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Celebrating One Year of Ovation”

Insurance as sophisticated as your high net worth clientele

Your high net worth customers know time is a valuable commodity. That's why Ovation from Aviva
is committed to delivering fast, hassle-free claims service that preserves the lifestyles of your distinct
customers — and drives your competitive advantage in the marketplace.

We'd like to thank you — our broker partners — for embracing Ovation and delivering its innovative
protection to your most valuable clientele.

Ovation is coming soon to all provinces, and is now available in Ontario, Alberta and British Columbia.
Talk to your Account Executive to find out more.
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*Aviva and the Aviva logo are trademarks used under license by the licensor. Ovation is a trademark of Aviva Canada Inc.
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For over 20 years you have trusted CARSTAR to provide
safe, high quality collision repairs with impeccable
customer service. Now you can expect the same from
our auto glass service. When you refer your customers
to CARSTAR, we know that they will thank you for it,
and we will offer the best value for you.
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Please contact Rick Yates at ryates@carstar.ca to
learn more about our Care Centre and auto glass
service.

200 stores in 10 provinces | carstar.ca

where accidents ‘u’rlhappen.

Auto glass

L CARSTAR

S COMPANIES Collision & Glass Service
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EDITORIAL

Beauty and the Beast

Be it ice, rain,
snow, wind or a
stubborn polar
vortex, these events
contribute to hefty
damages, insured
and not.

Angela Stelmakowich, Editor

astelmakowich@
canadianunderwriter.ca

10 Canadian Underwriter March 2014

Heavy snow in Japan that
closed many roads, choking
off the delivery of goods and
parts to about a half-dozen car
makers, recently prompted the
suspension of operations for
as long as several days.

Activity has since resumed,
but the event shows how less
dramatic events (compared to,
say, hurricanes and quakes)
can affect business and
personal operations.

In December, an ice storm
provided parts of Ontario with
its own bit of drama, before
the unwelcome show travelled
eastward into Atlantic Canada
to do the same.

The resulting twisted winter
wonderland — ice-cloaked
tree branches gorgeous up
close, but decidedly less
attractive as the view widened
to take in the damage —
will not rival Canada’s most
expensive natural disasters
in terms of insurable losses.

But it will certainly be
among the many events at
home and elsewhere in 2013
to leave a mark. Be it ice,
rain, snow, wind or a stubborn
polar vortex, these events
contribute to hefty damages,
both insured and not.

The ice storm, by one
estimate leaving $200 million
in claims in its wake, pushed
Canada’s 2013 insured losses
from severe weather beyond
the $3-billion mark. The
figure from the PSC-Canada
Service follows several years
when losses were plenty high
enough, each year in excess of
$1 billion.

The impact of weather-
related catastrophe costs
were hardly lost on insurers in

Canada, including a number
of big players that made
reference to severe weather’s
impact in their respective
financial results.

And Canada is not alone
in feeling the chill. In the
United States, for example,
the Insurance Information
Institute (I11) reports that
Property Claims Services at
Verisk Analytics estimated
insured losses from winter
storms this year to be more
than US$1.5 billion, with
about 175,000 claims paid
to policyholders to date.

This substantial hit
includes just two of the four
major winter storms so far.

Though the recent ice storm
in Ontario and eastward is
a smaller sister to the 1998
event, the holiday-season
assault nonetheless left many
cold and in the dark for days,
all while public services that
would normally be winding
down for the annual fill of
festivities scrambled to meet
rather pressing needs.

At the height of the storm,
Toronto Hydro reported that
about 300,000 customers
were without power.

By early January, claims
were already being received
because of falling ice, trees
and branches, as well as
flying debris, that damaged
homes and vehicles, sewer
back-up, frozen or busting
pipes, and fridge and freezer
losses. There were also some
business interruption claims.

The list south of the border
this winter is pretty much
the same, with Il noting
that insured losses relate to
property damage to homes

and buildings from roof
collapses, downed tree limbs
and power lines, and frozen
pipes bursting, along with
auto accidents.

Business interruption and
supply chain losses are also
being reported.

Here at home, Toronto city
officials estimated in early
January that it could cost
more than $75 million to
clean up the thousands of
downed tree limbs, and to
repair and maintain the tree
canopy, after the ice storm.
By late February, the Ontario
government noted it would
provide up to $190 million to
help municipalities that had
requested assistance pay for
clean-up and recovery.

Despite severe winter
weather causing heavy
property damage and
business interruption losses
in the U.S., A.M. Best reports
insurers there will be likely
to handle losses. “A.M. Best
expects national insurers
and reinsurers to have no
difficulty in bearing these
losses,” it notes.

“As often happens in
weather-related events, the
greatest proportional impact
may be on those insurers most
concentrated by geography
or line of business where the
weather took its greatest toll.”

The same is expected to
hold here at home.

But it cannot be ignored
that severe weather is leaving
its mark more harshly and
frequently of late, something
that will increasingly need to
be considered should another
event, perhaps one not as
easily absorbed, occurs. =—
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MARKETPLACE

Canadian
Market

IBC SUPPORTS PROPOSALS
FOR FLOOD INSURANCE
Ottawa’s promise to consult
with the insurance industry
on a “national approach to
residential flood insurance”
and start funding projects like
flood control infrastructure in
2015, has been well-received
by the Insurance Bureau of
Canada (IBC).

In the 2014-2015 federal
budget February 11, finance
minister Jim Flaherty noted
the federal government plans
to provide $200 million over
five years, beginning in 2015-
2016, to the National Disaster
Mitigation Program. This is in
addition to spending plans for
the upcoming fiscal year.

“This program will support
investments in structural
mitigation measures, such as
infrastructure to control floods
that can reduce the impact
of severe natural disasters,”
note the budget documents.
Ottawa also proposes it will
consult with the insurance
industry, provinces and
territories, and other stake-
holders to explore options
for a national approach to
residential flood insurance in
Canada and insurance issues
arising from natural disasters
more generally.

“This is the beginning of a
process,” Don Forgeron, IBC’s
president and chief execu-
tive officer, says in a press
release. “As the insurance
industry, we are concerned
with adaptation issues and
have invested extensively in
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helping Canadians. We want
governments at all levels,
the private sector, citizens
and community groups to
continue to come together on
these critical files.”

INTACT TO ACQUIRE P&C
INSURER IN NEWFOUNDLAND
Intact Financial Corporation
has signed a definitive share
purchase agreement to
acquire Newfoundland and
Labrador-based Metro General
Insurance Corporation
Limited.

Terms of the transaction
were not disclosed, but the
deal is expected to close later
in 2014 upon receipt of the
appropriate regulatory approv-
als, Intact Financial notes.

Metro General Insurance
Corporation is a privately
owned property and casualty
insurance company special-
izing in home, auto and
liability insurance. It operates
across Newfoundland and
Labrador and in rural Nova
Scotia through a network of
13 brokers.

COOKE CALLS DESJARDINS
ACQUISITION OF STATE
FARM A DISTRIBUTION PLAY
Desjardins Group’s ac-
quisition of the Canadian
operations of State Farm in
January is about more than
insurance, suggests George
Cooke, former chief executive
officer of The Dominion.

“It's going to be a play of
some kind around combining
financial services types of
products into one distribution
model,” Cooke, now presi-
dent of Martello Associates
Consulting, said during a pre-
sentation at the AudaVision

Toronto 2014 symposium,
hosted by Audatex Canada.

“One has to believe that
this is a distribution play
around financial services,
and what you will see coming
out of this, post-2015 when
the deal is complete and the
integration is somewhat under
way, is that infrastructure is
going to be used to sell more
than just auto insurance and
home insurance,” he said.

Cooke suggested that
consolidation will be one of
three of the most important
trends in the industry.

The Canadian businesses of
State Farm include property
and casualty, life insurance,
mutual fund, loan and living
benefits. Among other things,
Desjardins General Insurance
Group already provides auto,
property, pet, motorcycle and
recreational vehicle cover-
age in Ontario, Alberta and
Quebec; and owns Western
Financial Group Inc.

REGULATOR OKAYS NEW
YORK INSURER TO DIRECTLY
WRITE COMMERCIAL LINES
New York-based Starr Compa-
nies will begin directly writing
a variety of commercial lines
in Canada, after receiving
regulatory approval from the
Office of the Superintendent
of Financial Institutions.

A federal order has ap-
proved Starr Insurance &
Reinsurance Ltd., the com-
pany reported in February.

Starr Insurance has
established a branch office
in Toronto. It has already
received a number of pro-
vincial licences, including
most recently in Ontario, the
statement notes.

Risk

THIRD OF BUSINESSES
REPORT SUBJECT TO
ECONOMIC CRIME: PWC
More than one in three
Canadian respondents report
their businesses were subject
to economic crime, and more
than one in 10 of those note
that economic crime cost
their companies more than
$5 million, notes a report by
PricewaterhouseCoopers LLP.

The Canadian supplement
to its 2014 Global Economic
Crime Survey lists cyber-
crime as one of the top five
economic crimes, with 22%
of Canadian respondents re-
porting their firms had been
victims. “We have to also
consider that a significant
percentage of those who did
not report cybercrime may
have suffered an event —
and not even know about it,”
says Steven Henderson, PwC
Canada’s national forensic
services leader. “The bottom
line is that much of the
damage created by these
attacks is not disclosed.”

Fifty-eight percent of
Canadian respondents who
were victims of economic
crime reported they had been
subject to asset misappro-
priation, one in three cited
procurement fraud and 14%
noted experiencing bribery
or corruption.

“It is critical for Canadian
companies to ensure they as-
sess their current bribery and
corruption risk, and imple-
ment a robust anti-bribery
and corruption compliance
program to address these
risks,” Henderson advises.
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MOBILE DEVICES VIEWED AS
TOP THREAT IN IT SECURITY
IT security professionals are
most concerned about their
ability to defend against cyber
threats from mobile devices,
notes new survey results from
CyberEdge Group.

Approximately 750 security
decision-makers and practi-
tioners in North America and
Europe were asked to rank
their ability to defend against
cyber threats across various
platforms, with 1 being the low-
est and 5 the highest. Mobile
devices, at 2.77, received the
lowest marks, followed by
laptops, at 2.92, and social
media applications, at 2.93.
Virtual servers, at 3.64, and
physical servers, at 3.63, were
deemed most secure.

More than 60% reported
being breached in 2013; that
figure dropped to about 40%
when asked if they expected
another breach in 2014.

MINING URGED NOT TO CUT
COSTS AT EXPENSE OF RISK
MANAGEMENT: WILLIS
Mining companies looking to
lay the foundation for long-
term business growth through
cost-cutting measures would be
well-advised not to do so at the
expense of risk management,
cautions a new report from
Willis Group Holdings.

Mining Risk Review 2014
warns companies not to
be tempted to cut back on
risk management outlays to
achieve cost reductions. “This
could be fundamentally self-
defeating as the costs saved
are marginal, but leave poten-
tially enormous exposures.”

Behavioural traits that make

a mining company resilient
include a well-defined system
approach to managing the busi-
ness, with clear key principles
— including policy, commit-
ment and leadership; planning;
and measurement and evalu-
ation — that permeate the
company top to bottom.

Claims

INSURED LOSSES THIS
WINTER LIKELY AMONG THE
FIVE COSTLIEST SINCE 1980
Insured losses from winter
storms in the United States
this year top $1.5 billion so
far, the Insurance Information
Institute (111) reports.

That estimate, from Property
Claims Services (PCS) at Verisk
Analytics, is based on events
from January 1 to February
21, with more than 175,000
claims paid to policyholders
south of the border. The figures
also include only two of four
major winter storms to date,
notes the |1l statement.

Losses come from property
damage to homes and buildings
from roof collapses, downed
tree limbs and power lines,
frozen pipes bursting, and auto
accidents. Business interrup-
tion and supply chain losses
have also been experienced.

PCS figures show that from
1993 to 2012, winter storms
caused roughly $28 billion in
insured catastrophe losses (in
2012 dollars), or $1.4 billion
annually on average, it adds.

Although this winter will
likely be among the top five
costliest for insured losses
since 1980, losses are still
within what has been planned
for by insurers, Il notes.

Technology
WEB TOOL FROM CAA SEEKS
TO HELP SENIORS DRIVE
MORE SAFELY
CAA South Central Ontario
launched a new web tool on
the Canadian Automobile
Association website in
mid-February meant to help
senior citizens drive safely.
CAA South Central Ontario
notes the tool offers assess-
ment instruments to pinpoint
areas of improvement, interac-
tive infographics to show
common physical changes that
influence driving, and videos
containing tips for managing
challenging driving conditions.
The web tool offers an
interactive online assess-
ment. The assessment helps
to test conditions such as leg
strength and mobility, vision
and reaction times.

POSITIVE EXPERIENCES FOR
DIGITAL INTERACTIONS WITH
INSURERS NOT HIGH
Customers worldwide “do not
report a high rate of positive
experience” when interacting
with insurance carriers through
“digital channels,” suggests a
report released in February by
New York City-based Capgemi-
ni and Paris-based Efma.

The World Insurance Report
2014 looks at the financial
performance of insurers in
various countries, and how
customers perceive the quality
of their interactions with carri-
ers. More than 15,500 people
were surveyed in 30 markets.

With regard to how custom-
ers perceive the quality of
their service interactions for
different products, different

channels and at different
stages of the life cycle, in
Canada, the score dropped
from 74.1 in 2012 to 73.7
in 2013. The global average
score was 67.5in 2012 and
69.4 in 2013.

Across the 30 markets, the
highest rate of positive expe-
rience was through the agent
channel. “Despite growing
demand for digital channels,
customers do not report a
high rate of positive experi-
ence when using them.”

Reinsurance

DISASTERS CAUSED $40 B
IN INSURED LOSSES IN
2013: GUY CARPENTER

Guy Carpenter reports that
natural and man-made
disasters caused insured
losses of about $40 billion in
2013, well below the 10-year
average of $60 billion.

“Last year will likely be
known as the ‘year of the
flood,” with significant global
flood events affecting Central
Europe, Australia, Canada
and the United States,”
Julian Alovisi, vice president
at Guy Carpenter, comments.

Among other events, Guy
Carpenter notes that severe
flooding in Southern Alberta
(causing insured losses of
$2 billion) and flash flooding
in the Greater Toronto Area
meant Canada experienced
its most expensive insured
catastrophe loss year on record.

The man-made disasters
included a major fire at a
microchip factory in China,
with reported costs to the
reinsurance sector of about
$1.3 billion. =
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At the Crossroads

Angela Stelmakowich
Editor

Bev Duthoit and
Valerie Barber,
co-chairs of the
2014 RIMS
Canada Conference,
say a changing
risk landscape

IS now simply a
business reality.

Changes are afoot in risk
management — changes in
the role risk managers play,
changes in the understanding
they need and changes
in the ever-expanding,
ever-evolving risk landscape.
“We consider changing
landscapes to be a business
reality in our global market-
place, whether it is techno-
logical changes, regulatory,
environmental, social or eco-
nomic,” says Bev Duthoit,
director of corporate insur-
ance and claims at Manitoba
Telecom Services Inc., and
co-chair of the 2014 RIMS
Canada Conference, the
theme of which is Crossroads.
The theme is not only
reflective of the changing risk
landscape, but also of the
city in which the event takes
place this September.
Winnipeg, at the centre of
Canada, is positioned as one
of the strongest economies in
Canada, notes Valerie Barber,
manager of agency claims
and loss prevention for the
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Province of Manitoba, and
conference co-chair.

But the city is no stranger
to risk and its related impact.
Its history is ripe with a
concern on many risk radars
today — flooding.

Consider the Red River
Floodway — so-called Duff’s
Ditch, spearheaded by former
Manitoba Premier Charles
Dufferin Roblin — which,
after the devastating 1950
flood, was constructed from
1962 to 1968. Overall, re-
ports the Red River Floodway
Expansion Project, the flood
caused about $125 million
in damages (estimated at
$1 billion in today’s figures).

Since first used in 1969,
the floodway — which during
flood periods, diverts part
of Red River’s flow around
Winnipeg to the east before
discharging back into the river
— has been operated more
than 20 times and prevented
over $10 billion in flood
damages, the project reports.

“| think Winnipeg can be
looked to as the model for
flood protection of a major
city,” suggests Duthoit, a past
president of the Manitoba
RIMS Chapter, who has also
served as secretary, treasurer
and board member.

CHANGING NOW

But it is not just about now;
it is also about looking to —
and being prepared for — the
future. “We want to deal with
issues that are happening
now, as well as looking to the

future to see what’s coming
down the pipe that all of us
are going to have to deal with
at some point,” Duthoit says
of conference offerings.

Changes will include
shortening some sessions to
ensure that delegates have
more choice, allowing them
to supplement or enhance
their existing knowledge.

A very short list of issues
risk managers are expected to
face in future includes those
related to technology, storing

Changes will
include shortening
some sessions

to ensure that
delegates have
more choice,
allowing them

to supplement

or enhance their
existing knowledge.

information in the cloud and
the geopolitical climate.
Citing the last issue, “that
can create huge impacts, es-
pecially to your supply chain
management,” notes Barber,
past RIMS Manitoba Chapter
president, who has also held
positions as secretary,
treasurer and vice president.
Then, of course, there is
the issue of climate change
and severe weather. “Across
Canada, the winter that we've
had this year is creating all

kinds of issues not only from
a claims perspective with the
property damages, but also
how do you deal with that?
How are you managing it?”
Barber asks, adding that the
implications are far-reaching.

“Climate change is actually
a big one that shows real-time
effects,” Duthoit notes.

“We have to deal with the
climate that we have now,
but we also have to prepare
and try and understand what
the predictions are for what's
going to be down the road
five, 10 or 25 years. If you're
building a new building, you
need to consider whether
you're all of sudden going
to be in a floodplain, even
though you weren’t in a
floodplain 25 years ago.”

CHANGING ROLES
These changes are influencing
risk management generally,
but also more specifically the
role that risk managers are
expected to play now and in
the future. “The demands on
a risk manager are ever-in-
creasing,” Duthoit suggests.

With regard to changing
risks around technology, for
example, a risk manager “has
to understand the IT world,
the whole focus of storing
information in the cloud and
the implications that has to
each and every business that
wants to consider that as an
option,” she points out.

“You have to know a little
bit more about a lot more
things,” Barber offers.
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“Originally, a lot of the
focus (of risk managers) was
working on the insurance
program for the corporation
or managing claims,” Duthoit
reports. “But the business
of running an organization
requires looking strategically
at the whole organization and
how things are happening.
Typically, that’s done by the
C-suite of the organization,
but | think the risk manage-
ment position has developed a
lot more in terms of support-
ing the executive by sharing
information they come across
in their daily jobs.”

The risk manager has to
keep an open mind, be
flexible and “be able to adapt
to new ways of thinking about
risks, as well as managing
them,” she says. Barber
concurs, adding that it is not
only important to be current
and engaged, but also to not

be afraid to ask questions.
Events that afford network-
ing opportunities allow risk
managers to build a base of
individuals whose expertise
can be tapped, she suggests.
“Know what you know, and
know what you don’t know.”

CHANGING DUTIES
Handling the very big task
of serving as conference
co-chairs has been welcomed
by Duthoit and Barber. The
job has been made somewhat
easier because, having known
one another for some time,
the two work well together
and share a common vision.
Duthoit and Barber have
also been served by past
experience — paying and not.
Duthoit, who graduated with
a commerce honours degree,
began at Aon Reed Stenhouse
as a property marketing
broker in the early 1980s.

While there, she worked in
marketing, surety and account
management. “That, in my
opinion, is the best way to
learn a lot about insurance
and the insurance business.”
Duthoit — who holds CIP,
FCIP and Canadian Risk
Management (CRM) designa-
tions — joined what is now
MTS Allstream in the early
1990s, working first in its
finance group and later
moving back to insurance.
Barber would characterize
herself as having fallen into
the industry right after finish-
ing an accounting program at
Red River College. She began
with Canadian Pool Agencies
Limited/Pool Insurance
Company, a unique situation
that provided her an opportu-
nity to work for an insurance
agency and an insurance
company at the same time.
While there, she signed
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up for what is now the CIP,
obtaining her designation,
before moving on to inde-
pendent broker, Hayhurst
Elias Dudek Inc., as a claims
examiner in 1990 and
working her way up to claims
manager.

Barber, who among
others holds FIIC, CRM
and Canadian Institute of
Management designations,
joined the Manitoba govern-
ment in 1999.

“The thing I've taken away
from my positions with claims
is that it gives a unique per-
spective. It's an opportunity
to see what has gone wrong,
what you can prevent from
happening in the future, and
also what has worked.”

That perspective is also
welcome in risk manage-
ment. “The risk manager
can't know everything about
every process, every product,
every system within an orga-
nization, but their job is to
develop information networks
within an organization so that
they have an opportunity to
leverage all of the knowledge
out there and focus it into
what they’re looking to do,
which is basically manage
the risks of the organization,”
Duthoit says.

It is helpful if everyone
does their part, Barber says.
“ldeally, if everybody is a
risk manager within their
organization, you're more apt
to clue in more quickly as to
what it is that’s missing or
where the gaps are.” —
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usiness Case

Business risks are becoming
increasingly complex.
Canadian companies

must respond to growing
challenges by adopting
stronger internal controls,
Implementing a holistic
approach to risk management
and determining if business
continuity plans are robust
enough to adequately address
any major interruption.

Allianz Global Corporate & Specialty (AGCS)
recently announced the top business risks for
2014, and once again, natural catastrophes and
business interruption (BI)/supply chain top the
list of risks for Canadian companies. The third
annual Allianz Risk Barometer surveyed more than
400 corporate insurance experts — including
risk consultants, underwriters, senior managers
and claims experts — from 33 countries.

The Canadian survey included a dozen risk and
insurance professionals who work with over half
of the top 100 companies in Canada across all
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major industries and geographic regions.

The AGCS survey highlights the increasing com-
plexity of business risks, including a combination
of new technological-, economic- and regulato-
ry-related risks, potentially creating a systemic
threat for businesses. Canadian companies need
to respond to these growing challenges through
stronger internal controls, combined with a ho-
listic approach to risk management.

NATURAL CATASTROPHES DOMINATE

It is no surprise that natural catastrophes con-
tinue to dominate the top spot in business risks
for Canadian companies. The devastating floods
in Alberta last June cost insurers $1.74 billion
in damages, the Insurance Bureau of Canada has
reported. And barely a month later, Toronto ex-
perienced unprecedented flooding resulting in
insured losses of $940 million.

Globally, Swiss Re reports natural catastrophes
accounted for insured losses of approximately
$41 billion in 2013 and occupy the number two
spot on Allianz’s global risk barometer rankings
as more countries adjust to this new normal of
extreme weather patterns.

As the increase in the number of extreme
weather events around the globe demonstrates,
climate change is becoming more specific and
threatening. Many industry experts would likely
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agree more needs to be done in terms
of prevention, than to rebuild what has
been destroyed after each disaster.

The 10 most costly insured catastro-
phe losses during 2013 were all weather-
related events, which offers a stark re-
minder that volatile weather activity is
increasing around the world.

Allianz research shows that insur-
ers have paid out more than $75 bil-
lion for damages from extreme weather
events globally every year for the last
three years alone. In the 1980s, about
$16 billion a year was paid out for such
claims.

There are four key steps that busi-
nesses can implement now to be better
prepared for future extreme weather
events: update and test emergency pre-
paredness plans; review business contin-
gency plans; understand the company’s
insurance policy; and know what to
prepare for.

BUSINESS INTERRUPTION A
GROWING CONCERN

The second most frequently cited busi-
ness risk in 2014 for Canadian compa-
nies is business interruption and supply
chain losses, which account for around
50% to 70% of all insured property loss-
es, as much as $28 billion a year based
on 2013 data from AGCS. These risks
are ranked number one in the global
results, including in the United States,
where more than 60% of participants
identified them as the top business risk
in 2014.

Businesses in Canada are discovering
that supply chains are becoming increas-
ingly complex in a globalized world.
Any disruption — be it due to natural
catastrophes,  IT/telecommunication
outages, transportation issues, a suppli-
er’s bankruptcy or civil unrest — may
lead to a snowball effect that can be
devastating to their bottom lines.

Business continuity planning is critical
and should be part of any risk manager’s
supplier selection process. But it is no
longer enough to have transparency of
an organization’s most important sup-
pliers; it is also necessary to know how
they manage their own supply chains.

Today’s business continuity
plans must prepare for an
increasing range of risk
scenarios, which need

to reflect the sometimes
hidden knock-on effects.

It is critical that companies
review their business
continuity plans with their
insurance partners to
ensure they account for
different risk scenarios.

Today’s global supply chains work to
an ever-tighter set of interdependencies,
where “just-in-time” and “lean manu-
facturing” have become standard prac-
tices. This evolution — coupled with an
increasing trend among companies to
source globally and a rise in disruptive
natural catastrophes (often in those areas
where new supply capacity has been
developed) — has led to growth in BI
and contingent BI.

Supply chains have evolved over the
past two generations to become increas-
ingly complex. In addition to natural
catastrophes, they are also at risk from

other perils, like IT or telecommunica-
tions outages, transportation network
disruptions and civil unrest. As a result,
insurers are beginning to put much greater
weight on supply chain risk when under-
writing large industrial risks.

Business continuity planning should
be an integral part of any company’s pro-
curement and selection process. However,
without adequate data, it is not possible
to identify hotspots within a supply
chain. Therefore, data transparency be-
tween clients and insurers will become
an increasingly important part of any
supply chain analysis.

INTERCONNECTIVITY OF

RISK INCREASES

While there is a broader range of risks
in the 2014 results than in the past,
the survey revealed an increased inter-
connectivity and dependency of dif-
ferent risks. The global risk landscape
continues to evolve and is increasingly
complex due to the growing interde-
pendency of different industries and
processes. This, combined with inad-
equate internal processes, equates to an
increasing need for deployment of ho-
listic, state-of-the art risk management
and mitigation strategies.

Today’s business continuity plans must
prepare for an increasing range of risk
scenarios, which need to reflect the
sometimes hidden knock-on effects. For
example, a natural catastrophe can result
in BI, systems failure, power blackouts
and a host of other perils.

It is critical that companies review
their business continuity plans with
their insurance partners to ensure they
account for different risk scenarios that
reflect these hidden incidental effects.

EMERGING RISKS IN 2014

Cyber and loss of reputation issues were
identified as emerging risks on this
year’s risk barometer, as risk managers
worldwide are increasingly on red alert
about the threat that such fast-evolving,
high-tech perils pose. Cyber risk is
the biggest mover in this year’s global
results, making the top 10 for the first
time.
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And while cyber crime ranked as the
sixth business risk for North and South
America, it did not rank in the top 10
in the Canadian results. This may be be-
cause the Canadian authorities have not
yet implemented the same requirements
for companies to have cyber risk cover-
age as other countries have in place.
Allianz expects this to change over the
coming months.

Amid rising cyber criminality, IT se-
curity is not enough. A comprehensive
set of information and network secu-
rity policies and procedures backed by
the board of directors is essential. They
also need to be properly implemented,
tested and updated on a regular basis to
ensure that the risk management ap-
proach is adequate.

RISKS VARY BY INDUSTRY
On a global basis, the 2014 barometer
identified some interesting findings on
how different industries view business.
e For the manufacturing sector, BI and
supply risk is comfortably the major
concern, with supply chain in particu-
lar deemed to be difficult for manufac-
turers to manage as a result of global
demands for raw materials and compe-
tition.
* Legislative change is the top risk in
the power and utilities sector, with
BI/supply chain risk second and pow-
er blackouts third. The risk posed by
the latter is increasing. Major power
outages in the U.S. caused by weather
increased from five to 20 each year dur-
ing the mid-1990s, to 50 to 135 each
year during the past five years. Power
quality and blackout issues in the U.S.
now cost industrial and commercial
companies $132 billion to $209 billion.
After natural catastrophes, theft, fraud
and corruption are the second major

concern for the marine and shipping
sector. Theft is also a major concern in
the transportation sector, with Allianz
experts noting that many companies
are aware of incidences of internal
fraud being perpetrated by staff, but
are unsure how to solve or mitigate
this issue.

* For the financial services sector, chang-
es in regulation and legislation remain
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the top concern, reflecting increasing
supervisory intervention around the
globe following the financial crisis.
Cyber crime was also identified as a
fast-emerging risk in the sector.

FOREWARNED IS FOREARMED

Now that it is clear what risks are keep-
ing Canadian executives up at night, what
can be done about them?

One of the most crucial first steps is
to partner with an insurer with superior
capacity who can assess every aspect of
an organization’s risk exposure. Many
carriers have engineers on staff to pro-
vide co-ordinated risk surveys and advi-
sory services to match the requirements
of the client.

Understanding the intent of the pol-
icy is a critical and often overlooked
step. During the recent floods in Alber-
ta, many companies assumed that they
were covered for flood damage when,
in fact, they were not. It is essential to
really understand the intent of the poli-
cy wording and what is covered.

Having tested business contingency
and vendor management plans in place
can prevent many of the typical prob-
lems a company faces during a crisis.
How will the business operate if em-
ployees cannot get to the office? Is it
known where back-up suppliers are lo-
cated if primary suppliers cannot deliver?

When Thailand was devastated by
floods last year, many companies discov-
ered too late that their back-up suppli-
ers were located in the same region as
their primary suppliers. This type of un-
welcome surprise can easily be avoided
with rigorous planning and testing.

Canadian executives need to ask
themselves if their business continuity
plans are robust enough to adequately
deal with any kind of major business
interruption. As has been seen all too
often recently, events outside of Canada
can greatly impact companies here.

It all comes down to this: success in
managing external risks is intrinsically
linked to the quality of a business’s in-
ternal risk management. —
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A mix of environmental,
economic and sociological
pieces make up a costly
puzzle when it comes to
water damage risk and the
potential effect on Canadian
property insurance pricing.

When one peril accounts for at least 40% of all
home insurance claims, and the average claim
for that peril has risen by well over 100% over
10 years, actuaries tend to focus attention on the
problem and work towards a viable solution. The
problem? Water damage.

The chart on page 21, based on a presentation
by the Insurance Bureau of Canada (IBC), looks
at Québec personal property claims and helps
illustrate the issue.

The expensive impact of water on Canadian
homes and businesses was the subject of a re-
cent Canadian Institute of Actuaries (CIA) report,
Water Damage Risk and Canadian Property Insurance Pricing,
available at http://www.cia-ica.ca/docs/default-
source/2014/214020e.pdf.

Water has replaced fire and theft as the larg-
est source of claims costs to Canada’s property
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and casualty insurers. Systematic under-pricing
of water damage risk can have a negative impact
on the profitability of insurers, and can lead to
underwriting decisions that make it more dif-
ficult for consumers to purchase personal and
commercial property coverage.

FACTORS TO CONSIDER
Looking back may be less helpful in a changing environ-
ment — Currently, actuaries start with historical
claims and adjust them for inflation in order to
form the basis for the premiums to be charged.
However, the report — which was produced
by consulting firm KPMG and involved a litera-
ture review, plus questionnaires sent to actuaries,
claims professionals, underwriters, regulators and
catastrophe modelling firms — found that there
are many reasons to believe that historical claims
may no longer be predictive of future claims,
such as the following:
* climate change;
* aging and inadequate infrastructure;
* lifestyle changes;
¢ construction-related issues; and
* human behaviour.
Most interviewed actuarial pricing practitio-
ners believe that there is currently too great a
reliance on past experience. While historical
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claims still include useful information,
property and casualty actuaries would
like to have access to more reliable ex-
ternal data.

Specifically, actuaries are seeking in-
formation on how to adjust historical
claims for the effect of weather changes,
aging or inadequate infrastructure and
lifestyle changes.

Climate change — Across Canada, annu-
al mean precipitation has increased by
about 12% over the past 50 years. There
is evidence that the number of days of
heavy precipitation has increased by
1.8 days nationally, a statistically sig-
nificant change. The increases in these
two important factors could be causes
of increasing water damage loss for the
industry.

Aging and inadequate infrastructure — Over
the last 15 years, the lion’s share of
infrastructure investment was for new
construction, while renovation and res-
toration work represented a small slice
of the available resources. For example,
new construction consistently took up
about 80% of investment budgets for
highways and roads, leaving just 20%
for renovating the road network.

Renovations are required not only for
visible assets such as roads and bridges,
but also for hidden ones like sewer and
wastewater systems. A mix of allowing the
deterioration of these assets — through
a combination of aging and being op-
erated beyond their planned design life
— and not investing in boosting their

capacity may increase water damage
risk in the event of system failure. When
sewers back up, for example, basements
will flood.

The responsibility for sanitary and storm
sewers rests with municipal govern-
ments. However, funding for upgrading
or expanding current sewer systems is
a matter of joint partnership between
the various levels of governments and,
sometimes, the private sector.

In Canada, the value of the gross stock
of sanitary and storm sewers was the
second largest public asset after high-
ways and roads. This stock has been
growing at an average annual rate of
1.0% since 2001. However, despite this
increase, the average age also continued
to climb, reaching its all-time high of
18 years in 2006.

The federal government’s Economic
Action Plan 2013 proposes to provide
federal support of more than $53 bil-
lion, including over $47 billion in new
funding over 10 years, starting in 2014-
2015, for provincial, territorial and
municipal infrastructure projects.

The plan provides interesting details
of where the money will be spent, but
does not provide any evidence that water
collectors and sewer systems will be a
priority. This investment seems particu-
larly important to mitigate water damage
risk following the occurrence of major
events such as the Alberta and Toronto
floods of 2013. Also, people should re-
member that another major flooding

event happened in 2005 in Toronto.

Interestingly, in its recent budget, the
federal government announced a plan
to provide $200 million over five years
starting in 2015-2016.

“This program will support invest-
ments in structural mitigation measures,
such as infrastructure to control floods
that can reduce the impact of severe
natural disasters,” notes The Road to Balance:
Creating Jobs and Opportunities.

A Calgary Herald article the day after the
budget reported, “Alberta Finance Min-
ister Doug Horner welcomed Ottawa’s
interest in examining national flood in-
surance, but questioned whether enough
infrastructure dollars are set to flow the
province’s way.”

And a Canadian Press story on February
14 noted municipalities are working
on their requests for federal infrastruc-
ture funds. The story quotes Daorcey Le
Bray, a spokesperson for Calgary mayor
Naheed Nenshi, as noting in an e-mail,
“The province and the federal govern-
ment both have roles to play in fund-
ing the capital needs of cities. Property
tax, alone, doesn’t even come close to
paying for the infrastructure needs of
growing cities (or the maintenance of
older cities).”

Will federal funding be sufficient to
solve both overland flooding issues and
water damage claims arising from ur-
ban flooding such as sewer back-up?
Time will tell.

Lifestyle changes — These include, but
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are not limited to, the following:

* an increased number of people living
in condominiums;

* an increased number of finished base-
ments;

* extended periods of time away from
home; and

* residents’ busy lives, and their atti-
tudes towards prevention.

* Condominiums — There has been tre-
mendous growth in the number
of condominium developments
in Western Canada and Ontario,
particularly in the Greater Toronto
Area. Beyond water damage due
to issues with the exterior shell of
these buildings, rather than having
laundry facilities in the basements
of these building, many offer in-
suite laundry rooms. As well, dish-
washers are now common in units.
A rupture in a pipe, water seepage
or a mechanical malfunction with
a machine in one unit can cause
serious and costly problems in neigh-
bouring units.

Basement use — In the past, most

homeowners used their basements
for storage and laundry facilities.
This practice has changed signifi-
cantly over time, and not in a posi-
tive way from the perspective of
water damage claims. Families are
increasingly using basements as
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entertainment centres, with expen-
sive furnishings and electronics.
As well, basements are often used
as rental space, and contain all of
the renters’ belongings and appli-
ances. Such usage can increase the
frequency and severity of claims.

e Time away from home — Another
lifestyle change is that people are
spending more time away from
home. Increasingly, burst pipes and
the resultant seepage are not no-
ticed, and, therefore, not repaired,
close to the time of their occur-
rence.

Busy lives — The last lifestyle change
reviewed is a result of increasingly
busy lives. Loss prevention and house-
hold maintenance are not seen as
high priorities. One study reported
that “Internet outage and burned-
out light bulbs are fixed more im-
mediately than a leaky faucet or
broken pipe.”

Construction-related issues — The CIA re-
port discusses the rapid pace of construc-
tion, the age and quality of construction
and building codes. Some organizations
are calling for changes to the National
Building Code, supporting the idea that it
needs higher standards.

In terms of reducing water damage
claims, the Institute for Castastrophic
Loss Reduction notes in the report, Urban

Flooding in Canadg, that the changes could
include “clarifying requirements for lot
grading around homes, requiring back-
up systems for sump pumps, clarifying
requirements related to connection of
foundation drainage to sanitary sewer
systems and restricting use of manual
devices that are designed to reduce the
risk of sewer back-up.”

GOOD PRACTICES

The research paper also identifies six
good practices for property and casualty
insurers to follow. It recognizes that in
some circumstances a best practice has
not yet evolved, and “good practices”
leave room for improved approaches
and methods to be integrated.

These include furthering the mutu-
ally beneficial partnership between the
industry and cities on IBC’s Municipal
Risk Assessment Tool (MRAT), identify-
ing and accessing the data required for
pricing, and keeping a watchful eye on
the development of emerging comput-
er models that would help quantify the
risk of water damage.

Some actuaries put a lot of hope on
MRAT. This web-based tool allows users
to assess the impact of severe weather
on urban drainage systems, including
the risk level and obtaining a fairly pre-
cise location of potential infrastructure
failure. They are looking to use the tool
as soon as it becomes available to im-
prove their projection accuracy on the
water damage risk impact.

FINALLY...

The CIA report explores what has be-
come an increasingly serious problem
for the property and casualty insurance
industry, Canadians and governments,
and was designed to collect creative ideas
that may lead to solutions.

These suggestions came from a vari-
ety of sources, some deeply scientific
and others not. Some are revolutionary
and others build on processes and in-
formation currently in play within the
industry.

The hope is that readers’ curiosity has
been piqued, and that a flow of differ-
ent sources and approaches emerge from
sharing this information. =—
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Policy Wording

ules

A recent ruling by the Court of Appeal for Ontario found that, without
appropriate policy language, an excess insurer is not required to equitably
contribute to defence costs. By reiterating that policy wording will
govern an excess insurer’'s defence obligation, the decision reaffirms the
parties’ ability to bargain and to rely on the terms of the policy.

Michael
Teitelbaum
Partner,

Hughes Amys

The November 2013 decision, ACE INA Insurance
v. Associated Electric & Gas Insurance Limited, reiterates
and reaffirms the Court of Appeal for Ontario’s
previous decisions on the obligation of an excess
insurer to contribute equitably to defence costs.
The court upheld the application judge’s rul-
ing that the obligation arises from the particular
wording of the policy.

FACTS

An explosion occurred in the electrical vault of a
high-rise apartment building in Toronto on July
20, 2008.Two transformers inside the vault were
owned and operated by Toronto Hydro Corpo-
ration. Five civil actions were commenced fol-
lowing the explosion and the ensuing fire for
personal injuries and property damage.

ACE INA Insurance is Toronto Hydro’s pri-
mary insurer under a comprehensive general
liability policy, with limits of $1 million per
occurrence. Associated Electric & Gas Insurance
Services Limited (AEGIS) is the utility’s excess
liability insurer, with a limit of $45 million in
excess of the primary policy. It is expected that
damages will exceed the coverage of the prima-
ry insurer if Toronto Hydro is found to be liable
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for the fire, and the excess insurance coverage
through AEGIS will be triggered.

The terms of the primary and excess insur-
ance policies were intentionally quite different.
The primary policy contains a “duty to defend”
clause and includes unlimited defence costs,
which do not detract from the policy limit.

In comparison, the excess insurance policy
does not contain a “duty to defend” clause,
and the defence costs, which are only payable
where there are no other valid and collectible
insurance policies responsible, erode the policy
limit.

PARTIES’ POSITIONS

Although ACE acknowledged that AEGIS does
not have a duty to defend within the terms of
its policy, it submitted that based on equitable
contribution, AEGIS did have a duty to contrib-
ute to the defence costs of the action.

ACE’s position was that AEGIS will be respon-
sible for the vast majority of the ultimate li-
ability and, therefore, should share the defence
costs. ACE requested that AEGIS pay 50% of
those costs, while also offering to give up con-
trol of the defence.
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AEGIS rejected ACE’s proposal on
the grounds that it is only responsi-
ble for defence costs once the limits
of the primary policy have been ex-
hausted.

DECISION AT FIRST INSTANCE

The application judge applied the Court
of Appeal’s decisions in Broadhurst & Ball
v. American Home Assurance Co., issued in
1990, and Alie v. Bertrand & Frére Construc-
tion Co., released in 2002. Equitable con-
tribution, based on these decisions, is
triggered when the primary and excess
policies cover the same risk.

The policies in the case at bar do not
cover the same risk and, consequently,
the doctrine of equitable contribution
does not apply. Moreover, the AEGIS
policy does not include a duty to de-
fend, which precludes the doctrine of
equitable contribution.

ISSUES ON APPEAL

The core issue on appeal was whether
or not the principle of equitable contri-
bution extends to cases like this, where
the policy of excess insurance does not
contain a duty to defend, and defence
costs erode the excess policy limit.

ACE relied on the doctrine of equita-
ble contribution, which contemplates
that insurance policies taken out on the
same risk do not allow double recovery
by the insured. Since the insured may
claim from either of the policies, but
not from both, the law requires that
both insurers contribute pro rata.

The 6th edition of E.R. Hardy Ivamy’s
General Principles of Insurance Law sets out
the fundamental principles concern-
ing insurers’ right of contribution, as
follows:

1. all the policies concerned must com-
prise the same subject matter;

2. all the policies must be effected against
the same peril;

3.all the policies must be effected by,
or on behalf of, the same assured;

4. all the policies must be in force at
the time of the loss;

5. all the policies must be legal contracts
of insurance; and

6.1no policy must contain any stipula-
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tion by which it is excluded from

contribution.

The Supreme Court of Canada has
previously stated the importance of
the insurers’ intention as evidenced
by the terms of their respective policies
in determining whether or not the
insurer has excluded liability for risk
covered by another policy. As such,
the proper means for determining in-
tention is through the express terms
of the policy.

The insurer may expressly limit its
liability in the policy by contracting
out of its obligation. General principles
of contract interpretation require that
the parties’ intentions must be deter-
mined. In these instances, the courts
must determine the insurers’ inten-
tions as evidenced by the terms of their
issued policies.

Where overlapping liability policies
cover the same risk, the insurers’ liability
will be found in their respective inten-
tions to limit liability vis-d-vis the insured.

Broadhurst & Ball was the first in a se-
ries of Ontario cases dealing with the
duty to defend between primary and
excess insurers. In Broadhurst & Ball, the
primary insurer was subrogated to the
insured’s right to compel the excess
insurer to contribute to defence costs.

The excess policy contained language
requiring the excess insurer to defend.
The Court of Appeal held that in the
circumstances, the principles of “eq-
uity and good conscience” required
the excess insurer to pay its fair share
of defence costs.

Since the excess insurer has greater
financial exposure than the primary
insurer, it would be unfair to require
the primary insurer to bear the entire
burden of defending the action.

In Alie, the Court of Appeal applied
Broadhurst & Ball while also highlighting
that the obligation to contribute to de-
fence costs flows from either the express
language of the policy or from a duty
to defend.

The prospect that a claim will sur-
pass the limits of the primary policy
is not sufficient to trigger a duty to de-
fend by the excess insurer.

THE APPEAL DECISION

The court found that based on the deci-
sions in Broadhurst & Ball, Alie and the 2001
decision, Trenton Cold Storage Ltd. v. St. Paul
Fire and Marine Insurance Co., the application
judge correctly applied the principle of
equitable contribution, which arises only
when insurance policies cover the same
risk. In the case at hand, the primary and
excess insurance policies did not cover
the same risk, and as such, the principle
did not apply.

The Court of Appeal indicates the
same risk is not covered because the
excess policy expressly excludes liabil-
ity for defence costs where it is covered
under another policy, and in that sense,
each insurer insured different risks. Ac-
cordingly, the liability for defence costs
did not overlap. The equitable princi-
ples are not applicable in this instance
as the parties have bargained for specif-
ic coverage in their respective policies.

In the result, the court dismissed the
appeal and given the language of the
AEGIS policy, it was not obliged to con-
tribute equitably to the defence costs.

COMMENT

The Court of Appeal for Ontario reiter-
ated the principle that the wording of
the policy will govern an excess insurer’s
defence obligation. The decision reaffirms
the parties’ ability to bargain and to rely
on the terms of the policy.

Further to the previous Court of Ap-
peal decisions, this ruling restates that
the policy language will govern the ob-
ligations as between insurers.

After Broadhurst & Ball, it was suggest-
ed that contribution towards defence
costs might flow as long as the excess
policy would be exposed. The Alie deci-
sion made it clear that this was not the
case, and ACE INA Insurance restates this.

In order for an excess insurer to be
responsible for contribution towards
defence costs, there must be concur-
rent coverage of the same risk and both
policies must provide for a defence
obligation.

Many thanks to Rebecca E. Udler, student-at-law
in Hughes Amys LLP’s Toronto office, for her excel-
lent assistance in the preparation of this article. —
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Preparing

for
Disaster

Understanding insurance
industry conditions today
can help Canada be better
prepared moving forward.
The cost of natural
disaster is rising as the
global risk landscape evolves.
Policy-makers must re-evaluate
how they mitigate the
financial impact of disasters.

As Canada’s property and casualty insurance
industry continues to deal with the aftermath of
last year’s extreme weather events, stakeholders
are also looking ahead to how Canada can adapt
to these more frequent and damaging natural
catastrophes.

The way forward is to first understand the
problem. To that end, Insurance Bureau of Cana-
da (IBC) recently published a research paper on
the economic and fiscal effects of natural disas-
ters. Drawing on evidence from more than 30
academic and research studies worldwide, the
paper shows insurance can lower the economic
and fiscal costs of natural disasters, transfer risk
from taxpayers and speed recovery.

IBC is currently sharing the paper with Cana-
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dian policy-makers in an effort to inform finan-
cial planning and risk management decisions in
the public and private sectors.

NUMBER OF DISASTERS,
COST PER EVENT INCREASING
In recent years, Canadians have experienced a
steady increase in the number of storms, floods,
droughts and other extreme weather events. In
fact, the average number of natural catastrophes
per year has risen 250% since the 1970s. At the
same time, populations and economic activity
continue to grow in vulnerable cities and regions.
The United Nations estimates that, by 2050,
almost 70% of the world’s population will re-
side in cities — many of which are located near
coasts, floodplains and fault lines at risk for
natural hazards. As a result, disasters now tend to
exact higher economic tolls. Indeed, the average
yearly economic cost of disasters has quadrupled
since the 1980s.

Illustration by Dave Whamond / www.threeinabox.com
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Here in Canada, these trends are
clearer than ever. The recent floods in
Southern Alberta and in the Greater
Toronto Area are a stark reminder of
the country’s vulnerability. The Alberta
floods were the costliest natural disas-
ter in Canadian history and the Toronto
floods were the costliest natural disaster
in Ontario’s history.

The question is not if large catastro-
phes will occur, but how extensive the
damage will be and whether we, as a
country, will be prepared.

LARGE DISASTERS HURT ECONOMIES
Large natural disasters have a negative
impact on economic outcomes. A typi-
cal disaster lowers gross domestic prod-
uct (GDP) growth by approximately one
percentage point and GDP by about 2%.

However, major catastrophes can have
even more pronounced effects. The 1995
Kobe earthquake, for instance, reduced
residents” GDP per capita by 13% over
the long term.

How quickly an economy rebounds
depends on the extent to which losses
are contained to avoid contagion to the
rest of the economy. After Hurricane
Katrina, for example, each dollar in direct
losses led to an additional 39 cents in
indirect losses.

Natural disasters can also negatively
affect public finances and debt sustain-
ability. When a catastrophe strikes, gov-
ernment finances are hurt two ways: tax
revenues drop as a result of a reduction
in economic activity, while at the same
time, public spending increases to pay
for emergency relief and reconstruction.

A recent World Bank study found that,
on average, disasters lower tax revenues
by 10% and raise government spending
by 15%, leading to a combined 25%
increase in budget deficits.

Governments in Canada are well-
aware of the fiscal damage wrought by
natural disasters. Over the last 40 years,
federal Disaster Financial Assistance
Arrangements (DFAA) have more than
quadrupled. Annual DFAA spending has
jumped from an average of $36 million
a year in the 1970s, to $166 million
annually in the 2000s, and well over
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A recent World Bank study
found, on average, disasters
lower tax revenues by 10%
and raise government
spending by 15%, leading to
a combined 25% increase
in budget deficits.

$1 billion a year in the first four years
of this decade.

The 2013 floods in Southern Alberta
and Toronto continue this trend. The
floods caused more than $6 billion in
damage, cost the federal government
$2.8 billion and raised the federal defi-
cit by approximately $2 billion. As the
frequency of severe weather increases,
the fiscal impact on Canadian govern-
ments will also grow.

THREE STEPS TO A MORE

RESILIENT CANADA

How can the country respond to the

growing threat of natural catastrophes

and strengthen Canada’s physical and
financial resilience to disaster risk?

1 The first step is comprehensive risk
assessment. To this end, actuarial
modelling by insurers is a vital
complement to traditional risk
assessments performed by natural
scientists, such as seismologists
and climatologists.

A recent example of compre-
hensive risk assessment is the ma-
jor study released by IBC this past
October on what a major earth-
quake could cost Canadians. The
study — conducted by leading
global catastrophe risk modelling
firm AIR Worldwide — revealed
that a realistically probable 1-in-
500-year earthquake could cost
Canadians $75 billion in Western
Canada and more than $60 billion
in Eastern Canada.

In both cases, as much as 85% of
total economic losses would not be
insured, leaving governments and
taxpayers to absorb an extremely
large financial burden at the worst

possible time. The findings put
Canadians in a better position to
discuss solutions for the way the
country prepares for the financial
impact of earthquakes.

A second step in mitigating disas-
ter risk is sound financial manage-
ment. The most effective action that
policy-makers can take is to enable
and encourage the transfer of di-
saster risk to the party best able to
manage it. This means making sure
that most disaster losses are in-
sured. Each dollar of disaster losses
paid by insurance is a dollar saved
by taxpayers.

Insurers have several advantages
in managing disaster risk efficient-
ly. They work with international
reinsurance and capital markets
to cheaply diversify risk across
different locations and investors.
They are experts in adjusting and
settling claims, which reduces the
time and administrative and trans-
action costs of post-disaster recon-
struction and recovery. And while
governments typically supply basic
relief after a disaster, insurers pro-
vide more complete loss compen-
sation, channelling funds to where
they are needed most.

Without adequate risk transfer
to the private insurance market,
there can be only two alterna-
tives. Either Canadians receive no
financial aid after a catastrophe, or
governments pick up the tab by
self-insuring, which is hardly an
efficient use of scarce public funds.
When governments self-insure, tax-
payers bear the full cost of disaster
exposure, government spending
is diverted from response and re-
covery to damage compensation,
economic growth suffers and pub-
lic finances are strained.

The third and final step toward
building disaster resilience is risk
reduction or mitigation.

Industry players know that risk
reduction works. In the United
States, for example, each $1 spent
to mitigate flood risk reduced fu-
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ture costs by as much as $4. Unfor-
tunately, implementing risk reduc-
tion measures is often hindered by
a lack of incentives and inertia.

Insurance encourages consum-
ers to reduce their risk — whether
through retrofitting their homes,
installing backwater valves or even
moving out of disaster-prone areas.

By contrast, government-funded
disaster relief provides no such
incentive. To the contrary, expecta-
tions that governments will fund
post-disaster reconstruction may
encourage Consumers
riskier choices, such as building a
home on a floodplain.

to make

HOW INSURANCE REDUCES

GOVERNMENT COSTS

Insurance is a fundamental tool for as-

sessing, managing and mitigating disas-

ter risk. It helps reduce the economic
impact of catastrophes in four ways:

1. It transfers risk away from taxpayers,
finances that risk more efficiently and
encourages consumers to plan ahead
to reduce their risk.

2. It allows governments to focus on
their core business, which frees up
public funds and speeds response
and recovery efforts.

3. It allocates reconstruction dollars to
properties and businesses that are
deemed worthy in that they were
valuable enough to insure in the
first place.

4. Tt quickly channels funds to the af-
fected parties, which limits supply
chain interruptions and leads to
faster reconstruction and the re-
sumption of economic activity.

The research into the relationship
between insurance take-up and the mac-
roeconomic impact of disasters is just
beginning. However, what is currently
available confirms that insurance mini-
mizes costs of natural disasters.

A comprehensive study from the Bank
for International Settlements looked at
almost 2,500 major natural disasters
between 1960 and 2011 in more than
200 jurisdictions.

It showed that the impact of natural
disasters is smaller in countries with
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high levels of insurance take-up.

Study authors found that macroeco-
nomic costs of disasters increase as a
result of uninsured losses, while insured
losses have little impact — even when

controlling for differences in the eco-
nomic development of countries.

It is critical that companies
review their business
continuity plans with their
insurance partners to
ensure they account for
different risk scenarios
that reflect hidden
knock-on effects.

The study also demonstrated insured
losses increase growth most strongly in
the three years following a catastrophe,
which is the average length of time for
insurance payouts. This suggests that
insurance speeds reconstruction efforts.

Reducing the macroeconomic cost of
disasters also improves government
balance sheets. Immediately after a disas-
ter, governments spend less on recon-
struction and relief. And in the medium

term, government tax revenues bounce
back more swiftly because of faster re-
covery.

A 2011 study by the World Bank
notes countries with lower insurance
take-up suffer larger drops in GDP and
larger deficit increases than countries
with higher insurance take-up.

The researchers concluded “the avail-
ability of insurance seems to dampen
the impact of disasters by taking some of
the losses and helping the government
to focus fiscal expenses on the remain-
ing un-hedged risks.”

The global risk landscape is evolving.
As severe weather increases and popu-
lations and economies cluster, the cost
of natural disasters will rise. In light of
these trends, policy-makers must re-
evaluate how they mitigate the financial
impact of disasters.

No country can escape the new nor-
mal of more frequent and damaging
natural catastrophes. As we saw with the
recent floods in Southern Alberta and
Toronto — which added about $2 bil-
lion to the federal deficit — these trends
are already hurting Canadians.

Canada should consider the dem-
onstrated benefits of insurance as the
country faces the coming storms. =—
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There have been great advances in the
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capability of home systems, everything from

smart appliances to back-up generators and medical
equipment. But no system is perfect. What is the best
option to protect against any related breakdowns?

Derrick Hughes
Vice President,
Reinsurance Assumed,
The Boiler Inspection
and Insurance
Company of Canada,
part of Munich Re

Systems that keep homes safe, comfortable and
efficient have become more complex, expensive
and prone to breakdown. With consumers seek-
ing to protect their new investments, insurance
that covers the cost of the breakdown of home
systems, appliances and electronics provides broad
coverage at a much lower cost than extended
warranties.

Energy costs, climate change and an aging
population are driving home systems today.
Appliances can now think, talk and network
to help save money on energy, reduce environ-
mental impact and make life easier.

That new washing machine can text a home-
owner when a washing cycle is over; a phone app
can remotely set the refrigerator to its energy-
saving vacation mode; and the dishwasher can
let a user know when it is time to run a cleaning
maintenance cycle.

The smart appliance market is forecast to grow
to US$34.9 billion in the United States alone by
2020, note figures released in early 2013 by Pike
Research, part of Navigant’s Energy Practice. This
amount compares to US$613 million in 2012.
Implications for the insurance industry include
increasing home values and heightened exposures.

Climate change and severe storms are encour-
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aging many people to install back-up genera-
tors, a new, expensive item that requires regular
maintenance and safe storage of fuel. The aging
population is also making its impact. Seniors
opting for in-home care now own medical equip-
ment that monitors blood pressure, promotes
circulation and delivers oxygen therapy. This
type of machinery is not only expensive, but is
equipped with sensitive electronics.

Sensitive electronic controls on appliances and
other equipment make them more vulnerable to
power surges and electrical breakdown. When
systems become interconnected, damage in one
machine can impact a home’s entire electrical
system. A furnace, boiler, air conditioning and
owned hot water heater are also subject to elec-
trical and mechanical breakdown.

The question is, what is the best way to cover
home systems breakdown?

FACTS TO CONSIDER

Typical property policies do not respond

to home systems breakdown

Property policies typically exclude loss or damage
caused by electrical and mechanical breakdown,
as well as the tearing apart, cracking, burning or
bulging of a steam or hot water heating system
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or an air-conditioning system.

For example, a gear box in a home
chair lift system suffers mechanical fail-
ure as a result of stress. Replacing the
gear box could cost $1,900, certainly a
hefty amount for any senior to pay. The
loss is 100% mechanical and not cov-
ered by a homeowner’s property policy.

Typical response of

manufacturers’ warranties

A manufacturer’s warranty — in essence,
its promise to stand behind its product
— is included free in a product’s pur-
chase price. Providing repair and/or
maintenance for a limited period, the
warranty will expire and typically is not
renewable. A so-called “limited warran-
ty” may cover only parts and require the
consumer to cover shipping.

EXTENDED WARRANTIES

An extended warranty covers an indi-
vidual product and is sold at the time

of product purchase. The separate and
additional cost of an extended warranty
distinguishes it from a manufacturer’s
warranty.

It is “excess” over the manufacturer’s
warranty, providing repair for a specific
period — for example, one, three or five
years. It is renewable for multiple years,
generally with material rate increases. A
typical extended warranty can be quite
expensive, at approximately 20% of the
product’s retail value.

SERVICE CONTRACTS
A service or maintenance contract, often
sold by a contractor, provides periodic
maintenance and necessary repairs for
specific equipment, such as heating, cool-
ing and plumbing. Only a limited range
of parts is covered, and a service contract
will not replace complete units if a part
is no longer available, or if equipment is
no longer repairable.

Warranties and service contracts will

Protecting Against Breakdown

Manufacturer’s Extended Warranty Sample Home Systems

Warranty Breakdown Insurance

Price - included in product - as much as 20% of the | - $25 to $100 annually
cost product’s retail value included in homeowner

policy premium, based
on the value of the home

purchased to cover

contract, a pre-defined
list of items found in
a home

Coverage - repair or replacement | - product defect; failure - direct damage caused by
of defective product to work as designed in sudden and accidental
or part normal service mechanical or electrical

breakdown to any

home system; repair or
replacement of damaged
covered equipment

Covered - the single item - the single item, or in - equipment that is part

equipment the warranty was the case of a service of the dwelling, private

structures and personal
property

Consequential
damages

- not covered

- not covered

- coverage is provided for
loss of use and spoilage

Restrictions
and limits

- does not have to be
a full warranty; may
be limited

- does not guarantee
a refund if product
is defective

- manufacturer may be
entitled to try to fix
the equipment first

- excludes elemental
perils

- does not cover the
entire unit

- does not cover repairs
resulting from misuse
or failure to properly
maintain

- no recourse if warranty
provider or administra-
tor goes out of business

- excludes perils under
homeowner policy

- defined policy limit

- sub-limits are provided
for additional living
expense and spoilage

Deductible or
service charge

- none

- may include a service
charge

- follows homeowner
policy deductible
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not cover consequential losses, such as
loss of use or spoilage; or human error,
such as faulty installation, operator error
or lack of maintenance.

HOME EQUIPMENT

BREAKDOWN INSURANCE

Another option is home equipment
breakdown insurance, which provides
broad coverage at a lower cost than pur-
chased warranties. Possible coverages
include direct damage caused by the
sudden or accidental mechanical or elec-
trical breakdown to any home system,
including heating, cooling, appliances
and electronics, regardless of the equip-
ment’s age.

Unlike warranties and service contracts,
the aforementioned damage caused by
human error is covered, as is loss of use
or additional living expenses if a home
becomes uninhabitable, and spoilage of
perishable foods resulting from refrig-
eration breakdown.

Some policies also pay efficiency in-
centives, as much as 150%, for upgrades
to systems that are more energy- and
water-efficient or that are environmen-
tally friendly.

Examples of possible losses for which
home equipment breakdown insurance
could offer protection include a fur-
nace’s broken fan/blower, which causes
damage to other parts of the furnace,
requiring that the whole unit be re-
placed. Or it may be an air-conditioning
compressor that, after operating in an
overheated condition for an extended
period, fails electrically and must be
replaced.

There may also be optional cover-
age for service lines. This pays for the
failure of a homeowner’s underground
water, sewage, heat, steam or power
service line.

Most homeowners are unaware that
they own the service lines running
from their dwelling to their property’s
boundary line, for example, outdoor
water and sewer piping; or that the cost
of repair or replacement of damaged
service lines is not covered by property
policies. It can cost thousands of dollars
to repair an underground sewer pipe
that collapses due to a tree root inva-
sion. =
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Weather Beaten?

Climate change is contributing to sealevel rise,
coupled with changing temperature and precipitation
patterns. This has Canadian municipal risk managers
grappling with challenges posed by more frequent and
more severe disasters, including flood and damaging

winds. While some officials focus on mitigation measures,
suchras improving drainage and building dikes, some
experts suggest the best approach is to discourage
development in high=risk areas, or at theyerylgg,
s == enlorce bulldlng standards thatredu.ce rigk
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Canadian municipal risk managers face
the challenge of dealing with the fallout from a variety of natural hazards, rang-
ing from floods to landslides and wildfires. And experts warn that the double
whammy of climate change and a projected rise in sea level is only going to
make these hazards more frequent and severe.

Academics studying urban planning contend that local officials can address
these challenges by restricting development, while some governments are either
contemplating or carrying out billions of dollars worth of major capital projects,
such as enlarging sewers, constructing and improving dikes and installing dry
ponds to collect excess rainwater. Some risk managers who work for municipali-
ties report their employers are looking to Ottawa for cash, in the wake of the
promise from the federal government, in February, of $200 million in disaster
mitigation funding.

“We have seen too much of this surface flooding,” says Roman Parzei, director
of revenue and risk management for the City of Brampton, northwest of Toronto.
“So going forward in terms of our infrastructure — especially when we have to
either replace it or emplace it in our new subdivisions — we have to realize that
maybe the size of the sewers we are putting in need to be enlarged,” Parzei says.

In Brampton, it is the urban landscape, not the rivers, that are the problem.

“The rivers are less of a threat than the urban flooding, which is the storm sew-
ers not being able to handle the extreme rains we’ve been having over the last few
years,” Parzei notes. “Most of the banks of our rivers have been transformed into
parkland, so even if we do have flooding, the rivers are going to overflow into
parkland. There are really very few structures that are affected by that,” he reports.
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Sometimes, however, there is simply
too much rainfall for areas not to be
affected. Consider July 8, 2013, when
the Toronto area received more rain in a
single day than the normal amount for
the entire month. The deluge, and sub-
sequent flooding, resulted in Canada’s
third most expensive disaster, when
measured by insured losses. That day,
more than 126 millimetres of rain fell at
Toronto-Pearson International Airport,
which is about 10 kilometres southeast
of downtown Brampton.

“It was basically over the roads,” Parzei
says of the rain July 8. Brampton’s storm
sewers were built for above-average rain-
fall “but they are not built for the kind of
extreme rains that have been happening
lately, and with all the pavement that we
put everywhere — driveways and roads
and parking lots — the water has no-
where else to go,” he points out.

NATIONAL DISASTER

MITIGATION PROGRAM

“In the end, you are basically going back
to the same well — the taxpayer,” says
Alain Normand, manager of Brampton’s
emergency management office. Asked
whether the City of Brampton plans to
seek funding from upper levels of gov-
ernment, Normand replies, “That’s the
$100 million question.”

The City of Edmonton is also weighing
whether or not to ask the federal gov-
ernment for some help on the flood-
ing challenge. “There were a couple of
funding strategies released in the latest
federal budget that the city is going
to avail itself of once the details come
out,” says Don Marshall, director of risk
management for the city, alluding to the
proposed National Disaster Mitigation
Program (NDMP).

That program was announced February
13 when the ruling Conservatives re-
leased the federal budget for the 2014-
2015 fiscal year. Under the NDMP, the
federal government is promising to
provide $200 million over five years,
starting in the 2015-2016 fiscal year.

“This program will support invest-
ments in structural mitigation mea-
sures, such as infrastructure to control
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floods that can reduce the impact of se-
vere natural disasters,” Ottawa promises
in the budget document. “The costs of
projects will be shared with provinces
and territories.”

In 2006, the City of Edmonton had
identified 43 zones at risk of flooding,
and approved $146 million for flood
prevention measures. “They are build-
ing things like dry ponds, for example,
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*“So going forward
in terms of our
infrastructure —
especiallywhen we have
to either replace itor
emplace itin our new
subdivisions — we have
to realize that maybe the
size of the sewers we are
putting in need to be
enlarged,” says the City
of Brampton’s
Roman Parzei.

so if there is excess surface water — if
you get these severe events — the water
goes into them,” Marshall reports. “The
water is released gradually after the
event, so you don't get the flooding.”

Marshall suggests the city witnessed
“quite a few sewer back-ups” in the
summer of 2013. As a result, city offi-
cials are “doing a more comprehensive
review right now just to see what else
they need to do” to deal with the prob-
lem, he adds. “Some of this work is go-
ing to cost a lot of money as well.”

The North Saskatchewan River —
which runs through Edmonton —
crests in the spring after severe weather
events, and overland flooding is “fairly
significant” in some of the city’s neigh-
bourhoods, Marshall points out, but
adds that the greatest concern in the city
is severe weather.

“Basically, the sewers were designed
years ago and we have found that, with
climate change, we get a lot more severe
events,” he reports. “They are in local-
ized areas, and quite often the sewers
cannot handle the sudden influx and
then you get a lot of sewer back-ups.”

All that water can bring about an ad-
ditional challenge for city officials: an
increase in subrogated claims from
property insurers.

“Three or four years ago, it was fairly
unusual for an insurer to put us on no-
tice, but that has become almost routine
now,” Marshall says. “After almost every
sewer back-up event, we typically get
three or four insurers that put us on no-
tice for their subrogated interests.”

RAINFALL UPS VULNERABILITY
Marshall believes climate change “has
made a difference” in the vulnerability
of Edmonton to natural hazards.

“Certainly the forecasting we are see-
ing for the Edmonton area over the next
50 years — it is going to get progres-
sively worse,” he says. “They are prog-
nosticating that the average mean tem-
perature will continue to rise and I am
anticipating that will create more prob-
lems as we progress.”

Similar predications are being made
for the Toronto area. The paper, Toronto’s
Future Weather and Climate Driver Study:
Outcomes Report, projects climate patterns
for the Toronto area in 2040-2049.
Prepared by SENES Consultants Ltd. and
commissioned by the City of Toronto’s
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environment office, the report was sub-
mitted to city council before the July 8,
2013 rainstorm. SENES included a chart
comparing actual weather in 2000-
2009 to the weather patterns projected
from 2040 through 2049. For example,
the maximum amount of rain in one
day, in 2000-2009, was 66 millimetres,
but that amount is projected to increase
to 166 millimetres by 2040-2049. The
average temperature is predicted to in-
crease by 4.4 degrees Celsius by 2040-
2049 in Toronto, while the maximum
hourly wind speed is predicted to drop
from 92 kilometres/hour to 48 km/h.

Despite the drop, wind is still an issue
on the radar of municipal risk managers.
“We are at the tail end of the Ontario tor-
nado alley,” Parzei says from Brampton.
An F4 tornado hit Barrie, north of
Toronto, on May 31, 1985, killing 12,
while a less severe tornado hit Vaughan,
also north of Toronto, on August 20,
2009. That day, Environment Canada re-
ported at least 18 tornadoes in Ontario.

“That was just right next door to us,”
Parzei says of the Vaughan tornado.
“Five minutes earlier and it would have
been in Brampton.”

And storms are becoming more se-
vere, he says. “The question becomes,
are we prepared to handle this stuff on
a more frequent basis?”

BILLION-DOLLAR PROBLEM

In Toronto, city officials are prepar-
ing to address the risk of more fre-
quent and severe weather. Ongoing
efforts include the Basement Flooding
Protection Program, which is meant to
improve the sewer system and over-
land drainage routes. The program in-
cludes a subsidy for homeowners “to
install flood protection devices, includ-
ing a backwater valve, a sump pump
and pipe severance and capping of the
home’s storm sewer or external weep-
ing tile connection.”

In its 10-year capital budget and
plan submitted to city council last
December, Toronto Water recommend-
ed that the city approve a total of $962
million in funding towards the pro-
gram over 10 years.
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“Retrofitting an area to accommodate
the higher level of storm drainage and
overland flow controls in existing, fully
developed areas present the most signif-
icant challenge in terms of cost, sched-
uling and disruption to the local com-
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“Basically, the sewers
were designed years ago
and we have found that,

with climate change,
we getalotmore severe

events,” reports Don

Marshall of the City of

Edmonton. “Theyare

in localized areas. and

quite often the sewers
cannot handle the
sudden influx and then
you get alotof sewer

back-ups.”

munities,” Toronto Water notes in its
analysis of its capital spending plan. “To
date, $91.0 million has been spent to
upgrade over 1,300 kilometres of storm
and sanitary sewers, build two surface
storage ponds, and build one under-
ground storm storage tank to meet the

enhanced level of service requirements
required under the Basement Flooding
Protection Program,” the analysis notes.

Adds Toronto Water, “Storm drainage
improvements are being made to pro-
vide protection from a 1-in-100-year
return frequency storm event, up from
the current 1-in-2 to 1-in-5-year re-
turn frequency storm... where feasible,
as part of the City’s Climate Change
Adaptation Strategy.”

$10-BILLION BILL

The “general opinion,” from “everyone
who studies natural hazards and climate
change,” is that natural hazards will be-
come more frequent and more severe,
says Mark Stevens, an assistant professor
at the University of British Columbia’s
school of community and regional plan-
ning. Stevens, a former municipal planner
from Oregon, currently studies govern-
ment land-use planning, growth man-
agement and natural hazard mitigation.

Stevens cautions that one projected
consequence of climate change will be
arise in sea levels, and one Canadian ur-
ban area facing this threat is Vancouver.

The cost of protecting Vancouver and
its suburbs is estimated in the billions.
In 2012, British Columbia’s Ministry
of Forests, Lands and Natural Resource
Operations published a report in which
it estimated the cost of providing flood
protection in the Fraser Delta, if the
sea level were to rise one metre by
2100, as predicted. Although the esti-
mate is slightly shy of $10 billion, Cost
of Adaptation: Sea Dikes & Alternative Strategies
only covered the area between the
Pacific Ocean and the Port Mann Bridge,
where the Trans-Canada Highway cross-
es the Fraser River, about 35 kilometres
east of downtown Vancouver. As such,
the estimate does not account for pro-
tecting parts of the City of Surrey up-
stream from the Port Mann Bridge, or
municipalities farther east.

The area downstream and west of the
Port Mann Bridge encompasses 250
kilometres of shoreline and dikes, and
the total estimated cost of flood protec-
tion is $9.47 billion, the report states.
Of that amount, $880 million would be
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required for structural flood protection,
$1.58 billion for property acquisition
and $3.25 billion to “achieve seismic
resilience,” it adds.

“The conclusions and costs are still
valid,” Neil Peters, British Columbia’s
provincial inspector of dikes, says of
the report. “There certainly have been
a number of new studies and initiatives
that have started since then, but we do
not have the conclusions and findings
from those yet.”

In an interview, Peters reports that the
province is “now doing a study on how
sea level rise would affect the Fraser
River flood levels upstream of Port
Mann Bridge.”

Dikes “have a long history of use
within the Fraser Valley and are the most
common form of structural flood pro-
tection,” notes The Cost of Adaptation: Sea
Dikes & Alternative Strategies. Both the up-
grading of existing dikes and construc-
tion of new dikes “are potential options
to protect against sea level rise,” the re-
port adds. Other options cited by the
study include retreating from or avoid-
ing certain areas.

“For coastal communities, sea level
rise is a permanent change and at this
point, it’s the planning implications that
are the most difficult,” Peters suggests.
“It’s not that immediately we are going
to have more serious floods, but it’s the
long-term planning implications that
are critical, in terms of future develop-
ment and how it is set out so that it can
be protected, so it can be sustainable. To
me that is the issue with sea level rise.”

The study estimates “deep soil mixing”
— meant to protect dikes in the event of
an earthquake — could cost $2.2 billion.
An earthquake, Peters suggests, could
cause a river bank to collapse.

“The seismic design involves im-
proving the ground under the location
where the dike is,” he explains. “This
cost actually relates to just a few of the
dikes where they are located right along
the river bank.”

But Peters warns that with climate
change, “it is fairly clear from the sci-
ence that there will be more flood po-
tential” from streams draining from the
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mountains into the Fraser River. “It is
not clear at all, at this point, what the
impact of climate change could be on
actual peak floods in the Fraser River
itself, because it’s such a large stream
and it drains such a complicated geog-
raphy,” he adds.
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“Retrofitting an area
to accommodate
the higher level of
storm drainage and
overland flow controls
in existing, fully
developed areas present
the most significant
challenge in terms of
cost, scheduling and
disruption to the local
communities,” Toronto
Water reports.

That said, climate change will make

communities north of downtown
Vancouver more susceptible to natu-
ral hazards, suggests Dorit Mason, di-
rector of the North Shore Emergency
Management Office (NSEMO),
inter-municipal agency of the City of

North Vancouver, the District of North

n

¥

Vancouver and the District of West
Vancouver. NSEMO has identified sev-
eral natural hazards within the three
municipalities it serves.

“Although we think about earth-
quake, and we certainly need to be
prepared for that, we also have climate
change impacts that we need to be con-
sidering over the next while as well,”
Mason says.

Based on reports she has read, she
notes that by 2050, the “potential
impacts” of climate change “include
things like snow pack that is decreased
as a result of the warming, high-in-
tensity rainfall events, which could in-
crease the frequency and magnitude of
river flooding, and storm surge events.”

On top of that, drier summers could
increase wildfire risk in the Vancouver
area, Mason adds. There are more peo-
ple in the woods, and “more people
doing activities that could cause fires in
the woods and so we have to be pre-
pared to respond together to events
such as wildfire risk,” she cautions.

Another hazard to municipalities
north of Vancouver is debris flows,
“which is a form of channelized land-
slide, so it eventually comes down the
channel of a steep mountain creek,
and it usually occurs when there is wet
weather and abundant debris, logs,
rocks, soil, etc.,” Mason reports.

These landslides can reach speeds of
40 km/h, she says, adding that both the
district and the city of North Vancouver
are responding to this challenge by
installing nets, which are designed to
catch debris and stop it from destroy-
ing homes or injuring people.

In addition, the District of North
Vancouver is working on “development
permit areas” for creek hazard, slope
hazard and wildfire hazard. This means
builders could be prohibited from de-
veloping, “or you would have to do
specific things for you to be able to de-
velop in those areas,” Mason explains.

STRUCTURAL APPROACHES

Bylaws prohibiting development in ar-
eas prone to such hazards are known as
“non-structural” approaches, Stevens
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The district and the City of North Vancouver are responding to the challenge
of debris flows, a form of channelized landslide by installing nets, which are
designed to catch debris and stop it from destroying homes or injuring people,
notes Dorit Mason of the North Shore Emergency Management Office.

says, while “structural” approaches to
flood hazard include such things as
dams and dikes.

“Over time, society in general, in par-
ticular researchers, have come around to
some of the limitations and weaknesses
in the structural approach and some of
the advantages of the non-structural
approaches, such as land-use planning
that actually identifies the hazardous
areas and then tries to steer the devel-
opment away from those areas to safer
locations,” Stevens says.

Stevens recently co-wrote a paper —
Multi-Level Governance of Flood Hazards: The Case
of Municipal Flood Bylaws in British Columbi,
Canada — which was published in the
February 2014 issue of Natural Hazards
Review. His fellow author was Stephen
Hanschka, floodplain manager for
Clackamas County near Portland, Oregon.

Hanschka and Stevens analyzed the
content of 55 municipal bylaws in
British Columbia to determine “the ex-
tent to which they are consistent with
the guidelines and other best practices”
in managing flood risk.
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“In most cases, they say things like, ‘If
you are building in this area, you have
to do these certain things,”” Stevens re-
lays. For example, some municipalities
will require buildings to be elevated, or
that buildings be set back a certain dis-
tance from waterways.

In general, he notes, municipal bylaws
in British Columbia “require builders to
do things to reduce risk, but they don’t
generally go so far as to actually prohib-
it development.”

By comparison, Stevens says that in the
United States, municipalities must en-
force development standards that would
reduce flood risk if they want to join
the National Flood Insurance Program
(NFIP). Under the program, coverage is
written by private-sector insurers, but
the rates do not differ among carriers
and agents. In some cases, the premi-
ums are subsidized. Only properties in
municipalities participating in NFIP are
eligible for coverage.

Canada has no such program, but that
could change. The federal government
announced February 13, in its budget

documents, that it plans to “consult
with the insurance industry, provinces
and territories, and other stakeholders
to explore options for a national ap-
proach to residential flood insurance
in Canada and insurance issues arising
from natural disasters more generally.”

It is not clear if such a program
would require development restric-
tions similar to those imposed south of
the border by NFIP.

However, most researchers “are on
board with the idea that in order to
be eligible for disaster assistance, you
should be doing something to actu-
ally reduce risk at the local level,”
Stevens suggests.

“Municipalities and other levels of
government have a lot of problems
they have to deal with, and historically
speaking, natural hazards have kind
of been at the bottom of the list,” he
points out. “Governments tend to care
more about economic development
and issues like crime and education
and so forth, so natural hazards have
sort of taken a back seat.” =
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Earthquakes happen in Canada all the time, but most are
either too slight to cause damage or occur in remote and
sparsely populated areas. But it is only a matter of time
before a really significant earthquake strikes one of the
major concentrations of insured property found today in
highly developed areas.

Arash Nasser1
Senior Engineer,
Research and
Modelling,

AIR Worldwide

At about 9 p.m. on January 26, 1700, the larg-
est earthquake known to have struck Canada
occurred off the west coast of North America.
A massive “megathrust” earthquake with an es-
timated magnitude of 8.7 to 9.2 ruptured some
1,000 kilometres of the Cascadia Subduction
Zone, from California to Vancouver Island.

The ground shook so violently — and for so
long — on Vancouver Island that homes were
destroyed and people could not stand. The quake
caused ground along the coast of Vancouver Is-
land to permanently drop around one and a half
metres and triggered extensive landslides. It also
unleashed a tremendous tsunami that struck
Japan a few hours later with waves two to three
metres high.

A BETTER UNDERSTANDING
Vivid memories of the 1700 Cascadia earth-
quake are preserved in the oral traditions of
Vancouver Island’s First Nations peoples, and the
event left clear geological evidence, but it is not
part of modern Canada’s historical experience.
It occurred before European settlers reached the
area and is only documented in Japanese records
of a mysterious tsunami.

Only recently have these accounts been associ-
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ated with the actual Cascadia event, enabling its
date and magnitude to be estimated.

Not that long ago, few believed that the Casca-
dia Subduction Zone was capable of producing
extreme earthquakes, but the last few decades of
research has added enormously to understand-
ing of seismicity in Canada. It is now known that
M09.0 or greater quakes sporadically rupture the
entire length of the subduction zone, with an
average return period of 500 years or longer.
Recent findings indicate more frequent ruptures
of smaller magnitude earthquakes (down to M8)
in the southern part of the subduction zone.

The region in which the 1700 Cascadia earth-
quake occurred is part of the Pacific Rim, around
which about 81% of the world’s largest earth-
quakes occur. Canada’s segment of this so-called
“Ring of Fire” generates the majority of the
country’s earthquakes, but there is a second seis-
mic hotspot along the Ottawa and St. Lawrence
valleys. Quakes are less frequent here than on the
west coast, and less powerful, yet large and dam-
aging events have occurred in the past and are
likely to do so again in the future. Natural Re-
sources Canada suggests there is at least a 5% to
15% chance that a strong earthquake will strike
here in the next 50 years.
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GROWING EXPOSURE

Canada is no stranger to earthquakes —
they happen all the time — but most
are too slight to cause damage or occur
in remote and sparsely populated areas.
From a geological perspective, a very
brief span of time has elapsed since Eu-
ropean settlers arrived on the east coast
in the 1500s. Canada has since devel-
oped into one of the largest advanced
economies in the world, and its grow-
ing exposure has contributed to esca-
lating insured losses from a wide range
of natural catastrophes.

The damaging earthquakes that the
country has experienced in the past,
although each was considered destruc-
tive and costly at the time, impacted a
comparatively small population and a
limited range of property — much of
which was uninsured. Modern Canada
has experienced nothing on the scale of
the 1700 Cascadia earthquake and has
yet to be impacted by the full range of
possible seismic events.

Despite Canada’s vast area, approxi-
mately 80% of its 35 million inhabit-
ants live within 150 kilometres of the
United States border. About half of these
people live in the conurbations of the
Lower Mainland of British Columbia
and the Québec City-Windsor corridor.
A report published by the Institute for

Canada has since
developed into one of
the largest advanced
economies in the world,
and its growing exposure
has contributed to
escalating insured losses
from a wide range of
natural catastrophes.

Catastrophic Loss Reduction notes that
the intersection of these two major con-
centrations of exposure with the coun-
try’s most earthquake-prone regions
accounts for 75% of Canada’s seismic
vulnerability.

Massive offshore quakes like that of
the 1700 event happen very rarely, but
less powerful inland temblors are more
frequent. Because they can occur close
to urban areas, they are considered by
many to be more hazardous.

A really significant earthquake has yet
to strike one of the major concentra-
tions of insured property found today
in the highly developed areas around
Vancouver, Montreal and Québec City. It
is only a matter of time before one does.

SHAKE, RATTLE AND A

ROLL CALL OF SUB-PERILS

While ground-shaking is the principal
cause of insured loss arising from earth-
quake events, it is far from being the
only one. The devastating earthquakes
that struck Japan (M9.0 in 2011), Chile
(M8.8in2010) and New Zealand (M7.0
in 2010 and M6.1 in 2011) dramati-
cally highlighted the major losses that
can be associated with the sub-perils of
tsunami, fire following, landslide and
liquefaction. Each of these sub-perils is
capable of contributing significantly to
earthquake-related losses in Canada.

The Cascadia earthquake of 1700 dem-
onstrates that large subduction zone
earthquakes can generate powerful tsu-
namis. The damage these cause can be
significant at coastal locations, which
feature exposure at low elevation.

The presence of coastal flood defenc-
es, such as seawalls, can significantly
reduce tsunami damage if they are of
sufficient height and remain structur-
ally sound during the tsunami.

Despite the shelter provided by Van-
couver Island, low-lying coastal areas in
the vicinity of Vancouver are at risk.

Outbreaks of fire often follow earth-
quakes because of overturned house-
hold appliances and damage to electrical
wiring, power lines and gas pipelines.
Earthquake damage to roads and water
distribution pipelines may significantly
hamper fire suppression efforts, and wind
conditions may cause relatively small
fires in areas of dense development to
spread from structure to structure and
grow into a conflagration.

To take an extreme example, the fires
that engulfed San Francisco in 1906
caused more death and destruction than
the earthquake that preceded them.

Earthquake-triggered landslides place
infrastructure, homes and other expo-
sures in Canada’s mountainous regions
— such as the Southern Coast Moun-
tains of British Columbia and southern
parts of Vancouver Island — at risk and
have a direct impact on the social and
economic life of the hazard region. If
an earthquake were to strike, landslide
damage to power lines and pipelines
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Liquefaction damage from the
2010 earth(}uake in Christchurch
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would have far-reaching effects, even if
other structures escape serious damage.
Blocked roads or railroads can have a
considerable impact on business inter-
ruption.

Liquefaction occurs when violent
ground-shaking causes water-saturated
soils to lose their strength, which can
cause buildings to suddenly tilt or even
topple over. Buried utility lines, pipe-
lines and ducts can rupture or surface.

Liquefaction is more likely in areas
with loose coarse-grained soils that have
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poor drainage. An example would be
loose sands, which are found along
riverbeds, beaches, dunes and other
areas where sands have accumulated.

A prime example is the Fraser River
Delta area in Vancouver, where the
municipality of Richmond, in particu-
lar, is susceptible to damage from lig-
uefaction.

OWN YOUR RISK
If the 1700 Cascadia earthquake were to
happen today, it would cause tens of bil-

lions of dollars in insured losses. Greater
knowledge of Canada’s seismic activity
and a deeper appreciation of the extent
of exposure in harm’s way have contrib-
uted to a heightened awareness of the
risk and questions about the insurance
industry’s preparedness for extreme
earthquake events.

In 2013, the Insurance Bureau of
Canada, in partnership with catastrophe
risk modelling company AIR World-
wide, published a study that found the
country is not sufficiently prepared for
the financial impact of large earthquake
striking a major metropolitan area.

Canada’s insurance regulators are like-
wise concerned. The Office of the Super-
intendent of Financial Institutions re-
cently updated its Guideline B-9: Earthquake
Exposure Sound Practices, which lays out
principles that insurance companies are
expected to follow in managing their
earthquake risk. A key requirement for
compliance is for companies to demon-
strate prudent use of earthquake models
in calculating their probable maximum
losses (PMLs) and a thorough under-
standing of modelling methodologies
and uncertainties.

Probabilistic modelling is critical for
preparing for low-frequency, high-
severity events. Models enable not just
the estimation of potential losses, but
also inform exposure accumulation man-
agement, actuarially sound ratemaking,
portfolio management and reinsurance
purchasing.

A comprehensive view of earthquake
risk requires the most up-to-date un-
derstanding of seismicity and building
vulnerability in Canada, and the ability
to model all earthquake-related perils:
ground-shaking, tsunami, fire follow-
ing, landslide and liquefaction.

It is only a matter of time before the
next big earthquake strikes, but com-
panies can improve their risk manage-
ment practices now to prepare for the
inevitable.

On January 23, Canadian Underwriter and AIR
Worldwide hosted a free live webinar presentation,
Canada Earthquake Risk: From Science
to Compliance. The webinar is archived for
free on-demand viewing at the following address:
http:/ /bit.ly/ CanadaEarthquakeRiskWebinar. —


http://bit.ly/CanadaEarthquakeRiskWebinar
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Aon Risk Solutions

Understanding and managing
operational risks will be key to
success in 2014, suggests a
new outlook from Aon Risk
Solutions. Organizations

are advised to test the
strength of their existing
programs and develop risk
management practices to
lower their total cost of risk.

Looking ahead to 2014, it is expected that Ca-
nadians will see unprecedented continuation of
the soft market cycle, with the exception being
catastrophe-exposed property. After 10 years of
providing improving terms to policyholders,
some insurers are now finding it difficult to con-
tinue to better their offerings.

The prolonged soft market environment has
led insurance professionals to speculate as to
whether the traditional views of the under-
writing cycle can continue or if a new model
will emerge. Aon Risk Solutions recommends
that organizations test the strength of their ex-
isting programs, benchmarking against their
peers and ensure they proactively develop risk
management practices to lower their total cost
of risk.

Policyholders can expect that things will not
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change drastically in 2014. Still, a prudent ap-
proach to risk transfer is recommended, since
the market can change almost overnight.

FACTORS IMPACTING THE MARKET
Financial and economic drivers

Continuing to drive competition for policyhold-
er business, the insurance industry remains well
capitalized with a Q3 2013 Minimum Capital
Test ratio of 275.23%, well above the required
150% threshold, and strengthened since the end
of 2012 when the ratio stood at 243.44%.

In November 2013, the Bank of Canada an-
nounced it plans to maintain current interest rate
levels for the foreseeable future. Given that in-
surers generate significant revenue from invest-
ing the premiums written until they are required
to pay claims, the prevailing low interest rate
environment will have a depressive effect on in-
surer profitability.

Aon Benfield’s 2013 Insurance Risk Study highlights
that for the past 10 accident years, the Canadi-
an property and casualty market has achieved a
98% combined ratio with insurers between the
25th and 75th percentile reporting a combined
ratio of 92% to 103%. With investment returns
strained by low interest rates, insurers must
look to improve their financial results by increas-
ing their underwriting profit, either by writing
more policyholder risks, or by tightening un-
derwriting guidelines (thereby reducing claims
losses) or both.

Illustration by Dave Whamond / www.threeinabox.com
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Where insurers need to generate rev-
enue from underwriting results, this will
manifest itself in a more stringent under-
writing philosophy, possibly requiring
more detailed information — ensuring
that the premiums quoted are adequate
based on the risks to be insured.

CATASTROPHE EVENTS

2013 saw some of the largest natural
catastrophe events in Canadian history
with the June flooding of the Bow River
in Calgary, which was shortly followed
by the Toronto rains. While losses from
these events were severe, it is important
for Canadians to know that primary
insurers and reinsurers have been able
to absorb these losses, leaving available
capacity relatively unchanged and the
Canadian insurance marketplace com-
paratively unaltered.

Policyholders are also encouraged to
look at the bigger picture when it comes
to catastrophe losses. Globally, cata-
strophic events during 2013 were below
the 10-year average on both an econom-

ic and insured loss basis. Economic loss-
es for this period were US$192 billion,
which is four percent below the 10-year
average and is comprised of insured
losses totalling US$45 billion — 22%
below the average.

As was experienced in Canada, flood
was the costliest event type, with 35%
of the 296 separate events resultant
from flooding.

While these events are likely to shift
underwriting discipline around the
flood peril, policyholders should be re-
assured that their overall impact will not
be significant enough to alter the mar-
ketplace. The insurance market would
need to see a prolonged trend of large
non-catastrophe losses and a decline in
the availability of surplus capital to shift
to a hard market environment.

However, it is also important to note
that catastrophic events have trended
upwards over the last half a century,
with 2013 becoming the sixth costliest
year, globally, since 2000 and the sev-
enth costliest since 1950. That means

more damage from severe weather has
been experienced in the last 15 years
than in the last 60.

LEGAL AND REGULATORY NEWS
Highlighting the evolving focus towards
not just transferring risk, but managing
it in order to reduce expenses and dis-
ruptions in operations, the Office of the
Superintendent of Financial Institutions
introduced the Own Risk and Solvency
Assessment (ORSA) for insurers op-
erating in Canada. Following from the
Solvency II Directive in the European
Union, the framework will provide a
more effective means for insurers and
regulators to assess insurance risk and
the capital requirements from a proac-
tive, rather than retroactive, basis — sup-
porting good governance and promot-
ing risk awareness. Essentially, ORSA is
an element of an overall enterprise risk
management framework that will help
formalize existing processes and will
become a global standard practice that
changes and evolves over time.
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COVERAGE TRENDS

Up until now, most insurers in Canada
were including flood coverage in their
commercial property policies without a
surcharge or modified terms for policy-
holders with a greater risk of flood loss.
Most insurers did not realize or under-
stand the level of flood risk a given pol-
icyholder presented, nor the flood risk
they were insuring on an aggregated basis.
Even now, flood maps are only available
to most insurers through local conserva-
tion areas. As of the end of 2013, there
continues to be no recognized flood risk
model available to insurers.

With regards to the property line,
and given the events of 2013, insur-
ers are looking to restrict capacity or
increase the deductible for flood cover-
age if the property to be insured is in a
known flood zone.

Similarly, the earthquake peril has
experienced this trend, though policy-
holders with a positive risk profile can
expect stability in the marketplace.

One trend that is working in favour
of policyholders is that Canada contin-
ues to attract global insurers to invest
to achieve premium and profitability
growth. Providing that all legal require-
ments are met, there are no restrictions
on foreign investment by insurers in
Canada.

As a result, there have been many en-
trants to the Canadian insurance mar-
ketplace in recent years, with several
starting operations — including HDI-
Gerling Industrie Versicherung AG, Starr
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Indemnity & Liability Company and
Allied World Assurance Company Lim-
ited. It is new entrants like these that

are driving competition amongst the
established firms, which are trying to
maintain or grow their market share.
With these new markets entering the
fold, capacity remains high within the li-
ability marketplace, driving competition
amongst insurers willing to negotiate on
price or coverage. Given the competitive
nature of the market, it is suggested that

Even now, flood maps

are only available to

most insurers through

local conservation areas.
As of the end of 2013,
there continues to be no
recognized flood risk model
available to insurers.

organizations take advantage of relatively
low pricing and increase program limits.
This can be as simple as asking your bro-
ker to benchmark program limits against
a peer set to determine adequate liability
limits for your operations.

PROACTIVE MEASURES

Aon Risk Solutions advises clients to
be proactive in their approach to risk,
so they will be in a stronger position
to negotiate broader terms and more

competitive pricing than their peers.
Consideration should be given to the
following:

- Insurance to value

Determine that the business is in-

sured for replacement cost as most

property policies are written on this
basis, which is the cost to replace an
asset with material of like kind and
quality in the event of a loss. In the
event of a partial loss, if not insured
to full value, a business may share in
the loss via the co-insurance clause
in the policy.

- Enterprise risk management

Partner with a broker to develop an

overall risk management program for

the business, one that considers all risk
management techniques.

Looking ahead, insurers are expected
to demonstrate underwriting discipline.
Accordingly, it is important to prepare
and provide more robust information to
meet their underwriting requirements,
allowing the insurer to provide the best
terms possible.

While improved pricing and coverage
terms may be available for policyholders
who can demonstrate their risk is best-
in-class, pricing and terms are expected
to remain stable for policyholders with
low losses.

As insurers become more selective
in deploying their capital, especially in
catastrophe-exposure areas, underwrit-
ers will focus on policyholders who
strive to adhere to a risk management
process. —
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For property and casualty
insurers today, “risk” is a lot
more than a four-letter word.
By leveraging technology and
focusing on the customer,

an understanding of new
and emerging risks can serve
as a means for insurers to
position themselves for
growth going forward.

Everyone in insurance has heard the “Creation”
story, how the industry grew from the ashes of
The Great Fire of London — an event that de-
stroyed most of the historic city back in 1666.
Today, property and casualty insurers are some
of the oldest and most established companies in
Canada, and the world.

For years, the industry has served to safeguard
businesses and individuals, allowing them to
take the risks necessary to grow and prosper. But
these days, while p&c insurers still work to help
businesses and individuals flourish, they certain-
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ly have a lot more to think about than simply
protecting against the risk of fire.

The 2014 EY Canadian property and casualty insurance
outlook urges insurers to understand and focus on
new and emerging risks — from unpredictable
weather and catastrophes to digital technology
to regulatory and accounting changes — to suc-
cessfully position themselves for growth going
forward.

UNPREDICTABLE WEATHER

AND CATASTROPHES

It is no secret that unpredictable weather is on
the rise. Last year was a record claim year for
Canadian insurers, as the industry was literally
turned upside down as a result of a series of
significant catastrophes in this country. From
flooding in Alberta to ice storms in Southern
Ontario that stretched right through to Eastern
Canada, the industry saw it all.

And looking just below the surface of these
disasters, the reality is worse. The current in-
frastructure cannot handle these events. Roads,
power lines and trees are causing even more
issues for homes and businesses, and, unfortu-
nately, there is no easy fix.



For insurers, the confusion surround-
ing what was covered after the Alberta
flooding highlights the need to better
communicate with policyholders what
exactly is, or — more important — is
not covered. In Alberta’s case, many
insurers were forced to pay claims for
overland flooding — a risk that is not a
default coverage in Canada — because
the opportunity cost of a damaged rep-
utation for denying these claims was
simply too high.

Similarly, the risk of an earthquake in
Canada is real, but most Canadians do
not have earthquake coverage. As with
overland flooding, this may not be ob-
vious to the average policyholder.

A devastating earthquake in one of
Canada’s susceptible areas could cripple
the insurance industry if companies were
forced to pay for uncovered damage, as
they were in Alberta.

Those in the insurance industry likely
know about the weather’s impact bet-
ter than most, and so it makes sense

that this industry is leading the charge
to manage that risk. Still, the weather
cannot be controlled and insurers need
to learn how to better predict and un-
derwrite associated risks to minimize
their losses.

DIGITAL TECHNOLOGY

Harnessing new technology and ever-
increasing amounts of data is a hot topic
these days — in the insurance sector,
and beyond. For p&c insurers, new
technologies are creating opportunities
to better predict risk, improve under-
writing and offer innovative products
like never before. But, as always, where
opportunities abound, risks lurk.

EY’s outlook notes that with advance-
ments in satellite mapping, for example,
insurers can use predictive modelling
and geographic maps to determine where
risks for natural disasters are more likely
to happen. Armed with that information,
they can drastically improve their under-
writing of those property risks.

Learning to align the right technology
and advanced analytics can help insur-
ers realize better underwriting results
in other lines of business, too.

Take vehicle telematics, for example.
With data about how customers are
driving, underwriting can be based on
real numbers versus predictions.

While using things like satellite map-
ping and sensor technology can provide
more cost-effective and targeted risk pro-
tection, insurers need to ensure they have
solid safeguards in place to accurately
and confidentially use and store that
information. It is critical that insurers re-
view underwriting guidelines to ensure
that, even with all this information, they
still offer consumers a product at a price
they can afford.

These examples are just the tip of the
iceberg when it comes to digital. Insurers
are the first to admit that legacy tech-
nology is holding them back. Looking
internally, the right investments can help
enhance operating capabilities, and eas-
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ily provide the kind of business and
regulatory information required for
strategic, operational and compliance
purposes.

As noted in a previous report issued
by EY, Insurance in a digital world: the time
is now, insurers have been slow to em-
brace digital across the globe (see chart
opposite, Top inhibitors of digital growth in
insurance market).

That is concerning because building
out a comprehensive digital strategy is
one of the greatest potential opportu-
nities for insurers today to better meet
customers’ changing needs, drive reten-
tion and, ultimately, improve bottom
line performance.

Whether insurers looking to digital
to better predict risk or enhance internal
operations, having a customer-centric
model needs to be at the forefront of
these investments. Once the customer
is at the core, aligning the right tech-
nology and advanced analytics can help
insurers come out on top.

REGULATORY AND

ACCOUNTING CHANGES

From corporate governance to cyber-
security to solvency, new regulations
are challenging p&c insurers. But the
trend towards more, rather than less,
regulation seems to be holding, and those
insurers that find ways to efficiently
manage these requirements will be in
a better position to focus on their cus-
tomers and seize opportunities to grow
their business.

Many new regulations are focused on
managingrisk, whichishardly surprising.
Canada’s Office of the Superintendent
of Financial Institutions’ Corporate Gover-
nance Guideline, for example, is intended
to enhance the effectiveness of financial
institutions’ boards of directors, through
measures such as developing a risk-ap-
petite framework and clarifying the roles
of the chief risk officer and audit com-
mittee.

Insurers, in the business of risk taking,
after all, should be leaders in complying
with these kinds of risk-related regula-
tions. New requirements around data
quality, data governance and the level of
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Top Inhibitors of Digital Growth
in the Insurance Market
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Source: Insurance in a digital world: the time is now, EY Global Insurance Digital Survey 2013

Looking internally, the
right investments can
help enhance operating
capabilities, and easily
provide the kind of
business and regulatory
information required for
strategic, operational and
compliance purposes.

detail provided by reporting systems,
however, will require more attention.

Complying with these changes and
making sure that their systems, people
and data are a focus can only help the
business.

NEXT ERA IN P&C INSURANCE

In 2014, risks have undeniably evolved

from the threat of fire. The potential im-

pacts of new risks are serious, while the

rapid pace of technological innovations

is changing the face of the industry.
With widespread adoption of things

like cloud computing, mobile technology,
social media and other cyber-related
exposures — and with demands for
transparency stronger than ever before
— businesses and individuals are left
open to a range of privacy and reputa-
tional risks.

In this regard, insurance companies
have an opportunity to provide increased
coverage, but also services to help in-
sureds mitigate these risks, using ana-
lytics and other technologies.

Property and casualty insurance com-
panies need to continue to explore new
approaches to risk management and
mitigation when it comes to everything
from weather to technology to regula-
tion. Those insurers that harness the
right strategies to assess and manage
these emerging risks can take advantage
of opportunities not seen since fire
ripped through London almost 350
years ago.

And by leveraging technology and
focusing on the customer with these new
risks, insurers can improve bottom line
growth and set the stage for an exciting
new era in p&c insurance. —
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Canada’s highest court has outlined a new summary judgment
test. With the recent Hryniak decision, one may expect an
Increase in summary judgment motions brought and for judges
to play a more expansive role. Ideally, that would mean more
cases can be heard quicker and with less cost.

Albert
Wallrap

Associate,
Dutton Brock LLP

Fair and just adjudication requires proportional-
ity. In a ground-breaking decision, the Supreme
Court of Canada wholly embraces the touch-
stone of proportionality in the country’s civil
justice system and sets forth a new test for sum-
mary judgment.

In the two related decisions of Hryniak v. Mauldin,
and Bruno Appliance and Furniture v. Hryniak, released
on January 23, 2014 (collectively described as
Hryniak), the high court heralds a shift in legal
culture across Canada towards a fair and just pro-
cess that allows judges to find the facts necessary
to resolve disputes.

In Hrynidk, the Supreme Court of Canada lib-
erally interpreted Ontario’s Summary Judgment
Rule 20 to provide judges with broad discre-
tion to exercise expanded powers of fact finding
in the interest of justice. Legal process must be
proportionate, timely and affordable — and the
most painstaking procedure, such as a full trial,
may not be the most suitable forum to justly
adjudicate claims.
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As a result, the threshold has been lowered and
summary judgment motions will be increasing-
ly used in litigation so as to avoid unnecessary
expense and delay.

HRYNIAK DECISION

Mauldin and Bruno are two related cases involving
the questionable dealings of the same invest-
ment trader, Robert Hryniak. (The latter two
cases before the Court of Appeal for Ontario are
discussed in Canadian Underwriter, April 2012).

In 2010, the motion judge in Mauldin held
that Hryniak had made false representations that
funds had been properly invested in a legitimate
trading program when he knew the program
was a sham from the outset. Investors were de-
frauded US$1.2 million (related to Mauldin, not
including Bruno) as a result.

InDecember2011,the CourtofAppeal affirmed
the motion judge’s findings that Hryniak was li-
able for the tort of civil fraud. In Bruno, the Court
of Appeal overturned the summary judgment

Illustration by Dave Whamond / www.threeinabox.com
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and, instead, found there was a genuine
issue requiring trial as to whether
Hryniak had induced Bruno to invest.

Mauldin and Bruno were subsequently
appealed to the Supreme Court of Can-
ada, resulting in the Hryniak decision. In
the end, Canada’s highest court found
that summary judgment was suitable on
the facts in Mauldin, since the elements
for civil fraud had been proven, but not
in Bruno.

Previously, the Court of Appeal for
Ontario had ruled that the expanded
powers under Rule 20 should be exer-
cised at trial unless a motions judge can
achieve the “full appreciation” of the
evidence and issues required to make
dispositive findings. However, the Su-
preme Court of Canada held that the
Court of Appeal’s “full appreciation”
test went too far and prevented judges
from exercising their discretion to ad-
judicate more cases through summary
judgment. The requirement of “full ap-
preciation” overemphasizes the benefits
of the trial process.

In Hryniak, the high court emphasizes
that the principle of proportionality
underlies the rules of court, whether
or not expressly stated. Ontario’s Rule
1.04(1.1) provides that the “court shall
make orders and give directions that are
proportionate to the importance of the
complexity of issue, and to the amount
involved, in the proceeding.”

The Supreme Court of Canada states
the discretion of motion judges to use
their enhanced powers of fact finding —
i.e., the hearing of oral evidence, mak-
ing findings on credibility, and draw-
ing reasonable inferences — should be
exercised, keeping in mind that “access
to justice is one of the greatest chal-
lenges to the Rule of Law today.” Sum-
mary judgment provides a proportion-
ate, more expeditious and less expensive
means to achieve a just result than pro-
ceeding to trial.

NEW SUMMARY JUDGMENT TEST

In Hrynidk, the Supreme Court of Canada
describes the new summary judgment
test as first requiring judges to deter-
mine if there is a genuine issue requir-

ing trial based on the evidence before
them, without using the new fact-
finding powers. If there appears to be
a genuine issue requiring a trial, then
the judge should determine if the need
for a trial can be avoided by exercising
their new powers. Justice Andromache
Karakatsanis states the following:
“There will be no genuine issue
requiring a trial when the judge is

able to reach a fair and just deter-
mination on the merits on a mo-
tion for summary judgment. This
will be the case when the process
(1) allows the judge to make the
necessary findings of fact, (2) al-
lows the judge to apply the law to
the facts, and (3) is a proportionate,
more expeditious and less expen-
sive means to achieve a just result.”
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The test is whether or not the mo-
tions judge can appreciate the evidence
necessary to make dispositive findings
confidently in order to fairly resolve the
dispute and serve the interest of justice.

As Justice Karakatsanis states, “What
is fair and just turns on the nature of the
issues, the nature and strength of the
evidence and what is the proportional
procedure.”

The “interest of justice” is not defined
in the Rules and must be considered on
the facts of each case. In this regard,
judges should first determine the con-
sequences of using the new powers in a
preliminary step.

In some cases, judges may find that
summary judgment motions clearly lack
merit, and there will be no need to pro-
ceed further. Some concerns about credi-
bility or clarification of evidence may be
addressed by oral evidence. The motion
judge should also consider the evidence
that would be available at trial and the
opportunity to fairly evaluate this evi-
dence.

Clearly, the interest of justice would
not be served where claims will proceed
to trial regardless of the outcome of
the motion, or where there is a risk of
duplicative proceedings or inconsistent
findings of fact.

ENHANCED TRIAL MANAGEMENT
As a preliminary to the summary judg-
ment motion, parties should seek an
order for directions, and may apply to
dismiss the summary judgment motion
itself’ as premature or improper. Dis-
missal of the motion may occur where
the matter is lengthy and complex, and
where it would not advance the litiga-
tion or support timeliness, affordability
and proportionality.

In some cases, summary judgment
motions may be appropriate even be-
fore discoveries have been completed.
In many cases, however, full document
production and discoveries will be first
required to ensure that the parties have
a meaningful opportunity to lead their
case and that the motion judge has an
appreciation of the evidence and issues
necessary to confidently make findings
of fact and to apply the law to the facts.
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Even if a summary judgment motion
fails, the motion judge may provide
directions to manage litigation and
ensure efficiencies going forward. Mo-
tion judges should also remain seized
of the matter so as not to waste judicial
resources given their knowledge about
the case.

Even if a summary
judgment motion fails,
the motion judge may
provide directions to
manage litigation and
ensure efficiencies going
forward. Motion judges
should also remain seized
of the matter so as not to
waste judicial resources
given their knowledge
about the case.

STANDARD OF REVIEW

The Supreme Court of Canada recog-
nizes that deference should be accorded
to motion judges who make findings
on the “interest of justice” and whether
or not a trial is required — both being
mixed issues of fact and law — and the
standard for review is a “palpable and

overriding error.” For findings of law,
the standard is that of correctness.

POST HRYNIAK
Within the first month of its release,
Hrynidk has been cited in more than 20
decisions across Canada. In the Ontario
decision, The Bank of Nova Scotia v. David
Allin, Justice David Brown applies Hryn-
ick and clarifies the role of the motion
judge. For hearings under case manage-
ment in Toronto, at least, parties are en-
couraged to complete the written record
and cross-examinations well before the
summary judgment hearing to allow
the judge to assess the adequacy of the
record in advance, and to provide direc-
tion as to the hearing of oral evidence.
Any expert opinion relied upon would
also have to be filed with the record.
The judge would then take a prelimi-
nary view of whether oral evidence is
required to make findings on contested
facts.

IMPACT ON THE

INSURANCE INDUSTRY

As a result of the Supreme Court of
Canada’s decision in Hrynick, one may
expect an increase in summary judg-
ment motions brought. Judges will
play a more expansive role and, ideally,
more cases can be heard quicker and
with less cost.

Insurers will wish to assess the pros
and cons of the summary judgment op-
tion at an earlier stage in litigation and
avoid legal costs and uncertainty in a
conventional trial. There are tactical ad-
vantages to bringing these motions in
appropriate cases and settlement may
occur due to the prospect of summary
judgment at an earlier stage.

In some cases, however, attempts at
summary judgment motions may lead
to further appeals and delays. Fact in-
vestigation and expert opinion may be
required earlier.

Summary judgment motions will
become more prominent as a litigation
tool for resolving disputes. As a result,
insurers may wish to assess claims and
related risks earlier, and review litiga-
tion budgets, keeping in mind the new
test for summary judgment. =—
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Resolving Dispute

Resolution

The recently completed review of Ontario’s auto dispute resolution
system offers 28 recommendations, including the creation of a
new tribunal to handle disputes involving the Statutory Accident
Benefits Schedule (SABS).

Willie
Handler

Consultant,
Willie Handler
and Associates

A review of the Ontario auto insurance dispute
resolution system (DRS) carried out by Justice
Douglas Cunningham has provided the pro-
vincial government with 28 recommendations
which, if implemented, would remove the sys-
tem from the Financial Services Commission of
Ontario (FSCO) and create a new government
administrative tribunal.

Justice Cunningham was appointed by On-
tario finance minister Charles Sousa to conduct
a review of Ontario’s DRS last August. Based on
several consultations and written submissions
from 33 groups and individuals, he provided the
government with an interim report in October
2013 before making his final recommendations
in February of this year.

A NEW TRIBUNAL

Justice Cunningham envisions a new tribunal
that reports to a Cabinet minister instead of the
superintendent at FSCO. Arbitrators would no
longer be Ontario public servants, but govern-
ment appointees, similar to adjudicators on a
number of other government tribunals.

The Insurance Bureau of Canada and a number
of member companies proposed the entire sys-
tem be privatized. The report does recommend
some private sector involvement, proposing that
the tribunal establish tendered contracts with
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one or more private-sector dispute resolution
service providers to address any future backlog.

A MORE STREAMLINED PROCESS

Justice Cunningham’s report envisions a radical-
ly streamlined and quick process. It recommends
that an insured who submits an application to
the proposed tribunal have an arbitrator’s deci-
sion within six months if the dispute proceeds
to arbitration. The tribunal would have a regis-
trar to deal with jurisdictional issues at the time
the application is received without a hearing.

Currently, many procedural disputes are re-
solved by way of a preliminary hearing conduct-
ed by an arbitrator. Under the proposed system,
an insurer could challenge an insured’s refusal
to attend an insurer examination at the time an
application is submitted.

Justice Cunningham further recommends pre-
arbitration meetings, neutral evaluation meetings
(a step that has not been used since 2008) and that
appeals to the director’s delegate be eliminated.

AN END TO MEDIATION

A significant recommended change is to elimi-
nate mandatory mediation as the first step in the
dispute resolution process. Instead, a settlement
meeting would be scheduled with an arbitrator
rather than a mediator. This step would have ele-



ments of both mediation and the cur-
rent pre-arbitration meeting.

The report also recommends doing
away with telephone mediations. In-
stead, settlement meetings would take
place in person or through video con-
ferencing.

The settlement meeting would take
place within 45 days of an application
being accepted by the tribunal’s regis-
trar. If the settlement meeting does not
conclude with a settlement of all issues
in dispute, the parties would be expect-
ed to disclose the evidence they will rely
upon in support of their position at a
hearing. During a settlement meeting,
the arbitrator might provide one or both
parties with an opinion regarding the
likely outcome of a future arbitration if
the parties fail to reach a settlement.

Following an unsuccessful
settlement meeting, an
arbitrator will inform the
parties whether their
arbitration will take the
form of a paper review, an
expedited in-person hearing
or a full in-person hearing.

THREE ARBITRATION STREAMS
Following an unsuccessful settlement
meeting, an arbitrator will inform the
parties whether their arbitration will
take the form of a paper review, an
expedited in-person hearing or a full
in-person hearing. The determination
would not be subject to appeal.

A paper review would take place in
cases where $10,000 or less of medi-
cal and rehabilitation benefits are in
dispute, or where the dispute involves
a determination as to whether or not
the claimant’s injuries meet the minor
injury definition. A paper review would
occur within 60 days following the re-
ceipt of a completed application and the
arbitrator would provide a written deci-
sion (no more than three pages) within
30 days of the date of the review. The

tribunal would be expected to restrict
the length of expert reports and briefs.

Arbitration hearings would be con-
ducted as an expedited in-person hearing
in cases that do not qualify as either a
paper review or full in-person hearing.
These should last no longer than one
day and the arbitrator would inform
parties how much time will be allocated
to present their cases.

Arbitration hearings would be con-
ducted as full in-person hearings for dis-
putes involving catastrophic impairment
determinations, whether the claimant
qualifies for 24-hour attendant care or
income replacement benefit claims be-
yond 104 weeks. The arbitrator would
determine the length of a full in-person
hearing.

All in-person hearings would take place

e Property Damage
* Fraud Claims
e Coverage

INFO@DOLDEN.COM

10TH FLR - 888 DUNSMUIR ST.
VANCOUVER, B.C. V6C 3K4
TEL: 604.689.3222
FAX: 604.689.3777

DOLDENWALLACEFOLICK?""?

Insurance Law Expertise... It’s our policy.

e Specialty Lines (D&O, E&O, EPL, Fiduciary, Cyber)

e Personal Injury
e Construction
e Policy Wordings

200-366 BAY ST. TORONTO, ON M5H 4B2
TEL: 416.360.8331 FAX: 416.360.0146
TOLL-FREE: 855.360.8331

308-3330 RICHTER ST.
KELOWNA, B.C. VIW 4V5
TEL: 250.980.5580
FAX: 604.689.3777

e WWW.DOLDEN.COM

March 2014 Canadian Underwriter 65


mailto:INFO@DOLDEN.COM
www.dolden.com

h 4

ClIP

Society

members benefit

Events and Seminars Calendar

You work hard to protect your clients’ property. Now, it's time to ensure that you apply the same kind of energy

and commitment to your own success. CIP Society Events and Seminars give you the opportunity to learn,

to network, to catch up on industry developments and to think about your career.

ADVANTAGE Live Webinar Series:

Multi-Generations in the Workforce . ............................. April 15
Social Media and Insurance Conversations ........................ May 15
CIP Society Events:

Toronto — SympoSiuM ... April 10
Vancouver — Golf Tournament ......................cocoiina. June 6
Toronto — Fellows' Golf Tournament ............................... June 9

PROedge Seminars:

Vancouver — Global Change, Catastrophic Loss ................... March 18
Webinar — Waivers & Releases ....................cooooine. March 25
Toronto — Wind &Water ... March 31
Vancouver — Earthquake in Canada — The Risk Realities ............. April 9
Vancouver — Course of Construction ............................. April 23
Vancouver — Cyber Liability ... April 29
New Westminster — Win-Win Negotiation ......................... May 7

Keeping you at the forefront of the P&C industry.

The CIP Society.

www.insuranceinstitute.ca/cipsociety


http://www.insuranceinstitute.ca/cipsociety

within 90 days following the receipt
of a completed application, with deci-
sions being available within 45 days of
the hearing date. The arbitrator’s report
should be no longer than five pages for
an expedited hearing and 10 pages for
a full hearing.

The appeals of arbitration decisions
should be heard by a single judge of
Ontario’s Superior Court of Justice on
a question of law.

NEW PENALTIES FOR NOT

MEETING TIMELINES

The report recommends a number of
timelines that would be incorporated
in legislation along with penalties for
those who do not comply. Parties who
cannot commit to appear for settlement
meetings or arbitrations within the
timelines set out would not be eligible
to claim their costs at arbitration.

If the tribunal is unable to schedule
an arbitration within those timelines, it
would be expected to reduce the arbi-
tration fees it collects from the parties.

Parties would also get financial relief if
arbitration decisions are late being issued.

A SHIFT IN CULTURE

Justice Cunningham made it clear that
he would like to see a change in culture
within the DRS. A number of recom-
mendations are expected to accomplish
that shift.

Every insurer would be required to
establish an internal company review
process and to inform an insured how
to access the process following a benefit
denial. However, insureds would not be
required to use the internal company
review process before submitting an
application to the new tribunal. Com-
panies would be free to determine how
their internal review process will be
structured, but must provide an insured
with a written response within 30 days.

Justice Cunningham recommends the
settlement of future medical and reha-
bilitation benefits should be prohibited
until two years after the date of the ac-
cident, which is one year longer than
the current prohibition.

The provincial government would be
expected to create a sliding scale of fees

and Justice Cunningham proposes that
incentives be introduced to encourage
parties to settle early.

Experts would be required to certify
their duty to the tribunal and to provide
fair, objective and non-partisan evidence.
Arbitrators would be expected to ignore
evidence that was not fair, objective or
non-partisan and, in those circumstanc-
es, the expert would not receive com-
pensation for appearing as a witness.

WHAT HAPPENS NEXT?

In January 2014, the Ontario govern-
ment indicated that it will propose
legislative amendments in the spring
session based on recommendations of

Justice Cunningham’s review.

However, the legislation may not pass
if a spring election takes place. Should
an election occur, it will be up to the new
government to decide when and how it
chooses to proceed with DRS reforms.

Once legislation finally passes, it will
take some time to establish a new tri-
bunal. That means DRS users may be
waiting some time before they benefit
from any recommended changes that
are adopted.

(Ed. note: In early March, Ontario’s provincial
government tabled legislation that, if passed, will
move administration of the dispute resolution sys-
tem from FSCO to the Ministry of the Attorney
General’s Licence Appeal Tribunal.) =—

New Dispute Resolution Model

Company
denial

Internal
company
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Registrar reviews
applications for
compliance

Registrar selects
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Settlement
meeting

Claimant applies
for arbitration

Arbitrator
roster

In-person
expedited full
hearing

Source: Appendix B, Final Report of the Ontario Automobile Insurance

Dispute Resolution System Review, February 2014
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Gore Mutual Insurance
1 Company of Cambridge,
Ontario recently
announced its president and
chief executive officer, Kevin
McNeil [1al, will retire June
30. Effective February 17,
Heidi Sevcik [1b], former
vice president of claims,
became Gore Mutual’s
new chief operating officer,
reporting to McNeil. Sevcik
will take on duties as presi-
dent and CEO July 1. Sevcik,
who has led Gore Mutual’s
claims, personal insurance
and commercial insurance
underwriting operations,
has been in the insurance
industry since 1979.

Cunningham Lindsey
Canada Claims
Services Ltd. recently

promoted Mike Alwyn [2] to
the position of vice president
of major loss services. Alwyn
had been assistant vice
president of Cunningham
Lindsey Canada’s commercial
risk division (CRD) and spe-
cialty services. Cunningham
Lindsey Canada is rebranding
its CRD division to major

loss services, “to more
closely align itself with other
Cunningham Lindsey major
and complex loss adjusting
teams,” the company reports.

Ingenie Services Ltd.
plans to launch its
auto telematics prod-

uct in Canada and has agreed
to have its majority share-
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holder, Quindell Portfolio plc,
buy the remaining shares of
ingenie that Quindell does
not already own. Last year,
England-based Quindell
acquired Toronto-based

Iter8 Inc., which provides
software-as-a-service for
property and casualty brokers
and agents. Quindell, whose
products include claims
management outsourcing,
owns 57% of the issued
shares of London, England-
based ingenie, which targets
17- to 25-year-olds with its
telematics-based auto insur-
ance. “Quindell exercising its
option will also allow ingenie
to rapidly pursue its strategy
for international growth,
starting with the launch

of an ingenie young driver
product in Canada,” notes a
statement from the company.
Quindell agreed in 2013 to
partner with Independent
Broker Resources Inc.
(IBRI), which is owned

by the Insurance Brokers
Association of Ontario.

In early February,
RSA Insurance
Group plc named

Stephen Hester [4] as its
new chief executive officer.
Martin Scicluna, chairman
of London-based RSA, had
been acting in an executive
capacity pending the ap-
pointment of a new chief
executive. Scicluna will revert
to non-executive chairman.
Hester, most recently CEO of
the Royal Bank of Scotland,

has also served as chief
executive for The British
Land Company plc and as
chief operating officer and
finance director of Abbey
National plc. In addition,
he has held senior roles at
Credit Suisse First Boston.

Specialized Property
Evaluation Control
Services (SPECS)

Ltd. announced in February
that Andrew Ross [5] had
been appointed as the new
chief operating officer. For
eight years, Ross was with
the Vancouver branch of
Edmonton-based SPECS,

a construction consulting
firm that provides services
to insurance and property
management firms, as well
as to private and public
institutions. Ross has worked

in the insurance industry
for more than two decades,
including five years as a
project manager with a na-
tional restoration firm, notes
a statement from SPECS.

The Centre for
Study of Insurance
Operations (CSI0)

announced January 29 that
Intact Insurance has ob-
tained CSIO Certification for
its electronic documentation
solution. CSIO Certification
is available to member
insurance companies and
vendors. With its data
exchange standards, CSI10
seeks to help solve data com-
patibility issues, facilitate
more efficient and seamless
integration of information
and improve implementation
of technology solutions.


http://www.canadianunderwriter.ca

MOVES & VIEWS

DAS Legal Protection
Insurance Company
Ltd. has appointed

David Smagata [7] as its
vice president and chief
legal officer. Before joining
Toronto-based DAS Canada,
Smagata had been assistant
vice president of legal
services for Aviva Canada. He
has also worked for litigation
law firm McCague Borlack
LLP, and for TD Insurance,
notes his LinkedIn profile.

Sutton Special
Risk Inc. of Toronto
has appointed Ben

Wiggins [8] assistant vice
president, contingency and
sports in early February. As
an experienced specialty
underwriter from Lloyds,
London, Wiggins has a strong

background in underwrit-

ing a variety of classes in
territories around the world,
such as North America, the
United Kingdom, Australia
and Europe, notes a company
press release. “In his new
role, Ben will be respon-
sible for further developing
Sutton’s Contingency and
Amateur Sports blocks
through established global
networks, as well as provid-
ing local senior underwriting
support,” the statement adds.

FirstOnSite
Restoration reported
in early February that

Bill Moorman had joined
the company as senior vice
president, Central Region.
Jason Prescott, already
with FirstOnSite, has been
appointed as director of

operations, Central Region.
Prescott previously served
as district general manager
(DGM) for Northern Ontario
and Eastern Ontario, and
acting DGM for the Greater
Toronto Area.

Saint John,

New Brunswick-

based Mariner
Innovations, an information
technology service firm
that is expanding into the
property and casualty insur-
ance industry, has hired two
former executives of OARBIC
Inc. Former OARBIC presi-
dent Peter Symons [10] is
now vice president of insur-
ance at Mariner Innovations.
Roula Partheniou, previously
OARBIC's vice president of
operations, is now delivery
and relationship manager

with Mariner Innovations.
Symons has worked in p&c
for more than 25 years,

and while at OARBIC, his
duties included overseeing
operations and executing
project audits. Partheniou
had managed OARBIC's
consultant relationships,
and developed and managed
OARBIC’s internal processes,
finance and administration.

Dane Hambrook

[11a] is the new

managing director
of Ironshore Canada Ltd.
and Stephen Stewart [11b]
is the new managing director
of the Canadian Branch of
I[ronshore Insurance Ltd.
Both Hambrook and Stewart
will report to David Frediani,
president of Hamilton,
Bermuda-based Ironshore
International. Ironshore
Canada is its managing
general agent business
in Canada. The Canadian
branch was established “to
complement distribution
capabilities and reinforce
its regional market commit-
ment,” notes a company
statement. “Ironshore’s duel
approach allows Ironshore
Canada to underwrite
complex corporate risks that
address the insurance
coverage needs for various
industry classes.” —

Follow @CdnUnderwriter on
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The CIP Society of the Greater
Toronto Area held its Annual
Industry Trends Breakfast on
January 16, 2014 at the
National Club, featuring guest
speaker Philip Cook, CEO of
Focus Group Inc. Despite the
record-low catastrophe losses
in 2013, Cook predicted that
climate change will continue
to affect the industry and the
cat bond market will continue

to expand. He suggested it

is “disappointing” that the
Canadian industry has not
been able to address the cover-
age issue for overland flooding.
For the past several years,
Cook has shared his predic-
tions for upcoming years with
industry professionals at the
annual breakfast, organized

by the Insurance Institute of
Ontario.

Two CARSTAR Collision Centres
in Hamilton, Ontario became
Toyota Certified Collision Centre’s
in January. CARSTAR Hamilton
Gage, sponsored by Red Hill
Toyota Scion and CARSTAR
Hamilton Rymal, sponsored by
Upper James Toyota, both be-
came Toyota Certified. Both the
Toyota and Scion dealerships
are part of Parkway Motors
Hamilton family. Brothers Tony,
Sam and Remo Mercanti, who
own the CARSTAR collision
centres, consider it a significant
accomplishment that both of
their locations received this

certification. “We are certainly
grateful and excited at the
same time for the opportu-
nity to professionally serve
Toyota customers,” says Tony
Mercanti. Becoming Toyota
Certified requires an intensive
process to ensure that only

top centres are selected. After
a recommendation is made

to Toyota Canada, reviews

are performed that consider
processes, material waste and
client satisfaction to capture an
overall picture of how a client’s
repair is handled from start to
finish.
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Ronald McDonald House Charities
Canada hosted the 29th Annual
National Ski Challenge at Mt.
Tremblant, Quebec on February
4-5. With the support of more
than 240 skiers, suppliers and
sponsors, over $175,000 was
raised in support of Ronald
McDonald House families across
Canada. The insurance industry
put forward a strong contingent
of teams once again for the
annual event. The insurance

industry organizer for the event,
Cedric Gyles, senior vice president
and director, Risk Management
Practice at Aon Reed Stenhouse,
industry teams from various
sectors of the insurance market
were well-represented on the
Corporate Ski Challenge podium.
Zurich Canada teams took the
winning medals in Fligh ts “B”
and “D"” while the ACE INA
Insurance team captured top
honours in “C” Flight.



GALLERY

More than 100 people attended
the Quebec Risk & Insurance
Management Association’s
(QRIMA) annual Market Update
session held in Montreal at Club
Saint-James on January 16,
2014. The speakers included
Ellen Moore, president and CEO
of Chubb Insurance Company
of Canada, Jacques Dufresne,
EVP, Eastern Region for BFL
Canada, and Pierre Cleroux,
vice president of research

and chief economist for the
Business Development Bank

of Canada.

See all photos from this event at www.canadianunderwriter.ca/gallery

March 2014 Canadian Underwriter 71


http://www.canadianunderwriter.ca/gallery

INSURANCE INTERNET DIRECTORY

ASSOCIATIONS

Canadian Independent Adjusters'
Association (CIAA) "The voice of
Independent Adjusters in Canada"
www.ciaa-adjusters.ca

Honourable Order of the

Blue Goose—Ontario Pond
Dedicated to fellowship and charity.
www.bluegooseontario.org

The Insurance Institute of Canada
The professional educational

arm of the industry.
www.insuranceinstitute.ca

Risk & Insurance

Management Society Inc.
Dedicated to advancing the practice
of effective risk management.
WWW.rims.org

CLAIMS ADJUSTING FIRMS
Crawford & Company (Canada) Inc.
Enhancing the customer experience,
every day.
www.crawfordandcompany.com

Cunningham Lindsey
International independent claims
services.
www.cunninghamlindsey.com

DSB Claims Solutions

High Performance Speciality Adjusting
Satisfaction Guaranteed!
www.dshclaims.com

Granite Claims Solutions
Global Adjusters and Marine Surveyors
www.graniteclaims.com

PCA Adjusters Limited
Adjusting to Meet your needs™
www.pca-adj.com

Quelmec Loss Adjusters
Identifying, Investigating, Resolving...
for over a quarter century!
www.quelmec.ca

CONSTRUCTION CONSULTANTS
MKA Canada, Inc.

Providing creative solutions to the Con-
struction, Legal and Insurance Industries.
www.mkainc.ca

DAMAGE COST CONSULTANTS
SPECS Ltd. (Specialized Prop-
erty Evaluation Control Services)
Providing Innovative Solutions to
Control Property Claim Costs
WWW.Specs.ca

EMPLOYMENT ONLINE
I-HIRE.CA Canada's Insurance
Career Destination.
www.i-hire.ca

ENGINEERING SERVICES
Giffin Koerth Forensic
Engineering and Science
Investigate Understand Communicate
www.giffinkoerth.com

GRAPHIC COMMUNICATIONS
Informco Inc. Integrated Graphic
Communications Specialists.
www.informco.com

INSURANCE COMPANIES
Aviva Canada Inc.

Home Auto and Business Assurance.
www.avivacanada.com

Catlin Canada
Underwriting Ambition.
www.catlincanada.com

FM Global
The leader in property loss prevention.
www.fmglobal.com

National Bank Insurance

Auto | Home

Home and Auto Insurance in Quebec.
www.nbc-insurance.ca

RSA
Leading car, home and business insurer.
Www.rsagroup.ca

Sovereign General Insurance
Company of Canada

Since 1953
www.sovereigngeneral.com

The Guarantee Company
of North America
“Specialized insurance
products...professional service”
www.gcna.com

Wawanesa Insurance
Earning your trust since 1896.
www.wawanesa.com

INSURANCE LAW

The ARC Group Canada Inc.
Your Partner in Insurance

Law & Risk Management.
www.thearcgroup.ca

REINSURANCE

Guy Carpenter & Company
The world’s leading reinsurance
intermediary.
WWW.guycarp.com

Swiss Reinsurance

Company Canada

The leading P&C reinsurer in Canada.
WWW.Swissre.com

Transatlantic Reinsurance
Company

For all your reinsurance needs.
www.transre.com

RESTORATION SERVICES
Winmar

Property Restoration Specialists
Coming Through For You!
Wwww.winmar.on.ca

RISK MANAGEMENT

The ARC Group Canada Inc.
Your Partner in Insurance Law and
Risk Management.
www.thearcgroup.ca

Your Breaking Insurance

News Source...

Ottawa invites

CANADIAN UNDERWRITER
DAILY o So el oy

feediback on proposed risk. solvency guidelines.
e firms

Sign-up to receive
Canadian Underwriter’s
FREE DAILY Insurance
Headline e-News:
http://bit.ly/cuenews

for Canadian ins

o rates stable at Jarusry

Aty fraud atbermgt in Manitoha foled by police officer’s eye
g

property and casualty
insurance industry: A M. Best

CARSTAR lunches 25 new
locations across Canada
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al: Wilks e
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GALLERY

The Insurance Institute of
Ontario held its 115th Annual
Convocation & Awards Night

on January 23 at the Metro
Toronto Convention Centre.
Donna Ince, president of the
Insurance Institute of Ontario,
served as MC. Silvy Wright,
chairman of The Insurance
Institute of Canada, addressed
the more than 400 Chartered
Insurance Professional (CIP)
and Fellow Chartered Insurance
Professional (FCIP) graduates.
The keynote speaker was Neil
Pasricha, bestselling author of
The Book of Awesome.

See all photos from this event at www.canadianunderwriter.ca/gallery
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With more than 250 in at-
tendance, McCague Borlack

LLP hosted its 19th Annual
“Christmas in January” party at
its Toronto offices on January
21, 2014. McCague Borlack
LLP is the Ontario affiliated
firm of the Canadian Litigation
Counsel (CLC). As such, CLC
members and The Harmonie
Group, together with clients
and guests from all facets of
the insurance industry across
Canada, embraced the mid-Jan-
uary event to get together, look
to the year ahead and discuss
the latest news and develop-
ments in the industry.
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The AudaVision 2014 Toronto
symposium, held by auto claims
technology provider Audatex
Canada on January 31, 2014,
offered its claims outlook for
the coming year. “There’s a
seismic shift happening across
the entire claims ecosystem
that’s being driven by a wide
range of digital technologies.”
Various speakers presented
throughout the day, including
George Cooke, president of
Martello Associates Consulting,
and former CEO of The
Dominion, as well as Glenn
Gibson, CEO of Crawford
Consulting Services (Canada)
and president of business

See all photos from this event at www.canadianunderwriter.ca/gallery

operations, Hamilton Tiger-Cats.

APPOINTMENT

Cheryl Hobbs

Creechurch International Underwriters
Ltd. is pleased to announce the recent
appointment of Cheryl Hobbs, CAIB, CIP
to the position of Assistant Vice President,
Business Development.

In this role Ms. Hobbs principal
concentration will be to market the
Creechurch brand and its entire product line
and services. Ms. Hobbs will utilize her keen
sales & marketing experience to service and
further enhance relations within our broker
community. Ms. Hobbs will also be involved
in expanding Creechurch’s Canadian
footprint and sourcing new business
opportunities.

Prior to joining Creechurch, Ms. Hobbs
spent the last ten years in Sales & Marketing
roles within the insurance industry at
various national brokerages. Ms. Hobbs was
most recently AVP, National Marketing with
alarge Global Insurer.

Ms.Hobbs holds the designations of Certified
Insurance Professional and Canadian
Accredited Insurance Broker and is also
licensed with RIBO.

Creechurch International ~ Underwriters,
founded in 1996 is one of the leading
underwriting management  companies
in Canada, offering specialized insurance
to a wide spectrum of business sectors.
Part of a large global insurance and
reinsurance  organization  with 60
offices on four continents Creechurch
underwrites exclusively on behalf of
large A rated multinational insurers. Its
products are distributed through licensed
Canadian insurance brokers through our
offices in Toronto and Montreal.

CreecHurch

International Underwriters
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A total of 377 repairers,
insurers and suppliers repre-
senting the insurance claims
and collision repair industries
attended the Canadian Collision
Industry Forum (CCIF) meet-
ing on February 1 in Toronto.
Leanne Jefferies, director of
collision programs for AIA
Canada, welcomed the group
and introduced speakers of
the day. These included Tom
Bissonnette of Parr Autobody
in Saskatoon, outgoing CCIF
chairman; Larry Jefferies,
CCIF chairman for 2014;

Andrew King, managing partner

at DesRosiers Automotive
Consultants; Marc Honorat,
founder of Haiti ARISE; and
Doug Kirk, global services

support manager at Akzo Nobel.

Discussing top CCIF action
items, a panel discussion en-
sued, with input received from
members of the CCIF Steering
Committee: Joe Carvalho of
Economical Insurance; David
Adams of Global Automakers

of Canada; Paul Prochilo of
Prochillo Brothers Collision;
and Bruce Hemstreet of
CARSTAR, Lethbridge and
Medicine Hat).
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2014 Ontario Insurance Directory: $59.00 each
(plus $5.00 Shipping & Handling plus applicable taxes)
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“GET ALL THE RIGHT CONNECTIONS!”

Ontario Insurance Directory

This outstanding directory is your personal address and telephone book dedicated solely
to the Ontario Insurance Industry... find the company contacts you need immediately!

Used on a daily basis by all segments of the Industry — the O.1.D. is the Undisputed Source for Insurance
professionals to make contact with companies quickly and easily.

The coil bound O.1.D. contains:

400+ pages of information - 2,200+ company listings -« 130+ advertisers « 12 key industry sections:

Insurance Companies / Wholesalers
Brokers

Independent Adjusters

Appraisers

Rehabilitation Services
Restoration Services
Lawyers / Dispute Resolution
Engineers / Accountants

Bodyshops / Collision Repair
Automotive Recyclers
Insurance Industry Associations
Industry Suppliers Guide

Completely
Updated
for 2014-
over 10,000
changes!

1-800-668-2374


http://www.bit.ly/oidorder
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Matina Kipouros

Vice-President,
Underwriting and
Marketing

Laura Wiebe, President & CEO of
the Saskatchewan Mutual Insurance
Company (SMI), is pleased to
announce the appointment of
Matina Kipouros as Vice President,
Underwriting and Marketing.
With over 20 years of insurance
experience, Matina most recently
held the position of Branch Manager
with another Canadian P&C insurer
and comes to SMI with extensive
commercial underwriting and
marketing experience.

Matina holds a Master's Degree in
Administration & Planning and her
CIP designation. We welcome
Matina and look forward to her
becoming an integral part of the SMI
management team.

Formed by a group of pioneer
farmers in 1908, SMI has prospered
for over 100 years providing security
and service to its policyholders.
Today as a federally regulated
insurer operating in Alberta,
Saskatchewan and Manitoba, SMI
writes over $55 million in direct
premiums. With its head office
located in Saskatoon, the Company
has approximately 75 employees
and serves its policyholders through
the independent brokerage system.
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SASKATCHEWAN MUTUAL
INSURANCE COMPANY

www.saskmutual.com
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Hundreds of insurance claims
industry guests attended the
8th Annual Post CICMA/CIAA
Joint Conference Cocktail on
February 4, 2014. Entitled The
Big Mingle, the event featured
an “all-things Canadian”
theme, with a nod to the (then)
upcoming Winter Olympics.
Giffin Koerth and Blouin Dunn
LLP hosted the event, held at
the The Fifth Social Club in
Toronto.
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More than 150 exhibitors from
across Canada showcased their
works at the Ontario Insurance
Adjusters’ Association’s (OIAA)
Professional Development &
Claims Conference in Toronto
on February 5, 2014. The
event featured a trade show

and seminars covering a wide Tl .
variety of timely claims topics. Recs Fast & Ejyectty

Granite Claims Solutions
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The CICMA/CIAA Ontario
Chapter’s 47th Annual Joint
Conference was held February
4, 2014 at the Metro Toronto
Convention Centre. The
theme of the conference

was “Technology Supporting
Claims... It's in the Clouds.”
Guest speakers were master
of ceremonies Brian Maltman,
executive director of General
Insurance OmbudService; Jo-
Ann Eccleston, past president
of the Ontario CICMA Chapter;

Dorothy Lowry, president of the

Ontario CIAA Chapter; Carol

Kreiling, vice president at Swiss

Re; Steven Dubenow, national
manager at SIU, CKR Global;
John Kotsopoulos, president

\
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and CEO of iAutoConnect; and
the keynote speaker, Amber
MacArthur, entrepreneur,
bestselling author, well-known
blogger, keynote speaker and
TV host. MacArthur started
her career during the dot-com
boom in San Francisco and has
since been at the forefront of
reporting on and participating
in digital innovation.

Get the job. Done.

FOUND MY JOB AT

1 . i—hiré.ca

Canada’s Insurance Career Destination
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Energize your options.

By,

- ACIP Designation expands knowledge. ===

Whether you're a broker, an underwriter, adjuster or actuary, a Chartered Insurance Professional designation
will increase your expertise to keep you on the cutting-edge of the industry. The internationally recognized

10 course program puts an emphasis on information you can use every day. It builds on your experience and
helps you to enrich your skills. Through extensive public marketing, both insurance consumers and employers
are learning the value of a CIP designation and understand that it indicates a high-level of ethics, experience
and education. Choose from in-class, real-time Web or distance learning courses. Contact your local Institute or

Chapter today to register for the upcoming semester.

Plug into learning and explore new possibilities.

<

www.insuranceinstitute.ca
1-866-362-8585 ‘ ]’ ’[ P

Educating the property and casualty industry since 1899. The Professional Standard



www.insuranceinstitute.ca

We’'re celebrating our 5th birthday. And you.
Your support has played a large role in the growth we’ve achieved over the last 200 years. So thank you for helping
us continue to become the choice of most Canadians for their home, auto and business insurance needs.
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