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Manitoba Public Insurance Page 1 of 1 

CAC (MPI) 1-8 

Part and 

Chapter: 

Part V-- Expenses Page No.: N/A 

PUB Approved 

Issue No: 

8. Cost of operations 

Topic: 2021 Compensation report 

Sub Topic:  

 

Preamble to IR: 

Per The Public Sector Compensation Disclosure Act the corporation prepares a 

compensation report. 

Question: 

Please file a copy of the latest public compensation report prepared in accordance with 

The Public Sector Compensation Disclosure Act together with the Auditor’s report. 

Rationale for Question: 

To assess and understand compensation costs paid, by the corporation, in 2021 to 

employees. 

RESPONSE: 

The Public Sector Compensation Disclosure Act report can be found on the 

Corporation’s website mpi.mb.ca - Compensation Disclosure (mpi.mb.ca). 

https://www.mpi.mb.ca/Documents/2021-compensation-report.pdf






































































































































































Agenda
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• Project Nova Re-baseline:

• Delivery Roadmap
• Project Costs
• Ongoing Costs
• Benefit Stream
• NPV Analysis

• Questions
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Delivery Roadmap
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Project Nova  Delivery Roadmap 
Original LMA Business Case (January 2019)

Renew Insurance Obtain Driver Abstract Obtain Claims Experience
Letter

Driver Education Registration Check status of claim

Class 1-4 knowledge & road 
test appointments

Driver Instructor related road 
tests

Replace Driver 
Licence/Identity Card

Issue replacement vehicle 
registration/insurance 
certificate

Driver Licensing Testing 
Appointments Book/Pay

* Note – no transaction priority/release schedule was produced, only assumption was that broker commission savings would begin in FY23/24

Insurance/DVA txns Customer Self-Service Service roll-out listing 

J F M A M J J A S O N D J F M A M J J A S O N D J F M A M J J A S O N D J F M A M J J A S O N D J F M A M J J A S O N D

Project Nova

 Planning & Readiness
Program Planning & Readiness

DVA 
Release 1 - DVA Modernization

Customer Transition

P&C Insurance 
Release 1 - Commercial Auto & Billing 
Pilot

Release 2 - Commercial Insurance

Commercial Customer Transition

Release 3 - Personal Auto & Billing

Personal Customer Transition

Release 4 - Claims

Customer Self-Service

Release #1 - Technology Stand-up

Release #2 - Online Supported Services
 (e-communications)

Insurance/DVA txns roll-out 

Key Initiatives and Milestones

(calendar year)

2020 2021 2022 20232019

Denotes Release Go-Live Dates
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Project Nova  Delivery Roadmap  - Jan 2021 

Customer Self-Service Release #3 Insurance, Registration, DVA transactions listing

Renew Driver’s Licence Address Change Renew Insurance/Registration Review Letters & Correspondence Check status of driver’s 
licence/account

Obtain Rental Vehicle Insurance Obtain Driver’s abstract Replace Driver Licence/Identity Card Partner Document Submission Change/Cancel 
Insurance/Registration
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Project Nova Delivery Roadmap

6

February 2021
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Roadmap Change
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Stream Change Rebaseline Date Revised 
Date

DVA IRP Vehicle Transition:
Changed to a big-bang transition instead of a one (1) year transition

Oct-22 to 
Sep-23

Oct-22

DVA Personal Customer Transition:
Now starting 3 months earlier

May-23 to
Apr-24

Feb-23 to
Apr-24

P&C SRE Customer Transition: 
Changed from an 18 month to a 12 month transition

Apr-22 to
Sep-23

Apr-22 to 
Jun-23

P&C Physical Damage Claims Transition:
Added to the roadmap

Dec-23 to 
Mar-24

Digital Release 1B Commercial Insurance – Customer Portal:
Customer Portal has now been combined with Release 2B

Mar-21 to 
Jun-22

Feb-22 to
Dec-22

Digital 1A Partner Portal (SRE Insurance):
Added to the roadmap o represent Digital work for R1A

Mar-21 to 
Mar-22

Digital 2B SRE/IRP Customer Portal Release:
Dates revised with the inclusion of release 1B

Jun-22 to
Dec-22

Feb-22 to
Dec-22

(As of February 2021)
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One-Time 
Modernization Costs
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Nova Program Financial Summary
(as at  31-Mar-21)
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Project Costs Stream YTD Actual 
(2020/2021)

LTD Actual

Nova - DVA Stream $ 5,294,694 $ 6,107,703

Nova – P&C Stream $ 8,022,933 $ 8,724,247

Nova – Digital Stream $  2,681,010 $ 3,278,029

Nova – Leadership Stream $  2,856,416 $ 4,135,009

Total Program $ 18,855,053 $ 22,244,989
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Key Sections Covering Financial Analysis of Project Nova to measure financial viability of the initiative. 

1. One-time Costs – Program One time costs will be assessed and estimated for the multi-year implementation as per
Business Vision(s) and Project Delivery Roadmap. One time costs include all capital expenditures MPI shall undertake
to implement the new P&C solution, DVA Solution and Application/Integration Platforms which will include System
Integrator Costs to implement the product, licensing, one time training, Governance, Leadership, MPI Labour, etc.

2. Recurring/On-going Costs – Program ongoing costs which shall be  incurred during and after the solution is
implemented such as Software Licensing costs, Applications maintenance and support costs, training,  etc.

3. Benefits – benefits include financial and non-financial benefits of replacing the legacy systems with new application
platforms, which will be realized in a short-term and long term period by MPI.

4. Cost Avoidance – one-time and recurring costs that are avoided with completion of the proposed solution.

Key Financial Metrics – Base Assumptions 
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Metric Assumption Value

Discount Rate 7.5 % 

Years for NPV 15 Years

Annual Inflation 1% annually until 2024; thereafter 2% annually 2024 onwards

[Redacted] [Redacted]

Project Nova –Business Case Methodology
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One Time Modernization Costs 
(Submitted January 2021)

January 2019 Original 
Budget

January 2021
Re-baselined Budget

Increase / 
(Decrease)

One-Time Modernization Cost Estimated Cost ($M) Estimated Cost ($M) ($M)

Driver and Vehicle Administration $26.0 $36.5 $10.5

P&C Insurance $36.9 $43.1 $6.2

Severance $2.3 $4.0 $1.7

Digital Stream $12.2 $16.0 $3.8

Governance Vendor $1.2 $2.4 $1.2

Leadership, nPMO & Quality 
Assurance

$6.8 $12.7 $5.9

Total One Time Costs $85.4 $114.7 $29.3

Contingency $21.4 $16.8 $(4.6) 

Grand Total One-Time Costs with 
Re-baseline Contingency

$106.8 $131.5 $24.7
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One Time Modernization Costs  - $3M Adjustment
(Revised March 2021)

January 2021 
Rebaselined Budget

March 2021
Re-baselined Budget

Variance*

One-Time Modernization Cost Estimated Cost ($M) Estimated Cost ($M) ($M)

Driver and Vehicle Administration $36.5 $35.0 $(1.5)

P&C Insurance $43.1 $42.6 $(0.5)

Severance $4.0 $4.0 $0.0

Digital Stream $16.0 $15.0 $(1.0)

Governance Vendor $2.4 $2.4 $0.0

Leadership, nPMO & Quality 
Assurance

$12.7 $12.7 $0.0

Total One Time Costs $114.7 $111.7 $(3.0)

Contingency $16.8 $16.8 $0.0 

Grand Total One-Time Costs with 
Re-baseline Contingency

$131.5 $128.5 $(3.0)

12

** Integration and Operational Shared Services work related to the development of MPI’s Data Warehousing environment was originally included in 
the scope of Project Nova. The IT Transformation project will now be completing these deliverables.
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One Time Modernization Costs 
Summary of Rebaseline Adjustments @ March 2021 (128.5M vs 106.8M):
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Category/Stream
Change from 

Jan 2019
Original ($M)

MPI Resourcing 
Adjustments ($M)

Vendor 
Adjustments ($M)

Contingency 
($M)

Total ($M)

Driver and Vehicle 
Administration

+9.0
(+10.5-1.5)

+$5.0 +$4.0 +$9.0

P&C Insurance +$5.7
(+$6.2-$0.5)

-($0.4) +$6.1 +$5.7

Severance +$1.7 +$1.7 +$0.0 +$1.7

Digital Stream +$2.8
(+$3.8-$1.0)

+$2.5 +$0.3 +$2.8

Governance Vendor +$1.2 +$0.0 +$1.2 +$1.2

Leadership, nPMO & 
Quality Assurance

+$5.9 +$5.9 +$0.0 +$5.9

Contingency -($4.6) -($4.6) -($4.6)

Total change 
(includes $3M adjustment)

+$21.7 +$14.7 +$11.6 -(4.6) +21.7
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Ongoing Costs (OPEX)
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Operational On-Going Costs – Insurance 
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Expense Category
Original Business 
Case ($M)

Rebaselined Business 
Case($M)

Increase / 
Decrease($M)

Totals 2019/20 thru 2033/34

Labour (Technology) 39.9M 36.4M -3.5M

Software Licensing 82.0M 82.1M 0.1M

Training & Conferences 0.0M 0.5M 0.5M

Premium Surcharge 0.0M 4.5M 4.5M

Totals 121.9M 123.5M 1.6M
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Operational On-Going Costs –DVA 
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Expense Category
Original Business 
Case($M)

Rebaselined 
Business Case($M)

Increase / 
Decrease($M)

Total 2019/20 thru 2033/34

Hardware / IBM 8.4M 2.8M -5.6M

Labour (Technology) 13.9M 13.8M -0.1M

Software Licensing 57.2M 59.7M 2.5M

Training & Conferences 0.0M 0.07M 0.1M

Totals 79.4M 76.3M -3.1M
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Operational On-Going Costs –Digital Stream 
Application & Integration Platforms
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Expense Category
Original Business 
Case($M)

Rebaselined Business 
Case($M)

Increase / 
Decrease($M)

Total 2019/20 thru 2033/34

Labour (Technology) 20.2M 19.3M -0.9M

Application Platform Hosting, Licensing 
& Support

40.2M 23.9M -16.3M

Integration Platform Hosting, Licensing 
& Support

20.6M 7.3M -13.2M

Totals 81.0M 50.6M -30.4M
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Ongoing Costs 
(Re-baseline Year by Year Breakdown)
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Within each stream the Ongoing Costs include estimates for the new technology support teams, software licensing, IBM costs (DVA) and 
training.  

Total All streams:

Period 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34

Year 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 Total

Ongoing Costs - Pre-Implementation* 0.00M -0.44M -12.92M -15.44M -28.79M

Ongoing Costs - Post-Implementation** 0.00M 0.00M 0.00M -1.13M -18.10M -20.39M -20.10M -19.18M -19.48M -19.79M -20.11M -20.39M -20.64M -20.96M -21.28M -221.55M

Ongoing Cost Total 0.00M -0.44M -12.92M -16.57M -18.10M -20.39M -20.10M -19.18M -19.48M -19.79M -20.11M -20.39M -20.64M -20.96M -21.28M -250.34M

DVA:

Ongoing Costs - Pre-Implementation* 0.00M -12.10M -9.90M -22.00M

Ongoing Costs - Post-Implementation** 0.00M 0.00M -0.14M -8.77M -5.96M -5.15M -4.03M -4.11M -4.21M -4.30M -4.34M -4.35M -4.44M -4.51M -54.31M

Ongoing Cost Total 0.00M 0.00M -12.10M -10.04M -8.77M -5.96M -5.15M -4.03M -4.11M -4.21M -4.30M -4.34M -4.35M -4.44M -4.51M -76.31M

Insurance:

Ongoing Costs - Pre-Implementation* -4.33M -4.33M

Ongoing Costs - Post-Implementation** 0.00M -0.58M -5.99M -10.60M -10.99M -11.07M -11.16M -11.24M -11.33M -11.42M -11.51M -11.59M -11.67M -119.15M
Ongoing Cost Total 0.00M 0.00M 0.00M -4.91M -5.99M -10.60M -10.99M -11.07M -11.16M -11.24M -11.33M -11.42M -11.51M -11.59M -11.67M -123.47M

Digital:

Ongoing Costs - Pre-Implementation* -0.44M -0.81M -1.21M -2.46M

Ongoing Costs - Post-Implementation** -0.41M -3.33M -3.83M -3.96M -4.08M -4.21M -4.35M -4.49M -4.63M -4.78M -4.93M -5.09M -48.09M

Ongoing Cost Total 0.00M -0.44M -0.81M -1.62M -3.33M -3.83M -3.96M -4.08M -4.21M -4.35M -4.49M -4.63M -4.78M -4.93M -5.09M -50.55M

Leadership - No ongoing costs:

* Pre-Implementation - All ongoing operating costs incurred prior to solution deployment

** Post-Implementation - All ongoing operating costs incurred after implementation
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Benefits
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Benefits
(Re-baseline Year by Year breakdown)*
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Total All streams:

Period 2021/222022/232023/242024/252025/262026/272027/282028/292029/302030/312031/322032/332033/34

Year 3 4 5 6 7 8 9 10 11 12 13 14 15 Total

DVA + Insurance+ Shared Benefits 0.00M 0.15M 5.56M 29.51M 34.58M 38.06M 41.75M 42.80M 43.88M 44.99M 46.13M 47.31M 48.51M 423.23M

DVA:
FTE Savings, Technology Savings, External 

Labour Savings
0.00M 0.00M 0.77M 5.81M 6.40M 6.53M 6.66M 6.79M 6.93M 7.06M 7.21M 7.35M 7.50M 68.99M

Insurance:
FTE Savings, Technology Savings & External 

Labour Savings
0.00M 0.10M 3.48M 15.36M 16.45M 16.78M 17.12M 17.46M 17.81M 18.17M 18.53M 18.90M 19.28M 179.44M

Shared Benefits:
Shared - Commissions, Postage, Banking, 

etc
0.00M 0.05M 1.30M 8.35M 11.73M 14.75M 17.97M 18.55M 19.15M 19.76M 20.40M 21.06M 21.73M 174.80M

Ongoing Cost Avoidance:
(i.e. Deferred Development Savings / 

Security Savings for Legacy apps)
0.06M 0.84M 4.93M 7.49M 7.64M 7.79M 7.94M 8.10M 8.27M 8.43M 8.60M 8.77M 8.95M 87.80M

One-Time Cost Avoidance:
(SRE modernization, Security Debt 

modernization, etc.)
0.00M 7.32M 5.22M 0.90M 0.00M 0.00M 0.00M 0.00M 0.00M 0.00M 0.00M 0.00M 0.00M 13.44M

* see section on Business Case Benefit Start Dates (Slides 46,47)
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Summary of Nova Benefits With Start Dates
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DVA:

Insurance:

Savings Category Benefit Start Date
1-Apr-23 1-Jan-24 1-May-24 1-Jul-24

[Redacted]

[Redacted]
[Redacted]
Technology Savings (IBM, Software) P

Savings Category Benefit Start Date

1-Jan-23 1-Jan-24 1-May-24 1-Jul-24
[Redacted]

[Redacted]

[Redacted]

[Redacted]

Technology Savings (IBM, Software) P

One Time Savings:

Cost Avoidance (in Legacy Applications) Benefit Start Date

1-Apr-22 1-Apr-23 1-Apr-24
Implementation Savings - Extension Products P 50% P 50%
Security Debt Remediation P 50% P 50%
Effort to increase Security Maturity P 50% P 50%
SRE Modernization P 80% P 20%
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Summary of Nova Benefits With Start Dates 
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Additional Savings:

Savings Category Benefit Start Date

1-Mar-22 1-Mar-23 1-Sep-23 1-Oct-23 1-Jan-24 1-Apr-24 1-May-24 1-Jun-24

Recurring Security Cost Avoidance P 50% P 50%

Deferred Development Savings P

Merchant and Banking Savings P

Broker Compensation Savings P

New Profit on Extension Products P

New Profit on SRE Products P

Software -Sybase & Biztalk P

External Labour Sybase_Biztalk P

Postage Savings P
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On-Going Cost Saving Benefits - Insurance

Expense Category
Original Business Case 

($M)
Rebaselined Business 

Case ($M)
Increase / Decrease 

($M)

Total 2019/20 thru 2033/34

Technology Savings 14.8M 14.9M 0.1M

[Redacted]
[Redacted]
[Redacted]

Totals [Redacted]
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On-Going Cost Saving Benefits - DVA

Expense Category
Original Business 

Case($M)
Rebaselined 

Business Case($M)
Increase / Decrease($M)

Total 2019/20 thru 2033/34

Technology Savings 14.9M 5.8M -9.1M

[Redacted]
[Redacted]
[Redacted]

Totals [Redacted]
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On-Going Cost Saving Benefits –Shared 
(All Streams)
Expense Category

Original Business 
Case($M)

Rebaselined Business 
Case($M)

Increase / 
Decrease($M)

Total 2019/20 thru 2033/34

Broker Compensation 114.7M 148.6M 33.9M

Postage 6.3M 5.7M -0.5M

Merchant and Banking 6.9M 7.0M 0.1M

Sybase & Biztalk Licensing 7.2M 1.8M -5.5M

Sybase & Biztalk External Labour 0.0M 3.2M 3.2M

Additional Revenue/Profit 11.2M 8.5M -2.7M

Totals 146.3M 174.8M 28.5M
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On-Going and One Time Cost Avoidance Benefits
On-Going Benefits:

Expense Category
Original Business 

Case($M)
Rebaselined Business 

Case($M)
Increase / Decrease($M)

Total 2019/20 thru 2033/34

Deferred Development 67.4M 67.9M 0.5M

Legacy App Security Savings 18.8M 19.9M 1.1M

Totals 86.2M 87.8M 1.6M

One-Time Benefits:

Expense Category
Original Business 

Case($M)
Rebaselined Business 

Case($M)
Increase / Decrease($M)

One-Time Benefits

Security Debt Remediation 5.1M 5.1M 0.0M

Attain Security Maturity (4.2) 1.5M 1.5M 0.0M

5 Extension Products 2.0M 1.8M -0.2M

SRE Modernization 5.0M 5.0M 0.0M

Totals 13.6M 13.4M -0.2M
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NPV Analysis

27
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NPV Scenario
Net present value was calculated for 15 year period start from project initiation, March 1st, 2019.

Our Rebaselined Scenario:

• Discount rate @ 7.5%

• Updated MPI Costs based on Revised Delivery/ Resourcing Plan

• Updated all Vendor Costs based on final negotiations

• [Redacted]

• Includes base broker compensation scenario from original LMA business case with 
updated forecasts and new Broker Commission agreement (Nov 2020) 

• Includes cost avoidance for mandatory business capabilities that would be delivered 
by the target solution.

• Includes  recurring cost avoidance

• includes  one-time cost avoidance
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Business Case Program Overview - NPV 
(Integrated Project Nova)
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Description
January 2019 Original

($M)
March 2021 

Current  ($M)
Increase / 

(Decrease) ($M)

Discount Rate 7.5% 7.5% 0%

One Time Modernization (previously "CAPEX") $85.43 $111.66 $26.23

One Time Modernization – Contingency * $21.4 $16.8 $(4.6)

Ongoing costs to operate (Total Opex - during 15 year NPV period)** $282.35 $250.34 $(32.01)

One-time Total Cost Avoidance Benefit $13.64 $13.44 $(0.20)

Ongoing Cost Avoidance Benefit(Deferred Development, Security for Legacy Apps) $86.21 $87.80 $1.59

Ongoing Benefits (Total during 15 year NPV period) $397.82 $423.23 $25.41

[Redacted] [Redacted] [Redacted] [Redacted]

15 Year NPV $12.7 $18.4 $5.7

Payback Period 14 Years 14 Years 0 Years

NPV estimate assumes that all the Line of Business streams will be implemented as one program. 

*  Contingency Approach presented in Appendix 2

** On-going  - Vendor costs applied at negotiated rates, all other OPEX and Savings applied using annual 1-2% inflation rate. Realistic Broker Commission Savings from 
new IBAM agreement.
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Recommendation

• An increase in Project Nova project costs funding from $85.4M to $111.7M (previously 
$114.7M)

• Residual 15.6% project contingency  funding of $16.8M for an overall One Time 
Modernization cost of $128.5M (previously $131.5M)

• Authorize CEO approval of $16.8M contingency funding utilization with monthly reporting 
to Technology Committee regarding project performance, financials and contingency 
allocation 

• 15 years NPV of $18.4M and payback period of 14 years based on 7.5% discount rate

• DVA operational costs allocation methodology requires review and adjustments due to 
Nova transformation and target state operating model

• Recommend to the Board of Directors that the re-baselined business case for Project Nova 
be approved and become the new baseline for Project financials and performance 
measurements

30

That the Members support the following:

• [Redacted]
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QUESTIONS?
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Appendix 1 
Summary of  Changes vs. Presentation Submitted to PUB Feb 24 2021

33

Slide #(s) Add Change Removed Comment

6-7 ✔ Explanation of Delivery Roadmap change

9 ✔ Updated Nova Program Financial Summary as at 31-Mar-21

12 ✔ Slide added to Explain $3M reduction in Project costs (IT Transformation).

13 ✔ Detailed summary explaining changes from Original to adjusted re-baseline ($106.8M to $128.5M).

15-17 
✔

Replaced Ongoing Costs slides (11-13) with slides 16-18 to provide users with a 15 year cost overview vs. 1 
year overview.

23-26 ✔ Replaced Ongoing Benefits slides (19-21) with slides 24-27 to provide users with a 15 year benefit overview 
vs. 1 year overview.

✔ Removed previous extension benefits adjustment slides 22-24 as the updated amount is now captured in 
rebaseline slide 27.

28 ✔ Updated bullets on Base NPV Scenario slide (previously 26) to indicate NPV updates aligned with new 
delivery plan and updated vendor costs.

29 ✔ Adjusted previous NPV Slide (27) to capture the $3M reduction in project costs.

30 ✔ Adjusted previous Recommendation slide (28) to reflect $3M reduction.

✔ Removed “Appendix” and “One-Time Modernization” title slides (30-31) – did not add value.  Information 
in slides 34-36 was removed as now captured in slides 14, 19 and 21

35-36 ✔ Added “Appendix 3” in title

39 ✔ Adjusted NPV slide 8.5% vs 7.5% discount (previous 41) to capture $3M change.

✔ Removed slides 42-46 showing P&C and DVA cost portions – Rebaselined business case approved for both 
streams.
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Appendix 2
Re-Baseline Contingency Approach 

34

$23,750,183 $17,200,000 ($6,550,183) 15% $2,580,000 $19,780,000 

$11,902,582 $12,615,816 $713,234 20% $2,523,163 $15,138,979 

$625,000 $38,496 ($586,504) $0 $38,496 

$0 $1,000,000 $1,000,000 $1,000,000 

$0 
$741,529 $741,529 $741,529 

$578,598 $11,503,125 $10,924,527 2.5% $287,578 $11,790,703 

$36,856,363 $43,098,966 $6,242,603  $5,390,741 $48,489,707 

$18,100,000 $21,500,000 $3,400,000 17.5% $3,762,500 $25,262,500 

$6,683,399 $14,158,504 $7,475,105 20% $2,831,701 $16,990,205 

$1,250,000 $229,743 ($1,020,257)  $0 $229,743 

$0 $0 $0 20% $0 

$0 $634,033 $634,033  $0 $634,033 

$26,033,399 $36,522,280 $10,488,881 $6,594,201 $43,116,481 

$400,000 $430,950 $30,950 10% $43,095 $474,045 

$11,304,240 $14,502,317 $3,198,077 20% $2,900,463 $17,402,780 

$77,993 $318,253 $240,260 $0 $318,253 

$11,782,233 $15,251,520 $3,469,287 $2,943,558 $18,195,078 

$400,000 $194,320 ($205,680) 10% $19,432 $213,752 

$0 $0 $0 20% $0 $0 

$0 $0 $0 2.5% $0 

Training $0 $448,608 $448,608

$77,993 $107,992 $29,999 $107,992 

$477,993 $750,920 $272,927 $19,432 $770,352 

Governance Vendor 1,200,000$                2,373,584$                  $1,173,584 0% $0 $2,373,584 

Leadership, nPMO & Qual ity 

Assurance 6,789,625$                12,662,616$                $5,872,991 20% $2,532,523 $15,195,139 

$0 

Severance 2,294,723$                4,000,000$                  $1,705,277 10% $400,000 $4,400,000 

Total $85,434,336 $114,659,886 $29,225,550 $17,880,456 $132,540,342 

Re-baseline  Contingency 15.6% 16,852,409$      131,512,295$    

Subtotal

Appl ication Platform
SI Costs

MPI Labour (40/60)

RFP Costs

Subtotal

Duck Creek Training & 

conformance

Licensing Costs

Integration Platform

SI Costs

MPI Labour (40/60)

RFP Costs

Subtotal

Licensing & Support

Subtotal

DVA

SI Costs

MPI Labour (40/60)

RFP Costs

Hardware Costs

Licensing Costs

Residual 

Contingency $
Total

Duck Creek Professional 

P&C Insurance SI Costs

MPI Labour (40/60)

RFP Costs

Residual 

Contingency 

%

Project Cost Streams Expense Category

Original January 

2019 Business Case 

Project Costs 

November 2020  

Business Case Project 

Costs (CAPEX)

Variance 
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Appendix 3- [Redacted]
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Appendix 3-[Redacted]
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Appendix 4 - NPV & 
Cash Flow Analysis

37
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MPI’s discount rate methodology calculates rates based on risk levels

• In 2019, High and Medium-High risk projects were assessed at discount rates of 9.0% and 7.5% 
respectively.  The original business case set the project risk at Medium-High and 7.5% discount 
rate.

• In 2020, High and Medium-High risk projects are assessed at discount rates of 8.5% and 7.5%. For 
the re-baseline business case revising the project risk to High and a corresponding discount rate 
of 8.5% is consistent with the PUB GRA 2021 Order 

The risk mitigation strategies identified in the original business case are relevant:

• A formal Risk Management & Mitigation Strategy and Governance process

• Engagement of a risk mitigation team led by an independent governance advisor

• Two industry expert vendors performing independent and separate business cases for this project 
(Deloitte and Avasant)

• Core financial benefits that stem from internal cost savings controllable by MPI

• Signed long term contracts with established vendors including online support service capabilities 
accepted in the market

• Ongoing project assessment at critical project milestone dates to re-assess execution risk and 
benefit risk

Appendix 4 
Discount Rate

38
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Appendix 4 
Re-Baseline Costs and Benefits Analysis (Impact of Discount Rate change 7.5% to 8.5%)

39

Description
January 2019 Original 

($M)
March 2021 Re-
baselined ($M)

March 2021 Re-
baselined ($M)

Discount Rate 7.5% 7.5% 8.5%

One Time Modernization Costs* $85.4 $111.7 $111.7

One Time Modernization Costs – Contingency $21.4 $16.8 $16.8

Ongoing Operational Costs (- Cash flow)* $21.3 $18.4 $18.4

One Time Total Cost Avoidance $13.6 $13.4 $13.4

On-going annual Cost Savings and New Revenue(+ Cash flow)* $41.6 $43.3 $43.3

[Redacted] [Redacted] [Redacted] [Redacted]

15 Year NPV $12.7 $18.4 $9.5

Payback Period 14 Years 14 Years 15 Years
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CAC (MPI) 1-24 

Part and 

Chapter: 

Part IV – NOVA 

Project 

Page No.: 6 of 32 

PUB Approved 

Issue No: 

19. Project Nova 

Topic: Broker Agreement 

Sub Topic:  

 

Preamble to IR: 

Page 6 of Part IV - Nova Project notes the following: 

“The 2022 Re-Baseline includes customer experience and the negotiated 

Broker agreement – NOV Appendix 14 – Broker Agreement Between MPI 

and IBAM, and subsequent impacts to the NOVA budget and business 

case. As the current Broker agreement expires on March 31, 2026, MPI 

will negotiate a new agreement with IBAM before then, which may 

impact the 2022 Re-Baseline.” 

Question: 

Please explain why the Broker Agreement needs to be renegotiated and provide the 

details of the impact it may have on the 2022 Re-Baseline. 

Rationale for Question: 

To better understand the reasons the Broker Agreement needs to be renegotiated in 

advance of its March 2026 expiry and how the Broker Agreement may impact the 

2022 Re-baseline. 

RESPONSE: 

The parties signed the current broker agreement in November 2020 and then 

anticipated that online service delivery would go live in the summer of 2023. MPI later 
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moved the current program schedule and the expected delivery of online services to 

summer 2024.  

A revised broker agreement could impact the 2022 re-baseline if adjustments are 

made to the compensation schedules to reflect the updated delivery timeline. 
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CAC (MPI) 1-25 

Part and 

Chapter: 

Part IV – NOVA Project Page No.: 14, 30 of 32 

PUB Approved 

Issue No: 

19. Project Nova 

Topic: Governance model 

Sub Topic:  

 

Preamble to IR: 

Page 14 of Part IV – Nova Project states: 

“MPI delivers NOVA using the SAFe methodology and manages it 

through a centralized governance model.” 

Page 30 of Part IV – Nova Project states: 

“Value Management participated in numerous business case/benefit 

sessions with leadership, the Operational Business Champions (OBCs), 

and external consultants PwC (Governance) and McKinsey (Program 

Assessment).” 

Question: 

Please file copies of PwC’s governance reports relating to Project Nova. 

Rationale for Question: 

To review the external party’s governance report relating to Project Nova. 

RESPONSE: 

PwC governance services provide findings based on information from multiple sources, 

such as document reviews, interviews and attending meetings. These findings are 

validated with the Program (with risk mitigations, solutions and advice provided).  
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Please see the following Attachments: 

• Attachment A: Project Nova Report 16 Jun 4 2021 - Confidential 

• Attachment B: Project Nova Report 17 Aug 18 2021 - Confidential 

• Attachment C: Project Nova Report 18 Oct 6 2021 - Confidential 

• Attachment D: Project Nova Report 19 Dec 10 20 - Confidential 

• Attachment E: Project Nova Report 20 Feb 2 2022 - Confidential 

• Attachment F: Project Nova Report 21 Apr 12 2022 - Confidential 

• Attachment G: Project Nova Report 22 Jun 1 2022 - Confidential 

• Attachment H: Project Nova Report 23 Jun 30 2022 - Confidential 
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Attachment A to H: 

Project Nova Reports 

This material is the subject of a confidential motion. 
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CAC (MPI) 1-26 

Part and 

Chapter: 

Part IV – Project Nova Page No.: 26 of 32 

PUB Approved 

Issue No: 

19. Project Nova 

Topic: Pivot to Cloud Solutions 

Sub Topic:  

 

Preamble to IR: 

On page 26 of Part IV – Project Nova MPI indicates that key business case 

adjustments include new costs to account for the pivot to Cloud solutions. 

Question: 

Please provide a narrative discussion explaining the rationale, benefits and risks 

respecting the pivot to Cloud solutions for Project Nova. 

Rationale for Question: 

To better understand the rationale for MPI pivoting to Cloud solutions. 

RESPONSE: 

As Celtic is an on-premises solution, MPI originally decided to install it on Cloud 

infrastructure (as opposed to on-premise data infrastructure). IBM, the original cloud 

provider, unsuccessfully attempted to stand up this infrastructure. MPI then sought 

alternative solutions, which meant pivoting and obtaining these services from MS 

Azure (resulting in additional costs). MPI based its decision to leverage MS Azure on 

MPI being an existing Microsoft customer, allowing procurement under the existing 

agreement and also not requiring a request for proposal (RFP). MPI also made this 

decision in order to continue with NOVA Release 2 development activities and to 

minimize any schedule impacts. 
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CAC (MPI) 1-27 

Part and 
Chapter: 

Part IV – Project Nova Page No.: 29 of 32 

PUB Approved 

Issue No: 
19. Project Nova 

Topic: 2022 Re-Baseline business case adjusted NPV equals 

$(188.9M) 

Sub Topic:  

 

Preamble to IR: 

Page 29 of Part IV – Project Nova notes that MPI is now projecting a negative NPV of 

$188.9 million. 

Question: 

Please provide a narrative discussion on the rationale for recommending to proceed 

with Project Nova when the NPV is projected to be negative $188.9 million. 

Rationale for Question: 

To better understand the rationale for MPI proceeding with Project Nova when the 

projected benefits result in a negative NPV of $188.9 million. 

RESPONSE: 

As described in the response provided by MPI in the 2022 GRA to Information Request 

CAC (MPI) 1-33(a), see Appendix 1. the program objectives of Project NOVA are 

critical and must be completed, irrespective of its net present value. The Executive 

and Board of Directors of MPI remain committed to achieving the strategic objectives 

of Project NOVA and to transforming the processes and technology of MPI as it 

progresses towards MPI 2.0. 
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As outlined in the original business case, financial considerations do not solely drive 

the key business objectives of Project NOVA. The changing landscape of customer 

needs and technological advancements require an overall strategic plan for MPI to 

meet its corporate vision and mission. Project NOVA is one important element to this 

plan. While MPI exercises financial prudence in the management of project costs and 

focuses its attention on optimizing the net ongoing financial benefits, MPI will measure 

project success with reference to meeting the following objectives: 

• Stable Technology Platform 

• Agility in delivery of features and capabilities to address Business Needs 

• Cost Savings and Operational Efficiencies 

• Availability and Portability for External Partners/Customers 

• Automation of SRE 

• Secured Solution 

• Transform the Customer Experience 
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CAC (MPI) 1-33 

Part and 
Chapter: 

Part I Overview Page No.: 6 

PUB Approved 
Issue No: 

10—Current IT Strategic Plan and IT Expenses and 
Projects, Including Project Nova 

Topic: Project Nova—business case update 

Sub Topic:  

 

Preamble to IR: 

MPI has completed a review and update to the Project Nova business case. 

Project Nova is now expected to cost $128.5 million (including contingencies) (before 

$106.8 million) with a NPV forecasted to be a positive $18.4 million over a period of 

15 years. 

On page 6, Part I (Overview) it states: 

“Notwithstanding that its aim is not necessarily to 

10  generate a positive rate of return, MPI recently completed a review and update 

of the 

11  Project NOVA business case and now forecasts its Net Present Value to be a 

positive 

12  $18.4 million over a period of 15-years.” 

QUESTION: 

a) Please provide a narrative discussion on the phrase “Notwithstanding that its aim 

is not necessarily to generate a positive rate of return” and contrast this discussion 

to the overall objectives of Project Nova. 
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b) In general terms, please provide a narrative discussion on MPI’s confidence in the 

updated Project Nova budget of $128.5 million to fully modernize MPI’s IT 

systems, skills sets and organizational agility. 

RATIONALE FOR QUESTION: 

To better understand Project Nova’s purpose and MPI’s confidence in its updated 

financial budget. 

RESPONSE: 

a) The above noted phrase emphasizes that the key business objectives of Project 

NOVA (as outlined in the original business case) are not driven solely by financial 

considerations. The stated program deliverables are critical and independent of its 

net present value. As technology advances and customer needs evolve, MPI 

requires an overall strategic plan to continue to meet its corporate vision and 

mission. NOVA is one (important) element of this plan. While MPI is exercising 

financial prudence in the management of its costs and optimizing the net ongoing 

financial benefits upon its implementation, it will measure the success of NOVA in 

light of its ability to meet all of the following objectives: 

• Stable Technology Platform 

• Agility in delivery of features and capabilities to address Business Needs 

• Cost Savings and Operational Efficiencies 

• Availability and Portability for External Partners/Customers 

• Automation of SRE 

• Secured Solution 

• Transform the Customer Experience 

 

b) The NOVA re-baseline exercise involved comprehensive due diligence by the 

Project Team to validate estimated project costs, one-time and ongoing costs and 
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benefits, and the related assumptions supporting these estimates. This work 

included a rigorous RFP and negotiation process with external vendors, detailed 

resource planning as well as the development of product milestone and 

implementation release dates. The re-baseline business case incorporates this 

work and related updated budget items. MPI created a project management 

process that will ensure ongoing governance over project cost forecasts, the use of 

a change request process and a periodic review of assumptions in order to ensure 

the timely handling of potential budget variances. Based on the work-to-date and 

the governance process currently in place, MPI is confident that it can meet the 

$128.5 million budget. Currently, the greatest risk to achieving this target is a 

slippage in the schedule. Mitigation plans to address this and other risks include 

risk management, integrations, organization change management, training, and 

testing. 
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CAC (MPI) 1-28 

Part and 

Chapter: 

Part IV – Project Nova Appendix 5 Page No.: 4 

PUB Approved 

Issue No: 

19. Project Nova 

Topic: Tracking R1A code completion 

Sub Topic:  

 

Preamble to IR: 

Question: 

a) Please confirm that Release R1A contains the automation of commercial insurance 

(i.e. Special Risk Extension—SRE) and related technology features by 

implementing commercial off the shelf (COTS) Duck Creek software. If not please 

explain the contents of R1A for greater clarity. 

b) Please confirm whether the Duck Creek Software is to be implemented without any 

customization of the software. If this cannot be confirmed, please provide a 

narrative explaining the nature and extent of customization that is necessary to 

meet MPI’s SRE requirements. 

Rationale for Question: 

To better understand the amount and extent of customization that is required of the 

Duck Creek software to meet MPI’s SRE requirements, if any. 

RESPONSE: 

a) The Nova 1A Release is for the SRE line of business. MPI is implementing three 

Duck Creek modules as part of this release; Duck Creek Policy, Billing and Insights 

Reporting. Implementing as well Microsoft Dynamics 365 for Customer 
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Relationship Management (CRM) and Partner Portal and the Mulesoft Integration 

Platform for API management.  

b) The Duck Creek solution for R1A includes three custom business objects and one 

reporting customization that MPI leadership and Duck Creek operational support 

teams have reviewed and approved. None of the customizations are considered 

significant or will be a factor for any upcoming product releases from Duck Creek.  

The four customizations are: 

1. Custom business object to create and cache OAuth tokens for API Calls 

2. Customization of Insights Data Warehouse to support vehicle count and 

limits data 

3. Custom business object for creating a general ledger file for a financial 

integration 

4. Custom business object to support SRE Agency Billing Statements  

MPI retained the Duck Creek Conformance Review Service to ensure alignment of 

the product to base code. The four customizations identified above were part of 

the conformance reviews. To date, all conformance review assessments from Duck 

Creek, which assesses both the System Integrator and MPI development within the 

product, passed, ensuring alignment to the COTS product.  

Below is the Conformance Report prepared by Duck Creek on March 21, 2022. 

Each release has four conformance review cycles. At the conclusion of the third 

conformation review cycle for Release R1A, there were no critical or high items 

identified as having deviated from the base COTS solution supplied by the Product 

Vendor. At the end of each conformance cycle, the System Integrator and MPI 

focus on remediation of any items that were identified as critical or high during the 

conformance reviews. 
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CAC (MPI) 1-30 

Part and 

Chapter: 

Part IV – Project Nova Appendix 9 Page No.: 3 of 5 

PUB Approved 

Issue No: 

19. Project Nova 

Topic: Project Nova Allocations among lines of business 

Sub Topic:  

 

Preamble to IR: 

Page 3 of Appendix 9 to the Project Nova chapter explains that it allocating Project 

Nova costs in the Property & Casualty stream by claims incurred volumes would be 

inappropriate and result in a “disparity in cost allocations”. 

Instead, MPI has “assumed the balance of costs for Basic and Extension to be evenly 

split…”   

Question: 

Please provide a narrative, including references to any analysis conducted by MPI, 

explaining the basis for the assumption that Project Nova costs in the Property & 

Casualty stream are to be evenly split between Basic and Extension. 

Rationale for Question: 

RESPONSE: 

MPI based its previous Property and Casualty (P&C) allocation methodology on claims 

incurred volumes, which allocates costs based on the claims volumes. However, claims 

counts are significantly higher for the Basic line of business, resulting in a disparity in 

cost allocations that did not align with the capital asset benefit of the correct line of 

business. Consequently, MPI incorrectly applied amortization to Basic, while the 

Extension or SRE line of business received the benefit of the asset. 
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Based on business analysis and project management advice received from the vendor 

(Accenture) as at January 2022 (during P&C discovery), MPI selected features as a 

base for allocations to build its projections. With the finalization of discovery, MPI will 

use the story points as the basis of allocation. 

Below are the resulting allocation impacts for P&C in 2022/23: 

• Basic and Extension assumed to be an even split for the balance of the costs: 

o 24% Basic 

o 24% Extension 

• SRE based on R1 and R3 expected effort at 52% of all P&C costs relating to 

SRE LOB 

• In future years, MPI will base this on a distribution of story points to be 

implemented (relating to each line of business) once known. MPI will refine 

allocation based on story points each year to validate and update the 

percentages noted above. If there are any story points that do not have a line 

of business assignment, MPI will apply Gross Written Premiums (GWP). 
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CAC (MPI) 1-31 

Part and 

Chapter: 

PART IV – NOVA Project Page No.: 6 of 32 

PUB Approved 

Issue No: 

19. Project Nova 

Topic: Project costs and external expertise 

Sub Topic:  

 

Preamble to IR: 

Page 6 of the Nova Project chapter at lines 1 to 6 indicates: 

“MPI brought external expertise into key technology and digital 

leadership positions, thereby accelerating its maturity (a tactical risk 

mitigation strategy). The plan is to increase internal capabilities to 

ensure self-sufficiency for the longer-term organizational objectives for 

Digital Customer Experience, Technology Management and Enterprise 

Architecture. MPI must complete these objectives to ensure that NOVA 

succeeds and meets the 2022 Re-Baseline.” 

QUESTION: 

a) Please identify the key technology and digital leadership positions for which MPI 

engaged external expertise. 

b) Please provide a narrative explaining how MPI avoids conflict of interest issues 

when placing external personnel/vendors into leadership positions where they have 

perceived influence and possible conflicting motives against MPI’s interest. These 

motives may include but are not limited to external vendors’ interests in 

maximizing their billings to MPI. 

c) Please provide a narrative identifying the risks that suppliers of external expertise 

taking beyond a simple “time and materials” approach to providing services. For 

example, is there any risk/reward structure in place? Is there any mechanism to 

align the motivation of the external service providers with those of MPI?  
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d) Please provide a narrative describing the plan, including timelines, established by 

MPI for replacing the external expertise. 

e) Are there any MPI driven, regular reviews of the progress of the plan to replace 

reliance on external vendors for these key technology and digital leadership 

positions? If so, please provide any policy or guidance documents governing this 

review process as well as the results of any reviews which have taken place to 

date. 

f) Is there a formal process in place when considering outsourcing a leadership role 

to an outside vendor to review authority, delegation, responsibilities, avoidance of 

conflict of interest, suitability and feasibility of outsourcing? If so, please provide a 

copy of any documents describing or governing this process.  

RATIONALE FOR QUESTION: 

The analysis conducted by MPI indicates that one of the reasons for Project Nova’s 

cost, timeline, and benefits changes is related to personnel. While using outside 

consultants to address skill shortages is a known and proven strategy, these questions 

will enable CAC Manitoba to understand the costs associated with this approach and 

the risks associated with how it has been employed. 

RESPONSE: 

a) Strategic Leadership roles where MPI engaged external expertise include 

Enterprise Architect, Digital and Customer Experience Lead, Technical Solution 

Lead, OCM Lead, Architectural IT Lead, and Solution Lead. 

b) The approach of MPI is to retain accountability for all deliverables within its 

leadership. When hiring external resources for leadership roles, MPI does not 

assign accountability or signing authority for any deliverable. It assigns external 

resources responsibilities within their respective domains and requires them to 

report to an accountable MPI leader who oversees the quality and success of the 

deliverables. Any strategies or plans created by external resources must go 
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through a formal MPI approval process. MPI Internal Leadership retains decision 

making for hiring of other external consultants or vendors. 

c) For increased controls to avoid conflicts of interest and reduce risk, Project NOVA 

introduced a monthly consultant deliverable and quality review process. This 

ensures the delivery of services are in alignment with expected performance, roles 

and responsibilities under the contracts. External consultant’s report to Leaders 

who are accountable to sign off on value for services received from the consultants 

each month, as part of the deliverable acceptance and invoice process. 

d) Please see below table: 

 

External Consultants Reporting Structure 

Role Type Mitigation Dates Mitigation status 

Digital and 
Customer 
Experience Lead 

Strategic Mitigation tactically via external 
consultant with internal 
commitment to establish CX 
directorate. 

Apr/21 to 
Mar/22 

Completed (Internal 
Directorate and Leader in 
place and Consultant 
agreement terminated) 

OCM Lead Strategic Mitigation tactically via external 
consultant with internal 
commitment to enhanced OCM 
capabilities. 

Mar/21 to 
May/21 

Completed (Internal 
Leader in place and 
Consultant agreement 
terminated) 

Solution Lead Strategic The role is temporary for the 
duration of the program.  Not 
required post Nova and will 
transition once internal capability 
is established. 

Mar/22 to 
TBD 

In progress 

Enterprise 
Architect 

Tactical Short term external consultant to 
address leave of absence. 

Apr/21 to 
Oct/21 

Completed 

Technical Solution 
Lead 

Tactical The role is temporary for the 
duration of the program.  Not 
required post Nova. 

May/21 to 
Oct/25 

In progress 

Architecture IT 
Lead 

Tactical Short term external consultant to 
address leave of absence. 

Jun/21 to 
Oct/21 

Completed 

e) MPI manages this through its RAID (Risks, Actions, Issues, Decisions) process and 

tracks it using its Azure DevOps project management tool. These RAID items are 

logged with owners, actions, mitigation steps and target dates. The NOVA Project 
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Management Office performs weekly reports and reviews to ensure items remain 

on track. Any deviations to target dates escalate to the owners and NOVA 

leadership. Reliance on external consultants for leadership roles overall is 

mitigated for the program to date as per the table in response #4. 

f) MPI also manages this through its RAID process using its Azure DevOps project 

management tool. Please see as Appendix 1 – Nova R.A.I.D. Process Placemat. 

Following the approval of the decision to hire an external consultant, MPI assigns a 

hiring manager who is fully accountable for the consultant and their deliverables. 

Decisions that impact strategy, plans, ways of working, key deliverables, schedule 

and budget, follow a robust decision request and change request process that 

requires final MPI leadership approval. In addition, external vendors in leadership 

roles do not have signing and approval authorities (as outlined in Corporate 

Directive S.3.1), which addresses two fundamental concepts necessary for the 

operation of the business. The first concept relates to the various steps of 

acquiring goods or services - tendering, signing a contract, determining if payment 

should be made, and authorizing payment for goods and services. The second 

concept is the authority granted to staff to conduct the administration of the 

functions of MPI. Furthermore, outside vendors in leadership roles do not have 

direct reports. 



NOVA RAID PROCESS PLACEMAT

Risk High Level Process Flow 

Issue High Level Process Flow 

*PRM/PM: Project Release Manager/Project Manager (Coordinator)
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HIGH LEVEL RAID PROCESS PLACEMAT 

Decision High Level Process Flow 

Action High Level Process Flow 

*PRM/PM: Project Release Manager/Project Manager (Coordinator)
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Part and 

Chapter: 

PART IV – NOVA Project Page No.: 4 of 32 

PUB Approved 

Issue No: 

19. Project Nova 

Topic: Project Nova Business Case 

Sub Topic:  

 

Preamble to IR: 

The opening page of the Executive Summary of the Nova Project chapter refers to “the 

original business case and business vision documents for [the project’s] three 

component streams…” 

QUESTION: 

Please provide a copy of the original business case and business vision documents 

referred to in the opening paragraph of the Project Nova chapter’s Executive 

Summary. 

RATIONALE FOR QUESTION: 

To better understand the historical context for the Project and to provide insight into 

some of the opportunities, issues and risks that are referred to throughout the 

GRA2023 documents.  

RESPONSE: 

Please see Appendix 1 - Legacy Systems Modernization Business Vision 2018-19 - 

Confdiential and Appendix 2 – (2020 GRA) VM Appendix 7 Legacy Systems 

Modernization Business Case – Confidential. 
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Appendix 1: 

Legacy System Modernization Business Case 2018/19 

This material is the subject of a confidential motion. 
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Appendix 2: 
2020 GRA Appendix 7 Legacy Systems Modernization 

Business Case 

This material is the subject of a confidential motion. 
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Part and 

Chapter: 

ART IV – NOVA Project Page No.: N/A 

PUB Approved 

Issue No: 

19. Project Nova 

Topic: Project Nova re-baselines 

Sub Topic:  

 

Preamble to IR: 

Question: 

a) Given the need to re-baseline the Nova project more than once, has 

Avasant/Deloitte been given an opportunity to explain or advise on the project 

variances? If so, please provide any documentation prepared by Avasant/Deloitte 

addressing the variances among and between the Nova original business case, the 

first re-baseline and the second re-baseline. 

b) Please provide an explanation of why McKinsey was engaged, rather than 

Avasant/Deloitte, to perform the NOVA project external review?  

c) Please provide a narrative describing all accountability measures contained in MPI’s 

original agreement with Avasant/Deloitte in reference to the significant variances 

encountered. 

d) Please provide a narrative describing MPI’s plans to include some degree of risk-

sharing and accountability on strategic initiatives where outside consulting firms 

are used for their expertise. 

RATIONALE FOR QUESTION: 

To better understand the Nova Project re-baselines and the risks and costs to Project 

Nova associated with outside consulting firms. 
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RESPONSE: 

a) MPI completed the original business case in advance of receiving RFP responses, 

selecting products and negotiating system integrator (SI) contracts. Appreciating 

this, MPI planned the addition of a business case validation step and began the 

validation process in the spring of 2020, following the signing of the first product 

contract (i.e., Duck Creek OnDemand). MPI targeted the completion of this 

validation step for the end of 2020 (ultimately re-named the 2021 Re-Baseline). 

With the 2021 Re-Baseline, MPI hoped to obtain a class 2 estimate (AACE 

international standard) and to focus on making adjustments stemming from the 

following items: 

• RFP process - Final vendor and product selections  

• Negotiated contracts – Final product and SI contracts 

• New Governance Vendor contract – PwC 

• Incremental resources (leadership, nPMO & Quality Assurance) 

• Severance 

The 2021 Re-Baseline is not a schedule or scope re-baseline, but a validation and 

adjustment of the budget to address variances from the above items following the 

completion of the RFP and contract negotiation processes. The second re-baseline, 

completed in 2022, focused de-risking, addressing organizational capacity and 

increasing the ability of MPI to successfully deliver each release. This de-risk 

approach added 50% to the delivery schedule, which is the primary driver of the 

additional costs for the second re-baseline. As discovery for Releases R3 and R4 

remain incomplete, the 2022 Re-Baseline also supported an increased contingency 

(to a range of 20-40%), to align with AACE International contingency standards. 

As MPI fully understood the variances, it did not contact Deloitte and Avasant for 

additional insights. 

b) MPI contracted with Avasant and Deloitte to assist in validating a case for change 

and to assist in drafting the initial business case (with indicative costs). Six months 

into implementation activities, MPI determined that the 2021 Re-Baseline schedule 

was overly ambitious and posed a risk to achieving program objectives. At that 
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time, MPI initiated an internal assessment, which recommended the flattened 

delivery model. MPI also contracted with McKinsey, who provides top tier 

consulting services focused on supporting at risk projects, to provide diagnostic 

analysis of Project NOVA, validate its internal assessment and provide delivery 

recommendations to further de-risk the Project. 

c) The original agreement with Deloitte included the following deliverables: 

i. Set of recommendations and guidelines to shape MPI; 

ii. Application Strategy; 

iii. Presentation to Board of Directors summarizing findings and 

recommendations; 

iv. Develop a preliminary business case following MPI business case template 

that includes set of guidelines and recommendations for the detailed 

business case; and 

v. Indicative pricing for software and Total Cost of Ownership. 

The original agreement with Avasant included the following deliverables: 

i. Current state assessment; 

ii. Technology modernization roadmap; 

iii. Application strategy; 

iv. Execution roadmap; and 

v. Business case and risk analysis. 

Both Avasant and Deloitte assisted MPI in validating a case for change. 
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d) All contracts include terms and conditions addressing acceptance criteria of 

deliverables, and escalation and dispute procedures. MPI accepts each deliverable 

as part of project delivery and controls are in place to ensure receipt of services 

before the release of any milestone payments. 

Beyond this, for Project Nova, MPI pays SIs based on acceptance of completed 

approved deliverables with the following criteria: 

• Acceptance of deliverables based on completion of quality assurance 

confirming that the definition of “done” (i.e., meeting business objectives) 

for all developed features is met. 

• As the solution is complex across multiple products, each of the SI 

contracts was negotiated with a clause to holdback 20% of the Program 

Increment payment to be released only once the end-to-end solution 

consisting of all products passes Quality Assurance standards that were 

established prior to the start of development. 

SI contracts also include liability and indemnity clauses, stabilization and warranty 

clauses with exit criteria controls to ensure MPI receives all agreed to deliverables, 

on time and with the expected level of quality to ensure receipt of a fully working 

software solution. 

Project NOVA-related Product vendors have Service Level Agreements (SLAs) that 

capture availability, incident response and resolution times and Disaster Recovery 

Time Objective and Recovery Point Objective. Each SLA includes the application of 

a penalty if the SLA is missed. The penalty consists of a percentage of the monthly 

spend of the respective vendor. Additionally, Product vendors are contractually 

responsible for the following risk areas: 

• Cloud agreement framework – solely responsible for services provided by 

the Cloud Infrastructure Vendor(s); 
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• Reservation of Rights – solely responsible for any and all services by 

affiliates and third-party subcontractors; 

• Enhanced Audit responsibilities, Disaster Recovery, Deletion Requests, 

Background Check, NDA and Code of Conduct, and Secure Coding 

Practices; 

• Indemnity with obligation to cover costs if MPI must transition to new 

provider of Services; 

• Limitation of Liability covering damages resulting from a breach of 

contractual obligations; 

• Special Limitation of Liability covering damages resulting from a security 

breach; 

• No Sole and Exclusive Remedy for Data Breach - Monetary damages are not 

the sole remedy for a data breach. Contractual acknowledgement that 

monetary damages may not be a sufficient remedy for a Customer Data 

Breach, and that the Customer may, without waiving any other rights or 

remedies, seek appropriate injunctive or equitable relief from a court of 

competent jurisdiction (including specific performance); and 

• Source Code Escrow - for a defined Release Event, MPI will receive the 

Source Code and has the right to deploy it with a third-party cloud or 

hosting partner. 
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Part and 

Chapter: 

PART IV – NOVA Project Page No.: N/A 

PUB Approved 

Issue No: 

19. Project Nova 

Topic: McKinsey External Review 

Sub Topic:  

 

Preamble to IR: 

MPI engaged McKinsey to conduct an External Review of Project Nova.   

QUESTION: 

a) Please provide a copy of the McKinsey Statement of Work. 

b) If the below items are not addressed in the Statement of Work, please also provide 

a narrative describing:  

i. The work that McKinsey was tasked to perform in as much detail as 

possible.  

ii. In regard to the high-level topics of “Strategy & Roadmap, Operating 

Model and Governance, Change Management, Technology and Program 

Financials” governing the scope of McKinsey’s engagement, was the scope 

of work limited to Project Nova, or did McKinsey look at the entire 

organization?  

iii. What responsibilities did McKinsey hold vs. that of MPI in completing the 

review?? 

iv. Were there limitations or exclusions within the scope of the work? If so, 

what were they?  
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v. In regard to Project Nova, was McKinsey primarily tasked to review the 

Nova team’s generated documentation in regard to program review, de-

risking plans, and revised budgets, timelines and deliverables? Or was 

McKinsey responsible for their own independent information gathering, 

analysis, and to develop alternatives and recommendations independent 

of MPI? 

vi. Did their work include independent interviews, access to all 

documentation around the business case formulation, the work done by 

the Avasant and Deloitte consultants, project initiation, and project 

progress documentation?  

vii. Excluding the McKinsey Delivery Execution Engagement work, is there 

any on-going responsibility or accountability on McKinsey’s part to MPI as 

a result of this engagement?  

c) Please provide a copy of the report prepared by McKinsey following its review of 

Project Nova. 

RATIONALE FOR QUESTION: 

To provide context for the results of the McKinsey review of Project Nova, to assess 

the credibility of the McKinsey review, and to inform assessment of the 2022 Nova 

Project re-baseline.  

RESPONSE: 

a) Please see Appendix 1 - Mckinsey MPI Consulting Agreement Oct 8 2021 - 

Confidential for McKinsey Statement of Work. 

b)  

i. Detail on the work McKinsey was asked to perform is included in the Services 

Agreement previously submitted. 
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ii. In regard to the high-level topics of “Strategy & Roadmap, Operating Model 

and Governance, Change Management, Technology and Program Financials” 

governing the scope of McKinsey’s engagement, the scope of work was limited 

to Project Nova. 

iii. MPI completed an internal review separate from the engagement with 

McKinsey.  McKinsey was responsible for the assessment, with MPI providing a 

few core individuals that attended and participated in 1 or 2 weekly core team 

working sessions to coordinate key activities and facilitate overall process.   

MPI also had a number of leaders that engaged in interviews and 

questionnaires.  

iv. The scope of the engagement focused on strategy, technology, and governance 

to assess the program scope and the roadmap’s ability to achieve business 

objectives and maximize value from investments, evaluate the technology 

foundations required to achieve business goals and evaluate the operating 

model, talent and skills required to deliver on the objectives, including the 

prioritization of scope. 

v. McKinsey was responsible for their own independent information gathering, 

analysis, to develop alternatives and recommendations independent of MPI. 

vi. McKinsey’s work included independent interviews, access to all documentation 

around the business case formulation, the work done by the Avasant and 

Deloitte consultants, project initiation, and project progress documentation. 

Access as well to resources, delivery and financial forecasts and the 

recommended flattened delivery model that formed the basis for the 2022 re-

baseline. 

vii. The contract includes the following terms and conditions for the acceptance of 

the recommendations and deliverables: that the deliverables meet the standard 

that they provide actionable recommendations (tactical and strategic as 

applicable) that will enable the Client (MPI) to improve its ability to execute 

and deliver its Project NOVA transformation initiative. 
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c) Please see Nova NOV Appendix 12 Attachment A - Project Nova Program review for 

PUB 2 2 B1 - Confidential and Nova NOV Appendix - 13 2.2.B.1 Attach A Project 

Nova Program review for PUB 2 2 C1 - Confidential 
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Appendix 1: 

McKinsey/MPI Consulting Agreement 

This material is the subject of a confidential motion. 
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Part and 

Chapter: 

PART IV – NOVA Project Page No.: 4-5, 10-12 of 32 

PUB Approved 

Issue No: 

19. Project Nova 

Topic: McKinsey External Review 

Sub Topic:  

 

Preamble to IR: 

On page 4, line 25 to page 5, line 5, the GRA states the following: 

“MPI incorporated all recommendations, including those involving 

potential opportunities, into its 2022 NOVA Re-baseline financial 

model/business case (2022 Re-Baseline). It further updated NOVA cost 

estimates (including resource estimates, vendor costs associated with 

schedule updates, and new costs to cover the program review 

recommendations), re-assessed the ongoing costs and benefits and 

quantified them based on the updated assumptions and new delivery 

plan.” 

QUESTION: 

a) For clarity please confirm that MPI implemented ALL of McKinsey’s 

recommendations. If not, please provide a narrative identifying which 

recommendations were excluded or not actioned and any rationale for any 

exclusions?  

b) Please confirm whether Figure NOV-3 presents all of McKinsey’s recommendations 

in the same form as they were presented to MPI. If not, please provide a narrative 

identifying and explaining any detail not presented in Figure NOV-3, any McKinsey 

recommendations not presented in Figure NOV-3, and any modifications made by 

MPI to the McKinsey recommendations in preparing Figure NOV-3.  
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c) Please provide a narrative interpreting Figures NOV-4 and NOV-5 to identify which 

elements are MPI’s recommendations and which are McKinsey’s. Please also 

include a description of any differences, including exclusions, between McKinsey’s 

recommendations and MPI’s recommendations following their respective project 

reviews.  

RATIONALE FOR QUESTION: 

To clarify the results of both MPI’s and McKinsey’s reviews of Project Nova and to 

better understand the advice received by MPI with respect to management of Project 

Nova. 

RESPONSE: 

a) McKinsey reviewed and supported the flattened delivery schedule as identified by 

MPI. MPI incorporated all of their recommendations and potential opportunities 

into the 2022 Nova Re-baseline financial model/business case. 

The opportunities covered: 

• $4M new technology costs (de-risk mitigation) for technology costs 

specifically earmarked for enterprise monitoring. MPI is using this for other 

technology requirements within the program. 

• $9M to focus on a multiple Minimum Viable Product (MVP) delivery 

approach for the first major customer self-service Release 3B and a 

Claims (R4A) Proof of Concept (PoC) (de-risk opportunity), which the 

organization is in the process of assessing the feasibility of as part of its 

planned R3/R4 pre-discovery efforts. MPI will decide on proceeding with 

these recommendations by fall of 2022. 

• $13M in Value Assurance (de-risk mitigation), MPI is currently executing 

this. 
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• $8.6M in new resources costs identified by McKinsey and MPI (de-

risk mitigation), MPI is currently executing this, with resources included in 

planning and forecasts. 

b) Nova Chapter Figure NOV-3 presents all of the recommended findings of McKinsey 

in a summary form, with no wording changes. It includes the summary but does 

not have all the details included underneath the summary. MPI filed the full 

detailed narrative confidentially (figure NOV-3 references pages 3 to 5) under Nova 

Appendix 13 - 2.2.B.1 Attach A Project Nova Program Review for PUB 2 2C1 

Confidential. 

c) As a result of the two reviews, both assessments (McKinsey external assessment 

and MPI internal assessment) agreed with the flattened delivery schedule and 

adding 20 months to the program. MPI reflects this update to the schedule, with 

changes noted to the Release dates (revised date at the top of the circle, with 

original date underneath) in Figure NOV-4. Additionally, Nova Chapter Figure NOV-

4, identifies the McKinsey R3B MVP and Claims Proof of Concept recommended 

opportunities. The timeframe for assessing and implementing these opportunities 

is Q4 2022 to Q1 2024. Figure NOV-4 includes all of the recommendations of 

McKinsey. 

d) Nova Chapter Figure NOV-5 reflects the financial impacts of the extended timelines 

and incorporates all the McKinsey recommendations. The chart details the initial 

costs associated with the 2021 Re-baseline and shows the new incremental costs 

being added to the program due to the flattened delivery adjustments as well as 

the new opportunities identified by McKinsey. The flattened delivery adjustments 

as shown in the middle bar in Figure NOV-5 include: 

• Schedule change financial impacts as recommended by MPI and supported 

by McKinsey including resource costs, Licensing and Subscription costs, 

System Integrator costs, Product Vendor Services 

• De-risk mitigations as recommended by MPI including Resources and 

Services 
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Assessment adjustments by McKinsey, as shown in the bottom bar in Nova 

Chapter Figure NOV-5 include: 

• $4M new technology costs recommended by McKinsey, 

• Opportunity $9M to assist with major Release 3B recommended by 

McKinsey, 

• $13M in Value Assurance recommended by McKinsey, 

• $8.6M in new resources costs identified by McKinsey and MPI. 
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Part and 

Chapter: 

PART IV – NOVA 

Project 

Page No.: 12 of 32 

PUB Approved 

Issue No: 

19. Project Nova 

Topic: McKinsey External Review 

Sub Topic:  

 

Preamble to IR: 

On page 12 of the Nova Project chapter, lines 1-5 state:  

“The McKinsey external assessment validated the reasonableness of the 

2022 Re-baseline budget, given its scope and the size of MPI. McKinsey 

based its assessment on typical costs for insurance-only IT scope (e.g., 

web, CRM, core insurance) for insurers with a budget range of 15-20% 

of premiums (up to $2B). For NOVA, which includes DVA within its 

scope, that translates to a budget of $225-300M.”  

QUESTION: 

a) Please confirm that the McKinsey benchmark of 15-20% of premiums includes 

items that are NOT part of the current scope of work for Project Nova 

b) Please identify the peer group used by McKinsey for the benchmark. 

c) Please provide a narrative identifying the contingency range recommended by 

McKinsey for Project Nova And comparing it to the original contingency 

recommended by Avasant/Deloitte. 

RATIONALE FOR QUESTION: 

To clarify the results of the McKinsey review of Project Nova. 
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RESPONSE: 

a) The benchmark of 15-20% of premiums includes core insurance technology 

modernization (including related experience and self-service related 

improvements), which is comparable to what is in scope for Project NOVA, from 

the P&C and Digital perspective. However, NOVA also includes Driver & Vehicle 

Registration (DVA) -related items, which the benchmark does not include. Costs 

for DVA modernization are in addition to the $225-300M for insurance 

modernization. 

b) Individual companies in the peer group cannot be identified due to client 

confidentiality. The peer group includes insurers from North America and Europe 

that are (a) of comparable size of P&C premiums to MPI (~$1.5-2.0B) and (b) 

have undergone modernization similar in scale/scope to NOVA in recent years. This 

peer group/benchmark was supplemented and validated by interviews with experts 

from the insurance practice of McKinsey. 

c) The contingency included with 2021 Re-baseline was 15%. Avasant and Deloitte 

did not make contingency recommendations in their original cases for change. 

Industry leading practices, which are consistent with the experience of McKinsey as 

a value assurance partner of large-scale programs, is that the contingency is 

typically 50% for programs at the ideation stage (i.e., where the high-level scope 

and timeline are defined but with detailed requirements and enablers still being 

defined). At the time McKinsey recommended to increase the contingency, the 

NOVA had begun to deliver R1, but also continued to identify additional technical 

and business enablers and had yet to perform a detailed discovery for the largest 

releases (i.e., R3 – Consumer Insurance, and R4 – Claims). As a result, McKinsey 

recommended increasing the contingency to 30-40% and indicated that such a 

percentage was aggressive/tight given the stage of the program. 
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Part and 

Chapter: 

PART IV – NOVA Project Page No.: 13-14 of 32 

PUB Approved 

Issue No: 

19. Project Nova 

Topic: McKinsey External Review 

Sub Topic:  

 

Preamble to IR: 

In regard to the McKinsey Delivery Execution Engagement, chapter NOV.4  reads on 

line 10, “As a result of the program reviews, MPI engaged McKinsey to collaborate 

with the NOVA team to support and de-risk the delivery of NOVA releases”. 

QUESTION: 

a) Please confirm whether or not there is any risk/reward sharing agreement as part 

of this engagement? If so, please provide a narrative explanation of this aspect of 

MPI’s engagement of McKinsey. Please also confirm whether or not McKinsey has 

been engaged on strictly a time and materials basis, and if not, please describe the 

nature of their engagement.  

b) Please provide a narrative explaining how MPI determined the appropriate value 

for this type of service for this type of project? Please include, for example, an 

explanation of whether MPI has benchmarked and learned best practises on how 

other organizations, such as ICBC, have used similar services. 

c) Please provide a narrative explaining the process and requirements for McKinsey’s 

reporting to MPI, including whether McKinsey has direct, unfiltered access to both 

the Executive and the Board of Directors. 

d) Please provide a narrative explaining how McKinsey’s delivery engages with MPI’s 

internal audit function 



August 30, 2022 2023 GRA Round 1 Information Requests 
 CAC (MPI) 1-37 

 
 

Manitoba Public Insurance Page 2 of 3 

e) Please provide a narrative explaining how MPI is developing its own capabilities in 

providing these types of services, including whether there is any knowledge 

transfer occurring to MPI Staff, and whether consideration has been given to 

“weaning off” McKinsey to a coaching role for Releases 3 and/or 4.  

f) Please confirm whether the costs of McKinsey’s engagement are being charged 

strictly to Project Nova, or whether these costs are being allocated to other 

projects. If costs are being allocated to other projects, please identify which 

projects, the costs being allocated, and the rationale underlying the allocation. 

RATIONALE FOR QUESTION: 

To inform an assessment of the value of McKinsey’s Delivery Execution Engagement. 

RESPONSE: 

a) MPI negotiated a clause in the agreement to include risk sharing. The Scope of 

Work sets out the deliverables, acceptance criteria and milestones developed and 

agreed to by the parties. MPI will review all deliverables provided by the milestone 

target date and pay the monthly fees accordingly. If any one or more deliverables 

detailed in each of the milestone payments (see below) is not accepted by MPI by 

the milestone target date, MPI will retain 25% of the monthly milestone payment 

as fees at risk and provide McKinsey with a written explanation of why such 

services have not met the acceptance criteria. McKinsey is engaged to perform 

services on a fixed fee basis. The working arrangements, including scope of the 

services, are set out in detail in the agreement which sets out the specific 

outcomes, deliverables, and milestones. The services include the work required to 

complete everything set out in the Scope of Work, the agreement includes a 

provision for the parties to meet at mutually agreed times to discuss the progress 

of the services and to exchange feedback. 

b) MPI identified significant risk to its ability to deliver Project NOVA. McKinsey 

provides top tier consulting services focused on supporting at-risk projects. The 

value MPI identified was the ability of McKinsey to provide diagnostic analysis of 
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Project NOVA, validate its internal assessment and provide delivery 

recommendations to further de-risk the Project.  

c) McKinsey works with the MPI team at multiple levels to achieve its deliverables.  

• McKinsey has direct channel to MPI’s executive committee and has 

continuous interactions both through NOVA’s governance cadence (e.g., 

steering committee meetings) as well as 1-1 problem solving sessions with 

relevant executives as needed 

• McKinsey also joins MPI leadership in the Technology Committee reviews to 

share progress and insights on Nova; content discussed in these meetings 

are reviewed with the Executive Committee 

• McKinsey also partners with relevant MPI/Nova leaders to prepare for day-

to-day governance and decision-making discussions 

d) McKinsey does not engage with Internal Audit. Internal Audit is outsourced within 

MPI and provides specialized services at the request of MPI Management/Board. 

e) McKinsey works with MPI in a value assurance capacity and focuses on building 

MPI’s capabilities throughout its support of MPI. For every topic supported by 

McKinsey, there has been an MPI counterpart co-developing the solution and 

owning delivery (e.g., McKinsey co-created the data migration plan working with 

the MPI Data CoE lead, who in turn led execution of that plan). Throughout this 

engagement, McKinsey has codified and shared the workplans and artifacts that 

the MPI team is using for current and upcoming releases of Nova, which the Nova 

team continues to iterate on and lead delivery for. McKinsey also provides 1-1 

coaching and knowledge transfer to key Nova and MPI leaders to ensure MPI builds 

the capabilities required to deliver Nova and other large programs. 

f) MPI charges the costs for the current McKinsey engagement to the NOVA budget. 
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CAC (MPI) 1-38 

Part and 

Chapter: 

PART IV – NOVA 

Project 

Page No.: 13-14 of 32 

PUB Approved 

Issue No: 

19. Project Nova 

Topic: McKinsey External Review 

Sub Topic:  

 

Preamble to IR: 

Lines 6-12 on page 14 of the NOVA Project chapter identifies one of the aspects of 

McKinsey’s engagement as: 

“Identifying progress on each release through the use of dashboards in 

each stream (e.g., code completion, testing, data migration, release 

readiness, etc.). While reporting currently focuses on Release 1, it will 

extend across each release, usher in best practices on Value Assurance, 

pilot them in existing sessions (i.e., Get to Green, NOVA Executive 

Steering Committee) and focus the agenda to review status, proactively 

assess gaps, and develop action plans to address blockers.” 

QUESTION: 

a) Please confirm whether there any specific accountabilities or performance promises 

from McKinsey to deliver in this area, and if so, please provide a narrative 

explanation of these. 

b) Please provide a narrative and supporting documentation explaining MPI’s 

assessment that McKinsey would be able to provide demonstrated value and 

success for providing these types of services for project(s) of similar in size of 

organization, industry and size of project relative to the work undertaken for MPI. 

Rationale for Question: 
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RESPONSE: 

a) To support the deliverable acceptance process, the contract with McKinsey includes 

a holdback of payment if the deliverables provided are not accepted by MPI. MPI 

will retain 25% of the monthly milestone payment as fees at risk and provide 

McKinsey with written explanation of why such services have not met the 

acceptance criteria. 

McKinsey has successfully delivered dashboards and best practices to support 

Releases 1 and 2. MPI will continue to leverage these for future releases. 

b) Due to the overall critical strategic importance of the project and its cost 

implication to MPI, the President & CEO, CITO and CTO considered top tier 

strategic business consulting firms with the capacity to manage this assignment on 

an urgent basis. 

Conflicts of interest precluded MPI from considering Deloitte, PWC and KPMG for 

the required services. MPI informally requested that Ernst & Young and McKinsey & 

Company propose solutions. 

The proposal from McKinsey addressed the critical factors to minimize risk, assure 

value delivery and a provide a comprehensive approach that displayed experience 

and expertise to address the complexity of the issues identified. Based on the 

informal engagements and interviews with the top tier firms, the President & CEO, 

CITO and CTO unanimously agreed that the corporation should retain McKinsey & 

Company (Canada). 
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Part and 

Chapter: 

Part IV – Information Technology Page No.: 6, 7 

PUB Approved 

Issue No: 

19. Information Technology 

Topic: Lean Portfolio Management 

Sub Topic:  

 

Preamble to IR: 

Pages 6-7 of Part IV – (Information Technology) describe the move to Lean Portfolio 

Management (LPM): 

“The shift by MPI to LPM and Agile delivery represents a shift in its 

thinking and approach to new business ideas and modes of delivery. 

MPI no longer employs a once-a-year business cases submission and 

approval process. It replaced this process with a continuous intake of 

new business ideas to flow-in. The shift is also in how MPI manage ideas 

and resulting initiatives from just being initiated by the business to 

being led by the business” 

This section also indicates that MPI created a LPM committee which is supported by 

two Agile Coaches. 

Question: 

a) Please provide a narrative explaining how the LPM process will control and contain 

overall operating expenses. 

b) Please provide the Agile Coaches’ job description and describe the process 

employed by the Agile Coaches to support/train the LPM Committee in fulfilling 

their mandate. 
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Rationale for Question: 

To better understand the Lean Portfolio Management concept and how this process will 

add value and control/contain operating costs to the benefit of rate payers. 

RESPONSE: 

a) All access to Lean Portfolio Management (LPM) funds will require a Lean Business 

Case (LBC) and approvals from the LPM committee. The LPM committee will 

approve LBCs based on, but not limited to, alignment to corporate strategic 

objectives, timing, cost and benefits. Upon receipt of LPM approval, an initiative 

goes through the same rigid financial and project management controls that MPI 

already uses effectively. LPM-approved initiatives go through monthly financial 

review meetings to understand YTD actual spend and forecasted spend to 

complete. In addition to weekly status reporting to manage the expectations of 

stakeholders, quarterly board reports create increased visibility to control and 

contain overall operating expenses.  

b) Agile coaches support/train the LPM committee in fulfilling their mandate by 

participating in the LPM meetings, conducting retrospectives, and providing 

guidance to further mature LPM. They also conduct consultations and workshops to 

provide guidance and directions for continuous LPM maturity and evolution. 

The following describes the job description of the Agile Coaches. 

1. Work with agile teams to establish best practices, ensuring processes are 

effective and refined accordingly; 

2. Assess current state maturity; 

3. Assist in future state vision; 

4. Conduct gap assessment between current and future; 

5. Develop a roadmap from current state to future vision considering 

commitments to current projects; 
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6. Provide agile leadership coaching and training to product owners, 

functional managers, and executives; 

7. Collaborate directly with software and operations teams to coach and 

guide them on the mechanics of lean and agile methods to achieve 

optimal team effectiveness; 

8. Deliver hands-on coaching of individual teams in all aspects of scrum - 

daily meetings, planning, self-organization, collaboration, iterative 

development, managing flow, etc.; 

9. Expose MPI technology teams to the latest innovative thinking and ideas 

from the agile community to increase agility, leveraging lean, scrum, 

kanban, and other agile philosophies; 

10. Embrace servant leadership and display behaviors that come with the key 

mindset shifts associated with agile methods; 

11. Host agile training and lean software development workshops for leaders 

and team members as needed; 

12. Recommend tools to be implemented to support agile processes; 

13. Develop and deliver presentations to various levels of leadership and 

facilitate working sessions to identify resolutions to barriers to scaling use 

of agile; and 

14. Assist with the identification, collection and reporting on agile practice 

metrics and measurements. 

15. Facilitate the implementation and scaling of a new agile release train; 

16. Establish governance for the team’s operation in the agile release train as 

well as product management; 

17. Establish an enterprise backlog; 

18. Improve lean portfolio orchestration and flow; 

19. Improve ownership, accountability, traceability at agile levels; 

20. Provide a structured backlog that includes all major initiatives across MPI 

including: 
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21. Improved method for prioritizing epics; 

• Improved method for understanding capacity to do work; and 

• structure that allows for understanding how new ideas and epics 

can be implemented. 

22. Improve portfolio Kanban operation including improving flow for how 

workflows from idea generation to business case, to approval, and then 

into implementation 

23. Build maturity for portfolio team; 

24. Coach and improve key roles; 

25. Establish key measures for the portfolio; 

26. Establish performance measures for agile release trains; 

27. Work with MPI on an iterative/sprint fashion to guide and implement 

improvements to MPI’s agile delivery and coordination; 

28. Use an outcomes-focused approach with defined deliverables at each 

stage; 

29. Facilitate workshops with stakeholders as required. 
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Part and 

Chapter: 

Part IV – Value 

Management 

Page No.: 10 of 83 

PUB Approved 

Issue No: 

19. Information Technology                                                    

8. Cost of operations 

Topic: Platform engineering—understanding service delivery 

Sub Topic:  

 

Preamble to IR: 

Page 10 of Part IV – (Value Management) states: 

“Platform Engineering: Enterprise Monitoring ($2M in CMS under the 

Technology Risk Management (TRM) program). The goal is to use this 

platform to understand service delivery and KPIs and have levers (which 

MPI seeks to automate over time) to shape/improve performance 

quickly based on these insights. Automation is a necessity in a complex 

operating multi-cloud, multi-provider environment.” 

Question: 

a) Please provide a narrative discussion on the goal of platform engineering “to 

understand service delivery and KPIs…” 

b) Please provide a narrative explaining what is meant by “...complex operating 

multi-cloud, multi-provider environment” 

Rationale for Question: 

To better understand the resulting complexity to MPI’s operating environment created 

by platform engineering. Why is platform engineering not simplifying the operating 

environment? 
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RESPONSE: 

a) Enterprise monitoring will provide the ability to not only monitor all infrastructure, 

applications, security and performance for any disruptions to services, but will also 

provide the opportunities to automate responses to possible disruptive events and 

fix them before they become an actual outage or disruption to the business. 

Enterprise monitoring also helps IT to provide automated KPIs on all of the 

services being monitored as all the data for all events is captured. This currently is 

a monthly manual process. 

b) Currently, almost all of the MPI Infrastructure runs out of its IBM data centres. MPI 

plans to migrate all of the services and workloads to the cloud. At present, it plans 

to migrate to the Azure Cloud from its on-premises datacentres, but in the near 

future MPI could host services in several cloud environments depending on which 

one better meets the business requirements. As part of its Cloud Adoption 

Strategy, MPI will always select a SaaS (Software as a Service) solution first, 

where possible. If there is no SaaS solution, MPI will select a PaaS (Platform as a 

Service) solution with its own cloud environment and if PaaS is not an option, then 

IaaS (Infrastructure as a Service) will be selected to host its Cloud services. MPI 

has a multicloud ecosystem now as it has a few SaaS solutions within different 

clouds and adding more shortly with Dynamics 365 and Fineos.  

While the cloud environment platforms are similar and standard across different 

cloud providers, the way the services are delivered and which services they have, 

can be different and complex. The complexities can also lie within certain 

applications themselves. Some applications run on a one server environment but 

may also have a web application front end that runs on a different server or 

service and then connects to a database on the backend that could be an SQL 

(Sequel) server or a Managed Instance of a database. This is where some of the 

complexities are as one application can have multiple environments, servers or 

services that it connects to. A disruption in any one of those parts can cause the 

whole system/application to be unavailable. 
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Part and 

Chapter: 

Part V – CI Page No.: 10 

PUB Approved 

Issue No: 

9. Claims Forecasting 

Topic: Forecasting Methodology 

Sub Topic:  

 

Preamble to IR: 

On page 10 of Part V – Claims Incurred, MPI describes its claims incurred forecasting 

methodology, in part, as follows: 

“The primary actuarial technique used in claims forecasting is the loss 

development technique. The technique assumes that the historical 

development patterns in accident year paid, and incurred losses can be 

used to predict the development of paid and incurred losses in future 

periods. For each coverage grouping, development assumptions are 

selected starting from the accident year in which the claims occur and 

extending until all claims from that accident year are assumed to be 

closed (i.e., ultimate).” 

In years past MPI used an Interdisciplinary Claims Forecasting Committee, comprising 

subject matter experts from claims operations, insurance operations, pricing, 

actuarial, investments and finance ensuring robust claims forecasting outcomes.  The 

Claims Forecasting Committee would then present the forecasts to the Executive 

Committee for review and approval. 

Question: 

Please confirm that MPI no longer uses an Interdisciplinary Claims Forecasting 

Committee to prepare and vet claims forecasts presented in the GRAs.  If this cannot 

be confirmed please provide a narrative discussion describing the current claims 

forecasting processes. 
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Rationale for Question: 

To gain a better understanding of the claims forecasting processes deployed by MPI 

ensuring a high quality claims forecast to set the basic insurance rates. 

RESPONSE: 

MPI does not use an Interdisciplinary Claims Forecasting Committee. However, the 

claims forecasting process is as follows:  

• regularly updating and monitoring claims on a monthly basis, 

• meeting with experts in physical damage and bodily injury claims, 

• determining underlying trends in the data, 

• technical review of assumptions and forecasting model, 

• presenting to the Executive Committee for review and approval. 
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Part and 

Chapter: 

Part V – CI Page No.: 19-20 of 95 

PUB Approved 

Issue No: 

9. Claims Forecasting 

Topic: Claims incurred impact re Work from Home 

Sub Topic:  

 

Preamble to IR: 

On page 19 of Part V - CI MPI states: 

“As driving behaviour directly affects Collision, Property Damage, and 

PIPP claims, MPI applied a 5% reduction to Collision, Property Damage, 

Weekly Indemnity, and ABO Indexed claim frequency.” 

On page 20 of Part V – CI, Figure CI – 10 Forecasted Impacts to Ultimates Related to 

Working from Home reports the Ultimate Claims Incurred reduction for 2023/24 

(rating year) is forecasted to be $37.3 million. 

On page 5 of Part V – PF, PF – 1 indicates that the motor vehicle premiums written for 

2023/24F are $1,150.3 million. 

Question: 

a) Please confirm that the work from home (i.e. Covid-19 Impact) claims incurred 

impact is a reduction in claims incurred of $37.3 million for 2023/24. If not, please 

provide the correct values. 

b) Please also confirm that this reduction approximately lowers basic insurance rates 

by 3.2% ($37.3 M divided by $1,150.3 M). If not, please provide the correct 

values. 
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Rationale for Question: 

To better understand the basic insurance rate impact from the work from home 

driving behavioral change. 

RESPONSE: 

a) Confirmed, the work from home impact is expected to cause a $37.3 million total 

reduction in claims incurred for the 2023/2024 year. 

b) The work from home reduction lowers Basic insurance rates by approximately 

3.2%. 
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Part and 
Chapter: 

PART V – CI Page No.: 17 of 95 

PUB Approved 

Issue No: 
9. Claims Forecasting 

Topic: Claims Incurred 

Sub Topic: Claims Incurred WFH Impacts 

 

Preamble to IR: 

MPI applies a 5% reduction to frequency for collision, property damage, weekly 

indemnity, and ABO indexed coverages to account for an expected reduction in post-

pandemic driving. This 5% adjustment is based on: 

i. A comparison between the actual collision frequency and the forecasted 

collision frequency excluding COVID-19 impacts for April 2021 through March 

2022. The actual collision frequency is generally 10-20% lower than the 

forecasted amounts.  

ii. Survey results that indicate approximately half of Manitobans currently working 

from home will expect to do so in the future. 

QUESTION: 

a) Please identify the source of the forecasted frequency shown in Figure CI- 8. 

Please also explain how the forecasted frequency amounts in Figure CI-8 are 

adjusted to remove the impact of the pandemic.  

b) Please provide a summary of MPI’s actual collision frequency, severity and loss 

cost estimates on a monthly basis between 2015-2022. 

c) Per MPI’s survey results, “About 7 in 10 respondents report that their driving trips 

decreased during the pandemic (68% drove less) and about four in 10 expect that 
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their future driving trips will continue to be lower than pre-pandemic levels 

(43%).” Additionally, the number of individuals that expect to have a hybrid 

schedule post-pandemic increased compared to the number of individuals with a 

hybrid schedule during the pandemic. Please provide a narrative explaining 

whether MPI considered these responses in their WFH adjustment, and if so, how. 

Rationale for Question: 

RESPONSE: 

a) The forecasted frequency by loss month in Figure CI-8 is from the 2022 GRA 

forecast, excluding the COVID-19 impact. The annual forecasted frequency uses 

the 2015-2019 trend, which excludes the impact from COVID-19. MPI uses a five-

year allocation (excluding 2020) to split the annual claim counts to monthly claim 

counts, then calculates the frequency by month using these monthly claim counts. 

b) See the ultimate figures below for Collision. Ultimates are estimated as of March 

31, 2022. 

Figure 1 Ultimate Monthly Collision Frequency (as of March 31, 2022) 

 

Figure 2 Ultimate Monthly Collision Severity (as of March 31, 2022) 

  

Line
No. Accident Insurance Year April May June July August September October November December January February March Total

1 2015 0.102 0.102 0.107 0.102 0.101 0.110 0.114 0.140 0.159 0.153 0.140 0.120 0.121

2 2016 0.105 0.105 0.113 0.107 0.105 0.109 0.117 0.130 0.181 0.174 0.142 0.121 0.126

3 2017 0.101 0.102 0.109 0.103 0.100 0.109 0.122 0.152 0.168 0.158 0.151 0.119 0.124

4 2018 0.100 0.100 0.102 0.098 0.100 0.104 0.113 0.137 0.143 0.162 0.189 0.114 0.121

5 2019 0.091 0.091 0.099 0.097 0.097 0.103 0.135 0.141 0.146 0.152 0.117 0.087 0.113

6 2020 0.055 0.066 0.085 0.087 0.084 0.088 0.101 0.081 0.093 0.091 0.104 0.078 0.084

7 2021 0.072 0.065 0.081 0.080 0.084 0.090 0.092 0.114 0.135 0.138 0.170 0.111 0.102

Line
No. Accident Insurance Year April May June July August September October November December January February March Total

1 2015 $3,146 $3,289 $3,370 $3,439 $3,381 $3,432 $3,518 $3,763 $3,734 $3,540 $3,428 $3,385 $3,474

2 2016 $3,358 $3,470 $3,521 $3,640 $3,564 $3,597 $3,722 $4,031 $3,615 $3,476 $3,473 $3,444 $3,579

3 2017 $3,527 $3,586 $3,735 $3,649 $3,760 $3,789 $3,970 $4,051 $3,894 $3,729 $3,786 $3,559 $3,771

4 2018 $3,432 $3,584 $3,709 $3,632 $3,825 $4,031 $3,993 $4,324 $4,026 $3,824 $3,768 $3,635 $3,834

5 2019 $3,612 $3,826 $3,918 $3,877 $3,942 $4,052 $4,239 $4,483 $4,325 $4,208 $3,788 $4,022 $4,064

6 2020 $3,969 $3,870 $3,928 $4,102 $4,109 $4,184 $4,444 $4,718 $4,671 $4,328 $4,001 $3,994 $4,213

7 2021 $4,056 $4,106 $4,273 $4,396 $4,473 $4,714 $4,673 $4,857 $4,664 $4,595 $4,384 $4,204 $4,479



August 30, 2022 2023 GRA Round 1 Information Requests 

 CAC (MPI) 1-43 

 

 

Manitoba Public Insurance Page 3 of 4 

Figure 3 Ultimate Monthly Collision Loss Cost (as of March 31, 2022) 

   

c) In estimating the WFH impact, MPI considered the amount of driving an individual 

estimated they would do in the future. In section 6 of the survey, page 8, 

respondents were asked to estimate their annual number of kilometers driven. This 

is shown below in Figure 4. The expectation is that in 2022, respondents will drive 

less than they did in 2019 but more than they did in 2021. This supports the 

assumption of MPI that the impact of working from home lies somewhere between 

the results from 2019 and the results from 2021. 

Line

No. Accident Insurance Year April May June July August September October November December January February March Total

1 2015 $320 $337 $361 $352 $341 $376 $401 $525 $595 $541 $482 $404 $419

2 2016 $354 $365 $399 $391 $376 $393 $434 $522 $655 $606 $495 $418 $450

3 2017 $355 $365 $406 $377 $375 $413 $485 $616 $654 $589 $572 $422 $468

4 2018 $342 $358 $379 $357 $381 $419 $453 $592 $576 $620 $712 $415 $464

5 2019 $327 $350 $390 $378 $381 $417 $574 $630 $631 $639 $444 $350 $459

6 2020 $220 $254 $333 $356 $347 $370 $448 $384 $432 $393 $416 $312 $356

7 2021 $293 $268 $347 $353 $375 $422 $428 $554 $631 $634 $746 $465 $457
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Figure 4 Driving Behaviour Survey 2022 - Average annual kilometres driven for 
household vehicles 

 

Average number of kilometres driven annually with 
household vehicles (estimated by respondent) 

Combined survey results 
 

2019 
n=2727 

2021 
n=2759 

2022 
n=2757 

less than 5,000 174 413 336 

6% 15% 12% 

5,001-10,000 360 530 497 

13% 19% 18% 

10,001-15,000 361 389 364 

13% 14% 13% 

15,001-15,500 146 148 160 

5% 5% 6% 

15,501-20,000 286 259 251 

10% 9% 9% 

20,001-25,000 274 200 230 

10% 7% 8% 

25,001-30,000 191 121 136 

7% 4% 5% 

30,001-35,000 131 94 111 

5% 3% 4% 

35,001-40,000 110 68 90 

4% 2% 3% 

40,001-45,000 72 40 54 

3% 1% 2% 

45,001-50,000 56 41 48 

2% 1% 2% 

Over 50,000 193 107 117 

7% 4% 4% 

Don't know 373 349 363 

14% 13% 13% 
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CAC (MPI) 1-44 

Part and 

Chapter: 

PART V – CI Page No.: N/A 

PUB Approved 

Issue No: 

9. Claims Forecasting 

Topic: Claims Incurred Forecast 

Sub Topic: Frequency Forecast Methodology 

 

Preamble to IR: 

It appears MPI does not follow consistent methodology when forecasting frequency. 

For example, MPI models claims count per HTA unit for collision, but claim counts 

directly for accident benefits – weekly indemnity.  

QUESTION: 

Please provide a narrative explaining why MPI does not define frequency as claims 

count per exposure for all coverages.  

RATIONALE FOR QUESTION: 

To inform an assessment of the credibility of the Claims Incurred Forecast. 

RESPONSE: 

Within the Claims Incurred document, claim frequency refers to claim counts per HTA 

unit. As indicated at page 23 of Claims Incurred CI.4.1, the Weekly Indemnity forecast 

uses claim frequency in the calculation of the forecast: 

The 2022/23 forecasted ultimate losses of $92.7 million are based on 

the forecasted claim counts and severity after the impact of WFH. The 

2015-2019 trend was used to forecast claim frequency, this was to align 

with the Collision frequency assumption. 
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The claim frequency is forecasted and then the claim counts are derived from that, 

based on the forecasted HTA units. Severity is then multiplied by the claim counts to 

create an ultimate loss of $92.7 million. 
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CAC (MPI) 1-45 

Part and 

Chapter: 

PART V – CI Page No.: 23 of 95 

PUB Approved 

Issue No: 

9. Claims Forecasting 

Topic: Weekly Indemnity 

Sub Topic: Frequency and Severity Forecast 

 

Preamble to IR: 

On page 23 of the Claims Incurred chapter, MPI states “The 2015-2019 trend was 

used to forecast claim frequency, this was to align with the Collision frequency 

assumption. A 5% reduction was then applied for WFH.” 

On the same page, MPI also states “The 2022/23 severity (i.e., average incurred per 

claim) is based on the 5-year (2015- 2019) average of the ultimate severity indexed 

to current levels, excluding the highest and lowest year, with severity growth plus 

indexation applied.” 

QUESTION: 

a) With respect to the claim frequency forecast, it is not clear which accident years 

are included in the 2015-2019 trend noted by MPI. Please confirm that 2015-2019 

is in reference to accident years 2015/16 – 2019-20. 

b) It is not clear whether MPI is fitting linear or exponential regression models to the 

data presented in Figure CI-14 as we are unable to replicate the results. Please 

confirm the model used to project claims frequency. If the model is fit to data that 

is not presented in Figure CI-14, please provide the data used to project claim 

counts, or indicate where this data can be found in the filing. 

c) Additionally, please explain why the projected 2022/23 through 2026/27 claim 

counts in Figure CI-14 are all equivalent. 
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d) With respect to severity, we note the 5-year average severity excluding high and 

low observations between 2015/16 – 2019/20 is 48,864. When we apply MPI’s 

selected growth rate of 2% and indexation of 4.2%, the projected severity for 

2022/23 differs from the amount in Figure CI-14 ($52,247). Please provide the 

detailed calculation (including cross references) for the amount in Figure CI-14. 

RATIONALE FOR QUESTION: 

We were unable to replicate MPI’s calculation for the 2022/23 forecasted frequency or 

severity for weekly indemnity using the data provided in Figure CI-14 and subsequent 

model description.  

RESPONSE: 

a) Confirmed, the 2015-2019 trend includes the 2015/16 to 2019/20 accident years. 

b) MPI used the linear trend of claim frequency (claim counts per HTA unit) to 

forecast Weekly Indemnity claim frequency. Figure 1 below shows CI-14 with claim 

frequency instead of claim counts. 
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Figure 1 Weekly Indemnity Ultimate Losses (updated Claims Incurred Figure CI-
14) 

 

c) The projected 2022/23 through 2026/27 claim counts in Claims Incurred Chapter 

Figure CI-14 are flat due to a decreasing frequency trend, which is partially offset 

with the growth in HTA earned units. 

d) The amounts in Claims Incurred Chapter Figure CI-14 are not indexed to current 

levels. MPI forecasts severity using the ultimate severity indexed to current levels 

on page 23 of Claims Incurred Chapter CI.4.1: 

The 2022/23 severity (i.e., average incurred per claim) is based 

on the 5-year (2015-2019) average of the ultimate severity 

indexed to current levels, excluding the highest and lowest year, 

with severity growth plus indexation applied. 

Claims Incurred Chapter Figure CI- 15 shows average severity by the loss sizes at 

current levels and Figure 2 below shows the overall ultimate severity at current 

Claim Last Year’s Variance to

Line HTA Claim Count Frequency Ultimate Annual Forecast  Forecast

No. Accident Year Earned Units Incurred >$0 per 1,000 Units Severity ($000) % Change ($000) ($000)

1 2007/08 736,791 2,063 2.80 $36,184 $74,648 1.23% $75,503 ($855)

2 2008/09 752,983 1,885 2.50 $40,134 $75,653 1.35% $74,070 $1,583

3 2009/10 764,243 1,861 2.44 $38,777 $72,164 -4.61% $71,808 $356

4 2010/11 775,557 1,948 2.51 $47,597 $92,719 28.48% $93,413 ($694)

5 2011/12 793,813 1,844 2.32 $47,797 $88,138 -4.94% $89,351 ($1,213)

6 2012/13 812,141 2,007 2.47 $41,632 $83,556 -5.20% $84,961 ($1,405)

7 2013/14 823,518 1,875 2.28 $39,107 $73,326 -12.24% $71,468 $1,858

8 2014/15 835,178 1,684 2.02 $44,658 $75,204 2.56% $75,128 $76

9 2015/16 848,635 1,785 2.10 $48,599 $86,749 15.35% $89,124 ($2,376)

10 2016/17 861,942 1,808 2.10 $52,497 $94,915 9.41% $94,410 $505

11 2017/18 874,357 1,931 2.21 $48,233 $93,137 -1.87% $94,598 ($1,461)

12 2018/19 882,537 1,898 2.15 $43,857 $83,227 -10.64% $91,622 ($8,396)

13 2019/20 887,453 1,750 1.97 $49,761 $87,090 4.64% $92,454 ($5,364)

14 2020/21 891,738 1,273 1.43 $59,527 $75,755 -13.02% $70,538 $5,217

15 2021/22 918,683 1,766 1.92 $48,721 $86,038 13.57% $90,202 ($4,164)

16 5-year Trend 920,310 1,437 1.55 $55,013 $78,548 7.09% $78,920

17 10-year Trend 924,015 1,591 1.70 $54,784 $86,781 3.08% $89,949

18 All year Trend 931,098 1,633 1.71 $53,708 $87,625 0.35% $90,483

19 2022/23 932,897 1,774 1.90 $52,247 $92,675 7.71% $99,974 ($7,299)

20 2023/24 942,908 1,774 1.88 $55,469 $98,404 6.18% $104,005 ($5,601)

21 2024/25 953,029 1,774 1.86 $57,892 $102,705 4.37% $108,197 ($5,491)

22 2025/26 963,262 1,774 1.84 $60,363 $107,080 4.26% $112,554 ($5,475)

23 2026/27 973,606 1,774 1.82 $62,758 $111,306 3.95%
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levels, which MPI uses in its calculation of the 2022/23 severity. The formula below 

shows the calculation of the 2022/23 severity: 

𝑆𝑒𝑣𝑒𝑟𝑖𝑡𝑦 2022/23 =
49,957 + 49,008 + 49,932

3
× (1 + 1.97% + 3.30%) 

Please note that MPI selected 3.30% as the inflation rate (rather than 4.20% as 

mentioned in the question), as it uses the inflation rate from the previous year for 

indexing purposes. Please see section Claims Incurred Chapter CI.2.4 for further 

information. 

Figure 2 Weekly Indemnity Ultimate Severity (updated Claims Incurred 
Chapter Figure CI-15) 

 

 

Line Average Severity

No. Accident Year $0-$100,000 $100,000-$250,000 $250,000+ $0+

1 2004/05 $6,645 $166,817 $779,091 $27,520

2 2005/06 $7,495 $164,085 $770,965 $33,338

3 2006/07 $7,596 $165,420 $751,214 $39,346

4 2007/08 $7,519 $156,367 $763,560 $39,997

5 2008/09 $8,938 $154,916 $787,228 $43,900

6 2009/10 $8,788 $150,214 $807,517 $42,097

7 2010/11 $9,767 $144,370 $770,989 $51,146

8 2011/12 $9,731 $153,303 $811,467 $50,821

9 2012/13 $9,456 $153,932 $738,179 $44,062

10 2013/14 $9,106 $155,348 $697,050 $41,024

11 2014/15 $9,828 $159,460 $813,958 $46,219

12 2015/16 $9,776 $147,692 $762,853 $49,957

13 2016/17 $9,640 $150,780 $708,801 $53,593

14 2017/18 $9,585 $149,470 $694,488 $49,008

15 2018/19 $9,724 $146,448 $650,474 $44,306

16 2019/20 $9,531 $179,292 $621,490 $49,932

17 2020/21 $19,332 $155,299 $638,488 $59,557

18 2021/22 $27,606 $148,701 $807,648 $48,721

19 Severity Growth 2.16% -0.24% -1.13%

20 Sum of Counts 28,484 611 1,338

21 Weighted Average Severity Growth 1.97%
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CAC (MPI) 1-46 

Part and 

Chapter: 

PART V – CI Page No.: 27-28 of 95 

PUB Approved 

Issue No: 

9. Claims Forecasting 

Topic: Accident Benefits Other – Indexed 

Sub Topic: Frequency and Severity Forecast 

 

Preamble to IR: 

MPI states on page 27 of the Claims Incurred chapter that “The 2010-2019 trend was 

used to forecast claim frequency. A 5% reduction was then applied for WFH.” 

On page 28, MPI states: “The 2022/23 severity (i.e., average incurred per claim) is 

based on the 5-year (2015- 2019) average of the ultimate severity indexed to current 

levels, excluding the highest and lowest year, with severity growth plus indexation 

applied.” 

QUESTION: 

a) It is not clear which accident years are included in the 2010-2019 trend noted by 

MPI. Please confirm that 2010-2019 is in reference to accident years 2010/11 – 

2019-20. 

b) It is not clear whether MPI is fitting linear or exponential regression models to the 

data presented in Figure CI-14 as we are unable to replicate the results. Please 

confirm what kind of model is used to project claims frequency. If the model is fit 

to data that is not presented in Figure CI-14, please provide the data used to 

project claim counts, or indicate where this data can be found in the filing. 

c) We note the 5-year average severity excluding high and low observations between 

2015/16 – 2019/20 is $5,792. When we apply MPI’s selected growth rate of 2% 

and indexation of 4.2%, the projected severity for 2022/23 differs from the 
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amount presented in Figure CI-18 ($6,265). Please provide the detailed calculation 

(including cross references) for the amount in Figure CI-18. 

RATIONALE FOR QUESTION: 

We were unable to replicate MPI’s calculation for the 2022/23 forecasted frequency or 

severity for accident benefits-other indexed using the data provided in Figure CI-18 

and subsequent model description.  

RESPONSE: 

a) Confirmed, the 2010-2019 trend includes the 2010/11 to 2019/20 accident years. 

b) In regard to Claims Incurred Chapter Figure CI-14, MPI has provided its response 

in CAC (MPI) 1-45(b). For Claims Incurred Chapter Figure CI-18, MPI used a linear 

trend to forecast Accident Benefits Other - Indexed claim frequency (claim counts 

per HTA unit). Figure 1 below shows Figure CI-18 with claim frequency instead of 

claim counts. 



August 30, 2022 2023 GRA Round 1 Information Requests 
 CAC (MPI) 1-46 

 
 

Manitoba Public Insurance Page 3 of 4 

Figure 1 Accident Benefits Other – Indexed Ultimate Losses (updated Claims 
Incurred Chapter Figure CI-18) 

 

c) The amounts in Claims Incurred Chapter Figure CI-18 are not indexed to current 

levels. MPI forecasts severity using the ultimate severity indexed to current levels 

on page 28 of Claims Incurred Chapter CI.5.1: 

The 2022/23 severity (i.e., average incurred per claim) is based 

on the 5-year (2015-2019) average of the ultimate severity 

indexed to current levels, excluding the highest and lowest year, 

with severity growth plus indexation applied. 

Figure CI-19 shows average severity by the loss sizes at current levels and Figure 

2 below shows the overall ultimate severity at current levels, which MPI uses in the 

calculation of the 2022/23 severity. The formula below provides the calculation of 

2022/23 severity: 

𝑆𝑒𝑣𝑒𝑟𝑖𝑡𝑦 2022/23 =
5,557 + 6,167 + 6,125

3
× (1 + 2.00% + 3.30%) 

Claim Frequency Last Year’s Variance to
Line HTA Claim Count per 1,000 Ultimate Annual Forecast  Forecast
No. Accident Year Earned Units Incurred >$0 HTA Units Severity ($000) % Change ($000) ($000)

1 2007/08 736,791 11,889 16.14 $5,868 $69,759 2.99% $68,795 $964

2 2008/09 752,983 11,458 15.22 $4,599 $52,695 -24.46% $53,321 ($626)

3 2009/10 764,243 11,033 14.44 $5,503 $60,716 15.22% $59,661 $1,054

4 2010/11 775,557 12,068 15.56 $4,897 $59,093 -2.67% $60,668 ($1,575)

5 2011/12 793,813 11,198 14.11 $5,841 $65,408 10.69% $64,282 $1,127

6 2012/13 812,141 12,210 15.03 $4,823 $58,883 -9.98% $57,775 $1,108

7 2013/14 823,518 12,209 14.83 $4,408 $53,815 -8.61% $52,978 $837

8 2014/15 835,178 10,591 12.68 $4,530 $47,980 -10.84% $48,177 ($196)

9 2015/16 848,635 11,663 13.74 $5,289 $61,683 28.56% $64,284 ($2,600)

10 2016/17 861,942 11,560 13.41 $6,778 $78,356 27.03% $77,408 $949

11 2017/18 874,357 11,876 13.58 $6,001 $71,266 -9.05% $69,464 $1,802

12 2018/19 882,537 11,220 12.71 $4,792 $53,768 -24.55% $64,937 ($11,170)

13 2019/20 887,453 9,892 11.15 $6,085 $60,194 11.95% $61,864 ($1,670)

14 2020/21 891,738 6,503 7.29 $8,859 $57,613 -4.29% $46,746 $10,867

15 2021/22 918,683 8,918 9.71 $6,705 $59,795 3.79% $63,021 ($3,226)

16 5-year Trend 920,310 6,492 6.94 $8,131 $54,798 9.35% $51,883

17 10-year Trend 924,015 8,195 8.70 $7,614 $62,503 2.82% $62,867

18 All year Trend 931,098 9,254 9.70 $6,785 $60,742 2.52% $61,302

19 2022/23 932,897 9,711 10.41 $6,265 $60,835 1.74% $69,475 ($8,640)

20 2023/24 942,908 9,489 10.06 $6,653 $63,134 3.78% $71,882 ($8,747)

21 2024/25 953,029 9,263 9.72 $6,946 $64,334 1.90% $74,360 ($10,026)

22 2025/26 963,262 9,030 9.37 $7,244 $65,411 1.67% $76,911 ($11,499)

23 2026/27 973,606 8,791 9.03 $7,534 $66,226 1.25%
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Please note that MPI selected 3.30% as the inflation rate (rather than 4.20% as 

mentioned in the question) as it uses the inflation rate of the previous year for 

indexing purposes. Please see section CI.2.4 for further information. 

Figure 2 Accident Benefits Other – Indexed Ultimate Severity (updated 
Claims Incurred Chapter Figure CI-19) 

 

 

Line Average Severity

No. Accident Year $0-$100,000 $100,000-$250,000 $250,000+ $0+

1 2004/05 $2,188 $159,048 $1,848,693 $5,808

2 2005/06 $2,281 $137,000 $1,325,319 $6,053

3 2006/07 $2,254 $153,810 $1,293,976 $6,995

4 2007/08 $2,227 $146,921 $1,648,838 $6,493

5 2008/09 $2,444 $160,644 $1,060,614 $5,166

6 2009/10 $2,546 $141,696 $1,228,272 $6,070

7 2010/11 $2,557 $150,192 $1,004,070 $5,403

8 2011/12 $2,744 $142,068 $1,083,121 $6,323

9 2012/13 $2,802 $157,677 $773,449 $5,228

10 2013/14 $2,892 $151,949 $860,297 $4,745

11 2014/15 $2,952 $158,560 $1,038,761 $4,819

12 2015/16 $3,038 $153,338 $880,857 $5,557

13 2016/17 $3,053 $138,603 $1,094,578 $7,000

14 2017/18 $2,991 $154,346 $1,009,383 $6,167

15 2018/19 $2,717 $154,985 $846,333 $4,886

16 2019/20 $2,615 $157,312 $1,111,848 $6,125

17 2020/21 $3,684 $152,461 $1,967,883 $8,867

18 2021/22 $4,770 $153,856 $864,815 $6,705

19 Severity Growth 2.01% 0.20% -3.30%

20 Sum of Counts 182,229 528 436

21 Weighted Average Severity Growth 2.00%
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Part and 

Chapter: 

PART V – CI Page No.: 32 of 95 

PUB Approved 

Issue No: 

9. Claims Forecasting 

Topic: Accident Benefits Other – Non-Indexed 

Sub Topic: Severity Forecast 

 

Preamble to IR: 

On page 32/3398 of the filing, MPI states: “The 2022/23 severity (i.e., average 

incurred per claim) is based on the 5-year (2015- 2019) average of the ultimate 

severity indexed to current levels, excluding the highest and lowest year, with severity 

growth plus indexation applied.” 

QUESTION: 

We note the 5-year average severity excluding high and low observations between 

2015/16 – 2019/20 is $22,970. When we apply MPI’s selected growth rate of 1.19% 

and indexation of 4.2%, the projected severity for 2022/23 differs from the amount 

presented in Figure CI-22 ($23,343). Please provide the detailed calculation (including 

cross references) for the amount in Figure CI-22. 

RATIONALE FOR QUESTION: 

We were unable to replicate MPI’s calculation for the 2022/23 forecasted severity for 

accident benefits-other non-indexed using the data provided in Figure CI-22 and 

subsequent model description.  
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