
 

 

Capital Markets Modernization Taskforce 
CMM.taskforce@ontario.ca  
 
September 7th 2020      VIA E-MAIL ONLY 
        

Dear Sirs/Mesdames, 

Re: Consultation – Modernizing Ontario’s Capital Markets 

The Federation of Mutual Fund Dealers (“Federation”) has been, since 1996, Canada’s only 
dedicated voice of mutual fund dealers. We currently represent dealer firms with over $124 
billion of assets under administration and greater than 24 thousand licensed advisors that 
provide financial services to over 3.8 million Canadians and their families. As such we have a 
keen interest in all that impacts the dealer community, its advisors, and their clients. 
 
The Federation supports this focused, timely review of our capital markets and the SRO 
framework.  Below we have set out our general comments then comments on your report using 
the same numbering. 
 
General Comments 
 
1. Members of the MFDA are  more than a collection of registrants  and a product shelf. They are  

a culture , a method  of planning , a distribution  channel  that is unique  and worthy  of 
maintaining . Let us approach  this review  looking  for enhancements , harmonization  and 
synergies that provide client benefit, without significant external impacts, stronger together, 
but distinct . The MFDA represents  the largest network  of financial  planners  delivering  on-
the- ground  advice  and service to clients , and it’s worthwhile  to bear in mind as we move 
forward that minimal disruption and client access to advice should be our lodestar. 

 
Let us put the ‘self’ back in ‘self-regulation’. 

 
2. As you have noted, the distribution of disgorged funds to harmed investors is important for 

investor protection in Ontario and is vital to the trust and confidence people have in the capital 
markets and in the OSC’s enforcement capabilities.  By the same token, the SROs should have 
this same ability, to disgorge and return those disgorged funds to investors.  

 
3. Investigations and examinations are not the only area that would benefit from transparency 

or an appeals process.  Compliance and Registrant Registration’s processes are perceived as 
hampering the ability for individual registrants to pursue a career and for businesses to 
expand.  The industry would benefit from an effective appeals process in this area. 
 

4. It is important to consistently apply proportionate, risk-based regulation supporting strong 
investor protection; and to maintain access to financial advice for modest investors while at 
the same time realizing the scalability of regulation and its costs. 

 
5. The SRO entity must accept, and work with, existing software platforms.  Ever-growing 

regulatory and compliance burdens have necessitated massive technology expenditures in 



 

 

recent years across the industry and cannot be altered or changed without considerable 
consultation. 

 

Consultation Report Comments 
 
1. Expand the mandate of the OSC to include fostering capital formation and competition 

in the markets 
 

We agree the OSC plays a significant role in relation to the vitality of the capital markets and 
investments in Ontario’s businesses.  One must not ignore the role Ontario plays in Canada’s 
businesses. While being sensitive to regional issues it does amplify the import of the 
development of a competitive and innovative capital markets regime and would certainly 
assist in the response to reinvigorate a post-COVID-19 pandemic economy in Ontario and the 
country.  What is good for all Provinces should be good for the country.  
 
How would incorporating capital formation and fostering competitive capital markets into the 
OSC’s mandate help spur economic growth in Ontario?  It would benefit market participants 
who feel that hampering such efforts has happened in the past but hopefully would not in the 
future. 
 
Would such changes impact the OSC’s remaining mandates (i.e., fostering fair and efficient 
capital markets, protecting investors, and reducing systemic risk)?  We would suggest that 
these mandates in their entirety should be able to work in tandem. 
 

2. Separate regulatory and adjudicative functions at the OSC 
 

We acknowledge the import of this topic.  We will not be commenting but will be very 
interested in the comments submitted by others. 

 
3. Strengthen the SRO accountability framework through increased OSC oversight 

 
We would like to ask why the CSA limits itself to a risk-based oversight of the two capital 
markets SROs?  We feel this limitation is a weakness and the scope of review could broaden.  
It seems not to encompass governance – a systemic weakness, compliance, or member 
relations. 
 
You suggest that one regulator with a public interest mandate oversee other regulators with 
the same mandate.  Surely this is a conflict of interest as it would be in both parties’ interests 
if mandates aligned.  That does not make them sound.  While we’re not in favour of adding 
layers, this approach needs work. 
 
We are very much in favour of the proposed veto recommendations, plus term limits for key 
appointments. 
 
Requiring directors with investor protection experience (define that please) could be making 
the mountain too difficult to climb.  With some experience in this area, while ‘big name’ 
companies might have no trouble finding the best and brightest for their boards, the rest of 
us have trouble and this should be recognized.  We would recommend that all criteria be 



 

 

reviewed before any changes are made to ensure that the board fulfilment process is not 
hampered by pedantic ideas.  We do therefore support the proposed transformation of SRO 
director appointment. 
 
And while we appreciate that the compensation and incentive structure…should be linked to 
the delivery of the public interest…just how will this be measured?  Investors lost money, 
made money, did not complain? 
 
We do not agree with the proposal that independent director numbers are higher than the 
number of directors from member firms.  We cannot and support the ‘self’ in self regulatory. 
 
Currently should any SRO member firms have an issue with their SRO they are welcome to 
discuss that issue with the appropriate CSA member.  However, given the risk-based approach 
of the CSA most of these issues are dismissed as unsupportable.  Member firms are reluctant 
to complain in detail because they fear retribution.  Only those who have suffered from 
retribution understand.  You only must look to the current issues with the Governor General 
and those who were too afraid to come forward because of the fear of retribution to 
understand how impactful this can be. 
 
We are not sure that creating an ‘Ombuds-service hot line’ will provide the value that the 
industry is looking for.  There has not been any detail provided and we would be happy to 
discuss this further with the Taskforce. 
 

4. Move to a single SRO that covers all advisory firms, including investment dealers, mutual 
fund dealers, portfolio managers, exempt market dealers and scholarship plan dealers 

 
Having two separate SROs to regulate investment dealers and mutual fund dealers is not only 
outdated and confusing to investors, but confusing to dealers as well especially when both 
SROs are interpreting the same Rule differently. 
 
A single SRO could be a welcome change.  It may reduce regulatory complexity and costs and 
may further harmonization and modernization of regulation across Canada, however, it is 
vitally important that everyone involved in the process is wholly committed to positive results 
without any counterproductive protectionism.  This must be acknowledged as a threat to the 
project and the culture monitored.   
 
The devil, as they say, is in the details.  We agree with the principles you’ve stated thus far 
including regulatory oversight being commensurate with the market participant’s size and 
sophistication.  Additionally, during this time, we would recommend NO changes be made to 
either body of regulation until there is such time to research the potential for a single Rule 
book. 
 

34. Consider automatically reciprocating the non-financial elements of orders and 
settlements from other Canadian securities regulators and granting the OSC a 
streamlined power to make reciprocation orders in response to criminal court, foreign 
regulator, SRO, and exchange orders 

 
 We support the proposal to automatically reciprocate sanction orders resulting from the 

contested hearings and settlements of other Canadian capital market regulators. 



 

 

 
47. Give the power to designated dispute resolution services organizations, such as the 

Ombudsman for Banking Services and Investments to issue binding decisions ordering 
a registered firm to pay compensation to harmed investors, and increase the limit of 
OBSI’s compensation recommendations 

 
 We support binding decisions so long as there is an effective internal appeals process. 
 
 We would also like to propose and promote changes to ensure the culpable party is named, 

and the culpable party is also subject to a recommendation.  Registrants are not named, and 
it is imperative to the integrity of the industry, its transparency, and for the protection of the 
client that they are.  While the dealer is held responsible, including financially, for the 
registrant’s actions, it is still the registrant’s actions and those actions involved a client or 
clients, and the investing public should be made aware. 

 
 Regarding the proposal to increase their limit to $500,000, while we appreciate that you don’t 

what to be seen lacking should the need arise, we would ask – has this been an impediment 
to their recommendations in the past?  Is $500,00 enough and why? 

 
 
We have appreciated participating in the consultative process thus far and look forward to the 
future of this initiative.  Should you wish to discuss any of our comments, do not hesitate to 
contact the undersigned. 
 

 

Respectfully, 

 

MATTHEW T. LATIMER 
Executive Director 

(647) 772-4268 
matthew.latimer@fmfd.ca 

www.fmfd.ca 




