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From: Jean-François G. Labbé <jfglabbe@sympatico.ca>  
To: <jointforum@fsco.gov.on.ca>  
Date: Tue, Jun 19, 2007 12:14 AM  
Subject: Framework 81-406  
 
Hello,  
 
Excellent idea to replace prospectuses with this two-page document. 
This way, it’s great for our clients!  
 
Jean-François G. Labbé, MBA, CFA  
Planificateur financier  
Investia Services Financiers Inc.  
jfglabbe@sympatico.ca  
Tél :(418) 622-0404  
Fax :(418) 622-2118 








From:  Jean-François G. Labbé <jfglabbe@sympatico.ca> 
To: <jointforum@fsco.gov.on.ca> 
Date:  Tue, Jun 19, 2007 12:14 AM 
Subject:  Cadre 81-406 
 
Bonjour, 
 
Excellente idée de remplacer les prospectus par ce document de 2 pages.  
Comme tel c’est excellent pour les clients! 
 
Jean-François G. Labbé, MBA, CFA 
Planificateur financier 
Investia Services Financiers Inc. 
jfglabbe@sympatico.ca 
Tél :(418) 622-0404 
Fax :(418) 622-2118 
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----- Original Message -----  Parts 1 and 2.     Parts 1 to 11 @  www.investorism.com  
From: Joe Killoran                                                                                                        
To: Jon (FP) Chevreau     Financial Post                                                                              
Sent:  Wednesday, June 20, 2007 2:00 PM        UPDATED:  October 15, 2007  


Subject:      Critique of the Joint Forum's 2-page  


            NI 81-406 Point-of-Sale Fact Sheet  


 The Joint Forum of Canadian Financial Market 
Regulators'  2-page Fund Facts POS document:  


•  is not as interactive educating – it is not as interactive 
decision facilitating as my own Sept. 1994 investorism 
thesis – my financial literacy interactive educating point-
of-sale (POS) thesis -- the key being the “six-sigma” 
achieving educating / decision facilitating merits that are 
inherent in my point-of-sale 1-pagers, my:  


 Checklist POS 1-pager:  


   @   www.investorism.com/disclosure.pdf  


 


Redemption / Switch Disclosure POS 1-pager: 


   @   www.investorism.com/rsdd0210.pdf  


 and  


   Advisor PROFILE POS 1-pager:  


   @   www.investorism.com/profile.pdf                      


The “six-sigma” achieving key is that the financial advisor and 
their "sheeple" J.K. to Grade 12/13 core curriculum uneducated 
in financial literacy consumer / investor client(s) are required -- 
where appropriate -- to interact together while they are filling-in-
the-blanks with all of the required decision facilitating and safety 
protection enhancing information: 
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• this interactive process of the financial advisor and their 
 consumer / investor client(s) filling-in-the-blanks achieves 
 the educating thesis contained in the: 


Ancient Chinese Proverb : 


Tell me and I forget.  


Show me and I remember.  


Involve me and I understand.  


  


COMPARE: this to our medical well-being practitioners  


• our highly educated plus highest Hippocratic Oath calling 
and pledging physicians have: 


ο a minimum 7 years of university education 


ο + a year of internship 


ο + extra years of specialist education and training 


• our highly educated physicians are qualified to educate 
their patients about their medical well-being – about their 
deserved, needed and GOC delivered better health 
education and prevention practices. 


THE investorism  identified problem : the lion's share of 
our financial advisors 


• our financial well-being practitioners:  


• are not  required to obtain any required university or 
college degree !! 


• are minimum package products – funds only – 
licensed – they are actually not licensed  to give 
any financial advice whatsoever on the individual 
financial components within a fund:  
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• they are not  licensed to dispense any advice whatsoever 
on the individual stocks, bonds, options, derivatives, 
sophisticated hedging schemes, short positions, leverage 
positions, etc., within the fund !! 


 


 FACT:    Our medical well-being Hippocratic Oath pledgi ng 
physicians are required to remain arm's length from  both: 


• the ownership of the medical labs where they send our 
specimens for testing, and 


• the pharmacies where we might take their prescribed 
prescriptions to be filled. 


NOTE:  we take the prescriptions that our physicians prescribe to 
an arm's length Health Watch Pharmacist** who fills, dispenses 
and ensures / insures that this new prescription drug will not 
cause any adverse affects / effects or reactions with other 
prescription drugs that we are taking that they have dispensed to 
us from either this physician or another physician specialist that 
we might be receiving care from. 


 ** Our Health Watch Pharmacists are required to have a 
minimum five (5) years of university education.  


 


 WHY then do our 13 multiplicity: 10 provincial and 3  territorial 
securities commissions allow: 


•  our no minimum university or college education 
degree required financial advisors – the lion's share who 
are minimum packaged products only licensed – give them 
the ability to recommend / prescribe / sell and dispense their 
employer’s in-house proprietary funds versus  more 
appropriate / fiduciary advice required arm's length third 
(3rd) party funds? 
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 The Know Your Client (KYC)  suitability section on my POS 
Checklist 1-pager is an extremely important item based upon the 
significant number of case study complaints surfacing from 
impropriety and illegality abused investors where either the 
advisor advice rendered and / or the product(s) prescribed, sold 
and dispensed by the financial advisor did not meet their 
consumer / investor client’s KYC suitability criteria. 


ALSO:  Not one of my following 15 numerical fund decision 
facilitating, advisor advice confirming / validating and KYC safety 
protection enhancing numerics on my financial literacy interactive 
point-of-sale Checklist 1-pager are to be found anywhere on the 
Joint Forum’s 2-page Fact Sheet. Why not? 


  1. Alpha: _____ 


 2. Beta: _____ 


 3. Correlation Benchmark: _____  


 4. Downside Risk: _____ 


 5. Downside Frequency: _____ 


 6. Downside Magnitude: _____ 


 7. Jensen’s Measure: _____ 


 8. Mornigstar Rating: _____  


 9. Mean: _____ 


 10. R-Squared: _____ 


 11. Sharpe Ratio: _____ 


 12. Skewness: _____  


 13. Sortino Ratio: _____ 


 14. Standard Deviation:_____  


 15. Treynor’s Measure: _____           
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RAISON D’ÊTRE: Validating Fund Numerics  


 My esteemed father-in-law, a retired ophthalmologist who is also 
a retired Professor Emeritus @ the UWO Medical School and a 
Past-President of the College of Physicians and Surgeons of 
Ontario – “he’s a vision...ary” – taught me 18 years ago to 
always arrange with my family doctor to have my blood, urine 
and now that I'm 56 turning 57, my prostate specimen tests, etc., 
taken 5-7 days before my annual medical so that my doctor has 
my specimen test results numerics in his hands during my annual 
medical. 


 WHY? so that we can talk face to face about each of these 
Health Education and Protection numeric numbers and I can be 
educated on and about what better health protection and 
prevention practices plus changes, etc., that I must make to my 
diet, physical exercise, sleep, etc., in order to enhance, improve 
and preserve my medical well-being:  


• In order to extend the quality and duration of my life. 


PARALLEL:  None of my 15 financial decision facilitating, 
advisor advice confirming, safety protection enhancing and KYC 
suitability — know and confirm the investor’s best interests 
needs are being met — no fund numerics whatsoever can be 
found anywhere on the Joint Forum's 2-page point-of-sale Fact 
Sheet.  WHY not?  


 


 investorism  AUTOPSY: because the lion's share of our no 
university or college education degree required and minimum 
package products funds only licensed financial advisors: 


• don't know what  these fund numerics are 


• don't know when – haven’t been taught – when and how to 
 use these fund numerics as a financial well-being 
 practitioner, and they definitely 
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• don't know how  to explain these fund numerics to their 
"sheeple" uneducated in financial literacy consumer / 
investor clients. 


•  in the same or similar way and manner that our highly 
educated Hippocratic Oath pledging family doctor – 
our medical well-being specialists – can and do explain 
the numerics on our blood test results, our urine test 
results, a man's prostate test results, a woman's 
mammogram test results, etc. 


  


The Sales Charges Section on the Joint Forum's 
2-page POS Fact Sheet is: 


 


• deficient, confusing, incomplete – there is no 
correlation whatsoever to the fund administrative 
ordering number system:  


• it’s actually "asymmetric information" facilitating  
and perpetuating – and this egregious abuse is 
being proposed by government civil servants !!  


  


NOTE: the Joint Forum’s 2-page POS Fact Sheet reads 
verbatim,  


• "Ask your adviser to tell you the sales charge on t he 
amount you’re buying."  


     Da:  My teenage children in Grades 11 & 12 can see right 
through this scam – my teenagers know our securities 
regulators — our civil servants — are mandated to 
EDUCATE us (that our financial regulators suffer from a 
dyslexia – they get their “mords wixed” – they can only 
define this as FACILITATE DECISION MAKING ) and  
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 PROTECT investors have actually designed and proposed the 
Joint Forum’s 2-page POS Fact Sheet to:  


• purposely create a lack of “six-sigma” uniform and required 
POS consistent transparencies that will never ever be the 
same from one advisor to the next advisor!! 


 


 NOTE:  everybody at our securities commissions and in our 
fund industry knows that every mutual fund and segr egated 
fund has at least three (3) – if not four (4) or fi ve (5) industry 
assigned transaction numbers that are used dependin g 
upon the point-of-sale commission that the financia l 
advisor has sold: 


i. Service Charge (SC) front-end load 


ii. No-load to Low-load 


iii.  Level Load 4 


iv.   DSC - deferred sales charge 


v.   Series "F" units with no-trailer fees  


 It also appears that our civil servants have failed  to read 
and comprehend Section 9.2, in Glorianne Stromberg’ s 
October 1998 “ Investment Funds in Canada and Consumer 
Protection: Strategies for the Millennium ” Report: 


 “Reducing the Knowledge Gap”  


      The single most important thing that could be done to benefit the 
consumer/investor would be to reduce the knowledge gap - i. e. the 
gap between those who know and those who do not. This knowledge 
gap, which economists refer to as “informational asymmetry”, usually 
operates to the disadvantage of the consumer/investor. The need for 
reducing the knowledge gap was highlighted in the observations of 
Keith P. Ambachtsheer43 during his testimony on November 18, 1997 
at the hearings to examine the state of the financial system in Canada 
(Institutional Investors) held by the Standing Senate Committee on 
Banking, Trade and Commerce. Mr. Ambachtsheer said: 
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     “The key thing I would look for in hiring a third pa rty outside investment 
counsellor would be the alignment of economic inter ests . … Once you go 
to a third party, whether it is investment counselling or most of the mutual funds, 
there is an interesting dichotomy of economic interest in the sense that these 
businesses are owned by other people who are trying to maximize their own 
bottom lines. They are in the business of running that business, and they are 
looking at revenues, less costs, equaling their profits. There is a question as to 
whether there is a clarity of economic interest bet ween serving the 
customers well and how they enhance their own botto m lines. 


      In theory, the market should work these things out,  but unfortunately, this 
is an area of great informational asymmetry where t he sellers know a lot 
more about the nature of the product and what the s ervices are than the 
buyers generally.  Economics tell us that when you have informational 
asymmetry, generally the outcome is low quality pro ducts at too high a 
price . That is one of the challenges - namely, how do yo u deal with great 
informational asymmetry typically between the buyer s of investment 
management services and the sellers of investment? I do not have an 
obvious answer to that other than raising the general level of clarity about what 
the product is producing and a level of understanding of capital market 
efficiency.”44 (Emphasis added) 


      Until we address this knowledge gap, the consumer/investor will remain 
seriously disadvantaged in being able to participate in the marketplace as a 
fully-informed person able to assess on a continuing basis his or her needs and 
the best means of meeting them. 


      Until the knowledge gap is closed other regulatory strategies aimed at consumer 
protection will not be fully effective. This has serious implications for 
governmental social, economic and retirement policies. It has serious 
implications for the efficacy (from both a national and global perspective) of the 
operation of the desired free market economic system and for the desire to 
provide the least restrictive regulatory alternative necessary for investor 
protection. 


 


 43 Keith P. Ambachtsheer is an economist and President of KPA Advisory Services 
Inc., a pension fund advisory firm in Toronto, Canada. 


 44 See page 23 of the transcript of the evidence for November 18, 1997 presented to 
the Standing Senate Committee on Banking, Trade and Commerce during its 
Hearings to Examine the State of the Financial System in Canada (Institutional 
Investors). 
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 AND NEVER EVER FORGET:   the three amigo unlicensed 
 mutual fund seminar “shills”:  


• Brian Costello, Garth Turner and mail order dr. Jerry White  


• these unlicensed seminar “shills” were actually allowed to 
tell the core curriculum uneducated in financial literacy 
“sheeple” consumer / investors @ their FREE seminars – 
that were 100% paid for by the fund companies with 
names like Trimark, Templeton, Mackenzie, Fidelity, etc. 


• these unlicensed seminar “shills” were actually allowed 
by our multiplicity securities regulators to tell their 
audiences that were full of uneducated in financial 
literacy seniors, retirees, etc.:   


  “Don’t worry – the fund company pays the 5% DSC 
(deferred sales charge) point-of-sale commission to  
your financial advisor for you!”  


• with no mention whatsoever by the unlicensed seminar 
“shills” that this 5% POS commission paid up-front by the 
fund company to their financial advisor would actually be 
recovered by the fund company from their “sheeple” 
hides – plus a “tied advice / tied sale” trailer fee 
commission that the fund company continued to pay your 
financial advisor each year in order to keep you invested 
in funds – by the fund company charging a significantly 
higher than required annual MER – usually a minimum 
2.50% or significantly higher MER than a more 
reasonable and acceptable MER below 2.00%, and: 


• the early redemption fee penalty that the investor 
would be required to pay if they needed to redeem 
this fund purchase prior to the 7-9 year required 
holding period for the DSC Sold fund to mature and 
not incur any DSC early redemption penalty fees, or 
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•  their financial advisor recommends a Redemption of this 
fund and a Switch of the proceeds to another fund prior 
to the 7-9 year DSC penalty period maturing without 
providing their client with a DSC early redemption penalty 
rebate. 


 


 FACT:  our 13 multiplicity securities regulators — our 10 
provincial and 3 territorial commissions — have blessed 
and approved the formerly illegal practice of commission 
rebating for mutual funds !! 


 


 FACT:    there is never any FREE lunch in the fund industry !!   


The “sheeple” @ those supposedly FREE fund company 
sponsored seminars were never told that the sponsoring fund 
company was paying the unlicensed seminar “shill” from $5,000 
to $10,000 for their 60 to 90 minute presentation to congregate 
the “sheeple” consumer / investors so that they could be sheared 
buck naked !!  


 


Without required Full, True and Plain documented in black and 
white disclosures @ POS of all of the salient dollars and cents 
amounts – both the percentage amounts & their 
reciprocal $$$.¢¢ amounts of the transaction being clearly written 
down @ point-of-sale – it becomes a: 


• "He said / she said" problem  


for any resulting OBSI investigation, industry arbitration or 
mediation hearing and / or a civil court action rather than it being 
a precise black and white – no grounds for any interpretation 
errors – adjudication decision,  
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• but this can only happen IF all of the salient transaction 
percentage and reciprocal dollars and cents ($$$.¢¢) 
amounts are required and clearly documented in black and 
white on the point-of-sale document.  


  


 investorism SOLUTION:  goes beyond this could be confusing 
to the consumer / investor listing of the actual administrative 
processing transaction code number on its 13 year old interactive 
fill-in-the-blanks POS 1-pager: 


 


1. it lists the 5 POS advisor remuneration schemes:    


 Front-end load, No-load - Low-load, DSC, Level Load 4  and 
 Series “F” Units ways in which a mutual / segregated 
 fund can be bought / $OLD. 


   


2.  it then  requires all of the actual POS salient  transaction 
 details – financial advisor POS commission with on-going 
 trailer / service fee + extra fees / commissions + increasing 
 trailer fee commission +  +  to be clearly filled-inon my 1-
 page POS document. 


and with all of this salient transaction info details being 
clearly listed on my interactive POS 1-pager, it can never be 
an unclear "he said / she said" dispute between the financial 
advisor and their "sheeple" consumer / investor client.   


 


ADVISOR PAYOUT PORTION OF GROSS COMMISSIONS  


There is no transparency whatsoever on the Joint Forum's 2-
page POS Fact Sheet about: 
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1.     the gross  point-of-sale __% and $$$.¢¢  amount of 
 any applicable front-end load or DSC POS commission 
 charged by / paid to the advisor,  


or   


 the initial net  __% payout  and net $$$.¢¢ amount  of the 
total point-of-sale commission that the financial advisor 
earns from their employer. 


2.     the on-goin g annual MER  __% amount and its initial 
 reciprocal $$$.¢¢  amount  based upon the initial point- of-
 sale gross transaction purchase amount. 


and  


3.     the on-going annual __%  and $$$.¢¢ amount  of the
 "Tied Advice / Tied Sale" trailer / service fee
 commission component of the MER  that's paid to the
 securities dealer,  


 and  


 the advisor's __% grid payout  of the total trailer / service 
fee commission component of the annual MER. 


 


Bottom lines : 


1.    the Joint Forum's 2 page POS Fact Sheet document: 


i.) fails to force the consumer / investor deserved / required 
and needed interactive fund educating, decision 
facilitating, advice validating, safety protection enhancing, 
fairer play / field leveling / competition stimulating, 
governance and industry integrity building interaction 
between the financial advisor and their consumer / 
investor client.  
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ii.)  lacks the investorism filling-in-the-blanks financial 
literacy educating / decision facilitating thesis  -- it’s my 
Sept. 1994 antidote educating and decision facilitating / 
validating process that cures “asymmetric information:” 


• those with less education and knowledge usually 
end up paying more for goods and services than 
those with education and knowledge !!  


  


iii.)     lacks the  Checklist   filling-in-the-blanks safety 
protection enhancing completion that we require a pilot to 
complete prior to take off -- and remember the pilot 
actually takes off in the plane with his / her passengers ! 


  


iv.)     lacks the same  Checklist  features that a 
chartered accountant – an auditor is required to complete 
prior to signing off on a financial audit. 


 


 2.    What do consumer / investors actually see and
 learn in the Joint Forum's 2-page Fact Sheet? 


  What education level Rubric does the Joint 
 Forum’s 2-page Fact Sheet actually achieve . . . 
   


     versus   
 


 my 13 year old, September 1994, 


 investorism  interactive POS 1-pagers?  
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"The question is not what you look       
at but what you see."  


                                                             ---HENRY THOREAU 


  


3.    WHO was on the Joint Forum committee – other than civil 
servant defenders of securities industry's status quo – civil 
servants who are required to defend, soften and bury – it’s really 
called cover-up -- previous accountability mandate failures by our 
13 multiplicity Canadian securities regulators to EDUCATE and 
PROTECT consumer / investors: 


• who  was actually on the Joint Forum's 2-page POS Fact 
Sheet committee representing: 


i. financial literacy educators from our world renowned 
University Business Schools? 


ii.  qualified investor advocates, with related employment  
 experiences similar to or superior to my own:  


• as a full service licensed market registrant (stock broker) 
– I attended the Merrill Lynch Wall Street training school 
for 4 weeks in March 1984 – I was required by Merrill 
Lynch to pass both U.S. NYSE and Canadian market 
registrant exams in order for me to have my full service 
stock broker + options + RR, etc. securities license 
sponsored by Merrill Lynch Canada.   


• I also have significant experience teaching students in 
classrooms – approximately 1,200 days over the last nine 
(9) years supply teaching students from J.K. to Grade 12 
in addition to my teaching five sections of 3rd Year 
Corporate Finance at Wilfrid Laurier & York Universities. 


  iii.  consumer / investor clients themselves? 
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NOTE:    My 2004 request for funding from the OSC 
funded Investor Education Fund -- so that I could focus group 
test my own 1994 investorism interactive educating / decision 


facilitating  Checklist  point-of-sale 1-page pioneering 
thesis was denied. 


  


 FACTS: 


I officially submitted my investorism point-of-sale financial literacy 
educating thesis to the OSC on October 16, 1996.  


 


The OSC -- which 100% funds the Investor Education Fund -- is 
itself a participating member with the FSCO in the Joint Forum of 
Canadian Financial Market Regulators.   


  


 


  


 NOTE:  the following brand new August 29, 
2007, terms of funding high hurdles that . .   
 


 . . . the OSC’s 100% funded Investor 
Education Fund has released and posted  


@        
http://www.investored.ca/en/aboutinvestoreducationf und/sp
onsorshipprograms/Pages/default.aspx  
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Our Investor Education Funding Program  


The Investor Education Fund (IEF) seeks partners to develop financial 
literacy programs in our communities. We are looking to improve the 
financial capabilities of targeted groups that have an identifiable need for 
extra assistance in learning how to manage their financial or investment 
matters. 


We seek out projects and educational initiatives by  non-profit, 
community-based organizations and educational instit utions.   To be 
considered, these initiatives must contribute measurably to the 
development of consumers’ financial and investment know-how. The 
expected results from each project must be clear and measurable. 


Funding Priorities 


All funding requests must pass the Fund's Merit Assessment process. 
Priority is given to proposals that accomplish one or more of the following 
objectives: 


1. Develop financial education products or resources relevant to the 
 needs of the target population’s members and constituents  


 


2. Work with community groups to instruct or distribute educational 
 products or resources related to financial literacy 


 


3. Develop the skills, knowledge or abilities of retail investors 


  


4. Promote financial and investment literacy programs in schools, for 
 adult learners, or the educational system in general. 


 


A strong preference will be given to projects in Ontario that will improve 
the long term financial literacy of Ontarians in a measurable way, but the 
IEF will also give consideration to projects that are national in scope.  


Past projects have benefited groups such as students, the elderly, new 
Canadians, people with learning or physical disabilities, the financially 
disadvantaged, and other similar groups. 
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Deadline for Applications to the Investor Education  Fund 


We accept and review applications twice per year:  


• April 15 and October 8 . 


  


1-full service financial advisor who  


understands / uses fund numerics to  


enhance  his clients’ financial well-being:  
 ----- Original Message -----                                                                                                                     
From: Joe Killoran                                                                                                       
To: Jon (FP) Chevreau                                                                                                      
Sent:  Wednesday, June 20, 2007 3:08 PM  


Subject:      John Caspar, a CIBC Wood Gundy full service – fully  
licensed stock broker – can read, interpret and he 
prescribes and sells investment funds based upon th e 
numerics on investorism’s  Checklist POS 1-pager.  


  


It's All Greek To You  


By John Caspar 


June 2002  


Oh, I know what you're thinking.  You're thinking that if you could only understand the 
language those investment geeks use when they talk about vehicles like mutual funds, 
you could be a better consumer and investor.  Well, you're right.  So I'm going to 
provide you with your own personal investment Rosetta Stone to translate it all for 
you.  Now, this is not to imply that you need to read and write Greek and have lots of 
arcane knowledge in order to have a successful portfolio.  You don't.  In fact, having 
such knowledge doesn't mean you'll even do better than if you didn't.  As with any 
other area of life, though, being better informed can only help you.  Here, then, is your 
"Print 'n Save Guide" to understanding some of the most commonly used terms in 
mutual fund performance and risk management.  Don't hurt yourself.      
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Alpha  
Also know as the Jensen, Alpha represents a fund manager's ability to beat a 
benchmark. Calculated on a 3-year basis, the formula for Alpha is: 


(Return minus Risk Free Rate) 


minus [Beta * (Benchmark minus Risk Free)].  Higher is better. 


Beta 
Here's another one of those "Is-That-A-Fraternity-Name?" stats.  Beta measures the 
sensitivity of a fund's performance to moves in the benchmark index against which the 
fund is measured. The greater the value of beta, the more risky the fund is compared 
to the index. A portfolio with a beta equal to 1.0 has the same risk as the index; betas 
less than 1.0 indicate less risk; betas greater than 1.0 have more risk. 


Correlation  
Correlation, which ranges from minus 1 to 1, measures the performance relationship 
between two funds.  A high correlation between two funds would indicate that the 
inclusion of both funds within a single portfolio would result in redundancy, and provide 
very little diversification.  You'd have more stuff, not more performance or risk 
management.  On the other hand, two funds that exhibit weak correlation would add 
diversification and reduce risk in a portfolio. 


Downside Risk (Downside Deviation)  
The true measure of a fund's risk, downside risk measures what investors can expect 
to earn should the fund not achieve some specified target rate of return.  For our 
discussion from here on, we'll assume that target to be 10 %.  Downside risk should be 
subtracted from the target return.  If a fund has a downside risk of 8, then, when the 
fund doesn't achieve the target return of 10 %, we would expect the fund to average 2 
% (10 minus 8) during a 12-month period. 


Downside Frequency  
This indicates how often the fund failed to achieve the target 10% rate of return 
measured on a rolling annual basis. 


Downside Magnitude  
Subtracted from the target 10%, this figure reflects a theoretical worst-case scenario to 
define the extent to which the fund could drop.  A very high number indicates that the 
drop could potentially be substantial.  


Mean 
A fund's mean is its average monthly return. 
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R- Squared   
This measure ranges from 0 to 1 and reflects the percentage of a fund's movement 
that is explained by movements in the benchmark index.  An R-squared of 1 means 
that all of a fund's movements are directly related to movements in the benchmark 
index. An R-squared of 0.45 means that 45% of a fund's movements are explained by 
benchmark movements. 


Sharpe Ratio 
This measure defines how much risk is assumed by the manager. The ratio also 
determines if the manager is achieving excessive returns over a risk-free rate of return 
like those provided by T-bills. 


Skewness 
I'm almost scared to tell you about this one.  Remember the bell curve?  That's a 
regular, symmetrical bell shaped distribution of results.  Skewness is a measure that 
indicates the degree of asymmetry of a fund's distribution around its mean. Positive 
skewness indicates a distribution with a right tail extending toward positive values. 
Negative skewness indicates a distribution with a left tail extending toward negative 
values. 


Sortino Ratio 
This ratio is the standard "Post-Modern Portfolio Theory" measure of risk-adjusted 
returns. It measures how many units of return in excess of 10% are provided per unit of 
downside deviation / downside risk. 


Standard Deviation 
Standard deviation is a statistical measure of risk reflecting the extent to which rates of 
return for an asset or portfolio may vary from period to period. It also indicates the 
dispersion of monthly returns around the average return. The larger the standard 
deviation is, the greater the range of possible returns and the more risky the asset or 
portfolio becomes. 


There.  Now you're armed and ready to speak the language of investment fund 
analysis.  In the spirit of full disclosure though, please be aware that sharpening your 
statistics vocabulary may help you understand some of the tools used in investment 
analysis, but overuse of that vocabulary can leave you standing by yourself at parties. 


Copyright 2002 John Caspar 


Caspar, John (CIBC) 
E-mail Address(es):  
  john.caspar@cibc.ca  
Business Information: 
  Office: 604-688-2111  
  Phone: 604-806-5552                                                                                                          
John Caspar is a Vice President and Investment Advisor with CIBC Wood Gundy, a division of 
CIBC World Markets Inc., a subsidiary of Canadian Imperial Bank of Commerce and Member 
CIPF. CIBC and Wood Gundy are trademarks of Canadian Imperial Bank of Commerce and 
CIBC World Markets Inc., respectively.  The views of the author do not necessarily reflect 
those of CIBC World Markets Inc. 
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investorism.com 
 AN:  Educating, decision facilitating, advice validatin g, safety enhancing . .  


 


©  FUND � CHECKLI$T:  “Better Di $clo $ure, A Better Way!”  ® 


KNOW YOUR CLIENT $UITABILITY:  A$$ET MIX + RI$K$  versus      REWARD$ 


Fund Name:  Managed By:  $ince :  _ _ /_ _ /_ _ 


 


 A$$ET  MIX      RI$K$ vs. REWARD$  
 ___ % Value    ___ % Invest. Grade        
 ___ % Growth  ___ % Good Quality  
 ___ % Income ___ % Speculative 
 ___ % Momentum  ___  % High Risk                   
 100 % Total        100 % Total   


I / We understand that _________ fund investment st rategies 
range from conservative low to aggressive high risk .  I  /  We 
have ___ personally determined and established or  I / we have 
discussed, determined and established with ___ my /  our  
investment advisor, my / our overall investment, ob jectives, 
needs and _______ fund RI$K  / REWARD  tolerances as follows:  


PO$  Tran$action  Charge: 
__% F-E $ervice Charge  $____ 
__% No-Load; Low-Load $____     
__% D$C* rear-end load  $____ 
__% Level Load 4* D$C   $____ 
__% Series “F” Units        $____  
a  D$C* begins @ ___% on the: 
__ Book Value or __ NAV falling 
to zero % after __ Year$.  
� D$C Rebate  ___% $_______ 


� Admin. Co $t To Buy: $____  


� Monthly Account Fee: $___  


� Early Withdrawal Penalty:       
     is ____ %  within ____ days. 
� Direction $ To $ell Must  Be 
received by: ___Phone, ___Fax 
___ E-mail before ___:___   _ M 
to obtain same day closing price  
�  Admin. Co $t To $ell: $_____  


Management Expen $e Ratio  
(MER):  The fund manager 
deducts an annual MER of 
___% on a pro-rata basis before 
the fund’$ NAV is calculated.  
The fund manager pay $ a 
Trailer Fee Commi $$ion of _ % 
from the MER to your advisor. 


� MER / Trailer Fee Rebate  __%
� DSC* trailer ▲to  __% in  Yr.__
� EXTRA  Advi $ory  F ee$:     
Fund of fund $ / Wrap:  ___%      


�  MER  Performance  Bonu $:    
__% above __ benchmark.                       


� This  is  an ___  Arm’ $ Length   


     or  a ___ Proprietary Fund.  


$tmt  of  Inve$tment  Policy:  


A$$et  Mix  Guideline  Range$ 
  


Cash                 ___  to ___ %            
 


Fixed Income*     ___ to ___ % 


CDN Equities     ___ to ___ % 
 


Intern.  Equities   ___ to ___ %  
 


Real Estate        ___  to ___ %  
 


Derivatives        ___  to ___ % 
 


Max. $hort $ales  to  ____  % 
 


Max. Leverage to  ____  % 
 


Portfolio Turnover: ___% / Yr.   
  


Unit Value $ *Fixed Income   
Book $ _____   Av. Term  ____  
NAV $ _____   Duration  ____ 
% Capital   Min. Cr. Rating 
Gains ____%   ___________ 


As At  
_ / _ / _ 


 


____% 
 


____% 
 


____% 
 


____% 
 


____% 
 


____% 
 


____% 
 


____% 


10-15-07 


ACKNOWLEDGMENT  INITIALS                   MM/DD/YR  


I / We acknowledge that I  / we have received from my  / our financial products salesperson, fee 
advisor, fund distributor, etc., the ___ page Simpl ified Prospectus for ______________  Fund(s). 
     PERFORMANCE  COMPARISON  TO  THE  END  OF:  M  M  M  /  2 _  _  _   
Fund being recommended / purchased:__________: ___%  1 YR,  ___% 2 YR,  __% 3 YR,  __% 5 YR   
Benchmark comparable index to fund:  __________: __ _% 1 YR,  ___% 2 YR,  __% 3 YR,  __% 5 YR 


 1. Alpha: _____ 
 2. Beta: _____ 
 3. Correlation Benchmark: _____  
 4. Downside Risk: _____ 
 5. Downside Frequency: _____ 
 6. Downside Magnitude: _____ 
 7. Jensen’s Measure: _____ 
 8. Mornigstar Rating: _____  


   9. Mean: _____ 
 10. R-Squared: _____ 
 11. Sharpe Ratio: _____ 
 12. Skewness: _____  
 13. Sortino Ratio: _____ 
 14. Standard Deviation:_____ 
 15. Treynor’s Measure: _____ 
 16. Other __________:  _____           


15  MO$T   
COMMON    


INVE$TMENT  FUND  
RI$K v. REWARD$ 


NUMERICAL   
TERM$  &  ANALY$I$ 


CRITERIA  


TRAN$ATION:  CO$T$ + ADVI$OR REMUNERATION & INV. PO LICY STMT  
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 “Better disclo $ure induce $ ‘investorism ’ and enhance $ industry integrity!”  


THE FRUGAL BUGLE 15OCT07 


� Educating the differences between “Mutual” “$egregated” “Wrap” “Pooled” “Hedge”, 
“ETF”, etc. funds :  “Caveat emptor” is not good enough when consumer /investors have 
never been taught their now needed “Financial Literacy Survival” skills during their core 
curriculum.  Financial products are not all  created equally: they do not all  meet the same 
regulatory rules, regulations, terms and / or FINE  PRINT  EXCEPTION(S) conditions!                                  
The antidote cure:   “point-of-being-SOLD / purchase” fill-in-the-blanks educating 1-pagers !!  


�  There is a “Need To Know” both the Fund’s Taxable Book +  NAV Market Unit Values :  
With two-thirds of the monies invested in Canadian investment funds being taxable 
investments (i.e. only one-third are tax shielded RRSP, RPP, RRIF, DPSP, RESP, etc.), the 
treatment of capital gains by Canada Revenue Agency triggers the fiduciary need for securities   
distributors & financial advisors to disclose both market and book values: it’s the annual capital 
gains pay me in advance surprise!  This CRA caveat must become a point-of-sale imperative !!  


� There are conflicts of interests “Tied Advice”  issues in the “trailer fee commission :   
IF fund companies and distributors were required to show the dollars ($$) and cents (¢¢) 
amounts of the MERs deducted   +   the trailer fee commission components of the MER paid to 
whom            NAME          on consumer/investors quarterly statements   +   a financial 
advisor’s employer remuneration payout grid levels   +    how a particular fund’s trailer fee- 
compares to the high, low, median, and average category ranges    +   any advisor trailer 
based retirement gratuity formula(s)    +    the low trailers paid on money market funds, etc., 
consumer / investors would clearly see the “tied advice / tied sale” skewing issues !! 


 �  Relative v. Absolute Fund Manager Performance Remuneration Bon us Formula :  
Prospectuses rarely disclose the relative formula(s) that may be / are used by a fund company 
to calculate a fund manager’s market performance based remuneration bonus!  These 
formulas are usually based on a fund manager’s ability to beat a peer group and / or portfolio 
related market indices, i.e. if the comparable S&P TSX Small Cap Index is minus (-) 30% and 
the fund is only minus (-) 25%  =  earns the fund manager a 100% performance bonus !! 


�  The Undisclosed Cumulative Power, Politics & Govern ance Vote That Investment 
Funds Are Allowed :  We give discretion to a fund manager to invest our sacred retirement 
savings — our “financial euthanasia avoiding” savings in order to achieve above average 
returns with limited risk while also providing us with a simplified prospectus, audited 
statements, quarterly portfolios, trading records, an Annual Information Statement, etc.      
BUT : nowhere in the prospectus do our securities regulators require the fund manager to 
disclose when they vote the “material fact”  common stock shares that are owned by a fund’s 
unitholders.  Nor is there any requirement that the fund manager must disclose how many 
shares they vote, how and why on specially designated issues and proposals !!  


THE FRUGAL BUGLE ®   84 Cadillac Avenue South,  Oshawa,  ON,  Canada  L1H  5Z2  
Telephone:  (905) 571-6048       E-mail:  killoran@ sympatico.ca       Web Site:  www.investorism.com 


A  CON$ERVATIVE  ACTUARIAL  
A$$ET  MIX  LIFECYCLE  GUIDELINE  


  
YEARS     GROWTH BONDS / SHORT- 
BEFORE  GROWTH   & FIXED     FIXED        TERM 
RETIREMENT  (EQUITY)   INCOME    INCOME     ASSETS 
 


0 - 5 YEARS      10%      20%      55%     15%  
 


5 - 10 YEARS      20%      25%      40%     15%  
 


10 - 15 YEARS      30%      30%      30%     10%  
 


15 - 20 YEARS      50%      20%      20%     10%  
 


20+ YEARS      60%      15%      15%     10% 


GOC  BOND  DURATION  VOLATILITY  
 


10  YEAR  PAR  GOC  BOND  
 


INTEREST  YIELD    DURATION   NAV / MKT VALUE  
 


RISE  2% to   7.36%   7.21        86.75            
COUPON       5.36%   7.48               100  PAR 
FALL 2%  to  3.36%   7.75      116.00         
        


20  YEAR  PAR  GOC  BOND  
INTEREST  YIELD    DURATION   NAV / MKT VALUE  
 


RISE  2% to   7.80%       9.66        82.00            
COUPON       5.80%  10.44              100  PAR 
FALL 2%  to  3.80%  11.22      123.75          
        


30  YEAR  PAR  GOC  BOND  
INTEREST  YIELD    DURATION   NAV / MKT VALUE  
 


RISE  2% to   7.58%  11.44        78.00            
COUPON       5.58%     13.37              100  PAR 
FALL 2%  to  3.58%  15.50      133.25  








October 9, 2007 
 
Mr. Neil Mohindra, Acting Policy Manager 
Joint Forum Project Office 
5160 Yonge St. 
Box 85, 17th 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.   
 
Jones, Gable & Company Limited is a medium sized, independent full service brokerage 
firm, registered with the Investment Dealers Association of Canada. We offer a wide 
range of investment products and services, including mutual funds.  
 
While Jones, Gable & Company Limited 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, Jones, Gable & Company Limited 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 
issues.   
 
If the Joint Forum does not agree to an access equals delivery approach, Jones, Gable & 
Company Limited 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.  
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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,  
Jones, Gable & Company Limited 
 
 
 
 
Todd Doige  
Chief Compliance Officer 
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From:  “Julie Leefe” <prisma@mts.net> 
To: <jointforum@fsco.gov.on.ca> 
Date:  Sun, Oct 14, 2007 11:12 PM 
Subject:  Point of Sale Disclosure for Mutual Funds and Seg Funds 
 
October 14, 2007 
 
Dear Mr. Mohindra, Joint Forum Participants, fellow licensees, and the 
Canadian public: 
 
These opinions are my own, and not to be construed to be those of my 
“Dealer”. 
 
As a full securities licensee in several provinces, and an insurance licensee 
in Manitoba, I have lobbied through Advocis and other organizations and 
contacts since 2005, for full point-of-sale disclosure on seg funds. 
 
I personally do not see any problem with the disclosure in mutual fund 
prospectuses.  After all, during the last 10 years there have been changes in 
regulation that require plain language disclosure in the front of mutual fund 
prospectuses.  I believe this disclosure is quite adequate.  In practice, 
many advisors, when recommending mutual funds and seg funds to clients, print 
(for the client) one-pagers from one of the industry’s third-party software 
packages such as Globe Hysales or Morningstar’s PalTrak.  These include most 
if not all of the information shown in the samples in Appendices 1&2 of the 
Joint Forum’s Framework. Therefore, while I feel mutual fund disclosure is 
already adequate, I also do not feel the proposed Framework is onerous in its 
basic form.   
 
However, point-of-sale marketing material in CAP* seg fund offerings is 
sorely lacking. Since the CAP guidelines were issued as recommended but 
VOLUNTARY in 2004, insurance companies changed from disclosing full MER on 
seg fund offerings, to showing IMF Investment Management Fee only, and not 
quantifying the additonal components that make up full MER. IMF became a new 
created-by-insurance-industry acronym, and is totally misrepresentative of 
the cost of ownership of a seg fund investment.  Group agents meet with 
employees in their workplaces, show them the “IMF”, and tell them that the 
cost of buying these seg fund offerings in their CAPs is considerably less 
than buying retail.  The point of sale documents show IMF only, and then 
compare the historical GROSS rates of return of the seg fund offerings, to 
benchmarks which are net.  This is not apples to apples.  As an insurance 
licensee, I am embarrassed by this practice.  I feel it is deceptive 
marketing, designed to gain market share at the cost of the unsophisticated 
investor.  It is a step backward in time, especially since group plans prior 
to 2004 did disclose full MERs. 
 
This misrepresentative marketing push is now extending to employees who 
terminate their employment.  They are now being presented with the same 
“lower cost” argument, based on IMF only, for leaving their CAP money with 
the group plan supplier. 
 
It is interesting to note another disturbing trend in the group plan segment 
of the investment industry.  Employees of benefits consulting companies (e.g. 
Aon) are seeking insurance sales licenses in increasing numbers.  Are the 







benefits consultants disclosing to the CAP sponsors this conflict of 
interest?  Are they being paid consulting fees, and commissions or referral 
fees also?  In the U.S. this type of conflict of interest is being 
investigated within the pension industry. 
 
In summary, I believe there needs to be standardization of disclosure of MERs 
for both mutual funds and seg funds.  However, I do agree with some of the 
objections to the Framework that I have seen voiced on Advisor.ca, such as 
the impracticality of delivery in real time when doing phone transactions 
with established clients.  Delivery requirements for a standardized 2-pager 
ought to be within the same timeframe allowed for prospectuses.  And, there 
is absolutely no reason why standardized disclosure, including full MER, 
cannot be in point of sale packages for CAP members, and terminating CAP 
members. 
 
Thank you for considering this submission. 
 
Respectfully yours, 
 
Julie A. Leefe, CFP, R.F.P. 
prisma@mts.net 
 
*Capital Accumulation Plan = group RRSP, or defined contribution pension 
plan, in the workplace 








 
950 Main Street, Hampton NB E5N 6E7 
(5060 832-1204  fax 832-1205 
headoffice@lainc.ca
 
Oct 15, 2007 
 
Neil Mohindra  
Acting Policy Manager  
Joint Forum Project Office  
Joint Forum of Financial Market Regulators  
5160 Yonge St. Box 85, 17


th 
Floor  


North York, ON M2N 6L9  
Phone: 416-590-7031  
Fax: 416-590-7070  
E-mail: jointforum@fsco.gov.on.ca  
 
We fully support the move towards a more readable and understandable document for the 
consumer when purchasing investment products such as mutual funds or segregated funds.  We 
agree that the consumer is overwhelmed by the simplified prospectus and that they do not read it, 
therefore it is of no value and a waste of money to provide it to consumers for each sale.  The 
concept of a simple one or two page type fund fact sheet is a good one and it is understandable that 
tests would show that consumers were positive about it. 
 
While the proposal is positive overall, there are many issues and concerns that need to be 
considered and further consultation should be undertaken.  The cost issue is something that needs 
to be looked at, as ultimately the consumer pays the price of these changes. 
 
We have some concerns about the section on the fund fact regarding Risk.  The fund fact sheet 
refers to the IFIC Risk Volatility, and the MFDA KYC requirements deal with client Risk 
Tolerance and suitability of the client’s risk tolerance with the fund investment made.  Volatility 
and Tolerance are not the same and how do we relate the client risk tolerance to the fund risk 
volatility. 
 
We also have some concerns with the warning “ !  Don’t buy this fund…”, as we feel this sort of 
harsh statement may mislead consumers, and cause unnecessary concerns, negatively influencing 
their investment choices.  For example a fund on its own may not be a good choice for a person 
looking for a steady income stream from that one fund, but that fund may be a good choice to 
round out a portfolio of 5 or 6 funds that gives some growth and some income.  We suggest that 
rather than stating “Don’t buy this fund, it should be re-worded to say “As a single fund this would 
not be a good choice for a steady income stream” 
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Reply and Comments on specific questions from the Joint Forum Proposal document: 
 
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? 


It is common for an investor to buy more of a fund after the initial purchase, but it may be 
many months or longer before that subsequent buy, and many things may have changed 
and therefore a new fund fact sheet should be required.  If however, the subsequent buy 
was within a few weeks or months and a new fund facts sheet had not been issued by the 
fund company, then the requirement for a fund fact sheet should be waived.   


 
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? 


The PAC amounts generally do not significantly impact the total amount invested, for 
example a fund with $10,000 and a $50 per month PAC would not really impact the 
overall decision about investing in the fund over the short term.  In other circumstances 
where there is say no initial investment and a large monthly PAC the overall investment 
would be impacted more significantly over the short term. 
In general the decision to invest in the fund is typically for a long period of time and while 
the fund changes over time most changes would only be minor and not impact the decision 
to be invested in the fund, certainly in respect to a period of months or a couple of years.  
Most financial advisors review their client’s portfolio every one to three years (depending 
on the size of the investment) and at that time a new fund facts sheet could be reviewed to 
determine if the investment is still a good investment for the client. 
At the very most a new fund fact sheet every twelve to twenty three months, or sent out 
with the December Statement after the first annual purchase date has past. 


 
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? 


Many clients do not want such reports and even those that do receive them just throw them 
away and do not read them, or understand them if they did look through them.  The client 
that does want to do their own research certainly can obtain all the information they want, 
and the rest would be better served just have the fund fact sheet. 


 
 
 
Questions about delivery 
We are seeking comments on a number of issues relating to delivery of the Fund Facts 
because we recognize that the requirement to deliver the document before or at the point 
of sale represents a significant change to the way that mutual funds, and to some extent 
segregated funds, are currently sold. 







We believe that a flexible approach to delivering the Fund Facts will help address the 
differing needs and expectations of investors while meeting our goal of providing 
information at the time most relevant to their investment decision. We are willing to work 
with industry to help make the transition in as reasonable and cost-effective manner as 
possible. 
4. Do the delivery methods described above give investors and industry enough 
flexibility to make and execute investment decisions in a timely manner? 


In the vast majority of cases the options for delivery by hand, fax, mail or 
electronic (i.e. e-mail directly to the client) are more than flexible enough to satisfy both 
consumers and industry needs and requirements.  That is not to say it doesn’t present 
logistical problems for advisors and dealers.  Under the current system, with delivery of 
the simplified prospectus after the sale, an advisor who does not happen to have a copy of 
the document with them when the meet with the client and still meet requirements and 
send the document to the client after the sale and when they return to the office.  With the 
requirement for delivery prior to or at the time of the sale, the fund facts may present some 
interesting challenges for advisors and may impact the choice of the investments for a 
consumer.  An advisor would not be able to haul around a trunk full of fund facts and the 
sale of a fund may be delayed by a few days pending getting the client the fund fact sheet.   


One solution for advisors would be to have the current fund facts on their lap top, 
on a CD or DVD or accessible over the internet (dealer web site or fund company website) 
and then print the form at the client meeting (technology is available and small portable 
printers can be taken to meetings anywhere). 
The delivery of the fund fact sheet may change the way some business is done, and 
regulators may also have to change some rules to accommodate the new business 
environment.   A client may meet with the advisor at the client’s home and they may make 
some decisions and make some choices about investments, but because the advisor does 
not have the fund fact sheet he needs, the buy can not be done right then and there.  The 
client may give the advisor a cheque and the advisor will send the client the fund fact sheet 
and it may take a few days for the client to get it (by mail).  Then using a limited 
authorization form and a phone call the buy may be completed several days after the 
cheque date (and the date on the application or order form).  So the trade date may not be 
the same or next business day (as required under business conduct rules currently in place 
SRO rules). 


So while it will be a change it can work, but all players involved must be given 
time and opportunity to make the transition to the new business environment we will work 
in. 


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? 


There are few if any other options available, but new technology and advances in the 
electronic industry will make delivery easier and cheaper and present better ways to 
accomplish what is required. 


 
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? 







These are too difficult to answer at this point, but it will change the way we do 
things and the biggest hurdle for us as a dealer will be in keeping the fund facts sheets 
current and up-to-date and in sufficient supply to meet the demands of the advisors.  As 
stated above the most likely method would be to have the fund facts accessible on line to 
print at the time of the sale at the location of the sale.  (either on disk or on line)   So 
printing costs would be an additional expense, but likely a manageable expense for dealers. 


 
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? 


In our opinion most consumers would be willing to wait a day or two or even a few 
days if that is the right investment for them.  The only time there would be a concern 
would be if and when there was a deadline, such as RRSP season, but there are ways to 
overcome those issues (buy a money market fund [assuming that there was a fund fact 
sheet available for the money market fund] and then switch to the desired fund later). 


 
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? 
  No comment 
 
Question about funds with multiple classes, series or guarantee options 
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. 
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? 


There are funds that may have several different series, but are still the same fund, 
same investments, same MER etc and there should be no reason that the information could 
not be provided on one fund fact sheet, with a section to note the differences in the series. 


If it is not possible to show the differences in a small section and be able to clearly 
indicate the variations, then they should be on separate fund fact sheets.  


 
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. 
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? 







Most fund change on a constant basis, as the fund manages the investments and 
stocks are bought and sold, but the overall fund picture does not really change that 
significantly, especially in terms of what the consumer PICTURES the fund to be based on 
the fund fact sheet.  There should not be a need to do a new fund fact sheet more frequently 
then semi annually and /or at a significant change in the fund (such as requirement for a 
change to the simplified prospectus filing). 


 
11. 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? 


A fund fact sheet that contains information and is no more than 6 months old would 
still be a current and acceptable fund fact sheet. 


 
 We would like to state that overall we think the proposal for a point of sale document such 
as the fund fact sheet is a positive step in the right direction.  It is very positive to see some 
leveling of the field between mutual funds and segregated funds.   It is a change and will force 
some changes to the way we do business, especially for a small dealer with advisors and clients in 
remote and rural areas of this country.  The industry can make it work and with cooperation and a 
desire to make it work, it can be done.  It will not be easy and it may come at a cost, and the 
industry needs to be able to assess the impact of the changes and the costs, but we believe it can 
work and will benefit not only consumers, but also the industry participants. 
 
 We look forward to working with other industry participants and regulators to move 
forward and do what we can to make the proposal workable and acceptable to all parties, 
especially for consumers. 
 
 
Yours truly, 
 
 
 
Bob Malcolm 
President and 
Chief Compliance Officer 
Legacy Associates Inc 








From:  lori smyth <smythlori@hotmail.com> 
To: <jointforum@fsco.gov.on.ca> 
Date:  Sat, Sep 29, 2007  6:56 AM 
Subject:  Fund facts (Point of sale disclosure) 
 
 
I was on the Ontario securities commission website and was researching 
segregated funds.  I absolutely believe it is imperative that the public be 
provided with all of the essential information they need to read BEFORE they 
make their purchase.  FULL disclosure is essential so that people can make 
educated decisions and are sure they understand what they are buying into 
before they buy into it.  
 
 Some of the #’s and promises of roi can be dazzling but people need to know 
what the potential downside is as well.  It has been my experience until I 
read “The Naked Investor” that people don’t ask enough questions and advisors 
are not forthcoming or transparent enough to enlighten people as to what the 
associated costs are for buying these investment vehicles.  There is what we 
know, what we don’t know and what we don’t know that we don’t know.  I am 
learning every day and believe it is incumbant upon me to do so.  As 
Canadians we often hand  our hard earned after tax dollars over to an 
advisor, close our eyes, cross our fingers and hope for the best.   We don’t 
even know how much those investments may be costing us annually because 
advisors don’t tell us.  As John Lawrence Reynolds states in his book “MER 
charges have been compared with the death of a thousand cuts, leaving you (or 
in this case, your RRSP portfolio) bleeding almost unnoticed.”  It is time we 
all got educated and I believe the education should be provided along with 
the opportunity to invest.   
 
Lori Smyth 
_________________________________________________________________ 
Discover the new Windows Vista 
http://search.msn.com/results.aspx?q=windows+vista&mkt=en-US&form=QBRE 
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1. BRIEF INTRODUCTION 


 


 Médac is a non-profit organization founded over ten years ago by Yves Michaud.  This 


organization is unique in Quebec and Canada, and seeks to protect the rights of smaller 


shareholders and investors in Quebec using the following means in particular: 


- preparing and defending proposals for shareholders’ meetings to ensure the mechanisms 


of good governance are in place in order to put an end to financial delinquency; 


- providing member training by developing courses to enable members to understand the 


workings of the financial markets while informing them of strategies to protect and defend 


their rights; 


- filing reports with governments and regulatory authorities to inform them of member 


concerns and provide recommendations; 


- publishing brochures, flyers, newsletters and other documents; 


- a member and general public warning and information service to guide them and 


encourage reactions geared towards solidarity and prevention. 


 


 Médac is managed voluntarily by a board of directors made up of Yves Michaud, Chair; 


Fernand Daoust, Vice-Chair; Édith Baron-Lafrenière, Secretary; Réjean Sauvé, Treasurer; and 


the following other members: Claude Béland, Louise Champoux-Paillé, Monique Charland, Jean 


Legault and Benoît Roy. 


 


 Since the beginning, we have received endless touching calls concerning individual 


dramas, as well as stories of solidarity from an ever-growing number of smaller shareholders and 
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consumers of financial products and services from all facets of society. Our member body 


currently numbers nearly 1,000, and the current pace of membership is steady. 


 


 We have prepared the following comments based on our members and daily contacts with 


a large number of consumers of financial products and services. 


 


2. RECOMMENDATIONS 


 


 First of all, we really must praise this initiative by the Joint Forum of Financial Market 


Regulators to create a Fund Facts (with information on both sides) providing investors with key 


information so that they may make informed decisions prior to purchasing. Investors must 


currently obtain information from different documents (simplified prospectus, annual information 


form, annual and quarterly reports). These documents are often quite voluminous and provide a 


multitude of information without highlighting key facts, in addition to being sent only once the 


purchase has been made.   


 


While we agree with the current content, we would, however, like to highlight the 


importance for mutual fund organizations to add to the sheet a brief note certifying the good 


governance of the fund, in case of conflicts of interest, which must be reviewed by the 


Independent Review Committee that each fund management company must have under the new 


Regulation 81-107 respecting Independent Review Committee for Investment Funds.  Since the 


goal of this Regulation is to require all fund management companies to report all decisions 


involving a conflict of interest to an independent body that reviews the decision solely based on 


the interest of the investment fund and investors, we feel it important that this type of certification 
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be part of the key information, while encouraging the investor to consult the committee’s annual 


report.  


 


 We also propose that the Fund Facts deal with compensation and insurance issues in a 


clear manner. Our experience in light of recent financial scandals has led us to the conclusion that 


consumers believe that these products are insured by the Canada Deposit Insurance Corporation 


(CDIC) or protected by one of the following bodies: Fonds d’indemnisation des produits et 


services financiers, Canadian Investor Protection Fund (CIPF), or other similar funds. The 


compensation and insurance limits and possibilities should be clearly specified in this document.   


 


We would like to mention here the importance, in our opinion, of extending the coverage 


of the Fonds d’indemnisation des services financiers to compensate investors who have fallen 


victim to fraud, embezzlement and fraudulent practices by fund managers and securities 


representatives whose premiums are paid by the industry. 


 


 Now that we have commented on the content, we will focus our attention on the strategy 


for issuing these Fund Facts, which is essential if they are to achieve their goal. In this section, 


we will make our recommendations by answering the various questions asked in your 


consultation document titled “Proposed Framework 81-406. Point of sale disclosure for mutual 


funds and segregated funds” published on June 15. 


 


2.1 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 
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certain period after the last purchase? If only for a certain period, what is a 


reasonable amount of time? 


 


We believe that the Fund Facts should always be delivered to investors prior to any decision to 


buy; that way, investors can decide on when they will read them and discuss them with their 


mutual funds sales representative. The requirement to deliver the Fund Facts should not be 


waived. We would like to point out that, for us and our members, the Fund Facts is of little use if 


delivered after the decision to invest has been made and that it is also important that it be 


delivered at least two days prior to the decision to invest, thereby giving investors enough time to 


review all the information provided. We further recommend that the Fund Facts includes a space 


for the consumer’s signature (electronically, if applicable) to confirm that the Fund Facts was 


read and the content understood. By signing, consumers are made aware of the importance of the 


Fund Facts’ content when making decisions and encouraged to ask their representative any 


questions if they have not understood the implication; they are also made aware of their 


obligations and duties. By requiring a signature, it also ensures that the Fund Facts is delivered 


as prescribed. Accordingly, the code of ethics of representatives should be changed to reflect 


this requirement to deliver the Fund Facts and explain the content to the investor. 


 


2.2  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? 
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Our position is that investors should receive this type of document whenever updated. It is 


up to investors to decide on how to use it. The information should also be available on the 


website of the fund management and/or mutual fund company. 


 


2.3:  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? 


 


After reviewing these documents, we have concluded that, given all the information in them, it 


is difficult to find all the desired information in a relatively reasonable period of time: 


• Performance; 


• Material changes since the last report; 


• Changes in service charges; 


• Risks; 


• Changes in the management company’s governance and other organizational changes. 


 


An executive summary should be prepared for these documents summarizing the main changes 


since the last time a report was issued. We further recommend, for all major changes, that 


investors be sent a written notice informing them of the new situation and entitling them to 


withdraw their money without incurring any back-end fees within 90 days of the notice being 


sent. 
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2.4. Do the delivery methods described give investors and industry enough flexibility to 


make and execute investment decisions in a timely manner? 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? 


 


We support the recommended delivery methods, stressing the importance of ruling out any 


possibility of the Fund Facts’ content being delivered orally by the representative because, like 


you, we doubt that investors can receive and concretely understand all the information in the 


Fund Facts over the telephone or during a simple discussion with the representative without any 


supporting documentation.  MÉDAC feels that it is crucial for investors to properly understand 


the specific nature of such an investment and only a concise document, setting out the stakes of 


this type of investment and written in plain language, can achieve this goal, whether or not 


advice has been provided by a competent, independent representative. 


 


Furthermore, given what this type of purchase means for many investors, some of them invest a 


large part of their savings in these funds.  Given the complexity of the information the average 


investor must evaluate (performance, investment risk, management and administrative fees), we 


do not believe that a two-day cooling-off period from the time the investor has given the dealer or 


insurer instructions to buy mutual funds or segregated funds is sufficient. We believe that a five-


day period is more appropriate. 


 


2.5: If your advisor 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? 
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Buying funds is not like buying securities. It is a set of securities that are being bought; therefore, 


the issue of timing is much less important. The investor must receive the Fund Facts prior to any 


purchase. In that respect, as concerns mutual funds, we fully support giving investors any 


opportunity to cancel the purchase at any time if they do not receive the Fund Facts prior to 


making the purchase. We further believe that the regulatory authorities should develop the 


necessary approach for a segregated fund investor to have the same protection should the insurer 


fail to deliver the Fund Facts. We believe that the investor should have the same right to cancel 


the purchase. We feel that the possibility of filing a complaint with the provincial regulatory 


authority upon failure to deliver the Fund Facts is wholly insufficient. 


 


2. 6  How often would you want to update the Fund Facts? Would a document that contains 


investment and performance information that is no more than 6 months old meet 


your information needs? 


 


We believe that the Fund Facts should be updated every time material changes are made 


(Regulation 81-102, 5.1) and at least once every six months. 


 


3. CONCLUSION 


 


This initiative is intended to provide consumers with key information before they make 


their decision and should be supported by an investor-focused information campaign by the 


regulatory authorities to inform investors of this new tool, the importance of the information it 


contains and the “vendor’s” requirement to deliver it to them under the prescribed delivery terms.   
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Moreover, given that it can be delivered or sent with advertisements, the Fund Facts 


should contain a note indicating that it contains important information for the client that must be 


read prior to deciding to invest. 


 


In closing, below is a summary of our thirteen (13) recommendations: 


• Certification of sound management in view of conflicts of interest, with reference to the 


Independent Review Committee report (terms for obtaining the report from the 


committee); 


• Addition of a new heading in the Fund Facts to inform investors of the protection offered 


by the Canada Deposit Insurance Corporation (CDIC), the Fonds d’indemnisation des 


produits financiers, and other possibilities for compensation; 


• Extension of coverage by the Fonds d’indemnisation des services financiers to 


compensate investors who have fallen victim to fraud, embezzlement and fraudulent 


practices by fund managers and securities representatives; 


• Delivery of the Fund Facts at all times prior to any decision to invest, two days before the 


decision to invest; 


• Investor’s signature confirming that the Fund Facts was received and the content 


understood; 


• Amendment to the Code of Ethics of the representative, requiring that the Fund Facts be 


delivered and explained; 


• Exclusion of any possibility of providing the content of the Fund Facts orally; 


• Extension of the cooling-off period from two to five days; 
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• Possibility for investors to cancel the purchase of segregated funds if they do not receive 


the Fund Facts, as is the case with mutual funds; 


• Update of the Fund Facts every six months and earlier if material changes are made to it 


that may influence an investor’s decision to invest; 


• Delivery of a written notice for all material changes, giving investors the opportunity to 


withdraw their investment within 90 days of the notice being sent; 


• Information campaign by the regulatory authorities to inform investors of the Fund Facts 


and its importance in order to make informed decisions; 


• Note about the Fund Facts specifying that it is for information purposes, and not 


advertising or promotional purposes. 
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Montréal, le 12 octobre 2007 
 
 
 
M. Neil Mohindra 
Directeur temporaire des politiques 
Bureau de projet du Forum conjoint 
5160 Yonge Street 
Box 85, 17th floor 
North York (Ontario) 
M2N 6L9 
 
 
 
Monsieur Mohindra, 
 
 
Au nom des membres du conseil d’administration du Médac, je vous transmets nos commentaires 
et suggestions quant au Cadre proposé 81-406 portant sur l’information au moment de la 
souscription des organismes de placement collectif et des fonds distincts. 
 
Je demeure disponible pour répondre à vos questions et vous prie d’agréer, Monsieur Mohindra, 
l’expression de mes sentiments les plus distingués. 
 
 
Le Président 
 
 
 
Yves Michaud 
 
 
Cc : Monsieur Jean St-Gelais, président de l’Autorité des marchés financiers du Québec 
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1. BREVE PRESENTATION DU MÉDAC 


 


 Le Médac est un organisme à but non lucratif fondé depuis déjà plus de dix ans par Yves 


Michaud.  Organisme unique au Québec et au Canada, il vise à protéger les droits des petits 


actionnaires et épargnants du Québec en ayant recours aux principaux moyens suivants : 


- la préparation et la défense de propositions lors des assemblées des actionnaires afin de 


s’assurer que les mécanismes de saine gouvernance soient en place pour mettre un terme à 


la délinquance financière ; 


- la formation de ses membres en concevant des cours visant à leur permettre à s’initier aux 


rouages des marchés financiers tout en les renseignant sur les stratégies de protection et de 


défense de leurs droits ; 


- la dépôt de mémoires auprès des gouvernements et des autorités réglementaires afin de les 


saisir des préoccupations de ses membres et formuler des recommandations ; 


- la publication de brochures, dépliants, bulletins et autres documents ; 


- un service d’alerte et d’information de ses membres et du grand public pour les orienter et 


favoriser en eux des réflexes à la fois de solidarité et de prévention. 


 


 Le Médac est administré bénévolement par un conseil d’administration constitué de Yves 


Michaud, le président ; Fernand Daoust, le vice-président ; Édith Baron-Lafrenière, secrétaire du 


conseil ; Réjean Sauvé, trésorier ; ainsi que des autres membres suivant : Claude Béland, Louise 


Champoux-Paillé, Monique Charland, Jean Legault et Benoît Roy. 


 


 Depuis notre création, nous ne cessons de recevoir des appels pathétiques concernant des 


drames individuels comme nous recevons aussi des témoignages de solidarité d’un nombre sans 
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cesse grandissant de petits actionnaires et de consommateurs de produits et services financiers 


provenant de toutes les couches de la société.  Nous avons aujourd’hui un effectif de membres de 


près de 1 000 membres et le rythme d’adhésion connaît présentement un rythme très soutenu. 


 


 Fort de cette base de membres et de nos contacts quotidiens avec un grand nombre de 


consommateurs de produits et services financiers, nous formulons les recommandations 


suivantes. 


 


2. RECOMMANDATIONS 


 


 D’entrée de jeu, nous ne pouvons que saluer cette initiative du Forum conjoint des 


autorités de réglementation du marché financier de créer une fiche de renseignements ( une 


feuille recto verso) visant à donner aux investisseurs des renseignements clés qui permettront de 


les éclairer avant de prendre une décision d’achat.  Présentement, ceux-ci doivent glaner leurs 


informations dans différents documents (prospectus simplifié, notice annuelle, rapports annuels et 


trimestriels).  Documents souvent fort volumineux, ils fournissent une multitude d’informations 


sans mettre l’accent sur les renseignements clés et sont souvent transmis une fois l’achat effectué.   


 


Tout en souscrivant à son contenu actuel, nous nous permettons toutefois de soulever, 


pour les organismes de placement collectif, l’importance d’ajouter à la fiche un bref texte 


certifiant la saine gouvernance du fonds en regard des conflits d’intérêts devant faire l’objet 


d’un examen par le Comité d’examen indépendant, comité que chaque société de gestion de 


fonds doit se doter en fonction du nouveau Règlement 81-107 sur le comité d’examen 


indépendant des fonds d’investissement.  L’objectif d’un tel règlement étant d’obliger toute 
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société de gestion d’un fonds de rendre compte de chaque décision comportant un conflit 


d’intérêts à un organe indépendant qui examine la décision uniquement en fonction de l’intérêt du 


fonds d’investissement et des investisseurs, il nous semble important qu’une telle certification 


fasse partie des renseignements clés tout en incitant l’investisseur à consulter le rapport annuel du 


comité.  


 


 En outre, nous proposons que la fiche traite en termes clairs des questions 


d’indemnisation et d’assurance.  Notre expérience récente dans le cadre des récents scandales 


financiers nous a conduits à la conclusion que les consommateurs croient que de tels produits 


sont assurés par la Société d’assurance-dépôt du Canada (SADC) ou protégés par l’un ou l’autre 


des mécanismes suivants : Fonds d’indemnisation des produits et services financiers, Fonds 


canadien de protection des épargnants (FCPE) ou autres fonds similaires.  Les limites et les 


possibilités d’indemnisation et d’assurance devraient être clairement spécifiées dans ce 


document.   


 


Nous nous permettons ici d’ouvrir une courte parenthèse sur l’importance que revêt pour 


nous l’extension de la couverture du Fonds d’indemnisation des services financiers pour 


compenser les épargnants victimes de fraudes, de malversations et de manoeuvres dolosives 


provenant des gestionnaires de fonds et des représentants en valeurs mobilières dont les primes 


seraient à la charge de l’industrie. 


 


 Ces précisions étant apportées quant au contenu de la fiche,  nous aborderons maintenant 


la question de la stratégie de livraison, élément crucial pour qu’une telle fiche puisse atteindre 


son objectif.  Sous ce chapitre, nous formulerons nos recommandations en répondant aux diverses 
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questions évoquées  dans votre document de consultation intitulé « Cadre proposé 81-406. 


Information au moment de la souscription des organismes de placement collectif et des fonds 


distincts» publié le 15 juin dernier. 


 


2.1 Si vous souscrivez des titres d’un fonds dans lequel vous avez déjà investi, nous 


sommes conscients que vous aurez déjà reçu la fiche de renseignements.  Devrions-


nous prévoir une dispense de l’obligation de livraison de la fiche de renseignements 


pour tous les achats de titres d’un fonds dans lequel vous avez déjà investi ou 


seulement pendant une certaine période après le dernier achat ?  Si la dispense ne 


devait s’appliquer qu’à une certaine période, qu’est-ce qui serait une période 


raisonnable ? 


 


Nous croyons qu’ une telle fiche devrait être remise en tout temps à l’investisseur avant toute 


décision d’achat, ce dernier ayant le loisir de décider du temps qu’il consacrera à sa lecture ou 


à en discuter avec son représentant en épargne collective. Aucune dispense d’obligation de 


livraison du document ne devait être prévue.  Nous tenons ici à préciser que, pour nous et nos 


membres, une telle fiche n’a peu d’utilité si elle est transmise après la décision d’investir et que, 


de plus, il est important qu’elle soit transmise au moins deux jours avant la décision d’investir, 


allouant ainsi un temps de recul à l’investisseur pour bien apprécier toutes les informations 


transmises.  En outre, nous formulons la recommandation que la fiche devrait comporter un 


espace où le consommateur confirmerait par sa signature (électroniquement si applicable) qu’il 


a pris connaissance de la fiche et qu’il en saisit bien le contenu.  Une telle signature aura pour 


impact de sensibiliser le consommateur à l’importance du contenu de la fiche pour sa prise de 


décision, à l’inciter à poser des questions à son représentant s’il n’en saisit pas la portée et à le 
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responsabiliser en regard de ses obligations et devoirs. Cette obligation de signature aurait 


également pour effet d’assurer sa livraison selon les modalités prévues.  En conséquence,  le 


code de déontologie des représentants devrait être ajusté afin de tenir compte de cette obligation 


de livraison et d’explication de son contenu à l’investisseur. 


 


2.2  Si vous souscrivez des titres d’un fonds dans le cadre d’un régime de prélèvement 


automatique, vous recevrez la fiche de renseignements seulement au moment de l’achat 


initial.  Toutefois, les renseignements figurant sur la fiche de renseignements  


changeront au fil du temps, ce qui pourrait influencer votre décision de continuer de 


souscrire des titres du fonds.  Souhaiteriez-vous recevoir la fiche de renseignements 


mise à jour ? Si tel est le cas, à quelle fréquence voudriez-vous recevoir les mises à 


jour ? 


 


Nous prenons la position qu’un tel document devrait être remis ou transmis à l’investisseur 


à toutes les mises à jour.  C’est à ce dernier de décider de son utilisation. Une telle information 


devrait être également déposée au site Web de la société de gestion et/ou du fonds 


d’investissement. 


 


2.3 :  Les autres documents d’information que vous pouvez choisir de recevoir, comme les 


rapports annuels des fonds, vous fournissent-ils suffisamment de renseignements pour 


vous permettre de prendre une décision concernant la souscription de titres 


supplémentaires ? 
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Une revue de ces documents nous amène à conclure que, vu la somme d’informations qui s’y 


retrouvent, il est difficile, dans un temps relativement raisonnable, de trouver toute l’information 


recherchée : 


• Rendements  


• Changements importants depuis le dernier rapport ; 


• Modification aux frais d’administration ; 


• Risques 


• Changements à la gouvernance de la société de gestion et aux autres changements dans 


les modalités d’organisation. 


 


Ces documents doivent faire l’objet d’un sommaire exécutif résumant les principaux 


changements depuis la dernière émission d’un rapport.  De plus, nous recommandons, pour tous 


les changements importants, qu’un avis écrit soit transmis à l’investisseur l’informant de la 


nouvelle situation et lui donnant le droit de retirer son argent sans qu’aucun droit de sortie ne 


soit imputée dans les 90 jours suivant l’envoi de l’avis. 


 


2.4. Les modes de livraison proposés donnent-ils aux investisseurs et aux participants du 


secteur la souplesse nécessaire pour prendre des décisions de placement et les 


exécuter en temps opportun ? Devrions-nous envisager d’autres modes de livraison 


qui seraient compatibles avec notre objectif de fournir aux investisseurs de 


l’information avant le moment de la souscription ou à ce moment ? 
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Nous appuyons les modes de livraison préconisés en insistant sur l’importance d’exclure toute 


possibilité de livraison du contenu de la fiche de vive voix par le représentant parce que, comme 


vous, nous doutons que les investisseurs puissent recevoir et comprendre concrètement par 


téléphone ou simple discussion avec le représentant sans document d’appui tous les 


renseignements figurant sur la fiche de renseignements.  Le MÉDAC estime qu’ il est crucial que 


l’investisseur comprenne bien la nature particulière d’un tel placement et seul un document 


concis, soulevant les enjeux d’un tel placement et rédigé en langage simple peut atteindre cet 


objectif assorti ou non des conseils d’un représentant compétent et indépendant. 


 


De plus, compte tenu de l’importance d’un tel achat pour plusieurs investisseurs, certains y 


investissant une partie importante de leur économie et étant donné la complexité de l’information 


à apprécier par l’investisseur moyen ( rendement, taux de risque de l’investissement, frais de 


gestion et d’administration), nous ne croyons pas que le délai de réflexion de deux jours lorsque 


l’investisseur donne l’instruction au courtier ou à l’assureur d’acheter des titres de l’OPC ou du 


fonds distincts soit suffisant.  Nous sommes d’avis qu’un délai de cinq jours est davantage 


approprié. 


 


2.5 :  Si votre conseiller n’avait pas la fiche de renseignements à sa disposition dans 


l’immédiat, seriez-vous prêt à attendre de la recevoir avant de conclure votre achat ?  


Si vous deviez attendre, serait-il probable que vous choisissiez d’investir dans des 


instruments autres que des titres d’OPC ou de fonds distincts ? 


 


L’achat d’un fonds n’est pas comme l’achat d’un titre. C’est un ensemble de titres qui est acheté, 


donc la question du « timing» est beaucoup moins importante.  Il est important que l’investisseur 
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reçoive la fiche de renseignements avant tout achat.  À cet égard, nous ne pouvons que souscrire, 


dans le cadre des organismes de placement collectif, à la possibilité qui sera offerte à 


l’investisseur d’annuler leur achat à tout moment s’il ne reçoit pas la fiche de renseignements 


avant le moment de la souscription. D’autre part, nous croyons que les autorités de 


réglementation doivent développer l’approche nécessaire pour que l’investisseur au sein d’un 


fonds distinct jouisse d’une protection identique advenant que l’assureur omette de remettre la 


fiche.  Nous croyons que l’investisseur doit jouir du même droit d’annuler son achat.  La 


possibilité de pouvoir porter plainte auprès de l’autorité réglementaire provinciale advenant 


l’omission de livrer la fiche nous apparaît nettement insuffisante. 


 


2. 6  À quelle fréquence voulez-vous que les fiches de renseignements soient mises à jour ?  


Un document qui contiendrait des renseignements sur les placements et le rendement 


datant d’au plus six mois répondrait-il à vos besoins ? 


 


Nous croyons que de telles fiches de renseignements devraient être mises à jour à tous les 


changements importants (Règlement 81-102, 5.1) et au moins une fois à tous les six mois.  


 


3. CONCLUSION 


 


Cette initiative visant à fournir tous les renseignements clés au consommateur avant la 


prise de décision se devra d’être appuyée par une campagne d’information des autorités de 


réglementation auprès des investisseurs afin de les renseigner quant à l’existence de ce nouvel 


outil, à l’importance de l’information qu’il renferme et à l’obligation du « vendeur» de leur 


remettre ce document selon les modalités de livraison prévues.   
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En outre, compte tenu de plus qu’il pourra être remis ou transmis en même temps que des 


documents publicitaires, il est important  de prévoir une annotation de la fiche stipulant que celle-


ci renferme de l’information que le client doit absolument avoir en main et consulter avant de 


prendre sa décision d’investir. 


 


Nous conclurons ce document en présentant un résumé de nos recommandations au 


nombre de treize (13): 


• Certification de la saine gestion en regard des conflits d’intérêts avec référence au rapport 


du comité d’examen indépendant ( modalité d’obtention du rapport du comité) ; 


• Ajout d’une nouvelle rubrique dans la fiche de renseignements afin de renseigner 


l’investisseur sur la protection offerte par la Société d’assurance-dépôt du Canada 


(SADC), le Fonds d’indemnisation des produits financiers et autres possibilités 


d’indemnisation ; 


• Élargissement de la couverture du Fonds d’indemnisation des services financiers pour 


compenser les épargnants victimes de fraudes, de malversations et de manoeuvres 


dolosives provenant des gestionnaires de fonds et des représentants en valeurs 


mobilières ; 


• Remise de la fiche en tout temps avant toute décision d’investir et ce, deux jours avant la 


décision d’investir ; 


• Signature de l’investisseur confirmant qu’il a reçu la fiche et qu’il en saisit la portée ; 


• Amendement du code de déontologie du représentant l’obligeant à remettre la fiche et à 


l’expliquer ; 
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• Exclusion de toute possibilité de livrer le contenu de la fiche de vive voix ; 


• Prolongement du délai de réflexion de deux à cinq jours ; 


• Possibilité pour linvestisseur d’annuler son achat comme pour les fonds communs de 


placement, advenant la non remise de la fiche de renseignements dans le cas des fonds 


distincts ; 


• Mise à jour de la fiche à tous les six mois et avant dans l’éventualité de changements 


importants pouvant influencer la décision d’investir ; 


• Transmission d’un avis écrit pour tout changement important avec possibilité pour ce 


dernier de retirer son investissement dans les 90 jours suivant l’envoi de l’avis ; 


• Campagne d’information des autorités réglementaires afin d’informer l’investisseur de 


l’existence de la fiche et de son importance pour prendre une décision éclairée ; 


• Annotation de la fiche pour préciser son caractère informatif et non publicitaire ou 


promotionnel. 
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Head Office 
100, avenue des Commandeurs 
Lévis, Quebec G6V 7N5 
418-835-8444 – 1-866-835-8444 / Fax: 418-833-5873 
www.desjardins.com 


 


                                             


Desjardins       Member of the   Member of the 


Fédération des caisses     International Association  International Confederation 
du Québec       of Cooperative Banks  of Popular Banks 
 
 
October 15, 2007  
 
Neil Mohindra 
Acting Policy Manager  
Joint Forum Project Office 
Joint Forum of Financial Market Regulators 
5160 Yonge St. 
Box 85, 17th Floor 
Toronto, ON 
M2N 6L9 
 
Re: Comments by Mouvement des caisses Desjardins on Proposed Framework 81-406, Point 


of Sale Disclosure for Mutual Funds and Segregated Funds 


 
Dear Mr. Mohindra: 
 
Mouvement des caisses Desjardins (MCD) would like to start by pointing out that it is in favour of 
Proposed Framework 81-406 (Framework) as it feels this Framework will improve the dialogue 
between potential subscribers of mutual funds (MF) and of individual variable insurance contracts 
(IVIC, commonly called segregated funds), and their representatives as they will have a better 
understanding of the nature of the products. This will inevitably lead to more informed decisions and 
greater satisfaction on the part of investors with regard to mutual funds and IVICs manufactured and/or 
distributed by MCD and its components1. 
 
At MCD, we feel that possibly introducing new information requirements could even help to bolster the 
industry’s performance, which would benefit investors. However, to achieve this goal, the Framework 
would need to be more flexible since, as currently drafted, it is so rigid that it risks annoying investors 
and the industry alike. 
 
The MCD approach is based on a desire to strike the right balance between industry and investor 
interests. The following presentation is divided into two parts: the first focuses on the Framework’s 
mutual fund section, and the second on the IVIC sector. In both cases, our goal has been to find the best 
solutions. 
 


 
1 La Fédération des caisses Desjardins du Québec, Desjardins Financial Services Firm Inc., Northwest Mutual Funds Inc., 
Desjardins Financial Security Life Assurance Company, Desjardins Financial Security Investments Inc., and Desjardins 
Securities. 
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POINT OF SALE DISCLOSURE FOR MUTUAL FUNDS 
 
Fédération des caisses Desjardins du Québec (the Federation) manufactures two families of mutual 
funds – the Desjardins Funds and the Northwest Funds – which we offer our members and clients 
through a prospectus. 
 
The Desjardins family of funds is currently comprised of 31 mutual funds totalling $12 billion. The 
Federation is a management company and the sponsor of the Desjardins Funds, which are sold mainly 
through the MCD network. No fees are charged when buying the Desjardins Funds. 
 
The Northwest family of funds has 19 mutual funds, including 5 portfolios (soon to be 37 mutual 
funds, including 13 portfolios), with assets currently amounting to nearly $3 billion. Northwest Mutual 
Funds Inc., a subsidiary of the Federation, is the management company and sponsor for the Northwest 
Funds. These funds are distributed across Canada mainly through securities dealers. Service charges 
apply based on the class of securities and purchase option chosen by the investor. 
 
As mentioned above, the Federation supports the Joint Forum’s proposal to produce a maximum two-
page Fund Facts sheet written in simple, accessible language, and providing key fund information in 
the most standardized format possible to facilitate comparison. 
 
However, we believe that the Framework could be made more flexible so as not to adversely affect the 
mutual funds market to the detriment of investors and industry, and to the benefit of other competitive, 
less regulated and often riskier financial products, such as stocks. 
 
Thus, we are including herein our comments on the Fund Facts, its delivery and filing. We have 
expressed certain concerns we share with other industry players, and proposed certain changes to the 
consultation paper. 
 
□ Fund Facts Content 
 
As mentioned above, we agree that the Funds Facts should be written in simple, accessible language 
and, whenever possible, in a standardized format for easy comparison by investors. 
 
However, we feel that the following should be taken into account and the corresponding changes made 
as concerns the draft Fund Facts attached to the Framework: 
 


 







3 


 
• For most funds, distributions are not paid on set dates, but vary according to the distribution 


schedule and type (income or capital gains). Besides the type of distribution, only its frequency 
(annual, semi-annual, quarterly or monthly), preceded by the term “usually”, to emphasize that 
distribution is not mandatory, should be indicated. Distribution only occurs if the fund has 
something to distribute and the management company feels that it is appropriate to do so; 
 


• Under the heading “Quick Facts”, we feel that the end of the fund’s financial year should be 
indicated; 


 
• If the Fund Facts must contain the top ten portfolio investments and their mix, there should be a note 


as to their rollover and a warning that the investments appearing on this list may no longer be 
included in the portfolio when subscribed or purchased; 
 


• In its current form, the Fund Facts is missing some important information, such as the tax 
consequences of investing in the fund, the geographical allocation of the fund’s portfolio for certain 
specialty funds instead of allocation by sector of activity, as well as explanations on the 
management expense ratio. This information should be available; 
 


• We feel that information on fund performance with any comparison is less useful; 
 


• In our opinion, the current information in the draft Fund Facts on service charges and advisor 
payment should be adjusted. In this respect, we suggest the following: 
 
- These items, and the way you approach them, are too complex to be dealt with properly on a 


single page; 
 
- For example, the information on deferred sales charges is incomplete. Charges for substitutions 


should be specified. Moreover, the complexity of the different purchase options with deferred 
sales charges should be noted, and the possibilities of redeeming without paying deferred sales 
charges should be explained; 


 
- As concerns the sales charges, the Fund Facts should merely indicate whether or not the fund is 


subject to sales charges and, if so, simply mention the different investor options, namely initial 
sales charges and/or deferred sales charges, reminding investors, as in the draft submitted, to 
consult their advisor or the prospectus for a more detailed explanation of these charges; 
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- How the advisor gets paid is not an essential part of the fund. It is determined by the dealer 


based on internal practices. It is up to the dealer to disclose this information and not the 
management company, especially since these practices vary from dealer to dealer; 


 
- Just the payment or compensation the management company pays dealers for their participation 


in investing the fund’s securities needs to be mentioned in the Fund Facts. Also, given the 
different forms this payment can take, investors should be advised to consult with their dealer 
for further information on advisor payment; 


 
- We have difficulty understanding the goal of asking the investor to check the sales charge 


option chosen since the Fund Facts is not an account application form. This request should be 
deleted as it may lead to confusion and misunderstanding if there is a discrepancy between the 
box checked on the account application form and the one checked on the Fund Facts. 


 
- We noticed a few errors under the heading “How does my advisor get paid?”. For example, it is 


incorrect to state that “commissions are part of the fund’s annual expenses.” It is the 
management company, and not the fund, that covers the commissions the fund pays to dealers 
for their participation in investing the fund’s securities, whether in the form of commissions 
when the fund is bought or trailing commissions. Other forms of payment for trailing 
commissions would be in breach of section 3.2 of Regulation 81-105. Moreover, the 
commissions the fund pays to dealers on portfolio investment transactions are part of the fund’s 
annual expenses. 


 
• Under the heading “For more information” at the bottom of the second page of the Fund Fact, the 


investor should be referred not only to the prospectus, but also to the financial statements and 
management reports for information on fund performance. 


 
□ New Methods of Delivery 
 
 a) Time of Delivery 
 


√ Initial purchase: We agree that the Fund Facts should be delivered and presented 
before or at the point of sale when making an initial purchase from the dealer. 


 
 In all other cases, once the requirements for knowing the client are met, especially when 


the initial purchase is made at the investor’s home or over the phone, it should be 
possible to deliver the Fund Facts after the point of sale. It could be sent with the 
confirmation notice, with the understanding that the two-day cooling-off period should 
run from the date the Fund Facts is delivered to the investor. This would prevent 
penalizing the investor who, without this, would have to wait until the Fund Facts is 
received before the order is filled. 
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√ Subsequent purchases: With all due respect for the Joint Forum’s point of view, and 


convinced that the investor would also agree, we feel that the Fund Facts should only be 
delivered in the following cases: 


 
 - requested by the investor; 
 - the Fund Facts has been changed. 
 
 With respect to subsequent purchases, the Joint Forum should take into account the fact 


that the representative has already taken the compulsory steps, i.e., he has prepared the 
investor profile under the “know your client” principle. This is a fundamental principle 
that should always be considered when giving advice. We fear that the requirement to 
deliver the Fund Facts prior to a subsequent purchase would result in this process, the 
representative and even the regulatory authorities being discredited. This requirement 
would inevitably lead to great dissatisfaction and the added value would go unnoticed. 


 
 As an alternative solution, we feel that the Fund Facts could be delivered with the 


confirmation notice for the transaction in order to once again avoid penalizing the 
investor who, without it, would have to wait to receive the Fund Facts before the order is 
filled. In the opinion of MCD, the Joint Forum should allow the investor to enter the 
market at the time chosen for subsequent purchases. 


 
√ Switches, except for switches under asset allocation services:  This case should be 


treated like the previous one, depending on whether the purchase in the switched fund is 
an initial purchase or a subsequent purchase. 


 
√ Switches under asset allocation services, pre-authorized payment plans, and 


distribution reinvestment: We agree that the Fund Facts should be issued, but only at 
the request of the fund securities holder. 


 
 b) Methods of Delivery 
 


We basically agree with the methods of delivery proposed. However, filling an 
investor’s order must never be suspended while waiting for the Fund Facts to be 
delivered, in particular for the following reasons: 


 
 √ When the representative meets with the client at the latter’s home, the representative  


 quite often will not have the specific Fund Facts on hand for the investor due to the large 
quantity of Fund Facts the representative would have to carry around; 


 
√ We must keep in mind that 50% of funds are sold in the securities dealer network. If 


filling the investor’s order had to be suspended while waiting for the Fund Facts to be 
delivered, we fear that, in addition to upsetting the investor, this would encourage less 
meticulous dealers to direct their clients to other competitive financial products that are 
easier to offer because they are subject to less stringent regulations. 
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√ Furthermore, due to the growing number of documents to be delivered before or at the 


point of sale, we are particularly concerned about: 
 
 - risks of errors when delivering the relevant Fund Facts; and 
 


- the implementation of efficient monitoring measures to ensure compliance with 
these new regulatory requirements, which would inevitably result in higher costs. 


 
These are two more reasons why we fear that certain dealers would drop investment 
funds and encourage their clients to choose other competitive financial products subject 
to fewer regulatory restrictions. 


  
Other methods of delivery should be considered. A large number of dealers and institutions 
record their staff’s telephone conversations with clients. Therefore, presenting the Fund Facts 
over the telephone should be considered a valid method of delivery. 


 
□ New right of withdrawal and rescission 
 
We agree with the two-day cooling-off period, but only on initial purchases or, for subsequent 
purchases, when the Fund Facts has been amended. 
 
Since under certain circumstances the Fund Facts must be delivered after the point of sale (see our 
comments above on time of delivery), it is our opinion that the cooling-off period should begin when 
the Fund Facts is delivered to the investor and not from the time of purchase. 
 
We agree that a written notice should be delivered to exercise the right of withdrawal and rescission, as 
well as for the amounts we expect to pay the investor exercising this right, i.e., the lower of the 
purchase price or the proceeds paid out by the fund on redemption of the securities. However, the 
regulation to be adopted should be more specific on the procedure to be followed in the event the right 
of withdrawal and rescission is exercised. It should specify in particular that exercising a right of 
withdrawal and rescission is equivalent to requesting a redemption, which must be done within the time 
frames prescribed by the regulations. Without that, we might find ourselves in a position where we are 
required to give the investor the value of the securities on the date of cancellation, when we have not 
had the opportunity to proceed with the redemption. 
 
We agree with the proposed right for investors who have not been delivered a Fund Facts, subject to 
this right expiring two business days following any subsequent delivery of the Fund Facts. 
 
We agree with the Fund Facts being incorporating by reference into the prospectus and with the 
investor’s right for misrepresentation. 
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• Regulatory requirements for preparing and filing the fund summary document 
 
 - Different classes or series of securities in the same fund: In our opinion, to the extent 


possible (in compliance with the two-page Fund Facts limitation, and a Flesch-Kincaid grade 
level of 5.0), the different classes or series of securities offered by a fund should be presented in 
the same Fact Funds or, at the management company’s discretion, be presented as one series or 
class per Fund Facts, specifying on each sheet that other series or classes exist for the same 
fund. For most funds, the main characteristics between the different classes of securities can be 
briefly described in a few lines. In this case, as concerns information on performance, instead of 
presenting them for each class on the same sheet, the performance for the class with the highest 
management expense ratio, usually class A securities, could be presented, taking care to 
properly specify the class or series of securities to which the performance indicated refers. 


 
 - Filing requirements: We agree that the Fund Facts must be filed. It should actually be done at 


the same time as the annual financial statements and annual management reports of fund 
performance, and not at the same time as the prospectus. Since the date the prospectus is filed is 
not necessarily the same date for filing information documents, the Fund Facts might need to be 
updated less than a month after the prospectus is filed. We also feel that information on fund 
performance and on the top portfolio investments should be the same as what appears in 
management reports of fund performance. 


 
  We further understand that neither the Fund Facts, nor a review of the Fund Facts will require a 


receipt to be issued prior to use, since this is not the case either with financial statements or 
management reports on fund performance. This seems to us all the more appropriate since most 
information to be included in the Fund Facts is taken from the prospectus, for which receipts are 
issued, and from information documents. 


 
  We agree that a Fund Facts review must be filed. This review should be done at the same time 


as the interim financial statements and interim management reports on fund performance, i.e., 
once every six months and, for those producers who so wish, at most quarterly. In the event of 
material changes affecting the Fund Facts content, the review should be filed with the 
prospectus change, or with the prospectus renewal, if the material change occurs at that time. 


 
 - Regulatory review: We agree with the review process to the extent that neither the Fund Facts 


nor its reviews require receipting. We understand that only the prospectus and its changes 
require receipting, and that a receipt is only issued if the Fund Facts, like the other documents 
incorporated by reference, is in conformity. 
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- Meeting delivery requirements: We understand and accept that delivering other explanatory, 


promotional or other documents before the point of sale cannot replace the Fund Facts. 
Presentation of the Fund Facts should only be required for the initial purchase, and for a 
subsequent purchase when the Fund Facts has been changed. 


 
- Changes to current delivery requirements: We agree with the changes proposed, namely that 


dealers fulfill their delivery requirement for the prospectus by delivering the Fund Facts. The 
prospectus is delivered to investors only on request. 


 
POINT OF SALE DISCLOSURE FOR SEGREGATED FUNDS 


 
Desjardins Financial Security, Life Insurance Company (DFS) is a life insurance company incorporated 
under the Act respecting insurance (Quebec). It manufactures individual variable insurance contracts, 
which are offered in all provinces of Canada. As of September, 30, 2007, these contracts represented 
more than $730,000,000 in managed assets. 
 
Buying shares or units of mutual funds is very different from buying those of IVICs. The information 
delivered to clients at the point of purchase for each of these products must take into account their 
specific features and, therefore, be consistent, albeit not 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.  


 







9 


 
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: 
 
• Maturity and death benefit guarantees (minimum of 75% of premiums paid). Life 
insurance companies must retain adequate actuarial reserves to fund these guarantees. 
 
• 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. 
 
• The contract holder can designate a beneficiary in the event of death, since this contract 
is a life insurance contract. 
 
• 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. 
 
• The right to transfer, with no fees, the amounts invested in a fund to another fund under 
the contract. 
 
• 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. 
 
• 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: 
 
• An 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. 
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• 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. 
 
• Fees and expenses related to the sales effort, including management fees, expenses, 
other fees and “trailer” fees. 
 
• Restrictions, risk factors and material investments in other companies. 
 
• Financial statements of the funds, financial highlights and fund performance data. 
 
• 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”), which contains information about the fund chosen and other funds available.  
Then, the client receives a trading confirmation by mail indicating the contract type purchased, funds 
selected and trading 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 in compliance with the terms and 
conditions of their contract. 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. 
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□ Proposal for Improving the Framework for the IVIC sector 
 
Desjardins Financial Security has also submitted a report as part of this consultation. Please refer to it 
for further details on the arguments put forward to improve the Framework. 
 
In summary, Desjardins Financial Security: 
 
• Supports the Joint Forum initiative aimed at improving the information delivered to 
clients. 
 
• Requests the Joint Forum take into consideration the specificity of the products offered 
by life insurance companies, namely IVICs. 
 
• 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. 
 
• Is in favour of principles-based regulations. 
 
• Supports the disclosure format suggested by the CLHIA 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. 
 
• 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. 
 
• 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. 
 
• For all subsequent transactions, sends 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. 
 
• Asks the Joint Forum to take into consideration the rights provided for under the contracts 
currently in force. 
 
• Suggests 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. 
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• Believes 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 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. 
 
• Assures the Joint Forum of its full cooperation, trusting that the observations and comments made 
herein will be taken into consideration. 
 
Conclusion 
In closing, we reiterate that Mouvement des caisses Desjardins is in favour of the possible 
implementation of Framework 81-406; however, to meet this goal, the Joint Forum must make it more 
flexible. The Joint Forum will have to reflect over the coming weeks on the actual added value of the 
requirements it intends to propose to the government authorities. It must also be sure to create an 
environment in which the products offered to investors are more adapted to their profile and needs than 
to a somewhat complex regulation. 
 
Sincerely, 
[signed] 
Yves Morency 
Vice-President, Government Relations 
Mouvement des caisses Desjardins 
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October 15, 2007 
 
Neil Mohindra 
Acting Policy Manager 
Joint Forum Project Office 
5160 Yonge Street 
Box 85, 17th floor 
North York, ON 
N2N 6L9 
E-mail: jointforum@fsco.gov.on.ca
 
Dear: Sirs/Mesdames: 
 
Re: Proposed Framework 81-406 Point of Sale Disclosure for Mutual Funds and 


Segregated Funds  - Public Comment 
 
The Mutual Fund Dealers Association of Canada (“MFDA”) is the national self-regulatory 
organization (“SRO”) for mutual fund dealers. We are writing in response to your invitation to 
provide comments on proposed Framework 81-406 Point of Sale Disclosure for Mutual Funds 
and Segregated Funds (“81-406”) published by the Joint Forum of Financial Market Regulators 
(“Joint Forum”) on June 15, 2007. 
 
As a national SRO, the MFDA fully supports the efforts of the Joint Forum in seeking to develop 
clear and concise point of sale disclosure for mutual funds and segregated funds.  We believe 
that, for the most part, proposed 81-406 adopts an approach to point of sale disclosure that is fair 
and reasonable for both investors and industry participants.  We do, however, have some 
practical concerns and additional areas for your consideration and these are set out in our 
comments below. 
 
Delivery of the Fund Facts Document  
 
Currently, as recognized by proposed 81-406, sales of mutual fund units are made in person, by 
telephone and via the internet.  In our view, delivery of the Fund Facts document should not 
impede the ability of investors to make purchases and execute trades promptly in each of these 
circumstances.  As you are aware, a very significant number of mutual fund sales are made by 
telephone.  For sales made by telephone, proposed 81-406 contemplates delivery of the Fund 
Facts document either by hand, fax, mail or electronically, before point of sale or by fax or 
electronically, at point of sale.  With respect to the delivery options available at point of sale for 
sales made by telephone (by fax or electronically), we have two concerns.  First, we note that not 
all investors who purchase mutual fund units by telephone will be able or want to receive the 
Fund Facts document electronically or by fax.  Second, investors should be able to make their 
purchases by telephone and execute their trades at the same time (i.e. not have to wait until they 
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receive the Fund Facts document) as it is, in our view, neither reasonable nor practical to require 
investors who are purchasing mutual fund units by telephone, to have to wait until they receive 
this document in the mail to execute their trades. Accordingly, we believe that the methods of 
delivery for sales made by telephone should include an option that would allow investors to elect 
to receive the Fund Facts document by mail after they make the purchase by telephone.  As a 
practical matter, we believe that the Fund Facts document would be sent to the investor along 
with their trade confirmation.     
 
We think that this approach is more in accord with the reality of how a substantial percentage of 
mutual fund sales are made by telephone. 
 
Requirement to Deliver the Fund Facts Document on Subsequent Purchases 
 
We believe that the requirement to deliver the Fund Facts document on subsequent purchases is 
reasonable.  However, we think that it would be appropriate to amend this requirement so that 
delivery on a subsequent purchase is not required if the investor has received the Fund Facts 
document in the past six months and there have been no material changes to the document during 
this period of time. 
 
 


.      .      . 
 
 
 
We would be pleased to discuss our comments with you and provide such further particulars as 
might be helpful in your work going forward. 
 
Thank you, in advance, for considering our comments. 
 
Yours truly,  


 
Paige L. Ward 
Director of Policy & Regulatory Affairs 
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October 15, 2007 
 
 
 
 
Mr. Neil Mohindra 
Acting Policy Manager  
Joint Forum Project Office 
5160 Yonge St.  
Box 85, 17th Floor  
North York, Ontario  M2N 6L9 
 
 
Dear Mr. Mohindra, 
 
 
Re: National Bank of Canada’s comments on Proposed Framework 81-406, Point of Sale 


Disclosure for Mutual Funds and Segregated Funds 
 
 
National Bank wishes to thank the Joint Forum of Financial Market Regulators for this opportunity 
to comment on the draft of Proposed Framework 81-406, Point of Sale Disclosure for Mutual 
Funds and Segregated Funds (hereafter the Proposed Framework). 
 
As an active participant in discussions about the evolution of financial services in Canada, and 
because of its leading role in the industry, National Bank is well placed to measure the impacts of 
the Proposed Framework on current practices. 
 
National Bank applauds the efforts of regulatory authorities to improve the quality of information 
given to Canadian investors, and fully supports the process that has been put forward.  
 
However, we would like to make a few comments that are basically directed at improving certain 
aspects of the Proposed Framework and preventing the undesirable effects that could result from 
its application if it were adopted in its present form. 
 
 
Comments for Improving Proposed Framework 81-406 
 
 


1. Delivering the Fund Facts 
 


1.1 Time of delivery 
 
The Proposed Framework stipulates that the Fund Facts should be delivered to 
investors making initial purchases, subsequent purchases or switches involving 
mutual funds or segregated funds.  
 







To better meet investor expectations, we think it would be preferable to let investors 
choose whether or not they want to receive the Fund Facts. Notwithstanding this 
privilege, the representative could be required to remind them, before completing the 
transaction, of the existence of the Fund Facts and their right to receive a copy if 
they wish. 
 
For most seasoned investors, systematically giving them a Fund Facts would be an 
unnecessary administrative formality whose main effect would be to make the 
process of purchasing mutual funds or segregated funds more cumbersome. 
 
National Bank therefore considers that delivering a Fund Facts for each subsequent 
purchase is not justified. 
 
 
 
Guiding principle  
Striving for an effective framework  
 
National Bank considers that it is in the interest of industry players to take into 
account investors’ ability to make responsible decisions and to respect their desire to 
freely choose what is suitable for them from among the measures put in place to 
ensure their financial security. Furthermore, it seems useful to us to emphasize the 
importance of moving toward greater flexibility in regulation and lightening the 
administrative workload whenever possible. 
 
 


 
 
1.2 Methods of delivery 
 
The Proposed Framework stipulates that a Fund Facts should be delivered to each 
investor by hand, by fax, by mail or electronically. 
 
 


1.2.1 Sale in person 
 
For branch representatives, delivery of the Fund Facts in person would be a 
major challenge from the standpoint of supply. Thousands of funds are currently 
offered in a variety of categories, in different series and from multiple 
manufacturers. 
 
Moreover, for representatives who meet with clients in their homes, delivering 
Fund Facts by hand means that they would have to carry around a considerable 
mass of documents. As a result, in order to be more efficient or economical, a 
representative might possibly pre-select the funds likely to meet the client’s 
requirements before meeting with him. Consequently, having to deliver the Fund 
Facts by hand would end up limiting the choices open to the client, which goes 
against the authorities’ intentions, which are rather to provide as much 
information as possible so that the investor can make an informed decision. 
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National Bank considers that the Internet and mobile communication tools should 
be put to good use. For clients who come to the branch or have Internet access 
at home, making the information available would not present any major 
difficulties. For clients without Internet access at home, the representative’s 
laptop could be used during the visit as a vehicle for the Fund Facts. That being 
said, the prospect of keeping all the necessary Fund Facts up to date and storing 
them on a laptop also strikes us as problematic. 
 


 
 
 
Guiding principle  
Toward a more responsible use of resources 
 
It is in the interest of financial services industry players to take into consideration 
changes in society’s values concerning the environment, and query the relevance 
of concentrating on paper as the vehicle for the Fund Facts as well as the impact 
of polluting products such as those contained in printer ink. 
 
 


 
 


 
1.2.2 Sales by telephone 


 
According to the Proposed Framework, telephone sales would require the Fund 
Facts to be sent to the client by fax or electronically at the point of sale. 


 
The obligation to deliver the Fund Facts by fax or electronically could discourage 
clients from completing a transaction by telephone. For one thing, a portion of 
the population does not have a fax machine or Internet access. For another, this 
requirement would make it considerably more cumbersome to purchase mutual 
funds or segregated funds. 
 
In addition, it would mean having to make two calls for each client in order to 
satisfy the regulatory requirements. The first call would be to analyze the client’s 
needs, offer advice and inform him that he would be sent a copy of the Fund 
Facts. A second call would then be required to explain the Fund Facts and carry 
out the transaction.  
 
These new administrative and operational constraints would have a significant 
impact on our call centres and a negative effect on this distribution method, 
which has been very popular with investors in recent years.  


 
National Bank also considers it important to take clients’ requirements into 
account. Many clients, when they call their representative or investment advisor, 
already have a specific idea of the financial product they want to buy. They 
expect their representative or advisor to be efficient and complete the transaction 
as quickly as possible. Because of the constraints we have mentioned, the 
proposed measures are unlikely to give them satisfaction. 
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Finally, the obligation to deliver the Fund Facts by fax or electronically would lead 
to a considerable increase in switches between financial products. The number of 
mutual fund and segregated fund units traded by telephone or on the Internet is 
constantly growing. Imposing a waiting period in the investment funds sector 
that does not exist for transactions involving other categories of securities would 
obviously create an advantage to switch to these other securities. As a result, 
many investors could end up purchasing financial products that are not as well 
suited to their investor profile. 
 
In National Bank’s opinion, when a sale is made by telephone, clients could be 
informed of the existence of the Fund Facts, be invited to receive a copy if they 
wish; be authorized to take note of its content by reading it on the Bank’s 
website; or be authorized to take note of its content orally, through the 
representative. A copy of the Fund Facts could also be sent to them by mail, as 
applicable, when the sale takes place. 
 
The rules in effect in the property and casualty insurance sector offer interesting 
possibilities in this regard, since they allow certain information to be first 
communicated orally. 
 
 
Guiding principle  
Information in action 
 
The methods used to make helpful information accessible to all investors must be 
balanced with investors’ desire to obtain satisfaction as quickly as possible.  
 
 
 
 
1.2.3 Sale on the Internet 
 
According to the Proposed Framework, clients could complete a transaction on 
the Internet if they make sure that they click the Fund Facts before submitting 
the purchase order. 


 
Although this measure involves technological modifications, the scope of which is 
difficult to determine, for both the representatives and the institutions concerned, 
National Bank considers that this approach is in keeping with clients’ new 
requirements and the general market trend.  
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Nonetheless, National Bank would encourage the authorities to allow sufficient 
time to bring technology infrastructures into line with the new regulatory 
requirements. It seems to us that the earliest that transactional sites could be 
revised and put back online would be during 2009. 


 
 
 


2. Investor Rights 
 


As mentioned earlier, National Bank thinks that the first right an investor should have 
is the right to waive receipt of a Fund Facts if he so wishes. Unfortunately, the 
Proposed Framework does not contain any provision giving him this right. 
 
At present, some dealers are exempted from the suitability obligation because clients 
do their own research before carrying out a transaction. Waiving receipt of the Fund 
Facts is therefore essential for this type of client. 


 
 
 


2.1 Amount received on exercising cooling-off right 
 


The Proposed Framework suggests that investors would get back the lesser of the 
amount of their initial investment and the value of the fund the day they exercise the 
cooling-off right.  
 
Exercising the cooling-off right would require substantial modifications from a 
logistical standpoint. It would no longer be a matter of reversing the transaction and 
reimbursing the client for the amount of the initial investment, but calculating a 
refund based on variables that are subject to dispute. 
 
 
 
2.2 Failure to deliver the Fund Facts  


 
According to the Proposed Framework, investors will be able to cancel their mutual 
fund purchase at any time if they do not receive the Fund Facts before or at the 
point of sale. 


 
Unfortunately, there is a very real risk that this provision could be used against the 
representative, investment advisor or fund manager. For example, if after a 
transaction is completed, a given market experiences a sudden decline, it would be 
easy for a client to exercise his cooling-off right under the pretext that he did not 
receive the Fund Facts. This provision would therefore obligate players to put 
sophisticated tools in place – which do not exist at this time – in order to keep strict 
tabs on the distribution of Fund Facts.  
 
This provision would also force dealers to keep a huge mass of information on hand 
indefinitely. Managing this information would be tedious and would not be beneficial 
to either party.  
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Guiding principle  
Accompany the investor rather than overprotect him 
 
The right to cancel a purchase “at any time” does not exist in any other financial 
service discipline or for any other financial product. If supervision of processes is 
desirable, it should not, however, lead to documenting each transaction carried out 
by either of the players concerned. An approach based on timely inspection of 
compliance with standards, rather than follow-up and systematic archiving of 
communications, is the best way to combine respect for industry obligations with the 
duties of investors. 
 
 


 
 
 


3. Regulatory Obligations  
 


3.1 Establishing of Fund Facts  
 


The Proposed Framework points out that investors want to be able to easily compare 
funds and obtain documents that are easy to read and understand.  


 
National Bank recognizes this need and fully supports this principle. However, we 
think that it is important that the information selected to help investors make a 
comparison be sufficiently complete. 
 
First, we think that the fund return on the front of the Fund Facts needs to be the 
subject of a comparison. This would lead to a better understanding of the relative 
performance of the fund being considered by the investor. In this regard, the 
benchmark indexes should be clearly identified, as well as the category to which the 
fund belongs. 
 
Next, the back of the Fund Facts appears particularly poorly suited for no-load funds. 
The section on sales charges should be structured differently, depending on whether 
or not the fund has fees. 
 
Finally, we do not think that the section on advisor compensation is suitable in its 
present form in the case of salaried employees. Wording that reflects this situation 
should be developed. 
 
For these reasons, we think that an industry committee should be formed to 
determine the optimal content for the Fund Facts. The technical aspects are 
numerous (just consider the investment mix on the front of the document in the case 
of a global asset allocation fund: should it be expressed according to asset class? 
Geography? Sector?). 
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4. Conclusion 
 
National Bank supports implementation of a system aimed at making clear and 
concise information available to mutual fund and segregated fund clients.  


 
We consider, however, that the implementation of Proposed Framework 81-406 in its 
entirety would have undesirable effects on professionals and institutions in the 
sector, as well as on investors themselves.  


 
First, the array of mutual funds and segregated funds offered to investors at the 
point of sale would be reduced. The choice would be limited as a direct result of the 
obligation to provide all up-to-date Fund Facts to the consumer before any 
transaction, a tedious task in some cases, notably during a sale in person.  


 
Second, implementation of a complex and elaborate system would cause distributors 
to limit their selection of products to those of a few manufacturers. Such a 
concentration would deal a harsh blow to small mutual fund dealers, and would 
deprive investors of the wide variety of offerings they currently enjoy. 
 
Third, numerous constraints and an overly rigid environment would inevitably lead to 
trade-offs between financial products. We would then see a migration from mutual 
fund and segregated fund investments to other products that might be less suited to 
the investor’s profile. Finally, the time periods set to implement the required systems 
seem difficult, if not impossible, to respect. 
 
However, as we have discussed in this comment letter, a series of adjustments 
would, in our opinion, mitigate the undesirable effects of the Proposed Framework. 
This would be the case of using an approach based more on timely inspection than 
on follow-up and systematic archiving of communications; maintaining investors’ 
freedom of choice in selecting the decision-making tools available to them; or again, 
increased use of the Internet or laptops as a vehicle for communication of the Fund 
Facts. 
 
We trust that you will find these comments useful. Please feel free to contact us if 
you wish to discuss them further. 
 
Yours very truly,  


 


 
 
 
 
Charles Guay 
Senior Vice-President – Mutual Funds 
National Bank of Canada 
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October 15, 2007   
 
 
Mr. Neil Mohindra 
Acting Policy Manger 
Joint Forum Project Office 
5160 Yonge Street 
Box 85, 17th floor 
North York, ON 
M2N 6L9 
 
 
Dear Mr. Mohindra 
 


Re:  Proposed Framework 81-406 Request for Comments 
 
We appreciate the opportunity to comment on the above-captioned proposal on Point of 
Sale disclosure for mutual funds and segregated funds. 
 
The Ombudsman for Banking Services and Investments (www.obsi.ca) is a national 
independent dispute resolution service available to customers of more than 650 banking 
services and investment firms who have been unable to resolve a complaint with their 
firm.   
 
Each year we see many complaints about the sales process for wealth management 
products, including mutual funds and segregated funds.  In that context, we offer our 
brief comments on the proposal. 
 


1. We strongly support a transparent sales process that would provide greater 
disclosure and product clarity to consumers. 


 
If there was one thread that runs through the majority of the complaints we see in our 
office, it is the poor quality and incomplete nature of the disclosure of vital 
information to investors.  Far too often we hear that investors did not have important 
facts about their investments.  Delivery of the document before the purchase will 
improve the possibility that the investor will be in a position to make an informed 
investment decision.   
 
We find the proposed Fund Facts far superior to the status quo for either mutual funds 
or segregated funds. 
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2. Disclosures must be in plain language and targeted at unsophisticated 


investors. 
 
Plain language is essential.  The vast majority of our clients are not sophisticated 
investors and they cannot comprehend the current prospectuses.  Our clients tell us 
that they want clear upfront disclosure of risk and sales charges.  A truly simplified 
“key facts” style document such as Fund Facts will help to meet these needs. 
 
3. The disclosure must be made on a timely basis. 
 
We believe timely disclosure of the Fund Facts is before a purchase.  While 
reasonable allowance should be made in the case of repeat purchases of the same 
fund, timely disclosure is the key opportunity to inform clients prior to important 
decisions about their retirement or investment assets.   With proper planning on the 
part of the advisor, there are very few occasions where the Fund Facts could not be 
delivered before or simultaneously with a call or meeting between advisor and client.   
  
4. The disclosure must be active, not passive. 
 
We note that in the delivery requirements that the Fund Facts are to be brought to the 
attention of the investor.  We believe that advisors should review the document with 
the investor to provide appropriate opportunities to ask questions and clarify 
understandings.  Based on our experience, we do not believe passive delivery is 
effective.   


 
We hope these comments are helpful in your consultation, and please do not hesitate to 
contact me if you have any questions or concerns. 
 
Yours sincerely, 
 


 
 
David Agnew 
Ombudsman 
 
 
 
 
 








 


 
 
Montréal, October 12, 2007 
 
 
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 
 


 
Re: Comments on “Proposed Framework 81-406, Point of Sale Disclosure for Mutual 


Funds and Segregated Funds” 
 
 
Dear Mr. Mohindra:  
 
 
Option consommateurs, founded in 1983, is a non-profit organization with a mission to 


promote and defend consumer rights and interests and ensure their respect. In addition to 


having a legal department, budget department and news agency, our organization also 


conducts research in the fields of agro-food, energy and financial services in order to 


develop an in-depth understanding of consumer needs and properly defend their rights.   


 


Our organization recently published the results of an inquiry1 into how “financial 


advisors” collect information from and send it to consumers.  This inquiry revealed 


significant gaps in the approach taken by the representatives included in our sample. The 


work currently being done by the regulatory authorities through the joint forum is 


therefore extremely relevant to our organization. 
                                                 
1 Harvey, Claire,  “Enquête : Conseillers financiers : La moitié échoue”, Protégez-Vous, October 2007. 







 


On September 24, four AMF [Autorité des marchés financiers] representatives visited our 


offices to explain Proposed Framework 81-406 and get our opinion on it. We are in 


favour of this initiative and will work hard to meet the challenge of improving the 


information provided to consumers when investing. We hope to maintain this relationship 


with the regulatory institutions and to take part in developing different consumer 


protection projects.  


 


Following that meeting, and as part of the Joint Forum of Financial Market Regulators 


consultation, we are pleased to provide you with our comments on the proposed 


framework on point of sale disclosure when purchasing funds. The first part of this 


document deals specifically with the new information document called “Fund Facts”. 


This document is intended to provide investors with key information on the benefits, risks 


and possible fees associated with investing in a fund. Through this new document, 


investors will gain a better understanding of the important features of different financial 


products. The second part provides comments on the regulatory changes proposed in 


document 81-406.   


 


Before continuing, we would like to point out that the information presented to 


consumers in the Fund Facts is relevant, the language used is simple, and the graphs are 


clear. Option consommateurs is in favour of the proposed framework. Investors will have 


access to information that is more user-friendly than what is found in the simplified 


prospectus. However, certain aspects could be improved. 


 


Comments on the “Fund Facts” document: 


 


1. To lighten the text of this document, the graph description should not be placed 


before the graph, which contains enough information for the consumer. Further 


steps could be taken to reduce the amount of text in the information document. 
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2. Under the heading “Quick Facts”, we would like to see the average management 


expense/ROI ratio. This would enable consumers to see whether these expenses 


eat up a large portion of the investment income. Consumers should be informed 


whether management expenses represent on average 50% of the return on their 


investment, for example.   


 


3. Under the heading “How much does it cost to buy?”, the terms Deferred Sales 


Charges and Initial Sales Charges are confusing. These should be explained. 


 


4. Under the heading “How does my advisor get paid?”, investors should be 


reminded that their advisor is not paid based on annual fund performance. 


Therefore, investors must check their fund performance on a regular basis. A 


simple user guide for the tools available on the Morningstar2 or Globe3 websites 


should be looked into as this would help investors compare the different funds and 


ensure that the performance obtained and the risks taken are in line with their 


expectations.   


 


5. Under the heading “What if I change my mind?”, it should be mentioned that the 


dealer or representative will not charge any deferred sales charges during the 


cooling-off period. The current wording is somewhat confusing. 


 


6. Under the heading “How has the fund performed?”, a note indicating that the 


average return includes management expenses should be added.   


 


7. Under the heading “How has the fund performed?”, we find the comments 


included under the title Year-by-year returns unnecessary. They could be deleted 


and the graph for the Year-by-year returns enlarged.  


 


                                                 
2 http://www.morningstar.ca/globalhome/main/index.asp 
3 http://www.globefund.com/ 
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8. Under the heading “For more information”, there should be a note informing 


consumers of the different independent agencies that can help them better 


understand the products sold by the industry.   


 


9. Under the heading “For more information”, the guides should be listed.  


 


General comments on the regulation: 


 


1. Option consommateurs feels that the proposed two-business-day cooling-off 


period is too short for investors to be able to cancel their purchase. In addition, the 


period seems to have been shortened in comparison to current practices. Due to 


the overall complexity of the products, consumers need more time to be able to 


cancel a transaction they have thought about and found unreasonable. Canadians’ 


overall lack of understanding of the financial field further justifies a lengthier 


period.  


 


2. Option consommateurs feels that advisors must inform consumers that a 


transaction cancellation period exists and when it expires.  This obligation will 


encourage consumers to read the documents provided by advisors. More often 


than not, consumers do not venture to read the documents in front of advisors. 


 


3. The regulatory authorities should provide greater support for investor education. 


Several agencies could offer interesting training courses to investors looking to 


find out more about the workings of the Canadian financial industry. 


 


4. Framework 81-406 proposes leaving it up to financial institutions to ensure the 


content of the Fund Facts is reviewed. Option consommateurs feels that the 


regulatory authorities should have a mandate to verify this information for 


themselves to ensure it is updated. That way, problems involving the disclosure of 


false or incorrect information to consumers could be prevented.   
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5. The regulatory authorities should look into eliminating initial sales charges and 


limiting the penalty period for deferred sales charges. These penalties prevent 


consumers from taking full advantage of competition in the mutual fund and 


segregated fund market. They also prevent Canadians from achieving optimal 


allocation of their financial resources. Our economy and consumers would benefit 


from being able to allocate savings in a way that is the most profitable and 


effective.   


 


Conclusion 
 


Option consommateurs is satisfied overall with the new Fund Facts prepared by the 


regulatory authorities in Proposed Framework 81-406.  Our organization has, however, 


made a few recommendations to refine the Fund Facts. 


 


Our organization is more concerned about the regulatory changes proposed by 


Framework 81-406.  The shortening of the cooling-off period, the lack of external 


verification of Fund Facts updates and the lack of training for investors are among our 


greatest concerns.   


 


We would also like to see the regulatory authorities focus on tools to facilitate a 


comparison between the performance and risks of various types of funds by using the 


tools available on the Morningstar or Globe websites, for example. 


 


We hope that the regulatory authorities will consider our organization’s recommendations 


as it is our mission to improve consumer protection. Please do not hesitate to contact us 


should you require further information. 


 


Sincerely, 
Jean-François Vinet 
Financial Services Analyst, Option consommateurs 
vinet@option-consommateurs.org


Tel.: (514) 598-0620, ext. 242 
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		Re: Comments on “Proposed Framework 81-406, Point of Sale Disclosure for Mutual Funds and Segregated Funds” 






 


 
 
Montréal, le 12 octobre 2007 
 
 
Monsieur Neil Mohinda 
Directeur temporaire des politiques  
Bureau de projet du Forum conjoint 
Forum conjoint des autorités de réglementation du marché financier 
5160 Yonge St. 
Box 85, 17th Floor 
North York (Ontario) 
M2N 6L9 
 


 
Objet: commentaires sur le « Cadre proposé 81-406, Information au moment de la 


souscription des organismes de placement collectif et des fonds distincts » 
 
 
Monsieur,  
 
 
Option consommateurs est un organisme à but non lucratif qui a pour mission de 


promouvoir et de défendre les droits et les intérêts des consommateurs et de veiller à ce 


qu’ils soient respectés. Notre organisme existe depuis 1983.  En plus de son service 


juridique, de son service budgétaire et de son agence de presse, notre organisme effectue 


de la recherche en agroalimention, en énergie et en services financiers afin de bien 


comprendre les besoins des consommateurs et de défendre judicieusement leurs droits.   


 


Dernièrement, notre organisation a publié les résultats d’une enquête1 sur la collecte et la 


transmission d’information des «conseillers en services financiers» auprès des 


consommateurs.  Cette enquête a révélé des lacunes importantes dans l’approche des 


représentants qui faisaient partie de notre échantillon. Le travail qui est présentement 
                                                 
1 Harvey, Claire, « Enquête : Conseillers financiers : La moitié échoue », Protégez-Vous, Octobre 2007. 
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effectué par les autorités réglementaires via le forum conjoint est donc d’une extrême 


pertinence pour notre organisation. 


 


Le 24 septembre dernier, quatre représentants de l’AMF se sont déplacés aux bureaux de 


notre organisation afin d’expliquer le cadre 81-406 et d’avoir notre avis sur celui-ci.  


Nous accueillons favorablement cette démarche et nous participerons avec rigueur au défi 


qui représente l’amélioration de l’information transmise aux consommateurs lors de 


l’achat de placements.  Nous espérons continuer d’entretenir une telle relation avec les 


institutions de réglementation et participer à l’élaboration de différents projets liés à la 


protection des consommateurs.  


 


À la suite de cette rencontre et dans le cadre de la consultation du Forum conjoint des 


autorités de réglementation du marché financier, nous vous présentons nos commentaires 


sur le cadre proposé quant à l’information à fournir au moment de la souscription aux 


fonds. La première partie de ce document porte spécifiquement sur la nouvelle fiche de 


renseignements intitulée Aperçu du fonds. Cette fiche a pour objectif d’offrir aux 


investisseurs les renseignements importants concernant les avantages, les risques et les 


coûts éventuels d’un placement dans un fonds. Ce nouveau document permettrait aux 


investisseurs de mieux comprendre les caractéristiques importantes des différents 


produits financiers.  La seconde partie présente des commentaires sur les modifications 


réglementaires proposées dans le document 81-406.   


 


Avant d’aller plus loin, soulignons que l’information présentée aux consommateurs dans 


la fiche de renseignements est pertinente, le langage utilisé est simple et les graphiques 


sont clairs. Option consommateurs accueille favorablement le cadre proposé.  Les 


investisseurs auront accès à une information plus conviviale que celle contenue dans les 


prospectus simplifiés.  Cependant, certains éléments pourraient être améliorés. 
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Commentaires concernant le document Aperçu du fonds : 


 


1. Pour alléger le texte de ce document, la description des graphiques ne devrait pas 


précéder le graphique. Ce dernier contient suffisamment d’information pour le 


consommateur. Certains efforts pourraient donc encore être faits pour réduire la 


quantité de texte dans la fiche de renseignements. 


 


2. Dans la rubrique Bref aperçu, nous aimerions voir apparaître la proportion 


moyenne des frais de gestion, comparativement au rendement moyen du fonds. 


Ainsi, le consommateur pourrait voir si ces frais grugent une partie importante des 


revenus de placement. Le consommateur devrait être informé si les frais de 


gestion représentaient en moyenne, par exemple, 50 % du rendement de son 


placement.   


 


3. Dans la rubrique Combien ça coûte?, les termes Frais d’acquisition différés et 


frais d’acquisition initiaux portent à confusion. Il faudrait les expliquer. 


 


4. Dans la rubrique Comment mon conseiller est-il rémunéré?, il serait intéressant de 


rappeler aux investisseurs que leur conseiller n’est pas rémunéré en fonction du 


rendement annuel du fonds.  Il est donc primordial que l’investisseur vérifie 


régulièrement le rendement de ses investissements.  Un guide d’utilisation simple 


des outils disponibles sur Morningstar2 ou le Globe3 devrait être envisagé pour 


permettre aux investisseurs de comparer les différents fonds et de s’assurer que le 


rendement obtenu et les risques courus correspondent à leurs attentes.   


 


5. Dans la rubrique Et si je change d’idée, il faudrait préciser qu’aucun frais de 


sortie ne sera facturé par le courtier ou le représentant pendant le délai de 


réflexion.  La formulation actuelle porte à confusion. 


 


                                                 
2 http://www.morningstar.ca/globalhome/main/index.asp 
3 http://www.globefund.com/ 
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6. Dans la rubrique Quel a été le rendement du fonds?, une note indiquant que le 


rendement moyen inclus les frais de gestion devrait être ajoutée.   


 


7. Dans la rubrique Quel a été le rendement du fonds?, les commentaires placés sous 


le titre Rendements annuels nous paraissent inutiles.  Ils pourraient être retirés, ce 


qui permettrait de grossir le graphique des rendements annuels.  


 


8. Dans la rubrique Renseignements, nous aimerions voir une note informant les 


consommateurs du nom de différents organismes indépendants qui peuvent les 


aider à mieux comprendre les produits vendus par l’industrie.   


 


9. Dans la rubrique Renseignements, les guides devraient être présentés.   


 


Commentaires généraux sur la réglementation : 


 


1. Option consommateurs estime que le délai de deux jours ouvrables proposé est 


trop court pour permettre aux investisseurs d’annuler leur achat.  De surcroît, le 


délai semble avoir été écourté comparativement aux pratiques actuelles.  En 


raison de la complexité générale des produits les consommateurs ont besoin de 


temps supplémentaire pour annuler une transaction qui, après réflexion, leur 


semblerait déraisonnable.  De surcroît, le manque général de connaissance des 


Canadiens dans le domaine financier justifie un délai plus généreux.  


 


2. Option consommateurs que les conseillers devraient obligatoirement aviser le 


consommateur qu’il y a un délai pour annuler la transaction et de la durée de 


celui-ci.  Cette obligation favorisera la lecture des documents fournis par les 


conseillers.  Trop souvent, les consommateurs n’osent pas lire les documents 


devant un conseiller 


 


3. Les autorités de réglementation devraient accorder davantage de soutien à la 


formation des épargnants. Plusieurs organismes peuvent offrir une formation 
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intéressante aux investisseurs qui désirent apprendre les mécanismes de la finance 


canadienne. 


 


4. Le cadre 81-406 propose de laisser le soin aux institutions financières de certifier 


le contenu de la mise à jour des fiches de renseignements. Option consommateurs 


considère que les autorités réglementaires devraient être mandatées pour effectuer 


une telle vérification et pour certifier les mises à jour. Les autorités réglementaires 


pourraient alors prévenir les problèmes de divulgation de fausses informations ou 


d’informations erronées aux consommateurs.   


 


5. Les autorités réglementaires devraient envisager d’éliminer les frais d’acquisition 


initiaux et de limiter la période de pénalité des frais d’acquisition différés.  Ces 


pénalités empêchent les consommateurs de bénéficier pleinement de la 


concurrence sur le marché des fonds communs de placement et des fonds 


distincts.  De plus, elles empêchent l’allocation optimale des ressources 


financières des Canadiens. Notre économie et les consommateurs gagneraient à 


allouer l’épargne là où celle-ci est la plus rentable et donc la plus efficace.   


 


Conclusion 
 


Option consommateurs est, en général, satisfaite de la nouvelle fiche de renseignements 


élaborée par les autorités de réglementation dans le cadre proposé 81-406.  Notre 


organisation a tout de même fait certaines recommandations afin de peaufiner les fiches 


de renseignements. 


 


Notre organisation est plus inquiète en ce qui concerne les modifications réglementaires 


proposées par le cadre 81-406.  La réduction du délai de réflexion, le manque de 


vérification externe des mises à jour des fiches de renseignements et le manque de 


formation des épargnants figurent parmi nos plus grandes préoccupations.   
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Nous souhaiterions aussi que les autorités de réglementation se penchent sur des outils 


qui faciliteraient la comparaison du rendement et des risques de divers types de fonds en 


utilisant, par exemple, les outils disponibles par le Morningstar ou le Globe.   


 


Nous espérons que les autorités de réglementation accueilleront favorablement les 


recommandations de notre organisation qui a pour mission d’améliorer la protection des 


consommateurs. Nous demeurons à votre disposition pour tout renseignement 


complémentaire. 


 


Veuillez agréer, Monsieur, l’expression de mes sentiments respectueux. 


 


Jean-François Vinet 
Analyste des services financiers 
Option consommateurs 
vinet@option-consommateurs.org 


Tél. : (514) 598-0620, poste 242 



mailto:vinet@option-consommateurs.org



		 

		  

		 

		Objet: commentaires sur le « Cadre proposé 81-406, Information au moment de la souscription des organismes de placement collectif et des fonds distincts » 
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October 15, 2007 
 
Mr. Neil Mohindra 
Acting Policy Manager 
Joint Forum Project Office 
5160 Yonge Street, Box 85, 17th Floor 
Toronto, ON 
M2N 6L9 
jointforum@fsco.gov.on.ca 
 
 
Dear Mr. Mohindra: 
 


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


 
This submission is made by the Pension Investment Association of Canada (“PIAC”) in 
reply to the request for comments from the Joint Forum of Financial Market Regulators 
regarding the Proposed Framework 81-406, Point of Sale Disclosure for Mutual Funds 
and Segregated Funds, June 15, 2007. 
 
PIAC is the representative association for pension funds in Canada in pension investment 
and related matters. The Member funds of PIAC collectively manage over $910 billion in 
assets on behalf of millions of Canadians. We welcome the ability to comment to 
encourage best practices in the investment industry as we monitor changes that may 
ultimately influence the communications provided to members of capital accumulation 
and savings plans offered by our PIAC Members. 
 
You will find below “Attachment A” detailing answers to the specific questions posed by 
the Joint Forum of the Proposed Framework 81-406, and “Attachment B” that provides 
additional comments regarding the proposed Fund Facts sheet.    
 
Although we have specific comments in each area (detailed in the attachment), in general, 
PIAC would support the requirement to deliver the Fund Facts directly to the investor 
prior to purchase; we support the investors’ cooling-off rights; and, we believe the 
regulatory filing requirements generally appear reasonable. 
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PIAC is in support of clear, concise, plain language and easy-to-read communications 
giving investors a solid base of information necessary for them to understand and easily 
compare the risks, benefits and fees of various investment options.  However, we have 
some concern that in the efforts to make this information concise and easy-to-read, some 
relevant information has been excluded. 
 
In general, our concerns are in the following areas:  Firstly, the Fund Facts lacks some 
basic performance and exposure measures required to make meaningful comparisons 
between funds.  In particular, inclusion of an appropriate passive market index 
benchmark to evaluate performance and tables summarizing country, sector and/or credit 
weights of the fund versus the index provide valuable information regarding the mandate 
and the potential benefits and risks associated with a fund.  In addition, the description 
should also confirm derivative exposures of the fund if permitted and any liquidity 
restrictions, if applicable. This is an industry standard that should be supported.   
 
Secondly, the page on general fee information lacks clarity. To make it more meaningful 
the fee detail should clearly tie in with the MER disclosure on the first page. It should 
more concisely and precisely summarize who receives which fee for what service to 
highlight potential conflicts.   
 
Thirdly, although the Fund Facts has basic information it is in no way a reasonable 
replacement for the simplified prospectus.  As professionals in the investment arena, we 
have to support the goal of gradually increasing investor knowledge and challenge the 
industry to continue to deliver and improve upon the simplified prospectus and the 
development of a Consumers Guide. Though general educational material is available in 
the marketplace a Consumer Guide could provide an unbiased general reference guide 
that investors could rely on for definitions of technical terms and basic investment 
concepts.  This could be provided with or at least referenced in the Fund Facts. 
 
We appreciate the opportunity to respond to your request for comment and hope that you 
find our feedback relevant.  Feel free to contact us if we can be of further assistance. 
 
Respectfully submitted on behalf of the Members of the Pension Investment Association 
of Canada. 
 
Yours truly, 
 
 
 
 
Terri Troy 
Chair 
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Attachment A: Responses to Specific Questions 
 
Time of Delivery/ Subsequent Purchases 
1. Waiving the requirement for the delivery of the Fund Facts for subsequent purchases 


of a fund you own would be reasonable, assuming #2 is in place. 
2. It would be reasonable to receive the Fund Facts with the annual calendar year-end 


statement for all funds invested in. 
3. Because you choose to receive this additional information, many (perhaps the vast 


majority of) people choose not to receive it.  Those receiving the information may or 
may not read these lengthy documents.  Those who rely on advisers are even less 
likely to read these documents.  Relying on investors to find the information they 
require in the current documents, even if just for subsequent purchases, seems 
counter-intuitive with this exercise of creating a new framework. 
 


Methods of Delivery/  
It is agreed that oral delivery should not be a permissible delivery option; and that access 
does not equal delivery. 
4. The various delivery options appear to be complete and should allow for timely 


decision-making and execution.  Active trading of mutual funds is generally not a 
recommended strategy so the definition of ‘timely’ is not as tight.  In this context, a 
person (possibly living in a remote location) without any internet or fax machine who 
may not receive a couriered or mailed Fund Facts for a couple days may still be 
considered to have received the information on timely basis.  All these factors lead us 
to believe that the various options are sufficient for timely purchases. 


5. Written documents are required and, as such, this seems to cover all reasonable 
methods of delivery.  It is suggested that in the delivery, the Fund Facts be clearly 
noted as recommended reading. This is consistent with the obligation for dealers to 
bring the Fund Facts to the attention of the investor as described in the Regulatory 
Requirements of the Proposed Framework. 


6. No comment. 
7. Firstly, the circumstances where the adviser would not have the Fund Facts available 


are not immediately apparent:  Secondly, the adviser should be discussing the 
potential fund purchase with the Fund Facts in front of the client to encourage 
appropriate exchange of information about the investment.  Thirdly, waiting would 
not discourage investors from investing in mutual funds or segregated funds as these 
are often the most suitable investment in any case; but rather waiting for the Fund 
Facts may/should prompt a review of the adviser by the client.  


 
Exercising the Cooling-off Right 


The cooling-off right should return the full market value of the Fund as of the date 
notice is given.  The asymmetry of the current formula may discourage investors 
from exercising their cooling-off rights and may result in the investor holding 
onto an inappropriate investment.   
Contacting the fund company should be an option for the investor also.  The 
option to contact the fund company directly should be available in case the 
investor is not comfortable contacting their advisor. 
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Returning the proceeds and fees to the investor should be required to be made 
within a reasonable timeframe, with delivery occurring perhaps within the three 
day settlement period. 


 
If the Fund Facts is Not Delivered 


Allowing investors to cancel their purchase at any time would be contentious. It is 
assumed that the dealers would pay the difference between the original 
investment and the current market value less fees.  This would require the proof 
as described in the response to question 5 above: The investor should initial the 
Fund Facts was received and the adviser should initial or retain proof that the 
Fund Facts was delivered.  No initial by the investor would be the only ‘proof’ 
that the Fund Facts was not received.   


 
Preparing the Fund Facts 


9.  At minimum, it should be noted that various classes, series or guarantee options 
are available and specifically suggest that the investor discuss the difference with 
their advisor.  Adding an additional fund family document would be very useful 
for investors to make informed decisions and properly weigh the pros and cons in 
a transparent fashion with investors.  This family document would address many 
of the issues highlighted in our review of the Fund Facts template specifically as it 
relates to description of the investment organization, process and personnel. 


 
Filing Requirements 


10.  Fund Facts should be updated at least semi-annually but not more frequently than 
quarterly.  It is preferred that the Fund Facts become incorporated into the entire 
filing process and is not viewed by fund managers and insurers as yet another 
separate regulatory requirement.  This will help with consistency between 
documents. 


11. The preparation of semi-annual documents seems reasonable.  Annual document 
updates is not frequent enough.  The dates should be set at June 30th and 
December 31st for consistency and comparability, which is believed to be 
consistent with the comment in question 10 above. 
Performance returns should be presented on a calendar year basis, with a year-to-
date figure for the most current year, as well as on an annualized basis.   
 


Changes to the Current Delivery Requirements 
We disagree that the Fund Facts should replace the Simplified Prospectus.  At a 
minimum, it must be readily available for investors to read and delivery should not be 
dependent on an investor’s request. 
 
Proving Receipt of the Fund Facts 
An investor’s acknowledgement of receipt would appear sufficient to protect the dealers 
and advisors from investors wanting to abuse the system by requesting cancellation of 
fund purchases in adverse market conditions.  It makes sense to mandate this requirement 
to protect the industry from abuse. 
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Attachment B: Review of Fund Facts Document 
 
General  
The following items should be included in the Fund Facts: 


• Relevant Index Benchmark 
• Indication of Active or Passive investment approach 
• Asset classes allowable for investment by the fund  
• Restrictions on liquidity of fund units 
• Sector allocation using standard GICs sector classification vs index 
• Use of derivatives and degree of leverage, as applicable 
• Description of the investment organization, process and investment personnel 


 
More specific comments on each of the sections of the Fund Facts document follows. 
 
Quick Facts 


o Where applicable reference to total assets managed under a similar mandate 
should be disclosed along with size of fund in question. 


 
What does the fund invest in? 


• Does the fund invest in equity instruments (common shares, preferred shares, 
index derivatives, etc) or debt of Canadian companies?  In the effort of using 
simple language important information is being skipped. The name of the fund 
does not always address this important aspect. 


• Top Ten Investments: Including the percentage of the portfolio held in each of the 
securities would provide an indication of the amount of security specific risk the 
manager is willing to take.  Providing the total percentage in the top ten stocks 
and the number of total securities is useful concentration and risk data.   


• Investment mix: 
o Adding the benchmark comparison allocations would provide an indication 


of the amount of active risk within the asset class that the fund may be 
taking   


o Single market equities: Sector allocations using industry standard GICs 
classification system will ensure and enhance comparability between funds. 


o Multiple market equities:  Sector allocation would be useful across the total 
portfolio.  Country or at least regional allocations would provide useful 
information.   


o Balanced funds: What is the asset allocation and the allocation relative to its 
benchmark?  


o Fixed income: Industry sector concentration, mix between credit sectors 
o Hedge Funds or Alternatives:  Strategies used across the portfolio should be 


listed, e.g. convertible arbitrage, long/short.  
o Use of derivatives and leverage levels should also be identified. 


 
How has the fund performed? 


• All returns provided for the fund should be accompanied by the most appropriate 
index benchmark to facilitate evaluation of the fund’s performance and the 
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amount of active risk the manager is taking. Investors can then assess whether to 
invest in a passive fund at a lower cost.  Providing the value added versus the 
benchmark return should highlight why investors pay a higher MER for active 
management. 


• The fund and benchmark returns must be total returns.  The index benchmark 
must be clearly defined. 


• Annualized returns for 3, 5 and 10 years, if available, should be provided. 
• Calendar-year returns, including a year-to-date return, should be provided to show 


the absolute volatility of the fund’s returns which is useful to understanding the 
risk of the fund. How the fund performed relative to its market benchmark 
provides additional insight into the asset class volatility the fund invests in and is 
an indication of the potential degree of future volatility. A chart rather than a 
diagram of returns could provide this information in a clean, concise manner.  A 
sample chart (‘Calendar Year Performance Relative to the Market) is shown 
below: 


 
Calendar Year Performance Relative to the Market 
% Return YTD June 


2007 
2006 2005 2004 2003 2002 5 year 


average/yr 
Fund 
Return 


10.0 10.0 20.0 20.0 10.0 20.0 -15.0 


Benchmark 
Return 


10.1 10.5 10.0 25.0 14.0 10.0 -15.2 


Difference -0.1 -0.5 10.0 -5.0 -4.0 10.0 -0.2 
 
 
How risky is it? 


• This very general assessment of risk gives an investor an idea of absolute risk, 
defined as volatility of returns.   


• However is the scale of volatility based on inter-asset class volatility or intra-asset 
class volatility?  This scale may provide useful information when an investor is 
comparing different asset classes.  Canadian equity funds may be ‘moderately’ 
volatile compared to money market (usually ‘low’) and to emerging market equity 
(‘high’).  There is some value in this scale. However, it could be easily argued 
that an investor considering particular funds would be comparing different funds 
within the same asset class.  In this case, comparing the relative asset class 
volatility (inter-asset class) is not useful and an intra-asset class comparison is 
really needed.  For example, an index fund might be classified as ‘low to 
moderate’ and a concentrated, 20 stock resource-based fund might be classified as 
‘high’.  This would be useful for an investor choosing between funds within a 
chosen asset class. 


 In any case, it is not clear what risk information this is giving the investor. 
 
Are there any guarantees?  
Although there are no guarantees, perhaps there could be a reference about industry 
coverage in the case of fraud or willful misconduct. 
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Who is this fund for?  


• This section provided useful information.  This is the first reference to the stock 
market. 


• Rewording this standard statement would provide more useful, simple and 
straight forward information.  For example it could simply say what the fund is:  
“This fund does not regularly payout income to you” or “does not provide a 
steady source of income from your investment” or “you will need to sell units in 
order to receive income from this fund” 


 
How much does it cost to buy?  and How does my advisor get paid? 


• Overall, this page on fees is very educational but too general.  This section should 
really be customized for the particular fund in question.  If it is to remain general 
in nature, then it really provides no useful information to investors.  This space 
would be better allocated to providing more customized investment information.   


o It is this type of general information which should really be included in the 
Consumer Guide originally contemplated in the mandate of the Joint 
Forum. 


• In general, this would open up discussion and help focus the investor on important 
fee-related questions to ask.  The fear is that the advisor would not have this 
information readily available and would ‘get back to the investor’ on the details.  
This would defeat the purpose. The answers should be on these two Fund Facts 
pages.  In this case, ‘recognizing the role of the adviser in the sales process’ is not 
appropriate because compensation is one clear area where the adviser has actual, 
potential and/or perceived conflicts of interest that must be specifically addressed. 


• Unfortunately, after reading this entire page, the key question of ‘who gets what 
and how much do I ultimately have to pay’ never gets answered. 


o Who receives the fees referred to in this section: the advisor or the fund 
company? 


o How do these fees tie-in with the MER? 
o Do funds have the same deal with all advisors? 
 


What if I change my mind? 
• Good information 
• As noted in early comments, the investor should have the possibility of canceling 


the purchase by notifying the fund company or the advisor. 
 
For more information 


• Good information 
• Reference the simplified prospectus 


 
  Key Facts 


• Key Facts seemed to be informative.   
• Comments are limited at this time. 
• Care should be taken around the wording of the guarantee:  “initial investment” or 


“percentage of the amount paid in” is protected if the markets go down. 








October 15, 2007 
 
 
Mr. Neil Mohindra 
Acting Policy Manager 
Joint Forum Project Office 
5160 Yonge Street 
Box 85, 17th Floor 
North York, Ontario 
M2N 6L9 
 
Dear Sirs: 
 
Thank you for this opportunity to provide the comments of Phillips, Hager & North with respect to 
the Proposed Framework for Point of Sale Disclosure for Mutual Funds and Segregated Funds 
(“Proposed Framework”) developed by the Joint Forum of Financial Market Regulators (“Joint 
Forum”). 
 
Phillips, Hager & North (“PH&N”) is the registered trade name for Phillips, Hager & North 
Investment Management Ltd. (“PH&NIM”) and its wholly-owned subsidiary Phillips, Hager & 
North Investment Funds Ltd. (“PH&NIF”). PH&NIM is the manager and principal portfolio adviser 
for over twenty-five no-load mutual funds offered under simplified prospectus throughout Canada. 
PH&NIF is the principal distributor for these mutual funds and is a registered mutual fund dealer. 
PH&NIM has approximately $67 billion in assets under management, of which approximately $13 
billion is invested in mutual funds, managed under discretionary and non-discretionary arrangements 
for private clients.  
 
Since PH&N is involved in the mutual fund business, we will limit our comments to that industry, 
and not the segregated fund industry, and will focus only on three key areas of concern to investors: 
Receipt of the Disclosure Before Purchase; Nature of the Problem; and Potential for Product 
Arbitrage. 
 
Receipt of the Disclosure Before Purchase 


The proposed Fund Facts document is a well-designed piece that summarizes key information about 
the mutual fund.  Investors should be made aware that it is available and encouraged to read it before 
making a purchase decision.  However, the Proposed Framework requires that the Fund Facts must 
be delivered before the initial and all subsequent purchases and the investor has no ability to waive 
this requirement.  This will disadvantage, and potentially harm many of our clients.  
 
When the Proposed Framework was being developed, there may have been a misperception that 
funds are always sold by registered mutual fund salespersons of a mutual fund dealer or registered 
representatives of an investment dealer (“Advisors”) in person-to-person meetings.  Handing over a 
disclosure document in such situations would not be particularly problematic. 
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However, at PH&N, almost 60,000 mutual fund investors have opened approximately 100,000 
accounts with us, and these investors prefer to conduct approximately 75% of their trades in PH&N 
mutual funds over the telephone.  Also, a significant percentage of retail unitholders in the PH&N 
mutual funds maintain their holdings at discount or full service brokerages, where we understand a 
significant percentage of transactions are also executed by telephone.   
 
If the Proposed Framework is adopted, these clients will no longer be able to make an immediate 
mutual fund purchase or switch by phone (although they will be able to immediately transact in other 
securities and investment products, as discussed later in this letter).  
 
The Proposed Framework seems to be based on an assumption that only naïve or unsophisticated 
investors invest in mutual funds.  This is not the case.  At PH&N our experience is that a significant 
percentage of clients have either undertaken significant and credible research based on ample 
information available, or have had a telephone discussion with an Advisor before making a purchase 
decision.  When these investors decide to make an investment, they want to execute that decision 
promptly.  In our view, investors should be allowed to waive the receipt of the disclosure document, 
and/or opt to have it delivered immediately after proceeding with their mutual fund investment 
decision.  If not, and delays result, investors may suffer opportunity costs of not being invested, and 
more importantly, investors may suffer actual market losses if their ability to switch out of one asset 
class into another in a volatile market is delayed.  
 
The Proposed Framework suggests the Fund Facts can be delivered by e-mail and therefore delays 
will be avoided for these telephone transactions.  However, clients on the telephone do not always 
have ready access to their e-mail at the time of the call, and in some cases, do not have any access to 
e-mail.  
 
Our recommendation is that the investor should have the option to receive the Fund Facts disclosure 
promptly after purchase for initial purchases and for subsequent purchases either waive receipt of the 
Fund Facts altogether or receive the Fund Facts disclosure promptly after the purchase. 
 
Nature of the Problem  


PH&N fully supports the view that clients need to be fully informed, and should understand the risk 
that their investment portfolio will not meet their objectives.   With regard to costs, PH&N has some 
of the lowest cost actively managed mutual funds available in Canada today.  We are in complete 
agreement that the fees clients are paying within their investment portfolio should be plainly 
disclosed and transparent.  To this end, we provide our clients with the weighted average 
management expense ratio (“MER”) of their personal investment portfolio in each quarterly mutual 
fund statement, together with a plain English definition of the term MER. 
 
It is our view that the proposed Fund Fact document will not adequately communicate the overall 
investment risk and costs the client will face when purchasing a fund.  The true risk/reward of 
investing in a fund can only be evaluated in the context of the client’s overall portfolio of 
investments.  The fees a client will pay depend not only on MER’s but also on the fee structures 
established by the Advisor’s dealer.  As a result, fees above and beyond those disclosed in the Fund 
Facts may be charged to the client.  Accordingly, accurate information regarding benefits, risks and 
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costs of a particular investment decision is specific to that client’s portfolio and the dealer fee 
structure, and has to be communicated by the Advisor, rather than having clients rely on a generic 
product disclosure document.  
 
In our view, regulatory improvements to ensure clients better understand the risk and costs of their 
investment decisions have to be implemented at the overall portfolio level and in the context of the 
client’s relationship with the dealer, and must incorporate all products within that portfolio, not just 
funds.  Accordingly it seems to us that these regulatory improvements should be part of the work 
being done under the Client Relationship Model (“CRM”) initiative. 
 
In summary, rather than mandating the delivery of a generic prescribed product disclosure document 
before each purchase decision, it is our view that regulators should focus the CRM initiative towards 
implementing a principles-based requirement that holds Advisors responsible to explain and disclose 
the nature and extent of all compensation arrangements, and also holds the Advisor responsible to 
ensure that clients understand the potential investment benefits and risks of adding any investment 
product to their investment portfolio, before an investment decision is made.   
 
Potential for Product Arbitrage 


Investors have a choice as to which investment product or security they purchase.  Investment 
Dealers have a choice as to which investment products they choose to distribute.  The proposed 
framework will serve to: 


 Potentially delay an investor’s decision to purchase mutual funds whereas the investor will 
face no delay in purchasing other securities; 


 Increase costs and burden to the dealer (and the investor) to distribute mutual funds, whereas 
there will be no similar cost or burden to distribute other securities. 


 
There is no similar point of sale disclosure required to be provided to help investors make a decision 
to invest in Separately Managed Accounts, even though these products have the same market risk 
and fee structures to mutual funds. Likewise, investors are not provided with point of sale disclosure 
before deciding to purchase exchange traded funds, individual stocks or bonds, or a principal 
protected note, nor before trading in options, futures or purchasing other types of derivatives.  These 
financial products and securities are offered by Investment Dealers to investors without mandated 
point of sale disclosure even though their product offering documents are lengthy and it is difficult 
for investors to use the offering document to compare one investment to another, and it is likely that 
very few investors read the document in detail.   
 
It is not clear from the Proposed Framework as to the basis of the Joint Forum’s decision that point 
of sale disclosure should be applicable to mutual funds and segregated funds only.  Comparing the 
underlying features of various securities and financial products, including Advisor compensation, 
fees, volatility and investment risk would not support such a distinction.  It is a flawed assumption to 
believe that only unsophisticated or naïve investors invest in mutual funds and only sophisticated 
investors invest in all other securities.   
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We are not sure that mandating product disclosure rather than regulating the nature and scope of 
advice, will achieve the objective sought by regulators.  However if we are wrong, and more concise 
product disclosure delivered before each purchase is what is required, then it seems incongruous to 
us that similar requirements are not being put in place for all securities.  As mentioned above, PH&N 
has some of the lowest cost actively managed mutual funds available in Canada today and controlling 
costs is an important issue for us.  The Proposed Framework will make the mutual fund a relatively 
more costly and more burdensome security to distribute compared to other securities.  In that sense 
the proposal is not serving the interests of the investing public because those other securities which 
will be easier for dealers and investors to transact in, will often require investors to make more 
significant dollar investments, may not provide as much diversification, and may have significant 
market risk or fees.  
 
If the intention is to introduce a fundamental change in how all securities are distributed in Canada, 
by requiring the delivery of point of sale disclosure before purchase, and changing investor 
withdrawal rights, then this vision should be articulated. We would respectfully suggest that if this is 
the case, then point of sale disclosure requirements should be introduced universally across all 
regulated products at the same time, because to do otherwise will result in product arbitrage with 
negative consequences to the Canadian investor and is not consistent with the regulator’s mandate to 
protect public interest by fostering a securities market that is fair. 
 
Concluding Comment 


In summary, we commend the Joint Forum for its development of the Fund Facts document but 
suggest that: investors are in the best position to determine whether they require the document before 
making a purchase or switch of a mutual fund; investment risk and compensation disclosure should 
not be at the product level but at the portfolio and advisory relationship level and addressed under the 
CRM initiative; and the investment risk and compensation disclosures should be applied to all 
investment products and advisory relationships.  
 
Again, thank you for the opportunity to provide our comments.  
 
Yours truly, 
 
PHILLIPS, HAGER & NORTH 
Investment Management Ltd. 
 
 
Original signed by “Larry Neilsen for John S. Montalbano” 
 
 
John S. Montalbano 
President 
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Neil Mohindra                                                                                         August 1, 2007 
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 on POS Framework Proposal 81-406 
 
  
Portfolio Analytics is focused on assessing portfolios for suitability. Often these are after 
the fact when the investor has lost a considerable amount of money. Our firm assists 
retail investors in preventing broker or salesperson malfeasance or by assisting investors 
in obtaining restitution when unsuitable investments have been made. We regularly 
publish articles in the Canadian MoneySaver and on- line at www.fundlibrary.com/ Most 
of our attention is directed at mutual funds as that is where the most egregious sales 
practices appear to be prevalent. Canadians have in excess of $700 billion invested in this 
security class and depend on the returns for their retirement or other life event(s). 
 
Given the blurring of the wealth management industry between banks and insurers , this 
harmonization framework is very timely. 
 
POS disclosure is an extremely element in the investor protection control system. Retail 
mutual fund investors are among the most vulnerable investor groups and thus, this POS 
disclosure initiative by regulators is welcomed. Many are seniors, retirees or pensioners 
wholly dependent on their mutual fund or Seg fund assets for their financial well-being. 
When a senior is sold the wrong fund(s), there is simply not enough time to make up the 
shortfall caused by unsuitable fund portfolios. Therefore, the POS control point is 
essential to preventing investor abuse and investor errors. It’s a no-brainer for the Fund 
Facts [FF] to be delivered prior to purchase. But it must be highlighted and not lost in a 
maze of other sales and marketing materials. As the POS Framework does not mandate 
physical client-salesperson interaction we strongly suggest a page 1 FF Header in bold 
RED - IMPORTANT: READ THIS DOCUMENT BEFORE PURCHASE – AND a 
Footer –DATE RECEIVED: dd/mm/yyyy. This will help in ensuring actual delivery. 
This approach has found some value in other consumer products. It’s expected that the 
investor will retain the FF for his/her records.  
 
Fund expenses are among the best predictors of long-term success. With more clarity on 
costs, we think investors can and will make better choices. The more price-conscious 
investors there are, the lower fund expenses are likely to be. That's certainly been the 
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experience elsewhere-witness the falling costs in price-competitive industries ranging 
from computers to airlines. That’s why NI81-406 is so powerful. 
 
Financial statements and the MRFP should also break out the amount taken out of fund 
assets for distribution rather than subsuming it in the “ management fee”.  Taken together 
with the FF, investors will get a much better picture of the costs of fund ownership and 
reduce the asymmetric information gap. 
 
As regards Cooperative Marketing Practices – we recommend that mutual funds be 
barred from utilizing fund assets to pay, to a participating dealer, costs incurred by the 
participating dealer/sales organization relating to an investor conference or “educational “ 
seminar prepared or presented by the participating dealer. If such payments continue to 
be allowed by regulators, they should be disclosed on seminar documentation and orally 
articulated at the time of the presentation. 
 
The FF can be updated if there are changes at 6-month intervals. The latest applicable 
version should always be available on the firm’s website. We also propose a 4-6 page 
plain language User Guide to fill in the voids created by the use of the necessarily 
abbreviated 2-page Fund Facts document. It will add all-important perspective and turn 
Fund Facts data into information. New FF’s need not be sent if there has been no material 
change in the fund [ fees or manager].However, we feel the simplified prospectus should 
be delivered unless the investor specifically requests non-delivery.  
 
We should add that a number of investors inform us that fund salespersons often 
downplay the importance of the prospectus and annual reports, often using the firm’s 
slick marketing brochures as a substitute. Celebrity shills at “educational “ seminars also 
divert attention and hijack the mind. Accordingly, the Instrument should reinforce the 
fact that the FF delivery should not be perfunctory act. Salespersons/Advisors should be 
properly trained and supervised to make the FF delivery important and not degrade its 
relevance to the investment decision. 
 
What we too often see are a string of abusive sales practices. Adulterated NAAF’s, high 
fee funds preferred over cheaper alternatives, fund churning triggering hefty DSC 
redemption fees and tax liabilities, high risk (and fee) funds sold to seniors and others, 
DSC funds in RRIF’s, excessive tax vulnerability, non-disclosure of all-in fees, masking 
of sales commissions and absolutely horrendous client statements. In most cases investors 
do not know what they are paying in annual fees or even the rate of return they are 
earning 
 
A few words on DSC- sold funds are in order. While the FF contains a schedule of early 
redemption penalty fees, the real issues with DSC funds are masked. The issues are well 
known, albeit not to small retail investors. We encourage the Joint Forum to include in 
the User Guide some text demonstrating the downside characteristics of a DSC –sold 
fund. Transaction slips should provide the exact name of the fund, the fund code and the 
series /class. Many folks apparently don’t even know they’ve purchased Deferred Sales 
Charge funds until they go to redeem. The abbreviation “DSC” is often not understood. 
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As an aside, it might not be inappropriate for regulators to lay down a rule regarding the 
use of fund names- a minimum percentage say of bonds in a fund that describes itself as a 
Bond fund. Many misleading names exist. The SEC uses 80 % 
http://www.sec.gov/investor/pubs/inwsmf.htm. Alternatively, the CIFSC Category could 
be used on the FF. Just putting it on the form could elicit investor questions which is all 
to the good. 
 
The proposed POS disclosure seem to have turned a blind eye to income taxes. A Feb 
2003 research report, The impact of personal income taxes on returns and rankings of 
Canadian equity mutual funds [http://www.ctf.ca/ctjindex/03ctj2.asp # 863] analyzed the 
10-year returns of 343 equity and balanced mutual funds managed by Canadian fund 
companies. The researchers, led by York University Finance professor Moshe Milevsky, 
assessed the impact of personal income taxes on fund relative performance and rankings.  
One of the significant conclusions from the research is that performance and ranking of 
funds on a pretax basis is significantly different from rankings on an after-tax basis. 
Another conclusion: on average, 1.35% is lost to taxes from annual distributions alone. 
Before tax, the average annual return for mutual funds with a 10-year history (343 funds) 
was 9.01% percent. After distributions, the average return dropped to 7.66%. 
Furthermore, tax is triggered not only by the fund manager's activities, but also when 
investors dispose of the funds. On average, an investor disposing of a fund stands to lose 
another 1.0%. according to the report. We therefore argue for after-tax return disclosure. 
 
A September, 2004 CARP Report, GIVING SMALL INVESTORS A FAIR CHANCE: 
Reforming the Mutual Fund Industry 
[http://www1.carp.ca/display.cfm?cabinetID=343&libraryID=99], urged for a number of 
major reforms including improved Point of Sale disclosure. The report identified serious 
problems in the mutual fund industry emphasizing how commissions distort advice. The 
evidence of conflicted advice driven by commission structures is overwhelming. 
Investors have squandered precious savings on expensive products, overpaid for 
worthless guarantees or languished in underperforming funds for too long. Thus , while 
disclosure alone  has important  limitations, the greater transparency for investors , the 
better. 
 
A January, 2006 U.S. study Assessing the Costs and Benefits of Brokers in the Mutual 
Fund Industry suggests that most mutual fund buyers do not benefit financially from 
professional advice. The researchers note that while brokerage customers are directed 
toward funds that are harder to find and evaluate, brokerage customers pay substantially 
higher fees and buy funds that have lower risk-adjusted returns than directly-placed 
funds. Comparing weighted average returns, net of all fees except charges paid up front 
or at the time of redemption, equity funds sold by brokers had an average annual return of 
2.9 % between 1996 and 2002. Yet equity funds purchased directly earned 6.63 %, the 
professors report in one table. Conflicts-of interest are at the root of the problem 
Source:http://papers.ssrn.com/sol3/papers.cfm?abstract_id=616981 [In the U.S. 12b-1 fee 
might includes a service fee - the highest allowed by law is 0.25 percent] 
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As to the cooling off period we’d suggest that 5 business days be the standard .It takes 
time to digest and perhaps discuss with family or colleagues the content of the FF –2 days 
is simply not long enough. Seg and mutual funds are much more complex products than 
buying a new Sofa or TV with more severe consequences if the wrong choice is made. 
 
The Canadian investing environment has never been more perilous. Through acquisitions, 
the number of truly independent advisers continues to shrink. Wrap accounts and funds-
of-funds are increasingly being promoted with their still higher fee structures. Life cycle 
funds with time-varying MER’s are also being promoted-these too carry heavy front-end 
MER’s. New fees are being added and old fees are being masked by reducing the 
disclosure of the components of the fee-so –called “administration fee”. We’d like to see 
all sales commissions broken out on financial statements as a separate line entry. 
Corporate pension plans are being converted to defined contribution plans or eliminated 
altogether. This is increasing the dependence of the average Canadian on mutual funds to 
provide a comfortable retirement.  Canadian demographics means that seniors especially, 
will be increasingly targeted by the financial services industry .To the extent better 
information at the point of sale is available, much of the potential grief may be avoided. 
 
Based on extensive experience with investors, primarily those who have experienced the 
ugly sting of excessive fees, conflicted advice and tax-inefficiency we suggest the 
following. in disclosures : 
 


• Historical performance of the fund pre-AND after-tax vs. a benchmark 
• RISK: the chance of losing money [risk] NOT volatility as proposed via the IFIC 


risk metric system. We recommend using the Worst 12 months statistic. 
• what the all-in ongoing annual costs of the fund expressed in % and per $1000 


[including the TER] is and the long- term effect of annual feet decompounding 
[context would be provided by annunciation of the impact of fees on long-term 
returns]. Most retail investors do not comprehend the eroding effect of continuing 
fees on long-term returns 


• brief delineation of what they get for the fees paid [portfolio management, 
administration, periodic reports, meaningful client statement and advice] or don’t 
get. We have not seen advice definitively defined in prospectuses. 


• how the price of the fund compares to other available classes /series and if there 
are any price breakpoints  


• any automatic conversions to lower cost classes of a fund, say upon cessation of 
the DSC penalty fee period 


• identification of so-called optional fees like transfer fees, asset allocation service 
fees, wrap fees etc 


 
Enforcement will be a key success factor for the initiative. We note parenthetically that a 
Calabasas, California -based securities broker was recently accused of taking improper 
payments from a mutual fund company that he recommended to union retirement plans. 
http://www.nasd.com/PressRoom/NewsReleases/2007NewsReleases/NASDW_019394  
Michael L. Bullock violated securities rules by accepting $262,500 in payments in 2002-
03 from fund giant Massachusetts Financial Services Co, a Boston-based Sun Life 
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subsidiary, and then deceiving clients about taking the money, according to the NASD. 
[the U.S. counterpart to the IDA]. The case marks the first time the NASD has singled 
out an individual broker for receiving money from a fund company under a so-called 
directed brokerage arrangement. Previous cases have targeted brokerage firms for the fee-
sharing arrangements, which entailed payments from fund companies to the brokerages 
that sold their funds. In Canada, we’re not sure if there is in fact anything to enforce since 
there is no need to show proof of delivery or joint sign-off of an agreement to purchase. 
We do know that trailers are paid to Canadian discount brokers even though they do not 
and cannot provide advice without regulatory comment or action. Although we have not 
been able to locate the provision(s), we assume there are specific rules prohibiting the use 
of directed brokerage in Canada. 
 
We recommend that there should be some mention made of dispute resolution processes. 
OBSI have reported that a high percentage of investors are often not aware of their no- 
charge services because dealers have not told them. This would be in the User Guide. 
 
We must add our dismay that the Joint Forum has chosen not to post submissions to its 
website as received. This almost guarantees that submissions by individual investors and 
investor protection groups will be lost when the mass posting takes place on Oct. 16. It 
also cuts off individual investors from seeing what others like themselves are proposing 
and throwing in their ideas before the expiry deadline. We urge the Joint Forum to 
reverse this anti-investor policy and post submissions as received. It is ironic that an 
initiative designed to improve communications is taking this unjustified approach. We 
recommend a review of Julia Black’s insightful study Involving Consumers in Securities 
Regulation 
http://www.lse.ac.uk/collections/law/staff/black/Involving%20Consumers%20in%20Sec
urities%20Regulation%20-%20Taskforce%20report.pdf.  
 
The POS initiative needs to be complemented by post -purchase information. This will 
help close the information gap loop. If client statements contained a delineation of costs, 
just as consumers find on all their other bills, this will help them better appreciate what 
they are paying in sales commissions in dollars and cents, some of which may come to 
them in the form of advice [it’s not often clear to investors whether commission 
payments necessarily lead to a contractual obligation to provide investment advice]. The 
fund industry will likely crow about the costs of providing customized statements about 
ownership costs, but we'd argue that most unitholders would be willing to pay modest 
additional costs if it means they'll know better what they're paying. And if more fee 
transparency ends up bringing down expenses across the industry, it might possibly offset 
any additional expenses. 
 
Coupled with investors receiving their personal rate(s) of return, the information gap will 
be narrowed and abuse/disputes will be curtailed. We note that IFIC has adopted the 
Modified –Dietz formulation as a voluntary standard, subject to certain provisos. The 
trouble is, so few fund investors ever get to see in black and white what they are actually 
earning. 
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In summary, we fully endorse the initiative but would like the initiative to better focus on 
the long-term impact of fees and to highlight the possible conflicts- of- interest due to 
embedded sales commissions and especially ongoing trailer commissions. The 
application of a benchmark to returns is essential so investors can better conceptualize the 
impact of fees and the contribution of professional active management Group RSP plans 
should be included in the harmonized regulations. We have recommended that a short 
User Guide be prepared by Regulators that would illustrate how to use the FF data to 
assist small investors in their mutual fund investment decisions. The POS initiative must 
be part of an integrated approach to disclosure to protect investors, including in particular 
post-sale fee and return information. We expect that NI81-105 will need to be amended 
to reflect the obligations now in this proposed Instrument.  
 
This initiative is critical and long overdue. Retail investors are losing billions annually 
due strictly to the asymmetric information between them and those selling them mutual 
funds. The losses are such that retirement and savings plans are being seriously 
compromised. Ultimately, the reparation cost will fall to Government and all taxpayers to 
rectify. Accordingly, we strongly encourage and support the Joint Forum to proceed with 
this initiative without undue delay. 
 
We greatly appreciate the opportunity to have provided an input and sincerely hope the 
future will be better for mutual and Seg fund investors. 
 
Should you require any additional information, please do not hesitate to contact us. 
 
Sincerely,  
 
Ken Kivenko P.Eng. 
President, Portfolio Analytics  
(416)-244-5803  
kenkiv@sympatico.ca  
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Neil Mohindra                                                                                         July 5, 2007 
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 on POS Framework Proposal 
Consultation Paper NI81-406 


 
 
 
 
Kenmar appreciates the opportunity to comment on the Joint Forum proposal National 
Instrument 81-406. We applaud this sorely needed initiative. While we are disappointed 
not to see some of the wonderful ideas of the FAIR Dealing Model  (FDM), this proposal 
takes a number of constructive steps towards protecting retail investors . Many issues 
occur at the point-of-sale that are related to conflicted advice, unscrupulous sales 
practices and adviser incompetence. This initiative is perhaps the single most important 
investor protection regulatory proposal for retail investors. 
 
Kenmar is dedicated to investor protection and education. We maintain a website 
www.canadianfundwatch.com and publish a bi-weekly publication the Fund 
OBSERVER. Kenmar is actively works with seniors groups, regulators, politicians and 
the media in trying to represent the interests of Main Street.  
 
Our comments, primarily focused on mutual funds, follow: 
 
POS disclosure is one element, albeit an extremely important one, in the investor 
protection control system Others include robust fund regulations, registrant 
qualifications, NAAF/KYC information, Continuous Disclosure documents, fund 
governance, effective regulatory enforcement, fair dispute resolution, informative Client 
statements and investor education. As confirmed by the Forum’s excellent research ,  
retail mutual fund investors are among the most vulnerable investor groups and thus, 
regulators have a special duty to safeguard them. It is essential that all elements of the 
control system properly mesh so that the overall system functions as desired. 
 
Behavioural finance research suggests that most people are far from the rational ‘utility 
maximizers' theory assumes. Instead, they are financially unsophisticated, lacking in 
knowledge, self-discipline and firm preferences, and easily influenced by outside 
‘experts'. A 2006 IFIC investor survey asking Canadians why they had invested in mutual 
funds, found 85 % were, to put this in plain language, persuaded by “someone who 
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provided me with advice and guidance”. The OSC FDM Concept Proposal concluded 
that, to a significant degree, adviser compensation rather than the best interests of 
investors is driving purchase recommendations. This has resulted in a $700 billion plus 
high-fee Canadian mutual fund industry which is dramatically sub-optimizing the assets 
of the  middle class . 
 
A January 2006 U.S. study Assessing the Costs and Benefits of Brokers in the Mutual 
Fund Industry that suggests that most mutual fund buyers do not benefit financially from 
professional advice. The researchers note that while brokerage customers are directed 
toward funds that are harder to find and evaluate, brokerage customers pay substantially 
higher fees and buy funds that have lower risk-adjusted returns than directly-placed 
funds. Comparing weighted average returns, net of all fees except charges paid up front 
or at the time of redemption, equity funds sold by brokers had an average annual return of 
2.9 % between 1996 and 2002. Yet equity funds purchased directly earned 6.63 %, the 
professors report in one table. Conflicts-of interest are at the root of the problem 
Source:http://papers.ssrn.com/sol3/papers.cfm?abstract_id=616981
 
NASD, formerly known as the National Association of Security Dealers, announced June 
28th, 2007 that it has settled cases against 3 firms involving mutual fund sales violations. 
The firms recommended and sold DSC class mutual funds to their clients and did not 
adequately consider, on a consistent basis, important suitability factors [age, time 
horizon, type of account, objectives etc.]. This resulted in undue expenses and liquidity 
constraints .So, are investors indeed getting the shaft? 
http://www.nasd.com/PressRoom/NewsReleases/2007NewsReleases/NASDW_019355
 
A September, 2004 CARP Report, GIVING SMALL INVESTORS A FAIR CHANCE: 
Reforming the Mutual Fund Industry, urged for a number of major reforms including 
improved Point of Sale disclosure. Another 2006 study led by Harvard Professor Peter 
Tufano, Mutual Fund Fees around the World found Canada to have the highest fees in 
the world, a strong indicator that all is not well. 
 
Can it be shown that the typical Canadian mutual fund investor is not getting a fair deal 
from the mutual fund industry? We believe it can. Professor Keith Ambachtsheer did so 
recently in the article Losing Ground: Do Canadian Mutual Funds Produce Fair Value 
For Their Customers? (with Rob Bauer, Canadian Investment Review, Spring 2007) 
http://www.investmentreview.com/archives/2007/spring/CIR_01-2007losingground.pdf 
His CONCLUSION: “The preceding financial analyses suggest that the vast majority of 
the 60% of the Canadian workforce who are not members of occupational pension plans 
will have a very difficult time generating adequate pensions by investing their retirement 
savings through the mutual fund sector. This is so despite the very high 20%-of-pay 
savings rate assumed in the example. The sales/investment expenses wedge being 
imposed by Canada’s for-profit financial services industry is simply too large”  
 
A number of macro-economic and industry trends are also of concern. Through 
acquisitions, the number of truly independent advisers continues to shrink. Wrap 
accounts and funds-of-funds are increasingly being promoted with their still higher fee 
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structures. While international mutual funds may make sense for some, they carry higher 
MER’s –interestingly, few advisers recommend low-cost ETF’s, Index mutual funds or 
Fundamental Index funds for this purpose. Life cycle funds with time-varying MER’s are 
also being promoted-these too carry heavy front-end MER’s. Corporate pension plans are 
being converted to defined contribution plans or eliminated altogether. This is increasing 
the dependence of the average Canadian on mutual funds to provide a comfortable 
retirement. Group RRSP and Defined Contribution plans are making use of mutual funds 
as well And, an aging population means that seniors will be increasingly targeted by the 
financial services industry . The old truism, Mutual funds are sold not bought, is as true 
today as it ever was. 
 
All of this suggests that the Joint Forum’s POS disclosure improvement initiative is 
indeed timely and critical. This goes beyond mere securities regulation-a fundamental 
and critical social issue is being addressed. The Joint Forum now has a unique 
opportunity to positively affect the lives and retirement plans of over 10 million 
Canadians. It will take courage , hard work and determination to do the right thing. 
 
We now present some of out thinking based on extensive experience with investors. 
 
What we like about the NI 81-406 proposals 
 


• basic plain language employed 
• pictures, bolding, color are inviting  
• font size seems adequate for use by seniors 
• Fund Facts (FF) available prior to purchase  
• the inability of investors to waive receipt or to accept oral delivery of FF 
• much of the key data required is presented 
• appears to encourage investor-adviser interaction [ there is no delivery sign-off 


however] 
• the lack of access equals delivery provisions 
• the warning that certain funds should not be bought for income 
• industry Consumer Guide ditched 


 
Concerns:  1. Numeracy / financial literacy may be less than Grade five  


and 2. Data is not information  
 
 
 
Investors should want to know 
 


• expected performance of the fund pre-AND after-tax 
• the chance of losing money [risk] 
• what the ongoing annual cost of the fund is and the long- term effect of annual 


cost decompounding [ context would be provided by annunciation of the impact 
of fees on long-term returns] 


• what they get for the fees paid [portfolio management., admin, regulated 
Continuous Disclosure reports, client statement and professional Investment 
Advice ] 
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• how the price of the fund compares to alternatives [ other classes /series and other 
funds, including index funds] 


• portfolio fit [the fund’s role in the portfolio wrt investor objectives] 
 
 
 
 
 
 


Our proposed User Guide can fill in the voids created by the use of the 
necessarily abbreviated 2-page Fund Facts document. It will add all-
important perspective and turn Fund Facts data into information. 


Expected performance-key requirements 
 


• identification of the fund  [ Category, series/class and fund Code identifiers are 
needed] 


• CAGR range for the category over 10 years [clearly identified as pre-tax and 
assuming reinvestment of all distributions. We recognize that income investors 
who receive monthly distributions will have to look elsewhere for fund yield] 


• comparison with benchmark (s) [NI81 -406 should require benchmarks lined up 
against performance-this will motivate investors to ask intelligent questions. We 
regard this as an essential data element in Fund Facts (FF)] 


• income tax liabilities [classic Moshe Milevsky study on the impact of income 
taxes on posted returns makes it clear after-tax returns more useful for those with 
taxable accounts] 


• year-over-year variability of returns [the proposed history chart is fine] 
 
 


Investors would benefit from knowledge of exactly what they are being 
sold and expected pre-tax returns/risks and after-tax returns. 


 
 
 
 
Chance of losing money indicators 
 


• year-over-year variability of returns [pre-tax return not always a reliable measure 
outside a tax-deferred account] 


• price-to-earnings ratio of fund holdings [for equity funds] 
• worst 12-month performance would be a good indicator  [by fund or category; we 


believe investors will relate better to this than the IFIC volatility scale and thus 
recommend it] 


• Beta [plain language equivalent to describe relative market risk] 
• maximum Drawdown  [a fundlibrary.com metric; also a good risk indicator] 


 
 


Retail investors do not understand risk concepts in the portfolio context 
and 81–406 perpetuates the confusion. IFIC “risk” scale is based solely 
on volatility. We discuss this further later on.
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The cost of owning the fund 
 


• MER percent and TER percent for the class/series [TER should be provided 
where meaningful as it is a very real cost of ownership] The MER presented 
should be the maximum delineated in the Prospectus. This will unmask any 
temporary fee waivers and embedded trailer escalators. The adviser can define the 
actual MER at the point of sale. 


• sales commissions to be incurred in  % and $’s and cents 
• ongoing trailer commissions [this deserves much better explanation as it is at the 


core of the skewed advice controversy and unduly high fees being incurred by 
Canadian fund investors. Page 187 of the 2004 OSC FDM Concept Paper stated 
“.. It appears, for example, that few retail investors really understand what a 
trailer fee is, or its impact on their long-term investment..”] 


• the long-term de-compounding effect of fees and taxes [ this extremely important 
context is not captured by NI81 –406 initial proposals in our view] 


 
Investors cannot relate the MER and annual trailer commissions to their 
long-term multi-year adversely impacted returns. NI81-406 should do 
much more in this area. The generic chart below, if included in the User 
Guide, tells the message at a glance. It would prompt informed questions 
which is the purpose of the POS disclosure.  


 
 
 
 
 
 
 


 
 
Price comparison 
 


• Fund Category [FF’s should disclose per CIFSC standard] 
• average MER plus TER for category {TER is a real cost to the investor, not just 


MER and should be disclosed) 
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• comparable ETF's [this could be covered in the User Guide] 
• other expenses [short-term trading fees, DSC early redemption penalty fees, asset 


allocation service charges, wrap fees etc. are not mentioned  but could be 
referenced in the Guide] 


 
 
 
 
 
 
 
 


Investors do not know what they are paying in annual fees in dollars and 
cents terms. Enhanced client statements would increase investor sensitivity 
to actual fees, personal performance, tax issues and risks. NI81-406 does 
not deal with Client statements but they are crucial to get the full payoff of 
better POS Disclosure. The FDM dealt with this aspect in depth. 


Observed Investment Suitability Issues 
 


• KYC/ Investment Policy Statement [regrettably, IPS’s rarely used in practice] 
• only about 30 % of Canadians have a financial plan 
• the role the fund is to play in the portfolio 
• excessive fees, expenses, income taxes and interest on unnecessary loans  
• liquidity [ the DSC is an inhibitor that investors do not comprehend until they try 


to redeem] 
• transferability [proprietary funds have caused many heartaches for unsuspecting 


investors wishing to change firms] 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Unsuitable fund investments are the Number One cause of retail investor 
complaints [2006 OBSI Annual Report] .They are unnecessarily costing 
Canadians billions of dollars annually. Many of these  investor-protecting 
items cited above should at least be touched on in the User Guide to create 
awareness. We add parenthetically that IFIC has suggested a POS 
Disclosure  form requiring an investor to sign-off on a purchase prior to 
making the investment. http://www.ific.ca/pdf/invest/investor-
questionseng.asp . A more comprehensive version of such a form can be 
found at www.investorism.com . NI81-406 has no requirement for proof-
of-delivery  or investor sign-off of his/her understanding of the fund and 
applicable terms and conditions. This could become an issue should a 
dispute arise. 


 
Common Fund investor issues and complaints 
 


• Unsuitable investments/skewed advice 
• fund churning and undue account leveraging 
• excessive fees [Canada highest in the world, Tufano et al Research study] 
• income tax liabilities [can be more important than fees over the long run] 
• location - RSP versus open taxable account [per IFIC about 50 % of fund assets 


are in taxable accounts] 
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Investors do not know their real personal rate of return or how they are 
doing towards meeting their retirement / savings objectives. This is a 
fundamental information gap that better POS disclosure alone cannot 
resolve. Armed with this powerful information, investors would be more 
critical and inquisitive. The end result would be increased investor 
satisfaction and increased financial health. Client statements are the proper 
location for this information. 


Observations and Open Questions 
 


• Legal status of Fund Facts document? [precedence of Docs in event of dispute] 
• registration of salespersons aka “advisers”  
• Are insurance registrants trained and qualified to sell an investment product such 


as a Segregated fund? 
• U.S. “12b-1” like distribution expense line item disclosure in prospectuses and 


Annual reports? [this cost breakout would further illuminate a dark area of fund 
expenses in Fund prospectuses] 


• Enforcement is a key success factor of these proposals 
• What is FDM status/ Client statements? [Without better client statements 


investors will not achieve the full benefit of enhanced POS disclosure. Statements 
close the loop of investor protection] 


• regulation of structured products utilizing mutual funds (and hedge funds) such as 
PPN's? [ currently bypassing securities regulations and regulators] 


• dispute resolution for Segs? –we suggest that the Joint Forum  consider providing 
OBSI the mandate to resolve disputes involving Seg funds or  client accounts 
involving both Seg and mutual funds . This will harmonize the dispute resolution 
process for mutual funds and Seg funds and make the process a lot more investor-
friendly. 


 
Our Joint forum POS User Guide content suggestions 
 


• How to use Fund Facts 
• Why the MER and TER are important /other fund expenses 
• what else to consider or query  
• the advice- skewing potential of trailer commissions on advisor recommendations  
• the adverse impact of fees and taxes on long-term performance 
• the concept of an investment portfolio and portfolio risk [as opposed to single 


fund risk] 
• insurance protection [ or lack thereof ] for mutual fund investors .Many believe 


that mutual funds are covered by CDIC especially those bought via a bank branch. 
• where to get additional information [ the Simplified prospectus, SEDAR, MRFP 


etc.] 
• where to complain if a dispute arises [Dealer, OBSI] 
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The User Guide can complement the limited 2-page information sheet by making 
the investor think and educate her (him) self while making a purchase decision.  
Reference could be made to InvestorEd.ca and its fee-impact calculator, 
Morningstar.ca (contains after-tax return metrics) and Fundlibrary.com  (contains 
Maximum Drawdown risk metric) .Our proposed User Guide could also include 
case examples on how to use information to make better decisions and  prevent 
downstream problems and complaints. The idea is to encourage questions. 


The Fund Facts form does not make it  sufficiently clear that the MER expense deduction 
from fund assets contains a provision for paying salespersons sales commissions and 
trailer commissions.  As written, there is the false impression created that any “ advice” 
being provided is “free”.  Indeed, it is not all evident that there is even a contractual 
obligation to provide investment advice, as that term is commonly understood.  
Prospectuses refer only to providing service, client statements, T- slips and the like.  
Some firms refer to trailers as service fees, a fuzzy term. Under CRA tax rulings, trailer 
commissions are in fact sales commissions and not a service subject to GST. 
 
As regards investment risk, the proposed assessment methodology is based on IFIC 
Recommendations for fund Volatility Risk Classification.  There are a number of major 
issues here.  First, IFIC is the fund industry's lobbyist so it is not immediately evident that 
the proposed measure is unbiased and/or appropriate.  It has not been subject to serious 
third-party review and critique. Second, the document is not public but we understand it 
is based entirely on the standard deviation.  As such, it omits governance risk for 
example.  The standard deviation is a measure of volatility which the Joint Form has 
relabeled as risk in the Fund Facts. A fund could have low volatility but still be an 
unsuitable investment for the risk averse. Thirdly, since the document is under IFIC 
control and not public, it could be changed or misapplied without the knowledge or 
concurrence of investors or regulators.  Finally, the risk section omits the fact that mutual 
funds are not protected by CDI C or any other insurance in the event of insolvency or 
fraud. Norbourg fund investors have come to learn to their sorrow what lack of insurance 
coverage and fund governance can mean. Millions of Canadians learned to their surprise 
and shock that abusive market timing robbed them of over $200 million due to 
governance breakdown. We recommend a notation on the FF and/or in the Guide. 
 
As the POS Framework does not mandate physical client-salesperson  interaction we 
suggest a page 1 FF Header in bold RED -  IMPORTANT : READ THIS 
DOCUMENT BEFORE PURCHASE – AND a Footer –DATE RECEIVED: 
dd/mm/yyyy. This will help in ensuring delivery and help prevent the FF from getting 
lost in a maze of marketing materials. The User Guide would suggest retention of the FF.  
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We have no material comments regarding Cooling- off rights except to note that 
sophisticated marketing and sales techniques are employed that can hijack the minds of 
financially illiterate, trusting retail investors. Seniors are especially vulnerable. 
 
We respond to the specific questions posed below: 
 
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? Response: If there are no material changes there 
should not be a need to overload the investor with redundant information. It is important 
however that investors continue to have the right each year or on demand to request the 
prospectus, financial statements and MRFP. 
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? Response: The MRFP and Annual 
reports/financial statements should be a good source for updated information providing 
they too are in plain language. There should be an obligation on the dealer to update 
investors if there is a material change. 
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? Response: IF MRFP were improved in quality, they could be a very 
good source of buy, hold or redeem decisions. The key success factors are competent 
ethical advisers who understand portfolio construction and have the necessary 
quantitative skills to tailor the portfolio to the individual investor’s needs. 
Questions about delivery 
We are seeking comments on a number of issues relating to delivery of the Fund Facts 
because we recognize that the requirement to deliver the document before or at the point 
of sale represents a significant change to the way that mutual funds, and to some extent 
segregated funds, are currently sold. 
We believe that a flexible approach to delivering the Fund Facts will help address the 
differing needs and expectations of investors while meeting our goal of providing 
information at the time most relevant to their investment decision. We are willing to work 
with industry to help make the transition in as reasonable and cost-effective manner as 
possible. 
4. Do the delivery methods described above give investors and industry enough 
flexibility to make and execute investment decisions in a timely manner? Response: This 
seems more than adequate although with new technologies the number of methods of 
delivery is growing all the time. For DIY’s, internet access may be adequate. 
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 
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point-of-sale? Response: The key point is that the delivery takes place prior to purchase. 
We suggest that in the absence of any proof-of-delivery that at least a Date Received 
dd/mm/yy block be a footer on page 2 of FF that would be completed by the investor and 
retained by him/her. 
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? No comment  
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? Response: In the Information Age this should be a rare event. The internet, 
wireless email, powerful laptops, mobile devices, FAX, slim portable printers etc. should 
make such an eventuality rare.  
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? Response: SRO’s 
could get into the dispute resolution business or OBSI’s [or equivalent insurance industry 
ombudsman] role could be expanded. We would like to see OBSI given the mandate for 
dealing with Seg fund complaints if they are part of a diversified investment portfolio 
purchased through an IDA or MFDA member firm. 
Question about funds with multiple classes, series or guarantee options 
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.  
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? Reponse: This 
is a critical point and could dramatically alter long-term portfolio performance. The Fund 
Code and Fund Class/Series should be revealed in the Fund Facts. [In recommending the 
purchase of mutual funds, a firm/adviser must assess the suitability of the class of units to 
be purchased as well as the suitability of the particular fund. Primary considerations 
include the investment amount, the expected term of the investment, the applicable sales 
loads, fees and expenses associated with each class, liquidity, the type and purpose of the 
account and the effect of such factors on the ultimate return on investment to the 
investor]. The User Guide should mention the general topic of different versions of the 
fund and encourage investors to ask questions in this area. We add parenthetically that 
the TER should also be disclosed as it adds to the cost of ownership and is a rough 
indicator of tax vulnerability. In the case of Bond funds or balanced funds, the portfolio 
Turnover [measured as average hold period] might be an indicator of tax liability. In any 
event, some disclosure surrounding income taxes is required Also, performance [not peer 
] benchmarks should be added –without this fundamental information, the retail investor 
has no perspective upon which to base an investment decision.  
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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. Response: This is a fact of life; mutual 
funds are long-term investments so quarterly information should not in general be a 
major issue. It is important for the investor to understand that portfolio performance is 
determined more by asset allocation, fees and taxes than by individual fund /security 
selection. The User Guide could be employed to make this critical point in plain 
language. 
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? No Comment. 
11. 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? Response: Unless there has been a material change, 6 
months should be adequate. 
Question about misrepresentation in Key Facts 
12. Are there other ways to ensure investors have a meaningful remedy for any breach of 
contract? Response: OBSI is the natural route if they are given the mandate. Otherwise 
the provincial regulator/SRO will have to fill this void. The only other option is 
expensive and time-consuming civil litigation. or Small Claims Court 
 
One other point: In the For More Information Section of FF there is a reference to a  
simplified  prospectus .At least 3 of our readers thought “simplified” was an adjective, 
not realizing it’s part of the official document name. This is the first mention of this 
ominous sounding document. You might want to add a little explanatory meat around this 
key document. Suggestion-The simplified prospectus contains much more detail about 
the fund-ask your adviser for a copy or contact: [how will the simplified prospectus 
actually be incorporated in the FF by reference?] 
 
In summary, we have provided a number of areas where Fund Facts can be enhanced 
without we believe exceeding the 2-page constraint. Benchmarks and trailer commissions 
top the list. We have recommended that a short User Guide be prepared by Regulators 
that would illustrate how to use the data to make informed investment decisions. As a 
collateral benefit, retail investors will be adding to their financial literacy base.  
 
Kenmar firmly believes in capitalism and that the fund industry is entitled to a fair profit 
for their work. At the same time, we believe the excesses of capitalism which have 
manifested themselves in this industry need to be curbed by regulatory action. This is a 
now a national social problem that if not dealt with, will result in a very disappointing 
retirement for millions, despite years of saving. Ultimately, the reparation cost will fall to 
Government. Accordingly, we strongly encourage and support the Joint Forum to 
proceed with this initiative and to be resolute in its timely incorporation into law. 
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We hope that this Commentary will prove useful to the Joint Forum as it considers the 
optimum ways to protect retail mutual fund and Seg fund investors at the point –of- sale 
and at points thereafter. 
 
Should you require any additional information, do not hesitate to contact us. 
 
Sincerely,  
Ken Kivenko P.Eng. 
President and CEO, Kenmar  
(416)-244-5803  
kenkiv@sympatico.ca  
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		POS disclosure is one element, albeit an extremely important one, in the investor protection control system Others include robust fund regulations, registrant qualifications, NAAF/KYC information, Continuous Disclosure documents, fund governance, effective regulatory enforcement, fair dispute resolution, informative Client statements and investor education. As confirmed by the Forum’s excellent research ,  retail mutual fund investors are among the most vulnerable investor groups and thus, regulators have a special duty to safeguard them. It is essential that all elements of the control system properly mesh so that the overall system functions as desired. 

		 

		Behavioural finance research suggests that most people are far from the rational ‘utility maximizers' theory assumes. Instead, they are financially unsophisticated, lacking in knowledge, self-discipline and firm preferences, and easily influenced by outside ‘experts'. A 2006 IFIC investor survey asking Canadians why they had invested in mutual funds, found 85 % were, to put this in plain language, persuaded by “someone who provided me with advice and guidance”. The OSC FDM Concept Proposal concluded that, to a significant degree, adviser compensation rather than the best interests of investors is driving purchase recommendations. This has resulted in a $700 billion plus high-fee Canadian mutual fund industry which is dramatically sub-optimizing the assets of the  middle class . 

		A number of macro-economic and industry trends are also of concern. Through acquisitions, the number of truly independent advisers continues to shrink. Wrap accounts and funds-of-funds are increasingly being promoted with their still higher fee structures. While international mutual funds may make sense for some, they carry higher MER’s –interestingly, few advisers recommend low-cost ETF’s, Index mutual funds or Fundamental Index funds for this purpose. Life cycle funds with time-varying MER’s are also being promoted-these too carry heavy front-end MER’s. Corporate pension plans are being converted to defined contribution plans or eliminated altogether. This is increasing the dependence of the average Canadian on mutual funds to provide a comfortable retirement. Group RRSP and Defined Contribution plans are making use of mutual funds as well And, an aging population means that seniors will be increasingly targeted by the financial services industry . The old truism, Mutual funds are sold not bought, is as true today as it ever was. 
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October 15, 2007 


Sent via E-Mail: jointforum@fsco.gov.on.ca
 


 
Joint Forum Project Office 
Attn: Neil Mohindra, Acting Policy Manager 
5160 Yonge Street  
Box 85, 17th Floor  
North York, Ontario M2N 6L9 
 
 
Dear Mr. Mohindra: 
 
 Re: Point of sale disclosure for Mutual Funds and Segregated funds 
 
 
 I would like to start with a few general observations of the proposed framework 
for 81-406, then I will address each question that you have posed to dealers, insurers, and 
investors. 


As a National Compliance Officer, President, and CEO of a medium sized mutual 
fund dealer (MFDA Member) I strongly endorse the implementation of the two page 
“Fund Facts” document. I feel that most, if not all, clients will review this document 
before or at the time of sale. As you have noted in your findings most clients find the 
eighty to ninety page “Simplified Prospectus” very overwhelming and full of legalese 
that discourages them from even starting to review the document. We have had many 
clients leave our meeting rooms with a bag full of prospectuses and semi-annual or 
annual documents only to leave them in the reception area (for re-use we imagine) or toss 
them into the nearest garbage can. While we have met our regulatory obligation to 
provide these disclosure documents to the clients before or at the time of sale, most 
clients can’t be bothered to spend even ten minutes to review the pertinent sections 
regarding their purchase.  
 The proposal that Dealers and Insurers will be responsible for meeting the 
delivery obligations seems to be highly impractical. The responsibility for delivery 
should fall squarely on the shoulders of the salesperson in the field. It is he or she that sits 
before the client and explains the details of the mutual funds or segregated funds to be 
purchased. The only way that I can see for the dealer and insurer to show proper delivery 
is to mail the appropriate Fund Facts to the client via Canada Post, a wholly inefficient 
process when clients may not have enough knowledge to narrow down their choices 
(additional, unneeded Fund Facts delivery takes us back to the volume of a simplified 
prospectus). Further, there will be or could be delays in trade date processing which is in 
direct conflict with NI 81-102. Dealers and registered branches are required to process 
client trade instructions on the day of receipt (if communicated during market hours). It is 
very likely that trades will be delayed until it can be verified that the Fund Facts were 
delivered before the sale. If the mutual fund’s net asset value were to go up in the next 
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one or two days you can be sure that those clients will be demanding those profits 
retroactively. 


Since this proposed framework appears to have originated with the well 
intentioned “fair dealing model” I think it is appropriate to re-visit the notion of a self 
managed account which I believe was very well received by the industry. There should 
be allowances made for the do it yourself investor who does his or her own research, 
visits mutual fund company websites to review the pertinent Fund Facts documents, and 
chooses to execute the trade the following business day. Dealers, insurers, and 
salespeople should be held to a lower standard for self managed accounts for point of sale 
delivery requirements. Typically, these self managed accounts will have a Limited 
Trading Authorization on file with the dealer for the sole purpose of being able to email 
or telephone trade instructions to their licensed advisor. It is unfair to our industry as a 
whole that these self managed accounts be serviced exclusively by the discount broker in 
the IDA channel (a channel that now has minimum annual fees and or minimum account 
sizes that preclude many thousands of Canadians from participation in).  
 The two day cooling-off period makes sense for initial purchases but it makes no 
sense for subsequent purchases of the identical fund within a short period of time. Fund 
Facts will change very little over time. Regulators acknowledge that investors appear 
overwhelmed by the volume of paper received from the mutual fund industry. Multiple 
deliveries of Fund Fact documents would appear to exacerbate this problem. 
 As an alternative may I suggest that the mutual fund managers post a list of all of 
their Fund Facts with the latest publication date so that if a subsequent purchase is made 
for a fund that has not published a newer version of the Fund Facts the requirement for 
delivery be waived.  
 Finally, the delivery requirement for Fund Facts should be waived for clients who 
want to switch immediately into money market funds or insured high interest accounts at 
the same fund company, in a quickly falling equity or bond market. It is not practical to 
delay a “flight to safety” trade for a worried client, and we envision a huge increase in the 
number of complaints regarding trade delays to the MFDA, Ombudsman, and Securities 
Commissions if this exception is not permitted.  
 
Questions from Point of Sale Disclosure Proposed Framework 
 


1. Waive the requirement to deliver the Fund Facts for all subsequent purchases of a 
fund, unless there is a significant change in the investment policy of the fund. 
Fund companies are already required to notify investors of such changes, so it 
would not pose a burden for fund companies to enclose the two page Fund Facts 
in the same package.  


 
 
2. Send updated Fund Facts with the annual investment statement. 


 
3. Fund annual reports do provide enough information to make a subsequent 


purchase decision.  
 







4. Yes, however, unexpected sales in the rural market should allow for the 
investment advisor to take a post dated order, pending receipt by fax, ect. and 
approval by the investor. 


 
5. No other options come to mind. 


 
6. No significant changes are anticipated for this mutual fund dealer. The investment 


advisor will likely appreciate the flexibility of carrying Fund Facts for his 
preferred list of funds instead of the forty or fifty fund documents.  


 
7. I don’t see this as a big problem. It would be very unlikely that a knowledgeable 


investor would buy a GIC instead of waiting a couple of days to buy a mutual 
fund or segregated fund- except on the last day of RRSP season.  


 
8. None come to mind. 


 
9. Multiple classes or series of mutual funds should be on the same document 


because there would only be changes to MERs and trailer fees. Segregated funds 
with very different guarantee options could be on one document as long as the 
options are clearly laid out for the investor.  


 
10. Semi annual updates of the Fund Facts should be sufficient and would be 


consistent with existing regulatory requirements. Most mutual funds do not 
change significantly from quarter to quarter. Current changes could be listed on 
fund company websites at the discretion of the mutual fund manager.  


 
11. As an investor I would be satisfied with semi annual updates. 


 
12. None come to mind. 


 
 


Thank you for providing us with the opportunity to comment on this important  
initiative. If you require any other information or clarification of the above statements 
please contact me at (403) 252-5222 or by email to: markkent@portfoliostrategies.ca. 
 
 
 
Sincerely,  
 
 
 
Mark S. Kent, CFA 
President and CEO 
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