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Dea r Sirs  a nd M a da m es :

Re: Propos ed M u ltila tera l Ins tru m ent 31-10 2 (the "Na tiona l Reg is tra tion Da ta ba s e")

The Ca na dia n Ba nk ers  As s ocia tion (CBA) a pprecia tes  this  opportu nity to provide you  w ith ou r
com m ents  on the propos ed M u ltila tera l Ins tru m ent 31-10 2 (the "Na tiona l Reg is tra tion
Da ta ba s e" or "NRD".)

W e com m end the Ca na dia n Secu rities  Adm inis tra tors  for ta k ing  initia tives  a im ed a t m a k ing  the
reg u la tory s ys tem  m ore efficient a nd com petitive.  Yet, in the ca s e of NRD propos a l, w e ha ve
conclu ded tha t cons idera ble w ork  s till needs  to be done if prog res s  is  g oing  to be m a de in
im proving  the efficiency a nd com petitivenes s  of the reg u la tory fra m ew ork  for m u tu a l fu nds . 
Sim ply pu t, w e ha ve s eriou s  concerns  a bou t s evera l a s pects  of the NRD propos a l.
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NRD a  "fa it a ccom pli"?
W e s ta rt w ith a  com m ent a bou t proces s  a nd note tha t the NRD ha s  been pla nned, des ig ned
a nd la rg ely bu ilt w ithou t s ig nifica nt indu s try inpu t.  Ou r u nders ta nding  is  tha t the s oftw a re ha s
a lrea dy been des ig ned a nd coded a nd tha t a s  a  res u lt, there is  little room  left for u s  to m a k e
a ny m ea ning fu l com m ents  a bou t the propos ed da ta ba s e.  It s eem s  to u s  tha t the indu s try ha s
been invited to com m ent even thou g h the NRD is  la rg ely a  fa it a ccom pli, w ith the indu s try
expected to pa y for the NRD w ith a  s u bs ta ntia l fee increa s e.

Su bs ta ntia l fees
The fees  tha t a re propos ed to be levied on reg is tra nts  to cover the cos ts  of developing  a nd
opera ting  the NRD w ou ld ru n into the hu ndreds  of thou s a nds  of dolla rs  for ou r m em bers  in the
firs t yea r of opera tion of the NRD a nd in s u bs equ ent yea rs .  W e a re not pers u a ded tha t the
opera tiona l efficiencies  tha t w ou ld u ltim a tely be derived from  the NRD w a rra nt fee increa s es  of
this  m a g nitu de.

For exa m ple, a  firm  tha t em ploys  7,0 0 0  reg is tered individu a ls  w ou ld be oblig ed to pa y in
exces s  of $60 0 ,0 0 0  in NRD fees  in the firs t yea r.  This  is  in a ddition to the fees  cu rrently
pres cribed u nder s ecu rities  leg is la tion tha t the firm  a lrea dy is  oblig ed to pa y to s ecu rities
reg u la tors , to the M u tu a l Fu nd Dea lers  As s ocia tion a nd other s elf-reg u la tory org a nis a tions . 
Sim ila r a m ou nts  w ou ld be pa ya ble a s  NRD fees  in s u bs equ ent yea rs .

Ou r es tim a te of m ore tha n $60 0 ,0 0 0  in NRD fees  is  ba s ed on the follow ing  hypothetica l
ca lcu la tion:

One-tim e Firm  Enrolm ent Fee:     $7,0 0 0
Su bm is s ion or Annu a l Fee
(a ) (70 0 0  x $75)          $525,0 0 0
(b) a dd'l ju ris dictions  (210 0  x $50 )         $10 5,0 0 0

Tota l:                                       $632,0 0 0

W e note tha t in s u bs equ ent yea rs , the firm  w ou ld be oblig ed to pa y both a n NRD s u bm is s ion
fee a nd a n a nnu a l fee in res pect of new  em ployees  w ho a re firs t-tim e enrolees  in the NRD. 
Thu s , if in yea r tw o, ten per cent of the em ployees  w ere new  to the NRD s ys tem , the firm
w ou ld ha ve to pa y a n a dditiona l $52,50 0  in NRD s u bm is s ion fees , bring ing  the tota l in NRD
fees  in tha t yea r to $677,50 0 .

Thu s , des pite reg u la tors ' vow s  to redu ce fees , a  typica l la rg e Onta rio-ba s ed s ecu rities  firm
w ou ld be oblig ed to pa y $60 0 ,0 0 0  in new  NRD fees , w hich w ou ld be in a ddition to the recently-
introdu ced M FDA fees  a m ou nting  to s om e $70 0 ,0 0 0  a nnu a lly a nd the $80 0 ,0 0 0  per yea r in
fees  the firm  m u s t pa y to the Onta rio Secu rities Com m is s ion.

Look  to reg is tra tion revenu es  firs t
W e a re a t a  los s  to u nders ta nd w hy a n initia tive a im ed a t u pg ra ding  the technolog ica l
proces s es  of reg u la tors  s hou ld be a n occa s ion for levying  s u bs ta ntia l new  fees  on indu s try
m em bers  tha t a lrea dy pa y la rg e fees  to cover the reg u la tors ' cos ts  of a dm inis tra tion.  In ou r
view , reg u la tors  s hou ld look  firs t to exis ting  a nd fu tu re revenu es  a nd efficiency g a ins  to defra y
thes e cos ts . 
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In ou r view , s ecu rities  reg u la tors  s hou ld ta k e a  m ore long -term  view  of the cos ts  involved in
a dopting  new  technolog ies  tha t ca n be expected to res u lt in a dm inis tra tive efficiencies  a nd
redu ced a dm inis tra tive cos ts  over tim e.  Reg u la tors  s hou ld look  firs t to the norm a l revenu e
s trea m  from  reg is tra tion fees  a nd expected fu tu re cos t s a ving s  to defra y the NRD s ta rt-u p
cos ts  over a  period of yea rs  a nd to cover the NRD's  a dm inis tra tive cos ts  on a n ong oing  ba s is .

Dow nloa ding  of da ta  inpu t
W e u nders ta nd tha t s ecu rities  reg u la tors  pla n to dow nloa d the w ork  of inpu tting  his torica l
reg is tra tion da ta  into the new  s ys tem , by requ iring  firm s  a nd reg is tra nts  to recons tru ct a nd
inpu t da ta  concerning  pa s t em ploym ent a nd other da ta  tha t is  a lrea dy in the reg u la tors ' pa per
files  a nd in electronic files  s u ch a s  "Reg g ie".  In ou r view , the reg u la tors  s hou ld be converting
their reg is tra tion files  to new  electronic form a ts  in a ny event, a nd s hou ld pa y for tha t ou t of
their ow n a dm inis tra tive bu dg ets .  As  w ell, w e believe tha t the relia bility a nd a ccu ra cy of
recons tru cted his torica l da ta  w ou ld be qu es tiona ble a nd w ou ld neces s a rily be les s  a ccu ra te
a nd com plete tha n the orig ina l da ta  tha t the reg u la tors  a lrea dy pos s es s .

Dow nloa ding  a nd NRD im plem enta tion tim eta ble
The requ irem ent to collect a nd recons tru ct, verify a nd inpu t into the NRD a  la rg e qu a ntity of
his torica l reg is tra tion inform a tion w ou ld pla ce a  s u bs ta ntia l a dm inis tra tive bu rden on ou r
m em bers  a t a  tim e w hen they w ill be inevita bly fa cing  a dded w ork loa d pres s u res .  As  s u ch, if
s ecu rities  reg u la tors  rea lly a re contem pla ting  the dow nloa ding  of da ta  inpu t, the tim eta ble for
im plem enta tion of the NRD s hou ld be re-exa m ined.  Unlik e in previou s  yea rs , w hen ou r
m em bers  w ere a ble to s prea d renew a ls  throu g h the yea r, there is  now  a  dea dline of Decem ber
15, 20 0 2 to com plete a ll reg is tra tion renew a ls .  As  w ell, the firs t cycle of Continu ing  Edu ca tion
w ill end on Decem ber 31, 20 0 2 a nd ou r m em bers  w ill be bu s y reporting  to the Inves tm ent
Dea lers  As s ocia tion on reg is tra nts  tha t ha ve or ha ve not pa s s ed requ ired cou rs es .

W e a ls o note tha t even if the reg u la tors  w ere to inpu t the da ta , reg is tra nts  w ou ld s till need to
devote cons idera ble tim e a nd expens e to ens u ring  the a ccu ra cy of the inform a tion in the NRD.

Cos t-benefit projections
W e do not dou bt tha t the NRD cou ld offer benefits  to the indu s try a nd redu ce a dm inis tra tive
cos ts .  How ever, even if thes e benefits  w ere rea lized, w e dou bt tha t they w ou ld ju s tify the cos t
of developing  a nd im plem enting  the NRD, let a lone pa s s ing  the entire cos t on to the indu s try.

A s u rvey of reg is tra nts  by OSC Chief Econom is t Ra nda ll Pow ley, relea s ed by the CSA s hortly
before the recent pu blica tion of the NRD propos a ls , w a s  cited by the CSA a s  a  ba s is  for
projecting  tha t the NRD w ou ld res u lt in s u bs ta ntia l benefits  for the indu s try.  How ever, in ou r
view , the s u rvey relea s e fa iled to g ive equ a l covera g e to the s ig nifica nt benefits  tha t s ecu rities
reg u la tors  them s elves  cou ld a ls o expect to derive from  the NRD.

W e a ls o note tha t the OSC's  "cos t - benefit" s u rvey projects  tha t it w ou ld cos t $47 m illion to
develop a nd opera te the NRD over a  five yea r period. W e w onder w hether tha t a m ou nt, w hich
com es  to nea rly $10  m illion per yea r, is  nea rly equ a l to the a nnu a l cos t of the pres ent
reg is tra tion s ys tem .  W e a re not pers u a ded tha t the NRD w ou ld offer benefits  ju s tifying  s u ch a
s u bs ta ntia l increa s e in the cos t - to be pa id by the indu s try - of a dm inis tering  the reg is tra tion
s ys tem .   
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Im pa ct of fees  on s ervices  to inves tors
W hile w e com m end the Ca na dia n Secu rities  Adm inis tra tors  for their efforts  to s trea m line a nd
integ ra te the exis ting  reg u la tory s ys tem , w e note tha t the NRD propos a l illu s tra tes  the hig h
cos t of a  fra g m ented s ys tem  of s ecu rities  reg u la tion a nd, indirectly, u nders cores  the m erits  of
na tiona l reg u la tion.

As  w ell, it s eem s  to u s  tha t reg u la tors  m u s t m a k e a  g rea ter effort tha n is  reflected in this
propos a l, to cons ider the fina ncia l a nd econom ic im pa ct of reg u la tory initia tives  on the
com petitivenes s  a nd efficiency of the fina ncia l s ervices  s ector.  Thu s , w e note tha t the NRD,
a nd in pa rticu la r the propos ed fees , cou ld ha ve a  s ig nifica nt im pa ct on the s ervices  a nd
produ cts  tha t ou r m em bers  offer to inves tors .  Fee increa s es  tha t ca n only be des cribed a s
hu g e w ou ld m a k e it m ore cos tly to m a inta in a  s a les  force a nd to offer a dvice to reta il
cu s tom ers .  This  cou ld res u lt in cha ng es  in the a va ila bility of produ cts  s u ch a s  "no loa d"
inves tm ent fu nds , a nd in increa s es  in m inim u m  inves tm ent requ irem ents .

In clos ing
W e ha ve a pprecia ted the opportu nity to expres s  ou r concerns  reg a rding  the propos ed
M u ltila tera l Ins tru m ent 31-10 2.  W e w ou ld be plea s ed to a ns w er a ny qu es tions  tha t you  m a y
ha ve a bou t ou r com m ents .

You rs  tru ly,

W L/DI/s h


