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June 28, 2019

The Council of Ministers
Cooperative Capital Markets Regulatory System

Dear Sirs/Madams,
I am pleased to submit to you the Annual Report of the Capital Markets Authority
Implementation Organization (CMAIO) for the period April 1, 2018, to March 31, 2019.
We look forward to continuing to work with the governments of British Columbia, New
Brunswick, Nova Scotia, Ontario, Prince Edward Island, Saskatchewan, Yukon and Canada
(Participating Jurisdictions) as we assist in the implementation of the Cooperative Capital
Markets Regulatory System (Cooperative System) and the transition to the Capital Markets
Regulatory Authority (CMRA).
Yours truly,

William A. Black, Chair
Capital Markets Authority Implementation Organization
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Message from the Chair

William A. Black

The creation of the pan-Canadian securities regulator took a significant step forward during the
past year. On November 9, 2018, the Supreme Court of Canada ruled that the implementation
of the Cooperation System in accordance of the terms of the Memorandum of Agreement
(MOA) to create the Cooperative System is constitutionally valid.
The Court’s unanimous decision paves the way for the provinces and territories that have
signed the MOA to complete and pass the legislation required to create the CMRA. However,
the constitutional challenge contributed to a delay in establishing a new date to launch the
CMRA. With the Court’s decision in hand, the participating jurisdictions are reviewing the
launch milestones. We look forward to the completion of the review and the announcement of a
new launch timeline by the Council of Ministers, who represent the governments involved.
Subsequent to year-end, Nova Scotia signed the Memorandum of Agreement to join the
Cooperative System. The CMAIO Board held a meeting in Halifax last September after the
Nova Scotia government announced its intention to join. It was an excellent opportunity to meet
with local market participants, who expressed strong support for the initiative. I am delighted to
officially welcome my home province into the fold and we look forward to working with Finance
Minister Karen Casey, her officials and the team at the Nova Scotia Securities Commission.
The CMAIO Management Team, led by our CEO, Kevan Cowan, has done a prudent job of
managing CMAIO’s funding while new launch timelines are being established. The team
continues to make solid progress in planning the integration of the participating regulatory
organizations with the on-going support of the leadership and employees of those organizations.
Thanks, on behalf of the Board, to the Council of Ministers and their officials for their continued
support for the Cooperative System. Thanks also to my fellow Board members for their
excellent advice, engagement and dedication to the project.
We look forward to continuing our progress towards the creation of a new, modernized panCanadian securities regulator.
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Message from the CEO

Kevan Cowan
The team at CMAIO continued to make good progress during the past year to ensure that the necessary
infrastructure is in place for a smooth transition from the current securities regulatory regime to the
Cooperative System.
In working towards that objective, it is my privilege to spend a great deal of time meeting with our partners
in government and many external stakeholders, including issuers, registrants, retail and institutional
investors, and members of the legal and accounting professions. The widespread support for the initiative
is warmly welcomed and highly appreciated. Thanks to all of you who have continued to call for this new
chapter in Canadian securities and systemic risk regulation.
The unanimous and clear Supreme Court of Canada decision validated the Cooperative System. The
decision generated strong interest from market participants who are enthusiastic about the benefits of this
historic initiative. I continue to attend industry events and meet with a host of groups and individuals to
provide updates on the work we are doing, answer questions and listen to feedback. I also had the
opportunity to appear before the Senate’s Standing Committee on Banking, Trade and Commerce to
support their study of financial stability issues.
We work closely with the leaders of the participating regulatory organizations (PRO) and their employees.
Workstreams are in place to develop processes to support harmonized CMRA rules in local jurisdictions,
design an effective organization structure, create the tools to manage systemic risk in our capital markets
and build the information technology infrastructure needed to support those initiatives.
I was particularly energized by a series of town halls held in June 2018, in Vancouver, Regina, Toronto
and Saint John with employees from the PROs. Based on surveys we conducted, as well as my personal
interactions, PRO employees are enthusiastic about joining CMRA and confident the new regulator will
improve the securities regulatory framework. The town halls were a great opportunity to brief employees
on the work that is being done by some of their colleagues to prepare for the integration and to ensure
they are prepared to work with market participants for a seamless transition to CMRA.
I want to thank the leaders of the participating regulatory organizations, their employees, the team from
the Canadian Securities Transition Office and of course the members of the CMAIO Executive Team and
Project Management Office for their work on the project during the past year.
Together with the participating governments, we will move forward to ensure the pan-Canadian regulator
is positioned to fulfill its mandate: providing strong investor protection, more efficient capital formation and
access to capital markets, integrated policy development, harmonized securities laws, effective systemic
risk management and a more effective voice for Canada in international regulatory initiatives.
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I

Cooperative Capital Markets Regulatory System

The Participating Jurisdictions are implementing the Cooperative System, which will lead to the
creation of the CMRA, with separate regulatory and adjudicative/tribunal divisions.
The goals of this initiative, as outlined in the MOA signed by the governments of the
Participating Jurisdictions, are:
(i) foster more efficient and globally competitive capital markets in Canada and facilitate the
raising of capital from investors across Canada and internationally through more integrated
markets governed by innovative, responsive and flexible regulation on the basis of common
standards reflected in cooperatively-developed regulations consistently applied;
(ii) provide increased protection for investors through a combination of more consistent and
active compliance activities, more effective enforcement against misconduct and improved
coordination with police and prosecution authorities both within and outside Canada;
(iii) strengthen Canada’s capacity to identify and manage systemic risk on a national basis; and
(iv) enable Canada, through the single voice of a new cooperative capital markets regulator, to
play a more empowered and influential role in international capital market regulatory initiatives.
In addition, the Cooperative System will preserve the elements of the current system that work
well, including the capacity to weigh and consider local perspectives, and will achieve needed
reforms.
Nova Scotia Joins the Cooperative System
Subsequent to year end, the Council of Ministers announced that Nova Scotia had signed the
MOA and officially joined the Cooperative System. The Council of Ministers continues to invite
other provinces and territories to participate in the Cooperative System — and come together to
modernize Canada’s capital markets regulation, make our markets more competitive and better
protect investors. The Participating Jurisdictions are committed to implementing the Cooperative
System in a manner that is respectful of non-participating jurisdictions and that provides
certainty to market participants.
Supreme Court Case
The federal government and British Columbia, joined by other intervening provinces, appealed a
May 2017 decision by the Quebec Court of Appeal to the Supreme Court of Canada. The
Quebec court ruled that certain elements of the Cooperative System are unconstitutional. In
addition, the Quebec government appealed the Quebec court’s ruling in support of the
constitutionality of the Capital Markets Stability Act.
Last November, the Supreme Court of Canada unanimously ruled in Reference re PanCanadian Securities Regulation, 2018 that both the Cooperative System and the Capital
Markets Stability Act are constitutional.
II

Capital Markets Authority Implementation Organization

On July 20, 2015, the Participating provinces and territories incorporated CMAIO under the
Canada Not-for-profit Corporations Act to assist in the transition to and implementation of the
CMRA. CMAIO’s mandate is set out in its articles of incorporation:
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(a)
to assist in the transition to and implementation of CMRA, including assisting in the
transition to and implementation of:
(i)

the regulatory division of CMRA; and

(ii)

the adjudicative division of CMRA;

(b)
to manage and carry out the operational merger of existing provincial and territorial
securities regulatory bodies or operations, as the case may be, from Participating Jurisdictions
into CMRA; and,
(c)
to do all such other things as are incidental or ancillary to the attainment of the foregoing
purposes and the exercise of the powers of CMAIO.
The Government of Canada, through CSTO and pursuant to a funding agreement, has
committed to providing up to $30 million to fund CMAIO’s implementation activities. The funding
was based on the expectation that CMRA would be operational in 2016. CMAIO is working with
CSTO and the Participating Jurisdictions to review implementation plans to ensure that there is
funding to deliver on the commitments in the MOA over a longer launch horizon.
As noted later in this report, CMAIO continues to make progress on initiatives to ensure a
smooth integration of the participating regulatory organizations. Initiatives that will not become
stale-dated are completed or underway and CMAIO management and the Project Management
Office have undertaken to lead and execute projects to allow staff at the participating regulatory
organizations who are performing work related to the Cooperative System to continue to focus
on current regulatory initiatives.
Update on CMRA launch timeline
The Participating Jurisdictions announced in May 2018 that the Cooperative System would not
launch at the end of 2018, mindful of the case before the Supreme Court of Canada.
With the Court’s decision that the Cooperative System is constitutional, the Participating
Jurisdictions are in the process of completing a review of the launch timeline. The objective is
to proceed in a manner that provides certainty to all involved and to take the time necessary to
provide a smooth transition for market participants.

III

CMAIO Board of Directors and Management Team

The members of CMAIO’s Board of Directors have extensive capital markets experience and
are broadly representative of the regions of Canada. In fulfilling CMAIO’s mandate, the Board is
accountable to the Council of Ministers, which is comprised of Ministers responsible for capital
markets regulation in each provincial and territorial Participating Jurisdiction and the Minister of
Finance for Canada. Each Minister is accountable to his or her government and legislature for
the Cooperative System.
The Board has four standing committees responsible for assisting the Board in fulfilling its
responsibilities by focusing on specific areas of the Board’s responsibilities and operations:
•
•

Finance and Audit
Governance and Communications
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•
•

Human Resources and Compensation
Integration and Implementation

The following table lists the Board of Directors and summarizes their committee assignments
and attendance at full Board meetings and committee meetings during the year:
Board Committees
I&I4

Board of
Directors

F&A¹

G&C²

Number of
meetings

5

5

1

4

1

3

William Black

5

5*

1*

4*

1*

3*

Andrea Bolger

5

5

Mary Condon

5

1

3

Joan Dunne

5

Gary Girvan

5

1

Rory Godinho

5

1

Nancy Hopkins

5

Peter Klohn

5

Doug Knight

4

Jill Leversage

5

Harold MacKay

5

John McCoach

5

Jean-Pierre
Ouellet

4

Vicky Sharpe

5

Eric Tripp

5

HR&C³

Joint
meeting
G&C and I&I
Committees

3

5
3
1

3

1

3

1

3

1

3

4

2
5

1
4
1

4

3

4

1. Finance & Audit
2. Governance & Communications
3. Human Resources & Compensation
4. Implementation & Integration
*Ex officio member
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The members of the Management Team are:
Kevan Cowan, CEO/Chief Regulator
Mr. Cowan is a financial services industry executive who has held varied strategic,
management, operational, regulatory and policy roles across multiple business lines.
He was with TMX Group Inc. from 1997 to 2015, serving as President of TSX Markets and
Group Head Equities since 2008. In that role, he was head of TMX’s largest line of business,
which included the Toronto Stock Exchange, TSX Venture Exchange, Alpha Exchange and
TMX Select. From 2007 to 2009, Mr. Cowan was President of the TSX Venture Exchange and
based in Calgary. Prior to joining the TMX Group, Mr. Cowan was a partner in corporate
securities law at Smith Lyons LLP (now part of Gowling WLG).
Keith Persaud, Chief Administrative Officer
Mr. Persaud started with CMAIO in January 2016 in the role of Chief Administrative Officer.
Prior to joining CMAIO, he was Senior Vice President, Finance and Administration, at the
Investment Industry Regulatory Organization of Canada for eight years. Mr. Persaud has also
held senior roles in corporate development and strategy in the investment industry.
Linda Cowan, Chief Information Officer
Ms. Cowan had been the Chief Information Officer at the British Columbia Securities
Commission (BCSC) for four years, where she was managing the Information Management,
Data Governance, and Technology teams in defining strategies that align with the business.
Prior to joining the BCSC, Ms. Cowan held IT Management positions at KPMG Canada, the
Canadian Venture Exchange and the Vancouver Stock Exchange.
Joe Annibale, Director, Procurement and Facilities Management
Mr. Annibale was previously the Manager, Administration for the Ontario Securities Commission
(OSC), where he had been directing the OSC’s facilities management services, real estate
lease negotiations, renovation projects, insurance program, and procurement program, among
other corporate administrative responsibilities. Prior to that role, Mr. Annibale had been the
Manager, Finance and Administration for the Information Technology Division of the Ontario
Ministry of Consumer and Commercial Relations.
Lee Hollister, Director, Project Management Office
Ms. Hollister joined the British Columbia Securities Commission (BCSC) in 2012. Prior to
joining the BCSC she was a Program Manager at BlackBerry and a Senior Project Manager at
Bell. Ms. Hollister holds a Bachelor of Arts degree from McMaster University and is a certified
Project Management Professional (PMP).
Morag MacGougan, Corporate Secretary
Ms. MacGougan began with CSTO in 2010 and was appointed the Corporate Secretary of
CMAIO in 2016. She was previously Vice President and Corporate Secretary of the Investment
Industry Association of Canada and held senior roles in the Investment Dealers Association of
Canada prior to that.
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Frank Panzetta, Director, Finance
Mr. Panzetta was previously with the OSC in the role of Controller, managing the OSC’s finance
function and had held that role since 1999. Prior to joining the OSC, Mr. Panzetta held
managerial roles in accounting and finance.
Frank Switzer, Chief Communications Officer
Mr. Switzer has extensive corporate communications experience in both the public and private
sectors. He served as the global head of corporate communications for Sun Life Financial and
the global head of external communications for Scotiabank. Prior to that, Mr. Switzer was the
Director of Communications for the OSC, and held senior communication roles at the Ontario
Legislature and for an international infrastructure development company.
Ramona Tobler, Chief Human Resources Officer
Ms. Tobler has provided strategic human resources advice and guidance to executive and
senior leadership teams in both large international and small entrepreneurial organizations.
Prior to joining CMAIO, she was with Aviva Canada, where she held roles as Senior
Organizational Change Consultant, VP Human Resources Business Partner, and most recently
People Integration Lead - RBC Insurance Acquisition Home & Auto Division.

Compensation for Board of Directors and Management
CMAIO considers the Board of Directors and all members of the executive management team to
be key personnel for the organization. Total compensation for the Board and executive
management personnel for the period is outlined in the table below:
Period ended
March 31, 2019

Period ended
March 31,
2018

Salaries and benefits for management staff¹

$2,794,6782

$3,048,9583³

Director’s fees

$883,037

$1,214,285

Total

$3,677,715

$4,263,2433³

1. Total includes: Salaries and benefits for the full period of this report for the Management
Team noted above
2. Total reflects cost coverage by the Ontario Securities Commission for the Director, of
Procurement and Facilities Management and Director, Finance effective December 1,
2018.
3. Totals for the period ended March 31, 2018, have been restated to include the Director,
Project Management Office as part of the Management Team.
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IV

Report on Activities

The initiative to create the Cooperative System is split into two phases:
Phase I – Legislation and regulation
Representatives from the Participating Jurisdictions are responsible for the legislative
requirements of creating the Cooperative system. This includes the development of the
legislative framework, establishment of the CMRA entity and the legal integration of the
regulatory operations of the Participating Jurisdictions’ securities regulators.
Phase II – Integration
As noted earlier, the CMAIO Board is mandated to manage the operational integration of the
PROs. To fulfill its responsibilities, the Board established a list of objectives it deemed
necessary to complete the effective launch of CMRA.
Progress on FY2019 objectives was affected by the uncertainty surrounding the new launch
date arising from the uncertainty regarding the Supreme Court of Canada decision on the
constitutionality of the Cooperative System, and resolution of Phase I dependencies and
funding. Despite these factors, significant progress was made on a number of objectives. The
following highlights CMAIO’s key initiatives and accomplishments towards those objectives,
which can be grouped into two broad categories:
1.

Managing the integration

To ensure a smooth integration process, CMAIO works collaboratively with the Participating
Jurisdictions, the leadership of the PROs and their employees. Thirteen workstreams have
been established, some of which are led by CMAIO staff while others are co-led by staff from
the PROs. The CMAIO management team and Project Management Office oversee these
workstreams and work with PRO leaders to leverage the expertise of their staff; in addition to
their assigned duties, approximately 50 staff from these organizations contribute their
knowledge and skills to the integration activities. The CMAIO Board is committed to
communicating with market participants to ensure they understand the rationale behind the
development of the Cooperative System and the benefits it is designed to deliver.
Objective
Manage the Master Implementation
Plan

•

•
•

Lead Phase II workstreams

•

Progress
Continued proactive identification of risks,
milestones and issues; regular meetings
with program leads on status, risks,
resources and issues
Continued reporting to the CMAIO Board on
progress, issues and risks
Achieved progress with fewer resources
compared to FY2018 level due to aligning
resources to committed funding over a
longer timeline
CMAIO took on a greater role in advancing
workstream activities as PROs scaled back
employee involvement pending re-set of
launch timelines
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•
Engage PRO leadership and
employees in Change Management

•

Continue stakeholder outreach

•

•
Complete CMRA brand development
and begin the roll-out

•

Focus on activities that would not become
stale-dated
CMAIO CEO Kevan Cowan held a series of
town halls with PRO employees to bring
them up-to-date on integration planning;
next series of town halls will be scheduled
for FY2020
CMAIO CEO continues to meet with
stakeholders across the country, including
corporate and stakeholder group leaders;
government officials, relevant Ministers and
their staff; and regulatory officials in both
participating and non-participating
jurisdictions
CMAIO sponsored a stakeholder event in
Halifax in Q2
CMRA brand/logo development completed;
brand roll-out will be scheduled after launch
timelines are updated

Key Objectives for 2020 (subject to clarification of funding and launch timelines)
•
•
•
•
•
•
•
2.

Manage the Master Implementation Plan
Manage or lead the Phase 2 workstreams
Continue to engage PRO leadership and employees in change management
Continue stakeholder outreach
Plan rollout of new CMRA brand
Complete development of CMRA intranet
Substantially complete development of CMRA website
Building out CMAIO and contributing to strong governance

To fulfill CMAIO’s mandate, the Board is charged with ensuring that the operational, financial
and governance requirements are in place to successfully launch CMRA. In addition, CMAIO’s
Board works with the Participating Jurisdictions to establish a mechanism for working with nonParticipating Jurisdictions, and to develop reporting protocols with the Council of Ministers to
support oversight.
Objective
Advance the Organization Design;
recruit General/Legal Counsel

•
•
•

Advance the Total Rewards Strategy

•

Progress
Layer 4 organization design completed
Launch structure for all local offices
completed
General Counsel recruitment deferred due to
the delay of launch timelines and to
conserve funding
Initial work commenced, including the
development of principles and preliminary
activity on the framework
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•
Develop Language Guidelines

•

Develop a mechanism for working with
non-participating regulatory
organizations

•

•

Consult with Council of Ministers on
legislation, regulation and
integration/transfer agreements;
develop accountability framework with
Council of Ministers

•

Developed options to ensure pension
continuity for employees
Draft Languages Guidelines prepared and
have received an initial review by the
Transition Committee and Board
Initial discussions with some non-PROs after
Supreme Court of Canada decision
announced; more detailed negotiations
deferred until new launch timelines
announced
Discussions held to consider including
CMAIO representative on CSA Systems
Governance Committee as an observer
Work deferred until new launch timelines
announced

Key Objectives for 2020 (subject to clarification of funding and launch timelines)
•
•

•
•
•
•
•

Define the CMRA organization structure implementation strategy
Advance Total Rewards strategy, including a pension solution for continuity, mobility and
fairness; development of a benefits framework; and, the advancement of a
compensation structure
Advance development of Language Guidelines
Continue to build relations with non-participating regulatory organizations
Review and consult with the Council of Ministers on legislation, regulation and
integration transfer agreements
Advance work on an accountability framework with the Council of Ministers
Further development of an orientation program on duties of a regulatory Board to
provide additional information as needed to Directors
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MANAGEMENT DISCUSSION AND ANALYSIS (in thousands of dollars)
This Management’s Discussion and Analysis (“MD&A”) contains management’s interpretation of the
Capital Markets Authority Implementation Organization’s (“CMAIO”) financial performance for the 2019
fiscal year ended March 31, 2019, compared with the previous fiscal year ended March 31, 2018. While
the financial statements reflect actual financial results, the MD&A explains these results from
management’s perspective and sets out CMAIO’s plans for the year ahead.
This MD&A should be read in conjunction with CMAIO’s 2019 Financial Statements and related notes.
Together, the MD&A and financial statements provide key information about CMAIO’s performance and
ability to meet its objectives.
Important information about this MD&A
•
•
•

•

•
•
•
•

•
•

The information in this MD&A is prepared as of June 19, 2019, which is the date it was approved
by the Board of Directors.
The terms “we”, “us” and “our” refer to the Capital Markets Authority Implementation
Organization.
This MD&A contains forward-looking information and statements regarding strategies,
objectives, expected operations and financial results, which are based on CMAIO’s current views
of future events and financial performance.
The words “believe”, “plan”, “intend”, “estimate”, “expect”, “anticipate” and similar
expressions, as well as future conditional verbs, such as “will”, “should”, “would” and “could”
often identify forward-looking statements.
The words “plan” and “budget” are synonymous in this MD&A and are used interchangeably.
Both describe the planned budget revenue and expenses for the related fiscal year.
Unless otherwise specified, references to a year refer to CMAIO’s fiscal period ended March 31.
Notes to the financial statements refer to CMAIO’s 2019 Notes to the Financial Statements.
All financial information has been prepared in accordance with Canadian accounting standards
for not-for-profit organizations (“ASNPO”) using the deferral fund method of reporting
externally restricted contributions, as described in Revenue Recognition in note 3 to the
financial statements.
Amounts shown in this MD&A are expressed in thousands of Canadian dollars.
Due to rounding, some variances may not reconcile, and analysis of components may not sum to
the analysis for the grouped components.
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About CMAIO
On July 20, 2015, the Capital Markets Authority Implementation Organization (“CMAIO”) was
established on behalf of the governments of British Columbia, New Brunswick, Ontario, Prince Edward
Island, Saskatchewan, Yukon (“Participating Provinces and Territories”) as a not-for-profit corporation
under the Canada Not-for-profit Corporations Act to serve as an interim body to assist in the transition
to and implementation of the Capital Markets Regulatory Authority (“CMRA”). The participating
provinces and territories along with the government of Canada form the “Participating Jurisdictions”.
CMAIO commenced operations on August 8, 2016. On April 10, 2019, Nova Scotia joined as a
Participating Jurisdiction.
CMAIO is accountable for managing and executing the operational merger of existing provincial and
territorial securities regulatory bodies (“Participating Regulatory Organizations or PRO”) from
Participating Jurisdictions into CMRA. In executing this accountability, CMAIO (i) assists in the transition
to and implementation of the regulatory and adjudicative/tribunal divisions; (ii) consults with
Participating Jurisdictions on legislation and regulations; (iii) obtains advice and counsel from PROs on
the operational merger; and (iv) does all such other things that are incidental or ancillary to achieve the
launch of CMRA.
Financial highlights
The following table summarizes key financial highlights for CMAIO for the year ended March 31, 2019,
together with the comparative budget and comparative results to the year ended March 31, 2018.

(in thousands of dollars)
Expenses
Revenue
Funding received
Add: recognition of deferred contributions
Less: deferred contributions
Investment income
Total
Excess of revenue over expenses
Cash provided by (used in) operating activities
Purchase of equipment and intangible assets
Increase (Decrease) in cash
Cash
Net financial assets(i)

2019
Budget

2019
Actual

2018
Actual

7,124

4,952

6,506

5,713

4,130
1,802
(999)
19
4,952
-

4,807
3,458
(1,802)
43
6,506
-

(1,133)
(282)
(1,415)

(1,183)
(230)
(1,413)

938
388

2,353
1,409

(i)
Being Cash, Accounts receivable, Accounts payable and accrued liabilities, net, which is a nonGAAP measure.
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Priorities
The budget for the 2019 fiscal year was prepared by CMAIO to accomplish a number of priorities that
were identified in the business plan. For the year April 1, 2018 to March 31, 2019, the CMAIO Board of
Directors (“Board”) approved several objectives, which included among others:
• Managing the Master Implementation Plan by using internal project management and employee
resources to proactively oversee the launch of CMRA.
• Having CMAIO managers continue to lead and perform more activities for the operational /
regulatory or Phase 2 workstreams in their areas of accountability to assist PROs with their
employee resource management.
• Advancing negotiations with non-participating provinces on the implementation of an interface
to formalize CSA relations.
• Advancing the development of the organizational design beyond the senior management layer.
• Engaging leaders and employees from the PROs in change management initiatives.
• Advancing the total reward strategy for CMRA.
• Continuing stakeholder outreach and completing CMRA brand development initiatives.
• Negotiating with participating governments to secure additional funding.
We did not expect that the Chief Adjudicator would be appointed in 2019, nor did we expect the
recruitment process to begin. Therefore, we did not include an amount for this initiative in the 2019
budget.
The total amount budgeted in the period to achieve these objectives is $7,124. Actual expenses for the
year ended March 31, 2019 totaled $4,952 (2018 - $6,506). The differences between the budgeted costs
and actual costs are explained below.
Operating results
Funding
The Government of Canada, through the Canadian Securities Transition Office (“CSTO”), has committed
to provide up to $30 million to support CMAIO’s implementation activities. The disbursement of these
funds is subject to a funding agreement (the “Agreement”) between CSTO and CMAIO, signed on August
9, 2016. Management believes that the maximum funding of $30 million is insufficient to complete an
effective launch of CMRA, particularly since the launch date, which was initially less than two years, has
been delayed and remains uncertain. We continue to discuss the matter of additional funding with the
Participating Jurisdictions.
The Agreement requires CMAIO to submit a Business Plan and budget to CSTO for approval. CMAIO’s
Board approved a budget of $7,124 and a Business Plan for 2019 that was submitted to CSTO. The
budget reflected the need to conserve funds while awaiting a launch date. It included measures such as,
a reduction of Board compensation, described below, and deferral of executive recruiting. Given the
uncertainty of the constitutional challenge at the time, approval of the Business Plan and budget was
deferred. CMAIO, however, in discussions with the Participating Jurisdictions, proceeded with launch
activities that would not become stale dated. CSTO provided monthly funding based on the $7,124
budget, to finance CMAIO.
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Subsequently, in response to (i) the impact on the launch timeline resulting from the constitutional
challenge; and (ii) the deferral of the Business Plan approval, CSTO, in discussions with the Participating
Jurisdictions, placed a monthly funding limit of $450 effective October 1, 2018. The limit is calculated as
$350 for operating costs, including all employee resources, and $100 for spending on workstream
initiatives. Currently, with a favourable Supreme Court of Canada decision, the Participating Jurisdictions
are considering a new launch timeline. It is anticipated that the funding limits could remain in place
until a resolution of a new launch date and path to additional funding.
In 2019, CSTO provided a total of $4,130 (2018 - $4,807) in funding to CMAIO. CMAIO follows the
deferral method of accounting for contributions. In accordance with ASNPO, CMAIO has deferred
unused contributions to a subsequent period. Any residual funds held by CMAIO are required to be
returned to CSTO.
Contributed materials and services provided by CSTO, Ontario Securities Commission (OSC) and the
Financial and Consumer Services Commission of New Brunswick (FCNB) are not recognized in the
financial results.
Expenses
The Board approved a temporary reduction in their compensation to help preserve funding. The
compensation reduction was comprised of a 24% decrease in retainer rates and fewer meetings. These
changes to Board compensation resulted in a budget reduction of $376, as captured in the final
approved 2019 budget.
Additionally, given the continued uncertainty surrounding the launch timeline, CMAIO acted with
increased prudence in the use of remaining launch funding. Steps taken to reduce and defer spending
included postponing the recruitment of additional staff and delaying work on initiatives that would
become stale dated.
During the year, CMAIO secured an agreement with the OSC and the FCNB whereby these organizations
would cover the costs of staff on secondment to CMAIO from their respective organizations. These
agreements became effective on December 1, 2018 and January 1, 2019, respectively and resulted in
compensation cost savings for CMAIO of approximately $195 in 2019.
As a result, total expenses were $4,952 for the year (2018 – $6,506), which is $2,172, or 30% lower than
the amount budgeted. Below we provide explanations for the major categories that contribute to the
variances against the budget and last year’s results.

(in thousands of dollars)

% of expenses

Compensation and benefits
86.4%
External services
8.2%
Other administration
5.1%
Amortization
0.3%
Total expenses
100.0%
* Positive result denotes a favourable variance

2019
Actual

2019
Budget

4,279
406
252
15
4,952

4,714
1,898
488
24
7,124

Variance*
$
%
435
1,492
236
9
2,172

9%
79%
48%
38%
30%

2018
Actual
4,857
1,137
497
15
6,506

Variance*
$
%
578
731
245
1,554

12%
64%
49%
0%
24%
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Compensation and benefits
The total for compensation and benefits is made up of staff compensation costs and compensation costs
for the members of the Board. These two components are discussed separately below.
Compensation and benefits – Staff

Variance from prior year: Staff compensation and benefits costs were $289 (8%) lower this year than
the prior year. This variance is primarily due to (i) the reduction in the number of staff resources as one
project manager who left the organization in 2018 was not replaced ($80); (ii) the impact of the savings
achieved from the OSC’s and FCNB’s agreement to cover the cost of their respective secondees ($195);
and (iii) the reduction of short-term incentive payments ($141). These savings were partially offset by
the year over year increases in salaries and benefits for staff on hand.
Variance from current year budget: Staff compensation and benefits costs were $375 (10%) lower than
the amount planned for the current year. The reasons for the variance are similar to those described in
the comparison to the prior year above. The project manager was expected to be recruited in October
2018 and an executive position was expected to be recruited in January 2019. Additionally, short-term
incentive payments for staff were reduced by $115 in an effort to conserve funding.
Compensation and benefits – Board

Variance from prior year: Director compensation was $289 (25%) lower this year than the prior year.
The temporary change in the Board’s retainer fees, as described earlier, accounted for $203 of the
variance. The balance is the result of fewer Board/Committee meetings taking place this year. There
were 5 meetings held this year compared to 7 held last year. Additionally, two of the meetings were
held by teleconference to conserve funding. Partially offsetting the savings is the full 2019 participation
of one director who was appointed in Q4 of 2018.
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Variance from current year budget: Director compensation was $60 (6%) lower this year than the
amount planned for the current year. This variance is due to a lower number of meetings than planned
and the conversion of in-person meetings to meetings by teleconference.
External Services

Variance from prior year: External service costs comprise costs paid to consultants, for external legal
support, and for insurance. These costs were $731 (64%) lower this year than the prior year. The
variance is due to limiting spending on external legal and consulting support in order to conserve
funding. For example, spending for external legal support on various matters was limited to $2 in 2019,
compared to $140 spent in 2018. Additionally, recruitment costs of $81 incurred in 2018 were zero in
2019 since no additional recruiting took place. Spending on the development of the CMRA brand was
lower in 2019, as most of the work for this initiative took place in 2018. Some of the work in 2019 on
developing a total rewards strategy was completed utilizing staff resources, resulting in spending $270
less compared to last year. Spending was also lower for information technology initiatives by $134,
because implementation costs for the intranet and website, incurred in the previous year, were not
required in 2019.
Variance from current year budget: External service costs were $1,492 (79%) lower this year than the
amount planned for the current year. This variance is due to the continued uncertainty surrounding the
CMRA launch timeline and management’s focus on conserving funding and restricting work to initiatives
that would not become stale. This resulted in deferring work to develop CSA requirements ($350),
reduced spending on progressing a total rewards and benefits approach ($286) and on information
technology projects ($695). Furthermore, $282 of the amount budgeted for external services for
information technology was capitalized as intangible assets for the development of the website. We also
spent $108 less for general legal support.
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Other Administration

Variance from prior year: Other administration costs, which include travel and hospitality costs as well
as training costs, were $245 (49%) less than prior year mainly as a result of lower travel costs. Fewer
meetings of the Board of Directors resulted in less travel for both staff and members of the Board.
Additionally, staff took fewer trips to conserve funding.
Variance from current year budget: Other administration costs were $236 (48%) lower than the amount
planned for the current year. The variance can be attributed to the reduction in travel noted above,
coupled with the deferral of training.
Other
No Tribunal costs were incurred because the Chief Adjudicator was not appointed during the year.
CMAIO shares office space with CSTO and premises costs for this space is borne by CSTO, as outlined in
the funding agreement.
Liquidity and financial position
CMAIO had net financial assets of $388 as at March 31, 2019 (2018 - $1,409). Net financial assets
comprise cash of $938 (2018 - $2,353) and accounts receivable of $28 (2018 - $50), partially offset by
accounts payable and accrued liabilities of $578 (2018 - $994). This nonGAAP measure is used to
monitor CMAIO’s liquidity and helps management ensure that CMAIO can cover its liabilities.
Cash
At March 31, 2019, CMAIO held cash of $938. Cash flows from operating activities resulted in a decrease
in the cash balance of $1,133 (2018 – increase of $1,183). The purchase of equipment and the
development of the website resulted in an additional decrease in cash of $282 (2018 - $230). The ending
cash balance will be used to pay the remaining liabilities as well as cover costs projected in the 2020
budget, as funding for 2020 will be reduced by the amount of deferred contributions.
Accounts receivable
Accounts receivable were $28 (2018 - $50) and consist mainly of the amount recoverable from the
Government of Canada for GST and HST paid during the second half of the year of $26. The balance
comprises interest earned on our cash balances in March 2019.
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Prepaid expenses
Prepaid expenses totaled $88 (2018 - $137) and consist of the cost of prepaid flight passes ($26), the
prepaid portion for information technology services ($38) and prepaid insurance ($24).
Equipment and intangible assets
Equipment totaling $11 (2018 - $23) comprises mainly computing and mobile devices for staff and
Directors. Intangible assets total $512 (2018 - $233), mainly for the development of the CMRA website,
and for software purchases. During the year, $282 was spent on the development of the website. The
website is being developed for CMRA and accordingly, no amortization is being taken on these amounts.
Accounts payable and accrued liabilities
Accounts payable and accrued liabilities totaled $578 (2018 - $994) and comprise $89 (2018 -$236) in
trade payables and $489 (2018 - $758) in accrued staff and director compensation. Employee incentive
awards were reduced this year in an effort to conserve funding.
2020 Business Plan
In February 2019, the CMAIO Board approved a business plan for fiscal 2020 that considered (i) the
continued prudent use of the current available funding in light of the extended launch timeline; (ii) the
adherence to the imposed monthly funding limit of $450; and (ii) the need to address funding over the
extended launch timeline. The total budget approved for 2020 is $4,692.
The plan for 2020 focuses on moving workstream initiatives forward using existing resources and
prioritizing activities appropriately for the extended launch timeline. Accordingly, the following
objectives, among others, are planned for 2020, subject to clarification of funding and launch timeline:
• Managing the Master Implementation Plan
• Leading the Phase 2 workstreams
• Progress development of CSA relations
• Advancing total rewards development
• Defining the CMRA organization structure implementation strategy and approach
• Engaging PRO leadership and employees in change management and values
• Increasing stakeholder outreach following the pause leading up to the Supreme Court decision
• Reviewing and consult the Council of Minsters (CoM) on legislation and regulations
• Developing with the CoM the accountabilities for CMRA
• Consulting with CoM on integration / transfer agreements
• Negotiating with participating governments to secure additional funding at the appropriate time
Given the delay in the launch timeline, recruitment of the Chief Adjudicator, as well as staff to support
the Chief Adjudicator, will not occur in fiscal year 2020.
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Independent Auditor’s Report

Grant Thornton LLP
11th Floor
200 King Street West, Box 11
Toronto, ON
M5H 3T4
T +1 416 366 0100
F +1 416 360 4949

To the Members of
Capital Markets Authority Implementation Organization

Opinion
We have audited the financial statements of Capital Markets Authority Implementation
Organization (“CMAIO”), which comprise the statement of financial position as at March 31,
2019, and the statements of operations and changes in net assets and cash flows for the
year then ended, and notes to the financial statements, including a summary of significant
accounting policies.
In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of CMAIO as at March 31, 2019, and the results of its operations and its
cash flows for the year then ended in accordance with Canadian accounting standards for
not-for-profit organizations.
Basis for opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards.
Our responsibilities under those standards are further described in the Auditor's
responsibilities for the audit of the financial statements section of our report. We are
independent of CMAIO in accordance with the ethical requirements that are relevant to our
audit of the financial statements in Canada, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.
Responsibilities of management and those charged with governance for the financial
statements
Management is responsible for the preparation and fair presentation of these financial
statements in accordance with Canadian accounting standards for not-for-profit
organizations, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.
In preparing the financial statements, management is responsible for assessing CMAIO’s
ability to continue as a going concern, disclosing, as applicable, matters related to a going
concern and using the going concern basis of accounting unless management either intends
to liquidate CMAIO or to cease operations, or has no realistic alternative to do so.

grantthornton.ca
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Those charged with governance are responsible for overseeing CMAIO’s financial reporting
process.
Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with Canadian generally
accepted auditing standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.
As part of an audit in accordance with Canadian generally accepted auditing standards, we
exercise professional judgment and maintain professional skepticism throughout the audit.
We also:
•

Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

•

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of CMAIO's internal control.

•

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

•

Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on CMAIO's ability
to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's
report. However, future events or conditions may cause CMAIO to cease to continue as
a going concern.

•

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Toronto, Canada
June 19, 2019

Chartered Professional Accountants
Licensed Public Accountants
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Capital Markets Authority Implementation Organization
Statement of Financial Position
March 31
Assets
Current
Cash
Accounts receivable (Note 4)
Prepaid expenses

2019

2018

938,060
27,537
87,685
1,053,282

$ 2,352,770
50,080
136,784
2,539,634

10,703
512,333

23,310
233,244

$ 1,576,318

$ 2,796,188

$

$

$

Equipment (Note 5)
Intangible assets (Notes 3, 6)

Liabilities
Current
Accounts payable and accrued liabilities
Deferred contributions (Note 7)

577,535
998,783
1,576,318

Net assets
Unrestricted

994,069
1,802,119
2,796,188

-

-

$ 1,576,318

$ 2,796,188

On behalf of the Board

Director

Director

See accompanying notes to the financial statements.
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Capital Markets Authority Implementation Organization
Statement of Operations and Changes in Net Assets
Year ended March 31

2019

2018

$ 4,933,336
18,830
4,952,166

$ 6,463,244
43,140
6,506,384

4,279,033
406,215
251,877
15,041

4,857,286
1,137,118
497,070
14,910

4,952,166

6,506,384

Excess of revenue over expenses

-

-

Net assets, beginning of year

-

-

Revenue
Funding (Note 2)
Investment income

Expenses
Compensation and benefits
External services
Other administration
Amortization

Net assets, end of year

$

-

$

-

See accompanying notes to the financial statements.
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Capital Markets Authority Implementation Organization
Statement of Cash Flows
Year ended March 31

2019

2018

Increase (decrease) in cash and cash equivalents
Operating
Excess of revenue over expenses
Items not involving cash
Amortization of equipment
Amortization of intangible assets

$

Net change in non-cash working capital items
Accounts receivable
Prepaid expenses
Accounts payable and accrued liabilities
Deferred contributions

Cash flows from operating activities
Investing
Purchase of equipment
Purchase of intangible assets

Net change in cash during the year
Cash, beginning of year
Cash, end of year

$

-

$

-

12,607
2,434

12,475
2,435

15,041

14,910

22,543
49,099
(416,534)
(803,336)

51,263
21,148
385,934
(1,655,964)

(1,148,228)

(1,197,619)

(1,133,187)

(1,182,709)

(281,523)

(1,117)
(229,489)

(281,523)

(230,606)

(1,414,710)

(1,413,315)

2,352,770

3,766,085

938,060

$ 2,352,770

See accompanying notes to the financial statements.
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Capital Markets Authority Implementation Organization
Notes to the Financial Statements
March 31, 2019
1.

Nature of operations

Capital Markets Authority Implementation Organization (the “Organization”, or “CMAIO”) was
incorporated on July 20, 2015 as a not-for-profit corporation without share capital under the Canada
Not-for-Profit Corporations Act.
The Organization is exempt from income tax under Section 149(1) of the Income Tax Act.
The Organization has been incorporated to assist in the transition to and implementation of the Capital
Markets Regulatory Authority (“CMRA”). This includes (i) assisting in the transition to and
implementation of the regulatory and adjudicative/tribunal divisions; (ii) managing and executing the
operational merger of existing provincial and territorial securities regulatory bodies or operations from
Participating Jurisdictions into CMRA; and (iii) doing all such other things that are incidental or ancillary
to achieve the above.

2.

Funding

The Organization is funded by the Federal government through a funding agreement with the
Canadian Securities Transition Office (“CSTO”). The operations of the Organization are dependent on
the funding it receives from CSTO. The termination of this agreement would have a material adverse
impact on the Organization’s results and financial position.
All funding received from CSTO is considered externally restricted based on the terms within the
funding agreement whereby any residual funds held by CMAIO shall be returned to CSTO.
Effective October 1, 2018, CSTO placed a monthly funding limit of $450,000 on CMAIO. The limit is
calculated as $350,000 for operating costs, including all employee resources, and $100,000 for
spending on workstream initiatives.

3.

Summary of significant accounting policies

These financial statements have been prepared by management in accordance with Canadian
accounting standards for not-for-profit organizations (“ASNPO”). The more significant accounting
policies adopted are outlined below.
Use of estimates
The preparation of the Organization’s financial statements in conformity with ASNPO requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and the disclosure of contingent assets and liabilities at the statement of financial position
date and the reported amounts of revenues and expenses during the reporting period. Due to the
inherent uncertainty involved in making estimates, actual results could differ from those estimates.
Financial instruments
The Organization’s financial instruments comprise cash, accounts receivable and accounts payable.
Financial assets and liabilities are initially recognized at their fair value. The Organization subsequently
measures all financial assets and financial liabilities at amortized cost, except for cash, which is
recorded at fair value.
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Capital Markets Authority Implementation Organization
Notes to the Financial Statements
March 31, 2019
3.

Summary of significant accounting policies (continued)

Equipment
Equipment is recorded at cost and is being amortized over its estimated useful life. The annual
amortization rate is as follows:
Computer equipment

3 years straight-line

The estimated useful life of equipment is reviewed by management and adjusted if necessary.
When equipment no longer contributes to the Organization’s ability to provide services, its carrying
amount is written down to its residual value.
Intangible assets
Intangible assets comprise computer software and website development costs.
Computer software is recorded at cost and amortized over its useful life.
Computer software

3 years straight-line

Website developments costs represent costs incurred to develop the CMRA website. The
Organization has elected to capitalize these costs. Although the website is being developed by the
Organization, it will not be used until after the launch of CMRA. Accordingly, no amortization is being
taken on these amounts by CMAIO. Website development costs are recorded at cost.
When an intangible asset no longer contributes to the Organization’s ability to provide services, its
carrying amount is written down to its residual value.
Revenue recognition
The Organization follows the deferral method for recognizing externally restricted contributions,
whereby funding received is initially recorded as deferred contributions and is recognized as revenue
in the year in which the related expenses are incurred.
Contributed materials and services
The following contributed goods and services are not reflected in these financial statements.
Under the terms of the funding agreement with CSTO, CSTO provides the Organization with
administrative support services and office space at no cost to the Organization.
The Ontario Securities Commission (“OSC”) approved an agreement whereby they will not require full
reimbursement for staffing resources currently on secondment to CMAIO, effective December 1, 2018.
Similarly, the Financial and Consumer Services Commission of New Brunswick approved an
agreement to absorb the full cost of one staff resource currently on secondment to CMAIO effective
January 1, 2019.
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Capital Markets Authority Implementation Organization
Notes to the Financial Statements
March 31, 2019
4.

Accounts receivable
2019

Miscellaneous receivables
GST/HST receivable

5.

$

1,258
26,279

$

2,752
47,328

$

27,537

$

50,080

Equipment

Cost
Computer equipment

6.

2018

$

37,731

Accumulated
Amortization
$

27,028

$

2019

2018

Net Book
Value

Net Book
Value

10,703

$

23,310

Intangible assets

Cost

Computer software
Website development costs

Accumulated
Amortization

2019

2018

Net Book
Value

Net Book
Value

$

7,304
511,012

$

5,983
-

$

1,321
511,012

$

3,755
229,489

$

518,316

$

5,983

$

512,333

$

233,244

The website is being developed for CMRA and accordingly, no amortization is being taken on these
amounts.

7.

Deferred contributions

2019

2018

Deferred contributions, beginning of year
Funds received
Less: revenue recognized

$ 1,802,119
4,130,000
(4,933,336)

$ 3,458,083
4,807,280
(6,463,244)

Deferred contributions, end of year

$

$ 1,802,119

998,783

32

Capital Markets Authority Implementation Organization
Notes to the Financial Statements
March 31, 2019
8.

Financial instruments

Transactions in financial instruments may result in the Organization assuming or transferring to
another party one of more of the financial risks described below. The required disclosures provide
information that assists users of the financial statements in assessing the extent of risk related to
financial instruments.
Credit risk
The Organization’s credit risk is primarily with respect to its accounts receivable. Given the nature and
source of outstanding receivables, the Organization does not consider credit risk to be significant.
Interest rate risk
Interest rate risk is the risk that the fair value (price risk) or future cash flows (cash flow risk) of a
financial instrument will fluctuate because of changes in market interest rates. The Organization is not
exposed to interest rate risk due to the nature of their financial instruments.
Liquidity risk
The Organization’s liquidity risk represents the risk that the Organization could encounter difficulty in
meeting obligations associated with financial liabilities. The Organization is exposed to liquidity risk
mainly in respect of its accounts payable. The Organization manages liquidity risk by maintaining cash
balances in excess of outstanding obligations.
Currency risk
Currency risk is the risk to the Organization that arises from fluctuations in foreign exchange rates.
The Organization is not exposed to significant currency risk as transactions in foreign currencies are
limited.
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