definity.

Definity Financial Corporation
Management’s Discussion and Analysis
For the first quarter ended March 31, 2025



definity:.

Management’s Discussion and Analysis
For the first quarter ended March 31, 2025

Table of Contents

INTRODUGCTION ....cttiiiiiitte ettt ettt e e sttt e e et e s e e et e e e s e s b s et et e e e s e ass b e e et e teeesaannrrneeeeee s 2
1— CORPORATE OVERVIEW ...t 6
2 — FINANCIAL PERFORMANCGE ...t 8
3 — RESULTS BY LINE OF BUSINESS ..o 15
4 — OPERATING ENVIRONMENT AND OQUTLOOK .....cciiiiiiiiiiiiiiiie i 20
5 — FINANCIAL POSITION. .. ..ottt a e e e e e 22
6 — SUMMARY OF QUARTERLY RESULTS ... 27
7 — LIQUIDITY AND CAPITAL RESOURCES ... ..ottt e e e 28
8 — INTERNAL CONTROL OVER FINANCIAL REPORTING (ICFR) AND DISCLOSURE CONTROLS
AND PROCEDURES ... ..ottt ettt e e e s e e et e e e s e r e e e e s e nsnnreees 31
9 — CRITICAL ACCOUNTING JUDGMENTS, ESTIMATES, AND ASSUMPTIONS..........cccoiiiiiiiie 32
10 — RISK MANAGEMENT AND CORPORATE GOVERNANCE .......ootiiiiiiiiir e 33
11 — SUPPLEMENTARY FINANCIAL MEASURES AND NON-GAAP FINANCIAL MEASURES AND
RATIOS et r e e s e e e e e 34
12 — OUTSTANDING SHARE DATA oo 44
I3 — DEFINITIONS ... r e e s e r e e e e s s bbb er e e e s s s ararae s 44




definity:.

Management’s Discussion and Analysis
For the first quarter ended March 31, 2025

INTRODUCTION
May 8, 2025

The following Management’s Discussion and Analysis (“MD&A”) is the responsibility of management and
has been approved by the Board of Directors (“Board”). This MD&A is intended to enable the reader to
assess our financial position and results of operations as at and for the three-month period ended March
31, 2025, compared to the corresponding period in 2024. This MD&A should be read in conjunction with
our unaudited condensed interim consolidated financial statements and accompanying notes as at and for
the quarter ended March 31, 2025, our audited consolidated financial statements and accompanying notes
as at and for the year ended December 31, 2024, and the annual MD&A included in our 2024 Annual
Report. Certain prior period comparative figures have been reclassified to conform to the current quarter’s
MD&A presentation. All dollar amounts are in Canadian dollars. Certain totals, subtotals, and percentages
may not reconcile due to rounding. Unless otherwise noted in this MD&A, all information was prepared as
at May 8, 2025.

As used in this MD&A, references to “Definity”, “the Company”, “we”, “us”, and “our” refer to Definity
Financial Corporation, and, unless the context otherwise requires or is otherwise expressly stated, its
consolidated subsidiaries.

The Company’s unaudited condensed interim consolidated financial statements and accompanying notes
as at and for the quarter ended March 31, 2025 have been prepared in accordance with International
Financial Reporting Standards (“IFRS” or “GAAP”). We measure and evaluate performance of our business
using a number of financial measures. Among these measures are the “supplementary financial measures”,
“non-GAAP financial measures”, and “non-GAAP ratios” (as such terms are defined under Canadian
Securities Administrators’ National Instrument 52-112 — Non-GAAP and Other Financial Measures
Disclosure) included in this MD&A, and in each case are not standardized financial measures under GAAP.
The supplementary financial measures, non-GAAP financial measures, and non-GAAP ratios in this MD&A
may not be comparable to similar measures presented by other companies. These measures should not
be considered in isolation or as a substitute for analysis of our financial information reported under GAAP.

The information presented in this MD&A includes the following supplementary financial measures, non-
GAAP financial measures, and non-GAAP ratios:

Supplementary Financial Measures: Book value per share, catastrophe losses, financial capacity,
gross written premiums, leverage capacity, and underwriting
loss from exited lines.

Non-GAAP Financial Measures: Core accident year claims and adjustment expenses,
distribution income, net claims and adjustment expenses, net
commissions, net operating expenses, net premium taxes, net
underwriting expenses, net underwriting revenue, non-
operating gains (losses), operating income, operating net
income, prior year claims development, and underwriting
income.

Non-GAAP Ratios: Claims ratio, combined ratio, expense ratio, return on equity
(“ROE”), operating return on equity (“operating ROE”),
operating earnings per common share (“operating EPS”), and
certain other ratios.

For more information about these supplementary financial measures, non-GAAP financial measures, and
non-GAAP ratios, including (where applicable) an explanation of how that measure provides useful
information and a quantitative reconciliation of each non-GAAP financial measure to its most directly
comparable GAAP measure disclosed in our unaudited condensed interim consolidated financial
statements, see Section 11 — “Supplementary Financial Measures and Non-GAAP Financial Measures
and Ratios”.
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This MD&A may include product and brand names, trade names, and trademarks of Definity, our
subsidiaries and other companies, each of which is the property of its respective owners.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING INFORMATION

This MD&A contains “forward-looking information” within the meaning of applicable securities laws in
Canada. Forward-looking information may relate to our future business, financial outlook and anticipated
events or results and may include information regarding our financial position, business strategy, growth
strategies, addressable markets, budgets, operations, financial results, taxes, dividend policy, plans and
objectives. Particularly, information regarding our expectations of future results, performance,
achievements, prospects or opportunities or the markets in which we operate is forward-looking information.
In some cases, forward-looking information can be identified by the use of forward-looking terminology such
as “plans”, “aims”, “targets”, “expects” or “does not expect’, “is expected”, “an opportunity exists”, “budget”,
“scheduled”, “estimates”, “forecasts”, “projection”, “prospects”, “strategy”, “intends”, “anticipates”, “does not
anticipate”, “believes”, or variations of such words and phrases or statements that certain actions, events
or results “can”, “may”, “could”, “would”, “might”, “will”, “will be taken”, “occur” or “be achieved”. In addition,
any statements that refer to expectations, intentions, projections or other characterizations of future events
or circumstances contain forward-looking information. Statements containing forward-looking information
are not historical facts, but instead represent management’s expectations, estimates and projections

regarding possible future events or circumstances.

Forward-looking information in this MD&A is based on our opinions, estimates and assumptions in light of
our experience and perception of historical trends, current conditions and expected future developments,
as well as other factors that we currently believe are appropriate and reasonable in the circumstances.
Despite a careful process to prepare and review the forward-looking information, there can be no assurance
that the underlying opinions, estimates and assumptions will prove to be correct. Forward-looking
information is necessarily based on a number of opinions, estimates and assumptions that we considered
appropriate and reasonable as at the date such statements are made, and are subject to many factors that
could cause our actual results, performance or achievements, or other future events or developments, to
differ materially from those expressed or implied by the forward-looking statements, including, without
limitation, the following factors:

o Definity’s ability to continue to offer competitive pricing or product features or services that are
attractive to customers;

o Definity’s ability to appropriately price its insurance products to produce an acceptable return,

particularly in provinces where the regulatory environment requires auto insurance rate increases

to be approved or that otherwise impose regulatory constraints on auto insurance rates;

Definity’s ability to accurately assess the risks associated with the insurance policies that it writes;

Definity’s ability to assess and pay claims in accordance with its insurance policies;

Definity’s ability to obtain adequate reinsurance coverage to manage risk;

Definity’s ability to accurately predict future claims frequency or severity, including the frequency

and severity of weather-related events and the impact of climate change;

o Definity’s ability to address inflationary cost pressures through pricing, supply chain, or cost
management actions;

e the occurrence of unpredictable catastrophe events;

e litigation and regulatory actions, including potential claims in relation to demutualization and our
IPO and unclaimed demutualization benefits and the tax treatment of related amounts transferred
to the Company, and COVID-19-related class-action lawsuits that have arisen and which may arise,
together with associated legal costs;

o unfavourable capital market developments, interest rate movements, changes to dividend policies
or other factors which may affect our investments or the market price of our common shares;

e changes associated with the transition to a low-carbon economy, including reputational and
business implications from stakeholders’ views of our climate change approach or of our
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environmental or climate change-related representations (i.e. “greenwashing”), that of our industry,
or that of our customers;

Definity’s ability to successfully manage credit risk from its counterparties;

foreign currency fluctuations;

Definity’s ability to meet payment obligations as they become due;

Definity’s ability to maintain its financial strength rating or credit rating;

Definity’s dependence on key people;

Definity’s ability to attract, develop, motivate, and retain an appropriate number of employees with
the necessary skills, capabilities, and knowledge;

Definity’s ability to appropriately collect, store, transfer, and dispose of information;

Definity’s reliance on information technology systems, software, internet, network, data centre,
voice or data communications services and the potential disruption or failure of those systems or
services, including disruption as a result of cyber security risk or of a third-party service provider;
failure of key service providers or vendors to provide services or supplies as expected, or comply
with contractual or business terms;

Definity's ability to obtain, maintain and protect its intellectual property rights and proprietary
information or prevent third parties from making unauthorized use of our technology;

Definity’s ability to effectively govern the use of models, artificial intelligence, and generative Al
technology;

compliance with and changes in legislation or its interpretation or application, or supervisory
expectations or requirements, including changes in the scope of regulatory oversight, effective
income tax rates, risk-based capital guidelines, accounting standards, and generally accepted
actuarial techniques;

changes in domestic or foreign government policies, such as cross-border tariffs or trade policies,
may negatively impact the Canadian economy and the P&C insurance industry and/or exacerbate
other risks to Definity;

failure to design, implement and maintain effective controls over financial reporting and disclosure
which could have a material adverse effect on our business;

deceptive or illegal acts undertaken by an employee or a third party, including fraud in the course
of underwriting insurance or administering insurance claims;

Definity’s ability to respond to events impacting its ability to conduct business as normal;

Definity’s ability to implement its strategy or operate its business as management currently expects;
general business, economic, financial, political, and social conditions, particularly those in Canada;
the emergence or continuation of widespread health emergencies or pandemics, and their impact
on local, national, or international economies, as well as their heightening of certain risks that may
affect our business or future results;

the competitive market environment and cyclical nature of the P&C insurance industry;

the introduction of advanced technologies, disruptive innovation or alternative business models by
current market participants or new market entrants;

distribution channel risk, including Definity’s reliance on brokers to sell its products;

Definity’s dividend payments being subject to the discretion of the Board and dependent on a
variety of factors and conditions existing from time to time;

the discontinuance, modification, or failure to renew or complete Definity’s normal course issuer
bid (“NCIB”);

Definity’s dependence on the results of operations of its subsidiaries and the ability of the
subsidiaries to pay dividends;

Definity’s ability to manage and access capital and liquidity effectively;

Definity's ability to successfully identify, complete, integrate and realize the benefits of acquisitions
or manage the associated risks;

management’s estimates and judgments in respect of IFRS 17 and its impact on various financial
metrics;

periodic negative publicity regarding the insurance industry, Definity, or Definity Insurance
Foundation; and
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e management’s estimates and expectations in relation to interests in the broker distribution channel
and the resulting impact on growth, income, and accretion in various financial metrics.

If any of these risks or uncertainties materialize, or if the opinions, estimates or assumptions underlying the
forward-looking information prove incorrect, actual results or future events might vary materially from those
anticipated in the forward-looking information. The opinions, estimates or assumptions referred to above
and described in greater detail in Section 11 — “Risk Management and Corporate Governance” of our MD&A
for the year ended December 31, 2024 should be considered carefully by readers.

Although we have attempted to identify important factors that could cause actual results to differ materially
from those contained in forward-looking information, the factors above are not intended to represent a
complete list and there may be other factors not currently known to us or that we currently believe are not
material that could also cause actual results or future events to differ materially from those expressed in
such forward-looking information. There can be no assurance that such forward-looking information will
prove to be accurate, as actual results and future events could differ materially from those anticipated in
such information. Accordingly, readers should not place undue reliance on forward-looking information,
which speaks only as at the date made. The forward-looking information contained in this MD&A represents
our expectations as at the date of this MD&A (or as at the date they are otherwise stated to be made) and
are subject to change after such date. However, we disclaim any intention or obligation or undertaking to
update or revise any forward-looking information whether as a result of new information, future events or
otherwise, except as required under applicable securities laws in Canada.

All of the forward-looking information contained in this MD&A is expressly qualified by the foregoing
cautionary statements.
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1 — CORPORATE OVERVIEW
ABOUT DEFINITY

We are the sixth largest provider of property and casualty (“P&C”) insurance in Canada, with a market share
of approximately 4.8%?*. We had over $4.5 billion in gross written premiums? (“GWP”) for the 12 months
ended March 31, 2025.

We offer both personal and commercial insurance products. Through our personal lines insurance
operations, which represented 67% of our GWP in the first quarter of 2025, we offer auto, property, liability,
and pet insurance products to individual customers. Our commercial lines insurance operations, which
represented 33% of our GWP in the first quarter of 2025, includes fleet, individually-rated commercial auto,
property, liability and specialty insurance products, which are provided to businesses of all sizes in Canada.

As a multi-channel insurer, we distribute our products on a primarily intermediated basis, through brokers,
as well as directly to customers. We have active relationships with a network of approximately 600
independent brokerage firms. Our direct distribution channel includes Sonnet Insurance Company
(“Sonnet”); our pet insurer Petline Insurance Company (“Petline”); and portions of our group insurance
offering. In the first quarter of 2025, broker and direct distribution represented 92% and 8%, respectively,
of our total GWP.

We have a national presence and conduct business in all provinces and territories of Canada. Ontario is
our largest market, representing 61% of GWP in the first quarter of 2025.

Our P&C insurance business is supported by our investment management activities. We had over $5.4
billion in investments as at March 31, 2025. A key tenet of our investment philosophy is the preservation of
capital through portfolio diversification and a strong focus on high quality assets. Our investment portfolio
includes a significant component of short-duration, investment grade fixed income investments.

1 As of December 31, 2024, based on insurance revenue from insurance contracts as disclosed by MSA Research. Market share of Canadian P&C
insurance industry insurance revenue of $86.7 billion for the twelve months ended December 31, 2024, excluding accident and sickness insurance and
policies for insurance written outside of Canada, Canada Guaranty Mortgage Insurance Company, Genworth Financial Mortgage Insurance Company,
Mortgage Insurance Company of Canada, Green Shield Canada, Insurance Corporation of British Columbia, Lloyd’s Underwriters Canada,
Saskatchewan Auto Fund, and Saskatchewan Government Insurance.

2 Gross written premiums is a supplementary financial measure. Refer to Section 11 - “Supplementary Financial Measures and Non-GAAP Financial
Measures and Ratios” for more information on supplementary financial measures, non-GAAP financial measures, and non-GAAP ratios.

-6-
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The following charts illustrate the breakdown of our GWP for the three months ended March 31, 2025 by
business line, distribution channel, and region, respectively.

Q1 2025 GWP®

92%

® Personal auto ) = Ontario m Alberta & Prairies
@ = Broker m Direct m British Columbia ~ Québec
m Personal property At
antic

Commercial lines

Notes:
(1) GWRP is a supplementary financial measure. For more information, refer to Section 11 — *“

Financial Measures and Ratios”.
(2) Personal property includes pet insurance business.

Supplementary Financial Measures and Non-GAAP
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2 — FINANCIAL PERFORMANCE
HIGHLIGHTS:

e  Gross written premium? growth of 9.6% in the first quarter of 2025 excluding the premiums of our
exited line from both periods, on solid underlying personal auto activity driven by achieved rates
and increasing unit counts, continued firm market conditions in personal property, and ongoing
momentum in commercial insurance

e Combined ratio? of 94.5% in the first quarter of 2025 as winter weather drove an increase in the
core accident year claims ratio? and 5 percentage points of catastrophe losses?, largely offset by
our proactive rate actions and ongoing disciplined expense management

e Operating net income? of $75.9 million in the first quarter of 2025 compared to $76.1 million in the
first quarter of 2024, resulting in operating EPS? of $0.65; trailing 12-month operating ROE? was
10.3%

e Financial position remained strong, with book value per share! of $29.52, 16.2% higher than a

year ago
Notes:
(1) Gross written premiums, catastrophe losses, and book value per share are supplementary financial measures.
(2) Combined ratio, core accident year claims ratio, operating ROE, and operating EPS are non-GAAP ratios.
(3) Operating net income is a non-GAAP financial measure.
Refer to Section 11 — “Supplementary Financial Measures and Non-GAAP Financial Measures and Ratios” for more information on supplementary
financial measures, non-GAAP financial measures, and non-GAAP ratios.

RESULTS OF OPERATIONS

The following table summarizes our interim consolidated statements of income for the three months ended
March 31, 2025 and 2024:

Three months ended March 31,

(in millions of dollars, except as otherwise noted) 2025 2024 Change
INSUFANCE FTEVENUE. ......ieeeeieeeeeeeeeeeeeee et e e e e $ 1,111.9 $ 991.9 $ 120.0
INSUranCe SErviCe EXPENSES .......cccvuriieriirieiiiiee e iree e e e (958.0) (858.7) (99.3)
Net expenses from reinsurance contracts held........................... (30.6) (9.6) (21.0)
INSUFANCE SEIVICE F@SUIL.........c.veeeeeeveeeeeeeeeeeeeeeeeeeeeee e eneneees $ 123.3 $ 123.6 $ 0.3)
Net iINVeStMENt INCOME .........uiiiiiiiiiiiic e 49.8 48.2 1.6
Recognized gains on FVTPL investments ...............ccccevevevveneen. 52.2 25.0 27.2
INVeStMENt INCOME ....c..ovveeeeiieieeie e $ 102.0 $ 73.2 $ 28.8
Finance expenses from insurance contracts issued (57.3) (16.8) (40.5)
Finance income from reinsurance contracts held........................ 5.9 14 4.5
Net insurance financial FeSUIL................cococovvevevereerersereeeenens $ (514) % (15.4) $ (36.0)
Net insurance and investment result.............cccceerveiinieeeniineene 173.9 181.4 (7.5)
Distribution reVENUES...........eiiiiiiieiiie e 49.0 40.4 8.6
Other EXPENSES.....uueiieiiiiee ittt (97.0) (79.7) (17.3)
INEEIESE EXPENSE. ... v.veveveeereeeeeeeeesteeeeeeeeesesseeeeeeteeesssesesesenneseneenas (2.6) (1.9) 0.7)
Income before iNCOME taXes .........cueeeiiiiiiiiiieiiiee e $ 123.3 $ 140.2 $ (16.9)
INCOME tAX EXPENSE .......cereeeeeeeeeieeeeeeeeneeseeeeteesessesesenenseneneeeas (30.5) (34.5) 4.0
Net income $ 92.8 $ 105.7 $ (12.9)
Net income attributable to common shareholders 92.0 105.2 (13.2)
Net income attributable to non-controlling interests .................... 0.8 0.5 0.3
Earnings per common share, basic (in dollars) ...........cccccceeeennnne $ 0.81 $ 0.92 (12.0%)
Earnings per common share, diluted (in dollars) ........................ $ 0.79 $ 0.90 (12.2%)
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The following table sets forth certain additional financial measures that we use to measure and evaluate
performance of our business for the three months ended March 31, 2025 and 2024:

Three months ended March 31,

(in millions of dollars, except as otherwise noted) 2025 2024 Change
Gross written premiums® ..........ccooviieiiiiieeeeeeeee e $ 1,030.1 $ 955.6 7.8%
Net underwriting revenue®@.............c.ccocveeeueeeieeieeieeceee e 1,001.8 905.3 10.7%
Underwriting inCome®@ .............ccooevviieeeece e 55.0 54.8 0.2
Distribution INCOMED .........cccoiviiiiieieceee e 11.0 10.0 1.0
Operating income® .... 100.5 100.3 0.2
Non-operating gains® 21.8 39.6 (17.8)
Operating NetiNCOME® ..........covovviieeee e 75.9 76.1 0.2)
Operating earnings per common share (in dollars)® ................. $ 0.65 $ 0.65 -
Book value per share (in dollars)® ............cccoooeeeeeeeeeeeeeenn. $ 29.52 $ 25.40 16.2%
ClaiMS TAt0®) .. .ueiiiieicec et 64.2% 62.6% 1.6 pts
EXPENSE Fatio® .......cvieiieiiieieeeeecte ettt 30.3% 31.3% (1.0) pts
Combined ratio®...... 94.5% 93.9% 0.6 pts
Return on equity® 13.4% 12.7% 0.7 pts
Operating return on eqUItY™ ..........cccevvveveieeeeeeeee e 10.3% 9.5% 0.8 pts

Notes:

(1) Gross written premiums and book value per share are supplementary financial measures.

(2) Net underwriting revenue, underwriting income, distribution income, operating income, non-operating gains, and operating net income are non-
GAAP financial measures.

(3) Claims ratio, expense ratio, combined ratio, ROE, operating ROE, and operating EPS are non-GAAP ratios.

Refer to Section 11 — “Supplementary Financial Measures and Non-GAAP Financial Measures and Ratios” for more information on supplementary

financial measures, non-GAAP financial measures, and non-GAAP ratios.

GROSS WRITTEN PREMIUMS

GWP for the first quarter of 2025 increased by $74.5 million or 7.8% compared to the first quarter of 2024,
with growth across all our lines of business. GWP growth was 9.6% excluding the premiums of our exited
line, Sonnet Alberta personal auto, from both periods. Personal lines GWP were up 6.7% (9.3% when
excluding the premiums of our exited line from both periods), driven by auto rate and unit count increases
along with continued rate increases in property. Commercial lines GWP increased 10.0%, driven by
continued favourable overall market conditions, particularly evident in our strong small commercial and
specialty business offerings.

Further details regarding our premiums by line of business are provided in Section 3 — “Results by line of
business”.
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UNDERWRITING INCOME
The composition of the combined ratio for the three months ended March 31, 2025 and 2024 is as follows:

Three months ended March 31,

2025 2024 Change
(in millions of dollars, except as otherwise noted) (%) Ratio® (%) Ratio® $) Ratio
Net underwriting revenue®..........cccooeevevveveennnns $ 1,001.8 $ 905.3 $ 965 10.7%
Net claims and adjustment expenses®................ 643.2 64.2% 566.4 62.6% 76.8 1.6 pts
Net underwriting expenses®@ ............cccccceveeenane. 303.6 30.3% 284.1 31.3% 19.5 (1.0) pts
Underwriting income® .. $ 550 $ 548 $ 0.2
COMDINED FALO® ..o 94.5% 93.9% 0.6 pts

Notes:

(1) The ratio shown for each line item is the financial measure expressed as a percentage of net underwriting revenue.

(2) Net underwriting revenue, net claims and adjustment expenses, net underwriting expenses, and underwriting income are non-GAAP financial
measures.

(3) Combined ratio is a non-GAAP ratio.

Refer to Section 11 — “Supplementary Financial Measures and Non-GAAP Financial Measures and Ratios” for more information on supplementary

financial measures, non-GAAP financial measures, and non-GAAP ratios.

The growth in net underwriting revenue was due primarily to a high level of GWP growth in 2024 and in the
first quarter of 2025.

Underwriting income for the first quarter of 2025 was $55.0 million and the combined ratio was 94.5%,
compared to underwriting income of $54.8 million and a combined ratio of 93.9% in the first quarter of 2024.
The combined ratio in the first quarter of 2025 was impacted by active winter weather compared to relatively
benign weather in the same quarter a year ago. The resulting elevated catastrophe losses were driven by
heavy snowfall, ice, and rain mostly in Ontario, Québec, and Atlantic Canada. The increases in catastrophe
losses and the core accident year claims ratio as a result of the active weather, were largely offset by a
decrease in the expense ratio and increased favourable claims development.

NET CLAIMS AND ADJUSTMENT EXPENSES

The composition of the claims ratio for the three months ended March 31, 2025 and 2024, illustrating the
impact of core accident year claims and adjustment expenses incurred, catastrophe losses, and prior year
claims development, is as follows:

Three months ended March 31,

2025 2024 Change
(in millions of dollars, except as otherwise noted) %) Ratio® %) Ratio® %) Ratio
Core accident year claims and adjustment
EXPENSES@ ...iiiiiiiie e e $ 6140 61.3% $ 5444 60.2% $ 69.6 1.1 pts

Catastrophe 10sses®..........cccoevveveeiiiececienn 50.0 5.0% 33.4 3.7% 16.6 1.3 pts
Prior year favourable claims development® ........ (20.8) (2.1%) (11.4) (1.3%) (94) _(0.8)pts
Net claims and adjustment expenses®................ $ 6432 64.2% $ 5664 626% $ 768 16 pts
Notes:

(1) The ratio shown for each line item is the financial measure expressed as a percentage of net underwriting revenue. The ratio of each of core
accident year claims and adjustment expenses, catastrophe losses, and prior year favourable claims development as a percentage of net
underwriting revenue is a non-GAAP ratio.

(2) Core accident year claims and adjustment expenses, and prior year favourable claims development are non-GAAP financial measures.

(3) Catastrophe losses is a supplementary financial measure.

(4) The ratio shown for this line item is our claims ratio, which is a non-GAAP ratio.

Refer to Section 11 — “Supplementary Financial Measures and Non-GAAP Financial Measures and Ratios” for more information on supplementary

financial measures, non-GAAP financial measures, and non-GAAP ratios.

The core accident year claims ratio, which excludes catastrophe losses and prior year claims development,
increased in the first quarter of 2025, driven by the active winter weather in the first quarter of 2025 as
compared to relatively benign winter weather in the same quarter a year ago.

-10 -
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Catastrophe losses in the first quarter of 2025 increased compared to the same quarter a year ago. In the
first quarter of 2025, we were impacted by heavy snowfall, ice, and rain mostly in Ontario, Québec, and
Atlantic Canada.

Prior year favourable claims development in the first quarter of 2025 increased compared to the first quarter
of 2024, driven by our personal property and commercial lines of business.

NET UNDERWRITING EXPENSES

The key components of our net underwriting expenses and our expense ratio for the three months ended
March 31, 2025 and 2024 are as follows:

Three months ended March 31,

2025 2024 Change
(in millions of dollars, except as otherwise noted) (%) Ratio® ($) Ratio® %) Ratio
Net commISSIONS® .......ccccovviievieiieeeiee e $ 147.2 14.7% $ 133.8 148%  $ 13.4 (0.1) pts
Net operating expenses®@ ...........ccceevvvvevviveveeennn 118.8 11.8% 116.4 12.8% 2.4 (1.0) pts
Net premium taxes@...........c.ccooveeveveeereeereeeenns 37.6 3.8% 33.9 3.7% 3.7 0.1 pts
Net underwriting expenses®@® ... $ 303.6 303% $ 2841 31.3% $ 195 (1.0) pts

Notes:

(1) The ratio shown for each line item is the financial measure expressed as a percentage of net underwriting revenue. The ratio of each of net
commissions, net operating expenses, and net premium taxes as a percentage of net underwriting revenue is a non-GAAP ratio.

(2) Netcommissions, net operating expenses, net premium taxes, and net underwriting expenses are non-GAAP financial measures.

(3) The ratio shown for this line item is our expense ratio, which is a non-GAAP ratio.

Refer to Section 11 — “Supplementary Financial Measures and Non-GAAP Financial Measures and Ratios” for more information on supplementary

financial measures, non-GAAP financial measures, and non-GAAP ratios.

The net commissions ratio was largely in line in the first quarter of 2025 as compared to the same period
in the prior year. The net commissions ratio benefitted from the commission offset related to our majority-
owned brokers

The net operating expense ratio improved in the first quarter of 2025 driven by our ongoing focus on
disciplined expense management combined with the benefit of increasing scale.

INSURANCE REVENUE

The growth in insurance revenue was 12.1% in the first quarter of 2025 driven by the high level of GWP
growth throughout 2024 and in the first quarter of 2025 across all our lines of business.

INSURANCE SERVICE RESULT

Insurance service result decreased slightly by $0.3 million in the first quarter of 2025.

NET INVESTMENT INCOME

The composition of net investment income for the three months ended March 31, 2025 and 2024 is as
follows:

Three months ended March 31,

(in millions of dollars) 2025 2024 Change
INtEIESt INCOME.....uuiiiii it $ 43.8 $ 410 $ 2.8
DIVIENT INCOME........eee et 7.6 8.8 (1.2)
INVESTMENT EXPENSES ....cvviiieiiieeiiiie et et e e e e e seeee e (1.6) (1.6) -

$ 498 $ 482  $ 1.6

Net iInvestment INCOME...........oooviiiiiiiiii

-11 -
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Net investment income increased in the first quarter of 2025 due to an increase in interest income driven
by higher holdings of bonds, partially offset by lower dividend income as we reduced our common equity
holdings in advance of the recent capital markets volatility.

DISTRIBUTION INCOME

Distribution income of $11.0 million in the first quarter of 2025 increased from $10.0 million in the first
quarter of 2024, driven primarily by the contributions from acquisitions combined with solid underlying
organic growth. In addition, the combination of the larger premium base and the increased share placed
with Definity led to an increase in the commission offset.

During the first quarter of 2025, we signed two broker acquisition agreements for a total purchase price of
approximately $110 million (subject to post-closing adjustments). One of these acquisitions closed during
the period, with the other scheduled to close in the second quarter.

NON-OPERATING GAINS

The composition of non-operating gains for the three months ended March 31, 2025 and 2024 is as follows:

Three months ended March 31,

(in millions of dollars) 2025 2024 Change
Recognized gains on FVTPL investments ............cccccoveeeevinneenne $ 52.2 $ 25.0 $ 27.2
DISCOUNTING®......oviiiiieeiee ettt ere e enas 31.2 28.7 2.5
Risk adjustment®.... 1.2) 5.0 6.2)
Finance expenses from insurance contracts issued.................... (57.3) (16.8) (40.5)
Finance income from reinsurance contracts held........................ 5.9 1.4 45
Underwriting loss from exited ines@ ..............ccccoeveervieviieennann. (2.6) - (2.6)
Demutualization-related expenses, less interest on restricted

CASNE) Lo (1.8) 1.2 (3.0)
Amortization of intangible assets recognized in business

CcomMbBINAtIONS® L.....ooiiiiiiiiic e (6.5) (6.5) -
OhEr®® et 19 16 03
NON-0PErating GaAINS® ..........c.ovivereeeeeeereeeeeeeeeeeeeerese e $ 218 % 396 % (17.8)

Notes:

(1) Included in insurance service expenses and net expenses from reinsurance contracts held in our interim consolidated financial statements.

(2) Underwriting loss from exited lines is a supplementary financial measure.

(3) Included in other expenses in our interim consolidated financial statements.

(4) Other represents miscellaneous expenses or revenues that in the view of management are not part of our insurance operations and are individually
and in the aggregate not material, such as gains or losses pertaining to the fintech venture capital funds, and acquisition-related expenses.

(5) Non-operating gains is a non-GAAP financial measure.

Refer to Section 11 — “Supplementary Financial Measures and Non-GAAP Financial Measures and Ratios” for more information on supplementary

financial measures, non-GAAP financial measures, and non-GAAP ratios.

The decrease in non-operating gains in the first quarter of 2025 was driven primarily by the impact of finance
expenses from insurance contracts issued, partially offset by higher recognized gains on FVTPL
investments. Finance expenses from insurance contracts issued in the first quarter of 2025 increased due
to a decrease in the yield curve, compared to an increase in the first quarter of 2024. Recognized gains on
FVTPL investments were higher in the first quarter of 2025 compared to the same quarter in the prior year
due primarily to mark-to-market gains on bonds, partially offset by lower gains on common stocks.
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Management’s Discussion and Analysis
For the first quarter ended March 31, 2025

EXITED LINES

On June 13, 2024, Sonnet announced that it had submitted a notice to the Alberta Superintendent of
Insurance of its intention to phase out auto insurance operations in the province effective December 13,
2024. Following the date of withdrawal, Sonnet no longer issues new nor renewal auto insurance policies
in Alberta. Sonnet'’s ability to underwrite home insurance business in Alberta is not impacted by this change.
To reflect this decision, commencing July 1, 2024, we have prospectively reported Sonnet’'s Alberta auto
business as an exited line outside of operating results in our MD&A.

The composition of underwriting loss from exited lines for the three months ended March 31, 2025 is as
follows:

Three months
ended March 31,

(in millions of dollars) 2025

Net UNAEIWIEING TEVENUER............viuiiiiieieieiee ettt ettt sttt ettt b s b s e b e s et et et ens b eresnans $ 8.1
Net claims and adjusStMent EXPENSES®.............ccuiieiriiiiiiieresiete ittt st b ettt se et se et ensssesessans (8.2)
Net UNAEIWILING EXPENSESD ........coiiiieeerieiiieeet ettt ettt ettt ettt et et b et e e et etebeseaess st esesesese e ennas (2.5)
Underwriting 10Ss from eXited INESM ......uuuuuiiieeeiieeiiiiie e e e e e e e e e e e s et e s e e e e e e et e e e e e e eaneaanas $ (2.6)
Notes:

(1) Underwriting loss from exited lines is a supplementary financial measure.

(2) Netunderwriting revenue, net claims and adjustment expenses, and net underwriting expenses are non-GAAP financial measures.

Refer to Section 11 — Supplementary Financial Measures and Non-GAAP Financial Measures and Ratios” for more information on supplementary
financial measures, non-GAAP financial measures, and non-GAAP ratios.

NET INCOME

Net income attributable to common shareholders was $92.0 million in the first quarter of 2025 compared to
net income of $105.2 million in the first quarter of 2024. The decrease was due primarily to lower gains on
common stocks, partially offset by gains on bonds in the first quarter of 2025.

OPERATING NET INCOME

The composition of operating net income for the three months ended March 31, 2025 and 2024 is as follows:

Three months ended March 31,

(in millions of dollars) 2025 2024 Change

Underwriting inCome™® ...........ccooiiiiiieee e $ 550 $ 548 $ 0.2
Net iINVeStMENt INCOME .........uiiiiiiiiiiiece e 49.8 48.2 1.6
Distribution INCOMEW .........ooiiiiiiiieeee e 11.0 10.0 1.0
Non-controlling interests on distribution income...............ccc.c.... (3.4) (2.2) 1.2)
INtErESt EXPENSE.....oiiiiiiiiiiiiii e (2.6) (1.9) 0.7)
Corporate EXPENSES@ .........cecveiieieieiecieeie e (8.8) (6.7) (2.1)
OhEI®) Lo (0.5) (1.9) 14
Operating iNCOME™ .............ccooiiiiieeee e $ 1005 $ 1003 $ 0.2
Operating income tax expense... (24.6) (24.2) (0.4)
Operating Net iNCOME® .............cocoeveveeeeeeeeieeeeeeeeee e $ 759 $ %1 $ (0.2)

Notes:

(1) Underwriting income, distribution income, operating income, and operating net income are non-GAAP financial measures.

(2) Included in Other expenses in our interim consolidated financial statements.

Refer to Section 11 — “Supplementary Financial Measures and Non-GAAP Financial Measures and Ratios” for more information on supplementary
financial measures, non-GAAP financial measures, and non-GAAP ratios.

Operating net income was relatively consistent with the first quarter of 2024, despite the more active winter
weather this year.
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Management’s Discussion and Analysis
For the first quarter ended March 31, 2025

OPERATING INCOME TAX EXPENSE

The reconciliation of income tax calculated at the Canadian statutory tax rate to the effective tax rate in
operating net income is provided in the table below:

Three months ended March 31,

2025 2024 Change
SEALULONY tAX FALES ....veeeieieiiiiieieieeeeeie ettt aenenees 26.3% 26.3% - pts
Investment income Not SUBbJect t taX........cc.eveveeeiiiiiiiiinei e (2.3%) (2.0%) (0.3) pts
NoN-deductible EXPENSES ........cciiii e 0.2% 0.1% 0.1 pts
ONET ..ttt 0.3% (0.3%) 0.6 pts
EFfECHVE tAX TALE .. ..t eee ettt ettt st 24.5% 24.1% 0.4 pts

The effective tax rate for the first quarter was lower than the statutory rate of 26.3% (Q1 2024: 26.3%) due
primarily to the impact of non-taxable investment income.

OPERATING ROE

Operating ROE was 10.3% for the twelve-month period ended March 31, 2025 compared to 9.5% for the
twelve-month period ended March 31, 2024. The increase in operating ROE was driven by strong growth
in operating net income, which more than offset the significant growth in average adjusted equity
attributable to common shareholders, excluding accumulated other comprehensive loss (“AOCI”).
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Management’s Discussion and Analysis
For the first quarter ended March 31, 2025

3 — RESULTS BY LINE OF BUSINESS

We provide a wide range of P&C insurance products throughout Canada in two broad lines of business:
personal insurance and commercial insurance. Personal lines business is further subdivided between auto
and property, the latter of which includes pet insurance products.

The following charts illustrate our GWP mix on this basis for the three months ended March 31, 2025 and
2024:

GWP by Line of Business®

Q1 2025 Q1 2024

® Personal auto m Personal property Commercial lines

There were slight shifts in business mix in the first quarter of 2025 compared to the same period in the prior
year.

GWP by Region®

Q1 2025 Q12024

mOntario ®Alberta & Prairies  mBritish Columbia Québec Atlantic

There were slight shifts in the regional mix in the first quarter of 2025 compared to the same period in the
prior year.

Notes:
(1) GWRP is a supplementary financial measure. For more information, refer to Section 11 — “Supplementary Financial Measures and Non-GAAP

Financial Measures and Ratios”.
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Management’s Discussion and Analysis
For the first quarter ended March 31, 2025

UNDERWRITING — PERSONAL LINES

The table below sets forth selected results of operations of our personal lines of business for the three
months ended March 31, 2025 and 2024 and the policies in force as at March 31, 2025 and 2024.

Three months ended March 31,

(in millions of dollars, except as otherwise noted) 2025 2024 Change

Policies in force (thousands) (at period end)

783.8 764.9 2.5%
819.8 828.9 (1.1%)

1,603.6 1,593.8 0.6%

$ 4388 $ 4135 6.1%
255.0 236.5 7.8%

$ 6938 $ 650.0 6.7%
$ 4282 $ 385.7 11.0%
283.2 260.7 8.6%

$ 7114  $ 646.4 10.1%
$ 3070 $ 2731 $ 33.9
169.5 143.9 25.6

$ 4765  $ 4170 $ 59.5
$ 1106 $ 1017 $ 8.9
96.9 93.3 3.6

$ 2075 $ 1950 $ 12.5
$ 106 $ 109 $ (0.3)
16.8 23.5 (6.7)

$ 274 $ 344 S (7.0)

Notes:

(1) Gross written premiums is a supplementary financial measure.

(2) Net underwriting revenue, net claims and adjustment expenses, net underwriting expenses, and underwriting income are non-GAAP financial
measures.

Refer to Section 11 — “Supplementary Financial Measures and Non-GAAP Financial Measures and Ratios” for more information on supplementary

financial measures, non-GAAP financial measures, and non-GAAP ratios.

Overall, personal lines GWP increased 6.7% in the first quarter of 2025 with strong growth in our broker
channel. The direct channel GWP were $78.9 million in the first quarter of 2025, a decrease of 17.8%
compared to $96.0 million in the first quarter of 2024. Excluding the premiums of Sonnet Alberta personal
auto in both periods, direct channel GWP decreased modestly by 2.2% in the first quarter of 2025. This
reflects a strategy to preserve the Sonnet portfolio’s most recent profitability performance. Personal auto
GWP increased 6.1% in the first quarter of 2025. GWP increased 10.2% in the first quarter of 2025 when
excluding the premiums of our exited line from both periods. This growth reflects improved competitive
positioning as competitor rates begin to converge, driving unit growth in the quarter. Personal property
GWP increased 7.8% in the first quarter of 2025 benefitting from continued firm market conditions driving
increases in average written premiums. This was partially offset by ongoing active management of our
portfolio to address risk concentration in regions with a higher propensity for peril events.
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Management’s Discussion and Analysis
For the first quarter ended March 31, 2025

Personal lines had underwriting income of $27.4 million in the first quarter of 2025 compared to $34.4 million
in the same quarter a year ago.

Q1 PERSONAL AUTO Q1 PERSONAL PROPERTY Q1 PERSONAL LINES
RATIOS! RATIOS! RATIOS!
100 - 975 97.1 100 94.1 910 100 - 96.1 94.7
80 - 80
60 60
40 40
258 26.3 29.1 80.2
20 20
0 0
claims expense combined claims expense combined claims expense combined

Three months ended March 31,

m2025 m2024

Notes:
(1) Claims ratio, expense ratio, and combined ratio are non-GAAP ratios. For more information, refer to Section 11 — “Supplementary Financial
Measures and Non-GAAP Financial Measures and Ratios”.

The composition of the claims ratio for the three months ended March 31, 2025 and 2024 for our personal
auto line of business is as follows:

Three months ended March 31®

2025 2024 Change
Core accident year claims and adjustment expenses® 71.8% 71.5% 0.3 pts
Catastrophe 10sSes®............cccooiiiiiiiiiiccc 0.7% 0.1% 0.6 pts
Prior year favourable claims development® ................ (0.8%) (0.8%) - pts
ClaiMS TAHOM .........cvvveieeieie s 1.7% 70.8% 0.9 pts

Notes:

(1) The ratio shown for each line item is the financial measure expressed as a percentage of net underwriting revenue. The ratio of each of core
accident year claims and adjustment expenses, catastrophe losses, and prior year favourable claims development as a percentage of net
underwriting revenue is a non-GAAP ratio.

(2) Core accident year claims and adjustment expenses, and prior year favourable claims development are non-GAAP financial measures.

(3) Catastrophe losses is a supplementary financial measure.

(4) Claims ratio is a non-GAAP ratio.

Refer to Section 11 — “Supplementary Financial Measures and Non-GAAP Financial Measures and Ratios” for more information on supplementary

financial measures, non-GAAP financial measures, and non-GAAP ratios.

The personal auto combined ratio of 97.5% in the first quarter of 2025 (Q1 2024: 97.1%) increased slightly
driven by higher catastrophe losses and more challenging winter driving conditions, partially offset by
earned rate increases and improved Sonnet profitability.

-17 -



definity:.

Management’s Discussion and Analysis
For the first quarter ended March 31, 2025

The composition of the claims ratio for the three months ended March 31, 2025 and 2024 for our personal
property line of business is as follows:

Three months ended March 31®

2025 2024 Change
Core accident year claims and adjustment expenses® 52.0% 51.3% 0.7 pts
Catastrophe 10SSes®..........ccoceireiineeneeneeeeeae 11.8% 5.9% 5.9 pts
Prior year favourable claims development® ................ (3.9%) (2.0%) (1.9) pts
ClAIMS FALIOM .....oooeeeceeeeee e 59.9% 55.2% 4.7 pts

Notes:

(1) The ratio shown for each line item is the financial measure expressed as a percentage of net underwriting revenue. The ratio of each of core
accident year claims and adjustment expenses, catastrophe losses, and prior year favourable claims development as a percentage of net
underwriting revenue is a non-GAAP ratio.

(2) Core accident year claims and adjustment expenses, and prior year favourable claims development are non-GAAP financial measures.

(3) Catastrophe losses is a supplementary financial measure.

(4) Claims ratio is a non-GAAP ratio.

Refer to Section 11 — “Supplementary Financial Measures and Non-GAAP Financial Measures and Ratios” for more information on supplementary

financial measures, non-GAAP financial measures, and non-GAAP ratios.

The personal property combined ratio was 94.1% in the first quarter of 2025 (Q1 2024: 91.0%), driven by
elevated catastrophe losses, partially offset by higher favourable claims development and a decrease in
the expense ratio.

UNDERWRITING — COMMERCIAL LINES

The table below sets forth selected results of operations of our commercial lines of business for the three
months ended March 31, 2025 and 2024.

Three months ended March 31,

(in millions of dollars, except as otherwise noted) 2025 2024 Change

Gross written premiums® ..o $ 3363 % 305.6 10.0%
Net underwriting revenue®... $ 2904 % 258.9 12.2%
Net claims and adjustment expenses®@.............coooovve.... $ 166.7 % 1494 % 17.3
Net underwriting expenses® .............ccccoeeeeevereveeeeeenns $ 9.1 % 891 % 7.0
Underwriting income®@ ............ccooieiorieeeeeeeee oo $ 276 $ 204  $ 7.2

Notes:

(1) Gross written premiums is a supplementary financial measure.

(2) Net underwriting revenue, net claims and adjustment expenses, net underwriting expenses, and underwriting income are non-GAAP financial
measures.

Refer to Section 11 — “Supplementary Financial Measures and Non-GAAP Financial Measures and Ratios” for more information on supplementary

financial measures, non-GAAP financial measures, and non-GAAP ratios.
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Management’s Discussion and Analysis
For the first quarter ended March 31, 2025

Commercial lines GWP increased 10.0% in the first quarter of 2025, driven by strong retention and rate
achievement in a favourable market environment overall, with further expansion of our strong small
business and specialty capabilities.

Q1 COMMERCIAL LINES RATIOS!

100 -+

905 921

80 -

60 - 57.4 57.7

40

20

claims expense combined

Three months ended March 31,

m2025 m2024

Notes:
(1) Claims ratio, expense ratio, and combined ratio are non-GAAP ratios. For more information, refer to Section 11 — “Supplementary Financial
Measures and Non-GAAP Financial Measures and Ratios”.

The composition of the claims ratio for the three months ended March 31, 2025 and 2024 for our
commercial lines of business is as follows:

Three months ended March 31®

2025 2024 Change
Core accident year claims and adjustment expenses® 54.7% 52.0% 2.7 pts
Catastrophe 10SSeS® ......c.oviiiiieiiiiiiieceiiieeie e 4.8% 6.8% (2.0) pts
Prior year favourable claims development® ................ (2.1%) (1.1%) (1.0) pts
ClAIMS FAHOM ..., o7.4% ST 1% (0.3) pts

Notes:

(1) The ratio shown for each line item is the financial measure expressed as a percentage of net underwriting revenue. The ratio of each of core
accident year claims and adjustment expenses, catastrophe losses, and prior year favourable claims development as a percentage of net
underwriting revenue is a non-GAAP ratio.

(2) Core accident year claims and adjustment expenses, and prior year favourable claims development are non-GAAP financial measures.

(3) Catastrophe losses is a supplementary financial measure.

(4) Claims ratio is a non-GAAP ratio.

Refer to Section 11 — “Supplementary Financial Measures and Non-GAAP Financial Measures and Ratios” for more information on supplementary

financial measures, non-GAAP financial measures, and non-GAAP ratios.

Commercial lines underwriting income was $27.6 million in the first quarter of 2025 compared to $20.4
million in the same quarter a year ago.

Commercial lines continued to benefit from our focus on underwriting execution and rate adequacy with a
strong combined ratio of 90.5% in the first quarter of 2025 (Q1 2024: 92.1%). The improvement in the
combined ratio was driven by lower catastrophe losses, higher favourable claims development, and a
decrease in the expense ratio, partially offset by an increase in the core accident year claims ratio. The
decrease in catastrophe losses and the corresponding increase in the core accident year claims ratio was
impacted by the change in definition for a single claim loss in the first quarter of 2025. The core accident
year claims ratio also reflects the active winter weather in the first quarter of 2025.
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Management’s Discussion and Analysis
For the first quarter ended March 31, 2025

4 — OPERATING ENVIRONMENT AND OUTLOOK

OPERATING ENVIRONMENT

Below is an overview of key external factors affecting the Canadian P&C insurance industry. The operating
environment was impacted by a combination of macroeconomic factors, continued severe weather-related
events, and regulatory developments.

e The U.S. administration proceeded with their tariff strategy in early April, targeting countries
with the largest perceived trade surpluses and those with existing tariffs on American goods.
Increased cost of goods and services, and disruption to supply chains are expected to follow.
The impacts of these tariffs and the retaliatory responses by impacted countries have already
and will continue to have a negative effect on the Canadian and global economy.

Measures were taken during the quarter, in advance of increasing tariff risks, to de-risk our
investment portfolio. Our strong capital position and resilient operating model continue to
Economic position us well for this period of elevated uncertainty.

environment

The Bank of Canada reduced its overnight rate in January and March 2025 by 25 bps,
bringing the overnight rate to 2.75%. The Bank of Canada held their rate steady at the April
meeting citing extreme uncertainty in the outlook. Canada has led global central banks in the
easing cycle with seven interest rate cuts totalling 225 bps.

Risks to the economy highlighted by the Bank of Canada include weaker consumer and
business sentiment that will weigh heavily on investment, and the labour market, due to the
trade conflict with the United States.

The annual rate of inflation for auto physical damage remains stable at the mid-single digit
range with loss trends consistent with pre-pandemic levels. All coverage auto inflation is also
at mid-single digits (on average) including injury coverages; however, this varies by province.
New vehicle pricing was flat year over year and appears to have stabilized. New vehicle
inventories have normalized and remain stable. The long-term implications of tariffs are not
yet evident in these loss trends.

Vehicle theft frequency in Canada continues to be elevated for the industry. Theft severity
has now seen four consecutive quarters of year over year declining trends but remains
elevated with changes in the mix (age and value) of vehicles stolen. These trends have led
insurers to increase comprehensive coverage premiums as well as offer incentives to drivers
of high theft vehicles to install tracking and recovery devices.

Governments are proceeding with initiatives intended to make auto insurance more
affordable. In Ontario, insurers continue with implementing product reform regulations that
come into effect on July 1, 2026, which among other things, will allow consumers to choose
to forego coverage that is currently mandatory. In Alberta, the government introduced
legislation for a private sector delivered no-fault insurance product with a target
implementation date of January 1, 2027.

Personal auto
environment

Fixed income vyields fell across the curve in Canada during the first quarter, as the bond
market priced in a slowing growth environment.

Equity market returns were mixed in the first quarter with Canada outperforming the U.S. The
imposition of increased tariffs by the United States, beginning in April, has negatively
Investment impacted equity markets with the S&P TSX Composite and the S&P 500 index significantly
environment lower than the highs set in late January.

Investment-grade and high-yield debt spreads widened during the first quarter, though they
remain tight by historical standards. Subsequently, corporate spreads have widened further
alongside equity weakness in April, due to economic growth worries caused by the current
global trade conflict.
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INDUSTRY OUTLOOK

Below is an overview of our expectations for the Canadian P&C insurance industry over the next 12 months.

We believe the operating environment remains conducive to sustaining firm market conditions overall. We
expect market conditions in property lines to remain firm over the next 12 months, particularly following the
active 2024 summer storm and wildfire season that resulted in a record year of approximately $9 billion in
industry catastrophe losses, the move to higher reinsurance attachment points, and the potential for
continuing elevated inflation. We expect conditions in auto lines to remain firm as insurers aim to keep pace
with the combined impact of inflationary cost pressures, ongoing regulatory constraints in Alberta, and
uncertainty related to the extent and impact of potential U.S. tariffs and retaliatory actions.

Market yields turned lower in 2024, tempering the pace of growth in investment income which had been
strong following a period of rising yields. Given the uncertain macro risk environment, we believe
underwriting discipline remains important for the industry to achieve desirable levels of profitability on a

sustainable basis.

Personal auto

The inflationary pressures and uncertainty on loss cost trends related to auto repairs and
replacements as well as elevated theft levels are expected to continue to drive firm
industry pricing and a focus across the industry on disciplined underwriting in the next 12
months. There is significant uncertainty around the tariff environment, which might add
further pressure on future rates.

The regulatory environment, except for in Québec and British Columbia, will influence
insurer ability to respond to tariffs on new vehicles and auto parts. The need for regulators
to review insurer assumptions before they can adjust their rates could cause a gap
between when the tariffs start to affect claim costs and when insurers can account for the
tariffs in premiums. Alberta also maintains an auto insurance rate cap for ‘good drivers’
that could prevent insurers from incorporating the total cost impact into their rates.

Personal property

The industry reported 2024 as the worst year for catastrophes in Canada with total insured
losses of approximately $9 billion. The impact of these events on the entire industry is
expected to drive firm to hard market conditions over the next 12 to 18 months. We expect
competitors to take additional underwriting and pricing activity to fund weather event
losses below the new elevated treaty retention thresholds. We anticipate a continued
disciplined approach by the industry toward loss prevention and mitigation, including rate,
coverage, and accumulation management for primary insurers.

The volatility of weather-related events is expected to continue to be a risk for this line of
business over the long term.

To address some of the challenges with natural catastrophes, the federal government had
previously indicated that it planned to work with insurers to develop a national flood
insurance program for high-risk residential properties. The objective was for all Canadians
to be able to obtain affordable flood coverage. It is expected that the industry will engage
quickly to address this topic with the newly-formed federal government.

Commercial lines

While we expect overall commercial lines market conditions to remain attractive as carriers
focus on ensuring long-term profitability and sustainable availability of capacity, we are
seeing that some commercial segments have become more competitive. Overall, we
expect industry growth to be in the mid-single digits over the next 12 months.

Recent catastrophe experience reflects a longer-term trend of increasing severe weather
events. Climate change mitigation and management actions are expected to evolve as
efforts are made across government, regulatory, and industry participants to reflect and
mitigate recent trends.

The increasing frequency and severity of weather-related catastrophe events, as well as
increased volatility from rising reinsurance attachment points, are expected to keep the
overall pricing environment in line with loss trends.

Trade disputes and broader geopolitical uncertainty are expected to impact market
conditions further.
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5 — FINANCIAL POSITION
FINANCIAL HIGHLIGHTS AS AT MARCH 31, 2025:

e Our financial position remained strong with equity attributable to common shareholders of
approximately $3.4 billion as at March 31, 2025, an increase of $48.5 million or 1.5% compared to
December 31, 2024, driven by operating net income generated in the first quarter of 2025.

e Total assets increased by $86.3 million (1.1%) compared to December 31, 2024.

¢ Insurance contract liabilities decreased by $18.8 million (0.5%) compared to December 31, 2024.

The following table summarizes our interim consolidated balance sheets as at March 31, 2025 and
December 31, 2024:

As at As at

March 31, December 31,
(in millions of dollars) 2025 2024 Change
ASSETS
Cash and cash equIValents ...........ccooueieiiiiieiiiee e $ 1510 $ 3221 % (171.1)
RESHACIEA CASN ...ttt - 14.8 (14.8)
INVESHMEINES .....eveveeteete ettt ettt et ettt et et e s reete et e e teete st e ete s ensereeaeenes 5,448.3 5,270.5 177.8
INCOME taXES rECEIVADIE..........cviieiieiciieiiieieee et 15.7 6.7 9.0
Reinsurance contract assets ... 371.1 346.2 24.9
Property and eqUIPMENt .............cococeueuererereeeeeeeeeeee et essesee s 102.9 104.8 (1.9)
Deferred iNCOME taX @SSELS..........ceueueveverereeeeeeececeeeeseteseseseseseneeseesesns 111 13.2 (2.1)
Goodwill and intangible assets 1,446.8 1,397.5 49.3
OLNEE ASSBES.....c.veevviitieie ittt ettt et te ettt ste et e te et sae et e sreenteere e 232.7 217.5 15.2
TOLAI ASSEES....veuveeveeieeietecteeteete et et et ete e e e teete et e e eteeteeteeae et e eneereaaeas $ 7,7796 $ 7,6933 $ 86.3
LIABILITIES
Insurance contract Habilities ..............ccccovoveveveeiieeeeeeeeeeee e 3,584.5 3,603.3 (18.8)
Accounts payable and other labilitieS.................cccoeeieieveiererceeeeeeeines 131.5 148.1 (16.6)
INCOME tAXES PAYADIE ......c..vevieeercvereececce et 0.7 42.3 (41.6)
Deferred income tax iabilities...........cccoceeveiiiiiciie i 154.8 154.3 0.5
Securities sold under repurchase agreements................ccoceeeveeeeevenenns 2111 110.1 101.0
Debt QULSTANAING ......veevieiiciie et 114.3 114.3 -
Demutualization amounts oUtStANCING..........cc.cccveveveverereeererereeeeeceeennnns - 14.8 (14.8)
Total Iabilities.......uveeieeiiiiiiee e e $ 41969 $ 4,187.2 $ 9.7
EQUITY
SHAre CAPItAl ... .cveevviivieiesieet ettt sre e e ane e 2,224.4 2,220.4 4.0
Contributed surplus..... 30.0 42.4 (12.4)
RELAINEA BAMINGS ... vecvvevieiieiteetreete et ste e e e ste e ste e sre e e sreanees 1,115.7 1,058.1 57.6
Accumulated other comprehensive 0SS ..............cccccevevrueieecereeeenenan (1.8) (1.1) 0.7)
Equity attributable to common shareholders.. 3,368.3 3,319.8 485
NON-CONErOIING INEIESES.......civecvricrieiecieer ettt 214.4 186.3 28.1
B o] e= =T 013U $ 35827 $ 3,506.1 $ 76.6
Total liabilities and €qUILY ...........coovviiiiiiee e $ 77796 $ 76933 $ 86.3
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CASH AND CASH EQUIVALENTS AND INVESTMENTS

The composition of our cash and cash equivalents and investments as at March 31, 2025 and December
31, 2024 is as follows:

As at March 31, 2025 As at December 31, 2024
Percent of Percent of
Carrying carrying Carrying carrying
(in millions of dollars, except as otherwise noted) value value value value
Cash and cash equivalents ...........cccoccveeiiieiinieeeniiiees $ 151.0 27% $ 322.1 5.8%
Short-term iNVESIMENtS ........coooiiiiiiiieiiiiiiee e 109.6 2.0% 97.4 1.7%
BONAS......ooiiiiiii 4,415.6 78.8% 4,043.1 72.3%
Preferred StOCKS .......coccviiiiiiiic 330.7 5.9% 326.5 5.8%
COMMON STOCKS .....evviiiiiiiciit e 488.1 8.7% 698.4 12.5%
Pooled fUNAS .....ccouiiiiiiiicee e 88.6 1.6% 88.9 1.6%
Commercial l0ans .........ceieiiiiiiiiiee e 15.7 0.3% 16.2 0.3%
Total INVESIMENTS ......eeeiiiiiieiiie e $ 5,448.3 97.3% $ 5,270.5 94.2%
Total cash and cash equivalents, and investments........... $ 5,599.3 100.0% $ 5,592.6 100.0%

Total cash and cash equivalents and investments increased slightly in the first quarter of 2025. Net
proceeds from securities sold under repurchase agreements and gains on our investment portfolio were
mostly offset by cash used in operating activities and ongoing cash deployed into broker acquisitions.

Our proportionate share of investments in fixed income securities, including cash and cash equivalents and
short-term investments, increased to 83.5% of the total portfolio as at March 31, 2025, compared with
79.8% as at December 31, 2024. Proactive measures were taken during the quarter to de-risk our
investment portfolio, by reducing our holdings of common stocks, as a result of the increased tariff risks.
We maintained our focus on a high-quality investment portfolio.

Refer to Note 2 — “Summary of material accounting policies” of our audited consolidated financial
statements for the year ended December 31, 2024, which provides further details pertaining to the
classification and measurement of our financial instruments.
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Investment sector mix

Our investment sector mix demonstrates the largely secure and liquid nature of our overall investment
portfolio with its significant concentration in the government and financials sectors. As at March 31, 2025
and December 31, 2024, the breakdown of these investments is as follows:

As at
December 31,
As at March 31, 2025 2024
(in millions of dollars, except as Short-term
otherwise noted) investments Preferred Common Pooled
and bonds stocks stocks funds Total Total
Government 62% - - - 52% 48%
Financials..........cccoeiviinicniiee 20% 75% 29% 7% 24% 24%
ENnergy .....ccooeieiiiiis 5% 6% 14% 7% 6% 6%
Communication services ........... 3% 4% 3% 6% 3% 4%
Industrials.........c.cocevviiiiniicnnns 3% - 12% 5% 3% 4%
ULIIIGIES oo 3% 15% 3% 16% 4% 4%
Consumer discretionary............. 2% - 6% 7% 2% 3%
Materials ........ccceveveeiiiiiiniinene - - 11% 2% 1% 1%
Consumer staples .........ccccoueee.. 1% - 3% 4% 1% 1%
Information technology .............. - - 13% 27% 2% 3%
Health care - - 4% 8% 1% 1%
Real estate 1% - 2% 11% 1% 1%
Total (%) 100% 100% 100% 100% 100% 100%
$ 45252 $ 3307 $ 4881 $ 886 $ 54326 $ 52543

Total ($)eeeeeeeeieneriereseeie s

Investment credit quality

The tables below of credit ratings in our portfolio illustrate the credit quality of our fixed income securities
and preferred stocks, respectively, as at March 31, 2025 and December 31, 2024.

Credit rating! — bonds

As at March 31, 2025

As at December 31, 2024

(in millions of dollars, except as Percent of Percent of
otherwise noted) Carrying value carrying value Carrying value carrying value
$ 1,896.4 43.0% $ 1,607.2 39.8%
1,338.9 30.3% 1,206.3 29.8%
A e 668.1 15.1% 654.4 16.2%
BBB....oiieiiiiee et 349.8 7.9% 353.5 8.7%
BB or not rated 162.4 3.7% 221.7 5.5%
$ 4,415.6 100.0% $ 4,043.1 100.0%

Total bonds

1Using DBRS ratings.

Credit rating’ — preferred stocks

As at March 31, 2025

As at December 31, 2024

(in millions of dollars, except as Percent of Percent of
otherwise noted) Carrying value carrying value Carrying value carrying value
$ 297.3 89.9% $ 296.4 90.8%
334 10.1% 30.1 9.2%
$ 330.7 100.0% $ 326.5 100.0%

Total preferred Stocks.........ccccceeveunnes

1 Using DBRS ratings.
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We monitor the credit ratings of investments within our investment portfolio on an ongoing basis and take
the necessary actions, in an attempt to ensure that a high level of quality is maintained. As at March 31,
2025, this resulted in 88.4% (December 31, 2024: 85.8%) of the bonds in the portfolio being rated “A-”" or
better and 89.9% (December 31, 2024: 90.8%) of the preferred stocks in the portfolio being rated “P2L” or
better. “A-” and “P2L” represent the ratings provided by DBRS for high-grade bonds and preferred stocks,
respectively.

Investment portfolio region of issuer

The geographic mix of our investment portfolio as at March 31, 2025 and December 31, 2024 is as follows:

As at March 31, 2025 As at December 31, 2024

(in millions of dollars, except as Percent of Percent of
otherwise noted) Carrying value carrying value Carrying value carrying value
CaNAdA ....vvvvvveviiiiiiiiiiiiii $ 5,186.7 954% $ 4,927.8 93.8%
United States........cccocoveveevieerienineenns 188.5 3.5% 251.6 4.8%
EUrope ... 31.0 0.6% 42.0 0.8%
(0]111=) ST 26.4 0.5% 329 0.6%
TOMAl oo $ 5,432.6 100.0% $ 5,254.3 100.0%

Our investment portfolio is concentrated mainly in Canada. Our estimated exposure to foreign exchange
risk is outlined in Section 11 — “Risk management and corporate governance” of our MD&A for the year
ended December 31, 2024.

GOODWILL AND INTANGIBLE ASSETS
Goodwill and intangible assets increased as at March 31, 2025 due primarily to the goodwill and intangible

assets arising from the broker acquisition completed during the first quarter of 2025.

INSURANCE CONTRACT LIABILITIES

The composition of our insurance contract liabilities as at March 31, 2025 and December 31, 2024 is as
follows:

As at As at
March 31, December 31,

(in millions of dollars) 2025 2024 Change

Premiums receivable............coooiiiiiiiiiii $ (1,339.4) % (1,431.00 $ 91.6
Unearned PremMiUMIS ... ...ic i ieeeeiiiee e et e ettt ettt e e e e e e aeeee s 2,054.7 2,134.5 (79.8)
Unearned premiums re€CEIVEM. ........cueieiiiiieiiieeeriieie s et e e 715.3 703.5 11.8
Unamortized insurance acquisition cash flows...............cc.ccccoveeeieneenn.n. (378.5) (339.2) (39.3)
ONErOUS 0SS PIOVISION .........oveeeeieeeeeeee e 7.6 13.8 (6.2)
Provision for unpaid claims and other directly attributable payables ..... 3,240.1 3,225.2 14.9
TOAL. oottt $ 35845 $ 36033 $ (18.8)

Insurance contract liabilities as at March 31, 2025 decreased from December 31, 2024, driven by the timing
of premium tax payments.
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The level of prior year claims development and the impact on the claims ratio by fiscal year, are as follows:

For the three
months ended
March 31 For the year ended December 31"

(in millions of dollars,

except as otherwise
noted) 2025 2024 2023 2022 2021 2020 2019 2018 2017 2016 2015

(Favourable) adverse
development on
prior year claims,
undiscounted® ...... $ (20.8) $ (675 $ (630) $ (863) $ (7600 $ (296) $ (379 $ (188) $ 326 $ (401) $ (73.1)

Impact on claims
ratio®.....oooeees (2.1%) (1.8%) (1.8%) (2.7%) (2.7%) (1.2%) (1.6%) (0.8%) 1.5% (2.1%) (3.8%)

Notes:

(1) 2015-2021 under IFRS 4 - Insurance Contracts. 2022-2025 under IFRS 17 - Insurance Contracts.

(2) Prior year (favourable) adverse claims development is a non-GAAP financial measure.

(3) Claims ratio is a non-GAAP ratio.

Refer to Section 11 — “Supplementary Financial Measures and Non-GAAP Financial Measures and Ratios” for more information on supplementary
financial measures, non-GAAP financial measures, and non-GAAP ratios.

SECURITIES SOLD UNDER REPURCHASE AGREEMENTS

During the first quarter of 2025, we entered into repurchase agreements to manage short-term cash flow
requirements. Transactions through the repurchase agreements represent short-term funding transactions
where we sell securities to major Canadian financial institutions and subsequently repurchase them on a
specified date in the future.

EQUITY

Equity attributable to common shareholders increased by $48.5 million, or 1.5%, as at March 31, 2025,
driven by operating net income generated in the first quarter of 2025.

On February 13, 2025, the Board declared a $0.1875 per share dividend, paid on March 26, 2025 to
shareholders of record at the close of business on March 12, 2025, representing an increase of 17.2% from
the previous quarter. On May 8, 2025, the Board declared a $0.1875 per share dividend, payable on June
26, 2025 to shareholders of record at the close of business on June 12, 2025.
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6 — SUMMARY OF QUARTERLY RESULTS

For the three months ended

(in millions of dollars March 31, December  September June 30, March 31, December September  June 30,
except as otherwise 2025 31, 2024 30, 2024 2024 2024 31,2023 30,2023 2023
noted)
Gross written

premiums® ................. $ 1,030.1 $ 1,109.5 $ 11433 $1,239.7 $ 9556 $1,033.2 $ 1,040.0 $ 1,085.1
Insurance revenue......... 1,111.9 1,124.9 1,095.5 1,046.1 991.9 1,003.8 984.1 954.9
Net underwriting

revenue®.............c....... 1,001.8 1,006.0 981.8 949.4 905.3 922.4 903.6 877.5
Underwriting income

(105S)@ ..o, 55.0 97.0 (33.1) 93.7 54.8 87.0 (22.8) 41.2
Combined ratio®............ 94.5% 90.3% 103.4% 90.1% 93.9% 90.6% 102.5% 95.3%
Net investment income... 49.8 51.1 49.0 49.9 48.2 49.4 46.3 42.8
Distribution income®...... 11.0 11.4 15.8 17.2 10.0 8.8 11.2 9.8
Operating net income® .. 75.9 110.4 14.6 109.1 76.1 101.0 18.0 65.1
Net income (loss)........... 92.8 1175 106.3 105.4 105.7 226.4 (46.2) 72.2
Net income (loss)

attributable to common

shareholders................ 92.0 116.6 104.8 103.8 105.2 225.9 (48.3) 71.6
Earnings (loss) per
common share (in dollars)

BasiC .....ccoovveeeiiiiees $ 081 $ 102 % 091 $ 090 $ 0.92 $ 196 $ (042 $ 0.62
Diluted .......ceeevvvrenns $ 079 $ 100 $ 090 $ 089 % 0.90 $ 194 $ (042 $ 0.61

Notes:

(1) Gross written premiums is a supplementary financial measure.

(2) Net underwriting revenue, underwriting income (loss), distribution income, and operating net income are non-GAAP financial measures.

(3) Combined ratio is a non-GAAP ratio.

Refer to Section 11 — “Supplementary Financial Measures and Non-GAAP Financial Measures and Ratios” for more information on supplementary
financial measures, non-GAAP financial measures, and non-GAAP ratios.

The P&C insurance business is seasonal in nature, resulting in generally fewer premiums written in the first
guarter, and is also impacted by weather-related catastrophe losses which have historically been higher
during the second and third quarters. Distribution income in the first quarter is seasonally lower and includes
volatility from prior year contingent profit commission settlements. Results are further impacted by
fluctuations in investment gains and losses. As such, net income (loss) may vary significantly between
quarters.

The third quarters of 2024 and 2023 were impacted by significant levels of catastrophe losses, which
impacted the claims ratio by 17.3 percentage points and 13.5 percentage points, respectively.
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7 — LIQUIDITY AND CAPITAL RESOURCES
CAPITAL MANAGEMENT
Capital position

Our regulated P&C insurance subsidiaries are well capitalized on an individual basis, with capital levels in
excess of regulatory supervisory minimum levels and our internal capital action levels. Management actively
manages the Minimum Capital Test (“MCT”) of the Company’s insurance subsidiaries with an intent to
remain within our expected operating range. The table below shows the consolidated regulatory capital
position as at March 31, 2025 and December 31, 2024 for Definity Insurance Company (“Definity
Insurance”) and the financial capacity of the Company.

As at As at
S ] March 31, December 31,
(in millions of dollars, except as otherwise noted) 2025 2024
MCT Q0D .ottt ettt ettt ettt e te et e et et e et et enteteeteete et ete st ensereeaeeteeteetens 215% 204%
Excess capital for Definity INSUrANCE® ............ccceviveiiieicicieeeee e $ 184.2 $ 110.1
Additional capital at Definity Financial Corporation®................ccceverviveriieesiiesieeseeenens 527.9 487.2
TOtAl EXCESS CAPILAL. ... eeie ittt e bt e et e s $ 712.1 $ 597.3
Leverage Capacity at targel .......ouueeiiiiieiiiie ettt $ 1,194.2 $ 1,168.7
Less: debt OULSTANAING .....coiviiiiiiiie e e (114.3) (114.3)
LEVErage CAPACIEY™.........cvciriiviietieciete ettt sttt aere $ 1,079.9 $ 11,0544
FINANCIAl CAPACIEY™ .......cveiveiveeieiee ettt ettt ettt ettt neeteeteete et et e e e s ereeteeaesteeaees $ 1,792.0 $ 1,651.7

Notes:

(1) Consolidated Definity Insurance.

(2) Excess capital measured at 190% MCT for Definity Insurance.

(3) Additional capital at Definity Financial Corporation measured as available cash and investments in Definity Financial Corporation and its non
insurance company subsidiaries.

(4) Leverage capacity and financial capacity are supplementary financial measures. For more information, refer to Section 11 — “Supplementary
Financial Measures and Non-GAAP Financial Measures and Ratios”.

The financial capacity as at March 31, 2025 increased from December 31, 2024 due primarily to capital
generated from operating net income and recognized gains on investments. These were partially offset by
ongoing deployment of capital for broker acquisitions, and disciplined deployment of capital to support our
organic growth and dividend priorities.

NCIB

On May 8, 2025, our Board approved the renewal of the NCIB, subject to the approval of the Toronto Stock
Exchange, which has not yet been obtained. Under the current NCIB, we are authorized to purchase up to
3,476,781 common shares, representing 3% of our issued and outstanding common shares during the
period commencing May 31, 2024 and ending May 30, 2025. As at March 31, 2025, no common shares
had been repurchased and cancelled under the NCIB.
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FINANCIAL STRENGTH AND ISSUER RATINGS

Issuer and financial strength ratings have been assigned to Definity, and its subsidiary Definity Insurance,
by maijor credit rating agencies. The ratings are reflective of Definity’s strong capitalization and liquidity,
extensive distribution network, and established enterprise risk management framework. The ratings are
indicative of Definity’s ability to meet its obligations to policyholders, creditors, and others.

Credit
Rating
Agency Rating QOutlook Date
Financial strength ratings
Definity INSUraNCe .......ooiiiiiiiiiieeeeee e AM Best A (Excellent)  Stable January 29, 2025
Definity INSUraNCe .......coiiiiiiiiiieeeieee e DBRS A Stable June 25, 2024
Issuer rating
DefiNitY ..oveiiiiieiic DBRS BBB (high) Stable June 25, 2024
CASH FLOWS

As at March 31, 2025, we had $151.0 million (December 31, 2024: $322.1 million) of cash and cash
equivalents and $109.6 million (December 31, 2024: $97.4 million) of short-term investments. We also have
a highly liquid investment portfolio comprised of actively-traded securities, including Canadian fixed income
investments issued or guaranteed by domestic governments, investment-grade corporate bonds, publicly-
traded Canadian and foreign equities, and pooled funds. We believe that our internal resources will provide
sufficient funds to fulfill our operating cash requirements during the next 12 months. Our liquidity policy
seeks to ensure that we have sufficient cash and liquid resources to meet our financial obligations and to
support our future growth initiatives, and that excess cash is appropriately invested.

The Company and certain of its subsidiaries have access to an $800 million unsecured committed credit
facility. The credit facility has a term ending on July 23, 2029, contains certain covenants, and incorporates
pricing adjustments that are linked to meeting certain sustainability targets. As at March 31, 2025, an
amount of $114.3 million (December 31, 2024: $114.3 million) had been drawn under this credit facility. As
at May 8, 2025, we remained in compliance with the covenants.
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A summary of cash flows for the three months ended March 31, 2025 and 2024 is as follows:

Three months ended March 31,

(in millions of dollars) 2025 2024
Operating activities
Net cash used in operating aCtVItIES ...........coiuiiiiiiieiiiiee e $ (73.1) $ (149.2)
Investing activities
Investments purchased, net of iNvestments SoId............ccoovveriiieiiieeee e (120.5) 194.4
Commercial 10aNnS COIECIEM ...........coiiiiiiiiie e 0.6 0.4
Purchases of intangible assets and property and equipment ...........ccccooccuvvieeeennnnee (30.7) (30.2)
Business acquisitions, net of cash acquIred...............c.ccovcruerevererereeeeececeeeeenenans (39.0) (59.0)
Net cash (used in) provided by investing activities ............cccceevvveveveeeereeeeerevceenens (189.6) 105.6
Financing activities
Dividends paid 0N COMMON SNAIES .........cocuveiiiiiieiie e (21.1) (18.5)
Dividends paid to Nnon-controlling iNtEreStS..........ccuuieiiiier e (0.6) (0.9)
Common shares purchased and held in trust...........cccoovviieniieeee e (11.9) (4.1)
Demutualization PaYMENTS.........coiiiiiiiii ettt (7.3) (14.5)
Net proceeds from securities sold under repurchase agreements...............ccccceeuee. 100.9 100.2
EQUILY SUDSCIIDHONS ........veveviececeeeetetetetceses ettt s e e et aees s st tetes s s st essaesnnees 16.8 -
Net cash provided by financing aCtVItIes.............ccccovevevevereceeeeeee e 76.8 62.2
Net (decrease) increase in cash and cash equivalents, and restricted cash................ $ (185.9) % 18.6

Cash used in operating activities in the first quarter of 2025 decreased compared with the same period in
2024, driven by higher premiums collected and lower income tax payments, partially offset by higher claims
and underwriting expenses.

Cash provided by financing activities includes net distributions of cash benefits of the demutualization
allocable to Lost Recipients. A portion of the eligible policyholders in our demutualization became Lost
Recipients as defined in the plan setting out the terms for the conversion of Definity Insurance (“Conversion
Plan”) because their address was unknown at the time that benefits were distributed or because they did
not act upon their demutualization benefits within six months of the date on which those benefits were sent.
Pursuant to the Conversion Plan, the entitlement of any remaining Lost Recipients ceased on the Lost
Recipient Claim Deadline of October 23, 2024, being 35 months following completion of demutualization.

Definity has made sustained efforts over several years to effect distribution of demutualization benefits to
Lost Recipients, including an administrative processing period following the Lost Recipient Claim Deadline
to complete the distribution. This administrative processing period concluded in the three months ended
March 31, 2025. Shares issued to Lost Recipients were cancelled and cash benefits being held on behalf
of Lost Recipients have been transferred from the depositary agent to Definity Insurance. We believe that
the return of restricted cash is non-taxable and accordingly $7.5 million has been recorded in the period
directly to retained earnings in the Company’s interim consolidated financial statements. In total, $157.5
million has been recorded as an increase in retained earnings since the Lost Recipient Claim Deadline.
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8 — INTERNAL CONTROL OVER FINANCIAL REPORTING (ICFR) AND
DISCLOSURE CONTROLS AND PROCEDURES

We are responsible for establishing and maintaining a system of disclosure controls and procedures to
provide reasonable assurance that all material information relating to the Company is reported to
management on a timely basis so that information used internally and disclosed externally is complete and
reliable.

We are also responsible for establishing and maintaining adequate internal controls over financial reporting
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of interim
consolidated financial statements for external purposes in accordance with International Financial
Reporting Standards.

In designing such controls, it should be recognized that due to inherent limitations or changes in conditions,
any control system, no matter how well designed and operated, can provide only reasonable assurance of
achieving the desired control objectives.

CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTING

There were no changes in the Company’s internal control over financial reporting in the first three months
of 2025 that materially affected, or are reasonably likely to materially affect the Company’s internal control
over financial reporting.
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9 — CRITICAL ACCOUNTING JUDGMENTS, ESTIMATES, AND
ASSUMPTIONS

The preparation of our consolidated financial statements in conformity with IFRS requires management to
make judgments, estimates, and assumptions that can materially affect the reported amounts of assets,
liabilities, and the disclosure of contingent assets and liabilities as at the reporting date, and the reported
amounts of revenues and expenses during the period. Actual results could differ materially from these
estimates. Although some variability is inherent in these estimates, management believes that the amounts
provided are reasonable. Refer to Note 2 — “Summary of material accounting policies” of our audited
consolidated financial statements for the year ended December 31, 2024 for a summary of our material
accounting policies.

The most complex and material judgments, estimates, and assumptions used in preparing our consolidated
financial statements are discussed in Note 4 — “Material accounting judgments, estimates, and
assumptions” of our audited consolidated financial statements for the year ended December 31, 2024.

During the first three months of 2025, there were no material changes to our critical accounting policies,
judgments, estimates, or assumptions.

FUTURE ACCOUNTING AND REPORTING CHANGES

IFRS standards issued but not yet effective are discussed in Note 3 — “Standards issued but not yet
effective” of our audited consolidated financial statements for the year ended December 31, 2024.
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10 — RISK MANAGEMENT AND CORPORATE GOVERNANCE

OVERVIEW

Our risk management culture is founded on the belief that risk management is integrated into everyone’s
responsibilities. A strong risk management culture contributes to making sound business decisions, both
strategically and operationally. Our corporate governance and enterprise risk management frameworks are
designed to provide reasonable assurance that:
(i) our business is understood from a risk perspective and our actions are consistent with our
governing objectives, risk management capabilities, risk-taking capacity, and risk appetite; and
(i) we maintain an appropriate risk and reward balance to protect us from events that have the
potential to materially impair our financial strength or our achievement of business objectives.

Our enterprise risk management framework is rooted in the understanding that we are in the business of
taking risk for an appropriate return. Balancing risk and reward is achieved through dynamic alignment
between business strategy and risk appetite, diversifying risk, seeking appropriate compensation for risk,
managing risk through preventive, detective, and mitigating controls, and transferring risk to third parties,
where appropriate. We have an integrated approach to the identification, assessment, monitoring, reporting
and mitigation of risks across the organization, including emerging risks. All identified top and emerging
risks are assessed relative to their potential impact on our corporate strategy, competitive position,
operational results, reputation, and financial condition.

The Board, directly or through its Risk Review Committee, oversees the effective implementation of the
enterprise risk management framework providing challenge, advice and guidance to senior management
to confirm appropriate risk management policies are in place, the effectiveness and outcomes of risk
management processes and the decisions and actions of senior management are consistent with our
business plans, strategy, and risk appetite. Regular reports on our risk profile, including significant risks,
risk appetite exposures, and significant exceptions to risk management policies and controls, are provided
to senior management, the Board, and its committees.

The key risks we manage include insurance, financial, operational, and strategic risks, which are explained
in greater detail in our MD&A for the year ended December 31, 2024. Although we described those risks
that we believed to be material, other risks and uncertainties exist.
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11 — SUPPLEMENTARY FINANCIAL MEASURES AND NON-GAAP
FINANCIAL MEASURES AND RATIOS

We measure and evaluate performance of our business using a number of financial measures. Among
these measures are the “supplementary financial measures”, “non-GAAP financial measures”, and “non-
GAAP ratios” (as such terms are defined under Canadian Securities Administrators’ National Instrument
52-112 — Non-GAAP and Other Financial Measures Disclosure). These supplementary financial measures
are calculated using amounts in, or components of line items in, our interim consolidated financial
statements; however, they are not themselves disclosed in our interim consolidated financial statements.
The non-GAAP financial measures in this MD&A are derived from one or more financial measures disclosed
in our interim consolidated financial statements, and the non-GAAP ratios have at least one of those non-
GAAP financial measures as a component, and in each case are not standardized financial measures under
GAAP. The supplementary financial measures, non-GAAP financial measures, and non-GAAP ratios in this
MD&A may not be comparable to similar measures presented by other companies. These measures should
not be considered in isolation or as a substitute for analysis of our financial information reported under
GAAP.

These supplementary financial measures, non-GAAP financial measures, and non-GAAP ratios are used
by financial analysts and others in the P&C insurance industry and facilitate management’s comparisons
to our historical operating results in assessing our results and strategic and operational decision-making.

Supplementary Financial Measures:

Book value per share The Company’s equity attributable to common shareholders
divided by the total common shares outstanding, net of
shares held in trust, as at the balance sheet date.

Catastrophe losses An event causing gross losses in excess of $2 million, and
generally greater than 100 claims, or a single claim with a
gross loss in excess of $5 million. Catastrophe losses are
presented net of reinsurance recoveries and exclude losses
from exited lines. In 2024, the single claim threshold was a
gross loss in excess of $3 million.

Financial capacity The sum of excess capital and leverage capacity.

Gross written premiums (“GWP”) The total premiums from the sale of insurance during a
specified period including premiums assumed and excluding
exited lines.

Underwriting loss from exited lines Underwriting income or loss from exited lines. Lines are

classified as exited after we have made a formal decision to
exit a specific line of business and/or geographical area of
operations. This can be due to profitability concerns or other
strategic reasons. The results of these lines are no longer
part of the core business and are therefore considered non-
operating.

Leverage capacity The estimated amount of financial leverage available
assuming a target capitalization level of 25% of total debt,
preferred shares, and hybrids.
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Non-GAAP Financial Measures:

Net underwriting revenue Insurance revenue less earned reinsurance premiums,
excluding those from exited lines. This financial measure is
used to calculate the claims, expense, and combined ratios
and is used to calculate underwriting income.

Below is a quantitative reconciliation of net underwriting revenue for the three months ended March 31,
2025 and 2024:

Three months ended March 31,

(in millions of dollars) 2025 2024

INSUFANCE TEVENUE ...ttt e e nme e e e e nee e $ 1,111.9 $ 991.9

Earned reinsurance premiums® .. ....ccoeieiiiiec ettt (102.0) (86.6)

Remove: impact of eXited INES ...........cccccviviveveuiiieecicieieees e (8.1) -

NEt UNAEIWILING FEVENUE ..........vvvvrececececeeeetete ettt es s $ 1,001.8 $ 905.3
Notes:

(1) Included in Net expenses from reinsurance contracts held in our interim consolidated financial statements.

Net claims and adjustment expenses Claims and adjustment expenses (excluding the impact of
discounting and risk adjustment) and gains or losses on
onerous insurance contracts, net of amounts recoverable
from reinsurers for incurred claims, excluding those from
exited lines. This financial measure is used to calculate
underwriting income and the claims ratio.

Below is a quantitative reconciliation of net claims and adjustment expenses for the three months ended
March 31, 2025 and 2024:

Three months ended March 31,

(in millions of dollars) 2025 2024

Claims and adjustment expenses® @ ... $ 714.3 $ 634.8

Impact of onerous insurance contracts® ...........cccccccoeveiiinenn. . (6.2) (1.8)

Claims recoverable from reinsurers for incurred claims®® ..............ccccoccvivveieienen. (56.7) (66.6)

Remove: IMPact Of @XItEA INES ............coviiieeeeeieeeees e (8.2) -

Net claims and adjuStMENt @XPENSES...........cceueverevevrreeeeeeeeieiesesesesesenenereeeeae e sesnas $ 643.2 $ 566.4
Notes:

(1) Included in Insurance service expenses and Other expenses in our interim consolidated financial statements.
(2) Excludes the impact of discounting and risk adjustment.

(3) Included in Insurance service expenses.

(4) Included in Net expenses from reinsurance contracts held in our interim consolidated financial statements.

Core accident year claims and Net claims and adjustment expenses less catastrophe
adjustment expenses losses and prior year claims development. Management
uses core accident year claims and adjustment expenses to
describe the changes in the claims ratio period over period.
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Prior year claims development The difference between prior year-end estimates of ultimate
claim costs (excluding the effects of discounting, the risk
adjustment for non-financial risk, and exited lines) and the
current estimates for the same block of claims. A favourable
development represents a reduction in the estimated
ultimate claim costs during the period for that block of claims.
Management uses prior year claims development to
describe the changes in the claims ratio period over period.

Below is a quantitative reconciliation of prior year claims development for the three months ended March
31, 2025 and 2024:

Three months ended March 31,
(in millions of dollars) 2025 2024

Changes in fulfilment cash flows relating to the liabilities for incurred claims® $ (21.4) $ 6.5
Changes to amounts recoverable for incurred claims@..........ccccoveeveveveceeceiie e, (0.8) (19.7)
Remove: discounting included above............c.cccueiiiiiiiiiiiiii (14.5) (17.0)
Remove: risk adjustment included above............ccccuviieeeeiiiiiiier e 16.0 18.8
Remove: impact of eXited INES ............cccccviviveveriiiececicieeeee e (0.1) -

Prior year claims deVEIOPMENt..............ccciuiuiueuereieeeseseeeeeeeete et $ (20.8) % (11.4)

Notes:
(1) Included in Insurance service expenses in our interim consolidated financial statements.
(2) Included in Net expenses from reinsurance contracts held in our interim consolidated financial statements.

Net underwriting expenses Net underwriting expenses consist of net commissions, net
operating expenses, and net premium taxes. This financial
measure is used to calculate underwriting income and the
expense ratio.

Below is a quantitative reconciliation of net underwriting expenses for the three months ended March 31,
2025 and 2024:

Three months ended March 31,

(in millions of dollars) 2025 2024

NEE COMMUSSIONS ...ttt et e et $ 147.2 $ 133.8
NEt OPEIatiNgG EXPENSES. ...cciiuiiiieitiie et ettt et ee et e et e e sab e e e st e e e bb e e e s snbeeeanbeeeanaeens 118.8 116.4
Net premium taxes ............... 37.6 33.9
Net underwriting expenses ... $ 303.6 $ 284.1
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Net commissions Commissions expense less commissions earned on ceded
reinsurance, excluding commissions associated with exited
lines. This financial measure is used to calculate net
underwriting expenses and underwriting income.

Below is a quantitative reconciliation of net commissions for the three months ended March 31, 2025 and
2024:

Three months ended March 31,

(in millions of dollars) 2025 2024

COMMISSIONSD ..ottt ettt ettt et st e st e s eseeas et $ 165.0 $ 148.1

Commissions earned on ceded reinsurance®...............cccceeevveeieeeeeecece e (18.6) (14.3)

Remove: impact Of @XItEd INES .........c.cuievieeeeeee ettt 0.8 -

NEE COMMUSSIONS ...ttt ettt e e ettt e st e st e e e et sese et eenenesssaaees $ 147.2 $ 133.8
Notes:

(1) Included in Insurance service expenses in our interim consolidated financial statements.
(2) Included in Net expenses from reinsurance contracts held in our interim consolidated financial statements.

Net operating expenses General expenses related to our underwriting activities,
excluding general expenses associated with exited lines.
This financial measure is used to calculate net underwriting
expenses and underwriting income.

Below is a quantitative reconciliation of net operating expenses for the three months ended March 31, 2025
and 2024:

Three months ended March 31,

(in millions of dollars) 2025 2024
Operating expenses®............ $ 121.7 $ 116.4
Remove: impact of exited lines . (2.9) -
NEt OPEIAtING EXPENSES ........c.curvivivieeeerereseseseresreessaetssesesesesesesesseesesesesesesesesneserasasaes $ 118.8 $ 116.4
Notes:
(1) Included in Insurance service expenses in our interim consolidated financial statements.
Net premium taxes Tax on insurance premiums excluding premium taxes

associated with exited lines. This financial measure is used
to calculate net underwriting expenses and underwriting
income.

Below is a quantitative reconciliation of net premium taxes for the three months ended March 31, 2025 and
2024:

Three months ended March 31,
(in millions of dollars) 2025 2024

Premium taxes®.................... $ 38.0 $ 33.9
Remove: impact of exited lines. 0.4) -
NEL PIEMIUM TAXES ....veeeevevveteeeeeeeeeetetetete e e s et eeees sttt es s s e ss et e sesesess s s eseseaese e enans $ 37.6 $ 33.9

Notes:
(1) Included in Insurance service expenses in our interim consolidated financial statements.

- 37 -



definity:.

Management’s Discussion and Analysis
For the first quarter ended March 31, 2025

Underwriting income Net underwriting revenue for a defined period less the sum
of net claims and adjustment expenses, net commissions,
net operating expenses, and net premium taxes during the
same period. Underwriting income excludes the underwriting
results from exited lines. Management uses underwriting
income to measure and evaluate the underwriting
performance of the business. Management believes
underwriting income is useful information for investors for
such purpose. Although they may calculate it in a different
manner, underwriting income is commonly used by other
insurers and analysts in the P&C insurance industry.

Below is a quantitative reconciliation of underwriting income for the three months ended March 31, 2025
and 2024:

Three months ended March 31,

(in millions of dollars) 2025 2024

NEt UNAEIWIILING FEVENUE ....cceeiiiiiiiiie ettt e e ettt e e e e et e e e e e e s nbaaeaeeeeens $ 1,001.8 $ 905.3

Less:
Net claims and adjuStmENt EXPENSES..........uuvieieiiiiiieiieeeeieiiier e e e e s re e e e e s nenaeeeeas 643.2 566.4
NEL COMMUSSIONS ...oeiiiiiiiiiiii ettt e e e e e e e et b e e e e e s ssabe e e e e e s ennenbeeeeas 147.2 133.8
Net OPErating EXPENSES .....cciuuiieiiiiee ettt ettt e ettt ettt e et e e abe e e e abe e e s rabeeeanbeeeeas 118.8 116.4
NEt PrEMILUM TAXES.......vevieiiveeiititeeieteiete ettt ese et se b sbe s e s se s ebe e e senssbesessesesnas 37.6 33.9

$ 55.0 $ 54.8

Underwriting income

Net underwriting revenue, net claims and adjustment expenses, prior year claims development, net
underwriting expenses, and underwriting income by line of business is as shown in the following tables for
the three months ended March 31, 2025 and 2024

Three months ended March 31, 2025

(in millions of dollars) Personal auto Personal property Commercial lines Total

Net underwriting revenue..................... $ 4282 3% 283.2 $ 290.4 $ 1,001.8
Net claims and adjustment expenses... 307.0 169.5 166.7 643.2
Prior year claims development............. (3.4) (11.2) (6.2) (20.8)
Net underwriting expenses .................. 110.6 96.9 96.1 303.6
Underwriting inCome ............coceevevevnnn. 10.6 16.8 27.6 55.0

Three months ended March 31, 2024

(in millions of dollars) Personal auto Personal property Commercial lines Total

Net underwriting revenue..................... $ 3857 $ 260.7 $ 258.9 $ 905.3
Net claims and adjustment expenses... 273.1 143.9 149.4 566.4
Prior year claims development............. 3.2) (5.3) (2.9) (11.4)
Net underwriting expenses .................. 101.7 93.3 89.1 284.1

10.9 23.5 20.4 54.8

Underwriting income
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Operating income

Non-operating gains (losses)

Operating net income

Net income (loss) attributable to common shareholders
excluding income tax expense (recovery) and non-operating
gains (losses). This financial measure is used to calculate
operating net income.

Recognized gains or losses on FVTPL investments,
discounting income or expense, risk adjustment income or
expense, demutualization-related expenses, less interest on
restricted cash, amortization of intangible assets recognized
in business combinations, transaction costs in business
combinations, restructuring costs, underwriting loss from
exited lines, and other expenses or revenues that in the view
of management are not part of our insurance operations.
This financial measure is used to calculate operating net
income.

Net income (loss) attributable to common shareholders less
(or plus) non-operating gains (losses) net of applicable
income taxes. Management uses operating net income to
measure and evaluate the ongoing operational performance
of the business. Management believes that operating net
income is useful information for investors for such purpose.
Although they may calculate these measures in a different
manner, operating net income and similar measures are
used by other insurers and analysts in the P&C insurance
industry.

Net income attributable to common shareholders is the most directly comparable GAAP financial measure
disclosed in our interim consolidated financial statements to operating net income, operating income, and
non-operating gains (losses). Below is a quantitative reconciliation of operating net income, operating
income, and non-operating gains (losses) to net income attributable to common shareholders for the three

months ended March 31, 2025 and 2024:
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Three months ended March 31,

(in millions of dollars) 2025 2024
Net income attributable to common shareholders ... $ 92.0 $ 105.2
Remove: iNnCome tax eXPENSE.........cccveveeveevrverennn. . 30.3 34.7
INCOME DEfOrE INCOME TAXES ......vvvveeriees ettt e en ettt et es s eneeeeenenees $ 122.3 $ 139.9
Remove: non-operating gains (losses)
Recognized gains on FVTPL iNVESIMENTS........cccoiiiiiiieeeeiiiiiier e ssiieee e e e sienaneeens 52.2 25.0
DISCOUNTINGM ...ttt ettt ettt et et e ettt aeete et et e et et ne e ere e 31.2 28.7
Risk adjustment® ............cccoevieeieeiece s . (1.2) 5.0

Finance expenses from insurance contracts iISSUEd ..........cccvvvveeeeiiiiiiieeeeesesiiieeenn. (57.3) (16.8)
Finance income from reinsurance contracts held ...........ccoccciiiiiiniee. 5.9 1.4
Underwriting 10Ss from exited INES.........cccuuviiriieiiiiiiice e (2.6) -
Demutualization-related expenses, less interest on restricted cash@...................... (1.8) 1.2
Amortization of intangible assets recognized in business combinations®................ (6.5) (6.5)
OLNEIPG) ettt ettt ettt e ettt e et et et ereeaea 1.9 1.6
NON-0PEIAtiNG GAINS ....c.cvcvivvereieteteeeeececeee e te e ettt seseseeae sttt s s e s s seesesesesesessas $ 21.8 $ 39.6

Operating income $ 100.5 $ 100.3
Operating iNCOME tAX EXPENSE ........c.ovovevevereririieesesiseseseesssesesesesese s ssesesesesesssssesasess (24.6) (24.2)
OPErating NELINCOME.......cvvveeeieceieetetetetetetesee e ee e eeetete ettt s s ssaeaesesete s et esesenenenenes $ 75.9 $ 76.1

Notes:

(1) Included in Insurance service expenses and Net expenses from reinsurance contracts held in our interim consolidated financial statements.

(2) Included in Other expenses in our interim consolidated financial statements.

(3) Other represents miscellaneous expenses or revenues that in the view of management are not part of our insurance operations and are
individually and in the aggregate not material, such as gains or losses pertaining to fintech venture capital funds, and acquisition-related
expenses.

Distribution income Income before taxes, amortization of intangible assets
recognized in business combinations from our consolidated
brokers and broker associates, acquisition-related
expenses, and interest expense on debt. Distribution income
is calculated as distribution revenues less distribution
business expenses which is included in other expenses.
Management uses distribution income to measure the
performance of our consolidated brokers and broker
associates.

Below is a quantitative reconciliation of distribution income for the three months ended March 31, 2025 and
2024:

Three months ended March 31,

(in millions of dollars) 2025 2024

DIStrDULION TEVENUESM ..ottt $ 49.0 $ 40.4

Distribution bUSINESS EXPENSES® .........ccvvvieeeeeieieeeeeeeeeeee e (38.0) (30.4)

DIStHDULION INCOME ...ttt en et ss s s eaeas $ 11.0 $ 10.0
Notes:

(1) Distribution revenues includes commissions on policies underwritten by external insurance companies.
(2) Included in Other expenses in our interim consolidated financial statements. These amounts exclude amortization of intangible assets recognized
in business combinations and acquisition-related expenses.
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Non-GAAP Ratios:

Claims ratio

Expense ratio

Combined ratio

Return on equity (“ROE”)

Net claims and adjustment expenses during a defined period
expressed as a percentage of net underwriting revenue for
the same period. This is a relevant metric to evaluate our level
of claims activity relative to our net underwriting revenue in a
given period. Management believes claims ratio is useful
information for investors for such purpose. Although they may
calculate it in a different manner, claims ratio and similar
percentage measures are commonly used by other insurers
and analysts in the P&C insurance industry.

The total of our net commissions, net operating expenses,
and net premium taxes during a defined period, expressed as
a percentage of net underwriting revenue for the same period.
Management uses expense ratio to evaluate our net
underwriting expenses relative to our net underwriting
revenue in a given period. Management believes expense
ratio is useful information for investors for such purpose.
Although they may calculate it in a different manner, expense
ratio and similar percentage measures are commonly used
by other insurers and analysts in the P&C insurance industry.

The total of our net claims and adjustment expenses and net
underwriting expenses during a defined period expressed as
a percentage of net underwriting revenue for the same period.
Management uses combined ratio to evaluate the underlying
insurance underwriting results relative to our net underwriting
revenue in a given period. Management believes combined
ratio is useful information for investors for such purpose.
Although they may calculate it in a different manner,
combined ratio and similar percentage measures are
commonly used by other insurers and analysts in the P&C
insurance industry.

Net income attributable to common shareholders for the 12
months ended at a specified date divided by the average
equity attributable to common shareholders, adjusted for
significant capital transactions or other unusual adjustments
to equity, if applicable, over the same 12-month period. ROE
is a metric used by management to evaluate our net return,
including investment returns, relative to our overall balance
sheet position. Management believes that ROE is useful
information for investors for such purpose. Although they may
calculate it in a different manner, ROE and similar percentage
measures are commonly used by other insurers and analysts
in the P&C insurance industry.

-41 -



Management’s Discussion and Analysis

For the first quarter ended March 31, 2025

definity:.

The following table shows the components of our calculation of ROE for the periods ended March 31, 2025

and 2024:
For the 12 months ended March 31,
(in millions of dollars, except as otherwise noted) 2025 2024
Net income attributable to common shareholders .............ccccoviiiiiiinicieee $ 417.1 $ 354.5
Equity attributable to common shareholders® .............c.ccccoceeeeieiieeeeceeeeeee $ 3,368.3 $ 2,926.7
Adjustment for the return of restricted cash®@............c.cccevveveieece e $ (88.7) $ -
Adjusted equity attributable to common shareholders.............cccccovvciiiieieeeiiicinnnns $ 3,279.6 $ 2,926.7
Average adjusted equity attributable to common shareholders® .......................... $ 3,103.1 $ 2,781.9
13.4% 12.7%

REtUrn On eqUILY ........uueiiieeiiiiieiee e

Notes:

(1) Equity attributable to common shareholders is as at March 31, 2025 and 2024.
(2) The return of restricted cash was prorated for the 206 days prior to October 23, 2024.
(3) Average adjusted equity attributable to common shareholders is the average of adjusted equity attributable to common shareholders (equity

attributable to common shareholders as shown on our i

nterim consolidated balance sheets, adjusted for significant capital transactions or other

unusual adjustments to equity, if applicable) at the end of the period and the end of the preceding 12-month period. Equity attributable to common
shareholders and adjusted equity attributable to common shareholders as at March 31, 2023 was $2,637.2 million

Operating return on equity (“operating
ROE”)

Operating net income (a non-GAAP financial measure as
described above) for the 12 months ended at a specified date
divided by the average of equity attributable to common
shareholders, excluding AOCI and excluding unrealized
gains or losses on FVTPL equity instruments, adjusted for
significant capital transactions or other unusual adjustments
to equity, if applicable, over the same 12-month period.
Management uses operating ROE to measure and evaluate
our performance with respect to the periodic return that our
operational performance is providing relative to the equity
position of the organization. Management believes that
operating ROE is useful information for investors for such
purpose. Although they may calculate it in a different manner,
operating ROE and similar percentage measures are
commonly used by other insurers and analysts in the P&C
insurance industry.

The following table shows the components of our calculation of operating ROE for the periods ended

March 31, 2025 and 2024:

For the 12 months ended March 31,

(in millions of dollars, except as otherwise noted) 2025 2024
Operating NEt iNCOMIE .......ciiiiiieiiii et e et $ 310.0 $ 260.3
Equity attributable to common shareholders, excluding AOCI®...............ccccevenee. $ 3,370.1 $ 2,942.0
Adjustment for unrealized gains on FVTPL equity instruments .............cccccevevnnes $ (75.5) $ (103.6)
Adjustment for the return of restricted cash®..............ccccooovviiiiiiericee e $ (88.7) $ -
Adjusted equity attributable to common shareholders, excluding AOCI®.............. $ 3,205.9 $ 2,838.4
Average adjusted equity attributable to common shareholders, excluding AOCI®  $ 3,022.1 $ 2,738.1
10.3% 9.5%

Operating ROE..........ccoiiiiiiiieceiiee s

Notes:

(1)  Equity attributable to common shareholders, excluding AOCI is as at March 31, 2025 and 2024.

(2)  The return of restricted cash was prorated for the 206 days prior to October 23, 2024.

(3) Adjusted equity attributable to common shareholders, excluding AOCI, is equity attributable to common shareholders and AOCI each as shown on
our interim consolidated balance sheets, adjusted for significant capital transactions or other unusual adjustments to equity, if applicable, and
excluding unrealized gains or losses on FVTPL equity instruments.

(4) Average adjusted equity attributable to common shareholders, excluding AOCI, is the average of adjusted equity attributable to common
shareholders, excluding AOCI, at the end of the period and the end of the preceding 12-month period. Adjusted equity attributable to common
shareholders, excluding AOCI, as at March 31, 2023 was $2,637.8 million.
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Operating earnings per share
(“operating EPS”)

Certain other ratios

Operating net income (a non-GAAP financial measure as
described above) for the period divided by the Company’s
weighted average diluted common shares outstanding
during the period. Management uses operating EPS to
measure and evaluate our performance with respect to the
periodic return that our operational performance is providing
relative to the common shares of the organization.
Management believes that operating EPS is useful
information for investors for such purpose. Although they
may calculate it in a different manner, operating EPS and
similar percentage measures are commonly used by other
insurers and analysts in the P&C insurance industry.

In our discussion of our financial results, we disclose certain
ratios as a percentage of net underwriting revenue during a
defined period for the following financial measures: core
accident year claims and adjustment expenses, catastrophe
losses, prior year claims development, net commissions, net
operating expenses, and net premium taxes.
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12 — OUTSTANDING SHARE DATA

The Company is authorized to issue an unlimited number of common shares without nominal or par value
and an unlimited number of preferred shares issuable in series. The Company’s issued and outstanding
common shares were 115.8 million as at May 8, 2025. No preferred shares were issued and outstanding.

13 — DEFINITIONS

Refer to Section 11 — “Supplementary Financial Measures and Non-GAAP financial measures and ratios”
for definitions of supplementary financial measures, non-GAAP financial measures, and non-GAAP ratios
that we use to measure and evaluate the performance of our business.

Discounting To reflect the time value of money, the expected future
payments of claim liabilities are discounted back to present
value using risk-free yield curves adjusted to reflect the
characteristics of the cash flows and the liquidity of the
insurance contracts. The risk-free yield curves are adjusted
by an illiquidity premium using a reference portfolio to reflect
the liquidity characteristics of the insurance contracts.

Excess capital The sum of capital above 190% MCT in regulated insurance
subsidiaries and available cash and investments in
unregulated entities.

Frequency A measure of how often a claim is reported as a function of
PIF.
Large loss A single claim with a gross loss in excess of $1 million but less

than $5 million. In 2024, a large loss was considered a single
claim with a gross loss in excess of $1 million but less than $3
million.

Minimum capital test (MCT) A regulatory formula defined by the Office of the
Superintendent of Financial Institutions that is a risk-based
test of capital available relative to capital required.

Policies in force (PIF) The number of insurance policies that are in effect at a
specified date, excluding insurance policies from exited lines.

Risk adjustment The risk adjustment for non-financial risk is applied to the
present value of the estimated future cash flows, and reflects
the compensation that the Company requires for bearing the
uncertainty about the amount and timing of the cash flows
arising from non-financial risk as the Company fulfils
insurance contracts.

Severity A measure of the average dollar amount incurred per claim.
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