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Appendix E

IIROC response to comments received on proposedamendments published in IROC Rules Notice 19-0154

On August 29,2019, weissued Notice 19-0154 requesting comments on the Republication of Proposed Amendments to Dealer Member Rules and Form 1
regarding the securities concentration test and designated ratingorganizations. [IROC received one comment | etter from the following commenter:

Investment Industry Association of Canada

A Copy of this comment letter is publiclyavailable on [IROC’s website (www.iiroc.ca). The comments we received and ourresponses to themare summarizedin

the tablebelow.

Request to extend implementation timeline

1.The comment | etter outlines industry challenges in meeting the proposed amendments’ requirements,
andrequests that 1|IROCprovide a minimum implementation timeline of eighteen months.

We will recommendan eighteen-month
timeframe for implementation, once approved by
the Recognizing Regulators.

Industry challenges with the proposal: aggregating data and coordinationwith service provider

2.The comment letter notes thattheindustry must work through severalchallenges to meet the
proposedrequirements. Aprimary challengeis coordinating theimplementation planwith the service
provider.

Dealers envisiona staged approach, where the service provider will aggregate and prepare necessary
basic reports, such asadebtsecurities concentration report, which Dealers’ canthen customizeinto a
special purpose, risk-adjusted capital (RAC) report to meet the proposed requirements.

Dealers notethatisolating the required data to recognize andaggregate the full population of covered
debtissuersecurities will be complex. For example, there are limitations in simplyrelying on CUSIP
common identifiers to identifyaccurately the complete population of covered debt securities froma
given issuer.

Other notable operational issues that must be addressed include determining the best methodology to :

e assignDRO creditratings to the debtissuer data

Webelievethataddressing these challengesis
necessary and appropriate to meet the objectives
of the proposedamendments. We also note that
inthe course of our 2019 Dealer consultation, we
received encouraging feedback regarding reduced
implementation timelines from some Dealers and
their service provider.

Nevertheless, we recognize andappreciate the
concernsraisedand, as noted above, we will
recommend an extended implementation
timeline.
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e incorporatetheeligible corporate debt marginoffsets to their debt concentration service bureau
reports

Netting allowances for client positions

3.The comment letter requests clarification regarding proposed Schedule 9B Note 4, and the As detailedin IIROC Notice 19-0154, Appendix A,
permissibility of netting across client and inventoryaccounts. we madechanges to proposed Schedule 9B Note

4, clarifyingthat:

“Itis not permitted to net the Dealer Member’s own
position againstclient positions, or to net exposures
across client accounts. Netting across client accountsis
only permitted in accordance with IIROC Rule 5830,

supported by a written hedge agreementin a form
acceptable to IIROC.”
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