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OSFI Issued March 31, 2016 Draft guideline — Life Comments should be
insurance Capital provided no later than

[Applicable to insurance Adequacy Test-Public May9, 2016

companies] Consultation

The Life Insurance Capital
Adequacy Test (LICAT)
guideline will replace the
current life insurance
capital test, the Minimum
Continuing Capital and
Surplus Requirements
(MCCSR) guideline, in
place since 1992. The key
changes introduced by
the LICAT guideline
compared to the MCCSR
include:

1. A solvency ratio
is used in lieu of
a capital ratio,
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with the
supervisory
target level set at
100% as
opposed to
150%.
Deductions and
adjustments from
available capital
are made at the
same level where
the losses occur.
All intangible
assets, including
computer
software
intangibles, and
certain deferred
tax assets and
encumbered
assets are
deducted from
available capital.
Risk factors and
shocks are set at
a consistent
target level of
confidence.
Significantly more
risk sensitive
measures are
used for credit,
market,
insurance and
operational risks
and for
determining
capital credits for
discretionary
features.

Market risk has
been expanded
to include a
charge for
interest rate risk
based on
shocked interest
rate scenarios.

A credit for risk
diversification
has been
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introduced to
calibrate the sum
of the
components
(risks) to the
stated level of
confidence.

BIS/Basel

[Applicable to banks]

Published March24, 2016

Reducing variation in

credit risk-weighted
assets — constraints on

the use of internal model

approaches —
Consultative document

The proposed changes to
the IRB approaches set
out in this consultative
document include a
number of complementary
measures that aim to: (i)
reduce the complexity of
the regulatory framework
and improve
comparability; and (i)
address excessive
variability in the capital
requirements for credit
risk. Specifically, the
Basel Committee
proposes to:

e remove the
option to use the
IRB approaches
for certain
exposure
categories, such
as loans to
financial
institutions,
since-in

e the Committee's
view-the model
inputs required to
calculate
regulatory capital
for such
exposures cannot
be estimated with

Comments should be
provided no later than
June24, 2016



http://www.bis.org/press/p160324.htm
http://www.bis.org/bcbs/publ/d362.pdf
http://www.bis.org/bcbs/publ/d362.pdf
http://www.bis.org/bcbs/publ/d362.pdf
http://www.bis.org/bcbs/publ/d362.pdf
http://www.bis.org/bcbs/publ/d362.pdf
http://www.bis.org/bcbs/publ/d362.pdf
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sufficient
reliability;

adopt exposure-
level, model-
parameter floors
to ensure a
minimum level of
conservatism for
portfolios where
the IRB
approaches
remain available;
and

provide greater
specification of
parameter
estimation
practices to
reduce variability
in risk-weighted
assets for
portfolios where
the IRB
approaches
remain available.

Finance

Published (Gazette) —
March23, 2016

By-law Amending the
Canada Deposit
Insurance Corporation
Deposit Insurance
Information By-law

The Amending By-law
introduces the

requirements that the
Federal Credit Unions

(FCU):

prepare a
Statement of
Transitional
Coverage
(Statement), and
verify the
accuracy of the
Statement by the
Canada Deposit
Insurance
Corporation
(CDIC);

In force



http://www.gazette.gc.ca/rp-pr/p2/2016/2016-03-23/html/sor-dors33-eng.php
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make a copy of
the Statement
available to any
customer that is
conducting
deposit- taking
business with
staff at a branch
of the federal
credit union until
the transition
period expires;
for the duration of
the transition
period, make the
Statement
available by way
of a hyperlink on
any pages of its
Web site that
reference deposit
products;

for a period of 6
months,
commencing on
the date on which
the FCU became
a

member of CDIC,
prominently
display a sign in
each branch and
office where
customers are
served that refers
customers to the
Statement and
indicates how
customers can
obtain a copy of
the Statement;
and

in respect of a
pre-existing
deposit that is to
be repaid on a
fixed day and
exceeds
$100,000,
provide that
depositor, and at
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such time that is
no sooner than
12 weeks (but no
later than 4
weeks) from the
expiry of the
transition period,
with a copy of the
Statement or an
indication as to
how that

e depositor can
obtain a copy of
the Statement.

BIS/Basel

[Applicable to banks]

Issued March 17, 2016

Handbook for Regulatory
Consistency Assessment
Programme (RCAP)

jurisdictional assessments

The Handbook for RCAP
describes the guidance,
principles and processes
for assessing compliance
with Basel standards
under the Regulatory
Consistency Assessment
Programme. The
programme is sufficiently
general to accommodate
differences in structural
and institutional factors
across jurisdictions. The
RCAP Handbook
presents a general
framework as well as
specific processes and
procedures for assessing
a jurisdiction's regulatory
framework for (i) risk-
based capital standards,
(i) the Liquidity Coverage
Ratio (LCR) and (iii)
global systemically
important banks (G-SIBs).

BIS/Basel

[Applicable to banks]

Issued March11, 2016

Pillar 3 disclosure
requirements —
consolidated and
enhanced framework —

Comments should be
provided no later than
JunelO, 2016



http://www.bis.org/press/p160317.htm
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http://www.bis.org/bcbs/publ/d361.pdf
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Consultative document

Pillar 3 of the Basel
framework seeks to
promote market discipline
through regulatory
disclosure requirements.
The proposed
enhancements issued
include:

e the addition of a
"dashboard" of
key metrics;

e adraft disclosure
requirement of
hypothetical risk-
weighted assets
calculated based
on the Basel
framework's
standardised
approaches; and

e enhanced
granularity for
disclosure of
prudent valuation
adjustments.

The proposal also
incorporates additions to
the Pillar 3 framework to
reflect ongoing reforms to
the regulatory framework.
These include, for
example, disclosure
requirements for:

e the total loss-
absorbing
capacity (TLAC)
regime for global
systemically
important banks;

e the proposed
operational risk
framework; and

e the final standard
for market risk.
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OSFI

[Applicable to banks, trust
and loan companies,
cooperative credit
associations and
insurance companies]

Issued March 10, 2016

IFRS 9 Financial
Instruments and
Disclosures — Draft
Guideline

The proposals contained
in the draft guideline have
been tailored to the size,
nature and complexity of
FREs. For example, more
detailed requirements for
the application of the
IFRS 9 expected credit
loss framework are
proposed for banks that
are systemically important
in Canada based on the
recent guidance issued by
the BCBS. By contrast the
proposals for other
deposit-taking institutions
are more tailored for the
size, nature and
complexity of those
institutions.

In addition to new
guidance on expected
credit losses, OSFI
proposes, the following
seven Guidelines be
revised or replaced and
consolidated into a single
IFRS 9 Financial
Instruments and
Disclosures Guideline:

e C-1 Impairment
— Sound Credit
Risk Assessment
and Valuation of
Financial
Instruments at
Amortized Cost;

e (C-5 Collective
Allowance —
Sound Credit
Risk Assessment
and Valuation
Practices for
Financial

Comments should be
provided no later than
May6, 2016



http://www.osfi-bsif.gc.ca/eng/fi-if/rg-ro/gdn-ort/gl-ld/Pages/ifrs9.aspx

BLG

Instruments at
Amortized Cost;

e D-1,D-1A, D-1B
Annual
Disclosures;

e D-6 Derivatives
Disclosures;

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

BIS/Basel

[Applicable to banks]

Issued March 4, 2016

Standardised

Measurement Approach

for operational risk-
Consultative Document

The proposed revisions to
the operational risk capital
framework are part of the
Committee's broad
objective of balancing
simplicity, comparability
and risk sensitivity. The
SMA addresses a number
of weaknesses in the
current framework. In
particular:

e The SMA will
replace the three
existing
standardised
approaches for
calculating
operational risk
capital as well as
the Advanced
Measurement
Approach (AMA),
thus significantly
simplifying the
regulatory
framework;

e The revised
methodology
combines a
financial

Comments should be
provided no later than
June3, 2016



http://www.bis.org/bcbs/publ/d355.htm
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statement-based
measure of
operational risk
— the "Business
Indicator" (Bl) —-
with an individual
firm's past
operational
losses. This
results in a risk-
sensitive
framework, while
also promoting
consistency in
the calculation of
operational risk
capital
requirements
across banks and
jurisdictions; and
The option to use
an internal
model-based
approach for
measuring
operational risk
— the AMA —
has been
removed from the
operational risk
framework. The
Committee
believes that
modelling of
operational risk
for regulatory
capital purposes
is unduly
complex and that
the AMA has
resulted in
excessive
variability in risk-
weighted assets
and insufficient
levels of capital
for some banks.

By
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Expertise

Banking & Financial Services, Energy - Oil & Gas

BLG | Canada’s Law Firm

As the largest, truly full-service Canadian law firm, Borden Ladner Gervais LLP (BLG) delivers practical legal
advice for domestic and international clients across more practices and industries than any Canadian firm.
With over 725 lawyers, intellectual property agents and other professionals, BLG serves the legal needs of
businesses and institutions across Canada and beyond — from M&A and capital markets, to disputes, financing,
and trademark & patent registration.

blg.com

BLG Offices

Calgary Ottawa Vancouver

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

T 403.232.9500 T 613.237.5160 T 604.687.5744

F 403.266.1395 F 613.230.8842 F 604.687.1415
Montréal Toronto

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

Suite 900 22 Adelaide Street West

Montréal, QC, Canada Toronto, ON, Canada

H3B 5H4 M5H 4E3

T 514.954.2555 T 416.367.6000

F 514.879.9015 F 416.367.6749

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

© 2025 Borden Ladner Gervais LLP. Borden Ladner Gervais LLP is an Ontario Limited Liability Partnership.
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