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Dear Sir and Madam:

Re: Response to CSA Notice and Request for Comment on Proposed Amendments
Facilitating CSA Information Technology Arrangements

The Portfolio Management Association of Canada (PMAC), through its Industry, Regulation
and Tax Committee, is pleased to have the opportunity to submit the following comments
regarding CSA Notice and Request for Comment on Proposed Amendments Facilitating CSA
Information Technology Arrangements (the "Notice") which, among other things, proposes a
new service provider and includes amendments to consolidate and replace the existing filing
service charge schedules under the SEDAR Filer Manual and NRD User Guide, as well as
reduce overall fees charged under current technology arrangements.

As background, PMAC represents investment management firms registered to do business in
Canada as portfolio managers. We have over 170 members from across Canada that are
comprised of both large and small firms managing total assets in excess of $800 billion
(excluding mutual funds assets) for institutional and private client portfolios. Our mission is
to advocate the highest standards of unbiased portfolio management in the interest of the



investors served by Members. For more information about PMAC and our mandate, please
visit our website at www.portfoliomanagement.org.

General Comments

We are generally supportive of amendments that increase efficiencies for market
participants , including amendments that reduce overall fees payable by registrants. The
Notice describes the proposed new system fees, which when implemented, will yield
benefits in the form of lower system costs. In addition, the CSA projects that based on
recent filing patterns, system fees will decline in approximately 40% of SEDAR! filing
situations and in approximately 24% of National Registration Database (NRD) filing
situations. In respect of NRD filers, we understand that this will be accomplished by
reducing the charges associated with the filing fee required to be paid if the filer is
registered in more than one jurisdiction. We support these reductions in filing fees
particularly since many of our Members are registered in multiple jurisdictions.

Notwithstanding our support for the proposed amendments set out in the Notice, we would
like to take this opportunity to also provide some views on other areas where we have
identified technological inefficiencies and where we believe improvements can be made to
further the CSA's investor protection mandate.

An Improved National Registration Database (NRD)

There are considerable inefficiencies with the National Registration Database (NRD) that
registered adviser firms currently rely on to meet their filing obligations under National
Instrument 31-103 Registration Requirements and Exemptions (NI 31-103) and related
instruments. Over 10 years has lapsed since the inception? of NRD and we believe it is time
to modernize its functionality in order to address some of the common issues identified by
our Members and other filers. We understand that plans are underway to replace the core
CSA national systems with updated systems which will improve functionality and usability.
We are supportive of enhancements to these systems that reflect the needs of market
participants.

Set out below is a summary of some of the issues identified by our Members.

e Inconsistency between the forms as they appear in the applicable rule (i.e. NI 33-
109) and the form as it appears on NRD.

e The functionality of NRD sometimes makes it impossible to make a submission when
another submission is outstanding. For example, filers typically withdraw one
submission, make the second submission and then re-submit the first submission.

e The NRD system should generate automatic email notifications to filers (for example,
notices regarding fee deadlines, submission approvals, etc.). An automatic
generation of emails would be helpful instead of filers being required to log on to
NRD to check the status of filings, registration updates, etc.

e Issues with the print function such as the ability to print a full report versus printing
screen shots in order to obtain hard copies of various filings. For example:

o Other than the initial registration (Form 33-109F4), the NRD system does not
generate a report of an individual’s submission. In order to retain a hard
copy of the submission made (for books and records or compliance purposes),

! System for Electronic Documents Analysis and Retrieval.
2 The NRD system was launched in March 2003.



the only way to do this is by saving print-screen of each page of the
submission. Sometimes there are several pages of print-screens. It would be
helpful to be able to generate a report for all individual submission types.

o Related to the point above, it would be helpful if Form 33-109F4 would allow
the filer to print the certification page (as is found in the paper form).

o Similarly, improvements should be made to allow a "Registration with an
Additional Sponsoring Firm" or a "Current/Previous Employment Change" to
be printed without needing to print a screen shot for each page.

e There are a number of issues with NRD Fee Reports including the time periods for
which a report can be obtained along with the format of the report. Fee reports for
NRD submissions can only be obtained for periods of two months. Sometimes this
requires several reports to be obtained before specific fee information can be
located. We recommend access to fee reports for longer periods. In addition, the
format of the fee report should be more concise and user-friendly. It contains
several columns of information that, in our view, are irrelevant.

e Resetting passwords for authorized firm representatives (AFR) should be expanded
to allow CDS Inc. the ability to reset passwords for the AFRs and not just the Chief
AFR.

National Registration Search

The National Registration Search webpage on the CSA website is one of the key ways that
investors can conduct due diligence and make informed decisions when hiring an investment
adviser. We believe there are some significant limitations with the service as it is currently
being provided. The key drawback, in our view, is that the registration information from the
Ontario Securities Commission (OSC) is not currently included in the National Registration
Search database. OSC registration information is available on the OSC Registrant List. We
do not believe it is efficient to search Ontario registered firms and individuals in a separate
location and we believe the names of all registrants (individuals and firms) in Canada should
be included in one search engine. It is unacceptable that investors currently need to
conduct two separate searches to secure Canada-wide information. We receive frequent
calls from investors located in both Canada and the U.S. who are looking for information on
adviser registration and the consistent response we get is confusion as to where and how
this information can be obtained.

As we have stated in previous submissions®, we believe that a comprehensive national
database to assist Canadian investors in checking the registration of individuals and/or firms
who sell securities or provide investment advice should be easy to access, contain all
relevant information and be practical for investors to use. We urge the OSC and the CSA to
work cooperatively to achieve this desired outcome.

A summary of some of the other key issues with the National Registration Search is included
below.

e Promotion of importance of conducting national registration searches - We
applaud the CSA's efforts on promoting "Check Registration Day". However, we
believe the National Registration Search website page should prominently and clearly
describe why these searches are important to investors and what information
investors should be looking for before hiring a registered adviser.

3 See PMAC submission on OSC Notice 11-766 — Statement of Priorities — Request for Comments Regarding
Statement of Priorities for Financial year to End March 31, 2013 dated May 29, 2012.



e Searching registration by jurisdiction - The jurisdiction selection option that
allows the user to select one or more jurisdictions limits the search to individuals or
firms registered with the securities regulatory authority in the specified province or
territory. We believe this is unnecessary and that the search should automatically
cover all jurisdictions (including Ontario).

e Comprehensive search results - It would also be beneficial to investors if a
national registration search could provide a report similar to the IIROC
AdvisorReport.* 1IROC AdvisorReports are only available for advisors currently
approved with an IIROC-regulated firm. This report is the starting place for investors
to make informed decisions and research the background, qualifications and
disciplinary information of advisors at IIROC. The information provided in this IIROC
AdvisorReport comes from NRD and IIROC's public disciplinary records. We believe
the CSA should also provide this type of detailed resource to investors and
investment industry participants.

e Streamlined information - Registration terms and conditions for companies and
individuals registered in Quebec should be available through the National
Registration Search (they currently are not).

e A brief description of each individual registration category - The category
options for firms specify what products their representatives are permitted to advise
on or sell. We believe that a short hyperlink to each individual registration category
provided in the drop down list should display a summary of relevant information and
qualifications for each category instead of linking investors to the full category details
as listed in NI 31-103. While NI 31-103 is available on various CSA members’
websites, investors who are not familiar with the rules and what they mean will
undoubtedly find this onerous and not useful.

e Inaccuracy of information regarding entities who rely on the international
adviser/dealer exemption - This is the case particularly where firms ceasing to
rely on the exemption continue to appear active on the National Registration Search
webpage. Also, there is currently no ability to search for entities that rely on the
international adviser/dealer exemption in Ontario. This information can only be
obtained by calling the OSC and this is not always suitable as it may draw
unnecessary attention to an entity.

e A webpage that is more "investor" friendly and focused - We recommend the
National Registration Search website page be revised in order to make it more robust
and investor friendly. It is currently more structured for use by market participants
and should be revised to reflect the fact that many investors will not have any
knowledge of the various registration categories at the firm level and on an
individual basis, jurisdictional differences, etc. Taking on the function of an
educational tool as well as a due diligence tool would also promote investor
protection initiatives. The revised website page should then be tested on an
appropriate focus group before it is launched to ensure that it is providing investors
with the information they need in a way that is easily understood.

We believe the recommendations above would significantly improve the functionality and
user experience of the National Registration Search. Improvements to this important
investor tool would support the CSA's investor protection mandate by providing investors
with a one-stop shop, comprehensive and user-friendly resource to help inform their
decision to hire firms and/or individuals selling securities or offering investment advice.

4 See http://www.iiroc.ca/investors/knowyouradvisor/pages/advisorreport.aspx
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We would be pleased to discuss the above comments with you in more detail. If you have
any questions regarding our submission, please do not hesitate to contact Katie Walmsley
(kwalmsley@portfoliomanagement.org) at (416) 504-7018 or Julie Cordeiro at (416) 504-
1118 ext 202.

Yours truly;

PORTFOLIO MANAGEMENT ASSOCIATION OF CANADA

YA D ﬂ // %M/7

Katie Walmsley Scott Mahaffy
President, PMAC Chair, Industry, Regulation & Tax Committee
Vice President Legal, MFS McLean Budden Limited
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