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Guide to Intervention for
Federally Regulated Deposit-Taking Institutions

The Intervention Process

The objective of the intervention process is to enable OSFI and CDIC (where CDIC member
institutions are involved) to identify areas of concern at an early stage and intervene effectively
so as to minimize losses to depositors for OSFI and to minimize the exposure of CDIC to loss.
The financial institutions’ statutes' provide a wide range of discretionary intervention powers
that allow OSFI and CDIC to intervene to address concerns that may arise with federally-
regulated deposit-taking institutions. All assessments made throughout the intervention process
consider the unique circumstances of the financial institution including: nature, scope,
complexity and risk profile.

The roles of OSFI and CDIC

OSFTI has primary responsibility for regulating and supervising federally regulated deposit-taking
institutions. In exercising this responsibility, OSFI conducts risk-based assessments of the safety
and soundness of these institutions. There are no regular supervisory interactions between CDIC
and federal member institutions in the normal course of business as CDIC normally works
through OSFI to address any concerns it may have about individual institutions. CDIC
administers its Act and by-laws as required under its legislated mandate and exercises its
discretion in dealing with problem member institutions. CDIC will monitor member institutions
and take necessary action depending on the condition of the member institutions as assessed in
accordance with CDIC’s powers and objects.

Overview of the Guide to Intervention

The objective of the Guide to Intervention is to promote awareness and enhance transparency of
the framework for intervening with federally regulated deposit-taking institutions. The Guide
outlines the types of involvement that a federally regulated deposit-taking institution can
normally expect from OSFI and CDIC by summarizing the circumstances under which certain
intervention measures may be expected and describing the coordination mechanisms in place
between OSFI and CDIC. The Guide may be updated in the future to reflect any changes to the
intervention process or the roles/responsibilities of OSFI and CDIC in the intervention process.

While the primary purpose of the Guide is to outline the coordination mechanisms that take place
between OSFI and CDIC with respect to federally-regulated deposit-taking institutions that are
members of CDIC, OSFI also follows the activities outlined in the OSFI column of the Guide
when dealing with federally regulated deposit taking institutions that are not CDIC members and
CDIC follows similar processes to those outlined in the CDIC column of the Guide when it
addresses provincially incorporated member institutions.

! Bank Act, Canada Deposit Insurance Corporation Act, Office of the Superintendent of Financial Institutions Act,

Trust and Loan Companies Act and Cooperative Credit Associations Act
Canada



Interpreting the Guide to Intervention

The intervention process is not a rigid regime under which every situation is necessarily
addressed with a predetermined set of actions. Circumstances may vary significantly from case
to case and the Guide should not be interpreted as limiting the scope of action that may be taken
by OSFI and/or CDIC in dealing with specific problems or institutions. The Guide aims to
communicate at which stage an action/intervention would typically occur. However,
interventions described at one stage are also used at later stages and, in some situations certain
interventions may also take place at earlier stages than are set out in the Guide. Additionally,
OSFI and CDIC may choose to implement their powers at different times and/or stages in
different circumstances.
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Glossary of Selected Terms

The glossary provides definitions of selected terms that are used in the Guide to Intervention for
Federally Regulated Deposit-Taking Institutions. The items described in the glossary contain
information regarding the business or affairs of financial institutions. Please note that all
information regarding the business or affairs of institutions that is obtained or produced by OSFI
and/or CDIC shall be treated as confidential pursuant to legislation. Institutions are also
prohibited from disclosing these documents to the extent that they contain supervisory
information as defined in the relevant regulations.

CDIC Special Examination — A Special Examination is an examination of the affairs of a
member institution conducted by or on behalf of CDIC for a specified purpose at such times as
CDIC may require.

Composite Risk Ratings (CRR) — CRR is OSFI’s overall assessment of an institution’s safety
and soundness. There are four ratings for composite risk: ‘low’, ‘moderate’, ‘above average’ and
‘high’. The determination of CRR is guided by a set of assessment criteria that were developed
in consultation with the industry.

Direction of Compliance — A Direction of Compliance is a direction issued to an institution, or
a person with respect to an institution, by the Superintendent where in the opinion of the
Superintendent, the institution or person is committing, or is about to commit, an act that is an
unsafe or unsound practice in conducting the business of the institution or is pursuing or is about
to pursue any course of conduct that is an unsafe or unsound practice in conducting the business
of the institution. A Direction of Compliance may direct an institution or person to: cease or
refrain from committing an act or pursuing a course of conduct; and/or perform such acts as in
the opinion of the Superintendent are necessary to reedy the situation.

FIRP - FIRP means the institution restructuring provisions of the CDIC Act whereby an order
may be made by the Governor in Council, on the recommendation of the Minister, to vest the

shares and subordinated debt of a federal member institution in CDIC and/or appoint CDIC as
receiver of the member for purposes of carrying out a transaction or a series of transactions to
restructure a substantial part of the business of the member.

Notice of Assessment Surcharge — A Notice of Assessment Surcharge is a notice in writing that
is sent by the Superintendent to an institution advising that an assessment surcharge has been
issued to the institution. The assessment surcharge is a surcharge that is assigned to an
institution that has been assigned a "stage" rating pursuant to the Guide to Intervention for
Federally Regulated Deposit-Taking Institutions or in accordance with the principles set out in
the Guide. The amount of the assessment surcharge is determined by regulation.

Prudential Agreement — A prudential agreement is an agreement between the institution and
the Superintendent for the purpose of implementing any measure designed to maintain or
improve the safety and soundness of the institution.
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Risk Assessment Summary (RAS) — The RAS is an executive summary of essential
supervisory information about an institution. The RAS sets out the assessment of the risk profile
of an institution and presents a high-level overview of the institution that provides the context for
the assessment.

Premium Surcharge — A premium surcharge is an additional premium charged to a member
institution, where, in the opinion of CDIC, the member is engaging in a practice that is
prescribed in the CDIC by-laws as warranting such an additional premium. The amount of the
premium surcharge must be fair in the circumstances and in no case can it exceed an amount
equal to one sixth of one per cent of the member’s insured deposits for the year.

Preparatory examination — A Preparatory examination is an examination by CDIC or by a
person designated by CDIC, of the books, records and accounts of a member institution relating
to its deposit liabilities, where CDIC believes that the making of a deposit insurance payment is
imminent, and that it would be in the best interest of both the depositors and CDIC that
preparations be made to make that payment as soon as possible.

Supervisory Letter — A Supervisory Letter is a letter issued by OSFI to a institution to report
the findings and recommendations resulting from OSFI's supervisory work and to communicate
its Composite Risk Rating (CRR) and intervention stage rating (if the institution is staged). An
institution is issued a supervisory letter at least once a year, and more often if there are changes
in the institution's CRR or intervention stage rating.
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