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                                                                                                               September 10, 2018 

Ted Cook 

Director General, Tax Legislation 

Department of Finance Canada 

Tax Legislation Division 

140 O’Connor Street 
Ottawa, Ontario 

K1A 0G5 

 
Delivered via Email: fin.gsthst2018-tpstvh2018.fin@canada.ca. 

 
Dear Sirs and Mesdames: 
 

Re:  Consulting Canadians on Draft Tax Legislative Proposals - beneficial ownership reporting 

requirements for trusts  

 

Overview 

 
The Portfolio Management Association of Canada (PMAC), through its Industry, Regulation & Tax 
Committee, is pleased to have the opportunity to provide comments on Department of Finance Canada 

(Finance) – Consulting Canadians on Draft Tax Legislative Proposals (the Consultation).  

 
General Comments 

 

As background, PMAC represents over 250 investment management firms that collectively manage over 
$1.8 trillion in assets under management, all of whom are registered as portfolio managers with one or 
more of the Canadian Securities Administrators (CSA).  PMAC members manage investment portfolios for 

private individuals, institutions, foundations, universities and pension plans.  
 
Our submission herein is focused on the proposed beneficial ownership reporting requirements for certain 
trusts set out in the Consultation. We believe that this particular proposal would adversely impact the 

ease of doing business in Canada to the detriment of the many Canadian savers that are invested in unit 
trusts (commonly called “pooled funds” in the industry), all as more fully set out below.  
 

Pooled Fund Exemption 

 

PMAC supports Finance’s efforts to bolster information gathering to improve corporate transparency. 
However, PMAC believes that there is an important fairness issue created by the proposed beneficial 

ownership reporting requirements for certain types of trusts set out in the Consultation.  
 
The Consultation proposes beneficial ownership reporting requirements for certain trusts for 2021 and 
subsequent taxation years. These reporting measures would require that certain trusts provide additional 

information about beneficial ownership by filing a T3 return where such a reporting obligation does not 
currently exist. The measures apply to express trusts resident in Canada and to non-resident trusts that 
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are currently not required to file a T3 return. The supplementary information1 in respect of Federal Budget 

2018 noted that the new reporting is designed to determine taxpayer liabilities, as well as to counter 
money laundering and other criminal activities. Budget 2018 also proposes the introduction of monetary 

penalties for the late filing of such T3 returns.   
 
Importantly, however, the proposed requirement would exempt certain trusts from the proposed reporting 

requirements. Included in the list of exempted trusts are mutual fund trusts (MFTs) and segregated 
funds. Pooled funds, however, have not been carved out and, as such, would be required to report the 
identity of all trustees, beneficiaries and settlors of the trust, as well as the identity of each person who 
has the ability to exert control over trustee decisions regarding the appointment of income or capital of 

the trust.  
 
We believe that pooled funds should be carved out based on the same rationale that MFTs and segregated 
funds were carved out.  Without this exemption, the reporting measures, as currently drafted, would 

adversely impact the ease of doing business in Canada to the detriment of the many Canadian savers that 
are invested in pooled funds. We have set out below some background on the utility and cost-
effectiveness of pooled funds to explain the importance of the negative consequences that the new 

reporting requirements applying to pooled funds but not to MFTs and segregated funds, will have on 
Canadian investors.   
 
Pooled Funds: why they matter to so many Canadians 

 
A pooled investment vehicle offers Canadians, particularly the middle class, with access to various asset 
classes on a cost-effective basis given the ability to find economies of scale by pooling investments and 

sharing costs. Canadian individual investors and pension plans invest in these pooled funds as retirement 
savings vehicles. As referenced above, according to a Strategic Insight report from 2017, Canadians have 
$65 billion invested in pooled funds and the majority of these investments are funds available through 
employer sponsored defined contribution pension plans.  

 
Many portfolio managers offer pooled funds which are investment funds that are very similar to mutual 
funds but which are offered pursuant to exemptions from the prospectus requirements under securities 

laws. The prospectus-exempt investors in these pooled funds are not necessarily high net worth 

individuals, instead, they can be managed accounts of a portfolio manager and/or various retirement and 
other savings vehicles that are eligible to invest in them. Pooled funds are typically offered at substantially 
lower costs than mutual funds and give access to different asset classes to middle class Canadians.  

 

PMAC has been engaged in advocacy with Finance for a number of years with respect to the need to 
provide investors in pooled funds with the same treatment and benefits as investors who are invested in 
MFTs (and in some cases, segregated funds), based on the very technical differences between these types 
of investment vehicles. For tax purposes, PMAC has consistently taken the position that pooled funds and 

MFTs ought to be treated similarly for the benefit of investors.  
  
PMAC is generally supportive of Finance’s efforts announced in Budget 2017 to collaborate with the 
provinces and territories on a national strategy to strengthen the transparency of legal persons and legal 
arrangements to improve the availability of beneficial ownership information. We are similarly supportive 

of the 2016 Mutual Evaluation Report recommendation from the Financial Action Task Force regarding the 
need for access to accurate and current beneficial ownership information. However, the reporting 

requirements proposed in the Consultation would unfairly impact pooled funds, vehicles through which 
many Canadians are invested for their retirement savings through defined contribution pension plans 
without any policy rationale articulated for the difference in treatment between MFTs and pooled funds. 

 

If there is a principled policy reason to exclude MFTs and segregated funds from this type of beneficial 

ownership reporting, the same policy principle must also extend to pooled funds which are, in essence, 

                                                 
1 At page 15.  
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the same type of trust vehicle. We believe that any undue compliance burden on pooled funds in this 
respect is unwarranted and is likely an unintended negative consequence that should be corrected well in 

advance of the coming into force of these reporting requirements.  

 
Exchange-Traded Funds (“ETFs”) 

 

PMAC also has concerns that certain ETFs do not qualify as MFTs (by virtue of not having 150 beneficiaries 
at a given time) and do not fit under any of the other proposed exemptions from the beneficial ownership 
reporting requirements set out in the Consultation. For units of trusts traded on stock exchanges, the fund 

manager does not have visibility into the ultimate beneficial holders of the trust.  This is because ETF units 
are typically held by one registered holder, The Canadian Depository for Securities Limited (“CDS”).  In 
order to invest in an ETF, an account with a broker-dealer would need to be opened.  Thus, CDS 
intermediates between the fund manager and broker-dealers who have the ultimate contractual 

relationship with the underlying beneficial owners of the ETF units.  An ETF manager would not have 
access to the beneficial ownership information of the ETFs they manage and the ETF industry would need 
to implement an operational solution to meet the proposed reporting requirement under the Consultation. 

 

PMAC’s Request 
 
We request that Finance include an additional exemption from the beneficial ownership reporting 

requirement for trusts that qualify as an “investment fund” (without regard to the requirement to follow a 
reasonable policy of investment diversification under subparagraph (b)(iii)) as defined in subsection 
251.2(1) of the Income Tax Act (Canada) to ensure that pooled funds and ETFs are excluded from this 

reporting requirement, in recognition of similarities between these types of trusts with MFTs, as well as to 
reduce regulatory costs passed on to investors of investment funds.   
 

Conclusion 

Thank you for the opportunity to participate in this Consultation. We would be pleased to continue the 
dialogue on this important issue and discuss the recommendations included in this submission in more 

detail. 

 
If you have any questions regarding this submission, please do not hesitate to contact Katie Walmsley 
(kwalmsley@portfoliomanagement.org) at (416) 504-7018.   

 
Yours truly; 
PORTFOLIO MANAGEMENT ASSOCIATION OF CANADA 
                                  

 
 

Katie Walmsley Margaret Gunawan 
President 
Portfolio Management Association  

Managing Director – Head of Canada Legal & 
Compliance 

of Canada BlackRock Asset Management Canada 
Limited 
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