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Dear Ms. Policdli:
Re: Referral Arrangements

Advocis is the result of the merger of the Canadian Association of Insurance and Financid
Advisors with the Canadian Association of Financid Planners. We are pleased to provide our
comments on the January 2004 Discusson Peper concerning Referrd Arrangements prepared by
the License Congderations Committee of the Canadian Council of Insurance Regulators.

Advocis recognizes that certain referrd arrangements may play an important role in expanding
the market for insurance and in hdping consumers understand the benefits of insurance and
financd planning. At the same time, we bdieve tha it is vitd that dients be fully informed that
persons meking referrds sand to gain financially, that they are protected from receiving advice
from unqudified persons and that their persond information is respected. It is ds0 essentid that
consumers be protected from potentid conflicts of interest that might arise from such referrd
arrangements.

Our comments on “Parties to Referrd Arrangement” under Part IV of the Discusson Paper fdl
into two categories: referral fees based on a percentage of the commission generated from the
referra  (commisson splitting) and referra fees caculaied in some other manner.  Where a
referra fee is to be based on commisson splitting, Advocis is of the view that the person making
the referrd, to whom the fee is to be pad, should be the holder of a life insurance licence.
However, where the fee is not @culated as a percentage of commission, we support the first of
the two options put forward by the CCIR in the Discusson Pgper, which would dlow a referrd
feeto be paid to any licenced financia service provider.
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We support disclosure to the client by the person paying the referra fee (before concluson of the
transaction and payment of the fee), athough we see no need for disclosure of the actua amount
of such fee or the way in which it is cdculated. However, our view is tha such disclosure
should be in writing.

In addition, it is important that agents should be made aware of the provisons of the Personal
Information Protection and Electronic Documents Act. In particular, atention must be paid to
the Act's requirements relating to disclosure of the uses to which a dient’s persond information
will be put.

Findly, we would like to stress how important we believe it is that a common set of rules should
aoply to referd arangements in al Canadian jurisdictions and for both mutud funds and
insurance products.

On behdf of Advocis, its 17,000 members and 50 chapters across Canada, thank you for
extending this opportunity to present our comments.

Yoursvery truly,

Beverly Brooks, MA, MBA
Vice Presdent, Public Affairs
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