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BY ELECTRONIC MAIL: jointforum@fsco.gov.on.ca

October 10, 2007

Mr. Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Yonge Street

Box 85, 17" Floor

North York, ON

M2N 6L9

Dear Sir:

Re:  AGF Funds Inc. comments on Proposed Framework 81-406
Point of Sale Disclosure for Mutual Funds and Segregated Funds

Thank you for the opportunity to provide comments on the Proposed Framework 81-406
(the “Proposal”). AGF Funds Inc. (“AGFFI”) is pleased to provide its comments and
looks forward to consulting further with the Joint Forum in the development of the
Proposal and subsequent implementation of it.

AGFFI offers products and services including a diversified family of more than 60
mutual funds and wrap programs, totalling more than $30 billion of assets under
management. It is a wholly owned subsidiary of AGF Management Limited, which has
over $54 billion of assets under management including institutional accounts and private
client products. It is a publicly traded company which trades on the TSX under the
symbol “AGF.B”.

AGFFI distributes its products through registered advisors only. We do not own
distribution and as such do not have a tied distribution force. Accordingly, we rely upon
the advisor network and our relationship with them in the distribution of our products.
Our model of distribution is a critical factor giving rise to a number of the concerns we
raise below in respect of the Proposal.

1. Overview

We are aware and appreciate the regulatory objectives of providing clearer disclosure in
the sale of mutual funds, segregated funds and we trust, ultimately, for many other
products in the future. We further understand the regulatory desire for greater



mailto:jointforum@fsco.gov.on.ca



transparency of fees earned by advisors, and clearer disclosure around product options
and features available to an investor.

There can be no doubt that concise and clear regulated disclosure for investors is a
desirable goal. As it relates to mutual funds and segregated funds, most industry
members would acknowledge that the current regime consisting of a large, generally
unwieldy prospectus, with an annual information form filed on SEDAR, is not ‘investor
friendly’. This disclosure is coupled with the requirements of NI 81-106, the
Management’s Review of Fund Performance (“MRFP”’) which does provide good
information semi-annually about a fund, focusing on its performance, expenses and
investments. As well, mutual fund managers prepare annual and semi-annual financial
reports. Interestingly however, investors have largely chosen to opt out of receiving
these continuous disclosure documents. AGFFI sees just over 5% percent of investors
choosing to receive the MRFP and/or financial reports on a semi-annual or annual basis.
We believe that as a general experience, regardless of the information provided, investors
do rely upon their advisors for this information and general guidance on investing. This
view is supported through the IFIC Investor surveys.

AGFFI is supportive of an initiative that provides concise, clear information to an
investor. We do believe however that such information must be complete, in its own
right, and must be delivered in a manner that does not interfere with an investors’
purchasing actions or choices. These latter points form the substance of our comments
below.

Our submission will focus on our concerns relating to the delivery obligations, which we
believe interfere with the choice of an investor. As well, we have concerns about the
content of the Fund Facts document, which we believe has been truncated and simplified
to such a degree that critical information relevant to an investor’s decision is lacking.

2. Concerns about the Proposal

i. Delivery

AGFFI has always aimed to be an innovative provider of investment solutions to advisors
to help their clients. We whole-heartedly believe that investors are best served by
receiving advice from advisors who review investment opportunities in light of an
investor’s needs and risk profile.

a) Initial Purchases - Point of Sale Disclosure

We support the Joint Forum’s initiative of providing better disclosure at the initial

account opening or the initial purchase of a mutual fund by an investor. We believe that
the average advisor engages in a fulsome discussion about an investor’s choice of product,
and that in most typical advisor/investor relationships, this occurs by way of a face to





face meeting. A regulated point of sale document, not unlike much of a mutual fund
manager’s marketing material today, could be delivered without interruption to the sales
process and provide the desired disclosure.

b) Subsequent Purchases and Switches

We are very concerned about a requirement for delivery of the Fund Facts document at or
prior to each subsequent transaction and switch, for all funds, (including money market).
The only transactions excluded under the Proposal are the systematic withdrawal plans
and asset allocation switches.

We fundamentally believe that this will result in a change in the decision making process
of an investor and will result in limiting the choices that an advisor presents to an investor.
We believe that this could cause significant, unforeseen harm to both the investor and the
industry.

First, the investor will not have the choice and flexibility to move his assets depending on
the market environment. One of the most fundamental and relevant features of a mutual
fund is the ability to redeem on demand. We believe that the requirement of delivering a
Fund Facts document interferes with this fundamental right.

For example, in times of volatility, an investor will not be able to move their assets with
ease to meet concerns about the market environment. Investors will be told that they
cannot immediately redeem, unless strictly to cash, without first receiving and reviewing
the Fund Facts of the other fund. Investors will only learn of this limitation at the time of
volatility, resulting in significant disruption and dissatisfaction.

Second, for the industry, the requirement to deliver a Fund Facts on subsequent
transactions and switches will require a change to the current sales process and a change
relative to the sale of any other product on a dealer’s shelf today. Rather than making
that change, advisors will look to other products that do not have a similar requirement.
These may or may not be better investment choices for the investor, but it will result in
sales arbitrage from a mutual fund product to other alternative products operating within
a less regulated framework.

This is a highly competitive, maturing market place. It is a developing trend today that
an advisor is choosing to limit its relationship to 3 or 4 mutual fund companies. This
includes any internal provider of product as well. The requirement for delivery of a Fund
Facts document prior to purchase of every transaction will force a dealer to aggressively
manage its shelf space in order to address the regulatory requirements of disclosure,
fulfillment, compliance and relationship management. At the advisor level, the sheer
volume of paperwork and compliance management will drive them out of the business.
A point of sale requirement for mutual funds on subsequent transactions will create an
unlevel playing field for mutual funds, and will do a disservice to the industry and, in
particular, its independent manufacturers.





ii Content

We understand the desire for standardization of Fund Facts, and believe it does assist an
investor in making appropriate fund comparisons. We are concerned, however, that some
of the prescribed language of Fund Facts is misplaced or misleading, and in some cases
misses critical information that we believe is relevant to an investor’s decision to
investing.

a) Costs and Compensation

There are two areas of concerns under the “How much does it cost?” section. First, we
believe it leads an investor to conclude that at every transaction, there is an opportunity to
negotiate the fee structure. In typical advisor/investor relationships, the sales charge
option chosen is done at the account opening and initial purchase stage. An advisor
typically recommends the sales charge option appropriate to an investor, based on a
number of considerations. This choice is not open for review at each and every
transaction.

Second, the sales charge options provided by a mutual fund manufacturer may not be
what are offered by a particular dealer. As required in the prescribed Fund Facts
document, each of the sales charge options must be disclosed (e.g. front-end, back-end,
and low load). However, not all dealers offer all options, based upon their model of
distribution. Indeed, some dealers may only offer fee based service, or discretionary
based investment counselling for which this type of disclosure is meaningless. The
prescribed nature of the Fund Facts does not allow for any flexibility reflecting the
distinctive selling options of particular dealers. For a mutual fund manufacturer, this
disclosure, which is not customized from a dealer perspective, is undesirable and
ineffective.

Overall in this section, we believe that the Fund Facts lacks clarity around the
compensation paid to an advisor. It does not reflect the varied means of compensation
models in the industry. In addition, as this is a manager’s obligation to produce this
document, it is not clear that the mutual fund manager pays the deferred sales charge or
trailing commissions to the dealer, not the advisor. What is ultimately earned by the
advisor is determined in accordance with the dealer practices. We believe that this
section on the Fund Facts document does not provide that clarity and in fact, causes
greater confusion.

b) Missing Information

We believe fundamental information critical to an investor’s decision is missing. By
taking a comprehensive document, like the prospectus, and trying to put it into two pages,
information must be deleted. What is of concern is the nature of the information that is
missing. Where will investors find out about the key tax information when investing in a





corporate class? How will investors learn of the DSC schedule and that there is a “10%
free” annual redemption feature on most funds? When switching funds, how will an
investor know if DSC is charged or if the schedule is carried forward unchanged from the
original purchase? How will investors distinguish between an offering of different series,
or classes?

In addition, how will an investor know what risks are associated with a mutual fund. We
do not believe rating a fund “moderate” risk, for example, tells the complete story.

These are all key issues that we believe an investor should be informed of before making
a purchase. However, the Fund Facts document is lacking this information and in fact,
may be somewhat misleading. You will see below that we recommend that a more
comprehensive “fund family” document be prepared and delivered along with the Fund
Facts at the initial account opening or initial purchase. This document will outline the
critical investor information about the fund family.

c) Duplication of information

Much of the information in the Fund Facts is duplicative to the MRFP. The MRFP’s
contain almost the exact information set out on page one of the Fund Facts. Like the
Fund Facts, the MRFP’s contain information about the fund’s MER’s, portfolio manager,
investments and top holdings, and performance. It is available semi-annually, and is
available upon request, through annual standing instructions. As mentioned above, very
few investors request to receive this information.

We understand that the MRFP’s form part of the continuous disclosure regime, and
therefore is provided at a different stage of the process. But, with the intention that the
Fund Facts can be updated quarterly, we question the need for both documents to be in
production and the use of such additional disclosure to the investor.

We believe that there should be a holistic review of the entire mutual fund disclosure
regime and that this Proposal should be considered in light of all regulatory disclosure
requirements in place today to ensure that any solution is appropriate and effective and
non-duplicative.

iii. Fulfillment and Timing

We believe that the Fund Facts is most appropriately updated annually, or at the time of a
material change. It is currently proposed to be updated not more frequently than
quarterly. This frequency will create enormous fulfillment issues, costs of production,
and redundancy given the other continuous disclosure documents currently required.

In terms of fulfillment, the Proposal currently contemplates the Fund Facts document for
each individual retail series, for each fund offered by a mutual fund manager. The Fund
Facts document cannot be bound together. They may be updated as frequently as
quarterly as noted above.





To give an estimate of the number of documents in circulation just for AGFFI alone, we
currently offer 68 mutual funds, through 7 different retail series — mutual fund series,
Series D, F, G, H., T, V. Each series is identical to the mutual fund series, but for
distribution policy or management fee reductions.

For AGFFI to be on the shelf of any dealer, that dealer would need to have available 476
documents alone for AGFFI — up from 1 document currently today. If this is updated
quarterly, then 1904 documents will have to be managed through a process just for
AGFFI’s product offerings. This does not include any new Fund Facts due to material
amendments.

The challenge to executing efficiently on the fulfillment process cannot be understated.
The costs are not yet determinable, and the ability to maintain a current warehouse and
distribution facility or operation, for all products being offered, will remain to be seen.

Should the Proposal proceed, it will be critical that other means of delivery of the
document be permitted including access by an investor on a manager’s web site, or a
centralized industry web site, to assist in the fulfillment issues. Telephone, internet, and
other corporate secure web sites should also be considered effective modes of delivery.

iv. Right to Cancel

We support the Proposal’s clarity around the investor’s cooling-off right. Clarity on how
this right can be exercised, and the amount received on exercising such a right is long
overdue.

However, the investor’s right to cancel his purchase at any time in the future, should it be
proven that the Fund Facts document was not delivered, is a very broad right which has
the potential for abuse. The fact that this right is not time limited, yet allows an investor
to receive the amount of their original investment plus any fee paid, will create an
environment of frivolous claims (and quite possibly lawsuits), particularly in down
markets or a volatile market environment. In addition, this right will create of level of
mistrust that will not be good for the advisor/investor relationship.

In order to establish with certainty a compliance program sufficient to address any
potential future claim of this nature, dealers will need to put in place extensive
compliance programs, build appropriate tracking systems, and have in place effective
document management and retention strategies. It is unclear what the role of the
manufacturer will also be in these circumstances.

By linking the delivery of the Fund Facts to the confirmation of trade on subsequent
transactions or within 48 hours of an initial purchase, an investor’s right to cancel will be
time-limited, and reasonable in the circumstances, without creating an environment of
frivolous claims or litigation.





3. Recommendations

AGFFI would support a disclosure regime that focuses on full information for a family of
funds delivered with the product specific fund facts document at or prior to initial
purchase or account opening. A fund facts document would only be required on
subsequent purchases and switches along with the confirmation of trade.

The “fund family” document would be used as a comprehensive tool by an advisor,
allowing them to compare the features of one fund family to another, including costs,
relevant tax information and better risk disclosure. The Fund Facts document would
outline the product specific features and be customized to reflect the varied distribution
models. The Fund Facts document would be updated annually or at the time of any
material change.

With a more comprehensive fund family document, the permanent record for the fund
and fund family would be the Annual Information Form (AIF) filed on SEDAR. A
prospectus document would not be necessary. Continuous disclosure documents would
still be required. In sum, the disclosure regime would then consist of a fund family
document, the Fund Facts, fund financials, the MRFP’s, and the AIF.

Disclosure of fees charged by an advisor should be integrated into the account opening
process. To the extent that this is regulated through the IDA or MFDA, the Proposal
should integrate its initiatives with those of the SRO’s.

Finally, there must be greater flexibility in delivery. All documents should be available
and accessible on the manufacturers’” web site and a centralized industry web site.
Delivery of the Fund Facts should be permitted by telephone and internet, in addition to
the means already identified under the Proposal.

We believe that a disclosure regime designed as above would address the following
concerns:

1. complete, comprehensive and clear disclosure around a fund family and its
features to an investor at or prior to initial purchase or account opening;

2. fund specific information customized to reflect the varied modes of distribution
today provided at initial purchase and upon material changes;

3. disclosure of an advisor’s compensation structure, integrated within the
initiatives of the SRO’s at account opening;

4, ability to audit in an efficient and effective manner the delivery and receipt of the
Fund Facts;

5. continuous availability and accessibility of all disclosure documents;

IS

certainty on investor rights to cancel trades for non-delivery of the Fund Facts;
7. preservation of a healthy mutual fund industry without encouraging sales
arbitrage to alternate products;





4. Implementation

We support and will work with any initiative of the Joint Forum to address the identified
issues and concerns about this Proposal. We would be happy to participate in any manner
and support IFIC’s recommendation that a steering committee be struck comprising of
industry leaders, SRO’s and the Joint Forum members to oversee the next steps of this
initiative.

5. Summary

We applaud the regulatory initiative of designing a better, leading edge disclosure regime
that seeks to provide clear disclosure to an investor at or prior to point of sale. We are
hopeful that this can be introduced without undue hardship on the advisors, the investor
and the industry. We look forward to working with the Joint Forum on the next stages of
this initiative.

Yours truly,

Judy Goldring






Acuity

October 15, 2007

Mr. Neil Mohindra

Acting Policy Manager

Joint Forum Project Office

Joint Forum of Financial Market Regulators
5160 Yonge St.

Box 85, 17th Floor

North York, ON

M2N 6L9

Email address: jointforum@fsco.gov.on.ca

Dear Mr. Mohindra:

Thank you for the opportunity to respond to the Joint Forum of Financial Market
Regulators (“Joint Forum™) on Proposed Framework 81-406 Point of Sale Disclosure
for Mutual Funds and Segregated Funds (the “Proposal”).

Acuity Funds Ltd. (“Acuity”) is a Fund Manager and distributor of investment funds.
Acuity and its affiliated companies currently have assets under management of
approximately $9.4 billion on behalf of mutual funds, pooled funds, closed-end funds as
well as private, institutional and pension clients.

We support the vision of the Joint Forum in providing investors with key information

about a fund and providing the information in a simple, accessible and comparable
format; however, we have the following concerns with the Proposal: '

Timing of Delivery of Fund Facts Sheet: Initial Purchases

We believe that a requirement to deliver the fund summary document with the purchase
trade confirmation should be mandated. It has always been in an adviser’s best interest to
fully disclose all pertinent facts regarding an investment product during the advising
process. As the advisor knows the client and is proficient in the assessment of suitability
of an investment product for the client it is unlikely that the Fund Facts sheet, delivered
with the purchase trade confirmation, would produce any surprises to the client.
However, a cooling off period within 48 hours, as outlined in the Proposal, would
provide the client with the ultimate decision on this.
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The delivery system for trade confirmations currently operates efficiently, effectively,
and provides a common reference point of delivery. Further, we believe this approach is
congruent with the proposed National Instrument 31-103 Registration Requirements in
regards to the relationship disclosure document which proposes to disclose information
about investment products. Accordingly, the client would not be in for any surprises
when they receive the Fund Facts sheet.

Unintended Consequences of Proposed Framework

Discrimination against Investment Funds

We believe that there needs to be a level playing field for all investment products. This
includes, but is not limited to Exchange Traded Funds, Principal Protected Notes,
separately managed accounts, wrap accounts, stocks, bonds, etc... (“Investment
Products”). The proposed regulatory requirements to sell mutual funds are more onerous
than other investment products and will create an incentive for investors to choose other
products with less administrative burden and that may not conform to the high regulatory
standard of investment funds. This discriminatory environment will not be in the best
interests of investors.

Less Choice for Investors

If, according to the proposed Framework, the Fund Fact sheet must be delivered at the
point of sale, we believe an unintended consequence of the Proposal will be that it will
create an enormous administrative burden, compliance nightmare and rising costs for
fund distributors. To ease these challenges, the distributors are likely to decide to focus
on only a few of the largest fund companies thus shutting out independent and smaller
competitors leading to less competition and innovation and further reducing choice for
investors. Furthermore, these actions will result in the creation of potential barriers to
entry for newer small and mid sized firms and accelerated consolidation of the industry.
Less choice for investors is not a good thing.

Changes to Fund Fact Sheet

Remove Time Sensitive Information

Time sensitive information about a fund should not be included on the Fund Facts sheet.
As National Instrument 81-106 Investment Fund Continuous Disclosure currently
requires quarterly portfolio disclosure, (inclusive of portfolio value, top investment
holdings and investment mix), it would be redundant to provide this time sensitive data
that is constantly changing. A reference to the quarterly portfolio disclosure should be
included in the “For more information” section.
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Suitability

The suitability sections should be the same as is currently disclosed in the simplified
prospectus. The investors “tolerance for risk” should be as is currently disclosed in Part
B Item 10 of National Instrument 81-101 Mutual Fund Prospectus Disclosure (“NI 81-
1017). This disclosure has been applied consistently within fund families and across the
various fund offerings since the introduction of NI 81-101. If the disclosure is not the
same as is currently required in the prospectus than there may be confusion, perceived
inconsistencies and potential lawsuits.

Thank you once again for the opportunity to present our comments. [ would be pleased
to discuss our concerns with you in greater detail at your convenience.

Yours truly,
Aculty Funds{ Ltd.

By. George Heng
Chief Financial Officer and Chief Operating Officer
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Advocis

390 Queens Quay West,
Suite 209

Toronto, Ontario

M5V 3A2

T 416.444.5251
1.800.563.5822
F 416.444.8031
www.advocis.ca

October 15, 2007
Mr. Neil Mohindra
Acting Policy Manager
Joint Forum Project Office
5160 Yonge Street
Box 85, 17" Floor
North York, Ontario
M2N 6L9

Dear Sir:

Re: Joint Forum’s Proposed Point of Sale Disclosure for Mutual Funds and
Segregated Funds — Proposed Framework 81- 406

Thank you for the opportunity to comment on the Joint Forum of Financial Market
Regulators’ (“Joint Forum’s”) Proposed Point of Sale Disclosure for Mutual Funds and
Segregated Funds, released for comment on June 15, 2007.

Advocis, the Financial Advisors Association of Canada, is Canada’s oldest and largest
voluntary professional membership association of financial advisors. Advocis
represents life and health insurance licensees, and mutual fund and securities
registrants across the country.

Advocis has been involved in providing input on this initiative during the policy
development process and very much appreciates the opportunity to provide written
comments on this proposed framework.

Advocis strongly supports consumer protection, including regulatory initiatives that
benefit investors by helping them make more informed decisions, and that allow
financial advisors to continue to conduct their businesses in a professional and efficient
manner without undue regulatory burdens.





We applaud the Joint Forum for having the vision to develop a new standard for
disclosure that provides investors with more readable, meaningful and simplified
information than currently exists in a typical mutual fund prospectus or segregated fund
information folder. The new standard, in the form of “Fund Facts” (combined with Key
Facts for segregated funds), is well designed, contains key information, and will make it
easier for consumers to understand and compare their fund investments.

While we believe that the proposed framework currently poses potential implementation
challenges, particularly with respect to delivery, and creates unintended consequences
for industry and consumers, we are confident, based on the Joint Forum’s extensive
consultative approach on this important matter to date, that it will effectively address
industry and consumer issues in its final version of the framework.

We attach our comments and recommendations with respect to the proposed
framework and we would be pleased to meet with Joint Forum representatives to
discuss the initiative in more detail.

Yours truly,

r{F_ o R :T %‘L __._--.-"".-.-..
{ \ }
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Steve Howard, CA Teresa Black Hughes CFP, CLU, RFP, FMA, CIM
President and CEO Chair,
Advocis National Board of Directors, Advocis





1.0 Introduction

Advocis commends the Joint Forum on its consultative process, and in particular its
requests for industry input from the onset of this important initiative beginning in 2003.
Advocis has been actively engaged throughout the entire policy development process,
including reviewing and commenting on draft proposals for segregated fund point of
sale disclosure, and participating in dialogues between advisors and regulators.

In addition, Advocis applauds the Joint Forum’s initiative that originally set out to
simplify and reduce the amount of information currently contained in typical mutual fund
prospectuses and segregated fund information folders. The proposed two-page Fund
Facts is well designed, contains key information, reflects industry input, and will no
doubt make it easier for consumers to understand and compare their fund investments.

While Advocis strongly supports consumer protection, including the Joint Forum’s vision
for simple, meaningful and timely disclosure to clients, we have some concerns with
respect to the proposed framework’s implementation, particularly with respect to
delivery. There are still many unanswered questions that need to be addressed to
ensure effective implementation.

In addition, we are concerned that the framework could create unintended
consequences, particularly for consumers whose purchase decisions may be disrupted
depending on the delivery channel(s) available to them. We have organized our
comments accordingly under the following general headings:

1) Need to Integrate Vision with Implementation
2) Unintended Consequences

We believe that the Joint Forum could effectively achieve its objectives by addressing
industry issues and concerns, particularly with respect to the time and method of delivery.

If these issues cannot be effectively resolved, consumers may ultimately be frustrated
by the disruptions to their purchasing decisions caused by imposed inefficiencies in
various delivery channels, and potentially be pushed to consider alternative “non-fund”
investment products.

Our comments and recommendations with respect to the proposed framework,
including responses to your questions, are provided below.

2.0 Need to Integrate the Vision with Implementation

We believe that the Joint Forum’s proposed framework needs to be more fully
developed and integrated in order for its objectives to be achieved. There are still many
unanswered questions pertaining to implementation, particularly with respect to delivery.

Proposing a vision for improved disclosure and imposing strict requirements around its
timing and mode of delivery without due consideration to potential impacts, creates





challenges for investors and industry. These considerations are particularly important to
our members who, as financial advisors, will ultimately be charged with the
responsibility of delivering the point of sale documents to the client.

While delivery responsibilities have not been fully outlined in the proposed framework
but will eventually be provided in more detail, we note that the implementation (i.e.,
delivery) component of this regulatory framework is a contentious issue for many market
participants, and may need to be addressed sooner rather than later.

We understand that the purpose of the current comment period is for regulators to
obtain more information and feedback from market participants in order to refine the
proposal to ensure that it works effectively. As such, it is our hope that our comments
and recommendations, as well as those from other industry associations and market
participants, will encourage the Joint Forum to revise its proposed framework
accordingly to ensure fair, consistent and seamless delivery of the Fund Facts to the
consumer for all modes of delivery.

We note that we have participated in roundtable discussions on this issue with other
industry stakeholders, including the main associations representing all aspects of the
fund industry, and that we share many of the same concerns with respect to the
proposed framework’s delivery requirements.

In our view, the proposed rigid delivery requirement disrupts a familiar, efficient and
consistent purchase and delivery process that market participants have traditionally relied
upon for all of their investment purchases. Moreover, with respect to questions 4 and 5
regarding delivery, the delivery requirement will pose challenges for industry and
consumers depending on the mode of delivery available to them to execute a purchase
order. In our view, the delivery methods do not provide consumers or investors with
sufficient time in all cases to make and execute investment decisions in a timely manner.

We are concerned that the improvements made to disclosure may be offset by the
potential inconveniences, frustrations and delays experienced by industry and
consumers in delivery, and that this could lead them to alter their current business
practices and purchase decisions, respectively.

2.1 Fund Facts Should Not to be Construed as Investment Advice

Financial advisors provide professional financial advice to millions of Canadians --
individuals, families and businesses -- in order to assist them in achieving their financial
objectives. More specifically, financial advisors play an important role in determining a
client’s risk tolerance, providing them with a long-term financial plan, and
recommending suitable products. Given this role, a financial advisor’s profession is built
on reputation and trust. Not surprisingly, according to a recent industry survey, 85% of
Canadian investors consult their financial advisor when making a mutual fund
investment.





While Fund Facts provides investors with a simplified summary of a fund, it is not
intended as investment advice. It is the role of financial advisors to provide investment
advice for investors, and in our view this should be made clear to consumers on the
Fund Facts. We believe that there may be a risk that the Fund Facts could be
misconstrued by an investor as investment advice or be used to supplant the
professional role of an advisor. Moreover, for many advisors, the financial plan,
including a client’s needs, risk tolerance and suitability, is as critical an aspect of the
investment advice process as the product or fund selection.

In our view, Fund Facts should be used to confirm what an investor has purchased. ltis
our understanding based on early discussions with the Joint Forum on the development
of Funds Facts that this was also its original intent -- to inform consumers of the funds
they had purchased in a more simplified, plain-language manner.

While we support the Joint Forum’s objective that investors be provided with meaningful
information about a fund, we believe that the information provided in the Fund Facts is
not sufficient on its own for the client to make a fully informed investment decision. In
our view, Fund Facts could potentially give the consumer a false sense that he/she has
all the information necessary to make a fully informed decision on a fund investment.
Important information that Fund Facts does not include is comparisons of fund
performance and valuations, and how the fund fits into an investor’s overall plan and
helps them achieve their long-term goals.

We believe that investors should make informed decisions based on the professional
advice of a financial advisor, not on the basis of Fund Facts alone. To protect the
consumer from interpreting the disclosure document as the sole decision-making tool,
we believe the Joint Forum should consider including a disclaimer to that effect on the
Fund Facts.

Moreover, as the Fund Facts do not recognize or express the need for a financial
advisor to conduct a suitability assessment so that a consumer receives meaningful
financial advice, the disclosure document may inadvertently establish a “minimum
standard” for consumers to make their own assessment of suitability, which, depending
on one’s level of investment knowledge, may not be appropriate for all investors.

2.2 Waiving the Requirement for Delivery

While there is no provision in the proposed framework for investors to waive receipt of
the Fund Facts for initial purchases, we believe that consumers should be given the
option to waive the requirement altogether, or at least the timing requirement, provided
that a) they are deemed to be sophisticated investors as defined by current industry
standards and as the term is applied to users of other types of securities such a
derivatives, and b) they are provided with a copy of the fund’s simplified prospectus
post-purchase. By providing such a waiver, the potential number of disruptions caused
by the rigid delivery requirement would be considerably reduced.





In addition, and in response to questions 1-3 on subsequent purchases in the proposed
framework, we also believe that the waiver should be extended to all subsequent
purchases of a fund that an investor owns regardless of the time that has elapsed since
the last purchase. We do not see the distinction between subsequent purchases and
pre-authorized payment plan purchases that are currently exempt under the proposed
framework. In both cases the same fund is being purchased by the investor. As noted
in the proposed framework, “there are already many excellent sources of general
educational material in the marketplace about both mutual funds and segregated funds”,
including comparative performance updates of specific funds. These are all readily
available to all market participants, including consumers.

2.3 Potential Exclusions from Point of Sale Disclosure

The following is a list of transactions that we believe will require a Fund Facts when it
may not be necessary, potentially disrupting the delivery process and frustrating the
consumer. Consequently, the Joint Forum may want to consider adding these types of
transaction to its list of exceptions.

e A client makes regular lump-sum investments whenever he/she has available funds.
Each time he/she adds to existing assets, the point of sale document would be
required. These transactions are usually done by some combination of
mail/email/telephone.

e Many advisors arrange every year for their clients to switch the 10% free units in
deferred sales charge (DSC) funds to the front-end (FE) version. This is in fact a
trade. It's exactly the same fund, but the fee to the client is reduced if the client
redeems the units.

e Aclient has a large investment and does not want to make the total investment in
equity funds on a single date. A plan is put in place to invest 10% of the funds each
month until all the assets are in the equity funds. While this process is going
forward, the remaining assets are held in money market funds. The switch from the
money market funds to the existing funds is a trade and would appear to be caught
by this proposal.

e Aclient has a Registered Retirement Income Fund (RRIF) and arranges for the
annual payment to be made in December. Throughout the year, in discussions with
the client, assets are moved from equity funds to a money market fund in order to
have the funds available in December.

3.0 Unintended Consequences

In our view, the Joint Forum’s proposed framework could potentially create some
unintended consequences, including i) delivery delays that push investors away from
fund products and towards alternative investments; ii) delivery disruptions to consumers
that require more than one delivery channel to conclude a transaction; and iii)
expansion of advisor liability for insurance claims pertaining to segregated funds.





3.1 Fund Facts Delivery Delays May Push Investors Away From Funds

With respect to questions 6 and 7 pertaining to delivery in the proposed framework,
given the Joint Forum’s rigid requirement that the Fund Facts be delivered to investors
before or at the point of sale, the purchasing process for mutual funds and segregated
funds could be more administratively burdensome for investors and industry. In
addition, the purchasing process could be potentially slower than that which currently
exists for alternative investment products such as stocks or bonds, creating unintended
biases against fund investments.

Consequently, some investors may not appreciate the delays caused by the delivery of
a point of sale disclosure document (either through the mail, fax, by hand or
electronically) and decide to purchase alternative investment products that can be
purchased on a more time-sensitive basis. In effect, the proposed framework could
divert investors away from funds and towards individual stocks or bonds. Such a
consequence would run counter to the original purpose of funds, namely to provide
small investors with the opportunity to participate in the stock market through a
diversified, lower-risk vehicle. In addition, as the cost of doing business may increase
for some advisors, the consumers that need the advice the most may in fact have less
access to advisors, putting some consumers at a disadvantage.

3.2 Delivery Disruptions for Consumers Depend on Distribution Channel

Given the Joint Forum’s rigid requirement that Fund Facts be “delivered” as opposed to
electronically “accessible” on the Internet, the impact on industry and consumers could
be different depending on the mode of delivery available to, or chosen by, a consumer.

Based on the design of the Fund Facts, it is evident that the Joint Forum is targeting a
certain segment of the market, albeit large, but it does not represent the entire market.
As a consequence, the Joint Forum’s “one-size-fits-all approach” may not work for all

consumers. If possible, the framework should be revised to ensure that all consumers

can effectively participate in the fund market.

For some consumers, point of sale delivery will be seamless while for others it could be
disruptive and require more than one delivery method to conclude a transaction. In our
view, the proposed framework should ensure that neither the consumer nor the financial
advisor is disadvantaged due to the selection of one delivery option versus another.

The following are examples of point of sale transactions that might be potentially
disruptive to consumers, forcing them to resume the purchase process using an
alternative mode of delivery (i.e., electronic, fax, mail, hand). Moreover, such
transactions could be particularly problematic for consumers with time-sensitive
purchase orders.





e Consumers who make fund purchases during face-to-face in-home discussions with
their investment advisor, and who want to purchase funds for which the advisor does
not have a Fund Facts on-hand. The consumer will have to delay the purchase until
the advisor provides the client with the Fund Facts.

e Consumers who want to make a fund purchase by telephone but do not have access
to a home computer or fax and cannot readily receive delivery of Fund Facts to
make an immediate purchase. The consumer will have to delay the purchase
decision until a Fund Facts is mailed to him/her, and then contact the advisor to
make the purchase.

e Consumers who wait until the last day to make an RRSP contribution and instruct
their advisor to buy a mutual fund, and learn the next day that the trade could not be
completed as a Fund Facts was not delivered prior to purchase.

e Consumers who want to make price-sensitive fund purchases in volatile markets on
a same-day basis, but cannot access their e-mail to review Fund Facts.
Consequently, the consumer cannot make the purchase.

Given that many of our members provide financial advice to Canadians in remote
locations and underserved markets, advisors often have to “reach out” to consumers. In
addition, many of our members conduct a significant portion of their business via
telephone and in-home sales, and often rely on the slower modes of delivery, such as
hand, mail or fax. For many of these members and their clients, the point of sale
disclosure requirement would be disruptive in many instances. Consumers may be
forced to make alternative, time-consuming arrangements to obtain a Fund Facts and
as a consequence may develop a negative perception of the fund industry.

3.3 Broadening the Scope of Liability Potentially and Increasing E&O Premiums

We understand that the Fund Facts and Key Facts will form part of the insurance
contract, and we note that consumers may rely on these mandated disclosure
documents when they make their investment decisions. As such, a financial advisor’s
liability could potentially expand to include these documents even though the advisor
has no control or input as to their content. Moreover, the potential increase in consumer
complaints filed with financial advisor insurers could lead to an increase in a financial
advisor’s Errors and Omissions (E&Q) insurance premiums.

As a result of a potential increase in consumer complaints and E&O insurance claims, the
higher premiums paid by financial advisors would ultimately be passed down to
consumers in the form of higher costs. According to Advocis Protective Association
(APA) statistics, the number of complaints pertaining to segregated funds today is
negligible. However, any significant increase in the number of complaints for these
products due to the reliance on Fund Facts would be recorded and likely result in higher
insurance premiums for advisors to cover the increased risk to the insurance companies.





3.4. Fund Facts Application for Discretionary Account Not Addressed

While the Joint Forum does not address discretionary accounts that are under the
management of banks, investment counselors or portfolio managers, we hope that the
proposed framework does not provide these entities with any unintended competitive
advantage in the form of an exemption from the proposed framework.

4.0 Conclusion

While we applaud the Joint Forum for establishing a new standard for disclosure that
provides investors with simplified key information about a fund, we believe that the
proposed framework currently poses potential implementation challenges, particularly
with respect to the time and method of delivery, and creates unintended consequences
for industry and consumers.

Specifically, we are concerned that the improvements made to disclosure may be offset
by the potential inconveniences, frustrations and delays in delivery, and that this could
lead industry and consumers to alter their current business practices and purchase
decisions, respectively.

Given the Joint Forum’s rigid requirement that Fund Facts be “delivered” as opposed to
electronically “accessible” on the Internet, the impact on industry and consumers could
be different depending on the mode of delivery available to, or chosen by, a consumer.
For some consumers, point of sale delivery will be seamless, while for others it could be
disruptive and require more than one delivery channel to conclude a transaction. We
are concerned that consumers experiencing disruptions and delays may be pushed
away from funds and towards alternative investment products, such as higher-risk
individual securities that can be purchased on a more time-sensitive basis.

In our view, the proposed framework should be revised to ensure that all consumers
can effectively participate in the fund market, and that neither the consumer nor the
financial advisor is disadvantaged due to the selection of one delivery option versus
another. Consequently, we are pleased that the Joint Forum recognizes that there are
still some outstanding questions pertaining to the framework, and continues to seek
specific feedback on issues. Moreover, we are confident, based on the Joint Forum’s
extensive consultative approach on this important matter to date, that it will effectively
address industry and consumer concerns before the framework is finalized.

A summary of our proposed recommendations is attached for your consideration.





Summary of Recommendations

Advocis recommends that:

e The proposed framework be revised to ensure fair, consistent and seamless delivery
of the Fund Facts to the consumer for all modes of delivery.

e The Joint Forum move away from its rigid requirement that Fund Facts be
“delivered” (given the different impact on industry and consumers depending on the
mode of delivery available to, or chosen by, a consumer), and allow Fund Facts to
be electronically accessed on a centralized database via the internet, giving
consumers the option to provide confirmation to financial advisors that they have
read it, making point of sale delivery unnecessary.

e The Joint Forum consider including a disclaimer on the Fund Facts that it is not
intended as investment advice and should not be used as the sole decision-making
tool when making an informed investment decision.

e Consumers be given the option to waive the requirement altogether, or at least the
timing requirement, provided that a) they are deemed to be sophisticated investors as
defined by current industry standards and as the term is applied to users of other
types of securities such a derivatives, and b) they are provided with a copy of the
fund’s simplified prospectus post-purchase.

¢ Inresponse to questions 1-3 regarding subsequent purchases, the waiver be
extended to all subsequent purchases of a fund that an investor owns regardless of
the time that has elapsed since the last purchase -- we do not see the distinction
between subsequent purchases and pre-authorized payment plan purchases that are
currently exempt under the proposed framework.

e The Joint Forum clarify whether the following list of transactions should be exempt
from the proposed framework:

e A client makes regular lump-sum investments whenever he/she has available
funds. Each time he/she adds to existing assets, the point of sale document would
be required. These transactions are usually done by some combination of
mail/email/telephone.

e Many advisors arrange every year for their clients to switch the 10% free units in
deferred sales charge (DSC) funds to the front-end (FE) version. This is in fact a
trade. It’s exactly the same fund, but the fee to the client is reduced if the client
redeems the units.
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A client has a large investment and does not want to make the total investment in
equity funds on a single date. A plan is put in place to invest 10% of the funds
each month until all the assets are in the equity funds. While this process is going
forward, the remaining assets are held in money market funds. The switch from
the money market funds to the existing funds is a trade and would appear to be
caught by this proposal.

A client has a Registered Retirement Income Fund (RRIF) and arranges for the
annual payment to be made in December. Throughout the year, in discussions

with the client, assets are moved from equity funds to a money market fund in
order to have the funds available in December.

* * % % %
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RE: REQUEST FOR COMMENT - PROPOSED FRAMEWORK 81-406

BMO Investments Inc. (“BMOII”), a member of the Mutual Fund Dealers Association of Canada and
fund manager of the BMO mutual funds, welcomes the opportunity to provide this submission in
response to your request for comment on Proposed Framework 81-406 (*81-406").

BMOII strongly supports the principles embodied within 81-406 relating to better, simplified and more
meaningful disclosure for retail mutual fund investors. We commend the Joint Forum for their efforts
to create a more level playing field between mutual funds and segregated funds. We welcome the
Joint Forum’s proposal to replace the simplified prospectus as the primary regulatory disclosure
document with an abridged fund summary document that provides investors with key information
standardized across fund companies in a user-friendly layout (“Fund Facts”), and agree that
prospectuses should only be delivered to investors when specifically requested. The purpose of this
letter is to identify and provide context in relation to specific and significant concerns we have with
certain aspects of 81-406. Our comments will cover the proposed delivery model under 81-406 as well
as the form and substance of the Joint Forum’s Fund Facts sample. They will also cover areas that,
while not directly impacting BMOII’s business model, affect mutual fund investors and the health and
efficiency of the mutual fund industry generally.

A. Delivering Fund Facts

BMOII is concerned that the significant challenges in meeting the methods of delivery proposed in 81-
406 within the various distribution channels through which mutual funds are sold will ultimately
decrease access to mutual fund investing for retail investors.

(i)  Face-to-Face Sales Channels

A requirement to actively deliver Fund Facts before a transaction takes place may not meet
investors’ needs and expectations in some face-to-face sales environments. Salespersons in the
IDA channel who offer a broad range of investment products may be less likely to recommend a
suitable mutual fund if they do not have the fund’s corresponding Fund Facts on hand and in
deliverable format, or because it may not be immediately possible to ensure that the version they
do have on hand is the most up-to-date. Investment dealers may have to be selective about the
range of mutual funds or fund families they will offer because maintaining hard copies of all
corresponding Fund Facts is subject to space and mobility constraints, and because monitoring
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updates made to the Fund Facts of a full suite of mutual funds is simply impractical. Further,
dealers may be more likely to recommend another type of investment product to the client not
because it is the most suitable product, but because it also meets the client’s objective to effect a
transaction quickly and contemporaneously with a single meeting with their advisor. If investors
feel inconvenienced or delayed by prescriptive delivery requirements, they may simply wish to
move on to less regulated investment options for no other reason than ease of transacting. This
would create an unleveled playing field between mutual funds and riskier exempt offerings until
such time as regulators prescribe equivalent disclosure requirements for such investments.

Mutual fund salespersons do not always meet with clients in a branch where they have access to
printers or stockpiled Fund Facts, and sometimes meet at the client’s home or place of business
where web downloading and printing may not be possible. The salesperson will not always have
the benefit of knowing in advance which funds will be appropriate for the client as this would be
determined by a suitability discussion yet to come, and may not have the corresponding Fund
Facts on hand. We do not believe that a delay in implementing a recommended solution will help
to instill investor confidence in the mutual fund investing process.

(i)  Call Centres

BMOII provides secure and convenient telephone access to investors who do not wish to, or
simply cannot, attend in person at a branch or use online access to transact in their mutual fund
accounts. As the winner of the 2006 Dalbar Mutual Fund Service Award, BMO Investment
Centres have been recognized for meeting and exceeding the needs and expectations of our
customers in the telephone sales environment. BMOII employs approximately 35 investment
specialists at each of our two investment centres at any given time, who respond to inbound calls
from investors six days a week. Our call centre complement increases by over 50% during peak
periods. These figures speak to the sheer volume of investors who use this service as a convenient
and expeditious means of transacting remotely throughout the year and in particular at key times
of year. If sales representatives were required to lengthen every call to explain and arrange fax,
email or mail delivery of a document, customer response times and overall call quality will be
compromised at the expense of our investors. For this reason and for the reasons below, we
believe it is imperative that 81-406 offer investors some flexibility in the telephone environment.

When investors contact our investment centres, they are typically initiating a mutual fund
transaction. As such, the adage that “mutual funds are sold, not bought” generally does not apply
to the telephone environment. In most cases, our clients who transact by phone are already
familiar with the product they wish to purchase, have researched it on their own and call simply to
place their desired trade.® They expect that they will be able to effect their desired or
recommended transaction in real time during one session. We have no reason to believe that
investors would welcome being told that they cannot transact during one call but rather must
receive an email, fax or mailing first and then call back to confirm their trading instruction. In
fact, such a process would defeat the purpose for which many investors use telephone access,
which allows them to continue investing while they are on vacation or otherwise away from their
residence without access to email, personal fax or a near-by branch.

! By way of example, on October 9, 2007, a client phoned the BMO Investment Centre to make a contribution to
her child’s RESP, with the express wish to make a purchase of BMO MatchMaker Strategic Security Portfolio 2.
The client did not require any product advice, knew what product she intended to purchase and how much she
wished to invest before she called. The bulk of the 4 minute conversation was spent confirming the client’s
identity and discussing recent changes to RESPs under the 2007 Federal Budget.





A requirement to actively deliver Fund Facts before a transaction can take place could be
detrimental to clients toward the end of RRSP season when the timing of a transaction is of the
essence. Historically, our call centre volumes spike from approximately 650 calls per day during
regular periods to over 2500 in peak periods such as the remaining days of RRSP season, the last
day in particular, when investors are anxious to make their contribution quickly and already feel as
though they are “fighting the clock”. If investors were told they have to wait even longer to first
receive and read a document and then call back, we are concerned that not only would a negative
client experience result at a time of heightened anxiety, but in some cases investors would fail to
meet a crucial deadline. In periods of high volatility in either market downturn or upswing, when
investors are anxious to move quickly, delays caused by rigid delivery requirements could expose
dealers to complaints for losses incurred or gains forgone.?

We are concerned that this delivery requirement would be particularly harmful to our more mature
or less mobile clients who rely almost exclusively on telephone access and may not have an email
account or access to a personal fax machine. At a minimum, if 81-406 proceeds as proposed, we
strongly urge the Joint Forum to give investors some flexibility to waive active point of sale
delivery of Fund Facts where they simply cannot offer their telephone representative a real-time
method of delivering it. Without this alternative, the discussion will simply lead to an impasse
when investors attempt in vain to negotiate a timelier outcome, leaving them feeling ill-served
when we are unable to offer them any other option but to visit a branch or wait for the mail.

A highly developed and sophisticated mutual fund industry must be flexible enough to offer
investors better than requiring them to either receive direct emails if they wish to transact by
phone, or otherwise face the inherent delays of mail delivery. Consumers generally do not receive
personalized emails from their financial institutions unless they have an established relationship
with a representative there or have subscribed to a service, and may have legitimate concerns
about this proposal in light of warnings in the marketplace regarding “phishing”, fraud, spam,
unsolicited marketing and viruses. Although we recognize that a call centre representative will
have advised the client that an email would be forthcoming, what we wish to stress is that emails
from financial institutions are not so commonplace that investors should be expected to either
accept them or be forced to wait for the mail or visit a branch to transact in an account they may
have had for years. Additionally, email is not yet considered a completely secure environment.
Emails can be diverted despite the sender’s best efforts, which could result in the actual recipient
learning that the intended recipient named in the email has investment dealings with BMO.

(iii)  Online Click-through

BMOII provides up-to-date regulatory disclosure about our funds directly on our website, which
investors are able to view at their leisure during their online session. Fund Facts for BMO funds
would also be posted to the site, and investors could consult them if they chose to at any time.

The Joint Forum should clarify what it envisions in terms of a “click-through” Fund Facts, as this
proposal appears to require more than simply posting Fund Facts on the website and giving
investors access to it during their online session. A common feature of a “click-through”

2 By way of example, during the period of market correction in mid-August, the BMO Investment Centre
received a call from a very anxious client who wished to move the entirety of his investments from aggressive
growth mutual funds into BMO T-Bill Fund. The client was very concerned about the recent market downturn
and reiterated his need to “move into something secure and low risk” immediately. The client even asked the
representative to proceed more quickly in taking down his trading instructions. The client became calmer when
the representative advised him that the transaction would occur as of that day’s date and that day’s price.





document is the ability to click “I Agree” to confirm having read, and usually acknowledging an
understanding of, the contents, or conversely, to click “I disagree” and not be permitted to
continue. This process, however, would not be consistent with the Joint Forum’s position that
dealers will not be required to have investors acknowledge receipt of the Fund Facts, nor would it
provide a consistent experience as between online clients and clients who transact in a face-to-face
environment. It is unclear what other features the online Fund Facts would be expected to have.
Would the Fund Facts need to “pop up” automatically when the mutual fund is selected for
purchase? Would a link placed on the transaction site to a PDF version of the Fund Facts be
sufficient? Dealers require further details to assess any technological requirements they would
need to add to their online environments, as well as the complexity and cost of such technology.

One option for the Joint Forum to consider is whether Fund Facts documents in the online
environment could exist in a consolidated forum owned by either industry or regulators. A deep
link from the dealer’s website to the Fund Facts posted on SEDAR may be an option, assuming
that the SEDAR environment can be made more easily navigable for investors in conjunction with
the Point of Sale initiative. This would avoid having each individual dealer ensure that the most
up-to-date Fund Facts for every non-proprietary mutual fund it offers is available on its own
website at all times, which would increase the likelihood that some investors will receive outdated
documents and that some dealers will scale back their online offerings to accommodate space
limitations on their servers. Having dealer sites that deep link into a fund manager’s website also
presents challenges, including each dealer having to ensure at all times that the fund manager has
not changed or disabled the linked page.

(iv) Exemptions — Discretionary Managed and Self-Directed Accounts; Portfolio Managers

Although 81-406 is silent on whether any particular sales channels would be exempt from the
proposed delivery requirements, we submit that delivery of Fund Facts in the discretionary
management environment is neither necessary nor relevant and should be exempt. In these
arrangements, investors have entrusted the selection and management of their investments to a
manager based on predetermined criteria and without the expectation of consultation about
individual investment choices. Currently, such investors would not necessarily receive disclosure
materials. Similarly, portfolio managers who manage a fund of funds product should be exempt
from having to receive the Fund Facts for purchases made of the underlying mutual funds. Clearly
81-406 was not meant to address either scenario. Clients who have opted for a self-directed
environment have clear expectations about the timeliness and convenience in the conduct of their
trades and should not be subjected to prescriptive disclosure requirements. While these investors
should no doubt have access to information, this can be achieved by the various electronic
channels through which Fund Facts could be made available to the public on a continuous basis.

(v) Subsequent transactions

BMOII does not agree with delivering Fund Facts for subsequent transactions as a matter of
course. We fully support actively providing it to clients who ask for it at any time and posting the
most recent Fund Facts onto our website, but do not believe that all investors should bear the cost
of automatic delivery for subsequent transactions when in many cases the Fund Facts may not
have changed materially since the investor last received it. If there has been no material change at
the next purchase date, there is no reason to inundate the investor with redundant information. We
also note that robust information about the fund is available in the continuous disclosure domain.
Also, the majority of transactions that occur after account opening occur through continuous
purchase plans, over the phone or online; we direct the Joint Forum to our comments above
regarding the challenges of the proposed delivery model for Call Centre and Internet transactions.





B. Alternative Methods of Delivery

BMOII looks forward to participating in further discussions with the Joint Forum, IFIC and other
industry participants to help arrive at a delivery model that accords with business realities and investor
expectations, while ensuring that investors have access to information that will help them make
informed investment decisions. Industry participants are considering various alternatives to the
methods of delivery proposed in 81-406, specifically for sales environments that are not traditional
“pricks and mortar” branch offices. One alternative is to deliver Fund Facts at account opening and
require dealers to actively advise investors during the account opening process, such as through the
proposed Relationship Disclosure Document, about the ongoing availability of Fund Facts. Fund Facts
could then be made available on a continuous basis electronically, either on the fund manager’s
website or on a common industry or regulator-owned database. Fund Facts could also accompany the
trade confirmation, which can leverage off the SmartProspectus infrastructure already in place.

Flexibility is especially needed in the telephone sales environment. Investors who use call centres
should be given the opportunity to waive mandatory pre-transaction delivery of Fund Facts, but could
still be advised that Fund Facts is available to review before they make their purchase decision. This
treats investors fairly, gives them choice and flexibility to decide how quickly they wish to proceed
with their transaction. It also gives investors the opportunity to advise us if they already reviewed the
fund’s Fund Facts online prior to contacting the call centre and therefore do not need to see it again.

C. Producing and Filing Fund Facts

BMOII also wishes to comment on the form and content of the sample Fund Facts document and the
proposed filing requirements.

(i)  Presentation

A presentation of Fund Facts on a stand-alone basis does not address the prevalence of portfolios.
Investors are not necessarily looking for one fund in isolation but at a long-term portfolio solution,
and advisors are increasingly devising long-term and diversified plans for their clients, presenting
them with a series of portfolio options rather than simply selling them a mutual fund. A minority
of accounts held at BMOII holds a single fund; most hold multiple funds, including portfolios
offered under an asset allocation service. 81-406 should allow fund managers some flexibility to
consolidate Fund Facts on a basis that they consider most useful to their investors and to advisors.

We also urge the Joint Forum to allow, at a fund manager’s option, some form of consolidation for
a portfolio of mutual funds offered under an asset allocation service and sold as a single solution.
This would present the investor with more accurate information, as the stand-alone Fund Facts for
each of the underlying funds would not reflect each fund’s proportional representation in the
portfolio, past performance of the portfolio, or the portfolio’s overall risk ranking.

Certain other key fund-specific information that currently appears in the simplified prospectus
should be transitioned to Fund Facts. This includes investment objectives and purchase
minimums, both of which merit a prominent position on Fund Facts.

(i)  Fund of Funds

We would ask the Joint Forum to clarify its expectations around the look and feel of the Fund
Facts of a mutual fund whose underlying investments are other mutual funds rather than individual





securities. To ensure simplicity and continuity with other regulatory disclosure documents, the
requirements for determining the “Top 10” investments and “Investment mix” for a Fund of Funds
product should follow the method of calculation used in National Instrument 81-106.

(iii) Flesch-Kincaid Grade Level 5.0

We do not believe it is necessary to prescribe a specific readability level for Fund Facts. The
mutual fund industry supports a plain language approach and has demonstrated its ability and
willingness to produce user-friendly documents without being tied to strict form requirements.

(iv) Performance Reporting

Further clarity is needed around the method of calculating fund performance. The calculation used
for determining average return would need to be prescribed in order to avoid the use of different
methodologies from one fund company to another. The requirements around presenting
performance data for young funds, including whether to exclude performance data until a
prescribed period of time has passed, must also be included in 81-406.

The Joint Forum should consider including standard performance data in Fund Facts. These
returns reflect industry reporting standards, are widely published, appear on fund manager
websites and are reported by research firms. Fund Facts should strive to report performance in a
manner that is consistent with other sources of information that investors may consult.

With respect to the growth of $1,000, we note that the line graph representing the growth of
$10,000 was repealed from National Instrument 81-101FI when National Instrument 81-106 came
into effect. While we are not opposed to showing the growth of $1,000, the explanation of the
growth must be meaningful for investors. For example, there is no indication how redemptions or
the reinvestment of distributions, or their payout, affect the investment’s growth.

(v) Risk Ranking

The risk disclosure section of Fund Facts may not provide sufficient information to meaningfully
explain risk relativity. With reference to the Fund Facts sample, “moderate risk” alone does not
tell clients what “risk” measures or what the ranking means. Some explanation is needed because
standard deviation is not an intuitive concept. If the sentence “When you invest in a fund, the
value of your investment can go down as well as up” is meant to appear in the Fund Facts for any
mutual fund, even a money market fund, it begs the question as to what makes one fund’s risk
ranking different from another’s. Under “Who is this fund for?”, stating that the fund is suitable
for an investor who “can handle the ups and downs of the stock market” overlooks investors’ real
concern, which is the degree and frequency of volatility associated with a particular investment.

If fund companies were permitted to consolidate Fund Facts where appropriate, they could add a
fuller discussion of risk and the risk management qualities of diversification in a common section
without making the fund-specific Fund Facts any longer. For a portfolio under an asset allocation
service, the risk section would give investors a truer sense of the volatility of the overall portfolio.

(vi) Cost and Compensation Disclosure
BMOII fully supports transparency with respect to the costs of investing in mutual funds and the

compensation paid to our salespersons, but does not believe that the Fund Facts document is the
appropriate place for such disclosure. Rather, we believe that cost and compensation disclosure





should be made at account opening, possibly in the proposed Relationship Disclosure Document.
In fact, the present draft of the MFDA’s sample Relationship Disclosure Document includes
explanatory information about the costs of purchasing and holding investments, as well as sales
fees paid to dealers and their representatives. Proposed National Instrument 31-103 also proposes
that cost and compensation information appear in the Relationship Disclosure Document of non-
SRO members. By placing this information in a fund summary document, costs and compensation
information that is dealer/account specific would be excluded. As a general principle, Fund Facts
should focus on the fund and not merge “dealer” and “manufacturer” concepts. Moreover, the fact
that the mutual fund salespersons of bank-owned dealers are salaried employees of the bank with
various incentive pay arrangements does not fit within the Fund Facts model. BMO mutual funds,
when purchased through BMO Investments Inc., are no load funds. The no load option is not
contemplated at all on Page 2 of the sample Fund Facts.

(vii) Rights of Withdrawal and Rescission

In its 2003 Point of Sale Disclosure Consultation Paper, the Joint Forum states that the right of
withdrawal is directly tied to the fact that dealers are not required to deliver the prospectus until
after the purchase agreement has been entered into. Under 81-406, the right of withdrawal is tied
to the giving of instructions rather than to delivery of the Fund Facts; it is therefore unclear what
need the cooling-off period is meant to address. If the cooling-off right is retained, it is crucial that
it be drafted to ensure that other unitholders and the fund itself are not harmed in any way when
one unitholder exercises it. Further dialogue between industry and regulators is required to
identify and close any gaps that a cooling off period may present in order to ensure that it cannot
be manipulated at the expense of other unitholders. Only then will the mutual fund industry
preserve the integrity and consumer confidence it presently enjoys.

(viii) Timing of Filings

With respect to the timing of filing, the proposal states that Fund Facts will have to be filed with
the fund manager’s prospectus documents as well as filed and updated annually and semi-annually
with its continuous disclosure documents. For fund companies like BMOII whose prospectus
renewal date is typically within one month of its interim disclosure, it is unclear what value to
investors is achieved by back-to-back filings. Another concern with timing an updated Fund Facts
to coincide with a prospectus renewal date that immediately precedes interim disclosure is that the
Fund Facts that is filed with the prospectus, presumably based on information that appears in the
fund’s interim financial statements, would release financial data via Fund Facts to new unitholders
before existing unitholders receive this information through the release of the financial statements
and the interim Management Reports of Fund Performance (MRFPs)). Further clarity is therefore
required with respect to the reporting periods to be used.

Other Regulatory Mandates
(i)  SRO Auditing

The delivery methods proposed in 81-406 present significant compliance challenges with respect
to retaining and producing proof of delivery of every email and fax sent to clients. One such
challenge would be developing a suitable archival and retrieval system, in particular because
emails and faxes would constitute “relationship records” under National Instrument 31-103, the
retention requirement for which means that dealers would effectively have to keep emails and
faxes to long-term clients in perpetuity.





(i)  Integration with other initiatives

BMOII is committed to ensuring our clients have access to the most current information about the
mutual funds we offer, but while we firmly support better disclosure, we do not support
duplicative disclosure in multiple documents, in particular when unitholders bear the cost. We
believe that 81-406 creates an opportunity to consider all regulatory disclosure, present and
proposed, in tandem with a view to dispensing with, merging or streamlining disclosure where
duplication exists. For example, consideration should be given to whether some portions of the
simplified prospectus can now be streamlined or should be transitioned elsewhere if clients will no
longer be receiving it as a matter of course. Frequent and short-term trading restrictions and
penalties is just one topic that merits more prominent disclosure than in a document that virtually
no one will receive. The Joint Forum should also consider whether there are opportunities to
streamline MRFP and Quarterly Portfolio Disclosure requirements. We believe it is a disservice to
investors that they bear the cost of repackaging information that is already publicly available
without a meaningful review of whether opportunities exist to reduce their overall costs.

The Joint Forum makes reference to the paradox of “information overload” in its proposal
document, which we fear will not be assuaged by adding an additional layer of disclosure without
first critically examining what investors already have access to and what they may receive in the
future under other regulatory initiatives. We also see opportunities to integrate the Fund Facts
discussion with the proposed Relationship Disclosure Document, other aspects of the Client
Relationship Model and the Registration Reform Project. A coordinated and holistic approach to
disclosure can only serve to benefit investors.

BMOII thanks the Joint Forum for the opportunity to provide our thoughts on Proposed Framework
81-406. We are strongly in favour of a simplified, reader-friendly and standardized fund summary
document, and we look forward to further consultation regarding its contents and how to introduce it to
the sales process so that it meets investors’ needs and expectations. Should you have any questions
about this submission please feel free to contact the undersigned.

Yours truly,

Paola Cifelli
Legal & Policy Counsel
Manager, Compliance






BANQUE
NATIONALE

Le 15 octobre 2007

Monsieur Neil Mohindra

Directeur temporaire des politiques
Bureau de projet du Forum conjoint
5160 Yonge St.

Case postale 85, 17e étage

North York (Ontario) M2N 6L9

Objet : Commentaires de la Banque Nationale du Canada au sujet du Cadre proposé 81-406,
Information au moment de la souscription des organismes de placement collectif et des
fonds djstincts

Monsieur,

La Banque Nationale tient a remercier le Forum conjoint des autorités réglementaires du marché
financier de l'occasion qui lui est offerte de commenter le projet de Cadre proposé 81-406,
Information au moment de la souscription des organismes de placement collectif et des fonds
distincts (ci-apres le Cadre proposé).

A titre de participante active aux discussions entourant I'évolution des services financiers au
Canada, de méme qu’en raison de son rdle prépondérant dans cette industrie, la Banque
Nationale est dans une situation privilégiée pour mesurer les impacts du Cadre proposé sur les
pratiques en vigueur.

La Banque Nationale salue les efforts déployés par les autorités réglementaires pour améliorer la
qualité de l'information transmise aux investisseurs et épargnants canadiens et appuie
entierement la démarche mise de I'avant.

Nous désirons néanmoins formuler des commentaires qui visent essentiellement a améliorer

certains aspects du Cadre proposé et a prévenir les effets indésirables qui pourraient découler de
son application s'il était adopté dans sa forme actuelle.

Commentaires visant a améliorer le Cadre proposé 81-406

1. Livraison de la fiche de renseignements
1.1 Moment de la livraison

Le Cadre proposé stipule qu’une fiche de renseignements devrait étre remise a tout
investisseur désirant faire I'acquisition d’un titre d’'un organisme de placement
collectif ou d'un fonds distinct, a I'occasion de I'achat initial, a I'occasion d’'un achat
subséquent ou a 'occasion d’'un échange.





Afin de mieux répondre aux attentes de I'investisseur, nous croyons qu'il serait
préférable de lui accorder le choix de recevoir ou de ne pas recevoir une fiche de
renseignements. Nonobstant ce privilege, le représentant pourrait étre tenu de lui
rappeler, avant d’avoir complété la transaction, I'existence de ladite fiche et son droit
a en recevoir une copie s'il le désire.

Pour une majorité d’'investisseurs aguerris, la remise systématique d’'une fiche de
renseignements reléverait d’'une formalité administrative superflue qui aurait comme
effet principal d’alourdir le processus d’acquisition d’un titre ou d’'un fonds.

La Banque Nationale estime ainsi que la remise d’une fiche de renseignements pour
chaque achat subséquent n’est pas justifiée.

Principe directeur
Recherche d’un encadrement efficace

La Banque Nationale estime qu'il est dans l'intérét des acteurs de l'industrie de tenir
compte de la capacité des investisseurs a prendre des décisions responsables et de
respecter leur désir de choisir librement de ce qui leur convient dans I'éventail des
mesures mises en place pour assurer leur sécurité financiere. De plus, il nous
apparait utile d'insister sur I'importance de tendre vers un assouplissement
réglementaire et un allégement du fardeau administratif chaque fois que I'occasion
est offerte.

1.2 Modes de livraison

Le Cadre proposé stipule que la fiche de renseignements devrait étre livrée a chaque
investisseur en mains propres, par télécopieur, par la poste ou par voie électronique.

1.2.1 Vente en personne

Pour les représentants en succursale, la livraison d’'une fiche de renseignements
en personne pose d'importants défis du point de vue de I'approvisionnement. En
effet, des milliers de fonds sont actuellement offerts dans une variété de
catégories, sous différentes séries et par une multitude de manufacturiers.

De plus, pour les représentants appelés a rencontrer les clients a leur domicile, la
remise en mains propres d’'une fiche de renseignements signifie qu’ils devraient
transporter dans leur valise une masse considérable de documents. En
conséquence, il est possible que, par souci d'efficacité ou d’économie, un
représentant procéde a une présélection des titres susceptibles de satisfaire son
client avant de I'avoir rencontré. En ce sens, la remise en mains propres d’'une
fiche de renseignements entrainerait une restriction des choix offerts au client, ce
qui irait a I'encontre des intentions des autorités qui visent plutdt a fournir un
maximum d'informations de facon a encourager une prise de décision éclairée.






La Banque Nationale estime plutdt que I'Internet et les outils de communication
mobiles devraient é&tre mis a profit. Pour les clients qui se présentent en
succursale ou qui ont un acces Internet a leur domicile, la mise en disponibilité
de l'information ne poserait aucune difficulté majeure. Pour les clients qui n'ont
pas d’'accés a Internet de leur domicile, I'ordinateur portable du représentant
pourrait étre utilisé, au moment de sa visite, comme support aux fiches de
renseignements. Cela étant dit, la perspective de maintenir a jour et de loger sur
un ordinateur portable I'ensemble des fiches de renseignements nécessaires
apparait également problématique.

Principe directeur
Vers une utilisation plus responsable des ressources

Il est dans l'intérét des intervenants de I'industrie des services financiers de
prendre en considération I'évolution des valeurs sociales au plan environnemental
et de s'interroger sur la pertinence de privilégier le papier comme support a des
fiches de renseignements et sur I'impact de produits polluants tels que ceux
contenus dans I'encre a imprimer.

1.2.2 Vente par téléphone

Suivant le Cadre proposé, la vente par téléphone requerrait, au moment de la
souscription, la transmission d’'une fiche de renseignements au client par
télécopieur ou par voie électronique.

La livraison obligatoire d'une fiche de renseignements par télécopieur ou par voie
électronique risque de dissuader les investisseurs de compléter une transaction
par téléphone. D’'une part, une partie de la population ne dispose pas d'un
télécopieur ou d'un accés Internet. D'autre part, cette mesure alourdirait
considérablement le processus d'acquisition d’'un fonds commun de placement ou
d’'un fonds distinct.

De plus, il serait dorénavant nécessaire d'effectuer deux appels pour chaque
client pour satisfaire les exigences réglementaires. Un premier servirait a faire
I'analyse des besoins du client, a prodiguer des conseils et a I'informer qu'une
fiche de renseignements lui sera envoyée. Un deuxiéme appel serait requis pour
lui fournir des explications au sujet de ladite fiche et pour effectuer la
transaction.

L'impact de ces nouvelles contraintes administratives et opérationnelles sur nos
centres d'appels serait considérable et aurait un effet défavorable sur ce canal de
distribution qui, depuis les derniéres années, a connu une grande popularité chez
les investisseurs.

La Banque Nationale estime par ailleurs qu'il importe de tenir compte des
exigences des clients. Plusieurs d’entre eux, lorsqu'ils appellent leur représentant






ou leur conseiller en placement, ont déja une idée précise du produit financier
gu'ils souhaitent acquérir. Aussi s'attendent-ils a ce que leur représentant ou
conseiller se montre efficace et compléte la transaction dans les meilleurs délais.
En raison des contraintes évoquées, les mesures proposées ne seraient pas de
nature a leur donner satisfaction.

Enfin, I'obligation de transmettre une fiche de renseignements au client par
télécopieur ou par voie électronique donnerait lieu a une croissance importante
de l'arbitrage entre produits financiers. Un nombre sans cesse grandissant de
parts de fonds communs et de fonds distincts sont aujourd’hui transigées par
téléphone ou par Internet. L'imposition, dans le secteur des fonds
d'investissement, d'un « délai d’'attente » inexistant lors de transactions qui ont
cours dans d’autres catégories de valeurs mobiliéres, créerait & coup sQr un
arbitrage a I'avantage de ces derniéres. Ce faisant, de nombreux épargnants
pourraient faire I'acquisition de produits financiers moins bien adaptés a leur
profil d’'investisseur.

La Banque Nationale est d’'avis que lorsqu’une vente est réalisée par téléphone, le
client pourrait étre informé de I'existence d’'une fiche de renseignements, étre
invité a en recevoir une copie s'il le désire ; étre autorisé a prendre connaissance
de son contenu en se référant au site Internet de la Banque ; étre autorisé a
prendre connaissance de son contenu verbalement, par I'entremise de son
représentant. Le cas échéant, une copie de ladite fiche pourrait également lui
étre expédiée par la poste, au moment de la transaction.

Les regles en vigueur dans le secteur de I'assurance de dommages offrent a cet
égard des perspectives intéressantes, puisqu'’il est prévu que certaines
informations puissent étre communiquées au préalable verbalement.

Principe directeur
Informer dans lI'action

Les moyens utilisés pour diffuser une information éclairante et accessible a tous
les investisseurs doivent concorder avec leur désir d'obtenir satisfaction dans les
meilleurs délais.

1.2.3 Vente par Internet

Suivant le Cadre proposé, un client pourrait compléter une transaction par
Internet si, avant de soumettre I'ordre d’'achat, il a pris soin de cliquer dans la
fiche de renseignements.

Bien que cette mesure implique des modifications d'ordre technologique d’'une
ampleur difficile a déterminer, tant pour les représentants que pour les
institutions concernées, la Banque Nationale juge cette approche conforme aux
nouvelles exigences des clients et la tendance du marché en général.






La Banque Nationale invite toutefois les autorités a tenir compte des délais requis
pour arrimer les infrastructures technologiques avec les nouvelles exigences
réglementaires. Ainsi, une mise en service de sites transactionnels renouvelés
nous paraitrait envisageable, au plus tot, au cours de I'année 2009.

2. Droits des investisseurs

Tel que mentionné plus haut, la Banque Nationale estime que le premier droit qui
devrait étre consenti a l'investisseur est celui d'étre dispensé de recevoir une fiche de
renseignements si tel est son désir. Malheureusement, le Cadre proposé ne prévoit
aucune disposition lui accordant ce droit.

Actuellement, certains courtiers sont dispensés de I'obligation de convenance parce
que le client fait lui-méme ses recherches avant d’effectuer une transaction. La
dispense de la réception de la fiche est donc essentielle pour ce type de clients.

2.1 Somme récupérée en cas d’annulation pendant le délai de réflexion

Le Cadre proposé suggéere que les investisseurs puissent récupérer la moins élevée
des sommes entre, d’'une part, celle qu'il a investie initialement et, d'autre part, la
valeur des titres du fonds a la date a laquelle il annule son achat.

Le droit d’annulation pendant le délai de réflexion nécessiterait des modifications
importantes au plan logistique. Il ne s'agirait plus de renverser une transaction et de
rembourser au client le montant initial investi, mais bien de calculer un
remboursement s’appuyant sur des variables sujettes a des contestations.

2.2 Si la fiche de renseignements n’est pas livrée

Selon le Cadre proposé, lorsque des titres seront acquis aupres d’'un organisme de
placement collectif, les investisseurs auront la possibilité d’annuler leur achat a tout
moment, s'ils n’ont pas regu la fiche de renseignements avant le moment de la
souscription ou au moment de la souscription.

Malheureusement, il existe un risque bien réel que cette disposition soit utilisée a
I'encontre du représentant, du conseiller en placement ou du gestionnaire de fonds.
Par exemple, si apres avoir complété une transaction, un marché donné connait une
baisse subite, il serait facile pour un client d’annuler son achat sous prétexte que
ladite fiche ne lui a pas été remise. Cette disposition obligerait donc les intervenants
a mettre en place des outils sophistiqués — inexistants a ce jour — leur permettant
d’effectuer un contréle rigoureux de la distribution des fiches de renseignements.

Cette disposition obligerait de surcroit les courtiers a conserver indéfiniment une
masse colossale d'informations. Une telle gestion de données s'avérerait fastidieuse
et sans effet bénéfique pour l'une ou l'autre des parties.





Principe directeur
Accompagner I'investisseur plutdt que le surprotéger

Le droit d'annuler son achat « en tout temps » n’existe dans aucune autre discipline
des services financiers ni pour aucun autre produit financier. Si 'encadrement des
processus est souhaitable, il ne devrait toutefois pas mener a la documentation de
chaque transaction effectuée par I'un ou l'autre des acteurs concernés. Une approche
misant sur les inspections ponctuelles de conformité aux normes, plutot que le suivi
et I'archivage systématique des communications, constitue le meilleur moyen d’allier
le respect des obligations de I'industrie aux devoirs des épargnants.

Obligations réglementaires
3.1 Etablissement de la fiche de renseignements

Le Cadre proposé rappelle que les investisseurs veulent étre en mesure de comparer
aisément les fonds et souhaitent obtenir des documents faciles a lire et a
comprendre.

La Banque Nationale reconnait ce besoin et appuie entierement le principe mis de
I'avant. Toutefois, il importe selon nous que les renseignements retenus pour
permettre aux investisseurs de comparer les fonds entre eux soient suffisamment
complets.

D’abord, nous jugeons que le rendement du fonds qui est présenté au recto de la
fiche devrait faire I'objet d'une comparaison. Cela favoriserait une meilleure
compréhension de la performance relative du fonds considéré par I'épargnant. A cet
égard, des indices de référence devraient étre clairement identifiés, ainsi que la
catégorie de fonds a laquelle se rapporte le fonds.

Ensuite, le verso de la fiche nous semble particulierement mal adapté pour les fonds
ne comportant pas de frais d’entrée ni de sortie (les fonds 0 /oads). En effet, la
section portant sur les frais d’acquisition devrait faire I'objet d'une structure
différente, selon qu'il s'agisse d'un fonds avec frais ou encore sans frais.

Finalement, nous doutons que dans sa forme actuelle, la section sur la rémunération
des conseillers convienne dans le cas d’employés salariés. 1l y aurait lieu d'assurer
gu'un libellé adapté a cette réalité soit élaboré.

Pour ces raisons, nous estimons qu’un comité d’industrie devrait étre formé afin
d’établir le contenu optimal de la fiche de renseignements. De fait, les aspects
techniques sont nombreux (pensons seulement & la répartition des placements
prévue au recto dans le cas d’'un fonds mondial d'allocations d’actifs : devrait-elle
étre exprimée en fonction de la catégorie d’actifs ? De la géographie? Du secteur ?).






4. Conclusion

La Banque Nationale soutient la mise en place d’un systéme visant a rendre
facilement accessible une information claire et concise a la clientéle des organismes
de placement collectif et des fonds distincts.

Nous estimons cependant que la mise en ceuvre intégrale du Cadre proposé 81-406
aurait des effets indésirables sur les professionnels et les institutions du secteur, de
méme que sur les épargnants eux-mémes.

Premiérement, I'éventail des fonds communs de placement et des fonds distincts
offerts a I'épargnant au moment de I'achat serait réduit. Cette diminution du choix
découlerait directement de I'obligation de fournir I'ensemble des fiches de
renseignements mises a jour au consommateur avant toute transaction, une tache
fastidieuse dans certains cas, notamment lors d’'une vente en personne.

Deuxiemement, la mise en place d’'un systéme élaboré et complexe inciterait les
distributeurs a limiter leur sélection de produits a celle de quelques manufacturiers.
Une telle concentration porterait un coup dur aux cabinets de courtage en épargne
collective de petite taille et priverait les investisseurs de la grande diversité de l'offre
gu'ils connaissent aujourd’hui.

Troisiemement, des contraintes nombreuses et un environnement trop rigide
méneraient inévitablement a un arbitrage entre produits financiers. Nous assisterions
a une migration des investissements dans les titres d'OPC et de fonds distincts vers
d’autres produits éventuellement moins bien adaptés au profil des investisseurs.
Enfin, les délais fixés pour mettre en place les systémes requis apparaissent difficiles,
voire impossibles a respecter.

Toutefois, comme nous I'avons exposé dans cette lettre de commentaires, une série
d’'ajustements permettrait a notre avis d'atténuer les effets indésirables du Cadre
proposé. C'est le cas de la mise en ceuvre d'une approche misant davantage sur
l'inspection ponctuelle plutét que sur le suivi et I'archivage systématique des
communications; de la préservation de la liberté de choix des investisseurs dans la
sélection des outils décisionnels mis a leur disposition; ou encore de I'utilisation
accrue d’Internet ou des ordinateurs portables comme support a la communication
des fiches de renseignements.

Nous espérons que ces commentaires vous seront utiles. Il nous fera plaisir d'en
discuter davantage avec vous le cas échéant.

Veuillez agréer, Monsieur, nos salutations distinguées.

Charles Guay
Premier vice-président — Fonds mutuels
Banque Nationale du Canada






October 23, 2007

Mr. Neil Mohindra, Acting Policy Manager
Joint Forum Project Office

5160 Yonge St.

Box 85, 17" Floor

North York, Ontario M2N 6L9

Dear Mr. Mohindra:

Re: Proposed Framework 81-406; Point of sale disclosure for mutual | funds and
segregated funds (Proposed Framework)

Thank you for providing us with the opportunity to comment on the Proposed
Framework. Berkshire Securities Inc. (“Berkshire”) is an IDA Member firm which has
400 registrants across Canada who service retail investors.

While Berkshire supports the Joint Forum’s initiative to create a meaningful, more
simplified form of disclosure for mutual fund and segregated fund investors, we have
concerns with the delivery methods and required timing of delivery for “Fund Facts.”

The methods of delivery described under the Proposed Framework are extremely limited
and not practical for the way we conduct our business. The Proposed Framework states
that delivery of Fund Facts must occur prior to the sale and may be by hand, fax, mail or
electronically. Since a great many of our transactions take place over the phone, the
above described options are limited.

Furthermore, our firm has internal policies that prohibit distribution of client documents
via e-mail in order to safeguard clients from on-line frauds. This policy precludes
Berkshire from providing Fund Facts documents to clients via e-mail. Similarly, we have
chosen not to transmit client documents via fax because that too, presents security

concerns.

To complete a majority of our transactions, Berkshire would be required to mail the Fund
Facts which would inhibit our client’s ability to execute transactions in a timely way.

As such, we request that an access equals delivery model be considered which would
adequately balance the regulators’ concerns for the provision of meaningful disclosure to
investors and the members’ concerns surrounding customer satisfaction and operational
1ssues.

BERKSHIRE SECURITIES INC.*
1375 Kerns Road, Burl':nly_‘-,hm. Ontario L7R 4X8
Tel.: (905) 331-0600 = Toll Free: 1-888-666-6865 +  Fax: 1-888-666-6875

*MEMBER CIFF

BRKA4053-E





If the Joint Forum does not agree to an access equals delivery approach, Berkshire
suggests, that at a minimum, the Joint Forum allow clients to waive receipt of the Fund
Facts document if they so choose, in particular with respect to subsequent purchases and

switches.
In addition to the above we also seek clarification with respect to requirements for audit
trails and compliance oversight with respect to the Fund Facts document.

Thank you for taking the time to consider our comments.

Regards,
] : ._1 \ -~
( ( Lo ) W\ LTy

Alison Fletcher
Senior Vice-President, Compliance






From: “Phillips, Marie” <phillips@bickfinancial.com>

To: <jointforum@fsco.gov.on.ca>
Date: Mon, Oct 15, 2007 3:49 PM
Subject: Point of Sale Disclosure Comments

Good Afternoon,

The feedback from our Advisors here at Bick Financial is unanimous in
the support for improved disclosure. In the current format(s),
Simplified Prospectuses, AlFs and MD&As are not meaningful for most of
our clients.

We are diligent in our process of providing information to our clients
in order for them to provide clear and informed consent to us regarding
purchases or asset allocation changes within their portfolios. To that
end, the fund fact sheet will go a long way in assisting us explain the
nature of the investment(s) and how we’re compensated for that advice.

However, one of the issues in the proposed framework which concerns us
is the requirement that clients must receive subsequent copies of the
“fund facts” sheet prior to purchasing an existing fund in their
portfolio.

We would like to see an exemption of the requirement to fulfil this
obligation for subsequent purchases of an existing fund in their
portfolio. At the very least the client should have the option of
“opting out’ of this requirement should they wish to do so.

Please consider the following;

1. The Client has already given authorization to invest in the
fund. Subsequent investments represent a continuation of the investment
plan and not a completely new investment.

2. We have created detailed, written financial plans for our
clients. The investments selected flow from those plans which have been
approved in writing by the clients.

3. Clients are getting too much paper from us already and are
complaining about it. Furthermore, if we deluge clients with more paper
it decreases the likelihood that they will read any of it.





4. The clients best interest regarding the practicality of timely
investing during times of market turbulence or deadlines such as the
RRSP contribution timeframes.

Is it possible then to consider, at time of transaction, to consolidate
the confirmations sent by the fund companies, to contain much of this
information? Or is it possible to have consolidated fund facts sent to
the client, which they may choose to opt out of?

Your consideration of the above is greatly appreciated. Please feel free
to contact me below for additional comment.

Sincerely,
Marie Phillips
Chief Compliance Officer

Bick Financial Security Corporation

241 Wilson St. E.

Ancaster, ON

L9G 2B8

888-777-2425 x 229

Bcc: All BFSC Associates






From: “Bill Braithwaite” <bbwait@gmail.com>

To: <jointforum@fsco.gov.on.ca>
Date: Fri, Jun 29, 2007 12:07 PM
Subject: Comments re: 81-406

Neil Mohindra

Acting Policy Manager
Joint Form Project Office
5160 Yong St.

Box 85, 17th floor

North York, ON

M2N 6L9

Ph. (416) 590-7031  Fax (416) 590-7070

Re: rule_20070615 81406-pos_en.pdf

81-406 June 15, 2007 Volume 30, Issue 24 (Supp-4) Page 25 (pdf
29)

“Fund Facts” “How does my adviser get paid?” “trailing
commission”
Comment. Fund Facts should include the formula which is used to calculate

the trailing commission

Comparing the trailing commission rate of similar funds is
misleading. See details below

All funds should use the same simple formula to calculate
trailing commissions so rate comparison is not misleading

Details. Comments and Suggestion for better disclosure.

I have found that in many cases, the formula used in the calculation of
trailing commissions is substantially different with many funds. For example,
some funds may use an average of the daily close NAV for the quarter, and
others may average the end of each month close NAV for the quarter. | have
also found that, in some cases, the explanation of the basis of the
calculation to be ambiguous. The result is that when a dealer or investor
compares the rate of trailing commissions of one fund to another, he can be
mislead.

A simple solution for better disclosure would be to require all funds to use
the same standard formula for the calculation of the trailing commission.
Each fund would be free to charge whatever rate it wishes to, but must use
the same formula to calculate the trailing commission. My suggestion is that,
the end of each month NAV be averaged for the quarter, and this average be
multiplied by the rate the fund company wishes to charge with the result
divided by 4

Example for the first quarter of the year.

( ¢ ( NAV close Jan + NAV close Feb + NAV close Mar )/3 ) X Annual Rate ) /4
= Trailing Fee $ paid for quarter.

The advantages of using this simple formula as a standard is that the dealer





or investor would only have to compare rates in order to know which fee is
higher. Also, if he wanted to, it would be easy for him to do the calculation
himself. For the quarter, he would only need to obtain three net asset values
and the rate charged.

Improving transparency in this way will increase the efficiency of the market
by encouraging competition.

Note. Averaging monthly NAV’s instead of averaging daily NAV’s may cause
temporary anomalies which would average out over time. This minor
disadvantage would be greatly outweighed by the advantage of requiring only 3
readily available NAV’s per quarter for the formula. If it is decided to use
daily NAV’s to calculate an average for the formula, it should be a
requirement that fund companies publish and make readily available to
investors the average NAV number they use in the calculation. In summary, in
the interests of simplicity, averaging monthly closing NAV’s for the quarter,
and paying trailing fees quarterly would be easy to implement and easy to
explain to investors.

Sincerely

Bill Braithwaite, Private Investor
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Subject: Further Comments & Suggestions re: 81-406

Neil Mohindra
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Acting Policy Manager
Joint Forum Project Office
5160 Yonge St.

Box 85, 17th Floor

North York, ON

M2N 6L9

Phone: 416-590-7031 Fax: 416 590 7070 E-mail:
Jointforum@fsco.gov.on.ca

Comments and Suggestions on POS Framework Proposal 81-406

Ref: Fund Facts ‘“How does my advisor get paid?” “trailing commission”

Subsequent to my previous comment dated June 29, 2007, 1 have become more
aware of the complexities involved in the various methods used to calculate
trailing commissions by various mutual fund companies. | have also become
more aware of the reluctance, in some cases, of fund companies to provide me
with information on trailing commissions specific to my account. 1In one
case, an individual at a fund company outright refused to provide me with
information on trailing commissions specific to my individual fund held in my
name, even though this information was available from the fund company to the
dealer on an individual account basis. The reason given for this refusal was
a concern about how this may affect the relationship between the fund company
and the dealer.

Full disclosure of trailing commissions both at POS and on an ongoing basis
is critical information for the investor to have in order to minimize the
potential for advice to be given on the basis of dealer compensation rather
than on the basis of what is best for the investor.





The problem is a lack of a clear requirement for full disclosure of trailing
commissions, as well as a lack of an enforced and simple standard method of
calculation.

Suggested Solutions

1.. Standardize and simplify the method of calculation of trailing
commissions. Whether it is calculated from calendar days of NAV or business
days of NAV or monthly averages or quarterly averages, irrespective of what
method is chosen, all fund companies should be required to use the same
method of calculation. This formula should be made public and available to
all investors upon request. Comparing rates at POS would then be meaningful
and not misleading.

2.. Require dollar amounts paid in trailing commissions for each individual
fund be included in statements on an ongoing basis. This would allow an
investor to verify the costs of trailing commissions as indicated at POS. It
would also alert him to any subsequent changes to trailing commission rates.

In conclusion, standardizing and simplifying the calculation of trailing
commissions will reduce costs. Also, it will facilitate full disclosure of
trailing commissions In a concise manner that is easy to understand. It is
imperative for an investor to have an accurate understanding of trailing
commissions to minimize the potential for dealer compensation influencing
advice given. From my experience, the status quo is clearly unacceptable. It
is my hope that the Joint Forum will make recommendations, which result in a
solution to this serious problem.

Sincerely,

Bill Braithwaite Private Investor
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Scotia Plaza, 40 King Street West
Toronto, Ontario, Canada M5H 3Y4
tel.: (416) 367-6000 fax: (416) 367-6749
www.blgcanada.com

October 19, 2007
VIA EMAIL

Joint Forum of Financial Market Regulators
c/o

Neil Mohindra

Acting Policy Manager

Joint Forum Project Office

5160 Yonge Street

Box 85, 17" Floor

North York, Ontario

M2N 6L9

jointforum @fsco.gov.on.ca

Dear Sirs/Mesdames:

Re: Proposed Framework 81-406 Point of Sale Disclosure for Mutual Funds
and Segregated Funds— Published for comment on June 15, 2007

We are pleased to provide the members of the Joint Forum of Financial Market
Regulators (the Joint Forum) with comments on the above-noted proposed Framework
(the Proposals).

These comments are those of lawyers in BLG’s Investment Management practice group
and do not necessarily represent the views of the firm or our clients, although we have
incorporated feedback received to date from our clients into this letter.

We have several overall comments on the Proposals, and also some specific comments on

the proposed Fund Facts document.
1 Support for the Joint Forum’s General Goals

We fully support the general goals of the Joint Forum with the Proposals: that is, to
recognize the shortcomings of the current disclosure regimes for both mutual funds and
segregated funds and to make it easier for investors to have a basic and correct
understanding of the potential benefits, risks and costs of investing in a fund and to be
able to meaningfully compare one fund with another. We commend the Joint Forum on
its on-going work to build on the 2003 consultation paper Rethinking Point of Sale
Disclosure for Segregated Funds and Mutual Funds and in particular to continue to
emphasize the continuing need for harmonized regulation (where appropriate) of mutual
funds and segregated funds, given their similarities.
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2. Support for Disclosure Rulesthat Recognize the Important Role of Advisors
to Investors

We urge the Joint Forum to develop the rules that will implement the Proposals, keeping
in mind the important role of advisors to investors in mutual funds or segregated funds.
Securities of mutual funds can only be acquired by investors who work with a registered
dealer and its registered representatives, unless a dealer registration exemption is
available. Similarly, segregated funds can only be acquired through licensed insurance
agents. In our view, it is critical to keep in mind that investors in either fund product do
not acquire those funds after only reviewing a prospectus or other written information
about those funds. In all cases (other than investors who acquire mutual funds through
discount brokers), the investor is relying on the advice of a registered or licensed
representative, including, in many cases, recommendations of that registered or licensed
representative.

While written information about a particular fund or funds is important, particularly for
the reasons we outline below, we believe that a continued regulatory focus — and
recognition — of the importance of the “know-your-client” and suitability rules in the
context of mutual fund and segregated fund investing through registered dealers and
licensed agents is equally, if not more, important. As we will articulate in greater detail
in this letter, we believe the Proposals do not sufficiently recognize the role of an advisor
in the sales process and appear to reinforce the popular, but unfounded, belief that
investors actively review and make decisions on their own based solely on the written
disclosure they receive about a fund.

3. Need for Regulatory Articulation of the Purpose of Disclosure

The Joint Forum describe three principles that underpin the Proposals: (i) providing
investors with key information about a fund; (ii) providing the information in a simple,
accessible and comparable format; and (iii) providing the information before investors
make their decision to buy.

While we do not necessarily disagree with these principles, we urge the Joint Forum to
keep in mind the other purposes for disclosure that were discussed in the Joint Forum’s
2003 Consultation Paper, particularly those discussed under the heading “Why do we ask
for the disclosure we do?”’, which can be summarized as:

. The need to inform consumers. The statement “consumers need to have reliable
accessible written information above and beyond verbal communications and
sales material” is particularly apt and echoes statements made by the Canadian
Committee on Mutual Funds and Investment Contracts in their important 1969
study. At paragraph 14.10, the Committee states, after acknowledging the
importance of information provided to investors by advisors (“salesmen”) during
the investing process: “In implied recognition that the verbal content of the
salesman’s presentation cannot effectively be controlled, requirements are applied
to the literature used; the most important manifestation of this is in the prospectus
requirement ...”

. Defining the fund and the duties of the operator
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. Using disclosure as a check and balance

Educating consumers

Allowing for comparisons among funds

In our view, the Joint Forum identified appropriate principles in the 2003 Consultation
Paper and proposed, in that Paper, a disclosure system that took into account those
principles.

4. Need to Differentiate between Disclosure of Dealer Information and Fund
I nformation

In our view, the Proposals reinforce today’s difficulties with the disclosure documents for
mutual funds in particular, which is that these documents are used to relay information
not only about the particular fund and its management and administration, but also about
the distribution process and the investor’s relationship with distributors (advisors and
dealers) of that fund. We believe that the CSA’s proposed approach manifested in
Proposed National Instrument 31-103 to mandate that registrants provide a relationship
disclosure document to clients at account opening is the better approach to ensure
information about the dealer’s role in distributing funds is provided to investors. In this
way, important information about dealer compensation and incentives can be provided, as
well as their relationships with the funds that they are distributing. This will mean that
the fund-specific documents can focus on providing meaningful information about the
fund, its management and administration.

We believe that it is critical that the Proposals be harmonized and developed closely with
the proposed relationship disclosure documents. The proposed Fund Facts document
must be integrated with the proposed relationship disclosure document, and vice versa.
Greater attention must be paid to ensuring that the appropriate information is provided in
the Fund Facts (information related to the fund and its management and administration)
and in the relationship disclosure document (distribution information and dealer-specific
information, including specific information about the forms of compensation the dealer
and advisor are receiving or will receive in respect of fund sales).

We note that the concept of differentiating between “fund” disclosure and ‘“dealer”
disclosure was first proposed by Glorianne Stromberg in 1994 in her report Regulatory
Strategies for the Mid-*90s. Ms. Stromberg recommended that investors receive a “point
of sale disclosure document” at point of sale, which was to be prepared in two parts — one
part to be completed by the fund manager and the second part to be completed by the
dealer. While we believe this two-part document has practical difficulties — we believe
the concept and the rationale behind Ms. Stromberg’s recommendation are the same as
what we suggest above'.

' We note that Ms. Stromberg’s 1994 disclosure proposals are in some ways consistent with our
recommended approach, although we disagree with some of her proposals where they went beyond what
we believe is necessary to meet reasonable investor expectations and would impose cost burdens or be
difficult to implement in practice.
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5. Need for Analysisof the Costs and Benefits of the Proposals

We recognize that the Joint Forum considers that it has conducted sufficient research in
the intervening period since the 2003 Consultation Paper, including interviews with
investors and advisors about the Fund Facts document. We understand that the Joint
Forum believes that the research it conducted with investors and advisers on the Fund
Facts document has given it appropriate feedback on the content and style of the
document and that no additional interviews beyond the few individuals involved is
necessary to develop this document.

However, we believe this research must be supplemented by focused cost-benefit analysis
and additional research, including investor research, into the actual system of delivery
and use of the Fund Facts document. We believe that the practicalities of the proposed
disclosure system needs additional exploration and various alternatives, including
technological solutions, need to be considered further before a formal rule can be
developed to replace existing regulation. In our view, a proposed rule must be capable of
relatively easy compliance, without undue expense. Industry participants must be given
sufficient time to come up with the compliance and technological systems that are
necessary to provide for that compliance.

6. Need for Recognition of Today’s More Technologically Adept Society

The Joint Forum indicated in the Proposals that “access equals delivery” is not
considered appropriate for Canadian investors and that Canadian investors are
particularly opposed to this. We urge the Joint Forum to continue its research into this
issue. Is this really still a valid objection? We know that Canadian’s use of the Internet
is even greater today than was cited in the 2001 statistics quoted in the 2003 Consultation
Paper at footnote 10.

We point out that the Canadian securities regulators are increasingly insisting on
disclosure documents being posted “prominently” on fund manager websites, presumably
in recognition that investors can easily access this information, so long as it is readily
available and investors know about the information and where they can locate it. We
urge the Joint Forum to recognize the validity and accessibility of website postings.

At the very least, we recommend that investors be given a choice on how (or whether)
they wish to receive a document, including a choice on being given the ability to access
the document on a website.

7. Proposals Must be Developed with a Recognition of the Entire Disclosure
System

We urge the Joint Forum to develop the Proposals in light of the entire disclosure system
— with particular recognition of the advances made in the last five years in continuous
disclosure for funds. In our view, a point of sale disclosure system must be built upon
and in recognition of both the regulatory theory and practice surrounding the continuous
disclosure regime.
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A point of sale disclosure system (which includes the prospectus) is designed to be given
to an investor the first time he or she invests in a fund. Once that individual becomes an
investor, then he or she relies on the information provided in the continuous disclosure
documents to keep up-to-date on what and how that fund is doing. In making any
additional investment, that investor has no need for a further prospectus (or Fund Facts)
because he or she has access to information that is up-to-date and complete.

We strongly recommend that the point of sale disclosure regime recognize the above-
noted theory and practice and only require a point of sale document (Fund Facts or
prospectus) to be given out at the time the investor makes his or her first investment in a
fund. If this investor is already an investor in a fund at the time that he or she makes an
additional investment, then no further point of sale disclosure document will be
necessary. The Joint Forum proposes that no point of sale disclosure document be
delivered in respect of periodic investment plans — we see no difference in the theoretical
and practical underpinnings for this proposal and our recommendation. Otherwise,
investors will receive duplicative and potentially confusing information on additional
investments. In addition, making this change will practically and realistically recognize
the investment process when additional investments are being made.

8. Proposals Should be Developed to Change Entire Prospectus Disclosure
Regime

In the Proposals, the Joint Forum focuses on the Fund Facts document and the “cooling
off” rights of investors in mutual funds and segregated funds. We urge the Joint Forum
to develop a complete disclosure regime when developing the proposed rules to
implement the Proposals. We recognize the boldness of some of our suggestions, but feel
that the regulators should take a more holistic approach that recognizes the matters we
articulate in this letter, rather than make incremental amendments to the disclosure
documents that are costly to implement and may be difficult to explain to investors.

(a) We believe that the Fund Facts should not simply be an add-on to today’s
disclosure documents, in the case of mutual funds, the simplified
prospectus and annual information form. While these documents will no
longer have to be printed to be delivered to investors, there is still a cost to
complete them and, in our view, the information contained in them is
today duplicative and inconsistent with the aims of the Joint Forum
regarding simplifying our disclosure system. In addition, as noted above,
we believe that the prospectus disclosure system must be harmonized with
the continuous disclosure system, which means that these documents must
be reviewed in light of the advances in the continuous disclosure system.

We are strongly in favour of a foundation document for a fund of the
nature described in the 2003 Consultation Paper”, but urge the Joint Forum
to consider allowing funds in a fund family to combine disclosure into one
central foundation document. This foundation document should not be

* This is consistent with Glorianne Stromberg’s “base disclosure document”. We note that we disagree
with Ms. Stromberg’s suggestion that this document also be delivered to investors at the point of sale and
her proposal that each fund have its own base disclosure document.





considered a reversion back to the pre-2000 “simplified prospectuses” or
even the pre-1986 “prospectuses” for mutual funds, but a simple, but
complete, discussion of the important material facts about the operations,
management, structure and administration of a fund that would not repeat
information contained in the continuous disclosure documents. The
foundation document would (to the greatest extent possible) be

BORDEN “evergreen”. The combination of the foundation document and the
LADNER continuous disclosure information would allow a fund to disclose all
GERVAIS material facts about the fund so that disclosure would be “full, true and

plain”, as required by securities laws.

(b) We also urge the Joint Forum to reconsider the filing and renewal
requirements contained in insurance and securities regulation. With
respect to mutual funds, we recommend that the Canadian securities
regulators consider the following changes:

@) Requiring point of sale disclosure documents to be updated
whenever a ‘“material change” occurs, or whenever the fund
manager believes the information contained in a particular
document is no longer correct. This would be a flexible, rather
than a prescriptive requirement. There would no longer be a
requirement to annually refile a prospectus disclosure document, as
a pro forma document, which gets reviewed by regulators before
being formally filed. Rather a more flexible approach would
require a document to be filed when changed”.

(1)  Requiring regulatory filings whenever a point of sale disclosure
document is changed as described above.

(ii1)  The CSA would review disclosure documents in the context of the
entire disclosure package: point of sale, continuous disclosure and,
for compliance purposes, also sales communications, on a periodic
basis for all mutual fund families. This approach would free the
CSA staff from the necessity and expectations that some review of
prospectus documents must take place at the annual review period.
We support a move away from the current focus on prospectus
documents to a more complete compliance-review focus on all
regulatory disclosure documents.

(iv)  We recognize that there is a need for a specific trigger so that
funds would only be qualified for continued distribution if a
particular filing has occurred. We recommend that a more
principles-based requirement be considered, rather than today’s
requirements of annual pro forma and final renewals of
prospectuses.

? Ms. Stromberg’s recommendation was for the base disclosure document to be refiled every three years,
rather than annually.
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9. Preparation of Fund Facts

We agree that some form of simple written disclosure statement needs to be given to
investors at some point in the investment process — we point out that virtually all fund
managers prepare such written material for distribution to investors. We also agree with
the concept of a simple two-page document per fund, which would be in addition to more
complete documents (although as noted above, we believe the simplified prospectus and
annual information form regime requires revamping to become one central foundation
document). Our central issues around the preparation of the Fund Facts are as follows:

(a)

(b)

(©

(d)

The Proposals do not recognize the huge logistical implications for a fund
manager in having to prepare a Fund Facts for each series or class of units
of a fund, three or four times a year, in English and also in French (if the
funds are sold in Quebec). We believe that significant logistical issues
would arise even if the Proposals only required a single Fund Facts for
each fund (and not of each series of that fund), however, the Proposals
requiring a Fund Facts for each series, seems overly burdensome from any
perspective. Given our views on the contents of a Fund Facts document
(described below), we believe that a single Fund Facts document per fund
is all that should be necessary.

The Proposals prescribe the updating required of a Fund Facts — at least
three times a year, which would be the practical result of the Proposals,
since most funds do not have renewal dates that coincide perfectly with
their annual and interim financial statement filing dates. As we describe
above, we recommend a more flexible, less prescriptive approach be
adopted. Given our views on the contents of a Fund Facts document, we
believe that these documents should not require such constant updating.

The Proposals should reflect the possibility that technological solutions
may be developed for posting Fund Facts on line — making them available
for access (and printing) by dealers, sales representatives and investors,
alike. From a logistical perspective, we believe the Proposals must
recognize that Fund Facts may likely not be delivered by fund managers in
printed format to dealers for delivery to investors — rather, posting onto a
website (whether their own or a central industry website) may be the
appropriate and least costly solution. We recommend further
consultations with industry participants on this point.

We also recommend further consultation with industry participants about
the need for a single Fund Facts per fund. We believe that investors may
consider that they are better served by having access to a document that
compares and contrasts different mutual funds in a fund family in order to
understand the full range of investment options. Certainly, this format
may lessen the logistical and cost burden on industry participants.
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10. Delivery of Fund Facts

As we note above, we agree that a Fund Facts document should go to first time investors
in a fund at some point in the investment process. However, we disagree that this point
must always be before the trade, given the logistical issues that we understand confront
industry participants, particularly registrants and insurance agents distributing funds.
These very same logistical issues can surely be said to confront investors who wish to
invest in a fund without any further delays.

At the very least, we strongly recommend that an investor be able to waive receipt of a
Fund Facts, given that not all investors, even first time investors, will feel the need for
such a document. Again, as we note above, we recommend that a Fund Facts not be
required to be delivered on any subsequent purchase of a fund, where the investor already
owns securities of that fund. We refer again to our first comment on the need for
reinforcement of the duties of registrants and sales representatives when dealing with
investors in funds.

We also point out that the “before the trade” component of delivery of Fund Facts
proposed theoretically would permit a sales representative to give his or her client a
package of Fund Facts (one for each series of funds he or she may ever recommend,
assuming those funds have December 31 year-ends) on March 31 (which would be after
the date a Fund Facts had to be updated), which would allow the client to trade in any
security of those funds at least for the next six months, without having to receive a
specific Fund Facts for the particular fund chosen at the time of trade — until such time as
the Fund Facts for those funds needed to be updated to reflect a material change or in
conjunction with the semi annual statements (assuming no renewal was required in the
interim). Would this approach be consistent with the intent of the Joint Forum behind the
Proposals?

11. Cooling Off Rights

We agree with the changes proposed by the Joint Forum for mutual fund “cooling off”
rights (assuming such a right is considered necessary), but we strongly recommend that
this right not be open-ended. As the Proposals are written now, it would appear that an
investor would have an infinite right to withdraw from the purchase if a Fund Facts was
not delivered to them before or at the point of sale, even where a dealer attempts to cure
such defect by delivering the Fund Facts after the trade. In addition there is no certainty
as to what an investor could do to make such a claim or what a dealer would be able to do
to refute the claim. As drafted, the investor would be able to make this claim and
exercise cooling off rights months, if not years, after a trade occurs. This would permit
an investor to use this cooling off right for purposes completely unrelated to its original
intention, including market timing.

This would provide for considerable uncertainty for funds and fund managers, given that
the withdrawal from the purchase would have to be treated as a redemption from the
fund. Since delivery of the Fund Facts is a dealer obligation and is out of the control of
the fund and the fund manager, perhaps it would be appropriate for a client to be able to
claim the purchase money from the dealer who failed to deliver the document.
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We recommend some time limit be imposed on exercise of this right and a recognition
that the default can be cured by delivery at some point after the trade.

We also recommend that the Proposals acknowledge or explain why investors in
segregated funds do not have similar cooling off rights. Why are mutual fund investors
being given this right, when it is not also given to segregated fund investors? Given that
the aim of the Joint Forum is to harmonize the regulation of segregated funds and mutual
funds, we find this difference in essential rights to be curious.

12. Liability for the Documents

We recommend further consultation on the liability of funds and fund managers for the
disclosure contained in Fund Facts, and the other prospectus and continuous disclosure
documents. This is an important issue and deserves specific attention and analysis, given
the complicated legislation across Canada giving investors so-called statutory rights for
prospectus disclosure, as well as continuous disclosure. We are unclear how the
prospectus rights would work in the context of an investor who receives only a Fund
Facts document.

The Fund Facts published by the Joint Forum contains less than complete disclosure
about the availability of other prospectus and continuous disclosure documents. The
theory behind giving investors a simple two-page document is that this document is
deemed to incorporate by reference (which it does not appear to do at the present time) all
of the other permanent disclosure documents, so that, in effect, investors are deemed to
receive the other documents when they receive the Fund Facts. This is important for
investors so that they can take action on any misrepresentation that may appear in one of
the other documents, even though it doesn’t appear in the Fund Facts. It’s also a very
important concept for the fund company and the fund, since the Fund Facts, will of
necessity, have many omissions of “material facts”, given its simplicity and style of
drafting. Having the other documents incorporated by reference, means that investors
will not have any rights of action for such omissions, assuming the information is
contained in the other documents. This is the approach taken with National Instrument
81-101, which has worked well in practice.

13. Contents of the Fund Facts
Our central recommendations about the contents of the Fund Facts are:

(a) Industry participants must have some flexibility to prepare them in ways
that make sense for their funds. It is not clear from the Proposals exactly
how prescriptive the Fund Facts form (rule) would be — but excessive
prescription will run the risk of making all Fund Facts look the same
(which would not inspire investors to read them, since their importance
would be muted and could conceivably easily confuse readers) and
requiring a fund manager to include disclosure about a fund that it believes
is inappropriate or misleading. As we highlight below, the sample Fund
Facts published by the Joint Forum does contain several aspects that we
believe are inappropriate and potentially misleading.
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Disclosure that is subject to constant change should be minimized so as to
allow for minimized need for updating of the Fund Facts. This would
mean, for example, that MER and costs of a particular fund should be
taken from the year-end financial statements (and not be required to be
updated). We question the necessity for Fund Facts to contain
performance disclosure given the wide availability of this information in
other sources, including the continuous disclosure information and reports
such as those readily available to dealers and sales representatives, such as
Morningstar.

We are concerned as legal advisers to the industry just how we would
advise our clients about compliance with a rule that requires disclosure to
a particular grade level of the Flesch-Kincaid readability tests, although
we recognize that these tests are used by some government offices in the
United States and software programs such as WORD have options
available to test documents against these tests.

We feel a rule of this nature would need serious transition timing, given
the current standards of disclosure in the industry today and the need to
learn writing methods necessary to meet those tests.

We wonder if these tests, and the suggested Grade 5 level, are even
appropriate for Canadian investors, the vast majority of whom are adult
and literate. Writing to a Grade 5 level would, in our opinion, mean that
the writing would be extremely simple, with complex information
provided in much more simplistic form than present. This would allow
only for very generalized statements to be made, without any of the
necessary explanation provided. Misunderstandings may arise. We
recommend further consultation be undertaken by the Joint Forum on the
need and appropriate levels for these tests.

We note, for your information, that this letter is apparently written at a
Grade 12 level according to the Flesch-Kincaid test built into BLG’s
WORD software. We also note that we are unable to double-check that
this test is the correct test the Joint Forum mentions in the Proposals,
although we assume it is. Any rule would have to clearly allow industry
participants to use tests built into commonly used word processing
programs to ensure that no additional costs were imposed by this rule.

Disclosure about costs should either be given per series — or the most
commonly held series should be highlighted — and information given
about how the investor can get similar information about the other series
options available. Otherwise a simple Fund Facts would become quite
complex very quickly.

Information about sales charge options should be given for each available
option to ensure that investors can have a complete understanding of their
available options, including no-load options. We do not understand the
insertion of tick boxes in the Joint Forum’s sample document. Are these

10
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14.
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(h)

tick boxes to be completed by someone? The information under the
heading “what else you should know” should not be prescribed and we
recommend further consultation with industry participants about the
specific wording used by the Joint Forum, given that we believe that some
of the wording is not correct and potentially misleading. The 10 percent
free redemption right should be referred to under the DSC option.

As we outline in our comment above, the Fund Facts document should be
restricted to information about a fund, its management and its
administration, including costs. Information about the distribution or
dealer compensations should be left to the dealer and particular sales
representative, either as part of the relationship disclosure document or as
part of a separate dealer-mandated document. We would not object to a
requirement that requires general disclosure of sales incentives paid by a
fund manager, although we note several issues with potentially misleading
statements made under the heading “how does my adviser get paid?” in
the sample Fund Facts published by the Joint Forum and recommend that
the Joint Forum permit flexibility in drafting or seek further feedback on
the exact words to be used.

Disclosure about the investment mix should not be mandated by the Joint
Forum, other than the general disclosure requirement. Different categories
may be more appropriate for some funds than others — fund companies
will have the best understanding of the appropriate categories than can be
outlined in a regulatory form. For example, for a global technology fund,
using the format proposed in the Proposals, the Fund Facts would show
that the fund is invested 90 percent in the technology sector and 10 percent
in “other”. This does not appear to provide the investor with the requisite
meaningful information.

The disclosure under the headings “how risky is it?”, “are there any
guarantees”, “who is this fund for” and “how has the fund performed”
contained in the sample Fund Facts for the Equity Fund is curiously
negative about mutual funds and appears to be quite prescriptive. Would
all funds have to include an explanation point with a bold face statement
about certain investors being warned not to buy a fund, for instance?
Would a fund have to highlight the number of years “when people owned
this fund lost some of the money they had at the start of year”? We feel
strongly that this latter statement is not only curiously negative about
funds (i.e. it neglects to state that there were seven years when the fund
had gains), but it is misleading. An investor only loses money when he or
she redeems at a time when the fund is down from where it was when he
or she first invested. When a fund is held for a period of time, it is
misleading to speak of “losing money”. No such money has been lost.

The Proposals do not deal with the regulatory filing fees that would be payable (or
not payable) in conjunction with the filings of the new Funds Facts and the other
disclosure documents. We recommend strongly that the Canadian securities
regulators work together to rationalize the filing fees payable so that (i) fees are
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levied on the same filings, assuming that all commissions feel that fees must be
paid to all provinces in respect of a filing and (ii) do not influence compliance
behaviour. On the last point, we note that the Ontario Securities Commission does
not charge fees for amendment filings for prospectuses. In our view, this was a
very welcome change to the fees levied by the OSC, since now decisions about
whether or not an event is a “material change” requiring a prospectus amendment

BORDEN can be made without regard to cost considerations (which remain considerable in
LADNER provinces outside of Ontario). We strongly recommend that the securities
GERVAIS

regulators closely examine how regulatory filing fees can be rationalized across
Canada in conjunction with moving forward with the Proposals.
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We thank you for allowing us the opportunity to comment on the Proposals and we
commend the Joint Forum on its work to date on this important initiative. Please contact
the following lawyers in our Toronto, Ottawa, Vancouver and Montreal offices if the
Joint Forum members would like further elaboration of our comments. We would be
pleased to meet with you at your convenience.

. John E. Hall (Toronto office) at 416-367-6643 and jhall @blgcanada.com

. Rebecca A. Cowdery (Toronto office) at 416-367-6340 and
rcowdery @blecanada.com

. Kathryn M. Fuller (Toronto office) at 416-367-6731 and kfuller@blgcanada.com

. Steve Thomas (Ottawa office) at 613-787-3539 and rsthomas@blgcanada.com

. Jason J. Brooks (Vancouver office) at 604-640-4102 and jbrooks @blgcanada.com

. Francois Brais (Montréal office) at 514-954-3142 and fbrais @blgcanada.com

Yours truly,

“ INVESTMENT MANAGEMENT PRACTICE GROUP”

Investment Management Practice Group
Borden Ladner Gervais LLP
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B R A N D E S BRANDES INVESTMENT PARTNERS & CO.

20 Bay Street | Suite 400 | P.0. Box 62 | Toronto, ON | M5) 2N§
INVESTMENT PARTNERS 416:306:5700 or 888-861-9998 | www.brandesinvestments.ca

October 19, 2007

Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Yonge Street

Box 85, 17" Floor

North York, ON

M2N 6L9

Dear Mr. Mohindra:
Re:  Joint Forum Proposed Framework 81-406 (“Point of Sale Initiative”)

Brandes Investment Partners & Co. (“Brandes”) is a mutual fund manager in all jurisdictions in
Canada and is registered as a limited market dealer, a mutual fund dealer exempt from the requirement
to join the MFDA, and an investment counsel & portfolio manager in Ontario and many other
Canadian jurisdictions. Our primary role is that of a mutual fund manager, and it is from this point of
view that we offer our comments on the Point of Sale Initiative.

Brandes supports appropriate measures to provide more useful forms of disclosure to investors. We
echo and support the comments submitted by the Investment Funds Institute of Canada (IFIC) in
respect of the Point of Sale Initiative.

Since IFIC has commented in great detail, our comments will address two key “macro” issues that
relate to the overall implications of the Point of Sale Initiative. We encourage the members of the Joint
Forum to carefully consider these “macro” implications. In our opinion, two key “macro” issues are as
follows:

1. The currently proposed prescribed disclosure (“Fund Facts Sheet”) places a large emphasis on past
performance and fees as the appropriate measure of fund selection. At the recent Investment Funds
Institute of Canada conference, Patricia Callon, Legal Counsel, Investment Funds, spoke about the
impetus for the creation of the Fund Facts Sheet and various aspects of investor behaviour. She
pointed out that the OSC felt “they” must ensure that the client can make the right decision and
that when investors can see clearly that the fee for one fund is less than the fee for another fund
that the vast majority of investors will make the “right” decision and pick the lower priced fund.

This all-too-simplistic view of selecting funds is analogous to looking to past performance to select
funds. We fundamentally disagree with the assumption that the fund with the lowest fee is
necessarily the “right” fund for the client. We also disagree that past performance is necessarily the
appropriate method for selection of funds for a client’s portfolio.
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We are concerned that there is a view that the Fund Facts Sheet alone will allow the investor to
make the best decision. Again, this is too simplistic and ignores the important role that the advisor
contributes to the decision in the context of the overall financial plan for the investor.

We believe that the advisor is best equipped to truly advise the client and although the Fund Facts
Sheet is a big improvement on the simplified prospectus in terms of readability, it can never tell
the entire story.

For example, each November, Brandes hosts a due diligence meeting for advisors who are willing
to spend two full days and pay for all of their own travel and accommodation expenses to come to
Brandes Investment Partners L.P. Head Office in San Diego. They do this to gain a deep
understanding of the Brandes investment process that has been developed over the past 30 years.
These advisors are committed to fully understanding the product and process, before deciding
whether they should recommend it to their clients, in the context of their overall plan and
objectives. The thought that a simple Fund Facts Sheet could serve as the document necessary to
make a truly informed decision does a disservice to the financial advisor community. Attending the
Brandes Due Diligence meeting gives advisors insight and knowledge of the Brandes investment
process that cannot be captured in a Fund Facts Sheet, and it is vitally important if the investor is
to make an informed decision. This is one of the reasons why the Brandes Mutual Funds are sold
exclusively through financial advisors.

Substantial regulation is already in place governing the provision of this advice to clients and it is
the advisor’s duty to know and take into account the needs and risk tolerances of the client in
making such recommendations. A Fund Facts Sheet delivered prior to being able to execute a
subsequent trade interrupts this process and runs the risk of being out of context with the overall
financial plan that the investor and advisor might have spent years working on. The current
requirement for advisors to ensure all trades are suitable is the right way to continue and, in our
opinion, there is no need to disrupt a trade that is part of the overall plan to deliver Fund Facts
Sheets at every subsequent trade. Our preference with respect to subsequent trades is that the
members of the Joint Forum adopt an “Access Equals Delivery” approach. However, an alternative
and practical approach would be for the Fund Facts Sheet to be delivered along with the trade
confirmation and the current standard rights of rescission could apply.

We believe the Point of Sale Initiative may have a negative impact on the high levels of
automation in the mutual fund business. Canada is a world leader when it comes to automated
processing of mutual fund trades and settlements through FundSERV. The systems in place
contribute to overall compliance with various regulations governing the mutual fund industry, and
have led to efficient and effective processing of mutual fund purchases and redemptions.

Many recent regulatory initiatives (the straight-through processing initiatives, NI 24-101, etc.) are
aimed at speeding up and simplifying the process of entering and settling transactions. The current
proposal contemplates going in an opposite direction creating a disruption to the efficient
processing of mutual fund trades.
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This, in our opinion, will cause some industry participants to move to alternate product structures
that do not require the delivery of disclosure at every transaction. Many of these product structures
are not as automated as mutual funds and this, in our opinion, is not good for investors.
Furthermore, it will make it harder for regulators to ensure compliance with the rules.

This potential for increased product / regulatory arbitrage is a real concern and will once again put
NI 81-102 mutual funds on an unequal footing. The members of the Joint Forum should be
concerned about this, since it is not in the best interests of the investing public.

We believe that the members of the Joint Forum should carefully consider these “macro” issues
relating to the overall Point of Sale initiative. We support any workable initiative that will allow for
improved disclosure to investors. We think that the existing rules governing the provision of advice
are clear in ensuring that recommendations by an advisor are suitable for his or her client. Therefore,
disrupting the efficient flow of the trade and delaying trade settlement adds no value to the investor.
We strongly urge the members of the Joint Forum to adopt the “Access Equals Delivery” approach
when it comes to subsequent trades. Access to relevant information along with prudent advice from a
trusted advisor — in context of an overall personalized financial plan - is the appropriate way to
proceed. This can be accomplished within the extremely efficient operational infrastructures that are
already in place.

In closing, we would like to thank you for the opportunity to provide our comments on the Point of
Sale Initiative.

Yours truly,

Ohver Murray
President & CEO
Brandes Investment Partners & Co.
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October 15, 2007

Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Yonge Street

Box 85, 17" Floor

North York, ON M2N 6L9

To: The Joint Forum of the Canadian Securities Administrators and the Canadian
Council of Insurance Regulators

Re: Request for Comments — Proposed Framework 81- 406; Point of sale disclosure for
mutual funds and segregated funds

We submit the following document in response to the request for comments on the proposed
point of sale disclosure framework NI 81-406, released June 15, 2007. This letter represents the
general comments of Broadridge Investor Communications Corporation.

Broadridge Investor Communications Corporation (formerly ADP Investor Communications
Corporation) supports the Joint Forum in its goal to improve the financial services regulatory
system.

Broadridge has been an industry leader in the financial marketplace, facilitating the delivery of
investor communications since 1987. Our services include delivery of securityholder
communications on behalf of corporate issuers, mutual fund managers and securities brokers and
dealers, delivery of documents in compliance with industry regulations, and transaction
reporting. We currently service 230 financial institutions. Unique to Broadridge is our combined
industry, regulatory and information technology expertise; our clients rely on us to help them
maintain compliance with industry laws and regulations.

We are submitting this comment letter from the perspective of a technology provider to the
industry, to explain how the proposed Fund Facts document may be prepared and distributed
through each of the prescribed delivery channels. We advise that:

Technology is available for the creation, production, distribution, tracking and auditing of the
Fund Facts.

Each Fund Facts can be stored and retrieved from an electronic repository for delivery to an
investor and each request can be registered in a history file for future reference — including when
a document was delivered, to whom, from whom, and in which version.
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Current State: Broadridge Solution

Under the current regulations, disclosure is provided to an investor when he/she receives the
copy of a prospectus with a trade confirmation upon purchase of a mutual fund. Broadridge
refined this process using our proprietary “Smart Prospectus® technology, a fulfillment process
whereby investors receive customized prospectus documents related to their particular mutual
fund purchases.

This process was developed to cost-effectively deliver the required information related to a
mutual fund trade within regulatory required timeframes. Investors are provided with
consolidated trade confirmations and, when required, customized prospectuses. Information
relevant to the investor’s trade is digitally assembled, printed, bound, and mailed as a single
package; only those pages from a consolidated prospectus related to the fund(s) being purchased
are included in the package. Each document delivered to an investor is recorded in a history file
for compliance and audit purposes.

The above described process can also be leveraged for the Fund Facts delivery for mutual funds
and segregated funds (collectively referred to herein as “investment funds”).

COMMENTS ON PROPOSED FRAMEWORK
Broadridge has some comments on the proposed framework based on its practical experience.
1. Delivering the Fund Facts: Time of Delivery

The proposed framework states on page 9, “Delivering the Fund Facts” that ... Accordingly, the
Fund Facts will be delivered to investors before or at the point of sale”. On page 12 of the
framework under the heading “Investor Rights”, it is clear that the cooling off period begins on
the giving of instructions to the dealer or insurer to buy the investment fund. We understand that
it is the clear regulatory intent to have Fund Facts delivery occur prior to issuing instructions to
purchase an investment fund.

The delivery of Fund Facts is, therefore, required to be within the period of time prior to an
investor making an investment fund purchase decision and purchase instructions being issued.
As mentioned above, Broadridge has the capability to develop interfaces or provide this
capability to its adviser clients to accommodate the delivery timing required by the framework.

Based on its experience, Broadridge suggests that the Joint Forum consider addressing three
additional concepts in the timing of delivery issue: document tracking, deemed delivery and
delivery of Fund Facts with a trade confirmation.
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(a)

(b)

(©)

Document Delivery Tracking — The proposed framework as it is expressed does
not require tracking of Fund Facts provided at or before point of sale. It is
Broadridge’s view that there is a need to track when Fund Facts are delivered
regardless of the delivery channel. A compliance audit trail should be established,
which will be required to determine if and when investors receive the correct
version of the Fund Facts. Compliance auditing is necessary to mitigate risks for
investors, investment advisers and investment managers. In particular, tracking is
necessary to confirm the point in time when an investor’s cooling off right
terminates.

A history database is required to track when documents are delivered and to
provide a facility to send new Fund Facts if it is updated between the time a Fund
Facts document is originally delivered and the time that is at or before point of
sale.

Broadridge, on behalf of its broker/dealer clients, tracks and audits all its
processes and production to ensure compliance with a variety of regulations and
requirements relevant to its clients, with the final delivery recorded in a history
tracking file. We ask the regulators to consider defining the requirements around
document tracking to enable compliance auditing and to protect investors,
advisers and fund issuers. Cooling off rights can only be determined if there is a
record of when the Fund Facts are provided. Fund Facts delivery tracking at or
before point of sale would be beneficial in protecting investors, advisers and fund
companies as it would establish the point in time when the cooling off period
commences. It would also aid compliance by advisers as delivery is tracked.
Tracking will also ensure investors receive the current version of the Fund Facts.

Deemed Delivery — In order to be certain about delivery timing, it would be
helpful to have certain deemed delivery parameters. These would clarify the
point in time when a Fund Facts document is deemed to be delivered under the
various delivery methods. For example, when a Fund Facts document is sent via
Canada Post, delivery could be deemed by creation of the statement of mailing.
When sent electronically, deemed delivery can be the point in time when e-mail
notification is sent to the recipient.

Delivery With Trade Confirmation — Broadridge requests the regulators to
consider a requirement that the specific Fund Facts document related to a
purchased fund be attached to the trade confirmation as confirmation (evidence)
of the specific fund product purchased by the investor. In effect, this will create a
combined trade and product confirmation. Since it is possible for an investor to
have reviewed a large number of Fund Facts before a purchase decision is made,
the Fund Facts sent with the trade confirmation provides certainty to all as to what
purchases were actually made. In addition, audit trails would be supported.
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This process will ensure investors understand their purchased product especially if
the Fund Facts document has changed since it was originally received by the
investor. It would also provide cost savings to the Advisers and Fund
Manufacturers as a smaller more efficient document than the current prospectus
process.

2. Delivery of Fund Facts: Methods of Delivery

Broadridge is of the view that the methods of delivery are flexible enough and wide reaching
enough to meet investor needs. While certain system changes will be required, Broadridge has
the ability to work with its clients to create a system solution for the delivery methods.
However, our comments above concerning delivery tracking and deemed delivery are equally
important with respect to each proposed method of delivery. Telephone contact followed by
delivery may present special issues. If the investor requires mail delivery after telephone
contact, there will be a delay in the time for delivery of the Fund Facts. Deemed delivery
parameters will be critical to provide certainty concerning delivery and thus meet investor and
dealer needs.

3. Colour Versus Black and White

In the proposed framework, the Fund Facts are required to be printed in colour. We understand
that research has shown that investors prefer colour for better clarity of presentation. However,
this has certain drawbacks. Specifically, colour can not be faxed or printed on a black and white
laser printer or copier. Considering this limitation, gray scale and patterning options should be
considered for this purpose. In Broadridge’s experience, colour printing is generally more
expensive than black and white, for this reason a cost-benefit analysis should be considered.

4. Investor Rights

The framework proposes that if an investor does not receive the Fund Facts at or before the point
of sale, the investment fund purchase may be cancelled at any time and the investor will receive
the amount of their investment plus any fees paid. This seems to create an unlimited right of
rescission with no end point. Clearly, if the Fund Facts is not delivered before or at point of sale,
it never can be because the point of sale will have passed for that transaction. This appears to be
the case regardless of any subsequent purchase order. It is very likely that from time to time
there will be situations where the Fund Facts have not been appropriately delivered but a
purchase order is nonetheless submitted. Broadridge believes that there needs to be a defined
process to correct this situation.

As stated above, Broadridge requests the regulators to consider a requirement that the specific
Fund Facts document related to a purchased fund be attached to the trade confirmation as
confirmation (evidence) of the specific fund product purchased by the investor. In addition to
the certainty discussed above, delivery of Fund Facts with a trade confirmation provides an
opportunity to ensure that Fund Facts are indeed delivered and to start the cooling off period.
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At the same time, delivery of Fund Facts with a trade confirmation could start a period of time
for the rescission right for non-delivery to start to run. Otherwise, there seems to be an open-
ended exposure to investment funds for exercise of the rescission right, a result Broadridge
believes does not reflect the regulatory intent. While the smaller more efficient Fund Facts
document would prove to provide cost savings industry wide, it would also play a key role in
protecting the three parties involved: the investor, the adviser and the fund manager.

Response to Proposed Framework Questions:

While we understand that many of the questions asked are of investors and dealers, Broadridge is
pleased to provide its views based on its experience as a major supplier to the industry.

Q1: Investors: If you make a subsequent purchase in a fund you own, we recognize you will
already have received the Fund Facts. Should we consider waiving the requirement to
deliver the Fund Facts for all subsequent purchases of a fund that you own or only for a
certain period after the last purchase? If only for a certain period, what is a reasonable
amount of time?

Broadridge Response:

We believe that the requirement for delivery of a Fund Facts document for subsequent purchases
should be flexible, so that delivery before or at point of sale or after point of sale can be
accommodated. Our technology enables us to track the history of all documents received by an
investor. Alternatively, the technology could automatically send the investor a current Fund
Facts document with a trade confirmation if required and if the system determines from the
document history database that the investor has not received the current version. Any timelines
for sending Fund Facts can be accommodated by the current technology.

Q2. Investors: If you are buying a fund under a pre-authorized payment plan, you will only
receive the Fund Facts for the first purchase. However, information in the Fund Facts
will change over time, which could influence your decision to continue buying the fund.
Would you want to receive an updated Fund Facts? If so, how frequently would you
want to receive the updated document?

Broadridge Response:

Our current technology will accommodate delivery of subsequent Fund Facts for the funds that
has been purchased when the document is updated, if required.
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Q3: Investors: Does the other disclosure information that you can choose to receive, such as
fund annual reports, provide you with enough information to make a subsequent purchase
decision?

Broadridge Response:
No comment.

Q4. Do the delivery methods described above give investors and industry enough flexibility
to make and execute investment decisions in a timely manner?

Broadridge Response:

The delivery methods described provide the flexibility for investors to receive information prior
to making and executing an investment decision. However, the process does not provide for
verification that the documents have been delivered and does not enable compliance tracking or
auditing.

Q5:  Are there other delivery methods or options that we should consider that are consistent
with our objective of providing investors with disclosure before or at the point of sale?

Broadridge Response:

Filing the Fund Facts documents in XBRL will provide true analysis capabilities for
sophisticated investors.

Q6:  Dealers and insurers: What changes would you need to make to your existing processes
to comply with our proposed delivery requirements? How long would it take to make
these changes? What costs would be involved? Approximately how much would these
costs be?

Broadridge Response:

Systems changes will be required to accommodate delivery of the Fund Facts before or at point
of sale. The delivery process will be added to the current trade confirmation process that will
require minor modifications. We have technology in place today that can be reconfigured to
accommodate the new Fund Facts delivery requirements. We anticipate the costs for this
development to be reasonable when spread across our client base.
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Q7: Investors: If your adviser did not have the Fund Facts immediately available, would you
be willing to wait until you receive it to make your purchase? If you had to wait, would
you be likely to choose an investment other than a mutual fund or segregated fund?

Broadridge Response:

Our technology will enable availability of the Fund Facts as required as the adviser will be able
to access and deliver documents in both hardcopy and electronically in real time.

Q8:  Are there other ways to ensure investors have a meaningful remedy for any
misrepresentation in the Fund Facts document for segregated funds?

Broadridge Response:

No comment.

Q9:  Are there other ways of disclosing the information in the Fund Facts for a fund with
multiple classes, series or guarantee options that are consistent with our objective of
providing investors with a two-page document that is easy to understand?

Broadridge Response:

No comment.

Q10: Fund managers and insurers: How often would you want to update the Fund Facts? If
more or less frequently than quarterly, with what frequency and why?

Broadridge Response:

From a technology perspective we can accommodate any frequency of update.

Q11: Investors: How current do you want the Fund Facts to be? Would a document that
contains investment and performance information that is no more than 6 months old meet
your information needs?

Broadridge Response:

From a technology perspective, we can accommodate any frequency of update.
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In summary, Broadridge remains in support of the Joint Forum and in its goals to improve the
financial services regulatory system. We believe that some improvements, as outlined above,
can be made to the proposed system to further protect and serve the industry.

Yours truly,

“Patricia Rosch”

Patricia Rosch
President
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Ontario Securities Commission
20 Queen St. W.

19" Floor

Toronto, Ont.
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Comments on Proposed Framework 81-406
Thank you for allowing me (and others) to comment on the CSA Proposal for 81-406. In
essence, my view is that, while the proposed reforms regarding point of sale disclosure are
worthwhile, they rather miss a number of opportunities to make transparency more genuinely
transparent. Also, | would like to add that | would like to have single national regulator for issues
like these. Specifically, | believe that a single regulator should govern securities, mutual funds,
insurance and all other financial instruments. As it now stands, whenever one regulator “raises
the bar”, those who are regulated differently are able to (and likely to) simply recommend those
product solutions that are governed by lower standards of competency, ethics and disclosure.
This arrangement does not protect consumer interests- to say nothing of efficiency or
international confidence.

I was a member of one of the working groups that offered input on the OSC’s Fair Dealing
Model. The primary objectives were: improving cost, conflict and compensation transparency,
achieving clarity when opening accounts and standardizing meaningful performance reporting.
The discussion paper for 81-406 aims to deal strictly with disclosure and to my mind, does not go
nearly far enough. Specifically, | believe it is ridiculous to equate access with delivery or to
equate notice to either access or delivery. | believe clients need to receive a physical document
with pertinent, timely and easy-to-understand information at the point of sale.

I have coined an acronym for what | believe needs to be done to truly “professionalize” the
financial services industry. That acronym is STANDUP- Scientific Testing And Necessary
Disclosure Underpin Professionalism. My view is that it is not enough for disclosures to be
undertaken as a ‘good idea’ or ‘best practice’. Neither is access via the presumption or possibility
of delivery to be equated with actual delivery. Rather, comprehensive disclosure ought to be
mandatory- irrespective of the delivery channel. It ought to apply to mutual funds and segregated
funds equally and, where possible, ought to apply to other products as well and include client
sign-off at the point of sale.

It has long seemed to me that there are double standards regarding disclosure as they pertain to
different stakeholders and that the industry clearly paints advisors as being the “bad apples” when
often, it is the member firms and product manufacturers that are far more culpable. These
double-standards are condoned by SROs. 1 believe there are additional steps that can be taken to
improve disclosure regarding consistency and fairness as they pertain to:

a) executives and advisors at the same firm; and
b) differing advisor approaches within the same firm.

Obviously, 81-406 deals strictly with disclosures made by advisors to consumers, but there are
also disclaimers that can (and should) be made by member firms on related topics.





I have submitted my concerns to Richard Corner of the IDA in a letter dated February 2, 2007,
but he has merely deflected them back to me and requested that | take these matters up with my
employer. This is a massive cop-out. | believe the problems identified in that letter are systemic
(i.e. that they pertain to the entire industry).

This type of (non) response is why people have become cynical about SROs- they “protect their
own” and regulators like the OSC do nothing to enforce real justice. Disputes between advisors
and member firms go to the IDA for resolution, but the IDA is a de facto kangaroo court,
invariably protecting the interests of member firms if there is a dispute between a firm and an
advisor within it. No one ever got just at a kangaroo court and there is no real court of appeal
because the OSC (and other regulators) simply refuse to get meaningfully involved. | have
requested meetings with Paul Bourque of the IDA on these and other matters, only to be turned
away on repeated occasions. My sense is that the IDA will not respond and the OSC will not
make them. Again, | believe the problem is systemic and that treating it like a ‘one-off’ does a
grave disservice to what is a pervasive and willfully misleading industry mindset.

Specifically, re: a) above- if an advisor is required to disclose that opinions expressed are not
necessarily shared by the firm, why are CEOs not required to make a reciprocal disclaimer?
When at Assante, my CEO, Joe Canavan made comments that | strongly opposed. | have no
quarrel with his expression of opinion, but | find it offensive that he would not abide by the same
rules that he imposes on his representatives.

Similarly, re: b) above- I have been required to use a specific disclaimer by my current CEQO,
Mario Frankovich in relation to public presentations | give. | note, however, that no other advisor
at my firm (all other advisors seem to favour active management) has been required to make this
disclosure. Why, given that the wording chosen by my firm clearly acknowledges that neither
side of the debate can score an “unchallenged victory”, do firms require that proponents of one
side of the debate have to make disclosures that proponents of the other side do not have to make?
It clearly ought to be both or neither. Given my stated preference for more disclosure, |
recommend that all advisors be required to make disclosures using language similar to the
following that | was required to make when discussing capital market behaviour:

The views expressed are those of (Advisor Name) and are not necessarily shared by
(Firm Name). Debate regarding market efficiency, the usefulness of fundamental and
technical analysis, active vs. passive management and the efficiency of fee payments is
ongoing. To date, neither side of these debates has been able to claim unchallenged
victory.

The past few paragraphs might be deemed to be beyond the purview of the proposed framework.
I disagree. Purposeful disclosure has many facets and ought not be approached narrowly.
Member firms and product manufacturers have obligations, too. Some of these involve
disclosures that should be made in ongoing communications (e.g. newsletters) where it is not
obvious to consumers whether the substantive contents are matters of fact or matters of opinion.

I’d like to return to disclosure as it pertains to consumer protection at the point of sale.
Respecting that there are a number of stakeholders that also have legitimate interests that need to
be reflected in the final document, | would like to stress my desire for clear, consistent rules that
apply consistently to everyone in the industry. As indicated above, my view is that disclosure
obligations ought to shift more to macro-level product manufacturers and distributors wherever
possible. There are two basic reasons for this, and 1’d like to draw on a few examples to illustrate
those reasons:





1. As with cigarettes, it is the product manufacturer, not the advice-giving intermediary that
bears primary responsibility for the risks and limitations associated with the product.
Similarly, if there were disclosures like those on cigarette packages (white lettering on a
black background covering half the surface area of the title page), the concepts disclosed
therein would be impossible to miss. The precedents (and class action lawsuits) show
that macro-level manufacturers and distributors have a greater liability than individual
“professional” intermediaries in this case.

2. In professions like law and accounting, consumers are entitled (rightly or wrongly) to
“opt out” of the use of an advice-giving intermediary. Similarly, for those people who
choose to work through a discount brokerage (i.e. without advice), there should still be
disclaimers and disclosures. Many of the risks being borne are directly attributable to the
product, not the advice. Indeed, people choosing to invest on their own are expressly
choosing to forego advice altogether. To the extent that some risks and limitations
pertain to the product and not the advice, it is clearly the product packaging and not the
advice provider that should be making the disclosure.

There are myriad disclosures that one could make more plainly at the point of sale. A single,
simple “Fund Facts” document at point of sale is a start, but more direct messaging provided on
packaging should further augment this. Examples include:

e Micro vs. macro level considerations
The micro vs. macro consideration could disclose that there are actively-managed and passively-
managed products available for the same asset class, that cost correlates negatively to
performance and that outperformers cannot be reliably identified in advance.

e Embedded compensation and the possibility of bias
That embedded compensation is not homogeneous and has been shown (See the study done by
Ron Sandler for the FSA in the UK in 2001) that about 75% of all advisors admit that
compensation considerations impact product recommendations.

e The specific risks that are normally itemized within the prospectus
That the things normally found in fine print re: risks and limitations could be in bold and on the
front cover. This could involve the usual risks associated with sectors, managers, currencies and
market cycles, among others.

The primary concern I have is one of reasonable perspective. Many relatively unsophisticated
investors can’t “tell the forest from the trees”, meaning they have no way on sifting through
information in order to come to a truly informed decision. Consider what the government has
done to help consumers make informed decisions regarding energy consumption (something most
consumers are similarly unfamiliar with).

New appliances (dishwashers, microwaves, etc.) that use energy have stickers on them that show
not only how much energy they use as discreet appliances, but also how that consumption level
compares to other appliances on the market. It is this kind of information that provides
meaningful context that allows for more informed decision-making at the point of sale. Similarly,
if mutual funds and segregated funds had their MERs posted boldly on their front package along
with a continuum showing how much comparable funds charge (i.e. where they rate within that
continuum), consumers would be able to choose more effectively based on price.





I recently came across this quote, and | believe it is appropriate: “Canada’s governing parties
almost never undertake real reform, reform that is likely to upset their private enterprise financial
backers, until and unless they believe that they will be hurt more for not doing the right thing than
for doing it”. That’s from Walter Stewart in ‘The Life and Political Times of Tommy Douglas’,
p. 212. | believe the words “securities regulators” could be used interchangeably with “governing
parties” quite neatly in this instance. It reminds of the old phrase: “when all is said and done,
more will be said than done”. In my opinion, far less has been done than could be- and even if
the most radical of proposals contained in 81-406 were to be entirely enacted, it would likely not
be enough to truly entrench disclosure into the culture of the mutual fund industry.

I might also add that there are a number of things that could be posted that could drive consumers
to look more deeply if they are so inclined. For instance, documentation could direct consumers
to the OSC’s Investor Education web site www.investorED.ca to learn more. For those who
complain that this kind of information is too detailed at the point of sale, | say that over time, a
significant percentage of people will indeed visit the site (or sites) to learn more if they are so
inclined. One thing is nearly certain- a lot more people will ultimately go to the site if it was
more prominent on product packaging than would go to the site if it were not.

I sincerely hope that the suggestions 1’ve shared with you are given serious consideration. It is my
hope that tangible steps will be taken to effect meaningful disclosures going forward. To date, in
spite of a number of consultations, papers, focus groups and the like, there has been precious little
done by way of real disclosure and consumer protection. Should anything in this correspondence
prove to be unclear or incomplete, please do not hesitate to contact me, as | would be delighted to
explain my positions further or expand upon them if need be. 1’d like to wish you success in
bringing together what must surely be an enormous and challenging task.

Sincerely,
John J. De Goey, CFP

Senior Financial Advisor

c.c. Tom Hamza, Investor Education Fund



http://www.investored.ca/
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Alberta Securities Commission

British Columbia Securities Commission
Manitoba Securities Commission

New Brunswick Securities Commission

Nova Scotia Securities Commission

Registrar of Securities, Northwest Territories
Registrar of Securities, Nunavut

Registrar of Securities, Yukon Territory
Saskatchewan Financial Services Commission
Securities Commission of Newfoundland and Labrador
Securities Office, Prince Edward Island

c/o Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Yonge St.

Box 85, 17th floor

North York, ON

M2N 6L9

Subject: Proposed Framework 81-406 Point of Sale Disclosure for
Mutual Funds and Segregated Funds

Mr. Mohindra:

The Canadian Advocacy Council of CFA Institute Canadian Societies
(CAC)*' is pleased to respond to the Request for Comments dated June 15,
2007, where The Joint Forum of Financial Market Regulators invited
interested parties to submit comments on the Proposed Framework 81-406
Point of Sale Disclosure for Mutual Funds and Segregated Funds.

Our comments are formatted in general terms and then by addressing
the specific questions outlined in the Request for Comments.

! The CAC represents the 12 Canadian member societies of the CFA Institute constituting over 11,000 members
who are active in Canada's capital markets. Members of the CAC consist of portfolio managers, investment analysts,
corporate finance professionals, and other capital markets participants. The CAC's has been charged by Canada's
CFA Institute member societies to review Canadian regulatory, legislative and standard setting activities.
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General Comments

We are in favour of full disclosure and clarity for all investors. There is always
a danger that too much information may be ignored and too little is not
meaningful. Individual investors range from novice with no knowledge to
very sophisticated and their use and understanding of information provided
may have different impacts on their investment decisions.

We are also pleased at the spirit of harmonization and co-operation with
which the members of the Joint Forum have put forward in this instrument
for comment. We welcome the opportunity to provide future input on further
harmonized documents in the future.

Investors who deal with advisors generally do so for a multitude of reasons
but ultimately for investment recommendations and executions. In these
situations the advisor should have determined the appropriate asset class
and risk level for their client, so that the recommendations fall within the
investor’s suitability range. In these circumstances, we are concerned that
the lost investment opportunity costs, reduced investor convenience and
practical implementation costs that will be imposed by the proposed changes
far outweigh the benefits that may result. Requiring the delivery of a Fund
Facts document for each fund at or before the time of the investment
decision will add little value to a Canadian investor with an established
investment advisor relationship. As has been shown through a variety of
SRO and common law rulings, these same investment advisors (and their
firms) have a fiduciary duty to their client investors regardless of whether or
not they receiving the appropriate investment documentation.

Further, companies selling mutual funds without the same financial resources
as their larger competitors may be at a cost disadvantage in order to comply
with the proposed regulations. For example if the Fund Facts from a fund
family are included in the prospectus (at or near the beginning of the
investment relationship, which many investors read first) there would not be
any need to provide a new Fund Facts document for each additional switch or
purchase of a fund in the same fund family. An annual report including the
Fund Facts disclosure would also provide the investor with an annual update.
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Questions Posed by The Joint Forum of Financial Market Requlators

Questions about subsequent purchases

1. Investors: If you make a subsequent purchase in a fund you own, we
recognize you will already have received the Fund Facts. Should we consider
waiving the requirement to deliver the Fund Facts for all subsequent
purchases of a fund that you own or only for a certain period after the last
purchase? If only for a certain period, what is a reasonable amount of time?

If there has not been any material change in the Fund Facts
there is no need to provide additional copies for future purchases. If
there has been a material change in the management or structure of
the fund, then the investor may choose to switch from the fund. An
annual Fund Facts sheet should be delivered to each investor at least
alongside the fund annual reports or other material sent to investors.
(see # 3 below)

2. Investors: If you are buying a fund under a pre-authorized payment plan,
you will only receive the Fund Facts for the first purchase. However,
information in the Fund Facts will change over time, which could influence
your decision to continue buying the fund. Would you want to receive an
updated Fund Facts? If so, how frequently would you want to receive the
updated document?

As noted in # 1 if there has been a material change in the
management of the fund or the Fund Facts report then the investor
must be notified in a timely manner, otherwise a Fund Facts should
be delivered at least annually. (see # 3 below)

3. Investors: Does the other disclosure information that you can choose to
receive, such as fund annual reports, provide you with enough information to
make a subsequent purchase decision?

Given that many investors may not have opted to receive or do
not read their annual reports, an updated Fund Facts sheet should be
made available to all fund holders at least annually. This could
accompany the annual reports, an annual client account statement or
any other material that is sent annually to fund holders. This is in
keeping with providing easily understood communications.

Questions about delivery

4. Do the delivery methods described above give investors and industry
enough flexibility to make and execute investment decisions in a timely
manner?
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Not all client meetings take place in person at the advisor’s
office; they are also conducted off site, over the phone or the internet
for those with on line accounts.

It is questionable whether an investor would be able to receive
the required Fund Facts document in a timely manner and that
execution of their transaction would be delayed while they waited to
receive this document. Delivery with the post sale mailing of the
prospectus would be more efficient and as timely. The benefits of
the proposed point of sale delivery are unlikely to outweigh the costs
imposed by the change.

5. Are there other delivery methods or options that we should consider that
are consistent with our objective of providing investors with disclosure before
or at the point of sale?

Electronic delivery, for those who have it, is an option. This
could be made more efficient if the CSA electronic delivery rules were
updated to allow dealers and advisers to use electronic delivery
unless the client objected, rather than requiring positive consent.

6. Dealers and insurers: What changes would you need to make to your
existing processes to comply with our proposed delivery requirements? How
long would it take to make these changes? What costs would be involved?
Approximately how much would these costs be?

The CAC ‘s main concern is that the extra costs involved with
upgrading delivery and compliance systems for most registrants may
be significant. In particular, small investment advisory firms may
not be able to afford the additional costs of delivering a Fund Facts
for any of the over 5,000 mutual and segregated funds to an
individual client before the actual transaction occurs. In order to
comply with these rules and still serve their clients, these same firms
would have to reduce their mutual fund advisory services and
offerings - either by not providing sales or limiting fund family
choices to their clients. The loss of diversification and specialization
opportunities to Canadian investors resulting from this choice
benefits no one.

7. Investors: If your adviser did not have the Fund Facts immediately
available, would you be willing to wait until you receive it to make your
purchase? If you had to wait, would you be likely to choose an investment
other than a mutual fund or segregated fund?

The CAC is concerned that some investors may choose an
alternate investment that is less appropriate for their circumstances
simply because the Fund Facts document was not available to be
delivered at the point of sale.
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Question about misrepresentation in Fund Facts for segregated funds

8. Are there other ways to ensure investors have a meaningful remedy for
any misrepresentation in the Fund Facts document for segregated funds?

Regulations should provide for similar investor protection
regimes for investors, whether they buy mutual funds or segregated
funds.

Question about funds with multiple classes, series or guarantee
options

9. We recognize that there could be many versions of the Fund Facts for a
fund that has more than one class, series or guarantee option with a
separate MER. We also recognize that an investor may receive only one
version of the Fund Facts for the fund, based on their adviser’s discretion. As
a result, the investor might only be made aware of one option for them to
purchase the fund. Advisers should tell investors about all the options that
might be suitable.

We recognize that there could be many versions of the Fund
Facts for a fund that has more than one class, series or guarantee
option with a separate MER. We also recognize that an investor may
receive only one version of the Fund Facts for the fund, based on
their adviser’s discretion. As a result, the investor might only be
made aware of one option for them to purchase the fund. Advisers
should tell investors about all the options that might be suitable.

10. Are there other ways of disclosing the information in the Fund Facts for a
fund with multiple classes, series or guarantee options that are consistent
with our objective of providing investors with a two-page document that is
easy to understand?

Space limitations would not allow all of the information to be
listed. A bolded note that other classes, series or guarantee options
are available could be added as part of the fee summary. These are
common items that are compiled by mutual fund companies and
dealers on a frequent basis, and a fund family sheet with these
options should be made available to the investor.

Questions about updating the Fund Facts

The proposed framework allows fund managers and insurers to update the
Fund Facts no more frequently than quarterly. Although we want to give
industry the ability to disclose reasonably current investment and
performance information by allowing quarterly updates, we also want to
ensure that investors can easily compare funds. A comparison might be
difficult if information in one Fund Facts document is more current than
information in another Fund Facts document.
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11. Fund managers and insurers: How often would you want to update the
Fund Facts? If more or less frequently than quarterly, with what frequency
and why?

The CAC is concerned that too many investors focus on short
term results, while investing should have a long term time horizon.
Therefore if Fund Facts are updated too frequently there may be
undue consideration of the short term results. Therefore we are of
the view that a quarterly update is sufficient for regulatory purposes.
However, if there is a material change in the management, fees,
structure or governance of the fund then the Fund Facts should be
updated immediately.

12. Investors: How current do you want the Fund Facts to be? Would a
document that contains investment and performance information that is no
more than 6 months old meet your information needs?

The CAC believes in timely disclosure and information. Mutual
Funds should be purchased as long term investments and selection is
frequently made based on the manager’s past performance. At a
minimum, quarterly information should be available on the Fund
Company’s website.

Summary

We thank you for the opportunity to provide the foregoing comments,
we welcome any questions you may have and we appreciate the time you are
taking to consider our point of view. Please feel welcome to contact us at
chair@cfaadvocacy.ca.

Regards,

Blair Carey, CFA
Chair.
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November 1, 2007
BY E-MAIL TO: jointforum@fsco.gov.on.ca

Joint Forum of Financial Market Regulators
¢/o Mr. Neil Mohindra

Acting Policy Manager

Joint Forum Project Office

5160 Yonge Street

Box 85, 17" Floor

North York, Ontario

M2N 6L9

Dear Ladies and Gentlemen:
Re: Proposed Framework 81-406

Thank you for inviting interested parties to submit comments to the Joint Forum of Financial
Market Regulators (the “Joint Forum™) on Proposed Framework 81-406 - Point of Sale
Disclosure for Mutual Funds and Segregated Funds (the “Proposed Framework”).

Background to the CI Financial Group

Cl Investments Inc. (“CI”) and its affiliates (collectively, the “CI Financial Group™) are the
managers of a wide range of investment products and services, including mutual funds and
segregated funds. As of September 30, 2007, CI and its affiliates had aggregate assets under
management of approximately $69 billion. The CI Financial Group also includes several
registered investment dealers and mutual fund dealers, including Assante Financial Management
Ltd., Assante Capital Management Ltd. and Blackmont Capital Inc., which had aggregate assets
under administration of approximately $27.5 billion as of September 30, 2007.

As a result of the size and breadth of investment products and services provided by the CI
Financial Group, CI has significant experience dealing with current disclosure requirements for
mutual funds and segregated funds from the perspectives of both the fund managers and the fund
distributors. We are pleased to draw upon such experience in order to provide you with our
comments below on the Proposed Framework.





( Investments’ 22 -

General Comments on the Proposed Framework

Comment #1: Clarify the Joint Forum’'s view of the role of the financial advisor and
improvements fo investment decision-making

Canadian securities regulators have, on many past occasions, noted that a large proportion of
investments in mutual funds represent the retirement savings of individuals. For this reason,
Canadian securities regulators have developed extensive regulations for the mutual fund industry
to safeguard those retirement savings.

Part of the “safety net” provided to mutual fund investors is the general securitics law
requirement that mutual fund purchases must be made through an appropriately registered dealer,
generally after consultation with a trained registered salesperson. Securities legislation imposes
several proficiency requirements to ensure that registered salespersons are educated in the field
of personal investing. Securities legislation also requires that registered salespersons ask
appropriate questions to get to “know their client” and recommend to their client only
investments which are suitable for those clients. This requires a knowledge of the mutual funds
and related features that are available to investors and matching those investment options to the
needs of investors. This expertise is sufficiently complex that registered salespersons generally
are required by securities legislation to be engaged full-time in their professions.

The Proposed Framework strikes us as somewhat contradicting - and possibly undermining - the
goal of encouraging investors to seek professional investment advice. The Proposed Framework
may instead encourage investors to second-guess the investment recommendations provided by
their financial advisors and even encourage investors to not seek professional advice at all.

This does not seem to be the most appropriate method to address the concerns expressed in the
Proposed Framework. The Proposed Framework notes the following:

1. Overall knowledge by investors of basic investment concepts is low.
2. Many investors are overconfident and overestimate their investment knowledge and
abilities.

About one-half of adult Canadians have serious problems dealing with printed materials
or can deal only with simple reading tasks.

(ad

4 To address some of these issues, point of sale disclosure should be written at a Flesch-
Kincaid grade level of 5.0.

It seems to us that, in order to address these concerns, the Proposed Framework must either (a)
significantly increase the investment knowledge and abilities of Canadian investors, or (b)
continue encouraging investors to seek professional investment advice.
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We do not believe that the Proposed Framework increases the investment knowledge and
abilities of Canadians. The Fund Facts do not explain fundamental concepts such as equity v.
fixed income investments, balancing risk v. potential return, how to assess one’s own tolerance
for volatility, and constructing a diversified investment portfolio. We find it curious that the
Joint Forum has abandoned the standardized consumers’ guide since this document would have
addressed most directly the fundamental concerns that many Canadian investors lack sufficient
knowledge and understanding of basic investment concepts and are overconfident concerning
their level of knowledge.

More generally, several decisions conceming the Proposed Framework appear to have been
based upon investor preferences rather than investor needs. For example, if the Joint Forum has
concluded that most Canadian lack sufficient basic investment knowledge, we do not understand
how the Joint Forum can act upon investor feedback that they do not want the Proposed
Framework to include the standardized consumers’ guide. Likewise, the Joint Forum has acted
upon input from investors that they wish to receive past performance, top 10 holdings and sector
weighting information. However, securities legislation has consistently maintained that undue
reliance should not be placed on past performance information and has required the inclusion of
disclaimers to that effect. Likewise, we are uncertain how investors will utilize information
concerning top 10 holdings and sector weightings if investors lack sufficient knowledge to assess
the merits of such investments. Investors may instead be drawn to funds that include holdings in
issuers which the investors recognize or in industries with which the investors have a personal
affinity, rather than because of the merits of those investments. Consequently, by including past
performance, top 10 holdings and sector weighting information in the Fund Facts, the Proposed
Framework may encourage investors to base their investment decisions on this information,
thereby increasing the overconfidence of Canadian investors in their ability to make sound
investment decisions concerning funds.

Accordingly, our comments are that before proceeding further with the Proposed Framework, the
Joint Forum should:

(a) consider the role of financial advisors in the selection and monitoring of
investments by Canadian investors and comment on how the Proposed
Framework is expected to support the goal of encouraging investors to seek
professional investment advice; and

{b) conduct analysis into whether the Fund Facts would result in investors making
better investment decisions, or simply encourage investors to make decisions
based on past performance, name recognition of top 10 holdings, and sector
affinities.

Comment #2: Compare to the regulation of trading in non-mutual fund securities and
reconsider the need to deliver point of sale disclosure

While we support initiatives to better inform and protect investors in funds, we are concerned by
the growing discrepancy between the regulation of investment funds and the regulation of
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trading in non-mutual fund securities. Increasing the regulation of funds necessarily triggers
increased costs for investors and complexity for dealers. It is not clear that the benefits of the
increased regulation outweigh the increased cost. We note that the Proposed Framework does
not include a detailed cost/benefit analysis.

We question whether securities regulators should begin focusing attention on their regulation of
trading in non-investment fund securities. By increasing the cost and complexity of selling funds
(including the risks to dealers for non-delivery of Fund Facts), the Proposed Framework could
have the effect of encouraging Broker Dealers to trade in securities of issuers that are not funds
(particularly for secondary market trading) where the cost and complexity are lower. We believe
that new regulations for funds should not be disproportionate with investor protection in other
areas of the capital markets that would encourage “regulatory arbitrage” whereby Broker Dealers
are encouraged to sell non-fund securities.

More generally, we believe that the Joint Forum should reconsider the need for any point of sale
disclosure. We note that for secondary market trading in non-mutual fund securities, there is no
requirement to delivery any documentation to the investor concerning the potential investment.
The investor simply relies upon the investment advice of their financial advisor. Since mutual
funds are more diversified, and subject to significantly greater regulation than, other investments,
there is merit in the argument that no point of sale disclosure should be required. We are not
proposing that the obligation to create and maintain a prospectus be eliminated. We instead
propose that, like much other current information concerning a mutual fund that is available
simply upon request, the simplified prospectus, Fund Facts or other documentation which the
Joint Forum considers most useful to investors be available upon request. This also would
acknowledge the reality that most Canadian obtain information through electronic means
(particularly the internet), which would have the effect of lowering costs and reducing the
environmental impact of paper-based documents.

Accordingly, our comments are that before the Joint Forum proceeds with introducing the
Proposed Framework, the Joint Forum should:

(a) undertake an analysis which compares the regulation of trading in investment
fund securities and non-investment fund securities that considers at least the
following issues:

() disclosure provided at the point of sale;
(i1)  transparency of dealer compensation: and
(ifi)  scope and nature of remedies available to investors: and

(b} consider and comment on the need for any point of sale disclosure for investments
in funds given the absence of equivalent requirements for secondary market
trading in other securities, and the cost and environmental impact of continuing to
require paper-based disclosure.
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We believe that the analysis described above would help place the Proposed Framework into a
broader context.

Comment #3: Changing the methodology for delivering prospectuses

When an investor makes an initial investment in a mutual fund, securities legislation currently
requires that the investor receive both a confirmation of trade and a copy of the simplified
prospectus of the mutual fund. The confirmation of trade generally is required to be sent by the
investor’s dealer “promptly” following the transaction, and the prospectus is required to be sent
by the investor’s dealer within two days following the transaction.

Registered dealers that are members of the Mutual Fund Dealers Association (*Mutual Fund
Dealers”) generally maintain an inventory of mutual fund prospectuses for this purpose and mail
simplified prospectuses to their clients with the confirmation of trade. Registered dealers that are
members of the Investment Dealers Association of Canada (“Broker Dealers™) generally have
relationships with ADP Canada Employer Services (“ADP”) whereby ADP, as agent for the
Broker Dealer, mails simplified prospectuses to clients with the confirmations of trade.
Managers of mutual funds typically provide ADP with electronic copies of simplified
prospectuses which ADP prints before mailing.

Current securities legislation generally provides investors with a two day “cooling off” right
which commences when the investor receives the simplified prospectus. If the simplified
prospectus is delivered late or not at all, the investor may have a right to rescind his or her
purchase at a date well after the purchase was made. However, the straightforward delivery
requirements in current securities legislation, combined with easily bound prospectus documents
and well-established delivery procedures, generally are successful at ensuring that investors
receive simplified prospectuses in a timely manner. As well, any error in delivery can be
effectively cured by delivering the simplified prospectus at a later date and allowing the cooling-
off period to run its course.

The Proposed Framework appears to eliminate the possibility of curing a failed delivery through
late delivery of the relevant document. Instead, the Proposed Framework stipulates that
investors would have a never-ending right to rescind their purchases at their original cost,
together with any fees they paid, if the Fund Facts were not delivered prior to the purchase, even
if the Fund Facts are delivered at a later date.

This proposed change substantially increases the risk that investors will exercise cooling-off
rights due to an error by the dealer it meeting its defivery obligations since the error can never be
fixed. It also increases the risk that investors will attempt to hold the mutual fund or its manager
responsibie for the dealer’s failure to deliver the Fund Facts. These risks are heightened by the
fact that the Proposed Framework would require substantial changes to current delivery systems
of dealers. Since most Broker Dealers have outsourced this function to ADP, Broker Dealers
would need to make substantial changes to their current delivery systems since ADP currently
has no way of knowing that it should send Fund Facts to an investor until after the purchase
order has been communicated. While Mutual Fund Dealers are in a better position than Broker
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Dealers to deliver Fund Facts prior to making an investment decision, they too would need to
modify their delivery systems substantially in order for Fund Facts to be provided at a different
stage than confirmations of trade.

[n our view, the changes described above expose mutual funds and their managers o an
unreasonable amount of risk for a failed delivery by dealers. The Proposed Framework also does
not stipulate that managers of mutual funds are entitled to recoup the compensation they paid to
dealers for purchases that subsequently are rescinded.

Accordingly, if the proposed delivery obligation and cooling-off right are retained in the
Proposed Framework, our comments are the following:

(a) The Proposed Framework should include a feature which enables dealers to cure a
failure to delivery Fund Facts, rather than create a perpetual cooling-off right.

(b) The Proposed Framework should make clear that investors do not have recourse
to the mutual fund or its manager for any loss the investor suffers by exercising
the cooling-off right. The only obligation of the mutual fund and its manager
would be to process the rescission as a redemption at the then prevailing net asset
value per unit of the mutual fund. To the extent that the value of mutual fund
securities has declined since the date of purchase, the investor’s only recourse for
such decline and the return of dealer compensation would be against the
investor’s dealer.

(c) The Proposed Framework should include a requirement for dealers to return to
mutual fund managers any compensation previously paid by a mutual fund
manager in respect of a purchase order that is later rescinded by the investor.

Comment #4: Single fund/class formatting for Fund Facts

The Proposed Framework envisions that a separate Fund Facts sheet would be prepared for each
class of securities of the same fund. The Proposed Framework also would preclude multiple
Fund Facts sheets from being bound together in a common booklet. We believe that these
proposals will lead to confusion, logistical difficulties and delivery errors.

Investing in mutual funds involves making a choice between different mutual funds and purchase
options that are offered. We believe that the most meaningful way for investors to make that
choice is to be presented with all the options that are available to them. While we acknowledge
the Joint Forum’s concern that investors may not read Fund Facts if they are assembled in a
lengthy booklet, we believe that an equally significant concern is the risk of an investor selecting
an incorrect mutual fund or purchase option because the investor was not aware of all the
available investment options.

For example, many managers offer more than one Canadian equity mutual fund for investment.
However, if an investor is provided with the Fund Facts for only one such mutual fund, how will
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the investor determine that there isn’t another Canadian equity mutual fund offered by the
manager that is more suitable for the investor? Likewise, how will the investor determine which
class of securities of a mutual fund is most suitable if the investor is provided with the Fund
Facts for only one such class? We note that in the context of financial statements and
management reports of fund performance, National Instrument 81-106 contemplates that these
documents can include disclosure concerning more than one class of securities of the same fund,
and requires that they include an explanation of various differences between the classes. By
requiring that a fund have separate Fund Facts for each class of securities, the Joint Forum would
be adopting a position that is inconsistent with National Instrument 81-106.

For these reasons, we believe that the Proposed Framework risks increasing the frequency of
investors making an incorrect investment decision. The Proposed Framework makes several
general references to the role of the adviser in the sales process. We believe that one such role
can be to bring to the attention of an investor the relevant Fund Facts in a larger document that
includes information concerning all mutual funds and classes of securities that are available. In
this way, all investment alternatives will be readily available to the investor who, with the
assistance of his or her financial adviser, can be referred to the Fund Facts that may be of most
interest to the investor.

The Proposed Framework also will create logistical issues for the parties that are delivering the
Fund Facts. It is very common for mutual fund managers to offer a range of mutual fund
choices. It also is common for mutual funds to offer multiple (often three or more) classes of
securities. The CI Financial Group funds, for example, currently includes more than 150 mutual
funds, each offering multiple classes of securities, and more than 200 segregated funds. Using
these figures for illustration purposes, preparing separate Fund Facts (in English and French)
under the Proposed Framework for each class of securities of each fund will result in
approximately 2,500 different Fund Facts relating to the CI Financial Group funds. This
multiplicity of documents will increase the risk of a dealer providing the incorrect Fund Facts to
an investor.

Based on the reasons provided above, our comments are the following:

(a) funds should continue to be permitted to prepare a single Fund Facts document
which incorporates information concerning all classes of securities offered by the
fund; and

{b} funds should continue to be permitted to bind their Fund Facts documents with
those of other funds under common management.

Conmument #5: Reduce duplication

A significant amount of the information in the Fund Facts already is contained in the
management reports of fund performance and quarterly portfolio disclosure, namely: total value
of the fund, MER, top 10 holdings, industry allocation of investment portfolio, vear-by-vear
returns, and 10-year compound return. We believe this creates unnecessary duplication and will
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result in many investors receiving the same information twice: once as point of sale disclosure
and again as continuous disclosure. It also places a burden on the mutual fund’s manager to
prepare multiple reports which provide much of the same information.

Accordingly, our comment is that management reports of fund performance and quarterly
portfolio disclosure should be eliminated. To the extent that the Joint Forum believes that these
documents provide important information not currently included elsewhere, such information
can be transferred to either the Fund Facts (if sufficiently important) or the annual and interim
financial statements (if less important).

Comment #6: Clarify the delivery obligations for segregated funds

We find that there is some ambiguity concerning the extent to which the Proposed Framework
intends to change the delivery obligations relating to segregated funds. Currently, purchasers
recetve the information folder of segregated funds only at the time the segregated fund contract
is purchased. It is unclear whether the Proposed Framework expects investors to receive Fund
Facts with every subsequent deposit into their contract. If so, this would materially change the
manner in which subsequent deposits are made into segregated fund contracts. We request
clarification on this issue,

Specific Comments on Fund Facts

We applaud the effort of the Joint Forum to revisit the fund-specific point of sale disclosure
provided to investors. We agree that some information in a simplified prospectus may not be of
interest to many investors.

However, we believe that several items included in the Fund Facts are either irrelevant or
misleading, as summarized below.

1. Date fund created: We believe this information is irrelevant. The length of time that a
fund has been in operation has no bearing on its performance or suitability for investors.
Investors may be misled into concluding that a fund which has been in existence for a
longer period of time somehow is more successful and/or more suitable for the investor
than a fund which has been in existence for a shorter period of time.

2. Total value: We believe the total net asset value of a fund is irrelevant. For the same
reasons given above for a fund’s creation date, investors may conclude mcorrectly that a
larger fund somehow is more successful and/or suitable for the investor than a smaller
fund. If this information is retained, we believe that the Joint Forum should comment on
how this information should be calculated and disclosed, given that mutual funds
currently are calculating their net asset values using two methodologies: one which
applies section 3855 (Financial Instruments - Recognition and Measurement) (“Section
“385587) of the Handbook of the Canadian Institute of Chartered Accountants for
purposes of financial statements, and another which does not apply Section 3833 in all
other contexts.
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3 Annual expenses: We agree that a fund’s management expense ratio {("*MER”) 1s
critical information for investors. However, we would point out that the model Fund
Facts assumes that the mutual fund can simply state a single percentage. When a
manager absorbs some of the expenses of a mutual fund in order to reduce its MER,
National Instrument NI 81-106 requires that the MER be accompanied by additional
disclosure of the MER prior to such adjustment. We would like elaboration concerning
how the Joint Forum proposes to address those circumstances.

4. Risk assessment: We disagree with the proposal that risk disclosure be based upon a
publication by the Investment Funds Institute of Canada (“IFIC™). IFIC is not a self-
regulatory organization under securities laws and therefore is not ultimately accountable
to the Canadian securities regulators for its decisions. Also, membership with [FIC is not
mandatory and mutual fund managers that are not members of IFIC would be at a
disadvantage to managers that are IFIC members since the former are not necessarily
included in IFIC’s decision-making process.

5. Suitability information: Like the corresponding requirements for Part B of a simplified
prospectus, we believe this disclosure is potentially misleading and dangerous. It
encourages investors to consider each investment individually, rather than constructing a
diversified portfolio which includes several investments with different risk/return
profiles. Research has demonstrated that a diversified portfolio is less volatile and
achieves better returns over the long term that a less diversified, more highly
concentrated portfolio. The template Fund Facts discloses, for example, that an investor
should not invest in XYZ Canadian Equity Fund if the investor needs a steady source of
income. However, a Canadian equity fund easily could be a suitable holding for the
investor as part of a larger diversified portfolio as a hedge against increasing interest rates
which would reduce the value of the fixed income investments held by the investor.

This disclosure also assumes that investors have a level of understanding of basic
investment concepts which the Proposed Framework suggests may not currently exist,
For example, investors may need a better understanding of volatility, market cycles and
investment horizons in order to understand the significance of making a “long-term”
investment. As well, the concept of tolerance for volatility is relative: one investor can
“handie the ups and downs of the stock market” only because, by comparison, another
investor cannot.  Individual investors likely do not have a sufficiently broad
understanding of the volatility tolerance scale to assess where they fit within that scale.
These are areas where the professional advice of a financial advisor can be most valuable.

Further, the Proposed Framework would create ambiguity concerning the role of a fund’s
manager in ensuring that investors make suitable investments. Relevant investment
considerations for investors can vary greatly based on, among other criteria, the personal
circumstances of each investor and the other investments that he or she holds. Fund
managers generally are not in a position to capture this information and make investment
recommendations to investors. Instead, securities legislation recognizes that financial
advisors have the proximity to the investor that is necessary to ensure that cach
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investment decision is suitable for that investor. The disclosure proposed in the template
Fund Facts increases the perception that fund managers are providing investment advice
to investors, which could lead to greater liability for fund managers.

6. Cost of investment: In our view, the proposed disclosure concerning how much it costs
to invest in a mutual fund has been overly simplified to the point of being unworkable.

First, mutual fund purchase options often are not as simple as the example in the template
Fund Facts. Many mutual funds offer a second, “low-load” deferred sales charge option
and/or a “no-load”™ purchase option.

Second, investors typically want to know when a deferred sales charge will not apply.
The Fund Facts do not explain, for example, an annual “10% free” redemption right
which is common in the mutual fund industry. As well, deferred sales charges typically
are not charged for various kinds of switches between mutual funds.

Third, the calculation of deferred sales charges often is not as simple as what is included
in the Fund Facts. For example, many managers calculate deferred sales charges based
on the original cost of the securities redeemed, rather than their market value at the time
of redemption. These deferred sales charges sometimes are subject to adjustments based
on the extent to which the investor has previously exercised a 10% free redemption right
and/or received distributions in cash rather than automatically reinvested the distributions
in additional mutual fund securities.

Fourth, of equal importance to investors are other charges they may incur. These include
short-term trading fees, fees for additional services, and reclassification fees. The Fund
Facts do not contemplate any of these other charges.

In order to address all of the comments above to the point where investors are not misled
by partial information, considerably more information would need to be included in Fund
Facts about the costs of investing. This information might be both technical and lengthy.

7. What the fund invests in: A description of how a mutual fund invests its assets
arguably is the single most important information for deciding whether 2 mutual fund is
suitable for an investor. However, the Fund Facts propose to reduce this information to a
single sentence and disclose only what the mutual fund invests in, without explaining
how or for what purpose. Investment objectives and strategies are the primary difference
between mutual funds. Deleting this information will result in a large number of mutual
funds becoming indistinguishable from each other, thereby encouraging investors to base
their mvestment decisions on other, less relevant information. We do not believe, for
example, that investors should place undue emphasis on a mutual fund’s past
performance record, current top 10 holdings or current sector weightings, none of which
are a reliable indicator of the mutual fund’s suitability, future investments and future
performance.
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8. Dealer compensation: We believe that the Fund Facts take a step backwards in
providing investors with meaningful information concerning how their advisor is
compensated. Current securities legislation requires that a mutual fund prospectus
disclose the percentage sales commission paid by the manager to dealers who sell a
mutual fund on a deferred sales charge basis, as well as details of the frailer commission
paid by the manager to dealers. The Proposed Framework appears to remove this
disclosure and replace it with suggestions that each investor ask his or her financial
advisor for information concerning the advisor’s compensation. This is unlikely to occur.
A relationship of trust typically exists between an investor and his or her financial advisor
which discourages investors from inquiring about their advisor’s compensation.

We also believe that the Fund Facts are misleading when they include the statement that
commissions are part of a mutual fund’s expenses. When an investor purchases mutual
fund securities on an initial sales charge basis, the investor — not the mutual fund or its
manager — pays the sales commission to the dealer and the commission is not borne in
any manner by the mutual fund, directly or indirectly. Regarding other compensation
paid by managers to dealers (such as commissions on deferred sales charge purchases and
trailer fees), National Instrument 81-105 clearly prohibits a mutual fund from paying any
compensation to dealers. We believe that it would be inaccurate and confusing for
investors if Fund Facts suggested that mutual funds pay for dealer compensation. This
could lead some investors to mistakenly conclude that dealer compensation costs are
borne by mutual funds in addition to the management fees out of which they are paid.
We believe that a clear explanation of the relationship between the dealer and the
manager would be useful to investors. For example, where appropriate, it should be clear
that the investor’s advisor does not work for the fund’s manager.

9. Missing information: We have identified information currently not included in the Fund
Facts which, based on our experience, is as important to investors as the information
currently contained in the Fund Facts. This currently omitted information includes the
following:

(a) who is eligible to purchase each class of securities;

(b the ability to switch to other mutual funds, any fees payable at the time of the
switch, and any tax liabilities that may be triggered by the switch; and

{c) optional services that are available (such as periodic purchase and redemption
plans).

Specific Comments on Key Facts

We support the attempt of the Joint Forum to provide a summary disclosure of the key terms of
an individual variable insurance contract (“IVIC”). However, the sample Key Facts included in
the Proposed Framework fails to address the inherent complexity of TVICs.
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For example, there is significant variation within the segregated funds industry concerning which
types of maturity guarantees, death benefit guarantees and reset features are provided by the
insurer and the terms of those guarantees. Guarantees and features often are subject to complex
calculations and adjustments. Delivering Key Facts should not expose an insurer to liability in
the event that the investor fails to review the detailed terms of the TVIC and thereby
misunderstands the terms of his or her investment.

IVICs increasingly are offering additional terms and features which are not contemplated by the
Key Facts (such as guaranieed minimum withdrawal benefits). To the extent that the Key Facts
are intended to summarize the most important terms of the IVIC, we believe that Key Facts
should have the flexibility to summarize those terms.

Responses to Specific Questions in the Proposed Framework
Questions 4 and 5:

We believe that the proposed delivery options will add steps and complexity to the process of
making an investment decision, thereby delaying the ability of an investor to submit a purchase
order and increasing the risk of error in the delivery of documents. Consistent with our
comments above, we believe that investors should be encouraged to seek and rely on investment
advice from professional financial advisors. For this reason, we believe it should be sufficient
for investors if Fund Facts are accessible electronicaily through an internet website.

Question 6:

We do not anticipate a significant difference in cost due solely to the timing of delivery. We do,
however, believe that annual printing costs will increase dramatically. As indicated in our
comments above, all prospectus delivery obligations currently are fulfilled with delivery of the
confirmation of trade after the purchase order is made. Under the Proposed Framework, we
theoretically would need to provide each financial advisor with at least one copy of each Fund
Facts they may wish to provide to their clients before making an investment decision. CI
Financial Group funds currently are sold by more than 10,000 financial advisors, therefore
requiring an initial print run of more than 25 million documents, which would need to be
replenished and periodically updated throughout the year. Registered dealers also will incur
significant costs developing new systems and printing documents in order to ensure that Fund
Facts are delivered prior to submitting purchase orders and that proof of such delivery is
obtained.

Question §:

As discussed above, IVIC contracts are quite complex. The nature of the guarantees, benefits
and optional features of IVICs vary significantly between insurers such that Fund Facts cannot
adequately provide all relevant information. For this reason, we believe that providing recourse
based on misrepresentation in Fund Facts of segregated funds will be of marginal benefit since
most material information will not be contained therein.
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Question 9:

As stated above, we believe that the Proposed Framework is over-simplifying the investment
process by assuming that all information which is material to investors can be included in a
document that is limited to two pages. In our view, this will lead to greater misunderstandings
by investors and disagreements concerning the terms of their investments.

Question 10:

Since annual compound returns and management expense ratios are calculated by reference to
particular years (calendar or fiscal), we do not anticipate updating this information with interim
financial statements and management reports of fund performance. We believe that placing
undue emphasis on top 10 holdings and sector weighting information is inherently misleading
since investors may presume that this information will be representative of the fund’s investment
portfolio in the future. Consequently, we disagree with the proposal that Fund Facts should be
updated more frequently than annually (other than upon the occurrence of a material change).

We trust that you will find the foregoing comments of assistance in your continuing
consideration of the Proposed Framework. We would be pleased to provide further comments
on the Proposed Framework in the future.

Yours truly,

CIINVESTMENTS INC.

David C. Pauli
Executive Vice-President and
Chief Operating Officer
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October 15, 2007

Mr. Neil Mohindra, Acting Policy Manager
Joint Forum Project Office

5160 Yonge Street, Box 85, 17" Floor
North York, Ontario M2N 6L9

Via Email: jointforum@fsco.gov.on.ca

Dear Mr. Mohindra,

RE: RESPONSE TO REQUEST FOR COMMENTS ON PROPOSED
FRAMEWORK 81-406 POINT OF SALE DISCLOSURE FOR MUTUAL
FUNDS AND SEGREGATED FUNDS

This letter is submitted on behalf of the Canadian Imperial Bank of Commerce and its
affiliates (collectively, “CIBC”), in response to Proposed Framework 81-406 Point of
Sale Disclosure for Mutual Funds and Segregated Funds (the “Framework”) released
for comment by the Joint Forum of Financial Market Regulators (the “Joint Forum”) on
June 15, 2007. We would like to thank the Joint Forum for the opportunity to provide
our comments on the Framework. We would also like to thank the Joint Forum for
attending the information session that we hosted at CIBC on September 13, 2007, which
we hope has provided useful context regarding the impact of the Framework and some
challenges that may result from its implementation.

At CIBC, mutual fund transactions are carried out through CIBC Investor Services Inc.
(platform has a CIBC Imperial Investor Services offer via an advisor and a CIBC
Investor’s Edge offer for self-directed clients); CIBC Wood Gundy (full service
brokerage division of CIBC World Markets Inc.); and CIBC Securities Inc. (bank branch
mutual funds dealer). CIBC Investor Services Inc. and CIBC World Markets Inc. are
members of the Investment Dealers Association (the “IDA”), and CIBC Securities Inc. is
a member of the Mutual Funds Dealers Association (the “MFDA”). In calendar year
2006, the approximate number of mutual funds sales conducted by our dealers through
the various distribution channels was as follows:

o 730,000 through CIBC Investor Services Inc., 30%-40% of which took place over
the telephone via a licensed call centre representative through the CIBC Imperial
Investor Services platform and 60-70% of which took place over the Internet
through the CIBC Investor’s Edge platform.

o 1,365,000 through CIBC Wood Gundy, 90% of which took place over the
telephone.

0 465,000 through CIBC Securities Inc., 95% of which took place either in person
at the branch, telephone calls received at the bank branch or via call centre, or
through offsite visits by branch representatives to clients.





OVERVIEW:

We are in support of the objectives of the Framework to provide investors with
meaningful disclosure with respect to the sale of mutual funds and segregated funds. We
are also in support of the proposal to deliver the Fund Facts at or prior to the point of sale
in order to provide investors with the information they need to make an informed
decision.

The main challenge with the Framework arises from the proposed methods by which
dealers are required to deliver the Fund Facts to investors. The proposed delivery
methods are limited and inflexible because they do not take into consideration the various
ways in which investors engage in mutual fund transactions, the varying degrees of
investor needs, knowledge and expectations of investors, the advice provided by dealer
representatives to investors, and the existence of multiple distribution channels through
which mutual fund transactions take place.

This submission is divided into three parts. In the first part of the submission we set out a
refined approach to the methods of delivery that will enable investors to receive the Fund
Facts in a way that does not hinder their ability to effect fund transactions in an efficient,
timely and effective manner through any distribution channel while upholding the Joint
Forum’s objective of ensuring that investors receive useful information at or prior to the
point of sale to make informed decisions. In the second part of the submission we
discuss the issues and challenges arising out of the current formulation of the Framework.
Finally, in the third part of the submission we provide the Joint Forum with specific
comments on the content of the Fund Facts in an effort to ensure that the Fund Facts is as
accurate and comprehensive as possible.

1. REFINED APPROACH:

This part of the submission addresses the question asked by the Joint Forum in the
Framework as to whether there are other delivery methods or options that they should
consider that are consistent with their objective of providing investors with disclosure
before or at the point of sale. We ask the Joint Forum to consider the refined approach
that is discussed in this part of the submission as a possible delivery method option.

The crux of the refined approach is to require dealers to provide investors with a notice at
account opening and continuous disclosure on account statements of the availability of
the Fund Facts on a free, publicly accessible Internet Website that is user-friendly, set up
in such a way so as to allow investors to easily compare different funds and convenient
for both reading online and printing on paper (a “Website™). Under the refined approach,
the dealers may choose to furnish paper copies of the Fund Facts with the notice; if they
choose not to furnish a paper copy, an investor may request, at any time, delivery by the
dealer of a copy of the Fund Facts at no charge. Below is a detailed analysis of the
refined approach.





1. Dealers would be able to satisfy their delivery obligations under the
Framework by providing investors with notice in their account opening
documents and continuous disclosure on account statements of the
availability of the Fund Facts (a) through the Website; and/or (b) through
the dealer upon request and free of charge.

The refined approach would allow investor preference to determine the
method through which the Fund Facts is provided to investors (i.e.,
through the Website and/or through the dealer upon request and free of
charge).

The requirement to provide investors with continuous disclosure on
account statements of the availability of the Fund Facts serves to ensure
that existing clients are aware of their ability to access the Fund Facts at
any time through the various delivery methods.

The notice on account statements (and as discussed later, the delivery of
the Fund Facts with trade confirmations) would also serve as continuous
disclosure to existing and new clients as account opening notification
could take place years prior.

The following relates to the Website option:

0 We suggest that dealers notify investors in the account opening
documents and on account statements of the availability of the
Fund Facts through the Website. The notification would include
the following disclosures:

= The Website address and a description of how the Website
can be accessed.

= The fact that the Website is free of charge.

= The investor’s ability to access the Website at any time
including at or prior to the point of sale.

= The investor should consult the Website on a regular basis
particularly at or prior to the point of sale to ensure that
they have reviewed the most up-to-date Fund Facts.

0 We suggest that the Joint Forum and the industry work closely
together to designate an industry wide user-friendly centralized
Internet database as the Website. The Website would house all
Fund Facts and the relevant updates to those Fund Facts for as long
as the relevant funds are available for sale.
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Fund managers would have the obligation of posting their Fund
Facts and the related updates to those Fund Facts in a timely
manner on the Website.

We suggest that the Website would be a more effective solution
than directing investors to either the dealer website or the fund
manager websites to view all Fund Facts.

= We do not believe that dealers can effectively house Fund
Facts for the thousands of third-party and proprietary
mutual funds available on any particular dealer’s platform
on the dealer’s own websites. For instance, it would be a
very large and risky task to post all third-party mutual
funds on dealer websites. The concern with this possibility
is the potential for error in keeping track of the multitude of
third-party mutual funds. This risk is exacerbated when
one takes into account each IDA and MFDA member
having to provide the same thing.

= We do not believe posting Fund Facts on the various fund
manager websites satisfies the intent of the Framework to
have the Fund Facts easily accessible because the onus
would be on the investor to visit various fund manager
websites in order to compare the possible fund options.
This will be time-consuming and frustrating for investors.

The following relates to the paper delivery option:

(0}

In addition to the availability of the Fund Facts on the Website, a
dealer must deliver a paper copy of the Fund Facts to an investor
upon request and free of charge.

Dealers would notify investors in the account opening documents
and on account statements of their ability to request a paper copy
of the Fund Facts free of charge at anytime.

The disclosure in the account opening documents and on account
statements will include a reference to a toll-free number or address
that investors may use to request a paper copy of Fund Facts.

It is important to mention that this aspect of the refined approach is similar
to the approach that the U.S. Securities and Exchange Commission
recently adopted with respect to the delivery of proxy materials (see SEC
Release Nos. 34-56135, 1C-27911) and is proposing to adopt for mutual
funds disclosures (see Speech by SEC Chairman Christopher Cox on May
10, 2007 at http://www.sec.gov/news/speech/2007/spch051007cc.htm).






2. Dealer representatives to ensure that suitability obligations are met.

e The suitability obligation of dealer representatives provides investors with the
opportunity to raise any issues or ask any questions they might have about a
mutual fund with their dealer representative prior to effecting a transaction.

e Before a mutual fund transaction is effected, and in addition to the account
opening documents and account statements notifications of the availability of
the Fund Facts through the Website and/or upon request, dealer
representatives will ensure that investment products are suitable to the
investor’s investment needs and objectives, as is the case today.

e Dealers already have this suitability obligation implemented in their
compliance manuals and procedures and dealers already monitor the dealer
representatives on a regular basis to ensure that this suitability obligation is
complied with.

3. Delivering the Fund Facts with the trade confirmations.

e In addition to the dealer notifying investors in the account opening documents
and account statements of the availability of the Fund Facts through the
Website and/or upon request, and ensuring that a mutual fund transaction is a
suitable investment for the investor prior to effecting the transaction, we
suggest that dealers also deliver the relevant Fund Facts to investors with the
trade confirmations.

4. Providing investors with a right of rescission for two business days after
deemed receipt of the trade confirmation.

e Under the refined approach, the investor will have the right to rescind the
mutual fund transaction for two business days from the deemed receipt of the
trade confirmation. Although the Framework proposes that the rescission
right shall be exercised within two business days from the date the investor
gives instructions to the dealer, we do not think this time frame would be fair
to the investor in the context of the refined approach.

e As a result, we suggest that the cooling-off period should not commence until
the investor has been deemed to receive the trade confirmation. This
modification will provide investors with a more reasonable time frame within
which to receive the Fund Facts, read it if they choose to, and rescind if they
feel that the transaction is not suitable.

We believe that the refined approach to the Framework is a good compromise and will
still achieve the Joint Forum’s objectives as follows:





Providing investors with key information about a fund: The refined approach
does not contemplate any significant changes to the Fund Facts and as such we
are of the view that this objective is met.

Providing the information in a simple, accessible, and comparable format:
Since we have not made submissions that substantially alter the contents or the
format of the Fund Facts, we submit that the information in the Fund Facts is
simple. As for accessibility, we submit that the Website will accomplish this goal
because we envision the Website to be a user-friendly resource that will be easy to
navigate. Also, since the Website will house all Fund Facts for all fund managers
it will be an effective and time efficient tool for investors who wish to compare
funds. As mentioned above, investors who do not like to use online resources or
who do not have website access can also request any number of Fund Facts from
their dealer free of charge at any time.

Providing the information before investors make their decision to buy: The
refined approach contemplates providing investors the ability to review the Fund
Facts at or prior to the point of sale by visiting the Website and/or requesting a
copy of the Fund Facts from their dealer prior to effecting a transaction.

We submit that the refined approach will eliminate many of the issues and challenges
presented by the Framework and discussed in the next part of the submission. The refined
approach would allow for a more efficient way of dealing with mutual fund transactions.
The following is a list of a few potential issues and challenges that would be
automatically addressed under the refined approach:

There would be no need for the Joint Forum to entertain potential exemption
requests from the industry for sophisticated investors or online self-directed
discount brokerage firms because all investors would be treated equally within the
context of the refined approach.

The refined approach would address the potential negative impact to investors
arising from the interruption of transactions and the resulting delay, the potential
for investment losses and the potential for investment choices being limited.

The concerns surrounding the inability of investors to waive receipt of the Fund
Facts would also be addressed because the concept of a waiver becomes a moot
point in the context of the refined approach. The idea would be that all investors
have access to the Fund Facts if they so choose to and if they do not choose to
then it is up to them not to access the Website or request a paper copy of the Fund
Facts. Consequently, there would be no need to include a waiver concept as
delivery of the Fund Facts would no longer result in challenges such as
interruption of a transaction particularly in the context of subsequent sales and
switches.





e The refined approach addresses the concern that the Framework purports to be
one-size-fits-all. The refined approach takes into consideration the fact that
investors have varying investment needs, knowledge and flexibility in terms of
means of delivery. For example, there are some investors who are not likely to
read a Fund Facts, in which case those investors would not be forced to receive
the Fund Facts. On the other hand, there are other investors who will do their own
research and know exactly what they want when they provide their dealer
instructions to effect a specific transaction, in which case those investors can
easily access the Fund Facts to read prior to the point of sale. As well, there are
investors who do not have access to a fax or will be inconvenienced with
receiving the Fund Facts through the mail because of the delay this will cause. For
those investors, the delivery of the Fund Facts can be done more efficiently
through the Website. Finally, there are investors who would prefer to receive
paper copies of Fund Facts either at, after or prior to the point of sale and those
investors have the ability to do so simply by requesting a paper copy.

2. ISSUES & CHALLENGES:

This part of the submission highlights the issues and challenges that the Framework will
present to investors and the industry.

A. Framework Geared towards in-branch Mutual Fund Transactions

Mutual fund sales are conducted through various distribution channels including
telephone, Internet, offsite and in-branch. The Framework seems to be geared towards in-
branch or face-to-face transactions at the expense of non-face-to-face channels such as
the telephone or the Internet. Mutual fund sales through the branch network are
fundamentally different than the other distribution channels in that dealer representatives
can, without much difficulty, provide clients with the Fund Facts at or prior to the point
of sale. To that end, since most of our in-branch mutual fund sales take place through the
MFDA channel, clients who conduct mutual fund transactions through an MFDA
member fare better under the Framework than clients who conduct mutual fund
transactions through an IDA member since they are more likely to be able to effect one
continuous and uninterrupted transaction.

More than 80% of our mutual fund transactions take place through our IDA members
either over the telephone or the Internet. For those transactions, dealers will be required
to deliver the Fund Facts by mail, fax, or e-mail. Regardless of which of those methods is
used to deliver the Fund Facts to investors, the transaction will be interrupted in order to
mail, fax or e-mail the Fund Facts. The delay can be as long as five business days for
clients who do not have fax or e-mail, which is the time that it usually takes to send a
document through regular mail.





Consequently, in the context of the telephone and Internet distribution channels the
limited methods by which dealers are required to deliver the Fund Facts will be
detrimental to investors in that they will interrupt and consequently delay the transaction.
The interruption of the transaction may potentially cause investment losses,
inconvenience investors and may lead investors to opt for a product other than a mutual
fund. As a result, the Framework creates an unlevel playing field between IDA and
MFDA members and their clients.

B. Interruption of Transaction

Currently, investors are able to conduct mutual fund transactions without interruption or
delay. Under the Framework, investors wishing to conduct mutual fund transactions,
particularly over the telephone, will have their transactions interrupted in order for the
dealer representatives to mail, fax or e-mail the Fund Facts. As noted, the interruption of
the transaction can delay the transaction by as long as five business days. The inability to
carry out a continuous mutual fund transaction will cause concerns for investors who
need to carry out a transaction in the most time efficient manner. For instance, a
continuous transaction is crucial in instances where investors need to ensure that they
meet RRSP contribution deadlines or wish to obtain a price on a fund on a specific day.

We reviewed the investor research conducted by the Joint Forum and note the general
positive reaction of investors with respect to receiving the Fund Facts. However, we
submit that the Joint Forum research did not directly address the consequences associated
with the methods of delivering the Fund Facts where such methods will result in the
interruption of the transaction.

We acknowledge that the investor research conducted by the Investment Funds Institute
of Canada through Pollara Research in Toronto, Montreal and Vancouver on August 16,
2007 highlighted that some investors (mostly in Toronto but not generally in VVancouver
or Montreal) were of the opinion that they would like to receive the Fund Facts even if
the delivery results in the interruption of the transaction. We query how investors that are
vacationing with no access to email, fax or mail will feel when they call their dealer
representative to request a mutual fund transaction and they are advised that the
transaction cannot take place within the client’s specific time frame due to the
requirement to deliver the Fund Facts. We question whether investors who were the
subject of the Pollara Research thought through the consequences of the delivery methods
when they expressed no concerns about their transactions being interrupted. In addition,
the Pollara Research highlighted that some investors made general assumptions about the
delivery method of Fund Facts that lead them to believe a delay in delivery would be
minimal. For instance, some investors assumed they could receive the Fund Facts
immediately via email (all participants had Internet access). It is not known what the
investor reaction would have been if their only options for delivery were by hand or mail.





C. Possible Impact of Transaction Delays

Investors need optimal flexibility in how to manage their financial affairs in order to try
and avoid potential investment losses. The limited methods by which the Fund Facts must
be delivered deprives investors of investment flexibility which can have serious
implications. An investor who has no email or fax access and could not physically attend
at a branch could suffer investment losses as a result of their inability to conduct a mutual
fund transaction in a timely manner and within a price sensitive parameter. We submit
that such investment losses would not be well received by most investors, despite the
positive investor reaction to receiving the Fund Facts through the methods suggested in
the Framework.

D. Unlevel Product Playing Field

The disclosure requirements applicable to Canadian mutual funds are currently more
onerous than the rules applicable to other retail asset management investment products in
Canada. The already heavily-regulated mutual funds industry coupled with the limited
methods of delivering the Fund Facts and the potential of requiring clients to
acknowledge receipt of the Fund Facts may potentially sway investors away from mutual
funds. The net impact of the limitations surrounding mutual funds could restrict the
investment choices available to investors while simultaneously taking away one of the
most popular investment vehicles from investors, particularly smaller investors.

Investors, particularly those who deal with dealers in the IDA distribution channel that
have a wide roster of investment products available to them, might be tempted to invest
in other products such as principal protected notes and exchange traded funds since such
products do not have a point of sale disclosure requirement that leads to obstacles for
investors. This will place mutual fund products at a disadvantage compared to other
investment products that may be more risky and less suitable for investors.

E. Unavailability of Waiver Option

The Framework purports to be one-size-fits-all and assumes that all investors have the
same needs and wish to receive the Fund Facts at or prior to the point of sale in all
instances. However, by way of an example only around 3-6% of investors opt to receive
the Management Reports of Fund Performance (“MRFPs”) for CIBC funds. These
minimal opt-in rates might demonstrate that investors do not necessarily want to receive
additional disclosure and if they do want to receive it they will request it. Therefore,
some investors might find that their freedom to choose is severely restricted by virtue of
the fact that they cannot waive receipt of the Fund Facts. We think it is in the best
interests of investors to have the ability to waive receipt of the Fund Facts. The right to
waive is particularly important in the context of subsequent sales and switches where
investors have already received the Fund Facts with the initial purchase.





F. Duplication of Disclosure

The existing regulatory regime surrounding mutual funds is very disclosure intensive.
Investors already have access to a wide array of mutual fund documents including a
prospectus, the MRFPs, annual information forms, financial statements, and quarterly
portfolio disclosures. In addition to all of this existing disclosure, there are various
regulatory initiatives that are currently underway such as the Client Relationship Model
and the Registration Reform Project that will include mutual fund disclosure. We are
concerned that existing mutual fund disclosure, together with the proposed disclosures,
including the Fund Facts, will amount to duplication of information that will serve to
confuse investors. We urge the Joint Forum to take into consideration the existing and
proposed disclosure regimes for mutual funds as a whole in order to avoid duplication
and minimize the amount of duplicate information that investors receive.

G. Unlimited Right to Cancel Transaction

Although we understand that the Framework does not mandate dealers to obtain
investors’ signatures to prove delivery of the Fund Facts the net effect of the Framework
is just that. The unlimited right of investors to cancel transactions at any time if they do
not receive the Fund Facts provided for in the Framework will essentially mean that
dealers will need to obtain express acknowledgement to prove delivery of the Fund Facts
in order to avoid potential exposure to unlimited liability.

We submit that the unlimited right provided to investors to cancel their transaction at any
time in the event that dealers do not deliver the Fund Facts assumes that dealers will not
strictly comply with a regulatory requirement and further assumes that dealers are not
capable of establishing adequate procedures, including effective compliance monitoring
systems to ensure that delivery of the Fund Facts takes place. We suggest that since it is
in the best interest of dealers to ensure that they are in compliance with all regulatory
requirements and since dealers are required to act in the best interest of investors, there is
no need to expose dealers to such an unlimited liability. We are in support of investors
having the right to cancel their transaction but we believe it is unreasonable to extend that
right indefinitely.

Furthermore, we submit that providing for this unlimited right to cancel a transaction is
problematic given that dealers are subject to record retention requirements that mandate
the term for which documents should be retained, which is usually seven years. In this
context, dealers will find themselves unable to defend a claim that a Fund Facts was not
delivered once the retention period has been reached. Even if retention periods permitted
the retention of Fund Facts proof of delivery indefinitely we submit that such a position
would be unnecessarily costly for dealers. The refined approach discussed in part 1 of
this submission addresses these concerns since investors can access the Fund Facts at or
prior to the point of sale and the right of rescission is tied to receipt of the Fund Facts
with the trade confirms. Given the refined approach, we submit that it is unnecessary to
retain the concept of unlimited right to cancel a transaction on non-delivery of Fund
Facts.
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H. Liability Regime

The Framework provides that the Fund Facts will be incorporated by reference into the
simplified prospectus which means that the existing securities laws will apply and any
misrepresentation in it will result in the investor having a statutory right to take action
against the mutual fund. The Ontario Securities Regulations define misrepresentation as
follows: “(a) an untrue statement of material fact, or (b) an omission to state a material
fact that is required to be stated or that is necessary to make a statement not misleading
in the light of the circumstances in which it was made [emphasis added].”

Given that the Fund Facts is a two-page document that is a summary of the facts found in
a simplified prospectus, it will by virtue of its size omit to state certain facts, which might
in hindsight be viewed as material (such as investment strategies, risk disclosure, income
tax information, etc.). As a result, we are concerned with the level of liability attached to
the Fund Facts and submit that the concept of liability associated with Fund Facts should
be reconsidered in the context of the Framework. Dealers and managers should be
granted appropriate protections against unlimited liability based on a claim of
misrepresentation where the misrepresentation claim is simply based on an omission. We
urge the Joint Forum to limit misrepresentation claims for Fund Facts to disclosure of
untrue statements of a material fact or failure to have plain, true and accurate disclosure.

In addition, we suggest that a mandatory introductory disclosure paragraph, similar to
that required in Form 81-106F1 for MRFPs, be added on the first page of the Fund Facts.
We suggest that such disclosure read substantially as follows:

“This Fund Facts contains key features, risk and cost information about the investment
fund but does not contain complete information about the [investment objectives and
strategies, risks and fees associated with the] investment fund, which can be found in the
prospectus of the fund. You can obtain a copy of the prospectus at your request and at no
cost from your dealer, by calling [toll-free/collect call telephone number], by writing to
us at [insert address], or by visiting our website at [insert address] or SEDAR at
www.sedar.com. Securityholders may also contact us using one of these methods or
speak with their advisor to obtain more information about this fund.”

We believe that by adding this disclosure, investors would be appropriately informed that
the content of the Fund Facts does not contain all the information about the fund and that
other information about the fund is available in the prospectus of the fund. We also
believe that this disclosure would afford a level of protection to dealers and fund
managers against potential liabilities.
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l. Costs Analysis and Implementation Timeline

The Joint Forum asked the following question “What changes would you need to make to
your existing processes to comply with our proposed delivery requirements? How long
would it take to make these changes? What costs would be involved? Approximately how
much would these costs be?” In answering this question, we undertook an examination
of potential systems, procedural and compliance changes for both our dealers and fund
managers that would be required to implement the Framework. We also conducted a cost
analysis from each of our dealers and fund managers’ perspectives.

Some of the changes that we will need to make to implement the current version of the
Framework include updating our systems to permit dealer representatives to make a
selection with respect to whether clients wish to continue receiving the prospectus;
creating a system’s solution to allow dealer representatives to keep track of whether the
Fund Facts was delivered to clients and whether client acknowledgement of receipt of
Fund Facts was received; and creating a click through online solution for online
investors. From a procedural and compliance perspective, we would need to train our
dealer representatives with respect to the delivery obligations and acknowledgement
requirements, we would need to update our compliance and procedures manuals, and
potentially update all our account opening documents. Furthermore, we would need to
create a very strong compliance and audit regime to mitigate the risk that dealers are
subject to as a result of the unlimited right available to investors to cancel a transaction in
the event of non-delivery of the Fund Facts. Our cost analysis based on some of these
changes revealed a significant amount of new costs amounting to approximately $4
million on the dealer side and approximately $1 million on the manager side for one-time
implementation costs. We also estimate an approximate ongoing annual net incremental
cost of $1.9 million on the manager side. We note that on the dealer side the cost of
delivering the Fund Facts on an ongoing basis may be partially offset by the expected
decrease in prospectus delivery costs.

We recommend that the Joint Forum provide a sufficiently long transition period before
fully implementing the Framework. We urge the Joint Forum to work closely with the
industry to develop a reasonable timetable for implementation. The effective date should
take into consideration the various elements of implementation required such as systems
changes, compliance procedures and audit reviews. The implementation date should also
take into consideration the multiple new regulatory initiatives such as the Client
Relationship Model and the Registration Reform Project that dealers and managers must
also deal with.

3. CONTENT OF FUND FACTS:

We highly support the objective of the Framework to ensure that Fund Facts are standard
across the industry. We also congratulate the Joint Forum on the reader-friendly format of
the Fund Facts. This part of the submission will nonetheless highlight certain areas of
concern and provide constructive suggestions with respect to the content of Fund Facts.
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A. Funds with multiple classes, series or guarantee options

This section is in answer to the Joint Forum’s question #9. “Are there other ways of
disclosing the information in the Fund Facts for a fund with multiple classes, series or
guarantee options that are consistent with our objective of providing investors with a two-
page document that is easy to understand?”

In our view, the Fund Facts should disclose the various classes/series available for an
investment fund. Since comparability is one of the objectives of the Framework, we urge
the Joint Forum to consider including the various classes/series available in the Fund
Facts because doing so will make it easier for investors to compare their options. We also
submit that requiring a Fund Facts per class/series would be unreasonable for those fund
companies having funds that offer various classes/series. Currently, we have in total 143
mutual funds offered by our two fund managers, some of those funds have only one class
of units, while the majority of those funds have two or more classes of units, up to a
maximum of 10 classes. If Fund Facts were to be prepared for each class/series, this
would mean 288 Fund Facts to prepare, file and update regularly. We are concerned with
the costs associated with the preparation of so many documents (including the printing
costs, particularly if the Fund Facts needs to be in colour) and the pressure on resources
of the fund managers to prepare these documents in addition to the prospectus and annual
information form, MRFPs and financial statements, and quarterly portfolio disclosure.
We believe that consideration should also be given to exempting Money Market and T-
Bill funds from the Fund Facts requirement.

The Fund Facts should disclose the nature of securities offered under the “Quick Facts”
section. However, specific information about MER and performance should identify only
one class/series (unless more than one class/series has the same MER/performance, than
all such classes/series could be identified), such class being the class with the higher
MER and fee structure. We however recognize that certain information would need to be
disclosed for all the classes/series such as the distribution policy, cost of investing in the
fund, and dealer compensation.

B. Updating the Fund Facts

This section is in answer to the Joint Forum’s question #10. “Fund managers and
insurers: How often would you want to update the Fund Facts? If more or less frequently
than quarterly, with what frequency and why?”

The Fund Facts should be updated less frequently than quarterly. Information included in
the Fund Facts (except for top 10 holdings and investment mix information) does not
change that frequently and a document updated quarterly would also mean a document
that would include various “as of” dates (MER, performance, etc.) that could potentially
confuse investors. We note that the prospectus is only renewed once a year and would
suggest that Fund Facts do not require more updates than the prospectus regime.
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The frequency of updates proposed in the Framework could result in a short period of
time between updates and filings. For example, the prospectus renewal date for our
Renaissance Investments family of funds is August 20" and the financial year-end for
these funds is August 31%. Pursuant to the Framework, we would have to file Fund Facts
with the prospectus filing on August 20", which would comprise interim financial
information such as MER but could comprise top 10 holdings as at the date of filing.
Then we would need to file the Fund Facts three months later on November 29" with the
filing of the annual financial statements and MRFP including annual MER information
and top 10 holdings information as at August 31%, which is information only a month
more current than for the previous filing.

Greater clarification is required with respect to the dates as of which information in the
Fund Facts should be provided (i.e., total value of assets, MER, top ten holdings,
investment mix, etc.). For example, if the Fund Facts is filed with the prospectus renewal
and also updated quarterly, will fund companies be required to provide top 10 holdings
information, investment mix information, and MER as of the dates of these specific
filings? We note that pursuant to section 15.1 of NI 81-106, MER information may only
be calculated for the financial year and interim period of the investment fund. Is the
frequency for MER calculation expected to change under the Framework? The use of
different dates for information contained in the Fund Facts by the various fund companies
could potentially confuse investors because the information will not be easily comparable
and may result in additional audit reviews that will likely increase costs for the
investment fund and its unitholders. To address these concerns, we suggest that the same
dates for updates of the Fund Facts be followed by all investment funds or be limited to
either (i) the financial year-end and interim period of the investment fund; or (ii) the
prospectus renewal and occurrences of material changes, as required.

C. Need for Instructions and Guidance

We agree with the Joint Forum that fund companies will need flexibility in certain
sections of the Fund Facts to describe the fund’s features such as the fund’s investments,
the type of investors for which the fund is suitable for, and the sales charge options
offered by the fund companies. However, we believe that detailed instructions and
guidance, similar to those of National Instrument 81-101 Mutual Fund Prospectus
Disclosure and Form 81-106F1, with respect to the content of the Fund Facts need to be
provided in order to ensure that information about different funds can be easily
compared. We note that information provided in sections such as “What does the fund
invest in?” and “Who is this fund for?” can be misleading thus resulting in potential
liabilities. For instance, will the type of securities the fund invests in need to include only
those listed in the investment objective of the fund or will it need to include all types of
securities the fund may invest in? Furthermore, will fund companies have the flexibility
to choose the categories into which the portfolio of the investment fund should be broken
down similar to the summary of investment portfolio in National Instrument 81-106
Investment Fund Continuous Disclosure (“NI 81-106), etc.?
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D. Sales Communication

We note that the draft Fund Facts does not contain the required disclosure and warnings
for sales communication pursuant to National Instrument 81-102 Mutual Funds (“NI 81-
102”). Please confirm if the Fund Facts will be excluded from the definition of sales
communication under NI 81-102 and if NI 81-102 will be amended accordingly.

E. Specific Feedback on Fund Facts Content
1. “Quick Facts” section

We suggest that additional information should be added under this section, including
minimum amount of investment for both initial subscription and pre-authorized
investment plan, the nature of securities offered (as more detailed above) and the name of
the manager of the investment fund. In addition, we suggest adding disclosure with
respect to the fact that certain expenses (such as brokerage commission/spreads) are not
included in the MER but are charged at the fund level. Finally, we suggest that disclosure
substantially in the following words be added with respect to the sub-heading
“Distributions™: “Distributions are not guaranteed and may fluctuate from time to time
without notice”. The reference to distributions as is might be misleading in that it implies
distributions will occur on a specific date when in fact some funds may not distribute
each year, quarter, or month. The reference to fluctuation would also cover funds that aim
to distribute specific amounts or aim to distribute regularly. If Fund Facts are designed to
disclose the various classes/series, we suggest that the distribution line be expanded for
classes/series having a different frequency of distribution and different payout
timeframes.

2. “What does the fund invest in?” section

Please see our general comments above. This section should disclose the investment
objective of the investment fund instead of creating new disclosure as to what the fund
invests in. As an additional comment, we believe that percentages should accompany
each of the top 10 holdings.

3. “How has the fund performed?” section

We believe that a table showing the standard performance data (compounded annual
returns) for the 1, 3, 5 and 10 year periods or since inception period (as disclosed in the
fund’s MRFP) would complete this section and provide investors with meaningful
information.

4. “How risky is it?”” section

More information should be provided with respect to the risk classification method, such

as an indication that the potential risk volatility/classification is based on the
recommendation of the Fund Volatility Classification Working Group of IFIC.
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We also believe that the disclosure should include the fact that the risk volatility of the
fund is reviewed annually and is subject to change. The current disclosure in this section
may not be sufficient for an investor to fully understand the risk versus potential return
and consequently we support the inclusion of a risk/return table that would categorize
mutual funds from the safest to those with highest risk versus expected returns.

5. “Are there any guarantees?” section

The current disclosure might imply that certain funds are guaranteed, which is not the
case. We suggest that this section be removed in its entirety or moved under the section
“How has the fund performed?” Any discussion of guarantees should be accompanied
with the sales communication warning disclosure, namely, mutual funds are not
guaranteed and their values change frequently.

6. “Who is this fund for?” section

We do not support the inclusion of the following disclosure in that section “Don’t buy
this fund if you need a steady source of income from your investment”. This statement
imposes a heavy burden on fund managers to make assumptions as to investor
circumstances (i.e., potential tax implications, knowing each investor’s particular
situation, etc.) and could lead to potential liabilities. Dealer representatives have the
responsibility of advising their clients if an investment is not appropriate for them. As
such, fund managers should not be required to take on that responsibility by virtue of
adding a statement determining suitability in the Fund Facts. This section should be
aligned with the prospectus disclosure under “Who should invest in this Fund?”

7. “How much does it cost to buy?” section

We suggest that this section, in its current format, be combined with the section entitled
“How does my adviser get paid?” for completeness purposes. It would be useful to add
the percentages of commission paid to the adviser in this section. Also, in order to
provide full and accurate disclosure, it would be prudent to divide the table into two
separate tables, one for what the investor pays and another for what the fund company
pays to the dealer. We suggest that additional disclosure to the effect that other fees and
expenses may be payable (such as switch fees, short-term trading fees, registered plan
fees, administration fees, etc.) be added.

8. “What if I change my mind?” section
Please see our general comments above with respect to the liability regime.
We note that information about pre-authorized investment plans is not provided under

this section and believe it should be. We suggest that disclosure be similar to that of the
prospectus under “What are your legal rights?”, as applicable.

16





We also note the absence of any disclosure regarding how a unitholder can redeem their
units. Such disclosure should be considered in this section.

9. “For more information” section
We suggest that this section be removed if the mandatory introductory disclosure we

have suggested above is added to the Fund Facts since all this information would have
already been provided on the first page.

*x Kk * k k k *

Thank you in advance for your consideration of this submission. Please do not hesitate to
contact Carole Dagher at 416-980-6096 if you have any questions or wish to discuss
these comments further.

Yours truly,

/sl Stephen J. Geist

Stephen J. Geist

President, CIBC Asset Management Inc.

/sl Thomas S. Monahan

Thomas S. Monahan

Chairman, CIBC Wood Gundy Inc.

Chairman and Chief Executive Officer, CIBC Investor Services Inc.

/sl Wayne S. Ralph

Wayne S. Ralph

Senior Vice-President, Wholesale/Brokerage Operations, Global Operations

/sl Carole Dagher

Carole Dagher
Counsel, Legal Department
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Les membres de
I’TACCAP détiennent
99 p. 100 des
assurances vie et
maladie en vigueur.

Quatre millions de
Canadiens
détiennent des
CICV.

70 milliards de
dollars sont
détenus dans des
fonds distincts.

INTRODUCTION
L'Association canadienne des compagnies d'assurances de
(ACCAP) est

relativement au

heureuse de soumettre ses
Cadre

81-406 : « Information au moment de la souscription des

personnes
observations proposé
organismes de placement collectif et des fonds distincts »,
document de consultation publié par le Forum conjoint des

autorités de réglementation du marché financier.

L’ACCAP, fondée en 1894, est une association a adhésion libre
représentant les intéréts communs des sociétés d'assurances de
personnes. Ses membres détiennent 99 p. 100 des assurances
vie et maladie en vigueur au Canada et contribuent au bien-étre
financier de millions de personnes au pays, leur fournissant une
vaste gamme de produits destinés a assurer leur sécurité
financiére. Plus particuliérement, quatre millions de Canadiens
détiennent des contrats individuels a capital variable (CICV).
Plus de 105 milliards de dollars d'actif étaient détenus au titre de
ces contrats a la fin de 2006, dont presque 70 milliards dans des
fonds distincts. C'est cette facette de nos affaires qui est

pertinente dans le contexte du Cadre proposé.

La partie | du présent mémoire renferme des observations
d'ordre general sur le Cadre proposé. Dans les parties Il et lll,
nous précisons le contexte dans lequel s'inscrivent nos
observations plus spécifiques, d'abord en donnant un apergu du
régime réeglementaire qui protege nos titulaires de contrats
(partie 1), puis en deécrivant I'expérience des consommateurs
lors de la souscription d'un contrat individuel a capital variable
(CICV) et dans le cadre de la gestion dudit contrat (partie lll). La

partie |V traite des avantages d'une approche réglementaire





La communication
de renseignements
lors de la
souscription est la
pierre angulaire
des pratiques de
l'industrie.

fondée sur des principes pour réaliser l'objectif du Forum
conjoint. Nous nous concentrons dans les parties V a IX sur des
aspects précis du Cadre proposé : les propositions touchant les
operations initiales (partie V), celles concernant les opérations
subséquentes (partie VI), limpact, sur le plan de la
responsabilité juridique, de l'intégration, par renvoi, des « Faits
saillants » dans le CICV (partie VII), le droit d'annulation (partie
VIIl) et la présentation du RFG (partie IX). Enfin, la partie X
renferme nos conclusions et des suggestions quant aux

prochaines étapes.

.  OBSERVATIONS D'ORDRE GENERAL

Comme lindique le document de consultation, la vision du
Forum conjoint est de « fournir aux investisseurs des
renseignements pertinents au moment ou ils en ont le plus
besoin, c'est-a-dire avant de prendre la décision de souscrire
des titres d'un fonds ». En outre, le document précise que
l'information doit étre présentée dans un langage simple et

accessible et dans des formats comparables.

L'industrie  des  assurances  préconise  vivement Ia
communication au consommateur des renseignements
pertinents lors de la souscription. C'est la la pierre angulaire de
ses pratiques actuelles; de fait, presque toute l'information dont il
est question dans le Cadre proposé est actuellement
communiquée a ses clients lors de la souscription ou avant
celle-ci. L'industrie s'est engagée il y a déja longtemps a
collaborer avec l'un des partenaires du Forum conjoint, le

Conseil canadien des responsables de la réglementation





L'industrie loue le
CCRRA et le Forum
conjoint pour leurs
efforts.

L'industrie appuie
I'objectif
d'améliorer la
communication de
renseignements
lors de la
souscription.

Le Cadre proposé
pourrait nuire a
I'efficacité du
service a la
clientéle...

il est lourd...

il réduirait le choix
des
consommateurs...

d'assurance (CCRRA), a la recherche de moyens d'améliorer

constamment le régime de communication de renseignements.

Nous louons le CCRRA et le Forum conjoint pour leurs efforts et

leur dévouement a 'égard de cet important objectif.

Nous sommes trés favorables a I'objectif qui est de fournir au
consommateur des renseignements plus simples et plus
pertinents. Nous sommes également d'accord pour dire qu'il est
souhaitable que, dans la mesure du possible, le format retenu

permette d'établir facilement des comparaisons.

Toutefois, nous craignons que, dans sa forme actuelle, le Cadre
proposé ne fasse obstacle a un service a la clientéle efficace et

efficient, et ce, pour plusieurs raisons

i) il tend a traiter tous les consommateurs de la méme facgon,
alors qu'en réalité leur niveau de connaissances, leur
volonté d'autogérer les fonds et leurs besoins en matiére
de choix sont trés variables; quel que soit le cadre qui au
bout du compte sera retenu, il devra étre suffisamment
souple pour tenir compte des divers besoins en matiére

d'information;

ii) il est inutilement lourd, exigeant des conseillers qu'ils aient
avec eux des centaines de documents d'information, ce
qui pourrait bien avoir pour effet de réduire le choix des
consommateurs (par exemple, les conseillers pourraient
se limiter a offrir quelques options seulement) ou d'amener
les consommateurs a se tourner vers des produits moins

strictement réglementés;





et il entraverait les
droits actuels des
titulaires de CICV.

Une approche
réglementaire
fondée sur des
principes est
préférable.

Le régime canadien
de réglementation
des assurances est
reconnu a I'échelle
internationale pour
son excellence.

l.es consommateurs
n'achétent pas
directement des parts
de fonds distincts.

iil) en ce qui concerne les opérations subséquentes, il entrave
les droits contractuels dont bénéficient actuellement quatre

millions de Canadiens titulaires de CICV.

Enfin, le Cadre proposé est exagérément normatif. Une
approche réglementaire réellement fondée sur des principes
serait preférable et permettrait d'atteindre plus slrement les

objectifs des secteurs concernés.

Nos inquiétudes et nos suggestions sur des approches de
rechange possibles, formulées ici, partent avant tout du désir de
protéger au mieux les intéréts des fitulaires, actuels et
éventuels, de CICV.

IIl. LE CADRE DE PROTECTION DES CONSOMMATEURS
ET LA REGLEMENTATION DES CICV

Le régime existant de réglementation prudentielle et du marché,
et les normes rigoureuses du secteur, y compris en ce qui
concerne la communication de renseignements au moment de la
souscription, se sont avérés extrémement efficaces pour ce qui
est de fournir aux titulaires de CICV une excellente protection,
comme en attestent le peu de plaintes de la part des
consommateurs. De fait, le régime réglementaire régissant
lindustrie canadienne de [l'assurance vie est reconnu par
beaucoup comme un modéle d'excellence a I'échelle

internationale.

A la différence des organismes de placement collectif, dont les
consommateurs achétent des unités ou parts, les fonds distincts
ne vendent pas directement de parts; le consommateur passe

un contrat, le contrat individuel a capital variable (CICV), avec





Le consommateur
passe un contrat
(CICV) avec
I'assureur.

Le contrat prévoit
des options, dont
des fonds distincts
et des placements
arevenu fixe.

Les assureurs vie
gérent des actifs de
800 milliards de
dollars a I'échelle
mondiale.

Les assureurs sont
responsables de la
distribution.

Les titulaires de
CICV jouissent
d'importants droits
contractuels et
garanties.

une société d'assurance vie. Le titulaire du CICV peut choisir
dans la gamme d'options de placement offertes au titre de son
contrat, dont des fonds distincts et des placements a revenu fixe
semblables a des certificats de placement garanti. Tous les
éléments d'actif d'un fonds distinct sont détenus par la société
d'assurances, qui garantit aux titulaires de contrats des valeurs
en fonction des valeurs des fonds distincts qu'ils ont choisis, et

sous reserve de plusieurs garanties contractuelles.

Seuls les assureurs vie peuvent offrir des CICV. Les sociétés
d'assurance vie canadiennes sont parmi les plus grandes et les
plus prestigieuses entreprises de services financiers au pays.
Elles gerent des actifs de 800 milliards de dollars a I'échelle

mondiale.

L'une des principales différences entre la réglementation de
'assurance et celle des valeurs mobilieres est que, dans le cas
de l'assurance, la responsabilité en matiére de distribution
revient a ceux qui établissent les contrats, a savoir les sociétés
vie, qui sont assujetties a une réglementation prudentielle et du
marché. Dans le secteur des organismes de placement collectif,
c'est au niveau de ceux qui effectuent la distribution, et non des
eémetteurs, que se situe la responsabilité, ce qui explique la
nécessité d'une attention réglementaire accrue au niveau des

courtiers.

Les titulaires de CICV jouissent de droits contractuels et de

garanties au titre des produits, dont les suivants :

e capital garanti a I'échéance, et habituellement au décés,
correspondant a au moins 75 p. 100 (et souvent a 100 p.

100) des sommes qu'ils ont versées;





Les titulaires de
contrats regoivent,
lors de la
souscription ou
avant, des
renseignements
sur leur contrat et
les options de
fonds.

Les autorités de
réglementation des
assurances
exercent une
surveillance
prudentielle.

¢ dans de nombreux cas, droit d'augmenter les valeurs
garanties en fonction de la valeur marchande courante de

chaque fonds distinct (c'est la « réinitialisation »);

e droit de transformer l'actif du CICV en une rente a

constitution immédiate, viagére ou certaine;

e droit de changer, sans frais, de fonds distincts a l'intérieur

d'un contrat.

A I'heure actuelle, des renseignements complets sur les droits et
les obligations du titulaire de contrat sont remis a ce dernier
avant la signature de la proposition. Une notice explicative et
une note d'information sommaire (parfois appelée « Faits
saillants », « Apercu des fonds » ou « Faits saillants de nature
financiere ») renfermant de l'information au sujet du CICV ainsi
que des options de fonds distincts et de placement a revenu fixe
s'y rattachant, doivent étre remises au moment de la
souscription ou avant. Ces documents renferment la quasi-
totalité des renseignements compris dans la fiche « Apercu du
fonds » que le Forum conjoint propose de remettre relativement
a chaque fonds au titre d'un CICV. Les sociétés d'assurances
exigent que les intéressés attestent, en signant, que cette

documentation leur a été remise.

Les CICV sont assujettis en tout temps a des exigences en
matiére de capital, conformément aux normes professionnelles
de ['Institut canadien des actuaires, et sont surveillés par le
Bureau (fédéral) du surintendant des institutions financiéres,
I'Autorité des marchés financiers ou un organisme provincial

homologue.





Les titulaires de
contrats ont une
protection contre
les créanciers.

Les valeurs
garanties au titre
des CICV sont
protégées par
Assuris.

Des services de
réeglement des
plaintes bien
établis sont en
place.

Les conseillers
doivent détenir un
permis d'agent vie.

La législation provinciale sur les assurances prévoit une
protection contre les créanciers a I'égard des produits
d'assurance vie et de rentes, agréés ou non, y compris les
CICV. Les titulaires de CICV peuvent donc étre relativement
certains — a lintérieur de certains parametres — lorsqu'ils
planifient leur avenir financier que leurs fonds sont a l'abri des

créanciers.

En outre, les valeurs garanties aux titulaires de CICV sont
protégées par Assuris (anciennement la SIAP, société
d'indemnisation des assurances de personnes du Canada) en

cas d'insolvabilité de la société d'assurances en cause.

S'ils ont une plainte & formuler, les consommateurs peuvent
recourir aux services de réglement des plaintes bien établis,
dotés d'ombudsmans désignés, dont disposent tous les
assureurs. A I'échelon sectoriel, les consommateurs peuvent
faire appel au Service de conciliation des assurances de

personnes du Canada.

. L'EXPERIENCE DE SOUSCRIPTION ET LES ATTENTES
DU CONSOMMATEUR

Les CICV sont

d'intermédiaires en assurance vie réglementés a ['‘échelon

offerts  uniquement par I'entremise
provincial. Ces derniers doivent satisfaire a des normes d'accés
a la profession, et, dans la plupart des provinces, a des
exigences de formation continue. Ils doivent en outre détenir une
assurance de la responsabilité civile professionnelle. La
premiére rencontre entre le conseiller et le consommateur se fait
habituellement en conseiller et

personne. Ensemble,





Le conseiller
évalue les besoins,
les objectifs
financiers et le
profil
d'investisseur du
client avant de faire
des
recommandations.

Le conseiller
communique des
renseignements le
conhcernant.

Des
renseignements
sur le produit sont
remis lors de la
souscription...

... et sont
disponibles par la
suite.

consommateur remplissent généralement un questionnaire
d'analyse des besoins et de répartition de [l'actif afin de
déterminer |'actif dont dispose le consommateur, ses objectifs et
ses obligations sur le plan financier, et, en ce qui concerne les
options de placement, son attitude face au risque, son niveau de
connaissances, son horizon et ses objectifs de placement. Le
conseiller se fonde ensuite sur ces renseignements pour
elaborer des recommandations parmi les options offertes au titre
d'un CICV (p. ex., des options de placement garanti ou des
fonds distincts qui peuvent notamment donner accés a des
actions, des obligations et des portefeuilles internationaux).
Certains conseillers travaillent pour une seule société et ne
peuvent proposer que les options se rattachant a un CICV
donné. D'autres, les courtiers, représentent plusieurs sociétés et
offrent une vaste gamme de CICV auxquels se rattachent toute

une gamme d’options.

Lors de la souscription, le conseiller fournit également au client
éventuel des renseignements sur lui-méme et sur les affaires
qu'il méne. Cela comprend des renseignements sur les sociétés
représentées, la fagon dont le conseiller est rémunéré et tout

conflit d'intéréts.

Comme nous l'avons déja mentionné, le consommateur se voit
remettre, au moment ou il signe une proposition ou avant, des
renseignements complets sur la gamme d'options disponibles au
titre du CICV. En outre, il peut accéder en tout temps a de
l'information non seulement sur les fonds qu'il a sélectionnés
mais sur toutes les options au titre du CICV, et ce, en consultant
les rapports annuels ou semestriels fournis sur demande ou les

sites Web des sociétés, qui présentent de l'information a jour, ou





Les opérations
subséquentes se
font le plus
souvent par
téléphone ou par la
poste.

Les titulaires de
contrats autorisent
les conseillers a
agir sur demande
téléephonique.

Il est important de
fournir une
information de
qualité et un bon
service.

encore en s'adressant a son conseiller. Enfin, les assureurs
envoient aux titulaires de CICV une note d'information sommaire
relativement a toute nouvelle option de placement disponible au
titre du CICV.

Les opérations subséquentes (exception faite du prélévement
préautorisé de primes mensuelles) peuvent se faire en personne
mais, le plus souvent, elles se font par téléphone ou par la
poste. Par exemple, un titulaire de contrat peut appeler son
conseiller pour demander le changement d'une option de
placement, exercant ainsi un droit contractuel. L'opération
n'entraine aucuns frais, et elle se fait sans délai, habituellement
le jour méme. Le client peut par ailleurs envoyer un cheéque par
la poste a son conseiller (ou directement a la société) et
demander que l'argent soit affecté a un fonds donné au titre du
CICV. lci encore, ce genre d'opération est généralement

effectuée le jour méme.

Afin que les opérations subséquentes puissent se faire
facilement et rapidement, de nombreux titulaires de contrats
signent une « autorisation restreinte d'effectuer des opérations »
permettant au conseiller, sur demande téléphonique du titulaire
de contrat, de donner a l'assureur des directives concernant le
traitement de nouvelles primes, les échanges de fonds et la
réinitialisation des valeurs garanties du contrat en fonction des
valeurs de marché. Du point de vue du client, l'autorisation

accélere le processus et élimine la paperasserie.

L'expérience nous a appris que les titulaires de CICV, tant
actuels qu'éventuels, recherchent un conseiller bien renseigné,

'accés a une vaste gamme de produits de placement, et une





La réglementation
fondée sur des
principes :

Les autorités
formulent leurs
attentes...

et...

l'industrie détermine la
meilleure fagon d'y
satisfaire.

Cette approche
favorise l'efficacité,
I'efficience et
l'innovation.

Les exemples de
réglementation fondée
sur des principes sont
trés nombreux dans le
domaine de
I'assurance.

information de qualité sur leur contrat et leurs options. lls
s'attendent également a un service rapide et pratique en ce qui
concerne la gestion de leur contrat, et a pouvoir utiliser le mode

de communication de leur choix.

V. REALISER L'OBJECTIF DU FORUM CONJOINT GRACE
A UNE REGLEMENTATION FONDEE SUR DES
PRINCIPES

Nous recommandons vivement au Forum conjoint d'adopter une
approche reglementaire fondée sur des principes. Ces derniéres
années, les autorités canadiennes de réglementation des
assurances de personnes, en harmonie avec l'approche de
nombreuses autres autorités de réglementation des services
financiers dans le monde, ont fait le pas vers une approche de
plus en plus fondée sur des principes. En vertu de cette
approche, les autorités formulent leurs attentes en termes de
résultats, et l'industrie détermine comment elle peut y satisfaire
de facon efficace et efficiente. Cette recherche de l'efficacité
bénéficie aux consommateurs, tout comme la souplesse dont
dispose ainsi l'industrie, qui lui permet d'innover et de mieux
répondre aux nouveaux besoins du marché. Du point de vue des
autorités, la réglementation fondée sur des principes permet
d'établir des principes clés et de les appliquer a des industries et
a des produits dissemblables. Dailleurs, la réglementation
fondée sur des principes fonctionne particuliérement bien dans

le cas de produits qui ne sont pas identiques.

Les exemples montrant I'efficacité de ce type de réglementation
dans le domaine de l'assurance sont trés nombreux, allant du
Cadre de surveillance du Bureau du surintendant des institutions

financiéres (BSIF) aux principes établis par la Commission des
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FSA:La
réglementation fondée
sur des principes
donne plus de latitude
aux autorités.

L'industrie
recommande une
approche reposant
davantage sur des
principes que sur des
régles.

services financiers de I'Ontario (CSFO) en matiére de sélection

et d'aptitude a exercer des intermédiaires. Au sujet de la

réglementation fondée sur des principes, Julie Dickson,
surintendante du BSIF, a déclaré ce qui suit ; « Notre role n'est
pas de dicter aux institutions financieres la fagon de mener leurs
activités. » (Traduction de 'ACCAP)

Dernierement, une porte-parole de l'autorité des services
financiers (FSA) du Royaume-Uni a souligné l'importance de la
réglementation fondée sur des principes : « La FSA estime que
les législateurs ne doivent pas perdre de vue les résultats et les
principes clés, non seulement parce que les autoritées de
réglementation souhaitent préserver une certaine latitude, mais
aussi parce que des reglements détaillés risquent d'étre
rapidement dépassés par les réalités du marché, réduisant ainsi
la capacité des marchés européens a étre aussi innovateurs et

compétitifs qu'ils pourraient I'étre. » (Traduction de 'ACCAP)

L'industrie estime que 'adoption d'une approche fondée sur des
principes constitue la meilleure fagon d'atteindre I'objectif du
Forum conjoint. La vision déclarée du Forum conjoint — mettre a
la disposition des consommateurs des renseignements
pertinents — est un excellent exemple d'une approche fondée sur
des principes. Des parameétres de base pourraient également
étre établis pour ce qui est du contenu de l'information a fournir,
et il reviendrait ensuite aux industries d'élaborer et de remettre
les documents pertinents a leurs clients, d'une maniére efficace

et qui tienne compte de leurs besoins et de leurs préférences.

Une approche trop normative en ce qui concerne les documents

(libellé, types de caractéres, reliure, etc.) et leur remise traduit
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L'industrie a un régime
bien établi en matiére
de communication lors
de la souscription.

un régime fondé sur des régles, et non sur des principes.
Comme nous le verrons plus loin, une telle approche risque non
seulement d'entrainer des retards dans les opérations des
clients mais d'entraver la souplesse, les innovations, et la
capacité de lindustrie a s'adapter aux nouveaux besoins des

consommateurs.

V. OPERATIONS INITIALES

Le Cadre proposé prévoit la remise de deux documents lors de

la souscription d'un CICV ou avant celle-ci :

1) des « Faits saillants » renfermant une bréve
description du CICV, et

2) un « Apercu du fonds » pour chaque fonds

sélectionné au titre du CICV.

Le document de consultation indique que le Cadre proposé ne
permettrait pas que les fiches « Apercu du fonds » soient

regroupeées avant d'étre remises au consommateur.

Le régime actuel de lindustrie prévoit déja la remise de
documents d'information lors de la souscription ou avant celle-ci.
En soi, la remise de documents ne pose donc pas de probleme.
Nous estimons dailleurs que des normes du méme genre

devraient s'appliquer aux produits et services concurrents.

En outre, lindustrie approuve le contenu suggéré pour les
« Faits saillants » décrivant le CICV, qui consistent
essentiellement en une version remaniée de la note

d'information sommaire faisant partie de la notice explicative que
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Le fait de remettre
uniquement les
fiches « Apergu du
fonds » pour les
fonds sélectionnés
serait trompeur
pour les titulaires
de CICV.

Si I'objectif est de
fournir des
renseighements
avant la décision
de souscription, le
consommateur doit
avoir des
renseignements
sur toutes les
options qu'offre le
CiCv.

recoit déja le titulaire de contrat. L'approche et le contenu en

sont clairs et a la portée du consommateur.

C'est ce qui est remis qui nous préoccupe principalement.

Selon le Cadre proposé, seules les fiches « Apercu du fonds »
se rapportant aux fonds sélectionnés par le consommateur
devraient lui étre remises. Malheureusement, l'information
fournie & ce dernier serait incompléte. Cette proposition
présente en effet deux lacunes majeures. Premiérement, les
CICV sont en régle générale assortis — lors de la souscription et
en tout temps par la suite — d'une gamme d'options de fonds
distincts et de placements a revenu fixe. Fournir des
renseignements sur certaines options seulement serait donc
trompeur pour le consommateur. Deuxiémement, si I'objectif du
Forum conjoint est de fournir des renseignements au
consommateur avant que celui-ci ne prenne sa décision, il
s'ensuit que, dans le cas des CICV du moins, le consommateur
a besoin de renseignements sur la gamme compléte des options
offertes, et qu'il ne suffit pas gu'il ait en main uniquement les
fiches « Apergcu du fonds » relatives aux fonds qu'il a

sélectionnés.

Ce probleme fondamental mis a part, la proposition souléve
également des problémes pratiques. La souscription d'un CICV
se fait presque toujours en personne, souvent au domicile méme
de l'assuré. Dans certains cas, surtout en région rurale, le
conseiller devra parcourir de longues distances pour rencontrer
un client. Il devrait apporter avec lui toute une quantité de fiches
« Apercu du fonds ». Selon ce qui est proposé, un conseiller

devrait remettre un « Apergu du fonds » séparé pour chaque
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L'approche
pourrait étre
inutilement lourde
pour les
conseillers,
exigeant qu'ils
apportent des
centaines de fiches
« Apergu du

fonds ».

Le souci de limiter
la quantité de
documents pourrait
réduire le choix du
consommateur et
accroitre la
responsabilité de
l'assureur et du
conseiller.

Les
consommateurs
pourraient se
tourner vers des
produits plus
simples a
souscrire.

Dans leur forme
actuelle, les
propositions ne
servent pas les
intéréts des
titulaires de CICV.

fonds offert et pour chaque variante de ce fonds. Par exemple,
un conseiller offrant ne serait-ce qu'un CICV auquel se
rattachent 20 fonds, dont chacun offre trois catégories de titres
et trois options de garanties différentes, devrait transporter
180 fiches « Apercu du fonds ». Pour les courtiers représentant
plusieurs sociétés d'assurances, ce chiffre croit
exponentiellement. Il est clair qu'il n'est pas possible de

procéder de cette fagon.

Il y a des chances que, par souci de simplicité et pour limiter la
quantité de documents, le conseiller déciderait de restreindre
ses recommandations a seulement quelques options pour un
CICV donné. Le choix offert au consommateur s'en trouverait
réduit, et l'assureur et le conseiller pourraient voir leur
responsabilité s'accroitre si le consommateur n'était pas informé

de toute la gamme d'options offertes au titre du CICV.

Si le régime réglementaire devient trop complexe, les conseillers
et les consommateurs chercheront des produits plus simples a
souscrire. Par exemple, les billets a capital protégé ne sont pas
assujettis a de telles exigences en matiére de communication de
renseignements. Les consommateurs pourraient méme trouver
plus facile d'acheter des actions, lesquelles n'offrent ni
lavantage des fonds distincts et des OPC en matiére de
diversification des risques, ni les soupapes de sécurité des
CICV.

Telle gu'elle se présente actuellement, la formule d'« Apercu du
fonds » que propose le Cadre ne sert tout simplement pas les
intéréts des titulaires de CICV. Elle exigerait des assureurs qu'ils

fournissent aux consommateurs moins de renseignements qu'ils
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Toutefois...

il existe d'autres
approches qui sont
conformes a
I'objectif du Forum
conjoint.

Réunir en un
document unique
les faits saillants et
les renseignements
de toutes les fiches
« Apergu du

fonds ».

Les
renseignements
fournis seraient
pertinents,
complets et
facilement
comparables.

Qu...

Réunir en un
document relié les
fiches « Apergu du
fonds » pour toutes
les options au titre
d'un CICV.

ne le font actuellement, ce qui se traduirait par une
communication incompléte de renseignements et probablement

par un choix réduit pour le titulaire de contrat.

L'industrie a repéré deux autres approches, conformes a
l'objectif du Forum conjoint, qui iraient davantage dans le sens
des intéréts des titulaires de CICV sans pour autant accroitre la

responsabilité des assureurs.

La premiere approche consisterait a réunir en un document
unique les « Faits saillants » et les données clés contenues
dans les fiches « Apergu du fonds » pour tous les fonds offerts
dans le cadre d'un CICV. L'Annexe A montre comment cela

pourrait étre accompli.

Du point de vue des titulaires de contrats, cette approche

présente plusieurs avantages : ils recevraient « des
renseignements pertinents... avant de prendre la décision de
souscrire des titres d'un fonds », comme le souhaite le Forum
conjoint. En outre, les renseignements fournis couvriraient la
gamme compléte des fonds offerts au titre du CICV, et ils
seraient présentés dans un langage simple et accessible et dans

des formats comparables.

A cette approche pourrait s'ajouter la remise, en méme temps
que la confirmation de l'opération, des fiches « Apercu du

fonds » se rapportant spécifiguement aux fonds sélectionnés.
La seconde approche serait de simplement réunir en un
document relié les fiches « Apercu du fonds » pour tous les

fonds offerts au titre d'un CICV. De cette maniére, le futur

15





Les
renseignements
seraient complets,
mais |'approche
différe peu de ce
qui se fait
actuellement.

Les exigences
réglementaires
relatives a

I'« Apercu du
fonds » ne
devraient pas étre
trop normatives.

titulaire de contrat aurait en main toute l'information pertinente
avant de prendre sa décision de souscription. L'inconvénient est

que le document remis serait volumineux.

L'industrie ne s'oppose pas a cette approche; toutefois, il n'est
pas slr qu'elle représente une véritable amélioration pour les
titulaires de contrats, ceux-ci recevant deéja linformation en
cause en vertu des normes actuelles en matiere de
communication de renseignements au point de vente. Selon
nous, les consultations en cours constituent une excellente
occasion d'envisager différentes solutions, et la premiere des
approches susmentionnées serait la plus intéressante pour les

clients de notre industrie.

En ce qui concerne le contenu des fiches « Apercu du fonds »,
nous n'avons pas d'objection a ce que des paramétres de base
soient établis, mais nous recommandons d'éviter une approche
trop normative quant au libellé et a ce qui doit en étre exclu, aux
polices de caractéres et a la longueur des documents. Par
exemple, si un document combinant les « Faits saillants » et un
« Apercu des fonds » était utilisé, il devrait étre d'au moins
quatre pages, comme le montre I'Annexe A. Autre remarque :
l'exemple d'« Apercu du fonds » qui est présenté par le Forum
conjoint a apparemment été élaboré en fonction d'un fonds
d'actions canadiennes; or, d'autres renseignements pourraient
étre pertinents dans le cas de fonds d'obligations ou de fonds
d'actions internationales. En outre, les sociétés devraient avoir la
possibilité d'ajouter des renseignements clés s'ils sont connexes
a l'option de placement en cause ou en fonction des besoins de
leurs clients. Par exemple, les consommateurs ayant pris part a

des groupes de discussion organisés en aolt par I'Institut des
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Simplifier si
possible

Remettre a
nouveal les fiches
« Apergu du

fonds » avant les
opérations
subséquentes
entraverait
'efficacité et
causerait des
retards.

Choix restreint
pour les
consommateurs

Entrave aux droits
contractuels

fonds d'investissement du Canada (IFIC) ont dit souhaiter que
d'autres aspects soient couverts (indices de référence, objectifs

des fonds, etc.).

Enfin, si le concept de fiches individuelles « Aper¢u du fonds »
est retenu, il serait souhaitable de le simplifier en regroupant les
diverses options au titre d'un méme fonds (garanties ou

catégories de titres) dans un seul et méme document.

VI. OPERATIONS SUBSEQUENTES

En vertu du Cadre proposé, il faudrait remettre a nouveau les
fiches « Apergu du fonds » au titulaire de contrat avant que
chaque opération subséquente a l'opération initiale puisse étre
effectuée. Nous croyons que cette proposition, dans sa forme

actuelle, ne répond pas aux besoins des titulaires de contrats.

Sous l'angle macroéconomique, imposer une telle exigence a
'égard des CICV et des OPC causerait des retards dans
'exécution des opérations et entraverait ainsi l'efficacité et la
compétitivité des marchés financiers canadiens dont dépendent

ces produits, surtout en période de volatilité.

Et, aspect touchant plus directement les consommateurs, le fait
de devoir attendre que I'« Apercu du fonds » ait de nouveau été
envoyé au ftitulaire du CICV, en plus de causer du retard dans
les opérations, entrainerait la remise en double des documents,
restreindrait le choix des consommateurs, irait a I'encontre des
droits actuels des titulaires de contrats (qui précisent
généralement que toutes les opérations sont effectuées a la

valeur du jour ou a la valeur du lendemain), et empécherait que
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Service moins
rapide

Les titulaires de
contrats regoivent
déja des
renseignements
lors de la
souscription, et par
la suite.

Dans bien des cas,
I'envoi par courriel
ou par télécopie
n'est pas une
option viable.

les instructions données en vertu de lautorisation soient
exécutées efficacement. Les attentes du titulaire de contrat pour
ce qui est d'un service rapide et efficace seraient évidemment
degues, surtout s'il n'a aucun autre choix en la matiére.

Nous croyons que le systéme actuel satisfait a l'objectif
réglementaire qui consiste a faire en sorte que les titulaires de
CICV recoivent l'information pertinente avant de prendre des
décisions concernant leurs contrats. lls recoivent déja tous les
renseignements sur leurs droits au titre du contrat, y compris sur
les fonds offerts, au moment de l'opération initiale; en outre, ils
peuvent accéder, en tout temps, a de l'information sur toutes les
options de fonds en consultant les rapports annuels ou
semestriels ou les sites des sociétés, ou encore en s'adressant

a leur conseiller.

D'apres les propositions, il semble évident que la documentation
serait tout simplement envoyée par courriel ou par télécopie.
Cela n'est pas réaliste. Tous les titulaires de contrats n'ont pas
acces a ces technologies. En outre, nombre de consommateurs
et d'institutions financiéres ont de sérieuses craintes quant a
'aspect « sécurité » de ces modes de communication en raison
des problémes de protection des renseignements personnels et
du risque de fraude qui peuvent en découler. (Ce n'est pas
I'« Apercu du fonds » méme qui souléve des craintes en matiére
de sécurité, c'est le fait que l'intéressé soit identifié comme étant
un investisseur ou un investisseur éventuel.) Beaucoup de
sociétés n'envoient pas de documents par courriel ou par

télécopie pour ces raisons.
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L'industrie ne peut
appuyer dans leur
forme actuelle les
propositions
relatives aux
opérations
subséquentes.

Cependant,
d‘autres options
permettraient aux
clients de choisir
entre :

recevoir I'«x Apergu
du fonds » en
méme temps que la
confirmation de
I'opération,

ou

s'en remettre a
l'information
disponible sur le
site Web de la
sociéte, sauf en
cas de demande
expresse.

Etant donné que les propositions entraineraient du retard dans
l'exécution des opérations, des inconvénients pour Iles
consommateurs et une exposition éventuelle a la volatilité du
marché a cause dudit retard, et qu'elles vont a I'encontre des
droits contractuels des titulaires de CICV, nous ne pouvons les

appuyer dans leur forme actuelle.

Cela dit, nous croyons qu'il existe deux options viables
permettant a la fois de réaliser I'objectif du Forum conjoint et de
mieux servir nos clients. Les clients pourraient choisir entre les

options suivantes :

a) recevoir I'« Apercu du fonds » a l'occasion de
chaque opération subséquente dans un
nouveau fonds, en méme temps que la

confirmation de 'opération; ou

b) s'en remettre a l'information disponible sur le
site Web de la société, sans que d'autres
renseignements leur soient remis, sauf si une
demande expresse en ce sens est faite au

conseiller ou a I'assureur.
Ni lI'une ni l'autre de ces options ne retarderait I'opération, et

toutes deux respectent le choix et les droits contractuels dont

jouissent déja les titulaires de CICV.

VIl. RESPONSABILITE JURIDIQUE

La proposition voulant que les « Faits saillants » soient intégrés

par renvoi dans le CICV suscite une réelle inquiétude pour
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Il existe déja des
mesures pour
éviter les fausses
déclarations.

Avoir recours a un
résumé a la place
du contrat ou pour
l'interpréter
accroitrait la
responsabilité des
assureurs.

Le document
devrait renvoyer le
client au contrat
pour des
renseignements
complets.

l'industrie. Cette proposition repose apparemment sur l'idée qu'il
faille mettre en place un moyen d'éviter que des fausses
déclarations soient faites au client. Or, il existe déja un certain

nombre de mesures en ce sens.

Par exemple, l'assuré est en droit de faire annuler le contrat si
'assureur omet de preciser un fait important ou fait une
déclaration inexacte sur un tel fait (art. 185 des dispositions
uniformes des lois sur l'assurance vie); le surintendant peut
interdire & un assureur de continuer a offrir un CICV si la notice
explicative s'y rattachant renferme des renseignements
trompeurs, faux ou mensongers ou si des faits importants sont
dissimulés ou omis (paragr. 110(7) de la Loi sur les assurances
de I'Ontario), et le client peut poursuivre aussi bien l'assureur
que l'intermédiaire vie, et réclamer des dommages-intéréts pour
négligence, manquement au devoir de diligence ou au devoir de
fiduciaire, fraude, ou fausse déclaration relativement a un fait
important. Tous les recours juridiques disponibles (découlant de

la common law et des textes législatifs) figurent a I'Annexe B.

Le fait d'avoir recours a un bref résumé a la place du contrat, ou

pour compléter ou interpréter celui-ci, accroitrait la

responsabilité des assureurs. Les assureurs et les
consommateurs doivent étre en mesure de s'appuyer sur le
libellé précis et détaillé du contrat. Sinon, les consommateurs
feront face, en cas de litige, a des incertitudes quant au sens et
a l'effet du contrat. Les « Faits saillants » devraient donc plutét
renvoyer le client au contrat pour des renseignements complets,
comme le fait actuellement la notice explicative. Le titulaire de
contrat jouit ainsi d'une plus grande certitude et est nettement

mieux informé.
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L'industrie appuie
I'application du
droit d'annulation
du CICV lors de

I'opération initiale.

VIIl. DROIT D'ANNULATION

Le Cadre proposé prévoit accorder aux consommateurs un délai
de reflexion de deux jours; si le contrat est annulé au cours de
ce délai, le consommateur récupérera la moins élevée des
sommes suivantes : la somme qu'il a investie initialement, ou la
valeur des titres du CICV a la date a laquelle le contrat est
annulé. L'on propose d'appliquer ce droit a I'égard de l'opération

initiale, des opérations subséquentes et des échanges de fonds.

Il est important de situer cette proposition dans le contexte des
CICV, et de tenir compte des conséquences néfastes qu'elle
risque d'avoir pour le titulaire du CICV, notamment sur le plan

fiscal.

L'industrie appuie sans réticence aucune le principe d'un droit
d'annulation pour ce qui est du CICV lui-méme. Cela est
conforme avec le droit d'annulation déja offert a I'égard des
contrats d'assurances de personnes. Ce droit s'appliquerait
uniquement lors de l'opération initiale. (La décision de souscrire
un contrat ne devrait pas pouvoir étre remise en question du
seul fait du versement de nouvelles sommes ou d'un
changement d'option de placement, pouvant survenir des
années plus tard.) Si le client annulait son contrat, la somme
remboursée correspondrait a la moins élevée des sommes
suivantes : la somme versée a I'égard du CICV (c.-a-d. la prime)
ou la valeur au moment ou le remboursement est effectué par
lassureur. La facon de déterminer la valeur en cause serait

précisée dans le contrat.
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Les contrats
prévoient des
droits pour les
échanges de fonds.

Dans sa forme actuelle, le Cadre proposé pourrait avoir des
conséquences non voulues puisqu'il donne lieu a un risque
d'abus : la possibilité de se soustraire aux frais d'acquisition
différés. Le titulaire d'un contrat prévoyant de tels frais pourrait
en effet éviter de les payer en passant d'un fonds X a un fonds Y
et en exergant son droit d'annulation; il récupérerait ainsi son

argent sans que les frais en cause n'aient été appliqués.

En ce qui a trait aux échanges de fonds, soulignons que les
CICV donnent déja aux clients le droit d'effectuer de tels
échanges sans surcharge ni frais, en tout temps pendant la
durée du contrat. Le client peut donc revoir ses choix de
placement n'importe quand, et non pas seulement pendant un
délai de réflexion de deux jours comme ce qui est proposé. I
peut donc aisément remédier a un mauvais choix, ou
simplement revoir ses choix en réponse aux fluctuations du
marché, ou encore pour mieux refléter ses objectifs en matiére
de planification financieére. En outre, cette approche peut étre
plus avantageuse pour le client que le fait de toucher « la moins
élevée de deux sommes » en vertu du délai de réflexion
proposé. Les titulaires de CICV sont donc mieux servis par les

droits contractuels qui existent déja.

Pour ce qui est des opérations subséquentes mettant en cause
de nouvelles sommes, le délai de réflexion de 48 heures qui est
proposé introduirait un nouveau droit que ne prévoient pas les
contrats existants. Nous n'avons pas d'objection quant au
concept sous-tendant cette proposition, mais il faudrait
déterminer les mesures a prendre relativement aux contrats en
vigueur de sorte a éviter une iniquité entre les ftitulaires de

contrats existants et nouveaux.
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Il faut tenir compte
des effets de
I'annulation sur
I'imposition.

Soulignons en outre que le traitement fiscal des fonds distincts
difféere considérablement de celui des organismes de placement
collectif, et qu'une annulation ne supprimerait pas l'incidence
fiscale découlant du fait de détenir un CICV, méme pour une
période relativement courte. L'exercice du droit d'annulation par
un titulaire de CICV pourrait avoir, sur le plan de l'imposition, des
répercussions qui n'ont peut-étre pas été envisagées lors de

I'élaboration du Cadre proposé.

IX. PRESENTATION DU RFG

La principale raison pour laquelle I'on indique le RFG est de
montrer le colt, en bout de ligne, pour le consommateur, de
sorte que celui-ci puisse établir une comparaison entre diverses
options. Dans le cas d'un CICV, le RFG correspond aux frais de
gestion, aux frais d'exploitation et au colt de financement du

volet assurance du contrat.

En vertu du Cadre proposé, « I'Apercu du fonds » relatif a un
fonds offert au titre d'un CICV devrait présenter le « cout de
l'assurance » séparément du RFG. Cette proposition semble
fondée sur la perception que le « colt de l'assurance »
correspond a la différence entre le colt d'un OPC offert aux
investisseurs individuels et celui d'un fonds intégré (« wrap »).
Or cela n'est pas le cas. (Et méme si ¢a l'était, on voit mal
pourquoi les autorités de réglementation exigeraient d'une
industrie qu'elle fournisse, a des fins de comparaison, des

données sur les produits d'une autre industrie.)

Dans le contexte des CICV, lorsqu'un assureur vie place les

primes versées a I'égard du fonds distinct dans un fonds sous-
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Le fait de donner
séparément les
données
reviendrait a
dévoiler des
renseignements
exclusifs.

Au bout du compte,
c¢'est le MER qui
importe au
consommateur.

jacent — une caisse commune ou un QPC —, l'assureur paie le
prix de gros (ou prix réservé aux investisseurs institutionnels).
Le fait de préciser la portion du RFG du fonds distinct qui
correspond a l'assurance reviendrait a dévoiler un
renseignement commercial exclusif au sujet de la relation entre
l'assureur et le gestionnaire de fonds. Et, méme dans le cas des
fonds distincts gérés a l'interne, ou l'assureur vie ne place pas
les primes dans un fonds sous-jacent, communiquer le colt de
'lassurance serait aussi révéler de linformation exclusive

concernant les affaires et les pratiques actuarielles de I'assureur.

Du point de vue du consommateur, au bout du compte, c'est le
RFG qui importe; c'est cette donnée qui permet de comparer
entre eux les fonds offerts au titre d'un CICV, ou d'ailleurs de les

comparer avec des OPC.

L'« Apercu du fonds » devrait tout simplement indiquer le RFG.

Le document « Faits saillants » exige déja qu'une discussion ait
lieu au sujet des divers éléments offerts au titre du CICV (p. ex,,
les caractéristiques garanties), et qu'il soit précisé que des colts
se rattachent a ces éléments. Cette discussion devrait étre
d'ordre qualitatif, de sorte a éviter de dévoiler des

renseignements exclusifs.

X. CONCLUSIONS ET PROCHAINES ETAPES

Pour récapituler, l'industrie des assurances de personnes :

. collabore efficacement et depuis longtemps avec les

autorités de réglementation des assurances pour faire en
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sorte que ses clients recgoivent I'information dont ils ont
besoin lors de la souscription;

appuie l'objectif du Forum conjoint qui veut que les
consommateurs recgoivent de l'information pertinente sur
les produits qu'ils souscrivent;

appuie vivement les efforts du Forum conjoint et du
CCRRA visant a renforcer et a améliorer la
communication des renseignements déja fournis lors de
la souscription de CICV et a les rendre plus clairs;

appuie les efforts du Forum conjoint pour que les
renseignements fournis dans les divers secteurs sous
réglementation soient plus aisément comparables;
estime que la meilleure fagon d'atteindre I'objectif du
Forum conjoint est d'adopter une approche fondée sur
des principes pour ce qui est de la réglementation des
produits financiers. Cette approche est particulierement
efficace lorsque les produits en cause ne sont pas
identiques, et a en outre l'avantage de favoriser
I'efficacité du marché, ce qui profite aux consommateurs;
craint que, dans sa forme actuelle, le Cadre proposé n'ait
pour effet de restreindre le choix des consommateurs,
d'entrainer du retard dans I'exécution des opérations, et
de rendre plus attrayants les produits moins strictement
réglementés;

exhorte le Forum conjoint a faire en sorte que, quel que
soit le régime qui sera retenu en matiére de
communication de renseignements, ce dernier respecte
les droits actuels des titulaires de CICV:

estime que, pour que les titulaires de CICV éventuels

puissent prendre des décisions éclairées, ils doivent
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avoir en main des renseignements sur toutes les options
de placement offertes au titre du contrat en cause;

. estime que les propositions relatives aux opérations
subséquentes ne sont pas dans l'intérét des titulaires de
CICV; il en résulterait du retard dans les opérations, et la
remise en double de documents. En outre, ces
propositions ne tiennent pas compte des droits actuels
des titulaires de CICV. D'autres solutions devraient étre
envisagées;

. recommande que tous les documents d'information
abrégés renvoient les intéressés a leur contrat pour des
renseignements complets;

. recommande que le droit d'annulation s'applique au
niveau du contrat;

. recommande que le RFG soit indiqué aux titulaires de

contrats.

Nous croyons que de plus amples consultations aboutiront
comme il se doit a un régime qui permette d'améliorer la clarté
des renseignements fournis aux titulaires, actuels et éventuels,
de CICV, tout en respectant les droits et les intéréts de ces
titulaires de contrats. Le processus actuel, établi de longue date
dans l'industrie des assurances, repose sur une collaboration
constructive entre des experts de l'industrie sur la question et
ses aspects juridiques et les responsables de la réglementation
d'assurance. Nous recommandons vivement, comme prochaine
étape du processus, que l'on confie a ce groupe la charge de
mettre au point une approche reflétant a la fois l'objectif du
Forum conjoint et les réalités que sont celles des contrats et du
marché, et avec lesquelles les titulaires de CICV doivent

compaoser.
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APERCU DES FONDS

Marché monétaire (TNIM)

Marché monétaire canadien

Faible 1,31

1,71

RFG (en fin
Nom du fonds Catégorie IFSC Risque d'exercice | Rendement composé annuel
du fonds)
REPARTITION DE L'ACTIE tan  Sans Sans 10ans oPuissa
creation

Portefeuille prudent Equilibré canadien De faible & modéré 2,57 5,98 4,31 458] s.o. 5,74
Portefeuille confiant Equilibré canadien Modéré 2,94 11,38 0,20] 458t 6,27
Portefeuille dynamique Equilibré canadien De modéré a élevé 3,03 12,76 -3,10] 3,29 5,51

REVENU FIXE ET TITRES LIQUIDES Depuis sa
création

6,85

Titres a revenu fixe

Obligations canadiennes

Faible 2,38

4,05

5,48

S. O.

S. O.

5,59

Hypothéques (TNIM)

EQUILIBRE

Hypothéques canadiennes

Faible 2,36

4,83

5,79

4,80

5,74

8,38
Depuis sa

. . . - - - . __création
Revenu {TNIM) Equilibré canadien Faible 2,17 6,76 5,12 5,45 S. O, 7,92
Equilibré (Mackenzie) Equilibré canadien De faible & modéré 2,79 7,90 2,70 7,33 6,94
Croissance et revenu (AGF) Eguilibré canadien De faible & modéré 2,82 12,10 0,92 4,92 4,46
| |
Dividendes (TNIM) Dividendes canadiens De modéré a élevé 2,58 17,13 7,87 9,08 S. 0. 8,08
Indiciel d'actions (TNIM) Actions canadiennes a e

grande capitalisation De modéré a élevé 2,36 23,84 | -3,31 4,08 6,04 7,26

Croissance des actions (AGF)

CANADIEN SPECIALISE

Actions canadiennes a petite
capitalisation

Elevé 3,31

26,77

6,97
Depuis sa

création

Immobilier (TNIM) Immobilier De modéré a élevé 2,95 4,04 5,40 6,09 5,07 5,05
Ressources canadiennes (AGF) Ressources naturelles Elevé 3,31 40,77 19,99 | 17,00 S. 0. 4,73
Canadien Science et technologie (TNIM) |Science et technologie Elevé 3,10 25,00 | -24,04 | s.o. S. 0. -24,71

Ethique (TNIM)
ACTIONS ETRANGERES

Américain de croissance (AGF)

Spécialités/Divers

Actions américaines

De modéré a élevé

De modéré a élevé 2,93

1,00

-10,16

1,94
Depuis sa
création
-1,24

Actions internationales (Putnam)
ETRANGER SPECIALISE

Croissance asiatique (AGF)

Actions internationales

Actions d'Asie-Pacifique

De modéré a élevé 3,01

Elevé 3,43

3,94

12,08

-1,31

0,36

S. O.

5,07
Depuis sa

création

0,05

Actions européennes (Sceptre)

Actions européennes

Elevé 2,49

9,82

-5,80

S. O.

-1,47

ANNEXE A

Fonds distincts Assurisques

Voici les éléments de base que vous devriez connaitre avant de
souscrire une police de Fonds distincts Assurisques.

Lorsque vous souscrivez une police Assurisques, I'argent que vous
versez est placé dans les fonds distincts de votre choix. Le tableau
figurant en fin de document décrit brievement les fonds offerts.

Votre conseiller peut vous fournir davantage de détails sur ces
options de placement. Vous pouvez en outre demander, pour
chacun des fonds qui vous intéressent, une fiche de renseignements
qui vous donnera un apercu de ces fonds, ou accéder aux fiches en
ligne, a www.geanteassurance.com\fonds\info. Les renseignements
propres aux divers fonds sont mis a jour réguliérement.






FAITS SAILLANTS

En investissant dans des Fonds distincts Assurisques, vous combinez le potentiel de croissance des fonds de placement
avec:

une garantie qui protége votre investissement en cas de baisse des marchés;

une garantie en matiére de capital-décés;

une option de revalorisation de votre garantie, si votre placement prend de la valeur;
une protection contre les créanciers et des avantages fiscaux possibles.

La garantie en cas de décés joue immédiatement, mais vous devez conserver la police pendant au moins 10 ans avant de pouvoir bénéficier de certains
autres avantages. Vous devez donc considérer ce produit comme un placement a long terme.

Ces avaniages vous sont offerts movennant des frals Passurance amnuels, ot donc des frals de gestion (RFG) plus dlevés.

Vous pouvez choisir parmi les 20 fonds distincts figurant en fin de document. Votre conseiller vous aidera a choisir

ceux qui vous conviennent,

Vous pouvez changer de fonds a tout moment, mais sachez que :

e cela pourrait entrainer une modification de vos garanties;

e vous pourriez, au moment ol vous changez de fonds, devoir payer des frais d’acquisition.

Vous trouverez I'nformation voulue sur chaque fonds dans le tableau Apergu des fonds (fin de document), ce qui vous aidera & comparer les différents fonds du point de
vue des risques, des colts et du rendement antérieur.

Des options différentes peuvent se rattacher aux divers fonds.

Garantie
{en % du montant verse, au decés)

Garantie

(en % du montant verse, si vous conservez
|a police pendant au moins 10 ans)

Vous pouvez retirer une partie ou la totalité de votre argent a tout moment, en sachant :

e qu'il est possible que des frais d’acquisition ou des frais de retrait s’appliquent;

o que les retraits ont pour effet de réduire e montant que vous obtenez aux termes de la garantie.

Vous pouvez annuler votre police en envoyant un avis écrit a La Géante Assurance dans les deux jours ouvrables suivant la signature de la proposition.
o Vous recouvrerez le montant que vous avez investi ou moins si la valeur de vos placements a baissé.
¢ On vous remboursera aussi tous les frais d’acquisition que vous aurez payés.

Vous pourriez avoir & payer des frais d’acquisition. Le tableau qui suit donne un apergu de vos options. Demandez & votre conseiller de vous expliquer le
pour et le contre de chaque option. Votre conseiller peut aussi vous parler des autres options de frais d’acquisition disponibles sur des fonds semblables.

Vos options de frais

d acquisition
{v Choisissez une option)

O Frais d’acquisition initiaux

(En %)
Entre 0 % et 4 % au moment
de l'achat

Ce que vous
payer

(En'$)
Entre 0 $ et 40 $ sur chaque
tranche de 1000 $ achetée

.

Ce que vous devez egalement savoir

Les frais dacquisition initiaux sont dédtits du montant acheté, ce qui signifie qu’une somme moins
importante est investie dans le fonds.

Demandez a votre conseiller de vous informer des frais d'acquisition & payer sur fe montant
acheté.

[ Frais d'acquisition différés

Si vous vendez dans les délais
suivants :

moins de 1 an 8,0%
moinsde2ans  50%
moins de 3ans 40%
moinsdedans  30%
moinsde5ans 20%
moins de 6 ans 1,0%

6 ans ou plus aucuns

Entre 0 § et 60 $ sur chaque
tranche de 1 000 $ vendue

{f s'agit dun tarf fixe.

Les frais dacquisition différés sont déduits du montant vendu, ce qui signifie que vous récupérez
une somme moins importante a la vente.

Vous pouvez vendre jusqu'a x % de vos parts chaqgue année sans que ces frais ne s'appliquent.

Garantie totale 100 % 100 %
Garantie combinée 75 % 100 %
Garantie de base 75% 75 %

L.a garantie 3 100 % codtte plus cher que la garantie 3 75 %. Le colit de Fassurance vient s'siouter aux frals de gestion du
fonds. Clest ce fotal (RFG) gue vous devez paver chague annde. Se reporter au tableau Apercu des fonds powr connaifie le
coiit de chacun des fonds.

[y a certains fonds plus risqués, pour lesquels on ne peut obienir la garantie totale.

Sivous conservez la police pendant 10 ans ou si vous décédez, vous ou vos bénéficiaires recevrez, du montant garanti ou de la valeur marchande de votre
investissement, le montant le plus élevé. Cela signifie que, si le marché a baissé, vous ou vos bénéficiaires recevrez 75 % ou 100 % du montant que vous
aurez versé (selon la garantie choisie), moins les frais ou les retraits que vous aurez effectués.

Les garanties totale et combinée vous permettent de réinitialiser [e montant de vos garanties en fonction du gain, lorsque votre placement a pris de la valeur.
Certaines restrictions s'appliquent.

Cette police prévoit le versement d'une rente a ['‘échéance, & moins que vous n'en décidiez autrement.

Vous pouvez choisir des bénéficiaires qui hériteront du capital-déces garanti. Demandez des précisions & votre conseiller.

¢ Le conseiller touche normalement une commission lorsque vous souscrivez la police et allouez des primes a un fonds.
[l touche également sur une base continue une commission tant que vous détenez le fonds. Cette commission est appelée « commission de suivi ».
* Les taux de commission dépendent de I'option que vous retenez pour les frais d’acquisition. Votre conseiller peut vous informer des taux de
commission associés a ce fonds et établir une comparaison avec des fonds semblables.
o Lasociété de gestion de fonds verse les commissions & I'entreprise pour laquelle votre conseiller travaille. Cette entreprise remet a votre conseiller
une partie ou la totalité des commissions.
¢ |les commissions constituent une partie des dépenses annuelles du fonds.

Pour de plus amples renseignements sur ce fonds distinct et sur votre contrat d'assurance, adressez-vous a votre conseiller ou contactez :

LA GEANTE
ASSURANCE

La Géante Assurance

100, rue Quelconque, Nimportou NB T5J 3G8
Téléphone : (780) 555-1212

Sans frais : 1 800 GEANTEA

Courriel : Assurisques @ geanteassurance.com
Site Web : www.geanteassurance.com






Anncxc B
Recours judiciaires en cas de fausse déclaration de la part d'un assureur

Le consommateur aurait a sa disposition tous les recours prévus par les lois provinciales
sur les assurances et la common law. Les recours aux termes de la common law
comprennent la possibilité¢ d'intenter une poursuite en dommages-intéréts pour rupture de
contrat, négligence, manquement au devoir de prudence ou au devoir de fiduciaire,
fraude, ou fausse déclaration importante. Le consommateur peut également demander
l'annulation du contrat ou réclamer des dommages-intéréts punitifs. Il peut, en vertu des
principes du droit en matiére de mandat, réclamer des dommages-intéréts en raison de la
conduite de l'intermédiaire, auquel cas l'intcrmédiaire, 1'assurcur ou les deux peuvent étre
tenus responsables. S'ils sont nombreux a étre touchés par un probléme commun, des
consommatcurs pcuvent intenter unc poursuite collective. Enfin, les consommateurs
peuvent demander l'assistance du SCAPC, le service de conciliation de l'industrie.

Par le passé, lorsqu'une fausse déclaration avait été établie, I'assureur en cause concluait
en général une entente prévoyant le versement de sommes plus €levées et un processus
d'examen du cas.

Les autorités de réglementation ont le pouvoir ultime de retirer & un assureur son permis
d'assurance, ou de lui interdire de continuer d'offrir e produit ayant fait I'objct dc la
fausse déclaration. Les autorités peuvent également retirer & un intermédiaire son permis
ou restreindre son droit d'exercer.

Les dispositions uniformes des lois sur l'assurance vic (art. 185 dc la loi ontaricnnc)
stipulent que I’assuré peut annuler le contrat si I’assureur omet d'énoncer un fait essentiel
a 1’assurancc ou fait unc d¢claration incxacte portant sur un tel fait. Toutcfois, hormis cn
cas de fraude, le contrat n’est pas annulable du fait de cette omission ou de cette
déclaration inexacte si le contrat a ét¢ en vigueur pendant deux ans.

Dispositions de la Loi sur les assurances de 1'Ontario

Dispositions applicables spéeifiquement aux CICV

Le paragraphe 110 (7) de la Loi précise que lorsqu’il semble au surintendant : a) soit que
le dossier de renseignements ou un autre document que 1’assureur a déposé aupres du
surintendant rclativement a un contrat a prestations variables : (i) ou bien n’cst pas
conforme, de fagon importante, aux exigences de la Loi ou des réglements, (ii) ou bien
contient une promesse, une estimation, une illustration ou des prévisions qui sont
trompeuses, fausses ou mensongéres, (ii1) ou bien dissimule ou omet d’énoncer un fait
substantiel nécessaire pour enlever tout caractére trompeur & une déclaration qu’il
renferme, a la lumiére des circonstances qui prévalaient au moment de la faire; b) soit que
la situation financicre de 1’assurcur ou secs méthodes de fonctionnement relatives a
I’émission de ses contrats a prestations variables n’assureront pas une protection adéquate





aux souscripteurs ¢ventucls de ces contrats en Ontario, Ie surintendant peut interdire a
I’assureur de continuer a émettre de tels contrats en Ontario.

Dispositions générales

L'article 441 de la Loi donne au surintendant le pouvoir, en se fondant sur un examen ou
une enquéte, de faire rapport et, sur avis, d'ordonner a une personne de cesser et de
s'abstenir de commettre tout acte ou de suivre toute ligne de conduite constituant un acte
ou une pratique malhonnétes ou mensongers, de cesser de se livrer a des opérations
d'assurance, ou de prendre les mesure qui, de I'avis du surintendant, s'imposent afin de
remédicr a la situation.

Si, de I’avis du surintcndant, tout retard dans la délivrance dc 1’ordonnance permancnte
risque de porter atteinte ou de nuire a I’intérét public, le surintendant peut, sans avis
préalable, rendre une ordonnance provisoire prenant effet immédiatement.

L'article 439 de la Loi stipule que nul ne doit se livrer a des actes ou a des pratiques
malhonnétes ou mensongers.

Le paragraphe 447 b) de la Loi précise que le défaut de se conformer aux exigences de la
Loi, ou aux ordonnances rendues ou directives données aux termes de cette derniére,
constitue une infraction. La personne reconnue coupable est passible d’une amende d’au
plus 100 000 $ a la premiére déclaration de culpabilité et d’au plus 200 000 §$ & chacune
des déclarations subséquentes.

Loi sur les valeurs mobilieres de 1'Ontario

Sclon I'alinéa 122 (1)b) de la Loi, est coupable d’une infraction ct passible, sur
déclaration de culpabilité, d’une amende d’au plus 5 millions de dollars et d’un
emprisonnement d’au plus cing ans moins un jour, ou d’une seule de ces peines, toute
personne qui, notamment dans une demande ou dans un prospectus provisoire, fait une
déclaration qui, sur un aspect important, est trompeuse ou erronée.
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CLHIA members
account for 99% of
life and health
insurance in force

4 million Canadians
hold IVICs

$70 billion invested in
segregated funds

INTRODUCTION

The Canadian Life and Health Insurance Association (CLHIA) is
pleased to provide input to the consultation paper released by
the Joint Forum of Financial Market Regulators, "Proposed
framework 81-406: Point of sale disclosure for mutual funds and

segregated funds".

Established in 1894, CLHIA is a voluntary trade association that
represents the collective interests of its member life and health
insurers. Our members account for 99 per cent of the life and
health insurance in force in Canada and contribute to the
financial well-being of millions of Canadians by providing a wide
range of financial security products. In particular, four million
Canadians hold Individual Variable Insurance Contracts (IVICs).
Assets held in these contracts were over $105 billion at the end
of 2006. Of that, almost $70 billion were held in segregated fund
assets, the area relevant to the Proposed Framework.

In this submission, we provide General Observations on the
Proposed Framework in Section I. Section Il and Section Il
provide important contextual information for our more specific
comments, first by providing an overview of the regulatory
regime that protects our policyholders in Section II, and then by
providing information about the consumer experience in applying
for an Individual Variable Insurance Contract (IVIC) and
managing that contract in Section Ill. Section IV explores the
advantages of pursuing a principle-based regulatory approach to
realizing the Joint Forum's vision. Sections V through IX look at
some of the specifics in the Proposed Framework -- those
proposals relative to initial transactions in Section V, proposals





Point-of-sale
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relative to subsequent transactions in Section VI, legal liability
issues inherent in incorporating the Key Facts into the contract
by reference in Section VII, rescission right proposals in Section
VIIl, and MER presentation in Section IX. Finally, Section X

presents conclusions and suggested next steps.

|. GENERAL OBSERVATIONS

The consultation paper identifies the Joint Forum's vision as
"providing investors with meaningful information when they need
it most -- before they make their decision to buy a fund".
Further, it notes that such information should be provided in a

simple, accessible and comparable format.

The insurance industry is a strong proponent of providing
meaningful disclosure to the consumer at point-of-sale. That is
the cornerstone of our current practices. Indeed, almost all of
the information anticipated in the Proposed Framework is
currently provided to our customers at or before point-of-sale.
As an industry, we have long been committed to working with
one of the Joint Forum's partners, the Canadian Council of
Insurance Regulators (CCIR), to explore ways in which to

continuously improve this disclosure regime.

We commend the CCIR and the Joint Forum for their efforts and

dedication to this important project.

We very much support the objective of providing simpler, more
meaningful information to the consumer. We agree, too, that a
format that lends itself, where possible, to easy comparisons is

desirable.





Current proposals
could adversely
affect customer
service ...

...be cumbersome

...lead to decreased
consumer choice

...and interfere with
existing policyholder
rights

Principles-based
regulation is a better
option

However, we are concerned that, as currently structured, the
Proposed Framework presents obstacles to efficient and

effective customer service, for several reasons:

i) it tends to treat all consumers as a single class when, in
fact, levels of sophistication, degree of self-direction
and desire for choice vary significantly; whatever
framework is ultimately decided upon needs to be
sufficiently flexible to recognize different information

needs;

i) it is unnecessarily cumbersome, requiring advisors to
carry with them hundreds of disclosure documents
which, in turn, may well result in decreased consumer
choice (e.g., advisors will only offer a few options) or

migration to less regulated products;

iii) with respect to subsequent transactions, it interferes
with the contractual rights that four million Canadian
IVIC policyholders already have.

Finally the Proposed Framework is unnecessarily prescriptive. A
true principles-based regulatory approach would be preferable

and better lend itself to achieving cross-sector goals.

As we outline our concerns and suggest possible alternative
approaches for the Joint Forum's considerations, we will use, as
our primary touchstone, the best interests of IVIC policyholders

and prospective policyholders.
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Il. CONSUMER PROTECTION FRAMEWORK: THE
REGULATION OF IVICs

The existing system of prudential and marketplace regulation,
including point-of-sale disclosure, has proved extremely effective
in providing IVIC policyholders with a high level of consumer
protection. This is borne out by strong industry standards and
the scarcity of consumer complaints. Indeed, the regulatory
system for the Canadian life insurance industry is widely viewed

as an international model of excellence.

Unlike a mutual fund where consumers may own actual units or
shares of the fund, a consumer cannot buy units of a segregated
fund directly. Rather, a policyholder enters into a contract called
an Individual Variable Insurance Contract (IVIC) with a life
insurance company. The IVIC grants the policyholder the ability
to choose among a variety of investment options within the
contract, including segregated funds and fixed-income options
similar to Guaranteed Investment Certificates. All assets of each
segregated fund are actually owned by the insurance company,
which guarantees values to consumers under such contract,
based on the values of the segregated funds selected by each
policyholder, and subject to several contractual guarantees.

IVICs can be issued only by life insurance companies. Canadian
life insurance companies include some of the largest and best-
respected financial services companies in the country. They

manage $800 billion world-wide.

One of the most significant differences between the regulation

of insurance and securities is that responsibility for insurance
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distribution rests with the manufacturers, the life insurance
companies, who are subject to both prudential and marketplace
regulation. In the mutual fund industry, responsibility lies at the
distribution level rather than the manufacturer level, hence
leading to the need for additional regulatory focus at the dealer

level.

IVIC policyholders benefit from a number of contractual rights

and product features including:

e A guarantee to return at least 75% (and often 100%) of
the policyholder's contributions on maturity and usually on
death;

e In many cases, a right to increase the level of guarantees
based on the current market value of each segregated
fund (i.e., a "reset");

e The right to convert the assets within the IVIC into a life or

term certain payout annuity;

e The right to switch between segregated fund options

within the contract at no cost.

Currently, every policyholder receives full information about all of
their rights and obligations prior to signing the application.
Disclosure about the IVIC and its segregated fund and fixed-
income options is provided in an Information Folder and
Summary Fact Statement (sometimes called "Fund Highlights"
or "Fund Fact Sheets and Financial Highlights") which must be

provided before or at the point-of-sale. These documents
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include substantially all of the information included in the Joint
Forum's proposed Fund Facts for all of the funds within the IVIC.
Insurance companies require that policyholders acknowledge

receipt of this point-of-sale disclosure material by signature.

Every IVIC is subject to ongoing capital requirements in
accordance with the professional standards of the Canadian
Institute of Actuaries and supervision by the federal Office of the
Superintendent of Financial Institutions, the Autorité des

marchés financiers or a provincial counterpart.

Provincial insurance legislation recognizes protection from
creditors for non-registered and registered life insurance and
annuity products, including IVICs. As such, IVIC policyholders
can plan for their future welfare with reasonable assurances,
within certain parameters, that those funds cannot be attached

by creditors.

In addition, the policyholder's guarantees within the IVIC are
protected by Assuris (the Canadian Life and Health Insurance
Compensation Corporation, formerly known as "CompCorp") in

the event of insolvency of the issuing company.

In the event of a consumer complaint, each insurer has a well-
defined complaint resolution service, including a designated
Ombudsman. As well, at an industry level, the consumer has
access to the Canadian Life and Health Insurance

Ombudservice.
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.  THE CONSUMER'S BUYING EXPERIENCE AND
EXPECTATIONS

IVICs are sold only by provincially-regulated life insurance
agents who are required to meet entrance proficiency standards
and, in most provinces, ongoing Continuing Education and
Errors & Omissions Insurance requirements. The initial meeting
between advisor and consumer is usually conducted on a face-
to-face basis. The advisor generally works through a "needs
analysis" and "asset allocation" questionnaire with the consumer
to determine financial assets, goals and obligations and, with
respect to investment choices, their attitude to risk, investment
knowledge, investment horizon and investment objectives. The
advisor then uses this information to develop recommendations
from the investment choices within an IVIC (e.g., guaranteed
investment options, segregated funds which may include access
to equities, bonds, international portfolios etc.). Some advisors
work with a single company and can offer the choices offered
within a single IVIC. Others are brokers who represent multiple
companies and can offer a range of IVICs with multiple choices

within each.

At point of sale, the advisor also provides the prospective clients
with information about themselves and how they do business.
This includes information about the companies they represent,

how they are paid and any conflicts of interest.

As noted previously, IVIC policyholders receive full information
about the range of options within the IVIC at or before the time
that they apply for the policy. They have access to ongoing
disclosure not only about the funds they have chosen but,
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indeed, about all of the options within that IVIC, in a number of
ways: annual statements and semi-annual statements which are
available on request, company websites which provide up-to-
date information, and through their advisor. As well, insurers
mail to existing policyholders the Summary Fact Statement for

any new investment options that are added to the IVIC.

Subsequent transactions (other than pre-authorized monthly
premiums) may be done in person, but are more often carried
out by telephone or mail. For instance, a policyholder may
simply call the advisor to exercise their contractual right to switch
between investment options. There is no charge for this, and
the switch is carried out without delay, usually on a same-day
basis. Or a policyholder may mail a cheque to the advisor (or
directly to the company), with instructions that it be applied to a
certain fund within their IVIC. Again, these are generally

transacted on a same-day basis when received.

To facilitate the ease and speed of subsequent transactions,
many policyholders sign a Limited Trading Authorization (LTA)
that enables the advisor to instruct the insurer to process new
premiums, switches and resets of contractual guarantees
reflecting current market values, based on telephone instructions
from the policyholder. The purpose of the LTA, from the client's
perspective, is to expedite the process and eliminate

unnecessary paperwork.

Our experience has shown IVIC policyholders and prospective
policyholders are looking for an informed advisor, a range of
investment products and good information about their policy and

its options. They also expect prompt service, convenience and
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accessibility in the management of their contract, in the medium

of their choice.

IV.  REALIZING THE JOINT FORUM VISION THROUGH
PRINCIPLES-BASED REGULATION

We would strongly urge the Joint Forum to embrace a principles-
based regulatory approach. In recent years, Canadian life and
health insurance regulators, consistent with many financial
services regulators around the world, have increasingly, moved
towards principles-based regulation. Under such an approach,
regulators set expected outcomes and the industry determines
how to efficiently and effectively meet those outcomes.
Consumers benefit from those efficiencies, and from an industry
that has the flexibility to be innovative and responsive to
changing marketplace needs. From the regulators’ perspective,
principles-based regulation provides the ability to set high-level
principles that are applicable across dissimilar industries and
products. Where the products are not identical, principles-based

regulation is a particularly valuable tool.

Examples of effective principles-based insurance regulation
abound, from the Supervisory Framework of the Office of the
Superintendent of Financial Institutions (OSFI) to agent
screening and suitability principles established by the Financial
Services Commission of Ontario. In discussing principles-based
regulation, OSFI Superintendent Julie Dickson has stated, "We
are not in the business of telling financial institutions how to run

their operations”.
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A spokesperson for the United Kingdom's Financial Services
Authority recently spoke of the importance of principles-based
regulation, noting that "It is the FSA's belief that legislators need
to keep a clear focus on ultimate outcomes and key principles
not only because regulators are keen to maintain some flexibility
but because there is a real danger in detailed regulations being
quickly overtaken by market events thus reducing the ability of
the European markets to be as innovative and competitive as

they can be."

The industry believes that the best way to deliver on the Joint
Forum's vision is through a principles-based approach. The
stated vision -- meaningful information for consumers -- is an
excellent example of a principles-based model. Further, it could
set out basic parameters of what should be included in such
information. It would then be up to the industries to develop and
deliver documents in a way that is both efficient and reflective of

the needs and desires of their customers.

Excessive prescriptiveness about the documents (wording, font
size, binding, etc.) and how they are delivered is indicative of a
rules-based regime rather than a principles-based approach. As
we will note later, such an approach can not only lead to delays
in customer transactions but can limit the industry’s flexibility,

innovation and ability to respond to changing consumer needs.

V. INITIAL TRANSACTIONS

Under the Proposed Framework, two documents would be

provided to prospective IVIC policyholders at or before the point-

10
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of-sale:

(1) a Key Facts document which provides a brief

description of the IVIC contract; and

(2) a Fund Facts document for each fund that is
selected within the IVIC.

The consultation paper further states that the proposed
framework would not permit Fund Facts to be consolidated for

presentation to consumers.

The industry's current regime already supports delivery of
disclosure materials before or at point-of-sale. As such, the

delivery itself does not present any issues.

Further, we support the application of a broadly similar standard

to competing products and services.

The industry also supports the content of the Key Facts
document describing the IVIC contract. This is, essentially, a
reworking of the "Executive Summaries” included in the
Information Folders that policyholders receive currently. The

approach and content is clear and consumer-friendly.

Our concerns centre on what is being delivered.

The Proposed Framework would require that a Fund Fact be
delivered only for the fund(s) selected by the consumer.
Unfortunately, this does not give the whole picture to the
prospective IVIC policyholder. It falls short in two important

ways. One, the consumer is entering into an IVIC contract which

11
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typically gives them access -- both at time of entering into the
contract and at any time in the future -- to a range of segregated
fund and fixed-income options. To restrict such disclosure to a
single option is misleading for the consumer. Two, if the Joint

Forum's vision is that consumers receive information before their

decision to buy, it follows that, certainly in the case of an IVIC,
they need information about the complete range of options
available to them, rather than simply receiving the Fund Facts

about the fund they have selected.

Quite aside from this fundamental concern, there are many
practical concerns. Initial transactions for an IVIC contract are
almost always done on a face-to-face basis, frequently across
the kitchen table. In some cases, especially for those servicing
consumers in rural Canada, advisors will travel long distances
for these meetings. As such, advisors would need to carry with
them a large and comprehensive supply of Fund Facts. As
currently proposed, an advisor would have to provide a separate
Fund Facts document for each fund offered and for each
variation of that fund. For instance, an advisor with access to a
single IVIC product containing 20 funds, offering three different
classes and three different guarantee options for each fund,
would have to carry 180 Fund Facts. For a broker representing
several insurance companies, those numbers grow

exponentially. This is clearly impracticable.

The likely outcome would be that, for the sake of simplicity and
managing the paper volume, an advisor may elect to
recommend only a few options within an IVIC. In practice,
selection for the consumer would decrease, and the insurer and

advisor may face increased liability if the consumer were not

12
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advised of the full range of options within the IVIC.

If the regulatory system becomes too complex, advisors and
consumers will look for products that are easier to purchase.
For instance, principal-protected notes do not have such
disclosure requirements. Consumers may even find it easier to
buy stocks, which do not offer the built-in risk diversification of
segregated funds and mutual funds, nor the safety-net features
of an IVIC.

As currently presented, the Proposed Framework for Fund Facts
simply does not meet the best interests of IVIC policyholders. It
would require insurers to provide less information than is
currently made available to our customers which would mean
incomplete disclosure and would likely lead to decreased

policyholder choice.

The industry sees two possible alternate approaches, consistent
with the vision of the Joint Forum, which better meet the best
interests of IVIC policyholders and which do not create new

liability for insurers.

The first approach would be to combine the Key Facts and the
key information of Fund Facts for all of the fund options within
the IVIC contract into a single document. An example of how

this might be done is provided under Annex A.

From the policyholders' perspective, this has several
advantages. They would receive "meaningful information

...before they make their decision to buy a fund" consistent with

13
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the Joint Forum vision. The information they would receive
would be complete and cover the full range of fund options
within their IVIC. Further, that information would be provided in

a simple, accessible and easily comparable format.

This approach could be combined with delivery of Fund Facts
sheets for the specific funds chosen with the trade confirmation.

A second approach would be to simply bind together Fund Facts
for all options available within an IVIC into one document. This
ensures that policyholders receive information about all relevant
options before making a buying decision. The downside is that

policyholders would receive a bulky document.

Although the industry has no objection to this approach, it is not
clear if this moves the yardstick, as it were, in any appreciable
way, for IVIC policyholders, as they already receive this
information under the existing point-of-sale standards. In our
view, the current consultation provides an excellent opportunity
to consider various alternatives, and the first alternative set out

above would be more meaningful for our customers.

With respect to the content of the Fund Facts, we have no
objection to establishing basic parameters for content, but
caution against being overly prescriptive in terms of wording,
font size, what cannot be included and even length. For
instance, if a consolidated Key Facts/Fund Funds document were
to be used, this would need at least four pages, as shown in
Annex A. As another example, the Fund Facts model has

apparently been developed with a Canadian equity fund in mind.
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There may be different information that would be relevant if the
investment option were related to bonds or international equity.
As well, companies should have the flexibility to add key
information if it is germane to the investment option or their
customers' needs. As an example, consumers who participated
in focus groups conducted by the Investment Funds Institute of
Canada (IFIC) in August identified areas they would like to

see added (e.g., benchmarks, fund objectives).

Further, if the concept of individual Fund Facts is retained, it
would be desirable to simplify them so that multiple options for
an individual fund (different guarantee options and/or classes)

could be indicated on a single Fund Fact.

VI. SUBSEQUENT TRANSACTIONS

The Proposed Framework introduces a requirement that
policyholders must receive new Fund Facts before subsequent
transactions can proceed. In our view, this proposal, as it

currently stands, does not meet policyholders' needs.

At a macro-economic level, imposing such a requirement on
IVICs and mutual funds reduces the efficiency and
competitiveness of Canada's underlying capital markets --
particularly during periods of market volatility -- by delaying
trading activities.

At the more immediate consumer level, not allowing the
transaction to proceed until the Fund Facts has been re-sent to
the policyholder not only delays trades, it duplicates material

15
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already received, takes away consumer choice, is inconsistent
with existing policyholder rights which usually set out that same-
day or next-day valuation rights will apply to all transactions, and
limits the effectiveness of policyholder instructions provided in a
Limited Trading Authorization. The policyholder's expectation of
timely and efficient service would certainly be frustrated,
especially if they are not provided any choice in the matter.

We believe that the current system already meets the regulatory
objective of ensuring that IVIC policyholders receive meaningful
disclosure before making decisions relating to their contracts.
IVIC policyholders receive full disclosure about all contractual
rights within the contract, including information about the funds
available, when they first enter into the contract. They also have
access to ongoing disclosure about all fund options, through
annual and semi-annual statement, company websites and their

advisors.

The proposals appear to assume that delivery would simply
occur by email or FAX. This is unrealistic. Not all policyholders
have immediate access to email or FAX. Further, many
consumers and financial institutions have significant security
concerns with such channels related to privacy, information
security or fraud. (It is not the Fund Facts document itself that
gives rise to these security concerns, but the fact that an
individual is identified as an investor or potential investor.) Many
companies will not, in fact, email or FAX documents to

consumers because of these concerns.
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Industry unable to
support current
proposals for
subsequent
transactions

Viable

alternatives
would allow
consumer to
choose to...

receive Fund
Facts with trade
confirmation

..or...

rely on company
website, unless
specific request
is made

Given the transaction delays that the proposals would entail, the
resulting consumer inconvenience and potential exposure to
market volatility incurred by such delays, and the inconsistency
with current policyholder contractual rights, we cannot support
the proposals for subsequent transactions as they currently

stand.

Instead, we believe that two viable options exist that meet the
Joint Forum’s vision while better serving our customers. These

options would involve consumer choice to either:

a) receive the Fund Facts document for every
subsequent transaction to a new fund with the

trade confirmation; or

b) rely on information available on the company's
website and receive no additional information,
unless a specific request is made of the advisor or

the insurer.

In neither case would the transaction be delayed. Both options
respect consumer choice and the contractual rights that IVIC

policyholders already have.

VII. LEGAL LIABILITY

The industry has a fundamental concern with the proposal that
the Key Facts be incorporated into the IVIC contract by

reference. This appears to be based on the rationale that a
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Remedies for
misrepresentation
already exist

Using summary to
replace or interpret
contract increases
insurer liability

Consumer should
be referred to
contract for full
information

remedy for misrepresentation to the client needs to be

introduced. In fact, a number of such remedies already exist.

For instance, the contract is voidable by the insured where an
insurer fails to disclose or misrepresents a material fact (Uniform
Life Insurance Act, section 185); the Superintendent may
prohibit an insurer from continuing to issue an IVIC where the
Information Folder contains misleading, false or deceptive facts
or conceals or omits any material fact (Ontario Insurance Act,
subsection 110(7)), and the client may sue both the insurance
company and the life insurance agent for damages resulting
from negligence, breach of duty of care, breach of fiduciary duty,
fraud and material misrepresentation. The full range of existing
legal remedies (both common law and statutory) are set out in
Annex B.

Requiring that a brief summary be used to replace, supplement
or interpret the contract increases insurers' liability. Insurers and
consumers must be able to rely on the precise and detailed
contract wording. Absent this, consumers will similarly be
exposed to uncertainty should a disagreement lead to litigation
of a contract's meaning and effect. Rather, the Key Facts
document should refer the client to the contract for full
information, just as the Information Folder does now. This
provides the policyholder with certainty and considerably more

information.

VIIl. RESCISSION RIGHTS

The proposed framework suggests that consumers should have

a two-day cooling-off right, whereby they would receive back the
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Industry supports
rescission right for
IVIC contract at the
initial transaction

lesser of the amount of their original premium paid into the IVIC
or the value of the IVIC on the day they exercised this right. Itis
proposed that the right apply to initial purchases, subsequent

purchases and switches.

In considering this proposal, it is important to bear in mind the
context of the IVIC contract, and to also consider taxation or
other unfavourable consequences it could have on the

policyholder.

The industry can certainly support a rescission right for the IVIC
contract itself. This is consistent with the notion of rescission
rights that currently exist for life and health insurance policies. It
would apply at the initial transaction only. (The decision to enter
into the contract should not be reopened just because of new
money coming in or a switch between investment options,
potentially years later). If the client rescinded the contract, the
amount refunded would be the lesser of the amount paid into the
IVIC (i.e., the premium) or the value at the time the insurer
processes the refund. The basis for valuation would be set out

in the contract.

As currently structured, the Proposed Framework could have
unintended consequences, by introducing an opportunity for
abuse through the avoidance of deferred sales charge (DSC)
fees. A policyholder in a DSC investment could switch from
Fund X to Fund Y, exercise a cooling-off right and receive their
money without the appropriate fees being applied.

With respect to switches, we would note that IVIC contracts

already provide clients with the right to make penalty- and fee-
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Contract provides
rights for switches

Tax effects of
rescission must be
considered

free switches at any time during the term of the contract. Thus,
a client may revisit any investment decision at any time and not
just during the two-day cooling off period that is proposed. This
provides the client with a highly effective remedy for errors in
choices of fund options -- or simply adjusting the segregated
fund choices to reflect changing market conditions or financial
planning objectives. What is more, it is a remedy that may be
more advantageous to the client than the "lesser of" cooling off
right that is proposed. As such, IVIC policyholders are better
served through existing contractual rights.

With respect to subsequent transactions involving new money,
the proposed 48-hour cooling off period would introduce a new
right not reflected in current contracts. While we are not
opposed conceptually to this proposal, further consideration
would be needed as to how existing contracts would be handled
SO as not to create inequities between existing and new

policyholders.

We would also point out that the tax treatment of segregated
funds differs significantly from that of mutual funds, and
rescission would not reverse the tax effects of holding an IVIC,
even for a relatively short period. There could be potential tax
consequences to IVIC policyholders as a result of exercising a
rescission right, which may not have been contemplated in the

development of the Proposed Framework.

IX. MER PRESENTATION

The fundamental reason for showing the MER is to show the

end cost to the consumer so that they can compare one option
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Breakout would
require disclosure
of proprietary
information

Bottom-line cost
to consumer is
MER

to another. In the case of an IVIC, the MER is made up of
management fees, operations costs and the costs of funding the

insurance features within the contract.

Under the Proposed Framework, the Fund Facts for a
segregated fund option within an IVIC contract would require a
breakdown between MER and "insurance costs". The rationale
for this appears to be a perception that the "insurance costs"
represent the difference between a retail mutual fund and a
"wrapped" fund. That is not, in fact, the case. (And even if it
were, it is unclear why regulators would require one industry to
provide comparative information about another industry's

products.)

For IVICs where the life insurance company has invested
premiums allocated to a segregated fund in an underlying
pooled fund or mutual fund, the insurance company purchases
the funds at wholesale (or "institutional) prices. Disclosure of
the cost of the insurance portion of the segregated fund MER,
therefore, would reveal proprietary information about the
business relationship between the insurer and the fund
manager. For internally managed segregated funds where a life
insurance company has not invested premiums in underlying
pooled funds or mutual funds, disclosure of the insurance costs
reveals proprietary information about the insurer's business and

actuarial practices.

From the consumers' perspective, it is important to know what
the MER is. This is their bottom-line cost. It is this number that
provides the information they need to compare costs with other

fund options within an IVIC or, indeed, with mutual funds.
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The Fund Facts should simply show the MER.

The Key Facts document already requires discussion of the
various features available within an IVIC (e.g., guaranteed
features) and that there are costs related to providing these
features. This discussion should be qualitative, to ensure that

proprietary information is not being broached.

X.  CONCLUSIONS AND NEXT STEPS

In conclusion, the life and health insurance industry:

e Has a long tradition of working effectively with
insurance regulators to ensure that our customers
receive meaningful disclosure at point-of-sale;

e Supports the Joint Forum’s vision that consumers
receive meaningful information about the products
they purchase;

e Supports and commends the Joint Forum and
CCIR's efforts to build on and improve the clarity of
point-of-sale disclosure already in place for IVIC
policyholders;

e Supports the Joint Forum's efforts to improve the
comparability of disclosure materials across
regulatory sectors;

e Believes that the best way of achieving the Joint
Forum’s objectives is through the application of a
principles-based approach to financial services

regulation. This is particularly useful when the
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products involved are not identical. It also fosters
a more efficient and effective marketplace that
benefits consumers;

Is concerned that, as currently structured, the
Proposed Framework could lead to decreased
consumer choice, increased transaction delays,
and possible migration to less regulated products;
Urges the Joint Forum to ensure that whatever
disclosure regime is ultimately adopted respects
the existing rights of IVIC policyholders;

Believes that, in order for prospective IVIC
policyholders to make an informed buying decision
at point-of-sale, they must receive information
about all of the investment choices available within
their contract;

Believes that the Proposed Framework relative to
subsequent transactions is not in the best interests
of IVIC policyholders. It would delay transactions
and duplicate existing disclosure. Further, it does
not respect existing policyholder rights. Alternative
approaches should be considered,;

Recommends that any abbreviated disclosure
documents should refer policyholders to their
contract for more information;

Recommends that rescission rights should apply at
the contract level;

Recommends that the MER be disclosed to

policyholders.
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We believe that further consultation can and should lead to a
regime that improves the clarity of disclosure materials
received by IVIC policyholders and prospective policyholders,
and respects the rights and best interests of those
policyholders. The existing process, long established in the
insurance industry, involves industry legal and subject matter
experts working constructively with insurance regulators. We
would urge that, as a next step in moving this project forward,
this group be convened and tasked with finalizing an
approach that meets the Joint Forum's vision while reflecting
the contractual and marketplace realities of IVIC

policyholders.
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FUND FACTS

Fund Name

Conservative Portfolio Fund

IFSC Fund
Category

Canadian Balanced

Risk

Low to Moderate

MER (as at
Fund's
Year End)

Performance (Annual
Compound Return)

Advanced Portfolio Fund

Canadian Balanced

Moderate

Money Market (TNIM)

Canadian Money Market

IFixed-Income Portfolio Fund

Canadian Bond

Mortgage (TNIM)

Canadian Mortgage

IBalanced (Mackenzie)

Canadian Balanced

Low to Moderate

Growth & Income (AGF)

Dividend (TNIM)

Canadian Balanced

Canadian Dividend

Low to Moderate

Moderate to High

IEquity Index (TNIM)

Canadian Large Cap
Equity

Moderate to High

Growth Equity (AGF)

Real Estate (TNIM)

Canadian Small Cap
Equity

High

Real Estate Moderate to High 2.95 4.04 5.40 6.09 5.07 5.05

anadian resources atural Resources g R . . . .
R AGH) Natural R High 331 40.77 | 1999 | 17.00 | NA | 473
Ica"adia" Science and Technology (TNIM){ s ;o0 & Technology  |High 3.10 25.00 | 2404 | NnA | A | 2471
Ethics (TNIM) Specialty or Miscellaneous |Moderate to High 278 2707 | 180 | nA | nA | 1

FOREIGN EQUITY FUNDS

American Growth (AGF)

U.S. Equity

Moderate to High

2.93

-16.90 [ -10.16 | N/A

Since

-1.24

International Equity (Putnam)
FOREIGN SPECIALTY FUNDS
Asian Growth (AGF)

International Equity

Asia/Pacific Rim Equity

Moderate to High

IEuropean Equity (Sceptre)

European Equity

Figh

2.49

-11.33 | -5.80 | N/A

-147

ANNEX A

Choice Segregated Funds

Here are the basic things you should know before you enter into a
Choice Segregated Funds policy.

When you enter into a Choice policy, the money you put into the policy
is invested in the segregated funds you choose. The available funds
are briefly described in the accompanying chart.

Your advisor can provide you with more detailed information about these
investment options. You may also request a fund fact sheet for each
fund that you are interested in or can access this on the company’s
website at www.giantfinancial.com\fund_facts\info. Fund specific information

is updated on a regular basis.
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When you invest in Choice Segregated Funds, you combine the growth potential of investment funds with:

guarantee to protect your investment if the markets go down

death benefit guarantee

option that lets you reset your guarantee to a higher amount if your investment goes up
possible creditor protection and tax advantages.

The death benefits guarantee is available immediately, but you will have to hold the policy for 10 years or longer to get some of the other benefits. You
should consider this a long-term investment.

You can choose from the 20 segregated funds listed on the back of this page. Your adviser will help you choose the

funds that are right for you.

You can change funds at any time. However:

e  changing funds may affect your guarantees

e you may have to pay fees or sales charges when you change funds.

You'll find information about each fund in the Fund Facts chart at the back of this document. The chart will help you see how the different funds compare in
terms of risk, cost and past performance.
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You can take out some or all of your money at any time:
e sales charges and withdrawal fees may apply
¢ withdrawals reduce the amount you get under the guarantee

You can cancel your policy by notifying Giant Insurance in writing within two business days of signing an application.
o you will get back the amount you invested or less if the value of your investments has gone down
o you will also get back any sales charges you paid
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You may have to pay a sales charge. The table below outlines your options. Ask your adviser to explain the pros and cons of each option. Your adviser can
also tell you about other sales charge options available on similar funds.

What you pay What else you should know

Your sales charge
options (v Choose one)

(In per cent %) (In dollars $) + Theinitial sales charge is deducted from the amount you buy.
0 to 4% when you buy 0 to $40 on every That means less of your money is invested in the fund
$1,000 you buy

O Initial sales charge

»  Askyour adviser to tell you the sales charge on the amount you're buying.

[ Deferred sales charge

If you sell within:

Each fund may have different guarantee options.

1 year of buying
2 years of buying
3 years of buying
4 years of buying
5 years of buying
6 years of buying
After 6 years

6.0%
5.0%
4.0%
3.0%
2.0%
1.0%
none

0 to $60 on every
$1,000 you sell

This is a set schedule.

The deferred sales charge is deducted from the amount you sell. That means you get less
of your money back.

You may redeem up to x% of your units each year before this fee is applicable.

Your adviser will normally get a commission when you enter into the policy and direct premiums to a fund.

Guarantee Guarantee Guarantee
option (as % of amount invested, (as % of amount invested,
if you hold policy for 10 years or more) on death)

Full 100% 100%
Combined 75% 100%

Basic 75% 75%

; 1 . The insu :costis added to the fund e
2 1o the total charge (MER) vou will pay year. See Fund Facts for cost of each hund.

The full guarantee is not available on some higher risk funds.

If you hold the policy for 10 years or if you die, you or your beneficiaries will get the market value of your investment or the guarantee amount, whichever is
higher. That means if the market has gone down, you or your beneficiaries will get 75% or 100% of what you paid in (depending on the guarantee you've
chosen), less any fees or withdrawals you have made.

The full and combined guarantees let you reset your guarantee amount when there are gains on your investment and base the guarantee on the higher amount.

Some restrictions apply.

This policy will pay you an annuity at maturity unless you select otherwise.

You can choose beneficiaries to inherit the guaranteed death benefit. Ask your adviser for details.

Your adviser also gets an ongoing commission for as long as you hold the fund. This is called a “trailing commission”.

e The commission rates depend on the sales charge option you choose. Your adviser can tell you the commission rates for this fund, and how they
compare with similar funds.
The fund company pays the commissions to the company your adviser works for. The company pays your adviser some or all of these commissions.
The commissions are part of the fund’s annual expenses.

For more information about this segregated fund and your insurance contract, speak to your adviser or contact:

GIANT
INSURANCE

Giant Insurance

10010-101 St. NW, Edmonton AB T5J 3G8
Phone: (780) 555-1212

Toll-free: 1-800-GIANTFI

E-mail: Choice@giantfin.com
www.giantfin.com






ANNEX B

Legal Remedies for Misstatement by the Insurer

A consumer would have all the legal remedies which are available under the provincial
insurance acts and at common law. The common law remedies include the ability to sue
for damages as a result of breach of contract, negligence, breach of duty of care, breach
of fiduciary duty, fraud, and material misrepresentation. A consumer may also seek
rescission of the contract or punitive damages. A consumer may claim damages as a
result of the conduct of the agent under the principles of agency law, in which case, the
agent, insurer or both could be liable. Consumers could decide to bring a class action law
suit where a matter common to a large group is at issue. Alternatively, consumers could
ask for help from the industry ombudservice, the CLHIO.

In the past, where some type of misrepresentation has been established, insurers have
generally entered into some type of settlement giving an increased benefit and process for
individual case review.

The ultimate power of the regulator is to withdraw an insurer’s license to sell insurance,
or permission to sell the particular product which includes a misrepresentation. A
regulator may also withdraw an agent’s license or place restrictions on the license.

The Uniform Life Insurance Act (s. 185 in Ontario) states that where an insurer fails to
disclose or misrepresents a fact material to the insurance, the contract is voidable by the
insured. In the absence of fraud, the contract is not voidable by reason of such failure or
misrepresentation after the contract has been in effect for two years.

Ontario Insurance Act Provisions

IVIC Specific

Section 110 (7) of the Ontario Insurance Act states that where it appears to the
Superintendent that, (a) an information folder or other document filed with the
Superintendent by an insurer with respect to a variable insurance contract (i) fails to
comply in any substantial respect with the requirements of the Act or the regulations, (ii)
contains any promise, estimate, illustration or forecast that is misleading, false or
deceptive, or (iii) conceals or omits to state any material fact necessary in order to make
any statement contained therein not misleading in the light of the circumstances in which
it was made; or (b) the financial condition of the insurer or its method of operation in
connection with the issuance of its variable insurance contracts will not afford sufficient
protection in prospective purchasers of such variable insurance contracts in Ontario, the
Superintendent may prohibit the insurer from continuing to issue such variable insurance
contracts in Ontario.





General

Section 441 of the Ontario Insurance Act gives the Superintendent power upon
examination or investigation to make a report and upon notice the power to order the
person to cease or refrain from doing any act or pursuing any course of conduct, to cease
engaging in the business of insurance, or to perform the acts that, in the opinion of the
Superintendent, are necessary to remedy the situation.

Where the Superintendent is of the opinion that the interests of the public may be
prejudiced or adversely affected by any delay in the issuance of a permanent order, the
Superintendent, without prior notice make an interim order to take effect immediately.

Section 439 of the Ontario Insurance Act states that no person shall engage in any unfair
or deceptive act or practice.

Paragraph 447 (b) of the Ontario Insurance Act includes as an offence failure to comply
with any requirement of, or any order or direction made under, the Act. A person is
liable on a first conviction to a fine of not more than $100,000 and on each subsequent
conviction to a fine of not more than $200,000.

Ontario Securities Act

Section 122 (1)(b) of the Ontario Securities Act states that any person who makes any
material statement in any document, preliminary prospectus etc. which is misleading or
untrue is guilty of an offence and on conviction is liable to a fine of not more than $5
million or to imprisonment for a term of not more than five years less a day or both.
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October 15, 2007

Mr. Neil Mohindra, Acting Policy Manager
Joint Forum Project Office

5160 Yonge St.

Box 85, 17" Floor

North York, Ontario M2N 6L9

Dear Mr. Mohindra:

Re: Proposed Framework 81-406; Point of sale disclosure for mutual funds and
segregated funds (Proposed Framework)

Canaccord Capital Corporation is a leading Independent full service investment dealer in Canada.
Mutual funds are an important product offering we provide our clients, so we are grateful for the
opportunity to comment on the Proposed Framework.

While Canaccord Capital supports the Joint Forum’s initiative to create a meaningful, more
simplified form of disclosure for mutual fund and segregated fund investors, we have concerns
with the delivery methods and required timing of delivery for “Fund Facts.”

The methods of delivery described under the Proposed Framework are extremely limited and not
practical for the way we conduct our business. The Proposed Framework states that delivery of
Fund Facts must occur prior to the sale and may be by hand, fax, mail or electronically. Since a
great many of our transactions take place over the phone, the above described options are
limited.

To complete a majority of our transactions, Canaccord Capital would be required to mail the Fund
Facts which would inhibit our client’'s ability to execute transactions in a timely way. In order to
safeguard clients from fraud, we are extremely cautious as to what information may be sent to
clients by email or by fax, so this is not a practical solution.

As such, we request that an access equals delivery model be considered which would adequately
balance the regulators’ concerns for the provision of meaningful disclosure to investors and the
members’ concerns surrounding customer satisfaction and operational issues.

If the Joint Forum does not agree to an access equals delivery approach, Canaccord Capital
suggests, that at a minimum, the Joint Forum allow clients to waive receipt of the Fund Facts
document if they so choose, in particular with respect to subsequent purchases and switches.

In addition to the above we also seek clarification with respect to requirements for audit trails and
compliance oversight with respect to the Fund Facts document.

Thank you for taking the time to consider our comments.
Sincerely,

Simon Witney

Senior Vice President, Client Operations
Canaccord Capital Corporation

Tel: (604) 643-7330

Fax: (604) 643-7676

email: simon_witney@canaccord.com










From: “Rennie, Korina” <Korina_Rennie@canaccord.com>

To: <jointforum@fsco.gov.on.ca>
Date: Mon, Oct 15, 2007 6:08 PM
Subject: Point of Sale Discussion - Comments

Comments on new point of sale regime:

* The new format document containing the fund facts is an
excellent concept and one that will make both the clients and the
industry happy.

* The time frame proposed for delivery of the document is
unfortunately unrealistic
* As clients have the right to rescind or withdrawal their

purchase within 2 days receipt of the prospectus and this right will not
change we do not see the benefit to receiving the document prior to the
purchase

* There is no benefit to receiving the fund facts again when a
subsequent purchase is made as shareholders receive proxy information
which advises them of significant changes proposed for the fund. They
will also receive an annual report.

* Receiving additional paper on a subsequent purchase will only
serve to frustrate clients and drive up costs which will ultimately be
borne by the investor.

* Receiving a fund fact sheet on a switch into a new fund is
required disclosure however providing the fund fact sheet prior to the
switch will delay the switch from occuring and may negatively impact the
investment

* Clients will not be able to rely on receiving the price on the
date they gave the instruction to switch as they must first receive the
fund fact sheet. Clients may feel that they should receive the trade on
the date they first gave the instruction as opposed to the date of their
receiving the fund facts.

* Dealers are not required to have investors acknowledge receipt

of the fund facts yet an investor can cancel a purchase at any time if
they did not receive. How is proof provided?

* It would be virtually impossible to prove that a document has
been delivered without significant costs
* IT investors have to wait to receive a document and one is not

readily available by the 1A, then the client may choose to not buy that
mutual fund or any mutual fund.

Thank you for allowing us this opportunity to comment. We look forward
to hearing your response.

Korina Rennie

Manager, Mutual Funds & RRSPs
Canaccord Capital Corporation

Ph: (604) 643-7373 F: (604) 643-7676

CC: “Witney, Simon” <Simon_Witney@canaccord.com>, “Maranda, Bruce”
<Bruce_Maranda@canaccord.com>






N BANKERS ASSOCIATION Box 348. Commerce Court West

i il FUERENSN NS RS0 199 Bay Street, 30" Floor

LI Toronto, Ontario, Canada M5L 1G2
www.cha.ca

Daniel iggers

Legal Counsel

Tel: (416) 362-6093 Ext 291
Fax: (416) 362-7708
diggers@cba.ca

October 15, 2007

Mr. Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Yonge Street

Box 85, 17" Floor

North York, ON

M2N 6L9

Dear Sirs/Mesdames,

Re: Proposed Framework 81-406 — Point of Sale Disclosure for Mutual Funds and
Segregated Funds

The Canadian Bankers Association ("CBA") appreciates this opportunity 1o provide comments on
the Joint Forum'’s proposed framework 81-406 on point of sale disclosure for mutual funds and
segregated funds.

The Canadian banking industry supports the objectives of the Joint Forum to improve the
disclosure documents for the sale of mutual funds and segregated funds. Disclosure is a key
component of the customer relationship and we share the goal of ensuring that information is
provided in an efficient and effective manner.

We would note, however, that the prescriptive framework that has been proposed constitutes a
substantial new regulatory initiative that has a significant and negative impact on the manner in
which investors can execute their transactions. This regulatory framework, ostensibly designed
to protect consumers, presents additional costs and risks to consumers. Consequently, it should
be carefully thought out.

Given the potential for these negative consequences for investors, we believe that further review
of the proposed measures is needed. We are not aware, for example, that there is an industry-
wide problem concerning the adequacy of investor decisions about investment funds. Are
investors making consistently bad decisions due to inadequate information that warrants
prescribing industry-wide, the delivery of a specific document in a specified format? The Joint
Forum provides no evidence to suggest that such a systemic problem exists. Secondly, if a
problem did exist, we should determine the best way of addressing it and resort {o regulation
only if needed. Yet not only have alternatives to regulation not been considered, a prescriptive
approach lo regulation, far inferior to a principles-based approach that would leave such details
to individual participants in a competitive financial services industry, has been settied upon.





While we could not be more strongly in favour of investors having good information about the
investment funds they are considering, it is not clear that the prescriptive framework proposed is
the best alternative to meet this objective.

Our specific concerns with the proposed framework are those that have already been pointed out
by many industry participants -- that the limited methods by which delivery of the Fund Facts is
required 1o be made would in many cases, and particularly in non face-to-face situations,
interrupt a continuous sales interaction and would frustrate investors' desire to complete a
transaction quickly, efficiently and contemporaneously. The prospective investor will in effect be
told that they may not complete a purchase of a particular fund, because the regulator considers
it essential that they should first receive the Fund Facts document.

While we clearly have concerns with the proposed approach, we do believe that the proposal to
replace the requirement to deliver a mutual fund prospectus to investors with information in a
simplified format, such as Funds Facts, is not without merit. Rather than imposing prescriptive
rules around when and how such a document would be provided, we would prefer to discuss a
range of more principle-based options 10 achieve this goal. Several commentators have
provided specific proposals of how this could occur, such as the use of an on line database that
would make fund information available to investors. We would encourage you to work with the
industry on these more flexible options to ensure that consumers can recewve the disclosure they
need in a manner that makes sense both to them and to the issuing company.

We have appreciated the opportunity to express our views regarding proposed framework 81-
406 on point of sale disclosure for mutual funds and segregated funds. We would be pleased to
answer any guestions that you may have about our comments.

Yours truly,
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CANFIN FINANCIAL GROUP
-E 3_ A qualified approach to wealth solutions

BY ELECTRONIC MAIL: jointforum@fsco.gov.on.ca

October 15, 2007

Mr. Neil Mohindra
Acting Policy Manager
Joint Forum Project Office
5160 Yonge St.

Box 85, 17" Floor

North York, ON

M2N 6L9

Dear Sir:

Re: Joint Forum Proposed Framework 81-406, Canfin Magellan Investments Inc. Comments

Canfin Magellan Investments Inc. (“Canfin”) is writing to provide comments on the Joint Forum of
Financial Market Regulators (“Joint Forum™) Proposed framework 81-406, Point of sale disclosure
for mutual funds and segregated funds (“Proposed Framework” or “Proposal”) released for comment
on June 15, 2007.

1. Overview

Canfin concerns with the objectives of the Proposed Framework to develop more meaningful
disclosure documents for the sale of mutual funds and segregated funds. We commend the Joint
Forum on their inclusive and consultative approach that is being undertaken with this initiative and
the opportunity to provide comments.

As a general point, it is important that when developing the Proposal, full consideration be given to
the highly regulated framework that presently exists for the sale of mutual funds. Mutual fund sales
are subject to Know Your Client (“KYC”) and suitability requirements; advisors and dealers are
under a duty to sell a suitable product to the consumer; and dealers are required to review all trades
for suitability.

2. Accuracy & Timeliness
The availability of accurate information at the appropriate time in the decision process is key to

allowing prospective and existing investors making sound decisions on what investment products to
buy.
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a) Fund Family Information

Information we provide to investors should be clear and accurate on how much it will cost to buy
and/or own a fund within a fund family, which might be defined as the group of funds currently
issued under the same Simplified Prospectus. The pricing and compensation structure of a fund
offered by a Manager are set at a fund family level, and not at an individual fund level. The
information, therefore, is only accurate when explained at the fund family level. The possible
solution that merits further discussion is taking the sales and compensation information that is
presented fund-by-fund on page two of the Proposed Framework and putting it into a summary
document that is provided to the investor before any investments are made.

The best time for presenting this information is at Account Opening when the investor is making
some critical decisions including: assessing whether to enter into a relationship with an advisor, what
kind of portfolio structure will best help him meet his investment objectives, etc. This creates a
discussion between the Investor and advisor about the right products and it is at this point that clarity
on what these products will cost is critical. A summary document that lays out the pricing of funds
within a family would be very helpful. As an example, if the deferred sales charge option is agreed
upon, the advisor would explain the various features of such an option, namely that switching
between funds with in the same fund family will not trigger any redemption charges, and the way in
which a 10% free withdrawal process applies to a family of funds.

b) Account Opening

A summary document at Account Opening could then be supplemented by an abbreviated Fund
Facts, that contains the other information contemplated by the Proposed Framework, including:
disclosure of the fund management fee which already appears very prominently on the top of the
front page of the proposal, classification of the fund, risk level, etc. This could be provided multiple
times and at many stages in the process. For example, it can accompany the fund summary document
at Account Opening, it can be available on a continuous basis on an industry web site which the
consumer would be made aware of and encouraged to visit to get the latest update, and it could
always be provided with a trade confirmation.

Account Opening for client name accounts would occur at the time a consumer intended to transact
for the first time with a particular fund family.

3. Subsequent Sales and Switches
Once an account has been opened, the investor and the advisor keep in touch and conduct

transactions in various ways — they meet at the advisor’s office, or in a client’s home or they may
transact by phone if a Limited Trading Authorization is implemented (“LTA”)
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In the case of the Limited Trading Authorizations the investor’s expectation is that a discussion will
lead to a transaction being done, often immediately or by the end of that day.

In the disclosure model we propose the investor will have already received full information on
pricing and compensation structure offered by a manager, and has received the abbreviated fund facts
at or after account opening. The desired transactions for a subsequent sale or a switch can be agreed
to and processed by the advisor immediately without any interruption.

4. Assessment of Challenges Presented by the Proposed Framework

Canfin feels that the suggestions provided above would improve the design of a POS disclosure
program. This will meet your objectives to provide consumers with more meaningful information on
mutual funds prior to purchase.

In this section our comments are focused on the negative impact your Proposed Framework will have
on investors as well as the industry, if it is enacted in precisely the manner in which it has been
presented.

a. Delivery Issues

The major challenge with the proposal arises from the inflexibility of the requirement to deliver the
Fund Facts at or before the point of sale (“POS”) for all transaction types and all clients without
exception, and the disruption and inefficiencies this implies for certain transactions.

i.  Interruption of Subsequent Sales and Switches

Sales and switches that occur in a client’s account following the initial account opening stage
(“Subsequent Sales”) are sales for which there is an established client-advisor relationship and for
which there is the greatest risk of trade interruptions caused by the overly specific delivery
requirements of the Proposed Framework. Any disruption to the presently efficient processes for
conducting these trades, which are most often conducted over the telephone or in the client’s home,
will lead to dissatisfied customers who will ask for, or be open to, investments with fewer pre-sale
disclosure requirements. The risk is that this would result in less suitable investment solutions, which
would not be in the best interests of consumers. What follows is a more detailed description of the
issues raised for telephone and in-home sales.

1) Telephone Initiated Transactions Via LTA
The inflexibility of the delivery requirements under the Proposed Framework will cause significant

disruption to these sales. The clients that elect business in this manner do so as not to be hindered by
having to physically meet with their advisors and they have an expectation that the trades would be
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executed immediately upon their oral instructions. These clients would be severely impacted by the
delivery obligation for pre-sale delivery limited only to paper-based, faxed or e-mailed disclosure
documents.

To illustrate the difficulty for the telephone channel, consider a typical transaction whereby a client
calls into his advisor. The advisor reviews the client’s account while on the line, and is expected by
the client to transact immediately according to instructions given, provided that they are consistent
with the client’s KYC.

Instead of transacting immediately in the chosen fund, as the client is accustomed to doing, he/she
would be told that an up-to-date Fund Facts would be mailed/faxed/e-mailed (as currently provided
for in the Proposed Framework), and requested to call back on receipt of the document to place the
order. An e-mail response would not be acceptable for trade instructions because of potential delays,
miscommunication or safety reasons. The undue delays created by the delivery requirement raise
problems for any client wishing to conduct a time-sensitive transaction, such as an RRSP
contribution on the last day of the RRSP season, or a transaction in a volatile market.

2) In Home Sales

The majority of mutual fund transactions conducted by our dealer occur in person at the client’s
residence or place of business. We believe that the Proposed Framework will limit the investment
choice available to clients serviced by in-home sales. Typically, the sales representative will travel to
the client, sometimes over long distances and often for small or mid-sized accounts, to conduct an in-
person interview and transact for the client’s account. In most cases the account opening process may
require more than one meeting with the client, and in the case where the initial sales recommendation
occurs during the initial meeting, the advisor is likely to recommend from a limited set of funds
known in advance using a variety of marketing materials or informational tools on the funds being
recommended.

Accordingly, for initial sales at account opening, delivering the Fund Facts at POS will create some
logistic concerns. However for subsequent sales, particularly where there is a long-standing
relationship with the client, there is a greater likelihood that the face-to-face, in-home interview will
produce a recommended solution for which the advisor is not carrying the required documents. This
could come, for example, as a result of a change in the consumer’s profile or financial situation, or
from the consumer himself who might request to purchase units of a fund that he has heard about or
researched separately.

An investor working with an advisor who conducts extensive in-person, in-client-location business
may be able to choose, for example, from as many as 1800 funds from 30 - 40 different companies.
Under the Proposed Framework, and given the additional costs of fulfillment that the management of
these multiple disclosure documents would imply, the advisor may be forced to restrict the number of
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investment options offered to clients, offer more single than multi-fund solutions, or focus more on
pre-determined solutions than on needs-oriented discussions. Alternatively, other products not
covered by the proposed POS rules will become much more attractive to buy or sell.

b. Content Issues

We agree that standardization of Fund Facts is desirable for ease of reading and fund comparisons,
and support prescribing certain elements and their order, and some of the section headings and
language. We are concerned, however, that some of the prescribed language of Fund Facts is
misplaced or misleading, and in some cases misses important relevant information. We have
concerns with respect to i) Cost and Compensation sections of Page 2 of Fund Facts, ii) Deferred
Service Charges (“DSC”), iii) the Prescribed Content of Page 1 of Fund Facts, and iv) other missing
information that we believe is relevant to a consumer making an investment decision. It is our view
that the proposed disclosure on these items should be corrected, enhanced and, where indicated,
directed to occur at a time when it would have most relevance to the consumer — at account opening.
Please refer to our constructive proposals to improve this disclosure in section 2 of this submission.

Costs and Compensation

Under the “How much does it cost?” section of Page 2 of Fund Facts, it is proposed that the
consumer be informed of a number of options regarding the payment of sales charges. The client is
informed that they would have the option of choosing from among a list of possible sales charge
models, and, if initial sales charges are chosen, the option of a negotiated rate. This proposed
language is very misleading in several ways. The sales charge options operate at the fund family level
and not at the fund level. Different sales charge options available to be sold by an advisor are
determined by us the dealer based on our business model, therefore the best time to disclose this to
the client is at account opening. These are not options that can be decided on or negotiated on a
transaction-by-transaction basis. While we agree with a disclosure document that clarifies the many
ways that a fund can be purchased in the market, we do not support a document that misleads by
suggesting to the consumer that choices exist when the method of fees and compensation was already
agreed up on at account opening.

Under the “How does my advisor get paid?” section of Page 2 of Fund Facts, a number of features
relating to commissions and commission rates are listed. This is by no means a complete listing of
all compensation arrangements that are available in the industry. Some advisors work under a fee-
based arrangement.

We support enhanced disclosure on pricing and compensation arrangements but believe this is best
discussed in a thorough way at account opening, the point in time when that information is most
useful to the consumer, and for this reason we recommend to the Joint Forum that the present POS
initiative be considered in the context of, and aligned with, the Client Relationship Model of the
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Registration Reform Project. In our view, continuing to consider the two initiatives separately risks
introducing serious duplication, administrative complexity and consumer confusion.

i.  Deferred Sales Charges

An additional problem in the prescribed language is in regard to Deferred Sales Charge (DSC) units.
DSC redemption fees, for example, almost always apply at the fund family level. For a switch
between funds within the same fund family the DSC fee schedule is not re-set for the purchased fund,
it is carried forward unchanged from the original purchase. In addition, clients of DSC funds are
often allowed up to 10% redemptions within any year without incurring a deferred charge on such
redemptions. These benefits are absent from the descriptions provided in the proposed document.
Comparing two DSC funds in different fund families by only looking at their respective Fund Facts
sheets would not tell the complete story. A single fund focus in this case understates the benefits
available to one fund over another for cost-effective rebalancing down the road.

ii. Prescribed Content

Prescribed content that would apply to all funds in all cases may not yield the most relevant
information for the consumer. For example, the industry mix pie chart on Page 1 may be useful in
the context of an equity fund but less relevant in the case of a global sector fund, such as telecom or
financial services, where a geographic breakdown of the underlying issuers would be more useful.
This is one illustration where a “one-size-fits-all” prescribed approach does not provide the most
useful and relevant information to a consumer.

5. Impact of Proposal
In addition to the impact of the rigid delivery requirements and potentially misleading content , the
Proposal will have severe implications with regard to arbitrage of product, compliance and audit

issues, and fairness in the marketplace.

a. Reduced Access to Mutual Funds by Canadians

The very prescriptive approach to the delivery of the Fund Facts to the consumer at or immediately
before point of sale does not accommodate the many ways that consumers prefer to inform
themselves about the investments they buy, and will disadvantage the sales processes by which the
vast majority of mutual fund sales are done. This we believe will have long term negative
implications for consumer choice if firms shorten their product shelves due to logistical and
fulfillment costs associated with the Proposal or if clients seek out other products as the ease of
transacting shifts in favour of these other less regulated products.
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Disclosure requirements and sales practice rules applicable to Canadian mutual funds and segregated
funds would, under the Proposed Framework, become more onerous than for virtually all other retail
financial products in Canada. This is of concern to us because more than half of all mutual funds sold
in Canada today are sold outside of the MFDA channel, where the sales representatives are licensed
to sell, in addition to mutual funds, other retail financial products which may have much greater risks
but little or no point of sales disclosure requirements.

For example, Exchange Traded Funds (“ETFs”) and their distributors are not required to provide a
disclosure document to consumers who purchase ETF shares or units in the secondary market.
Similarly, Canadian producers of separately managed accounts and wrap accounts are not required to
produce or provide to clients any disclosure with respect to the operation of the account or service.
For Principal Protected Notes there are no specific disclosure requirements currently.

The unlevel playing field that currently exists in Canada will be further tilted against mutual funds if
the Proposed Framework is implemented.

b. Operational Issues

The Proposed Framework would require dealers to manage large additional volumes of paper related
to mutual funds carried. It would not be unusual, for example, for a large independent dealer to carry
mutual funds from 20 different fund companies. Currently there would be a single Simplified
Prospectus to deliver for each fund family — 20 documents in this case. If each fund family had 50
funds, each with 3 series or more, the number of regulatory documents required to be kept on hand at
the dealership, or managed by a fund company fulfililment service, would rise from 20 to at least
3,000. Many large fund companies would have more than 50 funds with more than 3 series for each.
While the example is illustrative only, the implication is that there would be significant added burden
on dealer back offices and fund company fulfillment groups due to the additional volumes of separate
disclosure documents. This reality will not only lead to higher costs which the consumer will
ultimately bear but restricted access to funds as dealers and advisors will tend to narrow the number
of fund families and specific funds offered to handle the sheer logistic complexity of paperwork
involved.

It has been suggested that the delivery obligation for phone transactions could be met by e-mailing
the Fund Facts to the client while on the line, or by e-mailing the document and having the client call
back. Canfin is reluctant for security reasons to use ‘push’ e-mail for delivering transaction-related
material to clients. An e-mail containing a copy of Fund Facts from a dealer to a client, for example,
would be an open communication receivable by other parties indicating that the client has an
investment account at the respective dealer and is considering an investment in the fund in question.
This information could be used in fraudulent e-mail communications with the client in the future,
thus exposing the client and dealer to financial risk.
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One practical and secure way of sending the information by e-mail would be through a proprietary
secure website whereby the client would log on to his/her account and download the relevant
information. Most firms do not have this technology at present and building it would require a major
systems build, which would be economically feasible only for the largest of firms. This would alter
the competitive landscape of the industry and likely result in higher costs for consumers. But, even if
such a facility were available it would be viewed as very cumbersome by most investors.

c. Compliance Issues

The difficulty of tracking compliance for delivery of required disclosure at or before point of sales
would be significant, and would present a major issue of non-compliance for our firm and our
advisors.

With this much additional paper disclosure documents in the system, thus raising the risk of non-
delivery due to the wrong document being provided, and no existing processes available for tracking
compliance with delivery “at or before sale”, the difficulties of providing an accurate trail for audit
purposes will be enormous. Added to this is the significant risk for our firm of not establishing proof
of delivery, as the withdrawal right provided to the client in the case of non-delivery is unlimited.
Ultimately, the inability to track compliance would result in ineffective enforcement, thus
undermining the securities regulatory framework as a whole.

d. Fairness in the Marketplace with respect to the Non-Delivery Right

In the Proposed Framework it is proposed that, on non-delivery of the Fund Facts, consumers have a
right to withdraw from the purchase by receiving the amount of their original investment, plus any
fees. This gives consumers a free valuable put option on their mutual fund purchases, which is
exercisable at any time after purchase if they are successful in claiming non-delivery of Fund Facts.
If the market value of the fund goes down, whether it is five days from the time of purchase or five
years from the time of purchase, a consumer can get his/her original investment back plus fees. When
the market turns down and consumers lose money, dealers will be subject to many frivolous claims
by consumers claiming that they did not get the most recent Fund Facts at or before the purchase. In
order to meet such claims, Canfin will have to install robust, costly compliance tracking systems,
raising the issues described above. Alternatively, such claims would not be refuted, creating an
unlimited right of withdrawal for the consumer, and significant additional costs to dealers in fighting
frivolous claims. We believe that with the provision of disclosure documents at or before sale, and a
right of rescission tied to delivery of Fund Facts or receipt of the confirm the additional proposed
withdrawal right is redundant, unfair and should be eliminated from the proposal.
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7. Summary

We have commented and proposed solutions on a number of challenges with the Proposed
Framework. Canfin’s suggestions and proposals are based on the business model we have adopted as
a medium sized independent mutual fund dealer, that operates in a client named environment either
directly with the mutual fund companies or through intermediaries for self directed registered
accounts. We have also provided a suggested approach that will ensure consumers are in possession
of accurate and timely information to assist with the decision of purchasing a fund. We wish to thank
you for the opportunity for allowing our firm to comment on this matter and we look forward to
moving this project forward.

We would be pleased to address any questions or comments that you may have relating to our
submission. Please do not hesitate to contact the undersigned.
Yours truly,

Canfin Magellan Investments Inc.

Manuel G. DaSilva
President & Chief Compliance Officer
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Neil Mohindra

Acting Policy Manager

Joint Forum Project Office

5160 Yonge St.

Box 85, 17th floor

North York, ON

M2N 6L9

E-mail: jointforum@fsco.gov.on.ca

Dear Mr. Mohindra:

After reading Proposed Framework 81-406 and the documents prepared by the
Canadian Securities Administrators, the Canadian Council of Insurance Regulators, the
Research Strategy Group research reports, and the research report regarding insurance
contracts prepared by the Allen Research Corporation (November 2006), Regroupement
Indépendant des Conseillers de I'lndustrie Financiere du Québec (RICIFQ) would like to
make the following comments.

As a group of independent advisors, our mission at RICIFQ is to preserve the perpetuity
of independent financial advice by promoting and defending members’ common
professional interests and by grouping these people together under the banner of a
strong voice to represent them.

We generally agree with a Fund Facts sheet as described in the aforementioned
documents. We appreciate the conciseness and simplicity of this document, and believe
that it will help investors make decisions when buying mutual or segregated funds.

This pursuit of conciseness and clarity will, however, be difficult to apply to diversified
asset allocation programs and when making future purchases in an asset allocation
program or in an individual fund since fund families cannot be grouped together on the
same Fund Facts and these “turnkey” programs are increasingly popular in the industry
and among small investors.
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Using these Fund Facts for diversified asset allocation programs:
A well-diversified program should have the following features:

1) Multi-class shares
a. Fixed-interest, Canadian or global company securities, etc.
b. Growth securities: Large cap, small cap

2) Multi-style management:
a. Growth, value, momentum, mixed style

3) Multi-geographical:
a. Canadian, US, International

4) Specialization:
a. Emerging markets, specific sectors, etc.

Most agents now offer these types of programs, which are set up as pools or a range of
individual funds grouped together in a diversified program. These programs have
between 4 and 6 pools of asset categories or between 10 and 12 individual funds
grouped together.

Examples: Marquis Dynamic
AGF Harmony
Cl Investments Select Program
Cl Investments Prestige Program

Some advisors prefer to build asset allocation portfolios themselves, choosing the
managers they prefer and providing the asset allocation and rebalancing themselves.

When putting this type of management program together, either as a pool or grouped
individual funds, the investor will receive from 4 to 12 Fund Facts describing the pools or
funds included in the program chosen.

We would like draw your attention to the fact that the information contained in the
individual Fund Facts applies only to the percentage of the fund held in the entire
portfolio. How can an investor determine the risk, MER and performance for the entire
program? The advisor will need to provide explanations. The reasons for the different
percentages in risk distribution and return will also need to be explained. Will there be
confusion and will the desired simplicity and clarity be achieved? Will the fund manager
be able to use different Fund Facts for these specific situations, taking into account the
percentages of each fund used?

Delivery of Fund Facts
Even considering the limitations described above, we agree that the Fund Facts should
be delivered prior to the initial purchase, insofar as the time frames for delivering it are

reasonable or even immediate in the case of a face-to-face transaction with the client.

This initiative is particularly effective when the transaction and purchase involve one fund
or few funds. Things become more complicated for investors when there is an asset





allocation program with a multi-fund strategy, etc. At the risk of repeating ourselves, the
Fund Facts provides limited information on portfolio risk and behaviour.

It may also lead to occasional major delays for our independent members when visiting
clients at home. The risk that the advisor may take the wrong Fund Facts following a
last-minute request by the client or a change in investor profile could lead to transaction
delays with costly results for the investor, especially if there is upward volatility.

If the Fund Facts is not delivered

If the advisor is not required to obtain proof that the client has received the Fund Facts
and if, for example, the market drops after the cooling-off period, is there a risk that the
advisor (in particular an independent advisor) will have to pay for the losses of clients
who have forgotten that their investment would suffer short-term fluctuations and use this
excuse to cancel the purchase?

Delivery of Fund Facts for future purchases or fund transfers
We completely disagree with having to deliver Fund Facts for future purchases.

Many investors prefer not to set up a pre-authorized payment plan and would rather
manage their cash holdings and times of purchase themselves. This procedure would
result in a major administrative nightmare and frustration for investors. For example, the
investor invests $2,000 in his asset allocation program every 3 months. He must receive
the Fund Facts (4-12 sheets) prior to each transaction before investing. Do we really
believe that the investor is going to check each sheet after having done these same
transactions multiple times? In these ecological times, wouldn't it be better to remind the
investor that the information is available online, especially if the advisor has already
been authorized to provide all relevant information electronically?

Delivery of the Fund Facts should only be required when a new fund is added to a
portfolio and current program. These sheets could be bothersome to certain experienced
and well-versed investors.

Right of the investor to cancel the purchase during the two-day cooling-off period

We foresee a certain dissatisfaction in the event of major upward or downward
fluctuation. This could also lead to administrative costs which the investing client may be
required to bear.

If the dealer (firm) waits until after the cooling-off period to place the order so as to avoid
unnecessary administrative costs and the value increases, the investor cannot take
advantage of this increase.

If the dealer (firm) places the order the same day and the client decides to cancel, and if
there is a drop in the market and the client does not recover 100% of his/her investment,
this will lead to frustration and lack of confidence in the industry, even if the client knows
that these types of investments should be made focusing on medium to long-term
returns.





We also anticipate another source of dissatisfaction when buying segregated funds if the
client is required to contact the insurer rather than the dealer directly. The risk of getting
lost in administrative mechanisms, such as voicemail, in order to meet the two-day
cooling-off period could be quite stressful for certain investors looking for simplicity and
low risk.

Conclusion
We agree that the Fund Facts should be delivered at the time of the initial purchase,
even if it does not provide the specific and clear information required for asset allocation

programs.

We disagree with issuing it for future purchases of the same funds or for transfers within
the current funds in the investor’s program.

However, we recommend that the Fund Facts be delivered for all new funds added to
the investor’s portfolio.

We hope that you will find these comments useful and ask that this legislation take into
consideration the organizational programs and increased costs related to it. Investing
clients are the ones who risk bailing out since they are at the bottom of the chain.
Sincerely,

Manon St-Cyr

RICIFQ Vice President and Treasurer

Raymond Pratte
RICIFQ Secretary and Administrator
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Monsieur,

Le Regroupement Indépendant des Conseillers de I'Industrie Financiére du Québec
(RICIFQ) désire émettre des commentaires suite a la lecture du Cadre proposé 81-406
et des documents rédigés par les Autorités Canadiennes en Valeurs Mobilieres, le
Conseil Canadien des Responsables de la Réglementation d’Assurance ainsi que des
rapports d’études complétés par le Research Strategy Group et le rapport d'étude
concernant les contrats d’assurance préparé par Allen Research Corporation (Novembre
2006).

Le RICIFQ est un regroupement de conseillers indépendants dont la mission est de
Préserver la pérennité du conseil indépendant par la promotion et la défense des
intéréts professionnels communs aux membres et par le regroupement de ceux-ci sous
la banniére d’'une voix forte pour les représenter.

De facon générale, nous sommes favorables a [I'établissement d'une fiche de
renseignements telle que décrite dans les documents cités ci-haut. Nous apprécions la
concision de ce document, sa simplicité et nous croyons qu'il aidera l'investisseur dans
sa prise de décision au moment de I'achat d’'un fonds d’investissement ou d’'un fonds
distinct.

Cette recherche de concision et de clarté s’appliquera par contre difficilement dans le
cadre de programmes diversifiés de répartition d’actif et lors d’achats subséquents dans
un programme de répartition d'actif ou dans un fond individuel, puisqu’elle ne permet
pas le regroupement de familles de fonds sur une méme fiche de renseignements et que
ces programmes « clé en main » sont de plus en plus populaires dans l'industrie et
auprés des petits investisseurs.

50, rue St-Charles, Beaconsfield (QC) HOW 2X3 WWW.regroupement.ca
Information : 1-866-551-5554 info@regroupement.ca
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L'utilisation de ces fiches de renseignements dans le cadre d’'un programme
diversifié de répartition d’actif :

Un programme bien diversifié devrait comprendre les caractéristiques suivantes :

1) Multi classe d'actifs
a. Titres de revenus fixes, canadien ou de société mondiale etc.
b. Titres de croissance : Grande capitalisation, petite capitalisation

2) Multi style de gestion :
a. Style croissance, valeur, momentum, mixte

3) Multi géographique :
a. Canadien, US, International

4) Spécialisation :
a. Marché émergents, secteur spécifiques, etc....

Ces genre de programmes sont maintenant rendus disponibles de la part de plusieurs
fournisseurs et sont établis sous forme de «pool» ou dune gamme de fonds
individuels regroupés dans un programme diversifié. Ces programmes ont de 4 & 6
pools de catégorie d’'actif ou de 10 a 12 fonds individuels regroupés.

Quelques exemples : Dynamique Marquis
AGF Harmony
Placement CI Programme Sélect
Placement CI Programme Prestige

Certains conseillers préférent construire eux-mémes les portefeuilles de répartition
d’'actif en choisissant les gestionnaires qu'ils préférent et en fournissant eux-mémes le
service de répartition de I'actif et de rééquilibrage.

Au moment de I'établissement de ce genre de programme de gestion, soit sous forme
de pool ou de fonds individuels, linvestisseur recevra de 4 a 12 fiches de
renseignements décrivant les pools ou les fonds qui constituent le programme choisi.

Nous attirons votre attention sur le fait que les informations contenues dans les fiches
individuelles s’appliguent seulement au pourcentage de la détention du fonds dans
'ensemble du portefeuille. Comment l'investisseur arrivera-t-il a déterminer le risque,
les RFG, et les rendements passés sur I'ensemble du programme? Des explications du
conseiller seront nécessaires. |l devra tout de méme expliquer la raison des différents
pourcentages dans la répartition du risque et dans la recherche de rendement. Y aura-t-
il confusion et retrouverons-nous toujours la simplicité et la clarté recherchée? Le
gestionnaire de fond pourraient-ils utiliser des fiches de renseignements différentes pour
ces situations particulieres, des fiches qui tiendraient compte des pourcentages de
chaque fond utilisé?





Laremise des fiches de renseignements.

Méme avec les limitations que nous décrivons au paragraphe précédent, nous sommes
d’accord avec la remise des fiches de renseignements avant I'achat initial en autant que
les délais pour la remise soit raisonnables ou méme instantanés dans le cas d'une
transaction face a face avec le client.

Cette initiative est particulierement efficace lorsque la transaction et I'achat se font sur
un fonds ou peu de fonds. Elle devient plus complexe pour I'investisseur lorsque nous
sommes dans un programme de répartition de I'actif avec une stratégie multi fonds etc.
Au risque de nous répéter, les fiches de renseignements donnent une information limitée
du risque et du comportement de I'ensemble du portefeuille.

Elle occasionnera aussi des délais parfois importants pour notre membre indépendant
qui font du service & domicile pour rencontrer leurs clients. Le risque que le conseiller
apporte la mauvaise fiche de renseignements suite a une demande de derniére minute
du client ou a un changement de son profil d'investisseur pourrait occasionner des
délais de transactions qui pourrait s'avérer colteux pour l'investisseur, surtout dans les
cas de volatilité a la hausse.

Si lafiche n’est pas livrée

Si le conseiller n'est pas tenu d’obtenir une preuve que le client a bien recu la fiche de
renseignement et que par exemple, le marché baisse aprés la période allouée de
réflexion, y a-t-il un risque pour le conseiller (en particulier le conseiller indépendant) de
se retrouver a payer les pertes du client qui aurait oublier que son investissement
comportait des fluctuations a court terme et utiliserait cette excuse pour annuler son
achat?

Remise dans le cas d’'achat subséquents ou dans le cadre de transferts entre
fonds

Nous sommes en désaccord complet avec la remise de la fiche de renseignements dans
les situations d’achats subséquents.

Plusieurs investisseurs préferent ne pas établir de programme de prélévement
automatique et gérer eux mémes leur liquidités et les moments d'achat. Cette
procédure deviendra un fardeau administratif important et une frustration pour les
investisseurs. Par exemple, l'investisseur investi dans son programme de répartition
d’actif a tous les 3 mois pour un montant de 2,000$. Avant chaque transaction, il devra
recevoir ces fiches de renseignements (de 4 a 12 fiches) avant de pouvoir faire les
investissements. Croyons-nous vraiment qu'il va vérifier chacune des fiches aprées avoir
effectués ces mémes transactions a multiples occasions. Dans cette ére de protection
de la planéte, ne serait-il pas plus profitable de lui rappeler que les informations sont
disponibles sur internet, surtout s'il a auparavant autorisé le conseiller a communiquer
toutes informations pertinentes par des moyens électroniques?

La remise de fiche de renseignements devrait s’appliquer strictement dans la situation
ou un nouveau fond s’ajoute au portefeuille et au programme actuel. Cette remise de
renseignements, a tout prix, pourrait embéter certains investisseurs plus chevronnés et
plus éduqués.





Droit a l'investisseur d’annuler son achat pendant la période de réflexion de 2
jours

Nous voyons qu’un certain mécontentement pourrait en découler dans les cas ou il y
aurait une forte fluctuation, & la hausse comme a la baisse. De plus, ceci risque
d’occasionner des frais administratifs qui devront éventuellement étre assumés par le
client investisseur.

Si le courtier (cabinet) attend aprés la période de réflexion pour passer la commande
afin d’éviter des colts administratifs qui pourraient s'avérer inutiles et qu’il y a hausse,
l'investisseur ne peut bénéficier de la hausse.

Si le courtier (cabinet) passe la commande la journée méme et que le client décide
d’annuler alors que les marchés ont baissé et qu'il ne récupére pas 100% de son
placement, il en résultera une frustration et une baisse de confiance dans I'industrie ceci
tout en sachant que des investissements de ce genre devraient étre effectués dans une
perspective de moyen a long terme.

Nous pouvons aussi entrevoir une autre source de mécontentement dans l'achat de
fonds distincts alors que le client doit s'adresser a I'assureur plutdét que directement a
son courtier. Le risque de se perdre dans le dédale administratif des boites vocales et
autres afin de respecter le délai de 2 jours pourrait devenir une source de stress
importante pour certains investisseurs qui recherchent la simplicité et un bas niveau de
risque.

Conclusion

Nous sommes d’accord avec la livraison d’'une fiche de renseignement au moment initial
méme si ceci peut ne pas avoir la précision et la clarté voulu dans le cadre d'un
programme de répartition d’actif.

Nous sommes en désaccord avec la remise lors des achats subséquents dans les
mémes fonds ainsi que lors de transferts a l'intérieur des fonds actuels du programme
de l'investisseur.

Nous recommandons par contre une remise de fiche de renseignements pour tout
nouveau fonds ajouter au portefeuille de I'investisseur.

Nous espérons que nos commentaires vous serons utiles et nous demandons que cette
|égislation prennent en considération les problémes organisationnels et 'augmentation
des colts reliés a celle-ci. Le client investisseur est celui qui risque d’écoper puisqu’il est
le dernier dans la chaine.

Sinceérement,
Manon St-Cyr
Vice-présidente et trésoriere du RICIFQ

Raymond Pratte
Secrétaire et administrateur du RICIFQ
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October 15, 2007

Mr. Neil Mohindra

Acting Policy Manager

Joint Forum Project Office

Joint Forum of Financial Market Regulators
5160 Yonge St.

Box 85, 17" Floor

North York, ON, M2N 6L9

Subject: Proposed Framework 81-406; Point of sale disclosure for mutual funds
and segregated funds

Dear Mr. Mohindra:

The Chambre de la sécurité financiere (the “Chamber”) is pleased to respond to the
invitation of the Joint Forum of Financial Market Regulators (“Joint Forum”) regarding
the consultation of the document entitled “Proposed Framework 81-406; Point of sale
disclosure for mutual funds and segregated funds.”

The Chamber is a multidisciplinary self-regulatory organization recognized in Quebec
under the Act respecting the distribution of financial products and services (R.Q.S.,
chapter D-9.2). It oversees more than 31,000 members by ensuring their business ethics
and professional development, and by managing a disciplinary process namely designed
to prevent conduct prejudicial to the public. The Chamber’'s membership includes group
savings plan representatives, financial planners, representatives in individual and group
insurance of persons as well as scholarship plan and investment contract
representatives.

The Chamber applauds the goals of the Joint Forum aimed primarily at providing
investors with meaningful, clear information in plain language before they make a
decision to buy a mutual fund or a segregated fund.

In fact, although various legislative and regulatory provisions regulate the purchase of a
mutual fund or a segregated fund, the information provided to investors is sometimes so
complex that they can’t make heads or tails of it. With respect to this, the Chamber
reiterates the importance of its members’ role. We believe that with the help of their
financial security advisors or their group savings plan, representatives investors can get
all the information needed to understand the products and services offered. Besides, our





members are bound by their Code of Ethics to provide their clients with the explanations
needed to understand and assess the products or services proposed.*

The Chamber on several occasions, where possible, agreed to a certain harmonization
of regulations specifically when the financial products were significantly similar.
However, we think that additions to the regulation, when required, must consider the
characteristics of the securities and insurance sectors particularly as regards the legal
nature of the investments or products proposed. Moreover, all the steps taken in this
respect should focus on the principle of consumer accessibility at equitable conditions
and rights as well as availability of quality services irrespective of the investment or
product purchased.

We believe that focusing on these principles and coordinating the characteristics and
differences that exist between mutual funds and segregated funds should achieve the
Joint Forum’s goal.

The Chamber has studied the Joint Forum’s proposals and wishes to add some more
specific suggestions.

Prospectus / Information Folder

The Chamber is of the view that the information contained in the prospectus/information
folder is important and that investors must be more aware of its contents. Also, because
most investors are not familiar with a prospectus/information folder and its contents, we
suggest that the Fund Facts be clearer as to the reference to the prospectus/information
folder. For instance, it may be useful to add the following mention in the “Information”
section:

“The complete information on the fund and your rights are found in the
simplified prospectus available from your representative or securities
firm.”

The Chamber deems that to assert their rights, it is preferable that unit holders have the
in-force prospectus in hand when purchasing units in a mutual fund or the information
folder as regards segregated funds. Thus, for this reason, it may be best to assess the
pertinence of keeping the obligation to give the prospectus at the time of the initial
purchase of the units or the information folder in the case of segregated funds.

Acknowledgement of receipt

Insofar as the Joint Forum’s goal is to harmonize certain disclosure requirements
applicable to the mutual funds and segregated funds sectors, the Chamber deems that
signing an acknowledgement of receipt could afford greater protection to investors,
namely by underlining the importance of the documents they are entitled to receive or
must receive. We also think that this practice could raise the advisors’ or representatives’
awareness of their ethical obligation to provide pertinent information in an objective and
complete manner to a client wishing to buy a financial product or service.

! Section 14 of the Code of Ethics of the Chambre de la sécurité financiére stipulates that a representative must provide
his client or any prospective client the explanations needed to understand and assess the product or services he is
proposing or providing and section 19 of the Regulation respecting the rules of ethics in the securities sector mentions that
a representative must provide, in an objective and complete manner, the information requested by a client as well as all
information concerning the status of his investments and that which is needed to understand and assess a trade.





However, we realize that this requirement could be somewhat challenging or may create
operational problems specifically for transactions over the phone in the case of mutual
funds.

Right of withdrawal / cancellation

As regards the right of withdrawal/cancellation during the cooling-off period, the
Chamber agrees with the new measures presented by the Joint Forum, as they are an
addition to the investors’ current rights.

In closing, in Quebec, given, among other things, the characteristics of the Civil Code of
Quebec and the regulation made also by principle, we believe that some adaptations
could be required.

We thank the Joint Forum for the opportunity to express our views on these issues.
Regards,
Executive Vice-President
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Luc Labelle, M. Sc.
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Montréal, le 15 octobre 2007

Monsieur Neil Mohindra

Directeur temporaire des politiques
Bureau de projet du Forum conjoint
Forum conjoint des autorités de
réglementation du marché financier
5160 Yonge St.

Box 85, 17" Floor

North York (Ontario) M2N 6L9

Objet: Cadre proposé 81-406, Information au moment de la souscription des
organismes de placement collectif et des fonds distincts

Monsieur,

La Chambre de la sécurité financiére (la « Chambre ») est heureuse de répondre a
linvitation du Forum conjoint des autorités de réglementation du marché financier
(« Forum conjoint ») relative a la consultation du document intitulé « Cadre proposé
81-406, Information au moment de la souscription des organismes de placement collectif
et des fonds distincts ».

La Chambre est un organisme d’autoréglementation multidisciplinaire reconnu au
Québec en vertu de la Loi sur la distribution de produits et services financiers (L.R.Q.,
chapitre D-9.2). Elle encadre plus de 31 000 membres en réglementant leur déontologie
et leur formation continue et en administrant un processus disciplinaire notamment
destiné a prévenir les écarts de conduite préjudiciables au public. Les membres de la
Chambre sont les représentants en épargne collective, les planificateurs financiers, les
représentants en assurance individuelle de personnes et en assurance collective de
personnes, ainsi que les représentants en plans de bourses d'études et en contrats
d'investissement.

La Chambre salue les objectifs de la proposition du Forum conjoint qui visent
principalement a ce que les investisseurs obtiennent des renseignements pertinents,
clairs et dans un langage accessible pour les soutenir dans leur processus décisionnel
de souscrire soit a des titres d’'un organisme de placement collectif (« OPC ») ou a un
contrat de rente a capital variable (« fonds distinct »).





En effet, bien que la souscription de titres d’OPC ou de fonds distincts soit encadrée par
différentes dispositions |égislatives et réglementaires, linformation fournie aux
épargnants est parfois tellement complexe qu'ils ont de la difficulté a s'y retrouver. A ce
sujet, la Chambre réitére I'importance du role de ses membres. Nous croyons que c’'est
avec leurs conseillers en sécurité financiére ou avec leurs représentants en épargne
collective que les investisseurs peuvent obtenir toute l'information nécessaire a la
compréhension des produits et services offerts. D’ailleurs, nos membres ont I'obligation
déontologique de fournir & leurs clients les explications nécessaires a la compréhension
et & 'appréciation des produits ou des services proposés’.

La Chambre s’'est a quelques reprises montrée favorable, lorsque possible, a une
certaine harmonisation de la réglementation notamment lorsque les produits financiers
présentent certaines similitudes significatives. Toutefois, nous pensons que les ajouts a
la réglementation, lorsque requis, doivent tenir compte des particularités du secteur des
valeurs mobiliéres et des assurances notamment en ce qui concerne la nature juridique
des placements ou produits proposés. Aussi, toutes mesures prises en ce sens
devraient garder pour principe I'accessibilité du consommateur a des conditions et droits
équitables et a des services de qualité peu importe le placement ou le produit souscrit.

Nous pensons que les objectifs souhaités par le Forum conjoint devraient pouvoir étre
atteints en s'inspirant de ces principes et permettre de concilier les particularités et
différences qui existent entre les OPC et les fonds distincts.

La Chambre a étudié les propositions du Forum conjoint et aimerait ajouter certaines
suggestions plus spécifiques.

Prospectus / Document explicatif

La Chambre est d'avis que les renseignements énoncés dans le prospectus/document
explicatif sont importants et que les investisseurs doivent étre davantage sensibilisés a
leurs contenus. Egalement, parce que la plupart des investisseurs ne savent pas ce
gu’'est un prospectus/document explicatif et les renseignements qui y sont contenus,
nous suggerons que I'Apercu du fonds soit plus clair quant a la référence au
prospectus/document explicatif. Il pourrait, par exemple, étre intéressant d’ajouter la
mention suivante dans la section « Renseignements » :

« Les renseignements complets sur le fonds et vos droits se retrouvent
dans le prospectus simplifié dont vous pouvez obtenir un exemplaire
auprés de votre conseiller ou de la société de fonds »

La Chambre estime également que pour faire valoir leurs droits, il est préférable que les
porteurs de parts aient en main le prospectus en vigueur au moment ou ils ont souscrit
des parts de fonds concernés ou en ce qui concerne les fonds distincts, le dépliant
explicatif. Ainsi, pour cette raison, il y aurait peut-étre lieu d’évaluer davantage la
pertinence de maintenir I'obligation de remettre le prospectus a la souscription initiale
des parts ou le document explicatif dans le cas des fonds distincts.

1 L’article 14 du Code de déontologie de la Chambre de la sécurité financiére énonce que le représentant doit fournir a
son client ou a tout client éventuel les explications nécessaires a la compréhension et a I'appréciation du produit ou des
services qu'il lui propose ou lui rend et l'article 19 du Reéglement sur la déontologie dans les disciplines de valeurs
mobilieres mentionne que le représentant doit fournir de fagon objective et compléte I'information requise par un client
ainsi que celle pertinente a la compréhension et a I'appréciation d’'une opération et a I'état de ses placements.





Accusé de réception

Dans la mesure ou I'objectif du Forum conjoint est d’harmoniser certaines normes de
divulgation applicables aux secteurs des OPC et des fonds distincts, la Chambre estime
que la signature d’'un accusé de réception pourrait ajouter a la protection de I'épargnant
notamment pour souligner a I'épargnant I'importance des documents qu'il est en droit de
recevoir ou qu'’il doit recevoir. Nous pensons également que cette pratique pourrait
permettre de sensibiliser davantage les conseillers a I'obligation déontologique qu’ils ont
de fournir de facon objective et compléte I'information pertinente a un client qui désire se
procurer un produit ou un service financier.

Toutefois, nous sommes conscients que cette exigence pourrait présenter certains défis
ou problématiques opérationnels notamment pour les transactions effectuées par
téléphone dans le cas des OPC.

Droit de résolution / annulation

En ce qui concerne le droit d’annulation/résolution pendant le délai de réflexion, la
Chambre estime que les nouvelles mesures présentées par le Forum conjoint sont
favorables puisqu’elles constituent des ajouts aux droits actuels des investisseurs.

En terminant, au Québec, compte tenu, entre autres, des particularités du Code civil du
Québec et de la réglementation qui se fait aussi par principe, nous pensons que
certaines adaptations pourraient étre nécessaires.

Nous remercions le Forum conjoint de I'opportunité offerte a la Chambre de s’exprimer
sur ces questions et vous prions d’agréer I'expression de notre trés haute considération.

Le vice-président exécutif,
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Luc Labelle, M. Sc.






From: “Tom Tinsley” <tom.tinsley@coastcapitalsavings.com>

To: <jointforum@fsco.gov.on.ca>
Date: Fri, Oct 12, 2007 2:41 PM
Subject: Point of Sale Disclosure Comments

Hello Joint Forum Project Office

Subject - My comments on the proposed Point of Sale Disclosure Document
and Process.

I submit these after reading some of the industry published open letter
feedback so far.

My thoughts are that this clear simple disclosure including fees is very
important. Although some in the industry appear to be trying to make a
point that it will slow down trades ( on what are supposed to be long
term investment products - go figure ) this can easily be overcome by
potentially the following possibilities when other forms of presentation
of the document are not deemed possible, secure enough, or accessible -

1 - The SEDAR type system document link process.

and/or

2- Confirmed verbal reading of the disclosure to clients on the
phone. This could be done live by the rep or transfer to the applicable
disclosure taped message and then back to the rep for the trade. This
would take max five additional minutes for all involved and actually
probably would be the best way for everyone to ensure that the consumer

has received and understands this simplified but important short form
information.

Thanks for your consideration of these comments.

Tom Tinsley, CFP, CIPP/C

Senior Manager, Investment Services and Privacy Compliance
Coast Capital

Head Office, Surrey, BC

T: 604-517-7441





F: 604-953-4302

www . coastcapitalsavings.com

This email and any attachments are intended only for the recipient(s) named
in this email and may contain personal and/or confidential information. IFf
you have received this email in error, please email the sender and
centralprivacyoffice@coastcapitalsavings.com immediately, and delete the
original email. Dissemination, distribution, or copying of all or any part of
this message by anyone other than the intended recipient(s) is not
authorized. Email may not be secure, so please advise if you do not wish to
be contacted by unencrypted email in the future. Thank you.






Desjardins
Sécurité financiere«

Le 15 octobre 2007

Monsieur Neil Mohindra

Directeur temporaire des politiques
Bureau de projet du Forum conjoint
5160 Yonge Street, Box 85, 17" floor
North York (Ontario) M2N 6L9

Objet: Cadre proposé 81-406 « Information au moment de la souscription des organismes de
placement collectif et des fonds distincts »

Monsieur,

Desjardins Sécurité financiere, compagnie d’assurance vie (« Desjardins Sécurité financiere »)
est heureuse de participer a la consultation du Forum conjoint des autorités de réglementation
du marché financier (le « Forum conjoint ») sur le Cadre proposé 81-406 « Information au
moment de la souscription des organismes de placement collectif et des fonds distincts » (le
« Cadre proposé ») publié le 15 juin 2007.

Desjardins Sécurité financiére est une compagnie d’assurance vie constituée en vertu de la
Loi sur les assurances (Québec). Elle est un manufacturier de contrats individuels a capital
variable (« CICV ») offerts dans toutes les provinces canadiennes. Au 30 septembre 2007, ces
contrats représentaient plus de 730 000 000 $ d’actifs sous gestion.

Depuis le début du processus de révision de l'information au moment de la souscription
amorcé en 2003 par le Forum conjoint, Desjardins Sécurité financiére a participé activement
au groupe de travail sur les CICV de 'ACCAP qui s’est penché sur le sujet. Desjardins
Sécurité financiére a également participé a la rédaction du mémoire produit par le Mouvement
des caisses Desjardins sur le document de consultation 81-403 « Réexamen de I'information a
fournir au point de vente des fonds distincts et des organismes de placement collectif »
déposé en avril 2003.

Desjardins Sécurité financiére tient a souligner qu’elle souscrit aux objectifs du Forum conjoint
qui visent & améliorer I'information fournie aux clients lors de la souscription de titres des
organismes de placement collectif et des fonds distincts. Desjardins Sécurité financiére est
toujours préte a améliorer l'information divulguée aux clients afin que ceux-ci puissent
effectuer un choix éclairé. Considérant leur meilleur intérét, nous croyons toutefois que
certains ajustements au Cadre proposé seraient souhaitables afin de I'adapter au produit offert
et au mode de distribution utilisé par les compagnies d’assurance.

200, rue des Commandeurs
Lévis (Québec) G6V 6R2
(418) 838-7800, poste 7658
1877 828 7800, poste 7658
Télécopieur : (418) 833-5356

MP Marque de commerce propriété de Desjardins Sécurité financiére, compagnie d'assurance vie





Cadre proposé 81-406 2

A la lecture de ce qui suit, vous constaterez que la souscription & des parts ou unités
d'organismes de placement collectif est bien différente de celle a un CICV. L'information
remise aux clients lors de la souscription de chacun de ces produits doit tenir compte de leurs
particularités et par conséquent étre cohérente sans pour autant étre identique.

Le CICV

Avant toute chose, il est important de spécifier qu'un investisseur ne souscrit jamais
directement & des parts ou unités de fonds distincts contrairement aux organismes de
placement collectif. Le client souscrit plutdt a un contrat de rente, soit un CICV qui est assimilé
de par la loi a un contrat d'assurance sur la vie. Pour en déterminer la valeur, des parts fictives
sont attribuées au contrat de chaque client, mais ceux-ci n’ont aucun de droit de propriété
dans les parts attribuées a leur contrat. Ils sont propriétaires d’'un contrat de rente, ont droit de
recevoir les prestations prévues a leur contrat, lesquelles varient en fonction de la valeur
marchande d'un ou plusieurs groupes déterminés d'avoirs (fonds distincts) détenus
séparément des fonds généraux de l'assureur, et ont un droit de créance contre I'assureur
pour la valeur de leur contrat.

Pour pouvoir étre vendu, le CICV doit étre accompagné d’une notice explicative conforme a la
Ligne directrice LD2 de 'ACCAP et a la |égislation applicable dans les juridictions ou le contrat
est vendu. Cette ligne directrice est le fruit du travail commun de 'ACCAP et de I'un de ses
sous-comités composé de divers représentants de l'industrie, de concert avec le Consell
canadien des responsables de la réglementation d’assurance. Le CICV, la notice explicative et
la proposition de contrat remis au client doivent avoir été préalablement approuvés par un
examinateur, c’est-a-dire TACCAP ou un conseiller juridique externe, et par certaines autorités
en assurance ou le produit est vendu. Cette notice explicative doit étre mise a jour
annuellement ou plus fréqguemment lors de la survenance de changements importants, auquel
cas l'approbation préalable de 'ACCAP et des autorités en assurance est requise avant de
pouvoir effectuer le changement. Egalement, ce produit ne peut étre vendu que par des
représentants diment certifiés par l'autorité en assurance ou ils résident. Par exemple, au
Québec, seul un représentant en assurance de personnes (conseiller en sécurité financiére)
ayant obtenu un certificat en assurance de personnes diment émis par 'AMF peut vendre ce
contrat.

Le CICV prévoit différentes modalités :

e Des garanties a I'échéance et au déces (minimum de 75% des primes versées). Pour
pouvoir financer ces garanties, les assureurs doivent maintenir des réserves
actuarielles suffisantes;

o Différents choix de placements, c'est-a-dire que le souscripteur doit déterminer la
répartition des sommes investies dans son contrat parmi la gamme de fonds distincts
offerts par I'assureur puisque, de par la loi, I'assureur doit maintenir les sommes
investies dans un ou plusieurs groupes distincts de ses autres biens. La valeur de
linvestissement de chaque souscripteur variera en fonction du rendement de ces
fonds distincts;

e Le souscripteur peut désigner un bénéficiaire en cas de décés puisqu’il s'agit d'un
contrat assimilé a de I'assurance sur la vie;

e Les changements pouvant étre effectués aprés I'’émission du contrat doivent étre
prévus au contrat ou dans la |égislation applicable. Par exemple, les changements
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fondamentaux au contrat (majoration des frais de gestion, modification des objectifs de
placements fondamentaux, diminution de la fréquence de calcul de la valeur liquidative
par part, majoration du montant maximal de frais d'assurance) nécessitent I'envoi d'un
avis préalable de 60 jours au client avant son entrée en vigueur. Dans certains cas, de
tels changements offrent la possibilité de retirer les sommes investies sans frais;

e Le droit de transférer, sans frais, les sommes investies dans un fonds vers un autre
fonds prévu au contrat;

e Le droit pour le client a ce qu’une transaction demandée (rachat, échange d’'un fonds a
un autre ou souscription additionnelle) avant 16h00 pour un jour ouvrable donné soit
effectuée le jour-méme;

e Le droit de transformer le contrat en rente afin d’obtenir un revenu minimum.

De plus, les sommes investies sont garanties par Assuris advenant I'insolvabilité de I'assureur,
jusqu’a concurrence de la garantie souscrite aux termes du contrat.

Dans certains cas précis, le contrat peut méme étre insaisissable et donc a l'abri des
réclamations de créanciers.

La notice explicative prévoit les éléments suivants :

e Une description sommaire du contrat contenant entre autres, les prestations garanties
payables en vertu du contrat et les prestations non garanties, les droits relatifs aux
changements fondamentaux, les options de transfert et de retraits ainsi que la
méthode utilisée pour déterminer les prestations payables en vertu du contrat;

e Les renseignements relatifs a la gestion des fonds distincts incluant des
renseignements sur l'assureur établissant le contrat, les politiques de placement de
chacun des fonds distincts offerts en vertu du contrat, la fiscalité des fonds distincts et
des souscripteurs et le gestionnaire des fonds distincts;

e Les frais et dépenses relatives a l'incitation a la vente incluant le montant des frais de
gestion, dépenses, autres frais et commissions de suivi;

e Les restrictions, facteurs de risques et placements importants dans d’autres sociétés;

e Les états financiers des fonds, les faits saillants de nature financiére et les données
sur la performance des fonds;

¢ L’identité des vérificateurs indépendants ayant effectué la vérification des fonds.

Information au moment de la souscription initiale

Au moment ou avant la souscription au CICV avec Desjardins Sécurité financiere, le client
recoit le contrat auquel une notice explicative est combinée. Depuis 2002, 'ACCAP et les
autorités en assurance nous ont donné l'autorisation de combiner ces deux documents. De
cette fagon, nous nous assurons que le client a en main toute I'information dont il a besoin
lorsqu’il souscrit & son contrat.

La souscription au contrat se fait en personne avec son représentant. A ce moment, le
représentant remet au client un exemplaire de la proposition de contrat accompagnée du
contrat combiné a la notice explicative (le «contrat et notice explicative »). Avant la
souscription, le représentant peut choisir de fournir également au client de I'information a jour

sur les rendements des différents fonds disponibles sur la base de données informatiques
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Morningstar. En effet, la pratique courante dans lindustrie consiste a fournir
systématiqguement a Fund Data l'information dont les rendements des fonds disponibles et
celle-ci l'achemine par la suite a différentes sources dont Morningstar afin que les
représentants puissent avoir en main de l'information a jour. Celle-ci s'ajoute a l'information
financiére pour I'exercice financier précédent déja incluse dans le contrat et notice explicative.
Au moment ou avant la souscription, le client recoit sous forme papier I'information relative
aux fonds qu'il a sélectionnés et aux autres fonds disponibles, lesquels apparaissent dans le
contrat et notice explicative. Ensuite, il recevra une confirmation de transaction par la poste
faisant état du type de contrat acheté, des fonds sélectionnés et de I'information relative a la
transaction. Ultérieurement, il recevra les feuillets fiscaux pertinents et recus officiels pour fins
d’'imp6t, le cas échéant.

Il recevra également semi-annuellement un relevé de compte lui confirmant la valeur de son
contrat en fonction des parts qui lui sont attribuées et les montants garantis en vertu de celui-
ci, y compris un rappel qu’il peut obtenir des états financiers annuels et semi-annuels. Ainsi,
tel qu'aussi prévu a plusieurs endroits dans le contrat et notice explicative, le client peut
consulter les états financiers annuels et semi-annuels des fonds sur notre site web ou en
obtenir une copie en communiquant avec notre service a la clientele.

Transactions subséquentes

Les transactions subséquentes peuvent étre effectuées (i) par la poste directement avec
I'assureur, (i) par téléphone, habituellement par le biais du représentant lors de modifications
a la répartition du portefeuille du client en vertu d'une autorisation d’opération limitée ou (iii)
directement en personne avec le représentant. Ces transactions sont la plupart du temps
effectuées le jour-méme ou elles sont demandées. Le client s’attend a un service rapide,
pratique et accessible conforme aux termes et conditions de son contrat. Une confirmation de
transaction est ensuite acheminée aux clients aprés chaque transaction.

Le Cadre proposé

Fiches de renseignements

Le Cadre proposé prévoit I'obligation de fournir aux clients deux fiches de deux pages
chacune intitulées « Faits saillants » et « Apercu des fonds ». La premiére explique
sommairement certains aspects du contrat et la deuxiéme le fonds distinct spécifique qui a été
sélectionné par le client.

Il est par ailleurs prévu dans le Cadre proposé que ces fiches seront intégrées par renvoi dans
le contrat.

Desjardins Sécurité financiére croit que les fiches « Faits saillants » et « Apercu des fonds »
devraient étre traitées comme des éléments de communication ayant uniquement pour but
d’aider le client a comprendre ce gu'il achéte. Celles-ci devraient le référer aux diverses
sections du contrat et linviter a le consulter. Comme linformation apparaissant dans ces
fiches est tres sommaire et que le format proposé ne permet pas d'élaborer en détail sur les
spécificités du produit acheté, celles-ci ne pourraient en aucun cas étre considérées comme
étant le contrat.
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Le Cadre proposé prévoit que de nombreux éléments de ces fiches devront répondre a des
critéres obligatoires dont notamment :

o les renseignements inclus et leur ordre de présentation,
e les renseignements figurant au recto;
e les renseignements figurant au verso;

o les titres de rubriques et certaines mentions sous chaque rubrique.

Une fiche de renseignement distincte sera exigée pour chaque catégorie ou série de fonds qui
est assortie de son propre frais de gestion.

Desjardins Sécurité financiére milite en faveur d’'une réglementation basée sur des principes.
Tel que rédigé, le Cadre proposé ne laisse place a aucune marge de manceuvre. Nous
demandons donc plus de flexibilité de la part du Forum conjoint quant a la fagon de présenter
l'information.

Le Cadre proposé devrait prévoir des paramétres de présentation permettant de faire
référence au CICV dans son ensemble. Nous appuyons le format suggéré par T ACCAP dans
le cadre de la présente consultation et qui résume en quatre pages le contrat et toutes les
options de placement offertes en vertu du contrat. Il constitue une version davantage adaptée
aux produits vendus par les assureurs. Comme ce format fait état de toute la gamme des
fonds disponibles en vertu du contrat, il permet au client de comparer les rendements entre les
différents fonds et de connaitre le niveau de risque qui leur est associé.

Par ailleurs, nous soumettons que ce document de quatre pages ne devrait étre remis qu’'au
moment de la souscription au CICV sans avoir a étre remis a nouveau lors des transactions
subséquentes. Nous rappelons que toute modification au contrat doit faire I'objet d’'un avis
acheminé par la poste au client.

Au moment de la souscription

Au moment de la souscription initiale au contrat, le représentant rencontre personnellement
son client ou il lui explique les tenants et aboutissants du contrat. Le client a le droit d’étre
informé de toutes les options disponibles en vertu de celui-ci avant de signer la proposition de
contrat. Cette rencontre est d'une durée variant entre 1 heure 30 et 2 heures pendant laquelle
le représentant analyse les besoins du client en fonction de ses actifs, buts, obligations, sa
tolérance aux risques, ses connaissances en matiére d'investissement et ses objectifs
d’investissement afin de lui recommander le placement lui convenant le mieux.

Si tel que proposé, un « Apercu du fonds » distinct devait étre requis pour chaque fonds
sélectionné par le client, les représentants devraient transporter avec eux de nombreuses
fiches. A titre d’exemple, si la proposition actuelle n’était pas assouplie, les représentants
auraient a transporter environ 105 fiches pour couvrir toutes les options prévues a notre
contrat. Cette exigence pourrait limiter le nombre d'options que les représentants décident de
présenter a leurs clients. En bout de ligne, c’est le client qui en serait affecté et qui pourrait le
reprocher a l'assureur.

Conséquemment, si la suggestion de 'ACCAP n’était pas retenue, nous suggérons de
rassembler toutes les fiches « Faits saillants » et « Apercu du fonds » en un seul document de
facon semblable a ce qui existe déja dans le contrat et notice explicative que nous remettons
actuellement a tous nos clients, tel qu’exigé par la |égislation applicable. Ce document contient
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déja un sommaire du contrat, qui pourrait étre I'équivalent de la fiche « Faits saillants » s'il
était quelgque peu remodelé, ainsi que linformation relative a chaque fonds auquel le
souscripteur a droit en vertu du contrat. Chaque fonds y est décrit en deux pages. Ceci
permet au client d’avoir en main un portrait global des choix de placement disponibles en vertu
de son contrat et de faire des comparaisons entre eux. Cette facon de faire respecte le nom
du produit vendu, soit un CICV, facilite la transaction puisque toute I'information apparait dans
un seul et méme document et divulgue les colts de I'assurance que le client doit payer. Nous
pourrions donc reformater la documentation actuellement remise en fonction des exigences
révisées du Forum conjoint et des modifications corrélatives devraient étre apportées a la
Ligne directrice LD2 de 'ACCAP.

Dans le but de respecter I'esprit du Cadre proposé, nous soumettons que la facon la plus
efficace de remettre ces fiches serait par exemple de pointiller toutes les pages relatives aux
fonds incluses dans le contrat et notice explicative. Le représentant pourrait détacher et
remettre au client les pages relatives aux fonds sélectionnés et ainsi attirer son attention sur
les caractéristiques de son choix. Nous requérons également plus de flexibilité quant au
contenu des fiches afin de pouvoir ajouter, entre autres, des liens graphiques entre la fiche et
les différentes rubriques du contrat et notice explicative (par exemple au moyen de bulles
placées a c6té de I'information prescrite et contenant une référence aux rubriques spécifiques
et pages pertinentes du contrat et notice explicative) et autres codes graphiques pour que le
client identifie facilement le degré de risque rattaché a chaque fond. Finalement, nous croyons
gu’'une seule fiche par fond suffit, pourvu qu’elle présente tous les ratios de frais de gestion ou
types de garanties disponibles. C'est dans la proposition de contrat que le représentant
confirme au client quelle échelle de frais et quel type de garantie ont été choisis.

Transactions subséquentes

Nous croyons que les fiches « Apercu du fonds » ne devraient pas obligatoirement étre
remises au client avant qu'il puisse procéder a des transactions subséquentes puisque que
son contrat et notice explicative contient déja toute cette information. Le Cadre proposé aurait
pour effet de retarder le processus d’achat du client. Ceci pourrait également inciter le client a
acheter des produits souvent plus risqués, mais moins réglementés, disponibles lorsqu'il le
désire sans lourde formalité.

Pour toutes les transactions subséquentes, nous proposons de joindre systématiguement a
chaque confirmation de transaction la fiche « Apercu du fonds » pour le placement choisi. Ceci
respecte les conditions des contrats en vigueur qui stipulent que toute transaction sera
effectuée le jour méme si le client en fait la demande avant 16h pour un jour ouvrable donné.
De plus, le souscripteur serait présumé avoir recu la fiche dans les 48 heures suivant sa mise
a la poste, sans nous obliger a conserver de registre ou de preuve quelconque d’envoi ou de
réception. Dans tous les cas, la confirmation de transaction prévoirait la possibilité d’obtenir la
fiche « Apercu du fonds » en tout temps et des rappels dans les relevés de portefeuille et
confirmations de transactions mentionneraient que I'information est disponible sur notre site
web et par téléphone.

En tout état de cause, il est nécessaire de tenir compte des droits contractuels des détenteurs
de contrats actuellement en vigueur dans I'évaluation des ajustements proposés. L'objectif du
Cadre proposé qui vise a améliorer la communication de I'information ne doit pas se faire au
détriment des intéréts financiers des clients. Le Cadre proposé aurait pour effet de les
empécher dinvestir des montants additionnels ou effectuer des changements a leur
portefeuille lorsqu’ils le désirent malgré les dispositions de leur contrat. Si le Cadre proposé
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n'était pas modifié, une intervention législative sera requise pour réduire les droits conférés
aux détenteurs de contrats actuels.

Augmentation des codts

Il est également nécessaire de prendre en considération que les exigences prévues au Cadre
proposé pourraient entrainer une augmentation des codts, ce qui risque d'affecter le
rendement net sur I'investissement des clients.

Conclusion

En résumé, Desjardins Sécurité financiére :
e Appuie linitiative du Forum conjoint qui vise a améliorer I'information fournie aux
clients;

e Demande au Forum conjoint de prendre en considération les particularités du produit
offert par les assureurs, soit un CICV,

e Croit que les fiches « Faits saillants » et « Apercu du fonds » devraient étre traitées
comme des éléments de communication invitant a consulter le contrat sans toutefois
en faire partie;

e Milite en faveur d’'une réglementation basée sur des principes;

e Appuie le format de divulgation suggéré par 'ACCAP (Annexe A) dans le cadre de la
présente consultation, lequel résume en quatre pages le contrat et toutes les options
de placement offertes en vertu du contrat lors de la souscription initiale;

e Est préoccupée par le Cadre proposé qui pourrait limiter le nombre d’options que les
représentants décident de présenter a leur client si des fiches séparées devaient étre
remises bien qu’il y ait d’autres options offertes en vertu du contrat;

e Alternativement, si la suggestion de 'ACCAP n’était pas retenue, permettre de
rassembler toutes les fiches « Faits saillants » et « Apercu du fonds » remodelées
selon nos suggestions précédentes en un seul document de fagcon semblable a ce qui
existe déja dans le contrat et notice explicative que nous remettons actuellement a nos
clients lors de la souscription initiale;

e Propose d’envoyer les fiches « Apercu du fonds » en méme temps que la transmission
de la confirmation de transaction pour les transactions subséquentes, puisque le client
a déja en main toutes les options disponibles dans le contrat et notice explicative remis
lors de la souscription initiale;

e Demande au Forum conjoint de prendre en considération les droits prévus aux
contrats actuellement en vigueur.

Egalement, nous suggérons que la mise en ceuvre du Cadre proposé puisse étre effectuée de
facon progressive. D’abord lors de la souscription initiale, puisque les ajustements requis sont
assez simples, et ensuite lors des transactions subséquentes de fagcon a continuer de
chercher des approches gagnantes et nous permettre d'apporter les modifications nécessaires
a nos procédures et systémes informatiques.
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Nous croyons qu’une consultation future entre le Forum conjoint et ’TACCAP pourrait mener a
une solution avantageuse pour les clients, tout en tenant compte du produit offert par les
assureurs. Depuis longtemps l'industrie de I'assurance a favorisé le travail d’équipe entre un
groupe de travail réunissant différents experts de lindustrie et un comité composé des
différentes autorités en assurance. Ce serait ici encore une excellente opportunité de
démontrer I'efficacité de cette procédure.

Pour conclure, Desjardins Sécurité financiére assure le Forum conjoint qu’il peut compter sur
sa collaboration tout en souhaitant que les observations et commentaires mentionnés
précédemment seront pris en considération.

Veuillez agréer, Monsieur, I'expression de nos meilleurs sentiments.

Monique Tremblay
Premiere vice-présidente
Epargne et fonds distincts





APERCU DES FONDS

REVENU FIXE ET TITRES LIQUIDES

RFG (en fin
Nom du fonds Catégorie IFSC Risque d'exercice | Rendement composé annuel
du fonds)
REPARTITION DE L'ACTIF lan 3ans 5ans 10ans DcPulssa
creation

Portefeuille prudent Equilibré canadien De faible & modéré 2,57 5,98 431] 458 s.o. 5,74
Portefeuille confiant Equilibré canadien Modéré 2,94 11,38 0,20 4,81 s.o. 6,27
Portefeuille dynamique Equilibré canadien De modéré a élevé 3,03 12,76 -3,10 3,29 s.o. 5,51

Depuis sa
création

Marché monétaire (TNIM) Marché monétaire canadien |[Faible 1,31 1,71 S. 0. S. 0. S. 0. 6,85
Titres a revenu fixe Obligations canadiennes Faible 2,38 4,05 5,48 S. 0. S. 0. 5,59
Hypothéques (TNIM) Hypotheques canadiennes  |Faible 2,36 4,83 5,79 4,80 5,74 8,38
EQUILIBRE 1 3 5 19 Depuissa
création

Revenu (TNIM) Equilibré canadien Faible 2,17 6,76 5,12 5,45 7,92
Equilibré (Mackenzie) Equilibré canadien De faible & modéré 2,79 7,90 2,70 7,33 6,94
Croissance et revenu (AGF) Equilibré canadien De faible a modéré 2,82 12,10 0,92 4,92 4,46
Dividendes (TNIM) Dividendes canadiens De modéré a élevé 2,58 17,13 7,87 9,08 S. 0. 8,08
Indiciel d'actions (TNIM) Actions can_ad!enr_\es a4 Ard 3 dleyd

grande capitalisation De modéré a élevé 2,36 23,84 -3,31 4,08 6,04 7,26

Croissance des actions (AGF)

CANADIEN SPECIALISE

Actions canadiennes a petite
capitalisation

Elevé 3,31

6,97
Depuis sa

création

Immobilier (TNIM) Immobilier De modéré a élevé 2,95 4,04 5,40 6,09 5,07 5,05
Ressources canadiennes (AGF) Ressources naturelles Elevé 3,31 40,77 19,99 | 17,00 S. 0. 4,73
Canadien Science et technologie (TNIM) [Science et technologie Elevé 3,10 25,00 | -24,04 | s.o. S. 0. -24,71

Ethique (TNIM)

ACTIONS ETRANGERES

Américain de croissance (AGF)

Spécialités/Divers

Actions américaines

De modéré a élevé

De modéré a élevé 2,93

1,94
Depuis sa
création
-1,24

Actions internationales (Putnam)

ETRANGER SPECIALISE

Croissance asiatique (AGF)

Actions internationales

Actions d'Asie-Pacifique

De modéré a élevé

Elevé 3,43

S. 0.

5,07
Depuis sa
création

0,05

Actions européennes (Sceptre)

Actions européennes

Elevé 2,49

S. 0.

-1,47

Fonds distincts Assurisgues

Voici les éléments de base que vous devriez connaitre avant de
souscrire une police de Fonds distincts Assurisques.

Lorsque vous souscrivez une police Assurisques, I'argent que vous
versez est placé dans les fonds distincts de votre choix. Le tableau
figurant en fin de document décrit brievement les fonds offerts.

Votre conseiller peut vous fournir davantage de détails sur ces
options de placement. Vous pouvez en outre demander, pour
chacun des fonds qui vous intéressent, une fiche de renseignements
qui vous donnera un apercu de ces fonds, ou accéder aux fiches en
ligne, a www.geanteassurance.com\fonds\info. Les renseignements
propres aux divers fonds sont mis a jour réguliérement.






FAITS SAILLANTS

En investissant dans des Fonds distincts Assurisques, vous combinez le potentiel de croissance des fonds de placement , , » .
Vous pouvez retirer une partie ou la totalité de votre argent a tout moment, en sachant :

avec. e qu'il est possible que des frais d'acquisition ou des frais de retrait s’appliquent;
. R , ) ) , e que les retraits ont pour effet de réduire le montant que vous obtenez aux termes de la garantie.
e une garantie qui protége votre investissement en cas de baisse des marchés;
e Une garantie en matiere de capital-déces;
e Uune option de revalorisation de votre garantie, si votre placement prend de la valeur;
e une protection contre les créanciers et des avantages fiscaux possibles.

Vous pouvez annuler votre police en envoyant un avis écrit a La Géante Assurance dans les deux jours ouvrables suivant la signature de la proposition.
La garantie en cas de déceés joue immédiatement, mais vous devez conserver la police pendant au moins 10 ans avant de pouvoir bénéficier de certains o \ous recouvrerez le montant que vous avez investi ou moins si la valeur de vos placements a baissé.
autres avantages. Vous devez donc considérer ce produit comme un placement a long terme. e On vous remboursera aussi tous les frais d'acquisition que vous aurez payés.

Ces avantages vous sont offerts moyennant des frais d’assurance annuels, et donc des frais de gestion (RFG) plus élevés.

Vous pourriez avoir a payer des frais d'acquisition. Le tableau qui suit donne un apergu de vos options. Demandez a votre conseiller de vous expliquer le
pour et le contre de chaque option. Votre conseiller peut aussi vous parler des autres options de frais d'acquisition disponibles sur des fonds semblables.

Vous pouvez choisir parmi les 20 fonds distincts figurant en fin de document. Votre conseiller vous aidera a choisir Vos options de frais Ce que vous Ce que vous devez également savoir
ceux qul vous conviennent. d'acquisition payez
Vous pouvez changer de fonds & tout moment, mais sachez que : (v Choisissez une option)
e cela pourrait entrainer une modification de vos garanties; T e ] S _
. N h de fonds. devoir paver des frais d'acquisition (En %) (En $) . lLes frais dacqmsnm initiaux sont déduits du montant acheté, ce qui signifie qu'une somme moins
® vous pourriez, au moment ou vous changez ' pay q ' O Frais d’acquisition initiaux Entre 0 % et 4 % au moment | Entre 0$ et 40 $ sur chague importante est investie dans le fonds.
de l'achat tranche de 1 000 $ achetée
Vous trouverez I'information voulue sur chaque fonds dans le tableau Apercu des fonds (fin de document), ce qui vous aidera a comparer les différents fonds du point de A ' . e
. N P +  Demandez a votre conseiller de vous informer des frais d'acquisition & payer sur le montant
vue des risques, des codts et du rendement antérieur. acheté.

O Frais d'acquisition différés Sivous vendez dans les délais| Entre 0 $ et 60 $ surchaque | « Il s'agit d'un tarif fixe.
. cecs . i : he de 1 000 d
Des options différentes peuvent se rattacher aux divers fonds. e g0y | enedel00Svendue

+ Lesfrais d'acquisition différés sont déduits du montant vendu, ce qui signifie que vous récupérez

i 0 L R
moins de 2 ans g une somme moins importante & la vente.

moins de 3 ans 4,0%

Garantie Garantie moinsde 4ans  3,0%
(en % du montant versé, si vous conservez (en 9% du montant versé, au décés) moinsde5ans  2,0% + Vous pouvez vendre jusqu'a x % de vos parts chaque année sans que ces frais ne s'appliquent.
. . ! moinsde6ans  1,0%
la police pendant au moins 10 ans) 6 ans ou plus aucuns
Garantie totale 100 % 100 %
Garantie combinée 75 % 100 %
Garantie de base 75 % 75 %

o Le conseiller touche normalement une commission lorsque vous souscrivez la police et allouez des primes a un fonds.
I touche également sur une base continue une commission tant que vous détenez le fonds. Cette commission est appelée « commission de suivi ».

La garantie & 100 % codte plus cher que la garantie & 75 %. Le co(t de I'assurance vient s'ajouter aux frais de gestion du Les taux de commission dépendent de I'option que vous retenez pour les frais d'acquisition. Votre conseiller peut vous informer des taux de
fonds. C'est ce total (RFG) que vous devez payer chaque année. Se reporter au tableau Apercu des fonds pour connaitre le commission associés a ce fonds et établir une comparaison avec des fonds semblabes.
’ a pay q ’ P pere P o Lasociété de gestion de fonds verse les commissions a I'entreprise pour laquelle votre conseiller travaille. Cette entreprise remet a votre conseiller

colt de chacun des fonds. une partie ou la totalité des commissions.
e Les commissions constituent une partie des dépenses annuelles du fonds.

Il'y a certains fonds plus risqués, pour lesquels on ne peut obtenir la garantie totale.

Si vous conservez la police pendant 10 ans ou si vous décédez, vous ou vos bénéficiaires recevrez, du montant garanti ou de la valeur marchande de votre

investissement, le montant le plus élevé. Cela signifie que, si le marché a baissé, vous ou vos bénéficiaires recevrez 75 % ou 100 % du montant que vous . . ) R .
aurez versé (selon la garantie choisie), moins les frais ou les retraits que vous aurez effectués Pour de plus amples renseignements sur ce fonds distinct et sur votre contrat d'assurance, adressez-vous a votre conseiller ou contactez :

Les garanties totale et combinée vous permettent de réinitialiser le montant de vos garanties en fonction du gain, lorsque votre placement a pris de la valeur.
Certaines restrictions s'appliquent.

LA GEANTE La Géante Assurance

100, rue Quelconque, Nimportou NB T5J 3G8
ASSURANCE Téléphone : (780) 555-1212

Sans frais : 1 800 GEANTEA
Courriel : Assurisques@geanteassurance.com
Vous pouvez choisir des bénéficiaires qui hériteront du capital-déces garanti. Demandez des précisions a votre conseiller. Site Web : www.geanteassurance.com

Cette police prévoit le versement d'une rente a I'échéance, a moins que vous n'en décidiez autrement.
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Desjardins
Financial Security®

October 15, 2007

Mr. Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Yonge Street

Box 85, 17" Floor

North York, ON M2N 6L9

Re: Proposed Framework 81-406: “Point of Sale Disclosure for Mutual Funds and
Segregated Funds”

Sir:

Desjardins Financial Security Life Assurance Company (“Desjardins Financial Security”) is
pleased to be participating in the Joint Forum of Financial Market Regulators (“Joint Forum”)
consultation on the Proposed Framework 81-406: Point of Sale Disclosure for Mutual Funds and
Segregated Funds (“Proposed Framework”), published June 15, 2007.

Desjardins Financial Security is a life insurance company incorporated under An Act respecting
insurance (Quebec). It manufactures individual variable insurance contracts (“IVIC”), which are
offered in all provinces of Canada. As of September, 30, 2007, these contracts represented
more than $730,000,000 in managed assets.

From the time the Joint Forum began the process to review point-of-sale disclosure in 2003,
Desjardins Financial Security has actively participated in the CLHIA IVIC Working Group, which
has been working with a sub-committee of the Canadian Council of Insurance Regulators on
this initiative. Desjardins Financial Security also took part in drafting the memorandum issued by
Desjardins Group on Consultation Paper 81-403: “Rethinking Point of Sale Disclosure for
Segregated Funds and Mutual Funds”, tabled in April 2003.

Desjardins Financial Security would like to stress that it supports the Joint Forum objectives,
aimed at improving the information delivered to clients at the time they purchase mutual funds
and segregated funds. Desjardins Financial Security is always ready to improve the information
disclosed to clients, so that they can make an informed decision. We believe, however, that it
would be in the client's best interest if certain adjustments were made to the Proposed
Framework to adapt it to the products offered and distribution methods used by insurance
companies.

In reading the following, you will note that the purchase of mutual fund units differs considerably
from the purchase of IVICs. The information provided to clients when they purchase each of

200, rue des Commandeurs
Lévis (Québec) G6V 6R2
(418) 838-7800, ext. 7658
1877 828 7800, ext. 7658
Fax : (418) 833-5356

® Registered trademark owned by Desjardins Financial Security
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these products must take into account their specific features and, consequently, be consistent
without however being identical.

IVIC

Above all, it should be specified that, unlike mutual funds, an investor never purchases
segregated fund units directly. Rather, the client purchases an annuity contract, namely an IVIC,
which is assimilated by law to a life insurance contract. To establish its value, fictional units are
allocated to each client’s contract, but clients have no ownership rights to the units allocated to
their contract. They own an annuity contract, have the right to receive the benefits specified
under their contract, which vary according to the market value of one or more specified groups
of assets (segregated funds) held separate and apart from the insurer's general assets, and
have a right of claim against the insurer for the value of their contract.

To qualify for sale, the IVIC must be accompanied by an information folder which meets the
requirements of the CLHIA Guideline G2 and the applicable legislation of the jurisdictions where
the contract is sold. The Guideline is a joint effort of the CLHIA and one of its sub-committees,
comprised of various industry representatives, together with the Canadian Council of Insurance
Regulators (CCIR). The IVIC, information folder and contract application form delivered to the
client must first be approved by a reviewer, i.e., CLHIA or outside legal counsel, and by
insurance authorities where the product is sold. The information folder must be updated
annually or more frequently when there is a material change, in which case prior approval from
the CLHIA and insurance authorities is required before any changes can be made. As well, this
product can only be sold by representatives duly licensed by the insurance authority of their
province of residence. For example, in Quebec, only a life insurance agent (financial security
advisor), licensed to sell life insurance by the Autorité des marchés financiers (AMF), can sell
this contract.

IVIC terms and conditions:

e Maturity and death benefit guarantees (minimum of 75% of premiums paid). Life
insurance companies must retain adequate actuarial reserves to fund these guarantees.

e Various investment choices, i.e., the contract holder determines how the amounts
invested in his contract are allocated among the range of segregated funds offered by
the life insurance company since, by law, the life insurance company must maintain the
amounts invested in one or more groups of assets separate and apart from its general
assets. The value of each contract holder’'s investment varies based on the return of
these segregated funds.

o The contract holder can designate a beneficiary in the event of death, since this contract
is a life insurance contract.

e The type of changes that can be made to a contract after issue must be reserved in the
contract or mandated by applicable legislation. For example, fundamental change rights
(increase in management fees, change in fundamental objectives, reduced frequency of
calculation of value per unit, increase in maximum insurance fee amount) require that 60
days’ prior notice be given to the client before these can take effect. In certain cases,
such changes allow for withdrawals to be made with no fees.

e The right to transfer, with no fees, the amounts invested in a fund to another fund under
the contract.





Proposed Framework 81-406 3

o The right for a client to have a transaction (redemption, switch from one fund to another
or additional purchase) requested prior to 4 p.m. on a given business day executed that
same business day.

e The right to convert the contract into an annuity to obtain a minimum income.

In addition, the amounts invested are guaranteed by Assuris should the life insurance company
become insolvent, up to the amount guaranteed under the terms of the contract.

In certain specified cases, the contract may even be unseizable and thus offer protection from
creditors.

The information folder must contain the following:

e A executive summary of the contract containing, among other things, the guaranteed
benefits payable under the contract, non-guaranteed benefits, fundamental change
rights, transfer and withdrawal options, as well as the method used to determine the
benefits payable under the contract.

e Information pertaining to the management of the segregated funds, including information
on the life insurance company setting up the contract, investment policies of each
segregated fund offered under the contract, tax aspects pertaining to the segregated
funds and contract holders and segregated fund managers.

e Fees and expenses related to the sales effort, including management fees, expenses,
other fees and charges and “trailer” fees.

e Restrictions, risk factors and material investments in other companies.
e Financial statements of the funds, financial highlights and fund performance data.

e Name of the independent auditors who audited the funds.

Information at the time of initial purchase

At the time of or prior to the purchase of the IVIC from Desjardins Financial Security, the client
receives one document, which contains the contract and the Information Folder. Since 2002, we
have had authorization from the CLHIA and insurance authorities to combine the two
documents. Consequently, this ensures that the client has all the information he needs before
purchasing the contract.

The purchase of the contract is done in person with the representative. At that time, the
representative gives the client a copy of the Contract and Information Folder (“Contract and
Information Folder”). Before the purchase, the representative can also opt to provide the client
with up-to-date information on the returns of the various funds available on the Morningstar data
base. In fact, current industry practice consists in systematically providing Fund Data with the
information including the returns of the funds available, which then sends it to different sources,
including Morningstar, so that the representatives have up-to-date information on hand. This is
in addition to the financial information for the previous financial year, which is already included
in the Contract and Information Folder. At the time of or prior to the purchase, the client
receives a paper copy of the information on the funds selected and other available funds, which
are described in the Contract and Information Folder. Then, the client receives a trading
confirmation by mail indicating the contract type purchased, funds selected and trading
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information. Subsequently, he will receive the relevant tax slips and official tax receipts, as
applicable.

The client also receives a semi-annual statement, confirming the value of his contract, based on
the units allocated to it and the amount guaranteed under the contract, along with a reminder
that he can obtain semi-annual and annual financial statements. Thus, as provided for in
several sections of the Contract and Information Folder, the client can consult the fund’s annual
and semi-annual financial statements on our web site or request a copy by contacting Customer
Service.

Subsequent transactions

Subsequent transactions can be done (i) by mail directly with the insurance company, (ii) by
phone, typically with the representative when changes are made to the client’'s portfolio
allocation under a limited trading authorization or (iii) directly with the representative. In most
cases, the trades are carried out the same day they are requested. Clients expect rapid, user-
friendly and accessible service in compliance with the terms and conditions of their contract. A
trading confirmation is sent to clients after each transaction.

Proposed framework

Information documents

The Proposed Framework contains the obligation to provide clients with two two-page
documents entitled “Key Facts” and “Fund Facts”. The first document is a summary of certain
aspects of the contract, while the second document provides information about the specified
segregated fund selected by the client.

The Proposed Framework also specifies that these documents will be incorporated by reference
into the contract.

Desjardins Financial Security believes that the Key Facts and Fund Facts documents should be
considered communications tools for the sole purpose of helping the client understand what he
is purchasing. These documents should refer the client to the various sections of the contract
and invite him to consult it. Since the information on the two documents is summary information
and since the prescribed format lacks sufficient space to detail the specificities of the product
purchased, they cannot be deemed to be the contract.

The Proposed Framework provides that many aspects of the Key Facts and Fund Facts
documents be mandated, including:

e Items and presentation order

e Items on the first page

e Items on the second page

e Section headings and certain language in each section

A separate information document will be required for each class or series of a fund that has a
separate MER.





Proposed Framework 81-406 5

Desjardins Financial Security favours principles based regulation. As written, the Proposed
Framework leaves no margin. Therefore, we are asking the Joint Forum for more flexibility in
terms of how the information is presented.

The Proposed Framework should provide presentation parameters that allow reference to be
made to the IVIC as a whole. We support the format proposed by the CLHIA as part of its
present consultation and which summarizes, in four pages, the contract and all of the
investment options offered under the contract. This format is better adapted to the products sold
by life insurance companies. Since it presents the full range of funds available under the
contract, it allows the client to compare returns and associated risk levels among the various
funds.

Moreover, we suggest that this four-page document be delivered to the client only when the
IVIC is purchased and not for subsequent transactions. It should be noted that the client must
receive notification if any changes are made to the contract.

At the time of purchase

At the time of the initial purchase of the contract, the representative meets with the client
personally and explains the full details of the contract. The client has the right to receive all the
information about the options available under the contract before he signs the contract
application form. This meeting lasts between one and half hour and two hours, during which
time the representative analyses the client's needs based on his assets, objectives, obligations,
risk tolerance, investment knowledge and objectives, so that he can recommend the investment
best suited to him.

If, as proposed, a separate “Fund Facts” document has to be delivered for each fund selected
by the client, representatives will have to carry a pile of documents around with them. For
example, if the current proposal is not streamlined, the representatives would have to carry
about 105 documents to cover all of the options provided for under our contract. This
requirement could limit the number of options that the representative decides to present to his
clients. In the end, it is the client who will be affected and who will have cause for complaint
against the life insurance company.

Consequently, should the CLHIA’s suggestion not be acceptable, we suggest that all Key Facts
and Fund Facts documents be combined into a single document, similar to the document which
already exists in the Contract and Information Folder currently delivered to all our clients, as
required under the applicable legislation. This document already contains an executive
summary, which could be the equivalent of the Key Facts document, if it were revised
somewhat, as well as information about each fund to which the client is entitled under the
contract. Each fund is described in two pages. This provides the client with an overview of the
investment choices available under his contract and allows him to compare them. This way of
doing things respects the type of product sold, namely an IVIC, facilitates the transaction since
all the information appears in a single document and discloses the costs the client must pay.
The documentation currently delivered could be reformatted based on the Joint Forum’s revised
requirements and correlative changes would need to be made to CLHIA Guideline G2.

In order to respect the spirit of the Proposed Framework, we submit that the most efficient way
of distributing these documents would be, for example, to have a perforated dotted line on all
fund-relevant pages that are included in the Contract and Information Folder. The representative
could thus tear out the selected fund page, give it to the client and draw his attention to the
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features of the fund selected. We also require greater flexibility when it comes to the content of
the documents, so that we can add, among other things, graphic links between the Key Facts
and Fund Facts documents and the various Contract and Information Folder headings (for
example, placing balloon graphics next to the prescribed information containing a reference to
the specified headings and relevant pages of the Contract and Information Folder), as well as
other graphic codes so that the client can easily identify the degree of risk of each fund. Lastly,
we believe that a single document per fund is sufficient, provided it presents all the MERs or
guarantees available. The information on the contract application form confirms the fee
schedule and type of guarantee selected by the client.

Subsequent transactions

We believe that delivery of the Fund Facts document to the client should not be mandatory
before subsequent purchases can be made, since all the information is already contained in the
Contract and Information Folder. The Proposed Framework would have the effect of delaying
the client's purchase. This could also result in the client purchasing often riskier, but less
regulated, products that are available whenever he wishes.

We propose that the Fund Facts document be routinely mailed with each trading confirmation
for the fund(s) chosen. This respects the conditions of the contract in force, which stipulates
that all trading requests made by the client before 4 p.m. on a given business day will be
executed that day. Moreover, the purchaser would be presumed to have received the Fund
Facts document within 48 hours of its being mailed, without our being obliged to keep a register
or proof of mailing or receipt. In all cases, the trading confirmation would give the client the
option of obtaining the Fund Facts document at any time, and reminders in the client statements
and trading confirmations would mention that the information is available upon request through
the internet and by phone.

In any case, the contractual rights of holders of in-force contracts must be considered when
evaluating the proposed changes. Clients’ financial interests must not be adversely affected by
the objective of the Proposed Framework, which is to improve how information is
communicated. The Proposed Framework would have the effect of preventing them from
investing additional amounts or making changes to their portfolio when they wish, despite the
contract provisions. Should the Proposed Framework not be modified, amendments to the
legislation would be required to reduce the rights of our current contract holders.

Increased costs

It should also be taken into account that the requirements provided for in the Proposed
Framework could raise costs, which risks affecting the net return on clients’ investments.

Conclusion

In summary, Desjardins Financial Security:

e Supports the Joint Forum initiative aimed at improving the information delivered to
clients.

e Requests the Joint Forum take into consideration the specificity of the products offered
by life insurance companies, namely IVICs.
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e Believes that the Key Facts and Fund Facts documents should be considered
communications tools that invite the client to consult the contract without, however,
being part of it.

e Isin favour of principles based regulation.

e Supports the disclosure format suggested by the CLHIA (Schedule A) as part of the
present consultation, which summarizes, in four pages, the contract and all the
investment options offered under the contract at the time of the initial purchase.

e Is concerned that the Proposed Framework could limit the number of options that
representatives decide to present to their clients if separate documents are required to
be delivered, even though other options are available under the contract.

e Alternatively, if the CLHIA suggestion is not accepted, have the Key Facts and Fund
Facts documents, revised as per our suggestions, bound into a single document similar
to the one that already exists in the Contract and Information Folder that we currently
deliver to our clients at the time of the initial purchase.

e For all subsequent transactions, send the Fund Facts documents at the same time as
the trading confirmation is sent, since the client already possesses all the options
available in the Contract and Information Folder delivered to him at the time of the initial
purchase.

e Ask the Joint Forum to take into consideration the rights provided for under the contracts
currently in force.

Furthermore, we suggest that the Proposed Framework be implemented progressively. First,
for the initial purchase, since the required adjustments are relatively straightforward, and then
for subsequent transactions, so that we can continue to seek optimal approaches and make the
necessary changes to our procedures and IT systems.

We believe that future consultation between the Joint Forum and the CLHIA could result in a
beneficial solution for clients, while taking into account the product offered by life insurance
companies. The insurance industry has long promoted team work among a cooperative
approach between various working groups comprised of various industry representatives and
committees comprised of insurance authorities. This would again provide an excellent
opportunity to show how effective the process can be.

To conclude, Desjardins Financial Security would like to assure the Joint Forum of its full
cooperation, and trusts that the observations and comments it has made herein will be taken
into consideration.

Yours sincerely,

Monique Tremblay
Senior Vice-President
Savings and Segregated Funds





FUND FACTS

MER (as at
IFSC Fund . { . Performance (Annual
AL T Category kS AUl e Compound Return)
Year End)
Since
ASSET ALLOCATION FUNDS 1Yr 3Yr 5Yr 10Yr Start
Conservative Portfolio Fund Canadian Balanced Low to Moderate 257 5.98 4.31 458 N/A 5.74
Advanced Portfolio Fund Canadian Balanced Moderate 2.94 11.38 0.20] 481 NA 6.27
Aggressive Portfolio Fund Canadian Balanced Moderate to High 12.76 -3.10[  3.29] N/A 5.51
FIXED INCOME AND CASH EQUIVALENT FUNDS
Money Market (TNIM) Canadian Money Market .
IFixed-Income Portfolio Fund Canadian Bond Low 2.38 4.05 548 N/A N/A 5.58
Mortgage (TNIM) Canadian Mortgage Low 2.36 4.83 5.79 4.80 5.74 8.38
BALANCED FUNDS 1 3 5 10 ss't"aff
Income (TNIM) Canadian Balanced Low 217 6.76 5.12 545 N/A 7.92
Balanced (Mackenzie) Canadian Balanced Low to Moderate 2.79 7.90 2.70 7.33 N/A 6.94
Growth & Income (AGF) Canadian Balanced Low to Moderate 282 12.10 0.92 4.92 N/A, 4.46
Dividend (TNIM) Canadian Dividend Moderate to High 258 17.13 7.87 9.08 N/A 8.08
. Canadian Large Cap
SR S Ecuity Moderate to High 236 284 | 331 | 408 | 604 | 726
) Canadian Small Cap
) Ecuity High 3.31 2677 | 390 | 807 | NA | eg7
CANADIAN SPECIALTY FUNDS 1 3 5 10 Since
Start
G ST Real Estate Moderate to High 2.95 4.04 540 6.09 5.07 5.05
Canadian Resources (AGF) Natural Resources High 3.31 40.77 | 19.99 | 17.00 N/A 4.73
e e e | Lo 3.10 25.00 | -2404 | NA | N | -247d
ST Specialty or Miscellaneous |Moderate to High 278 2707 | 189 | N | Na 184
Since
FOREIGN EQUITY FUNDS 1 3 5 10 Start
(sl G (Acl) U.S. Equity Moderate to High 293 100 | 1690 |-1046| Nia | -124
International Equity (Putnam) International Equity Moderate to High 3.94 11.15 | -1.31 N/A 5.07
Since
FOREIGN SPECIALTY FUNDS 1 3 5 10 Start
Asian Growth (AGF) Asia/Pacific Rim Equity High 12.08 | -4.53 0.36 N/A, 0.05
European Equity (Sceptre) European Equity High 249 982 | -11.33 | -580 | N/A -147

Choice Segregated Funds

Here are the basic things you should know before you enter into a
Choice Segregated Funds policy.

When you enter into a Choice policy, the money you put into the policy
is invested in the segregated funds you choose. The available funds
are briefly described in the accompanying chart.

Your advisor can provide you with more detailed information about these
investment options. You may also request a fund fact sheet for each
fund that you are interested in or can access this on the company’s
website at www.giantfinancial.com\fund facts\info. Fund specific information
IS updated on a regular basis.






KEY FACTS

When you invest in Choice Segregated Funds, you combine the growth potential of investment funds with:

guarantee to protect your investment if the markets go down

death benefit guarantee

option that lets you reset your guarantee to a higher amount if your investment goes up
possible creditor protection and tax advantages.

The death benefits guarantee is available immediately, but you will have to hold the policy for 10 years or longer to get some of the other benefits. You
should consider this a long-term investment.

You pay an annual insurance cost, and therefore a higher MER, to get these benefits.

You can choose from the 20 segregated funds listed on the back of this page. Your adviser will help you choose the

funds that are right for you.

You can change funds at any time. However:

e changing funds may affect your guarantees

e you may have to pay fees or sales charges when you change funds.

You'll find information about each fund in the Fund Facts chart at the back of this document. The chart will help you see how the different funds compare in
terms of risk, cost and past performance.

Each fund may have different guarantee options.

You can take out some or all of your money at any time:

o sales charges and withdrawal fees may apply

o withdrawals reduce the amount you get under the guarantee

You can cancel your policy by notifying Giant Insurance in writing within two business days of signing an application.
o you will get back the amount you invested or less if the value of your investments has gone down
o you will also get back any sales charges you paid

You may have to pay a sales charge. The table below outlines your options. Ask your adviser to explain the pros and cons of each option. Your adviser can
also tell you about other sales charge options available on similar funds.

Your sales charge
options (v Choose one)

What you pay

What else you should know

(In per cent %) (In dollars $) The initial sales charge is deducted from the amount you buy.
O Initial sales charge 0 to 4% when you buy 0 to $40 on every That means less of your money is invested in the fund
$1,000 you buy
Ask your adviser to tell you the sales charge on the amount you're buying.
O Deferred sales charge If you sell within: 0to $60 on every This is a set schedule.
lyearofbuying  6.0% $1,000 you sell
2 years of buy!ng Bl The deferred sales charge is deducted from the amount you sell. That means you get less
3years of buying  4.0%
4yearsofbuying  3.0% of your money back.
5years of buying  2.0%
6 years of buying  1.0% You may redeem up to x% of your units each year before this fee is applicable.
After 6 years none

Guarantee Guarantee Guarantee
option (as % of amount invested, (as % of amount invested,
if you hold policy for 10 years or more) on death)
Full 100% 100%
Combined 75% 100%
Basic 75% 75%

The 100% guarantees cost more than the 75% guarantees. The insurance cost is added to the fund expenses to
come to the total charge (MER) you will pay each year. See Fund Facts for cost of each fund.

The full guarantee is not available on some higher risk funds.

If you hold the policy for 10 years or if you die, you or your beneficiaries will get the market value of your investment or the guarantee amount, whichever is
higher. That means if the market has gone down, you or your beneficiaries will get 75% or 100% of what you paid in (depending on the guarantee you've
chosen), less any fees or withdrawals you have made.

The full and combined guarantees let you reset your guarantee amount when there are gains on your investment and base the guarantee on the higher amount.

Some restrictions apply.

This policy will pay you an annuity at maturity unless you select otherwise.

You can choose beneficiaries to inherit the guaranteed death benefit. Ask your adviser for details.

o Your adviser will normally get a commission when you enter into the policy and direct premiums to a fund.
e Your adviser also gets an ongoing commission for as long as you hold the fund. This is called a “trailing commission”.
e The commission rates depend on the sales charge option you choose. Your adviser can tell you the commission rates for this fund, and how they

compare with similar funds.

o The fund company pays the commissions to the company your adviser works for. The company pays your adviser some or all of these commissions.
e The commissions are part of the fund's annual expenses.

For more information about this segregated fund and your insurance contract, speak to your adviser or contact:

GIANT
INSURANCE

Giant Insurance

10010-101 St. NW, Edmonton AB T5J 3G8
Phone: (780) 555-1212

Toll-free: 1-800-GIANTFI

E-mail: Choice@giantfin.com
www.giantfin.com
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From: “Don” <wdross@cyberbeach.net>

To: <jointforum@fsco.gov.on.ca>
Date: Tue, Oct 2, 2007 5:15 PM
Subject: RE: Fund Facts proposal

To Whom it concerns

I have been in the financial services industry for over 25 years. During this
time | have seen many slick talking sales persons defraud their clients in
many ways. |If caught a light fine or at most a short period of incarseration
with little or no restitution.

I do not agree that a client or prospective client should negotiate the
compensation payed to the adviser. This would result in the quality of
service being reflected by the compensation.

As for the rest of the changes proposed the information folder contains all
the info the client needs to know and he confirms with a signature that he
received one.

IT clients were buyer aware and not greedy honest advisers could do their
jobs.

Question! How about the banks ?






From: “Denis Lapointe” <dlapointe@patrimoinedundee.com>

To: <jointforum@fsco.gov.on.ca>
Date: Fri, Jul 6, 2007 4:22 PM
Subject: Cadre proposé 81-406
Bonjour,

J”appuie Ffortement le remplacement du prospectus traditionnel par le feuillet
d”information appelé “Apercu des fonds™.

Ce document risque d’intéresser bien davantage les investisseurs.
Cependant, 1a ou le projet de reglementation fait fausse route a mon avis,
c’est lorsqu’il demande aux conseillers

financiers d’en fournir copie a l’investisseur avant ou lors d’un achat. 11
faut voir qu’il existe actuellement plus de

4,000 fonds d’investissement divers au Canada. Cela représente donc un
stockage de documents impossible pour

bien respecter la reglementation. 1l y a donc de fortes probabilités que ce
ne soit pas respecté.

J’estime plutdét que le conseiller en services financiers devrait bien
expliquer a son client a méme une copie du

prospectus de chacune des compagnies de fonds ou a méme des données qu’il
peut retrouver sur le web les

particularités d’un fonds d’investissement avant ou lors de I”achat et on
devrait plutdt imposer a chaque société

de fonds mutuels 1’obligation de poster aux clients ce document dés qu’ils
enregistrent un premier achat dans un

fonds donné. Le client aurait alors un délai de 72 heures a compter de la
réception du feuillet pour annuler une transaction.

Voila une approche beaucoup plus efficace qui évite qu’un conseiller soit
obligé de conserver a ses bureaux des milliers

d” “Apercus de fonds” au cas ou il ait I’intention de proposer I’un d’eux a
ses clients, sans compter que beaucoup des

feuillets en stock risquent de devenir parfois rapidement périmés ou
incomplets. A une époque ou les questions

environnementales sont si préoccupantes, je crois qu’il faille tenir compte
de I’impact du gaspillage inutile de

papier.

J’espére donc que vous saurez reglementer cette question de maniére vraiment
efficace en tenant de ces

problémes pratiques soulevés.

Bien a vous,
Denis Lapointe

Valeurs mobilieres Dundee

CC: “Frederic Dayan” <fdayan@patrimoinedundee.com>





From: “Frederic Dayan” <fdayan@dundeesecurities.com>

To: “Denis Lapointe” <dlapointe@dundeewealth.com>,
<jointforum@fsco.gov.on.ca>

Date: Fri, Jul 6, 2007 4:36 PM

Subject: RE: Cadre proposé 81-406

Et de plus en exigeant que les cies fassent cet envoie de facon systematique,
on s’assurerai que l’investisseur recoit toujours ce feuillet.

Actuellement I’industrie depend du niveau d’organisation et de la volonté des
conseillers d’envoyer le prospectus (ou tout document legal qui le
remplacera). Souvent les conseillers ne sont ni assez organisés et/ou ont la
volonté d’envoyer ce document (meme s’ils contreviennent aux regles)

Frederic A Dayan CFA
514-499-6967*225
Valeurs Mobiliéeres Dundee

From: Denis Lapointe

Sent: Fri 7/6/2007 4:22 PM
To: jointforum@fsco.gov.on.ca
Cc: Frederic Dayan

Subject: Cadre proposé 81-406

Bonjour,

J”appuie fortement le remplacement du prospectus traditionnel par le feuillet
d”information appelé “Apercu des fonds™.

Ce document risque d’intéresser bien davantage les investisseurs.
Cependant, 1a ou le projet de reglementation fait fausse route a mon avis,
c’est lorsqu’il demande aux conseillers

financiers d’en fournir copie a I’investisseur avant ou lors d’un achat. 11
faut voir qu’il existe actuellement plus de

4,000 fonds d’investissement divers au Canada. Cela représente donc un
stockage de documents impossible pour

bien respecter la reglementation. 1l y a donc de fortes probabilités que ce
ne soit pas respecté.

J’estime plutdét que le conseiller en services financiers devrait bien
expliquer a son client a méme une copie du

prospectus de chacune des compagnies de fonds ou a méme des données qu’il
peut retrouver sur le web les

particularités d’un fonds d’investissement avant ou lors de I”achat et on
devrait plutdt imposer a chaque société

de fonds mutuels 1’obligation de poster aux clients ce document dés qu’ils
enregistrent un premier achat dans un

fonds donné. Le client aurait alors un délai de 72 heures a compter de la
réception du feuillet pour annuler une transaction.

Voila une approche beaucoup plus efficace qui évite qu’un conseiller soit
obligé de conserver a ses bureaux des milliers

d” “Apercus de fonds” au cas ou il ait I’intention de proposer I’un d’eux a
ses clients, sans compter que beaucoup des





feuillets en stock risquent de devenir parfois rapidement périmés ou
incomplets. A une époque ou les questions

environnementales sont si préoccupantes, je crois qu’il faille tenir compte
de I’impact du gaspillage inutile de

papier.

J’espére donc que vous saurez reglementer cette question de maniére vraiment
efficace en tenant de ces

problémes pratiques soulevés.

Bien a vous,

Denis Lapointe
Valeurs mobilieres Dundee
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Ed Andrews ed.andrews@utoronto.ca

Comments - Proposed Framework 81-406

To the attention of: Joint Forum Project Office:

I am hereby submitting comments regarding the “Proposed Framework 81-406; Point of
sale disclosure for mutual funds and segregated funds.”. | am an individual investor, and
do not currently work in the fund industry in any capacity.

Generally, the proposal is a substantial improvement over existing methods. However, I
do have the following suggested improvements regarding the proposed Fund Facts for
Mutuals Funds and Fund Facts for Segregated Funds:

1. The existing wording in the proposals suggest that the Annual expenses are all
inclusive. Actually, the MER excludes brokerage commissions and fees, and this can be
a significant expense. This notable exclusion from the MER should be identified in the
Fund Facts. | have suggested a suitable wording change (changes in bold underlined
font):

Annual expenses, excluding brokerage fees, as
a % of the fund’s total value (also called the MER): 2.25%

2. The section, "How does my adviser get paid?" incorrectly suggests that the sales
commission with the Initial Sales Charge is paid by the Mutual Fund company to the
dealer, and is part of the fund's annual expenses. This is not correct, so the wording
needs to be modified | have suggested a suitable wording change (changes in bold
underlined font):

How does my adviser get paid?

* Your adviser gets a sales commission when you buy the fund, unless they choose to
waive it.

* Your adviser also gets an ongoing commission for as long as you hold the fund. This is
called a “trailing commission”.

» The commission rates depend on the sales charge option you choose. Your adviser can
tell you the commission rates for this fund, and how they compare with similar funds.

* (With the exception of the sales commission with the Initial sales charge option),
XYZ Mutual Funds pays the commissions to the company your adviser works for. The
company pays your adviser some or all of these commissions.

* Generally, the commissions are part of the fund’s annual expenses. The only
exception is that the sales commission with the Initial sales charge option is
deducted from your initial purchase amount and is not part of the fund’s annual
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EXPENSES.

Regards,
Ed Andrews
905-655-8526
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ELLIOTT & PAGE

Sent by electronic mail to: jointforum@fsco.gov.on.ca

October 15, 2007

Mr. Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Yonge St.

Box 85, 17" Floor

North York, ON

M2N 6L9

Dear Sir:
Re:  Joint Forum of Financial Market Regulators Proposed Framework 81-406

On behalf of Elliott & Page Limited, we are pleased to be given the opportunity to
provide comments with respect to the Joint Forum of Financial Market Regulators
Proposed framework 81-406. Elliott & Page is a wholly owned subsidiary of Manulife
Financial, and is the manager of the Manulife Mutual Funds.

We support the concept of the proposed framework and applaud the Joint Forum for
recognizing that consumers require concise, meaningful disclosure in order to make an
informed investment decision. Simple, plain language disclosure would be more likely to
be read, and therefore likely to be more effective during the sales process.

Elliott & Page endorses and supports the detailed comments provided by The
Investment Funds Institute of Canada on the proposed framework in their response of
October 2, 2007. We would, nevertheless, like to take this opportunity to reiterate our
fundamental concerns with the proposed framework, particularly the pre-delivery
requirements, and to also support the alternatives that have been proposed for
consideration by the Joint Forum in this regard.

The proposed framework will require a single Fund Fact document be delivered to the
consumer for each fund they select prior to the transaction being placed. The major
challenges with this proposal are the inefficiencies and trade delays it will create. Itis
not reasonable to expect that an advisor will keep a supply, updated quarterly, of all
mutual funds that the client may invest in. The impractical result of this would be that an
advisor would be required to maintain hundreds or even thousands of Fund Fact sheets
for the sales process where the advisor sells funds from various manufacturers.

Mandatory delivery of the Fund Fact document prior to initiating the transaction will also
disadvantage unitholders by limiting their right to manage their investment portfolio in a
timely manner. One of the essential rights given to consumers who invest in funds is the

ELLIOTT & PAGE INVESTMENT COUNSELLORS SINCE 1949

200 Bloor Street East, North Tower 3, Toronto, Ontario M4W 1E5 TEL: (416) 581-8300 1-800-363-6647 FAX: (416) 581-8794
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ELLIOTT & PAGE

right to access and manage their investments in a timely manner to provide a form of
liquidity. As unit holders, such consumers will be frustrated as there will be delays in
processing their requests which may give rise to potential investment losses, especially
in a volatile market. The vast majority of all subsequent transactions are made through
telephone discussions between the unit holder and advisor, so the proposed framework
for pre-delivery of the Fund Fact document is not practical. What would likely happen is
that consumer choice will be limited to select funds that the advisor maintains.
Additionally, the proposed framework for pre-delivery may give rise to trends of non-
compliance due to unmanageable disclosure requirements.

We also recommend that key fund information for all funds available within a “family of
funds” of the fund manufacturer be provided at time of account opening. Similar to the
Key Facts approach proposed for Individual Variable Insurance Contracts with
segregated funds, the family of funds disclosure could be a 1 or 2 page document that
will provide consumers with key information on each fund available within the fund
family, plus information that would be common to all funds (DSC, fund switching rights,
etc). The summary will also provide the consumer the opportunity to receive detailed
information on specific funds, which could be in a form similar to the proposed Fund
Facts. Both the fund family document and the Fund Facts would be updated regularly
and would be available to the consumer from an industry web site, company web site,
email, direct mail or in-person.

Thank you for allowing us to comment on this proposal. Elliott & Page looks forward to
working with regulators and industry organizations to further develop and improve the
disclosure proposals to meet the needs of consumers.

Sincerely,

J. Roy Firth
Chairman & CEO

ELLIOTT & PAGE INVESTMENT COUNSELLORS SINCE 1949

200 Bloor Street East, North Tower 3, Toronto, Ontario M4W 1E5 TEL: (416) 581-8300 1-800-363-6647 FAX: (416) 581-8794





		 




October 15, 2007

Neil Mohindra

Acting Policy Manager

Joint Forum Project Office
5160 Yonge Street

Box 85, 175th Floor

North York, Ontario M2N 6L9

Re: CLHIA Submission in Response to the Joint Forum of Financial
Market Regulators "Proposed framework 81-406: Point of sale
disclosure for mutual funds and segregated funds"

I would like to take this opportunity on behalf of The Empire Life Insurance
Company (Empire Life) to voice several concerns over the proposed
framework on the point of sale disclosure for mutual funds and segregated
funds.

A subsidiary of E-L Financial Corporation Limited, Empire Life has been in
business since 1923 and in the segregated funds business since 1964. We
provide financial security and wealth management solutions for the changing
needs of Canadians. Our company is rated “A Excellent” by A.M. Best
Company and is among the Top 10 life insurance companies in Canada
based on revenue. We have more than 370,000 individual clients, 6,300
group employer clients with 148,000 certificate holders and administer 675
group retirement plans. We have more than 700 employees across the
country and have distribution partnerships with more than 18,000 financial
advisors, brokers, managing general agents and group producers.

While we wholly support the Joint Forum’s vision of providing investors with
meaningful information before they purchase a fund, we feel that the
proposed framework, in its current form, may counteract the rights of our
policyholders and lead to decreased consumer choice and increased
transaction delays.

Policyholders who purchase segregated funds receive disclosure information
about the product before or at the time of sale. They have a contract that
provides a number of contractual rights, including guarantees and the right to
transfer between fund options within the contract. Many of the changes
proposed in the framework, such as the issue of rescission rights, do not
seem to capture the essence of an individual variable insurance contract. It is
our belief that, in many cases, policyholders would be better served by their
existing contract than the proposed changes.





Neil Mohindra
October 15, 2007
Page 2

In short, we agree that a principles-based regulatory approach is the most
effective way to achieve our common goal of providing investors with
meaningful information, and we endorse the CLHIA recommendation to move
towards this type of system.

Respectfully,

D. G. Hogeboom
President and Chief Executive Officer

DGH:co






Federation of
Mutual Fund Dealers

BY ELECTRONIC MAIL TO: jointforum@fsco.gov.on.ca

October 15, 2007

Mr. Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Yonge Street

Box 85, 17" Floor

North York, ON M2N 6L9

Dear Mr. Mohindra:

Re: Proposed Framework 81-406
Point of Sale Disclosure for Mutual Funds and Segregated Funds

Please accept this letter as the comments of the Membership of the Federation of
Mutual Fund Dealers regarding the captioned Proposed Framework; and we
appreciate the opportunity to comment, this is an interesting initiative.

The Federation participated as a member of IFIC’s Client Issues Task Force and
as such supports those comments submitted to you dated October 2, 2007. We
also note the responses of the IIAC, Advocis and other market participants in the
comments they have submitted.

The Federation of Mutual Fund Dealers (the “Federation”) is an Association of
thirty Canadian mutual fund dealers with over $150 billion of assets under
administration and more than 14 thousand licensed advisors that provide
financial services to over 3.5 million Canadians and their families; and twelve
associate members; whose mandate it is to ensure that the interests, views and
the long-term growth of mutual dealers are clearly represented in our industry.
Our comments follow.

In the Joint Forum’s April 2004 Report on the 2003 Consultation Paper, it said
that everyone who commented on the Paper agreed that the point of sale
disclosure regimes for mutual funds and segregated funds need to be changed.
Investors do not read mutual fund prospectuses or segregated fund information
folders; and we concur.

We believe that a point of sale document if one is ultimately mandated, in order
to be effective should also discuss the importance of costs in determining total
return to the investor and how this document relates to the suitability of the
recommendation.
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Federation of
Mutual Fund Dealers

The Fund Facts document includes a statement of the fund’s risk level, where
the risk fits on a scale that is based on the Investment Funds Industry of Canada
(IFIC) Recommendations for Fund Volatility Risk Classification. However, IFIC’s
document states that risk is very different from volatility; therefore risk as
presented in Fund Facts will be on a six point scale that ranges from very low to
high and will be based on volatility not business risk, market, foreign currency or
political risk. Focussing on the risk of one fund to the exclusion of its impact on
the risk and return profile of a portfolio is considered contrary to accepted
financial theory and practise.

We agree with other industry participants comments regarding the suggested
delivery options for the Fund Facts documents. We recommend more flexibility
given dealers current policies and procedures for the dissemination of information
and technological impediments for mutual fund transactions that occur over the
internet. We believe that “access equals delivery” is a viable option that would
satisfy regulatory concerns and operational issues.

With respect, we object to the warning language “Do not buy this fund if you need
a steady source of income from your investment”. In reality a portfolio should
balance short and long term assets against a client’'s stated investment
objectives and risk tolerance; the portfolio will therefore be made up of assets
with varying degrees of risk and varying degrees of yield or income.

The costs and benefits of a change of this nature should be analysed so that
industry participants and investors can properly assess any new disclosure
system; this analysis should be performed prior to any change in regulation as
the costs will be significant, costs which ultimately are borne by the investing
public

Thanks you for the opportunity to submit our comments; should you have any
questions or wish to discuss this with the Membership do not hesitate to contact
the undersigned.

Regards,

Federation of Mutual Fund Dealers

Sandra L. Kegie
Executive Director
skegie@sympatico.ca
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October 15, 2007

BY ELECTRONIC MAIL: jointforum@fsco.gov.on.ca

Mr. Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Yonge Street

Box 85, 17" Floor

North York, Ontario

M2N 6L9

Dear Sir:

Re: Proposed Framework 81-406 — Point of Sale Disclosure for Mutual
Funds and Segregated Funds

We are writing in response to the Request for Comments dated June 15, 2007
with respect to the Proposed Framework 81-406 (“81-406"). We appreciate the
opportunity to comment on 81-406.

Fidelity Investments Canada ULC (“Fidelity”) is the 8™ largest mutual fund
management company in Canada managing in excess of $43 Billion in mutual
fund through approximately 100 mutual funds and corporate pension plan assets.
Fidelity is part of the Fidelity Investments organization of Boston, one of the
world’s largest providers of financial services.

General Comments

Fidelity commends the Joint Forum initiative to introduce a simple two page
document for investors (the Fund Facts). Fidelity supports increased
transparency of fees as proposed in the Fund Facts. We also agree that this
type of document will make it much easier for investors to understand the product
that they are buying. In addition, we very much support the notion that delivery of
the Fund Facts should replace the obligation to deliver the simplified prospectus
to investors. We agree with your conclusion that few investors actually read the
prospectus given the size and complexity of that document.

We commend the Joint Forum for bringing together securities regulators and
insurance regulators to come to a common proposal for products which are

Fidelity Investments 483 Bay Street, Suite 200 Tel: 416 307-5300
Canada ULC Toronto, Ontario M5G 2N7 Toll-Free: 1 800 387-0074





similar. We support a level playing field for mutual funds and segregated funds
and for other competitive products.

Our major comments on 81-406 are highlighted below. We have also attached
an Appendix to this letter that responds to the questions posed by the Joint
Forum.

Major Comments

We have two major comments on 81-406. They relate to delivery of the Fund
Facts document and the cost and logistics of producing Fund Facts as currently
proposed in 81-406.

1. Delivery
a. Disruption to the Investment Process

The Joint Forum proposes that the Fund Facts document be delivered before or
at the point of sale. The rationale for this is that the Joint Forum believes that
investors want the information in the Fund Facts to assist them in making their
purchase decisions. Under the current proposal, Fund Facts must be delivered
for initial purchases, subsequent purchases (except for pre-authorized payment
plan purchases) and switches. Investors do not have the option to waive receipt
of the Fund Facts.

We believe that requiring the Fund Facts document to be delivered before or at
the point of sale will significantly disrupt the investment process in many cases to
the detriment of investors. The delivery mechanisms for the Fund Facts are
outlined in the proposal. However, in our view, the proposal does not take into
account several important factors.

We believe, based on industry data,that most investors will not want to receive
the Fund Facts until after the sale has taken place. They will not want the sales
process to stop while they wait to receive the Fund Facts and then take the time
to confirm back to their financial advisor that they have read it. Many investors
will want the right to waive this requirement, particularly where they have a
relationship with a financial advisor. There are likely a variety of other reasons
that investors will not appreciate this requirement. For example, an investor may
wish to take action in light of changes to market conditions or an investor may
simply want to conclude a trade and not agree that additional information is
helpful or necessary. Also, the proposal does not take into account the investor
who is out of the country and who may not have access to fax machines or
computers. Since delivery cannot be done orally, those people will be unable to
trade or manage their investment portfolios at potentially important times.





If 81-406 goes forward in its present form, we believe that the regulators will be
forced by disgruntled investors to amend 81-406 to take into account their right
not to receive this document at or before the point of sale depending on their own
circumstances at the time they are placing the trade. We do not believe that this
initiative takes into account the real needs of investors by not giving them the
choice that they, as adults, should have.

We could envision an effective system that would include the Fund Facts
document being delivered within a limited amount of time after the sale. In that
event we would suggest that the investor have a cooling off period (as already
contemplated in 81-406) that would allow investors to withdraw their investment
after reading the Fund Facts document.

b. Subsequent Purchases

Delivery at or before the point of sale is particularly troublesome for subsequent
purchases, where investors have already received extensive information about a
fund through their existing holdings (prospectus, financial statements,
management reports of fund performance, marketing materials etc.).

Quite often, investors provide instructions for subsequent purchases over the
telephone. In our view, the requirement to deliver the Fund Facts before a
subsequent purchase of the same fund is unnecessary and cumbersome and is
unlikely to be a step that is welcomed by most investors. We urge the Joint
Forum to eliminate this requirement or allow investors to waive receipt of the
Fund Facts.

c. Competitive Concerns

Fidelity strongly believes that the additional requirement of delivery in the sales
process will create a significant competitive disadvantage for mutual funds and
segregated funds. The proposal does not extend to other competitive products,
such as ETFs, equities, wrap programs, banking products (such as principal
protected notes which are often linked to mutual funds) or other products not
subject to his regime. We believe that this will create an incentive for financial
advisors and clients who want to transact more quickly, to use other non-mutual
fund products.

In addition, we are concerned that this requirement will cause dealers to narrow
their product shelf and the offering to investors, so instead of offering the funds of
10 or more fund companies, the choice will be narrowed to 3 or 4 fund
companies and fewer funds. We do not believe that this is in the best interests of
investors.





2. Cost/Logistics
a. Production

The current proposal is to produce a separate Fund Facts document for each
series of a Fund at least two times a year (at the time the financial statements
are produced) and potentially a third time (if the prospectus filing cycle is not at
the same time as the financial statements).

In the case of Fidelity, we estimate that we will be creating in excess of 2,000
Fund Facts annually. While we will not be required to deliver the simplified
prospectus and annual information form, we will nevertheless have to continue
creating those documents and filing them with the Canadian Securities
Regulators in the normal course. This, in addition to the financial statements and
the recently introduced Management Report of Fund Performance for each fund
(“MRFP”), will create a staggering amount of work and cost for the mutual fund
management company and the funds in many different areas of the company.
We anticipate that the Fund Facts will have workload repercussions for the
systems department, the legal department, the marketing and sales departments,
the transfer agent, client services, the financial services department and the fund
treasury department. We are in the process now of trying to assess the impact
on the Company and the costs for investors of implementing this proposal.

Adding further to the cost is the issue of how to produce these for the financial
advisors and their firms and how to deliver them to the financial advisors so that
they can be used effectively and in compliance with 81-406. We anticipate having
to print and deliver hard copies to many financial advisors who still do a primarily
paper-based business. In our experience, financial advisors typically sell
approximately 20 mutual funds from a variety of mutual fund companies. The
financial advisor will have the responsibility to keep a current inventory of the
Fund Facts for every mutual fund that he or she sells. Since they are produced
twice (or even three times) a year and at different times depending on the
financial year end of the fund in question, we believe that this will create
significant logistical challenges for the individual financial advisor. The result is
very likely to be that the financial advisor does not receive the correct version of
the Fund Facts or has difficulty keeping track of what the correct version is and
the investor does not receive the correct version of the Fund Facts at the right
time.

The mutual fund industry has made significant strides in reducing paper and
increasing use of electronic means. We believe that this will be a significant step
backwards and that more paper will be produced in an era when investors want
less paper and more electronic access at their convenience.





If the various series of a Fund are offered in different Fund Facts, we do not
believe that investors will be easily able to compare their options. For example,
Fidelity Funds are sold both front load and back load. Front load is known as
Series A and backload is sold as Series B. Investors would only receive one
Fund Facts and would therefore potentially not be aware of the other alternative.
In addition, there are other types of series that investors may be eligible to
purchase that they may wish to understand. Again those would not be available
to the investor. For this reason, we would suggest that a Fund, including all
series, be offered through one Fund Facts document. We believe that a table
can be constructed (as is now done in many simplified prospectuses) outlining
the series and other purchase options and costs without overly complicating or
lengthening the Fund Facts.

The Fund Facts also does not contemplate other commission options such as
low load or fee for service.

For these reasons, we would suggest that the Fund Facts be a more inclusive
document that would allow all purchase options to be described in one place for
a Fund. This would increase transparency of purchase options to investors,
reduce costs to investors and improve the logistical issues of delivery for financial
advisors.

b. Rights of Investors on Non-Delivery

The Proposal currently allows investors to withdraw from their purchases if they
did not receive the Fund Facts. This seems to be an unlimited right. In that
event, investors will have the right to receive their original investment back plus
any fees that they paid (which we assume means commissions). It is not clear
who should bear any costs of returning the investor's original investment (if
indeed there are costs, such as market declines). Is it the advisor, the Fund or
the fund management company? 81-406 should make this clear. In addition, it is
not clear which “fees” will be returned to the investor.

We suggest that there be a time limit on this right. After a certain amount of time,
the investor will have (or been able to receive) a great deal of information about
their fund including the financial statements, management reports of fund
performance. Even if they have not opted to receive this information, they will
have received confirmations and very regular client statements specifying the
Fund that they purchased and giving them the opportunity to ask questions.





Conclusion

We are very supportive of the approach being put forward by the Joint Forum to
adopt a simple two page document in the form of the Fund Facts. We believe
that investors will be better served with this type of information and are more
likely to read and understand the fund information in this format.

However, we do not believe that the current proposal to deliver the Fund Facts at
or before the point of sale is in the best interests of investors. We believe that
most investors will not want this since they will not have the ability to trade when
they want or need to trade. We believe that investors want to make their own
decisions without restrictions imposed by regulators, or at least have the ability to
waive those restrictions where it suits their own particular needs or where
circumstances are such that they wish to act immediately.

We believe that the objective of the Fund Facts can be accomplished with
delivery after the point of sale within a limited amount of time. We have
suggested that this could be followed by a reasonable cooling off period. We
believe that this would serve the investors well without disrupting the trading
process.

We would also urge the Joint Forum to consider a system whereby the Fund
Facts is renewed annually unless there is a material change to a Fund, on the
same cycle as the prospectus renewal. We believe that this would result in the
correct version of the Fund Facts making its way to investors. We do not believe
that the logistical and cost issues warrant a more frequent document and we do
not believe that investors lose any meaningful information as a result of a less
frequent Fund Facts cycle (i.e. annual).

In addition, we support the Joint Forum'’s effort to provide clarity and simplicity
around fees paid by investors. We would suggest that the Fund Facts include all
series and purchase options so that investors can see all their options in one
document and choose the option that is most appropriate for them.





Thank you again for the opportunity to provide comments on this Joint Forum
initiative. Rob Strickland, President of Fidelity and myself would very much
appreciate an opportunity to discuss our comments with you and the other
Canadian regulators who have patrticipated in the formulation of 81-406. | can be
reached at 416-217-7692 if you wish to discuss these comments or to set up a
meeting.

Yours sincerely,

W. Sian Burge
Senior Vice-President & Deputy General Counsel

c.c. Robert Strickland, President





APPENDIX “A”

RESPONSES TO SPECIFIC QUESTIONS

3. Do the delivery methods described above give investors and
industry enough flexibility to make and execute investment
decisions in a timely manner?

As we stated in the main body of our letter, Fidelity’s view is that delivery at or
before point of sale will be disruptive to the sales process. We are patrticularly
concerned about this requirement for subsequent purchases and would urge the
Joint Forum to reconsider the proposal relating to subsequent purchases. We do
not believe that most investors will want to hold up a subsequent purchase in
order to receive the Fund Facts, particularly when we believe that most
subsequent purchases are conducted by telephone.

4. Are there other delivery methods or options that we should consider
that are consistent with our objective of providing investors with
disclosure before or at the point of sale?

In our view, investors should have the ability to waive the requirement to receive
a Fund Facts. Again, this right would be critical for investors who do not have
easy access to a Fund Facts document (for reasons such as investors who are
traveling etc.). In addition, we feel that an investor who already owns a Fund is
already informed about the fund through various means and again should have
the right to waive this requirement.

We believe investors should also have the right to obtain the Fund Facts on a
fund manager’'s website as opposed to the obligation being placed on the advisor
to actually deliver the document by any of the methods currently contemplated.

9. Are there other ways of disclosing the information in the Fund Facts
for a fund with multiple classes, series or guarantee options that are
consistent with our objective of providing investors with a two-page
document that is easy to understand?

We would suggest that a chart be used to show the various series and purchase
options for those series. It could be simple and easy to read. This approach is
now used in simplified prospectuses for mutual funds and could be adopted for
the Fund Facts without overly lengthening or complicating the document.

We continue to believe that an investor should be aware of all of its options with
respect to purchasing a Fund, including lower cost series, lower commission
series etc.





10. Fund managers and insurers: How often would you want to update
the Fund Facts? If more or less frequently than quarterly, with what
frequency and why?

In our view, an annual update should be all that is necessary. If an investor
wants more frequent information that can be obtained through the fund
manager’s website or through readily available documents like the fund financial
statements or the management reports of fund performance. It is unnecessarily
costly to update such generic information as is currently laid out in the Fund
Facts more frequently than annually.

The two areas on the Fund Facts that would be impacted are the top 10 holdings
and the fund performance. The industry has had multiple discussions with the
regulators about how quickly the top 10 holdings become outdated and the
response from the regulator is that this is just “indicative” information. If that is
the case, and time sensitivity is not a high priority for the regulators, then again, it
should not be necessary to update this information more than annualily.

The second area impacted would be fund performance. Here again, with the long
term horizon for mutual funds, the emphasis should not be on 6 month
performance changes, but rather on long term performance. As for the
simplified prospectus, annual reporting on this should be sufficient. In addition,
there are multiple public sources for fund performance should an investor require
up to the minute performance information.

We do support the concept that the Fund Facts should be updated if there is a
material change to the Fund. The material given to investors should accurately
reflect the nature of the Fund and its objectives.
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Mr. Neil Mohindra

Acting Policy Manager

Joint Forum Project Office

Joint Forum of Financial Market Regulators
5160 Yonge St.

Box 85, 17" Floor

North York, ON

M2N 619

Dear Sir:

RE: Proposed Framework 81-406
Point of Sale Disclosure for Mutual Funds and Segregated Funds

Franklin Templeton Investments Corp. (“FTI”) welcomes the opportunity to make a
submission with respect to the Proposed Framework 81-406 — Point of Sale Disclosure
for Mutual Funds and Segregated Funds (the “Proposal”).

FTI is a wholly owned subsidiary of Franklin Resources, Inc., a global investment
organization operating as Franklin Templeton Investments. Through its subsidiaries,
Franklin Templeton Investments provides global and domestic investment advisory
services to the Franklin, Templeton, Bissett, Mutual Series, Franklin Templeton and
Quotential funds and institutional accounts. In Canada, FTT has more than 700 employees
providing services to more than 1.3 million unitholder accounts and more than 200
pension funds, foundations and other institutional investors.

FTI supports the attempt by the Joint Forum of Financial Market Regulators (the “Joint
Forum™) to simplify the disclosure provided to investors and to provide investors with
key information about a fund. However, we do have concerns with the Proposal in its
current form. Our comments/concerns are as follows:

1. Timing of Delivery

The Proposal contemplates that a two page fund summary document (the “Fund Facts™)
will be delivered to investors. We respectfully submit that the requirement to deliver the
Fund Facts before or at the point of sale would place a considerable burden on dealers
and could significantly prejudice investors, especially investors placing time sensitive
trades (e.g. during RRSP season) or trades in a volatile market. In addition, we believe
that the requirement to deliver the Fund Facts before or at the point of sale would put
mutual funds at a disadvantage to many other investment products and may cause dealers
or investors to move to the purchase of these other products. This would create an unfair
selling advantage for other products that may be less regulated and less beneficial to
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investors than mutual funds. Moreover, as discussed further below, if investors do not
receive the Fund Facts before or at the point of sale, they will be given an unlimited right
to cancel their purchase which could lead to frivolous claims.

Accordingly, we urge the Joint Forum to consider this issue further and the negative
impact the proposed delivery requirement would have on the industry and investors. We
recommend that where practicable, the Fund Facts document should be delivered at the
point of sale. Where it is not practicable to deliver it at the point of sale, the Fund Facts
document should be delivered as soon as possible after the point of sale but no later than
the mailing of the related trade confirmation to the investor.

2. Examption for Subsequent Purchases and Accredited Investors

The Proposal specifies that the Fund Facts must be delivered for initial purchases,
subsequent purchases (except for pre-authorized payment plan purchases), and switches
(except for switches under asset allocation services). We are of the view that the
requirement to deliver the Fund Facts should not apply to subsequent purchases unless
the Fund Facts document has been updated. If an investor has already made the decision
to invest in a fund and has been provided with a copy of the Fund Facts for such fund, we
do not see the benefit of mandating that the Fund Facts document be delivered again in
connection with a subsequent purchase. In addition, investors have the opportunity to
receive ongoing continuous disclosure documents with respect to a fund which provides
them with sufficient information to make a subsequent purchase decision.

We are also of the view that the requirement to deliver Fund Facts should not apply to
accredited investors. These investors are sophisticated and are familiar with the

information contained in the Fund Facts.

3. Waiver of Delivery

There is no provision in the Proposal for investors to waive receipt of the Fund Facts.
We respectfully submit that the first time an investor transacts with their investment
advisor for the purchase of a mutual fund, the investor should be given the Fund Facts for
such fund as well as the option to waive delivery of the Fund Facts for all future
purchases of any fund.

We appreciate that the ability to waive receipt of future Fund Facts should not be taken
lightly. Therefore, in order to exercise this option, investors should have to take a
proactive step and provide their dealer with a written document waiving receipt of future
Fund Facts documents. For example, dealers could provide investors with a form of
waiver at the time of account opening for their consideration and if an investor so
chooses, the investor can then return the waiver to their dealer no sooner than 7 days
following the account opening. If an investor chooses this option, the investor should
still be able to obtain any Fund Facts free of charge at any time in the future.

< GAIN FROM OUR PERSPECTIVE" »
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4. Structure of Fund Facts and Volume of Documents

The Proposal contemplates that a separate Fund Facts will be required for each class or
series of a fund that has a separate management expense ratio. As a practical matter, we
believe that preparing a separate fund facts for each series of a fund is unduly onerous on
fund managers and dealers and imposes additional costs for the funds. For example, for
a family of funds that has over 50 different funds and up to six different senes per fund,
this would require approximately 600 different Fund Facts (taking into account French
translations) which must be routinely updated and delivered to dealers. The sheer volume
of documents would lead to administrative difficulties at the fund manager level, the
dealer level and the salesperson level and could potentially lead to errors in delivering the
correct Fund Facts to an investor. Dealers may not want to manage such a large volume
of documents and therefore may reduce the number of funds or series they offer which
would correspondingly reduce the choice of funds or series provided to investors.
Accordingly, we respectfully submit that the Fund Facts should be created at the fund
level and not at the series level.

The Proposal specifies that fund managers will continue to prepare and file the simplified
prospectus (which would now only be provided upon request), annual information form,
financial statements and management reports of fund performance according to current
practice. However, the Proposal also acknowledges that the current regime is comprised
of long and complex documents and states that investors do not want to read long
documents. Thus, if a Fund Facts document is prepared and provided to investors going
forward, then we urge the regulators to consider eliminating, reducing or streamlining the
current disclosure documents. By doing so, the cost associated with preparing the current
disclosure documents would be reduced which would result in savings to the fund
investors,

5. Compliance

The Proposal states that dealers will not be required to have investors acknowledge
receipt of the Fund Facts but may impose their own requirements as part of their
compliance policies and procedures for delivery obligations. Thus, although the Proposal
does not specifically mandate obtaining a written receipt of the Fund Facts by investors,
the Proposal would effectively require dealers to track the delivery and receipt of the
Fund Facts in order to meet their own intemal compliance requirements. As a result,
dealers may ask investors to stgn an acknowledgement which, when added to all of the
other paperwork required of mutual fund investors, may influence them to invest in a
different product. There may also be practical difficulties in obtaining an
acknowledgement from investors that they received the Fund Facts as investors may not
always return the form to their dealer.
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6. Investor Rights

The Proposal contemplates that investors will be granted a two-business day cooling-off
period during which they will be entitled to cancel their purchase. Since we generally do
not believe that the Fund Facts should apply to subsequent purchases, we similarly do not
think that the cooling-off right should apply to subsequent purchases. In addition to the
cooling-off right, the Proposal states that investors will be able to cancel their purchase at
any time if they do not receive the Fund Facts before or at the point of sale. As
mentioned above, it is our view that there will be practical difficulties in tracking the
delivery of the Fund Facts and providing investors with the open-ended option to cancel
their purchase and have the full amount of their investment returned to them based upon
the alleged non-receipt of the Fund Facts could lead to frivolous claims, especially during
periods of market decline or volatility.

7. Updating Fund Facts

The Proposal requires fund managers to file the Fund Facts annually with the securities
regulators, together with the rest of the fund manager’s prospectus documents, for receipt
by the regulators. Fund managers will also have to update and file the Fund Facts with
the securities regulators when they file their annual and interim continuous disclosure
documents or if there is a material change to the information in the Fund Facts. Fund
managers may update the Fund Facts more often, but no more frequently than quarterly
unless there is a material change. We respectfully submit that, as a practical matter, the
requirement to update and file the Fund Facts on a semi-annual basis would place a
burden on fund companies, impose additional costs on mutual funds, and could result in
logistical issues in the delivery of updated Fund Facts to dealers and investors. In our
view, the Fund Facts should only be updated on an annual basis together with the rest of
the fund manager’s prospectus documents as well as any time that there is a material
change to the information in the Fund Facts.

8. Costs of the Proposal

It does not appear that any cost-benefit analysis has been conducted in connection with
the implementation of the Proposal. We urge the Joint Forum to carefully analyze and
weigh the costs to both investors and industry participants of implementing the proposed
Fund Facts regime against the benefits achieved.

9. Overlap with Registration Reform Project

The Canadian Securities Administrators have published Proposed National Instrument
31-103 — Registration Requirements (the “Registration Proposal”™). The Registration
Proposal contemplates delivery by registered dealers and portfolio advisers of a
relationship disclosure document (the “RDD™) to certain clients which would likely form
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part of the account opening procedures. We respectfully recommend that the Joint Forum
work with the Canadian Securities Administrators to ensure that the disclosure required
in the Fund Facts is not duplicative with that required in the RDD.

Thank you for your consideration of this submission. Please feel free to contact my
colleague Robyn Mendelson at 416.957.6051 or me at 416.957.6010 or should you have
any questions or wish to discuss our submission.

Yours truly,

FRANKLIN TEMPLETON INVESTMENTS CORP.

Brad Beuttenmiller
Senior Vice-President & Chief Counsel, Canada
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GP WEALTH MANAGEMENT

INDEPENDENT THINKING WORKING FOR YOU

October 15, 2007

Mr. Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Yonge St.

Box 85, 17" Floor

North York, ON

M2N 6L9

Dear Mr. Mohindra:

Re:  Joint Forum Proposed Framework 81-406

Thank you for providing us the opportunity to comment on the Joint Forum of Financial
Market Regulators (“Joint Forum”) Proposed framework 81-406, Point of sale disclosure for
mutual funds and segregated funds (“Proposed Framework”) released for comment on
June 15, 2007.

Our firm, GP Wealth Management Corporation, is an independent Mutual Fund Dealer with
our head office in Ontario and registration in the provinces of Saskatchawan and British
Colombia.

Overview

GP Wealth Management Corporation supports the objectives of the Proposed Framework
to develop more meaningful disclosure documents for the sale of mutual funds and
segregated funds.

As a general point, the Proposed Framework should consider the objective of promoting
efficient, fair and competitive capital markets for Canada. In this connection, we would like
to express some of our concerns with the proposals surrounding the Fund Facts
documents content and its delivery, which are outlined below.

Content
We support the standardization of Fund Facts for ease of reading and fund comparisons
including some of the section headings and language. We are concerned however that

some of the prescribed language can mislead investors and in some cases important
relevant information could be overlooked.

Compensation Disclosure

We agree that consumers need to know how much it will cost to buy and/or own a fund
within a fund family, which might be defined as the group of funds currently issued under
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the same Simplified Prospectus. The pricing and compensation structure of a fund are
generally set at a fund family level, and not at an individual fund level. Therefore, the
compensation information would be better explained at the fund family level. As an
example, if a client were to purchase a fund using a deferred sales charge, the advisor can
explain the various features such as, switching between funds will not trigger any
redemption charge or the way in which a 10% free withdrawal applies to a family of funds.

Under the “How does my advisor get paid?” section of Page 2 of Fund Facts, a number of
features relating to commissions and commission rates are listed. We are concerned that
this list is incomplete given all the compensation arrangements that are available in the
industry. Some advisors work under a fee-based arrangement whereas in the case of a
bank branch, advisors are salaried with various bonus arrangements.

Prescribed Content

Having prescribed content apply to all funds in all cases may not convey the most relevant
information for the investor. One example would be the industry mix pie-chart on Page 1
where the information would be useful in the context of an equity fund but less so in the
case of a sector fund where a geographic breakdown would be more useful. This is one
illustration where a prescribed approach does not provide the most useful and relevant
information to an investor.

Delivery

We have several issues with the current proposal with respect to the method of delivery
which is extremely limited and may not be practical for our advisors or investors. We would
like to see delivery options that are more flexible in an effort to service investors

Subsequent Sales and Switches

We have established advisor-client relationships, in many cases 15 plus years of working
with the same clients where trade interruptions based on the overly specific delivery
requirements of the Proposed Framework will most certainly lead to dissatisfied clients.
Many of these trades, which are often conducted over the phone using a limited trading
authorization, may lead to clients looking for other investments with less pre-sale disclosure
requirements.

The Proposed Framework does not consider clients who have a long standing relationship
with an advisor and/or are experienced at purchasing mutual funds.

In these circumstances, we would encourage the Joint Forum to consider that investors
have the ability to waive receipt of the Fund Facts for initial or subsequent purchases. If the
client specifically asks not to receive it, then it should not be mandatory as many clients
have experience with mutual funds and should have the right to choose whether or not they
receive the Fund Facts.
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Compliance

Delivery of the required disclosure at or before point of sales could present a major issue of
non-compliance. The audit process for tracking compliance with delivery will be extremely
difficult and may lead to significant operation risk of a dealer.

Summary

We have highlighted a number of challenges with the Proposed Framework. The rigid
delivery requirements and potentially misleading content may have a negative impact with
regard to arbitrage of product, compliance and audit issues, and fairness in the
marketplace.

The prescriptive approach to delivery of the Fund Facts may not accommodate the many
ways that investors prefer to inform themselves about the investments they buy.

It's important to note the regulated framework that presently exists for the sale of mutual
funds where advisors and dealers are under a duty to sell a suitable product to the
consumer; and dealers are required to review all trades for suitability.

In closing, we commend the Joint Forum for looking at ways to simplify disclosure for
mutual fund and segregated fund investors. However, the Proposed Framework needs to
accommodate the issues we have outlined.

Thank you in advance for your consideration.

Sincerely yours,

GP Wealth Management Corporation

!

George Aguiar, CFP
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Law Department
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Tel:  (519) 432-7270

Fax: Litigation {519) 435-7399
Fax: Corporate (519) 435-7400

October 15, 2007

Joint Forum Project Office

5160 Yonge St. VIA: FAX/ICOURIER/E-MAIL
Box 85, 17th Floor

North York, ON

M2N 6L9

Attn: Mr. Neil Mohindra
Acting Policy Manager

Re: Joint Forum Proposed Framework 81-406

Dear Sir;

We are writing to provide our comments on the Joint Forum of Financial Market
Regulators (*Joint Forum”) Proposed framework 81-406, Point of sale disclosure

for mutual funds and segregated funds (“Proposal”).

The Great-West Life Assurance Company is a leading Canadian insurer, with
interests in the life insurance, health insurance, investment and retirement

savings and reinsurance businesses, primarily in Canada and Europe.

In Canada, Great-West and its subsidiaries serve the financial security needs of
more than 12 million people across Canada and have more than $163 billion in
assets under administration of which approximately $21 billion is held in

individual retail segregated funds'*.

! *as at Dec. 31, 2006





Great-West is a wholly-owned subsidiary of Great-West Lifeco Inc. and a

member of the Power Financial Corporation group of companies.

We have had the opportunity to review the submissions made by the Canadian
Life and Health Insurance Association (“CLLHIA") and we support them. The

following comments reflect areas of specific concern to us.

Background:

Great-West, together with its subsidiaries, London Life Insurance Company and
The Canada Life Assurance Company, is one of the largest issuers of individual
variable insurance contracts (“IVIC's"} in Canada - approximately 920,000 IVIC
policies already in force. These contracts allow the consumer to allocate their
premiums among various investment options throughout the life of the contract.
These investment options include daily and guaranteed interest options and
segregated funds — pools of assets owned by the insurer that are used to

measure the insurer's contractual obligation to the policyholder.

IVIC’s offer several benefits not available through mutual funds, including various
kinds of guarantees on maturity or death of the policyholder.

Currently insurance companies that offer segregated funds as investment options
under IVIC’s are required to generate an information folder setting out mandated
minimum information regarding the IVIC, including the funds available under the
VIC. Insurers deliver the information folder prior to the sale of the IVIC. Many
insurers offer a broad array of segregated fund investment options in order to
meet the diverse needs of a large client base. This degree of diversification is
appropriate, as it allows each client to build their own investment mix to suit their
particular comfort level and needs and to change it easily as their circumstances
change. The information about each fund is shown in a standardized format for

ease of comparison.





An issue identified by the Joint Forum is a concern that many clients may not
read this material even though it is delivered directly to them prior to the sale, due

to the amount of information contained in these disclosure documents.

The objective of the Proposal is to develop a simplified point of sale disclosure
document that Canadians might use. In seeking to accomplish this objective, the

Joint Forum has determined that any solution should satisfy three principles:

(1) Provide investors with key information about the fund they want to invest in
(2)  Provide the information in a simple, accessible and comparable format

(3) Provide the information before investors make their decision to buy

These principles are laudable, but there are other principles that Great-West

believes warrant at least equal consideration:

(4) Clients’ existing contractual rights should not be adversely affected
(5) A disclosure should not be so simplified or incomplete that it may be
misleading

(6) Clients should retain power to control how they receive information

Great-West strongly believes that the current IVIC disclosure regime satisfies the
three principles set by the Joint Forum — the information for each fund available
in the IVIC is presented in simple, accessible and comparable formats, and it is
provided before the purchase of the IVIC. As the client has the right throughout
the life of their IVIC to select from all of the investments available under the IVIC,
all options are provided in comparable format and detail to avoid any potential for
misleading the consumer as to their contractual rights and options. In addition,

the features of the IVIC are described often through examples.

Great-West has worked with the Canadian Council of Insurance Regulators and

the CLHIA since 2002 in an effort to develop a simpler, shorter, more consumer





friendly document that would cover the major points of an IVIC, without limiting
the contractual rights of the consumer, misleading them as to the nature of their

investment or creating barriers to future product innovation.

Current Proposal:

Great-West is strongly supportive of many aspects of the current proposal. The
concept of separating complex products into simplified introductory materials and
readily accessible detailed information is a good one. The content of the Key
Facts documents generally reflects our thoughts on what a consumer would like
to know. Similarly, the Fund Facts document generally includes information that

we currently provide to our clients.

However, there are some aspects of the proposal that we believe warrant some
further consideration to avoid results that we believe are not intended by the Joint
Forum or expected by consumers. The following sections address our primary

concerns in the following areas:

Implications of Delivering Only One Fund Fact Document
Implications of Prior Deliver for Subsequent Transactions
Implications of Separate “Insurance Cost” Dislosure
Implications of Incorporating Key Facts by Reference
Implications of Cooling Off Period for Subsequent Transactions

For each issue we describe our concerns and set out proposed solutions.





Delivery of Only One Fund Document:

The Proposal requires that clients receive a Fund Facts sheet for only the
investment options they select at the initial point of sale of an IVIC and no others.

This approach has the following potential issues:

4 clients may believe that they have purchased the segregated funds,
when in fact they have purchased an IVIC

(2) clients may believe that they have to pay exit fees if they choose to
switch to another investment option under the IVIC

(3) clients will not have comparable information on the other segregated

fund options under the VIC

Insurance legislation prohibits insurers from providing clients with material that
misrepresents, by statement or omission, the terms of its policy. We are firmly in
support of this requirement. However, attempting to satisfy the regulatory
objective of simplification by limiting disclosure of key fund information only to
segregated funds actually selected by the client, is overly restrictive and may not

achieve reasonable disclosure.

We are very concerned with only providing clients with the Fund Facts sheet for
the investment option they selected at point of sale in an effort to simplify
disclosure and harmonize 1VIC's with mutual funds and not fully disclosing all the

investment options available to the client in the same level of detail.





Solutions:

We suggest two solutions to the challenge of ensuring that clients receive an
accurate description of their rights and options at the IVIC point of sale, while
supporting the goals of simplification and comparability:

(1) A revised Key Facts/Fund Facts document, as proposed by the CLHIA
and attached to its submission, showing key limited information for all
investment fund options available under the IVIC in simplified and
comparable chart form, together with more detailed Fund Fact sheets

to be delivered with the contract or transaction confirmations; or

(2) Consolidate the Fund Fact sheets, in substantially the format in the
Proposal, for all the investment options available under the {VIC into

one document (“consolidated Fund Facts disclosure”™)

Revised Fund Facts Document:

The revised Fund Facts disclosure approach proposed by the CLHIA would
show, in chart form, basic information for each of the segregated funds available
under the IVIC. The Funds would be grouped by category for ease of reference,
and show MER, generic risk, IFSC fund category, short investment mandate
description, and 1, 3, 5 and 10 year performance numbers. This is the key
information for direct comparability of all the investment options available within
the IVIC, and provides the same level of disclosure for each option. This
document would be required to be delivered prior to accepting an application and

premium.

Insurers would also make single Fund Fact sheets for each investment option, in
a format similar to that in the Proposal, available upon request and on-line. This

would allow consumers and advisors to access the more detailed single Fund





Fact sheets at any time. Insurers would remind clients from time to time of their

ability to obtain this information.

Under this proposal, clients would also be separately provided with specific Fund
Fact sheets for any funds they select, but this would be delivered with the

contract or confirmation statement.

Finally, we propose that any cooling off period that clients have should run from
the date they are deemed to receive the contract or confirmation statement and
Fund Fact documents for the fund options they selected. We believe that a
“deemed receipt” date should be based on a reasonable number of days
following the date the materials are mailed by the insurer, to allow for certainty for

both parties as to when the cooling off period begins and ends.

We believe that this proposal, when taken in total, satisfies all the key principies
without being unduly restrictive or potentially misleading clients as to their
available investment options or rights. They have key information prior to the
point of sale in a mandated document. They have access at all times to more
detailed information on specific fund options in a mandated and comparable
Fund Facts format, and they receive the more detailed information on the funds
they finally select. Finally, they have a cooling off period if, after all this they
change their mind about entering into an IVIC.

This is our preferred solution, as we believe that it adds significant value to the
clients as a simple guide to the product that they actually acquired — an IVIC with

multiple investment options.

We also suggest that the proposed 2 page limit be eliminated to accommodate
insurers who have large fund families and who would like to use larger typefaces

for ease of legibility for consumers. We believe that the regulatory power to





approve documentation will be sufficient to minimize unwanted growth of these

succinct materials, while allowing them to be appropriately complete and legible.

Consolidated Fund Fact Sheets and Key Facts:

In the alternative, we propose that insurers be allowed to combine the Key Fact
sheet with the Fund Fact sheets for all the investment options available under the
IVIC. This will ensure that the client receives the same level of information for all
investment options, while allowing insurers to comply with the requirement that

they not produce potentially incomplete or misleading material.

Prior Delivery on Subsequent Transactions Harms Clients:

Currently, IVIC's allow the policyholder to switch amongst investment options and
pay subsequent premiums into the policy at any time. Clients are generally
entitled by contract to obtain the unit value of the segregated fund selected when
we receive their request at our head office. Where clients have authorized their
advisor to take instructions over the telephone, these transactions can occur on
the same day as the request. Our experience has been that the majority of
subsequent transactions occur over the telephone. This is a particularly valuable
option for clients living outside of urban areas, for whom a visit to or by their

insurance representative is not convenient, or possible on short notice.

The Proposal will require, even for clients who have already purchased an IVIC
and who have received prior disclosure documents, that the client must obtain
and confirm receipt of a copy of the applicable Fund Fact document before the
insurer may process the requested transaction. Because failure to deliver the
Fund Facts document is considered to be an “unfair and deceptive practice”, and
subject to regulatory sanction, a readily auditable receipt process will be
required. We anticipate that insurers, who do not generally handle subsequent

transactions this way, will likely require a formal signature by the client confirming





that they have received the required material before any subsequent transaction

can be processed.

In practice, this means that clients who request a fund switch by telephone will
have to be told that we cannot process the trade until after we have mailed them
the appropriate Fund Fact document and they have returned a confirmation of
receipt to us. This will have serious implications in times of market uncertainty
and in the close of annual RRSP sales seasons. Some clients will miss market
values that they wish to, and are contractually entitled to, obtain, and some will
miss their RRSP contribution deadlines.

The Proposal allows for email and fax delivery to clients. However, due to the
requirement of proof of delivery, it is anticipated that the receipt forms that would
accompany such Fund Facts documents will necessarily contain personal
information, such as the client name, address, policy and account information.
We do not use email as a communication method for confidential client
information, because we are not satisfied that such a process provides
appropriate confirmation that we are, in fact, dealing with the correct person. We
do not currently obtain and track client email addresses and do not have such
information for our current clients. We are very concerned that not all clients
have access to email, those that do change email addresses more frequently
than mailing addresses, and many email servers are insecure and we may not be
able to confirm the identity of the recipient of the information, or of the person
providing instructions. In addition, adding this capability, apart from the security
concerns, would require significant systems expenditures which would find their
way into increased expenses for the consumer. Our primary concern, however,
is email security: releasing confidential information into an insecure environment
may create the potential for identity theft, fraud and breach of client privacy.
Similarly, fax delivery is not likely to be an appropriate and auditable process, as
it is not clear that most Canadians have access to a secure, private fax machine,

nor is it clear how we could prove that the right person obtained the fax once sent





to the machine. There have been significant public instances of private faxes
being sent to incorrect addresses, and these warrant concern on the part of any

organization about using this transmission method for sensitive information.

Although future developments may make the concept of “push” electronic
delivery of investment information viable, at the present time, we are not satisfied
that current security controls are sufficient for either approach to avoid these
significant potential pitfalls. We do not believe that a disclosure structure
designed to serve clients should be limited to communication channels that

remain subject to such significant concerns.

In light of these concerns, we believe that the only practical way to manage this
requirement will be to require face to face transactions or use regular mail, which
we anticipate will entail at least a 7 day trading delay. As the vast majority of
subsequent transactions are initiated by telephone, this Proposal will subject
most consumers to trading delays, with no option to choose otherwise. It is not
clear to us that the implications of this prior delivery requirement were brought to
the attention of the focus groups referred to in the Proposal. We believe that if
consumers understand that mandatory prior delivery of this information will entail
a potentially significant trading delay, many would prefer to select some form of
immediate trade. This could have the unintended result of pushing consumers
away from IVIC's and mutual funds and into investment choices that do not
require prior disclosure, such as GIC'’s, principle protected notes, exchange
traded funds or even directly held securities. We are concerned that the majority
of consumers will be poorly served by such a move, as they will lose the benefits
of diversification, pooled expense management and the guarantees and other
benefits of an IVIC. Other consumers may simply avoid investing entirely if it is

too difficult — this would not be a desirable outcome.
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Solution:

In keeping with the principles that all consumers are not alike, that consumers
should not have their contractual rights interfered with and that consumers
should have the ability to make decisions as to how they wish to deal with their
investments, we propose that clients should retain the ability to make an
informed choice as to how they will receive Fund Fact information on subsequent

transactions.

We propose that clients be given the option, at point of sale of the IVIC, as to
whether they receive Fund Facts documents prior to subsequent switches,
clearly accepting the delays that may result, or receive them with the confirm
following the processing of the requested transaction. In addition, the client will
be advised that they can at any time request Fund Fact sheets for any
investment option available under the IVIC, either from their insurance
representative, direct from the insurer or online. Clients would be reminded from
time to time that they have the right to change this delivery option by contacting

the insurer or their insurance representative and requesting a change.

We are open to the concept of a “default” selection of prior delivery if the
consumer does not make a specific choice otherwise. Such a position would
require consideration of system and contractual implications, to ensure that

unintended consequences do not arise.

Finally, where the subsequent transaction involves the payment of an additional
premium to a fund for which no Fund Fact sheet has previously been provided,
we would be willing to consider the implications of allowing the cooling off period
to run from the date the client is deemed to have received the confirmation and
Fund Fact sheet. Unlike mutual funds, subsequent transactions in an IVIC do not
involve the sale and purchase of a new asset — the only “asset” purchased by the

consumer is the IVIC itself. Subsequent premiums are covered by the terms of
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the contract. Any addition of a cooling off period will have contractual and
system implications that could be significant, and would require additional

research, but we would be willing to consider these implications.

This approach has the clear benefit of allowing the client to decide, relative to
their own situation, how to manage their {VIC. In addition, it makes it clear to the
client that choosing prior delivery will have certain ramifications, and could be
structured to release the insurer from any contractual obligation it may have to
process a transaction within a set time period from receipt of a request from the
client.

“Insurance Cost” Disclosure:

The Proposal requires that the Fund Fact and Key Fact documents for
segregated fund investment options split out the “cost of insurance” element for
the IVIC. Itis not clear in the Proposal what the purpose of this requirement is,
but discussions with the Joint Forum suggest that it was based on a belief that
segregated funds generally involve the “wrapping” of a life insurance policy
around an existing mutual fund. The "insurance cost” would then be the
difference between the cost of the segregated fund and the retail MER of the
“wrapped” mutual fund. If this is what the Joint Forum intends by the requirement
to disclose “insurance costs’, it is based on a misunderstanding of segregated

funds and insurance companies.

The “insurance cost” for a segregated fund is the full MER for that fund, because
it cannot be obtained other than through the (VIC. Where the segregated fund
invests in units of a mutual fund, consumers can already compare the retail costs
of the mutual fund on its own and the mutual fund within an IVIC, with
accompanying capital guarantees and other benefits. The insurer does not
purchase mutual fund units at retail prices. As an institutional investor, the

insurer acquires these units in large volumes at institutional investor rates.
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Because of this, the difference between that cost and the segregated fund MER
is not the “cost of insurance”. In addition, we have concerns about regulations
that could interfere in the competitive process by requiring one industry to

disclose the retail prices of the products of its competitor without reciprocity.

Many segregated funds are independently managed by the insurer or through
contracted sub-advisors and do not invest in mutual or pooled funds. Determining
a comparable “insurance cost” for such funds would not be appropriate as no
*underlying” mutual or pooled fund exists, and the fund cannot be obtained other
than through the IVIC.

The MER for the fund will also vary depending upon the nature of the guarantees
selected by the client. The segregated fund with a basic guarantee may have a
specified MER, while the same fund with advanced guarantees may have a
higher MER to reflect the additional risk being accepted by the insurer. These
fees are already disclosed where applicable, within the higher MER for the fund.

In addition, we are concerned that this requirement violates one of the principles
underlying this project — the provision of simple, comparative information to
consumers. The simplest and most easily understood comparative number for
consumers to work with is the MER. [t applies equally to segregated fund
investment options as it does to mutual funds. For “wrapped” mutual funds, the
advisor and the consumer can easily see the MER for both products and decide

if the additional benefits of the segregated fund are worth any pricing difference.
Solution:
We propose that the requirement to show a separate “insurance cost” number be

deleted, as it is not applicable in many situations, adds complexity and creates

non-comparable situations. Simply show the MER for the segregated fund
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investment option, and the client will have all the information required to compare

the product to segregated funds under other IVIC’s and mutual funds.

Incorporation by Reference of Key Fact and Fund Fact Documents:

The Proposal requires that the Key Fact and Fund Fact documents be
incorporated by reference into the insurance contract between the client and the
insurer. IVIC’s are complex life insurance products. Although the Key Facts
document can provide a simplified description of certain key elements, it is
inappropriate to make it a part of the contract. For the purpose of legal
interpretation of the terms of the agreement between the parties, there can, and
should, be only one principal document — the contract itself. Requiring multiple

documents creates confusion and uncertainty for both parties to the agreement.

Forcing the insurer to be contractually bound to two different documents that
purport to set out the terms of the agreement — one of which is written in
simplified terms and limited to only two pages covering only certain parts of the
agreement — is to create significant potential liability for the insurer. This is a
material change from the current rules, which specifically require that the

information folder state prominently that it is not a contract of insurance.

We believe that the objective of the Joint Forum is to ensure that insurers do not
mislead clients in the short form documents. We concur in this objective, but that
has already been covered by existing legislation. The insurer is already
prohibited by law from being misleading in any materials it makes public.

Solution:
We propose that the Key and Fund Fact documents should clearly disclose that

they are not the contract and are not intended to replace, supplement or interpret

the contract, but are only intended to provide a convenient summary of selected
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features of the contract. These documents should clearly refer the client to the
contract for full details.

Cooling Off Period Should Only Apply to Premiums:

The Proposal states that clients should generally have a 48 hour cooling off
period following any switches or purchases, whether initial or subsequent. The
IVIC already allows clients to switch amongst investment options within the
contract without fee, and at current market value. This is a far superior option to
clients than redeeming the funds from the policy at a potential loss, and with

potentially negative tax consequences.

In addition, this proposed right has the potential unintended consequence of
allowing clients escape the payment of deferred sales charges (“DSC"). DSC's
apply at the IVIC level, not at the segregated fund level. They are designed to
allow long term investors to invest all of their premiums in the selected
investment options from the outset, without the deduction of a sales charge
unless they leave the IVIC before the passage of a set period of time. For the
right consumer, this is an excellent option. This proposal would allow clients to
select Fund X on a DSC basis, stay in it for several years, then switch to Fund Y
and exercise the cooling off period right within 48 hours. Doing so would, under
this Proposal, allow the client to escape from paying the remaining applicable

DSC. We do not believe that the Joint Forum intends this result.

Solution:

We support a cooling off period within 48 hours of the initial issuance of an IVIC -
that is the product that the client has chosen. If they decide that they do not want

the IVIC, for whatever reason, they should be able to leave within 48 hours at the

lesser of their initial premium or current market value, without charge.
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There should not be a cooling off period for switches amongst investment options
under the IVIC once the initial 48 hours have passed however. The IVIC already
provides a more generous free switching right, so the cooling off period is not

necessary.

With respect to new premiums paid into an existing IVIC, introducing a cooling off
period would have contractual and systems implications that require additional
consideration. We would be willing to consider such an approach, subject to a
complete review of its implications to new and existing policyholders, to avoid

unintended consequences.

Conclusion:

We strongly support the Joint Forum in its effort to develop point of sale
disclosure materials that are useful to investors. However, we believe that any
such initiative should not be done at the expense of client rights or client choice,

and should reflect the nature of the products.

Segregated fund investment options are not mutual funds. The product being
sold is an IVIC, and not segregated funds. The regulatory regime under which
IVIC's operate is different from that for mutual funds, and this should be taken
into consideration to avoid unintended consequences of applying one solution for
dissimilar products. We appreciate that the Joint Forum has engaged in
significant public consultation on this initiative, and we are more than happy to

continue to be fully engaged in the process.
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We would be pleased to work together with our regulators to develop a practical,
useful and helpful tool for our clients. If we can be of any immediate assistance,
please contact me directly.

Yours truly,

b / [N
Denis Devos,

President and Chief Operating Officer, Canada

%s: Rick Rausch, Senior Vice President
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Independent Financial Brokers

Courtiers Indépendants en
Sécurité Financiére

October 15, 2007

Mr. Neil Mohindra
Acting Policy Manager
Joint Forum Project Office
5160 Yonge St.

Box 85, 17" Floor

North York ON M2N 6L9

Sent by Email: jointforum@fsco.gov.on.ca

Dear Mr. Mohindra:

Subject: Joint Forum of Financial Market Regulators: Proposed Framework
for Point of Sale Disclosure for Mutual Funds and Segregated Funds

Independent Financial Brokers of Canada (IFB) is pleased to provide our comments on

the Joint Forum of Financial Market Regulators (Joint Forum) Proposed framework 81-
406, Point of sale disclosure for mutual funds and segregated funds which was released
for comment on June 15, 2007.

At the outset, IFB would like to commend the Joint Forum on its objective to create
simpler, more meaningful disclosure documents for consumers to better understand their
financial investments. IFB supports this objective, as does our membership.

Who we are and why we are responding to this proposal.

IFB is an advisor association comprised of approximately 4,000 members, the majority of
whom are licensed to provide insurance, mutual fund and/or securities products and
advice to clients. In doing so, they help to ensure their clients are financially capable to
meet the demands of everyday life and save for the future. It is noteworthy that a recent
survey conducted by Investor Education showed that very few Canadians have any
financial plan whatsoever, whether it be to purchase a house or save for retirement. It is
important then that regulators be aware of the contribution that these financial advisors
make to the security of Canadians and that they not create a regulatory system which is so
burdensome that only the largest of players can continue to participate.





IFB was created over 20 years ago by a handful of insurance agents who believed that
consumers are best served by an agent who could source the financial market to bring
them the product most suited to address their particular need — rather than being restricted
by contractual agreement to offer only the product of their employer. From this early
beginning, IFB has grown to represent some 4,000 independent advisors, across Canada.
It is a fundamental belief of this Association and its members that unencumbered access
to financial products provides one of the cornerstones of consumer protection.

It is important in understanding our position on the point of sale proposals, that as
independent advisors, our members are self-employed businesspeople. These individuals
operate small enterprises, often located in smaller or rural communities. It follows then
that they will not necessarily be located in close proximity to the major offices of the
companies they do business with. As a result, some of the delivery requirements being
proposed in this paper will undoubtedly slow down their ability to service their clients
and, indeed, may well place them (in terms of lost business) and their clients at a
competitive disadvantage (i.e. if the client perceives there to be a lost market opportunity,
or actually experiences a lost market opportunity).

Since many IFB members sell mutual funds and/or segregated funds, our comments will
address point of sale (POS) issues related to both. In preparation for our response, we
undertook to survey our members to ascertain their views of the Key Facts/Fund Facts
documents and related proposals. We will reference their remarks throughout, as
appropriate.

Point of Sale Disclosure

The Key Facts and Fund Facts contain useful information for consumers who wish to
have an overview of their investment choice or to compare investment options.
However, they should not be viewed as a replacement for the more detailed information
contained in an insurance folder for segregated funds, or the simplified prospectus for
mutual funds. A two page summary cannot replicate the details contained in these
documents and consumers should not be led to believe otherwise.

A system of disclosure

The main rationale for introducing these simplified documents is to reduce confusion for
consumers. However, there is already in place a system of disclosure requirements and
documents related to financial products — only one piece of which is the Fund Facts/Key
Facts documents. Some of this documentation stems from regulatory demands and some
have been implemented by insurers and mutual funds to help consumers understand the
product they are investing in or purchasing more fully. Therefore, the Fund Facts/Key
Facts cannot be viewed in isolation.

There is considerable potential for overlap and confusion as new documents are added.
For example, much of the information related to 1VVICs and segregated funds, in the Key
Facts/Fund Facts, already exists as part of the insurance company’s Information Folder
and Summary Fact Statement (which contains fund highlights). This information, along





with an explanation to the client of their rights and obligations under the contract, is
required to be provided to the policyholder prior to their signing of the application.

Under the POS proposal this will not change, but insurance consumers will be forced to
also receive the Key Facts and Funds Facts. This stands in contrast to mutual fund
customers who, under this proposal, will receive the two page Fund Facts and receive the
simplified prospectus only if they request it. Mutual fund clients will benefit from an
overall reduction in the paperwork, while insurance policyholders will have added
requirements. Regulators must be conscious of the increased costs inherent in these
proposals. This information could be accessible at lesser cost on secure company
websites. In addition, this would ensure consumers receive the most up-to-date
information.

Another source of potential overlap comes from the Registration Reform Project, a
separate initiative currently underway by the Canadian Securities Administrators (CSA).
The RPP contains proposals relating to the development of a relationship disclosure
document (RDD). It is our understanding that the development of this document rests
with the MFDA and IDA and has not been made publicly available for industry input as
yet. How the RDD will interface with the POS documents is unknown at this point. IFB
suggests that if these documents are not developed in tandem, the outcome may well be
an added disclosure burden which will further frustrate consumers and advisors alike.

Unfortunately, problems arise from the attempts to create rigid documents for two
products that may share some similarities, but have fundamental differences which are
ignored in this approach. A better approach, and one which would be more beneficial for
consumers, is for regulators to define parameters of disclosure relevant to each product.
This less prescriptive approach would allow each industry to provide the level of
disclosure the Joint Forum wishes to achieve, while avoiding further duplication and
information which may be incomplete. There are a number of successful examples of a
principles-based approach - the most recent being the CCIR’s adoption of the three
principles to manage potential conflicts of interest situations between clients and
insurance sales intermediaries. The investment of time and effort by regulators and
industry stakeholders, including IFB, resulted in a solution endorsed by all. We urge the
Joint Forum to consider the many benefits of a less prescriptive approach, and to allow
each industry to assist in the development of separate, but equal, disclosure documents.

The following comments deal with the issues we see arising from the delivery
requirements contained in this Proposal.

Point of Sale delivery requirements

We are of the view that the POS delivery requirements, as proposed, have the strong
potential to lead to inequalities amongst existing channels of segregated fund and mutual
fund sales distribution that could ultimately have a negative impact on consumers.

IFB fully supports the Committee’s intent to ensure that consumers who wish to purchase
mutual fund and segregated funds products receive clear and meaningful disclosure and





we endorse the concept of limiting the Key Facts and Fund Facts documents to two
pages. However, we are concerned that the inflexibility we see in the actual delivery of
these disclosure documents will lead to customer frustration and potentially place the
independent system of sales distribution (such as our members) and their clients at a
competitive disadvantage relative to other sales channels.

Those who invest in mutual funds, like purchasers of other types of investment products,
expect purchases and sales to be made promptly once the instruction has been received.
Under the proposed POS delivery, clients would have to receive the Key Facts and Fund
Facts documents before their order can be executed. This lag time will undoubtedly lead
to consumer frustration and potentially even negatively affect their investment in the
event the unit price has increased between the time they request that a purchase be made
and the delivery of an updated Fund Facts document.

In-home and telephone sales may be most adversely affected.

Many of our members conduct business with clients in the client’s home or over the
telephone. In fact, our survey of members showed that over 90 percent conduct sales
meetings in their client’s homes. This type of personalized client-broker interaction is a
hallmark of the type of convenience and level of service our members provide. Often,
these meetings will be informational or instructional in nature, in which case neither party
will know in advance which segregated fund or mutual fund product will best suit the
client. The requirement that the Fund Facts be delivered at or before the time a client
instructs the advisor to purchase a mutual fund will create barriers for these types of sales
meetings by delaying the transaction if the advisor does not physically have the
applicable Fund Facts document with him/her.

We are concerned that insufficient consideration has been given in the drafting of these
delivery requirements to the full range of advisory relationships that exist. It appears to
us that these requirements are biased in favour of larger brokerages with significant in-
house support services. Below are several representative responses from IFB members
who responded to our survey:

“Regulators have the misconception that all licensed reps work out of

an office with a staff to assist them. This is far from the truth.”

“These kinds of requirements are fine if the agent lives and works in
an urban area or does most of his/her business in the office. For an
agent whose sales area consists of a large rural area and conducts
business in the client’s home, the delivery requirements will be
impossible to follow on many occasions. It seems to me that the
regulators have come up with this plan without considering the
logistics for agents living and working outside large, urban areas.”

The requirement for intermediaries to recommend only suitable products could be
negatively affected.

IFB members are bound by the association’s Code of Ethics as a condition of
membership. Our Code reflects the Joint Forum’s own guidelines for conducting






financial transactions as well as the three principles for the sale of insurance endorsed by
the CCIR. Each of these requires that advisors must recommend only those products
which meet the needs of the client.

The IFB Code of Ethics begins with the following statement:
“This Code of Ethics applies to all financial transactions, without regard to
the product category, the type of intermediary, or the means by which the
purchase of a product or service is transacted.”

The sections of our Code most relevant to this discussion are that the member must:
1. Place the interests of the Client ahead of the broker’s own interests.
2. Ensure the needs of the Client are met by learning the client’s needs, objectives
and circumstances before giving advice or making recommendations.
3. Provide full disclosure of any conflicts of interest and financial product
information, including a clear description of the product or service and how it
will fulfill the needs of the client.

We submit that the requirement to provide the Fund Facts at, or before, the point of sale
may well place our members in a conflict situation related to their fiduciary
responsibilities. It will also undermine the principle of product suitability if investors,
seeking a more immediate solution, choose a product whose literature the advisor has at
hand rather than wait for alternate product documents to be delivered at a future time.
This is more likely to be a problem where sales are conducted in a client’s home or over
the telephone.

In addition, consumer frustration arising from these new POS rules may be directed at
individual advisors in that consumers may perceive that other sales distribution channels
have the ability to be more responsive in carrying out their investment instructions. For
example, a consumer may choose to walk into a bank branch, rather than wait for his/her
broker to return at a subsequent meeting with the appropriate Fund Facts. In this case,
the bank is likely to have the administrative capability to supply the Fund Facts document
without such a delay. However, the actual product choices available to the consumer
may be more limited and s/he may not receive the same degree of detailed financial needs
analysis that an independent advisor would provide.

We are very concerned that the proposed POS will undermine independent brokers - who
are legitimate, licensed participants in the financial marketplace - and place them at a
competitive disadvantage. Regulatory rules and procedures should not inadvertently
advantage one channel of distribution over another or create a regulatory climate which
only large dealers or bank-owned dealers can comply with. There is already a great deal
of pressure on the individual advisor channel. Individual advisors operate in a highly
competitive marketplace and face an increasingly heavy regulatory burden — especially as
it relates to the mutual fund industry. Furthering this pressure may well lead to a
reduction in those entering and remaining in this industry. It is our strongly held view
that the demise of the independent channel of advice is not in the best interests of
consumers.





Point of sale requirements need to recognize that there are different levels of
investor expertise

IFB appreciates the difficulties and challenges of ensuring consumers receive appropriate
information on segregated and mutual fund products in a plain language format.
Certainly, few investors read the plethora of information related to such funds already
available to them. However, we caution that in trying to implement a “one size fits all”
approach to the POS delivery, consumers may turn away from mutual and segregated
funds and seek out other types of investments, which may well carry a higher risk.

Investors will range from the first time buyer to those who have invested in a variety of
funds over a number of years. There are those who choose to use a discount broker, and
receive no investment advice, and those who choose to set up a discretionary account,
where they have delegated decision making to the advisor.

Experienced investors should not be faced with being forced to wait to receive the Fund
Facts document, which may delay their transaction and add market risk. In addition, the
proposed rules will change the way these investors have been used to transacting business
with their advisor. Such changes will not be welcome if they lead to delays and
inconvenience. Indeed, for segregated funds, it appears to interfere with the contractual
rights which already exist under the IVIC.

IFB suggests that more sophisticated, or experienced investors (for example, those who
have chosen to use a discount broker or conduct their trades over the internet, and those
with discretionary accounts) should have the option to waive the requirement to receive
the Funds Facts document in advance of executing a trade. At a minimum, they should
be able to defer receipt of the Fund Facts and receive it with their trade confirmation.
This would have the added advantage of having it come directly from the fund company
and reduce the potential for outdated material being erroneously distributed.

Subsequent transactions

The requirement that additional Fund Facts must be delivered on all subsequent
transactions is overly-onerous for consumers and advisors alike. Many of our members’
clients currently enjoy the convenience of transacting business over the telephone. This
is extremely frequent where the client is adding to an existing investment. Under this
proposal, clients would be forced to receive a much lower standard of service while they
wait for another Fund Fact document to be delivered. This will be particularly difficult
for advisors to comply with during the busy RSP season where many transactions occur
late in the year and in the first quarter of the following year. Clients who face delays and
even potentially miss out on the tax advantages of an RRSP contribution will be
frustrated and angry, and may well lead to complaints against the advisor.

We submit that the requirement to not transact until another Fund Facts document has
been received will undermine the objective of providing consumers with meaningful and
timely information and reduces the choices that consumers have available to them now.
We suggest that subsequent purchases should be exempt from the delivery requirements.





In the alternative, clients could elect to receive an updated copy once a year or simply be
directed to the company’s website to obtain this information.

Family of fund information

The proposal requires that information presented in the Fund Facts be fund specific and
not fund summary documents reflective of the funds in a fund family. In our view, the
fund specific approach ignores some of the valuable investment features that a family of
fund approach offers, such as the various investment options available and the ability to
switch within the family for no cost. Furthermore, because of the way some of the costs
and compensation information required to be disclosed in the Fund Facts is not accurate
when looked at on a fund specific level. It would not be consistent with the intent of
these POS proposals to provide consumers with reduced disclosure. In addition, and as
noted in our comments earlier, there are also practical considerations as to the number of
Fund Facts that an advisor will have to carry with him/her to client meetings which may
lead to the consumer choosing from readily available materials.

One of our survey respondents summarized his concern as follows:
“l use a portfolio approach, using a defined Investment Policy
Statement. The funds held by the client fit within defined asset classes.
This is NOT a product based approach. The product is secondary to
the asset allocation decision. The Regulators seem to think all clients
are buying a product, when my clients buy a financial plan. The fund
is merely one vehicle for executing this plan.”

Failure to deliver the Fund Facts

Under this proposal, mutual fund investors will have the right to cancel their purchase at
any time if they do not receive the Fund Facts. Such an entirely open-ended cancellation
right is fraught with compliance difficulties and creates new liability for advisors, dealers,
fund companies and other pooled investors. In the event of a market downturn, for
example, investors could argue that they did not receive the Fund Facts and attempt to
cancel the original purchase. If a large number were successful, there would be negative
repercussions for the remaining unit holders who would have to bear the loss of these
rescissions. No doubt a great deal of time and money would be spent trying to ascertain
whether such claims have merit. In addition, the same right to cancellation is not
available to segregated fund policyholders who would have to go through a different
complaint process.

Comments related to the content of the Fund Facts
In this section we will provide input on some of the specific sections of the Fund Facts
document.

In the section dealing with how the advisor is paid, the trailing commission for
segregated funds is better described as a fee earned for servicing the contract.

Not all advisors are paid by commission. Some operate on a fee only basis and others
may be employees who earn a salary plus bonus.





There is no mention of ‘no load’ funds.

We note that the Fund Facts tells the consumer that s/he may cancel the purchase by
notifying the advisor in writing within 2 days. The consultation paper indicates that the
consumer must notify the dealer or insurer in writing in order to cancel the purchase.

Our members have identified some other wording changes to increase the clarity of some
sections. We would be pleased to work with the Committee on further wording changes.

Concluding remarks

In conclusion, the delivery of insurance and mutual fund products and advice through
individual brokers and agents, who bring a personalized approach to consumers often in
their own homes, is of great value. It concerns us deeply then that initiatives that increase
the regulatory burden on all market participants may well prejudice smaller, independent
players — like our members. The unfortunate result will be a reduction in choice for
consumers who wish to access sound financial advice from their local broker, and
ultimately negatively impact the very consumer protection that regulators seek to
increase.

IFB would welcome the opportunity to work with the Joint Forum to find solutions to
those aspects of the POS regime which will negatively impact on the level of customer
service clients of our members currently enjoy. We believe that the goals and objectives
of the Joint Forum can successfully be met through a less prescriptive approach. In this
regard, we encourage you to look to the experience of the life insurance industry and its
regulators as an example of successful collaboration.

We look forward to our further participation in this initiative. Should you require further
clarification on any of the above, please contact the undersigned.

Yours truly,

John Whaley
Executive Director

Email: jaw@ifbc.ca

200 — 4284 Village Centre Court
Mississauga ON L4Z 1S2
Tel: (905) 279-2727 Toll-free: 1-888-654-333
Website: www.ifbc.ca






BY ELECTRONIC MAIL: jointforum@fsco.gov.on.ca

October 2, 2007

Mr. Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Yonge St.

Box 85, 17" Floor

North York, ON

M2N 6L9

Dear Sir:

Re:  Joint Forum Proposed Framework 81-406, IFIC Comments

We are writing to provide comments of the Members of The Investment Funds Institute of
Canada (“IFIC”) on the Joint Forum of Financial Market Regulators (“Joint Forum”) Proposed
framework 81-406, Point of sale disclosure for mutual funds and segregated funds (“Proposed
Framework” or “Proposal’”’) released for comment on June 15, 2007.

1. Overview

IFIC supports the objectives of the Proposed Framework to develop more meaningful disclosure
documents for the sale of mutual funds and segregated funds. We appreciate the consultative
process that the Joint Forum has undertaken with this initiative and the opportunity to provide
comments.

As a general point, it is important that the Proposal be developed with full consideration of the
highly regulated framework that presently exists for the sale of mutual funds. Mutual fund sales
are subject to Know Your Client (“KYC”) and suitability requirements; advisors and dealers are
under a duty to sell a suitable product to the consumer; and dealers are required to review all
trades for suitability. Furthermore, the Proposal would benefit greatly from full integration with
other disclosure initiatives that are presently under consideration, such as the Client Relationship
Model of Registration Reform.

In this submission we set out (Section 2) recommendations for modifying the Proposed
Framework which are aimed at improving the accuracy and clarity of the information provided
and the timing of such delivery to best assist consumers to make well-informed decisions.
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Because smooth implementation is dependent on finding solutions to problems identified, as well
as the co-ordination of activities across a large group of regulatory and industry organizations we
also recommend (Section 3) that an implementation process be put in place earlier rather than
later.

We also provide (Sections 4 and 5) an assessment of the challenges and impacts of the Proposed
Framework in its current form, including the potential to reduce access to mutual funds by many
Canadians. Finally in an Annex to this letter we append answers to the specific questions you
have directed in the consultation document to industry participants.

2. Recommendations for Improvement to the Proposed Framework
a) Information Accuracy and Timeliness

Fundamental to consumers making sound decisions on what investment products to buy, is
the availability of accurate information at the appropriate time in the decision process.

We agree that a key area where clarity and accuracy are imperative is in the information we
provide consumers on how much it will cost to buy and/or own a fund within a fund family,
which might be defined as the group of funds currently issued under the same Simplified
Prospectus. The pricing and compensation structure of a fund offered by a Manager are set
at a fund family level, and not at an individual fund level. The information, therefore, is only
accurate when explained at the fund family level. And so a possible solution that merits
further discussion is taking the sales and compensation information that is presented fund-by-
fund on page two of the Proposed Framework and putting it into a summary document that is
provided to the investor before any investments are made. A fund family document of this
nature would be analogous to the Key Facts document suggested in your Proposed
Framework for segregated funds, which contemplates certain topics best discussed at the
fund family level.

The ideal time for presenting this information is, of course, at Account Opening when the
consumer is making some critical decisions including: assessing whether to enter into a
relationship with an advisor, what kind of portfolio structure will best help him/her meet
his/her investment objectives, etc. This leads to a discussion about the right products and it is
at this point that clarity on what these products will cost is critical. A summary document
that lays out the pricing of funds within a family would be very helpful. For example, if the
arrangement is on a deferred sales charge basis, the advisor can explain the various features
of such an arrangement, namely that switching between funds will not trigger any redemption
charge, and the way in which a 10% free withdrawal process applies to a family of funds.

b) Account Opening

Provision of a summary document at Account Opening would then be supplemented by an
abbreviated Fund Facts, possibly one page, that contains the other information contemplated
by the Proposed Framework, including: disclosure of the fund management fee which
already appears very prominently on the top of the front page of the proposal, classification
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of the fund, risk level, etc. This abbreviated Fund Facts could be provided multiple times
and at many stages in the process. For example it can accompany the fund summary
document at Account Opening, it can be available on a continuous basis on an industry web
site which the consumer would be made aware of and encouraged to visit to get the latest
update, and it could always be provided with a trade confirmation.

Account Opening for client name accounts would occur at the time a consumer intended to
transact for the first time with a particular fund family. For nominee accounts prevalent in
the IDA channel, the account opening aspects of mutual fund transactions would occur when
a fund family was being considered for the first time by the consumer in his relationship with
an IDA broker.

c¢) Connection between POS project and CRM Initiative

We have noted that as part of the Registration Reform Project, the SROs have been tasked
with developing new rules and procedures on account opening, disclosure of costs and
conflicts and performance reporting. These activities are generally described as the Client
Relationship Model (CRM). We suggest it is critical that these two projects, the POS project
and the CRM initiative, be integrated in a significant way. CSA leaders have acknowledged
in a number of discussions that these efforts had been quite independent of each other and
that there needs to be more overlap. We believe that a concerted effort should be made to
assess where these two initiatives intersect and co-ordinate solutions as this would enhance
them both, and provide consumers with superior level of information and clarity.

d) Subsequent Sales and Switches

Once an account has been opened, the consumer and the advisor keep in touch and conduct
transactions in various ways — they meet at the advisor’s office, as it often happens in a bank
branch situation, or in a client’s home as often happens with advisors of independent dealers,
or they may transact by phone, or via internet in discount brokerage situations.

By far the most common means of subsequent transaction is by telephone (in the IDA
channel it is as high as 90%) where the expectation of the client is that a discussion will lead
to a transaction being done, often immediately or by the end of that day.

In the disclosure model we propose the consumer will have already received full information
on pricing and compensation structure offered by a manager, and has received the
abbreviated fund facts at or after account opening. The desired transactions for a subsequent
sale or a switch can be agreed to and processed by the advisor immediately without any
interruption.
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3. Implementation — Steering Committee Recommended

It is useful to keep in mind, that once all the basic principles for an effective fund information
model are agreed upon, there may still be significant operational issues that arise that may
prevent implementation in a manner that delivers the benefits we want for consumers or that can
be accommodated across the range of business models that we know exist in the market place.
We understand that the Joint Forum will rely on the Securities Commissions but active
involvement by the SROs (IDA and MFDA) will be expected for oversight of implementation.
Delivering on the promise we collectively make to improve POS disclosure will depend very
much on the quality and speed of implementation. To ensure that legitimate implementation
issues are identified and worked through in advance of a final rule being adopted, we recommend
the establishment of a formal implementation steering committee comprised of members of the
senior regulators, the SROs and industry leaders to oversee the next steps of this initiative. This
approach would be very analogous to the current Registration Reform Steering Committee
comprised of these same constituents. We further recommend that this committee be appointed
immediately so that it can help interpret the feedback received from the current comment period
ending October 15 and to inform the development of the final rule. In this regard, IFIC will
work with you to nominate knowledgeable industry leaders for such an implementation steering
committee.

4. Assessment of Challenges Presented by the Proposed Framework

We have attempted, above, to provide suggestions to improve the design of a POS disclosure
program that will meet your objectives to provide consumers with more meaningful information
on mutual funds prior to purchase.

In this section we provide our comments on the negative impact your Proposed Framework will
have on investors as well as the industry, if it is enacted in precisely the manner in which it has
been presented. Our assessment is provided below in two principal areas: delivery issues and
content issues and we have tried, wherever we could, to illustrate the concerns with empirical
data so that the full impact can be understood.

a. Delivery Issues

The major challenge with the proposal arises from the inflexibility of the requirement to
deliver the Fund Facts at or before the point of sale (“POS”) for all transaction types and all
clients without exception, and the disruption and inefficiencies this implies for certain
transactions.

I. Interruption of Subsequent Sales and Switches

Sales and switches that occur in a client’s account following the initial account opening
stage (“Subsequent Sales™) are sales for which there is an established client-advisor
relationship and for which there is the greatest risk of trade interruptions caused by the
overly specific delivery requirements of the Proposed Framework. Any disruption to
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the presently efficient processes for conducting these trades, which are most often
conducted over the telephone or in the client’s home, will lead to dissatisfied customers
who will ask for, or be open to, investments with fewer pre-sale disclosure
requirements. The risk is that this would result in less suitable investment solutions,
which would not be in the best interests of consumers. What follows is a more detailed
description of the issues raised for telephone and in-home sales.

1) Telephone Sales

A large proportion of mutual fund sales are conducted over the telephone. The
inflexibility of the delivery requirements under the Proposed Framework will cause
significant disruption to these sales. According to a sample of IFIC Members
surveyed this summer, 43% of total 2006 sales were conducted over the phone.*
For some Member firms, telephone transactions for both Subsequent and Initial
Sales occupy a much higher percentage of their total business — some as high as
100%. IDA firms have indicated that as much as 90% of their mutual fund sales are
conducted over the phone. These business models, and more importantly, the clients
they serve, would be severely impacted by the delivery obligation for pre-sale
delivery limited only to paper-based, faxed or e-mailed disclosure documents.

To illustrate the difficulty for the telephone channel, consider a typical transaction
whereby a client calls into the Call Centre or his advisor and is connected with a
registered salesperson. The registrant reviews the client’s account while on the line,
and is expected by the client to transact immediately according to instructions
given, provided that they are consistent with the client’s KYC.

Instead of transacting immediately in the chosen fund, as the client is accustomed to
doing, he/she would be told that an up-to-date Fund Facts would be mailed/faxed/e-
mailed (as currently provided for in the Proposed Framework), and requested to call
back on receipt of the document to place the order. An e-mail response would not
be acceptable as the vast majority of firms have a policy against accepting trade
instructions by e-mail because of potential delays, miscommunication or safety
reasons discussed further below. The undue delays created by the delivery
requirement raise problems for any client wishing to conduct a time-sensitive
transaction, such as an RRSP contribution on the last day of the RRSP season, or a
transaction in a volatile market.

! To assess the importance of the different channels for purchasing mutual funds, an IFIC survey questionnaire was
sent in July 2007 to IFIC Dealer Members (the “IFIC Channel Survey”) . The questionnaire asked Members to
estimate the percentage of their total retail transactions last year conducted over the internet, by telephone, in
branch, and in client location. Replies were received from 10 mutual fund dealers across a wide range of sizes and
business models. The 10-firm sample represents the activities of over 21,000 registered representatives and gross
sales in 2006 of over $28 billion. Total industry gross sales in 2006 amounted to $150.9 billion. Of the 13.8 million
total transactions recorded by the sample last year, 8% were conducted over the internet, 43% by phone, 20% in
branch and 26% in the client’s location.
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2) In Home Sales

A large proportion of mutual fund transactions conducted by our dealer Members,
an estimated 26% in the IFIC channel survey, occur in person at the client’s
residence or place of business. We believe that the Proposed Framework will limit
the investment choice available to clients serviced by in-home sales. Typically, the
sales representative will travel to the client, sometimes over long distances and
often for small or mid-sized accounts, to conduct an in-person interview and
transact for the client’s account. In most cases the account opening process may
require more than one meeting with the client, and in the case where the initial sales
recommendation occurs during the initial meeting, the advisor is likely to
recommend from a limited set of funds known in advance using a variety of
marketing materials or informational tools on the funds being recommended.

Accordingly, for initial sales at account opening, delivering the Fund Facts at POS
will create some logistical concerns. Subsequent in-home sales tend to be additional
contributions by the client to existing funds and/or changes to the mix of funds in
the client's existing portfolio to reflect market changes or changes in the client's
circumstances. In some cases the face-to-face, in-home interview may produce a
recommended solution for which the advisor is not carrying the required
documents. This could come, for example, as a result of a change in the consumer’s
profile or financial situation, or, on occasion, from the consumer himself who might
request to purchase units of a fund that he has heard about or researched separately.

A consumer working with an advisor who conducts extensive in-person, in-client-
location business may be able to choose, for example, from as many as 1800 funds
from 30 - 40 different companies. Under the Proposed Framework, and given the
additional costs of fulfillment that the management of these multiple disclosure
documents would imply, the advisor may be forced to restrict the number of
investment options offered to clients, offer more single than multi-fund solutions, or
focus more on pre-determined solutions than on needs-oriented discussions.
Alternatively, other products not covered by the proposed POS rules will become
much more attractive to buy or sell.

ii.Impact on Consumers

One of the weaknesses of the Proposed Framework is that it does not recognize that clients
may fall within any one of three categories — discretionary, self-directed, and advisor-
based — and their information needs and tolerance for transaction interruptions may vary
radically from one group to the next and within each group.

1) Discretionary Clients
Overlooked by this Proposal is the category of clients known as discretionary

clients who have delegated investment decisions and the management of their
accounts to an investment counsel or portfolio manager. In these situations the
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investment manager would construct a portfolio using, in many cases, mutual funds
as an important component of the portfolio. These clients would not receive
disclosure materials, either before or after transactions in their accounts. This
Proposal clearly does not take into account the requirements of these clients.

2) Self-Directed Clients

Neither does the Proposal take into account the needs and expectations of self-
directed clients. These clients may, for example, have signed Limited Trade
Authorizations with their advisors to enable them to trade on instructions without a
follow-up signature. These clients are likely not to want additional printed
disclosure mandated for pre-sale delivery if it would mean an interruption or loss of
convenience in the conduct of their trades.

The Proposal does not include the possibility that these clients might prefer to
access the information themselves at their time of choosing prior to the sale. The
approach does not, for example, recognize the utilization of internet technology for
the transmission of regulatory disclosure, an approach that is increasingly being
adopted in other jurisdictions.? Typically, self-directed clients are frequent users of
the internet for these purposes.

3) Advisor-based

Research conducted by IFIC this year suggests that similar preferences exist for
large segments of the advisor-based investing public. A guantitative national study
of 2,508 clients conducted in May and June, for example, showed that 83% of
mutual fund clients continue to rely on advisors and 65% believe that reading
detailed printed information about a mutual fund should not be a requirement for
purchase. In qualitative testing of clients and advisors held in Toronto, Montreal
and Vancouver in August, we found that while clients generally reacted positively
to the contents of Fund Facts, their reactions varied widely as to mandated delivery,
and the possible consequences for the interruption of trades. Their reactions to the
latter varied by their level of investment knowledge and sophistication.
Sophisticated clients showed less tolerance than less knowledgeable clients of trade
interruptions, and some viewed mandatory delivery of Fund Facts as an approach as
too patronizing or bureaucratic.

b. Content Issues

We agree that standardization of Fund Facts is desirable for ease of reading and fund
comparisons, and support prescribing certain elements and their order, and some of the

2 The SEC, for example, has adopted amendments to the proxy rules under the Securities Exchange Act of 1934 (the
“Exchange Act”) requiring issuers to furnish proxy materials to shareholders by posting these materials on a
publicly accessible Internet Website and notifying shareholders of the availability of the materials and how to access
them.
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section headings and language. We are concerned, however, that some of the prescribed
language of Fund Facts is misplaced or misleading, and in some cases misses important
relevant information. We have concerns with respect to i) Cost and Compensation sections of
Page 2 of Fund Facts, ii) Deferred Sales Service Charges (“DSC”), iii) the Prescribed
Content of Page 1 of Fund Facts, and iv) other missing information that we believe is
relevant to a consumer making an investment decision. It is our view that the proposed
disclosure on these items should be corrected, enhanced and, where indicated, directed to
occur at a time when it would have most relevance to the consumer — at account opening.
Please refer to our constructive proposals to improve this disclosure in section 2 of this
submission.

i. Costs and Compensation

Under the “How much does it cost?” section of Page 2 of Fund Facts, it is proposed
that the consumer be informed of a number of options regarding the payment of
sales charges. Clients are informed that they have the option of choosing from
among a list of possible sales charge models, and, if initial sales charges are chosen,
the option of a negotiated rate. This proposed language is very misleading in several
ways. The sales charge options operate at the fund family level and not at the fund
level, different sales charge options available to be sold by an advisor are
determined at the dealer level and are best disclosed to the client at account
opening. These are not options that can be decided on or negotiated on a transaction
by transaction basis. Some dealers, for example, offer only “no load” funds, which
is a category not even listed on the proposed Page 2. Some do not offer DSC funds.
While we agree with a disclosure document that clarifies the many ways that a fund
can be purchased in the market, we do not support a document that misleads by
suggesting to the consumer that choices exist where they do not.

Under the “How does my advisor get paid?” section of Page 2 of Fund Facts, a
number of features relating to commissions and commission rates are listed. This is
by no means a complete listing of all compensation arrangements that are available
in the industry. Some advisors work under a fee-based arrangement. In the case of
a bank branch retailing their own proprietary funds, advisors are salaried with
various bonus arrangements.

We support enhanced disclosure on pricing and compensation arrangements but
believe this is best discussed in a thorough way at account opening, the point in
time when that information is most useful to the consumer, and for this reason have
recommended to the Joint Forum that the present POS initiative be considered in
the context of, and aligned with, the Client Relationship Model of the Registration
Reform Project. These two initiatives share similar objectives with respect to
improving the understanding of clients regarding fees and the service levels they
can expect from the relationship. In our view, continuing to consider the two
initiatives  separately risks introducing serious duplication, administrative
complexity and consumer confusion.
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ii. Deferred Sales Charges

An additional problem in the prescribed language is in regard to DSC Units. DSC
redemption fees, for example, almost always apply at the fund family level. For a
switch between funds within the same fund family the DSC fee schedule is not re-set
for the purchased fund, it is carried forward unchanged from the original purchase.
In addition, clients of DSC funds are often allowed up to 10% redemptions within
any year without incurring a deferred charge on such redemptions. These benefits
are absent from the descriptions provided in the proposed document. Comparing two
DSC funds in different fund families by only looking at their respective Fund Facts
sheets would not tell the complete story. A single fund focus in this case understates
the benefits available to one fund over another for cost-effective rebalancing down
the road.

iii. Prescribed Content

Prescribed content that would apply to all funds in all cases may not yield the most
relevant information for the consumer. For example, the industry mix pie-chart on
Page 1 may be useful in the context of an equity fund but less relevant in the case of
a global sector fund, such as telecom or financial services, where a geographic
breakdown of the underlying issuers would be more useful. This is one illustration
where a “one-size-fits-all” prescribed approach does not provide the most useful and
relevant information to a consumer. We would be pleased to work with the
regulators in proposing a more workable, less prescribed approach to this and other
areas of the document.

5. Impact of Proposal

In addition to the impact of the rigid delivery requirements and potentially misleading content,
the Proposal will have severe implications with regard to arbitrage of product, compliance and
audit issues, and fairness in the marketplace.

a. Reduced Access to Mutual Funds by Canadians

The very prescriptive approach to the delivery of the Fund Facts to the consumer at or
immediately before point of sale does not accommodate the many ways that consumers
prefer to inform themselves about the investments they buy, and will disadvantage the sales
processes by which the vast majority of mutual fund sales are done. This we believe will
have long-term negative implications for consumer choice if firms shorten their product
shelves due to logistical and fulfillment costs associated with the Proposal or if clients seek
out other products as the ease of transacting shifts in favour of these other less regulated
products.
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Disclosure requirements and sales practice rules applicable to Canadian mutual funds and
segregated funds would, under the Proposed Framework, become more onerous than for
virtually all other retail financial products in Canada. This is of concern to us because a large
proportion of mutual funds sold in Canada today are sold outside of the MFDA channel,
where the sales representatives are licensed to sell, in addition to mutual funds, other retail
financial products which may have much greater risks but little or no point of sales disclosure
requirements. Further, in the IDA channel investors and their advisors expect to transact in
very efficient means electronically and instantly. We anticipate that there will be a significant
reduction in mutual fund sales in the IDA channel through any adaptation of the Proposed
Framework, including our proposed enhancements, and that a full and literal application of
the Proposed Framework will lead to a virtual cut-off of mutual fund sales in this channel.

Various statistics indicate the significance of the IDA channel in the distribution of mutual
funds. The Investment Industry Association of Canada (“I1AC”) indicates that IDA Members
managed over $200 billion of mutual fund assets in 2006, or roughly one-quarter the total
$900 billion in assets that they managed on behalf of their retail clients. Though less than the
approximately $300 billion reported as assets under management of MFDA Member firms,
the IDA segment represents a large and growing sector of the industry®. Moreover, some
distributors with dual IDA and MFDA platforms have indicated that they distribute as much
as 80% of their total mutual fund sales through their IDA channel.

The importance of the IDA channel for the distribution of mutual funds has particular
significance when considering the variety of other retail products which are also available for
sale in this channel and which have little or no point of sale disclosure requirements. For
example, Exchange Traded Funds (“ETFs”) and their distributors are not required to provide
a disclosure document to consumers who purchase ETF shares or units in the secondary
market. Similarly, Canadian producers of separately managed accounts and wrap accounts
are not required to produce or provide to clients any disclosure with respect to the operation
of the account or service®. For Principal Protected Notes there are no specific disclosure
requirements currently.

This contrasts with the greater consistency of rules across like products that exist in U.S.
markets. U.S. ETFs and their distributors, for example, are required by the rules of the
exchanges on which they are listed to provide secondary market ETF purchasers with a
disclosure document known as a “Product Description”. Similarly, U.S. producers of
separately managed accounts and wrap accounts (who, in addition to being registered as
broker-dealers, must be registered with the Securities and Exchange Commission under the
Investment Advisers Act (the “IA ACT™)) are required to give clients a copy of the firm’s
Form ADV Part Il or a Brochure prepared in accordance with rules under the 1A Act.

® Sources: IIAC Securities Industry Performance Report Q4 2006 and MFDA website. MFDA Member firms had
Assets Under Management of $308.6 Billion in July 2007, approximately 44% of total net assets for the industry.
* Many producers of separately managed accounts and wrap accounts provide clients with an investment policy
statement or some other information about how the product or account will be managed. This disclosure does not
typically contain as much information as would be found in a Canadian mutual fund prospectus or any of the U.S.
disclosure documents.
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The unlevelled playing field that currently exists in Canada will be further tilted against
mutual funds if the Proposed Framework is implemented.

b. Operational Issues

The Proposal carries with it higher costs of fulfillment due to a substantial increase in the
number of regulatory disclosure documents, and for those firms requiring new or upgraded
internet systems, a significant technology build that could require years to develop.

The Proposed Framework would require dealers to manage large additional volumes of paper
related to funds carried. It would not be unusual, for example, for a large independent dealer
to carry funds from 20 different fund companies. Currently there would be a single
Simplified Prospectus to deliver for each fund family — 20 documents in this case. If each
fund family had 50 funds, each with 3 series or more, the number of regulatory documents
required to be kept on hand at the dealership, or managed by a fund company fulfillment
service, would rise from 20 to at least 3,000. Many large fund companies would have more
than 50 funds with more than 3 series for each. While the example is illustrative only, the
implication is that there would be significant added burden on dealer back offices and fund
company fulfillment groups due to the additional volumes of separate disclosure documents.
This reality will not only lead to higher costs which the consumer will ultimately bear but
restricted access to funds as dealers and advisors will tend to narrow the number of fund
families and specific funds offered to handle the sheer logistic complexity of paperwork
involved.

It has been suggested that the delivery obligation for phone transactions could be met by e-
mailing the Fund Facts to the client while on the line, or by e-mailing the document and
having the client call back. Many dealers, however, are reluctant for security reasons to use
‘push’ e-mail for delivering transaction-related material to clients.> An e-mail containing a
copy of Fund Facts from a dealer to a client, for example, would be an open communication
receivable by other parties indicating that the client has an investment account at the
respective dealer and is considering an investment in the fund in question. This information
could be used in fraudulent e-mail communications with the client in the future, thus
exposing the client and dealer to financial risk.

One practical and secure way of sending the information by e-mail would be through a
proprietary secure website whereby the client would log on to his/her account and download
the relevant information. Most firms do not have this technology at present and building it
would require a major systems build, which would be economically feasible only for the
largest of firms. This would alter the competitive landscape of the industry and likely result
in higher costs for consumers. But, even if such a facility was available it would be viewed as
very cumbersome by most investors.

® Nine out of 10 firms responding to the IFIC channel survey, for example, indicated that they do not utilize push e-
mail methods for sending client sensitive information.
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c. Compliance Issues

The difficulty of tracking compliance for delivery of required disclosure at or before point of
sales would be significant, and would present a major issue of non-compliance for firms and
their advisors.

With this much additional paper disclosure documents in the system, thus raising the risk of
non-delivery due to the wrong document being provided, and no existing processes available
for tracking compliance, the difficulties of providing an accurate trail for audit purposes will
be enormous. Added to this is the significant risk for the firm of not establishing proof of
delivery, as the withdrawal right provided to the client in the case of non-delivery is
unlimited. This additional and significant operational risk to dealers and fund companies will
ultimately have further adverse effect on shelf space - a dealer may want to keep costs down
(and reduce the potential for error) by further limiting the number of fund families, the
number of funds or series of funds. This would disadvantage consumers as it would reduce
choice, and promote a greater reliance on packaged rather than needs-oriented solutions for
clients.

Ultimately, the inability to track compliance would result in ineffective enforcement, thus
undermining the securities regulatory framework as a whole.

d. Fairness in the Marketplace with respect to the Non-Delivery Right

In the Proposed Framework it is proposed that, on non-delivery of the Fund Facts, consumers
have a right to withdraw from the purchase by receiving the amount of their original
investment, plus any fees. This gives consumers a free valuable put option on their mutual
fund purchases which is exercisable at any time after purchase if they are successful in
claiming non-delivery of Fund Facts. If the market value of the fund goes down, whether it is
five days from the time of purchase or five years from the time of purchase, a consumer can
get his/her original investment back plus fees. When the market turns down and consumers
lose money, dealers will be subject to many frivolous claims by consumers claiming that they
did not get the most recent Fund Facts at or before the purchase. In order to meet such
claims, all dealers will have to install robust, costly compliance tracking systems, raising the
issues described above. Alternatively, such claims would not be refuted, creating an
unlimited right of withdrawal for the consumer, and significant additional costs to dealers in
fighting frivolous claims. We believe that with the provision of disclosure documents at or
before sale, and a right of rescission tied to delivery of Fund Facts or receipt of the confirm
the additional proposed withdrawal right is redundant, unfair and should be eliminated from
the proposal.

e. Securities Regulatory Mandates
We also note that in the mandates or annual reports of CSA members there are statements

about “fostering fairness and efficiency in capital markets”, “providing investors with
convenient access to information” and protecting investors from “misleading practices”. The
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Proposed Framework has the potential to introduce unfairness and inefficiency in capital
markets by introducing the possibility for regulatory arbitrage among investment products
and promoting a system of disclosure that would not serve the needs of investors for accurate
and timely information. We believe that the position outlined in Section 2 above better meets
the regulatory objectives of improved point of sale disclosure than the Proposed Framework.

6. Summary

We have highlighted a number of challenges with the Proposed Framework. We have also
provided a suggested approach that will ensure consumers are in possession of accurate and
timely information to assist with the decision of purchasing a fund. We look forward to working
with you on moving this project forward.

Members of IFIC’s Client Issues Task Force and our Registration Reform Project (RRP) Board
Committee would be pleased to discuss any of the foregoing points with you at your
convenience. If you wish to do so, please contact the undersigned directly or Jon Cockerline,
Director, Policy Development at 416-309-2327 or jcockerline@ific.ca.

Sincerely yours,

THE INVESTMENT FUNDS INSTITUTE OF CANADA

By: Joanne DeLaurentiis
President & Chief Executive Officer

Cc: Arthur Hagan, Deputy Superintendent, Insurance and Financial Institutions
Alberta Finance, Alberta

Michael Grist, Deputy Superintendent of Insurance
Financial Institutions Commission, British Columbia

Jim Scalena, Superintendent
Financial Institutions Regulation Branch, Manitoba

Doug Murphy, Superintendent of Insurance, Credit Unions and Trust and Loan Companies
Department of Environment and Labour, Nova Scotia

Roderick MacKenzie, Superintendent of Insurance
Department of Justice — Insurance Branch, New Brunswick

Winston Morris, Superintendent of Insurance
Department of Government Services, Newfoundland and Labrador
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Douglas Doak, Superintendent of Insurance
Department of Finance, N.W.T

Bob Christie, CEO & Superintendent of Financial Services
Financial Services Commission of Ontario

Robert Bradley, Superintendent of Insurance
Office of the Attorney General, Prince Edward Island

Danielle Boulet, Surintendante de I’encadrement de la solvabilité
Autorité des marchés financiers, Quebec

Jim Hall, Superintendent of Insurance
Saskatchewan Financial Services Commission — Financial Institutions Division, Saskatchewan

Fiona Charbonneau, Superintendent of Insurance
Department of Community Services, Yukon

Patty Evanoff, Senior Director Legislation & Approvals Division
Office of the Superintendent of Financial Institutions Canada, Federal Government

Gregory Selinger, Minister of Finance
Manitoba

Lyle Oberg, Minister of Finance
Alberta

Wally Oppal, Attorney General
British Columbia

Michael Baker, Q.C., Minister of Finance
Nova Scotia

Thomas J. Burke Q.C., Attorney General and Minister of Justice and Corporate Affairs
New Brunswick

Gerard Greenan, Attorney General
Prince Edward Island

Dianne Whalen, Minister of Government Services
Newfoundland and Labrador

Brendan Bell, Minister of Justice
Northwest Territories

Glenn Hart, Minister of Community Services
Yukon

Paul Okalik, Minister of Justice
Nunavut
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Gerry Phillips, Minister of Government Services
Ontario

David Wilson, Chair
Ontario Securities Commission

Doug Hyndman, Chair
British Columbia Securities Commission

William Rice, Chair
Alberta Securities Commission

Leslie O’Brien
Nova Scotia Securities Commission

Jean St-Gelais
Autorité des marchés financiers

David Wild
Saskatchewan Securities Commission

Donald Murray, Chair
Manitoba Securities Commission

Donne Smith, Chair and CEO
New Brunswick Securities Commission
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ANNEX
SPECIFIC RESPONSES TO JOINT FORUM QUESTIONS

For ease of reference, we present below our responses to questions in the Joint Forum’s Proposed
Framework document that were directed to Members of IFIC.

4. Do the delivery methods described above give investors and industry enough flexibility
to make and execute investment decisions in a timely manner?

We have noted that the delivery requirements of the Proposed Framework pose several problems
for subsequent sales and switches by inconveniencing consumers through delays in the
transaction process. For a large segment of these transactions the delays that would result would
not be welcomed by the consumer and would be inconsistent with fostering more efficient
transactions. The inflexible delivery requirements are also likely to lead to a reduced access to
the mutual fund product and a substitution of products that may carry more risk

We believe that by allowing for more flexible approaches to document delivery that take into
account the many ways in which consumers choose to purchase mutual funds, the differing needs
and expectations of clients, and the various distribution options that currently exist we could
meet the policy objective of better informed mutual fund consumers, without impacting them or
their investment objectives adversely.

We are proposing, as modifications to the Proposed Framework the following elements:

— fuller and clearer disclosure on fees and compensation at account opening, the specifics of
which disclosure to be developed in the context of the Client Relationship Model of the
Registration Reform Project;

— delivery of Fund Facts for individual funds and, in addition, a Key Facts document
containing information pertinent to the relevant family of funds at or before initial sales at
account opening, and the delivery of Fund Facts and Key Facts updates on material changes
and on the addition of any new funds added to the family;

— *“continuous availability” of Fund Facts and Key Facts before, at and after point of sale
through the establishment of a secure industry website that provides the most current version
of the document, and the option to receive the documents in paper on request at any time and
free of charge;

— notification of continuous availability of Fund Facts at account opening and on an ongoing
basis in account statements;

— provision of Fund Facts with the trade confirmation for all transactions;

— right of rescission within 48 hours of deemed receipt of the trade confirm and Fund Fact; and

— elimination of the proposed unlimited right of withdrawal on non-delivery of Fund Facts.

5. Are there other delivery methods or options that we should consider that are consistent
with our objective of providing investors with disclosure before or at the point of sale?





-17-
Neil Mohindra, Acting Policy Manager, Joint Forum Project Office
Re: Joint Forum Proposed Framework 81-406, IFIC Comments
October 2, 2007

We support mandatory delivery of key information relating to the fund and the fund family at
account opening or prior to initial sales, as well as mandatory delivery of refreshed documents on
material changes, or when a new fund is added to the family. For subsequent transactions the
consumer would have already been notified of or been sent an updated Fund Facts, and as with
all transactions would be sent an additional copy with the trade confirm.

In addition, we believe the Proposal should be amended to include flexible approaches to
consumer access. For example, we support “continuous availability” of Fund Facts before, at and
after point of sale through the establishment of a secure industry website that would provide
access to the most current version of Fund Facts for all available funds, together with ongoing
notification of the client in account statements where the documents reside. Individuals without
internet access, or the inclination to use it, should have the option to receive the document in
paper on demand at any time and free of charge.

Such an approach would have the advantage of allowing consumers to ensure that they have the
most recently filed version of the Fund Facts at any point in time and would be more forward-
looking than the proposed approach as regards consumer preferences for informing themselves,
while continuing to assure the availability of an updated Fund Facts at or prior to sale for all
transactions.

6. Dealers and insurers: What changes would you need to make to your existing processes
to comply with our proposed delivery requirements? How long would it take to make these
changes? What costs would be involved? Approximately how much would these costs be?

We have identified significant new costs in the areas of fulfillment, compliance and technology
which would ultimately be borne by consumers. While these have not been separately costed,
we believe them to be significant and far outweighing any reduction in costs available to the
system, and thereby to consumers, through the elimination of the requirement to mail out the
simplified prospectus. We would be pleased to work with the Joint Forum to quantify these
costs and to collaborate in a detailed assessment of expected costs and benefits of both the
Proposed Framework and the modified approach we support.

9. Are there other ways of disclosing the information in the Fund Facts for a fund with
multiple classes, series or guarantee options that are consistent with our objective of
providing investors with a two-page document that is easy to understand?

The Fund Facts document as it is currently designed attempts to convey information relevant to
both the fund and the dealer/advisor-client relationship. The result is misleading, and not at all
compatible with the regulators’ objective for easy to understand disclosure. Information that is
relevant to the arrangements under which the account is set up — including the sales charge
options offered by the dealer firm and the advisor compensation arrangements — should be
obligations of the dealer and advisor to disclose and are most usefully disclosed and described at
account opening. Disclosure of all classes and series available for a particular fund should be the
obligation of the fund company and should be provided in Fund Facts — but not as options for
each and every sale as is currently implied.
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Fund Facts, above all, should be accurate even if it means that the document cannot be kept to
two pages. Other meaningful information exists relating to the fund and the fund family that
should also be disclosed to the client at account opening, including fund family information and
tax information relevant to switches in a corporate class.

We recommend that all fund family information that is critical to a consumer’s understanding of
the fund and the benefits that flow from it being the member of a family be included in a Key
Facts document for presentation to clients at account opening, along with copies of the Fund
Facts for the individual funds purchased.

10. Fund managers and insurers: How often would you want to update the Fund Facts? If
more or less frequently than quarterly, with what frequency and why?

We support updating Fund Facts annually and on material changes. This is consistent with
regulatory requirements for filing and the frequency of regulatory reviews of that information to
ensure compliance with regulatory standards. A requirement to update more frequently without a
corresponding framework for regulatory review would not ensure verifiable compliance with
standards.

We note that the vast number of Fund Facts argues for the adoption of flexible and efficient
delivery methods. That is why we are also proposing that Fund Facts be made “continuously
available” to consumers by requiring their notification at account opening and on account
statements of a central, accessible website where they would have access to the most recent
update of the document at any point in time and, at their option, to receive the document at any
time in paper at no charge.
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Le 2 octobre 2007

M. Neil Mohindra

Directeur par intérim des politiques

Bureau de Projet du Forum conjoint des autorités de réglementation du marché financier
5160, rue Yonge

C. P. 85, 17° étage

North York (Ontario)

M2N 6L9

Monsieur,
Obijet : Cadre proposé 81-406 par le Forum conjoint, commentaires de I’IFIC

Voici des commentaires des membres de I'Institut de Fonds d'investissement du Canada
(« IFIC ») sur le Cadre proposé 81-406, information au moment de la souscription des
organismes de placement collectif et des fonds distincts (le « Cadre proposé » ou la

« Proposition ») du Forum conjoint des autorités de réglementation du marché financier
publiés le 15 juin 2007 pour étre débattus.

1. Vue d’ensemble

L’IFIC appuie les objectifs du Cadre proposé visant a développer des documents de
divulgation plus complets lors de la vente de fonds communs de placement et de fonds
distinct. Nous jugeons d’un bon ceil le processus consultatif du Forum conjoint et nous
vous sommes reconnaissants de nous donner I’occasion de clarifier davantage notre point
de vue.

De facon générale, nous croyons qu’il est important que la Proposition soit élaborée en
tenant pleinement compte de I’encadrement fortement réglementé qui existe actuellement
pour la vente de fonds communs de placement. Les ventes de fonds communs de
placement sont soumises a des principes tels que ceux sur le Profil du client ou KYC
(Know Your Client) et a des exigences de pertinence. Les conseillers et les courtiers ont le
devoir de vendre un produit qui correspond aux besoins des consommateurs. Les
courtiers doivent de plus passer en revue toutes leurs transactions en fonction des
exigences de pertinence envers leur clientele. Enfin, la Proposition bénéficierait





nettement d’une intégration pleine et entiere avec d'autres projets portant sur la
divulgation qui sont actuellement a I'étude, comme celui du Modéle de Relation Client de
la Réforme de I’inscription.

Nous établissons dans cette présentation (a la section 2) des recommandations modifiant
le Cadre proposé. Ces recommandations ont pour objectif d’améliorer non seulement
I’exactitude et la clarté de I’information financiére fournie, mais également le choix du
moment d’une telle livraison d’information, afin de mieux aider les consommateurs a
prendre des décisions éclairées.

En outre, parce qu’une mise en ceuvre harmonieuse dépend de la recherche de solutions
aux problemes identifiés et de la coordination d’activités réalisées avec un groupe
important d’autorités de réglementation et d’organisations du secteur, nous
recommandons également (a la section 3) qu’un processus d’implantation soit mis en
place plus tot que tard.

Nous soumettons également une évaluation (sections 4 et 5) des défis que pose le Cadre
proposé dans sa forme actuelle et de ses répercussions, y compris la possibilité d’une
réduction de I’acces aux fonds communs de placement pour de nombreux Canadiens.
Enfin, en annexe a cette lettre, nous répondons aux questions spécifiques que vous avez
posées dans le document de consultation préparé a I’intention des intervenants de
I’industrie.

2. Recommandations pour le Cadre proposé
a) Exactitude de I’information et présentation en temps opportun

La disponibilité d’information financiére exacte et présentée en temps opportun au cours
de leur démarche de prise de décision est essentielle aux consommateurs afin qu’ils
puissent prendre des décisions éclairées pour faire I’achat de produits de placement.

Nous croyons qu’un des domaines cruciaux ou la clarté et I’exactitude sont
fondamentales est celui de I’information que nous soumettons aux consommateurs
portant sur les codts de I’achat de parts d’un fonds et de la conservation d’un fonds a
I’intérieur d’une gamme de fonds, laquelle pourrait étre définie comme un groupe de
fonds de placement dont les parts sont actuellement distribuées en vertu du méme
prospectus simplifié. L’établissement du colt et la structure de la rémunération d’un
fonds offert par un gestionnaire de fonds sont fixés en fonction du niveau de la gamme de
fonds et non au niveau spécifiqgue du fonds. Cette information financiere est en
conséquence seulement exacte lorsque ramenée au niveau de la gamme de fonds. Une
solution méritant d’étre envisagée est donc de prendre I’information sur la souscription et
la rémunération qui est présentée pour chaque fonds individuellement sur la page deux du
Cadre proposé, et de la placer dans une note d’information sommaire a remettre a un
investisseur avant que des placements ne soient effectués. Un tel document sur la gamme
de fonds serait semblable au document Faits saillants dont vous faites la promotion dans





le Cadre proposé pour les fonds distincts, lequel document abordant certains sujets qu’il
est préférable de traiter au niveau de la gamme de fonds de placement.

Le moment idéal pour présenter cette information est bien sdr celui de I’ouverture du
compte lorsque le consommateur prend certaines décisions cruciales dont : évaluer si oui
ou non, il établira une relation d’affaires avec un conseiller en placement, quelle serait la
meilleure structure de portefeuille lui permettant d’atteindre ses objectifs de placement,
etc. Cela nous conduit a discuter des produits pertinents et c’est a ce moment que la clarté
quant au col(t de ces produits se révele indispensable. Une note d’information qui
établirait le codt des parts d’un fonds au sein d’une gamme de fonds serait trés utile.
Ainsi, si les ententes de frais sont établies sur la base de frais de souscription reportés, le
conseiller peut expliquer les différentes dispositions d’une telle entente, nommément que
la substitution de parts de fonds n’entrainera pas de frais de rachat et la fagcon dont le
procédé du 10 p. 100 de retrait sans frais de sortie s’applique a une gamme de fonds.

b) Ouverture d’un compte

La note d’information fournie lors de I’ouverture du compte serait alors accompagnée
d’une Fiche de renseignements abrégée, possiblement d’une page, qui comporterait les
autres informations abordées par le Cadre proposé, y compris : la divulgation des frais de
gestion du fonds qui apparait déja de facon bien évidente dans la portion supérieure de la
premiére page de la présentation proposée, la classification du fonds, son niveau de
risque, etc. Cette Fiche de renseignements abrégée pourrait étre fournie a plusieurs
reprises et a plusieurs étapes tout au cours du processus. Par exemple, elle pourrait
accompagner la note d’information remise lors de I’ouverture du compte; elle pourrait
étre offerte de maniere continue sur un site Internet de I’industrie que les consommateurs
seraient invités a visiter et a consulter par la suite pour obtenir la mise a jour la plus
récente; et elle pourrait toujours étre jointe a la confirmation d’une transaction.

L’ouverture du compte pour les comptes au nom du client se produirait au moment ou un
consommateur aurait I’intention d’acquérir des parts d’un fonds d’une gamme de fonds,
en particulier pour la premiére fois. Pour les comptes de mandataire qui sont la norme
dans le réseau de ’ACCOVAM, les facettes de I’ouverture d’un compte pour des
transactions de parts de fonds de placement seraient touchées lorsqu’une gamme de fonds
serait étudiée pour la premiere fois par un consommateur dans le contexte de sa relation
d’affaires avec un courtier membre de I’ACCOVAM.

c) Lien entre le projet POS (information au moment de la souscription) et le Modéle
de Relation Client (CRM Initiative)

Nous avons noté en rapport avec le projet de Réforme de I’inscription que les organismes
d’autoréglementation (OAR) ont recu comme mandat d’établir de nouvelles regles et
procédures pour I’ouverture des comptes, la divulgation des frais et les rapports sur les
conflits d’intérét et le rendement. Ces activités sont habituellement décrites comme étant
le Modeéle de Relation Client. Nous soumettons a votre attention qu’il est essentiel que
ces deux projets, le projet POS et le projet de réforme du Modéle de Relation Client,





soient amalgamés de facon marquée. Les chefs de file des Autorités canadiennes en
valeurs mobilieres (ACVM) ont reconnu lors de nombreux echanges de vues que ces
initiatives ont été assez indépendantes I’une de I’autre et qu’il est nécessaire que plus de
chevauchements soient réalisés. Nous sommes d’avis que des efforts concertés devraient
étre faits pour évaluer ou ces deux projets ont des points communs et coordonner ensuite
des avenues de solutions car ce geste améliorerait les deux projets et procurerait aux
consommateurs une information d’un niveau supérieure et plus limpide.

d) Ventes subséquentes et echanges

Une fois qu’un compte a été ouvert, I’investisseur et le conseiller financier restent en
contact et effectuent des transactions de différentes manieres : on se rencontre dans le
bureau du conseiller, comme c’est souvent le cas dans le contexte d’une succursale d’une
institution financiere, ou au domicile du client, comme cela se produit souvent avec les
conseillers des maisons de courtage indépendantes ou encore, on peut transiger par
téléphone ou au moyen

d’Internet dans le contexte des services de courtiers exécutants.

Le moyen de loin le plus commun pour effectuer des transactions subséquentes est le
téléphone (pour le réseau de I’ACCOVAM, le pourcentage peut s’élever jusqu’a 90 p.
100 des cas) et le client s’attendra a ce qu’aprés discussions, I’échange méne a la
réalisation d’une transaction souvent sur-le-champ ou avant la fin de la journée.

Avec le modele de divulgation que nous proposons, le consommateur aura déja en main
toute I’information a propos des codts et de la structure de rémunération offerte par le
gestionnaire et il aura déja la Fiche de renseignements abrégée lors de I’ouverture du
compte, ou une fois celui-ci ouvert. Les transactions souhaitées, en ce qui a trait aux
ventes subséquentes et aux échanges, peuvent étre conclues et traitées par le conseiller
immédiatement, sans aucune interruption.

3. Mise en ceuvre : un comité directeur est recommandé

Il est utile de garder a I’esprit qu’une fois que tous les principes de base visant un modéle
efficace d’information financiére sur les fonds de placement auront été acceptés, il y aura
des enjeux importants liés a I’exploitation qui subsisteront et qui pourraient empécher une
mise en ceuvre qui permettrait de livrer les avantages que nous voulons pour les
consommateurs ou dont on pourrait tenir compte au sein de toutes sortes de modeles
d’affaires que nous connaissons sur le marché. Nous comprenons que le Forum conjoint
comptera sur les commissions des valeurs mobiliéres, mais on s’attendra a la
participation active des OAR (ACCVM et ACCFM) dans la surveillance de la mise en
ceuvre de la réforme. D’honorer la promesse que nous avons collectivement faite
d’améliorer la divulgation de I’information au moment de la souscription dépendra en
tres grande partie de la qualité de la mise en ceuvre et de la vitesse a laquelle cette





réforme sera faite. Afin de s’assurer que tous les enjeux de la mise en ceuvre soient
entierement pris en compte et considérés avant qu’une réglementation finale ne soit
adoptée, nous recommandons I’établissement d'un comité directeur officiel chargé de la
mise en ceuvre et composé de membres d’expérience en matiere de réeglementation, des
OAR et de l'industrie pour surveiller les prochaines étapes de cette initiative. Cette
démarche serait trés semblable a celle du comite directeur de la Reforme de I’inscription
dont les membres sont également des ressources expérimentées en matiere de
réglementation. Nous recommandons de plus que ce comité soit nommé immédiatement
afin qu’il soit en mesure d’interpréter les réactions obtenues suite a la période de dépot
des commentaires en cours qui se termine le 15 octobre, et de diffuser I’information sur
I’élaboration de la réglementation définitive. A ce chapitre, I’IFIC collaborera avec vous
pour nommer des chefs de file du secteur financier qui formeront le comité directeur
ayant pour tache de veiller a la mise en ceuvre de la réforme.

4, Evaluation des défis que pose le Cadre proposé

Nous avons tenté ci-haut de suggérer des facons d’améliorer la conception d’un
programme de divulgation de I’information au moment de la souscription, des fagons qui
répondraient a vos objectifs de fournir aux consommateurs une information plus
éloquente sur les fonds communs de placement avant qu’ils n’en fassent I’achat.

Nous soumettons dans cette section nos commentaires sur les retombées négatives
qu’aurait votre Cadre proposeé sur les investisseurs de méme que sur le secteur des
services financiers en général si celui-ci est mis en vigueur exactement de la fagcon dont il
a éte presenté. Notre évaluation est soumise ci-bas pour deux volets principaux : les
enjeux de livraison de I’information et les enjeux relatifs au contenu, et nous avons
essayé, quand cela était possible, de souligner nos préoccupations au moyen de données
empiriques afin que toutes les répercussions du Cadre proposé puissent étre bien
comprises.

a. Lesenjeux de livraison

Notre principale inquiétude issue de la proposition repose sur la rigidité de I’exigence de
livraison des Fiches de renseignements au moment de la souscription ou avant, et ce, pour
tous les types de transactions et tous les clients sans exception, sans égard aux
perturbations et inefficacités que cela pourrait engendrer dans certains cas.

i. Interruption de ventes et d’échanges subséquents

Les ventes et les échanges qui surviennent dans le compte d'un client apres I’étape initiale
d’ouverture de compte sont des ventes subséquentes ou le conseiller et le client ont établi
une relation. Il s’agit également des transactions les plus a risque de subir des
interruptions en raison de la rigidité des exigences de livraison du Cadre proposé. Toute
perturbation des processus actuellement efficaces menés dans le cadre de ces
transactions, le plus souvent par téléphone ou a domicile, créera de I’insatisfaction chez





les clients. lls demanderont ou seront disposés a effectuer des placements associés a une
exigence moins rigoureuse en matiére de divulgation avant la souscription. Cela risque
d’aboutir & des solutions d'investissement moins appropriées, ce qui ne serait pas dans le
meilleur intérét des investisseurs. VVous trouverez dans ce qui suit un examen plus detaillé
des enjeux des ventes faites au téléphone et a domicile.

1) Ventes au téléphone

Une grande portion des ventes de fonds de placement sont effectuées par téléphone. La
rigidité des exigences de livraison du Cadre proposeé entrainera des perturbations
importantes dans ce segment du marché. Selon un échantillonnage des membres de
I’IFIC qui ont été sondes cet été, 43 p. 100 des ventes totales de 2006 ont été effectuées
par téléphone.! Pour certaines entreprises membres, les transactions par téléphone, tant
pour les ventes initiales que pour les ventes subséquentes, constituent un pourcentage
beaucoup plus élevé de leur chiffre d’affaires total — 100 p. 100 pour certains. Des
entreprises membres de I’ACCOVAM ont indiqué que jusqu’a 90 p. 100 de leurs ventes
de fonds de placement se faisaient par téléphone. Ces modéles d’affaires et plus
important encore, leurs clients seraient séverement affectés par I’obligation de livrer des
documents de divulgation avant la souscription du placement seulement sur papier, par
télécopieur ou par courriel.

Pour illustrer la difficulté de la vente par téléphone, imaginez une transaction type ou le
client communique avec le centre d'appel de la firme ou son conseiller et est mis en
contact avec un représentant autorisé. Lors de I’entretien, celui-ci passe en revue le
compte du client, tandis que le client s’attend a ce qu’il transige immédiatement selon ses
instructions, dans la mesure ou celles-ci sont compatibles avec son profil de client
(KYCQ).

Au lieu d’effectuer immédiatement une transaction dans le fonds choisi tel qu’il en a
I’habitude, le client se verra dire qu’une Fiche de renseignements a jour lui sera expédiée
par la poste, par télécopieur ou par courriel (tel que prévu dans le Cadre proposé) et on lui
demandera de rappeler sur réception du document afin de donner ses instructions
d’investissement. Une réponse par courriel ne serait pas acceptable, étant donné que la
grande majorité des sociétés ont pour politique de ne pas accepter des instructions par
courriel compte tenu des délais ou problemes de transmission possibles, ou pour des
raisons de sécurité discutees plus loin. Les délais indus créés par I'exigence de livraison

1 Afin d’évaluer limportance des différentes facons d’acheter des fonds de placement, un
questionnaire de I'lFIC a été envoyé en juillet 2007 aux courtiers membres de I'lIFIC. On leur a
demandé d’évaluer le pourcentage de leurs transactions totales au détail de I'an dernier par
Internet, par téléphone, en succursale et chez le client. Les réponses provenaient de dix courtiers
de fonds de placement parmi un large éventail de firmes et de modeéles d’affaires. Les dix firmes
échantillonnées représentent les activités de plus de 21 000 représentants enregistrés dont les
ventes brutes en 2006 sont de plus de 28 milliards $. Les ventes brutes totales de l'industrie en 2006
se sont élevées a 150,9 milliards de $. Des 13,8 millions des transactions enregistrées au total par cet
échantillon I'an dernier, 8 p. 100 se sont faites par Internet, 43 p. 100 par téléphone, 20 p. 100 en
succursale et 26 p. 100 chez le client.





posent des problemes pour n'importe quel client qui souhaite réaliser une transaction
asservie au temps, tel qu’une cotisation le dernier jour de la saison des REER, ou encore
une transaction sur un marché volatil.

2) Ventes a domicile

Une proportion importante des transactions de fonds de placement effectuées par nos
courtiers membres, soit 26 p. 100 selon le sondage de I’IFIC, se font au domicile ou au
bureau du client. Nous croyons que le Cadre proposé limitera le choix des
investissements offerts aux investisseurs du segment des ventes a domicile.
Habituellement, le représentant se rend chez le client, voyageant parfois sur de longues
distances, souvent pour des comptes de petite ou moyenne envergure, afin de mener une
entrevue en personne et transiger pour le compte du client. Dans la plupart des cas, le
processus d'ouverture de compte peut exiger plus d'une rencontre avec le client et dans le
cas ou la premiere recommandation de vente survient lors de la rencontre initiale, le
conseiller recommandera probablement un eventail limité de fonds déja connus en faisant
appel a divers outils promotionnels et des documents présentant les fonds recommandés.

Ainsi, pour des ventes initiales effectuées lors de I'ouverture de compte, la livraison des
Fiches de renseignements au moment de la souscription occasionnera des problémes sur
le plan de la logistique. Les ventes a domicile subséquentes reposent habituellement sur
des cotisations supplémentaires des clients pour des fonds existants ou sur des
modifications a apporter a la répartition des éléments d’actif de leur portefeuille existant
dans le but de faire en sorte qu’il reflete des changements sur les marchés ou des
changements de la situation du client. Dans certains cas, la rencontre dans le cadre d’une
entrevue a domicile menera a la recommandation d’une solution pour laquelle le
conseiller n’a pas prévu d’apporter les documents exigés. Cela pourrait arriver, par
exemple, a la suite d’un changement de profil de l'investisseur ou de sa situation
financiere. Parfois, I'investisseur lui-méme peut demander d’acheter des parts d’un fonds
dont il aurait entendu parler ou pour lequel il aura fait lui-méme des recherches.

Un investisseur traitant avec un conseiller qui fait une bonne partie de ses affaires en
personne chez le client peut choisir, par exemple, jusqu’a 1 800 fonds de 30 a 40 sociétés
différentes. Dans le Cadre proposé et étant donné les dépenses supplémentaires liées a la
gestion de ces multiples documents de divulgation, le conseiller pourrait se voir forcé de
limiter le nombre d’options d'investissement a offrir aux clients, d’offrir plus de solutions
simples que des portefeuilles comportant plusieurs fonds ou de se concentrer davantage
sur des solutions clé en main que sur des solutions découlant des besoins du client. Par
ailleurs, les autres produits qui ne sont pas assujettis aux regles sur la divulgation au lieu
de vente proposées deviendront beaucoup plus séduisants a I’achat ou la vente.

ii. Impact sur les investisseurs
Une des faiblesses du Cadre proposé est qu'il ne reconnait pas que des clients puissent

appartenir a I’'une de trois catégories : clients de comptes « carte blanche », clients de
comptes autogérés et clients conseillés. Leurs besoins d'information et leur tolérance aux





interruptions des processus transactionnels peuvent varier radicalement d'un groupe a
I’autre et au sein méme de chaque groupe.

1) Clients de comptes « carte blanche »

Le Cadre proposé ne prend pas en compte la catégorie des clients de comptes « carte
blanche » qui ont confié leurs décisions de placement et la gestion de leurs comptes a un
conseiller en valeurs ou un gestionnaire de portefeuille. Dans ces situations, le
gestionnaire de portefeuille batirait un portefeuille qui, dans plusieurs cas, serait constitué
en bonne partie de fonds de placements. Ces investisseurs ne recevraient pas de
documents de divulgation, ni avant ni aprés les transactions dans leurs comptes. Il est
clair que le Cadre propose ne tient pas compte des demandes de ces clients.

2) Clients de comptes autogerés

De méme, le Cadre proposé ne tient pas compte des besoins et des attentes des
investisseurs ayant des comptes autogérés. A titre d’exemple, ces investisseurs peuvent
avoir signé des autorisations d’opérations limitées avec leurs conseillers afin que ces
derniers puissent effectuer des transactions sur instructions sans requérir une signature de
suivi de leur part. Ces investisseurs ne seront probablement pas intéresses a recevoir des
documents imprimés de divulgation obligatoire avant la souscription si cela signifie pour
eux une interruption ou moins de commodité dans la réalisation de leurs transactions.

De plus, la Proposition n’envisage pas la possibilité que ces investisseurs puissent
preférer obtenir I’information eux-mémes au moment qui leur convient avant la vente.
Cette démarche ne reconnait pas, par exemple, l'utilisation d’Internet pour la transmission
de divulgations réglementaires, une méthode qui est de plus en plus souvent adoptée dans
d'autres champs de compétence?. D’ailleurs, les investisseurs de comptes autogérés
utilisent fréquemment le réseau Internet a cette fin.

3) Clients conseillés

Une recherche menée par I'lFIC cette année suggere que des préférences similaires
existent dans des grands segments du public faisant appel a des conseillers. A titre
d’exemple, une étude nationale quantitative de 2 508 investisseurs, réalisée en mai et
juin, a démontré que 83 p. 100 des détenteurs de parts de fonds de placement continuent a
se fier aux conseillers et que 65 p. 100 d’entre eux croient que la lecture des imprimés
détaillés sur un fonds de placement ne devrait pas étre une condition a l'achat. Lors de
tests quantitatifs aupres d’investisseurs et de conseillers menés a Toronto, Montréal et
Vancouver au mois d’aodt, nous avons constaté que bien que les investisseurs réagissent

2 La SEC, par exemple, a adopté des amendements aux régles de procuration conformément a la
Loi sur les valeurs mobiliéres des E.-U. de 1934 (Securities Exchange Act) demandant aux émetteurs
de fournir de la documentation sur les procurations aux détenteurs de parts afin que cette
documentation soit sur un site Internet accessible au public et d’indiquer aux détenteurs de parts
la disponibilité des documents et comment y avoir acces.





habituellement de maniére positive au contenu des Fiches de renseignements, leurs
réactions varient considérablement quant a la livraison obligatoire et a I’interruption
possible des processus transactionnels. Leurs réactions face a cette interruption possible
varient selon leur niveau de sophistication et de connaissances en matiére de placement.
Les investisseurs chevronnés font preuve de moins de tolérance a I’égard des
interruptions que les investisseurs moins informés, et certains ont percu la livraison
obligatoire des Fiches de renseignements comme une approche plutét condescendante ou
trop bureaucratique.

b. Les enjeux de contenu

Nous reconnaissons que la standardisation des Fiches de renseignements est souhaitable
pour faciliter la lecture et la comparaison des fonds et nous appuyons la normalisation de
certains éléments, leur ordre de présentation, les titres de certaines sections et le langage
utilisé. Nous sommes préoccupés cependant par le fait que le langage normalisé des
Fiches de renseignements puisse étre déplacé ou puisse induire en erreur et dans certains
cas, mener a I’omission de renseignements pertinents. Nos préoccupations principales
concernent les sections relatives aux frais et a la rémunération a la page 2 des Fiches de
renseignements, la section sur les frais de souscription reportés, la section sur le contenu
prescrit a la page 1 des Fiches de renseignements et I’omission de renseignements que
nous croyons pertinents pour I’investisseur qui prend des décisions de placement. A notre
avis, la divulgation proposée relativement a ces éléments devrait étre corrigée, plus
ambitieuse et, lorsqu’indiquée, orientée pour étre utilisée en temps opportun par
I'investisseur, c’est-a-dire lors de I’ouverture de comptes. Consultez nos propositions
constructives pour une divulgation améliorée de ces éléments a la section 2 de cette
présentation.

i. Codts et rémunération

Sous la rubrique « Combien cela colte-t-il? », a la page 2 des Fiches de renseignements,
il est proposé d’informer l'investisseur d'un certain nombre d'options quant au paiement
des frais de souscription. L’investisseur est informé qu'il peut sélectionner un des
modeles de frais de souscription possibles et, s’il choisit de payer des frais de
souscription initiaux, qu’il a le choix de négocier le taux. Ici, le langage proposé induit en
erreur, et ce, de plusieurs facons. Les options de frais de souscription sont rattachées a la
gamme de fonds et non au fonds en tant que tel et les différentes options de frais de
souscription offertes par le conseiller sont déterminées par le gestionnaire. Ces options
devraient étre divulguées au client lors de Il'ouverture de compte et ne peuvent étre
décidées ou négociées au cas par cas sur une base transactionnelle. Par exemple, certains
OPC offrent seulement des fonds sans frais de souscription, ce qui ne correspond a
aucune des catégories énumerées a la page 2 proposee. D’autres n’offrent pas de fonds a
frais de souscription reportés. Alors que nous appuyons le principe d’un document de
divulgation qui clarifie les différentes facons d’acquérir un fonds sur le marché, nous ne
pouvons appuyer un document qui induit en erreur les consommateurs en suggérant que
des choix existent alors qu’en fait ils n’existent pas.





Sous la rubrique « Comment mon conseiller sera-t-il rémunéré? » a la page 2 de la Fiche
de renseignements, on retrouve un certain nombre de considérations relatives aux
commissions et aux taux de ces commissions. D’aucune fagon peut-on parler d’une liste
compléte de toutes les ententes de rémunération disponibles dans l'industrie. Certains
conseillers travaillent selon une entente sur la base d'honoraires. Dans le cas d'une
succursale bancaire qui vend ses propres fonds au deétail, les conseillers sont salariés et
bénéficient de diverses formules de primes.

Nous appuyons une divulgation plus détaillée des codts et des ententes de rémunération
lors de l'ouverture de compte, soit au moment ou cette information est la plus utile a
I'investisseur. Pour cette raison, nous avons recommandé au Forum conjoint que cette
initiative de divulgation au moment de la souscription au lieu de vente (POS) soit
considérée dans le contexte du Modele de Relation Client de la Réforme de I’inscription
et alignée sur celui-ci. Ces deux initiatives partagent des objectifs similaires en regard de
I’amélioration de la compréhension par les investisseurs des honoraires et des niveaux de
service auxquels ils peuvent s’attendre dans le cadre de leur relation d’affaires. De notre
point de vue, le fait de continuer a examiner séparément ces deux projets risque
d’engendrer une serieuse duplication, des complications administratives et la confusion
chez les investisseurs.

ii. Frais d’acquisition reportés

Un autre probleme lié au langage prescrit concerne les parts avec frais de souscription
reportés (ou différés). Ainsi, les honoraires de rachat avec des frais de souscription
reportés s'appliquent presque toujours au niveau de la gamme de fonds. Lors d’un
échange de fonds dans une méme gamme de fonds, I’échéancier des honoraires avec des
frais de souscription reportés n’est pas remis a zéro pour le fonds acheté ; il est reporté et
demeure inchangé par rapport a I’achat original. De plus, les acheteurs de fonds avec des
frais de souscription reportés sont habituellement autorisés a revendre jusqu’a 10 p. 100
de leurs fonds dans un délai d’un an, et ce, sans encourir de frais reportes sur ces rachats.
Ces avantages ne figurent pas dans les descriptions fournies dans le document proposé.
On ne peut obtenir une information compléte en comparant deux fonds a frais de
souscription reporteés, issus de deux gammes de fonds différentes, a I’aide de leurs seules
Fiches de renseignements respectives. Dans ce cas, la perspective d’un seul fond
minimise les avantages disponibles pour un fonds par rapport a un autre lorsqu’il s’agit
d’assurer un éventuel rééquilibrage de leur rentabilité.

iii. Contenu prescrit

Le contenu prescrit qui s'appliquerait a tous les fonds dans tous les cas pourrait ne pas
contenir I’information la plus pertinente pour l'investisseur. Par exemple, le graphique
circulaire de la répartition des industries présenté a la page 1 pourrait étre utile dans le
contexte d'un fonds d’actions, mais s’avérerait moins pertinent dans le cas d'un fonds
mondial axé sur un secteur de pointe, tel que les télécommunications ou les services
financiers, ou une répartition géographique des émetteurs sous-jacents serait bien plus
utile. Voila une illustration qui confirme qu’une démarche prescrite de type «taille





unique » ne fournit pas I'information la plus utile et la plus pertinente a I’investisseur.
Nous serions heureux de travailler avec les autorités réglementaires pour proposer une
approche plus facile a gérer et moins normalisée de cet aspect de la divulgation (et
d’autres aspects sur lesquels porte le document).

5. Impact de la proposition
En plus de I'impact des exigences de livraison rigides et d’une information induisant
virtuellement en erreur, la Proposition aura de sérieuses répercussions sur le plan de

I'arbitrage des produits, de la conformité et de la vérification et de I’équité sur le marché.

a) Accés réduit aux fonds de placement pour les Canadiens

Cette approche tres normative de la livraison des Fiches de renseignements a
I’investisseur, effectuée immédiatement avant ou au moment de la souscription, ne tient
pas compte des differentes fagons dont les investisseurs préferent s’informer eux-mémes
sur les investissements qu’ils achetent et désavantagera les processus de souscription par
lesquels I’énorme majorité des fonds de placement sont vendus. Nous croyons que cela
aura des répercussions a long terme sur les choix des investisseurs si des sociétés
diminuent leur offre de produits en raison de colts de la logistique et d’exécution
découlant de la Proposition, ou si les investisseurs recherchent d'autres produits plus
faciles a transiger et moins reglementes.

Le Cadre proposé fait en sorte que les exigences de divulgation, de méme que les regles
ciblant les pratiques en matiere de vente de fonds de placement et de fonds distincts
canadiens, seraient plus lourdes que celles qui s’appliquent a presque tous les autres
produits financiers vendus au détail au Canada. Ceci nous préoccupe parce qu’une grande
partie des fonds de placement vendus actuellement au Canada sont vendus a I'extérieur du
réseau de I’ACCFM, ou les représentants des ventes sont autorisés a vendre non
seulement des fonds de placement, mais également d'autres produits financiers a risque
beaucoup plus élevé, assortis de peu ou pas d’exigences en fonction des divulgations a la
vente®. De plus, & I’intérieur du réseau de I’ACCOVAM, les investisseurs et leurs
conseillers s’attendent a transiger des titres avec des moyens électroniques trés efficaces
et sur-le-champ. Nous nous attendons a ce qu’il y ait une diminution notable des ventes
de parts de fonds de placement par le réseau de I’ACCOVAM en vertu d’une variante du
Cadre proposé comprenant les améliorations que nous soumettons. Toutefois, toute
application littérale, pleine et entiere du Cadre proposé équivaudra virtuellement a la
cessation des ventes de parts de fonds communs de placement par ce réseau de
distribution.

Diverses données statistiques soulignent I’importance du réseau de I’ ACCOVAM quant a
la distribution des parts de fonds de placement. L’Association canadienne du commerce
des valeurs mobilieres (« ACCVM ») a fait savoir que les membres de I’ACCOVAM ont
géré plus de 200 milliards de dollars d’actifs de fonds de placement en 2006, ou en gros

3 Source - MFDA des sociétés membres ayant des actifs sous gestion de 308.6 milliards de $ en
juillet 2007, approximativement 44 p. 100 d'actifs nets totaux de l'industrie.





un quart du total des 900 milliards de dollars d’actifs gérés au nom de leurs clients au
détail. Quoigque moins important que le segment d’environ 300 milliards de dollars
d’actifs sous gestion des sociétés membres de I’Association canadienne des courtiers de
fonds mutuels (ACCFM), celui de ’ACCOVAM represente un grand secteur de
I’industrie et un secteur en croissance®. Plus encore, certains distributeurs ayant a la fois
la plate-forme de I’ ACCOVAM et de I’ACCFM ont indiqué qu’ils distribuent jusqu’a 80
p. 100 du total de leurs ventes de fonds communs de placement par I’entremise de leur
réseau li¢ a ’ACCOVAM.

L’importance du réseau de I’ACCOVAM pour la distribution des fonds communs de
placement a une signification particuliére lorsque I’on tient compte de la diversité des
autres véhicules de placement au détail qui sont aussi offerts en vente par ce réseau et
pour lesquels il y a peu sinon aucune exigence de divulgation au moment de leur
souscription. A titre d’exemple, les fonds cotés en bourse et leurs distributeurs ne sont
pas tenus de fournir un document de divulgation aux investisseurs qui achetent des
actions ou des parts de fonds cotés en bourse sur le marche secondaire. De méme, les
producteurs canadiens de comptes gérés et de comptes intégrés ne sont pas tenus de
produire ou de fournir aux investisseurs une divulgation portant sur I'opération du compte
ou du service®. De plus, les billets & capital protégé ne font actuellement pas I’objet d’une
exigence spécifique en matiére de divulgation.

Ceci contraste avec la plus grande cohérence des régles qui s’appliquent a des produits
semblables dans les marchés américains. Aux Etats-Unis, les fonds cotés en bourse et
leurs distributeurs, par exemple, sont tenus, selon les regles des marchés boursiers ou ils
sont inscrits, de fournir aux acheteurs de fonds cotés en bourse du marché secondaire un
document de divulgation qu’on appelle « une description de produit ». De méme, les
producteurs ameéricains de comptes gérés et de comptes intégrés (qui, en plus d’étre
enregistrés en tant que revendeurs-courtiers, doivent étre enregistrés a la Securities and
Exchange Commission sous le Investment Advisers Act ou « IA ACT ») sont tenus de
fournir & leurs clients un exemplaire du formulaire ADV Part 1l de I’entreprise ou une
brochure produite conformément aux regles mises de I’avant dans le IA ACT.

L’inégalité des regles du jeu qui existe actuellement au Canada serait encore plus
accentuée a I’encontre des fonds communs si le Cadre proposé est adopté.

b. Les enjeux d’exploitation

4 Sources : Rapport de ’ACCVM sur les résultats de I'industrie, quatriéeme trimestre de 2006 et
site Internet de I’Association canadienne des courtiers de fonds mutuels (ACCFM). Le sociétés
membres de I’ACFM ont un actif sous gestion de 308,6 milliards $ en juillet 2007, soit
approximativement 44 p. 100 du total de I'actif sous gestion net de I'industrie.

5 Plusieurs producteurs de comptes gérés et de comptes intégrés fournissent aux clients une
déclaration de politique d'investissement ou une autre information sur la fagon dont le produit ou
le compte sera géré. Cette divulgation ne contient pas typiquement autant d'information que
celle qu’on trouverait dans un prospectus de fonds de placement canadien ou de n'importe quel
document de divulgation aux Etats-Unis.





La Proposition met de I’avant des codts d’exécution plus élevés, notamment en raison de
I’augmentation substantielle du nombre de documents de divulgation réglementaires et,
pour les entreprises qui auront besoin de nouveaux systémes ou de mises a niveau pour
I’utilisation d’Internet, une implantation technologique importante qui pourrait nécessiter
des années de développement.

Le Cadre proposé exigerait que les courtiers gerent d’importants volumes additionnels de
documents liés aux fonds offerts. Il ne serait pas inhabituel, par exemple, pour un
important courtier indépendant d’offrir des fonds provenant de 20 sociétés de fonds
différentes. Dans I’état actuel des choses, il y aurait un seul prospectus simplifié a livrer
pour chaque gamme de fonds — c’est-a-dire 20 documents dans ce cas précis. Si chaque
gamme de fonds avait 50 fonds, chacune comptant trois séries ou plus, le nombre de
documents réglementaires qu’une société de courtage devra avoir en main, ou qui devra
étre géres par le service d’exécution de la société de fonds s’éléverait de 20 a pas moins
de 3 000. Plusieurs des grandes sociétés de fonds auraient plus de 50 fonds comptant plus
de trois séries. Quoique cet exemple soit seulement une illustration, on comprend qu’un
fardeau supplémentaire significatif serait imposé aux services de soutien des courtiers et
aux services d’exécution des sociétés de fonds en raison du volume supplémentaire de
documents de divulgation distincts. Cette réalité n’entrainera pas seulement une hausse
des codts que devra assumer les investisseurs, mais également un acces restreint aux
fonds. En effet, les courtiers et les conseillers auront tendance a réduire le nombre de
gammes de fonds et de fonds spécifiques offerts afin de mieux gérer la grande complexité
logistique de la nouvelle paperasserie.

Il a été suggéré, pour les transactions au téléphone, que l'obligation de livraison puisse
étre satisfaite par voie de courriels, c’est-a-dire en envoyant les Fiches de renseignements
par courriel a I’investisseur pendant I’entretien téléphonique, ou en lui envoyant les
documents par courriel et lui demandant de rappeler. Toutefois, pour des raisons de
sécurité, plusieurs courtiers sont peu disposés a utiliser le courriel de type « Push » pour
livrer au client des documents portant sur les transactions®. A titre d’exemple, un courriel
contenant une copie des Fiches de renseignements, envoyé par un courtier a un
investisseur, constituerait une communication ouverte pouvant étre regue par des tiers et
indiquant que I’investisseur a un compte chez le courtier et qu’il songe a investir dans le
fonds en question. Cette information pourrait étre utilisée dans des communications
frauduleuses par courriel avec I’investisseur, exposant ainsi ce dernier et le courtier a un
risque financier.

Une fagon pratique et stre d'envoyer de I'information par courriel serait par voie d’un site
Internet propriétaire sécurisé permettant a I’investisseur d’ouvrir une session pour
accéder a son compte et de télécharger I’information pertinente. La plupart des sociétés
ne possédent pas actuellement cette technologie et son développement exigerait la mise
en place de systéemes importants — ce qui serait économiquement justifiable uniquement
dans le cas des plus grandes sociétés. Ainsi, la nature méme de la concurrence au sein de
I'industrie s’en trouverait altérée, ce qui se traduirait probablement par des colts plus

6 Neuf de dix sociétés répondant a I'enquéte de I’'lIFIC ont ainsi indiqué qu'ils n'utilisent pas de
méthode ‘Push’ par courriel pour envoyer de I'information sensible a leurs clients.





élevés pour les investisseurs. Toutefois, méme si de tels systemes étaient disponibles, la
plupart des investisseurs les trouveraient trés peu pratiques.

c. Les questions de conformité

La difficulté d’effectuer un suivi de conformité en matiere de livraison des divulgations,
exigées avant ou au moment de la souscription serait grande et pourrait étre la source
d’un probleme important de non-conformité pour les entreprises et leurs conseillers.

Avec autant de documents de divulgation en format papier a ajouter au systeme — ce qui
augmenterait le risque de non-livraison si le mauvais document est fourni — et sans
moyens en place pour Vérifier la conformité de la livraison avant ou au moment de la
souscription, il deviendrait trés difficile de définir des étapes précises a des fins de
vérification. S’ajoute a cela le risque considérable pour une entreprise de ne pas établir
une preuve de livraison puisque le droit de I’investisseur de se retirer en cas de non-
livraison serait illimité. Ce risque operationnel additionnel important pour les courtiers et
les sociétes de fonds de placement aura en fin de compte un effet pervers sur I’offre. En
effet, un courtier pourrait vouloir maintenir ses codts bas (et réduire les risques d’erreur)
en limitant le nombre de gammes de fonds, de fonds ou de catégories de fonds. Ceci
désavantagerait les investisseurs en réduisant leurs choix et en les orientant davantage
vers des solutions toutes faites plutot que vers des solutions congues en fonction de leurs
besoins.

En fin de compte, I’impossibilite d’assurer un suivi de conformité aboutirait a une
application inefficace des exigences, ce qui minerait le cadre réglementaire des valeurs
mobiliéres dans son ensemble.

d. L’équité dans le marché en matiére de droit de retrait pour raison de non-
livraison

Dans le Cadre proposé, il est suggeré, advenant la non-livraison des Fiches de
renseignements, que les investisseurs aient le droit d’annuler leur achat et de récupérer la
somme qu’ils auront investie a I’origine, plus des frais encourus. Ceci procure aux
investisseurs une option sans frais valable sur leurs achats de fonds de placement qu’ils
peuvent exercer a tout moment aprés l'achat s'ils revendiquent avec succés la non-
livraison des Fiches de renseignements. Si la valeur liquidative du fonds baisse, que ce
soit cing jours ou cing ans apres l'achat, un investisseur peut obtenir le remboursement de
son placement d’origine plus les frais. Quand le marche sera a la baisse et que les
investisseurs perdront de l'argent, les courtiers seront sujets a de nombreuses
réclamations sans fondement de la part d’investisseurs prétendant qu’ils n‘ont pas recu les
plus récentes Fiches de renseignements au moment de la souscription ou avant celle-ci.
Afin de faire face a de telles réclamations, tous les courtiers devront mettre en place un
systeme de suivi de conformité solide et colteux, entrainant les difficultés décrites plus
haut. Par ailleurs, de telles prétentions pourraient ne pas pouvoir étre réfutées, créant un
droit illimité de retrait pour I'investisseur et des colts supplémentaires importants pour le
courtier aux prises avec des réclamations sans fondement. Nous croyons qu'avec la





livraison de documents de divulgation au moment de la souscription ou avant, jumelée au
droit d’annulation lié a la livraison des Fiches de renseignements et a la réception de la
confirmation, ce droit de retrait additionnel propose est redondant et inique et il devrait
étre retiré de la Proposition.

e. Mandats en regard de la réglementation des valeurs mobiliéres

Nous avons aussi noté que dans les énoncés des mandats ou les rapports annuels des
membres des Autorités canadiennes en valeurs mobiliéres, il y a des déclarations a propos
« d’encourager I’équité et I’efficacité sur les marchés des capitaux », de « fournir aux
investisseurs un acces pratique a I’information » et de protéger les investisseurs contre les
« pratiques trompeuses ». Le Cadre propose a le potentiel de soumettre le marché des
capitaux a I’iniquité et a I’inefficacité en amenant la possibilité d’un arbitrage des
autorités de réglementation pour les produits de placement et en faisant la promotion d’un
régime de divulgation qui ne répondrait pas aux besoins des investisseurs en rapport a
une information précise et livrée en temps opportun. Nous croyons que la position décrite
dans la section 2 ci-dessus répond mieux aux objectifs de réglementation d’une meilleure
divulgation au moment de la souscription que celle du Cadre proposé.

6. Résumé

Nous avons souligné un certain nombre de défis soulevés par le Cadre proposé. Nous
avons aussi suggeré une démarche qui assurera que les consommateurs auront en main de
I’information exacte et en temps opportun pour les aider a prendre des decisions en
matiere d’achat de fonds de placement. Nous sommes heureux de pouvoir collaborer avec
vous afin de faire avancer ce projet.

Il ferait plaisir aux membres de I’Equipe spéciale sur les impacts pour la clientéle de
I'IFIC et de notre Projet de réforme d’inscription de discuter avec vous, a votre
convenance, de tous les points mentionnés ci-dessus. Si vous le souhaitez, veuillez
communiquer directement avec le soussigné ou avec Jon Cockerline, Directeur,
Développement de la Politique, au 1416 309-2327, ou par courriel a I’adresse:
jcockerline@ific.ca.

Je vous prie d’agréer, Monsieur, nos salutations distinguées.
L INSTITUT DES FONDS D’INVESTISSEMENT DU CANADA

Par: Joanne DeLaurentiis
Présidente et Chef de la direction

Cc: Arthur Hagan, Surintendant adjoint des assurances et institutions financiéres
Alberta
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, , ANNEXE
REPONSES SPECIFIQUES AUX QUESTIONS DU FORUM CONJOINT

A des fins de référence, nous présentons ci-aprés nos réponses aux questions mises de
I’avant dans le document Cadre proposé par le Forum conjoint et qui ont été soumises
aux membres de I’1FIC.

4. Les modes de livraison proposés ci-dessus donnent-ils aux investisseurs et
aux participants du secteur la souplesse nécessaire pour prendre des
décisions de placement et les exécuter en temps opportun?

Nous avons constaté que les exigences de livraison mises de I’avant dans le Cadre
proposé posent plusieurs problémes dans le cas des ventes subsequentes et des échanges.
En effet, elles imposent I’inconvénient pour les investisseurs d’un délai dans le processus
transactionnel. Pour une portion importante de ces transactions, les retards découlant de
ces exigences ne seraient pas bien accueillis par les investisseurs et iraient a I’encontre de
I’objectif de hausser I’efficacité des transactions. De plus, il est a craindre que des
exigences si rigides ménent a une diminution de I’acces aux produits d’investissement et
a la substitution de produits présentant un niveau de risque plus élevé.

Nous croyons que des approches plus souples de la livraison de documentation,
notamment qui tiennent compte des nombreuses fagcons qu’ont les investisseurs de choisir
d’acheter des fonds de placement, des divers attentes et besoins variés des clients, de
méme que des diverses options de distribution existantes, nous permettraient d’atteindre
I’objectif de la politique visant a mieux informer les investisseurs de fonds de placement,
et ce, sans effets pervers sur les investisseurs ou sur leurs objectifs de placement.

Nous suggérons les modifications suivantes au Cadre proposé :

— une divulgation plus complete et plus claire des honoraires et de la rémunération
lors de I’ouverture de compte, les détails de cette divulgation devant étre élaboreés
dans le contexte du Modele de Relation Client du Projet de réforme de I’inscription;

— la livraison de la Fiche de renseignements sur les fonds individuels et du feuillet
descriptif « Faits saillants » contenant de I’information pertinente sur la gamme de
fonds concernée, lors de ou avant la souscription initiale au moment de I’ouverture
de compte, de méme que la livraison de versions mises a jour des Fiches de
renseignements et des Faits saillants lors de tout changement important ou tout
ajout d’un nouveau fonds a la gamme;

— la «disponibilité continue » des Fiches de renseignements et des Faits saillants,
avant, au moment de et aprés la souscription, grace a la mise sur pied d'un site
Internet sécurisé pour I’industrie qui fournirait la version la plus récente des
documents, et a la possibilité de recevoir les documents en format papier, sans frais,
sur demande et en tout temps;





— un avis de disponibilité continue des Fiches de renseignements présenté lors de
I’ouverture de compte et, sur une base continue, dans les relevés de compte;

— une Fiche de renseignements jointe a toute confirmation d’exécution de transaction;

— le droit de résiliation dans les 48 heures suivant la réception de la confirmation de
I’exécution de la transaction et de la Fiche de renseignements; et

—  I’elimination du droit illimité de retrait sur évocation du défaut de livraison des
Fiches de renseignements, tel que proposé.

5. Devrions-nous examiner d’autres modes de livraison qui seraient
compatibles avec notre objectif de fournir aux investisseurs de
I’information avant le moment de la souscription ou a ce moment?

Nous appuyons la livraison obligatoire d'information clé relative au(x) fonds et a la
gamme de fonds lors de I’ouverture de compte, ou avant la vente initiale, ainsi que la
livraison obligatoire de documents mis a jour lors de changements importants, ou
lorsqu’un nouveau fonds est ajouté a la gamme de fonds. Ainsi, pour les transactions
subséquentes, l'investisseur aurait déja été informé, ou aurait déja recu une mise a jour
des Fiches de renseignements Apercu du fonds et, comme dans le cas de toute transaction,
recevrait un exemplaire supplémentaire joint a I’avis de confirmation de la transaction.

De plus, nous croyons que la Proposition devrait étre modifiée pour inclure des
démarches souples favorisant I’accés aux fonds pour les investisseurs. Par exemple, nous
appuyons le principe de la «disponibilité continue » des Fiches de renseignements
Apercu du fonds, avant, au moment de et apres la souscription, au moyen d'un site
Internet sécurisé pour I’industrie qui offrirait I’acces a la version la plus récente des
Fiches de renseignements pour tous les fonds disponibles. De plus, I’information relative
a I’accés a ces documents figurerait sur les relevés de compte de I’investisseur. Les
individus n’ayant pas acces a Internet, ou n’ayant pas tendance a l'utiliser, devraient avoir
le choix de recevoir la documentation en format papier, sans frais, sur demande et a tout
moment.

Une telle démarche aurait l'avantage de permettre aux investisseurs de s'assurer a tout
moment qu'ils disposent de la plus récente version des Fiches de renseignements. De
plus, elle serait plus dynamique que l'approche proposée puisqu’elle répondrait aux
préférences des investisseurs qui désirent se tenir eux-mémes informés tout en assurant la
disponibilité des Fiches de renseignements les plus récentes, au moment de ou avant la
vente, et ce, pour toutes les transactions.

6. Courtiers et assureurs : Quelles modifications auriez-vous a apporter a vos
procédures actuelles pour respecter les obligations de livraison que nous
proposons? Combien de temps cela vous prendrait-il pour effectuer ces
modifications? Quels seraient la nature et le montant approximatif des
coQts associés a ces modifications?





Nous avons identifié des dépenses importantes dans les domaines de la réalisation, de la
conformité et de la technologie. Ultimement, ces dépenses seraient défrayées par les
investisseurs. Bien qu’elles n’aient pas été évaluées séparément, nous croyons qu’elles
seraient significatives et dépasseraient de loin toute réduction de co(ts pour le systeme, et
donc pour les investisseurs, découlant de I'élimination de l'exigence d’expédier le
prospectus simplifié par la poste. Il nous ferait plaisir de travailler avec le Forum conjoint
pour quantifier ces codts et collaborer a une évaluation détaillée des dépenses anticipées,
ainsi que des bénéfices découlant a la fois du Cadre proposé et de I’approche modifiée
gue nous préconisons.

9. Existe-t-il d’autres fagons de communiquer I’information dans une fiche de
renseignements sur un fonds comportant diverses catégories, séries ou
options de garantie qui seraient compatibles avec notre objectif de fournir
aux investisseurs un document de deux pages facile a comprendre?

Le document Fiche de renseignements est actuellement concu de maniére a fournir une
information pertinente tant sur le fonds que sur la relation entre le courtier ou le
conseiller et son client. Le résultat est que le document induit en erreur et n’est pas
compatible avec I'objectif des autorités reglementaires de faciliter la comprehension des
documents de divulgation. L'information portant sur I’entente d’ouverture d’un compte —
incluant les options de frais de vente offertes par la société de courtage et la rémunération
du conseiller — devrait faire I’objet des obligations de divulgation du courtier et du
conseiller et serait plus utile si elle était divulguée et présentée lors de I’ouverture de
compte. La divulgation de toutes les catégories et séries disponibles pour un fonds donné
devrait étre obligatoire pour la société de fonds de placement. De plus, cette information
devrait étre fournie dans les Fiches de renseignements sans toutefois étre présentée
comme des options lors de chacune des ventes, tel que suggéré tacitement.

Les Fiches de renseignements doivent d’abord et avant tout étre précises, méme si cela
signifie que le document doive comporter plus de deux pages. Il existe d'autres
informations importantes relatives au fonds et a la gamme de fonds qui devraient aussi
étre divulguees lors de I’ouverture d’un compte, y compris I'information sur la gamme de
fonds et I’information fiscale pertinente sur les échanges dans les catégorie de fonds.

Nous recommandons que toute l'information sur une gamme de fonds qui s’avére
essentielle a la bonne compréhension qu’auront les investisseurs de ce fonds — et
Iinformation sur les avantages qui découlent du fait que le fonds appartient a cette
gamme — soit incluse dans un document Faits saillants présenté aux investisseurs lors de
I’ouverture de comptes et joint aux exemplaires des Fiches de renseignements sur les
fonds individuels qu’ils auront achetes.

10. Sociétés de gestion de fonds et assureurs : A quelle fréquence souhaiteriez-
vous mettre a jour les fiches de renseignements? Si vous voulez faire des
mises a jour plus souvent ou moins souvent qu’une fois par trimestre,





quelle serait la fréquence voulue et pourquoi?

Nous appuyons la mise & jour annuelle des Fiches de renseignements Apercu du fonds, de
méme que lors de changements importants de ces placements. En effet, ces mises a jour
répondraient aux exigences réglementaires et de conformité en matiére de dépét et de
fréquence des révisions réglementaires de cette information. Une exigence voulant que
les mises a jour soient plus fréquentes, mais ne comportant pas de cadre de révision
réglementaire n’assurerait pas une conformité vérifiable avec les normes en place.

Nous constatons que la grande quantité de Fiches de renseignements vient appuyer
I’adoption de modes de livraison souples et efficaces. C'est pourquoi nous proposons
aussi que les Fiches de renseignements fassent I’objet d’une « disponibilité continue »
pour les investisseurs, en exigeant qu’un avis de disponibilité continue soit présenté lors
de I’ouverture d’un compte ainsi que sur les releves de compte, soulignant I’existence
d’un site Internet centralisé et accessible donnant accés aux versions les plus récentes du
document en tout temps et la possibilité, au choix de I’investisseur, de recevoir les
documents en format papier, sans frais et en tout temps.
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North York, ON

M2N 6L9

Dear Sir:

Re:  Joint Forum Proposed Framework 81-406, Industrial Alliance Comments

We are writing to provide you with the comments of Industrial Alliance Insurance and Financial Services
Inc., (Industrial Alliance) on the Joint Forum of Financial Market Regulators (“Joint Forum”) Proposed
framework 81-406, Point of sale disclosure for mutual funds and segregated funds (“Proposed
Framework™ or “Proposal”) released for comment on June 15, 2007 Notice and Request for Comment
dated February 27, 2007 (“the Notice™),

Industrial Alliance has a national footprint in the distribution of financial services in Canada. Through our
three broker dealers; 1A Securities Inc., a nationally registered securities dealer and IDA member as well
as FundEX Investments Inc. and Investia Financial Services Inc., both of which are nationally registered
mutual fund dealers and members of the MFDA, we currently represent over 2000 licensed advisors. We
will limit our comments to those that we feel will specifically effect the way in which our advisors and our
firm will be able to service our more than 300,000 clients.

1. Overview

At a high level Industrial Alliance is in complete support of regulatory proposals that provide consistent
treatment of the consumer experience, greater clarity and consistency of rules, and efficiencies in process.

Furthermore we support the objectives of the Proposed Framework to develop more meaningful
disclosure documents for the sale of mutual funds and segregated funds. It is imperative that the rules
governing the distribution of financial products to retail investors in Canada be consistent to ensure that
regulatory arbitrage cannot be allowed to favour one product over another. We appreciate the
consultative process that the Joint Forum has undertaken with this initiative and the opportunity to
provide comments.

As a general point, it is important that the Proposal be developed with full consideration of the highly
regulated framework that presently exists for the sale of mutual funds. Mutual fund sales are subject to
Know Your Client (“KYC”) and suitability requirements; advisors and dealers are under a duty to sell a
suitable product to the consumer; and dealers are required to review all trades for suitability. We are
concerned that this Proposal, which would benefit greatly from full integration with other disclosure
initiatives that are presently under consideration, such as the Client Relationship Model of Registration
Reform, will only lead to confusion among retail investors if it continues to run in parallel with these
other important initiatives.
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In this submission we set out recommendations for modifying the Proposed Framework, which are aimed
at improving the accuracy and clarity of the information provided and the timing of such delivery to best
assist consumers to make well-informed decisions.

2. Recommendations for Improvement to the Proposed Framework

a) Account Opening — Connection between POS and CRM

The availability of accurate information at the appropriate time in the decision making process is
fundamental to consumers making sound decisions on what investment products to buy or sell. This
typically occurs during that critical time of account opening where properly defining the roles
between the Dealer/Advisor/Client are necessary in providing a solid foundation to ensure that the
client experience is as positive as possible. We have noted that as part of the Registration Reform
Project, the SROs have been tasked with developing new rules and procedures on account opening,
disclosure of costs and conflicts, and performance reporting. These activities are generally described
as the Client Relationship Model (CRM). We suggest that these two projects, the POS project and
the CRM initiative, be integrated in a significant way. CSA leaders have acknowledged during a
number of discussions that these efforts had been quite independent of each other and that there needs
to be more overlap. We believe that a concerted effort should be made to assess where these two
initiatives intersect and co-ordinate solutions as this would not only enhance both projects but also
provide consumers with superior level of information and clarity.

b) Subsequent Sales and Switches

Once an account has been opened the consumer and the advisor keep in touch and conduct
transactions in various ways, not the least of which is through the internet and telephone. Our firm
has committed significant resources in providing our advisors with the latest in voice recording
technology to ensure that the highest level of timeliness and accuracy of trading in a client account be
achieved. In our IDA firm the most common means of subsequent transaction is by telephone where
the expectation of the client is that a discussion will lead to a transaction being done, often
immediately or by the end of that day.

In the disclosure model we propose the consumer will have already received full information on
pricing and compensation structure offered by a manager, and has received the abbreviated fund facts
at or soon after account opening. The desired transactions for a subsequent sale or a switch can be
agreed to and processed by the advisor immediately without any interruption.

3. Assessment of Challenges Presented by the Proposed Framework
In this section we provide our comments on the negative impact your Proposed Framework will have on

investors as well as the industry, if it is enacted in precisely the manner in which it has been presented.
Our assessment is provided below in two principal areas: delivery issues and content issues.
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a. Delivery Issues

The major challenge with the proposal arises from the inflexibility of the requirement to deliver the
Fund Facts at or before the point of sale (“POS”) for all transaction types and all clients without
exception, and the disruption and inefficiencies this implies for certain transactions.

i. Interruption of Subsequent Sales and Switches

Sales and switches that occur in a client’s account following the initial account opening stage
(“Subsequent Sales”) are sales for which there is an established client-advisor relationship and
for which there is the greatest risk of trade interruptions caused by the overly specific delivery
requirements of the Proposed Framework. Any disruption to the presently efficient processes
for conducting these trades, which are most often conducted over the telephone or in the
client’s home, will lead to dissatisfied customers who will ask for, or be open to, investments
with fewer pre-sale disclosure requirements. The risk is that this would result in less suitable
investment solutions which would not be in the best interests of consumers. What follows is a
more detailed description of the issues raised for telephone and in-home sales.

1) Telephone Sales

A large proportion of mutual fund sales are conducted over the telephone. The inflexibility
of the delivery requirements under the Proposed Framework will cause significant
disruption to these sales. Our IDA firm, 1A Securities Inc., has indicated that as much as
90% of their mutual fund sales are conducted over the phone. These business models, and
more importantly, the clients they serve, would be severely impacted by the delivery
obligation for pre-sale delivery limited only to paper-based, faxed or e-mailed disclosure
documents.

To illustrate the difficulty for the telephone channel, consider a typical transaction whereby
a client calls the firm administering his/her account and is connected with his/her registered
salesperson. The registrant reviews the client’s account while on the line, and is expected
by the client to immediately transact according to the instructions given, provided that they
are consistent with the client’s KYC.

Instead of transacting immediately in the chosen fund, as the client is accustomed to doing,
he/she would be told that an up-to-date Fund Facts would be mailed/faxed/e-mailed (as
currently provided for in the Proposed Framework), and requested to call back on receipt of
the document to place the order. An e-mail response would not be acceptable at our firm
due to an internal policy against accepting trade instructions by e-mail because of potential
delays, miscommunication or safety reasons discussed further below. The undue delays
created by the delivery requirement raise problems for any client wishing to conduct a
time-sensitive transaction, such as an RRSP contribution on the last day of the RRSP
season, or a transaction in a volatile market.

2) In Home Sales

A large proportion of mutual fund transactions conducted by our dealer firms, FundEX and
Investia, occur in person at the client’s residence or place of business. We believe that the
Proposed Framework will limit the investment choice available to clients serviced by in-
home sales. Typically, the sales representative will travel to the client, sometimes over
long distances and often for small or mid-sized accounts, to conduct an in-person interview
and transact for the client’s account. In most cases the account opening process may require
more than one meeting with the client, and in the case where the initial sales
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recommendation occurs during the initial meeting, the advisor is likely to recommend from
a limited set of funds known in advance using a variety of marketing materials or
informational tools on the funds being recommended.

Accordingly, for initial sales at account opening, delivering the Fund Facts at POS will
create some logistical concerns. Subsequent in-home sales tend to be additional
contributions by the client to existing funds and/or changes to the mix of funds in the
client's existing portfolio to reflect market changes or changes in the client's circumstances.
In some cases the face-to-face, in-home interview may produce a recommended solution
for which the advisor is not carrying the required documents. This could come, for
example, as a result of a change in the consumer’s profile or financial situation, or on
occasion, from the consumer himself who might request to purchase units of a fund that he
has heard about or researched separately.

A consumer working with an advisor who conducts extensive in-person, in-client-location
business may be able to choose, for example, from as many as 1800 funds from 30 - 40
different companies. Under the Proposed Framework, and given the additional costs of
fulfillment that the management of these multiple disclosure documents would imply, the
advisor may be forced to restrict the number of investment options offered to clients, offer
more single than multi-fund solutions, or focus more on pre-determined solutions than on
needs-oriented discussions.  Alternatively, other products not covered by the proposed
POS rules will become much more attractive to buy or sell.

ii. Impact on Consumers

One of the weaknesses of the Proposed Framework is that it does not recognize that
clients may fall within any one of three categories — discretionary, self-directed, and
advisor-based, and their information needs and tolerance for transaction
interruptions may vary radically from one group to the next and within each group.

1) Discretionary Clients

Overlooked by this Proposal is the category of clients known as discretionary
clients who have delegated investment decisions and the management of their
accounts to an investment counsel or portfolio manager. In these situations the
investment manager would construct a portfolio using, in many cases, mutual
funds as an important component of the portfolio. These clients would not
receive disclosure materials, either before or after transactions in their
accounts. This Proposal clearly does not take into account the requirements of
these clients.

2) Self-Directed Clients

The Proposal does not take into account the needs and expectations of self-
directed clients. These clients may, for example, have signed Limited Trade
Authorizations with their advisors to enable them to trade on instructions
without a follow-up signature. These clients are unlikely to want additional
printed disclosure mandated for pre-sale delivery if it would mean an
interruption or loss of convenience in the conduct of their trades.

The Proposal does not include the possibility that these clients might prefer to
access the information themselves at their time of choosing prior to the sale.
The approach does not, for example, recognize the utilization of internet





Joint Forum Proposed Framework 81-406 — Industrial Alliance Comments

technology for the transmission of regulatory disclosure, an approach that is
increasingly being adopted in other jurisdictions. Typically, self-directed
clients are frequent users of the internet for these purposes.

3) Advisor-based

Research conducted by IFIC this year suggests that similar preferences exist
for large segments of the advisor-based investing public. A quantitative
national study of 2,508 clients conducted in May and June, showed that 83%
of mutual fund clients continue to rely on advisors and 65% believe that
reading detailed printed information about a mutual fund should not be a
requirement for purchase. In qualitative testing of clients and advisors held in
Toronto, Montreal and Vancouver in August, they found that while clients
generally reacted positively to the contents of Fund Facts, their reactions
varied widely as to mandated delivery and the possible consequences for the
interruption of trades. Their reactions to the latter varied by their level of
investment knowledge and sophistication. Sophisticated clients showed less
tolerance than less knowledgeable clients of trade interruptions, and some
viewed mandatory delivery of Fund Facts as an approach as too patronizing or
bureaucratic.

b. Content Issues

We agree that standardization of Fund Facts is desirable for ease of reading and fund comparisons,
and support prescribing certain elements, their order, and some of the section headings and language.
We are concerned, however, that some of the prescribed language of Fund Facts is misplaced or
misleading, and in some cases misses important relevant information. We have concerns with respect
to i) Cost and Compensation sections of Page 2 of Fund Facts, ii) Deferred Service Charges (“DSC”),
iii) the Prescribed Content of Page 1 of Fund Facts, and iv) other missing information that we believe
is relevant to a consumer making an investment decision. It is our view that the proposed disclosure
on these items should be corrected, enhanced and, where indicated, directed to occur at a time when it
would have most relevance to the consumer — at account opening.

i. Costs and Compensation

Under the “How much does it cost?” section of Page 2 of Fund Facts, it is proposed that the
consumer be informed of a number of options regarding the payment of sales charges. The
client is informed that they would have the option of choosing from among a list of
possible sales charge models, and, if initial sales charges are chosen, the option of a
negotiated rate. This proposed language is very misleading in several ways. The sales
charge options operate at the fund family level and not at the fund level; different sales
charge options available to be sold by an advisor are determined at the dealer level and are
best disclosed to the client at account opening. These are not options that can be decided on
or negotiated on a transaction by transaction basis. While we agree with a disclosure
document that clarifies the many ways that a fund can be purchased in the market, we do
not support a document that misleads by suggesting to the consumer that choices exist
where they do not.

Under the “How does my advisor get paid?” section of Page 2 of Fund Facts, a number of
features relating to commissions and commission rates are listed. This is by no means a
complete listing of all compensation arrangements that are available in the industry. Some
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advisors work under a fee-based arrangement. In the case of a bank branch retailing their
own proprietary funds, advisors are salaried with various bonus arrangements.

We support enhanced disclosure on pricing and compensation arrangements but believe
this is best discussed in a thorough way at account opening, the point in time when that
information is most useful to the consumer. For this reason we have recommended to the
Joint Forum that the present POS initiative be considered in the context of, and aligned
with, the Client Relationship Model of the Registration Reform Project. These two
initiatives share similar objectives with respect to improving the understanding of clients
regarding fees and the service levels they can expect from the relationship. In our view,
continuing to consider the two initiatives separately risks introducing serious duplication,
administrative complexity and consumer confusion.

ii. Deferred Sales Charges

An additional problem in the prescribed language is in regard to Deferred Sales Charge
(DSC) units. DSC redemption fees, for example, almost always apply at the fund family
level. For a switch between funds within the same fund family the DSC fee schedule is not
re-set for the purchased fund, it is carried forward unchanged from the original purchase. In
addition, clients of DSC funds are often allowed up to 10% redemptions within any year
without incurring a deferred charge on such redemptions. These benefits are absent from the
descriptions provided in the proposed document. Comparing two DSC funds in different
fund families by only looking at their respective Fund Facts sheets would not tell the
complete story. A single fund focus in this case understates the benefits available to one
fund over another for cost-effective rebalancing down the road.

4. Impact of Proposal

In addition to the impact of the rigid delivery requirements and potentially misleading content, the
Proposal will have severe implications with regard to arbitrage of product, compliance and audit issues,
and fairness in the marketplace.

a. Reduced Access to Mutual Funds by Canadians

The very prescriptive approach to the delivery of the Fund Facts to the consumer at or immediately
before point of sale does not accommodate the many ways that consumers prefer to inform
themselves about the investments they buy. This will disadvantage the sales processes by which the
vast majority of mutual fund sales are done. We believe this will have long term negative
implications for consumer choice if firms shorten their product shelves due to logistical and
fulfillment costs associated with the Proposal or if clients seek out other products as the ease of
transacting shifts in favour of these other less regulated products.

Disclosure requirements and sales practice rules applicable to mutual funds and segregated funds
would under the Proposed Framework become more onerous than for virtually all other retail
financial products in Canada. This is of concern to us because more than half of all mutual funds sold
in Canada today are sold outside of the MFDA channel, where the sales representatives are licensed
to sell, in addition to mutual funds, other retail financial products that may have much greater risks
but little or no point of sales disclosure requirements. Further, in the IDA channel, investors and
their advisors expect to transact in very efficient means: electronically and instantly. We anticipate
that there will be a meaningful reduction in mutual fund sales in the IDA channel through any
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adaptation of the Proposed Framework, but that a full and literal application of the Proposed
Framework will lead to a virtual cutoff of mutual fund sales in this channel.

The importance of the IDA channel for the distribution of mutual funds has particular significance
when considering the variety of other retail products which are also available for sale in this channel
which have little or no point of sale disclosure requirements. For example, Exchange Traded Funds
(*ETFs”) and their distributors are not required to provide a disclosure document to consumers who
purchase ETF shares or units in the secondary market. Similarly, Canadian producers of separately
managed accounts and wrap accounts are not required to produce or provide clients with any
disclosure with respect to the operation of the account or service. For Principal Protected Notes there
are no specific disclosure requirements currently.

The unlevel playing field that currently exists in Canada will be further tilted against mutual funds if
the Proposed Framework is implemented.

b. Operational Issues

The Proposal carries with it higher costs of fulfillment due to a substantial increase in the number of
regulatory disclosure documents, as well as new or upgraded internet systems, a significant
technology build that could require years to develop.

The Proposed Framework would require our dealers to manage large additional volumes of paper
related to funds carried. It would not be unusual, for example, for an Approved Person at either of
our MFDA firms to carry funds from 20 different fund companies. Currently there would be a single
Simplified Prospectus to deliver for each fund family — 20 documents in this case. If each fund
family had 50 funds, each with 3 series or more, the number of regulatory documents required to be
kept on hand at the dealership, or managed by a fund company fulfillment service, would rise from 20
to at least 3,000. Many large fund companies have more than 50 funds with more than 3 series for
each. While the example is illustrative only, the implication is that there would be significant added
burden on dealer back offices and fund company fulfillment groups due to the additional volumes of
separate disclosure documents. This reality will not only lead to higher costs, which the consumer
will ultimately bear, but restrict access to funds as dealers and advisors will tend to narrow the
number of fund families and specific funds offered to handle the sheer logistic complexity of the
paperwork involved.

c. Compliance Issues

The difficulty of tracking compliance for delivery of required disclosure at or before point of sale
would be significant.

With this much additional paper disclosure documents in the system, thus raising the risk of non-
delivery due to the wrong document being provided, and no existing processes available for tracking
compliance with delivery “at or before sale”, the difficulties of providing an accurate trail for audit
purposes will be enormous. Furthermore, by not being able to establish proof of delivery, the
withdrawal right provided to the client in the case of non-delivery is unlimited. This additional and
significant operational risk to our dealers will ultimately have further adverse effect on shelf space -
our dealers may want to keep costs down (and reduce the potential for error) by further limiting the
number of fund families, the number of funds or series of funds. This would disadvantage consumers
as it would reduce choice, and promote a greater reliance on packaged rather than needs-oriented
solutions for clients.
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Ultimately, the inability to track compliance would result in ineffective enforcement, thus
undermining the securities regulatory framework as a whole.

Although we appreciate the spirit of the POS disclosure framework, as we have outlined here, there are
numerous logistical and practical shortcomings that will materially impact all stakeholders. We strongly
encourage you to consider our arguments within the context of our sincere interest to improve the
consumers’ understanding and awareness of the mutual fund transaction process.

We thank you for providing us with the opportunity to comment on the Proposal. Please do not hesitate to
call us directly should you have any questions or wish to discuss our remarks.

Yours truly,

By: Michael S. Greer Christopher J. Enright
President Executive Vice President
FundEX Investments Inc. FundEX Investments Inc.

cc. Normand Pepin

Executive Vice President
Industrial Alliance Insurance and Financial Services Inc.





		Mr. Neil Mohindra 

		Acting Policy Manager 
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October 15, 2007

SENT VIA EMAIL
jointforum@fsco.gov.on.ca

Mr. Neil Mohindra

Activity Policy Manager

Joint Forum Project Office
5160 Yonge Street

Box 83, 17" Floor

North York, Ontario M2N 619

Dear Mr. Monindra,

We would like to thank the Joint Forum of Financial Market Regulators for giving us the opportunity to
comment on the “Proposed Framework 81-406: Point of Sale Disclosure for Mutual Funds and
Segregated Funds”.

First, we would like to present our group of companies. Industrial Alliance Insurance and Financial
Service Inc. (1A) is the 4% largest life insurance company in Canada with over 60 billion dollars of assets
under management and administration. iA is also the sole owner of the following companies, which will
be affected by the proposed framework.

= |A Clarington Investments Inc. — A mutual fund company, which has approximately 8 billion dollars of
assets under management.

= |A Securities Inc. — A full service securities brokerage firm with 2.2 billion dollars of assets under
administration.

= FundEX Investments Inc. — A mutual fund broker-dealer with more than 11 billion dollars of assets
under administration.

w  |nvestia Financial Services Inc. — A mutual fund broker-dealer with 3.7 billion dollars of assets under
administration.

Yvon Charest, FSA., FCILA. 1080 Grande Allée West
President and Chief Executive Officer PO Box 1907, Station Terminus
Quebec City QC G1K 7M3

Telephone: 418 684-5100
Cellular: 418 564-5100

Fax: 418 683-5663
yvon.charest@inalco.com

www.inalco.com
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As a life insurance manufacturer, we would like to mention that we support entirely the response made
by the Canadian Life and Health Insurance Association (CLHIA).

As indicated in the CLHIA response, we respectfully remind the Joint Forum that, although a segregated
fund may look alike a mutual fund, a consumer cannot buy units of a segregated fund. Rather, the
consumer must enter into a contract called an Individual Variable Insurance Contract (IVIC) with a life
insurance company. As outlined in the CLHIA response, this gives the policyholder rights and protections
that are quite different to that of the mutual fund unitholder. We believe that these particularities of the
IVIC have not been considered. We will not expand further on the segregated funds since we consider
that the CLHIA response provides enough details on the subject. Segregated funds and mutual funds
should have a similar treatment but not an identical treatment.

With regards to our mutual funds and securities broker-dealers, we also share the CLHIA’s concerns on
the requirement to provide new Fund Facts before subsequent transactions can proceed. The proposal,
as it currently stands, does not meet the consumers’ needs and would create an additional compliance
control without providing any added value to the consumer. ’

We would like to remind the Joint Forum that, as a full service broker or a mutual fund broker, we must
respect the “know-your-client rule”. This means that all investments made by our clients must be in
accordance to their risk profile and investment objectives. This also means that we monitor every
transaction, whether it is a purchase or a switch against the client profile. We must also update our client
file when there is a change in the client financial situation or financial objective. We believe this is where
we should continue to focus our efforts.

As indicated in the CLHIA response, we believe that the consumer would not be well served should we
have to give or send a Fund Fact before a subsequent trade. With the proposed changes, consumers
would be more at risk in a volatile market. This would reduce the effectiveness of Limited Trading
Authorization and would only create additional delays for transactions. It would be best to remove
subsequent trades from the reform.

Thank you once again and be assured of our support should you need more information.







From: Jim Langille <jlangille@excellink.ca>

To: Neil Mohindra <jointforum@fsco.gov.on.ca>
Date: Wed, Oct 10, 2007 4:23 PM
Subject: New Point of Sale Disclosure Form

TO WHOM IT MAY CONCERN:

On September 24, 2007 at the Industrial Alliance MGA Meeting | attended Grant
Swanson's presentation. They asked for our input with respect to the fact sheets
to be handed to clients.

These fact sheets are very similar to the ones we can currently obtain via
PalTrak. My question is are these sheets updated like PalTrak i.e. monthly and

can they be pulled off like PalTrak or must we access them via the Insurance
Company?

The other point is on Page 28 of the sheet | have "Fund Facts", in the square in
the lower left corner "How has the fund performed?”, | feel that the second point
is not informative or strong enough. | believe it should be similar to the statement
for the mutual fund industry. This statement is so weak it would not disturb the
client if they had any doubts and also does nothing to protect the agent. As a
matter of fact it would invite legal action because of its weakness.

To summarize - my concerns are the weakness of the declaration and the
vagueness of how the fact sheet is updated and by whom.

Thank you very much.

Jim Langille, CFP
Belleville Branch Manager

JL/Ir

James Langille

Investia Financial Services Inc. — Belleville Branch
Tel: 613-968-9229

Fax: 613-968-4912

Email: jlangille@excellink.ca

http://www.excellink.ca/disclaimer.html
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http://www.excellink.ca/disclaimer.html
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October 15, 2007

Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Yonge St.

Box 85, 17% floor

North York, ON

M2N 6L9

CANADA

RE:  Proposed framework 81-406: Point of sale disclosure for mutual funds
and segregated funds

Dear Mr. Mohindra:

The Investment Company Institute’ commends the Joint Forum’s initiative to provide mutual
fund investors with better fund disclosure. The ICI is a strong advocate for a simplified approach to
mutual fund disclosure, primarily because of the importance of providing investors with a high quality,
casy-to-read document highlighting key information about funds.> We believe that the disclosure
model in the Proposed Framework represents a significant step toward a disclosure document that will
be more useful for both investors and funds. We are disappointed, however, that the Joint Forum has
chosen to combine simplified disclosure with the imposition of new delivery requirements on mutual
funds and segregated funds that will not be applicable to other investment products. The ICI and its
members with affiliated Canadian operations cannot support a proposal that would change the timing
of delivery to require mutual funds and segregated funds, but not other investment products, to provide
product disclosure earlier in the sales process.

! The Investment Company Institute is the national association of the U.S. investment company industry. The ICI seeks to
encourage adherence to high ethical standards, promote public understanding, and otherwise advance the interests of funds,
their shareholders, directors, and advisers. ICI members include 8,889 open-end investment companies (mutual funds), 675
closed-end investment companies, 471 exchange-traded funds, and 4 sponsors of unit investment trusts. Mutual fund
members of the ICI have total assets of approximately $11.339 trillion (representing 98 percent of all assets of US mutual
funds); these funds serve approximately 93.9 million shareholders in more than 53.8 million households.

> See, e.g., Securities and Exchange Commission Interactive Data Roundtable, Statement of the Investment Company
Institute (June 9, 2006), available at www.ici.org/statements/tmny/06_sec_rdtable_tmny.html.
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Timing of Delivery

Requiring disclosure prior to selling mutual funds would create incentives for dealers and other
intermediaries to sell products not subject to the same requirement, even when those products do not
offer the same level of regulatory protection and other benefits for investors. Regulators in multiple
jurisdictions have expressed concerns about this issue. For example, in discussing point of sale
disclosure initiatives last year, former NASD Chairman Robert Glauber stressed the need to consider
this consequence, explaining that “[a]n investor should be sold a security because it’s right for him or
her, not because it’s easier to sell than something else.” More recently, Commissioner Charlie
McCreevy of the European Commission expressed concern that EU regulations that impose different
selling rules and different levels of product and fee disclosure on different types of investment products
may be distorting competition among those products and resulting in a disservice to retail investors.* If
the Joint Forum considers it beneficial for investors to receive certain information earlier in the sales
process, it should do so for all retail investment products.

Simplified Disclosure

Although we disagree with the proposal to change the timing of delivery of mutual fund
disclosure, other aspects of the proposal hold great promise. Simplified mutual fund disclosure such as
that contemplated in the proposed framework could create significant benefits for fund shareholders.
ICI research, consistent with the findings of the Joint Forum, suggests that investors would be far more
likely to read a streamlined disclosure document than the prospectuses that are typical today.> A
reduction in the volume of paper that funds are required to send out may also reduce costs borne by
funds and their shareholders. We urge the Joint Forum to move forward with simplified disclosure for
mutual funds without imposing disparate delivery requirements on mutual funds, but instead with the
same delivery requirements that are currently imposed with respect to the simplified prospectus.

Conclusion

New disclosure regimes for mutual funds are being considered by regulators around the world.
These have the potential to result in better-informed investors who know more about and demand
more from their investments and the companies that provide those services. The imposition of a more
burdensome sales process that applies solely to a the limited class of investment products represented by

? See Remarks by Robert Glauber, Chairman, NASD, at the Investment Company Institute’s 2006 General Membership
Meeting (May 18, 2006), available at www.finra.org/PressRoom/SpeechesTestimony/RobertR.Glauber/p016642.

* Commissioner McCreevy also expressed concern that investment products may be structured or sold under certain
wrappers to avoid inconvenient regulatory requirements on product disclosure or distributor compensation. The European
Commission plans to publish a call for evidence in October 2007 to examine product disclosure. See Remarks by Charlie
McCreevy, European Commissioner for Internal Market and Services, at the Public Commission Hearing on Retail
Financial Services (Sept. 19, 2007), available at europa.eu/rapid/pressReleasesAction.do?reference=SPEECH/07/
5488&format=HTML&aged=08&Ilanguage=EN.

> See Investment Company Institute, Understanding Investor Preferences for Mutual Fund Information (Aug. 2006),
available at www.ici.org/stats/res/ lrpt_06_inv_prefs_full.pdf.





Mr. Neil Mohindra
Page 3 of 3

mutual funds and segregated funds may reduce those benefits by making it easier and faster for
intermediaries to sell other products, even if those products are less regulated and do not offer the
transparency or other benefits of mutual funds. The ICI and its members cannot support disclosure
delivery requirements that unfairly change the sales process for mutual funds.

We thank the Joint Forum for the opportunity to express our views on the Proposed
Framework and invite you to contact us directly if you have any questions about our comments at
+1 202-326-5813 or solson@ici.org.

Sincerely,

/s/ Susan M. Olson

Susan M. Olson
Senior Counsel, International Affairs
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Mr. Neil Mohindra, Acting Policy Manager
Joint Forum Project Office

5160 Yonge St.

Box 85, 17" Floor

North York, Ontario M2N 619

Dear Mr. Mcohindra:

Re:  Proposed Framework 81-406; Point of sale disclosure for mutual funds and
segregated funds (Proposed Framework)

Thank you for providing us with the opportunity to comment on the Proposed
Framework. The Investment Industry Association of Canada (ITAC or Association) is the
professional association representing over 200 investment dealers in Canada. Our
mandate is to promote efficient, fair and competitive capital markets for Canada and
assist our member firms across the country.

Qur members represent a major distribution channel for the mutual fund industry. In
2006, the securities industry generated $1.97 billion in revenue from mutual fund sales.
This represents 32% of industry commissions and 12% of total brokerage industry
revenues.! Furthermore, of the $900 billion in assets our members manage on behalf of
retail clients, over $200 billion is invested in mutual funds.? 1t is clear then, that our
members have a strong interest in the Proposed Framework.

The Association generally supports the Joint Forum’s initiative to create a meaningful,
more simplified form of disclosure for mutual fund and segregated fund investors. On
behalf of our members, however, we would like to express concerns with some of the
proposals surrounding the Fund Facts document and its delivery, which are outlined
below.

'MIAC, Securities Industry Performance Report Q4 2006,
? Investor Economics.

11 King Street West, Suite 1600, Toronto, Onrario M5H 4C7
Telephone: 416.364.2754 » Fax: 416.364.4861 * www.ilac.ca





Methods of Delivery

The HAC has a number of issues with the curtent proposal with respect to the method of
delivery which is extremely limited and is not practical for our members or investors.
The IIAC suggests that delivery options be made more flexible so that it does not
dramatically affect how our members operate and investors are serviced.

Delivery Options: Mail Only

The Proposed Framework document suggests that the methods of delivery of the Fund
Facts document could be by hand, by fax, by mail or electronically. However, our
members conduct a significant amount of transactions over the phone and investors will
not appreciate that before they can proceed with their transaction, they must wait for the
Fund Facts to be mailed/faxed/e-mailed to them and the dealer then has to ensure that it
has been brought to the attention of the investor.

More importantly, a number of our members have indicated that they have internal
policies that prohibit the distribution of client documents via e-mail. These policies are
in place to safeguard clients from on-line fraud, particularly where individuals are asked
to provide their account numbers and/or log-on using a password. To ensure that clients
are not exposed to these frauds, many members tell their clients that they never e-mail
documents unless, for example, clients have asked to receive their statements online.
Even in those situations, clients would receive an e-mail stating that their account
statement is waiting for them, but would then have to sign on to the member’s secure
website to access it. However, in this situation the information is not time sensitive.
Similarly, some members have chosen not to transmit client documents via fax because
that too, presents security concerns. For example, client fax numbers may change or be
given incorrectly to the adviser causing advisers to inadvertently send documents to
unintended parties.

This therefore means that for firms that conduct a large part of their business over the
phone or via the internet rather than in person, the Fund Facts document would have to be
sent by regular mail to clients. Regular mail delivery takes between 1 to 5 days and
impairs the client’s ability to transact on a timely basis, Clients who do not meet their
adviser in person therefore, are disadvantaged with respect to receipt of the Fund Facts
document. Further, many clients are price sensitive and time sensitive and when they call
their adviser, expect their trade to be executed immediately. This of course, can have
serious implications during fast moving markets. For example, one firm indicated that
during the market down-turn during the week of August 13, 2007, they received 9,600
mutual fund transaction orders in a single day. How would this have been handled if all
of the clients had to wait for their mail before making the trade?

There are also serious technological impediments for mutual fund transactions that occur
over the internet. The Proposed Framework document suggests that the investor may
click through the Fund Facts before submitting the purchase order on-line. However, if a
member were to provide access to third-party Fund Facts it would raise security and





leakage issues surrounding the appropriate technology that might be necessary to leave
the firm’s secured website and then return after reading the Fund Facts. This would
therefore suggest that member firms would potentially have to house the Fund Facts
documents on their own secured websites. This is cause for concern for some firms
which offer close to 5,000 different mutual funds. The maintenance of such a huge
database would be enormous. Furthermore, some firms indicated that having to
administer all these funds in-house would be too great and as a consequence, may have
no choice but to reduce its offering of funds. The result is less choice for the investor.

Access Equals Delivery

In order to deal with the limited options of delivery under the Proposed Framework, the
[TAC believes that the principle of access equals delivery shouid be applied to the Fund
Facts document. We understand that the Joint Forum received investor feedback which
did not support an access equals delivery provision, however only 13 consumers were
interviewed regarding segregated funds and 17 consumers for mutual funds. Further, the
investor research posed questions concerning investors’ overall impressions of the Fund
Facts document but did not include questions surrounding how the Fund Facts would be
incorporated in the account opening process or when a transaction was conducted via the
internet or over the phone. We believe that investors would have a very different
response if various scenarios were presented which indicated that a transaction may take
days to complete and would likely support an access equals delivery model. The
Securities and Exchange Commission (SEC) will be coming out with a point of sale
initiative later this year and is considering a format similar to an access equals deliver
approach,’

Speed, efficiency and prompt customer service are attributes that many clients value
when choosing to conduct a mutual fund transaction and this is exemplified in a call
centre or discount brokerage environment. For example, one member firm indicated that
calls to their mutual fund call centre average less than 390 seconds per client. This
indicates that clients value such attributes when calling to buy or redeem a mutual fund,
A discussion surrounding a Fund Facts document between the adviser and client over the
phone, even simply to indicate that it will be sent to the client for their review and that
the client will have to call back to execute the transaction after receipt of the Fund Facts
document will significantly impact the service that clients expect. In addition, one firm
indicated to the IIAC that for every 10 seconds added to a phone conversation with the
client that translates into added costs of $500,000 per year for the dealer, representing the
hiring of approximately seven additional investment representatives. This would be a
disadvantage to smaller dealers, and the increased costs in all types of finns will
ultimately be borne by clients.

Consequently, we believe that the provision of access equals delivery would adequately
balance the regulators’ concems as to the provision of meaningful disclosure to investors
and the members’ concerns surrounding customer satisfaction and operational issues. In
order to achieve an access equals delivery model a change could be made to the account

3 Securities and Exchange Commission, 17 CFR Parts 239, 240 and 274, Release No. 33-8544,





opening document which informs the investor that a Fund Facts document exists and that
they are entitled to a copy of it. The Fund Facts documents could be made available to
those clients who wish to look at it through an industry centralized database, similar to
SEDAR where all Fund Facts could be stored. Members could also offer to deliver a
hard copy of the Fund Facts document to clients who wish to receive a copy. The SEC
has recently adopted a similar protocol with respect to delivery of proxy materials. Under
the mandated E-Proxy Rules, issuers and others can satisfy their delivery obligations by
posting proxy material on a publicly accessible website and sending a notice of
availability informing that such materials are available and how to access them. In
addition to the Fund Facts document being referenced in the account opening
documentation and directing clients to the centralized database, it could also be mailed to
all investors with their confirmation statement following their purchase.

In our suggested model above, the investor would receive adequate disclosure in a timely
fashion with the ability to review the details before the transaction if they so choose or
after the decision to buy a fund has been made. As such, the IIAC supports an access
equals delivery approach as described above.

Timing of Delivery

We also question the timing of delivery of the Fund Facts document. The Proposed
Framework sets out that delivery may occur before or at the point of sale. We query
whether any consideration has been given to how long before the purchase can the Fund
Facts document be delivered. For example, can delivery occur three months before the
purchase? Could delivery occur six months before the purchase? What happens if the
investor receives the Fund Facts document but takes a few weeks or months to decide
whether to execute the tramsaction? We would appreciate further guidance on this
important issue.

While the IIAC strongly encourages the Joint Forum to adopt an access equals delivery
model, we provide the following suggestions with respect to the current proposal in the
event that the current proposal is endorsed following receipt of comments.

Exemption from Delivery Requirement

The Proposed Framework states that the Fund Facts document is required to be delivered
for initial purchases, subsequent purchases and for switches. The IIAC requests that an
exemption be provided from the requirement to deliver the Fund Facts document for
subsequent purchases in the same fund. The rationale for the Fund Facts documents is to
make sure investors are kept informed. Since they will have already received the Fund
Facts document with the initial purchase, and are pleased with the fund and as such are
making additional purchases, there is no logic to having a requirement to provide the
document for each subsequent purchase where it was previously received. If a client
wishes to see it again and no longer has a copy they may request one from their adviser.
With the high costs of producing the Fund Facts documents and additional audit
requirements being proposed, there needs to be a specified purpose for requiring the





document be delivered to a client who has already been informed adequately when they
purchased the fund. Consequently, the IIAC requests that an exemption be permitted for
subsequent purchases in the same fund.

Similarly, an exemption should also be granted when the purchase is a switch from an
existing mutual fund investment into another mutual fund. These switches may be often
undertaken as a defensive move in a declining market, for example, when timing and
speed are critical for the investor. If the investor is required to delay making a switch in
order to receive the Fund Facts, it is possible that in a volatile market, investors may
suffer significant losses. Clients in these situations would have the expectation of timely
service and execution of their trades.

Requiring that the Fund Facts document be given to investors for subsequent purchases
and switches also raises some questions with respect to segregated funds. Under the
proposal a signature is required from the client for initial purchases of segregated funds
which is also a requirement under insurance law. However, under insurance law no
signature is required for subsequent purchases of the same fund or for switches and as
such we request clarification if a signature would be required under this proposal.

The ITAC also proposes that the Fund Facts document not be required in situations where
an investor has a discretionary or managed account, as under this type of account
relationship, the adviser or a third party portfolio manager is making decisions on the
client’s behalf. Currently, such investors would not necessarily receive disclosure
materials but under the proposal would be required to receive the Fund Facts therefore
changing the nature of this type of relationship.

Accredited Investor Exemption

Proposed National Instrument 31-103 Registration Requirements currently proposes an
exemption under subsection 5.8(2) from providing a Relationship Disclosure Document
to an accredited investor. Presumably, this is due to the fact that a sophisticated investor
does not need a document to properly understand the client-adviser relationship, and the
costs, conflicts and compensation involved in such a relationship. Based on this
rationale, the IIAC proposes that an accredited investor be exempt from having to receive
a Fund Facts document at or before the point of sale. We believe it would be sufficient
for such an investor to receive the document at the time that a confirmation is delivered.

Use of Waiver

If an access equals delivery approach is not taken, in the alternative, we encourage the
Joint Forum to allow investors the ability to waive receipt of the Fund Facts for initial or
subsequent purchases. Members constantly hear that clients do not want to receive
certain documents. If the client specifically asks not to receive it, then it should not be
mandatory as many clients have experience with mutual funds and should have the right
to choose whether or not they receive the Fund Facts.





At the very least, a waiver should be available for clients who wish to conduct a trade,
but are at a remote location, such as a cottage without internet access. If this client calls
their adviser wishing to redeem or purchase a mutual fund, they would have to wait for
receipt via mail of the Fund Facts document under the current proposal. The purchase
could be negatively impacted due to price fluctuations over the days it takes to receive
the Fund Facts. In such a scenario, clients should have the option to waive receipt of the
Fund Facts document and an audit process would need to be implemented to document
such waiver.

Application for Discount Brokers

The IIAC requests some clarification as to the application of the Proposed Framework on
discount brokers who operate in an environment where clients place their trades directly
via the internet or over the phone to a call centre. Mutual fund transactions conducted
through a discount brokerage channel account for a significant amount of transactions.
Discount brokerage firms in 2006 accounted for approximately $33 billion of mutual
funds assets. One discount brokerage firm indicated to the IIAC that they received on
average, 3,677 mutual fund trades on a daily basis. They are all initiated by the client and
self-directed. Of these trades, 35% were over the telephone, with the remainder, 65%,
via the internet.

Currently, discount brokers have relief from the suitability obligation under securities
legislation and SRO requirements. The basis for such relief arises when no
recommendations are provided by the dealer to the client. In those situations where the
dealer does not provide a suitability determination, the suitability obligation is not
applicable. The dealer is merely acting as an order-taker for a client on a particular
transaction who, on their own initiative, executes a trade without a recommendation.?
Similarly, the Association would submit that with respect to the purchase of a mutual
fund through a client’s discount brokerage account, the obligation to deliver the Fund
Facts document should not apply.

Rescission Rights and Verification of the Delivery Requirement

Under the Proposed Framework, a purchaser will have the ability to cancel a purchase at
any time if they do not receive the Fund Facts document. This requirement will require
firms to have a very detailed compliance regime in order to be able to track whether the
delivery of the Fund Facts has in fact occurred. This means that if the adviser gives the
document to a client during a face to face meeting, there must be some means to ensure
that the delivery has occurred, likely through a client signature or acknowledgement.
Similarly, if the document is sent via e-mail, there must be some audit trail of the e-mails.
So although the Proposed Framework states that the only delivery requirement imposed is
for the dealer to bring the Fund Facts to the attention of the investor, members must
impose more stringent operation and compliance systems to ensure that they can review
whether the client has in fact received the Fund Facts. This is the only method by which

* Investment Dealers Association of Canada - Proposed By-laws to Provide Trade-by-Trade Relief from the
Suitability Requirement (2001) 24 O.8.C.B. 2923.





the firms can provide evidence if an investor claims, at some later point in time, that they
never received the Fund Facts document.

This rescission right is also problematic as records are generally only kept for five years
to ensure compliance with SRO rules. Therefore, if a client returns years later and claims
they did not receive the Fund Facts document, a firm may not be able to defend their
position after the five years have elapsed.

A suitable compliance framework to address these issues will take significant time to be
developed by the mutual fund distributors. As such, a suitable lead time will be needed if
the requirements of the Proposed Framework, as currently drafted, come into force. In
addition, we suggest that greater clarity be provided in the rule or possible companion
policy.

Audit Trails

We suggest some additional clarification as to the responsibility of general compliance
with the Proposed Framework and what type of audit trail may be required. Will the self-
regulators, such as the Investment Dealers Association of Canada, have the responsibility
to supervise adequate compliance with the requirements? What sort of sales compliance
reviews will be undertaken by the IDA in these situations? As stated above, the audit
trails that will be required to limit the liability to firms is a huge undertaking given the
consequences of failing to show that the client did indeed receive the Fund Facts
document. We once again reiterate our suggestions mentioned above that a shift in focus
to access equals delivery may help reduce the burden that is likely to exist under the
current proposal with respect to audit trails.

Sales at Client’s Location

Many transactions with advisers occur in person at the client’s residence or place of
business. In the course of discussions with the client, the adviser may become aware of
information and circumstances that may lead to recommending a different product which
the adviser had not contemplated and as such does not have the appropriate Fund Facts
document with him or her. As currently drafted, the client would not be able to make a
purchase at that time of a fund where the adviser does not have the corresponding Fund
Facts. In such a scenario, investors will become extremely frustrated that they are unable
to proceed with an agreed upon course immediately. Alternatively, advisers may start to
only recommend investments where they are carrying the appropriate Fund Facts
document, limiting options and focusing on pre-determined solutions which may not be
in the best interest of the client.

Details Related to Fees and Compensation

Page two of the Fund Facts document as currently drafted includes a section on “How
much does it cost?” The information as currently proposed is misleading to clients as it
leaves the impression that a client or in some cases, an individual adviser, has a say in the
cost to buy a fund with respect to sales charges. Such decisions are determined at the
dealer level and are not options that can be negotiated. Furthermore, the section “How





does my adviser get paid?” is also misleading. The Fund Facts does not give an
exhaustive list of options and for example, some advisers receive a salary while other
members determine on a firm-wide basis how the adviser will be compensated. We
suggest removing such specific information from the document to avoid giving a
misleading impression to clients.

In closing, we commend the Joint Forum for taking the initiative to look at ways to create
a meaningful, more simplified form of disclosure for mutual fund and segregated fund
investors. However, as our submission has shown, the Proposed Framework needs to be
revisited by members of the Joint Forum to ensure that the issues we have outlined are
addressed.

We would be pleased to discuss this submission should you have any questions.

Yours truly,

%f " Norzinedon

Michelle Alexander
Director, Policy
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Dear Sir:

Re:  Joint Forum Proposed Framework 81-406, IFIC Comments

We are pleased to provide comments on behalf of Investment Planning Counsel Inc. and
its subsidiaries in response to the request for comments by the Joint Forum of Financial
Market Regulators (“Joint Forum”) with respect to the Proposed framework 81-406,
Point of sale disclosure for mutual funds and segregated funds (“Proposal”) released for
comments on June 15, 2007.

Investment Planning Counsel Inc.

Investment Planning Counsel Inc. (“IPC”) is a Canadian full service integrated wealth
management company offering a wide array of products and services under the MFDA,
IDA, insurance, banking and private money management platforms. Our objective is to
create an entrepreneurial focused company of partners dedicated to bringing the best
client experience in the wealth management industry by providing the tools, products and
support to help our advisors build a better business. We attain this objective through
600+ independent advisors located in offices across Canada.

IPC has asset under administration of over $13 billion dollars as of September 30, 2007.

IGM Financial Inc.

IPC is a member of the IGM Financial Inc. group of companies. IGM Financial Inc.
(“IGM”) is one of Canada’'s major financial services companies, and the country's largest
manager and distributor of mutual funds and other managed asset products, with over





$124 billion in total assets under management. Its activities are carried out principally
through Investors Group Inc., Mackenzie Financial Corporation (including MRS Inc.)
and Investment Planning Counsel Inc. and their subsidiaries. IGM is a member of the
Power Financial Corporation group of companies.

The Proposal in the IPC World

IPC is a member of the Investment Fund Institute of Canada (“IFIC”), and we support the
conclusions presented in the IFIC comment letter filed with the Joint Forum on October
2,2007.

IPC is more directly affected by issues relating to independent dealers and advisors that
deal with multiple manufacturers, our comments will reflect that. It is also important to
mention that IPCs IDA platform holds in excess of 70% of its assets under administration
within mutual fund investments. Clients of advisors operating on our IDA platform
expect to transact in very efficient means, electronically and instantly through accounts
held in nominee form.

We wish to begin by saying that we fully support a regulatory framework that will
provide for more meaningful and timely disclosures to clients. As it currently stands
however, the Proposal could have serious impact on our operations, advisor/client
relationships and on the cost of carrying on those operations.

First of all, IPC distributes the mutual fund products of numerous manufacturers. As at
September 30, 2007, IPC holds assets under administration with 168 mutual fund
manufacturers through 5637 individual mutual funds on behalf of some 175,000
Canadians. Our advisors seek to find the product that is the best suited to the needs of
individual clients. If the Proposal is adopted, we can expect to limit the number of
products offered in order to control the costs associated with ordering, storing,
maintaining and controlling the ever increasing amount of documentation required by
regulation.

We strongly support the creation of a fund family type of document, as suggested by
IFIC, a document that would be provided to clients at the account opening stage. We also
believe it is critical that the work done by the MFDA and IDA as part of the Client
Relationship Model of the Registration Reform Project be integrated to the work done by
the Joint Forum on the Proposal in order to ensure that the requirements are consistent
and non-duplicative. The information of the Fund family document should include a
discussion on fees and compensation. Account opening is an appropriate time to disclose
information that relates to the relationship with a family of fund since that information
will not vary from fund to fund in the same family. This is also important for deferred
sales charge as the diminishing schedule of fees applies at the fund family level not at the
individual fund level, discussing it at the latter would create confusion for clients since
switches between funds of the same family would have no impact on the deferred sales
charge.





In addition to the handling of those documents, the Proposal creates very challenging
compliance workflow logistics for dealers that need to ensure that the Fund Facts has
actually been provided to the client prior to, or at time of, a transaction. This becomes
even more difficult when multiple transactions can occur in the same mutual fund over
the course of a short to medium period of time. The Fund family document would also
serve to simplify the compliance aspect of the Proposal. A Fund family document would
be provided to our clients each and every time a client accesses a new Fund family,
creating a simple and unique auditable trace in the client file. The abridged Fund Facts
document would then be made accessible to clients at all time, and an auditable trail of
providing it with the confirmation slip would tie all loose ends to ensure clients can’t
abuse the rescission right provided for in the Proposal.

Regulatory burden on independent distributors

In recent years, the distribution of mutual funds in the independent advisor channel has
been regressing. One of the main reasons for the decreasing number of independent
advisors is the ever increasing regulatory responsibilities, the costs of operations created
by the enhanced technology and compliance obligations. The Proposal will furthermore
reduce the possibility for the existence of those independent advisors who have been
offering excellent personalized services to their clients for decades.

We don’t believe that creating a regulatory environment that will push the reduction of
the number of independent advisors serves the interests of clients. To the contrary, a
regulatory environment that will only be suitable for larger dealers will restrict the
availability of financial products and services in the smaller areas of the Canadian market
where larger dealers would not even consider opening offices. Creating regulatory
obligations that can be applied by advisors of all sizes should not be an option, it should
be a goal. Mutual funds are paramount in the product offering of advisors as they are one
of the most, if not the most, democratic financial product. In 2006, Mutual Funds
represented 32% of the total portfolio of Canadian investors®.

Delivery of the Fund Facts

The delivery of a Fund Facts document can generally be met with ease on account
opening or for initial transactions in a family of fund. The fact remains that instructions
relating to subsequent transactions in a fund already held by an investor or a switch to a
fund of the same family occur quite often over the phone. Delivery of a document at the
point of sale in those circumstances can be problematic for the investors, no matter what
technology we use to deliver it. We believe IFIC’s recommendations creating an
alternative disclosure system is manageable in all situations, while still providing as
much disclosure to clients.

In some cases, transactions may have an urgency component to them, be it a time
constraint such as the RRSP season contribution deadline, or a volatile market that
investors may want to get out of. This last situation is even more so problematic in a

Y Investors Economics, 2007





MFDA environment that doesn’t allow for cash positions as an IDA environment would.
In those situations, advisors in order to satisfy clients that do not wish to be provided with
Point of sale information (various reasons may explain the investors lack of Point of sale
information need, whether personal research of online information or simply relying on
advisor), advisors will look for products that can satisfy the needs of their clients. Since
other products, such as Principal Protected Notes, are not subject to Point of sale
information requirements, product arbitrage can take place possibly to the client
detriment as the advisor will use the path of lease resistance to meet the client’s demands.
At a minimum, Joint Forum should permit clients to waive their right to receive
regulatory disclosure.

The possibility of product arbitrage is even more prominent in the IDA platform, simply
due to the fact that there are numerous other products that can be offered to investors. An
exchange traded fund is a good example. Those other products don’t generally have any
Point of sale information to be provided before an individual can invest in them.

We believe that the ongoing availability of the information on an easily accessible
website, as mentioned previously, could also limit the arbitrage between products. That
could take place if the Joint Forum would modify the Proposal to include IFIC’s
recommendations.

Summary

The creation of a Fund family document and ongoing disclosure to clients are simple
ways to enhance client information while maintaining a thriving industry. Let’s not create
a regulatory model that would focus on compliance and administrative obligations for
dealers while limiting the products offered to clients.

We urge the Joint Forum to reconsider the Proposal to address some of the points that
were raised herein. Let’s not forget that the industry supports enhanced disclosure to
clients and that the current Proposal could have the exact opposite effect on the amount
of information provided to investors. We encourage the Joint Forum to create the
Implementation Steering Committee recommended by IFIC, to which we would gladly
participate.

Thank you again for allowing us the opportunity to provide comments on the Proposed
framework 81-406, Point of sale disclosure for mutual funds and segregated funds. If you have
any questions on our position or comments, please do not hesitate to contact me.

Yours truly,

Uy

Steve Meehan
Chief Executive Officer
Investment Planning Counsel
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October 15, 2007

Ontario Securities Commission
20 Queen St West, Suite 1700
Toronto, ON

MS5H 3S8

Re: Comments on Proposal 81-406
To Whom It May Concern,

I am writing on behalf of the Investor Education Fund to provide our opinions of the
changes resulting from Proposal 81-406, and the Fund Facts document in particular. We
would like to offer our thoughts on the degree of disclosure proposed, client
acknowledgement of the document, and opportunities to enhance the information in this
document.

I would like to begin by commending the design of the document in terms of both its
visual and ‘plain language’ simplicity. The document manages to include the primary
facts needed- including fund facts, compensation details, and risk levels- while still
remaining legible. The right amount of information has been included with language that
most novice investors will understand. The liberal use of graphics makes the document
particularly useful to the average investor. Finally, the information about salesperson
compensation is an excellent and a necessary addition to the advisor-investor
relationship, as research repeatedly shows that this issue is rarely understood by the
average investor.

We also have a few comments about areas to improve the document. It is a very strong
starting point, and with a few additions it could be strengthened immeasurably.

Since this is one of the few opportunities for a common message to be sent out to
investors, this document could be strengthened with the mention of investor education
resources that are available to the average investor. Although this may seem somewhat
self-serving (given that we manage one of the most extensive investor education websites
in Canada), we know both anecdotally and through research that many investors are less
knowledgeable about basic financial planning and investment management than they
should be. There are few opportunities to redress this, and a simple mention of an
appropriate resource- whichever resource that may be- would be a very strong addition
to this document. It would be a well-timed catalyst for investors to learn more about
mutual funds and investing, considering that they are already thinking about their
financial affairs when they are looking at this document.

I would also like to address the issue of receipt acknowledgement. To ensure that the
document is indeed read and understood by the investor, acknowledgement should be

20 Queen Street West
19th Floor, Box 55
Reception Suite 1700
Toronto, ON M5H 358
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required at each section (e.g. Fund content, Fund Performance, Risk, Sales Charge and
‘Cooling Off”). If correspondence takes place over the phone, it would be the
salesperson’s responsibility to get taped acknowledgement that each area has been
reviewed, or it otherwise would need to be acknowledged electronically or on paper.
This would help to ensure that the document has been read and prevents the key
messages of this document from being lost.

One of the major issues that investors will have with a document like this is the context in
which the information is given. It is difficult for the average uninformed investor to
recognize how a fund has performed relative to the sector average, or whether the costs
are comparable to similar products. We recommend that you consider adding appropriate
averages that compare MERs and returns. The goal of this document is to have investors
make informed decisions, and they need to have a basis of comparison to do this
effectively.

Finally, we believe that there should be more disclosure about advisor compensation- and
particularly about trailer fees- in this document. Trailer fees should be displayed in the
context of industry averages so that investors can make the link between costs and return.
If trailer fees are higher than either sector or industry averages, then it is hoped that
investors will ask appropriate questions about their MER and overall costs of holding this
product. This will also hopefully help to reveal conflicts of interest in advisors should
they ever arise.

We thank you for the opportunity to offer our comments, and encourage you to speak to
us if you have further questions about them.

Sincerely,

;om a

Investor Education Fund

20 Queen Street West
19th Floor, Box 55
Reception Suite 1700
Toronto, ON M5H 358





		page 1

		page 2




Investors
Group-

ONE CANADA CENTRE, 447 PORTAGE AVENUE, WINNIPEG, MANITOBA R3C 3B6

MURRAY J. TAYLOR
President and
Chief Executive Officer

BY ELECTRONIC MAIL: jointforum@fsco.gov.on.ca

October 15, 2007

Mr. Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Yonge St.

Box 85, 17" Floor

North York, ON M2N 6L9

Dear Sir:

Re:  Joint Forum Proposed Framework 81-406, IFIC Comments

We are pleased to provide comments on behalf of Investors Group Inc. and its subsidiaries in
response to the request for comments by the Joint Forum of Financial Market Regulators (“Joint
Forum”) with respect to the Proposed framework 81-406, Point of sale disclosure for mutual
funds and segregated funds (“Proposal”) released for comments on June 15, 2007.

Investors Group — Company Summary

Investors Group is a leader in providing personal financial planning services to approximately
one million Canadians through a network of over 4,000 consultants working out of 89 regional
offices. Amongst a variety of financial products we offer an exclusive family of mutual funds
and an exclusive family of segregated funds.

Through our subsidiaries, Investors Group is registered in several capacities with most members
of the Joint Forum, the Mutual Fund Dealers Association (“MFDA”) and the Investment Dealers
Association (“IDA™), including in the categories of investment counselor/portfolio manager,
Insurance distributor, mutual fund dealer and investment dealer.

Investors Group is a member of the IGM Financial Inc group of companies, the country's largest
manager and distributor of mutual funds and other managed asset products, with over $124
billion in total assets under management. IGM Financial subsidiaries also include Mackenzie
Financial Corporation (including MRS Inc.) and Investment Planning Counsel Inc.. IGM
Financial is a member of the Power Financial Corporation group of companies.





Investment Fund Institute of Canada

Investors Group is a member of the Investment Fund Institute of Canada (“IFIC”) and we
support the recommendations and observations presented in the IFIC comment letter filed with
the Joint Forum on October 2, 2007. Due to the detailed nature of the IFIC submission we have
decided to be selective in our response dealing with issues of particular applicability to Investors
Group.

Overall Comments on the Proposed Framework in 81-406

Investors Group fully supports a regulatory framework that will provide for more meaningful
and timely disclosures to clients and prospective clients. We strive to provide our clients with
the best possible information to discuss their financial planning investment needs.

We support the regulatory direction taken by the Joint Forum that will allow for a simpler and
more meaningful disclosure document (“Fund Facts”) for clients. We commend the Joint Forum
for developing an approach which will be considered and implemented concurrently for both
mutual funds and segregated funds.

However, the Proposed Framework requires further thought in regard to:
e fund family vs. specific fund information,

e co-ordination with the Client Relationship Model implications for account opening for
new clients, and

e delivery requirements for subsequent transactions within a fund family.

We believe there are effective modifications to the Proposed Framework which would improve
the desired communication and delivery of information to investors rather than some aspects of
the current proposal which will actually inhibit investors from making their desired transactions
in a timely and efficient manner.

We recommend that a formal steering committee be set up immediately - representing key
securities regulators, SRO members from the IDA and MFDA and senior business leaders. This
group would be given the task of considering the input received on this proposal and developing
a final proposal which can be effectively implemented.

Recommended improvements to the Proposal

Disclosure proposed on the second page of Fund Facts relating to the pricing options and
compensation will not be understood by investors and will create inaccuracies if presented at the
individual fund level. The creation of a one or two page Fund Family document, similar to the
Key Facts document already envisioned for segregated funds in the Proposal, would result in
more meaningful and timely disclosure to clients. The Fund Family document coupled with an





abridged one page Fund Facts would reach the Joint Forum’s goal of allowing investors to easily
compare their choices amongst all available mutual funds and segregated funds.

At Investors Group, when a Consultant first deals with a new client, there is an extensive
financial planning review often done over several hours on the first visit. This would be the ideal
time to share our Fund Family document for our exclusive family of funds. In this context our
Consultant would explain how our pricing structure works, how he/she is compensated together
with all other relevant account opening information. At the same time, we would provide a one
page Fund Facts document for each of our funds providing the investor with a clear overview of
the funds available to them now and into the future.

Based on the provision of this information at the outset of our relationship with a new client, we
believe subsequent deposits to funds they already hold units in and/or transfers to funds, for
which they already have the Fund Facts documents, should be permitted without having to
provide further sets of these documents. However, we do believe it would be helpful to provide
continuous access to the most current version of the Fund Family document and the Fund Facts
on a publicly available website and we would also provide the most current version of the Fund
Facts as an additional document mailed out with any transaction confirmation.

Our clients are currently quite satisfied with the service we offer and the opportunities they have
to invest funds in our mutual fund family. We come to this conclusion through a review of our
record low redemption rates, sequential surveys conducted with our investors and the absence of
any significant level of complaints. Our 12 month redemption rate for long term mutual funds
was 7.4% in our most recent published results at the end of June, 2007. More than half of these
redemptions represent regular RRIF or non-registered periodic income programs where mature
clients are using their investments to support their income needs. = We believe that we can
continue to serve our clients effectively with the introduction of the Proposed Framework
provided the enhancements recommended in our letter and in the IFIC submission are
incorporated in further drafts.

Summary

We are confident that the challenges emerging from the Proposed Framework will be addressed
carefully by the Joint Forum. We remain available to support the Joint Forum with this initiative
through direct individual meetings with Investors Group if that would be helpful in
understanding our business. But we also encourage the Joint Forum to create the
Implementation Steering Committee recommended by IFIC.

Although the Proposed Framework includes segregated funds in addition to mutual funds we do
see the potential for significant arbitrage in favour of less regulated and often more risky
products such as Principal Protected Notes (PPNs), Hedge Funds, Exchange Traded Funds,
individual stocks, etc. Although we at Investors Group are not active in these other products
areas, we believe the inevitable arbitrage will diminish the use of mutual funds in general which
is not in the public interest.





Thank you again for allowing us the opportunity to provide comments on this Proposed
Framework for point of sale disclosure. ~We trust the final result of your consultations and
considerations will be an improved version that will serve the interests of Canadian investors
effectively. If you have any comments or questions on our recommendations, please do not
hesitate to contact me.

Yours truly,

o

Murray Taylor
President and Chi€ Officer





