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PUB (MPI) Pre-Ask 3  

 

Part and 
Chapter: 

  

  

Page No.:    

Topic: MPI Exhibit #16  

Sub Topic: 2026 GRA Part 11 FCT Report 

  

Question:  

1. The report references “the proposed MPI Capital Management Plan (“CMP”)” in 

sections 1.5, 5.2 and 5.4, 7.1. 

a. Please confirm that there is no current proposal for a CMP. 

b. Given the non-existence of the CMP, please explain how MPI can rely on 

the execution of the CMP to return to satisfactory financial condition. 

2. Section 6.3 provides summary information on the Base scenario. 

a. Please explain why the Insurance Service Expenses are a little lower than 

the PF-1 in the 2026 GRA, but the Net Income is basically equal to that in 

the 2026 GRA. 

b. Please explain why the Total Minimum Capital Required is lower for 

2025/26 and 2026/27 but higher for 2027/28, 2028/29 and 2029/30 than 

that shown in PF-3 in the 2026 GRA. 

3. Section 7.1 ranks the Solvency Scenarios based on largest impact to equity. 

a. Please explain the differences in assumptions in the Inflation scenario that 

resulted in the largest impact to equity going from $277 million in the FCT 

filed for the 2025 GRA, to $158 million in this year’s FCT. 

4. Section 7.1.1 High loss ratio scenario 

a. In the description of the scenario in the first paragraph it refers to 10% 

probability level. Please confirm that it should read 1% probability level? 

b. In the second paragraph it refers to the base loss ratio of 78.7%, but in the 

Assumptions section it refers to a normal distribution of 74.5%. Please 

confirm the correct value. 
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c. In the second paragraph it refers to a residual impact in 2027/28 equal to 

50% of the increase (which would be 11.6%) producing a net loss ratio of 

88.3% (which would be 9.6% above the base). Please confirm that the net 

loss ratio of 88.3% also reflects the management action of the 3% rate 

increase in 2027/28. 

d. Please indicate if there were onerous contracts in this scenario, and if so, 

please provide the loss component for each year. 

5. Section 7.1.3 Combined scenario 

a. In the prior FCT, the increase in the yield curve was 2%, 4% and 9%, 

whereas in the current FCT, the increase is 1%, 2% and 4.5%. Please 

provide the rationale for the 50% reduction in impact. 

6. Section 7.2 Going Concern Scenario 

a. The report states that “Under each of the solvency scenarios tested, which 

are established at the 99th percentile, the Company’s MCT ratio surpasses 

the minimum threshold throughout the forecast period.” Please confirm 

that both the Loss Ratio and the Deterioration of Asset Values solvency 

scenarios MCT ratios fell below 38%. If so, please provide a revised 

paragraph that would reflect this. 

7. Section 7.2.1 High Loss Ratio (going concern) 

a. The assumed management action includes increase in transfers in 

2027/28. Given the higher loss ratio would likely have adverse effects on 

Extension, making it unlikely that Extension would be able to transfer more 

capital than under the base scenario, please provide the amount and the 

source of the increase in transfers.  

 

RESPONSE 

1. 

a. MPI confirms that there is no Capital Management Plan (CMP) currently 

proposed to the Public Utilities Board (PUB).  

b. While there is no CMP currently proposed to the PUB, MPI uses the 

framework of the proposed CMP from the 2024 GRA as an internal 
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management tool. This framework guides capital-related decision-making 

and supports actions aimed at restoring and maintaining satisfactory 

financial condition. 

 

Importantly, this approach aligns with Section 18 of The Manitoba Public 

Insurance Corporation Act, which requires the Corporation to maintain 

reserves that are sufficient to meet its obligations and ensure financial 

sustainability. The proposed CMP provides a structured methodology to 

support this legislative requirement and is used internally to inform 

strategic and operational decisions. 

The following questions, parts 2-7, EY responded to. 

2. 

a. On a percentage basis, the results are very close. Our model aims 

to align as closely as possible with the business plan; however, for 

the purposes of the FCT, which is to assess future financial 

condition, it is not necessary that the base scenario be identical to 

the business plan so long it will not impact the assessment. 

Figure 1 

 

In this case, the slight difference in Insurance Service Expenses 

compared to PF-1 reflects normal modeling variation. Net Income 

remains broadly consistent because the overall financial position 

and key drivers are aligned with the plan. These differences are not 

FCT 2024/25 2025/26 2026/27 2027/28 2028/29

Ins. service exp 1,253,920 1,281,334 1,352,941 1,414,881 1,489,635

Net income -39,585 -72,625 -19,125 25,680 38,454

PF-1

Ins. service exp 1,253,920 1,286,097 1,356,749 1,416,709 1,491,520

Net income -39,585 -72,766 -19,258 25,580 38,422

% Difference

Ins. service exp 0.00% -0.40% -0.30% -0.10% -0.10%

Net income 0.00% -0.20% -0.70% 0.40% 0.10%
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considered material and consider it sufficiently close not to impact 

our assessment of financial condition. 

 

b. The differences in Total Minimum Capital Required between our 

model and PF 3 stem from differing assumptions across key risk 

categories - namely Insurance, Market, Credit, and Operational 

Risk. As noted in part (a), our results are not expected to be 

identical to those in PF-3, and the variations observed are not 

considered material. 

  

Overall, while the trajectory of capital requirements differs slightly 

from PF-3, the underlying rationale is sound and the impact is not 

material to the overall assessment. 

3.  

a. The difference in impact between the prior FCT Report and the 

current FCT Report is primarily due to changes in the assumptions 

for the Inflation scenario following recommendations from last 

year’s peer review which we adopted. Specifically, the peer review 

suggested starting the larger inflation shock in the second forecast 

year rather than the first, to align with other scenarios. 

 

As a result: 

• Prior FCT Report: The inflation shock began in the first 

projection year (2024), which resulted in the largest impact 

occurring in the third projection year (2026). 

• Current FCT Report: The inflation shock begins in the 

second projection year (2026), so the largest impact occurs 

in the fourth projection year (2028). 
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Because of this timing shift, the referenced years in the two reports 

are not directly comparable. Additionally, last year’s referenced 

results did not include assumed management actions, whereas this 

year’s results do. These differences mean it's not an equivalent 

comparison, and the reduction in impact is largely attributable to the 

revised scenario design rather than a change in underlying risk. 

4.  

a. Yes, that is correct. The reference to a 10% probability level in the 

first paragraph should read “1% probability level”. The scenario was 

intended to reflect a severe stress event consistent with the 99th 

percentile assumption, and the 1% probability level aligns with that 

design. 

 

b. Both values are correct. 

 

The base loss ratio is 78.7%, as derived from PF.1. The 74.5% 

referenced in the Assumptions section relates to the mean of the 

normal distribution used for modeling adverse scenarios. 

 

Based on historical loss ratios over the past 10 years, we selected 

a mean of 74.5% and a standard deviation of 10.0% to arrive at the 

stressed loss ratio scenario of 102% 

 

In summary: 

• Base Loss Ratio: 78.7% (from PF.1) 

• Normal Distribution Assumptions: Mean = 74.5%, SD = 

10.0%, used for scenario modeling. 
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c. The net loss ratio of 88.3% reflects the residual impact 

assumption but does not include the additional 3% rate increase 

proposed as a management action. 

 

Our calculation is based on: 

 

• Base loss ratio: 76.7% from PF.1 

• Residual impact equal to 50% of the prior year’s 

increase: 

76.7% + (23.3% x 50%) = 88.3% 

 

This includes the planned rate increase that is part of the 

business plan but excludes the additional 3% management 

action. In our view, modeling the incremental effect of that 3% 

increase would add unnecessary complexity and is not 

necessary as the impact would be negligible. 

 

d. The event modeled was considered a one-time occurrence, and as 

such, no contracts were considered onerous. Consequently, there 

is no loss component to report for any year. 

5.  

a. The prior FCT report incorrectly stated yield curve increases of 2%, 

4%, and 9%. The actual assumptions used in the prior FCT were 

1%, 2%, and 4.5%, which are consistent with the current FCT 

assumptions. 

6.  

a. Revised wording: 

In order for the Company’s financial condition to be considered 

satisfactory, the MCT ratio under the going concern scenarios must 

surpass the Company’s minimum capital ratio of 38%. Under most 
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solvency scenarios tested, which are established at the 99th 

percentile the Company’s MCT ratio surpasses this minimum 

threshold throughout the forecast period. However, in the three 

most adverse solvency scenarios, the MCT ratio does fall below 

38% in certain projection years. Given that going concern scenarios 

are established at the 90th percentile and are generally less severe 

than solvency scenarios, we would expect the MCT ratio to remain 

above the minimum in most cases, though some going concern 

scenarios could still result in ratios below 38%. To validate this, we 

established 90th percentile versions of the solvency scenarios and 

tested them as going concern scenarios. The results of these tests 

are summarized in the table below, ranked by the lowest MCT ratio 

in the second or third projection year.  

7.  

a. The higher loss ratio assumption may not necessarily have an adverse 

effect on Extension, as Extension operates independently from Basic 

and is subject to different risks. Therefore, the ability to transfer capital 

from Extension is not automatically constrained by the adverse 

experience in Basic. 

 

However, if it were not possible to increase the transfer from 

Extension, there are additional options including shifting the asset 

allocation to lower risk assets with lower MCT risk charges. 


