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Reviews/Appeals Upheld and Overturned 
Importance
WCB employees make hundreds of decisions on compensation, rehabilitation, and assessment matters every 
working day. In 2006, 3,290 claims went through the adjudication process, and 3,649 employers were 
assessed. The underlying goal is to arrive at the “right” decision by weighing evidence in a consistent manner 
and ensuring compliance with the Workers’ Compensation Acts and WCB policy.  

The vast majority of decisions made by the WCB are accepted by all parties; however, workers and employers 
have the right to appeal any decision the WCB has made. There are two levels of appeal available to workers 
and employers. The fi rst level is the WCB Review Committee, which operates internally. The second level is the 
external Appeals Tribunal, which is independent from the WCB.

Both the Review Committee and the Appeals Tribunal are important parts of the adjudication process. Their 
fi ndings provide an indicator of the overall quality of WCB decisions, and may highlight the need for policy 
review, employee training, and/or improved stakeholder communication

The WCB tracks the number of reviews and appeals upheld or overturned at each level. (Some outcomes will 
“vary,” as the review or appeal may involve more than one issue with differing outcomes.)

Setting Targets
In 2006, the Governance Council directed the WCB to collect baseline data on the number of reviews and 
appeals upheld or overturned. This data will be used to set future targets. 

While an overall review or appeal rate of zero would be ideal, that objective is not practical based on 
the current realities of staffi ng, claim complexity, and claim volume. Therefore, a practical range for upheld 
and overturned decisions will be established. The target will take into account that outcomes of reviews and 
appeals may be decided differently by virtue of new information or a reweighing of existing information, which 
is part of the process and not necessarily indicative of erroneous decision making.

Performance Highlights
In 2006, the Review Committee received 96 requests for review and completed 92. Of the 92 reviews 
completed, 73 (79%) upheld the original decision, 15 (16%) reversed the decision, and 4 varied in outcome. 
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The Appeals Tribunal received 19 appeals and heard 12 appeals in 2006. Of the 12 appeals completed, 8 
(67%) upheld the original decision, and 4 (33%) reversed the decision. 

Delays can be attributed to external factors, including: the availability of the part-time tribunal members 
appointed by the Minister, scheduling confl icts with appellants, and delays in receiving additional medical 
opinions. The Appeals Tribunal is committed to resolving appeals in a timely manner. All appeals are heard in 
the order they are received, and hearings are scheduled as soon as possible.

Looking Ahead to 2007
In 2007, the Appeals Tribunal will be moving to a new location, separate from WCB headquarters in 
Yellowknife. 
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Policy Review Reporting
Importance
This performance measure stems from our goal – Modern, effective, and comprehensive legislation and 
related policies. The northern work environment is continually changing and, like other organizations, the 
WCB must be effi cient and adaptive. The Governance Council shows its commitment to this goal through the 
approval of the Comprehensive Policy Review Plan, which sets out the WCB’s schedule of policy review. The 
Comprehensive Policy Review Plan ensures that policies: 

• are reviewed at least every three years; 

• are compliant with legislation and regulations; and 

• refl ect current knowledge and practice.

This ensures that our policies and practices remain up-to-date and maintain their effectiveness. 

Setting Targets
WCB policy review reporting summarizes which policies have been revised, drafted, and/or approved 
within the reporting period. The Comprehensive Policy Review Plan provides the framework of WCB policies, 
directives, and other policy related documents requiring review and/or consultation, and sets out the proposed 
schedule for the following three years. The current review schedule spans from 2006 to 2008. 

Performance Highlights
In 2006, the Governance Council approved the development and/or revisions to fi ve WCB policies: three 
related to the provision of vocational rehabilitation services; one outlining services provided for severely injured 
workers; and one dealing with coverage for workers in remote camps. In addition, two directives related 
to Governance Council travel and remuneration were revised and approved. The Northwest Territories and 
Nunavut Permanent Impairment Rating Guide was also revised to refl ect current medical practice related to 
hearing loss. An index was created and implemented for the WCB Policy Manual. Research and development 
began on three policies outlining the new Safe Advantage program, which will be implemented in 2008.

The WCB also began its pilot phase of the external consultation model adopted in late 2005. Consultation on 
two issues, vocational rehabilitation and pain disorders, were undertaken and completed in 2006. 

Programs and Strategies
All WCB policies are reviewed according to the priority set by the Governance Council. Priority is determined 
by the policy’s relative importance to the WCB and the urgency to its operations. The Governance Council 
reviews the Comprehensive Policy Review Plan bi-annually, setting its priorities for the coming three years. 
These priorities may be revised as required throughout the scheduled period. 

Policies that are new, require updating or substantive changes, are consequences of legislative amendment, 
and/or have high importance with stakeholders will achieve higher priority. To ensure cohesive application 
and consistency, policies with the same or similar subject areas are grouped and reviewed together.
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On the Horizon
Proposed Phase II Legislative Amendments were completed in 2006. The WCB expects these amendments 
will be passed by both the Northwest Territories and Nunavut Legislative Assemblies in June 2007, with full 
implementation of the new Workers’ Compensation Acts in 2008. Policy revisions required to support these 
legislative amendments will be the primary focus of the Comprehensive Policy Review Plan upon approval. 

The WCB will continue to enhance its external consultation process in 2007, with further consultations planned 
on services provided to workers with severe injuries and policies supporting the new Safe Advantage program, 
which will be implemented in 2008. 
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Consultation Strategy
Importance
In its June 2006 performance audit report, the Offi ce of the Auditor General of Canada (OAG) recommended 
the WCB Governance Council monitor its newly adopted approach to consultation and regularly seek input 
from its stakeholders on controversial issues and ongoing policy development. 

Consultation ensures stakeholders have an opportunity to infl uence the content of policies prior to decisions 
being fi nalized. Consultation also allows for public opinions, concerns, and/or questions to be addressed, 
leading to improved relationships and communications between the WCB and its stakeholders. This contributes 
to the development of an accountability structure which is open and transparent. 

Setting Targets
Although the consultation strategy/model is an integral part of the Comprehensive Policy Review Plan, not all 
policies under this plan will require public/stakeholder consultation. An annual Governance Council approval 
process will identify those policies and issues requiring consultation. The adoption of this strategy/model will 
ensure consultation is sought when required and used to benefi t stakeholders, and the WCB, when developing 
policy.

Performance Highlights
In November 2005, the Governance Council approved Policy 00.07 – Consultation, and directed WCB 
Administration, to commence the pilot phase of the external consultation strategy/model using four Vocational 
Rehabilitation Policies. 

Under this model, WCB’s external consultation process involves the following steps:

• stakeholder identifi cation and confi rmation;

• initial contact and a development of contact database;

• development of a framework of issues/questions requiring consultation;.

• stakeholder contact, including framework distribution;

• follow-up to ensure stakeholder understanding;

• evaluation of stakeholder responses for inclusion in proposed revisions to policy;

• WCB response to stakeholder participants outlining areas of agreement, providing clarifi cation (if 
required) , and/or outlining current practices; and

• distribution of draft new/revised policies to the participating stakeholders. 

Consultation, on the issue of pain disorders, was also undertaken and completed in 2006. 

Programs and Strategies
During its pilot phase, the WCB identifi ed several factors that would improve the outcome of future 
consultations.  The WCB continues to be dedicated to the ongoing refi nement of the consultation process to 
ensure greater communication, participation, and transparency. 



On the Horizon
The WCB will continue to enhance its external consultation process in 2007, with further consultations planned 
on services provided to workers with severe injuries and the policies to support the new Safe Advantage 
program, which will be implemented in 2008. 

Further issues requiring external stakeholder consultation in 2008 will be identifi ed by the Governance Council 
as part of its bi-annual review of the Comprehensive Policy Review Plan. 

 

28



WORKERS’ COMPENSATION BOARD

NORTHWEST TERRITORIES & NUNAVUT

FINANCIAL STATEMENTS
DECEMBER 31, 2006

 

29



30

MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL 
REPORTING
The accompanying fi nancial statements of the Workers’ Compensation Board and all information in this 
annual report are the responsibility of the Board’s management and have been reviewed and approved by the 
Governance Council. The fi nancial statements have been prepared in accordance with Canadian generally 
accepted accounting principles and include some amounts, such as the benefi ts liability, that are necessarily 
based on management’s best estimates and judgment. Financial information contained elsewhere in the annual 
report is consistent with that contained in the fi nancial statements.

In discharging its responsibilities for the integrity and fairness of the fi nancial statements, management 
maintains fi nancial and management control systems and practices designed to provide reasonable assurance 
that transactions are authorized and in accordance with the specifi ed legislation, assets are safeguarded, and 
proper records are maintained. 

The Governance Council is responsible for ensuring that management fulfi lls its responsibilities for fi nancial 
reporting and internal control. The Governance Council exercises this responsibility and is composed of 
Directors who are not employees of the Workers’ Compensation Board. The Governance Council meets with 
management and the external auditors on a regular basis. The external auditors have full and free access to 
the Governance Council.

The Auditor General of Canada annually provides an independent, objective audit of the fi nancial statements 
for the purpose of expressing her opinion on these fi nancial statements. She also considers whether the 
transactions that come to her notice in the course of this audit are, in all material respects, in accordance with 
the specifi ed legislation.

Morneau Sobeco, an independent fi rm of consulting actuaries, has been engaged to perform an actuarial 
valuation and provide an opinion on the adequacy and appropriateness of the benefi ts liability of the Workers’ 
Compensation Board. 

       

John Doyle,       Jeffrey Dalley,
Interim President        Corporate Comptroller

May 4, 2007
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BALANCE SHEET

As at December 31, 2006 (in thousands of dollars)     
    2006  2005
    $ $

     Restated
     (Note 3)

ASSETS

Cash and cash equivalents (Note 4)    3,900 8,173

Assessments receivable    4,972 3,789

Other receivables and prepaid expenses    230 1,593

Fixed income investments (Note 5a)     129,759 114,684

Equity investments (Note 5b)    196,579 160,091

Buildings and equipment (Note 6)    6,877 6,558

    342,317 294,888

LIABILITIES AND RESERVES

Liabilities

Accounts payable and accrued liabilities    2,060 1,342

Assessments refundable    537 357

Benefi ts liability (Note 7)    218,957 206,544

Deferred proceeds from Giant Mine litigation (Note 11a)   15,932 -

Employee future benefi ts (Note 8b)    977 857

    238,463 209,100

RESERVES (Note 9)

Operating reserve    11,951 15,074

Investment fl uctuation reserve    33,488 22,286

Rate stability reserve    38,000 28,000

Safety reserve    165 178

Catastrophe reserve    20,250 20,250

    103,854 85,788

    342,317 294,888

Commitments (Note 10)
Contingencies (Note 11)

The accompanying notes form an integral part of these fi nancial statements

Approved by the Governance Council:

Denny Rodgers

Chairperson, Governance Council
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STATEMENT OF OPERATIONS AND OTHER COMPREHENSIVE 
INCOME

For the year ended December 31, 2006 (in thousands of dollars)
    2006 2005
    $ $

     Restated 
     (Note 3)

REVENUE

Assessments    36,651 34,129

Investments

Interest and dividends    13,742 11,581

Investment gains – net (Note 5c)    21,874 16,986

Investment fees    (1,145) (1,026)

    71,122 61,670

EXPENSES

Claims costs

Claims costs, current year (Note 7)    29,197 25,729

Claims costs, prior years (Note 7)    8,202 (5,778)

Claim costs, prior years’ cost of living payments   151 -

Recoveries for hunters and trappers (Note 13)    (873) (904)

Third party legal claim recoveries (Note11)    (51) (1,628)

    36,626 17,419

Administration and general expenses (Note 12)    16,430 15,675

    53,056 33,094

NET INCOME FROM OPERATIONS    18,066 28,576

Other comprehensive income - -

NET INCOME FROM OPERATIONS AND
OTHER COMPREHENSIVE INCOME     18,066 28,576

The accompanying notes form an integral part of these fi nancial statements
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STATEMENT OF RESERVES

For the year ended December 31, 2006 (in thousands of dollars)
    2006 2005
    $ $

     Restated 
     (Note 3)

OPERATING RESERVE

Balance, beginning of year    15,074 11,484

Net income from operations and other comprehensive income    18,066 28,576

Transfer to Rate stability reserve    (10,000) (14,000)

Transfer to Investment fl uctuation reserve    (17,499) (13,586)

Transfer from Investment fl uctuation reserve    6,297 2,900

Transfer from Safety reserve    13 -

Transfer to Catastrophe reserve    - (300)

Balance, end of year    11,951 15,074

INVESTMENT FLUCTUATION RESERVE 

Balance, beginning of year    22,286 11,600

Transfer from Operating reserve    17,499 13,586

Transfer to Operating reserve    (6,297) (2,900)

Balance, end of year    33,488 22,286

RATE STABILITY RESERVE 

Balance, beginning of year    28,000 14,000

Transfer from Operating reserve    10,000 14,000

Balance, end of year    38,000 28,000

SAFETY RESERVE

Balance, beginning of year    178 178

Transfer to Operating reserve    (13) -

Balance, end of year    165 178

CATASTROPHE RESERVE 

Balance, beginning of year    20,250 19,950

Transfer from Operating reserve    - 300

Balance, end of year    20,250 20,250

The accompanying notes form an integral part of these fi nancial statements

 



35

2006 Annual Report

STATEMENT OF CASH FLOW

For the year ended December 31, 2006 (in thousands of dollars)
    2006 2005
    $ $

OPERATING ACTIVITIES

Cash received from:

Assessments from employers     35,648 32,919

Interest    553 144

Deferred proceeds from Giant Mine litigation (Note 11a)   15,932 -

Cash paid to:

 Payments to claimants or third parties on their behalf   (23,740) (21,825)

Purchases of goods and services    (14,793) (16,137)

Cash provided by (used in) operating activities    13,600 (4,899)

FINANCING ACTIVITIES

Capital lease principal payments    - (1,886)

INVESTING ACTIVITIES

Net transfer (to) / from investment managers’ accounts   (16,500) 12,000

Purchase of capital assets    (1,373) (1,813)

Cash (used) / provided by investing activities    (17,873) 10,187

(Decrease) Increase in cash and cash equivalents    (4,273) 3,402

Cash and cash equivalents, beginning of year    8,173 4,771

Cash and cash equivalents, end of year (Note 4)    3,900 8,173

The accompanying notes form an integral part of these fi nancial statements
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1. Authority, mandate and shared operations
The Workers’ Compensation Board (the Board) operates under the authority of the Northwest Territories and 
Nunavut Workers’ Compensation Acts. In addition, the Board is also responsible for the administration of the 
Northwest Territories and Nunavut Safety Acts, Mine Health and Safety Acts, and the Explosives Use Acts. The 
Board is exempt from income tax and the goods and services tax.

The mandate of the Board is to provide benefi ts to injured workers and to levy assessments against employers 
to cover the current and future costs of existing claims. The Board is also responsible for developing safety 
awareness programs and for monitoring safety practices in the workplace.

The Government of the Northwest Territories and the Government of Nunavut have signed an Inter-
Governmental Agreement for a shared Workers’ Compensation Board to allow the Board to remain as a single 
entity serving both territories. Cancellation of this agreement by either party requires one full fi scal year’s notice.

2. Signifi cant accounting policies
The fi nancial statements have been prepared in accordance with Canadian generally accepted accounting 
principles. The following is a summary of the signifi cant accounting policies:

a) Use of estimates

The preparation of fi nancial statements in accordance with Canadian generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts in the fi nancial 
statements and accompanying notes. Actual results could differ from those estimates. The more signifi cant 
management estimates relate to the determination of the benefi ts liability and assessments receivable.

b) Cash and cash equivalents

Cash and cash equivalents are cash and money market instruments with initial maturities up to three months, 
less any bank overdraft. Cash and short-term investments held by the investment managers for investment 
purposes are excluded from cash and cash equivalents reported on the balance sheet. 

c) Assessments

At the beginning of each year, the Board levies assessments on employers by applying their industry assessment 
rate to their estimated payrolls for the year. The assessment levy is payable by installments during the year. At 
year end, an estimate of the amount of adjustments to assessments based on the expected difference between 
estimated payroll and actual payroll is recognized as assessment revenue and recorded as a receivable.

An allowance for doubtful accounts is recorded for assessments receivable based on management’s best 
judgment. The Governance Council must approve all assessments receivable write-offs.

 d) Investments

Canadian generally accepted accounting principles require fi nancial assets to be designated as held for 
trading, held-to-maturity or available-for-sale. Held for trading generally refers to fi nancial assets that are 
acquired with the objective of generating a profi t in the near term. However, a fi nancial asset may be 
designated as held for trading even if an entity does not intend to sell or repurchase it in the near term. Once 
an entity designates a fi nancial asset as held for trading, the designation is irrevocable.
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The Board has chosen to designate all of its investments as held for trading. Consequently, investments are 
recorded at fair value. The fair value for publicly traded investments is based on quoted market prices. The fair 
value of privately held investments is determined using a yield to maturity method. When classifying investments 
as held for trading, realized and unrealized gains or losses, arising from a change in the fair value of the 
investments during the year, are recognized in income in the period in which the change occurred. 

Interest and dividends are recognized in income in the period earned. Purchases and sales of investments are 
recognized on the trade date. 

Investments denominated in foreign currencies are translated into Canadian dollars at exchange rates 
prevailing at the end of the year. Interest, dividends and realized gains and losses are translated at the 
exchange rates in effect on the transaction date. Exchange gains and losses resulting from the translation of 
foreign currency balances at year-end and transactions during the year are recorded in investment gains.

e) Benefi ts liability

The benefi ts liability represents the present value of future payments in respect of medical aid benefi ts, 
compensation payments, and pensions in respect of claims arising from accidents occurring prior to the end of 
the fi scal year. The benefi ts liability also includes an allowance for future claims management costs.

Many assumptions are required to calculate the benefi ts liability, including estimates of future infl ation, interest 
rates and mortality rates. The benefi ts liability is determined annually by an independent actuarial valuation. 
The independent actuary’s opinion on the adequacy and appropriateness of the benefi ts liability is attached to 
these fi nancial statements.

The benefi ts liability includes provision for all benefi ts provided by current legislation, policies and 
administrative practices. A provision for future claims arising from latent occupational diseases was not 
included in this valuation.

f) Administration and general expenses

A portion of administration and general expenses is allocated as claims management costs to the current year’s 
claims and the prior years’ claims. The amount allocated to claims is reviewed by the independent actuary for 
reasonableness as part of the annual actuarial valuation of the benefi ts liability.

g) Employee future benefi ts

Pension benefi ts

All eligible employees participate in the Public Service Pension Plan (the PSPP) administered by the Government 
of Canada. The Board’s contributions to the PSPP are based on a percentage of employees’ contributions. The 
percentage may change from year to year depending on the experience of the PSPP. The Board’s contributions 
are charged to operations on a current basis as employees render services and represent the total pension 
obligations. The Board is not required to make contributions with respect to actuarial defi ciencies of the PSPP. 
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Other benefi ts

Under the terms and conditions of employment, employees may earn non-pension benefi ts for resignation, 
retirement and removal out benefi ts based on years of service and fi nal salary. The cost of these non-pension 
benefi ts is determined based on management’s best estimates and recognized as an expense and liability as 
employees render services. 

h) Buildings and equipment

Buildings and equipment are recorded at cost and amortized over their estimated useful lives using the straight-
line method as follows:

Building        25 years

Furnishings        10 years

Equipment, including application software    5 years

Leasehold improvements and offi ce space (leased)   over the term of the lease

Computer software, customized     8 years

3. Correction of errors and restatement of 2005
The opening balance of the operating reserve was overstated and the benefi ts liability was understated by 
$858 in 2005, respectively, due to errors in the historical claims payments fi le used to calculate the benefi ts 
liability for prior years’ claims. The claims costs, prior years and benefi ts liability were also overstated by 
$2,680 in 2005 due to an error in the calculation of the benefi ts liability. The comparative fi nancial statements 
of 2005 have been restated to correct these errors. The effect of the restatement on those fi nancial statements is 
summarized below. There is no effect on the information presented for the current year.

      2005
      $

Decrease in opening balance of the operating reserve      858

Decrease in claims costs, prior years           2,680

Increase in net income from operations and other comprehensive income    2,680

Net decrease in benefi ts liability      1,822

Increase in ending balance of the operating reserve     1,822
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4. Cash and cash equivalents
The Board invests in the short-term money market. The market yield of this portfolio for the year was 4.05% 
(2005 – 3.23%). All instruments held in cash and cash equivalents are readily convertible to cash and are 
held in high quality debt obligations issued or guaranteed by Canadian, Provincial, or Territorial governments, 
Canadian chartered banks, or loan or trust companies registered in Canada.

     2006 2005
     $ $

Cash     1,558 547
Short-term investments     2,432 7,711

     3,990 8,258
Less: bank overdraft     (90) (85)

     3,900 8,173

5. Investments
The Board’s investment portfolio is comprised of fi xed income and equity investments. The Board’s investment 
objective is to achieve a long-term rate of return that is suffi cient to fund the Board’s benefi ts liability, cover its 
operating costs, and provide for reasonable and stable assessment rates for employers.

The Governance Council is responsible for reviewing and approving the Board’s investment policy and plan. 
The investment policy and plan outlines the types and classes of investments the Board may invest in and 
how the Board plans to achieve its investment objective and manage its investment risk. The investments are 
managed by external investment managers with different investment management styles to reduce the Board’s 
investment risk. Generally speaking, investments are held until market conditions provide a better investment 
opportunity. The Board regularly reviews the performance of its investment portfolio against established industry 
benchmarks.

a) Fixed income

The fair value and cost of the fi xed income investments are as follows:

    2006  2005
   Fair Value Cost Fair Value Cost
   $  $  $  $

Indexed bond funds   82,187 81,112 72,432 70,905

Other fi xed income investments   47,572 45,866 42,252 39,770

   129,759 126,978 114,684 110,675

Included in the above amounts are investments in privately held related party bonds, as disclosed in Note 13. 
The amount taken into net assets as a result of the estimation of fair value of the privately held investments is 
$833 (2005 - $971) and the amount taken into net income in 2006 is $(225) (2005 - $81).
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The cumulative unrealized gains on fi xed income investments at the end of the year are:

     2006 2005
     $ $

Fixed income – cost      126,978 110,675

Cumulative unrealized gains      2,781 4,009

Fixed income – fair value     129,759 114,684

The remaining term to maturity of the other fi xed income investments is as follows:

 Within 1 to 2  2 to 5 5 to 10 Over 10 Fair Value
 1 Year Years Years Years Years 2006
 $ $ $ $ $ $

Cash, short term investments
and net payable in investment 
manager accounts 2,331 - -   2,331

Government bonds - 11,749 4,597 6,719 9,792 32,857

Corporate bonds - 152 2,332 1,085 8,167 11,736

Mortgage backed bonds - - -  648 648

 2,331 11,901 6,929 7,804 18,607 47,572

b) Equity

The fair value and cost of the equity investments are as follows:

   2006  2005
   Fair Value Cost Fair Value Cost
   $  $  $  $

Canadian equities   90,240 49,171  81,286 44,620

U.S. equities   50,913 47,865 33,879 36,444

International equities   55,426 45,885 44,926 42,283

   196,579 142,921 160,091 123,347

The cumulative unrealized gains and losses on the equity investments at the end of the year are as follows:

     2006 2005
     $ $

Equity investments – cost      142,921 123,347

Cumulative unrealized gains      57,682 39,315

Cumulative unrealized losses      (4,024) (2,571)

Equity investments – fair value      196,579 160,091
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c) Investment gains - net

The investment gains - net recorded in income can be broken down as follows:

     2006 2005
     $ $

Realized gains on investments      6,186  6,411

Change in unrealized gains and losses on investments during the period   15,688 10,575

     21,874 16,986

d) Investment performance

Investments are managed by six independent investment managers. The market yield of the portfolio for the 
year is as follows:

     2006 2005

Fixed income investments     4.09% 6.84%

Canadian equities     15.97% 24.79%

U.S. equities     16.46% 0.16%

International equities     23.28% 8.68%

Cash and cash equivalents     2.63% 2.05%

e) Credit risk 

Credit risk on fi nancial instruments arises from the possibility that the issuer of a fi xed income investment 
will fail to meet its obligations. In order to manage this risk, the Board’s investment policy is that short term 
investments have a minimum credit rating of R-1(low) or its equivalent and that 90% or more of other fi xed 
income investments have a minimum credit rating of A-1 or its equivalent. These ratings are performed by an 
independent rating service.

f) Market risk

The Board invests in publicly traded fi xed income and equity investments available on domestic and foreign 
exchanges and in privately held investments. These investments are affected by market changes and 
fl uctuations. Market risk is managed through diversifi cation between different asset classes and geographic 
diversifi cation and by limiting the concentration in any single entity to 5% or less of the fair value of the 
investment fund. The exceptions to the 5% or less concentration rule are investments of $82,187 in an indexed 
bond fund and $55,426 in an international equity fund. Both of these funds are highly diversifi ed. 
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The Board’s investment target and actual asset mix at fair value December 31 is as follows:

     Target  Actual

   Maximum Minimum 2006 2005

Fixed income investments   50% 30% 39.76% 41.74%

Canadian equities   30% 20% 27.65% 29.58%

U.S. equities   20% 10% 15.61% 12.33%

International equities   20% 10% 16.98% 16.35%

     100.00% 100.00%

g) Interest rate risk 

Fluctuations in interest rates can affect the fair value of the fi xed income investments, as well as shift investor 
preferences among asset classes. Interest rate risk is minimized by actively managing the duration of the fi xed 
income investments as detailed in note 5a).

h) Foreign exchange risk 

The Board has investments denominated in foreign currencies which are exposed to currency risk. To mitigate 
this risk, investment managers are authorized to enter into forward foreign exchange contracts, which represent 
commitments to exchange two currencies at a specifi ed future date based on a rate agreed to by both parties 
at the inception of the contract, for the sole purpose of hedging foreign currency transactions. There were no 
forward foreign exchange contracts outstanding at December 31, 2006 (2005 - nil). 

The total amount of investments, at fair value, exposed to foreign currency risk is as follows:

   Fixed Equity  Total Investments
    Income  Fair Value  2006  
Foreign country currency   $ $ $

U.S.   - 50,927 50,927

Europe   - 20,114 20,114

United Kingdom   - 11,687 11,687

Japan   - 11,894 11,894

Switzerland   - 6,111 6,111

Hong Kong   - 2,491 2,491

Brazil   - 1,161 1,161

Australia   - 774 774

South Korea   - 442 442

Mexico   - 332 332

Subtotal   - 105,933 105,933

Canada   129,759 90,646 220,405

   129,759 196,579 326,338

Included in assets designated as international equity investments are $14 in U.S. dollar assets and $406 in 
Canadian assets.
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6. Buildings and equipment
   2006  2005

  Cost Accumulated Net Book Net Book
   Amortization  Value Value  
  $ $ $ $

Building  3,193 150 3,043 3,002

Leasehold improvements  403 119 284 186

Equipment  3,542 2,705 837 867

Computer software, customized  3,569 1,092 2,477 2,271

Furnishings  619 383 236 232

  11,326 4,449 6,877 6,558

7. Benefi ts liability
 Medical Compensation Future Pension  Total Total
 Aid  Capitalizations  Awards 2006 2005
 $ $ $ $ $ $

      Restated
      (Note 3)

Balance, beginning of year  26,711 19,872 32,137 127,824 206,544 209,548

Add: Claims costs      

Current year* 6,787 8,151 11,832 2,427 29,197 25,729

Prior years* (72) (1,221) 1,109 8,386 8,202 (5,778)

Liability transfer, capitalizations - - (4,397) 4,397 - -

 6,715 6,930 8,544 15,210 37,399 19,951

Less: Claims payments      

Current year injuries      

Claims payments 1,361 1,942 66 - 3,369 2,883

Claims management 476 680 6 - 1,162 982

Prior years’ injuries      

Claims payments 3,188 2,809 1,949 9,390 17,336 16,227

Claims management 1,116 983 175 845 3,119 2,863

 6,141 6,414 2,196 10,235 24,986 22,955

Balance, end of year 27,285 20,388 38,485 132,799 218,957 206,544

*The Governance Council approved a change in policy to allow for payment of permanent pensions to those 
workers suffering from chronic pain. As a result of this change in policy, the claims liability increased by $1.1 
million for the current year’s accidents and $5.7 million for prior years’ accidents.
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The following is an actuarial reconciliation of the changes in the benefi ts liability:

     2006 2005
     $ $

      Restated    
      (Note 3)

Balance, beginning of year        206,544  209,548

Add:   

Provision for current year’s claims     24,666 21,864

Interest allocated     14,128 14,072

     38,794 35,936

Deduct:   

Payments for prior years’ claims     (20,455) (19,090)

Experience gain     (5,926) (19,850)

     (26,381) (38,940)

Balance, end of year     218,957     206,544

The principal source for the experience gain is lower than expected compensation and pension payments 
for prior years’ claims. Expectations of costs of awarded pensions and the ongoing cost of compensation 
and medical aid payments are based on the experience of prior years. The actual payments and awards of 
pensions in 2006 have been less than these expectations. In particular with regards to the expected number 
of pensions awarded. As well, the WCB uses an assumption of 3.5% infl ation for long term pensions, and the 
experience in 2006 was 2.09%.

Major actuarial assumptions

The claims liability is composed of two parts:

Future claims liability

This liability represents the present value of the expected future claim payments on claims arising from accidents 
which occurred on or prior to the end of the fi scal year for hospital and medical services (“Medical Aid”), 
short-term income benefi ts (“Compensation”), pension benefi ts for future capitalizations (“Future Capitalizations”) 
and related administrative expenses. “Future Capitalizations” represents that portion of the future claims liability 
that is an estimate of the liability for expected pension benefi t awards that relates to injuries that have already 
occurred.

A provision for expected future claims costs for Hunters & Trappers have been included in the Future Claims 
Liability in accordance with the Memorandum of Understanding on Renewable Resources Harvesters (May 
1994).

The liabilities for the medical aid and compensation benefi ts were developed using the loss development 
method. This method is also commonly known as the “claims run-off” approach. The liability for future 
capitalizations was developed using a modifi ed version of the loss development method.
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The following economic assumptions are used in the valuation of the Future Claims Liability: discount rate 
7.125% (2005 - 7.125%), infl ation – i) future capitalizations: 2.48% in 2007 and 3.5% per annum thereafter 
(2005 - 2.08% and 3.5%) ii) compensation and medical aid: 3.5% per annum (2005 - 3.5%).

Approved pension liability

This liability represents the present value of the expected future pension payments plus related expenses for 
approved pension awards as at the end of the fi scal year.

The following economic assumptions are used in the valuation of the approved pension liability: discount rate 
7.125% (2005 - 7.125%), infl ation 2.48% in 2007 and 3.5% thereafter (2005 – 2.08% and 3.5%).

8. Employee future benefi ts

a) Pension plan

The Board and all eligible employees contribute to the Public Service Pension Plan (PSPP). This pension plan 
provides benefi ts based on years of service and average earnings at retirement. The benefi ts are fully indexed 
to the increase in the Consumer Price Index. Contributions to the Public Service Pension Plan were as follows:

     2006 2005
     $ $

Board’s contributions     1,220 1,301

Employees’ contributions      557 535

b) Other benefi ts

The Board provides other benefi ts to its employees based on years of service and fi nal salary. This benefi t plan 
is not pre-funded and thus has no assets, resulting in a plan defi cit equal to the accrued benefi t obligation. 
Liability for resignation, retirement severance and removal out benefi ts measured at the balance sheet date is as 
follows: 

     2006 2005
     $ $

Accrued benefi t obligation, beginning of year     857 1,153

Cost for the year     152 48

Benefi ts paid during the year     (32) (344)

Accrued benefi t obligation, end of year     977 857
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9. Funding policy and reserves
The funding policy of the Board is to maintain the benefi ts liability at a fully funded level at each year-end. 
The percentage funded is calculated as the ratio of total assets divided by the sum of total liabilities plus the 
catastrophe reserve. Fully funded status is maintained when this ratio is equal to, or greater than, one. The 
Board is fully funded at year end to meet its obligations and maintain an appropriate catastrophe reserve.

Reserves are the portion of the Board’s net assets which are in excess of the amount required to fund the 
Board’s liabilities. These reserves are established for specifi c purposes and have prescribed levels.

a) Operating reserve

The operating reserve was established in accordance with the Workers’ Compensation Acts and is intended 
to protect the Board against adverse fl uctuations in claims costs and investment results. The target level for 
the operating reserve is established after the target level for the catastrophe reserve has been determined. 
Assessment rates are adjusted to bring the operating reserve to its target level over a period of between two 
years and ten years, depending on the margin by which the operating reserve is above or below the target 
level. The range of tolerance for the operating reserve is plus or minus 50% of the target level. The target range 
at year end was $5,184 to $15,553 (2005 - $4,920 to $14,759).

b) Investment fl uctuation reserve

The purpose of the investment fl uctuation reserve is to recognize the annual gains and losses on investments on 
an even basis in the operating reserve over a period of fi ve years.

c) Rate stability reserve

The rate stability reserve was established to fund the provision of a rate discount to employers on their 
assessments. The target level for the rate stability reserve is determined after the target levels for the catastrophe 
reserve and operating reserve have been established. The rate stability reserve will be used to stabilize 
employer assessments as the investment market changes and there are fl uctuations in the accident fund.

d) Safety reserve

The safety reserve was established to fund safety programs and will be used to implement the Board’s safety 
strategy.

e) Catastrophe reserve

The catastrophe reserve is intended to protect the Board against a catastrophic event that results in a substantial 
increase in the Board’s benefi ts liability. The Board has established specifi c criteria for determining whether an 
accident or event meets the defi nition of a catastrophic claim. The target level for the catastrophe reserve has 
been set at 300 times the Year’s Maximum Insurable Remuneration (YMIR) of $67,500 (2005 - $66,500). The 
target level for the catastrophe reserve provides for the cost of a disaster.
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10. Commitments
Future minimum lease payments on operating leases for offi ce premises, staff accommodations and equipment 
over the next fi ve years, and in aggregate, are as follows: 

      2006  
      $

2007      1,398

2008      996

2009      704

2010      731

2011      434

Thereafter      358

      4,621

11. Contingencies

a) Giant Mine Litigation

In 2006, the Supreme Court of the Northwest Territories awarded the Board $11,825 plus costs of $4,107, 
including pre-judgment interest, for the Giant Mine litigation. As required by the Supreme Court decision, the 
Board received payment of $15,932 in 2006 from the Government of the Northwest Territories insurer, one of 
the eight defendants in the litigation. 

The decision of the Supreme Court is being appealed by some of the original defendants and therefore there is 
uncertainty whether the Board will retain the full amount received. The appeal will be heard in October 2007. 
In addition, the Workers’ Compensation Acts and Board policy require that, once legal costs are recovered, 
the lesser of 25% of the amount of the judgment and the net amount remaining is to be paid to the claimant 
plaintiffs. 

Until the outcome of the appeal is known, the full amount of potential gain cannot be determined or estimated, 
nor can the allocation of recoveries to legal costs and the claimant plaintiffs. Therefore, no amount has been 
recognized in income and the total proceeds of $15,932 have been recorded as a deferred credit on the 
balance sheet.

b) Other litigation

There are a number of other third party legal claims outstanding for recovery of claims expenses from third 
parties.  Third party legal claim recoveries, net of legal expenses, recognized in income during the year were 
$51 (2005 - $1,628).

The Board has reviewed an appeal made with regard to an overpayment of assessments by an employer. The 
Board estimates that it will not owe any amount related to this appeal. While this liability is not recorded in the 
fi nancial statements, due to its uncertain nature, the amount of potential loss has been estimated at a maximum 
of $978.

A worker has launched an appeal with the NWT Human Rights Commission related to the Board’s policy that 
does not include EI as compensable earnings. The case was heard in January 2007 but no decision has been 
rendered. The outcome cannot be predicted, nor the impact on the Board’s fi nancial position if successful. 



48

12. Administration and general expenses
     2006 2005
     $ $

Salaries, wages and allowances      11,993 11,187

Professional services     2,850 2,772

Offi ce lease and renovations (non-capital)     1,699 1,619

Amortization     1,054 959

Travel     1,195 1,210

Advertising and public information     462 326

Training and development     436 319

Communications     424 409

Offi ce services and supplies     341 257

Offi ce furnishings and equipment (non-capital)     266 302

Honoraria and retainers     159 170

Grants     107 212

Interest expense on capital lease obligation     - 108

Recoveries     (275) (330)

     20,711 19,520

Less: Allocation to claims management costs     (4,281) (3,845)

     16,430 15,675

13. Related party transactions
The Board is related to all departments and territorial public agencies of the Governments of the Northwest 
Territories and Nunavut. The Board enters into transactions with these entities in the normal course of business. 
The following tables summarize the Board’s:

Balances due from related parties:

     2006 2005
     $ $

Government of Northwest Territories     111 143

Government of Nunavut     762 761

Territorial public agencies     6 19

     879 923

Through memoranda of understanding with the Governments of the Northwest Territories and Nunavut, the 
Board charges the governments for the costs of administering benefi ts relating to hunters and trappers claims. 
These costs include the increase or decrease in the future benefi ts liability related to hunters and trappers 
claims; therefore, a signifi cant decrease in the future benefi ts liability can result in a refund by the Board to 
either government. Due from related parties includes reimbursements from the Governments of the Northwest 
Territories and Nunavut for hunters and trappers claims for the year in the amount of $111 (2005 - $143), and 
$762 (2005 - $761), respectively.
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 Balances payable to related parties:

     2006 2005
     $ $

Territorial public agencies     124 79

Government of the Northwest Territories     62 31

     186 110

Assessments revenue, at rates determined using the same method as with others, from related parties:

     2006 2005

     $ $

Government of the Northwest Territories     1,810 1,692

Government of Nunavut     1,366 1,560

Territorial public agencies     397 211

     3,573 3,463

Expenses to related parties:

     2006 2005

     $ $

Territorial public agencies     697 762

Government of Nunavut     203 161

     900 923

Investments in bonds of related parties at fair value:

     2006 2005

     $ $

Northwest Territories Power Corporation  

11.00% maturing March 9, 2009     558 584

11.125% maturing June 6, 2011     1,220 1,265

6.42% maturing December 18, 2032      1,990  2,094

5.95% maturing December 15, 2034     1,163 1,182

     4,931 5,125

Northwest Territories Legislative Assembly Building Society  

13.00% Series A, maturing August 31, 2013     382 413

     5,313 5,538

The Board does not record the value of other services provided without charge by the Governments of the 
Northwest Territories and Nunavut in these fi nancial statements. The services provided without charge are not 
signifi cant but include areas where the Board follows government administrative policies and employment 
contracts. These services include training services, records management, and human resources support. 
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14. Fair value of other fi nancial instruments
Cash and cash equivalents, accounts payable and accrued liabilities, and other amounts receivable and 
refundable are valued at their carrying values on the balance sheet, which are reasonable estimates of fair 
value due to the relatively short period to maturity of the fi nancial instruments.
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