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Federal Financial Institutions Legislative and Regulatory Reporter
T he  Reporte r p rovi des a  m on th l y sum m ary o f  Canad i an  federa l  l eg i sl a t i ve  and  regu l a to ry deve l opm ents o f  re l evance  to  federa l l y regu l a ted  f i nanci a l
i nst i tu t i ons.  I t  does no t  address Canad i an  p rovi nci a l  f i nanci a l  se rvi ces l eg i sl a t i ve  and  regu l a to ry deve l opm ents,  a l though  th i s i n fo rm at i on  i s t racked  by
BLG and  can  be  p rovi ded  on  request .  In  add i t i on ,  pu re l y techn i ca l  and  adm i n i st ra t i ve  changes (such  as changes to  report i ng  fo rm s) a re  no t  cove red .
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Issues Paper on  the  Im p l em enta t i on  o f  the  Recom m enda t i ons o f  the  Task Force  on  Cl i m a te -re l a ted  Fi nanci a l
Di scl osu res (T CFD)

T he  In te rna t i ona l  Associ a t i on  o f  Insu rance  Supervi so rs (IA IS) and  Susta i nab l e  Insu rance  Forum  (SIF)
pub l i shed  an  Issues Paper on  the  Im p l em enta t i on  o f  the  Recom m enda t i ons o f  the  Task Force  on  Cl i m a te -
re l a ted  Fi nanci a l  Di scl osu res (T CFD).

A vast  m a j o ri ty o f  i nsu re rs expect  cl i m a te  change  to  a ffect  the i r busi ness;  however,  wh i l e  the  l a rgest  g l oba l l y
act i ve  i nsu re rs have  m ade  p rog ress on  i m p l em enta t i on  o f  T CFD-a l i gned  d i scl osu res,  i m p l em enta t i on  i s l ow
across the  secto r as a  who l e .

T he  paper i den t i f i es a  num ber o f  a reas where  supervi so rs can  encourage  streng thened  d i scl osu res th rough
the  app l i ca t i on  o f  exi st i ng  supervi so ry too l s.

To  support  supervi so rs’ e ffo rts to  assess the  i m pact  o f  cl i m a te -re l a ted  ri sks to  the  i nsu rance  secto r and  he l p
reso l ve  cha l l enges,  i ncl ud i ng  a round  pub l i c d i scl osu re ,  the  IA IS and  SIF wi l l  do  fu rthe r work on  cl i m a te -
re l a ted  ri sk i n  the  i nsu rance  secto r ove r the  course  o f  2020 ,  focussi ng  speci f i ca l l y on  top i cs such  as
en te rp ri se  ri sk m anagem ent,  co rpo ra te  governance ,  i nvestm en t and  d i scl osu re .

 

OSFI
February
26 ,  2020

Gu i de l i ne  A:  2020  L i fe  Insu rance  Cap i ta l  Adequacy Test  (L ICAT ):  Pub l i c Consu l ta t i on

Gu i de l i ne  A:  L i fe  Insu rance  Cap i ta l  Adequacy Test  (L ICAT ) becam e e ffect i ve  on  January 1 ,  2018 .  S i nce  i ts
i m p l em enta t i on ,  OSFI has been  m on i to ri ng  i nsu re r resu l ts to  assess whe the r the  test  i s opera t i ng  as
i n tended .

As com m un i ca ted  by OSFI i n  i ts Novem ber 24 ,  2017  l e t te r,  any i ssues uncovered  m ay be  m od i f i ed ,  as
appropri a te .  Recen t l y,  OSFI i den t i f i ed  an  aspect  o f  the  test  tha t ,  due  to  the  m ethodo l ogy,  causes som e
unwarran ted  vo l a t i l i ty i n  i n te rest  ra te  ri sk requ i rem en ts fo r pa rt i ci pa t i ng  (pa r) p roducts.  To  address th i s,  today,
OSFI i s p roposi ng  to  upda te  the  L ICAT  f ram ework and  pub l i sh  a  2020  ve rsi on  o f  the  L ICAT  (2020  L ICAT ).
Upda tes tha t  a re  be i ng  p roposed  a ffect  the  requ i rem en t fo r the  pa r cred i t  f l oo r (see  L ICAT  sect i ons 5 .1 .2 ,
9 .1 .2  and  9 .3 ).  Recogn i zi ng  tha t  the  change  cou l d  resu l t  i n  an  i n i t i a l  i ncrease  i n  cap i ta l  requ i rem en ts fo r
som e i nsu re rs,  OSFI i s p roposi ng  tha t  the  i m pact  be  phased-i n  ove r si x quarte rs.

OSFI a l so  no tes tha t  the  cu rren t  word i ng  o f  the  gu i de l i ne  m ay l ead  to  a  m i si n te rp re ta t i on  o f  OSFI 's
expecta t i ons fo r how an  i nsu re r wou l d  m ee t the  cond i t i ons fo r cl a i m i ng  pa r cred i t ,  as we l l  as the  t rea tm en t o f
nega t i ve  d i vi dend  stab i l i za t i on  rese rves o r o the r si m i l a r experi ence  l eve l i ng  m echan i sm s (see  L ICAT  sect i ons
2 .1 .2 .10  and  9 .1 .1 ).  T here fo re ,  OSFI p roposes cl a ri fyi ng  these  expecta t i ons i n  the  2020  L ICAT  gu i de l i ne .

OSFI wi l l  consi de r a l l  com m ents i n  f i na l i zi ng  the  2020  L ICAT  gu i de l i ne .  A sum m ary o f  i ndustry com m ents
rece i ved  a l ong  wi th  OSFI 's responses m ay be  posted  on  OSFI 's websi te  when  the  f i na l  gu i de l i ne  i s re l eased ,
p l anned  fo r m i d -2020 .  I t  wi l l  becom e e ffect i ve  on  tha t  da te .

Com m ents
by M arch
26 ,  2020

House  o f
Com m ons

January
29 ,  2020

Bi l l  C-4 ,  Canada–Un i ted  Sta tes–Mexi co  Agreement Imp l ementa t i on  Act , 1st  Sessi on ,  43 rd  Parl i amen t was
i n troduced  i n  the  House  o f  Com m ons on  January 29 ,  2020 . I t  rece i ved  2nd  read i ng  and  re fe rra l  to  the
Stand i ng  Com m i t tee  on  In te rna t i ona l  T rade  on  February 6 ,  2020 .  T he  B i l l  C-4  enactm en t i m p l em ents the
agreem ent be tween  Canada ,  the  Un i ted  Sta tes o f  Am eri ca  and  the  Un i ted  M exi can  Sta tes,  done  i n  Buenos
Ai res on  Novem ber 30 ,  2018 ,  as am ended  by the  p ro toco l  o f  am endm ent to  tha t  ag reem ent,  done  i n  M exi co
Ci ty on  Decem ber 10 ,  2019 .

T he  genera l  p rovi si ons o f  the  enactm en t se t  ou t  ru l es o f  i n te rp re ta t i on  and  speci fy tha t  no  recourse  i s to  be
taken  on  the  basi s o f  sect i ons 9  to  20  o r any o rde r m ade  under those  sect i ons,  o r on  the  basi s o f  the
p rovi si ons o f  the  ag reem ent,  wi thou t  the  consen t  o f  the  a t to rney genera l  o f  Canada .

B i l l  C-4  am ends l eg i sl a t i on  i ncl ud i ng ,  bu t  no t  l i m i ted  to :  the  Bank Act,  Canada  Deposi t  Insu rance
Corpora t i on  Act,  Fi nanci a l  Admi n i st ra t i on  Act,  Insu rance  Compan i es Act,  and  the  Trust  and  Loan  Compan i es
Act .
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Con tro l  i n  Fact (Revi sed)

Effect i ve
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T h i s advi so ry p rovi des gu i dance  on  facto rs tha t  OSFI consi de rs i n  de te rm i n i ng  whe the r con tro l  i n  fact  exi sts
i n  a  pa rt i cu l a r si tua t i on .  T he  facto rs revi ewed  i n  th i s advi so ry a re  no t  exhaust i ve  and  no  facto r i s necessari l y
de f i n i t i ve  i n  m aki ng  a  de te rm i na t i on .

OSFI
January
2020

Corpora te  Nam es, Reg i ste red  Nam es and  T rade  Nam es (Revi sed)

T h i s advi so ry se ts ou t  facto rs tha t  the  superi n tenden t  genera l l y consi de rs as pa rt  o f  the  assessm ent o f
whe the r:  (a ) the  co rpo ra te  o r t rade  nam e o f  a  Canad i an  federa l l y regu l a ted  en t i ty i s p roh i b i ted ;  (b ) the
corpo ra te ,  reg i ste red  o r t rade  nam e o f  a  fo re i gn  regu l a ted  en t i ty i s p roh i b i ted ;  and  (c) a  regu l a ted  en t i ty
shou l d  be  d i rected  no t  to  use  a  pa rt i cu l a r t rade  nam e.

Effect i ve

OSFI
January
2020

M ergers Invo l vi ng  Fore i gn  En t i t i es

OSFI has pub l i shed  a  new advi so ry tha t  se ts ou t  OSFI ’s genera l  vi ews and  expecta t i ons regard i ng  m ergers o f
approved  fo re i gn  en t i t i es (AFE) under the  l aws o f  the i r hom e j u ri sd i ct i ons wi th  o the r en t i t i es.   I t  a l so  se ts ou t
OSFI ’s genera l  understand i ng  o f  such  m ergers,  and  re l a ted  requ i rem en ts o f  the  Bank Act and  the  Insu rance
Compan i es Act.  M ergers d i scussed  i n  th i s advi so ry resu l t  i n  one  o r m ore  o f  the  m erg i ng  en t i t i es ceasi ng  to
exi st ,  desp i te  any am a l gam at i on -l i ke  l anguage  con ta i ned  i n  re l a ted  m erger ag reem ents.   Fo r the  reasons
no ted  i n  th i s advi so ry,  i n  a  m erger where  the  absorbed  en t i ty i s an  AFE, the  su rvi vi ng  en t i ty m ust  a l so  be ,
e ffect i ve  on  o r be fo re  the  m erger,  an  AFE.

Effect i ve

Fi nanci a l
S tab i l i ty
Board

January
30 ,  2020

Correspondence  wi th  ISDA on  p re -cessa t i on  t ri gge rs

In  Novem ber 2019 ,  the  co -cha i rs o f  the  FSB’s Off i ci a l  Secto r S tee ri ng  Group  (OSSG) wro te  to  the
In te rna t i ona l  Swaps and  Deri va t i ves Associ a t i on  (ISDA) to  encourage  i t  to  add  a  “p re -cessa t i on ” t ri gge r
a l ongsi de  the  cessa t i on  t ri gge r as standard  l anguage  i n  the  de f i n i t i ons fo r new deri va t i ves and  i n  a  si ng l e
p ro toco l  wi thou t  em bedded  op t i ona l i ty,  fo r ou tstand i ng  de ri va t i ve  con tracts re fe renci ng  key In te rbank Offe red
Rates (IBORs).  T h i s wou l d  he l p  to  reduce  system i c ri sk and  m arke t  f ragm enta t i on  by ensuri ng  tha t  as m uch  o f
the  swaps m arke t  as possi b l e  fa l l s back to  a l te rna t i ve  ra tes i n  a  coord i na ted  fash i on .

In  Decem ber 2019 ,  ISDA responded  to  the  l e t te r f rom  the  OSSG co-cha i rs.  ISDA asked ,  am ongst  o the r th i ngs,
fo r a  sta tem en t f rom  the  UK’s Fi nanci a l  Conduct  Au tho ri ty (FCA) and  the  ICE Benchm ark Adm i n i st ra t i on  tha t
the  “reasonab l e  pe ri od ” du ri ng  wh i ch  a  “non-rep resen ta t i ve ” L IBOR wou l d  be  pub l i shed  wou l d  be  m i n i m a l
(i .e . ,  a  num ber o f  m on ths no t  yea rs) a f te r the  FCA announces tha t  L IBOR i s no  l onger rep resen ta t i ve .  T h i s
l e t te r se ts ou t  the  FCA’s response  to  descri be  the  l aws re l evan t  to  th i s si tua t i on  and  p rovi de  cl a ri ty on  how
the  FCA i n tends to  app l y them . ISDA a l so  rece i ved  a  response  to  i ts l e t te r f rom  ICE Benchm ark
Adm i n i st ra t i on  and  the  London  Cl ea ri ng  House  has announced  a  ru l ebook consu l ta t i on  p rocess regard i ng  the
i ncl usi on  o f  an  au tom at i c t ri gge r.

In  Decem ber 2019 ,  the  FSB pub l i shed  i ts annua l  p rog ress report on  i m p l em enta t i on  o f  recom m enda t i ons to
re fo rm  m a j o r i n te rest  ra te  benchm arks.  T he  report  em phasi zes tha t  the  con t i nued  re l i ance  o f  g l oba l  f i nanci a l
m arke ts on  L IBOR poses ri sks to  f i nanci a l  stab i l i ty and  i t  ca l l s fo r si gn i f i can t  and  susta i ned  e ffo rts by the
o ff i ci a l  secto r and  by f i nanci a l  and  non-f i nanci a l  f i rm s across m any j u ri sd i ct i ons to  t ransi t i on  away f rom
LIBOR be fo re  end-2021 .
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Exchange  o f  Po i n t-o f-Servi ce  De l ayed  Au tho ri za t i on  Deb i t  Paym ent I tem s fo r the  Purpose  o f  Cl ea ri ng  and
Se tt l em en t.

M erchan ts can  now m ore  easi l y o ffe r deb i t  op t i on  as an  a l te rna t i ve  to  cash  fo r sm a l l  pu rchases l i ke  t ransi t .  
T hough  Canada  i s a  g l oba l  l eader i n  deb i t  ca rd  use ,  Canad i an  consum ers have  no t  been  ab l e  to  use  the i r
deb i t  ca rds fo r ce rta i n  eve ryday pu rchases,  such  as t ransi t  paym ents.  To  o ffe r m ore  f l exi b i l i ty i n  paym ent
m ethods fo r Canad i an  consum ers and  m erchan ts,  Paym ents Canada  today announced  a  new ru l e  to  enab l e
b roader po i n t-o f-sa l e  (POS) deb i t  ca rd  accep tance .  Curren t  deb i t  accep tance  requ i rem en ts,  as de f i ned  by
Paym ents Canada ’s exi st i ng  ru l es,  requ i re  m erchan ts to  have  consi sten t  on l i ne  connect i vi ty to  accep t  deb i t
paym ents m aki ng  deb i t  i m pract i ca l  fo r som e h i gh -vo l um e, t i m e-sensi t i ve  t ransact i ons,  such  as payi ng  bus
fa re .

T he  new Paym ents Canada  ru l e ,  Ru l e  E5 ,  t i t l ed  Exchange  o f  Po i n t-o f-Servi ce  De l ayed  Au tho ri za t i on  Deb i t
Payment Items fo r the  Purpose  o f  Cl ea ri ng  and  Se t t l emen t o ffe rs f l exi b i l i ty th rough  de l ayed  au tho ri za t i on ,
wh i ch  rem oves the  requ i rem en t fo r i m m ed i a te  on l i ne  connect i vi ty.  Pub l i c t ransi t  ope ra to rs,  whose  busi ness
m ode l s requ i re  qu i ck au tho ri za t i on ,  were  a  key reason  beh i nd  the  deve l opm ent o f  Ru l e  E5 .

Wi th  de l ayed  au tho ri za t i on ,  a  m erchan t  can  now op t  to  p rovi de  a  se rvi ce  be fo re  a  paym ent t ransact i on  i s
au tho ri zed .  In  the  exam p l e  o f  a  t ransi t  ope ra to r,  th i s wi l l  support  a  passenger be i ng  ab l e  to  pay and  ri de
wi thou t  havi ng  to  wa i t  fo r paym ents au tho ri za t i on .  Beyond  t ransi t ,  Ru l e  E5  i s desi gned  to  enab l e  o the r
possi b l e  use  cases,  fo r exam p l e  paym ent a t  pa rki ng  m ete rs,  paym ent fo r on -board  pu rchases
(a i rl i ne / t ra i n / fe rry) and  paym ent fo r vend i ng  m ach i ne  pu rchases.  As wi th  o the r Canad i an  deb i t  t ransact i ons,
deb i t  paym ents i n  these  new scenari os wi l l  st i l l  be  cl ea red  and  se t t l ed  vi a  Paym ents Canada ’s system s.

Da ta  f rom  Paym ents Canada ’s annua l  Canad i an  Paym ents M e thods and  T rends Report revea l s tha t  deb i t  ca rd
use  con t i nued  to  ou tpace  cash  i n  2018 ,  where  Canad i ans used  deb i t  ca rds fo r nearl y 35  pe r cen t  m ore
transact i ons than  cash .  Canad i ans a re  a l so  now usi ng  the i r deb i t  ca rds m ore  f requen t l y fo r the i r eve ryday
l ower va l ue  pu rchases and  th i s t rend  wi l l  on l y con t i nue  wi th  changes to  the  underl yi ng  ru l e  f ram ework.

Effect i ve

Bank o f
Canada

January
21 ,  2020

Cen tra l  bank g roup  to  assess po ten t i a l  cases fo r cen tra l  bank d i g i ta l  cu rrenci es

T he  Bank o f  Canada ,  the  Bank o f  Eng l and ,  the  Bank o f  Japan ,  the  European  Cen tra l  Bank,  the  Sveri ges
Ri ksbank and  the  Swi ss Na t i ona l  Bank,  toge the r wi th  the  Bank fo r In te rna t i ona l  Se t t l em en ts (B IS),  have
crea ted  a  g roup  to  sha re  experi ences as they assess the  po ten t i a l  cases fo r cen tra l  bank d i g i ta l  cu rrency
(CBDC) i n  the i r hom e j u ri sd i ct i ons.  T he  g roup  wi l l  assess CBDC use  cases;  econom i c,  funct i ona l  and
techn i ca l  desi gn  cho i ces,  i ncl ud i ng  cross-bo rde r i n te roperab i l i ty;  and  the  shari ng  o f  knowl edge  on  em erg i ng
techno l og i es.  I t  wi l l  cl ose l y coo rd i na te  wi th  the  re l evan t  i nst i tu t i ons and  fo rum s –  i n  pa rt i cu l a r,  the  Fi nanci a l
S tab i l i ty Board  and  the  Com m i t tee  on  Paym ents and  M arke t  In f rastructu res (CPM I).  T he  g roup  wi l l  be  co -
cha i red  by Beno î t  Cœuré ,  head  o f  the  BIS Innova t i on  Hub ,  and  Jon  Cun l i f fe ,  depu ty governo r o f  the  Bank o f
Eng l and  and  cha i r o f  the  CPM I.  I t  wi l l  i ncl ude  sen i o r rep resen ta t i ves o f  the  pa rt i ci pa t i ng  i nst i tu t i ons.
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20 ,  2020

Im p l em enta t i on  T i m e l i ne  fo r Base l  I I I  Opera t i ona l  Ri sk Cap i ta l  Requ i rem en ts

Afte r fu rthe r consu l ta t i on ,  and  i n  a  l e t te r addressed  to  banks,  bank ho l d i ng  com pan i es,  and  federa l l y
regu l a ted  t rust  and  l oan  com pan i es,  the  OSFI has deci ded  tha t  the  dom est i c i m p l em enta t i on  o f  the  revi sed
Base l  I I I  ope ra t i ona l  ri sk cap i ta l  requ i rem en ts wi l l  m ove  f rom  Q1 2021  to  Q1  2022  to  co i nci de  wi th  the
i m p l em enta t i on  o f  the  f i na l  Base l  I I I  cred i t  ri sk and  l eve rage  ra t i o  requ i rem en ts.

Effect i ve
Q1 2022

Fi nanci a l
S tab i l i ty
Board

January
19 ,  2020

Gl oba l  M on i to ri ng  Report  on  Non-Bank Fi nanci a l  In te rm ed i a t i on  2019

T h i s report  p resen ts the  resu l ts o f  the  FSB’s annua l  m on i to ri ng  exe rci se  to  assess g l oba l  t rends and  ri sks f rom
non-bank f i nanci a l  i n te rm ed i a t i on  (NBF).
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Fi l i ng  and  Report i ng  Requ i rem en ts fo r De f i ned  Bene f i t  Pensi on  P l an  Term i na t i ons

T he  Off i ce  o f  the  Superi n tenden t  o f  Fi nanci a l  Inst i tu t i ons (OSFI) has d ra f ted  an  Instruct i on  Gu i de to  i n fo rm
the  pensi on  i ndustry o f  the  f i l i ng  and  report i ng  requ i rem en ts fo r a  non-i nsu red  de f i ned  bene f i t  pensi on  p l an
tha t  has te rm i na ted ,  i n  who l e  o r i n  pa rt ,  under the  Pensi on  Bene f i ts S tandards Act ,  1985 (PBSA).  T hese
requ i rem en ts a l so  app l y to  p l ans wi th  bo th  a  de f i ned  bene f i t  and  a  de f i ned  con tri bu t i on  com ponen t.  T h i s
Instruct i on  Gu i de  rep l aces the  p revi ous ve rsi on ,  i ssued  i n  M arch  2016 ,  and  i ncl udes upda tes to  cl a ri fy OSFI 's
expecta t i ons and  to  re f l ect  am endm ents m ade  to  the  Assessment o f  Pensi on  P l ans Regu l a t i ons tha t  cam e
i n to  e ffect  Apri l  1 ,  2019 .  T he  PBSA and  the  Pensi on  Bene f i ts S tandards Regu l a t i ons,  1985  (PBSR) a re  the
au tho ri ta t i ve  source  fo r requ i rem en ts app l i cab l e  to  p l ans tha t  a re  te rm i na t i ng  o r tha t  have  te rm i na ted .  I f
the re  i s a  d i screpancy be tween  th i s Instruct i on  Gu i de  and  the  l eg i sl a t i on ,  the  l eg i sl a t i on  p reva i l s.  OSFI m ay
requ i re  docum enta t i on  no t  m en t i oned  i n  th i s Instruct i on  Gu i de .

Effect i ve

Disclaimer

T h i s Reporte r i s p repared  as a  se rvi ce  fo r ou r cl i en ts.  I t  i s no t  i n tended  to  be  a  com p l e te  sta tem en t o f  the  l aw o r an  op i n i on  on  any sub j ect .  A l though
we endeavour to  ensure  i ts accu racy,  no  one  shou l d  act  upon  i t  wi thou t  a  tho rough  exam i na t i on  o f  the  l aw a f te r the  facts o f  a  speci f i c si tua t i on  a re
consi de red .

To vi ew  the  Reporte r fo r p revi ous mon ths,  p l ease  vi si t  ou r Banki ng  and  Fi nanci a l  Se rvi ces pub l i ca t i ons page.

By: Donna  Spagno l o

Servi ces:  Banki ng  & Fi nanci a l  Se rvi ces,  Fi nanci a l  Se rvi ces,  Banki ng ,  Insu rance ,  Fi nanci a l  Se rvi ces Regu l a to ry
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