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MEMO TO FILE FOR YEAR END MARCH 31, 2025

IMPAIRMENT AND WRITE OFFS RECOGNIZED IN DEFERRED DEVELOPMENT COSTS IN
THE FISCAL YEAR ENDED MARCH 31, 2024

For the fiscal year ended March 31, 2025, the Corporation recognized $62.0 million in impairments
and write offs in assets that had been reported as deferred development costs in the Statement of
Financial Position. Asset impairments recognized during the year totaling $49.2 million and $12.8
million in write-offs are summarized below:

1. Anassetimpairment of $1.3 million was recognized in August 2024, ||| | GGz
I ¢ initiative was assessed as offering no
future benefit to the Corporation and therefore the net asset value reported as deferred
development costs at July 31, 2024, ($1.3 million) was eliminated and reported as expensed
in the period.

2. Assetimpairments totaling $47.9 million were recognized for Project Nova Assets reported
at December 31, 2024. The impairments recorded in February 2025 are summarized as
follows:

3. The Corporation wrote off $12.8 million in NOVA assets reported at December 31, 2024, for
change management costs that had been capitalized as NOVA assets but were assessed in
February 2025, as costs that should have been expensed. Of the $12.8 million in assets
written off to expense, $8.3 million had been reported as assets in use and deferred assets
in R1; $4.0 million were assets in use and deferred assets in R2; and $0.5 million in deferred
development assets related to ongoing efforts for R3.

Additional information regarding the assessments for impairment is provided below:
1. IMPAIRMENT RECOGNIZED IN DATA SOLUTION PROGRAM AS AT AUGUST 31, 2024

In August of 2024, while preparing a listing of on-going capital projects, an initiative with a net

carying value of $1.3 million atuly 31, 2024, I
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I s identified as included in the assets reported as Deferred

Development Costs at July 31, 2024. Upon further investigation, it was determined that the initiative
had been cancelled and was not expected to provide the Corporation with future economic
benefits. Both the value in use and the fair value less any expected costs to sell for this project were
assessed as zero.

The asset value report reported at July 31, 2024, for this project was recognized as an impairment
loss in August 2024. This resulted in a decrease of $1.3 million in assets reported as deferred
development costs ($1.7 million in costs less $0.4 million in accumulated amortization) and an
increase in operating expenses reported for the period.

2. IMPAIRMENT AND WRITE OFF RECOGNIZED IN NOVA ASSETS AT DECEMBER 31, 2024

While performing an annual review for impairment of intangible assets reported at the third quarter
reporting date December 31, 2024, the Project NOVA assets that were in use at that date and the
deferred development cost reporting as assets at that date, were assessed for impairment.

Costs incurred for Project NOVA have been accumulated and tracked by the Corporation according
to the four stages of release within the project. A description of each of the four releases and a
summary of status at December 31, 2024, is as follows:

1. R1- modernization of Special Risk Extension (SRE) commercial insurance (shift from paper
based to system based) went live in February 2023. Project costs related to R1 that are
deferred and not currently subject to amortization, relate to R1 development that is
foundational work for future releases or planned integration with future releases.

2. R2-rollout of Celtic Motor Carrier System, replacing custom systems previously used to
manage commercial customers enrolled in the international registration plan (IRP) (mostly
commercial carriers with trips occurring within US jurisdictions). The Driver and Vehicle
Administration (DVA) deferred costs related to the International Registration Program (IRP)
(R2) went into production in June 2024. The remaining R2 costs include foundational work
for the future releases and those costs will be brought into use along with the future
releases when available for use.

3. RS3-fullyimplement basic and extension personal insurance and vehicle registration and
launch a complete driver licensing solution. 24-week discovery was completed by
Accenture in December 2024. Go live date is anticipated to be August 2029 and all costs to
date are deferred as 5-year implementation kicks off February 2025.

4. R4-Duck Creektoreplace CARS (physical damage claims reporting and management) and
customer portal enhancement for physical damage claims. Release will follow R3 - go live
to be determined (estimated 2031/32)

Assessment for Impairment Indicators as at Q3 2024

In accordance with IAS 36.12, an assessment was performed in January 2025 as to whether
indicators of impairment existed for Project NOVA assets reported as at the Q3 reporting date of
December 31, 2024. The following guidelines were applied in the assessment:

e FExternal sources of information

Manitoba Public Insurance Page 2 of 8



October 2, 2025 CONFIDENTIAL MPI Exhibit #23
August 7, 2025 CONFIDENTIAL 2026 GRA Round 1 Information Requests
PUB (MPI) 1-63 Appendix 1 - Redacted

o Have there been any recent technical, environmental, legal, or regulatory
changes that might affect the utility of the asset(s)? (e.g., Economic downturn,
legal changes, technological advancement making certain assets
discontinued).

e Internal source of information

o Have there been any major changes in how we use or intend to use the asset(s)?
(e.g., asset obsolescence or plans to dispose of asset by operational changes).

o Have there been any incidents of underperformance or indications that the
economic performance of our assets is lower than expected? (e.g., increased
costs or having maintenance or operational issues caused prolonged
downtimes for assets or the asset becoming idle).

o Arethere any signs of physical damage or obsolescence of the asset(s) that may
affect their value? (e.g., underutilization or idling of certain assets).

e Financial indicators

o Arethere any indications that the cash flows are significantly changed? (e.g,

higher operational costs, or lower revenue).
e Otherindicators

o Arethere any other circumstances or events that you believe may indicate a

potential impairment of this asset?

The following issues were noted with assets associated with the first release of NOVA (R1):

e The assets in use were assessed as not performing at the expected level; only 50% of
policies have been migrated to the new systems and plans to migrate remaining policies
were significantly delayed

e Asignificant number of operational and financial reporting defects had been occurring
during the year, and many remained outstanding at December 31, 2024.

e Negative business impacts have been reported. Brokers have voiced dissatisfaction-

I :c have difficulty understanding or relying on the reporting
avaitaolo S

Assessment for Impairment of R1 Assets and Recognition of $30.8 million in Impairments:

R1- SRE- Assets Reported at December 31, 2024: in-use asset $12.9M ($15.9M net of $3.0M
amortization) and deferred costs of $32.8M

Functionality that had been developed within R1 stage of the project was implemented in February
2023 and is in use within the organization. The project costs incurred to build this functionality
began to be amortized in the fiscal year ended March 31, 2024. The project costs related to R1 that
are deferred and not subject to amortization at December 31, 2024, relate to R1 development that
is foundational work for future releases or planned integration with future releases.

As at December 31, 2024, the following indicators of impairment were noted:

e Asignificant number of operational and financial reporting defects is overwhelming the
business and IT team supporting the business. As of December 30, 2024, there were 1,393
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defects reported, of which 460 remained outstanding, and 975 enhancement requests
(which relate to operational issues due to business requirements not being properly
incorporated into system build), of which 422 remained outstanding;

e  Only half of the expected volume of work is provided on the new platform and the delivered
product falls below expected quality due to significant ongoing defects;

e Only 50% of policies have been migrated to the new systems and plans to migrate
remaining policies were significantly delayed (more than one year) at December 31, 2024;

e Increased operational costs due to ongoing support efforts to resolve defects and
remediate processes originally delivered. As of January 2025, 40 IT staff are engaged in SRE
remediation activities either full-time or part-time and 22 non-IT staff are engaged part-time
(more than double the initial plan due to ongoing defects/operational issues);

e Loss of business due to broker dissatisfaction and frustration with a system that is not
functioning as intended- continued exits are anticipated as policies hit their renewal date
over the remainder of the year.

Given the issues identified, the implementation of R1 was assessed as not successful in providing
required functionality for underwriting and reporting SRE policies. The in-use assets for R1 and the
deferred costs for R1 that are not considered to be foundational work for future releases, as at
December 31, 2024, have been assessed as providing no economic benefit. Ongoing operational
costs for remediation and re-work related to R1 have been expensed as incurred through the fiscal
year 2024/25.

The impairment assessment for R1 in-use assets at December 31, 2024, was $8.3 million; the
impairment for the R1 assets that were reported as deferred development costs was assessed as
$22.5 million. Total impairment for R1 assets at December 31, 2024, was $30.8 million.

Assessment for Impairment of R2 Assets:

R2- IRP - Assets Reported at December 31, 2024: in-use asset $33.6M ($35.4M net of $1.7M
amortization) and deferred costs of $17.7M

The DVA deferred costs related to the International Registration Program (IRP) (R2) went into
production inJune 2024. The remaining R2 costs include foundation work for the future releases
and those costs will be brought into use along with the future releases when available for use.

As of the third quarter reporting date December 31, 2024, there are no indicators of impairment for
the IRP asset. The IRP application that was implemented is meeting the needs of the business and
is currently managed by the IT team as intended. Additional investment is planned to provide a
customer online version in 2025.

e $33.6Min-use asset: As there are no indicators of impairment, the in-use asset remains
appropriately recorded.

e $17.7M deferred costs: Irrespective of whether the conclusion is reached that no
impairment indicators are present, IAS 36.9 requires an annual impairment test on deferred
costs. IAS 36.102 details that for a corporate asset, the carrying amount of the CGU should
be compared to the recoverable amount of the CGU to determine whether there is an
impairment loss. MPI has passed on a formal recovery amount calculation, as indicated
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above, given IRP has no impairment indicators and there are resources/contracts/planned
scheduling in place to proceed with bringing the asset to use, Although the project NPV is
negative, this does not reflect the cost recovery mechanisms. MPI will fully recover the
costs in the normal course of operations at the Corporate level through cost recovery
mechanisms. The recovery may vary by LOB and which LOB is funding the cost recovery, but
over time, the costs will be fully recovered.

Assessment for Impairment of R3 Assets:
R3 - deferred costs of $15.3M

Deferred costs to date include design work for project implementation. A 24-week R3 discovery
with the vendor (Accenture) was completed as of December 2024 and a 5-year project
implementation plan is in development, with implementation set to begin February 2025. There are
no indicators of impairment as of January 2025, MPI intends to proceed with continued Board of
Directors and government support, and with resources and contracts in place to begin planned
work until directed otherwise.

Irrespective of whether the conclusion is reached that no impairment indicators are present, IAS
36.9 requires an annual impairment test on deferred costs. IAS 36.102 details that for a corporate
asset, the carrying amount of the CGU should be compared to the recoverable amount of the CGU
to determine whether there is an impairment loss. MPI has passed on a formal recovery amount
calculation, MPI will fully recover the costs in the normal course of operations at the Corporate
level through cost recovery mechanisms. The recovery may vary by LOB and which LOB is funding
the cost recovery, but over time the costs will be fully recovered. Furthermore, R1 deferred costs are
not material to the financial statements in the context of overall audit materiality ($40M).

While performing the assessment for impairments and evaluating the future benefits of NOVA
assets reported at December 31, 2024, two issues were identified:

e Assessment of work to be completed under contract with a third party.
e Accounting for change management costs
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Write Off of $12.8 million in Change Management Costs Capitalized to Project NOVA

While performing the assessment for impairment of intangible assets reported under Project NOVA
at December 31, 2024, and reviewing the accumulation of costs reported as assets within R1, R2
and R3, it was noted that $12.8 million of change management costs had been incorrectly
capitalized; these costs should be expensed when incurred.

As aresult, the deferred development assets reported in R1, R2, and R3 were reduced by a total of
$12.8 million, and this amount was reclassified and reported as expense in Q4 of the fiscal year
ending March 31, 2025. A portion of the $12.8 million relates to costs incurred in the prior fiscal
year but the amount is not considered material enough for restatement of prior year results.
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Summary Of Writedowns for Asset Impairment and Write Offs Reported Against Deferred

Development Costs During Fiscal Year ended March 31,2025
Asset Impairment and Write off for NOVA assets in Fiscal Year 2024/25:

Total
Deferred Impairment &
In Use Asset Development WriteDown Write Off Impairment
R1 SRE release cost 15,913,781 32,756,693
Accumulated Amort to Dec 31 [3,050,883)
Met book value 12,862,892 32,756,693
[8,390,257)
[30,813,248)
Total Write off (11,618,381) (27585,124) [39,203,505)
Femaining Asset foundational asset 1244511 5171563
R2 IRF Release cost 35,397,130 17,668,913
Accum Amortization [1,769,857)
Met book value 33627273 17,668,919
[3,983,759)
[15,206,838)
Total Write off (17.737.122) (1453,475) (19,130,597)
Met after impairment and write off 15,890,151 16,215,444
R3 Deferred costs 15,283,093
[469,682)
. = [2,346,873] 1,877,191
Met after impairment and write off 12,936,220
TOTAL IMPAIRMENT AND WRITE OFF: [60,740,975) [12,243,6598) (47897277
Asset Impairment Recognized for Data Solutions Initiative in Fiscal Year 2024/25:
Impairment Auqust 2024 for Data Solutions
Impairment &djto Cost 1,792,296
Impairment Adjust to Accum Amaort 448,074)
Met Impact from Impairment 1,344,222 [1,344,222) [1,344,222)

Total Impairment and Write Offs Recorded to Deferred Development

Costs in Fiscal Year Ended March 31, 2025 (62,085,197) (12843698) (49,241499)

Balance after write offs and write downs: 17,134,662 34,323,233 51,457,895

Balance Reported at Year End March 31, 2025, for Deferred Development Costs

The Corporation reported $54,262,070 in Deferred development costs at year end March 31, 2025,
including $49,356,441 in net book value for Duck Creek assets, and $4,905,628 relating to other

technology projects, I
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Breakdown of NBV
Life to Date as at March 31, 2026

Sum of LTD Sum of LTD Nova R3
as at Mar 31, Transfer 1o as at Mar 31, Net Book deferred costs
GL Account Asset 2024 Additions Value In Use Impairment Writadown 2025 Amortization Value remaining Difference
150400  P&C - DDC PLR PAID LOSS RATIO 16,800,568.34 2,418,640.98 (1,410,630.74)  (9,516,351.92)  (4,155,667.23)  3,136,565002 3,135,560.03 3,130,871.87 5,688.16
190410 DIGITAL - DDC PR PAYROLL RATIO 32,538,961.36 9.009,727.48  (19.901,037.99) (12,9%63.480.12)  (2,872,786.99)  7,210,78374 - 7210,783.74 7,229,031.77  (18,246.03)
190415 NOVA - DVA - DDC 100% DVA RATIO 38,267,544 43 235181004 (35307,130.39)  (1,877,190.99) 3,245 03309 3.345,033.09 3,344,885 47 145,62

Remaining deferred costs not being amortized  13,692,.376.86  13,704,790.11  (12.413.25)

NOVA - SRE (A1) 15,917,681.00 (10,09.300.59)  (4,063,867.59)  1,544,43282 (334,627.02)  1.209.805.80
DOC - R1- P&C - BAS & EXT 1,410,630.74 141063074 (306,636.78)  1,104,993.98
DOC - R1 . DIGITAL 3.749.534 13 3,74953413 (812,399.12) 2937.135.01
DOC - R2 - DIGITAL 16,151,502.86 16,151,50386 (1,211,362.83)  14,940,141.03
DOC - NOVA - IRP |R2) - 35,397,130.29 (16,007.196.98)  (2,663,457.19) 16,726,474 62 (1.254,485.61)  15.471.969.21
DATASOLUTION PROGRAM 1,792,296.23 (1,792,296.23) - -

FINANCE REENGINEERING DEPM 2,150 97 2,150,650 97 (1,792 ) 355.471.21

Totals__ 118,081 450.33  70.488,577.62  (56.708,799.12) (52,45.897.63) (13,755,779.00) 65,639,95220  (11,377,682.17) 54.262,070.03

Of the $49,365,441 reported as Duck Creek assets, $30,412,130 relates to IRP (R2) assets that are
in use, performing as intended and expected to provide future value to the Corporation over the
estimated life of the assets.

The remaining $18,944,312 reported as Duck Creek assets are foundational assets that will provide
the basis for functionality the company aims to build and implement in the future to keep pace with
changes in technology and meet service expectations.

In May of 2025, the press reported that MPIl was closing down project NOVA and on June 5, 2025,
the Corporation provided a press release that project NOVA was closing out and a more pragmatic
approach with a series of smaller standalone projects with timelines of 12 to 24 months. Although
the overarching project structure called NOVA is not continuing, the Corporation will continue with
overhauling its technology and implementing more technology-based services. The foundational
assets developed to March 31, 2025, are expected to provide value to the Corporation as it
continues to build and replace existing aging technology solutions.

The balance of $54,262,070 reported at March 31, 2025, provides a reasonable presentation of the
value of the assets after write downs and write-offs. At year end, the Corporation’s assessment of
the contact with Infosys, the value of the work completed and the status of work that is unlikely to
be received remains unchanged from Q3.

Conclusion:

In compliance with IAS 36, the Corporation completed an assessment for impairments in intangible
assets reported as deferred development costs in the Statement of Financial Position, during the
fiscal year ended March 31, 2025. The Corporation has recorded reasonable adjustments to reflect
the results from its assessments for impairments in assets reported as Deferred development
costs.

The deferred development costs reported by the Corporation at March 31, 2025, reflect values after
write-downs for impairment recognized by the Corporation and write-offs during the fiscal year
ended March 31, 2025. The balance reflects the expected future benefits to be provided to the
Corporation over the estimated remaining life of these assets.

End of memo
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