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The management of the Yukon Workers’ Compensation Health and Safety Board (the board) is
responsible for establishing and maintaining a system of books, records, internal controls and
management practices designed to provide reasonable assurance that reliable financial information is
produced on a timely basis; Compensation Fund assets are safeguarded and controlled; transactions of
the Compensation Fund are in accordance with relevant legislation, regulations and board policies; and
that the board's resources are managed efficiently and economically and the operations of the board
are carried out effectively.

Management is also responsible for the integrity and objectivity of the financial statements of the
Compensation Fund. The financial statements as at December 31, 2009, which include amounts based
on management's best estimates as determined through experience and judgement, are in accordance
with Canadian generally accepted accounting principles. Other financial information included in the
Annual Report is consistent with these financial statements.

Members of the Board of Directors (the Board) are responsible for ensuring that management fulfills

its responsibilities for financial reporting and internal control. The Board exercises its responsibilities
through the Finance, Investment, and Audit Committee. The Finance, Investment, and Audit Committee
meets with management and the external auditors on a regular basis. The Committee has reviewed
the financial statements and has submitted its report to the Board, which has approved these financial
statements. .

The Auditor General of Canada conducts an independent audit for the purpose of expressing her
opinion on the financial statements. She also considers whether the transactions that come to
her notice in the course of the audit are, in all significant respects, in accordance with specified
legislation.

Morneau Sobeco, an independent consulting actuarial firm, has completed an actuarial valuation of the
benefits liability included in the financial statements of the Compensation Fund and reported thereon in
accordance with accepted actuarial practice.

Voo T S

Valerie Royle, BComrd (Hons), MBA  Jim Step,bé\s, CMA, CGA
President and Chief Executive Officer  Vice President, Operations and
Chief Financial Officer

March §, 2010
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| have compieted the actuarial valuation of the benefits liability of the Yukon Workers’
Compensation Health and Safety Board (the “board”) as at December 31, 2009 (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 estimate of the actuarial liability as at the valuation date is $111,991,000. This
includes provisions for benefits expected to be paid after the valuation date for

claims that occurred on or before the valuation date. This liability includes future
administrative expenses for all benefits except Annuity benefits payable at age 65. It
does not include any self-insured employers. A provision for future claims arising from
long latency occupational diseases is not included in this valuation.

The liability as at the valuation date for Annuity contributions and interest already set
aside by the board up to the valuation date for purposes of providing pension benefits
at age 65 to injured workers was obtained from the board’s finance division staff and is
included in item 1 above.

The valuation is based on the provisions of the Workers’ Compensation Act of the
Yukon Territory and on the board’s policies and practices in effect on the valuation
date.

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 to permit a realistic valuation of the benefits liability.

The actuarial assumptions adopted in computing the benefits liability are adequate and
appropriate, and the methods used are in accordance with accepted actuarial practice
for Workers’ Compensation organizations in Canada. The economic assumptions are
consistent with the funding and investment policies of the board. The discount rates
used are disclosed in note 12 to the financial statements.

Gt N

Conrad Ferguson, F.C.LA.

This report has been peer reviewed by Thane MacKay, FC.1A.
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Raditor General of Canada
Vérificatrice géndrale du Canada

AUDITOR’S REPORT

To the Minister respansible for the Compensation Fund

| have audited the balance sheet of the Compensation Fund as at December 31, 2009 and
the statements of operations and comprehensive income, changes in funded position and
cash flows for the year then ended. These financial statements are the responsibility of the
Fund’s management. My responsibility is to express an opinion on these financial statements
based on my audit.

I conducted my audit in accordance with Canadian generally accepted auditing standards,
Those standards require that | plan and perform an audit to abtain reasonable assurance
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
astimates made by management, as well as evaluating the overall financial statement
presentation.

In my opinion, these financial statements present fairly, in ail material respects, the financial
position of the Fund as at December 31, 2009 and the results of its operations and its cash
flows for the year then ended in accordance with Canadian generally accepted accounting
principles. As required by the Workers' Compensation Act, | report that, in my opinion, these
principles have been applied on a basis consistent with that of the preceding year.

Further, in my opinion, proper books of account have been kept and the financial statements
are in agreement therewith. in addition, the transactions of the Fund that have come to my
notice during my audit of the financial statements have, in all significant respects, been in
accordance with the Workers’ Compensation Act and regulations, the Occupational Heailth
and Safefy Act and regulations and the Financial Administration Act and regulations.

Sabe FJroaen

Sheila Fraser, FCA
Auditor General of Canada

Vancouver, Canada
March 5, 2010

=2‘r$‘.f)"""u.ze Sparke-Ftreet Gi‘la‘w;%u (}n“t'ar:ro K4 &-0-08
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As at December 31

ASSETS

Accounts receivable (note 6)
Investments (note 7)

Property and equipment (note 8)
Intangible assets (note 9)

LIABILITIES

Bank overdraft (note 10)

Accounts payable and accrued liabilities (note 11)

Benefits liability (note 12)
Accrued employee benefits (note 13a)

FUNDED POSITION (note 14)
Prevention Fund
Reserves

Commitments and Contingencies (notes 16 and 20)

The accompanying notes are an integral part of these financial statements.

Approved. by the Yukon Workers’ Compensation Health and Safety Board

Craig Tuton
Chair

281

2009 2008
($000s) ($000s)
2,791 2,354
134,823 119,877
2,885 2,952
4,334 4,036
144,833 129,219,
994 4,141
4,153 3,188
111,991 114,709
1,092 857
118,230 122,805
800 3,123
25803 3201
...26,603 ...8.324
144,833 129,219




For the year ended December 31

2009 2008
($000s) ($000s)
Revenue
Assessments $ 25,018 $ 23,878
Investments - net (note 17) 15,904 (14,806)
Recoveries and other receipts ... 568 _...830
Aarse0 9,902
Expenses
Claims expenses (note 12) 10,086 17,501
Administration (note 18)
General and Administration 8,337 7,539
Occupational Health and Safety 1,408 1,300
Workers’ Advocate 312 405
Act Review 112 313
Appeal Tribunal 141 154
Prevention (note 19) 915 955
21,311 28,167
Other comprehensive income (loss) - -
Operating surplus (deficit) and
comprehensive income (loss) $ 20,279 $ (18,265)

The accompanying notes are an integral part of these financial statements.
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For the year ended December 31

2009 2008
($000s) ($000s)
FUNDED POSITION
Balance, beginning of year $ 6,324 $ 24,589
Operating surplus (deficit) and
comprehensive income (loss) 20279 - (18,265)
Balance, end of year 26,603 6,324
Allocation of Funded Position:
PREVENTION FUND
Balance, beginning of year 3,123 3,798
Transfer to Stabilization Reserve (429) (675)
Transfer to Adverse Events Reserve - (,894) -
Balance, end of year . 800 3,123
ADVERSE EVENTS RESERVE
Balance, beginning of year 16,380 16,380
Transfer from Prevention Fund . 1,894 7 -
Balance, end of year 18,274 16,380
STABILIZATION RESERVE
Balance, beginning of year (13,179) 441
Operating surplus (deficit) and
comprehensive income (loss) 20,279 (18,265)
Transfer from Prevention Fund B 429 675
Balance, end of year - 7,529 - (13,179)
Total Reserves Balance S 25803 § 3201

The accompanying notes are an integral part of these financial statements

283



For _t_h__e_ year er_lded pe_cem_bg; H

2009 2008
($000s) (3000s)
Operating activities
Cash received from:
Employers, for assessments $ 25,241 $ 24,144
Investment revenue - net 4,376 4,874
Recoveries and other receipts 71 788
30,328 29,806
Cash paid to:
Claimants or third parties on their behalf (12,804) (15,280)
Employees, for salaries and benefits (6,804) (6,870)
Suppliers, for administrative and other goods and services (3,294) (3,378)
(22,902) (25,528)
Total cash provided by operating activities 7,'426“ o N 4,278
Investing activities
Proceeds on sales and maturities of investments 54,381 51,167
Purchases of investments (57,757) (55,763)
Purchases of property and equipment (145) (195)
Purchases of intangible assets ~ (758) ~ (m1y)
Total cash used in investing activities (4,279) (5,506)
Net increase (decrease) in cash 3,147 (1,228)
Bank overdraft, beginning of year S 414y (2,913)
Bank overdraft, end of year $ (994) $ (4,141)

The accompanying notes are an integral part of these financial statements.
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Decembelj 31, 2009

Nature of Operations

The Compensation Fund (the Fund) was established by the Workers’ Compensation Act (the Act) and is administered
by the Yukon Workers’ Compensation Health and Safety Board (the board) pursuant to the Act. In 2008, the Act was
amended and received Assent in the Legislative Assembly. The effective date of the new Act was July 1, 2008. The Fund,
as administered by the board, provides compensation for injury or death by accident arising out of and in the course of
employment. Annual assessments are levied upon employers by applying their industry assessment rate to their actual or
estimated payrolls for the year. The assessment and investment revenue pays for all claims, administration and prevention
expenses. In 1992, the board was made responsible for the administration of the Occupational Health and Safety Act
and regulations to advance strategies for preventing workplace injuries in the territory.

Adoption of New Accounting Standards

(a) Goodwill and intangible assets

Effective January 1, 2009, the Fund adopted CICA Handbook Section 3064 “Goodwill and Intangible Assets”. This section
establishes standards for the recognition, measurement, presentation and disclosure of goodwill and intangible assets
(note 9). The adoption of this standard resuited in the reclassification of software from property and equipment to intangible
assets. The impact of this reclassification consisted of an increase in the net carrying amount of intangible assets and a
corresponding decrease in property and equipment of $4,334,000 as at December 31, 2009 (2008 - $4,036,000).

(b) Credit risk and the fair value of financial assets and financial Habilities

The Emerging Issues Committee (EIC) of the CICA issued EIC Abstract 173 “Credit Risk and the Fair Value of Financial
Assets and Financial Liabilities” which requires the consideration of the Fund’s own credit risk and the credit risk of
counterparties when determining the fair value of financial assets and financial liabilities. The adoption of this section
was effective for the Fund's financial statements for the year ended December 31, 2009 and did not have a significant
impact on the financial statements.

(c) Fair value hierarchy

In 2009, the Fund adopted the amendments to CICA Handbook Section 3862 ‘Financial Instrurnents — Disclosures”,
The amendments to this section established a three-tier hierarchy as a framework for disclosing fair value information
based on the inputs used to fair value financial assets and financial liabilities. The Fund uses the following hierarchy for
determining and disclosing the fair value of its financial instruments by valuation technique:

- Level 1: Quoted (unadjusted) prices in active markets for identical assets or liabilities;

- Level 2: Other techniques for which alt inputs which have a significant effect on the recorded fair value are observable,
either directly or indirectly;

- Level 3: Techniques which use inputs which have a significant effect on the recarded fair value that are not based
on observable market data.

Changes in valuation methods may result in transfers into or out of an instrument's assigned level. There were no such
transfers between levels in 2009.

Future Accounting Changes

International Financial Reporting Standards (IFRS)

In February 2008, the CICA Accounting Standards Board confirmed that the transition to IFRS from Canadian GAAP will be
required for publicly accountable enterprises for interim and annual financial statements effective for fiscal years beginning
on or after January 1, 2011, including comparatives for 2010. The Fund will be adopting IFRS effective January 1, 2011.
The Fund's management is currently evaluating the impact to the financial statements of the adoption of these standards.
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Compensation Fund, Notes to the Financial Statements, December 31, 2009

4. Significant Accounting Policies

These financial statements have been prepared by management in accordance with Canadian generally accepted
accounting principles.

The preparation of financial statements in accordance with Canadian generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts in the financial statements and
accompanying notes. Actual results could differ significantly from those estimates. The more significant management
estimates relate to the determination of the benefits liability, accrued employee benefits, useful life of property and
equipment and intangible assets, and accounts receivable and assessments revenue.

The following is a summary of the significant accounting policies:
(a) Benefits liability

The benefits liability is determined annually and represents the actuaral present value of all future benefit payments
expected to be made for claims which have occurred in the current fiscal year or in any prior year. The benefits liability
includes a provision for future payments on claims that have not been finalized to date. It also includes a provision for all
benefits pravided by current legislation, policies and administrative practices in respect of existing claims as well as future
claims management costs. No provision has been made for claims related to known latent occupational diseases where
the claim has not yet been reported and the year of disablement would be in a subsequent period (note 20).

The benefits liability is comprised of three liabilities - medical aid and compensation, pension, and annuity:

- Medical aid and compensation includes benefits for medical aid, compensation for loss of earnings and personal
property, lump sum payments for permanent impairment, rehabilitation assistance, emergency transportation,
traditional aboriginal healing, and death and funeral expenses.

- The pension liability includes manthly pension benefits indexed annually that are paid to spouses, dependent children
and guardians of dependent children of those who die from a work-related injury.

- The annuity liability is for workers who have received compensation for the same disability for at least 24 months. An
amount equal fo ten percent of the total compensation payments, plus interest, is set aside to provide a retirement
annuity at sixty-five years of age.

(b) Financial instruments
Recognition and measurement
The board has made the following classifications of the Fund’s financial instruments:

Investments

Pursuant to CICA Handbook Section 3855, Financial Instruments — Recognition and Measurement, the board has elected
to designate all investments as held for trading. Consegquently, investments are recorded at fair value. The fair value of
publicly traded investments is the quoted market prices. Pooled fund units are valued at their year-end net asset value,
as determined by the fund manager. Purchases and sales of investments are recognized on the trade date. Short-term
investments held by the investment managers for investment purposes are included in Investments.

Realized gains and losses, arising on the sale of investments, are recognized in investment income in the period earned
net of previously recognized unrealized gains and losses. Unrealized gains and losses, arising from fluctuations in fair
value, are recognized in investment income in the period in which they arise. Investment income arising from dividends
and interest is recognized in the period earned. Investment income is presented net of investment management fees
and transaction costs.

Investments denominated in foreign currencies are translated into Canadian dollars at exchange rates prevailing at the
end of the year. Income from investments is translated at the rate in effect at the time it is eamed. Exchange gains and
losses resulting from the translation of foreign currency balances and transactions are recognized in investment income
in the periad in which they arise.

The board does not enter into any financial derivative instruments as part of managing its investment portfolio.
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Compensation Fund, Notes to the Financial Statements, Decernber 31, 2009

Other financial assets and liabilities

Accounts receivable and assessments receivable are classified as loans and receivables. Bank overdraft, accounts
payable and accrued liabilities, and assessments refundable are classified as other financial liabilities. All are initially
measured at fair value, and subsequently measured at amortized cost using the effective interest rate method. Due to
the short-term nature of accounts receivable, assessments receivable, bank overdraft, accounts payable and accrued
liabilities, and assessments refundable, their carrying values approximate their fair values.

(c) Assessments

Assessment revenue is calculated monthly on actual or estimated payrolls as reported by the employer, or on provisional
assessments as determined by the board. Separate rates of assessment are established for each industry classification.
At year end, assessments receivable and payable are adjusted based on the difference between estimated and actual
payrolls. An allowance for doubtful accounts is provided for assessments receivable based on management's best
estimate.

The board administers the Government of Yukon employees’ compensation claims related to injuries prior to January
1, 1993 when the Government was a seif-insured employer. The Fund receives reimbursement for the claim costs and
related administrative expenses of those employees (note 15). These amounts are recorded in Recoveries and other
receipts in the year in which the related expenses are incurred.

(d) Recoveries from third parties

Under section 51 of the Workers’ Compensation Act, the board is deemed to be an assignee of a cause of action in respect
of a claimant’s injury. If settled, or as a result of a Court decision, the legal costs and costs associated with the claim are
deducted. Any funds remaining will be paid to the claimant. This is over and above any future benefits entittement. The
remaining amount is used to offset future claims benefits, which were previously expensed in accordance with actuarial
calculations, and which were previously incorporated in the benefits liability.

Revenue received from third party recoveries is recorded in the year the settlement occurs. No provision is made in the
benefits liability for possible future third party recoveries because of their contingent nature.

(e) Property and equipment

Property and equipment are recorded at cost less accumulated amortization. Amortization is caiculated based on the
straight-line method, using rates based on the estimated useful lives of the assets as follows:

Buildings 40 years
Furniture and equipment 5 years
Computer equipment 5 years

Management evaluates the carrying values of property and equipment for indicators of potentiai impairment whenever
changes in circumstances occur. On evaluation of the factors of potential impairment, if an impairment has been
determined by management, the asset is written down to its fair value.

(f) Intangible assets

Intangible assets are recorded at cost less accumulated amortization. Salaries, wages and benefits directly related to
internally developed software systems are included in the asset's cost. When the asset is substantially complete and
ready for use, development costs capitalization will cease and the costs will be transferred to the related asset category
and amortized. Amortization is calculated based on the straight-line method, using rates based on the estimated useful
lives of the assets as follows:

Systems and software 5to 12 years
Management evaluates the carrying values of intangible assets for indicators of potential impairment whenever changes

in circumstances occur. On evaluation of the factors of potential impairment, if an impairment has been determined by
management, the asset is written down to its fair value.

‘ 287



Compensation Fund, Notes to the Financial Statements, December 31, 2009

(g) Employee future benefits

Pension benefits

All eligible employees participate in the Public Service Pension Plan administered by the Government of Canada. The
Fund's contribution to the Plan reflects the full cost of the employer contributions. This amount is currently based on a
multiple of the employees’ required contributions, and may change from time to time depending on the experience of
the Plan. These contributions represent the total pension obligations of the Fund and are expensed during the year in
which the services are rendered. The Fund is not currently required to make contributions with respect to any actuarial
deficiencies of the Public Service Pension Plan.

Other benefits

Under conditions of employment, employees may qualify and earn employment benefits for vacation, sick leave, long
service leave, and severance benefits. The benefit obligation is determined on an actuarial basis. The liability for accrued
employee benefits is based on the December 31, 2009 actuarial valuation as calculated by the board's actuary. The
obligation for vacation leave, sick leave, severance and other benefits are calculated using the projected benefit method
prorated on service.

(h) Government funding

In 2005, the Government of Yukon approved the reinstatement of ongoing funding for the Mine Safety Program through
an annual grant to the board. The Program, which was transferred to the board in 1993, provides mine rescue training
and support services as well as mine safety inspection services. The funding is to be reviewed by the Government, at
a minimum, every five years. The revenue is accounted for in Recoveries and other receipts in the period in which the
related expenses are incurred (note 15).

5. Risk Management

The Fund has exposure to the following financial risks: credit risk, liquidity risk, and market risk (which also includes
inflation risk, interest rate risk and currency risk). The Fund's exposure to these risks arises primarily in relation to its
investment portfolio, but also in relation to its other financial assets and financial liabilities.

The Fund's management is responsible for monitoring performance, recommending changes to the Investment Policy,
and selecting fund managers. The Board of Directors is ultimately responsible for governance and strategic direction of
the investment portfolio through its review and approval of the Investment Policy. The portfolio managers’ compliance with
this Investment Policy is monitored on a regular basis. Quarterly, the board retains independent consultants to benchmark
the performance of its fund managers and to advise on the appropriateness and effectiveness of its Investment Policy
and practices.

The following sections present information about the Fund’s exposure to each of the above risks and the board’s objectives,
policies and processes for measuring and managing each risk:

Credit risk

Credit risk on financial instruments arises from the possibility that the issuer of a fixed-term instrument fails to meet its
obligations. To manage this risk, the board has determined that short-term investments must have a credit rating of at least
R1L, and long-term investments require a rating of BBB or higher by the Dominion Bond Rating Service or the equivalent
rating by Moody'’s, in order to be eligible for consideration as an investment. Diversification of credit risk is managed by
limiting the exposure in a single private institution to 15% of the portfolio. The board has stayed within these guidelines
during the year.

Fixed Income Portfolio Credit Ratings

2009 2008

Ratings: AAA AA A BBB ($000's) ($000's)

Fixed Income Securities $ 29844 $ 12653 $ 20443 $ 2628 $ 65568 S 60,445
Totals $ 20844 § 12653 $ 20443 $ 2628 $ 65568 $ 60,445
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Compensation Fund, Notes to the Finarcial Statements, December 31, 2008

The Fund’s expaosure to credit risk associated with its accounts receivable and assessments receivable is the risk that an
employer or a cost recovery customer (customer) will be unable to pay amounts due to the Fund. Allowances for doubtful
accounts are provided for potential losses that have been incurred at the balance sheet date. The amounts disclosed
on the balance sheet are net of these allowances for bad debts. Accounts receivable and assessments receivable are
considered for impairment on a case-by-case basis when they are past due or when objective evidence is received that
a customer may default. The board takes into consideration the customer’s payment history, their credit worthiness and
the current economic environment in which the customer operates to assess impairment. The board recognizes a specific
bad debt provision when management considers that the expected recovery is less than the actual amount receivable.
All bad debts are charged to administration expenses.

The board believes that the credit risk of accounts receivable and assessments receivable is mitigated by the following:
i. The employer base is dispersed across various industries, with government comprising a significant concentration.
The non-government based employers may be affected by any downturns due to prevailing economic conditions.
ii. As at December 31, 2009, approximately 98% (2008 — 97%) of accounts receivable and assessments receivable
are outstanding for less than 90 days. The board does not require collateral or other security from employers or
customers for accounts receivable or assessments receivable.
iii. The board has the power and remedies to enforce payment owing to the Fund.

All of the Fund’s accounts receivable and assessments receivable are reviewed for indicators of impairment. A provision for
doubtful accounts receivable and assessments receivable of $55,000 (2008 - $89,000) is included in accounts receivable
on the balance sheet.

Credit risk arising from securities - lending activities

To generate additional income, the board's fund manager may lend any of its investments to eligible third parties for short
periods. These loans are secured against loss with cash or readily marketable securities having a minimum fair value of
100% of the loan. Included in the fund manager's pooled fund investments at year end, the board’s share of outstanding
securities on loan amounted to nil (2008 — nil). The amount of collateral held for the securities at year end was nil (2008
- nil). For the year, securities-lending transactions within the board’s fund manager’s pooled investment funds generated
incremental income of nil (2008 — $15,000).

Liquidity risk

Liquidity risk is the risk that the Fund is not able to meet its financial obligations as they become due or can do so only
at excessive cost. The board's operations are financed through a combination of the cash flows from operations and
investments. One of management’s primary goals is to maintain an optimal level of liquidity through the active management
of the assets and liabilities as well as the cash flows. The board has access to the Government of Yukon overall line of
credit facility with the Government's banker. This access provides the board with overdraft coverage when needed. The
Fund's accounts payable and accrued liabilities had a carrying value of $4,153,000 as at December 31, 2009 (2008 -
$3,188,000) and are all due within 60 days.

Market risk

The Fund is exposed to market risk, which is the risk that the fair value or future cash flows of its investments will fluctuate
in the future because of economic conditions. Market risk is managed through diversification between different asset
classes and geographic diversification and by limiting the concentration in any single entity to 15% or less of the fair value
of the investment fund.

The table below presents the Fund’s investment targets and actual asset mix at fair value as at December 31, 2009:

Target Actual
Minimum Maximum 2009 2008
Equities
Canadian 0% 25% 15.90% 15.00%
United States 0% 25% 17.10% 14.00%
International 0% 25% 17.40% 17.60%
Fixed Income
Short-term Investments 0% 10% 0.60% 2.60%
Bonds 35% 85% 149.00% ~ 50.80%
100.00% ~100.00%
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Compensation Fund, Notes to the Financial Statements, December 31, 2009

The table below presents the effect of a material adverse changein the fair value of each of the categories of equities in
the Fund's investments portfolio:

2009 2008
($000’s) o (000s)

Percentage decrease in fair value 10% 20%  10% 20%
Equities

Canadian $ (2141) $ (4282) § (1,775) $ (3,550)

United States (2,305) (4,610) (1,691) (3,382)

international (2,348)  (4696)  (2,112) (4,224)
Total decrease in fair value

of equity investments $§ (6794) $ (135 (5,578) $(11,156)

Inflation risk

Inflation risk is the risk that a general increase in price level may result in loss of future purchasing power of current
monetary assets. The board manages inflation risk through its investment allocation between equities and fixed income
investments.

Interest rate risk

Interest rate risk is the risk that the value of a financial security will fluctuate due to changes in market interest rates.
The Fund's investment portfolio is exposed to interest rate risk through its holdings of short and long-term fixed income
investments. Interest rate risk is minimized by actively managing the duration of the fixed income investments.

The table below presents the effects of a 50 and 100 bps’ adverse change in the nominal interest rate on the fair value
of the bond portfolio:

2009 2008
. i ($000’s) ($000’s)
Por?glr\r/\?ngrig?earre]gte rlante +50bp +100bp +50bp +100b’?_.
Bonds $ (1819) $ (3,638) $ (1.810) §  (3,620)
Total decrease in fair value of fixed $ (1819) $ (3,638) §$ (1,810) $ (3.620)

income investments .

{1) One basis point (bp) equals1/100 of 1%; 50 bp's = 50/100 of 1% or 0.5%.

The table below presents the remaining terms to maturity at fair value, along with the average effective yields for each
maturity, for fixed income investments exposed to inflation and interest rate risk as at December 31, 2009:

o . 2009 2008
Remaining term to maturity (8000’s) (5000's)
_1-5years 5-10years > 10years Total Total
Bonds $ 3308 $ 18315 $ 14169 $ 65568 § 60445
Average effective yield 2.37% 4.33% 5.04% 3.49% 4.15%

Currency risk
Currency risk is the risk that the value of financial assets and financial liabilities denominated in foreign currencies will
fluctuate due to changes in their respective exchange rates relative to the Canadian dollar,

Within its pooled investments, the Fund is exposed to exchange rate volatility that is managed by the contracted fund
manager. The board does not undertake long-term hedging strategies for the currency risk of foreign investments. The
fair value of the Fund’s US dollar investments as at December 31, 2009 was $35,400,000 (2008 - $27,781,000). The
Fund did not hold any investments in other foreign currencies at December 31, 2009 (2008 — nil).
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Compensation Fund, Notes to the Financial Statements, December 31, 2009

The table below presents the effects of a change in the Canadian/US dollar exchange rates for ali equities held in US
dollars:

2009 2008
(8000's) ($000's)

Appreciation in the Canadian Dollar relative to the U.S. Dollar o M0% +10%
Decrease in fair value of US Dollar based Equites $ (3,218) $ (2,526)

Derivative financial instruments
The Fund did not have any derivative financial instruments during the year or at year end (2008 — nil).

Accounts Receivable

2009 2008

($000s) ($000s)
Receivable
Assessments $ 2,509 $ 2,040
Government of Yukon (note 15) 69 204
Other receivables 23 . 110
82191 8 2354
Investments

The Board of Directors has established an Investment Palicy for the management of the investment process, utilizing
external investment partfolio managers. The portfolio managers’ compliance with this Investment Palicy is monitored on
a regular basis.

2009 2008
($000s) ($000s)
~ FairValue Fair Value

Fixed-term securities -
Federal bonds $ 24,755 $ 13,683

Provincial bonds 3,178 4,290

Corporate bonds 37,635 42,472
... 65568 60445

Equities

Canadian 21,409 17,750

United States 23,051 16,914

International 23482 21122
67942 55786

Other Investments o

Cash on account 108 103

Short-term investments 978 3,136
Accrued interest receivable - m 500
1,397 3,738

Investments, sub-total 134,907 119,970
Management fee accrual ' (84) - (93)

§ 134823 § 119877

291



Compensation Fund, Notes to the Financial Statements, December 31, 2009

As at December 31, 2009, the Fund held the following financial instruments measured at fair value:

Quoted prices Significant Significant
in active other other
markets for observable unobservable
identical inputs inputs
assets
(Level 1) {Level 2) (Level 3) Total
Cash and Cash Equivalents $ 1,313 $ - $ - $ 1,313
Bonds 26,451 39,117 - 65,568
Equities 32,939 - - 32,939
Pooled Funds SR 35,003 - ....35,003
Total Investments ~$ 60,703 $ 74120 % - $ 134,823
8. Property and Equipment
2009 2008
($000s) ... ... ... (8000s)
Accumulated Net Book Net Book
_ Cost . Amortization —  Value = Value
Land $ 390 $ - $ 390 $ 390
Buildings 3,757 (1.488) 2,269 2,351
Furniture and equipment 626 (632) 94 73
Computer systems and 469 (337) 132 138
equipment R e v
$ 5242 % (2357) % 2885  § 2952
9. Intangible Assets
2009 2008
. (%000s) . (8000s)
Accumulated Net Book Net Book
Cost Amortization Value Value
Software and systems $ 6,335 $ (2418) $ 3,917 $ 3,899
Systems under development @ 417 S 4 L AN L
L8, 8752 8 (2418 8 433 8 4036

(1) As of December 31, 2009, costs of $417,000 (2008 - $137,000) for the Occupational Heaith and Safety system were

capitalized and will not be amortized until 2010 when the system is substantiaily complete and in use.

292



Compensation Fund, Notes to the Financial Statements, December 31, 2009

10. Banlg /Overdraft

The board has access to the Government of Yukon's overail line of credit facility with its banker. This access provides
the board with overdraft coverage when needed. In 2009, the Fund paid $16,598 of interest on the overdraft (2008 — nil).

1. Acc_opnts Payable and Accrued Klu.iaxbﬁilities

2009 2008
(8000s) ($000s)

Payable
Assessments $ 1,151 $ 431
Government of Yukon (note 15) 2,373 2,191
Other payables and accrued liabilities 629 566

'$ 4153 § 3,188

12 Benefits Liability

2009 2008
{$000s) ($000s)
Medical Aid &
Compensation Pension Annuity Total Total
Balance, beginningofyear § 85881 § 22217 § 6611 § 114709 § 112488
Add claims costs incurred:
Current year injuries 11,659 571 - 12,230 14,380
Prior years' injuries (3,146) 1107 (105  (2144) 34121
N 8,513 1,678 (105) 10,086 17,501
Less claims payments made:
Current year injuriés 2,783 - - 2,783 3,008
Prior years’ injuries 8310 1,882 (171) 10,021 12,272
11,093 1882  (171) 12,804 15,280

Balance, end of year 5 B3301 522013 5 6677 § 111,991  § 114,70

The key actuarial assumptions used to value the benefits liability as at December 31 are as follows:

2009 2008
Discount rate for medical aid benefits - net ¥ 1.50% 1.50%
Discount rate for compensation benefits - net 4.00% 4.00%
Discount rate for survivor and other pension benefits - net ? 4.00% 4.00%

(1} Netof a discount rate attributable to inflaton of 5,.5%

(2} Netofa discount rate attributabie to nfiation of 3.0%
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The benefits liability was determined using accepted actuarial practice in accordance with standards established by the
Canadian Institute of Actuaries. The actuarial present value of future benefits reflects management’s and the actuary’s
best estimates of long term economic and actuarial assumptions. As these assumptions may change over time to reflect
underlying economic or legislated conditions, it is possible that such changes could cause a material change to the
actuarial present value of future benefit payments.

Significant changes in the benefits liability due to actuarial assumptions included the following:

Increase (decrease) in
benefits liability

2009 2008

_(8000s) ($000s)
Adjustments to mortality factors $ - $ 1,242
Other changes in actuarial assumptions (1,871) (570)
Favourable claims experience during year (3,500 (3,544)

$  (5371) $  (2.872)

The most significant assumption in the determination of the benefits liability is the net discount rate. The net discount rate
is the assumed rate of return in excess of the assumed inflation rate. A reduction in the net discount rate would increase
the actuarial present value of the benefits liability.

Medical benefits represent approximately 19% of the benefits liability. An increase in the assumed excess medical inflation
rate (above the assumed inflation rate) would result in an increase in the benefits liability for medical benefits.

2009 2008

($000s) (3000s)

Percentage change in assumed rates o H% 1% +1% -1%
Increase (decrease) in benefits liability from

change in net discount rate $ (7644)% 8768 $ (7,787) % 9,040
Increase (decrease) in benefits liability from

change in excess medical inflation rate 1,660 (1,435) 1,843 (1,556)

As a result of work performed by the Investigations Unit during the year ended December 31, 2009, the board closed eight
claims files. For each of these cases, the board determined the dates (range is from 1988-2007) from when payments
should not have been made as the workers were no longer eligible for claims payments. The board has also determined
it is not cost effective to collect some of these funds and therefore has decided to write off $1.6 million of the amount paid
to the workers in these cases. The present value for the future savings on these claims is estimated to be $4 million and
is reflected in the benefits liability. As at December 31, 2009, management has identified a total of twenty claims of which
ten are currently under review by the Investigations Unit. The outcome of the investigations is not determinable at this
time and therefore, the potential future effect of these claims is not reflected in the benefits liability.

294



Compensation Fund, Notes to the Financial Statements, December 31, 2009

13. Employee Future Benefits

(a) Accrued employee benefits

The liability accrual for employee non-pension benefits, including vacation, sick leave, long service leave, and severance
at December 31 was as follows:

2009 2008
._(8000s) __ (8000s)
Accrued employee benefits, beginning of the year $ 857 $ 968
Payments made during the year (72) (48)
Costs for the year 155 107
Actuarial loss (gain) from changes in actuarial assumptions 1582 (170
Accrued employee benefits, end of the year $ 1,092 3 | 857

The key assumptions used to calculate the accrued employee benefits are a liability discount rate of 6.0% (2008 — 7.5%)
and an annual rate of general escalation in wages of 3% (2008 — 3%).

(b) Public Service Pension Plan

Contributions made to the Public Service Pension Plan by the Fund and the employees for the year were as follows:

2009 2008
0s). ......(5000s)

Employees’ contributions $ 331 $ 315
Fund contributions - 632 7 633
Total contributions $ 963 $ 948

14. Capital Management and Reserves

The Workers’' Compensation Act establishes that one of the purposes of the Act is to maintain a solvent Compensation
Fund managed in the interest of workers and employers. To ensure that the Fund is able to meet its financial obligations,
premiums charged to employers over time must be sufficient to cover current and future costs of all claims incurred by
injured workers. These assessment revenues combined with investment returns from the Fund’s assets are designed to
provide the foundation for the Fund to meet all current and future obligations for injured workers.

The Board of Directors considers that capital includes all assets and liabilities. There have been no changes in the
objectives and definition of capital from the previous period. The Fund does not have any external capital requirements.
The reserves are established to protect the fully funded position of the Fund and to stabilize the effect of fluctuations in
the employer assessment rates and investment returns. The Fund is considered fully funded when there are sufficient
funds for the payment of all present and future compensation, including the cost of administration. At the end of the
fiscal year, once the benefits liability is determined, the remaining difference between the Fund's assets and liabilities is
allocated to reserves.

The Board of Directors uses the Funding Ratio (Assets/Liabilities) to manage capital. At December 31, 2009, the Funding
Ratio is 123% (2008 — 105%).

In 2008, the Board of Directors amended the Fund’'s Funding Policy established in 2005, which provides for the
establishment of a temporary fund (Prevention Fund) and two new reserves (Adverse Events Reserve and Stabilization
Reserve).
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Under the current Funding Policy, the Prevention Fund and two reserves are established as follows:
Prevention Fund:

The Prevention Fund serves to provide funding for the start up costs of pre-selected accident prevention and workplace
safety initiatives. It was initially established in 2005, with $5,000,000 and will not be replenished once depleted. In 2009,
a total of $429,000 (2008 — $675,000) was incurred on accident prevention and workplace safety initiatives.

The Board of Directors decided to wind down the Prevention Fund in 2009. The balance of uncommitted funds ($1,894,000)
was transferred to the Adverse Events Fund. The remaining balance in the Prevention Fund will be used to cover future
commitments from current funding agreements that were in place prior to this decision. At December 31, 20089, the
Prevention Fund has a balance of $800,000 (2008 - $3,123,000).

Reserves:
(i) Adverse Events Reserve

The Adverse Events Reserve is to provide funding for infrequent, unexpected adverse claims experience and catastrophic
events to protect employers from the sudden impact of the costs of these types of events. The target level for this reserve
is $18,883,000 (2008 - $18,881,000), which has been set at 100 times the maximum wage rate plus 10 percent of the
benefits liability and is calculated annually upon completion of the actuarial valuation of the benefits liability. Costs related
to catastrophic and adverse events and latent occupational diseases are charged to this reserve, resulting in a charge
of nil for 2009 (2008 — nil). This reserve is limited to its target level. Funds in excess of the target level are transferred
to the Stabilization Reserve, with nil funds transferred in 2009 (2008 — nil). At December 31, 2009, the Adverse Events
Reserve has a balance of $18,274,000 (2008 - $16,380,000).

In 2009, a transfer was made to the Adverse Events reserve of $1,894,000 from the Prevention Fund.

Transfers cannot be made from this reserve to any other temporary fund or reserve if the transfer will reduce this reserve
below its target level.

Afunding deficiency exists when the reserve is below its target level. There was a funding deficiency of $609,000 as at
December 31, 2009 (2008 — $2,501,000). In the event of a charge against this reserve and when a funding deficiency
exists, the following steps will be taken to replenish the reserve to its target level:

- Any recovery of the costs charged to this reserve will be added to this reserve, up to the target level.

- Any surplus in the Stabilization Reserve will be transferred to this reserve to replenish it up to the target level, if
possible.

- If the transfer from the Stabilization Reserve is not sufficient to replenish this reserve to the target level, the reserve
will be replenished by a special assessment premium surcharge based on an established schedule as outlined in
the Funding Policy.

- Insubsequent years, if a recovery or a surplus in the Stabilization Reserve becomes sufficient to replenish the reserve,
any special assessment premium surcharge will be cancelled.

In 2009, a premium surcharge was included in the assessment rates as required by the Funding Policy.
(i) Stabilization Reserve

The Stabilization Reserve is to protect the fully funded position of the Fund and to stabilize the effect of fluctuations on
employer assessment rates. The target level for this reserve is equal to 10 percent of the benefits liability, which was
$11,199,000 as at December 31, 2009 (2008 — $11,471,000). The operating range for this reserve is determined as the
target level balance plus or minus 3.5 percent of the benefits liability. The annual operating surplus, net of any amounts
charged to the temporary fund and the Adverse Events Reserve, is transferred to this reserve. This resulted in an increase
to this reserve in 2009 of $20,708,000 (2008 - decrease of $17,590,000). At December 31, 2009, the Stabilization Reserve
has a balance of $7,529,000 (2008 - deficit balance of $13,179,000).

This reserve is considered to have a surplus when its balance exceeds the top of the operating range. Any surplus
{determined as the difference between the reserve balance and its target level) is transferred to the Adverse Evenis
Reserve, up to the target level if the latter reserve is below target. If the Adverse Events Reserve is at its target level and
the balance of the Stabilization Reserve exceeds the upper threshold of the operating range, any remaining surplus will be
applied as an employer assessment premium rebate based on an established schedule as outlined in the Funding Palicy.
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Afunding deficiency exists when the reserve balance is below its target level. There was a funding deficiency of $3,670,000
as at December 31, 2009 (2008 — $24,650,000). The amount of the deficiency is determined as the difference between the
reserve balance and its target level. in the event that this reserve falls below the lower threshold of the operating range,
which was $7,279,000 as at December 31, 2009 (2008 — $7,456,000), the following steps will be taken:

- Any amounts in excess of the target level in the Adverse Events Reserve will be transferred to the Stabilization
Reserve, up to the target level, if possible.

- Any remaining deficiency will be replenished up to the target level by a special assessment premium surcharge based
on an established schedule as outlined in the Funding Policy.

In 2009, a premium surcharge was included in the assessment rates as required by the Funding Policy.

Related Party Trans_actions

As a statutory Corporation of the Government of Yukon (the Government), the board is related to all Government
departments, agencies and Government corporations. The board enters into transactions with these entities in the
normal course of business and the transactions are recorded at the exchange amount, which approximates fair value.
All mainframe computer software is owned by the Government. The board has access to the Government’s overall line
of credit facility with its banker. This access provides the board with overdraft coverage when needed. At December 31,
2009, the Fund was required to pay interest of $16,598 on the overdraft (2008 - nil).

During 2009, the Compensation Fund paid the Government $749,000 (2008 — $858,000) for building maintenance,
computer, office supplies, payroll processing, recruitment, vehicle and rehabilitation services. The Fund also reimbursed
the Government for payroll costs of $6,825,000 (2008 — $6,870,000).

The Government pays certain claims costs to the Compensation Fund for claims prior to 1993 (note 4(d)) and also
reimburses the cost of supplementary benefits pursuant to the Yukon Workers’ Compensation Supplementary Benefits
Ordinance. Supplementary compensation benefits are granted, pursuant to the Yukon Workers’ Compensation
Supplementary Benefits Ordinance, to all persons receiving compensation on or after October 1, 1973 for accidents prior
to that date. Compensation is increased to the amount that would have been granted had the accident occurred after the
Act came into force. The cost of these benefits is recovered from the Yukon Consolidated Revenue Fund.

Effective January 1, 1993, all Government employees were covered by the Fund. Revenues and recoveries from the
Government of Yukon for the year ended December 31 are as follows:

2009 2008

~ (%000s) ~ ($000s)

Assessments $ 5,923 '$ 5,640

Pre-93 claims costs 43

Supplementary compensation benefits 397
Recoveries and other receipts 343
Total revenues and recoveries from the Government of Yukon % 6,423

As at December 31, balances due to and from related parties are as follows:

2009 2008

($000s) ($000s)

Due to the Government of Yukon (note 11) $ (2,373)” $ (2,191)
Due from the Government of Yukon - Recoveries (note 6) 69 204
Due from the Government of Yukon - Assessments . 504 S
Net amount due to the Government of Yukon' $ (1,800 $ (1,987)

Transactions with other related parties are in the normal course of business and are not material.
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16. Commitments

The board has commitments for computer software development and maintenance fees, professional services contracts,
contribution agreements, Prevention Fund agreements and office leases for the next five years, in thousands of dollars,

as follows:
Computer Pr;:i:isizts'lal Contribution Pre:::;ion Office Total
software Contracts Agreements Agroements Leases
2010 $ 30 § 506 $§ 276 $ 375 $ 10  $1197
2011 27 182 - 94 - 303
2012 - - - - 72
2013 - - - - 5
2014 - - - - 2
17. Investment Revenue
2009 2008
(8000s) ..($000s)
Interest and dividends
Bonds and short-term investments $ 3,086 $ 3,116
Equities L Arss 2197
4,841 5313
Gains (losses) - net
Realized losses in the year (566) (21)
Increase (decrease) in fair value in the year 12,128 (19,652)
16,403 (14,360)
Investment management fees , (499) . (446)
$ 15904 06)
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18. Administration Expenses

2009 2008
.. (8000s) ($000s)

Salaries and benefits $ 7,073 $ 6,556
Consulting and professional 1,037 803
Amortization - intangible assets 460 508
Buildings 2092 285
Automobile and travel 265 224
General administration 21 286
Amortization - property and equipment 206 215
Computer systems 202 192
Communications 181 212
Board expenses 144 158
Staffing and recruitment 117 98
Printing and publications 60 85
Supplies and stationery 49 58
Furniture and equipment 3 31

19. Prevention Expenses

20.

2009 2008

($000s) ($000s)

Contribution Agreements - funded through the Prevention Fund $ 429 3 675

Contribution Agreements - funded through Operations 7 486 280
$ 915 $§ 955

Contingencies

21.

The Fund is required to pay for future costs of claims relating to certain latent occupational diseases which may have
occurred in the current year or previously, but which may not be recognized and reported for a number of years due to
the extended latency period of such diseases. Because of the absence of reliable evidence and data pertaining to these
matters, these liabilities cannot be reasonably estimated and are not included in the benefits liability or the financial
statements.

Due to the nature of the board's operations, various legal matters are pending. In the opinion of management, these
matters will not have a material effect on the Fund’s financiai position or results of operations.

Comparative Figures

Certain comparative figures have been reclassified to conform to the current year's presentation.
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