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Management Discussion and Analysis

al yI 3SYSy i Qa aRalysispuridasiazeyiewlofttie financial results and future outlook of

Manitoba Public Insurance. It should be read in conjunction with the unaudited condensed interim financial
statements andsupporting notes for the third quarter ended Novemi8; 2014 included hereirthe 2013

FyydzZ f FdzZRAGSR FAYFYOALFE adlraSYSyda FyR &adzlll2 NI Ay 3
2013 Annual ReportCertain information in this report may consist of forwdodking statements. These

statements are bged on various techniques and assumptions including predictions about future events which
may not occur. Actual results could deviate significantly from the ford@olling statements.

Goal 1
Universally available mandatory protection against $8.069 Why? One reason forour creation was to deliver the best
the cost of automobile accidents. Rates, on average, $7.221 insurance value to Manitobans. This is the essence of our

$3,986
will be lower than those charged by private insurance

companies for comparable coverage and service.

continuing success.

Among the lowest vehicle rates in Canada
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Goal 2

The Basic plan will return at least 85 per cent of premium
revenue to Manitobans in the form of claims benefits.

Why? Over the long-term, returns within this range
strike the right balance. We pay back to Manitobans
substantially more of their premiums than would private
insurers, while keeping a sound financial footing.

Past results for the 12 months ending

Premium returned for each dollar earned

Per cent of every
premium dollar

103% 110% 103% 104% M4% 110% 116% M4%
Q4-12/13 Q1-13/14 Q2-13/14 Q3-13/14 Q4:13/14 Q1-14/15 Q2-14/15 Q3-14/15
Goal 3 Corporate Performance Index

Manitoba Public Insurance will be a leader in automobile
insurance and vehicle and driver licensing, providing
Manitobans with superior products, coverage and service.

Why? By measuring key performance indicators, we can
track the public’s view of our performance.

Past Results

3.6 3.6 35 37
Q41213 Q1-13/14 Q2.13/14 Q3-13/14

3.6 35 3.4 3.5
Q41314 Q1-14/15 Q214/15 Q3-14/15
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Goal 4

Manitoba Public Insurance
will provide service that

is responsive, fair, courteous
and convenient. Manitoba
Public Insurance will

meet customer service
standards that are based

on customer expectations.

Past Results (in per cent)

95% 95%
Q4.12/13 Q1-13/14

Overall, How Often We Meet/Exceed Standards
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Customer service standards 1 0

95% 95% 94% 95%
Q2-13/14 Q3-13/14 Q4-13/14 Q1-14/15

Customer satisfaction in major operational areas

Why? Wevalue our
customers and put

their interests first.
Also, Manitobans expect
more from us than

from private insurers,
because Manitoba
Public Insurance is their
company. We believe
their higher expectations
are justified.

95% 96%
Q2-1/15 Q3-14/15

Physical Damage Claims

Overall satisfaction
with claim

Past Results
(in per cent)

S
—
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Past Results
(in per cent)

Bodily Injury Claims

Overall satisfaction
with claim

90% 84% 86% 86% 81% 81%
Q4-12/13 Q1-13/14 Q2-13/14 Q3:13/14 Q1-13/14 Q3-13/14
87% 85% 84% 83% 83% 81%
Q4-13/14 Q1-14/15 Q2-14/15 Q3-14/15 Q1-14/15 Q3-14/15

Driver and Vehicle Licensing

Overall satisfaction
with service

Past Results
(in per cent)

Past Results
(in per cent)

Insurance Operations Policyholder Transactions

Overall satisfaction
with service

93% 94% 92% 91% 92% 93% 90% 89%
Q4-12/13 Q1-13/14 Q2-13/14 Q3-13/14 Q4-12/13 Q1+13/14 Q241314 Q3-13/14
89% 90% 93% 92% 87% 89% 92% 89%
Q4-13/14 Q1-14/15 Q2-14/15 Q3-14/15 Q4-13/14 Q1-14/15 Q2-14/15 Q3-14/15
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GCoal 5

Retained earnings and Rate
Stabilization Reserve will be
maintained within established
target levels.

Past Results

149.8M
Q4-12/13

172.0M
Q2.13/14

172.0M

Q3.13/14

127.6M
Q1.13/14

Basic Rate Stabilization Reserve

Why? Ourlong-term
objective is to break
even financially and

to be financially self-
sufficient. Maintaining
the RSR within its
target range helps us
control rates when claim
costs rise substantially.
Manitobans deserve
stable, affordable
premiums over the

long term.
99.9M 100.2 108.5 117.3
Q4.13/14 Q1-14/15 Q2-14/15 Q3.14/15

Extension Retained Earnings

100

SRE Retained Earnings

42 50

7275 i 125 40 | 60
A\ 4 30 \\;(){__T / 70
50 < 150 S
197.7M 20 60.6M ~—%0
25 — - 175 0= T
:::tms (0] -~ Target: $72M ~ 200 ::ZE":S (0] Target: $42M
132.4M 141.9M 152.4M 159.7M 57.1M 56.5M 60.6M 62.8M
Q4-:12/13 Q1-1314 Q2-13/14 Q3-13/14 Q4-12/13 Q1-13/14 Q2-13/14 Q3:13/14
169.1M 179.5M 188.9M 197.7 51.5M 55.0M 60.7M 60.6M
Q4-1314 Q1-14/15 Q2-14/15 Q3-.14/15 Q4.13/14 Q1-14/15 Q2-14/15 Q3-14/15
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Goal 6 Level of Employee Satisfaction

Manitoba Public Insurance will offer an environment and
career opportunities that will encourage employees to strive
for excellence. Our people will be treated with respect and
fairness and their contributions will be recognized.

Why? We value our employees.

Past Results

76 74
Q4 -07/08 Q4 -09/10 Q1:-11/12

Goal 7 Public Support for Road Safety

Manitoba Public Insurance will lead driver and vehicle
safety initiatives that reduce risk and protect Manitobans,
their streets and their neighbourhoods. Manitobans will
recognize the Corporation is living its mission.

Why? Pursuing traffic safety and loss-prevention programs
reflects our long standing commitment to the well-being of
Manitobans and to affordable auto insurance. Manitobans
have told us they support these efforts.

Past Results (in per cent)

90% 90% 88% 87%
Q4+10/M Q4T1/12 Q4+12/13 Q4-13/14
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Results ofOperations

Manitoba Public Insuranaeported netincomeof $55.1million for thenine months endedNovember 30
2014 comparedto net income of $4.5million forthe same period last year. Thigludes neincomeof
$17.4million (208 ¢ net profit of $35.2million) fromthe Basic insurance line of businel&t income
decreased from the previous year b9.8 million dueto:

i) adeclinein investment income of #3.2million mainly due ta $6.4million decrease in gains on the
sale of equitiesa $6.2million decrease in real estatgpooled funds a $2.4 million decrease in gains on
foreign exchange and $0.4 milliamcrease innvestment management feesffset by a64.8 million
unrealized gain on Fair Value Through Profit or Loss bon@).&rillion gain on sale of Fair Value
Through Profit or Loss bonds$2.2 million increase in interest income, a $ 1.4 million increase in
dividend incomend a $3 million net gain on infrastructureand

i) a$3.8 millionrisein underwriting income primarily attributed to $37.7 million increase in earned
revenues, offset by $30.0 million increasen claims costs and a3® million increase in totaéxpenses

At the end of the fiscal ye@012/13, the Manitoba Public Insurance adopted the IAS 19 amendment policy
whereby actuarial gains and losses on the measurement of employee future beseli® recognizeih

other comprehensive income in the year in which they occurred. The Corporationeadi?ys 19R on

March 1, 2013 on a retrospective basis. The adoption of IAS 19R resulted in a restatement in the comparative
figures. The results for prior quarters in thasgerim financial statemerds have been restated to reflect

this change.

CurrentYear and Last Year

Total earned revenues for thene months ircreased from the previous year b@&7 million. This increase is
LINAYINRE&@ TOGOGNROdzOSR (2 |y SYOINIS bri8Sa anyncréadeindeti &  LING
vehicle earned revenues o28.4million or 44%,an increase irfecialRisk Etension premiums earned of
$1.9millionor 4.5%and an increase in service fees @f4million or12.0% The increase ipremiumsearned

revenues is prirarily due to thecontinuedgrowth in the number of vehicles on the road in Manitoba, &mal

value of these vehicles and movement of drivers down the Drivers Safety Rating scale reshitibdrin

premiums.

Claimdancurredfor the nine months endedNovember 302014 increased by $0.1 million compared to last
yearprimarilydueto an increase of 36.0million or20.3% inbodily injury, offset bya decrease of $.9million
or 1.5% inphysical damagelaims incurred

Total expenses increased b§.8million compared to last year due primarily to an increase o8 #illion or
3.4% in commission expensel.1million or 49% in premium taxeand $1.2 million or 1.4% in operating
expenses, offset by a decrease of $0.2 arilbbr5.6% inRegulatory / Appeaxpenses
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Retained Earnings

Retained earnings of3¥5.6million (November 302013- $429.8million) are comprised of 7.3 million for
Basic insuranceNpvember 302013- $204.2million) and £58.3million for nonBasic linesNovember 30
2013- $225.6 million). Basic insurance retained earnings are comprisetti@Rate Stabilization Reseroé
$117.3million. The norBasic lines retained earnings are allocated trapital reserve of $114.0 million and
$144.3million to retaned earnings.

Outlook

The Corporation remains committed to achieving its seven Corporate gbetisal results will be monitored,
and corrective actions taken when necessary, to ensure that expected outcomes are rdaljziedlly the last
guarter ofthe fiscal year, December to Febryarlosses as a result of high claims activity will erode the
positive results in the first 3 quarters.

On Decembeb, 2014, PUBeleased its rulingOrder 135/142 y G KS / 2NLIR2 N} A2y Q& NI GS
2015/16 fiscal year. Effective March 1, 2015, overall average Basic insurance rates will increase by 3.4 per cent
from the previous yearThis is only the second rate increase in a decade, a period during thbirehhave

been five rate decreases.

The Corporatiororiginally requested a 1.0 per ceRate Stabilization Reserfi@SRrebuilding fee During the
PUB hearings in November, on certain conditions being thetCorporation agreed to transfer a portiof
excess retained earnings from its optional Extensioa of business to the Basic program to rebuild
inadequate capital levels. The Corporation will determine the amount of the transfer after assessing the
adequacy of Basic capital levels as of Felyr@&, 2015.

Thisrecentorder reflects the positive dialogue between tl®rporationandthe PUB to achieve rate stability
and predictability.

Overall:
1 More than half of the policy holders will see a rate increase of $20 or less, or a prefewease
1 The average vehicle premium will be $949
1 Motorcycle rates will decreaseZper cent or $6 per vehicle, the average motorcycle rate will
decrease to $92

Manitoba Public Insurance is committed to keeping rates stable over the long tarthe past theRSR and
corporate efficiencies have helped to avoid passing the full 13.5 per cent increase in claims costs on to vehicle
owners.Rebuilding the RSR and ongoing efficiencies will continue to keep rates stabldututbe







