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1. Synopsis and Overall Summary

SGl requests that the Saskatchewan Rate Review Panel (SRRP) recommend an overall 0% rate change for
Saskatchewan Auto Fund rates, effective Jan. 21, 2022 including:

= an overall 1.7% rate increase, with rate rebalancing for all vehicles; and,

= a 1.6% decrease to the Capital Margin for all vehicles.

The Saskatchewan Auto Fund, administered by SGiI, provides basic, universal auto insurance coverage to Saskatchewan
residents. It operates on a self-sustaining basis and neither receives money from, nor pays dividends to, the Government
of Saskatchewan.

The Auto Fund provides services to ensure that drivers and vehicles are properly licensed, and also invests in traffic safety
activities to reduce the human, social and economic costs of vehicle collisions.

Why the Auto Fund requires a rate change

The Auto Fund aims to receive enough premium revenue to cover all claim obligations and operating expenses for the
proposed rating year (Jan. 21, 2022 to Jan. 20, 2023). The primary factors impacting the proposed rate change are
improving injury claim experience, offset by increasing damage claim costs and recent increases to administrative and
other expenses. The net result is a need for a 1.7% increase to the overall premium collected to match the expected
claims and expenses in the rating year. However, the added adjustment to decrease the Capital Margin results in a
net 0% change overall.

The injury frequency and severity loss trends selected for the current rate program are lower than those used in the
2014 rate program, reflecting the improving injury loss experience of the past few years. Due to a mix of both decreasing
frequency of injury claims and decreasing severity, the projected future average injury trend is now -2.4%, compared

to 3.3% in the 2014 rate program.

Increasing damage claim costs have offset the reduced injury costs. Rising repair costs due to increased complexity
of technology, procedures and materials used in newer vehicles have mitigated what would have otherwise been a
rate decrease.

Fairness in rating

SGil is committed to fairness in vehicle rating. Rate rebalancing takes into account collision frequency and severity,
including damage, injury and liability costs, for each class of vehicle.

Although SGl's proposal is for a net increase of 1.7% excluding the capital margin, that percentage simply represents
the change in revenue that SGI requires overall. Each customer’s rate change depends on the type of vehicle they own,
the actual risk each vehicle represents of being involved in a claim, and the actual costs of paying that claim. Some
customers will see rate decreases, some customers will see rate increases and some will not see any change to their
rates. Overall, the net result of all the increases and decreases excluding the capital margin will be a 1.7% increase

for SGI. To reduce rate shock for customers, increases and decreases will be capped at a reasonable level.




Adequate capital

In addition to collecting sufficient premium to cover anticipated claim costs, the Auto Fund needs to maintain an
appropriate level of capital in the Rate Stabilization Reserve (RSR). The RSR is like a savings account to cover
emergencies. It ensures customers are protected in the event of higher-than-expected claim costs or lower-than-
expected investment income in any one year. Analysis indicates that a capital margin of 0.6%, applied to all vehicles,
will help to release capital to move the RSR toward the target level over the next five years. This is a 1.6% decrease
from the capital margin reflected in current rates.

The difference between the rate change and the capital amount

For the rating-year period (Jan. 21, 2022 to Jan. 20, 2023) the total amount of premium collected is expected to fall short
of projected claim costs and other expenses so a 1.7% rate increase is required and is not intended to modify the balance
of the RSR. Because of rate rebalancing, the increase is not applied to every vehicle rate equally across the board.

The capital margin is needed to maintain the balance in the RSR. The RSR acts as a cushion to protect customers in
case of unexpected events. SGI uses a common industry measure called the Minimum Capital Test (MCT) to measure
the level of capital in the RSR. SGI's target for the RSR is to have a 12-month rolling average MCT of 140%. As of
March 31, 2020, the 12-month rolling average was 145% and it is expected to be 154% by March 31, 2021. SGlI

is seeking to decrease the current capital margin from 2.23% to 0.6% so that the projected RSR moves toward the
target 140% MCT. See section 2.1.3 for more details.

Customer impact
If SGI receives approval for the increase with rebalancing as well as reduction in the capital amount, it would mean:

= rate increases for about 48% of Saskatchewan vehicles with an average annual increase of $96:;
* rate decreases for about 52% of Saskatchewan vehicles with an average annual reduction of $102; and,

= no rate change for the remaining vehicles.

Reducing rate shock

While rebalancing is important to ensure fairness, all rate changes will be capped to reduce rate shock. The same
capping structure used in the 2014 rate program will again be applied but will be based on a 15% cap. If the annual
premium is less than or equal to $1,000, a dollar cap will be used. If the annual premium is more than $1,000,

a percentage cap is applied. The table below outlines the ranges and caps that are proposed in this rate program:

Current Annual Rate Maximum Cap Maximum Monthly Cap
$1 - 50 $25 $3
$51 - 100 $50 $5
$101 - 250 $75 $7
$251 - 500 $100 $9
$501 - 750 $125 $11
$751 - 1,000 $150 $13
$1,001 or greater 15% 15%




Proposed average rate change for each vehicle class:

Proposed Proposed

CLEAR - Rated Vehicles Rate Change Trailers Rate Change

LV — Private Passenger Vehicles (PPV) -1.0% F — Trailers 13.4%

A — Commercial Light Trucks 17.1% LT — Trailer Dealers/Movers -0.5%

F — Farm Light Truck — 1994-2003 -19.2% T — Personal Trailers 27.5%

F — Farm Light Truck — 2004 & Newer 2.3% T — Utility -10.0%

LV — PPV - Farm Cars, SUVs and Vans 5.3% TS — Commercial Trailers -0.2%

LV — Police Cars -12.2%

LV — Police Trucks, Vans and SUVs 20.5% Proposed

LV — U-Drives 3.9% Miscellaneous Classes Rate Change

PT - Taxis (Rural) -0.7% A = Excess Value 0.0%

C&D - Non-Resident -2.6%

Conventionally Rated Vehicles R:t?%%saige C&D — Excess Value 0.0%

Ambulances 13.2% Industrial Tracked Vehicles -1.4%

A — Commercial Vehicles: LV — Motorized Bicycle -1.6%
Heavy Trucks and Vans IRP 5.4% PV — Converted Vehicles -3.0%
Heavy Trucks and Vans IRP $15K 7.0% PV - Heavy Trucks and Vans -8.6%
Ded. PV — Power Units -6.1%
Heavy Trucks and Vans Non-IRP 8.5% TS - Excess Value 0.0%
Power Units IRP 13.1%

Power Units IRP $15K Ded. 13.1% Proposed
Power Units Non-IRP 71% Permits Rate Change

C & D - Commercial Vehicles: 24-Hour 120.0%
Heavy Trucks and Vans -8.0% 8-Day 104.2%
Power Units -9.7% In-transit 76.5%

F — Farm Vehicles: TIC 145.5%
Heavy Trucks and Vans -2.0%

Light Trucks - 1993 & Older -15.9% Proposed
Power Units 10.3% Total Rate Change

Hearses 4.3% All Vehicles Including Trailers 0.0%

L — Dealer Plates 4.1% All Vehicles Excluding Trailers & Misc. -0.3%

L — Snowmobile Dealers -1.6%

LV - Antiques 9.4%

LV — Buses 1.1%

LV — Buses (Restricted) 10.3%

LV — Motorcycles 10.1%

LV — Motorhomes 19.9%

MT — Snowmobiles -8.9%

PB — Passenger Inter-City Buses 9.3%

PC — Passenger City Buses 3.0%

PS — Passenger School Buses 11.4%

PT — Taxis

13.1%




2. Background

2.1 Auto Fund overview

The Saskatchewan Auto Fund provides basic, universal insurance coverage to Saskatchewan residents. It operates on
a self-sustaining basis with the goal of maintaining an adequate balance in the Rate Stabilization Reserve (RSR) to pay
future claims and to protect customers against rate shock for years in which claim costs are higher than average. The
Auto Fund neither receives money from, nor pays dividends to, the Government of Saskatchewan.

The Auto Fund also provides services to ensure that drivers and vehicles are properly licensed. These services include
licensing for around 800,000 drivers, registration services for more than one million vehicles, driver examinations, driver
and vehicle safety fitness programs, and safety and audit programs for carriers who transport goods or passengers.
These services are provided through nearly 375 independent motor licence issuer offices throughout Saskatchewan.
The Auto Fund also invests in traffic safety initiatives to reduce the human, social and economic costs of vehicle collisions.

The coverage provided by the Auto Fund is legislated in The Automobile Accident Insurance Act (AAIA), and can be
divided into three components:

= Personal injury coverage provides Saskatchewan residents with benefits if they are injured or killed in an automobile
collision. All Saskatchewan residents have a choice between No Fault Coverage and Tort Coverage. Motorcycle
owners also have a third option of Reduced No Fault Coverage (see section 5.4 for details).

* Third-party liability coverage provides vehicle owners with up to $200,000 to pay the cost of damages their vehicle
causes to others in a motor vehicle collision, including the damage to the other driver's vehicle, damage to any property
and costs resulting from injuries caused to others.

* Physical damage coverage (collision and comprehensive) pays for damages to the insured’s vehicle due to a collision
or other occurrence such as hall, fire or theft. Claims for damages to a vehicle are subject to a deductible (which is
$700 for most vehicles).

The major operating philosophies of the Auto Fund are to:
= Provide basic automobile insurance coverage that is universal and fair.
= Fairly rate insurance premiums for vehicle classes based on their claim loss experience and cost of repair.

= Keep rates as low as possible.

In determining premium rates for the Auto Fund there are three components to consider:
1. Adequate premium rates to break even
2. Fairness in rating

3. Maintaining adequate capital

2.1.1 Adequate premium rates to break even

The first step in analyzing the Auto Fund's rates is to perform an actuarial analysis on the rating year to determine if
expected premiums at current rates will be sufficient to cover expected claims and expenses. For the rating year being
considered (Jan. 21, 2022 to Jan. 20, 2023), the Auto Fund anticipates claim and expense growth will exceed premium
and investment income growth, resulting in an overall 1.7% increase in revenue required.

The rate-making process involves a very detailed and complex actuarial procedure which determines the expected
revenue and expenses for the rating period. A great deal of time and effort goes into this part of the rate program;
however, it's still an estimate of the amount of required premium. Three components in this rate program create the most
uncertainty in the estimate — premium revenue, claim costs and the impact of investment income. While each component
alone is difficult to forecast for the next year, it is even more challenging to forecast these revenues and expenses,
sometimes years into the future from the time the process is started. Actuaries use historical trends to help predict these
components, along with other relevant information available that may have a future impact.

See Section 3 — Overview of Ratemaking Methodology for further details.




2.1.2 Fairness in rating

A key component of the Auto Fund's strategy to meet and exceed customer expectations is promoting fairness in rating
by ensuring each class of vehicle is paying sufficient premium to cover its claim costs. To achieve that goal, rates must be
rebalanced regularly.

Over the past 15 years, the Auto Fund has rebalanced rates in all classes five times (2007, 2009, 2012, 2013 and 2014).
Light vehicle classes were also rebalanced in 2017, 2018 and 2019. The 2020 light vehicle rebalance was cancelled to
ensure customers would not face additional financial pressures as a result of their vehicle being subject to a rate increase
during the COVID-19 pandemic. To reduce significant rate shock for affected customers, rate changes are capped to a
reasonable level for all vehicle groups.

Appendix A provides details of proposed rate changes by vehicle class.

2.1.3 Maintaining adequate capital

A key operating principle for the Auto Fund is ensuring consistency and stability in rates so that customers are not
subject to ongoing price fluctuations or large rate increases. In order to provide this stability, an adequate balance in the
RSR is required to provide a financial resource to draw on when adverse financial events occur, such as higher-than-
expected claim costs or material decreases in capital markets for investments. To measure the adequacy of the RSR,
the Auto Fund uses a common industry measurement called the Minimum Capital Test (MCT).

The current policy applies an amount to move towards a target MCT of 140% in small increments with each rate program,
rather than applying more significant one-time surcharges or rebates. This approach reduces the likelihood of rate swings
for customers, if a significant financial event occurs impacting the balance in the RSR. The target capital level of the MCT
is set at 140% as a result of evaluating the Auto Fund's risks through Financial Condition Testing, as well as guidance
from the Office of the Superintendent of Financial Institutions.

The policy determines the amount of capital adjustment needed with each rate program by applying an amount to either
recover 1/5 of the capital below 140% MCT or release 1/5 of the capital above 140% MCT into the basic insurance rate
every year. As such, the rate always includes a portion designed to move the RSR towards an adequate level and avoids
the volatility a surcharge might create, assuming rate programs are annual or close to annual. A similar method is followed
by private insurers that build cost of capital requirements into each rate filing.

The policy also considers whether overall capital needs have changed. As claim liabilities and investment assets grow,
the need for capital to support the business also increases. With each rate program, SGI analyzes actual and projected
results and updates the amount expected to be required to support the new assets and liabilities.

2.2 Historical rate changes

In 1997, the Auto Fund presented customers with options for a three-year rate program and introduced the one that
most customers supported. In addition to rate increases (no rebalancing) of 5% in 1998, 2% in 1999 and 2% in 2000,
the basic deductible was increased from $500 to $700.

The Auto Fund implemented the Safe Driver Recognition (SDR) program in 2002, which originally rewarded safe drivers
with discounts as high as 20% (increased to 21% in 2016 and grew by 1% each year until it reached the maximum
discount of 25% in 2020) off their base insurance premium based on driving history. In the 2019-20 fiscal year

(April 1, 2019 to March 31, 2020), the SDR program provided discounts totaling $133 million which is equivalent to

a 13% reduction in rates.

In 2004, the Auto Fund introduced the Business Recognition (BR) program, which rewarded businesses that maintained
a good loss experience with discounts of up to 10% (increased to 15% in 2017) on their base vehicle insurance. In
2019-20, the BR program provided discounts net of surcharges totaling $17.4 million to businesses operating in
Saskatchewan.

Even with the introduction of the SDR and BR programs, the Auto Fund was still collecting more premiums than required
to pay claims and expenses, and was carrying excess capital in the RSR. To return premiums to customers, in 2006 the
Auto Fund provided a $44 million rebate on 2005 insurance premiums to 520,000 customers who received an average
rebate of $84.




In 2007, the Auto Fund provided a $100 million rebate on 2006 insurance premiums to 540,000 customers who
received an average rebate of $185. In addition to the rebate, the Auto Fund implemented a 7.1% general rate decrease
effective July 1, 2007 to reduce premium revenue collected from customers on a go-forward basis, coupled with rate
rebalancing to address the Auto Fund’s objective of increasing fairness in rates.

In the 2009 rate program, overall rates were increased by an average of 4.2%, with rebalancing. The 2012 rate program
rebalanced customers' rates while implementing an overall rate increase of 1.6%. In 2013, in addition to the 1.03%

rate increase and rebalancing, customers’ rates also increased by 1.23% due to a Rate Stabilization Reserve (RSR)
surcharge. The net effect was an overall average rate increase of 2.27%. In 2014, the rate program had an overall 4.4%
rate increase with rebalancing, consisting of a 3.4% increase on the basic rates and a further 1.0% increase to the RSR
surcharge. The surcharge was also converted to a capital margin.

In 2017, 2018 and 2019, no rate program occurred, but rates for light vehicles were rebalanced according to updated
Canadian Loss Experience Automobile Rating (CLEAR) tables published by the Insurance Bureau of Canada (IBC). The
2020 CLEAR update was cancelled to ensure customers would not face additional financial pressures as a result of their
vehicle being subject to a rate increase during the COVID-19 pandemic. See sections 4.5 and 5.5 for more details.

In 2021, the Auto Fund provided a $285 million rebate on 2018 to 2020 insurance premiums due to higher-than-
anticipated investment returns and — to a smaller degree — fewer collision claims due to the COVID-19 pandemic. An
average rebate of $380 was given to 750,000 customers.

The following table highlights compounded rate adjustments in comparison to the Saskatchewan Consumer Price Index
(CPI) in the last 19 years.

History of Rate Adjustments in Comparison to SK CPI

Annual Rate CPI year-over-year
Year Adjustments percentage change
2001 - 3.00%
2002 - 2.90%
2003 - 2.30%
2004 - 2.20%
2005 - 2.20%
2006 - 2.10%
2007 -7.10% 2.80%
2008 - 3.30%
2009 4.20% 1.00%
2010 - 1.40%
2011 - 2.80%
2012 1.60% 1.60%
2013 2.27% 1.50%
2014 4.42% 2.40%
2015 - 1.60%
2016 - 1.10%
2017 - 1.70%
2018 - 2.30%
2019 - 1.90%
Compound Change 5.03% 48.65%




2.3 Cross-Canada rate comparison

The purpose of the cross-Canada rate comparison is to determine how much a driver would pay for auto insurance in
each Canadian jurisdiction, given their current vehicle, driving record and claim history. The comparison obtains rates for
34 vehicle and driver profiles in 18 cities across Canada. Vehicle makes and models used in the comparison are those
with the highest number of registrations in Saskatchewan for the previous year. For the 2020 comparison, the most
popular makes and models of vehicles registered in 2019 were used.

Most cities used were selected in 2005 by the utility Crowns and Crown Investments Corporation (CIC) with only minor
revisions since then. Cities were chosen to represent major centres, rural communities and northern communities in order
to obtain a geographic representation within each province. Access to comparison data from Atlantic provinces was lost
in 2015, and access to Quebec data was lost in 2019. As a result, New Brunswick, Prince Edward Island, Nova Scotia,
Newfoundland & Labrador and Quebec can no longer be included in the comparison.

Comparing auto insurance rates across different jurisdictions is always a challenge due to differing populations, road
infrastructure, vehicle mix, insurance coverage and weather. As such, reviews like this one will have inherent accuracy
limitations. The Auto Fund has attempted to minimize these variables by standardizing the vehicles, profiles and coverage
levels used for liability and physical damage coverage; however, the jurisdictions are still fundamentally different in some
ways. For example, companies in provinces with competitive insurance are not required to insure all drivers or may not
have limitations on the rates that can be quoted.

Based on the survey, Saskatchewan has the lowest average personal auto insurance rates in Canada. Insurance

is provided by competitive insurers in all provinces except Manitoba and British Columbia, where Crown-owned

insurers offer basic, compulsory programs which can be supplemented by competitive optional coverage, similar to
Saskatchewan'’s program. Consistent with previous years, Manitoba continues to be Saskatchewan'’s closest competition
for the lowest average personal auto insurance rates in Canada.

The following graph illustrates the results of the comparison for the fiscal year ending March 31, 2021.

SGI's Cross-Canada Automobile Insurance Comparison, 2020-21
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3. Overview of Ratemaking Methodology

The following describes, at a high level, the process used in determining the premium rates that should be charged for the
upcoming rating year.

Classification

The Auto Fund assigns vehicles into classes based on characteristics and exposure to risk based on their use. The
largest class is private passenger vehicles, which make up 65% of all vehicles (80% of all non-trailer vehicles). Examples
of other classes are farm vehicles, heavy trucks, motorcycles, taxis and ambulances.

To determine the required rate for each class of vehicle, the estimated premium, claim costs and expenses are grouped
together with all vehicles within the class to determine if the premium is sufficient to cover costs — the underlying

idea being each vehicle class should pay its portion of the costs. The following sections describe how these three
components are allocated to each class.

Premiums
The major factors in forecasting premiums are drift and volume, both of which relate to attempting to predict the number
and types of vehicles that the Auto Fund will be insuring during the rating period.

= Drift estimates the change in premium as motorists upgrade from older vehicles with lower premiums to newer vehicles
with higher premiums.

= Volume looks at the overall number of vehicles that will be insured in the rating period.

Claims

In completing the actuarial analysis, the largest and most difficult cost to predict is claims, which represents approximately
80% to 85% of total costs annually for the Auto Fund. Damage claims represent about 65% to 70% of total claim costs,
while injury and liability costs represent the remaining 30% to 35%. For the actuarial rate analysis, claims are assigned

to vehicle classes based on vehicle collision responsibility (fault). If a vehicle was involved in a collision (single or multi-
vehicle) and there is no at-fault vehicle, then all claim costs remain with the vehicle for rating purposes. This includes
wildlife collisions.

The major factors impacting claims are summer storms and winter driving conditions, both of which are largely
unpredictable for any given year. Other factors impacting claim costs include the labour rate paid to auto repair shops,
parts costs and the average wage of people injured in vehicle collisions. Also impacting the costs for injury claims are
factors such as re-occurrence rates, medical innovations and rehabilitation programs, which are difficult to anticipate.

Expenses

There are two types of expenses that are charged to vehicles: variable and fixed. Variable expenses include expenses
and credits that are dependent upon premiums written. These include premium taxes paid to the General Revenue Fund,
traffic safety program costs, issuer commissions, and credits for short-term registrations and AutoPay programs. Fixed
expenses include administrative costs and some expenses associated with adjusting losses.




Indicated rate change

Once all the premium, claims and expenses are grouped in the appropriate vehicle class, an overall rate indication for
the class is done by comparing total projected premiums to total projected claim and expense costs for the class. If

the premium is not enough to cover costs, then a rate increase is required; if the premium is in excess of costs then a
decrease is required. The average of five years of damage and liability claim data, seven years of catastrophe claim data,
and 10 years of injury claim data is used to smooth the effect that one or two years of extreme loss experience would
have on the rate indication for a class.

Relativities within rate groups

The rates for individual vehicles within a rate group will vary depending on attributes specific to the vehicle. The process
used to determine the amount of this variance is called a relativity analysis. In short, relativities are used to differentiate
vehicle rates based on factors such as use, seating capacity, value and model year. As an example, motorhomes of
different values have different rates; the more expensive the motorhome, the higher the premium.




4. Actuarial Analysis

4.1 Pure premium calculation

Pure premium is the average loss amount per unit of exposure. For the Auto Fund rate indication, non-catastrophe damage
and liability data from accident years 2015/16 (April 1, 2015 to March 31, 2016) to March 31, 2020, catastrophe data
from accident years 2013/14 to March 31, 2020, and injury data from accident years 2010/11 to March 31, 2020 are
used to calculate average pure premium per coverage. Loss development factors calculated using the ultimate claim costs
from the March 31, 2020 actuarial valuation are used to bring the yearly incurred losses by coverage to their ultimate value.
These ultimate losses are then divided by the number of exposures to get the ultimate pure premium.

Trend factors are chosen by coverage and class based on a comparison of several exponential regressions. Trends for
claim frequency (the number of claims per vehicle exposure) and severity (the average cost of a claim) were selected for
both the past and future trend periods. The past trend selected should be representative of what has happened to claims
historically; the future trend should be reflective of what is expected going forward. Where data for a class was too thin
to produce credible frequency and/or severity trends on its own, it was grouped with the data from other similar classes
before selecting the trends. The selected trend factors, along with a development factor and a loss adjustment factor,

are used to bring the pure premium values forward to a complete and appropriate level for the rating period.

In this rate program, loss adjustment factors were applied to historical claims that do not reflect the current landscape.
Adjustments were made for the following:

= Injury coverage — new benefit levels effective Jan. 1, 2017
= Increased provincial sales tax (PST) effective March 23, 2017
= New PST regulation change on used vehicles effective April 11, 2018

= Vehicle diagnostic scanning policy changes that began on Oct. 1, 2018

The April 11, 2018 PST changes impact total loss claims where the PST is paid by SGI on the replacement vehicle. The
diagnostic scan adjustment reflects new autobody shop requirements that increase the cost of vehicle repairs for newer
model year light vehicles.

Two coverage lines, income replacement and care benefits, have their losses adjusted for inflation prior to trend selection.
On the anniversary date of a claim, the amount of payment increases by an indexed rate taken from the Saskatchewan
Consumer Price Index table. The purpose of this index rate is to ensure that the payments are increased to compensate
for inflation. Since benefits for these coverages fluctuate with the level of inflation, claim amounts from the different loss
years need to be adjusted to bring them all to the current level of inflation.

Once income replacement and care benefit ultimate losses have been adjusted for inflation, past and future severity
trends can be selected. The selected severity and frequency trend factors, as well as a future index rate of 2.5% that
accounts for inflation before and during the rating year, are used to bring the pure premium values for these lines forward
to the rating period level.

The final projected pure premium for each coverage line is based on a weighted average of estimates from historical loss
years using the trended pure premiums described above.

4.1.1 Pure premium adjustment factors

Loss experience incurred in the past is not always on the same basis as losses incurred now or even a year later from the
loss date. Prior and current loss experience needs to be adjusted to account for changing benefit coverage that will be in
effect during the rating year (Jan. 21, 2022 to Jan. 20, 2023). In this rate program adjustments were made for the injury
coverage benefit level changes effective May 1, 2021 (see section 5.3 for details).

With the 2021 rate program a large loss policy was implemented to aid in smoothing over any rate volatility caused by
outlier claims. This policy limits the impact on the rate indication of any major claim. Losses from claims identified by the
policy are capped at thresholds applied by coverage type. Further adjustment is required to spread the risk caused by
unusually large losses from one indication to the next and across rate classes. Rate classes are grouped based on similar
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risk distribution to determine the large loss thresholds. Large loss loading factors are applied to all injury pure premiums
and differ by these groups. The loading factor is intended to cover large losses removed from the rate program so that
there is a net zero impact on rate over a long period of time.

4.1.2 Annual discount factor

Because the projected losses will be paid over time, the current value of these losses is less than their nominal value.
In the time between when an insurance company receives the premium on a policy, and the time it actually pays out the
full value of a claim on that policy, the company earns investment income on the premium collected. The amount that a
policyholder pays should be reduced by the expected amount of this investment income. As such, the expected losses
from a policyholder are reduced by a discount factor to account for the investment income.

The rate of return used to determine the investment income comes from the expected yields on the investment assets
that will be supporting those claim payments. These assets are a mix of cash, short-term investments, bonds, commercial
mortgages, real estate, infrastructure and equities. The overall rate used to discount the expected losses in this rate
application is 2.98%.

Expected future claim payment patterns for different coverages were determined in the March 31, 2020 actuarial
valuation using historical experience. The annual discount factor is applied to the weighted-average pure premiums.

4.2 Adequate gross premium calculation

The discounted pure premiums have to be adjusted for loss adjusting expenses, administrative expenses, salvage
amounts, reinsurance costs, medical funding, appeal commission costs, the Safe Driver Recognition (SDR) program
malus amounts (financial penalties collected under SDR), variable expenses and a break even margin. These are
discussed in turn below.

4.2.1 Loss adjusting expenses

Loss adjusting expenses (LAE) are expenses associated with settling claims that are not claim-specific such as internal
legal fees, adjuster salaries and operating costs of claim branches. These expenses are assigned to vehicle classes
based on expected claim counts by coverage. The total assigned LAE amount for the class is then divided by the
forecasted number of vehicles within that class for the rating period to determine the average LAE per vehicle. Each
vehicle within the class will pay the same amount.

To recognize the level of investment required by autobody repair shops to meet the new minimum training and tooling
requirements, and to advance repair safety, SGl implemented procedural allowances and shop incentives which are
factored into rating through LAE. These initiatives from the Safe and Quality Auto Repair Project took effect Oct. 1, 2019.

4.2.2 Administrative expenses

Administrative expenses, including staff salaries, building maintenance and supplies, are charged as a fixed amount
to every vehicle exposure. Due to the reduced coverage provided and consequently small annual premium for certain
vehicle classes, a reduced amount is charged.

For the 2021 rate program, the amount of administrative expense charged to antique vehicles, snowmobiles, farm,
commercial and utility trailers is $23.18 per exposure. A charge of $46.35 is applied for non-utility and licensed trailer
dealers, and $92.70 per exposure for all other vehicle classes.

4.2.3 Credit for salvage

The Auto Fund generates profits from the sale of salvaged light passenger vehicles and their parts. These profits are
applied as discounts to the damage and damage liability portions of the pure premium for passenger vehicles. The credit
applied to light passenger vehicles is $22.03 per exposure.

4.2.4 Reinsurance

Previously, the Auto Fund maintained two reinsurance programs designed to mitigate adverse effects on the RSR as
aresult of 1) catastrophic losses caused by either a severe weather event or 2) an automobile collision resulting in
multiple serious injuries. As of April 2014, it was determined that the injury reinsurance program was no longer needed.
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The Auto Fund has maintained only a damage reinsurance program since then. Due to recent catastrophic weather
losses both in Saskatchewan and in the Canadian industry in general, the cost to purchase reinsurance has increased
and is expected to continue on an upward trajectory in the future.

The cost of the reinsurance program is applied as a fixed amount to each applicable class of vehicle. The reinsurance
damage coverage cost per exposure is $2.41 for antique vehicles and utility trailers, $4.82 for non-utility trailers, and all
other vehicle classes are charged $9.65 per exposure.

4.2.5 Medical funding

To offset costs incurred by the provincial health care system as a result of bodily injuries sustained while either operating
a motor vehicle or as a result of a motor vehicle collision, the Auto Fund reimburses the Ministry of Health for a portion of
the costs. This reimbursement, in addition to several other smaller funding contracts, amounts to about $40 million per
year. The health levy was increased in 2018 from 2% to 3% of direct premiums written in the prior year.

Medical funding costs are allocated to vehicle classes based on the expected present value of medical expenses in the
rating year. The total assigned medical funding cost is then divided by the expected number of vehicles for the rating
period within that class to determine the average medical funding cost per vehicle. Each vehicle within the class will pay
the same amount.

4.2.6 Appeal commission costs

Appeal commission costs for the operation of the Automobile Injury Appeal Commission amount to about $1.5 million
per year. This includes such things as Board salaries, administrative expenses and legal fees. Appeal commission costs
are allocated to vehicle classes based on the expected appeal claim costs in the rating year. The total assigned appeal
commission cost is then divided by the expected number of vehicles for the rating period within that class to determine
the average appeal commission cost per vehicle. Each vehicle within the class will pay the same amount.

4.2.7 Credit for Safe Driver Recognition malus

The Safe Driver Recognition (SDR) program provides credits to vehicle insurance premiums for drivers in the safety

zone for those classes of vehicles that qualify, and financial penalties (malus) for drivers who are in the penalty zone.

The financial penalties collected cannot be attributed to a specific vehicle class since they are based on the driver. For
rating purposes, the credit for the SDR malus is applied to only those vehicle classes that qualify for discounts under the
SDR program. The expected SDR malus amount, approximately $33 million, is divided by the total number of expected
vehicles for the rating period from those classes with eligible vehicles. Every vehicle within these classes will receive the
same credit for SDR malus. However, similar to the application of administrative expenses above, antique vehicles receive
half of the credit for SDR malus as other vehicles. The expected SDR malus amount is larger than in the past as a result
of changes being made to the SDR program. See section 5.1 for details.

4.2.8 Variable expenses

Variable expenses include premium taxes paid to the General Revenue Fund, traffic safety program costs, issuer
commissions and credits for short-term registrations and AutoPay programs. The variable expenses and their percentage
of premiums are as follows:

Variable Expense % of Premium
Premium Taxes 5.00%
Traffic Safety Programs 4.04%
Issuer Commissions 4.95%
Short Term Registrations -1.55%
Auto Pay -1.97%
Total Variable Expenses 10.47%
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4.2.9 Break even margin

A break-even margin of -5.1% is loaded into the rates. This is required to offset an expected surplus in premium caused
by commercial permit premiums, cancellation retention amounts and the investment income on the forecasted RSR

net of the increase in risk provisions required when setting reserves. Without the break-even margin, even if rates were
set at required levels, the Auto Fund would gain money since the growth in risk provision, retention amounts and RSR
investment income are not accounted for elsewhere in the rating.

Previously, the RSR investment income was a separate item in the calculation of adequate gross premium; however,
since it is simply a source of additional income not considered elsewhere in the rate application, it is appropriate to
include it in the break-even margin calculation instead.

4.3 Indicated rate change

The indicated rate change is the indicated required premium divided by the projected on-level average premium,
excluding the capital margin, minus one.

4.3.1 Projected on-level average premium

The projected on-level average premium is calculated for each class using exposure and premium information on a
policy year basis. Historical written premiums are brought up to the current rate level (on-levelled). In order to do this,
past rate changes, including capital amounts, are applied to premiums that were written prior to the rate change being
implemented. For example, if rates for the class changed effective Jan. 1, 2020, all premiums written prior to this date
would have the rate change applied.

Once premiums are on-levelled, the average on-level written premium is calculated by dividing the on-level written
premium by the number of written exposures in that policy year. Applying exponential trend regression against the
average on-level written premium produces multi-year trends. From these trends, a past trend and a future growth
trend are selected. The past trend selected should be representative of what has happened to the premium historically;
the future trend should be reflective of what is expected going forward.

Once selected, the rating year average premium then needs to be reduced by the expected SDR discount, Business
Recognition (BR) and/or International Registration Plan (IRP) discount/surcharge amounts so that the projected average
amount of premium that will actually be collected per exposure can be determined. In this rate program, premium
adjustment factors were applied to historical data which did not reflect the current state of the SDR, BR and IRP
programs. Adjustments were made for the expected changes to each program which are outlined below in sections 5.1
and 5.2.

This on-levelled average premium is then reduced by the amount of the capital margin that is currently in effect, as this
margin is present to adjust the Rate Stabilization Reserve (RSR) balance toward the target level and should not impact
basic rates. The calculation is simply the on-levelled average premium divided by one plus the current 2.23% capital
margin.

4.3.2 Class specific experience required premium

The direct required premium, or adequate gross premium, is calculated by dividing the sum of the discounted pure
premium including loss adjusting expenses, administrative expenses, the credit for salvage, reinsurance, medical funding,
appeal commission costs and SDR financial penalty credit by one minus the variable expenses and break-even margin
percentages.

4.3.3 Credibility

Since the 2014 rate program, credibility weighting has been applied to the indicated overall rate change calculation for
each vehicle class. Credibility is a way to measure if there is enough past experience to use in predicting the rating year.
The weight assigned to a forecast using past experience is commonly denoted by Z (a number between 0 and 1). The
balance of the weight, 1 - Z, will be assigned to what is called the complement of credibility. This complement will be
another valid estimate for the prediction and could come from a larger separate source of past data or could assume
“no change” in the forecast variable. Together, the components develop a weighted average for the forecast, which
becomes the indicated required premium. Credibility provides an objective and reliable measure of the sufficiency of
the past data in the overall rate indication of each class.
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Due to the higher risk and volatility in the volume and size of claims, the credibility of a forecast is measured using the
number of past claim counts included in the forecast. All weight is assigned to the past experience (i.e., Z = 1), if it's
deemed fully credible. This is the case if there are at least as many past claim counts used in the forecast as the Standard
of Full Credibility. If the past claim counts used in the forecast are less than the Standard of Full Credibility, the credibility
is calculated as:

z=+ (Claim Counts / Standard of Full Credibility)

If the claim data is more volatile, then more past claims are needed to accurately determine the emerging patterns.

This generally means that the Standard of Full Credibility should be larger whenever the claim data is more volatile.

The Herfindahl-Hirschman Index (HHI) is used to measure how much of a class’ past claim dollars come from a few
large-dollar claims. The HHI is a number that ranges from 0 to 1, where a larger number denotes that a few large claims
dominate the total claim dollars assigned to the class. Having a small number of large claims could be because the class
is expected to have severe claims in the future, or it may have been unlucky in the past. The uncertainty around which of
these scenarios is correct means that the class’ indication should have less credibility. The Standard of Full Credibility
for the purpose of the overall rate indication for a class and for the CLEAR class surcharges/discounts is measured as:

= 1,082 claims; plus,

= an additional 1,082 claims if either the HHI for injury is greater than 0.2, or the HHI for damage is greater than 0.2, or
the number of injury claims is less than 50; and,

= an additional 1,082 claims if either the HHI for injury is greater than 0.4, or the HHI for damage is greater than 0.4.

4.3.4 Complement of credibility required premium

As mentioned above, the complement of credibility will be another valid estimate for the prediction and could come from
a larger separate source of past data or could assume “no change” in the forecast variable. For the 2021 rate program,
the complement of credibility for all classes is simply the projected on-level average premium, excluding the capital
margin.

4.3.5 Indicated required premium

Once the class credibility and complement of credibility required premium have been determined, the indicated required
premium can be calculated. If the credibility for the class is less than one, then the class specific experience required
premium is credibility weighted against the complement of credibility required premium.

Indicated required premium = Z x Class specific experience required premium + (1-Z) x Complement of credibility
required premium

4.4 Base rates and relativities

The base rate is the rate that is applicable to the base group for a class of vehicle. The base group is typically chosen
to be the group with the largest number of vehicles because the larger the numbers, the more credible the data. For
example, motorhomes with declared value of $10,001 to $20,000 is the base rate group for the motorhome class.

For the Auto Fund, there are typically four base rates: damage, injury, liability and flat fee, which includes expenses and
credits applied to the pure premium. When these four components are added together they comprise the base premium
for any given class of vehicle. If a vehicle class is not eligible for all coverages, then the base rate for each eligible
coverage is combined with the flat fee to produce the base premium.

If rates within a vehicle class vary by rating attribute(s) or rate group, such as number of seats, declared value or model
year, then the base premium needs to be adjusted by a factor that reflects the variance in loss experience for each

of the attributes relative to the base premium. This adjustment factor is known as the relativity factor. Following the
motorhome example, the premium for a motorhome with a declared value between $30,001 and $50,000 is determined
by multiplying the base premium (rate group $10,001 to 20,000) by the relativity factor for the rate group $30,001 to
$50,000.
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Typically, as the loss experience deteriorates, the corresponding relativity factor and consequent premium increases.
For motorhomes, as the amount of declared value increases, the chance of a higher value claim also increases and the
premium that is charged needs to reflect this.

The calculation of indicated adequate premiums varies by class. For private passenger vehicles, motorcycles and urban
taxis, the premium charged to a vehicle is calculated as:

Premium = Damage Base Rate x Damage Relativity + Injury Base Rate x Injury Relativity + Liability Base Rate + Flat Fee
Amount

For all other existing classes of vehicle that have rating groups the premium formula is:
Premium = Damage Base Rate x Damage Relativity + Injury Base Rate + Liability Base Rate + Flat Fee Amount

For classes where there are no rate groups the premium is:
Premium = Damage Base Rate + Injury Base Rate + Liability Base Rate + Flat Fee Amount

Once indicated adequate rates have been determined, dollar and percentage caps are applied to limit the amount that a
vehicle's rate may change in a rate program. This is to ensure fair and reasonable rate changes and reduce rate shock for
vehicle owners. A dollar cap will be applied when the annual premium is less than or equal to $1,000, and a percentage
cap will be applied when it is more than $1,000. The table below outlines the ranges and caps that will be applied:

Current Annual Rate Maximum Cap Maximum Monthly Cap
$1 - 50 $25 $3
$51 - 100 $50 $5
$101 - 250 $75 $7
$251 - 500 $100 $9
$501 - 750 $125 $11
$751 - 1,000 $150 $13
$1,001 or greater 15% 15%

For some classes of vehicles, the annual rate is calculated using the base rate of the same private passenger vehicle

plus a surcharge or discount based on the experience of that particular class of vehicle. For these types of vehicles, the
private passenger vehicle rate will receive the caps identified above, then any changes to the discount/surcharge amount
for that class is applied on top of the capped private passenger vehicle rate. The change in discount/surcharge is capped
at 15% but the resulting effect of the private passenger vehicle rate change plus the discount/surcharge change may

be greater than 15% in either direction. In this rate program, the effect of changes in discount/surcharge and the capital
margin reduction causes 99,000 vehicles to decrease below the minimum dollar and percent caps. There are 3,000
vehicles that are expected to increase by more than 15% over the current rates among the light vehicle classes.

Due to the practice of capping individual vehicle rate changes, not all classes within the Auto Fund have accurate
current relativity factors. For the relativity analysis within this rate program, the current vehicle distribution by class was
used to derive the weighted average current rate group relativity factors. These derived current relativities were used in
the analysis that produced the proposed relativities which were then used in the premium calculations shown above.
Once the premiums were calculated, an individual vehicle's current premium was compared to the calculated proposed
premium. If the change in premium was outside of the set cap amounts, then the vehicle's proposed premium was
capped and therefore the proposed relativity factor is no longer being used.

Once rate change capping is completed, any capital amounts are applied. Every vehicle within the Auto Fund will have its
base premium adjusted for the capital amount by the capital margin using the following formula:

Total Premium = Proposed Premium x (1 + Capital Margin)
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4.5 Vehicle rating classes
Vehicles in the Auto Fund fall into two major rating groups:

i) CLEAR-rated vehicles

Within the Auto Fund, only light passenger vehicles are rated using the Canadian Loss Experience Automobile Rating
(CLEAR) system. The classes of vehicle that are rated using CLEAR are:

= Private passenger vehicles

= Farm cars, sport utility vehicles (SUVs) and vans

= Farm light trucks with model years 1994 to 2003

= Farm light trucks with model years 2004 and newer

= International and inter-provincial commercial light trucks
= Police cars, trucks, SUVs and vans

= U-Drive (rental) vehicles

= Rural taxis

CLEAR is produced by the Insurance Bureau of Canada (IBC), which captures Canada-wide loss experience for light
passenger vehicles. CLEAR was designed to provide insurers with a more equitable rating system for vehicles. It is
based on the premise that the vehicle-specific portion of insurance rates should be based on only two principal factors,
namely, the likelihood of vehicles being involved in claims and the costs involved in settling those claims.

IBC analyzes historical records of collision frequency and repair costs of each vehicle make, model and model year in
order to predict future losses. Through statistical analysis, relationships are established between vehicle characteristics
and insurance claims. These relationships are then adjusted according to the actual claim history of individual models,
in order to predict future losses for each. Factors such as a person’s driving record, or where they live, do not affect
CLEAR. As part of its analysis, IBC considers several factors, including vehicle construction, loss-prevention features
and susceptibility to damage. IBC also works closely with vehicle manufacturers to monitor new developments. CLEAR
is used by insurance companies Canada-wide to rate light passenger vehicles.

There are two components to the CLEAR system: rate group assignments and associated relativity factors. Under the
CLEAR system, vehicles are assigned to one of 99 damage rate groups. Since rate groups correspond to expected
claim costs, the higher the rate group number, the greater the relativity factor and therefore the higher the premium
charged. Insurance companies can choose to use CLEAR rate group assignments with company-specific relativity
factors rather than using the CLEAR relativity factors.

The Auto Fund uses internal data to produce damage relativities by rate group, which are supplemented with CLEAR
relativity factors when the number of vehicles within a rate group is not large enough to produce credible numbers. The
proposed rate group relativities are then multiplied by the base damage rate to determine a vehicle’s required physical
damage premium.

The rate group tables are generally published annually. With each publication year, new model year rate groups are
added and existing model year rate groups are updated to reflect vehicle depreciation and additional claims information.
When IBC develops a new CLEAR rate group table, it is revenue-neutral given the existing vehicle distribution.
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Although CLEAR provides injury rate groups and relativities, previous reviews have shown that the CLEAR assignments
are not a good fit for Auto Fund injury results. As a result, injury rates are based solely on Auto Fund injury claim data.
Injury rates for CLEAR-rated vehicles vary by vehicle body style. The body style groupings are:

= Two-door cars

= Four-door cars

= Convertible cars

= Station wagons

= Vans

= Sport utility vehicles (SUVs)

= Trucks

The injury rate group relativity analysis for all CLEAR-rated vehicles involves calculating the projected loss per earned
exposure using the past 10 years of experience for each body style. The losses included in this calculation are capped
by coverage type based on the large loss policy. The large loss thresholds by injury coverage type are consistent with the
CLEAR levels displayed in section 5.9.

As mentioned under section 4.3.3 Credibility, the Auto Fund uses credibility analysis when calculating relativities. For
CLEAR's damage relativity system, the Standard of Full Credibility is 2,656 and for CLEAR's injury relativity system,
it's 4,326. The current relativity factors are credibility weighted to the calculated relativities. These relativity factors are
then multiplied to the base injury rate to determine a vehicle's required injury premium based on body style.

ii) Conventionally-rated vehicles

Conventional rating is used for all vehicles that are not rated using CLEAR. This includes, but is not limited to:
= Heavy trucks and power units

= Farm vehicles (excluding light trucks with model years 1994 and newer)
= Urban taxis

= Buses

= Snowmobiles

= Motorcycles

= Vehicle dealers

= Special use vehicles (ambulance, hearse and antique)

= Trailers

= Motorhomes

* Private vehicles (power units, heavy trucks and vans for personal use)

= Permits for short use
The criteria used for conventional vehicle classes are based on the significant rating attributes such as model year, engine

size, value, etc. For example, buses are rated by seating capacity and model year. Motorcycles are rated by body style,
engine size and model year. Motorhomes and trailers are rated by declared value.
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5. Significant Changes

5.1 Safe Driver Recognition program

The Safe Driver Recognition (SDR) program provides discounts to Auto Fund customers (excluding businesses — see
5.2) with safe driving records. Customers’ positions on a sliding scale are determined by their driving records. Each
customer starts in a neutral position on the scale and gains points for each year of incident-free driving. Points are lost
for driving incidents, such as collisions a driver is deemed responsible for causing (at-fault) or for traffic convictions. Each
point in the scale’s positive Safety Zone earns the customer a 2% discount off their vehicle insurance premium, up to a
20% discount at 10 points. Above 20 points, a customer can earn an additional 1% discount per point up to a maximum
of 25% at 25 points. Events that move a customer into the scale’s negative Penalty Zone cause the driver to be assessed
a financial penalty.

In the past, SGI received input from customers on the program and performed analyses on the loss experience of
customers at all positions on the scale. The main theme emerging from the review was that customers wanted higher
discounts for good driving behaviour and harsher penalties for riskier driving behaviour.

Given all this information, the government approved SGl's recommendations to amend the SDR program. Starting
Oct. 12, 20186, the following changes took effect:

= At-fault collisions where the Auto Fund pays out less than $700 result in the loss of four points, while at-fault collisions
where the Auto Fund pays out $700 or more result in the loss of six points. Previously, no points were lost if the
Auto Fund paid out less than $305, while six points were lost if the Auto Fund paid out $305 or more.

= Minor speeding infractions incur a penalty of two points. Previously, safety ratings were only impacted if the insured
was going at least 35 km/h over the posted speed limit or was charged with speeding in a high-risk zone such as a
school zone or construction zone.

* Financial penalties increased to $50 per point in the penalty zone, up to a maximum penalty of $1,000, with the
exception of certain Criminal Code conviction penalties. The new penalty is double the previous penalty of $25 per
point, which had been in place since the introduction of the SDR program in 2002.

= The safety rating scale maximum increases by one point per year up to +25, allowing the safest drivers to earn a
discount of up to 25%, which is now available.

Analysis of customer loss experience supports these changes:

= Past speeding infractions are predictive of future claims, so losing points for these infractions makes the driver record
more accurate.

= Financial penalties for customers with the worst SDR ratings were significantly lower than the additional claims caused
by these customers.

= The safest drivers in the Auto Fund have a claim experience that justifies a discount greater than 20.
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The following table compares the previous SDR scale to the current scale:

Penalty Per Incident

Current Scale
Points Assessed Previous Scale (as of Oct. 12, 2016)
-1 $25 $50
-2 $50 $100
-3 $75 $150
-4 $100 $200
-5 $125 $250
-6 $150 $300
-7 $175 $350
-8 $200 $400
-9 $225 $450
-10 $250 $500

0 Points = NEUTRAL ZONE | Base Insurance Premium

Vehicle Insurance Discount

Current Scale
Points Earned Previous Scale (as of Oct. 12, 2016)

1 2% 2%

2 4% 4%

3 6% 6%

4 8% 8%

5 10% 10%

6 12% 12%

7 14% 14%

8 16% 16%

9 18% 18%
10 20% 20%
11-20 20% 20%
21 N/A 21%
22 N/A 22%
23 N/A 23%
24 N/A 24%
25 N/A 25%
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5.2 Business Recognition program

The Business Recognition (BR) program assesses businesses for adjustments to the basic vehicle insurance rates.
Based on its claim history, the business will either be eligible for a discount, be subject to a surcharge or pay the base
insurance premium with no discount or surcharge on its basic vehicle insurance. An analysis of the BR program was
completed in 2014. Effective May 1, 2016, changes to the BR scale of discounts and surcharges, as well as to the loss
ratio calculation, were implemented. The following changes resulted from the analysis:

= Maximum surcharge was reduced from 200% to 25%, so there is no longer such a large disparity between the
maximum surcharge and the maximum discount of 10%.

= All customers are eligible to receive the maximum discount since there is no longer a claims-free requirement (0% loss
ratio). This was nearly impossible for large fleets in the past.

= The cap on claims to be included in the loss ratio calculation was adjusted to be the lower of three times the business’
premium for that year or $50,000 (to be indexed over time based on inflation). A cap of two times the annual premium
was used in the past.

= |Implemented pro-rated discounts/surcharges for business with less than five years of past experience.

The above changes did not have a significant impact on the overall rate level of the Auto Fund as very few companies
had large surcharges; however, the impacts to some classes of business vehicles was noticeable. The above changes
also did not adjust the middle of the BR scale — customers with a loss ratio between 71%-80% continued to receive
neither a discount nor a surcharge.

Effective May 1, 2017, SGI implemented additional changes to the BR scale. First, the neutral zone was moved to a loss
ratio between 61%-700%, which shifts the discounts/surcharges for adjacent loss ratio ranges as well. This was needed
as the actual break-even level for a business customer on this scale is significantly lower than the previous 71%-80%
range. Losses included in this loss ratio calculation are capped, exclude non-collision claims and exclude not-at-fault
claims. As well, the maximum eligible discount was increased from 10% to 15%. The following table represents the
current discounts/surcharges used:

Discount /

Loss Ratio Surcharge
0% - 15% -15%
16% - 30% -12%
31% - 40% -9%
41% - 50% -6%
51% - 60% -3%
61% - 70% 0%
71% - 80% 3%
81% - 90% 8%
91% - 100% 10%
101% - 125% 13%
126% - 175% 15%
176% - 200% 20%
201% + 25%
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5.3 Injury coverage

In 2016, government introduced legislation for several recommendations put forward by SGI for changes to its auto injury
coverage programs.

Changes included improvements to both the Tort and No Fault programs to better meet the needs of customers by
providing improved benefits for those most seriously injured, closing gaps in coverage for everyone involved in an auto
collision, making changes to help keep coverage affordable, and addressing inconsistencies in coverage.

The changes followed consultation with and input from a variety of stakeholders and groups in 2014 and early 2015,
including current and former auto injury customers, representatives from the medical, legal and insurance communities,
an injury review panel representing a cross-section of stakeholders, SGI employees who work with the program, and
close to 900 public survey respondents.

A full report of the approved recommendations can be found on the SGI website. Some of the recommendations include:

= When an impaired driver causes a collision and is killed, allowing an innocent party or the family impacted to sue for pain
and suffering or bereavement damages (No Fault and Tort Coverage).

= Expanding the list of offences that trigger the ability for an innocent party to sue for pain and suffering or bereavement
damages to include: criminal negligence causing death or bodily harm, criminal negligence causing bodily injury, flight
from a peace officer and dangerous operation while street racing (No Fault and Tort Coverage).

= Ensuring Tort income benefits maintain pace with minimum wage (Tort Coverage).

* Paying pre-judgment interest or interim payments on permanent impairment benefits (No Fault Coverage).

= Additional funding for more than one specialized vehicle for the catastrophically injured (No Fault Coverage).
* Providing a recreation allowance for the catastrophically injured (No Fault Coverage).

= Updating amounts paid for living expenses to reflect current market rates, increasing the overall amount available for
assistance to those with cognitive impairment and implementing a process to regularly review the amounts for alignment
with market rates (No Fault Coverage).

* Ending the practice of reducing income benefits by the amount a customer receives through Canada Pension Plan (CPP)
disability (No Fault Coverage).

Most of the approved recommendations were implemented effective Jan. 1, 2017. However, two of the changes, adjusting
the living expense benefit and adjusting income benefits for CPP disability (last two bullets in the above list) were not
implemented until May 1, 2021.

The overall indicated rate change is increased by 1.3%, a $13 million impact, as a result of the injury coverage changes above.

5.4 Motorcycle Reduced No Fault Coverage

Starting in April 2016, SGl introduced a new option for injury coverage for motorcycle owners. Although originally part
of the Injury Coverage review, this new option was split out from the other changes so it could be implemented in time for
the 2016 riding season.

Reduced No Fault Injury Coverage is a basic package of injury benefits available to motorcycle owners who currently have
No Fault Coverage and feel they require fewer injury benefits in the event of a collision. It offers the same level of benefits
as the current tort product, but with a very limited ability to sue for additional losses. This option offers a lower rate for
motorcyclists, while still ensuring some level of insurance coverage.

The reduced level of coverage applies only when the registrant is operating the motorcycle with reduced coverage and
either is responsible for a collision or is involved in a single vehicle collision. Any instance where another motorist is
responsible for the collision, the motorcycle rider receives full No Fault injury benefits.

Although the true cost of claims from riders who elect the Reduced No Fault Coverage option will only be known once
enough loss experience from these riders has been collected, SGI studied the impact that the lower coverage levels
would have had on past claims. The discount in premium from full No Fault Coverage was originally priced based on the
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results of this study and has been reviewed in this rate program. The actual experience so far has closely followed the
discount selected and no change is proposed in this rate program.

Customers who elect Reduced No Fault Coverage pay a lower premium since there are fewer benefits. Motorcycle
owners that select Reduced No Fault Coverage receive the following discount, depending on the engine size of their
motorcycle:

= 5% for all motorcycles 100cc and less.
= 20% for all motorcycles 101cc-400cc.

= 30% for all motorcycles 401cc and more.

The discount is applied before the owner's Safe Driver Recognition discount (if applicable).

5.5 Insurance Bureau of Canada (IBC) CLEAR table

Since the 2014 rate program, the IBC has discontinued the 16-year table the Auto Fund previously used to assign rate
groups and now will only produce rate group tables on a 21-year basis. As of the 2017 CLEAR update, the Auto Fund
has shifted to using the 21-year table.

During this transition, in order to more closely align the Auto Fund's usage of IBC's results with its analysis, a modification
was made to the way in which the Auto Fund assigns rate groups to vehicles with model years older than those
appearing on IBC's table. The IBC intends a vehicle's 21st model year in the table to be the average damage rate group
of the 21st through 30th model years. As such, the Auto Fund has applied the 21st Rate Group at the end of the table to
the 10 older model years of the vehicle. Then, for model years past that point (1990 and older in the 2021 rate program),
it will resume the previous method of reducing the last rate group by one for each older model year until rate group 0 is
reached.

The overall impacts of both of these changes were revenue neutral and more closely aligns the Auto Fund with its
commitment to fairness in rating by more accurately accounting for the risk of each vehicle. Although there may still be
some dislocation for vehicles, especially those that were not included in the 16-year table but are now in the 21-year table,
impacts to individual customers will be tempered by the application of the capping procedure. Much of the dislocation has
already occurred with the CLEAR table updates implemented in 2017, 2018 and 2019. The 2020 update to the CLEAR
table was cancelled due to the COVID-19 pand