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Message from the Chair

~
©

and President & CEO

At WCB, we work hard to serve and support Albertans. Workers in our province deserve the best care and support
to recover from a workplace injury or iliness, and Alberta’s employers deserve affordable workplace protection for
themselves and their workers. Our Board of Directors and executive take these responsibilities seriously and are
committed to delivering a system that meets the current and future needs of our province.

As we reflect on the past year, it’s clear our collective successes were made possible through mindful collaboration with our
clients and partners. We wish to acknowledge each of you who contribute to the success and strength of our system. It is with
great pride we share and celebrate our 2023 results with you—results we achieved together.

Guiding the system

In 2019, we established a five-year strategic plan that put
workers at the centre of their recovery and employers at the
centre of guiding a safe and successful return to work. Four
strategic priorities guided us: a shared service journey, the
changing nature of claims, the changing nature of work and
technology modernization and innovation. This framework laid
the foundation for where we are today and sets us up well for
the future.

Evolving to support Albertans

In 2023, the Alberta economy experienced a period of strong
growth with a record number of Albertans working. While
this is positive news for our province, we also experienced
challenges. Claims with psychological barriers to return to
work increased in 2023, and we saw a significant number of
re-opened claims from previous years where the worker is no
longer working with their date-of-accident employer.

Workplaces have shifted dramatically in recent years and have
required creative approaches to respond to the changing
nature of work and claims. In the past year, we made great
progress in refining many of our processes and reducing hours
spent on routine tasks, allowing us to invest more time in
meaningful conversations with our clients to assist them on the
road to recovery.

Helping Albertans get back to work

The longer an injured worker remains off work, the less likely
itis they will ever return. Through partnerships, the use of
technology and innovative programs we achieved 88% return-
to-work success within four months and 85% of workers who
required re-employment assistance successfully returned

to work or were provided with a viable job lead. These are
significant achievements.

Workers, employers and health care providers comprise a
powerful network essential to this success as they are as
partners in return-to-work planning. New features in the
worker mobile app, employer mobile app and employer portal
made it easier to access information, collaborate and support
recovery and the return-to-work efforts.

Proactive services and supports are equally important to
achieve optimal return-to-work outcomes. We have made

meaningful strides in this area, including using technology
to help us predict when a worker might need extra support.
Early understanding of potential barriers to recovery and
fitness for work allows us to deliver the support workers need
when their recovery may be at risk. We see the effects of this
predictive support in our care for workers with psychological
injuries, having reduced the duration and impact of disability
for many people with serious and complex injuries.

Supporting workers with timely benefits and services
Our commitment to supporting workers and employers is
deeply engrained in the fabric of our system. The strength of
this commitment and its impacts are measured through our
clients’ satisfaction. In 2023, 86% of workers and employers
were satisfied with the transparency, timeliness and respect
they experienced in their interactions with us.

We understand that making timely decisions and payments
reduces uncertainty and stress and helps injured workers to
focus on their recovery. In 2023, 84% of workers with accepted
claims received benefits within 14 days, which significantly
reduces the financial strain for injured workers and their
families during what can be very challenging times.

This feedback and the specific results of our noble work
outlined in this annual report tell us our collective efforts are
working and motivates us to continue to do everything we can
to deliver on these commitments.

Celebrating our shared successes

As we reflect on the past year, we recognize that our collective
success could not have happened without collaboration. We
wish to acknowledge our team members and partners who are
committed to helping workers with their recovery and return to
work, and who contribute to the success of our system.

On behalf of the Board of Directors, our executive leadership
team and all staff at WCB, thank you. Your partnership,
collaboration and feedback make our system stronger. We look
forward to continuing this momentum in years to come as we
work together toward a safe, healthy and strong Alberta.

AP el

Dr. Ray Block, Chair, Board of Directors

Ay,

Trevor Alexander, President & CEO
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Our Board of Directors

WCB’s Board of Directors is representative of the interests of workers, employers and Alberta’s general public.
This ensures our board is informed by, and considerate of, the perspectives of key stakeholders in the workers’
compensation system. Each member brings unique insight and diverse experience to their role, and together
the board makes sure we are true to our mandate and deliver on our commitments.

Accountable to the Minister of Jobs, Economy and Trade, our board provides guidance to our executive leadership team
and ensures sound strategic direction.

Board members support the success of the workers’ compensation system through their oversight work on standing
committees focused on auditing, financial management, policy, human resources and governance.

Board Chair

Dr. Ray Block
Member since 2022

Audit and finance committees

Human resource and
governance committee

Policy committee

Mike Boyle
Member since 2019

Human resource and
governance committee

Policy committee (chair)

Shawna Miller
Member since 2020

Audit and finance committees

Brian McConkey
Member since 2020

Human resource and governance
committee (chair)

Policy committee

Mary Phillips-Rickey
Member since 2017

Audit and finance
committees (chair)

Brian Frank
Member since 2021

Policy committee

Human resource and
governance committee
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Our leaders

Our executive team, guided by our Board of Directors, is responsible for developing and executing strategies
that achieve our vision of a safe, healthy and strong Alberta.

Albertans deserve the very best from their workers’ compensation system, and our executive team aspires to deliver exactly that.

This team sets the direction for our organization and guides staff to imagine innovative solutions to meet the evolving needs of
the people we serve, now and into the future. They achieve this by investing in new partnerships, leveraging technology and
empowering staff to improve our services to deliver on our commitment to helping injured workers recover and return to work.

Our leaders are deeply passionate about creating a system for Albertans that is adaptive, responsive and delivers caring and
efficient service to the people who rely on us.

Trevor Alexander Wendy King

President & CEO Senior Vice President,
Operations and Innovation

Ron Helmhold Roxy Shulha-McKay

Chief Financial Officer Vice President,
Organizational Effectiveness

and Governance

William Ostapek
Secretary and General
Counsel

Marcela Matthew
Vice President,
Millard Health and
Special Care Services

Tarick Ahmad
Chief Technology Officer

Dayna Therien
Vice President,
Employee and
Corporate Services
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Our priorities and values

We are committed to delivering a strong, stable workers’ compensation system that meets the needs of
injured workers, employers and all Albertans.

Every decision we make is guided by three principles designed to ensure injured workers, employers and
health care providers feel truly engaged in their workers’ compensation system.

Guiding principles

financial

fair and balanced, sustainability

exceptional

service

WCB-Alberta 2023 Annual Report



Four strategic priorities

ourSshared service
jOU FNEY recognizes

that collaboration with

partners drives successful
return-to-work outcomes.
We're creating new ways
for our clients to interact
with us through innovative
and accessible technology
solutions that enhance their
experience and streamline

our operations.

The working world is
continually evolving. We
strive to keep pace with the
changing nature of
work tofind meaningful
opportunities for injured
workers to return to the
workplace, whether to their
date-of-accident job or by

following a new career path.

Psychological injuries are
complex and present unique
challenges for a successful
recovery. In response to the
changing nature
of claims, were

using new technologies

and collaborating with our
partners to provide timely

intervention and support.

We continue to modernize
our systems and services
to help clients interact
with us in ways that best
meet their needs. Through
technology and
innovation, were
creating a seamless and
intuitive experience for
clients and staff alike, while
ensuring transparency and

accessibility for all users.

WCB-Alberta 2023 Annual Report 5



Service journey critical milestones

Measuring what matters is key to excellent service and continuous improvement. We collaborate with workers
and employers to develop customized care plans that meet their unique needs and enable a successful return
to work. We measure these critical milestones to ensure our efforts make their journey smoother and simpler.

Make quick decisions and timely payments
Result:

Dealing with a workplace injury is challenging enough without having to o
worry about how to pay the bills. We’re committed to starting claims on 84 /O

the right track so injured workers can focus on what matters most—their of workers with accepted
recovery. That’s why our priority is to make claim decisions and issue claims received benefits
wage replacement benefits as quickly as possible. within 14 days.

In 2023 our goal was to issue wage-loss benefits to at least 83% of
workers within 14 days of registering their claim.

Keep workers engaged with work
Result:

For workers experiencing a disabling injury, modified work helps them O
stay connected to their job and colleagues while performing meaningful 3 2 /O

work. However, for about a quarter of the workers with a disabling injury, of workers with complex cases
the severity and complexity of their injuries means they are not yet fit secured modified work.

to return to their job after the first month. While modified work may not

be suitable for all of these individuals given the nature of their injury,

we know that a safe and timely return to work has a positive impact on

aworker’s overall health and well-being. To support these individuals,

we do everything we can to find ways for them to return safely to their

employer during their recovery.

We set out to negotiate a safe, modified-work option for at least 31%

of workers with complex cases (greater than 30 days) when they
became fit to perform light duties.

6 WCB-Alberta 2023 Annual Report



Reduce prolonged disability

The longer an injured worker remains off work, the less likely they will ever
return. This is why we do everything we can to help workers recover safely
and return to their work and lives. We partner with workers, employers and
service providers to make sure workers get important medical treatment and
support to help them recover as early as possible. Through consultation and
collaboration, we create customized plans to help workers stay connected to
their job and achieve the best possible recovery.

Our goal was to return at least 85% of workers to work (including
modified work) within four months of their iliness or injury. We exceeded
this commitment by teaming up with our clients and partners.

Result:

88%

of workers achieved
fitness for work within
four months.

Find realistic and accessible jobs

A serious injury can prevent a worker from returning to their job, but it
doesn’t need to stop them from contributing their experience to meaningful
work. Timely and effective re-employment services give workers the
confidence and support they need to build new skills or transfer existing
skills into new job opportunities. From coaching and job-search support to
our innovative training-on-the-job program, we’re helping workers achieve
renewed success.

Last year we set a target to provide a job placement or at least one viable
job-lead to 85% of workers who required re-employment assistance.

Result:

85%

of workers secured a job
placement or a viable
job-lead.

Work together towards success

We know the workers’ compensation system is strongest when workers
and employers feel empowered to participate fully in their claim or account.
We strive to achieve this by focusing on timely communication that is
transparent, respectful and actively engages both workers and employers
throughout their experience with us. Each year we survey 1,600 workers
and 1,600 employers to get feedback on how we are doing.

In 2023 we committed to ensuring at least 85% of workers and employers
were satisfied with the timeliness, transparency and respect they
received from WCB.

Result:

86%

of workers and employers
were satisfied with the
timeliness, transparency and
respect of their interactions
with WCB.

WCB-Alberta 2023 Annual Report



Our 2023 goals and results

Our shared service journey

We’re improving client interactions and return-to-work outcomes through
investments in service, collaboration and engagement.

We strive to evolve the workers’ compensation system, putting workers at the centre of their recovery and employers at the
centre of guiding a safe and successful return to work.

By thoughtfully leveraging new technologies, we’re finding creative ways to streamline our processes and expand self-serve
options for workers and employers to manage their claims. This allows us to direct more time toward meaningful conversations
that support care and recovery.

2023 results

We’re transforming our processes to create more one-on-one time for clients.

We streamlined processes related to long-term wage loss and modified work, reducing nearly 26,000 hours of routine
administration. We achieved this by adding new functionality to our internal tools including auto-population features,
checklists and a modified-work planner. Refining these processes creates more opportunities and time for our clients
to have valuable conversations with their case managers during their recovery and return-to-work planning. This
leads to better outcomes and greater satisfaction for clients and staff alike.

We’re developing smart tasks to help claim owners with different experience levels
ensure the best care for workers.

Smart tasks guide new staff with step-by-step prompts based on disability management best practices and streamline
tasks for more seasoned decision makers. This builds consistent skill and experience, creates capacity for our experts
and improves our service delivery to make sure workers get the best, and most timely, treatment and support.

We're using technology to energize conversations about modified work.

Our people-focused technology is making it easier than ever for workers and employers to access claim information
and collaborate on return-to-work planning. The worker mobile app allows workers to see where they are in their
recovery process and view information about modified work so they can share ideas and discuss return-to-work
options with their employer and case manager.

Employers have a new digital dashboard that provides up-to-date information about their worker’s readiness for
work, enabling them to start the return-to-work conversation as early as possible. A premium simulator and key
performance indicators help employers understand how timely modified work can improve their performance and
reduce their premiums.

8 WCB-Alberta 2023 Annual Report



The changing nature of work

We’'re helping injured workers and their employers adapt to the ways
work in our province is changing.

A shift to remote work and the growing use of technology are among the factors redefining roles and changing skill
sets in today’s workplace. As we navigate this new reality, we continue to deliver opportunities for injured workers
to recover and return safely to work. We're developing ways to keep workers attached to their jobs by reimagining
modified-work opportunities, enhancing partnerships and leveraging data.

2023 results

We’'re connecting workers, employers and service providers to share key insights and
improve return-to-work outcomes.

Workers benefit from care plans that meet their unique needs to achieve a safe and successful return to their

job. We're consulting with return-to-work providers to find ways to enhance our digital tools to support easier
communication and collaboration between the people involved in a worker’s return to work. In 2023 we completed
the design phase of this work. From here we will create a new platform to share insights and information that are
timely and facilitate key discussions between service providers, claim owners and employers. This is a foundational
step to strengthen collaborative care planning going forward.

We're helping workers keep their recovery and modified work on track by using machine
learning to predict when support is needed.
Thousands of workers benefit from modified work as part of a successful recovery. We’'ve created a model that flags

potential barriers that may prevent a worker from progressing to their full duties. This enables us to intervene at the
right time—with the right supports—to help keep their recovery on track.

We’'re giving employers tools to navigate new modified work arrangements.

The employer mobile app offers new self-serve tools to guide an employer through return-to-work planning by
providing updates on their worker’s physical abilities, and by offering examples of industry-specific modified duties
to help develop a modified work plan. This is an industry-leading product that provides online access to tools
designed specifically for employers to manage a successful return to work.

WCB-Alberta 2023 Annual Report 9



Our 2023 goals and results continued

We're delivering trauma-informed, leading-edge support for workers with
psychological injuries.

We’ve made great strides in our understanding of mental health and psychological injuries and continue to see growth in these
sensitive and complex claims. Early intervention and engaging workers, employers and partners are key to reducing the impact
of work-related psychological injuries and helping workers achieve successful outcomes.

2023 results

We’'re discovering new ways to help workers with complex cases achieve momentum in
their recovery.

Ateam of highly experienced and multidisciplinary staff collaborated with claim owners to design custom return-
to-work care plans for those workers struggling to achieve a successful return to work. These interventions led to
improved collaboration between employers, workers and service providers to support these workers in their recovery.
We made significant progress, helping 9% of these workers move to the next stage in their care plan. Though we fell
short of our target by 1%, we gained valuable insights from the process that will inform future strategies to support
these workers.

We’'re helping workers with post-traumatic stress disorder reduce their disability
duration with timely supports.

The impact of a psychological workplace injury on a person’s life can be profound and long-lasting. Our goal is

to reduce this impact by finding new ways to help workers recover as safely and quickly as possible. Last year we
identified workers with post-traumatic stress who were most at risk of prolonged disability (greater than one year)
using a predictive machine-learning model. This allowed us to act proactively to engage the worker, their treatment
providers and their employer to discuss the best combination of supports to suit their unique needs. This collaborative
approach helped reduce the duration of disability by 3% (on a target of 5%). That small number had a big impact on
many people with serious and complex needs.

We’re equipping our provider network with training opportunities to improve safe and
sustainable return to work.

Building on previous success, we offered learning opportunities to our network of psychological service providers to
help them gain a better understanding of the benefits of returning to work for workers with psychological injuries.

In 2023, we surpassed our participation goal of 100 as 238 providers participated in virtual learning, 122 took
advantage of self-directed learning and 138 received personalized coaching. This engagement and collaboration
helped 659 workers with a psychological injury successfully achieve the wellness needed to re-engage in work,
contributing to a 3% reduction in total disability days, falling short of our 10% goal.

Psychological injury providers are key partners in return-to-work planning. Helping them understand the importance
and value of supporting workers to participate in modified or alternate employment is the first crucial step in their
patients’ return-to-work success.

10 WCB-Alberta 2023 Annual Report



Technology modernization

We’re adapting to our clients’ evolving needs by investing in modern,
flexible and secure technology solutions.

Technology has changed the way we live, work and connect with each other. We continue to invest in technology to
improve our ability to securely deliver services to customers, partners and staff. Our digital transformation helps us
enhance our client experiences and build business efficiencies while continuing to strengthen cybersecurity.

2023 results

We’re advancing our strategic data and analytic capabilities to drive data-informed
decisions for staff and stakeholders.

We have a wealth of data to draw from to inform decisions that will help our clients and partners achieve their
best return-to-work outcome and lead to improved organizational performance. Using machine learning to
analyze data, we are discovering ways workers can receive the treatment and support they need more quickly.
We’re improving our service delivery with a data platform that’s fast and efficient and reduces implementation
time for future projects.

We're strengthening our systems to protect our clients’ online safety and security.

As our technology evolves, so do our safeguards. We want our clients to have peace of mind knowing their
personal information is secure no matter how they connect with us. We’ve introduced a new security platform
with two-step verification that allows users to connect easily across web and mobile channels using a single
login. We've also created a comprehensive road map to refine security protocols, processes and controls across
our technology ecosystem, ensuring our clients can remain confident in our responsive and robust privacy and
data protection measures.

We’re simplifying accounts across platforms to enrich the customer and employee
experience.

Technology has revealed new opportunities for our clients and partners to interact with us. This year we
evaluated core business applications to shape our future technology strategies as part of our focus to provide

a superior customer experience. We launched efforts to enhance the payment batch process to make sure we
continue to deliver reliable and timely payments to the workers who rely on them. In addition, we reviewed
internal systems including establishing a refreshed information architecture for a modern intranet that will guide
our plans to optimize experience and give staff the tools they need to thrive and deliver exceptional client care.

WCB-Alberta 2023 Annual Report
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Timely and effective resolution

The Dispute Resolution and Decision Review Body (DRDRB) provides collaborative support for workers and
employers to address and review concerns about decisions with the goal of reaching resolution.

We strive to ensure decisions are fair, transparent and clearly understood.

The DRDRB helps workers and employers navigate the appeal process, addresses concerns and evaluates decision accuracy.
We work to resolve issues at the earliest possible opportunity when a client does not agree with a claim or account decision.
We know the decisions we make affect people’s lives, so we are committed to making sure we consider all the facts and
understand all perspectives.

When a client questions or doesn’t agree with a decision on their claim, they have options. The first step is for the worker
or employer to speak with the decision maker to see if they can resolve the issue and, if necessary, speak with a supervisor.
If their concern remains unresolved, they can move to a quality review process at the DRDRB.

If after a review by the DRDRB, a worker or employer still disagrees with a decision, the independent and external Appeals
Commission is the next step in the process. If the Appeals Commission disagrees with the DRDRB’s decision, we implement
the changes quickly and connect with the impacted party within five days of the decision from the Appeals Commission.

The main areas of concern raised to the DRDRB in 2023 included:

= |nitial entitlement to compensation
= Accuracy of benefit payment calculations
= Aworker’s ability (or inability) to perform their regular or modified duties at any point in their claim

We monitor, review and report on decision outcomes to support future improvements.

In order to support excellence in decision making, the DRDRB regularly monitors and reports decision accuracy outcomes and
observations to business areas for learning and coaching purposes. Of the 3,091 requests for review received by our customer
service teams, only 3.6% of those decisions (110) were overturned by the Appeals Commission.

In 2023
we administered

190,989

claims.

Of those claims,

3,091
clientssenta
request for review ttz't? 1D(I:DRB
E—— to Customer wentto the :
= Service with 86% actioned 520 110
— | within *40 days; wentto the decisions were

—— Appeals overturned by
_ ] e Commission. the Appeals
Commission.

*We are committed to an inclusive review process that is adaptable to our clients’ needs. At any point, a client can temporarily withdraw their request for
review to gather additional information or secure representation. The length of time a client chooses to withdraw their review varies based on their individual
needs and is not reflected in the DRDRB’s time to action. Once a client indicates they are ready to proceed, the DRDRB continues to action the review.
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Fair Process Review Centre

A message from Rebecca Hayes,
Fairness Review Officer

The Fair Process Review Centre (FPRC) is an independent office at WCB that reviews administrative
fairness complaints from workers, their dependents and employers. The FPRC was created to ensure
WCB provides injured workers and employers with service that is respectful, fair and timely. The FPRC
does not review or overturn decisions but focuses on clients’ experiences leading up to those decisions.
To ensure our fairness review function is neutral, impartial and independent, as the Fairness Review
Officer | report functionally to the Board of Directors—specifically to the audit committee—and
administratively to the President & CEO.

When a client raises an inquiry with the FPRC, our priority is to deliver timely and meaningful action while
ensuring fairness and organizational accountability.

The main fairness concerns raised to our office in 2023 are captured by two themes:
= Communication timeliness and completeness or clarity of communication: Often these
communication concerns centered on process or service expectations.

= Process timeliness: Clients raise these concerns when the pace of decision-making or procedural steps
seemed slow or delayed from their perspectives.

When the FPRC identifies gaps in service, we make recommendations to the operations management team
to address and resolve these issues. These may include apologies for gaps in communication or detailed
information and letters of explanation.

Inquiries in 2023 included:

176 inquiries

* Closure volume is a rolling total and includes inquiries initiated in previous months.

WCB-Alberta 2023 Annual Report 13



Fair Process Review Centre 2023 results continued

The team provides
four stages of support
to clients:

Navigation

= We helped 94 clients navigate to the appropriate process or resource to address their concerns.
On average, these inquiries were resolved in 15 days from the date the client contacted our office.

Most of these closures reflect clients approaching the FPRC with concerns related to claim decisions and are most
appropriately addressed through the decision review process. When appropriate, the FPRC recommends the
advocacy services of the external Advisor Office for Alberta Workers’ Compensation.

Early resolution

= We negotiated successful early resolution for 39 clients.
On average, these inquiries were resolved in 14 days from the date of referral to Customer Service.

In these cases, the client approached the FPRC with a fairness concern they had not yet raised with the appropriate
operational levels (as outlined in WCB’s Code of Rights and Conduct). The FPRC facilitates clarification around the
client’s concerns and their desired resolution and works with WCB’s Customer Service teams to achieve resolution.

Complex issue investigation

= We also completed thorough complex issue investigations for 38 clients.
On average, these investigations were completed in 66 days from the date of assignment.

In cases where a client’s concerns were not resolved through the navigation and early resolution process, the FPRC
investigates the concerns and interactions with the claim management team. This typically occurs on claims and
issues that are considerably more complex and longstanding; these cases often involve multiple levels of WCB
management review.

When we find a gap in service, we also share our findings and recommendations with the respective supervisors
and managers to support their coaching and staff development efforts. Of the 38 complex issue investigations in
2023, recommendations were identified in 15 cases.

No system-level recommendations were required in 2023.

Ombudsman referral

At the conclusion of each investigation, we advise clients that they can also raise concerns about their review to the
Alberta Ombudsman’s office. This is the final level of review for administrative fairness concerns.

Itis the goal of the FPRC to ensure people feel heard and their fairness concerns are addressed appropriately
and transparently. WCB's Fairness Review Mandate outlines the authority, mandate, jurisdiction and reporting
relationship of the fairness review officer.

My team looks forward to continuing to provide this important service for our clients.

g

Rebecca Hayes, Fairness Review Officer
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Management's Discussion and Analysis of 2023 Financial
Statements and Operating Results

The Management's Discussion and Analysis of Financial Statements and Operating Results (MD&A) provides management’s
perspective on key events, transactions and issues that affect current and future performance of the Workers’ Compensation
Board - Alberta (WCB). The MD&A, prepared as of April 30, 2024, should be read in conjunction with the audited financial
statements and accompanying notes for the year ended December 31, 2023.

Forward-looking statements

This report contains forward-looking statements about certain matters that are by their nature subject to many risks and
uncertainties, which may cause actual results to differ materially from the statements made herein. Forward-looking
statements include, but are not limited to, WCB objectives, strategies, targeted and expected financial results. They also
include the outlook for WCB’s business and for the Alberta and global economies. Risks and uncertainties arise from, but
are not limited to, changing capital market, industry, and general economic factors or conditions; geopolitical instability;
global or domestic pandemics; climate change; demographic and medical technology changes affecting claims and related
costs; changes in legislation affecting WCB policies and practices; changes in accounting and actuarial standards; inability
to retain and recruit qualified personnel; and other risks, known or unknown. Some are predictable or within WCB control;
many are not. The reader is hereby cautioned not to place undue reliance on these forward-looking statements.

Unless otherwise indicated, all amounts shown are in millions of Canadian dollars.

Management's Discussion and Analysis of 2023 Financial Statements and Operating Results
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Business Overview

Corporate profile

Founded in 1918, WCB is a statutory corporation with a legislative mandate under the Workers’ Compensation Act (the
Act) to administer the workers’ compensation system for the province of Alberta. While accountable to the Minister
of Jobs, Economy and Trade, WCB is independently funded and operated. Through the payment of premiums, nearly
157,500 employers fund the system, which covers approximately 2 million workers.

WCB’s mandate

In Canada, workers’ compensation is a no-fault disability system that protects both employers and workers against
the economic impact of work-related injuries and occupational diseases. Based on the Meredith Principles, the
system covers injured workers for lost employment income and provides health care, rehabilitation and other services
required due to a work-related injury, while employers are shielded from litigation. This system brings economic
stability to the workplace through collective liability that minimizes the risks and expenses of injury. To achieve these
objectives, the Act established the Accident Fund and imposed a statutory obligation on WCB to ensure that it be fully
funded.

WCB'’s vision and mission
The core principles set out in WCB'’s vision and mission shape the corporate beliefs and values that guide the
organization’s operating philosophy.
Vision
Albertans working—a safe, healthy and strong Alberta.
Mission
WCB-Alberta, working together with our partners, will significantly and measurably reduce the impact of
workplace iliness and injury on Albertans.

WCB'’s strategic vision is to make a positive and lasting impact on the people, society and economy of Alberta through
what it does, while the mission statement describes the guidelines for how it intends to conduct business.

WCB-Alberta 2023 Annual Report



2023 Financial Performance

The 2023 financial statements accompanying the MD&A represent the audited financial statements prepared in
accordance with IFRS Accounting Standards (IFRS) including IFRS 17 Insurance Contracts (IFRS 17) which was effective
January 1, 2023. IFRS 17 replaced IFRS 4, an interim standard that largely permitted pre-existing insurance industry
and WCB accounting practice.

[FRS 17 IN THE WCB CONTEXT

WCB'’s business model differs substantively from the commercial insurance model for which IFRS 17 was intended and
on which the standard is based. IFRS 17 mandates the classification of costs into Insurance Management, Financial
Management and Administration. However, this classification does not align with WCB'’s classification for funding
purposes, which separately displays results from premium rate setting activities and asset liability management.
More important, IFRS 17 prescribes valuation changes that would introduce significant volatility to WCB’s annual
premium rate setting. Fully incorporating IFRS 17 into WCB'’s business and funding processes would have material
consequences for the Accident Fund and its stakeholders in terms of significantly increased premium rate and funding
level volatility.

WCB funding practice reflects a funding model based on long-term financial sustainability. In contrast, IFRS 17
introduces a financial reporting model reflecting a current market perspective focused on information needs for
investment and exit decisions, which inherently makes the financial results of the business more volatile. To shield
premium rate setting and funding processes from the volatility of IFRS 17 reporting, WCB will maintain Funding basis
reporting for evaluation of financial performance, rate setting and funding level sufficiency, financial planning and
decision making.

The following section provides an overview of WCB’s 2023 operating highlights based on IFRS, along with

a reconciliation to a Funding basis. This enables MD&A commentary on the 2023 rate setting and business
performance. Note that the unaudited Funding basis results, while more stable over the longer term, can be materially
different from the IFRS results in any given year. Financial results on the Funding basis are non-IFRS measures and

do not have a standardized meaning under IFRS Accounting Standards and, therefore, may not be comparable to
similar measures presented by other insurers. The Funding basis results supplement the related financial information
prepared in accordance with IFRS Accounting Standards.
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OPERATING HIGHLIGHTS AND FINANCIAL POSITION - IFRS BASIS

The 2023 Statement of Financial Performance and Comprehensive Income prepared on an IFRS basis segregates WCB'’s
financial results into three distinct categories: Insurance Management, Financial Management and Administration and
Other Expense as follows:

2023 2022

($ thousands) Actual Restated
Insurance management

Insurance revenue $ 1,353,301 $ 1,195,526

Insurance expense (2,508,458) (1,771,713)
Insurance management result (1,155,157) (576,187)
Financial management

Investment income and expense 939,261 (767,969)

Insurance finance income and expense (336,200) 1,740,500
Financial management result 603,061 972,531
Administration and other expense - net (88,544) (81,056)
Operating (deficit) surplus (640,640) 315,288
Other comprehensive income (28,167) 135,403
Total comprehensive income $ (668,807) $ 450,691

WCB reported a deficit from Insurance Management activities of $1.16 billion in 2023, largely due to insurance
liability remeasurement losses of $938.1 million, primarily arising from costs related to prior year injuries exceeding
expectations and the impact of changes in actuarial assumptions in 2023. The Insurance Management deficit was
$579.0 million higher than in 2022 due to remeasurement losses being $495.1 million higher than in 2022.

Financial Management activities produced a surplus of $603.1 million in 2023 due to an investment portfolio return
of 7.8% that exceeded the IFRS 17 nominal discount rate of 4.9% used to value the insurance liabilities, and was much
higher than the negative 5.8% return in 2022. Insurance finance expense of $336.2 million was approximately $2.1
billion lower than the insurance finance income in 2022 of $1.7 billion due to the change in the nominal discount rate
used to value the insurance liabilities in 2022 - the rate increased from 3.8% in 2021to0 4.9% in 2022 resulting in a
remeasurement gain of approximately $1.95 billion in 2022.

Administration and Other Expense of $88.5 million in 2023 primarily reflect the portion of Administration and Other
expenditures that do not arise directly from fulfillment of insurance contracts. Administration and Other Expense were
$7.5 million higher in 2023 than in 2022 due to lower net recovery of injury reduction program funding, along with
increased staff-related expenses.

Combining these three components above produced an overall operating deficit on an IFRS basis of $640.6 million in
2023, down from the $315.3 million operating surplus in 2022.
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The 2023 Statement of Financial Position prepared on an IFRS basis was as follows:

2023 2022
($ thousands) Actual Restated
Assets
Cash and cash equivalents $ 373,378 $ 186,421
Receivables and other assets 32,591 20,589
Investments 12,492,023 12,111,882
Property, plant and equipment 69,627 67,057
Intangible assets 36,125 43,335
Pension plan assets 34,650 57,537
$ 13,038,394 §$ 12,486,821
Liabilities
Trade and other liabilities $ 62,635 $ 56,194
Safety rebates 85,996 80,999
Employee benefits 45,563 39,705
Insurance liabilities 13,574,058 12,370,974
13,768,252 12,547,872
Fund Balance (729,858) (61,051)

$ 13,038,394 $ 12,486,821

Investments grew by $380.0 million over 2022 primarily from the 2023 investment income earned in the year less
the cash draws to fund operations. The Insurance liabilities grew by approximately $1.2 billion year-over-year due
primarily to the insurance liability remeasurement losses of $938.1 million mentioned previously.
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Reconciliation to funding basis
Areconciliation of the IFRS operating result to the Funding basis reflecting measurement and presentation
adjustments is presented in the table below:

Adjustments to reflect measurement and presentation on a Funding basis:

. . Administration Operating
. Insurance Financial
IFRS basis and other surplus
management  management .
expense (deficit)

($ thousands)

Statement of Financial Performance and Comprehensive Income (1,155,157) 603,061 (88,544) (640,640)
Reverse IFRS 17 onerous contract loss' (26,100) - - (26,100)
R th t of t lai lying fundi

.emeasure ezscos of current year claims applying funding 112,000 i i 112,000
discount rates
R h fpri lai lying fundi i
emeaasuret e cost of prior year claims applying funding discount . 532,100 i 532,100
rates
Reclassify remeasurement gains & losses to ALM result 938,081 (938,081) - -
Reclassify administration components that are part of rate setting (89,731) 1,187 88,544 -
(220,907) 198,267 = (22,640)
Asset Net funding
. . Customer s
Funding basis YT liability surplus
P management (deficit)

A reconciliation of the IFRS fund balance to the funding basis is presented in the table below:

Reconciliation of IFRS 17 Fund balance to Funding basis Fund balance
($ thousands) IFRS 17 basis (729,858)
Adjustments to reflect measurement on a Funding basis:
Reverse IFRS 17 retrospective adjustments at date of transition* 1,619,400
Funding basis 889,542
Funded Ratio 107.3%

As noted in the reconciliations above, the IFRS financial results are reconciled to the Funding basis by restating
the claim benefit obligations using a long-term stable funding discount rate and realigning the results into the two
Funding basis categories. The remeasurement of the claim benefit obligation on a Funding basis was endorsed by
WCB'’s independent signing Actuary. The Funding basis results are unaudited.

These reconciling items are intended to provide operating results on a Funding basis that are representative of the
‘fully funded cost of current year injuries’ to provide transparency to stakeholders on the sufficiency of 2023 premiums
to cover 2023 fully funded injury costs. Furthermore, restatement of the IFRS basis financial results to the Funding
basis provides a more stable baseline for ongoing evaluation of funding sufficiency of the Accident Fund and to
support funding decisions that are made from time to time.

The Board of Directors approved amendments to the Funding Policy effective January 1, 2023, to affirm continued use
of Funding basis financial reporting to inform fund management decisions.

The following sections provide commentary on WCB'’s financial condition and 2023 performance on a Funding basis.

"IFRS 17 requires immediate recognition (in the current period when the renewal premium rates are published) of an onerous contract loss when
premiums are determined insufficient to cover the expected insurance expense. Onerous contract losses are notimmediately recognized under the
funding basis, only as the losses are realized.

2To remeasure the cost of current year claims using the funding basis net discount rate of 3.6%
3 To remeasure the cost of prior year claims using the funding basis net discount rate of 3.6%.
“Derecognition of liability for remaining coverage and restatement of liability for incurred claims on a funding basis.
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OPERATING HIGHLIGHTS - FUNDING BASIS

At the highest and simplest level, WCB is involved in two core and complementary business activities: customer
operations and asset liability management (ALM).

Customer operations provide disability management for workplace injuries. Key business processes include rate
setting, assessment and collection of premiums from employers, payment of compensation benefits to injured
workers, return-to-work services and administration.

Asset liability management involves a risk-based approach to manage assets and liabilities so that sufficient assets
are available to pay for claim-related obligations. Key business processes include strategic financial planning,
investment management, claim benefit liability analysis and valuation, financial risk management and financial
performance reporting. Prudent asset liability management not only ensures security of benefits for workers and
fair premiums for employers but also provides appropriate tools for evaluating how effectively WCB is meeting its
financial obligations.

WCB'’s funding policy operates on the premise that in a given year, a link exists between current year premiums and
the cost of current year injuries, and asset liability management activities will generate investment returns sufficient
to cover the annual interest requirement on the claim benefit liability. Given the volatile performance of local and
global economies, forecasting these outcomes is subject to a great deal of uncertainty and risk. Consequently,
actual results will likely differ significantly from even the most rigorously developed plans. Surpluses or deficits can
arise when actual costs and returns are different from forecast expectations, which rely on economic and business
assumptions based on available information at a pointin time.

In 2023, WCB experienced an overall operating deficit on a Funding basis of $22.6 million. The factors contributing
to the deficit are as follows:

Customer operations
A deficit of $220.9 million as a result of insufficient premium revenue

* The Alberta economy demonstrated significant resilience through the COVID-19 pandemic, bouncing
back faster than expected and moving into a period of modest growth of 2023. Rising employment
levels coupled with decades-high levels of inflation, put upward pressure on claim costs. WCB remained
focused on delivering support through avenues that educate, engage and demonstrate care to every
worker, employer and health care provider.

« Employer assessable earnings of $114.7 billion were $1.6 billion (1.4%) above budget, and $7.1 billion
(6.6%) higher than 2022. Premium revenue ended the year at $1,428.1 million, which was $3.2 million
(0.2%) over budget and $156.5 million (12.3%) higher than 2022. However, subsidization of the 2023
premium rate meant that the resulting premium revenues collected were not sufficient to cover the
cost of injuries. The provision for the future cost of current year injuries was lower than budget, driven
by an increase in real rate of return assumptions and partially offset by higher-than-expected claim
experience. Together with the lower cost of current year injuries, this resulted in claim benefit expense
of $1,484.5 million, $47.8 million (3.1%) under budget and $93.7 million (6.7%) higher than 2022.
Overall, the average collected premium rate was $1.24, compared to an average required rate of $1.44.

Disabling claim volume decreased to 51,000 (-13.1%) from 58,700 in 2022 and the resulting disabling
injury rate per 100 covered workers fell to 2.5. Lost-time claim (LTC) volume decreased to 30,100
(-22.4%) from 38,800 in 2022 and the resulting LTC rate per 100 covered workers decreased to 1.5.
Total COVID disabling claims were approximately 2,400 in 2023, down 78.2% from 2022 COVID claims.
95.8% of COVID claims were lost time claims. Average claim duration increased, going from 62.6 days in

2022 to 65.1 days (4.0%) in 2023.
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Asset liability management
A surplus of $198.3 million as a result of strong investment returns

* Investment returns closed out the year with a net investment income of $939.3 million, which was $417.5
million (80.0%) ahead of budget. The portfolio earned a rate of return of 7.8% for the year, exceeding the
budget expectation of 4.3% but falling behind the benchmark return of 9.4%.

* The total actuarial remeasurement losses amounted to $168.7 million in 2023. These losses were primarily
driven by higher-than-expected claim experience in 2023, particularly due to increased economic loss
payment awards, along with changes in actuarial assumptions resulting from the experience studies
conducted that year. These losses were largely offset by a remeasurement gain from an increase in the
real rate of return assumption from 3.0% to 3.6% per annum.

The following table represents the operating highlights for each of WCB'’s key business activities on a Funding
basis:

Operating results by business activity

2023 2023 2022
($ millions) Budget Actual Actual
Customer operations
Premium revenue $ 1,4249 $ 1,428.1 % 1,271.6
Claim benefit expense (1,532.3) (1,484.5) (1,390.8)
Corporate administration and injury reduction (166.0) (164.5) (154.1)
Deficit from customer operations (273.4) (220.9) (273.3)
Asset liability management
Investment income 588.6 1,021.6 (709.0)
Investment management expense (66.8) (82.3) (59.0)
Net investment income 521.8 939.3 (768.0)
Interest expense on claim benefit liabilities (593.4) (573.5) (479.1)
Remeasurement of claim benefit liabilities = (168.7) 5.8
Other expense items (1.3) 1.2 (3.3)
Asset liability management expenses (594.7) (741.0) (476.6)
Surplus (deficit) from asset liability management (72.9) 198.3 (1,244.6)
OPERATING DEFICIT $ (346.3) $ (22.6) $ (1,517.9)
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Customer Operations

PREMIUMS o
Assessable earnings 115
AN $1.6 billion (1.4%) over budget 110
7' $7.1 billion (6.6%) higher than prior year £ 05
Year-over-year employment growth exceeded expectations as a 0

assessable earnings climbed 6.6% over prior year and 1.4% over budget.
Sectors representing the largest favourable variance to budget were 95
business services and manufacturing.

90
Premium revenue
1,450
A $3.2 million (0.2%) over budget
1,400
’ $156.5 million (12.3%) higher than prior year
1,350
Following the trend in assessable earnings, premium revenue out- £
performed budget by $3.2 million and by $156.5 million over 2022. = 1300
Sectors representing the largest favourable variances to budget “ P
were mining, oil & gas and business services.
1,200
1,150

Premium rates and assessable earnings
The chart below presents assessable earnings versus average premium rate required and collected from 2019
through 2023. Between 2020 and 2023 the premium rate required has remained relatively steady as both claim
benefit expenses and assessable earnings have increased at a similar rate. The growth pattern resulted in no
increase in the required rate in 2023. The overall rate setting gap shrank by $0.06 in 2023 to $0.20 versus $0.26
and $0.27 for 2022 and 2021 respectively.
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CLAIM BENEFIT EXPENSE

Claim benefit expense is an estimate of current and future costs arising from compensable injuries and exposures to
occupational diseases occurring in 2023, as well as the current and future costs to administer these claims.

Claim Benefit Expense

N $47.8 million (3.1%) under budget 1550 515323
’ $93.7 million (6.7%) higher than prior year
. . . 1,500 $1,484.5
The positive variance to budget is due to lower cost of current year
injuries and provision of future cost of current year injuries. Year-end v 1450
results were $93.7 million (6.7%) higher than prior year mainly due =
to a higher provision of future cost of current year injuries related to & 1400 BlEo0e
health care, long-term disability and short-term disability.
1,350
1,300
2023 2023 2022
Budget Actual Actual

Claim volume and injury rates

Disabling claim volume comprises two components: claims resulting in lost-time from work and those resulting
in no-lost-time due to a return to modified duties. Excluding COVID-19 claims, disabling claim volume increased
in 2023 (1.9%) due to increases in no-time-loss modified work (NTL-MW) volume (7.4%), while lost-time claims
decreased slightly (1.8%). Employment growth in 2023 resulted in higher risk of injury exposure but also provided
more modified work opportunities for injured workers. NTL-MW claim volume in 2023 reached the same level as
2019 but was still below the pre-pandemic average. Including COVID-19 claims, disabling claim volume in 2023
decreased by 13.1%, from a 22.4% decrease in LTC and a 5.0% increase in NTL-MW volume.

Claim injury rates are calculated based on claim volume and covered workers. In 2023, the number of covered
workers increased by 5.3%. However, as claim volumes decreased due to a fall in COVID-19 claims, both the
disabling and lost-time injury rates fell to 2.5 and 1.5 injuries per 100 covered workers respectively.

Claim Volume and Injury Rates
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CORPORATE ADMINISTRATION

Corporate Administration

7' $1.7 million (1.8%) over budget

7' $3.3 million (3.6%) higher than prior year 100 $95.1
95 $93.4 :
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service benefits and other current period staffing benefit plans. MY
70
65
60
2023 2023 2022
Budget Actual Actual

Asset Liability Management

The Act requires that the Accident Fund remain fully funded such that sufficient assets are maintained to pay for the
liability obligations of the fund. It follows that the financial risks inherent in those assets and liabilities need to be fully
understood and carefully managed to limit the risk that fluctuations on either side cause the Accident Fund to become
unfunded. ALM helps determine an appropriate investment strategy to reduce funding risk.

The portfolio is prudently managed within a robust ALM framework, which involves an integrated risk-based approach
to managing the fund’s assets within the context of the claim benefit obligations they are expected to safeguard.
Financial risks are modeled and studied on a regular basis, to confirm that the portfolio can deliver on its requirement
to pay for the obligations of the fund well into the future. Volatility in investment markets and the economic
environment makes this a complex and challenging exercise. However, strong risk management practices supported
by modeling software provide a systematic and consistent platform for monitoring the emerging risk profile of the
assets and liabilities. Throughout the year, risk metrics confirmed that the Accident Fund was operating within an
acceptable level of risk.

Net Investment Income

INVESTMENTS
Net Investment Income 1,200
- 939.3
7' $417.5 million (80.0%) over budget 1223 s
ﬂ $1,707.3 million (222.3%) higher than prior year 600  $521.8
. 400
While aggressive interest rate hikes led to negative returns in the £ 00
prior year, the portfolio in 2023 benefitted from expectations that = B
rates will soon begin to fall and an improved outlook for the global (200)
economy. The resulting strong equity and bond performance was Eggg;
partially offset by muted private market returns, resulting in net (800)
investment income that was higher than budget. (1,000) Ry
2023 2023 2022
Budget Actual Actual

The portfolio earned a rate of return of 7.8% net of fees in 2023 (1.6%

below the policy benchmark) and 5.1% for the four-year period ending

December 31, 2023 (1.2% above the policy benchmark). Despite facing the challenges of a restrictive financial
environment, the resiliency of the global economy and a dovish pivot by major central banks late in the year propelled
public market assets to end the year strong. Infrastructure investments also served to boost the portfolio return but
were offset by the muted performance of other private assets including mortgages and real estate. The primary goal
of the investment portfolio is to earn a long-term rate of return that meets or exceeds the actuarial nominal rate of
return on a Funding basis (referred to as the actuarial discount rate). On this basis, the portfolio’s rate of return of 7.8%
exceeded the actuarial expectation (Funding basis) of 5.3% for 2023, however results are mixed over the four (5.1%)
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and ten-year (6.8%) periods as the negative 5.8% return in 2022 hampered the ability to exceed this nominal rate in
the mid-term. The long-term return remains consistent with the expected level of risk as set in the Investment Policy
Statement and the ALM framework.

Investment returns play a pivotal role in WCB'’s financial results. The following provides an overview of the economic
and market forces that had a directimpact on WCB's investment portfolio and returns.

Capital markets overview

Following a tumultuous year in capital markets, investors began 2023 concerned about the continued impacts of
aggressive rate hikes by central banks to combat unrelenting inflation and the subsequent risk that this monetary
policy could cause a recession. As a whole, the global economy proved to be much more resilient than had been
expected. Volatility again dominated as investors reacted to negative outcomes from high interest rates such as

the U.S. regional banking failures, enthusiasm over Al-related stocks and various other data points that swayed
expectations for how high rates would go and how long the elevated levels would remain. However, inflation did
eventually trend to more reasonable levels which allowed central banks to step back on any further rate increases and
instead signal that rate cuts were on the horizon in 2024, leading to a late year capital market rally.

Performance was positive across most asset classes in 2023. US equities ended the year just shy of their all-time
highs, with the S&P 500 posting an overall return of 26.3% (in USD) or 22.9% (in CAD). Global equities were not far
behind at 20.5% while Canadian and emerging markets equities gained 11.8% and 9.8% respectively. A sharp decline
in bond yields in Q4 helped global bond investors avert an unprecedented third consecutive year of negative returns.
Canadian bonds ended the year with returns of 6.7%, having achieved an impressive gain of 8.4% in Q4. Alternative
assets, including infrastructure and real estate, generated reasonable income returns as an offset to weak capital
returns resulting from muted asset valuations. Real estate valuations in particular, were significantly impacted by high

interest rates, low transaction volume and secular headwinds in the retail and office sectors.

CLAIM BENEFIT LIABILITIES

At the end of each fiscal year, WCB determines its claim benefit liabilities for all injuries that have occurred on or prior to
that date, as well as for past exposures that may result in future occupational disease claims. These liabilities represent
the actuarial present value of all future benefits and related administration costs, excluding costs attributable to
self-insured employers. As at December 31, 2023, the estimated future payments amounted to $28.6 billion. After
discounting them at a real rate of return of 3.6% per annum, the total claim benefit liabilities were $12.0 billion on a
Funding basis, which represents an increase of $0.57 billion over 2022. The claim benefit liabilities determined on a
Funding basis were reviewed and endorsed by WCB’s independent signing Actuary. The Funding basis results are
unaudited.

Effect of discounting
The difference between the future payments and the present value highlights the significant effect of discounting, as

shown in the table below.

Years 16 &

($ billions) Years1to 5 Years 6to 15 Total
Beyond

Timing of future payments $ 50 $ 69 $ 16.7 $ 28.6

Effect of discounting (0.6) (2.8) (13.2) (16.6)

Claim benefit liabilities (funding basis) $ 12.0
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Funding

The Funding Policy is the primary instrument through which WCB manages its capital or fund structure and provides
direction for setting premium rates and the optimum funding level. Details of the Funding Policy may be found in the
Policy and Legislation section of WCB’s website.

FUNDING PRINCIPLES AND POLICY

The strategic aim of funding and investment policies is to strive for balance between financial risk (i.e., volatility),
investment returns and funding sustainability. Specifically, the Funding Policy embodies these financial objectives:

* Minimize the risk of becoming unfunded.
* Minimize cost volatility to employers.
» Ensure alink exists between current premiums and the cost of current year injuries.

The funding mechanisms that evolve from these objectives address those risks that may affect the financial
sustainability of WCB over the long term —primarily investment volatility. Funding Policy rules are in place to minimize
these risks, with ongoing monitoring and evaluation to ensure they continue to respond effectively to changing
economic conditions.

The Board approved amendments to the Funding Policy effective January 1, 2023, to affirm continued use of Funding
basis financial reporting to inform funding level decisions. Details of the Funding Policy may be found in the Policy and
Legislation section of WCB’s website.

FUNDING LEVEL

As at December 31, 2023, the Funded Ratio (total assets to total liabilities on a Funding basis) is 107.3% (2022 - 108.1%).
Viewed from another perspective, WCB has total assets of $13.1 billion to cover the discounted present value of its total
liabilities on a Funding basis of $12.2 billion. The Funded Ratio is above the legislative requirement of 100%.

The chart below displays the Fund Balance on a Funding basis and Funded Ratios for the five consecutive years ended
December 31:

Fund Balance on a funding basis and Funded Ratios
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Enterprise Risk Management

OVERSIGHT

Under WCB'’s corporate governance structure, the Board of Directors is responsible for overall risk management.
The executive team, which has a mandate to identify and manage enterprise-level risk, is assisted by the Planning &
Priorities Committee, composed of a group of senior managers with responsibility for risk identification, assessment
and mitigation at the operating level.

RISK ASSESSMENT

WCB has three primary processes for managing risk. First, risk management is integral to the day-to-day business.
Major projects and changes to business processes must go through a documented risk analysis to assess risk and
identify mitigation plans and controls to lessen the likelihood or impact of these risks. The second process is to
complete a systematic and comprehensive risk assessment of emerging corporate risks as they develop throughout
the year. Finally, WCB also completes corporate risk assessments during the year that engage departmental
management teams and senior managers to develop a comprehensive organizational risk register. The executive team
prioritizes those risks with the highest potential residual impact to WCB and selects some for comprehensive risk
assessment and mitigation.

SIGNIFICANT RISKS

WCB has identified the following risk exposures that could have significant impact on the organization and its
operations.

Benefit cost risk

Many of WCB'’s claim-related benefits are subject to external factors that have potentially significant impacts on the
amount and duration of related benefit costs. These risks and uncertainties are driven largely by economic conditions
such as health care inflation and utilization, as well as employment and wage growth. Other factors may also arise
through administrative precedents established through the appeals process, legislative changes or from new medical
findings for occupational disease. All of these factors add significant uncertainty to WCB'’s cost structure and may
impose, over time, pressures on the funding level.

Fraud-related risk

Every year, WCB collects over one billion dollars in premium revenue to cover current and future costs arising from
compensable injuries and exposures to occupational diseases occurring in the year, as well as the future costs to
administer these claims. The magnitude of these costs and the number of individuals and companies involved in these
processes—nearly 157,500 employers, approximately 191,000 injured workers and thousands of service providers—
creates inherent risk for fraud. WCB employs an extensive audit program to monitor the organization’s ability to
protect against fraud and implements additional controls, as required, to strengthen WCB’s management of fraud risk.

Funding risk

Managing the components of WCB’s overall funding level is a complex process that involves forecasting, liability
projection, investment management and operational performance. Although processes are within management’s
influence or control, many of the assumptions used in forecasting involve significant uncertainty regarding the future.
Asset liability management is at the forefront to ensure that tools, forecasting and financial planning remain relevant to
support sound decision-making processes within WCB.

Investment risk

In its investment portfolio, WCB is exposed to financial risk, which includes market and portfolio risk, among others.
Market risk is the risk that the fair value of investments and/or associated cash flows may change because of changing
general economic conditions or events that broadly affect capital markets. Portfolio risk relates to specific composition
and management of WCB'’s portfolio. Details of financial risks related to investments are discussed in Note 7
Investment Risk Management, in the accompanying financial statements and notes.
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Premium risk

WCB has exposure to premium risk, which is the risk that premiums set for the coming fiscal period will not be
sufficient to cover the operating costs in that year. The risk is largely driven by provincial economic conditions such as
employment growth and wage escalation. To manage premium risk, WCB has instituted a comprehensive forecasting
program that leverages widely accepted economic-forecasting sources such as the Conference Board of Canada.

Technology risk

To support its core business processes, WCB uses a number of information systems for processing transactions and
maintaining injured worker and employer information. If these systems were to fail or were compromised, significant
disruption to business processes and customer service could result. To mitigate technology risk, WCB maintains a
business continuity plan, system controls and backup systems to address processing failures and provides extensive
training to develop internal system expertise.

Material Accounting Policies and Significant Accounting Estimates

The preparation of financial statements in accordance with IFRS requires that management select accounting

policies and make judgments, assumptions and estimates that could significantly affect current and future results

of operations and financial condition. Certain of those accounting policies involve significant accounting estimates
because they require WCB to make particularly subjective or complex judgments about matters that are inherently
uncertain, with the likelihood that materially different amounts could be reported using different assumptions or
under different business strategies and conditions. WCB has discussed the development, selection, and application of
key accounting policies, and the significant accounting estimates and the underlying judgments and assumptions they
involve, with the Audit Committee of the Board of Directors.

The following sections discuss how those material accounting policies, together with the underlying judgments,
assumptions, and estimates that management has applied, could materially affect the amounts reported in the
financial statements.

ACCOUNTING POLICIES

WCB’s material accounting policies and their effects on reported results are described in various notes to the audited
financial statements in the 2023 Annual Report.

ACCOUNTING ESTIMATES

Valuation of insurance liabilities

W(CB has significant obligations extending well into the future for compensation benefits to injured workers. In
determining the valuation of these obligations WCB applies the actuarial present-value methodology. Actuarial
methodology projects benefit payment streams into the future and discounts them to present value using a discount
rate assumption.

For the measurement of insurance liabilities under IFRS 17, benefit payments (i.e., fulfilment cash flows arising from
claim liabilities) are projected into the future and discounted to present value using a rate curve derived from market
consistent yields of debt securities that have similar duration and other risk characteristics, adjusted for credit and
liquidity risk. Similarly, the inflation assumption will reflect market observations along a curve rather than a constant
assumption. An onerous contract loss, if any, is also recognized in insurance liabilities. Actuarial determination of the
risk adjustment and contractual service margin is not required as both are set at zero due to the design of statutory
insurance.

Please refer to Note 3 Accounting Policy Changes in the accompanying financial statements for highlights of the
changes to insurance liabilities arising from application of IFRS 17 effective January 1, 2023.

Details of the valuation are in Note 12 Insurance Contracts, with sensitivity of the associated risks in Note 14 Insurance
Risk and Risk Management, and the effect of changes in the discount rate assumption in Note 15 Insurance Finance
Income and Expense, in the accompanying financial statements and notes.
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Valuation of investments

The WCB investment portfolio is managed by the Alberta Investment Management Corporation (AIMCo). Instead of
directly holding individual securities, the portfolio is invested in AIMCo pooled funds encompassing the same asset
classes. AIMCo pooled funds issue redeemable units that confer a right to a proportionate share of the income and

net assets of the respective fund, but unit holders have neither the power to direct management of the funds, nor any
enforceable interests in the underlying securities. Accordingly, the fund unit is the unit of account for recognition and
measurement of portfolio investments. As a financial instrument, the fund unit is measured at fair value, which reflects
the valuation of the underlying holdings of the fund on a fair value basis. Because the fair value of these units reported
in the statement of financial position approximates their market value, they are exposed to measurement volatility
during periods of economic and market instability.

As the investment manager, AIMCo uses judgment in fair value measurement of the underlying assets and liabilities
in each pooled fund in selecting and/or developing appropriate valuation techniques, assumptions, risk factors, and
input data consistent with observable market information. For those pooled funds holding private (i.e., non tradable)
investments, the degree of measurement uncertainty inherent in their valuations, as well as the nature of the market
for such assets, may cause their estimated fair value to differ materially from their realized value, depending on
prevailing market conditions at the time of sale or liquidation.

Details of investment assets and their inherent risks are in Note 5 Investments and Note 7 Investment Risk Management
in the accompanying financial statements and notes.

Valuation of employee benefit liabilities

Application of defined benefit accounting for WCB’s employee post-employment plans requires an actuarial
determination of employee benefit obligations extending well into the future. Furthermore, WCB'’s participation in
multi-employer defined pension plans entails significant use of judgment in determining its economic exposure to the
respective plan assets and liabilities, and selecting or developing measurement methodologies, data and assumptions
consistent with WCB'’s proportionate participation.

The actuarial valuation process projects benefit cost streams into the future and discounts them to present value using
a discount rate linked to market yields on high quality corporate bonds with similar risk and cash flow characteristics as
the benefit liabilities. Measurement uncertainty is high because judgments and assumptions regarding the estimated
amount, timing, and duration of benefit commitments many years in the future are inherently difficult to predict
reliably and are subject to external factors outside management’s control. Since these judgments and assumptions
may change in response to current and future economic conditions, benefit plan remeasurement arising from changes
in judgments and assumptions in any given period, may also result in material changes to the related liabilities or
assets, if any. Details of WCB'’s sponsored and multi-employer defined benefit plans are in Note 11 Employee Benefits in
the accompanying financial statements and notes.

Estimated premiums

The reported premium revenue at year-end includes an estimate of premium adjustments, primarily related to
unreported payrolls as at the reporting date, as well as an estimate for safety rebates earned by participating
employers that have met performance criteria for workplace safety. Premium receivables at year-end also include

an estimate for expected credit losses. Generation of these estimates requires use of judgment in developing the
methodology as well as the relevant economic assumptions. As such, actual premiums, safety rebates, and collections
may differ from reported amounts in periods of economic uncertainty.

Details of these estimates are in Note 13 Insurance Revenue and Expenses in the accompanying financial statements
and notes.
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Governance and Compliance

Legislative authority
Under the authority of the Act, WCB is a provincial board-governed organization that operates independently while
reporting to the Minister of Jobs, Economy and Trade.

Internal control over financial reporting

Management is responsible for establishing and maintaining adequate internal control over financial reporting
(ICOFR) to provide reasonable assurance regarding the reliability of the entity’s financial reporting and the preparation
of its financial statements in accordance with IFRS. WCB has developed a framework and plan for the overall ICOFR
program, which is based on best practices under the COSO' and COBIT? frameworks. The ICOFR program is assisted
by WCB’s Management Audit Services group and program results are shared with the Office of the Auditor General.

Business planning

An important aspect of financial planning and budgeting is linkage to WCB’s strategic plan and the resulting corporate
objectives developed each year in support of the strategic plan. These objectives and the related performance
indicators set the direction for the organization and identify the significant areas of focus for the coming year. The
annual budget establishes the foundation for appropriate resource allocation for achieving the corporate objectives.

Emerging Reporting Issues

WCB conducts continuous environmental scans of the financial reporting and actuarial standard-setting landscape.
Important developments in recognition and measurement of critical financial statement items may have significant
implications for fund balance in the current and future reporting periods. Once standards are officially issued, WCB
analyzes their key requirements to ensure that any major impacts on the organization are well understood, thus
facilitating timely planning and effective implementation of accounting processes and systems that will result in high-
quality financial reporting.

On April 9, 2024, the International Accounting Standards Board (IASB) released IFRS 18 Presentation and Disclosure in
Financial Statements (IFRS 18) to replace IAS 1 Presentation of Financial Statements (IAS 1). Many of the principles and
requirements in IAS 1 will be retained with limited changes.

The key concepts introduced in IFRS 18 primarily affect the structure of the statement of profit or loss; new note
disclosures for certain profit or loss performance measures that are reported outside an entity’s financial statements;
and enhanced principles governing aggregation and disaggregation of results in the primary financial statements and
notes.

WCB is in the process of assessing the impact of the new standard. IFRS 18 will be effective for reporting periods
beginning on or after January 1, 2027, and retrospectively for all comparative periods presented. Early adoption is
permitted.

" Committee of Sponsoring Organizations of the Treadway Commission (COSO 2013 Framework), which developed a governance framework for internal
control.

2 Control Objectives for Information and Related Technology, a collection of best practices for IT governance, control and assurance.

Management's Discussion and Analysis of 2023 Financial Statements and Operating Results
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Looking Ahead

BUSINESS OUTLOOK

Customer operations
Overall, 2023 was a modestly positive year for the Alberta economy. Despite high borrowing costs, elevated inflation,
the lingering effect of the pandemic and ongoing global conflict, the province experienced positive economic growth.

While economic recovery leads to more Albertans working, employment growth also increases the overall risk of
workplace injury. Employers can mitigate this risk through effective health, safety and disability management efforts, but
without action to strengthen employers’ disability management capabilities, the number of lost-time claims in Alberta
could grow. In 2023, we achieved great return-to-work results while implementing innovative projects that support our
clients and staff through all aspects of the recovery and return-to-work process.

We are firmly focused on generating positive outcomes within the workers’ compensation system. We are committed
to ensuring injured workers receive benefits and services that support a safe and timely return to work, while ensuring
employers benefit from a stable and cost-effective system that promotes safety and collaborative disability management.

Evolving strategic priorities

2023 was the final year in our 2019-2023 strategic plan. Within that plan, four strategic themes guided us: our shared
service journey, the changing nature of claims, the changing nature of work and technology modernization. As we
embark on a new five-year plan beginning in 2024, these four themes remain important areas of focus for us. In addition,
we will focus on ensuring health care access for injured workers, supporting the financial sustainability of the system and
investing in our people and culture.

Health care

There is pressure on health care resources in the province. At the same time, we have an ongoing need to connect injured
workers with health care treatments and resources to help them achieve their best possible recovery. We will work to
ensure continued access to timely, quality care for injured workers to support their successful return to work.

Changing nature of claims

As the awareness and pervasiveness of mental health challenges grow, we expect the number of psychological injury
claims will continue to trend upward. We want to ensure Albertans with work-related psychological injuries get what they
need to recover through sustainable care and return-to-work plans.

Service journey

Injured workers and employers are looking for more on-demand support and personalized self-service options to help
them engage with their claims and accounts. We will continue to use technology to ensure workers and employers have
convenient and efficient access to the information and support they require.

Changing nature of work

Opportunities for routine work is decreasing, while employment that involves higher skill and less risk is on the rise. This
change will continue to limit the pool of jobs that are suitable for permanently injured workers. We will work to identify
innovative return-to-work opportunities that take into account the new realities for Alberta’s workforce.

Technology and innovation

We want to ensure our staff, clients and partners have access to timely and insightful data. We also want to ensure our
systems remain secure against rapidly advancing threats and achieve our long-term business objectives in innovative
and efficient ways.

People and culture

The world of work is constantly changing, and those changes impact our own work environment as much as it impacts
others. Over the next five years, we will work to adapt our hiring, training and job design processes to help our
employees provide the best possible service and experience to Albertans.

Financial sustainability

The workers’ compensation system is funded through employer premiums that we invest to cover long-term costs via
the Accident Fund. The health of the fund is critical to the long-term sustainability of our system. Over the next five years,
we are focused on implementing activities that return the Accident Fund funding level to within the target funding range
of 114-128%.
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OUTLOOK FOR FINANCIAL CONDITION

The 2024 financial outlook is cautiously optimistic, supported by modest economic growth and demographic expansion
due to ongoing in-migration. However, the impact of recent interest rate hikes is expected to moderate this growth,
with increased borrowing costs cooling inflation but also potentially slowing hiring and investment, leading to economic
uncertainties. Given the current economic climate’s unpredictability, premium rate subsidization is set to extend into
2024. WCB will continue to manage its business with a solid focus on financial sustainability in the face of persistent
economic uncertainty.

2024 premium rate

For 2024, the average collected premium rate is set at $1.36 per $100.00 of assessable earnings based on the 2024
Financial Plan and Operating Budget. Assessable earnings are expected to grow to $118.1 billion. At this level of earnings,
arate of $1.51 would be required to collect premiums sufficient to cover the fully-funded cost of claims (i.e., the full cost

of injuries expected to occur in the rate-setting year, which includes a provision for the future costs of those injuries). The
subsidized collected rate set for 2024 recognizes continued expected growth in Alberta’s economy but also that elevated
inflation and higher interest rates are creating challenges for employers. The gap between the required and collected rates
of $0.15 (2023 gap is $0.20), will be absorbed by the Accident Fund, which represents a short-term strategy to support
employers during ongoing economic uncertainty. Lost-time claim volume in 2024 is expected to increase to 32,300, while
fully-funded costs are expected to grow by 6.2%. Barring some combination of a significant increase in the growth rate

of assessable earnings or an improved outlook regarding claims cost growth, there will be upward pressure on premium
rates until the gap is closed.

Asset liability management

WCB’s asset liability management activities are a critical component of the organization’s long-term financial health and
the sustainability of future payments to injured workers. WCB’s independent actuaries have estimated that WCB'’s total
obligation for injured worker benefits that will be paid in the future, related to past accidents, will total approximately
$28.6 billion. WCB'’s asset liability management activities are focused on ensuring that WCB’s $12.5 billion investment
portfolio earns sufficient investment income to fully cover these obligations for decades into the future.

The total investment portfolio return for 2024 is budgeted at 6.2% net of fees, which is higher than the 5.7% long term
nominal rate of return used by the actuaries in calculating the claim benefit liability. The budgeted investment return
is based on rigorously developed capital market and economic forecasts but uncertainty in capital markets make this
adifficult number to predict. The rate of return on the investment portfolio is variable from year to year and inherently
susceptible to a significant level of volatility, which may create investment surpluses or deficits.

The valuation of WCB’s $12.0 billion claim benefit liabilities (Funding basis) is an activity that involves significant
assumptions, methods, and claim data. Annually, a rigorous process is followed in order to determine the present value
of all future claim payments related to past injuries that have occurred. Due to the significant uncertainty regarding
claim experience from year to year, it is not possible to budget for claim experience gains or losses in advance of the
valuation. Any actuarial gains or losses arising from claim experience, changes to policies during 2024 or adjustments to
assumptions/methods during the 2024 valuation process, will be recorded as they arise.

The combined effects of investment surpluses/deficits and actuarial gains/losses arising during 2024 may have a material
effect on WCB’s funded ratio.

Funding level

WCB'’s funded ratio at the end of 2023 of 107.3% decreased slightly from 2022. The budgeted funded ratio for 2024 is
104.5%. Further reduction is due to continued rate subsidization and a forecast for modest investment returns. With
continued uncertainty surrounding the global economy, coupled with the volatility of investment returns, it is difficult to
confidently project the funding level in future periods. WCB has a broad-based risk management framework, of which a
long-term view is essential, that is designed to mitigate, where possible, economic and capital market volatility. WCB has
Funding Policy mechanisms in place to respond if the funded ratio falls below the legislated level of 100%.

Management's Discussion and Analysis of 2023 Financial Statements and Operating Results
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FACING THE FUTURE

Looking to 2024, Alberta’s economy is expected to post continued growth but this will be somewhat moderated due
to elevated borrowing costs. Overall, the province is well-positioned to manage the contractionary pressures of high
interest rates as continued progress in the energy sector and population growth are anticipated to support economic
growth.

Robust population gains underpin the resilience of the labour market. Total net-interprovincial migration in 2022 and
into 2023 were the highest since 2006. Moreover, international migration to Alberta exceeded the previous highs seen
in the 1980s. Growing federal government immigration targets and a lower cost of living in Alberta should support

the continued influx of people in the near-term. This will advance the economy in 2024 by boosting total consumer
spending, creating upside for Construction and Health Care sectors through greater housing and health care demand
and providing relief to the labour market tightness that has lingered since economic reopening from COVID-19
lockdowns.

The energy sector remains a bright spot in the provincial economic outlook. Expanded pipeline capacity and a
favourable commaodity price environment should boost Alberta export values. Investments from our biggest oil & gas
companies in carbon capture and storage and other emissions reductions initiatives create further economic upside.

It is expected that interest rates will remain elevated over the course of 2024 and Albertans will be faced with the
challenge of a high borrowing cost environment. High interest rates are likely to limit spending capacity for many
businesses, including investment in job creation, as firms wait for more cost certainty in the future. The extent of
the downside risk associated with elevated interest rates is difficult to predict, but it is likely to put a lid on economic
expansion, resulting in moderate employment growth for 2024.

WCB has been sensitive to the challenges employers are facing and have faced for several years under weak economic
conditions. Now, employers are also managing risks associated with high inflation and interest rates. Premium

rates have been subsidized since 2015, and will continue into 2024, albeit at decreasing amounts as part of efforts

to minimize cost volatility for employers while also taking steps to close the rate-setting gap. Moderate investment
returns will translate into continued pressure on the organization’s funding level.

WCB'’s new five-year strategic plan provides a clear roadmap to guide the organization as we navigate the
uncertainties that lie ahead. We have the right strategies to focus our efforts and still allow us to adjust as new risks and
opportunities arise. Through thoughtful and strategic planning, we will continue to deliver on our commitments to our
clients, employees, and partners.
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Responsibility for Financial Reporting

The financial statements of the Workers' Compensation Board — Alberta were prepared by management, which is
responsible for the integrity and fairness of the data presented, including significant accounting judgements and
estimates. This responsibility includes selecting appropriate accounting principles consistent with IFRS Accounting
Standards.

In discharging its responsibility for the integrity and fairness of the financial statements, management maintains the
necessary internal controls designed to provide reasonable assurance that relevant and reliable financial information
is produced and that assets are properly safeguarded. The effectiveness of controls over financial reporting was
assessed and found to provide reasonable assurance that internal controls at December 31, 2023 operated effectively
with no material weaknesses in the design or operation of the controls.

The Board of Directors is responsible for overseeing management in the performance of financial reporting
responsibilities and has approved the financial statements included in the annual report.

The Board of Directors is assisted in its responsibilities by its Audit Committee. This committee reviews and
recommends approval of the financial statements and meets periodically with management, internal and external
auditors, and actuaries concerning internal controls and all other matters relating to financial reporting.

Eckler Ltd. has been appointed as the independent consulting actuary to the WCB. Their role is to complete an
independent actuarial valuation of the insurance liabilities included in the financial statements of the WCB and to
report thereon in accordance with accepted actuarial practice.

The Office of the Auditor General, the independent auditor of the WCB, has performed an independent audit of
the financial statements of the WCB in accordance with Canadian generally accepted auditing standards. The
Independent Auditor’s Report outlines the scope of this independent audit and the opinion expressed.

Dr. Ray Block Trevor Alexander Ron ). Helmhold, rcea,rea
Chair, Board of Directors President & Chief Executive Officer Chief Financial Officer
Workers’ Compensation Board — Alberta Workers’ Compensation Board — Alberta Workers’ Compensation Board - Alberta
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Auditor

General
OF ALBERTA

Independent Auditor’s Report
To the Board of Directors of the Workers’ Compensation Board — Alberta

Report on the Financial Statements

Opinion

[ have audited the financial statements of Workers’ Compensation Board — Alberta (the Board),
which comprise the statement of financial position as at December 31, 2023, and the statements of
financial performance and comprehensive income, changes in fund balance, and cash flows for the
year then ended, and notes to the financial statements, including material accounting policy
information.

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

Basis for opinion

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

Other information

Management is responsible for the other information. The other information comprises the
information included in the Workers’ Compensation Board — Alberta 2023 Annual Report, but does
not include the financial statements and my auditor’s report thereon.

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

In connection with my audit of the financial statements, my responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or my knowledge obtained in the audit, or otherwise
appears to be materially misstated.

If, based on the work | have performed on the other information, I conclude that there is a material

misstatement of this other information, | am required to report that fact. I have nothing to report in
this regard.

2023 Financial Statements and Notes
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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 International Financial Reporting Standards, and for such
internal control as management determines is necessary to enable the preparation of the
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 Board’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 an intention exists to liquidate
or to cease operations, or there is no realistic alternative but to do so.

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

Auditor’s responsibilities for the audit of the financial statements

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

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

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

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

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Board'’s ability
to continue as a going concern. If I conclude that a material uncertainty exists, [ am
required to draw attention in my auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my auditor’s
report. However, future events or conditions may cause the Board to cease to continue as
a going concern.

40 WCB-Alberta 2023 Annual Report



[ 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 [ identify during my audit.

[Original signed by W. Doug Wylie, FCPA, FCMA, ICD.D]
Auditor General

April 30, 2024
Edmonton, Alberta
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ECKLER

Actuarial statement of opinion

on the valuation of the insurance liabilities as at December 31, 2023 of the Workers’
Compensation Board - Alberta for its financial statements prepared in accordance with
International Financial Reporting Standards

| have valued the insurance liabilities of the Workers’ Compensation Board - Alberta for its financial statements
prepared in accordance with International Financial Reporting Standards for the year ending December 31, 2023.

In my opinion, the insurance liabilities of $13,574.1 million make appropriate provision for the liabilities for incurred
claims and the liabilities for remaining coverage. The liabilities for incurred claims provide for future payments for
short-term disability, re-employment services, long-term disability, survivor and health care benefits with respect
to claims which occurred on or before the valuation date, and for all occupational disease claims expected to arise
after the valuation date as a result of exposures incurred in the workplace on or before the valuation date in respect
of occupational diseases with a long latency period that are recognized by the WCB, as well as for future claims
management costs, but do not include a provision for benefits and payments that are on a self-insured basis.

The data on which the valuation is based were provided by the WCB; | applied such checks of reasonableness of the
data that | considered appropriate, and have concluded that the data are sufficiently reliable to permit a realistic
valuation of the liabilities and that the data are consistent with WCB'’s financial statements. In my opinion, the data on
which the valuation is based are sufficient and reliable for the purpose of the valuation.

The discount rate assumption for computing the liabilities is consistent with the market data available as at December
31,2023, reflecting the liquid risk-free rate of return and the liquidity characteristics associated with WCB benefits. The
inflation assumption is aligned with the inflation rates implied by the market interest rates employed for discounting
the cash flows.

Other assumptions and methods employed in the valuation were consistent with those used in the previous valuation,
after taking account of changes in claim patterns. Projections of future claim payments and awards have been made
using factors developed from the WCB’s claims experience, mortality, and other assumptions. The increase of $1,203.1
million in the insurance liabilities, from $12,371.0 million at the end of 2022 to $13,574.1 million as at December 31,
2023, considers a reduction of $196.2 million resulting from updates of the discount rate and inflation assumptions.
Additionally, changes made to the valuation basis for personal care allowances, economic loss payments, and non-
economic loss payments led to a loss of $284.2 million, a loss of $50.3 million, and a gain of $29.5 million, respectively.
In my opinion, the methods and the assumptions employed in the valuation are appropriate for the purpose of the
valuation.

Details of the data, actuarial assumptions, valuation methods and results are set out in my actuarial report as at the
valuation date, of which this statement of opinion forms part.

The valuation is based on the provisions of the Workers’ Compensation Act of Alberta and on the WCB's policies and
administrative practices in effect at the time of the valuation.

In my opinion, the amount of the insurance liabilities for IFRS financial statements makes appropriate provision for all
personal injury compensation obligations given WCB’s accounting and the financial statements fairly represent the
results of the valuation. This report has been prepared, and my opinions given, in accordance with accepted actuarial
practice in Canada.

Richard Larouche, ksa rcia
Actuary, Eckler Ltd.
April 29, 2024
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Workers’ Compensation Board - Alberta
Statement of Financial Position

As at December 31
Notes December 31, December 31,2022 January 1, 2022
($ thousands) 2023 Restated (note 3) Restated (note 3)
ASSETS
Cash and cash equivalents 19(a) $ 373,378 $ 186,421 $ 285,492
Receivables and other assets 32,591 20,589 13,072
Investments 5 12,492,023 12,111,882 13,227,541
Property, plantand equipment 8 69,627 67,057 70,417
Intangible assets 9 36,125 43,335 48,147
Pension plan assets 1 34,650 57,537 -
$ 13,038,394 §$ 12,486,821 $ 13,644,669
LIABILITIES
Trade and other liabilities 10,19(b) $ 62,635 $ 56,194 $ 83,080
Safety rebates 19(c) 85,996 80,999 74,728
Employee benefits " 45,563 39,705 99,323
Insurance liabilities 12 13,574,058 12,370,974 13,899,280
$ 13,768,252 $ 12,547,872 $ 14,156,411
FUND BALANCE (729,858) (61,051) (511,742)

$ 13,038,394 $ 12,486,821 $ 13,644,669

CONTINGENCIES AND INDEMNIFICATION 18

Approved by the Board of Directors on April 30, 2024

TGS i

Dr. Ray Block Trevor Alexander
Chair, Board of Directors President and Chief Executive Officer
Workers’ Compensation Board — Alberta Workers’ Compensation Board — Alberta

The accompanying notes are an integral part of these financial statements.
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Workers’ Compensation Board - Alberta

Statement of Financial Performance and Comprehensive Income

Year ended December 31
2022
($ thousands) Notes 2023 Restate(zi (note 3)
INSURANCE MANAGEMENT
Insurance revenue
Premiums for insurance coverage 13 $ 1,353,301 $ 1,195,526
Insurance expense
Cost of current year claims 13 (1,596,477) (1,446,120)
Remeasurement of insurance liabilities (excluding discount rate changes) 13 (938,081) (442,993)
Reversal of onerous contracts 13 26,100 117,400
(2,508,458) (1,771,713)
INSURANCE MANAGEMENT RESULT (1,155,157) (576,187)
FINANCIAL MANAGEMENT
Investmentincome and expense
Investment income 6 1,021,549 (709,017)
Investment management expense 6 (82,288) (58,952)
939,261 (767,969)
Insurance finance income and expense
Interest on insurance liabilities 15 (532,400) (208,900)
Effect of discount rate changes on liabilities 13 196,200 1,949,400
(336,200) 1,740,500
FINANCIAL MANAGEMENT RESULT 603,061 972,531
ADMINISTRATION AND OTHER EXPENSE
Corporate administration 16 (95,134) (91,790)
Injury reduction 19(d) 5,403 13,724
Other expenses 1,187 (2,990)
ADMINISTRATION AND OTHER EXPENSE - NET (88,544) (81,056)
OPERATING (DEFICIT) SURPLUS (640,640) 315,288
OTHER COMPREHENSIVE INCOME
Items that will not be reclassified to net operating (deficit) surplus
Remeasurement of employee benefits 1 (28,167) 135,403
TOTAL COMPREHENSIVE INCOME $ (668,807) $ 450,691

The accompanying notes are an integral part of these financial statements.
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Workers’ Compensation Board - Alberta

Statement of Changes in Fund Balance

Year ended December 31
Accumulated Accumulated
- other Total Fund
Notes (deficit) .
surolus comprehensive Balance
($ thousands) P income
Balance as at December 31, 2021, as previously reported $ 2,288,672 $ 33,886 $ 2,322,558
Impact of adopting IFRS 17 3 (2,834,300) - (2,834,300)
Balance as at January 1, 2022, restated (545,628) 33,886 (511,742)
Operating (deficit) surplus 315,288 - 315,288
Other comprehensive income - 135,403 135,403
Balance as at December 31, 2022 (230,340) 169,289 (61,051)
Operating (deficit) surplus (640,640) - (640,640)
Other comprehensive income - (28,167) (28,167)
Balance as at December 31, 2023 $ (870,980) $ 141,122 $ (729,858)

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

2023 Financial Statements and Notes 45



Workers’ Compensation Board - Alberta
Statement of Cash Flows

Year ended December 31
2022
($ thousands) gres Restated
OPERATING ACTIVITIES
Cash inflows (outflows) related to insurance management
Premiums for insurance coverage $ 1,369,085 $ 1,161,420
Injury reduction recovery from premiums 75,645 73,865
Benefits to claimants and/or third parties on their behalf (1,443,677) (1,313,938)
Administrative and other goods and services (283,358) (255,684)
Statutory funding commitments for injury reduction programs (69,369) (93,915)
(351,674) (428,252)
INVESTING ACTIVITIES
Cash inflows (outflows) related to investment assets
Interest income received 10,410 4,591
Investment management expenses (1,310) (3,222)
Sale of investments, net of cash purchases 550,000 344,889
559,100 346,258
Cash inflows (outflows) related to operating assets
Purchase of property, plant and equipment (9,801) (4,369)
Purchase of computer software (7,643) (9,463)
541,656 332,426
FINANCING ACTIVITIES
Cash inflows (outflows) related to financing
Payments on lease and other financing (3,025) (3,245)
(3,025) (3,245)
Net increase (decrease) in cash and cash equivalents 186,957 (99,071)
Cash and cash equivalents, beginning of year 186,421 285,492
CASH AND CASH EQUIVALENTS, END OF YEAR $ 373,378 % 186,421

The accompanying notes are an integral part of these financial statements.
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Notes to the Financial Statements

For the year ended December 31, 2023 with comparatives for the year ended December 31, 2022
(thousands of dollars unless stated otherwise).

1. REPORTING ENTITY

The Workers’ Compensation Board — Alberta (WCB) is a provincial board created by legislation in 1918. As a
statutory corporation, WCB administers the workers’ compensation system for the province of Alberta under
the authority of the Workers’ Compensation Act (the Act). WCB’s corporate head office is located in Edmonton,
Alberta, with operations exclusively within the province of Alberta. WCB'’s legislated mandate is to provide
disability benefits to workers who sustain workplace injuries or disease in the course of employment.

2. MATERIALACCOUNTING POLICIES

The following accounting policies have been applied in the preparation of the financial statements for all years
presented, unless otherwise indicated.

GENERAL ACCOUNTING POLICIES

Basis of preparation

These financial statements have been prepared in accordance with IFRS Accounting Standards as at and
applicable on December 31, 2023, and on a cost or amortized cost basis except for investments reported at fair
value and employee benefit and insurance liabilities, which are actuarially determined. The principal accounting
policies applied in the preparation of the financial statements are set out below.

Financial statement presentation
All financial information presented is rounded to the nearest thousand, unless otherwise stated.

WCB presents its Statement of Financial Position in order of liquidity.

The Statement of Financial Performance and Comprehensive Income reports operating results arising from
WCB'’s primary activities: core business operations including risk underwriting, premium assessment and
collection, benefit processing, injury treatment and vocational rehabilitation, and financial management
including investment management and insurance liability valuation. Administration and other expense is
presented in the Statement of Financial Performance and Comprehensive Income by function. Injury reduction
is presented net of premium recovery. Other comprehensive income consists of net changes in remeasurement
of post-employment defined benefit plan results, which is an item that will not be subsequently reclassified to
income or expense.

Critical judgements and accounting estimates

Management incorporates critical judgements and accounting estimates in developing and applying accounting
policies for recognition and measurement. Such judgements and estimates, which reflect best information

ata pointin time, affect the carrying amounts of assets and liabilities, disclosure of contingent assets and
liabilities and the reported amounts of revenues and expenses during the reporting periods presented. Critical
judgements include the use of fair value measurement of investment assets, establishing the contract boundary
for insurance contracts, concluding that the risk adjustment for insurance liabilities is zero, the selection of
appropriate methodologies, assumptions and data inputs for measurement of insurance contract assets and
liabilities and for employee benefit assets and liabilities.

Some accounting measurements require management’s best estimates for those transactions for which
sufficient information may not be available to record a precise amount. Actual results in subsequent periods
could differ from the judgements and estimates used by management in these financial statements. These
differences, which may be material, could require adjustment in those subsequent periods.

For further discussion of critical accounting judgements and estimates applicable to critical reporting items, see
Note 5 Investments, Note 11 Employee Benefits, Note 12 Insurance Contracts and Note 15 Insurance Finance Income
and Expense.
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Foreign currency translation

WCB'’s financial statements are presented in Canadian dollars, which is also the functional currency. Monetary
assets and liabilities denominated in foreign currency are translated into Canadian dollars at the exchange rate in
effect at the date of the Statement of Financial Position. Exchange differences arising from settlement of monetary
items are included in income in the period in which they arise. Non-monetary assets and liabilities denominated in
foreign currency are translated at the exchange rate in effect when those transactions occurred.

Cash equivalents

Cash equivalents include short-term, liquid investments that are readily convertible to known amounts of cash and
are subject to an insignificant risk of change in value. Cash and short-term investments held within pooled funds
are not typically available for general use and are accordingly included in investments.

Finance expense

Finance expense comprises primarily recognition of interest (i.e., time value of money) inherent in discounted
liabilities. Significant discounted liabilities include insurance liabilities, employee benefit plans and lease
obligations.

SPECIFIC ACCOUNTING POLICIES

To facilitate a better understanding of WCB'’s financial statements, specific accounting policies are disclosed in the
related notes:

Note Topic Page
5 Investments 53
6 Investment Income and Expense 55
8 Property, Plant and Equipment 58
9 Intangible Assets 60
10 Leases 61
1 Employee Benefits 63
12 Insurance Contracts 67
13 Insurance Revenue and Expenses 74
15 Insurance Finance Income and Expense 82

3. ACCOUNTING POLICY CHANGES

STANDARD, AMENDMENTS, AND INTERPRETATIONS EFFECTIVE IN CURRENT YEAR

Amendments to IAS 1 Presentation of financial statements and IAS 8 Accounting policies, changes in accounting
estimates and errors

Narrow scope amendments to IAS 1 Presentation of Financial Statements (IAS 1) requires companies to disclose
their material accounting policy information, rather than their significant accounting policies. The amendments
clarify the definition of ‘material’ and provide guidance on applying the new definition in practice. The
amendments to IAS 8 Accounting policies, changes in accounting estimates and errors (IAS 8) introduce a new
definition of accounting estimates, clarifying the relationship between an accounting policy and the related
accounting estimates and distinguishing the treatment between changes in accounting policies and changes

in accounting estimates. WCB adopted the above amendments effective January 1, 2023. Application of these
amendments did not have a significant impact on WCB'’s financial statements.

IFRS 17 Insurance Contracts

IFRS 17 replaced IFRS 4 Insurance Contracts effective for annual periods beginning on or after January 1, 2023.
Adoption of IFRS 17 resulted in material changes in financial position, performance and reporting. See detailed
discussion of the transition to IFRS 17 in the following section.
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TRANSITION TO IFRS 17

Definition of an insurance contract

As defined in IFRS 17, an insurance contract exists if an entity is obligated to accept significant insurance risk
for consideration from another party by agreeing to compensate the party for covered losses if occurrence of
a specified uncertain future event adversely affects the party. An insurance contract may also arise from law or
regulation, whereby WCB legislation constitutes an enforceable insurance contract.

Mandatory application of IFRS 17 required that the financial statements be presented on a full retrospective

basis, as though WCB had always reported under the standard. The date of transition to IFRS 17 was January 1,
2022, at which date WCB remeasured its portfolio of insurance contracts as if IFRS 17 had always been in effect;
derecognized any existing balances that would not exist under IFRS 17; and recorded the transitional adjustments
to IFRS 4 reported results in opening Fund Balance. Comparative periods presented have been restated on an IFRS
17 basis.

SIGNIFICANT IMPACTS IN ADOPTING IFRS 17
IFRS 17 accounting policies primarily affect these key operating results at transition:

Impacts on financial results
The significant changes from IFRS 4 to IFRS 17 related to recognition and measurement resulted in a/an:

* Increase in the liability for incurred claims related to use of current market bond yields for discounting,
which are lower than the expected long-term investment return used in the IFRS 4 basis discount rate

* Increase in the liability for remaining coverage arising from recognition of the onerous contract loss for
the group of contracts of the subsequent period when rates are set for the upcoming year

» Change ininsurance interest expense due to the market-based rate used for accretion of the current
portion of the liability for incurred claims

* No impact arising from application of the risk adjustment, which is set at zero because WCB does not
require risk compensation

Presentation and disclosure changes
The significant differences between IFRS 4 and IFRS 17 presentation and disclosure include:

* New IFRS 17 basis Statement of Financial Performance and Comprehensive Income disaggregated into
a prescribed subtotal for insurance management, with presentation of financial management result and
administration and other expense as separate groupings

» Disaggregation of gross premiums into insurance revenue and non-insurance assessments classified as
injury reduction recovery

* Presentation of premiums receivable as a component of the liability for remaining coverage

» Expanded and enhanced disclosures related to use of judgements, techniques, and assumptions in
applying IFRS 17, primarily for development of discount rate and inflation curves, detailed reconciliation
of insurance liabilities, and discussion of insurance risks and risk management

TRANSITION METHODS

Scope of application

At transition, WCB reviewed the definition of an insurance contract and the related guidance and concluded that
statutory workers compensation, except for self-insured employers, and related legislation fall within the scope of IFRS

17. In applying the requirements to its coverage, WCB tailored its approach considering the substantive differences
between the commercial insurance model underlying IFRS 17 and the public workers compensation model.

Contract boundary

The coverage period of one year established by legislation is consistent with WCB'’s ability to fully reprice the risk
of the group of contracts specific to each period. At transition, and for the comparative periods presented, WCB
assessed the risks of its insurance contract portfolio for the coverage period and concluded that there were no
practical constraints on fully repricing the risks of the renewing group.
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Grouping of contracts
Based on a one-year contract boundary, each annual cohort constitutes a new group of contracts.

Future cash flows

Since cash flow estimates for all periods prior to the date of transition substantially meet IFRS 17 requirements,
retrospective restatement of cash flow estimates for insurance contracts prior to the date of transition was not
required, as future cash flows for each annual cohort represent a current direct measurement at each reporting date.

Discount rates

WCB used the current discount rate curves applicable for each of the comparative dates presented. Retrospective
application was not required because there are no active contracts outstanding from pre-transition periods that
must be remeasured on an IFRS 17 basis since inception. Accordingly, the effect of discount rate changes reflects
only the year over year changes.

Risk adjustment

The WCB insurance and funding models do not require compensation, as defined in IFRS 17, for assuming
non-financial risk; therefore, the risk adjustment is zero at transition to IFRS 17 and for all prior periods. A risk
adjustment of zero corresponds to a confidence level of approximately 50%. This means that the total liability
represents WCB'’s best estimate of expected future cash flows.

Liability for remaining coverage

The liability for remaining coverage would have an ending balance corresponding to premiums receivable and the
loss component recognized in the current period when the group of contracts for the following period is onerous.
Premiums receivable represent unpaid premiums for coverage provided in the current and prior periods. The
amount of the loss component in each period was determined using the estimated value of the future cash inflows
and outflows for the group of contracts of the subsequent coverage period. Each loss component prior to the date
of transition would have been fully reversed in the subsequent coverage period.

Liability for incurred claims

Estimates of future cash flows are current measurements of claim liabilities of the current and all prior years.
Periods prior to the date of transition are not restated because the Liabilities for Incurred Claims (LIC) does not
have cumulative or carry forward amounts that must be retrospectively remeasured on an IFRS 17 basis. The risk
adjustment, set at zero, was based on a current assessment of risk and risk tolerance at the date of transition.

Insurance revenue and expense

Insurance revenue and expense were retrospectively restated on an IFRS 17 basis for the comparative period
presented, affecting mainly line items affected by the IFRS 17 basis discount rate, onerous contract losses and their
reversal, reclassification of non-insurance premiums, liability remeasurement gains and losses and restatement
and presentation of insurance interest expense.

TRANSITIONAL IMPACTS

Recognition of insurance contracts

For non-onerous contracts, coverage under the Act is effective at the beginning of the calendar year and
premiums are assessable. However, onerous contracts are recognized immediately, i.e., their effective issue
date is when premium rates for the subsequent coverage period are published at the end of the current period.
At transition, WCB determined that the group of contracts subject to initial application of IFRS 17, as well as

the groups in the prior comparative periods presented, met the definition of an onerous contract, resulting in
retrospective adjustments to insurance liabilities of $242.8 million as at December 31, 2022 (January 1, 2022 -
$360.2 million).
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Measurement changes

WCB applied the premium allocation approach for the liability for remaining coverage given the one year contract
boundary. WCB also applied the IFRS 17 measurement requirements retrospectively for determining the liability
forincurred claims. Using market-consistent inflation assumptions for estimating future cash flows and a liquidity-
adjusted risk-free bond yield curve for discounting liabilities resulted in a net increase of $2,474.1 million as at January
1, 2022 in the liability for incurred claims.

Application of the premium allocation approach for developing the loss component resulted in an increase in

the liability for remaining coverage of $360.2 million as at January 1, 2022. At transition, the total effect of the
discount rate change on insurance liabilities, together with recognition of an onerous contract loss, resulted in a net
decrease in Fund Balance of $2,834.3 million. See the table in IFRS 17 transitional adjustments for a breakdown of the
measurement changes.

Reclassification of insurance and non-insurance items
WCB'’s total operating requirements, recovered in gross premiums, include amounts that are not directly attributable
toinsurance coverage.

At transition, reclassification of certain insurance revenue and expense items was required to conform with the
presentation requirements of IFRS 17. Transition adjustments for the year ended December 31, 2022:

* Non-insurance premiums were disaggregated from gross premiums and classified as expense recovery
$76.0 million within injury reduction

* Losses from remeasurement of the LIC of $443.0 million, other than the effect of discount rate changes,
were grouped under insurance expense

« Effect of discount rate changes of $1,949.4 million were disaggregated and reclassified from
remeasurement in insurance expense to insurance finance income and expense

Presentation of insurance contracts

Insurance contract liabilities are presented as a single bundle of contractual rights and obligations. Separate
presentation of insurance revenue, insurance expense, and insurance finance income and expense is mandatory
for the Statement of Financial Performance and Comprehensive Income, as well separate subtotals for results from
insurance and financial management activities. WCB has elected to present insurance interest wholly in operating
surplus (deficit), rather than disaggregated between operating surplus (deficit) and other comprehensive income.

IFRS 17 transitional adjustments
The following table provides details of the transitional changes arising from remeasurement of opening insurance
liabilities on an IFRS 17 basis and the related impact on the financial statements.

January 1, 2022 IFRS 17 impact January 1, 2022
($ thousands) As reported Presentation Measurement' Restated
Assets $ 13,713,887 $ (69,218) % - $ 13,644,669
Liabilities 11,391,329 (69,218) 2,834,300 14,156,411
Fund Balance 2,322,558 - (2,834,300) (511,742)

' Remeasurement of opening insurance liabilities on IFRS 17 basis - $2,474,100, Net change in onerous contract loss component for the period - $360,200

December 31, 2022 IFRS 17 impact December 31, 2022
As reported Presentation Measurement' Restated
Assets $ 12,582,262 $ (95,441) $ - $ 12,486,821
Liabilities 11,641,913 (95,441) 1,001,400 12,547,872
Fund Balance 940,349 - (1,001,400) (61,051)

" Remeasurement of opening insurance liabilities on IFRS 17 basis - $758,600, Net change in onerous contract loss component for the period - $242,800.
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Standards, amendments, and interpretations issued as of year end but not yet effective

On April 9, 2024, the International Accounting Standards Board (IASB) released IFRS 18 Presentation and Disclosure
in Financial Statements (IFRS 18) to replace IAS 1. Many of the principles and requirements in IAS 1 will be retained
with limited changes.

The key concepts introduced in IFRS 18 primarily affect the structure (i.e., presentation format) of the statement
of profit or loss; new note disclosures for certain profit or loss performance measures that are reported outside
an entity’s financial statements (i.e., management-defined performance measures); and enhanced principles
governing aggregation and disaggregation of results in the primary financial statements and notes.

WCB is in the process of assessing the impact of the new standard. IFRS 18 will be effective for reporting periods
beginning on or after January 1, 2027, and retrospectively for all comparative periods presented. Early adoption is
permitted.

FUND MANAGEMENT

ACCIDENT FUND

The Act establishes an Accident Fund (the Fund) to support a sustainable workers’ compensation system for the
benefit of workers and employers. Sufficient funds must be available in the Accident Fund for the payment of
present and future compensation, including the cost of administration.

FUNDING POLICY AND CAPITAL MANAGEMENT

Since the Act does not provide for an ownership-based capital structure, WCB views its available capital resources
as synonymous with its Accident Fund balance. The primary objective in managing the financial status of the
Accident Fund is to mitigate the risk of being unfunded, while a secondary objective is to minimize premium rate
volatility caused by investment and claim liability risk. WCB manages the financial status of the Accident Fund by
monitoring the funding level and making funding decisions in accordance with the Funding Policy.

The Funding Policy prescribes that evaluation of the funding status of the Accident Fund be determined on a
funding basis wherein the claim benefit obligations are valued reflecting a discount rate assumption that is linked
to the long-term return of the investment portfolio. To guide funding decisions, the Funding Policy sets a funding
level target range of 114-128% as measured on a funding basis. When the funding level (total assets divided by total
liabilities measured on a funding basis) falls below the target range, special funding requirements may be included
in premium rates. When the funding level is above the target range, surplus distributions may be paid.

FUNDING LEVEL

As at December 31, 2023 the Funded Ratio of the Accident Fund (total assets to total liabilities on a funding basis),
was 107.3% or $889.5 million (2022 - 108.1% or $940.3 million). The funded ratio was below the funding level target
range but exceeded the legislative requirement of 100%.

As at December 31, 2023 the fund balance on the Statement of Financial Position was in a deficiency position of
$729.8 million (2022 - $61.1 million). Despite the fund balance deficiency, the mandate of the WCB and the Accident
Fund allows for sufficient cash flows to continue operations and meet its obligations.
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INVESTMENTS

ACCOUNTING POLICY

WCB'’s portfolio investments are classified at fair value through income since its investment management
objective is to hold investments for trading purposes and the portfolio is evaluated and managed on a fair
value basis. The portfolio is invested exclusively in pooled funds covering various asset classes and mandates.
Participants hold redeemable units in these funds with rights to a proportionate share of the fund’s income
and net assets, with no power to direct management of the fund. Consequently, WCB’s risk exposure is limited
to the amount invested in the respective fund. WCB is indirectly and proportionately exposed only to the
associated economic risks and rewards of the pool, based on its share of the total units in the respective fund.
Because the criteria for control of the funds are not met for consolidation or joint control accounting, WCB
accounts for its investment in pooled funds as financial instruments.

As a financial instrument, the unit of the respective pooled fund is the unit of account and basis of accounting.
Fund units are recognized in the Statement of Financial Position when WCB becomes party to the contractual
provisions of the fund through purchase or transfer of the units. Similarly, fund units are derecognized when
WCB is no longer bound by the rights and obligations attached to the units.

WCB utilizes trade-date accounting (i.e., the date when pooled fund units are purchased or redeemed)

rather than at the date of their settlement. For recognition or derecognition of investment assets, WCB
measures fund units at their fair value as at the respective trade date. Transaction costs, if any, are immediately
expensed.

Fair value hierarchy
The fair value of WCB'’s investments in pooled funds recorded on the Statement of Financial Position was
determined using one of the following valuation techniques:

Level1 Fairvalueis based on quoted prices in active markets for identical assets. WCB'’s pooled funds do not
meet level 1 requirements.

Level 2 Fairvalueis based on inputs, other than Level 1 prices, such as quoted prices for similar assets, quoted
prices in markets that are not active or other inputs based on observable market data. Level 2 includes
pooled funds invested in debt and public equity securities.

Level 3 Fairvalueis based on unobservable inputs that are significant to the fair value of the assets and
have little or no market activity. Level 3 includes pooled funds whose fair value is determined from
valuations of underlying holdings using pricing models, discounted cash flow methodologies or
similar techniques that entail use of significant judgement and/or unobservable inputs. This level
includes pooled funds invested in private investments in mortgages, real estate, infrastructure and
timberlands.

Fair value measurement applies primarily to WCB investments in pooled funds established and managed by
the Alberta Investment Management Corporation (AIMCo). Valuation of these funds reflects the fair value of
the underlying holdings. Certain pooled funds use valuation models for estimating and discounting future
cash flows, which apply judgement in designing and building such models based on appropriate quantitative
methodologies and selecting and/or customizing the key input assumptions from observable inputs. These
valuations are performed by AIMCo on the various underlying investments based on external information, such
as appraisals and third-party transactions, as well as internal assessments, such as discounted cash flows and
other income approaches. As the unit of account is the unit of the respective pooled fund, there is not sufficient
information to provide sensitivities on the underlying assumptions, given the funds are comprised of a number
of different underlying investments.
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The table below summarizes the basis of fair value measurements for financial assets held in WCB’s investment portfolio:

Fair value through income

($ thousands) Level 1 Level 2 Level 3 2023 2022 Restated
Fixed income
Deposits and short-term investments' ~ $ - $ 186,978 $ - $ 186,978 $ 147,222
Nominal bonds - 2,983,781 246 2,984,027 2,941,191
Mortgages - - 489,926 489,926 363,590
Private debt - - 110,426 110,426 -
- 3,170,759 600,598 3,771,357 3,452,003
Equities
Domestic - 1,284,320 - 1,284,320 1,285,547
Foreign - 3,069,875 - 3,069,875 2,884,366
- 4,354,195 - 4,354,195 4,169,913
Inflation-sensitive
Real estate - - 1,610,452 1,610,452 1,678,695
Infrastructure - - 2,090,776 2,090,776 2,015,125
Timberlands - - 601 601 3,532
Real-return bonds - 664,642 - 664,642 792,614
- 664,642 3,701,829 4,366,471 4,489,966
Total Investments $ -3 8,189,596 $ 4,302,427 $ 12,492,023 $ 12,111,882
'Reclassification of money market holdings to investments.
Transfers between levels
There were no material transfers between levels during 2023 or 2022.
Reconciliation of Level 3 activity
($ thousands) Fixed Income Real Estate Infrastructure Timberlands 2023 2022
Balance, beginning of year $ 364,179 $ 1678695 $ 2015125 $ 3,532 $ 4,061,531 3,768,188
Fair value changes 21,850 (93,618) 208,269 (2,866) 133,653 266,956
Purchases of Level 3 investments 255,188 28,366 117,225 50 400,829 517,588
Sale/settlement of Level 3 investments (40,619) (2,991) (249,843) (115) (293,568) (492,330)
Transfersin and/or out of Level 3 - - - 1,129
Balance, end of year $ 600,598 $ 1,610,452 $ 2,090,776 $ 601 $ 4,302,427 4,061,531

Investment funding commitments

Private investments in pooled funds managed by AIMCo have significant future capital commitments. Although
the total commitment is known, the timing and amount of future funding calls are uncertain, as they are contingent
on availability of appropriate investment opportunities. Under these circumstances, pooled fund participants have
an indirect constructive obligation to fund their proportionate share of the respective pools if and when these

opportunities are realized.

WCB'’s pro rata share of AIMCo’s total unfunded commitments as at December 31, 2023, was estimated at

approximately $248,064 (2022 - $485,640).

Reclassification from cash equivalents to investments
In the current year, WCB revised its presentation of money market holdings. These holdings were reclassified as a
short-term investment within the investment portfolio, which better represents their dual roles as a core long-term

investment holding that also funds short-term operating requirements from time to time. As a result, as at December

31,2022 and January 1, 2022, $147,222 and $126,763 respectively was reclassified from cash equivalents

to investments.
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INVESTMENT INCOME AND EXPENSE

ACCOUNTING POLICY

WCB recognizes its proportionate share of investment income, earned and distributed to participants of the
pooled fund, concurrently with investment gain or loss at remeasurement of the fund. Investmentincome
and fair value remeasurement gains and losses are recognized in income in the period in which they arise.
Investment expense comprises primarily external fund management fees and pooled fund costs and internal
investment administration expenses.

Investment Income

Investment
($ thousands) Income! Gains (Losses)? g 2022
Fixed income
Deposits and short-term investments $ 18,665 $ - $ 18,665 $ 7,417
Nominal bonds 88,584 142,146 230,730 (401,546)
Mortgages 14,490 4,715 19,205 (12,656)
Private debt 2,448 2,095 4,543 -
124,187 148,956 273,143 (406,785)
Equities
Domestic equities 308,895 (163,235) 145,660 (36,441)
Foreign equities 1,218,218 (785,358) 432,860 (449,439)
1,527,113 (948,593) 578,520 (485,880)
Inflation-sensitive
Real estate 32,879 (107,759) (74,880) 101,234
Infrastructure 119,811 115,864 235,675 217,671
Timberlands 22 (2,876) (2,854) (5,165)
Real return bonds 21,874 (9,929) 11,945 (130,092)
174,586 (4,700) 169,886 183,648

$ 1825886 $ (804,337) $ 1,021,549 $ (709,017)

Investment Expense

($ thousands) 2023 2022
External management fees $ 80,998 $ 57,375
Investment administration® 1,290 1,577

$ 82,288 $ 58,952

" Income represents income from interest, dividends and fund distributions earned by the respective pools and proportionately allocated to
participants based on units held.

2 Investment gains (losses) include realized gains and losses from disposition of pooled fund units based on average cost and unrealized gains or
losses from remeasurement of the pools at the reporting date.

3 Investment administration represents internal investment management expenses, see Note 16 Administration and Other Expense.
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7. INVESTMENT RISK MANAGEMENT

INVESTMENT GOVERNANCE

The Board of Directors is ultimately responsible for overall strategic direction and governance of the investment
portfolio through its review and approval of the Investment Policy Statement and ongoing oversight of investment
risks, performance and compliance.

WCB management is responsible for monitoring the investment portfolio, assessment of AIMCo performance and
recommending changes to the Investment Policy Statement. WCB retains independent consultants to benchmark
the performance of its investment portfolio, and to advise on the appropriateness and effectiveness of its
investment policy and practices.

KEY FINANCIAL RISKS

The primary financial risk for WCB is the risk that, in the long term, returns from its investments will not be
sufficient to discharge all obligations arising from its insurance liabilities. In order to manage this funding risk,
risk management for investments has been integrated with risk management of liabilities. The Investment Policy
Statement target asset mix and associated risk and return characteristics, have been established to provide
guidelines for maintaining a well-diversified portfolio operating within a rigorous compliance framework.

WCB has identified key areas of investment risk that directly affect the sufficiency of its investments to fund current
and future claim obligations:

Equity market risk

Equity market risk is the risk that the fair value of pooled fund units will decline due to future fluctuations in market
prices of publicly traded equities held in the respective pooled funds. A change in market value of an equity pooled
fund is considered significant when it exceeds one standard deviation of the normal range of its historical market
values.

The table below provides an estimate of the impact on the carrying value of equity pooled fund units of a significant
adverse change' in the key risk variable — the amount of portfolio volatility:

($ thousands) 2023 2022
Equities 1std dev 1std dev

% change in portfolio (15.8%) (15.5%)
Canadian $ (203,053) $ (199,014)
% change in portfolio (13.4%) (13.5%)
Global $ (322,888) $ (328,632)
% change in portfolio (14.5%) (14.6%)
Emerging markets $ (90,603) $ (62,100)

! A change is considered to be material when it exceeds the standard deviation (std dev), which measures the variance in a normal probability
distribution. One standard deviation covers 68% of all probable outcomes. The benchmark deviations are based on 2023 data.
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Interest rate risk

Interest rate risk is the risk that the fair value of pooled funds will decline due to future increases in market interest
rates. The table below provides an estimate of the impact on the carrying value of fixed income pooled funds if
market interest rates increased by 50 and 100 bps':

($ thousands) 2023 2022
Change in nominal interest rate +50 bps +100 bps +50 bps +100 bps

Nominal bonds $ (112,041) $ (224,082) $ (108,361) $ (216,722)
Real return bonds $ (44,332) $ (88,663) $ (56,395) $ (112,789)
Mortgages $ (10,484) $ (20,969) $ (7,345) $ (14,689)
Private debt $ (221) ' $ (442) $ - $ -

" One basis point (bp) equals 1/100 of 1%; 50 bps = 50/100 of 1% or 0.5%.

Foreign currency risk

Foreign currency risk is the risk that the fair value of pooled funds containing financial assets and financial
liabilities denominated in foreign currencies will fluctuate due to changes in their respective exchange rates. WCB
has indirect proportionate foreign currency exposures through pooled funds that are economically hedged to the
Canadian dollar based on target hedge ratios (i.e., percentage of the exposure hedged to Canadian dollars) by
asset class and currency. The target for fixed income, infrastructure and timberlands is 100%. For foreign equities,
the target is 25% for the U.S. dollar and 50% for other major currencies.

WCB'’s largest indirect foreign currency exposures are to the U.S. dollar and the euro which are shown in the table
below. All other currencies have unhedged exposures of $407,782 (2022 - $144,046).

The table below presents the currency exposure and provides an estimate of the impact on the carrying value of
the portfolio should the Canadian dollar appreciate 10% against the reference currency:

($ thousands) 2023 2022
Unhedged 10% CAD Unhedged 10% CAD
Foreign . Foreign .
appreciation appreciation
exposure exposure
uUsD $ 2,103,045 $ (191,186) $ 1,722,669 $ (156,606)
EUR $ 159,291 $ (14,481) $ 146,113 $ (13,283)

Credit risk

Credit risk refers to possible risk of loss resulting from the borrower failing to repay a loan or fulfil its contractual
obligations. WCB has indirect exposure to credit risk mainly through pooled funds containing debt securities and
derivative contracts.

Credit spread risk

Credit spread risk arises from changes in general financial market or economic conditions that may change the
pricing of the entire non-government bond market, specific sectors or individual issuers. This risk is generally
manifested through changes in the security’s credit spread, which reflects the risk premium or risk-adjusted yield
for specific issuers and/or instruments. WCB'’s investment portfolio is indirectly exposed to credit spread risk
through participation in pooled funds with holdings in non-government fixed income securities.

Counterparty default risk

Counterparty default risk arises from the possibility that the issuer of a debt security, or the counterparty to a
derivatives contract, fails to discharge its contractual obligations. Pooled funds that hold fixed income products
manage credit risk by investing in securities of high credit quality. As a portfolio strategy, derivatives may be used
within pooled funds to manage specific characteristics and exposures, with derivative counterparties subject

to minimum credit rating requirements. For all pooled funds that hold derivatives, the maximum counterparty
default risk exposure is the fair value of all derivative contracts in a favourable (i.e., receivable) position.
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Liquidity risk

Liquidity risk is the risk that WCB will encounter difficulty in meeting obligations associated with its insurance
liabilities, which are funded from cash and cash equivalents and from investments where necessary. This risk
stems from the lack of marketability of an investment that cannot be bought or sold quickly enough to prevent

or minimize a loss. Pooled funds that hold private investments with no active market, or subject to contractual
restrictions on redemption or transfer, would be exposed to liquidity risk. In addition, these funds may have
significant capital commitments that must also be funded from other investments or cash and cash equivalents as
required.

Through a proactive cash management process that entails continuous forecasting of expected cash flows, WCB
mitigates liquidity risk by minimizing the need for forced liquidations of pooled fund units in volatile markets and

by allocating a significant portion of the investment portfolio to pooled funds holding securities with high trading
volume in active markets.

To cover unanticipated cash requirements when market conditions are unfavourable, WCB also has an available
standby line of credit of up to $20 million, with provision for it to increase to $100 million for six months during the
year, which has not been drawn down as at December 31, 2023 or 2022.

8. PROPERTY, PLANT AND EQUIPMENT

ACCOUNTING POLICY

Property, plant and equipment expenditures are recognized as an asset if it is probable that WCB will realize
future economic benefits. Items are initially measured at acquisition cost and subsequently at amortized cost.

W(CB enters into leases of property, plant and equipment and contracts for supply of goods and services
conveying a right to use identified assets that requires lease recognition. The resulting right-of-use asset is
classified under the applicable class of property, plant, and equipment, and accounted for in accordance with
the relevant accounting policy for that class.

After initial recognition, property, plant and equipment is carried at acquisition cost less accumulated
depreciation and impairment (if applicable) with the exception of land, which is not depreciated. Leased assets
and leasehold improvements are amortized over their expected lease term, including probable extensions or
early termination and adjusted for impairment. All other items are depreciated over their expected economic or
useful life. Depreciation expense is recognized when an asset is ready for use, and when WCB has control over
the use of a lease asset.

Residual values, useful lives, expected lease terms, and depreciation/amortization rates are reviewed at each
financial year-end and adjusted if appropriate. Depreciation and amortization expense are included in insurance
expense and corporate administration in the Statement of Financial Performance and Comprehensive Income.
WCB applies the following annual rates and methods for depreciation of owned assets:

Buildings ......ccoooveeiiiiiiiieieiee 2.5% straight-line

Leasehold improvements .................. Straight-line over the expected lease term
Computer equipment ...........cc......... 35% declining balance

Furniture and other ...........c............... 15% declining balance

Vehicles ........coovveeveeeeeeieeeeen 20% straight-line

For leased assets, WCB applies straight-line amortization over the expected lease term.

WCB evaluates its property, plant and equipment for indicators of impairment such as obsolescence,
redundancy, deterioration, loss or reduction in future service potential, or when there is a change in intended
use or underutilization of an owned and/or a right-of-use asset. When the carrying value exceeds the amount
of future economic benefit based on expected utilization, the item of property, plant and equipment is written
down to the recoverable amount and the amount recognized as an impairment loss.
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The following table provides details of property, plant and equipment (PPE) broken down between assets
acquired through purchase and right-of-use assets arising from leasing.

($ thousands)

Owned assets, at cost
Balance, beginning of year
Current period activity:
Capitalized expenditure
Transfer from PPE under construction
Disposals
PPE under construction
Balance, end of year

Accumulated depreciation and impairment
Balance, beginning of year
Current period activity:

Depreciation

Disposals

Balance, end of year

Carrying value, beginning of year

Carrying value, end of year

Right-of-use assets, at cost

Balance, beginning of year

Current period activity:
Capitalized lease expenditure
Disposals

Balance, end of year

Accumulated depreciation and impairment
Balance, beginning of year
Current period activity:
Depreciation
Disposals
Balance, end of year

Carrying value, beginning of year

Carrying value, end of year

Total owned and right-of-use assets
Carrying value, beginning of year

Carrying value, end of year

Office
Land / Leasehold - Computer = o/ Vehicles 2023 2022
Buildings Improvements  Equipment X
Equipment
74520 $ 2055 $ 20337 $ 28511 731 $ 126,154 $123,458
1,652 184 1,586 1,390 - 4,812 2,598
(1,411) (125) (1,872) (1,130) - (4,538) (2,720)
(116) (254) (4,884) (28) (357) (5,639) (1,720)
608 - 5724 3,092 - 9,424 4,538
75,253 1,860 20,891 31,835 374 130,213 126,154
32,354 1,750 12,677 19,847 632 67,260 63,050
1,700 189 2,674 1,214 (228) 5,549 5,930
(116) (254) (4,884) (28) (30) (5,312) (1,720)
33,938 1,685 10,467 21,033 374 67,497 67,260
42,166 305 7,660 8,664 99 58,894 60,408
41,315 175 10,424 10,802 - 62,716 58,894
8,712 - 6,639 385 - 15,736 15,680
- - 1,748 375 - 2,123 1,161
(865) - (147) (199) - (1,211) (1,105)
7,847 - 8,240 561 - 16,648 15,736
3,677 - 3,554 342 - 7,573 5,671
1,384 - 1,877 114 - 3,375 3,007
(865) - (147) (199) - (1,211) (1,105)
4,196 - 5,284 257 - 9,737 7,573
5,035 - 3,085 43 - 8,163 10,009
3,651 - 2,956 304 - 6,911 8,163
47,201 305 10,745 8,707 99 67,057 70,417
44,966 $ 175 $ 13380 $ 11,106 - $ 69627 $ 67,057

See Note 10 Leases for accounting policy and further details on leased property, plant and equipment and Note 16

Administration and Other Expense for depreciation expense.

WCB has contractual commitments to complete various projects under construction. As at December 31, 2023,
these commitments total $5,840 (2022 - $1,985).
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9. INTANGIBLE ASSETS

ACCOUNTING POLICY

WCB'’s intangible assets are composed of computer software developed internally or acquired through third
party vendors and customized as necessary. Development expenditure is capitalized only if the directly related
costs (both internal and external) can be measured reliably, the product or process is technically feasible, future
economic benefits are probable and WCB has the intention and sufficient resources to complete development
and to use the asset in the manner intended.

Computer software is measured at cost upon initial recognition. After initial recognition, computer software is
measured at cost less accumulated amortization and impairment (if applicable). Computer software is amortized
on a straight-line basis at 20% per year commencing from the date that the software is available for use.

Residual value, useful lives and amortization methods are reviewed at each financial year-end and adjusted
if appropriate. Amortization expense is included in insurance expense and corporate administration in the
Statement of Financial Performance and Comprehensive Income (see Note 16 Administration and Other Expense).

WCB evaluates its intangible assets for indicators of impairment and performs annual impairment tests for assets
under development. When the carrying value exceeds the amount of future economic benefit through utilization,
the item is written down to the recoverable amount and the amount recognized as an impairment loss.

Under
($ thousands) InUse Development gozd 2022
Cost
Balance, beginning of year $ 125861 $ 9,109 $ 134,970 $ 125,346
Capitalized expenditure - 7,594 7,594 9,624
Transfers from development 13,660 (13,660) - -
Disposals (302) - (302) -
Balance, end of year 139,219 3,043 142,262 134,970
Accumulated amortization and impairment
Balance, beginning of year 91,635 - 91,635 77,199
Depreciation 14,804 - 14,804 14,436
Disposals (302) - (302) -
Balance, end of year 106,137 - 106,137 91,635
Carrying value, beginning of year 34,226 9,109 43,335 48,147
Carrying value, end of year $ 33,082 % 3,043 % 36,125 % 43,335

WCB has contractual commitments related to the completion of software projects. As at December 31, 2023,
these commitments total $2,793 (2022 - $4,514).
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10. LEASES

ACCOUNTING POLICY

At inception of a lease or supply contract, WCB recognizes a right-of-use asset and a corresponding lease
liability if both of the following conditions have been met throughout the contract period:

(@) WCB has the right to obtain substantially all the economic benefits from use of an identified asset; and
(b) WCB has the right to direct the use of the identified asset throughout the period of use.

The lease term begins at the commencement date, extends through the non-cancellable period of the lease
and includes any renewal periods or early termination options that WCB is likely to exercise.

At the commencement date, WCB measures the lease liability at cost, representing the present value of the
lease payments that are not paid at that date, discounted using the interest rate implicit in the lease if it is
known or readily determinable. If not, WCB uses its incremental borrowing rate as at that date for a loan of
similar amount, payment terms, and maturity. The right-of-use asset is measured at the amount of the lease
liability, less any lease incentives received and/or lease payments made at or before the lease commencement
date. As well, at the commencement date, incentives received or due from the lessor to enter into or to extend
the lease are recognized, measured at their present value and offset against the right-of-use asset.

Leases with low value assets (unit value of $5,000 or less), and leases with an expected term of 12 months or
less at date of commencement are exempt from the requirements to recognize a right-of-use asset and lease
liability. Although exempt, WCB applies IFRS 16 to groups of low value desktop computer equipment acquired
under a master lease agreement. These lease asset pools (portfolios) are measured at their aggregate present
value as at their commencement date, recognized as right-of-use assets and related lease obligations.

Subsequent measurement of right-of-use assets and liabilities for leases of individual assets and asset pools is
at amortized cost. Right-of-use assets are depreciated on a straight-line basis over their expected lease term.

Lease payments are allocated between the liability and finance charges using the effective interest method to
achieve a constant rate of interest on the remaining balance of the lease. The interest portion of the payment is
charged to income over the lease period, while the principal portion is applied against the lease obligation.

LEASES

Leasing objectives

WCB'’s rationale for acquiring critical business assets through leasing is to realize operational flexibility, rather
than to finance asset ownership. For critical information technology and office equipment, WCB uses leasing

to manage obsolescence risk, to provide operational flexibility in meeting both short and long-term business
demands and to access value-added services bundled with certain lease arrangements. For some critical
technology, vendor pricing is more cost-effective through leasing rather than purchasing. For facilities, the
economic benefits from leasing accrue mainly from flexibility in meeting short-term space demands, acquiring
office space that does not warrant a long-term capital investment in real assets, but in some circumstances, the
required space is only available through a long-term lease.

Lease obligations

WCB has obligations under non-cancellable lease agreements for computer and office equipment, typically for
terms between three and five years. Some WCB facilities are under leases with remaining terms of between one
and four years. On rare occasions, WCB may enter into short-term arrangements for office space and/or for low
value assets; however, such commitments and the amounts charged to administration expense are generally
not material.
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The following table provides a reconciliation of lease transactions and obligations for the period ended December
31,2023.

Land / Computer Office

($ thousands) Buildings Equipment Furniture 2023 2022
Lease obligations
Balance, beginning of year $ 5662 $ 3,153 % 46 $ 8,861 $ 10,661
Current year activity:
Additions - 1,748 375 2,123 1,161
Disposals (489) - - (489) -
Lease payments (971) (1,948) (132) (3,051) (3,245)
Lease interest 164 75 20 259 284
Balance, end of year $ 4,366 $ 3,028 % 309 $ 7,703 % 8,861

See Note 8 Property, Plant and Equipment for carrying values of lease right-of-use assets and their related
depreciation and Note 19(b) Trade and Other Liabilities for presentation of lease obligations.

The undiscounted future cash outflows and the maturities related to these lease obligations are broken out in the
table below.

($ thousands) 2023 2022

2023 $ - 3 2,734
2024 2,606 2,002
2025 2,082 1,496
2026 1,516 1,229
2027 1,216 1,188
2028 and Beyond 897 1,005

$ 8,317 $ 9,654

Exempt leases

Leases for low value assets or for terms of twelve months or less are exempt from the requirements to recognize
aright-of-use asset and lease liability and are charged to expense as incurred. Exempt lease expense for the year
was insignificant.
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11.

EMPLOYEE BENEFITS

ACCOUNTING POLICY

WCB provides active service and defined post-employment benefits to its employees. WCB also participates
in certain multi-employer pension plans sponsored by the province of Alberta. An expense and a liability for
benefits earned are recognized in the period that the employee service has been rendered.

For defined post-employment benefit plans, current service cost represents the actuarial present value of
the benefits earned in the current period. Such cost is actuarially determined using the projected unit credit
actuarial method, a market interest rate and management’s best estimate of projected benefit costs. The net
plan asset or liability as at the reporting date is the present value of the defined benefit obligation, which is
determined by discounting the estimated future cash outflows using a discount rate based on market yields
of high-quality corporate bonds having terms to maturity that approximate the duration of the related benefit
liability less the fair value of plan assets. Current service cost and interest expense of pension and other post-
employment benefits are estimated using different discount rates derived from the same yields, reflecting
the different timing of benefit payments for past service (the defined benefit obligation) and future service
(the current service cost). Current service cost, interest expense and interest income comprise the amount
required in each year to build up the liability over the projected benefit period to its future value.

Remeasurement changes in plan assets and benefit liabilities, arising from actuarial changes in assumptions
and experience gains and losses, are recognized in other comprehensive income.

ACTIVE SERVICE BENEFITS

WCB's short-term benefits for active employees include salary, compensated absence (sick leave, statutory
holidays, and annual vacation), group life insurance, dental and medical coverage, employee family assistance
program, education support and health and wellness benefits.

Termination benefits are provided for through employment contracts, statutory requirements or constructive
obligations. As at December 31, 2023 and 2022, there were no material expenditures or provisions relating to
termination benefits.

POST-EMPLOYMENT BENEFITS

Pension plans

Employee post-retirement benefits are provided through contributory multi-employer defined benefit pension
plans sponsored by the province of Alberta, namely the Public Service Pension Plan (PSPP) and the Management
Employees Pension Plan (MEPP). Under defined benefit plan accounting, WCB must recognize its proportionate
share, determined on an actuarial basis, of plan assets, obligations, remeasurement amounts, service cost,
interest expense and interest income prorated on WCB'’s share of total contributions.

Both plans have funding deficiencies that have statutory funding requirements by employers and employees

to eliminate any plan deficiencies over a specific time horizon. The information in this note reflects the annual
actuarial valuation of WCB'’s share of the plans’ assets, benefit obligations, remeasurement amounts, service cost,
interest expense and interest income.

Supplemental executive retirement plan

WCB sponsors a non-contributory supplemental executive retirement plan (SERP). Earnings of senior
management generally exceed the threshold earnings for the maximum pension benefit permitted under the
federal Income Tax Act. Under the terms of the SERP, senior management is entitled to receive supplemental
retirement payments that bring their total pension benefits to a level consistent with their total earnings for
service since the inception of the SERP or appointment to a senior management position, whichever is later.
Future pension benefits are based on the participants’ years of service and earnings.

See Note 17 Related Party Transactions for a breakdown of SERP costs by executive position.

2023 Financial Statements and Notes

63



Post-retirement benefit plan

WCB provides a contributory benefit plan that provides dental and health care benefits to retirees on pensions
between the ages of 55 to 80. As plan participants pay part of the benefit cost, the benefit obligation represents
the difference between actual costs and contributions subsidized by WCB.

OTHER BENEFIT PLANS

Long-term disability plan

WCB administers a self-insured non-contributory long-term disability (LTD) income continuance plan for its
employees. The LTD liability represents the present value of all future obligations arising from disability claims
incurred up to and including the reporting date.

EMPLOYEE BENEFIT PLAN ASSUMPTIONS

The table below presents key assumptions applicable to WCB’s employee future benefit plans.

2023 2022
PSPP MEPP SERP .POSt LTD PSPP MEPP SERP FOSt LTD
Retirement Retirement

Date of most recent actuarial valuation 12/31/2023  12/31/2023  12/31/2023  12/31/2023  12/31/2023 12/31/2022 12/31/2022 12/31/2022 12/31/2022 12/31/2022
Economic assumptions
Discount rate (nominal) for benefit obligation 4.6% 4.6% 4.6% 4.7% 4.6% 5.3% 5.3% 5.3% 5.3% 5.3%
Albertainflation rate (long-term) 2.0% 2.0% 2.0% n/a n/a 2.0% 2.0% 2.0% n/a n/a

3.0% 2.8% 3.0% n/a 2024:3.0%; 1.6% until 3.0% 2.0% n/a 2.0%

Salary escalation rate'
>2024 2.0% 04/01/22;

3.0%

thereafter
Multi-employer plan funding assumptions
WCB share of plan contributory payroll 5.7% 1.7% 5.6% 1.4%
Current service cost rate on contributory payroll 13.9% 23.6% 14.4% 22.2%
WCB's contributions for the current period
($ thousands) $ 14141 § 1,232 $ 15,295 $ 1,179
WCB's expected contributions for the following
period ($ thousands) $ 14565 §$ 1,240 $ 13,524 $ 1,208

'The salary escalation rate assumptions for the PSPP and the MEPP (both multi-employer plans) are not specific to WCB but rather to all
participating employers in aggregate.
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DEFINED BENEFIT PLANS

($ thousands)

Change in defined benefit obligation
Defined benefit obligation, beginning of year
Current service cost®
Past service cost
Interest expense’
Remeasurement losses (gains)®
Benefit payments

Defined benefit obligation, end of year

Change in fair value of plan assets

Fair value of plan assets, beginning of year
Employer contributions
Interestincome
Remeasurement (losses) gains®
Benefit payments

Fair value of plan assets, end of year

Net plan liability (asset)
Defined benefit obligation

Fair value of plan assets

Other Total Other Pension
Retirement LTD Employee Plans' 2023 2022
Liabilities? Benefit Plans
$ 19,012 § 20,693 % 39,705 456,113 $ 495,818 $ 562,142
934 6,670 7,604 14,113 21,717 26,023
- - - - - 8,845
1,004 989 1,993 23,629 25,622 18,240
116 466 582 73,152 73,734 (99,158)
(331) (3,990) (4,321) (21,641) (25,962) (20,274)
20,735 24,828 45,563 545,366 590,929 495,818
- - - 513,650 513,650 462,819
331 3,990 4,321 15,373 19,694 19,665
- - - 27,067 27,067 15,195
- - - 45,567 45,567 36,245
(331) (3,990) (4,321) (21,641) (25,962) (20,274)
- - - 580,016 580,016 513,650
20,735 24,828 45,563 545,366 590,929 495,818
- - - 580,016 580,016 513,650
$ 20,735 % 24,828 % 45,563 (34,650) $ 10,913 § (17,832)

! Pension plans include WCB’s proportionate share of the PSPP and MEPP defined benefit plans. The PSPP makes up the majority of the balance.

2 Other retirement liabilities include SERP and the post-retirement benefit plan.

3 Current service costs are presented within corporate administration and insurance expense in the Statement of Financial Performance and

Comprehensive Income.

“4Interest expense is presented net of interest income in the Statement of Financial Performance and Comprehensive Income.

> Remeasurement gains and losses on plan obligations due to discount rate changes and experience are presented net of gains and losses on plan
assets in the Statement of Financial Performance and Comprehensive Income.
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RECOGNITION OF A PENSION ASSET

A defined benefit pension plan asset recognized in the financial statements is measured at the lower of the plan
surplus and the asset ceiling determined using the discount rate for measuring plan obligations at the valuation
date. The asset ceiling is based on an assessment of whether the plan surplus will result in future economic benefit
available to WCB through contribution reductions, payment of expenses from the plan, or refund of surplus. If

the future benefit is not fully available to WCB, the asset ceiling limits the recognized asset to the amount of the
expected economic benefit. WCB determined the available amount of expected future economic benefit as the
difference between:

a) Theaccounting current service cost and future expenses at December 31, 2023, and

b) The expected funding current service cost contribution requirements, including future expenses, based
on the contribution rates approved by the PSPP and MEPP Boards effective January 1, 2024.

Minimum future funding requirements of the plan reduce the available benefit; however, these are not currently
applicable because both plans are in a surplus position. Since the economic benefit as determined for each plan
significantly exceeds the plan surplus at December 31, 2023, adjustment of the plan surplus to a lower amount is
not required.

RISKS ARISING FROM DEFINED BENEFIT PLANS

Economicrisks

Defined benefit plans are directly exposed to economic risks from plan assets invested in capital markets and
indirectly with respect to measurement risk from assumptions based on economic factors, such as discount rates
affected by volatile bond markets. Benefit obligations are exposed to uncertainty of future economic conditions,
primarily inflation risk due to the extremely long tails of post-employment benefits and health care escalation due
to increasingly higher costs of treatment and prescription drugs.

Demographic risks

Demographic factors affect current and future benefit costs with respect to the amount and time horizon of
expected payments due to such factors as workforce average age and earnings levels, attrition and retirement
rates, mortality and morbidity rates, etc.

Multi-employer plan funding risk
In addition to economic and demographic risk factors, WCB is exposed to funding risk in the multi-employer plans
arising from:

* Legislative changes affecting eligibility for and amount of pension and related benefits

* Changes in contributions to respond to the plans’ funding level as required by policy

» Performance of plan assets affected by investment policies set by the pension boards

* Changes in the methods and assumptions used in valuation of plan liabilities.

Because these plans are governed by legislation rather than contract, there is little flexibility for participant action
with respect to withdrawal from the plan, plan wind-up or amendments and mandatory funding requirements.

Sensitivity analysis

The following table shows the effect of a 25 basis point change in the assumed discount rate, inflation rate and
wage inflation rate on WCB'’s proportionate share of the accrued benefit obligations of PSPP and MEPP. The
impacts of the assumption changes on WCB'’s other employee benefit plans, individually and in aggregate, are

immaterial.

($ thousands) 2023 2022

+/- % change on assumed rates +0.25% -0.25% +0.25% -0.25%
Discount rate based on market yields on high-quality corporate bonds $ (19,606) $ 19,606 $ (16,944) $ 16,944
General inflation rate $ 8,869 $ (8869 $ 7,757 $ (7,757)
Wage inflation rate $ 368 $ (3683 $ 2875 $ (2875
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12.

INSURANCE CONTRACTS

ACCOUNTING POLICY

An insurance contract is an arrangement whereby an entity accepts significant insurance risk from another
party by agreeing to compensate the insured party if a specified uncertain future event (the insured

event) adversely affects that party. Since an insurance contract may also arise from law or regulation,

WCB legislation and regulations (together the Act) constitute a master insurance contract. Self-insurance
arrangements are not in scope as there is no transfer of insurance risk.

The level of aggregation and unit of account is the entire portfolio of contracts viewed as one group of
contracts sharing similar risk characteristics covered under a master contract renewed annually.

The contract boundary is one year, corresponding to the calendar year coverage period established by
legislation. Because WCB has the practical ability to reassess and fully reprice the group of contracts to cover
its risk exposure specific to the renewal period, each annual cohort constitutes the issuance of a new group of
contracts with a one-year term.
Recognition of a group of insurance contracts at its inception occurs at the earliest of the following dates:

» Atthe beginning of the coverage period

» Due date of first payment of the premium

* When a group of contracts is determined to be onerous
Onerous insurance contracts arise when it is expected that the future cash outflows will exceed inflows.

Contract modification arises from substantive changes in legislation, policy, or tribunal decisions that modify
the scope and significance of contractual terms and conditions, requiring derecognition of the existing
contract and recognition of the modified contract at the end of the coverage period.

The following prescribed components are applied for measurement of insurance contracts:
» Unbiased expected present value of future cash flows
» Current and market consistent discount rates, derived from a yield curve based on comparable
cash flows, timing, and risk characteristics as the insurance liabilities
» Arisk adjustment that quantifies the uncertainty related to non-financial risks in the estimates of
the future cash flows, representing the compensation required for bearing such risk

Given the one year contract boundary, the premium allocation approach applies in valuation of the liability for
remaining coverage.

The carrying amount of a group of insurance contracts at the end of each reporting period comprises the:
« Liability for remaining coverage representing the amount of premiums received less insurance
revenue recognized and the expected loss component of onerous contracts, if any; and
« Liability for incurred claims representing cash outflows (i.e., claim benefit and administration
payments) in future periods for claims incurred in the current and prior periods

At the end of each reporting period, the carrying value of insurance contracts is remeasured to reflect
current estimates of the liability for incurred claims. The liability for remaining coverage is increased
for premiums received in the period and decreased for the amounts of expected premium receipts
recognized as insurance revenue for the services provided in the period.
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VALUATION OF INSURANCE CONTRACTS

The valuation is based on WCB legislation, policies and administrative practices in effect as at the valuation date.
Estimation of the liability requires the use of actuarial methods and assumptions that are periodically assessed
and adjusted based on frequent monitoring of actual claim experience, the economy and other relevant factors
throughout the year.

Since the insurance liabilities are of a long-term nature, the actuarial assumptions and methods used to
calculate the reported liabilities are based on considerations of future expenditures over the long term. As

the determination of these liabilities requires assumptions about economic and other events that may occur
many years in the future, which are based on best information as at the valuation date, a significant degree of
professional judgement must be exercised in developing these assumptions. Accordingly, changes in conditions
within one year of the financial statement date could require material change in recognized amountsin a
subsequent period or periods.

MATERIAL JUDGMENTS AND ASSUMPTIONS

Judgements involve selecting and calibrating appropriate actuarial methods, macroeconomic trends, industry
products, data, and practices, loss emergence patterns and other inputs. Development of material assumptions
are subject to measurement uncertainty with a high risk of adjustment of results in future reporting periods.
Consequently, forward looking assumptions require significant judgement with respect to future economic or
market conditions and/or events. Required changes are modeled into input assumptions only when they are
indicative of established trends.

The critical judgements, methodologies and assumptions used in valuation of insurance liabilities under IFRS 17,
which are reviewed annually, are discussed below.

Premium allocation approach
WCB is eligible to apply the premium allocation approach (PAA) for the liability for remaining coverage (LRC)
because the coverage period (i.e., contract boundary) for the group of contracts is one year.

Core measurement requirements
Application of the core IFRS 17 requirements for measuring the LIC and the LRC involves these methodologies
and inputs:

* Future cash flows are estimated using a current, unbiased, entity-specific, and explicit actuarial best
estimate approach that is substantially consistent with the expected value of all probable outcomes

* To reflect the time value of future cash flows, a discount rate curve derived from a market-consistent,
risk-free, and liquidity-adjusted yield curve for investment grade debt instruments with similar timing
and risk characteristics as WCB’s insurance liabilities is applied. WCB calibrates market variables to be
consistent with its current circumstances and/or expectations, and the timing and risk characteristics of
its cash flows, as appropriate

* For discussion of the methodology for deriving discount rate curves, see the section Time value of future
cash flows

» An explicit risk adjustment set at zero that reflects the compensation that WCB would require to accept
or bear non-financial (i.e., insurance) risk

For discussion of WCB’s view on insurance risk, see the section Risk adjustment.

Measurement of the liability for remaining coverage

The LRC, reflecting deferred or unearned revenue, represents the obligation to provide insurance service over the
unexpired portion of the coverage period. The LRC increases as premiums are received over time and decreases as
service obligations are fulfilled and recognized in insurance revenue during the period. The carrying amount of the
LRC is comprised of premiums received less amounts amortized to insurance revenue. The amortized amounts are
based on expected premium receipts (including premiums that are expected to be received after year end when
payroll is confirmed) rather than received premiums.
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Loss component of onerous contracts

When the group of contracts is onerous, IFRS 17 requires immediate recognition of the issued contracts and the
related loss in current insurance expense and in the loss component of LRC. Recognition of the loss does not change
the amount of the future cash flows - it merely accelerates the timing of loss recognition from the subsequent period
to the current period. Judgement is required in developing the methodology to select and calibrate the relevant
inputs, and to estimate both the expected contract fulfilment costs and in quantifying the loss component of the LRC.

MEASUREMENT METHODS AND ASSUMPTIONS

Scope
Estimates of future cash flows are required for measurement of the:

* Liability for incurred claims costs of current and past claims to be paid in future periods,

* Liability for remaining coverage future service obligations arising from cash inflows of the current or past
periods, and

» Expected onerous contracts loss component of the LRC recognized in the current period

Basis of measurement

Determination of future cash flows applies the actuarial best estimate technique where the actual or ultimate value
has an equal likelihood of being greater or less than the estimated value. The best estimate, based on all information
available at the valuation date and considering all likely scenarios including extreme events both favorable and
unfavorable, therefore represents the median of the range of outcomes.

Estimation inputs for the valuation consider both external and internal data sources, validated against historical
patterns and expected trends through periodic experience studies. Such studies may also lead to, or confirm, the
judgement that a change in or new data and/or methodology may be required for more reliable estimates.

Techniques for estimating claims in pay and claims incurred but not reported at the reporting date are based on
WCB'’s judgement that historical claims experience is indicative of future claims development and their ultimate cost.
Unusual or non-recurring experience, if not representative of current trends, is excluded or adjusted as required.

Valuation methods
For valuation purposes, future benefits are grouped into broad categories: benefits in-pay, outstanding claims, and
long latency occupational diseases.

Benefits in-pay are pensions that have already been awarded, with future payments projected on the basis of the
mortality tables as well as other specific assumptions. The related liability is based on a cash flow projection of
expected future payments for each benefit recipient at the valuation date, estimated by considering the amount
currently received, the probability of the benefit remaining in force, demographic assumptions and characteristics of
the benefits being valued.

Outstanding claims refer to all other types of benefit payments for incurred claims, as well as costs related to future
claims management. The general method used to determine the related liabilities typically involves analyzing

the benefit costs over an experience period to establish average cost for each period after injury. These average
costs, along with exposure indexes for each injury year, assumed rates of future escalation, and the survivorship
probabilities where applicable, are used to calculate projected costs for each of the future years.

The liability for long latency occupational diseases differs from liabilities for incurred claims, being driven by the
number of expected claims arising from exposure to disease agents in each period multiplied by the average cost
per occupational disease claim. Expected claim costs are allocated to underlying calendar years of exposure in
considering the latency assumptions relevant to those periods.

Overhead allocation

Claims management expenses included in future cash flows reflect a systematic allocation of overhead expenses
directly attributable to contract fulfilment. Administration salaries and expenses are allocated to claims management
based on the level of functional activities of the business units involved in claims processing. The current level of
expenses is taken as an appropriate baseline, adjusted for expected expense inflation, if required.

See Note 16 Administration and Other Expense for details of total overhead allocated to claims management and to
corporate administration.
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Time value of future cash flows

The time value of future cash flows is reflected by discounting the related claim liabilities to their present

value. Discount rates under IFRS 17 must be derived using a yield curve with similar attributes and liquidity
characteristics, risks, and maturities as its future cash flows. The methodology for deriving the curve may apply
either the bottom-up approach that uses a risk-free yield curve plus a liquidity adjustment, or the top-down
approach that uses a market-based yield curve adjusted for credit risk across the entire curve. Development

of the discount rate assumption involves significant judgement and effort and has the greatest impact in the
measurement of WCB’s insurance liabilities.

Nominal discount rates

WCB applies a hybrid approach for developing nominal discount rates, using the bottom-up approach for the
risk-free yield curve that is adjusted by market-based liquidity premiums derived using the top-down approach,
as discussed in the following section. Risk-free nominal discount rates are derived from a yield curve of observable
risk-free debt instruments, primarily Bank of Canada bonds. The nominal rate curve is extrapolated from the last
available market data point to an ultimate forward rate consistent with long-term real interest and inflation rate
expectations.

Liquidity adjustment

Given limited ability to transfer or commute WCB'’s insurance liabilities, an adjustment must be included in

their valuation to quantify suchilliquidity, achieved by adjusting risk-free nominal yields using a curve of market
consistent liquidity premiums specific to each relevant maturity. WCB develops liquidity premiums using a top-
down approach by comparing the spreads on investment grade corporate bonds with yields, where available, on
Canada bonds with matching maturities. Using Canadian corporate BBB bonds as the asset reference portfolio,
the liquidity adjustment is expressed as a fixed percentage of the reference portfolio spread over risk-free

rates, plus an additional constant adjustment to account for WCB insurance contracts being more illiquid than
the reference portfolio. The combined percentage across all maturities on the discount rate curve adjusts the
discount rates to reflect the illiquidity of WCB’s insurance liabilities.

Real discount rates
The real discount rate curve is derived by applying an inflation adjustment across all maturities along the nominal
rate curve. This adjustment reflects future inflation at maturity.

The table below provides relevant forward discount and inflation rates as at the end of the current and prior
periods:

Forward Rates by Tenor

Years 1 5 10 15 20 25 30 40 50 60 Ultimate
2023
Nominal discount rates 526% 4.13% 5.11% 538% 4.84% 4.60% 4.37% 4.35% 4.17% 3.99% 4.43%
Inflation rates 2.80% 1.77% 2.10% 1.70% 1.49% 2.41% 2.48% 2.36% 2.24% 2.12% 2.00%
2022
Nominal discount rates 5.08% 4.34% 529% 579% 531% 491% 4.37% 4.44% 4.18% 3.92% 4.55%
Inflation rates 3.60% 191% 2.54% 293% 257% 233% 220% 2.15% 2.10% 2.05% 2.00%
Equivalent single rate 2023 2022
Equivalent single nominal discount rate 4.75% 4.93%
Equivalent single inflation rate 2.04% 2.42%
Equivalent single real discount rate 2.66% 2.45%
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Risk adjustment

WCB operates as a not-for-profit public sector monopoly founded on the principles of cost neutrality and collective
liability. This model precludes inclusion of economic compensation for bearing risk with respect to both liability
valuation and pricing.

Application of the best estimate method for liability valuation is predicated on a related confidence level of 50%,
representing the median of the range of outcomes. In this context, WCB is indifferent between the actual liability
being higher or lower than the best estimate, which is consistent with an effective risk adjustment of zero and a
confidence level of 50%.

Inflation assumptions

Claim costs for workers’ compensation are sensitive to long-term inflation. For estimating future cash flows, WCB
establishes long-term economic assumptions for general inflation, wage escalation, and health care escalation by
considering both external and internal historical trends and forward-looking economic and market indicators.

Canada inflation

Historical Canada inflation published by Statistics Canada is considered a market variable. WCB’s approach to de-
termine market-consistent future inflation rates is based on the spread by maturity, as at a valuation date, between a
Government of Canada nominal yield curve and a corresponding real yield curve, where the spreads are further ad-
justed for non-inflation components and lower liquidity for real return bonds compared to nominal bonds. An ultimate
inflation rate can be derived as the mid-point or average of the medium-term target inflation range, currently between
1% - 3% per annum (around 2% per annum).

Alberta inflation
Over the past 10 years, Alberta inflation has generally aligned with Canada inflation. Accordingly, Alberta inflation is
considered to be the same as the Canadian inflation derived in the previous section.

Cost of living allowance
The WCB assumption for the cost-of-living allowance (COLA) for indexed benefits is Alberta inflation plus a current

adjustment of -0.45% per annum.

Health care escalation

Health care escalation is developed from analysis of WCB cost experience, also taking into consideration the results
of external studies. This escalation rate represents general inflation plus excess escalation of 1.5%, covering both
increases in utilization and in the costs for medical procedures and other therapeutic care.

Wage growth
Total wage growth is the increase in average wages comprising expected inflation and the net wage growth rate. WCB
considers that a long-term rate for net wage growth of 1.00% per annum to be appropriate for the period.

Demographic assumptions

Demographic assumptions relating to the claimant population include, among others, volumes and rates of

claims occurrence, their duration and cost, type and/or severity of injury or illness, mortality (incidence of death),
longevity (life expectancy), and morbidity (incidence and development of disability or disease). These assumptions
are differentiated by claimant and/or survivor gender and age, injury or disease classification, occupation, and
geographic location, among other factors. Demographic assumptions primarily affect healthcare costs and
annuitized payments such as income replacement, economic loss, disability pensions, survivor benefits, and long-
term personal care.

Mortality and longevity

Mortality is defined as the rate at which death is expected to occur for a specified group, with the risk that death

may occur sooner than expected. Conversely, longevity risk for a group arises when life expectancy is longer than
expected. WCB uses mortality and longevity assumptions in estimating the duration of economic loss and survivor
benefit payments, for both benefits in pay and outstanding claim liabilities. Assumptions are generally developed
using a blend of national mortality data, industry trends, and WCB specific demographic data. Assumptions affecting
claim termination are developed for each benefit type, incorporating recent experience and claimant characteristics.
A reasonable allowance may also be included for improvements in workplace safety practices and healthcare and
rehabilitation outcomes that affect mortality and longevity.
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Morbidity

Morbidity assumptions are specific to types of injury or disease categories, affecting cost, duration, and
probability of recurrence. Arising from incidence of injuries and disease for workplace risk exposures, morbidity is
an assumption for long-term care, short-term disability, latent occupational disease, and healthcare and personal
care costs related to such claims. Morbidity assumptions based on WCB experience as well as past and emerging
industry experience are established for each type of morbidity and occupational/industry risk. Appropriate
assumptions are made about future improvements in morbidity experience due to advances in medical practice
and technology.

See Note 14 Insurance Risk and Risk Management for details of the sensitivity of material assumptions on key
results.

EXPLANATION OF RECOGNIZED AMOUNTS

Impact of contracts issued in the period

Contracts issued during the reporting period represent the group of contracts for the subsequent coverage
period because they were determined to be onerous and deemed to be issued when the renewal rates are publicly
communicated at the end of the current period. Recognition of the renewal group of contracts impacts insurance
expense, insurance service result, and the LRC of the current period.

See the section Other insurance expense in Note 13 Insurance Revenue and Expenses for details of the amounts
related to onerous contracts.

Changes in insurance liabilities

After initial recognition and measurement of insurance contracts, the carrying value of the related insurance
liabilities at the reporting date comprises the LIC and the LRC, which is determined by underlying movements in
premiums receipts, release of service obligations and the change in the loss component.

IFRS 17 prescribes a current estimate of the LIC for each reporting period, which entails updates to future cash
flows to reflect changes in market and demographic judgements, assumptions or actuarial methods since the
previous valuation. Specifically, such remeasurement considers new information about claims experience and
their future development; changes in actuarial valuation methods and assumptions arising from cumulative cost
experience and/or special studies; and/or legislation, tribunal decisions, or policy amendments that may affect
entitlement to benefits, their type and duration, and in some cases, with retrospective effect.
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RECONCILIATION OF INSURANCE LIABILITIES

The tables below provide a reconciliation of the changes in insurance liabilities for the current and comparative periods.

Reconciliation of insurance liabilities
As at December 31,2023

($ thousands)

Insurance liabilities, beginning of year

Statement of financial performance
Insurance management
Insurance revenue
Insurance expense
Provision for future costs of current year claims
Current year claims and other expenses
Remeasurement of insurance liabilities
Reversal of onerous contracts
Insurance expense
Insurance management result
Insurance finance income and expense
Interest on insurance liabilities
Effect of changes in financial assumptions on insurance liabilities
Financial management result

Receipts and disbursements

Premiums received

Claims and other insurance expenses paid
Payments for current year injuries
Payments for prior years' injuries

Insurance liabilities, end of year

Reconciliation of insurance liabilities
As at December 31, 2022

($ thousands)

Insurance liabilities, beginning of year

Statement of financial performance
Insurance management
Insurance revenue
Insurance expense
Provision for future costs of current year claims
Currentyear claims and other expenses
Remeasurement of insurance liabilities
Reversal of onerous contracts
Insurance expense
Insurance management result
Insurance finance income and expense
Interest on insurance liabilities
Effect of changes in financial assumptions on insurance liabilities
Financial management result

Receipts and disbursements

Premiums received

Claims and other insurance expenses paid
Payments for current year injuries
Payments for prior years' injuries

Insurance liabilities, end of year

LRC excl loss LRC loss L|ab|I|‘ty‘ et L[abllltyfor
Notes remaining incurred 2023
component component .
coverage claims
$ (71,526) $ 242,800 % 171,274  $ 12,199,700 $ 12,370,974
13 (1,353,301) - (1,353,301) - (1,353,301)
13
- - - 1,282,400 1,282,400
- - - 314,077 314,077
- - - 938,081 938,081
- (26,100) (26,100) - (26,100)
- (26,100) (26,100) 2,534,558 2,508,458
(1,353,301) (26,100) (1,379,401) 2,534,558 1,155,157
15 - - - 532,400 532,400
15 - - - (196,200) (196,200)
- - - 336,200 336,200
(1,353,301) (26,100) (1,379,401) 2,870,758 1,491,357
1,369,085 - 1,369,085 - 1,369,085
- - - (314,077) (314,077)
- - - (1,343,281) (1,343,281)
1,369,085 - 1,369,085 (1,657,358) (288,273)
$ (55,742) $ 216,700 $ 160,958 $ 13,413,100 $ 13,574,058
Liability for Liability for
Notes LRC excl loss LRCloss remaining incurred 2022
component component X
coverage claims
$ (37,420) $ 360,200 $ 322,780 $ 13,576,500 $ 13,899,280
13 (1,195,526) - (1,195,526) - (1,195,526)
13
1,145,000 1,145,000
301,120 301,120
- - - 442,993 442,993
- (117,400) (117,400) - (117,400)
- (117,400) (117,400) 1,889,113 1,771,713
(1,195,526) (117,400) (1,312,926) 1,889,113 576,187
15 - - - 208,900 208,900
15 - - - (1,949,400) (1,949,400)
- - - (1,740,500) (1,740,500)
(1,195,526) (117,400) (1,312,926) 148,613 (1,164,313)
1,161,420 - 1,161,420 - 1,161,420
- - = (301,120) (301,120)
- - - (1,224,293) (1,224,293)
1,161,420 - 1,161,420 (1,525,413) (363,993)
$ (71,526) $ 242,800 % 171,274  $ 12,199,700 $ 12,370,974
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13. INSURANCE REVENUE AND EXPENSES

ACCOUNTING POLICY

Insurance premiums comprise only those rate components directly attributable to risk underwriting and
claims fulfilment. Premiums are assessed and due when employers report their assessable earnings for
the current year. For employers who have not reported, premiums are estimated and included in insurance
revenue.

Premium receipts are recorded in the LRC based on assessed premiums as a measurement proxy for

future service obligations. Non-insurance related premiums assessments are also levied to fund statutory
funding commitments. Insurance revenue is recognized in the Statement of Financial Performance and
Comprehensive Income based on the passage of time over the coverage period of the group of contracts. As
WCB provides insurance contract services it reduces the LRC and recognizes insurance revenue. The amount
of insurance revenue recognized depicts the transfer of promised services at an amount that reflects the
portion of consideration that WCB expects to be entitled to in exchange for those services. Insurance revenue
includes an accrual for estimated premiums for yet to be reported assessable earnings of the period.

Insurance expense is recognized in the Statement of Financial Performance and Comprehensive Income as
costs for current year claims are incurred and as exposures to long-latency workplace disease or injury agents
occur over time. Insurance expense comprises the following:

» Cost of current year claims comprising payments made on current year claims

* Provisions for future costs of current year claims, occupational disease exposures, and claims
management expenses

» Onerous contract losses recognized in insurance expense when fact and circumstances indicate
that the contract is onerous and future cash flows are expected to be a net outflow. The portion of
the expected loss related to future coverage, if any, is deferred as the loss component of the LRC. In
the subsequent period when the expected loss is realized as claim obligations are fulfilled, the loss
component is reversed as an offsetting credit to insurance expense

* Remeasurement of the liability for incurred claims resulting in gains and losses arising from
differences between actual and expected claims experience from the previous valuation, changes
in actuarial methods and assumptions, or changes in policy or legislation

PREMIUMS

Under the Act, premiums are assessable at the effective date of coverage, i.e., the beginning of the calendar
year. The assessed amount due is based on employers’ reported estimate of their annual or quarterly assessable
earnings. At the end of the period, premiums also include estimated assessments of $7,545.1 (2022 - $16,331.0)
for yet to be reported assessable earnings for the coverage period. The premium accrual is determined using a
statistical model to estimate the amount of unreported assessable earnings, based on actual returns processed
to date and historical patterns of processed to unprocessed returns and the ratio of estimated to actual payrolls
at a specified point in time. Any difference between estimated and assessed premiums is adjusted when final
assessable earnings are reported in the following period.
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Premium components
Assessments required to fund claim and administrative costs as well as statutory funding commitments for the
coverage period include the following premium components:

Safety rebates

Partnerships in injury reduction program (PIR), is a voluntary program that pays safety rebates to registered
employers that have met the eligibility requirements in achieving certain workplace safety targets as specified
under the program. Earned rebates are payable in the following year. The estimated rebate amount is based on
several factors, including premiums paid, year-over-year improvement in claim experience and safety performance
relative to industry benchmarks, among others. See Note 19(c) Safety rebates for supplemental information on the
Partnerships in Injury Reduction rebates.

Injury reduction recovery from premiums

In addition to insurance coverage, gross premiums include statutory funding for external organizations responsible
for workplace injury reduction (i.e., Occupational Health and Safety, industry safety associations). These non-
insurance assessments are segregated from insurance revenue because they are statutory levies to fund the
operating costs of those organizations. The assessed amounts and related expenses are presented on a net basis
under administration and other expense on the Statement of Financial Performance and Comprehensive Income.

Premiums for insurance coverage

Insurance premiums cover payments for current year claims for future costs of current year claims, and provisions
for future claims management expenses and long latency occupational injury and disease exposures. Funding of
operating costs under the Act (i.e., corporate administration) is also included. Premiums for insurance coverage
represents assessments net of non-insurance components.

See the table below for a breakdown of the premium components that insurance revenue is derived from.

Premium components

($ thousands) 2023 2022
Gross assessments $ 1,504,715 $ 1,340,317
Safety rebates (84,924) (78,739)

Net assessments 1,419,791 1,261,578
Other assessments 8,282 9,982
Deduct: Injury reduction recovery from premiums (74,772) (76,034)

Premiums for insurance coverage $ 1,353,301 $ 1,195,526

For a distribution of premiums by industry classification, see Concentration of Risk in Note 14 Insurance Risk and Risk
Management.

INSURANCE REVENUE

In applying the premium allocation approach, assessed insurance premiums recorded in the liability for remaining
coverage substantively represents deferred insurance revenue. WCB concluded that passage of time best represents
the pattern of earned revenue recognition because its exposure to risk does not change proportionately as liability is
released through incurrence and settlement of claims. Instead, insurance revenue is recognized through straight-line
release of the liability for remaining coverage as insurance service obligations are fulfilled evenly over the coverage
period. At the end of the coverage period, the liability for remaining coverage is adjusted to include all finalized
premiums and provisional assessments, with the final balance being fully amortized to insurance revenue.

For discussion of how insurance premiums are recognized in revenue, see the sections Changes in the liability for
remaining coverage under Explanation of recognized amounts in Note 12 Insurance Contracts, as well as the section
Reconciliation of insurance liabilities for details of how insurance premiums flow through the liability for remaining
coverage and subsequently released to insurance revenue.
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INSURANCE EXPENSE

Cost of current year claims
The table below provides details of the cost of current year claims reported in insurance expense:

Current Year  Prior Years' 2023 2022
($ thousands) Injuries Injuries Restated
Claims expense
Provision for future costs of current year injuries and exposures' $ 1,282,400 $ - $1,282,400 $ 1,145,000
Claim payments processed in the year
Short-term disability 120,868 322,131 442,999 410,146
Long-term disability 2,726 349,699 352,425 308,755
Survivor benefits 676 56,205 56,881 54,307
Health care 138,640 321,080 459,720 401,450
Re-employment services 2,766 168,529 171,295 177,818
Claim payments processed in the year 265,676 1,217,644 1,483,320 1,352,476
Claim payments related to prior years? - (1,343,281)  (1,343,281)  (1,224,293)
265,676 (125,637) 140,039 128,183
1,548,076 (125,637) 1,422,439 1,273,183
Claims management expense®
Claims-related administration 48,350 108,631 156,981 156,302
Appeals Commission 51 17,006 17,057 16,635
48,401 125,637 174,038 172,937
$ 1,596,477 $ - $1,596,477 $ 1,446,120

" Provision for future costs of current year injuries and exposures represents the present value of all future obligations for benefit payments arising
from currentyear injuries and occupational disease exposures.

2 Although claim payments relating to prior years injuries are processed in the reporting period, they are not expensed in the current year but are
charged to the liabilities established for prior accident years.

3 Claims management represents WCB’s internal functional costs related to claims processing as well as funding of the external decision review
body. See Note 16 Administration and Other Expense, for a breakdown by nature of expenses related to Claims-related administration.

Other insurance expense

Insurance expense also includes remeasurement of insurance liabilities (excluding discount rate changes) of
$938.1 million (2022 - $443.0 million) and the net change in onerous contracts losses of $26.1 million (2022 -
$117.4 million), comprising the loss recognized in the period of $216.7 million (2022 - $242.8 million) and reversal
of the loss of the prior period of $242.8 million (2022 — $360.2 million).

The rate setting deficiency for the 2024 premium year resulted in recognition of an onerous contract loss for the
period of $216.7 million (2022 - $242.8 million). With reversal of the prior year loss, the net change in the onerous
contract loss recognized in insurance expense for the period was a decrease of $26.1 million (2022 decrease of
$117.4 million).

Changes in the liability for incurred claims

A review conducted during fiscal 2023 supported an increase in the assumed long-term real interest rate to 2.66%
(2022 - 2.45%) per annum for this valuation, resulting in a decrease in the liability of $196.2 million. See the section
Measurement methods and assumptions in Note 12 Insurance Contracts for discussion of the rate methodology and
the respective rate curves.

The effect of the change in financial assumptions, primarily inflation and discount rates, is presented separately
from other remeasurement changes.

In 2023, there were several changes made to the actuarial assumptions and methods for December 31, 2023
valuation versus those used for the previous valuation. For December 31, 2023 valuation, updates were made to
the assumptions used to value liabilities for personal care allowance, outstanding economic loss payments and
outstanding non-economic loss payments. These changes to actuarial basis caused liabilities for incurred claims
toincrease by $305.0 million.
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For 2023, experience losses on prior year’s claims and exposures amounted to $633.1 million. This increase was
primarily driven by higher-than-expected new economic loss payment awards in 2023, along with higher claim

costs from short-term wage loss benefits.

There were no changes in legislation or policy effective in 2023 that impacted the valuation of insurance liabilities.

The table below provides details of the remeasurement changes in the LIC along with their corresponding
presentation in the Statement of Financial Performance and Comprehensive Income for the reporting period.

Remeasurement (gains) losses

($ thousands)

Increase in real discount rate from prior period

Remeasurement of insurance liabilities (excluding discount rate changes)
Changes in valuation methods and assumptions
Personal care allowances
Economic loss payments
Non-economic loss payments
Claims management

Changes in claims experience
Economic loss payments higher than expected
Short-term wage loss benefits higher than expected
Re-employment benefits higher than expected
Other experience losses (gains)

Remeasurement of insurance liabilities (excluding discount rate changes)
Presented in the statement of financial performance as:

Effect of discount rate changes on liabilities
Remeasurement of insurance liabilities (excluding discount rate changes)

2022

zoze Restated
$  (196,200) $ (1,949,400)
284,200 -
50,300 -
(29,500) -
= (65,100)
305,000 (65,100)
505,900 135,100
121,400 129,300

= 116,600

5,781 127,093
633,081 508,093
938,081 442,993
(196,200) (1,949,400)
938,081 442,993
$ 741,881 $ (1,506,407)
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14. INSURANCE RISK AND RISK MANAGEMENT

Nature and extent of insurance risks

Insurance risk encompasses the possible occurrence of insured events, the unpredictability of related claims
development and the amount of the ultimate loss. Insured events are inherently random, with the actual number
of claims and benefits varying from the estimated timing, volume, severity, and duration of those claims, among
other factors. Consequently, these factors result in high measurement uncertainty in establishing liabilities for
incurred claims and for sufficient pricing of coverage. For a portfolio of insurance contracts, the principal actuarial
risk is that actual experience will emerge differently than expected, leading to losses exceeding the carrying
amountin the liabilities.

Insurance risk for public workers compensation systems differs materially from underwriting risk in competitive
commercial markets. Unlike commercial policies with clearly specified insured risks and liability limits, risks for
these insurance programs arise from broad principles-based rights and obligations established by legislation,
regulations, and tribunal decisions, as well as from WCB’s interpretation and application of legislated objectives.
From time to time, amendments to WCB legislation may also substantively redefine the scope, nature, and
magnitude of statutory rights and obligations, significantly increasing the complexity and uncertainty in revenue
and liability measurement.

Concentration of risk

W(CB is exposed to concentration risk because it operates exclusively in Alberta, which precludes broad
diversification of insurance risk across geographic regions, industries, and populations. WCB’s insurance
risk exposures are highly concentrated in the construction and public sectors, with associated exposures to
seasonality and economic cyclicality, and large covered worker populations.

The table below shows WCB’s economic exposure to insurance contract risk by industry sector, using current year
assessed premiums as an indicator of sectoral risk concentration:

Risk concentration by sector

Year ended December 31, 2023 Current year assessed premiums

($ thousands) 2023 % of total 2022 % of total

Sector classification
Agriculture $ 28,997 1.9% $ 27,349 2.0%
Business Services 115,720 7.7% 102,334 7.6%
Construction 376,981 25.1% 358,543 26.8%
Manufacturing 147,867 9.8% 136,052 10.2%
Mining, Oil and Gas 112,069 7.5% 100,171 7.5%
Municipalities, Education, Health 308,807 20.5% 259,078 19.3%
Provincial Government 25,223 1.7% 19,053 1.4%
Trade 202,004 13.4% 182,425 13.6%
Transportation 186,883 12.4% 163,989 12.2%
Other 164 0.0% (8,677) -0.6%

$ 1,504,715 100.0% $ 1,340,317 100.0%

Sensitivity of material assumptions

In determining insurance liabilities, the primary material assumptions are assumptions on escalation rates

and nominal discount rates. The general inflation assumption impacts all future cash flow estimates, given its
correlation to wage growth, and health care escalation rates. Wage growth assumption is used to value insurance
liabilities for benefits such as re-employment services and personal care and housekeeping allowances. Health
care escalation assumption affects the insurance liabilities for health care benefits. Mortality and longevity are
also significant assumptions, but it is difficult to isolate the impact and therefore, sensitivity disclosure has not
been provided.
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Methodologies for quantifying sensitivities

W(CB establishes assumptions on the discount rates and general inflation rates for all future years based on market
data as at the valuation date. Assumptions on wage growth and health care escalation are set by adding 1.0% and
1.5% respectively to the general inflation assumption.

Sensitivity analyses are prepared by replacing the assumption in a valuation model with a test assumption while
holding all others constant. The difference between the two outputs represents the hypothetical effect of the
change in assumptions on specific results.

The following sensitivity analyses show the impacts on key results for reasonably possible movements in the
specified material assumptions:

Effects of assumption changes on key results

2023 2022
Single Single
($ millions) equivalent Fund Balance equivalent Fund Balance
rate rate
+1.00% -1.00% +1.00% -1.00%

Economic assumptions
General inflation' 2.04% (2,0185)% 1,6159 2.42% $ (1,865.4)$ 1,493.7
Real wage growth? 1.00% $ (826.0) % 631.8 1.00% $ (729.1)% 560.6
Real health care escalation® 1.50% $ (275.3) $ 220.3  1.50% $ (280.0) % 2229
Financial assumptions
Nominal discount rate*® 475% $ 1,552.7 $ (1,965.0) 4.93% $ 1,4409 $ (1,823.8)

+

" General inflation is the core indicator underlying all economic assumptions.

2 Real wage growth represents growth in excess of general inflation.

 Real health care escalation represents escalation in excess of general inflation.

4Nominal discount rate comprises risk-free bond yield curve adjusted by an illiquidity factor for all tenors.

> Note 7 Investment Risk Management discusses interest rate risk on fixed income pooled fund investments. After considering these investments,
the netimpact to fund balance of a +1.00% change in interest rates is an increase of $1,218.5 million and a -1.00% change in interest rates is a
decrease of $1,630.8 million.
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CLAIMS DEVELOPMENT

The table that follows presents the development of the estimated ultimate cost of claims and related claim
payments for accident years 2014 - 2023. The top part of the table illustrates how the estimate of total cash flows
for each accident year has changed with increased experience over successive valuations. The shaded claims
triangle shows the estimated cost of claims for an accident year in the year of the accident, one year after the year
of the accident, two years after the year of the accident, etc., and compares the total estimated cost to the actual
cumulative payments over the development period. Due to the decades-long duration of certain WCB benefit
types, significant amounts may be paid out in the distant future beyond the valuation date. The bottom part of the
table reconciles the total outstanding benefits amount, including provisions that do not require payments, to the
discounted amount reported in the Statement of Financial Position.

Claims Development'
asat December 31,2023

($ millions) Prior years 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Total

Estimate of cumulative claims benefits

Atend of accident year 1,438.2 14213 1,323.9 1,471.6 1,7145 1,952.8 1,842.3 1,928.5 2,1744 2,455.4

One year later 1,4143 1,353.1 1,427.1 1,644.2 1,819.2 1,924.4 1,878.7 2,037.4 2,397.9

Two years later 1,407.1 1,516.5 1,550.3 1,781.5 1,822.9 2,001.9 2,009.4 2,2482

Three years later 1,538.0 1,648.0 1,632.2 1,762.9 1,919.1 2,151.4 2,297.4

Four years later 1,663.0 1,719.7 1,590.4 1,831.6 2,088.1 2,432.1

Five years later 1,709.5 1,660.2 1,606.0 1,944.5 2,340.6

Six years later 1,646.8 1,700.2 1,685.1 2,092.3

Seven years later 1,648.9 1,739.8 1,791.6

Eightyears later 1,727.4 1,840.1

Nine years later 1,800.6
Current estimate of cumulative claims benefits 1,800.6 1,840.1 1,791.6 2,092.3 2,340.6 24321 2,297.4 2,2482 2,397.9 2,455.4
Cumulative payments (720.7) (696.2) (665.4) (783.1) (869.8) (854.8) (716.0) (624.2) (516.4) (265.7)

Outstanding benefits

Undiscounted $ 95149 § 10799 $ 1,439 § 11262 § 13092 §$ 14708 $ 15773 § 15814 § 16240 $ 18815 $§ 21897 § 24,4988
Effect of discounting (4,965.3) (609.4) (657.8) (640.6) (730.6) (813.0) (850.7) (833.7) (823.2) (933.9) (1,007.7)  (12,865.9)
4,549.6 470.5 486.1 485.6 578.6 657.8 726.6 7417 800.8 947.6 1,182.0 11,632.9
Claims management
Undiscounted 1,401.3
Effect of discounting (636.5)
764.8
Latent occupational diseases
Undiscounted 2,894.4
Effect of discounting (1,879.0)
1,015.4
Total claim benefits
Undiscounted 28,7945
Effect of discounting (15,381.4)
Liability for incurred claims $13,413.1

' Claims management and latent occupational diseases are excluded from the claims development triangles because they are provisions only
without direct cash flows.

Risk management

Effective management of insurance risk is critical to sustaining WCB'’s fiscal capacity over the long term, through
activities such as identifying, evaluating, and implementing proactive loss control, trend monitoring, and
mitigation strategies. The following discussions cover the major functional areas of focus in insurance related risk
management.

Insurance risk

To minimize the risks of complex claim resolution and resulting cost escalation, WCB implemented a claimant-
centric and multi-disciplinary, technology supported case management process aligned with WCB’s statutory
mandate and service commitments. This integrated process relies on proven business practices to ensure that
claims are accepted and processed in a timely manner to accomplish effective return-to-work outcomes. Effective
claims management is a function of ongoing review of current and historical claims performance, predictive data
analytics to help monitor claims experience, proactive interventions in high-risk claims, and planning for future
enhancements in claims processing.
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Solvency risk

WCB'’s asset liability management (ALM) framework that drives execution of funding policy is designed to
safeguard financial sustainability of the Accident Fund over the long run. The primary objective of ALM is to ensure
that the compensation system is fully funded while meeting investment return targets at a prudent level of risk.
This is achieved by positioning the investment portfolio to deliver sustainable returns, liquidity, and diversification
over a wide range of asset classes, capital markets and risk profiles. Targets are established through frequent ALM
studies that model a broad and diverse set of scenarios for both macroeconomic conditions and WCB-specific
business and funding strategies. ALM outputs enable investment management to align the maturity and risk
characteristics of future cash flows for both assets and liabilities, as well as critical insights and recommendations
for funding strategy and its execution. The intent is not to perfectly match asset and liability cash flows but to
facilitate an integrated approach in making investment and funding decisions.

Maturity analysis of liability cash flows

The following table summarizes the maturity profile of WCB’s insurance liabilities as at December 31, based

on the future cash flows expected to be paid out in the periods presented. Because a significant amount of
WCB'’s investments is held in pooled funds that are reasonably liquid, a maturity analysis for financial assets
corresponding to the maturity profile of insurance liabilities is not required because those assets do not directly
service the liabilities. Moreover, investment cash flows are not meaningfully comparable to liability cash flows
because of the mismatch between their respective holding objectives and risk characteristics.

Maturity analysis of insurance liabilities

Total future
. Upto1 6 yearsand X
($ millions) 2 years 3years 4years 5years claim
year beyond
payments

2023

Estimated future cash flows (undiscounted) $ 13421 $ 10528 $ 938.1 $ 8583 $ 801.8 $ 23,801.4 $ 287945
4.7% 3.7% 3.3% 3.0% 2.8% 82.7% 100.0%

2022

Estimated future cash flows (undiscounted) $ 12357 $ 926.1 $ 808.3 $ 7358 $ 694.5 $ 23,469.0 $ 27,869.4
4.4% 3.3% 2.9% 2.6% 2.5% 84.2% 100.0%

Investment and financial risk

Other than the time value of money reflected in estimates of future cash flows, WCB has no direct exposure to
financial risk from insurance contracts because those cash flows are not contractually linked to an underlying pool
of financial assets exposed to market risks. WCB’s exposure to financial risk arising from its investment portfolio

is indirect because it holds pooled funds exclusively. WCB’s overall investment risk is professionally managed by
AIMCo within a robust investment management framework closely aligned with WCB’s investment policy and
guidelines.

See Note 7 Investment Risk Management for details of financial risk exposures and investment portfolio related risk
management.

Credit risk

Premiums receivable from employers have credit risk, which vary based on employer-specific factors, industry
conditions, and macroeconomic or other factors. Their credit risk is largely subject to the economic circumstances
they face and general economic conditions of the province.

Credit risk associated with premium receivables related to employers is mitigated through risk management
policies and procedures, which include close monitoring of premium payment status and follow-up measures with
the employer. Premiums receivable are written off when there is no reasonable expectation of recovery. However,
WCB continues to pursue enforcement activity to collect the amounts due.
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15. INSURANCE FINANCE INCOME AND EXPENSE

ACCOUNTING POLICY

Time value of money is incorporated into measurement of future cash flows by discounting them to their
present value.

Insurance finance income and expense represents the incremental return or cost for holding an insurance
asset or liability for a specified period.

Interest (or accretion) expense arises from unwinding or reversing the effects of discounting a future liability.
The expense, which represents the amount applicable to the current period to increase the discounted
liability to its future value at the end of the period, is recorded in insurance finance income and expense.

The effect of changes in financial assumptions arising from remeasurement of an insurance asset or liability is
also recorded in insurance finance income and expense in the period that such remeasurement occurs.

Investment returns and insurance finance income and expense

The Act mandates that the Accident Fund hold sufficient assets to fund future payments of all claim obligations
but does not explicitly specify a contractual linkage to the cash flows of the investment portfolio. Consequently,
there is no direct relationship between investment returns and insurance finance income and expense because
investment cash flows are not used for contract measurement. Although investment returns directly fund the
payment of claims, the underlying measurement impacts arising from financial risks are within the scope of IFRS 9
rather than IFRS 17.

Insurance finance income and expense

Insurance interest for the period of $532.4 million (2022 - $208.9 million) is determined by applying the nominal
discount rate of 5.08% (2022 - 1.61%), representing the year 1 rate from the prior year discount rate curve applied
to the average liability for incurred claims over the coverage period.

Changes in financial assumptions

The primary drivers of changes in financial assumptions are macroeconomic conditions directly affecting yields
on debt securities on which the discount rate curve for liability measurement is based. The effect of remeasuring
future cash flows in the current period using the 2023 rate curve was a $196.2 million gain (2022 - $1,949.4 million
gain), reflecting a change in the single equivalent real discount rate from 2.45% in 2022 to 2.66% in 2023.

For further details on the discount rate curve used to discount insurance liabilities see section Real discount rates in
Note 12 Insurance Contracts.
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16. ADMINISTRATION AND OTHER EXPENSE

Administration
WCB'’s total administration expenses are classified into two major groups based on their primary business
functions:

Claims-related administration

This group is responsible for insurance operations including adjudicating claims, processing benefit payments,
providing rehabilitation and re-employment services and other administrative functions related to claims
management. Since these costs are directly attributable to claims fulfilment, the current year amounts are
included in insurance expense. Future cash flows for claims administration arising from current year claims are
included in the provision for future costs of current year injuries and exposures.

Corporate administration
This group is responsible for general and support services for the organization, including finance, human
resources, legal, technology and executive management.

Funding of operating costs

In addition to the fully funded cost of expected claims and claims management for the period, legislation permits
WCB to assess premiums to cover the all-inclusive operating costs of the Accident Fund, primarily claim and
corporate administration. These operating requirements are incorporated into premium rates.

The table below presents administration expenses broken down by nature of expense and functional purpose:

($ thousands) Claims-related  Corporate 2023 2022
administration  administration
Administration expenses
Salaries and employee benefits $ 169,894 $ 66,134 $ 236,028 $ 237,200
Technology 14,224 11,515 25,739 21,123
Office 1,010 2,611 3,621 3,538
Occupancy 5,616 3,000 8,616 7,769
Professional fees 3,290 1,725 5,015 5,703
Other 949 1,470 2,419 1,777
194,983 86,455 281,438 277,110
Depreciation and amortization 13,717 10,011 23,728 23,357
208,700 96,466 305,166 300,467
Less
Recovery of costs from third parties 12,032 42 12,074 12,172
Reclassifications
Claims expense - re-employment services 39,687 - 39,687 38,626
Investment management expense' - 1,290 1,290 1,577
51,719 1,332 53,051 52,375

$ 156,981 $ 95,134 $ 252,115 $ 248,092

! Internal administration costs charged to investment management expense.
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17. RELATED PARTY TRANSACTIONS

GOVERNMENT OF ALBERTA AND RELATED ENTITIES

WCB has transactions with various Alberta Crown corporations, departments, agencies, boards, educational
institutions and commissions in the ordinary course of operations. Such transactions include premiums from

the organizations and certain funding obligations relating to Occupational Health and Safety and the Appeals
Commission that are in accordance with the applicable legislation and/or regulations. WCB is related to these
entities by virtue of common influence by the Government of Alberta and as a government-related entity, WCB is
not required to disclose these transactions under the exemption in IAS 24 Related Party Disclosures. Transactions
with AIMCo as the exclusive manager for WCB'’s investment portfolio, which include management fees and
other expenses as well as investment commitments for certain pooled funds, may not be consistent with usual
commercial practice for similar services and vehicles. Because they are significant, investment management fees
and expenses are shown separately on the Statement of Financial Performance and Comprehensive Income and
disclosed in Note 6 Investment Income and Expense, with funding commitments disclosed in Note 5 Investments.

KEY MANAGEMENT COMPENSATION

Key management personnel of WCB, comprising the Board of Directors and the executive and their close family
members, are also related parties in accordance with IAS 24. As at the reporting date, there were no business
relationships, outstanding amounts or transactions other than compensation, between WCB and its key
management personnel.

The tables below present total compensation of the board members and executive of WCB.

2023

($ thousands) Base Salary' OI;Z:refi:sszh ’\Eliz:_ecﬁiz? SERP* Total

Chair, Board of Directors® $ -3 40 $ 1 3 - 3 41
Board Members® - 78 1 - 89
President and Chief Executive Officer 402 37 41 64 544
Chief Financial Officer 382 13 42 64 501
Chief Technology Officer 297 6 60 20 383
Secretary and General Counsel 241 6 45 17 309
Senior Vice President, Operations & Innovation 382 6 42 76 506
Vice President, Employee and Corporate Services 300 6 46 41 393
Vice President, Millard Health and Special Care Services 241 6 39 18 304

2022

Chair, Board of Directors $ - 3 42 % 5 3 - $ 47
Board Members - 83 10 - 93
President and Chief Executive Officer 368 21 40 78 507
Chief Financial Officer 360 6 42 85 493
Chief Technology Officer 270 6 39 11 326
Secretary and General Counsel 219 6 44 23 292
Senior Vice President, Operations & Innovation 373 7 43 98 521
Vice President, Employee and Corporate Services 292 8 46 55 401
Vice President, Millard Health and Special Care Services 219 6 39 25 289

'Base salary is pensionable base pay.

2 Other cash benefits for Board Members comprise honoraria pay for meetings attended, while other cash benefits for other key management
includes car allowances and vacation payouts.

* Non-cash benefits include employer's share of all employee benefits and payments made to, or on behalf of, employees including statutory
contributions, pension plans, extended health care benefits, group life insurance and professional memberships.

4SERP represents employer's current service cost for benefits accrued under a supplemental executive retirement plan. See Note 11 Employee
Benefits for details of the plan, and the following table for the costs and obligations related to each named key management position.

°The Chair of the Board of Directors and the Board Members are part-time positions.
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18.

SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN

2023 2022

Current

Service ((Zjot:tirz Net Cost O)r;i(;r:;gn Net Cost Oﬂtjicgr:‘ggn
($ thousands) Cost'
President and Chief Executive Officer $ 64 $ 49 $ 13  §$ 358 §$ 23 3 245
Chief Financial Officer 64 172 236 1,323 (290) 1,087
Chief Technology Officer 20 83 103 170 42 67
Secretary and General Counsel 17 21 38 146 (19) 108
Senior Vice President, Operations & Innovation 76 133 209 1,650 (361) 1,441
Vice President, Employee and Corporate Services 41 45 86 862 (227) 776
Vice President, Millard Health and Special Care Services 18 19 37 123 9) 86

! Current service cost represents the actuarial present value of future benefit obligations arising from employee service in the current period.

2 Other costs include interest on the liability and actuarial gains and losses arising from assumption changes and/or experience, less any benefit
payments.

CONTINGENCIES AND INDEMNIFICATION

LEGAL PROCEEDINGS

WCB is party to various claims and lawsuits, related to the normal course of business, that are currently being
contested. Based on the total amount of all such actions, WCB has concluded that the outcomes will not have a
material effect on the results of operations or financial position.

INDEMNIFICATION AGREEMENTS

In the normal course of operations, WCB enters into contractual agreements that contain standard contract
terms that indemnify certain parties against loss. The terms of these indemnification clauses will vary based
upon the contract, and/or the occurrence of contingent or future events, the nature of which prevents WCB from
making a reasonable estimate of the potential amount that may be payable to those contractual parties. Such
indemnifications are not significant, nor has WCB made any payments or accrued any amounts in the financial
statements in respect of these indemnifications.
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19. SUPPLEMENTAL INFORMATION

(@) Cashand cash equivalents
See Note 5 Investments for details of the reclassification of money market holdings as a short-term investment.

Cash held in bank accounts for operational cash needs generated an average annual return of 5.3% (2022 - 2.4%).

(b) Trade and other liabilities

($ thousands) Trade Other 2023 2022
Trade payables $ 45514 % - $ 45514  $ 38,636
Lease obligations - Note 10 - 7,703 7,703 8,861
Other liabilities - 9,418 9,418 8,697
45,514 17,121 62,635 56,194
Current portion 44,718 2,390 47,108 41,134
Non-current portion 796 14,731 15,527 15,060
$ 45,514 $ 17,121 $ 62,635 $ 56,194

(c) Safety Rebates

($ thousands) 2023 2022
Safety rebates payable, beginning of year $ 80,999 $ 74,728
Payment of prior years' rebates (77,156) (70,489)
3,843 4,239
Adjustment of prior years' accruals (2,771) (1,979)
Outstanding balance from prior years 1,072 2,260
Rebates for the year 84,924 78,739
Safety rebates payable, end of year $ 85,996 $ 80,999

(d) Injury Reduction

($ thousands) 2023 2022
Injury reduction recovery from premiums $ 74,772 $ 76,034
Occupational Health and Safety (43,395) (40,427)
Industry sponsored safety associations (25,974) (21,883)
(69,369) (62,310)
Injury reduction $ 5403 $ 13,724
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2023 summary of claims administered

2023 2022

Active claims as of January 1 52,786 47,404
New lost-time claims 29,217 37,814
All other new claims 98,849 97,710
Total new claims reported 128,066 135,524
Recurrent claims' 10,137 10,121

138,203 145,645

Total claims administered 190,989 193,049

! Previously inactive claims that required further adjudication or case management. Claims may reopen for a number of reasons, such as payments for

medical aid or requests for further compensation benefits.

NON-ELIGIBLE CLAIMS 2023 2022
Ineligible claims as a percent of total new claims reported 9.7% 9.6%
Reasons for ineligibility
Injury or illness not arising out of/in course of employment 51.5% 56.6%
Not covered under Workers' Compensation Act 17.5% 18.5%
Insufficient information available to process claim 31.0% 24.9%
New claims by nature of injury
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2023 year at a glance

2023 2022
Number of workers covered 2,000,973 1,900,781
Registered employers 157,474 156,590
Lost-time claim rate (per 100 workers)' 1.5 2.0
Disabling-injury rate (per 100 workers)' 2.5 3.1
New claims reported 128,066 135,524
Lost-time claims' 30,100 38,800
Fatality claims accepted 165 161
Ineligible claims (% of all new claims) 9.7% 9.6%
New requests for review to the DRDRB 3,164 2,468
Return to work with accident employer 93.1% 92.1%
Return to work with new employer 1.6% 1.6%
Return to work overall 94.7% 93.7%
Estimated average claim duration (TTD days) 65.1 62.6
Cost-of-living adjustment on long-term benefits 5.48% 1.83%
New non-economic loss and permanent disability awards 2,606 2,889
New economic loss awards 1,864 1,075
Average collected premium rate (per $100 of assessable earnings) $1.24 $1.18
Funded ratio (per cent funded) 107.3% 108.1%
Public Interest Disclosure (Whistleblower Protection) Act disclosures 0 0

"Lost-time claims and the lost-time claim and disabling-injury rates are projected. This approach is taken to ensure claims for accidents occurring in 2023
but not reported by year-end are considered.
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