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Undertaking #03 

MPI to provide analysis of the costs of the Outsourced Chief Investment Officer model 

relative to maintaining the status quo. 

RESPONSE: 

Please see Appendix 1 - Redacted Investment Function Business case. MPI is seeking 

confidential treatment for portions of this document based on the following sections of 

the PUB Rules of Practice and Procedure: 

A. Undue Financial Loss or Gain – s. 39(3)(a)(i) - Disclosure of the information 

could reasonably be expected to result in undue financial loss or gain to a 

person directly or indirectly affected by the proceeding; 

B. Prejudice to Competitive Position – s. 39(3)(a)(ii) - Disclosure of the 

information could reasonably be expected to prejudice or harm the competitive 

position of a person directly or indirectly affected by the proceeding; and, 

C. Interference in Negotiations – s. 39(3)(iv) - Disclosure of the information 

would result in an interference in negotiations carried out by a party to the 

hearing. 

Appendix 1 includes comprehensive internal and external budgeting details, as well as 

information pertaining to active negotiations with a vendor. Disclosure of this 

document is likely to disrupt those negotiations and could affect MPI’s management of 

internal resources. 
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Recommendation 
1. That Manitoba Public Insurance outsource its investment function using a non-discretionary outsourced Chief 

Investment Officer (OCIO) model where the management of investments is performed by an external and an 
internal team. 

 
2. That  

 be approved as and that Management be authorized to negotiate and finalize a contract 
with them to provide investment management services in accordance with the non-discretionary OCIO model. 

 
3. That the proposed updates to the Investment Committee Terms of Reference and Investment Policy Statement, 

required to give effect to the new non-discretionary OCIO investment function, be approved. 
 

Executive Summary 
Manitoba Public Insurance (MPI) has evaluated outsourcing of its investment function and is proposing to move to 
a non-discretionary outsourced chief investment officer (OCIO) model where there is a both an external and internal 
investment team. There are two OCIO models: discretionary and non-discretionary. In the discretionary model the 
OCIO has the authority to make investment decisions on behalf of the client. In the non-discretionary model the 
OCIO makes recommendations for the client’s consideration. The decision was made for a non-discretionary OCIO 
model as it would provide the strategic and industry knowledge from an external partner along with the consistency 
and legacy knowledge of the internal team. In addition, having a strategic partner also provides MPI with additional 
independent oversight. MPI would retain governance control of all investment decisions. The partial outsourcing of 
the investment function creates tangible value for both MPI as an organization and for the public we serve. These 
benefits can be measured over time to ensure that the model delivers not only operational efficiencies, but also 
meaningful outcomes aligned with our mandate as a public insurer. 
 

 
he proposal is to outsource the following functions: 

 
Strategic Investment Management – The selected vendor would work with MPI to review and define 
investment beliefs, objectives, and risk appetite.  
  
The selected vendor would work with MPI to review and define its investment mix through efficient 
frontier/ALM studies, in alignment with each line of business objectives. The vendor would work with MPI to 
understand impacts to liabilities, interest rate risk, and regulatory capital, as determined by the Minimum 
Capital Test.  
  
Investment Manager Performance Monitoring- The selected vendor would be responsible for manager 
selection, performance monitoring, and reporting.  
  
Governance – The selected vendor would prepare and present to the Investment Committee in person on a 
quarterly basis. This would include presentations on interpreting performance, commenting on industry 
trends and providing market outlooks. In addition, the vendor would provide any continuing education 
required for management and the Board.   
  
Regulatory Work – The selected vendor would be responsible for preparing the investment chapter, 
responding to Information Requests and presenting at the annual PUB hearing which includes narratives on 
historical returns, capital market assumptions and projected investment income.   
  
Financial Forecasting - The selected vendor would provide detailed capital market assumptions on an 
annual basis for input into the financial forecasting model.  

39(3)(a)(ii)
and (iv)

39(3)(a)(i)
and (ii)
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Reporting and Analytics – The selected vendor would be responsible for performance monitoring and 
reporting for each portfolio.   
 
This business case provides a comprehensive analysis of moving to a non-discretionary OCIO investment function 
and includes the following sections: 
 

1. Rationale For a Proposed Non-discretionary OCIO Investment Function 
a. Corporate Benefits 
b. Strategic Alignment 
c. Jurisdictional Comparison 
d. Risks and Mitigations 
e. Cost Comparison 

2. Implications of a Non-discretionary OCIO Model: 
a. Regulatory Requirements 
b. Roles and Responsibilities 
c. Governance Structure 
d. Internal Staffing Impact 
e. Success Criteria and KPIs 
f. Transition Timeline 

3. External Partner Selection 
a. RFP Process and Results 
b.  

4. Appendix A – Inherent Risk Assessment 
5. Appendix B – Detailed Split of Roles and Responsibilities (Internal/External) 
6. Appendix C – Updated Investment Committee Terms of Reference 
7. Appendix D – Updated Investment Policy Statement 

 

  

39(3)(a)(ii)
and (iv)
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1. Rationale for a Proposed Non-discretionary OCIO Investment 
Function: 

 

a. Corporate Benefits: 
 

Value to MPI 
• Access to Specialized Expertise: Engaging an external investment partner provides MPI with immediate 

access to a larger, multidisciplinary investment team with deep experience across asset classes and 
market conditions. This level of depth is increasingly difficult to build and maintain internally, 
particularly given MPI’s inability to offer variable pay or competitive private-sector incentives. This 
allows MPI to benefit from best-in-class portfolio design, risk modelling, and active oversight without 
having to build and maintain this capacity internally. 
 

• Stronger Risk Management: Outsourced providers often bring institutional-grade governance, real-
time monitoring systems, and independent risk functions. These capabilities reduce the likelihood of 
performance drift or compliance lapses and support more disciplined decision-making. The outsourced 
model also allows for more consistent and disciplined investment oversight, helping ensure MPI’s 
portfolio remains resilient through changing market cycles. 

 
• Scalability and Focus: The external investment team can be scaled up or down as needed for larger 

projects such as asset liability studies. This allows MPI to retain a smaller internal team that can focus 
on executing tasks. With an outsourced partner, MPI can access investment capabilities that match the 
scale and complexity of its portfolio without the resource demands of trying to replicate this internally. 

 
• Consistency & Legacy Knowledge: Government, Board members and PUB would benefit from the 

consistent and legacy knowledge of maintaining an internal team that understands the history of the 
investment function and coordinates daily with other teams such as finance and actuarial. The internal 
team allows for consistency if the external vendor is changed for any reason. 

 
Value to Manitobans 
• Improved Use of Public Funds: Although the outsourcing model may not materially reduce MPI’s 

operating costs outright, it is expected to improve the return potential on invested capital. More 
effective portfolio management, enabled by broader access to expert insight, tactical agility, and 
market tools, is expected to help MPI generate more income from its reserves. This enhances the value 
of every premium dollar collected and reinforces MPI’s role as a responsible financial steward for the 
province. 
 

• Rate Stability: By strengthening our ability to forecast and achieve target investment returns, MPI is 
better positioned to shield ratepayers from large swings in rate increases due to volatile financial 
markets. This helps shield Manitobans from financial strain during periods of economic uncertainty and 
aligns with MPI’s long-term commitment to Basic insurance affordability. 

 
• Increased Transparency and Accountability: A well-structured outsourcing arrangement includes 

clearly defined performance expectations, rigorous reporting requirements, clear service level 
standards, and regular public-facing disclosures. This improves visibility into how public money is 
invested and gives Manitobans greater confidence in MPI’s governance. 
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b. Strategic Alignment 
 

A non-discretionary OCIO outsourcing pf MPI’s investment management function offers a range of strategic 
benefits that directly align with our corporate priorities as recently set out in the multi-year corporate 
strategic plan, particularly in the areas of financial stability, affordability, and organizational effectiveness. 

 
• Strengthened Financial Stability 

By transitioning to a non-discretionary OCIO model, MPI gains access to a deeper bench of investment 
expertise, advanced analytics, and broader asset class capabilities than is possible with a lean internal 
team. This enables more sophisticated portfolio construction and risk management and supports 
more consistent financial outcomes. A vendor with institutional-level infrastructure is also better 
positioned to navigate rapidly evolving capital markets and economic uncertainty. Over time, this 
positions MPI to maintain a healthy Rate Stabilization Reserve and meet long-term obligations with 
greater confidence. 

 
• Improved Affordability  

Investment Income plays a critical role in offsetting the need for premium increases. A high-
performing, cost-effective investment strategy helps MPI generate stronger returns on reserves, 
which directly contributes to keeping Basic insurance rates more affordable. Potential performance 
enhancements help mitigate rate pressures, aligning with MPI’s commitment to protecting 
affordability for Manitoba drivers. 

 
• Enhanced Organizational Effectiveness 

A non-discretionary OCIO allows MPI to simplify its internal structure by reallocating responsibility for 
portfolio management to a specialized partner. This reduces internal complexity, frees up executive 
bandwidth, and eliminates the need to recruit and retain scarce, highly specialized investment 
professionals. It also supports a more scalable and flexible operating model, one that enables MPI to 
focus its internal capacity on strategic oversight, governance, and customer-facing priorities. The 
retained oversight roles ensure that internal accountability is preserved, while the vendor brings 
operational excellence and real-time market insights that would be difficult to sustain in-house. 
 

• Overall alignment with Industry Best Practice and Crown Sector Trends 
This model is consistent with the approach taken by other Crown insurers, SGI and ICBC. However, 
many organizations retain portfolio management functions in-house.  By conducting a comprehensive 
industry scan of best practices and weighing risks and benefits of both models through the 
outsourcing exploration process, MPI stands to enhance its portfolio management practices 
regardless of the decision to outsource or maintain the current operating structure. 

 
In short, the outsourcing model supports MPI’s multi-year strategic plan by reinforcing financial strength, 
preserving affordability for Manitobans, and modernizing internal operations for long-term effectiveness. 

 

c. Jurisdictional Comparison: 
 

To support MPI’s decision, a scan of peer organizations was completed. The scan compares the investment 
function models used by other public insurers or relevant organizations. For example, SGI, ICBC and the 
WCB operate under non-discretionary OCIO models with differing regulatory contexts. Other Manitoba 
Crown corporations delegate management of their pension plans to CSSB whereas MPI retains management 
of the employer portion. Many Manitoba pension plans, such as HEB, City of Winnipeg and TRAF, use 
internal staff to implement their investment strategies, including the selection, monitoring and oversight of 
external asset managers. These comparisons will provide important insights into best practices, structural 
differences, and lessons learned from organizations operating in similar public accountability environments. 
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• SGI -Saskatchewan Government Insurance:  SGI has an internal investment team of one, the Director 

of Investments, who works with an outsourced investment partner. The partner provides forecasting 
assumptions, prepares and presents at the Board Investment Committee meetings, calculates and 
monitors investment performance, conducts an annual review of the investment mix, and monitors 
performance of investment managers. As needed, they provide recommendations for termination and 
appointment of investment managers. The advisor works with the Investment Committee to review the 
investment risk appetite and investment policy as needed. SGI’s investment policy sets asset mixes and 
guidelines. The investment managers execute investment decisions within SGI’s policy, and 
performance is reported to SGI’s executive and Board.  This structure aligns with SGI’s status as a Crown 
corporation whose investment fund is ultimately overseen by the provincial Crown Investments 
Corporation (CIC). It also reflects Saskatchewan’s regulatory approach (no public rate hearings) which 
allows a simpler governance model for investments. SGI holds all their investment assets in one 
portfolio compared to MPI’s assets being in five different portfolios. 

 
• ICBC – Insurance Corporation of British Columbia:  ICBC operates with a non-discretionary OCIO model. 

ICBC’s sizable insurance investment portfolio (over $6 billion) is largely managed by British Columbia 
Investment Management Corporation (BCI) and other external asset managers. BCI is a provincial crown 
asset manager that handles investments for many B.C. public-sector funds. Rather than employing its 
own portfolio managers for each asset class, ICBC invests in pooled funds and limited partnerships run 
by external professionals. ICBC retains ownership in these funds and earns returns proportionate to its 
share. This structure means ICBC’s internal investment team is relatively small, with a team of 5, that 
focuses on oversight, asset-liability management (ALM), and coordination with BCI, rather than picking 
stocks or bonds directly. ICBC’s Board and management maintain governance through an Investment 
Committee and a Statement of Investment Policies and Procedures (SIPP). ICBC management, BCI, and 
the ICBC Board collectively monitor the ICBC Investment Fund to ensure it stays within the Board’s risk 
appetite and the SIPP’s guidelines. BCI conducts ALM studies for ICBC with ICBC’s guidance, helping set 
the strategic asset mix. Regular meetings occur between ICBC’s finance leadership and BCI staff to 
review strategy, performance, and economic scenarios. Essentially, ICBC acts as an informed client: it 
defines investment objectives and constraints, while BCI (and other managers) execute the strategy 
and provide expert analysis.  

 
Unlike SGI, ICBC is subject to external rate regulation by the BC Utilities Commission (BCUC). ICBC must 
file Revenue Requirements Applications (RRA) to justify rates, which include projections of investment 
income. In regulatory proceedings, ICBC’s investment approach and assumptions come under scrutiny. 
The outsourced model influences this process: ICBC relies on BCI’s long-term capital market forecasts 
for rate-setting assumptions and on BCI’s risk analyses to answer the regulator’s questions. In practice, 
ICBC’s CFO or investment committee chair presents evidence at BCUC hearings, often leveraging 
reports prepared by BCI. This indicates that even with outsourcing, ICBC must maintain sufficient 
internal expertise to interpret and defend its investment strategy in front of regulators. The key 
takeaway is that ICBC achieves cost-effective, expert investment management via outsourcing, while 
meeting regulatory demands through close collaboration with its external managers and robust internal 
oversight. 
 
WCB - Workers Compensation Board: WCB has an internal investment team of one, the Chief 
Investment Officer, who works with an outsourced investment partner (Eckler). WCB has an investment 
portfolio of approximately $2.0 billion which is invested in a multi-asset class, multi-manager structure. 
The investment managers execute investment decisions within WCB’s policy, and performance is 
reported to WCB’s executive and Board by Eckler. The WCB of Manitoba is a mutual workplace injury 
and disability insurance agency funded by employer premiums and is governed by a Board of Directors 
representative of employers, workers and the public interest. The WCB is not regulated, which allows 
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a simpler governance model for investments. WCB holds all their investment assets in one portfolio 
compared to MPI’s assets being in five different portfolios.   
 

Beyond insurance, other Manitoba public-sector institutions generally do not employ large in-house 
investment teams; most rely on external asset managers under board supervision: 

 
• University of Manitoba (U of M): The U of M manages over $1 billion in endowment and trust assets 

via external investment managers. The University’s Board of Governors has a Trust Investment 
Committee that sets policy and hires outside managers for each asset class. As of 2024, the endowment 
(University Investment Trust) engaged professional firms for Canadian equities, global equities, fixed 
income, real estate, infrastructure, etc. The Committee and internal Treasury staff (within the Finance 
Department) oversee performance and compliance, but security selection is outsourced, as it is at MPI. 
This structure is largely driven by the Prudent Investor Rule and fiduciary duty: the university ensures 
expertise by hiring established fund managers while focusing internally on governance. The University’s 
Treasurer and Director of Investments provide oversight of the investment strategy, but no large 
internal fund management team exists. Notably, the Committee is responsible for manager selection, 
establishing mandates, and reviewing performance – roles analogous to what MPI’s Board and 
Investment Committee would do in an outsourced scenario. Regulatory requirements here are minimal 
beyond standard trust law; the key governance is that the U of M must follow its Board-approved 
Investment Policy and report investment results in financial statements. 

 
• Manitoba Hydro: Manitoba Hydro handles very large financial flows, but its main assets are physical 

infrastructure. Investment activity is mainly managing short-term cash and dedicated funds (e.g. sinking 
funds or pension assets). Hydro’s operational cash is managed by its Treasury department, and any 
long-term funds (such as the Manitoba Hydro Pension Fund) are externally managed. In fact, Manitoba 
Hydro’s pension assets are overseen by trustees and invested through professional fund managers at 
the Civil Service Superannuation Board (CSSB). Manitoba Hydro’s annual report notes exposure to 
investment risks through pension and other funds, but the corporation does not employ an internal 
investment division. Instead, internal staff handle treasury operations while CSSB manages the pension 
assets. Regulatory oversight of Hydro (by the PUB for rates) generally focuses on electricity operations; 
investment of pension or sinking funds is not directly scrutinized in rate cases, aside from ensuring 
actuarial soundness. As with other Crown Corporations, MB Hydro relies upon the CSSB to invest its 
pension funds, retaining only governance roles internally. 

 
• Manitoba Liquor & Lotteries (MBLL): MBLL does not maintain an investment portfolio requiring a 

dedicated team. By mandate, 100% of net income is returned to the Province of Manitoba to fund 
public programs. This means MBLL holds only working capital; any surplus is regularly swept to the 
provincial treasury. Its Treasury or Finance staff manage cash in short-term deposits until remitted to 
the government, following guidelines from the Ministry of Finance. There is no endowment or 
insurance reserves backing assets that need to be invested. Accordingly, MBLL’s “investment policy” is 
simply to maximize safety and liquidity of the short-term funds, often by using the province’s pooled 
cash management program. No internal or external fund managers are employed specifically for MBLL 
funds. The key governance is compliance with the Crown Corporations Governance and Accountability 
Act – which requires MBLL to prudently handle public money but does not stipulate an investment 
structure. The absence of a dedicated investment team at MBLL highlights that when core operations 
don’t require significant investing, outsourcing or simple insourcing via government services is the 
norm. 
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d. Risk Analysis and Mitigation Plan 
 

An updated inherent risk assessment was completed by the executive and primary sponsor with input from 
other internal subject matter experts.  The overall inherent risk (i.e. the risk before any controls are in place) 
of the proposed outsourcing arrangement was assessed as high based on the ERM Policy risk rating matrix 
located in Appendix A of the ERM Policy.  This inherent risk indicates the level of risk MPI is exposed to if 
there are either no controls in place to mitigate the risk or the controls in place are operating ineffectively.  
The inherent risk assessment is included in Appendix A.  

 
The planned key controls expected to reduce the assessed critical inherent risk to a medium residual risk 
level are listed here.  
• A contractual clause for Transition Services included in the agreement. 
• Agreement to include RACI chart and vendor responsibilities that include activities that must be 

approved by MPI and details of MPI oversight. 
• Vendor responsibilities detailed in the agreement. 
• Agreement to include a Service Level Agreement that details reporting timelines and responsibilities. 
• Governance and oversight process to be included in the agreement. 
• Vendor selection included inviting stable and strong organizations that have previous experience in 

providing services to the public sector and insurance customers. 
• Monitoring and oversight of the selected vendor by internal team members and Investment 

Committee members with KPIs in place. 
 

MPI will negotiate a services agreement  based on the Invitational Request for Proposal (IRFP) 
which addresses all commercially reasonable expectations of the parties and meets MPI’s standards. In 
accordance with the IRFP the initial term will be 5 years with a possible 5 year renewal. In addition, the 
agreement will address mitigating the risks identified in the Business Case, these include: 
• a structuring of services and responsibilities as set out in the IRFP 
• conditions related to the transition of services from inhouse at MPI to being managed by  

  
• a RACI chart for the Services transitional and continuing 
• negotiating appropriate level standards  
• a governance and oversight processes that aligns with MPI's Investment Policy Manual included in the 

IRFP. 
 

MPI will need to negotiate KPI’s  based on commercially reasonable industry standards. The 
performance of  will be monitored by both the Investment Committee of the Board of Directors and 
leadership of the Actuarial, Investment and Underwriting Division. The performance will be evaluated 
based on the Investment Policy Manual, the negotiated Service Level Standards and KPIs agreed to by the 
parties to the Agreement. 
 
MPI will enter the negotiations  based on the scope of work that was set out in Appendix B.3 of 
the IRFP, and will propose the ability to terminate the contract with 30 days written notice. MPI will work 
to negotiate the following proposed service level agreement standards  requiring them to: 
 
1. Provide quarterly Investment Committee reporting package at least 10 business days prior to each 

meeting, including:  
a. Performance analysis of MPI investment portfolios, asset classes, managers against benchmarks 

set out in the Investment Policy Statement 
b. Percentile rankings of MPI investment portfolios relative to established peer universes  
c. Factor analysis, style analysis and attribution analysis and any other relevant metrics of MPI 

investment portfolios 

39(3)(a)(ii)
and (iv)
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how equity market volatility is mitigated, or the impact of interest rate changes on bond values and 
many other highly technical, theoretical and academic type questions. This often requires technical 
analysis and clear communication of complex financial topics in layman terms. The volume of 
investment-related questions received is significant (i.e. hundreds of questions when all sub-parts are 
included). 

 
• Testimony at PUB Hearings: MPI’s Director, Investment & ALM appears as an expert witness at the PUB 

public hearings to testify under oath. In the past, external consultants have also testified when a 
significant initiative had been completed such as a recent ALM study. They are subject to cross-
examination by interveners and PUB members. For instance, at the 2023 hearings, MPI’s Director, 
Investments & ALM, Chief Actuary and external fund managers from Addenda Capital jointly testified 
on the record. 

 
• PUB Directives Compliance: The PUB often issues directives related to investments like conducting 

stress tests on investment income or reporting on any changes to asset mix. MPI’s team ensures 
compliance with these directives by preparing and submitting the required documents or analysis in 
future applications. 

 
Comparison of Regulatory Context: MPI vs SGI vs ICBC  
MPI operates in the most stringent regulatory environment of the three, with the PUB requiring detailed 
annual rate applications (GRAs) that include projections and justifications for investment income. MPI’s 
internal investment team is heavily involved in preparing these submissions, responding to dozens of 
information requests, and testifying under oath during public hearings. Their role is highly visible and directly 
tied to rate-setting outcomes. 

 
In contrast, SGI’s proposed rate changes are not reviewed through a public hearing process but are reviewed 
by the Saskatchewan Rate Review Panel and finalized by Cabinet. This means SGI’s investment team is subject 
to less regulatory scrutiny and does not participate in public testimony or detailed external filings. ICBC falls 
somewhere in between; its investment activities are overseen by the BC Utilities Commission (BCUC), which 
does require revenue requirement filings and expects transparency and prudence. However, ICBC relies on 
BCI (a public asset manager) for execution and expertise, with internal staff providing oversight and acting as 
the regulatory interface.  

 
Implications for Outsourcing: 
If MPI transitions to a non-discretionary OCIO model for its investment function, it must ensure these 
responsibilities continue to be fulfilled effectively. Key points include: 
 
• Maintaining Expertise for PUB Filings: MPI cannot outsource the accountability for investment 

decisions to a vendor in the eyes of the PUB. The PUB will still expect MPI to justify its investment 
strategy and returns and understand the historical investment decisions. Therefore, MPI needs to retain 
or designate qualified individuals who can prepare and present this information. A non-discretionary 
OCIO model allows MPI to have both strategic/industry expertise and internal/accountable expertise 
on the stand.  
 

• Consistency with Regulatory Constraints: Any outsourcing arrangement must adhere to MPI’s Board-
approved Investment Policy Statement. If a vendor recommends shifting the asset mix or adding new 
asset classes, MPI would take this to the PUB for their feedback to obtain the PUB’s buy-in during a 
GRA. This means the vendor’s flexibility is somewhat constrained by the regulatory framework, and 
they must work within those limits or help MPI make a case to adjust them. 
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