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RE: Proposed Amendments to MEDA Rule 2.3.1(b) (Discretionary Trading)

Quadrus Investment Services Limited (Quadrus) appreciates this opportunity to provide the following
comments regarding the Mutual Fund Dealers Association of Canada’s proposed amendments to MFDA
Rule 2.3.1(b) (Discretionary Trading).

Quadrus Investment Services Ltd. (“Quadrus”) is one of the largest mutual fund dealers in Canada with
more than 3100 registered investment representatives. It is the exclusive mutual fund dealer for
investment representatives of London Life Insurance Company and the preferred mutual fund dealer for
investment representatives of The Great-West Life Assurance Company.

Quadrus supports the MEDA’s proposal to allow member firms to engage in discretionary trading in
model portfolios for the purposes of performing fund substitutions, making changes to portfolio asset
allocations, and rebalancing. We are of the view that this would allow us to better serve our customers
with no diminution in consumer protection. By increasing the products and services that can be offered
to clients, these changes would be in important step in improving the ability of MFDA firms to offer
model portfolios. Increased choice and competition in the marketplace is the interest of the investing
public.

While supportive of the proposal, we would caution against eroding the potential benefit of greater
flexibility by appending what are in our view unnecessary requirements. For instance, we are concerned
with the potential requirement that Members be registered as a portfolio manager under securities
legislation (or be exempt from such requirement) in order to offer these services related to model
portfolios. This would place an increased burden on Members at a time when the MFDA and other
regulators are focused on reducing regulatory burden. We would encourage the MFDA to consider
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aligning registration requirements with that of the Investment Industry Regulatory Association of
Canada (IIROC) to allow for the individual responsible for discretionary trading activities to hold a
portfolio manager designation, as opposed to requiring the Member itself to become registered under
securities legislation as a portfolio manager. Provided that this individual could perform fund
substitutions, rebalancing, and changes to portfolio asset allocations, this would avoid increasing
regulatory burden for the Member while not compromising investor protection as the portfolio manager
would remain subject to the established standard of care. As an MFDA-employed portfolio manager
would have a much narrower scope of discretion than an IIROC counterpart dealing with managed
accounts, we question the necessity of holding the MFDA Member firm to a higher standard than IIROC
firms.

National Instrument 81-101, s. 3.2.04 requires sending a Fund Facts within two business days of the
purchase of a security in a managed account. Managed account is defined in National Instrument 31-1-3
as, “an account of a client for which a person or company makes the investment decisions if that person
or company has discretion to trade in securities for the account without requiring the client’s express
consent to a transaction.” We are of the view that the trades under the proposed amendment would fall
under this definition and would therefore require Fund Facts delivery two days post trade, and not on a
presale basis. It would be helpful if this understanding could be confirmed.

Notwithstanding the above-stated caveats, we would like to reiterate our support for the proposal. We
would welcome the opportunity to work in cooperation with the MFDA and provide additional
stakeholder feedback on the points we have raised.

Thank you for the opportunity to participate in this important effort to expand MFDA dealer abilities
while keeping regulatory burden to a minimum, and maintaining investor protection. We are hopeful
that these efforts will be successful thereby improving the services provided to clients and the client
experience as a whole.
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