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ARTICLE

Long-awaited Proposed Canadian Derivatives Registration Arrives
Wi th  the  pub l i ca t i on  o f  Proposed  Na t i ona l  Instrum en t 93 -102  Deri va t i ves:  Reg i st ra t i on  and  i ts Com pan i on  Po l i cy 93 -102  (co l l ect i ve l y,  the  "Deri va t i ves
Reg i st ra t i on  Ru l e " ) by the  Canad i an  Securi t i es Adm i n i st ra to rs ("CSA" ) on  Apri l  19 ,  2018 ,  the  days a re  f i na l l y ove r fo r those  wonderi ng  wha t  the  “second
ha l f ” o f  Canada ’s ove r-the -coun te r ("OT C" ) de ri va t i ves reg i st ra t i on  reg i m e  wi l l  l ook l i ke .  As we  reported  i n  ou r bu l l e t i n  on  Apri l  6 ,  2017,  the  “f i rst  ha l f ” o f
th i s reg i m e  was pub l i shed  i n  the  fo rm  o f  Proposed  Na t i ona l  Instrum en t 93 -101  Deri va t i ves:  Busi ness Conduct  and  i ts Com pan i on  Po l i cy 93 -101CP
(co l l ect i ve l y,  the  "Busi ness Conduct  Ru l e " ).  Toge the r,  the  Deri va t i ves Reg i st ra t i on  Ru l e  and  the  Busi ness Conduct  Ru l e  a re  i n tended  to  i m p l em ent a
com prehensi ve  reg i m e  fo r the  regu l a t i on  o f  f i rm s and  i nd i vi dua l s tha t  a re  i n  the  busi ness o f  t rad i ng  and  advi si ng  on  OT C deri va t i ves,  si m i l a r to  the
reg i m e  i m p l em ented  by Na t i ona l  Instrum en t 31 -103  Reg i stra t i on  Requ i remen ts,  Exempt i ons and  Ongo i ng  Reg i st ran t  Ob l i ga t i ons(“NI  31 -103”) wi th
respect  to  the  regu l a t i on  o f  f i rm s and  i nd i vi dua l s tha t  a re  i n  the  busi ness o f  t rad i ng  and  advi si ng  on  securi t i es.

T he  Deri va t i ves Reg i st ra t i on  Ru l e  con ta i ns bo th  f i rm  and  i nd i vi dua l  ca tegori es o f  reg i st ra t i on ,  a  busi ness t ri gge r test  to  de te rm i ne  whe the r a  f i rm  i s
requ i red  to  reg i ste r,  ob l i ga t i ons and  requ i rem en ts app l i cab l e  to  reg i ste red  f i rm s and  i nd i vi dua l s and  exem pt i ons f rom  the  requ i rem en t to  reg i ste r (such
as exem pt i ons fo r non-Canad i an  de ri va t i ves f i rm s).  T he  Deri va t i ves Reg i st ra t i on  Ru l e  a l so  m a i n ta i ns the  approach  o f  ta i l o ri ng  ob l i ga t i ons and
requ i rem en ts depend i ng  on  the  soph i st i ca t i on  l eve l  o r f i nanci a l  resources o f  the  i nvesto r.  As i n  the  Busi ness Conduct  Ru l e ,  such  an  i nvesto r i s de f i ned
as an  “e l i g i b l e  de ri va t i ves pa rty” (“EDP”).1However,  the  Deri va t i ves Reg i st ra t i on  Ru l e  i ncl udes ce rta i n  va ri a t i ons on  the  fam i l i a r them es o f  NI  31 -103
tha t  enhance  the  ob l i ga t i ons and  requ i rem en ts on  de ri va t i ves f i rm s.  T hese  a re  i n  add i t i on  to  the  ob l i ga t i ons and  requ i rem en ts found  i n  the  Busi ness
Conduct  Ru l e ,  wh i ch  app l y regard l ess o f  whe the r a  de ri va t i ves f i rm  i s reg i ste red  o r exem pt.

T he  com m ent pe ri od  fo r the  Deri va t i ves Reg i st ra t i on  Ru l e  ends on  Sep tem ber 17 ,  2018  and  the  CSA has asked  fo r com m ents on  a  num ber o f  speci f i c
p roposa l s.  T he  CSA expects to  pub l i sh  the  Busi ness Conduct  Ru l e  fo r a  second  com m ent pe ri od  short l y,  so  tha t  the re  wi l l  be  consi de rab l e  ove rl ap  o f
each  i nstrum en t ’s com m ent pe ri od .  We wou l d  be  happy to  assi st  i n  p repari ng  your com m ents.

The Framework: Firm and Individual Categories of Registrat ion

Fi rm  Ca tegori es o f  Reg i st ra t i on

T here  a re  two  p ri nci pa l  ca tegori es o f  f i rm  reg i st ra t i on :  de ri va t i ves advi se r and  de ri va t i ves dea l e r.2A f i rm  i s requ i red  to  reg i ste r i f  i t  i s i n  the  busi ness o f
t rad i ng  OT C deri va t i ves,  i n  the  busi ness o f  advi si ng  o the rs on  OT C deri va t i ves,  o r ho l d i ng  i tse l f  ou t  as be i ng  i n  the  busi ness o f  t rad i ng  o r advi si ng .
Com pan i on  Po l i cy 93 -102  i ncl udes a  non-exhaust i ve  l i st  o f  facto rs to  de te rm i ne  whe the r a  f i rm  i s i n  the  busi ness o f  t rad i ng  i n ,  o r i n  the  busi ness o f
advi si ng  o the rs on ,  OT C deri va t i ves.

A f i rm  m ay a l so  have  to  reg i ste r as a  de ri va t i ves dea l e r i f  i t :

t ransacts wi th ,  fo r o r on  beha l f  o f  a  non-EDP;

so l i ci ts o r i n i t i a tes con tact  wi th  a  non-EDP fo r the  pu rpose  o f  encourag i ng  tha t  non-EDP to  t ransact  i n  an  OT C deri va t i ve  o r to  o ffe r a  se rvi ce
re l a t i ng  to  a  t ransact i on  o r t ransact i ons;

on  beha l f  o f  ano the r pe rson  o r com pany,  o the r than  an  a ff i l i a ted  en t i ty,  faci l i ta tes the  cl ea ri ng  o f  one  o r m ore  OT C deri va t i ves th rough  a  cl ea ri ng
agency o r a  cl ea ri ng  house ,  as app l i cab l e .

T hese  th ree  facto rs a re  i n  add i t i on  to  the  busi ness t ri gge r concep t  and  rep resen t  a  departu re  f rom  NI 31 -103 ,  wh i ch  re l i es so l e l y on  the  busi ness t ri gge r
concep t  to  de te rm i ne  whe the r a  f i rm  i s requ i red  to  reg i ste r.

Ano the r i n te rest i ng  va ri a t i on  i n  the  Deri va t i ves Reg i st ra t i on  Ru l e  i s tha t  on l y de ri va t i ves dea l e rs who  a re  a l so  dea l e r m em bers o f  the  Investm en t
Industry Regu l a to ry Organ i za t i on  o f  Canada  (“I IROC”) m ay t ransact  wi th  an  i nd i vi dua l  who  i s no t  an  EDP. Deri va t i ves f i rm s tha t  a re  requ i red  to  be
dea l e r m em bers o f  I IROC wi l l  a l so  be  requ i red  to  be  reg i ste red  wi th  the  CSA (p resum ab l y as an  i nvestm en t dea l e r,  a l though  th i s i s no t  sta ted  i n  the
Deri va t i ves Reg i st ra t i on  Ru l e .)

Wha t i s pe rhaps m ost  i n te rest i ng  i s the  f i rm  ca tegory tha t  hasn ’t  (ye t) been  p roposed ,  tha t  o f  “La rge  Deri va t i ve  Part i ci pan t . ” T h i s i s a  ca tegory o f
reg i st ra t i on  tha t  the  CSA p roposed  i n  i ts Apri l  2013  de ri va t i ves reg i st ra t i on  reg i m e  consu l ta t i on  paper.  Such  a  ca tegory m ay be  com i ng  i n  the  fu tu re  —
the  CSA has sta ted  tha t ,  a f te r add i t i ona l  ana l ysi s re l a t i ng  to  Canad i an  de ri va t i ves m arke ts,  a  fu tu re  ve rsi on  o f  the  Deri va t i ves Reg i st ra t i on  Ru l e ,  wh i ch
wi l l  be  pub l i shed  fo r com m ent,  m ay i ncl ude  an  add i t i ona l  reg i st ra t i on  ca tegory fo r l a rge  non-dea l e r de ri va t i ves pa rt i ci pan ts.

Ind i vi dua l  Ca tegori es o f  Reg i st ra t i on

T he  Deri va t i ves Reg i st ra t i on  Ru l e  con tem p l a tes f i ve  ca tegori es o f  i nd i vi dua l  reg i st ra t i on :  de ri va t i ves u l t i m a te  desi gna ted  pe rson  (“Deri va t i ves UDP”);
de ri va t i ves ch i e f  com p l i ance  o ff i ce r (“Deri va t i ves CCO”);  de ri va t i ves ch i e f  ri sk o ff i ce r (“Deri va t i ves CRO”);  de ri va t i ves dea l i ng  rep resen ta t i ve  (“Deri va t i ves
Dea l i ng  Rep”);  and  de ri va t i ves advi si ng  rep resen ta t i ve  (“Deri va t i ves Advi si ng  Rep”).  A reg i ste red  de ri va t i ves f i rm  m ust  ensure  tha t  each  o f  these
i nd i vi dua l s has the  educa t i on ,  t ra i n i ng  and  experi ence  tha t  a  reasonab l e  pe rson  wou l d  consi de r necessary to  pe rfo rm  the  act i vi ty com peten t l y,
i ncl ud i ng  understand i ng  the  st ructu re ,  fea tu res and  ri sks o f  each  OT C deri va t i ve  tha t  the  i nd i vi dua l  t ransacts o r recom m ends.

T hese  ca tegori es o f  reg i st ra t i on  a re  i n  add i t i on  to  the  sen i o r de ri va t i ves m anager ro l e  i n t roduced  i n  the  Busi ness Conduct  Ru l e .

T he  Deri va t i ves UDP has no  o the r p ro f i ci ency requ i rem en ts.  He  o r she  m ust  be  the  CEO (o r equ i va l en t) o f  the  f i rm  o r,  i f  the  reg i ste red  de ri va t i ves f i rm
has o the r si gn i f i can t  busi ness act i vi t i es,  the  o ff i ce r i n  cha rge  o f  the  d i vi si on  o f  the  reg i ste red  de ri va t i ves f i rm  tha t  conducts the  act i vi t i es tha t  requ i re
the  f i rm  to  be  reg i ste red .

Deri va t i ves CRO i s a  new ca tegory o f  reg i st ra t i on  tha t  i s no t  found  i n  NI  31 -103 .  He  o r she  m ust  be  an  o ff i ce r o r pa rtne r o f  the  reg i ste red  de ri va t i ves f i rm
and  m ust  m ee t ce rta i n  p ro f i ci ency and  experi ence  requ i rem en ts,  nam e l y one  o f :

the  CFA Charte r and  the  Ri sk M anager Desi gna t i on3(o r equ i va l en t  ce rt i f i ca t i on  as a  ri sk m anager);

the  Conduct  and  Pract i ces Handbook Course  Exam  and  ce rta i n  re l evan t  de ri va t i ves experi ence ;  o r

the  PDO Exam  and  ce rta i n  de ri va t i ves ri sk m anagem ent experi ence .

ttps://blg.com/en/News-And-Publications/Pages/Publication_4896.asp


T here  a re  p rescri bed  p ro f i ci ency and  experi ence  requ i rem en ts fo r each  o f  the  o the r i nd i vi dua l  ca tegori es o f  reg i st ra t i on .  T hese  requ i rem en ts a re
l a rge l y si m i l a r to  those  found  i n  NI  31 -103  (o r p rovi nci a l  l eg i sl a t i on  app l i cab l e  to  t rad i ng  o r advi si ng  on  exchange-t raded  de ri va t i ves),  o f  cou rse
ta i l o red  fo r the  OT C deri va t i ves con text .  T he  CSA an t i ci pa te  am end i ng  the  p ro f i ci ency requ i rem en ts i n  the  fu tu re  as OT C deri va t i ves’ speci f i c
desi gna t i ons o r cou rses a re  o ffe red .  T he  Deri va t i ves Reg i st ra t i on  Ru l e  a l so  con ta i ns a  genera l  th ree  year t i m e  l i m i t  on  the  cu rrency o f  requ i red
pro f i ci enci es,  excep t  fo r the  CFA and  the  Ri sk M anager Desi gna t i on .  In te rest i ng l y,  un l i ke  NI  31 -103 ,  the  CIM  desi gna t i on  i s no t  i ncl uded  i n  th i s
excep t i on  to  the  th ree  year exam  cu rrency l i m i ta t i on .

The Obligat ions: Registered Firm and Individuals

Reg i ste red  Fi rm  Requ i rem en ts and  Ob l i ga t i ons

Whi l e  m any o f  the  requ i rem en ts and  ob l i ga t i ons app l i cab l e  to  de ri va t i ves f i rm s (bo th  reg i ste red  and  exem pt) a re  found  i n  the  Busi ness Conduct  Ru l e ,
add i t i ona l  requ i rem en ts and  ob l i ga t i ons o f  reg i ste red  de ri va t i ves f i rm s a re  i ncl uded  i n  the  Deri va t i ves Reg i st ra t i on  Ru l e .

Cap i ta l  requ i remen ts.  T he  CSA expects tha t  the  m i n i m um  cap i ta l  requ i rem en ts wi l l  be  consi sten t  wi th  cap i ta l  requ i rem en ts p roposed  by regu l a to ry
au tho ri t i es i n  o the r j u ri sd i ct i ons,  i ncl ud i ng  the  U.S.

Di rect i on  to  aud i to rs.  A f i rm  m ust  d i rect  i ts i ndependen t  aud i to r,  i n  wri t i ng ,  to  conduct  any aud i t  o r revi ew requ i red  by the  app l i cab l e  securi t i es
regu l a to r.

Annua l  and  i n te ri m f i nanci a l  report i ng.  Aud i ted  f i nanci a l  sta tem en ts m ust  be  de l i ve red  wi th i n  90  days o f  the  f i rm ’s f i nanci a l  yea r and  i n te ri m
f i nanci a l  sta tem en ts m ust  be  de l i ve red  wi th i n  30  days o f  the  f i rst ,  second  and  th i rd  i n te ri m  pe ri ods.  A com p l e ted  Form  93-102F1  Cal cu l a t i on  o f
Excess Worki ng  Cap i ta l  m ust be  de l i ve red  by a l l  reg i ste red  f i rm s annua l l y and  by reg i ste red  de ri va t i ves dea l e rs quarte rl y.

Compl i ance  po l i ci es and  p rocedures.  A f i rm  m ust  have  wri t ten  po l i ci es and  p rocedures tha t  estab l i sh  a  system  o f  con tro l s and  supervi si on  su ff i ci en t
to  ensure  tha t  the  f i rm  and  each  i nd i vi dua l  t ransact i ng  i n  o r advi si ng  on  OT C deri va t i ves com p l i es wi th  app l i cab l e  securi t i es l eg i sl a t i on .

Ri sk management po l i ci es and  p rocedures.  A f i rm  m ust  have  wri t ten  po l i ci es and  p rocedures tha t  estab l i sh  a  system  o f  con tro l s and  supervi si on  to
m on i to r and  m anage  the  ri sks associ a ted  wi th  i ts OT C deri va t i ves re l a ted  act i vi ty.  T hese  ri sk m anagem ent po l i ci es and  p rocedures m ust  address
certa i n  speci f i ed  m atte rs and  a l so  m ust  requ i re  the  report i ng  o f  a  m a te ri a l  change  to  ri sk exposures o r a  m a te ri a l  b reach  o f  a  ri sk l i m i t  to  the  f i rm ’s
Deri va t i ves UDP and  board  o f  d i recto rs.  Fi rm s m ust  conduct  an  i ndependen t  revi ew o f  the i r ri sk m anagem ent system s a t  l east  eve ry two  years.

Mi n i mum standards fo r con f i rma t i on  o f  te rms and  ce rta i n  ag reements.  M i n i m um  standards a re  se t  ou t  fo r:

the  con f i rm a t i on  o f  the  m ate ri a l  te rm s o f  each  OT C deri va t i ve  t ransacted  wi th  o r fo r an  i nvesto r;

a  wri t ten  ag reem ent wi th  the  i nvesto r tha t  estab l i shes a  p rocess fo r de te rm i n i ng  the  va l ue  o f  the  OT C deri va t i ve  un l ess the  t ransact i on  i s cl ea red
th rough  a  qua l i fyi ng  cl ea ri ng  agency;  and

a  wri t ten  ag reem ent tha t  estab l i shes a  p rocess fo r reso l vi ng  a  d i spu te  when  the re  i s a  d i screpancy abou t  the  m ate ri a l  te rm s o f  the  OT C
deri va t i ve  o r the  va l ue  o f  the  OT C deri va t i ve .

Busi ness con t i nu i ty and  d i saste r recovery p l ans.  Fi rm s m ust  estab l i sh  and  m a i n ta i n  busi ness con t i nu i ty and  d i saste r recovery p l ans,  and  revi ew
these  p l ans a t  l east  annua l l y.

Port fo l i o  reconci l i a t i on  and  compressi on.  T here  a re  speci f i ed  standards wi th  respect  to  the  po rt fo l i o  reconci l i a t i on  and  com pressi on  to  be  ca rri ed
ou t  by f i rm s.

Books and  reco rds.  A f i rm  m ust  keep  com p l e te  reco rds o f  a l l  i ts OT C deri va t i ves,  t ransact i ons and  OT C deri va t i ves advi si ng  act i vi t i es.

Reg i ste red  Ind i vi dua l  Requ i rem en ts and  Ob l i ga t i ons

T he  du t i es and  ob l i ga t i ons o f  the  Deri va t i ves UDP and  the  Deri va t i ves CCO a re  l a rge l y consi sten t  wi th  the i r NI  31 -103  coun te rpa rts;  however,  the re  a re
a  few po i n ts o f  no te .

T he  Deri va t i ves UDP i s requ i red  to  report  ce rta i n  i nstances o f  non-com p l i ance  wi th  the  Deri va t i ves Reg i st ra t i on  Ru l e  o r wi th  o the r securi t i es l eg i sl a t i on
to  the  app l i cab l e  securi t i es regu l a to r.  A sen i o r de ri va t i ves m anager has a  si m i l a r du ty under the  Busi ness Conduct  Ru l e .

Each  o f  the  Deri va t i ves CCO and  the  Deri va t i ves CRO m ust  subm i t  annua l  reports to  the  f i rm ’s board  o f  d i recto rs.  T he  CSA no tes tha t  i t  m ay pe ri od i ca l l y
request  a  copy o f  these  reports to  m on i to r the  com p l i ance  and  i m p l em enta t i on  o f  the  Deri va t i ves Reg i st ra t i on  Ru l e  and ,  f rom  a  b roader pe rspect i ve ,  o f
OT C deri va t i ves regu l a t i ons.

T he  Deri va t i ves CRO’s ro l e  l a rge l y m i rro rs tha t  o f  the  Deri va t i ves CCO, excep t  tha t  the  Deri va t i ves CRO’s dom a i n  i s the  f i rm ’s ri sk m anagem ent system .
For i nstance ,  he  o r she  i s responsi b l e  fo r,  am ong  o the r th i ngs,  estab l i sh i ng ,  m a i n ta i n i ng  and  app l yi ng  po l i ci es and  p rocedures fo r assessi ng  and
m anag i ng  ri sks re l a ted  to  the  f i rm  and  report i ng  to  the  Deri va t i ves UDP any ci rcum stance  i nd i ca t i ng  tha t  the  f i rm , o r any i nd i vi dua l  act i ng  on  i ts beha l f ,
m ay be  i n  m a te ri a l  non -com p l i ance .

The Exemptions: Firm and Individuals

Fi rm  Reg i st ra t i on  Exem pt i ons

T he  Deri va t i ves Reg i st ra t i on  Ru l e  p rovi des two  types o f  exem pt i ons:

Exem pt i ons f rom  the  reg i st ra t i on  requ i rem en t.  Wh i l e  a  f i rm  m ay be  exem pt f rom  the  reg i st ra t i on  requ i rem en t,  i t  wi l l  be  sub j ect  to  the  te rm s and
cond i t i ons o f  the  exem pt i on .

Exem pt i ons f rom  speci f i c requ i rem en ts under the  Deri va t i ves Reg i st ra t i on  Ru l e .  T he  f i rm  i s st i l l  requ i red  to  reg i ste r and  com p l y wi th  each
reg i st ra t i on  requ i rem en t where  an  exem pt i on  does no t  app l y.

Exempt i ons f rom the  reg i st ra t i on  requ i remen t

Deri va t i ves end-user exempt i on.  A de ri va t i ves end-user (e .g . ,  an  en t i ty tha t  t rades de ri va t i ves fo r i ts own  accoun t  fo r com m erci a l  pu rposes) i s exem pt
f rom  the  requ i rem en t to  reg i ste r as a  de ri va t i ves dea l e r,  sub j ect  to  speci f i c te rm s and  cond i t i ons,  i ncl ud i ng  tha t  i t  does no t  so l i ci t  o r o the rwi se
transact  i n  an  OT C deri va t i ve  wi th ,  fo r o r on  beha l f  o f  a  non-EDP.

Deri va t i ves dea l e rs w i th  a  l i mi ted  no t i ona l  amoun t.  I f  a  dea l e r’s aggrega te  m on th -end  g ross no t i ona l  am oun t under OT C deri va t i ves does no t
exceed  a  p rescri bed  th resho l d  i t  i s exem pt f rom  the  requ i rem en t to  reg i ste r,  sub j ect  to  speci f i c te rm s and  cond i t i ons,  i ncl ud i ng  tha t  the  dea l e r does
no t  so l i ci t  o r o the rwi se  t ransact  i n  an  OT C deri va t i ve  wi th ,  fo r o r on  beha l f  o f  a  non-EDP. T he  th resho l d  fo r a  f i rm  tha t  i s a  de ri va t i ves dea l e r on l y i n
respect  o f  “com m od i ty de ri va t i ves” i s $1  b i l l i on .  T he  th resho l d  fo r a l l  o the r de ri va t i ves dea l e rs i s $250  m i l l i on .  No t i ona l  am oun t i s de te rm i ned
based  on  the  dea l e r’s aggrega te  m on th -end  g ross no t i ona l  am oun t under ou tstand i ng  OT C deri va t i ves.  T he  CSA has p roposed ,  and  asked  fo r
com m ents on ,  two  p roposed  m ethodo l og i es fo r de te rm i n i ng  no t i ona l  am oun t.

Fore i gn  (non-Canad i an ) de ri va t i ves dea l e rs and  de ri va t i ves advi se rs.  A f i rm  tha t  has i ts head  o ff i ce  o r p ri nci pa l  p l ace  o f  busi ness i n  a  speci f i ed
fo re i gn  j u ri sd i ct i on  and  tha t  i s sub j ect  to ,  and  com p l i es wi th ,  regu l a to ry requ i rem en ts tha t  a re  equ i va l en t  to  speci f i ed  requ i rem en ts,  i s exem pt f rom
the  requ i rem en t to  reg i ste r,  sub j ect  to  speci f i c te rm s and  cond i t i ons.  T hese  te rm s and  cond i t i ons i ncl ude  tha t  the  f i rm  does no t  advi se ,  so l i ci t  o r



o the rwi se  t ransact  i n  an  OT C deri va t i ve  wi th ,  fo r o r on  beha l f  o f  a  non-EDP, tha t  i t  p rovi des ce rta i n  d i scl osu re  o f  i ts non-resi den t  sta tus to  i ts
i nvesto rs and  tha t  i t  p rovi des a  subm i ssi on  o f  j u ri sd i ct i on  no t i ce  to  the  app l i cab l e  securi t i es regu l a to r.  In  add i t i on ,  the  f i rm  m ust  p rom pt l y no t i fy the
regu l a to r o f  i nstances o f  m a te ri a l  non -com p l i ance  wi th  a  requ i rem en t o r gu i de l i ne  o f  the  app l i cab l e  fo re i gn  j u ri sd i ct i on  and  undertake  to  the
app l i cab l e  securi t i es regu l a to r to  p rovi de  the  regu l a to r wi th  p rom pt access to  i ts books and  reco rds upon  request .

Exempt i ons f rom speci f i c requ i remen ts fo r ce rta i n  reg i ste red  f i rms

I f  a  de ri va t i ves f i rm  m ust  reg i ste r,  i t  m ay be  ab l e  to  bene f i t  f rom  exem pt i ons f rom  speci f i c requ i rem en ts under the  Deri va t i ves Reg i st ra t i on  Ru l e ,  where
the  CSA has i den t i f i ed  tha t  these  speci f i c requ i rem en ts a re  equ i va l en t  to  requ i rem en ts found  i n  o the r Canad i an  o r fo re i gn  l eg i sl a t i on .  Such  exem pt i ons
are  ava i l ab l e  to  I IROC dea l e r m em bers,  Canad i an  f i nanci a l  i nst i tu t i ons tha t  a re  regu l a ted  by a  federa l  o r p rovi nci a l  p ruden t i a l  au tho ri ty and  ce rta i n
fo re i gn  de ri va t i ves dea l e rs and  advi se rs,  sub j ect  to  speci f i c te rm s and  cond i t i ons.

Ind i vi dua l  Reg i st ra t i on  Exem pt i ons

Even  where  a  f i rm  i s reg i ste red  under the  Deri va t i ves Reg i st ra t i on  Ru l e ,  ce rta i n  o f  i ts i nd i vi dua l s who  t ransact  o r advi se  on  OT C deri va t i ves m ay no t
have  to  be  reg i ste red  as Deri va t i ves Dea l i ng  Reps o r Deri va t i ves Advi si ng  Reps.  Exem pt i ons app l y where  an  i nd i vi dua l  so l e l y t ransacts wi th  o r advi ses
an  a ff i l i a ted  en t i ty o f  the  f i rm , o the r than  an  a ff i l i a ted  en t i ty tha t  i s an  i nvestm en t fund ,  o r where  the  i nd i vi dua l  so l e l y t ransacts wi th  o r advi ses EDPs.
T he  l a t te r exem pt i on  i s no t  ava i l ab l e  to  an  i nd i vi dua l  who  acts as an  advi se r fo r a  m anaged  accoun t .

Interact ion with Other Derivat ives and Securit ies Legis lat ion

Sta ff  o f  ce rta i n  j u ri sd i ct i ons o f  the  CSA a re  consi de ri ng  whe the r m od i f i ca t i ons to  securi t i es l eg i sl a t i on ,  i ncl ud i ng  act  am endm ents,  a re  needed  to
i m p l em ent the  Deri va t i ves Reg i st ra t i on  Ru l e .  In  pa rt i cu l a r,  “accred i ted  coun te rpa rt i es” a re  exem pt by l aw f rom  the  reg i st ra t i on  requ i rem en t under the
Québec Deri va t i ves Act  when  t ransact i ng  wi th  each  o the r i n  OT C deri va t i ves.  T he  i m p l em enta t i on  o f  the  Deri va t i ves Reg i st ra t i on  Ru l e  i s,  the re fo re ,
sub j ect  to  the  Québec Na t i ona l  Assem b l y’s deci si on  to  revoke  th i s exem pt i on .

Furthe r,  On ta ri o ’s Securi t i es Act  provi des tha t  ce rta i n  speci f i ed  f i nanci a l  i nst i tu t i ons a re  exem pt f rom  reg i st ra t i on .  As a  resu l t ,  the  On ta ri o  Securi t i es
Com m i ssi on  (the  “OSC”) wi l l  no t  reg i ste r those  f i nanci a l  i nst i tu t i ons when  they act  as de ri va t i ves dea l e rs o r advi se rs i n  the  On ta ri o  m arke t .  T he  OSC has
i den t i f i ed  a  gap  tha t  re l a tes to  the  reg i st ra t i on  o f  i nd i vi dua l  rep resen ta t i ves o f  f i nanci a l  i nst i tu t i ons and  i s cu rren t l y assessi ng  po ten t i a l  regu l a to ry
so l u t i ons tha t  a re  ava i l ab l e  to  address th i s gap .

Contact Us

I f  you  have  any quest i ons abou t  the  Deri va t i ves Reg i st ra t i on  Ru l e ,  p l ease  con tact  one  o f  the  au tho rs o f  th i s bu l l e t i n  o r any o the r m em ber o f  the  BLG
Deri va t i ves Group.  BLG i s ranked  as the  Num ber One  Law f i rm  i n  Canada  fo r Deri va t i ves by Deri va t i ves Weekl y and  was nam ed Canada  Law Fi rm  o f  the
Year — Regu l a to ry and  T ransact i ons — a t  Gl oba l  Cap i ta l 's Am eri cas Deri va t i ves Awards eve ry year si nce  the  i ncep t i on  o f  these  awards.

1  T he  de f i n i t i on  o f  EDP has been  revi sed  f rom  the  ve rsi on  f i rst  p roposed  i n  the  Busi ness Conduct  Ru l e  to  take  i n to  accoun t  com m ents rece i ved  on  the
Busi ness Conduct  Ru l e .  Fo r i nstance ,  the  te rm  “com m erci a l  hedger” i s now re fe renced  i n  the  de f i n i t i on  o f  EDP. Com m erci a l  hedgers a re  sub j ect  to  a
l ower f i nanci a l  th resho l d  to  qua l i fy as EDPs when  com pared  to  o the r,  non-i nd i vi dua l ,  pe rsons o r com pan i es.

2  Restri cted  de ri va t i ves dea l e r and  restri cted  de ri va t i ves advi se r ca tegori es o f  reg i st ra t i on  a re  a l so  con tem p l a ted  i n  the  Deri va t i ves Reg i st ra t i on  Ru l e .
T hese  ca tegori es wou l d  be  em p l oyed  where  speci f i c ci rcum stances warran t  un i que  o r ta i l o red  requ i rem en ts fo r a  f i rm  and  i ts busi ness.

3  “Ri sk M anager Desi gna t i on ” m eans a  desi gna t i on  qua l i fyi ng  an  i nd i vi dua l  as a  f i nanci a l  ri sk m anager by the  Gl oba l  Associ a t i on  o f  Ri sk M anagers o r
p ro fessi ona l  ri sk m anager by T he  Pro fessi ona l  Ri sk M anagers’ In te rna t i ona l  Associ a t i on .

By:  Caro l  Derk,  Ju l i e  M ansi,  M i chae l  Tayl o r

Servi ces:  Banki ng  & Fi nanci a l  Se rvi ces
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