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The Management Discussion and Analysis provides further
insight into the financial performance of the Compensation
Fund (“the Fund”), as managed by the Workers’ Safety and
Compensation Board (“the board”), for the year ended
December 31, 2023. This section provides management’s
perspective on our financial results and position for the year.

Forward-looking information

Any forward-looking information in this document represent the
views of management. Forward-looking information is subject
to many risks and uncertainties, and may contain significant
assumptions about the future. This information is presented

to help stakeholders understand the Fund’s financial position,
priorities and anticipated financial performance.

Risk and uncertainties about future assumptions include, but
are not limited to: the changing financial markets, the industry
mix of the Yukon workforce, the general economy, legislation,
accounting standards, appeals and court decisions, and other
known or unknown risks. Readers are cautioned not to place
undue reliance on forward-looking information as actual results
may differ materially from those expressed or implied.

Basis of reporting

The audited financial statements are prepared in accordance
with International Financial Reporting Standards (IFRS) as issued
by the International Accounting Standards Board.

Significant accounting changes in 2023

Effective January 1, 2023, the board adopted a new financial
reporting standard (“IFRS 17”) which became mandatory for
organizations in the insurance industry, including all workers’
compensation boards across Canada. The new standard, which
requires the Fund to measure its insurance contract liability
using a discount rate based on market rates at year-end and
requires other significant changes to presentation and disclosure
in the financial statements, provides insights into an insurer’s
financial health at a current point in time. This is a significant
accounting change for the board, with notably different financial
results, and in a different financial statement format, compared
to the 2022 Annual Report. It does not change the underlying
business strategy of the board.

The most significant differences from previous years is how we
determine the value of the insurance contract liability (formerly
known as benefits liability). Under IFRS 17, the liability for
incurred claims within the insurance contract liability is valued
using a point-in-time market-based interest rate. This change in
valuation of the liability for incurred claims can cause significant
year-to-year fluctuations of the insurance contract liability. This
differs from the previous accounting standard, under which

the benefits liability was valued using an interest rate based on
the board’s long-term expected rate of investment return. The

407

previous rate of return was revised only periodically in response
to changes in long-term trends and normally resulted in smaller
fluctuations to the benefits liability.

The board has also adopted IFRS 9, Financial Instruments
replacing IAS 39, Financial Instruments Recognition and
Measurement, effective January 1, 2023. The adoption of

IFRS 9 has resulted in no change in assets, liabilities and income.

The implementation of IFRS 17

IFRS 17 is the new financial reporting standard of accounting
for insurance contracts. The new standard replaces IFRS 4,
which had been in place since 2004. See Note 3 of the financial
statements for further detail on the accounting policies we
adopted under IFRS 17.

The accounting policies based on IFRS 17 had to be applied on
a retrospective basis, as if these accounting policies had always
been in place. Our consolidated financial statements have been
restated at January 1, 2022, (the date of transition to IFRS 17),
and at December 31, 2022.

The IFRS versus funding basis of accounting

While the change to IFRS 17 significantly affects our reported
IFRS-based financial results, it does not affect how the board
operates, the funding position, the investment portfolio, the
assessment rates employers pay or workers’ benefits in any way.

This is because we manage our funding position using a “funding
basis of accounting,” a method approved by our Board of
Directors and the method we used prior to the adoption of

IFRS 17. This method, using the discount rate based on the long-
term expected rate of return, reflects a more long-term financial
strategy providing the Fund with more stability in its funding
management. The funding basis ensures a long-term perspective
on the sufficiency of funding to sustain benefits for injured
workers and their dependants, while reducing the volatility of
financial results used in setting assessment rates for employers.

Note that the financial results from the unaudited funding basis
financial statements can be materially different from the results
based on IFRS in any given year due to the reasons discussed
above.



Financial position (funded vs IFRS)

IFRS basis

2023 2022

(restated to IFRS

17 basis)?

Total assets 280,504 246,720 277,633 243,621
Total liabilities 197,651 187,688 208,187 190,048
Equity 82,853 59,032 69,446 53,573
Assets/liabilities 142% 131% 133% 128%

Comparison of benefits liability (funding basis) to insurance
contract liability (IFRS)

IFRS basis
2023 2022
Benefits liability/
insurance contract 185,918 178,010 199,864 182,534

liability

Under IFRS 17, all insurance-contract-related balances,
including assessments receivable and assessments refundable,
are aggregated and presented as part of the insurance

contract liability, disclosed in Note 11. Under the funding

basis, assessments receivable remain presented as assets and
assessments refundable are included in accounts payable.

The main factor that causes the diffence between the financial
position of the Fund when reporting it under the funding basis
versus IFRS, is the use of different discount rates to calculate the
benefits liablity/insurance contract liability (IFRS). To clarify, IFRS
now refers to the benefits liability as insurance contract liability.

Under the funding basis, the discount rate is based on the
anticipated returns of the underlying assets of the Fund, which
takes a longer term view and tends to provide more stability
when measuring the benefits liability over time. IFRS uses a
market rate based on a select cohort of long-term bonds that is
calculated at a point in time and is not based on the expected
long-term rates of return on the Fund’s investments. The IFRS
calculation for the liabilities for incurred claims can be much
more volatile especially when interest rates change quickly.

Equity reconcilliation — funded vs IFRS

2022

Equity funding basis 82,853 59,032
Less benefit liability/insurance contract

liability — difference in funded vs IFRS 13,946 4,524
!_ess receivables — IFARS‘r'ecIaSS|ﬁcat|on to 2871 3,098
insurance contract liability

Add payables — IFRS' re;l}assnﬁcatlon to 3,410 2,161
insurance contract liability

Equity IFRS 17 69,446 53,573

The above reconciliation illustrates the differences between the
equity on the financial position for the funding basis versus IFRS.
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Again the main reconciling item is the difference in the benefits
liability (funding basis) versus the insurance contract liability
(under IFRS) due to the different discount rates. As noted above,
the other reconciling items involve reclassifications of accounts
receivable and accounts payable related to insurance contracts.
These items are shown separately on the Funding Basis Financial
Position, but are reclassified under the IFRS financial position
and included in the insurance contract liability.

Change in the presentation of IFRS financial statements

IFRS 17 fundamentally changes how assets, liabilities and
earnings related to insurance are presented in our published
financial statements. On the statement of financial position,

all assets and liabilities related to the insurance contract are
grouped together and presented as “insurance contract liability.”
On the Statement of Operations and Comprehensive Income,
insurance finance income or loss and net investment income

or loss are presented separately from insurance service result.
Further information on the IFRS insurance contract liability and
expenses are provided in the notes to the financial statements.

How to read the Management Discussion and Analysis

As funding-basis financial results are used to manage the board’s
financial position, unless otherwise noted, the board’s financial
position and results are discussed on the funding basis here in
the Management Discussion and Analysis.

Note that some asset and liability balances for prior years, as
well as some income and expenses, will not match with the 2023
audited statements due to the transition to IFRS 17 (see Note 3).

Operating results

In 2023, the Fund, on the funding basis (unaudited), incurred

an operating surplus of $24.0 million versus a $21.2 million loss
in 2022. This large change is mainly a result of incurring a net
gain of $29.6 million in 2023 versus net investment loss of $24.0
million in 2022 on the funding basis.



Total comprehensive income (loss), which includes the actuarial
gain or loss on post-employment benefits, was $23.8 million in
2023 versus a loss of of $21.1 million in 2022. There were no
funding policy surplus distributions in 2023 or 2022.

In 2023, under IFRS, the Fund had a net surplus of $16.1 million
(2022- $7.8 million) and total comprehensive income of $15.9
million (2022- $7.8 million). Under IFRS, the discount resulted
in higher total expenses in 2023 compared to the funding basis
total expenses.

Again, the main difference in total comprehensive income (loss)
is due to the large swing in investment income.

Revenues

The Fund’s revenue and income, which includes net investment
income or loss, totalled $67.8 million in 2023 versus $13.4
million in 2022. The change in overall revenue was mainly due to
the increase in net investment income in 2023.

The revenue figures are no longer grouped together under IFRS
and two of them have different titles:
e Insurance revenue under IFRS was previously called
“assessment revenue”.
e Fines and miscellaneous income under IFRS was
previously called “Recoveries and other receipts”.

The net investment income in 2023 was $29.6 million versus net
investment loss of $24.0 million in 2022, an increase of $53.6
million.

In 2023, the Fund’s investments increased due to strong equity
markets and solid fixed income returns, ending the year with

an overall return of 13.7%. The four-year annualized return
increased from from 5.5% to 5.9%. As of December 31, 2023, the
investment portfolio’s asset mix was 45% fixed income and 55%
equities. Bond values rebounded in 2023 after having one of the
worst years on record last year (-10.7%), posting a return of 7%.
Equities had a very strong year and returned 19% for the year.
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Assessment revenue (or insurance revenue) in 2023 was $36.8
million versus $35.4 million in 2022, marking a 4.2% increase.
This increase was mainly due to an overall increase in assessable
payroll and an increase in the maximum annual earnings (MAE).
The average collected assessment premium rate (per $100 of
insurable earnings) has remained relatively stable year over year,
asin 2023 it was $2.08 versus $2.15 in 2022.

The increase in assessable payroll (8%) was due to an overall
increase in economic activity and an increase in the MAE in
2023. The MAE went from $94,320 to $98,093 due to indexing
that is based on Consumer Price Index (CPI). The number of
employers remained unchanged at 4,036.



Expenses

IFRS expenses are shown under three main categories as
opposed to multiple expenses under the funding basis. As noted
above, the IFRS discount rate resulted in higher total expenses
as compared to the funding basis total expenses. The three new
expenses categories under IFRS are:

Insurance service expense (see Note 17 for details) of
$33.0 million in 2023 (2022- $23.6 million)

Insurance finance income (loss) (Note 17) of (516.0
million) loss in 2023 (2022 — $21.2 million income)
Other general and administration expenses (Note 16) of
$2.7 million (2022- $3.1 million).

Total claims expenses for funding basis were $29.4 million in
2023 versus $20.9 million in 2022. The increase was due to

a number of factors including an increase in 2023 related to
prior years” injuries and the fact that the 2022 numbers were
lower due to a discount rate adjustment during that year.
Administration costs for funding basis increased to $13.2 million
in 2023 from $12.7 million in 2022. This increase was mainly
related to the settlement of the collective agreement and
accompanying retroactive increases to board employees.
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Balance sheet

At the end of each fiscal year, the board’s actuary calculates
the benefits liability for all injuries that have occurred to date.
This liability represents the actuarial present value of all future
benefits and related administration costs. As at December 31,
2023, this liability under the funding basis was $186 million, an
increase of 5% over the previous year. Under IFRS this liability
was $199.9 million in 2023 (2022 — $182.5 million).

The total assets of the Fund on the funding basis and under IFRS
increased by $34 million, or 14%, in 2023. This increase was
mainly attributable to the increase in the investments driven by
strong returns in equities and solid returns in the bond portfolio.

Funded position

The funding ratio is calculated by dividing the total assets by the
total liabilities. Like a pension plan, the Fund must have adequate
assets to ensure that benefits can be provided to injured workers
both now and well into the future. Reserves are necessary to
ensure that the board can minimize rate volatility, protect the
Fund from unforeseen catastrophic events and preserve capital
during large downturns in financial markets.

As of December 31, 2023, the funding ratio was 142%, up from
131% in 2022, due to strong investment returns in 2023.

Risk management

In order to identify and manage the many risks that the
organization faces, an enterprise risk management system has
been implemented. Its purpose is to identify risks that could
impede the organization’s ability to carry out its mandate

of preventing injuries and helping injured workers and their
families. Risks are identified and ranked by probability and
impact. Risk owners are assigned, and mitigation measures are
identified, implemented and monitored throughout the year.
These measures are reviewed through the internal audit process
to assure the organization that measures are functioning as
anticipated. Annually, management formally reviews the risks
and corresponding mitigation strategies with the Board of
Directors.



The top risks for 2023 were identified as outdated legislation
(regulations), the disruption of operations by cyber-attacks

and the inability to respond to changing stakeholder needs in

a rapidly changing environment. Ongoing mitigation of these
risks include the continued work related to implementing of the
Workers’ Safety and Compensation Act which was effective in
July 2022, information technology security enhancements and
continued commitment to business process improvements.

Economic review

At the beginning of 2023, the prevailing view was that economies
would experience a recession due to the aggressive interest rate
increases that had occurred over the past two years. As the year
developed, consensus shifted to a soft-landing scenario and it
appeared that the inflation emergency was over and increasing
interest rates should end. In the Yukon, the economy has been
relatively good, the population is growing and employment is
strong. These factors have resulted in rising demand for our
services, particularily on the prevention front.

Overall the number of claims has remained relatively unchanged.
A small cohort of claims, however, is complex and challenging

to manage. This group includes claims related to psychological
injuries, which tend to be very long in duration. The board
continues to work with workers, service providers and employers
in managing these claims to enable workers to re-enter the
workforce in a safe and timely manner.

The board continues to look at how it can leverage technology
to improve service quality, security and efficiency. Over the past
year, the organization focused on creating online forms and

this effort to improve service delivery through technology will
continue for the foreseeable future.

Future outlook

Resilience will remain important for the board moving forward.
Challenges will emerge rapidly and will be complex and
uncertain: a strong financial basis is paramount for addressing
them. This strong financial base continues to provide employers
with relatively stable rates and ensures that future obligations
to injured workers will be met. It also allows the board to invest
in enhancing client experience and improving return-to-work
outcomes through investments in service, collaboration and
engagement. Finally, from a prevention standpoint, it also allows
the organization to allocate resources to improve and monitor
the safety of Yukon workplaces.
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Actuarial Statement of Opinion

| have completed the IFRS17 actuarial valuation of the insurance contract liability of the Yukon Workers’
Compensation Health and Safety Board (the “Board”) as at December 31, 2023 (the “valuation date”).
Details of the data, actuarial assumptions, valuation methods and results are included in the actuarial

valuation report as at the valuation date, of which this statement of opinion forms part. In my opinion:

1. The data on which the valuation is based were supplied by the board in accordance with
specifications provided by us. We applied such checks of reasonableness of the data as we
considered appropriate and have concluded that the data are sufficient and reliable for the purpose
of the valuation.

2. The actuarial assumptions adopted in computing the liability are adequate and appropriate for the

purpose of the valuation.

3. The methods used are appropriate for the purpose of the valuation and are in accordance with

accepted actuarial practice for workers’ compensation organizations in Canada.

4. The estimate of the actuarial liabilities as at the valuation date is $199,324,000. This amount
consists of $199,070,000 for the liability and $254,000 for the Other Provisional Pensioners
Occupation Disease & Presumptive Firefighter liability. This includes provisions for benefits
expected to be paid after the valuation date for claims that occurred on or before the valuation date.
A provision for future claims arising from long latency occupational diseases is included in this
valuation. This liability includes future administrative expenses for all benefits, with the exception of
the Retirement benefit. It does not include any accrued liability for claims arising from self-insured

accounts.

5. The liability as at the valuation date for Retirement contributions and interest already set aside by the
board up to the valuation date for purposes of providing pension benefits to injured workers was

obtained from the board’s finance division and is included in item 4 above.

6. The amount of the actuarial liabilities makes appropriate provision for all personal injury

compensation obligations given the plan’s accounting.

7. This report has been prepared, and my opinions given, in accordance with accepted actuarial

practice in Canada.

8. The valuation is based on the provisions of the Workers’ Safety and Compensation Act and on the

board’s policies and practices in effect on the valuation date.

Sekayi Campbell, F.C.I.A.

This report has been peer reviewed by Crispina Caballero, F.C.I.A.
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INDEPENDENT AUDITOR’S REPORT

To the Workers’ Safety and Compensation Board, board of directors and Minister responsible
for the Compensation Fund

Opinion

We have audited the financial statements of the Compensation Fund, which comprise the
statement of financial position as at 31 December 2023, and the statement of operations and
comprehensive income, statement of changes in equity and statement of cash flows for the year
then ended, and notes to the financial statements, including material accounting policy
information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Compensation Fund as at 31 December 2023, and its financial
performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards.
Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of the
Compensation Fund in accordance with the ethical requirements that are relevant to our audit of
the financial statements in Canada, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Other Information

Management is responsible for the other information. The other information comprises the
information included in the Workers’ Safety and Compensation Board’s annual report, but does
not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.
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Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with IFRSs, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Compensation Fund’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless management
either intends to liquidate the Compensation Fund or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Compensation Fund’s
financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with Canadian generally accepted
auditing standards will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we
exercise professional judgment and maintain professional skepticism throughout the audit. We
also:

¢ Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Compensation Fund'’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
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e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the
Compensation Fund’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the
date of our auditor’s report. However, future events or conditions may cause the
Compensation Fund to cease to continue as a going concern.

o Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

David Irving, CPA, CA
Principal
for the Auditor General of Canada

Edmonton, Canada
26 April 2024
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