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QUADRUS

Quadrus Investment Services Ltd.

2585 Dutferm Avenus
London, Onlario
NGA 4K

October 15, 2007

Joint Forum Project Office

5160 Yonge St. VIA: FAX/ICOURIER/E-MAIL
Box 85, 17th Floor

North York, ON

M2N 6L9

Attn: Mr. Neil Mohindra
Acting Policy Manager

Re: Joint Forum Proposed Framework 81-406

Dear Sir:

We are writing to provide our comments on the Joint Forum of Financial Market
Regulators (“Joint Forum”) Proposed framework 81-406, Point of sale disclosure
for mutual funds and segregated funds (“Proposal’).

Quadrus Investment Services Ltd. (“Quadrus”) is one of the largest mutual fund
dealers in Canada with more than 3,600 registered investment representatives.
We are a member of the Great-West Lifeco group of companies, which includes
The Great-West Life Assurance Company, London Life Insurance Company and
The Canada Life Assurance Company. We are also affiliated with Investors
Group Inc. (“Investors Group”) and its subsidiaries Mackenzie Financial Inc.
(“Mackenzie”) and Investors Planning Counsel Inc. (“IPC”} through Power
Financial Corporation.





Quadrus is regulated by the Mutual Fund Dealers Association of Canada
("MFDA") in addition to each of the provincial and territorial securities
commissions in Canada. We are also a member of the Investment Funds
Institute of Canada (“IFIC").

Quadrus administers some $5.2 billion** in assets under administration, including
over $1.9 billion* in our proprietary mutual fund family, Quadrus Group of Funds,
managed by Mackenzie Financial Corporation.

We have had the opportunity to review the submissions made by IFIC, and we
generally support them. The following comments reflect areas of specific

concern to us.

Quadrus fully supports the development and provision of simple, accurate
disclosure materials for consumers of mutual funds. We feel that the Proposal
has many positive elements, including simplicity and usability. However, we are
concerned that certain aspects of the Proposal have the capacity to generate
significantly negative consequences that we believe are unintended. We are
concerned that these unintended consequences flow from the treatment of all
potential consumers of these products in the same way, ignoring material
differences between the consumers themselves and the various ways in which

they choose to deal with these products.

The following sections address our primary concerns in the following areas.
Content of Fund Fact Document

Implications of Prior Delivery

Implications of Cooling Off Period

For each issue we describe our concerns and set out proposed solutions.

' *as at Dec. 31, 2006





Content of Fund Fact Document:

The Proposal requires that compensation and fees be disclosed in each Fund
Fact document. We are concerned with placing this level of disclosure in a single
Fund Fact document as it may be read to suggest that clients are required to pay
certain fees (for example, when switching from one fund to another in the same
fund family under a deferred sales charge (“DSC”) option) when they are not.
Fees are generally set at the level of the prospectus covering all funds available
under that prospectus, and not at each specific fund level. Clients should also be
made aware of their investment options within the fund family as well, to avoid
concerns that they may subsequently transfer outside a fund at a cost to them
when they could have obtained a comparable fund within the family at no cost.
We are concerned that the Proposal does not recognize the important concept of
the “fund family”, potentially to the serious detriment and confusion of the
consumer. We strongly support any initiative to ensure that this concept is

maintained, as it provides significant benefits to the consumer.

We are also concerned about certain logistical issues involved in the Proposal.
Our investment representatives can offer mutual funds from the vast majority of
Canadian registered fund managers in addition to our proprietary family of funds.
As noted in other submissions, the requirement to deliver a single Fund Fact
document prior to sale will have a significant impact on any dealer that offers a
full investment menu to its clients. Investment representatives will not be able to
carry the amount of paper required to provide a full selection to clients, and we
are concerned that the Proposal will serve to limit the number of investment
choices that investment representatives are physically able to make available to

their clients.

This approach may serve to limit the range of fund choices that remain viable. It
may not be too much of an exaggeration to conceive of an evolution towards

fewer funds, and perhaps even ending in asset allocation funds being the primary





choices available. We do not believe that limiting consumer choice, in an
environment where diversification is a valid and appropriate investment risk

management strategy, is a good outcome.

IFIC has suggested the creation of a document, comparable to the “Key Facts”
document proposed for segregated funds, setting out the various funds, fees and
access rights available to clients who invest in a mutual fund that is one of a
family of funds. We support that position.

Additionally, compensation is often set between the client and the investment
representative/dealer at the point of opening an account with the dealer, rather
than when buying a fund. In this regard, we agree that any discussion of the
disclosure of investment representative compensation should be integrated into
the Client Relationship Model discussions within the current registration reform
initiatives undertaken by the Canadian Securities Administrators. Doing
otherwise runs significant risk that we will end up with incompatible or duplicate
required disclosure materials. We are concerned that this could create confusion
amongst clients, increase the paper load of clients, dealers and investment
representatives without the intended benefit and increase audit and compliance
requirements surrounding confirmation of delivery. We believe that the Client
Relationship Model initiative is the right forum to discuss and determine issues of

compensation disclosure.

Prior Delivery Requirement Will Create Delays in Trading:

One of the many benefits of mutual funds is their liquidity. Clients can easily and
rapidly arrange to sell one fund at today’s price and buy another. Although
generally designed as investments for long term investors, this flexibility allows
clients to manage their portfolios through personai and market developments.
Currently, the industry is structured to effectively and efficiently process clients





trading instructions. We believe that clients have come to expect rapid service
when they have come to a decision regarding their portfolio.

We are very concerned that the Proposal has the potential to seriously impact
our ability to provide this expected level of service to our current and future
clients. Indeed, we are concerned that the Proposal could lead consumers away
from mutual funds and towards less regulated, and potentially less appropriate,
investment vehicles that are not subject to these requirements.

The Proposal requires that Fund Fact documents be delivered to the client prior
to any trade taking place. The Proposal also states that failure to deliver the
Fund Fact document allows the client to get out of the fund at any time and
receive their initial investment amount back, free of fees. The combination of
these requirements means that dealers will have to develop rigorous compliance
and oversight structures to ensure that they have evidence that the client
received the Fund Fact document. The cost of complying with this will be
significant and we believe it will exceed any cost reductions/savings (prospectus
printing and mailing for example). The majority of our initial account opening
business is transacted face to face, which would allow for hand delivery of the
document and sign off by the client indicating receipt. However, the majority of
our subsequent transactions take place over the phone: clients contact or are
contacted by their investment representative, who is authorized to take
instructions by telephone and process the trade. In such situations, the only way
that the dealer can be certain that the client receives the document in advance is
to deliver it to the client and receive confirmation of delivery from the client.

As noted by IFIC and others, the current state of security for internet
communications is not generally considered satisfactory for the communication of
confidential information. We are concerned that building a compliance structure
around the delivery of investment instructions by insecure email could create
potential liability for the dealer if that information is intercepted by someone other

than the recipient. Similarly, we are concerned that the institutionalized faxing of





confidential information could lead to that information being intercepted, leading
to reputational damage to the dealer and potential liability.

Although future developments may make the concept of “push” electronic
delivery of investment information viable, at the present time, we are not satisfied
that current security controls are sufficient for either email or fax delivery to avoid
these significant potential pitfalls. We do not believe that a disclosure structure
designed to serve clients should be limited to communication channels that
remain subject to such significant concerns.

Given the foregoing concerns, we believe that anything short of a signed receipt
from the client is not likely to satisfy the audit trail required to ensure compliance
with the prior delivery requirement.

For telephone transactions, this would mean significant delays for clients. Clients
would have to be told that we would send them the materials in the mail, that
they should execute the appropriate form and return it to us in the postage paid
envelope and we would process their trade request on and as of the date the
dealer receives it. This would severely restrict the usefulness of mutual funds as
an investment vehicle for clients, and could resuit in the movement of clients into
less restrictive products, including principal protected notes, exchange traded
funds, stocks and bonds or GIC's. We believe that the diversification and
expense sharing features of mutual funds make them excellent investment
vehicles for the Canadian public, and any initiative that is likely to make sUch
vehicles less attractive requires extraordinary justification. We suggest that
many consumers of mutual funds in Canada, if made aware of the implications of
this Proposal to their trading rights, would choose to forgo prior receipt of the
materials.

With that in mind, we note that the Proposal specifically forbids the client from

making any decision regarding receipt of the materials: there is no choice in the





matter. This appears to us to be a significant and valuable right of the client that
is being removed — the right to choose how they deal with their investments. We
do not support any disclosure regime that, despite its good intentions, results in

the loss of a significant client right (to trade immediately) without giving the client

any choice in the matter.

In keeping with the understanding that all consumers are not alike and that
consumers should not have their rights interfered with and the principle that
consumers should have the ability to make decisions as to how they wish to deal
with their investments, we propose that clients should retain the ability to make
an informed choice as to how they will receive Fund Fact information on

subsequent transactions.

We propose that clients be given the option, at the point of account opening and

purchase of mutual funds within a fund family, as to whether:

- they receive Fund Facts documents prior to subsequent switches within
the family, clearly accepting the delays that may result, or

- receive them with the confirm following the processing of the requested

transaction.

In addition, the client will be advised that they can at any time request Fund Fact
sheets for any investment option available within the fund family, either from their
investment representative or dealer or they can obtain them directly oniine.
Clients would be reminded from time to time that they have the right to change
this delivery option by contacting the dealer or their investment representative

and requesting a change.

Implications of the Cooling Off Period:

The Proposal suggests that clients should have a 48 hour “cooling off period”

following any purchase of a mutual fund. This would apply to almost all forms of





purchases, including switches within a family of funds. The concept of a “cooling
off period” already exists — it was designed to compensate for the fact that the
prospectus can currently be delivered after the trade occurs. The current
process accommodates clients needs for rapid trade capability, while also
providing them with the information they need and a right to escape the purchase
once they have read over the material. Given that the Proposal intends to
require prior delivery of this information, the rationale for a “cooling off period” no
longer would apply, and we do not understand why it is included. The clients
would already have had the opportunity to make their informed decision, so there

would be no need for a “cooling off” period.

Even if this “cooling off’ right applies, we are concerned that applying it to
switches amongst fund families would not be appropriate where the fund family
already allows for fee free switches. This issue shouid be linked to the concept
of a “fund family” disclosure document covering client rights within the family,
discussed earlier. It must be made clear to clients that the “cooling off period”
has potential negative implications for them (they receive the lesser of their initial
investment or current market values), while a free switch within the family of
funds does not have the same negative implications. We are concerned that not
providing this comparative information to clients could be against the clients’ best
interest, and we could not support that.

Conclusion:

We strongly support the Joint Forum in its effort to develop point of sale
disclosure materials that are useful to investors. However, we believe that any
such initiative should not be done at the expense of client rights or client choice,
and should not inadvertently contain the potential to mislead clients as to their
rights.





We would be pieased to work together with our regulators to develop a practical,
useful and helpful tool for our clients. If we can be of any immediate assistance,
please contact me directly.

Yours truly,

ATl

Rick Rausch

# President, Quadrus






From: “James Gies” <jimgies@cyberbeach.net>

To: <jointforum@fsco.gov.on.ca>
Date: Tue, Oct 2, 2007 2:32 PM
Subject: FW: key facts pages

JAMES GIES

SALES MANAGER

R.L.PIQUETTE INSURANCE AGENCY

1210 LASALLE BLVD

SUDBURY ON.,

P3A 1Y5

(705) 524-5755 FX (705)524-6114

From: James Gies [mailto:jimgies@cyberbeach.net]
Sent: October 2, 2007 2:24 PM

To: “jointforum@fisco.gov.on.ca’
Subject: key facts pages

First of all isn’t negotiating commissions under the life insurance act a
form of rebating? Also if a client makes a purchase and decides 2 months
later to start a monthly deposit to deluge him/her with a mountain of the
same paper. | believe in full disclosure but the hurdles 1 don’t believe
will serve the client that well and will harm the seg fund industry as well
as a huge burden and costs upon the agent Information folders and other
pertinent documents should be given and explained at point of sale as well
as requested and upon scheduled reviews. 1 believed the industry is
beginning to become over regulated

JAMES GIES

SALES MANAGER

R.L-PIQUETTE INSURANCE AGENCY
1210 LASALLE BLVD

SUDBURY ON.,

P3A 1Y5





(705) 524-5755 FX (705)524-6114
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Tony Bagnato RBC Life Insurance Company
Vice President, Wealth Products 6880 Financial Drive, Tower 1

Mississauga, ON L5N 7Y5

Tel: 905-606-3969
Cell: 416-433-3133
Fax: 905-813-4774
Email: tony.bagnato@rbc.com

October 15, 2007

Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Yonge St.

Box 85, 17th floor

North York, ON

M2N 6L9

Dear Mr. Mohindra,

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

RBC Life Insurance Company (RBC Life) is pleased to provide input to the consultation paper
released by the Joint Forum of Financial Market Regulators, "Proposed framework 81-406: Point of
sale disclosure for mutual funds and segregated funds" (The Proposed Framework).

RBC Life is a member of The Canadian Life and Health Insurance Association (CLHIA). RBC Life has
been engaged, along with other member companies, in detailed analysis of the consultation paper.
During this process, we have been able to exchange views with other member companies, and in so
doing, come to appreciate their views. We are proud to support the industry response to the Proposed
Framework, as submitted by the CLHIA. RBC Life commends the Joint Forum for its efforts on this
project and strongly supports the objective of providing simpler, more meaningful information to
consumers.

RBC Life is part of an industry that is closely regulated and subject to extensive governance
requirements as required by the Office of the Superintendent of Financial Institutions. Individual
Variable Annuity Contract (IVIC) policyholders enjoy all the benefits and security of dealing with life
insurance companies that manage $800 billion world-wide and have proven governance structures.

IVIC products are sold by provincially licensed agents who are subject to market conduct regulations.
These agents are required to maintain mandatory Errors and Omissions coverage and earn
continuing education credits as a condition of licensing. Life Insurers have a Duty of Care obligation
to monitor the conduct of licensed agents who sell their products and are required to provide
mandatory disclosure information about the product before or at the time of sale.

Through the sale of IVICs, life insurers must give policyholders certain contractual rights, which
include guarantees and the right to transfer between fund options within the IVIC. The contractual
guarantees are protected by Assuris in the event of insolvency.





Each insurer must maintain a well-defined consumer complaint resolution service, which includes a
designated Ombudsman. Companies must report complaint statistics to provincial regulators.

Life Insurance regulation in Canada and, indeed, international financial services regulation, have been
increasingly moving along the spectrum of a principles-based approach. In Canada, we have
experienced the benefits of this approach as demonstrated by the industry’s ability to minimize the
number of consumer complaints. In making any changes to improve the current system, it will be
important to ensure that the best interests of Individual Variable Insurance Contract (IVIC)
policyholders and prospective policyholders continue to be met

RBC Life believes that many of the industry's current practices already support the Joint Forum's
vision and we urge the Joint Forum to adopt a framework aligned with a principles-based regulatory
approach rather than the more prescriptive approach proposed.

The following will provide RBC Life’'s comments specific to key components of the Joint Forum paper.

Disclosure/delivery at initial transactions

While we support the current requirement of providing point of sale disclosure documents, we are very
concerned that the proposed content (i.e. Fund Facts for each fund selected) could mislead IVIC
policyholders and increase liability for insurers.

Disclosure/delivery at subsequent transactions

We are very concerned with proposals to introduce additional Fund Facts delivery requirements
before subsequent transactions can proceed. We do not believe that this meets the best interests of
IVIC policyholders as it is inconsistent with the contractual rights of the policyholder, deprives the
policyholder of choice and duplicates information the policyholder has already received.

Legal Status

We believe that requiring the Key Facts to be incorporated into the IVIC contract by reference is
inappropriate and unnecessary. Requiring that a brief summary be used to replace, supplement or
interpret the contract increases insurers' liability and ignores that the policyholder has fundamental
recourse at common law together with other statutory legal remedies. We certainly agree that The
Key Facts document should refer the client to the contract for full information, just as the Information
Folder now does.

Rescission Rights

The IVIC contract sets out contractual rights, including rights that apply when a switch is made.
Therefore, we should ensure that the proposed two-day cooling off period applies only to initial
transactions (i.e. the purchase of an IVIC). Introducing rescission rights for subsequent transactions
would be inconsistent with the nature of the contract. It would also introduce unfavorable tax
implications for policyholders and potentially mislead consumers.





Insurance Costs

We absolutely agree that Management Expense Ratios (MERSs) should be disclosed in the Fund
Facts, since we believe that this information has most relevance to the consumer. If the proposed
requirement for further insurance costs breakdown is based on a belief that this would reveal the base
cost of a retail mutual fund (if this is a wrapped product), we hasten to say that this is not the case. In
fact, the proposed requirement would only lead to the disclosure of proprietary information.

We appreciate the opportunity to provide input into this very important conversation. In our view, there
are great benefits to be gained by all stakeholders. We support the Joint Forum's vision of "providing
investors with meaningful information when they need it most - before they make their decision to buy
a fund" and, in turn, both support and endorse the response submitted by the CHLIA.

We welcome an opportunity to provide additional information at your convenience.

Regarc

5=
e

/~ Tony Bagnhato
Vice President, Wealth Products

ce John Young, President & CEO, Life & Health, RBC Life Insurance Company
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RBC Asset Management Inc.
Royal Trust Tower, 37th Floor
77 King Street West

Toronto, Ontario M5W 1P9

October 12, 2007

BY E-MAIL: jointforum@fsco.gov.on.ca

Joint Forum Project Office
5160 Yonge Street

Box 85, 17th floor

North York, ON M2N 6L9

Attention: Neil Mohindra, Acting Policy Manager

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

We are responding to the request for comments on Proposed Framework 81-406 Point of Sale
Disclosure for Mutual Funds and Segregated Funds (the “Proposed Framework”) published by
the Joint Forum of Financial Market Regulators (the “Joint Forum”). We appreciate having the
opportunity to provide comments on this proposed framework. RBC Asset Management Inc. is
an indirect, wholly-owned subsidiary of the Royal Bank of Canada. It provides a broad range of
investment products and services to investors through mutual funds, prospectus-qualified
pooled funds and separately managed portfolios and currently has over $83 billion in assets
under management. Over 95 per cent of our funds are sold on a no-load basis.

RBC Asset Management (“RBC AM”) supports the overall goal of this initiative, to provide more
meaningful information to investors in making their decision to buy a fund. RBC AM also
supports this initiative in terms of its stated goal of creating a level playing field for segregated
funds and mutual funds. We commend the Joint Forum for its efforts in this regard and
encourage continued collaboration among the regulators to provide a more consistent
experience for investors in purchasing products which are generally viewed by the investing
public as substitutes.

Delivery of the Fund Facts

We know that dealers have concerns about the proposed delivery model and that a number of
those dealers will be providing comments and suggestions to the model. We have participated
with our RBC affiliated distributors in the preparation of their comments to you. When
considering changes to fund disclosure at the point of sale, it is important to acknowledge that
there are three distinct types of investors - advisory, discretionary and self-directed. While we
support and understand the application of the proposal for sales in advisory relationships, we





agree with our affiliated distributors that the application in self-directed and discretionary
relationships is either unnecessary or inconsistent with current client expectations. Mandatory
delivery at point of sale would have a significant detrimental effect on the sales process and
client experience relating to order execution.

In addition, for investors who have chosen to work with a sales representative in an advisory
capacity, we support our affiliated distributor's comments. For investors choosing to work in-
branch with an advisor, the delivery of the Fund Facts prior to or at the point of sale for all new
purchases, switches into funds not currently held and new pre-authorized contribution programs
is reasonable. However, it would be necessary to vary disclosure delivery methods for other
distribution channels such as telephone and distribution through mobile sales forces. In order to
provide a consistent client experience and provide clients with choices, investors should be
allowed the option to receive the disclosure document with their confirmation. With respect to
subsequent purchases and switches into funds currently held, the Fund Facts should be
delivered with the confirmation after the point of sale.

Funds of Funds, Wrap Products, Asset Allocation Services

The mutual fund industry offers a wide variety of funds of funds, wrap products and services
which utilize multiple mutual funds as the underlying investments. We agree that for a fund of
funds product that is itself an individual mutual fund, only one Fund Facts document should be
delivered. For wrap products or asset allocation services, we suggest that the point of sale
disclosure be aligned with the investor experience by permitting dealers to deliver to the investor
a single consolidated document containing the Fund Facts for each of the funds held in the wrap
program or asset allocation service. This would be consistent with the client experience in
proprietary wrap programs today, when receiving a “Smart Prospectus”, which consolidates and
delivers the prospectus disclosure for each of the underlying Funds in the wrap.

Investor’s Right to Cancel

The Proposed Framework provides that, with respect to mutual funds, investors will be able to
cancel their purchase at any time if they do not receive the Fund Facts. It appears that the
investor's right to cancel a mutual fund purchase has no time limit. This would create
an onerous burden on dealers to retain proof of receipt and/or delivery in a recoverable format
indefinitely. One potential solution would be for dealers to deliver the Fund Facts document with
trade confirmations regardless of the delivery model to ensure that clients receive the Fund
Facts.

Fund Facts — Advisor Compensation

RBC AM strongly supports transparency in disclosing the cost of investing in a mutual fund.
The fund manager is responsible for a fund’s MER and sales charge options. However, how
advisors are paid differs with each dealer and in some cases may be determined by the advisor
and the client. Not all advisors are compensated based on a portion of sales charges or trailing
commissions, many receive salaries and their compensation is not directly linked to sales or
assets. Therefore, we encourage the Joint Forum to align the final Fund Facts disclosure
requirements with the client relationship principles being established by the self-regulatory
organizations in connection with registration reform. In keeping with the Joint Forum’s principle
of recognizing the role of the advisor in the sales process, we suggest that the Fund Facts
should include a fund’s MER and sales charge options but that specific disclosure about advisor
compensation should rest outside the Fund Facts document, potentially within an account





opening agreement or another document summarizing the client — advisor relationship. We
support the inclusion of a simple statement in the Fund Facts document directing investors to
ask advisors how they are compensated.

In connection with the disclosure of costs, we note that a very large percentage of mutual funds
are offered on a no-load basis. However, the sample Fund Facts, with its heading “How much
does it cost to buy?” does not contemplate the availability of a no-load option. We suggest that
including available purchase options within the Fund Facts will improve investor's awareness
and understanding of costs.

Responses to specific questions

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

The proposed framework contemplates publication and delivery of a separate Fund Facts for
each series of a fund. Two issues arise from this requirement. First, an investor receiving a
Fund Facts for a load series may not be aware that a no-load version is available. Secondly,
the production of a separate Fund Facts for each series of a fund, two times per year, in two or
more languages, will be administratively cumbersome and may be disruptive to the sales
process. An advisor is also at risk of delivering the Fund Facts for the wrong series of a Fund,
as the differences between Fund Facts will be limited.

We submit that allowing the publication of one Fund Facts document for each fund, which
discloses the availability of all purchase options, will provide investors with more complete
information that is useful and still easy to understand. Furthermore, by clearly stating which
series are available through specific distribution channels, the document will help investors
understand the different purchase options available and their costs. This is consistent with the
current disclosure in Simplified Prospectus’. In order to keep the Fund Facts to two pages, we
suggest that the document should report past performance of the most widely held series and
direct investors to a website that provides performance information for other series.

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

We submit that the Fund Facts document should be updated and filed twice each year, with a
fund’s annual and interim continuous disclosure documents. The document would also be
updated with any material changes. For many funds, much of the information contained in the
Fund Facts will remain static throughout a calendar year. We believe that updating the
information semi-annually will be sufficient to achieve the objective of providing investors with
meaningful information that is easy to understand.

In closing, we support the overall goal of this initiative, to provide more meaningful information
to investors in making their decision to buy a fund. However, we are concerned about the
potential for the delivery requirements of the Fund Facts to delay or complicate the sales
process for mutual funds, both for clients and advisors. Mutual funds are a highly regulated
product, with disclosure requirements built on “after-the-fact” delivery. A change to “before or
at” point of sale disclosure cannot be under-estimated. An actual or perceived imbalance in the





complexity of distributing different investment products could potentially lead to advisors
focusing more dollars toward less regulated investment products, with less investor friendly
disclosure requirements.

Thank you for the opportunity to submit our comments. We would be pleased to discuss with
you any of the matters outlined in this letter.

Yours truly,

Branda Jrwre

Brenda J. Vince
President

c.C. George Lewis, Group Head, Wealth Management, RBC Financial Group
Carol Sands, Chief Compliance Officer, RBC Asset Management Inc.
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October 12, 2007

Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Yonge St.

Box 85, 17th floor

North York, ON

M2N 6L9

Dear Mr. Mohindra,

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

We appreciate the cpportunity to provide our comments to the Joint Forum of Financial Market
Regulators (the “Joint Forum”) on Proposed Framework 81-406 Point of Sale Disclosure for
Mutual Funds and Segregated Funds (the “Proposed Framework”).

This letter is submitted on behalf of the following dealer distribution entities within RBC: RBC
Dominion Securities Inc., RBC DS Financial Services Inc., RBC Direct Investing Inc. and Roval
Mutual Funds Inc.” Unless otherwise specified, this letter is addressing the provision of the Fund
Facts Sheet in relation to mutual fund transactions.

We commend the Joint Forum for its efforts in the area of disclosure for mutual fund and
segregated funds. We strongly support this initiative in terms of both its stated goal of creating
a level playing field as between segregated funds and mutual funds but also in terms of
providing more meaningful disclosure for investors generally. In our view, investors can certainly
benefit from efforts to create a short and simple disclosure document.

We are concerned with the impact some of the proposals in the Proposed Framework would
have on investors and fund distributors, and urge that the delivery requirements be carefully
considered from all perspectives to ensure a workable regime. We also encourage the Joint
Forum to work together with the relevant Self-Regulatory Organizations (“SROs”) to ensure that
the requirements are applied evenly by different regulatory bodies involved in the
implementation of this important initiative and are integrated with proposals coming from the
Registration Reform Project and its Client Relationship Model.

' RBC Direct Investing Inc., RBC Dominion Securities In¢. and Royal Mutual Funds Inc. distribute mutuat funds. RBC DS Financial
Services Inc. distributes segregated funds.





KEY POINT SUMMARY

While we are fully supportive of the Fund Fact Sheet and the principles behind the simplified
disclosure, we feel that greater consideration needs be given to the practical application and
execution of the disclosure requirements. The following are the general key points we wish to
make with respect to the Proposed Framework:

L.

When considering changes te fund disclosure at the point of sale, it is important to segment
investment delivery into three very distinct and different models: Advisory, Discretionary and
Self-directed. Within the Advisory delivery model, clear distinction should be made around
investment delivery through different distribution channels: in-branch, call centreftelephone
and mobile.

For investors who have chosen to work in-branch with a sales representative in an advisory
capacity, we support the delivery of the Fund Facts Sheet prior to or at the point of sale for
all new purchases, switches into funds not currently held and new pre-authorized
contribution programs. However, to fully realize efficiencies and meet the differing needs
and expectations of investors, it would be necessary to vary disclosure delivery methods for
other distribution channels, such as telephone and distribution through mobile sales forces.
That being said, we propose that all investors be provided with the option to receive the
Fund Facts Sheet before or at the point of sale. Further, in order to ensure that all investors
receive the Fund Facts Sheet, we propose that all investors receive it with the trade
confirmation, even if the investor received the Fund Facts Sheet hefore or at the point of
sale.

The provision of the Fund Facts Sheet with the trade confirmation would not only allow an
auditable delivery trail but also serve as a foundation of the investors’ cooling-off right which
we propose commence upon deemed receipt of the Fund Facts Sheet. Further, we believe
that investors should not have the right to cancel the transaction indefinitely if the Fund
Facts Sheet is delivered with the trade confirmation.

With respect to subsequent purchases and switches into funds currently held, investors
working with an advisor should receive a Fund Facts Sheet (if it has been revised or
updated since their last transaction) but to satisfy client expectations and fully realize
efficiencies, the Fund Facts Sheet should be delivered with the trade confirmation after the
point of sale.

Within the Discretionary model, clients generally do not receive disclosure documents in
relation to trades through their discretionary accounts, such as prospectuses, and should be
exempted from the disclosure at the point of sale.

Within the Self-directed model, the dealer is acting as an order-taker for clients who have
already completed any research they feel is required and wish to execute trades without a
recommendation. In our view, there should be an exemption for mutual fund purchases
made through discount brokerage accounts.

ADVISORY MODEL

Generally, we are very much in favour of the simpler, more meaningful disclosure 1o investors,
particularly as it increases transparency regarding fees. The proposed Fund Fact Sheet is a
clear, comprehensive and well-designed document that describes key features of mutual funds





and segregated funds. However, some of the proposals in the Proposed Framewoerk may have
significant impact on investors and fund distributors, and as a result, we feel it is critical that the
delivery requirements be carefully considered to ensure a workable regime. Outlined below are
our comments and suggestions for more effective delivery of the proposed Fund Facts Sheet in
an Advisory model.

1. New Purchases and Switches

(a) Our Comments

Clients typically have three channel delivery options when dealing with a sales representative:
in-branch, telephone and mobile sales force.

|. In-branch Transactions

For in-branch transactions, we support the proposed timing of delivery prior to or at the point of
sale for:

o New purchases;

* Switches into funds not currently held by an investor; and

* New pre-authorized contribution programs.

An investor who is dealing with a salesperson in-branch when purchasing a fund not currently
held should have the choice of receiving the Fund Facts Sheet prior to or at the point of sale.
This will alter the current investment sales process but should be manageable within a branch
environment. This is assuming that there is a cost-effective way to source up-to-date Fund
Facts Sheets electronically (i.e. industry central repository). However, for consistency of client
experience and to accommodate varying needs, all investors should have the option to choose
whether they want to receive the disclosure document before or at the point of sale, in addition
to receiving the disclosure with the trade confirmation.

fl. Call Centres and Telephone Transactions

Servicing clients by phone is a popular and efficient delivery channel. About 85-80% of broker
mutual fund transactions and about 10-15% of mutual fund dealer transactions are completed
by phone.

The Proposed Framework provides that if a transaction is carried out over the phone, the Fund
Facts Sheet can be provided at the point of sale either by fax or electronically (e-mail). There
will be a substantial impact to clients and the firms that deal with clients who choose to transact
by phone. A two-step sales process is implied by the proposal, whereby the investor first speaks
to a salesperson by phone, then obtains the Fund Facts Sheet and finally calls the salesperson
a second time to complete the transaction. This will increase delivery costs and could
significantly alter the economics of the sales delivery model.

There will be situations where the investor does not have easy access to a fax or e-mail and will
not be able to complete the transaction until the Fund Facts Sheet is received. 1n situations
where the transaction is time-sensitive {i.e. at the end of the day or the last day of RRSP
season) the investor may not be able to execute their purchase by the close of the business day
and therefore be exposed to market risk of the client having to purchase the fund at a higher
price should the price of the fund increase the following day. Further, a two-step process is
incompatible with the expectations of experienced investors who expect to have their order
carried out immediately when providing instructions over the phone.





IH. Mobile Sales Forces

Servicing clients through a mobile salesperson who will travel to the client’s home or place of
business has become an important delivery option for investors. Mobile sales forces work
outside of regular business hours and outside the traditional “bricks and mortar” branch network
and will also be impacted by the new delivery requirements.

Mobile salespeople use [aptops and generally do not have printers, and as a result would not be
able to provide Fund Facts Sheets at the point of sale for all funds offered by the dealer. It
would not be possible for salespeople to carry with them Fund Facts Sheets for every mutual
fund available to investors. However, carrying Fund Facts Sheets for only a select number of
mutual funds could create an apparent or real conflict with a salesperson’s primary obligation to
act in the best interests of investors and to recommend investments that are most suitable to the
customer's investment needs and objectives. Further, there will be situations where a mobile
salesperson will not be able to complete a transaction for the client until the Fund Facts Sheet
has been delivered to the client. This will increase delivery costs and will create dissatisfaction
for investors who are more knowledgeable.

(b) Our Recommendations

Our recommendation is that all clients be able choose to receive the Fund Facts Sheet before or
at the point of sale and to provide all clients with the Fund Facts Sheet with the trade
confirmation, even if the investor received the Fund Facts Sheet before or at the point of sale.
As a supplement to this option, fund distributors could make available Fund Facts Sheets on
their public websites or provide links to a client-friendly central repository, for the purpose of
facilitating clients’ research. We believe that the ability of a client to choose to receive the
disclosure before the point of sale, or after the point of sale with the trade confirmation, would
offer significant benefits to clients who would have access to infermation concerning the fund at
any point before the transaction, and in all cases, after the transaction.

Many major industry players have worked in partnership with Broadridge Financial Solutions to
implement a technology cailed Smart Prospectus. This technotogy may be able to be leveraged
to implement the delivery of Fund Facts Sheets with the trade confirmation. It may also serve
as the centralized database for the industry. The cost of mailing a two-page Fund Facts Sheet
compared to a prospectus document should be much more cost-effective. There would be an
initial investment required to develop changes to the technology but after completion, significant
cost savings could be realized by the industry.

in light of the many ways transactions with retail customers are conducted, we suggest that the
Joint Forum further revise the proposal to indicate that any licensed salesperson may bring the
Fund Facts Sheet tc the attention of the investor, and not necessarily the salesperson who
originally proposed the fund purchase.

2. Subsegquent Purchases and Switches (Mutual Funds and Segregated Funds)

(a) Our Comments

We support the proposal from the Joint Forum to provide a Fund Facts Sheet to investors who
are purchasing more units of a fund or switching into a fund that they currently own when the
Fund Fact Sheet has been revised or updated. However, the delivery of the Fund Facts Sheet
should be with the trade confirmation, after the point of sale, as investors will have already





received disclosure documents in the past for these funds. This would greatly facilitate a fairly
large number of transactions which result from subsequent purchases and switches. The Fund
Facts Sheet would be available to investors at or before the point of sale upon request if
investors preferred to review the fund details again before purchase.

On the other hand, we do not support delivery of another Fund Facts Sheet if there have been
no changes since the last purchase of the fund. From our experience, investors are presented
with a significant number of documents in relation to their investment accounts and often
complain about the amount of paper that they receive. Currently, investors do not receive
another prospectus or information folder when they make a subsequent purchase or switch with
respect to a mutual fund or segregated fund if there has been no change to the documents. We
do not feel that providing the Fund Facts Sheet for subsequent purchases or switches when
there have not been any changes to the document provides the investor with any added value.

(b) Our Recommendations

We strongly urge the Joint Forum to require that the Fund Facts Sheet be provided with the
trade confirmation, after the point of sale, for subsequent purchases and switches into funds
already held by investors. Delivery of another Fund Facts Sheet with the trade confirmation
should not be required if there have been no changes to the Fund Facts Sheet since the last
purchase of the fund.

3. Pre-authorized Contributions and Re-balancing

{a) Our Comments

We support the propesal from the Joint Forum that the Fund Facts Sheet would not be required
for pre-authorized payment plans after the initial purchase and for asset allocation re-balancing.

4. Cooling Off Right

{a)}) Our Comments

We note that the cooling off right set out in the Proposed Framework, as currently drafted, would
not be consistent with the approach we are recommending, that is, to deliver the Fund Facts
Sheet with the trade confirmation for all transactions.

(b} Our Recommendations

We propose that the coocling off period commence upon deemed receipt of the Fund Facts
Sheet which we recommend be delivered with the trade confirmation for all transactions, even
when the Fund Facts Sheet has been delivered before or at the point of sale. We feel that this
would be a much simpler method compared to attempting to monitor receipt of the Fund Facts
Sheet before or at the point of sale for some transactions and after the peint of sale for others.

5. Investor's Right to Cancel

(a) Our Comments

The Proposed Framework provides that, with respect to mutual funds, investors will be able to
cancel their purchase at any time if they do not receive the Fund Facts Sheet. Therefore, it
appears that the investor's right to cancel a mutual fund purchase has no time limit, which would
enable investors claiming that they have not received the Fund Facts Sheet to be able to cancel





their purchase at any point in the future. This would create an onerous burden on dealers to
retain proof of receipt and/or delivery in a recoverable format indefinitely.

{b) Our Recommendations

We do not support the proposed investor's right to cancel a mutual fund purchase that has no
time limit. If the Fund Facts Sheet is provided with the trade confirmation, as we have
recommended above, we feel that this would eliminate the need for the indefinite right to cancel
as dealers would have a system in place to ensure that all investors receive the Fund Facts
Sheet.

6. Wrap Products and Services

{a) Our Comments

For investment products and services sold as portfolic solutions where a number of different
prospectus qualified funds are offered within a single wrap program, delivering individual Fund
Fact Sheets would be cumbersome and inefficient. Dealers should be able to deliver to the
investor a single consolidated document regarding the applicable funds built into the product.
This will provide a better result for the client and will be more cost effective for dealers.

(b) Our Recommendations

We urge the Joint Forum to consider allowing distributors the flexibility to deliver a single
document containing the required disclosure for each fund built into a wrap program or service,
requiring a new or revised Fund Facts Sheet to be delivered only when a new underlying fund is
added to such product or service.

7. Content of the Fund Facts Sheet

{a) Our Comments

The second page of the Fund Facts Sheet describes how salespeople get paid. Compensation
differs by dealer and even in many cases by individual salesperson/client relationship. Some
salespeople are paid a commission, while others earn a salary as well as bonus. Often
compensation is agreed to after discussions between the salesperson and client. Details about
compensation should be included in the Client Relationship Model work being undertaken by
the SROs as part of the Registration Reform Project.

Also the “Cost to Buy” section on page two makes no reference to “no load” as a sales charge
option. We would refer you to the comments made on these points by RBC Asset Management
[nc. in their submission to the Joint Forum.

{b} Our Recommendations

We strongly support increased transparency regarding fees and recommend that compensation
details be included in documentation between the dealer and client. Regulatory guidance for
dealer compensation disclosure should c¢orme from the SROs in their proposals from the Client
Relationship Model of the Registration Reform Project. A simple statement should be included
in the Fund Facts Sheet directing investors to confirm with their salesperson the options
available to them and the details regarding compensation of their advisor.





. DISCRETIONARY MODEL

(a) Our Comments

Given the nature of discretionary accounts, investors holding such accounts generally do not
receive certain documents, such as prospectuses. We believe that it would be contrary to the
nature of a discretionary account for dealers to be required to provide the Fund Facts Sheet to
clients before, at the point of sale or subsequent to the sale.

(b) Our Recommendations

We propose that dealers should not be required to provide the Fund Facts Sheet to investors
who hold discretionary accounts where mutual funds are purchased in the account.

v. SELF-DIRECTED MODEL

(a) Our Comments

It is our view that the needs of discount brokerage clients and the discount brokerage industry
as a whole should be carefully examined. Discount brokers do not offer advice, nor solicit any
orders and are exempt from general suitability requirements. Because of this, at the point of
sale these “self-directed” discount brokerage clients have already completed any research into
their purchase that they feel is required. Further, the Proposed Framework suggests that the
current regime does not provide investors with meaningful information when they most need it,
that is, before they make their decision to buy a fund. It may be reasonable to require that the
Fund Facts Sheet be made available through the websites of discount brokerages, for the
purpose of facilitating investors’ research. However, again, we feel it is worthwhile to point out
that, when dealing with discount brokers, the decision to buy has already been made by the
investor and therefore, requiring delivery of the Fund Facts Sheet to the client seems to us to be
a redundant exercise.

Finally, we would like to emphasize that any move towards a mandatory delivery at the point of
sale would have a significant detrimental effect on the discount brokers business model, which
is based on call centre and online trading.

(b) Our Recommendations

For the reasons outlined above, we believe that an exemption for discount brokerage clients to
accommodate the realities of the discount brokerage industry is essential.

V. CONCLUDING REMARKS

Although we believe that the Proposed Framework represents a significant step forward in
providing more meaningful disclosure to investors, we urge the Joint Forum to carefully consider
the practical implications of the delivery requirements outlined in this letter to ensure that they
meet the needs of all investors. When considering revisions to the proposals, the Joint Forum
should consider amendments which wiil encourage dealers to embrace the proposals. If the
practical application of this initiative significantly compromises mutual fund delivery
fundamentals, we would have to reconsider our position.





We would welcome the opportunity to discuss the foregoing with you in further detail. If you
have any questions or require further information, please do not hesitate to contact us.

Yours sincerely,

David Agriew-
National Director
RBC Dominion Securities Inc.

2T

Doug Coulter
President
RBC Direct Investing Inc.

C QR

Anne Lockie
President
Royal Mutual Funds Inc.

c.c. George Lewis, Group Head, Wealth Management, RBC Financial Group
David McKay, Executive Vice-President, Personal Banking, RBC Royal Bank
Russell Purre, Chief Compliance Officer, RBC Dominion Securities Inc.

Julie Cagnin, Chief Compliance Officer, RBC DS Financial Services Inc
Bryan Moffitt, Chief Compliance Officer, RBC Direct Investing Inc.
Ann David, Chief Compliance Officer, Royal Mutual Funds Inc.






RAYMOND JAMES

October 5, 2007

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

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

Dear Mr. Mohindra:

Re: Proposed Framework 81-406 - Point of Sale Disclosure
for Mutual Funds and Segregated Funds (the “Proposed Framework”)

Raymond James Ltd. ("RJL") is the Canadian arm of Raymond James Financial, Inc., one of North America's
leading full service investment dealers servicing 1.6 million individuals and families across North America with more
than US$203 billion in client assets under administration. Thank you for providing us with the opportunity to
comment on the Proposed Framework. We fully support the comments in the letter submitted by the Investment
Industry Association of Canada (the “IIAC Letter”) on behalf of its members including RJL.

While RJL supports the Joint Forum's initiative to create a meaningful, more simplified form of disclosure for mutual
fund and segregated fund investors, we have significant concerns with the delivery methods and required timing of
delivery for “Fund Facts". The methods of delivery described under the Proposed Framework are extremely limiting
and not practical for the way RJL and all other Canadian investment dealers conduct 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. A significant number of transactions take place over the phone. In addition to security concerns
relating to e-mail and fax, a number of clients, in particular elderly clients, do not use or have access to e-mail or
fax. Therefore, to complete a significant number of transactions, Fund Facts would be required to be mailed prior to
transactions taking place. Since regular mail delivery takes between one to five days, this would impair clients’
ability to transact on a timely basis disadvantaging most clients as they are price and time sensitive.

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 with the clients’ wishes to transact
timely, efficiently and at the requested price and the firms’ concerns surrounding customer satisfaction and
operational efficiencies. If the Joint Forum does not agree to an access equals delivery approach, RJL suggests,
that at a minimum, the Joint Forum allow clients to waive receipt of the Fund Facts document if they so choose for
all purchases and in particular with respect to money market purchases and all subsequent purchases and
switches.

We also seek clarification with respect to requirements for audit trails and compliance oversight with respect to the
Fund Facts document as noted in the IIAC Letter.

Thank you for your consideration of our comments and those comments set out in the IIAC Letter.

Yours truly,

/

Daniella Dimitrov
Senior Vice-President, Strategic Initiatives

Raymond James Ltd.
Suite 2200, 925 West Georgia Street « Vancouver, British Columbia, Canada V6C 3L2 - T: 604.654.1111 = F: 604.654.1224

Member of Canadian Investor Protection Fund






loor, 1-770 West 7th Ave.
Rogers Group %Bc Vel 4Y6
FINANCIAL

Tel. 604 732 6551
Strategic Thinking, Independent Advice. Fax. 604 732 6553

Toll-Free 1 8o0 784 6066
October 12, 2007 WWW.IOReTSEroup.com

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

5160 Yonge Street

Box 85, 17" Floor

North York, ON MZ2N 6L9

Dear Mr. Mohindra:

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

Thank you for your interest in our perspective on the Proposed Framework. Rogers Group Financial has
two financial services firms within our corporate group: an investment dealer (member of the IDA) and a
managing general agency. Our office is located in Vancouver, BC. Our 50 person firm provides planning
advice to clients and oversees about $1.3 billion of their assets, the majority of which are in managed
funds. Our financial advisors are dually licensed for securities and insurance and implement mutual
funds, pooled funds and segregated funds on behalf of their clients.

While Rogers Group Financial supports the Joint Forum’s initiative to create a meaningful, more simpiified
form of disclosure for mutual fund and segregated fund investors, we have concerns with the deiivery
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 many of our transactions
take place over the phone, the above described options are limited.

To complete a majority of our transactions, Rogers Group Financia! 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 reguiator's 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, Rogers Group Financial
suggests, that at a minimum, the Joint Forum allow clients to waive receipt of the Fund Facts document if
they so choose, in particular with respect to subsequent purchases and switches.

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

Thank you for taking the time to consider our comments.
Sincerely,

ROGERS GROUP FINANCIAL

C A
Brett Simpson, B , CFP, CLU, ChFC
Financial Advisor & Portfolioc Manager
President

S:\Corporate\lIAC Letter BAS Oct12-07.doc

ROGERS GROUP FINANCIAL ADVISORS LTD. * ROGERS GROUP INVESTMENT ADVISORS LTD.






From: “Gagnon, Sandra” <Sandra.Gagnon@freedom55financial.com>
To: <jointforum@fsco.gov.on.ca>

Date: Mon, Jun 18, 2007 1:13 PM

Subject: Request for comments

Hello,
In response to your request for comments:

What the industry needs is to avoid another financial scandal like
Norbourg and not to have to complete and hand out more documents. With
everything we already have to give out at the time an account is
opened, 1 think that clients and representatives have had enough. I
have ten years” experience, and every time | open an account, the
clients tell me there are far too many papers to sign, and for us as
representatives, there are a lot of papers to drag around with us.

Thank you!

Sandra Gagnon, PI. Fin, AVA

Conseillére en planification financiére
1305, boul. Lebourgneuf, bureau 500
Québec (Qc) G2K 2E4

Tél. : (418) 622-7077 ext. 213

Fax : (418) 622-7292






From: “Gagnhon, Sandra” <Sandra.Gagnhon@freedom55financial.com>

To: <jointforum@fsco.gov.on.ca>
Date: Mon, Jun 18, 2007 1:13 PM
Subject: Demande d’opinion

Bonjour,

Pour donner suite a votre demande d’opinion :

Ce que I’industrie a besoin c’est d’éviter un autre scandale financier comme
Norbourg et non de remplir et de fournier encore d’autres documents
supplémentaires. Avec tout ce qui faut déja fournir a I’ouverture d’un
compte, je pense que les clients et les représentants en ont plus qu’assez.
J”ai dix ans d’expérience et, a chaque ouverture de compte, les clients me
disent qu’ils y a beaucoup trop de papier a signer et pour nous les

représentants. .. beaucoup de papier a traTher avec nous.

Merci!

Sandra Gagnon, PI. Fin, AVA

Conseillere en planification financiéere
1305, boul. Lebourgneuf, bureau 500
Québec (Qc) G2K 2E4

Tél. : (418) 622-7077 ext. 213

Fax : (418) 622-7292





From: “Gagnon, Sandra” <Sandra.Gagnon@freedom55financial.com>
To: <jointforum@fsco.gov.on.ca>

Date: Mon, Jun 18, 2007 1:13 PM

Subject: Request for comments

Hello,
In response to your request for comments:

What the industry needs is to avoid another financial scandal like
Norbourg and not to have to complete and hand out more documents. With
everything we already have to give out at the time an account is
opened, 1 think that clients and representatives have had enough. I
have ten years” experience, and every time | open an account, the
clients tell me there are far too many papers to sign, and for us as
representatives, there are a lot of papers to drag around with us.

Thank you!

Sandra Gagnon, PI. Fin, AVA

Conseillére en planification financiére
1305, boul. Lebourgneuf, bureau 500
Québec (Qc) G2K 2E4

Tél. : (418) 622-7077 ext. 213

Fax : (418) 622-7292
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Retail Compliance
Scotia Plaza, 33rd Floor
40 King Street West
Toronto, Ontario
Canada M5W 2X6

ScotiaMclLeod

2253

November 1, 2007

Mr. Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Yonge Street

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

We are pleased to have the opportunity to provide the following comments on Proposed
Framework 81-106 (the “Proposal”’) dated June 15, 2007 prepared by the Canadian
Securities Administrators and the Canadian Council of Insurance Regulators. We thank
you for your forbearance in accepting these comments after October 15, 2007.

We are generally supportive of the Proposal. In particular, we agree that for a large
proportion of investors the Fund Facts is likely to be a more useful and relevant source
of investment information than the current simplified prospectus and information
statement.

A message that we regularly hear from many clients is that they do not want to receive
the large number of documents and disclosures that securities regulations currently
force upon them. Substituting the Fund Facts for delivery of the simplified prospectus
and information statement is a positive move in reducing unwanted document delivery.
We submit that the ability of an investor to request and receive a simplified prospectus
or information statement if they so desire strikes an appropriate balance between
disclosure and investor preferences.

The overall focus of our submission is on delivery obligations. However, we have
appended what we believe are thoughtful and well-informed comments in relation to the
Fund Facts document. These were prepared by an individual within our organization
whom we view as being very knowledgeable and experienced in this regard. We
strongly encourage those involved in the future assessment and formulation of Fund
Facts document standards to consider the comments set out in the Appendix.

While we are in general agreement with the overall Proposal, we strongly believe that
the requirement to deliver the Fund Facts before or no later than the time of purchase
should be reassessed. This is a key issue and the remainder of our submission deals
exclusively with the timing of delivery of the Fund Facts.

SentaMeLeod s a division of Seatia Capital Tone.
actember of the Seotiabank Group





We submit that the practical need to evidence delivery of the Fund Facts will lead to
significant investor inconvenience and higher industry costs when selling mutual funds
and segregated funds. We believe that the proposed requirement to deliver the Funds
Fact document prior to or no later than at the point of sale should not be adopted.

In the interest of achieving neutral, consistent and harmonized securities regulation for
all investment products, we are of the view that the delivery requirement for the Fund
Facts should correspond to the existing general delivery requirement for prospectuses.
Specifically, such documents are to be delivered to a purchaser no later than two
business days after the purchase (e.g. see section 71(1) of the Ontario Securities Act).

While the Proposal provides that dealers “will not be required to have investors
acknowledge receipt of the Fund Facts”, we believe that from a practical perspective
many firms will in fact require such evidence of delivery. In the absence of retrievable
evidence of delivery to each investor, firms may find it very difficult to defend against
opportunistic investors seeking to assert their right to cancel the purchase:

“Investors will be able to cancel their purchase at any time if they do not receive
the Fund Facts before or at the point of sale. They will receive the amount of their
original investment, plus any fees they have paid.”

This remedy does not seem to be limited in time. We also note that there does not
appear to be any “curing” provision; for example, through subsequent delivery of the
Funds Facts.

The issue of evidencing delivery seems to have been contemplated in the Proposal
where it states that dealers “may impose their own requirements as part of their
compliance policies and procedures for delivery obligations”. However, we believe that
this statement significantly understates the relevant considerations. In other words,
even if the Proposal does not mandate obtaining confirmation of receipt from each
investor, the practical effect of the proposed right of cancellation is likely to be just that.

We also expect that securities regulatory authorities will expect that firms be able to
produce evidence of delivery, whether during the course of investigating a specific
investor allegation of non-delivery or as part of regular compliance reviews of dealer
procedures.

In many cases, current Industry operational processes and systems are configured
around the existing two-day delivery obligation. In practice, this permits delivery from a
centralized operational unit in conjunction with the relevant trade confirmation. The fact
that the firm has recorded an investment purchase transaction gives rise to a discrete
event which permits systems to trigger initiation of the delivery.

While we expect that the Fund Facts will be regularly used in the advisory process
leading up to a purchase decision, in many cases that advisory process occurs in a
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decentralized environment utilizing a variety of mediums to communicate with clients
(e.g. in-person, telephone, e-mail). This fundamentally compounds the difficulties
associated with the operational processes and record-keeping needed to provide
systematic assurance of delivery prior to or at the point of sale.

Further, the need to evidence delivery is likely to result in significant inconvenience to
investors as firms seek to obtain confirmation of receipt of the Fund Facts prior to
permitting purchases to be entered. This may encompass delays in processing
purchase transactions and the inconvenience associated with the completion and return
of acknowledgements of receipt.

We do not believe that there is any compelling policy reason to establish a new
disclosure document delivery regime for mutual funds and segregated funds that will be
fundamentally different than what exists for other securities. To do so gives rise to the
risk that the Proposal may inadvertently create unintended structural biases and
incentives to the distribution of one type of product over another. Further, we would
argue that existing rights of withdrawal and rescission serve to provide investors with
long-standing, effective and well-understood remedies subsequent to a purchase.

The above comments also apply to the additional delivery obligation contained in the
Proposal:

“Once delivered, the dealer or insurer will have to bring the Fund Facts to the
attention of the investor.”

For the reasons set out above, we do not believe that this is a practical, desirable or
needed regulatory initiative.

As an alternative, we suggest that consideration be given to mandating that distributors
advise clients of the availability of Fund Facts documents generally and provide
direction on how to obtain such materials. For instance, this communication could be
incorporated into general information packages which distributors normally provide to
clients upon account opening.

Thanks you in advance for your consideration of this comment letter. Please do not
hesitate to contact the undersigned if you have any questions, require additional
information or would like to discuss this matter.

Yours truly,

ahaging Director, Retail Compliance
Attach.





Appendix 1: Comments of Draft Fund Facts Template

The information on Page 1 is quite helpful, and not much different that the one or two
page fund summaries that are already widely available to the public from Morningstar,
Fundlibrary, Globefund or each of the individual fund companies. How it can omit the
standard 1, 3, 5 and 10 years average returns seems curious.

It does also seem to move into the area of giving advice. Specifically, we note the “I
Don'’t buy this fund if you need a steady source of income from your investment”
language. We presume that this strong warning would apply to most Canadian and
Global equity funds. These are specifically the kinds of funds (in the example XYZ
Canadian Equity provided a typical 10 % average annual return over the last decade)
that would seem to be appropriate for a client wishing to set up a Systematic Withdrawal
Plan. An equity fund with a fixed .5% monthly (6% annual) SWP withdrawal would allow
for a steady income with little tax and the client’s capital has historically continued to
increase over the decades. Presumably the Fund Facts for a money market fund would
not have this disclaimer, and would lead a client to invest in a fund that returns 4%
taxable income with no growth in capital. Is it the regulatory desire to provide specific
advice on which fund is appropriate for which client and for which purpose, and in this
case would lead clients to significantly lower (and also taxable) income?

On Page 2, the document assumes that each single fund has multiple sales options,
and that one short document can provide helpful information to the client in choosing
options. This is becoming less common. Many funds now have several classes, say
class A with DSC and a higher MER, class B front load with a lower MER, class F, no
load with no trailer (for fee based accounts), class | only for orders over $100,000 or
online traders, founders series etc. The format of the document would seem to require
a different Fund Facts for each class or series of fund based on the MER, and each
would only show the one sales charge option for that class.

If the purpose of the document is to have clients be able to compare their choices, then
they would need to receive approximately 4 Fund Facts for the various options above.
This adds significantly to the complexity of distributor dissemination and client receipt of
the Fund Facts. Rather than being able to have clients assess one document, multiple
Fund Facts may be required. The document thus fails at providing investors with
simplified additional information about fee choices in these cases. Several fund
companies offer management fee rebates at different levels of investment, how would
this fit on the page?

In some cases, a single fund with one MER can have upwards of 6 different sales
options on that single fund. There are ISC and DSC options, and now many firms have
a Low Sales Charge option with 2 or 3 year schedules, or even two LSC options. We
believe at least one firm offers or is planning on offering a 6 year DSC option, a 5 year
DSC option, a 4 year DSC option, 3 year, 2, year and 1 year all on the same fund. And
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even more combinations are possible. Providing each of these schedules in the Fund
Facts would push the document past 2 pages.

As a last note on the “How much does it cost to buy”, the document presumes that the
advisor has complete control over the fee. This is rarely the case. Many firms set
minimums, formats, or preferred pricing levels based on amounts invested. Not all
advisors get paid a commission, even if it is charged to the client. Depending on the
amount there may not be a payout to the advisor, or the advisor may simply be on
salary. The Fund Facts therefore has the potential to be misleading in the specific
circumstances.

The statement “The deferred sales charge is deducted from the amount you sell” is
correct, but does not provide appropriate detail. Some deferred sales charges are
calculated as a % of the initial amount invested, some (which could more accurately be
called rear end loads) are charged as a percent of the value when the fund is
redeemed. This is a very important distinction, depending on whether the investment is
up or down when it is sold.

Similarly, the document does not provide any of the very important information about
how to redeem a fund, at what dollar amounts signatures may be required, or that fund
redemptions could be delayed due to market events.

Nowhere does the document note that the fund may have an option to sell 10% in any
year on DSC funds which is an important feature, or that there is an option to move to
another fund in the family without a DSC fee, save for a 0-2% fee based on the advisor
or firm policies.

Also there is no mention of the 2% short term trading fee. Most funds have introduced a
2% short term trading fee (to prevent market timing trading by clients). The document
does not seem to mention this. Further, the right to get funds back during the “cooling
off period” would perhaps re-open the opportunity for market timing if the right to cancel
the purchase in 2 days supersedes the right of the fund to charge 2% for short term
trades?

Not all advisors get paid a trailing commission, it can be withheld by a fund company
due to the dealer relationship, or by the dealer based on the amount received, or the
advisor can be on salary. Bullet 5 does note this fact, contradicting bullet 1 and 2.

The last bullet statement under “how my advisor gets paid” is factually incorrect. The
commission referred to in the first bullet seems to refer to the front or rear end
commission. But the commission referred to in the last bullet seems to be the trailer
fee. The trailer fee is arguably directly correlated to the fund’s annual expenses. But a
front-end load commission is paid by the client directly and does not have an effect on
the fund’s annual expenses.





Group Plan Specific Issues:

Many group plans offer different MERs on funds (or IMFs in the case of insurance
company products) based on the overall group plan size and the client’'s account.

Would there be a different Fund Facts required for each MER pricing on each group and
by the size of each client’'s account? On a group plan where a fund is held in omnibus
form to achieve economies of scale for the members through a management fee rebate,
would the plan sponsor, the fund manager, or the plan administrator, be responsible for
creating a unique new fund Fact Sheet for this plan? In any case, the result may be that
the cost of this additional document forces the group plan to discontinue the bulk
arrangement, resulting in higher costs for the members.

In many group plan environments, plan members may be subject to default investment
decisions in cases where specific instructions from the investor have not been provided.
This can apply to contributions made by the plan member, or the employer on behalf of
the plan member. For example, employees who have not provided specific investment
directions may be enrolled in a money market fund so that their account earns some
nominal interest. Would a Fund Facts have to be delivered to the employee before the
employer can begin funding an employee’s retirement account or the funds invested?
This is an issue that has the potential to affect tens of thousands of fund investors.






October 18, 2007

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

Joint Forum Project Office
5160 Yonge St.

Box 85, 17th Floor

North York, ON M2N 6L9

Attention: Mr. Neil Mohindra
Acting Policy Manager

Dear Sir:

Re: Submission to the Joint Forum of Financial Regulators
- Comment on the proposed National Instrument #81-406

Steadyhand Investment Funds Inc. is a manufacturer and distributor of mutual
funds. We opened our doors to the public on April 10" of this year. Our clients
can hold our funds directly in their Steadyhand accounts or through other
dealers.

Steadyhand has a unique perspective on 81-406 for a number of reasons. First
of all, we are both a manufacturer and a dealer. Second, as a new firm, we
have a small asset base, which means that the cost of dealing with regulatory
matters is very important to us (it currently accounts for 25-30% of our budget).
And third, our mantra is to connect investors to professional money managers
as efficiently as possible. Our goal is to change the landscape of an industry
that is characterized by high cost and lack of transparency.

In this letter, our comments will be of a general nature and will refer to mutual
funds only, as that is what we’re familiar with.
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There are four elements to our comment:

e We will outline the benefits and costs of 81-406 as we see them. We
encourage the Joint Forum to critically assess both sides of the ledger
and only go ahead if the benefits substantially outweigh the costs.

e We will discuss one of the principles behind the point-of-purchase
document, namely the recognition of the role advisors play in the sales
process.

e We will outline the need for the Joint Forum to make adjustments to the
other parts of the regulatory reporting package in conjunction with the
implementation of 81-406.

e We will make specific recommendations.

A Balanced Scorecard - Is the investor better off?

We believe that the benefits of the Funds Fact document must be rigorously
compared to the costs incurred to deliver such benefits.

Benefits

Great effort has been taken to make the Fund Facts as effective as it can
possibly be. It would be more readable, transparent and available than the
current alternatives (prospectus and Annual Information Form).

Unfortunately, measuring the benefit derived from 81-406 involves more than
just assessing the Fund Facts for readability and transparency. The Joint
Forum has to assess what impact the document will have on investor behavior.
Will investors make better investment decisions because of 81-406?

There are a number of factors that will affect the Fund Facts’ impact:

e How readable and transparent it is.

e How engaging a document it is — specific in its descriptions versus
generic to the point of being irrelevant.

e How available it is.

e How predisposed investors are to read any regulatory or reporting
document.

e How close is it to the clients’ wallet.

As noted above, we find the Fund Facts to be readable and transparent. The
Joint Forum has done a good job in this regard.
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Will the document be engaging enough such that investors will read it with
regularity? On this measure, we worry that it will quickly begin to look like all
the other run-of-the-mill marketing documents that investors receive over the
course of the year. There are two unavoidable reasons for this. First, the
investor will receive a number of Fund Facts in a year, each of which will look
visually identical. And second, the language in Fund Facts, while clear and
readable, is still too general and generic to engage the reader.

Mailing Fund Facts to the investor will improve the chances of it being read.
The chances will decline, however, if it is sent out too often. The more often an
investor receives it, the less likely it will be read. If the Joint Forum insists on
the distribution of a Fund Facts for every fund transaction, it risks making the
document just another part of the fine print that nobody ever reads. An average
investor who holds eight funds and makes regular contributions could easily
receive 20 or more Fund Facts a year.

When assessing the benefit to the investor of 81-406, the Joint Forum has to be
realistic about how often these types of documents are read. In reality,
investors rarely read all the information they are provided. Analyzing this factor
is difficult and expensive to do, but we would suggest the results of such
research would look something like this:

Expected Investor Behavior?

- Read all Fund Facts 2-5% of investors
- Read the first Fund Facts sheet, ignore others 15-25%
- Read the first few (2-5), then ignore 10-20%
- Read the first Fund Facts for a new fund 10-20%
- Only read their statement 40-60%

With regard to fees, investors are less likely to understand what they are paying
if the information is one or many steps removed from their wallet. If fees are
described in percentage terms and are in a general document that doesn’t have
their name on it, the chance of the information having an impact is minimal. For
example, in the proposed Fund Facts, the information on advisor compensation
is so general that it will have little or no impact. It is not clear what the dealer is
getting paid and there is no way of calculating it.

If the Joint Forum wants investors to know what they are paying, dealers should
be required to disclose on their client statements exactly what fees were
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charged in the reporting period, both in percentage terms and in dollars and
cents. We recognize that this disclosure is not at the point of purchase, but it
would nonetheless have the most impact on Canadian investors’ understanding
of fees. Steadyhand does this in its quarterly statements. It wasn’t hard to do.
Our clients know exactly what they paid in dollars and cents. In our view, the
client statement, which gets read with interest, is the place where fee disclosure
has to be improved. In almost all of the dealer statements that we have
reviewed, the fees paid were not disclosed.

Costs

The cost of implementing 81-406 will ultimately be paid for by the investing
public. There are both hard and soft components to this side of the ledger.

The hard costs (i.e. dollars and cents) are not in dispute. It will cost investors
tens of millions of dollars to benefit from 81-406. The expenses incurred by the
fund companies will ultimately be charged to the funds and reduce investment
returns.

There are also some soft costs that should be factored into the equation.

Adding to the regulatory burden of buying a mutual fund will push all players —
the fund companies, dealers and investors — away from mutual funds and into
less regulated areas of the wealth management market. Mutual funds are only
part of a very competitive landscape. Investors and providers have choices. In
the overall scheme of things, the Joint Forum would be no closer to
accomplishing its objectives if mutual fund investors are encouraged to migrate
to less suitable products where disclosure is, in some cases, nothing short of
horrendous.

The heavier the burden placed on mutual fund firms and dealers, the less likely
it is that low-cost alternatives will emerge. If we look at the industry landscape,
the low-cost providers are generally smaller firms. The ever increasing
regulatory burden discourages new firms from getting started and makes it
tough for the existing (small) players to survive. None of the large mutual fund
companies in Canada could be categorized as a low cost provider (with the
exception of the exchange-traded fund sponsors). The low-cost providers in
the industry are the small firms.
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Reliance on the Advisor

One of the principles behind Fund Facts is to “recognize the role of the advisor
in the sales process.” We think the Joint Forum should be careful in this
regard, because there isn’t always an advisor involved in a fund purchase.
Clients of discount brokers do not have a personal advisor, nor do clients of
direct distributors like Steadyhand. In the area of fees and dealer
compensation particularly, we believe the Joint Forum is putting too much
reliance on the advisor to provide full and proper disclosure. This part of the
process will regularly break down, either because the advisor doesn’'t want to
highlight fees to the client, or because there is no advisor involved.

Given the Joint Forum’s objectives with regard to 81-406, the Fund Facts has to
do the job on its own.

Concise + Bulky # Concise

We feel very strongly that if 81-406 is implemented, it must be done in
conjunction with changes to the current reporting requirements. The creation
and distribution of Fund Facts repositions the prospectus and AlF, which will no
longer be required to complete a purchase transaction. In trying to make
improvements, the regulators cannot just keep adding reporting requirements,
the costs of which the investor ultimately pays.

Recommendations

1. We do not believe the Joint Forum should go ahead with 81-406 as it is
currently contemplated. To justify the additional cost to the investor, the
Fund Facts document must achieve two key objectives: (1) Investors
should know if the fund is suitable for their situation and (2) they should
know how much they are paying. On the first point, we feel the objective
is accomplished, but on the second (fees), we believe the Fund Facts is
not specific enough and is too reliant on the advisor to meet the
objective.

2. If the Joint Forum goes ahead with 81-406, we recommend that the Fund
Facts delivery only be required the first time an investor purchases a
fund. Requiring delivery on subsequent trades will diminish the
effectiveness of the program.
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3. With regard to disclosure of fees, we recommend that the Joint Forum
implement new rules that require dealers to clearly disclose on their
statements what the client is paying. Such a change would have a far
greater impact on investors’ understanding of fees than anything that is
being contemplated in the Fund Facts document.

4. If the Joint Forum goes ahead with 81-406, it should only do so in
conjunction with revisions to the other regulatory documents. It makes
no sense to add a fifth document to the mix without adjusting for its
impact on the other four.

5. If the Joint Forum goes ahead with 81-406, we recommend that the
implementation date coincide with changes to disclosure requirements
for other wealth management products. Implementation of 81-406 on its
own will widen the regulatory gap between mutual funds and alternative
products such as bank-issued notes. In a competitive industry, the gap
is already very wide and is impacting the allocation of investors’ capital.

At Steadyhand, we are supportive of any efforts to help individual Canadians be
better consumers of investment products. To get the best effect out of the Joint
Forum'’s efforts so far, we would hope that our recommendations would be
considered.

Yours truly,

Tom Bradley
President






Kevin P. Dougherty Sun Life Assurance

Sun President Company of Canada
. . . Sun Life Financial, Canada 225 King Street, West
Life Financial Toronto, ON

M5V 3C5

Tel: (416) 408-8358

Fax: (416) 974-9104
kevin.dougherty@sunlife.com

October 15, 2007

Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Y onge Street

Box 85, 175h floor

North York ON M2N 6L9

Dear Mr. Mohindra,

Sun Life Assurance Company of Canada (“ Sun Life”) welcomes the opportunity to provide
input to the consultation paper released by the Joint Forum of Financial Market Regulators,
"Proposed framework 81-406: Point of sale disclosure for mutual funds and segregated
funds® (the “Proposal”).

Sun Lifeisamember of the Sun Life Financia groups of companies. Sun Life Financia is
aleading international financial services organization providing a diverse range of
protection and wealth accumul ation products and services to individuals and corporate
customers. Chartered in 1865, Sun Life Financial and its partners today have operationsin
key markets worldwide, including Canada, the United States, the United Kingdom, Ireland,
Hong Kong, the Philippines, Japan, Indonesia, India, Chinaand Bermuda. As of June 30,
2007, the Sun Life Financial group of companies had total assets under management of
CDN#$435 billion. In Canada, Sun Life has issued individual variable insurance contracts
(IVICs) severa hundred thousand Canadians representing over $8.3 billion in assets.

Objective of the Proposal

Overall, Sun Life supports the Joint Forum's vision of "providing investors with
meaningful information when they need it most”. In fact, the insurance industry’ s sales
practices for IVICs already supportsthisvision in that an Information Folder (which
contains fund summary information and an executive summary of the policy) must
currently be delivered at point of sale already. That said, we acknowledge the Joint
Forum’s comment that the current regime may not be working because the documents
being provided can be “long and complex”. Unfortunately, the Proposal does not seem to
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fully address thisissue and in certain circumstances it ignores the best interests of 1VIC
policyholders and prospective policyholders.

Overall, it would also appear that the Proposal ignores the fact that 1VICs and mutual funds
are fundamentally different products with significantly different features. Thisweaknessin
the Proposal leads to the erroneous conclusion that I1V1Cs and mutual funds are essentially
the same product and should be treated accordingly in terms of point of sale disclosure.
Ultimately, following this approach will be to the detriment of existing and future
unitholders.

Disclosur e/delivery on establishment of an 1VIC

Sun Life supports continuing the current practice of requiring delivery of information at or
before the point of sale for an IVIC. Asnoted above, thisis already a requirement under
existing insurance laws. Today, prior to the sale of an IVIC, a prospective policyholder
must be provided with an Information Folder which contains an executive summary of the
IVIC policy and atwo page description of each of the investment options under the IVIC.
For some insurers, like Sun Life, the Information Folder aso containsthe 1VIC policy
itself.

Under the Proposal: 1) the executive summary would be replaced with the Key Facts
document; 2) the two page fund summary documents would be replaced with multiple two
page Fund Fact documents; and 3) the contract would remain the same. The Proposal also
mandates delivery at point of sale of the Key Facts and the Fund Facts for only those funds
selected by the policyholder. Overall, this framework raises a number of concerns:

1. ThelVICisacontract with apolicyholder under which the policyholder has a
number of rights, including the right to switch between various investment options.
At point of saleitiscritical that the potential policyholder understand all the
investment options within the IVIC. Providing the consumer with only information
about some of the investment options could be misleading and potentially a
violation of current consumer disclosure requirements under insurance and contract
laws. Therefore, at point of sale a consumer must be provided with the Fund Facts
for al options under the IVIC.

2. Given the Joint Forum's vision that consumers receive information before their
decision to buy, it follows that, in the case of an IVIC, they need information about
the range of investment options available to them before they buy, rather than
simply receiving the Fund Facts about the fund(s) they have already selected.

3. Giventhe need for providing all the Fund Facts within an IVIC to a potential
policyholder, the Proposal will greatly increase the volume of materials needed to
be provided at point of sale. Asalready discussed, currently atwo page fund
summary is provided at point of sale for each investment option within an IVIC.
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Under the Proposal there would be a two page Fund Fact document for each class
and guarantee option of afund withinan IVIC. For atypical IVIC, where there are
at least three classes of fund options available and three guarantee levels avail able,
there would be nine two page Fund Fact sheets per investment option within the
contract. For those IVICs (such as those issued by Sun Life) with guaranteed
minimum withdrawal benefits (*GMWB”) available there would be 18 Fund Fact
sheets required per investment option (the nine options with and without GMWB).
This means for an IVIC with 50 investment options, the regime today would require
delivery of a 100 page fund summary booklet. But, under the Proposal, it would
mean delivery of an 1,800 page booklet. Not only would the costs of thisincreased
disclosure be borne directly by policyholders, this added disclosure would
completely contradict the Joint Forum’s vision of simpler more meaningful
disclosure.

Given these comments, we highly recommend the Joint Forum look at the ssmplified
disclosure regime proposed by the Canadian Life and Health Insurance Association
(“CLHIA”). Failing that, the Joint Forum must acknowledge that for 1VICs, the Proposal
will not alleviate or simplify the complexity or length of disclosure for policyholders and
will directly increase policyholder costs. Infact, the Proposal would actually work against
effective point of sale disclosure because the proposed regime would increase both
complexity and cost for 1VIC purchasers. Neither of these consequences are in the best
interest of policyholders. We also hope that the Joint Forum will look at this 18 fold
increase in disclosure costs for VIC policyholders and incorporate it into the cost benefit
analysis being performed for the Proposal.

Disclosure/delivery at subsequent transactions

Sun Lifeis deeply concerned with the Proposal’ s suggestion that there be mandatory
delivery of additional Fund Facts before any subsequent transactions can proceed. Not
only does this not meet the best interests of 1VIC policyholders, it ignores the contractual
rights of the policyholder and information the policyholder has already received.

1. Currently, between 50% and 75% of all subsequent transactions under an 1VIC are
completed over the telephone. Not allowing the transaction to proceed until the
relevant Fund Facts has been re-sent to the policyholder would not only
inconvenience the policyholder, who is used to immediate service, but would
subject the policyholder to the added market risk associated with the transaction
delay.

2. Most IVICs contain contractual provisions which guarantee certain service
standards for policyholders based on when instructions are received from the
policyholder. The Proposal would circumvent these contractual rights and limit the
service options available to policyholders.
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3. The proposal is completely impractical given the high volumes of subsequent
transactions concentrated within the RSP season (January and February) where the
timing of investment iscritical. Currently, in excess of 35% of Sun Life's
subsequent premium dollars are invested in the RSP season. Any delays on
processing these requests will have profound negative tax consequences on
policyholders.

4. IVIC policyholders already receive full disclosure at point of sale of al contractual
rights and information about all the investment options available under the IVIC.
They equally have access to ongoing disclosure about all investment options. The
Proposal will create duplicate and redundant disclosure whose costs will once again
be borne by policyholders.

Our view isthat the current system already meets the regulatory objective of ensuring that
consumers receive meaningful disclosure before making decisions relating to their IVICs.

L egal status of the point-of-sale documents

The legal relationship between an insurance company and a policyholder is governed by
the insurance contract. Under the Proposal however, it is suggested that not only will the
relationship be governed by the IVIC itself, but also that the Key Facts and Fund Facts will
be incorporated by reference into the IVIC. This means technical contracts will be
replaced, supplemented and/or interpreted by highly simplified, plain language summaries.
This not only increases the insurers liability and risk, but it creates uncertainty for the
policyholder. Under existing insurance and consumer protection legislation the consumer
is already protected from all forms of misrepresentation. In fact, under the existing IVIC
regime the laws explicitly require that the Information Folder disclose that it is not the
contract. Based on this, it is unclear as to why the Proposal would want to interfere with
and/or ater the legal relationship an insurer currently has with its clients.

Working with the CLHIA and CCIR

Over the past several years Sun Life has been an active participant with the CLHIA and has
worked very closely with the Canadian Council of Insurance Regulators (“CCIR”) sub-
committee on segregated funds regarding point of sale disclosure. We have also been
working very closely with the CLHIA in assisting them develop their response/comments
to the Proposal. Consequently, we are in a position to fully support the comments the
CLHIA will be submitting on the Proposal.
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Once again we would like to thank the Joint Forum for the opportunity to provide you with
these comments.

Yourssincerely,

“ Kevin P. Dougherty”

Kevin P. Dougherty
President, Sun Life Financial Canada
Sun Life Assurance Company of Canada

cc

Michael Grist (Chair of CCIR), Deputy Superintendent of Insurance, Financia Institutions
Commission, C.Michael.Grist@ficombc.ca

Gerald Matier, Executive Director of the Insurance Council of British Columbia and Chair of the
Canadian Insurance Services Regulatory Organizations (CISRO),
gmatier@insurancecouncilofbc.com

Helen Graham, Director, Financial Policy Branch, Ont. Ministry of Finance,
Helen.Graham@ontario.ca

Richard Boivin, Bureau du sous-ministre adjoint, Government of Québec,
richard.boivin@finances.gouv.qgc.ca

L éna Thibault, Syndic, Chambre de la sécurité financiére (Quebec),
renseignements@chambresf.com

Grant Swanson, Executive Director, Licensing & Market Conduct Division, FSCO,
gswanson@fsco.gov.on.ca

Arthur Hagan, Deputy Superintendent, Insurance and Financial Institutions, Alberta Finance,
Arthur.Hagan@gov.ab.ca

Jim Scalena, Superintendent, Financial Institutions Regulation Branch, Jim.Scalena@gov.mb.ca

Doug Murphy, Superintendent of Insurance, Credit Unions and Trust and L oan Companies,
Department of Environment and Labour, fininst@gov.ns.ca

Roderick MacKenzie, Superintendent of Insurance, Department of Justice - Insurance Branch,
Shauna.Hay@gnb.ca

Winston Morris, Superintendent of Insurance, Department of Government Services,
wmorris@mail.gov.nl.ca

Douglas Doak, Superintendent of Insurance, Dept. of Finance, G.N.W.T., doug_doak@gov.nt.ca
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Bob Christie, Chief Executive Officer & Superintendent of Financial Services, Financial Services
Commission of Ontario, contactcentre@fsco.gov.on.ca

Raobert Bradley, Superintendent of Insurance, Office of the Attorney General, rabradley@gov.pe.ca

Danielle Boulet, Surintendante de I'encadrement de la solvabilité, Autorité des marchés financiers,
reseignements-industrie@lautorite.gc.ca

Jim Hall, Superintendent of Insurance, Saskatchewan Financial Services Commission, Financial
Ingtitutions Division, fid@sfsc.gov.sk.ca

Fiona Charbonneau, Superintendent of Insurance, Department of Community Services,
consumer@gov.yk.ca

CLHIA:

Frank Swedlove, fswedlove@clhia.ca
Ledlie Byrnes, Ibyrnes@clhia.ca

Peter Goldthorpe, pgoldthorpe@clhia.ca

IFIC:
Joanne Del aurentiis, JDELAURENTIIS@IFIC.CA
Jon Cockerline, JCockerline@ific.ca

Advaocis:

Steve Howard, showard@advocis.ca
Sara Gelgor, sgelgor@advocis.ca

Peter Tzanetakis, ptzanetakis@advocis.ca

IFB:
John Whaley, jaw@ifbc.ca

CAILBA:
Terri Di Florio, terri.diflorio@hubfinancial.com
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Michael Banham Sun Life Financial Investment

S President Services (Canada) Inc.
227 King Street, South
ur} o o Waterloo, ON
Life Financial N2M 4C5

Tel: (519) 888-3900

October 15, 2007

Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Y onge Street

Box 85, 175h floor

North York ON M2N 6L9

Dear Mr. Mohindra,

Sun Life Financial Investment Services (Canada) Inc. (*SLFIS’) welcomes the opportunity
to provide input to the consultation paper released by the Joint Forum of Financia Market
Regulators, " Proposed framework 81-406: Point of sale disclosure for mutual funds and
segregated funds® (the “Proposal”).

SLFISisamember of the Sun Life Financia groups of companies. Asof June 30, 2007,
the Sun Life Financial group of companies had total assets under management of
CDN$435 hillion. SLFIS, in particular, asamutual fund dealer in all Canadian provinces
and territories, has over $8.2 billion in assets and contracts with over 2,700 advisors.

Objective of the Proposal

Overall, SLFIS supports the Joint Forum's vision of "providing investors with meaningful
information when they need it most". That said, the Proposal asit stands, will create both
an operational and compliance quagmire for both dealers and advisors, the costs of which
will ultimately be borne by mutual fund unitholders.

Disclosur e/delivery on account opening

Today, on the opening of an account with adealer and the initial sale of unitsin a mutual
fund, aclient is provided with a Simplified Prospectus (“SP”) for the applicable funds. The
SPis often for afamily of funds and it contains two page descriptions of each of the funds
within the fund family as well as a description of how costs, pricing and trades within the
family of funds work.
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Under the Proposal the two page fund summary documents within an SP would be replaced
with multiple unbound two page Fund Fact documents for each fund. The Proposal also
mandates delivery at point of sale of the Fund Facts for only those funds selected by the
client. No information about the fund family would be provided. Overall, this framework
raises a number of concerns:

1. Assuming an advisor generally sells from five fund manufacturers, the advisor
would need to carry approximately ten SPs (most fund manufacturers have at least
two SPsfor their funds) to any client meeting. Under the Proposal, the advisor
would now need to have on hand individual Fund Fact sheets for each class and
fund available under these SPs. Thiswould be in excess of 1,500 individual two
page documents (approximately 50 funds per SP with at least three classes per
fund) which would be logistically problematic if not impossible for an advisor to
coordinate. The issue becomes even more complex for the dealer back-office
which needs to coordinate individual fact sheetsfor al the funds on the shelf.
Currently SLFIS has over 40 fund companies on the shelf which would likely
represent in excess of 10,000 individual unigue funds and classes.

2. Given the operational issues identified above with the mere paper management at
point of sale, from a compliance perspective it would be virtually impossible to
ensure the right piece of paper was in fact delivered. Since the Proposal will give
each client an unlimited put option if there is failure to deliver the correct Fund
Facts, there will be enormous if not unlimited liability placed on dealers.

3. Given the complexity of the delivery of single Fund Fact documents at point of
sale, the end result will be, as noted above, a significant added burden on dealer
back offices due to the additional volumes of separate disclosure documents. This
will lead to higher costs which the consumer will ultimately bear. Furthermore,
dealers and advisors will ultimately restrict the access to various funds because
dealers and advisors will need to narrow the number of specific funds offered to
handle the sheer logistic complexity of paperwork involved. Thiswould
disadvantage consumers as it would reduce choice, and promote a greater reliance
on packaged rather than needs-oriented solutions for clients.

4. Currently, the pricing and compensation structure of afund are set at afund family
level, and not at an individual fund level. Therefore, any cost information and
pricing information contained in the Fund Facts is only accurate when explained at
the fund family level. The Proposal ignores thisimportant information and
therefore results in misleading disclosure being provided to consumers.

Given these comments, we highly recommend the Joint Forum look at the ssmplified
disclosure regime proposed by the Canadian Life and Health Insurance Association
(“CLHIA”). Thissimplified disclosure maintains the goal of simple comprehensive
disclosure while at the same time alleviating the operational and compliance issues noted
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above. Failing that, the Joint Forum must permit individual Fund Facts to be bound
together into afamily of funds format so asto allow for practical delivery and compliance
regimes while at the same time not limiting the information provided or the investment
choices given to consumers.

Disclosure/delivery at subsequent transactions
SLFIS isdeeply concerned with the Proposal’ s suggestion that there be mandatory delivery
of additional Fund Facts before any subsequent transactions can proceed.

1. Currently, between 50% and 75% of all subsequent transactions are completed over
the telephone. Not allowing the transaction to proceed until the relevant Fund Facts
has been sent to the consumer would not only inconvenience the consumer, who is
used to immediate service, but would subject them to the added market risk
associated with the transaction delay.

2. The proposal is completely impractical given the high volumes of subsequent
transactions concentrated within the RSP season (January and February) where the
timing of investment iscritical. Currently, in excess of 35% of SLFIS subsequent
transaction dollars are invested in the RSP season. Any delays on processing these
requests will have profound negative tax consequences on consumers.

3. Once aconsumer has opened an account with a dealer they will already be aware of
the information available to them. Thiswould include current/updated Fund Facts,
annual and semi-annual financial statements, information available on SEDAR,
information on the applicable fund company’ s websites, etc. Imposing mandated
delivery of documents on consumers, who know they are available on request at
any time, ignores consumer choice and imposes costs and delays with little to no
benefit.

Our view isthat the consumer should be given the choice of whether they want added
disclosure before trade execution on subsequent transactions. Removing this choice and
painting all investors with the same brush benefits no-one and ultimately creates costs
borne by the mutual fund unitholder.

Working with the IFIC
SLFIS has worked very closely with the Investment Funds Institute of Canada (“IFIC")
with respect to the Proposal and we support the comments | FIC has submitted.
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Once again we would like to thank the Joint Forum for the opportunity to provide you with
these comments.

Yourssincerely,
“ Michael Banham’
Michael Banham

President
Sun Life Financial Investment Services (Canada) Inc.
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(519) 888-2136 Bus (519) 888-2129
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jack.garramone@sunlife.com

October 15, 2007

Neil Mohindra

Acting Policy Manager
Joint Forum Project Office
5160 Y onge Street

Box 85, 175h floor

North York ON M2N 6L9

Dear Mr. Mohindra,

Sun Life Financia Distributors (Canada) Inc. (“SLFD”) welcomes the opportunity to
provide input to the consultation paper released by the Joint Forum of Financial Market
Regulators, " Proposed framework 81-406: Point of sale disclosure for mutual funds and
segregated funds’ (the “ Proposal”).

SLFD isamember of the Sun Life Financia groups of companies. As of June 30, 2007,
the Sun Life Financial group of companies had total assets under management of
CDN$435 hillion. SLFD, in particular, as a corporate insurance agent in all Canadian
provinces and territories, has over $5.3 billion in individua variable insurance contact
(“IVIC") assets and contracts with over 2,700 advisors.

Objective of the Proposal

Overall, SLFD supports the Joint Forum's vision of "providing investors with meaningful
information when they need it most”. In fact, the insurance industry’ s sales practices for
IVICs aready supports thisvision in that an Information Folder (which contains fund
summary information and an executive summary of the policy) must currently be delivered
at point of sale already. That said, we acknowledge the Joint Forum’s comment that the
current regime may not be working because the documents being provided can be “long
and complex”. Unfortunately, the Proposal does not seem to fully address thisissue and in
certain circumstances it ignores the best interests of 1VIC policyholders and prospective
policyholders. Furthermore, the Proposal asit stands, will create both an operational and
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compliance quagmire for advisors, the costs of which will ultimately be borne by
policyholders.

Disclosur e/delivery on account opening

SLFD supports continuing the current practice of requiring delivery of information at or
before the point of sale for an IVIC. Asnoted above, thisis already arequirement under
existing insurance laws. Today, prior to the sale of an 1VIC, a prospective policyholder
must be provided with an Information Folder which contains an executive summary of the
IVIC policy and atwo page description of each of the investment options under the IVIC.

Under the Proposal the executive summary would be replaced with the Key Facts
document and the two page fund summary documents would be replaced with multiple two
page Fund Fact documents. The Proposal also mandates delivery at point of sale of the
Key Facts and the Fund Facts for only those funds selected by the policyholder. Overall,
this framework raises a number of concerns:

1. ThelVICisacontract with a policyholder under which the policyholder has a
number of rights, including the right to switch between various investment options.
At point of saleit iscritical that the potential policyholder understand all the
investment options within the IVIC. Providing the consumer with only information
about some of the investment options could be misleading and potentially a
violation of current consumer disclosure requirements under insurance and contract
laws. Therefore, at point of sale a consumer must be provided with the Fund Facts
for al options under the IVIC.

2. If theindividual Fund Facts are not permitted to be bound together (as suggested by
the Proposal), for asingle IVIC, at point of sale an advisor would need to have on
hand all the Fund Facts sheets for each investment option, class and guarantee level
under the contract. Assuming the 1VIC has 50 investment options this would bein
excess of 450 individual two page documents (assuming at least three classes per
investment and three guarantee levels). For 1VICs which offer guaranteed
minimum withdrawal benefits (“GMWB”) this number will double to 900 two page
sheets. Needlessto say thiswould be logistically problematic if not impossible for
an advisor to coordinate. The issue becomes even more complex for advisors who
offer more than one IVIC.

3. Given the operational issues identified above with the mere paper management at
point of sale, from a compliance perspective it would be virtually impossible to
ensure the right piece of paper was in fact delivered. Since the Proposal will give
each client an unlimited put option if there is failure to deliver the correct Fund
Facts, there will be enormous if not unlimited liability placed on advisors.
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4. Even assuming the Proposal would be modified to allow the Key Facts and Fund
Facts under an 1VIC to be bound together, the Proposal will greatly increase the
volume of materials needed to be provided at point of sale. Asaready discussed, a
current Information Folder with 50 investment options would have 100 pages of
investment summaries. But, under the Proposal, it would mean delivery of an 1,800
page booklet (2 pages per investment per class per guarantee option). Not only
would the costs of this increased disclosure be borne directly by policyholders, this
added disclosure would completely contradict the Joint Forum’ s vision of simpler
more meaningful disclosure.

Given these comments, we highly recommend the Joint Forum look at the ssmplified
disclosure regime proposed by the Canadian Life and Health Insurance Association
(“CLHIA”). Failing that, the Joint Forum must acknowledge that for 1VICs, the Proposal
will not alleviate or simplify the complexity or length of disclosure for policyholders and
will directly increase policyholder costs. In fact, the Proposal would actually work against
effective point of sale disclosure because the proposed regime would increase both
complexity and cost for 1VIC purchasers. Neither of these consequences are in the best
interest of policyholders. We also hope that the Joint Forum will look at this 18 fold
increase in disclosure costs for IVIC policyholders and incorporate it into the cost benefit
analysis being performed for the Proposal.

Disclosure/delivery at subsequent transactions
SLFD is deeply concerned with the Proposal’ s suggestion that there be mandatory delivery
of additional Fund Facts before any subsequent transactions can proceed.

1. Currently, between 50% and 75% of all subsequent transactions are completed over
the telephone. Not allowing the transaction to proceed until the relevant Fund Facts
has been sent to the policyholder would not only inconvenience the policyholder,
who is used to immediate service, but would subject them to the added market risk
associated with the transaction delay.

2. Most IVICs contain contractual provisions which guarantee certain service
standards for policyholders based on when instructions are received from the
policyholder. The Proposal would circumvent these contractual rights and limit the
service options available to policyholders.

3. The proposal is completely impractical given the high volumes of subsequent
transactions concentrated within the RSP season (January and February) where the
timing of investment iscritical. Currently, in excess of 35% of SLFD’ s subsequent
transaction dollars are invested in the RSP season. Any delays on processing these
requests will have profound negative tax consequences on policyholders.
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4. IVIC policyholders already receive full disclosure at point of sale of al contractual
rights and information about all the investment options available under the IVIC.
They equally have access to ongoing disclosure about all investment options. The
Proposal will create duplicate and redundant disclosure whose costs will once again
be borne by policyholders.

Our view isthat the current system already meets the regulatory objective of ensuring that
consumers receive meaningful disclosure before making decisions relating to their IVICs.

Working with the CLHIA

SLFD, through its parent Sun Life Assurance Company of Canada, has been working very
closely with the CLHIA in assisting them devel op their response/comments to the
Proposal. Consequently, we are in a position to fully support the comments the CLHIA
will be submitting on the Proposal.

Once again we would like to thank the Joint Forum for the opportunity to provide you with
these comments.

Yourssincerely,

“Jack Garramone”

Jack Garramone
President
Sun Life Financial Distributors (Canada) Inc
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October 12, 2007

Mr. Neil Mohindra

Acting Policy Manager
Joint Forum Project Oflice
53160 Yonge Street

Box 85, 17" Floor

Morth York, Ontaric

M2ZN 6L5

Email address: jointforuméitsco.gov.on.ca

Dear Sir:

Re: Request for Commenis on Proposed Framework 81-406 FPoint of Sale
Disclosure for Mutual Funds and Segregated Funds

TD Bank Financial Group (“TDBFG™) is pleased to respond to the request for comments
on the Joint Forum of Financial Market Regulators ("Jeint Forum™) Proposed Framework
81-4036 Point of Sale Disclosure for Mutual Funds and Segregated Funds (the “Proposed
Framework™).

TDBFG offers a full range of financial products and services to over 14 million
customers worldwide. The Proposed Framework is of particular inferest to TDBFG's
wealth managemeni businesses, which are comprised of firms involved in the design,
management and distribution of Investment funds, TD Asset Management Inc.
{(“TDAM™) is registered with all the provincial securities regulators as an investment
counsellor and portfelio manager, registered as a limited market dealer with the Ontario
Securities Commission (“OSC"} and Securities Commission of Newfoundland and
Labrador, and registered as a commodity trading manager with the OSC. As of
Sepilember 30, 2007, TDAM and its affiliates managed approximately $158 billion of
mutual funds, pooled funds and segregated accounts. TD Waterhouse Canada Inc. is an
Investment Dealers Association of Canada member fittn offering a full array of brokerage
services to investors and institutions, including over 4,900 mutual funds through its
Discount Brokerage, Private Investment Advice, Financial Planning and Institutional
Services divisions. TD Investment Services Inc. is a Mutual Fund Dealers Association of
Canada (“MFDA™) member firm selling TD Mutual Funds through registered
representatives located in TD Canada Trust branches, call centres and internet services.





EXECUTIVE SUMMARY

The Proposed Framework describes the Joint Forum’s objective oft (1) providing
investors with meaningful disclosure before they make a decizion to buy info a mutual
fund or segregated fund (hereinafier collectively referred to as “funds™) by introducing a
new mandatory fund summary document called the “fund facts™ (the “Fund Facts™); and
(2} intreducing a new cooling off night for investors to cancel a purchase. The proposed
contents of the Fund Facts should include key information about a fund in a simple,
accessible and comparable format that will help investors assess potential benefits, risks
and costs of investing in funds and enable investors to compare cne fund with another.
The Joint Forum consists of tepresentatives from the Canadian Association of Pension
Superviscry Authorities, the Canadian Council of Insurance Regulators and the Canadian
Securities Administrators.

TDBFG supports the Propesed Framewoerk’s objective of providing enhanced investor
protection through the provision of timely delivery of effective disclosure documents to
retail consumers. We applaud the preposal to utilize a two page fund profile document as
the base disclosure document for retail investors and share the Joint Forum’s view that
existing disclosures in a fund’s simplified prospectus, annuity policy or information
folder are not well received by investors, and may simply go unread. However, we
believe that there are issues with the Proposed Framework that, if properly resolved, will
ensure that investors obtain meaningful disclosure on their own terms.

RECOMMENDATIONS

We agree that investors should receive all relevant information with respect to a fund in
order to make sound investment decisions. However, we believe that the Proposed
Framework will have unintended consequences for investors and cur main comments are
focused on the following areas:

{1} The Proposed Framework should only apply fo retail investors and should
specifically exclude institutional investors, accredited investors and clients with
discretionary managed accounts;

(2} The delivery of the Fund Facts should occur “at or after” the point of sale,
whereby the delivery of the Fund Facts would occur either at the point of sale or
after the point of sale by accompanying a trade confirmation. The delivery of the
Fund Facts before or at the point of sale, either on an initial or subsequent
purchase, is in many sitmations at best impractical and at worst impossible to
fulfill without creating unnecessary delay;

(3} The Fund Facts should be delivered in the same circumstances in which
prospectuses must currently be delivered;





{4) The disadvantages to investors of receiving the Fund Facts before or at the point
of sale could more than offset any advantages, which could result, among other
things, in the following investment exposure and investment market distortion:

a) Delayed trade execution, loss of market opportunities, delayed ability to
purchase, directly or through a switch, money market funds to reduce 1isk;

b) Inability to make RSP contributions through dealers without cash
accounts;

c) Delayed changes of investment exposure because the purchase side of a
switch cannot be processed without delivery of the Fund Facts;

d) Dealers limiting funds they offer thereby limiting investor choice; and

e) Investors having to choose to directly invest in higher risk alternatives or
other investments that have no pre-purchase fulfillment requirement in
order to obtain the desired timely market exposure,

{5) There must be an ability to cure non-compliance with a requirement to deliver the
Fund Facts prior to or at the point of sale through delivery after a trade. Rights of
withdrawal and rescission should run from the sending of the Fund Facts and
confirmalion, respectively, regardless of whether such documents are delivered in
accordance within the times set out in Propesed Framework;

(6) Simplified disclosure using language at a grade 5 level could result in perceived
interpretive differences between the Fund Facts and a fund's simplified
prospectus, annual information form, continuous disclosure materials, annuity
policy or information folder, particularly for more complex funds; and

{7) The specific contents contained in the Fund Facis will result in considerable
duplicaticn of existing continuous disclosure materials,

SCOPE OF APPLICATION

While the basic fund information contained in Fund Facts is important and may add value
for retai! investors, we do not believe it will add value for institutional or accredited
investors and for clients with discretionary managed accounts. Investors® levels of
understanding can differ significantly. We believe that the Fund Facts disclosure using
language al a grade 5 level is appropriate for retail investers purchasing murtual funds. In
the case of institutional or accredited investors and clients with discretionary managed
accounts, the Fund Facts disclosure would not be appropriate, and therefore, the Proposed
Framework should not apply.





DELIVERING THE FUND FACTS

Our main concern with the Proposed Framework centres on the timing of delivery of the
Fund Facts, in writing, before or at the point of sale. We believe that the proposed
delivery standard is impossible to consistently achieve in all circumstances largely
because of the diverse distribution channels in which funds can be purchased. We are of
the view that investors, no matter where a purchase occurs, shouid not be precluded from
purchasing funds simply becanse they have not received the Fund Facts before or at the
point of sale unless that is their desire.

We respectfully urge the Joint Forum to consider adopting an “at or after” approach,
whereby the delivery of the Fund Facts would occur either at the point of sale or after the
point of sale by accompanying a trade confirmation, We believe this approach is
consistent with the Joint Forum’s view of timely delivery of fund specific information.

Below are a [ew examples of siluations investors could face in purchasing funds through
different distributicn channels where the delivery of the Fund Facts must ccour before or
at the point of =ale.

First, many investors use call centres and the internet to access their accounts. In a call
centre transaction, a licensed representative will discuss a fund purchase over the
telephone with investors who do not or may not have access to visit 2 representative in
person or have access to the internet or email. In this case, the Fund Facts would need to
be mailed, faxed or emailed to investors prior to completing a fund purchase. This may
resnlt in investors having to call back the call centre after they received the Fund Facts.
This may be challenging during the typically high volume RSP season in February. The
internet delivery channels would need costly system upgrades in order to present the
Fund Facts to investers prior to a fund purchase. This disruption of the sales process may
compel many retail investors to purchase higher risk securities directly or tun to other
investment vehicles that may not be suitable fo their investment objectives or risk
tolerances.

Second, self-directed retail investors who have selected to purchase funds through
suitability exempt discount brokerage services generally do not receive disclosure
documents before or at the point of sale, but rather after a transaction has been
completed. Investors use this distribution channe! for execution only and are generally
not provided with investment advice as is the case in the advisory channels. In this
setling, it would be at best impraciical and at worst impossible to provide the Fund Facts
before or at the point of sale without creating unnecessary delay. Implementing the
Proposed Framework will involve significant changes to this model and may result in a
shift of trading in mutual funds to other secunties that do not have a pre-purchase
disclosure cbligation, thereby distorting the market for investments.





Finally, institutional and accredited investors would face the same service interruptions as
retail investors would face in a call center or internet transaction. The delivery of the
Fund Facts, particularly in subsequent transactions, would hinder the ability for these
investors to transact quickly for any reason and would potentially question the ability for
funds to be used for this purpese. Also, institutional and accredited investors have a
higher level of understanding than retail investors and do not need the same level of
investor protection, as evidenced by the regulatory approach to the exempt market, We
believe the Fund Facts will net add value to these investors, and thus, these investors
should be excluded from the Proposed Framework,

In addition, we believe clients with discretionary managed accounts should not be subject
to the Proposed Framework. Investment decisions for these clients are made by the
investment counsellor (“IC"} or portfolio manager (“PM™), not the investor. Given that
these investors have delegated their investment decisions to an IC or PM, we request
clarification from the Joint Forum as to how the proposed delivery requirernent would
apply from a discretionary managed standpoint.

With respect to subsequent purchases, once the Fund Facts has been delivered, retail
investors will have access to all of the necessary fund information to make informed
decisions. We would argue thai the Fund Facts should only be delivered on a subsequent
purchase where there has been a material change to a fund's simplified prospectus
concering information also contained in the Fund Facts. Absent this consideration, we
urge the Joint Forum to watve the delivery of the Fund Facts on subsequent purchases.

We are of the opimmion that in respect of switches, whereby an investor decides to redeem
all or a portion of his or her units of one fund to buy units of another fund, the Proposed
Framework would treat the purchase portion of the switch as an initial purchase. As
such, we believe investors would be subject to receiving the Fund Facts for a new fund.
However, we urge the Joint Forum to consider waiving this requirement for switches
from one fund o a fund which a client already owns (absent material changes as
indicated above}, switches from one fund to a money market fund or switches between
money market funds.

We believe it would be in the best interests of investors that money market funds be
excluded from the Proposed Framework as they are primarily viewed as short-term low
risk investments that are not subject to undue risk even with the current issues in a
portion of the money market. We note that many MFDA participants do not allow for a
cash holding position in an investor’s account. As a resulf, a volatile market could hinder
an investor from quickly switching from a higher risk investment to a money market fund
because of the obligation to deliver the Fund Facts prior to or at the point of sale.





INVESTOR RIGHTS

We appreciate the importance of giving investors the opportunity to rescind or cancel
their investment in a fund within the time period and in the manner prescribed in the
Proposed Framework. This would generally be consistent with the current regulations
contained in securities legislation. In the case of rescission rights, we suggest that they
operate from the earlier of the sending of the confirmation of purchase and the sending of
a client statement setting out the details of the purchase. In the case of withdrawal rights,
we supgest they operate from the earlier of the sending of the Fund Facts or prospectus.
A major concetn is that if investors do not receive the Fund Facts or a confirmation, they
should not be given rescission and withdrawal rights in perpetuity, thereby subjecting
investment fund managers and dealers to unlimited ligbility. This could potentially result
in unwarranted claims, unnecessary litigation and could expose a dealer to perpetual risk
if the market value of the investment drops below the original value.

We believe that there must be en ability to cure non-compliance with a requirement to
deliver the Fund Facis prior to or at the point of sale through delivery after a trade. As
indicated above, rights of withdrawal and rescission should run from the sending of the
Fund Facts and confirmation, respectively, regardless of whether such documents are
delivered in accordance within the times set out in Proposed Framework.

FUND FACTS

While we are in favour of the benefits of creating Fund Facts for retail investors that
summarize key information at a grade 5 level, we are cognizant that there may be
potential risks in using such language. Although we feel that for basic funds this level of
language could be achieved, funds that involve complex nuances may not be aptly
described using grade 5 language. Additionally, using language at a grade 5 level could
result in interpretive differences between the Fund Facts and a fund's simplified
prospectus, annual information form, continuous disclosure material, annuity policy or
information folder. We request thal the Joint Forum provide a safe harbour for such
interpretive differences and provide guidance on how to deal with them.

We are of the opinion that while the proposed contents of the Fund Facts are designed to
highlight key fund information to help retajl investors make informed investment
decisions, many of the contents addressed in the Proposed Framework are already
contained in an investment fund's Management Report of Fund Performance (“MRIFP™).
We wish to note that in 2006 alone, the opt-in rate for investors who wished to receive
TDAM’s MRFP was only at apptoXimately two percent. Cur concerm, therefore, is that if
investors generally do not want to receive the MRFP, which contains important
information regarding a fund’s risk profile, investment objectives, investment strategies,
top 25 holdings, performance related information, annual expenses and management fees,
we are hesitant to believe that the Fund Facts will add further value by disclosing the
same or similar information that is contained in the MRFP (other than the fund’s
investment objective},





Further, in our advisery channels we consider investment suitability based on our account
documentation. We carefully consider an individual’s risk tolerance, time horizon and
personal investment objectives prior to processing fund purchases. We believe an
individual’s investment objective should be compatible with the fundamental invesiment
objective of a fund that is subject to purchase. We request that the Joint Forum provide
clarification as to why a fund’s fundamental investment objective was excluded from the
conients required to be disclosed in the Fund Facts.

Although we concur with the Joint Forum that the contents of the Fund Facts will
ultimately help retail investors make informed investment decisions, we recommend that
the Fund Facts be a static document that addresses factors that may impact investment
suitability, highlight the key features of a fund and state the consequences of not reading
the information. Rather than re-stating specific portfolio and adviser compensation
information that is already available, the Fund Facts should advise investors what other
documentation is available to them, what information is contained in those documents,
what they could use that information for and where they can obtain those documents.
Such documents would include the:

1) Simplified prospectus;

2} Annua! information form;

3} Interim and annual MRFP;

4} Quarterly portfolic summaries;

3} Interim and annnal financial stalements; and

6) The decuments that will be available to clients upon implementation of the Client
Relationship Model.

The investment fund manager and/or dealer will, of course, upon request provide these
decuments free of charge to potential or existing investors.

We note that in respect of institutional investors and other investors whose accounts are
managed under discretionary authorily, management fees are generally negotiated and
paid directly by the investors as oppoesed to being imbedded in the funds. Therefore, the
Fund Facts would not add any transparency with respect to management fees for such
investors.

REGULATORY REQUIREMENTS

We do not believe that the Fund Facts should be created for each class or series of a fund
with a separate management expense ratic (“MER™). By mandating this requirement, it
is possible that retail investors may be given the Fund Facis for a series or class of a fund
that is either not available to them or they did not purchase. Also, since performance and
fees may be different for each class or series of a ind where the MER is different, this
could potentially create confusion for investors, advisors and dealers. By way of
example, under the Proposed Framework, TDAM would have to create over 350 Fund
Facts at least twice a year, i.e. at least 700 Fund Facts per annum.





We reiterate our position that the Joint Forumn should consider adopting the Fund Facts
that would inform investors of the different class or series of 2 fund available, and give
flexibilily 1o investment fund managers to determine which series or ciass o include,

We are of the opinion that if required to create the Fund Facts for each class or series of a
fund with a separate MER, the costs if implemented, would be staggering. For example,
we would need to builid the fechnology in order io place Fund Fact sheets at retail
branches, dealers, infernet delivery channels and call centres. As there is currently no
specific industry wide delivery network to do this, dealers would need to access this
information from different sources. For dealers, a substantial amount of money would be
required to upgrade their systems to accommodate the vast number of Fund Facts
received from different investment fund companies. This would be a new process that is
not currently handled in the industry.

Additionally, there would be subslantial compliance costs and opportunity costs to
implement this process. In respect of compliance costs, 2 dealer will need to ensure and
prove that the Fund Facts has been delivered to investors. In order for this to be
achieved, dealers will have to build an audit process and upgrade their sysiems, at a
substantial cost. In respect of the opportunity cost of having the Fund Facts placed in the
sales process, although difficult to measure, the change in the current sales process for
different channels may lead some investors to divert to different investments that may
have a simpler sales process for convenience purposes where there would be no loss of
market exposure. This may have the effect of narrowing dealer offerings and could result
in a distortion in the investment marketplace.

With respect to the filing of the Fund Facts, we concur with the Joint Forum that the Fund
Facts should be [iled annually. Notwithstanding the above, we believe the only
additional time that the Fund Facts should be filed is when there has been a material
change in a fund’s simplified prospectus concerning information alse contained in the
Fund Facts. Creating the Fund Facts twice a year, as it is presently proposed, would be
an extremely onerous and disraptive process for beth fund managers and dealers. Point
of sale delivery of separate Fund Facts for each series or class of securities, twice a year,
would result in inventory and delivery issues for the Fund Facts including delivery errors
on account of the sheer volume of different Fund Facts. We reiterate our view that on all
purchases investors will have access to all information such as the MRFP where
performance and fee related information is updated and filed semi-annuaily.

In addition, the filing requirements in the Proposed Framework poses further concerns. If
we were to create the Fund Facts for each class or series of a fund, it could potentially
take the equivalent of five business days to file on SEDAR with other continuous
disclosurs documents. Since other fund companies will also be filing their Fund Facts
together with other continuous disclosure documents at the same time, the total volume
could easily overload the SEDAR system. We note that the potential lag in time that
could result from mass overload on the SEDAR system could thwart fund purchases and
investors may miss out on potential market opportunities. We request guidance from the
Joint Forum as to what developments will be undertaken on the SEDAR. system to
accommodate the increased volume.





Pursuant to National Instrument 81-106, an investment fund iz required to file its
continuous disclosure documents with the regulators on or before the 60" day after the
end of the most recent interim period of an investment fund and on or before the 90™ day
after the end of the investment fund’s most recently completed financial year. If we are
required to file the Fund Facts in accordance with the same deadlines for our other
continuous disclosure documents, we would be adding significant time to an already
compressed timeline, The result may jeopardize cur ability to file and deliver these
documents within the required time period. Moreover, adding this exfra step to the
delivery process would decrease the little flexibility there currently is in our schedule.

CONCT.USION

TDBFG is grateful to have had the opportunity to comment on the Joint Forum’s
Proposed Framework. We applaud the Joint Forum for promoting the interests of retail
investors by designing the Fund Facts that will provide retail investors with meaningful
information in order to make sound and informed decisions. We agree that the content of
the Fund Facts should highlight key fund information investors can use t¢ assess the
benefits, risks and costs of fund investing in an easy-to-understand format. Overall, we
believe the Fund Facts will be beneficial for retail investors and share the Joint Forum's
view that investors should receive all relevant fund informaticn.

TDBFG 1s of the view that institutional or accrediled investors and clienis with
discretionary managed accounts should be excluded from the Proposed Framework, We
are of the opinion that the Fund Facts disclosure will only provide meaningful
information to retail investors. Notwithstanding the fact that using language at a grade 5
level could result in interpretive differences between the Fund Facts and a fund’s
simplified prospectus, annual information form, continucus disclosure materials, annuity
policy or information folder, such language could be seen as unnecessary to sophisticated
investors who have exercised their own diligence and research prior to purchasing funds.

We support regulations that are principles-based and provide flexibility where the latter is
warranted. While we agree with the Joint Forum's intentions of creating a standardized
disclosure document and generally believe it will add value for retall investors, we
believe that simplifying language at a prade 5 level may not be appropriate for
sophisticated investors and the more complex funds they purchase.

As previously stated, our main concern with the Proposed Framework is focused on the
timing of delivery of the Fund Facts. We do not take issue with the proposed methods of
delivery and support the Joint Forum's vision of timely delivery of fund specific
information. However, we believe that the proposed delivery standard is impossible to
consistently achieve in all circumstances largely because of the diverse distribution
channels in which funds can be purchased, Thus, we believe the “at or afier” approach is
consisient with the Joint Forum’s principle of timely delivery and the current regulatory
approach in respect of the delivery of continuous disclosure materials.
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We agree that investors should receive all relevant information with respect to & fund in
order to make sound investment decisions. However, we believe that the Proposed
Framework will have unintended consequences for imvestors primarily investment
exposure and invesiment market distortions including delays in completing fund
transactions at a specified time.  Basically, investors who purchase funds through
investment advisors, internet websites and call centres who have not received the Fund
Facts before or at the point of sale will be told that their purchases cannot be completed.
Investors could also face the prospect of reduced fund selection from dealers who cannot,
or do not wish to, support the same breadth of fund choices while complying with the
delivery requirements of the Proposed Framework. Therefore, we feel that the Proposed
Framework could negatively impact the sales process given that the delivery requirement
will potentially be onerous, interruptive, confusing (due to delivery errors) and
cumbersome for many investors who desire to purchase a specific fund at a specific time.

We believe the proposed delivery requirements should not apply to subsequent purchases,
except where there has been a material change fo a fund’s simplified prospectus
concerning information also contained in the Fund Facis. We furiher believe that this
requirernent be waived for switches from one fund to a fund which a client already owns
(absent material changes as indicated above), switches from one fund to 2 money market
fund or switches between money market funds,

We are of the opinion that if would be in the best interests of investors that money market
funds be excluded from the Proposed Framework as they are primarily viewed as shori-
term low risk investments that are not subject to undue risk notwithstanding the current
issues In a portion of the money market.

We would be pleased to provide any further explanations or submissicns with respect to
matters discussed above and would make ourselves available at any time for further
discussion,

Yours truly,

=

Timethy P. Pinnington
Senior Vice President, TD Bank Financial Group
President, TD Mutual Funds






129 Pinewood Tralil
Mississauga, ON
L5G 2L2

October 9, 2007

To: Neil Mohindra, Acting Policy Manager
Joint Forum Project Office

5160 Yonge Street

Box 85, 17" Floor

North York, ON

M2N 6L9

Comments on:

“Proposed Framework 81-406 Point of Sale Disclosure for

Mutual Funds and Segregated Funds”

| am pleased to provide written comments on the important subject of consistency of
regulation among Seg Funds and Mutual Funds in the form of feedback to Proposed
Framework 81-406.

| write as a private investor with more than 25 years of investment experience in funds,
individual equities and derivatives. My formal training was as a scientist (PhD in
Chemistry), but | also earned an MBA (lvey Business School) and the CFA designation
(CFA Institute), and am now largely retired and managing my personal finances.

In addition to my own finances, my experience attracts a number of friends and
colleagues who seek my opinions on their existing portfolios. As a result, | have seen
how 20-30 investors with portfolios of $15,000 to $3 million react to securities market
information and practices, including those relating to mutual funds and seg funds.

Prior Input Given

| previously wrote on March 22, 2003 to respond to Consultation Paper 81-403 (Point of
Sale Disclosure for Segregated Funds and Mutual Funds) and on August 29, 2003 on
Proposed Guidelines for CAP funds (Capital Accumulation Plans). My employer at the
time provided an insurance company CAP fund that had major deficiencies in the
accuracy, timeliness and honesty of investor communications in comparison with similar

mutual funds.





Recommendation
#1

Regulators should lump Capital Appreciation Plan (CAP) funds, mutual
funds and seg funds together because they are basically the same
commodity to the investor, especially in the absence of an insured

component, and are indistinguishable to the vast majority of investors.

The urgent reasons for including CAP plans are:

» The “death” of private sector defined benefit pensions is directly linked to rational

future investment expectations and has become a major public policy issue

where the regulators have to lead financially unaware politicians

» Defined benefit pensions are being replaced with defined contribution pensions,

and group RRSP or CAP plans where

@)

O

@)

@)

O

@)

Investment Options are limited

Fees increase from 30-50 bp for large DB fund to 125-200 bp for CAPs
Disclosure needs increase exponentially as naiive investor decision-
making is increasingly required

Default choice will be critical

CAPs should be diversified with low cost index ETFs and fixed income

It now takes 24% of salary to provide an indexed pension (e.g. OTPP)

What disclosures to naiive investors and industry regulations do we need in a forced do-

it-yourself pension environment?

Outline. After laying out my direct comments on Proposed Framework 81-406 in Part 1,

| will loop back to my original comments to see how responsive the proposals are in Part

2, comment on setting rational expectations in Part 3, and summarize the $7B problem

that won’t be solved with Fund Facts alone in Part 4.

Part 1: Direct Feedback to Specific Issues and Questions

Content of Funds Facts. | broadly like the approach and current proposals for Fund

Facts. It should definitely be limited to 2 pages and a modest reading level. Here are a

couple of additional recommended changes:

» Year-to-Date Performance should be Included. The examples of Fund Facts

Recommendation
#2

provided shown only annual performance bars. If updates are to be





meaningful, Fund Facts should also include the year-to-date performance for the

stub period since the last full year.

» Changes in MER over the Historical Record should be Noted. In the interest of

Clarification
Needed

accurate representation, the Fund Facts representation of past
performance should either (a) correct the historical record to the current
MER, or (b) note what the MER has been in different periods. This is

particularly important for fixed income and money market funds, where | have noted

a tendency for MERSs to increase over time. In these cases, the historical “record” is

biased downward by lower MERs.

Cooling Off Period. A cooling off period is a good idea. | think the provision for mutual

funds that investors can cancel at any time if they do not get the Fund Facts before or at

the point of sale is fair. The industry may squawk at this, but the existing prospectus

provisions are much abused and investors need to be treated fairly.

Methods of Delivery. The proposals with respect to methods of delivery are

reasonable. The Joint Forum should be cautious of industry objections as this is the

only chance to get objective information into most investors’ hands.

Question 1: Time of Delivery of Fund Facts for Subsequent Purchases

| can agree that monthly plan purchases could be excluded, except for an annual

update. The proposal already considers 12 months sufficient (as there is an annual

update by then). Therefore, where is the right balance to strike between 1 and 12

Recommendation
#3

months?
I would like to suggest 90 days.

The question of how long to allow between separate investments without

getting an updated Fund Facts is linked to how often the Fund Facts are meaningfully

updated. Based on the current proposals, the Fund Facts has only annual performance

(whereas | recommend including the most recent quarterly stub period as well — see

below). The largest investments can also change, and the MER as well.





Question 2: How often to Receive Documentation in a Pre-Authorized Payment
Plan

This should be provided annually. A 2-pager may actually be read,

Recomn;zndation whereas the annual documents sent already (which can be declined) are

not usually read.
Question 3: Other Disclosure Information Sufficient?

Most investors decline the annual and semi-annual information for several reasons, in
my experience: (a) it is voluminous; (b) they don’t understand it; and (c) they cannot
separate the important wheat from “boilerplate” chaff. | agree that Fund Facts should

not be mixed in with more complex material unlikely to be read.
Question 7: What if Advisors Don’t have Fund Facts Available

In my view, this would reflect poorly on him/her/firm and suggest they were trying to hide
something (MER, compensation, etc.). | try to avoid mutual and seg funds myself (due
to excessive fees), but do not see harm in investors waiting for the Fund Facts to
become available or choosing another fund or selecting a better organized advisor.

It should not be as easy to abuse the requirement to provide the Fund Facts as it is to
currently abuse the provision of prospectuses.

Question 9: Fund Facts for Multiple Classes of Shares

| am quite convinced that 90% of investors are unaware of the existence of multiple
classes of shares. Therefore the provision on Page 2 of the Fund Facts that “Your
advisor is obligated to explain whether other classes of this investment, with different
fees or guarantees, are available to you.” is essential to ensuring the investor gets the
most suitable product.

| strongly agree with the position taken that Fund Facts should be for one fund, one
class, and NOT mixed into longer documents with other funds. The industry is
sophisticated enough to create multiple classes of funds, so they should be
sophisticated enough to communicate directly and simply about it to investors. In this
day and age, such a low level of required customization is easy to do in either electronic
or printed format.





Question 11: How Current should Fund Facts Be?

Year-to-Date Performance for any quarter end within 30 days should be included. The
examples of Fund Facts provided shown only annual performance bars. If updates are
to be meaningful, Fund Facts should also include the year-to-date performance for the
stub period since the last full year. That means Fund Facts should be no more than 4

months non-current.

Other General Observations

1. | note with dismay that the 2003 idea of a Consumers’ Guide has been
abandoned. | believe the regulator is in the best and most trusted

Recommendation position to set rational expectations of investors, and to slay some

#5 important myths (past performance, future expectations, importance

of fees, etc.).

2. | am also disappointed that despite CAPSA being a part of the Joint Forum, CAP
plans have dodged inclusion in the recommendations, which are limited to
mutual funds and segregated funds. There is no discussion as to why this
exclusion is necessary, especially when CAP plan members are likely to be
LESS investment savvy that mutual fund and seg fund investors!

3. The Fund Facts is a good start. | only wish similar transparency was available
for ETFs, PPN products and hedge funds that can have MERs as

Recommendation high as 16%.
#6

Part 2: Proposed Framework 81-406 and My 2003 Comments

To put my current feedback in perspective, | reiterate my main prior suggestions relevant

to point of sale documentation:

» Standardized disclosure on fees and costs and their impact on investment
returns (i.e. MER — not always disclosed by CAP funds; and net historical
returns, not gross returns from my CAP fund at the time). [The information is
there in proposed Fund Facts, but impact of fees is never mentioned.]

» The rights of rescission and withdrawal should be retained and reinforced in the
case of a “new investment” (i.e. not already held in the investor’s portfolio, or not
purchased under the same fee structure as before) when





>

a) The back-out decision is made within 4 business days of receiving
information, or 7 days of the transaction — whichever is later

b) The consumer is liable for any adverse market changes of the underlying
investment, but is reimbursed for all sales charges paid and is not subject

to surrender or redemption fees.
c) There should be no arbitrary upper limit to the amount of fund purchased.

d) The Fund Summary Document should refer to the right to cancel the
purchase.

[l am gratified to note that items b, ¢, d and some of (a) are proposed to be
implemented.]

Separation of Communication Function. In 2003 | also proposed separation
of investor information into four categories that should not really be mixed:

a) Education (Consumer’s Guide)
b) Specific fund information (Fund Facts and Foundation Documents)

c) Investor specific information including transactions, value, unit holdings,

rate of return, etc
d) Advertising and promotion.

The separation is critical because intermingling these different types of
information confuses consumers, and may contribute to a reduced desire to read
information supplied by the fund companies (dismissing the entire package as a
form of advertising or hype, and hence not worthy of their complete or immediate
attention). [The Fund Facts is separated (good), but the Consumers’ Guide has
evaporated (bad). The more that Fund Facts can arrive independently of other
information the better.]

In addition to proposed contents of 81-403, the ... Fund Facts... should include:

a) A plain statement referring to the right of rescission, withdrawal or cooling
off

b) The MER must be the MER to the individual and include all costs

c) A standardized statement about where the investment fits in risk-return
space

d) Should include portfolio turnover range typical of the fund





e) Should try to get to a single page; two permissible if duplex-printed. This
is inexpensive to produce and might actually get read.

f) Past performance information was more appropriate in the Foundation
Document than in the Point of Sale document

[Again, it is gratifying that four of my ideas not previously considered were
incorporated. Missing is any reference to turnover. Although past performance
was included, it at least takes the most useful form of annual returns rather than
the compound returns to a given date. Annual returns display their historical
volatility, which is good. Compound returns to a given date are all potentially
distorted by one or two exceptional years. I've always told fellow investors to
look to the annual performance.]

> A First Cost-Benefit Estimate. | made a first attempt to quantify the huge benefit
opportunity to consumers from good regulation, knowledge and education was
on the order of several $Billions per year (from some shopping around more
carefully to reduce fees, and some degree of avoidance of selling low and buying
high).

Only 20-25% of my original recommendations related to point of sale disclosure
documents, so, at best, point of sale disclosure is only a partial solution to existing
regulatory shortcomings.

Part 3: The Importance of Setting Rational Expectations

The main shortcoming of the proposed Fund Facts is that it fails to set rational
expectations for the investment returns. Since the Consumers’ Guide has been
abandoned, regulators should consider how best to communicate rational expectations
within or outside the Fund Facts.

How many investors know the following?

1. Itis widely recognized that MERSs directly reduce the long run potential return
dollar for dollar because the average mutual fund does not beat its index before
fees.

2. The rationally expected return for a money market fund is close to the T-Bill rate
plus a small nominal spread for bank or corporate money (if any, and in





proportion to the amount of these funds) less the MER. These days that is a lot
less than the yield (and lacks the CDIC guarantee) of many high interest savings

accounts.

3. The rationally expected return for a bond fund is the government bond rate for
the same term plus a small, proportional, nominal spread for provincial or
corporates, less the MER. These days that is something like 4.5% + 0-30 bp —
MER (not generally more than 2.5%). Historical returns are often higher because
interest rates used to be higher (but the volatility due to interest rate sensitivity
would be reflected in annual returns).

4. The rationally expected long run return from equity funds is future inflation (e.g.
2%) plus the real growth in EPS (e.g. 2%) plus dividends (e.g. 1.8%) = 5.8%
LESS the MER. Historical returns have been higher for the past 25 years
because (a) P/E ratios were generally rising; and (b) in 2002-06 real EPS grew
faster than its long run historical average. [Even corporate pension plan
actuaries and the investment industry don't like these facts, but this line of
thought is growing among the more reflective CFA industry.]

Only when investors realize that fund MERs are likely to consume 30-50% of their
prospective return, will we be able to make a dent in Canada’s terrible reputation for the
highest MERs among developed countries.

Part 4: A $7B Problem that won’t be Solved with Fund Facts Alone

Canada Tops World MER Shame List. The vast majority of Canadian MER
financial industry players claim to have the highest ethical standards, gANADA 1‘812(’;"
ain .46%
yet in the aggregate extract a large and unwarranted fraction of the Itgly 1.42%
returns on investment. Japan 1.25%
Sweden 1.15%
On May 8, the Globe & Mail reported (“The mutual fund sucker factor: Britain 1.13%
Either way, we're No. 1 in fees paid.” by Rob Carrick) that Canada pays |France 0.98%
. . , Germany 0.98%
the highest mutual fund fees of 20 countries studied. Austria 0.95%
; Australia 0.89%

Although IFIC (the self-regulatory lobby group for the industr
d ( d y V9 p. _ Y) _ United States| 0.87%
complains that disclosed Canadian fees contain items not found in other |Netherlands 0.69%

countries, so are not directly comparable, these factors are worth less than a decimal
point.





Small countries with concentrated financial industries like Austria, Australia and the
Netherlands sell a much more cost effective product than Canada.

Consider the following:

» $700B in mutual fund and seg fund assets at $1.84% MER = $13B annual

industry revenue

> Assets expected to grow at 5.3% gross investment return or $38B (60/40
equity/fixed income) so the industry extracts 35% of expected return

» Every 13 bp decrease in MER saves Canadian investors $1B per year

» Matching closest comparative (Australia) is worth 95 bp or nearly $7B.
Regulators should consider than $7B in excess MER is equivalent to 14
Norshields per year or 10 Norshields plus Portuses per year. Are investors being
protected from what matters?

Other countries should be studied to understand the source of $Billions in

Recommendation _ . . o
#7 investor losses to excess fees. The extraordinary Canadian situation

should greatly concern policy makers because the aggregate losses
suffered by investors far exceed any of the recent scandals that consume so much
regulatory attention. Policy makers should be trying to understand (and then address)
whether this arises due to a concentrated industry with high barriers to entry, fragmented
and ineffective regulation, investor lack of knowledge, an ill-informed or ineffective

financial press or a weak education system that ignores financial matters.

Point of Sale Disclosure in general, and the proposed Fund Facts in particular, are not
sufficient to completely address the power and information imbalance represented in
these comparative MER data. Implementation of Fund Facts is but one tiny step on a
long road required to empower Canadian investors — and is moving ahead at a glacial
pace. The industry cannot be counted on for education, and the press and education
systems are weak. Only the regulators have the position of trust to provide real
education about rational expectations.





Summary

The Fund Facts point of sale disclosure document and the proposed rules necessitating
its delivery are an advance on current investor disclosure regulation in the right direction.
Huge conflicts of interest prevent the industry from fairly representing many important

investment issues.
Some suggestions for further improvement of the Fund Facts have been made:

» Capital Appreciation Plans should be included with mutual and seg funds
Year-to-Date Performance should be Included
Changes in MER over the historical record should be clarified
Purchases more than 90 days after a first purchase should require a Funds Facts
A pre-authorized payment plan investor should get a new Funds Facts annually
The regulator is in the best and most trusted position to set rational expectations

A similar document should be available for ETFs, PPN products and hedge funds

V V ¥V V V V VY

Other countries should be studied to understand the source of $7Billion per year

in Canadian investor losses to excess fees

Fund Facts is but a small belabored step toward trying to restore a $7B annual power
and information balance between investors and the investment product industry. Much
more remains to be done and setting rational expectations should be part of point of sale
disclosure.

| appreciate the opportunity to have provided my input and sincerely hope that this

gradual process will lead to some improvements in investor communication.

Respectfully submitted,

Tony Paine
Private Investor

10






Tradex

Clarica Centre

50 O'Connor Street, Suite 920
Ottawa, Ontario K1P 6L2

Tel.; 233-3394  1-800-567-3863
Fax: (613) 233-8191

e-mail: info@tradex.ca

Website: www.tradex.ca

VIA ELECTRONIC MAIL
August 28, 2007

Joint Forum Project Office

Joint Forum of Financial Market Regulators
5160 Yonge Street.

Box 85, 17" Floor

North York, Ontario

M2N 6L9

Dear Joint Forum Members,

[ am writing to provide the Joint Forum with Tradex Management Inc.’s first round of comments
on proposed Framework 81-406: Point of sale disclosure for mutual funds and segregated funds.
This comment letter will deal only with the content of the draft two-page document, “Fund
Facts”, that was released by the Joint Forum on June 15, 2007. A second comment letter will be
sent to you regarding delivery of the proposed document. Tradex is one of the oldest mutual fund
companies in Canada and is also a Member of the MFDA. Therefore, we have a very strong
interest in governance and communications issues related to the mutual fund industry.

We have two general comments to make with respect to the draft “Fund Facts” document as

follows:

A. In our view the draft document does not provide the average investor with
sufficient information to make an informed decision with respect to investing
in a particular mutual fund. Therefore we believe that the information on the
objectives of the Fund, its performance, etc. should be expanded.

B. While we are strongly in favour of ensuring that investors get more and better

information on the fees and expenses that they pay, we believe that this
information should not be part of the “Fund Facts” document. Rather, in order
to avoid confusing investors, this information should be provided to investors
at the time they enter into an arrangement with a mutual fund dealer and
updated on a regular basis thereafter. This could be done though the creation
of some form of “client relationship document” (which might be part of the
client application form).





The above having been stated, our specific comments with respect to the draft Fund Facts
document are as follows:

Page 1

1.

2.

5.

“Quick facts” section----this section is fine as is.

“What does the fund invest in” section---We believe that is section should include a summary
of the key investment objectives of the Fund in addition to the listing of the fund’s top 10
holdings (and the number of investments in the fund). We also believe that the top 10 table
would be much more meaningful if percentages accompanied the top 10 holdings. The
disclosure on “investment mix” is fine as is.

“How has the fund performed” section---With respect to the “average return” portion of this
section we note that this information used to be contained in the simplified prospectus for
mutual funds, However, with the introduction of the Management Report of Fund
Performance (MRFP) this information was dropped. We support the re-introduction of this
information but recommend that it should be in the form of a graph that shows not only the
“end amount after 10 years”™ but also the path followed to arrive at the end result (as presented
in the “old” prospectus format). We also believe that this information should be re-introduced
in the MRFP since it would seem inconsistent to have information in a “summary document”
that is not contained in the more detailed legal document. Furthermore, we believe that a table
showing compounded annual returns for the previous 1,3,5 and 10 year periods versus the
fund’s benchmark is much more meaningful information to the investor. Therefore, we
suggest that this information be added to the Fund Facts document.

“How risky is it?” section----we believe that this section needs greater qualification of “risk”.
In other words, we believe that any discussion of risk needs to be put in context. In addition
to a sentence or two on the risks associated with different asset types, our recommendation
would be to include a table with the “risk spectrum” that categorizes mutual funds from the
safest (money market funds) to those with the highest risk (sector or foreign funds) and shows
where this particular mutual fund fits on this risk spectrum.

“Who is this fund for” section---this section is fine as is.

Page 2

1.

Under the “How much does it cost to buy?” section----in the draft document there is no
mention of “no load” funds. In our own case (as a mutual fund dealer) we do not charge an
initial sales charge or a deferred sales charge (or a wrap fee). Therefore, if this section is to be
included in the document, there should be a category (tick box) stating. “There is no sales
charge, deferred sales charge, wrap fee or other charge when you buy this fund”.

“How does my adviser get paid?” section---again, the example does not apply to our own
situation. In our case our “advisors” are salaried employees. They do not receive sales
commissions or any other remuneration based on a sales or on the amount of assets under
administration. The only information in this section that might apply to our own circumstance
is the following; “XYZ Mutual Funds pays the commission to the company your adviser
works for. The commissions are part of the fund’s annual expenses.”

“What if | change my mind?” section----this section is fine as is.





4. “For more information” section----mention should be made about getting a copy of the most
recent annual and interim Management Report of Fund Performance (MRFP) as well as the
prospectus and financial statements. Also, it would be helpful to give more information as to
where these documents could be obtained (we would suggest wording similar to the wording
on the front page of the MRFP) including reference to the fact that the information can be
obtained on the SEDAR web site.

In summary, we are strongly in favour of ensuring that mutual fund investors receive adequate
information both with respect to the funds that they are buying and with respect to the fees that
they are paying. However, we believe that the proposed Fund Facts document does not provide
investors with sufficient information on a particular fund to make an informed decision.
Furthermore, in order to better inform investors, we believe that the section with respect to “how
much does it cost” should be completely re-thought and moved to another document. This would
also have the benefit of enabling the Fund Facts information to be expanded while, at the same
time, maintaining the two-page format.

Yours truly.

—_— 7
—,—%‘_"h I

Robert C. White
President
Tradex Management Inc.






Tradex

Clarica Centre

50 O’Connor Street, Suite 920
Ottawa, Ontario K1P 6L2

Tel.: 233-3394 1-800-567-3863
Fax: (613) 233-8191

e-mail: info@tradex.ca

Website: www.tradex.ca

VIA ELECTRONIC MAIL
October 15, 2007

Joint Forum Project Office

Joint Forum of Financial Market Regulators
5160 Yonge Street.

Box 85, 17" Floor

North York, Ontario

M2N 6L9

Dear Joint Forum Members,

I am writing to provide the Joint Forum with Tradex Management Inc.’s comments on
proposed “Framework 81-406: Point of sale disclosure for mutual funds and segregated
funds” with respect to the distribution of the proposed “Fund Facts” document. Earlier
we sent the Joint Forum our comments regarding the proposed contents of the document
and we would ask that you review the comments in this letter and the earlier letter jointly.

Tradex is one of the oldest mutual fund companies in Canada and is also a Member of the
MFDA. As such Tradex is the principal distributor of the Tradex mutual funds and also
distributes funds offered by other mutual fund companies. Therefore, we have a very
strong interest in governance and communications issues related to the mutual fund
industry.

It is our understanding the Joint Forum’s proposal is that in all cases, expect for regular
pre-authorized purchase plans, a mutual fund could not be distributed to a client before
the client had first been given a copy of the “Funds Facts” document. We believe that it
should be mandatory for the Fact Funds document (as well as the simplified prospectus,
latest Management Report of Fund Performance and latest published financial
statements) to be given to a client before the initial purchase. However, requiring the
Fund Facts document to be given to clients prior to subsequent purchases of a particular
mutual fund would:

e Prevent many mutual fund clients from placing orders for mutual funds in
a timely manner.





¢ Prevent mutual fund dealers from meeting their obligation to properly
handle the financial needs of their clients.

o Treat the purchase of mutual funds unfairly versus the purchase of equities
and other investments.

In this regard, the Joint Forum’s proposal seems to not take into account the multitude of
different ways in which mutual funds are distributed. Rather the Framework seems to
assume that all sales (both initial sales and subsequent sales of a particular mutual fund)
are made with an investment advisor meeting a client “across the desk”.

Please let me explain a few of the major shortcoming with the distribution aspects of the
proposed Framework through three separate scenarios (I will limit this discussion to three
scenarios, although I could add more):

1.

As the principal distributor of the Tradex Funds, Tradex Management Inc.
receives in the mail almost every morning cheques (and other instructions) from
clients directing us to purchase one or more of the Tradex Funds for their account.
In many cases, these clients have been buying the Tradex funds in this manner for
more than 25 years (we know of at least one case where the client has been
making purchases this way for 42 years). Often these clients are retired and are
visiting their children or in Florida for the winter. Therefore, we often have no
way of contacting them in a timely manner. Under the proposed system we would
be required to refuse to process these orders until we were able to contact the
individual (who may have made dozens and dozens of previous purchases of the
same fund and who receives from us every six months a copy of the Management
Report of Fund Performance and financial statements for the funds as well as a
copy of the prospectus once a year). We believe that if we were forced to refuse
these orders we would not be acting in the best interest of these clients.

At present the Tradex Funds are also sold through full service brokers and
discount brokers (for example, RBC Dominion Securities and TD Waterhouse).
Let’s assume that a client telephones an IDA broker and states the following:

“I would like to purchase 100 shares of Royal Bank of Canada
stock and also to purchase $1,000 in units of Tradex Equity Fund”

Under the proposed Framework, it is our understanding that the client service
representative at the broker would be required to state:

“ I will place the order for you immediately for the 100 shares of
Royal Bank of Canada, but I am sorry that I cannot purchase units
of Tradex Equity Fund for your account until after you receive the
Fund Facts document as required by the Canadian Securities
Administrators (CSA)---I will mail this document to you today.
Once you have received the document please phone me back and I
will complete the transaction for you.”





Does the above situation seem reasonable? Why, one may ask, should a broker be
able to sell 100 shares of Royal Bank stock upon telephone instructions when it
cannot sell $1,000 in units of a mutual fund? Furthermore, if the customer service
representative must give a Fund Facts document for the purchase of a mutual
fund, it only seems reasonable that he/she should have to give a “Stock Facts”
document for the purchase of a particular stock.,

At the present time, many of our RRSP clients purchase their funds on the last day
or two before the RRSP deadline for a given year. Under the proposed Framework
it would not be possible for us to process their orders in time to meet the RRSP
deadline if we were required to mail the Fund Facts document to them (and have
them acknowledge receipt of the document) before we could process the order.
This would be a great disservice to many clients, as they would miss out on the
benefits of contributing to an RRSP in a given year.

Rather than the distribution proposal put forward Framework, we believe that a better
“short-term” solution would be as follows:

1.

No initial sale of a mutual fund could be made until after a client received the
following information-----the Fact Funds document, the simplified prospectus, the
latest Management Report of Fund Performance (MRFP) and the latest published
financial statements (either annual or interim). These documents could be given to
the client by hand or through mail, courier, fax or e-mail. (It would not be
sufficient for the dealer to simply refer the client to the Fund Company’s web site
to meet this requirement.)

Subsequently, the Fund Company would be required to send the client a copy of
the Fund Facts document every 6 months (regardless of whether the client
purchased more units of the Fund or not). The Fund Facts document would also
highlight the fact that a great deal more information about the Fund (MRFP,
financial statements etc.) can be found on the fund company’s web site. The Fund
Facts document would be delivered along with the client statements that are
required to be sent to mutual fund clients on a regular basis.

In the short-term, we believe that the above proposal is far superior to the proposal in the
Framework for the following reasons:

It would eliminate the potential delay in processing many sales orders that the
proposed system would result in.

Prior to the initial purchase, the client would receive more information than
currently proposed.

Clients would receive information on the funds they own every 6 months
thereafter regardless of whether they purchased additional units. (In this regard,
our current system of “continuous disclosure” often amounts to “next to no





disclosure” since most clients of other fund companies do not receive on a regular
basis a copy of a fund’s simplified prospectus, MRFP and financial statements.)

¢ The distribution of the Fund Facts would be combined with the distribution of
regular statements. On one hand this would save fund companies money (and
therefore, indirectly save investors money) and, on the other hand, clients would
receive this information in conjunction with other important information they
receive about their mutual fund holdings.

e There would be a “more level playing field” with respect to the distribution of
information regarding the sale of mutual funds versus equities and other
investment products than proposed by the Joint Forum (although with respect to
the sale of equities, IDA firms would not have to send a “Stock Facts” document
to purchasers).

Overall, however, we view the above as being simply a workable short-term solution. In
this regard, we would strongly recommend that the Joint Forum and CSA take a much
more coordinated approach in making changes regarding the regulation of mutual funds
than they have in the past. We would ask that the point of sale documents, continuous
disclosure documents, client relationship documents and detailed legal documents
(simplified prospectus and Annual Information Form) all be reviewed in conjunction with
one another so that all of the pieces fit together in a much more logical framework than is
currently proposed. We believe that greater coordination by the CSA would produce a
much better overall regulatory framework for the benefit of both Canadian investors and
the mutual fund industry.

We thank you for the opportunity to comment on the proposed Framework and hope that
our comments will be of help to you

Yours truly,

o

) S
s '

Robert C. White
President
Tradex Management Inc.
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October 12, 2007

Neil Mohindra

Acting Policy Manager
Joint Forum Project Officer
5160 Yonge St.

Box 85, 17" floor

North York, ON

M2N 6L9

Dear Sir:

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

I am writing on behalf of Transamerica Life Canada. We appreciate the opportunity to
provide comments on the Proposed Framework 81-406.

By way of background, Transamerica Life Canada (Transamerica) has been serving the
life insurance needs of Canadians since 1927. Through a national network of independent
advisors, Transamerica is one of Canada’s leading life insurance companies, with more
than $10.3 billion in total assets under management, total gross premium of $700 million,
and a top 5 market share position in our core product lines of term insurance, universal
life insurance and segregated funds. Transamerica is also a member of the AEGON
Group, one of the world’s largest life insurance and pension companies, and strong
provider of investment products.

Transamerica supports the vision of the Joint Forum and its Proposed Framework to
provide “investors with meaningful information when they need it most — before they
make their decision to buy a fund.” We also applaud the Joint Forum for taking the
requisite time to seek comments from both the industry and investors.

The following represents our comments, concerns and recommendations to the Joint
Forum on the Proposed Framework.

Member of the AEGON Group
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Key Facts — comments and concerns

Transamerica supports the concept of the Key Facts and its use of a question-and-answer
format to explain the key features of an Individual Variable Insurance Contract (IVIC) to
potential policyholders. The content is investor-friendly; and for advisors and insurers the
proposed approach is desirable as it creates consistency across the industry for the
presentation of information and for comparing at a high-level the main contractual
features of 1VICs offered by various insurance companies.

We do, however, have a fundamental concern of incorporating the Key Facts by
reference into the IVIC.

IVICs are not sold directly to the public. Rather an individual must work with a
provincially regulated, life-licensed advisor that is contracted to sell an insurance
company’s products. An insurance company is obligated to screen agents for suitability
before contracting with them and to report agents to provincial authorities if they engage
in unsuitable actions.

When an advisor chooses to offer an IVIC to an investor, the investor will enter into a
contract with an insurance company. Unlike a mutual fund, the policyholder does not
legally own any units, securities or investments; rather the policyholder will have
notional units and specific rights within the contract offered by the insurance company.

The legal obligation of the insurance company is to ensure that the policyholder receives
prior to or at the point-of-sale the most current version of both the IVIC annuity contract
and the Information Folder.

Under the Proposed Framework, the Key Facts is intended to be a brief, plain-language
summary of several of the rights and features of the contract; however it should not
replace or supplement or interpret the contract. Currently, the Information Folder which
accompanies the IVIC is not part of the contract and this is explicitly stated in the
Information Folder. Rather the Information Folder is intended to provide clear and plain-
language disclosure of the various features and rights of the IVIC, but it always refers the
policyholder to the contract for full information. While there may be concerns about
misrepresentation if the Key Facts is not part of the IVIC, the policyholder is protected by
both common and statutory law if an insurer fails to disclose or misrepresent a material
fact.

Member of the AEGON Group
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Key Facts — recommendation

1. Transamerica supports the concept of the Key Facts; however we recommend that
the Key Facts replace the Executive Summary section of the Information Folder.
The Executive Summary is intended to provide a general summary of the features
offered by the contract. The adoption of the Key Facts in place of the Executive
Summary would be a significant improvement to the Information Folder and
would benefit both investors and advisors.

2. Transamerica also recommends that there should be consideration given to
expanding the Key Facts to include the sales charges and advisor compensation
information proposed to be presented on page 2 of the Fund Facts (discussed
below).

Sales charges and advisor compensation are more accurately explained at a
contract level. For example, if the policyholder invested in a segregated fund on a
deferred sales charge (DSC) basis and decided to switch to another fund, the
existing DSC schedule of the surrendered units would continue to the acquired
units of the other fund. If the policyholder switched a portion of their DSC units
to Initial Sales Charge (ISC) units of the same segregated fund, the advisor’s
trailer compensation would correspondingly change.

As such, the presentation of information around these contractual features is more
appropriate at a contract level than at an individual segregated fund level.
Consideration should be given to including this information into the Key Facts,
rather than the Fund Facts.

3. The Key Facts should not form part of the IVVIC contract. A brief, plain-language
Key Facts summary that is purposely written to “avoid legal or financial jargon”
should not replace or supplement or interpret the contract. An insurance company
should not be forced to increase its potential liability as it is an incomplete
document that could be used to interpret the contract. A number of remedies for
misrepresentation are available to the consumer without needing to incorporate
the new Key Facts into the contract.

Member of the AEGON Group
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Fund Facts — comments and concerns

Transamerica generally supports the content of the Fund Facts and its use of a question-
and-answer format to provide to potential policyholders, key information about a
segregated fund available within an IVIC. Like the Key Facts, the proposed content is
easy to read and user-friendly. For advisors and insurers the proposed approach is
desirable as it creates consistency across the industry for the presentation of fund
information.

We do, however, have several fundamental and practical concerns with the proposed
Fund Facts. Specifically, our concerns are focused on: (1) only providing Fund Facts for
the investments initially chosen by the investor; (2) having individual Fund Facts for each
guarantee class of a segregated fund offered within the 1VIC; and, (3) incorporating the
Fund Facts by reference into the 1VIC.

As noted in the Proposed Framework, insurers are responsible for meeting delivery
obligations and for making sure that the advisors who are contracted with them deliver
the Fund Facts. In fact, it is an unfair or deceptive practice for insurers to fail to deliver
the Fund Facts when they are required to do so.

When a consumer purchases an I1VIC, they have determined with their advisor that the
various contractual features (i.e. maturity benefits, death benefits, resets, etc.) of the IVIC
meet their specific needs and objectives. An important point to note is that the segregated
funds available to a policyholder are also part of the IVIC’s contractual features. Under
contract law there could potentially be the argument that there was no consensus ad idem,
or meeting-of-the-minds, at the time the contract is concluded if the policyholder is not
presented with all of the investment options. Insurers are potentially subject to additional
liability if the advisor does not disclose all of the segregated funds, or other investment
options, that are available within the IVIC either at the time of purchase or at any time in
the future. Not presenting all of the investment options available within the IVIC runs
contrary to an insurers’ legal obligation to not be misleading.

To meet this disclosure obligation, an IVIC’s segregated fund options are presented in a
separate document referred to as a Summary Facts Statement (sometimes referred to by
other insurers as “Fund Highlights” or “Fund Fact Sheets and Financial Highlights”). The
information within the Summary Fact Statement is similar in content to the proposed
Fund Facts. When we add additional segregated funds to an IVIC, it is our practice to
mail out to all existing policyholders of the IVIC the Summary Fact Statement for each of

Member of the AEGON Group
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the new segregated funds, to inform them that these additional investment options are
now available and to refer them to their advisor if they want more information.
Subsequently, the Summary fact Statement is amended to include such new investment
options.

Currently, to ensure compliance at the point-of-sale, we have one Enroliment Kit for an
IVIC that is open for sale. The Enrollment Kit includes the IVIC application, Annuity
Contract, Information Folder, Summary Fact Statement, and any requisite Endorsements
required for registered plans. We physically package these documents and information
together into a single Enrollment Kit to ensure that the advisor provides all of the
requisite information at the initial point-of-sale.

As compliance with the requirements for the delivery of disclosure documents rests with
the insurer, we would have significant practical concerns with relying on the independent
advisor or distributor to package together the requisite Fund Facts or Key Facts at or prior
to the point-of-sale. While we could ship to advisors and distributors the individual
materials, the proposed framework will make it extremely difficult for insurance
companies who distribute IVICs through independent advisors and distributors to ensure
that our regulatory responsibility to 1VIC policyholders is fulfilled.

Related to the above is the proposal to produce a Fund Fact for each guarantee class of a
segregated fund that has a separate MER within an IVIC. Transamerica, like other
insurance companies offering IVICs, has some important and practical concerns with the
implementation of this proposed regulatory requirement.

In order for Transamerica to ensure that it meets its regulatory delivery obligations as
outlined in the proposed framework, we would need to modify our current process
(described above) and create separate enrollment kits for each guarantee class of a
segregated fund available within our IVICs that are currently open for sale. For example,
based on our current products, this would result in 83 separate Enrollment Kits for one
IVIC and 52 separate Enrollment kits for another IVIC offered by Transamerica. Each
Enrollment kit would include the requisite Key Facts and Fund Facts. Through this
approach, if a policyholder initially invested in five segregated funds, it would result in
the policyholder receiving five Fund Facts and five Key Facts documents at the initial
point-of-sale. The consumer will likely have concerns in receiving the same Key Facts
several times. While it has not been specifically quantified, this type of customization of
Enrollment Kits would significantly increase our distribution costs, which are ultimately
passed on to consumers.

Member of the AEGON Group
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In addition, with the increased material and customization required to support the
Proposed Framework, we would be concerned with advisors potentially limiting choice.
Initial transactions for an IVIC are almost always done on a face-to-face basis, typically
at the potential policyholder’s home. In some instances, an advisor may need to travel
over long distances to meet with current or potential clients. An independent advisor also
typically deals with more than one insurer. Under the Proposed Framework, an advisor
would need to carry a significant number of individual Fund Facts and Key Facts, from
several different insurers. This may simply not be practical and an advisor may just limit
their recommendations to a few investment options to limit the volume of material that
they may need at the point-of-sale. This ultimately decreases choice for the consumer and
increases advisor and insurer liability for not making the consumer aware of all the
investment options available within the IVIC.

Fund Facts — recommendation

4. Transamerica supports the concept of the Fund Facts; however we strongly
recommend that the single Fund Facts be bound together into a Fund Facts
booklet to be provided to policyholders at the initial point-of-sale.

Like the guarantees, the investment options are a contractual feature of an IVIC. It
is an unfair or deceptive practice for insurers to fail to deliver the Fund Facts
when they are required to do so. Not presenting all of the investment options
available within the IVVIC runs contrary to an insurers’ legal obligation to not be
misleading.

The establishment of prescribed rules for the presentation of key fund information
in a question and answer format creates consistency across the industry and would
arguably be desirable to consumers, advisors and insurers. However, as stated
above, all of the investment options available within an IVIC should be made
available to the policyholder at the point-of-sale. The advisor can choose to
highlight the segregated funds that they recommend for the policyholder, but the
policyholder must be made aware of all of the investment options that are
available within the IVIC at the initial point-of-sale. It also gives the prospective
policyholder a “whole picture” overview of the investment options and we believe
puts him or her in a better position to make an informed decision with their
advisor.

Member of the AEGON Group
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5. Transamerica also recommends each guarantee class of a segregated fund offered
within the IVIC appear on the Fund Facts for the segregated fund. This could be
accomplished by presenting performance and MER information for all guarantee
classes on page 2 of the Fund Facts and moving the sales charge option and
advisor compensation information to the Key Facts (as proposed in
Recommendation #2 above).

6. Similar to Recommendation # 3 above, the Fund Facts should not form part of the
IVIC contract. A brief, plain-language Fund Facts summary that is purposely
written to “avoid legal or financial jargon” should not replace or supplement or
interpret the contract. An insurance company should not be forced to increase its
potential liability as it is an incomplete document that could be used to interpret
the contract. A number of remedies for misrepresentation are available to the
consumer without needing to incorporate the new Fund Facts into the contract.

Subsequent Purchases and Switches — comments and concerns

Transamerica has practical concerns with the Proposed Framework’s regulatory
requirement that insurers have to deliver the Fund Facts to policyholders for subsequent
purchases and switches.

As explained above, under the current system the policyholder receives information on
all of the investment options available within an IVIC at the initial point-of-sale. In
addition, we mail to existing policyholders the Summary Fact Statement for any new
investment options that are added to the IVIC. In keeping with the objective of the
Proposed Framework, our recommendations above are intended to improve the existing
system and provide consumers with meaningful information at the time of contracting, or
point-of-sale. The proposed requirement to deliver Fund Facts to policyholders for
subsequent purchases and switches will not necessarily improve the current system.

It is important to note, that once the 1VIC has been established between the policyholder
and the insurer, a relationship has also been established between the advisor and the
policyholder. Typically advisors will have their clients sign a Limited Power of Authority
(LPOA) that allows the advisor to instruct the insurer on subsequent transactions as
requested by the policyholder. The purpose of the LPOA from the policyholder’s
perspective is to expedite certain transactions and eliminate unnecessary paperwork.

Member of the AEGON Group
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Policyholders are already accustomed to subsequent purchases or switches being
immediately transacted. These rights are within the IVIC. The proposed process will
make the current process less efficient and raises the potential for problems with
policyholders wishing to conduct a time-sensitive transaction, such as an RRSP
contribution on the last day of the RRSP season, or making a switch to another
segregated fund during volatile markets.

Not allowing a subsequent purchase or switch to proceed until the appropriate Fund Facts
has been sent to the policyholder, will impede an efficient process that currently has such
transactions occur primarily over the phone or at the policyholder’s home. It may also
lead to frustrated or dissatisfied consumers who may become open to investing in
alternative investments with fewer presale requirements, or products such as Principal
Protected Notes that are less regulated and have insufficient or inconsistent presentation
of disclosure information. This would be a disservice to consumers and would, we
submit, not be in their best interests.

Subsequent Purchases and Switches — recommendation

7. Transamerica recommends that the current process for subsequent purchases and
switches should not be changed.

If upon further review, the Joint Forum still believes that there is some benefit to
the Fund Facts being re-sent to the policyholder, the framework should consider
providing the consumer with options, such as allowing for the investor to either
waive receipt of the Fund Facts in advance of the subsequent transaction and rely
on information on the company’s website or have the requisite Fund Facts sent to
the policyholder with the trade confirmation. However, both options will increase
the costs to the insurer to track and the latter option will be difficult to implement.
Ultimately these increased costs will impact the consumer.

Cooling-off Right — comments and concerns

The Proposed Framework introduces a two-day cooling-off right (a rescission right) that
allows an investor to cancel their purchase and get back the lesser of the amount of their
original investment into the IVVIC or the value of the fund on the day that the right is
exercised. This right is to apply to the initial investment into the IVIC, subsequent
purchases (with the exception of pre-authorized payment plan purchases) and switches
(except for switches under asset allocation services).
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While Transamerica supports the introduction of this right for both the initial investment
into the IVIC and for subsequent purchases, we do have concerns on how this right would
be introduced for subsequent purchases and how it would work for switches.

With regards to subsequent purchases involving new money, the cooling-off period
would introduce a new right that is not reflected in our current contracts. Further
consideration would be required as to how this new right would be implemented as we,
and likely other insurers, would need to assess how this right could be offered to both
existing and new policyholders. If this right were “grandfathered” to existing contracts,
the responsibility to make this right available to existing policyholders will be especially
onerous. It would involve mailing to our existing policyholders a rider or endorsement
granting them the cooling-off right with the relevant stipulations regarding gains and
losses.

While the Proposed Framework states that this right is “not intended to protect investors
from a short-term decline in market value”, there is the potential for such abuse and this
right may provide an opportunity to play the markets at no risk. The Canadian Life and
Health Insurance Association (CLHIA) has also cited in its response to the Joint Forum,
potential tax concerns with respect to this rescission right and subsequent purchases into
an IVIC. We have had an opportunity to participate in the development of the CLHIA’s
response to you and endorse their comments and concerns.

The Proposed Framework also states that the “investor will also get back any sales
charges or other fees paid to buy the fund. The investor will not pay any redemption
fees.” This introduces an opportunity for abuse through the avoidance of DSC fees. A
policyholder could choose to initially invest in a segregated fund on a DSC basis, later
switch to another fund and then exercise their cooling-off right and receive their money
without the appropriate fees being applied. The Proposed Framework introduces the
ability for this potential abuse to occur and this should be addressed.

Finally, there is the potential that this new right could be used for furthering money
laundering activities. While all financial institutions have Anti-Money Laundering

policies and controls in place, this new right will increase our risks and monitoring
obligations.

Member of the AEGON Group
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Cooling-off Right — recommendation

8. Transamerica supports the introduction of this cooling-off right for both the initial
investment and subsequent purchases into the IVIC; however we do have
concerns on how this right would be introduced for subsequent purchases and
how it would work for switches. We would recommend that it not apply as it is
currently proposed.

Segregated Fund Facts and MERs — comments and recommendation

Under the Proposed Framework, the Fund Facts for a segregated fund would require a
breakdown of the segregated fund’s MER to show both the Fund Expenses and Insurance
Costs separately. For Transamerica, and likely other insurance companies, this would
potentially reveal proprietary pricing information with respect to institutional partners
and actuarial pricing practices. As well, we fail to see the benefit that such a breakdown
would truly provide to the end consumer.

If upon further review, the Joint Forum still believes that there is some benefit to splitting
out the MER, the proposed framework should consider having the fund’s Management
Fee presented with the MER. A brief explanation to the consumer should be provided
explaining what is included in the Management Fee (i.e. insurance costs, compensation to
the advisor, profit, etc.), the rights of the insurer to change the Management Fee and the
rights of the consumer if the Management Fee is to be changed. This approach could be
taken with both segregated funds and mutual funds.

However, if the intent of the Fund Facts is to provide information in a simple and
comparable format, then from a consumers’ perspective all that they would need to know
is the total MER of the segregated fund, with management fees, fund expenses and
insurance costs included. This number shows the consumer the total cost of the
investment and would be the most appropriate figure for comparing the costs of a
segregated fund with other investments within the IVIC, across segregated funds
available within other IVICs, or with mutual funds.

9. The Fund Facts for a Segregated Fund should simply show the MER.

Member of the AEGON Group
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In Conclusion

On behalf of Transamerica, | would like to thank the Joint Forum for providing the
opportunity to provide comments on the Proposed Framework. We trust that our
comments, concerns and recommendations will be given thoughtful consideration by the
Joint Forum.

We would be pleased to discuss any of our responses with you in more detail at your
convenience.

Yours truly,

D

Paul Reaburn
Chairman, President, and Chief Executive Officer
Transamerica Life Canada

Member of the AEGON Group






From: Wayne Scott <GWSNeo@shaw.ca>

To: <jointforum@fsco.gov.on.ca>

Date: Thu, Jun 21, 2007 12:00 PM

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

Certainly there is need for simplified and clearer disclosure information. It
is unfortunate that after 4 1/2 years in the making, the proposed two-page
document is less clear and complete than a single-page form that has been
proposed for a decade-and-a-half. See: http://www.investorism.com/ .

There is a major need for clearer information around sales charges and other
fees, especially in light of the much higher level of these items in Canada,
compared with most other jurisdictions. The drafted “disclosure” pages are
sorely lacking in this area.

Wayne Scott
Calgary






From: “William Lutz” <double.speak@verizon.net>

To: <jointforum@fsco.gov.on.ca>
Date: Mon, Jun 25, 2007 6:09 PM
Subject: point of sale disclosure

Some time ago | worked as part of a team that submitted point of sale
disclosure forms to the U.S. Securities and Exchange Commission. That
project was never completed. 1 am attaching the two sample designs that we
submitted. | am sending them to you as examples of what can be done using
plain language and information design.

William Lutz
Emeritus Professor of English
Rutgers University

Camden, New Jersey





Confirmation of Your Transaction

Check this confirmation carefully.
It covers your purchase price, fees,
and whether your broker or brokerage
firm received extra payments to sell
you this security.

Prepared for

William Lutz

104 North Second Street #103
Philadelphia, PA

Account number
1234-4556

Date of transaction
Jan 01, 2004

Prepared by
Acme Clearing, Inc.

Brokerage firm
XX Brokerage

Details of your transaction

Amount you paid to buy
$ 8,000.00

Amount you invested
in fund
$7,580.00

Difference
$420.00

Total fees you pay to buy and

Amount paid to buy per share

$18.93

Amount invested per share
(Net Asset Value or NAV)

$17.94

Number of shares bought

422.610

CUSIP number
000000

Type of transaction

Buy

Type of security
Mutual Fund

Security Issuer
BBB Equity

own this fund...

Total fees you will have paid

to buy and own this fund assuming the
fund increases in value by 5% a year
and the fees identified below remain
the same throughout the years.

Total fees as a percentage of your
investment

Where these fees go

Fees paid to broker/brokerage firm

Fees paid to the fund

after 1 year

$513.92

0.29% to 6.9%
$25 t0 $580

$113.92

On the next page you will find a breakdown of your total fees.

after 3 years

$712.48

0.94% to 8.94%
$80to $757

$312.48

after 5years after 10 years

$926.26 $1,535.16
$9,116.75 $10,965.05
10.16 % 14%

1.61% to 11.08%  2.75% t014.59 %

$147t0$1,010 $302 to $ 1,600

$526.26 $1,135.15





Facts you should know about conflicts of interest

Can I transfer my shares in this fund to
another brokerage account?

Does my broker get paid more to
sell me this fund?

Has the fund made other payments to my
broker or XX Brokerage to sell me this fund?

No. You can hold these shares only in this brokerage account. If you want to close
this account, you will have to sell your shares.

Yes. Your broker is paid more because you bought a fund offered by a company
affiliated with XX Brokerage rather than another fund that may be better for you.

Yes. The fund paid your broker and XX Brokerage an additional $X for selling
you the fund. The fund will also make extra payments of $X to them for each year

that you own your shares in the fund.

The payment as a percentage of your investment: X%

Similar funds pay: X% to X%

Does the fund or its affiliates use XX
Brokerage to execute trades?

Yes. XX Brokerage receives trading business from the fund which may provide
an incentive for your broker to sell you this fund instead of another fund.

Breakdown of fees for the first year you own it

What type of fees you pay

Who gets the fees and why

Compare these fees to what other
people pay for similar shares

To Buy

The amount you paid to buy these
shares (called a front-end sales load).
This is a one time fee that will not recur.

$400.00 goes to your broker and
the brokerage firm for advising you
to buy it.

The fee as a percentage
of your investment: 4.18%
Similar funds cost:  1.45% to 4.56 %

To Own

Here’s what you are likely to pay to your
broker, the brokerage firm, or the fund to own
these shares. The fund will automatically
deduct these fees from your shares, so you
will not receive a separate bill.

You will pay these fees annually for as
long as you own these shares. These fees
will go up as the value of your investment
increases.

Management fees

$ XX goes to the fund’s investment
adviser who manages the fund and
selects its portfolio of securities.

Trading costs
$96.61 goes to pay for trading by
the fund’s portfolio manager.

Service fees (12b-1)

$19.20 goes to your brokerage firm
for keeping account records of your
fund investment.

Other expenses
$ XX goes to X for X.

The fee as a percentage
of your investment: X%
Similar funds cost: X% to X%

The fee as a percentage
of your investment: X%
Similar funds cost: X% to X%

The fee as a percentage
of your investment: X%
Similar funds cost: X% to X%

The fee as a percentage
of your investment: X%
Similar funds cost: X% to X%

Total fees for first year
$ 51392

Save on large purchases - did you get the discount you deserve?

If you or your family members buy a large
number of mutual fund shares, you may be

entitled to a reduction in your purchase price.

Make sure you discuss with your broker if
and when you are entitled to a discount. The
fund’s prospectus and its Web site also have
information on how discounts work.

The records we have on your

holdings, and any family holdings

we know of, show that you should
pay a sales load of 4.17%.

You were charged a sales load
of 4.18% because rounding to
the nearest penny caused the
percentage to increase.

Designed by The Corporate Agenda: www.corporateagenda.com





Consider these fees before you decide to buy

Ask before you buy!

Your broker is required to tell you about
all the fees you’ll pay to buy, own, and
sell this fund before you decide to invest
in it. Your broker must also tell you if he
and Acme Brokerage get extra payments
to sell you this fund instead of similar
funds that may be less expensive.

Ask about sales fees!

Sometimes, if a mutual fund doesn’t
charge a sales fee when you buy its shares
(called a front-end sales load), it charges
you high fees while you hold the shares,
making them more expensive if you’'re a
long-term investor. Also, a fund may offer
discounts on its sales fees if you invest
over a certain amount. Ask your broker to
tell you about any discounts to which you
might be entitled.

The investment you are considering...

Name

John Doe
Account number
1222-3456

Date of transaction
Jan 01, 2005

Total fees you pay to buy and
own this fund...

Security you are considering
BBB Equity Fund, Class A shares

Amount you may buy
$8,000.00

after 1 year

after 3 years after 5years after 10 years

Total fees you will have paid

to buy and own this fund assuming the
fund increases in value by 5% a year
and the fees identified below remain
the same throughout the years.

Total fees as a percentage of your
investment

Where these fees go

Fees paid to broker/brokerage firm

Fees paid to the fund

$513.92 $712.48 $926.26 $1,535.16
$7,865.08 $8,467.82 $9,116.75 $10,965.05
6.53% 8.41% 10.16 % 14%

0.29% t06.9%  0.94% t08.94% 1.61% to 11.08% 2.75% to 14.59 %
$251t0 $580 $80to $757 $147t0 $1,010 $302 to $ 1,600
$400.00 $400.00 $400.00 $400.00
$113.92 $312.48 $526.26 $1,135.15

On the next page you will find a breakdown of your total fees.





Facts you should know about conflicts of interest

Can I transfer my shares in this fund to
another brokerage account?

Does my broker get paid more to
sell me this fund?

Has the fund made other payments to my
broker or XX Brokerage to sell me this fund?

No. You can hold these shares only in this brokerage account. If you want to close
this account, you will have to sell your shares.

Yes. Your broker is paid more because you bought a fund offered by a company
affiliated with XX Brokerage rather than another fund that may be better for you.

Yes. The fund paid your broker and XX Brokerage an additional $X for selling
you the fund. The fund will also make extra payments of $X to them for each year

that you own your shares in the fund.

The payment as a percentage of your investment: X%

Similar funds pay: X% to X%

Does the fund or its affiliates use XX
Brokerage to execute trades?

Yes. XX Brokerage receives trading business from the fund which may provide
an incentive for your broker to sell you this fund instead of another fund.

Breakdown of fees for the first year you own it

What type of fees you pay

Who gets the fees and why

Compare these fees to what other
people pay for similar shares

To Buy

The amount you paid to buy these
shares (called a front-end sales load).
This is a one time fee that will not recur.

$400.00 goes to your broker and
the brokerage firm for advising you
to buy it.

The fee as a percentage
of your investment: 4.18%
Similar funds cost:  1.45% to 4.56 %

To Own

Here’s what you are likely to pay to your
broker, the brokerage firm, or the fund to own
these shares. The fund will automatically
deduct these fees from your shares, so you
will not receive a separate bill.

You will pay these fees annually for as
long as you own these shares. These fees
will go up as the value of your investment
increases.

Management fees

$ XX goes to the fund’s investment
adviser who manages the fund and
selects its portfolio of securities.

Trading costs
$96.61 goes to pay for trading by
the fund’s portfolio manager.

Service fees (12b-1)

$19.20 goes to your brokerage firm
for keeping account records of your
fund investment.

Other expenses
$ XX goes to X for X.

The fee as a percentage
of your investment: X%
Similar funds cost: X% to X%

The fee as a percentage
of your investment: X%
Similar funds cost: X% to X%

The fee as a percentage
of your investment: X%
Similar funds cost: X% to X%

The fee as a percentage
of your investment: X%
Similar funds cost: X% to X%

Total fees for first year
$ 51392

Save on large purchases - did you get the discount you deserve?

If you or your family members buy a large
number of mutual fund shares, you may be

entitled to a reduction in your purchase price.

Make sure you discuss with your broker if
and when you are entitled to a discount. The
fund’s prospectus and its Web site also have
information on how discounts work.

The records we have on your

holdings, and any family holdings

we know of, show that you should
pay a sales load of 4.17%.

You were charged a sales load
of 4.18% because rounding to
the nearest penny caused the
percentage to increase.
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BY ELECTRONIC MAIL: jointforum@fsco.gov.on.ca

October 10, 2007

Mr. Neil Mohindra

Acting Policy Manager

Joint Forum Project Office
5160 Yonge Street

Box 85, 17" Floor

North York, 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 the opportunity to respond to the Proposed Framework 81-406; Point of
sale disclosure for mutual funds and segregated funds (Proposed Framework).

Worldsource Financial Management Inc. (Worldsource), a subsidiary of Worldsource
Wealth Management Inc., is a mutual fund dealer with a national network of more than
500 advisors and over $5 Billion in assets under administration.

Worldsource supports the comments submitted by letter dated October 2, 2007 by the
Investment Fund Institute of Canada (IFIC), except in so far as our position varies
below.

Support Fund Facts Document

Worldsource supports the concept of a simplified two page disclosure document. We
believe the content should be considered further, especially the discussion of fees;
however in principle the document is a step forward.

Proposed Framework is Unworkable

The proposed framework is unworkable because the modern distribution model does
not always permit delivery of a specialized fund facts document to the investor at the
time when the investor requires completion of the sale. Sales by telephone or outside
of the branch office comprised over 40% of our sales transactions last year. We expect
this trend to increase in the future. There is no practical point of sale delivery
mechanism that will permit the fund facts document to be delivered in an easily
verifiable and timely manner for sales outside of the branch office or on the telephone.

WORLDSOURCE FINANCIAL MANAGEMENT INC.
625 Cochrane Drive, Suite 700, Markham, ON L3R 9R9
Toll Free: 800.287.4869 Phone: 905.940.0044 Fax: 905.415.0184
www.worldsourcewealth.com
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Mutual Funds Sales Process

The discussion of point of sale disclosure must occur within the context of the highly
regulated mutual fund sales relationship. The sales relationship between the
dealer/advisor and the investor is unique because the vendor of the product is under a
legal obligation to “"Know the Product”, “Know the Client”, and to only sell to the client a
suitable product. Dealers are legally obliged to review the sale and supervise the
advisor to insure that suitable products are sold to clients. The advisory relationship
and the fiduciary duties inherent in the relationship should be considered in any
discussion of point of sale activity. It is our view that the investor is already
adequately protected by the current legal/regulatory regime. It is not imperative to
provide the point of sale document prior to the sale.

The real value of the point of sale document is to provide the investor with product
information in a clear and accessible manner.

Worldsource’s Position

We believe the point of sale document should be distributed with the trade
confirmation. We agree that a “cooling off” period should be permitted; with the right
to rescind lasting for 2 days (if the confirmation is mailed, 5 additional days should also
be allowed for mail delivery).

In addition, the fund facts document should be continuously available through a SEDAR
like website where all fund facts documents are housed.

Distribution with the trade confirmation together with continuous availability is the
simplest and most practical solution for the investor and the industry for the following
reasons:

1. The investor will not have transactions held up while waiting for delivery of the
fund facts document.

2. Investors are protected by the advisor’s and dealer’s obligation to “Know the
Product”, "Know the Client” and to only sell to the client a suitable product.

3. Investors have a “cooling off” period and maintain the right to rescind.

4. Compliance tracking of the document will be simplified.

5. The cost of distribution will be contained, dealers and advisors will not have to
print and/or maintain inventories of documents.

Cost/Benefit
There must be a cost/ benefit analysis of the proposed framework before any requlation

is enacted. The current Proposed Framework is too vague for any meaningful cost
analysis to be done. However the costs will be significant and will involve the creation,

WORLDSOURCE FINANCIAL MANAGEMENT INC.
625 Cochrane Drive, Suite 700, Markham, ON L3R 9R9
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maintenance, distribution and printing of the disclosure documents, and, compliance
and monitoring of the distribution of the documents. It must always be remembered
that the cost of any regulatory initiative will ultimately be paid by the investing public.

Discriminates Against Mutual Fund Product

Mutual Funds are highly regulated and are likely one of the safest investment products
in the market today. It is illogical to impose regulatory requirements that make it more
onerous to sell mutual funds as opposed to other securities products. An unintended
consequence of the Proposed Framework will be to create an incentive for the investor
to purchase other products that do not conform to the high regulatory standard of the
Simplified Prospectus Mutual Fund. There is a risk that “product arbitrage” could
happen; this will not serve the investing publics’ long term goals and objectives.

Integration with the Client Relationship Model (CRM) Initiative

Worldsource supports integrating the Point of Sale initiative with the CRM initiative. It is
submitted that point of sale disclosure should be considered in the context of the entire
client relationship. This will avoid duplication and permit the entire account opening and
management process to be rationalized and simplified for the client. For example the
fee disclosure is already part of the proposed Relationship Disclosure Document.

Steering Commiittee

Worldsource supports the immediate formation of a steering committee that will include
representation from the Mutual Fund Dealers Association, IFIC and the industry
(dealers and fund companies). This Steering Committee will review the comments on
the Proposed Framework, conduct further consultations, perform a cost/benefit analysis
and release a Revised Proposed Framework for comment as soon as possible.
Conclusion

Thank you for this opportunity to comment on this important initiative.

Yours Truly,

N .

Andy Mitchell
President & Chief Operating Officer
Worldsource Financial Management

cc Joanne de Laurentis, President & CEO, IFIC
Jon Cockerline, Director, Policy Development, IFIC
Sandra Kegie, Executive Director, FMFD
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