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To:  BC Incorporated Life Insurance Companies and Insurance Societies

Re:  Adoption of the Life Insurance Capital Adequacy Test (LICAT)

This letter is to inform BC incorporated life insurance companies that the Financial Institutions
Commission (FICOM) has adopted the LICAT, as finalized by the Office of the Superintendent
of Financial Institutions (OSFI). The LICAT replaces the currently applied Minimum Continuing
Capital and Surplus Requirements (MCCSR) and is effective January 1, 2018 for all BC
incorporated life insurance companies.

On April 4, 2016, FICOM issued a notice of intent to adopt the LICAT. In the letter, BC
incorporated life insurance companies were notified that once the LICAT was finalized, the
guideline would become applicable for January 1, 2018.

Section 8.1 of the Capital Requirements Regulations of BC’s Financial Institutions Act currently
states that in part, the minimum adequate capital base of a life insurance company is determined
in accordance with the MCCSR as established, published, and amended from time to time by
OSFI.

Despite the current reference to the MCCSR, the LICAT is still applicable under Section 8.1, as
currently worded. Section 36(1)(f) of the Interpretation Act (Repeal and replacement of an
enactment) applies such that the LICAT is applicable under the regulation since the replacement
enactment relates to the same subject matter.

A link to the final version of the LICAT can be found here.

If you have any questions regarding the application or implementation of the LICAT, please
contact your relationship manager.
Sincerely,

Melanie Achtemichuk
Executive Director, Policy and Approvals

e  Superintendent of Financial Institutions 2800-555 West Hastings
e  Superintendent of Pensions Vancouver, BC V6B 4N6
e Registrar of Mortgage Brokers Telephone: 604 660-3555
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http://www.fic.gov.bc.ca/pdf/fid/correspondence/16-1521-LTR.pdf
http://www.osfi-bsif.gc.ca/Eng/fi-if/rg-ro/gdn-ort/gl-ld/Pages/LICAT18_index.aspx
http://www.osfi-bsif.gc.ca/Eng/fi-if/rg-ro/gdn-ort/gl-ld/Pages/LICAT18_index.aspx

