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I.  Overview 
 
I.1 Message from the Superintendent 

 
I am pleased to present the Departmental 
Performance Report (DPR) for the Office of the 
Superintendent of Financial Institutions (OSFI) for 
the period ending March 31, 2007.  

This report focuses on the benefits of OSFI's contribution 
to Canadians and to Canada’s financial and economic 
strength. It concentrates primarily on our two strategic 
outcomes: to regulate and supervise financial institutions 
so as to contribute to public confidence, and to contribute 
to the public confidence in Canada's public retirement 
income system. Both outcomes matter for sound economic 
performance — a key government priority. This benefits 
all aspects of Canadian society. 

The financial services industry is dynamic – rapidly changing both here and 
around the world. Canadian financial institutions are facing increased risks and 
competition while managing highly complex transactions. OSFI’s role is to be 
vigilant, and to take action if institutions appear to 
be engaging in unsafe or unsound activity, or failing 
to fully understand the potential consequences of 
the risks they are taking. By focusing on the risk 
management strategies, risk appetite and profile, 
capital levels and stress testing of institutions, OSFI 
can help prevent or mitigate catastrophic loss. As of 
March 31, 2007, 95% of all rated institutions have 
been assigned a low or moderate Composite Risk 
Rating, which represents the fourth straight year 
that this statistic has improved. 
 
One of our priorities is the implementation of the Basel II Capital Accord. The 
International Convergence of Capital Measurement and Capital Standards: a Revised 
Framework, or “Basel II”, provides a new set of standards for establishing minimum 
capital requirements for banks. It applies to all internationally active banks operating in 
the jurisdictions of members of the Basel Committee (G10 countries). In 2006-2007, we 
continued to work closely with Canadian banks and our international counterparts on a 
roadmap to help them integrate the Accord into their business processes. More than a 
compliance exercise, we believe the Accord will help institutions to enhance their risk 
management practices.  
 
A key role for OSFI is to monitor and assess the impact of changes in the economic 
environment on the risk profile of financial institutions. We must have the resources in 

As of March 31, 2007, 
95% of all rated financial 
institutions have been 
assigned a low or 
moderate Composite Risk 
Rating, the fourth year in 
a row this statistic has 
improved. 
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place to identify and deal with an economic downturn or unexpected events/potential 
problems, such as a pandemic, that could disrupt business. In 2006-2007, we developed 
plans to test OSFI’s business continuity plan against various scenarios and to assess 
institutions’ stress-testing capabilities. This planning is essential to meeting our ongoing 
responsibilities for accurate risk assessment and timely, effective intervention. 
 

Although the financial health of federally regulated 
private pension plans had improved significantly by 
the end of 2006, the dramatic turnaround 
demonstrates the volatility in this area. Pension plan 
sponsors and administrators should seize the 
opportunity provided by stronger solvency results to 
enhance their risk management strategies. They 

must continue to be vigilant and knowledgeable about techniques to manage the potential 
risks volatility can pose. OSFI continued to make strategic investments in our pension 
systems, controls and monitoring resources.  
 
Canada has a public pension system that is expected to be sustainable and affordable well 
into the future in the face of changing demographic conditions. Ongoing review of the 
system, including actuarial studies performed by the Office of the Chief Actuary (OCA) 
on various public pension programs, will help to ensure that this remains the case. During 
2006-2007, the OCA released its 22nd Actuarial Report on the Canada Pension Plan 
(CPP), required after Bill C-36 was introduced in the House of Commons as a result of 
the CPP triennial financial review completed by the federal and provincial Ministers of 
Finance in June 2006. The OCA also provided statutory actuarial reports, subsequently 
tabled in Parliament during the year, on the pension plan for the Public Service, the 
RCMP and the Canadian Forces, including the Public Service Death Benefit Account and 
the Regular Force Death Benefit Account. 
 
OSFI conducts periodic anonymous surveys of knowledgeable observers on our 
operations, consults broadly with industry and other regulators, and welcomes 
opportunities to appear before Parliament to raise awareness about the important work we 
do. For example, in 2006-2007, on our behalf an independent firm conducted a 
confidential consultation with insurance companies and related service providers to 
explore their perceptions of the current insurance marketplace, OSFI in general, and the 
work of our actuarial division in particular. The results, which are posted on our Web 
site, indicate that OSFI is viewed as being effective in discharging its mandate, and that 
staff involved in actuarial matters are knowledgeable in core areas. Areas for 
improvement were also identified and are being addressed through management’s 
response to the survey findings. 
 
In the fall of 2007, Canada’s financial sector will be reviewed by the International 
Monetary Fund (IMF) under its Financial Sector Assessment Program (FSAP). During 
2006-2007, OSFI worked with Canadian banks, as well as the Department of Finance and 
the Bank of Canada, to prepare for the review. Canada was already reviewed by the 
Financial Action Task Force (FATF), for which OSFI provided input for an international 

OSFI continued to make 
strategic investments in 
our pension systems, 
controls and monitoring 
resources. 
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evaluation of our anti-money laundering and anti-terrorist financing regime. Results of 
the FATF review are expected to be released in early 2008. 
 
Financial institutions are not the only place where rapid 
change is taking place. The regulatory environment is 
evolving as well, with emerging practices such as 
principles-based versus rules-based regulation. Already 
moving in this direction, OSFI continued to evolve the 
regulatory framework for federally regulated financial 
institutions by contributing to the review and update of 
financial institutions legislation (Bill C-37), releasing a number of new guidelines, and 
collaborating with a number of foreign country supervisory authorities.   
 
To support its program priorities, OSFI invests resources in high-quality internal 
governance and related reporting. We completed a Treasury Board assessment of our 
Management Accountability Framework during 2006-2007, and achieved “notable” 
results for several indicators. OSFI was also commended for its efforts in developing the 
internal audit function under the new Treasury Board Policy on Internal Audit. We 
increased capacity in our internal audit function as well as the number of internal audits 
performed in the fiscal year. We also appointed an independent member as Vice-
Chairperson to further enhance the Audit Committee’s independence. 
 
OSFI continues to strive to manage its costs, the majority of which are recovered from 
industry. Because OSFI places significant reliance on boards of directors, senior 
managers and external auditors of financial institutions, OSFI’s costs are generally lower 
than regulatory bodies that do not use such systems. However, the need to hire and keep 
highly skilled staff to deal with the rapidly changing and complex environment, and to 
make investments in technology to allow us to monitor and assess risk in the financial 
institutions and pension plans we regulate, continues to place cost pressures on OSFI.  
 
OSFI will continue to play a pivotal role in the Canadian financial services industry, 
charting a course that builds on our strengths and balances our approach. We will also 
continue to assess and measure our performance in order to retain and enhance our 
reputation as a world leader in financial regulation and supervision. 
 
 

OSFI continued to 
evolve the regulatory 
framework for 
federally regulated 
financial institutions. 
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I.3 Summary Information 

I.3.1 OSFI’s Reason for Existence 

OSFI's legislated mandate, established in 1996, is to: 
• Supervise federally regulated financial institutions and private pension plans to 

determine whether they are in sound financial condition and meeting minimum plan 
funding requirements respectively, and are complying with their governing law and 
supervisory requirements; 

• Promptly advise institutions and plans in the event there are material deficiencies and 
take, or require management, boards or plan administrators to take, necessary 
corrective measures expeditiously; 

• Advance and administer a regulatory framework that promotes the adoption of 
policies and procedures designed to control and manage risk; and 

• Monitor and evaluate system-wide or sectoral issues that may impact institutions 
negatively. 

 
In meeting this mandate, OSFI contributes to public confidence in the financial system. 
 
OSFI’s legislation also acknowledges the need to allow institutions to compete 
effectively and take reasonable risks. It recognizes that management, boards of directors 
and plan administrators are ultimately responsible for setting strategy and managing the 
financial institutions and pension plans and that there can be failures.   
 
The Office of the Chief Actuary (OCA), which is an independent unit within OSFI, 
provides actuarial services to the Government of Canada. 
 
Strategic Outcomes  
Primary to OSFI’s mission and central to its contribution to Canada’s financial system 
are two strategic outcomes: 

1. To regulate and supervise to contribute to public confidence in Canada’s 
financial system and safeguard from undue loss. OSFI safeguards depositors, 
policyholders and private pension plan members by enhancing the safety and 
soundness of federally regulated financial institutions and private pension plans. 

2. To contribute to public confidence in Canada's public retirement income system. 
This is achieved through the activities of the Office of the Chief Actuary, which 
provides accurate, timely advice on the state of various public pension plans and 
on the financial implications of options being considered by policy makers. 

I.3.2 Total Financial and Human Resources 

The table below identifies OSFI’s financial and human resources, planned and actual, for 
the 2006-2007 fiscal year.  
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OSFI’s actual number of average full-time equivalents (FTEs) for the year was 456 or 
three less than planned and 22 more than the previous year.  

The increase of 22 FTEs from the previous year was largely in the Regulation and 
Supervision of Federally Regulated Financial Institutions program. OSFI focused 
aggressively during the latter half of 2006-2007 on filling vacancies, particularly in the 
Toronto office.  OSFI also increased its resources in the Regulation and Supervision of 
Federally Regulated Private Pension Plans program due to this sector’s challenges.  

2006-2007 Financial Resources ($ millions) 
Planned Authorities Actual 

$85.0 $85.0 $84.6 

2006-2007 Human Resources (Average Full-Time Equivalents) 
Planned Actual Difference 

459 456 3 

 
Note: Refer to Section III.1 for additional details.   

I.3.3 Summary of Performance 

In OSFI’s Report on Plans and Priorities, eight program priorities and two program 
support priorities were identified for 2006-2007. The following tables summarize 
performance against these priorities. 
 
 
Program Priorities 
 

Priority Type Expected Results Performance 
Status 

Planned 
Spending 

Actual 
Spending 

Strategic Outcome: Regulate and Supervise to Contribute to Public Confidence in Canada’s Financial 
System and Safeguard from Undue Loss 
Program Activity: Regulation and supervision of federally regulated financial institutions 
Priority 1: 
Accurate risk 
assessments of 
financial 
institutions and 
timely, effective 
intervention and 
feedback. 

On-
going 

• OSFI uses a modern 
supervisory process that is 
effective and leads to an 
accurate overall assessment of 
the risk profile and control 
functions of the financial 
institutions it regulates and 
supervises.  

• In exercising its early 
intervention mandate, OSFI is 
proactive in intervening in 
problem cases in an effective 
and appropriate manner. 

Successfully 
met 

$50.1M $51.3M 
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Priority Type Expected Results Performance 
Status 

Planned 
Spending 

Actual 
Spending 

Priority 8: 
Ensure that 
OSFI is in a 
position to 
review and 
approve 
applications that 
are submitted for 
approval under 
the Basel II 
capital 
framework. 

NEW • Implement a process and an 
organizational structure to 
manage Basel II projects. 

• Monitor major banks, and 
periodically update their 
boards of directors and senior 
executives on OSFI’s 
assessment of their ability to 
comply with Basel II. 

• Respond in a timely manner to 
bank requests for interpretation 
or for flexibility in 
implementation. 

• Complete a gap analysis 
between OSFI’s supervisory 
framework and Basel II 
requirements. 

Successfully 
met 

 
 
 
 
 
 
 
 
 
 

In progress 
 

Costs for 
this 
priority  
are 
included 
 in the 
costs for 
Priority 1 
above 

Costs for 
this 
priority 
are 
included 
in the 
costs for 
Priority 1 
above 

Priority 2:  
A balanced, 
relevant 
regulatory 
framework of 
guidance and 
rules that meets 
or exceeds 
international 
minimums. 

On-
going 

• In developing and maintaining 
a regulatory framework that 
meets or exceeds international 
minimums, OSFI strikes an 
appropriate balance between 
safety and soundness and the 
need for institutions to 
compete. 

Successfully 
met 

$15.2M $14.2M 

Priority 7: 
Participate in 
and monitor 
international 
work on 
conceptual 
changes to 
accounting 
standards. 

NEW • Competitive prudent capital 
rules and regulatory reporting 
for Canadian financial 
institutions. 

• Promotion of consistent 
treatment between banks and 
insurance companies for the 
same economic risks. 

• Alignment with practices in 
other regulatory jurisdictions 
to ensure consistency and 
remove the ability for capital 
arbitrage. 

• Maintain OSFI’s strategy of 
using audited financial 
statements as the basis for 
regulatory reporting. 

Successfully 
met 

Costs for 
this 
priority 
are 
included 
in the 
costs for 
Priority 2 
above 

Costs for 
this 
priority 
are 
included 
in the 
costs for 
Priority 2 
above 

Priority 3:  
A prudentially 
effective, 
balanced and 
responsive 
approvals 
process. 

On-
going 

• OSFI’s regulatory approvals 
result in prudentially sound 
decisions that are timely, clear 
and transparent. 

Successfully 
met 

$7.9M $6.9M 
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Priority Type Expected Results Performance 
Status 

Planned 
Spending 

Actual 
Spending 

Program Activity: Regulation and supervision of federally regulated private pension plans 

Priority 4: 
Accurate risk 
assessments of 
pension plans, 
timely and 
effective 
intervention and 
feedback, a 
balanced 
relevant 
regulatory 
framework, and 
a prudentially 
effective and 
responsive 
approvals 
process. 

On-
going 

• OSFI uses a modern 
supervisory process that leads 
to an accurate overall 
assessment of the risk profile 
of the private pension plans 
that it regulates.  

• In exercising its early 
intervention mandate, OSFI is 
proactive in intervening in 
problem cases. 

Successfully 
met 

$5.2M $5.7M 

Program Activity: International Assistance 
Priority 5: 
Contribute to 
awareness and 
improvement of 
supervisory and 
regulatory 
practices for 
selected foreign 
regulators 
through the 
operation of an 
International 
Assistance 
Program. 

On-
going 

• OSFI to contribute to the 
awareness and improvement of 
supervisory and regulatory 
practices for foreign regulators 
and jurisdictions. 

Successfully 
met 

$1.9M $2.0M 

Strategic Outcome: To contribute to public confidence in Canada's public retirement income system. 

Program Activity: Office of the Chief Actuary 
Priority 6: 
Contribute to 
financially sound 
federal 
government 
public pension 
and other 
programs 
through the 
provision of 
expert actuarial 
valuation and 
advice. 

On-
going 

• Provide expert and timely 
advice in the form of high 
quality reports tabled in 
Parliament, in respect of the 
CPP when certain bills are 
introduced and when 
amendments are made to 
certain other public sector 
pension plans.  

• Provide expert and timely 
advice in the form of high 
quality reports, in respect of 
Public Sector Pension and 
Insurance Plans.  

• Provide expert and timely 

Successfully 
met 

$4.7M $4.5M 
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Priority Type Expected Results Performance 
Status 

Planned 
Spending 

Actual 
Spending 

advice in the form of high 
quality and timely actuarial 
reports, in respect of the 
Canada Student Loans 
Program. 

 
NOTE: Detailed analysis of performance against these Priorities is provided in Section 
II.3 
 
Program Support Priorities 
 

Priority Type Expected Results Performance 
Status 

Planned 
Spending 

Actual 
Spending 

Priority 9:  
High-quality 
internal 
governance and 
related reporting. 

On-
going 

• OSFI's financial results 
accurately reflect its 
financial position. 

• Programs and activities are 
operating within applicable 
policies, acts and guidelines. 

Successfully 
met 

Priority 10: 
Resources and 
infrastructure 
necessary to 
support 
supervisory and 
regulatory 
activities. 

On-
going 

• High quality staff and a 
motivated and skilled 
workforce.  

• Program support is efficient 
and delivers services at 
reasonable cost and turn-
around time relative to 
peers. 

• A cost-effective, secure and 
robust technology 
infrastructure. 

Successfully 
met 

Costs for 
these 
priorities 
are 
included 
in the 
costs for 
Priorities 
1-6 above 

Costs for 
these 
priorities 
are  
included 
in the 
costs for 
Priorities
1-6 above 

 
NOTE: Detailed analysis of performance against these Priorities is provided in Section 
IV.2 
 
I.4 OSFI’s Overall Performance 
 
I.4.1 Description of Overall Performance 
 
In terms of performance, the year 2006-2007 was overall a good one, during which OSFI 
was successful in meeting the expectations flowing from all of its priorities. This success 
can be in part ascribed to the rigorous internal monitoring of our performance which in 
turn is evidenced by the results of surveys of stakeholders. These results confirm our 
commitment to performance monitoring and continuous improvement. 
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As a regulator of financial institutions, OSFI constantly endeavors to promote sound 
practices by organizations to identify and manage risk. As of March 31 2007, 95% of all 
rated institutions have been assigned a low or moderate Composite Risk Rating. 
 
OSFI has developed a clear framework and rules to help Canadian banks develop systems 
that meet the Basel II Capital adequacy norms. A major focus of this year has been 
review and approval of Basel II capital framework implementation. OSFI was extensively 
involved in the rollout of the regulatory norms and processes for approving applications 
for banks. OSFI also conducted three ‘college of supervisors’ events to exchange 
information on cross-border implementation approaches with supervisors of major 
foreign subsidiaries of Canadian banks in order to reduce regulatory overlap and facilitate 
effective communication between banks and other regulators. 
 
OSFI continued to evolve the regulatory framework for financial institutions it 
supervises. In this process, OSFI strives to make guidelines and rules for financial 
institutions that are in agreement with international norms. Some of the key achievements 
for this year include work with the Department of Finance to review and update the 
financial institutions legislation (Bill C-37), release of several new guidelines, and 
development of information-sharing agreements with a number of foreign country 
supervisory authorities. 
 
In the international arena, OSFI has been working with foreign regulators and sharing its 
expertise in improvement of supervisory and regulatory practices in many countries. 
Specifically, OSFI’s work included providing help to implement on-site examination 
programs, providing consultative, legislative and regulatory drafting expertise, and 
providing training and in-house programs. One of the major achievements this year has 
been the significant inroads made into the African nations, a region highly important for 
the Canadian International Development Agency (CIDA). 
 
Finally, OSFI continued to provide its expert actuarial valuation and advice to the Federal 
Government for sound financial management of the Public Sector Pension and Insurance 
Programs through the Office of the Chief Actuary (OCA). The OCA was instrumental in 
providing the Government with expert advice in the form of high quality reports 
including on the Canada Pension Plan, Public Sector Pension and Insurance Plans, and 
the Canada Student Loans Program.  
 
Consultations with Stakeholders 

To monitor the status of its strategic outcomes, OSFI conducts periodic, anonymous, 
independent consultations with stakeholders. This provides OSFI with an indication of its 
performance in certain areas, such as the appropriateness of its supervisory or rule-
making practices and the usefulness of its feedback to institutions. Such stakeholder 
consultations are a key mechanism for monitoring organizational performance (see 
section II.2). 
 

In 2006-2007, for example, OSFI commissioned The Strategic Counsel, an independent 
research firm, to conduct confidential consultations with insurance companies to explore 
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perceptions of the current insurance marketplace, of OSFI in general, and of the work of 
OSFI’s actuarial division in particular.1 As the primary regulator of federally registered 
life, and property and casualty, insurance companies, OSFI interacts with representatives 
of these companies, and professionals who act on their behalf, in order to fulfil its 
mandate. Information from the consultation enabled OSFI to know if we are providing 
the necessary guidance and direction to our stakeholders.  

In terms of our Program Activity Architecture, this consultation measured OSFI 
performance in relation to both Risk Assessment and Intervention, and Rule Making. 
 
The findings revealed that OSFI is viewed as being effective in discharging its mandate, 
in identifying problems and being proactive in dealing with issues, and staff involved in 
actuarial matters are perceived as knowledgeable in core areas. Areas for improvement 
were identified, such as providing greater feedback on required filings; broadening 
communication about OSFI’s international efforts; and increasing the level of expertise 
and the complement of staff dealing with actuarial matters. 
 
OSFI is developing an action plan to address areas for improvement and will keep the 
industry informed of its progress. The complete Report on Actuarial Consultations is 
available on OSFI’s Web site, under About OSFI / Reports / Consultations and Surveys. 
 
I.4.2 Supporting the Government of Canada’s Outcomes 
 
OSFI’s strategic outcomes, supported by our plans and priorities, are intrinsically aligned 
with broader government outcomes, specifically strong economic growth, income 
security and employment for Canadians, and a safe and secure world, as identified in the 
TBS report Canada’s Performance 2007.  The following table summarizes the linkages 
between OSFI’s strategic outcomes and priorities and the Government of Canada’s 
Outcomes. The specific linkages are described in more detail after the table. 

                                                 
1 OSFI provided The Strategic Counsel, an independent research firm, with a list of executives and professionals 
representing a cross-section of the life and property and casualty insurance companies regulated by OSFI. The research 
firm conducted 64 one-on-one confidential interviews. The research firm independently selected the samples from the 
list, and OSFI does not know who was interviewed. Unless otherwise noted, the findings reported emerged consistently 
across stakeholder groups. 
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OSFI’S 
Strategic 

Outcomes 

OSFI’s  
Program Priorities / Commitments 

From 2006-2007 RPP 

OSFI’s contributions to 
Government of Canada’s 

Outcomes 

1) Accurate risk assessments of financial 
institutions and timely, effective intervention 
and feedback. 

8) Ensure that OSFI is in a position to review 
and approve applications that are submitted 
for approval under the Basel II capital 
framework. 

• Strong economic growth 
• A safe and secure world 
 

2) A balanced, relevant regulatory framework of 
guidance and rules that meets or exceeds 
international minimums. 

7) Participate in and monitor international work 
on conceptual changes to accounting 
standards. 

• Strong economic growth 
 

3) A prudentially effective, balanced and 
responsive approvals process.  

• Strong economic growth 
 

4) Accurate risk assessments of pension plans, 
timely and effective intervention and 
feedback, a balanced, relevant regulatory 
framework, and a prudentially effective and 
responsive approvals process.  

• Strong economic growth 
• Income security for 

Canadians 
 

Public 
Confidence in 
the Financial 
System and 
Safeguarding 
from Undue 
Loss  

5) Contribute to awareness and improvements 
of supervisory and regulatory practices for 
selected foreign regulators through the 
operation of an International Assistance 
Program.  

• Strong economic growth 
• A safe and secure world 
 

Public 
Confidence in 
Canada’s 
Public  
Retirement 
Income 
System 

6) Contribute to financially sound federal 
government public pension plans and other 
programs through provision of expert 
actuarial valuation and advice.  

• Income security for 
Canadians 

 

 

Strong Economic Growth 
 
A properly functioning financial system, in which consumers and others (inside and 
outside Canada) who deal with financial institutions have a high degree of confidence, 
makes a material contribution to Canada’s economic performance. The achievement of 
OSFI’s strategic outcomes, which are shared by other institutional partners within 
government and the private sector, provides an essential foundation for a productive and 
competitive economy.  
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OSFI supervises more than 450 financial institutions. This requires that we balance the 
need to maintain effective supervision with the need to focus risk assessment and 
intervention toward higher risk areas. We must allow institutions to compete and grow 
their businesses, yet scrutinize their ability to manage the inherent risk of increasingly 
complex financial products through better controls.  
 
OSFI’s activities and programs to enhance the safety and soundness of financial 
institutions are key to a regulatory framework underpinning the financial system, which 
in turn is essential to remain competitive in the global economy.   
 
Income Security for Canadians 
 
OSFI supervises more than 1,300 federally-regulated private pension plans in Canada. 
Our actions and decisions affect plan members as well as the sponsors and administrators 
of the plans. We work to promote responsible pension plan governance and actuarial 
practices. 
 
OSFI’s approach to private pension plan supervision is a balanced one that recognizes 
that plan administrators need to take reasonable risks in their investment and funding 
strategies and that plans or their sponsors can sometimes experience difficulties that lead 
to loss of benefits. While OSFI is mandated to protect pension plan members, our 
approach means we are careful to avoid actions that could place defined benefit plans at a 
disadvantage. Despite considerable financial pressures on pension plans, there were very 
few cases of plans terminating with a reduction of benefits, and these affected a very 
small number of Canadians.    

Canada has set in place a public pensions system that is expected to be sustainable and 
affordable well into the future in the face of changing demographic conditions. Ongoing 
review of the system, including actuarial studies performed by the Office of the Chief 
Actuary on various public pension programs, will help to ensure this remains the case. 

The federal government, through the Canada Pension Plan in conjunction with the 
provinces and territories, and through public sector pension arrangements and other social 
programs, has made commitments to Canadians and is responsible for ensuring the 
sustainability of these commitments. Some are long term, and it is important that 
decision-makers, Parliamentarians and the public understand these commitments and the 
inherent risks they present. In the case of the Canada Pension Plan, these commitments 
have been made in conjunction with the provinces and territories, who are co-stewards of 
the CPP.  
 
The Office of the Chief Actuary has a vital and independent role to play in this process. 
The OCA provides appropriate checks and balances on the future costs of the different 
pension plans and social programs that fall under our responsibilities. The OCA produces 
and tables before Parliament actuarial reports on the Canada Pension Plan (CPP), Old 
Age Security (OAS) program and public sector employee pension and insurance plans. 
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A Safe and Secure World 
 
OSFI supports the government’s priority for a safe and secure world by contributing to 
the fight against terrorism financing and money laundering. OSFI’s focus relates to the 
guidance and supervisory review of the operation of financial institution programs to 
comply with anti-money laundering / anti-terrorism financing requirements. 
 
Canadian financial institutions, many of which are increasingly expanding their physical 
presence and exploring business opportunities outside of Canada, are involved in the 
global financial system. Canada and other G-8 governments have recognized that 
upgrading the supervisory capacity of emerging market regulatory bodies can help to 
enhance the stability of the global financial system. Canada has chosen to play an 
important role in this regard, both directly and indirectly, through OSFI’s technical- 
assistance program, which is designed to help emerging market economies improve their 
financial institution supervisory systems.    
 

I.4.3 Operating Environment 

OSFI’s Accountability Framework 

OSFI was created in 1987 through the enactment of the Office of the Superintendent of 
Financial Institutions Act (OSFI Act), and subsequently received a legislated mandate 
that clarified its objectives in the regulation and supervision of federal financial 
institutions and private pension plans.   

The OSFI Act provides that the Minister of Finance is responsible for OSFI.  It also 
provides that the Superintendent is solely responsible for exercising the authorities 
provided by the financial legislation, and is required to report to the Minister of Finance 
from time to time on the administration of the financial institutions’ legislation. The 
Superintendent periodically appears before various House of Commons and Senate 
Committees. 

The Office of the Chief Actuary (OCA) was created within the organization as an 
independent unit to effectively provide actuarial and other services to the 
Government of Canada and provincial governments who are Canada Pension Plan 
(CPP) stakeholders. The OCA has a vital and independent role to play in this 
process. The Reporting and Accountability Framework for the Office of the Chief 
Actuary within OSFI establishes the Chief Actuary as the person solely 
responsible for the content and the actuarial opinions in reports prepared by the 
OCA. The Chief Actuary periodically appears before various House of Commons 
and Senate Committees.  More information is available on OSFI’s Web site under 
the Office of the Chief Actuary.   

OSFI's accountability framework is made up of a variety of elements.  OSFI participates 
in established international reviews jointly led by the World Bank / International 

http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/oca/Reporting_Accountability_OCA_e.pdf
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Monetary Fund to determine whether OSFI is meeting internationally established 
principles for prudential regulators. OSFI regularly conducts anonymous surveys of its 
knowledgeable observers to assess its performance and effectiveness as a regulator. This 
includes OSFI’s contribution to public confidence and how OSFI compares to other 
regulators. Survey results are disclosed on OSFI's Web site under About OSFI / Reports / 
Consultations and Surveys.    

OSFI consults extensively on its regulatory rules before they are finalized with financial 
institutions, other government agencies and subject matter experts. OSFI has its financial 
statements reviewed and approved by an audit committee which includes a majority of 
independent members, and audited annually by the Auditor General. OSFI reports to 
Parliament through the publication of a Report on Plans and Priorities (RPP), a 
Departmental Performance Report (DPR), and an Annual Report. OSFI also produces 
and distributes to its stakeholders an annual Plan and Priorities. The Superintendent 
reports to the Minister of Finance on OSFI operations.  

Finally, as described in this document, OSFI has implemented a range of measures that 
allow OSFI to assess its performance.  

In the fall of 2005, OSFI created the position of Director, Strategic Planning and 
Performance Measurement, in recognition that to be effective we must continue to 
enhance this area. The Director is responsible for strategic planning processes and 
key planning documents; for enhancing key management practices; and for 
coordinating corporate-level performance measures. 
 
In 2005-2006, as part of OSFI’s ongoing commitment to improved identification 
of risks and assessment of the quality of risk mitigants during the planning 
process, the Enterprise Risk Management (ERM) process was rolled out across 
OSFI. This process allows for greater understanding and ownership of risks at the 
working levels, and provides a consistent approach to risk management across the 
organization. The Director of Strategic Planning and Performance Measurement 
coordinates the ERM process and ensures that the ERM results are incorporated 
into corporate planning. 

In the spring of 2006, OSFI appointed independent members to its Audit Committee, who 
serve along with the Superintendent. Consistent with the Comptroller General of 
Canada’s approach to internal audit oversight, OSFI named one representative from the 
public sector. The independent members represent a majority of the committee, further 
enhancing the oversight of OSFI’s operations. The mandate of the Audit Committee is to 
provide independent, objective advice, guidance, and assurance to help OSFI efficiently 
and effectively achieve its business objectives and mandate. In order to give this support 
to the Superintendent, the Audit Committee will exercise active oversight of core areas of 
OSFI's accountability, risk and control processes. The committee is expected to meet at 
least four times a year, and members may serve a term of up to four years, with a 
maximum of two terms. Biographies of the audit committee members are available on 
OSFI’s Web site under Audit Committee.  

http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailID=649
http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailID=649
http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailID=1342
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OSFI’s internal Audit and Consulting Services Group conducts regular internal audits as 
per its audit plan and posts the results of these audits on its Web site under About OSFI / 
Reports / Internal Audit Reports. Management’s response to identified issues is contained 
in each report. More information is available in this report in Section III, Table 10.  
 
Regulated Entities  
 
The Office of the Superintendent of Financial Institutions (OSFI) is the primary regulator 
of financial institutions and private pension plans operating in Canada under federal 
jurisdiction.   

OSFI supervises and regulates all federally incorporated or registered deposit-taking 
institutions (e.g., banks), life insurance companies, property and casualty insurance 
companies, and federally regulated private pension plans. These 1,785 organizations 
managed a total of $3,375 billion of assets (as at March 31, 2007).  

 
Federally Regulated Financial Institutions and Private Pension Plans and Related Assets 
 
 

Deposit- 
Taking 

Institutions 

Life 
Insurance 
Companie

s 

Property and 
Casualty 

Companies 

Federally 
Regulated 

Private 
Pension Plans Total 

Number of 
organizations 148 114 191 1,332 1,785 
Assets $2,679 billion $463 billion $103 billion $130 billion $3,375  billion 
 

Entities Regulated by OSFI
Assets as a percentage

79.4%

13.7%
3.1% 3.9%

Deposit- Taking Institutions
Life Insurance Companies
Property and Casualty Companies
Federally Regulated Private Pension Plans

 
OSFI also undertakes supervision of provincially incorporated financial institutions on a 
cost recovery basis under contract arrangements with some provinces. Additional detail 
may be found on OSFI’s Web site under Who We Regulate. 

http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailID=894
http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailID=568
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Cost Recovery 

OSFI recovers its costs from several revenue sources. OSFI is funded mainly 
through asset-based, premium-based or membership-based assessments on the 
financial institutions and private pension plans that OSFI regulates and 
supervises, and a user-pay program for selected services. 

The amount charged to individual institutions for OSFI’s main activities of risk 
assessment and intervention (supervision), approvals and rule making is 
determined in several ways, according to various formulas set out in regulations.  
In general, the system is designed to allocate costs based on the approximate 
amount of time spent supervising and regulating each industry. Costs are then 
assessed to individual institutions within an industry based on the applicable 
formula, with a minimum assessment for smaller institutions. 

Specific user fees cover costs for certain approvals. The coming into force on 
April 28, 2006 of the Regulations Amending the Charges for Services Provided by 
the Office of the Superintendent of Financial Institutions Regulations 2002 
reduced the number and types of legislative approvals that attract a fee.  Ongoing 
costs to process approvals for which user fees no longer apply are recovered 
through base assessments. 

Problem (staged) institutions are assessed a surcharge on their base assessment, 
approximating the extra supervision resources required. As a result, well-
managed, lower-risk institutions bear a smaller share of OSFI’s costs. 

OSFI also receives revenues for cost-recovered services. These include revenues 
from the Canadian International Development Agency (CIDA) for international 
assistance; revenues from provinces for which OSFI does supervision of their 
financial institutions on contract; and revenues from other federal agencies for 
which OSFI provides administrative support. Effective 2002-2003, cost-recovered 
services revenue also included amounts charged separately to major banks for the 
implementation of the internal ratings-based approach of the New Capital 
Adequacy Framework or “Basel II”; these cost-recovery Memoranda of 
Understanding will expire in October of 2007, after which time any ongoing 
Basel II costs will be recovered through base assessments. 

Overall, OSFI fully recovered all its expenses for the fiscal year 2006-2007. 

Effective 2002-2003, OSFI began collecting late and erroneous filing penalties 
from financial institutions that submit late and/or erroneous financial and 
corporate returns. On August 31, 2005 the Administrative Monetary Penalties 
(OSFI) Regulations came into force. These Regulations implement an 
administrative monetary penalties regime pursuant to which the Superintendent 
can impose penalties in respect of specific violations, as designated in the 
schedule to the Regulations. These Regulations incorporate the late and erroneous 
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filing penalty regime and replace the Filing Penalties (OSFI) Regulations. These 
penalties are billed quarterly, collected and remitted to the Consolidated Revenue 
Fund. By regulation, OSFI cannot use these funds to reduce the amount that it 
assesses the industry in respect of its operating costs. 

The Office of the Chief Actuary is funded by fees charged for actuarial services 
relating to the Canada Pension Plan, the Old Age Security program, the Canada 
Student Loans Program and various public sector pension and benefit plans, and 
by a parliamentary appropriation. 

Informing Canadians 
 
OSFI remains committed to informing Canadians about our activities and plans, and to 
contributing to a dialogue on key issues facing the financial sector and pension plans.  
The Superintendent and other OSFI subject experts delivered nearly 40 presentations, 
both nationally and internationally, to such audiences as the World Bank, the Institute of 
International Bankers, the Global Association of Risk Professionals, the Empire Club, the 
Canadian Institute of Actuaries, and various House of Commons and Senate Committee 
hearings. Most of these presentations are available on OSFI’s Web site. 
 
As part of our commitment to transparency, OSFI made public various reports and 
findings, including its Plan and Priorities 2007-2010; Report on Actuarial Consultation; 
several reports from the Office of the Chief Actuary; and various internal audit reports. 
The full text of these findings and reports can be found on OSFI’s Web site under About 
OSFI/ Reports. 
 
In an initiative to increase efficiency and reduce duplication, effective November 2005, 
OSFI outsourced the handling of public telephone enquiries to the Canada Deposit 
Insurance Corporation Call Centre. Callers to OSFI’s toll-free line now benefit from 
extended hours of operation and greater efficiency, as more officers are available to 
answer telephone calls and the call centre has up-to-date tracking technology. OSFI 
furnishes the information that is provided via the call centre to the public. 
 
Sharing OSFI’s Expertise 
 
Throughout 2006-2007, OSFI shared its expertise with interested Canadians, including 
members of the general public, media, industry, regulators, and legislators: 

• Served over 1,140,830 visitors to OSFI’s Web site 
• Handled 12,299 public enquiries 
• Responded to 121 enquiries from the Members of Parliament 
• Replied to 114 enquiries from representatives of the news media 
• Delivered over 40 speeches and presentations to industry and regulatory forums 

 

 

http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailId=375
http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailId=375
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I.4.4 Context 

Key Partners 

OSFI works with a number of key partners in advancing its strategic outcomes. Together, 
these organizations constitute Canada’s network of financial regulation and supervision 
and provide a system of deposit insurance. On a federal level, partnering organizations 
include the Department of Finance (www.fin.gc.ca), the Bank of Canada (www.bank-
banque-canada.ca ), the Canada Deposit Insurance Corporation (www.cdic.ca), the 
Financial Consumer Agency of Canada (www.fcac-acfc.gc.ca), and the Financial 
Transactions and Reports Analysis Centre of Canada (www.fintrac.gc.ca). 
 
OSFI collaborates with provincial and territorial supervisory and regulatory agencies, as 
necessary, and with private-sector organizations and associations, particularly in rule 
making.   
 
OSFI plays a key role in international organizations such as the Basel Committee on 
Banking Supervision, the Joint Forum, the Financial Stability Forum, the International 
Association of Insurance Supervisors, the Integrated Financial Supervisors, the 
Association of Supervisors of Banks of the Americas, the International Actuarial 
Association, and Le Groupe des superviseurs bancaires francophones. 
 
OSFI engages several partners at various stages of its processes. As the following table 
shows, within the regulatory framework, other federal government organizations play 
prominent roles. 
 
 

Regulatory Framework Roles 
 

Government 
Organization 

Role 

Department of Finance • Sets overall policy and facilitates co-ordination with other federal 
agencies. 

Canada Deposit 
Insurance Corporation 

• Provides deposit insurance.  
• Has a role in dealing with institutions in difficulty. 

Bank of Canada • Provides advice from its perspective in the area of financial 
institutions legislation and regulation and is responsible for the 
oversight, for the purpose of controlling systemic risk, of 
designated payments and other clearing and settlement systems in 
Canada.  

• Plays a key role as lender of last resort. 
 
Maintaining good relationships with these organizations is critical to OSFI’s success.  
OSFI constantly strives to enhance its involvement with these organizations to ensure it is 
maximizing the effective use of resources. 
 
 

http://www.bank-banque-canada.ca/
http://www.bank-banque-canada.ca/
http://www.fin.gc.ca
http://www.cdic.ca
http://www.fcac-acfc.gc.ca
http://www.fintrac.gc.ca


 

OSFI DPR 2006-2007 Section I page 20 

 

Economic and Financial Environment 
 
Canadian financial institutions are highly international. Their health is affected by 
economic and financial conditions in Canada and abroad. Despite a slowdown in the 
United States, global economic growth remained resilient in 2006 and was particularly 
strong in Asia. In Canada, there was robust growth in the first six months of the year but 
the economy slowed in the second half. That was largely attributable to reduced demand 
for Canadian exports from weakened automotive and housing sectors in the U.S. 
Offsetting this drag on real Gross Domestic Product (GDP) was growth in non-residential 
construction and personal expenditures. Moderate economic growth is projected for 2007.  
 
The global corporate default rate remained near all-time lows, and credit trends 
were broadly favourable. However, the global default rate is expected to edge up 
in 2007. In Canada, there are signs the credit cycle has peaked and is in the early 
stages of a slowing trajectory. 
 
Supported by positive economic and financial market conditions in Canada and 
abroad, Canadian financial institutions continued to perform very well in 2006-
2007, enjoying record profits in many cases. As well, they remained well 
capitalized, and credit quality was good. The six largest Canadian banks posted 
very strong profits in 2006. Average return on equity was 23.2%, compared with 
15.9 % in 2005. 
 

Global Corporate Defaults
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Source: Standard and Poor’s 
 
Domestic retail business lines continued to be the primary driver of earnings growth. In 
particular, there was rising demand for mortgage and business loans and for credit card 
products.  
 
Driven by favourable economic conditions in Canada and continued strong demand for 
financial products in 2006, the smaller deposit-taking institutions showed broad-based 
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year-over-year growth in assets and net income. Capital ratios remained generally strong, 
and there was a decrease in the number of staged institutions. 
 
The Canadian life insurance industry had a very solid year in 2006. Average return on 
equity was 14.4%, up from 12.9% the year before. For the three largest competitors, 
industry consolidation over the past five years has presented opportunities to gain 
economies of scale. 
 
The property and casualty insurance industry continued to perform above industry norms 
and reported another very profitable year in 2006. Average return on equity was 20.9%, 
up from 18.0% the previous year.  
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Strong investment returns over the 2006-2007 period helped to improve the financial 
health of federally regulated private pension plans. Stable long-term interest rates and the 
temporary Solvency Funding Relief Regulations introduced by the Government of 
Canada in November 2006 further contributed to easing funding pressures for defined 
benefit plans over the period. However, pension plans continued to face a challenging 
financial and economic environment over the period as interest rates remained at or near 
historically low levels, with the result that pension liabilities remain high. A number of 
pension plans continue to face large funding demands resulting from the difficult 
conditions of the last few years and, for some plan sponsors, the ability to meet these 
demands remains a concern. While the average solvency ratio calculated by OSFI for 
defined benefit plans improved to 1.06 in December 2006 from 0.90 from December 
2005, vigilance is still required. For instance, year-end 2006 data also showed that 
approximately 51% of all defined benefit plans supervised by OSFI were under-funded, 
meaning their estimated liabilities exceeded assets, with 36% of these under-funded plans 
having liabilities that exceeded their assets by more than 10%. Going forward, OSFI will 
continue to monitor plans' solvency positions and financial condition of plan sponsors 
with persistently low solvency ratios, and intervene where appropriate to protect the 
rights and interests of plan members. 
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Competitive Environment 
 
The financial services industry is dynamic – rapidly changing both in Canada and around 
the world. Canadian financial institutions are facing increased risks and competition 
while managing highly complex transactions. These developments in the competitive 
landscape continue to pose significant challenges for financial service providers as they 
attempt to maintain their long-run profitability and/or viability. OSFI's challenge is to 
understand and keep pace with these changes, provide guidance and direction, and help 
chart a course for the future while continuing to fulfill the obligations of its mandate. 
 
Increased globalization has contributed to a progressively more complex and competitive 
international environment for Canadian financial institutions that are deriving an 
increasing proportion of their revenues from international operations. Further, many new 
foreign financial institutions are coming to Canada. These trends enhance competition 
within Canada but also expose domestic financial institutions to the risks and 
opportunities associated with foreign marketplaces. Consequently, OSFI faces additional 
pressure to increase its assessment of risks arising from offshore operations and to 
monitor Canadian institutions’ ability to manage those risks.  OSFI remains aware of 
influences affecting foreign parents of Canadian financial institutions that could 
materially and adversely affect Canadian operations. 
 
Global competitive factors added to the importance of increased cooperation among 
global regulators. OSFI continued to put emphasis on participation in international 
forums, on efforts to ensure that our supervisory framework remains appropriate, and on 
maintaining or enhancing relationships with other regulators. During 2006-2007, OSFI 
worked with Canadian banks, the Department of Finance, and the Bank of Canada to 
prepare for a review of Canada’s financial sector by the International Monetary Fund 
under its Financial Sector Assessment Program.  
 
New domestic and international complexities and competition have led to new and 
different risks. Technological developments, in particular, permit the unbundling of many 
financial risks which can then be sold or passed on to other financial institutions or 
intermediaries. Technological developments have also given rise to alternative delivery 
channels which are increasingly important in the daily operations of all financial 
institutions. 
 
Increased complexity and competition requires institutions to adopt enhanced analytical 
techniques, risk-transfer mechanisms and new control processes to keep pace with 
inherent risks. Many financial institutions have taken important steps to manage the 
changing nature of their risk profiles. Management, corporate governance and oversight 
of risks in Canadian financial institutions are markedly improved compared to five or ten 
years ago. However, OSFI remains concerned that the development of control processes 
may not be keeping pace with the inherent risk, particularly with respect to new financial 
institutions and those experiencing rapid growth. Such financial institutions are subject to 
more supervisory scrutiny. Based on onsite reviews and monitoring, OSFI makes 
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recommendations for addressing these concerns and follow ups are conducted as 
appropriate. 
 
Financial crime and the financing of terrorism are receiving greater attention by 
regulators than was the case a few years ago. OSFI increased the number of resources 
focused on assessing financial institutions' ability to detect and deter money laundering 
and terrorist financing. These reviews indicated a need for further improvements in 
institutions' practices. While many institutions are applying considerable resources to this 
area, some need to do more, and this has been brought to their attention. 
 

Policy Environment 

OSFI continued to play a role in the development and implementation of domestic and 
international policy initiatives. 

As the administrator of the federal financial institutions legislation, OSFI was actively 
engaged in 2006 in the Department of Finance’s five-year review of the financial sector 
legislation. OSFI played a key role in the development of Bill C-37, An Act to amend the 
law governing financial institutions and to provide for related and consequential matters. 
The Bill addressed a number of areas of importance to OSFI, including the reduction of 
regulatory burden through the amendment or elimination of a number of regulatory 
approvals, and further clarification and simplification of the rules surrounding the foreign 
bank entry regime. Bill C-37 received Royal Assent on  
March 29, 2007.  
 
OSFI continued to develop or modify rules to keep the regulatory framework current and 
appropriate for the evolving financial environment, as well as provide a level playing 
field for Canadian financial institutions. For example, during the year, OSFI worked 
closely with the Canadian Institute of Chartered Accountants to finalize OSFI’s 
Guideline D-10 on implementation of the Fair Value Option, which also necessitated a 
number of consequential amendments to several other OSFI accounting guidelines. The 
implementation of this guidance will help to ensure that Canada is consistent with the 
intent of international rules in this area, namely that there should be an ability to assess 
whether fair values are reliable and consistent, and whether those values are based on 
sound internal management practices.  

OSFI also completed the bulk of revisions to its capital guidance in respect of banks and 
trust and loan companies. The updated guidelines will ensure Canada maintains a capital 
regime that meets international standards, while recognizing the realities of the Canadian 
environment. During the year, banks and trust and loan companies worked closely with 
OSFI on implementation issues. The new guidance will formally take effect as of the 
beginning of the 2008 fiscal year. 

As noted in previous performance reports, defined-benefit pension plans in Canada, as in 
many jurisdictions around the world, continue to face challenges from a range of sources. 
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In addition to the impact of current financial conditions on plan solvency and funding, 
there are a number of issues that private pension plan stakeholders have identified as 
potential threats to the long term viability of defined-benefit pension plans. In order to 
address the key issue of funding, OSFI assisted the Department of Finance in the 
development of the Solvency Funding Relief Regulations, which came into force in 
November 2006. The regulations include measures to provide temporary solvency-
funding relief for defined benefit plans, which are designed to facilitate adequate funding 
while protecting the security of plan members’ benefits.   
 
Efficiency and Effectiveness  
In today’s environment, there is a need for organizations such as OSFI to continually 
refine their business processes, enhance their technological capabilities, and improve the 
knowledge and skills of their human resources. Stakeholders rely on OSFI to meet its 
mandate in the most efficient and cost effective manner possible. OSFI has worked to 
achieve these goals through investments in information technology and improvements in 
business processes. This will continue as a priority.   

OSFI has a multi-year Information Management/Information Technology (IM/IT) 
strategy that is dependent on implementing business intelligence technology and data 
warehouse tools to support centrally managed information stores. These stores will allow 
information to be efficiently captured, stored and shared, and managed as a strategic 
asset. The technology is being standardized across the organization enabling the pursuit 
of an integrated approach to information management and delivery. 
 
The bulk of changes currently under way are being executed in IM/IT in support of this 
strategy. Data continues to be consolidated while reporting interfaces and analytical 
capabilities continue to be standardized as well as enhanced in accordance with changing 
business requirements. This is enabling OSFI to respond ever more readily to changes in 
the financial sector by providing easier access to existing data, allowing for more 
comprehensive cross sector reporting and improving system flexibility. For example, 
OSFI built and tested a new data warehouse designed to accept and manage Basel and 
detailed credit data in order to improve the efficiency of handling regulatory data. OSFI 
also implemented a data management process to maximize the usefulness of financial 
data collected from the industry while minimizing potential duplication of data collected. 
 
New data architecture and standards have been developed to ensure that data accuracy, 
quality and security levels remain high in this new data warehousing environment. 
During 2006-2007, a number of new internal business applications began using this 
technology including the application required to manage the new Basel Framework.  
 
OSFI completed the current phase of the Electronic Document Management System 
(EDMS) project to reorganize the balance of its electronic records to improve information 
sharing. EDMS is enabling OSFI employees to share information more easily and 
ensuring that electronic corporate records continue to be managed effectively in 
accordance with government policy. 
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In addition, OSFI has embarked on a review of those legacy systems currently supporting 
the execution of pension plan reviews. This review will result in the development of an 
implementation road map for the replacement of these systems in accordance with 
OSFI’s approved strategic IM/IT plan. 

It is essential for OSFI to continue to attract and retain the skilled human resources it 
needs to fully meet its mandate. Failing to do so would affect OSFI’s ability to effectively 
supervise financial institutions and private pension plans. The skills OSFI needs are 
highly marketable in today’s environment and necessitate that OSFI continue to remain 
competitive in the workplace. 

OSFI introduced several human resources (HR) policies, processes, training and 
communication plans in 2006-2007 to ensure compliance with the new Public Service 
Modernization Act, which is designed to modernize HR management in the federal 
government. These changes provided OSFI the opportunity to enhance its labour relations 
environment; to respond to employee issues surrounding transparency and access within 
the staffing process; and to clarify management’s role and accountabilities with respect to 
HR matters. 
 
During 2006-2007, OSFI continued its succession planning in all high risk areas and the 
integration of its human resources planning process into the business planning process; 
staffing and training/development plans were developed at the divisional level as part of 
the annual planning process. 
 
During this past year, OSFI updated its emergency preparedness tools, facilities and 
processes to ensure effective recovery and continuity of critical services. OSFI also 
planned for alternate resources to sustain critical services in the event of pandemic-
related staff shortages and introduced preventative measures to minimize potential impact 
on staff. 
 
Risks, Challenges and Opportunities  
 
Complexity in the Financial Industry 
Increased complexity in the financial industry, coupled with the competitive nature of 
global markets, present risk to the financial markets. The growing participation of 
Canadian financial institutions in foreign markets challenges OSFI’s ability to implement 
an effective consolidated supervisory framework.  Increased risk is evident in several 
areas, including reputation risk associated with the use of complex products in both the 
banking and insurance industries. OSFI has focused on risks arising from Canadian 
institutions’ offshore operations and their ability to manage those risks, and continued to 
develop and maintain effective working relationships with foreign regulators to optimize 
supervisory efforts.   
 
Accounting and Capital 
OSFI needs to be better positioned to understand and address the potential risk associated 
with implementing evolving accounting standards and their impact on capital regimes. 
These changes will have important implications for OSFI and regulated financial 
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institutions. OSFI strives to ensure that high priority Canadian issues are considered by 
Canadian and international committees and dealt with appropriately. OSFI has 
participated in the Accounting Task Force (ATF) of the Basel Committee on Banking 
Supervision and other international committees to develop a common conceptual 
framework, and is monitoring institutions’ ability to manage challenges of adopting 
international accounting standards 
 
Basel II 
As do other regulators, OSFI faces significant challenges in implementing the Basel II 
capital framework. In its supervision, OSFI must balance the need for quality 
implementation, which achieves the benefit of the framework, with adequate flexibility to 
recognize the challenges faced by institutions. OSFI must also ensure that its approach is 
comparable to that in other major jurisdictions. Canadian banks and OSFI are well 
advanced in efforts to implement the Basel II Capital Accord, but this requires continued 
focus and ongoing work. OSFI ccontinues to work closely with Canadian banks, and our 
international counterparts, on a roadmap to help integrate the Accord into their business 
process and enhance their risk management process. The new capital framework and 
events in the market also require banks and OSFI to focus more on the measurement and 
management of operational risk and its relation to capital. 
 
Financial Crime 
Financial crime and the financing of terrorism are receiving greater attention by 
regulators than was the case a few years ago. Additional requirements are likely to be put 
in place for Canada to remain compliant with international norms. OSFI ccontinues to 
assess institutions’ ability to detect and deter terrorist financing and money laundering 
and its reviews also indicate a need for further improvement in institutions’ practices.  
Doing a highly credible job that is substantially compliant with international norms is 
important for the reputation of both Canadian financial institutions and OSFI. 
 
Private Pension Plans 
The current economic and financial environment creates challenges for OSFI in meeting 
its mandate to regulate and supervise private pension plans. OSFI’s resources have been 
called on to contribute to changes in pension rules, while dealing with a backlog of 
pension approvals. OSFI has published guidance on funding relief and on plan 
registrations to clarify expectations and improve transparency, and has intervened 
successfully in many cases, both through the courts using our intervention powers, and 
cooperatively, to avoid significant losses to plan members. Internally, OSFI has increased 
resources and refined internal processes to intervene promptly, to clarify rules and 
expectations and to improve efficiency of approvals. OSFI will continue to make 
timeliness of the approval function a priority, through the addition of further resources 
and the consideration of enhancements to systems that support these activities.  OSFI will 
also continue to dedicate resources to pension rule review and development. 
 
People Risks 
OSFI faces a continual challenge to hire and retain staff with the relevant skills, 
knowledge and experience. To function as an effective regulator in a rapidly changing 
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and complex environment, OSFI requires staff with the ability to perform in-depth 
analyses and apply judgment, within short timeframes, on complex issues where the 
solution is not always clear-cut. The extent and pace of change both internally and 
externally have put stress on staff and on OSFI’s ability to implement change. Continual 
progress needs to be made in upgrading internal processes and managing change. 
Leadership development was a key focus during the year. The mandatory leadership 
development program, consisting of leadership skills and business process training, 
continued throughout the year. Management staff are required to complete this 
modularized program over a two or three-year period, depending on management level 
and when they begin the program. At year’s end, approximately 70% of the targeted 
audience had completed the available course offerings, which is on target with the 
planned schedule. 
 
Information Technology Systems Risks 
To fulfill its mandate, OSFI must continue to make significant systems investments to 
support communications and information requirements and increase efficiency, flexibility 
and effectiveness of its core supervisory and regulatory processes. The challenge is to get 
the full benefit from these investments and to identify and implement further systems 
development needs in selected areas. OSFI has a multi-year IM/IT strategy that is 
dependent on implementing technology to support centrally managed information stores. 
These stores will allow information to be efficiently captured, stored and shared, and 
managed as a strategic asset. This is enabling OSFI to respond ever more readily to 
changes in the financial sector by providing easier access to existing data, allowing for 
more comprehensive cross sector reporting and improving system flexibility. 
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II. Analysis of Performance by Strategic Outcome  
 

II.1 Strategic Outcomes  
 

Primary to OSFI’s mission and central to its contribution to Canada’s financial system 
are two strategic outcomes: 

1. To regulate and supervise to contribute to public confidence in Canada’s 
financial system and safeguard from undue loss. OSFI safeguards depositors, 
policyholders and private pension plan members by enhancing the safety and 
soundness of federally regulated financial institutions and private pension plans. 

2. To contribute to public confidence in Canada's public retirement income system. 
This is achieved through the activities of the Office of the Chief Actuary, which 
provides accurate, timely advice on the state of various public pension plans and 
on the financial implications of options being considered by policy makers. 
 

In 2004-2005, OSFI implemented the Program Activity Architecture (PAA), as 
recommended by the Treasury Board Secretariat, as part of the federal 
government’s commitment to strengthen oversight and accountability. OSFI 
began reporting under the PAA framework effective with the 2004-2005 DPR.   
 
II.2 Program Activities 

Three program activities support OSFI’s first strategic outcome to regulate and 
supervise financial institutions and private pension plans so as to contribute to public 
confidence.   

1. Regulation and supervision of federally regulated financial institutions (FRFIs) 
This program activity is central to the achievement of OSFI’s mandate to protect the 
rights and interests of depositors and policyholders and advance a regulatory 
framework that contributes to public confidence in the Canadian financial system.  
The three sub-activities of this program are: 

• Risk assessment and intervention includes activities to monitor and supervise 
financial institutions, monitor the financial and economic environment to 
identify emerging issues and intervene in a timely way to protect depositors 
and policyholders, while recognizing that all failures cannot be prevented.  

• Rule making encompasses the issuance of guidance and regulations, input into 
federal legislation affecting financial institutions, contributions to accounting, 
auditing and actuarial standards, and involvement in a number of international 
rule-making activities.   

• Approvals of certain types of actions or transactions undertaken by regulated 
financial institutions.  This covers two distinct types of approvals:  those 
required under the legislation applying to financial institutions and approvals 
for supervisory purposes.   
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There is a strong interrelationship among the three parts of this supervisory and 
regulatory program. The supervisory function relies on an appropriate framework of 
rules and guidance. In some situations, regulatory approval is required because a 
proposed transaction may significantly affect an institution’s risk profile. Approving 
such a change involves both a supervisory and regulatory assessment. Supervisory 
experiences often identify areas where new or amended rules are needed. 

As identified in OSFI’s mandate, OSFI must also recognize the need for financial 
institutions to compete effectively. The sustainability and success of regulated 
institutions is important for the long-term safety and soundness of the financial 
system. As a result, OSFI needs to strike an appropriate balance between promoting 
prudence and allowing financial institutions to take reasonable risks in order to 
compete and prosper. 

2. Regulation and supervision of federally regulated private pension plans 
This program incorporates risk assessment, intervention, rule making and approvals 
related to federally regulated private pension plans under the Pension Benefits 
Standards Act, 1985.   

3. International Assistance 
OSFI supports initiatives of the Government of Canada to assist emerging market 
economies to strengthen their regulatory and supervisory systems. This program 
incorporates activities related to providing help to selected countries that are building 
their supervisory and regulatory capacity. This program is largely funded by the 
Canadian International Development Agency and is carried out by OSFI directly and 
through its participation in the Toronto International Leadership Centre for Financial 
Sector Supervision. This involvement strengthens the financial-system regulatory and 
supervisory regimes in those jurisdictions.  

 
A fourth program activity, the Office of the Chief Actuary (OCA), supports OSFI’s 
second strategic outcome: to contribute to public confidence in Canada’s public 
retirement income system. 

4. Office of the Chief Actuary (OCA)  
The OCA provides a range of actuarial services, under legislation, to the Canada 
Pension Plan (CPP) and some federal government departments, including the 
provision of expert and timely advice in the form of reports tabled in Parliament. The 
basic elements of this program include:  
• Canada Pension Plan and Old Age Security: The OCA estimates long-term 

expenditures, revenues and current liabilities of the CPP and long-term future 
expenditures for Old Age Security programs. The OCA also prepares statutory 
triennial actuarial reports on the financial status of these programs.  

 
• Other Public Sector Pension Plans: The OCA prepares statutory triennial actuarial 

reports on the financial status of federal public sector employee pension and 
insurance plans covering the federal Public Service, the Canadian Armed Forces, 
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the Royal Canadian Mounted Police, the federally appointed judges and Members 
of Parliament.  

 
Since 2001, the OCA also undertakes the actuarial review of the Canada Student 
Loans Program by evaluating the portfolio of loans and the long-term program costs. 

The following diagram shows how OSFI’s main activities are linked to the outputs 
generated in support of programs and their link to strategic outcomes. 
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1Canada Pension Plan, Old Age Security, Canada Student Loans Program, and various public sector 
pension and insurance plans. 
2 These activities are provided with Program Support (by Corporate Services and other organization-wide 
activities). These Program Support costs and FTEs are allocated to the activities based on share of direct 
human resources costs. 

While the program activity “Regulation and Supervision of Federally Regulated Private 
Pension Plans” consists primarily of risk assessment and early intervention, it also 
includes components directed at ensuring a balanced regulatory framework and providing 
a prudentially sound and responsive approvals process, which are not shown on the 
diagram. 
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II.3 Monitoring Mechanisms and Performance 
 
To monitor and assess the impact of its priorities on its strategic outcomes, OSFI uses a 
combination of performance measurement data and information. For each priority, the 
reporting is based on the types of monitoring mechanisms used. 
 
To monitor the status of the strategic outcomes themselves, OSFI uses various types of 
performance measures, including independent assessments (public surveys) and peer 
reviews. Beginning in 1998, OSFI has engaged in a process of periodic, anonymous, 
independent consultations with industry stakeholders. This provides OSFI with an 
indication of its performance in program areas, including whether we are providing the 
guidance and direction necessary to stakeholders. Such consultations are a key 
mechanism for monitoring organizational performance. As noted in Section I.4.1, in 
2006-2007, a consultation was done with insurance stakeholders. 
 
OSFI’s mandate explicitly provides that closures and terminations can occur and are not 
by themselves an indication of OSFI’s performance. So in considering those that do 
occur, OSFI assesses how it performed relative to its early intervention mandate in 
identifying the situation and intervening appropriately. 
 
It should be recognized that OSFI’s performance does not constitute the only influence 
on its strategic outcomes. Indeed, OSFI’s legislation recognizes that there are many other 
factors and stakeholders whose actions or inactions have a large impact on the strategic 
outcomes. However, OSFI continues to monitor this type of information to ensure it has a 
clear understanding of the status of its key strategic outcomes and to gain additional 
insights into the ways by which OSFI itself can continue to contribute to those outcomes. 
 
OSFI also monitors a variety of indicators that contribute to its effectiveness such as the 
appropriateness of its supervisory or rule making practices and the usefulness of its 
feedback to institutions. 
 
In 2004-2005, OSFI developed a new performance measurement framework and a suite 
of measures corresponding to its Program Activity Architecture (PAA), which were 
implemented in 2005-2006. As part of this work, OSFI analyzed performance standards 
established by relevant prudential supervisors in foreign jurisdictions to develop 
comparable standards. Performance measures that are included for the first time in this 
DPR, i.e., they were not reported on in the 2005-2006 DPR, are identified as “NEW”.   
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II.4 Detailed Analysis of Performance 
 
The diagram below illustrates the link between OSFI’s priorities and its Program 
Activity Architecture. 
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1 Accurate risk assessments of financial institutions and timely, effective intervention and feedback.

Priorities

2 A balanced, relevant regulatory framework of guidance and rules that meets or exceeds international minimums.

3 A prudentially effective, balanced and responsive approvals process.

4 Accurate risk assessments of pension plans, timely and effective and feedback, a balanced regulatory framework, and 
a prudentially effective and responsive approvals process.

5 Contribute to awareness and improvement of supervisory and regulatory practices for selected foreign regulators 
through the operation of an International Assistance Program

6 Contribute to financially sound federal government public pension and other programs through the provision of expert 
actuarial valuation and advice.

7 Participate in and monitor international work on conceptual changes to accounting standards.  NEW

8 Ensure that OSFI is in a position to review and approve applications that are submitted for approval under the Basel II 
capital framework.  NEW

Mapping of Priorities to OSFI’s Program Activity Architecture
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In addition to the above Program Priorities, OSFI had two Program Support 
Priorities which are discussed in Section IV.2. 
 
The following tables provide an assessment of OSFI’s performance for the year against 
its Program Priorities. 
 
PRIORITY 1 
 

Strategic Outcome: Regulate and Supervise to Contribute to Public Confidence in 
Canada’s Financial System and Safeguard from Undue Loss 

Program Activity: Regulation and Supervision of Federally Regulated Financial Institutions  

Program Sub-Activity: Risk Assessment and Intervention 

Priority 1: Accurate risk assessments of financial institutions and timely, effective intervention and feedback. 

Description 

 Operate an effective prudential supervisory system by allocating resources to higher risk/impact 
institutions/activities. 

 Conduct timely risk assessments and interventions and provide clear reports and recommendations to 
Federally Regulated Financial Institutions (FRFIs). 

 Recommend appropriate changes in FRFI practices and processes. 

Key Expected Results 

 OSFI uses a modern supervisory process that is effective and leads to an accurate overall assessment of 
the risk profile and control functions of the financial institutions it regulates and supervises. 

 In exercising its early intervention mandate, OSFI is proactive in intervening in problem cases in an 
effective and appropriate manner. 

Key Performance Measures / Achieved Results 

1. Knowledgeable observers2 are of the view that OSFI uses a modern 
supervisory process that is effective and leads to an accurate overall 
assessment of the risk profile and control functions of the financial institutions it 
regulates and supervises.  
NOTE: This measure was not assessed in the year under review, but a link is provided 
to the most recent assessment obtained through independent consultation with 
knowledgeable observers about OSFI’s performance.  

• In 2004-2005, results of consultations with a cross section of financial institutions 
regulated by OSFI showed that satisfaction with OSFI as the principal regulator 
and supervisor of Canada's financial services sector was high. The majority of 

Ratings 

2006-2007 – N/A 

2005-2006 – N/A 

2004-2005 – 92% 
satisfaction 

 

                                                 
2 Knowledgeable observers are defined to meet the parameters of each specific consultation undertaken. In 
general, these are senior executives and professionals representing the stakeholder group.  
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respondents were "very" or "somewhat" satisfied with OSFI's performance as a 
prudential regulator. Source: 2004 Industry Consultation Findings 3 .    

2. Knowledgeable observers are of the view that, in exercising its early 
intervention mandate, OSFI is proactive in intervening in problem cases 
regarding the financial institutions it regulates and supervises.  

• In 2006-2007, results of consultations with a cross section of life and property and 
casualty insurance companies regulated by OSFI showed that 78% of 
knowledgeable observers consider OSFI's treatment of companies of concern as 
appropriate; recommendations are clear and understandable. Source: 2007 Report 
on Actuarial Consultations.4 

• In 2004-2005, results of consultations with a cross section of financial institutions 
regulated by OSFI showed that 85% of knowledgeable observers consider OSFI's 
treatment of companies experiencing financial difficulties as appropriate; 
recommendations are clear and understandable. Source: 2004 Industry 
Consultation Findings 

 

 

2006-2007 – 78% 
appropriate for 
insurance 
companies 

2005-2006 – N/A 

2004-2005 – 85% 
appropriate for   
financial institutions 

 

Performance Discussion 

Steps taken during the year in support of this objective include: 

• Intervened with a number of institutions to improve risk management and governance practices and to 
enhance safety and soundness.  

• Reduced the number of “staged” (problem) institutions, mainly as a result of the continued improved 
health of the Property and Casualty (P&C) insurance industry, as well as effective intervention by OSFI. 
The number of staged institutions declined to 25 at the end of 2006-2007 from 36 a year earlier. 

• Assigned a low or moderate Composite Risk Rating (CRR) to 95% of all rated institutions as at March 31, 
2007. No institution was assessed as high risk. The percentage of institutions with a low or moderate risk 
rating has been improving steadily since 2002-2003, when OSFI started sharing risk ratings with 
institutions.      

• Enhanced risk assessment and intervention activities on emerging areas of risk. For example, OSFI 
increased the focus on risks arising from Canadian institutions’ offshore operations and their ability to 
manage those risks. Continued to develop and maintain effective working relationships with foreign 
regulators to optimize supervisory efforts. 

• Monitored institutions’ ability to manage the adoption of international accounting standards and the 
implementation of Basel II.  

• Reviewed institutions’ crisis response and preparedness.   
• Continued to assess institutions’ ability to detect and deter terrorist financing and money laundering. 
• Increased focus on a potential deterioration in asset quality at smaller deposit-taking institutions. 

                                                                                                                                                 
3 Findings reported here are from the 2004 industry consultation process. An independent consultant, the Strategic 
Council, conducted a series of confidential one-on-one interviews with senior executives and professionals representing 
a cross-section of the institutions regulated by OSFI. OSFI provided a list of key contacts within regulated institutions, 
external actuaries and external auditors, and the consultant selected the final sample. OSFI does not know who was 
interviewed.  A total of 63 interviews were conducted in November and December 2004. The findings reported here 
emerged consistently across stakeholder groups. The final report is available on OSFI’s Web site under About OSFI/ 
Reports/ Consultations and Surveys. 
4 OSFI provided The Strategic Counsel, an independent research firm, with a list of executives and professionals 
representing a cross-section of the life and property and casualty insurance companies regulated by OSFI. The research 
firm conducted 64 one-on-one confidential interviews. The research firm independently selected the samples from the 
list, and OSFI does not know who was interviewed. Unless otherwise noted, the findings reported emerged consistently 
across stakeholder groups. 
 

http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/Industry_e.pdf
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/act_cns_e.pdf
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/act_cns_e.pdf
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/Industry_e.pdf
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/Industry_e.pdf
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• Monitored P&C institutions closely for signs of imprudent pricing behaviour, as well as catastrophic 
exposures.  

Steps planned for the future to improve performance include: 

• Formal review of our supervisory framework to ensure it reflects best practice.  
• Enhance understanding of the measurement and management of operational risk and its relation to 

capital.  
• Monitor the compliance with anti-money laundering laws and anti-terrorism financing controls by FRFIs, 

including the life insurance sector, as well as the foreign operations of large banks. 
• Continue monitoring for potential deterioration in asset quality at smaller deposit-taking institutions. 

Financial Resources ($ millions) 

Planned Authorities Actual 
$50.1 $50.1 $51.3 

Human Resources (average Full-Time Equivalents, including Program Support) 

Planned Actual Difference 
245 258 13  

 
PRIORITY 8 
 

Strategic Outcome: Regulate and Supervise to Contribute to Public Confidence in 
Canada’s Financial System and Safeguard from Undue Loss 

Program Activity: Regulation and Supervision of Federally Regulated Financial Institutions 

Program Sub-Activity: Risk Assessment and Intervention 

Priority 8: Ensure that OSFI is in a position to review and approve applications that are submitted for 
approval under the Basel II capital framework. 

Description 

• Implement a process and an organizational structure to manage Basel II projects. 
• Respond in a timely manner to bank requests for interpretation or for flexibility in implementation. 
• Monitor major banks, and periodically update their boards of directors and senior executives on OSFI’s 

assessment of their ability to comply with Basel II. 
• Complete a gap analysis between OSFI’s supervisory framework and Basel II requirements. 

Key Expected Results 

• OSFI can, with a reasonably high degree of confidence, approve (or otherwise) banks’ applications for 
using advanced approaches outlined in Basel II in their calculation of capital. 

• OSFI effectively deals with banks in their achievement of Basel ll requirements  
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Key Performance Measures / Achieved Results 

1. NEW Circulation and publication of supervisory discussion papers on Basel 
II. 

 
• Completed circulation and publication of papers. 
 
 
2.  NEW Integration of existing supervisory processes with Basel II in advance of 
implementation. 
 
This is a multi-year project, with a number of components, some of which will take 
place in the coming years. Over the course of the past year we have worked on the 
following initiatives:   
• Designed and rolled out a supervisory approval process to review and approve 

bank applications, consistent with existing supervisory processes. 
• Monitored major banks, and updated their boards and senior executives of our 

assessment of their progress towards complying with Basel II requirements to use 
Basel II approaches to calculate capital requirements 

• Provided support to banks in their implementation process, including responding in 
a timely manner to banks’ requests for information, and interpretation of Basel II 
requirements, and our guidance 

 
3.  NEW Knowledgeable observers are of the view that OSFI uses a high quality 
process for implementing Basel II, including timeliness and use of appropriate 
flexibility and judgement, and provides clear feedback to institutions. 
 
• Meetings with institutions, and industry forums where they have had the 

opportunity to provide feedback on our processes, have not yielded any concerns 
with our approach. 

• Feedback from foreign regulators indicates that OSFI uses a high quality process 
for implementing Basel II, including timeliness and use of appropriate flexibility and 
judgement, and provides clear feedback to institutions.  

Rating 

2006-2007 – Met 
expectations 
2005-2006 – N/A 
2004-2005 – N/A 
 
 
2006-2007 – Met 
expectations 
2005-2006 – N/A 
2004-2005 – N/A 

 

 

 

 

 
2006-2007 – Met 
expectations 
2005-2006 – N/A 
2004-2005 – N/A 

 

Performance Discussion 

Steps taken during the year in support of this objective include: 

• Designed and rolled out a supervisory approval process to review and approve bank applications. 
• Finalized the regulatory reporting framework for Basel II. 
• Continued to provide support to banks in their preparations for successful filing of their first “parallel run” 

of the Basel capital adequacy reporting (BCAR) as at October 31, 2006.  
• Hosted three ‘college of supervisors’ events designed to exchange information and discuss cross-

border implementation approaches with supervisors of major foreign subsidiaries of Canadian banks. 
• Conducted reviews to assess bank’s progress in meeting Basel II requirements. 
• Met with major banks periodically and updated their boards of directors and senior executives on 

OSFI's assessment of their ability to comply with Basel II. 

Steps planned for the future to improve performance include: 

• Complete assessments of banks’ progress in meeting Basel II requirements. 
• Review for approval banks’ applications to use IRB capital models prior to the November 1, 2007 

implementation of Basel II.  
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• Focus on the measurement and management of operational risk and its relation to capital, especially 
under the Basel II framework.  

• Complete a gap analysis between OSFI’s supervisory framework and Basel II requirements. 
•   Supervisory methodology is being revisited.  
• Support ongoing supervisory monitoring under Basel II using Business Intelligence (data) tools. 

Resources:  Included in Priority 1 
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PRIORITY 2 
 

Strategic Outcome: Regulate and Supervise to Contribute to Public Confidence in 
Canada’s Financial System and Safeguard from Undue Loss 

Program Activity: Regulation and Supervision of Federally Regulated Financial Institutions 

Program Sub-Activity: Rule Making 

Priority 2:  A balanced, relevant regulatory framework of guidance and rules for financial institutions that 
meets or exceeds international minimums. 

Description 

• Communicate and consult effectively with financial institutions and the industry during the rule 
development process. 

• Contribute effectively to international regulation and standard setting. 

Key Expected Results 

• In developing and maintaining a regulatory framework that meets or exceeds international minimums, 
OSFI strikes an appropriate balance between safety and soundness and the need for institutions to 
compete. 

Key Performance Measures / Achieved Results 

1. Knowledgeable observers are of the view that in its development, 
maintaining and contributing to a regulatory framework that meets or exceeds 
international minimums, OSFI strikes an appropriate balance between safety 
and soundness and the need for institutions to compete. Source: 2007 Report 
on Actuarial Consultations5 
NOTE: OSFI periodically commissions independent consultations with 
knowledgeable observers about its performance in various sectors. The most recent 
was conducted in 2006-2007 with actuarial stakeholders.  

• A February 2007 report on OSFI’s actuarial consultation process found that in 
the case of OSFI’s regulatory approach on actuarial matters, 87% of 
knowledgeable observers were of the view that OSFI was very good or good at 
striking an appropriate balance between effective prudential oversight and 
recognizing the need to allow companies to compete. In the more specific case 
of actuarial guidance, the survey found that 93% of observers believed OSFI’s 
guidance was either very good or good at striking an appropriate balance.  

2. Assessment of OSFI rules against international standards from time to time. 
Source: Internal information on OSFI operations. 

• Continued to monitor rules/guidance issued by certain other jurisdictions to 
complement our overall monitoring of risks and new developments and to help 

Rating 

2006-2007 – 87% 
appropriate for 
insurance companies 

2005-2006 - N/A 

2004-2005 – 76% 
appropriate for 
financial institutions6 

 

 

 

2006-2007 – Met 
expectations   

2005-2006 – Met 
expectations 

                                                 
5 Source: see footnote 4. 
6 Source: see footnote 3 

http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/act_cns_e.pdf
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/act_cns_e.pdf
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assess possible gaps in our framework of rules.  

• Continued our commitment to the work of the International Association of 
Insurance Supervisors (IAIS) and the Basel Committee on Banking Supervision 
(BCBS), which allows supervisors to share information and approaches, thereby 
promoting consistency across jurisdictions.  

2004-2005 – Met 
expectations 

 

Performance Discussion 

Steps taken during the year in support of this objective include: 

• Worked closely with the Department of Finance in the review and update of the financial institutions 
legislation (Bill C-37), and played a key role in streamlining a number of regulatory approvals in order to 
increase regulatory efficiency and reduce the burden on financial institutions. 

• To meet international minimums, developed Guideline E-17 Assessments of Responsible Persons by 
FREs, as a draft for comment. The guideline sets out principles to assist federally regulated entities in the 
establishment of policies and procedures to conduct assessments of the suitability and integrity of their 
directors and senior officers.  

• Released the final version of the Capital Adequacy Requirements (CAR) Guidelines on the 
implementation of the New Basel Framework for banks and federally regulated trust and loan companies. 

• Revised the capital guidelines for banks, life insurance companies, and property and casualty insurance 
companies to reflect the financial instruments standards that took effect after the 2006 fiscal year. 

• Worked with the life insurance industry through the Minimum Continuing and Capital and Surplus 
Requirements (MCCSR) Advisory Committee to develop and incorporate more advanced risk 
measurement techniques for the MCCSR.   

• Issued the final version of an accounting guideline on the treatment of various financial instruments under 
the new "Fair Value Option". The guideline provides further direction with respect to guidance issued by 
the International Accounting Standards Board and the BCBS.  

• Issued the final revised version of Guideline E-15 Appointed Actuary: Legal Requirements, Qualifications, 
and External Review. The revised guideline avoids duplication with requirements now contained in the 
CICA’s Auditing Guideline 43 on Assurance and Related Services. 

• Developed information-sharing agreements with a number of host-country supervisory authorities that 
regulate significant foreign incorporated subsidiaries of Canadian banks. 

• Continued involvement with a number of international groups, including the Joint Forum, the Financial 
Stability Forum, the Integrated Financial Supervisors, the Association of Supervisors of Banks of the 
Americas, the Basel Committee on Banking Supervision, the International Association of Insurance 
Supervisors, the International Actuarial Association, and Le Groupe des superviseurs bancaires 
francophones. 

• Continued to work with a number of Canadian Institute of Actuaries practice committees and collaborated 
on a number of projects such as the development of qualification standard certificates for the Appointed 
Actuary (AA) in Canada and the definition of the role of the auditor and the valuation actuary in light of the 
new Canadian Institute of Charted Accountants’ (CICA) Audit Guideline AuG43 on Assurance and 
Related Services.  

• Collaborated with domestic and international standard setters in areas such as the new international 
accounting standards framework, liquidity risk and business continuity planning.  

• Participated in the International Association of Insurance Supervisors through committee work and 
contribution to several guidance papers addressing areas such as a standard on disclosures for life 
insurers, a standard on asset liability management, and a common structure for the assessment of 
insurer solvency. 
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Steps planned for the future to improve performance include: 

• OSFI continues to review and improve its rule making process (e.g., more targeted and effective industry 
consultation and better defined internal controls over the development process), 

• Continuing membership in international associations and regulatory bodies will help to ensure OSFI 
contributes to the development of international rules, while remaining current with respect to international 
regulatory issues. These factors will assist OSFI in maintaining guidance that meets or exceeds 
international standards.  

• Continue working with the life insurance industry through the Minimum Continuing and Capital and 
Surplus Requirements (MCCSR) Advisory Committee to develop and incorporate more advanced risk 
measurement techniques for the MCCSR. 

Financial Resources ($ millions) 

Planned Authorities Actual 
$15.2 $15.2 $14.2 

Human Resources (average Full-Time Equivalents, including Program Support) 

Planned Actual Difference 
98 77 21  

 
 
PRIORITY 7 
 

Strategic Outcome: Regulate and Supervise to Contribute to Public Confidence in 
Canada’s Financial System and Safeguard from Undue Loss 

Program Activity: Regulation and Supervision of Federally Regulated Financial Institutions 

Program Sub-Activity: Rule Making 

Priority 7: Participate in and monitor international work on conceptual changes to accounting standards. 

Description 

• Develop a prudential response to the change to fair value accounting and revise related regulatory 
reporting as needed. 

• Respond to revision of the International Accounting Standards Board’s conceptual framework and 
insurance accounting overhaul. 

• Take regulatory and supervisory action to respond to these changes, including updating staff 
knowledge of evolving standards. 

Key Expected Results 

• Competitive prudent capital rules and regulatory reporting for Canadian financial institutions. 
• Promotion of consistent treatment between banks and insurance companies for the same economic 

risks. 
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• Alignment with practices in other regulatory jurisdictions to ensure consistency and remove the ability 
for capital arbitrage. 

• If possible, maintain OSFI’s strategy of using audited financial statement amounts for regulatory 
measurement purposes.  

Key Performance Measures / Achieved Results 

1.  NEW Through the identification and communication of well articulated 
positions, OSFI’s prudential issues are considered by Canadian and international 
committees.  OSFI succeeds in having high priority Canadian issues dealt with 
appropriately. 

• OSFI participated as a member country in the work of the Basel Committee on 
Banking Supervision (BCBS) to determine the prudential treatment of changes 
arising from the new Financial Instruments accounting standards. OSFI worked to 
ensure that positions taken by the BCBS considered unique Canadian 
circumstances, including maintaining a level playing field with the US, and allowed for 
national discretion where appropriate. In May 2006, OSFI issued its own Capital 
Advisory “Regulatory Capital Treatment of Certain Significant Items for Basel I under 
the New Financial Instruments Accounting Standards” which outlined our capital 
decisions for deposit taking institutions. These decisions were also applied to 
regulated insurers with minor modification for Available for Sale Debt. 

• OSFI relies on the work of the external auditors for financial statements.  As the 
International Accounting Standards Board (IASB) and Financial Accounting 
Standards Board (FASB) are jointly re-evaluating the underlying principles and 
characteristics of financial information, known as the Conceptual Framework project, 
OSFI has joined efforts with other international regulators through our participation in 
the Accounting Task Force (ATF) of the BCBS and the International Association of 
Insurance Supervisors (IAIS) to examine this project and its impacts on our 
prudential work and reliance-based regime. Of key interest to OSFI is the impact of 
the Conceptual Framework project on our existing accounting guidelines, particularly 
our D-10 Guideline “Accounting for Financial Instruments Designated as Fair Value 
Option”. OSFI also provided input to members of the ATF participating in 
measurement roundtables hosted by the IASB and FASB to gather views from 
constituents on proposed changes to the Conceptual Framework. 

2. NEW Revised capital and/or accounting guidelines are drafted and issued on a 
timely basis and with adequate industry input. 

• As a result of the new accounting for Financial Instruments, OSFI was required to 
create or amend a number of accounting guidelines and advisories to promote sound 
risk management practices by FRFIs and to ensure consistency with the new 
standards. The new D-10 Guideline referred to below, involved extensive and 
ongoing consultation with FRFIs, industry associations, and external auditors. The 
new and/or amended accounting guidelines and advisory issued in the 2006-2007 
fiscal year included: 

o D-1 Annual Disclosure Requirements 
o D-1A Annual Disclosures 
o D-1B Annual Disclosures 
o D-5 Accounting for Structured Settlements 
o D-6 Derivatives Disclosure 

Rating 

2006-2007 – 
Met 
expectations 
 
2005-2006 – 
N/A 
 
2004-2005 – 
N/A 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2006-2007 – 
Met 
expectations 
 
2005-2006 – 
N/A 
 
2004-2005 – 
N/A 
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o D-8 Accounting for Transfers of Receivables Including 
Securitizations 

o D-10 Accounting for Financial Instruments Designated as Fair Value 
Option 

• OSFI also issued a capital advisory in May 2006 “Regulatory Capital Treatment of 
Certain Significant Items for Basel I under the New Financial Instruments Accounting 
Standards” after extensive participation and input as a BCBS member country and 
consultation with domestic industry associations and FRFIs. 

• Additionally, OSFI issued an Advisory on “Pillar 3 Disclosure Requirements” for the 
Basel II Framework in June 2006. This advisory provides additional clarification on 
the implementation of these requirements for FRFIs. This advisory was issued after 
consultation with the Canadian Bankers Association. 

3. NEW Knowledgeable observers find OSFI rules and guidance to be of high 
quality. 

• OSFI’s Accounting Policy Division is held in high esteem by FRFIs, industry 
associations, and external auditors as staff are often consulted for their views and 
input on various technical accounting issues affecting our regulated industries. In 
2006-2007, OSFI provided training to a group of international banking supervisors, at 
the request of the Financial Stability Institute, on the Fair Value Option and related 
capital treatment due to its recognized experience in developing the D-10 Guideline 
and to its contributions to the BCBS’ Supervisory Guidance on use of the Fair Value 
Option. Extensive and ongoing consultations with industry and individual FRFIs is 
considered key to a robust and comprehensive set of accounting guidelines. In 
developing the D-10 Guidelines, OSFI also hired an external consultant to ensure its 
position was of the highest quality and would be workable in practice. 

4.  NEW Implementation timelines are met. 

• All OSFI accounting guidelines were issued in advance of the effective date of the 
new accounting standards for Financial Instruments and provided adequate time for 
FRFIs to apply the changes or requirements.  Reporting changes required to reflect 
this new accounting in OSFI’s regulatory reporting forms and instructions were all 
completed in time for 2007 first quarter reporting by FRFI’s. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
2006-2007 – 
Met 
expectations 
 
2005-2006 – 
N/A 
 
2004-2005 – 
N/A 
 
 
 
 
 
 
 
 
 
2006-2007 – 
Met 
expectations 
 
2005-2006 – 
N/A 
 
2004-2005 – 
N/A 
 

Performance Discussion 

Steps taken during the year in support of this objective include: 

• Participated in the Accounting task force (ATF) of the Basel Committee on Banking Supervision and the 
International Association of Insurance Supervisors’ (IAIS) Insurance Contracts Subcommittee, which 
monitor the International Accounting Standards Board and US Financial Accounting Standards Board 
joint project to develop a common conceptual framework. 

• Participated in providing several comment letters to the International Accounting Standards Board 
(IASB) on their requests for comments in 2006 and 2007, as a result of our participation in the ATF and 
IAIS. 
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• Provided input and participated with international colleagues at the ATF and IAIS in several forums that 
meet with the IASB, to gather views from constituents on accounting projects with significance to bank 
and insurance regulators. 

• Participated in creating the IAIS’s Second Liabilities Paper that went to the IASB in May 2006 and 
covered important accounting concepts for the insurance industry and regulators.  

Steps planned for the future to improve performance include: 

• Identify significant accounting differences impacting FRFIs as GAAP moves to International Financial 
Reporting Standards (IFRS). 

• Identify possible impacts of identified changes in GAAP accounting on OSFI’s accounting and 
regulatory reporting framework. 

• Assess the impact on regulatory capital of accounting changes and consider implications on the 
principles of solvency regulation including change to OSFI Guidelines and reporting instructions. 

• Continue to represent OSFI on BCBS and IAIS groups to put forward Canadian views and coordinate 
actions with other countries. 

Resources: Included in Priority 2 totals  
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PRIORITY 3 
 

Strategic Outcome: Regulate and Supervise to Contribute to Public Confidence in 
Canada’s Financial System and Safeguard from Undue Loss 

Program Activity: Regulation and Supervision of Federally Regulated Financial Institutions 

Program Sub-Activity: Approvals 

Priority 3: A prudentially effective, balanced and responsive approvals process. 

Description 

Operate a timely, clear and transparent approvals process for legislative and non-legislative approvals. 

 

Key Expected Results 

OSFI’s regulatory approvals result in prudentially sound decisions that are timely, clear and 
transparent. 

Key Performance Measures / Achieved Results 

1. Knowledgeable observers are of the view that OSFI's decisions, as part of the 
approval process, are timely, clear and transparent. Source: 2004 Approvals Process 
Consultation Results.7 
 
NOTE: This was not assessed in the year under review, but a link is provided to the most 
recent assessment obtained through independent consultation with knowledgeable observers 
about OSFI’s performance. The highlights are listed below. 
• In 2004-2005, of knowledgeable observers, 98% were satisfied with how OSFI is 

processing applications for approvals.  
• 94% of respondents were of the view that OSFI communicates and explains its points of 

view well regarding the decisions it makes.  
• 70% of respondents were of the view that OSFI spends the right amount of time 

processing applications.  
• The majority of respondents believed that OSFI's approval process is timely (94%) and 

efficient (97%). Both areas are seen to have improved significantly since 2001.  
 

2. Monitoring of service standards for timeliness of the approvals process. Source: 
Internal information on OSFI operations. 

 
• 99% of completed deemed approval applications filed were decided upon within 

communicated time limits, which exceeds the 90% standard. 
• All other performance standards established under the User Fee Act and the 

Policy on Service Standards for External Fees were met in the year under 
review. 

Ratings 

2006-2007 – 
N/A  

2005-2006 – 
N/A 

2004-2005 – 
98% 
satisfaction 

  

  

2006-2007 – 
100% of 
standards met 

2005-2006 – 
100% of 
standards met 

2004-2005 – 
N/A 

                                                 
7 Source: Findings reported here are from the 2004 approvals consultation process. An independent consultant the 
Strategic Council, conducted a series of confidential one-on-one interviews with senior executives and professionals 
representing a cross-section of the institutions regulated by OSFI. OSFI provided a list of key contacts within regulated 

http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/APsurvey_e.pdf
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/APsurvey_e.pdf
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Performance Discussion 

Steps taken during the year in support of these objectives include: 

• Processed 589 applications for approval, including approvals relating to the establishment of 14 new federal 
financial institutions either as new incorporations, continuances from other jurisdictions or Canadian branches of 
foreign institutions.  

• Monitored established service standards governing timeliness of granting approvals. All service standards were 
met or exceeded in the 2006-2007 year.  

• While no new Instruction Guides for regulatory approvals or Advisories or Rulings were published during the year 
under review, considerable work was completed on advisories relating to carrying on business in Canada, 
insurance of risks in Canada and control issues.  

• Held a seminar for financial institutions and their advisors to educate these stakeholders about approval processes 
and procedures; feedback was very positive.  

• Provided input to OSFI groups responsible for legislative amendments and rule-making as well as post-
implementation assessments of prior rule changes.  

• Continued to adapt and update a framework for assessing foreign regulators and country-risk related to 
applications from foreign jurisdictions.  

• Developed an internal framework to assist in the consistent application of the Administrative Monetary Penalty 
Regulations to approval requests that are considered post-approvals. 

• Staff developed and/or participated in a number of training sessions related to legislative changes to come into 
force in 2007 fiscal year, Shari’a financial instruments, fair value accounting and the application of an office-wide 
risk tolerance framework. 

Steps planned for the future to improve performance include: 

• While performance standards related to the timeliness for approvals reviews were met, stakeholders continue to 
emphasize the need for improvements in approvals timelines, more transparency in the review and decision 
process and ensuring the knowledge level of staff keeps pace with the complex and rapidly changing financial 
services industry. OSFI recognizes the need to focus on these areas, as key drivers of the level of satisfaction with 
the approvals process, and is addressing these issues on an ongoing basis and will continue to monitor the results 
of these efforts in the next approvals survey of stakeholders. Another survey relating to the approvals process will 
be held in 2007-2008.  

• Certain guidance documents, including incorporation guides, are being reviewed and amended to include 
guidance for applicants related to the Basel II capital framework.  

Financial Resources ($ millions) 

Planned Authorities Actual 
$7.9 $7.9 $6.9 

Human Resources (average Full-Time Equivalents, including Program Support) 

Planned Actual Difference 
39 41 2  

 
                                                                                                                                                 
institutions, and law firms, and the consultant selected the final sample. OSFI does not know who was interviewed.  A 
total of 63 interviews were conducted in July 2004. The findings reported here emerged across participants. The final 
report is available on OSFI’s Web site under About OSFI/ Reports/ Consultations and Surveys. 
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PRIORITY 4 
 

Strategic Outcome: Regulate and Supervise to Contribute to Public Confidence in 
Canada’s Financial System and Safeguard from Undue Loss 

Program Activity: Regulation and Supervision of Federally Regulated Private Pension Plans 

Program Sub-Activity: Activities related to the Regulation and Supervision of Federally Regulated Private 
Pension Plans 

Priority 4: Accurate risk assessments of pension plans, timely and effective intervention and feedback, a 
balanced relevant regulatory framework, and a prudentially effective and responsive approvals process. 

Description 

• Conduct timely risk assessments and interventions and provide clear reports and recommendations to 
supervised plans. 

• Communicate and consult constructively and effectively with the pension plan industry during the 
development of regulations, rules and other guidance. 

• Operate a timely, clear and transparent approvals process for private pension plans. 
• Work closely with the Department of Finance in the development of proposals for and the analysis of any 

changes to federal legislation that could impact federally regulated pensions. 

Key Expected Results 

• OSFI uses a modern supervisory process that leads to an accurate overall assessment of the risk profile 
of the private pension plans that it regulates.  

• In exercising its early intervention mandate, OSFI is proactive in intervening in problem cases. 

 

Key Performance Measures / Achieved Results 

1. Knowledgeable observers are of the view that OSFI uses a modern supervisory 
process that leads to an accurate overall assessment of the risk profile of the 
pension plans that it regulates.  
 
2. Knowledgeable observers are of the view that, in exercising its early intervention 
mandate, OSFI is proactive in intervening in problem cases regarding the pension 
plans it regulates and supervises. 

NOTE: This was not assessed in the year under review, but a link is provided to the most 
recent assessment obtained through independent consultation with knowledgeable 
observers about OSFI’s performance. 

Rating 

2006-2007 – 
N/A 

2005-2006–- 
Met 
Expectations 

2004-2005 – 
N/A 

                                                 
8 OSFI provided The Strategic Counsel, an independent research firm, with a list of pension plan sponsors, external 
actuaries, lawyers, and insurance representatives. The research firm invited 399 of these stakeholders to participate in a 
web survey, and 158 (40%) responded. The research firm also conducted 69 one-on-one confidential interviews among 
sponsors or administrators of large defined benefit plans and their professional advisors. The research firm selected the 
samples independently from the list and OSFI does not know who was interviewed. The findings reported here 
emerged consistently across stakeholder groups. The complete report is available on OSFI’s Web site under About 
OSFI/ Reports/ Consultations and Surveys. 
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• For Measures 1 and 2 above: In 2005, OSFI commissioned The Strategic Counsel, an 
independent research firm, to consult with pension plan sponsors and professionals to 
explore perceptions of OSFI’s performance. This was the first time this survey had 
been conducted. The study found that OSFI was viewed as being effective in the 
discharge of its mandate through its monitoring of plans and willingness to intervene. 
Among sponsors (62%) and professionals (79%), satisfaction with OSFI as a regulator 
of federal private pension plans was moderately high. Source: Pension Consultation 
Findings 20058 

 
  

Performance Discussion 

Steps taken during the year in support of this objective include: 

• Used the Estimated Solvency Ratio exercise to identify defined benefit plans with an estimated solvency 
funding deficit (about 51% of supervised defined benefit plans as at December 2006, compared to 78% in 
December 2005). In part due to OSFI’s efforts, market conditions and the government’s solvency funding 
relief, almost all of these plans are dealing actively with their deficits through plan funding. 

• Worked with the Department of Finance on solvency funding relief regulations for federally regulated 
defined benefit pension plans.  

• Published guidance on funding relief and on plan registrations to clarify OSFI’s expectations and improve 
transparency, and updated the Pension Guide for Members. 

• Increased resources and refined internal processes to improve efficiency and timeliness on approvals.  
• Dealt actively with late remittance issues in selected defined contribution plans.  
• Completed a number of detailed desk reviews of defined benefit plans and undertook a number of on-site 

examinations during the year, with a continued focus on governance. 
• Continued to promote responsible pension plan governance and actuarial practices by working closely 

with the Canadian Association of Pension Supervisory Authorities (CAPSA) and the Canadian Institute of 
Actuaries.  

• Improved communications with industry, by providing more feedback to individual pension plans and 
through regular publication of the PBSA Update newsletter. 

Steps planned for the future to improve performance include: 

• To align and respond to the changing external environment for pensions, OSFI commenced a review of 
the pension supervisory framework in 2006-2007. In addition, OSFI’s Enterprise Risk Management 
assessment has identified a need to upgrade the systems that support OSFI’s supervisory efforts. These 
two initiatives will span the next few years.   

• In 2007-2008, OSFI will pursue enhancements to its automated systems to support the pension 
approvals function. 

• In the human resources area, the Private Pension Plans Division will focus on fully integrating additional 
staff hired during 2006-2007.  Also, the division will continue with training initiatives to build both general 
and specialized pension knowledge in the increasingly complex actuarial, accounting, investment and 
legal environment.   

• OSFI expects courts to look increasingly to regulators to make decisions under relevant legislation, and 
OSFI will continue to review court decisions that chart the course for pensions and that affect OSFI’s 
pension policy direction. 

• Given the current pension environment and the impact of potential future adverse changes in economic 
conditions or financial markets, OSFI will continue to carefully monitor both the condition of private 

http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/Pension_Consultation_and_Overview_e.pdf
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/Pension_Consultation_and_Overview_e.pdf
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pension plans and, to the extent possible, that of their sponsors, and will intervene when necessary. 

Financial Resources ($ millions) 

Planned Authorities Actual 
$5.2 $5.2 $5.7 

Human Resources (average Full-Time Equivalents, including Program Support) 

Planned Actual Difference 
31 36 5  
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PRIORITY 5 
 

Strategic Outcome: Regulate and Supervise to Contribute to Public Confidence in 
Canada’s Financial System and Safeguard from Undue Loss 

Program Activity: International Assistance 

Program Sub-Activity: Activities related to International Assistance 

Priority 5: Contribute to awareness and improvement of supervisory and regulatory practices for selected 
foreign regulators through the operation of an International Assistance Program. 

Description 

• Provide technical assistance with on-site examination processes, legislative drafting, development/ 
organization of supervisor agencies, risk-based capital regimes and improving supervision systems. 

• Work to improve supervisory cooperation and coordination amongst supervisors. 
• Assist selected jurisdictions to prepare their Financial Sector Assessment Program self-assessment. 
• Continue to play a role in the governance, program development and delivery of the Toronto International 

Leadership Centre for Financial Sector Supervision. 

Key Expected Results 

• OSFI to contribute to the awareness and improvement of supervisory and regulatory practices for foreign 
regulators and jurisdictions.  

Key Performance Measures / Achieved Results 

1. Knowledgeable observers are of the view that the technical assistance 
provided to foreign regulators and jurisdictions by OSFI is relevant and 
contributes to the awareness and improvement of supervisory and regulatory 
practices. Source: Internal information on OSFI operations. 

• During 2006-2007, IAG worked in 24 different jurisdictions. Of these, IAG visited 
four of them three times, and four others on two occasions. These repeat visits 
demonstrate that IAG’s relationships are developing and that our technical 
assistance programs are being valued and thought to be beneficial. Demand 
continually out strips supply for the group. Of particular note in 2006-2007 are 
the group’s inroads, for the first time, into Africa. IAG has achieved considerable 
success, for example, in Nigeria and Ghana. Further gains are anticipated for 
2007-2008. 

• At the conclusion of each session that IAG conducts, participants are requested 
to complete an evaluation form. The group consistently receives a 90% or 
higher satisfaction rating when asking whether respondents agree that the 
technical assistance program was well designed to achieve the intended 
objectives and whether IAG staff provided relevant, appropriate and timely 
advice.  

 

Rating 

2006-2007 – Met 
expectations 

2005-2006 – Met 
expectations 

2004-2005 – N/A 
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Performance Discussion 

Steps taken during the year in support of these objectives include: 

• Hosted numerous supervisors from around the world, including those who participated in OSFI's in-house 
programs, and provided training to 24 jurisdictions both bi-laterally and multi-laterally.  

• Worked alongside foreign supervisors "in the field" helping, for example, to implement on-site examination 
programs in two countries and risk-based supervision in two others, as well as providing consultative, 
legislative and regulatory drafting expertise.  

• Continued to establish and nurture partnerships with other international technical assistance providers in 
order to achieve economies. 

• For the first time, made significant inroads into Africa, a region of particular importance to CIDA. 
• Continued to work with several jurisdictions that are attempting to correct deficiencies identified during 

their Financial Sector Assessment Program(FSAP) assessment, and assisting with the preparation of 
FSAP self-assessments.  

Steps planned for the future to improve performance include: 

• In order to improve the performance measurement of IAG, OSFI has engaged the services of a consulting 
firm to assist in developing improved surveys, evaluations, etc. for our stakeholders. The consultants will 
also handle the mail out and collection of the surveys and the tabulation of the results to enhance their 
independence factor. 

Financial Resources ($ millions) 

Planned Authorities Actual 
$1.9 $1.9 $2.0 

Human Resources (average Full-Time Equivalents, including Program Support) 

Planned Actual Difference 
7 7 0  
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PRIORITY 6 
 

Strategic Outcome: Contribute to Public Confidence in Canada’s Public Retirement Income System 

Program Activity: Office of the Chief Actuary 

Program Sub-Activities: Canada Pension Plan & Old Age Security; Public Pension Plans; Canada Student 
Loans 

Priority 6: Contribute to ensuring there are financially sound federal government public pension and other 
programs through provision of expert actuarial valuation and advice. 

Description 

• Provide high-quality and timely reports such as: triennial Actuarial Reports in respect of the Canada 
Pension Plan (CPP); the Old Age Security program; public service pension plans established under 
various acts. 

• Prepare actuarial reports that are tabled in Parliament in respect of the CPP, for example, when certain 
bills are introduced and when amendments are made to certain public sector pension plans. 

Key Expected Results 

• Provide expert and timely advice in the form of high quality reports tabled in Parliament, in respect of the 
CPP when certain bills are introduced and when amendments are made to certain other public sector 
pension plans.  

• Provide expert and timely advice in the form of high quality reports, in respect of Public Sector Pension 
and Insurance Plans.  

• Provide expert and timely advice in the form of high quality and timely actuarial reports, in respect of the 
Canada Student Loans Program. 

Key Performance Measures / Achieved Results 

1.  CPP Peer Review Board is of the view that the Chief Actuary provides expert and 
timely advice in the form of high quality reports tabled in Parliament, in respect of 
the CPP Source: Independent peer review9 
 
• In December 2006, the Chief Actuary published the 22nd Actuarial Report on the CPP, 

as a supplement to the 21st Actuarial Report on the CPP, to show the effect of Bill C-36 
on the long-term financial status of the CPP. This bill was introduced before the House 
of Commons following the completion of the CPP triennial financial review by the 
federal and provincial ministers of Finance in June 2006. 

• NOTE:  The OCA is required by law to produce an actuarial report on the CPP every 
three years. The next report will be published in 2007, and a Peer Review will be 
completed in 2007-2008.  

 
 
 

Rating 

2006-2007 – 
Met  
expectations 
 
2005-2006 – 
Met 
expectations 
 
2004-2005 – 
Met 
expectations  
 
 
 
 
 

                                                 
9 A panel of three well-respected independent actuaries reviewed the 21st Actuarial Report on the Canada Pension Plan 

and their conclusions were made public in May 2005. The report is available on OSFI’s Web site.  The United 
Kingdom Government Actuary’s Department (GAD) selected the independent Canadian actuaries who performed 
the peer review, and provide an opinion on the work done by the reviewers. The opinion of GAD, released in May 
2005, considers the terms of reference of the independent peer review to be appropriate. The report is available on 
OSFI’s Web site under Office of the Chief Actuary/CPP Independent Peer Review. 

http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailID=377
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2. Independent observers are of the view that the Chief Actuary provides expert and 
timely advice in the form of high quality reports on the Public Sector Pension & 
Insurance Plans tabled in Parliament. Source: Reviews of the Government's Pension 
Expenditure sent to the Office of the Auditor General10  
 
• The Office of the Auditor General received a review that confirmed the reasonableness 

of the results of the report on the pension liability estimates for accounting purposes 
prepared by the OCA in June 2006 with respect to the PSSA, CFSA and RCMPSA, the 
pension plan for federally appointed judges and for Members of Parliament as at 
March 31, 2006.  

• The Office of the Auditor General received a review that confirmed the reasonableness 
of the results of the report on the liability estimates for accounting purposes prepared 
by the OCA in June 2006 with respect to the Public Service Health Care Plan, 
Pensioner's Dental Service Plan, Workers' Compensation Benefits (under the 
Government Employees Compensation Act) and future benefits for veterans and 
RCMP clients of Veterans Affairs Canada as at March 31, 2006.  

3. External auditor is of the view that the Chief Actuary provides expert and timely 
advice in the form of high quality and timely reports, in respect of the Canada 
Student Loans Program. Source: N/A11 

• The Office of the Chief Actuary completed on time the fifth actuarial review of the 
Canada Student Loans Program evaluating the portfolio of loans and the long-term 
costs of the program.  

 

2006-2007 – 
Met  
expectations 
 
2005-2006 – 
Met 
expectations 
 
2004-2005 – 
Met 
expectations  
 
 
 
 
 
 
 
2006 -2007– 
N/A 
 
2005-2006 – 
N/A 
 
2004-2005 – 
N/A 
 

Performance Discussion 

Steps taken during 2006-2007 in support of these objectives include:  

Throughout 2006-2007, we gave consideration to how the OCA can deliver improved services to its clients, 
including implementing recommendations from independent peer reviews, improving valuation techniques, 
organizing seminars to broaden sources of advice, and participating in various committees. 

Reports, studies, services and advice 

• The Office of the Chief Actuary contributes substantially to parliamentary committee proceedings by 
means of its actuarial reports.  It submits an actuarial report to the appropriate Minister if and when a Bill 
introduced before Parliament has a significant impact on the financial status of a pension plan falling 
under the statutory responsibilities of the Chief Actuary.  As well, OCA contributes substantially to client 
departments by providing actuarial advice to assist in the design of the funding and administration of 
social programs and public sector pension plans.  For every actuarial report tabled or prepared, the OCA 
provides a detailed presentation to the client department. 

• The OCA participated in the federal/provincial committee’s CPP triennial financial review completed in 
June 2006.  

• In December 2006, the Chief Actuary published the 22nd Actuarial Report on the CPP, as a supplement to 

                                                                                                                                                 
10  The review was requested and received at the Auditor General Office as part of the verification on the Government 

expenditure for the Fiscal Year Ending March 31, 2006. 
11 The OCA is not required by law to produce an actuarial report on the CSLP. It is the intention of the CLSP 

department of HRSDC to seek to enshrine a triennial cycle for the Actuarial Report in legislation. Once this is done, 
the Auditor General’s Office will likely request an external auditor to provide its view on the quality of the reporting. 
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the 21st Actuarial Report on the CPP, to show the effect of Bill C-36 on the long-term financial status of 
the CPP. This bill was introduced before the House of Commons following the completion of the CPP 
triennial financial review by the federal and provincial ministers of Finance in June 2006.  

• The OCA conducted triennial actuarial reviews of the Public Service, the RCMP and the Canadian 
Forces, as well as the Public Service Death Benefit Account and the Regular Force Death Benefit 
Account pension plans established under their respective acts in accordance with the Public Pensions 
Reporting Act; presentation of the reports to their respective ministers for timely tabling in the House of 
Commons. 

• In early 2007, the OCA completed and published its sixth actuarial study, entitled Optimal Funding of the 
Canada Pension Plan, which can be found on OSFI’s Web site under Office of the Chief Actuary.  

• The OCA provided ongoing actuarial advice and support to the Public Sector Pension Investment Board 
and the Pension Advisory Committees of the Public Service, the Canadian Forces and the RCMP, each 
of which provided advice to their Ministers on the design, administration and funding of their respective 
plans. 

Seminars 

• To ensure the quality of future actuarial reports and acting in part on the recommendations of the review 
panel from 1999 and 2005, the Chief Actuary continues to consult with experts in the fields of long-term 
demographic and economic projections in the preparation of actuarial reports. In preparation of the 23rd 
Actuarial Report on the CPP, on March 24, 2006, the OCA hosted its fourth seminar entitled 
"Demographic, Economic and Investment Perspectives for Canada – Years 2006 to 2050" where experts 
presented their views on long-term perspectives on demographic, economic and investment issues.  

Appearances before Parliament 

• The Chief Actuary is being asked to provide information, opinions and professional expertise to 
parliamentarians and he periodically appears before various House of Commons and Senate Committee 
hearings. Most of these are on OSFI’s Web site under Office of the Chief Actuary.  

• In December 2006, the Chief Actuary published the 22nd CPP Actuarial Report, as a supplement to the 
21St CPP Actuarial Report, to show the effect of Bill C-36 on the long-term financial status of the CPP.  
This bill was introduced before the House of Commons following the completion of the CPP triennial 
financial review by the Federal and provincial Ministers of Finance in June 2006.  

• The Chief Actuary participated in the Debates in the Senate in April 2007 regarding Bill C-36. Among 
expert witnesses, he noted that “the proposed legislation will bring important improvements to the daily 
lives of Canadian seniors and those with long-term disabilities. The proposed administrative 
improvements to the CPP and to the OAS program result from submissions given over the past few years 
to the Department of Human Resources and Social Development Canada and to various federal and 
provincial politicians. A key intent of the bill is to resolve issues raised by seniors and by those with 
disabilities.” He also noted that “the proposed changes are actuarially sound. They reflect the 
recommendations made by federal, provincial and territorial ministers of finance. They reflect the 
observations of the Auditor General, and they reflect the opinions and representations of many Canadian 
seniors and disabled people.”  

Steps planned for the future to improve performance include: 

• In 2007-2008, the OCA will maintain the tradition of continual improvements to the actuarial methods by 
applying more extensive and sophisticated stochastic analysis as it was recommended by the CPP peer 
review panel. The OCA will continue to study and implement most recommendations made by the peer 
reviewers. As well, the OCA will continue to improve its data validation, assumptions and methodological 
processes by studying and implementing the recommendations included in the review of actuarial reports 
on the Public Sector Pension and Insurance Plans undertaken by an external auditor hired by the Office 

http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/oca/studies/Optimal_Funding_CPP_e.pdf
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/oca/studies/Optimal_Funding_CPP_e.pdf
http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?ArticleID=497
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of the Auditor General. 

Third performance measure on the annual actuarial review of the Canada Student Loans Program 

• Once the actuarial reporting is enshrined in legislation, the Auditor General's Office will likely request 
an external auditor to provide its view that the Chief Actuary provides expert and timely advice in the 
form of high quality reports. 

Financial Resources ($ millions) 

Planned Authorities Actual 
$4.7 $4.7 $4.5 

Human Resources (average Full-Time Equivalents, including Program Support) 

Planned Actual Difference 
39 37 2  
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III. Supplementary Information 
 

III.1 Organizational Information  

Organizational Structure 

OSFI comprises three sectors (see organization chart below), each headed by an Assistant 
Superintendent. Each sector works interdependently to achieve OSFI’s strategic 
outcomes. In addition, there is an independent Internal Audit and Consulting function that 
reports directly to the Superintendent. In 2006, a Director of Strategic Planning and 
Performance Measurement position was created, reporting directly to the Superintendent.  

The Office of the Chief Actuary (OCA) was created within the organization as a separate 
unit to provide effective actuarial and other services to the Government of Canada and 
provincial governments that are Canada Pension Plan (CPP) stakeholders. 

OSFI Organization Chart, as at March 31, 2007 

 

A more detailed organization chart may be found on OSFI’s Web site under About OSFI. 

 
Workforce 
As at March 31, 2007, OSFI employed 462 people in offices located in Ottawa, Montreal, 
Toronto and Vancouver. 

OSFI’s work requires the effort and attention of multidisciplinary teams. It requires a 
combination of broad perspective and in-depth expertise. OSFI builds excellence into its 
culture, and encourages continuous learning through teamwork, professional 
development and training opportunities, and the provision and support of advanced 
technologies. 

 

http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/osfi/OrgChart_e.pdf
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OSFI’s unique work environment benefits from a full spectrum of professional 
experience and expertise, drawing on the talents of recent graduates, as well as seasoned 
industry and regulatory experts.   

OSFI ended the 2006-2007 year with a head count of 462. The increase of 26 or 6.0% 
from the prior year is in part due to additional resources in the Corporate Services Sector 
in support of major technology initiatives; where appropriate, projects are staffed with 
term positions that coincide with the project's duration.  (As at March 31, 2006 and 2007, 
there were one and seven project term positions on strength, respectively). The Corporate 
Services Sector includes employees in the Superintendent’s Office, the Project 
Management Group, Audit and Consulting Services and the Secretariat of the Audit 
Committee.  During 2006-2007, OSFI enhanced its governance and accountability 
framework in part through increased capacity in its Internal Audit function.  

The change in the Supervision Sector reflects the staffing of approved positions that were 
vacant as at March 31, 2006.  The change in the Regulation Sector mainly reflects the 
addition of resources in the areas of private pension plans, anti-money laundering and 
anti-terrorism financing activities, and of accounting policy to support OSFI’s 
Accounting Standards priority. The decrease in the Office of the Chief Actuary Sector is 
due to vacancies as at March 31, 2007. 

Chart of Year End Headcount (2006 vs. 2007)  
 

Sector As at March 31, 2006 %  of total As at March 31, 2007 %  of total 
Corporate Services 118  27% 132  29% 
Supervision 169  39% 177  38% 
Regulation 121  28% 127  27% 
OCA   28   6%   26   6% 
TOTAL 436 100% 462 100% 
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III.2 Financial and Other Tables 
This section presents a number of financial tables that detail OSFI’s Expenditures, 
Revenues and Statutory Payments for 2006-2007. Tables 1 to 6 are provided in 
accordance with Treasury Board requirements. Tables 7A, 7B, 8, 10 and 11 provide 
additional information on User Fees, Service Standards, Regulatory Plan, Internal Audits 
and Travel Policies, according to Treasury Board requirements.  (NOTE:  In accordance 
with TBS guidelines, tables 7B, 8, and 11 do not form part of this document but links are 
provided. A link is also provided to the Financial Statements, termed Table 9.)  

Background 
 

OSFI recovers its costs from several revenue sources. Costs for risk assessment and 
intervention (supervision), approvals and rule making are charged to the financial 
institutions and private pension plans that OSFI regulates and supervises. 

The amount charged to individual institutions for OSFI’s main activities of supervision, 
approvals and rule making is determined in several ways. In general, the system is 
designed to allocate costs based on the approximate amount of time spent supervising and 
regulating institutions. As a result, well-managed, lower-risk institutions bear a smaller 
share of OSFI’s costs. 

Specific user fees cover costs for certain approvals. Problem (staged) institutions are 
assessed a surcharge approximating the extra supervision resources required. As of  
April 28, 2006, new regulations came into effect that reduced the number of applicable 
service charges from 51 to 14. The only charges retained are those that apply to new 
applicants that are not subject to a base assessment and those charged for rulings, 
interpretations, capital quality confirmations and copies of corporate documents, which 
are often resource intensive.  

OSFI also receives revenues for cost-recovered services. These include revenues 
from the Canadian International Development Agency (CIDA) for international 
assistance, revenues from provinces for which OSFI does supervision on contract, 
and revenues from other federal agencies for whom OSFI provides administrative 
support. Effective 2002-2003, cost-recovered services revenue also includes 
amounts charged separately to major banks for the implementation of the internal 
ratings-based approach of the New Basel Capital Accord; these cost-recovery 
Memoranda of Understanding will expire in October of 2007, after which time 
any ongoing Basel II costs will be recovered through base assessments. 

The remainder of costs of risk assessment and intervention, approvals and rule making 
are recovered through base assessments against institutions and private pension plans fees 
according to various formulae.   

Effective 2002-2003, OSFI began collecting late and erroneous filing penalties from 
financial institutions that submit late and/or erroneous financial and corporate returns.  
On August 31, 2005 the Administrative Monetary Penalties (OSFI) Regulations came 
into force.  These Regulations implement an administrative monetary penalties regime 
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pursuant to which the Superintendent can impose penalties in respect of specific 
violations, as designated in the schedule to the Regulations.  These Regulations 
incorporate the late and erroneous filing penalty regime and replace the Filing Penalties 
(OSFI) Regulations.  These penalties are billed quarterly, collected and remitted to the 
Consolidated Revenue Fund. By regulation, OSFI cannot use these funds, which are 
recorded as non-respendable revenue, to reduce the amount that it assesses the industry in 
respect of its operating costs. 

The Office of the Chief Actuary is funded by fees charged for actuarial services and in 
part by an annual parliamentary appropriation for services to the Government of Canada 
related to public pensions.   

Overall, OSFI fully recovered all its expenses for the fiscal year 2006-2007 based on the 
recording of its revenues and expenses on a full accrual accounting basis according to 
Canadian Generally Accepted Accounting Principles (GAAP) for the private sector. The 
following tables give details on OSFI’s spending compared to plan as detailed in the 
2006-2007 Report on Plans and Priorities.   
 
Further details on OSFI’s finances are detailed in its Audited Financial Statements, which 
are published in OSFI’s Annual Report. OSFI’s annual reports can be accessed on OSFI’s 
web site under About OSFI/ Reports/ Annual Reports.  
 
NOTE:  OSFI operates on an accrual basis and the following tables are reported on a 
modified cash basis, hence there are differences between the audited financial statements 
and the following tables. Typically the differences result from treatment of capital 
expenditures and accounts receivable.  
 

 
 

http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailID=647


 

OSFI DPR 2006-2007 Section III page 59 

 

Table 1:  Comparison of Planned to Actual Spending 
 
OSFI has four program activities: (1) Regulation and Supervision of Federally Regulated 
Financial Institutions; (2) Regulation and Supervision of Federally Regulated Private 
Pension Plans; (3) International Assistance; and (4) Office of the Chief Actuary. The 
table below provides a comparison of OSFI’s 2006-2007 planned versus actual spending 
by program activity, and a comparison to actual spending in the two previous fiscal years. 
 
The amounts shown reflect net spending: total expenditures less total revenue. As OSFI 
must fully recover its expenditures or costs for all programs other than the Office of the 
Chief Actuary, the planned spending is zero on a modified cash basis.  OSFI fully 
recovered its costs on an accrual basis as shown in its audited financial statements; 
however differences between the accounting methodologies give rise to fluctuations from 
year to year in spending levels. The table below illustrates such fluctuations in actual 
spending. 
 
On the modified cash basis of accounting, OSFI had a greater outflow of funds than 
inflows during 2006-2007.  The net budgetary expenditures for the year were $5,304 
thousand, which was $4,536 thousand over the plan as a result of three main factors 
which affected all four program activities:  accounts receivable ($5,500 thousand) and 
higher capital expenditures ($1,551 thousand), offset by lower than planned human 
resources costs due to vacancies.      
 
 

2006–2007  
($ thousands) 

 
2004–
2005 

Actual 

 
2005–
2006 

Actual 
Main 

Estimates
Planned

Spending
Total 

Authorities Actual 
(1)  Regulation and 
Supervision of 
Federally Regulated 
Financial 
Institutions  

7,811 (6,757) - - - 4,150

(2)  Regulation and 
Supervision of 
Federally 
Regulated Private 
Pension Plans 

1,773 1,584 - - - 447

(3)  International 
Assistance 609 380 - - - 273

(4)  Office of the 
Chief Actuary 1,310 32 768 768 768 434

Total 11,504 (4,761) 768 768 768 5,304
Less: 
Non-Respendable 
revenues  

365 805 - - - 227
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2006–2007  
($ thousands) 

 
2004–
2005 

Actual 

 
2005–
2006 

Actual 
Main 

Estimates
Planned

Spending
Total 

Authorities Actual 
Plus: Cost of 
services received 
without charge * 

204 438 - - - 658

Net Cost of 
Program 11,343 (5,128) 768 768 768 5,735

 
Average Full-Time 
Equivalents 453 434 459  456
 
* See Table 4:  Services Received Without Charge 
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Table 2:  Use of Resources by Program Activity 
 
The table below shows a comparison of OSFI’s 2006-2007 planned versus actual 
spending by program activity. As revenue is recorded based on the amounts of money 
received from bills paid, rather than the amount that was actually billed, OSFI’s actual 
spending is higher than planned mainly due to the amounts owing for uncollected 
receivables. 
 
 
 

2006-2007 
($ thousands) 

Program 
Activity  Operating Capital

Grants and 
Contributions

Total: Gross 
Budgetary 

Expenditures

Less: 
Respendable 

Revenues 

Total: Net 
Budgetary 

Expenditures

(1) Regulation and 
Supervision of 
Federally Regulated 
Financial 
Institutions           

Main Estimates 69,481 3,696 - 73,177 73,177 -

Planned Spending 69,481 3,696 - 73,177 73,177 -

Total Authorities 69,481 3,696 - 73,177 73,177 -

Actual Spending 66,773 5,588 - 72,361 68,211 4,150

(2) Regulation and 
Supervision of 
Federally Regulated 
Private Pension 
Plans      

Main Estimates 4,938 246 - 5,184 5,184 -

Planned Spending 4,938 246 - 5,184 5,184 -

Total Authorities 4,938 246 - 5,184 5,184 -

Actual Spending 5,728 - - 5,728 5,281 447

(3) International 
Assistance       

Main Estimates 1,895 63 - 1,958 1,958 -

Planned Spending 1,895 63 - 1,958 1,958 -

Total Authorities 1,895 63 - 1,958 1,958 -

Actual Spending 1,976 - - 1,976 1,703 273
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2006-2007 
($ thousands) 

Program 
Activity  Operating Capital

Grants and 
Contributions

Total: Gross 
Budgetary 

Expenditures

Less: 
Respendable 

Revenues 

Total: Net 
Budgetary 

Expenditures

(4) Office of the 
Chief Actuary   

Main Estimates 4,682 32 - 4,714 3,946 768

Planned Spending 4,682 32 - 4,714 3,946 768

Total Authorities 4,695 32 - 4,727 3,946 781

Actual Spending 4,498 0 - 4,498 4,064 434

TOTAL   

Main Estimates 80,996 4,037 - 85,033 84,265 768

Planned Spending 80,996 4,037 - 85,033 84,265 768

Total Authorities 81,009 4,037 - 85,046 84,265 781 

Actual Spending 78,975 5,588 - 84,563 79,259 5,304

 
 

 
 
 
  

OSFI Expenditures 2006-2007
(in $ thousands)

72,361

4,498 
1,976 

5,728 

Financial Institutions 

Private Pension Plans

International Assistance

Chief Actuary 
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Table 3:  Voted and Statutory Items  
 
This table summarizes Parliament’s voted appropriations, or funds, to OSFI.  OSFI 
receives an annual parliamentary appropriation pursuant to section 16 of the OSFI Act to 
support its mandate relating to the Office of the Chief Actuary.   
 
In this fiscal year, OSFI was granted $781 thousand (2006: $755 thousand). This 
parliamentary appropriation is to defray the expenses associated with the provision of 
actuarial services to various public sector employee pension and insurance plans, 
including the Canadian Armed Forces, the Royal Canadian Mounted Police, the federally 
appointed judges and Members of Parliament.   
 
Please note that the appropriations are calculated using a modified cash basis of 
accounting rather than full accrual accounting. This difference will give rise to variances 
between OSFI’s use of funds and appropriated funds. 
 
 
 

2006–2007 
 ($ thousands) 

Vote or 
Statutory 

Item 

 
Truncated Vote  

or Statutory Wording 
Main  

Estimates 
Planned  
Spending 

Total  
Authorities 

Total 
Actual  

35 Operating expenditures 768 768 781 433

 Total 768 768 781 433
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Table 4:  Services Received Without Charge 
 
 

($ thousands) 
2006–2007 

 Actual Spending

Financial audit performed by the Office of the Auditor General  99

Salary and associated expenditures of legal services from the Department 
of Justice Canada  

559

Total Services Received Without Charge 658
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Table 5:  Sources of Respendable and Non-Respendable Revenues  
 
This table identifies revenues by program activity received from sources both internal and 
external to the government. For 2006-2007, OSFI’s total revenues were $79.3 million, 
including non-respendable revenue of $227 thousand for the collection of Late and 
Erroneous Filing Penalties1. The respendable revenues are largely comprised of asset- or 
premium-based industry assessments, surcharge assessments to staged institutions, and 
user fees for specific services related to Regulatory Approvals. The majority of cost-
recovered services in Regulation and Supervision of Federally Regulated Financial 
Institutions relates to implementing the internal ratings-based approach of the New Basel 
Capital Accord. 
 
Respendable Revenues 
The decrease in respendable revenues in 2006-2007 from the previous year is largely due 
to the collection of outstanding accounts receivable pertaining to 2004-2005 during  
2005-2006.  
 

2006-2007 

($ thousands) 

Actual
2004-
2005 

Actual 
2005-
2006 

Main 
Estimates 

Planned 
Revenues 

Total 
Authorities Actual 

(1) Regulation and 
Supervision of Federally 
Regulated Financial 
Institutions       
Base Assessments 54,616 67,726 64,733 64,733 64,733 60,375
User Fees and Charges 6,677 6,268 5,019 5,019 5,019 3,588
Cost-Recovered Services 3,574 3,515 3,425 3,425 3,425 4,248
(2) Regulation and 
Supervision of Federally 
Regulated Private Pension 
Plans  
Pension Plan Fees 3,411 3,809 5,184 5,184 5,184 5,281
(3) International Assistance  
Base Assessments - - 483 483 483 93
Cost-Recovered Services 1,172 1,378 1,475 1,475 1,475 1,610
(4) Office of the Chief 
Actuary  
User Fees and Charges 63 96 35 35 35 145
Cost-Recovered Services 2,524 3,993 3,911 3,911 3,911 3,919
                                                 
1 On April 1, 2002, OSFI began collecting late and erroneous filing penalties from financial institutions that submit late 
and/or erroneous financial and non-financial returns. On August 31, 2005, the Administrative Monetary Penalties 
(OSFI) Regulations came into force. These Regulations implement an administrative monetary penalties regime 
pursuant to which the Superintendent can impose penalties in respect of specific violations, as designated in the 
schedule to the Regulations. These Regulations incorporate the late and erroneous filing penalty regime and replace the 
Filing Penalties (OSFI) Regulations, which came into force on April 1, 2002. These penalties are billed quarterly, 
collected and remitted to the Consolidated Revenue Fund.  By regulation, OSFI cannot use these funds, which are 
recorded as non-respendable revenue, to reduce the amount that it assesses the industry in respect of its operating costs.  
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Total Respendable 
Revenues 72,037 86,784 84,265 84,265 84,265 79,259
 
 
Non-Respendable Revenues 

 
2006-2007 

($ thousands) 

Actual
2004- 
2005 

Actual
2005- 
2006 

Main 
Estimates 

Planned 
Revenues 

Total 
Authorities 

Actual
 

Regulation and 
Supervision of Federally 
Regulated Financial 
Institutions       
Filing Penalties 365 805 425 425 425 227
Total Non-Respendable 
Revenues 365 805 425 425 425 227

 
The non-respendable revenues are all related to late and erroneous filing penalties as 
described in Section III.2.   
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Table 6:  Resource Requirements by Sector Level  
 
Table 6 identifies the distribution of resources by sector, by program activity.   
 

 

2006-2007 ($ thousands) 

Organization 

Regulation 
and 

Supervision of 
Federally 
Regulated 
Financial 

Institutions 

Regulation 
and 

Supervision of 
Federally 
Regulated 

Private 
Pension Plans 

International 
Assistance 

Office of 
the Chief 
Actuary Total 

Supervision Sector  

Main Estimates 50,271  50,271

Planned Spending 50,271  50,271

Total Authorities 50,271  50,271

Actual Spending 50,616  50,616

Regulation Sector  

Main Estimates 22,906 5,184 1,958  30,048

Planned Spending 22,906 5,184 1,958  30,048

Total Authorities 22,906 5,184 1,958  30,048

Actual Spending 21,745 5,728 1,976  29,449

Office Chief Actuary Sector  

Main Estimates 4,714 4,714

Planned Spending 4,714 4,714

Total Authorities 4,727 4,727

Actual Spending 4,498 4,498

TOTAL  

Main Estimates 73,177 5,184 1,958 4,714 85,033

Planned Spending 73,177 5,184 1,958 4,714 85,033

Total Authorities 73,177 5,184 1,958 4,727 85,046

Actual Spending 72,361 5,728 1,976 4,498 84,563
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Table 7A: User Fees Act 
 
User Fees 

OSFI currently funds its annual operating costs primarily through base assessments on 
financial institutions (based on the size of the institution) and private pension plans and, 
to a lesser extent, through user fees and surcharges paid by financial institutions and other 
users of OSFI’s services. Any change in user fee revenue will not impact OSFI’s total 
revenues, just the proportion derived from base assessments versus user fees.  

The assessment of costs to individual institutions for OSFI’s main activities of 
supervision, approvals and rule making is determined in several ways. In general, the 
system is designed to allocate costs to institutions based on the approximate amount of 
time spent supervising and regulating the institutions. The time spent supervising and 
regulating is measured both in terms of size and also an evaluation of the level of risk 
within each institution.  As a result, well-managed, lower-risk institutions bore a smaller 
proportionate share of OSFI’s costs in 2006-2007. 

The user pay system for approvals came into effect on January 1, 1999 and has 
undergone a number of revisions since that time. As the user fees imposed by OSFI on 
certain approvals are included in regulations, any amendments to these regulations 
require consultation before final approval is given by the Governor-in-Council. OSFI has 
sent draft copies of all proposed or amended regulations, along with supporting 
explanatory letters, to the various industry associations that represent the federal financial 
institutions. Following comments received from these associations, amendments may be 
made to the proposed regulations. In addition, proposed or amended regulations are 
published in the Canada Gazette to solicit further comments and also published in final 
form upon approval by the Governor-in-Council.   

At the time of implementation of the user fees and periodically since, OSFI reviewed the 
user fees charged by regulatory bodies in other countries for similar types of approvals 
(particularly the Office of the Comptroller of the Currency in the United States and the 
Financial Services Authority in the United Kingdom) to ensure the fees charged in 
Canada are reasonable compared to other countries. In addition, OSFI has reviewed fees 
charged by other federal government departments such as Industry Canada, Canada 
Deposit Insurance Corporation and Canada Revenue Agency to ensure fees and/or rates 
are reasonable. 

Of note, is that regulations became effective April 28, 2006 that eliminated all user fees 
except those that are paid by non-Federally Regulated Financial Institutions (non-FRFIs), 
such as new applicants and foreign banks planning to carry on certain activities in 
Canada, and those that are charged for rulings, accreditations, interpretations, capital 
quality confirmations, and copies of corporate documents, which can be time consuming 
to process and are sometimes outside OSFI’s core businesses. These regulations reduced 
the number of service charges from 51 to 14. The regulations eliminated the majority of 
user fees, recognizing that the fees currently do not significantly redistribute OSFI’s costs 
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amongst FRFIs and that the fees do not recover a meaningful percentage of OSFI’s 
annual costs. In other words, prior to the April 2006 changes, user fees recovered less 
than four per cent of OSFI’s total regulatory and supervisory costs charged to institutions, 
and eliminating the majority of service charges has little impact on the total amounts 
individual FRFIs pay. Charges to non-FRFIs (e.g., new applicants and foreign banks) and 
for rulings, accreditations, interpretations, capital quality confirmations, and copies of 
corporate documents are being retained on the basis that charging for these services 
(which are not part of OSFI’s normal course of regulation and supervision and are often 
resource intensive to process) represents a more equitable approach to recovering OSFI’s 
costs associated with those services than would charging these services directly to FRFIs 
through base assessments. The performance standards associated with the service charges 
that have been eliminated will be maintained.   

The current consolidated table of service charges can be found on OSFI’s Web site at: 

http://www.osfi-
bsif.gc.ca/app/DocRepository/1/eng/guides/fees/UserPayTable_13082004_e.pdf 

User Fee Act  

On March 31, 2004, Bill C-212 An Act respecting user fees (“the Act”) received Royal 
Assent and came into force on the same day. The Act requires that before a regulating 
authority fixes, increases, expands the application of, or increases the duration of, a user 
fee promulgated subsequent to March 31, 2004, it must consult with stakeholders; 
establish performance standards comparable to those established by other countries with 
which a comparison is relevant; establish an independent advisory panel to report 
recommendations for resolving complaints on the proposed user fees; and table, through 
their responsible Minister, a user fee proposal in each House of Parliament. Further, the 
Act requires that where user fees are promulgated subsequent to March 31, 2004, there be 
a proportional fee reduction (to a maximum of 50% of the fee) where performance 
standards established under the Act are not met by a percentage greater than 10%.   

 
The Act also requires the tabling of an annual report before each House of Parliament by 
December 31 each year, reporting:  

1. all user fees in effect, and  
2. the performance standards established under the Act and actual performance 

levels that have been reached in respect of the performance standards for user fees 
promulgated subsequent to March 31, 2004. 

Table 7A is a standard reporting form developed to meet the reporting requirements of 
the Act. As noted above, OSFI first introduced user fees for specific regulatory approvals 
and certain services prior to the promulgation of the Act. As such, the performance 
standards developed were not tabled in the Houses of Parliament as would have been 
required if the user fees had been promulgated subsequent to March 31, 2004.   

http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/guides/fees/UserPayTable_13082004_e.pdf
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/guides/fees/UserPayTable_13082004_e.pdf
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However, in developing the performance standards, OSFI met the requirements of the 
Act by analyzing performance standards established by other relevant prudential 
supervisors in foreign jurisdictions (particularly the Office of the Comptroller of the 
Currency in the United States and the Financial Services Authority in the United 
Kingdom) and developed comparable performance standards in consultation with key 
paying and non-paying stakeholders. Performance against the standards for all categories 
has been monitored in fiscal 2006-2007. 

A detailed description of OSFI’s performance standards is available on OSFI’s Web site 
at: 

http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/guides/fees/standards_e.pdf 

 

 

http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/guides/fees/standards_e.pdf
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Table 7-A 

2006-07 Planning Years 

Performance 

 
 
 
 

 
Description of Document or 

Service 

Service 
Fee 
 
($ ) (2) 

 
 
 
  

Fee 
Type (3)

Fee 
Setting 

Authority

Date Last 
Modified

Forecast 
Revenue 

($000) 

Actual 
Revenue 

($000) 

Full Cost 
($000) 

Standard Result 

Fiscal 
Year 

 

Forecast 
Revenue 

($000) 

Estimated 
Full Cost 

($000) 

  Category 1 – Superintendent Deemed Approvals 
Approval of the acquisition of control 
of, or the acquisition or increase of a 
substantial investment in, an entity (1) 

8,000 

Permission to retain control of, or to 
hold a substantial investment in, an 
entity for an indeterminate period(1) 

8,000 

Exemption from requirement to 
maintain and process information or 
data in Canada(1) 

5,600 

Approval of a time period to do all 
things necessary to relinquish 
control of, or a substantial 
investment in, an entity or to 
relinquish an increase to a 
substantial investment in an entity (1) 

4,800 

Approval of a declaration of dividend 
in excess of net income(1) 

4,000 

Approval to return amounts 
transferred from segregated fund 
account(1) 

4,000 

Approval of asset transactions with a 
related party or of arrangements 
applying to such transactions(1) 

4,000 

Consent for purchase or redemption 
of shares or membership shares(1) 

3,200 

Approval of special resolution for 
reduction of stated capital(1) 

3,200 

R OSFI Act April 28, 
2006(1) 

118 128 128 90% will be 
processed 
in less than 
30 calendar 
days of 
receipt 

99% were 
processed 
in less than 
30 calendar 
days of 
receipt 

2007-08
2008-09
2009-10

 

0(1) 

0(1) 
0(1) 

0(1) 

0(1) 
0(1) 
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2006-07 Planning Years 

Performance 

 
 
 
 

 
Description of Document or 

Service 

Service 
Fee 
 
($ ) (2) 

 
 
 
  

Fee 
Type (3)

Fee 
Setting 

Authority

Date Last 
Modified

Forecast 
Revenue 

($000) 

Actual 
Revenue 

($000) 

Full Cost 
($000) 

Standard Result 

Fiscal 
Year 

 

Forecast 
Revenue 

($000) 

Estimated 
Full Cost 

($000) 

Approval of amendment to by-laws 
to change name(1) 
 

3,200 

Approval for the issuance of shares 
or other securities in consideration 
for property(1) 

3,200 

Extension of the deadline to do all 
things necessary to relinquish 
control of, or a substantial 
investment in, an entity or to 
relinquish an increase to a 
substantial investment in an entity (1) 

3,200 

Approval of an acquisition or a 
transfer of assets in excess of 10% 
of the total value of assets(1) 

3,200 

Approval of an acquisition or a 
transfer of assets in excess of 5% of 
the total value of assets from a 
related party that is not a federal 
financial institution(1) 

3,200 

Approval to be reinsured by a related 
party that is not a company or 
foreign company(1) 

 

 

 

 

800 

  Category 2 – Superintendent Non-deemed Approvals Except Those in Category 3 
Order increasing the aggregate 
financial exposure limit(1) 

8,000 

Authorization for the release of 
assets in Canada(1) 

5,600 

R OSFI Act April 28, 
2006 (1) 

83 78 78 90% will be 
processed 
in less than 
60 calendar 

98% were 
processed 
in less than 
60 calendar 

2007-08
2008-09
2009-10

54 
54 
54 
 

54 
54 
54 
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2006-07 Planning Years 

Performance 

 
 
 
 

 
Description of Document or 

Service 

Service 
Fee 
 
($ ) (2) 

 
 
 
  

Fee 
Type (3)

Fee 
Setting 

Authority

Date Last 
Modified

Forecast 
Revenue 

($000) 

Actual 
Revenue 

($000) 

Full Cost 
($000) 

Standard Result 

Fiscal 
Year 

 

Forecast 
Revenue 

($000) 

Estimated 
Full Cost 

($000) 

Approval to maintain a 
representative office of a foreign 
bank 

4,800 

Approval of transactions that are part 
of the restructuring of a bank holding 
company or of an insurance holding 
company or any entity controlled by 
such a company and to which self-
dealing provisions will not apply(1) 

4,000 

Approval of the making or acquisition 
of commercial loans, or the 
acquisition of control of an entity that 
holds commercial loans, if the total 
value of commercial loans held 
exceeds the specified limit(1) 

3,200 

Variation of an order approving the 
commencement and carrying on of 
business of a body corporate or 
approving the insuring in Canada of 
risks by a foreign body corporate (1) 

3,200 

Exemption from requirement to 
provide financial statements for non-
bank affiliates(1) 

3,200 

Reservation of a name 800 
Accreditation of a provincial 
reinsurer 

4,000 

Approval of an amendment to an 
approved asset-to-capital multiple or 
borrowing multiple(1) 

3,200 + 
GST(2) 

Approval of the issuance of 
subordinated debt to a parent(1) 

3,200 + 
GST(2) 

days of 
receipt 

days of 
receipt 
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2006-07 Planning Years 

Performance 

 
 
 
 

 
Description of Document or 

Service 

Service 
Fee 
 
($ ) (2) 

 
 
 
  

Fee 
Type (3)

Fee 
Setting 

Authority

Date Last 
Modified

Forecast 
Revenue 

($000) 

Actual 
Revenue 

($000) 

Full Cost 
($000) 

Standard Result 

Fiscal 
Year 

 

Forecast 
Revenue 

($000) 

Estimated 
Full Cost 

($000) 

Consent for purchase or redemption 
of securities other than shares(1) 

3,200 + 
GST(2) 

  

 
Category 3 – Superintendent Non-deemed Approvals of Deposit and Trust Agreements and Letters of Credit 
(Processed by the Securities Administration Unit) 

Approval of a deposit agreement or 
of a trust deed to maintain assets in 
Canada(1) 

800 

Approval of a reinsurance trust 
agreement or of an amendment to a 
reinsurance trust agreement(1) 

800 

Approval of a letter of credit in lieu 
of assets(1) 

800 

R OSFI 
Act 

April 28 
2006 (1) 

3 3 3 90% will be 
processed 
in less than 
15 business 
days of 
receipt 

100% were 
processed 
in less than 
15 business 
days of 
receipt 

2007-08
2008-09
2009-10

0(1) 
0(1) 
0(1) 

0(1) 
0(1)  
0(1) 

 

 
Category 4 – Ministerial Approvals 

Letters patent of incorporation 32,000 
Letters patent of continuance 32,000 
Order permitting a foreign bank to 
carry on business in Canada 

32,000 

Order approving the insuring in 
Canada of risks by a foreign body 
corporate 

32,000 

Letters patent of amalgamation(1) 16,000 
Approval of an agreement 
respecting the sale of all or 
substantially all assets(1) 

16,000 

Approval of the acquisition or 
increase of a significant interest(1) 

16,000 

R OSFI 
Act 

April 
28, 
2006 (1) 

1,001 889 889 80% will be 
processed 
in less than 
90 calendar 
days of 
receipt 

99% were 
processed 
in less than 
90 calendar 
days of 
receipt 

 
2007-08
2008-09
2009-10

 
930 
930 
930 

 
930 
930 
930 
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2006-07 Planning Years 

Performance 

 
 
 
 

 
Description of Document or 

Service 

Service 
Fee 
 
($ ) (2) 

 
 
 
  

Fee 
Type (3)

Fee 
Setting 

Authority

Date Last 
Modified

Forecast 
Revenue 

($000) 

Actual 
Revenue 

($000) 

Full Cost 
($000) 

Standard Result 

Fiscal 
Year 

 

Forecast 
Revenue 

($000) 

Estimated 
Full Cost 

($000) 

Approval of a purchase, reinsurance 
or transfer of policies, a reinsurance 
against risks undertaken by the 
company, or a sale of assets(1) 

8,000 

Approval of the acquisition of 
control of, or the acquisition or 
increase of a substantial investment 
in, an entity(1) 

8,000 

Approval to retain control of, or to 
continue to hold a substantial 
investment in, an entity for longer 
than 90 days(1) 

8,000 

Approval, for an indeterminate 
period, to retain control of, or to hold 
a substantial investment in, an 
entity that was acquired by way of a 
loan workout or realization of a 
security interest(1) 

8,000 

Order exempting a foreign bank 
from certain provisions of Part XII of 
the Bank Act 

8,000 

Order approving a foreign bank or 
an entity associated with a foreign 
bank to carry out any activity 
described in section 522.22 of the 
Bank Act 

8,000 

Designation order 8,000 
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2006-07 Planning Years 

Performance 

 
 
 
 

 
Description of Document or 

Service 

Service 
Fee 
 
($ ) (2) 

 
 
 
  

Fee 
Type (3)

Fee 
Setting 

Authority

Date Last 
Modified

Forecast 
Revenue 

($000) 

Actual 
Revenue 

($000) 

Full Cost 
($000) 

Standard Result 

Fiscal 
Year 

 

Forecast 
Revenue 

($000) 

Estimated 
Full Cost 

($000) 

Approval of a time period to do all 
things necessary to relinquish 
control of, or a substantial 
investment in, an entity or to 
relinquish an increase to a 
substantial investment in an entity(1) 

4,800 

Letters patent of dissolution(1) 4,000 
Short-term exemption order (1) 4,000 
Letters patent of, or approval of, 
continuance or amalgamation under 
any other Act of Parliament or any 
Act of the legislature of a province(1) 

4,000 

Approval to amend an incorporating 
instrument(1) 

3,200 

Extension of the deadline to do all 
things necessary to relinquish 
control of, or a substantial 
investment in, an entity or to 
relinquish an increase to a 
substantial investment in an entity(1) 

3,200 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Category 5 – Precedents/ Rulings/ Interpretations 

Written, precedent-setting ruling 
relating to the quality of capital 

6,400 + 
GST(2) 

Written interpretation of Acts, 
regulations, guidelines or rulings 

4,000 + 
GST(2) 

R OSFI 
Act 

Aug. 
13, 
2003 

56 54 54 80% will be 
processed 
in less than 
180 
calendar 
days of 
receipt 

81% were 
processed 
in less than 
180 
calendar 
days of 
receipt 

2007-08
2008-09
2009-10

56 
56 
56 

56 
56 
56 
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2006-07 Planning Years 

Performance 

 
 
 
 

 
Description of Document or 

Service 

Service 
Fee 
 
($ ) (2) 

 
 
 
  

Fee 
Type (3)

Fee 
Setting 

Authority

Date Last 
Modified

Forecast 
Revenue 

($000) 

Actual 
Revenue 

($000) 

Full Cost 
($000) 

Standard Result 

Fiscal 
Year 

 

Forecast 
Revenue 

($000) 

Estimated 
Full Cost 

($000) 

 
Category 6 – Non-precedential Confirmations of Quality of Capital 

Written, non-precedent-setting 
confirmation of quality of capital 

4,000 + 
GST(2) 

R OSFI 
Act 

Aug. 
13, 
2003 

102 188 188 90% will be 
processed 
in less than 
60 calendar 
days of 
receipt 

100% were 
processed 
in less than 
60 calendar 
days of 
receipt 

2007-08 
2008-09 
2009-10 

102 
102 
102 

102 
102 
102 

 
Category 7 – Copies of Corporate Documents and Certificates of Confirmation 

Copies of any one of the following 
corporate documents (per request 
and per body corporate): (a) a 
certificate of confirmation; (b) a 
certified copy of letters patent or of 
incorporation or amalgamation 
documents; and (c) the corporate 
history of a body corporate 

160 for 
up to 20 
copies 
plus 5 
for each 
addition-
al copy 

O OSFI 
Act 

Aug. 13, 
2003 

103 121 121 90% will 
be pro-
cessed in 
less than 
2 
business 
days of 
receipt 

100% 
were 
procesed 
in less 
than 2 
business 
days of 
receipt 

2007-08 
2008-09 
2009-10 

103 
103 
103 

103 
103 
103 

Total     1,466 1,461 1,461   2006-07 
2007-08 
2008-09 

1,245 
1,245 
1,245 

1,245 
1,245 
1,245 

 

 (1) Regulation eliminating these fees came into effect April 28, 2006.  Some or all fees within each category may have been eliminated. 
(2) In 2000, OSFI sought a ruling from the Canada Customs and Revenue Agency on whether GST was payable on fees charged under the Service Charges (Office of the 

Superintendent of Financial Institutions) Regulations (SOR/99-28). (These Regulations have since been amended - see SOR/2002-337 and SOR/2003-291). The ruling 
was issued on July 19, 2000 and concluded that most of the service charges were exempted from GST under the Excise Tax Act, with some exceptions. 

 (3)A fee is either identified as “Regulatory” (“R”) or “Other Products and Services” (“O”).  A Regulatory fee relates to an activity undertaken by a department that is integral 
to the effectiveness of a program and successful achievement of the program mandate requires moderating, directing, testing, or approving the actions of external 
parties.  All OSFI service fees are classified as “Regulatory” except those found in category 7.   
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Access to Information User Fees 

    2006-2007 Planning Years 
A. User Fee: Fee Type Fee Setting 

Authority 
Date 
Last 

Modified 

Forecast 
Revenue 

($) 

Actual 
Revenue 

($) 

Full 
Cost 

($) 

Performance 
Standard 

Performance 
Results 

Fiscal 
Year 

Forecast 
Revenue 

 
($) 

Estimated 
Full Cost 

 
($) 

Fees charged 
for the 
processing of 
access 
requests filed 
under the 
Access to 
Information 
Act (ATIA) 

Other  
products and 
services (O) 
 

Access to 
Information 
Act 

1992 4,000 1,587 216,208 Response 
provided within 
30 days 
following 
receipt of 
request; the 
response time 
may be 
extended 
pursuant to 
section 9 of the 
ATIA. Notice of 
extension to be 
sent within 30 
days after 
receipt of 
request. The 
Access to 
Information Act 
provides fuller 
details: 
http://laws.justi
ce.gc.ca/en/A-
1/218072.html. 

Statutory 
deadlines met 
93% of the 
time 

2007-08 
2008-09 
2009-10 

4,000 
4,000 
4,000 

242,650 
256,000 
270,000 

Total    4,000 1,587 216,208    12,000 768,650 

B. Date Last Modified: 1992.  
C. Other Information: The full cost is based on the fiscal year salary levels according to collective agreements, the fiscal year Treasury Board benefit factors and 
OSFI’S factor for indirect costs. 
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Table 7B: Policy on Service Standards for External Fees 
 
Table 7-B is a standard reporting form developed to meet the reporting 
requirements of the Policy. As the requirements of the User Fee Act and the 
Policy are very similar, much of the information contained in this table is also 
found in table 7-A. 
 
In keeping with TBS guidelines, this table is available only electronically on the Treasury 
Board of Canada Secretariat web site for Departmental Performance Reports, at: 
 
www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp 
 
 

http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp
http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp
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Table 8: Progress against OSFI’s Regulatory Plan 

OSFI develops proposals for new regulations or changes to existing regulations 
consistent with its mandate. The Minister of Finance, based on advice from OSFI, can 
recommend new regulations or regulatory changes to the Governor in Council, who 
ultimately approves new regulations and or regulatory changes. 

The table provides a summary of the performance of OSFI's Regulatory Initiatives as 
outlined in the 2006-2007 RPP as well as additional items that were not anticipated at the 
time the RPP was written (indicated by NEW). 

In keeping with TBS guidelines, this table is available only electronically on the Treasury 
Board of Canada Secretariat web site for Departmental Performance Reports, at: 
 
www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp 
 
 
 

http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp
http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp
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Table 9: Financial Statements 
 
 
OSFI’s Audited Financial Statements are published each year in OSFI’s Annual 
Report, which is tabled in Parliament in the fall. 
 
The 2006-2007 Annual Report can be found on OSFI’s Web site under About OSFI / 
Reports / Annual Reports. 
 
 

http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailID=647
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Table 10: Internal Audits or Evaluations 
 
OSFI’s internal Audit and Consulting Services Group conducts regular internal audits as 
per its audit plan and posts the results of these audits on its Web site under About OSFI / 
Reports / Internal Audit Reports. Management’s response to any identified issues is 
contained in each report.  
 
Four audit reports were published during 2006-2007. A brief summary of the findings is 
provided in the table below. The complete reports, along with management’s response are 
available on OSFI’s Web site under About OSFI/ Reports/ Internal Audit Reports.  
 
Internal Audit : Capital Precedents Framework Review  
Date Published:2006-12-15 
The objectives of this review were to: 

• assess the current policies, practices and procedures for identifying and 
processing precedential capital instruments (framework), which involve analysis, 
evaluation, development of policy and guidance, and approval; and, 

• to identify areas for improvement in the capital precedents framework, if any.  
 
The evaluation elements included operating environment, objective setting, risk 
management, process and control activities, information and communication, and 
monitoring and reporting. 
 
The review concluded that the current policies, practices and procedures for identifying 
and processing precedential capital proposals incorporate important elements of a 
comprehensive framework and that there are key elements that should be further 
incorporated into a formal framework including roles and responsibilities in the capital 
precedent work, factors taken into account in analyzing and assessing capital precedent 
proposals, standards for documenting and filing information supporting decisions 
regarding capital precedents and formal reporting to senior management on capital 
precedents function.  
In response to the review, the Capital Accounting and Research Division (CARD) took 
the following action: 
 

• CARD has provided details of the process flow when a potential capital 
instrument precedent is brought forward, including key considerations taken into 
account when assessing a precedent. 

• The Framework for Exercising the Assistant Superintendent’s Powers with 
respect to the Capital Instrument Precedents Process has been developed to 
provide details of the level of internal sign-off required in capital instrument 
precedent proposals. Additionally, a standard memorandum has been developed 
for capital instrument precedents that require sign-off from OSFI senior 
management. 

• Key inherent risks pertaining to the capital instrument precedents process have 
been outlined and key strategies employed to mitigate these risks have been 
identified. 

http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailID=894
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/cap_prec_e.pdf
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• In addition to ongoing training opportunities, a focused training workshop for all 
relevant CARD and Approvals and Precedents staff on subject matters related to 
capital instrument precedents will be organized by CARD, at least once per year. 

• CARD will produce, at least once per year, a report to OSFI senior management 
that outlines domestic and international capital trends and capital issues.  The 
report will also include detail on case volumes and the performance of the capital 
instrument precedents process against certain assessment criteria. 

• CARD has formalized detailed business rules for the electronic filing of 
documents related to the capital instrument precedents process to ensure that a 
corporate memory of precedents work is both built and maintained in a consistent 
manner. 

 
For more details on the above audit report, including management’s response, please see 
the hyperlink below: 
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/cap_prec_e.pdf 
 
 
 
Internal Audit : Private Pension Plans Division – A Review of Planning Activities and 
Processes and 2006-07 Business and Priorities Plans  
Date Published:2006-12-15 
The objectives of this review were to review and comment on: 

• Pensions’ planning activities and processes in developing an annual and multi-
year business and priorities plan; 

• the degree to which the Pensions’ 2006-07 plan addresses identified priorities and 
risks and aligns with OSFI’s corporate plans and priorities; and, 

• the degree to which the Pensions’ planning activities and processes are 
incorporated into OSFI’s corporate planning activities and processes. 

 
The evaluation elements included: governance, objective setting, operating environment, 
information and inputs, risk management, planning process, and communications.  

 
The review concluded that the Division’s planning activities and processes incorporate 
many elements of a comprehensive planning framework in a satisfactory manner. The 
areas identified for improvement were strengthening the identification and assessment of 
capacity volumes and resource requirements, broadening the planning to a multi-year 
period, and summarizing the Division’s plans and priorities for communication.  
In response to the review, the Private Pension Plan Division (PPPD) took the following 
actions:  
• in 2006-07, the priority projects included in the PPPD business plan were scoped 

over a three year time horizon; 
• to strengthen the identification and assessment of capacity volumes and resource 

requirements, the resource needs associated with ongoing processes and projects 
were analysed.  In the next planning cycle, this information will be used to allocate 
resources and estimate the capacity for new projects.  

• An overview of the Division’s plans and priorities, the linkage to risks, and the 

http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/cap_prec_e.pdf
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/pppd_plan_e.pdf
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/pppd_plan_e.pdf
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implications for resources, was presented to both the OSFI Executive and Division 
staff in late 2006. Since then, the Executive and staff have received quarterly 
updates on the progress in meeting the objectives set out in the plan. 

 
For more details on the above audit report, including management’s response please see 
the hyperlink below: 
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/pppd_plan_e.pdf 
 
 
 
Internal Audit: Financial Conglomerates Group (FCG) Review  
Date Published:2006-06-30 
 
The objectives of this review were to: 

• assess whether the supervisory documentation was consistent with the 
supervisory guidance requirements and that, based on the documentation, an 
informed reader would be able to follow the facts, analyses and judgments 
through to the conclusions and accept the assessments and ratings made; 

• assess the effectiveness of the application of the supervisory methodology and 
related practices; and 

• provide suggestions where efficiency and effectiveness in performing the 
supervisory review process could be enhanced. 

 
The review concluded that for the two institutions reviewed, documentation could be 
improved, and an informed reader would be unable to follow the facts, analyses and 
judgments through to the conclusions and would, therefore, not be in a position to accept 
the assessments and rating made. Key observations and recommendations were made in 
the areas of identifying significant activities, assessing significant activities and oversight 
functions, using cross-system reviews, and development of supervisory strategies and 
plans. 
In response to the review, the Financial Conglomerates Division (FCG) took the following 
actions. The issues from the audit were categorized into the five workstreams listed 
below. For each workstream, action plans have been developed in conjunction with the 
Practices Department. Work has been ongoing since October 2006. 
 

1. Documentation Principles 
2. Coverage/Planning/Strategy 
3. Inherent Risk Assessment 
4. Quality of Risk Management Assessment 
5. Quality Assurance 

 
Workstreams 2, 3 and 4 have been completed as per the original schedule. Workstream 1 
is in process (50% complete), and is expected to be completed by the end of August 2007 
(also on schedule). Workstream 5 was scheduled as the last work effort because it related 
to assuring quality in all of the other efforts. It is assessed as 10% complete with an 
original completion date of November 30, 2007. Given that there is a Supervision-wide 

http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/pppd_plan_e.pdf
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/audit_fcg_e.pdf
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effort on Quality Assurance in process, and given that revised guidance is being 
developed, some portion of this effort might go beyond the original time lines, but a 
material portion of the work can be completed on time. 
  
For more details on the above audit report, including management’s response please see 
the hyperlink below: 
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/audit_fcg_e.pdf 
 
 
 
Internal Audit : Audit & Consulting Services – Review of OSFI’s Training and 
Development Framework(T&D) 
Date Published:2006-06-22 
 
The objectives of this review were to assess the adequacy of OSFI’s current T&D 
framework and processes and to assess the degree to which the T&D framework and 
processes support an alignment between T&D programs and OSFI’s strategic and 
operational requirements.   
 
The evaluation elements included: the accountability framework, planning for T&D 
needs, and monitoring of outcomes. 
 
The review concluded that overall the T&D framework is satisfactory. More specifically, 
the accountability framework was considered strong and had no related 
recommendations, while the planning for T&D needs and the monitoring of outcomes 
were rates as satisfactory, with three related recommendations for improvement.  
 
In response to the audit, the Professional Development and Training Division took the 
following action: 

• established key points of contacts in each sector through which to identify and 
filter training needs; 

• worked with the Regulation sector to create a sector-wide training curriculum that 
addresses performance needs; 

• ensured that the identification and planning of skills and work process training 
requirements are an integral part of project planning. 

 
For more details on the above audit report, including management’s response please see 
the hyperlink below: 
http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailID=894 
 
 
The Audit Committee approved the 2007-2008 Internal Audit Plan in Fiscal Year 2006-
2007 Q4, and it is available on OSFI’s Web site under About OSFI/ Reports/ Internal 
Audit Reports 

http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/audit_fcg_e.pdf
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/td_framework_e.ppt
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/td_framework_e.ppt
http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailID=894
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/int_aud_plan_0708_e.pdf
http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailID=894
http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailID=894
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Table 11: Travel Policies 
 
OSFI is a separate employer. In order to meet the requirements of its mandate, OSFI has 
elected to implement a travel policy specifically for OSFI. The OSFI policy is virtually 
identical to the Treasury Board Travel Directive, with the exception noted. 
 
In keeping with TBS guidelines, this table is available only electronically on the Treasury 
Board of Canada Secretariat web site for Departmental Performance Reports, at: 
 
www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp 
 
 
 
 
 

http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp
http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp
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IV. Other Items of Interest 

IV.1 Internal Services 

Internal Services at OSFI include: Finance and Corporate Planning, Information 
Management and Technology, Human Resources, Communications and Public Affairs and 
Legal Services. To facilitate government-wide roll-ups, the costs of these program support 
activities are allocated to each program activity to present the full program costs. The 
following table illustrates how OSFI’s 2006-2007 actual Program Support costs are 
allocated to its other program activities.  

Program Activity ($ thousands) 

Regulation 
and 

Supervision 
of Federally 
Regulated 
Financial 

Institutions

Regulation 
and 

Supervision of 
Federally 
Regulated 

Private 
Pension Plans

International 
Assistance 

Office of 
the Chief 
Actuary 

Total -
2006-2007 

Actual 

Finance and 
Administration*  12,290 693 176 558 13,717

Information 
Management and 
Technology 12,207 688 175 555 13,625

Human Resources 2,677 150 38 122 2,987

Communications 2,053 116 29 93 2,291
Legal 206 12 3 9 230
TOTAL  
Internal Services 29,433 1,659 421 1,337 32,850
* Includes the Assistant Superintendent’s Office, Security Services, the Internal Audit function and the 
secretariat of the Audit Committee. 

For 2006-2007, OSFI had identified two priorities relating to internal services with 
specific initiatives that supported all programs. These activities have been described in 
Section II. 3. Following is a general description of some of the corporate support 
initiatives that were undertaken in 2006-2007 and an explanation of how they affected 
OSFI’s performance.  

OSFI’s significant incremental Information Management/Information Technology 
investments during 2006-2007 were in support of the New Capital Adequacy Framework 
(Basel II), Business Intelligence tools for its Monitoring and Analytics Support Division, 
and Phase III of a corporate Electronic Document Management System (EDMS). During 
2006-2007, OSFI: 
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• completed within its set timeline and budget the implementation of EDMS Phase 
III.  EDMS allows OSFI employees to manage electronic documents better and to 
share information. 

• substantially completed its implementation of enabling technologies for enhanced 
reporting and analytics to support its supervisory and regulatory activities (Business 
Intelligence tools).  These tools offer supervisors more capability to analyze data 
from, and information pertaining to, the regulated financial institutions. 

• implemented a Management of Information Technology Security (MITS) action 
plan to ensure readiness and effective management of security incidents and 
adequate protection of information. 

 
During 2006-2007, OSFI enhanced its governance and accountability framework through 
increased capacity in its Internal Audit function and the appointment of four independent 
members to its Audit Committee. OSFI also made further progress in implementing 
Enterprise-wide Risk Management (ERM), a contemporary management tool that 
provides a comprehensive and integrated approach to identifying risks and assessing the 
quality of risk mitigants. For the second consecutive year, ERM self-assessments were 
deployed during 2006-2007 to the divisional levels as part of the annual planning process.   
 
OSFI continued to enhance its succession planning to include all critical high risk areas, 
and further strengthened its Human Resources planning process; both of these planning 
processes are now integrated with OSFI’s annual planning cycle. OSFI also implemented 
the necessary policies, processes, training and communication plans to ensure compliance 
with the Public Service Modernization Act.  
 
Training continued to be a high priority at OSFI. A significant portion of OSFI’s training 
efforts were focused on the implementation of enabling technologies such as Basel II, 
EDMS and Business Intelligence. In addition, OSFI continued with the delivery of the 
corporate-wide mandatory leadership training program for front-line managers and 
directors. 
 
OSFI also focused during 2006-2007 on Business Resumption Planning and Pandemic 
Planning by updating its emergency preparedness tools, facilities and processes to ensure 
effective recovery and continuity of critical services and introducing preventative 
measures to minimize potential impacts on its employees. 
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IV.2 Program Support Priorities 

OSFI has two Program Support Priorities that support the Program Activities. These two 
Priorities and their performance information are discussed below.  
 
PRIORITY 9 
 

Priority 9: High-quality internal governance and related reporting. 

Description 

 Ensure that OSFI is well managed in accordance with the accountability expectations of Parliament, the 
Treasury Board Secretariat and the federal Management Accountability Framework. 

 Enhance the internal audit function. 
 Review the performance measurement framework. 

Key Expected Results 

 OSFI's financial results accurately reflect its financial position. 
 Programs and activities are operating within applicable policies, acts and guidelines.  

Key Performance Measures / Achieved Results 

1. OAG audits confirm financial controls. Source: Financial Statement Audits by the 
Office of the Auditor General 

• Since fiscal year 2000-2001, OSFI’s financial statements have been audited annually 
by the Office of the Auditor General. OSFI has received an unqualified audit opinion 
each year, up to and including 2006-2007. This attests that OSFI’s financial 
statements present fairly, in all material respects, its financial position at year-end 
and the results of its operations and its cash flows for the year ended in accordance 
with Generally Accepted Accounting Principles (GAAP) for the private sector. 

 

2.  Internal Audit finding that operational controls are in place and operational units 
are operating within applicable policies, acts and guidelines. Source: Internal Audit 
Reports.12 

• Internal Audit has developed a risk-based audit plan and a comprehensive policy and 
procedures manual for the audit function. Audit reports, which include management’s 
response to any identified issues, are posted on OSFI’s Web site.  These reports 
identified several opportunities for the improvement of certain policies and practices. 

Rating 

2006-2007 –
Met 
expectations 
2005-2006 –
Met 
expectations 
2004-2005 –
Met 
expectations 
 
 
 
2006-2007 – 
Met 
expectations 
2005-2006 – 
Met 
expectations 
2004-2005 – 
Met 
expectations     

                                                 
12 Seven audit reports are now available on OSFI's Web site under About OSFI/ Reports/ Internal Audit Reports. Four 
of these reports were published during 2006-2007, as per the Audit Plan (see Table 10 of this DPR for more 
information).  OSFI expects that, based on the findings and recommendations of these audit reports, continual 
improvement will take place.  
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Action plans to deal with these matters are underway and on track. More details can 
be found in this Department Performance Report in Section III.2, Table 10 Internal 
Audit or Evaluations 

 
3. NEW Assessment of OSFI’s Results-based Management Accountability 
Framework.  Source:  Treasury Board Secretariat  
 
• OSFI completed a Treasury Board assessment of its Management Accountability 

Framework during 2006-2007. The results of this assessment and OSFI’s action plan 
in response to it are posted on OSFI’s Web site at http://www.osfi-
bsif.gc.ca/osfi/index_e.aspx?DetailID=1619 OSFI is committed to management 
excellence and considers the MAF process an important means of assessing 
performance. 

• OSFI achieved “notable” results for the following indicators: Effective Planning 
Function, Portfolio Management, Financial Reporting, Information and Decision 
Making, Risk Management, Human Resources Planning and Financial Analysis. 

• OSFI was also commended for its efforts in developing the internal audit function 
under the new Treasury Board Policy on Internal Audit. OSFI maintains a strong 
working relationship with the Office of the Comptroller General (OCG) and is assisting 
the OCG in piloting their new maturity assessment model for further developing 
internal audit within the government. 

• Treasury Board suggested three areas where OSFI needs to focus during 2007-
2008:  Official Languages – Language of Work, Employment Equity and Performance 
Reporting.  

 

 

2006-2007 – 
Met 
expectations 

2005-2006 – 
N/A 

2004-2005 – 
N/A 

 

 

 

 

 

 

Performance Discussion 

Steps taken during the year in support of this objective include: 

• OSFI prepared an action plan to increase the percentage of bilingual supervisors and implementation 
of the plan is well underway. As at December 2006, OSFI had achieved a two percent increase (vs. the 
MAF assessment) in the number of bilingual supervisors, and further increases are expected as 
implementation continues. 

• OSFI closed the gap in one area of Employment Equity. As at December 2006, OSFI had exceeded 
the MAF’s targeted percentage for aboriginal representation. In addition, the overall representation of 
visible minorities at OSFI exceeded workforce availability. 

• For the second consecutive year, Enterprise-wide Risk Management self-assessments were deployed 
during 2006-2007 to the divisional levels as part of the annual planning process.  

• 2006-2007 was the first year of the operation of the Independent Audit Committee, which met 6 times 
over the course of the year. 

• Treasury Board approved OSFI to be recognized as a “Large Department and Agency” under the 
Internal Audit Policy.  

• OSFI established a performance measurement framework across OSFI and the Office of the Chief 
Actuary for external and management reporting. 

• During 2006-07, OSFI fully implemented the Treasury Board Policy on Internal Audit and further 
enhanced its governance and accountability framework through increased capacity in its Internal Audit 
function. OSFI also increased the number of internal audits performed in the fiscal year and appointed 
an independent member as Vice-Chairperson so as to further enhance the Committee’s independence. 

• OSFI participated in a number of government horizontal audits (e.g., travel and hospitality, staffing 

http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailID=1619
http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailID=1619
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process), the results of which will be available during 2007-2008.   

• Audit reports, which include management’s response to any identified issues, were reviewed by the 
Executive and Audit Committees at regularly scheduled meetings and were posted on OSFI’s Web 
site. 

• During 2006-2007, OSFI published the first edition of its external newsletter, The OSFI Pillar. The 
newsletter is designed to provide stakeholders with a reminder of the latest guidelines, notices, public 
statements, and other pertinent information released by the Office. The name reflects OSFI’s 
prudential mandate, to regulate and supervise in a manner that contributes to the strength of Canada’s 
financial system. 

• OSFI continued to post on its Web site the Superintendent’s speeches and appearances before 
Parliamentary Committees. 

Steps planned for the future to improve performance include: 

• OSFI will incorporate internal performance measures recently developed into external reporting. 
• Once the results of the government’s 2006-2007 horizontal audits are available, OSFI will assess any 

audit findings and determine whatever measures are necessary. 
• In 2007-2008, OSFI will investigate what further enhancements to its Web site may be required in 

support of the government’s Common Look and Feel initiative and prepare its implementation plan.  
The new standards are to be completed by December 31, 2008. 

Resources:   Included in Priorities 1 to 6  
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PRIORITY 10 
 

Priority 10: Resources and infrastructure necessary to support supervisory and regulatory activities. 

Description 

• Develop and implement cost-effective information management systems that contain relevant, accurate 
and timely internal and external data. 

• Maintain a robust technology infrastructure that meets acceptable security and performance standards. 

Expected Results 

• High quality staff and a motivated and skilled workforce.  
• Program support is efficient and delivers services at reasonable cost and turn-around time relative to 

peers.  
• A cost-effective, secure and robust technology infrastructure 

Key Performance Measures / Achieved Results 

1  Knowledgeable observers are of the view that OSFI has high quality staff.  
Source: 2007 Report on Actuarial Consultations13 
 
• In the fall of 2006, OSFI commissioned The Strategic Counsel, an independent 

research firm, to conduct a confidential consultation with insurance companies, to 
explore perceptions of the current insurance marketplace, of OSFI in general, and 
of the work of OSFI’s actuarial division in particular. Participants generally held 
positive impressions of the knowledge of OSFI staff dealing with actuarial matters 
in core areas. Some areas for improvement were noted, including increasing the 
level of expertise in certain technical areas and increasing the complement of staff 
dealing with actuarial matters. 

 

2. External reviewers find OSFI's Program Support to be efficient.   

No external measures were undertaken for the period in review.  

 

3. Employee Survey finds that OSFI employees are motivated. 

No employee survey was conducted during the period in review. The next one is 
planned for 2007-2008.  

 

 

Rating 

2006-2007– Met 
expectations (for 
actuarial staff) 
 
2005-2006 – Met 
expectations (for 
pension staff)15  
 
2004-2005 – N/A 
 
 
 
 
2006-2007 – 
N/A 
2005-2006 – 
Met expectations 
2004-2005 – N/A 
 
 
2006-2007 – N/A 
2005-2006 – 82% 
2004-2005 – N/A 
 
 
 
 
 
 
 

                                                 
13 Source: See footnote 4 

http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/act_cns_e.pdf
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4. NEW 360 Feedback Source: HAY 360 Feedback process14 

• In 2005-2006, OSFI introduced a 360-degree feedback process for all executive 
staff, which led to personalized development plans in the 2006-2007 performance 
management process. A review of the 360 results showed that leadership training 
and attention to specific goals led to improved scores from last year’s 360. 

 

5. Internal tracking of IM/IT infrastructure performance 

• Completed Phase 3 of the EDMS project, enhancing the business's ability 
to manage core information assets in accordance with Treasury Board Information 
Management policies and reorganizing the balance of OSFI's electronic records to 
improve information sharing.  

• Enhanced reporting and analytics capabilities for the Banking Industry, and 
completed work on enhancements for the Property & Casualty and Life Insurance 
industry, delivering key monitoring functionality to the MASD Group in Supervision. 

• Completed the development of new reporting and 
analytics capabilities in accordance with Basel Accord requirements -the Basel II 
initiative. 

• Commenced the redevelopment of core Pensions Supervision Systems 
capabilities, focusing on the technical enablement of the Pensions Approvals 
process 

 
 
 
2006-2007 – 
Score 5.7 (target 
5.3) 
 
2005-2006 – 
Score 5.5 (target 
5.3)  
 
2004-2005 – N/A 
 
 
2006-2007 – Met 
expectations 
 
2005-2006 – Met 
expectations 
 
2004-2005 – Met 
expectations 

 

Performance Discussion 

Steps taken during the year in support of this objective include: 

• Conducted vulnerability assessment and penetration test on the network infrastructure. 
• Conducted a Threat and Risk Assessment on all new technology proposed. 
• Reviewed the Security Management Services provider to enhance and ensure our response capacity. 
• Initiated a full IT Threat and Risk Assessment with expected results to be delivered in the 07-08 fiscal 

year. 
• Training plans were delivered as scheduled, resulting in improved employee satisfaction, and in 

addressing skills gaps.  
• OSFI continued to address HR planning by focusing on divisional and sector HR plans, and aligning HR 

planning with business planning. All divisions have now developed their own specific HR plans, and 
these have been rolled up into sector-specific plans.  

• OSFI initiated a review of its compensation survey program with a resulting change to a different survey 
that more closely matches with the financial industry.   

• Introduction of new business intelligence capabilities. 

                                                                                                                                                  
14 Source: OSFI’s 360 process is based on a model developed by the HAY Group, a management 
consultancy specializing in HR services. Peers, managers and direct reports use a seven point scale to rate 
competencies. OSFI adopted a target average score of 5.3, which is the level at which HAY considers a 
competency a strength. The actual average is calculated from the ratings received for three competencies: 
Developing Others, Team Leadership and Managing Change. Rating forms were submitted anonymously to 
HAY.  All of OSFI’s REX staff with direct reports participated in the 360 process:  75 in 2005-2006 and 76 
in 2006-2007.   
15 Source: See footnote 8. 
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• Continuing roll out of information management tools. 
• Quarterly staffing plans were implemented in 2006-2007. A review of staffing actions taken against 

planned needs showed that sectors were successful in delivering against their plans. 
• Quarterly reviews by OSFI's Executive Committee of staffing activities showed that OSFI complies with 

the staffing values of the Public Service Employment Act. 

Steps planned for the future to improve performance include: 

• Implement the approved recommendations from the TRA.  
• Continue to ensure a stringent approval process for new proposed technologies. 
• Ensure coordinated approach from the various sections in support of Infrastructure technology projects 

and programs. 
• Continue with the MITS implementation process. 
• Continue with the implementation of the IT Security Policy Framework.  
• Review the results of the insurance consultation and come up with options to address findings related 

to actuarial expertise.   
• OSFI will continue to ensure HR planning is an integral part of business planning and will continue to 

review its HR needs in light of changing business priorities, succession and GoC policy.  
• OSFI will conduct an employee survey to measure satisfaction and a compensation survey to evaluate 

its current compensation strategy.    
• Continuing roll out of new business intelligence capabilities. 
• Replacement of Pensions Management legacy systems. 

Resources: Included in Priorities 1 to 6 
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IV.3 Government Priorities and Other Initiatives  
This section summarizes OSFI’s involvement in a number of government-wide 
initiatives.   

Results Based Management and Accountability Framework 
The Results Based Management and Accountability Framework (RMAF) is the 
continuation of Modern Comptrollership and its management practices that OSFI 
implemented in 2003-2004. During 2006-2007, OSFI completed a Treasury Board 
assessment of OSFI’s Management Accountability Framework. The results of this 
assessment and OSFI’s action plan in response to it are posted on OSFI’s Web site under 
About OSFI/ Reports/ Management Accountability Framework. 
  
OSFI is well positioned already with respect to RMAF, however, monitoring mechanisms 
for, and reporting on, performance measures remain areas to focus and work on.  
 
Program Activity Architecture  
Effective 2004-2005 OSFI implemented the Program Activity Architecture (PAA), as 
recommended by the Treasury Board Secretariat, as part of the federal government’s 
commitment to strengthen oversight and accountability. OSFI also developed a 
performance measurement framework and a suite of measures corresponding to its PAA, 
which was largely implemented in 2005-2006. More details can be found on OSFI’s Web 
site in the Report on Plans and Priorities 2006-2007 to 2008-2009, posted on OSFI’s 
web site under About OSFI/ Reports/ Reports on Plans and Priorities.  
 
OSFI commenced work in 2006-2007 towards implementing the Treasury Board 
Secretariat’s Management Resources and Results Structure (MRRS) Policy. During 2007-
2008, OSFI will further review its performance measurement framework and measures, 
in particular at the strategic outcome level. 
 
Risk Based Audit Framework (RBAF) 
OSFI’s Risk-Based Audit Framework has been established through assessing risk by 
incorporating Enterprise-wide Risk Management (ERM) results as well as an 
assessment of materiality and public visibility. Ongoing program monitoring, internal 
auditing and reporting strategies remain areas to focus and work on.  
 
OSFI’s Audit Committee comprises four independent members, who represent a majority 
of the committee. During 2006-2007, OSFI appointed an independent member as Vice-
Chairperson so as to further enhance the Committee’s independence. During 2006-07, 
OSFI established a plan to fully implement the Treasury Board’s policy on Internal Audit 
within the timeframe required by TBS, and took many steps to this end. OSFI also 
increased the capacity in its Internal Audit function and the number of internal audits. 
OSFI also participated in a number of government horizontal audits, the results of which 
will be available during 2007-2008.   
 
Internal Audit reports are reviewed by the Executive and the Audit Committees at 
regularly scheduled meetings and are posted on OSFI’s Web site.  

http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailID=1619
http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/reports/osfi/rpp0607_e.pdf
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Proactive Disclosure 
In accordance with federal government policies introduced in 2004, OSFI published 
information on travel and hospitality expenses incurred within OSFI by the 
Superintendent, Assistant Superintendents and Chief Actuary, as well as information on 
contracts over $10,000 issued by or on behalf of OSFI.  
 
Effective spring 2006, the disclosure of Grants and Contributions is also required. All 
proactive disclosure information is updated every three months on OSFI’s Web site.  
 
Acts, Legislation and Regulations 
Information on the Acts, Legislation and Regulations administered by or impacting OSFI 
can be found on the OSFI Web site, www.osfi-bsif.gc.ca, under About OSFI / 
Legislation. The acts can be found on the Justice Canada Web site under “Laws”  at 
http://laws.justice.gc.ca.  
 
 
IV.4  Other References  
 
Headquarters 
Office of the Superintendent of Financial Institutions Canada 
255 Albert Street 
16th Floor 
Ottawa, Ontario 
K1A 0H2 
 
Telephone: (613) 990-7788 
Fax: (613) 952-8219 
Web site: www.osfi-bsif.gc.ca 
 
 
Publications  
Please see OSFI Web site www.osfi-bsif.gc.ca for details. 

 

 
 
 

http://www.osfi-bsif.gc.ca/
http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?ArticleID=1752
http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?ArticleID=1752
http://laws.justice.gc.ca/en/B-1.01/
http://laws.justice.gc.ca/
http://www.osfi-bsif.gc.ca/
http://www.osfi-bsif.gc.ca/



