————— Message from Marvin G Baer <mgbl@agqsilver.queensu.ca> on Wed, 28 May 2003 11:35:21
-0400 (EDT) -----
To: Stephen Paglia <SPaglia@fsco.gov.on.ca>
Subjec Re: Joint Forum Consultation on Practice Standards Closes on May
t: 29, 2003

Dear M. Paglia

Thank you for rem nding nme of the deadline for comments on
the proposed "Principles and Practices for the Sale of Products and

Services in the Financial Sector." | think the Consuners Advisory
Comrittee of FSCO should support the adoption of these Practice
St andards. However, | am di sappointed that at |east sonme of the

principles are not conpul sory.

The principles that should be conpul sory include adequate handling of
conmpl ai nts, adequate financial redress, quality assurance by industry
associ ati ons, and conpensation schenmes for internediaries that do not
create a conflict of interest. These relate to Principles 4,6,8 and 9
of the docunent.

Principle 8 Client Redress and 9 Conpliance

Wil e internediaries should be encouraged to handl e
conmpl aints or disputes in a tinmely and forthright manner, they should
be required to refer themto the appropriate person or process
established by industry associations in a tinely way. |ndustry
associ ations should be required to establish a process for handling
conpl ai nts and should be required to report to governnment regul ators
on the nunber, nature and disposition of conplaints or disputes.

Adequate financial redress for injured consuners ought to
be conpul sory. This should be arranged through industry associations
and not be dependent on the financial resources of individual
i ntermedi ari es.

I f menbership in an industry association is not a
prerequisite to acting as an internediary, then industry associations
ought to be encouraged to foster a public canpaign indicating the
benefits to consuners of dealing with nenbers. O course this assunes
that are some advantages, such as active enforcenent by the
associ ation of the Principles and Practices, a dispute handling
nmechani sm and financial redress for injured consumers.

6. Conflict of Interest

There shoul d be nore enphasis on the obligation of the
financial service providers not to create potential conflicts of
interest. This should specifically identify conmpensation structures
whi ch cause internediaries not to act in the client's best interest.



2. Needs of the Client and 5. Confidentiality

In addition to nmaking at |east some of the principles

mandat ory, | think there needs to be fuller explanation of how the
internmediary should act to neet Principles 2 Needs of the Client and
Principle 5 Confidentiality. Clients will continue to be reluctant to
meke full disclosure of their financial needs if they believe this
information will be used by the internediary to pressure the client
into switching existing financial products to a new provider. | do not
believe that the general exhortation in Principle 1 will prevent this

from happeni ng.

The principle of confidentiality will have very little
force if internediaries routinely ask for the client's permssion to
wai ve the requirenent. The perm ssion may be too readily granted by
clients who are not fully inforned of the extent and significance of
t he proposed di scl osure.

Pl ease convey nmy comments to the Sub-committee on Practice
St andar ds.

Yours sincerely,

Marvin G Baer

Menmber, FSCO Consuner Advisory Conmittee and
Pr of essor Eneritus

Faculty of |aw

Queen's University

Ki ngston, Ont. K7L 3N6.



