
 
  



 
 

 
 

 



  3rd QUARTER NOVEMBER 30, 2011  
 
 
 

 

 1 

Management Discussion and Analysis 
 
Management’s discussion and analysis provides a review of the financial results and future outlook of 
Manitoba Public Insurance.  It should be read in conjunction with the unaudited condensed interim financial 
statements and supporting notes for the third quarter ended November 30, 2011 included herein and the 
annual audited financial statements and supporting notes included in the Corporation’s 2010 Annual Report 
and the Corporation’s 2011 First Quarterly Financial Report. Certain information in this report may consist of 
forward-looking statements.  These statements are based on various techniques and assumptions including 
predictions about future events which may not occur. Actual results could deviate significantly from the 
forward-looking statements. 
 
The unaudited condensed interim statements for the nine months ended November 30, 2011 are prepared 
based on International Financial Reporting Standards (IFRS). Comparative results for the prior year have been 
restated based on IFRS. IFRS 1, First-time Adoption of International Financial Reporting Standards, has been 
applied and is described in Note 9 of the financial statements included herein. 
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Goal 1 
Universally available mandatory protection against 
the cost of automobile accidents. Rates, on 
average, will be lower than those charged by 
private insurance companies for comparable 
coverage and service. 
Why? One reason for our creation was to deliver 
the best insurance value to Manitobans. This is the 
essence of our continuing success. 
 
 
 

 

Goal 2 
The Basic plan will return at least 85 per cent of 
premium revenue to Manitobans in the form of 
claims benefits. 
Why? Over the long-term, returns within this 
range strike the right balance. We pay back to 
Manitobans substantially more of their premiums 
than would private insurers, while keeping a sound 
financial footing. 

 

  



  3rd QUARTER NOVEMBER 30, 2011  
 
 
 

 

 3 

Goal 3 
Manitoba Public Insurance will be a leader in 
automobile insurance and vehicle and driver 
licensing, providing Manitobans with superior 
products, coverage and service. 

Why? By measuring key performance indicators, we 
can track the public’s view of our performance. 

 

Goal 4 
Manitoba Public Insurance will provide service that 
is responsive, fair, courteous and convenient. 
Manitoba Public Insurance will meet customer 
service standards that are based on customer 
expectations. 

Why? We value our customers and put their 
interests first. Also, Manitobans expect more from 
us than from private insurers, because Manitoba 
Public Insurance is their company. We believe their 
higher expectations are justified. 
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Goal 5 
Retained Earnings and Rate Stabilization Reserve will be 
maintained within established target levels. 
Why? Our long-term objective is to break even 
financially and to be financially self sufficient. 
Maintaining the RSR within its target range helps us 
control rates when claim costs rise substantially. 
Manitobans deserve stable, affordable premiums over 
the long term.  

 

 

Goal 6 
Manitoba Public Insurance will offer an environment 
and career opportunities that will encourage employees 
to strive for excellence. Our people will be treated with 
respect and fairness and their contributions will be 
recognized. 

Why? We value our employees. 

 

Goal 7 
Manitoba Public Insurance will lead driver and vehicle 
safety initiatives that reduce risk and protect 
Manitobans, their streets and their neighbourhoods. 
Manitobans will recognize the Corporation is living its 
mission. 

Why? Pursuing traffic safety and loss-prevention 
programs reflects our long standing commitment to the 
well-being of Manitobans and to affordable auto 
insurance. Manitobans have told us they support these 
efforts.  
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Results of Operations 
 
Manitoba Public Insurance reported net income after surplus distribution of $36.9 million for the nine months 
ended November 30, 2011 compared to net income of $89.4 million for the same period last year.  This 
includes net income after surplus distribution of $11.3 million (2010 – net income of $72.5 million) from the 
Basic insurance line of business.  Net income after surplus distribution decreased from the previous year by 
$52.5 million due to: 
 
i) a decline in underwriting results of $64.1 million due mainly to increased claims costs; 
ii) the surplus distribution of $14.1 million recorded this year based on Public Utilities Board Orders 122/10 

and 43/11 (refer to Note 10 of the financial statements included herein for more information); partially 
offset by 

iii) a $22.5 million rise in investment income as realized and unrealized gains on bonds increased; and 
iv) the sale of property at 1075 Portage Avenue in Winnipeg and 630 Sophia Street in Selkirk resulted in gains 

of $3.2 million. 
 

Current Year and Last Year 
 
Total earned revenues for the nine months increased from the previous year by $16.9 million. This increase is 
attributed to motor vehicle earned revenues which increased by $17.9 million or 2.8 per cent due mainly to 
increases in the number and value of vehicles insured.   
 
Claims costs for the nine months ended November 30, 2011 increased by $86.9 million comprised of: 
 

 Bodily injury claims incurred rose by $57.1 million. Yield rates on the Corporation’s bond portfolio 
declined from 3.95 per cent last year to 3.57 per cent this year resulting in a $60.1 million increase in 
the provision for unpaid claims as more invested funds are required to satisfy long-term claim 
liabilities. This increase was largely offset by increased capital gains on bonds of $56.0 million which is 
reported in Investment Income (refer to Note 6 of the financial statements included herein). 

 

 Physical Damage claims incurred rose by $20.2 million. The number of collision claims increased from 
94,000 last year to 101,000 this year, attributable to more severe weather this spring compared to 
last spring. In addition, hail claims costs rose by $4.7 million due to an increase in the number of 
hailstorms this year compared to last year. 
 

 As expected, claims expenses rose by $12.5 million.  The amortization of the new bodily injury system 
has now been in place for more than a year. The increase was also partially the result of a new 
expense allocation methodology described in detail in the Management Discussion and Analysis 
section of the 2010 Annual Report. The new expense allocation methodology has been used in 
reporting results this year. It fairly allocates expenses among lines of business. An important 
improvement over the old method assures that certain corporate expenses and service departments 
previously charged entirely to operating expenses have now been appropriately allocated partially to 
claims expense. This has the effect of increasing claims expense with some offsetting reductions in 
operating expenses. 
 

 Because the number of vehicles coming into Manitoba and requiring immobilizers has now begun to 
decrease, loss prevention/road safety costs are $2.9 million lower than the previous year. 
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On December 8, 2010, the Public Utilities Board released its ruling on the Corporation’s rate application for 
the 2011/12 fiscal year. Effective March 1, 2011, overall average Basic insurance rates decreased by 4.0 per 
cent from the previous year. The ruling means that Manitoba Public Insurance has held the line or reduced 
auto insurance rates 12 of the last 13 years, without lowering service or reducing coverage. 
 

Retained Earnings 
 
Retained earnings of $387.1 million (2010 - $468.7 million) are comprised of $216.9 million for Basic 
insurance (2010 - $315.9 million) and $170.2 million for non-Basic lines (2010 - $152.8 million). The Basic 
insurance retained earnings are allocated to the Rate Stabilization Reserve - $152.4 million and the 
Information Technology (IT) Optimization Fund - $64.5 million. The non-Basic lines retained earnings are 
allocated to retained earnings - $136.0 million and the Extension Development Fund (EDF) - $34.2 million.  
 
The Corporation’s Board of Directors authorized the appropriation of $75.0 million from retained earnings of 
the Corporation to fund costs for IT optimization projects. These projects will refurbish the Corporation’s IT 
infrastructure to lower the risk of service interruption and to enable future service improvements to the 
benefit of ratepayers. The appropriations are $65.0 million from Basic retained earnings to the new IT 
Optimization Fund for Basic-related project costs and $10.0 million from Extension retained earnings to the 
Extension Development Fund to fund non-Basic IT optimization project costs. The project costs will be 
allocated between Basic and the non-Basic lines of business based on the approved cost allocation formula. 
Activity for the nine months ended November 30, 2011 has reduced the IT Optimization Fund by $0.5 million 
to $64.5 million.  
 
In its Order 162/11 the Public Utilities Board has determined that for rate-setting purposes Basic IT 
optimization project costs will not be funded from the IT Optimization Fund but rather from annual 
operations. This directive will have no effect on the Statement of Operations and the aggregate Retained 
Earnings of the Corporation or the Basic line of business.  
 
The Corporation established on March 1, 2007, the Extension Development Fund (EDF), by appropriating 
retained earnings from the non-Basic lines in excess of the most recent year’s targets that were established 
using the Dynamic Capital Adequacy Test. The EDF was established to defray the costs of projects undertaken 
to maximize the opportunities presented by the 2004 merger of Manitoba Public Insurance and the Division 
of Driver and Vehicle Licensing. As stated above, there was an additional appropriation of $10.0 million in 
2010/2011 from Extension retained earnings to the EDF to fund non-Basic IT optimization project costs. The 
project costs will be allocated between Basic and non-Basic lines of business based on the approved cost 
allocation formula. Activity for the nine months ended November 30, 2011 has reduced the EDF by $9.0 
million to $34.2 million. 

 
Outlook 
 
The Corporation remains committed to achieving its seven corporate goals.  Actual results will be monitored, 
and corrective actions taken when necessary, to ensure that expected outcomes are realized. 
 
On December 2, 2011, the Public Utilities Board released its ruling on the Corporation’s rate application for 
the 2012/13 fiscal year.  Effective March 1, 2012, overall average Basic insurance rates will decrease by 8.0 
per cent from the previous year. The ruling means that Manitoba Public Insurance has held the line or 
reduced auto insurance rates 13 of the last 14 years, without lowering service or reducing coverage. 
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Current projections indicate the Corporation is expected to realize net income from annual operations of 
approximately $31.3 million during the current fiscal year.  This has increased from the projected net income 
of $12.3 million that was expected at the beginning of the fiscal year. Net income after surplus distribution is 
projected to be $17.2 million. However, within the current projected Corporate net income, there is an 
anticipated net loss after surplus distribution of $6.8 million pertaining to the Basic line of business.  These 
projections assume average historical claims patterns for the balance of the year. 
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Condensed Interim Financial Statements 
 

Condensed Interim Statement of Financial Position 
 

(Unaudited – in thousands of Canadian dollars) Notes  November 30, 2011 February 28, 2011 
(1)

 

Assets 
 

    

Cash and investments 5  1,520,132  1,776,096 

Equity investments 5  466,806  526,972 

Investment property 5  165,739  123,521 

Due from other insurance companies 
 

 1,962  11,971 

Accounts receivable 
 

 306,938  292,035 

Prepaid expenses 
 

 165  949 

Deferred policy acquisition costs 
 

 47,123  46,950 

Reinsurers' share of unearned premiums 
 

 2,648  9,760 

Reinsurers' share of unpaid claims 
 

 45,111  42,407 

Property and equipment 
 

 121,703  123,137 

Deferred development costs    36,727  38,232 

       2,715,054  2,992,030 

Liabilities 
 

    

Due to other insurance companies 
 

 3,751  13,386 

Accounts payable and accrued liabilities 
 

 41,232  361,579 

Capital lease obligation 
 

 4,549  4,586 

Unearned premiums 
 

 465,673  460,587 

Provision for employee current benefits 
 

 19,518  19,174 

Provision for employee future benefits 
 

 270,312  257,812 

Provision for unpaid claims 4  1,512,678  1,441,145 

       2,317,713  2,558,269 

Retained Earnings 
 

    

Basic Insurance Retained Earnings 
 

    

 
Rate Stabilization Reserve 

 
 152,347  140,525 

 
Retained Earnings 

 
 -  - 

  Information Technology Optimization Fund    64,523  65,000 

       216,870  205,525 

Non-Basic Retained Earnings 
 

    

 
Retained Earnings 

 
 136,026  101,457 

  Extension Development Fund    34,226  43,227 

       170,252  144,684 

   
    

       387,122  350,209 

Accumulated Other Comprehensive Income    10,219  83,552 

       2,715,054  2,992,030 

 
 
The accompanying notes are an integral part of these financial statements.

                                                           
 (1)

 Refer to Note 9 for effects of adopting IFRS 
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Condensed Interim Statement of Operations 
 

  
Three months ended Nine months ended 

(Unaudited - in thousands of Canadian dollars) Notes  
November 30, 

2011 
November 30, 

2010 
(1)

 
November 30, 

2011 
November 30, 

2010 
(1)

 
  

    

Premiums written 
 

238,384     230,928     732,729     716,108 

  
    

   Premiums earned 
 

    233,753     229,622     703,931     693,590 
   Service fees & other revenue 

 
6,237 5,385 17,942 16,006 

   The Drivers and Vehicles Act operations 
recovery 

 
5,808 5,250 20,350 15,745 

Total Earned Revenues 
 

245,798 240,257 742,223 725,341 
  

    

Claims Costs 
 

    
   Claims Incurred 

 
193,772 153,789 556,205 478,887 

   Claims Expense 
 

31,090 27,781 90,302 77,771 
   Loss prevention/Road safety 

 
3,745 4,369 10,705 13,600 

Total Claims Costs 
 

228,607 185,939 657,212 570,258 
  

    

Expenses 
 

    
   Commissions 

 
17,503 18,967 54,120 57,066 

   Operating 
 

25,036 27,724 77,477 80,035 
   Premium taxes 

 
7,124 6,997 20,935 21,130 

   Regulatory/Appeal 
 

816 936 2,259 2,581 

Total Expenses 
 

50,479 54,624 154,791 160,812 
  

    

Underwriting loss 
 

(33,288) (306) (69,780) (5,729) 
  

    

Investment income 6 35,822 20,410 117,611 95,090 
  

    

Gain on disposal of property 
 

- - 3,214 - 
  

    

Net income from annual operations 
 

2,534 20,104 51,045 89,361 
  

    

Surplus distribution 10 134 - (14,132) - 
  

    

Net income after surplus distribution 
 

   2,668     20,104     36,913      89,361 

 

Condensed Interim Statement of Comprehensive Income (Loss) 
 

  
Three months ended Nine months ended 

(Unaudited - in thousands of Canadian dollars) 
 

November 30, 
2011 

November 30, 
2010 

(1)
 

November 30, 
2011 

November 30, 
2010 

(1)
 

  
    

Net income after surplus distribution 
 

     2,668      20,104     36,913      89,361 

Other Comprehensive Income (Loss) 
 

    
Unrealized gains (losses) on Available for Sale assets (7,257) 30,252 (69,168) 33,490 
Reclassification of net realized (gains) losses related to 
Available for Sale assets (109) (8,938) (4,165) (12,076) 

Other Comprehensive Income (Loss) for the period (7,366) 21,314 (73,333) 21,414 
  

    

Total Comprehensive Income (Loss) 
 

   (4,698)      41,418    (36,420)     110,775 

 
 

The accompanying notes are an integral part of these financial statements.
) Refer to 

                                                           
(1)

 Refer to Note 9 for effects of adopting IFRS 
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Condensed Interim Statement of Changes in Equity 
 

(Unaudited - in thousands of Canadian dollars) Basic  Non-Basic  Corporate  

  Notes 

Rate 
Stabilization 

Reserve 
(RSR)  

Retained 
Earnings 

(B-RE)  

IT 
Optimization 

Fund 
(ITOF) 

Retained 
Earnings 
(NB-RE) 

Extension 
Development 

Fund 
(EDF) 

Retained 
Earnings 

Accumulated 
Other 

Comprehensive 
Income Equity 

Balance as at February 28, 2010 (CGAAP) 
 

 154,000   70,709  
 
              85,389      48,279     358,377   39,724   398,101    

First-time adoption of IFRS 9                          18,639    2,355 
 

     20,994   (24,161)     (3,167) 

Balance as at March 1, 2010 (IFRS)       154,000      89,348    87,744    48,279     379,371        15,563     394,934  

    
 

  
   

Net income after surplus distribution for 
the period 

 
                        72,525    16,836                          89,361                         89,361  

Other comprehensive income (loss) for 
the period 

 
                                        

 
 

 
                                    21,414  

        
21,414  

Transfer between NB-RE & EDF 
 

                                         8,089      (8,089)                                               

Balance as at November 30, 2010    154,000   161,873              -  112,669     40,190   468,732   36,977  505,709  

          

Balance as at February 28, 2011 (CGAAP)   127,880                
 

 65,000   99,969   43,227  336,076  100,852  436,928 

First-time adoption of IFRS 9 12,645                                       1,488                    14,133 (17,300) (3,167) 

Balance as at March 1, 2011 (IFRS)  140,525  65,000 101,457 43,227 350,209 83,552 433,761 

          
Net income after surplus distribution for 
the period   11,345  25,568  36,913  36,913 
Other comprehensive income (loss) for 
the period    

 
    (73,333) (73,333) 

Transfer between RSR & B-RE  11,822 (11,822)       

Transfer between B-RE & ITOF   477 (477)      

Transfer between NB-RE & EDF     9,001 (9,001)    

Balance as at November 30, 2011   152,347 -          64,523  136,026     34,226 387,122  10,219  397,341 

 
 
 
The accompanying notes are an integral part of these financial statements. 
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Condensed Interim Statement of Cash Flows 
 

    
Nine months ended 

(Unaudited - in thousands of Canadian dollars) 
Notes 

November 30, 
2011 

November 30, 
2010 

(1)
 

Cash Flows from (to) Operating Activities: 
     Net income after surplus distribution 
  

           36,913  
 

    89,361 

Non-cash items: 
     

 
Depreciation of property and equipment 

  
             5,095  

 
        5,501  

 
Amortization of deferred development costs 

  
             6,367  

 
  2,413          

 
Amortization of bond discount and premium 

  
             3,817  

 
       3,647  

 
(Gain) loss on sale of investments 

  
         (23,325) 

 
     (24,729) 

 

Unrealized (gain) loss on Fair Value Through Profit or 
Loss bonds 

  
         (36,842) 

 

       
(13,551)  

  Unrealized (gain) loss on investment property                (7,848)   (770) 

                 (15,823)     61,872  

       Net change in non-cash balances: 
     

 
Due from other insurance companies 

  
            10,009  

 
       (8,706)  

 
Accounts receivable and prepaid expenses 

  
          (14,119) 

 
     (140) 

 
Deferred policy acquisition costs 

  
             (173) 

 
     (606) 

 

Reinsurers' share of unearned premiums and unpaid 
claims 

  
          4,408 

 
       25,116  

 
Due to other insurance companies 

  
             (9,635) 

 
     (13,714) 

 
Accounts payable and accrued liabilities 

  
       (320,347) 

 
     (15,697) 

 
Unearned premiums 

  
          5,086  

 
       (3,875)  

 
Provision for employee current benefits 

  
              344  

 
          209  

 
Provision for employee future benefits 

  
            12,500  

 
       10,995  

  Provision for unpaid claims              71,533      39,202 

               (240,394)      32,784 

               (256,217)      94,656   

       Cash Flows from (to) Investing Activities: 
     Purchase of investments 
  

       (799,308) 
 

 (1,067,868) 

Proceeds from sale of investments 
  

        1,072,531  
 

  938,990  
Acquisition of property and equipment net of proceeds 
from disposals 

  
              (3,661) 

 
    7,381  

Capital lease obligation 
  

                (37) 
 

      4,597  

Deferred development costs incurred                (4,862)        (9,200) 

                264,663          (126,100) 

       Increase (decrease) in Cash and Short-Term Investments 
  

            8,446  
 

  (31,444)  

       Cash and short-term investments beginning of year               65,556        92,889  

       Cash and Short-Term Investments end of period 5 
 

          74,002  
 

    61,445  

 
 
The accompanying notes are an integral part of these financial statements.

                                                           
(1)

 No significant presentation differences have been made to the Statement of Cash Flows upon transition to IFRS.   
Refer to Note 9 for effects of adopting IFRS 
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Notes to Financial Statements 
 
1) Status of the Corporation 
 
The Manitoba Public Insurance Corporation (the “Corporation”) was incorporated as a Crown Corporation 
under The Automobile Insurance Act in 1970. In 1974, The Automobile Insurance Act was revised and became 
The Manitoba Public Insurance Corporation Act (Chapter A180 of the continuing consolidation of the Statutes 
of Manitoba). In 1988, the Act was re-enacted in both official languages as Chapter P215 of the Statutes of 
Manitoba. 
 
Under the provisions of its Act and regulations, the Corporation operates an automobile insurance division 
and a discontinued general insurance division. The lines of business for the automobile insurance division 
provide for basic universal compulsory automobile insurance, extension and special risk coverages. For 
financial accounting purposes, the lines of business for the automobile insurance division and the 
discontinued general insurance division are regarded as separate operations and their revenues and expenses 
are allocated on a basis described in the summary of significant accounting policies (Note 3). For financial 
reporting purposes, due to the immateriality of the financial results of the discontinued general insurance 
operations, the operations are reported as part of the Special Risk Extension line of business. The basic 
universal compulsory automobile insurance line of business rates are approved by the Public Utilities Board of 
Manitoba. 
 
Under The Drivers and Vehicles Act, the Corporation is responsible for operations pertaining to driver safety, 
vehicle registration and driver licensing, including all related financial, administrative and data processing 
services. 
 
 

2) Basis of Reporting 
 
Statement of Compliance 

The unaudited condensed interim financial statements have been prepared in accordance with IAS 34 Interim 
Financial Reporting. Comparative results for the prior year have been restated based on IFRS. IFRS 1 First-time 
Adoption of International Financial Reporting Standards has been applied and is described in Note 9 of the 
financial statements.  
 
These unaudited condensed interim financial statements do not include all of the note disclosures to be 
included in the annual financial statements. Therefore, the statements should be read in conjunction with the 
Corporation’s 2010 Annual Report and the Corporation’s 2011 First Quarterly Financial Report. Full note 
disclosures will be included in the Corporation’s 2011 Annual Report.  
 
An explanation of how the transition to IFRS has affected the reported financial position, financial 
performance and cash flows of the Corporation is provided in Note 9. This note includes reconciliations of 
equity and total comprehensive income for comparative periods reported under previous Canadian GAAP to 
those reported for those periods under IFRS. For a reconciliation of equity at the date of transition, March 1, 
2010, refer to Note 9 of the Corporation’s 2011 First Quarterly Financial Report.  
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Basis of Presentation 

The Corporation presents its Condensed Interim Statement of Financial Position broadly in order of liquidity. 
 
These interim statements are presented in thousands of Canadian dollars except as otherwise specified. 
 
Seasonality 

The automobile insurance business, that reflects the primary business of the Corporation, is seasonal in 
nature. While net premiums earned are generally stable from quarter to quarter, net underwriting income is 
typically highest in the first and second quarters of each year and lowest in the fourth quarter of each year. 
This is driven mainly by weather conditions which may vary significantly between quarters. 
 
Basis of Measurement 

The corporation prepares its condensed interim financial statements as a going concern, using the historical 
cost basis, except for financial instruments. Measurement of the financial instruments is detailed in Note 5. 
 
Estimates and Judgments 

The preparation of financial statements requires management to make estimates and judgments that affect 
the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at the date of the 
condensed interim financial statements and the reported amounts of revenues and expenses during the 
reporting period. Actual results could differ from these estimates. 
 
 

3) Summary of Significant Accounting Policies 
 
The summary of accounting policies followed by the Corporation that have a significant effect on the 
condensed interim financial statements can be found in the Corporation’s 2011 First Quarterly Financial 
Report.  
 
 

4) Provision for Unpaid Claims 
 
The provision for unpaid claims, including adjustment expenses, represents an estimate for the full amount of 
all costs and the projected final settlement of claims incurred. 
 
The provision for unpaid claims, including adjustment expenses, is subject to variability. This variability is 
related to future events that arise from the date the loss was reported to the ultimate settlement of the 
claims. Accordingly, short-tail claims such as physical damage claims tend to be more reasonably predictable 
than long-tail claims such as Personal Injury Protection Plan (PIPP) and public liability claims. Factors such as 
the receipt of additional claims information during the claims settlement process, changes in severity and 
frequencies of claims from historical trends, and effects of inflationary trends contribute to this variability. 
 
The determination of the provision for unpaid claims, including adjustment expenses, relies on judgment, 
analysis of historical claim trends, investment rates of return and expectation on the future development of 
claims. The process of establishing this provision necessarily involves risks which could cause the actual results 
to deviate, perhaps substantially, from the best determinable estimate. 
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5) Cash and Investments 
 
Cash consists of cash net of cheques issued in excess of amounts on deposit. There is $26,000 held in trust on 
behalf of other insurance companies included in cash and short-term investments (2010 - $14,000). 
 
Short-term investments have a total principal amount of $71,084,000 (2010 - $64,201,000) comprised of 
provincial short-term deposits with effective interest rates of 0.86 per cent (2010 – 0.81 per cent), with 
interest receivable at varying dates. 
 
The Corporation has an unsecured operating line of credit with its principal banker in the amount of $5.0 
million. There were no drawdowns against this line of credit at November 30, 2011.  
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Cash and Investments 
 

(Unaudited - in thousands of Canadian dollars) 
 Financial Instruments     

As at November 30, 2011 

Classified as 
Available for 

Sale 

Classified as 
Held to 

Maturity 

Classified as 
Fair Value 

Through Profit 
or Loss 

Non-Financial 
Instruments 

Total  
Carrying  

Value 

Cash and short- 
term investments  74,002        74,002 

Bonds           
  Federal      27,497    27,497 
  Manitoba:           
    Provincial      350,009    350,009 
    Municipal    19,432  37,588    57,020 
    Hospitals      12,621    12,621 
    Schools    496,050      496,050 
  Other provinces:           
    Provincial      401,532    401,532 
    Municipal      33,857    33,857 
    Corporations      49,646    49,646 

    515,482  912,750    1,428,232 

Other investments  6,898        6,898 
Infrastructure      11,000    11,000 

  6,898    11,000    17,898 

Cash and investments  80,900  515,482  923,750    1,520,132 

Equity investments  466,806        466,806 

Investment property      128,631  37,108  165,739 

  547,706  515,482  1,052,381  37,108  2,152,677 

           
As at November 30, 2010           

Cash and short- 
term investments  61,445        61,445 

Bonds           
  Federal      348,191    348,191 
  Manitoba:           
    Provincial      334,746    334,746 
    Municipal    22,739  65,889    88,628 
    Hospitals      12,650    12,650 
    Schools    446,676      446,676 
  Other provinces:           
    Provincial      434,804    434,804 
    Municipal      36,582    36,582 
    Corporations      33,610    33,610 

    469,415  1,266,472    1,735,887 

Other investments  6,973        6,973 
Infrastructure           

  6,973        6,973 

Cash and investments  68,418  469,415  1,266,472       1,804,305 

Equity investments  472,555            472,555 

Investment property      45,416  37,926  83,342 

  540,973  469,415  1,311,888  37,926    2,360,202 
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6) Investment Income 
 

For the nine months ended November 30 
 (Unaudited - in thousands of Canadian dollars)                        2011                                     

 
                    2010 

Interest from bonds  42,171  48,821 
Gain (loss) on sale of Fair Value Through Profit or Loss bonds  19,160  12,652 
Unrealized gain (loss) on Fair Value Through Profit or Loss bonds  36,842  13,550 
Unrealized gain (loss) on investment property  7,848  770 
Dividends from equities  9,304  7,321 
Gain (loss) on sale of equities  4,165  12,423 
Gain (loss) on foreign exchange  (1)  112 
Income from investment property  1,002  1,953 
Income from infrastructure  421  - 
Investment management fees  (3,301)  (2,512) 

  117,611  95,090 

 

 
7) Employee Future Benefits 
 
Employee future benefits included in expenses are as follows: 
 

For the nine months ended November 30 
 (Unaudited - in thousands of Canadian dollars)                        2011                                     

 
                    2010 

Pension benefits  7,914  6,841 
Other post-employment benefits  1,514  1,438 

   9,428  8,279 

 
 

8) Depreciation and Amortization 
 
Depreciation and amortization included in expenses are as follows: 
 

For the nine months ended November 30 
 (Unaudited - in thousands of Canadian dollars)                        2011                                     

 
                    2010 

Amortization – Deferred Development  6,367  2,413 
Depreciation – Property and Equipment  5,095  5,501 
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9) First-time Adoption of International Financial Reporting Standards 
 
Canadian publicly accountable enterprises, including Manitoba Public Insurance, are required to prepare their 
financial statements, including interim financial statements, in accordance with International Financial 
Reporting Standards (IFRS) for periods beginning on or after January 1, 2011. The unaudited condensed 
interim financial statements included herein for the three months and nine months ended November 30, 2011 
have been prepared based on IFRS. Comparative results for the three months and nine months ended 
November 30, 2010, previously reported based on Canadian Generally Accepted Accounting Principles 
(GAAP), have been restated based on IFRS which required the preparation of an opening IFRS Condensed 
Interim Statement of Financial Position on the Corporation’s Transition Date to IFRS, March 1, 2010 (refer to 
Note 9 of the Corporation’s 2011 First Quarterly Financial Report). 
 
No significant presentation differences have been made to the Condensed Interim Statement of Cash Flows 
upon transition to IFRS. 
 
In preparing the condensed interim financial statements in accordance with IFRS 1, First-time Adoption of 
IFRS, retrospective application of IFRS to create or revise estimates is prohibited. Adjustments made to restate 
items previously prepared in accordance with Canadian GAAP to IFRS are presented in the Reconciliations 
from Canadian GAAP to IFRS tables below. 
 
IFRS 1, First-time Adoption of IFRS – Exemption 

IFRS 1 allows for a number of electable exemptions upon first-time adoption to IFRS. The exemptions that the 
Corporation has elected can be found in the Corporation’s 2011 First Quarterly Financial Report.  
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Reconciliations from Canadian GAAP to IFRS 
 

Statement of Financial Position  
as at November 30, 2010  

      

 
Canadian IFRS  

 (Unaudited - in thousands of Canadian dollars) Notes GAAP Adjustments IFRS 

Assets 
 

 
 

 
 

 

 Cash and investments 
 

 1,804,305  
 

 1,804,305 
Equity investments 

 
  472,555  

 
  472,555 

Investment property D.  60,464  22,878  83,342 
Due from other insurance companies 

 
 19,362  

 
 19,362 

Accounts receivable 
 

 290,649  
 

 290,649 
Prepaid expenses 

 
  184  

 
  184 

Deferred policy acquisition costs 
 

  43,749  
 

  43,749 
Reinsurers' share of unearned premiums 

 
 1,219  

 
 1,219 

Reinsurers' share of unpaid claims 
 

  45,007  
 

  45,007 
Property and equipment D.  145,142  (22,878)  122,264 
Deferred development costs    41,405      41,405  

   
 

 
 

 
 

        2,924,041   -  2,924,041 

Liabilities 
 

 
 

 
 

 

 Due to other insurance companies 
 

 9,673  
 

 9,673 
Accounts payable and accrued liabilities 

 
  33,780  

 
  33,780 

Capital lease obligation 
 

 4,597  
 

 4,597 
Unearned premiums 

 
  445,679  

 
  445,679 

Provision for employee current benefits A.  15,876  3,167  19,043 
Provision for employee future benefits 

 
 237,830  

 
 237,830 

Provision for unpaid claims    1,667,730     1,667,730 

   
 

 
 

 
 

        2,415,165  3,167  2,418,332 

Retained Earnings 
 

 
 

 
 

 

 Basic Insurance Retained Earnings 
 

 
 

 
 

 
 

 
Rate Stabilization Reserve 

 
 154,000  

 
 154,000 

 
Retained Earnings A. & B.  145,009  16,864  161,873 

  Information Technology Optimization Fund    -     - 

       299,009  16,864  315,873 

Non-Basic Retained Earnings 
 

 
 

 
 

 
 

 
Retained Earnings A. & B.  110,570  2,099    112,669 

  Extension Development Fund     40,190      40,190 

       150,760  2,099  152,859 

   
 

 
 

 
 

        449,769  18,963  468,732 

Accumulated Other Comprehensive Income B.  59,107  (22,130)  36,977 

   
 

 
 

 
 

        2,924,041   -  2,924,041 
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Statement of Operations 
 

      
Three months ended November 30, 2010 Canadian IFRS  

 (Unaudited - in thousands of Canadian dollars) Notes GAAP Adjustments IFRS 

  
 

 
 

 
 

 Premiums written    230,928  -  230,928 

  
 

 
 

 
 

    Premiums earned 
 

  229,622   
 

 229,622  
   Service fees & other revenue C. & D.       4,145              1,240       5,385 
   The Drivers and Vehicles Act operations  
   recovery 

 

 
     5,250 

 

 

 
     5,250 

Total Earned Revenues      239,017             1,240     240,257 

  
 

 
 

 
 

 Claims Costs 
 

 
 

 
 

 
    Claims Incurred 

 
  153,789  

 
  153,789 

   Claims Expense 
 

     27,781  
 

     27,781 
   Loss prevention/Road safety 

 
       4,369  

 
       4,369 

Total Claims Costs      185,939  
 

   185,939 

  
 

 
 

 
 

 Expenses 
 

 
 

 
 

 
    Commissions 

 
     18,967  

 
     18,967 

   Operating C. & D.      25,986              1,738      27,724 
   Premium taxes 

 
       6,997  

 
       6,997 

   Regulatory/Appeal 
 

          936  
 

          936 

Total Expenses        52,886              1,738      54,624 

  
 

 
 

 
 

 Underwriting income (loss) 
 

  192               (498)   (306) 
Investment income B. & D.   23,865            (3,455)  20,410 
Gain (loss) on disposal of property    -  

 
 - 

  
 

 
 

 
 

 Net income (loss) from annual operations 
 

 24,057            (3,953)  20,104 
Surplus distribution    -  

 
 - 

  
 

 
 

 
 

 Net income (loss) after surplus distribution    24,057  (3,953)  20,104 

  
 

 
 

 
 

 Statement of Comprehensive Income   

 

 

 

 

 Three months ended November 30, 2010 
 

 Canadian  IFRS  

 (Unaudited - in thousands of Canadian dollars)  

 
 GAAP  Adjustments  IFRS 

  
 

 
 

 
 

 Net income (loss) after surplus distribution    24,057  (3,953)  20,104 

  
 

 
 

 
 

 Other Comprehensive Income  
 

 
 

 
 

 
 Unrealized gains (losses) on available for sale assets  27,781  2,471  30,252 

Reclassification of net realized (gains) losses related to 
available for sale assets 

 
(10,420) 

 
1,482 

 
(8,938) 

Other Comprehensive Income for the period   17,361  3,953  21,314 

  
 

 
 

 
 

 Total Comprehensive Income 
 

 41,418  -  41,418 
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Statement of Operations 
 

      
Nine months ended November 30, 2010 Canadian IFRS  

 (Unaudited - in thousands of Canadian dollars) Notes GAAP Adjustments IFRS 

  
 

 
 

 
 

 Premiums written    716,108  -  716,108 

  
 

 
 

 
 

    Premiums earned 
 

  693,590   
 

 693,590 
   Service fees & other revenue C. & D.      12,228              3,778      16,006 
   The Drivers and Vehicles Act operations  
   recovery 

 

      
15,745 

 

 

 
     15,745 

Total Earned Revenues      721,563             3,778     725,341 

  
 

 
 

 
 

 Claims Costs 
 

 
 

 
 

 
    Claims Incurred 

 
  478,887  

 
  478,887 

   Claims Expense 
 

     77,771  
 

     77,771 
   Loss prevention/Road safety 

 
     13,600  

 
       13,600 

Total Claims Costs      570,258  
 

   570,258 

  
 

 
 

 
 

 Expenses 
 

 
 

 
 

 
    Commissions 

 
     57,066  

 
     57,066 

   Operating C. & D.      74,794              5,241      80,035 
   Premium taxes 

 
     21,130  

 
     21,130 

   Regulatory/Appeal 
 

       2,581  
 

       2,581 

Total Expenses      155,571              5,241    160,812 

  
 

 
 

 
 

 Underwriting income (loss) 
 

  (4,266)            (1,463)   (5,729) 
Investment income B. & D.   95,662            (572)   95,090 
Gain (loss) on disposal of property    -  

 
 - 

  
 

 
 

 
 

 Net income (loss) from annual operations 
 

 91,396            (2,035)  89,361 
Surplus distribution    -  

 
 - 

  
 

 
 

 
 

 Net income (loss) after surplus distribution    91,396   (2,035)  89,361 

  
 

 
 

 
 

 Statement of Comprehensive Income   

 

 

 

 

 Nine months ended November 30, 2010 
 

 Canadian  IFRS  

 (Unaudited - in thousands of Canadian dollars)  

 
 GAAP  Adjustments  IFRS 

  
 

 
 

 
 

 Net income (loss) after surplus distribution    91,396   (2,035)  89,361 

  
 

 
 

 
 

 Other Comprehensive Income  
 

 
 

 
 

 
 Unrealized gains (losses) on available for sale assets  37,451  (3,961)  33,490 

Reclassification of net realized (gains) losses related to 
available for sale assets 

 
(18,072) 

 
5,996 

 
(12,076) 

Other Comprehensive Income for the period   19,379  2,035  21,414 

  
 

 
 

 
 

 Total Comprehensive Income 
 

 110,775  -  110,775 
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Retained Earnings 

  
  

 
 

 
 

 

(Unaudited - in thousands of Canadian 
dollars) 

 
Basic Non-Basic Corporate 

 
Notes 

Rate 
Stabilization 

Reserve 
Retained 
Earnings 

IT 
Optimization 

Fund 

Total  
Retained 
Earnings 

Retained 
Earnings 

Extension 
Development 

Fund 

Total 
Retained 
Earnings 

Total 
Retained 
Earnings 

Balance at November 30, 2010 
(Canadian GAAP)    154,000    145,009                    299,009   110,570   40,190    150,760   449,769  

Accounts payable & accrued liabilities 
        

 

- provision for sick leave benefits A. 
 

     (2,378) 
 

      (2,378)          (789) 
 

         (789) (3,167) 

Investments - reclassification from 
        

 

available for sale to fair value  
        

 

through profit or loss B. 
 

    19,242  
 

      19,242          2,888  
 

         2,888  22,130 

Total adjustments 
 

                      16,864                           16,864          2,099                            2,099  18,963 

Balance at November 30, 2010 (IFRS) 
 

 154,000    161,873              -     315,873   112,669    40,190    152,859   468,732  

 
 
 
 
 
 
 
 
 

 

Notes Bonds Equity Investments 
Other 

Investments 

Total 
Accumulated 

Other 
Comprehensive 

Income 

Accumulated Other Comprehensive Income 
 (Unaudited - in thousands of Canadian dollars) 

      Balance at November 30, 2010 (Canadian GAAP) 
 

     22,130           36,227          750          59,107  
   Investments - reclassification from 

           available for sale to fair value  
           through profit or loss B.     (22,130)                                                   (22,130) 

Balance at November 30, 2010 (IFRS)                  -             36,227          750          36,977  
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A. Upon transition to IFRS, a provision for sick leave benefits has been established for $3,167,000. Under 
IFRS, a provision is required for plans that allow for sick leave entitlements to be carried forward to future 
years. The provision was calculated based on the average number of employees who receive sick leave 
benefits in a given year in excess of the plan’s entitlement. The plan’s current entitlement is one and one-
half days of sick leave per month (subject to a doctor’s certification in certain instances) for each full time 
employee. Employees do not receive any payout upon leaving the Corporation for any unused sick leave 
entitlements accrued. The provision has not materially changed since the March 1, 2010 transition date to 
IFRS and no subsequent changes to the provision have been recorded. Under Canadian GAAP, there was 
no equivalent requirement to establish such a provision.  

 
B. Upon transition to IFRS, the Corporation has elected to change bonds previously classified as Available for 

Sale (AFS) to Fair Value Through Profit or Loss (FVTPL) as permitted by IFRS 1, First-Time Adoption of 
International Financial Reporting Standards. Under Canadian GAAP, the fair value of AFS bonds was 
reported in Other Comprehensive Income on the Condensed Interim Statement of Comprehensive Income 
and in Accumulated Other Comprehensive Income (AOCI) on the Balance Sheet. As a result of the election 
exercised under IFRS 1, the fair value of FVTPL bonds of $24,161,000 was transferred from AOCI to 
Retained Earnings on March 1, 2010. 

 
During the three months ended November 30, 2010, the fair value of FVTPL bonds decreased by 
$3,953,000 and is now reported as Investment Income on the Condensed Interim Statement of 
Operations under IFRS. Previously under Canadian GAAP, the bonds were classified as AFS and the 
decrease in fair value was reported in Other Comprehensive Income on the Condensed Interim Statement 
of Comprehensive Income. 
 
During the nine months ended November 30, 2010, the fair value of FVTPL bonds decreased by 
$2,035,000 and is now reported as Investment Income on the Condensed Interim Statement of 
Operations under IFRS. Previously under Canadian GAAP, the bonds were classified as AFS and the 
decrease in fair value was reported in Other Comprehensive Income on the Condensed Interim Statement 
of Comprehensive Income. 
 

C. As permitted under Canadian GAAP, debit and credit card fees were previously charged against Service 
Fees & Other Revenue. Under IFRS, debit and credit card fees are charged to Operating Expenses. 
 
During the three months  ended November 30, 2010, Service Fees & Other Revenue and Operating 
Expenses both increased by $1,887,000 as a result of this change. This change has no effect on Net Income 
(Loss) from Annual Operations. 
 
During the nine months ended November 30, 2010, Service Fees & Other Revenue and Operating 
Expenses increased by $5,688,000 as a result of this change. This change has no effect on Net Income 
(Loss) from Annual Operations. 
 

D. Under Canadian GAAP, the entire CityPlace building was classified as Property and Equipment on the 
Balance Sheet. Under IFRS, the portion of the CityPlace building that is not used by the Corporation (40 
per cent) is classified as Investment Property on the Condensed Interim Statement of Financial Position. 
This change resulted in two adjustments on the Condensed Interim Statement of Operations, neither of 
which has an effect on Net Income (Loss) from Annual Operations. 
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i. Under Canadian GAAP, rental income received from the CityPlace building was reported as Service 
Fees & Other Revenue. Under IFRS, rental income from the CityPlace building is reported as 
Investment Income.  
 
During the three months ended November 30, 2010, Service Fees & Other Revenue decreased 
and Investment Income increased by $647,000 as a result of this change. 

 
During the nine months ended November 30, 2010, Service Fees & Other Revenue decreased and 
Investment Income increased by $1,910,000 as a result of this change. 
 

ii. Under Canadian GAAP, the related depreciation expense was reported as an Operating Expense. 
Under IFRS, the related depreciation expense is reported as an offset to Investment Income. 
 
During the three months ended November 30, 2010, Operating Expense and Investment Income 
decreased by $149,000 as a result of this change. 
 
During the nine months ended November 30, 2010, Operating Expense and Investment Income 
decreased by $447,000 as a result of this change. 
 

10) Surplus Distribution 
 
During the last quarter of the previous fiscal year, based on Public Utilities Board Orders 122/10 and 43/11, a 
surplus distribution of Basic motor vehicle premiums written based on 2009/2010 rates, estimated to be 
$321.7 million, was recorded. The surplus distribution was actualized in May, 2011 when $318.5 million was 
paid to Basic policyholders.  
 
On June 6, 2011, in response to customer feedback, the Corporation applied to the Public Utilities Board, 
requesting the Board vary its Order 43/11, regarding the distributed rebate. The Corporation requested 
permission to issue an additional rebate of $16.0 million, estimated to be five per cent of the original rebate. 
The most recent rebate, like previous rebates, was calculated on premiums paid in the 2009/2010 insurance 
year. The Corporation requested that all ratepayers receive the “greater of” calculation based on both 
premiums paid in fiscal year 2009/2010 and on the 2009/2010 insurance rating year. This would ensure 
affected customers receive a rebate based on the calculation that is most advantageous to them and 
eliminates any potential disadvantage based on their particular vehicle or Autopac insurance purchasing 
decisions. 
 
On June 23, 2011 the additional proposed surplus distribution was approved by the Public Utilities Board in its 
Order 86/11. The additional surplus distribution was actualized during the third quarter ended November 30, 
2011 when $17.3 million was paid to Basic policyholders. 
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