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ARTICLE

CSA provide further f lexibility for securities registrants - CRM Specialists and CCOs
T he  Canad i an  Securi t i es Adm i n i st ra to rs (CSA) have  recen t l y announced  two  i n i t i a t i ves i n  the i r con t i nued  e ffo rts to  reduce  regu l a to ry bu rden  fo r
securi t i es reg i st ran ts:

On  June  10 ,  2020 ,  the  CSA announced tha t  they a re  upda t i ng  the i r p ract i ce  o f  requ i ri ng  a l l  po ten t i a l  advi si ng  rep resen ta t i ves to  have  i nd i vi dua l
stock-p i cki ng  experi ence .  E ffect i ve  June  10 ,  2020 ,  when  a  po rt fo l i o  m anager sponsors an  i nd i vi dua l  fo r reg i st ra t i on  as an  advi si ng  rep resen ta t i ve ,
the  i nd i vi dua l  m ay now be  i den t i f i ed  as a  cl i en t  re l a t i onsh i p  m anagem ent speci a l i st  (a  CRM  Speci a l i st ) whose  advi ce  to  cl i en ts does no t ,  and  m ay
no t ,  i ncl ude  the  se l ect i on  o f  i nd i vi dua l  secu ri t i es fo r cl i en ts.

On  Ju l y 2 ,  2020 ,  the  CSA pub l i shed  CSA No t i ce  and  Request  fo r Com m ent Gui dance  on  Reg i st ra t i on  Requ i remen ts fo r Ch i e f  Comp l i ance  Off i ce rs
(the  CCO Not i ce ),  wh i ch  p rovi des reg i ste red  f i rm s wi th  gu i dance  on  th ree  f l exi b l e  ch i e f  com p l i ance  o ff i ce r (CCO) a rrangem ents o r “m ode l s” i n  an
e ffo rt  to  p rovi de  f i rm s o f  d i ffe ren t  si zes o r busi ness m ode l s wi th  f l exi b i l i ty to  i m p l em ent the i r CCO requ i rem en ts i n  a  m anner tha t  a l i gns wi th  the i r
opera t i ona l  needs.

Bo th  o f  these  i n i t i a t i ves were  re fe rred  to  i n  the  On ta ri o  Securi t i es Com m i ssi on ’s Novem ber 2019  paper Reduci ng  Regu l a to ry Burden  i n  On ta ri o ’ s Cap i ta l
Marke ts ,  and  i f  i m p l em ented  sm oo th l y,  m ay i ndeed  assi st  i n  reduci ng  regu l a to ry bu rdens fo r speci f i c reg i st ran ts.  P l ease  see  ou r p revi ous bu l l e t i n
coveri ng  Reduci ng  Regu l a to ry Burden  i n  On ta ri o ’ s Cap i ta l  Marke ts.

Client relationship management specialists for portfolio managers

T he  CSA announced  tha t ,  e ffect i ve  June  10 ,  2020 ,  when  a  po rt fo l i o  m anager sponsors an  i nd i vi dua l  fo r reg i st ra t i on  as an  advi si ng  rep resen ta t i ve ,  the
port fo l i o  m anager m ay i den t i fy the  i nd i vi dua l  as a  CRM  Speci a l i st  whose  advi ce  to  cl i en ts does no t ,  and  m ay no t ,  i ncl ude  stock-p i cki ng .  Once
reg i ste red ,  tha t  i nd i vi dua l  wi l l  be  sub j ect  to  speci f i c te rm s and  cond i t i ons on  the i r reg i st ra t i on  l i m i t i ng  the i r advi si ng  act i vi ty.  T hese  te rm s and
cond i t i ons were  sen t  to  a l l  On ta ri o  reg i ste red  f i rm s as pa rt  o f  the  OSC’s ou treach  vi a  em a i l  o f  June  10 ,  2020  and  a re  ava i l ab l e  he re .

We hope  tha t  the  CSA wi l l  ensh ri ne  the  te rm s and  cond i t i ons i n  a  fo rm  o f  po l i cy o r gu i dance  no te  to  ensure  fu tu re  ease  o f  access and  understand i ng  o f
these  te rm s and  cond i t i ons,  when  a  f i rm  wi shes to  reg i ste r approp ri a te  i nd i vi dua l s as CRM  Speci a l i sts.  T he  OSC has sta ted  tha t  the  te rm s and
cond i t i ons a re  standard  and  non-nego t i ab l e .

1. No c lient advice on select ion of individual securit ies

T he  CRM  Speci a l i st  m ay no t  p rovi de  advi ce  to  cl i en ts re l a t i ng  to  securi t i es o f  a  speci f i c i ssuer o r m ake  recom m enda t i ons to  cl i en ts to  buy,  ho l d  o r
se l l  the  securi t i es o f  any speci f i c i ssuer.

T he  CRM  Speci a l i st  may :

Recom m end m ode l  po rt fo l i os and  poo l ed  funds constructed  by an  “un restri cted ” advi si ng  rep resen ta t i ve  o f  the  f i rm ;

De te rm i ne  asse t  a l l oca t i ons fo r cl i en t  accoun ts;  and

Form u l a te  and  d ra f t  i nvestm en t po l i cy sta tem en ts.

2. Certain act ivit ies of a CRM Specialis t  will require approval of an “unrestric ted” advis ing representat ive

T he  CRM  Speci a l i st  may  do  any o f  the  fo l l owi ng ,  p rovi ded  the  act i vi ty i s consi sten t  wi th  advi ce  p revi ousl y g i ven  o r approved  by an  “un restri cted ”
advi si ng  rep resen ta t i ve  o f  the  f i rm :

Com m un i ca te  wi th  cl i en ts regard i ng  i nvestm en ts i n  i nd i vi dua l  secu ri t i es;

Di rect  t rades i n  i nd i vi dua l  secu ri t i es to  i m p l em ent asse t  a l l oca t i on  deci si ons;  and

Di rect  t rades i n  i nd i vi dua l  secu ri t i es to  i m p l em ent accoun t  re -ba l anci ng .

3. Ability  to supervise act ivit ies of associate advis ing representat ives are limited

T he  CRM  Speci a l i st  m ay no t  revi ew o r approve  advi ce  p rovi ded  by an  associ a te  advi si ng  rep resen ta t i ve  o f  the  f i rm  concern i ng  securi t i es o f  any
speci f i c i ssuer.

T he  CRM  Speci a l i st  may  revi ew o r approve  the  advi ce  p rovi ded  by an  associ a te  advi si ng  rep resen ta t i ve  i n  respect  o f  the  associ a te  advi si ng
rep resen ta t i ve ’s:

Recom m enda t i on  o f  m ode l  po rt fo l i os and  poo l ed  funds constructed  by an  “un restri cted ” advi si ng  rep resen ta t i ve  o f  the  f i rm ;

De te rm i na t i ons o f  asse t  a l l oca t i ons fo r cl i en t  accoun ts;  and

Investm en t po l i cy sta tem en ts fo rm u l a ted  and  d ra f ted  by the  associ a te  advi si ng  rep resen ta t i ve .

Associ a te  advi si ng  rep resen ta t i ves were  no t  p revi ousl y expected  to  have  stock-p i cki ng  experi ence  and  th i s wi l l  con t i nue  to  be  the  case .  Fu rthe r,  the
CSA does no t  expect  associ a te  advi si ng  rep resen ta t i ves to  accum u l a te  stock-p i cki ng  experi ence  i f  they p l an  to  app l y to  becom e CRM  Speci a l i sts.

4. No mis leading use of t it les

T he  CRM  Speci a l i st  m ust  re fe r to  them se l ves as a  “cl i en t  re l a t i onsh i p  m anager” and  m ay no t  use  any t i t l e  tha t  cou l d  i m p l y tha t  the i r pe rm i t ted
act i vi t i es a re  m ate ri a l l y the  sam e as those  o f  an  “un restri cted ” advi si ng  rep resen ta t i ve  no t  sub j ect  to  the  te rm s and  cond i t i ons.

5. Disc losure to c lients
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T he  CRM  Speci a l i st  m ust  d i scl ose  the  l i m i ted  advi si ng  act i vi t i es tha t  they a re  pe rm i t ted  to  pe rfo rm  to  a  cl i en t  o r po ten t i a l  cl i en t .

Proposal to allow flexible CCO models for registered firms

T he  CSA d i scuss th ree  CCO m ode l s i n  the  CCO Not i ce  and  request  feedback on  the  u t i l i ty o f  these  m ode l s,  i ncl ud i ng  how these  m ode l s cou l d  best  be
i m p l em ented .  Feedback i s requested  by Sep tem ber 30 ,  2020 .  We no te  tha t  the  CCO Not i ce  si m p l y d i scusses the  m ode l s,  bu t  the re  a re  no  speci f i c ru l e
o r po l i cy changes accom panyi ng  i t .

Shared  CCO mode l:  Under th i s m ode l ,  an  i nd i vi dua l  wou l d  app l y to  be  the  CCO fo r m ore  than  one  f i rm . T he  CSA i nd i ca te  tha t  they expect  th i s
m ode l  m ay assi st  sm a l l e r f i rm s.

Mul t i p l e  CCO mode l:  Under th i s m ode l ,  a  f i rm  cou l d  app l y to  have  m u l t i p l e  CCOs, each  responsi b l e  fo r one  o r m ore  busi ness l i nes and /o r d i ffe ren t
reg i st ra t i on  ca tegori es wi th i n  the  f i rm . T he  CSA expect  tha t  l a rge r f i rm s wi th  d i st i nct  busi ness l i nes o r reg i st ra t i on  ca tegori es m ay bene f i t  f rom
i m p l em ent i ng  a  m u l t i p l e  CCO m ode l .

Speci a l i zed  CCO mode l:  Under th i s m ode l ,  an  i nd i vi dua l  cou l d  app l y to  be  the  CCO o f  a  non-t rad i t i ona l  o r speci a l i zed  f i rm , such  as a  f i n tech  f i rm ,
and  request  tha t  i ndustry-speci f i c experi ence  be  consi de red  as re l evan t  experi ence  fo r the  pu rposes o f  assessi ng  the  i nd i vi dua l ’s p ro f i ci ency to  be  a
CCO.

A f i rm  seeki ng  to  use  one  o f  these  m ode l s wou l d  app l y fo r reg i st ra t i on  o f  the  i nd i vi dua l  as CCO and  app l y fo r an  exem pt i on  f rom  app l i cab l e  restri ct i ons
i n  Na t i ona l  Instrum en t 31 -103  Reg i stra t i on  Requ i remen ts,  Exempt i ons and  Ongo i ng  Reg i st ran t  Ob l i ga t i ons (NI  31 -103),  as requ i red .  Each  app l i ca t i on
fo r reg i st ra t i on  and ,  where  requ i red ,  fo r an  exem pt i on  wi l l  be  revi ewed  by sta ff  on  a  case-by-case  basi s to  ensure  requ i rem en ts,  i ncl ud i ng  i nvesto r
p ro tect i on  m easures,  a re  m et.  T he  CCO Not i ce  se ts ou t  som e i ssues tha t  the  sta ff  wou l d  expect  an  app l i ca t i on  to  address fo r each  o f  the  m ode l s.

A l though  i t  i s som ewhat uncl ea r f rom  the  CCO Not i ce ,  we  consi de r tha t  CSA sta ff  i n tends to  a l l ow a  f i rm  to  i m p l em ent one  o f  these  m ode l s a t  th i s t i m e ,
p rovi ded  the  f i rm  fo l l ows the  gu i dance  p rovi ded  i n  the  CCO Not i ce .  I t  i s a l so  uncl ea r wha t  fo rm at the  f i na l  deci si on  on  CCO m ode l s,  i f  the re  i s one  to
be  m ade  by the  CSA, wi l l  be  d i ssem i na ted  by the  CSA. We i n tend  to  p rovi de  feedback on  th i s i ssue  to  the  CSA duri ng  the  com m ent pe ri od .

Shared CCO model

In  revi ewi ng  an  app l i ca t i on  by a  f i rm  to  desi gna te  an  i nd i vi dua l  who  ho l ds tha t  posi t i on  wi th  ano the r f i rm  as CCO, sta ff  wi l l  requ i re  the  shared  CCO and
the  sponsori ng  f i rm s to  dem onstra te  the  fo l l owi ng :

Pro f i ci ency .  T he  shared  CCO m ust  have  the  p ro f i ci ency to  act  as CCO fo r each  f i rm ’s busi ness.

Conf l i cts o f  i n te rest.  T he  shared  CCO m ust  be  ab l e  to  i den t i fy and  respond  to  exi st i ng  o r po ten t i a l  con f l i cts o f  i n te rest  resu l t i ng  f rom  the  shared
CCO m ode l .

Conf i den t i a l i ty .  T he  shared  CCO m ust  be  ab l e  to  m ee t the i r ob l i ga t i ons wi th  respect  to  p ro tect i ng  con f i den t i a l  i n fo rm at i on  o f  cl i en ts.

Capaci ty .  T he  shared  CCO m ust  have  the  capaci ty to  act  as a  CCO fo r m ore  than  one  reg i ste red  f i rm . S ta ff  wi l l  consi de r the  i nd i vi dua l ’s
com m i tm en ts a t  a l l  reg i ste red  f i rm s and  o the r com m i tm en ts (such  as ou tsi de  busi ness act i vi t i es) i n  th i s ana l ysi s.

Effect i ve  comp l i ance  system.  Fi rm s m ust  con t i nue  to  com p l y wi th  the i r NI  31 -103  ob l i ga t i ons to  m a i n ta i n  an  e ffect i ve  com p l i ance  system .

T he  CSA exp l a i n  tha t  the  shared  CCO m ode l  i s no t  i n tended  to  a l l ow CCO du t i es to  be  “ou tsourced” to  com p l i ance  consu l tan ts.  An  i nd i vi dua l  act i ng  as
a  shared  CCO m ust  st i l l  be  an  o ff i ce r,  pa rtne r o r so l e  p rop ri e to r o f  each  app l i cab l e  reg i ste red  f i rm .

Mult iple CCO model

A f i rm  wh i ch  i n tends to  desi gna te  m u l t i p l e  CCOs wi l l  be  requ i red  to  ob ta i n  an  exem pt i on  f rom  the  requ i rem en t tha t  each  f i rm  have  a  si ng l e  CCO. T he
CSA exp l a i n  tha t  i n  such  an  app l i ca t i on  fo r exem pt i on ,  the  f i rm  m ust  dem onstra te  the  fo l l owi ng :

T he  m u l t i p l e  CCO m ode l  i s approp ri a te  fo r the i r com p l i ance  system ;

Each  CCO has the i r own  separa te  responsi b i l i t i es;  and

No CCO de l ega tes o r t ransfe rs to  ano the r CCO the i r responsi b i l i t i es.

Specialized CCO model

T he  CSA suggest  tha t  a  p rospect i ve  CCO o f  a  non-t rad i t i ona l  o r speci a l i zed  f i rm , m ay st i l l  app l y fo r reg i st ra t i on  as a  CCO even  where  tha t  i nd i vi dua l
does no t  have  the  requ i si te  experi ence  se t  ou t  i n  NI  31 -103 .  Instead ,  sta ff  m ay consi de r the  i nd i vi dua l ’s re l evan t  busi ness experi ence  when  assessi ng
pro f i ci ency and  experi ence  to  be  reg i ste red  as a  CCO o f  the  f i rm . Exem pt i ve  re l i e f  m ay st i l l  be  requ i red  i f  the  p rospect i ve  CCO does no t  m ee t the
experi ence  requ i rem en ts as se t  ou t  i n  Part  3  o f  NI  31 -103 .

We a l so  no te  tha t  an  i nd i vi dua l  m ay be  consi de red  p ro f i ci en t  to  be  the  CCO under the  speci a l i zed  CCO m ode l  bu t  m ay no t  be  consi de red  p ro f i ci en t  to
be  the  CCO o f  a  reg i ste red  f i rm  wi th  a  d i ffe ren t  busi ness m ode l .  In  these  cases,  CSA sta ff  m ay recom m end te rm s and  cond i t i ons on  the  CCO’s
reg i st ra t i on  to  th i s e ffect .  As a  resu l t ,  cau t i on  wi l l  have  to  be  exe rci sed  when  a  f i rm  h i res a  speci a l i zed  CCO, as tha t  speci a l i zed  CCO m ay no t  have  the
experi ence  necessary to  qua l i fy as CCO fo r tha t  f i rm ’s busi ness.

P l ease  con tact  you r BLG l awyer o r the  au tho rs o f  th i s Bu l l e t i n  i f  you  have  any quest i ons abou t  the  CSA’s l a test  i n i t i a t i ves re l a ted  to  reg i st ra t i on  o f
cl i en t  re l a t i onsh i p  m anagem ent speci a l i sts o r f l exi b l e  CCO a rrangem ents fo r reg i ste red  f i rm s,  o r the  i m p l i ca t i ons o f  these  i n i t i a t i ves fo r you r f i rm  and  i ts
opera t i ons.
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