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1. Introduction

1.1. Overview

This year, Satvir Jatana, President and CEO of Manitoba Public Insurance (MPI), presented
the 2026 General Rate Application (GRA) as a continuation of MPI’s strategic journey—one
focused on affordability, long-term financial stability and capacity-minded modernization.

To reach this point, MPI made tough decisions and implemented meaningful changes across
its operations. These include the closure of Project Nova, the increase to the Basic
deductible, the launch of a Multi-Year Corporate Strategic Plan, and the delivery of key IT
initiatives under a new Major Programs Framework. Throughout the hearing, the Board
heard how MPIl is actively working to fulfill its mandate through these initiatives.

However, the Board also heard an alternative perspective—one suggesting that MPI’s
efforts have not yielded tangible results. In response, MPI highlights several recent
accomplishments reviewed in this GRA hearing, each of which demonstrate real progress:

v' 2.01% average insurance premium as a percentage of income!
v' 73.2% current Forrester CX Index™ score (up from 69% and within target)?

v' 3.24 Gartner Overall IT Maturity Level (up from 3.03 for 2022/23) coupled with a
slight decrease in IT spending as a proportion of total operating expenses?

v 109% Minimum Capital Test (MCT) ratio for Rate Stabilization Reserve (above 100%
target)?

v 4.77% average annual turnover percentage (without retirees) for 2024/25
(compared to 7.66% in 2023/24)>

v Multi-Year Corporate Strategic Plan®

1 PUB (MPI) 2-44 Appendix 1;

22026 GRA, Part V Benchmarking, p. 11;
3 MPI Exhibit 18, Slides 10-12;

4 PUB (MPI) 2-44 Appendix 1;

S PUB (MPI) 1-35, Figure 6;

6 MPI Exhibit 34;
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v Project Nova Closeout’

v Major Programs Governance Framework®
v' Diversified Towing (Trusted Tow)?

v" Glass Repair First Policy©

In addition, the Board heard how MPI is advancing several key initiatives that underscore
its commitment to modernization, accountability, and financial stewardship. These include
the development of a 5-Year Rolling IT Roadmap, the implementation of more rigorous
budgeting practices supported by performance-based key indicators, enhanced claims cost
controls, and the transition toward a Non-Discretionary Outsourced Chief Investment
Officer model for investment management.

Collectively, these efforts reflect a disciplined approach to delivering tangible results. MPI
submits that these achievements are not merely cosmetic but represent substantive
progress that deliver and will continue to deliver lasting benefits to ratepayers and
Manitobans.

Through this closing submission, MPI addresses each of the Board’s areas of interest,
relying on the evidence presented throughout the GRA to support the relief it seeks.

1.2. Relief Requested
1.2.1. Overall Rate Request, Fees, Fleet Rebates/Surcharges

MPI requests approval for an overall rate increase of +2.07% for Basic compulsory
automobile insurance for the 2026/27 rating year. This rate is calculated in accordance with
Accepted Actuarial Practice (AAP).11

The relief sought by MPI is predicated on its forecasts for claim costs, claims expenses, and
operating expenses, as well as the New Money Yield (NMY) presented in the June 2025
filing.

7 MPI Exhibit 21;

82026 GRA, Part VI Information Technology, Appendix 1, Slide 66;
9 PUB (MPI) 2-6;

102026 GRA, Part VII Claims Forecasting Appendix 9;

11 part VIII Ratemaking Overview, p. 4;
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MPI provides further information on this matter in Section 3 of this document.

MPI has proposed no changes to the following components of the Basic insurance program
for the 2025/26 rating year:

(a) Miscellaneous Permits and Certificates;
(b) Driver Premiums;
(c) Basic Service and Transaction Fees; and

(d) Fleet Rebates and Surcharges.

1.2.2. Changes related to the Driver Safety Rating

In 2026 GRA, MPI proposes expanding the Driver Safety Rating (DSR) scale by adding a new
top level, DSR +20, which would offer the same discount as DSR +19, and adjusting all DSR
discounts one-third of the way toward their actuarially indicated levels, rounded down,
with base rates adjusted to maintain revenue neutrality.1?

MPI provides further information on this matter in section 6.2 of this document.

1.2.3. Rate Group Expansion, With a Revised Cap

MPI seeks approval to expand the number and range of vehicle rate groups for private
passenger and light truck vehicles by adding rate groups 42 through 45, with a cap of +5
rate groups for any individual vehicle.1®

MPI provides further information on this matter in section 2.1.3 of this document.

1.24. Discontinuance of the Regulatory Deferral Account

MPI seeks a directive to defer approximately $31 million in initiative expenses forecasted
for 2026/27 into the Regulatory Deferral Account (RDA), and a declaration that the RDA
assets asof March 31,2026, are of no value and not recoverable from Basic ratepayers. This
would effectively reset the RDA balance to zero.

12 part Il Legal Application, LA.1.1, p. 3, item 2;
3 Ibid. p.4, item 6,
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Going forward, MPI proposes to include actual initiative expenses from the prior fiscal year
in the rate-setting process, adjusted for inflation.1#

MPI provides further information on this matter in section 7.4 of this document.

1.2.5. No Capital Build or Rebate

The Rate Stabilization Reserve (RSR) remains in a strong financial position, with a projected
Minimum Capital Test (MCT) ratio of 107% as of March 31, 2025. It is expected to reach the
target ratio of 100% by the 2027/28 fiscal year. 1> As the MCT ratio did not exceed the 120%
threshold at the beginning of the fiscal year, MPI is not seeking approval for a rebate.
Furthermore, a capital rebuild is not required, as the RSR is forecasted to remain above the
statutory minimum.

While MPI is not proposing a new Capital Management Plan (CMP) in this application, it
continues to apply the framework outlined in the 2024 GRA as an internal management
tool.’® This framework guides capital-related decision-making and supports initiatives
aimed at restoring and maintaining a sound financial condition. Importantly, MPI’s internal
use of the CMP is consistent with Section 18 of The Manitoba Public Insurance Corporation
Act, which requires the Corporation to maintain adequate reserves to meet its obligations
and ensure long-term financial sustainability.

MPI provides further information on this matter in section 4.1 of this document.

1.2.6. Discontinuance of the Rate Update

MPI filed the Rate Update on September 25, 2025.17 While it has continued the practice of
providing a rate update using August 31st data, it has not requested approval of the
updated rate, consistent with its position that such updates do not materially enhance the
accuracy of the rate indication.18

MPI prepared and provided in this application evidence demonstrating that the October
Update imposes a significant administrative burden - approximately 257 hours of work!?

1% Ibid. p.3, item 4;

15 pPart XI RSR Appendix 1, line 30;

16 MPI Exhibit #33, PUB (MPI) Pre-Ask 3, p. 2;

17 MPI Exhibit #17;

18 part Il Legal Application, LA.1.2, p.4;

1% MPI Exhibit #46, Ratemaking Presentation, slide 10;
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of 20 MPI staff?2° - and yields a rate that is not substantially more reflective of actual rate
need than the original filing. The evidence MPI presented in this regard formed part of the
Ratemaking presentation.?!

The Rate Update contains a comprehensive submission at Appendix 1 that should be
reviewed by the panel members.

After explaining how use is made of the NMY and providing an explanation of the steps
taken by multiple departments within MPI, Chief Actuary Cara Low concluded her
presentation on this matter with the following statement:

"So, overall, the August update filed in September is not more predictive, but
it's a very, very onerous burden and it's done in very much of a rushed fashion
compared to our June filing, so very difficult to get out. It's very difficult to get
out without errors and provides no predictive value. All it does is create a
burden on the Corporation, which is then for -- the costs of passed on to
ratepayers.??

Inits submissionZ3, MPI outlines how concerns from the 2014 GRA that motivated the PUB
to begin requesting updates of MPI, have all been addressed over the years. During her
direct examination, Cara Low confirmed that “each of those four (4) concerns have since then
been addressed in some manner by the Corporation.%*

1. The PUB had concerns about MPI’s new way of forecasting investment income. To
mitigate interest rate forecasting risk, MPI replaced the Standard Interest Rate
Forecast (SIRF) methodology with a naive forecast approach in the 2019 GRA,
eliminating its reliance on speculative forecasts. Cara Low explained, “We can't
forecast interest rates, so let's not pretend we can...”%>

2. MPI addressed the Board’s concern that duration matching to mitigate the adverse
impact of interest rate changes on net income was complicated by MPI’s
commingled investment portfolio. This was addressed following the 2017 ALM
study when MPI segregated the fund into five distinct portfolios. As Cara Low

20 Undertaking #13, Appendix 1;

21 MPI Exhibit #46, Slides 7-13

22 Transcript, October22, 2025, p. 1263, lines 4-11;
23 MPI Exhibit #17, Appendix 1;

2 Transcript, October 22, p. 1278, lines 1-12;

25 Transcript, October 22, p. 1274, lines 12-15;
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stated, “We do now have five (5) separate investment portfolios (...) one that backs the
claim liabilities of the Basic line of business, which is what we use to derive the new money
yield26

3. MPI’s treatment of MUSH bonds has changed, following its adoption of IFRS-9, they
are now classified as Fair Value Through Profit and Loss, meaning they flow through
Net Income and are captured in MPI’s duration matching. In 2013, they were
classified as Held to Maturity and although a big part of the fixed income portfolio,
not then factored into duration matching for mitigation of interest rate forecasting
risk. Cara Low explained, “We used to carve out the MUSH bonds, but now that they're
marked to market, we can include the actual yield of the bonds "%’

4. The PUB was concerned in 2013 that MPI's duration matching only matched
average durations, not the cash flows underlying those durations. But again, with
MPI’s adoption of IFRS - 9, the cash flow matching that MPI later implemented
(2021) to help “immunize” net income was no longer necessary. With the adoption
of IFRS-9, “both claims and assets are marked to market,”?8

As can be seen, MPI has taken deliberate and effective steps to resolve the foundational
issues that led to the practice of updating the rate application.

Additionally, Cara Low presented the historical analysis performed by her team
demonstrating that the initial forecast provided in each filing outperformed the updated
forecast in six of nine years between 2015 and 2023.%7

The PUB has not consistently relied on updated rates when determining final approved
rates. Among other requests related to the Rate Update, MPI provided a detailed table
summarizingthe interest rate assumptions used in the last ten rate applications in response
to PUB (MPI) Pre-Ask 4. While the table outlines the timing of interest rate data, MPI notes
that several PUB orders do not explicitly state which interest rate was relied upon in the
final approved rate. While MPI appreciates that the PUB may have considered the updated
information, in many cases the overall rate indication approved by the PUB aligns more

26 Transcript, October 22, p. 1275, lines 4-8;

27 Transcript, October 22, p. 1276, lines 23-25;
28 Transcript, October 22, p. 1277, lines 21-22;
29 MPI Exhibit #17, Appendix 1, section Il, p. 3;
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closely with the March interest rate than with the updated one, particularly in the 2016
GRA, where MPI’s revised interest rate appears to have been entirely disregarded.3°

Cara Low also testified that when MPI calculates the NMY, it is not trying to predict future
interest rates.3! Rather, it calculates the NMY as of a specific date for the purpose of
discounting claims. This calculation is performed using a single, naive investment yield.32 In
her own words:

"The new money yield is a weighted average of the actual yields of the asset
classes within the Basic claims investment portfolio based on the duration of
the assets held. The yields are naive, which means that the current yields are
used and there's no forecasted change to the yield.

So, in this case, a new money yield is used as a proxy for the yield that'll be
starting March 31st, 2027, until all claims are paid out, which could be decades
down the road. "33

Cara Low emphasized that even if this calculation was to somehow predict the future, the
outlook is 20 or 30 years into the future, “because it takes years to pay all these claims”.3*

MPI provides further information on this matter in section 3.2 of this document.

Regarding the administrative burden of preparing the Rate Update, MPI’s response to CC
(MPI) Pre-Ask 2 explained that although the NMY update is a relatively quick deliverable,
the rate update process mirrors the full application workflow, involving multiple teams and
steps. It diverts key personnel from other critical responsibilities during a time of peak
operational demand. In response to Undertaking #13, MPI provided a detailed
breakdown of the Rate Update process, correlating internal staff involved and reconciling
the time allocated to complete each major segment of work.

30 MPI Exhibit #28, PUB (MPI) Pre-Ask #4, p. 5;

31 Transcript, October 15, 2025, p. 563, lines 3-25;

32 part VIl Rate Indication, page 7;

33 Transcript, October 22, 2025, p. 1258 and 1259, lines 17-25 and 1;
34 Transcript, October 15, 2025, p. 564, lines 1-4;

35

MPI Exhibit #62;
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MPI submits that the practice of updating the application should be discontinued. Rather,
the assessment of the relief sought should be made on the abundance of the more reliable
information provided in the application proper.

2. The Rate Application

2.1. Rate Request

MPI calculated the overall rate indication using a methodology consistent with Accepted
Actuarial Practice or AAP in Canada and the methodology it used is comprehensively
detailed in the 2026 GRA.3¢ For this application, MPI has preserved its established
ratemaking approach, with no material changes introduced.3’

2.1.1. Representation of Rate Request

In this application, MPI seeks approval of an overall increase of 2.07%. In its Actuarial
Evidence Report, Oliver Wyman claimed that MPI misrepresented this required rate
indication because it applies proposed changes that have yet to be implemented and which
affect the amounts that MPI will collect or pay.3® And this Board heard counsel for the
Consumers’ Coalition (CC) in their opening address ask the question of whether the
impacts of MPI actions to reduce the rate indication were effectively and transparently
communicated to customers and to the PUB.3?

When asked to clarify its position regarding MPI’s representation of the required rate
indication, Oliver Wyman stated that the rate indication should not reflect actions taken by
MPI to achieve rate adequacy—particularly those not yet approved by the Public Utilities
Board (PUB). Oliver Wyman argued that MPI’s presentation of its overall rate request could
have been more transparent by illustrating the difference between the November 1, 2024
premium (trended to April 1, 2027—the applicable rating year) and the calculated rate
need, which is 3.65% higher.

Oliver Wyman suggested that MPI could have presented this 3.65% increase as a
composite of the following components:

36 2026 GRA, Part VIII — Ratemaking Overview;

372026 GRA, Part VIl Rate Indication, Section RI.1;

38 CC Exhibit #6, p. 3;

39 Transcript, October 22, 2025, pp. 126-127, lines 3-25, 1-2;
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e« A 1.50% decrease attributable to proposed changes to the Driver Safety Rating
(DSR) discounts;

e A3.10% increase resulting from the expansion of vehicle rate groups; and
o A2.07%increase representing the base rate change.°

MPI submits that the Rate Indication Chapter of the 2026 GRA shows how MPI was able to
reduce its rate request to +2.07% overall:

As it pertains to the impact of DSR changes, pages 21 and 22 of the Rate Indication chapter
states:

The rate model does not account for the addition of the new Driver Safety Rating
(DSR) level that was introduced by MPI in the 2025 GRA (DSR level +19), given that
the population of vehicles is based on the population at November 1, 2024. To account
for this, MPI forecasted an additional decrease in revenue from the additional
movements not captured in the rate model (e.g., policies moving from DSR +18 to DSR
+19). The estimated additional impact is a decrease of 1.50% to the average vehicle

premium.

The overall rate change is a combination of an increase to the base vehicle premium
as well as any changes to discounts applied to the vehicle premium. In the 2026 GRA,
in compliance with the PUB Order 2/25, Directive 15, MPI is again applying for
changes to vehicle premium discounts available through the DSR. The impact to
revenue due to changing the DSR discounts is estimated to be adecrease of 4.62%. As
such, the base vehicle premium would need to increase by 7.02% to achieve the
overall required rate of 2.07%. For further details please refer to Part Vil RC Appendix
6 - Driver Safety Rating Actuarial Review and RLS Allocation of Rate change to Major
Classes Figure RI-13.

As it pertains to the impact of rate group changes, page 21 of the Rate Indication chapter
states:

40 MPI (CC) 1;
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Furthermore, MPI proposes to change the rate group scale from zero (0) to forty-one
(41) to zero (0) to forty-fjve (45). The estimated additional revenue from vehicles
moving to rate group 45 from rate group 41 is approximately $38 million or an

increase of 3.10% to the average vehicle premium.

As it pertains to product changes, Figure Rl App-3-2 of the Rate Indication chapter shows:

Figure Rl App 3-2 2026 Product Change Impact

Projected Avg Premium Basic $750 Basic $1,000
Line of Business Before Rate Change Avg Premium _ Rate Change Avg Premium Rate Change
Basic 1,012.88 1,063.59 5.01% 1,033.86 2.07%
Extension $750 0.00 0.00 NA 29.73 NA
Total 1,012.88 1,063.59 5.01% 1,063.59 S.01%

MPI also answered any information requests and pre-asks on this topic.4?

MPI respectfully disagrees with the assertion that it has misrepresented its rate request or
lacked transparency with customers and the PUB. As this Board is aware, MPI invests
significant effort to ensure its GRA is thorough and accessible. In recent years, MPI has
implemented numerous enhancements to improve clarity and usability, including the
adoption of plain language where feasible, the addition of an Overview Chapter, and the
inclusion of a comprehensive Glossary.

Consistent with past practice, MPI has presented its rate application using a single,
consolidated percentage. This approach aligns with the Board’s own orders, which
routinely include a comparative chart showing the rate requested and the rate approved
like that shown below:#2

41 See for example: PUB (MPI) 1-2, PUB (MPI) 2-12, CC (MPI) Pre-Ask 9;
42 Order 2/25, p. 25;
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Year Applied For (%) Ordered (%)
2024/25 0.0 -5.0
2023/24 -0.1 -3.8
2022/23 -1.2 -1.57
2021/22 -8.8 -8.8
2020/21 -0.6 -0.6
2019/20 2.2 1.8
2018/19 2.7 2.6
2017/18 4.3 37
2016/17 0.0 0.0
2015/16 34 3.4
2014/15 1.8 0.9
2013/14 0.0 0.0
2012/13 -6.8 -8.0
2011/12 -4.0 4.0
2010/11 0.0 0.0
2009/10 -1.0 -1.0
2008/09 0.0 0.0
2007/08 -2.6 -2.6
2006/07 0.0 0.0
2005/06 0.0 -1.0
2004/05 2.5 3.7
2003/04 0.0 -1.0
2002/03 -1.2 0.0

And when asked about a single number that could be presented to Manitobans to identify
this year’s rate ask, Mr. Chan of Oliver Wyman could not say whether it should be +3.56%
or +6.63% and would not speak to how that might appear as a media headline.*3

Regarding the suggestion that MPI

misrepresented its rate request or lacked

transparency**, MPI respectfully submits that such claims should be given limited weight,
as they do not contribute to constructive dialogue on how best to serve Manitobans. MPI
remains committed to continuous improvement and welcomes feedback on its rate
application filings. In this instance, MPI proactively sought input from Oliver Wyman on

how to enhance the structure of future rate requests.

3 Transcript, October 27, 2025, pp. 1801-1802, lines 21-25, 1-10;
4 Transcript, October 27, 2025, pp. 1804, lines 14-17;

45 MPI (CC) 1
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While MPI is open to including a summary table in future applications, it emphasizes that
any such table must be accessible to non-actuaries. MPI is therefore concerned that the
proposed format does not effectively achieve that objective:

(1) (2) (3) (4)
Description Rate Indication | Rate Indication | Rate Change
Impact Impact

A | Baseline Scenario +6.63%

B | Deductible Change -2.98%

C | DSR Change -1.50%

D | Rate Group Change +3.10%

E | Base Rate Change +2.07%

F | Total 6.63% -2.98% +3.65%

F=TM(1+i)-1,i=AtoE.

MPI submits that the most effective way to communicate its rate request to Manitobans is
through a single, aggregated percentage representing the overall proposed change. In this
application, MPl is seeking a 2.07% increase to the overall rate.

While certain product changes — such as the increase to the Basic deductible — have an
impact on the rate indication, MPI is not requesting PUB approval to reduce the rate by
2.98%, nor is it seeking approval to alter the product itself. Similarly, although adjustments
to the Driver Safety Rating (DSR) influence rate need, MPI is requesting approval for
changes to the DSR framework, not for a 1.50% rate reduction. Finally, while the expansion
of vehicle rate groups and the increase to movement caps affect rate need, MPl is seeking
approval for those structural changes, not for a 3.10% rate increase.

Accordingly, MPI maintains that the single, consolidated percentage must reflect the net
rate change required after accounting for all proposed adjustments. This approach ensures
clarity and consistency in communicating the overall impact to ratepayers.

2.1.2. Rate Calculation and Distribution

Cara Low summarized the calculation of MPI’s rate request in her hearing presentation.#®
She confirmed that the required premium for the 2026 rating year is calculated by

46 MPI Exhibit #46, slide 4;
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forecasting claim costs, discounted for the time value of money, and adding both fixed and
variable expenses, including broker commissions and premium taxes. This results in a
required premium of $1,134.94 per vehicle.#” After accounting for investment income and
additional revenue sources such as service fees and driver’s licence premiums, the adjusted
required premium is $1,033.86, as per Cara Low.*® In contrast, the recurrent premium
(defined as the amount MPI expects to collect without a rate change)*’ is $1,012.88,
resulting in a rate deficiency of 2.07%. This deficiency forms the basis of MPI’s overall rate
request for 2026/27.

The relief sought does not imply a uniform adjustment across all motorists within each
Maijor vehicle class. Individual premiums are determined by a range of factors, including the
motorist’s driving record and claims history; the make, model, and year of the registered
vehicle; the intended use of the vehicle; and the territory of residence. As a result, while
some ratepayers within a major class may experience increases, others may see decreases.

As demonstrated in Figure DR-2 and DR-3°9, the proposed rate adjustments will result in a
decrease for 36.9% of vehicles, no change for 15.3%, and an increase for 47.8% of vehicles.
Notably, 39.1% vehicles will see a rate change of $100 or less, including those with no
change, while 28.5% will experience a rate change of +5% or less, also inclusive of vehicles
with no change.! To mitigate volatility, MPI applies a 15% cap on increases or decreases to
experience-based indicators, and all final rates are subject to a maximum change of +20%.°2

The average annual impact of a 2.07% overall rate increase on major classes, as set out in
the June GRA filing, is as follows:>3

Major Class Average Balanced Indicated Rate Indication
Private Passenger: 1.93% (+$27)

Commercial: 5.93% (+$60)

Public: 0.60% (+16)

Motorcycles: 5.81% (+46)

47 Transcript, October 22, 2025, p. 1256, lines 1-2;

8 Transcript, October 22, 2025, p. 1256, lines 1-4;

4 Transcript. October 22, 2025, p. 1256, lines 17-18;

50 part VIII Dislocation Report chapter, p. 16 of 21;

51 Ipid. figures DR-5 and DR-6, p.17-21;

52 Ibid. section DR.4, p. 14 of 21;

532026 GRA, Part VIII Ratemaking Overview, Fig. RMO-1;
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Trailers: 0.60% (+$1)
Off-Road Vehicles: 1.67% ($0)
Overall: 2.07% ($21)

MPI acknowledges that the proposed overall rate increases for the motorcycle and
commercial major classes. However, these increases reflect a careful and deliberate
balance between the principles of affordability, rate stability, and predictability, and the
need to ensure the long-term financial sustainability of the insurance program.>*

For motorcycles, MPI also clarified the three primary factors contributing to their indicated
rate increase.>” First, Personal Injury Protection Plan (PIPP) claims costs have risen and
continue to represent a significant portion of motorcycle premiums. Second, while MPI
proposes expanding its rate groups from 41 to 45, motorcyclists are not eligible for this
adjustment. As a result, motorcycles do not benefit from the mitigating effect of this
proposal. Third, though MPI will implement a product change that increases the Basic
Deductible from $750to $1,000, as the change primarily affects Comprehensive claims and
as Comprehensive coverage is not available to Major Class 4 under Basic, the adjustment
does not reduce their indicated rate increase.

2.1.3. Rate Group Changes

MPI requests approval to expand the existing contingent of rate groups for private
passenger and light truck vehicles from 42 to 46 (being rate groups O to 45). As stated by
MPI in its GRA and in this hearing, this is not revenue neutral.>® Khurram Masud, Director
of Pricing & Actuarial Forecasting, explained what this means in his testimony:

"Similar to last year, the additional premium generated from vehicles moving
into these new rate groups is not revenue neutral... the extra premium collected
is allowed to flow through as additional revenue. As a result, the change is
expected to increase the projected premium by approximately 3.1 percent.””

54 CMMG(MPI) 1-5;

55 CMMG(MPI) 1-5;

56 part VIII Risk Classification chapter, p. 26 of 42;
57 Transcript, October 22, 2025, p. 1265, lines 6-12;
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After an 8-year gap, MPl added a new rate group in 2025 GRA. Before that, the earliest rate
group change (from 0- 35 to 0-40) happened in 2017 GRA. The table below summarizes the
history of rate group changes:>8

Year Rate Group Change
2024 0-40to0 0-41
2016 0-35t00-40
2010 0-31to00-35
2005 0-27t00-31

Rate groups represent the relative costliness of a vehicle to ensure. Vehicles that are riskier
or more expensive to repair are assigned to higher rate groups. This is based on the
Canadian Loss Experience Automobile Rating (CLEAR) developed by the Insurance Bureau
of Canada (IBC). It utilizes actual national loss experience data to generate relative loss cost
indices for specific vehicle configurations defined by make, model, and model year. The
CLEAR system also considers factors such as cost to repair, safety features and
susceptibility to theft.>? These indices reflect the variability in claims costs associated with
each vehicle type, encompassing collision, comprehensive, and injury-related claims.¢°

And as this Board heard from Satvir Jatana that:

“"Expanding that rate group is about ensuring that each of the vehicles are
appropriately in... its group...

By adjusting vehicles into its appropriate group ensures that vehicles are
insured properly. The more expensive vehicles are paying their share of
insurance without others having to subsidize... but I would say those vehicles
should have been paying more. We just haven't been charging them more for
many years maybe. "1

Currently, rate group 41 is the highest group available, encompassing a wide range of
vehicles that MPI submits should be segregated to “reduce cross-subsidization, ensuring that
higher risk vehicles and costly vehicles are no longer subsidized by low risk ones.”¢? This Board

58 Transcript, October 22, 2025, p. 1365, lines 11-21;
59 Transcript, October 27, 2025, p 1836, lines 1-7;
80 part VIII Risk Classification chapter, p. 12 of 42;
51 Transcript, October 24, 2025, p. 174, lines 6-20;
52 Transcript, October 22, 2025, p. 1265, lines 3-5;
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heard how certain high-end vehicles such as Rolls-Royce Cullinan and Ferrari California are
included in the same group of mainstream models like Chevrolet Blazer and Dodge
Charger.63

However, rate groups are not exclusively related to the average price of a vehicle. During
the hearing it was established that the average Manufacturer’s Suggested Retail Price
(MSRP) for vehicles in rate group 45 is $60,869. It was also established that the median new
vehicle price in Saskatchewan and Manitoba is $65,049, suggesting that a significant
proportion of new vehicles would fall into rate group 45. However, this Board also heard
that while not necessarily the case, newer vehicles typically enter the rate table at higher
positions and may shift downward over time. Khurram Masud added that MSRP is only one
factor influencing rate group assignment, with other considerations factoring into rate
group placement, including repair costs and vehicle risk profiles, as determined by the
IBC.%4 Therefore, when questioned about why a Toyota Camry would be included in the new
highest group 45, he clarified:

“Toyota Camry is one of the vehicles that are subject to theft, and it is a
commonly -- it's a common vehicle that's generally considered high frequency
of theft, which may be the reason why it's considered rate group 45 and it's
considered a high risk vehicle to ensure.

To effectively group risks into new rate groups and address the cross-subsidization concern
in a timely fashion, MPI is seeking approval of a new capping of +5 rate group movement
from the existing cap of +1. But the introduction of new rate groups alone would still require
years to effectively move customers to groups that are better aligned to their risk profiles.
Khurram Masud acknowledged that that “a plus five (5) rate group movement may result in
premium dislocation for some vehicles. However, this change addresses the prior limitation of plus
one (1) cap which prevented some vehicles from reaching their appropriate risk-based
classification and paying a lower premium than warranted”¢®

MPI acknowledges that by adding multiple rate groups with a plus 5 rate group movement
will result in premium dislocation for some customers.®” However, Satvir Jatana testified

83 Transcript. October 22, 2025, p. 1264, lines 15-19;
54 Transcript, October 22, 2025, p. 1370, lines 2-25;
85 Transcript. October 22, 2025, p.1411, lines 4-11;
%6 Ibid. lines 13-19;

57 Transcript, October 22, 2025, p. 1265, lines 13-15;
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that while the increased cost for these customers will occur, those added costs relate to
vehicles “that were not appropriately in the -- in the right group before.”%8

And although critical of MPI’s cap movement request, MPI notes that Oliver Wyman did
not offer any specific criteria used to determine the acceptability of a level of dislocation.®?

For additional information, please see Subsection 2.4 of this document.

2.2. Basic and Extension Deductible Changes

For the 2026 GRA, the Basic deductible will increase from $750 to $1,000, effective April
1,2026. This removes claims that would be otherwise covered by Basic, affecting the claims
expenses forecast. MPI bases the claims costs used for ratemaking on the results of its
claims forecasting process, therefore reducing the Basic revenue required. Section 3.4 is
dedicated to Claims Forecast and will further address this subject.

Maria Campos, Vice President & Chief Customer and Product Officer, testified before this
Board confirming that “MPI's decision to introduce a new one thousand dollar ($1,000) Basic
deductible is intended to balance affordability with long-term sustainability”7°

As illustrated in Figure Rl Appendix 3-1, the indicated rate requirement would have been
5.01% in the absence of any change to the Basic deductible. Furthermore, Figure RI
Appendix 3-2 demonstrates that, without the deductible adjustment, the average Basic
Autopac premium would have been $1,063.59.

Regarding the transition to the new deductible, this Board heard that MPI’s objective is to
ensure continuity, transparency, and customer choice.

Consistent with the customer-focused approach used in the 2021 Compulsory Extension
Review Project or CERP initiative, MPI will map customers to equivalent coverage to
prevent disruption in their coverage. This mapping reflects an assumption of customer
preference. For customers at the Basic deductible, Maria Campos confirmed they will be
notified of their opportunity to select a different deductible if they choose, at no
administrative cost, 45 days prior to their renewal.”?

%8 Transcript, October 14, 2025, p. 175, lines 1-3;

8 Transcript, October 27, 2025, p. 1870, lines 13-21;

70 Transcript, October 16, 2025, p. 679, lines 21-24;

" Transcript, October 24, 2025, p. 169, line 25, and p. 170, lines 1-21;
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With the implemented change, ratepayers will now have the option to pay approximately
$30 less or maintain a similar level of financial exposure by purchasing an Extension
product from MPI. This provides Manitobans with greater flexibility and choice in managing
their insurance costs.”?

2.3. Basic Revenue Requirement

MPI continues to forecast revenue for Basic compulsory automobile insurance using a
detailed methodology that reflects both historical trends and forward-looking
assumptions.

In this application, MPI seeks approval of an overall rate increase of 2.07%, calculated in
accordance with AAP.73 This represents a forecasted total of $1,461 million of total
insurance and non-insurance revenue for 2026/27 and $1,566 million for 2027/28.74

72CC (MPI) 1-37, part a and b;
73 Part VIl Ratemaking Overview, RMO-1 Certificate of the Actuary;
74 Part X Revenues, figure REV-1, line 12;
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2026/27 2027128
Projection Per Jun  Projection Per Jun
25,2025 Filing 25,2025 Filing

(millions) (millions)
BASIC
Motor Vehicle Premiums 1,352.8 1,454.6
Drivers' License Premiums 724 741
Reinsurance ceded 275 275
Total Net Premiums Earned 1,397.7 1,501.2
Investment Income 123.2 129.1
Service Fees & Other Revenues 36.7 38.2
Total Earned Revenue 1,558 1,669
Claims Incurred, net 1,100.7 1,151.5
Finance Income/(Expense) from (re)insurance contracts 90.7 925
Claims Expense 146.1 149.6
Operating Expense 124.7 128.8
Acquisition Expense 6.1 6.2
Commissions 64.0 67.3
Premium Taxes 447 47.0
Total Claims and Expenses 1,576.9 1,642.9
Net Income/(Loss) (19.3) 25.6
Adjust for Initiative Expenses (Order 2/25 14.8) 31.2 33.2
Net Income /(Loss) for Rate Setting Purposes 11.9 58.8

The initial application filed by MPI contained a +2.07% overall rate indication based on
market rates as of March 31, 2025 with a NMY of 4.09%.7°

The projections contained in the table above defer costs for information technology
systems which this Board directed be excluded from the rate indication.

As the Board has previously noted, MPI does not record a regulatory deferral account inits
financial statements to accumulate Board-directed deferred integration costs. Further,
MPI confirmed in the 2025 GRA that it cannot adopt International Financial Reporting
Standards or IFRS 14 Regulatory Deferral Accounts, a requirement to recognize a
regulatory asset or liability in a financial statement.’® The result is therefore a continued
misalignment between the rates approved by this Board and MPI’s financial statements.

7> MPI Exhibit 17, p. 4;
76 Order 2/25, p. 28;
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In the 2025 GRA, this Board noted that, in January 2021, the International Accounting
Standards Board or IASB issued an Exposure Draft, Regulatory Assets and Regulatory
Liabilities, that proposes rate regulated entities report regulatory assets and liabilities, and
regulatory income and expenses in their financial statements. This Board previously heard
from MPI that it is ineligible to adopt this Exposure Draft and the interim standard it will
replace.”” During the hearing this Board heard that IASB has stated that the release of this
new accounting standard will now be some time in 2026, but that MPI maintains that it will
be exempt from its application.”®

As it pertains to deferred initiative expenses, MPI forecasts a deferral of approximately
$26.5 million in 2025/26 and $31.2 million in 2026/27 or an average of $29.9 million for
the upcoming rating year. Had MPI sought recovery of these expenses, the AAP rate
indication would have been approximately 3.00% higher.”?

2.3.1. Claims Forecasting Projections

The evidence provided by the Claims Forecasting panel confirms that 71% of Basic
premium dollars go to paying claims costs with only 9% going to operating expenses.8° This
equates to roughly 71 cents per dollar of premium, consistent with 2025 GRA.8?

As stated in response to CC (MPI) 1-31, MPI anticipates a reduction in Basic claims costs
resulting from the proposed increase in the Basic deductible from $750 to $1,000. With
this change, MPI’s preliminary estimates suggest that the projected ultimate total losses for
Extension buy-down products will rise by approximately $29.8 million in the 2026/27
rating year. This increase is equivalent to the projected savings in Basic Collision and
Comprehensive coverages.

2.3.2. Multi-Year Rate Trend

For this GRA, MPI has adopted the net trend as a rate indication assumption for future
years, reflecting the premium rate changes necessary to offset projected loss cost trends.8?

77 Order 2/25, p. 29;

78 Transcript, October 20, 2025, p. 847, lines 6-22;

7% Transcript, October 20, 2025, pp. 982-983 ($10 million roughly equal to %1 rate increase);
80 MPI Exhibit #42, Claims Forecasting panel presentation, slide 4;

812025 GRA, MPI Exhibit #47, slide 4

82 part X Revenues, p. 5;
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Sabrina Kauk, Director of Financial Planning & Analysis with MPI, explained in her
testimony what this means for this application:

"Historically, when we filed the Application, we included the rate that was
being applied for in the rating year, and the forecast years assumed a 0
percent rate increase. This multi-year rate change represents the net trend
derived from the expected loss cost trend relative to the expected trend in
average premiums.

In this Application, we have applied that net trend assumption, which is
aligned to the loss cost trends that we're seeing on the claims side. It could
be inferred that, if we're expecting to see certain loss costs or claims trends,
that we would need revenue to offset those expected expense increases. So,
in order to provide a forecast that is aligned to expectations and not skew
results, we've applied that net trend to revenue.

MPI explained in its application®? that it applied a net trend as a rate indication assumption
for future years, as follows:

2027/28............... +0.87%;
2028/29....couevuune. +1.18%,; and,
2029/30......ccouuuuee. +1.36%.

These projections are provided for informational purposes within the 2026 GRA and are
intended solely to illustrate the directional pressure on rates should current trends in
claims costs and premium growth persist.84 In the absence of expense impacts, the net
trend serves as an estimate of the rate change needed to achieve a break-even position.8>

2.3.3. Basic Projected Operating Results

MPI’s projected operating results for 2026/27 and 2027/28 (the years affected by the 2026
GRA) with a 2.07% rate indication are as follows:8¢

8 part X Revenues Chapter, p.5;

84 part Il, Overview, section OV.3.1, p. 5;
852026 GRA PUB (MPI) 1-18, part b;

86 part X Pro Formas, PFla;
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In the 2025/26 fiscal year, MPI experienced stronger-than-expected growth in written
premiums, with actuals coming in $34.4 million higher than forecasted in the 2025 GRA.87

As demonstrated in Fig. REV-1,88 MPI forecasts $1,352,820,000 in motor vehicle premium
earned revenue for 2026/27 and $1,454,615,000 for 2027/28. Section 2.42.4 provides
further information on vehicle premium.

Driver premiums are also forecasted to grow modestly, with a 1.47% increase in earned
driver units for 2026/27.8° MPI continues to simulate driver movements across the Driver
Safety Rating (DSR) scale, incorporating the proposed expansion to DSR level +20. P° While
the driver premium for DSR +20 remains the same as DSR +19, MPIl is proposing to adjust
vehicle premium discounts by moving them one-third of the way toward actuarially
indicated levels.?! Section 2.5 provides more details on Driver Premiums.

Total service fee and other revenue is forecasted to be slightly lower than in the previous
year, primarily due to a 1.75% drop in interest rates (from 9.2% to 7.45%),°2 which affects
financing interest revenue.

MPI’s primary source of revenue includes motor vehicle premiums, driver premiums,
service and transaction fees, and investment income. The next sections outline these
sources and overall revenue needs.

2.4. Vehicle Premiums

In the fiscal year 2024/25, MPI reported actual earned motor vehicle premium revenue of
$1.15 billion,”® aligning closely with the forecasted amount®* and reflecting the 5.7%
overall rate increase approved in last year’s application.?®

For the current fiscal year 2025/26, MPI forecasts earned vehicle premiums at $1.22
billion. This amount reflects both the volume and upgrade factors, which continue to
influence premium growth. Looking ahead to the 2026/27 fiscal year, MPI forecasts earned

872025 GRA Part VIIl Revenues, Figure REV.1, line 4; compared with 2026 GRA Part X Revenues, Figure REV.1, line 4;
88 part X Revenues, REV-1, page 5;

8 part X Revenues, REV 3, p. 22;

% part X Revenues, REV 3, p. 25;

91 part X Revenues, REV 3, p. 25; and Part VIII Risk Classification RC Appendix 6, Figure RC App 6-4, p. 9;

92 part X Revenues, REV 5.1, p. 37;

9 Part X Revenues Figure REV-18, line 2;

9 Part X Revenues Figure REV-18, line 2: 2024/25 earned vehicle premium of $1,129,958 million;

% Part Il COM Appendix 1a, p. 5;
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motor vehicle premium revenue of $1.35 billion, based on a proposed 2.07% overall rate
increase.”’® This forecastis higher than the $1.27%7 billion projected in the 2025 GRA for the
same period, mainly due to the application of multi-year rate change plus higher projections
for volume and upgrade impacts.?®

For 2026/27, MPI projects continued growth in both motor vehicle volume and upgrade
factors, supported by a growth of HTA earned units of 1.87% for the year 2025/26 and
1.72% for 2026/27 and thereafter;?? and a vehicle upgrade factor of 2.54%,1°° which
includes the impact of expanding CLEAR rate groups from 41 to 45.101

MPI continues to incorporate both the volume and upgrade factors in its revenue
projections.’°2 The volume factor for 2026/27 is forecasted at 1.72%, higher than the
previous year, reflecting the aggregation of the forecasted unit growth by major class.193
For vehicle upgrade, MPI selected a long-term average of 10 years, excluding COVID-
impacted years (i.e., 2020/21 and 2021/22 year) of 2.54%; slightly below the actual 3.04%
observed in 2024/25.104

In 2026 GRA, MPI proposes to continue the Vehicle Premium Discount or VPD.1%> Namely,
MPI is proposing to increase the DSR level by 1 from +19 to +20, increasing the discount
for those DSR levels from 48% to 53%.19¢ To determine the PUB-directed discount for the
new level, MPI applied the same methodology outlined in Directive 13 of PUB Order
2/25.107

Volume growth is forecasted using policy year insured units. The combined impact of the
forecast premium revenue growth due to Upgrade Factor and Volume Factor is as follows:

% part X Revenues, REV.2.5, p.20, Figure REV-17;

97 Part X Revenues, REV.2.5, p.20, Figure REV-18, line 4;

%8 part X Revenues, REV.2.5 p. 19 and 21;

% part X Revenues, REV 2.1, p. 10;

100 part X Revenues, REV 2.2, p. 14;

101 part X Revenues, REV 2.2, p. 14;

102 part X Revenues, REV.2;

103 part X Revenues, Figure REV-6;

104 part X Revenues, REV 2.2, p. 13; and Figure REV-10;

105 vPD is an additional reward to registered owners of vehicles who have DSRs on the merit side of the scale, as
defined in Part VIII Risc Classification RC.9.3, p. 39;

106 part VIII Risc Classification RC.9.3, p. 39, Figure RC-5, line 1;

107 part VIII RC Appendix 6, page 9;
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Year Vehicle DSR Total Volume Total
Upgrade | upgrade | Upgrade | Factor (3) | Upgrade &
Factor (1) Factor (1) | Factor (2) Volume
2024/25 3.04% -0.49% 2.53% 1.87% 4.45%
2025/26 3.37% 0.04% 3.40% 1.87% 5.33%
2026/27 5.71% 0.05% 5.77% 1.72% 7.59%
2027/28 2.54% 0.15% 2.69% 1.72% 4.46%
2028/29 2.54% 0.11% 2.65% 1.72% 4.42%
2029/30 2.54% 0.04% 2.57% 1.72% 4.33%

MPI emphasized that the 2.07% rate increase request is in accordance with AAP and is
intended to offset the impact of changes to DSR discounts and other product adjustments.
The DSR discount changes alone are expected to reduce revenue by 4.62%, requiring a
7.02% increase in base vehicle premiums to maintain revenue neutrality. 108

Additionally, MPl is adjusting the Basic deductible, increasing it from $750 to $1,000, while
introducing a new $750 option under its Extension line. This change is designed to maintain
affordability and manage claims costs, indirectly supporting revenue stability.10?

Finally, MPI is proposing to expand the CLEAR system by increasing the number of rate
groups from 42 (rate groups 0-41) to 46 (rate groups 0-45) for the 2026/27 rating year.110
This expansion is designed to better reflect the evolving claims experience of newer, higher-
value vehicles, particularly those that are more expensive to repair. The CLEAR-based
reassignments will result in 44.8% of vehicles receiving higher rates, 54.9% receiving lower
rates, and 0.3% remaining unchanged for 2026/27.111 The expansion is expected to
generate approximately a 3.1% increase in premium revenue, which has been incorporated
into the premium trend as additional revenue.112 This adjustment ensures that vehicles
with higher claims costs contribute more appropriately to the overall premium pool.

108 part VIIl Ratemaking Overview, Figure RMO-1, p. 5 of 9;
109 part VIII Rate Indication, p. 23;

110 part VIII Risk Classification, p. 23;

111 part VI Risk Classification, p. 23;

112 part VIII Dislocation Report, p. 15;
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2.5. Driver Premiums

Driver insurance premiums under MPI are determined by a driver’s position on the DSR
scale. As of the 2026/27 rating year, the base premium for drivers at DSR level O remains at
$55, following the $10 increase approved in the 2025 GRA. Drivers at higher DSR levels
continue to receive discounts ranging from $5 to $30, while those at lower levels face
surcharges, with premiums reaching up to $3,010 for drivers at DSR -20.113

For the 2026 GRA, MPI does not propose any changes to driver premiums. The newly
introduced DSR level +20 will receive the same discount as DSR +19, maintaining
consistency in the merit-based structure.11* In compliance with PUB Order 2/25, directive
15; MPl is implementing a one-third movement toward actuarially indicated discounts for
all positive DSR levels, rounded down to the nearest whole number, with vehicle base rates
adjusted to offset the resulting revenue impact.11°

MPI forecasts $66.3 million in revenue from driver premiums for the 2025/26 fiscal year
and $72.8 million for 2026/27.11¢ These projections reflect the full-year impact of the $10
increase in the base driver premium introduced in 2025 GRA. The increase in revenue is
also supported by a growing number of licensed drivers, although MPI notes that upward
movement on the DSR scale continues to limit revenue growth, as more drivers qualify for
higher discounts.11”

The $10 increase in driver premiums was justified in the 2025 GRA as a means to reduce
pressure on vehicle premiums and maintain overall rate stability. MPI emphasized that
driver premiums had remained unchanged for over 27 years prior to the 2025 GRA
increase, with the last adjustment occurring in 1997 GRA. The increase was also positioned
as away to ensure that all licensed drivers contribute equitably to the cost of the Personal
Injury Protection Plan (PIPP), which provides coverage to all Manitobans regardless of
vehicle ownership.118

113 part VIII ART Chapter, Figure ART-2 at p. 6 of 11;

114 part VIII Risk Classification Chapter, p. 37, RC.9.2, Figure RC-4;
115 part VIII RC Appendix 6, p. 10;

118 part X Pro Formas, Figure PF-1;

117 part VIII Risk Classification, p. 23;

118 part || COM Attachment C, p. 1222-1224
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2.6. Reinsurance Premiums

MPI’s Basic Reinsurance Program consists of two components: the Catastrophe Program,
which provides protection against severe weather-related physical damage events such as
hail, wind, flooding, and fire; and the Casualty Excess of Loss Program, which safeguards
against the financial impact of serious bodily injury claims under the Personal Injury
Protection Plan.1t?

Respecting the Catastrophe Program, this Board received evidence that MPI renewed its
aggregate program for 2025 with no change in its structure. That is, the program contains
an upper coverage limit of $400 million, an aggregate deductible of $50 million, and a per-
occurrence deductible of $2 million.12° The Board received evidence that the allocation of
the catastrophe treaty premium was adjusted to place a greater share on the Basic line of
business as MPI observed a fairly consistent allocation of catastrophe losses in the last 10
accident years. So, prior to the adjustment, 67.1% of the treaty premium was allocated to
Basic. After the adjustment 91.5% was allocated to Basic as, over the past 10 years, an
average of 91.67% of catastrophe losses were incurred by Basic.12! For 2025/26, MPI
forecasts $26.3 million in treaty premiums and the forecast essentially remains flat for
2026/27 and 2027/28.122

While the Casualty Program was also renewed for 2025, the Board received evidence that
MPI did not renew the $10 million excess of $10 million layer as a change (reduction) to
third party liability limits for the non-Basic line of business. The program now exclusively
covers the Basic line with the $30 million excess of $20 million layer. The full cost of this
layer is allocated to the Basic line of business. However, the result remains an 18%
reduction in Basic Program costs when compared to last year’s forecast. MPI now forecasts
$1.1 million in costs for 2025/26 versus the $1.3 million forecast in the 2025 GRA. MPI
forecasts $1.1 million in program costs for 2025/26 and the forecast remains flat for
2026/27 and 2027/28.123

This Board heard that total projected reinsurance costs for the 2025/26 rating year have
increased $7 million year over year. 12 MPI| was asked to explain this increase and

119 2026 GRA, Part X Revenues, p. 30;

120 2026 GRA, Part X Revenues, pp. 30-31;

121 2026 GRA, Part X Revenues, pp. 30-31;

1222026 GRA, Part X Revenues, p. 30 — Fig. REV-31;
123 2026 GRA, Part X Revenues, p. 30 — Fig. REV-31;
124 Transcript, October 22, 2025, pp. 1307;
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attributed it to higher premiums for the Catastrophe Program, reflecting continued losses
from the catastrophic events from the 2023/24 fiscal year and the revised allocation that
places a greater share of the premium on Basic.1?°

2.7. Investment Income

MPI uses the financial model to forecast investment income for 11 asset classes: cash,
provincial bonds, corporate bonds, non-marketable or MUSH bonds, commercial
mortgages, Canadian equities, global equities, low volatility global equities, real estate
(Cityplace and a pooled fund), infrastructure and private debt.12¢ The funds available for
investment are primarily the assets which support the unearned premium reserves and the
unpaid claims reserves,'?” being the Basic Claims, Rate Stabilization Reserve and the
Employee Future Benefits portfolios.

Investment income earned from its investment portfolio means less premium revenue
required. For 2024/25, MPI realized $238.3 million in net investment income for the Basic
line of business, up from the $91.8 million earned in 2023/24128 and $102.0 million from
the $136.3 million forecasted for 2024/25 in the 2025 GRA.12? MPI says that this increase
is primarily attributable to the higher-than-expected capital gain for marketable bonds
(from decreasing interest rates) and equity gains.

For 2025/26, using the March naive interest rate forecast, MPI now forecasts investment
income for Basic to be $121.6 million, a decrease compared to the $130.3 million
forecasted for this year in the 2025 GRA Rate Update.130 For 2026/27, MPI also forecasts
a decline in investment income for Basic when compared to last year, with a forecast of
$123.2 million versus $134.6 million in the 2025 GRA. 131

MPI updated its interest rate forecast as requested by this Board and provided an updated
forecast of investment income in its Rate Update submission at MPI Exhibit 17. Notably,
the update shows for 2025/26 a decrease in investment income from $121.6 million to
$60.5 million, primarily due to lower than expected gains on marketable bonds!32 which

125 pyg (MPI) 1-8;

126 2026 GRA, Part XII Investments, p. 12;

127 Order 2/25, p. 31;

128 2026 GRA, Part XII Investments, Fig. INV-2;

129 2026 GRA, Part XII Investments, p. 84;

130 Order 2/25, p. 32 compared to 2026 GRA, Part Xll Investments, Fig. INV-2;

131 Order 2/25, p. 32 compared to 2026 GRA, Part XIl Investments, Fig. INV-2;

132 MPI Exhibit 17, p. 47 — PF-5 Explanation — Statement of Operations — 2025/26 Comparative;
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MPI says almost entirely relates to the increase in the yield on the 10-year Government of
Canada Bond between March 2025 and August 2025, which caused a decrease in the value
of the fixed income portfolio.133

The update also shows investment income for Basic increasing to $126 million in 2026/27
and again in 2027/28, to $133.6 million.134

Section 8 of this closing submission provides additional detail on MPI’s investment
portfolios and returns.

2.8. Service Fees and Other Revenues

MPI now presents service fees and other revenues in two different categories in its
Statement of Operations: Other Insurance Revenue and Service Fees and Other Income.
The first category is the transaction fees earned to provide services to policyholders
(including pay arrangement fees) while the latter category reflects all other fees and income
not related to insurance contracts.’®> MPI continues to forecast these categories in
combination and at a corporate level, with the share allocated to Basic determined using
the established allocation methodology.13¢

MPI does not apply for any changes in service fees in this GRA.

In the 2025 GRA, MPI forecast $35.4 million in revenues for 2024/25 and in the 2026 GRA
confirmed actual revenues of $39.7 million. For 2025/26, MPI forecasted $37.1 million in
the 2025 GRA and now budgets $36.6 million. For 2026/27, MPI forecast $37.9 million in
the 2025 GRA and forecasts $36.7 million this year. For 2027/28, MPI forecast revenues to
increase to $38.2 million.13” MPI explains that, when compared to the 2026 GRA, the lower
forecastin this GRA is primarily due to the lower-than-expected financing interest revenue
attributable to lower interest rates.138

2.9. Extension Operations

As in prior GRAs, MPI filed financial information and forecasts for Extension operations.
While MPl is currently without an approved Capital Management Plan, excess capital was

133 MPI Exhibit 17, p. 47 — PF-5 Explanation — Statement of Operations — 2025/26 Comparative;
134 MPI Exhibit 17, p. 58, PUB (MPI) 2-18;

1352026 GRA, Part X Revenues, p. 34;

136 2026 GRA, Part X Revenues, p. 35;

1372026 GRA, Part X Revenues, p. 35, Fig. REV-36 compared to Order 2/25, p. 32;

138 2026 GRA, Part X Revenues, p. 42;
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again transferred from Basic to Extension. MPI’s projected statement of operations for
Extension®? is:

2026/27 2027/28
Projection Per Jun Projection Per Jun
25, 2025 Filing 25, 2025 Filing

(millions) (millions)
EXTENSION
Motor Vehicle Premiums $256.49 $272.67
Reinsurance ceded 2.4 2.4
Total Net Premiums Earned 254 1 270.3
Investment Income 8.5 8.9
Service Fees & Other Revenues 11.2 11.5
Total Earned Revenue 273.8 290.7
Claims Incurred, net $131.50 $153.38
Finance Income/(Expense) from 2.8 3.3
(re)insurance contracts
Claims Expense 14.9 15.0
Operating Expense 16.3 16.9
Acquisition Expense 0.4 0.4
Commissions 47.3 50.0
Premium Taxes 79 8.4
Total Claims and Expenses 2211 247.4
Net Income/(Loss) $52.71 $43.35

As indicated in Figure REV App 3-1, the actual overall rate change for Extension in 2024 &
2025 was 11.41% and 2.05% overall, respectively. MPI’s analysis indicates that an overall
rate change of 2.0% will be required for Extension in 2026 to maintain premium
neutrality.24® Khuram Masud indicated during his testimony before the Board that the
Extension rate indication analysis was actively in progress at that time. 141

Increasing the Basic Insurance deductible to $1,000 from $750 results in Basic rate
decrease of about 2.94%, which is an average reduction in premiums per insured unit of

139 Part X Pro Formas, EPF1la;
140 part X REV Appendix 4
141 Transcript, October 21, 2025, p. 1171, lines 10-12;
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$30.34. For extension, it would represent an increase of $30 per insured unit from changes
to its Basic deductible.142

Khurram Masud clarified that, relative to the 2025 GRA compliance filing, the total
premium projected for the 2026/27 rating year did not materially change in the 2026 GRA.
He further explained that, had there been no adjustment to the Basicdeductible inthe 2026
GRA, the Extension premium forecast for 2026/27 would have been lower than the level
projected in the 2025 GRA compliance filing.

Additionally, MPI revisited the Extension claims forecast, which is lower than last year's
projection.143

MPI anticipates a reduction in Basic claims costs resulting from the increase in the Basic
deductible from $750 to $1,000. However, should policyholders continue to purchase
deductible buy-down options such as the $200 deductible available through Extension
coverage, MPI projects a corresponding increase in Extension claims costs. Preliminary
estimates indicate that the projected ultimate total losses associated with Extension buy-
down products will rise by approximately $29.8 million for the 2026/27 rating year. This
increase is expected to offset the projected savings in Basic Collision and Basic
Comprehensive coverages, as shown in response to CC (MPI) 1-31, figure 1.

2.9.1. Projected Net Income (2025/26 and 2026/27)

EPF-4 indicates that insurance revenue for 2024/25 was $223.1 million actual compared
to $219.5 million forecast for an increase of $3.6 million. Net income from operations for
the same year had a forecast of $40.0 million and an actual of $53.7 million. This represents
a 34.2% increase in ‘actual’ over ‘forecast’ at $13.7 million.144

MPI projects that both insurance revenue and insurance expenses will increase with a
forecast in net income operations being $68.5 million in 2025/26 and $52.7 million in
2026/27 .14

142 Response to CC (MPI) 1-37, figure 1, p. 3 of 5;

143 Transcript, October 21, 2025, p. 1171, lines 13-22;
144 part X Pro Formas EFP-4, p. 28 of 31;

145 part X Pro Formas, page 26, EPF-1
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In part, the decision to increase the Basic deductible has resulted in an increase to the
Extension premium forecast for 2026/27 compared to the 2025 GRA compliance filing.14¢

2.9.2. Extension Transfers to Basic

The five-year financial forecast submitted in this GRA is predicated on the assumption that
all Extension capital more than Extension’s 200% minimum capital target will continue to
be allocated toward subsidizing the Basic line of business.14’

On March 31, 2025, $52.9 million was transferred from the Extension line of business to
the Basic line of business, bringing the MCT for the Extension line of business to 200%.148
Afurther transfer from Extension to Basicis anticipated by the end of the current fiscal year
in the amount of $60.5 million. Transfers are projected for fiscal years of 2026/27 and
2027/28 in the amounts of $48.5 million and $34.9 million respectively.14? These transfers
are required to prevent the MCT ratio of the Basic Rate Stabilization Reserve from falling
below 100%.

By using transfers from Extension to Basic, MPI helps keep rates more affordable for its
customers.’© Further, these transfers ensure that Basic can maintain that the Basic MCT
Ratio is sustainable. MPI expects to continue to utilize Extension capital transfers more
than Extension’s 200% target to subsidize Basic. Without these transfers, the Basic MCT
Ratio would be forecast below its RSR target with 57% in 2026/27, 55% in 2027/28, 55%
in 2028/29 and 57% in 2029/30.1>1

2.9.3. Extension Transfers to Other Lines of Business

MPI is confident that no capital transfer will be required from Extension to SRE between
2026-2030. Substantial work has been undertaken to strengthen the SRE’s financial
position, including through product offerings, rate structures, underwriting rules and fleet
safety initiatives.1>2 The improvements that MPI has made are expected to restore

146 Transcript, October 21, 2025, page 1172, lines 7-12

147 Transcript, October 20, 2025, p. 811, lines 23-25, and p. 812, lines 1-3;
148 part XI RSR, page 7;

149 part X Pro Formas, EPF-3, page 27;

150 Transcript, October 14, 2025, pages 154-155, lines 22-25 & 1-2;

151 Expenses & Financial Forecasting presentation, slide 5;

152 pyg (MPI) 1-70, part d;
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profitability and reinforce SRE’s capital base.’>® During the 2024/25 year, SRE's MCT
strengthened and ended at 225%.14

DVA operating expenses have consistently been underfunded by the Government in recent
years and DVA is currently forecast to have a continued deficit.1>> Absent a funding
arrangement, the DVA line of business will continue to require additional capital.1%¢
However, MPI has had discussions with the Government regarding the DVA's challenges
and Satvir Jatana confirmed that MPI has received initial commitment that the government
will be working with MPI towards a self-sustainable, breakeven DVA.1>” MPI’s goal would
be to have the costs of the DVA funded by the government and not any other line of
business.?® MPI remains hopeful that a resolution can be formalized in 2026/27.1>7

In response to CC (MPI) 1-88, MPI provided the forecasted loss and retained earnings
related to the DVA line of business:

Fiscal Annual

Year Income / (Loss) Surplus / (Deficit)
2024/25 (29.7) 36.6
2025/26 (14.5) 22.1
2026/27 (13.8) 8.3
2027/28 (16.0) (7.7)
2028/29 (15.4) (23.1)
2029/30 (17.7) (40.8)

Figure 8 of PUB (MPI) 1-61, indicates the total expenses for Normal Ops of the DVA in
2024/25 increased by $5.0 million between the 2026 GRA and the 2025 GRA. Initiatives -
Implementation expenses within DVA saw a higher increase of $22.0 million between the
2026 GRA and 2025 GRA, primarily from increases in data processing. The total change
being an increase of $27.0 million.

Figure 9 of PUB (MPI) 1-61, indicates the total expenses for Normal Ops of the DVA in
2025/26 decreased by $1.6 million between the 2026 GRA and the 2025 GRA. Initiatives

153 pyg (MPI) 1-70, part d;

154 pUB (MPI) 2-44 Appendix 1

155 pUB (MPI) 1-34, Figure 3;

156 pUB (MPI) 1-72;

157 Transcript, October 14, 2025, page 154 lines 16-22 & page 156 lines 16-20;
158 Transcript, October 14, 2025, page 167 lines 1-7;

159 CC (MPI) 1-20, part b;
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- Implementation expenses within DVA saw a decrease of $15.2 million while Initiatives -
Ongoing saw anincrease of $12.6 million. The total change being a decrease of $4.3 million.

MPI has been focused on long-term strategies to ensure the stability and sustainability of
the DVA and SRE lines of business.1¢0

Section 4.1 provides more detail on the Overall Financial Strength of MPI.

3. RatelIndications

3.1. Accepted Actuarial Practice Ratemaking

In Orders 162/16 and 2/25, this Board issued directives that MPI’s rate proposal be
anchored on rate level indications derived in accordance with accepted actuarial practice
in Canada or AAP.161

Ratemaking in accordance with AAP requires determining the indicated rate level such
that, for a given future rating year, the present value of expected future revenue cash flows
(e.g., premiums and fees) equals the present value of expected future expense cash flows
(e.g., claims, adjusting expenses and non-claims-related costs, including any profit
provision).162

In this GRA, MPI complies with Directive 14.4 from Order 2/25 by anchoring its rate
application to the rate indications derived in accordance with AAP. Material aspects of the
AAP ratemaking methodology used by MPIl in the 2026 GRA are reviewed in this section.

3.2. New Money Yield

In keeping with Accepted Actuarial Practice in Canada, MPI discounts the 2026/27 rating
year claims costs using an appropriate investment return to reflect the time value of
money.13 MPI does this using a single naive investment yield referred to as the NMY.

In the 2026 GRA, MPI calculated the NMY using the weighted average yield of all asset
classes held in the Basic claims portfolio, consistent with its Order 145/23 and 2/25.164

160 part |11 — Appendix 1, slide 31

161 Order 29/25, pp. 11-14;

162 Order 2/25, p. 36;

163 2026 GRA, Part VIII Rate Indication, p. 7;

164 2026 GRA, Part VIII Rate Indication, p. 7 and Order 2/25, p. 37;
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The NMY assumption was 4.27% before investment management expenses and 4.09%
after expenses.16>

On September 25, 2025, MPI filed its rate update with this Board, which updated the AAP
rate indication exclusively by updating the NMY, using the yields on provincial Bonds,
corporate bonds, real return bonds and MUSH bonds as of August 315t and the yields on
real estate and mortgages and asset durations as of July 315t (assumed to be CPI1+4, using
the July 315t CPI) as August 315tdatais not available in time for its inclusion in the update.1¢¢
The updated NMY was 4.56% before investment management expenses and 4.38% after,
or an increase of 29 basis points from the original assumption, which decreased the rate
indication by 0.50%.17 For more information on the changes to the NMY between the
initial filing and the rate update, please see Slide 8 from MPI Exhibit #8 below:

NMY: March 31 vs August 31

Provincial Bonds
Real Return Bonds
Corporate Bonds
MUSH Bonds
Real Estate
Commercial Mortgages
otal
Investment Management Fees
Yield After Fees

Provincial Bonds
Real Return Bonds
Corporate Bonds
MUSH Bonds
Real Estate
Commercial Mortgages
otal
Investment Management Fees
Yield After Fees

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

Of note, in Information Request PUB(MPI) 2-3, MPI was asked to provide the impact of its
move to a new real estate benchmark (MSCI Quarterly Property Fund Index over CPI +4%)
on the NMY. The result of the analysis showed that using the new benchmark reduced the

1652026 GRA, Part VIII Rate Indication, Fig. RI-1 New Money Yield Calculation;
166 \IP| Exhibit 17, p. 3;
167 MPI Exhibit #17,p. 4;
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NMY as at March 31 by 19 basis points, from 4.09% to 3.09% and further reduced the NMY
as at July 31 by 15 bases points, from 4.38% to 4.23%. 168

The result is that, if the July/August updated NMY with the new real estate benchmark is
used, the rate indication decreases by 24 basis points, from 2.07% to 1.83%. If it is updated
using the previous benchmark, it decreases by 50 basis points, from 2.07% to 1.57%.16?
However, as the NMY is only updated to reflect the new benchmark (i.e., continues to be as
of March 31), the rate indication increased by 26 basis points, from 2.07% to 2.33%.170

Despite the changes to the rate indication in this GRA, MPI requests that the PUB
discontinue the practice of requiring the rate update!’! and does not apply for approval of
the updated rates per the September 25, 2025 Rate Update.’2 For more information,
please consult Subsection 1.2.6 of this submission.

3.3. Claims Costs Forecast

The Claims Forecasting panel of witnesses testified that, despite the growth and maturity
of the team - which now includes the addition of a Chief Claims Officer - the work of MPI
actuaries continues to be made more difficult by the uncertainty in recent claims data.1”3
As no claims forecast will be 100% accurate, the best that can be done is to refine existing
methodologies and processes to best position the Corporation for a result that is as
accurate as possible.

In this hearing the Board heard that, for 2024/25, Ultimate Total Losses were $1.03 billion,
which is approximately $76 million or 8% higher than the $954 million projected in the
2025 GRA.Y74 The difference was explained by higher-than-expected physical damage
claims.17>

As it concerns forecasting, the Board heard that MPI continues to use the following two-
step methodology to forecast ultimate total losses for the applicable accident year7¢:

168 \P| Exhibit #17, pp. 54-57;

169 MPI Exhibit #17, p. 4;

170 MPI Exhibit #17, pp. 4-5;

171 See Section 1.2.6 above;

172 MPI Exhibit #17, p. 1;

173 Transcript, October 21, 2025, pp. 1062-1064;

174 Transcript, October 21, 2025, pp. 1096-1097 and 1099, lines 23-25, 1-14, 15-24 — See also MPI Exhibit 59;
175 Transcript, October 21, 2025, p. 1098, lines 20-22;

176 MPI Exhibit #45, Slide 6;
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Step 1: Find past patterns by:

= |ooking at past claims data to see how costs have changed over
time.

= using statistical tools and consider things like MPI operations
and economic conditions to pick the most accurate past trend.

= deciding what future trend makes sense, even if it’s different
from the past.

= making sure the trend chosen helps keep rates stable while still
responding to changes.

Step 2: Predict future costs by:

» starting with past claim costs and adjust them to today’s level
using the trends from Step 1.

= calculating an average cost based on the last five years.

= applying the future trend to estimate what claim costs will be
in each upcoming year.

= adjusting if MPI changes its products or coverage options.

Using this method, MPI projects ultimate total losses for the 2026/27 rating year to be
$1.146 billion, $53.6 million or 4.91% higher than the $1.092 billion forecasted in the 2025
GRA.Y7 This translates to a $27.34 or $2.47% increase in the projected ultimate loss costs
in the 2026/27 rating year.1’8 In terms of rating years, which is a weighted average of two
accident years, this Board heard that the expected claims in the 2026/27 rating year are
$113 million or 10.9% higher than the expected claims in the 2025/26 rating year as set out
in the 2025 GRA or 13.3% ($137 million) higher without factoring in the impact of the new
$1,000 Basic deductible.'”?

The slide below from the Claims Forecasting Presentation€0 illustrates the basis for the
increase in projected ultimate loss costs from last year. As can be seen, the main influences

1772026 GRA, Part VIl Claims Forecasting, Fig. CF-3;
178 MPI Exhibit #45, slide 9;

179 Transcript, October 21, 2025, pp. 1102-1106;
180 \MP] Exhibit #45, slide 10;
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on this new projection are updates to claims experience, future losses update, the change
in the Basic deductible from $750 to $1,000 and the revised approach to adjusting future
frequency trends to account for the work from home (WFH) phenomenon flowing from the
COVID-19 pandemic.

Breakdown of Increases in 2026 GRA

2026/27 Rating Year Projected Losses per unit insured

® |Increase ® Decrease ® Total

$21.1

= -7
-7 - $1,134.2

-$16.2 N

$1,106.9

Update to claims experience Revising WFH approach 2026 GRA
2025 GRA Future losses update Deductible Change

In recent GRAs, MPI has introduced enhancements to its claims forecasting methodologies.
For example, last year, MPI established statistical regression models using loss cost data
and modeled future Weekly Indemnity and Accident Benefits - Other (Indexed) severity
trends using Manitoba Consumer Price Index (CPI) lagged by a year.181

Inthe 2026 GRA, MPI introduced two new enhancements: Separate loss trends by peril for
Basic Comprehensive coverage and an improved model for capturing the impact of WFH
on the frequency of past claims.1®2 This Board heard from Cara Low that these forecasts
split by peril help MPI understand movements in the frequency and severity and that the
revised approach to WFH is an example of how MPI’s actuaries leverage lessons learned to
update and refresh their assumptions and methodologies to ensure the most accurate
forecast possible.183

181 Order 2/25, p. 39;
182 \P] Exhibit #45, Slide 8;
183 Transcript, October 21, 2025, pp. 1063-1064, lines 3-25, 1-23;
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Why did MPI change its WFH assumption this year? As Mr. Masud testified, MPI previously
relied on a mobility report from Google and a Commuter Behaviour Survey to determine
adjustments to past claim frequencies. However, this Board heard that there were
significant limitations to those approaches: the 2024 claims experience showed a higher-
than-expected frequency!®4, and MPI's own fitted regression models would no longer
produce a statistically significant variable for mobility.18> MPI also reviewed evidence from
other sources (Statistics Canada and TomTom’s Traffic Index) that suggest a return to pre-
COVID levels for commute times.1®® Cara Low testified that the previous Google mobility
report was based on winter data did not pick up seasonality and would probably
underpredict driving behaviour.18”

Simply put, MPI no longer believes it is appropriate to continue to impact accident years
using a WFH adjustment. It therefore assumes in this GRA that the 2023 accident year was
the last year impacted by WFH and assumes no further increases in forecasted frequency
due to expectations of commuting patterns.188

In support of its position, MPI proposes in this GRA the use of a linear declining scalar
adjustment in the regression model to reflect the gradual normalization of driving patterns
as the effects of WFH.18? It uses a simple model that assumes commuting returns to pre-
pandemic levels using numeric variables 4, 3, 2 and 1 to model WFH impacts between 2020
and 2023 and implicitly assumes no WFH impact in 2024 and beyond. The result is a model
that produces a statistically significant variable for Mobility - in other words - a model that
better explains the recent unexpected increases in claims frequency that was not predicted
under the previous methodology.1?°

The Claims Forecasting witness panel spoke to the slide1?! below from their presentation.
The chart on the slide compares the actual frequency trend with the trends from the past
and proposed MPI models along with the alternative model proposed by Oliver Wyman. Mr.
Masud testified that the proposed MPI model - represented by the blue line on the chart -

184 Transcript, October 21, 2025, p. 1072, lines 20-23;

1852026 GRA, Part VIl Claims Forecasting, p. 23;

186 Transcript, October 21, 2025, pp. 1072-1073, lines 24-25, 1-5;
187 Transcript, October 28, 2025, p. 2077-2078, lines 10-20, 4-11;
188 2026 GRA, Part VIl Claims Forecasting, p. 24;

189 Transcript, October 21, 2025, pp. 1072, lines 15-19;

190 2026 GRA, Part VIl Claims Forecasting, pp. 23-24;

191 MPI Exhibit #45, Slide 14;
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aligns with the actual data and provides a more accurate representation of current driving
behaviour.192

Working From Home Adjustment

Collision Frequency WFH Models

>
9]
=
Q
=)
o
[
e
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2022

Accident Year

=== Ultimate Frequency == New WFH Model == 0ld WFH Model = 0W WFH Model

Oliver Wyman opined that use of MPI’'s new simplified mobility parameter would not be
reasonable.’”® Rajesh Sahasrabuddhe testified that, in their view, MPI gave too much
consideration or weight to model fit and not enough to interpretability and
explainability.1?* And while Oliver Wyman initially agreed with MPI’s assumption of a
return to pre-pandemic levels for accident year 2024 given that the last data point
appeared supportive, they seemingly abandoned their position during the hearing when
referring to Information Request PUB(CC) 1. Oliver Wyman indicated this data point was
based on information as of September 30, 2024, which they stated made the data less
reliable.1?> Of note, Oliver Wyman did not suggest that the September 2024 data point
should be completely discounted - testifying instead that it should be viewed as
“uncertain”.1?6

192 Transcript, October 21, 2025, pp. 1073, lines 6-17;

193 CC Exhibit #8, p. 9;

194 Transcript, October 27, 2025, pp. 1725-1726, lines 18-25, 1-3;
195 Transcript, October 27, 2025, pp. 1730-1734 and 1854;

1% Transcript, October 27, 2025, p. 1733, lines 16-22;

Manitoba Public Insurance Page 42



October 30, 2025 Clean MPI Exhibit #68
October 30, 2025 MPI Exhibit #67
2026 General Rate Application

Closing Submissions of the MPIC

The charts below provide a good comparison of the two approaches presented by Oliver
Wyman in this hearing!?”:

CONTINUATION OF WFH ADJUSTMENTS: REVIEW OF COLLISION DATA

Actuarial Evidence PUB (CC) 1 (excludes 2024)

134 134 4

122 122 9

110 110

frequency (log scale)
frequency (log scale)

99

90 +

1 T T T T T T T T 1 1 T T 1
2012 2014 2016 2018 2020 2022 2024 2012 2014 2016 2018 2020 2022 2024

Accident Year Beginning April 1, 20XX Accident Year Beginning April 1, 20XX

On cross-examination, it was conceded by MPI that commuting time measures do not
appear to be a good explanation for changes in exposure1?8 but on the topic of whether
changes in commuting behaviour was linear (and therefore may be explained by a model
such as the one proposed in this GRA), MPI witnesses testified that the existing model was
already reducing the WFH adjustment linearly and that there was no evidence to support
that this behaviour between 2020 and 2024 was not linear.1?? MPI then undertook to
produce an analysis of whether fuel sales data supported the use of the scalar model for
mobility. In response, MPI provided an analysis which looked at annual fuel sales for road
motor vehicles in Manitoba and compared them to MPI’s new model, the mobility
assumptions originally proposed by Oliver Wyman and the mobility assumptions used by
MPI in the 2025 GRA. For MPI, the results did not show that fuel sales data supports any
mobility model.290

197 CC Exhibit #10, Slide 25;

198 Transcript, October 21, 2025, p. 1130, lines 18-23;
199 Transcript, October 21, 2025, p. 1127, lines 6-24;
200 MPI Exhibit #60;
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During cross examination of Oliver Wyman, this Board heard that, according to Statistics
Canada data, gasoline sales appear to have essentially returned to pre-COVID levels in
2024 but that 6.8% less gasoline appears to have been used per vehicle in 2024 compared
to 2019. The Board also received evidence that fuel efficiency of the Manitoba fleet does
not appear to have materially changed during that period and that electric and hybrid
vehicle adoption rates appear to be relatively low and may not be sufficient to explain the
entirety of the lower fuel consumption observed in 2024 compared to 2019. When asked,
Oliver Wyman agreed that fuel sales data is not consistent with the conclusion that
Manitoba drivers have returned to pre-pandemic levels of driving.2°? However, this Board
also heard from Cara Low that missing from the analysis is consideration of data like
kilometers driven (which she believes is a better proxy for mobility), a review of current
electric vehicle adoption rates (which she expected to rise higher following the
Government of Manitoba’s EV Rebate program) and a study of the impact of the Province’s
gasoline tax holiday.?2°2 Cara Low also testified that her team continues to monitor collision
frequency and noted it is still increasing more than expected and that, with announcements
from the Governments of Ontario and Alberta on return to office, the expectation is that
we will see more people driving to work.2%3 Of note, in response to PUB (MPI) 1-57, updated
loss trends for Collision, based on March 2025 data, show that the estimate only changed
by 2.5% (i.e.,from 10.36% to 10.10% for the 2024 accident year). Therefore, additional data
appears supports this “uncertain” data point.

This Board received evidence as to the impact of the three approaches reviewed in this
GRA. Specifically, the Board heard that reverting to the past methodology means adjusting
accident year 2024 for WFH, which results in a decrease in the rate indication by 0.27
percent (from 2.07% to 1.80%).2°4 As indicated, the Board also received from Oliver
Wyman a third approach (which they appear to no longer support), being to revert to the
existing MPIl methodology but assume no WFH impact in the 2024 accident year and
beyond. MPI responds to this approach in Subsection 3.3.4 below when reviewing the
selected loss trend assumptions.

Cara Low testified that MPI’s scaler model continues to be the best fit at this point and the
recommended model to adjust for the impacts of the COVID pandemic.2%°> As to the risk of

201 Transcript, October 27, 2025, p. 1856-1866;

202 Transcript, October 28, 2025, pp. 2024-2031;

203 Transcript, October 28, 2025, pp. 2078-2079, p. 12-25, 1-18;
204 Transcript, October 21, 2025, pp. 1138, lines 9-18;

205 Transcript, October 28, 2025, pp. 2031, lines 10-21;
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continuing to assume a COVID impact on future mobility, Cara Low testified there is a risk
of being underpriced and that, from everything she is seeing, the new mobility parameter
proposed by MPI is not only a better reflection of today’s environment but also the
environment that will be happening during the upcoming rating year.2%¢

3.3.1. Valuation Data (September versus March)

As part of the first step inits claims forecasting process, MPI used claims count and severity
data based on a September 30t valuation. However, as the Board heard, MPI then applies
selected trends based on the September 30t valuation to ultimate loss costs that use a
valuation from March 315t of the following year. In the 2026 GRA this means that trend
selections use September 30, 2024 valuation data but then use March 31, 2025 valuation
data to apply selected trends to ultimate loss costs.2°7

During the hearing, MPI witnesses clarified that the different valuations are used to
position MPI to file the GRA on time. While MPl used to be able tofile its applications using
year-end valuation data, this was when MPI’s fiscal year ended February 28t. The Board
heard that MPI’s actuaries are reviewing ways to introduce automation to hopefully once
again use fiscal year end valuation data, but the team was unable to commit to including it
in any specific GRA.208

In the first round of Information Requests filed August 7, 2025, MPI was asked to update
its trend analysis for Collision alone using the March 31,2025 valuation.?%? The request was
to provide the trend analysis that MPI could not provide by the original filing date. MPI
complied and produced an analysis, the result of which is more accurate than the one
included in the 2026 GRA filing (in respect of the Collision coverage) and reduces the
overall rate indication by 0.54 percentage points (from 2.07% to 1.53%).

However, despite this MPI did not update its rate request in this GRA and strongly cautions
this Board on the use of these updated selected trends for a variety of reasons:

1. As MPI could not have included selections using March 31 valuation data in its
original filing - the request puts MPI in the impossible position of never being able
to meet the expectations of the PUB in terms of the methodology used to calculate

208 Transcript, October 28, 2025, pp. 2079-2080, p. 19-25, 1-11;
207 Transcript, October 21, 2025, pp. 1149-1150, lines 19-25, 1;
208 Transcript, October 21, 2025, p. 1150, lines 2-22;

203 pyB(MPI) 1-57 a);
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rates and rendering the analysis work completed using September 30th data
completely meaningless; and

2. While the analysis includes an updated trend selection for Collision, it is not a full
refresh of every coverage and does not include an in-depth analysis, meaning it may
not be the most accurate forecast.?1°

Therefore, MPI raises concerns that the PUB will set a dangerous precedent by accepting
the updated Collision trend selections using March 31, 2025 valuation data. The message
would be clear: your June rate request and the work to prepare it is of no value.

Cara Low acknowledged that MPI used to rely on March 315t valuation data and is
committed to a solution that enables it to complete the analysis while maintaining the
current June filing schedule.2'! MPI can provide an update in the 2027 GRA on its efforts
to achieve this outcome but submits that, until then, this Board should approve an overall
rate based on the methodology in the 2026 GRA that includes use of the September 30t
valuation data.

3.3.2. Impact of Product (Deductible) Changes

As MPI will introduce a new $1,000 Basic deductible next year, its forecast of future claims
must reflect the projected impact. MPI therefore conducted an analysis in Step 2 of its
forecasting methodology that looked at historical claims severity and determined how
much the claim would be reduced with these future changes through the use of a loss
elimination ratio analysis.212 This Board heard that the analysis assumes that claims that fall
below the higher deductible ($1,000) will no longer be filed.213

The result of this analysis shows that increasing the deductible removes a maximum of
$300 from each Basic forecasted claim?214, which this Board heard removes approximately
$16.4 millionin Collision claims costs and $13.4 million in Comprehensive claims costs from
Basic. However, the product change also results in an additional $5.4 million in Basic claims
costs related to the Property Damage (Third Party Deductible Transfer) coverage. The
result is a total reduction in Basic claims costs of approximately $24.4 million.21>

210 pyB(MPI) 1-57 a);

211 Transcript, October 21, 2025, p. 1150, lines 14-22;
2122026 GRA, Part VIl Claims Forecasting, p. 43-44;
213 Transcript, October 21, 2025, pp. 1117, lines 8-12;
214 pyB(MPI) 1-53 b);

215 MPI Exhibit 42, Slide 17;
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During the hearing, the Claims Forecasting Panel highlighted the specific impact of the new
deductible on Comprehensive glass-only replacement claims. The Board heard that in
2021, 64% of glass-only claims were above the $750 deductible amount and that, by 2024,
this amount had increased to 86%.21¢ A greater proportion of claims now fall within the
higher severity bands, meaning that more claims are becoming costlier and are falling under
the Basic coverage.?l” To illustrate the impact, the Claims Forecasting presentation
includes the following slide?18:

Comprehensive Glass - Overview

Distribution of Ground -up Glass-Only Replacement Claims by Severity Bands by Fiscal Invoice Year
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Of note, at Information Request PUB(MPI) 1-53, an alternative approach used to project
costs resulting from the deductible change is identified. This approach reduces projected
costs by an average of $1.766 million for the 2026 and 2027 accident years and thereby
reduces the overall rate indication by 0.1 percentage points, from +2.07% to +1.90%.
Although MPI concedes that the alternative approach is more accurate, given magnitude of
the impact on the rate indication, it did not apply to vary its application.?1?

218 Transcript, October 21, 2025, pp. 1237, lines 3-11;
217 Transcript, October 21, 2025, pp. 1074, lines 12-20;
218 MPI Exhibit 42, Slide 16;

219 Transcript, October 21, 2025, pp. 1112-1115;
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As to the impact of the move to the $1,000 deductible on the overall rate indication, the
Board heard that the impact is an approximate 3% reduction in the rate,?2° bringing it from
5.01%to 2.07%.221

3.3.3. Accident Year Weighting

As part of the second step of MPI’s claims forecasting process, once MPI brings all historical
years to the same cost level as the most recent accident year, weighting is discretionally
applied to the five recent accident years. MPI has used this methodology since 2024
GRA.222

For the 2026 GRA, this means that percentages are applied to each of the years 2020-
2024.223 This results in the generation of the Accident Year Weighted Trended Ultimate
Adjusted Loss Cost (historical experience), to which MPI then applies future trend and
product adjustment factors to project the ultimate loss cost for future accident years.224

As the percentages assigned to each historical accident year can materially impact the
Accident Year Weighted Trended Ultimate Adjusted Loss Cost amount that is later adjusted
to project future ultimate loss costs, it is important to review why MPI applied the
percentages it did.

In this GRA, MPI applied a weighting of 20% to each of the subject historical accident
years.22> The selection of 20% per year (equal weighting) means MPI does not believe that
any one of these years has more predictive value than the other. Weighting is a measure
used to address fluctuations in historical experience.?2¢ MPI notes that as this Board
approved the use of equal weights in the 2024 GRA227 and again in the 2025 GRA, %28 jt was
appropriate and reasonable to continue to use this approach in the 2026 GRA. This Board

220 Transcript, October 21, 2025, p. 1238, lines 1-10;

2212026 GRA, Part VIII Rate Indication, Appendix 3, Fig. Rl App 3-1;

222 CC(MPI) 1-55 a);

223 2026 GRA, Part VII Claims Forecasting, p. 47;

2242026 GRA, Part VIl Claims Forecasting, p. 48;

2252026 GRA, Part VIl Claims Forecasting, p. 47 — (10% equal weighting is applied to the last 10 accident years for
PIPP Enhancements);

226 2026 GRA, Part VIl Claims Forecasting, p. 26;

227 Order 145/23, p. 58;

228 Order 2/25, p. 8;
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heard that application of this approach supports forecast stability and comparability across
years and should only be revised with clear justification.?2?

In its Actuarial Evidence, Oliver Wyman argues that MPI’s use of equal weights is not
reasonable in this GRA and recommends an alternative model where equal weighting is
given to each coverage within each accident year except for Accident Benefits-Other
(Indexed), which would receive 12.5% weighting in each of 2020 and 2021 and 25%
weighting thereafter.23° Oliver Wyman explains that it believes accident years 2020/21
and 2021/22 to be outliers because these years were significantly impacted by the COVID-
19 pandemic.231 Oliver Wyman also notes that the estimated effect of its alternative model
is a 0.27 percentage points decrease in the rate indication.232

Of note, in the 2024 GRA, Oliver Wyman recommended in respect of the Accident
Benefits-Other (Indexed) coverage the use of a 2% alternative weighting for accident year
2020 and a 23% weighting for accident year 2021.233 And in the 2025 GRA, Oliver Wyman
did not propose any alternative accident year weights?34 and found the weights applied by
MPI to be reasonable.?3> When asked why it believed Accident Benefits-Other (Indexed)
to be the only coverage so significantly impacted by the COVID-19 pandemic, Oliver
Wyman responded that it did not know whether it was so impacted, suggesting that there
could also be compounding effects in the ultimate adjusted loss costs. Instead, Oliver
Wyman bases its opinion on the simple fact that the result was unexpected and
unexplained.23¢

MPI submits that the fact that data is unexpected is not a sufficient basis to depart from the
application of equal weighting to each of the five recent accident years that this Board has
approved in the past two GRAs.

223 MPI Exhibit #42, Slide 18;

230 CC Exhibit #8, p. 9;

2! Transcript, October 27, 2025, p. 1722, lines 1-20;

232 CC Exhibit #8, p. 17;

233 \PI(CC) 2 b);

234 \PI(CC) 2 d);

235 Transcript, October 27, 2025, p. 1818-1819, lines 6-25, 1-4;
236 MPI(CC) 2 f) and PUB(CC) 4 a);
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3.3.4. Select Loss Trend Assumptions

Initsevidence, Oliver Wyman proposes a number of loss trend assumptions that differ from
those included by MPI in its GRA filing.23”

MPI submits that neither MPI nor Oliver Wyman can predict the future with 100%
accuracy and that the question of which forecast is more accurate can only truly be
determined by comparing each forecast to actuals in future years. As this cannot be donein
advance of approving rates for the upcoming rating year, MPI submits that, when presented
with alternative loss trend assumption, the question before this Board ought to be whether
there is a reasonable basis to believe that the loss trend assumption used by MPI is either
not reasonable or is reasonable - but less so than the alternative assumption. And where
this Board decides that the loss trend assumptions used by MPI do not result in rates that
are just and reasonable, MPI submits that this Board should clearly state in its order why it
has done so, with supporting reasons.

The following loss trend assumptions are at issue in this GRA:

1. Accident Benefits- Weekly 6. Comprehensive Hail

Indemnity
7. Comprehensive Theft

2. Accident Benefits - Other

(Indexed) 8. Comprehensive Vandalism
9. Physical Damage - Third Party
3. Accident Benefits - Other (Non- Loss of Use
Indexed) 10.Physical Damage - Deductible
Transfer

4. Bodily Injury

11.Physical Damage - Other
5. Collision

As referred to in Section 3.3 above, the Board heard from Oliver Wyman that their main
issues with the loss trend assumptions used by MPI are that they apply adifferent past work
from home adjustment than in previous GRAs; and fit frequency and severity models to
different time periods.

237 CC Exhibit #8, p. 5 — Table 5;
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3.3.5. Work from Home Adjustment (Mobility Parameter)

As referenced in Section 3.3 above, MPI selected a new model as it found the existing one
did not adequately predict future trends. MPI submits that accident year 2024 presented
higher-than-expected claims frequencies for key coverages and that including accident
year 2024 in its existing methodology would no longer produce a statistically significant
variable for mobility. The previous model could not explain recent increases in claims
frequency,2®® whereas MPIl's new model does.2?? The alternative approach from
Information Request PUB(MPI) 1-55 d) only includes coverages for which mobility was
statistically significant,?*° which MPI submits does not better reflect known mobility data
and commuter behaviors.?41

MPI therefore submits that, when deciding which of the Work from Home adjustment
methodologies lead to rates that are just and reasonable, this Board should find that the
one proposed by MPI is not only reasonable but is more reasonable than the alternatives
proposed in this GRA.

3.3.6. Time Periods

MPI considers claims experience by accident year, which experience spans a period of 14
years, from April 2011 to March 2025.242

In the 2025 GRA, this Board noted that, for multiple coverages, MPI selected a frequency
trend based on a different time period than it used to select the severity trend and further
noted MPI’s position that compelling reasons may support the use of trend models for
frequency and severity that are not based on the same number of years for a given
coverage.?*3 This Board also noted MPI’s request to clarify in its orders whether compelling
reasons must exist to support using different time periods.?44 In last year's GRA, the Board
similarly received from Oliver Wyman alternative trend selections for coverages using the
same trend period for both frequency and severity?4> but found the trend selections
proposed by MPI for Accident Benefits - Weekly Indemnity, Accident Benefits - Other

238 2026 GRA, Part VII Claims Forecasting, p. 23;

239 2026 GRA, Part VII Claims Forecasting, pp. 23-24;
240 pUB(MPI) 1-55 d);

241 pUB(MPI) 1-55 e);

2422026 GRA, Part VIl Claims Forecasting, p. 36;

243 Order 2/25, p. 41;

24 Order 2/25, p. 41;

25 Order 2/25, p. 51;
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(Indexed) and Property Damage - Third Party Loss of Use to be reasonable despite using
different trend periods.2#¢

In the 2026 GRA, Oliver Wyman again opines that there must be compelling reasons to
depart from the practice of fitting frequency and severity models to the same time
periods.247 MPI notes that Order 2/25 is silent on whether “compelling reasons” are
required, noting that its trend selections were found to be reasonable without clarification
as to whether this was because the PUB determined that compelling reasons existed to
support the departure from the starting position. Rajesh Sahasrabuddhe testified that its
not always clear what commonalities are driving the two metrics but nonetheless the data
shows that the metrics are not always independent.248

MPI reviews each of the coverages at issue, outlining its rationale for the selection of
different time periods and criticisms of the alternative approach proposed by Oliver
Wyman. In each case MPI submits that this Board should find that the loss trends used by
MPI are reasonable and are in fact more reasonable than the alternatives proposed in this
GRA:

1. Accident Benefits (AB) - Weekly Indemnity Loss Trend - MPI uses a frequency
model that starting in 2011 shows a stronger fit (higher R? and statistically
significant coefficients for both time and mobility and a severity model starting at
2012 that has a higher adjusted R* and a more significant p-value, suggesting a
better explanatory power and confidence in the trend when compared to the Oliver
Wyman model which uses 2014 for each of the frequency and severity trends.
Additionally, use of the Olver Wyman model would result in a +0.32-percentage
point increase in the rate indication.24?

2. Collision Loss Trend - While the models used by both MPIl and Olver Wyman are
statistically strong, the model used by MPI, which uses 2012 as a starting point for
frequency and 2011 for severity, results in a rate indication that is 1.35 percentage
points lower than the model used by Oliver Wyman, which selects 2012 for both
frequency and severity. 20

246 Order 2/25, p. 58;

247 CC Exhibit #8, p. 13;

248 Transcript, October 27, 2025, pp. 1738-1739, lines 4-25, 1-14;
243 CC Exhibit #8, pp. 11-14;

250 CC Exhibit #8, pp. 24-27;
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3. Comprehensive Vandalism Loss Trend - MPI uses a frequency model that starts
in 2018 and is identical to the alternative mode used by Oliver Wyman whereas the
severity model used by MPI starts in 2019 and demonstrates a slightly higher
adjusted R?value suggesting a better fit than the model used by Oliver Wyman while
maintaining a significant p-value for the time parameter. Use of the Oliver Wyman
model would resultin a0.05 percentage points decrease in the rate indication, which
MPI submits is not material.?>?

4. Property Damage (PD) - Deductible Transfer Loss Trend - MPI uses a frequency
model starting at 2012 that has a higher adjusted R* and more significant p-values,
indicating a stronger and more reliable trend fit and a severity model starting at
2011 that demonstrates a substantially better fit and statistical significance, while
Oliver Wyman’s model, which uses 2014 for both frequency and severity trends
shows weak explanatory power and a non-significant coefficient. Use of the Oliver
Wyman model would result in a 0.12-percentage points increase in the rate
indication.2>2

5.Property Damage (PD) - Other Loss Trend - MPI uses a frequency model starting
in 2012 that has a higher adjusted R? and a lower p-value, suggesting stronger
coefficient significance when compared to the Oliver Wyman model which uses
2012 for both frequency and severity trends. Use of the Olver Wyman model would
result in a 0.06-percentage points increase in the rate indication.?>3

In addition to the above trends, Oliver Wyman proposes alternative trends for one
coverage where MPI selects the same time period for frequency and severity. In these
cases, Oliver Wyman proposes an alternative that also uses the same time period for
frequency and severity but starts at times different from MPI. MPI reviews the coverage at
issue, outlining its rationale for the selection of its time period and criticisms of the
alternative approach proposed by Oliver Wyman:

1. Accident Benefits - Other (Non-Indexed) Loss Trend - MPI uses frequency and
severity models that start at 2011, whereas Oliver Wyman uses models that start at
2012.Both the frequency and severity models used by MPI are statistically stronger,
with higher adjusted R* and more significant p-values. Conversely, Oliver Wyman'’s

251 CC Exhibit #8, pp. 40-43;
252 CC Exhibit #8, pp. 49-52;
253 CC Exhibit #8, pp. 53-56;
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frequency model has a weaker fit and non-significant time parameter. Use of the
Olver Wyman model would result in a 0.11-percentage point decrease in the rate
indication.?>4 During the hearing, this Board heard that Oliver Wyman believed that
there was cyclicality to the lost costs and that MPI was fitting its model to the
increasing part of the wave. Oliver Wyman’s recommendation is to fit separate
frequency and severity models to recognize the cyclicality of the data.?>> However,
as Cara Low explained, this apparent cycle is better explained by changes in how
reserving of permanent impairments were done and that, due to this change as well
as the impact of processing times and centralized reserving, the cycle was not
expected in the future.?°¢ When that evidence was put to Rajesh Sahasrabuddhe, he
stated that, to the extent that MPI staff are aware of changes in circumstances, that
is a basis for a judgment to exclude certain data points.2>/

Finally, Oliver Wyman proposes an alternative future trend for one coverage despite
agreeing that MPI’s past loss cost trend rate is reasonable. MPI reviews the coverage at
issue, outlining its rationale for the selection of its future trend rate and criticisms of the
alternative approach proposed by Oliver Wyman:

1. Comprehensive Theft Loss Trend - MPI selects a +10.31% future trend usingits loss
cost model which has an adjusted R? value that indicates a very strong fit and a
significant p-value. Alternatively, Oliver Wyman selects a 0.00% future loss cost trend
on the basis that it believes a flatter pattern emerges from 2022 to 2024, making it
unreasonable to select a future rate that equals the past loss cost trend rate.2*8
Adopting the Oliver Wyman alternative trend would reduce the rate indication by 0.98
percentage points.2°? Oliver Wyman was asked why a future loss cost trend of 0.00%
was more reasonable when it agreed that future severity trends of +5.49% for
Collision and +5.10% for Comprehensive Fire were reasonable, Oliver Wyman
pointed in part to media attention given to vehicle thefts in recent years which it says
supports a flattening of this trend in the future compared to these other coverages.?¢°
MPI submits that a belief based on a vague statement of recent media attention is not

254 CC Exhibit #8, pp. 18-21;

255 Transcript, October 27, 2025, pp. 1740-1743, lines 4-25, 1-14;
256 Transcript, October 21, 2025, pp. 1229, lines 1-7;

257 Transcript, October 27, 2025, pp. 1827, lines 6-10;

258 CC Exhibit #8, pp. 37-40;

259 pUB (CC) 6, p. 40;

260 pYB(CC) 6;
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sufficient or compelling enough to justify departing from the use of a model that is
statistically stronger. Further, MPI notes that, during cross-examination, it was
observed that the 14 years of historical data suggested cyclicality that could support
future increases in loss costs, which Oliver Wyman did not favour, choosing again to
favour vague national media reporting on the issue.2¢1

3.3.7. Controlling Claims Costs using Balanced Approach

With the rising costs of claims continuing to strain affordability, witnesses testified as to
the actions MPI is taking to manage future severity while also ensuring proper repairs and
promoting road safety.

Specifically, this Board heard how MPI has established key performance indicators and is
tracking them this year. John Bowering testified that the goal here was to select KPIs that
measure things over which MPI has influence.2é2 The chart below identifies those claims
control KPlIs that MPI expects to refine and which the PUB should expect MPI to report on
in future GRAs.263

Measuring Claims Control

KPI Target Q1 25/26 Actual

®
@ Realized Parts Savings

®
®
@

Establishing Targets Continuous Monitoring Annual Review
Balanced approach of historical Distributed to Senior Leadership and KPI targets evaluated for relevance

averages, existing targets, and business owners quarterly, allowing for based on claims trends, process
stretch goals. targeted intervention. improvements, and market shifts.

261 Transcript, October 27, 2025, pp. 1883-1886;
262 Transcript, October 21, 2025, p. 1081-1082, lines 2;
263 MP| Exhibit #42, Slide 23;
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John Bowering also stated that in November MPI will be introducing a new Glass Repair
First policy designed to reduce future claims costs by requiring repair shops to provide MPI
with evidence supporting the need to replace a windshield.2%4 Specifically, MPI estimates
that this initiative will save more than 10,000 claims over the next three years.2%>

3.4. Claims Expense Forecast

Unallocated Loss Adjustment Expenses or ULAE are the costs of operating the claims
department that cannot be attributed to individual claims and two ULAE amounts included
in the average required premium, non-proportional or fixed ULAE, which include costs such
as the Manitoba Health Levy and towing contract fees and proportional ULAE, which
include the salaries of the claims department and any overhead costs solely related to
claims settlement.?6¢

For the 2026/27 rating year, the discounted fixed claimed expense is $40,561,733, which
corresponds to an average per unit cost of $29.83, based on the forecasted number of
insured units for the 2026/27 rating year (1,359,973).2¢7

To determine the proportional ULAE ratio, MPI calculated the forecasted paid-to-paid
ratios for 2026 through 2029. MPI then applied the calculated paid-to-paid ULAE ratio in
each of the four years to the proportion of claims for the 2026 rating year that would be
paid in 2026, 2027, 2028 and 2029 to determine the implied ULAE ratio. The discounted
variable claims expense for the 2026/27 rating year is $141,903,514. This corresponds to
an average per unit cost of $104.34, based on the forecasted total number of insured units
for the 2026/27 rating year (1,359,973).268

In the financial forecast, the projected paid claims expense ratios relative to paid claims
range from 13.14% in 2026/27 to 12.24% in 2029/30.25? The ULAE ratio, set at 18% in the
2025 GRA, was revised to vary by forecast year as it was expected to decline and to keep it
consistent with the rate indication methodology. MPI assumed a ULAE ratio of 13.0% in its

264 Transcript, October 21, 2025, p. 1086-1088;

2652026 GRA, Part VIl Claims Forecasting, Figure CF-83, Column 4;
266 2026 GRA, Part VIII Rate Indication, p. 10;

267 2026 GRA, Part VIII Rate Indication, p. 10;

268 2026 GRA, Part VIl Rate Indication, pp. 10-11;

269 2026 GRA, Part VIII Rate Indication, Appendix 2, Table 3, Row 14;
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forecast of the Liability for Incurred Claims for each fiscal year, based on the 2024/25
Appointed Actuary Report.270

The Board heard that the current Integrated Cost Allocation Methodology (ICAM) does not
consider changes in coverage. Further, the impact of using projected claims during the test
year for each line of business instead of the historical weighted average claims in the claims
incurred allocator for Basic, reduced the overall rate indication by 0.38 basis points, from
2.07% to 1.69%. This was due to a decrease in the average proportional ULAE per unit of
$1.98 (from $104.34 to $102.36). The result is a reduction in the weighted average claims
expense ratio from the 13% assumed by MPI to 12.75%.271

3.5. Expense Forecast

In addition to the settlement of claims, the total premiums that MPI collects must be
sufficient to cover operating expenses, which are non-claim related expenses. These
expenses fall into one of two categories, fixed or variable.272

Fixed expenses include operating expenses, broker commission flat fee, reinsurance and
anti-theft discount.?’3 Fixed operating expenses included in ratemaking for the 2026/27
rating year were $102.50 per unit, which represents an increase from $90.30 for
2025/26.274

Variable expenses include broker commission and premium tax.2’> Variable expenses
included in ratemaking for the 2026/27 rating year were $76.54 per unit, which represents
an increase from the $70.51 for 2025/26.27¢

Operating expenses include acquisition expenses. Per Board Order 145/23, MPI continues
to exclude all initiative expenses (i.e., expenses for ongoing projects) from the rate
indication.?’”” In 2024/25, MPI excluded $34.1 million in initiative expenses and is
forecasting an additional $26.5 million in $2025/26. MPI requests approval of this Board
to defer $31.2 million more in 2026/27. In 2024/25, MPI recorded a $60.8 million

270 2026 GRA, Part X Net Incurred Claims, p. 6;

271 Transcript, October 21, 2025, p. 1165-1169;

2722026 GRA, Part VIII Rate Indication, p. 11;

273 2026 GRA, Part VIII Rate Indication, p. 5;

274 2026 GRA, Part VIII Rate Indication, Fig. Rl App 1-1, Line 13;
2752026 GRA, Part VIII Rate Indication, p. 5;

276 2026 GRA, Part VIII Rate Indication, Fig. Rl App 1-1, Line 14;
2772026 GRA, Part VIl Rate Indication, p. 12;
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impairment related to the close out of Project Nova, of which impairment $9.9 million is
allocated to Basic. With the value of the impairment included, the balance of the Regulatory
Deferral Account (RDA) is forecast to grow to $102 million by 2026/27. Excluding the value
of the impairment reduces that forecasted growth to $92.1 million.2’8 During the hearing,
this Board heard that unless action is taken, the balance of the RDA is expected to grow to
$201.3 million by 2029/30, creating a material disconnect between financial reporting,
actual costs and rate recovery.2’?

Please see Subsection 01.2.4 for more information on MPI’s request to discharge the RDA
and adopt a new process for the handling of initiative expenses.

3.6. Fleet Rebate Allocation

In the 2024 GRA, this Board issued a directive requiring MPI to file a revised analysis and
proposal for modifications to the fleet program to better reflect cost causation in the 2025
GRA. In the 2025 GRA, MPI proposed a modification to its rating structure to apply a DSR
off-balance factor exclusively to policies eligible for DSR discounts and the fleet rebate
exclusively to fleet customers. However, MPI identified system limitations as a barrier and
proposed that an implementation timeline be provided in the 2026 GRA. MPI also indicated
that it would present the findings of its review of elements of the Fleet program in the 2026
GRA.280 Djrective 14.5 of Order 2/25 incorporates each of these promises but was varied
through Order 9/25 on the grounds that, with the cancellation of Project Nova, MPI was
now incapable of providing a firm timeline for the updates to the fleet rebate allocation in
the 2026 GRA. The revised Directive 14.5 now reads:

“"MPI will provide a proposed implementation timeline in the 2026 GRA with
regards to fleet rebate allocation. MPI will present findings of its review of
elements of the Fleet program for discussion.”

In the 2026 GRA, MPI advised that aspects of its implementation plan are on pause given
the recent close out of Project Nova281 but that target planning and prioritization would be
occurring as part of the development of MPI’s IT Strategy and 5-Year Rolling IT Roadmap.282

278 2026 GRA, Part X Expenses, Appendix 29, p. 3;

279 MPI Exhibit #41, Slide 28 - Transcript, October 20, 2025, pp. 979-982;
280 pUB Order 2/25, pp. 46-48;

281 2026 GRA, Part VIII Risk Classification, p. 42;

282 2026 GRA, Part IX Fleet, p. 29;
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MPI also included a chapter in its GRA dedicated to the Fleet program, complying with the
revised Directive 14.5.

This Board heard that the maximum rebate level for fleets under the program remains at
33% despite several increases in discounts for positive levels of the Driver Safety Rating
system. Cara Low testified that it would be reasonable to increase the maximum rebate
permitted under the fleet program for consistency with the DSR program.283 Per the 2025
GRA compliance filing, the fleet rebate per policy was $15.23 in 2025 and is expected to
increase by 18.84% to $18.10 in 2026.284 This Board heard that this increase between the
rebates is the higher expected premium volume.28>

Given the evidence received by this Board, MPI submits that a directive to provide an
update in the 2027 GRA on its efforts and potential implementation date is appropriate.

3.7. Generalized Linear Models

In the 2025 GRA, the Board issued Directive 14.7, directing MPI to carry out its transition
plan to the use of Generalized Linear Models (GLM).28¢ |n compliance, MPI has provided a
comparison of the results of using both methodologies for all major classes and proposed a
transition plan for approval.?8” For Major Class 1, MPl integrated the GLM derived rate line
relativities and experience adjustments whilst keeping capping and flooring rules for
smooth transition for information purposes, not for actual ratemaking.288

To be clear, for the current analysis, MPI intended to keep the GLM framework consistent
with the existing MBP framework to enable a clear comparison between the two
approaches. When MPI transitions to the use of GLM in ratemaking within a specialized
tool, future model enhancements will be considered.?8?

This Board heard that, when compared, the impact on premiums from moving from
Minimum Bias Procedure to Generalized Linear Models is minimal with 92.8% of vehicles
maintaining premiums within +/- five percent of those determined using the existing
process. And, per the slide below, only 0.2% of vehicles would see an increase in premiums

283 Transcript, October 22, 2025, p. 1382, lines 1-18;

284 Transcript, October 22, 2025, pp. 1309-1310, lines 18-25, 1-11;
285 Transcript, October 22, 2025, pp. 1311-1313;

286 Order 2/25, p. 138;

2872026 GRA, Part VIl Generalized Linear Models;

288 Transcript, October 22, 2025, pp. 1387-1389;

289 See for example, response to PUB (MPI) 2-20;
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of more than 15%.2°° During the hearing, the Board heard that the majority of these
vehicles at the top and bottom of the dislocation scale would be trailers.2?1

Outcome of GLM and MBP Comparison

ecrease 30% to 25% 39,968

20% to 15% 17,563

ase 15% to 10% 5844

10% to 5% 2,594

396,880

275,800

529,751

2135 % Key Result: 92.8% of vehicles have
10% to 15% 4,684 45 premiums within +/- 5% of those
15% to 20% 2 . determined using the MBP

GRAND TOTAL
1,296,405

MPI therefore seeks approval for the 2027 GRA to be the first to include as part of its
ratemaking methodology, relativities for each major class derived using Generalized Linear
Models instead of the existing Minimum Bias Procedure.

3.8. Minimum Credibility Standard

Directive 14.6 from the 2025 GRA builds on Directive 10.5 from the 2024 GRA by requiring
MPI to file in the 2026 GRA additional evidence to allow for further analysis of minimum
credibility.

In the 2025 GRA, this Board noted that MPI judgmentally assigns a 10% minimum
credibility to ensure that new relativities for smaller insurance uses (those with minimal
units) to partially reflect their historical experience. This Board noted that MPI applies the
same minimum credibility uniformly across all insurance uses and believes the 10% amount
ensures stability for insurance uses where the raw relativities can fluctuate materially year

290 MPI Exhibit #46, Slide 20;
291 Transcript, October 22, 2025, pp. 1386-1387, lines 1-25, 1-13;
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over year.2?2Setting the minimum credibility too high can amplify volatility, whereas setting
it too low could make the relativities insensitive to emerging trends.??2 The issue therefore
is what minimum credibility threshold strikes the appropriate balance. In the 2025 GRA,
MPI argued that maintaining the existing 10% minimum credibility threshold achieved this
balance, whereas the Taxi Coalition recommended that this Board increase the threshold
from 10% to 15% in its new relativities calculation or direct MPI to file additional evidence
in this GRA to permit further analysis.2?*

MPI complies with Directive 14.6 from Order 2/25 through the filing of an alternative
analysis at Appendix 10a, which is at Part VIII, Risk Classification Chapter of the 2026 GRA
and the balanced indicated rate change for Taxicab Vehicle-for-Hire is shown below:

Taxicab VFH 10% Minimum 15% Minimum Difference
Territory Credibility (A)?% Credibility (B)*? (B-A)
1 (Winnipeg) 3.87% 4.34% 0.47%
2 5.41% 5.88% 0.47%
3 3.60% 3.48% -0.12%
4 -3.11% -4.42% -1.31%

The result is that the use of the 15% minimum credibility threshold in this GRA would
increase the rate indication for Taxi Coalition vehicles by nearly half a percentage point. Of
note, this Board did not hear from the Taxi Coalition this year that the minimum credibility
threshold should be increased from its current 10% value.

MPI submits that this 10% minimum credibility threshold continues to ensure stability for
all insurance uses, such as taxicabs, where raw relativities fluctuate materially from year to
year.2?7

292 Order 2/25, p. 49;

293 Order 2/25, pp. 49-50;

2%4 Order 2/25, p. 54;

2952026 GRA, Part VIII Dislocation Report, Appendix 2 — Table 2, p. 8;
2% 2026 GRA, Part VIII Risk Classification, Appendix 10b — Table 2, p. 9;
297 2026 GRA, Part VIII Risk Classification, Appendix 103, p. 1;
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4. Rate Stabilization Reserve & Capital Management Plan

4.1. Overall Financial Strength

At the start of 2024/25, retained earnings for the Basic line of business were $483.3 million.
After adjustments and an annual operations loss of $39.6 million, retained earnings
increased to $496.6 million, equating to a 106.9% MCT.

Projections indicate that retained earnings for Basic will grow annually, reaching
approximately $763.7 million by the end of 2029/30. This growth is driven by annual
projected transfers from Extension retained earnings, ranging from $60.0 million in
2025/26 to $60.4 million in 2029/30. Basic MCT is expected to decrease to 97.8% in
2026/27 before returning to its target of 100% MCT (or above) throughout the forecast
period.278

MPI is currently, and forecast to be, in compliance with section 18 of The Manitoba Public
Insurance Corporation Act for the Basic line of business. Under section 18, MPI must ensure
that Basic’s Rate Stabilization Reserve is at or above the MCT target of 100%, failing which
it must ensure that revenue from Basic will allow for its capital to achieve the MCT target
within 5 years.

The RSR has its own investment portfolio, which generated $42.8 million of income in
2024/25, all of which was returned to the RSR to maintain or grow capital. The RSR is
forecast to generate income of $23.4 million and $24.6 million in 2026/27 and 2027/28.2%7

Basic is not currently a self-sustaining line of business and relies on transfers from MPI’s
Extension line of business to meet its break-even mandate.

The updated projected transfers from Extension to Basic in 2026/27 and 2027/28 are
$48.3 million and $34.7 million, respectively.3%0

In recent years, the PUB has expressed concern over competing interests for the capital
that Extension provides to Basic, namely, the Driver & Vehicle Administration (DVA) line of
business.

298 MPI Exhibit #17, Rate Update Appendix 5, Figure PF —3
293 P Exhibit #17, PUB (MPI) 2 — 33, page 8 of 10
300 MPI Exhibit #17, EPF — 3, page 12 of 12
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And while MPI does not currently have in place a PUB-approved Capital Management Plan,
MPI continues to manage its capital in compliance with statutory targets and annual
transfers of capital from Extension to Basic.

In 2024, both DVA and SRE had negative net incomes of $13.2 million and $54.2 million,
respectively. Both showed improvementin 2025 with DVA at $29.7 million and SRE at $4.1
million.301

The Province of Manitoba provides funding to MPI to defray the costs borne by MPI for
DVA operations. The annual payment to MPI, beginning April 1,2017, was $30.2 million per
year. Beginning April 1, 2023, the Province of Manitoba temporarily increased payment to
$40.2 million per year. For the fiscal year ending March 31, 2025, the Province of Manitoba
again provided funding of $40.2 million.3°2

Notwithstanding the funding arrangement in place with government, DVA had been
operating at aloss for several years, which necessitated excess capital from Extension being
transferred to DVA in 2021 ($60 million) and 2022 ($57 million). The application of those
monies, as seen in the figure below, has kept DVA in a surplus position, but the ongoing
surplus from that relief is forecast to end in 2027/28. 303

Line Fiscal Annual
No Year Income / (Loss) Surplus / (Deficit)
: 2024 /25 (29.7) 36.6
2 2025/26 (14.5) 22.1
3 2026/27 (13.8) 8.3
4 2027/28 (16.0) (7.7)
5 | 2028/29 (15.4) (23.1)
6 2029/30 (17.7) (40.8)

MPI has been engaged in discussions with the Government of Manitoba regarding a revised
formal funding arrangement for the DVA line of business. MPI is seeking alignment with
government on a self-funding arrangement for DVA, and the evidence from Satvir Jatana
was that progress has been made.

MR. TODD ANDRES: And this morning, you did say you were working with
government and received a commitment to ensure the reliability -- or, pardon me,

301 MPI Exhibit #37, page 78
302 MPI Exhibit #37, page 73
303 cC (MPI) 1 - 88, Figure 1
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stability of this line of business. In -- in the materials filed, | did see that there's a
forecast, | believe $20 million a year shortfall annually. How does MPI intend to
account for that shortfall?

MS. SATVIR JATANA: Yeah. So, the forecast does indicate that the results in which
we will see a deficit, | believe in the '27/'28 period. However, we have been working
with government for a number of years and this latest, as in the last couple of
weeks, we have received a commitment that government's commitment to
ensuring that this line of business will be self-sustainable. And now we will be
working on the details of that. But this is first time in -- in I'll say my history that we
have received that type of a commitment from government.3%4

MPI has also said that neither its Board of Directors nor government have plans to transfer
excess capital from Extension to the DVA line of business39°, as evidenced in the pro formas
filedin this application, which shows any excess Extension capital being transferred to Basic
at fiscal year-end.

Although the PUB rejected MPI’s proposed CMP, MPI continues to manage its capital in
accordance therewith, with support for that adherence in the Financial Condition Testing
(FCT) report prepared by its external actuary.

4.2. Financial Condition Testing

MPI filed the FCT report prepared by its Appointed Actuary (EY) on September 25, 2025.306
This report assesses the future financial condition of the Basic line of business under Base
and Adverse (Solvency and Going Concern) scenarios, focusing on the impact on equity and
the Minimum Capital Test (MCT) ratio.

The Company’s financial condition is deemed satisfactory, if throughout the forecast
period:

e Under the Solvency scenarios (High Loss Ratio, Decline in Equity Markets,
Combined), the statement value of the insurer’s assets is greater than the statement
value of its liabilities

304 Transcript, October 14, 2025, page 165
305 Transcript, October 14, 2025, page 319
306 MPI Exhibit #16

Manitoba Public Insurance Page 64



October 30, 2025 Clean MPI Exhibit #68
October 30, 2025 MPI Exhibit #67
2026 General Rate Application

Closing Submissions of the MPIC

e Underthe Going Concern scenario (High Loss Ratio), the insurer meets the minimum
capital ratio

e Under the Base Scenario, the insurer meets its internal target capital ratio as
determined by the proposed CMP307

The report concludes that the future financial condition of MPI’s Basic line of business is
satisfactory.308

The Base Scenario represents the business plan for Basic as closely as possible, and the
Appointed Actuary was satisfied that differences between the two were not significant.30?

The MCT results under the Base Scenario all exceed the minimum capital ratio of 38% and
maintain levels close to Basic’s internal target capital ratio of 100% ratios (93.7% in
2025/26, 96.1% in 2026/27, 97.2% in 2027/28, 106.1% in 2028/29 and 117.9% in
2029/30).310

In term of excess capital, when compared to the target, where a shortage occurs in 2025/26
to 2027/28, the report recommends that MPI take appropriate measures to reduce capital
requirements, including action under the proposed CMP (which MPI still operates under).

Given that the proposed CMP limits the capital build provision to 5%, the estimated
minimum capital ratio for MCT is 38%. The FCT report found no adverse scenario that
would result in an MCT ratio below this minimum capital ratio.

Concerning adverse scenarios, two were evaluated to ensure MPI’s financial resilience, the
Solvency and Going Concern scenarios. A Solvency scenario employs a plausible adverse
scenario, and a Going Concernscenariois intended to assess aninsurer’s ability to maintain
operations and meet its obligations while meeting or exceeding regulatory minimum
levels.311

The report identified three Solvency scenarios as having sufficiently adverse impact on
MPI’s future financial position (based on the impact to equity): i) High Loss Ratio; ii) Decline

307 MPI Exhibit #16, page 13

308 MPI Exhibit #16, page 5

309 MPI Exhibit #16, page 21

310 MPI Exhibit #31, page 30 of 134;
311 MPI Exhibit #16, page 23
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in Equity Markets; and iii) Combined (Inflation, High Loss Ratio, Underestimation of Policy
Liabilities and Decline in Equity Markets).

Compared to last year, the High Loss Ratio has replaced the Inflation scenario posing the
greatest threat to satisfactory financial condition.312 For this purpose, loss ratios for years
2007/08 to 2024/25 were analyzed and the Appointed Actuary considered a situation
where the highest possible claim ratio with at least a 10% probability level occurred. The
2026/27 calendar year was selected showing a net loss ratio of 102%, which in turn
produced a net loss ratio of 88.3% in 2027/28.

Measured against the Base Scenario, without Management Action, the MCT ratio declined
t09.9%in 2026/27 and -22.5% in 2026/27. With Management Action, premium increases
of 3% in 2027/28 and 2028/29 (relative to the Base Scenario) resulted in MCT scores of
9.9% in 2026/27 and -18.5% in 2027/28.

For this adverse scenario, the recommendation was again to transfer capital from the
Extension line of business.

The second adverse scenario tested was Decline in Equity Markets as changes in economic
conditions have the potential to significantly impact an insurer’s financial situation.
Assumptions used included a sudden increase in the yield curve and a 45% decline in the
S&P/TSX Composite index. Basic Equity lowered by $329.5 million and $25.9 million in
2026/27 and 2027/28 respectively.

The Combined scenario (Inflation, High Loss Ratio, Underestimation of Policy Liabilities
and Decline in Equity Market) applies the same assumptions used for each scenario on their
own. The assumed management action was premium increases of 3% relative to the Base
Scenario in 2027/28, 2028/29, and 2029/30. The impact to equity was $132.6 million and
$320.2 million lower than the Base Scenario in 2026/27 and 2027/28, respectively.

For both Decline in Equity Markets and Combined, the recommendation was to implement
the proposed CMP to augment Basic capital. The FCT assumes throughout that the CMP
proposed in the 2022 GRA remains in place (which it does).

The Going Concern scenario that poses the greatest risk to the satisfactory financial
condition of Basic is High Loss Ratio. Because for each solvency scenario tested the MCT
ratio surpasses the minimum threshold throughout the forecast period (38%), it is expected

312 MPI Exhibit #16, page 24
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that each Going Concern scenario would also surpass the minimum capital ratio. Indeed, for
each of the Going Concern scenarios tested (six in total), the MCT ratios throughout the
forecast period exceeded the minimum capital ratio of 38%.313

The High Loss Ratio scenario, as most adverse, showed MCT ratios of 46.3% in 2026/27 and
38.1% in 2027/28, both above the minimum capital ratio of 38%. The proposed
management action to respond to this scenario was to increase written premiums by 3% in
2027/28 and 2028/29 and increasing capital transfers in 2027/28.

MPI submits the relief sought in the 2026 GRA aligns with the findings and
recommendations of the FCT report, mainly as it concerns the anticipated corrective
management actions of increasing premiums (2.07%) and reliance on the CMP.

5. Vehicles for Hire

Seven years after introducing the Vehicle for Hire (VFH) insurance framework, MPI
continues to apply the time band model to rate all VFH policies. This approach ensures
consistency across different VFH uses, including taxicabs and rideshare services.

Since the framework’s inception, MPI has engaged with industry stakeholders—most
notably the Taxi Coalition—to explore alternatives that better reflect the operational
realities of their respective sectors.314 For instance, in the 2024 GRA, MPI sought approval
from the PUB for a blanket policy product tailored to Transport Network Companies
(TNCs). However, the PUB declined the proposal, citing insufficient data to support the
proposed rate and noting MPI’s inconsistent approach in seeking approval for a TNC-
specific product without a corresponding proposal for taxicabs. 31> MP| maintains its
position from the 2025 GRA: should a TNC re-engage, MPl is open to revisiting the concept
of a blanket policy, contingent upon the development of a viable solution for sharing
kilometer data to support pricing. 31¢

Regarding taxicabs, MPl initially collaborated with the Taxi Coalition to develop a part-time
insurance option. However, the Coalition later withdrew its support.31” Subsequently,
discussions shifted toward a Taxi Blanket Policy, but progress stalled due to limited

313 Exhibit #16, page 31

314 Order 145/23, pp. 76-78 and Order 2/25, p. 64-65;
315 Order 145/23, p. 80;

316 2025 GRA, MPI Ex. 92, p. 31;

317 Order 2/25, p. 65-65;
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engagement from the Coalition. 318 During the hearing, Rob Smithson testified that one of
the two Coalition members explicitly indicated disinterest in pursuing a blanket policy. 317
The Coalition also successfully petitioned the PUB to rescind its directive for a VFH
technical conference in summer 2025, citing a lack of substantive progress on a taxi-
specific insurance model. 320

During the hearing, counsel for the Taxi Coalition inquired whether MPI would consider a
blanket policy limited to physical damage or partial coverage. MPI responded that it would
not pursue such a product. 321

Accordingly, MPI returns to the PUB in this GRA without proposing changes to the existing
VFH framework.322 Nevertheless, MPI remains committed to engaging VFH stakeholders
to explore future model development. 323 MPI recognizes the importance of maintaining a
consistent approach across the VFH class and submits that the current framework achieves
this objective. As such, MPI does not anticipate seeking PUB approval for a new VFH
framework in the 2027 GRA. 324

In response to a directive from the 2025 GRAS325, MPI also provided an update on its
Telematics initiative in the 2026 GRA filing.32¢ Although the Taxi Coalition referenced the
initiative in its opening statement, it did not pursue the matter further during the
hearing.32” Rob Smithson confirmed that the telematics study was completed in late
summer and shared with the Taxi Coalition on October 3rd. As no request was made for a
copy of the study, MPI did not file it in this GRA and now considers the matter to be in the
Taxi Coalition’s hands for any further action.328

MPI therefore submits that no further directives need be issued respecting vehicle for hire.

318 2026 GRA, Part IV Basic Autopac Coverage, p. 10;

319 Transcript, October 16, pp. 683-684, lines 2-25, 1-4;
320 Order 60/25, p. 8-9;

321 Transcript, October 16, pp. 786-787, lines 17-25, 1-4;
322 2026 GRA, Part IV Basic Autopac Coverage, p. 10;

323 Transcript, October 16, p. 684, lines 5-21;

324 Transcript, October 16, p. 779, lines 18-22;

325 Order 2/25, Directive 14.11, p. 138;

326 2026 GRA, Part IV Basic Autopac Coverage, p. 10-12;
327 Transcript, October 16, p. 682, lines 1-13;

328 Transcript, October 16, pp. 689-690, lines 16-25, 1-7;
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6. Driver Safety Rating

6.1. Rating Model (Basic Insurance Model)

There were primarily two issues canvassed by this Board in the 2025 GRA regarding the
Basic Insurance Model or BIM. The first was the status of MPI’s proposed plan to implement
an alternative rating model to the current model commonly referred to as the Registered
Owner Model. The second was the collection of primary driver data from registered owners
for the purpose of evaluating options for a new BIM.32? MPI’s position has always been that
it requires amendments to regulations under The Manitoba Public Insurance Corporation Act
to compel the production of this data. In the 2025 GRA the PUB recommended that the
Government of Manitoba make legislative changes to permit MPI to collect the data it
states it requires to proceed with changes to the BIM.330

After it filed the 2026 GRA, MPI confirmed that timing under the existing BIM Evolution
Project Plan remained undetermined as it still required authority to compel and system
changes to collect customer data.331

Prior to the hearing, the Government of Manitoba introduced Bill 49 The Manitoba Public
Insurance Corporation Amendment Act, which Bill aims to amend The Manitoba Public
Insurance Corporation Act to clarify that any discount from a premium payable to insure a
vehicle must be based on the driver safety rating of the registered owner of the vehicle. At
the hearing, MPI confirmed its understanding that the impact of the Bill, if passed, would
nullify the requirement to pursue the BIM Evolution Project further.332

Therefore, in terms of any future directions on this issue, MPI submits that it would be
prudent to wait until the 2027 GRA to confirm whether Bill 49 passes and if so, when the
amendments are effective.

6.2. Rating Scale Changes

In addition to determining DSR rates and vehicle premium discounts based on principal
driver rather than registered owner (rating model), the PUB directed MPI in past
applications to recalibrate the amounts of driver premium and vehicle premium discounts

329 Order 2/25, pp. 70-71 and 78;

330 Order 2/25, p. 142 — Recommendation 15.3;

331 pyB (MPI) 1-77;

332 Transcript, October 16, 2025, p. 769-770, lines 16-25, 1-4;
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charged under DSR to be more statistically sound, based on experience. This arose from an
admission in the 2018 GRA, wherein MPI sought increases to the surcharges of demerit
drivers, that driver premiums were not determined on an AAP basis.

Inthe 2021 GRA, MPI filed a pricing examination of the registered owner rating model that
confirmed vehicle premium discounts and surcharges did not reflect the relative risks of
drivers at different DSR levels. For example, for drivers at the highest merit levels on the
scale, the actuarially informed discount would be 56% compared to the base premium,
whereas the discount was 33%.

Accordingly, in the 2022 GRA, MPI filed its plan to make driver premium rates and vehicle
premium discounts more statistically consistent with estimated claims cost for drivers.
That plan, which was approved by the PUB for implementation in 2022/23, included
increasing merit levels at the top of the DSR scale by one step per year to +20 and increasing
vehicle premium discounts at levels +10 and higher over five years (with the necessary base
rate increases to off-set the changes).

MPI has made steady progress with respect to PUB-approved adjustments, except for
when affordability concerns raised in the 2024 GRA slowed the progression (discounts
were moved one-sixth of the way to actuarially indicated rates following the 2025 GRA).
MPI is seeking in this GRA to again expand the DSR scale from +19 to +20 for the 2026/27
policy year, while moving all DSR discounts one-third of the way toward their actuarially
indicated percentages for each DSR level (rounded down to the nearest whole number and
with base rates adjusted). Actuarial adjustments now include all positive DSR levels with
discount increases last year of 1% or 2%. This year will range from 1% to 5% (DSR levels 2 -
19) in compliance with PUB Order No. 2/25.333

333 part VIII Risk Classification Chapter, page 39;
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Current Proposed
Increase
DSR Level Discount 2026/27
20 53%
19 48% 5% 53%
18 48% 4% 52%
17 47% 3% 50%
16 46% 3% 49%
15 44% 3% 47%
14 40% 3% 43%
13 38% 3% 41%
12 37% 3% 40%
11 34% 3% 37%
10 32% 3% 35%
9 30% 3% 33%
8 27% 3% 30%
7 27% 2% 29%
6 23% 3% 26%
5 18% 4% 22%
4 17% 3% 20%
3 12% 3% 15%
2 10% 1% 11%
1 5% 0% 5%

By fiscal year 2028-29, the Vehicle Premium Discounts at each DSR level on the merit side
of the scale will be at their actuarial indicated rates, with the higher DSR levels now
adjusted by fitting two contiguous straight lines from DSR 0 to +20 (again in compliance
with PUB Order No. 2/25).

7.Program Costs

7.1. Basic Claims Incurred

Claims incurred represents the costs paid or expected to be paid by MPI to claimants
entitled to benefits under the Basic insurance program.

For the fiscal year 2024/25, actual net incurred claims was $1,152.8 million, which was
approximately $138.1 million higher than the $1,014.7 million projected in the 2025 GRA
October update and $125 million higher than the 2025 GRA.33* The Board received
evidence that the increase in expected incurred claims for 2024/25 is the occurrence of

334 2026 GRA, Part X Net Incurred Claims, Figure NIC-17;
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catastrophic events, a downward shift in the yield curve and risk adjustments driven by
changes in the unpaid claims.33>

For 2025/26, MPI projects net incurred claims to be $1,139 million, $63.4 million higher
than the $1,075.7 million projected in the 2025 GRA (Rate Update).336

For 2026/27, MPI forecasts net incurred claims to be $1.191.3 million, an increase of
approximately $55.7 million over its forecast of $1,135.6 million from the 2025 GRA (Rate
Update).237 2027/28 net incurred claims is forecasted at $1,244 million, an increase of
approximately $45.9 million from the 2025 GRA Compliance Filing estimate of $1,198
million.338

The sole adjustment made in the September rate update (MPI Exhibit #17) pertained to the
yield curve, which increased from the March to August period. This change is the primary
factor influencing the revised incurred claims relative to the original 2026 filing.

7.2. Basic Expenses Overview

The Integrated Cost Allocation Methodology or ICAM allocates MPI’s corporate expenses
to each of its three insurance lines of business: Basic, Extension, Special Risk Extension or
SRE as well as its non-insurance line of business - The Drivers and Vehicles Act
administration or DVA.337

In the 2025 GRA, MPI updated the ICAM to accord with International Financial Reporting
Standards or IFRS 17 financial presentation, which included rearranging its steps to allow
for the allocation of operating, acquisition and maintenance costs.34°

In this GRA, the Board received evidence that MPl engaged KPMG to compare the updated
ICAM to the 2012 version approved by the Board in Order 157/12. According to the KPMG
report, while the transition to IFRS 17 changed the application of the ICAM (with minimal
changes in the allocation of expenses), its underlying structure remains consistent with the
application set out in the original version.34! MPI confirmed there were no changes to the

3352026 GRA, Part X Net Incurred Claims, p. 20;

336 2026 GRA, Part X Net Incurred Claims, Figure NIC-17;

3372026 GRA, Part X Net Incurred Claims, Figure NIC-17;

338 2026 GRA, Part X Net Incurred Claims, Figure NIC-17;

339 2026 GRA, Part X Expenses, p. 17;

340 Order 2/25, p. 83;

341 2026 GRA, Part X Expenses, p. 54 and Appendix 24 (KPMG Report);
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cost purification process in the 2026 GRA.342 MPI therefore submits that despite the
updates to the ICAM required to accommodate IFRS 17, it remains compliant with the
ICAM approved by this Board.

The impact of the updates to the ICAM is a greater allocation of corporate expenses to the
Basic line of business, with 1.27% more expected to be allocated in 2025/26 (compared to
forecast in the 2025 GRA).342 Further, with the impending closeout of Project Nova, MPI
undertook an assessment of the current allocation of Nova costs related to the Leadership
Stream Changes and Release 4 Duck Creek claims licensing fees. The result was a changein
allocators used, with the Claims Incurred allocator used for Release 4 subscription fees and
the Weighted Customer Call Centre Contact Ratio or WCCCCR used to allocate leadership
costs. The result is a greater allocation of these expenses to Basic.344 During the hearing,
MPI was asked why it was reallocating historical costs to Basic. In her response, Sabrina
Kauk disagreed that the change in estimates was a restatement of historical information
and clarified that the initial allocators were never intended to be fixed and would be refined
and updated as MPI progressed through the project. Sabrina Kauk also stated that MPI will
continue to reevaluate its allocator with every project and annually to ensure its
appropriateness.3*>

In the 2026 GRA, MPI reported total Corporate operating expenses for 2024/25 at $457.2
million34¢, greater than its forecast of $395.3 million in the 2025 GRA.34” However, when
normalized for the $60.8 million impairment related to Project Nova, the result is $396
million, which aligns with the budget forecast.348 In the 2025 GRA, MPI forecasted total
corporate expenditures to be $399.1 million in 2025/26 and $393.5 million in 2026/27.347
In this GRA, MPI reported a lower budget forecast for 2025/26 at $392.9 million, but a
higher forecast for 2026/27 at $424.9 million.3>°® MPI attributes this increase to a
combination of a $9 million increase in normal operating expenses and a $22 million
increase in initiative expenses, resulting from a shift in the weight of items forecasted to be

342 pyB (MPI) 1-60 e);

343 pUB (MPI) 1-60 c);

344 CC (MPI) 1-18;

345 Transcript, October 29, 2025, pp. 2048-2049,lines 6-25, 1-23;
346 2026 GRA, Part X Expenses, p. 20;

347 Order 2/25, p. 83;

348 Transcript, October 20, 2025, p. 812-813, lines 22-25, 1-3;
349 Order 2/25, p. 83;

350 2026 GRA, Part X Expenses, p. 20;
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eligible for capitalization.3>? For 2027/28, MPI forecasts total Corporate operating
expenses to be $424.9 million.

The portion of expenses allocated to Basic were $267.8 million in 2024/253°2 compared to
the $248.8 million forecasted in the 2025 GRA.3>3 MPI increased its budget forecast for
Basic allocated expenses in 2025/26 from $247.1 million®* to $254.1 million.®>> For
2026/27, the forecast increased from $245.93%6 million to $276.8 million3>” between the
GRAs. For 2027/28, MPI forecasts expenses to be $284.6 million.3>8

In its Rate Update, MPI slightly decreased its allocation of total Corporate operating
expenses to Basic for 2026/27 to $276.1 million3>? and for 2027/28 to $284.0 million.3¢°

The figure below summarizes evidence before this Board on MPI's Basic operating
expenses forecasted by MPI in both the current and upcoming rating years:361

351 Transcript, October 20, 2025, pp. 813-814, lines 4-25, 1-17;
352 2026 GRA, Part X Expenses, p. 15;

353 Order 2/25, p. 83;

354 Order 2/25, p. 83;

3552026 GRA, Part X Expenses, p. 15;

356 Order 2/25, p. 83;

3572026 GRA, Part X Expenses, p. 15;

358 2026 GRA, Part X Expenses, p. 15;

359 MPI Exhibit #17, p. 48;

360 MPI Exhibit #17, p. 50;

361 Excerpt from Part X Expenses, Figure EXP-4, p.15;
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Total Estimates Basic 2025/26 2026/27 2027128
Expenses (millions)
Basic Allocated
Corporate Expenses
Maintenance (Claims)
Expenses $ 136.8 $146.0 $149.6
Operating Expenses 111.6 1246 128.8
Acquisition Expenses 5.7 6.0 6.2
Total Basic Allocated 254.1 276.8 284.6
Corporate Expenses
Basic Direct Expenses
Commissions 58.9 64.0 67.3
Premium Taxes 40.8 447 47.0
Total Basic Expenses $353.8 $385.5 $398.9

7.3. Maintenance Expenses (ULAE)

Maintenance expenses, also known as unallocated loss adjustment expenses or ULAE are

the costs to settle claims that are not directly connected to specific claims - for example,

the salary of an adjuster.3¢2

For 2024/25, MPI budgeted $143 million for maintenance expenses®¢® and reported
actuals in the 2026 GRA of $149 million, an increase of $6.1 million or 4.3%.3¢4

For 2025/26, MPI forecasted $140.9 million in maintenance expenses in the 2024 GRA
compliance filing3¢>, which was updated in the 2025 GRA compliance filing to $142.2
million3%¢ and then updated further in the 2026 GRA to $136.8 million, a decrease of $5.2
million or approximately 3.7%.%¢” No change was identified in the 2026 GRA Rate

Update.3%8

362 Transcript, October 21, 2025, pp. 23-25, 1;
363 Order 18/25, p. 120;

364 2026 GRA, Part X Pro Formas, p. 9;

365 Order 2/25, p. 84;

366 Order 18/25, p. 120;

367 2026 GRA, Part X Pro Formas, p. 12;

368 MPI Exhibit #17, RU Appendix 5, PF-5;

Manitoba Public Insurance

Page 75



October 30, 2025 Clean MPI Exhibit #68
October 30, 2025 MPI Exhibit #67
2026 General Rate Application

Closing Submissions of the MPIC

For 2026/27, MPI forecasted $134.1 million in the 2024 GRA compliance filing3¢? which
was updated in the 2025 GRA compliancefiling to $141.4 million®’° and then updated again
in the 2026 GRA to $146.1 million, an increase of approximately $4.8 million or 3.4%.371
The 2026 GRA Rate Update reflects a slight decrease in this amount.372

For 2027/28, MPI forecasts maintenance expenses in the 2026 GRA to be $149.6
million373, which is an increase over the 2025 GRA compliance filing amount of $142.3
million374 of $7.2 million or 5.1%.37> There was no significant change reflected in the 2026
GRA Rate Update.376

7.4. Operating Expenses

Basic operating expenses were $111.7 million in 2024/253%77, an increase from the $96.2
million forecast in the 2025 GRA.378 These expenses were forecasted in the 2025 GRA to
be $95.5 million in 2025/26 and $94.9 million in 2026/27379 but were increased to $111.6
million and $124.6 million respectively in the 2026 GRA.38° For 2027/28, MPI forecasts
Basic operating expenses to be $128.8 million.38?

As in past GRAs, MPI deferred initiative expenses and excluded them from the rate
indication in the 2026 GRA. In the 2025 GRA, MPI forecasted $18.5 million in excluded
initiative expenses for 2025/26 and $12.4 million for 2026/27.382 |n the 2026 GRA, MPI
confirmed $34.1 million in excluded initiative expenses for 2024/25, and updated its
forecast for 2025/26 to $26.5 million and $31.2 million for 2026/27.383 For 2027/28, MPI
forecasts an additional $33.2 million in excluded initiative expenses, resulting in an average
of $32.2 million for the 2026/27 rating year.

369 Order 2/25, p. 84;

370 Order 18/25, p. 120;

371 2026 GRA, Part X Pro Formas, p. 15;

372 MPI Exhibit #17, RU Appendix 5, PF-6;

373 2026 GRA, Part X Pro Formas, p. 5;

374 Order 18/25, p. 120;

3752026 GRA, Part X Pro Formas, p. 18;

376 MPI Exhibit #17, RU Appendix 5, PF-7;
3772026 GRA, Part X Expenses, Appendix 3, p. 3;
378 Order 2/25, p. 85;

379 Order 2/25, p. 85;

380 2026 GRA, Part X Expenses, Appendix 3, p. 3;
381 2026 GRA, Part X Expenses, Appendix 3, p. 3;
382 Order 2/25, p. 85;

383 2026 GRA, Part X Expenses, Appendix 29, p. 3;
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MPI does not record these excluded initiative expenses, which are a combination of
expensed initiative costs and operating expenses, in its financial statements as a deferred
asset. Instead, MPI maintains a notional account referred to as the Regulatory Deferral
Account or RDA. This Board heard that the balance of the RDA is currently at $44.3 million
(2024/25), is forecasted to increase to $102 million by 2026/27 and ultimately to $201.3
million by 2029/30.384 As this Board heard, $9.9 million of the current RDA balance
includes the Project Nova impairment and data warehouse write-down.38>

However, MPI requests in this GRA that the forecasted initiative expenses for 2026/27 be
deferred into the RDA, that the PUB declare the RDA assets to be of no value and thereby
discharge it (which is not the equivalent of an impairment)38¢, bringing its balance to
zero.38” Thereafter, MPI proposes a new approach that would require the PUB to abandon
the practice of deferring initiative expenses in favour of an approach that would see MPI
seek recovery in future GRAs of actual initiative expenses incurred, adjusted for
inflation.388 For example, in the 2027 GRA, which seeks approval of rates effective April 1,
2027, MPI would seek recovery of the initiative expenses incurred in the 2025/26 fiscal
year, as this would represent the most recent period with a full year of incurred expenses.38?
Based on current forecasts, this would equate to a $26.5 million request in the 2027 GRA
and a $31.2 million request in the 2028 GRA.

Last year, the PUB set out an expectation that MPI would advise it on when and how
deferred initiative costs would be addressed using regulatory principles such as
intergenerational equity.®?© MPI submits that the new approach proposed in this GRA
addressed this principle, as well as others such as the matching principle, the rate stability and
predictability principle and the used or required to be used principle. During the hearing, MPI
was asked how long initiatives would be live before they would be expected to bring value
toratepayers. Inresponse, Ryan Kolaski noted that the new approach provides athree year
amortization window as it brings prior year actuals into the rate over a two year period.371
The Board heard from the IT witness panel that its new approach for major programs
delivery pursues discrete, manageable programs and projects, most of which have 12 to 24-

384 2026 GRA, Part X Expenses, Appendix 29, p. 3;

385 Transcript, October 20, 2025, p. 981, lines 5-9;

38 MPI Exhibit #41,

387 Transcript, October 20, 2025, p. 984, lines 6-21;

388 Transcript, October 20, 2025, p. 985, lines 15-21;

389 Transcript, October 20, 2025, p. 987-988, lines 23-25, 1-6;
3% Order 2/25, p. 29;

391 Transcript, October 20, 2025, p. 987, lines 7-18;
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month time horizons.??2 Therefore, by the time MPI seeks recovery of these expenses, the
subject initiatives should already be live. As Ryan Kolaski testified, there is value to
ratepayers in modernization.3?3 MPI| therefore submits that the proposed approach
provides a simple but effective mechanism for recovery of initiative expenses.

In the event that this Board does not endorse this new approach, MPI cautions that
continued deferral of initiative expenses may necessitate a capital build provision,
particularly in scenarios where Extension capital transfers are no longer available.3?4 On
the issue of whether MPI could bring in prior year expenses gradually, MPI submits that it
would run counter to regulatory principles, including the principle of intergenerational
equity to selectively withhold incurred expenses for initiatives that have value for current
ratepayers. In other words, this alternative approach would not be an improvement over
the approach proposed by MPI in this GRA.

Compensation remains a significant component of operating expenses, representing
approximately 55% of MPI’s total operating costs.2?> Basic experienced a 2.9% compound
annual growth in compensation in the past four years and Basic compensation has
increased from $130.0 million in 2020/21 to $146.0 million in 2024/25.3%¢

In the 2025 GRA, MPI budgeted Basic compensation to be $141.2 million in 2024/25, with
actuals presented in the 2026 GRA at $146.0 million.3?” For 2025/26, MPI forecasted its
spend at $140.6 million in the 2025 GRA and presented a slightly increased budget of
$141.6 million in the 2026 GRA.378 For 2026/27, MPI updated its 2025 GRA forecasted
spend of $145.4 million to $151.1 million in the 2026 GRA.37?

The growth in Basic salaries and benefits is higher than projected in the 2025 GRA as set
out in the table below. Of note, in the 2027 GRA MPI will report on full time equivalent
(FTE) counts based on actual FTEs as at the last pay period, to align its reporting with
monthly internal reporting and the external annual report.4°

392 Transcript, October 23, 2025, p. 1493, lines 16-22;

393 Transcript, October 20, 2025, pp. 992-993, lines 9-25, 1-2;

3% Transcript, October 20, 2025, p. 841, lines 5-8;

3% Transcript, October 20, 2025, p. 825, lines 10-11;

3% 2026 GRA Part X Expenses, Appendix 3, p. 4 and Appendix 4;

397 Order 2/25, p. 85 and 2026 GRA Part X Expenses Chapter, Appendix 3, p. 4;
3%8 Order 2/25, p. 85 and 2026 GRA Part X Expenses Chapter, Appendix 3, p. 4;
3% Order 2/25, p. 85 and 2026 GRA Part X Expenses Chapter, Appendix 3, p. 4;
400 2026 GRA Part X Expenses, Appendix 9, p. 1;

Manitoba Public Insurance Page 78



October 30, 2025 Clean MPI Exhibit #68
October 30, 2025 MPI Exhibit #67
2026 General Rate Application

Closing Submissions of the MPIC

Basic Total Compensation (millions)

2024/25 2025/26  2026/27  2027/28

2026 GRA(1) $14490 $140.60 S$150.30  $156.20
2025 GRA(2) $141.10  $140.50  S$145.20  $151.10
Change $3.80 $0.10 $5.10 $5.10

12026 GRA Part X EXP Appendix 6, Figure EXP App 6-1
2 2025 GRA Part VIII EXP Appendix 6, Figure EXP App 6-1

MPI notes that its 2025/26 compensation budget remains aligned with its 2025 GRA
forecast. For 2026/27, this Board heard that MPI reduced its historical $6 million vacancy
provision by approximately $3.5 million.?%1 The Board heard that this reduction reflects an
implied 40 FTE positions to allow for “surge capacity” - reflecting the reality that
employees are often hired in advance of vacancy to ensure sufficient training and
onboarding.*02

As for staffing levels, MPI forecasted a total staff complement of 2,122.8 FTEs in
2024/25.403 |n this GRA, MPI reported actuals of 2,034.9 FTE for 202425.4%4 For 2025/26
and 2026/27, MPI forecasted staffing levels at 2,117.8 FTE.%%> In the 2026 GRA, MPI
updated its budgets to 2,088.84%¢ and is expected to hold flat thereafter.#%” MPI
emphasized that, even with surge hiring, filled roles remain below the approved ceiling of
2,089 FTEs, and that vacancy estimates will continue to be evaluated annually based on
actual data.*8

MPI's actual Normal Operations FTE levels have been consistently below budget as follows:

401 2026 GRA, Part X Expenses Chapter, p. 29;

402 2026 GRA, Part X Expenses Chapter, p. 29 and MPI Exhibit 41, Slides 16-17;
403 Order 2/25, p. 86;

404 2026 GRA, Part X Expenses Chapter, Appendix 10, p. 2;

405 Order 2/25, p. 86;

406 2026 GRA, Part X Expenses Chapter, Appendix 11, p. 3;

407, cC(MPI) 1-25, Appendix 1, p. 3;

408 Transcript, October 20, 2025, p. 828, lines 825
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Fiscal Year Actual Budget Over/(Under)
Variance

2011/12 1862.9 1926.5 (63.6)
2012/13 1894.7 1936.7 (42.0)
2013/14 1890.3 1934.7 (44.4)
2014/15 1874.8 1927.7 (52.9)
2015/16 1866.7 1898.7 (32.0)
2016/17 1898.9 1927.5 (28.6)
2017/18 1863.5 1910.0 (46.5)
2018/19 1772.7 1884.0 (111.3)
2019/20 1808.6 1911.1 (102.5)
2020/21 1766.7 1907.0 (140.3)
2021/22 1815.3 1939.0 (123.7)
2022/23 1947.8 1995.2 (47.4)
2023/24 1699.2 2055.8 (356.6)
2024/25 1998.9 2055.8 (56.9)

7.4.1. Budgeting Methodology & Key Performance Indicators

The Board heard that MPI made significant progress in its efforts to mature its budgeting
processes?®? Specifically, this Board heard from Ryan Kolaski that MPI has in place a
bottom-up, top-down, zero-based budgeting process approach, anchored to its multi-year
Strategic Plan. Managers conduct detailed reviews of financial and FTE needs, which are
refined by directors to align with strategic priorities. Final budget proposals are presented
to executive leadership, including the CEO, CFO, VP of People and Culture, and others. The
Executive Committee sets initial targets for total corporate operating costs, providing
strategic direction and financial discipline within an iterative and dynamic budget process.
These targets serve as a structured framework for alignment across MPI, enabling
departments to assess and adjust their needs while minimizing unnecessary churn. 410

MPI illustrated how strategic planning is integrated with business planning, showing that
initiative planning for 2026/27 is already underway and will inform the 2027/28 budget
cycle 411

409 MPI Exhibit #41 Financial Forecasting Presentation, slide 22;
410 Transcript, October 20, 2025, pp. 831-833;
411 Transcript, October 20, 2025, p. 835, lines 8—19, MPI Exhibit 41, Slide 23;
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Integrating Strategy into Budget

|

Dec ' Jan ' Feb ' Mar

Year 3: 27/28 Initiative Planning

lanning

Along with the budget framework filed before this Board,*12 MPI included its budget Key
Performance Indicators (KPIs). Regarding these metrics, Sabrina Kauk testified:

"These KPIs, depending on the cadence, are calculated either monthly,
guarterly, or annually and reported to senior leadership. They serve as
directional tools to track both operational and financial performance.”

Ryan Kolaski explained and differentiated budget KPlIs from Strategic and Claims metrics;
provided in response to CC (MPI) 1-28 and PUB (MPI)2-44:

"MR. RYAN KOLASKI: Sure. So, there was a Board order related to KPIs. That
was broken down between strategic KPIs, claims KPIs, and financial
budgeting KPIs. And that's really what you're seeing between the three
differences on the IRs you pulled up.

When you break them down that way, they all kind of lead and are
interrelated to one another. The strategic KPIs guide the Corporation as to
where it wants to go. The claims KPIs are about claims leakage, cost
containment, ensuring our claims processes are active and enforced. And all

412 part X Expenses Appendix 28;
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those then rolled into the budgeting forecasting, which then create the
financial KPIs overall.”

While acknowledging that its processes are still maturing, MPI stated that these controls
are helping ensure that planning aligns with long-term goals and organizational
aspirations.#13

7.5. Broker Commissions and Premium Taxes

The current agreement between MPI and the Insurance Brokers Association of Manitoba
(IBAM) remains in place until March 31, 2028.414 MPI extended this agreement in 2023 to
align commission rates for in-person and online transactions with the date on which such
transactions are implemented and had indicated that it had expected online transactions to
be available in 2027/28.41> However, with the closeout of Project Nova, the Board received
evidence that the implementation of online transaction process is not expected to begin in
or about fiscal 2029/30,41¢ meaning the current agreement with IBAM is now unlikely to
implement these new commission rates.

In the 2025 GRA, MPI forecasted commissions paid to brokers for selling Basic insurance
products at $50.9 million in 2024/25.417 Actuals reported in the 2026 GRA were slightly
higher at $53.0 million.*!8 Further, last year MPI forecasted that broker commissions would
increase to $56.1 million, which represented a $1.3 million lower forecast than had been
set out in the 2024 GRA.*Y In the 2026 GRA, MPI is now budgeting $58.9 million for
commissions in 2025/26.

For 2026/27, MPI forecasted $58.1 million*2° for commissions. It now forecasts $64.0
million and $67.3 million for 2026/27 and 2027/28, respectively.4?1

413 Transcript, October 20. p. 835, lines 20-23;
414 2026 GRA, Part X Expenses, p. 76;

415 Order 2/25, p. 90;

416 2026 GRA, Part X Expenses, pp. 76-77;

417 Order 2/25, p. 89;

418 2026 GRA, Part X Expenses, Figure EXP-47;
419 Order 2/25, p. 89;

420 Order 2/25, p. 89;

4212026 GRA, Part X Expenses, Figure EXP-47;

Manitoba Public Insurance Page 82



October 30, 2025 Clean MPI Exhibit #68
October 30, 2025 MPI Exhibit #67
2026 General Rate Application

Closing Submissions of the MPIC

This Board heard from Ryan Kolaski that MPI intends to keep total Extension premium
neutral to the change in the Basic deductible - which results in no net increase in
commissions payable to brokers.#22

MPI pays taxes to the Province of Manitoba on the premiums it collects from ratepayers. In
the 2025 GRA, MPI forecasted premium taxes to be $35.4 million in 2024/25.423 |n the
2026 GRA, MPI reported actuals of $35.9 million.424

For 2025/26, MPI forecasted premium taxes to increase to $39.5 million in the 2025
GRA%2> and this year forecasts $40.8 million - an increase of $1.3 million.*2¢

For 2026/27, MPI forecasted premium taxes to be $41.0 million in the 2025 GRA*?” and
now forecasts them to be $44.6 million, or $3.6 million higher than last year.#28

In this GRA, MPI forecasts premium taxes to increase to $47.0 million for 2027/28 based
on the forecasted growth in Basic premiums in that period.#2?

7.6. Information Technology

7.6.1. Special Sitting and IT Summit

MPI welcomed the opportunity to share its progress on IT-related initiatives with the Board
through two key engagements this year: the March 2025 Special Sitting and the May 2025
IT Summit.*3° These sessions were designed to keep stakeholders informed of material
developments as they occurred and to provide opportunities for scrutiny and feedback.
MPI hopes these exchanges demonstrate its ongoing commitment to transparency.

In Order 2/25, the Board acknowledged MPI’s proposal—made in its closing submission for
the 2025 GRA—to provide an update on the status of Release 3 of Project Nova via a special
sitting in early 2025. 431 Accordingly, on March 17, 2025, MPI met with representatives of

422 Transcript, October 20, 2025, p. 883, Lines 20-25;

423 Order 2/25, p. 90;

424 2026 GRA, Part X Expenses, Figure EXP-50;

425 Order 2/25, p. 90;

426 2026 GRA, Part X Expenses, Figure EXP-50;

427 Order 2/25, p. 90;

428 2026 GRA, Part X Expenses, Figure EXP-50;

429 2026 GRA, Part X Expenses, Figure EXP-50;

430 2026 GRA, Part VI Information Technology, Appendix 1 — Redacted, Transcript, October 23, 2025, pp. 1516-1517,
Lines 13-25, 1-3;

41 0rder 2/25, p. 106;

Manitoba Public Insurance Page 83



October 30, 2025 Clean MPI Exhibit #68
October 30, 2025 MPI Exhibit #67
2026 General Rate Application

Closing Submissions of the MPIC

the PUB and the Consumers Coalition in a confidential session to present the outcomes of
the Release 3 Discovery phase, the decision to discontinue Project Nova, the approach for
Special Risk Extension (SRE) remediation, and the new IT Roadmap for program delivery.

In addition to the Special Sitting, and in compliance with Directive 14.19 from Order 2/25,
MPI hosted an IT Summit on May 12, 2025. During this event, MPI shared comprehensive
information with PUB technology consultants on a range of topics, including IT staffing, IT
benchmarking, IT strategy, Value Assurance, the Capital Master Summary, major program
delivery, and Project Nova. The Summit also included insights from MNP, MPI’'s Governance
and Risk Advisory vendor.*32

MPI recognizes the value of regular check-ins with the PUB and therefore would support a
direction to hold another IT Summit next year. MPI submits that there may be benefit in
moving up the timing of that summit to permit a review of the updated 5-Year Rolling IT
Roadmap in advance of the next fiscal year.

7.6.2. IT Strategy and 5-Year Rolling IT Roadmap

This year’s IT Strategy specifically aligns with the Multi-Year Corporate Strategy by
mapping IT goals to strategic pillars.#33 During the hearing, this Board heard what the aims
of the strategy are, which are succinctly set out the presentation slide below:434

432 2026 GRA, Part VI, Information Technology Chapter, Appendix 1;
433 2026 GRA, Part VI, Information Technology Chapter, Appendix 4, p. 12;
434 2026 GRA, Part VI, Information Technology Chapter, Appendix 4, pp. 16-18, MPI Exhibit 48, Slide 10;
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Supporting the Corporate Strategy through IT

Wh To enable and support the organization’s technology needs, aligning with business goals and
y ensuring operational excellence.

Structure IT Build strong data Enhance business Transition to Invest in employee
initiatives to governance and a continuity, scalable, software training and
directly support comprehensive data disaster recovery defined, and cost- optimize processes
and enable infrastructure and cybersecurity efficient and tools
corporate technologies to
objectives reduce IT debt and
improve agility

Through the management of technology risk by identifying and addressing weaknesses in
systems, processes, and staff capabilities to ensure secure, reliable, and aligned technology

operations..
2026 General Rate Application ‘

MPI Exhibit # XX

The strategy not only identifies expected outcomes for reach of these actions but also
specifies ownership as well as metrics for success, providing an opportunity to assess
progress and establish accountability. At the May 2025 IT Summit, MPI explained how it
created this strategy guided by the desire to better align the IT vision and mission with that
of the Corporation as a whole.43>

The IT witness panel testified that the primary aim of the IT Strategy is to manage Technical
Risk, which the witness panel testified is the likelihood that something will go wrong with
software, devices or infrastructure.#3¢ This Board also heard that Technical Debt is
subsumed within Technical Risk and represents the additional cost that would need to be
incurred to make the changes needed to address risks that have turned into issues. The
importance of managing Technical Risk was highlighted for the benefit of the Board as:
avoiding significant adverse consequences across the organization, avoiding the loss or
theft of data, reducing maintenance costs, remaining compliant with regulations and
maintaining the ability to proceed with projects when desired.*3” This is especially the case
for MPI, which is currently managing risks resulting from the use of both custom
applications (for example, those in-house built systems that were the focus of Project Nova)

4352026 GRA, Part VI, Information Technology Chapter, Appendix 1, p. 31;
436 MPI Exhibit 48, Slide 11;
437 MPI Exhibit 48, Slide 11;
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as well as configured Commercial off-the-Shelf or COTS applications (for example, the BI3
or ERP applications), which are all generally moving from on-premises or “on-prem”
solutions to cloud-based subscriptions or Software as a Service (SaaS) solutions.*38

As the Board heard, one of the failures of Project Nova was that MPI designed the program
using a narrow lens and did not employ a holistic view to addressing Technology Risk. As a
result, its pursuit of modernizing selected critical systems increased technical risk
elsewhere.*3? Ending Project Nova does not address the technical risk that MPI still faces.
Accordingly, while MPI was in the process of closing out the project, it was also developing
a new system for addressing this technical risk - enter the 5-Year Rolling IT Roadmap.

Designed to support the IT Strategy, the Board heard that the 5-Year Rolling IT Roadmap
(Roadmap) concept prioritizes programs and initiatives that address technical risk. MPI
introduced the first draft of the Roadmap to the PUB at the March 2025 Special Sitting and
reviewed it again at the May 2025 IT Summit. The Roadmap is guided by the following
assumptions and guiding principles:#4°

2026 GENERAL RATE APPLICATION
Part VI - IT Appendix 1 - Redacted

June 25, 2025 CONFIDENTIAL

Executive decisions to keep initiatives in the IT roadmap were based on the following assumptions and
guiding principles:

Assumptions Guiding Principles

v Complete work that’s in progress We Adhere to Corporate Focus Areas in our Multi-Year Strategic Plan
Organizational Effectiveness:

Current resource capacity dictates the volume of change that
we'll take on in a given year

Implementation is paced based on the organization’s ability to
absorb change

Securing the information MPI is responsible for is critical

v'Several “big rocks” are non-negotiable:
¢ ERPand BI3 are unmovable must do items .
SRE Stability is a critical must do item
MyMPI and IRP Online is work that has started already
and lays the foundation for future digital capabilities

v Existing expiring contracts for technology will be evaluated for

alternative approaches to ensure MPI stays within a manageable Financial Stability:

level of change. Eligible contracts will go for waive and are assumed .

to be approved

v Efforts are focused on mitigating technical debt ahead of growing
the business

Core business systems / solutions must remain functional for
business processing

Customer Value:
If a discretionary choice is available, prioritize projects that

improve experiences for our Customer
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438 Transcript, October 23, 2025, pp. 1511-1513, 1529-1533;
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The Roadmap not only represents an improved method of addressing technology risk but
also presents as an opportunity to mitigate the risk of Change/Transformation Execution
Failure - Major Programs and is specifically identified as a risk treatment in its risk
profile.#41

The new 5-Year Rolling IT Roadmap approach to addressing technical risk differs from the
past approach. First, the Roadmap aligns investments in technology with strategic business
processes. It also intentionally divides larger initiatives into smaller, more manageable
ones. Finally, it incorporates a wholistic view of technical risk that includes not just
modernizing outdated systems but also ensuring that MPI maintains the currency of its
critical software as a service or SaaS applications and adequately plans for their
replacement when they are no longer supported by their vendors.**2 While projects
originally under the Project Nova umbrella may show up in the Roadmap - this Board heard
that the current focus is on addressing software that presents an immediate risk, such as
those with expiring contracts.?43

This Board heard that the 5 Year Rolling IT Roadmap was initially presented last spring as a
high-level concept focusing on major programs and is currently being refined. Roy Hart
testified that MPI is working to make it more accessible, incorporate capacity constraints,
provide specific costs for two years out and broaden the scope of risk to be addressed to
include infrastructure and other risks. The Board also heard from Satvir Jatana that the aim
of the new roadmap is to look at all the solutions that require attention and sequence
projects so as not to overburden the organization from a financial or people perspective
and to pace IT investment over the long term. 444

7.6.3. IT Benchmarking

In compliance with Board Directive 14.21 from Order 2/25 (varied by Order 29/25), the
Board heard from MPI’s Information Technology witness panel that MPI engaged Gartner
again this year to complete another assessment of how MPI compares to its peers in terms
of its IT spending, staffing levels and levels of maturity for key IT domains. The Board
received evidence that this new engagement secures reporting until at least 2030.44°

441 2026 GRA, Part Xlll, Risk Management Chapter, Appendix 7, p. 3;
442 pyB (MPI) 1-88 d);

443 Transcript, October 23, 2025, p. 1608-1609, lines 13-25, 1-16;

444 Transcript, October 23, 2025, p. 1517-1521;

445 pUB (MPI) 2-64 a);
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The Board heard that benchmarking exercises are important because they help identify
best practices and areas for improvement. Further, it supports fiscal responsibility and
accountability because it provides a measure to ensure that MPI is focused on the right
investments when it comes to improving IT performance.**¢ As Roy Hart explained:

"...The value of benchmarking lies in - in its ability to provide a fact-based
view of where we stood as of the assessment period in critical areas, such as
IT spend, staffing, and service management maturity to help us identify
strengths and pinpoint gaps that require attention, ensuring our operations
are aligned with industry standards and optimized for performance.

Importantly, benchmarking also serves as a tool to provide stakeholders with
confidence that MPI s focusing on both the right investments and invests in
improvements in ways of working within our IT operations. %’

This year, the Gartner IT Benchmark assessment report - the result of a guided self-
assessment*48 - uses 2024/25 fiscal year data to establish baselines for comparison.#4° The
result is a comparison that is as current as possible given that previous iterations of the
report used data from fiscal year before the most recent one.*>°

Another feature of this year's report is that it continues to show aggregate spending levels
with and without the impact of Project Nova. However, the Board should expect that next
year’s report (incorporating data for fiscal year 2025/26) will revert to a single view of IT
spend (i.e., no longer separating “with” or “without” Program Nova), which is consistent with
how Gartner evaluates other peer organizations. 4°1

To be relevant and effective, benchmarking requires the selection of appropriate peers.
During the hearing, this Board heard that the selection of peers is difficult given how unique
MPI truly is. While MPI offers automobile insurance products and services, it isnot a private
company and provides products and services that these companies do not. While MPl is a
public sector organization, it competes in acompetitive marketplace and operates at ascale
that is more in line with private insurers. Accordingly, while the Gartner report includes
comparisons to 8 insurance industry and 12 public sector peers (which peer groups include

448 MPI Exhibit #48, Information & Technology Presentation, Slide 4;

47 Transcript, October 23, 2025, p. 1463-1464, lines 16-25, 1-3;

448 Transcript, October 23, 2025, p. 1629, lines 18-25;

443 MPI Exhibit #18, Slide 7;

450 For example, the Gartner Benchmarking Report filed in the 2025 GRA used data from the 2022/23 fiscal year;
451 MPI Exhibit #18, Slide 7;
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a substantial number of peers from within Canada and North America)#>2 selected by total
revenue (in the case of private insurers) and total operating expense (when it comes to
public sector organizations)*>3, how MPI should compare to these groups is an important
qguestion that must be considered regularly and with reference to the functions that it
performs. The Board heard from Shawn Campbell that, in terms of these differing
comparator groups, MPI aims to be more like private insurers while recognizing the need
to deliver the lowest rates possible.*>*

As per this year’s report, the evidence establishes that, when it comes to IT spending and IT
staffing, MPI typically falls somewhere in between these distinct comparator groups (even
when factoring in Nova spending).**° It is only when Project Nova is added to the equation
that MPlI falls in line with both peer group sets when it comes to spending percentage to run
the business versus change the business. In other words, MPI’s spending on modernization
efforts is consistent with what is occurring in these industries.*>¢

The Board heard that the investments MPI continues to make in its IT domains have
positioned it to respond to evolving business needs with MPI’s maturity levels higher than
peers in eight of nine domains. Its overall maturity score increased from 3.03 (2022/23) to
3.24 (2024/25) compared to an average maturity score of 2.60 for the comparator
groups.*’ MPI also continued to mature in five of the nine domains, demonstrating a
commitment to maintaining strong operations.*>8

However, as Shawn Campbell noted, IT maturity is not a fixed endpoint but rather a
continuous journey of evolution, adaptation and optimization.**? The Board heard that in
some cases in this year's report, MPI’s maturity score declined. When asked about changes
in maturity scores, Shawn Campbell stated that a number of factors influence changes in
levels and, when comparing the results from 2022/23 to 2024/25, he noted that MPI
experienced changes in leadership and that the organization was heavily focused on

452 MPI Exhibit #18, Slide 9;

453 Transcript, October 23, 2025, p. 1465-1466, lines 19-25, 1-3;

454 Transcript, October 23, 2025, p. 1573, lines 4-20;

455 MPI Exhibit #18, Slide 11;

456 MPI Exhibit #18, Slide 11;

47 MPI Exhibit #18, Slide 12;

458 MPI Exhibit #48, Information & Technology Presentation, Slide 7;
459 Transcript, October 23, 2025, p. 1469, lines 13-16;
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delivering Project Nova. Shawn Campbell also noted that changes in questioning and how
current leadership assesses current practices influence the result of the exercise.4¢0

In addition to maturity scores, the topic of IT staffing and spending on contractors was
raised, with questions posed to the witness panel on cross-examination. The Board heard
that the IT Benchmarking report found that MPI uses a higher proportion of contractors
relative to both insurance industry and public sector peers, with and without the inclusion
of Nova resources.*¢1 However, as the panel explained in their direct evidence, MPI’s
updated forecasts for internal FTE and consultants show declines in each category over the
next three years.*%2 The Board also heard that MPI has already taken action to reduce its
long-term reliance on external services by adopting the Skills Framework for the
Information Age (SFIA), a framework used to assess current capabilities, identify skills gaps
and deliver targeted learning plans.*¢3 As it concerns its approach to the use of contractors,
Satvir Jatana stated:

“...what you will see as we’re developing this roadmap, we need to be mindful
how we address our IT debt. Given who we are, we have to pace our
modernization. We have to pace that for our people. We have to place that for
customers, and we definitely have to pace that for our partners that we work
with, 764

Another concern raised was the availability of leaders and subject matter experts -
particularly into the future. Again, this Board heard that MPI is undertaking workforce
planning and is utilizing the SFIA framework to identify the exact training that people
require to close gaps and opportunities for knowledge transfer.4¢>

Gartner recommended three focus areas for improvement this year. First, MPI should
strengthen its product and application lifecycle planning, with a focus on strategic
alignment, modernization and governance. In response, this Board heard from Shawn
Campbell that MPI will be expanding its application performance monitoring and risk
management. Second, Gartner recommended that MPI mature vendor engagement to
strengthen program and portfolio management outcomes. This Board heard that MPI

460 Transcript, October 23, 2025, p. 1633-1635;

461 MPI Exhibit #18, Slide 24;

462 MPI Exhibit #48, Information & Technology Presentation, Slide 15;
463 Transcript, October 23, 2025, p. 1483, lines 9-15;

464 Transcript, October 23, 2025, p. 1622, lines 13-19;

465 Transcript, October 23, 2025, p. 1624-1625, lines 23-25, 1-20;
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started making improvements in its governance last year and plans to continue improving
engagements this year. Finally, Gartner recommended that MPI advance its data ecosystem
through establishing comprehensive data fabric architecture and by enhancing data
governance and integration practices. MPI is rolling out an Enterprise Data Program to
improve its data maturity (which is a program within Pillar 3 of the Multi-Year Corporate
Strategic Plan).6¢

Roy Hart testified on how MPI uses the results of the IT Benchmarking exercise to inform
its IT Strategy:

“...we do use this as an input, as something as consideration, not as the only
single driver, just to be clear, right, for how we build out our strategy, and
how we build out or operating plan on an annual basis. And so - so it does
influence our activities. Its subject of conversation, and it does - it is a key
input into all of our business planning, essentially from a — from an IT

lens. ™67

In future GRAs, MPI expects that these benchmarking reports will be filed with this Board
approximately eight weeks following the GRA filing.4¢8

7.64. Project Nova Closeout & Major Program Delivery

As stated above,on March 17,2025 MPI appeared before the PUB to announce its decision
to close-out Project Nova. After concludingits discovery of Release 3 near the end of 2024,
MPI had a better understanding of what the next phase required, both in terms of budget
and timeline, and MPI’s inability to deliver on both. Serious challenges were revealed, not
the least of which was an increase in the total program budget to $435 million (from $290
million), all without having conducted discovery for Release 4.

In this proceeding, MPI filed a comprehensive Closeout Report for Project Nova, the
highlights of which will be detailed in this section.*¢?

465 MPI Exhibit #48, Information & Technology Presentation, Slide 8;
487 Transcript, October 23, 2025, p. 1576-1577, lines 22-25, 1-5;

468 2026 GRA, Part VI, Information Technology, p. 6;

469 MPI Exhibit #21 and #25; and MPI Exhibit Cl #10;
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Project Nova was closed effective June 30, 2025. In his testimony, Roy Hart confirmed via
response to PUB counsel that ‘closed’ meant that no additional resources will be allocated
to the original scope of the program and with no additional expenses being booked. 47°

The total cost of Nova at fiscal year end (March 31, 2025) was $166,260,000.

In addition, the total Nova ongoing costs as of March 31,2025 (to the close-out date of June
30, 2025) were $60,976,000. These costs are in addition to the costs of $166,260,000.

The total ending Net Book Value of Nova at fiscal year end (March 31, 2025) was
$49,359,000. This amount represents assets currently in use (being amortized) and
deferred development costs for modernizing MPI's IT systems.*’1

The amount written off with respect to Project Nova at March 31, 2025 was
$60,777,000.472 The Nova write-off amounts that are contained within the current RDA
balance ($44,300,000) that MPI is seeking to have declared of no value predominantly
amount to $9,900,000.473

In accordance with IFRS, intangible assets are tested annually for impairment. For Nova,
MPI recorded an impairment of $60.8 million on deferred development cost assets in the
externally audited financial statements as of March 31, 2025.

The figures above represent those at a corporate level.

For the Basic line of business, Project Nova cost a total of $62,489,000, with a write-off of
$8,891,000, and a remaining Net Book Value of $20,693,000.

For the DVA line of business, Project Nova cost a total of $57,467,000, with a write-off of
$26,916,000, and a remaining Net Book Value of $20,594,000.

The amounts by line of business were adjusted for allocation reasons as explained by
Sabrina Kauk in her response to questions by PUB counsel. MPI changed its method of
allocating costs from Story Points to WCCCCR,*’# which resulted in Basic’s share of Project
Novaincreasing from $51.8 million to $62.5 million. Sabrina Kauk explained that with Nova
having closed, Story Points allocators were no longer appropriate and that a re-evaluation

470 Transcript October 23, 2025, page 1590;

471 CC (MPI) 2 = 9 and MPI Exhibit #27 (updated IR response);
472 CC (MPI) 2 — 9 and MPI Exhibit #27 (updated IR)

473 Expenses Chapter, Figure EXP APP 29-1, line 4

474 part X EXP Appendix 13;
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was conducted for 2025-26 to determine how best to allocate digital work. Since digital
work under Nova was foundational and benefited all business lines, WCCCCR was selected
as the most reasonable method. Sabrina Kauk added that Story Points were always
intended to be refined over time and updated as the project evolved.4”>

Before the amounts allocated to Basic were adjusted, MPI calculated that Project Nova
costs the Basic policyholder $33.00 (to March 31, 2025).47¢

While a significant amount of the Nova costs ($60.8 million) was recorded as an impairment
(write-off) in the fiscal year 2024/25, there does remain in use the foundational work
related to Release 1, Release 2 and Release 3. This includes the investments made in
various technologies such as Dynamics 365 & Power Platform for the SRE (Release 1) and
IRP (Release 2) solutions that can be used for the new customer portal, MyMPI. Also, with
respect to Celtic (IRP and Release 2) and MuleSoft (SRE and Release 1), MPI intends to
leverage these technologies for vehicle registration and driver licensing (Celtic) and other
corporate initiatives, including the Electric Vehicle rebate program (MuleSoft).4””

The costsincurred during Q1 (from April 1 to June 30 close-out date) are expensed closeout
activities (not deferred) and will therefore not form part of any further impairment in fiscal
year 2025/25. The system costs related to the technologies mentioned above were
expensed as not meeting capitalization criteria under IAS 38, i.e., not deferred.

Project Nova closeout activities that occurred within the April 1 to June 30, 2025
timeframe were managed through the ongoing Major Program - Program Management
funding allocation.”8 Similarly, having closed Project Nova without full delivery of scope,
there will be no further tracking or reporting on benefits. Instead, the remaining scope of
Project Nova will be restructured into multiple business cased projects.#’? Put another way;,
the set of projectsidentified under Nova will now be organized into much smaller initiatives
and scheduled into the 5-Year Rolling IT Roadmap based on overall priorities.

Gary Dessler, MPI’s Principal Architect and with Project Nova since inception, testified
with respect to the lessons learned from Project Nova and MPI’s path forward. His
presentation included the following slide that summarizes the important lessons MPI has

475 Transcript October 28, 2025 pages 2048 and 2049;
476 CC (MPI) 1 - 7

477CC (MPI) 1 - 7;

478 pUB (MPI) 1 — 89;

473 CC (MPI) 1 - 7;
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taken from Project Nova, lessons now being applied in the IT Roadmap and Major
Programs:

Key Lessons Learned

Lessons Learned Path Forward

Siloed, multi-year program structure Transition to a Five-Year Rolling IT Roadmap with portfolio-
diluted focus and limited capacity. managed, phase-gated delivery. Integrate all legacy system
replacements into a roadmap aligned with annual planning.

Unrealistic planning and requirements  Adopt right-sized planning, rigorous requirements discipline, and
discipline, insufficient business integrated testing upfront. Use annual phase gating and milestone-
engagement led to missed targets and based funding approvals for accountability. Increase business
overruns. engagement and ownership throughout projects.

Ineffective governance and decision- Implement transparent governance with clear decision criteria,
making delayed escalation and lacked defined sponsorship, and active financial oversight. Escalate issues
financial challenge promptly and track outcomes.

Insufficient operational readiness and Assign named accountabilities for operational readiness and
knowledge transfer caused knowledge transfer. Develop repeatable, documented transition
adoption gaps. plans and ensure ongoing support and training.

Weak vendor management and Strengthen how vendors are managed with recurring

contract controls led to rising costs and  performance reviews, activate audit rights, and standardized

underutilized audit rights. change order governance. Link payments to delivery and
monitor vendor performance.

MPI has said in this application that closing out Project Nova does not mark the end of its
efforts to modernize its legacy systems. MPI remains committed to updating the systems
that support public automobile insurance in Manitoba, and that commitment holds true
today. The work itself is not ending, but the way in which MPI will approach that work has
now fundamentally changed.

7.6.5. Major Programs

Major Programs are aligned to and prioritized against initiatives within the Strategy to
Execution Pipeline. By contrast, less complex projects are managed through the Project
Management Office. 480

Moving forward, MPI will work towards planning, costing, and delivering each project
within reasonable timelines of 12 - 24 months. The path forward, as described in the
Lessons Learned graphic above, will align MPI's plans with its human and financial
resources. By breaking down the legacy system replacement into stand-alone projects

480 Transcript, October 23, 2025, p. 1493, lines 7-11;
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wherever possible, MPI can focus on planning, costing, and delivering each project with
clear timelines and accountability. 481 This approach allows MPI to remain adaptable to
changing circumstances and priorities, focusing on near term goals while maintaining a
long-term vision. 482

MPI has identified four Major Programs within its 5-Year Rolling IT Roadmap, defined as a
technology program whose total cost is expected to exceed $3 million.#83

i) MyMPI Foundation & IRP Online

This program will deliver International Registration Program (IRP) products and services
via a new customer portal that will enable customers to transact online. The objectives
include establishing a new customer portal called MyMPI for release to a smaller customer
base before adding high volume functionality. Currently in the implementation phase, the
overall budget is $10.64 million.

i) SRE Remediation

This program will address the system challenges that the SRE business has faced since the
implementation of Nova Release 1. The program is broken down into four smaller projects
including SIS Reversion, which involves the migration of SRE policies from the Duck Creek
platform. The objectives include resolving the ongoing technology issues to allow for
integration with existing systems and workflows. The program is currently being initiated
and estimated to cost $15 million.

iii) Bodily Injury Claims Management (BI3)

This program will upgrade the existing version of the FINEOS software used by Injury
Claims Management (BI3). Nearing end of life, MPI will now make use of a cloud-based
subscription solution. This status of this program is also in the initiation phase with an
estimated budget of $10.9 million.

iv) ERP Replacement Program

This program will address MPI’s version of Infor Suite, which is used for internal payroll and
accounting purposes, but is no longer supported under its Enterprise Resource Planning

481 Transcript, October 23, 2025, p. 1493, lines 16-22;
482 Transcript, October 23, 2025, p. 1494, lines 9-15;
483 CC (MPI) 1 — 64 (Overview of Major Programs)
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contract. The objective will be to implement a new ERP system that meets MPI’s future
needs. The program is in the initiation phase with a budget of $16.6 million.
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Governance

As stated by the Director of Major Programs, Jen St. Laurent, there will be an increased
focus on financial controls within Major Programs, including regular updates on forecast
versus actuals (spending) and Key Performance Indicators and Key Risk Indicators for
projects.

Major Programs includes an updated governance framework to appropriately handle
different levels of risks and issues. With Project Nova having closed, the contract with the
governance vendor also ended. MPI explained that an RFP process is currently underway
for an expanded governance engagement that will focus on delivery, expert advice and
coaching to ensure Major Programs adheres to timelines and budgets.

Use of RAAIDD methodology (Risks, Assumptions, Actions, Issues, Dependencies,
Decisions) ensures nothing important is overlooked, with each component directed to the
appropriate leadership level to be addressed in a timely manner. Indeed, when put in place
last year, both the decision-making processes and RAAIDD identified gaps in the uptake of
the framework, which was addressed by implementing actions to support a business-led
approach to Major Programs (as opposed to being technology-led as was the case with
Release 1 of Project Nova).*84

Major Programs also arrives with a new internal governance model, applied separately to
each major program. Roy Hart testified that for continuity and accountability reasons, the
Technology Sponsor and Solution Sponsor remain the same for each program.4>

484 CC (MPI) 1 - 65
485 Transcript, October 23, 2025, p. 1506, lines 1-5;
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Governance Model

Approved model established a standard framework for Major Programs Delivery while
fostering project-specific business ownership.

1

MODEL OVERVIEW

- A permanent model is in place, ensuring
Major Programs Sponsorship & Delivery ' Project-Specific consistency in how Major Programs are delivered.

i Sponsorship & Delivery

A project- specific team is stood up depending on
unique needs of an individual project, ensuring
LOB-specific accountability for project outcomes.

Sponsorship is established in alignment with the
following mandates:

» Technology and Solution Sponsors: Accountable
for Major Programs broadly, including project
Sponsorship N o g prioritization and the dissemination of budget to

Level e o (LC individual projects.

(VP) T » LOB Sponsor: Responsible for shaping the
strategic direction of a given project within
allocated budget, including decision-making
Delivery contained to individual project outcomes.

Leadership Level
(Director) Major Program Delivery Leadership Business Delivery Lead

Delivery leadership at the Program level remains
unchanged, with a business delivery lead assigned
to projects based on their scope.

Deli . Business SMEs (at the appropriate level, i.e.,
elivery Leve 2 Manager, front-line staff, etc.) are deployed based
NG Tap SaDa e on specific project needs, while Major Program

Delivery resources are assigned to sup, various
projects.

GOVERNANCE LAYERS

There is also a Steering Committee at the sponsorship level, comprised of all members of
the Executive, that meet to discuss and review all major programs and the projects
thereunder.

As repeated throughout the testimony of Roy Hart and the other members of his team, MPI
has candidly recognized the many problems that led to the failure of Project Nova. MPI has
now leveraged those lessons learned with a focus on continuous improvement and remains
committed to responsible technology leadership. Managing technology risk is the top
priority, to be achieved by aligning modernization efforts with capacity.

7.6.6. Value Assurance

Last year, the Board heard how MPI moved its Value Assurance Team under the Finance
Division with its priority being the rollout of the Benefits Realization Process.*®¢ The Value
Assurance Team spent the past year implementing that process, known today as the

48 Order 2/25, p. 98;
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Benefits Realization Management or BRM process, which is aframework that identifies and
tracks project benefits to ensure the realization of intended value.*8”

This year, the Value Assurance Team is focusing on establishing BRM post-implementation
processes, including a performance monitoring and reporting process, a transition and
sustainment process, a lessons learned process and a post-investment appraisal
template.*88 The Board also heard that the Capital Master Summary or CMS is being
renamed this year to the Corporate Project Funding Summary or CPFS to align the
monitoring and tracking of funded projects and will rename Lean Portfolio Management or
LPM funding to Corporate Project funding.*8?

During the hearing, the Board heard how the team is engaged for all initiatives where the
value is $500,000 or more, which balances the importance of applying the framework with
the capacity of the organization.*?°

The Board also heard that projects valued at $100,000 or more still require business cases
but may not receive the benefit of the BRM process unless they hit the $500,000
threshold.#?1 All Major Programs are subject to the BRM process.*?2 Four initiatives
(Contact Centre as a Service, Enterprise Feedback Management, Enterprise Data Platform
and Cloud Migration) and four Major Programs (MyMPI Foundation, SRE Remediation,
Bodily Injury Claims Management and ERP Replacement).4?3

For projects that are subject to the BRM framework, once the business case is approved,
the Value Assurance Team collaborates with the business and benefit owners to prepare a
BRM planthat defines reporting metrics, establishes baseline measurements, identifies key
timelines and outlines benefit risk mitigation strategies. The Value Assurance Team then
meets with the project manager at key points in time to verify the status of the initiative
and that no unforeseen changes are impacting benefit realization. Changes to a project are
documented through Change Requests or Decision Requests requiring formal approvals.
This process allows the Value Assurance Team to proactively monitor progress and ensure
the project remains on track to deliver expected benefits.4?4 The Board heard that during

487 2026 GRA, Part VI Value Assurance, p. 3;

488 2026 GRA, Part VI Value Assurance, p. 6;

489 2026 GRA, Part VI Value Assurance, p. 6;

490 Transcript, October 23, 2025, p. 1557, lines 3-19;

41 Transcript, October 23, 2025, pp. 1557-1558, lines 24-25, 1-10;
492 Transcript, October 23, 2025, pp. 1559-1560, lines 24-25, 1-3;
493 Transcript, October 23, 2025, pp. 1563-1564, lines 24-25, 1-3;
494 2026 GRA, Part VI Value Assurance, pp. 3-4;
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regular check-ins, any results raising concerns would be escalated and that the Value
Assurance Team meets with the relevant governance or steering committee to relay those
concerns, which would then flow up to the Executive Committee and finally to the
Technology Committee of the Board.4?>

In terms of Project Nova, this Board heard that that the BRM framework was not
implemented at the time but that the initial business case and re-baselines identify
expected benefits.??¢ In terms of lessons learned from the project, the Board heard of the
importance of early involvement of the Value Assurance Team in the project lifecycle, being
more focused on the outcomes and benefits of a particular project as opposed to a solution
and alignment across all involved parties on the expected outcomes.*?”

7.7. Benchmarking

This year MPI presented three different performance benchmarks (in addition to its
benchmarking of IT operations - addressed in Section 7.6.3):

1. Canadian Vehicle Rates Comparisons and Average Private Passenger Vehicle
Written Premiums (Premium Comparison);

2. Operational Efficiency (Crown Benchmarking); and

3. Serving Manitobans (Customer Service Measures).4%8

7.7.1. Premium Comparison

While benchmarking exercises are an important way to measure performance and identify
opportunities, MPI continues to experience challenges in establishing effective
benchmarks - especially when it comes to comparing the cost of its vehicle insurance with
others. In previous GRAs, MPI relied on 30 profiles designed by Ernst & Young (EY) for the
Canadian Private Passenger Vehicle Insurance Rate Comparisons. However, EY ended the
service, and the 2024 GRA was the last to feature that report. In the 2025 GRA, MPI
provided its own report that attempted to update the previous EY reporting but noted the
challenges with its approach. MPI was also unable to effectively gather data from other

495 Transcript, October 23, 2025, pp. 1561-1562, lines 12-25, 1-12;
4% Transcript, October 23, 2025, pp. 1562-1563, lines 16-25, 1-14;
497 Transcript, October 23, 2025, pp. 1566-1567, lines 10-25, 1-13;
498 2026 GRA, Part V Benchmarking Chapter, p. 4;
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sources.*?? However, as an alternative measure of affordability, MPI also introduced the
average premium as a percentage of median income metric. And it was noted last year that,
according to the Alberta Rate Board Report, the average after-tax income spent on auto
insurance in Manitoba is 2.8%, or fifth lowest among the Provinces.>%°

Inthe 2026 GRA, MPl introduced a new profile-based comparison that, unlike the previous
approach which compared MPI to a variety of public and private insurers across Canada,
focuses exclusively on MPI, Saskatchewan Government Insurance (SGI) and Insurance
Corporation of British Columbia (ICBC) for comparison using the 30 profiles, updated to
reflect rates as of April 1, 2025.°°1 |t should be noted that despite comparing MPI to other
public insurers, this new report is similarly unable to account for all differences in
underlying benefits, policy terms or coverages offered by each insurer. Other limitations
were also applied which keeps the new reporting consistent with the EY reporting but may
reduce relevancy to current market.>°2 The results of the cross-jurisdictional rates
comparison shows that while MPI typically falls between SGI and ICBC in terms of its rate
offerings - its rates are also usually closer to the lower end of this range.>3

Although comparing premiums is an important way to evaluate insurance costs, MPI
believes that it is also important to consider a measure that reflect the financial burden
placed on policyholders themselves. Therefore, in addition to its new approach to premium
comparison, MPI provided an update on its efforts to develop an effective affordability
metric. Consideration is being given to a metric that illustrates vehicle insurance premiums
expressed as a proportion of average or median household or individual income. MPI
continues to examine this metric with a view to ensuring its proper definition, the
availability of reliable and timely data, and the ability to ensure that the metric can
consistently be measured over time.>%* It should be noted that, to ensure accountability
under its new Multi-Year Corporate Strategic Plan, MPI is also considering using the
average insurance premium as a percentage of median income to measure performance on
achieving affordability.>®> And this Board heard from Satvir Jatana that if the metric is

499 Order 2/25, pp. 98-99;

500 Order 2/25, p. 99;

501 2026 GRA, Part V Benchmarking Chapter, p. 5;

502 2026 GRA, Part V Benchmarking Chapter, Appendix 1, p. 5;

503 2026 GRA, Part V Benchmarking Chapter, Appendix 1b;

504 2026 GRA, Part V Benchmarking Chapter, p. 7;

5052026 GRA, Part XIV Select Financial Reports Chapter, Appendix 3, p. 16 and also Part |1l Corporate Strategy,
Appendix 1, p. 9;
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ready to be presented, it will be presented next year, failing which MPI will respond as to
why it has not adopted the metric or has been unable to confirm the right target.%¢

And while MPI did not implement a metric in this GRA, it did provide values for its newly
adopted budget framework key performance indicators, which include the average
premium as a percentage of average Manitoba income, with the results being as follows:

2023/24°%7 2024/25°%8
Basic: Averag:e Pre.mium as a % of 219 21%
Average Manitoba income
. . H o
Extension: Aver?ge Pr‘emlum asa% 0.3% 0.4%
of Average Manitoba income
Combined: Average Premium as a 2.4% 2.4%

% of Average Manitoba income

Finally, MPI provided its Average Premium Growth Rate assessment, which shows that
between 2002 and 2024, Manitoba had consistently lower rates of growth (2.1% for
Manitoba versus 3.4% for Canada) demonstrated in the figure below.>%?

506 Transcript October 15, 2025, p. 370-371, lines 7-25, 1-10;
507 pUB(MPI) 2-47

508 2026 GRA, Part X Expenses Chapter, Appendix 28;

509 2026 GRA, Part V Benchmarking Chapter, p. 9;
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Figure BMK- 1 Passenger Vehicle Average Premium Growth (Statistics Canada) 2002
to Present
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Together, these measures support the conclusion that MPI’s rates are not only affordable
for Manitobans but are among the most affordable in Canada.

7.7.2. Crown Benchmarking

Since 2018/19, MPI has used the Crown Corporation Benchmarking exercise to compare
its performance on key financial metrics with Saskatchewan Government Insurance (SGl)
and the Insurance Corporation of British Columbia (ICBC).>1° In the 2025 GRA, MPI filed
results from the 2022/23 exercise. > However, in the 2026 GRA, MPI did not submit an
updated report, citing SGI and ICBC'’s reluctance to continue participating. >12

During the discovery phase of these proceedings, MP| was asked whether it could rely on
publicly available historical data from SGI and ICBC. MPI responded that using historical

510 2026 GRA, Part V Benchmarking Chapter, p. 17;
511 Order 2/25, p. 100;
512 2026 GRA, Part V Benchmarking Chapter, p. 17;
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data would not yield a meaningful current comparison®® —an issue similar to criticisms it
received regarding the use of historical data in its IT benchmarking analysis. MPI further
noted that rapidly evolving environments diminish the relevance of such comparisons for
present-day decision-making.

Additionally, MPI emphasized that its structure, mandate, and operating environment
differ significantly from those of SGI and ICBC, making it difficult to normalize metrics
across organizations.>14

In place of the Crown Benchmarking exercise, MP| has committed to strengthening its
internal performance evaluation processes. It will rely more heavily on budgeting
frameworks and key performance indicators (KPIs). ®1> To support this shift, MPI has
developed quarterly reporting tools designed to monitor performance, assess trends, and
identify the drivers behind successes and challenges. >1¢ The Board also heard from Ryan
Kolaski that MPI subscribes to a service called MSA Research which compiles data from
companies across Canada using information from the Office of the Superintendent of
Financial Institutions or OSFI. It provides external benchmarks, as well as access to claims
datafor SGl and ICBC through Mitchell, to assist identifying how MPl is trending compared
to their jurisdictions.”1”

MPI submits that this internal approach is a suitable and effective replacement for the
Crown Benchmarking exercise.

7.7.3. Customer Service Measures

MPI regularly tracks customer service performance using the Forrester Customer
Experience Index™ (CX Index), which measures both customer quality and loyalty. The CX
Index assigns an overall score ranging from O to 100, with scores categorized as follows:
“excellent” (80-100), “good” (70-79), “okay” (60-69), “poor” (50-59), and “very poor”
(below 50).>18

Importantly, MPI has adopted the CX Index as one of nine key performance indicators
(KPIs) used to monitor progress under the “customer value” focus area of its Multi-Year

513 pyB(MPI) 1-73 a);

514 pyB(MPI) 1-73 a);

5152026 GRA, Part V Benchmarking Chapter, p. 5;
516 CC(MPI) 1-28 b);

517 Transcript, October 20, 2025, p.965, Lines 3-25;
518 2026 GRA, Part V Benchmarking Chapter, p. 11;
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Corporate Strategic Plan.>1? MPI has set a minimum target score of 70 to reflect “good”
customer service, with a stretch goal of 80.°2°

In the 2025 GRA, MPI reported a CX Index™ score of 69 for the 2023/24 fiscal year—just
below the “good” threshold. MPI acknowledged that several areas required improvement,
particularly customer satisfaction with physical damage and injury claims. The score also
reflected the challenges of that year, which included a historic hailstorm and a 10-week
labour strike. Despite the disappointing result, MPI indicated that it had taken steps to
improve customer communication, reduce claims processing times, streamline cycle times,
and enhance the quality of information provided to customers.>2!

In the 2026 GRA, MPI reported a notable improvement in its CX Index score, which rose to
73.2 for the 2024/25 fiscal year. This increase reflects gains across nearly all service areas,
including physical damage and injury claims, as illustrated in the accompanying chart:>22

5192026 GRA, Part XIV Strategic Framework Chapter, Appendix 3;
520 2026 GRA, Part V Benchmarking Chapter, p. 11;

521 Order 2/25, p. 101;

522 2026 GRA, Part V Benchmarking Chapter, p. 12;
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Figure BMK- 2 Customer Experience Tracking: Overall Satisfaction
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During the hearing, Satvir Jatana emphasized the significance of this improvement, noting
that it marked the first increase in MPI’s customer experience score in four years. She
stated that the result returned the organization to the “good” range and was a testament to
the dedication of MPI employees, who worked diligently to clear substantial backlogs
following the 2023 strike.>23

Despite this progress, Satvir Jatana acknowledged that further work remains. She
explained that MPI is building on this momentum by refining its service delivery standards
to enhance overall service levels.>24 One key initiative underway is the development of an
end-to-end adjusting strategy, which aims to reduce customer wait times by analyzing the
entire claims journey and identifying areas for improvement or redesign.??> The Board
heard from Maria Campos that Pillar One of the Multi-Year Corporate Strategy includes
initiatives to improve customer experience. Maria Campos pointed to the training safety

523 Transcript October 14, 2025, p. 148, lines 4-14;
524 Transcript October 14, 2025, p. 148, lines 15-18;
525 Transcript October 15, 2025, p. 285, lines 3-13;
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requirement pertaining to road tests, the end-to-end adjusting initiative and the overlaying
of customer experience data with operational metrics and satisfaction scores to better
understand the overall experience as further examples of the steps MPl is taking to further
improve its CX Index™ scores.>2¢

8. Investments

8.1. New Outsourced Chief Investment Officer for MPI

The MPI investment portfolio, at the corporate level, now contains over $3.7 billion in
assets. The investment fund has over the past decade become increasingly complex with
segregation into five separate portfolios, ongoing asset liability management, risk
assessment and benchmarking for assets classes and performance, and inflation protection.

MPI provided evidence at the hearing that a new external consultant, or Outsourced Chief
Investment Officer (OCIO), has been engaged to assist MPI in managing the investment
fund. Cara Low testified that the OCIO role is non-discretionary, meaning that the OICO
makes recommendations for MPI, but with MPI retaining full control of all investment
decisions. °?/

The non-discretionary OICO model offers scalable access to specialized expertise, stronger
oversight, and improved forecasting, while maintaining internal legacy knowledge and
governance. Responsibilities include advising MPIl on investment strategy, conducting ALM
studies, monitoring managers, and reporting performance. Although no immediate changes
will occur to MPI’s asset mix or decision-making authority, the model may lead to enhanced
reporting, broader industry insights, and potentially improved investment outcomes.>%2

Cara Low also testified that the OCIO will be responsible for conducting the 2026 ALM
study for MPI and will be available to present and testify before the PUB.

8.2. Investment Income

The Basic line of business has three portfolios, Basic Claims, Rate Stabilization Reserve
(RSR) and approximately 70% of Employee Future Benefits (EFB). The primary objective of
the Basic Claims portfolio is to ensure that funds are available to pay claims and to hedge

526 Transcript October 20, 2025, pp. 973-974, lines 1-25, 1-18;
527 Transcript October 15, 2025, pages 420 and 421
528 MPI Exhibit #35, slides 5 — 7
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risks associated with the liabilities. The objective of the RSR portfolio is to ensure that
sufficient levels of capital are maintained for the Basic line of business, sufficient to
withstand plausible adverse events and to deliver rate stability. The objective of the EFB
portfoliois to ensure that monies are available to meet pension obligations as they become
due.

The annual total return ending March 31, 2025 for the Basic Claims portfolio was +8.0%,
which was 0.3% lower than the benchmark. For the RSR portfolio it was 9.4%, above the
benchmark by 0.9%. The EFB portfolio earned 12.8% and outperformed the benchmark by
3.57%.%%7

All three portfolios outperformed their (benchmark returns) over the past 4 years. Basic
Claims was 1.48% (0.51%), RSR was 5.03% (4.90%) and EFB was 6.33% (5.16%). >30

The targeted weights for the asset classes for each of the portfolios that comprise the Basic
line of business did not change from last year and are set out in the figure below.

529 part XIl Investments, Figure INV—1
530 MPI Exhibit #35, Slide 32
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Employee Future
Targeted Weights Basic Claims RSR Benefits

Fixed Income

Provincial Bonds 35.00% 22.0% 0.0%
Corporate Bonds 28.0% 0.0% 16.0%
MUSH Bonds 18.0% 0.0% 0.0%
Real Return Bonds 4.0%

Private Debt 0.0% 23.0% 17.0%
Commercial Mortgages 5.0% 0.0% 0.0%
Total Fixed Income 90.0% 45.0% 33.0%

Public Equities

Canadian Large Cap 0.0% 6.0% 7.0%
Canadian Small Cap 0.0% 6.0% 7.0%
Global Equities 0.0% 8.0% 10.0%
Global Low Volatility 0.0% 8.0% 10.0%
Total Equities 0.0% 28.0% 34.0%

Alternatives

Canadian Real Estate 10.0% 16.0% 10.0%
Infrastructure 0.0% 11.0% 23.0%
Total Alternatives 10.0% 27.0% 33.0%
Overall 100% 100% 100%

Again this year, evidence from the Investments panel was that outperforming the
benchmarks is not the primary objective of the Basic Claims portfolio but rather, having
funds available to pay claims as they become due and mitigating the risks associated with
the liabilities (through dollar duration matching). 231

Having said that, investment income for the Basic line of business showed dramatic
improvement in the past fiscal year ($238.3 million) over the year prior ($91.8 million),
owing to interest earned on bonds and other assets, the effect of falling interest rates on
marketable bonds and strong performances from equities and infrastructure.®®2 Broken

531 Transcript, October 16, 2025, pages 658 and 659
532 |nvestments Chapter, Figure INV — 2
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down by portfolio, the Basic Claims portfolio showed investment income of $160,003
million, the RSR portfolio was $42,821 million and the EFB portfolio was $35,458 million.>33

MPI continues to believe that a naive interest rate forecast is the best estimate of future
interest rates. The forecast for each category of fixed income assets uses the yield on the
Government of Canada (GoC) 10-year bond as the base, to which aspread is added to arrive
at the absolute yield for the fixed income asset.

The naive forecast holds constant the GoC 10-year bond yield as of March 31, 2025 for the
entire five-year forecast, which was 2.97%. This rate forms the basis for all interest rate
forecasts in the 2026 GRA. Additionally, the 90-day T-Bill yield on March 31, 2025 was
2.62%. This yield was used over the forecast period as well.

As it concerns the forecast of investment income (at March 31, 2025), the Basic line of
business shows consistent returns in fiscal years 2025/26 through 2028/29 of $121.6
million, 123.2 million, 129.1 million and 136.5 million respectively.

MPI’s forecast of investment income is sensitive to changes in interest rates. Based on the
September 25, 2025 update, the NMY increased from 4.09% in the original application to
4.38%, an increase of 29 basis points. The Government of Canada's ten-year bond increased
by 41 basis points to a yield of 3.38%, which would mean decreases in MPI’s fixed income
investments and lower forecasted investment income for the Basis line of business.

For the updated forecast of investment income (at August 31, 2025), the Basic line of
business shows returns in fiscal years 2025/26 through 2028/29 of $60.5 million, 126.0
million, 133.6 million and 141.1 million respectively.

There is a significant decrease in forecasted investment income for the Basic line of
business in 2025/26 (from $121.6 million to $60.5 million) due to the increase in long-term
rates (from 2.97% on March 31st to 3.38% on August 31st). Anincrease in rates leads to a
decrease in values of fixed income assets, represented by the realized/unrealized gains for
marketable bonds.

In future years, there is a slight increase in the Basic line of business investment income,
driven by the higher interest rates. The forecast is naive so the negative impact of rate

533 pUB (MPI) 2 - 33
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increases would only be in the current year, in the future years the increase would result in
slightly higher yields for fixed income assets with no impact to the asset values.

MPI also uses a single, naive investment yield known as the NMY. The NMY represents the
weighted average yield of all asset classes held in the Basic Claims investment portfolio. It
is designed to reflect the best estimate of the yield available at the time the average policy
is written.

The NMY used in the 2026/27 rate indication is 4.09% net of investment expenses,
representing the weighted average yield of all asset classes held in the Basic Claims
portfolio backing the liabilities (consistent with PUB Order 2/25).

Investment Type Yield at 3/31/2025(1) Yield at 8/31/2025(2)  Change
Corporate 4.58% 4.97% 43 bps
Provincial 3.66% 4.10% 44 bps
Real Return Bonds 3.40% 3.80% 40 bps
GCAN 10 year 2.97%(3) 3.38%(3) 41 bps
MUSH 3.76% 4.12% 36 bps
Real Estate 6.37% 5.73% -64 bps
Commercial Mortgages 5.09% 5.30% 21 bps
Marketable Bond Yield 4.09%(a) 4.38%(5) 29 bps

1 PUB (MPI) 1-19 Figure 9

2 MPI Exhibit #17, Rate Update Filing, Figure 1
3 MPI Exhibit #17, PUB (MPI) 2-26, part a)

4 Part XIl Investments, Figure INV-14

s MPI Exhibit #17, Figure INV-14

The updated NMY, again net of investment expenses, increased from 4.09% (at March 31,
2025) to 4.38% (at August 31, 2025).

8.3. Asset Liability Management Strategy

MPI has progressively refined its approach to managing interest rate risk associated with
its Basic Claims assets and liabilities. The strategy has evolved significantly since 2014,
transitioning from duration matching to a more sophisticated interest rate hedge ratio
methodology. Below is a summary of the key developments set out in the Investments
Chapter at INV.18:

e 2014: Duration bandwidth narrowed from 2.0 years to 1.0 year to mitigate
forecasting and rate-setting risks.
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e 2015: Completion of an Asset Liability Management (ALM) Study with Aon; fixed
income portfolio duration matched to corporate claims liabilities within £0.25 years.

e 2017: Mercer-led ALM Study recommended separating the commingled investment
portfolio into five distinct portfolios aligned with MPI’s liabilities and surplus.

e 2018: Claims liabilities matched to the duration of the marketable bond portfolio
(excluding MUSH bonds), following a change in the claims discount rate calculation
methodology.

e 2019: Implementation of a dedicated 100% fixed income portfolio for Basic Claims,
replacing the previous mixed-asset approach (70% fixed income / 30% growth assets).

e 2021:Introduction of the “completion portfolio” managed by Addenda Capital to match
the dollar value, first and second moments of Basic Claims assets and liabilities daily.
This “moment matching” strategy aimed to reduce interest rate risk by 40-50% with
minimal yield impact.

e 2023: Reclassification of non-marketable (MUSH) bonds as Fair Value Through Profit
or Loss (FVTPL), integrating them into the moment matching strategy and altering the
liability matching approach.

e 2024: Shift to an interest rate hedge ratio strategy, targeting 100% +£5%. This ratio,
calculated as the dollar duration of fixed income assets divided by the dollar duration of
liabilities, accommodates the inclusion of real estate investments (which have zero
duration) by lengthening the bond portfolio’s duration. The change was formalized in
the Operational Asset Liability Management Policy approved on November 13,
202434

MPI’s evolving strategy reflects a commitment to reducing interest rate risk while
maintaining portfolio yield. The transition to a hedge ratio approach marks a significant
advancement in aligning asset and liability durations, especially considering new asset
classes like real estate.

The effectiveness of the ALM strategy is assessed using tracking error, which remained
within the allowable limit of $21.7 million. As was the case last year, Glenn Bunston testified
that the ALM strategy remains highly effective.”3> For the 12-month period ending March

534 Investments Chapter, INV.18.1
535 MPI Exhibit #35, slide 30 and October 15, 2025 (page 440)
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31, 2025, the actual tracking error was $19.5 million. The target is to keep the net impact
of interest rates under 1.0% of the market value of the Basic Claims portfolio ($2.16 billion),
which equates to approximately $21.7 million.

The CMMG again raised concerns this year about the impact of interest rates on
motorcycle insurance rates, a concern that the PUB shared following the 2020 GRA.>3¢ |n
its evidence, MPI updated the PUB on the asset liability study performed specifically for
motorcycles in August 2022 (findings presented in the 2023 GRA). The recommendation
by Mercer at the time was to not move forward with a separate ALM (investment strategy)
for motorcycles as it would not show results materially different from the efficient frontier
work already done for Basic Long Claims, i.e., the claims liability durations are very similar,
with Basic Long Claims at 10.23 and Motorcycle Claims at 10.10.337

Cara Low testified that the durations for long-term injury benefits are not varied based on
vehicle type (motorcycle or car); the investments are supporting both on the balance sheet.
Glenn Bunston also confirmed that recent changes to the asset mix in the Basic Claims
portfolio (adding 10% real estate) had no impact on the duration of the claims liabilities.>38

Concerning where the current asset mixes fall in relation to the efficient frontier developed
in the 2022 ALM study, it was suggested again this year by the Consumers’ Coalition that
the Basic Claims portfoliois not efficient. Although MPI admits that the approved asset mix
for the Basic Claims portfolio initially included a 34% allocation to real return bonds (later
revised to the current 4% target allocation, for which the target was based on the initial $84
million purchase toward the 34% target), the evidence from Glenn Bunston was that the
Mercer re-engagement in 2024 was to determine how the current asset allocation
compared to the efficient frontiers they developed in the 2022 ALM study. He further
stated that the outcome of that analysis was that Mercer advised that the asset mixes
(developed using December 2021 capital market assumptions) remained very close to the
efficient frontier.>3? Glenn Bunston added that Mercer also advised that the analyzed mixes
continued to be optimal based on March 2022 capital market assumptions, despite
movement in the market from the assumptions made in December 2021. 40

536 Order No. 176/19, page 14 of 142

5372023 GRA, CMMG 1 - 3(b), Attachment A

538 Transcript October 15, 2025, pages 453 and 454
53% Transcript October 15, 2025, page 594

540 Transcript October 15, 2025, page 657
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MR. GLENN BUNSTON: So, the capital markets assumptions changed the
Efficient Frontier, but the asset mixes continued, in their opinion, to be
efficient and relatively close to the revised Efficient Frontier.>*

MPI submits that no changes to the current asset mix are required under the 2022 ALM
study, particularly given that a new study will be underway in 2026.

The new 2026 ALM study is now underway, with a kickoff meeting planned with MPI’s new
OICO in Q3 2025/26 (November 2025). The other key dates as presented by ALM &
Investment Management are set out below:

FISCAL QUARTER MILESTONE

Q3 2025/26 Kickoff Meeting — Timelines to be discussed

Q4 2025/26 Define investment beliefs, objectives, and risk appetite

Q4 2025/26 Investment Committee Approval

Q1 2026/27 Consultant develops efficient frontiers and identifies asset mixes

Q2 2026/27 Technical conference to share results with PUB & intervenors

Q3 2026/27 MPI selects preferred asset mix and presents to Investment Committee

Q4 2026/27 MPI formulates implementation plan and presents to Investment Committee
Q1 2027/28 Investment Policy Statement revisions become effective

In compliance with Board Order No. 29/25 (Directive 26 as varied), MPI proposed in its
testimony that a technical conference could be held where MPI would share with the PUB
and Intervenors the ALM Study for feedback before final approval of a new investment
strategy.

The Board directs that MPI undertake another ALM study to be presented at
the 2028 GRA. MPI will not implement a new investment strategy prior to the
examination of the ALM study by the Board and Interveners.

MPI also confirmed inits evidence that inflation risk will be a key focus of the upcoming ALT
study given the uncertainty surrounding the tariff announcements made by U.S. President
Donald Trump.>42

541 Transcript October 15, 2025, page 658
542 Transcript October 15, 2025, page 427

Manitoba Public Insurance Page 114



October 30, 2025 Clean MPI Exhibit #68
October 30, 2025 MPI Exhibit #67
2026 General Rate Application

Closing Submissions of the MPIC

8.4. Inflation Hedging Strategy

Two years ago, MPI proposed further protection of its investments against inflation by
increasing its allocation to real return bonds in the form of a bond overlay strategy.
However, at the same time the strategy was being presented by Addenda Capital in the
2024 GRA (October 2023), a new Board of Directors was appointed, one that later decided
against the strategy.

In the 2025 GRA, MPI advised that the total inflation hedge within the Basic Claims
portfolio was 14%, namely, real return bonds and real estate. And within the Basic line of
business (Basic Claims, RSR and EFB), with additional allocations to equities and
infrastructure, inflation sensitive assets comprised 29% at March 31, 2024.

Considering MPI’s decision not to increase its allocation to real return bonds, the PUB
issued the following direction to MPI following the 2025 GRA:

"MPI obtain third-party advice on incorporating inflation protection into its
investment portfolio and, where MPI does not accept that advice, report the
decision to the Board in the next available GRA and provide the rationale for
the decision made. %3

MPI had already engaged Mercer to assess MPI’s 2024 investment mix against the efficient
frontier developed in the 2022 ALM study. With respect to inflation hedging, Mercer
indicated as follows in November 2024

"The current 2024 asset allocation appears reasonably efficient, lying just
below the efficient frontier with real return bonds. It would appear that no
immediate action is necessary. A full exploration of other inflation hedging
asset classes is recommended to be undertaken as part of the next full asset-
liability study. %4

The allocation toinflation sensitive assets remained the same for the Basic Claims portfolio
(14%) in the 2026 GRA, while the allocation within the Basic line of business increased to
31.5% as of March 31, 2025.545

543 Review & Vary Order No. 29/28, Directive 11
544 Investments Chapter, Attachment A
545 Investments Chapter, page 29
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As stated, MPI has committed to exploring further inflation hedging for its investments
when its Chief Investment Officer undertakes the next ALM study in 2026.

The inflation forecast, as of March 31, 2025, is that Consumer Price Index will remain close
to the Bank of Canada’s target of 2.0%.°#¢ National inflation has recently ranged between
1.5% and 3% and bottomed out at 1.6% in September 2024. At the provincial level,
Manitoba inflation was lower than national inflation until January 2025 and since March
has declined to 2%.>47

However, MPI still intends to closely monitor the ongoing trade-related uncertainty,
particularly given the Bank of Canada has envisioned a global economic slowdown
accompanied by rising inflation under one of two illustrative scenarios in its April 2025
Monetary Policy Report.”*® In this scenario, Canada experiences a significant recession,
with inflation rising above 3.0% by mid-2026 before gradually returning to the 2.0% target.

MPI says it is important to note the evidence from Glenn Bunston concerning the current
inflation protection in place in advance of any changes following the 2026 ALM study:

MR. STEVE SCARFONE: And so, in your view, sir, notwithstanding the -- the
pending ALM study and the advice from Mercer as Ms. Low just alluded to, is
the Corporation currently sufficiently protected against inflation in your view?

MR. GLENN BUNSTON: Yes, I believe it is. And that's based on the advice that
we received from Mercer, which was that our current asset allocation is
marginally below the efficient frontier.>*°

9. Multi-Year Strategic Plan

9.1. Strategic Planning is Critical to the long-term Success of MPI

The importance of proper planning for MPI cannot be overstated. To that end, MPI
accepted EY’s recommendation to foster organizational stability and role clarification by
clearly defining MPI’s corporate strategy through a multi-year plan, dedicated an entire
chapter of its GRA to this topic and continued its practice of presenting an entire witness

546 Investments Chapter, page 29

547 Transcript, October 15, 2025 at 434

548 Investments Chapter, page 21

549 Transcript, October 15, 2025, page 449
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panel to testify at this hearing on how MPI continues to mature its practices to ensure MPI
is successful now and in the future.

Its multi-year strategic plan provides the clarity, structure, and direction that EY called for
and translates strategy into "clear goals and actionable initiatives that are aligned and
supported by the entire leadership team". For MPI, strategy is not about doing more; it’s
about focusing on the right things for the right reasons.

Since the last GRA, MPI has not only made progress on stabilizing the organization
following a period of intense disruption but has also built upon that progress with its new
multi-year corporate strategic plan, which it began to implement beginning on April 1,
2025. And while MPI is already demonstrating tangible results from its efforts, it cautions
this Board that at this early stage MPI must ensure that it establishes the proper practices
and discipline to truly position the Corporation for success.>>°

9.2. Step One: Stabilize the Organization

Last year, MPI implemented a strategy to stabilize and prepare the organization while it
worked on building its multi-year corporate strategic plan. The Board heard that MPlI's
efforts were largely successful as Satvir Jatana testified that the work conducted through
the stability strategy provided MPI with a strong foundation to launch the multi-year
strategy.>>1

From an employee perspective, Satvir Jatana testified that the foundational aim of the
strategy was to rebuild trust and engagement, which she stated has significantly improved,
as evidenced by the fact that the regrettable turnover rate has fallen from 4.51% to 2.56%
- which supports the fact that employees want to remain part of the team.>>2

From a customer perspective, the Board heard from Satvir Jatana that MPI has, for the first
time in four years, seen an improvement in its Forrester customer experience or CX score,
which is now three points above the MPI target. Satvir Jatana emphasized that this result
is a significant achievement for the Corporation considering that it includes the period
when employees were also clearing out significant backlogs following the 2023 strike.>>3

The evidence before the Board shows that MPI’s financial position improved as measured
by the minimum capital test ratios of its different lines of business as of March 31, 2025,

550 CC(MPI) 2-4 b);

551 Transcript, October 14, 2025, page 260, Lines 3-9;

552 Transcript, October 14, 2025, page 146-147, lines 7-25, 1;
553 Transcript, October 14, 2025, page 148, Lines 4-14;
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either achieving their respective target ratios (i.e., RSR, Extension) or making significant
progress towards achieving them (i.e., SRE).>>4

9.3. Multi-Year Corporate Strategy Focuses MPI on Building on
the Foundation

As it pursued its stabilization strategy, MPI also spent considerable time developing its
multi-year corporate strategic plan, which it introduced for the benefit of the Board and
GRA participants in the 2025 GRA. In the 2026 GRA, the Board heard that the MPI Board
of Directors approved the use of this strategy earlier this year>>> and that the strategy is
now in use.

However, it is important to highlight that the strategy was not created behind closed doors
in a corner office. As noted in the Strategy Chapter of the 2026 GRA, MPI created this
strategy with feedback from employees, customers and stakeholders. And the version
included at Part Ill, CSG Appendix 1 incorporates the feedback received in consultation
with Manitobans through EngageMB, partners through direct email outreach and
employees through internal surveys.”>® Enhancements include the use of plain, accessible
language and refinements to its structure.”>” The Board also heard from Satvir Jatana that
the strategy incorporates recommendations from the 2024 EY Organizational Review.>>8

The Corporate Strategy is comprised of five strategic pillars>>? with 21 programs within
each pillar. This year, the Board heard from each pillar owner, who testified about the
programs within their respective pillars and their importance. The strategy also utilizes
corporate focus areas to connect day-to-day operations.”®® Slide 7 from MPI| Exhibit 34
provides a concise summary of the new strategy, its focus areas, strategic pillars and the
slightly updated corporate vision and mission statements, which is reproduced below for
ease of reference:

554 pUB (MPI) 2-044, Appendix 1;

5552026 GRA, MPI Exhibit 34, Slide 2;

556 2026 GRA, MPI Exhibit 34, Slide 2;

5572026 GRA, Part Ill, Corporate Strategy, pp. 7-8;

558 Transcript, October 15, 2025, page 344, Lines 4-23;
559 pUB(MPI) 1-68 a) and MPI Exhibit 34, Slide 6;

560 2026 GRA, Part Ill, Corporate Strategy, p. 8;
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MPI MultiYear Strategic Plan

Vision
Manitoba’s trusted auto insurer and driver services provider. Dedicated to road safety for all.

Mission
Exceptional coverage and service, affordable rates and safer roads through efficient public auto insurance.

Corporate Focus
o Affordability  Financial Stability ¢ Organizational Effectiveness ® Customer Value e Corporate Res ponsibility

Focus on our Build Engagement Deliver on our Strengthen our Be Ready for
Customers and Pride Promises Financials What's Ahead
CHIEF OPERATIONS CHIEF PEOPLE CHIEF LEGALAND CHIEF FINANCIAL CHIEF CUSTOMER AND
OFFICER OFFICER RISK OFFICER OFFICER PRODUCT OFFICER

11 Making Customer 21 CreatingaWorkplace 31 Using Better Datato 41 Improving Financial 5.1 Designing a Service Model
Experience with Us Culture that Supports Make Smarter Decisions Planning to Build Trust for the Future
Faster and More Reliable our Team 3.2 Keepingour Services 42 Strengthening our 5.2 Adapting Products
12 Gathering Better and 22 Listening toour Employees Affordable and Sustainable Lines of Business and Services toa
Faster Customer Feedback to Improve Service 33 EnsuringStrongGovernance | 43 Building Financial Changing World
1.3 Making Transactions 2.3 Building aMore Inclusive for Every Project Expertise Across 53 Protecting our
Easier and More Efficient and Accessible Organization 34 Honouringour Social our Teams Technology and Systems
2.4 Honouring our Commitment Contract with Manitobans 4.4 Driving Efficiency 54 Pacing Technology
toTruthand Reconciliation 35 Connecting the Dots Through Continuous Upgrades to Meet
2.5 Building the Workforce with Key Performance Improvement Expectations
of the Future Indicators

During the hearing, the Board heard why MPI chose this particular system with Maria
Campos testifying that that the strategy and pillars are intentionally cross-functional to
avoid building a strategy using a siloed approach, stating:

"So , when you think about a - a larger strategy, like MPI’s, multi-strategic
plan, its not about hiving off and separating divisional work and functional work,
it’s about ensuring that those cross-functional teams are working together in
order to be able to impact the change we require, and -- and pay special

attention to our corporate focus areas. %!

Another intentional feature of the strategy is its key focus on affordability. And while Pillar
3includes a program that involves defining what affordability means, balancing it with long
term financial stability and ensuring that pricing and planning are effectively completed
using accurate data,%? efforts to ensure that MPI products and services remain affordable
for Manitobans is not limited to a single program or initiative. Satvir Jatana testified that
elements of affordability fall within each pillar, stating:

“...We can’t deliver on our affordability without knowledgeable and the
corporate intelligence. We can’t deliver on affordability without financial
strength of the organization. We can’t deliver on affordability if we’re not
constantly in — in need or pursue of understanding customers’ needs today, but
also tomorrow. And we definitely cannot deliver on the affordability if we don’t

561 Transcript, October 14, 2025, p. 406-407, Lines 1-25, 1-9;
562 2026 GRA, Part Ill, Corporate Strategy, Appendix 1, p. 25;
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have the proper efficiencies within the organization. So, affordability I would
say is embedded into all of the pillars. %3

9.4. Integrations with other Corporate Planning Ensure
Consistency

The Multi-Year Corporate Strategic Plan does not operate in isolation. This year, the PUB
heard about how MPI incorporated the corporate focus areas and anticipated initiatives
from the plan into the budget for 2026/27 and how for 2025/26, employee objective-
setting is connected to individual work to organizational objectives.>%*

Specifically, for budgeting purposes, the evidence is that each department must now explain
the connection between their proposed budget and the Multi-Year Corporate Strategy
before executives who are also tasked with assessing the criticality of the need and any
trade-offs required.”®” In response to an Information Request, MPI states:

“..the five Focus areas (affordability, financial stability, organizational
effectiveness, customer value, and corporate responsibility) we're explicitly
referenced and reinforced in each divisional budget presentation during the
annual business planning process. Alignment between divisional plans and
these strategic focus areas was a central theme during the development of
Operating Expense and FTE targets. Divisions were instructed to fit new
strategic efforts within existing budgets or to reprioritize and sunset lower-
value work to create space for initiatives that directly support the Strategic
Plan. This reflects a growing maturity in MPI's approach to corporate planning.
The 2026/27 fiscal year marks the first time divisions were asked to anchor
their resource plans to clearly defined corporate focus areas and a multi-year
strategic plan, improving enterprise-wide alignment, prioritization, and
focus. %6

In addition, now being embedded into the budgeting and employee performance cycles, the
PUB further heard that the Corporate Strategy is connected to the newly introduced 5-Year
Rolling IT Roadmap, through Program 5.3, which is dedicated to protecting technology and
systems. And the PUB received evidence that the roadmap is influenced by and supports
the strategic plan and reflects MPI’'s commitment to pacing delivery of initiatives designed
to protect MPI systems with capacity and prioritized to address high-impact systems.>¢”

563 Transcript, October 15, 2025, page 363-364, Lines 17-25, 1-3;

564 2026 GRA, Part Ill, Corporate Strategy, p. 4 (see also: PUB(MPI) 1-43 h) for key oversight processes);
565 CC(MPI) 1-26 b) ii);

566 CC(MPI) 1-25 j);

5672026 GRA, Part Ill, Corporate Strategy, p. 9;
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9.5. Governance Ensures MPI Focuses on the Right Work

A strategic planis only as effective as the delivery structure that supports it. In this hearing,
the Board heard how MPI has and continues to mature the governance structures needed
to produce the right results - in this case, the interwoven structures reviewed were:

1. Integrated Corporate Portfolio
2. Strategy to Execution Pipeline
3. Corporate Planning & Governance Committee

9.5.1. The Integrated Corporate Portfolio

The Board received evidence that the Integrated Corporate Portfolio or ICP is a living
repository for all planned initiatives that MPI believes are feasible and are aligned with
current priorities.”® It provides a single source of truth for all initiatives and operational
priorities to enable trade-off decisions to be made and prevent overextension.”¢? And the
ability to identify and manage capacity issues is important as the evidence is that staff who
allocate time to projects dedicate about 90% of their time to sustain MPI’s core day-to-day
operations.>”0

The governance model maintains a real-time view of the portfolio and fosters
accountability by requiring action at each of the key states of the lifecycle of the
initiative.>”1

As Satvir Jatana put it, the ICP is how MPI brings all its work together into one view, which
allows for better decision making and clarity - eliminating noise to keep MPI focused and
to allow its team to see what has and has not been endorsed.>”2

The PUB received evidence that the success of the ICP will be determined through key
performance indicators that measure the ability of MPI to:

e deliver onits budgeted initiatives,

e deliver initiatives that directly support programs under the Corporate Strategy,
e alignits capacity with organizational capacity; and

e limit the number of new initiatives added after planning.>’2

568 CC(MPI) 1-24 f);

563 MPI Exhibit 34, Slide 9;

570 2026 GRA, Part Ill, Corporate Strategy, p. 21;

571 CC(MPI) 1-2 b);

572 Transcript, October 14, 2025, pp. 258-259, Lines 23-25, 1-20;
573 PUB(MPI) 1-69 a);
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9.5.2. The Strategy to Execution Pipeline

What flows into the Integrated Corporate Portfolio is determined by the decisions made
through the Strategy to Execution or S2E Pipeline,>’4 a process MPIl introduced last year to
funnel, categorize, segment and prioritize and monitor work to completion.

The PUB heard this year that MPI has spent time evolving the S2E process, strengthening
how work moves through the Corporation - from idea to delivery. Specifically, the Board
heard how MPI has refined and simplified the S2E process using a three gate model for the
main phases: ideation, solution option development and business case approval. >/ Taking
a continuous improvement mindset for internal processes like the Strategy to Execution
Pipeline reinforces a culture of embracing progress, not perfection.>”¢

9.5.3. The Corporate Planning & Governance Committee

The Board heard that the new Corporate Planning & Governance Committee or CPG works
within the Strategy to Execution Pipeline to ensure that the initiatives within the Integrated
Corporate Portfolio are those that MPI should be focused on. They are the gatekeepers of
the ICP, are tasked with ensuring that the initiatives taken align with the strategic direction
of the Organization and are responsible for making trade-off decisions when priorities
compete.”’’

As Satvir Jatana explained, the CPG makes determinations about the initiatives the
organization takes at two instances, one annually when the entire executive team gathers
to plan for the upcoming year and the next when new ideas are considered within the year.
In both instances, the work of the CPG is to determine early on whether the initiative is
worth taking on or should be delayed. When new ideas are considered during the fiscal year,
the CPG Committee acts as a critically important discipline function to remain focused on
the pre-planned initiatives.>’8

The Board also heard from Maria Campos that the important work of the CPG is to make

trade-off decisions to stay within organizational capacity.>”?

9.6. Reporting Creates Accountability

The PUB received evidence that the ability of the Multi-Year Corporate Strategic Plan to
produce tangible benefits will be determined with regard to the eight key performance

574 CC(MPI) 1-24 f);

575 Transcript, October 14, 2025, page 256, Lines 1-15, MPI Exhibit 34, Slide 7;

576 Transcript, October 14, 2025, page 152, Lines 15-20;

577 Transcript, October 14, 2025, page 257-258, Lines 21-25, 1-22, MPI Exhibit 34, Slide 8;
578 Transcript, October 15, 2025, page 286-288, Lines 25, 1-25, 1-20;

579 Transcript, October 15, 2025, p. 408, Lines 3-23;
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indicators or KPls, which were confirmed in July 2025 - and for which MPI continues to
confirm baselines and targets.”8% MP| states that appropriate data and time are required to
conduct a meaningful analysis, establish processes and data flows and to create actionable
quarterly reporting.>8!

Aside from these KPIs, the PUB received evidence that, as they move through the Strategy
to Execution Pipeline, each initiative is expected to define what good looks like, how it
connects with the Multi-Year Corporate Strategy (and more generally impacts rate
affordability and risk mitigation) and include how its success will be measured post-
implementation. And, in the future, the PUB heard that the annual budgeting process will
consider initiative outcomes to inform performance adjustments. 282

In the meantime, the PUB heard that MPI has established its first quarterly progress report
to its Board of Directors, a copy of which can be found at MPI Exhibit 15. In addition to its
Board of Directors, MPI has also committed to providing this Board with progress reporting
against the Multi-Year Corporate Strategic Plan and the status of the associated corporate
initiatives annually with its GRA filing.>83

9.7. 2025/26 Initiatives Build the Right Foundation

With the Multi-Year Corporate Strategy now active, the Board heard from the Corporate
Strategy panel on the initiative work ongoing this year within each pillar.

For ease of reference, Slide 12 of MPI Exhibit 34, the Corporate Strategy Presentation, is
reproduced below to identify the work MPI is engaged in this year, its connection to the
strategic pillars (which supports that the strategy is not simply a collection of initiatives)
and its importance to Manitobans. And the PUB heard that this work is tied to addressing
core risks, technology gaps and areas that will make the biggest difference to stability,
performance and value.>84

580 CC (MPI) 1-28 a) and CC (MPI) 2-4 a) for more information about the purpose, definition and source data for
each;

581 CC(MPI) 2-4 b);

582 pyUB(MPI) 1-68 b);

583 MPI Exhibit 28, Pre-Ask CC 8 b), p. 2;

584 MPI Exhibit 34, Slide 14;
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Year 1 Implementation: 202826 Plan

What We're Trying to Accomplish Why it Matters to Manitobans

= Refine clear service standards = Builds a stronger foundation for consistent,
» Reduce hand-offs with clearer roles efficient service and sets the stage for easier,
» Make the website easier to use faster customer interactions.

Focus on our
Customers

Build = Define and grow workplace culture « Creates alignment, trust, and inclusion early so
Engagement & = Act on employee feedback employees are engaged and ready to deliver
Pride = Advance inclusion and reconciliation meaningful change.

« Build consistent, reliable data and a single source
of truth = Strengthens reliability and accountability so

« Link the strategic plan to budgeting and annual Manitobans can trust MPI to make sound, timely
planning decisions.

« Define clear ownership by line of business

» Stabilize SRE with remediation efforts

Strengthen our : CD::;'EZS::W Road Safety Strategy withstrong « Improves financial health and strengthens systems

Financials R oL KiLE EovE T mEntto Setabli shustaiable to deliver safer roads, and sustainable service.

DVA funding

Deliver on our
Promises

« Winnipeg facility and service delivery plan
Be Ready for « Deliver key IT upgrades and strengthen

J Bluildg long-term Staf?ilitly throu; r:jgm_arlt_erd
: anning, secure technology, and discipline
What'’s Ahead cybersecurity gxecutign_ g % ‘

« Simplify the Strategy-to-Execution process

The Board heard that some key programs started under the stability strategy in 2024/25
were carried forward as critical components of the new strategy. In other words, MPI did
not start over but instead decided to build on the momentum from the past year. And the
Board heard from Satvir Jatana that this continuity ensures that MPI maintains the correct
balance between stability and stagnation.>®>

However, MPI did not proceed with all the work it originally planned. The evidence is that,
in advance of 2025/26, MPI assessed all planned and carry-forward initiatives and
determined that trade-offs would be needed to narrow focus. In determining what
initiatives with which to move forward in 2025/26 (and their priority), MPI considered a
number of factors including required sequencing of initiatives due to related dependencies,
organizational capacity, ability of the organization to absorb change, preserving the
functionality of core systems, whether the initiative improved customer, employee or
partner experience and whether the initiative was needed to secure information that MPI
is required to safeguard. MPI prioritized in-flight initiatives but otherwise adopted a zero-
based prioritization approach.”®® The result was the deferral or cancellation of
approximately 45 initiatives,”®” demonstrating the commitment of the organization to
focus on what matters most.

585 Transcript, October 14, 2025, page 260, Lines 14-18;
586 2026 GRA, Part Ill, Corporate Strategy, pp. 10-12;
587 MPI(CC) 1-24, Question f) and Appendix 4;
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In terms of the 30 corporate initiatives selected for 2025/26, the Corporate Strategy panel
testified that MPI is making good progress against the vast majority, with 18 on track>88 and
three already complete (those being Trusted Tow, Specialty Plate - Ride for Dad and System
Updates for Third Party Liability Extension Product Changes).’8? In other words, MPI is
already delivering tangible results.

9.8. Future Initiative Planning Refines Process Further

The Board heard that work is already underway to refine plans for the delivery of initiatives
in the next fiscal year (2026/27) and will soon be identifying the initiatives for 2027/28,
which will then be incorporated into budget planning for that year, ensuring that the
Corporation’s spend is informed by and aligned with strategy.>?° As Satvir Jatana testified,
this approach means that MPI is executing this year’s initiatives, refining those for delivery
in the next year while planning for the year after. The multi-year lens and process required
significant planning effort by MPI but has been made easier by anchoring a focused and
practical strategic plan emphasizing the importance of staying true to MPI’s original
mandate of serving Manitobans. The multi-year horizon also ensures alignment with its
budget and avoids the need to develop the same budget up to three times - which was the
existing practice.”?!

9.9. MPI Continues to Adopt EY Organizational Review
Recommendations

In addition to hearing about the progress on its corporate strategy, the PUB received
evidence on how MPI has completed work on responding to the recommendations from the
2024 EY Organizational Review Report that was presented to the PUB in the 2025 GRA.>72
This Board further heard from Satvir Jatana that MPIl also acted on these recommendations
by restructuring the organization to reduce management layers and by realigning work to
create clarity, accountability and collaboration.>?2 In fact, this Board received evidence and
heard that through its efforts, MPI eliminated 11 management positions, re-titled eight to
Lead, re-titled six to Supervisor and moved 4 to the category of Technical/Professional.>?*

588 2026 GRA, MPI Exhibit 34, Slide 13;

589 MPI Exhibit 28, Pre-Ask CC 8 b), pp. 2-3;

5902026 GRA, MPI Exhibit 34, Slide 11;

91 Transcript, October 14, 2025, page 261-262, Lines 7-25, 1-4;

592 CC(MPI) 1-5, Appendix 1;

593 Transcript, October 14, 2025, p. 149, Lines 2-12;

594 CC(MPI) 2-13 e) and Transcript, October 20, 2025, p. 1026, Lines 11-25;
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These changes ensure that true managers have proper spans of control or responsibility for
a sufficiently complex function within the organization.>?>

10. Presenters

The PUB heard two public presentations in the 2026 GRA. The Manitoba Motor Dealers
Association (MMDA) and the Automotive Trades Association (ATA) both provided
presenters who were sworn in and available for cross-examination. The MMDA and ATA
raised concerns regarding the apparent gap growing between repair costs and rates paid by
MPI for insurance claims. Citing the increased complexity of repairs, increases in costs and
minimum wage, and other factors such as tariff uncertainty, the MMDA and ATA expressed
that Manitoba's vehicle repair industry was at risk.

While the veracity of the sources used by the presenters was not evaluated, MPI
acknowledges that the last 5 years have had significant impact on a wide range of business
operations in Manitoba, including automotive repair shops. The PUB was informed that the
number of accredited repair shops in Manitoba has decreased from 237 to 223 since 2022,
contrasting the 4% population growth of Manitoba over the last five years with the 6%
decline in accredited repair shops over the past three years.>?¢

MMDA and ATA did not specifically propose a mechanism for MPI to adopt for updating
material costs, however, did indicate they were prepared to have discussions with MPI to
determine an appropriate mechanism.>?” While MPI did not provide evidence in relation to
the public presentations, it has a relationship with both groups and has worked over the
years to address concerns.

Though it was not supported by data in evidence, the ATA anecdotally offered that a rate
increase of 4.5 percent instead of 2 percent would 'close the gap), if applied to collision
claims.>?® CFO Ryan Kolaski testified that a 4 percent rate increase would ‘effectively
double the rate ask’ and require an additional approximate $20 million.”?* MPI is prepared
to continue to engage with the MMDA and ATA in an effort to address concerns raised,

59 Transcript, October 20, 2025, pp. 1027-1029;

5% Transcript, October 14, 2025, page 222, lines 14-21;
597 Transcript, October 14, 2025, page 227, lines 5-11;
5% Transcript, October 14, 2025, page 230, lines 14-22;
599 Transcript, October 20, 2025, page 250, lines 16-21;
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however, MP| must balance the need for an affordable rate request with the 'need' to
increase compensation provided to repair shops.

It is noted that both MMDA and ATA had applied to be intervenors in the 2026 GRA with
proposed budgets totaling over $250,000. MPI believes the new rules governing public
presentations was a much more efficient means of having these groups - and future such
groups - provide their perspective in a time and cost-effective manner.

Last year’s GRA included a public presentation on traumatic brain injuries, resulting in a
PUB recommendation made in Order 2/25 for an independent external expert to be
appointed to prepare a report setting out scientific knowledge, best practices and
technologies to diagnose, assess and manage traumatic brain injuries. In response to
guestions on the topic, MPI confirmed that the RFP process was more complex than initially
thought and required additional time.®%° Further stating that there may in fact be a need
for 2 experts - one expert in the medical care field in terms of diagnosing and proper care
and another expert in the field of the appropriate insurance benefits.¢01

MPI remains committed to acting on the PUB’s recommendation and as indicated in MPI’s
response to part b of CC (MPI) 1-89, will be providing the RFP when it is finalized and
available.

11. Conclusion

In its 2026 GRA, MPI seeks approval for a +2.07% overall rate increase for Basic Autopac
coverage, grounded in Accepted Actuarial Practice and supported by comprehensive claims
and expense forecasts. The application emphasizes affordability, financial sustainability,
and transparency, while proposing key product changes including expansion of CLEAR rate
groups and adjustments to the Driver Safety Rating scale. MPI also requests the discharge
of the Regulatory Deferral Account (RDA), deferral of $31 million ininitiative expenses, and
confirmation that no rate update based on August data will be required in future GRAs.

MPI rebuts claims of inaction by highlighting tangible results: improved customer
experience scores, reduced staff turnover, enhanced IT maturity, and strategic program
delivery. It also outlines its Multi-Year Corporate Strategy, governance reforms, and
initiative prioritization framework, showing a disciplined approach to modernization to

600 Transcript, October 15, 2025, page 302, lines 19-23;
801 Transcript, October 15, 2025, pages 302-303, lines 24-25, 1-4.
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maintain rate affordability and stability. With a healthy Rate Stabilization Reserve and a
commitment to affordability, MPI submits that its application reflects responsible financial
stewardship and seeks PUB approval of all its requested relief.

ALL OF WHICH IS RESPECTFULLY SUBMITTED
THIS 30™ DAY OF OCTOBER, 2026.
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