
Nova Scotia Securities Commission

Rule 31 -103 (Amendment)
Registration Requirements, Exemptions and Ongoing Registrant Obligations

-and -

Amendments to National Instrument 31 -1 03
Registration Requirements, Exemptions and Ongoing Registrant Obligations

-and-

Amendments to Companion Policy 31-IO3CP
Registration Requirements, Exemptions and Ongoing Registrant Obligations

WHEREAS:

1. Pursuant to section 150 of the Securities Act, R.S.N.S. 1989, chapter 418, as
amended (the Act), the Nova Scotia Securities Commission (the Commission) has
power to make rules subject to compliance with the requirements of the Act;

2. Pursuant to section 19 of the Act, the Commission has power to issue and
publish policy statements;

3. Amendments to National Instrument 31-103 Registration Requirements,
Exemptions and Ongoing Registrant Obligations and Amendments to Companion Policy
31-1 O3CP Registration Requirements, Exemptions and Ongoing Registrant Obligations,
copies of which are attached hereto and are hereinafter called the “Rule” and
“Companion Policy” respectively, have been made a rule by one or more of the
Canadian securities regulatory authorities; and

4. The Commission is of the opinion that the attainment of the purpose of the Act is
advanced by this Instrument.

NOW THEREFORE the Commission hereby:

(a) pursuant to the authority contained in section 150 of the Act and subject to
compliance with the requirements of section 1 50A of the Act, approves the
Rule and makes the same a rule of the Commission;

(b) pursuant to the authority contained in section 19 of the Act and subject to
publication on the Commission’s website, issues the Companion Policy as a
policy statement of the Commission; and



(c) declares that the rule approved and made pursuant to clause (a) and the
issuance of the policy statement pursuant to clause (b) shall both take effect
on May 1, 2014, unless the Minister disapproves the rule or returns it to the
Commission in accordance with subsection 150A(3) of the Act in which event
the rule and the policy statement shall not be effective until the rule is
approved by the Minister.

IN WITNESS WHEREOF this Instrument has been signed by the Chair and Vice-chair
of the Commission, being the members of the Commission prescribed by the Chair
pursuant to subsection 15(3) of the Act to affend the hearing of this matter and the
quorum with respect to this mailer, on the 5th day of February, 2014.

P.BradleyFhaiH

Paul Radford’.C., Vice-chair

Attachments



AMENDMENTS TO NATIONAL INSTRUMENT 3 1-103
REGISTRA TION REQUIREMENTS,

EXEMPTIONS AND ONGOING REGISTRANT OBLIGA liONS

1. National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant
Obligations is amended by this Instrument.

2. Section 13.16 is replaced with die following:

13.16 Dispute resolution service

(1) In this section,

“complaint” means a complaint that

(a) relates to trading or advising activity of a registered firm or a representative of the firm,
and

(b) is received by the firm within 6 years of the day when the client first knew or reasonably
ought to have known of an act or omission that is a cause of or contributed to the
complaint;

“OBSI” means the Ombudsman for Banking Services and Investments.

(2) If a registered firm receives a complaint from a client, the firm must, as soon as possible, provide
the client with a written acknowledgement of the complaint that includes the following:

(a) a description of the firm’s obligations under this section;

(b) the steps that the client must take in order for an independent dispute resolution or
mediation service to be made available to the client under subsection (4);

(c) the name of the independent dispute resolution or mediation service that will be made
available to the client under subsection (4) and contact information for the service.

(3) If a registered finn decides to reject a complaint or to make an offer to resolve a complaint, the
firm must, as soon as possible, provide the client with written notice of the decision and include the
information referred to in subsection (2).

(4) A registered firm must as soon as possible ensure that an independent dispute resolution or
mediation service is made available to a client at the firm’s expense with respect to a complaint if either
of the following apply:

(a) after 90 days of the firm’s receipt of the complaint, the firm has not given the client written
notice of a decision under subsection (3), and the client has notified the independent
dispute resolution or mediation service specified under paragraph (2)(c) that the client
wishes to have the complaint considered by the service;



(b) within 180 days of the client’s receipt of written notice of the finn’s decision under
subsection (3), the client has notified the independent dispute resolution or mediation
service specified under paragraph (2)(c) that the client wishes to have the complaint
considered by the service.

(5) Subsection (4) does not apply unless the client agrees that any amount the client will claim for the
purpose of the independent dispute resolution or mediation service’s consideration of the complaint will
be no greater than $350,000.

(6) For the purposes of the requirement to make available an independent dispute resolution or
mediation service under subsection (4), a registered finn must take reasonable steps to ensure that OBSI
will be the service that is made available to the client.

(7) Subsection (6) does not apply in Québec.

(8) This section does not apply in respect of a complaint made by a permitted client that is not an
individual.

3. Paragraph 14.2(2Xj, is replaced with the following:

(j) disclosure of the finn’s obligations if a client has a complaint contemplated under section 13.16
[dispute resolution service] and the steps that the client must take in order for an independent
dispute resolution or mediation service to be made available to the client at the finn’s expense;

4. Transition — firms that registered before September 29, 2009

Except in Québec, section 13.16 of National Instrument 31-103 Registration Requirements, Exemptions
and Ongoing Registrant Obligations, as amended by this instrument, does not apply to a registered dealer
or registered adviser if -•

(a) the dealer or adviser first registered in a jurisdiction of Canada before September 29, 2009,
and

(b) the complaint was received by the firm on or before August 1, 2014.

5. Transition — firms that registered behveen September 28, 2009 and April 30, 2014

Section 13.16 of National Instrument 31-103 Registration Requirements, Exemptions and Ongoing
Registrant Obligations, as amended by this instrument, does not apply to a registered dealer or registered
adviser if

(a) the dealer or adviser first registered in a jurisdiction of Canada during the period
commencing on September 28, 2009 and ending on April 30, 2014,

(b) the complaint was received by the firm on or before August 1, 2014, and

(c) the firm complies with section 13.16 of that National Instrument as that provision was in
force on April 30, 2014.



6. Coming into force

This Instrument comes into force on May 1, 2014.
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AMENDMENTS TO COMPANION POLICY 31-103 CP
REGISTRATIONREQUIREMENTS, EXEMPTIONS AND

ONGOING REGISTRANT OBLIGATIONS

The Canadian Securities Administrators are publishing changes to the Companion Policy. These
changes come into effect when the corresponding changes to the Rule are implemented.

This Annex shows the amendments to the Companion Policy against the relevant portions of the
unofficial consolidation of NI 31-103 published on July 15, 2013.

Division 5 Complaints

13.14 Application of this Division

Investment fund managers are only subject to Division 5 if they also operate under a dealer or adviser
registration, in which case the requirements in this Division apply in respect of the activities conducted
under their dealer or adviser registration.

Registered firms in Québec must complyln Québec. a registered finn is deemed to comply with this
Division if it complies with sections 168.1.1 to 168.1.3 of the Québec Securities Act, which has
providedprovides a substantially similar regime since 2002. for comnlaint handling.

The guidance in Division 5 of this Companion Policy applies to finns registered in any jurisdiction,
including Québec.

However, section 168.1.3 of the Ouébec Securities Act, includes requirements with respect to dispute
resolution or mediation services that are different than those set out in section 13.16 of NI 31-103. In
Ouébec. registrants must inform each complainant, in writing and without delay, that if the complainant is
dissatisfied with how the complaint is handled or with the outcome, they may request the registrant to
forward a cony of the complaint file to the Autorité des marches financiers. The registrant must forward a
cony of the complaint file to the Autorité des marches financiers, which will examine the comvlaint. The
Autorité des marches financiers may act as a mediator if it considers it apnronriate to do so and the narties
agree.

13.15 Handling complaints

General duty to document and respond to complaints

Section 13.15 requires registered firms to document complaints, and to effectively and fairly respond to
them. We are of the view that registered firms should document and respond to all complaints received
from a client, a former client or a prospective client who has dealt with the registered firm (complainant).

Firms are reminded that they are required to maintain records which demonstrate compliance with
complaint handling requirements under paragraph 11 .5(2)(m).



Complaint handling policies

An effective complaint system should deal with all fonnal and informal complaints or disputes in a timely
and fair manner. To achieve the objective of handling complaints fairly, the firm’s complaint system
should include standards allowing for objective factual investigation and analysis of the matters specific
to the complaint.

We take the view that registered firms should take a balanced approach to the gathering of facts that
objectively considers the interests of

• the complainant

• the registered representative, and

• the firm

Registered firms should not limit their consideration and handling of complaints to those relating to
possible violations of securities legislation.

Complaint monitoring

The finn’s complaint handling policy should provide for specific procedures for reporting the complaints
to superiors, in order to allow the detection of frequent and repetitive complaints made with respect to the
same matter which may, on a cumulative basis, indicate a serious problem. Firms should take appropriate
measures to deal with such problems as they arise.

Responding to complaints

Types of coiiiplaints

All complaints relating to one of the following matters should be responded to by the firm by providing
an initial and substantive response, both in writing and within a reasonable time:

• a trading or advising activity

• a breach of client confidentiality ),

• theft, fraud, misappropriation or forgery

• misrepresentation

• an undisclosed or prohibited conflict of interest, or

• personal financial dealings with a client

Firms may determine that a complaint relating to matters other than the matters listed above is
nevertheless of a sufficiently serious nature to be responded to in the manner described below. This
determination should be made, in all cases, by considering if an investor, acting reasonably, would expect
a written response to their complaint.



When coiiiplaints are not made iii writing

We would not expect that complaints relating to matters other than those listed above, when made
verbally and when not otherwise considered serious based on an investor’s reasonable expectation, would
need to be responded to in writing. However, we do expect that verbal complaints be given as much
attention as written complaints. If a complaint is made verbally and is not clearly expressed, the firm may
request the complainant to put the complaint in writing and we expect firms to offer reasonable assistance
to do so.

Firms are entitled to expect the complainant to put unclear verbal issues into written format in order to try
to resolve confusion about the nature of the issue. If the verbal complaint is clearly frivolous, we do not
expect firms to offer assistance to put the complaint in writing. The firm may nonetheless ask the
complainant to put the complaint in writing on his or her own.

Tinielinefor responding to complaints

Firms should

• promptly send an initial written response to a complainant: we consider that an initial
response should be provided to the complainant within five business days of receipt of the
complaint

• provide a substantive response to all complaints relating to the matters listed under “Types
of complaints” above, indicating the finn’s decision on the complaint

A finn may also wish to use its initial response to seek clarification or additional information from the
client.

Requirements for providing information about the availability of dispute resolution or mediation services
paid for by the firm are discussed below.

We encourage firms to resolve complaints relating to the matters listed above within 90 days.

13.16 Dispute resolution service

Section 13.15 reciuires a registered firm to document and respond to each complaint made to it about any
product or service that is offered by the firm or one of its representatives. Section 13.16 provides for
recourse to an independent dispute resolution or mediation service at a registered firm’s expense for
specified comnlaints where the firm’s internal complaint hand1in process has not produced a timely
decision that is satisfactory to the client.

Registered firms may be required to make an independent dispute resolution or mediation service paid for
by the firm available to a client in respect of a cpmylamt that

“

relates to a tradm or advism activity Zf the &m ot its representatives and

h iJ ‘-1
• is raised within six years of the ate when the client knew or reasonably ought to have

known of the act or omission that is a cause of or contributed to the complaint



As soon as possible after a client makes a complaint (for example, when sending its acknowledgment or
initial response to the complaint), and again when the firm informs the client of its decision in respect of
the complaint, a registered firm must provide a client with information about

the firm’s obligations under section 13.16.

• the steus the client must take for an independent dispute resolution or mediation service to
be made available to the client at the firm’s expense, and

• the name of the independent service that will be made available to the client (outside of
Ouébec, this will normally be the Ombudsman for Banking Services and Investments
(OBSI). as discussed below) and how to contact it

A client may escalate an eligible complaint to the independent dispute resolution or mediation service
made available by the registered firm in two circumstances:

• If the firm fails to give the client notice of its decision within 90 days of receiving the
complaint (telling the client that the firm plans to take more than 90 days to make its
decision does not ‘stop the clock”). The client is then entitled to escalate the complaint to
the independent service immediately or at any later date until the firm has notified the
client of its decision.

• If the firm has given the client notice of its decision about the complaint (whether it does
so within 90 days or after a longer period’) and the client is not satisfied with the decision.
the client then has 180 days in which escalate the complaint to the independent service.

In either instance, the client may escalate the complaint by directly contacting the independent service.

We think that it may sometimes be appropriate for the independent service, the firm and the client
involved in a complaint to agree to longer notice periods than the prescribed 90 and 180 day periods as a
matter of fairness. We recognize that where a client does not cooperate with reasonable requests for
information relating to a complaint, a firm may have difficulty making a timely decision in respect of the
complaint. We expect that this would be relevant to any subseciuent determination or recommendation
made by an independent service about that complaint.

The client must. agree that the amount of any recommendation by the independent service for monetary
compensation will not exceed $350,000. This limit applies only to the amount that can be recommended.
Until it is escalated to the independent service, a complaint made to a registered firm may include a claim
for a larger amount.

Except in Ouébec. a registered firm must take reasonable steps to ensure that the dispute resolution and
mediation service that is made available to its clients for these purposes will be OBSI. The reasonable
steps we expect a firm to take include maintaining ongoing membership in OBSI as a “Participating
Firm” and, with resnect to each complaint, participating in the dispute resolution process in a manner
consistent with the firm’s obligation to deal fairly, honestly and in good faith with its client. This would
include entering into consent agreements with clients contemplated under OBSI’ s procedures.

Since section 13.16 does not annlv in respect of a complaint made by a permitted client that is not an
individual, we would not exnect a firm that only has clients of that kind to maintain membership in OBSI.



A registered firm should not make an alternativê inIependent .:dispute resolution or mediation servioe
available to a client at the same time as it fi es [raiiäbiI& Such a parallel offering
consistent with the requirement to take rea ànai1 VsIbs. toAeiure that OBSI will be the indenendént
service that is made available to the client. Excent in Otithec. we exnéct that alternative service nroviders
will only be used for purposes of section 13.16 inx tioha1cth. stances.

We would regard it as a serious compliance issueif1aflrnirniisrepresented OBSI’s services or exerted
pressure on a client to refuse OBSI’s services.

If a client declines to make use of OBSI in client abandons a complaint that
is under consideration by OBSI the registered _firrnisncii o1iiid.to nrovide another service at the
firm’s expense A firm is only required to make oiidisi±e resoliihon är mediation service available at its
expense for each complaint.

V V

Nothing in section 13.16 affects a client’s right to choose to seek other recourse, including through the
courts.

Registrants that are members of an SRO. including those that are registered in Ouébec. must also comply
with their SRO’ s requirements with respect to the provision of independent dispute resolution or
mediation services.

A registered finn must ensure that the complainant is aware of the dispute resolution or mediation
services that are available to them and that the firm will pay for the services. Registered fimis should
know all applicable mechanisms and processes for dealing with different types of complaints, including
those prescribed by the applicable SRO.

In Québec, registrants must inform each complainant, in writing and without delay, that if the complainant
is dissatisfied with how the complaint is handled or with the outcome, they may request the registrant to
fonvard a copy of the complaint file to the Autorité des marches financiers. The registrant must forward a
copy of the complaint file to the Autorité des marches financiers, which will examine the complaint. The
Autorité des marches financiers may act as a mediator if it considers it appropriate to do so and the parties
agree.

Registrants who do business in other sectors

Some registrants are also registered or licensed to do business in other sectors, such as insurance. These
registrants should inform their clients of the complaint mechanisms for each sector in which they do
business and how to use them.
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