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The UNPRI ensures all Pacific Blue 
Cross investments are now managed 
according to environmental, social, 
and governance (ESG) principles.  
Brendan Dick
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Message from the Chair
Pacific Blue Cross celebrated 80 years of service to British Columbians in 2020. Unfortunately, 
like most everything else last year, any plans we had to commemorate this milestone were 
upended by the COVID-19 pandemic.

Each of our two predecessor organizations — Medical Services Association and the Credit 
Union & Cooperative Health Services Society — began as health benefits societies with a vision 
for charting new ground as not-for-profit providers of pre-paid health insurance. Starting with 
meager resources, both companies grew steadily and successfully dealt with major challenges, 

including the introduction of Medicare and the merger that brought the two former competitors together as 
Pacific Blue Cross in 1997. 

Today we are BC’s health benefits society and the largest health benefits and health insurance provider in the 
province. We’re incredibly proud of our history and will continue to follow their path in forging a strong leadership role 
in the province’s health sector. 

I am equally proud that we are a signatory and filer with the 
United Nations Principles of Responsible Investing (UNPRI). 
While Pacific Blue Cross has embraced community engagement, 
employee diversity and inclusion, environmental stewardship, 
and strong governance in its operations, this move cements the 
Board’s commitment to promoting these same principles in our 
investments. We are currently evaluating our investment portfolio 
with this in mind and working with investment managers who are 
also PRI signatories.

Pacific Blue Cross has been increasingly digitizing the way we do business. Our governance process did not escape this 
transition in 2020, in large part due to the pandemic. The Board approved three absentee voting options and a project 
was undertaken to implement these new processes for use at the Annual General Meeting (AGM) in August. We also 
held our first ever fully virtual AGM, in which attendance doubled that of our normal in-person events.

This year we’ll be saying goodbye to Aaron Ekman, who has been a member of the Pacific Blue Cross Board as 
well as the BC Life & Casualty Company Board of Directors since 2017. We thank him for his contributions to 
both organizations. 

I’ll conclude by reiterating our gratitude for the support of our members, clients, brokers and advisors, and employees. 
We say it often, but this year it’s particularly apropos. Despite challenging circumstances, you stuck with us, pivoted 
when necessary, and enabled us to continue fulfilling our mission of improving the health and wellbeing of 
British Columbians.  

 

  
 

Brendan Dick 
Chair,  
Pacific Blue Cross Board of Directors



Our longstanding relationship with Health 
Benefits Trust was renewed in 2020. We 
appreciate their confidence in us, and are 
proud to continue serving health care and 
other workers throughout the province with 
their health benefits.  
John Crawford
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Message from the President and CEO
It’s not hyperbole to say that 2020 was an unprecedented year. 

COVID-19 continues its profound impact on the health and wellbeing of Canadians. Employers 
across the country — including Pacific Blue Cross — have had the daunting task of navigating 
extreme uncertainty, keeping the lights on in our businesses, while upholding our unwavering 
commitment to the wellbeing and safety of our employees.

For us, this meant a material undertaking to shift more than 700 staff to work-from-home — a 
significant lift technologically, as well as culturally. True to the spirit and ingenuity of our team, we accomplished this 
feat in eleven days and didn’t miss a beat: almost 90% are still offsite and their commitment ensured we maintained 
our pre-pandemic service standards and member satisfaction ratings throughout the year. At the same time, 
intensified efforts to keep staff engaged and cohesive despite being apart resulted in a 3.49-point increase in our 
overall employee satisfaction rating to 71 points — the highest it has ever been.

During the initial phase of the pandemic, many health 
practitioners in BC — including some physicians — shut 
their brick and mortar offices or clinics. Our mission to 
improve health and wellbeing for British Columbians drove 
us to find alternative treatment options for our members so 
they could continue getting the health care they needed 
while remaining physically distanced.

• Our deep knowledge of the BC health care system 
allowed us to identify health practitioners that could 
adopt virtual treatment modalities; we then worked with their provincial colleges and associations to ensure 
processes were in place for practitioners to bill for these services.

• To ensure our members had access to a physician 24 hours a day, seven days a week, we partnered with EQ Care, a 
virtual care provider. 

• Our online COVID-19 Resource Centre helped members navigate available health services as well as benefits and 
travel restrictions. It has received more than 250,000 page views. 

As the year went on, the uncertainty and social isolation resulting from COVID-19 started showing up in public health 
research in Canada and around the world. To get a sense of how BC was faring, we conducted a province-wide survey 
in the fall, which revealed alarming facts about the emotional state of British Columbians. More than a third told us 
they were feeling anxious and stressed, yet we saw less than 4% of our members claim an engagement with a mental 
health professional for help. 

Thankfully, this is driving a more urgent conversation about the incidence and impact of poor mental health on 
individuals, families, and workplaces. It’s a welcome shift — the issue is plagued with fear, stigma, and multiple 
barriers to accessing the care people need — and plan sponsors are starting to rethink how they address it in their 
benefit plans. So are we.
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In response, we augmented our products and services in this area, including coverage for three unique online 
cognitive behavioural therapy programs that members can use to address mild to moderate anxiety, depression, 
post-traumatic stress, panic disorder, and substance use issues. We also expanded Work & Wellness early intervention 
initiatives to help reduce mental health disability claims, and introduced a fully automated disability claims 
application — including the Attending Physician Statement — for a truly “contactless” experience.

The Pacific Blue Cross Health Foundation also contributed to BC’s mental health needs through a special $100,000 
donation split between ten Crisis Lines in all regions of the province. Crisis lines provide critical front-line services and 
were experiencing record increases in calls — while dealing with their own pandemic response efforts. To read more 
about the Foundation’s work in 2020, I invite you to read their new Annual Report at www.pac.bluecross.ca/company/
community/health-foundation.

A few other notable achievements in 2020:

• We introduced a New Parent Boost benefit to all our individual health and small group benefits plans—the first 
of its kind in Canada. Developed in collaboration with the BC Women’s Health Foundation, it provides additional 
coverage for mental health and physiotherapy for new moms and families.

• Our alignment with the BC PharmaCare Program’s Biosimilars Initiative has thus far helped plan sponsors avoid up 
to $27 million in drug costs in 2020.

• We completed over 1,950 audits/investigations for incidences of benefits fraud and insurance abuse — an 
impossible task without our advanced analytics tool.

• D.A. Townley launched their highly anticipated claims system, which allows their plan members to submit and 
manage claims online.

On a personal note, in June 2020 I was elected president of the Canadian Association of Blue Cross Plans, which 
ensures the seven independent Blue Cross organizations operating in Canada offer the highest standards of 
performance and quality service to our collective members. Having spent 30+ years with Pacific Blue Cross, I’m truly 
honoured to serve the broader Blue Cross family in this capacity.

I’ve been truly amazed at how our team pulled together in 2020. Plans we had at the beginning of the year quickly 
shifted, and everyone — from the Board, to our leadership and management teams, and our staff — adjusted 
brilliantly. I’d like to thank them, along with all of our plan sponsors, members, and trusted brokers and advisors, for 
your service and support during such a difficult year.

 
 

   
  
John Crawford 
President and Chief Executive Officer, 
Pacific Blue Cross

www.pac.bluecross.ca/company/community/health-foundation


Appointed Actuary’s Report 
February 19, 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, 2020 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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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, 2020 

• 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 “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, 
2020, 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 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 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 Financial Statements 
Management is responsible for the preparation and fair presentation of the financial 
statements in accordance with IFRS, and for such internal control as management 
determines is necessary to enable the preparation of financial statements that are free 
from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is responsible for assessing the 
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 Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to fraud or 
error, and to issue an 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 financial statements. 

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

We also: 

• Identify and assess the risks of material misstatement of the financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to 
those risks, and obtain audit evidence that is sufficient and appropriate to provide a 
basis for our opinion.  

The risk of not detecting a material misstatement resulting from fraud is higher than 
for one resulting from error, as fraud may involve collusion, forgery, intentional 
omissions, misrepresentations, or the override of internal control. 

• 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. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by management. 
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• 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 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 financial statements, 
including the disclosures, and whether the 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.  

 
 
Chartered Professional Accountants 
 
Vancouver, Canada 
March 30, 2021 
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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, 2020, with comparative information for 2019

 Notes 2020 2019

Assets
Cash and cash equivalents  $   158,058 $   89,541

Investments 4 269,574 360,012

Amounts due from reinsurers  226 4,771

Reinsurers share of insurance liabilities 5 1,728 104,178

Trade and other receivables 6 58,595 46,046

Other assets 7 10,563 6,020

Property and equipment 8 55,681 60,025

Goodwill and intangible assets 9 37,625 43,044

Investment in associates 10 28,011 -

  $   620,061 $   713,637

Liabilities and Equity
Trade and other payables 11 $   304,477 $   215,057

Members’ dues received in advance 12 7,100 13,315

Lease liabilities 13 40,919 42,026

Insurance liabilities 5 17,118 207,567

PBC CUPE 1816 Joint Trust Provision 14 14,216 9,565

Employee benefits 15 11,863 10,983

  395,693 498,513
Equity:
       Reserves 16 10,000 10,000 
       Retained earnings  232,105 222,392 
       Accumulated other comprehensive loss  (17,737) (17,268)

  224,368 215,124
Reporting entity and operations 1 
Commitments 17 
Contingencies 18

  $   620,061 $   713,637 

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, 2020, with comparative information for 2019 
 
   Notes 2020 2019 
 
Billings processed 19 $ 1,296,310 $ 1,507,667 
 
Revenues: 

Premium revenue  $ 305,268 $ 395,670 
Premiums ceded to reinsurers  (3,276) (29,437) 
Net insurance premiums earned  301,992 366,233 
 
Fees from self-insured plans  33,369 37,214 
Fee and other income 20 25,082 8,961 
Commissions earned from reinsurers  - 3,780 
Investment income 21 6,472  34,298  
Share of profit of investment in 

associates 10 1,032 - 
Total revenues 367,947 450,486 

 
Claims and expenses: 

Insurance claims incurred  210,477 288,047 
General and administrative costs 22, 23 126,920 126,439 
Commissions and premium taxes  17,517 16,755 
PBC CUPE 1816 Joint Trust Provision  14 4,651 9,358 
Underwriting loss  2,050 - 
Total claims and expenses 361,615 440,599 

 
Income before income taxes 6,332 9,887 
 
Income tax recovery 24 (3,381) (818) 
 
Net income  9,713 10,705 
 
Other comprehensive income (loss): 

Pension plan and post-retirement benefits 
actuarial adjustment 15 (1,058) (37) 

Share of OCI of investment in 
associates 10 589 - 

 
Net income and comprehensive income $ 9,244 $ 10,668  
 
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, 2020, with comparative information for 2019 
 
    Accumulated 
    other 
   Retained comprehensive 
  Reserves earnings loss Total 
 
Balance, December 31, 2018 $ 10,000 $ 211,687 $ (17,231) $ 204,456 
 
Net income - 10,705 - 10,705 
 
Other comprehensive loss - - (37) (37) 
 
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 
 
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, 2020, with comparative information for 2019 
 

    2020 2019 
 

Cash provided by (used in): 
 

Cash flows from operating activities: 
Net income $ 9,713 $ 10,705 
Adjustments for: 

Amortization of property and equipment 3,147 3,274 
Amortization of right-to-use   2,208  2,276  
Amortization of intangible assets 8,985 8,844 
Realized and unrealized gain on investments 2,344 (22,663) 
Amortization of net premiums/discounts on bonds - 59 
Employee benefits (178) 8,581 
Interest expense - 530 
Interest income (346) - 
Income tax recovery (438) (829) 
Deferred tax asset  (2,943) 11  
Share of profit of investment in associates  (1,032) - 

  21,460 10,788  
Changes in non-cash operating working capital: 

Trade and other receivables  (12,549) 15,738 
Transfer of reinsurers share of insurance liabilities to Blue Cross Life 104,274 - 
Reinsurers’ share of insurance liabilities (1,824) (8,078) 
Transfer of amounts due from reinsurers to Blue Cross Life 3,054 - 
Amounts due from reinsurers  1,491 (760) 
Prepaid expenses  (1,101) (667) 
Transfer of trade and other payables to Blue Cross Life (10,193) - 
Trade and other payables 99,613 (5,156) 
Transfer of insurance liabilities to Blue Cross Life (186,037) - 
Insurance liabilities (4,412) 16,338 
Write off of property and equipment -  517  
Write off of right-to-use -  602  
Transfer of members’ dues received in advance to Blue Cross Life (22) - 
Members’ dues received in advance (6,193) 373  
Due to PBC CUPE Joint Trust  4,651 - 
Investment in Blue Cross Life (26,390) - 

  (14,178) 29,695  
Interest paid (1,367) (2,053) 
Interest received 1,713  1,523 
Income taxes recovered (61)  479  
  (13,893) 29,644  

Cash flows from investing activities: 
Transfer of investments to Blue Cross Life 71,065  - 
Net sale of investments 17,029  59,577 
Purchases of property and equipment  (974) (787) 
Purchases of intangible assets  (3,566) (6,099) 
Right to use property and equipment  - (42,940) 
  83,554  9,751 

Cash flows from financing activities: 
Payment of lease liabilities (1,144)  41,158 

 

Increase in cash and cash equivalents 68,517 80,553 
 

Cash and cash equivalents, beginning of year 89,541 8,988 
 

Cash and cash equivalents, end of year $ 158,058 $ 89,541  
 

Represented by: 
Cash $ 122,332 $ 88,977 
Cash equivalents 35,726 564 
 

  $ 158,058 $ 89,541 
 
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, 2020 
 
 

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. Through its wholly-owned subsidiary, 
British Columbia Life & Casualty Company (“BC Life”), the Society provides trip cancellation 
insurance and baggage insurance. Pacblue Life Service Limited (“PLS”) is a wholly-owned 
subsidiary of BC Life providing administrative services in connection with life and accidental death 
and dismemberment (“AD&D”) insurance; short-term and long-term disability coverage; critical 
illness coverage and individual life insurance. Pacblue Life Holdings Limited (“PLH”) is a wholly-
owned subsidiary of the Society and is a holding company for shares held in affiliates. PBC 
Business Services Ltd. (“PSL”) (formally MSA Business Services Ltd.) is a wholly-owned 
subsidiary and comprises group benefit plan consultant services and administration. 

Prior to January 2, 2020, BC Life issued directly AD&D insurance, short-term and long-term 
disability coverage, critical illness coverage and individual life insurance. The transfer was 
approved by the British Columbia Financial Services Authority (“BCFSA”) on November 8, 2019 
and OSFI on December 13, 2019. Effective January 2, 2020, these businesses were transferred 
to Blue Cross Life Insurance Company of Canada (“Blue Cross Life”) with PLS providing 
administration services. 

The following table summarizes the amounts of assets and liabilities transferred as at the date of 
transfer:  
 
   January 2, 
Assets  2020 
 
Cash    $ 17,859 
Investments  71,065 
Amounts due from reinsurers  3,054 
Reinsurers share of insurance liabilities  104,274 
 
Total assets transferred  $ 196,252 
 
 

   January 2, 
Liabilities  2020 
 
Insurance liabilities    $ 186,037 
Members’ dues received in advance  22 
Trade and other payables  10,193 
 
Total liabilities transferred  $ 196,252 
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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, 2020 
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1. Reporting entity and operations (continued):
BC Life continues to provide trip cancellation and baggage insurance coverage. Furthermore, the 
Company is considering entering into a new business relationship with a third-party Insurance 
Company to transfer the underwriting risks of its travel business (trip cancellation, trip interruption, 
baggage insurance) pursuant to a Business Transfer Agreement. No firm decisions have been 
made as of the date of issue of these financial statements.
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.

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 25, 2021.

(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 out 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. 
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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, 2020 
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2. Basis of presentation (continued): 

(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 incurred 
but not reported);  

Note 9: Intangible assets including goodwill (assumptions underlying recoverable 
amounts);  

Note 15:  Employee benefits (actuarial assumptions); and 

Note 27: Investments (valuations based on models or with unobservable inputs). 
 

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 BC Life, 
PSL, and PLH, all of which are wholly-owned by the Society. 

15



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, 2020 
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3. Significant accounting policies (continued): 

(a) Basis of consolidation (continued): 

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.  

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. 
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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, 2020 
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3. Significant accounting policies (continued): 

(c) Financial instruments (continued): 

(i) Recognition and initial measurement (continued): 

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, trade and other payables and members’ dues received in advance 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 net 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 
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. 
Insurance contract liabilities, net of reinsurance assets, have been determined using the 
Canadian Asset Liability Method (“CALM”). 

CALM is a widely accepted actuarial technique, which uses projections, based on past 
experience of the development of claims over time, to form a view of the likely ultimate claims 
to be experienced. 

(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 income statement 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) Foreign currency translations: 

Foreign currency transactions are translated into the functional currency using the prevailing 
exchange rates applicable to the period in which the transactions take place and where the 
Society considers these to be a reasonable approximation of the transaction rate. Foreign 
exchange gains and losses resulting from the settlement of such transactions and from 
translation at the period end of monetary assets and liabilities denominated in foreign 
currencies are recognized in the consolidated statement of comprehensive income. Non-
monetary items recorded at historical cost in foreign currencies are translated using the 
exchange rate on the date of the initial transaction. 

(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. 
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3. Significant accounting policies (continued): 

(l) Revenue recognition (continued): 

(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. 

(m) 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. BC Life, and PSL, 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.  

 

26



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, 2020 
 
 

19 

3. Significant accounting policies (continued): 

(n) 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, 2020 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 developed a project 
plan to assess the impact of this standard on its operations and financial reporting and is 
currently working through the initial phases of the plan, which focus on project governance 
and identification of business impacts. 

 

4. Investments: 
 
  2020 2019 
 
Fixed income securities $ 74,706 $ 134,894 
Fixed income pooled funds 85,748 83,250 
Equity securities - 29,904 
Equity pooled funds 30,954 33,739 
Real estate pooled funds 78,166 78,225 
 
Total investments $ 269,574 $ 360,012 
 

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: 
 
  2020 2019 
 
Balance, December 31, 2019 $ 207,567 $ 191,229 
Transfer of insurance liabilities to Blue Cross Life (186,037) - 
 
Normal business changes (4,481) 13,554 
 
Change in retention: 

Changes in assumptions: 
Interest rate - (59) 
Other assumptions 69  2,843  

 
Balance, December 31, 2020 $ 17,118 $ 207,567 
 
Current $ 17,118 $ 73,401 
Non-current - 134,166 
 
  $ 17,118 $ 207,567 
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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: 
 
  2020 2019 
 
Balance, December 31, 2019 $ 104,178 $ 96,100 
Transfer of reinsurers share of liabilities to Blue Cross Life (104,274) - 
Normal business changes 1,824 5,628 
 
Changes due to retention: 

Changes in assumptions: 
Interest rate - 1,320 
Other assumptions - 1,130 

 
Balance, December 31, 2020 $ 1,728 $ 104,178 
 
Current $ 1,728 $ 28,764 
Non-current - 75,414 
 
  $ 1,728 $ 104,178 
 
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. 

 

6. Trade and other receivables: 
 

  2020 2019 
 
Accounts receivable - Insured $ 8,539 $ 9,200 
Accounts receivable - ASO 40,500 27,709 
Accounts receivable - Other 11,660 9,172 
Allowance for doubtful accounts (2,104)  (35) 
 
  $ 58,595 $ 46,046 
 
Current $  54,439 $ 43,414 
Non-current 4,156 2,632 
 

  $ 58,595 $ 46,046  
 
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.  29
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7. Other assets: 
 
  2020 2019 
 
Deferred tax assets $ 3,850 $ 624 
Current tax receivable 733 516 
Prepaid expenses 5,980 4,880 
 
  $ 10,563 $ 6,020 
 

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, 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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8. Property and equipment (continued): 
 
     Right-of-use 
   Right-of-use  assets - 
  Leasehold assets - Furniture and furniture and 
  improvements building equipment equipment Total 
 
Year ended December 31, 2019: 
Cost: 

Balance, January 1, 2019 $ 21,928 $ 42,123 $ 28,389 $ 340 $ 92,780 
Additions 105 28 682 449 1,264 
Write-off (1,483) (487) (3,556) (248) (5,774) 

 
Balance, December 31, 2019 $ 20,550 $ 41,664 $ 25,515 $ 541 $ 88,270 
 
Accumulated amortization: 

Balance, January 1, 2019 $ (7,361) $ - $ (19,989) $ - $ (27,350) 
Current year charge  (284) (2,127) (2,990) (149) (5,550) 
Write-off  1,042 35  3,480 98  4,655 

 
Balance, December 31, 2019 $ (6,603) $ (2,092) $ (19,499)  $ (51) $ (28,245) 
 
Net book value $ 13,947 $ 39,572 $ 6,016 $ 490 $ 60,025 
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9. Goodwill and intangible assets: 
 
  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 
Disposals - - - - - 
 

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) 
Disposals - - - - - 

 
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 
 
 
  IT Computer Customer 
  development software relationships Goodwill Total 
 
Year ended December 31, 2019: 
Cost: 

Balance, January 1, 2019 $ 76,270 $ 24,972 $ 4,860 $ 1,434 $ 107,536 
Additions 5,716 383 - - 6,099 
Disposals - - - - - 

 
Balance, December 31, 2019 $ 81,986 $ 25,355 $ 4,860 $ 1,434 $ 113,635 
 
Accumulated amortization: 

Balance, January 1, 2019 $ (41,206) $ (19,174) $ (1,367) $ - $ (61,747) 
Current year charge (6,576) (2,268) - - (8,844) 
Disposals - - - - - 

 
Balance, December 31, 2019 $ (47,782) $ (21,442) $ (1,367) $  $ (70,591) 
 
Net book value $ 34,204 $ 3,913 $ 3,493 $ 1,434 $ 43,044 
 
Goodwill is tested for impairment annually. Based on an assessment of the business unit’s value 
in use, as at December 31, 2020, management has determined that no goodwill impairment has 
arisen (2019 - no goodwill impairment). 
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9. Goodwill and intangible assets (continued): 

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 6.25% (2019 - 6.00%) 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. 

 

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. Blue Cross Life is an insurance company licensed to write 
life and accident and sickness insurance in all provinces and territories in Canada. In December 
2020, pursuant to the Blue Cross Life shareholders’ agreement, the Society paid an annual 
additional capital contribution of $279 in the form of contributed surplus to Blue Cross Life. 

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

Total assets   $ 1,854,851  
Total liabilities  (1,625,241) 

 
Shareholders’ equity    229,610 

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

 
Adjusted shareholders’ equity  $ 196,075 
 
Society’s share of adjusted shareholders’ equity (14.29% or 1/7th)   $ 28,011 
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10. Investment in associates (continued) 
 
   2020 
 
Statement of comprehensive income: 

Total income   $ 579,236  
Total expenses  (569,249) 
Income tax expense  (1,448) 
Other comprehensive income  4,121  

 
Total comprehensive income    12,660 

Adjusted for: 
Dividends declared to holders of outstanding cumulative 

 perpetual preferred shares    (1,312) 
 

   $ 11,348 
 
Society’s share of total comprehensive income (14.29% or 1/7th)   $ 1,621 
 
Dividends received by the Society   $ - 
 

11. Trade and other payables: 
 
  2020 2019 
 
Due to clients $ 152,812 $ 96,198 
Client deposits 102,885 77,874 
Trade 40,891 31,698 
Reinsurance 1,491 3,871 
Payroll 5,729 4,776 
Other 669 640 
 
  $ 304,477 $ 215,057 
 
Current $ 296,547 $ 206,684 
Non-current 7,930 8,373 
 
  $ 304,477 $ 215,057 
 
Due to clients represents refunds due to experience rated benefits. In addition, certain ASO 
contracts pay estimated claims in advance. 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. 
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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: 
 
  2020 2019 
 
Travel plans $ 791 $ 6,613 
Health plans 6,309 6,702 
 
  $ 7,100 $ 13,315 
 

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 discounts lease 
payments related to the office leases using the incremental borrowing rate determined for each 
lease, which ranges from 3.60% to 4.05% (2019 - 3.60% to 4.05%). 

The Society leases five photocopier machines from the Xerox Company. The leases will expire 
between year 2021 and 2024.The Society discounts lease payments related to the equipment 
leases using the incremental borrowing rate of 2.00% (2019 - 2.00%). 

The continuity of lease liabilities is as follows:  
 
  2020 2019 
 
Balance, January 1 $ 42,026 $ 43,331  
Additions 39 476 
Reductions (2) (590) 
Payments (1,144) (1,191) 
 
Balance, December 31 $ 40,919 $ 42,026 
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13. Lease liabilities (continued): 

Lease liabilities are payable as follows:  
 
  2020 2019 
 
Less than 1 year $ 3,213 $ 2,901 
Between 1 and 5 years 15,015 15,025 
More than 5 years 40,039 43,134 
 
Total undiscounted lease liabilities 58,267 61,060 
 
Less future interest expense 17,348 19,034 
 
Total lease liabilities $ 40,919 $ 42,026 
 
During the year ended December 31, 2020, the Society recognized $1,649 (2019 - $1,751) of 
interest expense related to lease liabilities. 

 

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 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. 

As at December 31, 2020, it is estimated that the Joint Trust has an accumulated deficit of 
$14,216 (2019 - accumulated deficit of $9,565). 
 
  2020 2019 
 
PBC CUPE 1816 Joint Trust Provision, beginning of year $ 9,565 $ 207 
Change in obligation 4,651 9,358 
 
PBC CUPE 1816 Joint Trust Provision, end of year $ 14,216 $ 9,565 
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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: 
 
  2020 2019 
 
Cash payments to: 

Beneficiaries for unfunded post-employment  
benefit plans $ 282 $ 337 

Retirement compensation agreement plan 228 226 
Defined contribution plans 2,745 3,075 
Defined benefit pension plan  - 29 

 
  $ 3,255 $ 3,667 
 
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, 2019 and the next required 
valuation will be as of December 31, 2021.  
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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, 2020, as follows: 
 
   Retirement Total Post- 
  Pension compensation defined employment Total 
  plan agreement pension plan benefits 2019 
 
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 cost17 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): 

(a) Employee benefit plans information (continued): 

Information regarding the defined benefit plan and post-employment benefits for the year 
ended December 31, 2019 follows: 
 
   Retirement Total Post- 
  Pension compensation defined employment Total 
  plan agreement pension plan benefits 2019 
 
Change in benefit obligation: 

Benefit obligation,  
beginning of year $ 3,667 $ 3,191 $ 6,858 $ 8,743 $ 15,601 

Actuarial losses from 
financial adjustments 230 218 448 909 1,357 

Actuarial (gains) losses from  
experience adjustments 41 30 71 (1,758) (1,687) 

Interest cost 146 128 274 351 625 
Current service cost 2 - 2 77 79 
Benefits paid (295) (226) (521)  (337) (858) 
 
Benefit obligation, end of year 3,791 3,341 7,132 7,985 15,117 

 
Change in plan assets: 

Fair value of plan assets, 
beginning of year 3,878 - 3,878 - 3,878 

Interest cost  155 - 155 - 155 
Return on plan assets (excluding  

amount included in net  
interest expense) 367 - 367 - 367 

Employer contributions 29 226 255 337 592 
Benefits paid  (295) (226) (521) (337) (858) 
 
Fair value of plan assets,  4,134 - 4,134 - 4,134 

end of year      
 

Net asset (obligation)  $ 343 $ (3,341) $ (2,998) $ (7,985) $ (10,983) 
 
Amounts recognized in net income: 

Current service cost $ 2 $ - $ 2 $ 77 $ 79 
Interest cost 146 128 274 351 625 

  148 128 276 428 704 
 
Amounts recognized in OCI: 

Return on plan assets (excluding  
amount included in 
interest expense) 367 - 367 - 367 

Actuarial losses from  
financial adjustments 230 218 448 909 1,357 

Actuarial (gains) losses from 
experience adjustments 41 30 71 (1,758) (1,687) 

  638 248 886 (849) 37 
 

Net change $ 786 $ 376 $ 1,162 $ (421) $ 741 
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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 2020 are nil (2019 - $29). The duration of the defined pension 
plan obligation has been estimated as 10 years (2019 - 9 years). The duration of the post-
employment benefits obligation has been estimated as 20 years (2019 - 19 years). 

As at December 31, 2020 and 2019, the pension plan assets were invested in balanced 
funds. 

(c) Significant assumptions: 

Weighted average assumptions as at December 31 are as follows: 
 
  2020   2019  
  Post  Post 
 Pension employment Pension employment 
 plan benefits plan benefits 
 
Discount rate 2.75% 2.75% 3.45% 3.45% 
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: 
 
  2020 2019 
 
Retiring at December 31: 

Male 22 22 
Female 24 24 

 

 
 

  2020 2019 
 
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  
  2020 2019 2020 2019 
 
Discount rate: 

1% increase $ (654) $ (625) $ (1,246) $ (1,101) 
1% decrease 767 733 1,594 1,395 
 

Medical cost: 
1% increase - - 1,271 1,096 
1% decrease - - (1,020) (890) 
 

Mortality rate: 
10% increase (201) (183) (317) (272) 
10% decrease 224 202  362 308  
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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 $6,432 (2019 - $6,395). 

 

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, 2020. As of the date of these consolidated financial statements, the outcome 
of these proceedings cannot be reasonably estimated. Therefore, no amounts have been 
recorded in the consolidated 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: 

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. The Society benefited from the program from April to June 2020. The Society received 
a wage subsidy of $6,129 under the program. The Society presents grants related to income as 
‘other income’ in the consolidated statement of comprehensive income. As at December 31, 
2020, $333 is included in accounts receivable with respect to the wage subsidy not yet received. 

Also, included in other income are sales and service fees. Under the Distributor Service 
Agreement, Blue Cross Life provides PLS a sales and service fee towards covering PLS’s costs 
in providing the service under this agreement.  
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21. Investment income: 

Investment income is comprised as follows: 
 
  2020 2019 
 
Investment income earned on: 

Fixed income securities and fixed income pooled funds $ 7,794 $ 6,803 
Equity securities and equity pooled funds 161 4,089 
Real estate pooled funds 1,372 3,175 
Cash equivalents 1,713 879 
  11,040 14,946 

Unrealized gain (loss): 
Fixed income securities and fixed income pooled funds 4,042 3,073 
Equity securities and equity pooled funds 1,050 12,082 
Real estate pooled funds (2,797) 1,807 
  2,295 16,962 

Realized gain (loss): 
Real estate pooled funds  457 - 
Fixed income securities and fixed income pooled funds - 1,093 
Equity securities and equity pooled funds (5,096) 4,608 
  (4,639) 5,701 

 

Investment expenses (1,367) (1,245) 
Interest paid to plans (857) (2,066) 
  (2,224) (3,311) 
 
Total investment income  $ 6,472 $ 34,298  
 

22. General and administrative costs: 
 
  Notes 2020 2019 
 
Salaries 23 $ 59,587 $ 54,955 
Benefits 23 16,192 15,310 
Consulting fees and professional services   13,882 18,527 
Amortization of intangible assets 9 8,985 8,844 
Information technology  7,220 7,382 
Advertising and promotion  3,842 3,910 
Miscellaneous  3,449 3,290 
Amortization of property and equipment  8  3,147  3,274 
Amortization of right-to-use  8   2,208  2,276 
Occupancy  2,369 2,696 
GST  2,101 1,691 
Dues and subscriptions  1,437 1,303 
Postage, delivery and storage  1,328 1,463 
Telephone  779 862 
Stationery and supplies  394 656 
 
  $ 126,920 $ 126,439 
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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 2020 2019 
 
Salaries and other short-term employee benefits $ 8,581 $ 7,850 
Post-employment benefits 797 728 
Other long-term benefits 171 172 
 

 

24. Income taxes: 
 
  2020 2019 
 
Current income tax recovery $ (438) $ (829) 
Deferred income tax expense (recovery) (2,943) 11  
 
  $ (3,381) $ (818) 
 
Income tax expense differs from the amount that would be computed by applying the federal and 
provincial statutory income tax rates of 27% (2019 - 27%) to income before income taxes.  

The reasons for the differences are as follows: 
 
  2020 2019 
 
Combined basic federal and provincial statutory income tax $ (3,494) $ 39 
Tax effect of: 
Decrease in tax due to changes in insurance provisions (11) (950) 
Adjustment for prior years 16 - 
Permanent differences 2 93 
Others 106 - 
 
Total income taxes recovery $ (3,381) $ (818) 
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24. Income taxes (continued): 

The components of the net deferred tax asset are as follows: 
 
  2020 2019 
 
Insurance liabilities $ 918 $ 666 
Investments - (42) 
Other 2,932 - 
 
Net deferred tax asset $ 3,850 $ 624  
 

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. 
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25. Insurance risk management (continued): 

(a) Managing insurance risk (continued): 

(i) Long-term disability, short-term disability and life contracts: 

This business line was transferred to Blue Cross Life, effective January 2, 2020 (see 
note 1). The following discussion relates to the Company’s exposure to risk in 2019. 

The most significant component for long-term and short-term disability contracts are rates 
of morbidity. The most significant component for life insurance contracts is mortality.  

These risks do not vary significantly in relation to the location of the risk insured by the 
Society. However, undue concentration could have an impact on the severity of benefit 
payments on a portfolio basis. The risk of death or disability will vary by industry. Undue 
concentration of risk by industry will therefore increase the risk of a change in the 
underlying average mortality or morbidity of employees in a given industry, with 
significant effects on the overall insurance risk. 

Insurance risk under disability contracts is also dependent on economic conditions in the 
industry. Historical data indicates that recession and unemployment in an industry will 
increase the number of claims for disability benefits as well as reduce the rate of recovery 
from disability. The Society attempted to manage this risk through its underwriting, claims 
handling and reinsurance policy. The amount of disability benefit cover provided per 
individual was restricted to a maximum of 75% of the individual’s monthly income. Excess 
of loss reinsurance contracts had been purchased by the Society to limit the maximum 
loss on any one life to $250,000 for life insurance contracts. 

The Society charged for morbidity risk on a monthly basis for all insurance contracts. It 
had the right to alter these charges annually based on its morbidity experience and hence 
minimize its exposure to morbidity risk. Delays in implementing increases in charges and 
market restraints over the extent of the increase may reduce its mitigating effect. 

The underwriting strategy was intended to ensure that the risks underwritten are well 
diversified in terms of type of risk and the level of insured benefits. The Society balanced 
morbidity risk across its portfolio, had reinsurance on any single life insured, reinsured 
the excess of the insured benefit over risks under an excess of loss reinsurance 
arrangement and had reinsurance in place for morbidity risk. 

Uncertainty in the estimation of future benefit payments for long-term disability insurance 
contracts arose from the unpredictability of long-term changes in overall levels of 
morbidity. For incurred long-term disability claims, it was necessary to estimate the rates 
of recovery from disability for future years. Standard industry recovery tables and CIA 
tables were modified for the actual experience of the Society. The influence of economic 
circumstances on the actual recovery rate for individual contracts is a source of 
uncertainty for these estimates. 
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25. Insurance risk management: 

(a) Managing insurance risk (continued): 

(ii) 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. 

(b) Policy assumptions: 

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

(i) Mortality: 

The mortality assumption varies by type of contract and was based on the Society’s 
aggregate experience or on industry experience modified to reflect the Society’s 
emerging experience if appropriate. 

(ii) 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. 

(iii) 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. 
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25. Insurance risk management (continued): 

(b) Policy assumptions (continued): 

(iv) 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. 

(v) 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. 

(c) Sensitivity to assumption changes: 

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

(i) Long-term disability insurance contracts: 

This business line was transferred to Blue Cross Life, effective January 2, 2020 (see note 1). 
The following discussion relates to the Society’s exposure to risk in 2019. 
 
     Change in 
   Change  net income 
Variable  variable 2019 
 
Morbidity   +5% $ (1,143) 
Morbidity  -5% 1,104 
Expenses  +5% (213) 
Expenses  -5% 213  
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25. Insurance risk management (continued): 

(c) Sensitivity to assumption changes (continued): 

(ii) Short-term disability insurance contracts: 

This business line was transferred to Blue Cross Life, effective January 2, 2020 (see 
note 1). The following discussion relates to the Society’s exposure to risk in 2019. 
 
     Change in 
   Change  net income 
Variable  variable 2019 
 
Morbidity   +5% $ (85) 
Morbidity  -5% 85 
Expenses  +5% (4) 
Expenses  -5% 4  
 

 

(iii) Life insurance contracts: 

This business line was transferred to Blue Cross Life, effective January 2, 2020 (see 
note 1). The following discussion relates to the Society’s exposure to risk in 2019. 
 
     Change in 
   Change  net income 
Variable  variable 2019 
 
Mortality   +5% $ (514) 
Mortality   -5%  507 
Morbidity  +5% (208) 
Morbidity  -5% 193 
Expenses  +5% (41) 
Expenses  -5% 28  
 

 
(iv) Extended healthcare and dental contracts: 

 
  Change in  Change in net income  
Variable variable 2020 2019 
 
Morbidity +5%  $ (729) $ (1,006) 
Morbidity -5% 729 1,006 
Expenses +5% (26) (37) 
Expenses -5% 26 37  
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25. Insurance risk management (continued): 

(d) Concentration of insurance risk (continued): 

All insurance risk exposures of the Society are geographically concentrated in 
British Columbia. The Society’s insurance liabilities by contracts are shown below. 
 
 Gross Reinsurance Net 
2020 liabilities assets (liabilities) liabilities 
 
Short term insurance contracts $ 819 $ - $ 819 
Extended healthcare and dental contracts  16,299 1,728 14,571 
 
  $ 17,118 $ 1,728 $ 15,390 
 
 
 Gross Reinsurance Net 
2019 liabilities assets (liabilities) liabilities 
 
Long-term disability insurance contracts $ 160,845 $ 100,360 $ 60,485 
Short term disability insurance contracts 2,697 231 2,466 
Life insurance contracts 23,991 3,683 20,308 
Extended healthcare and dental contracts  20,034 (96) 20,130 
 
  $ 207,567 $ 104,178 $ 103,389 
 

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 sets written policies for risk tolerance and overall risk 
management, and management reports 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. 

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, 
directly held fixed income investments, 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, 2020, the Society’s reinsurers had a rating of a 
range between A and A+ (2019 – A and A+) or above based on AM Best ratings. 

At December 31, 2020 and 2019, the aging of trade and other receivables that were not 
impaired was as follows: 
 

  2020 2019 
 
Trade accounts receivable: 

Current (outstanding 1 - 30 days) $ 42,630 $ 6,069 
Outstanding 31 - 60 days 4,453 27,364 
Outstanding 60+ days 2,058 3,449 
  49,141 36,882 

 
Allowance for doubtful accounts (2,104) (35) 
Other accounts receivable 11,558  9,199 
 

  $ 58,595 $ 46,046 
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26. Financial instrument risk management (continued): 

(a) Credit risk (continued): 

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

  2020 2019 
 
Cash and cash equivalents $ 158,058 $ 89,541 
Fixed income securities - 69,600 
Trade and other receivables 58,595 46,046 
Amounts due from reinsurers 226 4,771 
 
  $ 216,879 $ 209,958 
 
Details concerning the credit quality of financial instruments held are described in the 
following tables. 
 
      Not 
2020 AAA AA A BBB rated Total 
 
Cash and cash equivalents $ - $ - $ - $ - $ 158,058 $  158,058 
Trade and other receivables - - - - 58,595 58,595 
Amounts due from reinsurers - - 226 - - 226 
 
  $ - $ - $ 226  $ - $ 216,653 $ 216,879 
 
 
      Not 
2019 AAA AA A BBB rated Total 
 
Cash and cash equivalents $ - $ - $ - $ - $ 89,541 $ 89,541 
Fixed income securities 8,130 14,940 30,618 14,688 1,224 69,600 
Trade and other receivables - - - - 46,046 46,046 
Amounts due from reinsurers - - 4,771 - - 4,771 
 
  $ 8,130 $ 14,940 $ 35,389 $ 14,688 $ 136,811 $ 209,958 
 
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. 

(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 effective annual interest rate of the fixed income securities portfolio at December 31, 
2020 was 1.27% (2019 - 2.40%). 

The immediate impact on the fair value of fixed income securities of a 1% change in 
interest rates would be approximately $5,683 (2019 - $4,418). 

In addition to exposure to direct interest rate risk, the Society is exposed to indirect 
interest rate risk through its investment 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 $310 (2019 -
 $636) 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 (Levels 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 Controller and 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, 2020: 
 
 Level 1 Level 2 Level 3 Total 
 
Fixed income securities $ - $ 74,706 $ - $ 74,706 
Fixed income pooled funds - 85,748 - 85,748 
Equity pooled funds - 30,954 - 30,954 
Real estate pooled funds - 52,953 25,213 78,166 
 
 $ - $ 244,361 $ 25,213 $ 269,574 
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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, 2019: 
 
 Level 1 Level 2 Level 3 Total 
 
Fixed income securities $ - $ 134,894 $ - $ 134,894 
Fixed income pooled funds - 83,250 - 83,250 
Equity securities - 29,904 - 29,904 
Equity pooled funds - 33,739 - 33,739 
Real estate pooled funds - 55,250 22,975 78,225 
 
 $ - $ 337,038 $ 22,975 $ 360,012 
 
During 2020 and 2019, 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. 
 
  2020 2019 
 
Opening balance $ 22,975 $ 17,121 
Total gains (losses) recognized in net income (448) (589) 
Purchases 2,686 6,443  
 
Closing balance $ 25,213 $ 22,975 
 
Total unrealized loss relating to financial  

assets held at December 31 $ (903) $ (589) 
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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 
2020 value technique input Amount input 
 
Real estate pooled funds $ 25,213 Unadjusted Net assets $ 25,213 The estimated 
    net asset    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 
2019 value technique input Amount input 
 
Real estate pooled funds $ 22,975 Unadjusted Net assets $ 22,975 The estimated 
    net asset    fair value 
    value    would increase 
       (decrease) if the 

      respective fund’s 
       net asset value 
       was higher (lower) 
 

 

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. 
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27. Fair value of financial instruments (continued): 

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

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, 2020 $ 2,521 $ (2,521) 
At December 31, 2019 2,298 (2,298) 
 

 

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. 

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, 2020 and 2019, 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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