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Key Messages

Overall AAP Rate

Indication Discontinue Rate Update

Generalized Linear

Ratemaking Initiatives Model
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Overall AAP Rate Indication
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Details on Overall AAP Rate Indication

Loss Cost

Claims Expense

Fixed Expenses

Variable Expenses
Required Premium
Adjusted Required Prem
Current Premium

Required Rate Indication

Manitoba Public Insurance

Rates are determined on a breakeven basis - no profit
provision.

Required Premium is the average premium that needs
to be charged to cover claims and expenses.

Adjusted Required Premium reflects for investment
income and additional revenue from service fees and
driver license premiums.

Current Premium is the average premium that is
expected to be collected if no rate change is
completed.

Rate indication is the Adjusted Required Premium
divided by the Current Premium.
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Impact of Basic Deductible: $750 vs $1,000

Loss Cost 827.67
Claims Expense 107.60
Fixed Expenses 150.42
Variable Expenses 78.59
Required Premium 1,164.28
Adj. Required Prem 1,063.59
Current Premium 1,012.88
Required Rate Indication 5.01%
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AAP Rate Indication by Major Class

* Rate indication by major class will vary due to
differences in risk profiles

Private Passenger L ) )
* Pricing initiatives impacts the major classes

differently

Commercial

Public
> Not all major classes benefit from rate group

Motorcycles .
expansion as they are not CLEAR rated

Trailers

Off Road Vehicles » Impacts from change in deductible favor

major classes with higher physical damage

Overall :
claims
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Discontinue the Rate
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: March 31 vs August 31

Provincial Bonds

Real Return Bonds

Corporate Bonds

MUSH Bonds

Real Estate

Commercial Mortgages

Total

Investment Management Fees
Yield After Fees

Provincial Bonds

Real Return Bonds

Corporate Bonds

MUSH Bonds

Real Estate

Commercial Mortgages

Total

Investment Management Fees
Yield After Fees

*Data as of July 31. August 31 data was unavailable at the time of analysis.

4.10%
3.80%
4.97%
4.12%
5.73%*
5.30%*
4.56%
0.18%
4.38%

MPI Exhibit #46
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March vs August Update

Absolute Difference from Actual Yield * Theanalysis used 2015 to 2023 NMYs
restated based on the current

investment mix and compare it to the
actual yields at the end of the rating
period.

The March NMY outperformed the
August NMY 6 out of 9 years analyzed

> i.e., it was closer to the actual yield

On average the March update
outperformed the August update by an

= - average of 15bps.

Mar-17 Mar-18 Mar-19 Mar-20 Mar-21 Mar-22 Mar-23 Mar-24 Mar-25 Avg

March Update August Update
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Total Hours Required for Rate Update

The hours are being completed while teams
Chief Actuary Officer are.

Investment team

Finalizing Round 2 of IRs

Valuation and Capital Management team

Reviewing Intervenor Evidence
Pricing and Actuarial Forecasting team

Finance Division Preparing for PUB panels
Legal, Risk & Compliance Division Comp|eting Pre-Asks

Total

Non-PUB related work.
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Effort Required to Update the AAP Rate Indication

New Money Yield (NMY) Update

- The Investment team updates the yields for all asset classes in the Basic Claims investment
portfolio and provides this to Pricing team.

Rate Indication Update
« The NMY is updated to produce an update AAP rated indication.

Rate indication results are used in the experience adjustments where the rules set out in DR.2 are
applied to each risk classification

Experience adjustments are used in MPI’s rate model to determine the final rate table
Dislocation reports are produced based on the final rate table on MPI’s static population

The actuarial work has six layers of review and approvals.
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Effort Required to Update the Financial Forecast
Model (FFM)

* The Investment team updates the following items within the FFM: Canada 10-year bond yield, 90-day
Treasury Bill yield, Bond spreads for Corporate bonds, Government bonds and Commercial Mortgages

Investment Assumptions Update

* |In addition, this year the MUSH bond yield in the FFM was also updated as part of the rate update to
reflect the actual portfolio yield as of August 31, 2025

Actuarial Assumptions Update

* Pricing team provides the updated AAP rate indication as input to the FFM

» Valuation team rediscounts claims forecast cashflows with updated August yield curves provided by
Addenda Capital and are used as input into the FFM

Results from FFM

* Finance team utilizes the revised investment and actuarial assumptions to generate updated Pro
Formas as part of the rate update

« This involves data preparation and analysis, inputs and outputs checks, model checks, variance
analysis, peer reviews, communication and coordination and queries across multiple teams, sign-off
12 procedures, and data table updates
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Effort Required by Regulatory Affairs

« The Regulatory Affairs team ensures that MPI effectively addresses all requests from the PUB and
Interveners, supporting the preparation and submission of the Rate Update filing. Key responsibilities
of this team include:

Ildentifying exhibits requiring updates based on the Procedural Order and prior filings

Developing templates for required schedules, including Information Requests relevant to the
current proceeding

Coordinating and participating in meetings to clarify requests from the PUB and Interveners
Creating and maintaining an online repository for updated schedules and supporting documents
Tracking updated responses and formatting materials for formal submission

Preparing workbooks for figures and electronic components of the Rate Update filing
Reviewing responses and managing the approval workflow

Publishing finalized materials and maintaining the General Application e-book
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Ratemaking Initiatives
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Rate Group Expansion

In the 2025 GRA, MPI| expanded its CLEAR rated rate groups fromOto40toOto 41

MPI is proposing to continue expanding the CLEAR rated rate groups from rate group +41 to
+45 with a +5 rate group cap from its previous +1 rate group cap

Concentration of high risk-medium risk vehicles in the current highest rate group 41

- Currently in RG 41: Vehicles like Rolls Roye Cullinan, Ferrari California along with
Chevrolet Blazer LT and Dodge Charger

- After the introduction of RG42-45 the Rolls Royce and Ferrari move up to 45

Additional premium anticipated from vehicles moving between +42 and +45 was not
adjusted for revenue neutrality

Expected increase in premium of 3.1% was flowed through as additional premium to help
offset the overall rate requirement

MPI intends to continue expanding the rate group scale, although no formal upper limit has
been set considering the following:

The maximum insurable value paid under Basic .

The volume of vehicles in the higher rate groups to ensure sufficient volumes
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Fitting DSR to Continuous Curve

*  Expand DSR scale to 20 levels as per the PUB order

Move 1/3" of the way towards actuarially indicated discounts

Impact of the additional discounts and DSR expansion is a reduction in revenue of 4.62%
*  MPI considers DSR as a continuous scale rather than discrete steps

Continuous fit smooths out noise, particularly for DSR levels with low volume

With 20 DSR levels eligible for discounts, manual smoothing is not only tedious but
introduces subjectivity and inconsistency

Consistent with treatment of Rate Groups, which is also treated as numerical variable

Manitoba Public Insurance Page 16 of 22




October 22, 2025 MPI Exhibit #46

Generalized Linear Models (GLM)
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GLM Transition Plan

A comparison between MBP and GLM based-rates for Major Class 1.

GLM methodology and proposed transition plan for approval.

A comparison between MBP and GLM-based rates for all major classes.

GLM methodology and proposed transition plan for approval.

* MPI anticipates leveraging GLM-derived relativities to file premiums for all major classes.

* Refine the ratemaking process with improvements enabled by GLMs.
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Objective and Application

MPI is proposing the application of GLMs within the current ratemaking and risk classification
methodology where the minimum bias procedure (MBP) is currently used.

Current approach: Proposed GLM approach:

e MPIl uses the MBP to determine rate line * Use GLMs with the same variables to determine
relativity adjustments to adjust for changes in rate line relativity adjustments

VE DRSS e e evies * Use GLMs with the same variables to determine

* MPI uses the MBP to determine the experience the experience adjustments
adjustments, adjusting for changes in territory
insurance use, gross vehicle weight, engine
displacement, and body style relativities .
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Outcome of GLM and MBP Comparison

The figure shows the impact of
PR IR 30,968 % GLMs on the premiums in
Decrease 20% to 15% 17,563 » comparison to the MBP. The
Decrease 15% to 10% o » data used is the same between
' both methodologies and
extracted from the same group
Decrease less than 5% 396,880 of in-force p0|iCieS.

No Change 275,800

Decrease 10% to 5% 2,594

Increase less than 5% 529,751

[ s i . Key Result: 92.8% of vehicles have
Increase 10% to 15% 4,684 4% premiums within +/- 5% of those
Increase 15% to 20% 195 e determined using the MBP

GRAND TOTAL
1,296,405
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Recap & Future Improvements

In compliance with PUB Order 2/25 Directive 7, MPI has proceeded with implementing its planned
transition to GLMs.

MPI is seeking approval for the proposed transition plan:

The use of GLMs for determining rate line relativities and experience adjustments for all major
classes to be implemented for the 2027 GRA.

MPI intends to incorporate formal validation on holdout datasets, leveraging statistical diagnostics.

In future iterations of the modelling process, MPI intends to explore other modelling refinements that continue to
enhance predictive accuracy and maintain integrity.

Manitoba Public Insurance Page 21 of 22




October 22, 2025 MPI Exhibit #46

Summary

Rate applied for
« MPIlis applying to the PUB for approval of a +2.07% based on Accepted Actuarial Practice (AAP)

«  MPI does not seek to amend its June 25, 2025, General Rate Application (GRA) or request approval of an
alternative overall rate

Driver Safety Rating Scale

* Introduce DSR +20 into the DSR scale and discounts one third of the way towards indicated discounts
2026 GRA Changes

« Increase Basic deductible from $750 to $1,000

« Expanding the rate group from 41 to 45 for all CLEAR rated vehicles while increasing the rate group cap
from +1 to +5 rate group movements

GLM

»  MPI has completed the transition plan with GLM extended to all Major Classes. MPI plans to implement
GLM for the next year rate filings .
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