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September 30th 2011 
 
 
Ms. Paige Ward      VIA E-MAIL ONLY 
Director of Policy and Regulatory Affairs 
Mutual Fund Dealers Association of Canada 
pward@mfda.ca 
 
Dear Ms. Ward: 
 
Re: Consultation Paper on the Use of Third Party Back-Office Service 

Providers 
 
The Federation of Mutual Fund Dealers (the “Federation”) is an association of 
Canadian mutual fund dealers and affiliates whose members, since 1996, have 
been working to be the voice of independent mutual fund dealers. We currently 
represent 30 dealer firms with over $114 billion of assets under administration 
and 17 thousand licensed advisors that provide financial services to over 3.5 
million Canadians and their families. 
 
The Federation is writing to provide comments with respect to the above 
captioned Consultation Paper (the “Paper”). 
 
At the outset we would like to say that while we appreciate the frustration on the 
part of Mutual Fund Dealers Association (“MFDA”) Members (“Members”) and 
Third Party Back-Office Service Providers (“Providers”), we don‟t believe that in 
and of itself it is a regulatory matter. 
 
It is important for Members to remember that it is solely their responsibility to 
have processes in place that allow them to comply with any and all regulatory 
requirements.  How they meet those obligations is and should remain at their 
discretion, but it is their responsibility, not the responsibility of any service 
provider.  This is true for member due diligence, books and records obligations, 
the use of any compliance tools and how they train their staff. 
 
Over the last fifteen (15) years the „back office‟ at a dealer has undergone 
significant change.  A large part of that has seen the back office go from a 
„simple‟ system that facilitates the processing of orders to a system with greater 
scope providing so much more capability including the ability to perform 
compliance functions to a greater or lesser degree depending upon the system.   
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Some systems are building on old technology, some are new builds, some are 3rd 
party and some are proprietary.  All will be different depending upon where they 
are in their evolution and development. 
 
We are of the opinion that all Providers be allowed to evolve as their own 
business plans and visions dictate and when a Dealer is choosing a Provider 
they should be allowed to negotiate their contracts freely.  One major 
consideration will undoubtedly be how robustly the system can assist the Dealer 
in carrying out its operations and in meeting its regulatory/compliance obligations.  
In theory technology could provide a more efficient solution to the Dealer and that 
efficiency is something Dealers would like to take advantage of.  Should 
technology not be able to provide a particular solution however, the Dealer is 
responsible for supplanting that as is necessary. 
 
We appreciate the desire on the part of the Providers to be able to market an 
“MFDA approved” system but, with respect, we believe that it will prove 
problematic for the MFDA especially in the event that a non-approved Provider 
challenges the MFDA; they may choose to escalate that challenge and activity 
such as that only services to polarize all parties involved.  In addition, the back 
office system is not the only technology that a Member utilizes as it conducts 
business and carries out its compliance duties and many of those allow for a high 
degree of manipulation.  The MFDA might find itself being faced with a more 
extensive regime of technology approvals than it had originally considered.  We 
would caution against going down this road. 
 
We believe that the MFDA should continue to monitor the functionality of back 
office systems during the normal course of a review of a Member.  We agree that 
if the MFDA identifies shortcomings in the system it should advise both the 
Member and the Provider.  And we agree that should the MFDA identify a feature 
in the system that contravenes its own or any applicable Rules, Policies, Acts 
etc., it notify the Provider and include a course of action and also advise Member 
clients of that Provider.  We would suggest you include proprietary systems in 
this as well.  While it may be true that to-date a proprietary system may be more 
nimble in its ability to affect a timely change in order to address a regulatory 
requirement, we believe that any observations made by the MFDA during the 
course of a Member review be provided to the Member and to the principals of 
the proprietary Provider; proprietary is an ownership issue but the principals and 
concerned individuals may be different and so they should be treated the same.  
This would also give other Providers comfort that all providers are being treated 
equally.  In addition the MFDA should consider that some proprietary providers 
sell their service to other Members. 
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In summary we would state that in our view no Rule or Policy amendment is 
required and there is no need for a list of “approved” Providers.  We suggest the 
MFDA continue in their informal approach and provide comment at Member 
reviews as outlined above. 
 
We want to thank the MFDA for the opportunity to comment.  Should you wish to 
discuss further with the Members of the Board of the Federation or any general 
members, do not hesitate to contact the undersigned. 
 
Regards, 
 
Federation of Mutual Fund Dealers 

 
Sandra L. Kegie 
Executive Director 


