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Agenda

Topics
* Forecasted Extension Transfers
* Operating Expenses (Normal Operations and Initiatives)
Key Corporate Expenses
Budgeting Practices
Integrated Cost Allocation Methodology

Future Treatment of Initiative Expenses and Discharge of the Regulatory Deferred Asset
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Manitoba Public Insurance

Key Message

MPI continues to ensure that expenses support affordable
rates by maturing its budgeting processes, containing
FTEs and right-sizing spend on improvement initiatives.
Basic is forecasted to remain in a strong capital financial
position as MPI will continue to utilize Extension excess
capital for the benefit of Basic. The PUB should accept
MPI’s request to depart from the practice of deferring
initiative expenses and discharge the Regulatory Deferral
Account.
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Forecasted Extension
Transfers

MANITOBA
PUBLIC INSURANCE

Manitoba Public Insurance Page 4 of 31




October 20, 2025 MPI Exhibit #41

Forecasted Extension Transfers

MPI expects to continue to utilize Extension capital in excess of the 200% target to
subsidize Basic and has accordingly filed the 5-year forecast assuming these transfers:

. . 3 orecast Forecast
hl0=L BT £, 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30
Assuming no transfer 341 475 580 641 727 831
Post capital transfer 200 200 200 200 200 200

. . Actual Forecast Budget Forecast Forecast Forecast
e 2024/25 2025/26 2026%2? 2027/28 2028/29 2029/30
Assuming no transfer 93 66 57 55 55 57
Post capital transfer 107 93 06 100 109 121
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Corporate Expenses by Nature over 10 years

Figure EXP - 4 10-Year Summary of Total Corporate and Basic Expenses

2020/21A  2021/22A  2022/23A  2023/24A  2024/25A 2025/26BF  2026/27F  2027/28F  2028/29F

2029/30F

($000's, except where noted)
Total Corporate Expenses 293,925 327,338 358,358 359,035 457,235 392,926 424,738 424,922 429,720

444,755

Basic Allocated
CorporateExpenses

Maintenance Expense 146,272 137,241 149,182 136,818 146,098 149,600 153,986
Acquisition Expense 8,535 9,200 6,913 5,677 6,055 6,228 6,400
OperatingExpense 90,467 93,781 111,745 111,622 124,651 128,795 128,005

156,575
6,544
131,983

Total Basic Allocated
Corporate Expenses 223,890 237,089 245274 240,222 267,840 254,116 276,804 284,623 289,390

295,102

Percentage of Corporate Operating Expenses 76.2% 72.4% 68.4% 66.9% 58.6% 64.7% 65.2% 67.0% 67.3%

Basic Direct Expenses
Commissions 50,549 52,969 58,944 84,045 67,252 70,766
1 Premium Taxes 35,913 36,498 40,800 44 677 47,025 49,603

66.4%

77,610
52,375

12 Total Basic Direct Expenses 86,462 89,467 99,744 108,722 114,277 120,369

Key Take-Aways:

2024/25 results must be normalized by $60.8M to make comparable.
2026/27 forecasted expenses are $425M.

129,985

MPI Exhibit #41

» Thisis an increase from the 2025 GRA forecast of $394M. Of the $31M increase, $9M is normal operating expenses and $22M is
due to new 2026 initiative forecast from the 2025 GRA which forecasted project Nova completionin 2026/27.

Basic allocation (line 8) as a % of overall corporate operating expenses remains relatively consistent.
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Basic Operating Expenses
as a % of Premiums Earned

Operating Expenses / Revenue from Premiums -Normalized
23.0%

22.0%

21.0%

19.0%
18.0%
17.0%

16.0%

2020/21A 2021/22A 2022/23A 2023/24A 2024/25A 2025/26BF 2026/27F 2027/28F 2028/29F 2029/30F

—e—0Operating Expenses / Revenue from Premiums - Normalized

*2024/25 normalized for Nova impairment.
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Corporate Expenses
by Nature Over 10 Years

Corporate Operating Expenses Normalized

100%
2024/25 is normalized

for Nova impairment
80% of $60.8M.

70%

90%

Top 4 expense
60% p p

categories represent
50%
82.4% of expenses on

40%
average over 10 year-

V) .
30% period.
20%

10%
0%
2020/21A 2021/22A 2022/23A 2023/24A 2024/25A 2025/26BF 2026/27F 2027/28F 2028/29F 2029/30F

B Compensation B DataProcessing B Special Services B Merchant Fees & Bank Charges B Other Expenses
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Corporate Expenses by Nature

Merchant Fees_

3%

2024/25 Actuals
Depreciation

o ' Total Expenses: $396.4 million
(5457.2 million normalized for NOVA impairment)

Amortization & __

Building Expenses
2%

Special Services /

5% Compensation
56%
Data )
Processing _/

20% Merch‘ar_\t Fees,____“ 2025/26 Budget ForecaSt
> ) ' Total Expenses: $392.9 million

Amortization & ___
Depreciation B

3%

Building Expenses
2%

/

/

. . /
Special Services _/

s
4% \ Compensation

Data 55% 2026/27 Forecast
Processing../ Total Expenses: $424.7 million

29% Merchant Fees,__“ Other
3% ™~ 10%

Amortization & ___
Depreciation
4%

Building Expense
2%

/ \

Special Services J"‘ \
4% \L Compensation
54%
Data
Processing _/
23%
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Actual vs Forecast

MPI Exhibit #41

Normal Operations and Initiatives

Normal Operations Expenses vs Forecast

$500,000

$400,000

$300,000 —C
$200,000

$100,000

0
$ 2020/21A 2021/22A 2022/23A 2023/24A 2024/25A 2025/26BF 2026/27F

B Actuals | $285,181 $301,394 $319,895 $324,717 $362,880 0 0
—&-—Forecast $298,375 $311,798 $327,611 $353,222 $347,454 $341,893 $368,375

Millions

Initiative Expenses (Normalized) vs Forecast

$80,000
-

2027/28F
0
$374,790

2028/29F
0
$383,846

2029/30F
0
$393,739

*2024/25

normalized for

$60,000 T

Nova impairment.

$40,000
= B
2020/21A 2021/22A 2022/23A 2023/24A 2024/25A 2025/26BF 2026/27F

I Actuals $8,744 $25,944 $38,463 $34,318 $33,576 0 0
=@==Forecast $7,691 $29,632 $51,093 $63,520 $47,856 $51,031 $56,363

2027/28F
0
$50,129

Combined Normal Ops + Initiative Expenses (Normalized) vs Forecast

$500,000

2028/29F
0
$45,873

2029/30F
0
$51,015

——0

$400,000 ~ —
$300,000
$200,000
$100,000
$0

2020/21A 2021/22A 2022/23A 2023/24A 2024/25A | 2025/26BF 2026/27F

mmm Actuals | $293,925 $327,338 $358,358 $359,035 $396,456 0 0
—8=—Forecast, $306,066 $341,430 $378,704 $416,742 $395,310 $392,924 $424,738

2027/28F
0
$424,919

2028/29F
0
$429,719

2029/30F
0
$444,754
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Initiative Expenses

Initiatives
8%
2024/25 Actuals
Total Expenses: $396.4 million ($362.9M Normal Ops
and $33.5M Initiatives)
Of;g;;jn (5457.2 million normalized for NOVA impairment)

Expenses
92%

Improvement

Initiatives 2025/26 Budget Forecast
1% Total Expenses: $392.9 million ($341.9M
normal ops and $51M initiatives)

Normal
Operation
___—Expenses
— 87%
2026/27 Forecast
| X Total Expenses: $424.7 million
mitiatives ($368.4M normal ops and $56.3M

% initiatives)

Normal
Operation
___ Expenses
87%
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$60,000,000

$50,000,000

$40,000,000

$30,000,000

$20,000,000

$10,000,000

$-

2025/26

Initiative Expenses
2025 GRA vs 2026 GRA

2026/27 2027/28

m 2025 GRA m 2026 GRA

2028/29

2029/30
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Compensation - Full-Time Equivalents (FTE)

2020/21 (B) 2021/22 (B) 2022/23 (B) 2023/24 (B) 2024/25 (B) 2025/26 (B) 2026/27 (FB)
FTE Budget 1,954 2,017 2,049 2,151 2,123 2,089 2,089

FTE by Division (Normal Operations with Initiatives)
As At Last Pay Period

2,000.0 | | | | | .
- | ! | — —

Act Mar Budget ActMar22 Budget ActMar23 Budget ActMar24 Budget ActMar25 Budget
20/21 21/22 22/23 23/24

M Executive M Legal & Comp B Actuarial, Investments & Risk M People & Culture
B Customer & Product B Finance M Digital & Transformation M Info & Tech

W Operations B Claims M Initiatives
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Vacancy Provision - Mechanics

» Vacancy provision = a financial estimate based on salary dollars (ie. payroll records), not actual
headcount (nor HR system FTE data). The FTE count is implied by dividing the total provision
by the average salary per full-time equivalent (FTE). The $6M provision when divided by
average salary of $89k, implies approximately 60 FTEs.

The provision = flat reduction to total compensation expense— not tied to specific vacant
positions or real-time staffing levels. It reflects anticipated provision against a full salary
budget from natural workforce fluctuations (e.g., hiring delays, leaves, resignations) and is
used for budgeting purposes, not operational headcount planning.

MPI's original vacancy provision of $6M is considered appropriate because it reflects historical
averages once normalized for anomalies like labour interruption. This amount corresponds to
approximately 60 FTEs, which aligns with MPI’s typical vacancy levels due to natural workforce
fluctuations. Prior to adjusting for surge capacity (40 FTEs), the $6M provision reasonably
captured expected vacancy across MPI.

2022/23A 2023/24A *  2024/25A  Average
(C$000s, except where noted)
Actual Vacancy * (6,219) (6,820) (4,813) (5,953)
*actual vacancy is the diflerence between budgeted salary and actual salaries paid out for the year

**(6,826) is normalized amount due to Labour Interrupfion; acutal amountis (16,801)
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Vacancy Provision - Surge Capacity Adjustment

* The reduction to the vacancy provision is to allow for “surge capacity” = the reality that
employees are often hired in advance of vacancy to ensure sufficient training and
onboarding as many operational roles require a ramp-up period during which new hires
must undergo training and supervised onboarding.

MPI reduced its vacancy provision from $6M (implied 60 FTEs) to $3.5 million, reflecting the
reality of over-budget surge. The reduction in provision (ie. increase in compensation
expense as less vacancy allowance), aligns to current trending compensation dollars for
fiscal 2025/26.

This adjustment aligns with current workforce planning and assumes an average salary of
$89,000 per FTE. By netting out 40 FTE as “surge capacity” or “operational variability”, MPI
estimates only 20 FTEs truly vacant, and uses the midpoint (40 FTEs) to conservatively
account for operational variability.

» The provision will be reviewed annually for reasonableness.
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Data Processing

$140,000
$120,000

$100,000 Initiative Impairment & Write-Off
Computer Costs

$80,000 Microfilm/Microfiche

IBM Security Operations Centre
Software

$60,000 .
Computer Maintenance
Cloud Service Environments
$40,000 IBM Data Centre

External Labour

$20,000 Licence Charges
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License and Software Support (within
Data Processing)

$60,000,000
$50,000,000
$40,000,000
$30,000,000
$20,000,000
$10,000,000

$-
2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30
B Lche Fees-Sbscrptn-P&C-Claims m Licence Fees H Licence Fees-Bl Claims
M Licence Fees-Claims Ops H Licence Fees-Other M Licence Fees-Subscription-Dgtl

H Licence Fees-Subscriptions-DVA M Licence Fees-Subscriptions-P&C
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Budget Framework - Top-down, Bottom-up, Zero-
Based Budgeting Approach

Provide budget baselines

Provide financial details to
aid in decision making and
forecasting

Review financial & FTE
details

Determine needs and
rationale for budget request

Explain budget needs to
Director

The budget undergoes review and approval by MPI's

Board of Directors, the Minister’s Office, and

ultimately the Treasury Board. PUB also issues

directives that may materially impact the Basic LOB

budget and rate-setting outcomes.

Manitoba Public Insurance

Review financial & FTE
details

Determine needs and
rationale for budget request

Accept or reject budget and
work with management for
further refinement based on
needs and top-down guidance

Present budget needs to
Executive and refine based on
top-down feedback

Resubmit final budget
based on EC feedback (if

any)

Provides top-down
guidance/expectations for
bottom-up budget exercise

VPs review financial & FTE
details for divisional budget
with directorate

Divisional budgets presented
by VP/direcorate to CEQ/CFO
and Director Financial Planning
& Analysis

Final budget approval
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Budget Improvements- New This Year

Annual Cycle Aligned to New Process:

* This year's application implemented the budgeting framework throughout an annual budget cycle leading into the
submission, reinforcing alignment and accountability.

Multi-Year Strategic Plan Introduced

¢ Annual business planning is now anchored to a multi-year strategic plan, ensuring long-term continuity and strategic
alignment.

Rolling Monthly Meetings

* Divisional monthly meetings with finance and the business have been introduced to monitor progress, build financial
acumen, reinforce accountability, increase and enable timely adjustments.

Tighter Financial Controls
e Additional oversight mechanisms have been implemented to enhance governance and ensure resource discipline.

Strategy-Business Planning Integration Timeline

« A visual timeline (next slide) illustrates how strategic planning is integrated with the business planning cycle, reinforcir.
22 connection between long-term goals and annual execution.
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Integrating Strategy into Budget

Year 3: 27/28 Initiative Planning
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Budget Key Performance Indicators

Budget framework KPls are budget-derived input calculations
e Targets for KPIs are calculated annually based on the Board approved budget inputs.

Forecast ratios are not long-term goals

e Ratios like combined, loss, and expense are derived forecasted outcomes from financial
statement line items, not fixed targets, and are recalibrated each year with MPI’s 5-year
forecast.

External factors limit predictability
e Claims volatility, inflation, and regulatory changes make long-term KPI targeting unreliable
and potentially misleading as they will be recalibrated annually to the current budget.

Performance monitoring (monthly, quarterly, annually)

e Variances from budgeted ratios are analyzed to understand underlying causes, supporting
transparency and informed decision-making—emphasizing diagnostic value over rigid
budget adherence in a dynamic insurance environment. The focus remains on monitoring
trends, improving performance where possible, and adapting as conditions evolve. .
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- Integrated Cost Allocation Methodology (ICAM)

Normal Operations

» Consistent and have been applied in accordance with the approved ICAM.

Initiatives

» Following the closure of Project Nova, MPI transitioned from story-point-based allocators to ICAM-
aligned logic for new initiatives, reflecting changes in project structure and scale.

 Allocators such as Weighted Customer Call Centre Contact Ratio (WCCCCR) and Claims Incurred

are now used for initiative expenses. These are dynamic and recalculated annually, consistent with
the ICAM.

» MPI will review allocators at the start of each initiative to ensure they remain transparent,

defensible, and fit for purpose, maintaining alignment with ICAM and the scale and scope of each
project.

Manitoba Public Insurance Page 26 of 31




October 20, 2025 MPI Exhibit #41

e
s

Regulatory Deferred Asset
(RDA)

MANITOBA
PUBLIC INSURANCE

Manitoba Public Insurance Page 27 of 31




October 20, 2025 MPI Exhibit #41

RDA - Current State

The RDA is a theoretical constructs only tracked for reporting to PUB and is not compliance with
MPI’s financial statements under IFRS.

PUB Orders 4/23 and 2/25 require MPI to exclude initiative expenses from rate setting, leading to
the creation and growth of the RDA.

The rate deficiency caused by excluding initiative expenses has been subsidized by capital transfers
from the Extension line of business and RSR, rather than being recovered through Basic insurance
premiums in line with the break-even mandate.

The RDA is forecasted to grow from $102M in 2026/27 to $201.3M by 2029/30—creating a material
disconnect between actual costs and rate recovery and financial reporting.

MPI has received unrefuted opinions confirming its exemption from IFRS 14 and expects to be
excluded from the upcoming IFRS standard on Rate Regulated Activities due to its adoption of IFRS

17.
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B  Future Treatment of Initiative Expenses and
Discharge of the RDA

* MPI proposes that the entire RDA balance be declared of no value and discharged in the 2026 GRA,
resulting in a nil opening balance for 2027 and ending the practice of deferral.

» Ongoing deferral of initiative expenses may lead to a need for a capital build provision, especially if
Extension capital transfers become unavailable.

» PUB has asked MPI to address intergenerational equity. To address this request, MPI has proposed
including prior year actual initiative expenses (inflation-adjusted) in future rate setting, with no
further use of RDAs. Expenses would be assessed for recovery based on benefit to ratepayers and
regulatory principles.
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- Declaration of No Value RDA versus Asset
Impairment

Why the request for “no value” discharge has nothing to do with impairment:

 RDA includes all initiative-related expenditures to date, which encompasses expenditures not
eligible for capitalization (but necessary in development of asset), amortization of capital assets
and impairment of assets that have not yet been amortized.

This means that even impaired assets, if they were part of deferred initiatives, are included in the
RDA balance for rate-setting purposes. The RDA is a notional construct reported to PUB by order
and does not appear on MPI’s financial statements.

Discharging the RDA is a regulatory decision, not an accounting one. It reflects MPI’s position that
the deferred initiative expenses should no longer be considered for future recovery through rates.

Impairment is an accounting judgment about the recoverable value of capital assets and is already
reflected in MPI’s financials. Impairment (accounting concept) has no bearing on whether the RDA
should be maintained or discharged. .
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End of Presentation
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