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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 
(in Canadian $ millions) 

For the years 
ended December 31 

2022 2021 

Net earnings $ 3,179 $ 3,171 
Other comprehensive income (loss) 
Items that may be reclassified subsequently to Consolidated Statements of 

Earnings 
Unrealized foreign exchange gains (losses) on translation of foreign operations 12 (403) 
Unrealized gains (losses) on hedges of the net investment in foreign operations (97) (11) 

Income tax (expense) benefit 27 3 
Unrealized gains (losses) on available-for-sale assets (829) (231) 

Income tax (expense) benefit 151 45 
Realized (gains) losses on available-for-sale assets 69 (16) 

Income tax expense (benefit) (8) 2 
Non-controlling interests (1) 2 
Total items that may be reclassified (676) (609) 

Items that will not be reclassified to Consolidated Statements of Earnings 
Re-measurements on defined benefit pension and other post-employment benefit
     plans (note 23) 422 620 

Income tax (expense) benefit (113) (170) 
Total items that will not be reclassified 309 450 

Total other comprehensive income (loss) (367) (159) 
Comprehensive income $ 2,812 $ 3,012 
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CONSOLIDATED BALANCE SHEETS 
(in Canadian $ millions) 

December 31 
2022 2021 

Assets 
Cash and cash equivalents (note 5) $ 3,761 $ 3,271 
Bonds (note 6) 87,814 101,329 
Mortgage loans (note 6) 24,012 23,113 
Stocks (note 6) 12,663 13,252 
Investment properties (note 6) 8,315 7,759 
Loans to policyholders 3,660 3,480 

140,225 152,204 
Funds held by ceding insurers (note 7) 7,041 7,555 
Reinsurance assets (note 13) 6,877 8,794 
Goodwill (note 10) 6,372 6,382 
Intangible assets (note 10) 2,450 2,362 
Derivative financial instruments (note 28) 1,120 582 
Owner occupied properties (note 11) 532 552 
Fixed assets (note 11) 257 288 
Other assets (note 12) 2,091 1,836 
Premiums in course of collection, accounts and interest receivable 4,825 4,841 
Current income taxes 254 242 
Deferred tax assets (note 26) 315 266 
Investments on account of segregated fund policyholders (note 14) 221,623 240,500 
Total assets $ 393,982 $ 426,404 

Liabilities 
Insurance contract liabilities (note 13) $ 134,389 $ 148,884 
Investment contract liabilities (note 13) 1,568 1,646 
Debentures and other debt instruments (note 15) 747 745 
Preferred shares (note 20) 1,000 1,000 
Funds held under reinsurance contracts 1,646 2,006 
Derivative financial instruments (note 28) 1,575 1,005 
Accounts payable 2,047 1,945 
Other liabilities (note 17) 2,935 3,162 
Current income taxes 50 160 
Deferred tax liabilities (note 26) 892 922 
Investment and insurance contracts on account of segregated fund policyholders (note 14) 221,623 240,500 
Total liabilities 368,472 401,975 

Equity 
Participating account surplus (note 18) 3,147 3,126 
Non-controlling interests (note 19) 51 26 
Shareholders' equity 

Share capital (note 20) 
Common shares 7,884 7,884 

Accumulated surplus 14,258 13,025 
Accumulated other comprehensive loss (note 24) (255) (51) 
Contributed surplus 425 419 

Total equity 25,510 24,429 
Total liabilities and equity $ 393,982 $ 426,404 

Approved by the Board of Directors: 

Jeffrey Orr  
Chair of the Board 

Paul Mahon 
President and Chief Executive Officer
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 
(in Canadian $ millions) 

December 31, 2022 

Share 
capital 

Contributed 
surplus 

Accumulated 
surplus 

Accumulated 
other 

comprehensive 
loss 

Total 
shareholders' 

equity 

Non-
controlling 
interests 

Participating 
account 
surplus 

Total 
equity 

Balance, beginning of
 year $ 7,884 $ 419 $ 13,025 $ (51) $ 21,277 $ 26 $ 3,126 $ 24,429 

Net earnings — — 2,995 — 2,995 3 184 3,182 
Other comprehensive
 income (loss) — — — (204) (204) 1 (163) (366) 

7,884 419 16,020 (255) 24,068 30 3,147 27,245 
Dividends to common 
 shareholder — — (1,770) — (1,770) — — (1,770) 

Share-based payments 
 (note 22) — 6 — — 6 — — 6 

Recognition of non-
controlling interest — — — — — 15 — 15 

Disposal of investment in
 subsidiary — — 8 — 8 6 — 14 

Balance, end of year $ 7,884 $ 425 $ 14,258 $ (255) $ 22,312 $ 51 $ 3,147 $ 25,510 

December 31, 2021 

Share 
capital 

Contributed 
surplus 

Accumulated 
surplus 

Accumulated 
other 

comprehensive 
income (loss) 

Total 
shareholders' 

equity 

Non-
controlling 
interests 

Participating 
account 
surplus 

Total 
equity 

Balance, beginning of 
year $ 7,884 $ 415 $ 11,802 $ 73 $ 20,174 $ 25 $ 2,858 $ 23,057 

Net earnings — — 2,868 — 2,868 3 303 3,174 
Other comprehensive 

income (loss) — — — (124) (124) (2) (35) (161) 
7,884 415 14,670 (51) 22,918 26 3,126 26,070 

Dividends to common 
shareholder — — (1,645) — (1,645) — — (1,645) 

Share-based payments 
(note 22) — 4 — — 4 — — 4 

Balance, end of year $ 7,884 $ 419 $ 13,025 $ (51) $ 21,277 $ 26 $ 3,126 $ 24,429 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 
(in Canadian $ millions) 

For the years 
ended December 31 

2022 2021 
Operations 

Earnings before income taxes $ 3,381 $ 3,448 
Income taxes paid, net of refunds received (326) (360) 
Adjustments: 

Change in insurance and investment contract liabilities (12,992) 3,579 
Change in funds held by ceding insurers (491) 555 
Change in funds held under reinsurance contracts (354) (146) 
Change in reinsurance assets 1,972 1,056 
Changes in fair value through profit or loss 16,011 1,240 
Other (860) (123) 

6,341 9,249 
Financing Activities 

Dividends paid on common shares (1,770) (1,590) 

Investment Activities 
Bond sales and maturities 15,714 19,389 
Mortgage loan repayments 2,398 2,651 
Stock sales 4,129 6,220 
Investment property sales 55 40 
Change in loans to policyholders (156) (34) 
Business acquisitions, net of cash and cash equivalents acquired (note 3) (6) (380) 
Investment in bonds (17,493) (23,790) 
Investment in mortgage loans (4,018) (3,726) 
Investment in stocks (3,980) (6,819) 
Investment in investment properties (710) (970) 

(4,067) (7,419) 

Effect of changes in exchange rates on cash and cash equivalents (14) (74) 

Increase in cash and cash equivalents 490 166 

Cash and cash equivalents, beginning of year 3,271 3,105 

Cash and cash equivalents, end of year $ 3,761 $ 3,271 

Supplementary cash flow information 
Interest income received $ 3,661 $ 3,662 
Interest paid 116 118 
Dividend income received 352 344 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

(in Canadian $ millions except per share amounts) 

1. Corporate Information 

The Canada Life Assurance Company (Canada Life) is incorporated and domiciled in Canada. The registered 
address of the Company is 100 Osborne Street North, Winnipeg, Manitoba, Canada, R3C 1V3. Canada Life is 
wholly-owned by Great-West Lifeco Inc. (Lifeco). Lifeco is a member of the Power Corporation of Canada 
(Power Corporation) group of companies and is a subsidiary of Power Corporation. 

Canada Life is a leading Canadian insurer, with interests in the life insurance, health insurance, investment, 
savings and retirement income and reinsurance businesses, primarily in Canada and Europe through its 
subsidiaries including The Canada Life Group (U.K.) Limited, Canada Life Limited, Irish Life Group Limited (Irish 
Life), Canada Life Capital Corporation Inc., Toronto College Park Ltd., Quadrus Investment Services Ltd. and 
GWL Realty Advisors Inc. 

The consolidated financial statements (financial statements) of the Company as at and for the year ended 
December 31, 2022 were approved by the Board of Directors on February 8, 2023. 

2. Basis of Presentation and Summary of Accounting Policies 

The consolidated financial statements of the Company have been prepared in compliance with International 
Financial Reporting Standards (IFRS), as issued by the International Accounting Standards Board (IASB). 
Consistent accounting policies were applied in the preparation of the consolidated financial statements of the 
subsidiaries of the Company. 

Changes in Accounting Policies 
The Company adopted the amendments to IFRS for IAS 37, Provisions, Contingent Liabilities and Contingent 
Assets and Annual Improvements 2018-2020 Cycle for the amendment to IFRS 16, Leases effective January 1, 
2022. The adoption of these amendments did not have a significant impact on the Company’s financial 
statements. 

Basis of Consolidation 
The consolidated financial statements of the Company were prepared as at and for the year ended December 
31, 2022 with comparative information as at and for the year ended December 31, 2021. Subsidiaries are fully 
consolidated from the date of acquisition, being the date on which the Company obtains control, and continue to 
be consolidated until the date that such control ceases. The Company has control when it has the power to 
direct the relevant activities, has significant exposure to variable returns from these activities and has the ability 
to use its power to affect the variable returns. All intercompany balances and transactions, including income and 
expenses, profits or losses and dividends, are eliminated on consolidation. 

Impact of COVID-19 and the Conflict Between Russia and Ukraine on Significant Judgments, Estimates and 
Assumptions 
The COVID-19 pandemic has continued to result in uncertainty in global financial markets and the economic 
environment in which the Company operates. The duration and impact of the COVID-19 pandemic continues to 
be unknown at this time, as is the efficacy of the associated fiscal and monetary interventions by governments 
and central banks. 

Global financial markets continued to be volatile during 2022, in part due to Russia's military invasion of Ukraine 
and the related sanctions and economic fallout. The Company continues to monitor potential impacts of the 
conflict, including financial impacts, heightened cyber risks, and risks related to the global supply chain.
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The results of the Company reflect management's judgments regarding the impact of prevailing market 
conditions related to global credit, equities, investment properties, foreign exchange and inflation, as well as 
prevailing health and mortality experience. 

The provision for future credit losses within the Company's insurance contract liabilities relies upon investment 
credit ratings. In addition to its own credit assessments, the Company's practice is to use third party 
independent credit ratings where available.  Management judgment is required when setting credit ratings for 
instruments that do not have a third party credit rating. Given rapid market changes, third party credit rating 
changes may lag developments in the current environment. 

The fair value of portfolio investments (note 6), the valuation of goodwill and other intangible assets (note 10), 
the valuation of insurance contract liabilities (note 13) and the recoverability of deferred tax asset carrying 
values (note 26) reflect management’s judgment.  

Given the uncertainty surrounding the current environment, the actual financial results could differ from the 
estimates made in preparation of these financial statements. 

Use of Significant Judgments, Estimates and Assumptions 
In preparation of these consolidated financial statements, management is required to make significant 
judgments, estimates and assumptions that affect the reported amounts of assets, liabilities, net earnings and 
related disclosures. Although some uncertainty is inherent in these judgments and estimates, management 
believes that the amounts recorded are reasonable. Key sources of estimation uncertainty and areas where 
significant judgments have been made are listed below and discussed throughout the notes to these 
consolidated financial statements including: 

• Management uses judgment to determine the fair value of assets acquired and liabilities assumed in a 
business combination. 

• Management uses independent qualified appraisal services to determine the fair value of investment 
properties, which utilize judgments and estimates. These appraisals are adjusted by applying 
management judgments and estimates for material changes in property cash flows, capital expenditures 
or general market conditions (note 6). 

• Management uses internal valuation models which utilize judgments and estimates to determine the fair 
value of equity release mortgages. These valuations are adjusted by applying management judgments 
and estimates for material changes in projected asset cash flows, and discount rates (note 6). 

• In the determination of the fair value of financial instruments, the Company's management exercises 
judgment in the determination of fair value inputs, particularly those items categorized within level 3 of 
the fair value hierarchy (note 9). 

• Cash generating units for intangible assets and cash generating unit groupings for goodwill have been 
determined by management as the lowest level that the assets are monitored for internal reporting 
purposes, which requires management judgment in the determination of the lowest level of monitoring 
(note 10). 

• Management evaluates the future benefit for initial recognition and measurement of goodwill and 
intangible assets as well as testing the recoverable amounts. The determination of the carrying value 
and recoverable amounts of the cash generating unit groupings for goodwill and cash generating units 
for intangible assets relies upon the determination of fair value or value-in-use using valuation 
methodologies (note 10). 

• Judgments are used by management in determining whether deferred acquisition costs and deferred 
income reserves can be recognized on the Consolidated Balance Sheets. Deferred acquisition costs are 
recognized if management determines the costs meet the definition of an asset and are incremental and 
related to the issuance of the investment contract. Deferred income reserves are amortized on a straight-
line basis over the term of the policy (notes 12 and 17).
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• Management uses judgment to evaluate the classification of insurance and reinsurance contracts to 
determine whether these arrangements should be accounted for as insurance, investment or service 
contracts. 

• The actuarial assumptions, such as interest rates, inflation, policyholder behaviour, mortality and 
morbidity of policyholders, used in the valuation of insurance and certain investment contract liabilities 
under the Canadian Asset Liability Method require significant judgment and estimation (note 13). 

• The actuarial assumptions used in determining the expense and benefit obligations for the Company’s 
defined benefit pension plans and other post-employment benefits requires significant judgment and 
estimation. Management reviews previous experience of its plan members and market conditions 
including interest rates and inflation rates in evaluating the assumptions used in determining the expense 
for the current year (note 23). 

• The Company operates within various tax jurisdictions where significant management judgments and 
estimates are required when interpreting the relevant tax laws, regulations and legislation in the 
determination of the Company’s tax provisions and the carrying amounts of its tax assets and liabilities 
(note 26). 

• Management applies judgment in assessing the recoverability of the deferred income tax asset carrying 
values based on future years’ taxable income projections (note 26). 

• Legal and other provisions are recognized resulting from a past event which, in the judgment of 
management, has resulted in a probable outflow of economic resources which would be passed to a 
third-party to settle the obligation. Management uses judgment to evaluate the possible outcomes and 
risks in determining the best estimate of the provision at the balance sheet date (note 29). 

• The operating segments of the Company are the segments reviewed by the Company's Chief Executive 
Officer to assess performance and allocate resources within the Company. Management applies 
judgment in the aggregation of the business units into the Company's operating segments (note 31). 

• The Company consolidates all subsidiaries and entities which management determines that the 
Company controls. Control is evaluated on the ability of the Company to direct the activities of the 
subsidiary or entity to derive variable returns and management uses judgment in determining whether 
control exists. Judgment is exercised in the evaluation of the variable returns and in determining the 
extent to which the Company has the ability to exercise its power to generate variable returns. 

• Management uses judgments, such as the determination of whether the Company retains the primary 
obligation with a client in sub-advisor arrangements. Where the Company retains the primary obligation 
to the client, revenue and expenses are recorded on a gross basis. 

• Within the Consolidated Statements of Cash Flows, purchases and sales of portfolio investments are 
recorded within investment activities due to management's judgment that these investing activities are 
long-term in nature. 

• The results of the Company reflect management’s judgments regarding the impact of prevailing global 
credit, equity and foreign exchange market conditions. The provision for future credit losses within the 
Company's insurance contract liabilities relies upon investment credit ratings. The Company’s practice is 
to use third-party independent credit ratings where available. Management judgment is required when 
setting credit ratings for instruments that do not have a third-party rating. 

The significant accounting policies are as follows: 

(a) Portfolio Investments 

Portfolio investments include bonds, mortgage loans, stocks and investment properties. Portfolio 
investments are classified as fair value through profit or loss, available-for-sale, held-to-maturity, loans and 
receivables, equity-method investments or as non-financial instruments based on management’s intention 
relating to the purpose and nature of the instrument or characteristics of the investment. The Company has 
not classified any investments as held-to-maturity. 

Investments in bonds and stocks normally actively traded on a public market or where fair value can be 
reliably measured are either designated or classified as fair value through profit or loss or classified as
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available-for-sale on a trade date basis. Equity release mortgages are designated as fair value through 
profit or loss or classified as available-for-sale. A financial asset is designated as fair value through profit or 
loss on initial recognition if it eliminates or significantly reduces an accounting mismatch. Changes in the fair 
value of financial assets designated as fair value through profit or loss are generally offset by changes in 
insurance contract liabilities, since the measurement of insurance contract liabilities is determined with 
reference to the assets supporting the liabilities. A financial asset is classified as fair value through profit or 
loss on initial recognition if it is part of a portfolio that is actively traded for the purpose of earning 
investment income. Fair value through profit or loss investments are recognized at fair value on the 
Consolidated Balance Sheets with realized and unrealized gains and losses reported in the Consolidated 
Statements of Earnings. Available-for-sale investments are recognized at fair value on the Consolidated 
Balance Sheets with unrealized gains and losses recorded in other comprehensive income. Realized gains 
and losses on available-for-sale investments are reclassified from other comprehensive income and 
recorded in the Consolidated Statements of Earnings when the investment is sold. Interest income earned 
on both fair value through profit or loss and available-for-sale bonds is calculated using the effective interest 
method and is recorded as net investment income in the Consolidated Statements of Earnings. 

Investments in stocks where a fair value cannot be measured reliably are classified as available-for-sale 
and carried at cost. Investments in stocks for which the Company exerts significant influence over but does 
not control are accounted for using the equity method of accounting. Investments in stocks over which the 
Company exerts significant influence but does not control include the Company’s investment in an affiliated 
company, IGM Financial Inc. (IGM), a member of the Power Corporation group of companies. 

Investments in mortgages and bonds not normally actively traded on a public market are classified as loans 
and receivables and are carried at amortized cost net of any allowance for credit losses. Interest income 
earned and realized gains and losses on the sale of investments classified as loans and receivables are 
recorded in the Consolidated Statements of Earnings and included in net investment income. 

Investment properties are real estate held to earn rental income or for capital appreciation. Investment 
properties are initially measured at cost and subsequently carried at fair value on the Consolidated Balance 
Sheets. All changes in fair value are recorded as net investment income in the Consolidated Statements of 
Earnings. Properties held to earn rental income or for capital appreciation that have an insignificant portion 
that is owner occupied or where there is no intent to occupy on a long-term basis are classified as 
investment properties. Properties that do not meet these criteria are classified as owner occupied 
properties. Property that is leased that would otherwise be classified as investment property if owned by the 
Company is also included within investment properties. 

Fair Value Measurement 
Financial instrument carrying values necessarily reflect the prevailing market liquidity and the liquidity 
premiums embedded within the market pricing methods that the Company relies upon. 

Fair value movement on the assets supporting insurance contract liabilities is a major factor in the 
movement of insurance contract liabilities.  Changes in the fair value of bonds designated or classified as 
fair value through profit or loss that support insurance and investment contract liabilities are largely offset by 
corresponding changes in the fair value of liabilities except when the bond has been deemed impaired. 

The following is a description of the methodologies used to value instruments carried at fair value: 

Bonds - Fair Value Through Profit or Loss and Available-for-Sale 

Fair values for bonds classified and designated as fair value through profit or loss or available-for-sale are 
determined with reference to quoted market bid prices primarily provided by third-party independent pricing 
sources. Where prices are not quoted in an active market, fair values are determined by valuation models. 
The Company maximizes the use of observable inputs when measuring fair value. The Company obtains 
quoted prices in active markets, when available, for identical assets at the balance sheet date to measure 
bonds at fair value in its fair value through profit or loss and available-for-sale portfolios. 
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The Company estimates the fair value of bonds not traded in active markets by referring to actively traded 
securities with similar attributes, dealer quotations, matrix pricing methodology, discounted cash flow 
analyses and/or internal valuation models. This methodology considers such factors as the issuer's industry, 
the security's rating, term, coupon rate and position in the capital structure of the issuer, as well as, yield 
curves, credit curves, prepayment rates and other relevant factors.  For bonds that are not traded in active 
markets, valuations are adjusted to reflect illiquidity, and such adjustments generally are based on available 
market evidence.  In the absence of such evidence, management's best estimate is used. 

Bonds and Mortgages - Loans and Receivables 

For disclosure purposes only, fair values for bonds and mortgages classified as loans and receivables are 
determined by discounting expected future cash flows using current market rates for similar instruments. 
Valuation inputs typically include benchmark yields and risk-adjusted spreads based on current lending 
activities and market activity. 

Equity Release Mortgages - Fair Value Through Profit or Loss and Available-for-Sale 

There are no market observable prices for equity release mortgages; therefore an internal valuation model 
is used discounting expected future cash flows and includes consideration of the embedded no negative 
equity guarantee. Inputs to the model include market observable inputs such as benchmark yields and risk-
adjusted spreads. Non market observable inputs include property growth and volatility rates, expected rates 
of voluntary redemptions, death, moving to long term care and interest cessation assumptions and the 
value of the no negative equity guarantee. 

Stocks - Fair Value Through Profit or Loss and Available-for-Sale 

Fair values for stocks traded on an active market are generally determined by the last bid price for the 
security from the exchange where it is principally traded. Fair values for stocks for which there is no active 
market is typically based upon alternative valuation techniques such as discounted cash flow analysis, 
review of price movement relative to the market and utilization of information provided by the underlying 
investment manager. The Company maximizes the use of observable inputs when measuring fair value. 
The Company obtains quoted prices in active markets, when available, for identical assets at the balance 
sheet date to measure stocks at fair value in its fair value through profit or loss and available-for-sale 
portfolios. 

Investment Properties 

Fair values for investment properties are determined using independent qualified appraisal services and 
include management adjustments for material changes in property cash flows, capital expenditures or 
general market conditions in the interim period between appraisals. The determination of the fair value of 
investment property requires the use of estimates including future cash flows (such as future leasing 
assumptions, rental rates, capital and operating expenditures) and discount, reversionary and overall 
capitalization rates applicable to the asset based on current market conditions. Investment property under 
construction is valued at fair value if such values can be reliably determined; otherwise they are recorded at 
cost. 

Impairment 
Investments are reviewed regularly on an individual basis to determine impairment status. The Company 
considers various factors in the impairment evaluation process, including, but not limited to, the financial 
condition of the issuer, specific adverse conditions affecting an industry or region, decline in fair value not 
related to interest rates, bankruptcy or defaults, and delinquency in payments of interest or principal. 

Investments are deemed to be impaired when there is objective evidence that timely collection of future 
cash flows can no longer be reliably estimated. The fair value of an investment is not a definitive indicator of 
impairment, as it may be significantly influenced by other factors including the remaining term to maturity 
and liquidity of the asset; however, market price is taken into consideration when evaluating impairment. 
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For impaired mortgages and bonds classified as loans and receivables, provisions are established or write-
offs made to adjust the carrying value to the net realizable amount. Wherever possible, the fair value of 
collateral underlying the loans or observable market price is used to establish the net realizable value. For 
impaired available-for-sale bonds recorded at fair value, the accumulated loss recorded in accumulated 
other comprehensive income is reclassified to net investment income. Impairments on available-for-sale 
debt instruments are reversed if there is objective evidence that a permanent recovery has occurred. All 
gains and losses on bonds classified or designated as fair value through profit or loss are recorded in net 
investment income, therefore, in the event of an impairment, the reduction will be recorded in net 
investment income. 

Securities Lending 
The Company engages in securities lending through its securities custodians as lending agents.  Loaned 
securities are not derecognized, and continue to be reported within invested assets, as the Company 
retains substantial risks and rewards and economic benefits related to the loaned securities. 

(b) Transaction Costs 

Transaction costs are expensed as incurred for financial instruments classified as fair value through profit or 
loss.  Transaction costs for financial assets classified as available-for-sale or loans and receivables are 
added to the value of the instrument at acquisition and taken into net earnings using the effective interest 
method. Transaction costs for financial liabilities classified as other than fair value through profit or loss are 
included in the value of the instrument issued and taken into net earnings using the effective interest 
method. 

(c) Cash and Cash Equivalents 

Cash and cash equivalents comprise cash, current operating accounts, overnight bank and term deposits 
with maturities of three months or less held for the purpose of meeting short-term cash requirements. Net 
payments in transit and overdraft bank balances are included in other liabilities.  

(d) Trading Account Assets 

Trading account assets consist of investments in open ended investment companies and sponsored unit-
trusts, which are carried at fair value based on the net asset value of these funds. Investments in these 
assets are included in other assets on the Consolidated Balance Sheets with realized and unrealized gains 
and losses reported in the Consolidated Statements of Earnings.  

(e) Debentures and Other Debt Instruments and Capital Trust Securities  

Debentures and other debt instruments and capital trust securities are initially recorded on the Consolidated 
Balance Sheets at fair value and subsequently carried at amortized cost using the effective interest method 
with amortization expense recorded in financing charges in the Consolidated Statements of Earnings. 
These liabilities are derecognized when the obligation is cancelled or redeemed. 

(f) Other Assets and Other Liabilities 

Other assets, which include prepaid expenses, deferred acquisition costs, finance leases receivable, right-
of-use assets and other miscellaneous assets, are measured at cost or amortized cost. Other liabilities, 
which include deferred income reserves, bank overdraft, lease liabilities and other miscellaneous liabilities 
are measured at cost or amortized cost.
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Provisions are recognized within other liabilities when the Company has a present obligation, either legal or 
constructive, resulting from a past event, and in management's judgment, it is probable that an outflow of 
economic resources will be required to settle the obligation and a reliable estimate can be made of the 
amount. The amount recognized for provisions are management's best estimate at the balance sheet date. 
The Company recognizes a provision for restructuring when a detailed formal plan for the restructuring has 
been established and that the plan has raised a valid expectation in those affected that the restructuring will 
occur. 

Pension and other post-employment benefits also included within other assets and other liabilities are 
measured in accordance with note 2(x). 

(g) Disposal Group Classified as Held for Sale 

Disposal groups are classified as held for sale when the carrying amount will be recovered through a sale 
transaction rather than continuing use. The fair value of a disposal group is measured at the lower of its 
carrying amount and fair value less costs to sell. Individual assets and liabilities in a disposal group not 
subject to these measurement requirements include financial assets, investment properties and insurance 
contract liabilities. These assets and liabilities are measured in accordance with the relevant accounting 
policies described for those assets and liabilities included in this note before the disposal group as a whole 
is measured to the lower of its carrying amount and fair value less cost to sell. Any impairment loss for the 
disposal group is recognized as a reduction to the carrying amount for the portion of the disposal group 
under the measurement requirements for IFRS 5, Non-Current Assets Held for Sale and Discontinued 
Operations. 

Disposal group assets and liabilities classified as held for sale are presented separately on the Company’s 
Consolidated Balance Sheets. Gains and losses from disposal groups held for sale are presented 
separately in the Company’s Consolidated Statements of Earnings. 

(h) Derivative Financial Instruments 

The Company uses derivative products as risk management instruments to hedge or manage asset, liability 
and capital positions, including fee and investment income. The Company’s policy guidelines prohibit the 
use of derivative instruments for speculative trading purposes. 

The Company includes disclosure of the maximum credit risk, future credit exposure, credit risk equivalent 
and risk weighted equivalent in note 28 as prescribed by the Office of the Superintendent of Financial 
Institutions (OSFI) in Canada. 

All derivatives including those that are embedded in financial and non-financial contracts that are not closely 
related to the host contracts are recorded at fair value on the Consolidated Balance Sheets. The method of 
recognizing unrealized and realized fair value gains and losses depends on whether the derivatives are 
designated as hedging instruments. For derivatives that are not designated as hedging instruments, 
unrealized and realized gains and losses are recorded in net investment income in the Consolidated 
Statements of Earnings. For derivatives designated as hedging instruments, unrealized and realized gains 
and losses are recognized according to the nature of the hedged item. 

Derivatives are valued using market transactions and other market evidence whenever possible, including 
market based inputs to models, broker or dealer quotations or alternative pricing sources with reasonable 
levels of price transparency. When models are used, the selection of a particular model to value a derivative 
depends on the contractual terms of, and specific risks inherent in, the instrument, as well as the availability 
of pricing information in the market. The Company generally uses similar models to value similar 
instruments. Valuation models require a variety of inputs, including contractual terms, market prices and 
rates, yield curves, credit curves, measures of volatility, prepayment rates and correlations of such inputs. 
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To qualify for hedge accounting, the relationship between the hedged item and the hedging instrument must 
meet several strict conditions on documentation, probability of occurrence, hedge effectiveness and 
reliability of measurement. If these conditions are not met, the relationship does not qualify for hedge 
accounting treatment and both the hedged item and the hedging instrument are reported independently as if 
there was no hedging relationship. 

Where a hedging relationship exists, the Company documents all relationships between hedging 
instruments and hedged items, as well as its risk management objectives and strategy for undertaking 
various hedge transactions. This process includes linking derivatives that are used in hedging transactions 
to specific assets and liabilities on the Consolidated Balance Sheets or to specific firm commitments or 
forecasted transactions. The Company also assesses, both at the hedge’s inception and on an ongoing 
basis, whether derivatives that are used in hedging transactions are effective in offsetting changes in fair 
values or cash flows of hedged items. Hedge effectiveness is reviewed quarterly through correlation testing. 
Hedge accounting is discontinued when the hedging no longer qualifies for hedge accounting. 

Derivatives not designated as hedges for accounting purposes 
For derivative investments not designated as accounting hedges, changes in fair value are recorded in net 
investment income. 

Fair value hedges 
For fair value hedges, changes in fair value of both the hedging instrument and the hedged risk are 
recorded in net investment income and consequently any ineffective portion of the hedge is recorded 
immediately in net investment income. 

The Company currently uses foreign exchange forward contracts designated as fair value hedges. 

Cash flow hedges 
For cash flow hedges, the effective portion of the changes in fair value of the hedging instrument is 
recorded in the same manner as the hedged item while the ineffective portion is recognized immediately in 
net investment income. Gains and losses that accumulate in other comprehensive income are recorded in 
net investment income in the same period the hedged item affects net earnings. Gains and losses on cash 
flow hedges are immediately reclassified from other comprehensive income to net investment income if and 
when it is probable that a forecasted transaction is no longer expected to occur. 

The Company currently has no instruments designated as cash flow hedges. 

Net investment hedges 
For net investment hedges, the effective portion of changes in the fair value of the hedging instrument are 
recorded in other comprehensive income while the ineffective portion is recognized immediately in net 
investment income. The unrealized foreign exchange gains (losses) on the instruments are recorded within 
accumulated other comprehensive income and will be reclassified into net earnings when the Company 
disposes of the foreign operation. 

The Company currently uses foreign exchange forward contracts designated as net investment hedges. 

(i) Embedded Derivatives 

An embedded derivative is a component of a host contract that modifies the cash flows of the host contract 
in a manner similar to a derivative, according to a specified interest rate, financial instrument price, foreign 
exchange rate, underlying index or other variable. Embedded derivatives are treated as separate contracts 
and are recorded at fair value if their economic characteristics and risks are not closely related to those of 
the host contract and the host contract is not itself recorded at fair value through the Consolidated 
Statements of Earnings. Embedded derivatives that meet the definition of an insurance contract are 
accounted for and measured as an insurance contract. 
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(j) Foreign Currency Translation 

The Company operates with multiple functional currencies. The Company’s consolidated financial 
statements are presented in Canadian dollars as this presentation is most meaningful to financial statement 
users. For those subsidiaries with different functional currencies, exchange rate differences arising from the 
translation of monetary items that form part of the net investment in the foreign operation are recorded in 
unrealized foreign exchange gains (losses) on translation of foreign operations in other comprehensive 
income. 

For the purpose of presenting consolidated financial statements, assets and liabilities are translated into 
Canadian dollars at the rate of exchange prevailing at the balance sheet dates and all income and expense 
items are translated at an average of daily rates. Unrealized foreign currency translation gains and losses 
on translation of the Company’s net investment in its foreign operations are presented separately as a 
component of other comprehensive income. Unrealized gains and losses will be recognized proportionately 
in net investment income in the Consolidated Statements of Earnings when there has been a disposal of 
the investment in the foreign operations. 

Foreign currency translation gains and losses on foreign currency transactions of the Company are included 
in net investment income. 

(k) Loans to Policyholders 

Loans to policyholders are classified as loans and receivables and measured at amortized cost. Loans to 
policyholders are shown at their unpaid principal balance and are fully secured by the cash surrender 
values of the policies. Carrying value of loans to policyholders approximates their fair value. 

(l) Reinsurance Contracts 

The Company, in the normal course of business, is a user of reinsurance in order to limit the potential for 
losses arising from certain exposures and a provider of reinsurance. Assumed reinsurance refers to the 
acceptance of certain insurance risks by the Company underwritten by another company. Ceded 
reinsurance refers to the transfer of insurance risk, along with the respective premiums, to one or more 
reinsurers who will share the risks. To the extent that assuming reinsurers are unable to meet their 
obligations, the Company remains liable to its policyholders for the portion reinsured. Consequently, 
allowances are made for reinsurance contracts which are deemed uncollectible. 

Reinsurance contracts are insurance contracts and undergo the classification as described within the 
Insurance and Investment Contract Liabilities section of this note. Assumed reinsurance premiums, 
commissions and claim settlements, as well as the reinsurance assets associated with insurance and 
investment contracts, are accounted for in accordance with the terms and conditions of the underlying 
reinsurance contract. Reinsurance assets are reviewed for impairment on a regular basis for any events 
that may trigger impairment. The Company considers various factors in the impairment evaluation process, 
including but not limited to, collectability of amounts due under the terms of the contract. The carrying 
amount of a reinsurance asset is adjusted through an allowance account with any impairment loss being 
recorded in the Consolidated Statements of Earnings. 

Any gains or losses on buying reinsurance are recognized in the Consolidated Statements of Earnings 
immediately at the date of purchase in accordance with the Canadian Asset Liability Method. 

Assets and liabilities related to reinsurance are reported on a gross basis on the Consolidated Balance 
Sheets. The amount of liabilities ceded to reinsurers is estimated in a manner consistent with the claim 
liability associated with reinsured risks.  

(m) Funds Held by Ceding Insurers/Funds Held Under Reinsurance Contracts 

On the asset side, funds held by ceding insurers are assets that would normally be paid to the Company but 
are withheld by the cedant to reduce potential credit risk. Under certain forms of reinsurance contracts it is 
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customary for the cedant to retain amounts on a funds withheld basis supporting the insurance or 
investment contract liabilities ceded. For the funds withheld assets where the underlying asset portfolio is 
managed by the Company, the credit risk is retained by the Company. The funds withheld balance where 
the Company assumes the credit risk is measured at the fair value of the underlying asset portfolio with the 
change in fair value recorded in net investment income. See note 7 for funds held by ceding insurers that 
are managed by the Company. Other funds held by ceding insurers are general obligations of the cedant 
and serve as collateral for insurance contract liabilities assumed from cedants.  Funds withheld assets on 
these contracts do not have fixed maturity dates, their release generally being dependent on the run-off of 
the corresponding insurance contract liabilities. 

On the liability side, funds held under reinsurance contracts consist mainly of amounts retained by the 
Company from ceded business written on a funds withheld basis. The Company withholds assets related to 
ceded insurance contract liabilities in order to reduce credit risk. 

(n) Business Combinations, Goodwill and Intangible Assets 

Business combinations are accounted for using the acquisition method. The Company identifies and 
classifies, in accordance with the Company’s accounting policies, all assets acquired and liabilities 
assumed as at the acquisition date. Goodwill represents the excess of purchase consideration over the fair 
value of net assets of the acquired subsidiaries of the Company. Following initial recognition, goodwill is 
measured at cost less accumulated impairment losses. 

Intangible assets represent finite life and indefinite life intangible assets of acquired subsidiaries of the 
Company and software acquired or internally developed by the Company. Finite life intangible assets 
include the value of technology/software, certain customer contracts and distribution channels. These finite 
life intangible assets are amortized over their estimated useful lives, typically ranging between 3 and 30 
years. 

Indefinite life intangible assets include brands and trademarks, certain customer contracts and the 
shareholders' portion of acquired future participating account profits. Amounts are classified as indefinite life 
intangible assets when based on an analysis of all the relevant factors, there is no foreseeable limit to the 
period over which the asset is expected to generate net cash inflows for the Company. The identification of 
indefinite life intangible assets is made by reference to relevant factors such as product life cycles, potential 
obsolescence, industry stability and competitive position. Following initial recognition, indefinite life 
intangible assets are measured at cost less accumulated impairment losses. 

Impairment Testing 
Goodwill and indefinite life intangible assets, including those resulting from an acquisition during the year, 
are tested for impairment annually or more frequently if events indicate that impairment may have occurred. 
Intangible assets that were previously impaired are reviewed at each reporting date for evidence of 
reversal. In the event that certain conditions have been met, the Company would be required to reverse the 
impairment loss or a portion thereof. 

Goodwill has been allocated to cash generating unit groupings, representing the lowest level that the assets 
are monitored for internal reporting purposes. Goodwill is tested for impairment by comparing the carrying 
value of each cash generating unit grouping to its recoverable amount. An impairment loss is recognized for 
the amount by which the asset's carrying amount exceeds its recoverable amount. 

Intangible assets have been allocated to cash generating units, representing the lowest level that the assets 
are monitored for internal reporting purposes. 

Intangible assets with an indefinite useful life are reviewed annually to determine if there are indicators of 
impairment. If indicators of impairment have been identified, a test for impairment is performed and 
recognized as necessary. Impairment is assessed by comparing the carrying values of the assets to their 
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recoverable amounts. An impairment loss is recognized for the amount by which the asset's carrying 
amount exceeds its recoverable amount. 

The recoverable amount is the higher of the asset’s fair value less costs of disposal and value-in-use.   

Finite life intangible assets are reviewed annually to determine if there are indicators of impairment and 
assess whether the amortization periods and methods are appropriate. If indicators of impairment have 
been identified, a test for impairment is performed and then the amortization of these assets is adjusted or 
impairment is recognized as necessary. 

(o) Revenue Recognition 

Premiums for all types of insurance contracts, and contracts with limited mortality or morbidity risk, are 
generally recognized as revenue when due and collection is reasonably assured. 

Interest income on bonds and mortgages is recognized and accrued using the effective interest method. 

Dividend income is recognized when the right to receive payment is established. This is the ex-dividend 
date for listed stocks, and usually the notification date or date when the shareholders have approved the 
dividend for private equity instruments. 

Investment property income includes rents earned from tenants under lease agreements and property tax 
and operating cost recoveries. Rental income leases with contractual rent increases and rent-free periods 
are recognized on a straight-line basis over the term of the lease. 

Fee income includes fees earned from management of segregated fund assets, proprietary mutual fund 
assets, record-keeping, fees earned on administrative services only Group health contracts, commissions 
and fees earned from management services. Fee and other income is recognized on the transfer of 
services to customers for the amount that reflects the consideration expected to be received in exchange 
for those services promised.  

The Company has sub-advisor arrangements where the Company retains the primary obligation with the 
client; as a result, fee income earned is reported on a gross basis with the corresponding sub-advisor 
expense recorded in operating and administrative expenses. 

(p) Owner Occupied Properties and Fixed Assets 

Property held for own use and fixed assets are carried at cost less accumulated depreciation, disposals and 
impairments. Depreciation is expensed to write-off the cost of assets, over their estimated useful lives, using 
the straight-line method, on the following bases: 

Owner occupied properties 15 - 20 years 
Furniture and fixtures 5 - 10 years 
Other fixed assets 3 - 10 years 

Depreciation methods, useful lives and residual values are reviewed at least annually and adjusted if 
necessary. 

(q) Deferred Acquisition Costs 

Included in other assets are deferred acquisition costs related to investment contracts and service 
contracts. These are recognized as assets if the costs are incremental and incurred due to the contract 
being issued and are primarily amortized on a straight-line basis over the term of the contract, not to exceed 
20 years. 

(r) Segregated Funds 

Segregated fund assets and liabilities arise from contracts where all financial risks associated with the 
related assets are borne by policyholders and are presented separately on the Consolidated Balance 
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Sheets. The assets and liabilities are set equal to the fair value of the underlying asset portfolio. Investment 
income and changes in fair value of the segregated fund assets are offset by a corresponding change in the 
segregated fund liabilities. 

(s) Insurance and Investment Contract Liabilities 

Contract Classification 
When significant insurance risk exists, the Company’s products are classified at contract inception as 
insurance contracts, in accordance with IFRS 4, Insurance Contracts (IFRS 4). Significant insurance risk 
exists when the Company agrees to compensate policyholders or beneficiaries of the contract for specified 
uncertain future events that adversely affect the policyholder and whose amount and timing is unknown.  
Refer to note 13 for discussion of insurance risk. 

In the absence of significant insurance risk, the contract is classified as an investment contract or service 
contract. Investment contracts with discretionary participating features are accounted for in accordance with 
IFRS 4 and investment contracts without discretionary participating features are accounted for in 
accordance with IAS 39, Financial Instruments: Recognition & Measurement (IAS 39). The Company has 
not classified any contracts as investment contracts with discretionary participating features. 

Investment contracts may be reclassified as insurance contracts after inception if insurance risk becomes 
significant. A contract that is classified as an insurance contract at contract inception remains as such until 
all rights and obligations under the contract are extinguished or expire.  

Investment contracts are contracts that carry financial risk, which is the risk of a possible future change in 
one or more of the following: interest rate, commodity price, foreign exchange rate, or credit rating.  Refer to 
note 8 for discussion of Financial Instruments Risk Management. 

Measurement 
Insurance contract liabilities represent the amounts required, in addition to future premiums and investment 
income, to provide for future benefit payments, policyholder dividends, commission and policy 
administrative expenses for all insurance and annuity policies in force with the Company. The Appointed 
Actuaries of the Company's subsidiary companies are responsible for determining the amount of the 
liabilities to make appropriate provisions for the Company's obligations to policyholders. The Appointed 
Actuaries determine the liabilities for insurance contracts using generally accepted actuarial practices, 
according to the standards established by the Canadian Institute of Actuaries. The valuation uses the 
Canadian Asset Liability Method. This method involves the projection of future events in order to determine 
the amount of assets that must be set aside currently to provide for all future obligations and involves a 
significant amount of judgment. 

In the computation of insurance contract liabilities, valuation assumptions have been made regarding rates 
of mortality/morbidity, investment returns, levels of operating expenses, rates of policy termination and rates 
of utilization of elective policy options or provisions. The valuation assumptions use best estimates of future 
experience together with a margin for adverse deviation. These margins are necessary to provide for 
possibilities of mis-estimation and/or future deterioration in the best estimate assumptions and provide 
reasonable assurance that insurance contract liabilities cover a range of possible outcomes.  Margins are 
reviewed periodically for continued appropriateness.  

Investment contract liabilities are measured at fair value determined using discounted cash flows utilizing 
the yield curves of financial instruments with similar cash flow characteristics. 

(t) Deferred Income Reserves 

Included in other liabilities are deferred income reserves relating to investment contracts. These are 
amortized on a straight-line basis to recognize the initial policy fees over the policy term, not to exceed 20 
years. 
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(u) Participating Account 

The shareholder portion of participating earnings represents, as restricted by law, a portion of net earnings 
before policyholder dividends of the participating account. The actual payment of the shareholder portion of 
participating earnings is legally determined as a percentage of policyholder dividends paid. The participating 
operations and the participating balance sheets are presented as combined or consolidated in the 
operations in the Company’s financial statements. 

The Canada Life participating account is comprised of two main subdivisions. The liabilities for participating 
policies issued or assumed by Canada Life prior to demutualization are held in closed block sub-accounts. 
These liabilities for guaranteed and other non-guaranteed benefits are determined using best estimate 
assumptions. If at any time the value of the assets allocated to these policies were, in the opinion of the 
Appointed Actuary, less than the assets required in the long term to support the liabilities of these policies 
and the future reasonable expectations of the policyholders, assets having a sufficient value to rectify the 
situation would be transferred first from the additional ancillary sub-accounts maintained in the participating 
account for this purpose and then, if the deficiency is expected to be permanent, from the shareholder 
account. Any such transfers from the shareholder account would be recorded as an expense to shareholder 
net earnings. 

The second main subdivision comprises the open block sub-accounts containing all liabilities in respect of 
new participating policies issued on or after demutualization. On demutualization, $50 of seed capital was 
transferred from shareholder surplus to the participating account. The seed capital amount, together with a 
reasonable rate of return, may be transferred to the shareholder account if the seed capital is no longer 
required to support the new participating policies. Transfers of seed capital to the shareholder account 
would be returns of capital and would be recorded as adjustments to shareholder surplus. A reasonable rate 
of return on seed capital will be recognized as income in the shareholder account and as an expense in the 
participating account when paid. To date all seed capital has been repaid except for $20 (U.S. $15). 

(v) Income Taxes 

The income tax expense for the period represents the sum of current income tax and deferred income tax.  
Income tax is recognized as an expense or income in profit or loss except to the extent that it relates to 
items that are recognized outside profit or loss (whether in other comprehensive income or directly in 
equity), in which case the income tax is also recognized outside profit or loss. 

Current Income Tax 
Current income tax is based on taxable income for the year. Current income tax liabilities (assets) for the 
current and prior periods are measured at the amount expected to be paid to (recovered from) the taxation 
authorities using the tax rates that have been enacted or substantively enacted at the balance sheet date in 
each respective jurisdiction. Current income tax assets and current income tax liabilities are offset if a 
legally enforceable right exists to offset the recognized amounts and the entity intends either to settle on a 
net basis, or to realize the assets and settle the liabilities simultaneously. 

A provision for tax treatment uncertainties which meet the probable threshold for recognition is measured 
using either the most likely amount or the expected value, depending upon which method provides the 
better prediction of the resolution of the uncertainty. The provision for tax uncertainties will be classified as 
current or deferred based on how a disallowance of the underlying uncertain tax treatment would impact the 
tax provision accrual as of the balance sheet date. 
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Deferred Income Tax 
Deferred income tax is the tax expected to be payable or recoverable on differences arising between the 
carrying amounts of assets and liabilities in the consolidated financial statements and the corresponding tax 
bases used in the computation of taxable income and is accounted for using the balance sheet liability 
method. Deferred income tax liabilities are generally recognized for all taxable temporary differences and 
deferred income tax assets are recognized to the extent that it is probable that taxable profits will be 
available against which deductible temporary differences, unused tax losses and carryforwards can be 
utilized. 

Recognition is based on the fact that it is probable that the entity will have taxable profits and/or tax 
planning opportunities available to allow the deferred income tax asset to be utilized. Changes in 
circumstances in future periods may adversely impact the assessment of the recoverability. The uncertainty 
of the recoverability is taken into account in establishing the deferred income tax assets. The Company's 
annual financial planning process provides a significant basis for the measurement of deferred income tax 
assets. 

Deferred income tax assets and liabilities are measured at the tax rates expected to apply in the year when 
the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or 
substantively enacted at the balance sheet date. Deferred income tax assets and deferred income tax 
liabilities are offset if a legally enforceable right exists to net current income tax assets against current 
income tax liabilities and the deferred income taxes relate to the same taxable entity and the same taxation 
authority. 

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to 
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the 
deferred income tax asset to be utilized. Unrecognized deferred income tax assets are reassessed at each 
balance sheet date and are recognized to the extent that it has become probable that future taxable profit 
will allow the deferred income tax asset to be recovered. 

Deferred income tax liabilities are recognized for taxable temporary differences arising on investments in 
subsidiaries and associates, except where the group controls the timing of the reversal of the temporary 
difference and it is probable that the temporary differences will not reverse in the foreseeable future. 

(w) Policyholder Benefits 

Policyholder benefits include benefits and claims on life insurance contracts, maturity payments, annuity 
payments and surrenders. Gross benefits and claims for life insurance contracts include the cost of all 
claims arising during the year and settlement of claims. Death claims and surrenders are recorded on the 
basis of notifications received. Maturities and annuity payments are recorded when due. 

(x) Pension Plans and Other Post-Employment Benefits 

The Company and its subsidiaries maintain contributory and non-contributory defined benefit pension plans 
for eligible employees and advisors. The Company and its subsidiaries also provide post-employment 
health, dental and life insurance benefits to eligible employees, advisors and their dependents. 

The present value of the defined benefit obligations and the related current service cost is determined using 
the projected unit credit method (note 23). Pension plan assets are recorded at fair value. 

For the Company and its subsidiaries defined benefit plans, service costs and net interest costs are 
recognized in the Consolidated Statements of Earnings. Service costs include current service cost, 
administration expenses, past service costs and the impact of curtailments and settlements. To determine 
the net interest costs (income) recognized in the Consolidated Statements of Earnings, the Company 
applies a discount rate to the net benefit liability (asset), where the discount rate is determined by reference 
to market yields at the beginning of the year on high quality corporate bonds.
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For the Company and its subsidiaries defined benefit plans, re-measurements of the net defined benefit 
liability (asset) due to asset returns less (greater) than interest income, actuarial losses (gains) and changes 
in the asset ceiling are recognized in the Consolidated Statements of Comprehensive Income. 

The Company and its subsidiaries also maintain defined contribution pension plans for eligible employees 
and advisors. For the Company and its subsidiaries defined contribution plans, the current service costs are 
recognized in the Consolidated Statements of Earnings. 

(y) Equity 

Financial instruments issued by the Company are classified as share capital if they represent a residual 
interest in the assets of the Company. Preferred share capital is classified as equity if it is non-redeemable, 
or retractable only at the Company’s option and any dividends are discretionary. Incremental costs that are 
directly attributable to the issue of share capital are recognized as a deduction from equity, net of income 
tax. 

Contributed surplus represents the vesting expense on unexercised equity instruments under share-based 
payment plans.  

Accumulated other comprehensive income (loss) represents the total of the unrealized foreign exchange 
gains (losses) on translation of foreign operations, the unrealized gains (losses) on available-for-sale 
assets, the unrealized gains (losses) on cash flow hedges, the re-measurements on defined benefit pension 
and other post-employment benefit plans net of tax and the revaluation surplus on transfer to investment 
properties, where applicable. 

Non-controlling interests in subsidiaries represents the proportion of equity that is attributable to minority 
shareholders. 

Participating account surplus represents the proportion of equity attributable to the participating account of 
the Company and its subsidiaries. 

(z) Share-Based Payments 

Lifeco has a stock option plan that provides for the granting of options on common shares of Lifeco to 
certain officers and employees of Lifeco and its affiliates. 

The Company follows the fair value based method of accounting for the valuation of compensation expense 
for shares and share options granted to employees under its stock option plans (note 22). This share-based 
payment expense is recognized in operating and administrative expenses in the Consolidated Statements 
of Earnings and as an increase to contributed surplus over the vesting period of the granted options. 

The Company and certain of its affiliates have Deferred Share Unit Plans (DSU Plans) in which the 
Directors and certain employees of the Company participate. Units issued to Directors under the DSU Plans 
vest when granted. Units issued to certain employees under the DSU Plans primarily vest over a three year 
period. The Company recognizes an increase in operating and administrative expenses for the units 
granted under the DSU Plans. The Company recognizes a liability for units granted under the DSU Plans 
which is remeasured at each reporting period based on the market value of Lifeco’s common shares. 

Certain employees of the Company are entitled to participate in the Performance Share Unit Plan (PSU 
Plan). Units issued under the PSU Plan vest over a three year period. The Company uses the fair value 
method to recognize compensation expense for the units granted under the plan over the vesting period 
with a corresponding increase in the liability based on the market value of Lifeco's common shares. 

The Company has an Employee Share Ownership Program (ESOP) where, subject to certain conditions 
being met, the Company will match contributions up to a maximum amount to purchase Lifeco common 
shares.  The Company’s contributions are expensed within operating and administrative expenses as 
incurred. 



2. Basis of Presentation and Summary of Accounting Policies (cont'd) 

21

(aa) Leases 

Where the Company is the lessee, a right-of-use asset and a lease liability are recognized on the 
Consolidated Balance Sheets as at the lease commencement date. 

Right-of-use assets are initially measured based on the initial amount of lease liability adjusted for any lease 
payments made at or before the commencement date, plus any initial direct costs incurred and an estimate 
of costs to dismantle and remove the underlying asset or to restore the underlying asset or the site on which 
it is located, less any lease incentive received. Right-of-use assets are included within other assets with the 
exception of right-of-use assets which meet the definition of investment property which are presented within 
investment properties and subject to the Company's associated accounting policy. Right-of-use assets 
presented within other assets are depreciated to the earlier of the useful life of the right-of-use asset or the 
lease term using the straight-line method. Depreciation expense on right-of-use assets is included within 
operating and administrative expenses. 

Lease liabilities are initially measured at the present value of the lease payments that are not paid at the 
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily 
determined, the Company shall use the lessee's incremental borrowing rate. Generally, the Company uses 
the lessee's incremental borrowing rate as its discount rate. The lease liability is measured at amortized 
cost using the effective interest method and is included within other liabilities. Interest expense on lease 
liabilities is included within operating and administrative expenses. 

The Company has elected to apply a practical expedient not to recognize right-of-use assets and lease 
liabilities for short-term leases that have a lease term of 12 months or less and leases of low-value assets. 

Where the Company is the lessor under an operating lease for its investment property, the assets subject to 
the lease arrangement are presented within the Consolidated Balance Sheets. Income from these leases is 
recognized in the Consolidated Statements of Earnings on a straight-line basis over the lease term. 

Investments in a lease that transfers substantially all the risks and rewards of ownership to the lessee are 
classified as a finance lease. The Company is the lessor under a finance lease and the investment is 
recognized as a receivable at an amount equal to the net investment in the lease, which is represented as 
the present value of the minimum lease payments due from the lessee and is presented within the 
Consolidated Balance Sheets. Payments received from the lessee are apportioned between the recognition 
of finance lease income and the reduction of the finance lease receivable. Income from the finance leases 
is recognized in the Consolidated Statements of Earnings at a constant periodic rate of return on the 
Company’s net investment in the finance lease. 

(ab) Operating Segments 

Operating segments have been identified based on internal reports that are regularly reviewed by the 
Company’s Chief Executive Officer to allocate resources and assess performance of segments and for 
which discrete financial information is available. The Company’s operating segments are the participating 
and shareholder operations of the Company. The business units within these segments are Canada, 
Europe, Capital and Risk Solutions, and Corporate. The Canada business unit comprises the Individual 
Customer and Group Customer business units. The Europe business unit comprises United Kingdom, 
Ireland, and Germany. Reinsurance is reported in the Capital and Risk Solutions business unit. The 
Corporate business unit represents activities and transactions that are not directly attributable to the 
measurement of the operating business units of the Company.
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(ac) Future Accounting Policies 

The Company actively monitors changes in IFRS, both proposed and released, by the IASB for potential 
impact on the Company. The following sets out significant standards that will be adopted on January 1, 
2023: 

IFRS 17 - Insurance Contracts (IFRS 17), and IFRS 9 - Financial Instruments (IFRS 9) 

IFRS 17 will replace IFRS 4, effective January 1, 2023. 

IFRS 17 sets out the requirements for the recognition, measurement, presentation and disclosures of 
insurance contracts a company issues, reinsurance contracts it holds, and investment contracts with 
discretionary participation features issued. Under IFRS 17, the Company will: 

• Identify insurance contracts as arrangements where the Company accepts significant insurance risk 
from another party (the policyholder) by agreeing to compensate the policyholder or beneficiary of the 
contract for specified uncertain future events that adversely affect the policyholder and whose amount 
and timing is unknown. 

• Separately account for specified embedded derivatives, distinct investment components, and distinct 
non-insurance goods and services from insurance contracts. 

• Identify portfolios of insurance contracts, which comprises contracts that are subject to similar risks and 
managed together. Portfolios are further divided based on expected profitability at inception. At a 
minimum, each portfolio of insurance contracts issued shall be divided into the following groups: 

• Contracts that are onerous at initial recognition; 
• Contracts that at initial recognition have no significant possibility of becoming onerous 

subsequently; and 
• Any of the remaining contracts in the portfolio. 

• Apply the three measurement models introduced by IFRS 17 as further described below: 

General Measurement Model (GMM) 

The Company applies this model to its medium to long-term insurance products, such as individual 
protection, payout annuities, and longevity swaps.  

Under this model, the Company will measure insurance contract liabilities on the balance sheet as the 
total of: 

a. The fulfilment cash flows (FCF) – the current estimates of amounts that a company expects to 
collect (e.g. premiums) and pay out (e.g. claims, benefits, expenses), including adjustments for 
the timing and the financial and non-financial risks of those amounts; and 

b. The contractual service margin (CSM) – unearned profit for providing insurance coverage, 
which is subsequently recognized into profit or loss over time as the insurance services are 
provided. 

At the end of each period, the Company will recalculate the FCF and CSM, with the CSM subject to 
adjustments for interest accretion and certain changes to FCF relating to future service.   

Premium Allocation Approach (PAA) 

The Company applies this model to its short-term insurance products, such as group life and health. 

This simplified model can be used when the contract boundary is less than one year or the approach is 
expected to produce a similar liability amount as under the GMM. Under the PAA, the Company is 
exempted from calculating and explicitly accounting for the CSM.  Instead the liability is set as the 
premiums received less acquisition expenses, premium revenue recognized, and amounts transferred 
to fund incurred claims.
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Variable Fee Approach (VFA) 

The Company applies this model to contracts with direct participating features such as participating 
insurance and segregated fund business with insurance guarantees, where an investment return is 
provided to the policyholder based on a defined pool of items (e.g. a portfolio of assets).  

Similar to the GMM, the VFA initially measures the insurance contract liabilities as the FCF plus CSM. 
Subsequently, the Company will recalculate the FCF and CSM, with the latter reflecting changes in the 
Company’s share of the pool of items (e.g. future fees and guarantee costs) and certain changes to 
FCF relating to future service. 

A group of insurance contracts issued is considered onerous when the measurement leads to a negative 
CSM either at issue or when subsequently measured. In this case, the CSM is not allowed to decrease 
below zero and a loss component is tracked. 

The measurement of reinsurance contracts held is similar to insurance contracts issued with the following 
key differences: the CSM can be positive or negative, and the VFA measurement model cannot be used. 

On transition to IFRS 17, the Company will apply the full retrospective approach to all identified insurance 
contracts unless it is impracticable to do so. When impracticable, the fair value approach will be applied. 

The fair value approach calculates the CSM or loss component of the liability for remaining coverage as the 
difference between the fair value of a group of insurance contracts at the date of transition and the FCF 
measured at that date. 

In addition, IFRS 9 will replace IAS 39, effective January 1, 2023. The standard provides changes to 
financial instruments accounting for the following: 

• Classification and measurement of financial instruments based on a business model approach for 
managing financial assets and the contractual cash flow characteristics of the financial asset. All 
financial assets are measured as Fair Value Through Profit or Loss (FVTPL), Fair Value Through Other 
Comprehensive Income (FVOCI), or amortized cost; 

• Allowances for credit losses (ACL) are based on an Expected Credit Loss (ECL) model for all financial 
assets, except for financial assets classified or designated as FVTPL and equity securities designated 
as FVOCI. Under the ECL model, a loss allowance is recognized and maintained equal to 12 months of 
expected credit losses upon initial recognition. If credit risk subsequently increases significantly, or an 
asset becomes credit-impaired, the loss allowance is increased to cover full, lifetime expected credit 
losses. Changes in the required loss allowance will be recorded in net investment income in the 
Consolidated Statements of Earnings; and 

• Hedge accounting that incorporates the risk management practices of an entity, which will not have a 
material impact to the Company. 

The current disclosure for the measurement and classification of the Company's portfolio investments (note 
6) provides most of the information required by IFRS 9. 

The Company’s date of initial application of IFRS 9 is January 1, 2023 and the Company anticipates 
electing the option of presenting comparative information about a financial asset as if the classification and 
measurement requirements of IFRS 9 had been applied to that financial asset in the comparative period, as 
permitted by the amendment to IFRS 17 published by the IASB in December 2021. IFRS 9 includes an 
accounting policy choice to retain the IAS 39 requirements for hedge accounting, which the Company is 
currently evaluating.
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The expected quantitative impact of transitioning to IFRS 17 and IFRS 9 is illustrated in the opening 
balance sheet reconciliation table below. 

Balance Sheet 
Condensed View 

As Reported 
 IFRS 4 
 IAS 39 

 Dec. 31, 2021 

Asset /  
 Liability 

 Reclassification IFRS 9 IFRS 17 
Income 

 Tax 

Restated 
 IFRS 17 & 9 

 Balance Sheet 
 Jan. 1, 2022 

Assets 

Bonds $ 101,329 $ — $ 1,841 $ — $ — $ 103,170 
Mortgage loans 23,113 — 428 — — 23,541 
Stocks 13,252 16 — — — 13,268 

Other assets impacted by IFRS 17 & 9 33,154 (15,814) — 1,299 211 18,850 

Other assets not impacted by IFRS 17 & 9 15,056 — — — — 15,056 

Investments on account of segregated 
fund policyholders 240,500 — — — — 240,500 

Total assets $ 426,404 $ (15,798) $ 2,269 $ 1,299 $ 211 $ 414,385 

Liabilities 

Insurance contract liabilities $ 148,884 $ (16,473) $ — $ 6,850 $ — $ 139,261 
Investment contract liabilities 1,646 2,874 — — — 4,520 

Other liabilities impacted by IFRS 17 & 9 8,035 (2,267) — — (304) 5,464 

Other liabilities not impacted by 
IFRS 17 & 9 2,910 — — — — 2,910 

Investments and insurance contracts on 
account of segregated fund policyholders 240,500 (240,500) — — — — 

Insurance contracts on account of 
segregated fund policyholders — 50,831 — — — 50,831 

Investment contracts on account of 
segregated fund policyholders — 189,669 — — — 189,669 

Total liabilities 401,975 (15,866) — 6,850 (304) 392,655 

Total equity 24,429 68 2,269 (5,551) 515 21,730 
Total liabilities and equity $ 426,404 $ (15,798) $ 2,269 $ 1,299 $ 211 $ 414,385 

The adoption of IFRS 17 and IFRS 9 is expected to result in an overall reduction of total assets of 
approximately $12.0 billion, total liabilities of $9.3 billion, and total equity of approximately $2.7 billion to the 
transition balance sheet as at January 1, 2022. 

Asset and liability reclassifications were primarily driven by changes to the groupings of certain assets and 
liabilities, reclassifications of certain insurance contract liabilities to investment contract liabilities, and 
presenting liabilities on account of segregated fund policyholders separately between insurance and 
investment contract liabilities. IFRS 9 adjustments primarily relate to a change in designation of certain 
loans and receivables held at amortized cost under IAS 39 to FVTPL under IFRS 9.  IFRS 17 adjustments 
primarily relate to the establishment of the CSM partially offset by the removal of provisions no longer 
required under IFRS 17. 

These impacts are based on the assessments undertaken to date. The exact financial impacts of the 
accounting changes of adopting IFRS 17 and IFRS 9 may be revised as further analysis is completed prior 
to presentation of financial information for periods including the date of initial application. The Company 
expects to be in a position to issue further guidance on the impact of adopting IFRS 17 and IFRS 9 in 



2. Basis of Presentation and Summary of Accounting Policies (cont'd)

25

conjunction with the first quarterly report to shareholders for the financial year commencing January 1, 
2023. 

Standard Summary of Other Future Changes 
IAS 1 – Presentation of Financial 
Statements 

In February 2021, the IASB published Disclosure of Accounting Policies, 
amendments to IAS 1, Presentation of Financial Statements. The 
amendments clarify how an entity determines whether accounting policy 
information is material. 

These amendments are effective for annual reporting periods beginning 
on or after January 1, 2023, with earlier application permitted. The 
Company does not anticipate a significant impact on its consolidated 
financial statements as a result of these amendments. 

IAS 8 – Accounting Policies, 
Changes in Accounting 
Estimates and Errors 

In February 2021, the IASB published Definition of Accounting 
Estimates, amendments to IAS 8, Accounting Policies, Changes in 
Accounting Estimates and Errors. The amendments clarify the 
difference between an accounting policy and an accounting estimate. 

These amendments are effective for annual reporting periods beginning 
on or after January 1, 2023, with earlier application permitted. The 
Company does not anticipate a significant impact on its consolidated 
financial statements as a result of these amendments. 

IAS 12 – Income Taxes In May 2021, the IASB published Deferred Tax Related to Assets and 
Liabilities from a Single Transaction, amendments to IAS 12, Income 
Taxes. The amendments clarify that for transactions in which both 
deductible and taxable temporary differences arise on initial recognition 
that result in deferred tax assets and liabilities of the same amount, 
deferred tax assets and liabilities are to be recognized. 

These amendments are effective for annual reporting periods beginning 
on or after January 1, 2023, with earlier application permitted. The 
Company does not anticipate a significant impact on its consolidated 
financial statements as a result of these amendments. 

IFRS 16 – Leases In September 2022, the IASB published Lease Liability in a Sale and 
Leaseback, amendments to IFRS 16, Leases. The amendments clarify 
that in a sale and leaseback transaction, the seller-lessee subsequent 
measurement of the lease liability arising from a leaseback does not 
recognize any amount of gain or loss related to the right of use it 
retains. 

These amendments are effective for annual reporting periods beginning 
on or after January 1, 2024 with earlier application permitted. The 
Company does not anticipate a significant impact on its consolidated 
financial statements as a result of these amendments.
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3. Business Acquisition 

Acquisition of Ark Life Assurance Company 

On November 1, 2021, Irish Life, an indirect wholly-owned subsidiary of the Company, completed the 
acquisition of Ark Life Assurance Company dac (Ark Life) from Phoenix Group Holdings plc for total cash 
consideration of $332 (€230). Ark Life is closed to new business and manages a range of pensions, savings 
and protection policies for its customers in the Irish market. 

During the fourth quarter of 2022, the Company completed its comprehensive evaluation of the fair value of the 
net assets acquired from Ark Life, and the purchase price allocation. 

Initial goodwill presented in the Company’s December 31, 2021 consolidated financial statements of $21 (€15), 
was adjusted upon the completion of the purchase price allocation. An excess of the fair value of the net assets 
acquired over the purchase price of $20 (€14) was recognized in the Consolidated Statements of Earnings as 
regular net investment income and is non-taxable. Adjustments were made to the provisional amounts disclosed 
in the Company’s December 31, 2021 consolidated financial statements for the recognition and measurement of 
intangible assets and liabilities assumed. Intangible assets recognized include customer contracts of $48 (€34), 
which have accumulated amortization of $4 (€3) as at December 31, 2022. 

Comparative information in the Company’s consolidated financial statements has not been restated. 

The Company determined the fair value of the intangible assets using valuation techniques that incorporate 
projections of discounted cash flows by applying judgments and estimates for forecasted revenues, renewal 
expenses, and discount rates. 

The amounts assigned to the assets acquired, goodwill and liabilities assumed on November 1, 2021, reported 
as at December 31, 2022 are as follows: 

Assets acquired and goodwill 
Cash and cash equivalents $ 17 
Bonds 333 
Intangible assets 48 
Reinsurance assets 1,238 
Premiums in the course of collection, accounts and interest receivable 89 
Investments on account of segregated fund policyholders 2,844 

Total assets acquired and goodwill $ 4,569 

Liabilities assumed 
Insurance contract liabilities $ 1,257 
Investment contract liabilities 43 
Other liabilities 62 
Deferred tax liabilities 11 
Investment and insurance contracts on account of segregated fund policyholders 2,844 

Total liabilities assumed $ 4,217 
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The following provides the change in the carrying value of goodwill from December 31, 2021 to December 31, 
2022: 

Goodwill previously reported at December 31, 2021 $ 21 
Recognition and measurement of intangible assets (48) 
Recognition of deferred tax liabilities on intangible assets and other measurement period 
adjustments 7 

Excess of the fair value of the net assets acquired over the purchase price at 
 December 31, 2022 $ (20) 

During the fourth quarter of 2022, Ark Life Assurance Company dac changed its legal name to Irish Life Ark 
Dublin dac. 

4. Restructuring 

Canada Restructuring 

At December 31, 2022, the Company has a restructuring provision of $14 ($56 at December 31, 2021) 
remaining in other liabilities. The change in the restructuring provision for the Canada restructuring is set out 
below: 

2022 2021 

Balance, beginning of year $ 56 $ 86 
Amounts used (42) (30) 
Balance, end of year $ 14 $ 56 

The Company expects to utilize a significant portion of these amounts during 2023. 

5. Cash and Cash Equivalents 

2022 2021 

Cash $ 2,250 $ 1,931 
Short-term deposits 1,511 1,340 
Total $ 3,761 $ 3,271 

At December 31, 2022, cash and short-term deposits of $323 were restricted for use by the Company ($209 at 
December 31, 2021) in respect of cash held in trust for reinsurance agreements or with regulatory authorities, 
cash held under certain indemnity arrangements, client monies held by brokers and cash held in escrow. 
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6. Portfolio Investments 

(a) Carrying values and estimated fair values of portfolio investments are as follows: 

2022 2021 
Carrying 

value 
Fair 

value 
Carrying 

value 
Fair 

value 
Bonds 
Designated fair value through profit or loss 1 $ 61,013 $ 61,013 $ 75,352 $ 75,352 
Classified fair value through profit or loss 1 69 69 137 137 
Available-for-sale 9,023 9,023 9,492 9,492 
Loans and receivables 17,709 15,839 16,348 18,189 

87,814 85,944 101,329 103,170 
Mortgage loans 
Residential 

Designated fair value through profit or loss 1 3,125 3,125 2,609 2,609 
Available-for-sale 240 240 — — 
Loans and receivables 7,728 7,171 7,309 7,550 

11,093 10,536 9,918 10,159 
Commercial 12,919 11,685 13,195 13,681 

24,012 22,221 23,113 23,840 
Stocks 
Designated fair value through profit or loss 1 12,110 12,110 12,754 12,754 
Available-for-sale 18 18 16 16 

2 Available-for-sale, at cost 8 8 8 8 
Equity method 527 499 474 526 

12,663 12,635 13,252 13,304 
Investment properties 8,315 8,315 7,759 7,759 
Total $ 132,804 $ 129,115 $ 145,453 $ 148,073 

1 Under IAS 39, a financial asset is designated as fair value through profit or loss on initial recognition if it 
eliminates or significantly reduces an accounting mismatch. Changes in the fair value of financial assets 
designated as fair value through profit or loss are generally offset by changes in insurance contract 
liabilities, since the measurement of insurance contract liabilities is determined with reference to the 
assets supporting the liabilities. 
A financial asset is classified as fair value through profit or loss on initial recognition if it is part of a 
portfolio that is actively traded for the purpose of earning investment income. 

2 Fair value cannot be reliably measured, therefore the investments are held at cost. 
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(b) Carrying value of bonds and mortgages by term to maturity are as follows: 

2022 
Term to maturity 

Total 
1 year 
or less 

Over 1 year 
to 5 years 

Over 5 
years 

Bonds 1 $ 8,665 $ 20,114 $ 59,001 $ 87,780 
Mortgage loans 2 1,622 9,641 12,738 24,001 
Total $ 10,287 $ 29,755 $ 71,739 $ 111,781 

1 Excludes the carrying value of impaired bonds as the ultimate timing of collectability is uncertain. 
2 Excludes the carrying value of impaired mortgage loans as the ultimate timing of collectability is 

uncertain. Mortgage loans include equity release mortgages which do not have a fixed redemption date. 
The maturity profile of the portfolio has therefore been estimated based on previous redemption 
experience. 

2021 
Term to maturity 

Total 
1 year 
or less 

Over 1 year 
to 5 years 

Over 5 
years 

Bonds 1 $ 8,144 $ 20,077 $ 73,102 $ 101,323 
Mortgage loans 2 1,667 8,623 12,752 23,042 
Total $ 9,811 $ 28,700 $ 85,854 $ 124,365 

(c) Certain stocks where equity method earnings are computed are discussed below: 

A significant amount of the Company's equity method investments relate to the Company’s investment in an 
affiliated company, IGM, a member of the Power Corporation group of companies, over which it exerts 
significant influence but does not control. The Company's proportionate share of IGM's earnings is recorded 
in net investment income in the Consolidated Statements of Earnings. The Company owns 9,200,448 
shares of IGM at December 31, 2022 (9,200,448 at December 31, 2021) representing a 3.87% ownership 
interest (3.85% at December 31, 2021). The Company uses the equity method to account for its investment 
in IGM as it exercises significant influence. Significant influence arises from several factors, including, but 
not limited to the following: common control of the Company and IGM by Power Corporation, shared 
representation on the Boards of Directors of the Company and IGM, interchange of managerial personnel, 
certain shared strategic alliances, significant intercompany transactions and service agreements that 
influence the financial and operating policies of both companies. 

2022 2021 

Carrying value, beginning of year $ 366 $ 354 
Equity method share of IGM net earnings 30 33 
Dividends received (21) (21) 
Carrying value, end of year $ 375 $ 366 
Share of equity, end of year $ 237 $ 243 
Fair value, end of year $ 347 $ 418 
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The Company and IGM both have a year-end date of December 31. The Company's year-end results are 
approved and reported before IGM publicly reports its financial result; therefore, the Company reports IGM's 
financial information by estimating the amount of earnings attributable to the Company, based on prior 
quarter information as well as other market expectations, to complete equity method accounting. The 
difference between actual and estimated results is reflected in the subsequent quarter and is not material to 
the Company's consolidated financial statements. 

IGM's financial information as at December 31, 2022 can be obtained in its publicly available information. 

(d) Included in portfolio investments are the following: 

(i) Carrying amount of impaired investments 

2022 2021 
Impaired amounts by classification 

Fair value through profit or loss $ 5 $ 6 
Loans and receivables 40 71 

Total $ 45 $ 77 

The carrying amount of impaired investments includes $34 bonds and $11 mortgage loans at 
December 31, 2022 ($6 bonds and $71 mortgage loans at December 31, 2021). The above carrying 
values for loans and receivables are net of allowances of $16 at December 31, 2022 and $28 at 
December 31, 2021. 

(ii) The allowance for credit losses and changes in the allowance for credit losses related to investments 
classified as loans and receivables are as follows: 

2022 2021 

Bonds 
Mortgage 

loans Total Bonds 
Mortgage 

loans Total 

Balance, beginning 
of year $ — $ 28 $ 28 $ — $ 57 $ 57 

Net provision for 
credit losses - in 
year — 24 24 — 30 30 

Write-offs, net of 
recoveries — (36) (36) — (59) (59) 

Balance, end of 
year $ — $ 16 $ 16 $ — $ 28 $ 28 

The allowance for credit losses is supplemented by the provision for future credit losses included in 
insurance contract liabilities.
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(e) Net investment income comprises the following: 

2022 

Bonds 
Mortgage 

loans Stocks 
Investment 
properties Other Total 

Regular net investment income: 
Investment income earned $ 3,327 $ 756 $ 358 $ 457 $ 436 $ 5,334 
Net realized gains (losses) 

Available-for-sale (69) — — — — (69) 
Other classifications 2  11 — — — 13 

Net allowances for credit losses 
on loans and receivables — (24) — — — (24) 

Other income (expenses) — —  — (153) (203) (356) 
3,260 743 358 304 233 4,898 

Changes in fair value through profit 
or loss assets: 
Classified fair value through 

profit or loss — — — — — — 
Designated fair value through 

profit or loss (14,883) (639) (590) — 143 (15,969) 
Recorded at fair value through 

profit or loss — — — (42) — (42) 
(14,883) (639) (590) (42) 143 (16,011) 

Total $ (11,623) $ 104 $ (232) $ 262 $ 376 $ (11,113) 

2021 

Bonds 
Mortgage 

loans Stocks 
Investment 
properties Other Total 

Regular net investment income: 
Investment income earned $ 2,915 $ 744 $ 355 $ 422 $ 345 $ 4,781 
Net realized gains 

Available-for-sale 8 — 8 — — 16 
Other classifications 4 45 7 — — 56 

Net allowances for credit losses 
on loans and receivables — (30) — — — (30) 

Other income (expenses) — —  — (145) (176) (321) 
2,927 759 370 277 169 4,502 

Changes in fair value through profit 
or loss assets: 
Classified fair value through 

profit or loss (102) — — — — (102) 
Designated fair value through 

profit or loss (3,782) (121) 2,110 — 40 (1,753) 
Recorded at fair value through 

profit or loss — — — 615 — 615 
(3,884) (121) 2,110 615 40 (1,240) 

Total $ (957) $ 638 $ 2,480 $ 892 $ 209 $ 3,262 
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Investment income earned comprises income from investments that are classified as available-for-sale, 
loans and receivables and investments classified or designated as fair value through profit or loss. 
Investment income from bonds and mortgages includes interest income and premium and discount 
amortization. Income from stocks includes dividends, distributions from private equity and equity income 
from the investment in IGM. Investment properties income includes rental income earned on investment 
properties, ground rent income earned on leased and sub-leased land, fee recoveries, lease cancellation 
income, and interest and other investment income earned on investment properties. Other income includes 
policyholder loan income, foreign exchange gains and losses, income earned from derivative financial 
instruments and other miscellaneous income. 

(f) Transferred Financial Assets 

The Company engages in securities lending to generate additional income. The Company’s securities 
custodians are used as lending agents. Collateral, which exceeds the fair value of the loaned securities, is 
deposited by the borrower with the Company's lending agent and maintained by the lending agent until the 
underlying security has been returned. The fair value of the loaned securities is monitored on a daily basis 
by the lending agent who obtains or refunds additional collateral as the fair value of the loaned securities 
fluctuates. In addition, the securities lending agent indemnifies the Company against borrower risk, meaning 
that the lending agent agrees contractually to replace securities not returned due to a borrower default. As 
at December 31, 2022, the Company had loaned securities (which are included in invested assets) with a 
fair value of $9,369 ($10,362 at December 31, 2021). 

7. Funds Held by Ceding Insurers 

At December 31, 2022, the Company had amounts on deposit of $7,041 ($7,555 at December 31, 2021) for 
funds held by ceding insurers on the Consolidated Balance Sheets. Income and expenses arising from the 
agreements are included in net investment income in the Consolidated Statements of Earnings. 

The details of the funds on deposit for certain agreements where the Company has credit risk are as follows: 

(a) Carrying values and estimated fair values: 

2022 2021 
Carrying 

value 
Fair 

value 
Carrying 

value 
Fair 

value 

Cash and cash equivalents $ 155 $ 155 $ 158 $ 158 
Bonds 3,623 3,623 5,268 5,268 
Other assets 57 57 59 59 
Total $ 3,835 $ 3,835 $ 5,485 $ 5,485 

Supporting: 
Reinsurance liabilities $ 3,680 $ 3,680 $ 5,267 $ 5,267 
Surplus 155 155 218 218 
Total $ 3,835 $ 3,835 $ 5,485 $ 5,485 
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The following provides details of the carrying value of mortgage loans by business unit: 
2022 

Canada Europe 

Capital 
and Risk 
Solutions Corporate Total 

Single family residential $ 1,856 $ — $ — $ — $ 1,856 
Multi-family residential 4,732 897 40 203 5,872 
Equity release 1,392 1,705 268 — 3,365 
Commercial 9,126 3,503 55 235 12,919 
Total $ 17,106 $ 6,105 $ 363 $ 438 $ 24,012 

2021 

Canada Europe 

Capital 
and Risk 
Solutions Corporate Total 

Single family residential $ 1,979 $ — $ — $ — $ 1,979 
Multi-family residential 4,297 792 38 203 5,330 
Equity release 1,063 1,546 — — 2,609 
Commercial 9,364 3,553 50 228 13,195 
Total $ 16,703 $ 5,891 $ 88 $ 431 $ 23,113 

(iii) Asset Quality 

Bond Portfolio by Credit Rating 
2022 2021 

AAA $ 13,179 $ 14,044 
AA 25,398 31,350 
A 30,088 35,701 
BBB 18,739 19,837 
BB and lower 410 397 
Total $ 87,814 $ 101,329 

Derivative Portfolio by Credit Rating 
2022 2021 

Over-the-counter contracts (counterparty ratings): 
AA $ 522 $ 336 
A 585 245 
Exchange-traded 13 1 
Total $ 1,120 $ 582 
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8. Financial Instruments Risk Management  

The Company has policies relating to the identification, measurement, management, monitoring and reporting of 
risks associated with financial instruments. The key risks related to financial instruments are credit risk, liquidity 
risk and market risk (currency, interest rate and equity). The Risk Committee of the Board of Directors is 
responsible for the oversight of the Company's key risks. 

The following sections describe how the Company manages each of these risks. 

(a) Credit Risk 

Credit risk is the risk of loss resulting from an obligor's potential inability or unwillingness to fully meet its 
contractual obligations. 

The following policies and procedures are in place to manage this risk: 

• Investment and risk policies aim to minimize undue concentration within issuers, connected companies, 
industries or individual geographies. 

• Investment and risk limits specify minimum and maximum limits for each asset class. 
• Identification of credit risk through an internal credit risk rating system which includes a detailed 

assessment of an obligor's creditworthiness.  Internal credit risk ratings cannot be higher than the 
highest rating provided by certain independent ratings companies. 

• Portfolios are monitored continuously, and reviewed regularly with the Risk Committee and the 
Investment Committee of the Board of Directors. 

• Credit risk associated with derivative instruments is evaluated quarterly based on conditions that 
existed at the balance sheet date, using practices that are at least as conservative as those 
recommended by regulators. The Company manages derivative credit risk by including derivative 
exposure to aggregate credit exposures measured against rating based obligor limits and through 
collateral arrangements where possible. 

• Counterparties providing reinsurance to the Company are reviewed for financial soundness as part of 
an ongoing monitoring process. The minimum financial strength of reinsurers is outlined in the 
Reinsurance Risk Management Policy. The Company seeks to minimize reinsurance credit risk by 
setting rating based limits on net ceded exposure by counterparty as well as seeking protection in the 
form of collateral or funds withheld arrangements where possible. 

• Investment guidelines also specify collateral requirements.
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(i) Maximum Exposure to Credit Risk 

The following summarizes the Company’s maximum exposure to credit risk related to financial 
instruments. The maximum credit exposure is the carrying value of the asset net of any allowances for 
losses. 

2022 2021 

Cash and cash equivalents $ 3,761 $ 3,271 
Bonds 

Fair value through profit or loss 61,082 75,489 
Available-for-sale 9,023 9,492 
Loans and receivables 17,709 16,348 

Mortgage loans 24,012 23,113 
Loans to policyholders 3,660 3,480 
Funds held by ceding insurers 1 7,041 7,555 
Reinsurance assets 6,877 8,794 
Interest due and accrued 937 876 
Accounts receivable 2,192 2,042 
Premiums in course of collection 1,696 1,923 
Trading account assets 195 146 
Finance leases receivable 536 433 

2 Other assets 352 344 
Derivative assets 1,120 582 
Total $ 140,193 $ 153,888 

1 Includes $3,835 ($5,485 at December 31, 2021) of funds held by ceding insurers where the 
Company retains the credit risk of the assets supporting the liabilities ceded (note 7). 

2 Includes items such as current income taxes receivable and miscellaneous other assets of the 
Company (note 12). 

Credit risk is also mitigated by entering into collateral agreements. The amount and type of collateral 
required depends on an assessment of the credit risk of the counterparty. Guidelines are implemented 
regarding the acceptability of types of collateral and the valuation parameters. Management monitors 
the value of the collateral, requests additional collateral when needed and performs an impairment 
valuation when applicable. The Company has $378 of collateral received from counterparties as at 
December 31, 2022 ($65 at December 31, 2021) relating to derivative assets. 

(ii) Concentration of Credit Risk 

Concentrations of credit risk arise from exposures to a single obligor, a group of related obligors or 
groups of obligors that have similar credit risk characteristics and operate in the same geographic 
region or in similar industries. The characteristics are similar in that changes in economic or political 
environments may impact their ability to meet obligations as they come due.



8. Financial Instruments Risk Management (cont'd)

36

The following provides details of the carrying value of bonds by issuer, industry sector and business 
unit: 

2022 

Canada Europe 

Capital 
and Risk 
Solutions Corporate Total 

Bonds issued or guaranteed by: 
Treasuries $ 169 $ 7,539 $ 3,222 $ 42 $ 10,972 
Government related 17,054 6,631 373 177 24,235 
Agency securitized 175 — 14 14 203 
Non-agency securitized 2,355 734 119 365 3,573 
Financials 3,625 4,520 959 191 9,295 
Communications 1,008 667 134 27 1,836 
Consumer products 4,352 1,743 965 209 7,269 
Energy 2,277 406 271 91 3,045 
Industrials 2,187 1,250 415 146 3,998 
Technology 848 392 294 11 1,545 
Transportation 3,503 638 122 35 4,298 
Utilities 9,506 3,131 474 366 13,477 
Total long-term bonds 47,059 27,651 7,362 1,674 83,746 
Short-term bonds 2,844 822 401 1 4,068 

Total $ 49,903 $ 28,473 $ 7,763 $ 1,675 $ 87,814 

2021 

Canada Europe 

Capital 
and Risk 
Solutions Corporate Total 

Bonds issued or guaranteed by: 
Treasuries $ 529 $ 10,334 $ 4,735 $ 50 $ 15,648 
Government related 19,501 8,694 349 199 28,743 
Agency securitized 178 — 17 17 212 
Non-agency securitized 2,215 1,149 158 381 3,903 
Financials 3,794 5,748 920 191 10,653 
Communications 1,104 1,032 109 27 2,272 
Consumer products 4,029 2,412 733 209 7,383 
Energy 2,602 482 315 84 3,483 
Industrials 2,092 1,393 345 152 3,982 
Technology 729 411 314 18 1,472 
Transportation 3,674 897 135 56 4,762 
Utilities 9,971 4,480 502 399 15,352 
Total long-term bonds 50,418 37,032 8,632 1,783 97,865 
Short-term bonds 2,618 644 197 5 3,464 

Total $ 53,036 $ 37,676 $ 8,829 $ 1,788 $ 101,329 
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The following provides details of the carrying value of mortgage loans by business unit: 
2022 

Canada Europe 

Capital 
and Risk 
Solutions Corporate Total 

Single family residential $ 1,856 $ — $ — $ — $ 1,856 
Multi-family residential 4,732 897 40 203 5,872 
Equity release 1,392 1,705 268 — 3,365 
Commercial 9,126 3,503 55 235 12,919 
Total $ 17,106 $ 6,105 $ 363 $ 438 $ 24,012 

2021 

Canada Europe 

Capital 
and Risk 
Solutions Corporate Total 

Single family residential $ 1,979 $ — $ — $ — $ 1,979 
Multi-family residential 4,297 792 38 203 5,330 
Equity release 1,063 1,546 — — 2,609 
Commercial 9,364 3,553 50 228 13,195 
Total $ 16,703 $ 5,891 $ 88 $ 431 $ 23,113 

(iii) Asset Quality 

Bond Portfolio by Credit Rating 
2022 2021 

AAA $ 13,179 $ 14,044 
AA 25,398 31,350 
A 30,088 35,701 
BBB 18,739 19,837 
BB and lower 410 397 
Total $ 87,814 $ 101,329 

Derivative Portfolio by Credit Rating 
2022 2021 

Over-the-counter contracts (counterparty ratings): 
AA $ 522 $ 336 
A 585 245 
Exchange-traded 13 1 
Total $ 1,120 $ 582 



(iv) Loans Past Due, But Not Impaired 

Loans that are past due but not considered impaired are loans for which scheduled payments have not 
been received, but management has reasonable assurance of collection of the full amount of principal 
and interest due. The following provides carrying values of the loans past due, but not impaired: 

2022 2021 

Less than 30 days $ 12 $ 27 
30 - 90 days 1 3 
Greater than 90 days 1 7 
Total $ 14 $ 37 

(v) The following outlines the future asset credit losses provided for in insurance contract liabilities.  These 
amounts are in addition to the allowance for asset losses included with assets: 

2022 2021 

Participating $ 1,301 $ 1,344 
Non-participating 995 1,257 
Total $ 2,296 $ 2,601 

(b) Liquidity Risk 

Liquidity risk is the risk that the Company will not be able to meet all cash outflow obligations as they come 
due. The following policies and procedures are in place to manage this risk: 

• The Company closely manages operating liquidity through cash flow matching of assets and liabilities 
and forecasting earned and required yields, to ensure consistency between policyholder requirements 
and the yield of assets. Approximately 59% (approximately 67% in 2021) of insurance and investment 
contract liabilities are non-cashable prior to maturity or claim or subject to fair value adjustments. 

• Management closely monitors the solvency and capital positions of the Company and its principal 
subsidiaries opposite liquidity requirements. Additional liquidity is available through established lines of 
credit or via capital markets. 

In the normal course of business the Company enters into contracts that give rise to commitments of future 
minimum payments that impact short-term and long-term liquidity. The following summarizes the principal 
repayment schedule for certain of the Company’s financial liabilities. 

Payments due by period 

Total 1 year 2 years 3 years 4 years 5 years 
Over 

5 years 
Debentures and other 

debt instruments $ 590 $ — $ — $ — $ — $ — $ 590 
Capital trust securities 1 150 — — — — — 150 
Purchase obligations 126 32 21 20 15 12 26 
Pension contributions 193 193 — — — — — 
Total $ 1,059 $ 225 $ 21 $ 20 $ 15 $ 12 $ 766 

1 Payments due have not been reduced to reflect that the Company held capital trust securities of $37 
principal amount ($44 carrying value). 
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(c) Market Risk 

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a 
result of changes in market factors which include three types: currency risk, interest rate (including related 
inflation) risk and equity risk. 

Caution Related to Risk Sensitivities 
These consolidated financial statements include estimates of sensitivities and risk exposure measures for 
certain risks, such as the sensitivity due to specific changes in interest rate levels projected and market 
prices as at the valuation date. Actual results can differ significantly from these estimates for a variety of 
reasons including: 

• Assessment of the circumstances that led to the scenario may lead to changes in (re)investment 
approaches and interest rate scenarios considered, 

• Changes in actuarial, investment return and future investment activity assumptions, 
• Actual experience differing from the assumptions, 
• Changes in business mix, effective income tax rates and other market factors, 
• Interactions among these factors and assumptions when more than one changes, and 
• The general limitations of the Company's internal models. 

For these reasons, the sensitivities should only be viewed as directional estimates of the underlying 
sensitivities for the respective factors based on the assumptions outlined above. Given the nature of these 
calculations, the Company cannot provide assurance that the actual impact on net earnings attributed to 
shareholders will be as indicated. 

(i) Currency Risk 

Currency risk relates to the Company operating and holding financial instruments in different currencies. 
For the assets backing insurance and investment contract liabilities that are not matched by currency, 
changes in foreign exchange rates can expose the Company to the risk of foreign exchange losses not 
offset by liability decreases. The Company has net investments in foreign operations. The Company’s 
debt obligations are denominated in Canadian dollars and euros. In accordance with IFRS, foreign 
currency translation gains and losses from net investments in foreign operations, net of related hedging 
activities and tax effects, are recorded in accumulated other comprehensive income. Strengthening or 
weakening of the Canadian dollar spot rate compared to the U.S. dollar, British pound and euro spot 
rates impacts the Company’s total equity. Correspondingly, the Company’s book value per share and 
capital ratios monitored by rating agencies are also impacted. 

The following policies and procedures are in place to mitigate the Company’s exposure to currency risk: 

• The Company uses financial measures such as constant currency calculations to monitor the effect 
of currency translation fluctuations. 

• Investments are normally made in the same currency as the liabilities supported by those 
investments. Segmented Investment Guidelines include maximum tolerances for unhedged 
currency mismatch exposures. 

• For assets backing liabilities not matched by currency, the Company would normally convert the 
assets back to the currency of the liability using foreign exchange contracts. 

• A 10% weakening of the Canadian dollar against foreign currencies would be expected to increase 
non-participating insurance and investment contract liabilities and their supporting assets by 
approximately the same amount resulting in an immaterial change to net earnings.  A 10% 
strengthening of the Canadian dollar against foreign currencies would be expected to decrease 
non-participating insurance and investment contract liabilities and their supporting assets by 
approximately the same amount resulting in an immaterial change in net earnings. 
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(ii) Interest Rate Risk 

Interest rate risk exists if asset and liability cash flows are not closely matched and interest rates 
change causing a difference in value between the asset and liability. The following policies and 
procedures are in place to mitigate the Company’s exposure to interest rate risk: 

• The Company utilizes a formal process for managing the matching of assets and liabilities. This 
involves grouping general fund assets and liabilities into segments. Assets in each segment are 
managed in relation to the liabilities in the segment. 

• Interest rate risk is managed by investing in assets that are suitable for the products sold. 
• Where these products have benefit or expense payments that are dependent on inflation (inflation-

indexed annuities, pensions and disability claims) the Company generally invests in real return 
instruments to hedge its real dollar liability cash flows. Some protection against changes in the 
inflation index is achieved as any related change in the fair value of the assets will be largely offset 
by a similar change in the fair value of the liabilities. 

• For products with fixed and highly predictable benefit payments, investments are made in fixed 
income assets or real estate whose cash flows closely match the liability product cash flows. Where 
assets are not available to match certain period cash flows, such as long-tail cash flows, a portion 
of these are invested in equities and the rest are duration matched. Hedging instruments are 
employed where necessary when there is a lack of suitable permanent investments to minimize 
loss exposure to interest rate changes. To the extent these cash flows are matched, protection 
against interest rate change is achieved and any change in the fair value of the assets will be offset 
by a similar change in the fair value of the liabilities. 

• For products with less predictable timing of benefit payments, investments are made in fixed 
income assets with cash flows of a shorter duration than the anticipated timing of benefit payments, 
or equities as described below. 

• The risk associated with the mismatch in portfolio duration and cash flow, asset prepayment 
exposure and the pace of asset acquisition are quantified and reviewed regularly. 

Projected cash flows from the current assets and liabilities are used in the Canadian Asset Liability 
Method to determine insurance contract liabilities. Valuation assumptions have been made regarding 
rates of returns on supporting assets, fixed income, equity and inflation. The valuation assumptions use 
best estimates of future reinvestment rates and inflation assumptions with an assumed correlation 
together with margins for adverse deviation set in accordance with professional standards. These 
margins are necessary to provide for possibilities of misestimation and/or future deterioration in the best 
estimate assumptions and provide reasonable assurance that insurance contract liabilities cover a 
range of possible outcomes. Margins are reviewed periodically for continued appropriateness. 

Projected cash flows from fixed income assets used in actuarial calculations are reduced to provide for 
potential asset default losses. The net effective yield rate reduction averaged 0.10% in 2022 (0.10% in 
2021). The calculation for future credit losses on assets is based on the credit quality of the underlying 
asset portfolio. 

Testing under a number of interest rate scenarios (including increasing, decreasing and fluctuating 
rates) is done to assess reinvestment risk because the Company's sensitivity to interest rate 
movements varies at different terms. 

The total provision for interest rates is sufficient to cover a broader or more severe set of risks than the 
minimum arising from the current Canadian Institute of Actuaries prescribed scenarios. The range of 
interest rates covered by these provisions is set in consideration of long-term historical results and is 
monitored quarterly with a full review annually.



8. Financial Instruments Risk Management (cont'd)

41

The impact to the value of liabilities from an immediate parallel 1% increase or 1% decrease in the 
interest rates would be largely offset by changes in the value of assets supporting the liabilities. Actual 
movements in interest rates may produce different impacts on the value of liabilities, net of changes in 
the value of assets supporting liabilities, depending on the extent of the change in interest rates in 
different geographies and at different durations. An immediate 1% increase in interest rates in Canada 
could lead to an increase in the value of liabilities, net of changes in the value of assets supporting 
liabilities, and a decrease in net earnings, but the impact would not be expected to be material. 

The following table provides information on the impact to the value of liabilities net of changes in the 
value of assets supporting liabilities of an immediate parallel 1% increase or 1% decrease in the interest 
rates as well as a corresponding parallel shift in the ultimate reinvestment rates, as defined in the 
actuarial standards.  

2022 2021 
1% increase 1% decrease 1 1% increase 1% decrease 1 

Change in interest rates 
Increase (decrease) in non-
participating insurance and 
investment contract liabilities $ (92) $ 386 $ (219) $ 678 

Increase (decrease) in net 
earnings $ 79 $ (290) $ 197 $ (555) 

1 For the 1% decrease, initial risk-free yields are floored at zero, wherever risk-free yields are not 
currently negative. 

The earnings sensitivities illustrated in this section represent impacts under the Company's accounting 
policies as at December 31, 2022, including accounting for insurance contracts under IFRS 4 and 
financial instruments under IAS 39. These sensitivities may change on transition to IFRS 17 and IFRS 
9. 

(iii) Equity Risk 

Equity risk is the uncertainty associated with the valuation of assets and liabilities arising from changes 
in equity markets and other pricing risk. To mitigate pricing risk, the Company has investment policy 
guidelines in place that provide for prudent investment in equity markets within clearly defined limits. 
The risks associated with segregated fund guarantees on lifetime Guaranteed Minimum Withdrawal 
Benefits have been mitigated through a hedging program using equity futures, currency forwards, and 
interest rate derivatives. 

Some insurance and investment contract liabilities with long-tail cash-flows are supported by publicly 
traded common stocks and investments in other non-fixed income assets, primarily comprised of 
investment properties, real estate funds, private stocks, and equity release mortgages. The value of the 
liabilities may fluctuate with changes in the value of the supporting assets. The liabilities for other 
products such as segregated fund products with guarantees also fluctuate with equity values. 

There may be additional market and liability impacts as a result of changes in the value of publicly 
traded common stocks and other non-fixed income assets that will cause the liabilities to fluctuate 
differently than the equity values. This means that there is a greater impact on net earnings from larger 
falls in equity values, relative to the change in equity values. Falls in equity values beyond those shown 
in the table below would have a greater impact on net earnings, relative to the change in equity values.
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The following table provides information on the expected impacts of an immediate 10% or 20% increase 
or decrease in the value of publicly traded common stocks on insurance and investment contract 
liabilities and on the shareholder net earnings of the Company. The expected impacts take into account 
the expected changes in the value of assets supporting liabilities and hedge assets. 

2022 2021 
20% 

increase 
10% 

increase 
10% 

decrease 
20% 

decrease 
20% 

increase 
10% 

increase 
10% 

decrease 
20% 

decrease 
Change in publicly 
   traded common 
   stock values 

Increase (decrease) 
in non-participating  
insurance and  
investment contract 
liabilities $ (43) $ (31) $ 31 $ 171 $ (26) $ (16) $ 22 $ 76 

Increase (decrease) 
in net earnings $ 37 $ 27 $ (28) $ (139) $ 21 $ 13 $ (19) $ (66) 

The following table provides information on the expected impacts of an immediate 5% or 10% increase 
or decrease in the value of other non-fixed income assets on insurance and investment contract 
liabilities and on the shareholder net earnings of the Company. The expected impacts take into account 
the expected changes in the value of assets supporting liabilities. 

2022 2021 
10% 

increase 
5% 

increase 
5% 

decrease 
10% 

decrease 
10% 

increase 
5% 

increase 
5% 

decrease 
10% 

decrease 
Change in other non-

fixed income asset 
values 

Increase (decrease) 
in non-participating  
insurance and  
investment contract 
liabilities $ (63) $ (32) $ 90 $ 302 $ (92) $ (46) $ 38 $ 144 

Increase (decrease) 
in net earnings $ 52 $ 26 $ (70) $ (236) $ 79 $ 39 $ (30) $ (112) 

The Canadian Institute of Actuaries Standards of Practice for the valuation of insurance contract 
liabilities establish limits on the investment return assumptions for publicly traded common stocks and 
other non-fixed income assets which are generally based on historical returns on market indices. The 
sensitivities shown in the tables above allow for the impact of changes in these limits following market 
falls.



8. Financial Instruments Risk Management (cont'd)

43

The best estimate return assumptions for publicly traded common stocks and other non-fixed income 
assets are primarily based on long-term historical averages. The following provides information on the 
expected impacts of a 1% increase or 1% decrease in the best estimate assumptions:  

2022 2021 
1% increase 1% decrease 1% increase 1% decrease 

Change in best estimate return
 assumptions 
Increase (decrease) in non-

participating insurance contract 
liabilities $ (676) $ 806 $ (715) $ 829 

Increase (decrease) in net 
earnings $ 525 $ (620) $ 567 $ (649) 

The earnings sensitivities illustrated in this section represent impacts under the Company's accounting 
policies as at December 31, 2022, including accounting for insurance contracts under IFRS 4 and 
financial instruments under IAS 39. These sensitivities may change on transition to IFRS 17 and IFRS 
9. 

(d) Enforceable Master Netting Arrangements or Similar Agreements 

The Company enters into International Swaps and Derivative Association's (ISDA's) master agreements for 
transacting over-the-counter derivatives. The Company receives and pledges collateral according to the 
related ISDA's Credit Support Annexes. The ISDA's master agreements do not meet the criteria for 
offsetting on the Consolidated Balance Sheets because they create a right of set-off that is enforceable only 
in the event of default, insolvency, or bankruptcy. 

For exchange-traded derivatives subject to derivative clearing agreements with the exchanges and 
clearinghouses, there is no provision for set-off at default. Initial margin is excluded from the table within this 
disclosure as it would become part of a pooled settlement process. 

The table sets out the potential effect on the Company's Consolidated Balance Sheets on financial 
instruments that have been shown in a gross position where right of set-off exists under certain 
circumstances that do not qualify for netting on the Consolidated Balance Sheets. 

2022 

Gross 
amount of 
financial 

instruments 
presented in 
the Balance 

Sheet 

Related amounts not set-off 
in the Balance Sheet 

Net 
exposure 

Offsetting 
counterparty 

position 1 

Financial 
collateral 
received/ 
pledged 2 

Financial instruments - assets 
Derivative financial instruments $ 1,120 $ (792) $ (308) $ 20 

Total financial instruments - assets $ 1,120 $ (792) $ (308) $ 20 
Financial instruments - liabilities 

Derivative financial instruments $ 1,575 $ (792) $ (513) $ 270 
Total financial instruments - liabilities $ 1,575 $ (792) $ (513) $ 270 



8. Financial Instruments Risk Management (cont'd)

44

1 Includes counterparty amounts recognized on the Consolidated Balance Sheets where the Company 
has a potential offsetting position (as described above) but does not meet the criteria for offsetting on 
the balance sheet, excluding collateral. 

2 Financial collateral presented above excludes overcollateralization and, for exchange-traded 
derivatives, initial margin. At December 31, 2022, total financial collateral, including initial margin and 
overcollateralization, received on derivative assets was $378 ($65 at December 31, 2021), and pledged 
on derivative liabilities was $671 ($465 at December 31, 2021). 

2021 

Gross
 amount of 
financial 

instruments 
presented in 
the Balance 

Sheet 

Related amounts not set-off in 
the Balance Sheet 

Net 
exposure 

Offsetting 
counterparty 

position 1 

Financial 
collateral 
received/ 
pledged 2 

Financial instruments - assets 
Derivative financial instruments $ 582 $ (502) $ (52) $ 28 

Total financial instruments - assets $ 582 $ (502) $ (52) $ 28 
Financial instruments - liabilities 

Derivative financial instruments $ 1,005 $ (502) $ (279) $ 224 
Total financial instruments - liabilities $ 1,005 $ (502) $ (279) $ 224 
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9. Fair Value Measurement 

The Company’s assets and liabilities recorded at fair value have been categorized based upon the following fair 
value hierarchy: 

Level 1: Fair value measurements utilize observable, quoted prices (unadjusted) in active markets for identical 
assets or liabilities that the Company has the ability to access. Assets and liabilities utilizing Level 1 inputs 
include actively exchange-traded equity securities, exchange-traded futures, and mutual and segregated funds 
which have available prices in an active market with no redemption restrictions.  

Level 2: Fair value measurements utilize inputs other than quoted prices included in Level 1 that are observable 
for the asset or liability, either directly or indirectly. Level 2 inputs include quoted prices for similar assets and 
liabilities in active markets, and inputs other than quoted prices that are observable for the asset or liability, such 
as interest rates and yield curves that are observable at commonly quoted intervals. The fair values for some 
Level 2 securities were obtained from a pricing service. The pricing service inputs include, but are not limited to, 
benchmark yields, reported trades, broker/dealer quotes, issuer spreads, two-sided markets, benchmark 
securities, offers and reference data. Level 2 assets and liabilities include those priced using a matrix which is 
based on credit quality and average life, government and agency securities, restricted stock, some private 
bonds, most investment-grade and high-yield corporate bonds, most asset-backed securities, most over-the-
counter derivatives, and mortgage loans. Investment contracts that are measured at fair value through profit or 
loss are mostly included in the Level 2 category. 

Level 3: Fair value measurements utilize one or more significant inputs that are not based on observable market 
inputs and include situations where there is little, if any, market activity for the asset or liability. The values of the 
majority of Level 3 securities were obtained from single broker quotes, internal pricing models, or external 
appraisers. Assets and liabilities utilizing Level 3 inputs generally include certain bonds, certain asset-backed 
securities, some private equities, investments in mutual and segregated funds where there are redemption 
restrictions, certain over-the-counter derivatives, investment properties and equity release mortgages.
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