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What is a conflict of interest? 

• A conflict of interest arises when there is an 
actual or perceived conflict between the 
interests of one party and their duties, 
obligations and responsibilities towards 
another party. 
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What do the CSA and IIROC say 
about conflicts of interest? 

• Identify material conflicts of interest that 
exist and that may arise 

• Address actual or potential conflicts – 
consider, avoid, supervise 

• Disclose unavoidable conflicts 
• Develop and maintain written policies 
• Educate and train all employees 

3 

Presenter
Presentation Notes
JeremyIIROC Rule 29.1:  Business Conduct - http://www.iiroc.ca/Rulebook/MemberRules/Rule00029_en.pdfIIROC Rule 42:  http://www.iiroc.ca/Rulebook/MemberRules/Rule00042_en.pdfIdentify, address, disclosePolicies and proceduresIIROC Rule 43:  http://www.iiroc.ca/Rulebook/MemberRules/Rule00043_en.pdfIIROC Guidance Note on CRM:  http://www.iiroc.ca/Documents/2012/3785cce9-b029-435b-b11d-401fd5154d9e_en.pdfNI 31-103: Registration Requirements and Exemptions - 13.4 - 13.6: Conflicts of Interest, 13.7 – 13.11: Referral Arrangements:  https://www.osc.gov.on.ca/documents/en/Securities-Category3/rule_20090717_31-103_national-instrument.pdf



What types of conflicts arise for 
Investment Dealers, their 

registrants, and employees? 
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i) General conflicts of interest 
policies for investment dealers 
that may affect all employees: 

• Personal trading 
• Gifts and entertainment 
• Private investments 
• Outside business activities 
• Charitable contributions 
• Political contributions 
• Confidential information 
• Referrals 
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ii) Firm vs Client Conflicts 
Conflicts where the firm’s interests may be in conflict with the client’s 
interests 

• The firm or its affiliates perform multiple 
roles with respect to a client transaction, 
e.g. advisor, underwriter, lender, principal 
counterparty, derivative counterparty 

• Liability trading versus agency trading in 
the same security 

• Tied-selling policies 
• Fee-based account policies 
• Referrals 6 
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LeoPhillips (Re)Mr. Phillips owned over 99 percent of the issued shares in First Leaside Wealth Management Inc, which owned First Leaside Securities Inc., the IIROC Dealer Member, of which Phillips was also the president and a director.  He and an associate convinced a number of clients to purchase risky First Leaside securities. The judgment held that Phillips “placed in himself in an unworkable conflict of interest given the number of roles he played in the various First Leaside entities, and the various ownership positions he had in the FL group. He should have just completely avoided those conflicts but , of course, this would have prevented him from diverting so much of his clients’ funds into his own pocket.”(See http://www.iiroc.ca/Documents/2013/0a108b4f-fd3d-437d-a3cc-24f21e3ad5bd_en.pdf for the full IIROC decision).Jefferies and Fidelity (American case):Jefferies & Company was fined $5.5 million for providing more than $1.6 million of improper gifts and excessive entertainment to Fidelity traders.  The improper gifts and entertainment included private chartered air travel, tickets to the 2004 Superbowl, a $75,000 bachelor party, and lavish resort and hotel accommodations.  (Seehttps://www.finra.org/newsroom/2006/nasd-fines-jefferies-company-55-million-providing-improper-gifts-and-excessive for FINRA press release)



iii) Client vs Client Conflicts 
Conflicts where one client’s interests may be in conflict with another 
client’s interests 

• New issue distributions 
• Multiple secondary market trade orders for 

a group of clients 
• Trader with dual roles – serving both bank 

clients and dealer clients in trade 
allocations 

• Corporate finance M&A mandates involving 
multiple client bids or offers 

• Research distribution policies 7 
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iv) Employee vs Client Conflicts 
Conflicts where employees may put their own interests ahead of the 
clients 

• Special employee product or service 
compensation incentives 

• Outside business activities involving issuers 
• Undisclosed referral fees 
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KellyLots of cases.Little (Re) Mr. Little, a registered representative of TD Waterhouse, accepted a gift of $500,000 from an elderly client, without disclosing it to TD Waterhouse. Found that, while it may not have prevented him from acting in the best interests of his client, it violated TDW’s internal policies and could create an appearance that he was not acting in the best interests of his client, which is detrimental to the public interest and amounted to conduct unbecoming. Also charged with failing to disclose that he had been appointed as the elderly client’s Attorney pursuant to a Power of Attorney but this breach of TDW’s internal policy was possibly inadvertent so this charge was dismissed.(See http://www.iiroc.ca/Documents/2007/711A3442-A2EC-4261-ADE2-BD67829C6D54_en.pdf for full IIROC decision)Re: Marlene LegareMs. Legare was found to have taken loans of nearly $50,000 from a client, and used her knowledge of the client’s personal circumstances, including three deaths within the client’s family over a short period of time) to exploit the client.(See http://www.mfda.ca/enforcement/hearings08/Decision2-200813.pdf for the full MFDA decision).Re:WijaysriSivasubramanMr. Sivasubraman was found to have convinced clients to invest in his own businesses, without informing them of his own interests in those businesses. These investments were not investment products known to or approved for sale by WFG Securities, his employer.(See http://www.mfda.ca/enforcement/hearings10/Reasons201002.pdf for the full MFDA decision)Michaels (Re)Mr. Michaels:performed off-book transactions; advised and assisted clients to purchase shares when his registration was restricted to the sale of mutual funds;entered into personal financial dealings with his clients (including trying to settle matters relating to the off-book transactions without the knowledge of his firm, personal repayment of funds, and receiving loans from clients who were also close friends)tried to cover up the off-book transactions when they were being investigated.He was penalized with a fine and a prohibition against applying for re-approval as an Approved Person for two months, and requirements to complete a course before re-approval. Also there will be an initial six months of close supervision if he is again registered as an Approved Person.(See http://docs.iiroc.ca/DisplayDocument.aspx?DocumentID=342DD0460A1E47DD8F12D40904B342B0&Language=en for the full IIROC decision).Ringel (Re)Among other irregularities, Ms. Ringel was found to have opened and operated accounts for her family members without their knowledge, and opened and operated an account for her church, despite the fact that she was not registered to deal with the public.(See http://investorvoice.ca/IDA/Quebec_Crime/Ringel_SA.pdf for the bulletin and settlement agreement.)



v) Employee vs Firm Conflicts 
Conflicts where the employee may put their interests ahead of the firm’s 
interest 

• Personal trading, e.g. front-running 
• Outside business activities that may 

compete with the interests of the firm or 
clients 

• Undisclosed referral arrangements 
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JeremyStevenson (Re)Stevenson accepted a $200,000 loan from a representative whom he had supervisory control over. This compromised his ability to oversee the representative. The panel notes that while the Guidelines for penalty generally refer to undisclosed personal business with a client, rather than between a representative and an officer, Stevenson’s acceptance of a loan from his subordinate still undermines the credibility of the industry and the firm, and cause risk to clients that the representative will not be properly supervised. For this and other infractions he was fined and his license was revoked for 12 months.(See http://docs.iiroc.ca/DisplayDocument.aspx?DocumentID=C1D399920F044C83815B602FEA7F05AB&Language=en for the full IIROC decision).Bortolin (Re)Mr. Bortolin carried on securities trading and other activities in the Bahamas for over ten years for himself and his clients, without disclosing them to his employer, Nesbitt Burns.This outside business activity led Mr. Bortolin to get caught up in insider trading and money-laundering investigations. While he was not directly involved in insider trading, he helped to facilitate it through wilful blindness, and his personal dealings were found to be part of his participation in money-laundering.(See http://www.iiroc.ca/Documents/2012/4304f2a1-8d06-463f-8394-b283a403e2f2_en.pdf for full IIROC decision).Michaels (Re)Mr. Michaels:performed off-book transactions; advised and assisted clients to purchase shares when his registration was restricted to the sale of mutual funds;entered into personal financial dealings with his clients (including trying to settle matters relating to the off-book transactions without the knowledge of his firm, personal repayment of funds, and receiving loans from clients who were also close friends)tried to cover up the off-book transactions when they were being investigated.He was penalized with a fine and a prohibition against applying for re-approval as an Approved Person for two months, and requirements to complete a course before re-approval. Also there will be an initial six months of close supervision if he is again registered as an Approved Person.(See http://docs.iiroc.ca/DisplayDocument.aspx?DocumentID=342DD0460A1E47DD8F12D40904B342B0&Language=en for the full IIROC decision).



vi) Vendor vs Client Conflicts 
Conflicts where vendor interests may compete with the firm or client 
interests 

• Protecting or misusing client’s confidential 
or personal information during or after the 
business relationship has ended 
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Regulatory and Legislative 
References 

• IIROC Rule 29: Business Conduct  
• IIROC Rule 42: Conflicts of Interest 
• IIROC Rule 43: Personal Financial Dealings with Clients 
• IIROC Rule 3400: Research Restrictions and Disclosure 

Requirements 
• OSC Policy 33-601: Guidelines for Policies and Procedures 

Concerning Inside Information 
• National Instrument 31-103: Registration Requirements and 

Exemptions 
• 13.4 - 13.6: Conflicts of Interest 

• National Instrument 33-105: Underwriting Conflicts 
• MFDA Rule 2: Business Conduct 

• Rule 2.1.4: Conflicts of Interest 
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JeremyIIROC Rule 29: http://www.iiroc.ca/Rulebook/MemberRules/Rule00029_en.pdfIIROC Rule 42: http://www.iiroc.ca/Rulebook/MemberRules/Rule00042_en.pdfIIROC Rule 43: http://www.iiroc.ca/Rulebook/MemberRules/Rule00043_en.pdfIIROC Rule 3400:  http://www.iiroc.ca/Rulebook/MemberRules/Rule03400_en.pdfOSC Policy 33-601: https://www.osc.gov.on.ca/en/SecuritiesLaw_pol_19980130_33-601_n.jspNational Instrument 31-103: https://www.osc.gov.on.ca/documents/en/Securities-Category3/rule_20090717_31-103_national-instrument.pdfNational Instrument 33-105: https://www.osc.gov.on.ca/documents/en/Securities-Category3/rule_20011221_33-105_ni.pdfMFDA Rule 2: http://www.mfda.ca/regulation/rules/RulesJun29-15.pdf#page=14

http://www.iiroc.ca/Rulebook/MemberRules/Rule00029_en.pdf
http://www.iiroc.ca/Rulebook/MemberRules/Rule00042_en.pdf
http://www.iiroc.ca/Rulebook/MemberRules/Rule00043_en.pdf
http://www.iiroc.ca/Rulebook/MemberRules/Rule03400_en.pdf
https://www.osc.gov.on.ca/en/SecuritiesLaw_pol_19980130_33-601_n.jsp
https://www.osc.gov.on.ca/documents/en/Securities-Category3/rule_20090717_31-103_national-instrument.pdf
https://www.osc.gov.on.ca/documents/en/Securities-Category3/rule_20011221_33-105_ni.pdf
http://www.mfda.ca/regulation/rules/RulesJun29-15.pdf#page=14


Q& A 
 

Thank  You 
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