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Ratemaking and Basic Deductible Changes 

Deductible Change Generally 

In this 2026 General Rate Application the Corporation has applied for a relatively minor overall rate 
increase but is concurrently seeking to make cost adjustments to other products to fulfill revenue 
requirements. The adjustment to increase deductible amounts in this year’s GRA, comes just one 
year after the Corporation sought and was granted a $10 increase to driver licensing premiums in the 
2025 GRA. CMMG raised concerns last year with respect to transparency for customers, where a 
portion of the revenue requirement was obtained by product changes to avoid a higher rate increase. 
Again, in this application, the same approach is being utilized.  

The Corporation proposed to use a methodology whereby customers who are not currently extension 
customers, will be automatically transitioned to extension coverage with a requirement that they 
attend in person to their insurance broker to opt out of coverage. While CMMG does have concerns 
with customers being automatically registered for MPI extension products, the alternative where a 
customer is involved in an accident and faces a higher-than-expected deductible is problematic. 
CMMG is supportive of the process proposed by the Corporation to automatically transition 
customers to an extension product that ensures the deductible previously held by the customer 
remains consistent.  

MPI has outlined that the changes to the deductible amount will be clearly particularised in the 
notices provided to customers prior to their annual assessment.1 Despite this notification, CMMG 
continues to be concerned that some customers may not review their notices in detail enough to 
understand or be aware of the adjustment. The result being that customers may be registered for a 
product they don’t want. CMMG is supportive of MPI’s plan to update customers through social 
media updates and other publications. It is important that the messaging provided by the 
Corporation is clear and plainly states that customers will be automatically registered for extension 
product and are required to opt out to avoid fees associated with that product.  

Affordability for the Motorcycle Class 

The deductible change has been touted by the Corporation as an effort to promote affordability for 
customers. By increasing the deductible level, the Corporation has been able to reduce the overall 
basic rate ask by approximately 3%, from 5.01% to 2.07%.2 When broken down by major class, the 
evidence shows that the private passenger class enjoys a rate reduction of 2.85% whereas the 
motorcycle major class experiences a rate reduction of only .89%. The motorcycle class does not 
enjoy the same benefit as the private passenger class, as motorcycle basic coverage is limited to 
collision and third party liability only, excluding comprehensive coverage.3  The deductible change 
advertised as an affordability measure, provides only limited benefit to the motorcycle class in terms 
of affordability, while increasing costs for motorcyclists who wish to retain the same deductible level. 
In closing, Mr. Guerra for MPI noted that ‘levers were pulled’ by MPI in order to ensure affordability. 
As he then went on to note, most of those levers did not provide a significant benefit to motorcyclists. 

 
1 Transcript October 16, Pg 677 Line 19 - 25 
2 Transcript October 16, Pg 770 - 771 Line 25 – 12 and Exhibit 46 Pg 5 of 22 
3 Transcript October 16, Pg 772  - 772 Line 21 - 7 
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CMMG is concerned that given the small number of customers in the motorcycle major class as 
compared to customers in the private passenger class, the impact of proposed changes on the 
motorcycle class are overlooked.  

Interest Rate Sensitivity 

The motorcycle rate indication also continues to be heavily impacted by fluctuations in investment 
return. In this year’s application the June filing required a rate increase for motorcycles of 5.81%.By 
the time of the rate update the rate indication for motorcycles had shifted to 4.46%, although an 
adjustment based on the rate update is not being pursued by the Corporation. During the hearing, it 
was confirmed that for every shift in the New Money Yield of 10 bps, the motorcycle rate indication 
increases or decreases by .5%.4 This is almost 3 times higher than the impact for the private 
passenger class.5 While the Board has previously noted a concern with the sensitivity of the 
motorcycle rates to changes in interest rates, little action has been taken by the Corporation to 
address the issue.6 Evidence was presented by MPI that following the previous ALM Study, Mercer 
provided some examination of the duration of motorcycle liabilities. Ultimately Mercer opined that 
the duration of motorcycle liabilities were not sufficiently different from the analysis of the basic long 
portfolio to warrant further examination.7 Consequently, no further action was taken. It is often 
repeated by the Corporation that the motorcycle class benefits the most from investment income.8 
But the converse is also true, that as investment yields diminish, the required premium for 
motorcycles increases more dramatically than other classes.9 Motorcycle rates continue to 
experience a high amount of volatility related to fluctuations in interest rates. 

 

Recommendations: 

• That the Corporation be directed to provide tangible solutions to address interest rate 
sensitivity for the motorcycle class in the 2027 GRA. 
 

 

Discontinuation of the Rate Update 

There is a proposal before the Board this year to discontinue the practice of requiring MPI to file a rate 
update in future applications. MPI has also sought to set the rate indication based on the June filing 
in this year’s application rather than the rate update filed on September 25th.  

 
4 Transcript October 28, Pg 2072 Line 3-7 
5 See Part VIII – Ratemaking Overview, and MPI Exhibit 17 – RU Appendix 2 Pg 1. Determined by comparing the 
adjustment in NMY between the June filing and rate update, and the shift in private passenger indication 
between the June filing and rate update. Per change in NMY of 10bps, private passenger rate indication shifts 
by approximately .169%.  
6 PUB Board Order 176/19 Pg 115 and Directive 12 
7 Transcript October 15, Pg 452 Line 19 – Pg 455 Line 3 
8 Exhibit 65 Undertaking 17 Pg 3 
9 Transcript October 28 Pg 2073 Line 1 - 22 
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CMMG acknowledges the significant effort taken on by MPI staff in preparing the rate update. The 
analysis provided by MPI with respect to the accuracy of the forecast based on the original filing as 
compared to the update, provided helpful information as to the necessity of the process. CMMG was 
particularly persuaded by the Corporation’s evidence that the rate update has been no more 
accurate than the initial filing.10 In terms of the impact on the rate application process, the filing of 
the rate update late into the discovery process also demands increased hours for interveners to 
review and understand the implications of the updated numbers. The rate update often makes 
previous IRs irrelevant as the rate update supersedes the previous calculations necessitating 
additional questions and demanding further responses from the Corporation. 

CMMG supports the request of MPI to discontinue the requirement that a rate update be filed in every 
application, but CMMG also notes there may be fact scenarios or world events that make an update 
to the forecast reasonable or necessary for the accuracy of rate setting. CMMG proposes that the 
Board or Interveners should have recourse to request a rate update from MPI where the factual 
circumstances warrant such an update. This may occur where there have been significant changes 
in investment returns or claims data or some other relevant consideration, which would result in a 
substantially different rate indication.  

Recommendations: 

• That the Corporation’s request to discontinue the use of the rate update be approved 
with a caveat that rate updates may be required by the Board in future Applications 
where circumstances warrant it.  

 

DSR Scale Changes & Basic Insurance Model 

The DSR scale continues to be adjusted in accordance with previous directives from the PUB Board. 
CMMG is pleased to see these adjustments but remains concerned that as the discount rates for 
high DSR drivers climb, the incentive for motorists to register their vehicle with someone who is not 
the primary driver will also increase. The Corporation reported that 34% of collisions are caused by 
motorists who are not the registered owner of the vehicle which is comparable to figures provided in 
the 2022 GRA.11 CMMG intends to continue to monitor this data in future applications to examine 
whether a change occurs with the adjustments of DRS levels moving forward.  

In this GRA no further progress was made with respect to a transition to a primary driver DSR model. 
The Corporation continued to assert the position that it is unable to collect data from customers 
without legislative change. Shortly before the commencement of the hearing government introduced 
legislation seeking to enshrine the registered owner model into law. Given this proposed legislative 
change, it appears that the jurisdiction of this Board to facilitate a change to a more actuarially sound 
system will be undercut. 

The PUB provides an essential role in ensuring automotive rates for Manitoban’s are just and 
reasonable. As confirmed in the Court of Appeal decision from 2022 the PUB was determined to have 

 
10 MPI Exhibit 17 RU Appendix 1 Pg 8 of 14 
11 Part VIII – RC Appendix 6 Pg 10 
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jurisdiction to order a change in the DSR model. CMMG is concerned with the apparent removal of 
that jurisdiction, dictated by the proposed legislative change.     

 

Recommendations: 

• That PUB approve the applied for adjustments to the DSR scale. 
• A directive that MPI continue to transition DSR levels towards actuarially indicated 

discounts in the 2027 GRA. 
• That PUB issue a recommendation to the Government of Manitoba to retract the 

proposed legislative scheme to enshrine the Registered Owner model into legislation.  

 

 

Investments 

Intervener input into ALM Study 

There have been several AL Studies completed in previous years. There was an AON ALM study filed 
in the 2016 GRA. Following the completion of that study, there were a significant number of 
recommendations made, resulting in a directive for an updated study to be filed in the 2019 GRA12 as 
well as an order for a technical conference to be held on the new study.13 More recently Mercer 
completed a study in 2022 which was filed as part of the 2023 General Rate Application. Following 
that study, certain recommendations from the study were not implemented by MPI, specifically as it 
relates to real return bonds.14 Resulting from that pivot, the Corporation then reengaged Mercer for 
analysis of the basic portfolio and whether it was on the efficient frontier.   

The pattern following from previous ALM Study processes demonstrates that interveners have 
provided insightful feedback as to the methodology, assumptions and constraints within the studies 
that have been completed. Intervener feedback has led to this Board ordering the Corporation to 
facilitate updates to the study to consider the recommendations from interveners. To promote 
efficiency and proportionality, consultation with Interveners and the Board should occur prior to the 
commencement of any new study, to allow feedback with respect to the methodology undertaken by 
the external consultant.  

 

Compliance with Directive 26 Board Order 2/25 

Following the Order arising from the 2025 General Rate Application, the Corporation sought a 
variation with respect to the filing of the next ALM study as particularised in Directive 26 of Board 
Order 2/25. The Directive was varied in Board Order 29/25 to allow the Corporation to present the 

 
12 Order 130/17 Directive 17 
13 Order 130/17 Directive 18 
14 Transcript October 16, Pg 587 Line 23 – Pg 588 Line 3 
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ALM Study in the 2028 GRA, with a further stipulation that MPI may not implement a new investment 
strategy prior to examination of the ALM study by the Board and Interveners.  

During the hearing MPI floated a potential arrangement where a technical conference on the ALM 
study could be held in the Summer of 2026 potentially in August.15  During cross examination, Ms. 
Jatana confirmed that it is anticipated that approval of changes to the asset mix by the Investment 
Committee could potentially occur between November 2026 and February 202716, with 
implementation to follow thereafter. Mr. Scarfone confirmed the opinion of the Corporation, that 
where a technical conference was held in the summer of 2026 allowing review of the ALM Study, the 
Corporation would be in compliance with Directive 26.   

CMMG respectfully disagrees with the opinion of the Corporation. While a Technical conference 
provides opportunity for stakeholders, including interveners, to learn, ask questions and provide 
feedback on a specific issue, the PUB Board panel has not historically attended these conferences.  
Without the opportunity for the Board to examine the ALM study, MPI will not be in compliance with 
Directive 26. Further, it is notable that a technical conference does not provide the opportunity for 
cross examination of witnesses and does not result in directives being issued. As a result, a technical 
conference provides an information sharing and round table discussion that is not supported by 
directives to the Corporation. It is the position of CMMG that before implementation of a new asset 
mix by the Corporation, that the ALM study must be examined in the course of a general rate 
application.  

 

ALM Technical Conference 

CMMG is open to a technical conference being held on the ALM study. A technical conference on the 
issue will assist stakeholders in gaining a deeper understanding of the study outside of the pressures 
of the rate application process. MPI’s proposed timeline for the technical conference to occur in or 
around August of 2026 appears to be scheduled in consideration of presentation to the Investment 
Committee for approval of asset mixes between November 2026 and February 2027. Whether or not 
a technical conference occurs during the proposed time period, a fulsome examination of the ALM 
study will not have been facilitated before this Board before the potential presentation to the 
Investment Committee in late 2026 or early 2027. It is CMMG’s position that the intention of Directive 
26 of Board Order 2/25 (as varied in Board Order 29/25) was to ensure that fulsome examination of 
the upcoming ALM study had been completed before a final decision is made by MPI with respect to 
asset mixes. Where asset mix decisions have been finalized by the Investment Committee before 
review of the ALM Study in the 2028 GRA, this Board will be in a position only to retroactively review 
and comment on the ALM Study and the decisions of the Investment Committee.  

The proposed schedule from MPI for a technical conference in or around August 2026 would also 
interfere with the IR process of the 2027 General Rate Application. To allow reasonable opportunities 
for all parties to prepare for such a conference, a timeline that does not conflict with the 2027 GRA is 

 
15 Transcript October 16, Pg 638 Line 11-16 
16 Transcript October 16, Pg 641 Line 5-17 
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better suited. A technical conference held in February or March of 2027 would allow all parties to 
fully participate, and the results of the conference would be available for filing for the 2028 GRA.  

 

Shadow Portfolios 

The Shadow Portfolios were developed after completion of the 2018 Mercer ALM Study and after the 
asset selections were made by the Corporation following that study. Following the presentation of 
the revised ALM study in the 2019 GRA, the Board noted that the Corporation may have “forgone an 
opportunity to hedge against long-term risks by rejecting RRBs and reducing real assets”.17 To 
examine this possibility, the Board directed the Corporation to develop Shadow Portfolios, the results 
of which were expected to assist “in determining whether the portfolio selected by the Corporation 
provided optimal returns”.18 Through the Shadow Portfolios the Board intended to create a test case 
to evaluate the wisdom, or lack of wisdom, of the Corporation’s selected asset mix. The Shadow 
Portfolios were developed in 2020.19 Since their development, the Corporation has been forced to 
acknowledge that the policy portfolio has underperformed as compared to both Shadow Portfolios 1 
and 2.20 To be more specific, Shadow Portfolio 2 took comparable risk to the policy portfolio while 
generating higher returns.21 Shadow Portfolio 1 took on less risk while generating comparable returns 
as compared to the policy portfolio.22 The Corporation’s statement at the commencement of this 
hearing that the AL study has been “highly effective”, fails to consider the opportunity costs resulting 
from the self imposed constraints on the basic portfolio.23  

This test case initiated by the Board in 2019 has provided helpful insights into the asset mix decisions 
made by the Corporation in recent years. These results should be carefully considered by the Board 
as we move into examination of the next ALM Study.  

Performance Attribution 

Finally, CMMG filed a joint report with the Consumers Coalition authored by Mr. Viola in this hearing. 
The report and Mr. Viola’s testimony examined the issue of performance attribution at the portfolio 
level as distinct from manger levels. My colleagues at the Consumers Coalition have already 
provided a summary of Mr. Viola’s evidence. CMMG supports the recommendations made by Mr. 
Viola in respect to performance attribution reporting to be conducted by the Outsourced Chief 
Investments Officer. 

 

 

 

 
17 Order 159/18 Pg 89 of 116 
18 Order 159/18 Pg 89 of 116 
19 CC (MPI) 1-79 Pg 2 
20 Transcript October 16 Pg 632 Line 25 – Pg 633 Line 5 
21 Transcript October 16, Pg 632 Line 15 - 18 
22 Transcript October 16, Pg 632 Line 19 - 24 
23 Transcript October 16, Pg 633 Line 11- 16 
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Recommendations: 

• A finding that MPI’s asset mix decisions have forgone the opportunity for greater returns 
while being exposed to the same level of risk. 

• That MPI be directed to facilitate an information session to allow for input from 
interveners on the methodology of the ALM Study in the early stages of development of 
the study.  

• That MPI be directed to allow examination of the ALM study by the Board and Interveners 
prior to a determination being made with respect to asset mix decisions by the 
Investment Committee. 

• A directive that the OCIO engaged by MPI provide performance attribution reporting 
consistent with the recommendations of Mr. Viola at the total portfolio level. 


