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Policy 01-01, Part I, Funding Policy  
Part II, Application 1, Worker Benefit Fund,  

Part II, Application 2, Safer Workplaces Development Fund 

 
Recent changes to the Workers’ Compensation Act (WCA) clarify the purpose of 
the Accident Fund, which is to support a sustainable workers’ compensation 
system for the benefit of workers and employers. The WCB Review Panel also 
raised questions about how WCB manages excess funding that may arise from 
time to time. Given the recent review and subsequent legislative changes, WCB 
is looking for feedback on proposed updates to its funding policy. 
 
Proposed revisions to Policy 01-01, Part I, and Part II, Applications 1 and 2, are 
now open for comment. 
 

What is WCB proposing? 
 

 maintain the current funding target range of 114% - 128% as endorsed by 
the WCB Review Panel, 

 maintain the existing mechanism for funding the Accident Fund (premium 
levies), 

 define the Accident Fund as being made up of two distinct components: a 
Worker Benefit Fund and a Safer Workplaces Development Fund, 

 establish guidance on the transfer of monies between the two funds and 
the disbursement of monies from the Safer Workplaces Development 
Fund, and  

 recognize that the previously established Occupational Disease Reserve 
is redundant given the Accident Fund already contains a provision for 
latent occupational diseases. 

 
NOTE:  As part of the proposed changes, Application 2, Occupational Disease 
Reserve, will be repurposed for the Safer Workplaces Development Fund. 

 

How would excess funds be managed? 
 

When they occur, excess funds may be moved from the Worker Benefit Fund to 
the Safer Workplaces Development Fund. Guidelines for disbursing these excess 
funds include the following: 
 

 Amounts and timing of disbursements are at the discretion of the Board. 

 When special funding levies have been charged to employers over the 
past 3 years to replenish the Worker Benefit Fund and they have not been 
given back to employers, these would be allocated to employers. 
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 When a premium rate setting surplus occurred for the year, the surplus 
would be allocated to employers. 

 Remainder would then be allocated between worker initiatives that 
promote the health and safety of workers in the province and to 
employers. 

 

WCB invites your input 

As this reflects a change in approach for dealing with excess funds, WCB is 
seeking your input on the proposed policy drafts. 
 
The posting will be open for comment until August 13, 2018. 
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REFERENCE: Workers’ Compensation Act, RSA 2000, Sections 90, 91, 
92, 93(6), 97, and 100, 136.1, and 137.  

 Workers’ Compensation Regulation, Section 15 
 

 

POLICY: The legislative mandate of WCB requires that sufficient 

funds be available in the Accident Fund for the payment of 

present and future compensation as estimated by the 

Board’s Actuary. The Accident Fund contains two 

components: a Worker Benefit Fund and a Safer 

Workplaces Development Fund. The Worker Benefit Fund 

is considered to be sufficiently or Fully Funded when the 

total of all assets in the Worker Benefit Fund equals or 

exceeds 100% of the total liabilities in the Worker Benefit 

Fund. The Funded Position Ratio of the Accident Worker 

Benefit Fund represents the current funding status of the 

fund. 

 

The funding policy is based on the guiding principle of 

ensuring sustained fair compensation for injured workers at 

a fair price to employers. This means guaranteeing the 

appropriate level of benefits to injured workers in the long-

term and providing cost-effective risk financing for 

employers. 

 

The primary goals of the Funding Policy are to: 

 

 EnsureMinimize the risk of being unfunded, thereby 

ensuring there is sufficient money available in the 

Accident Worker Benefit Fund for the payment of 

present and future compensation to injured workers by 

minimizing the risk of being unfunded 

 

 Minimize cost volatility for employers so that the overall 

average premium rate for the current year will not vary 

significantly over the previous year’s overall average 

premium rate 

 

http://www.qp.alberta.ca/1266.cfm?page=W15.cfm&leg_type=Acts&isbncln=9780779725809
http://www.qp.alberta.ca/1266.cfm?page=2002_325.cfm&leg_type=Regs&isbncln=0779743539
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 Minimize the total cost charged to employers by 

ensuring the Funded Position Funding Level is 

appropriate in relation to our financial needs 

 

 Ensure a link exists between the current and future cost 

of today’s accidents and the premium rates paid by 

today’s employers Ensure today’s employers pay for the 

current and future cost of today’s accidents 

 

 As part of the duty to ensure sufficient funds are available 

for the payment of present and future compensation, WCB 

maintains a balance in the Accident Worker Benefit Fund 

that exceeds 100% of total liabilities in the Worker Benefit 

Fund and includes a provision for long latency occupational 

diseasesan Occupational Disease Reserve. These additional 

funds are required to mitigate the impact of Funded 

Position Funding Level Volatility on the premium rate. 

 

 This policy is effective January 1, 2019 November 1, 2013, 

except when noted otherwise in a specific policy section(s). 

 

 

INTERPRETATION 
 

1.0 Accident Fund The Accident Fund consists of all assets, liabilities, and 

reserves of WCB which are segregated between a Worker 

Benefit Fund and a Safer Workplaces Development Fund. 

All money received by WCB is to be paid into the 

Accident Fund and all expenditures of WCB, including 

the costs of administrating the Workers’ Compensation 

Act (WCA), are to be paid from the Accident Fund. 

 

2.0 Board’s Actuary The internal actuarial staff of WCB performs an annual 

valuation of the claim benefit liabilities to ensure the 

sufficiency of the AccidentWorker Benefit Fund. The 

valuation is reviewed by an external actuary who reports 

to the Board on the valuation in accordance with generally 

accepted actuarial practice. 
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3.0 Worker Benefit Fund The fundamental financial principle of workers’ 

compensation is to have sufficient funds in the Accident 

Worker Benefit Fund for the payment of present and 

future compensation, including the cost of administration. 

 

4.0 Safer Workplaces 

Development Fund 

The Safer Workplaces Development Fund consists of 

excess funds when the Funded Ratio is greater than 128%. 

The Board may, at its discretion, cause money to be 

distributed from the Safer Workplaces Development Fund. 

 

53.0 Fully Funded – Worker 

Benefit Fund 

The AccidentWorker Benefit Fund is considered to be 

sufficiently funded when the total of all the assets in the 

Worker Benefit Fund equals or exceeds 100% of the total 

liabilities in the Worker Benefit Fund. For the purpose of 

this policy, the Accident Worker Benefit Fund is 

considered fully funded when it is within the Funded 

Ratio target range of 114% to 128%. 

 

46.0 Funded Position Ratio – 

Worker Benefit Fund 

 

The Funded Position Funding Level of the Accident 

Worker Benefit Fund is equal to the total of all assets in 

the Worker Benefit Fund minus the total of all liabilities 

in the Worker Benefit Fund. This Funded PositionFunding 

Level represents the current funding level status of the 

Accident Worker Benefit Fund. The Funded 

PositionFunding Level can be expressed in dollar terms or 

as a percentage of liabilities. When expressed as a 

percentage of liabilities, it may be referred to as the 

Funded Ratio. 

 

5.0 Occupational Disease 

Reserve 

The Occupational Disease Reserve is part of the Accident 

Fund. It was established to provide for costs arising from 

possible latent occupational diseases where a causal link 

to the workplace has not been established but may be 

established in the future. It is maintained as an 

apportionment of the Funded Position. 
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67.0 Funded PositionFunding 

Level Volatility 

This is the amount of change expected in the Funded 

PositionFunding Level of the Accident Worker Benefit 

Fund over time. This variability of the Funded 

PositionFunding Level is caused primarily by investment 

and actuarial volatility. The Funded Ratio target range is 

set between 114% and 128% to recognize the impact of 

Funded PositionFunding Level Volatility. 

 

 

Please see Part II for additional information on the following subjects: 

 

Application 

1 – Funded PositionFunding Level – Worker Benefit Fund 

2 – Occupational Disease ReserveSafer Workplaces Development Fund (see Document History) 

 Rescinded:  Fund Balance (July 1, 2008) (see Document History) 

 

Previous versions 

 Policy 0101 Part 1 - August 2015 

 Policy 0101 Part 1 - November 2013 

 Policy 0101 Part I - July 2008 

 Policy 0101 Part I - October 2005 

 Policy 0101 Part I - January 2004 

 Policy 0101 Part I - January 2003 

 Policy 0101 Part I - April 2002 

 Policy 0101 Part I - January 2002 

 Policy 0101 Part I - December 2000 

 Policy 0101 Part I - August 2000 

 Policy 0101 Part I - June 1999 

 Policy 0101 Part I (consolidated manual 1st Issue) - February 1997 

https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/document_history.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p1_26aug15.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p1_04nov13.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p1_02jul08.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p1_01oct05.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p1_01jan04.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p1_01jan03.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p1_26apr02.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p1_01jan02.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p1_15dec00.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p1_01aug00.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p1_01jun99.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p1con_15feb97.pdf
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1. What is the Funded 

PositionFunding Level of 

the Worker Benefit Fund? 

The Funded PositionFunding Level of the Accident Worker 

Benefit Fund is equal to the total of all assets in the Worker 

Benefit Fund minus the total of all liabilities in the Worker 

Benefit Fund. It represents the current funding status of the 

Accident Worker Benefit Fund. The Funded 

PositionFunding Level can be expressed in dollar terms or 

as a percentage of liabilities. When expressed as a 

percentage of liabilities, it may be referred to as the Funded 

Ratio. 

 

The Funded Ratio target range for the Accident Worker 

Benefit Fund is 114% to 128%. 

 

2. What happens if the Funded 

Ratio falls below 114%? 

 

The shortfall in the Accident Worker Benefit Fund would be 

recovered through either a special levy (a funding policy 

requirement in the Premium Rate) as a funding policy 

requirementor a transfer from the Safer Workplaces 

Development Fund (see Application 2). The speed at which 

the Accident Worker Benefit Fund is replenished to the 

Funded Ratio of 114% would be identified in the annual 

financial plan approved by the Board of Directors. 

 

3. What happens if the Funded 

Ratio falls within the 

targeted range of 114% and 

128%? 

This results in the overall average premium rate equaling the 

required costs for the payment of present and future 

compensation. No action to replenish the Accident Fund or 

to pay out a special surplus distribution would be initiated 

when the Funded Ratio falls within the targeted range.  

 

4. What happens if the Funded 

Ratio exceeds 128%? 

The amount in excess of 128% would may be paid out to 

employers in the form of a special surplus distribution. The 

speed at which the excess is paid out is identified in the 

annual financial plan approved by the Board of Directors 

transferred from the Worker Benefit Fund to the Safer 

Workplaces Development Fund (see Application 2). 
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5. Is there a relationship 

between premiums and a 

special surplus distribution? 

 

A special surplus distribution is based on prior years’ 

operating results. In determining the amount available for 

distribution, consideration is given to the amount of the 

special surplus distribution in relation to the premiums 

collected. This is necessary to ensure that current year 

claims costs are linked to the current year premium rate. To 

preserve this linkage, the special surplus distribution will be 

capped as a percentage of the current year’s premiums. 

 

6. Is there a minimum 

threshold for payment of a 

special surplus distribution? 

The special surplus distribution must exceed a threshold 

amount of 1% of the claim benefit liability before it will be 

processed. The threshold is required because of the 

administration costs involved in processing the special 

surplus distribution payments. 

 

75. When is this policy 

application effective? 

This policy application (Application 1 – Funded 

PositionWorker Benefit Fund) is effective January 1, 

2019November 1, 2013, except when noted otherwise in a 

specific policy section(s). 

 

 

Previous versions 

 Policy 0101 Part II - August 2015 

 Policy 0101 Part II - November 2013 

 Policy 0101 Part II - July 2008 

 Policy 0101 Part II - October 28, 2005 

 Policy 0101 Part II - October 1, 2005 

 Policy 0101 Part II - January 2004 

 Policy 0101 Part II - April 2002 

 Policy 0101 Part II - December 2000 

 Policy 0101 Part II - August 2000 

 Policy 0101 Part II - June 1999 

 Policy 0101 Part II (consolidated manual 1st Issue) - February 1997 

https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p2app1_26aug15.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p2app1_04nov13.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p2app1_02jul08.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p2app1_28oct05.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p2app1_01oct05.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p2app1_01jan04.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p2app1_26apr02.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p2_15dec00.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p2_01aug00.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p2app1_01jun99.pdf
https://www.wcb.ab.ca/assets/pdfs/public/policy/manual/historical_pdfs/0101/0101p2con_15feb97.pdf
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1. Why does the Safer 

Workplaces Development 

Fund (the Development 

Fund) exist? 

The Development Fund exists as the mechanism to 

manage excess funds, which are created when the Funded 

Ratio of the Worker Benefit Fund is greater than 128% 

(see Application 1). 

 

Having a separate fund provides greater transparency and 

ensures that excess funds can be administered separately 

from the funds needed to deliver worker benefits. 

 

2.  What are the excess funds 

that go into the Development 

Fund? 

When the Funded Ratio for the Worker Benefit Fund is 

greater than 128%, the amount in excess of that 

percentage may be transferred to the Development Fund. 

 

Excess funds are generated in two ways: 

 

 The primary way is through investment surpluses, 

which occur when investment returns exceed the 

annual investment income required to manage the 

claim liability. 

 Although not common, excess funds can be 

generated through rate-setting surpluses, which 

occur when more money is collected on premiums 

than is required for a given rate year. 
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3. How is the Development 

Fund allocated? 

Amounts in the Development Fund are allocated as 

follows : 

 

1. Employers bear the risk of funding the system, 

including the risk of special levies* (see 

Application 1). Any special levies collected over 

the past three years that have not been given back 

to employers through this policy application are 

calculated and added to the amount available to 

employers. 

As well, when there is a premium rate-setting 

surplus in the immediately preceding fiscal year, 

the amount of the rate-setting surplus is added to 

the amount available to employers.  

*Worker benefits are guaranteed whether the 

fund is in a surplus or deficit position. 

Employers, on the other hand, are responsible 

for making up any shortfalls through special 

funding levies. Workers and employers would 

be treated disproportionately if this fact was 

not taken into consideration when determining 

the distribution of excess funds. 

 

2. The remaining amounts are available for 

disbursement: 

o to fund initiatives for the purpose of 

improving the health and safety of workers, 

and 

o to employers in the form of a special 

surplus distribution.  

 

If there is a shortfall in the Worker Benefit Fund, a 

transfer from the Development Fund may be needed to 

address the shortfall (see Application 1, Question 2). 
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4. When would these funds be 

disbursed? 

WCB’s Board of Directors determines when and how 

disbursements will take place. Generally, funds are 

anticipated to be disbursed within the year after they are 

available. In all cases, decisions are made in the interests 

of the overall financial health of the Accident Fund. 

 

5. When is this policy 

application effective? 

This policy application (Application 2 – Safer Workplaces 

Development Fund) is effective January 1, 2019, except 

when noted otherwise in a specific policy section(s). 
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Funding Workers’ Compensation 
 

 

Funding a stable and reliable workers’ compensation system 

One of WCB’s core strategic priorities is to ensure the financial sustainability of the system to 

ensure workers and employers have long-term, affordable protection from the impact of workplace 

injury and illness. Multiple components and people work together to ensure we achieve the right 

financial balance. 

The workers’ compensation system is 100% funded by employer premiums, which are paid into the 

Accident Fund. All costs of the system are paid from the Accident Fund.  

Management of the Accident Fund involves highly specialized actuarial and investment 

professionals who are supported by independent external consultants. Governance of the fund is 

the responsibility of the WCB Board of Directors and is articulated through the Funding Policy. 

WCB’s funding principle 

The Funding Policy is based on the guiding principle of ensuring sustained fair compensation for 

injured workers at a fair price to employers.  

Simply put, workers deserve to have their benefits protected for as long as they need them, and 

employers deserve cost-effective pricing strategies that ensure stability in the premiums they pay. 

There are two core—and distinct—financial activities that work together to achieve sustainability: 

premium rate-setting and fund management. 

Premium rate-setting  

To ensure today’s employers pay for the current and future costs of today’s accidents, we must 

collect enough premiums in a rate-setting year to cover all claim payments made to injured workers 

for injuries that occur during the year.  

We set rates with the goal of securing a worker’s benefits for the lifetime of the claim without 

passing costs on to future employers. Costs are spread among all employers, creating a balance 

between collective liability and individual employer accountability. 

Fund management 

Some claims last longer than 30 years, which means we have to account not only for the expected 

costs in today’s dollars, but also for the inflation that is expected in the intervening years. We set 

premiums to cover the projected benefit payments in today’s dollars; then, we invest approximately 

75% of the premiums collected in the rate-setting year to earn a return that will fund inflation on 

those future benefits. 
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For example, if we collect $1 billion in premiums from employers in 2018 to cover the cost of 2018 

injuries, $250 million is paid to workers in 2018, while $750 million is set aside to pay future costs of 

the injuries incurred in 2018. We invest that money to account for the inflation that will accumulate 

over the next 10, 20, even 30 years. 

 

Our responsibility is to ensure investments within the Accident Fund grow at a pace to match the 

growth in inflation and other cost factors. This practice ensures we are able to cover all future claim 

costs of injuries that occurred in that year. 

Today, we are managing an Accident Fund that has accumulated 

$11 billion.  

But our actuaries have estimated that we ultimately need 

approximately $17.7 billion to pay for all the future benefit costs 

related to all past accidents. 

As a result, our funding activities must reflect a long-term 

perspective and must be able to withstand the impact of volatility 

related to inflation and investment markets.  

Funding range 

WCB is required by the Workers’ Compensation Act to maintain 100% funding. The Accident Fund is 

considered fully funded when the total of all assets equals or exceeds 100% of the total liabilities.  

To help guard against investment and inflation volatility and protect worker benefits in the long 

term, we have established a target funding range of 114 – 128%. History has demonstrated that 

normal fluctuations in the funding levels will occur and we must have a sufficient funding range to 

ensure we remain fully funded.  

Currently, when our funding level lands outside the target funding range, our funding guidelines 

support the Board of Directors in determining what action to take.  

$750M 
Portion of 
premiums 

collected to fund 
future payments 

for today's 
accidents. 

$680M 
Investment 

income required 
to fund inflation 

of the future 
payments. 

$1.43B 
Ultimate value 

of future 
payments for 

today's 
accidents. 

Premium paid by 
employers 

Investment 
income earned 

Total  
future value 
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For example, if we end a year: 

 Above 128%, the Board may distribute excess funding in the following year. 

 Above 100% but below 114%, the Board may decide to begin phasing in premium levies to 

get the funding level back within the target range. 

 Below 100%, by legislation, the Board must maintain 100% funding and is required to 

introduce a levy to replenish the funding shortfall. 

The 2017 year-end funded ratio was approximately 127%, which is within the target funding range 

and requires no levy or distribution action. 

Funding surpluses  

For the past three years, we have experienced rate-setting deficits, meaning we did not collect 

enough premiums from employers to pay for the cost of injuries occurring in the year. Yet our 

funding level has consistently operated above the funding range. Why?  

The reason is very strong investment returns that far exceeded the annual investment income 

required to fund the growth of the claim liability. Each year we have experienced a rate-setting 

deficit and an investment income surplus, resulting in a cumulative funding surplus of $549 million. 
 

Deficits/surpluses 
2015-2017 

cumulative totals 

Rate-setting deficits ($159 million) 

Net investment surplus $708 million 

Funding surplus  $549 million 

 

Annually, WCB aims to set appropriate premium rates and investment income targets to secure 

worker benefits now and into the future. We will continue to follow our Funding Policy to manage 

sustainable funding for Alberta’s workers’ compensation system. 
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