
 

  

 
 
 
July 20, 2018 
 
Submitted via email: kwoodard@mfda.ca 
 
Ken Woodard 
Director, Membership Services & Communications 
Mutual Fund Dealers Association of Canada 
121 King Street West, Suite 1000 
Toronto, ON  M5H 3T9 
 
Re: Discussion Paper on Expanding Cost Reporting (the “Discussion Paper”) 
 
Dear Mr. Woodard: 
 
 
A. About BlackRock 
 
BlackRock Asset Management Canada Limited (“BlackRock Canada” or “we”) is an indirect, 
wholly-owned subsidiary of BlackRock, Inc. (“BlackRock”) and is registered as a portfolio 
manager, investment fund manager and exempt market dealer in all the jurisdictions of Canada, 
a commodity trading manager in Ontario and an adviser under the Commodity Futures Act 
(Manitoba).  
 
BlackRock is one of the world’s leading asset management firms.  We manage assets on behalf 
of institutional and individual clients worldwide, across equity, fixed income, liquidity, real estate, 
alternatives, and multi-asset strategies.  Our client base includes pension plans, endowments, 
foundations, charities, official institutions, insurers and other financial institutions, as well as 
individuals around the world. 
 
 
B. General Observations 
 
BlackRock commends the Mutual Fund Dealers Association of Canada, in consultation with the 
Canadian Securities Administrators (“CSA”) and the Investment Industry Regulatory 
Organization of Canada, for publishing the Discussion Paper as we continue our work to 
enhance transparency around the total cost of investing.  Investors must understand the 
importance of costs (whether direct or indirect) and its impact on performance and investment 
returns.  The more we can empower investors, the better off they will be in making informed 
investment decisions.  
 
As a general comment, we expect that industry will raise many challenges and concerns about 
expanding cost reporting.  Despite this, BlackRock is of the view that working collaboratively 
with industry stakeholders will go a long way in ensuring that the issues raised are meaningfully 
debated and a resolution for each, in the best interest of investors, will be found. 
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In addition to our general observations, our more specific comments regarding the questions 
included in the Discussion Paper are set out below.  For ease of reference, we have included 
the full text of each question to which our comments correspond. 
 
 
C. BlackRock’s Responses  
 
Expanding Cost Reporting 
 

1. Should regulators consider expanding cost reporting for Investment Funds? 
 
BlackRock is supportive of regulatory initiatives designed to enhance the visibility of costs and 
charges1 which help to empower investors to make informed investment decisions.  Expanding 
cost reporting as described in the Discussion Paper is the logical next step in the evolution of 
this enhancement and helps to meet the policy goal of increasing transparency so that investors 
can independently assess the impact of all costs and charges on investment returns.  
Regulators globally have taken steps, or plan, to update or establish expanding cost reporting 
for investment funds, particularly in light of IOSCO’s Final Report on Good Practice for Fees and 
Expenses of Collective Investment Schemes2. 
 
As widely agreed, CRM2 only reflects a part of the total cost equation--the costs and charges 
considered in the Discussion Paper, including management expense ratios (“MERs”), 
operational expenses and costs incurred for entering or exiting a fund, are also important 
components which should be disclosed to clients.  A meaningful discussion with one’s adviser 
about costs and charges should encompass all aspects of the total cost of investing, particularly 
because of its impact on performance and these new “buckets” are a useful means for that 
discussion. 
 
We would also like to point out that any new expanded cost reporting requirement should only 
apply in respect of retail clients and that the current exemption available for permitted clients 
that are not individuals under CRM2 continues to be available in this context.  The current 
Discussion Paper is silent on this topic. 
 
As discussed in our response to Question 7, below, we encourage the CSA to carefully consider 
the challenges before proceeding to finalize any expanded cost reporting rule in order to ensure 
both the consistency and comparability of the information being provided to investors.  In 
addition, steps must be taken to educate investors about the new expanded cost reporting. 
 

2. Should regulators consider expanding cost reporting for other investment products? 
 
Yes.  At a minimum, the CSA should consider expanding cost reporting for other securities-
based products under its jurisdiction.  In addition, the CSA should continue its coordination 
efforts with other regulators such as the Canadian Council of Insurance Regulators to ensure a 
level playing field and mitigate regulatory arbitrage between different types of investment 
products.   

                                                 
1 In general, we view “costs” as payments necessary to operate the funds such as transaction costs and 

“charges” as compensation paid for managing or selling the funds such as management fees. 

2 See https://www.iosco.org/library/pubdocs/pdf/IOSCOPD543.pdf 

https://www.iosco.org/library/pubdocs/pdf/IOSCOPD543.pdf


3 

Costs Considered for Expansion 
 

3. Do you agree that the costs considered in this Discussion Paper (i.e. MER, short-term 
trading fees, redemption fees and client costs paid directly to third parties) should be 
disclosed to clients? 

 
Yes.  In particular, the MER paid to a fund manager can be a large part of total costs and is 
typically a set amount based on the value of assets of the fund.  Although currently available 
and accessible, the MER only appears in other continuous disclosure documents and is 
provided at the fund or series level.  It would be easier for retail investors to assess the total 
cost of investing if this information is also available on a more personalized basis within the 
Annual Charges and Compensation Report required under CRM2. 
 

4. Are there any other costs that should be reported to clients? 
 
As a general approach, the CSA should consider outlining its principles-based expectation that 
no cost or charge should be implemented without considering the importance of disclosing such 
cost or charge to investors, as well as how to disclose in a simple, non-misleading manner.  
This requirement could be included as guidance in the proposed amendments under National 
Instrument 31-103 – Registration Requirements, Exemptions and Ongoing Registrant 
Obligations and its Companion Policy under the conflicts of interest enhancements. 
 
It is unclear whether the Discussion Paper mandates that transaction costs incurred by the 
investment fund should be reported to investors (i.e. it is not specifically “called out” as an 
expense category in the sample reports included in the Discussion Paper).  It would be 
worthwhile to clarify whether transaction costs such as brokerage commissions and bid-ask 
spreads are excluded or if the concept of “trading expense ratio” under the Ratios and 
Supplemental Data table in Item 3 – Financial Highlights of Form 81-106F1 – Management 
Reports of Fund Performance should also be incorporated into the expanded cost report.  In 
BlackRock’s view, the trading expense ratio, as currently required to be calculated, paints only 
an incomplete picture of the actual costs incurred by the portfolio to access liquidity, and should 
not be include in client statements.  
 
In addition, although taxes are not included in either the MER or trading expense ratio 
calculation methodology under National Instrument 81-106 – Investment Fund Continuous 
Disclosure, any expanded cost reporting proposal should specify that taxes are excluded. 
 
 
Cost Reporting 
 

5. What are your views on the reporting examples provided in this Discussion Paper? 
6. Are there better ways to report the costs of investing to clients? 

 
BlackRock believes that investors should clearly see how all costs and charges which arise from 
investing in an investment fund are being calculated and who is receiving the amount calculated 
(i.e. investment fund manager, distributor, etc.).  In addition, explanatory text (at a minimum) or 
the actual dollar amount by which performance is reduced (or supplemented) as a result of 
these costs and charges should be disclosed.  With the knowledge and sophistication gap 
between retail investors and their advisers in particular, investors may not be able to understand 
how total costs impact performance unless it is explicitly pointed out to them.   
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In addition, the presentation of such costs and charges should clearly distinguish between 
ongoing “ownership” costs and charges such as those included in the MER and transaction 
costs triggered by an action taken by the investor (or the adviser, on the investor’s behalf) such 
as short-term trading and redemption fees. 
 

7. What challenges or issues do you foresee in obtaining and reporting expanded cost 
information to clients? 

 
As an investment fund manager, BlackRock currently calculates and maintains records of MER 
information at the fund or series level only.  Therefore, one of the obvious challenges or issues 
we see is how to “translate” this information into a personalized account or individual level 
amount (whether in basis points or an actual dollar amount).  In order to do this effectively and 
efficiently, one calculation methodology should be required for the types of costs and charges to 
be disclosed so that consistent and comparable metrics are provided to clients3.  This will also 
prevent or minimize misinterpretation in applying the requirements, thereby resulting in 
misleading information.  Any proposed calculation methodology would require the involvement 
of relevant stakeholders, particularly any service providers (i.e. Fundserv) who would currently 
have access to the data points needed for, or will need to make available any data points to, 
both investment fund managers and dealers to do their respective calculations.   
 
BlackRock would support the use of a simplified methodology for disclosure of product-related 
costs and charges in absolute dollar terms, on a per client basis.  In general terms, such an 
approach would require the following steps: 
 

i) Investment fund managers would disclose or make available average per unit (or 
per share) costs and charges, in dollars, over a prescribed, standardized time 
periods (i.e. quarterly or semi-annually) for each fund they manage.  The 
regulation would specify the costs and charges to be included so that the inputs 
are consistent across investment funds. 

ii) Dealer firms would maintain records of average units or shares held by each 
client over the same periods (i.e. the number of units or shares held on each day 
of the period, divided by the number of days in the period) 4.   

iii) Sum i) and ii) to determine the (approximate) investment fund costs and charges 
per client. 

iv) Simplification of the process could be achieved if an officially recognized central 
repository5 was established whereby investment fund managers would submit its 
data under i) and dealer firms would retrieve the data to determine iii). 

                                                 
3 A recent illustration of this has been the experience in the EU with competing methodologies around the 

implementation of disclosing transactions costs under PRIIPs (slippage methodology, including 
market impact of transaction costs), UCITS (ongoing charges figure which excludes underlying 
transactions costs) and MiFID II (allowing either slippage or spread methodologies but without the 
need to include market impact).  With no consensus on how to measure transaction costs in the EU, 
BlackRock has real concerns that the new regulatory standards have failed in their objective of 
empowering investors to make better and informed investment decisions. 

4 We would generally expect that dealer firms and fund transfer agents will have the information available 
to do the average units/share held calculation; however, it may require technology development to 
produce the figure. 

5 The central repository should be the same for all investment funds (i.e. not only conventional mutual 
funds). 
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This suggested approach does not require investment fund managers and dealer firms to agree 
on market values or net asset values (particularly important in the context of exchange-traded 
funds).  Since records of costs and charges maintained by fund managers are in dollar amounts 
(not percentages) and the required client disclosure is also in dollar amounts, it makes little 
sense for either the manager or dealer to work with figures expressed as a percentage of 
market value or net asset value. 
 
While this calculation methodology would not precisely measure the exact daily costs and 
charges incurred by each investor, in BlackRock’s view, it still fully addresses the underlying 
policy objectives of expanding cost disclosure:  that is, investors would have much more 
informative figures than they can access today, and the figures would be comparable from 
product to product. 
 
While advisers will need to be trained on these new reporting requirements in order to be able to 
discuss them with their clients, it will also be important that the general public is also made 
aware of these new expanded cost reporting obligations.  Education about the new expanded 
cost reporting is particularly important to avoid clients drawing the conclusion that they are being 
charged additional costs, rather than simply receiving better quality disclosure.  For example, 
the effect of underlying transactions costs is already included in net performance figures.  
Furthermore, it is essential that clients and their advisers understand the link between costs and 
performance so that underlying transactions costs may be incurred in order to enhance long 
term performance.  Any education initiatives or public relations/media campaigns would help 
ensure the success of the ultimate policy goal—that is, investors understanding the additional 
transparency being disclosed and encouraging them to review and discuss with their advisers. 
 

8. Are there different challenges or issues to expanding cost reporting for investment 
dealers or other securities registrants? 

 
As we are not familiar with the business models under which investment dealers or other 
securities registrants operate, we are not in a position to answer this question. 
 
 
Implementation 
 

9. Based on the cost reporting approaches detailed in this Discussion Paper, what would 
be a realistic timeframe for implementing expanded cost reports to clients? 

 
A sufficiently long transition timeline will also be necessary to bring expanded cost information 
to clients.  We would be supportive of a minimum 3 year transition period from the publication of 
the final rule. 
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D. Conclusion  
 
BlackRock appreciates the opportunity to provide input on this important regulatory initiative and 
would be pleased to make appropriate representatives available to discuss any of these 
comments with you. We would also be happy to participate in any industry discussions.  
 
 
Sincerely, 
 

 
 
Margaret Gunawan 
Chief Compliance Officer and Secretary, BlackRock Asset Management Canada Limited 
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