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The new Grow Good Health strategic 
plan is customer centric, digital 
first, and data led, and allows us to 
maximize value to our members,  
plan sponsors, and intermediaries.   
Brendan Dick
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Message from the Chair
While COVID-19 is still with us, high vaccination rates, prudent management by our public 
health and government officials, and the dedicated service of many workers across our great 
province—many of whom are members of Pacific Blue Cross—have helped us weather this 
arduous storm. After two long years, we are finally seeing things return to a more normal way 
of living.

The pandemic impacted everything: how business operates, how we work and play, how 
we manage our daily lives, and what we hold dear to our hearts. For Pacific Blue Cross, these 

uncertainties, along with uneven recoveries in leisure travel and the economy overall, meant 2021 became a bridge 
year, during which the board and leadership focused on shepherding a new corporate strategy through to approval. 

The 2022 – 2024 Grow Good Health strategic plan leverages our strong brand, our trusted relationships in the BC 
health care system, and our vast amount of data to deliver profoundly BC service experiences while establishing 
ourselves as a true health and wellbeing partner to our clients, partners, and employees. We have some exciting 
opportunities ahead of us as we strengthen our roots, grow to new heights, and branch out from our core offerings 
in the coming years.

In 2021, the BC Life and Casualty Insurance Company (BC Life) 
was fully dissolved after 40 years in operation. On behalf of the 
Pacific Blue Cross board of directors, I’d like to formally thank all 
past and present BC Life directors for their service, stewardship, 
and staunch commitment to the organization. I would especially 
like to express my gratitude to Kyle Mitchell, who served on the 
BC Life board for 37 years and chaired it for the past 24 years.

Lastly, we successfully executed our first ever Absentee Voting for 
the election of directors during last year’s virtual Annual General 
Meeting (AGM), which will ultimately help us increase member  
engagement in this process going forward.

It’s an honour and a privilege to work alongside the talented and passionate individuals that make up the board, the 
management team, and the staff of Pacific Blue Cross. Their commitment to the organization and to our members, 
plan sponsors, and advisors, is unparalleled. 
 
 

  
 

Brendan Dick 
Chair,  
Pacific Blue Cross Board of Directors



Our personal insurance portfolio 
experienced the best sales growth we’ve 
seen in almost a quarter century in 2021, 
driving an all-time high in individual and 
Micro Business membership.  
John Crawford
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Message from the President and CEO
I am delighted to report that, despite operating in the second year of a global pandemic, 
Pacific Blue Cross achieved remarkable results in 2021.

Consolidated revenue increased by 24% year-over-year (and exceeded our budget by 7.4%) 
thanks to higher than expected Insured Revenue and strong performance in our Administrative 
Services Only (ASO) book of business. Processed claims increased by 18% to 28.2 million and 
paid claims by 15% to $1.5 billion, significant bounce backs from the previous year. And we 

generated almost $61 million in sales of individual health insurance products, driven in large part by our newly 
redesigned Guaranteed Acceptance plan, which, when introduced in April, offered some of the highest coverage for 
vision care, paramedicals, mental health, and drug limits in the marketplace. 

Our partnership with the First Nations Health Authority 
(FNHA) continued to evolve in 2021. Using custom-
built functionality in our PROVIDERnet system, we have 
automated the administration of their specialized mental 
health programs, which is helping them to improve their 
mental health service delivery. Within six weeks post-
launch, almost 90% of all pre-determinations and claims 
transactions shifted from manual to electronic processes, 
and turnaround times for approvals and claims payments 
were slashed. Most importantly, these new processes 
enabled FNHA to increase the number of mental health 
providers that are registered to provide service to their clients from 1,100 to 1,460—ensuring that their clients can get 
the mental health support they need, when they need it.

But revenue is only one part of the picture. As active stewards of the benefit plans under our administration, we 
constantly look for ways to contain costs on behalf of our plan sponsors and members while enabling positive health 
outcomes. Our drug management practices, which are considered in the industry to be best-in-class, saved or avoided 
a conservatively estimated $51 million in drug costs in 2021 alone. And our early alignment with BC PharmaCare’s 
Biosimilars Initiative has paid off handsomely; 99% of our plan sponsors have embraced it, and it has saved or avoided 
$62 million in drug costs since 2019.

Preventing benefits fraud and insurance abuse is another strategy we employ to contain costs. In the past five years 
we have built a technology-savvy fraud management program that uses artificial intelligence to seek out possible 
fraud and insurance abuse scenarios in our claims data. Our efforts to stop fraud before it has even occurred increased 
in the past year. Based on this work, we began tracking dollars prevented from fraud loss in 2021—an estimated $3 
million across all our plans. 

Pacific Blue Cross was named one of Canada’s Greenest Employers in 2021, which recognizes employers that lead 
the nation in creating a culture of environmental awareness in their organizations. We made a commitment in 2012 
to reduce the environmental impact of our operations and we’ve had great success in carbon and waste reduction 
since then. According to Climate Smart, at the end of the 2020 calendar year we had reduced our carbon emissions 
by 55% compared to our 2012 baseline. And, because the vast majority of claims are now submitted digitally, we have 
decreased our paper consumption by 65% in the same time period. Much of this work is steered by our internal Green 
Team, and I am immensely proud of the achievement.
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All of these results could not have been accomplished without a dedicated workforce: those who continued to work 
remotely thanks to the protection offered by strong systems support, as well as our in-office stalwarts who ensured 
that we could meet our client commitments on a daily basis. I also wish to acknowledge the work done by our 
executive team to keep moving the organization forward for the current and future benefit of our members.

On behalf of our entire team, I’d like to take this opportunity to acknowledge and extend a sincere thank you to all 
the board members who have served on the BC Life and Casualty Company over the past 40 years. Pacific Blue Cross, 
our members, and our plan sponsors are indebted to you for your dedication, your steady hand, your passion for the 
business, and your incredible commitment.

In 2021 we intended to transition to our new corporate Grow Good Health strategy. However, the lack of any sense 
of business normalcy due to COVID-19 caused us to rethink this shift. Instead, we designated it a “bridge year” and 
focused on key investments that would set a strong foundation to deliver the strategy in 2022 and beyond. Many of 
these projects modernized platforms that will help to improve stakeholder engagement and customer experience 
through strengthened digital channels, leaving management and the board of directors to reassess the strategic plan 
based on the pandemic’s impact on key lines of business.

COVID-19 has been a collective experience. It has required all of us to be tremendously resilient and adaptable, and 
forced us to pay attention to many things we often glossed over—like health equity and mental wellness. In the post-
pandemic period, our shared goal should be to remove obstacles to good health, and partnership is needed more 
than ever to achieve it. 

Pacific Blue Cross will be proud to play whatever role we can to help improve health and wellbeing for British 
Columbians. Because, in the end, we are British Columbians. We are vested in this effort with all of you—our members, 
our plan sponsors, and our intermediaries and partners. Thank you for your support. Better days are definitely ahead.

 
 

   
  
John Crawford 
President and Chief Executive Officer, 
Pacific Blue Cross



5

Responsibility for the Annual Report
The management of PBC Health Benefits Society is responsible for the integrity and fair presentation of the financial 
statements and other information in the Annual Report. The complete financial statements, prepared in accordance 
with International Financial Reporting Standards (IFRS), include amounts based on estimates and judgments. Financial 
information and operating data presented elsewhere in this Annual Report are consistent with that in the complete 
financial statements.

PBC Health Benefits Society maintains systems of internal accounting and administrative controls, which provide 
management with reasonable assurance that assets are safe guarded and reliable financial records are maintained. 

The Appointed Actuary is appointed by the Board of Directors to carry out an annual valuation of the insurance 
liabilities. The Appointed Actuary is responsible for ensuring that the methods for the valuation of insurance liabilities 
are in accordance with accepted actuarial practice, applicable legislation, and associated regulations and directives, 
and is required to provide an opinion on the appropriateness of the insurance liabilities at the balance sheet date to 
meet all policyholder obligations of PBC Health Benefits Society. 

KPMG LLP, an independent auditor, has been appointed to express an opinion as to whether these financial 
statements fairly present the Society’s financial position and operating results in all material respects in accordance 
with International Financial Reporting Standards (IFRS). The Appointed Actuary and independent auditor may 
consider each other’s work in discharging their respective responsibilities.

The Board of Directors have reviewed and approved these financial statements. To assist the Board in meeting its 
responsibility, it has appointed an Audit Committee, comprised entirely of independent Directors. The Committee 
meets periodically with management, the internal auditors and the independent auditors to review internal 
accounting controls, audit results and accounting principles and practices. 
 

 

  
 

Glen Copping, CPA, P.Eng 
Senior Vice President and Chief Financial & Investment Officer



Appointed Actuary’s Report 
February 18, 2021
To the Members of PBC Health Benefits Society:

I have valued the policy liabilities and reinsurance recoverables of PBC Health Benefits Society (operating 
as Pacific Blue Cross) for its consolidated statement of financial position at December 31, 2021 and their 
changes in the statement of income for the year then ended in accordance with the accepted actuarial 
practice in Canada including selection of appropriate assumptions and methods.

In my opinion, the amount of policy liabilities net of reinsurance recoverables makes appropriate 
provision for all policy obligations and the consolidated financial statements fairly present the results of 
the valuation.

Josephine E Marks 
Fellow, Canadian Institute of Actuaries
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KPMG LLP 
PO Box 10426 777 Dunsmuir Street 
Vancouver BC V7Y 1K3 
Canada 
Telephone (604) 691-3000 
Fax (604) 691-3031 

 
 

KPMG LLP, an Ontario limited liability partnership and member firm of the KPMG global organization of independent 
member firms affiliated with KPMG International Limited, a private English company limited by guarantee.  
KPMG Canada provides services to KPMG LLP. 

INDEPENDENT AUDITORS' REPORT 

To the Members of PBC Health Benefits Society 
 

Opinion 
We have audited the consolidated financial statements of PBC Health Benefits Society 
(the “Society”), which comprise: 

• the consolidated statement of financial position as at December 31, 2021 

• the consolidated statement of comprehensive income for the year then ended 

• the consolidated statement of changes in equity for the year then ended  

• the consolidated statement of cash flows for the year then ended 

• and notes to the consolidated financial statements, including a summary of 
significant accounting policies 

(hereinafter referred to as the “consolidated financial statements”). 

In our opinion, the accompanying consolidated financial statements present fairly, in all 
material respects, the consolidated financial position of the Society as at December 31, 
2021, and its consolidated financial performance and its consolidated cash flows for the 
year then ended in accordance with International Financial Reporting Standards 
(“IFRS”). 

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 
“Auditors’ Responsibilities for the Audit of the Consolidated Financial 
Statements” section of our auditors’ report.  

We are independent of the Society in accordance with the ethical requirements that are 
relevant to our audit of the consolidated 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.  
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Responsibilities of Management and Those Charged with 
Governance for the Consolidated Financial Statements 
Management is responsible for the preparation and fair presentation of the consolidated 
financial statements in accordance with IFRS, and for such internal control as 
management determines is necessary to enable the preparation of the consolidated 
financial statements that are free from material misstatement, whether due to fraud or 
error. 

In preparing the consolidated financial statements, management is responsible for 
assessing the Society’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 Society or to cease operations, or has no 
realistic alternative but to do so. 

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

Auditors’ Responsibilities for the Audit of the Consolidated 
Financial Statements 
Our objectives are to obtain reasonable assurance about whether the consolidated 
financial statements as a whole are free from material misstatement, whether due to 
fraud or error, and to issue an auditors’ 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 the consolidated 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 consolidated 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. 

• 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 Society's internal control. 
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• Evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by management. 

• 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 Society's ability to continue as a going concern. If we conclude that a material 
uncertainty exists, we are required to draw attention in our auditors’ report to the 
related disclosures in the consolidated 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 auditors’ report. However, future events or 
conditions may cause the Society to cease to continue as a going concern. 

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

• 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. 

• Obtain sufficient appropriate audit evidence regarding the financial information of the 
entities or business activities within the group to express an opinion on the 
consolidated financial statements. We are responsible for the direction, supervision 
and performance of the group audit. We remain solely responsible for our audit 
opinion. 

 
 
Chartered Professional Accountants 
 
Vancouver, Canada 
March 25, 2022 
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PBC HEALTH BENEFITS SOCIETY 
(Operating as Pacific Blue Cross)

Consolidated Statement of Financial Position 
(Expressed in thousands of dollars)

December 31, 2021, with comparative information for 2020

 Notes 2021 2020

Assets
Cash and cash equivalents  $    63,416 $   158,058

Investments 4 331,840 269,574

Amounts due from reinsurers  226 226

Reinsurers share of insurance liabilities 5 46 1,728

Trade and other receivables 6 72,605 58,595

Other assets 7 13,987 10,563

Property and equipment 8 51,581 55,681

Goodwill and intangible assets 9 31,307 37,625

Investment in associates 10 30,327 28,011

  $   595,335 $   620,061

Liabilities and Equity
Trade and other payables 11 $   263,073 $   304,477

Members’ dues received in advance 12 10,637 7,100

Lease liabilities 13 40,093 40,919

Insurance liabilities 5 13,038 17,118

PBC CUPE 1816 Joint Trust Provision 14 5,337 14,216

Employee benefits 15 10,535 11,863

  342,713 395,693
Equity:
       Reserves 16 10,000 10,000 
       Retained earnings  258,807 232,105 
       Accumulated other comprehensive loss  (16,185) (17,737)

  252,622 224,368
Reporting entity and operations 1 
Commitments 17 
Contingencies 18

  $   595,335 $   620,061 

See accompanying notes to consolidated financial statements.

Approved on behalf of the Board:

Director
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PBC HEALTH BENEFITS SOCIETY 
(Operating as Pacific Blue Cross) 
 

Consolidated Statement of Comprehensive Income 
(Expressed in thousands of dollars) 
 
Year ended December 31, 2021, with comparative information for 2020 
 
   Notes 2021 2020 
 
Billings processed 19 $ 1,627,985 $ 1,296,310 
 
Revenues: 

Premium revenue  $ 323,727 $ 305,268 
Premiums ceded to reinsurers  (2,816) (3,276) 
Net insurance premiums earned  320,911 301,992 
 
Fees from self-insured plans  42,265 33,369 
Fee and other income 20 20,487 25,082 
Investment income 21 20,988 6,472  
Share of profit of investment in 

associates 10 843 1,032 
Total revenues 405,494 367,947 

 
Claims and expenses: 

Insurance claims incurred  242,397 210,477 
General and administrative costs 22, 23 129,839 126,920 
Commissions and premium taxes  18,119 17,517 
PBC CUPE 1816 Joint Trust Provision  14 (8,879) 4,651 
Underwriting loss  804  2,050  
Total claims and expenses 382,280 361,615 

 
Income before income taxes 23,214 6,332 
 
Income tax recovery 24 (3,488) (3,381) 
 
Net income  26,702 9,713 
 
Other comprehensive income (loss): 

Items that may be reclassified subsequently to 
net income: 

Share of OCI of investment in associates, 
net of tax of $302 (2020 - $229) 10 1,034 589 

 
Items that will not be reclassified subsequently 

to net income: 
Pension plan and post-retirement benefits 

actuarial adjustment, net of tax of nil 
(2020 - nil) 15 518 (1,058) 

 
Net income and comprehensive income $ 28,254 $ 9,244  
 
See accompanying notes to consolidated financial statements. 
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PBC HEALTH BENEFITS SOCIETY 
(Operating as Pacific Blue Cross) 
 

Consolidated Statement of Changes in Equity 
(Expressed in thousands of dollars) 
 
Year ended December 31, 2021, with comparative information for 2020 
 
    Accumulated 
    other 
   Retained comprehensive 
  Reserves earnings loss Total 
 
Balance, December 31, 2019 $ 10,000 $ 222,392 $ (17,268) $ 215,124 
 
Net income - 9,713 - 9,713 
 
Other comprehensive loss - - (469) (469) 
 
Balance, December 31, 2020  10,000  232,105  (17,737)  224,368 
 
Net income - 26,702 - 26,702  
 
Other comprehensive income - - 1,552  1,552  
 
Balance, December 31, 2021 $ 10,000 $ 258,807 $ (16,185) $ 252,622 
 
See accompanying notes to consolidated financial statements. 
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PBC HEALTH BENEFITS SOCIETY 
(Operating as Pacific Blue Cross) 
Consolidated Statement of Cash Flows 
(Expressed in thousands of dollars) 
 

Year ended December 31, 2021, with comparative information for 2020 
 

    2021 2020 
 

Cash provided by (used in): 
 

Cash flows from operating activities: 
Net income $ 26,702 $ 9,713 
Adjustments for: 

Amortization of property and equipment 2,176 3,147 
Amortization of right-to-use  2,933  2,208 
Amortization of intangible assets 9,273 8,985 
Realized and unrealized gain on investments (10,974) 2,344 
Employee benefits (810) (178) 
Interest income (472) (346) 
Income tax recovery (1,383) (438) 
Deferred tax asset  (2,105) (2,943) 
Share of profit of investment in associates  (843) (1,032) 

  24,497 21,460  
Changes in non-cash operating working capital: 

Trade and other receivables  (14,009) (12,549) 
Transfer of reinsurers share of insurance liabilities to Blue Cross Life - 104,274 
Reinsurers’ share of insurance liabilities - (1,824) 
Transfer of amounts due from reinsurers to Blue Cross Life - 3,054 
Amounts due from reinsurers  1,682 1,491 
Prepaid expenses  (1,323) (1,101) 
Transfer of trade and other payables to Blue Cross Life - (10,193) 
Trade and other payables (41,413) 99,613 
Transfer of insurance liabilities to Blue Cross Life - (186,037) 
Insurance liabilities (4,080) (4,412) 
Write off of property and equipment 914 - 
Transfer of members’ dues received in advance to Blue Cross Life - (22) 
Members’ dues received in advance 3,537 (6,193) 
Due to PBC CUPE Joint Trust  (8,879) 4,651  

  (39,074) 12,212I 
Interest paid (537) (1,367) 
Interest received 1,009 1,713  
Income taxes recovered 1,395  (61) 
  (37,207) 12,497 

Cash flows from investing activities: 
Transfer of investments to Blue Cross Life - 71,065 
Net sale of investments (51,292) 17,029 
Purchases of property and equipment  (586) (974) 
Purchases of intangible assets  (2,955) (3,566) 
Right to use property and equipment  (1,337) - 
Investment in Blue Cross Life (439) (26,390) 
  (93,816) 69,661 

Cash flows from financing activities: 
Payment of lease liabilities (826)  (1,144) 

 

Increase (decrease) in cash and cash equivalents (94,642) 68,517 
 

Cash and cash equivalents, beginning of year 158,058  89,541 
 

Cash and cash equivalents, end of year $ 63,416 $  158,058 
 

Represented by: 
Cash $ 49,593 $ 122,332 
Cash equivalents 13,823 35,726 
 

  $ 63,416 $ 158,058  
 
See accompanying notes to consolidated financial statements. 
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PBC HEALTH BENEFITS SOCIETY 
(Operating as Pacific Blue Cross) 
 
Notes to Consolidated Financial Statements 
(Tabular amounts expressed in thousands of dollars, unless otherwise indicated) 
 
Year ended December 31, 2021 
 
 

5 

1. Reporting entity and operations: 

PBC Health Benefits Society (the “Society”) (operating as Pacific Blue Cross) is incorporated and 
governed by the British Columbia Society Act (and licensed under the Financial Institutions Act of 
British Columbia) in Canada. The Society is a not-for-profit organization and is engaged in the 
business of providing extended health and dental benefits to its members. The Society is licensed 
in British Columbia, Alberta, and the Yukon Territory. The Society has several wholly-owned 
subsidiaries: Pacblue Life Service Limited (“PLS”) is a company that provides administrative 
services in connection with life and accidental death and dismemberment (“AD&D”) insurance; 
short-term and long-term disability coverages; critical illness coverage and individual life 
insurance; Pacblue Life Holdings Limited (“PLH”) is a holding company for shares held in other 
affiliates; and PBC Business Services Ltd (“PSL”) comprises group benefit plan consultant 
services and administration. 

On November 29, 2021, the Board of Directors of the Society authorized the voluntary dissolution 
of British Columbia Life & Casualty Company (“BC Life”), a wholly-owned subsidiary that provided 
trip cancellation and baggage insurance. Upon its dissolution, the ownership interest of BC Life’s 
wholly-owned subsidiary PLS was acquired by the Society. Thus, PLS is now a direct 
wholly-owned subsidiary of the Society. 

The Society also holds a 14.29% equity interest in Blue Cross Life Insurance Company of 
Canada (“Blue Cross Life”), which provides AD&D insurance, short and long-term disability 
coverage, critical illness coverage and individual life insurance coverage to members of the 
Society. 

The address of the registered office of the Society is 4250 Canada Way, Burnaby, British 
Columbia, Canada.  

On March 11, 2020, the COVID-19 outbreak was declared a pandemic by the World Health 
Organization (“WHO”) prompting many national, regional, and local governments to implement 
preventative or protective measures, such as travel and business restrictions, temporary store 
closures, and wide-sweeping quarantines and stay-at-home orders. As a result, COVID-19 and 
the related restrictive measures have had a significant financial, market and social dislocating 
impact. The situation is dynamic with various cities and countries around the world responding in 
different ways to address the outbreak. Government and central banks have reacted with 
significant monetary and fiscal interventions designed to stabilize economic conditions. The 
Society is closely monitoring its operations, liquidity and capital resources and is actively working 
to minimize the current and future impact of this unprecedented situation. The duration and 
impact of COVID-19 is unknown at this time; as such, it is not reasonably possible to evaluate the 
impact of the pandemic on the Society in future periods. 
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PBC HEALTH BENEFITS SOCIETY 
(Operating as Pacific Blue Cross) 
 
Notes to Consolidated Financial Statements 
(Tabular amounts expressed in thousands of dollars, unless otherwise indicated) 
 
Year ended December 31, 2021 
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2. Basis of presentation: 

(a) Statement of compliance: 

These consolidated financial statements are prepared in accordance with International 
Financial Accounting Standards (“IFRS”) as issued by the International Accounting Standards 
Board (“IASB”).  

The consolidated financial statements were authorized for issue by the Board of Directors on 
February 24, 2022. 

(b) Basis of measurement: 

The Society’s consolidated financial statements have been prepared using the historical cost 
convention, with the exception of investments, which are measured at fair value, insurance 
liabilities, which are measured at the present value of expected net cash flows, and employee 
benefits, which are measured at the fair value of plan assets less the present value of the 
defined benefit obligations. 

(c) Functional and presentation currency: 

The consolidated financial statements are presented in Canadian dollars, which is the 
Society’s functional currency. 

(d) Use of estimates and assumptions: 

The preparation of consolidated financial statements in conformity with IFRS requires 
management to make estimates and assumptions that affect the application of accounting 
policies and the reported amounts of assets, liabilities, income and expenses. Actual results 
may differ from these estimates 

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 
accounting estimates are recognized in the period in which the estimates are revised and in 
any future periods affected.  

Information about significant areas of estimation uncertainty and critical judgments in 
applying accounting policies that have the most significant effect on the amounts recognized 
in the financial statements are described in the following notes: 

Notes 5 and 25: Insurance liabilities and reinsurance assets (estimates for losses);  

Note 9: Goodwill and intangible assets (assumptions underlying recoverable 
amounts);  

Note 15:  Employee benefits (actuarial assumptions); and 

Note 27: Investments (valuations based on models or with unobservable inputs). 
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PBC HEALTH BENEFITS SOCIETY 
(Operating as Pacific Blue Cross) 
 
Notes to Consolidated Financial Statements 
(Tabular amounts expressed in thousands of dollars, unless otherwise indicated) 
 
Year ended December 31, 2021 
 
 

7 

3. Significant accounting policies: 

The principal accounting policies applied in the preparation of these consolidated financial 
statements are set out below. These policies have been consistently applied to all the years 
presented. 

(a) Basis of consolidation: 

Subsidiary undertakings are entities controlled by the Society. The Society controls an entity 
when it is exposed to, or has rights to, variable returns from its involvement with the entity 
and has the ability to affect those returns through its power over the entity. In assessing 
control, the Society takes into consideration potential voting rights that are currently 
exercisable. The acquisition date is the date on which control is transferred to the acquirer. 
The financial statements of subsidiaries are included in these consolidated financial 
statements from the date that control commences until the date that control ceases. The 
subsidiaries which are consolidated in these consolidated financial statements are PLS, PLH, 
PSL, and up to its dissolution on November 29, 2021, BC Life. All of these subsidiaries are 
wholly-owned by the Society. 

The Society has used the acquisition method of accounting for business combinations arising 
on the purchase of subsidiaries. Under this method, the cost of acquisition is measured as 
the fair value of assets given, shares issued or liabilities undertaken at the date of acquisition 
directly attributable to the acquisition. The excess of the cost of an acquisition over the net 
fair value of the identifiable assets, liabilities and contingent liabilities of the subsidiary 
acquired is recorded as goodwill. 

(b) Cash and cash equivalents: 

Cash and cash equivalents comprise of cash on hand, deposits held with banks and other 
short-term highly liquid investments, with original maturities of three months or less from the 
date of purchase. Cash and cash equivalents are disclosed net of outstanding cheques. 
Outstanding cheques are cheques that have been issued but are yet to clear at year-end. 

(c) Financial instruments: 

(i) Recognition and initial measurement: 

Financial instruments are required to be classified into one of the following categories: 
amortized cost, fair value through other comprehensive income (“FVOCI”) or fair value 
through profit or loss (“FVTPL”). All financial instruments are measured at fair value on 
initial recognition. Measurement in subsequent periods depends on the classification of 
the financial instrument. Transaction costs are included in the initial carrying amount of 
financial instruments except for financial instruments classified as FVTPL in which case 
transaction costs are expensed as incurred.  

16
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3. Significant accounting policies (continued): 

(c) Financial instruments: 

(i) Recognition and initial measurement: 

Financial assets and financial liabilities are recognized initially on the trade date, which is 
the date on which the Society becomes a party to the contractual provisions of the 
instrument. The Society derecognizes a financial liability when its contractual obligations 
are discharged, cancelled or expire. 

Financial assets and liabilities are offset and the net amount presented in the statement 
of net assets only when the Society has a legal right to offset the amounts and intends 
either to settle on a net basis or to realize the asset and settle the liability simultaneously. 

A financial asset is measured at amortized cost if it meets both of the following 
conditions: 

• it is held within a business model whose objective is to hold assets to collect 
contractual cash flows; and 

• its contractual terms give rise on specified dates to cash flows that are solely 
payments of principal interest on the principal amount outstanding. 

A financial asset is measured at FVOCI if it meets both of the following conditions: 

• it is held within a business model whose objective is to hold assets to collect 
contractual cash flows and selling financial assets; and  

• its contractual terms give rise on specified dates to cash flows that are solely 
payments of principal interest on the principal amount outstanding. 

All financial assets not measured at amortized cost or FVOCI as described above are 
measured at FVTPL. On initial recognition the Society may irrevocably elect to measure 
financial assets that otherwise meets the requirements to be measured at amortized cost 
or at FVOCI as at FVTPL when doing so results in more relevant information. 

Financial assets are not reclassified subsequent to their initial recognition, unless the 
Society changes its business model for managing financial assets, in which case all 
affected financial assets are reclassified on the first day of the first reporting period 
following the change in the business model. 

The Society has not classified any of its financial assets as FVOCI. 

A financial liability is generally measured at amortized cost, with exceptions that may 
allow for classification as FVTPL. These exceptions include financial liabilities that are 
mandatorily measured at fair value through profit or loss, such as derivatives liabilities, 
The Society may also, at initial recognition, irrevocably designate a financial liability as 
measured at FVTPL when doing so results in more relevant information. 
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3. Significant accounting policies (continued): 

(c) Financial instruments (continued): 

(ii) Fair value through profit or loss: 

Financial instruments classified as FVTPL are subsequently measured at fair value at 
each reporting period with changes in fair value recognized in the consolidated statement 
of comprehensive income in the period in which they occur. The Society’s investments 
are classified as FVTPL. 

Fair value is the price that would be received to sell an asset or paid to transfer a liability 
in an orderly transaction between market participants at the measurement date. The fair 
value of financial assets and liabilities traded in active markets (such as publicly traded 
derivatives and marketable securities) are based on quoted market prices at the close of 
trading on the reporting date. The Society uses the last traded market price for both 
financial assets and financial liabilities where the last traded price falls within that day’s 
bid-ask spread. In circumstances where the last traded price is not within the bid-ask 
spread, the Society determines the point within the bid-ask spread that is most 
representative of fair value based on the specific facts and circumstances. The Society’s 
policy is to recognize transfers into and out of the fair value hierarchy levels as of the 
date of the event or change in circumstances giving rise to the transfer. 

The fair value of financial assets and liabilities that are not traded in an active market, 
including non-publicly traded derivative instruments, is determined using valuation 
techniques. Valuation techniques also include the use of comparable recent arm’s length 
transactions, reference to other instruments that are substantially the same, discounted 
cash flow analysis, and others commonly used by market participants and which make 
the maximum use of observable inputs. Should the value of the financial asset or liability, 
in the opinion of the Society, be inaccurate, unreliable or not readily available, the fair 
value is estimated on the basis of the most recently reported information of a similar 
financial asset or liability. 
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3. Significant accounting policies (continued): 

(c) Financial instruments (continued): 

(iii) Amortized cost: 

Financial assets and liabilities classified as amortized cost are recognized initially at fair 
value plus any directly attributable transaction costs. Subsequent measurement is at 
amortized cost using the effective interest method, less any impairment losses. The 
Society classifies cash and cash equivalents, amounts due from reinsurers, trade and 
other receivables and trade and other payables as amortized cost. 

The effective interest method is a method of calculating the amortized cost of a financial 
asset or liability and of allocating interest income or expense over the relevant period. 
The effective interest rate is the rate that discounts estimated future cash payments 
through the expected life of the financial asset or liability, or where appropriate, a shorter 
period. 

(d) Property and equipment: 

Items of property and equipment are measured at cost less accumulated amortization and 
impairment losses. Property and equipment is subject to an impairment review if there are 
events or changes in circumstances which indicate that the carrying amount may not be 
recoverable. Cost includes expenditure that is directly attributable to the acquisition of the 
assets. Amortization is recognized in the consolidated statement of comprehensive income 
on a straight-line basis over the estimated useful lives of each part of an item of property or 
equipment, since this most closely reflects the expected pattern of consumption of the future 
economic benefits embodied in the asset. 

The amortization terms are as follows: 
 
Asset  Terms 
 
Furniture and equipment  3 to 10 years 
Leasehold improvements Over the terms of related leases 
Leased building  3 to 10 years 
 

 
The carrying values of plant and equipment are reviewed for impairment when events or 
changes in circumstances indicate that the carrying value may be impaired. If any such 
condition exists, the recoverable amount of the asset is estimated in order to determine the 
extent of impairment and the difference is charged to net income. The recoverable amount is 
the higher of the asset’s fair value less costs to sell and value in use. 
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3. Significant accounting policies (continued): 

(e) Goodwill and intangible assets: 

(i) Goodwill: 

Goodwill represents the excess of the cost of an acquisition over the Society’s share of 
the fair value of the identifiable assets, liabilities and contingent liabilities of the acquired 
subsidiary at the date of acquisition. Goodwill is carried at cost less accumulated 
impairment losses. Goodwill has an indefinite life. 

(ii) Intangible assets: 

Computer software and IT development costs are costs recognized as intangible assets 
that are directly associated with the purchase and development of identifiable and unique 
software products and that are anticipated to generate economic benefits exceeding 
costs beyond one year. Cloud software license agreements are capitalized if: the Society 
has the contractual right to take possession of the software at any time during the hosting 
period without significant penalty; and it is feasible for the Society to either run the 
software on its own hardware or contract with another party unrelated to the vendor to 
host the software costs include external consultants’ fees, certain qualifying internal staff 
costs and other costs incurred to develop software programs. These costs are amortized 
over their estimated useful life on a straight-line basis subject to impairment. Other non-
qualifying costs, including the maintenance of computer software programs are expensed 
as incurred. 

Customer relationships acquired are recorded at fair value on initial recognition and 
amortized over their estimated useful life on a straight-line basis subject to impairment.  

The amortization terms are as follows: 
 
Intangible assets  Terms 
 
Computer software  1 to 10 years 
IT development costs  10 years 
Customer relationships  15 years 
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3. Significant accounting policies (continued): 

(e) Goodwill and intangible assets (continued): 

(iii) Impairment: 

At each reporting date, the Society reviews the carrying value of its goodwill and 
intangible assets to determine whether there is any indication of impairment. If any such 
indication exists, then the asset’s recoverable amount is estimated. Goodwill is tested 
annually for impairment. 

For impairment testing, assets are grouped together into the smallest group of assets that 
generates cash inflows from continuing use that are largely independent of the cash 
inflows of other assets or Cash Generating Units (“CGUs”). Goodwill arising from a 
business combination is allocated to CGUs or groups of CGUs that are expected to 
benefit from the synergies of the combination. 

The recoverable amount of an asset or CGUs is the greater of its value in use and its fair 
value less costs to sell. Value in use is based on the estimated future cash flows, 
discounted to their present value using a pre-tax discount rate that reflects current market 
assessments of the time value of money and the risks specific to the asset or CGUs. 

An impairment loss is recognized if the carrying amount of an asset or CGUs exceeds its 
recoverable amount. Impairment losses are recognized in profit or loss. They are 
allocated first to reduce the carrying amount of any goodwill allocated to the CGUs, and 
then to reduce the carrying amounts of the other assets in the CGUs on a pro rata basis. 

An impairment loss in respect of goodwill is not reversed. For other assets, an 
impairment loss is reversed only to the extent that the asset’s carrying amount does not 
exceed the carrying amount that would have been determined, net of depreciation, if no 
impairment loss had been recognized. 

(f) Investment in associates: 

An associate is an entity which the Society has significant influence, but not control or joint 
control, over the financial and operating policies. The Society accounts for its investment in 
associates using the equity method. Investment in associates is initially recognized at cost, 
which includes transaction costs. Subsequent to initial recognition, the consolidated financial 
statements include the Society’s share of the profit or loss of the associate, until the date on 
which significant influence or joint control ceases. 
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3. Significant accounting policies (continued): 

(g) Insurance contracts: 

Contracts under which the Society accepts significant insurance risk from members by 
agreeing to compensate the member or other beneficiary if a specified uncertain future event 
(the insured event) that adversely affects the member or other beneficiaries are classified as 
insurance contracts. Once a contract is classified as an insurance contract it remains 
classified as an insurance contract until all rights and obligations are extinguished or expire. 
Contracts under which the transfer of insurance risk to the Society from the member is not 
significant are classified as investment contracts. 

Insurance liabilities represent the amounts needed to provide for the estimated ultimate 
expected cost of settling claims related to insured events (both reported and unreported) that 
have occurred on or before each balance sheet date. Insurance contract liabilities are 
presented gross of reinsurance assets in the consolidated statements of financial position.  

(h) Reinsurance ceded: 

The Society cedes reinsurance in the normal course of business for the purpose of limiting its 
net loss potential through the transferal of its risks. Reinsurance arrangements do not relieve 
the Society from its direct obligations to its policyholders. Assets, liabilities, income and 
expenses arising from ceded reinsurance contracts are presented separately from the related 
assets, liabilities, income and expenses from the related insurance contracts. 

Only reinsurance agreements that give rise to a significant transfer of insurance risk are 
accounted for as reinsurance contracts. Amounts recoverable under such contracts are 
recognized in the same year as the related claim. 

Reinsurance premiums for ceded reinsurance are recognized as an expense over the period 
that the reinsurance cover is provided based on the expected pattern of the reinsured risks. 
The unexpensed portion of ceded insurance premiums is included in reinsurance assets. 

Reinsurance assets are measured on a basis that is consistent with the measurement of the 
provisions held in respect of the related insurance contracts. Reinsurance assets include 
recoveries due from reinsurance companies in respect of claims paid and are recorded within 
amounts due from reinsurers on the consolidated statement of financial position. 
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3. Significant accounting policies (continued): 

(h) Reinsurance ceded (continued): 

Reinsurance assets are assessed for impairment at each reporting date or more frequently 
when an indication of impairment arises during the reporting year. Such assets are deemed 
impaired if there is objective evidence, as a result of an event that occurred after its initial 
recognition, that the Society may not recover all amounts due under the terms of the contract 
and that the event has a reliably measurable impact on the amounts that the Society will 
receive from the reinsurer. The impairment is recorded in the consolidated statement of 
comprehensive income. 

Reinsurance assets and liabilities are derecognized when the contractual rights are 
extinguished or expire when the contract is transferred to another party. 

(i) Leases: 

(i) Definition: 

At inception of a contract, the Society assesses whether a contract is or contains a lease 
based on the definition of a lease. A contract is, or contains, a lease if the contract 
conveys the right to control the use of an identified asset for a period of time in exchange 
for consideration. To assess whether a contract conveys the right to control the use of an 
identified asset, the Society assesses whether: 

• the supplier has a substantive substitution right; 

• the Society has the right to obtain substantially all of the economic benefits from use 
of the asset throughout the period; and 

• the Society has the right to direct the use of the asset. The Society has the right 
when it has the decision-making rights that are most relevant to changing how and 
for what purpose the asset is used.  

(ii) Recognition and measurement: 

The Society recognizes a right-of-use asset and a lease liability at the lease 
commencement date. The right-of-use assets are initially measured at cost, which 
comprises the initial amount of the lease liability adjusted for any lease payments made 
at or before the commencement date, plus any initial direct costs incurred, less any lease 
incentives received. Adjustments may also be required for lease incentives, payments at 
or prior to commencement and restoration obligations.  

The assets are depreciated to the earlier of the end of the useful life of the right-of-use 
asset or the lease term using the straight-line method as this most closely reflects the 
expected pattern of consumption of the future economic benefits. 
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3. Significant accounting policies (continued): 

(i) Leases (continued): 

(ii) Recognition and measurement (continued): 

The lease liability is initially measured at the present value of the lease payments payable 
over the lease term, discounted at the rate implicit in the lease, or, if that rate cannot be 
readily determined, the Society’s incremental borrowing rate. The lease liability is 
subsequently measured at amortized cost using the effective interest rate method. It is 
remeasured when there are changes in the following: i) in the lease term; ii) the Society’s 
assessment of whether it will exercise a purchase option; iii) a change in an index or a 
change in the rate used to determine the payments; and iv) amounts expected to be 
payable under residual value guarantees. 

(j) Post-employment benefits: 

The Society operates several post-employment benefit schemes, including defined benefit 
and defined contribution plans. In addition, certain employees participate in a multi-employer 
defined contribution pension plan. 

(i) Defined contribution plans: 

A defined contribution plan is a post-employment benefit plan under which an entity pays 
fixed contributions into a separate entity and will have no legal or constructive obligation 
to pay further amounts if the fund does not hold sufficient assets to pay all employees the 
benefits relating to employee service in the current and prior reporting periods. 
Obligations for defined contribution pension plans are determined by the amounts to be 
contributed and recognized as an expense in the consolidated statement of 
comprehensive income when they are due in respect of service rendered before the end 
of the reporting period.  

(ii) Defined benefit plans: 

A defined benefit plan is a post-employment benefit plan other than a defined contribution 
plan. The Society’s net obligation in respect of defined benefit plans is the present value 
of the defined benefit obligation at the end of the reporting period less the fair value of 
any plan assets. It is calculated periodically by independent actuaries using the projected 
unit credit method. The present value of the defined benefit obligation is calculated 
separately for each plan by estimating the amount of future benefit that employees have 
earned in return for service in the current and prior periods and discounting that benefit to 
determine its present value using market yields at the end of the reporting period on high-
quality corporate bonds. 

The Society recognizes all actuarial gains and losses arising from changes in actuarial 
assumptions and experience adjustments immediately in the consolidated statement of 
comprehensive income. 
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3. Significant accounting policies (continued): 

(j) Post-employment benefits (continued): 

(ii) Defined benefit plans (continued): 

Past service costs are recognized immediately in the consolidated statement of 
comprehensive income, unless the changes to the pension plan are conditional on the 
employees remaining in service for a specified period of time (the “vesting period”). In this 
case, the past service costs are amortized on a straight-line basis over the vesting 
period. 

(k) Income tax: 

The Society is registered under the Income Tax Act as a not-for-profit society and, as such, is 
exempt from income tax. Its subsidiaries, however, are subject to federal and provincial 
income taxes. 

The Society follows the deferred method of accounting for income taxes whereby current 
income taxes are recognized for the estimated income taxes payable for the current period. 
Deferred tax assets and liabilities represent the cumulative amount of tax applicable to 
temporary differences between the carrying amount of the assets and liabilities, and their 
values for tax purposes.  

Deferred tax assets and liabilities are measured using enacted or substantively enacted tax 
rates expected to apply to taxable income in the years in which those temporary differences 
are expected to be recovered or settled. Changes in deferred income taxes related to a 
change in tax rates are recognized in income in the period of the tax rate change. All deferred 
income tax assets and liabilities are expected to be realized in the normal course of 
operations.  
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3. Significant accounting policies (continued): 

(l) Revenue recognition: 

(i) Premium revenue: 

Insurance premiums are included in premium revenue on a pro-rata basis over the terms 
of the underlying insurance policies. Members’ dues received in advance represent the 
portion of premiums written that relate to the unexpired term of the policies in force and 
represent liabilities of the Society. Insurance premiums are shown before deduction of 
commissions and are gross of any taxes and dues levied on premiums. 

(ii) Fees from self-insured plans: 

Fees from self-insured plans are from Administrative Services Only (“ASO”) 
administration contracts. The Society manages the benefits of client employees on behalf 
of clients for a service fee. These fees are recognized when services are rendered and 
the amount can be reasonably estimated. 

(iii) Investment income: 

Interest income is recognized on an accrual basis. Dividend income is recognized on the 
date that the right to receive payment is established, which for quoted equity securities is 
usually the ex-dividend date. Portfolio transactions are recorded on the trade date. 
Realized gains and losses arising from the sale of investments are determined on the 
average cost basis of the respective investments. 

(iv) Commissions earned from reinsurers: 

Commissions earned from reinsurance ceded are recognized on a pro-rata basis over the 
terms of the underlying related insurance policy. 

(v) Fees and other income: 

Fees and other income includes other non-insurance related billings for client services, 
gain or loss on foreign exchange and miscellaneous income. Fees and other income are 
recognized as revenue over the period that the related service is provided. 

(vi) Government assistance: 

The Society recognizes grants that compensate for expense incurred in profit or loss as 
other income on a systematic basis in the periods in which the Society recognizes as 
expenses the related costs for which the grants are intended to compensate, unless the 
conditions for receiving the grant are met after the related expenses have been 
recognized. In that case, the grant is recognized when it becomes receivable. 

(vii) Underwriting gains and losses: 

Underwriting gains and losses represent the Society’s share of the underwriting results of 
the insurance business it administers on behalf of its clients. 
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3. Significant accounting policies (continued): 

(m) New standards issued but not yet effective: 

A number of new standards and amendments to standards and interpretations are not yet 
effective for the year ended December 31, 2021 and have not been applied in preparing 
these consolidated financial statements. The following standards will have significant effect 
on the Society’s consolidated financial statements. 

IFRS 17: Insurance Contracts: 

IFRS 17 changes the basis of measuring insurance contracts. IFRS 17 will be effective for 
the Society’s year beginning January 1, 2023. The standard will impact the classification and 
measurement of insurance liabilities and premiums. The Society has not applied IFRS 17 in 
preparing these financial statements as it plans to adopt the standard at its effective date. As 
at December 31, 2021, the Society is evaluating the impact of this Standard.  

 

4. Investments: 
 
  2021 2020 
 
Fixed income pooled funds  $ 213,360 $ 158,908 
Real estate pooled funds 82,109 78,166 
Equity pooled funds 34,713 30,954 
Fixed income securities  1,658 1,546 
 
Total investments $ 331,840 $ 269,574 
 

5. Insurance liabilities: 

(a) Nature and valuation of unpaid claims: 

The expenditures on members' claims include an estimate for services performed and claims 
incurred but which have not been reported (“IBNR”) to or processed by the Society.  

The incurred but not reported (“IBNR”) amount is based on estimates calculated using widely 
accepted actuarial techniques. The techniques use projections, based on past experience of 
the development of claims over time, to form a view on the likely ultimate claims to be 
experienced.  
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5. Insurance liabilities (continued): 

(a) Nature and valuation of unpaid claims (continued): 

For more recent underwriting years, regard is given to the variations in the business portfolio 
accepted and the underlying terms and conditions. Thus, the critical assumptions used when 
estimating provisions are that past experience is a reasonable predictor of likely future claims 
development and that the rating and business portfolio assumptions are a fair reflection of the 
likely level of ultimate claims to be incurred for the more recent years. 

Net insurance contract liabilities are based on the results of an actuarial valuation performed 
in accordance with standards established by the Canadian Institute of Actuaries (“CIA”) using 
data supplied by the Society. The actual amount of the Society's liabilities with respect to 
IBNR and open claims cannot be determined until all claims have been submitted and 
processed. 

Although the Society is liable for the full amount of claims filed by its members, it mitigates its 
exposure to significant claims by entering into contracts with reinsurers. It is not possible to 
determine the amount by which actual settlements and amounts recoverable from reinsurers 
will differ from amounts reserved. 

An analysis of movements in insurance liabilities is as follows: 
 
  2021 2020 
 
Balance, January 1 $ 17,118 $ 207,567 
 
Transfer of insurance liabilities to affiliate - (186,037) 
 
Normal business changes (2,012) (4,481) 
 
Change in retention: 

Changes in assumptions: 
Interest rate - - 
Other assumptions (2,068) 69  

 
Balance, December 31 $ 13,038 $ 17,118 
 
Current $ 13,038 $ 17,118 
Non-current - - 
 
  $ 13,038 $ 17,118  
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5. Insurance liabilities (continued): 

(b) Reinsurers share of insurance liabilities: 
The change in amounts recoverable from reinsurers is set out below: 
 
  2021 2020 
 
Balance, January 1 $ 1,728 $ 104,178 
 
Transfer of reinsurers share of liabilities to affiliate - (104,274) 
 
Normal business changes (1,682) 1,824  
 
Changes due to retention: 

Changes in assumptions: 
Interest rate - - 
Other assumptions - - 

 
Balance, December 31 $ 46 $ 1,728 
 
Current $ 46 $ 1,728 
Non-current - - 
 
  $ 46 $ 1,728  
 
During 2020, the Society transferred several of its insurance business lines to an affiliate 
company in which it holds an equity interest, Blue Cross Life. 

The Society has guidelines and a review process in place to ascertain the creditworthiness of 
the companies to which it cedes insurance. The Society cedes a portion of its business to 
registered reinsurers. No information has come to the Society’s attention indicating weakness 
or failure of any of its current reinsurers; consequently, no provision has been made in the 
accounts for doubtful collection. 
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6. Trade and other receivables: 
 
  2021 2020 
 
Accounts receivable - Insured $ 18,228 $ 8,539 
Accounts receivable - ASO 34,512 40,500 
Accounts receivable - Other 19,897 11,660 
Allowance for doubtful accounts (32) (2,104) 
 
  $ 72,605 $ 58,595 
 
Current $  66,941 $ 54,439 
Non-current 5,664 4,156 
 
  $ 72,605 $ 58,595  
 
Accounts receivable - Insured relates to premiums and other receivables due from insurance 
contracts.  
Accounts receivable - ASO includes the recovery of claims and fees receivable related to self-
insured plans.  

 

7. Other assets: 
 
  Notes 2021 2020 
 
Prepaid expenses $ 7,312 $ 5,736 
Deferred tax assets 24 6,675 4,827 
 
  $ 13,987 $ 10,563 
 
Current $  7,312 $ 5,736 
Non-current 6,675 4,827 
 
  $ 13,987 $ 10,563  
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8. Property and equipment: 
 
     Right-of-use 
   Right-of-use  assets - 
  Leasehold assets - Furniture and furniture and 
  improvements building equipment equipment Total 
 
Year ended December 31, 2021: 
Cost: 

Balance, January 1, 2021 $ 20,618 $ 41,664 $ 26,421 $ 562 $ 89,265 
Additions 1 - 590 1,337 1,928 
Write-off (9) - (3,600) - (3,609) 

 
Balance, December 31, 2021 $ 20,610 $ 41,664 $ 23,411 $ 1,899 $ 87,584 
 
Accumulated amortization: 

Balance, January 1, 2021 $ (7,338)  $ (4,184) $ (21,911) $ (151) $ (33,584) 
Current year charge  (815) (2,092) (1,365) (842) (5,114) 
Write-off  1  - 2,694  - 2,695  

 
Balance, December 31, 2021 $ (8,152) $ (6,276) $ (20,582) $ (993) $ (36,003) 
 
Net book value $ 12,458 $ 35,388 $ 2,829 $ 906 $ 51,581 
 
 
     Right-of-use 
   Right-of-use  assets - 
  Leasehold assets - Furniture and furniture and 
  improvements building equipment equipment Total 
 
Year ended December 31, 2020: 
Cost: 

Balance, January 1, 2020 $ 20,550 $ 41,664 $ 25,515 $ 541 $ 88,270 
Additions 68 - 906 39 1,013 
Write-off - - - (18) (18) 

 
Balance, December 31, 2020 $ 20,618 $ 41,664 $ 26,421 $ 562 $ 89,265 
 
Accumulated amortization: 

Balance, January 1, 2020 $ (6,603) $ (2,092) $ (19,499)  $ (51) $ (28,245) 
Current year charge  (735) (2,092) (2,412) (116) (5,355) 
Write-off  - - - 16  16  

 
Balance, December 31, 2020 $ (7,338)  $ (4,184) $ (21,911) $ (151) $ (33,584) 
 
Net book value $ 13,280 $ 37,480 $ 4,510 $ 411 $ 55,681 
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9. Goodwill and intangible assets: 
 
  IT Computer Customer 
  development software relationships Goodwill Total 
 
Year ended December 31, 2021: 
Cost: 

Balance, January 1, 2021 $ 84,379 $ 26,528 $ 4,860 $ 1,434 $ 117,201 
Additions 2,617 338 - - 2,955 
 

Balance, December 31, 2021 $ 86,996 $ 26,866 $ 4,860 $ 1,434 $ 120,156 
 
Accumulated amortization: 

Balance, January 1, 2021 $ (54,616) $ (23,593) $ (1,367) $ - $ (79,576) 
Current year charge (7,744) (1,529) - - (9,273) 

 
Balance, December 31, 2021 $ (62,360)  $ (25,122) $ (1,367) $ - $ (88,849)  
 
Net book value $ 24,636 $ 1,744 $ 3,493 $ 1,434 $ 31,307 
 
 
  IT Computer Customer 
  development software relationships Goodwill Total 
 
Year ended December 31, 2020: 
Cost: 

Balance, January 1, 2020 $ 81,986 $ 25,355 $ 4,860 $ 1,434 $ 113,635 
Additions 2,393 1,173 - - 3,566 
 

Balance, December 31, 2020 $ 84,379 $ 26,528 $ 4,860 $ 1,434 $ 117,201 
 
Accumulated amortization: 

Balance, January 1, 2020 $ (47,782) $ (21,442) $ (1,367) $ - $ (70,591) 
Current year charge (6,834) (2,151) - - (8,985) 

 
Balance, December 31, 2020 $ (54,616) $ (23,593) $ (1,367) $ - $ (79,576) 
 
Net book value $ 29,763 $ 2,935 $ 3,493 $ 1,434 $ 37,625 
 
Goodwill is tested for impairment annually. Based on an assessment of the business unit’s value 
in use, as at December 31, 2021, management has determined that no goodwill impairment has 
arisen (2020 - no goodwill impairment). 

The business unit’s value in use is calculated using projected cash flows based on financial 
budgets approved by management and taking into account expected growth rates and future 
market conditions. A discount rate of 6.00% (2020 - 6.25%) has been used to discount the 
projected cash flows. The discount rate reflects the Society’s expected return on equity and cost 
of borrowing and is considered representative of the rate appropriate to the risk specific to the 
Society. 
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10. Investment in associates 

On January 2, 2020, the Society acquired approximately 14.29% (1/7) equity interest in common 
shares of Blue Cross Life for $26,012,000. Blue Cross Life is an insurance company licensed to 
write life and accident and sickness insurance in all provinces and territories in Canada. Pursuant 
to the Blue Cross Life shareholders' agreement, the Society pays annual additional capital 
contribution in the form of contributed surplus to Blue Cross Life. In 2021, the Society contributed 
an additional $303,000 (2020 - $279,000). 

The below table summarises the financial information of Blue Cross Life as included in its own 
financial statements. 
 
  2021 2020 
 
Statement of financial position: 

Total assets $ 1,937,670 $ 1,854,851  
Total liabilities (1,691,319) (1,625,241) 

 
Shareholders’ equity 246,351 229,610 

Adjusted for: 
Cumulative perpetual preferred shares (34,061) (33,535)  

 

Adjusted shareholders’ equity $ 212,290 $ 196,075 
 
Society’s share of adjusted shareholders’ equity 

(14.29% or 1/7th) $ 30,327 $ 28,011 
 
 

  2021 2020 
 
Statement of comprehensive income: 

Total income $ 545,279 $ 579,236  
Total expenses (537,499) (569,249) 
Income tax expense (876) (1,448) 
Other comprehensive income 7,243  4,121  

 
Total comprehensive income 14,147 12,660 

Adjusted for: 
Dividends declared to holders of outstanding cumulative 

 perpetual preferred shares (1,008) (1,312) 
 

Adjusted shareholders’ equity $ 13,139 $ 11,348 
 
Society’s share of total comprehensive income  

(14.29% or 1/7th) $ 1,877 $ 1,621 
Accreted gain on capital contribution 136 99 
 
Dividends received by the Society $ - $ - 
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11. Trade and other payables: 
 

  2021 2020 
 
Due to clients $ 132,065 $ 152,812 
Client deposits 78,317 102,885 
Trade 48,336 40,891 
Reinsurance - 1,491 
Payroll 4,253 5,729 
Others 102 669 
 

  $ 263,073 $ 304,477 
 
Current $ 255,463 $ 296,547 
Non-current 7,610 7,930 
 

  $ 263,073 $ 304,477 
 

Due to clients represents refunds due to experience rated benefits. In addition, certain ASO 
contracts pay estimated claims in advance. Also, included in due to clients are amounts received 
in excess of actual claim payments. 

Client deposits are related to ASO contracts and are provided to cover a short-fall on funds owed 
for prior month claims. 

 

12. Members’ dues received in advance: 

Members’ dues received in advance are premiums for annual policies that have been received 
but have not been fully earned at the statement of financial position date. They are recognized in 
the consolidated statement of comprehensive income in the period to which coverage is in force.  

At year-end, the split between travel plans and health plans was as follows: 
 
  2021 2020 
 
Travel plans $ 4,533 $ 791 
Health plans 6,104 6,309 
 
  $ 10,637 $ 7,100 
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13. Lease liabilities: 

The Society leases office space under various leases which expire in year 2038 subject to 
various renewal options contained within the lease agreements. The Society also leases furniture 
and equipment under a lease which expires in 2024. The Society discounts lease payments 
related to the office space and furniture and equipment leases using the incremental borrowing 
rate determined for each lease, which ranges from 3.46% to 4.05% (2020 - 3.60 to 4.05%). 

The Society leases five photocopier machines from the Xerox Company. The leases will expire 
between year 2022 and 2024.The Society discounts lease payments related to the equipment 
leases using the incremental borrowing rate of 2.00% (2020 – 2.00%). 

The continuity of lease liabilities is as follows:  
 
  2021 2020 
 
Balance, January 1 $ 40,919 $ 42,026 
Additions 1,337 39 
Reductions (497) (2) 
Payments (1,666) (1,144) 
 
Balance, December 31 $ 40,093 $ 40,919  
 
Lease liabilities are payable as follows:  
 
  2021 2020 
 
Less than 1 year $ 3,309 $ 3,213 
Between 1 and 5 years 15,610 15,015 
More than 5 years 36,941 40,039 
 
Total undiscounted lease liabilities 55,860 58,267 
 
Less future interest expense 15,767 17,348 
 
Total lease liabilities $ 40,093 $ 40,919 
 
During the year ended December 31, 2021, the Society recognized $1,297,000 (2020 - 
$1,649,000) of interest expense related to lease liabilities. 
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14. PBC CUPE 1816 Joint Trust Provision: 

Effective October 1, 2018, the Society transferred its post-employee benefits to a joint trust 
administered by trustees nominated by the Society and its union employees (the “Joint Trust”). 

In accordance with the Agreement and Declaration of Trust of the Joint Trust (the “Agreement”), 
the Society has agreed to fully fund any deficit existing in the Joint Trust as at its first actuarial 
valuation date subsequent to the transfer and settlement of the Joint Trust. The first actuarial 
valuation of the Joint Trust may not occur any earlier than 3 years after October 1, 2018. The 
Society is permitted to fund the deficit amount over a period of up to five years from the date of 
the first actuarial valuation. 

Pursuant to the Joint Trust Agreement, a final actuarial valuation of the Joint Trust for funding 
purposes was completed at August 31, 2021. A final deficit of $5,337,000 was estimated and the 
Society is permitted up to five years from that date to fund the deficit owed to the Joint Trust. 

As at December 31, 2021, the Joint Trust has an outstanding obligation of $5,337,000 (2020 - 
accumulated deficit of $14,216,000) to the Joint Trust. The value of the liability will be reduced to 
zero as payments are made, including interest, prior to August 31, 2026. 
 
  2021 2020 
 
PBC CUPE 1816 Joint Trust Provision, beginning of year $ 14,216 $ 9,565 
Change in obligation (8,879) 4,651 
 
PBC CUPE 1816 Joint Trust Provision, end of year $ 5,337 $ 14,216 
 
Lease liabilities are payable as follows:  
 
  2021 2020 
 
Current $ - $ - 
Non-current 5,337 14,216 
 

  $ 5,337 $ 14,216 
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15. Employee benefits: 

(a) Employee benefit plans information: 

The Society sponsors a contributory defined benefit plan and retirement compensation 
agreement plan for eligible management employees and a contributory defined contribution 
plan for eligible hourly and management employees.  

In addition to its pension plans, the Society also provides certain post-employment health and 
dental benefits to eligible management employees and dependents upon meeting certain 
requirements. These post-employment benefits are currently not funded. 

Total cash payments for employee future benefits are as follows: 
 
  2021 2020 
 
Cash payments to: 

Beneficiaries for unfunded post-employment  
benefit plans $ 260 $ 282 

Retirement compensation agreement plan 229 228 
Defined contribution plans 3,714 2,745 

 
  $ 4,203 $ 3,255 
 
The Society measures its accrued benefit obligation and the fair value of plan assets for 
accounting purposes as at December 31 of each year. The most recent actuarial valuation of 
the pension plans for funding purposes was at December 31, 2021 and the next required 
valuation will be as of December 31, 2024.  
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15. Employee benefits (continued): 

(a) Employee benefit plans information (continued): 

Information regarding the defined benefit plans and post-employment benefits for the year 
ended December 31, 2021, as follows: 
 
   Retirement Total Post- 
  Pension compensation defined employment Total 
  plan agreement pension plan benefits 2021 
 
Change in benefit obligation: 

Benefit obligation,  
beginning of year $ 3,814 $ 3,475 $ 7,289 $ 8,663 $ 15,292 

Actuarial losses from 
financial adjustments (114) (112) (226) (458) (684) 

Actuarial (gains) losses from  
experience adjustments 37 57  94 (368) (274) 

Interest cost  101 92  193 234 427 
Current service cost 2 - 2 239 241 
Benefits paid  (269) (229) (498) (260) (758) 
 
Benefit obligation, end of year 3,571 3,283 6,854 8,050 14,904 

 
Change in plan assets: 

Fair value of plan assets, 
beginning of year 4,089 - 4,089 - 4,089 

Interest cost  109 - 109  - 109 
Return on plan assets (excluding  

amount included in net  
interest expense) 440 - 440 - 440 

Employer contributions - 229 229 260 489 
Benefits paid  (269) (229) (498) (260) (758) 
 
Fair value of plan assets, 

end of year 4,369 - 4,369 - 4,369  
 

Net asset (obligation)  $ 798 $ (3,283) $ (2,485) $ (8,050) $ (10,535) 
 
Amounts recognized in net income: 

Current service cost $ 2 $ - $ 2 $ 239 $ 241 
Interest cost 101 92 193 234 427 

  103 92 195 473 668 
 
Amounts recognized in OCI: 

Return on plan assets (excluding  
amount included in 
interest expense) 440 - 440 - 440 

Actuarial losses from  
financial adjustments (114) (112) (226) (458) (684) 

Actuarial (gains) losses from 
experience adjustments 37  57  94  (368) (274) 

  363 (55) 308 (826) (518) 
 

Net change $ 466 $ 37 $ 503 $ (353) $ 150 
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15. Employee benefits (continued): 

(a) Employee benefit plans information (continued): 

Information regarding the defined benefit plan and post-employment benefits for the year 
ended December 31, 2020 follows: 
 
   Retirement Total Post- 
  Pension compensation defined employment Total 
  plan agreement pension plan benefits 2020 
 
Change in benefit obligation: 

Benefit obligation,  
beginning of year $ 3,791 $ 3,341 $ 7,132 $ 7,985 $ 15,117 

Actuarial losses from 
financial adjustments 238 230 468 903 1,371 

Actuarial (gains) losses from  
experience adjustments (48) 21  (27) (413) (440) 

Interest cost  125 111  236 271 507 
Current service cost 17 - 17 199 216 
Benefits paid  (309) (228) (537) (282) (819) 
 
Benefit obligation, end of year 3,814 3,475 7,289 8,663 15,952 

 
Change in plan assets: 

Fair value of plan assets, 
beginning of year 4,134 - 4,134 - 4,134 

Interest cost  137 - 137  - 137 
Return on plan assets (excluding  

amount included in net  
interest expense) 127 - 127  - 127 

Employer contributions - 228 228 282 510 
Benefits paid  (309) (228) (537) (282) (819) 
 
Fair value of plan assets, 

end of year 4,089 - 4,089 - 4,089 
 

Net asset (obligation)  $ 275 $ (3,475) $ (3,200) $ (8,663) $ (11,863) 
 
Amounts recognized in net income: 

Current service cost $ 17 $ - $ 17 $ 199 $ 216 
Interest cost 125 111 236 271 507 

  142 111 253 470 723 
 
Amounts recognized in OCI: 

Return on plan assets (excluding  
amount included in 
interest expense) 127 - 127 - 127 

Actuarial losses from  
financial adjustments 238 230 468 903 1,371 

Actuarial (gains) losses from 
experience adjustments (48) 21 (27) (413) (440) 

  317 251 568 490 1,058 
 

Net change $ 459 $ 362 $ 821 $ 960 $ 1,781 
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15. Employee benefits (continued): 

(b) Employee benefits risks: 

A defined benefit plan can expose the Society to risks. The most significant of such risks for 
the Society are: 

(i) Investment risk - the present value of the defined benefit obligation is calculated using a 
discount rate determined by reference to high quality corporate bond yields. If the return 
on plan assets is below this yield, it will create a plan deficit. Due to the long-term nature 
of the plan liabilities, the Society considers it appropriate to invest a reasonable 
proportion of the plan assets in equity investments to leverage the return generated by 
the fund. 

(ii) Interest risk - a decrease in corporate bond yields will increase the plan’s liabilities. 
However, this will be partially offset by an increase in value of the assets of the plan held 
in bonds.  

(iii) Longevity risk - an increase in the life expectancy of the plan members will increase the 
plan’s liability.  

The Society is responsible for the governance of the defined benefit plan, including setting 
the investment policy for the assets of the fund, and ensuring that the defined benefit plan is 
administered in line with legal and regulatory requirements and respective plan text.  

The expected contributions for 2021 are nil (2020 - nil). The duration of the defined pension 
plan obligation has been estimated as 9 years (2020 - 10 years). The duration of the post-
employment benefits obligation has been estimated as 16 years (2020 - 20 years). 

As at December 31, 2021 and 2020, the pension plan assets were invested in balanced 
funds. 

(c) Significant assumptions: 

Weighted average assumptions as at December 31 are as follows: 
 
  2021   2020  
  Post  Post 
 Pension employment Pension employment 
 plan benefits plan benefits 
 
Discount rate 3.10% 3.10% 2.75% 2.75% 
Rate of compensation increase - N/A - N/A 
Rate of medical cost trend N/A 4,25% N/A 4.25% 
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15. Employee benefits (continued): 

(c) Significant assumptions (continued): 

The overall expected rate of return on the assets is determined based on market 
expectations applicable to the period over which the obligation is settled. 

Assumptions regarding future mortality are set based on actuarial advice in accordance with 
published studies in Canada. These assumptions translate into an average life expectancy in 
years of a pensioner retiring at age 65: 
 
  2021 2020 
 
Retiring at December 31: 

Male 22 22 
Female 24 24 

 

 
 

  2021 2020 
 
Retiring 20 years after December 31: 

Male 23 23 
Female 25 25 

 

 
(d) Sensitivity analysis: 

The method and assumptions used to generate the sensitivity analysis below are the same 
as those used to determine the obligation, with the exception of the assumption amended to 
produce the sensitivity analysis. In practice, it is unlikely that only one assumption will change 
at a time as the assumptions are related.  

The following table sets out the expected change in benefit obligation resulting from a change 
in assumptions: 
 
    Pension plan     Post-employment benefits  
  2021 2020 2021 2020 
 
Discount rate: 

1% increase $ (628) $ (654) $ (1,112) $ (1,246) 
1% decrease 731 767 1,416 1,594 
 

Medical cost: 
1% increase - - 1,168 1,271 
1% decrease - - (939) (1,020) 
 

Mortality rate: 
10% increase (203) (201) (291) (317) 
10% decrease 225 224  333 362  
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16. Reserves: 

An internally restricted fund has been set aside for future funding of a foundation. The funds will 
be forwarded to a foundation to be established by the Society at a future date as determined by 
the Society’s Board of Directors. 

 

17. Commitments: 

The Society’s bank has issued letters of credit for pension obligations and employment contracts 
in the amount of $6,446,000 (2020 - $6,432,000). 

 

18. Contingencies: 

During the normal course of operations, legal proceedings may arise from time-to-time against 
the Society from insurance claimants. The Society has policies and procedures in place 
concerning its claims adjudication procedures. Management has reviewed outstanding legal 
matters pending as at December 31, 2021. As of the date of these separate financial statements, 
the outcome of these proceedings cannot be reasonably estimated. Therefore, no amounts have 
been recorded in the separate financial statements. 

 

19. Billings processed: 

Billings processed consist of premium revenue from insurance contracts, fees from self-insured 
plans and claims paid on self-insured plans. Claims paid on self-insured plans represent 
payments made on behalf of clients and are not recognized as an expense in the consolidated 
statement of comprehensive income. 

 

20. Government assistance and other income: 

Government assistance 

In response to the COVID-19 coronavirus pandemic, in March 2020, the Canadian Government 
introduced the Canada Emergency Wage Subsidy (“CEWS”) to assist companies who had lost at 
least 30% of eligible revenues due to the pandemic.  

During the period ended December 31, 2020, the Society’s application under the program was 
approved and received government assistance. In 2021, the Society was required to refund to the 
Canada Revenue Agency (“CRA”) a total of $478,000 plus interest for the 2020 CEWS. No 
further application was submitted by the Society in 2021 for CEWS. In 2020, a total of $6,129,000 
was received from the government under the program, which was included in fees and other 
income in the separate statement of comprehensive income. 
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20. Government assistance and other income (continued): 

In November 2020, the Canadian Government introduced Canada Emergency Rent Subsidy 
(“CERS”) to assist companies who had lost more than 10% of eligible revenues. During the 
period ended December 31, 2021, the Society’s application under the CERS program was 
approved. The Society received rent subsidy of $66,000 (2020 – nil), which is included in fees 
and other income in the consolidated statement of comprehensive income. 

Sales and Service Fees 

Included in other income are sales and service fees which represents the fees PLS earns from 
services it renders to Blue Cross Life and Canassurance Insurance Company (“CIC”), in 
connection with existing Distributor Service Agreements.  

 

21. Investment income: 

Investment income is comprised as follows: 
 
  2021 2020 
 
Investment income earned on: 

Fixed income pooled funds $ 5,462 $ 7,706 
Real estate pooled funds 3,099 1,372 
Cash equivalents 1,277 1,713 
Equity pooled funds 1,175 161 
Fixed income securities  112 88 
  11,125 11,040 

Unrealized gain (loss): 
Real estate pooled funds 7,049 (2,797) 
Equity pooled funds 4,862 1,050 
Fixed income pooled funds (2,657) 4,042  
  9,254 2,295 

Realized gain (loss): 
Real estate pooled funds 1,274 457 
Equity pooled funds 1,084 (5,096) 
Fixed income pooled funds (638) - 
  1,720 (4,639) 

 
Interest paid to plans (631) (857) 
Investment expenses (480) (1,367) 
  (1,111) (2,224) 
 
Total investment income  $ 20,988 $ 6,472  
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22. General and administrative costs: 
 
  Notes 2021 2020 
 
Salaries 23 $ 59,225 $ 59,587 
Benefits 23 18,290 16,192 
Consulting fees and professional services   13,337 13,882 
Amortization of intangible assets 9 9,273 8,985 
Information technology  7,417 7,220 
Advertising and promotion  3,989 3,842 
Miscellaneous  3,768 3,449 
Amortization of right-to-use  8  2,934  2,208 
Amortization of property and equipment  8  2,180 3,147 
Occupancy  2,294 2,369 
GST  1,964 2,101 
Postage, delivery and storage  1,475 1,328 
Dues and subscriptions  1,471 1,437 
Wind-down costs  1,090 - 
Telephone  667 779 
Stationery and supplies  465 394 
 
  $ 129,839 $ 126,920 
 

23. Related party transactions: 

Related parties of the Society include subsidiaries, retirement benefit plans, key management 
personnel, and close family members of key management personnel and entities which are 
controlled, jointly controlled or significantly influenced or for which significant voting power is held 
by key management personnel or their close family members. 

The Society considers key management personnel to be the Board of Directors, Executive and 
Leadership group. 
 
Key management compensation 2021 2020 
 
Salaries and other short-term employee benefits $ 9,812 $ 8,581 
Post-employment benefits 911 797 
Other long-term benefits 431 171 
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24. Income taxes: 
 
  2021 2020 
 
Current income tax recovery $ (2,957) $ (438) 
Deferred income tax recovery (531) (2,943) 
 
  $ (3,488) $ (3,381) 
 
Income tax expense differs from the amount that would be computed by applying the federal and 
provincial statutory income tax rates of 27% (2020 - 27%) to income before income taxes.  

The reasons for the differences are as follows: 
 
  2021 2020 
 
Combined basic federal and provincial statutory income tax $ (2,756) $ (3,494) 
Tax effect of: 
Decrease in tax due to changes in insurance provisions - (11) 
Adjustment for prior years - 16 
Permanent differences - 2 
Others (732) 106  
 
Total income taxes recovery $ (3,488) $ (3,381) 
 
The components of the net deferred tax assets are as follows: 
 
  2021 2020 
 
Insurance liabilities $ - $ 918 
Non-capital losses carried-forward 6,825 4,043 
Intangible assets (145) (131) 
Others (5) (3) 
 
Net deferred tax assets $ 6,675 $ 4,827 
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25. Insurance risk management: 

(a) Managing insurance risk: 

For a portfolio of insurance contracts where the theory of probability is applied to pricing and 
provisioning, the principal risk that the Society faces under its insurance contracts is that the 
actual claims and benefit payments exceed the carrying amount of the insurance liabilities. 
This could occur because the frequency or severity of claims and benefits is greater than 
estimated. Insurance events are random, and the actual number and amount of claims and 
benefits will vary from year-to-year from the level established using statistical techniques. 

Experience shows that the larger the portfolio of similar insurance contracts, the smaller the 
relative variability about the expected outcome will be. In addition, a more diversified portfolio 
is less likely to be affected by a change in any subset of the portfolio. The Society has 
developed its insurance underwriting strategy to diversify the type of insurance risks accepted 
and within each of these categories to achieve a sufficiently large population of risks to 
reduce the variability of the expected outcome. 

Factors that aggravate insurance risk include lack of risk diversification in terms of the type 
and amount of risk, the geographical location and the type of industry covered. 

The products offered by the Society present low risk as the main product lines are yearly 
renewable products, usually with rate guarantees of 12-months on renewal. 

The insurance contract liabilities comprise provision for IBNR, provision for reported claims 
not yet paid and direct expenses in settling claims. The Society takes reasonable steps to 
ensure that it has appropriate information regarding its claims exposures. However, given the 
uncertainty in establishing claims provisions, it is likely the final outcome will be different from 
the original liability established. 

Extended healthcare and dental contracts: 

These contracts are mainly issued to employers to insure their commitments to their 
employees in terms of employee benefit plans. The risk is affected by the nature of the 
industry in which the employer operates and the risk of claims varies by industry and plan 
design. 

Insurance risk under these plans is dependent on the claiming patterns of the covered 
employee. The Society underwrites these plans with premiums set for a 12-month period 
which permits premium adjustment on an annual basis. The Society reinsures out of country 
claims over a certain dollar threshold with various reinsurers. 

Claims risk is controlled by means of pre-authorization of claims, benefit limits and fee 
schedules. The specific processes used would vary by group depending on plan 
arrangements. 
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25. Insurance risk management (continued): 

(b) Policy assumptions: 

The Society’s valuation methods involve the use of best estimates for the following significant 
assumptions: morbidity, expenses, investment yields. Associated with each assumption is a 
provision for adverse deviation.  

(i) Morbidity: 

The rate of morbidity refers to the incidence of accident and sickness, and the termination 
of disability due to death or recovery. This assumption is based on the Society’s 
aggregate experience or industry experience modified to reflect the Society’s emerging 
experience if appropriate. 

(ii) Expenses: 

Amounts are included in insurance liabilities to provide for the cost of administering 
incurred claims. Where applicable, allowances for future expenses are based on Society 
experience projected into the future with an allowance for inflation consistent with the 
investment yield. 

(iii) Investment yields: 

The amount and timing of cash flows arising from both the insurance liabilities and the 
assets supporting them are projected. These cash flows are combined with reinvestment 
rates, derived from the current economic outlook and the Society’s investment policy, to 
establish expected rates of return for all future years, including reasonable provisions for 
asset default. 

(iv) Provision for adverse deviation: 

A margin is included in each assumption to recognize the uncertainty in establishing best 
estimate assumptions, to allow for possible deterioration in experience and to provide 
greater comfort that insurance liabilities are adequate to pay future benefits. A range of 
allowable margins is prescribed by the CIA. As the experience of future accounting 
periods emerges, any provision not required to cover adverse deviations will be included 
in income for that period. 
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25. Insurance risk management (continued): 

(c) Sensitivity to assumption changes: 

The table below show the sensitivity of net income if the significant assumptions were to 
change independently of each other without management action. 

Extended healthcare and dental contracts: 
 
  Change in  Change in net income  
Variable variable 2021 2020 
 
Morbidity +5%  $ (650) $ (729) 
Morbidity -5% 650 729 
Expenses +5% (24) (26) 
Expenses -5% 24 26  
 

 
(d) Concentration of insurance risk: 

All insurance risk exposures of the Society are geographically concentrated in 
British Columbia.  

 

26. Financial instrument risk management: 

The Society’s risk management policies are designed to identify and analyze risks, to set 
appropriate risk tolerance limits, and to monitor the risks and adherence to limits through the 
maintenance of a strong control environment and use of information systems. Financial 
instrument risk management is carried out by an Investment Committee which reports to the 
Society’s Board of Directors. The Board of Directors sets written policies for risk tolerance and 
overall risk management, and management reports to the Board of Directors on compliance with 
the risk management policies of the Society. A Statement of Investment Policies and Procedures 
(“SIPP”) and Investment Manager Mandates (“IMM”) are used to set overall risk tolerance. 

The Society is exposed to a range of financial risks through its financial instruments, including 
credit risk, liquidity risk and market risk (which is comprised of interest rate risk, currency risk and 
other price risk). 
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26. Financial instrument risk management (continued): 

(a) Credit risk: 

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an 
obligation it has entered into with the Society, resulting in a financial loss. 

The Society is exposed to credit risk principally through its cash and cash equivalents, fixed 
income securities, amounts due from reinsurers and trade and other receivables. The Society 
has policies to limit and monitor its exposure to individual issuers and classes of issuers of 
investment securities which do not carry the guarantee of a national or Canadian provincial 
government. The Society invests short-term surplus cash in guaranteed deposits with British 
Columbia credit unions and federally incorporated Canadian banks.  

The Society monitors its exposure in respect of receivables to ensure that credit is provided 
on normal commercial trade terms and to minimize the risk of any large concentration of 
credit risk. 

With regard to amounts due from reinsurers, the Society has policies to manage its exposure 
to individual reinsurers and it regularly reviews the creditworthiness of reinsurers with whom it 
transacts business. As at December 31, 2021, the Society’s reinsurers had a rating of a 
range between A and A+ (2020 – A and A+) or above based on AM Best ratings. 

At December 31, 2021 and 2020, the aging of trade and other receivables that were not 
impaired was as follows: 
 

  2021 2020 
 
Trade and other receivables: 

Current (outstanding 1 - 30 days) $ 15,693 $ 42,630 
Outstanding 31 - 60 days 33,350 4,453 
Outstanding 60+ days 3,697 2,058 
  52,740 49,141 

 
Allowance for doubtful accounts (32) (2,104) 
Accounts receivable - Other 19,897  11,558  
 
  $ 72,605 $ 58,595  
 

49



PBC HEALTH BENEFITS SOCIETY 
(Operating as Pacific Blue Cross) 
 
Notes to Consolidated Financial Statements 
(Tabular amounts expressed in thousands of dollars, unless otherwise indicated) 
 
Year ended December 31, 2021 
 
 

41 

26. Financial instrument risk management (continued): 

(a) Credit risk (continued): 

The Society’s maximum exposure to credit risk is summarized below: 
 

  2021 2020 
 
Cash and cash equivalents $ 63,416 $ 158,058 
Trade and other receivables 72,605 58,595 
Fixed income securities 1,658 1,546 
Amounts due from reinsurers 226 226 
 
  $ 137,905 $ 218,425 
 
Details concerning the credit quality of financial instruments held are described in the 
following tables. 
 
      Not 
2021 AAA AA A BBB rated Total 
 
Cash and cash equivalents $ - $ - $ - $ - $ 63,416 $ 63,416 
Trade and other receivables - - - - 72,605 72,605 
Fixed income securities - - - - 1,658 1,658 
Amounts due from reinsurers - - 226 - - 266 
 
  $ - $ - $ 226 $ - $ 137,679 $ 137,905 
 
 
      Not 
2020 AAA AA A BBB rated Total 
 
Cash and cash equivalents $ - $ - $ - $ - $ 158,058 $  158,058 
Trade and other receivables - - - - 58,595 58,595 
Fixed income securities - - - - 1,546 1,546 
Amounts due from reinsurers - - 226 - - 226 
 
  $ - $ - $ 226 $ - $ 218,199 $ 218,425 
 
In addition to direct credit risk as described above, the Society is subject to indirect credit risk 
through its investments in fixed income pooled funds. 
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26. Financial instrument risk management (continued): 

(b) Liquidity risk: 

Liquidity risk is the risk that the Society will encounter difficulty in meeting obligations 
associated with financial liabilities. Liquidity management involves maintaining sufficient cash 
and marketable securities or an adequate amount of funding to meet financial obligations as 
they come due. If the Society fails to anticipate the medium and long-term cash demands of 
its products and operations and/or the potential for variances arising from economic and 
regulatory changes, this could result in a risk of the Society having insufficient cash to meet 
its contractual obligations to policyholders, brokers, reinsurers, claimants or creditors. The 
Society has implemented policies and procedures to mitigate risks associated with liquidity 
management. These policies and procedures contribute to prudent and sound management 
of all aspects of liquidity. 

Management monitors rolling forecasts of the Society’s cash flows and liquid assets on the 
basis of expected cash flows.  

The Society’s financial liabilities, which are comprised principally of trade and other payables, 
have a maturity of one year or less. The Society’s PBC CUPE 1816 Joint Trust Provision has 
a maturity of 5 years. 

(c) Market risk: 

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest 
rates and equity prices, will affect the Society’s income or the value of its holdings of financial 
instruments. The objective of market risk management is to manage and control market risk 
exposures within acceptable parameters, while optimizing the return.  

(i) Interest rate risk: 

Interest rate risk is the risk that the fair value or cash flows of financial instruments will 
fluctuate as a result of changes in market interest rates. The Society has direct exposure 
to interest rate risk primarily through its investment in fixed income securities. 

The immediate impact on the fair value of fixed income securities of a 1% change in 
interest rates would be approximately $16,580 (2019 - $15,460). 

In addition, the Society is exposed to indirect interest rate primarily through its 
investments in fixed income pooled funds. 
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26. Financial instrument risk management (continued): 

(c) Market risk (continued): 

(ii) Currency risk: 

Currency risk is the risk that the fair value of financial instruments denominated in 
currencies other than the Canadian dollar will fluctuate due to changes in foreign 
currency risks. The Society is not directly exposed to currency risk as its services and 
transaction activity are conducted in Canadian dollars. However, the Society may be 
indirectly exposed to fluctuations in US and other foreign currency movements through its 
investments in pooled investment funds which invest in assets denominated in US dollars 
and other foreign currency.  

(iii) Other price risk: 

Other price risk is the risk that the fair value of the financial instruments will fluctuate as a 
result of changes in market prices, other than these arising from interest rate risk or 
currency risk, whether caused by factors specific to an individual investment or its issuer 
or factors affecting all instruments traded in the market. 

Other price risk is managed by holding a diversified portfolio of investments and with the 
assistance of professional advisors. Furthermore, risk tolerance limits and concentration 
limits are formally set out in the Society’s SIPP. 

The immediate impact on of a 1% increase or decrease in the relevant benchmark 
indices associated with the Society’s investments would be approximately $347,000 
(2020 - $310,000) with all other variables held constant and assuming the Society’s 
instruments moved according to historical correlation with relevant benchmark indices.  

As a result of the COVID-19 pandemic, there has been significant volatility and 
uncertainty in equity prices. The duration and impact of the COVID-19 outbreak is 
unknown at this time. 
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27. Fair value of financial instruments: 

(a) Measurement of fair values: 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in 
an orderly transaction between market participants at the measurement date. All fair value 
measurements relate to recurring measurements. Fair value measurements for investments 
are categorized into levels within a fair value hierarchy based on the nature of the valuation 
inputs (Level 1, 2 or 3). 

The three levels are based on the priority of inputs to the respective valuation technique. The 
fair value hierarchy gives the highest priority to quoted prices in active markets for identical 
assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). An 
asset’s or liability’s classification within the fair value hierarchy is based on the lowest level of 
significant input to its valuation. 

The input levels are defined as follows: 

Level 1:  Unadjusted quoted prices in active markets for identical assets or liabilities. 

The Society defines active markets based on the frequency of valuation and any 
restrictions or illiquidity on disposition of the underlying investment and trading 
volumes. Assets measured at fair value and classified as Level 1 include Canadian 
and US common shares. Fair value is based on market price data for identical 
assets obtained from the investment custodian, investment managers or dealer 
markets. The Society does not adjust the quoted price for such investments. 

Level 2:  Quoted prices in markets that are not active or inputs that are observable either 
directly (i.e., as prices) or indirectly (i.e., derived from prices). 

Level 2 inputs include observable market information, including quoted prices for 
assets in markets that are considered less active. Assets measured at fair value 
and classified as Level 2 include short-term investments, bonds and pooled funds. 
Fair value for short-term investments and bonds is based on or derived from 
market price data for same or similar instruments obtained from the investment 
custodian, investment managers or dealer markets. Fair value for the pooled funds 
is determined based on the net asset value of the funds. 
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27. Fair value of financial instruments: 

(a) Measurement of fair values (continued): 

Level 3: Unobservable inputs that are supported by little or no market activity and are 
significant to the estimated fair value of the assets or liabilities. 

Level 3 assets and liabilities would include financial instruments whose values are 
determined using internal pricing models, discounted cash flows methodologies, or 
similar techniques that are not based on observable market data, as well as 
instruments for which the determination of estimated fair value requires significant 
management judgment or estimation. The Society’s finance department is 
responsible for reviewing the basis of the valuation of fair value measurements of 
Level 3 investments. The valuation processes and results for recurring 
measurements are reviewed and monitored by the Chief Financial and Investment 
Officer (“CFO”) at least once every quarter, in line with the Society’s quarterly 
reporting dates. The valuation processes and results for non-recurring 
measurements are reviewed and approved by the CFO in the quarter in which the 
measurement occurs. All Level 3 valuation results are discussed with the Audit 
Committee as part of its review of the Society’s consolidated financial statements. 
Currently the Society’s only Level 3 investments consist of closed ended real 
estate pooled funds for which there is no observed trading activity. Fair value of 
these closed ended pooled funds is based on the respective fund’s net asset value 
as reported by the fund’s manager. 

The tables below analyze financial instruments measured at fair value at the reporting date 
by the level in the fair value hierarchy into which the fair value measurement is categorized. 
The amounts are based on the values recognized in the consolidated statement of financial 
position. All fair value measurements below are recurring. 

Financial assets at fair value as at December 31, 2021: 
 
 Level 1 Level 2 Level 3 Total 
 
Fixed income pooled funds $ - $ 213,360 $ - $ 213,360 
Equity pooled funds - 34,713 - 34,713 
Real estate pooled funds - 53,901 28,208 82,109 
Fixed income securities  - 1,658 - 1,658 
 
 $ - $ 303,632 $ 28,208 $ 331,840 
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27. Fair value of financial instruments: 

(a) Measurement of fair values (continued): 

Financial assets at fair value as at December 31, 2020: 
 
 Level 1 Level 2 Level 3 Total 
 
Fixed income pooled funds  $ - $ 158,908 $ - $ 158,908 
Equity pooled funds - 30,954 - 30,954 
Real estate pooled funds - 52,953 25,213 78,166 
Fixed income securities  - 1,546 - 1,546 
 
 $ - $ 244,361 $ 25,213 $ 269,574 
 
During 2021 and 2020, there were no significant transfers of investments between the three 
levels of the hierarchy. 

(b) Reconciliation of Level 3 fair values: 

The following table shows a reconciliation from the opening balances to the closing balances 
for Level 3 fair values: 
 
  2021 2020 
 
Opening balance $ 25,213 $ 16,777 
Total gains (losses) recognized in net income 3,360 (446) 
Purchases (sales) (365) 8,882  
 
Closing balance $ 28,208 $ 25,213  
 
Total unrealized gains (losses) relating to financial 

assets held at December 31 $ 2,086 $ (903) 
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27. Fair value of financial instruments (continued): 

(c) Significant unobservable inputs used in measuring fair value: 

The table below sets out information about significant unobservable inputs used in measuring 
the fair value of Level 3 financial instruments in the fair value hierarchy as at December 31: 
 
      Sensitivity 
      to change 
      in significant 
  Fair Valuation Unobservable  unobservable 
2021 value technique input Amount input 
 
Real estate pooled funds $ 28,208 Unadjusted Net asset $ 28,208 The estimated 

   net asset value   fair value 
   value    would increase 
       (decrease) if the 
       respective fund’s 
       net asset value 
       was higher (lower) 

 

 
 
      Sensitivity 
      to change 
      in significant 
  Fair Valuation Unobservable  unobservable 
2020 value technique input Amount input 
 
Real estate pooled funds $ 25,213 Unadjusted Net asset $ 25,213 The estimated 
    net asset value   fair value 
    value    would increase 
       (decrease) if the 

      respective fund’s 
       net asset value 
       was higher (lower) 
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27. Fair value of financial instruments (continued): 

Net asset value: 

The Society values its investment in real estate pooled funds based on the latest available 
financial information provided by the respective fund managers, which is based on the net asset 
value of the respective fund as determined by its manager. 

The real estate funds are subject to redemption restrictions and accordingly, the Society is unable 
to dispose of the investee until the maturity or wind-up and liquidation of the respective investee. 
In such cases, it is the Society’s policy to categorize the investee as Level 3 within the fair value 
hierarchy. 

The following table shows the sensitivity of Level 3 measurements to reasonably possible 
favourable or unfavourable changes in the unobservable input. If the net asset value were to 
change by +/- 10%, the impact is outlined below:  
 

  Change in after-tax income  
 Favourable Unfavourable 
 changes changes 
 

At December 31, 2021 $ 2,821 $ (2,821) 
At December 31, 2020  2,521  (2,521) 
 

 

28. Capital disclosure: 

The Society’s capital objective is to manage its capital to provide an available and effective 
resource to support business activities. Additional objectives include maintaining safety and 
stability by ensuring capital is adequate to reduce risk exposure in a variety of situations, and that 
sufficient capital exists for future needs and strategic initiatives and to satisfy expectations of 
members. 

The Society has implemented the Office of the Superintendent of Financial Institutions (“OSFI”) 
guideline on Own Risk Solvency Assessment (“ORSA”). As a result, the Society has in place an 
Enterprise Risk Management Policy (“ERMP”), a Risk Appetite Policy (“RAP”) and a Risk 
Management Committee (“RMC”) which reports quarterly to the Board of Directors via the Risk 
Committee on all risk-related matters and has in place a Chief Risk and Compliance Officer 
(“CCRO”). The Society also has expanded scenarios under Financial Condition Testing (“FCT”) to 
others deemed appropriate by the Board and management. 
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28. Capital disclosure (continued): 

The Society is externally regulated by the BC Financial Services Authority (“BCFSA”). The 
Society reports quarterly to the regulatory agency. The regulatory agency imposes capital 
adequacy requirements through its Life Insurance Capital Adequacy Test (“LICAT”). The 
guidelines establishes a supervisory target total ratio of 100% and a supervisory target core ratio 
of 70%. The Society maintains a Capital Risk Management Policy to ensure objectives are met 
and capital is managed above target ratios of the LICAT. As at December 31, 2021 and 2020, the 
Society meets the regulatory capital requirements.  

The Society manages its capital by maintaining an investment portfolio to match its insurance 
liabilities where appropriate. The other investments are targeted for business growth. The SIPP 
requires high quality investments and the investment portfolio be presented to the Investment 
Committee of the Board. 

 

To view the LICAT Ratios Public Disclosure Summary, please visit: https://www.pac.bluecross.ca/company/licat
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