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A MESSAGE FROM THE CHAIR

“I can make a difference” 
has become a powerful way 
for Pacific Blue Cross staff and 
management to affirm that 
everyone in the organization 
contributes to its success. 
Like the staff and leadership, our board of directors is also inspired 
by this mantra. All of the directors are committed to providing 
outstanding governance for this organization. We make a 
difference by:

Prioritizing long-term planning:  1. 
We want Pacific Blue Cross (PBC) to remain the provider of choice 
for the majority of British Columbia’s individuals and families. We 
will realize this vision by: determining what PBC needs to do in 
the next 5 years to remain relevant for the next 15 years; actively 
engaging with management to review and refine our strategic 
planning; and by continuing to focus on the overall sustainability 
of our organization. In 2010, these initiatives led to a closer 
working relationship with the BC Life board and the decision to 
integrate our audit and investment committees.
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Working according to a shared belief system:2.   
All of the members of our board believe that great service 
makes the difference in the quality of life for the members 
of PBC. All members of this board serve because they 
believe in this principle. Representation on the Board 
reflects a unique partnership founded on service, not 
shareholder profit. Three groups have representatives 
on the board: We have board members that represent 
the individuals and families that PBC serves; we have 
representatives elected from organizations that see access 
to health, dental and other benefits as an essential part 
of the well-being of working people; and finally, we have 
representatives of the health care professions who directly 
interact with our members. Around the board table, the 
directors are united in pursuing the best interests of PBC 
members.

Over the past few years, your Board of Directors has helped 
to make a difference. After the financial crisis of 2008, our 
long term strategy and united focus on service meant 
PBC survived the financial crisis intact. This year, 2010, 
PBC registered its largest-ever financial surplus thanks to 
especially strong investment returns. This surplus allows 
PBC to continue to invest in the information technology 
that will further differentiate our service delivery in the 
decade ahead and will provide the cushion needed to 
sustain PBC over the long-term as the benefit provider that 
makes a difference in our members’ lives.

The Board is inspired by the dedication of the 
management and staff for all they do for this 
organization—they are truly making a difference.  

Richard Taylor, Chair of the Board of Directors 
Pacific Blue Cross  
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A MESSAGE FROM THE PRESIDENT & CEO

Sometimes it’s an 
extraordinary event that 
makes the difference, and 
other times it’s the steady 
attention paid to detail 
and strategy that creates 
prosperity.
After experiencing the surreal power of the Olympics in 
Vancouver, I can say without hesitation that Pacific Blue Cross’ 
success in 2010 was much more a reflection of the latter.  

Admittedly, this is the more cautious route towards 
greatness, but I am proud of our diligence. 2010 was a year 
when our nose-to-the-grindstone work ethic paid off. We 
remained true to our strategy: To ensure our continued 
prosperity.

Let me begin by thanking the difference makers: the people 
of our organization. They are the ones who managed and 
implemented projects, internalized our corporate strategy, 
and worked many hours to ensure our success.  I am 
particularly grateful that they did all this while maintaining  
or surpassing the already exceptional service provided to 
our members, clients and communities.

In 2010, we exceeded financial expectations and 
generated our largest-ever surplus. While the bulk 
of our surplus was driven by a repositioning of our 
investment portfolio and a drop in claims during the 
Olympic games, we also saw positive growth for our 
group and individual plan business. 

One of the areas where we saw remarkable commitment 
was on the technology front. It was a milestone year for 
our Information Technology department. In 2010, we 
launched the first phase of our new core system for life and 
disability. This system, as well as those for underwriting and 
for individual plans, will take us to the cusp of a new era for 
our business. By 2013, when we launch our new health and 
dental system, we will no longer be held back by legacy 

systems as our oldest technology will be no older than six 
years. We have every reason to expect that this will deliver a 
better experience for our members and clients. 

It is with member needs in mind that we launched a new 
website in the summer of 2010, an informative member 
newsletter in October 2010 and e-claims in January 2011. 
All three initiatives have helped explain and simplify 
the claims process, and all have been received with 
enthusiasm.

We remained steadfast advocates for our clients and 
advisors, and took an active role in supporting the 
development of the BC government pharmacy agreement  
to ensure it  would benefit employers and private citizens. 

In terms of our community connection, we added two 
million dollars to our Foundation. We also supported British 
Columbians to tell their story of mental illness and recovery 
as part of our strategy to help address the stigma. These 
stories culminated in our 2011 Difference Makers calendar, 
which we launched with our community partner, the 
Canadian Mental Health Association’s BC Division. As with 
many things, we took inspiration from the Olympics, and 
more specifically Rick Hansen’s many tributes to Olympic 
athletes. We also got behind Michael Schratter, a teacher 
and PBC member, who left Vancouver to cycle the globe to 
help fight the stigma of mental illness one pedal at a time. 
In 2011, we look forward to his safe return.

Our green initiatives resulted in an 11% reduction in the gas 
consumed to heat our building, a 9% reduction in paper 
used and a 13% reduction in the waste sent to landfills.

Looking ahead, I envision a year of reinvestment in 
the many people who have dedicated their working 
days to helping create a sustainable organization. In early 
2011, I began mentoring 30 leaders and aspiring leaders 
at Pacific Blue Cross. I believe that a strong organization 
can promote from within and I am committed to creating 
opportunities to help our employees progress in their careers. 

As you can imagine, I launched this program with the intent 
to mentor a dozen or so employees but was astounded by 
the 56 applicants. What this tells me is that my colleagues 
want to build their careers at Pacific Blue Cross. I was 
reassured to know that we share this common goal.
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I am also committed to strengthening the communities 
in which we live. By the time 2011 comes to a close, I will 
present to you the Pacific Blue Cross Foundation together 
with a sound governance structure and a Board of Directors 
to oversee its activities. The Foundation will allow us to 
build on our current community connection framework and 
increase our capacity to positively impact health outcomes 
for British Columbians. 

And while I remain optimistic about the future, I remain 
cognizant that the big questions of our time and place 
remain unanswered. We continue to watch a health 
care system struggling with the financial demands of 
responding to the needs of an aging and changing 
population. In 2011, we will see more clearly how the 
Pharmacy Agreement will play out: Will the agreement 
result in notable cost decreases both for Pharmacare and 
the supplementary plans offered by PBC?

I am optimistic about our ability to partner with our 
clients, members and communities to find answers and 
affect positive change. I am proud of Pacific Blue Cross’ 
solid performance over the past few years, and feel 
confident that we have created a strong service capability 
and solid balance sheet that will see us through difficult 
times ahead whenever they may occur. I am invigorated 
by the research and plans that are being presented to me 

by our technology and product developments teams. I 
feel satisfied that the work we have done to make our 
organization more efficient will translate into exciting 
benefits for our members in the future. 

It might not be the Olympics, but we will work towards 
making a difference one step at a time. 

 

Ken Martin, President & CEO 
Pacific Blue Cross
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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 Canadian 
generally accepted accounting principles, include 
amounts based on estimates and judgements. 
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 safeguarded and reliable 
financial records are maintained. This system 
includes written policies and procedures, an 
organizational structure that segregates duties and 
a program of periodic audits by internal auditors.

The Appointed Actuary is appointed by the Board 
of Directors to carry out an annual valuation of 
the policy liabilities. In performing this valuation, 
the Appointed Actuary makes assumptions as 
to future rates of interest, mortality, morbidity, 
expenses, inflation, reinsurance recoveries, and 
other contingencies, taking into account the 
circumstances of the Society and the policies 
in force. The Appointed Actuary is responsible 
for ensuring that these assumptions and the 
methods for the valuation of policy 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 policy 
liabilities at the balance sheet date to meet all 
policyholder obligations of PBC Health Benefits 
Society. 

PricewaterhouseCoopers 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 Canadian 
generally accepted accounting principles. 

The Appointed Actuary and independent auditor 
may consider each other’s work in discharging 
their respective responsibilities.

The Board of Directors has 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.

John Crawford, CA 
Senior Vice President & Chief Financial Officer
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Appointed Actuary’s Report
February 24, 2011

To the members of PBC Health Benefits Society:

I have valued the policy liabilities of PBC Health 
Benefits Society for its consolidated balance sheet 
at December 31, 2010 and their change in the 
statement of operations for the year then ended, 
in accordance with accepted actuarial practice, 
including selection of appropriate assumptions  
and methods.

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

Wendy Harrison, FCIA 
Eckler Ltd  
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Independent Auditor’s Report
February 24, 2011

Chartered Accountants,  
250 Howe Street, Suite 700, Vancouver, BC V6C 3S7
PricewaterhouseCoopers refers to the Canadian firm of PricewaterhouseCoopers LLP and the other member firms 
of PricewaterhouseCoopers International Limited, each of which is a separate and independent legal entity.

To the members of PBC Health Benefits Society:

We have audited the accompanying consolidated 
financial statements of PBC Health Benefits Society 
(operating as Pacific Blue Cross) and its subsidiaries, 
which comprise the consolidated balance sheet as at 
December 31, 2010, the consolidated statements of 
changes in net assets, operations and cash flows for 
the year then ended, and the related notes including 
a summary of significant accounting polices.

Management's responsibility for the consolidated 
financial statements
Management is responsible for the preparation and 
fair presentation of these consolidated financial 
statements in accordance with Canadian generally 
accepted accounting principles and for such internal 
control as management determines is necessary 
to enable the preparation of consolidated financial 
statements that are free from material misstatement, 
whether due to fraud or error.

Auditor’s responsibility
Our responsibility is to express an opinion on these 
consolidated financial statements based on our 
audit. We conducted our audit in accordance with 
Canadian generally accepted auditing standards. 
Those standards require that we comply with 
ethical requirements and plan and perform the 
audit to obtain reasonable assurance about 
whether the consolidated financial statements are 
free from material misstatement.

An audit involves performing procedures to obtain 
audit evidence about the amounts and disclosures 
in the consolidated financial statements. The 
procedures selected depend on the auditor's 
judgment, including the assessment of the risks of 
material misstatement of the consolidated financial 
statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers 
internal control relevant to the entity’s preparation 
and fair presentation of the consolidated financial 
statements 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 entity’s internal control. An 
audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness 
of accounting estimates made by management, as 
well as evaluating the overall presentation of the 
consolidated financial statements.

We believe that the audit evidence we have obtained 
is sufficient and appropriate to provide a basis for our 
audit opinion.

Opinion
In our opinion, the consolidated financial statements 
present fairly, in all material respects, the financial 
position of PBC Health Benefits Society and its 
subsidiaries as at December 31, 2010 and their 
financial performance and cash flows for the year 
then ended in accordance with Canadian generally 
accepted accounting principles.
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Richard Taylor 
Chair of the Board of Directors

Gerry Smith, Director 
Chair, Joint Audit Committee

Consolidated Balance Sheet
As at December 31, 2010 (in thousands of dollars)

2010 2009

Assets $ $

Cash and cash equivalents (note 3) 26,100 39,617

Investments (note 3) 276,506 243,937

Receivable from members 26,610 24,411

Amounts due from reinsurers (notes 4 and 7) 56,248 53,669

Accrued interest and other receivables 486 289

Income tax recoverable 790 —

Prepaid expenses 3,155 2,979

Premises and equipment (note 5) 5,608 6,125

Claims processing software (note 6) 40,692 29,637

Future income taxes 369 317

436,564 400,981

Liabilities
Outstanding cheques 31,100 30,400

Accounts payable and accrued liabilities (note 11) 107,493 100,367

Liability for unpaid and unreported claims (note 7) 105,242 101,235

Members’ deposits 38,283 39,037

Members’ dues received in advance 6,644 6,050

Income taxes payable — 1,944

Deferred gain on sale of building (note 8) 2,644 2,934

291,406 281,967

Net assets
Investment in premises, equipment and claims processing software 46,300 35,762

Stabilization account (note 2) 82,792 78,550

Internally restricted foundation fund (note 2) 6,000 4,000

Accumulated other comprehensive income (loss) 10,066 702

145,158 119,014

436,564 400,981

Commitments (note 10)

Contingencies (note 13)

Approved by the Board of Directors

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated Statement of Changes In Net Assets
for the year ended December 31, 2010 (in thousands of dollars)

Investment in  
premises, 

equipment 
and claims 
processing 

software
Stabilization 

account

Internally 
restricted 

foundation 
fund

Accumulated 
other 

comprehensive 
income (loss) Total

$ $ $ $ $

Balance – December 31, 2008 25,392 79,135 3,000 (20,317) 87,210

Excess of revenue over expenses for the year — 10,785 — — 10,785

Amortization (3,080) 3,080 — — —

Loss on disposal of premises and equipment (1) 1 — — —

Net additions of premises and equipment 13,452 (13,452) — — —

Transfer to internally restricted foundation fund — (1,000) 1,000 — —

Change in accumulated other comprehensive 
income — — — 21,019 21,019

Balance – December 31, 2009 35,762 78,550 4,000 702 119,014

Excess of revenue over expenses for the year — 16,781 — — 16,781

Amortization (4,048) 4,048 — — —

Loss on disposal of premises and equipment (2) 2 — — —

Net additions of premises and equipment 14,588 (14,588) — — —

Transfer to internally restricted foundation fund — (2,000) 2,000 — —

Change in accumulated other comprehensive 
income — — — 9,364 9,364

Balance – December 31, 2010 46,300 82,792 6,000 10,066 145,158

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated Statement of Operations
for the year ended December 31, 2010 (in thousands of dollars)

2010

$
2009

$

Billings processed (note 2) 1,209,860 1,197,798

Revenue

Members’ dues earned from prepaid health plans 238,342 238,231

Fees from self-insured plans 35,226 35,783

Total revenue 273,568 274,014

Premiums ceded to reinsurers (17,017) (15,810)

256,551 258,204

Commission from reinsurers 3,214 2,755

Other income 1,256 1,294

261,021 262,253

Expenses

Members’ claims (note 7) 170,233 174,789

Administration (note 8) 75,377 70,926

Commissions and premium taxes 9,048 9,773

Amortization 4,048 3,080

258,706 258,568

Excess of revenue over expenses before net investment income 2,315 3,685

Net investment income (note 3) 15,928 8,170

Excess of revenue over expenses before income taxes 18,243 11,855

Provision for (recovery of ) income taxes 

Current 1,514 659

Future (52) 411

1,462 1,070

Excess of revenue over expenses for the year 16,781 10,785

The accompanying notes form an integral part of these consolidated financial statements.



10 / Pacific Blue Cross Annual Report 2010

Consolidated Statement of Cash Flows
for the year ended December 31, 2010 (in thousands of dollars)

2010

$
2009

$
Cash flows from operating activities
Excess of revenue over expenses for the year 16,781 10,785

Adjustments for

Amortization 4,048 3,080
(Gain) / Loss on sale of investments — net (11,080) 1,074
Loss on disposal of premises and equipment 2 1
Amortization of premiums/discounts on fixed-term investments 157 253
Amortization of deferred gain on sale of building (290) (269)
(Gain) / Loss on foreign exchange on sale of investments (50) 26
Tax accrual on unrealised movement gains 107 (520)
Other than temporary impairment of investments 4,031 1,096
Future income taxes (53) 411

13,653 15,937

Changes in non-cash working capital
Receivable from members (2,194) 2,989
Amounts due from reinsurers (2,579) 2,718
Accrued interest and other receivables (199) (1,412)
Income taxes (2,734) 1,509
Prepaid expenses (176) 981
Accounts payable and accrued liabilities 7,123 947
Liability for unpaid and unreported claims 4,007 (779)
Members’ deposits (754) 5,838
Members’ dues received in advance 594 1,066

3,088 13,857

16,741 29,794

Cash flows from investing activities
Proceeds from sale of investments 274,730 87,774
Purchase of investments (291,100) (94,428)
Purchase of premises, equipment and claims processing software (14,588) (13,452)

(30,958) (20,106)

Increase (decrease) in cash and cash equivalents (14,217) 9,688

Cash and cash equivalents (deficit) — Beginning of year 9,217 (471)

Cash and cash equivalents (deficit) — End of year (5,000) 9,217

Represented by:
Cash and cash equivalents 13,410 16,893
Short—term investments 12,690 22,724
Outstanding cheques (31,100) (30,400)

(5,000) 9,217

Supplementary cash flow information
Income taxes paid (received) 4,141 (330)
Interest paid 454 372

The accompanying notes form an integral part of these consolidated financial statements.
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Background1. 
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). The Society is a not-for-profit 
organization and is engaged in the business of providing extended health and dental benefits to its members. Through its 
wholly owned subsidiary, British Columbia Life & Casualty Company (BC Life), the Society provides life and accidental death 
and dismemberment (AD&D) insurance; short-term and long-term disability coverage; and critical illness coverage; individual 
life; trip cancellation; and baggage insurance. The Society is registered under the Income Tax Act as a not-for-profit society 
and, as such, is exempt from income tax. BC Life, which is incorporated under the British Columbia Life & Casualty Company 
Act of 1958, is subject to federal and provincial income taxes.

Summary of significant accounting policies2. 

Basis of presentation
These financial statements have been prepared in accordance with Canadian generally accepted accounting principles.

Basis of consolidation
The financial statements of BC Life and MSA Business Services Ltd. (an inactive wholly owned subsidiary) have been 
consolidated with those of the Society.

Fund accounting
The Society maintains its financial statements in accordance with the principles of fund accounting as designated by the 
Board of Directors. Resources are classified for accounting and reporting purposes into funds according to the activity or 
objective specified.

The investment in premises, equipment and claims processing software relates to funds invested in the Society's premises, 
equipment and claims processing software.

The stabilization account reports the operating activities of the Society and its subsidiaries.

During 2007, an internally restricted fund was 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 to be determined by the Board of Directors. During 2010, an 
additional $2 million was designated for this fund.

Accumulated other comprehensive income (AOCI) reports the revenues, expenses, gains and losses that are recognized in 
comprehensive income but are excluded from the statement of operations.

Billings processed
Billings processed represent all billings rendered by the Society and its wholly owned subsidiary.

Cash and cash equivalents 
Cash and cash equivalents consist of cash on hand, balances with banks, investments in short-term money market 
instruments with original terms of less than three months and short-term callable deposits.

Financial Instruments 
All financial assets are classified as held for trading (HFT), held-to-maturity (HTM), loans and receivables, or available-for-sale 
(AFS), and all financial liabilities, other than actuarial liabilities, are classified as held-for-trading or other financial liabilities. 
Financial instruments classified as held-for-trading are measured at fair value with changes in fair value recognized in net 
income. Financial assets classified as held-to-maturity or as loans and receivables and other financial liabilities are measured 
at amortized cost using the effective interest method. Available-for-sale financial assets are measured at fair value with 
changes in unrealised gains and losses recognized in AOCI, a component of net assets.

The fair value of financial instruments traded in active markets is based on quoted market prices at the balance sheet date. 
The quoted market price used for financial assets is the current bid price.  The fair value of investments in funds is based upon 
the net assets values provided to management from funds investment managers. The carrying value less provisions of trade 
receivables and payables are assumed to approximate their fair values. The fair value of claims reserves and re-insurance 
recoveries is not disclosed as it is not practicable to determine.

Revenue recognition
Members dues earned from prepaid health plans are recognized on a billed and/or reported basis. Fees from self-insured 
plans are recognized as administration fees charged.

Premiums ceded to reinsurers, and commissions from reinsurers, are recognized at the time the related premium income is 
earned.

Notes to Consolidated Financial Statements
for the year ended December 31, 2010 (in thousands of dollars)
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Other income
Other income is from sources not related to benefit payments. It includes fees for third party administration services.

Foreign currency
Foreign currency investments are initially translated at exchange rates at the date of purchase. Foreign currency movements 
on available-for-sale financial instruments are translated using exchange rates in effect at the balance sheet date with 
increases (decreases) in unrealised gains (losses) recorded through AOCI until realised. Other assets and liabilities considered 
to be monetary items are translated at exchange rates in effect at the balance sheet date with realised gains and losses and 
unrealised gains and losses arising from translation included in income. Revenue and expenses are translated using average 
monthly exchange rates.

Forward foreign currency contracts
The Society's investment managers periodically use derivative financial instruments to hedge the exposure to US currency 
fluctuations in investments. A derivative financial instrument derives its value from the value of other financial instruments. 
The only derivative financial instruments used by the Society are forward foreign currency contracts.

A forward currency contract is an agreement between two parties to buy and sell a currency at a set price on a future date. 
The fair value of a foreign currency contract fluctuates with changes in forward currency rates. Forward currency contracts are 
recorded at their fair value as of the year-end date and changes in fair value are recorded by the Society as a change in the 
statement of operations. Realised gains or losses equal to the difference between the value of the contract at the time it was 
opened and the value at the time it was closed are recorded in net investment income upon delivery or receipt of the contract. 

Investments
The Society's investment portfolio is designated as available-for-sale. Purchases and sales of investments are accounted for on 
a trade date basis.

These investments are recorded at fair value with changes in fair value recorded as movements in unrealised gains and losses 
in AOCI. Realised gains and losses are reclassified from AOCI and recorded in the statement of operations. Dividends received 
are recorded in net investment income. Transaction costs related to the purchase of equity investments are expensed at the 
date of purchase. Interest income earned is recorded in net investment income. Premiums related to the purchase of bonds 
are recorded as part of the carrying value of bonds at the date of purchase and amortized using the effective interest method.

The investment portfolio is tested for impairment on an annual basis. When there is objective evidence that an available-for-
sale investment is impaired and the decline in value is considered other than temporary, the unrealised loss accumulated in 
AOCI is reclassified to net investment income. Once an impairment loss is recorded to income it is not reversed. Following 
impairment loss recognition, these assets will continue to be recorded at fair value with changes in fair value recorded 
to AOCI, and tested for further impairment. Objective evidence of impairment includes financial difficulty of the issuer, 
bankruptcy or defaults, delinquency in payments of interest or principal, or a significant or prolonged decline in the fair value 
of the investment below cost.

Short-term investments 
Short-term investments have a maturity of less than one year and are designated as held-for-trading. Interest income earned 
is recorded in net investment income in the statement of operations.

Amounts due from reinsurers
Amounts due from reinsurers consist of amounts receivable and amounts recoverable from reinsurers. Amounts receivable 
represent claims filed with reinsurers, awaiting payment. Amounts recoverable represent the actuarially determined estimate 
of the portion of the liability for unpaid and unreported claims that would be recoverable from the reinsurer under the 
Society's reinsurance agreement with the reinsurer. Changes in amounts recoverable from reinsurers during the year are 
included with claims incurred on the statement of operations on a net basis.

The Society reflects reinsurance balances on the balance sheet on a gross basis to indicate the extent of credit risk related to 
reinsurance and its obligation to policyholders and on a net basis in the statement of operations to indicate the results of its 
retention of premiums written.

Premises, equipment and claims processing software
Premises, equipment and claims processing software are recorded at cost less accumulated amortization.

Amortization is charged annually on a straight-line basis at the following rates:

Leasehold improvements  term of lease
Furniture and equipment (including computer hardware)  10% – 33 1/3%
Computer software  33 1/3% – 100%
Individual plan administrative system  10%
Administration claims enrolment system  10%

Amortization is not currently recorded on all of the individual plan administrative system or administration claim enrolment 
system as the assets are still in the course of construction and are not yet available for use.
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Liability for unpaid and unreported claims
The liability for unpaid and unreported claims has been based on historical experience and the business in force. Provision 
is made for adjustment expenses and for changes in reported claims. The process for estimating claims liabilities involves 
projecting future benefit payment patterns, taking into consideration the consistency of the Society's claim handling 
procedures, and historical delays in reporting claims. In general, the longer the term required for settlement of claims, the 
more variable the estimates become.

As the liability for unpaid and unreported claims is an estimate subject to variability, and the variability could be material in 
the near term, the Society includes a Provision for Adverse Deviations (PfADs). These PfADs are calculated in accordance with 
accepted practice, and are within the range recommended by the Canadian Institute of Actuaries.

All changes in estimates are recorded in the statement of operations within members’ claims in the period in which the 
revised estimate is made.

The liability for unpaid and unreported claims is discounted, taking into account the time value of money, in accordance with 
accepted actuarial standards.

Pension plans and post-employment benefits
The Society accrues its obligations under employee benefit plans (including defined benefit pension plans and post-
employment benefits) and the related costs, net of plan assets (for funded plans) for defined benefit plans. The accrued 
benefit liabilities are included in accounts payable and accrued liabilities.

In 2000, the Society prospectively adopted the new Canadian Institute of Chartered Accountants (CICA) standards for 
employee future benefits. The resulting transitional asset and obligation are being amortized over the estimated remaining 
average service period of active employees expected to receive the benefits under the plans. For the purpose of calculating 
the expected return on plan assets, those assets are valued at fair value. The cost of the benefits under the plans is actuarially 
determined using the projected benefit method pro-rated on service and management's best estimate of expected plan 
performance (for funded plans), salary escalation, retirement years of employees, mortality and expected health care costs. 
The discount rate used to measure liabilities is derived from market rates as at the measurement date. Actuarial gains and 
losses determined as part of an actuarial valuation are recognized in the current period. Actuarial gains or losses determined 
on plan assets are recognized over the estimated remaining average service period of active employees.

Other plans are defined contribution plans and employer contributions are expensed when incurred.

Income taxes
The Society is not subject to income tax. Its wholly owned subsidiary BC Life follows the liability method of accounting for 
income taxes. Under this method of tax allocation, future income tax assets and liabilities are determined based on the 
difference between the financial reporting and tax bases of assets and liabilities and are measured using the substantively 
enacted tax rates and laws that are expected to be in effect in the periods in which the future income tax assets or liabilities 
are expected to be settled or realised.

Use of estimates
The preparation of financial statements in accordance with Canadian generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of certain assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of certain 
revenue and expenses during the year disclose major areas of estimate. Actual results could differ from these estimates. 
Significant areas involving the use of estimates include the liability for unpaid and unreported claims, amounts due from 
reinsurers, receivables from third party administrators, obligations for pension and post retirement benefits, provisions for 
doubtful accounts and other than temporary impairment of investments.

Comparative figures
Certain comparative figures have been reclassified to conform with the current year's financial statement presentation.

Future year change in accounting policy 
International Financial Reporting Standards

The CICA has issued a plan for publicly accountable enterprises to converge with International Financial Reporting Standards 
(IFRS) effective for fiscal periods beginning on or after January 1, 2011. The Society's transition date of January 1, 2011 will 
require restatement for comparative purposes of amounts reported by the Society for the year ending December 31, 2010. 
Management has established a plan to adopt IFRS in 2011 and has assigned resources to implement the plan.
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Cash and investments 3. 

2010 2009

Fair value
$

Fair value
$

Cash and cash equivalents 26,100 39,617
Fixed-term investments maturing in

Less than one year 222 213
One to five years 2,614 9,403
More than five years 2,493 40,156

Fixed income pooled funds 145,584 106,435
Total fixed-term investments 150,913 156,207
Real estate fund 25,521 —
Scanning equipment 135 —
Equity investments

Equities 70,190 63,330
Equity pooled funds 29,747 24,400

Total equity investments 99,937 87,730
Total investments 276,506 243,937
Total cash and investments 302,606 283,554

All investments have been classified as AFS securities and are recorded at fair values.

The amounts included in accumulated other comprehensive income as at December 31, 2010 are shown net of income tax 
recoveries (expense) as follows:

2010
$

2009
$

Cash and investments 10,297 1,041
Future income tax on fair value adjustment (231) (339)
Accumulated other comprehensive income - net of tax 10,066  702

Temporarily impaired available-for-sale assets

Management regularly reviews securities classified as available for sale for evidence of impairment. Factors considered 
in determining whether a loss is other than temporary include the length of time and extent to which fair value has been 
below cost, the financial condition and near-term prospects of the issuer with respect to debt securities, and the ability and 
intent to hold the investment for a period of time sufficient to allow for recovery. Management has conducted an evaluation 
of the portfolio and concluded that the unrealised losses on these securities are primarily due to market price fluctuations 
experienced during recent adverse market conditions in 2010. An impairment expense of $4,031 (2009 – $1,096) has been 
recorded in respect of investments identified as having an other than temporary decline in fair value. As the unrealised losses 
on other investments with a cost below their current fair value does not represent a significant or prolonged decline on any 
specific investment, management does not consider these securities to be other than temporarily impaired. Investments with 
a fair value less than amortized cost as of December 31 are as follows:

2010 2009

Fair value
$

Unrealised
 loss

$
Fair value

$

Unrealised
 loss

$
Fixed income investments 1,246 29 26,163 490
Fixed income pooled funds 143,275 2,156 60,457 1,193
Equities 12,731 1,022 18,063 2,683
Equity pooled funds 3,995 243 24,400 6,377

161,247 3,450 129,083 10,743
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Net investment income includes:

2010
$

2009
$

Investment income earned on

Fixed-term investments and fixed income pooled funds 7,993 9,523
Equities and equity pooled funds 1,896 1,549
Cash equivalents 369 355

Gain (loss) on sale of 

Fixed-term investments 10,186 999
Equities 894 (2,073)

Investment expenses (963) (851)
Interest paid to groups (416) (236)
Other than temporary impairment in investment portfolio (4,031) (1,096)

15,928 8,170

The effective annual interest rate of the fixed-term investment portfolio at December 31, 2010 was 2.84% (2009 – 4.21%).

Fair value hierarchy

The three levels of the fair value hierarchy are:

Level 1 — Unadjusted quoted prices in active market for identical assets or liabilities;

Level 2 — Inputs other than quoted prices that are observable for the asset or liability either directly or indirectly; and

Level 3 — Inputs that are not based on observable market data.

The following table illustrates the classification of the Society's financial instruments within the fair value hierarchy as at 
December 31, 2010.

Financial assets at fair value as at December 31, 2010

Level 1
$

Level 2
$

Level 3
$

Total
$

Cash and cash equivalents 26,100 — — 26,100
Equities 69,939 — — 69,939
Equity pooled funds — 29,747 — 29,747
Fixed income investments — 5,580 — 5,580
Fixed income pooled funds — 145,584 — 145,584
Real estate fund — — 25,521 25,521
Scanning equipment — — 135 135

96,039 180,911 25,656 302,606

Financial assets at fair value as at December 31, 2009

Level 1
$

Level 2
$

Level 3
$

Total
$

Cash and cash equivalents 39,617 — — 39,617
Equities 63,079 — — 63,079
Equity pooled funds — 24,400 — 24,400
Fixed income investments 49,772 251 — 50,023
Fixed income pooled funds — 106,435 — 106,435

152,468 131,086 — 283,554

Acquisitions to Level 3 were made during the current year. There were no disposals or transfers between levels.
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Amounts due from reinsurers 4. 
Amounts due from reinsurers consist of:

2010
$

2009
$

Amounts receivable from reinsurers 3,085 3,313
Amounts recoverable from reinsurers (note 7) 53,163 50,356

56,248 53,669

The Society has guidelines and a review process in place to ascertain the creditworthiness of the companies to which it cedes 
insurance. The Society places its life insurance related business with 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.

Premises and equipment 5. 

2010 2009

Cost
$

Accumulated
amortization

$
Net

$
Net

$
Leasehold improvements 6,725 3,608 3,117 3,469
Furniture and equipment (including 
computer hardware) 12,021 9,530 2,491 2,656

18,746 13,138 5,608 6,125

Amortization expense for the year was $1,044 (2009 $1,121). 

Claims processing software6. 

2010 2009

Cost
$

Accumulated
amortization

$
Net

$
Net

$
Computer software 23,556 23,106 450 1,206
Individual plan administrative system 5,861 888 4,973 4,591
Administration claim enrolment system 36,243 974 35,269 23,840

65,660 24,968 40,692 29,637

Amortization expense for the year was $3,004 (2009 $1,959).

Liability for unpaid and unreported claims 7. 
The expenditures on members' claims include an estimate for services performed and claims incurred but which have not 
been reported to or processed by the Society. This estimate is based on the results of an actuarial valuation performed in 
accordance with standards established by the Canadian Institute of Actuaries using data supplied by the Society. The actual 
amount of the Society's liability with respect to unpaid 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.

These contracts with reinsurers include provisions for claims experience adjustments, which are recognized by the Society 
once the amounts and timing of these adjustments are known.
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2010
$

2009
$

Change in reserve
Balance — Beginning of year 101,235 102,014
Normal changes due to business growth (276) (1,422)
Changes in assumptions

Change in interest rate 4,606 (29)
Change in other assumptions (323) 672

4,283 643
Balance — End of year 105,242 101,235

Role of the Appointed Actuary
The Appointed Actuary is appointed by the Board of Directors to carry out an annual valuation of policy liabilities. In 
performing the valuation, the Appointed Actuary makes assumptions as to future rates of interest, expenses, inflation, 
reissuance recoveries, and other contingencies taking into account circumstances of the Society and the policies in force. 
The Appointed Actuary is responsible for ensuring that these assumptions and the methods for the valuation of policy 
liabilities are in accordance with accepted actuarial practice, applicable legislation, and associated regulations, and is required 
to provide an opinion on the appropriateness of the policy liabilities at the balance sheet date to meet all policy holder 
obligations to the Society.

Deferred gain on sale of building 8. 
In 2004, the Society sold its land and building at 4250 Canada Way, Burnaby, BC, realizing a net gain of $4,269. The Society 
leased back the building for a 15-year term which includes two five-year renewal options.

The net gain on the sale was deferred and is being amortized over a 15-year term. The amount amortized to reduce operating 
expense is $290 for 2010 (2009 – $269).

2010
$

2009
$

Deferred gain 4,269 4,269
Accumulated amortization (1,625) (1,335)
Balance deferred at year-end 2,644 2,934

Funds held on behalf of members 9. 
As at December 31, 2010, $3,299 (2009 – $4,314) was held on behalf of self-insured groups to fund future claims and expenses. 
These funds are not included in the financial statements of the Society.

Commitments 10. 
The Society has commitments for operating leases relating to premises, equipment and contracts for software development. 
Future minimum annual payments are as follows:

$
2011 4,450
2012 2,706
2013 2,645
2014 3,207
2015 and beyond 14,349

The Society's bank has issued letters of credit for pension obligations in the amount of $1,780 (2009 – $1,880) which is secured 
by a charge over short-term securities.
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Pension plans and post-employment benefits 11. 
The Society sponsors contributory defined benefit plans 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 medical and dental benefits to eligible 
employees and dependants upon meeting certain requirements. The post-employment benefits are currently not funded.

Total cash payments for employee future benefits for 2010, consisting of cash contributed by the Society to its funded 
pension plan, cash payments directly to beneficiaries for unfunded post-employment benefit plans, and cash contributed to 
its defined contribution plan, were $3,072 (2009 – $2,979).

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, 2007, 
and the next required valuation will be as of December 31, 2010.  The valuation is not completed and a roll-forward of prior 
valuation was used for these financial statements.

Information regarding the pension plans and post-employment benefits is as follows:

Pension plans Post-employment benefits
2010

$
2009

$
2010

$
2009

$
Change in benefit obligation

Benefit obligation — Beginning of year 5,878 5,776 20,757 16,242
Actuarial adjustment 987 275 767 2,874
Interest cost 222 191 1,170 1,289
Current service cost 167 66 741 750
Benefits paid (424) (430) (448) (398)
Benefit obligation — End of year 6,830 5,878 22,987 20,757

Change in plan assets

Fair value of plan assets — Beginning of year 3,693 3,322 — —
Actual return on plan assets 377 519 — —
Employer contributions 200 282 — —
Benefits paid (424) (430) — —
Fair value of plan assets — End of year 3,846 3,693 — —

Net deficit status (2,984) (2,185) (22,987) (20,757)
Unamortized transitional obligation 27 32 557 669
Unamortized actuarial gain (390) (154) — —

Accrued benefit obligation (3,347) (2,307) (22,430) (20,088)

The Society’s net benefit plan expense (recovery) for the pension plans and post-employment benefits is as follows:

Pension plans Post-employment benefits
2010

$
2009

$
2010

$
2009

$
Current service cost 167 66 741 750
Interest cost 222 191 1,170 1,289
Expected return on plan assets (223) (206) — —
Amortization of transition obligation 5 5 112 112
Actuarial adjustment 987 275 767 2,874
Net expense 1,158  331 2,790 5,025

Pension plan assets consist of:

Percentage of plan assets
2010

%
2009

%
Balanced funds 100 100
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Weighted average assumptions as at December 31 are as follows:

Pension plans Post-employment benefits
2010

%
2009

%
2010

%
2009

%
Discount rate  5.50  7.00  5.50  6.50
Expected long-term rate of return on  
plan assets  5.00  5.00  n/a  n/a

Rate of compensation increase  1.50  3.00  n/a  n/a
Rate of medical cost trend  n/a  n/a  4.50  5.50

The transitional benefit obligation is being amortized over the average remaining service period of active employees 
expected to receive benefits under the post-employment benefits plan.

Financial instrument risk management 12. 
The Society’s risk management policies are designed to identify and analyse 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 Board of 
Directors. The Board sets written policies for risk tolerance and overall risk management and management report to the Board 
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. In addition, the Society maintains an Internal 
Audit function with responsibility for review of the overall control environment.

The Society is exposed to a range of financial risks through its financial assets, financial liabilities, reinsurance assets and 
insurance claims reserves. The most important components of these specific financial instrument risks are related to credit 
risk, market risk and liquidity risk, as described below. The key financial risk is that in the long-term the Society’s investment 
portfolio is not sufficient to fund its insurance obligations.

Credit risk
The Society is exposed to credit risk principally through its cash & cash equivalents, investment securities, balances receivable 
from policyholders and amounts due from reinsurers. 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 premiums and other receivables to 
ensure that credit is provided on normal commercial trade terms and to minimise the risk of any large concentration of credit 
risk. Premiums and other receivables have a short term to maturity and are not considered to represent a significant credit 
risk. The Society’s credit exposure to any one policyholder is monitored by management. The Society also has policies which 
manage its exposure to individual reinsurers and regularly reviews the creditworthiness of reinsurers with whom it transacts 
business. As at December 31, 2010, the Society’s reinsurers had a rating of A- or above based on AM Best ratings. The Society 
has no off-balance sheet exposures to credit risk. The Society’s maximum exposure to credit risk is summarized below:

2010
$

2009
$

Cash and cash equivalents 26,100 39,617
Fixed term investments and fixed income pooled funds 176,569 156,207
Premium and other receivables 27,096 24,637
Amounts due from reinsurers 56,248 53,669

286,013 274,130

There is a risk of the credit profile of specific investments changing over time and not meeting minimum quality requirements 
or defaulting and requiring action to mitigate losses. The Society has developed policies and procedures to mitigate the risk 
associated with credit ratings. Through the SIPP and IMM, the Society addresses each of the principles and requirements 
related to credit rating and credit risk management. The Society has a significant inherent exposure to changes in credit risk 
due to its reliance on fixed income investments and real estate fund. However management believes the exposure to material 
credit risk is unlikely through maintenance of a low credit risk fixed investment profile, despite current economic and market 
uncertainties.
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The carrying value of the Society’s fixed income investments as at December 31 is as follows:

2010
$ %

2009
$ %

Canadian federal government 1,310 1 17,161 11
Canadian provincial and municipal 
government 1,452 1 30,482 19

Other foreign governments 142 — 287 —
Corporate bonds 2,425 2 2,832 2
Real estate fund 25,521 14 — —
Mortgage pooled fund — — 7,403 5
Fixed income pooled funds 145,584 82 98,042 63
Scanning equipment 135 — — —

176,569 100 156,207  100

There were no bonds held as at year-end which have past due interest or had a modification of terms during the year.

Market risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market interest rates.

Interest rate risk

The risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market interest 
rates; 

Currency risk

The risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in foreign 
exchange rates;

Other price risk

The risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market prices 
(other than those arising from interest rate risk or currency risk), whether those changes are caused by factors specific to 
the individual financial instrument or its issuer, or factors affecting all similar financial instruments traded in the market.

The Society manages these risks by a variety of risk management techniques which includes diversification of investments 
and may include the periodic use of forward foreign exchange derivative contracts to mitigate exposure to adverse 
movements in foreign currency exchange rates. 

The Society maintains policies and procedures detailing the acceptable levels of market risk. The Society’s key financial risk 
management tool is its investment policy which is defined in a Statement of Investment Policies and Procedures (SIPP) and 
Investment Manager Mandates (IMM). 

The target level for all fixed income investments is 55% of the total portfolio.  No one issuer greater than 8% is allowed in the 
bond portfolio.  No more than 20% of bonds can be in emerging market securities.  

The target level for investments in Canadian equity markets is 20% of the total portfolio.  No one equity can be greater than 
10% of a single corporation.  The investments must be invested in at least six sectors of the appropriate index.

The target level for investments in Global equity markets is 15% of the total portfolio.  The investments must be invested in at 
least seven sectors of the appropriate index.

The target level for Real estate fund is 10% of the total portfolio.  The real estate fund is restricted to Canadian properties and 
diversified over office, industrial and retail buildings.  Leverage is restricted to 50% of the fair market value of the Real estate 
fund.

Compliance with the policies is monitored and exposures and breaches are reported to the Board. The Policies are reviewed 
annually for relevance and changes to the risk environment. The life insurance component of the Society’s investments 
exposure to market risks is generally offset by the corresponding exposure of its policy obligations. As the policy liabilities 
for these obligations are calculated based on market values, increases and decreases in these risk variables affect both 
investment income and the change in the carrying value of policy liabilities. The activity of investments and holdings are 
presented to the Investment Committee of the Board on a quarterly basis to ensure that the policies governing the portfolio 
are being adhered to. The Dynamic Capital Adequacy Test (DCAT), which involves scenario testing, is a tool that is periodically 
used by management to determine potential risks and impacts to the Society.
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The impact on net income and other comprehensive income of a reasonable possible change in each of these variables is 
described below:

Interest ratea) 

The immediate impact on income from fixed income investments of a 1% increase or decrease in interest rates would not be 
significant due to the portfolio primarily consisting of fixed rate investments. The immediate impact on the fair value of fixed 
income investments of a 1% change in interest rates would be approximately $8,038 (2009 – $9,571).

Foreign Currencyb) 

The Society has no foreign currency exposure in its financial liabilities. The Society is exposed to fluctuations in US foreign 
currency movements through its investment in a US dollar denominated pooled investment fund. The Society’s principal 
foreign currency exposure is to changes in the value of the US dollar on the fair value of US dollar denominated investments. 
The Society's investment managers manage foreign exchange risk as an integral component of overall price risk. The 
sensitivity of equity securities and equity pooled funds to overall changes in price risk is disclosed below.

The Society may periodically use foreign currency derivative instruments to help manage its foreign currency risks. The 
Society does not engage in speculative investment in derivatives. The exposure is managed by delegated investment 
managers, who are permitted, within strict limits, to enter into forward foreign currency contracts to offset changes in fair 
values of foreign denominated investments. There were no forward foreign currency contracts held at December 31, 2010.

Other price riskc) 

The immediate impact on equities of a 1% increase or decrease in the relevant indices would be approximately $1,000 
(2009 – $877) with all other variables held constant and assuming the Society's equity instruments moved according to 
historical correlation with relevant indices.

The Society’s equity investments are diversified through investments in direct equities and pooled funds with a strategy 
which matches the Society’s risk tolerance levels. The carrying value of equities and pooled funds by geographic sector as at 
December 31 is as follows:

2010
$

2009
$

Equity securities

Canada 45,821 41,910
United States 24,369 21,420

70,190 63,330

Pooled funds

Canada 5,177 2,542
United States 986 916
International 23,584 20,942

29,747 24,400

Liquidity risk
Liquidity risk is the risk that an entity 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 the maturity dates of liquid assets on the basis of 
expected cash flows. The Society’s liabilities principally comprise short-term accounts payable and accrued liabilities and 
claims reserves. As the exact timing of the maturity of the Society’s claims reserves is unknown and is indeterminable, the 
Society manages the maturity of claims by the use of an overall historical liability settlement pattern as a basis to define 
diversification and duration characteristics of future liabilities.

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 Society offers standard product options which do not involve significant cash 
disbursements while the policies are in force. Reinsurance and catastrophe reinsurance policies are in place to manage risk to 
the Society and protect its solvency in the case of an adverse event.
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Contingencies 13. 
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 procedure. Management has 
reviewed outstanding legal matters pending as at December 31, 2010 and considers the risk of loss to be remote. As of the 
date of these financial statements, the outcome of these proceedings cannot be reasonably estimated; therefore, no amounts 
have been recorded in the financial statements.

Capital disclosure 14. 
The Society's capital objective is to provide for maintenance of 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, that sufficient capital exists for future needs and strategic initiatives and to 
satisfy return expectations of shareholders.

As a financial institution the Society is externally regulated by the Financial Institutions Commission of British Columbia 
(FICOM). The Society reports quarterly to the regulatory agency. The regulatory agency imposes minimum continuing capital 
and surplus requirements (MCCSR). The guidelines provide minimum and supervisory target capital levels. FICOM requires 
a 150% minimum capital requirement. The Society maintains a Capital Risk Management Policy to ensure objectives are met 
and capital is managed within distinct stages relating to specific levels of the MCCSR. During 2010 and as at December 31, 
2010, the Society fully met the regulatory capital requirements.

The Society manages its capital by maintaining a bond investment portfolio that is 90% to 100% of the total equity of 
the Society. The reference to total equity includes other comprehensive income. The investments in the bond investment 
portfolio are governed by the SIPP. The SIPP requires high quality investments and the investment portfolio is presented to 
the Investment Board every six months by the fund managers. Any substandard investments are sold to maintain the quality 
of the fund. The holdings may include bonds and common equities. There are concentration limits imposed as well to the 
portfolio, by industry and by investment instrument.

The MCCSR ratio over the last 10 years has been within a target range of 200%. The ratio at the end of 2010 was 281% 
(2009 – 249%).
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