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Purpose The Federation is pleased to issue this first update to the guideline as a result 
of receiving additional regulatory input. This guideline has been developed 
for dealers relating to promotional activities in response to MFDA Bulletin 
#0776C (Conflicts of Interest – Promotional Activities). It has been reviewed 
and approved by our board of directors, and can be implemented for February 
2020.  

Together with our membership and our board, this guidance was initially 
created as a result of discussions with members, regulators and industry 
associations. We welcome a continuing open and collaborative dialogue with 
all stakeholders and incorporating their insights into our annual review and 
ongoing enhancement of this guidance.  

The Federation has considered that there are alternative perspectives on 
proposed limits and have designed the guideline to offer robust flexibility to 
dealers. Our expectation is that member dealers will use these guidelines as 
a reference for promotional item and event spending limits for: advisors, 
including their staff, spouses, and guests; dealers, and all related principals 
and staff, structuring their policies at or below them as appropriate for each 
individual dealer. 

The Federation has committed to review and revise these figures to keep them 
consistent with best practices and the ongoing evolution of our industry. 

 

Background 
 

The MFDA sweep identified that many firms either did not have procedures 
or had procedures that did not provide sufficient guidance to advisors. There 
are recommendations in the Bulletin, including common dollar limits.  The 
MFDA understood that Members who had not developed policies may have 
different views relating to limits, record keeping, etc.  It is for this reason they 
did not recommend dollar limits, but rather recommended Members 
investigate promotional activity occurring within their firm and develop a 
policy based on that knowledge. To be clear, the MFDA expectation is that 
Members have policies that provide guidance to their advisors as to what is 
and is not acceptable activity.  Policies and procedures do not need to be 
overly complex or onerous. 
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Guidelines on Developing a Policy for Promotional Activities  

The purpose of this guideline is to assist Federation Members in establishing a Policy to comply 
with MFDA Rule 2.1.4 - Conflicts of Interest and National Instrument 81-105 ("NI81-105"). NI81-
105 allows mutual fund companies to provide advisors with nonmonetary benefits of a 
promotional nature and of minimal value. While NI81-105 applies to activities with mutual fund 
companies, MFDA Rule 2.1.4 is a rule of general application that addresses all manner of 
conflicts that may arise between Members, advisors and their clients. As a result, Members 
should develop a policy that addresses conflicts arising from all promotional activities engaged 
in by its advisors. Members can tailor their policy to their operations but should remain within 
the limits proposed. 

What is a 
promotional activity? 

A promotional activity is where an advisor receives a 
promotional item or attends a promotional event paid for 
by: 

• A mutual fund company; 
• An issuer of other investment products; 
• A person or company who receives client 

referrals; or 
• An affiliate of any of the above. 

 
The above parties are collectively referred to as “offerors” 
of promotional activity in this guideline. 
 
Promotional items include such things as pens, hats, t-
shirts, mugs etc. with an offerors business logo. 
 
Promotional events include such things as an occasional 
meal, golf game, or concert.  
 

Prohibited activity Advisors are prohibited from: 
• Soliciting an offeror to receive promotional items 

or to attend promotional events; 
• Accepting cash and gift cards from offerors; or 
• Accepting gifts or presents that do not promote 

the business of the offeror. 
 

General Principle applicable to 
all Promotional Activity 

Promotional activity cannot be so extensive or frequent 
that it improperly influences the investment advice given 
to clients. 
 



 
De Minimis Amount - $50 Promotional items or events of less than $50 do not have 

to be reported to the Dealer Member. 
 
Examples of items that may fall under the de minimis 
amount include pens, calendars, t-shirts, hats, coffee 
mugs, paper weights and golf balls. 
 

Promotional Items - $100 Limit Promotional items with a retail value over $50 must be 
reported to the Dealer Member and must not exceed 
$100. 
 

Promotional Events - $200 Limit Advisors can occasionally attend promotional events 
provided: 

• If the event is over $50 it is reported to the Dealer 
Member. 

• The cost of the event, including the cost of an 
advisor’s guest, does not exceed $200. 
 

 
 

Members should establish annual aggregate limits based 
on: 

• A dollar value of all promotional activity per fund 
company under $1500; 

• A dollar value of all promotional activity per 
advisor. 

• Frequency of receiving a promotional item or 
attending a promotional event. Eg. 2 items and 2 
events per quarter per mutual fund company. 
 

Record Keeping Dealer Members may: 
• Request advisors submit a record of all 

promotional activity engaged in, and the frequency 
of reporting. Members can develop templates or 
logs for their advisors outlining the information 
required to be submitted including the date, 
relevant offeror, a description of the event or item 
and estimated cost. In their policy, Dealer Members 
should define how frequently the advisors are to 
submit this information to compliance for review. 
For example, a centralized log at head office 
updated after an activity, or quarterly/annually. 

• Request records from offerors. 
• A combination of both where an offeror does not 

provide reporting. 
 
Dealer members are required to maintain evidence of their 
supervisory activity and should maintain a head office 
record of these activities. 
 

Aggregated Limits



 
Supervision Dealer Members must have a process to review the 

information received from advisors and offerors to 
determine compliance with their policy. Where limits are 
exceeded, Dealer Members will need to take action to 
address non-compliance. This may include prohibiting an 
advisor from engaging in further promotional related 
activities or other disciplinary measures. In performing the 
supervisory review, the frequency or nature of the 
promotional activities and whether they have impacted 
advisor behaviour should be considered. 
 

Charitable Donations Advisors can solicit charitable donations from mutual fund 
companies provided: 

• The advisor does not benefit from the request. Eg. 
Receive a tax credit or publicity in connection with 
the donation. 

• Amounts that aren’t minimal are reported to the 
Dealer Member. 
 

 

 

Resources for regulatory guidance and additional context on promotional items and conflicts of 
interest: 

MFDA Bulletin #0776C  
Conflicts of Interest – Promotional Activities 

https://mfda.ca/bulletin/bulletin0776-c/ 

OSC 2019 CRR Annual report –  
Guidance can be found on pg. 35 

https://www.osc.gov.on.ca/documents/en/Securities-Category3/sn_20190808_33-
750_summary-report-for-dealers.pdf  

OSC 2018 CRR Annual report –  
Comprehensive guidance can be found beginning on pg. 56. Examples of items & activities, pg. 
58, 59. A framework for assessing compliance, pg. 63. 

https://www.osc.gov.on.ca/documents/en/Securities-Category3/20180823_annual-summary-
report-for-dealers.pdf 
 

 

 

 



 
Legislative reference and guidance 

• Section 2.1 of National Instrument 81-105 (pg. 4) 
• Section 2.2 of NI 81-105 (pg. 5) 
• Part 5 of NI 81-105 (pg. 25) 
• Section 11.1 – Compliance system of NI 31-103 (pg. 40) and NI 31-103CP (pg. 98) 
• Section 2.2.5(c) of OSC Staff Notice 33-749 (pg. 56) 
• OSC Staff Notice 33-743 Guidance on sales practices, expense allocation and other 

relevant areas developed from the results of the targeted review of large investment 
fund managers 
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Executive Director 
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