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Dear Ms. Michelle Tittley: 

Bill C-13 introduced on October 4, 2011 
Prohibited Investment Rules under Part XI.01 

 
IFIC is writing to make representations in respect of the Committee’s upcoming review of Bill C-13 
tabled in the House of Commons on October 4, 2011. IFIC Members include mutual fund management 
companies, fund distributors and organizations that provide services to the industry. The mutual fund 
industry currently manages $749 billion of client assets – approaching 30% of Canadians’ financial 
wealth. It provides services to 12 million investors nationwide through 300,000 advisors and other fund 
company and distributor staff. Our industry also delivers on government policy initiatives by promoting 
the use of tax-assisted savings plans. 

The Bill would implement the 2011 Budget proposal to extend the “prohibited investment” rules to 
registered retirement savings plans (“RRSP’s”) and registered retirement income funds (“RRIF’s”) 
(together, “retirement plans”). The consequences of holding a prohibited investment in a retirement 
plan are draconian: tax equal to 50% of the fair market value of the asset and 100% of any income or 
gains derived from the asset while in the plan. We respectfully submit that these rules will inadvertently 
and inappropriately penalize retirement plans that hold what should otherwise be considered legitimate 
investments. The prospects of this happening are quite high. IFIC Members have over $749 billion in 
assets, close to 80% of which are in retirement plans. Our Members are already aware of some clients 
who would be considered offside.  
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Ms. Michelle Tittley 
Re: Bill C-13 introduced on October 4, 2011 / Prohibited Investment Rules under Part XI.01 
October 28, 2011 

 

 

IFIC is already working with the Department of Finance in an effort to develop a more reasonable and 
balanced legislative response to the concerns that led to the enactment of the prohibited investment 
rules. As a result of our initial efforts, proposed Regulation 5000 was drafted to prescribe certain 
investments as not being prohibited investments. However, the rules still apply too broadly. Copies of 
our two written submissions that describe some of our other concerns and recommendations, dated 
September 16th and 28th are enclosed. IFIC is aware that other organizations share similar concerns 
with these rules. 
 
IFIC respectfully requests that the Committee exercise its discretion/authority to not approve the 
enactment of any of the relevant amendments contained within clauses 63 to 68 of the Bill that would 
extend the prohibited investment concept to RRSPs and RRIFs. Rather, these provisions should be 
referred back to the Department of Finance for further discussion and consultation. In our view, it is far 
better to “get the rules right” in the first place than to subject taxpayers to harsh penalties and possible 
assessments while waiting for the lengthy and uncertain process to introduce retroactive relieving 
legislation. In our experience, it takes a considerable amount of time for taxpayers to successfully lobby 
for technical amendments.  
 
IFIC would be pleased to provide further information or answer any questions you may have. Please feel 
to contact James Carman, Senior Policy Advisor, Taxation by email at jcarman@ific.ca or, by phone 416-
309-2323. 

The Investment Funds Institute of Canada 

 

Yours sincerely, 

 

mailto:jcarman@ific.ca

