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MANAGEMENT’S REPORT

Management is responsible for preparing the accompanying financial statements and is
responsible for their integrity and objectivity. The financial statements are prepared in conformity
with International Financial Reporting Standards and include amounts based on informed
judgments and estimates of the expected effects of current events and transactions.

The Board of Directors oversees management's responsibilities for financial reporting. An Audit
Committee of non-management directors is appointed by the Board of Directors to review the
financial statements and report to the directors prior to their approval of the financial statements.

Management is also responsible for maintaining systems of internal control that provide
reasonable assurance that financial information is reliable, that all financial transactions are
properly authorized, that assets are safeguarded, and that the Corporation adheres to legislative
and regulatory requirements. These systems include the communication of policies and the
Corporation's code of ethics and business conduct throughout the organization. Management
continually monitors the systems of internal controls for compliance. In addition, internal controls
are actively reviewed and evaluated by the Corporation's internal auditors.

The Audit Committee also conducts such review and inquiry of management and the internal and
external auditors as it deems necessary towards establishing that the Corporation is employing
appropriate systems of internal control, is adhering to legislative and regulatory requirements and
is applying the Corporation's code of ethics and business conduct. Both the internal and external
auditors have full and unrestricted access to the Audit Committee, with and without the presence
of management.

The BC Financial Services Authority conducts an ongoing review of the Corporation's affairs to
determine if the Corporation is operating within the provisions of governing legislation and to
ensure that the interests of policyholders are safeguarded.

Eckler Ltd. is the Appointed Actuary of the Corporation and, in this capacity, completes an annual
valuation of the policy liabilities of the Corporation.

PricewaterhouseCoopers LLP has been appointed as independent auditors to examine and report
on the financial statements and their report follows.

Cre W Clacre Coblen
Eric Hopkins Claire Cobden
President & CEO Senior Vice President & CFO



ECKLER

Report of the Appointed Actuary

I have valued the policy liabilities of BCAA Insurance Corporation for its financial statements
prepared in accordance with International Financial Reporting Standards for the year end 30
September 2025.

In my opinion, the amount of the policy liabilities is appropriate for this purpose. The
valuation conforms to accepted actuarial practice in Canada and the financial statements fairly

present the results of the valuation.

Mylene Digitally signed by
Labelle Mylene Labelle
Toronto, Ontario Myléne Labelle
27 November 2025 Fellow, Canadian Institute of Actuaries

Eckler.ca Vancouver ¢ Winnipeg ¢ Toronto ¢ Montreal » Quebec City ¢ Fredericton ¢ Halifax » Barbados ¢ Jamaica



Independent auditor’s report

To the Shareholder of BCAA Insurance Corporation

Our opinion

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of BCAA Insurance Corporation (the Corporation) as at September 30, 2025 and its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards as issued by the International Accounting Standards Board (IFRS Accounting
Standards).

What we have audited

The Corporation’s financial statements comprise:

» the statement of financial position as at September 30, 2025;

« the statement of operations for the year then ended;

« the statement of changes in shareholder’s equity for the year then ended;
» the statement of cash flows for the year then ended; and

« the notes to the financial statements, comprising material accounting policy information and other
explanatory information.

Basis for opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit
of the financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Independence

We are independent of the Corporation in accordance with the ethical requirements that are relevant to
our audit of the financial statements in Canada. We have fulfilled our other ethical responsibilities in
accordance with these requirements.

Responsibilities of management and those charged with governance for the
financial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS Accounting Standards, and for such internal control as management determines is

PricewaterhouseCoopers LLP
PwC Place, 250 Howe Street, Suite 1400, Vancouver, British Columbia, Canada V6C 3S7
T.: +1 604 806 7000, F.: +1 604 806 7806, Fax to mail: ca_vancouver_main_fax@pwc.com

“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership.



necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Corporation’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Corporation or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Corporation’s financial reporting
process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Canadian generally accepted auditing standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

« ldentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Corporation’s internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

« Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Corporation’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Corporation to cease to continue
as a going concern.



« Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope

and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

/s/PricewaterhouseCoopers LLP

Chartered Professional Accountants

Vancouver, British Columbia
November 27, 2025



BCAA Insurance Corporation

Statement of Financial Position

(expressed in thousands of dollars)

September 30, 2025, with comparative information as at September 30, 2024

Assets

Cash and cash equivalents (note 10)
Financial investments (note 6)
Receivable from related parties (note 14)
Other current assets

Reinsurance contract assets (note 7)

Intangible assets (note 11)

Liabilities

Accounts payable and accrued liabilities (note 12)
Payable to related parties (note 14)

Income tax payable

Insurance contract liabilities (note 7)

Deferred income tax liability (note 13)

Shareholder’s equity

Capital stock (note 15)
Contributed surplus
Retained earnings

Commitments and contingencies (note 17)

Approved by the Board of Directors

Bl Snel Amanda HNobson

Director

The accompanying notes are an integral part of these financial statements

Sept 30, 2025 Sept 30, 2024
$ $
151,903 149,078
151,721 121,267
28,667 25,314
2,505 1,462
65,841 80,573
7,553 8,965
408,190 386,659
8,684 10,365
9,708 2,241
1,775 5,264
211,084 222,933
3,183 4,266
234,434 245,069
16,742 16,742
9,873 9,873
147,141 114,975
173,756 141,590
408,190 386,659
Director



BCAA Insurance Corporation

Statement of Operations
(expressed in thousands of dollars)
Year ended September 30, 2025, with comparative information for 2024

2025 2024
$ $
Insurance service revenue 403,029 367,067
Insurance service expenses (note 18) (284,966) (272,985)
Insurance service result from insurance contracts 118,063 94,082
Net expense from reinsurance contracts held (note 7) (66,421) (58,029)
Net insurance service result 51,642 36,053
Net investment income (note 6) 15247 21117
Finance expenses from insurance contracts issued (note 6) (6,056) (9,802)
Finance income from reinsurance contracts held (note 6) 2331 4,569
Net insurance finance expense (3,725) (5,233)
Net insurance and investment result 63,164 51,937
Other operating expenses (note 18) 19,680 16,085
Earnings before income tax 43,484 35,852
Income tax expense (recovery) (note 13)
Current 12,401 10,495
Deferred (1,083) (1,113)
Net earnings 32,166 26,470

The accompanying notes are an integral part of these financial statements



BCAA Insurance Corporation

Statement of Changes in Shareholder’s Equity
(expressed in thousands of dollars)

Year ended September 30, 2025, with comparative information for 2024

Shareholder’s equity - Beginning of year
Net earnings

Shareholder’s equity - End of year

Shareholder’s equity — Beginning of year

Net earnings

Shareholder’s equity - End of year

Capital Contributed Retained 2025
Stock surplus earnings Total
$ $ $ $
16,742 9,873 114,975 141,590
- - 32,166 32,166
16,742 9,873 147,141 173,756
Capital Contributed Retained 2024
Stock surplus earnings Total
$ $ $ $
16,742 9,873 88,505 115,120
- - 26,470 26,470
16,742 9,873 114,975 141,590

The accompanying notes are an integral part of these financial statements



BCAA Insurance Corporation

Statement of Cash Flows

(expressed in thousands of dollars)

Year ended September 30, 2025, with comparative information for 2024

2025 2024
$ $
Cash flows from operating activities
Net earnings 32,166 26,470
Adjustments for:
Realized gains and other income distributions from pooled funds (1,719) (1,068)
Unrealized gains on investments (4,172) (9,694)
Interest income earned (8,781) (9,876)
Dividend income earned (958) (819)
Interest charges incurred 771 920
Amortization of intangible assets 3,625 3,145
Current income tax expense 12,401 10,495
Deferred income tax recovery (1,083) (1,113)
Changes in non-cash operating accounts
Other current assets, excluding interest receivables (1,224) 12
Receivable from related parties (3,353) (2,001)
Reinsurance contract assets 14,732 6,508
Accounts payable and accrued liabilities (1,582) 2,092
Payable to related parties 7,467 (3,664)
Insurance contract liabilities (11,849) 9,818
Interest and other Investment Income received 8,961 9,820
Dividend income received 958 818
Realized gains and other income distributions received 1,719 974
Interest paid (869) (781)
Income tax paid (15,890) (8,446)
31,320 33,610
Cash flows used in investing activities
Proceeds from sale of financial investments - 2,000
Purchase of financial investments (26,282) (7,017)
Purchase of intangible assets (2,213) (2,213)
(28,495) (7,230)
Increase in cash and cash equivalents 2,825 26,380
Cash and cash equivalents - Beginning of year 149,078 122,698
Cash and cash equivalents - End of year 151,903 149,078

The accompanying notes are an integral part of these financial statements



BCAA Insurance Corporation

Notes to Financial Statements
September 30, 2025

(expressed in thousands of dollars)
1. Operations

BCAA Insurance Corporation (the “Corporation”) is incorporated under the Business Corporations Act (British Columbia) and is a
wholly owned subsidiary of B.C.A.A. Holdings Ltd., which is a wholly owned subsidiary of British Columbia Automobile
Association. The Corporation’s head office is located at 4567 Canada Way, Burnaby, BC, Canada. The Corporation is subject to
the Financial Institutions Act (British Columbia) (the “Act”) and is licensed to write all classes of insurance, other than life
insurance, in British Columbia. The Corporation’s underwritten products are transacted by B.C.A.A. Holdings Ltd., formerly
under BCAA Insurance Agency Ltd. The Corporation is subject to regulation by the British Columbia Financial Services Authority
(“BCFSA”).

2. Basis of preparation

These financial statements are prepared in accordance with International Financial Reporting Standards as issued by the
International Accounting Standards Board (“IFRS Accounting Standards”).

These financial statements were authorized for issue by the Board of Directors of the Corporation on November 27, 2025.

The Corporation has elected to present its assets and liabilities in order of liquidity. This approach is more relevant and reliable
for users of the financial statements as it provides a clearer reflection of the Corporation’s financial position and its capacity to
fulfill both short-term and long-term obligations. Distinctions of amounts expected to be recovered or settled within twelve
months after the balance sheet date and more than twelve months after balance sheet date are presented in the notes.

Functional and presentational currency

These financial statements, including the notes to the financial statements, are presented in Canadian dollars, which is the
Corporation’s functional currency.

3. Accounting Standards and Amendments: Standards issued but not yet effective

IFRS 18, Presentation and Disclosure in Financial Statements

Starting from October 1, 2027, the Corporation will adopt IFRS 18 — Presentation and Disclosure in Financial Statements, which
will replace IAS 1 - Presentation of Financial Statements for annual reporting periods beginning on or after January 1, 2027. This
standard will primarily impact the presentation of financial statements and note disclosures including the structure of the
statement of operations, disclosure of management-defined performance measures, and the aggregation of financial statement
and note disclosure line items. The adoption of this standard will not impact the recognition or measurement of items in the
financial statements. Management is currently assessing the impact of applying the new standard on the Corporation’s financial
statements.

Amendments to IFRS 9 Financial Instruments and IFRS 7 Financial Instruments: Disclosures

In May 2024, the International Accounting Standards Board issued amendments to IFRS 9 — Financial Instruments and IFRS 7 —
Financial Instruments: Disclosures as part of its project on the classification and measurement of financial instruments. The
amendments clarify the requirements for the derecognition of financial liabilities, introducing an accounting policy option that
allows derecognition prior to the settlement date when certain criteria are met in respect of liabilities settled through electronic
payment systems. These amendments are effective for annual reporting periods beginning on or after January 1, 2026, with
early adoption permitted. The Corporation has not early adopted the amendments and is currently assessing their potential
impact on the presentation and disclosure of its financial statements with the intended initial application date of October 1,
2026.



BCAA Insurance Corporation
Notes to Financial Statements
September 30, 2025

(expressed in thousands of dollars)

4. Material accounting policies
4.1 Financial instruments
Initial Recognition
Financial assets and financial liabilities are recognized when the Corporation becomes a party to the contractual provisions of
the instrument. Financial instruments are initially recognized on the trade date and measured at fair value and, for financial
assets or financial liabilities not measured at fair value through profit/loss (“FVTPL”), transaction costs that are directly
attributable to its acquisition or issuance are added to the initial measurement.
Measurement Categories

The Corporation classifies all its financial instruments in the following measurement categories:

e Amortized cost
e FVTPL

The Corporation’s financial liabilities are subsequently measured at amortized cost using the effective interest method as
required by IFRS 9.

The classification requirements for debt and equity instruments are described below:
Equity instruments

The Corporation subsequently measures all equity instruments as FVTPL.

Debt Instruments

Classification and subsequent measurement of debt instruments depend on the business model for managing the asset and the
cash flow characteristics of the asset.

Business model assessment

The Corporation determines its business model at the level that best reflects how it manages groups of financial assets to
achieve its business objectives. The Corporation holds financial assets to generate returns and provide a capital base to provide
for settlement of claims as they arise. The Corporation considers the timing, amount, and volatility of cash flow requirements to
support insurance liabilities in determining the business model for the assets as well as the potential to maximize return for
shareholders and future business development.

The Corporation’s business model falls into the following categories which are indicative of the key strategies to generate
returns:

e The Corporation’s primary business model is held-to-collect and sell which provides a desired flexibility to support the
Corporation’s insurance business meaning contractual cash flows from financial assets are collected by holding such
investments and these financial assets are sold when required to fund insurance contract liabilities.

e The Corporation also carries certain financial assets under the held-to-collect business model where the emphasis is to
collect contractual cashflows.



BCAA Insurance Corporation
Notes to Financial Statements
September 30, 2025

(expressed in thousands of dollars)
4. Material accounting policies (continued)
Solely payment of principal and interest (“SPPI”) test

Where the business model is to hold assets to collect contractual cashflows or to collect contractual cashflows and sell, the
Corporation assesses whether the cash flows of the financial instruments meet the SPPI test. The SPPI test involves assessing
the contractual features of an instrument to determine if they give rise to cash flows that are consistent with a basic lending
arrangement. The most significant elements of interest within a basic lending arrangement are typically the consideration for
the time value of money and credit risk. To make the SPPI assessment, the Corporation applies judgment and considers relevant
factors.

The Corporation subsequently measures all the units in pooled funds that are classified as debt instruments at FVTPL as they do
not meet the SPPI test. Cash and receivables are measured at amortized cost as they meet the SPPI test.

Subsequent Measurement

Subsequent to initial recognition, the fair values are determined based on available information. In an active market, fair value
is best evidenced by an independent quoted market price. In the absence of an active market, fair value is determined by
valuation techniques that make maximum use of inputs observed from markets.

Changes in fair values, as well as gains and losses on disposal of FVTPL financial instruments, are recorded in “Net Investment
Income” in the statement of operations with the related tax impact included in “Income tax expense (recovery)”.

Financial assets measured at amortized cost use the effective interest method. Any gain or loss on derecognition or impairment
are recorded in “Net Investment Income” in the statement of operations with the related tax impact included in “Income tax
expense (recovery)”.

Derecognition

Financial assets are no longer recognized when the rights to receive cash flows from the instruments have expired or have been
transferred and the Corporation has transferred substantially all the risks and rewards of ownership. Financial liabilities are no
longer recognized when the obligation is discharged, expired or cancelled. Modifications of financial instruments would also
result in the derecognition of the instrument if the new terms are substantially different from the original terms and a new
financial instrument would be recognized.

4.2 Cash and cash equivalents

Cash consists of deposits held with banks; and cash equivalents consist of other short-term highly liquid investments. The
Corporation’s cash is measured at amortized cost and cash equivalents are mandatorily measured at FVTPL as cash meets the
SPPI test while cash equivalents do not. The SPPI test is described in Note 4.1.

4.3 Intangible assets

Intangible assets consist of externally purchased software licenses and software development costs related to the design,
construction, testing and other costs directly attributable to bring the asset to a condition where it can be capable of operating
in the manner intended. Software licenses and development costs are related to the insurance platform and are capitalized as
an intangible asset when the future economic benefit is expected to be a period of one year or more.



BCAA Insurance Corporation
Notes to Financial Statements
September 30, 2025

(expressed in thousands of dollars)
4. Material accounting policies (continued)

Intangible assets are stated at cost less accumulated amortization and impairment losses. Intangible assets are amortized using
the straight-line method over their expected useful lives when they are available for use. The expected useful life is one to ten
years. Amortization expense is recognized in the statement of operations as part of other operating expense, where a portion
would be allocated to insurance service expense.

The asset’s residual value and useful life is reviewed annually and adjusted, if appropriate, at each reporting date.
Impairment of non-financial assets

Non-financial assets consist primarily of intangible assets. An impairment review is carried out at the end of each reporting year
to determine if there are any indicators of impairment. When indicators of impairment exist, the asset is assessed for
impairment. Assets are assessed as a group as their cash flows are generated from the operations of the Corporation. If an asset
is impaired, the carrying amount is written down to its estimated recoverable amount. The recoverable amount is the higher of
fair value less costs to sell and value in use. Non-financial assets that suffered an impairment are reviewed for possible reversal
of the impairment at each reporting date. If there is a change in estimate of the recoverable amount, an impairment loss is
reversed to the statement of operations only to the extent that the asset’s carrying value does not exceed the carrying value
that would have been determined, net of depreciation, if no impairment loss had been recognized.

4.4. Insurance and Reinsurance contracts

The Corporation applies the Premium Allocation Approach (“PAA”) to all the insurance contracts issued and reinsurance
contracts held, as the coverage period of each contract is one year or less.

Insurance and reinsurance contracts classification

The Corporation issues insurance contracts in the normal course of business, under which it accepts significant insurance risk
from its policyholders by agreeing to compensate the policyholder if a specified event (the insured event) with uncertain timing
or amount occurs. Similarly, the Corporation purchases reinsurance and transfers insurance risk to the reinsurers. As a general
guideline, the Corporation determines whether it has significant insurance risk, by comparing benefits payable after an insured
event occurs with benefits payable if the insured event did not occur.

Level of aggregation

IFRS 17 requires the Corporation to determine the level of aggregation for applying its requirements. The level of aggregation
for the Corporation is determined firstly by dividing the business written into portfolios. Portfolios comprise groups of contracts
with similar risks which are managed together. Portfolios of contracts are divided into three groups as follows:

® A group of contracts that are onerous at initial recognition (if any)
e A group of contracts that, at initial recognition, have no significant possibility of becoming onerous subsequently (if any)
e A group of the remaining contracts in the portfolio (if any)

The Corporation considers facts and circumstances to identify whether a group of contracts is onerous at initial recognition and
whether non-onerous contracts have a significant possibility of becoming onerous. The Corporation considers the following
facts and circumstances to identify whether a group of contracts are onerous:

® Loss ratio projection analysis
® Pricing information such as forward-looking pricing strategies where applicable



BCAA Insurance Corporation
Notes to Financial Statements
September 30, 2025

(expressed in thousands of dollars)

4. Material accounting policies (continued)

® Business plans and forecasts

e Significant changes to costs of fulfilling contracts such as changes in prices or materials/products necessary to fulfill
insurance obligations

e Economic and regulatory changes that unfavorably affect expected cash flows

e Other factors and considerations specific to portfolios

The Corporation concluded no contracts in any of the portfolios were onerous at initial recognition and the facts and
circumstances did not indicate otherwise. All portfolios will fall under the remaining contracts in the portfolio grouping.

Contract Boundary

The Corporation includes in the measurement of a group of insurance contracts all the future cash flows within the boundary of
each contract in the group. Cash flows are within the boundary of an insurance contract if they arise from substantive rights and
obligations that exist during the reporting period in which the Corporation can compel the policyholder to pay the premiums, or
in which the Corporation has a substantive obligation to provide the policyholder with insurance contract services.

Considering the renewal options and other terms and conditions included in the Corporations contracts, the contract boundary
of all insurance contracts issued will be the coverage period. The contract boundary will start when the contract is effective and
end with its expiration. The coverage period is the period in which a loss event can occur. The Corporation can reassess the risk
of the policyholder and reprice based on the revised risk level on all contracts including renewable contracts. The Corporation
uses this opportunity to reprice certain contracts that have become riskier over time. For all these contracts, the Corporation
concluded the contract boundary would be one year.

Receivable and payable balances which represent rights due from or obligations due to the policyholder, or a third party acting
on behalf of the policyholder, represent cash flows within the contract boundary. Accordingly, such balances are presented
within insurance contract liabilities in the statement of financial position. The Corporation considers cash flows to be outside of
the contract boundary once the obligation under the insurance contract is discharged. Accordingly, receivable and payable
balances which do not represent rights due from or obligations due to the policyholder, or a third party acting on behalf of the
policyholder, are excluded from insurance contract liabilities.

Insurance acquisition cash flows

Insurance acquisition cash flows arise (“IACF”) from the costs of selling, underwriting and starting a group of insurance contracts
(issued or expected to be issued) that are directly attributable to the portfolio of insurance contracts to which the group
belongs. Acquisition cash flows are capitalized and include direct costs and an allocation of overhead costs. The determination
of which overhead costs are directly attributable to fulfilling insurance contracts is based on expense studies and the use of
judgement.

The Corporation allocates the acquisition cash flows to groups of insurance contracts issued or expected to be issued using a
systematic and rational basis. The Corporation generally allocates attributable overhead costs to groups of contracts based on
the total premiumes, total claims and policies in force for each group. IACF allocated to groups of insurance contracts issued are
amortized over the coverage period of related group. Accounts receivable and accounts payable balances included in the
measurement of insurance contract liabilities.

Measurement under the premium allocation approach

Balances arising from insurance contracts are composed of a liability for remaining coverage, relating to future service, and a
liability for incurred claims, relating to past service.



BCAA Insurance Corporation
Notes to Financial Statements
September 30, 2025

(expressed in thousands of dollars)
4. Material accounting policies (continued)
Liability for remaining coverage

The Corporation measures the carrying amount of the liability for remaining coverage (“LRC”) at the end of each reporting
period as the liability for remaining coverage at the beginning of the period:

® Plus premiums received in the period

e Minus insurance acquisition cash flows

e Plus any amounts relating to the amortization of the insurance acquisition cash flows recognized as an expense in the
reporting period for the group

e Minus the amount recognized as insurance revenue for the services provided in the period

The Corporation has determined that there is no significant financing component in its insurance contracts with a coverage
period of one year or less. The Corporation does not discount the liability for remaining coverage to reflect the time value of
money and financial risk for such insurance contracts.

Liability for incurred claims

The Corporation estimates the liability for incurred claims (“LIC”) as the fulfilment cash flows related to incurred claims. The
fulfilment cash flows incorporate, in an unbiased way, all reasonable and supportable information available without undue cost
or effort about the amount, timing and uncertainty of those future cash flows, reflect current estimates from the perspective of
the Corporation, and include an explicit adjustment for non-financial risk (the “risk adjustment”).

The estimation of claim development involves assessing the future behavior of claims, taking into consideration the consistency
of the Corporation's claim handling procedures, the amount of information available, the characteristics of the line of business
from which the claim arises, and historical delays in reporting claims. In general, the longer the term required for the settlement
of a group of claims, the more variable the estimates. Short settlement term claims are those which are expected to be
substantially paid within a year of being reported. The estimates are regularly reviewed and updated as additional information
on the estimated unpaid claims becomes known and any resulting adjustments are included in profit as incurred. A provision is
also made for management’s calculation of factors affecting future development of unpaid claims including claims incurred but
not reported based on the volume of business currently in force and the historical experience on claims. Fulfilment cash flow
payables are included in the liability for incurred claims.

The expected fulfillment cash flow is discounted. Refer to note 5 for the methods used to determine the discount rate and the
risk adjustment.

Insurance contracts — modification and derecognition

The Corporation derecognizes insurance contracts when:

e The rights and obligations relating to the contract are extinguished (for example, discharged, cancelled or expired); or

e The contract is modified such that the modification results in a change in the measurement model, or the applicable
standard for measuring a component of the contract. In such cases, the Corporation derecognizes the initial contract and

recognizes the modified contract as a new contract.

When a modification is not treated as a derecognition, the Corporation recognizes amounts paid or received for the
modification of the contract as an adjustment to the relevant liability for remaining coverage.



BCAA Insurance Corporation
Notes to Financial Statements
September 30, 2025

(expressed in thousands of dollars)
4. Material accounting policies (continued)
Reinsurance contracts held

Reinsurance contracts held are recognized using principles consistent with the Corporation’s method for determining
insurance contract liabilities.

However, they are adapted to reflect the features of reinsurance contracts held that differ from insurance contracts issued and

the key modifications in the requirement for reinsurance contracts held include:

e The Corporation determines the risk adjustment for non-financial risk so that it represents the amount of risk being
transferred to the reinsurer.

e The type of reinsurance contract impacts how initial recognition is treated. For non-proportional reinsurance (e.g., excess of
loss (“EOL”)), initial recognition is at the beginning of the coverage period of the group of reinsurance contracts. For
proportional reinsurance (e.g. quota share (“QS”)) initial recognition occurs at the later of the following two dates:

® The beginning of the coverage period of reinsurance contracts or
e The initial recognition of the underlying insurance contract

Where the Corporation recognizes a loss on initial recognition of an onerous group of underlying insurance contracts or when
further onerous underlying insurance contracts are added to a group, the Corporation establishes a loss-recovery component of
the asset for remaining coverage for a group of reinsurance contracts held depicting the recovery of losses.

Reinsurer Non-Performance Provision

The Corporation evaluates reinsurance recoverable for potential credit risk due to reinsurer non-performance. The Non-
Performance Provision (“NPP”) is intended to capture this risk by estimating the expected losses in cases where reinsurance
claims may not be fully recoverable. The Corporation calculates the NPP by applying S&P Global Ratings’ historical default rates
over a 15-year time horizon, based on each reinsurer’s credit rating. These default rates are weighted according to the
Corporation’s distribution of ceded outstanding losses by reinsurer credit rating, and a conservative 50% probability of non-
recovery is applied to reflect potential non-performance. The resulting NPP is considered immaterial as of the reporting date.

Presentation

The Corporation has presented in the statement of financial position the carrying amount of portfolios of insurance contracts
issued that are liabilities separately from reinsurance contracts held that are assets.

The Corporation disaggregates the amounts recognized in the statement of operations into an insurance service result,
comprising insurance service revenue and insurance service expenses, finance income or expenses from insurance contracts
issued and reinsurance contracts held and net (expenses) income from reinsurance contracts held.

Insurance revenue

The insurance revenue for the period is the amount of expected premiums allocated to the period. The Corporation
allocates the expected premiums to each period based on the passage of time of the coverage period.



BCAA Insurance Corporation
Notes to Financial Statements
September 30, 2025

(expressed in thousands of dollars)

4,

Material accounting policies (continued)
Insurance service expense

Insurance service expenses arising from insurance contracts are recognized in the statement of operations generally as they are
incurred. Insurance service expenses include incurred claims and other incurred directly attributable expenses, amortization of
insurance acquisition cash flows, changes that relate to past service (changes in fulfilment cash flows relating to the LIC, and
changes that relate to future service (losses on onerous groups of contracts and reversals of such losses as applicable). The
Corporation does not disaggregate changes in the risk adjustment for non-financial risk between the insurance service result
and finance expenses from insurance contracts issued. All changes in the risk adjustment are included in the insurance service
result.

Net (expenses) income from reinsurance contracts held

Included in net (expenses) income from reinsurance contracts held in the statement of operations are amounts expected to be
recovered from reinsurers (such as ceded commissions and ceded claims), and an allocation of the reinsurance premiums paid.

The Corporation treats reinsurance cash flows that are contingent on claims on the underlying contracts as part of the claims
that are expected to be reimbursed under the reinsurance contract held. Where reinsurance cash flows are not contingent on
claims on the underlying contracts, they are included as part of the allocation of reinsurance premiums. The allocation of
reinsurance premium paid is based on the passage of time.

Net insurance finance expense

Net insurance finance expense consists of finance expenses from insurance contracts issued and finance income from
reinsurance contracts held. Insurance finance income or expenses comprise the change in the carrying amount of the group of
insurance and reinsurance contracts arising from:

e The effect of the time value of money and changes in the time value of money; and
e The effect of financial risk and changes in financial risk

The Corporation includes all insurance and reinsurance finance income or expenses for the period in net earnings.

4.5 Taxation

Income tax expense comprises current and deferred tax. Current and deferred income taxes are recognized in net earnings
except to the extent that they relate to a business combination, or items recognized directly in equity.

Current income taxes are recognized for the estimated income taxes payable or receivable on taxable income or loss for the
current year and any adjustment to income taxes payable in respect of previous years. Current income taxes are determined
using tax rates and tax laws that have been enacted or substantively enacted by the year-end date.

Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability differs from its tax base,
except for taxable temporary differences arising on the initial recognition of goodwill and temporary differences arising on the
initial recognition of an asset or liability in a transaction which is not a business combination and at the time of the transaction
affects neither accounting nor taxable profit or loss.

Deferred tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation
authorities. These amounts are determined using tax rates and tax laws that have been enacted or substantively enacted by the
year-end date and are expected to apply when the liability and asset are settled or recovered.
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Material accounting policies (continued)

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differences, to the extent that it is
probable that future taxable profits will be available against which they can be utilized. The deferred tax asset is reviewed at
each reporting date and reduced to the extent that it is no longer probable that the related tax benefit will be realized. The
Corporation periodically assesses its liabilities and contingencies related to taxes for all years open to reassessment on the latest
information available. For matters where it is probable that an adjustment will be made, the Corporation records its best
estimate of the tax liability including the related interest and penalties in the current tax provision. Management believes it has
adequately provided for the probable outcome of these matters; however, the outcome may differ from the amount included in
the tax liabilities.

4.6 Transactions with related parties

Transactions with related parties occur in the normal course of business and are recorded at the exchange amount. Outstanding
intercompany balances are unsecured, non-interest bearing, and without terms of repayment. Intercompany balances are
settled based upon the net amount owing or receivable to the appropriate related party, as permissible under the intercompany
agreement.

Critical accounting estimates and judgments

The preparation of financial statements requires management to make certain judgments, assumptions, and estimates about
the future. These may affect the reported amounts of income, expenses, assets and liabilities at the reporting date.
Management reviews these estimates and assumptions continuously, based on past experience and other factors. Estimates for
determining the accounting positions as at September 30, 2025, are made based on current available information and the
Corporation’s expertise. The main financial statement captions for which the Corporation uses judgments, estimates and
assumptions are insurance contract liabilities, reinsurance contract assets and the fair value and impairment of financial
instruments which comprise of cash and cash equivalents, financial investments and receivable from related parties.

The following discusses the most critical accounting judgments and estimates that the Corporation has made in the preparation
of the financial statements.

Estimates subject to uncertainty

Estimates and assumptions used to measure insurance and reinsurance contracts relate primarily to actuarial assumptions,
discount rates and illiquidity premiums. Information about assumptions and estimation uncertainties at September 30, 2025
that have a significant risk of resulting in a material adjustment to the carrying amounts of assets and liabilities in the next
financial year are included below:

Valuation of liability for incurred claims

The estimates of the expected future cash flows are required for the initial and subsequent measurement of the LIC. When
measuring the LIC, the Corporation discounts cash flows that are expected to occur more than one year after the date on which
the claims are incurred and includes an explicit risk adjustment for non-financial risk. Therefore, significant judgment is
exercised to measure the LIC under PAA including assessing the following key components:

® Probability weighted expected future cash flows that have to be current, explicit, unbiased, and must incorporate all
reasonable and supportable information about the timing and uncertainty of these cash flows.
The discount rate used to calculate the present value of future cash flows reflects the time value of money and the financial
risk related to those cash flows, unless those risks are already included in the estimates of future cash flows.
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5. Critical accounting estimates and judgments (continued)

e The risk adjustment is required in the measurement of the insurance contract liability to compensate for the risk that the
Corporation requires for bearing the uncertainty about the amount and timing of the cash flows that arise from non-
financial risks.

The main assumption underlying these techniques is that a Corporation’s past claims development experience serves as a basis
for projecting future claims development and estimating ultimate claims costs. These methods extrapolate the development of
paid and incurred losses, average costs per claim (including claims handling costs), and claim counts based on observed
development of earlier years and expected loss ratios. Additional qualitative judgment is used to assess the extent to which past
trends may not apply in future, (e.g., to reflect one-off occurrences, changes in external or market factors such as public
attitudes to claiming, economic conditions, levels of claims inflation, judicial decisions and legislation), as well as internal factors
(such as portfolio mix, policy features and claims handling procedures) in order to arrive at the estimated ultimate cost of claims
that present the probability weighted expected value outcome from the range of possible outcomes, taking account of all the
uncertainties involved. Significant estimates and assumptions related to the estimates of undiscounted future cash flows are
disclosed in note 9.

Discount rates

The Corporation presents changes in discount rates in its statement of operations. The Corporation has chosen to use a bottom-
up approach to determine the discount rate whereas the liquidity premium curve is determined from a top-down approach
where two reference portfolios are determined. The selection of reference portfolios is made up of Government of Canada,
Provincial bonds, which are assumed to be highly liquid investments. The other reference portfolio is made up of Corporate and
Municipal bonds, which are lower liquidity investments.

The risk-free yield curves are adjusted by an illiquidity premium using a reference portfolio to reflect the liquidity characteristics
of the associated insurance contracts.

Discount rates applied for discounting of future cash flows are listed below:

1Year 3 Years 5 Years 10 Years

2025 2024 2025 2024 2025 2024 2025 2024

Insurance contracts issued 2.73% 3.78% 2.94% 3.39% 3.21% 3.42% 3.90% 3.94%
Reinsurance contracts held 2.73% 3.78% 2.94% 3.39% 3.21% 3.42% 3.90% 3.94%

Risk adjustment for non-financial risk

The risk adjustment for non-financial risk represents the compensation an insurer requires for bearing the uncertainty about the
amount and timing of the cash flows that arises from non-financial risk as the insurer fulfills insurance contracts. For reinsurance
contracts, the risk adjustment for non-financial risk represents the amount of risk being transferred by the Corporation to the
reinsurer. The Corporation has used the confidence level approach (“CLA”) at the 75" percentile which indicates a risk
adjustment percentage of 5.0% (2024 - 5.1%) for all portfolios. The confidence level was determined based on an examination
of the variability of past actual results, reflecting the Corporation’s risk appetite based on guiding principles.
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Critical accounting estimates and judgments (continued)
Valuation of level 3 investments

The Corporation’s investment in real estate limited partnership is classified as level 3 due to the use of significant unobservable
inputs. The fair value is based on valuations provided by external fund managers, who estimate the net asset value of the fund
using valuation methodologies consistent with industry standards. These methodologies generally include discounted cash flow
and direct capitalization models, incorporating key assumptions such as capitalization rates, discount rates, and terminal
capitalization rates. The inputs are inherently subjective and sensitive to changes in market conditions, which could lead to
material variations in the fair value. Further details on the valuation techniques and key inputs are disclosed in Note 6.

Critical Areas of Judgement

For insurance and reinsurance contracts, the critical judgements relate to the determination of the level of aggregation and
group of contracts and the identification of onerous contracts.

Level of aggregation of insurance and reinsurance contracts

The Corporation applies significant judgement in determining the appropriate level at which reasonable and supportable
information is available to assess whether insurance and reinsurance contracts are onerous at initial recognition and whether
non-onerous contracts have a significant possibility of becoming onerous. This level of granularity determines sets or portfolios
of contracts. The Corporation uses significant judgement to determine at what level of granularity the Corporation has
reasonable and supportable information that is sufficient to conclude that all contracts within a set are sufficiently
homogeneous and managed together.

Identification of onerous contracts

The Corporation exercises significant judgment in identifying and monitoring onerous contracts under IFRS 17. This involves
assessing whether facts and circumstances indicate that a group of contracts has become onerous. Further, judgement is
required to assess whether facts and circumstances indicate any changes in the onerous group’s profitability and whether any
loss component remeasurement is required.

Financial Instruments

Fair value measurement

Financial instruments recognized on the statement of financial position consist of cash and cash equivalents, financial
investments, receivable from related parties, accounts payable and accrued liabilities and payable to related parties.

The carrying values of cash, receivable from related parties, accounts payable and accrued liabilities, and payable to related
parties approximate their fair values due to the immediate or short-term maturities (within one year) of these instruments. As
the Corporation has measured its investment portfolio and cash equivalents as fair value through profit and loss, the carrying
value of investments is equal to its fair value.

Realized net gains or net losses on the Corporation’s financial instruments are recognized at the transaction date in investment
income. Unrealized net gains or net losses are recognized in investment income at the measurement date. The values of the
Corporation’s financial instruments measured at fair value are determined within a hierarchy that prioritizes the inputs to fair
value measurement.
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Financial Instruments (continued)
The three levels of the fair value hierarchy are:

e level 1-Unadjusted quoted prices in active markets for identical assets or liabilities.
e Level 2 - Inputs other than quoted prices that are observable for the asset or liability either directly or indirectly; and,
e Level 3 - Inputs that are not based on observable market data.

The Corporation’s financial instruments measured at fair value are classified as Level 2 and Level 3. The valuation for pooled
investment funds and real estate limited partnership funds is provided by the fund managers and based upon the fair value of
the underlying assets. The valuation of assets underlying the real estate limited partnership fund is generally based on a
combination of discounted cash flow and direct capitalization valuation models used in measuring real estate value. The
significant unobservable inputs selected by the real estate fund manager include capitalization rate, discount rate and terminal
capital rate. Additionally, the valuation of assets underlying the real estate limited partnership fund may also use the direct
comparison and cost valuation model under the discretion of the real estate fund manager. Management monitors the
performance of the Level 3 investments through oversight of its investment manager. This includes quarterly communication
around investment performance against established benchmarks and evaluation of results. Performance is also reported to the
Finance and Investment Committee (“F&I Committee”) of the Board of Directors on a quarterly basis.

Classification of the Corporation’s financial instruments within the fair value hierarchy is summarized as follows:

2025 2024
Level 2 Level 3 Level 2 Level 3
$ $ $ $

Recurring fair value measurements - Financial assets

Pooled fixed income fund units 105,255 - 81,073 -
Pooled Canadian equity fund units 40,592 - 34,494 -
Real estate limited partnership units - 5,874 - 5,700
145,847 5,874 115,567 5,700

There is no transfer between Level 2 and Level 3 assets during the year (2024 - $nil). The following table provides a
reconciliation of the Corporation’s Level 3 investments:

2025 2024

$ $

Balance - Beginning of year 5,700 5,743
Unrealized gain (loss) 174 (43)
Balance - End of year 5,874 5,700

Financial Investments

The Corporation invests in four pooled funds and one real estate limited partnership fund. The funds’ objectives range from
achieving short-term investment income to long-term capital growth. As at September 30, 2025, the Corporation’s interests do
not exceed 5% of the net assets of the respective funds. The Corporation’s investments in these funds do not satisfy the
elements for control and have not been consolidated. The funds are managed by unrelated asset managers. The Corporation
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6.

Financial Instruments (continued)

holds redeemable units in each of its investment funds that entitle the holder to a proportional share in the respective fund’s
net assets. These investments are mandatorily classified as FVTPL. The change in fair value of the funds is included in net

investment income in the statement of operations.

As the Corporation classifies all of its investments as FVTPL, please see the fair value hierarchy summary above for the fair value

of each type of investment.

Net investment income and insurance finance income or expenses in the year is summarized as follows:

2025
Insurance Non- Total
Related Insurance
Related
$ $ $
Investment income
Interest income - 8,781 8,781
Dividend income ) 958 958
Realized gains on investments and other income B 1,719 1,719
Unrealized gains on investments - 4,172 4,172
Investment expenses - (383) (383)
Net investment income B 15,247 15,247
Finance expenses from insurance contracts issued
Interest accreted (4,593) - (4,593)
Effect of changes in interest rates and other financial assumptions (1,463) - (1,463)
Finance expenses from insurance contracts issued (6,056) - (6,056)
Finance income from reinsurance contracts held
Interest accreted 1,800 - 1,800
Effect of changes in interest rates and other financial assumptions 531 - 531
Finance income from reinsurance contracts held 2,331 - 2,331
Net insurance finance expense (3,725) - (3,725)
Net insurance and investment result (3,725) 15,247 11,522
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6. Financial Instruments (continued)

Investment income

Interest income

Dividend income

Realized gains on investments and other income
Unrealized gains on investments

Investment expenses

Net investment income

Finance expenses from insurance contracts issued
Interest accreted

Effect of changes in interest rates and other financial assumptions
Finance expenses from insurance contracts issued

Finance income from reinsurance contracts held
Interest accreted

Effect of changes in interest rates and other financial assumptions

Finance income from reinsurance contracts held

Net insurance finance expense

Net insurance and investment result

2024

Insurance Non- Total
Related Insurance
Related

S S S

- 9,876 9,876

- 819 819

- 1,068 1,068

- 9,694 9,694

- (340) (340)

- 21,117 21,117

(6,959) - (6,959)

(2,843) - (2,843)

(9,802) - (9,802)

3,017 - 3,017

1,552 - 1,552

4,569 - 4,569

(5,233) - (5,233)

(5,233) 21,117 15,884
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7. Insurance contract liabilities and reinsurance contract assets

Movements in insurance contract balances — Analysis by remaining coverage and incurred claims

2025
Liabilities for Liabilities for incurred
remaining claims (“LIC")
coverage
(IILRCII)
Present Present Risk
value value Adjust Total
of future of future ment
cash flows cash flows
$ $ $ $
Opening insurance contract liabilities 69,316 146,282 7,335 222,933
Insurance service revenue (403,029) - - (403,029)
Insurance service expenses
Incurred claims and other directly attributable expenses - 177,831 3,887 181,718
Changes that relate to past service - adjustments to the LIC - (13,962) (5,160) (19,122)
Amortization of insurance acquisition cash flows and
other directly attributable expenses 122,370 - - 122,370
Insurance service expenses 122,370 163,869 (2,273) 284,966
Insurance service result (280,659) 163,869 (1,273) (118,063)
Finance expenses from insurance contracts issued - 5,764 292 6,056
Total changes in the statement of operations (280,659) 169,633 (981) (112,007)
Premiums received 412,724 - - 412,724
Claims and other directly attributable expenses paid - (186,343) - (186,343)
Insurance acquisition cash flows (126,223) - - (126,223)
Total cash flows 286,501 (186,343) - 100,158

Ending insurance contract liabilities 75,158 129,572 6,354 211,084
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7.

Insurance contract liabilities and reinsurance contract assets (continued)

Movements in insurance contract balances — Analysis by remaining coverage and incurred claims (continued)

Opening insurance contract liabilities

Insurance service revenue

Insurance service expenses

Incurred claims and other directly attributable expenses

Changes that relate to past service - adjustments to the LIC
Amortization of insurance acquisition cash flows and
other directly attributable expenses

Insurance service expenses
Insurance service result
Finance expenses from insurance contracts issued

Total changes in the statement of operations

Premiums received
Claims and other directly attributable expenses paid

Insurance acquisition cash flows
Total cash flows

Ending insurance contract liabilities

2024
Liabilities for Liabilities for incurred
remaining claims (“LIC”)
coverage
(”LRC”)
Present Present Risk
value value Adjustme Total
of future of future nt
cash flows cash flows
$ $ $ $
61,958 142,666 8,491 213,115
(367,067) - - (367,067)
- 165,006 3,891 168,897
- (2,496) (5,573) (8,069)
112,157 - - 112,157
(1,682
112,157 162,510 ) 272,985
(254,910) 162,510 (1,682) (94,082)
- 9,276 526 9,802
(254,910) 171,786 (1,156) (84,280)
378,293 - - 378,293
- (168,170) - (168,170)
(116,025) - - (116,025)
262,268 (168,170) - 94,098
69,316 146,282 7,335 222,933

The Corporation did not identify any onerous contracts during the fiscal years 2024 and 2025. As a result, no loss component
has been recognized in the financial statements for these periods.
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Insurance contract liabilities and reinsurance contract assets (continued)

Movements in reinsurance contract held — Analysis by remaining coverage and incurred claims

Opening reinsurance contract assets (liabilities)
Reinsurance expenses

Other incurred directly attributable expenses Claims
recovered

Changes that relate to past service - adjustments to incurred
claims

Effect of changes in the risk of reinsurers non-performance

Net income (expense) from reinsurance contracts held
Finance income (expenses) from reinsurance contracts held

Total changes in the statement of operations

Cash flows

Premiums paid
Amounts received

Ending reinsurance contract assets (liabilities)

2025
Assets for  Assets for incurred claims
remaining (“AlC”)
coverage
(MARCII)
Present Present Risk
value value adjustm Total
of future of future ent
cash flows cash flows
$ $ $ $
(21,062) 97,524 4,111 80,573
(129,502) - - (129,502)
- 71,328 1,996 73,324
- (7,536) (2,763) (10,299)
- 56 - 56
(129,502) 63,848 (767) (66,421)
(773) 2,954 150 2,331
(130,275) 66,802 (617) (64,090)
185,337 - - 185,337
(56,372) (79,607) - (135,979)
(22,372) 84,719 3,494 65,841
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7.

Insurance contract liabilities and reinsurance contract assets (continued)

Movements in reinsurance contract held — Analysis by remaining coverage and incurred claims (continued)

Opening reinsurance contract assets (liabilities)
Reinsurance expenses

Other incurred directly attributable expenses Claims
recovered

Changes that relate to past service - adjustments to incurred
claims

Effect of changes in the risk of reinsurers non-performance

Net income (expense) from reinsurance contracts held

Finance income (expenses) from reinsurance contracts held

Total changes in the statement of operations
Cash flows

Premiums paid

Amounts received

Ending reinsurance contract assets (liabilities)

2024
Assets for  Assets for incurred claims
remaining (“AlC”)
coverage
(IIARCII)
Total
Present
value Present Risk
of future value adjustme $
cash of future nt
flows cash flows
$ $ $
(8,709) 90,791 4,999 87,081
(120,686) - - (120,686)
- 64,199 1,771 65,970
- (420) (2,955) (3,375)
- 62 - 62
(120,686) 63,841 (1,184) (58,029)
(918) 5,191 296 4,569
(121,604) 69,032 (888) (53,460)
166,880 - - 166,880
(57,629) (62,299) - (119,928)
(21,062) 97,524 4,111 80,573
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7.

8.

Insurance contract liabilities and reinsurance contract assets (continued)

Assets for insurance acquisition cash flows

2025 2024

$ $

Beginning balance as at October 1 51,263 46,850

Additions 119,612 109,454
Amount derecognized during the period due to

allocation to the related group of contracts (113,835) (105,041)

Ending balance as at September 30 57,040 51,263

The Corporation expects to derecognize the insurance acquisition cash flows asset within one year.

Financial risk management

The Canadian economic environment continues to face uncertainty with moderating inflation and gradual interest rate
reductions by the Bank of Canada following a period of elevated rates. There is ongoing uncertainty surrounding the extent of
the potential macroeconomic impact on the Corporation's investment portfolio and business activities as geopolitical tensions
continue to evolve.

The Corporation’s risk management policies are designed to identify and analyze risks, to set appropriate risk tolerance limits,
and to monitor the risks and adherence to limits through the maintenance of a strong control environment and use of
information systems. Financial instrument risk management is carried out by the F&lI Committee which reports to the
Corporation’s Board of Directors. The Board of Directors sets written policies for risk tolerance and overall risk management,
and management reports to the Board of Directors on compliance with the risk management policies of the Corporation. The
Financial Investment Management Policy is used to set overall risk tolerance.

The Corporation is exposed to various forms of financial risk through its financial instruments, insurance contracts liabilities and
reinsurance contracts assets.

The Corporation actively manages its financial instruments to ensure that there is no significant concentration risks for any of
the types of financial risk. The following analysis provides a description of risks impacting financial instruments.

Credit risk

Credit risk is the potential for financial loss to the Corporation if the counterparty in a transaction fails to meet its obligations.
The Corporation’s cash and cash equivalents, reinsurance assets, interest and insurance receivable within the insurance contract
liabilities, and receivable from related parties are subject to credit risk. The Corporation is also subject to indirect credit risk
through its investment in pooled fixed income funds. The maximum exposure to credit risk is equal to the carrying value of
these financial instruments, insurance receivables and reinsurance assets. The effectiveness of the Corporation’s credit risk
management policies is evaluated regularly.
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Financial risk management (continued)
Cash and cash equivalents

Cash and cash equivalents consist of deposits held with Canadian Schedule | Chartered banks, and other short-term highly liquid
investments, and therefore are not subject to material levels of credit risk. Cash and cash equivalents are all current.

Insurance receivable

Insurance receivable is recorded within insurance contract liabilities. Regular review of outstanding receivable is performed to
ensure appropriate allowance for long outstanding or delinquent payments. Credit risk associated with the Corporation’s
receivable balances is limited due to the policies written being subject to cancellation if payment is not ultimately received from
the customer. The Corporation is exposed to credit risk for insurance receivables in the amount of $83,028 (2024 - $72,244).

Reinsurance contract assets

Failure of reinsurers to honour their obligations could result in losses to the Corporation. Consequently, allowances are
established for amounts deemed uncollectible. There are no such allowances as at September 30, 2025 (2024 - Snil). The
Corporation evaluates the financial condition of its reinsurers and monitors concentrations of credit risk arising from similar
geographic regions, activities, or economic characteristics of the reinsurers to minimize its exposure to significant losses from
reinsurer insolvency. The Corporation holds security deposits for reinsurers that do not hold a license in Canada in the amount
of $28,250 (2024 - $27,187). Based on Standard & Poor’s and A.M. Best credit ratings available at September 30, 2025, all
reinsurers were rated “A-" or higher (2024 - all reinsurers were rated “A-" or higher).

Receivable from related parties

The Corporation is exposed to credit risk due to its receivables from its parent company B.C.A.A Holdings and arise from various
transactions between the Corporation and the related party. The credit risk associated with the balances is due to the financial
interdependence between the Corporation and its related parties. Furthermore, intercompany receivables are settled within 30
days, which minimizes the Corporation's credit risk exposure.

Pooled fixed income funds

The Corporation’s investments in pooled fixed income funds, recognized under financial investments, give rise to indirect
exposure to credit risk. The Corporation’s Financial Investment Management Policy (“FIMP”), which is approved by the F&lI
Committee of the Board of Directors, limits the credit risk of the pooled fixed income portfolios by requiring sound asset
diversification and requiring portfolios of high quality. Credit exposures in the portfolios are actively monitored and regularly
reviewed and compared to the aggregate risk tolerances within the FIMP.
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Credit exposure

The following table provides the amounts representing the maximum exposure to credit risk at the end of the reporting period:

2025 2024

$ $

Cash and cash equivalents 151,903 149,078
Pooled fixed income funds 105,255 81,073
Receivables from related parties 28,667 25,314
Insurance receivable 83,028 72,244
Reinsurance contract assets 65,841 80,573
434,694 408,282

The Corporation actively manages its product mix to ensure that there is no significant concentration of credit risk.

Market risk

Market risk is the potential financial loss to the Corporation from changes in the values of its financial instruments, insurance
contracts liabilities and reinsurance assets. These fluctuations can be driven by changes in market prices such as changes in
interest rates, currency exchange rates or equity prices.

The Corporation manages market risk in compliance with policies reviewed and approved by the Board of Directors.
Interest rate risk

Changes in interest rates may expose the Corporation to interest rate risk. The Corporation is subject to interest rate risk related
to its discounted insurance and reinsurance contracts as well as any fixed income investments.

Ongoing oversight and monitoring of the pooled fund investment managers are performed by the F&I Committee of the board.

With regards to insurance or reinsurance contract assets or liabilities for remaining coverage, the Corporation expects that the
time between providing each part of the coverage, and the related premium due date is no more than a year apart, and so the
time value of money is not required to be taken into account. With regards to the insurance or reinsurance contract liabilities
for incurred claims, the balance is adjusted using a discount rate updated at each end of the reporting period, resulting in the
balance being sensitive to interest rate movements.

The following analysis is performed for reasonably possible movements in key variables with all other variables held constant,
showing the impact on earnings before tax and equity. The correlation of variables will have a significant effect in determining
the ultimate impact of interest rate risk, but to demonstrate the impact due to changes in variables, variables have been
changed on an individual basis. It should be noted that movements in these variables are non—linear. The method used for
deriving sensitivity information and significant variables has not changed from the previous period.
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8. Financial risk management (continued)

2025

Impact on profit or loss (before tax) Impact on equity

1% increase 1% decrease 1% increase 1% decrease

$ $ $ $

Pooled fixed income funds 2,810 (2,810) 2,051 (2,051)
Insurance contracts issued (1,452) 1,499 (1,060) 1,094
Reinsurance contracts held 829 (857) 605 (626)
2024

Impact on profit or loss (before tax) Impact on equity

1% increase 1% decrease 1% increase 1% decrease

$ $ $ $

Pooled fixed income funds 2,254 (2,254) 1,645 (1,645)
Insurance contracts issued (1,691) 1,748 (1,234) 1,276
Reinsurance contracts held 1,002 (1,036) 731 (756)

Currency risk

Currency risk is the risk that the value of monetary assets and liabilities denominated in currencies other than the Canadian
dollar (the reporting and functional currency of the Corporation) will fluctuate due to changes in foreign exchange rates. At
September 30, 2025, the Corporation holds $4,147 (2024 - $2,543) in cash denominated in US dollars. As of September 30,
2025, it is estimated that the impact of an immediate 5% strengthening of the US dollar against Canadian dollar would result in
an after-tax increase of $159 (2024 - $98) on the Corporation’s net earnings and equity; a 5% weakening in the exchange rate
would result in an after-tax decrease of $144 (2024 - $88) on the Corporation’s net earnings and equity. At September 30, 2025,
the Corporation holds pooled fixed income funds, which indirectly exposes the Corporation to various currency risks since they
are denominated in multiple currencies other than the Canadian dollar. The Corporation’s exposure to the risk of currency risk
in relation to its insurance contracts is considered to be low given that the majority of its operating activities and assets are
denominated in Canadian dollars.

Price risk

The Corporation is directly exposed to price risk of the units issued by the pooled funds. The following table present the
estimated after-tax impact of a material adverse change in the values of each asset class if there is a 10% decline in asset values.

2025 2024

$ $

Pooled fixed income fund units 7,684 5,918
Pooled Canadian equity fund units 2,963 2,518
Real estate limited partnership fund units 429 416

The Corporation also has an indirect exposure to public equity market prices through its investments in its equity pooled fund.
The impact of a 10% decline in public equity market prices is the same as the 10% decline in asset value as disclosed in the table
above.

The Corporation’s price risk exposure relates to financial assets and financial liabilities whose values will fluctuate as a result of
changes in market prices. There are no insurance or reinsurance contracts which are exposed to price risk.
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8.

Financial risk management (continued)
No investments held by the Corporation were pledged as at September 30, 2025 and 2024.
Liquidity risk

Liquidity risk is the risk that the Corporation will not be able to fund all cash outflow requirements. The Corporation manages its
liquidity risk in accordance with policies established and monitored by the Board of Directors. At September 30, 2025, the total
of the Corporation’s cash and cash equivalents, investment balances and net reinsurance contract assets exceeded the sum of
accounts payable and accrued liabilities and insurance contract liabilities by $164,742 (2024 - $ 133,217).

The Corporation does not have material liabilities that can be called unexpectedly at the demand of a lender or customer. The
Corporation has commitments of $5,000 (2024 - Snil) for capital expenditures and $44,312 (2024 - $16,875) for software
management and cloud subscription services. More details are disclosed in note 17. Claim payments are funded by current
operating cash flow including investment income.

The Corporation also has an authorized line of credit with a Canadian chartered bank in the amount of $5,000 (2024 - $5,000)
bearing interest at the bank’s prime rate (2024 - prime rate). The line of credit is secured with guarantees provided by the
Corporation’s parent. As of September 30, 2025, Snil (2024 - Snil) was drawn against the line of credit.

The liquidity of the Corporation’s investment in pooled real estate limited partnership units is subject to the funds’ client
redemption procedures schedule contained in the funds’ investment policy. Redemptions are processed at the current value per
unit price of the funds at the time the redemption is paid and are not subject to additional fees or penalties. There is no limit on
redemption amounts; however, the length of time required to process a redemption request is dependent on a variety of
factors including, but not limited to, size of the redemption request and the number of redemption requests outstanding to be
fulfilled. Each of the funds retain cash and cash equivalent positions based on monthly cash flow projections to maintain
liquidity.

The Corporation has a liquidity policy in place to ensure that sufficient liquidity is maintained through its cash and investment
portfolios at all times.

There have been no significant changes from the previous year in the exposure to liquidity risk or in policies, procedures, and
methods used to measure risk.

Maturity profiles

The following table summarizes the maturity profile of portfolios of insurance contracts issued that are liabilities and
reinsurance contracts that are assets of the Corporation based on the estimates of the present value of the future cash flows.
The analysis is based on the LIC excluding risk adjustment. All other financial liabilities are expected to be settled within one
year and therefore not presented in the below analysis.

2025

Up to 1 year 1-5 years >5 years Total

$ S $ S

Insurance contract liabilities (86,936) (40,056) (2,580) (129,572)
Reinsurance contract assets 59,859 23,391 1,469 84,719

(27,077) (16,665) (1,111) (44,853)
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8. Financial risk management (continued)

Liquidity risk (continued)

Insurance contract liabilities
Reinsurance contract assets

Insurance contracts and reinsurance contracts held have zero amounts payable on demand (2024 - nil).

9. Insurance risk management

The Corporation underwrites insurance contracts that are concentrated by product line as follows:

Insurance service revenue
Insurance service expenses

Net expense from reinsurance contracts held

Insurance contract liabilities
Remaining coverage
Incurred claims

Total insurance contract liabilities
Reinsurance contract assets
Remaining coverage
Incurred claims
Total reinsurance contract assets

2024

Up to 1 year 1-5 years >5 years Total

$ $ S $

(95,597) (47,700) (2,985) (146,282)
67,040 28,613 1,871 97,524
(28,557) (19,087) (1,114) (48,758)

2025 2024

Home Others Total Home Others Total

$ $ $ $ $ $
329,007 74,022 403,029 294,589 72,478 367,067
(225,997) (58,969) (284,966) (210,398) (62,587) (272,985)
(61,570) (4,851) (66,421) (54,334) (3,695) (58,029)
41,440 10,202 51,642 29,857 6,196 36,053
2025 2024

Home Others Total Home Others Total

$ $ $ $ $ $
65,748 9,410 75,158 58,086 11,230 69,316
126,968 8,958 135,926 138,378 15,239 153,617
192,716 18,368 211,084 196,464 26,469 222,933
(23,895) 1,523 (22,372) (22,483) 1,421 (21,062)
85,846 2,367 88,213 98,897 2,738 101,635
61,951 3,890 65,841 76,414 4,159 80,573
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9.

Insurance risk management (continued)

The principal risk the Corporation faces under insurance contracts is that the actual claims and benefit payments, or the timing
thereof, differ from expectations. This is influenced by the frequency of claims, severity of claims, actual benefits paid and
subsequent development of long-term claims. Therefore, the objective of the Corporation is to ensure that sufficient reserves
are available to cover these liabilities. This exposure and variability of risks is mitigated by careful selection and implementation
of underwriting strategy guidelines, as well as the use of reinsurance arrangements, as part of its risk mitigation program.

The Corporation underwrites insurance policies over a 12-month duration. The most significant risks arise through high severity,
low frequency events such as natural disasters or catastrophes. A concentration of risk may arise from insurance contracts
issued in a specific geographic location. All of the Corporation's contracts are issued in British Columbia, a region known for its
high susceptibility to catastrophic events. This geographic concentration leads to significant exposure to risks such as
earthquakes, wildfires and other major natural disasters. The Corporation manages this risk via its underwriting and reinsurance
strategy within an overall risk management framework. Exposures are limited by having documented underwriting limits and
criteria. Pricing of property and liability policies is based on assumptions regarding trends and past experience, in an attempt to
correctly match policy revenue with exposed risk. In the normal course of business, the Corporation seeks to reduce the loss
that may arise from catastrophe or other events that cause unfavorable underwriting results through its reinsurance program,
which limits the Corporation’s exposure to any single loss, as well as catastrophic losses, in addition to quota share
arrangements to cede risk.

Amounts recoverable from reinsurers are estimated in a manner consistent with the outstanding claims provision and are in
accordance with the reinsurance contracts. Although the Corporation has reinsurance arrangements, it is not relieved of its
direct obligations to its policyholders and thus a credit exposure exists with respect to ceded insurance, to the extent that any
reinsurer is unable to meet its obligations assumed under such reinsurance agreements.

For residential and recreational vehicle insurance underwritten, the Corporation cedes 45.0% (2024 - 45.0%) of gross premiums
under a quota share reinsurance treaty which limits the Corporation’s exposure to 55.0% (2024 - 55.0%) on claims. Property
losses and Combined losses (Property + Liability) in excess of $3,000 (2024 - $2,000) are also subject to Property Per Risk Excess
of Loss and Combination Loss Excess of Loss treaties, limiting the Corporation’s exposure to $1,650 (2024 - $1,100) on any one
risk. Liability losses in excess of $2,000 (2024 - $2,000) are also subject to General Liability Per Risk Excess of Loss treaty, limiting
the Corporation’s exposure to $1,100 (2024 - $1,100) on any one risk. In the event that a single occurrence generates multiple
claims, the catastrophe excess of loss treaties limit the Corporation’s exposure to $7,624 (2024 - $7,150) for that occurrence.
The Corporation’s reinsurance treaties are subject to an upper limit of $1,710,000 (2024 - $1,600,000) on property claims,
$11,000 (2024 - $11,000) on general liability claims and $7,500 (2024 - $7,500) on one property loss. Reinsurers agree to accept
up to 20 (2024 - 15) risks to a limit of $9,000 (2024 - $8,500) under Property per Risk program. Effective January 1, 2025,
Catastrophe Aggregate coverage was not placed for the 2025 treaty year. The Corporation retains nil (2024 — 20%) of the risk
under the Catastrophe Aggregate reinsurance program.

Travel medical and non-medical reinsurance program is comprised of a per risk excess of loss with a catastrophe excess of loss.
The travel per person excess of loss treaty limits the Corporation’s exposure to $200 (2024 - $200) with a limit of liability of
$9,800 (2024 - $9,800) and an upper limit of $10,000 (2024 - $10,000). The travel catastrophe excess of loss treaty limits the
Corporation’s exposure to $5,000 (2024 - $5,000) with a limit of liability of $25,000 (2024 - $25,000) and an upper limit of
$30,000 (2024 - $30,000).

For the small business insurance, the Corporation cedes 100% (2024 - 100%) under quota share reinsurance treaty which limited
the Corporation’s exposure to nil (2024 - nil).

The Corporation is exposed to pricing risk to the extent that premiums collected are insufficient to meet the related future
policy benefits and expenses. Evaluation is performed regularly to estimate future claims costs, related expenses, and expected
profit in relation to liabilities for remaining coverage.
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9. Insurance risk management (continued)
Sensitivities

The insurance risks associated with the lines of business underwritten by the Corporation are sensitive to various assumptions
which can impact the estimation of the liability for incurred claims. The incurred loss development method is used by the
Corporation to calculate the undiscounted claims reserve for the Home line of business, which comprises the majority of the
Corporation’s book of business. As such, any assumptions used in determining the reserve under the incurred loss method for
this line of business would be considered a key material assumption. Changes to the selected loss development factor affects
the projected ultimate losses incurred which feed into the LIC and AIC reserve estimations. The below analysis shows the impact
of a change to the most recent 12-24 months loss development factor of 0.02, which subsequently changes the projected
ultimate losses for the most recent accident year. This shock is chosen to reflect the fact that there has been historical volatility
in the incurred loss development factor in the most recent period, and the selected variance in estimation can be considered
reasonably possible during the years ended September 30, 2025, and September 30, 2024.

The expected loss ratio is used by the Corporation as a key assumption in calculating the undiscounted claims reserve for the
Travel line of business, which is the other major line of business underwritten by the Corporation. The expected loss ratio is
used to calculate losses of the Corporation as a percentage of premiums earned. The below analysis shows the impact of a 5%
increase and decrease in the assumed expected loss ratio for the 2 most recent accident years before and after taking into
account the impact of reinsurance. Such variances in the estimation can be considered reasonably possible during the years
ended September 30, 2025 and September 30, 2024. All other lines of business contain immaterial insurance contract liabilities.

The following tables present information on how reasonably possible changes in assumptions made by the Corporation can
impact profit or loss and equity before and after risk mitigation by reinsurance contracts held. These contracts are measured
under the PAA and, thus, only the LIC component of insurance liabilities is sensitive to possible changes in underwriting risk

variables.
Home
2025 2024
Impact on Impact on
rofit LIC rofit
LIC (b?efore Impact on (b’;fore Imp:;'::;r;
tax) equity $ tax)
$ $ $ $ $

0.02 increase in loss development factor
Insurance contract liabilities 129,888 2,920 2,132 141,200 2,822 2,060
Reinsurance contract assets 87,212 1,366 997 100,260 1,363 995
Net insurance contract liabilities 42,676 1,554 1,135 40,940 1,459 1,065
0.02 decrease in loss development factor
Insurance contract liabilities 123,907 (3,061) (2,235) 135,609 (2,769) (2,021)
Reinsurance contract assets 84,264 (1,582) (1,155) 97,642 (1,254) (915)

Net insurance contract liabilities 39,643 (1,479) (1,080) 37,967 (1,515) (1,106)
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9. Insurance risk management (continued)

Travel
2025 2024
Impact on Impact on Impact on
LIC profit (before Impact on LIC profit equity
tax) equity (before tax)
$ $ $ $ $ $
5% increase in expected loss ratio
for 2 most recent accident years
Insurance contract liabilities 9,475 2,071 1,512 17,408 3,909 2,854
Reinsurance contract assets 1,193 103 75 1,554 202 147
Net insurance contract liabilities 8,282 1,968 1,437 15,854 3,707 2,707
5% decrease in expected loss ratio
for 2 most recent accident years
Insurance contract liabilities 5,332 (2,071) (1,512) 9,589 (3,909) (2,854)
Reinsurance contract assets 988 (103) (75) 1,150 (202) (147)
Net insurance contract liabilities 4,344 (1,968) (1,437) 8,439 (3,707) (2,707)

Discounting is also a key assumption impacting the estimation of liabilities for incurred claims. Details on interest rate sensitivity
analysis are disclosed in Note 8.

Claim development

The estimation of claim development involves assessing the future behavior of claims, taking into consideration the consistency
of the Corporation's claim handling procedures, the amount of information available, the characteristics of the line of business
from which the claim arises, and historical delays in reporting claims. In general, the longer the term required for the settlement
of a group of claims the more variable the estimates. Short settlement term claims are those which are expected to be
substantially paid within a year of being reported.

The tables that follow present the development of claims payments and the estimated ultimate cost of claims for the accident
years 2016 to 2025. The upper half of the tables shows the cumulative estimate of claims incurred, which includes amounts
paid, estimated to be paid and claims incurred but not reported during successive years related to each accident year. The
original estimates will be increased or decreased, as more information becomes known about the original claims and overall
claim frequency and severity. The lower half of the table shows the cumulative payments made to date on claims incurred,
which when subtracted from the total incurred, calculate the balance of unpaid claims.
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9.

Insurance risk management (continued)

Gross insurance contract liabilities

Accident Year

End of accident year
One year later

Two years later
Three years later
Four years later

Five years later

Six years later
Seven years later
Eight years later
Nine years later
Current estimate of cost
incurred

End of accident year
One year later

Two years later
Three years later
Four years later

Five years later

Six years later
Seven years later
Eight years later
Nine years later
Cumulative payments to
date

Undiscounted gross
liabilities for incurred
claims

Undiscounted gross
unpaid claims prior
accident years

Undiscounted gross ULAE
reserve

Undiscounted gross
insurance contract
liabilities

Effect of discounting

(including risk adjustment)

Payables included in
incurred claims

Discounted gross
insurance contract
liabilities

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 Total
$ $ $ $ $ $ $ S $ $ $

73,293 81,622 93,051 92,326 88,574 109,670 133,887 169,040 152,891 161,804

74,707 81,696 97,705 92,254 88,167 103,790 134,666 174,123 152,856

75,136 83,786 98,818 92,381 87,713 103,814 132,035 168,590

75,517 83,730 98,203 95048 86,674 104,765 130,246

75,664 82,409 97,952 95147 86,652 104,589

74,721 82,354 97,712 95,086 86,592

74,676 82,393 98,360 92,327

74,445 82,416 98,623

74,486 81,984

74,573

74,573 81,984 98,623 92,327 86,592 104,589 130,246 168,590 152,856 161,804 1,152,184

37,700 40,825 43,456 48,353 43,640 42,776 63,579 71,160 74,693 83,188

67,069 73,503 84,740 83,223 76,188 80,292 116,087 133,794 129,009

72,044 79,487 93,143 87,261 82,010 90,117 125082 155,839

72,815 80,306 95577 88,915 84,892 95880 128,277

73,313 81,070 96,628 89,736 85,092 100,478

73,222 81,599 97,275 90,326 85,665

73,519 81,645 97,277 90,996

73,492 81,693 97,461

73,669 81,773

74,244

74,244 81,773 97,461 90,996 85,665 100,478 128,277 155839 129,009 83,188 1,026,930
329 211 1,162 1,331 927 4,111 1,969 12,751 23,847 78,616 125254

856

5,280

131,390

2,052

2,484

135,926
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9. Insurance risk management (continued)

Net insurance contract liabilities

Accident Year

End of accident year
One year later

Two years later
Three years later
Four years later

Five years later

Six years later
Seven years later
Eight years later

Nine years later
Current estimate of cost
incurred

End of accident year
One year later

Two years later
Three years later
Four years later

Five years later

Six years later
Seven years later
Eight years later

Nine years later
Cumulative payments to
date

Undiscounted net liabilities
for incurred claims

Undiscounted Net Non-
Performance Provision

Undiscounted Net Unpaid
claims prior accident years

Undiscounted net ULAE
reserve

Undiscounted net insurance
contract liabilities

Effect of discounting
(including risk adjustment)

Net payables included in
incurred claims

Discounted net insurance
contract liabilities

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 Total
$ $ $ $ $ S $ $ S $ $
27,121 32,220 38,985 40,865 41,504 52,406 59,506 89,093 90,579 92,984
27,610 32,252 40,972 40,789 41,326 50,194 61,190 89,231 90,445
27,763 33,060 41,436 40,838 41,033 48,658 59,495 86,560
27,891 33,034 41,161 42,044 40,547 49,801 57,927
27,928 32,528 41,074 41,944 40,539 50,276
27,579 32,506 40,972 41,790 40.511
27,552 32,521 41247 40,817
27,467 32,531 41,359
27,482 32,358
27,473
27,473 32,358 41,359 40,817 40,511 50,276 57,927 86,560 90,445 92,984 560,710
13,798 15,994 18,044 21,197 20,365 21,493 28,842 46,956 47,576 54,151
24,762 29,005 35516 36,751 35716 39,446 53,853 78,997 78,701
26,619 31,375 39,055 38,555 38,459 43,819 56,427 84,813
26,905 31,697 40,076 39,295 39,800 46,356 57,045
27,091 31,992 40,515 39,662 39,894 48,195
27,060 32,204 40,786 39,927 40,159
27,171 32,222 40,787 40,228
27,160 32,241 40,865
27,226 32,273
27,357
27,357 32,273 40,865 40,228 40,159 48,195 57,045 84,813 78,701 54,151 503,787
116 85 494 589 352 2,081 882 1,747 11,744 38,833 56,923
1 1 7 14 33 56
299
1,768
59,046
1,022
(12,355)

47,713
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10. Cash and Cash Equivalents

2025 2024
$ $
Cash 131,545 134,229
Money market pooled funds 20,358 14,849
151,903 149,078
Information about credit risk is disclosed in Note 8.
11. Intangible assets
2025 2024
$ $
Cost
Balance - Beginning of year 11,537 11,537
Additions 2,213 2,213
Expiry of licenses (2,213) (2,213)
Balance — End of year 11,537 11,537
Accumulated amortization
Balance — Beginning of year 2,572 1,640
Amortization charge for the year 3,625 3,145
Expiry of licenses (2,213) (2,213)
Balance - End of year 3,984 2,572
Net book value - End of year 7,553 8,965

The Intangible assets consist primarily of software development costs related to the Corporation's core insurance platform,

which will be fully amortized by March 2027.

12. Accounts payable and accrued liabilities

Customer deposits
Trade and other current liabilities

2025 2024

$ $
6,583 5,901
2,101 4,464
8,684 10,365

All accounts payable and accrued liabilities are expected to be settled within one year.
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13. Income taxes

The significant components of income tax expense are summarized as follows:

2025 2024
$ $
Current income tax expense (recovery)

Based on current year taxable income 12,474 10,672
Prior year provision adjustments (73) (177)
12,401 10,495

Deferred income tax expense (recovery)
Origination and reversal of temporary differences (985) (1,209)
Prior year provision adjustment (98) 96
(1,083) (1,113)
Total income tax expense 11,318 9,382

The statutory income tax rate applicable to the Corporation is 27% (2024 - 27%). The reconciliation of income tax computed at

the statutory tax rate to the income tax provision is set out below:

2025 2024
$ $
Earnings before income tax 43,484 35,852
Income tax at statutory rate 11,741 9,680
Tax effects resulting from:
Non-taxable dividends (254) (217)
Other non-deductible expenses 2 1
Over provision in prior years (171) (82)
Income tax expense 11,318 9,382
The deferred income tax liability is payable as follows:
2025 2024
$ $
Deferred income tax liability:
Current 871 871
Non-Current 2,312 3,395
3,183 4,266
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13. Income taxes (continued)

The movement in the deferred income tax asset and liability are as follows:

Deferred income tax liability

Unclaimed reserves for tax

Unrealized gain on real estate limited partnership units

Property Plant & Equipment and Allowance for doubtful accounts
Intangible assets

Deferred income tax liability
Unclaimed reserves for tax
Unrealized gain on real estate limited partnership units
Property plant & equipment and Allowance for doubtful accounts
Intangible assets

2025

Balance - Recognized Balance -
Beginning in net End
of year earnings of year

$ $ $

1,540 (729) 811

341 21 362

(3) (1) (4)

2,388 (374) 2,014
4,266 (1,083) 3,183
2024

Balance - Recognized Balance -
Beginning in net End
of year earnings of year

$ $ $

2,363 (823) 1,540

389 (48) 341

(6) 3 (3)

2,633 (245) 2,388
5,379 (1,113) 4,266
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14. Related party transactions
Pursuant to the Act, the Board of Directors established a Conduct Review Committee, comprising independent directors, to
review related party transactions and to establish and regularly review written procedures related to disclosures to customers,
identification of potential conflict of interest, and confidentiality of information pertaining to customers’ insurance coverage.

Transactions with related parties

The Corporation’s material related party transactions for the year are summarized as follows:

2025 2024
$ $
Expenses for the acquisition of insurance contracts:
B.C.A.A Holdings Ltd. 78,441 72,238
British Columbia Automobile Association 100 107
Expenses for marketing and administration:
British Columbia Automobile Association
Management fees 22,547 16,130
Membership facility fees 3,578 3,269
Rental of premises 576 374
B.C.A.A. Holdings Ltd.
Rental of equipment 7 169
Advertising fee 6,256 5,696
Related party balances
The amounts receivable from and payable to related parties are as follows:
2025 2024
$ $
B.C.A.A. Holdings Ltd. 28,667 25,314
Receivable from related party 28,667 25,314
2025 2024
$ $
British Columbia Automobile Association 9,708 2,241
Payable to related party 9,708 2,241

The receivable balance due from B.C.A.A. Holdings Ltd. represents insurance premiums collected on behalf of the Corporation in
accordance with the agency agreement, whereby the Corporation’s underwritten products are transacted by B.C.A.A. Holdings
Ltd. The gross receivable of $38,240 (2024 - $34,324) is offset against gross payables of $9,573 (2024 - $9,010) for commissions,
advertising fees and other expenses, resulting in a net receivable of $28,667 (2024 - $25,314). The payable balance due to the
British Columbia Automobile Association relates to management fees, membership facility fees, and rental expenses disclosed
in the transactions table above. All related party transactions are conducted on normal business terms and conditions.
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14. Related party transactions (continued)

Transactions with key management personnel

The Corporation entered into the following compensation and transactions with key management personnel, which are defined
by IAS 24, Related Party Disclosures, as those persons having authority and responsibility for planning, directing and controlling
the activities of the Corporation, including directors and management. The Corporation considers key management personnel
to be the Board of Directors and the Executive management group of the ultimate parent, British Columbia Automobile
Association.

The information below is provided for key management personnel of British Columbia Automobile Association, the ultimate
parent organization of the Corporation. Management services are provided to all of the operating segments of British Columbia
Automobile Association to meet organizational objectives and the related costs are not always separately identifiable. The
amounts below represent the Corporation’s allocated share of key management personnel costs incurred by British Columbia
Automobile Association and transactions with key management personnel:

2025 2024
$ $

Allocated compensation
Salaries, employee benefits, and other incentives 2,003 1,542
Directors’ fees 218 214
2,221 1,756

Transactions

Insurance premiums 71 60
Insurance claims paid - 8
71 68

15. Shareholder’s equity

Authorized
250,000 common shares of $100 par value each

Issued and fully paid
167,420 common shares

The contributed surplus of $9,873 (2024 - $9,873) represents the amount received by the Corporation from its parent company
B.C.A.A. Holdings Ltd. in excess of the par value of the shares issued. Under the Business Corporations Act (British Columbia),
contributed surplus is not available for distribution to shareholders and forms part of the Corporation's permanent capital base.
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16. Capital management

The Corporation’s capital comprises the balance of shareholder’s equity. The Corporation’s objectives when managing capital
are to safeguard its ability to continue as a going concern, and to maintain capitalization at a level that will exceed the relevant
minimum regulatory requirements.

The Corporation is subject to the guidelines regarding capital adequacy issued by BCFSA, which require that capital must, at all
times, meet or exceed the Office of the Superintendent of Financial Institutions’ Minimum Capital Test for Canadian Property
and Casualty Companies. The Corporation also performs an Own Risk and Solvency Assessment (“ORSA”) to determine the
minimum amount of capital the Corporation can hold and still be within its risk appetite. As at September 30, 2025 the
Corporation exceeded the regulatory requirement and internal ORSA target of 150% and 226% respectively.

17. Commitments and contingencies
Commitments

As at September 30, 2025, the Corporation has a capital commitment of $5,000 (2024 - $nil) to purchase the real estate limited
partnership fund, which was funded after the reporting date. In 2021, the Corporation entered a software managed services
contract for 10 years until 2031, with a total remaining contract value of $14,134 (2024 - $16,875). In 2025, the Corporation
committed to a five-year software cloud subscription agreement. As at September 30,2025, $30,178 was outstanding under the
subscription agreement.

The following is a schedule of the managed services and software cloud subscription contract payments for each of the next 5
years and thereafter:

2026 8,595
2027 10,607
2028 10,607
2029 10,607
2030 and thereafter 3,896
Total minimum contract payments required 44,312

Contingencies

In common with the insurance industry in general, the Corporation is subject to litigation arising in the normal course of
conducting its insurance business, which is taken into account in establishing the liability for incurred claims. During the normal
course of operations, legal proceedings may arise from time to time against the Corporation relating to other corporate legal
matters. Management has reviewed outstanding corporate legal matters as at September 30, 2025 and considers the risk of loss
to be unknown and not determinable, and accordingly, no provision has been made.
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18. Insurance service expenses and other expenses

Claims costs and claims expenses
Premium taxes and commissions
Advertising and promotion
Amortization of intangible assets
Bank charges and merchant fees
Goods and services taxes
Management fees

Membership facility fees

Office, printing and postage
Other expenses

Personnel and related costs
Professional fees

Software costs

Rent, premises, and equipment

Amounts attributed to insurance acquisition cash flows
Amortization of insurance acquisition cash flows

Represented By:
Insurance service expenses
Other operating expenses

2025 2024
S S
156,717 156,505
98,335 90,969
6,256 5,696
3,625 3,145
4,464 4,469
979 854
22,547 16,130
3,578 3,269
746 671
596 367
5,279 4,473
1,011 1,672
5,707 4,721
583 542
310,423 293,483
(119,612) (109,454)
113,835 105,041
304,646 289,070
284,966 272,985
19,680 16,085
304,646 289,070

Amortization of insurance acquisition cash flows and other directly attributable expenses disclosed under note 7 of $122,370
(2024 - $112,157) consists of amortization of insurance acquisition cash flows of $113,835 (2024 - $105,041) and other directly

attributable expenses of $8,535 (2024 - $7,116).
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