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The Reporter provides a monthly summary of Canadian federal legislative and
regulatory developments of relevance to federally regulated financial institutions. It does
not address Canadian provincial financial services legislative and regulatory
developments, although this information is tracked by BLG and can be provided on
request. In addition, purely technical and administrative changes (such as changes to
reporting forms) are not covered.

The May 2018 edition follows below.

June 2018
Institution Published Title and Brief Summary | Status
IAIS June 29, 2018 Revised ICPs 6 (changes |Comments should be

[Applicable to insurance
companies]

in Control and Portfolio
Transfers) and 20 (Public
Disclosure)

As part of the next three-
year cycle for reviewing
its approach to systemic
risk assessment, the IAIS
has adopted a systemic
risk assessment and
policy workplan. This
workplan, involving a
public consultation at the
end of 2018, includes
finalizing any policy
measures to address
potential systemically
risky activities as part of
Insurance Core Principles
("ICPs") and ComFrame

provided by August 28,
2018.
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(including ICS Version
2.0) to be adopted in
2019.

The IAIS is seeking
feedback on revised ICPs
6 and 20. Further draft
supervisory materials will
be released in August for
public consultation,
namely the overall
ComFrame material,
including ICS 2.0.

OSFI

June 27, 2018

Life Insurance Capital
Adequacy Test ("LICAT")
and Minimum Capital Test
("MCT") 2021 Review for
IFRS 17

This letter communicates
OSFI’s plan to implement
IFRS 17 Insurance
Contracts in its insurance
capital guidelines:
Guideline A — Life
Insurance Capital
Adequacy Test ("LICAT")
for life insurers, and
Guideline A — Minimum
Capital Test ("MCT") for
property and casualty
("P&C") insurers.

Implementing IFRS 17
requires a number of
revisions to the insurance
capital guidelines to align
them with the accounting
standard. For life insurers
with segregated fund
guarantee ("SFG")
business, the current
methodology for
determining associated
capital requirements will
be maintained in 2021.
Development work will
continue on a new
standard approach for
determining capital

Effective in 2021
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requirements for SFG
business, for
implementation after
2021.

OSFI

[Domestic Systemically
Important Banks ("D-
SIBs")]

June 25, 2018

Domestic Stability Buffer

OSFl is providing greater
transparency to the
market surrounding the
Domestic Stability Buffer
currently held by D-SIBs
against Pillar 2 risks
associated with systemic
vulnerabilities.

The Domestic Stability
Buffer applies only to D-
SIBs and is intended to
cover a range of systemic
vulnerabilities that, in
OSFI’s supervisory
judgment, are not
adequately captured in
the Pillar 1 capital
requirements described in
OSFI’s Capital Adequacy
Requirements ("CAR")
guideline. The set of
vulnerabilities currently
addressed by the buffer
include: (i) Canadian
consumer indebtedness;
(ii) asset imbalances in
the Canadian market; and
(iiiy Canadian institutional
indebtedness.

The level of the buffer will
range between 0 and 2.5
per cent of a bank’s total
risk-weighted assets
("RWA"), calculated under
the CAR guideline.

Effective

FSB Financial Stability
Board ("FSB")

June 21, 2018

FSB publishes guidance
on bail-in execution and
resolution funding to
promote G-SIB
resolvability

Effective



http://www.fsb.org/2018/06/fsb-publishes-guidance-on-bail-in-execution-and-resolution-funding-to-promote-g-sib-resolvability/
http://www.fsb.org/2018/06/principles-on-bail-in-execution-2/
http://www.fsb.org/2018/06/principles-on-bail-in-execution-2/
http://www.fsb.org/2018/06/funding-strategy-elements-of-an-implementable-resolution-plan-2/
http://www.fsb.org/2018/06/funding-strategy-elements-of-an-implementable-resolution-plan-2/
http://www.fsb.org/2018/06/funding-strategy-elements-of-an-implementable-resolution-plan-2/
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Principles on Bail-in
Execution

The guidance sets out
principles to assist
authorities as they make
bail-in resolution
strategies operational.
The principles cover:

disclosures on
the instruments
and liabilities
within the scope
of bail-in;
valuations to
inform and
support the
application of
bail-in;
processes to
suspend or
cancel the listing
of securities, to
notify creditors,
and to deliver
new securities or
tradeable
certificates
following entry
into resolution;
securities law
and securities
exchange
requirements
during the bail-in;
processes for
transferring
governance and
control rights to a
new board and
management for
the firm emerging
from resolution;
and
communications
to creditors and
the market at
large.



http://www.fsb.org/wp-content/uploads/P210618-1.pdf
http://www.fsb.org/wp-content/uploads/P210618-1.pdf
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Funding Strategy
Elements of an

Implementable Resolution
Plan

The guidance covers the
development of a
resolution funding plan for
G-SIBs, including:

e firms’ capabilities
to support
monitoring,
reporting and
estimating
funding needs in
resolution and
executing the
funding strategy;

e the development
of resolution
funding plans by
authorities;

e the reliance on
firm assets and
private funding as
preferred sources
of funding in
resolution;

e accessto
temporary public
sector backstop
funding
mechanisms and
ordinary central
bank facilities;
and

e information-
sharing and
coordination
between
authorities.

OSFI

[All Federally Regulated
Property and Casualty
Insurance Companies]

June 21, 2018

Draft 2019 Minimum
Capital Test ("MCT")
Guideline for Consultation

The potential
amendments to the MCT
guideline outlined in this



http://www.fsb.org/wp-content/uploads/P210618-3.pdf
http://www.fsb.org/wp-content/uploads/P210618-3.pdf
http://www.fsb.org/wp-content/uploads/P210618-3.pdf
http://www.fsb.org/wp-content/uploads/P210618-3.pdf

BLG

draft are to be
implemented over two

years.

Introduce credit
risk capital
charges to right-
of-use assets
resulting from the
implementation of
IFRS 16;

Adjust net assets
available for
Canadian
branches to
admit the right-of-
use asset for
owner-occupied
property leases
resulting from the
implementation of
IFRS 16;
Introduce
counterparty
credit risk capital
charges on
amounts
receivable and
recoverable from
registered
associated
reinsurers;
Recognize
accounts payable
created under a
funds held
reinsurance
arrangement
between
Canadian
insurance
companies and
unregistered
associated
insurers as
acceptable
collateral to
reduce the
margin required
for cessions to
unregistered

Effective January 1, 2019

Effective January 1, 2020
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reinsurers,
subject to a
condition;

e Update the credit
risk factors for
securitized
assets and
transfer the
updated risk
factors from
Guideline B-5 —
Asset
Securitization to
the MCT
guideline;

e Implement other
minor edits or
clarifications; and

e Increase the
margin required
for reinsurance
ceded to
unregistered
reinsurers from
15 per cent to 20
per cent.

All potential changes are
highlighted in the draft
guideline for ease of
reference.

Finance Canada

June 9, 2017

Regulations Amending
Certain Regulations Made
Under the Proceeds of

Crime (Money

Laundering) and Terrorist
Financing Act, 2018

The proposed
amendments to the
regulations would
strengthen Canada’s anti-
money laundering/anti-
terrorism financing
("AML/ATF") regime by:

e updating
customer due
diligence
requirements and

Comments should be
provided within the 90-day
period from date of
publication (June 9, 2018)



http://www.gazette.gc.ca/rp-pr/p1/2018/2018-06-09/html/reg1-eng.html
http://www.gazette.gc.ca/rp-pr/p1/2018/2018-06-09/html/reg1-eng.html
http://www.gazette.gc.ca/rp-pr/p1/2018/2018-06-09/html/reg1-eng.html
http://www.gazette.gc.ca/rp-pr/p1/2018/2018-06-09/html/reg1-eng.html
http://www.gazette.gc.ca/rp-pr/p1/2018/2018-06-09/html/reg1-eng.html
http://www.gazette.gc.ca/rp-pr/p1/2018/2018-06-09/html/reg1-eng.html
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beneficial
ownership
reporting
requirements;

e regulating
businesses
dealing in virtual
currency;

e updating the
schedules to the
regulations;

e including foreign
money service
businesses
("MSB") in
Canada’s
AML/ATF regime;

e clarifying a
number of
existing
requirements;
and

e making minor
technical
amendments.

OSFI

[Federally Regulated Life
Insurance Companies &
Fraternal Benefit
Societies]

June 1, 2018

Guideline A - Life
Insurance Capital
Adequacy Test ("LICAT")

Effective January 1, 2018,
Guideline A: Life
Insurance Capital
Adequacy Test ("LICAT")
replaced Guideline A:
Minimum Continuing
Capital and Surplus
Requirements
("MCCSR").

OSFl is releasing a draft
2019 LICAT guideline for
public consultation.

Proposed changes to the
guideline include:

e Changes
resulting from the
implementation of

Comments should be
provided by July 3, 2018.
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IFRS 16 —
Leases, effective
January 1, 2019;

e Adding conditions
for the
recognition of
funds withheld
reinsurance, as
part of OSFI's
initiative related
to reinsurance
review;

e  Specifying that
mortality risk
components
apply to any
group life
insurance
products; and

e  Other minor edits
or clarifications.

May 2018
Institution Published Title and Brief Summary | Status
OSFI May 28, 2018 Total Loss Absorbing Effective November 2018

[Banks, Bank Holding
Companies, Federally
Regulated Trust and Loan
Companies, Cooperative
Retail Associations]

Capacity ("TLAC")
Disclosure Requirements
Guideline and Capital
Disclosure Requirements
Guideline

Together, these
guidelines set out the
TLAC disclosure
requirements for
Canadian Domestic
Systemically Important
Banks ("D-SIBs"). D-SIBs
should publicly disclose
the TLAC information
commencing with the
quarterly reporting period
ending January 31, 2019

The Capital Disclosure
Requirements guideline

for TLAC Disclosure
Requirements Guideline

Effective November 2018/
January 2019 for Capital
Disclosure Requirements
Guideline



http://www.osfi-bsif.gc.ca/Eng/fi-if/rg-ro/gdn-ort/gl-ld/Pages/tlac_disc_let.aspx
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has been updated to
remove transitional
guidance that is no longer
applicable.

Finance Canada May 25, 2018 Consultations on the Comments should be
Review of the Canadian | provided by July 24, 2018.
Payments Act

Finance Canada has
launched consultations on
whether the 2015
changes to Payments
Canada’s governance
framework have been
effective in achieving the
intended public policy
objectives. The Act
requires that the 2015
changes be reviewed
three years after they
came into force.
Feedback is also sought
on how best to adapt
Payments Canada's
membership structure to
ensure access to its
systems is open and risk-
based, and reflects
developments in the
payments ecosystem.

Bank for International May 14, 2018 Criteria for identifying Effective
Settlements simple, transparent and

comparable short-term
securitisations

The Criteria for identifying
simple, transparent and
comparable short-term
securitisations (short-term
STC criteria) aim to assist
the financial industry in its
development of simple,
transparent and
comparable short-term
securitisations. The
criteria maintain and build
on the principles in the
Criteria for identifying
simple, transparent and
comparable

10


https://www.bis.org/bcbs/publ/d441.htm
https://www.bis.org/bcbs/publ/d441.pdf
https://www.bis.org/bcbs/publ/d441.pdf
https://www.bis.org/bcbs/publ/d441.pdf
https://www.bis.org/bcbs/publ/d441.pdf
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securitisations issued by
BCBS-IOSCO in July
2015. They take account
of the characteristics of
asset-backed commercial
paper ("ABCP") conduits,
such as (i) the short
maturity of the
commercial paper issued,
(i) the different forms of
programme structures
and (iii) the existence of
multiple forms of liquidity
and credit support
facilities.

Similar to the STC criteria
for term securitisations,
the short-term STC
criteria are non-
exhaustive and non-
binding.

Bank for International
Settlements

May 14, 2018

Capital treatment for
simple, transparent and

comparable short-term
securitisations

This standard
supplements the Criteria
for identifying simple,
transparent and
comparable short-term
securitisations issued
jointly with the
International Organization
of Securities
Commissions ("IOSCQO").
It sets out additional
guidance and
requirements for the
purpose of applying
preferential regulatory
capital treatment for
banks acting as investors
in or as sponsors of
simple, transparent and
comparable ("STC") short-
term securitisations,
typically in asset-backed
commercial paper

Effective

11


https://www.bis.org/bcbs/publ/d442.htm
https://www.bis.org/bcbs/publ/d442.htm
https://www.bis.org/bcbs/publ/d442.htm
https://www.bis.org/bcbs/publ/d442.htm
https://www.bis.org/bcbs/publ/d442.htm
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("ABCP") structures. The
additional guidance and
requirements in this
standard are consistent
with those for STC term
securitisations set out in
the committee's July 2016
revisions to the
securitisation framework.
Provided that the
expanded set of STC
short-term criteria are
met, STC short-term
securitisations will receive
the same modest
reduction in capital
requirements as other
STC term securitisations.

Similar to the STC
framework for term
securitisations,
implementation of the
STC short-term
framework is not
mandatory.

Financial Stability Board
("FSB")

May 7. 2018

Recommendations for
consistent national

reporting of data on the

use of compensation tools
to address misconduct

risk

This consultation seeks
views on
recommendations for
consistent national
reporting of data on the
use of compensation tools
to address misconduct
risk. Collecting and
evaluating compensation
data on a regular basis
can provide both firms
and supervisors with
important insights into the
effectiveness of
compensation
programmes and potential
areas of weakness. The

Comments should be
provided by July 6, 2018.

12


http://www.fsb.org/2018/05/recommendations-for-consistent-national-reporting-of-data-on-the-use-of-compensation-tools-to-address-misconduct-risk/
http://www.fsb.org/wp-content/uploads/P070518-1.pdf
http://www.fsb.org/wp-content/uploads/P070518-1.pdf
http://www.fsb.org/wp-content/uploads/P070518-1.pdf
http://www.fsb.org/wp-content/uploads/P070518-1.pdf
http://www.fsb.org/wp-content/uploads/P070518-1.pdf
http://www.fsb.org/wp-content/uploads/P070518-1.pdf
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recommendations
propose a data set
designed to help firms
and supervisors answer
important questions
including whether
governance and risk
management processes
surrounding
compensation:

e appropriately
include conduct
considerations in
the design of
their
compensation
and incentive
systems;

e support the
effective use of
compensation
tools in
combination with
other
performance
management
tools;

e  promote wider
risk management
goals; and

e support the
effective
identification of
emerging
misconduct risks
and where
appropriate,
review use of
incentive systems
and
compensation
decisions in
response to
conduct incidents
to ensure
alignment of
incentives, risk
and reward.

13
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OSFI [Federally May 4, 2018 Advisory on IFRS 17 Effective January 1, 2021.
Regulated Insurers and Transition and Progress

Insurance Holding Report Requirements

Companies]

To support Federally
Regulated Insurers
("FRIs") in their transition
to IFRS 17, OSFl is
issuing an advisory
regarding:

1. Early adoption of
IFRS 17;

2. Accounting for
financial
guarantee
contracts; and

3. Semi-annual
progress
reporting to
OSFI.

Disclaimer

This Reporter is prepared as a service for our clients. It is not intended to be a complete
statement of the law or an opinion on any subject. Although we endeavour to ensure its
accuracy, no one should act upon it without a thorough examination of the law after the
facts of a specific situation are considered.

To view the Reporter for previous months, please visit our Banking and Financial
Services publications page.

By
Jeffrey S. Graham

Expertise

Banking & Financial Services, Financial Services

14


https://www.blg.com/en/services/practice-areas/banking-financial-services
https://www.blg.com/en/services/practice-areas/banking-financial-services
https://www.blg.com/en/people/_deactive/g/graham-jeffrey
https://www.blg.com/en/services/practice-areas/banking-financial-services
https://www.blg.com/en/services/industries/financial-services
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BLG | Canada’s Law Firm

As the largest, truly full-service Canadian law firm, Borden Ladner Gervais LLP (BLG) delivers practical legal
advice for domestic and international clients across more practices and industries than any Canadian firm.
With over 800 lawyers, intellectual property agents and other professionals, BLG serves the legal needs of
businesses and institutions across Canada and beyond — from M&A and capital markets, to disputes, financing,
and trademark & patent registration.

blg.com

BLG Offices

Calgary Ottawa Vancouver

Centennial Place, East Tower World Exchange Plaza 1200 Waterfront Centre
520 3rd Avenue S.W. 100 Queen Street 200 Burrard Street
Calgary, AB, Canada Ottawa, ON, Canada Vancouver, BC, Canada
T2P OR3 K1P 1J9 V7X 1T2

T 403.232.9500 T 613.237.5160 T 604.687.5744

F 403.266.1395 F 613.230.8842 F 604.687.1415
Montréal Toronto

1000 De La Gauchetiere Street West Bay Adelaide Centre, East Tower

Suite 900 22 Adelaide Street West

Montréal, QC, Canada Toronto, ON, Canada

H3B 5H4 M5H 4E3

T 514.954.2555 T 416.367.6000

F 514.879.9015 F 416.367.6749

The information contained herein is of a general nature and is not intended to constitute legal advice, a complete statement of the law, or an
opinion on any subject. No one should act upon it or refrain from acting without a thorough examination of the law after the facts of a specific
situation are considered. You are urged to consult your legal adviser in cases of specific questions or concerns. BLG does not warrant or
guarantee the accuracy, currency or completeness of this publication. No part of this publication may be reproduced without prior written
permission of Borden Ladner Gervais LLP. If this publication was sent to you by BLG and you do not wish to receive further publications from
BLG, you may ask to remove your contact information from our mailing lists by emailing unsubscribe@blg.com or manage your subscription
preferences at blg.com/MyPreferences. If you feel you have received this message in error please contact communications@blg.com. BLG’s
privacy policy for publications may be found at blg.com/en/privacy.

© 2026 Borden Ladner Gervais LLP. Borden Ladner Gervais LLP is an Ontario Limited Liability Partnership.
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