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THE WAWANESA MUTUAL
INSURANCE COMPANY
Annual Report

Wawanesa is a Canadian mutual company owned by its
policyholders. With assets of over $9.1 billion and over two million policies
inforce, Wawanesa is one of the 10 largest property and casualty insurers in Canada.
							
									

Wawanesa has a rich history dating back to September 25, 1896,
when it was founded in the Village of Wawanesa, Manitoba. Today, our head
office continues to be located in the Village of Wawanesa with the executive
office located in Winnipeg, Manitoba.						
		

Wawanesa has 100% ownership of three subsidiary companies.

 he Wawanesa Life Insurance Company
T
400–200 Main Street
Winnipeg, Manitoba R3C 1A8
100% Owned
Book value of shares $117,823,000

The Wawanesa Mutual Insurance Company
191 Broadway
Winnipeg, Manitoba R3C 3P1

Wawanesa General Insurance Company
9050 Friars Road
San Diego, California 92108
100% Owned
Book value of shares $307,056,000
Trimont Financial Ltd.
900-191 Broadway
Winnipeg, Manitoba R3C 3P1
100% Owned

Mission
“Earning your trust since 1896…” As a policyholder-owned mutual insurance
company, we will continue to earn trust by providing quality products and services
at the lowest price, which supports long-term growth and financial stability.

Values
We treat others in a respectful and truthful manner.
We conduct business with integrity, honesty, consistency and fairness.
We act ethically and lawfully.
We take pride in making service a priority.
We encourage collaboration, innovation and excellence.
We support the communities in which we work and live.

Building on a strong
foundation today,
transforming our company
for tomorrow.

MESSAGE FROM THE PRESIDENT & CEO
Renewal is the lifeblood of the insurance business:
it’s the ability to retain and satisfy your customers
by providing value that responds to their everincreasing expectations. For us, at Wawanesa, rising
to that challenge, year after year, means embracing
the idea of renewal in everything we do. In 2016,
a year in which we celebrated our 120th anniversary
in business, we made continuing progress in
transforming our business for growth and
future success.

• Transformation – progress on strategic initiatives
to reinvent and renew all aspects of our customer
experience, broker relationships and operations.
• Talent – we deepened our bench strength
throughout the company with new hires and by
implementing a more effective leadership structure.

The highlights for the year include:

• Community – among other things, we got
involved to help those affected by the Fort
McMurray disaster while delivering strong support
to United Way charities.

• Growth – in assets, equity, premiums and policy
count, ending the year with $9.1 billion in total
assets compared to $8.8 billion the prior year.

• Acquisitions – of Western Financial Group,
Western Life Assurance, and Wyatt Dowling –
transactions that strengthen the broker channel.
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As we move into 2017, we are building
on a strong foundation to address today’s
challenges while transforming our company
for tomorrow’s opportunities.

Notably, our acquisition of the Western Financial
Group and Western Life Assurance by our Trimont
Financial subsidiary from the Desjardins Group
for $775 million, announced on February 16,
2017, was a significant event for the company.
The deal includes the purchase of Western’s
primary business units: its brokerage network,
Western Financial Group Insurance Solutions;
Coast Capital Insurance Services; and Western
Life Assurance.
Our main objective with the acquisition –
which welcomes some 1,700 employees
into the Wawanesa group – was to support
and strengthen a trusted broker channel through
which we reach our customers. Wawanesa has
a long history of supporting local brokers and
our acquisition of Western Financial Group,
subject to the standard closing conditions and
expected to close in the third quarter of 2017,
brings with it 157 broker locations that will
continue to operate independently, as they
do today.
The year, however, was not without challenges.
Consolidated profit of $55.8 million declined
from $287.3 million the year before. Total
comprehensive income was $37.0 million.
The decrease was mainly attributable to our
underwriting performance, which was affected
by the Fort McMurray wildfires and several
summer storms, as well as lower investment
income year-over-year.
That said, we remain a financially strong
and flexible company. Our mutual ownership
structure provides both the means and the
requirement for a balanced and prudent
approach to growth and our evolution as a
company. Wawanesa Mutual Insurance is
rated A (Excellent) with a stable outlook by A.M.
Best and our Minimum Capital Test Ratio (MCT)

ratio at year end was 317%, which is well above
the minimum regulatory requirement of 150%.
As we move into 2017, we are building on
a strong foundation to address today’s
challenges while transforming our company
for tomorrow’s opportunities.

BUILDING ON A STRONG
FOUNDATION TODAY
PROPERTY & CASUALTY RESULTS
Property and casualty premiums written in
2016 grew modestly to $2.8 billion, a 2.9%
increase compared to last year, and a slower
growth rate compared to 6.5% in 2015 while
earned premium increased by 4.9%. The main
difference for the change in written premiums
was due to the introduction of six month
policies in the U.S. in the fourth quarter and
how that flows through to the financial results.
All Canadian regions had premium growth, the
exception being a modest reduction in Northern
Alberta. Quebec, Winnipeg and British Columbia
all had notably strong premium growth.
In Canada, policy counts modestly improved.
At year-end, our overall policy counts stood at
just over 2 million, a 1.4% increase over last year.
The Quebec region experienced the strongest
policy count growth at 10.6%, followed by
Winnipeg at 7.7%, Southern Alberta at 2.4%,
British Columbia at 0.7%, partially offset by
marginally negative growth in Prairie, Northern
Alberta, the Maritimes and Ontario. In the
U.S, strong policy count growth of 5.3% was
comprised of 4.4% increases in automobile
and 10.9% in property.
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As we move forward, we are focused on five
priorities to guide our growth and evolution
as an industry leader in insurance.

LIFE COMPANY RESULTS
Wawanesa Life reported total comprehensive income
of $5.3 million in 2016, compared to $0.9 million
the prior year. Results improved with overall positive
earnings in the product lines of business but also
through equity gains in our capital and surplus
investment portfolios. Net premiums and equivalents
contributed an additional $1.4 million this year,
with growth in individual insurance and annuity
premiums, partially offset by a small reduction in
group premiums. General and segregated fund
assets grew by $62 million to $1.1 billion.
At year-end, Wawanesa Life’s capital position
remains strong. The Minimum Continuing Capital
and Surplus Requirements (MCCSR) ratio was well
in excess of 200%, significantly above the
requirements set by the Office of the Superintendent
of Financial Institutions (OSFI). Our Life Company
continues to be rated A (Excellent) with a stable
outlook by A.M. Best.

TRANSFORMING OUR
COMPANY FOR TOMORROW
STRATEGIC INITIATIVES REPORT
For the past several years, we have been working
on a program of strategic initiatives designed to
transform how Wawanesa operates, all towards the
goal of strengthening the business for the long term.
In 2016, we were pleased by progress in these areas.
• Systems Renewal – unifying operations by
migrating to a new technology platform to drive
efficiencies across our policy administration,
rating and billing functions.

• Claims Transformation – deploying industryleading technology and best-in-class processes
to improve all elements of the claims lifecycle.
• Digital Experience – leveraging our Guidewire
InsuranceSuite to enable more customer
self-service features and increase our
operational efficiency.
• Distribution Management – using our BlueTrack
system to provide online access to broker
information while streamlining processes for
billing and commission payments.
These strategic initiatives will continue to focus
our transformational efforts in 2017.

2017 PRIORITIES
As we move forward, we are focused on five priorities
to guide our growth and evolution as an industry
leader in insurance.
1. Customer experience – continuing with our
transformational activities so that our customer
experience is positioned to lead the industry.
While we are progressing in this area, there
remains much work to do this year.
2. Closing the acquisition – of Western Financial
Group and Western Life Assurance and then
executing a strategy that, where and when
appropriate, brings our two organizations
closer together to optimize mutual strengths
while maintaining the independence of the
broker channel.

• Broker Integration – optimizing our policy
transaction engine with system enhancements
while addressing broker usability issues.
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Internally, our goal is to keep moving towards a
workforce culture that truly values and rewards
behaviors that drive business results.

3. Geographic growth – Ontario and Southern
California in particular are two higher-growth
opportunities where we are positioned with
strategies, products and the people to gain
greater market share in the future.
4. Performance culture – internally, our goal
is to keep moving towards a workforce culture
that truly values and rewards behaviors that
drive business results, requiring an ongoing
commitment to improving our leadership
and Human Resource practices.

Looking forward, there is much to be positive
about – but also much to improve upon.
As our industry continues to adapt and evolve
with new requirements from regulatory bodies,
technological advancements, changes in
customer habits, increased competition and
the introduction of new products and services
to the market, we will continue to stay committed
to making improvements and taking Wawanesa
further along a productive and profitable path
of transformation.

5. Community engagement – we have
always strongly believed in being active in
the communities where our people, our
brokers and our policyholders live and work,
contributing financial and volunteer support
to those most in need.
Jeff Goy
President and Chief Executive Officer

LOOKING AHEAD
Today Wawanesa is a large company by any
measure and, in 2016, we took action to get
significantly stronger through a major acquisition
that will task us to be prudent and pragmatic in
our continuing transformation. But even when
our transaction closes, we intend to remain true
to Wawanesa’s small-town roots and our mutual
structure that emphasizes the importance of
earning the trust – not just of our policyholders,
but all our stakeholders. For their trust, as we
move further into 2017, on behalf of our Board
of Directors and the company’s leadership
team, I would like to thank our customers, our
brokers and our people for their support and
contributions to our success.

May 10, 2017
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We take pride in our small-town
values and the mutual structure that
has guided the growth of our
business for more than 120 years.

MESSAGE FROM THE CHAIR
For generations, Wawanesa has been providing
quality insurance products and services that have
earned the trust of our policyholders, their families
and communities. We take pride in our small-town
values and the mutual structure that has guided the
growth of our business for more than 120 years.
Our 2016 annual report provides a comprehensive
report on the business performance of Wawanesa at
a critical moment in its history – a time of increasing
competition in the global insurance industry
coupled with rising expectations for value from our
customers in all the markets where we operate.

The company continued to be profitable in 2016,
thanks to another successful year in producing
investment income, although we recognize that
there is room for improvement. Our underwriting
performance was affected by the catastrophic
wildfires in Fort McMurray, Alberta. That said, we are
confident the business is well positioned to succeed
today and in the future.
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Our 2016 annual report provides a
comprehensive report on the business
performance of Wawanesa at a critical
moment in its history.

Last year, the company also took action to
support and strengthen our broker channel
by engaging in a process that led to the
acquisition of the Western Financial Group of
companies, a transaction announced in early
2017. We believe this transaction will make
Wawanesa a stronger company.
It’s an exciting time – for change, growth and
renewal – at Wawanesa. On behalf of our
Board of Directors, I want to thank our President
and CEO Jeff Goy, his leadership team, and our
3,000-plus employees who bring their best to
work, every day, in serving our customers and
helping us build a company moving to the future
with confidence and momentum.

Richard Bracken
Chair, Board of Directors
May 10, 2017
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Founded in 1896
Incorporated May 1, 1929
Head Office
Wawanesa, Manitoba
Executive Office
900–191 Broadway

THE WAWANESA MUTUAL INSURANCE COMPANY

REPORT OF THE INDEPENDENT AUDITOR
ON THE SUMMARY CONSOLIDATED
FINANCIAL STATEMENTS

Winnipeg, Manitoba

February 24, 2017

Officers and Corporate
Management

To the Policyholders of
The Wawanesa Mutual Insurance Company

S. J. Goy
ACAS, CIP

President and Chief Executive Officer

K. E. Hartry
FCIP, MBA

Senior Vice President
and Chief Operating Officer

G. J. Timlick
FCPA, FCA, ICD.D

Senior Vice President
and Chief Financial Officer

E.T. Johnston
LLB, CFA, B.Comm.(Hons.)

Senior Vice President,
Chief Legal Officer
and Corporate Secretary

C. J. Jardine
FCIP, CRM

Senior Vice President
and Chief Strategy Officer

J. E. Carradice
BSc, CHRP, CIP

Senior Vice President
and Chief Human Resources Officer

M. K. Nemeth
CPA, CA, FLMI, GBA, CEA

Senior Vice President
and Chief Risk Officer

C. R. Loeppky
BScCS

Senior Vice President
and Chief Information Officer

The accompanying summary consolidated financial statements, which comprise the
summary consolidated balance sheets as at December 31, 2016 and the summary
consolidated statements of comprehensive income for the year then ended are
derived from the audited consolidated financial statements of The Wawanesa Mutual
Insurance Company for the year ended December 31, 2016. We expressed an
unmodified audit opinion on those consolidated financial statements in our report
dated February 24, 2017.
The summary consolidated financial statements do not contain all of the disclosures
required by International Financial Reporting Standards. Reading the summary
consolidated financial statements, therefore, is not a substitute for reading the audited
consolidated financial statements of The Wawanesa Mutual Insurance Company.
Management’s Responsibility for the Summary Consolidated
Financial Statements
Management is responsible for the preparation of a summary of the audited
consolidated financial statements on the basis described in Note 1.
Auditor’s Responsibility
Our responsibility is to express an opinion on the summary consolidated financial
statements based on our procedures, which were conducted in accordance with
Canadian Auditing Standard (CAS) 810, “Engagements to Report on Summary
Financial Statements.”
Opinion
In our opinion, the summary consolidated financial statements derived from the
audited consolidated financial statements of The Wawanesa Mutual Insurance
Company for the year ended December 31, 2016 are a fair summary of those
consolidated financial statements, on the basis described in Note 1.

C. M. Low
FCAS, FCIA, MAAA, CFA, FCIP, CRM

Vice President,
Corporate Actuarial
and Appointed Actuary

K. P. Boyd

Chartered Professional Accountants
Winnipeg, Manitoba

CPA, CA, CIP

Vice President,
Finance and Controller
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Regional Offices

THE WAWANESA MUTUAL INSURANCE COMPANY

APPOINTED ACTUARY’S REPORT
British Columbia
400–1985 West Broadway
Vancouver, British Columbia

February 24, 2017

B. C. Gibson, CPA, CA, CIP

To the Policyholders of
The Wawanesa Mutual Insurance Company

Vice President, British Columbia Region

Alberta
600, 708–11th Avenue S.W.
Calgary, Alberta

I have valued the policy liabilities of the Company for its consolidated
balance sheets as at December 31, 2016 and their change in the consolidated
statements of comprehensive income for the year then ended in accordance
with accepted actuarial practice in Canada, including selection of appropriate
assumptions and methods.

100, 8657–51st Avenue
Edmonton, Alberta
B. E. MacKenzie, CIP
Vice President, Alberta Region

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

Prairie
107-4th Street
Wawanesa, Manitoba
Winnipeg
700–200 Main Street
Winnipeg, Manitoba
K.W. Bailey, FCIP
Vice President, Manitoba and
Saskatchewan Region

Cara M. Low, FCAS, FCIA, MAAA
Winnipeg, Manitoba

Ontario
100-4110 Yonge Street
Toronto, Ontario
J. Porto, BA, FCIP
Vice President, Ontario Region

Québec
8585 Décarie Boulevard
Montréal, Québec
C. Auclair, PAA
Vice President, Québec Region

Maritime
1010 St. George Boulevard
Moncton, New Brunswick
P. L. Faubert, BSc, BBA, CIP
Vice President, Maritime Region

United States
9050 Friars Road
San Diego, California
C.R. Loeppky, BScCS
Vice President, U.S. Operations
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THE WAWANESA MUTUAL INSURANCE COMPANY

SUMMARY CONSOLIDATED BALANCE SHEETS

As at December 31
2016

2015
(000s)

Assets
Cash and cash equivalents

$

240,782

$

89,293

29,623

31,549

Investments

7,073,024

7,207,239

Other assets

1,762,926

1,467,297

Accrued investment income

Total assets

$

9,106,355

$

8,795,378

$

4,991,303

$

4,793,685

Liabilities
Insurance contract liabilities
Other liabilities

843,917

767,568

Total liabilities

5,835,220

5,561,253

Equity

3,271,135

3,234,125

Total liabilities and equity

$

9,106,355

$

8,795,378

Note 1
These summary consolidated financial statements have been derived from the audited consolidated
financial statements of The Wawanesa Mutual Insurance Company (the Company) for the year ended
December 31, 2016, which are prepared in accordance with International Financial Reporting Standards (IFRS).
The criteria developed by management for the preparation of the summary consolidated financial
statements is as follows: that the information included in the summarized consolidated financial statements
is in agreement with the related information in the complete consolidated financial statements, and that
the summarized consolidated financial statements contain the information necessary to avoid distorting
or obscuring matters disclosed in the related complete consolidated financial statements, including the
notes thereto, in all material respects.

A full set of the audited consolidated financial statements is available from the Company or at wawanesa.com

Wawanesa Insurance Annual Report 2016

|

10
12

THE WAWANESA MUTUAL INSURANCE COMPANY

SUMMARY CONSOLIDATED STATEMENTS
OF COMPREHENSIVE INCOME

For the year ended December 31
2016

2015
(000s)

Revenue
Net premiums written

$ 2,770,272

$

(4,331)

Change in unearned premiums
Net premiums earned
Net investment income

2,749,179
(58,286)

2,765,941

2,690,893

333,833

485,382

42,421

42,485

3,142,195

3,218,760

Instalment service charges earned

Expenses
Net claims and insurance
benefits incurred

$

2,259,881

$ 2,034,414

813,133

Other expenses incurred

3,073,014

755,840

2,790,254

Profit before income taxes

69,181

428,506

Provision for income taxes

13,333

141,163

Profit for the year

55,848

287,343

(18,838)

(58,995)

Other comprehensive loss, net of taxes
Total comprehensive income for the year

$

37,010

$

228,348

$

31,463

$

228,087

Total comprehensive income
for the year attributed to:
Policyholders of the Company

5,547

Participating policyholders’ interest
$

37,010

A full set of the audited consolidated financial statements is available from the Company or at wawanesa.com

Wawanesa
Wawanesa Insurance
Insurance Annual
Annual Report
Report 2016
2016 ||
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261
$

228,348

THE WAWANESA MUTUAL INSURANCE COMPANY

Consolidated Supplementary Information
Gross Premiums Written 2016

36%

2013

$2,865,959

2012

$2,696,252

$2,618,902

4%

$2,946,825

5-Year-History

$2,600,454

6%

Gross Premiums Written (000s)

54%

■ Automobile
■ Property

■ Farm
■ Life

2014

2015

2016

$228,348

$88,278

$164,140

$220,145

$56,005

$287,343

$313,447

$197,242

$220,710

$225,169

Total Comprehensive Income (000s)

$(58,995)

$55,848

$(23,468)

2012

■ Profit

2013

2014

Wawanesa Insurance Annual Report 2016

$(18,838)

2015

■ Other Comprehensive Income (Loss)

■
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$37,010

2016

Total Comprehensive Income

THE WAWANESA MUTUAL INSURANCE COMPANY

Consolidated Supplementary Information

Investments 2016 (000s)

2013

2014

$3,271,135

2012

$3,234,125

2016

$3,005,777

2015

$2,785,632

2014

$2,472,185

$9,106,355

2013

$8,795,378

$8,078,451

2012

Equity (000s)

$8,622,451

$7,745,878

Total Assets (000s)

2015

2016

Fixed Income Securities Credit
Quality 2016 (000s)

1%

<1%

12%

13%
24%

14%

15%

34%

58%

29%

■ Canadian Fixed Income Securities $4,128,563
■ Foreign Fixed Income Securities $1,028,188
■ Canadian Stocks $997,214
■ Foreign Stocks $815,743
■ Other $103,316

■ AAA $1,219,186
■ AA $1,472,806
■ A $1,770,394
■ BBB $691,617
■ Below BBB $2,748

Investments are managed in a conservative
manner to provide steady, consistent investment
income to support the cash flow and liquidity
needs of Wawanesa.			
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PROPERTY AND CASUALTY (P&C)
OPERATIONS PROFILE
P&C Operations consist of The Wawanesa
Mutual Insurance Company in Canada and
Wawanesa General Insurance Company
in the U.S. Our P&C Operations have
conducted business in Canada and the U.S.
for over 120 years and 41 years, respectively.
P&C Operations provide automobile, personal
and commercial property, and farm insurance
products in all major areas of Canada as well
as in California and Oregon. Wawanesa’s P&C
insurance products are distributed by independent
insurance brokers except in Quebec and the
U.S. where products are distributed through
company agents.

Key Facts
•T
 otal assets of $8.1 billion
•S
 trong financial position with equity
of $3.2 billion
•O
 ver $2.8 billion in annual policy premium

Key Financial Measures
The following information and charts may not
be IFRS measurements, but are derived from
elements of the financial statements and are
consistent with financial measures used in the
P&C insurance industry.

Gross Premiums Written (000s)

2015

■ Automobile

$173,189

$194,012

$869,156

$167,838

$190,682

$830,954

$1,551,880

$1,583,642

Gross premiums written are the premiums for all insurance policies
placed during the period, including new policies and renewals.

2016

■ Personal Property

■ Commercial Property
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■

Farm

P&C Operations
Combined Ratio

2015

■ Total

78.7%

89.8%

101.7%

117.5%

109.0%

91.6%

90.3%

97.6%

105.3%

101.4%

The combined ratio is a measure of the underwriting performance. It is the relationship between claims
and other expenses incurred and premiums earned for the year expressed as a percentage. When there
is an underwriting profit, the combined ratio will be less than 100%. When there is an underwriting loss,
the combined ratio will be greater than 100%.

2016

■ Automobile

■ Personal Property

■ Commercial Property

■ Farm

Underwriting profit (loss) represents the profit (loss)
from insurance operations.

Net investment income is comprised of interest
income, dividends and distributions from pooled
funds, the net realized gain (loss) on sale of
available-for-sale financial assets, and other
investment income less expenses.
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2014

$296,877

$203,979

2012

$460,062

2016

$323,837

2015

$322,384

2014

$(239,178)

2013

$(35,028)

$(45,733)

2012

$(116,318)

Net Investment Income (000s)

$(108,051)

Underwriting Results (000s)

2015

2016

P&C Operations
Capital Ratio MCT

317%

■ MCT
■ OSFI Minimum Requirement

150%

323%

305%

300%

303%

The Minimum Capital Test (MCT) is a calculation established by the Office of the Superintendent
of Financial Institutions (OSFI). The MCT ratio is determined by dividing capital available by capital
required, expressed as a percentage.

2012

2013

2014

2015

2016

OSFI

LIFE OPERATIONS PROFILE
Our life insurance operations are conducted by The Wawanesa Life Insurance
Company. It is a Canadian life and health insurance company that has been in
operation for 56 years.
Wawanesa Life provides term, permanent and critical
illness insurance plus investment product options
including segregated funds to individuals through its
independent broker channel. Group life and health
insurance products are designed to service the needs
of employers, associations and unions by working
with group benefit brokers. Wawanesa Life maintains
regional sales offices across the country to support its
many broker and client relationships.

Key Facts
• Total assets in excess of $1.1 billion
• Individual life insurance volume of $17.6 billion
insured through 71,000 policies
• Insures 19,500 employees through group
benefit plans

Key Financial Measures
The following information and charts may not be
IFRS measurements, but are derived from elements
of Wawanesa Life’s financial statements and are
consistent with financial measures used in the life
insurance industry.
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Life Operations
Net Premiums and Equivalents 2016

(000s)

Net premiums and equivalents are the sum of billed
insurance premiums, contributions received for investment
in annuities or segregated funds, management fees earned
on segregated fund balances and fee income earned
from the administration of group business where the
policyholder retains the insurance risk.

35%
42%

23%

■ Individual $47,373
■ Group $25,331
■ Annuity $39,354

Total Comprehensive Income (000s)

$13,384
2014

$5,318

$934

$(2,122)

$(1,820)
2013

$1,893

$5,547
$261
$2,493

$2,565
$(3,395)

2012

■ Shareholder Other Comprehensive Income (Loss)
■ Shareholder Profit
■ PAR Account Total Comprehensive Income (Loss)
■ Total Comprehensive Income

$6,392
$5,898

$5,080

$1,250

$(318)

$960

$608

$4,213

$4,427

Total comprehensive income attributed to the participating policyholders (PAR Account) and the
shareholder is shown in the following chart.

2015
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Life Operations
Equity (000s)
Equity includes amounts related to the shareholder account and the participating account. Shareholder
equity supports the non-participating business and participating equity supports participating business.

2012

2013

■ PAR Account

$34,398

$29,264

2014

2015

■ Shareholder Account

$152,221

$117,823

$146,903

$117,639

$145,969

$29,407

$25,373

$21,564

$116,562

$132,585

$107,212

$126,687

$105,123

A summary of Wawanesa Life’s Participating Account Management Policy and Participating Policyholder
Dividend Policy can be found on pages 26 and 27.

2016

■ Total Equity

Total Assets (000s)

2012

■ General Fund Assets

2013

2014

2015

■ Segregated Funds Net Assets
Wawanesa Insurance Annual Report 2016

$858,236

$1,085,606

$825,767

$804,332

$939,562

$221,096

$718,466

$711,839

$182,612

$894,451

$247,328

$1,051,660

$289,350
$259,839

2016

■ Total Assets
|
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$1,147,586

Total assets managed by Wawanesa Life include its general fund assets and annuity contractholder
contributions to the segregated funds that are held separate and apart from the general fund assets.

Life Operations
Investments 2016 (000s)

Fixed Income Securities
Credit Quality 2016 (000s)

Investments are managed in a conservative manner
to provide steady, consistent investment income
to support the cash flow and liquidity needs of
Wawanesa Life.
2%

4%
12%
20%
86%
49%
27%

■ Fixed Income Securities $687,976
■ Stocks $95,887
■ Policy loans $17,742

■
■

AAA $135,998
AA $182,691		

■
■

A $339,502
BBB $29,785

Capital Ratio

150%

250%

257%

262%

268%

244%

The Minimum Continuing Capital and Surplus Requirements (MCCSR) formula defines capital available
and capital required. The MCCSR Ratio equals capital available divided by capital required. OSFI expects
life insurance companies to establish internal target capital ratios above the supervisory target capital
ratios. Capital available is the life insurance company’s equity with certain prescribed adjustments.

■ MCCSR
■ OSFI Minimum Requirement
2012

2013

2014

2015

2016

OSFI
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TO THE SHAREHOLDER AND POLICYHOLDERS OF
THE WAWANESA LIFE INSURANCE COMPANY
The accompanying summary financial statements, which comprise the summary
balance sheets as at December 31, 2016 and the summary statements of
comprehensive income for the year then ended are derived from the audited
financial statements of The Wawanesa Life Insurance Company for the year ended
December 31, 2016. We expressed an unmodified audit opinion on those financial
statements in our report dated February 24, 2017.
The summary financial statements do not contain all of the disclosures required
by International Financial Reporting Standards. Reading the summary financial
statements, therefore, is not a substitute for reading the audited financial statements
of The Wawanesa Life Insurance Company.
Management’s Responsibility for the Summary Financial Statements
Management is responsible for the preparation of a summary of the audited
financial statements on the basis described in Note 1.
Auditor’s Responsibility
Our responsibility is to express an opinion on the summary financial statements based
on our procedures, which were conducted in accordance with Canadian Auditing
Standard (CAS) 810, “Engagements to Report on Summary Financial Statements.”
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In our opinion, the summary financial statements derived from the audited
financial statements of The Wawanesa Life Insurance Company for the year
ended December 31, 2016 are a fair summary of those financial statements,
on the basis described in Note 1.

BScCS

Senior Vice President
and Chief Information Officer

P.M. Horncastle
CPA, CGA

Vice President, Wawanesa Life

Chartered Professional Accountants
Winnipeg, Manitoba

I.R. MacDonald
FSA, FCIA

Vice President and Actuary

E. Elvebo
CPA, CA

Controller

Wawanesa Insurance Annual Report 2016

|

20

THE WAWANESA LIFE INSURANCE COMPANY
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Regional Life Manager

In my opinion, the amount of policy liabilities makes appropriate provision
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THE WAWANESA LIFE INSURANCE COMPANY

SUMMARY BALANCE SHEETS

As at December 31
2016

2015
(000s)

Assets
$

Cash and cash equivalents

32,930

$

19,925

Investments

801,605

784,552

Other assets

23,701

21,290

General fund assets

858,236

825,767

Segregated funds net assets

289,350

259,839

Total assets

$

1,147,586

$

1,085,606

$

8,006

$

6,684

Liabilities
Other liabilities
Insurance contract liabilities

698,009

672,180

General fund liabilities

706,015

678,864

Segregated funds contract liabilities

289,350

259,839

Total liabilities

995,365

938,703

Equity

152,221

146,903

Total liabilities and equity

$

1,147,586

$

1,085,606

Note 1
These summary financial statements have been derived from the audited financial statements of The Wawanesa
Life Insurance Company (the Company) for the year ended December 31, 2016, which are prepared in
accordance with International Financial Reporting Standards (IFRS).
The criteria developed by management for the preparation of the summary financial statements is as follows:
that the information included in the summarized financial statements is in agreement with the related
information in the complete financial statements, and that the summarized financial statements contain the
information necessary to avoid distorting or obscuring matters disclosed in the related complete financial
statements, including the notes thereto, in all material respects.					
A full set of the audited financial statements is available from the Company or at wawanesa.com
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THE WAWANESA LIFE INSURANCE COMPANY

SUMMARY STATEMENTS OF COMPREHENSIVE INCOME

For the year ended December 31
2016

2015
(000s)

Net premiums and equivalents

$

112,058

$

110,625

36,956

25,320

149,014

135,945

Net claims and benefits incurred

81,712

80,139

Net change in insurance contract liabilities

25,046

21,851

Expenses incurred

30,774

30,483

137,532

132,473

Profit before income taxes

11,482

3,472

Provision for income taxes

3,624

615

Profit for the year

7,858

2,857

(2,540)

(1,923)

Net investment income
Total revenue

Total benefits and expenses

Other comprehensive loss, net of taxes
Total comprehensive income for the year

Total comprehensive income (loss) for
the year attributed to:
Shareholder

$

5,318

		

$

934

$

673

		
$

(229)
5,547

Participating policyholders
$

5,318

A full set of the audited financial statements is available from the Company or at wawanesa.com
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THE WAWANESA LIFE INSURANCE COMPANY

SOURCES OF EARNINGS
The Sources of Earnings (SOE) is prepared following
regulatory guidelines provided by OSFI requiring
SOE disclosure. SOE is a non-IFRS financial measure.
There is no standard SOE methodology.
The calculation of SOE is dependent on, and
sensitive to, the methodology, estimates and
assumptions used.
SOE identifies and quantifies the various sources
of IFRS profit. It provides an analysis of the difference
between actual profit and expected profit based
on business inforce and assumptions made at the
beginning of the reporting period. The terminology
used in the discussion of sources of earnings is
described below:

Expected Profit on Inforce Business
This includes the release of the Provision for Adverse
Deviations (PfADs) plus the expected profit on
Segregated Funds. The release of the PfADs is the
profit arising on the inforce business if the expected
assumptions used in calculating the insurance
contract liabilities are realized.

Impact of New Business

Experience Gains and Losses
The experience gains and losses result from items
such as investment returns, claims and expenses
where the actual experience during the year differs
from the expected experience assumed in the
insurance contract liabilities. It also includes the
amount the fee income generated on Segregated
Funds differs from expected.

Management Action and Changes in
Assumptions
This section includes specific management actions
and the impact of changes in assumptions used to
calculate insurance contract liabilities.

Other
This represents all other sources of earnings on
operations not included above.

Earnings on Surplus
This reflects the earnings on the surplus and capital
of the Company.

This represents the overall loss during the first
year on new business. The PfADs in the insurance
contract liabilities contribute to an overall initial
loss on issuing new business. These PfADs are
anticipated to be released into profit in future
years to the extent they are not required to cover
future adverse experience.
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THE WAWANESA LIFE INSURANCE COMPANY

SOURCES OF EARNINGS
Sources of Earnings 2016

Total
Company

Individual
Life

Individual
Annuity

Group Life
and Health

(000s)
Expected profit on inforce business

$

9,197

$

5,934

$

3,203

$

60

Impact of new business

(6,995)

(6,634)

(361)

Experience gains and losses

(2,975)

2,761

347

(6,083)

3,056

4,206

(25)

(1,125)

(1,036)

(1,036)

Management action and changes
in assumptions
Other

1,247

Earnings (loss) on operations
Earnings on surplus

10,235

Profit before income taxes

11,482

Sources of Earnings 2015

-

5,231

$

-

3,164

$

(7,148)

3,624

Provision for income taxes
Profit for the year

$

-

$

7,858 		

		

		

		

Total
Company

Individual
Life

Individual
Annuity

Group Life
and Health

(000s)
Expected profit on inforce business

$

8,675

$

5,588

$

$

3,073

14

Impact of new business

(6,203)

(5,606)

(597)

Experience gains and losses

(3,835)

(4,573)

390

348

(100)

-

215

(1,472)

-

-

Management action and changes
in assumptions

115

Other

(1,472)

Earnings (loss) on operations

(2,720)

Earnings on surplus

6,192

Profit before income taxes

3,472

Provision for income taxes
Profit for the year

$

(6,163)

$

-

2,866

$

615
$

2,857 		
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THE WAWANESA LIFE INSURANCE COMPANY

SUMMARY OF THE PARTICIPATING ACCOUNT
MANAGEMENT POLICY*

A Participating Account is maintained in respect
of the Company’s participating business, which is
separate from the Shareholder Account. Revenue
and expenses that are directly related to participating
business are recorded to the Participating Account.
Allocation methods are also used to record
certain expense and revenue items to the
Participating Account.
The Expense Allocation Method is designed to
allocate expenses and taxes fairly and equitably
between the Participating Account and the
Shareholder Account.
The Investment Income Allocation Method is
designed to allocate investment income fairly and
equitably between the Participating Account and the
Shareholder Account.
The Investment Policy Statement (IPS) governs the
investment activities of the Company. Assets have
been segmented into funds to facilitate managing
assets with liabilities. The IPS specifies the investment
objectives, investment risks, and management of
these risks for each of the funds.

Surplus exists in the Participating Account for the
needs of the current inforce business and future new
business. Surplus is managed to meet the continuing
financial stability of the Participating Account and to
exceed any minimum regulatory requirements.
Participating policyholders are eligible to receive
distributions from the Participating Account when
experience justifies their payment. The Board of
Directors determines the amount of dividends
to be paid in accordance with the Company’s
Dividend Policy.
The Company is allowed to transfer an amount
from the Participating Account to the Shareholder
Account each year as described in the Insurance
Companies Act. The Company intends to transfer
an amount equal to the lesser of 10% of the
amount of the dividends paid to the participating
policyholders during the year and the maximum
permitted by the Insurance Companies Act.

*The complete policy is available upon request.
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THE WAWANESA LIFE INSURANCE COMPANY

SUMMARY OF THE PARTICIPATING POLICYHOLDER
DIVIDEND POLICY*

Participating Individual Life Insurance
Participating Earnings are generated when

The dividend scale sets out a formula for the

collective experience related to investment,

allocation of distributable earnings to the

mortality, lapse, expenses and taxes is more

participating policies. The primary factors used

favourable than assumed in developing the

to distribute earnings are investment earnings,

premiums. The Company may distribute a portion

mortality, and expense experience. The dividend

of the participating account earnings to the

scale allocates distributable earnings among

participating policyholders. The distribution is in

policies in the same proportion as the policies are

the form of dividends payable to the policyholders.

considered to have contributed to distributable

The amount available to be paid as dividends

earnings. Dividends are credited to the policies

is determined based on various factors including

on their policy anniversary date. The distribution

the Company’s earnings, any regulatory

of dividends is designed to maintain reasonable

requirements and the amount of surplus required

equity between classes of participating business.

to ensure the continuing financial stability of the
Dividends are declared at the discretion of the

Participating Account.

Board of Directors.

*The complete policy is available upon request.
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Our company was built on the support of 20 local farmers in the village of
Wawanesa, Manitoba, coming together to ensure each other’s growth and future.
We keep this at the heart of all that we do, realizing that when people are given
the tools to reach their potential, amazing things can be achieved.

INVESTMENT IN OUR PEOPLE
As a policyholder-owned mutual, we truly believe in our people. Their drive and dedication are what make
Wawanesa such a great place. We are committed to investing in the future of our employees and this is
a big part of building on our strong foundation – providing our employees with a supportive environment
that enhances their performance and development.
We are proud to offer a highly competitive compensation package, with everything from health and
financial benefits, to flexible work hours and bonus plans. Furthermore, we provide an Educational
Assistance program that provides all employees with opportunities to learn and grow.
It is also important to us, that we continue to evolve our people programs and processes to make Wawanesa
an even more progressive and inclusive company. To ensure that we are in-tune with our 3,000+ employees,
we perform engagement surveys. These surveys provide invaluable feedback to guide our strategies and
decision-making.
In 2016, we began to enhance our learning and development programs, leadership training, benefit offerings
and performance management practices. Our goal is to keep moving towards a workforce culture that truly
values and rewards behaviors that drive business results, requiring an ongoing commitment to enhance and
strengthen our leadership and Human Resource practices.

INVESTMENT IN OUR COMMUNITY
Wawanesa charitable support extends across Canada and the U.S. taking a variety of forms that match the
unique needs in each geographical region. In 2016, our total annual corporate giving was nearly $3 million –
well above internationally recognized benchmarks for excellence in corporate philanthropy and a reflection
of our continued investment in the communities where we live and serve.
We take the time to listen to the needs in communities and respond through sponsorships, donations, grants,
and employee volunteerism to more than 400 charitable organizations across North America.
Wawanesa’s charitable giving is focused on five primary areas:
Social Services |

Health |

Arts & Culture |

Education |

Community Activities

Each year, our employees rally in an annual giving campaign through the United Way where Wawanesa matches
employee contributions dollar-for-dollar, multiplying our investment so more can be accomplished.
Sometimes our efforts in community and business intertwine. On May 1, 2016, Fort McMurray, Alberta was
engulfed in wildfires making it the costliest insured natural disaster in Canadian history. True to our values of
helping communities and treating others with respect, we were the first insurer on the scene, deploying staff to
Fort McMurray to set up tents at the ground level so we could process claims face-to-face. We were proud of
our people who provided comfort and compassion in the time when they were needed most. Responding to an
immense community need, our employees rallied together and raised funds to support the honourable work of the
Canadian Red Cross. Employee donations were triple matched by Wawanesa in addition to a corporate contribution
of $100,000 totalling to more than $270,000 to help support humanitarian aid at Fort McMurray.
As our company grows, so do our efforts in community involvement. Across all our branches, we strive for
philanthropic excellence and give where we live to create better, stronger, and healthier neighbourhoods.
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Back row (L to R): David Unruh, Catherine Best, Ken Matchett, Nick Logan, Elizabeth Beale, Scott Penman, Bruce Jack, Robert Landry
Seated (L to R): Jeff Goy, Richard Bracken

BOARD OF DIRECTORS
The Wawanesa Mutual Insurance Company, Wawanesa General Insurance Company,
and The Wawanesa Life Insurance Company
R.R. Bracken 1,2,3,4,5
Chairman of the Board
E.J. Beale 2,3

S.J. Goy

N.R. Logan 1,4

B.W.J. Jack 1,5

K.L. Matchett 2,4,5

R.O. Landry 3,5

A.S. Penman 1,3

C.M. Best 1,5

D.G. Unruh 2,4

1. Member of the Audit Committee
2. M
 ember of the Conduct Review and Corporate Governance Committee
3. Member of the Investment Committee
4. Member of the Human Resources Committee
5. Member of the Risk Committee

We have a culture that’s very supportive of staff, very open and transparent.
And I believe employees are at their best in this type of environment.”
				– Jeff Goy President and Chief Executive Officer
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