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SUBJECT: RISk SHARING PooLs’ FINAL OuTLOOK FOR CALENDAR
YEAR 2017 BASED ON AUGUST 2016 OPERATIONAL REPORTS

To assist member companies in planning for their share of Risk Sharing Pools’ (RSP) results for the
next calendar year, Facility Association prepares RSP “Outlook™ projections of Net Results from
Operations. The Outlook presentation format (Exhibits B1 — B5) is very similar to that of the
“Summary of Operations — Calendar Year” exhibits of the monthly Operational Reports Member
Bulletins (“Bulletins™).

The attached is the final calendar year 2017 RSP Outlook by pool, based on actual results as found
in the August 2016 Operational Reports. Recall that a preliminary calendar year 2017 RSP Outlook
by pool, based on actual results as found in the May 2016 Operational Reports, was released and
posted to the Facility Association website on June 24, 2016 (Bulletin F16-048). Differences
between the two projections are summarized in the attached final Outlook (section 2.2). In
particular, projected 2017 written premium across all of the RSPs in total has decreased by
$32.1 million (4.8%), and the projected net operating deficit improved by $10.2 million (3.8%).

The attached final RSP Outlook is derived through a projection process that attempts to model
future outcomes based on a set of simplifying assumptions. As with any such process of projecting
future outcomes, inherent uncertainty exists. For example, RSP premium volumes have in the past
varied in ways that are difficult to model or project (charts showing history of premium volumes
can be found at the “Provincial Profiles” section of our website) — this is further evidenced by the
4.8% reduction in the 2017 written premium projection from the preliminary Outlook released 3
month prior to this final Outlook. (Volume projections are based on projections provided by larger
users of the RSPs.) As such, we stress that it is important to recognize that future Operating
Results may deviate from these projections by material amounts.

The tables on the next page provide a summary of the projections for calendar years 2017 and 2016
and the actuals for calendar year 2015 for reference purposes.
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Bulletin F16-075

RISK SHARING POOLS’ FINAL OUTLOOK FOR CALENDAR YEAR 2017
BASED ON AUGUST 2016 OPERATIONAL REPORTS

Actual and Projected Calendar Year Results

Ontario RSP 2017 2016 Change (to 2017 from 2016) 2015
Written Premium ($000s) 342,156 321,926 20,230 6.3% 239,006
Vehicle Count 179,923 175,838 4,085 2.3% 135,802
Earned Premium ($000s) 342,151 267,184 74,967 28.1% 262,567
Net Operating Result (S000s) (193,336) (96,532) (96,804) 100.3% 47,546
COR 156.5% 136.2% 20.3% 14.9% 81.9%
Prior Accident Years' incurred claims (S000s) (30,099) (106,571) 76,472 (71.8%) (188,898)
Actual and Projected Calendar Year Results
Alberta Grid RSP 2017 2016 Change (to 2017 from 2016) 2015
Written Premium ($000s) 178,561 153,180 25,381 16.6% 138,310
Vehicle Count 74,940 65,075 9,865 15.2% 61,813
Earned Premium ($000s) 179,590 133,341 46,249 34.7% 146,209
Net Operating Result ($000s) (24,198) (69,867) 45,669 (65.4%) (5,360)
COR 113.5% 152.5% (39.0%) (25.6%) 103.7%
Prior Accident Years' incurred claims (S000s) (7,061) 34,870 (41,931) (120.2%) (9,203)
Actual and Projected Calendar Year Results
Alberta Non-Grid RSP 2017 2016 Change (to 2017 from 2016) 2015
Written Premium ($000s) 96,290 100,033 (3,743) (3.7%) 85,986
Vehicle Count 65,497 67,031 (1,534) (2.3%) 57,845
Earned Premium ($000s) 97,853 90,839 7,014 7.7% 89,842
Net Operating Result ($000s) (32,148) (42,671) 10,523 (24.7%) (21,022)
COR 132.9% 146.9% (14.0%) (9.5%) 123.4%
Prior Accident Years' incurred claims (S000s) (4,446) (2,961) (1,485) 50.2% (9,282)
Actual and Projected Calendar Year Results
New Brunswick RSP 2017 2016 Change (to 2017 from 2016) 2015
Written Premium ($000s) 10,545 9,428 1,117 11.8% 11,164
Vehicle Count 9,141 8,331 810 9.7% 10,096
Earned Premium ($000s) 10,399 10,009 390 3.9% 10,237
Net Operating Result (S000s) (1,643) 1,897 (3,540) (186.6%) (4,413)
COR 115.8% 81.0% 34.8% 43.0% 143.2%
Prior Accident Years' incurred claims (S000s) (390) (3,573) 3,183 (89.1%) 917
Actual and Projected Calendar Year Results
Nova Scotia RSP 2017 2016 Change (to 2017 from 2016) 2015
Written Premium ($000s) 15,943 15,243 700 4.6% 14,501
Vehicle Count 13,165 12,231 934 7.6% 12,700
Earned Premium ($000s) 15,564 14,844 720 4.9% 14,080
Net Operating Result (S000s) (5,700) (4,513) (1,187) 26.3% (7,029)
COR 136.7% 130.4% 6.3% 4.8% 149.9%
Prior Accident Years' incurred claims (S000s) (801) (1,452) 651 (44.8%) 176
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Bulletin F16-075
RISK SHARING POOLS’ FINAL OUTLOOK FOR CALENDAR YEAR 2017
BASED ON AUGUST 2016 OPERATIONAL REPORTS

Questions regarding the Outlook should be directed to Shawn Doherty, SVP, Actuarial and CFO at
Facility Association, (416) 644-4968 or sdoherty@facilityassociation.com

David J. Simpson, M.B.A., FCIP, C. Dir.
President & CEO

Attach.
Please forward a copy of this bulletin to your Chief Financial Officer.
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OUTLOOK TO CALENDAR YEAR 2017

RISK SHARING POOLS

SEPTEMBER 2016

BASED ON AUGUST 2016 OPERATIONAL REPORTS

For your convenience, bookmarks have been added to this document. To view them, please click on
the BOOKMARK tab at the left.

Should you require any further information, please call:

Shawn Doherty, FCIA, FCAS
SVP Actuarial & CFO
(416) 644-4968.
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1. Executive Summary

This “RSP Outlook™ is a projection of Facility Association Risk Sharing Pools (“RSP”’) Operating
Results for a future complete calendar year using actual experience available up to a specific point in
time, and based on assumptions developed for this specific purpose. Consideration has been given
to recent RSP experience, to the results of the June 30, 2016 valuation of the RSP policy liabilities,
and to monthly premium projections developed for RSP Monthly Member Operational Reports.

The tables below provide a high-level summary of key metrics projected for calendar years 2017 and
2016, with actuals for 2015 provided for reference. Supporting details related to the projections are
provided in the body of this report.

Projection Summaries — Calendar Year 2017 — Key Amounts ($000s) and Key Ratios

Actual and Projected Calendar Year Results

Ontario RSP 2017 2016 Change (to 2017 from 2016) 2015
Written Premium ($000s) 342,156 321,926 20,230 6.3% 239,006
Vehicle Count 197,814 180,347 17,467 9.7% 135,802
Earned Premium ($000s) 342,151 267,184 74,967 28.1% 262,567
Net Operating Result ($000s) (193,336) (96,532) (96,804) 100.3% 47,546
COR 156.5% 136.2% 20.3% 14.9% 81.9%
Prior Accident Years' incurred claims (S000s) (30,099) (106,571) 76,472 (71.8%) (188,898)

Actual and Projected Calendar Year Results

Alberta Grid RSP 2017 2016 Change (to 2017 from 2016) 2015
Written Premium ($000s) 178,561 153,180 25,381 16.6% 138,310
Vehicle Count 79,317 65,044 14,273 21.9% 61,813
Earned Premium ($000s) 179,590 133,341 46,249 34.7% 146,209
Net Operating Result (S000s) (24,198) (69,867) 45,669 (65.4%) (5,360)
COR 113.5% 152.5% (39.0%) (25.6%) 103.7%
Prior Accident Years' incurred claims ($000s) (7,061) 34,870 (41,931) (120.2%) (9,203)
Actual and Projected Calendar Year Results
Alberta Non-Grid RSP 2017 2016 Change (to 2017 from 2016) 2015
Written Premium ($000s) 96,290 100,033 (3,743) (3.7%) 85,986
Vehicle Count 65,497 67,031 (1,534) (2.3%) 57,845
Earned Premium ($000s) 97,853 90,839 7,014 7.7% 89,842
Net Operating Result ($000s) (32,148) (42,671) 10,523 (24.7%) (21,022)
COR 132.9% 146.9% (14.0%) (9.5%) 123.4%
Prior Accident Years' incurred claims (S000s) (4,446) (2,961) (1,485) 50.2% (9,282)
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Actual and Projected Calendar Year Results

New Brunswick RSP 2017 2016 Change (to 2017 from 2016) 2015
Written Premium ($000s) 10,545 9,428 1,117 11.8% 11,164
Vehicle Count 8,948 8,202 746 9.1% 10,096
Earned Premium ($000s) 10,399 10,009 390 3.9% 10,237
Net Operating Result ($000s) (1,643) 1,897 (3,540) (186.6%) (4,413)
COR 115.8% 81.0% 34.8% 43.0% 143.2%
Prior Accident Years' incurred claims (S000s) (390) (3,573) 3,183 (89.1%) 917
Actual and Projected Calendar Year Results
Nova Scotia RSP 2017 2016 Change (to 2017 from 2016) 2015
Written Premium ($000s) 15,943 15,243 700 4.6% 14,501
Vehicle Count 12,210 12,454 (244) (2.0%) 12,700
Earned Premium ($000s) 15,564 14,844 720 4.9% 14,080
Net Operating Result (S000s) (5,700) (4,513) (1,187) 26.3% (7,029)
COR 136.7% 130.4% 6.3% 4.8% 149.9%
Prior Accident Years' incurred claims ($000s) (801) (1,452) 651 (44.8%) 176
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FACILITY Outlook to Calendar Year 2017
F Association Risk Sharing Pools

Based on August 2016 Operational Reports

2. Introduction

2.1 Introductory Comments

This “RSP Outlook™ is a projection of Facility Association Risk Sharing Pools (“RSP”’) Operating
Results for a future complete calendar year using actual experience available up to a specific point in
time, and based on assumptions developed for this specific purpose. Consideration has been given
to recent RSP experience, to the results of the June 30, 2016 valuation of the RSP policy liabilities,
and to monthly premium projections developed for RSP Monthly Member Operational Reports.

The table below summarizes the calendar year 2017 projection by RSP — greater detail is provided in
section 2.3.

Projection Summary — Calendar Year 2017 — Amounts ($000s)
Calendar Year 2017 Projections ($000s)
Alberta Non- New

Ontario Alberta Grid . . Nova Scotia TOTAL
Grid Brunswick

Written Premium 342,156 178,561 96,290 10,545 15,943 643,495
Earned Premium 342,151 179,590 97,853 10,399 15,564 645,557
Prior Accident Years (PAYs) (30,099) (7,061) (4,446) (390) (801) (42,797)
Current Accident Year (CAY) 453,024 156,274 105,389 8,454 16,313 739,454
Total Claims Incurred 422,925 149,213 100,943 8,064 15,512 696,657
Expense Allowance 100,937 51,605 27,830 3,364 4,944 188,680
Change in Prem. Def / (DPAC) 9,982 1,936 322 77 249 12,566
Underwriting Expenses 110,919 53,541 28,152 3,441 5,193 201,246
Net U/Wing gain / (loss) (191,693) (23,164) (31,242) (1,106) (5,141) (252,346)
Administrative Expense 1,643 1,034 906 537 559 4,679
2017 Operating Result (193,336) (24,198) (32,148) (1,643) (5,700) (257,025)
attributed to PAYs: 30,099 7,061 4,446 390 801 42,797
attributed to CAY: (223,435) (31,259) (36,594) (2,033) (6,501) (299,822)

This updated calendar year 2017 projection is reasonably aligned with our projection as provided in
the 2017 Preliminary Outlook which was posted on June 24, 2016, although written premium overall
is down $32.1 million (4.8%) and the overall operating result has improved $10.3 million (3.8% -
mainly due to reduced writings). A comparison between the Preliminary Outlook and this Outlook
is explored in more detail in section 2.2.

As noted in section 2.3, there are notable differences between the overall operating result projected
for calendar year 2017 in this Outlook and two comparable projections for calendar year 2016, being
our calendar year projection posted on September 30, 2015 (“Sep 30 2015 Outlook™) and our current
projection (“Aug 31 2016 Projection”). These differences are mainly due to prior accident year
impacts. In particular, like our Sep 30 2015 Outlook for calendar year 2016, this Outlook’s
projection for calendar year 2017 assumes no nominal changes to our estimates of ultimate for prior
accident years', whereas the current projection for calendar year 2016 (Aug 31 2016 Projection)

YIn our projections, we assume that our liabilities are “best estimates” and therefore project no changes in nominal terms.
However, there are prior accident year impacts related to actuarial present value adjustments. Over time, the “discount”
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includes nominal prior accident year changes as booked during the first eight months of 2016.
Given the importance of accident year impacts, we have separated the Operating Results summary to
show “prior accident years” (PAYSs) from the “current accident year” (CAY).

Our projections of the number of vehicles transferred to the RSPs are based on feedback provided by
large users of the RSPs. Some of the RSPs have specific limits to the number of risks that can be
transferred in a given period. For example, the transfer limit of the Ontario RSP is 5.0% of
exposures written in the prior year at the member company group level (that is, within a group under
common management or ownership, a single member can transfer the entire transfer limit for the
group). System programming prevents member groups from exceeding their transfer limits.
However, member groups can transfer their entire limit for a given year at any time throughout the
year including, for example, the last day of that year. As a result, volumes may change dramatically
from those projected here.

2.2 Comparison with Preliminary Outlook

The Preliminary Outlook to Calendar Year 2017, released on June 24, 2016, was based on the
valuation as at March 31, 2016 and the May 2016 Operational Reports. The table immediately
below shows the change from that preliminary Outlook to this (final) update (projected results for
2017 with this Outlook are presented in section 2.3):

Change from 2017 Preliminary Outlook to 2017 Final Outlook — Operating Results ($000s)

Calendar Year 2017 Projections ($000s) - Aug 31, 2016 Projection less Preliminary Calendar Year Outlook
Alberta Non- New

Ontario Alberta Grid . . Nova Scotia TOTAL
Grid Brunswick

Written Premium (12,580) (7,399) (14,623) 950 1,528 (32,124)
Earned Premium (8,051) (807) (13,785) 732 1,036 (20,875)
Prior Accident Years (PAYs) 795 (229) (312) 59 134 447
Current Accident Year (CAY) (13,478) 5,307 (7,702) 463 1,777 (13,633)
Total Claims Incurred (12,683) 5,078 (8,014) 522 1,911 (13,186)
Expense Allowance (5,485) (4,367) (5,554) (14) (73) (15,493)
Change in Prem. Def / (DPAC) (3,065) 1,368 (808) 22 172 (2,311)
Underwriting Expenses (8,550) (2,999) (6,362) 8 99 (17,804)
Net U/Wing gain / (loss) 13,182 (2,886) 591 202 (974) 10,115
Administrative Expense 10 31 (203) 1 25 (136)
Operating Result 13,172 (2,917) 794 201 (999) 10,251
attributed to PAYs: (795) 229 312 (59) (134) (447)
attributed to CAY: 13,967 (3,146) 482 260 (865) 10,698

Premium changes vary by RSP and reflect updated experience and projections provided by some
members (please refer to the associated monthly Bulletins for additional information).

For the Ontario RSP, the written premium projection has been decreased $12.6 million (3.5%) based
on updated member projections. The associated earned premium has not decreased at the same

adjustment to reflect the time value of money will unwind and provisions for adverse deviations will be released with
liability / obligation settlement.
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level, indicating that part of the written premium reduction will be reflected in a lower unearned
premium reserve balance projection. As a result, underwriting expenses are showing a larger
decrease (both due to the reduced expense allowance on reduced written premium and updated
factors?, and due to the reduced premium deficiency booked on the implied decrease in the ending
unearned premium reserve projected). The Ontario current accident year (2017) loss ratio changes
are discussed generally later, but the impact (reduced loss ratios) is favourable to the updated
projection. However, prior accident year impacts (due only to releases of actuarial present value
adjustments as claims payments are made during 2017) is less favourable than our previous
projection for 2017, mainly because of the reduction in the unpaid claims liability (i.e. reserve
release) with the 2016 Q2 valuation®. The projected 2017 current accident year loss ratios (including
actuarial present value adjustments) improved slightly (by 0.8 points).

For the Alberta Grid RSP, projected 2017 written premium is down $7.4 million (4.0%), but earned
premium as projected has moved only 0.4%. The lower 2017 writings reduce the expense allowance
(which was further impacted by the change in the RSP expense allowance) and the projected ending
unearned premium, favourably impacting the change in underwriting expenses.

For the Alberta Non-Grid RSP, projected 2017 written premium is down significantly ($14.6 million
or 13.2%), mainly on significant changes in projections provided by a single member group.
Reduced writings impact earned premium, unearned premium, and underwriting expenses similar to
the impacts discussed related to the Alberta Grid RSP.

In addition, the projected 2017 current accident year loss ratios (including actuarial present value
adjustments) deteriorated for each of the Alberta RSPs (by 3.3 points for Grid and 6.4 points for the
Non-Grid).

For the two Atlantic RSPs, written premium projections increased (9.9% for the NB RSP and 10.6%
for the NS RSP). In addition, while the projected 2017 current accident year loss ratios (including
actuarial present value adjustments) improved slightly (by 1.4 points) for the NB RSP, this ratio
deteriorated significantly (by 4.7 points) for the NS RSP.

As indicated in the above discussion, the June 30, 2016 valuation also resulted in changes to accident
year level ultimate estimates and projections for unpaid claims updated for actual payments as well
as projections for future payments. The associated changes in applicable ratios are presented at the
top of the next page. Ratio changes are driven by updated valuation assumptions (for additional
information on the changes in assumptions related to the latest valuation, please see the August 2016
Actuarial Highlights — links are available on page 3). Please note that the loss ratios indicated in the
table include actuarial present value adjustments (whereas the Actuarial Highlights discussions focus
on nominal loss ratios). The underlying nominal loss ratios that form the foundation of the 2017 loss
ratios are taken directly from the valuation.

Changes in key ratios between 2017 Outlooks are presented in the table at the top of the next page
(projected ratios for 2017 with this Outlook are presented in section 2.3):

% The FA Board of Directors approved at its August 25, 2016 meeting, for calendar year 2017, updated RSP expense
allowances for the Alberta and Atlantic RSPs, and an updated maximum RSP reimbursable allowance for the Ontario
RSP. Please see FA Bulletins F16-065 through F16-068 inclusive available in the Members’ Section of the FA website.

® While margins for adverse deviations of claims development were also updated with this valuation and were generally
reduced, the impact at the PAY level for release in a calendar year are insignificant.
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Change from 2017 Preliminary Outlook to 2017 Final Outlook — Key Ratios

Calendar Year 2017 Projections (Key Ratios) - Aug 31, 2016 Projection less Preliminary Calendar Year Outlook

Alberta Non- N
Ontario Alberta Grid er a. on ew. Nova Scotia TOTAL
Grid Brunswick
Loss Ratios (% EP)
Prior Accident Years (PAYs) - (0.1%) (0.8%) 0.8% 1.3% (0.1%)
Current Accident Year (CAY) (0.8%) 3.3% 6.4% (1.4%) 4.7% 1.5%
Total Claims Incurred (0.8%) 3.2% 5.6% (0.6%) 6.0% 1.4%
Expense Ratios
Expense Allowance (% WP) (0.5%) (1.2%) (1.2%) (3.3%) (3.8%) (0.9%)
Chg in Prem. Def / (DPAC) (% EP) (0.8%) 0.8% (0.7%) 0.1% 1.1% (0.3%)
Underwriting Expenses (% EP) (1.7%) (1.5%) (2.1%) (2.5%) (1.6%) (1.7%)
Administrative Expense (% EP) - - (0.1%) (0.3%) (0.1%) -
U/Wing & Admin Exp (% EP) (1.7%) (1.5%) (2.2%) (2.8%) (1.7%) (1.7%)
Combined O ting Rati %
ombine pe;;)'"g atio (% (2.5%) 1.7% 3.4% (3.4%) 4.3% (0.3%)
attributed to PAYs: - (0.1%) (0.8%) 0.8% 1.3% (0.1%)
attributed to CAY: (2.5%) 1.8% 4.2% (4.2%) 3.0% (0.2%)

With the significant change in the projected written premium, net operating cash flow is also
affected, reducing by $29.7 million (55%) as shown in the table at the top of the next page (projected
cashflows for 2017 with this Outlook are presented in section 3.5).

Page 9 of 63



FACILITY Outlook to Calendar Year 2017
F Association Risk Sharing Pools

Based on August 2016 Operational Reports

Change from 2017 Preliminary Outlook to 2017 Final Outlook — Cashflow ($000s)

Calendar Year 2017 Net Operating Cashflow Projections ($S000s) - less Preliminary Calendar Year Outlook

) . Alberta Non- New .
Ontario Alberta Grid ) . Nova Scotia TOTAL
Grid Brunswick

Written Premium (12,580) (7,399) (14,623) 950 1,528 (32,124)
PAYs Paid Claims

paid indemnity 4,055 2,965 3,209 112 270 10,611

paid allowed claims expense 537 259 190 14 5 1,005

PAYs Paid Claims 4,592 3,224 3,399 126 275 11,616
CAYs Paid Claims

paid indemnity 708 649 257 2 3 1,619

paid allowed claims expense 7 3 1 - - 11

CAYs Paid Claims 715 652 258 2 3 1,630

All AYs Paid Claims

paid indemnity 4,763 3,614 3,466 114 273 12,230

paid allowed claims expense 544 262 191 14 5 1,016

All AYs Paid Claims 5,307 3,876 3,657 128 278 13,246
"Cash" Expenses

Member Expense Allowance (5,485) (4,367) (5,554) (14) (73) (15,493)

Administrative Expenses 10 31 (203) 1 25 (136)

"Cash" Expenses (5,475) (4,336) (5,757) (13) (48) (15,629)

Net Operating Cash Flow (12,412) (6,939) (12,523) 835 1,298 (29,741)

2.3  Summary of Results
Summary of Calendar Year 2017 Operating Results

The estimated calendar year 2017 Operating Results are summarized at the top of the next page.
Policy liabilities and associated changes are presented on an actuarial present value basis as found in
the Operational Reports (that is, “Total Claims Incurred” and “Change in Prem. Def / (DPAC)”
include actuarial present value adjustments, commonly described as “discounted”). We have
included at the bottom of the table the projected Operating Results for calendar year 2016 as per the
Sep 30 2015 Outlook and with the Aug 31 2016 Projection®.

“The Aug 31 2016 Projection for calendar year 2016 and this Outlook’s projection for calendar year 2017 were derived
at the same time, using consistent assumptions.
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Projection Summary — Calendar Year 2017 — Amounts ($000s)
Calendar Year 2017 Projections ($000s)

Alberta Non- Ne
Ontario Alberta Grid . w- Nova Scotia TOTAL
Grid Brunswick

Written Premium 342,156 178,561 96,290 10,545 15,943 643,495
Earned Premium 342,151 179,590 97,853 10,399 15,564 645,557
Prior Accident Years (PAYs) (30,099) (7,061) (4,446) (390) (801) (42,797)
Current Accident Year (CAY) 453,024 156,274 105,389 8,454 16,313 739,454
Total Claims Incurred 422,925 149,213 100,943 8,064 15,512 696,657
Expense Allowance 100,937 51,605 27,830 3,364 4,944 188,680
Change in Prem. Def / (DPAC) 9,982 1,936 322 77 249 12,566
Underwriting Expenses 110,919 53,541 28,152 3,441 5,193 201,246
Net U/Wing gain / (loss) (191,693) (23,164) (31,242) (1,106) (5,141) (252,346)
Administrative Expense 1,643 1,034 906 537 559 4,679
2017 Operating Result (193,336) (24,198) (32,148) (1,643) (5,700) (257,025)
attributed to PAYs: 30,099 7,061 4,446 390 801 42,797
attributed to CAY: (223,435) (31,259) (36,594) (2,033) (6,501) (299,822)

2016 Operating Result
Sep 30, 2015 Outlook (186,736) (1,661) (28,438) (2,391) (5,538) (224,764)
attributed to PAYs: 21,535 7,430 3,737 377 706 33,785
attributed to CAY: (208,271) (9,091) (32,175) (2,768) (6,244) (258,549)
Aug 31, 2016 Projection (96,532) (69,867) (42,671) 1,897 (4,513) (211,686)
attributed to PAYs: 106,571 (34,870) 2,961 3,573 1,452 79,687
attributed to CAY: (203,103) (34,997) (45,632) (1,676) (5,965) (291,373)

In comparing the calendar year 2017 operating result projection against the two projections for
calendar year 2016, 2017 is largely consistent with both in total, particularly for the 3 smaller RSPs.
The components of the projection for 2017 compared with the same components for the two
projections for 2016 show a higher level of similarity with the Sep 30 2015 Outlook in relation to the
operating result attributed to prior accident years (PAYs) at the RSP level, whereas the 2017
“attributed CAY” components are generally more aligned with the Aug 31 2016 Projection. These
alignments are to be expected, as the 2017 projection for the contribution of the prior accident years
has the same base assumption for the prior accident years as found in the Sep 30 2015 Outlook (i.e.
no “nominal” changes in claims liabilities, so the prior accident years impact is driven by releases of
actuarial present value adjustments as claims are settled), whereas the Aug 31 2016 Projection
includes actual prior accident year activity included up to the Jun 30, 2016 valuation. In contrast, the
updated valuation and more recent discount rate assumptions leads to closer alignment with the
Aug 31 2016 Projection (updated yield curves and updated accident years 2016 and 2017 loss
ratios), such that remaining differences are driven by differences in volume and loss ratios.

The table below provides the difference between the 2017 calendar year results and the 2016 results
as per the Sep 30 2015 Outlook.
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Projection Summary — Calendar Year 2017 less 2016 Calendar Year per final 2016 Outlook
Calendar Year 2017 Projections ($000s) less Calendar Year 2016 Projections ($000s)

Alberta Non- N
Ontario Alberta Grid er a- on ew. Nova Scotia TOTAL
Grid Brunswick

Written Premium 53,282 28,082 3,544 (247) 1,549 86,210
Earned Premium 74,407 37,456 7,115 (275) 1,002 119,705
Prior Accident Years (PAYs) (8,564) 369 (709) (13) (95) (9,012)
Current Accident Year (CAY) 76,292 46,701 9,794 (650) 981 133,118

Total Claims Incurred 67,728 47,070 9,085 (663) 886 124,106
Expense Allowance 11,965 9,022 1,582 (390) (24) 22,155

Change in Prem. Def / (DPAC) 1,000 3,678 178 95 275 5,226
Underwriting Expenses 12,965 12,700 1,760 (295) 251 27,381
Net U/Wing gain / (loss) (6,286) (22,314) (3,730) 683 (135) (31,782)
Administrative Expense 314 223 (20) (65) 27 479
Operating Result (6,600) (22,537) (3,710) 748 (162) (32,261)
attributed to PAYs: 8,564 (369) 709 13 95 9,012

attributed to CAY: (15,164) (22,168) (4,419) 735 (257) (41,273)

The table above clearly shows the increases in written premium projections for this Outlook for 2017
compared with the final Outlook for 2016. These changes also generate changes for earned
premium, expenses, and the current accident year claims. However, volume changes do not impact
differences in prior accident years (both projections assume no nominal changes). While we believe
our claims liabilities estimates are “best estimates”, potential variances are discussed below.

For the Ontario RSP, nominal unpaid claims balances amounted to $889.6 million as at
December 31, 2015. The nominal prior accident year change booked year-to-date during 2016 at
$69.4 million (favourable) represents 7.8% of the beginning balance. The nominal unpaid claims
balance for the Ontario RSP is projected to be $854.9 million at December 31, 2016 and changes of
+/-5% of this balance ($42.7 million) would not be unusual (see at the top of the next page for actual
changes that occurred during the last 3 calendar years). The projected nominal claims development
provision for adverse deviation (PfAD) is $136.1 million (note: with the latest valuation, margins for
adverse deviation have been updated, reducing the margin level in general). The projected nominal
unpaid claims balance at December 31, 2017° is $941.9 million (nominal claims development PfAD
of $158.8 million).

® Note: the table provides beginning balances, so the ending balance at December 31, 2017 is NOT shown in the table.

Page 12 of 63



FACILITY Outlook to Calendar Year 2017
F Association Risk Sharing Pools
Based on August 2016 Operational Reports

ON RSP PAYs’ Ultimate Changes vs Beginning Balances (nominal, indemnity only)

| nominal unpaid indemnity claims liability (S millions) |

nominal beginning amounts chgin PAYs' ultimates
ON . unpai(.:l PfAD for MfAD for amount % beginr\ing
indemnity dev'l dev'l unpaid
(1] (2] [3] (4] [5]
Cal Yr mthly calc  mthly calc =[2]/11] mthly calc =[4]/[1]
actuals
2013 1,009.1 140.2 13.9% (87.3) (8.7%)
2014 1,025.5 179.8 17.5% (91.0) (8.9%)
2015 1,005.5 181.5 18.1% (146.2) (14.5%)
projections
2016 889.6 147.1 16.5% (69.4) (7.8%)
2017 854.9 136.1 15.9% - -

For the Alberta Grid RSP, nominal unpaid claims balances amounted to $243.8 million as at
December 31, 2015. The nominal prior accident year change booked year-to-date during 2016 at
$37.1 million (unfavourable) represents 15.2% of the beginning balance. The nominal unpaid claims
balance for the Alberta Grid RSP is projected to be $278.2 million at December 31, 2016 and
changes of +/-5% of this balance ($13.9 million) would not be unusual (see table below for actual
changes that occurred during the last 3 calendar years). The projected nominal claims development
provision for adverse deviation (PfAD) is $31.6 million. The projected nominal unpaid claims
balance at December 31, 2017° is $310.8 million (nominal claims development PfAD of
$35.8 million).

AB Grid RSP PAYs’ Ultimate Changes vs Beginning Balances (nominal, indemnity only)

| nominal unpaid indemnity claims liability (S millions) |

nominal beginning amounts chg in PAYs' ultimates
AB Grid . unpai(.:l PfAD for MfAD for amount % begin.ning
indemnity dev'l dev'l unpaid
(1] (2] (3] (4] (5]
Cal Yr mthly calc  mthly calc =[2]/11] mthly calc =[4]/[1]
actuals
2013 278.9 27.2 9.8% 22.3 8.0%
2014 264.3 25.9 9.8% 30.0 11.4%
2015 268.8 30.6 11.4% (4.1) (1.5%)
projections
2016 243.8 27.3 11.2% 37.1 15.2%
2017 278.2 31.6 11.4% - -

For the Alberta non-Grid RSP, nominal unpaid claims balances amounted to $159.5 million as at
December 31, 2015 (while it is unusual, the balances at the end of 2014 were the same as the
balances at the end of 2015). The nominal prior accident year change booked year-to-date during

® See prior footnote.
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2016 at $0.6 million (unfavourable) represents 0.4% of the beginning balance. The nominal unpaid
claims balance for the Alberta non-Grid RSP is projected to be $172.1 million at December 31, 2016
and changes of +/-5% of this balance ($8.6 million) would not be unusual (see table at the top of the
next page for actual changes that occurred during the last 3 calendar years). The projected nominal
claims development provision for adverse deviation (PfAD) is $19.5 million. The projected nominal
unpaid claims balance at December 31, 2017 is $185.4 million (nominal claims development PfAD
of $21.0 million).

AB non-Grid RSP PAYs’ Ultimate Changes vs Beginning Balances (nominal, indemnity only)

| nominal unpaid indemnity claims liability (S millions) |

nominal beginning amounts chgin PAYs' ultimates

AB non- unpaid PfAD for MfAD for % beginning

. . . amount .
Grid indemnity dev'l dev'l unpaid

(1] (2] (3] [4] (5]

Cal Yr mthly calc  mthly calc =[2]/1] mthly calc =[4]/[1]
actuals

2013 126.4 12.1 9.6% 13.6 10.8%

2014 147.9 14.4 9.7% 5.4 3.7%

2015 159.5 18.2 11.4% (6.9) (4.3%)
projections

2016 159.5 18.2 11.4% 0.6 0.4%

2017 172.1 19.5 11.3%

For the New Brunswick RSP, nominal unpaid claims balances amounted to $19.0 million as at
December 31, 2015. The nominal prior accident year change booked year-to-date during 2016 at
$2.6 million (favourable) represents 13.7% of the beginning balance. The nominal unpaid claims
balance for the New Brunswick RSP is projected to be $16.8 million at December 31, 2016 and
changes of +/-5% of this balance ($0.8 million) would not be unusual (see below for actual changes
that occurred during the last 3 calendar years). The projected nominal claims development provision
for adverse deviation (PfAD) is $1.9 million (note: with the latest valuation, margins for adverse
deviation have been updated, reducing the margin level in general). The projected nominal unpaid
claims balance at December 31, 2017% is $17.1 million (nominal claims development PfAD of
$1.9 million).

" See prior footnote.

& See prior footnote.
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NB RSP PAYs’ Ultimate Changes vs Beginning Balances (nominal, indemnity only)

| nominal unpaid indemnity claims liability (S millions) |

nominal beginning amounts chgin PAYs' ultimates
NB . unpalt.:l PfAD for MfAD for amount % begmrnng
indemnity dev'l dev'l unpaid
(1] (2] [3] (4] [5]
Cal Yr mthly calc  mthly calc =[2]/11] mthly calc =[4]/[1]
actuals
2013 15.1 1.8 11.9% 0.4 2.6%
2014 13.9 1.8 12.9% 1.2 8.6%
2015 16.0 2.1 13.1% 0.9 5.6%
projections
2016 19.0 2.5 13.2% (2.6) (13.7%)
2017 16.8 1.9 11.3% - -

For the Nova Scotia RSP, nominal unpaid claims balances amounted to $27.3 million as at
December 31, 2015. The nominal prior accident year change booked year-to-date during 2016 at
$0.3 million (favourable) represents 1.1% of the beginning balance. The nominal unpaid claims
balance for the Nova Scotia RSP is projected to be $31.8 million at December 31, 2016 and changes
of +/-5% of this balance ($1.6 million) would not be unusual (see table below for actual changes that
occurred during the last 3 calendar years). The projected nominal claims development provision for
adverse deviation (PfAD) is $3.7 million (note: with the latest valuation, margins for adverse
deviation have been updated, reducing the margin level in general). The projected nominal unpaid
claims balance at December 31, 2017° is $34.7 million (nominal claims development PfAD of
$4.1 million).

NS RSP PAYs’ Ultimate Changes vs Beginning Balances (nominal, indemnity only)

| nominal unpaid indemnity claims liability (S millions) |

nominal beginning amounts chgin PAYs' ultimates
unpaid PfAD for MfAD for % beginning
NS . ) amount .
indemnity dev'l dev'l unpaid
(1] (2] (3] (4] (5]
Cal Yr mthly calc  mthly calc =[2]/11] mthly calc =[4]/[1]
actuals
2013 16.0 2.2 13.8% 1.7 10.6%
2014 18.8 2.7 14.4% 1.8 9.6%
2015 23.4 3.4 14.5% 0.4 1.7%
projections
2016 27.3 3.9 14.3% (0.3) (1.1%)
2017 31.8 3.7 11.6% - -

In addition, changes in yield curves used to determine the discount rates used in our projections are
subject to change by RSP. For example, the Sep 30 2015 Outlook for the Ontario RSP used a

® See prior footnote.
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discount rate of 0.97%, whereas with the Aug 31 2016 projection for the Ontario RSP we are now
using 0.68%. However, the Jun 30, 2016 valuation discount rate changes do not have a direct
impact on the 2017 projections. As the changes occurs in calendar year 2016, both the beginning
and ending claims liabilities for calendar year 2017 are adjusted, so the impact is effectively nullified
(that is, a change in discount rate has a significant impact only when it is implemented). The same is
true for margin changes (the impact of any changes is significant only when implemented).

The projected December 31, 2017 policy liability discount amounts are:

e ON RSP: $24.4 million (associated interest rate PFAD of $8.8 million, indicating the net
discount impact of approximately $15.6 million)

e AB Grid RSP: $6.4 million (associated interest rate PFAD of $2.7 million, indicating the net
discount impact of approximately $3.7 million)

e AB non-Grid RSP: $3.9 million (associated interest rate PfAD of $1.5 million, indicating the
net discount impact of approximately $2.4 million)

e NB RSP: $0.3 million (associated interest rate PfAD of $0.1 million, indicating the net
discount impact of approximately $0.2 million)

e NS RSP: $0.6 million (associated interest rate PFAD of $0.3 million, indicating the net
discount impact of approximately $0.3 million)

Moving the net discount impacts to $0 could be considered a “worst case” scenario™ in relation to
adverse changes in the yield curves.

Key Ratios associated with our calendar year 2017 projection are presented in the table at the top of
the next page, including the Combined Operating Ratios for the two calendar year 2016 projections.
For details related to the 2017 projections, please refer to Exhibits B-1 through B-5. The basis for
the projection of premiums, claims amounts and expenses is described in Section 3. In particular,
premium projections are discussed in section 3.1 and claims projections are discussed in section 3.2.

Our projections of the number of vehicle transfers are based on projections provided by major users
of the RSPs. However, RSP volumes can change rapidly in a short period of time, as we have seen
in the past, as can projections (as we can see when comparing the 2017 May 2016 projections used
in the 2017 Preliminary Outlook with the 2017 Aug 2016 projections used in this 2017 Final
Outlook).

OThat is, the “worst case” scenario would be if the discount rate moves to 0% - we assume at this level the margin would
be moved to 0 as well. In addition to the net discount impact indicated, there would also be an adverse movement in the
claims development provision for adverse deviation, as this provision is also carried on a “net present value” or
“discounted” basis.

We did consider whether the Canadian risk-free yield curve would move into negative territory (i.e. that the “worst case”
scenario would involve a negative discount rate, rather than a 0 discount rate). While this is possible, we do not believe
it is plausible within the next 18-21 months, given the current economic environment in Canada.
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Projection Summary — Calendar Year 2017 — Key Ratios**
Calendar Year 2017 Projections (Key Ratios)

Alberta Non- New
Ontario Alberta Grid . . Nova Scotia TOTAL
Grid Brunswick
Loss Ratios (% EP) - - - - - -
Prior Accident Years (PAYs) (8.8%) (3.9%) (4.5%) (3.8%) (5.1%) (6.6%)
Current Accident Year (CAY) 132.4% 87.0% 107.7% 81.3% 104.8% 114.5%
Total Claims Incurred 123.6% 83.1% 103.2% 77.5% 99.7% 107.9%
Expense Ratios - - - - - -
Expense Allowance (% WP) 29.5% 28.9% 28.9% 31.9% 31.0% 29.3%
Chgin Prem. Def / (DPAC) (% EP) 2.9% 1.1% 0.3% 0.7% 1.6% 1.9%
Underwriting Expenses (% EP) 32.4% 29.8% 28.8% 33.1% 33.4% 31.2%
Administrative Expense (% EP) 0.5% 0.6% 0.9% 5.2% 3.6% 0.7%
U/Wing & Admin Exp (% EP) 32.9% 30.4% 29.7% 38.3% 37.0% 31.9%
2017 Combined Operating Ratio
. EP’; = 156.5% 113.5% 132.9% 115.8% 136.7% 139.8%
0
attributed to PAYs: (8.8%) (3.9%) (4.5%) (3.8%) (5.1%) (6.6%)
attributed to CAY: 165.3% 117.4% 137.4% 119.6% 141.8% 146.4%
2016 Combined Operating Ratio
Sep 30, 2015 Outlook 169.8% 101.2% 131.4% 122.4% 138.1% 142.8%
attributed to PAYs: (8.0%) (5.2%) (4.1%) (3.5%) (4.8%) (6.4%)
attributed to CAY: 177.8% 106.4% 135.5% 125.9% 142.9% 149.2%
Aug 31, 2016 Projection 136.2% 152.5% 146.9% 81.0% 130.4% 141.0%
attributed to PAYs: (39.9%) 26.2% (3.3%) (35.7%) (9.8%) (15.4%)
attributed to CAY: 176.1% 126.3% 150.2% 116.7% 140.2% 156.4%

Net cash flows from operations for the RSPs collectively are projected to be an overall outflow of
$84.0 million for calendar year 2017 as presented in detail in section 3.5. As indicated in the table at
the top of the next page, higher projected premium is the main driver of cash flow differences
between the calendar year 2017 projection and the calendar year 2016 projection for the Outlook
posted September 30, 2015. Should volumes increase less during 2017 than anticipated or indemnity
payments prove higher than expected, net operating cash flows would be adversely impacted.

1'RSP operating results do not include all expenses — for example, premium taxes and health levies are applied at
member companies based on their share of RSP written premium or vehicle counts as applicable — these expenses are not
included here. As such, the Combined Operating Ratio may not be comparable to a member’s own such ratio.
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Projection Summary — Calendar Year 2017 less 2016 Calendar Year per final 2016 Outlook

Calendar Year 2017 Net Operating Cashflow Projections ($000s) less Calendar Year 2016 Net Operating Cashflow Projections

($000s)
) . Alberta Non- New .
Ontario Alberta Grid ) . Nova Scotia TOTAL
Grid Brunswick

Written Premium 53,282 28,082 3,544 (247) 1,549 86,210
PAYs Paid Claims

paid indemnity 28,415 (11,780) 732 213 1,207 18,787

paid allowed claims expense 3,818 (795) 788 54 252 4,117

PAYs Paid Claims 32,233 (12,575) 1,520 267 1,459 22,904
CAYs Paid Claims

paid indemnity 22,218 2,115 3,679 263 (436) 27,839

paid allowed claims expense (289) (31) (27) (3) 4 (346)

CAYs Paid Claims 21,929 2,084 3,652 260 (432) 27,493

All AYs Paid Claims

paid indemnity 50,633 (9,665) 4,411 476 771 46,626

paid allowed claims expense 3,529 (826) 761 51 256 3,771

All AYs Paid Claims 54,162 (10,491) 5,172 527 1,027 50,397
"Cash" Expenses

Member Expense Allowance 11,965 9,022 1,582 (390) (24) 22,155

Administrative Expenses 314 223 (20) (65) 27 479

"Cash" Expenses 12,279 9,245 1,562 (455) 3 22,634

Net Operating Cash Flow (13,159) 29,328 (3,190) (319) 519 13,179

Projections for Calendar Year 2016

As indicated in the table below, there have been changes both to earned premium and the Combined
Operating Ratios (COR) between the Sep 30 2015 Outlook and the Aug 31 2016 Projection, the
latter of which includes the implementation of the 2015 Q3, Q4 and 2016 Q1 & Q2 valuations, with
the changes in operating result largely driven by the impact of the updated valuations on CORs.

Calendar Year 2016 Sep 30 2015 Outlook vs updated Aug 31 2016 Projection

Outlook Posted September 30, Updated Year-end Projection

2015
$000s Earn.ed Operating COR Earngd Operating COR
Premium Result Premium Result
Ontario 267,744 (186,736) 169.8% 267,184  (96,532) 136.2%
Alberta Grid 142,134 (1,661) 101.2% 133,341  (69,867) 152.5%
Alberta non-Grid 90,738  (28,438) 131.4% 90,839  (42,671) 146.9%
New Brunswick 10,674 (2,391) 122.4% 10,009 1,897 81.0%
Nova Scotia 14,562 (5,538) 138.1% 14,844 (4,513)  130.4%
TOTAL 525,852 (224,764) 142.8% 516,217 (211,686) 141.0%

In the first table on the next page, we attribute the overall $13.1 million operating result
improvement in our projection for calendar year 2016 to components:
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e $0.5 million deterioration to the change in earned premium (by multiplying the earned
premium change by [1 - COR]);

e $12.6 million improvement attributed to the change in COR (which is driven by changes in
nominal prior accident year claims liabilities, current accident year loss ratios, the next future

accident year loss ratio impact on premium liabilities, discount rates and margins, and
expenses).

Changes in Projections for Calendar Year 2016
Change Attributed to

Total Change (Updated Year-end ! Change Attributed to
S Earned Premium
Projection less Outlook) COR Change
Change
Earned Operating Earned  Operating Operating
$000s Premium Result COR Premium Result Result COR

Ontario (560) 90,204 (33.6%) (560) 391 89,813 (33.6%)

Alberta Grid (8,793) (68,206) 51.3% (8,793) 106 (68,312) 51.3%
Alberta non-Grid 101 (14,233)  15.5% 101 (32) (14,201)  15.5%
New Brunswick (665) 4,288 (41.4%) (665) 149 4,139 (41.4%)
Nova Scotia 282 1,025 (7.7%) 282 (107) 1,132 (7.7%)
TOTAL (9,635) 13,078 (1.8%) (9,635) 507 12,571 (1.8%)

Of the $13.1 million*? of operating result increase shown above, $54.0 million is directly related to
changes in the projection of claims incurred amounts as indicated in the following table, which is
further broken down into the changes in the current and prior accident years.

Changes in Claims Incurred Projections for Calendar Year 2016

X Current Accident Year Claims Prior Accident Year Claims Incurred

2016 Calendar Yr Claims Incurred Sm
Incurred Sm Sm
) ) Aug 312016 Sep 302015 Aug 312016 Sep 302015 Aug 312016 Sep 302015
Risk Sharing Pool o change o ha o change
Projection Outlook Projection Outlook Projection Outlook

Ontario 250.3 355.2  (104.9) 356.8 376.7 (19.9) (106.6) (21.5) (85.0)
Alberta Grid 151.2 102.1 49.1 116.4 109.6 6.8 34.9 (7.4) 42.3
Alberta Non-Grid 98.8 91.9 6.9 101.7 95.6 6.1 (3.0) (3.7) 0.8
New Brunswick 45 8.7 (4.2) 8.1 9.1 (1.1) (3.6) (0.4) 3.2)
Nova Scotia 13.8 14.6 (0.8) 15.2 15.3 (0.1) (1.5) (0.7) (0.7)
TOTAL 518.6 572.6 (54.0) 598.2 606.3 (8.1) (79.7) (33.8) (45.9)

Where our original projections of the 2016 CORs were above 100% (true for all RSPs), a lower
projected earned premium generates a favourable change in operating result (i.e. Ontario, Alberta
Grid, New Brunswick), whereas a higher projected earned premium generates an unfavourable
change in operating result (i.e. Alberta Non-Grid and Nova Scotia). While this seems to suggest that
“earned premium” drives results, this dynamic really reflects the view of earned premium as a proxy

for earned exposure to claims (i.e. it really reflects changes in earned vehicle transfers increasing or
decreasing).

12 Changes in the projection of the current accident year incurred are impacted by changes in earned premium, hence the
comparison to the overall change in operating result, rather than focusing on that component attributed to COR only.

Page 19 of 63



FACILITY Outlook to Calendar Year 2017
F Association Risk Sharing Pools

Based on August 2016 Operational Reports

What remains after adjusting for changes in earned premium is then due to changes in 2016 CORs.
As indicated in the preceding tables, updated projections show improving 2016 CORs in all RSPs
other than the two Alberta RSPs.

The key drivers of changes in COR are the selected ultimate loss ratios and the discount rates,
updated with each valuation'®*. More information on the results of valuations and the associated
impacts are available in the Actuarial Highlights for October 2015 (implementation of the 2015 Q3
valuation), March 2016 (implementation of the 2015 Q4 valuation), May 2016 (implementation of
the 2016 Q1 valuation) and August 2016 (implementation of the 2016 Q2 valuation).

Included in the valuation assumptions were updated selected discount rates, and the impact of any
changes are reflected in the claims incurred changes indicated in the table at the bottom of the prior
page. The selected discount rates have decreased from those selected with the 2015 Q2 valuation
(the basis for the 2016 Final Outlook), resulting in an increase in the actuarial liabilities and having
an unfavourable impact on the projected operating results for calendar year 2016, accounting for an
estimated $20.6 million of unfavourable operating result change overall (see table below). As there
have been no changes to margins for adverse deviations (MfADs) for investment return relative to
the 2016 Q2 valuation, there is no associated impact.

Estimated 2016 Operating Result Impact from Discount Rate Changes

Ontario 1.19% 0.68% -$15.2 million $0.0 million
Alberta Grid 0.93% 0.60% -$2.9 million $0.0 million
Alberta Non-Grid 0.97% 0.61% -$2.0 million $0.0 million
New Brunswick 0.90% 0.57% -$0.2 million $0.0 million
Nova Scotia 0.90% 0.56% -$0.3 million $0.0 million
TOTAL -$20.6 million $0.0 million

Source: Estimated from Interest Rate Sensitivity Tables found in the August 2016 Actuarial Highlights
*Interest Rate MfADs have not changed and remain at 25 basis points.

While the 2016 Q2 valuation did not result in any MfAD changes for investment returns, claims
development MfADs were updated at the RSP/coverage/accident half level, generally resulting in
declines in the MfADs selected, resulting in a decrease in the actuarial liabilities and having a
favourable impact on the projected operating results for calendar year 2016, accounting for an
estimated $17.7 million of favourable operating result change overall (see table at the top of the next

page).

3 Changes to selected margins for adverse deviation at a valuation would also have an impact on the results — however,
selected margins do not typically change with each valuation. Changes to margins did occur with the most recent
valuation and, in general, had an overall favourable impact.
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Estimated 2016 Operating Result Impact from Claims Development MfADs

Ee. Inpet
Ontario +$15.0 million
Alberta Grid +$0.8 million
Alberta Non-Grid +$0.5 million
New Brunswick +$0.5 million
Nova Scotia +$0.9 million
TOTAL +$17.7 million

Source: As found in the August 2016 Actuarial Highlights

Based on the two preceding tables, overall, the unfavourable impact due to the drop in the risk-free
yield curve (generating reduced interest rates used for discounting) is almost entirely offset by the
favourable impact of reduced margins for adverse claims development.

2.4  Outlook Purpose and Projection Uncertainty

This Outlook was prepared for the Member companies of Facility Association to assist them in
estimating their share of RSP results for planning purposes. It is not intended, nor is it necessarily
suitable, for any other purpose.

Unless specifically noted in this document, no explicit provision has been made for causes of loss
which are not already reflected in the historical data, nor for otherwise unforeseen changes to the
legal or economic environment in which claims are settled, including changes in the interpretation of
existing legislation or regulation on matters currently before the courts.

This Outlook is a projection of future events based on models and assumptions believed to be
realistic simplifications of the real world, but as simplifications, inherent uncertainty exists in
relation to how actual events will unfold relative to these projections. The user of this Outlook
should recognize that future Operating Results may deviate from these projections by material
amounts.

The historical loss ratios for the Ontario RSP (left chart at the top of the next page) provide a good
example of the potential cyclical volatility of the RSPs and the speed with which loss ratios can
deteriorate or improve between accident years. Dollar amount of volume changes are provided in
the right chart at the top of the next page.
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ONTARIO Accident Year Loss Ratios ONTARIO Accident Year Loss Amounts
@ Aug. 31, 2016 $millions @ Aug. 31, 2016
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2.5  Definitions and Presentation
Accounting Periods
» Calendar Year 2015: actual results for 12 months ending December 31, 2015.

» Calendar Year 2016: actual results for 8 months ending Aug 31, 2016, plus
projected results for 4 months ending December 31, 2016.

» Calendar Year 2017: projected results for 12 months ending December 31, 2017.
Definitions

» Claim Liabilities are made up of case reserves and provision for Incurred but not Recorded
claims amounts (“IBNR”).

» Premium Liabilities are made up of unearned premiums, and Premium Deficiency Reserves
or Deferred Policy Acquisition Costs (“DPAC”) as applicable.

> Policy Liabilities are comprised of claim liabilities and premium liabilities.

» Actuarial Present Value Adjustments include the recognition of the time value of money and
includes explicit provisions for adverse deviations (“PFAD”) as applicable.

» Actuarial Provisions encompass all claim liabili