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September 24,2025 2026 GENERAL RATE APPLICATION
Intervener Evidence MPI (CC) Information Requests

MPI (CC) 1

Part and Oliver Wyman Actuarial | Page No.: | 3-4
Chapter: Evidence

PUB Approved

Issue No:

Topic: Section 2 - Executive Summary

Sub Topic: Section 2.3 - Findings and Conclusions

Preamble to IR (If Any):

Oliver Wyman (OW) states that they believe MPI has misrepresented the required rate

indication.

OW further states that the MPI required rate is 6.63% before MPI actions, 8.26% fif
considering base and DSR changes and 5.28% if considering base, DSR changes and

Deductible change.
OW further states:
“...the required base rate change for MPI is +2.07%...[t]his represents the

amount MPI would need to increase base premiums by to achieve rate adequacy.

However, this is not the rate increase that is being passed to the consumer.”

Question:

a) Please clarify how OW believes MPI has misrepresented the required rate

indication, with reference to specific examples, where appropriate.

b) Given OW's concerns that the +2.07% required base rate change requested by
MPI does not reflect the increase that is passed on to the consumer and
recognizing the fact that this figure represents the aggregate of all required

rate changes and that each consumer will experience an actual rate change
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Intervener Evidence MPI (CC) Information Requests

c)

that is likely to be different, would OW agree that there is no clear and concise
way to identify the precise changes in rates consumers will experience? If OW

disagrees, please explain why.

What steps does OW recommend MPI take in future General Rate Applications
to avoid making similar misrepresentations with respect to the required rate

indication while providing?

Rationale for Question:

To understand the basis for the opinion expressed.

RESPONSE:

a) The indicated rate level change is an actuary’s best estimate of the required

change in premium to achieve rate adequacy. The indication does not dictate
nor prescribe the actions a company should take to achieve rate level

adequacy.

We believe the required rate should be compared to a baseline scenario
representing the trended on-level premium using the approved rate program as
of the proposed effective date. The rate indication should not fluctuate based
on proposed changes not yet approved and the resulting decision by the Board.
Therefore, we do not believe the required rate should be compared to the
trended on-level premium including proposed changes in the current GRA as
those changes have not been approved and would alter the calculated

indication.

According to Figure RI App 3-1, the November 1, 2024 average premium
trended to April 1, 2027 is $997.44,1 in comparison to the discounted required

premium of $1,063.59.2 That is, the November 1, 2024 average premium

1 948.66 * (1 + 5.1%), taken from line 12 and 13 of Figure RI App 3-1.
2 Line 11 of “Without Product Change” Column.
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b)

trended to April 1, 2027 must increase by 6.63%3 in order to be equal to the

required premium to attain rate adequacy.

Using our method, if the Board were to approve the +2.07% rate change
requested by PUB but reject all other proposed changes in the 2026 GRA, the
rate indication would suggest MPI would be rate deficient by 4.56%.% However
under MPI's methodology, it would imply MPI is rate adequate in the view of

the pubilic.

The +2.07% in our view does not represent the aggregate of all rate changes
but rather represents the residual rate change required after consideration of
all other proposed changes in the 2026 GRA. This is generally referredto as the

“base rate change.”

We agree that the actual rate change will be different for every customer. Due
to aging effects, changing rate groups and other factors, the actual rate change
for an individual customer will be different even if MPI had an overall rate

change of 0.0%.

Our point was not regarding the presentation of rate changes to specific
individuals as those would be summarized and captured in the dislocation
charts, but rather that the requested rate change should reflect the change
between the current rate program and the proposed rate program inclusive of

all proposed changes.

If the 2026 GRA is approved as-is, the projected average premium including
the requested +2.07% would be $1,033.86.> Compared to the November 1,
2024 average premium trended to April 1, 2027 of $997.44 calculated in a),
the overall rate change is +3.65%,% which MPI could have presented as the

product of (i) -1.50% for DSR changes (ii) +3.10% for rate group changes and

3 $1,063.59 / $997.44 - 1.

46.63% - 2.07%.

5 Figure RI App 3-1, Column “With Product Change”, line 16 * (1+ line 17)
61,033.86 /997.44 - 1
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Intervener Evidence MPI (CC) Information Requests

c)

(iii)+2.07% for base rate change.” In addition to the proposed rate changes,
the deductible change lowers the expected loss cost and therefore indication by
2.98 percentage points which is not captured in the +3.65%. Further
discussion on the rate change and rate indication impacts of proposed rate

actions is provided in c).

We recommend indicated rates be calculated and compared against the
baseline scenario of trended on-level premiums using the approved rate
program as of the proposed effective date.

We also recommend a summary table to identify all proposed changes and
their rate impact on the overall premium. For product changes (i.e., deductible,
limit etc.), we suggest presenting the estimated impact of those changes on
the rate indication.

This has the benefit of (i) having a static indication, (ii) transparency in
showing how each proposed change contributes to the required rate level need
and (iii) clearly shows the additional premium increase required on the base
rate if a specific proposed change is not approved.

We provide a sample table for illustrative purposes and do not suggest or imply
this is the only method consistent with our suggestion.

(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.

7(1-1.50%) * (1 + 3.10%) * (1 + 2.07%) - 1 = 3.65%
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Using the above table, it is clear how the proposed changes are used to close the gap
to the indication. Additionally, it makes it possible to ensure the true rate level need is

being met by checking that the columns balance in the totals (row F, (2) + (3) = (4)).

RATIONALE FOR REFUSAL TO FULLY ANSWER THE QUESTION:
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MPI (CC) 2

Part and Oliver Wyman Actuarial | Page No.: | 8-9, 17
Chapter: Evidence

PUB Approved

Issue No:

Topic: Section 4 - Claims Forecasting

Sub Topic: Section 4.1 - Accident Year Weights

Preamble to IR (If Any):

Oliver Wyman (OW) states:

e "MPI applies 20% weight to each of the last five accident years for each

coverage.”

e "As described in Section 4.4, we find alternative weights for accident benefits

other (indexed) to be more reasonable.”

e "In addition, we observed that the adjusted estimates for accident years 2020/2 1
and 2021/22 are outliers and subject to additional uncertainty, as these periods
were significantly affected by the COVID-19 pandemic. Therefore, we find that
accident year weights of 12.5%, 12.5%, 25%, 25% and 25% for accident years
2020/21 through 2024/25 to be more reasonable than the equal weights applied
by MPI.”

Question:
a) Is OW'’s position in the 2026 General Rate Application (GRA) that accident year
weights selected by MPI for Accident Benefits — Other (Indexed) coverage are

unreasonable or is it that the weights selected are reasonable, but less so than

the alternatives proposed by OW?
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b)

c)

d)

e)

f)

9)

In the 2024 GRA, in respect of the Accident Benefits — Other (Indexed)
coverage, what alternative weights, if any, did OW recommend be assigned in
accident years 2021 and 20227

In the 2024 GRA, did the Public Utilities Board accept any the
recommendations of OW respecting the alternative weights it proposed be

assigned in accident years 2021 and 20227

In the 2025 GRA, in respect of the Accident Benefits — Other (Indexed)
coverage, what alternative weights, if any, did OW recommend be assigned in
accident years 2021 and 20227

How does OW reconcile the position it took in the 2025 GRA (that there was no
material issues with MPI's selected accident year weights), with its position in
the 2026 GRA (that MPI's selected accident year weights are not as reasonable

as the alternatives it presents)?

Why does OW believe that Accident Benefits — Other (Indexed) was
significantly impacted by the COVID-19 pandemic when the coverages are not

impacted?

What evidence does OW present in the 2026 GRA to support its
recommendations respecting the selection of accident year weights for Accident
Benefits — Other (Indexed) that it did not present in the 2024 GRA or 2025
GRA?

Rationale for Question:

To better understand the position advanced by OW in this GRA that accident year
weights of 12.5%, 12.5%, 25%, 25% and 25% for accident years 2020/21 through
2024/25 to be more reasonable than the equal weights applied by MPI.
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RESPONSE:

a) When evaluating the accident benefit — other (indexed) ultimate adjusted loss
cost for accident year 2020 and 2021, we observe a large delta between the
ultimate and adjusted ultimate loss costs compared to accident years 2022 to
2024. Recognizing that the 2020 and 2021 accident years were the most
affected by the pandemic, and the magnitude of the adjustment, and the
differences to the estimates for 2022 through 2024 (and 2018 and 2019), we
consider it unreasonable to conclude that the adjusted loss costs for those
years have the same level of predictive ability as the other years in the years in
the indication.

Figure 1: Accident Benefits - Other (Indexed) MPI Loss Cost Projection, 2026
GRA
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The other coverages we have reviewed did not exhibit this behaviour or did not

exhibit it to the same extent to cause concern, so we view the weights used in

other coverages as reasonable.

b) In the 2024 GRA, Oliver Wyman recommended the use of alternate weights

with respect to accident benefits — other (indexed). The alternate weights were
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c)

d)

25% for accident years 2018, 2019 and 2022, 2% for accident year 2020 and
23% for accident year 2021.

Our evidence on the 2024 GRA was that the MPI weighting approach was not
reasonable and we provided our rationale for that conclusion. It's our view that
the Public Utilities Board did not accept nor reject any Oliver Wyman accident
year weighting recommendations. The Board did find applying equal accident
year weights for the most recent 5 years, which differed from MPIs weighting in

the 2024 GRA, to be sufficient.

Oliver Wyman did not propose alternative accident year weights in the 2025
GRA.

In the 2025 GRA, the adjusted loss costs appeared to be more reasonable with
the five recent accident years, scattered around the selected loss cost level.
(see Figure 2). This suggested that equal accident year weights were

reasonable and did not require an alternative adjustment.

In the 2026 GRA, the ultimate adjusted loss cost for accident year 2020 and
2021 have increased significantly compared to the prior estimates in the 2025
GRA. The 2026 GRA ultimate adjusted loss costs exhibit a pattern with accident
year 2020 and 2021 significantly above the selected loss cost level and the
three most recent accident years of 2022 to 2024 significantly below the
selected loss cost level. This implies there may be compounding effects of
adjustments made to accident years 2020 and 2021, so we view it as prudent
to consider alternative weights to avoid unintentionally overstating the

expected loss cost.
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f)

9)

Manitoba Pubiic Insurance

Figure 2: Accident Benefits - Other (Indexed) MPI Loss Cost Projection, 2025
GRA
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We do not know whether accident benefits — other (indexed) was significantly
impacted by COVID-19 compared to other coverages or if there are
compounding effects in the ultimate adjusted loss costs. However, given the
result is unexpected, unexplained, and does not follow all the other coverages,
it would be more prudent to consider this an anomaly and reduce the impact of
these estimates rather than accept them as reasonable by giving them equal

weight.

We interpret the guidance PUB Order No. 145/23 as applying to 2024 GRA and
not necessarily to later GRAs. More specifically, in the evidence we presented
related to the 2024 GRA, we discussed the need to consider unique
circumstances, such as the effect of the COVID-19 pandemic, in selecting

accident year weights.

The difference in opinion is not due to inconsistency but rather the re-
evaluation of assumptions given additional time (and data). In the 2024 GRA
(Figure 3) and 2025 GRA (Figure 2), the ultimate adjusted loss cost estimates
in accident years 2020 and 2021, while subject to additional uncertainty, did
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not exhibit the same behaviour as in the 2026 GRA for us to reasonably infer

they were outliers.

Figure 3: Accident Benefits - Other (Indexed) MPI Loss Cost Projection, 2024
GRA
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RATIONALE FOR REFUSAL TO FULLY ANSWER THE QUESTION:
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September 24,2025 2026 GENERAL RATE APPLICATION
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MPI (CC) 3

Part and Oliver Wyman Page No.: | 9-10

Chapter: Actuarial Evidence

PUB Approved

Issue No:

Topic: Section 4 - Claims Forecasting

Sub Topic: Section 4.2. - Work from Home Adjustment/Simplified

Mobility Parameter

Preamble to IR (If Any):

Oliver Wyman (OW) states:

e "We do not find MPI’s new simplified parameter using values 4, 3, 2, and 1

to be reasonable.”

e "We recommend the continued use of their previous methodology, which
includes an explanatory variable based on verifiable third-party data

collected.”

MPI states at page 23 of the Claims Forecasting Chapter which cites
https://www150.statcan.gc.ca/nl/en/daily-quotidien/240826/dgq240826a-eng.pdf:

“"In an article published August 26, 2024, by Statistics Canada “More Canadians
commuting in 2024”3, Statistics Canada stated that,

By May 2024, the era of shorter commuting times had come to an end,
as the average commute time to work for regular commuters was 26.4
minutes, on par with the previous high of 26.3 minutes reached in May
2016. Average commuting times rose for workers who took a car, truck
or van (+0.5 minutes to 24.6 minutes) but were little changed for public
transit (43.1 minutes) or active transportation (14.6 minutes)

commuters.
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The share of commuters with a long commute of 60 minutes or more
increased for the third year in a row in May 2024, following a notable drop
during the pandemic. In May 2024, 9.2% of all commuters had a long
commute, up from 8.7% in May 2023 and 8.1% in May 2022. The share
of commuters with a long commute in May 2024 was comparable to May

2016 levels, before the pandemic.”

Question:

a) What mobility assumption does OW use for accident year 2024?

b) Upon what evidence does OW rely to support any change in the pattern of

mobility for accident year 20247

c) In light of its advice to revert to previous methodology, how does OW respond
to the above noted statements from Statistics Canada regarding commuting in
2024?

Rationale for Question:

To understand the basis for the recommendations of OW respecting the use of a

simplified mobility factor.
RESPONSE:
a) We assume mobility returns to pre-pandemic levels for accident year 2024.
b) In May 2023, the World Health Organization (WHO) determined that COVID-19
no longer constituted a public health emergency. Prior to that, Google had

stopped collecting mobility data to update their Community Mobility Reports.

Additionally, our review of our frequency trend models indicated that 2024 was

likely at or near the levels consistent with pre-pandemic frequency and trend.
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Given the position taken by WHO and Google, we find it likely that the effects

of COVID-19 were no longer a factor in accident year 2024.

c) As stated above, we assume mobility returns to pre-pandemic levels in 2024 so

we find this to be consistent with the quote from Statistics Canada.

While we find the use of the previous mobility methodology to be reasonable
compared to the proposed simplified mobility parameter, we have not
suggested that mobility should continue to be depressed in 2024 compared to
pre-pandemic levels. Rather, the focus of our recommendation to use the
previous methodology is to include an explanatory variable based on verifiable

third-party data, rather than arbitrary metrics.

RATIONALE FOR REFUSAL TO FULLY ANSWER THE QUESTION:
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MPI (CC) 4

Part and Oliver Wyman Page No.: | 13, 24, 26, 36, 42,
Chapter: Actuarial Evidence 48, 55

PUB Approved

Issue No:

Topic: Section 4 - Claims Forecasting

Sub Topic: Time Period Selections

Section 4.3 - Accident Benefits Weekly Indemnity Claims
Section 4.6 - Bodily Injury Claims

Section 4.7 - Collision Claims

Section 4.10 - Comprehensive Hail Claims

Section 4.12 - Comprehensive Vandalism Claims

Section 4.14 - Property Damage (Third Party Loss of Use)
Claims

Section 4.16 - Property Damage (Other) Claims

Preamble to IR (If Any):

Oliver Wyman (OW) states:

e Regarding Accident Benefits - Weekly Indemnity and Collision Claims - "Itis our
view that, absent compelling reasons, MPI should fit frequency and severity

models to the same time periods.”

e Regarding the Bodily Injury Claims coverage - "While we do not agree with MPI’s
selections and assumptions, given the materiality of the bodily injury coverage

in the overall rate, we do not discuss this further.”

e Regarding Comprehensive Hail Claims - "MPI has not provided sufficient

”

justification for the differences in time period for frequency and severity models.

e Regarding Comprehensive Vandalism Claims - "MPI has not provided sufficient

”

justification for the differences in time period for frequency and severity models.
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Regarding Property Damage (Third Party Loss of Use) Claims - "We note that
MPI’s frequency model considers observations from 2021 through 2024; whereas
the severity model considers 2017 through 2024. In Figure 33. We provide an

alternate model for severity from 2012 to 2024.”

Regarding Property Damage (Other) Claims - "We note that MPI’s frequency
model considers observations from 2012/13 through 2024/25; whereas the
severity model considers 2011/12 through 2024/25. Our alternative models fit
to accident years 2012/13 through 2024/25 for frequency and severity.”

At page 58 of Order 2/25, the Public Utilities Board (PUB) found: “for Accident
Benefits Weekly Indemnity, Accident Benefits Other (indexed) and Property
Damage Third Party Loss of Use, the use of different trend periods in the selection

of the frequency and severity trends is reasonable in the circumstances”

Question:

a)

b)

d)

Given that the PUB found in the 2025 General Rate Application that it was
reasonable for MPI to use different trend periods in the selection of frequency
and severity trends, upon what new evidence does OW rely on to conclude that

MPI's selection of different frequency and severity trends is not reasonable?

What is OW'’s definition of “materiality”?

What would the result be, including the impact on the overall required rate if the
same period (2011-2024) were fitted into the frequency and severity models for

Bodily Injury Claims?

Is it the position of OW that it is not reasonable for MPI to use a severity model
for Property Damage (Third Party Loss of Use) that considers 2017 through 2024

is not reasonable?
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e) Why do the alternative models proposed by OW for Property Damage (Other)
Claims not fit to accident years 2011/12 through 2024/25? In other words, why

do these models exclude accident year 2011/12?

f) What would the result be, including the impact on the overall required rate, ff
the alternative models proposed by OW for Property Damage (Other) Claims
were fit to accident years 2011/12 through 2024/25?

Rationale for Question:

To better understand the position advanced by OW in this GRA that, absent compelling

reasons, MPI should fit frequency and severity models to the same time periods.

RESPONSE:

a) We view the findings in PUB Order 2/25 as applying to the 2025 GRA and do
not interpret it as a precedent setting decision for all future GRAs and trends.
We believe each trend should be evaluated independently to assess the

reasonability of assumptions and selections.

We also note in PUB Order 2/25, the direct quote does not state or imply this

to be a decision that carries over to all future GRAs or trends.

for Accident Benefits Weekly Indemnity, Accident Benefits Other
(indexed) and Property Damage Third Party Loss of Use, the use of
different trend periods in the selection of the frequency and severity

trends is reasonable in the circumstances;

b) We align our definition of materiality with the Canadian Institute of Actuaries
(CIA) Standards of Practice.8

8 https://www.cia-ica.ca/app/themes/wicket/custom/dl_file.php?p=55094&fid=55095
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c)

d)

e)

“"Material” has its ordinary meaning, but is judged from the point of view
of a user, having regard for the purpose of the work. Thus, an omission,
understatement, or overstatement is material if the actuary expects it to
affect either the user’s decision-making or the user’s reasonable
expectations. When the user does not specify a standard of materiality,

judgment falls to the actuary.

Fitting the loss trends for bodily injury from accident year 2011 to 2024 would

result in an increase to the required rate indication of 0.08 percentage points.

Alternatively, aligning the severity trend time period to frequency using
accident year 2012 to 2024 would result in an increase to the required rate

indication of 0.02 percentage points.

We find it unreasonable to select a severity trend starting in accident year
2017, a low point in the data, when the data from accident years 2012 to 2017

have been fairly stable and in our view did not warrant exclusion.

However, we view it to be an unreasonable selection of immaterial

consequence so did not provide alternate indication impacts.

The severity trend exhibited a good fit for the data showing a high adjusted R-
squared of 0.993 when starting from accident year 2011 or 2012 through to
2024. In comparison, the frequency adjusted R-squared decreased from 0.858
to 0.850 when starting from accident year 2011. In addition, we note a more
consistent pattern in the data when starting with 2012, and also consider that
the point we suggest excluding is the most remote in time to the proposed

coverage period.

In the interest of aligning the time periods between frequency and severity, we
view starting from accident year 2011 or 2012 as reasonable and selected the

model producing the higher adjusted R-squared.
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f) Selecting trends fit to accident years 2011 to 2024 results in an increase to the

required rate indication by 0.09 percentage points.

RATIONALE FOR REFUSAL TO FULLY ANSWER THE QUESTION:
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MPI (CC) 5

Part and Oliver Wyman Page No.: | 14, 21, 37, 49, 52
Chapter: Actuarial Evidence

PUB Approved

Issue No:

Topic: Section 4 - Claims Forecasting

Sub Topic: Variable Selections

Section 4.3 - Accident Benefits Weekly Indemnity

Section 4.4 - Accident Benefits Other (Non Indexed)
Section 4.10 - Comprehensive Hail

Section 4.14 - Property Damage (Third Party Loss of Use)

Section 4.15 - Property Damage (Third Party Deductible
Transfer)

Preamble to IR (If Any):

MPI notes that Several models presented by Oliver Wyman (OW) include variables with
p-values above conventional thresholds for statistical significance (e.g., p > 0.05). For

example:

e In the Accident Benefits - Weekly Indemnity frequency model, the trend

coefficient has a p-value of 0.28 (Figure 5).
e In the Accident Benefits — Other (Non Indexed) loss cost model, the trend
coefficient has a p-value of 0.605 and the mobility coefficient has a p-value of

0.158 (Figure 11).

e In the Comprehensive - Hail frequency model, the trend coefficient has a p-value
of 0.281 (Figure 23).

e In the Comprehensive - Hail severity model, the trend coefficient has a p-value
of 0.173 (Figure 23).
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In the Property Damage - Third Party Loss of Use severity model, the trend

coefficient has a p-value of 0.212 (Figure 33).

In the Property Damage - Third Party Deductible Transfer severity model, the
trend coefficient has a p-value of 0.103 (Figure 36).

Question:

a)

b)

c)

What rationale does OW provide for including variables with p-values above

conventional thresholds for statistical significance in its final alternative models?

Did OW consider alternative models that include more statistically robust

parameters?

i If not, why not?

ii. If so, please provide the alternative models consider and explain why OW

excluded them.

In addition to any alternative models considered in response to question 2 above,
did OW consider any other alternative models (whether or not they include more
statistically robust parameters) in making their findings and arriving at their

conclusions.
i If not, why not?
ii. If so, please provide a comprehensive list of each model considered in

their report that includes the fit statistics for each and the reasons why

OW rejected each of the alternative models considered.

Rationale for Question:

To test the reasonableness of the OW proposed alternative assumptions.
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RESPONSE:

a) In modeling, the null hypothesis is that there is no signal attributable to the
parameter, in the case of the noted models, the parameter in question would
have a null hypothesis of the trend being +0.0%. The p-value represents the
probability of the observed data occurring if the null hypothesis is true. A p-
value of 0.05 suggests there is only a 5% likelihood of the observed data
occurring if the null hypothesis were true. p-values greater than 0.05 would

therefore suggest there is insufficient evidence to reject the null hypothesis.

Therefore, as the trend approaches +0.0%, it is common to see higher p-
values since the modeled trend (alternative hypothesis) is within the
confidence interval of the null hypothesis. In cases where the trend approaches
+0.0%, reliance solely on p-value may be inappropriate and other statistical
measures should be considered as well such as the adjusted R-squared to
indicate how well the model fits to the data, confidence intervals of the trend
parameter, root mean squared error or visual inspection. These are examples
of alternative measures to evaluate the model and are not intended to be an

exhaustive list.

For the alternate models in question we note:

e Accident benefits — weekly indemnity frequency model trend is close
to 0.0%

e Accident benefits - other (non-indexed), the loss cost model (bottom
panel) shows the result of the direct loss cost model which we did
not use. We use the implied frequency and severity loss cost shown
in Figure 11 of our report (top and middle panels) which have

statistically significant p-values
e The comprehensive - hail frequency model shows a drop in 2020 and

2021 which we attribute to COVID-19 and the work from home

arrangements resulting in fewer cars on the road subject to hail
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exposure. The mobility parameter is significant, and the model has a
moderate adjusted R-squared. Visual inspection, while subject to
some variation of individual opinions, shows a reasonable fit for the
data. Given those considerations, we did not believe the trend

parameter p-value was sufficient evidence to reject the model.

e Comprehensive - hail severity model shows a relatively stable trend
with some fluctuation prior to 2020. We also note the trend change
parameter is significant, the indicated trend is reasonably close to
0%, the adjusted R-squared of the model is high and visual
inspection, while subject to some variation of individual opinions,
showed a reasonable fit. We believed the benefit of taking a longer-

term average outweighed the insignificant p-value.

e Property damage - third party loss of use severity model trend is

close to 0.0%

e Property damage - third part deductible transfer severity model

trend is close to 0.0%

We suggest MPI take a practical approach towards model assessment and

consider the reasonability and explainability of each model independently.

b) We assessed various models during our review. However, we do not catalog all
models and are unable to provide details on each model that we reviewed but

did not propose as alternatives.

While the results are often aligned between the objective of having a model

with the best fit possible and having a model that tries to reasonably explain
the data, we prioritize assessing models for their ability to explain and model
known impacts over selecting models purely based on statistical measures of

p-value.
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c) As a response to this IR, we present selected alternative models in the

attached file MPI CC 1-5c.xIsx. Due to the number of models, we will go over

our general philosophy when evaluating models rather than discussing each
model separately. As noted in our response to b), we do not catalog all models

considered in our review,

We employ a holistic approach when evaluating trend models. We consider
both implied and direct loss cost models and in addition to data-based view of
statistical measures. We also consider the explainability of parameters in
reflecting known events or phenomenon (e.g., legislative changes, regulatory
changes, socioeconomic events, environmental factors etc.) In the absence of
compelling evidence, we choose to exclude parameters which may be
significant and provide a good fit but do not align with any known events. The
goal of our loss trends is not to obtain a perfect fit through the use of various
parameters (scalars, multi-period scalars, trend changes, mobility, excess
inflation etc.), but model the impacts through various parameters to arrive at a
model that adequately explains the historical data. While often aligned, it is a
key distinction that may result in a model that is statistically better being
rejected in favour of a model that may not be as good of a fit but has better
explainability and interpretability or less complexity with minor tradeoffs in how

well the model is fit to data.

RATIONALE FOR REFUSAL TO FULLY ANSWER THE QUESTION:
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MPI (CC) 6

Part and Oliver Wyman Page No.: | 60-61
Chapter: Actuarial Evidence

PUB Approved

Issue No:

Topic: Section 5 - Merit Rating (DSR)

Sub Topic: Ordered Categorical Variable Approach

Preamble to IR (If Any):

Oliver Wyman (OW) states:

o "As stated in prior GRAs, we do not believe that it is appropriate to consider DSR

level to be a continuous numeric variable as MPI does in calculating relativities.”

e "We view DSR level as an ordered categorical carriable without the restrictions

noted. We appreciate that this view would require MPI to use the indicated rather

than the fitted relativities or apply manual smoothing.”

e "We continue to recommend MPI adopt a categorical variable approach.”

Question:

a) Would OW agree that:

i adopting a categorical variable approach does not guarantee a monotonic

relationship in the resulting discounts?

ii. smoothing is particularly important for DSR levels with low volumes?
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iil. the adoption of its recommended approach could lead to unreasonable
outcomes (e.g., a DSR level of +10 receiving a lower discount than a DSR

level of +9)?

b) If OW would not agree with any of the above statements, why does OW not

agree?

Rationale for Question:

To better understand the rationale for the recommendation that MPI adopt a categorical

variable approach.

RESPONSE:

a) (i) We agree that a categorical variable does not guarantee a monotonic
relationship in the modeled relativities. (ii) We also agree that smoothing and
credibility considerations are necessary when modeling variables with low

volumes in some levels. We do not agree with (iii).

b) We agree that the adoption of categorical variables could lead to unreasonable
indicated results. However, as noted our suggested approach allows for manual
smoothing with could be used to address unreasonable indicated responses.
We do not believe it is reasonable to use models where DSR is viewed as a

numerical variable for smoothing.

RATIONALE FOR REFUSAL TO FULLY ANSWER THE QUESTION:
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MPI (CC) 7
Part and Oliver Wyman Page No.: | 5, 62
Chapter: Actuarial Evidence
PUB Approved
Issue No:
Topic: Section 7 - Vehicle Rate Groups
Sub Topic: Revenue Neutrality

Preamble to IR (If Any):

Oliver Wyman (OW) states:

e "MPI proposes to off-balance the change for vehicle rate group movement

but does not off-balance the change for the increased vehicle rate group cap.”

e "We find the treatment of off balancing not to be reasonable and recommend
MPI off-balance for revenue neutrality including the consideration of the
additional rate groups 42-45. As presented in Section 4.19, the proposed

changes represent an overall rate increase of 3.19%.”
At Table 5, OW provides a summary of its proposed alternative assumptions.
Question:

a) Is it the position of OW that it is unreasonable not to include in the overall rate
an off-balance for any increase in vehicle rate group cap above +1 in order to
achieve revenue neutrality?

b) Given that OW identifies the impact of off-balancing vehicle rate group cap
increases for revenue neutrality to be +3.19% and identifies in Table 5 that the

impact of its change in actuarial assumptions is +0.81 p.p. above the MPI

required rate indication, would OW agree that its recommendations, if accepted,
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would result in an overall rate indication of +6.07% (i.e., 2.07% + 0.81% +
3.19%)? If not, why not?

Rationale for Question:

To better understand the nature and impact of the recommendation of OW respecting

the off balancing of vehicle rate group cap increases for revenue neutrality.

RESPONSE:

a)

b)

It is our understanding that the proposed rate group movement cap increase
from +1 to +5 was included in the off balance. We believe it would be more
appropriate to off balance for all movements or no movements, rather than a
partial off balance. We prefer the off balance be calculated based on all
movements. We oppose the partial off balance on the grounds of fairness for
the consumer. The burden of the rate group changes is carried entirely by rate
group 42 - 45. We don't have an actuarial view on the reasonableness of
partial off balance; however, we believe it is important all changes affecting

revenue be transparent.

As discussed in MPI (CC) 1, our view is that the overall rate indication is a
measure of the required rate change needed to achieve rate adequacy. While
MPI is correct in their calculation of the implied overall rate indication of
+6.07%, the +6.07% remains the indication regardless of MPI's decision to off

balance.

If MPI proposed changes to rate groups resulting in an additional +6.07% of
premium, it would be incorrect to declare the overall rate indication is 0.0%. In
such a scenario, the rate indication would be +6.07% and MPI would be
proposing to achieve rate adequacy by collecting the entire 6.07% through rate
group changes without increasing base rates. Alternatively, if MPI were to not
off balance the rate group changes, the rate indication would still be +6.07%,
but MPI would be proposing to achieve rate adequacy by increasing base rates
by +6.07%.
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RATIONALE FOR REFUSAL TO FULLY ANSWER THE QUESTION:
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