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14 Leading by Example                
James Cameron, president of
Cameron & Associates 
Insurance Consultants Limited,
was recognized by the CIP 
Society when he received its 
Established Leader Award. 
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editorial

Is the big bad wolf coming? 
Perhaps yes; perhaps no.

 All the talk of Google 
entering/possibly entering  
the insurance market —  
depending on one’s locale — 
has created quite a stir. 

“Google is getting the  
approval for selling insurance  
on their compare site in 
a large number of states 
via a number of different 
insurance partners,” Denise 
Garth, a partner with Strategy 
Meets Action (SMA), writes 
in a recent blog. 

A survey from Accenture, 
issued a year ago, showed 
that 67% of polled insurance 
customers would consider 
purchasing insurance  
products from organizations 
other than insurers. The 
survey attracted responses 
from 6,000-plus customers 
in 11 countries, and multiple 
responses could be given.

In all, 43% of respondents 
reported they would consider 
buying insurance from banks, 
23% from online service 
providers like Google or 
Amazon, 20% from home 
service providers such as 
telecommunications or home 
security companies, 14% 
from retailers and 12%  
from car dealers.

“Competition in the  
insurance industry could 
quickly intensify as consumers  
become open to buying 
insurance not only from tra-
ditional competitors, such as 
banks, but also from Internet 
giants,” said Michael Lyman, 
global managing director 
for management consulting 
within Accenture’s insurance 
industry practice. 

Garth notes in her blog 
that “companies like Google 
would not underwrite the 
risk, but they would be the 
primary point of contact for 
the customer relationship, 
making insurers the providers  
of the insurance product 
within Google’s ecosystem.” 

Insurance comparison 
shopping site Google 
Compare rolled out in the 
United Kingdom in 2012. 

It allows vehicle owners to  
compare a range of insurance  
policies from various providers 
to which Google has access 
and that may be available 
to those consumers. It does 
not provide advice or endorse 
specific products or providers.

That is good news for  
insurers... if that approach 
continues. Were it to change, 
though, it would not be so 
good for insurers (except, 
perhaps, those that receive 
endorsements) in light of 
Google’s considerable reach 
and dedicated audience. 

Keefe Bruyette of Keefe 
Bruyette & Woods was 
recently quoted as saying it 
would be more impressive 
“in terms of industry impact 
if a tech company like Google 
were to deploy its analytical 
firepower at actually pricing 
(i.e., underwriting) auto  
insurance policies rather 
than simply acting as a  
comparative shopping tool.”

That not being the case 
(yet), insurers would be  
well-advised to rethink how 
they will do business in an 
environment where technology  
reigns supreme and ever- 
increasing customer demands  
will have the power to drive 

change in how products are 
configured and delivered.

Timely response, insight 
and having options available 
to suit customer needs will 
likely be critically important. 
And that will demand having 
in place systems that can 
serve customers the way in 
which they want to be served 
both now and in the future. 

Many in the insurance  
industry have lagged other 
sectors with regard to investing  
in and beefing up technology 
and systems to make those 
objectives a reality.

Responsiveness will surely 
also be about product  
offerings and partnerships 
that help keep customers 
happy and on side. 

Armed with data — and a 
willingness to invest and  
innovate — future competitors  
may take many forms. Those 
able to offer choice and lower 
costs will, at the very least, 
get a look from customers.

Recent survey results from 
Accenture — based on input 
from 141 insurers in 21 
countries — shows 72% of 
polled insurers have formed 
or are planning to form new 
distribution partnerships. 

Of those intending to  
do so, 69% are considering 
partnering with banks and 
44% are considering tech 
companies like Google  
or Facebook.

Garth cautions that Google 
is not just some aggregator 
site. “It represents a major 
disruption by a recognized 
innovative giant who brings 
an outside-in approach to 
customer-driven engagement 
and empowerment.” 

“Competition in 
the insurance 
industry could 
quickly intensify as 
consumers become 
open to buying 
insurance not only 
from traditional 
competitors, such 
as banks, but also  
from Internet giants.”

Angela Stelmakowich  
Editor
Canadian Underwriter
astelmakowich@
canadianunderwriter.ca

Huffing and Puffing

mailto:astelmakowich@canadianunderwriter.ca


appliedsystems.ca

Turn data into insights   
YOUR DATA HAS VAST POTENTIAL to provide greater  
insights about your brokerage. Applied is the first in  
the industry to deliver a business intelligence solution  
specifically for independent brokerages, enabling you  
to turn your data into information and powerful  
insights for higher growth and profitability.

Learn how to turn your data into insights. 

appliedsystems.com/insights

www.appliedsystems.ca
www.appliedsystems.com/insights


14 Canadian Underwriter February 2015

marketplace

Technology
 

POTENTIAL ECONOMIC 
BENEFIT OF DRIVERLESS 
CARS $65 BILLION ANNUALLY
Automated vehicles (AVs) — 
or self-driving cars — could 
be on Canadian roads  
between 2020 and 2025, 
with the economic benefits 
being more than $65 billion  
annually, reports the 
Conference Board of Canada.

That benefit could be seen 
through collision avoidance, 
fuel cost savings and  
avoiding congestion, states 
the report conducted with the 
Van Horne Institute and the 
Canadian Automated Vehicles 
Centre of Excellence.

“Self-driving cars could 
free up driving time, signifi-
cantly reduce the number of 
car accidents, minimize road  
congestion and reduce the 
amount of fuel that we 
consume,” says Vijay Gill, 
director of policy research  
at the conference board.

Overall, the report notes 
economic benefit are as 
follows: fewer collisions, 
$37.4 billion; saving drivers’ 
time, $20 billion; fuel cost 
savings, $2.6 billion; and 
reduced traffic congestion, 
$5 billion. “There will be new 
business opportunities for the 
auto and technological indus-
tries related to the design 
and manufacture of sensors, 
software, etc. for AVs.”

APP seeks TO FAMILIARIZE 
DIRECTORS, OFFICERS  
WITH LIABILITY ISSUES
Reinsurer Munich Re has 
announced the availability of 

a mobile app for Apple iOS 
devices designed to provide 
corporate managers with 
information on directors’ and 
officers’ (D&O) liability.

The app allows corporate 
directors and officers to 
“quickly gain an overview of 
their personal risk,” Munich 
Re reports. Beyond providing 
background information on 
D&O liability, it “asks about 
and evaluates the most  
important factors that  
influence a manager’s risk.”

The risk assessment “does 
not apply to any specific terri-
tory or legal environment, but 
can be applied to most of the 
concerned territories,” notes 
a company spokesperson.

Users can find contact  
information for primary  
insurers with global know-
how, the company reports. 
Those companies “are mostly 
licensed in Canada as well,” 
the spokesperson adds.

The app is available from 
the Apple Store. A version for 
devices running on Google 
Inc.’s Android operating  
system is under development.

TIME-BASED TELEMATICS 
OFFERING FOR COMMERCIAL 
FLEETS LAUNCHED
Calgary-based insurance 
brokerage InsureMy Ltd. has 
launched a new time-based 
insurance (TBI) product for 
commercial drivers and fleets 
in Alberta and Ontario.

Called the first such  
offering of its kind, it uses 
telematics technology from 
Intelligent Mechatronic 
Systems (IMS), allowing fleet 
operators and managers to 
receive insurance premium 

refunds based on actual 
vehicle usage. 

The company reports com-
mercial vehicle operators pay  
regular insurance premiums 
based on traditional rating 
criteria, but with the TBI 
product, they can receive a 
refund at the end of term for 
vehicle inactivity. Operators 
can also receive a premium 
refund based on use while 
receiving full-term coverage.

PRICING FOR E-SIGNATURE 
PRODUCT AVAILABLE TO  
IBAO MEMBERS
The Insurance Brokers 
Association of Ontario now 
has an affinity partnership 
with the electronic signature 
vendor, Silanis Inc.

The service allows users to 
capture signatures on their 
websites, at a point of sale, 
or while using desktop, lap-
top and mobile computers. 

“Signers are not required to 
download anything and can 
e-sign using only a standard  
web browser,” Silanis reports.

Canadian 
Market

 
XL GROUP ANNOUNCES 
OFFER TO ACQUIRE CATLIN 
GROUP FOR US$4.1 BILLION
XL Group plc is seeking to ac-
quire all capital stock of Catlin 
Group Limited, a move that, 
if approved, will create a Top 
10 reinsurer with expanded 
alternative capital capabilities.

XL Group has entered into 
an agreement under which 
it will offer to acquire all 
of Catlin Group’s common 

shares for “consideration 
of 388 pence in cash and 
0.130 share of XL for each 
Catlin common share.”

Based on the closing price  
of an XL Group share at  
January 8, 2015 of US$35.42,  
“the offer values Catlin at 
693 pence per share. This 
represents a transaction 
equity value of approximately 
US$4.1 billion.”

The name of the parent 
company of the combined 
group will remain XL Group 
plc, while the newly combined  
company will be marketed 
as XL Catlin, reflecting the 
strong reputation of both 
brands. Structured as a 
scheme of arrangement,  
the transaction is expected  
to close mid-2015.

Stephen Catlin, chief 
executive officer of Catlin 
Group, is expected to serve 
on the XL Group board as 
executive deputy chairman.

CNA EXPANDS SPECIALTY 
LINES IN CANADA
CNA began offering specialty 
products in Canada as of 
January 1, 2015 through its 
Specialty Lines business.

“By tapping into the com-
pany’s deep expertise and 
the strengths of our current 
products and services, we 
were able to create an insur-
ance solution that is tailored 
specifically for Canada,” says 
John Hennessy, president 
and chief operating officer 
for CNA Canada.

The company notes that, in 
Canada, CNA Specialty will 
begin accepting submissions 
for management liability and 
professional liability.
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Claims
NOVEMBER STORM TOPS 
$90 MILLION IN INSURED 
DAMAGE: IBC
A preliminary estimate from 
Property Claim Services 
indicates the late-November 
storm that brought with it 
heavy rains and winds across 
Ontario and Quebec caused 
$90 million in insured dam-
age, reports the Insurance 
Bureau of Canada (IBC).

The storm November 24 
to 25 featured wind gusting 
as strong as 100 kilometres/
hour, resulting in widespread 
damage when trees fell on 
buildings and vehicles, and 
downed hydro lines caused 
power outages, IBC notes.

“In 2014, weather-related 
insured damage in Ontario 
hit $200 million; that 
includes claims from the 
Burlington floods and the  
tornado in Angus,” says 
Ralph Palumbo, IBC’s  
vice president, Ontario.

In the United States, the  
Insurance Information Institute 
reported in November that 
2014 insurance losses from 
winter storms could reach 
US$2.5 billion, making 2014 
the fourth costliest year on 
record for winter storm losses.

CIAA, PCS PARTNERSHIP 
AIMS TO IMPROVE CAT
INFO FOR ADJUSTERS
The Canadian Independent 
Adjusters’ Association 
(CIAA) and Property Claim 
Services (PCS), part of Verisk 
Analytics, have partnered to 
allow CIAA members access 
to PCS’s cat loss information.

The access “will help 
independent adjusting firms 
plan for catastrophe events, 
allocate resources more 
effectively, and reduce cycle 
time, ultimately contributing  
to lower loss adjustment 
expense,” PCS reports.

The CIAA, for its part, 
will provide post-cat event 
insights, photos, videos and 
commentary from adjusters 
on the ground. It will also 
collaborate with PCS for an 
enhanced PCS Canada app 
that allows adjusters to  
upload, share and view  
content from cat sites.

Risk
 

CANADIAN CEOS CONCERNed 
ABOUT DATA SECURITY: PWC
About two-thirds of Canadian 
chief executive officers 
taking part in a survey by 
PricewaterhouseCoopers 
(PwC) LLP identified cyber 
threats as a concern, while 
75% identified cyber security 
as “strategically important.”

In the Canadian results of 
PwC’s 18th Annual Global 
CEO Survey, 84% of polled 
CEOs also cited “mobile 
technologies for customer 
engagement” and 59% iden-
tified the “Internet of things” 
as strategically important.

Survey results reflect 
interviews with 1,322  
CEOs from 77 countries, 
including 44 from Canada.

“Compared to last year, 
Canadian CEOs are more 
concerned about the cost 
of regulation, the threats of 
cyber security and changing  
customer preferences,” notes 

Bill McFarland, CEO and  
senior partner at PwC Canada.

“Technology matters lead 
the way when it comes to 
business threats to Canadian 
organizations,” PwC reports. 

“Cyber threats, including 
lack of data security (64%) 
and the speed of technology 
change (64%) were identified  
equally as a concern by 
Canadian CEOs, although 
substantially more U.S. 
CEOs, 86%, voiced concern 
about cyber threats.”

Reinsurance
FEDERAL COMMITMENT TO 
BETTER FLOOD MITIGATION 
WELCOMED: IBC
The Insurance Bureau of 
Canada (IBC) has welcomed 
Ottawa’s move to make  
$200 million available for 
flood mitigation projects.

“We have seen how the 
world has changed in recent 
years and understand how 
severe weather events are 
hurting Canadian families,”  
says Don Forgeron, IBC’s 
president and chief  
executive officer. 

“We also believe it is vitally 
important that the government 
work toward mitigating risks 
of earthquake in Canada.”

INSURERS MUST COVER  
MORE CATS WORLDWIDE
Property and casualty 
insurers must work toward 
covering more catastrophes 
worldwide, or risk marginal-
izing the industry, Phil Cook, 
chief executive officer of 
Omega Insurance Holdings, 
said recently in Toronto.

“This is a huge problem for 
our industry,” Cook said.

2014 was benign in terms 
of insured losses from 
catastrophes, he noted. Still, 
that “US$34 billion only 
represents about 20% of the 
actual economic damage 
suffered around the world, 
excluding loss of life.”

Echoing a recent report 
from the Geneva Association, 
Cook said that ideal insurance  
penetration should be 10% 
of gross domestic product, 
but at present, the global 
penetration is at just over 
6%. This underinsurance 
problem is even more evident 
in emerging countries.

CANADIAN QUAKE COULD 
CAUSE HALF OF LOSSES IN 
100-YEAR RETURN PERIOD
AIR Worldwide estimates the 
current 1.00% exceedance 
probability loss — or the 
100-year return period loss 
— is US$231.5 billion, while 
the long-term average annual 
loss from natural cats and 
terrorism is US$72.6 billion.

AIR notes that figure  
compares to US$219.4 billion 
for the 100-year return  
period in 2013, and 
US$205.9 billion in 2011.

“A single North America 
earthquake — an M6.7 
earthquake that strikes just 
7 miles outside downtown 
Montreal and damages 
properties in parts of Ontario 
and Quebec provinces in 
Canada, as well as parts of 
New York and Vermont in the 
United States — accounts 
for US$115.3 billion, fully 
50% of the global insured 
loss total for all perils.” 
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Lynn Oldfield, 
honoured with 
The CIP Society’s 
Established 
Leader Award, 
is well-aware of 
how important 
education and 
engagement are 
to playing in 
the constantly 
evolving p&c 
insurance space.
Lynn Oldfield, president and 
chief executive officer of AIG 
in Canada, has no problem 
explaining why she loves 
talking about, learning about 
and encouraging others to 
get excited about insurance.

“The big attractors in this 
industry for me are that it’s 
absolutely foundational to 
allow the Canadian economy 
to grow and expand and 
develop,” says Oldfield, who 
has been in the property and  
casualty insurance business 
for three decades. “The 
variety is constant. You’re 
talking to a mining client one 
day, a transportation client 
the next day and a financial 
institution the third day.”

It may be this variety that 
has provided the spice to 
what some outsiders — 
wrongly in Oldfield’s mind — 

view as a bland industry. 
It also may be this variety 

that has fuelled her commit-
ment to lead by example and 
inspire others to get involved 
and stay engaged.

GET EDUCATED 
Oldfield’s efforts around 
education and mentoring  
are meant to spark that 
fire and engagement. 
These include teaching 
Principles and Practices of 
Insurance at the Insurance 
Institute of Canada (IIC), 
contributing to updates to 
IIC’s Chartered Insurance 
Professional (CIP) program, 
creating AIG Canada’s 
Emerging Leaders program 
and launching a Pay It 
Forward campaign, which 
connects experienced and 
younger professionals.

“Mentors were incredibly  
important to my career 
development,” Oldfield says. 
“I pestered to join meetings, 
to attend clients’ events and 
to learn from the seat of mas-
ters, and I was very fortunate 
to learn this business from 
some of the best minds.” 

As such, she made a  
commitment very early on 
to pay it forward.“Ironically, 
I end up learning, I think, 
as much from one-on-one 
mentoring experiences as the 
individuals take from them.” 

Oldfield’s decades-long 
efforts were recognized last 
year by the CIP Society, 
part of the IIC, with an 
Established Leader Award.

“It’s an organization I hold 
in the highest of regard,” she 
says of IIC, calling it “the 
premier educational body  
for insurance professionals  
in Canada.”

The industry affords ample 
opportunity for learning — 
and education is something 
in which Oldfield sees great 
value, crediting it with being 
a foundational key to her 
development and success. 

“I’m fortunate in my career 
that at an early age, I decided 
education was going to be  
an important differentiator 
for me and it did not  
disappoint,” she says.

Outside of the insurance  
world, Oldfield has an under-
graduate degree from Wilfrid  
Laurier University and an MBA 
from McMaster University; 
inside the insurance world, 
she has Fellow Chartered 
Insurance Professional and 
Canadian Risk Management 
designations. 

solid platform
Beyond the honour of the 
award, Oldfield says it offers 
a platform from which she 
can discuss issues of impor-
tance to the p&c industry in 
Canada, and from which she 
can reach out to those not 
currently in the industry.

“We are competing for 
top talent with many other 
industries,” she points out, 
welcoming any platform that 
allows her to sell the merits 
of what she regards as “a  
fascinating and ever-changing  

industry” and opportunity for 
young professionals.

“The property casualty 
industry in Canada is directly 
related to the economic vola-
tility that we’ve seen in the 
last decade. There are ups; 
there are downs. We need a 
highly educated and engaged 
workforce,” she emphasizes. 

“If we can attract the 
best and the brightest, the 
industry is better for it.”

But how does one sell  
the industry when the  
competition is so stiff?

“I think you sell it as an 
industry that is the founda-
tion of economic growth and 
development in Canada,” 
Oldfield says. “It’s an  
industry that absolutely 
demands a fulsome under-
standing of the Canadian 
business environment and, 
most importantly, a very high 
level of curiosity,” she says. 

“The question we always 
ask our commercial clients 
is, ‘What are some of the 
obstacles of meeting your 

Spice of Life

“It’s an industry 
that absolutely 
demands a fulsome 
understanding of the 
Canadian business 
environment and, 
most importantly,  
a very high level  
of curiosity.”
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business objectives? If you’re 
trying to grow your business, 
what’s holding you back?’” 
she relays. “If you can bring 
a solution to the table to 
assist in breaking down those 
barriers or augmenting some 
business process or working 
capital that’s going to move 
forward a Canadian corpora-
tion’s growth objectives, that’s 
a very heady experience.”

learning the ropes
With AIG Canada since 
1991, having joined as man-
ager of professional liability, 
Oldfield has held a number 
of senior roles (some promo-
tions; others lateral moves). 

Among other things, she 
served in the Canadian 
lead position for what is 
now financial lines, led the 

national accounts practice, 
launched AIG’s mergers and 
acquisitions products to the 
Canadian market, developed 
what is now called global 
risk solutions, and took on 
the senior leadership in the 
company’s underwriting and 
distribution functions. 

In 2008, at the height of 
the financial crisis, Oldfield 
was named president and, 
two years later, also CEO.

“I have learned so much 
from the day I walked into 
my first managerial position 
with AIG in 1991, and most 
of my learning has come 
from mistakes that I’ve made 
over the years. Those are  
the most powerful learning 
opportunities,” Oldfield says. 

“Hiring top talent, setting 
clear expectations and then 

providing constant feedback, 
for me, has been the greatest  
formula to allow team  
members to be successful.”

challenges ahead
While much progress has 
been made in the p&c  
insurance space, both  
globally and at home, plenty 
of challenges lie ahead.

Having been in the p&c 
insurance industry in Canada 
for 31 years, Oldfield quips 
that she “predates the  
personal desktop computer 
and the Internet, so technol-
ogy has been enormous.” 

Oldfield also cites changes 
to weather, natural cata-
strophic loss development, 
changes to governance and 
the competitive nature of the 
marketplace. “Canada has 

always been a competitive 
property casualty industry, 
but I think some of the 
technology and innovation 
enablers have made it a 
more interesting competitive 
market going forward.”

How has industry fared? 
With regard to technology, 
various companies have 
responded in various ways, 
Oldfield says, and industry’s 
adaptation to increased  
natural catastrophe is what 
she terms a work in progress.

“As the industry comes 
together with government 
and with stakeholders, it’s 
tackling climate change,  
it’s tackling things like flood 
mapping and tracking,”  
Oldfield notes. That said, 
“the property and casualty  
insurance industry in 
Canada, unfortunately, is not 
the only answer to some of 
these global trends. But it 
has to be an active partici-
pant with a voice and with 
meaningful contributions at 
the table,” she emphasizes.

The industry must be pre-
pared to answer challenges. 
At AIG Canada, for example, 
the company hosts and trains 
employees through a process 
called Innovation Boot Camp. 
Those efforts have “spawned 
some of the more interesting 
products that we have devel-
oped in the last five years.”

Customers are more edu-
cated than ever before, she 
says. “An educated consumer 
requires a more responsive 
carrier and partner.”  
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Rise of the Drones

The commercialization of drone technology is 
rapidly evolving and has created new insurance 
coverage issues that were not considered when 
current primary insurance policy language was 
originally developed.

Various industry estimates indicate that glob-
al spending on drones is projected to exceed 
US$100 billion in the next decade, with more 
than 10% of that spend expected to come from 
commercial (non-military) applications. 

This rapid growth in drone use will require 
an insurance industry response as policyholders 
will be looking to their insurers for property and 
liability coverage options. 

The top current and potential commercial 
applications are from the agricultural and crop 
management industries. Currently, 90% of aerial 
agriculture spraying in Japan is done by drones, 
notes information from the Association for Un-
manned Vehicle Systems International (AUVSI). 

The United States will lead all countries in 
commercial drone unit sales once the Federal 
Aviation Administration (FAA) develops regula-

tions assimilating them into their airspace. AUVSI 
reports that in the next decade, the market is 
expected to reach 160,000 units sold per year in 
the U.S. alone, with more than 80% of the units 
being used in agriculture.

DRONE USE IN CANADA
Canada has quietly allowed the use of commer-
cial drones since 2007, and drone use here has 
been largely uncontroversial. Commercial drone 
use in Canada is regulated on a federal level by 
Transport Canada, governed by the Canadian 
Aviation Regulations. A Special Flight Operation Cer-
tificate (SFOC) must be secured from Transport 
Canada prior to operating a commercial drone 
in Canada and a commercial operator must have 
$100,000 of liability insurance in place regard-
less of the size of the drone and its use.

Recent developments
There were a couple of recent developments at 
the end of last year in Canada with respect to 
drones. First, the Government of Canada launched 
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The property and casualty industry in Canada has some work 
to do to determine the complex liability and coverage issues 
that are likely to unfold with the anticipated increase in use 
of drones. Globally, however, Canada is leading the way in 
permitting commercial drone and mandating that insurance 
protection be purchased.
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By way of contrast, 945 SFOCs for 
commercial drone use were approved 
in 2013 by Transport Canada. 

Figures from the Canadian trans-
portation and airspace regulator show 
applications for SFOCs have increased 
500% since 2011, when 155 certificates 
were issued.

ISSUES OF CONCERN 
Personal privacy
Individual citizens’ privacy is one of 
the principal concerns with the private 
and public use of drones in national 
airspace. In Canada, the federal govern-
ment has taken the lead in regulating 

privacy relative to drones. A drone op-
erator may face a legal attack under the 
Personal Information Protection and Electronic 
Documents Act (PIPEDA) if he or she takes 
photos or videos of an individual in a 
private setting without consent.

Civil or criminal liability
There are also a number of potential 
legal issues involving the use of drones 
that could trigger civil or criminal li-
ability for a drone operator. Physical 
damage and bodily injury are the two 
biggest exposures faced by commercial 
drone operators. 

There have been a number of inci-
dents reported in Canada and the U.S. 
over the last couple of years involving 
drones coming relatively close to com-
mercial aircraft in flight. 

a new campaign that is designed to ed-
ucate Canadians on safe drone use to 
ensure they are compliant with relevant 
laws. Second, Transport Canada has an-
nounced a couple of exemptions that 
will make it easier for small drones to 
operate by waiving the requirement for 
a certificate to be obtained for commer-
cial drones under a certain weight class 
and for certain uses. 

These new regulations were meant to 
streamline the process and reduce wait 
times required in obtaining a SFOC for 
large drone classes and to allow non-
commercial and small-weight class drones 
to operate with a minimum of govern-
ment interference.

Future developments and uses
The impact of drone technology is 
significant and has made a number of 
companies consider new applications for 
drones, such as agricultural monitor-
ing/spraying, disaster management and 
claims evaluation. 

The United Services Automobile As-
sociation (USAA) and State Farm Mutual 
Automobile Insurance Company have 
both recently applied to the FAA for 
approval to use drones in the United 
States to assist in accelerating claims 
adjudication. 

Imagine how useful drones would 
have been during the 2013 Alberta flood 
event. An increased volume of claims 
could have been assessed in a shorter 
period of time instead of the delays cus-
tomers and adjusters experienced as a 
result of access restrictions in the days 
following the flooding. 

Thermal infrared power line surveys, 
law enforcement (Ontario Provincial Po-
lice currently uses drones to expedite 
scene investigations), television news cov-
erage, sporting events, movie-making 
and oil exploration are other present 
applications for drone usage that enable 
increased efficiencies in Canada.

In 2014 in the U.S., the FAA provided 
six film production companies with ex-
emptions to commercially operate drones. 
This was only the second time that the 
FAA has granted exemptions for com-
mercial drone use.

Trespass and nuisance
Trespass and nuisance are other legal 
risks a drone operator faces in Canada, 
coupled with the failure to obtain a 
SFOC when required, which could lead 
to an enforcement action, including fines 
by Transport Canada. 

Anyone operating a drone without a 
required SFOC may be subject to a fine 
of up to $5,000 for an individual and 
$25,000 for a company. If an operator 
does not comply with the requirements 
detailed in their respective SFOC, the 
Canadian regulator can issue fines of as 
much as $3,000 for an individual and 
$15,000 for a business.

DETERMINING COVERAGE
The drone industry is in its infancy and 
the property and casualty industry’s 
understanding of this emerging risk 
continues to evolve. There are myriad 
complex liability and coverage issues, 
any of which are further hampered by 
complicated operational, procedural and 
technological challenges. 

Current insurance contracts may be 
inadequate to address all of the issues 
posed by this rapidly changing tech-
nology. Conventional insurance cover-
age may have to be re-crafted in order 
to provide meaningful and sustainable 
coverage for the consuming public.

Insurers will have to decide whether 
they want to design insurance policy 
forms and endorsements, craft an ap-
plication, and develop underwriting 
guidelines and manuals and rates based 
on current drone requirements. The 
biggest hurdle from an underwriting 
perspective is the lack of historical data 
from that insurers can draw to branch 
into this new territory. 

Who within the industry should in-
sure this new product? Does coverage 
fall under the purview of aviation in-
surers or would the consumer be better 
served by traditional p&c insurers?

There is a certain expertise within 
the aviation insurance industry needed 
to provide coverage for conventional 
aircraft. Some of that will, no doubt, 
be used to insure against the liabilities 
that will arise from flying these drones 
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the drones are not operated with pre-
meditated or illegal uses. 

Liability insurance coverage under these 
policies may be inadvertently triggered 
if contract language is unclear, thus pro-
viding legal liability from a trespass-

once their use or operation, take-off 
and landing location(s), whether or not 
they will be operating over populated 
areas, and their flying altitudes, have 
been established. However, this is only 
the proverbial tip of the iceberg.

Conventional p&c insurance cover-
age can certainly address bodily injury, 
property damage and lost income aris-
ing from the ownership, use and opera-
tion of a drone(s). That said, concerns 
about privacy and cyber liability posed 
by this technology may have to be sepa-
rately addressed.

All lines of business may need an ad-
justment in contract language and cover-
age terms, including, for example, hom-
eowners/tenants package insurance. 

Since personal-use drones of less 
than 35 kilograms are not regulated by 
Transport Canada, they may be insured 
under a conventional personal property 
policy as long as there are no intended 
commercial uses of the equipment, and 

ing drone. stalking or harassment, and 
other infractions that could be related to 
drone use. As carriers become increas-
ingly more comfortable with this, just 
as they did with insuring certain em-
ployment practices or cyber liability in 
its infancy, the capacity to underwrite 
covers for drones will most likely increase. 

REMAINING COMPETITIVE
Canada is leading the way in permitting 
commercial drone use at a higher rate 
than almost any other country globally 
and mandating that insurance protec-
tion be purchased. As drone technology 
marches forward, it will become criti-
cal for insurers wishing to write com-
mercial businesses engaged in drone 
use to adapt their underwriting appe-
tite and develop insurance products and 
services that cater to drone operators or 
risk losing business to rival companies 
that are more aggressive in addressing 
these needs.    

945 SFOCs for commercial 
drone use were approved  
in 2013 by Transport  
Canada. Figures from the 
Canadian transportation  
and airspace regulator 
show applications for  
SFOCs have increased 
500% since 2011,  
when 155 certificates  
were issued.

Tel: 403.538.5450 www.braemaradjusting.com

OUR SERVICE
Braemar Adjusting provides the on and 
offshore Energy, Marine and Property 
Insurers, Brokers and Assureds with 
the highest quality, professional Loss 
Adjusting and Surveying services enabling 
Insurers to reach amicable and equitable 
settlement claims made by their Assureds.

OUR EXPERIENCE
The Calgary Team has 27 years of energy engineering 
experience, 75 years of insurance industry experience and over 
30 years of energy insurance experience. The team handles a 
wide variety of claims from different lines of business.

Paul Cameron, Director of Canadian Operations, would like to 
introduce the following new employees to the market:

Apar Purohit, Senior Loss Adjuster
An engineer over the past 15 years, employed by 
large E&P companies in Canada, developing strong 
technical and project management skills in down-
hole and surface engineering, field and operations 
management, production and facilities engineering, 
and pipeline integrity and risk management.
E: apar.purohit@braemar.com

John Riad, Loss Adjuster
An engineer with 8 years’ experience 
within the oil and gas sector, special-
izing in wellsite regulatory compliance, 
as well as production decline analysis.
E: john.riad@braemar.com

Thomas Friedl
Loss Adjuster
Thomas joined Braemer Adjusting 
in October 2014 after graduating 
from the University of Calgary with 
two Bachelor degrees, Commerce 
(Finance) and Classics. 
E: thomas.friedl@braemar.com

Elizabeth Siemens, Loss Adjuster
A 5 year engineer with a Master’s degree, 
experienced in hydrotreating, biofuels, design, 
SAGD, uranium and iron ore, surface facilities, and 
oil sands tailings. Elizabeth is fluent in French.
E: elizabeth.siemens@braemar.com

Rachel Tilford-Njaa, Loss Adjuster
An engineer with experience working on the front 
end design of a new bitumen plant. She also gained 
experienced as a Production Engineer working in 
bitumen mining and extraction operations. 
E: rachel.tilford-njaa@braemar.com
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mailto:thomas.friedl@braemar.com
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New entrants in the 
insurance industry demand 
that brokers reiterate their 
value as trusted advisors by 
delivering a differentiated 
level of client service.  
To help guard against 
commoditization in the 
marketplace, the  
21st-century brokerage  
must continue to evolve  
into a digital workspace.
The proliferation of digital technology into so-
ciety and the global economy has begun to blur 
the physical and digital worlds, triggering every 
industry to redefine its technology strategy to 
maintain and grow business profitability. 

Technology is improving and streamlining inter-
nal operations, driving efficiency and accuracy 
of information. It is evolving customer engage-
ment, thereby creating expectations for constant 
communication and customer servicing through 
multiple channels. 

With the insurance industry’s high rate of both 
organic growth and consolidation, it is essential 
for brokerages to develop differentiated offerings 

to remain competitive in today’s consolidating 
marketplace. Simultaneously, new, non-traditional 
entrants are disrupting the insurance industry, 
forcing brokers to further elevate their individu-
alized business proposition and reiterate their 
value as trusted advisors to avoid commoditiza-
tion in the marketplace.

To deliver this differentiated level of client ser-
vice and maintain effective and efficient internal 
operations, the 21st-century brokerage must con-
tinue to evolve into a digital workspace. 

Paper files will be replaced by digital archives; 
mobile devices will deliver access to client in-
formation while away from the office; the cloud 
will provide increased security and flexibility 
for growth; and the adoption of business intel-
ligence solutions will tap into the abundance of 
building data to enable more informed decision-
making. 

SCALABILITY, FLEXIBILITY, PRODUCTIVITY
To support growth goals, while continuing to attract 
and retain new clients and employees, brokerages 
require a brokerage management system (BMS) 
that delivers consistent workflows, standardized 
data and a modern architecture that is scalable for 
growth. Consistent workflows provide universal 
procedures across locations and office branches, 
as well as simplify employee on-boarding and 
training. Standardized data offers a single view 
into a brokerage’s book of business, enabling the 

Jeff Purdy  
Senior Vice President 
of International 
Operations, 
Applied Systems

21st-Century 

Brokerage
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to respond to your clients’ needs.

We stand behind the facts. We stand behind our brokers.

BEST

 rsabroker.ca

 Personal Insurance  Commercial Insurance  Global Specialty Lines

©
 2

01
5 

Ro
ya

l &
 S

un
 A

lli
an

ce
 In

su
ra

nc
e 

C
om

pa
ny

 o
f C

an
ad

a.
 A

ll 
ri

gh
ts

 r
es

er
ve

d.
 R

SA
, R

SA
 &

 D
es

ig
n 

an
d 

re
la

te
d 

w
or

ds
 a

nd
 lo

go
s 

ar
e 

tr
ad

em
ar

ks
 a

nd
 th

e 
pr

op
er

ty
 o

f R
SA

 In
su

ra
nc

e 
G

ro
up

 p
lc

, l
ic

en
se

d 
fo

r 
us

e 
by

 R
oy

al
 &

 S
un

 A
lli

an
ce

 In
su

ra
nc

e 
C

om
pa

ny
 o

f C
an

ad
a.

 R
SA

 is
 a

 tr
ad

e 
na

m
e 

of
 R

oy
al

 &
 S

un
 A

lli
an

ce
 In

su
ra

nc
e 

C
om

pa
ny

 o
f C

an
ad

a.
 

11396_RSA-GSL-CU-0215_FA.indd   1 2015-01-21   3:20 PM

www.rsabroker.ca


24 Canadian Underwriter February 2015

Whereas traditional 
reporting allows brokerages 
to examine “what 
happened” using data 
based on a defined set 
of criteria at a specific 
moment in time, advanced 
business intelligence 
solutions allow brokerages 
to study “why something 
happened” by using visual 
representations of data that  
are interactive and dynamic.

their workplaces, their clients will expect 
the same amount of online and mobile 
access to quote, renew and document 
their policies and file claims. 

Survey results released in June 2014 
by Bain & Company show that more 
than 40% of polled Canadian property 
and casualty consumers will move pur-
chasing behaviour online in the next 
three to five years. To deliver superior 
online client servicing, leading Canadi-
an insurance brokerages have built out 
their company website and amplified 
their social presence to provide multi-
channel servicing. 

A recent Accenture study also reflect-
ed this online movement when it found 

that 72% of surveyed consumers would 
prefer to research products and pricing 
online. The 21st-century brokerage pro-
vides online self-service quoting and 
pricing for its clients, which is seam-
lessly linked to a BMS for automated 
exchange of information. 

To ensure brokers continue to act as 
the insured’s trusted advisor, insurance 
technology is available to document new 
quoting activities, triggering personal 
outreach from the broker to the insured 
for follow-up advice and product guid-
ance. While operating a digital work-
place, brokerages need to maintain the 
personal element of their multi-channel 

business to better service its clients and 
identify opportunities to cross/upsell. 

By leveraging modern BMSs, brokerages 
can quickly scale business operations 
across multiple locations and more eas-
ily integrate acquired entities. Addition-
ally, through digitally driven interactions 
and seamless workflows, leading bro-
kerages have gone paperless — cutting 
costs associated with paper filing and 
creating additional physical space to 
expand their employee bases. 

From a systems standpoint, technol-
ogy like the cloud can provide broker-
ages flexible access to information while 
protecting important data in a secure 
online environment not located within 
the physical office. Cloud solutions pro-
vide hardware, networks, storage, services, 
applications and interfaces across the 
Internet, centralizing critical business 
intelligence and offering on-demand, 
remote access to information. 

By leveraging cloud technologies, in-
surance brokerages capitalize on their 
benefits, including better user experi-
ences, lower IT costs, increased business 
operations flexibility and stronger IT 
security.

To improve broker productivity, mo-
bile technologies are breaking down the 
traditional workspace dynamics and 
enabling brokers to deliver personal-
ized client service away from the office 
while maintaining access to the latest 
client information. By removing the need 
to make multiple phone calls back to the 
office to verify information, brokerages 
increase employee productivity and 
reduce time spent on duplicative admin-
istrative tasks. 

Additionally, the next wave of insur-
ance professionals are statistically more 
mobile-connected than any other gen-
eration, enabling brokerages that lever-
age mobile capabilities as part of their 
daily operations to attract and retain top 
talent to help drive business growth and 
profitability.

CONNECTING WITH THE  
DIGITAL CONSUMER
As 21st-century brokerages automate in-
ternal business operations and digitalize 

services, differentiating their business 
propositions from that of direct writers. 

LEVERAGING DIGITAL DATA
For 2014, Gartner predicted that busi-
ness intelligence and analytics would 
remain the top technology priority of 
chief information officers. 

With the exponential growth of data, 
leading brokerages are now evaluating 
ways to extract and analyze pre-existing 
data in an intuitive visual format to 
make more informed business decisions. 
Brokerages can evaluate their books of 
business, enabling them to better under-
stand retention rates, growth markets 
and leading lines of business. 

Business intelligence solutions also 
provide information about business met-
rics, such as how efficiently the business 
is operating, how quickly tasks are being 
completed, workflow bottlenecks and 
which employees are hitting sales goals.

Business intelligence builds upon the 
capabilities of the traditional reporting 
that brokerages have relied on to date. 

Whereas traditional reporting allows 
brokerages to examine “what happened” 
using data based on a defined set of 
criteria at a specific moment in time, 
advanced business intelligence solutions 
allow brokerages to study “why some-
thing happened” by using visual rep-
resentations of data that are interactive 
and dynamic. 

Business intelligence solutions enable 
brokerages to change criteria on the fly 
and drill deeper into a segment of the 
business or a subject matter to obtain 
greater business insights, as well as offer 
predictive statistical models to estimate 
likely future outcomes.

BROKERAGE GONE DIGITAL
Insurance Portfolio Inc., a third-gener-
ation independent insurance brokerage 
located in Toronto, relies on advanced 
technology to provide the capabilities it 
needs to build strong client relation-
ships, the cornerstone of its business. 
The brokerage has moved from a paper-
based, manually driven business to an 
automated, streamlined operation with 
advanced technology. 
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Key focal areas to modernize daily 
business operations through digital 
technology include the following:
•	 keep pace with changing customer 

expectations;
•	 provide the sales team with instant 

quote capabilities; and
•	 stay competitive by providing self-

service access to customers.
Increasingly, clients expect sophisticat-

ed technology and capabilities. “We’re 
operating in a time and industry where 
people demand information 24/7,” says 
Jennifer Tyrwhitt-Gory, president of In-
surance Portfolio Inc. 

“It’s no longer acceptable to get back 
to them the next day with information 
about their policy. They want answers 
right away, and that can mean the differ-
ence between winning and losing new 
business,” Tyrwhitt-Gory points out.

To meet changing demands, Insur-
ance Portfolio is also providing self-
service capabilities and broker access 
to policy quotes and customer infor-
mation. By using an online self-service 
portal as part of its client management 
program, the brokerage reports that the 
24/7 access has helped it win major 
new business. As the company contin-
ues to grow, it has increased customer 
retention to approximately 90%, and 
has improved overall staff productivity 
with its digitized business environment.

LOWERING COSTS  
ESSENTIAL TO PLAY
Today, the brokerage channel needs to 
harness the benefits of advanced tech-
nology to manage its business. Insur-
ance consumers expect greater access 
to information and more control over 
their decisions, while insurers continu-
ally seek new and better ways to market 
and sell insurance products. 

The future of insurance will be shaped 
by the ability of independent brokerages 
to lower the cost required to sustain rev-
enue growth and properly service their 
clients. By implementing technology 
innovations, independent brokerages can 
enhance the growth, profitability and 
agility of their organizations now and in 
the future.    

INSURANCE – 
we have it covered.

Canadian Underwriter’s Insurance Media Group is committed 

to providing the most timely and relevant news, information 

and resources to insurance professionals from all segments of 

the industry, providing marketers with a range of specialized 
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Tech 
Injection

Canada witnessed record 
vehicle sales in 2013, only 
to be topped by sales in 
2014. Still, concern over the 
availability of service bays 
and skilled workers is also 
on the rise. Canadian vehicle 
fleet and technological 
advancements that increase 
the life expectancy of 
vehicles, however, are 
expected to contribute to the 
growth of the aftermarket.
Given its competitive environment, it is no won-
der the automotive sector is constantly evolving, 
with each brand working to improve its edge 
over the competition by employing the latest 
and greatest technology. The automotive after-
market industry is not immune to these changes, 
but is fortunate to have at its disposal reliable 
insight into its future.

Part of that insight comes with the latest install-
ment of the Automotive Industries Association 
(AIA) of Canada’s recently issued 2014 Outlook 
Study. The biannual report, produced by DesRosiers 
Automotive Consultants Inc., examines the state 
of the Canadian automotive sector as a whole to 
predict the future conditions of the aftermarket 
and to help the industry prepare for upcoming 
changes in work volume, customer demograph-
ics and technology. 

THE AFTERMARKET
The automotive aftermarket is the $19.1 billion 
sector of the automotive industry concerned 
with manufacturing, distributing, retailing and 
installing automotive replacement parts, tools, 
accessories, equipment and chemicals.

In 2013, the Canadian aftermarket boasted a 
workforce of 403,800 in communities across 
the country. Although the total accounts for only 
half of those employed by the automotive sector, 
employment in the aftermarket has been more 
stable than that in the original equipment (OE) 
sector because, much like doctors and teachers, 
the demand for the services of aftermarketers is 
independent of consumer whims.

Marc Brazeau 
President and Chief 
Executive Officer,
Automotive 
Industries 
Association of 
Canada

Il
lu

st
ra

ti
on

 b
y 

S
ot

 R
it
ch

ie



Il
lu

st
ra

ti
on

 b
y 

S
ot

 R
it
ch

ie

The future is now.

Register for this exclusive conference now!

Learn what’s next at 
AudaVision Toronto 
April 7-8, 2015 | Palais Royale

Audatex Canada offers advanced business solutions 
with technology that is ahead of its time. AudaVision 
Toronto 2015 is an exclusive event that brings 
insurance claims and automotive stakeholders 
together with industry-changing innovations to 
enhance day-to-day business operations. 

Experience the Audatex difference.

Expand your reach and business opportunities.

Excel with innovative solutions that optimize your  
customers’ experience.

Exclusive event geared at 
automotive stakeholders:
 Insurance Claims   
 Repair Centres 
 OEMs 
 Auto Dealers  
 Industry Partners & Suppliers

AudaVision Toronto  
is hosted by Audatex Canada,  
a Solera Company.  
For more information,  
contact AudaVision@audatex.ca

Go to www.AudaVision.ca today!

www.audatex.ca

Supported by the Solera family of companies

38160_Conf_Ad_CdnUnderwriter.indd   1 15-02-10   10:05 AM

mailto:AudaVision@audatex.ca
http://www.AudaVision.ca
http://www.audatex.ca


28 Canadian Underwriter February 2015

The service and repair 
industry will, therefore, 
have to invest not only 
in new repair tools and 
technology, but also 
in skills training for 
employees. Outlets will  
also need to manage 
customer expectations 
since there will be more 
work that requires more 
time and not enough skilled 
workers to complete it. 

In contrast, buyers in the United 
States required an average of 21.3 weeks 
of before-tax income to purchase a new 
vehicle in 2012. This difference can be 
attributed to a reduction in the manu-
facturers’ suggested retail prices for base 
models of passenger cars in Canada, as 

well as the country’s more positive eco-
nomic environment. Fuel prices, which 
increased steadily from 2009 through 
2012, also finally stabilized in 2013.

The automotive aftermarket industry 
can be divided into two main catego-
ries: Do-It-Yourself (DIY) and Do-It-
For-Me (DIFM). 

The DIY segment consists of retailers 
supplying consumers with necessary 
parts and materials to complete their 
own maintenance and repairs. 

Though this segment is popular for 
certain maintenance jobs, such as oil 
changes and fluid top-ups, it has expe-
rienced a steep decline in recent years 
as vehicles become increasingly complex. 
Today’s vehicles are like computers on 
wheels, requiring specialized skill and 
technological tools to maintain. 

As such, it is no surprise that more 
and more Canadians are bringing their 
vehicles to the more than 23,500 Ca-
nadian service outlets for DIFM mainte-
nance and repairs.

VEHICLE SALES PAST,  
PRESENT AND FUTURE
Figures from the latest Outlook Study clear-
ly demonstrate the new vehicle market 
set an all-time sales record in Canada in 
2013, having sold 1.74 million light 
vehicles. Yet another record has just been 
announced for 2014, with the sale of 
1.85 million vehicles. 

It is anticipated that that upward trend 
will continue, with sales projected to 
exceed 1.8 million units by 2016.

It should be noted that light trucks 
sales have continued to increase since 
2009, and now represent 58.7% of all 
new vehicle sales. Attributed mainly 
to the growing popularity of compact 
sport utility vehicles, this trend will have 
important repercussions on the after-
market in the next decade. 

The study further found that large 
pick-up trucks have also gained popu-
larity, while sales of intermediate sport 
utility vehicles, small pick-up trucks and 
vans have decreased.

The record sales posted are likely due 
to vehicle affordability and fuel prices. 
Canadian buyers required an average of 
18.5 weeks of before-tax income to pur-
chase a new vehicle in 2012, a decrease 
from the average 19.2 weeks of income 
required in 2010. 

NEW VEHICLE SALES AND  
THE AFTERMARKET
The record number of new vehicles on 
Canada’s roads meant that new car deal-
erships were the most popular choice 
for maintenance and repairs in 2013, 
holding a 36.6% share of the service and 
repair market. This success is expected 
to ripple through to the aftermarket as 
these vehicles age.

Though many Canadians purchased 
new vehicles in 2013, consumers are now 
keeping their vehicles longer, such that 
the average age of a light vehicle in Cana-
da is now 9.3 years. Vehicles between one 
and five years old are typically brought to 
the dealer for repairs because they are still 
under warranty, but once warranties ex-
pire, the vehicles are typically brought to 
the aftermarket for service.

Aging of the record number of ve-
hicles sold in recent years combined 
with the increasing size of the Canadian 
vehicle fleet and technological advance-
ments that increase the life expectancy 
of vehicles will contribute to the growth 
of the aftermarket in coming years. 

In fact, aftermarket parts and labour 
sales are expected to reach $21 billion 
by 2017.

UPCOMING CHALLENGES
Overall, the future of the aftermarket in 
Canada looks bright, but the predicted 
growth will be accompanied by some 
challenges. First and foremost, there are 
questions about the industry’s ability 
to accommodate the upcoming influx 
of vehicles, both in terms of available 
service bays and skilled workers. 

In 2013, there were 23.4 million 
vehicles registered in Canada, and that 
number continues to increase. The grow-
ing volume of work for the service and 
repair industry will push the limits of 
existing service facilities and exacerbate 
the aftermarket’s current labour short-
age problem. 

At this time, new workers entering 
the industry are not offsetting those re-
tiring from the industry. Unabated, this 
risks keeping vehicles off the road lon-
ger as workers struggle to keep up with 
repairs. 



therefore, have to invest not only in new 
repair tools and technology, but also in 
skills training for employees. 

Outlets will also need to manage cus-
tomer expectations since there will be 
more work that requires more time and 
not enough skilled workers to complete it.

Despite the challenges, the Canadian 
automotive aftermarket holds the rare 
advantage of having a window into the 

Another likely challenge is the declin-
ing value of the Canadian dollar. Since the 
aftermarket relies heavily on imported 
products to meet consumer needs, as the 
Canadian dollar weakens, the cost of 
imported parts increases, making the 
industry extremely vulnerable to ex-
change rate fluctuations.

Finally, technological changes in the 
OE sector meant to meet new regula-
tory demands will dramatically affect 
the aftermarket.

EMISSIONS REGULATIONS AND 
VEHICLE TECHNOLOGY
In November 2012, then federal envi-
ronment minister Peter Kent announced 
that Canada would implement stringent 
emissions regulations for 2017 and lat-
er-model-year vehicles, similar to those 
outlined by the U.S.-mandated Corporate 
Average Fuel Economy (CAFE) targets. 

These regulations will require that pas-
senger vehicles in Canada reduce green-
house gas (GHG) emissions by 3.5% 
annually for 2017 through 2021 model 
year vehicles, and by 5.0% for 2022 
through 2025.

To meet these new regulations, ve-
hicle manufacturers are developing new 
technologies to improve the efficiency 
of engines through direct fuel injection 
methods and other forms of forced in-
duction/enhanced combustion, using 
alternative energy sources to fuel new 
vehicles, and reducing the weight of ve-
hicles by using new materials (for exam-
ple, Ford’s popular F-150 pick-up truck 
now has an aluminum body).

As OE manufacturers adopt new tech-
nologies to meet these regulations, the 
aftermarket will also have to adapt. 

For example, electrical problems will 
likely require specialized diagnostic tools 
and advanced technical knowledge to 
troubleshoot, such that vehicle systems 
will become more difficult and more 
time-consuming to repair. 

In addition, new body materials such 
as aluminum, magnesium and carbon 
fibre are also difficult to weld and bend 
back into shape, having major effects on 
auto body and collision repair. 

The service and repair industry will, 

future since the number and type of vehi-
cles that will be in Canadian service bays 
in the next decade and the technology 
they contain is being determined now. 

Though, by its nature, the industry 
must react to changes in the OE sector, 
market research and effective planning 
mean that the industry can cope with 
whatever technological changes are 
thrown its way.    
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When is a medical examination considered a second examination
 under Rule 36 of the New Brunswick Rules of Court?

Reported Case: Blyth v. Crowther and Kelly 
Citation: 2009 NBCA 80 
At Issue: When both the plaintiff’s physical and mental condition are in issue in an action, and 

the plaintiff undergoes a physical examination, will a subsequent application for a 
psychiatric examination be considered an application for a second medical 
examination?

Should medical examinations that are ordered as part of the discovery process be 
characterized as ‘independent’ medical examinations? 

The Court: Court of Appeal of New Brunswick 
Judgment Rendered: October 13, 2009 (Reasons delivered November 26, 2009) 
Factual Summary: The plaintiff suffered injuries in a motor vehicle accident and commenced an action 

seeking damages. Both the plaintiff’s physical state and mental state were in issue in 
the action. The plaintiff submitted to a physical examination by the defendant’s expert, 
but subsequently refused to submit to a psychiatric examination. 

The defendant made a motion requesting an order that the plaintiff submit to the 
psychiatric examination. The motions judge granted the order. The plaintiff appealed, 
arguing that because the examination was a second medical examination, the motions 
judge was required to apply a higher standard than on an application for a first 
examination.

The plaintiff additionally objected to the motions judge’s characterization of the 
examination as an ‘independent’ medical examination. 

Disposition: The appeal was allowed only for the purpose of striking from the motions judge’s order 
any reference to the ‘independent’ nature of the medical examination. The medical 
examinations were part of the discovery process, and the court found that they should 
be characterized as ‘defence’ medical examinations.

The court rejected the plaintiff’s argument that the psychiatric examination was a 
second medical examination. Rule 36.02(1) allows a court to order a party to submit to 
a physical examination a mental examination, or both. The physical examination and 
mental examination do not need to be ordered at the same time in order for both to be 
considered a first medical examination. The physical examination was a first physical 
examination, and the mental examination was a first mental examination. 

See: http://www.canlii.org/en/nb/nbca/doc/2009/2009nbca80/2009nbca80.html
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Some suggest Canada will need a larger pool of 
nuclear insurers when the Energy Safety and Secu-
rity Act, the subject of Senate committee hear-
ings this past December and not yet passed into 
law, comes into force. That expectation seems to 
be in line with current efforts by the Nuclear 
Insurance Association of Canada (NIAC) to at-
tract new members to the existing pool since it 
is possible more nuclear insurance capacity will 
be needed as early as the end of June.

Some insurers may be interested in competing 
with NIAC, but a lawyer who previously worked 
for Ontario’s electrical power utility says that 
federal officials responsible for authorizing new 
competitors to cover nuclear risk would need 
to ensure these insurers can handle claims that 
could arise from a large-scale evacuation.

If passed into law with no amendments, the 
federal Energy Safety and Security Act (Bill C-22) will 
increase the absolute and exclusive liability of 
nuclear operators (including electricity genera-
tion stations) in Canada from the current $75 mil-
lion to $1 billion. 

At least 50% of that liability will need to be 
covered by an insurer approved by the federal 
natural resources minister, while as much as half 
could be covered by “an alternative financial 
scheme,” David McCauley, director of the ura-

nium and radioactive waste division at Natural 
Resources Canada (NRCan), said during a recent 
hearing of the Senate Standing Committee on 
Energy, the Environment and Natural Resources.

Among other things, Bill C-22 proposes creat-
ing the Nuclear Liability and Compensation Act, which 
in essence, makes nuclear operators liable — 
without requiring claimants to prove fault or 
negligence — for injury or damage to third par-
ties resulting from the “fissionable or radioactive 
properties of the material” they hold. It further 
proposes that the absolute liability increase to 
$650 million upon the bill receiving Royal As-
sent, $750 million one year later, $850 million 
two years later and $1 billion three years later.

With that gradual increase, the federal gov-
ernment is providing “an opportunity for the 
insurance markets to realign to provide the level 
of capacity to the Canadian operators that is re-
quired to cover that risk,” Niall O’Dea, director 
general of the electricity resources branch at 
NRCan, said during the committee hearing.

Natural resources minister Greg Rickford earli-
er noted in the House of Commons, members of 
which voted to pass Bill C-22, that it would also 
“broaden the definition of compensable damage 
to include physical injury, economic loss, pre-
ventative measures and environmental damage.”

Greg 
Meckbach  
Associate Editor

As Ottawa plans to increase the absolute liability on 
Canadian nuclear operators from $75 million to $1 billion, 
the association writing most of the coverage for operators 
is looking to deepen the pool by attracting new insurers in 
anticipation of more required capacity by the end of 2015.

Pool
Deeper
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sponds that an insurer “licensed and 
regulated by (the federal Office of the 
Superintendent of Financial Institutions) 
with provincial licensing in jurisdictions 
where nuclear facilities are located would 
generally meet the basic criteria.” 

New members “will be able to par-
ticipate without restriction in the li-
ability and property pools,” she points 
out, suggesting that “this opportunity 
provides a non-correlated risk exposure 
with practically a zero loss ratio and a 
very competitive expense ratio, which 
helps to diversify their portfolio.”

LARGER POOL NEEDED
If Bill C-22 is passed into law, “there 
probably will be a need for a larger sort 
of pool of insurers or reinsurers,” says 
Stanley Berger, a partner with Fogler 
Rubinoff LLP Lawyers, who specializes 
in environmental and nuclear law, and 
former assistant general counsel at On-
tario Power Generation.

A Canadian Nuclear Association spokes-
person reports the association has urged 
Ottawa to “foster competition” in nu-
clear insurance, and Berger says some 
insurers appear to be interested in com-
peting in that market. 

Without mentioning names, he notes 
that there are what he calls “potential 
suitors” willing to provide cover for 
nuclear liability risk in Canada and to 
compete with NIAC.

Bill C-22 could provide an opportu-
nity for managing general agents “to 
help place some capacity with foreign 
insurers if existing and new NIAC pool 
members cannot build the capacity re-
quired,” points out Kim Neale, national 
product leader, environmental at Burns 
& Wilcox Canada.

“It is possible that increased capacity 
may be delivered by current pool mem-
bers,” Neale says, but adds “the growth 
of new pool members that have never 
participated in the past may be hindered 
because of Fukushima,” the nuclear 
power plant in Japan hit by a tsunami 
nearly four years ago.

Before approving any new insurer, 
NRCan officials would “want to know 
what kind of experience these insurers 

CURRENT COVERAGE
To cover operators of nuclear installa-
tions for such risks, there are currently 
four approved insurers — NIAC, an as-
sociation of insurers that form liability 
and property damage pools for nuclear 
installations; Nuclear Risk Insurers Lim-
ited, a British nuclear association of 
individual commercial insurance firms; 
American Nuclear Insurers, a nuclear 
association in the United States of in-
dividual commercial insurance compa-
nies; and European Liability Insurance 
for the Nuclear Industry, a Belgian mu-
tual insurance association that is based 
in Brussels — designated by Canada’s 
natural resources minister, notes an email 
response from NRCan. 

A handbook published by the Lon-
don-based Nuclear Pools’ Secretariat 
notes that insurers typically protect their 
solvency by excluding nuclear peril. In 
countries that use nuclear reactors to 
provide electricity, insurers generally 
voluntarily provide capacity to the pools 
of which they are members, and those 
pools generally underwrite the nuclear 
operators’ coverage.

Although NIAC does not publicly identi-
fy its current members, it “underwrites 
the majority of insurance coverage for 
Canadian nuclear generating station 
operators,” notes an email from the Cana-
dian Nuclear Association (whose mem-
bers include Bruce Power LP, Ontario 
Power Generation Inc., NB Power and 
Hydro-Quebec).

SEEKING MEMBERS
With the proposed increase in opera-
tors’ absolute liability, however, more 
capacity will likely be needed “before 
the end of 2015 and possibly before the 
end of the second quarter,” says NIAC 
general manager Colleen DeMerchant. 

“NIAC is actively seeking new mem-
bers to take up part of this increased 
capacity requirement,” DeMerchant says. 
“We would encourage more primary 
companies to participate because we 
currently have a very good representa-
tion of reinsurers in Canada.”

Asked what NIAC would be looking 
for in new members, DeMerchant re-

have had with responding to claims,” 
Berger suggests. He points out that a 
large evacuation could be ordered, as 
a precaution, even in a case where not 
enough radiation is released to cause 
health problems.

“The government is going to be look-
ing at claims administration, they are 
going to be looking at capital available 
within the jurisdiction, the extent of 
that capital, solvency and financial state-
ments for the insurer,” he expects. 

“It’s not a simple matter. It’s not just, 
‘Oh, what’s their capacity?’”

EXTREME CASES
Of course, not all of the liability im-
posed on Canadian nuclear operators is 
covered by the insurers. 

“There are extreme cases or some lim-
ited cases in which the government will 
provide indemnity,” Jeff Labonté, direc-
tor general of NRCan’s energy safety 
and security branch, said during the 
Senate committee hearing.

Under the existing Nuclear Liability Act 
(NLA), the risks currently covered by 
insurers include bodily injury, sickness, 
destruction or radioactive contamina-
tion of property, and loss of use of prop-
erty due to contamination or evacuation, 
notes the email response from NRCan. 

“The insurers also provide partial 
coverage for damages resulting from 
a terrorist act,” the federal department 
adds.

Through a reinsurance agreement, the 
federal government “would provide cov-
erage for any other form of damage that 
a court would interpret to be damage” 
under NLA, NRCan reports, adding that 
the government “also provides about 
75% of the coverage for damages result-
ing from a terrorist act.”

Bill C-22 proposes allowing the gov-
ernment to “enter into an indemnity 
agreement with an operator” under which 
the government “covers any risks that, in 
the minister’s opinion, would not be as-
sumed by an approved insurer,” NRCan’s 
response notes. 

Risks that would not be covered by 
insurers are “still being discussed with 
the insurers,” it adds.    
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Fitter not Fatter 
Property and casualty 
insurers in Canada, as 
elsewhere, are well-advised 
to keep and eye out for 
existing and emerging risks 
and opportunities. But with 
challenges ranging from 
economic factors to new risk 
surrounding cyber security, 
how can insurers capitalize 
on opportunity?
Canada’s economic stability in early 2015 is 
proving to be anything but boring — from the 
value of the dollar to volatile oil prices. Despite a 
relatively calm, albeit recently snowy, start to the 
winter weather season, these economic factors 
will undoubtedly help to make for an interesting 
year in property and casualty insurance.

KPMG’s second annual Insurance Risks and Opportu-
nities Survey for the Canadian insurance sector re-
flects key themes of the upcoming year for p&c 
insurers, revealing a cost challenge for the sec-
tor and a significant new risk surrounding cyber 
security. (The survey analysis reflects about 100 
responses from p&c insurers, reinsurers, brokers 
and other service providers. A total of 27% of 

respondents identified themselves as members 
of executive management and a further 16% 
reported being external board members).

The single biggest opportunity identified for 
2015 is the improvement of operational pro-
cesses and technology, up from the third-ranked 
opportunity in 2014. In all, 86% of the 94 re-
spondents surveyed indicate their organization is 
either actively implementing or developing business 
process and technology improvement projects. 
However, cost reduction initiatives were ranked 
lowest of the opportunity-specific priorities. 

How to explain this anomaly?

IMPROVING OPERATIONAL TECHNOLOGY
From 2007 to 2013, general expenses and com-
missions of large p&c insurers rose faster than 
the growth in premium volumes, resulting in an 
expense ratio of 26.57% in 2013 compared with 
25.72% in 2007 (excluding premium taxes). 

With an estimated 3.5% to 4% of net premiums 
collectively invested each year in IT infrastruc-
ture, it seems that investment is being made with 
limited efficiency gains, suggests a review of the 
2007-2013 financial results of 12 large-sized 
p&c insurers. 

Indeed, 38% of survey respondents identified 
the cost and risks of IT investments as a signifi-
cant challenge to their respective businesses. 

The real challenge for the p&c insurance indus-

Neil 
Parkinson  
National Insurance 
Sector Leader,
KPMG

Mary Trussell 
Insurance Sector 
Partner,
KPMG
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on digitally enhancing customer ex-
perience, insurers have largely focused 
on their core competencies of risk and 
pricing when it comes to client service. 

Transforming Insurance, a KPMG Global 
study of more than 500 attendees of the 
International Insurance Society 2014 
Annual Seminar, found the challenges 
insurers face to be intensely practical, 
with 35% of global respondents citing 
legacy systems as the biggest single bar-
rier to greater use of data and analytics.  

try in Canada is to harness technology 
to successfully deliver both business 
improvements and greater efficiency 
— to become fitter, rather than fatter.

DATA & ANALYTICS
Unsurprisingly, data and analytics (D&A) 
remains listed at the forefront of op-
portunities that p&c insurers want to 
capitalize on in the coming months 
and years. While other industries, such 
as telecoms, may have already focused 

While there remains more that can 
be done to hone the pricing of risk, 
the optimization of the customer jour-
ney — refining customers’ interactions 
across multiple touch points and mul-
tiple channels — is clearly a significant 
opportunity that insurers must not over-
look. The potential for more informed 
interactions with customers (tailored 
to their specific needs and preferences) 
holds a significant opportunity for in-
creased customer satisfaction, improved 
retention and cost savings, as well as 
cross-selling and upselling. 

Operating successfully in a digital 
world is driven by an experimental, 
test-and-learn culture — the most chal-
lenging step on the D&A journey will 
often be simply taking the first one.

ORSA: ROUND TWO
The understanding of risk and capital 
remains prominent in the opportunities 
identified for a second straight year. In 
2014, it looked as though the immi-
nent production of the inaugural ORSA 
(Own Risk and Solvency Assessment) 
led to a belief that better use of capital 
and management of risk represented a 
significant opportunity. 

Now one year later, the ORSA first 
edition has been completed and as in-
surers stand back and admire their work, 
they are wondering how they compare 
to their competitors, and what the reac-
tions of their regulators will be.  

It appears that the ORSA process has 
sharpened the focus of discussions on 
risk and capital at executive and board 
levels, despite some initial reservations. 

The fact that the insurance industry 
still views the improved understanding 
of risk and capital as an opportunity 
speaks to how far the understanding 
of risk management has come over the 
past few years, and it may be that the 
new ORSA requirement has been the 
catalyst. 

Looking forward into 2015, compa-
nies want to understand where they are 
in comparison with their peers, and see 
what leading practices emerge to opti-
mize their use of capital as they shape 
their 2015 ORSA agendas.

Risky Times: 2013 vs. 2014

A series of natural catastrophes cost the 
industry some $3.2 billion in insured 
lossesii. 
 
Ontario automobile subject to 15% rate 
reductioniii, coupled with uncertainty 
about fraud-fighting legislation. 
 
Insurers were stepping into the unknown, 
developing their first-ever ORSA (Own 
Risk & Solvency Assessment).

No natural catastrophes of  
consequence. 
 
Bill 15 passed into legislation. While 
work remains, progress has been made 
and rate reductions are being managed. 
 
The first step on the ORSA was  
completed, results are submitted  
and the fear of the unknown has  
been conquered. 
 
Cyber security hits the front pages. 
While cyber liability presents  
opportunities for some p&c  
insurers, the threat level to all  
remains high and rising.
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WHAT A DIFFERENCE A YEAR MAKES 
2015 follows a year of calmer waters, which, in turn, 
followed a choppy 2013 that saw a run of natural ca-
tastrophes and significant uncertainty in the regulatory 
arena. Despite smooth sailing on the catastrophe front, 
one constant remains — the sector’s concern with the 
regulatory and compliance burden it faces.

Cyber security: centre stage 
Cyber security risks replaced the risk of catastrophic loss 
events in the survey’s Top 3 risks identified. Last year, 
it was surprising that cyber security did not resonate 
strongly — it did not so much as land a place among the 
Top 10 risks identified. 

Minds were focused over the last year by several high-
profile attacks to major corporations, where hackers were 
able to access personal information, credit card details 
and even photographs. It is now clearer than ever that cy-
ber security presents a very significant risk to all sectors. 

The potential that cyber criminals have to destroy 
reputations is of particular concern to insurers given that 
trust is the foundation of the p&c insurance industry. 
With hackers able to penetrate any weakness in defence, 
it seems that no company or sector is immune — and so, 
the focus has switched from planning for “if” to planning 
for “when.”

On the flip side, commercial lines insurers are offering 
specific cyber liability coverage and associated risk miti-
gation to assist their commercial customers in managing 
loss in the event of a breach. 

Although not yet identified as an opportunity in the 
survey, time will tell whether or not this proves a profit-
able new market.

Danger ahead: oil on the road
Traditionally regarded as an issue of greater concern to life 
insurers and wealth managers, low interest rates remain 
a significant and growing risk for p&c insurers. Since last 
fall, the unexpected and quickly dropping global price of 
oil eventually materialized in the Bank of Canada taking 
markets by surprise this January, cutting the benchmark 
interest rate by 25 basis points to 0.75%, as plunging oil 
prices started to take their toll on Canada’s economy. 

Last year, the hope was for a less volatile outlook for in-
terest rates and a calmer year for weather. While the wish 
for the weather was granted, interest rates will likely con-
tinue to remain unpredictable. 

As the rest of the year plays out, the country will con-
tinue to observe the effects of the lowered Canadian in-
terest rate and the volatile price of oil. 

Faced with the prospect of longer-term low interest 
rates, it becomes even more important that insurers grasp 
opportunities from a sound foothold of risk and capital 
management to help ensure they become leaner and fit-

5
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Sometimes seen as the “poor cousin” to auto insurance in  
terms of resources and investment, personal property is  

now a hive of activity in data analytics. Insurance companies are  
using internal and external sources of information to  

delve into more specific by-peril rating, loss cost development 
and operational efficiencies in areas such as claims management.  
It all adds up to what one insurer calls an “arms race” to tap data 

for business advantage in homeowners insurance.  

Bringing Data Home

CRAIG HARRIS 
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	         With the recent buzz generated around 
data, the migration from telematics in auto insurance to advanced analytics in 
homeowner risk is not surprising; perhaps it is even inevitable. Several factors 
have come together to push the quest for information on homeowners insurance 
to a different level. 

“The successes in other lines of business and applications have created capabil-
ities and awareness of the power of predictive analytics,” says Greg McCutcheon, 
president of Opta Information Intelligence. “Many started with personal lines 
auto, claims triage and other related supply transaction costs… Personal lines 
property is a natural evolution,” McCutcheon suggests.

Given that homeowners insurance accounts for roughly 20% of the overall 
property and casualty insurance premium volume pie, it stands as a significant 
line of business. With losses mounting from severe weather, water damage and 
other claims, there is heightened pressure on the personal property product in 
terms of rating, underwriting and loss reduction. 

“If you look at the results of Canadian insurers over the past couple of years, 
you can really see the impact of weather-related claims,” says Mary Trussell, part-
ner with KPMG Canada and a member of the firm’s global insurance leadership 
team. “The shape of risk is changing. Insured values are rising. In what might 
initially seem like a row of uniform houses built in the 1970s, many have likely 
been redeveloped and renovated,” Trussell observes.
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“The vast majority of significant p&c 
insurance players have either imple-
mented or are in development with 
data analytics for homeowners insur-
ance within the next 12 months. By the 
end of 2015, it will be a requirement 
for players in this space,” Walter con-
tends. “Those that get left behind can 
be severely disadvantaged,” he cautions.

GATHERING DATA
In a survey of 99 insurance homeowner 
representatives in the United States and 
Canada, results of which were released 
this past November, Verisk Analytics and 
Earnix found 57% of respondents now 
use predictive modelling for homeown-
er loss cost development. As well, 8% of 
those polled use a by-peril rating struc-
ture, which focuses on gathering data 
on individual perils to determine an 
accurate price for each level of risk. 

DRIVING CHANGE
“One piece driving this is that personal 
lines property has struggled in terms 
of profitability, particularly in Western 
Canada,” says Simon Mellor, assistant 
vice president of pricing and reinsur-
ance for SGI Canada. “Insurance com-
panies are placing an increased focus on 
these products,” Mellor suggests.

It is not just troubling loss ratios, 
but also the availability of data that 
has helped spur change in homeown-
ers insurance. Moving beyond internal 
transactional data to outside sources of 
information has proved highly valu-
able in drilling down into individual 
risks and offering even more thinly 
sliced segmentation.  

“There is more and more external 
data available from all kinds of differ-
ent sources,” says Shelley Toyota, vice 
president of personal insurance for RSA 
Canada. “Whether you are talking about 
flood models, postal code data — there 
is more access to different kinds of data 
than ever before. And then the dilemma 
becomes, when you are dealing with 
masses of data, do you have the technol-
ogy to manage it?” Toyota asks.

Chris Van Kooten, senior vice presi-
dent and chief underwriting officer 
for Economical Insurance, comments 
that in addition to data, p&c insurers 
today have access to more sophisticat-
ed analytic tools and greater comput-
ing power. “We are finding ways to do 
more things with larger data sets,” Van 
Kooten reports. 

“New solutions coming out from a 
technology perspective put the old way 
of managing data behind us. Previously, 
you had to take all your data and struc-
ture it into a format that you can easily 
pull from; the new solutions allow you 
to just put blobs of data onto systems, 
not structure it,” he reports.

“Over the last few years, it has become 
somewhat of an arms race of being able 
to understand your data better than 
your competitors,” says Van Kooten. 

“I think we are at a tipping point,” 
suggests Keith Walter, senior advisor 
with Deloitte in Canada, who special-
izes in analytics and actuarial work. 

One of the prime reasons for in-
creased usage of data analytics is to 
curb worrisome trends in the loss ra-
tio, which jumped from 58% in 2012 
to 74% in 2013 for personal property 
lines in Canada. 

A study of U.S. insurers in 2012 found 
that those with by-peril rating plans had 
loss ratios 7.4% lower than companies 
using traditional rating systems, reports 
Douglas Wing, assistant vice president 
of analytic products at ISO, a source of 
information about property/casualty in-
surance risk now part of Verisk Analytics. 

“The prime benefits (of data analyt-
ics) are improved loss ratios with lower 
loss costs, better rate for risk or pricing, 
optimized loss control and better un-
derstanding of the risks your portfolio 
faces,” says McCutcheon, whose compa-
ny works closely with Canadian insurers 
on predictive modelling, data analytics, 
property data and peril scoring.

Advanced data analytics for homeown-
ers insurance can entail a number of 
head-scratching terms, such as univariate 
analysis, sampling, regression/general 
linear modelling, splines and spatial 
smoothing. However, at its heart, it in-
volves finding useful data, or patterns of 
data, that inform business decisions in 
rating, underwriting and claims. 

By-peril rating is one of the first tan-
gible outcomes of that process. 

“The whole point of analytics is to try 
to understand the information that your 
company has at a deeper level, whether 
that means doing it by peril or through 
different ways of grouping the data,” 
Mellor points out. 

“What you are trying to do is extract 
new and actionable information with 
the data, and breaking it out by peril is 
one way of doing that,” he says.

SGI Canada moved to an “individual-
ized rating environment” for personal 
lines insurance in January 2014.

EMERGING PERILS
Toyota explains that the peril of fire has 
been eclipsed by other risks, including 
inside water damage, outside water dam-
age, ground-up water damage, hail, hur-
ricanes and earthquake. 
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“Whether you are 
talking about flood 
models, postal code 
data — there is more 

access to different kinds 
of data than ever before. 

And then the dilemma 
becomes, when you are 
dealing with masses of 
data, do you have the 

technology to manage 
it?” asks RSA Canada’s 

Shelley Toyota.
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“This creates more choice for custom-
ers, which could include loss preven-
tion,” he suggests. 

“Once companies start to manage their 
own data effectively, you start to look for 
external data sources that might supple-
ment the information you have,” notes 

Van Kooten. “There are a lot of things 
you can do with that. It can go into your 
pricing, it can go into product design, 
customer experience and providing 
additional tools so that customers and 
brokers can understand what is hap-
pening with their risk.” 

Innovation may find a more likely 
breeding ground in personal property 
lines, as opposed to the more rigid side 
of auto insurance. 

“The interesting thing about home-
owners insurance is the opportunity 
to introduce new approaches,” Walter 
says. “Auto insurance tends to have 

“All of these perils are emerging. And 
it is forcing us to ask: What other data 
is available? How do we couple external 
data with our existing data? Do we have 
the technology to actually pull out the 
insights?” Toyota says. 

“By-peril rating is something that 
makes a lot of sense from a pure pricing 
perspective, but it also helps in giving 
consumers some options,” notes Van 
Kooten. “For example, if they live in 
an area where they get sewer back-up 
every year, maybe they can opt out of 
sewer back-up coverage because it is so 
expensive,” he says.

“By giving them more information 
about it, they can start to manage some 
of that risk themselves and take action 
to reduce their exposures,” he adds.

“Insurers are able to improve pricing 
because they have a better understanding 
of by-peril exposure, both likelihood and 
severity of specific losses,” McCutcheon 
observes. “Knowing that risk can never 
be completely eliminated, applying loss 
control or targeted underwriting ac-
tion to specifically identified properties 
improves the return on investment for 
such initiatives,” he notes.

ACHIEVING EFFICIENCIES
Greater accuracy in pricing is not the 
only potential benefit of data analytics 
in personal property insurance. Walter 
suggests that operational efficiency in 
areas such as claims management may 
emerge as a significant breakthrough for 
insurance companies. 

“Insurers are trying to find ways to 
intervene in and improve the claims-
handling process for better overall out-
comes,” he says. 

“We see things like the risk of exag-
gerated claims and the opportunity to 
do a better job working with the client 
to reduce claims costs — these areas are 
very ripe for improved data analytics,” 
Walter adds.

Mellor observes that data analytics can 
also lead to more innovative products 
in homeowners insurance. “Looking 
at data in new ways, I think, ultimate-
ly contributes to the evolution of the 
product and new offerings,” he says. 

more regulatory control. You have more 
flexibility in personal property. And in-
surance companies are rolling out new 
methods and new technology.” 

CONSUMER RECEPTION
While insurance companies talk about 
enhanced transparency of pricing through 
data analytics and by-peril rating, this 
could be a difficult sell to consumers 
who see a spike in premiums as a result 
of repeated claims activity. 

Clearly, there will be winners and 
losers in the personal property data 
game. One of the main challenges will 
be how to communicate those changes 
to customers.

“We have to translate the science into 
a language that customers and brokers 
understand,” says RSA Canada’s Shelley 
Toyota. “Sometimes, we can get caught 
up in our own sophistication. At the end 
of the day, we need to spend more time 
asking, ‘What does this mean to brokers 
in terms of their ability to better serve 
the customer?’” she points out.

“Instead of saying, ‘Here is sophisti-
cated black-box underwriting,’ we need 
to boil it down to: ‘This is the outcome, 
here is how you can explain it to the 
customer to help manage the risk and 
premium,’“ Toyota says.

“I really think it is going to be about 
how companies can find a way to use 
(data analytics) to enhance the customer 
experience, rather than just pad compa-
ny profits,” says Van Kooten. “There is a 
lot of work to be done by the insurance 
industry on making insurance products 
and the entire experience more user-
friendly,” he contends.

“Having good data and generating 
high-quality analysis doesn’t provide 
value unless the company changes the 
way it does business. It has to be in the 
interests of all stakeholders, and most 
critically, the customers,” Mellor adds.

CLEARING HURDLES
Sources say, however, that there are sev-
eral obstacles that line the path of data 
analytics and meaningful business results 
for homeowner insurers. Broad indus-
try challenges include the availability 
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insurance players have 
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or are in development 
with data analytics for 

homeowners insurance 
within the next 12 

months. By the end 
of 2015, it will be a 

requirement for  
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contends Keith Walter  
of Deloitte in Canada. 
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can be a challenge when dealing with 
years of renewal business or legacy 
data,” he adds.

“Postal codes and municipalities have 
been scrubbed and standardized in 
some cases, but rural addresses, streets 
and valid unit numbers still pose prob-
lems for carriers,” McCutcheon says.

Another potential pitfall is whether or 
not new data analytic approaches will 
be embraced by insurance companies 
rooted in traditional rating structures. 

“Based on the interest 
we are getting, the 

increasing property 
claim costs, the natural 

evolution of existing 
strategies and the need 

to protect against  
anti-selection, a dozen 

or so more will adopt 
some type of analytics 

on property in the next 
two to three years,” 

says Greg McCutcheon 
of Opta Information 

Intelligence.
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of analytic resources, both human and 
technology, access to verifiable data and 
the ability to modify old rating struc-
tures and underwriting processes to 
reflect new analytic approaches. 

“There needs to be a steady state of 
investment, but also an underlying pro-
cess to make it work,” Toyota notes. 

“There are different types of resourc-
es that go beyond pure actuarial work. 
The external challenge is making sure 
that our broker partners and custom-
ers come on the journey with us. The 
internal challenge is making sure the 
benefits that we are deriving out of data 
analytics can pay for the investments, so 
we don’t have to pass it on to consumers.”

KPMG Canada’s Mary Trussell points 
out that a global KPMG study, called 
Transforming Insurance, identified integrat-
ing data analytics into existing systems 
as one of the top challenges facing 
property and casualty insurers. 

“It is really about turning theory into 
practice,” she suggests. “It is becoming 
much easier to migrate data and be-
cause of that, we are seeing insurers 
step up to that challenge. So instead of 
having fragmented legacy systems, they 
are investing in unified platforms to 
give them a much better grounding to 
analyze data,” she reports. 

Van Kooten says Economical Insurance 
is in the process of changing its legacy 
policy administration system to allow 
for easier integration of data analytics. 

“Going to a space where the industry 
is really interested in quality of data and 
collecting more data, most insurance 
companies are finding that their legacy 
systems are not getting the job done,” 
he says. “I think that will be a game-
changer as well.”

Access to reliable, clean data is a nec-
essary precondition for sound analytics, 
but some say that inaccurate informa-
tion still plagues insurers on personal 
property files.

“Believe or not, address quality and re-
lated data has been a specific challenge 
for some carriers,” McCutcheon reports. 

“Deciphering an address to match it 
with other data sources and to be able 
to pinpoint its exact roof-top location 

“One other challenge remains the 
adoption and acceptance in trusting the 
output provided by predictive models 
and solutions,” says McCutcheon. “Old 
ways of pricing risks rely heavily on 
the insured, or the broker or the agent, 
to address many subjective questions 
about the home, such as the quality of 
finishing throughout,” he points out.

Insurers that move to data-based pre-
dictive modelling remove the “art” as-
pect of rating and underwriting to a 
more scientific approach. “Now, predic-
tive analytics can remove these subjec-
tive questions and, instead, draw from 
a greater pool of structured data,” says 
McCutcheon.

LEADING CHANGE
Walter contends the need for change in 
how data is analyzed and used in the 
business requires leadership from the 
top of the insurance company. “One of 
the most important issues is executive 
sponsorship,” he argues. “How does this 
fit within the organization? Who is the 
sponsor? Who is driving it forward? It 
is a cultural change issue and it does 
require executive leadership.”

Walter also cites Deloitte research into 
how companies in all sectors of the 
economy integrate data analytics into 
practical business decision-making. 

“A key part of this is that winners are 
those who are able to achieve bite-sized 
success,” he notes. “It is not a ‘one-hit’ or 
‘do-it-all-at-once’ approach. It is about 
ongoing improvements to the business 
that are most likely to be sustainable.” 

Mellor echoes these comments in his 
description of SGI Canada’s approach to 
data analytics in personal property insur-
ance. “This is an ongoing exercise; it is 
not something that you launch and you 
get perfectly right the first time. There is 
incremental learning as you continue to 
implement analytics,” he says.  

The evolution of data analytics in ho-
meowners insurance may hinge on the 
ability of insurance companies to seam-
lessly integrate new techniques into 
their business pricing and underwriting 
processes — while also keeping cus-
tomer needs at the forefront.
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Toyota issues a word of caution on 
what she calls the potential dangers of 
“micro’ segmentation and a “hyper-
analytical” approach. 

“We have to make sure we have the 
customer needs and preferences in mind,” 
she advises. “You can keep segment-
ing and segmenting to a micro level. 
At some point, you have to step back 
and make sure the customers’ needs and 
wants have a dimension in what could 
be a hyper-analytical environment,” she 
goes on to say.

“We are trying to find that optimal 
balance between data analytics and cus-
tomer needs,” Toyota suggests. 

“I think it is about being agile in terms 
of being able to integrate data analyt-
ics into the business,” Trussell observes. 
“The interesting question is, Will it be 
the larger players who succeed or can 
the smaller players be more nimble?” 
she asks.

“Insurance companies of all sizes now 
have higher-quality data and more anal-
ysis and expertise,” Mellor comments. 
“So there has been a flattening of the 
playing field. Predictive analytics is no 

longer the domain of just the largest, 
most sophisticated companies; it has re-
ally become table stakes,” he says. 

“There are a number of first-movers, 
from all tiers, who will drive imple-
mentations fiercely into their opera-
tions early on,” McCutcheon observes. 

“Based on the interest we are getting, 
the increasing property claim costs, the 
natural evolution of existing strategies 
and the need to protect against anti-
selection, a dozen or so more will adopt 
some type of analytics on property in 
the next two to three years.”

With early-adopters on board, many 
sources say the competitive advantage 
will narrow as quick returns gradually 
diminish in value. 

“Companies will gain advantages in 
the short term through data analytics, 
but these will close relatively quickly 
as others adapt,” says Walter. “The fo-
cus tends to shift to finding new and 
valuable sources of data.” 

These “new sources of data” could 
involve smart home applications and 
data from personal property monitor-
ing devices. 

“Some of this is in its infancy, so 
there is so much potential for data we 
could use,” suggests Van Kooten. 

“You look at all the smart-home 
monitoring devices people have now, 
such as security systems with built-
in water detectors and remotely con-
trolled thermostats. Insurance compa-
nies would love to have access to that 
information,” he says.

While insurers seek out new forms of 
data for competitive advantage, Walter 
contends that it is the expertise of data 
analytics itself that will separate suc-
cessful insurers in personal property 
lines from the also-rans. “The long-
term winners are those who will see 
data analytics as a core capability of  
the organization,” he says.

“It is not a new product or new ini-
tiative. There are opportunities across 
revenue generation, claims cost man-
agement and operational efficiencies. 
The winners will be those that regu-
larly invest in opportunities across 
that whole spectrum by building a 
core capability within their organiza-
tion,” Walter suggests. 

“You look at all the smart-home monitoring  
devices people have now, such as security systems with  

built-in water detectors and remotely controlled  
thermostats. Insurance companies would love to have access 

to that information,” says Chris Van Kooten  
of Economical Insurance.
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Taking Flight

Cognitive computing is 
here, with the emphasis 
today being contextual 
understanding and 
integration of information 
into actionable business 
knowledge. Looking forward, 
though, coupling real-time 
information about risks and 
policyholders with the ability 
of cognitive computing 
to make sense of that 
information could prove a 
real tipping point for the 
insurance industry.
One hundred and six years ago this February, 
the Silver Dart inaugurated controlled powered 
flight in Canada. The airframe had flown previ-
ously in New York by its Canadian and U.S. cre-
ators (Alexander Graham Bell was a backer) and 
was re-assembled after having been shipped to 
Nova Scotia. 

That first flight took off from the frozen Bad-
deck Bay and covered slightly less than one kilo-
metre. In August of the following year, the Silver 
Dart would be used in Canada’s first passenger 
flight as well. 

Aviation history unfolded with improvements 
and innovations at a somewhat startling pace that 
continues today. The nature of powered flight and 
its inherent risks and rewards is what drives the 
exacting engineering that provides society with 
one of the safest modes of transportation available. 

For the insurance industry, the need for inno-
vation has cultivated persistent calls from analysts 
and observers alike for this business to pay closer 
attention to other industries. The lessons from 
aviation are of particular import to insurers as 
they begin to grapple with the capabilities and 
possibilities of an advanced form of information 
processing known as cognitive computing. 

In recent years, insurance executives have learned 
to be wary of the latest technological offerings 
and to cast a jaundiced eye at whatever informa-
tion technology (IT) trend is being hawked. The 
challenge, of course, is to know when to really 

Jamie Bisker  
Senior Analyst. 
Insurance,
Aite Group
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For example, carriers are using tools 
such as IBM’s Watson deep question 
answering (DQA) tools to help verify 
the medical necessity and adherence to 
guidelines for medical procedures. 

Other insurers use NL understanding 
systems to react sooner to customer 
communications that indicate retention 
problems or to target suspicious claims 
for closer scrutiny based solely on text 

pay close attention and when to be cau-
tious of what is being sold. 

With those caveats in mind, it is ex-
ceptionally clear that the benefits and 
value provided by cognitive computing 
are not to be dismissed. 

Information systems of this nature — 
also called smart or intelligent systems 
— produce accurate and useful results 
on a given topic that would normally 
require trained and experienced human 
artisans or professionals to do the same. 

The insurance industry is familiar 
with previous versions of this technol-
ogy in the form of automated or expert 
underwriting systems, rule-based work-
flows and fraud detection systems that 
are in broad use today. 

THIS GENERATION
Today’s generation of intelligent sys-
tems continue to benefit from ongoing 
academic and industrial research into 
artificial intelligence. The emphasis for 
today’s systems is contextual under-
standing and integration of presumably 
disparate information into actionable 
business knowledge. 

This is most evident in systems that 
work with natural language (NL, name-
ly common, everyday speech and text) 
data stored in insurance systems. These 
systems can understand the meaning of 
the unstructured data found in insurance 
functions that include new business pro-
cessing, underwriting, customer service, 
claims and retention, upsell and cross-
sell activities. 

It is this concept of understanding 
what something means versus just rec-
ognizing a keyword that is the source of 
cognitive computing’s power. For insur-
ers, the biggest value will come from ap-
plying language understanding and other 
aspects of cognitive computing to sup-
port existing operations while simultane-
ously ushering in new business models. 

Cognitive processes are at work im-
proving the efficiency of traditional 
operations in a growing number of in-
surance companies by augmenting and 
enhancing the capabilities of skilled 
professionals. 

provided by the claimants. 
By combining NL capabilities with ac-

cess to big data to drive predictive mod-
els, carriers can improve the interactions 
of customer-facing staff on the fly. 

THE NEXT GENERATION
When looking to new business models, 
insurers can again reflect on the airline 
industry. One of the core reasons that 
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hand, or the profit goals being set. 
And that is the point: the innate, veri-

fication of the rearview-mirror-watch-
ing model of insurance can change. 

The intersection of real-time infor-
mation about risks and policyholders 
coupled with the ability of cognitive 
computing to make sense of that infor-
mation in context is a very real tipping 
point for the insurance industry. 

One version of the new business model 
is called personal risk management, or 
PRM. The overarching scenario is that 
carriers can provide dynamic coverages 
for individuals based on policies that use 
a “power-of-attorney” approach to bind 
or rescind coverages as they are needed. 

This produces coverages that are much 
more granular and tuned to real-world 

airplanes went from being an incred-
ibly dangerous way to travel to the saf-
est mode of transportation available is 
that it constantly works to stay abreast 
of useful innovations. In fact, the dan-
ger and risks of flying have, if anything, 
increased (people fly higher, for longer 
periods, in much more crowded skies, 
in more types of weather, etc.) and yet 
it remains safe by almost any standard.

The next generation of insurance will 
take a page from aviation’s flight plan 
to enable business models that focus on 
individuals. Insurance executives can 
see that modern aircraft rely on preci-
sion sensors, networks of information 
providers, and employees dedicated to 
the entire proposition of providing safe 
flights around the globe. 

Individual aircraft on assigned flights 
must deal with complex navigational 
tasks, weather monitoring and passen-
ger safety and comfort to achieve that 
goal. This complex process must hap-
pen in real time and with a great deal 
of attention being paid to the accurate 
execution of each task.

Insurance today clearly does not work 
under such critical, real-time demands, 
instead being more focused on the out-
comes of prior predictions over much 
broader time scales. 

Insurance has been able to move for-
ward on a kind of minimalist approach; 
what was used for any given process 
was that which was just good enough to 
accomplish the risk management task at 

situations. Sensors in devices, homes and 
vehicles communicate on the Internet 
of Things (IoT) to provide data and 
information to cognitive systems that 
supervise ongoing coverages. 

A key aspect of the PRM model is that 
a policyholder starts with an umbrella-
type policy as a foundation of coverage 
(found-brella?) instead of one that is 
added on top of every other coverage. 

As PRM-covered individuals move 
throughout their lives, dynamic cover-
ages adjust to meet their needs for risk 
management based on the evidence gath-
ered from authorized sources. 

And, as the results of activities and 
events are tallied, such systems can learn 
from the individual and from other pol-
icyholders using PRM. Everyone covered 
will benefit from the extent of coverage 
they want and the amount of informa-
tion they agree to share. 

Even when privacy concerns may 
cause people to opt out of information 
sharing, the crowd sourcing of risk data 
(i.e., enough people will be participating 
in events similar enough to those of a 
policyholder that reasonable conclusions 
can be made for insurance purposes) 
will still provide sufficient information 
to support most coverages, and even 
many discounts. 

This scenario could, of course, unfold 
in phases where various aspects of tra-
ditional policies are made dynamic and 
eventually more would follow.

THE FUTURE GENERATION 
As carriers continue to meet business 
goals and hone the efficiency of their 
operations, the biggest change they need 
to consider going forward is how they 
will use innovative technology. 

Using a cognitive approach to insurance 
can clearly support and extend today’s 
model of insurance by making it more 
resilient in the face of ever-changing 
risks and customers’ expectations. 

However, the real power of systems 
that understand more of the informa-
tion embedded in people’s data and pro-
cesses is that they can enable new ways 
of achieving profitable and adaptive risk 
management. Think about it.    

As the results of activities 
and events are tallied, such 
systems can learn from 
the individual and from 
other policyholders using 
personal risk management. 
Everyone covered will 
benefit from the extent of 
coverage they want and  
the amount of information 
they agree to share.
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Appreciating 
Depreciation

From an accounting perspective, it is generally 
quite clear that when an asset is destroyed as a 
result of a peril (for example, fire or flood) the 
depreciation on that asset ceases. This, in turn, 
results in the depreciation expense being saved 
by the insured. 

But what happens when an asset is not dam-
aged? Should depreciation on those assets be 
considered a saved expense? 

Depreciation is a non-cash expense used to al-
locate the cost of an asset over its useful life (most 
assets lose their value over time and must be re-
placed once reaching the end of their useful life). 
There are four principal causes of depreciation: 
1.	 functional — asset declines in productivity or 

service over time; 
2.	 physical — asset deteriorates due to environ-

mental factors over time; 
3.	 technological — asset become obsolete from 

improved technology; and 
4.	 economical — asset devalues as a result of 

economic factors. 
Now consider how things might play out when 

there is a fire involving an insured who owns 
and operates a small stamping business with 

two major assets: an extravagant rotating sign 
— which has a useful life of 10 years based on 
the gradual deterioration from weather — out 
front of the business that the insured depreciates 
using the straight-line method (depreciation is 
charged uniformly over the life of an asset); and 
a stamping machine that has an estimated useful 
life of 100,000 stamped widgets that the insured 
depreciates using the units of production meth-
od (depreciation is charged based on the actual 
usage of the asset).

Assume a fire occurs at the insured’s premises. 
The building is destroyed, including the stamp-
ing machine, but the sign remains undamaged. 
As a result of the fire, the business is unable to 
operate in any capacity for 12 months. 

It is clear that since the stamping machine was 
totally destroyed, any depreciation that would 
have been incurred on the machine would be 
saved. But would it be appropriate to consider 
any depreciation saved on the undamaged sign? 

Alternatively, what if an uncontrolled truck 
drove off the road, destroyed the sign and went 
through the building, but the stamping machine 
was undamaged? Since the sign was totally de-

Timothy 
Zimmerman  
Senior Manager,
Litigation 
Accounting and 
Valuation Services,
Collins Barrow 
Toronto LLP

Consideration of depreciation as a saved expense in the context  
of fully destroyed and replaced assets is well-trodden ground.  
But what about the question of how best to deal with depreciation 
savings for undamaged assets in a business interruption claim?
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The most common approach 
used is to assume that, as 
a result of the incident, 
the depreciation on the 
machine has been saved 
since the useful life of the 
asset has been extended 
and no depreciation is 
actually incurred in the 
indemnity period.

the same weather conditions and would 
need to be replaced at the same time 
irrespective of whether or not the busi-
ness was operating. On this basis, it would 
not be fair to the insured to calculate 

stroyed, any depreciation on the sign 
would be saved, but would it be ap-
propriate to consider any depreciation 
saved on the undamaged stamping 
machine? 

In assessing whether or not deprecia-
tion is saved on an undamaged asset, the 
following key questions must be asked: 
What is the depreciation driver and 
method of depreciation? Has the useful 
life of the asset been extended as a result 
of the loss?

POSSIBLE OUTCOMES 
With regard to the fire at the stamping 
business, the sign is being depreciated 
based on its expected useful life of 10 
years due to its gradual deterioration 
from the environment. If the business 
was not operating for 12 months, the 
sign would continue to be exposed to 

depreciation savings since there has 
not been an extension to the useful life 
of the asset. 

Conversely, if the stamping machine 
was not damaged by the rogue truck 
piling into the building, would the use-
ful life of the asset have been extended if 
the business was closed for 12 months? 
Generally, the answer would be yes. 

The method of depreciation for the 
stamping machine is the number of units 
produced, and if the business ceased 
operating, no units would be produced. 
Further, since the machine would be able 
to produce the lost units after the busi-
ness recommences, the useful life of the 
machine has effectively been extended.

It has been argued that the actual de-
preciation savings takes place subsequent 
to the resumption of operations and 
that the savings to the insured is the 
time value of money associated with the 
purchase or replacement of the ma-
chine in a future period. 

To illustrate this point, consider that 
a machine is purchased at Year 1 for 
$4,000, the units of production depre-
ciation method is used, there is 1,000 
average units produced annually, the 
total life in number of units is 4,000, 
and the salvage value is nil (see upper 
chart to left).

Although depreciation is not incurred 
in the year of the incident, the deprecia-
tion, in effect, has been deferred by one 
year. On this basis, an argument can be 
made that the depreciation is not saved, 
but the extension of the useful life of 
the asset has caused the deferral of the 
purchase of a new machine, which 
would result in a savings based on the 
time value of money related to the in-
vestment in a new machine. 

However, what happens if the insured 
decides to increase production after oper-
ations resume? If so, the purchase of the 
new machine may occur at the same time 
as if there had been no incident, which 
would result in no savings to the insured. 

Another issue to consider with that 
approach is it does not consider any 
future depreciation charges incurred by 
the insured on the purchase of the new 
machine. Given these issues, it begs the 
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52 Canadian Underwriter February 2015

ciation on the dump truck saved know-
ing that the vehicle is subject to gradual 
deterioration from its exposure to the 
environment? In theory, this would not 
indemnify the insured since the dump 
truck will depreciate over time as well 
as depreciate by use. 

The question then arises: What is the 
appropriate portion of saved depre-
ciation? Although, the answer requires 
professional judgment and a solid un-

question: What is the proper approach?
This approach is based on the argu-

ment that even though the replacement 
of the undamaged asset may be deferred, 
the insured will incur annual deprecia-
tion charges on either the existing un-
damaged machine or a newly acquired 
machine. 

As such, if the insured has no produc-
tion activity during the year following 
the incident, the insured has saved a 
year’s worth of depreciation (see lower 
chart on page 51).

PARTIAL SAVED DEPRECIATION 
All scenarios are not so black and white 
as in cases where an asset is depreciated 
either entirely on time or usage. Con-
sider, for example, a scenario involving 
a flood at a gravel pit operation. The 
entire operation is shut down, although, 
the dump truck remains undamaged. 

When the truck is not in use, it sits in 
the gravel pit and gradually deteriorates 
from its exposure to the environment; 
when it is being used for production, 
it depreciates more quickly from wear 
and tear. In this situation, it appears the 
truck will have a portion of its useful 
life extended from a decrease in use. 

That said, would it be fair to the in-
sured to consider 100% of the depre-

derstanding of case-specific facts, in gen-
eral, one should consider the following 
non-exhaustive list when estimating the 
depreciation saved on an undamaged 
asset: 
•	 What is the primary and secondary 

driver of depreciation?
•	 How long would the useful life of the 

asset be extended without any use? 
•	 Are there market comparables to deter-

mine annual change in market value 
for assets with similar condition? 

•	 Does the insured have any compa-
rable assets that were purchased and 
disposed of that may provide insight 
into the impact of time versus usage? 

•	 Is the asset subject to technological 
obsolescence that would require the 
insured to periodically purchase a new 
replacement asset irrespective of usage? 
Below is a chart depicting various pos-

sible outcomes. Given that depreciation 
of an undamaged asset can result in var-
ious outcomes, careful consideration of 
case-specific information is necessary 
to truly indemnify the insured follow-
ing a loss.    

It has been argued that the 
actual depreciation savings 
takes place subsequent to 
the resumption of operations 
and that the savings  
to the insured is the time 
value of money associated 
with the purchase or 
replacement of the machine 
in a future period.
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depreciation

saved
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saved

Depreciation
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Clearing 
Innovation Obstacles
Does the attitude of 
Canadian businesses create 
obstacles for innovation? 
A recent survey by The 
Conference Board of Canada 
shows that dealing with 
the top-rated innovation 
constraints would help 
businesses embrace more 
risk-taking and greater 
innovative activity.

For much of its history, Canada has underper-
formed in business innovation in relation to the 
world’s leading economies. For several years, 
Canada has remained near the bottom of its peer 
group on innovation as noted in The Conference 
Board of Canada’s How Canada Performs Innovation Re-
port Card, released in December.

Canadian attitudes toward risk are often cited 
as a one of the biggest obstacles to Canadian 
innovation, with Canadians often described as 
conservative or risk averse. So what has risk got 
to do with innovation? 

The Conference Board of Canada’s Centre for 

Business Innovation conducted a national phone 
survey to examine Canadian businesses’ attitudes 
towards risk and whether or not these actually 
affect business innovation. (The survey consid-
ered the topic from three perspectives: the risk-
taking attitudes of Canadian business people; 
risk aversion as managerial constraint; and the 
risk-taking skills of Canadian employees, all three 
of which play a role in Canadian companies’ 
approach to risk.)

ASSESSING RISK TOLERANCE
To assess risk tolerance, each surveyed Canadian 
business was asked to imagine its company has 
$100,000 to invest in innovation. Given the best- 
and worst-case returns of the four choices be-
low, which would the leadership choose?
•	 $200,000 gain or $0 gain/loss;
•	 $800,000 return or $200,000 loss;
•	 $2.6 million return or $800,000 loss; and 
•	 $4.8 million return or $2.4 million loss.

This question is designed to determine how 
large an investment the respondent thinks his or 
her company would make to achieve a specified 
return or a possible loss. The potential loss is 
geared to the gain, as it is in financial markets.

Of the 1,100 responses, 90.5% were from small 
businesses (under $25 million), 6.4% were from 
medium-sized businesses ($25 million and over, 

Michael Grant  
Director of Research, 
Industry and  
Business Strategy, 
The Conference 
Board of Canada
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To improve Canada’s innovation performance, the number of 
Canadian businesses willing to take significant risks and that 
have the financial capacity to absorb losses must increase.

practices of the respondents? It is easy 
for someone to answer a theoretical 
question, but what is the likelihood 
that his or her survey answer reflects 
that person’s actual risk management?

To shed light on these issues, the sur-
vey compared the respondent’s answers 
on risk tolerance to 2013 sales. It used 
sales as an indication of company size 
and the capacity to absorb losses in the 
event that the $100,000 innovation 
wager does not work out as planned.

About half of the survey respondents 
were companies with sales of less than 
$1 million. These companies would be 
hard-pressed to make a $100,000 wager 
on an innovation project without some 
outside funding. And they are most 
assuredly not in a position to absorb 
significant losses on their own accounts. 

Data suggests a clear alignment between 
risk-taking and a business’ financial ca-
pacity. More than 70% of surveyed Ca-
nadian businesses are realists in terms 
of aligning their risk-taking and finan-
cial capacity. 

However, about 10% of Canadian firms 
(just over 100,000) assume smaller risks 
than would be suggested by the scale of 
their operations. These companies are 
truly risk averse. 

A somewhat smaller group (about 4% 
of respondents) are described as “wishful-
thinkers” because their risk tolerance 
exceeds their capacity to absorb losses. 

Finally, about 15% of polled compa-
nies are risk-taking “leaders” that both 
take significant risk and have the finan-
cial wherewithal to assume those risks.

WILLING, BUT UNABLE
Canadian businesses are willing to take 
risks — the problem is that they have 
limited financial means to absorb po-

but less than $75 million) and 3.1% 
were from large organizations ($75 mil-
lion and over). In about 80% of the 
cases, responses were from either the 
owner/manager or the president of the 
company (i.e., the one who should be 
in the best position to judge the risk tol-
erance of the company leadership).

WHAT THE RESULTS SHOW
At first glance, the results appear to 
provide evidence for risk aversion by 
Canadian businesses, with almost half of 
the businesses choosing the most con-
servative wager. Another 35% would take 
the second most conservative wager. 

There is a 1 in 17 chance that a Cana-
dian company makes the big bet.

However, when examining attitudes 
towards risk, it is important to take into 
account the ability of the company to 
take risk and absorb losses. Three ques-
tions are important to achieve a true 
assessment of risk.

First, how much money does a com-
pany have to lose? The Warren Buffetts 
of the world may consider the $2.4 mil-
lion loss posed in the survey question 
to be little more than pocket change; yet, 
it would spell corporate ruin for many 
small businesses.

Second, whose money is being put at 
risk? The leadership of smaller companies 
tends to be the same as the owner who 
assumes the financial risk. As companies 
become larger, their capital structures 
become more complex, and owners may 
be a different group of people than se-
nior management. 

As such, the risk-takers are different 
than the risk managers. The managers 
are not actually personally at risk.

Third, how are the theoretical respons-
es likely to relate to the actual business 

tential losses. The vast majority of busi-
nesses have aligned their risk-taking 
with their limited financial means. They 
may also be avoiding risk because they 
can succeed on some level without it. 

This nuanced way of looking at the 
relationship between risk tolerance and 
innovation leads to somewhat different 
conclusions than analyses that assume 
all Canadian businesses are risk averse 
or, alternatively, that Canadians (either 
privately or publicly) should fund busi-
nesses with the greatest risk appetite. 

To improve Canada’s innovation per-
formance, the number of Canadian busi-
nesses willing to take significant risks 
and that have the financial capacity to 
absorb losses must increase.

An improvement in risk-taking by Ca-
nadian business involves addressing the 
specific issues of each of these groups. For 
the risk averse, it is about encouraging 
them to be more risk-taking. The realists 
simply need to scale up their business-
es so they can take more risk. And the 
wishful-thinkers need to convince out-
side parties, usually venture capitalists 
and angels, to fund their risks.

By making changes to leadership, 
management or corporate culture, risk-
averse businesses could better position 
themselves to take more chances. 

What are the top-ranked innovation 
constraints? 

The survey found that the top barri-
ers to innovation are regulations, lack 
of financing and time, lack of employee 
skills, and management. Leadership and 
organizational culture ranked low on the 
list of barriers. 

Dealing with the top-rated innovation 
constraints would help Canadian busi-
nesses embrace more risk-taking and 
greater innovative activity.    
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Bucking the Trend
Businesses and insurers are 
working to develop solutions 
that address needs and 
offer support in light of the 
many transitions currently 
unfolding in the data breach 
and cyber loss sector. What 
data breach trends should 
businesses and insurers 
keep an eye out for in 2015?

The pace of change in the cyber and privacy risk 
worlds is downright frenetic. Exposures today 
do not always target the same kinds of informa-
tion, or have the same goals, that they may have 
had just a few years ago. 

With all the transitions happening in the data 
breach and cyber loss sector, businesses and 
insurers alike are working to develop solutions 
that address real needs and provide real support. 
Understanding the trends — which types of pri-
vacy and security breach events are on the rise 
and where risks still exist — will help producers 
match clients with the right products.

ARE BREACHES REALLY GETTING BIGGER?
While several recent breaches have been truly 
massive in scale, it would not be accurate to say 
that breaches are getting larger as a whole. Instead, 
it is likely that the visibility of these breaches has 
been skewed a bit. 

Small breaches rarely make the news, whereas 
big exposures get a lot of press. That means most 
people are familiar with huge breaches such as 
those that involved Target and Home Depot, but 
the public does not hear about the myriad expo-
sures that are lesser in scope.

Another reason the rate and size of breaches 
may seem to be growing is because businesses 
are simply getting better at identifying that they 
are, in fact, happening. 

Organizations of all sizes have increased their 
awareness of exposures, they have implemented 
technologies to spot suspicious activity, and 
many have put in place much better alerting 
tools than was common in years past.

This trend of better breach knowledge has cre-
ated a good situation for insurance companies. It 
means more organizations are becoming better 
risks because they have a far deeper understand-
ing that they need to protect their information, 
and they are also more aware that they must have 

Nate Spurrier  
Business 
Development 
Director,
IDT911
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nicipality’s website for more than 10 
hours. The hackers used the opportu-
nity to post a message on the site that 
referred to the Charlie Hebdo attacks 
in France. 

At this time, it does not appear any 
data was compromised during that hack.

Even if personal information is not 
exposed as part of a breach, the business 
interruptions that often accompany any 

mechanisms in place to quickly identify 
potential exposures. 

With more of the smaller breaches 
being caught early, it shows an increas-
ing number of businesses are not likely 
to ignore those larger situations that 
have a tendency to get out of control.

HACKERS MOVING BEYOND 
PERSONAL INFORMATION
It is sometimes difficult to discern wheth-
er or not more personal information is 
really being exposed these days. Though 
enormous amounts of consumer data 
— among these, financial, health and 
personal — have been involved in secu-
rity incidents, many of the breaches in 
recent years have not targeted personal 
information at all. 

Some have, instead, focused on cor-
porate data such as intellectual property, 
or on interrupting business operations 
as a form of retribution.

There has also been an upswing in 
politically motivated breaches. 

The origins and goals of the Sony hack 
are still being discussed among security 
experts, but much of the conversation 
has revolved around the exposure as an 
example of state-sponsored hacking. The 
Anonymous collective has taken re-
sponsibility for a number of attacks that 
disrupted web traffic and brought down 
the sites of a range of organizations. 

In Terrasse-Vaudreuil, a small town 
outside Montreal, an Islamic extremist 
group recently took control of the mu-

network intrusion can still be devastat-
ing. From lost revenue to reputational 
harm, companies must still be mindful 
of the risks of a weak security posture.

BREACHES FROM AN  
INSURANCE PERSPECTIVE
The privacy breach landscape is inter-
esting because it is vastly different on 
different sides of the market. Organi-

More organizations are 
becoming better risks 
because they have a far 
deeper understanding that 
they need to protect their 
information, and they are 
also more aware that they 
must have mechanisms in 
place to quickly identify 
potential exposures. 
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Canada approaches the issue primarily 
through a federal guideline. 

Organizations are strongly encouraged 
to notify, but, based on the few provin-
cial requirements, there is not always 
an obligation to do so. 

Though the majority of businesses 
are keen to notify affected individuals 
— customer retention and regulatory 
issues can arise if the company tries to 
ignore the exposure — many insurance 
policies in the Canadian market con-
tinue to be drafted such that notifica-
tion would only be covered if required 
by law.

TRENDS IN COVERAGE OPTIONS
Though breach coverage is now widely 
available, it remains tricky because the 
differences between the various prod-
ucts can be significant. Much of it comes 
down to reading the details under each 
coverage section. 

Looking at remediation expenses as 
an example, not all companies are willing 
to address every type of loss that could 
be incurred when investigating an event, 
even when offering some form of rem-
edy to affected parties. 

With a breach-only small endorse-
ment, many policies do not cover any 
form of legal or credit and fraud moni-
toring fees. However, they may offer 
different forms of notification support 
and other services to individuals im-
pacted by a breach. 

Along the same lines, many of these 
policies that target the small and mid-
sized business sector do not cover foren-
sic investigation. This is often because it 
is assumed the low number of records 
that may be involved in any exposure 
would not warrant one.

On the large cyber product side, some 
of the main differentiators reside with 
what the policy is willing to cover to 
resolve the operational problem for the 
business. These could include removing 
a virus, restoring a data set, covering 
business interruption costs or repairing 
affected websites, servers or other net-
work components. 

And this does not even include the 
number of coverages that could be of-

zations that are selling small, bolt-on 
endorsements are having a lot of sales 
success because everyone understands 
what breach is. 

Rather than the environment that 
producers were looking at even five 
years ago — when clients had to be con-
vinced of the need for privacy breach 
coverage — it is becoming a much more 
standard product. Most businesses have 
been offered some type of cyber or pri-
vacy breach add-on. 

Brokers are also feeling pressure to 
ensure their customers are aware of op-
tions in the market to protect their own 
errors and omissions, since these prod-
ucts are now widely available.

Specialty insurance companies offer-
ing large cyber limits are finding them-
selves in an interesting situation. 

Cyber teams used to have trouble sell-
ing robust coverages with larger limits. 
But the buying cycle has shifted, and 
now carefully underwriting these larger 
risks has become the primary focus be-
cause of the large payouts from recent 
breaches. 

As a result, many insurance organiza-
tions are rethinking their strategies to de-
termine if they are being too aggressive 
on limits and coverages at the various 
price points.

One thing that sometimes trips up 
insurance companies that have a strong 
cyber presence outside of the Canadian 
marketplace is the issue of voluntary 
versus mandatory notification. While 
notifying individuals impacted by a 
breach is a legislated requirement in 
almost every state in the United States, 

fered on the liability side. 
In short, there are a lot of different 

coverage options, so comparing insur-
ance products solely on limits and price 
will likely lead to a few surprises after a 
privacy or security breach occurs.

COVERAGE SOLUTIONS  
EMBRACE PREVENTION
There are preventive measures that 
businesses can put in place to reduce 
their breach risks. Much of what insur-
ance companies are requiring as a con-

dition under their policies ends up be-
ing the kind of proactive steps that are 
good for the insurer, the insured and 
anyone whose data could possibly be 
exposed. 

Some practices often mandated in-
clude the following:
•	conducting regular data back-up ac-

tivities;
•	automatically downloading different 

types of security patches released as 
part of a standard software package 
update; 

•	keeping antivirus suites up to date; 
and 

•	using password protection on sensi-
tive network assets. 
While it may seem like a large amount 

of hassle for the broker selling the 
policy or the insured trying to obtain 
coverage, these are the same activities 
that lower a business’s overall risk, no 
matter its size or industry.    
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Security 
Check

Data security has always 
been an issue, but perhaps 
no more so than today. A 
recent survey of about 1,500 
Canadians clearly shows, 
however, that awareness of 
data security lags concern.

Guess what percentage of Canadians report be-
ing concerned about losing their financial or 
personal information held electronically by or-
ganizations? 10%? 30% 50%? Whatever the 
percentage, most individuals likely would not 
have guessed 81%.

That at least was the result of a Vision Criti-
cal survey, conducted late last year on behalf of 
IBM Canada, designed to evaluate awareness of 
data insecurity. Decision-makers of all types of 
businesses and organizations, even those who 
until now felt data insecurity would not touch 
their businesses, would be well-advised to heed 
the results and take a hard look at the potential 
bottom-line impact that a breach could have.

NOT NECESSARILY INFORMED
Interestingly, the survey of a random selection of 
1,500 people showed that while 81% of respon-
dents are somewhat or very concerned about 
their data being stolen, only 61% feel somewhat 
or very knowledgeable about data risks. 

And, alarmingly, one-third of those polled are 
not aware of any incidents in the last two years 
where personal data was jeopardized, includ-
ing within the institutions with which they deal  
personally. 

That is a key statistic in light of the fact that 
some Canadian organizations have experienced 
significant downtime as a result of natural and 
man-made disasters, or security breaches. If the 
almost daily news reports of breaches occurring 
are an accurate picture of what is happening, 
the survey results are a clear indicator that more 
work needs to be done to educate Canadians  
regarding the value of data security.

WILLINGNESS TO SWITCH
Perhaps the most valuable information from the 
survey for organizations — and for underwriters  
— is that the lion’s share of polled Canadians, 

Willie Wong  
Security Leader,
IBM Canada

Opinion/Analysis
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With breaches seemingly 
becoming all too common, 
and customers reporting 
that they are prepared to  
switch organizations,  
senior management  
cannot afford to ignore  
the value of protecting the 
data with which they  
have been entrusted.

clearly no longer good enough. With 
breaches becoming common, and cus-
tomers ready to switch organizations, 
businesses cannot afford to ignore the 
value of securing the data.

In the absence of failing to address 
issues head-on, the situation will only 
continue to worsen.

The survey results show that with age, 
the number of people who report being 
very concerned goes up (three in 10 18- 
to 34-year-olds say they are very con-
cerned compared to half of respondents 
55 years and older). 

The finding could indicate that age is 
a factor in the level of concern over per-
sonal data, which could possibly relate 
to having grown up with instant data as 
opposed to not having done so. 

Additionally the survey shows that 
more than one-third of respondents feel 
they are not very or not at all knowl-
edgeable about the risks of data security 
in organizations.

Traditional security technologies lack 
the sophisticated capabilities and visibil-
ity required to detect and protect against 
such attacks. At best, they solve a single 
facet of the problem. 

Further, it must be acknowledged that 
many cyber criminals are skilled and pa-
tient enough to monitor an organization’s 
network over months or years, perhaps 
eventually seizing on an opportunity to 
steal sensitive information assets — in-
tellectual property, credit card numbers 
and customer databases, among these — 

86%, are somewhat or very likely to 
switch to a new organization if their 
personal or financial information is lost. 

With breaches seemingly becoming 
all too common, and customers report-
ing that they are prepared to switch 
organizations, senior management can-
not afford to ignore the value of pro-
tecting the data with which they have 
been entrusted. 

Organizations face not only direct costs 
of the breach, but also hits to their  
reputations as well. The average length of 
downtime continues to be in the range 
of 3.5 to 4 hours, although associated 
costs are climbing. 

For large businesses, those with 1,000-
plus employees, the average cost of a 
data breach totals more than $2.5 million, 
note figures in the IBM 2014 Reputational 
Risk Study.

Overall, the average cost of a security 
breach is $11.6 million and can take as 
long as eight months to detect. In that 
time, customer confidence is lost and 
there is a significant possibility that it 
will never return. How will an organi-
zation rebound if, in fact, it ever does?

If organizations do not have the prop-
er tools to figure out, first, if a breach 
occurred, and, second, how that breach 
occurred, it is not likely those organiza-
tions will be able to respond properly. 
And the accuracy of information, and 
how quickly it is available, is key to be-
ing able to control the situation. 

That means data security must be 
looked at as a business investment.

RETURN ON SECURITY
Given the current environment, what is 
the return on investment (ROI) of inse-
curity? Some sectors may still be under 
the mistaken impression that the need to 
increase security does not include them. 
However, almost every type of indus-
try or institution would experience 
pressure if personal data was breached, 
forcing a management shuffle or loss of 
reputation as a result of negative media 
coverage.

Some managers continue to rely on the 
old ways of safeguarding themselves 
from cyber threats, an approach that is 

commit fraud or otherwise damage the 
organization. 

TAKING PROTECTIVE MEASURES
So what should an organization do? 
It is essential that businesses make it a 
priority to put risk mitigation plans in 
place to ensure they are prepared in the 
event of a breach? Analyst reports and 
industry facts indicate that it is likely a 
security breach and/or availability issue 
will occur at a particular organization at 
some point in the future. 

Organizations also need to consult a 
trusted security expert and put in place 
a plan to ensure ROI regarding data pro-
tection is a solid one. They must never 
be lulled into believing enough has been 
done to prevent every situation.

As such, businesses are advised to use 
the following five fundamental security 
principles:
•	 increase the security IQ of every em-

ployee;
•	 respond to incidents more quickly;
•	 safeguard cloud and mobile since that 

is where most organizational data is 
located; 

•	 protect priority data since not all data 
has the same value; and 

•	 leverage security intelligence as ana-
lytics provides threat insights.
It is imperative that businesses and 

organizations seek data security advice. 
It is not a matter of if, but rather when, 
a breach will happen. 

The survey results offer security pro-
viders significant value with regard to 
Canadians’ overall awareness and atti-
tudes related to the loss or theft of per-
sonal and/or financial information held 
electronically by organizations. There is 
clearly an opportunity to educate Cana-
dians and Canadian organizations about 
the risks of data insecurity. 

Delivering secure, reliable and flex-
ible access to information is a key chal-
lenge many organizations face today. 

Having a well-constructed approach 
to security to avoid data being compro-
mised and costly security breaches from 
resulting is the best way to maintain 
customer loyalty and protect an organi-
zation’s brand.    
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MOVES & VIEWS

1 Bob Fitzgerald [1] has 
been appointed chief 
executive officer of 

SCM Insurance Services, 
succeeding founder and 
chief executive officer Larry 
Shumka, who will become 
the firm’s first-ever executive  
chairman. Most recently 
president of SCM Insurance 
Services’ adjusting and 
claims management company,  
ClaimsPro (a role he will 
retain until a replacement 
is found), Fitzgerald and 
Shumka will jointly manage 
the transition over this year. 
Fitzgerald has 30 years of  
experience in the property  
and casualty insurance 
industry and has held senior 
executive roles with a number 
of major organizations. SCM 
provides claims adjusting, 
risk management, inves-
tigative, surveillance, risk 
mitigation, medical services, 
forensic engineering services 
and risk intelligence services  
to the p&c insurance industry.

2 George Kalopsis has 
resigned as president 
and chief operating 

officer of Echelon General 
Insurance Company, one of 
EGI Financial Holdings Inc.’s 
property and casualty insur-
ance subsidiaries in Canada. 
Based in Ontario, Echelon 
General’s coverages include 
non-standard auto, motor-
cycles, antique and classic  
vehicles, trailers, motor homes  

and recreational vehicles. As 
well, the company provides  
specialized insurance programs,  
such as hard-to-place com-
mercial property, primary and 
excess liability, credit insurance 
and extended warranty.

3 CRU Group Inc.  
announced in January 
it has acquired the 

shares of the Toronto-based 
claims services firm, Maltman  
Group International. CRU 
Group’s operations include 
the Academy of Insurance 
Adjusters, independent 
claims adjusting firm 
Catastrophe Response Unit 
Inc. and CRU Environmental 
Services, while Maltman 
Group’s services include loss 
adjusting and claims admin-
istration in specialty lines 
and liability. CRU Group 

executive Carol Jardine [3a] 
— who has previously held 
roles as senior vice president 
of claims services at TD 
Insurance, and as president 
and chief operating officer  
for both Canadian Northern 
Shield Insurance Company 
and CUMIS General Insurance  
Company — will lead the 
Maltman Group. CRU Group, 
which also has offices in 
Florida and Oklahoma, is 
owned by Gary Winston [3b] 
and Kyle Winston [3c]. 

4 Rick Roberts [4], di-
rector of risk manage-
ment and employee 

benefits for Ensign-Bickford 
Industries Inc., took on the 
role of president of Risk 
and Insurance Management 
Society (RIMS) Inc. on 
January 1. A member of 

RIMS for 25 years and its 
Board of Directors for seven, 
Roberts previously served 
as RIMS’ vice president and 
board liaison to RIMS external 
affairs committee. Other 
officers on RIMS 2015 board 
include Julie Pemberton, vice 
president; Robert Cartwright, 
treasurer; and Jennifer 
Santiago, corporate secretary, 
while new to the board in 
2015 is Robert Zhang. RIMS 
past president Carolyn Snow 
remains on the board and  
other incumbent members 
are Gordon Adams, Gloria 
Brosius, Al Gorski, Leslie 
Lamb, Steve Pottle (director 
of risk management services 
at York University), Frederick 
Savage, Lori Seidenberg and 
Janet Stein (director of risk 
management and insurance 
for the University of Calgary).

upcoming events: for a complete list visit 

www.canadianunderwriter.ca 
and click ‘my events calendar’ on the home page 
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MOVES & VIEWS

5 The Co-operators 
General Insurance 
Company reports one 

of its subsidiaries has pur-
chased Bill Hartley Insurance 
Services Ltd., a brokerage in 
Victoria that provides home, 
auto, farm and commercial 
insurance policies. “We’re 
pleased to be strengthening 
our presence and growing  
our agency distribution  
system in British Columbia  
and across the country,  
which is a key part of our 
growth strategy,” says Kathy 
Bardswick, president and 
chief executive officer of  
The Co-operators. Existing  
insurance coverage will 
remain in effect, although as 
policies expire, clients will be 
offered comparable policies 
from The Co-operators.

6  Independent Broker 
Resources Inc., a 
subsidiary of Insurance 

Brokers Association of 
Ontario, has launched a new 
fleet management telematics 
offering that uses technology 
from Quindell Plc. The prod-
uct includes the provision of 
an overall driving score for 
each commercial operator 
to manage and understand 
driver behaviour. The data  
is owned by the consumer, 
with brokers having viewing  
access upon receiving consent  
from the fleet manager.

7  Berkshire Hathaway 
Specialty Insurance 
is expanding into the 

Canadian market and has  
secured office space in 
Toronto. In Canada, where it  

is licensed to conduct business,  
Berkshire Hathaway 
Specialty “underwrites 
on the paper of National 
Liability & Fire Insurance 
Company,” the company 
reports. Scott Miller, who 
has worked at General 
Reinsurance Corporation 
and Aon Reed Stenhouse; 
Darryl DeSouza, who has 
worked at AIG, Swiss Re and 
General Accident Assurance 
Company; and Michael 
Densham, a former vice 
president and Canadian zone 
manager for Chubb Group of 
Insurance Companies; will 
lead the company’s property, 
casualty and executive and 
professional lines operations, 
respectively, in Canada.

8  Crawford & Company 
(Canada) Inc. has 
announced five new 

appointments in Ontario. 
Spencer Bailey [8a] is now 
Crawford Canada’s property  
and casualty supervisor, 
Toronto West, Deborah 
Mannisto [8b] is branch 
manager of the Thunder 
Bay office, Michael McLeod 
[8c] is branch manager for 

Waterloo and Owen Sound, 
Kelly Stevens [8d] is branch  
manager for Toronto West, 
and Nancy Costa [8e] is 
national account executive. 

9   Allianz Worldwide 
Partners and The 
Co-operators Group 

have merged their respective 
Canadian travel insurance 
companies. The merger of 
Allianz Global Assistance 
Canada and TIC Travel 
Insurance Coordinators has 
created a business that will 
operate as Allianz Global 
Assistance. Daniel Wichels 
[9], a past chief financial 
officer at Allianz Global 
Assistance for the Americas, 
will serve as chief executive  
officer of Allianz Global 
Assistance in Canada. Allianz 
Worldwide Partners S.A.S. 
owns 55% of the combined 
legal entity and AZGA Service 
Canada Inc. Co-operators Life 
Insurance Company owns 45%. 

10 In a deal that took 
effect December 
1, 2014, broker-

age RRJ Insurance Group 
has purchased Bernhardt 
Insurance Service, based in 
Kitchener, Ontario. Bernhardt 
Insurance will operate 
under the Pioneer Insurance 
Brokers name and work out 
of its Kitchener location. 

1David Richards [1] has
been appointed chief
executive officer of JLT

Canada, part of the Jardine
Lloyd Thompson Group, risk
specialists and employee ben-
efit consultants. Having more
than 20 years of experience in
the insurance and risk man-
agement industry, Richards
joined JLT Canada in 2013 as
executive vice president and
national specialty leader for
natural resources. He has held
various senior management
positions within the insurance
broking sector, including as
executive vice president for
Aon Canada. “His client advo-
cacy, management experience
and deep knowledge of the
Canadian insurance industry is
ideally suited to leading JLT
Canada on its next phase of
growth, supported by the
strong senior management
team that has been assem-
bled over the last two years
and a continued appetite from
the JLT Group to invest in
building out its Canadian 
operations,” says JLT Canada
chairman John Lloyd.
Richards succeeds Steve
Thomas who, after completing
JLT Canada restructuring over
the last two years, has de-
cided to return to Australia.

2Toomas (Tom) Reikman
and Max Weis [2] have
joined Economical 

Insurance. Reikman has been
named senior vice president
and chief operating officer,
effective January 20. He has
held various executive roles at

MOVES & VIEWS
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positions have included gen-
eral adjuster, branch manager,
vice president of operations
and Lloyd’s Division leader.

6Macdonald Chisholm
Trask Insurance (MCT)
announced in early

January that it will join prop-
erty and casualty brokerage
BrokerLink. The terms of the
transaction were not dis-
closed, notes a statement
from BrokerLink. BrokerLink
companies, subsidiaries of
Intact Financial Corp., 
include 84 offices serving
clients in Atlantic Canada,
Alberta and Ontario. Dating
back more than 60 years,
MCT has more than 110 in-
surance professionals in 18
offices. Michael Brien, who
has led MCT over the last 12
years, joins BrokerLink as
head of its Atlantic operations.

1

of Calgary; Gordon Adams;
Robert Cartwright, Jr.; 
Al Gorski; Leslie Lamb; John
Phelps; Michael Phillipus;
Frederick Savage; and Lori
Seidenberg.

8As of January 8,
Toronto insurance bro-
ker Jones DesLauriers

Insurance Management Inc.
(JDIMI) had acquired Whitley
Insurance and Financial Ser-
vices. Whitley Insurance has
offices in Belleville, Ontario
and the nearby communities
of Trenton, Deseronto and
Stirling. “The acquisition is
expected to build a solid
presence for JDIMI in Eastern
Ontario and position the firm
to better service their clients,
with strengthened commer-
cial and personal insurance
offerings in the region and a
new financial services divi-
sion,” notes a statement from
JDIMI. President and CEO
Shawn DeSantis will lead the
teams from both companies.
Loris Clarke [8] has been
named successor to Paul
Whitley, president of Whitley
Insurance, who will remain
during a transition period.

9Ken Rayner [9] has
joined Anderson 
McTague & Associates

Ltd. as its director of busi-
ness development, Central
Region. “Ken brings a wealth
of experience to our com-
pany, having held various
senior management positions
with insurers and other MGAs,”

Aviva Canada, including 
senior vice president for the
Ontario region, senior vice
president of Pilot Insurance
Company and Scottish and
York Insurance Company, and
senior vice president of 
national marketing. He also
previously worked at Econom-
ical Insurance. Reikman will
report directly to Karen
Gavan, president and CEO of
Economical Insurance. Weis,
who previously held various
roles at RBC Capital Markets,
is the new vice president of
corporate development as of
January 21. Weis will be inte-
gral to “continued focus on
its demutualization and 
public company readiness ac-
tivities,” says chief financial
officer Phil Mather.

3Dan Kleiman [3] took
on duties as vice presi-
dent and regional

leader, Canada Commercial
for Zurich North America at
the beginning of 2014. In his
new position, based in
Toronto, Kleiman will oversee
the almost 100 market-
facing underwriters and 
underwriting managers who
are part of the Commercial
Markets regional field organi-
zation within Canada, reports
Zurich Insurance Group.
Kleiman began with Zurich 
in its Kansas City office in
2007 and most recently
served as segment head of
the commercial real estate
practice within Zurich North
America Commercial. Before
joining Zurich, he held com-
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get back to normal faster
after a claim,” says Irene
Bianchi, senior vice president
of claims, corporate services
and strategic sourcing for
RSA Canada.

5Scott McFie has been
named executive vice
president of business

development for Granite
Claims Solutions. McFie, who
has been involved at the ex-
ecutive level within the insur-
ance industry for more than
25 years, has held executive
operational and business de-
velopment positions at a na-
tional independent adjusting
company. Denis Houle [5]
will oversee the operational
and sales activities of the
company’s Atlantic Region as
part of his new role as 
regional manager. Over the
course of his career, Houle’s

says Chuck McTague, 
president of Anderson Mc-
Tague & Associates, a  family-
owned MGA based in New
Brunswick. In January, An-
derson McTague & Associates
announced it was expanding,
adding an office in Toronto to
service the brokers of Ontario
and Manitoba. Rayner’s 
appointment confirms the
company’s “commitment to
the Ontario/Manitoba market-
place, and to the building of
a local support team to assist
brokers with their surplus
lines and difficult to place
business,” McTague adds.

10The Guarantee
Company of
North America

has announced that Tara
Wishart [10] became vice
president of claims for the 
insurer’s Toronto branch on
December 2, 2013. Having
21 years of experience in The
Guarantee’s claims 
department, Wishart will be
responsible for the operations 
of the Toronto Branch Claims.
She first joined The Guaran-
tee in 1995 as an adjuster
and has held roles of increas-
ing seniority with the com-
pany, including, most
recently, claims manager for
specialty lines. Wishart is a
member of both the Surety
Association of Canada and
the Canadian Association of
Women in Construction. 

mercial lines roles with in-
creasing levels of responsibility
at Chubb and Fireman’s Fund
Insurance Company in Kansas
City, Chicago and New York.

4RSA Canada is looking
to streamline its
claims-handling

process and condense cycle
times through a new partner-
ship with Audatex Canada, a
global claims solution
provider serving the automo-
tive industry. The partnership
replaces multiple software
programs with Audatex
Canada’s software suite,
which will standardize work-
flow and procedures across
all of RSA Canada’s compa-
nies. “This solution enables
RSA Canada to leverage its
size and scale to provide
even better service to our
customers and helping them

7Carolyn Snow [7] will
lead RIMS as president
for the 2014 term,

which took effect January 1.
Snow, who has been on the
RIMS Board of Directors for
seven years, is currently di-
rector of risk management for
Humana Inc. She previously
served as RIMS’s treasurer,
secretary and director of 
external affairs. The RIMS
board for 2014 also includes
vice president Richard
Roberts, Jr.; treasurer Julie
Pemberton; corporate secre-
tary Nowell Seaman, director
of global risk management for
Potash Corporation of
Saskatchewan Inc.; Gloria
Brosius; Steve Pottle, director
of risk management services
at York University; Jennifer
Santiago; Janet Stein, direc-
tor of risk management and
insurance at the University 

http://twitter.com/CdnUnderwriter
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The Ontario Pond of the Honorable 
Order of the Blue Goose hosted its 
annual holiday party, “Eat, Drink 
and be Merry,” at the Storys 
Building in the heart of downtown 
Toronto’s Entertainment District 
on December 16, 2014. Almost 
100 ganders and guests enjoyed 
an elegant evening in this historic 
venue. Cocktails and hors d’oeuvres 
preceded a fabulous dinner and all 
proceeds were in support of Spinal 
Cord Ontario.



GALLERY

Catlin Canada held a Holiday Open 
House on December 16, 2014. 
About 200 brokers, vendors and 
staff enjoyed some good cheer, 
socializing, and holiday food and 
drinks at Catlin Canada’s head of-
fice in Toronto. The event was also a 
chance to support the CP 24 Chum 
Christmas Wish Toy Drive and the 
Daily Bread Food Bank.

Appointment
Barbara Amodeo

HSB BI&I appoints Barbara Amodeo 
as Assistant Vice President, 
Claims and Engineering.

Barbara joins HSB BI&I with over 30 
years of insurance industry 
experience, having held various 
senior management roles at major 
commercial insurers and reinsurers.  
Barbara holds a Bachelor of Science 
degree, Civil Engineering, from 
Rutgers University.                                 

The Boiler Inspection and Insurance 
Company of Canada, a member of 
HSB Group and part of Munich Re’s 
Risk Solutions family, provides the 
industry–leading range of specialty 
equipment breakdown insurance 
coverage for business and home.  
Visit biico.com
 

Risk Solutions
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The Cowan Foundation and the Stratford-Perth 
Family YMCA, a charity and active part of the 
community since 1869, are joining forces 
to better serve Stratford and area youth. The 
Cowan Foundation has made a significant 
$37,500 gift to the YMCA to revitalize 
its Stratford Youth Centre. The cheque was 
presented on November 20, 2014, by Ian 
Lee, Commercial Account Manager, Cowan 
Insurance Group (Stratford office), across the 
centre’s ever-popular pool table to Mimi Price, 
CEO of the Y, and Stratford YMCA Youth Centre 
Supervisor, Rebecca Price. They were joined 

for the presentation by Heather McLachlin, 
President, Cowan Insurance Group;  
His Worship Mayor Dan Mathieson, City of 
Stratford and Brian Geffros, Region Manager, 
Cowan Insurance Group.

On December 8, 2014, The Cowan Foundation 
presented a cheque for $150,000 to the 
Muskoka Lakes Nursing Station Team, which 
included Allen Edwards, Chair; Brock Napier, 
Vice Chair and Linda Edwards, Secretary. 

The presentation took place at the temporary 
nursing station located at the Port Carling, 
Ontario library and included a site visit to the 
location where the permanent station will 
be built this spring. The nursing station will 
include a full-time nurse practitioner, adminis-
trative assistant and a collaborative association 
with a physician. It will be a key component 
of the new Brock and Willa Wellness Centre 
in the Muskoka Lakes area that will also 
include a hospice and retirement residence.  
Other supporters of the project include local 
community and seasonal donors and founda-
tions, the LHIN and the Ministry of Health and 
Long-Term Care, which has approved operating 
and start-up funding for the Muskoka Lakes 
Nursing Station, community health hub.

In the spirit of giving during the holiday 
season, The Cowan Foundation annually 
selects an organization as a recipient of its 
Holiday Card Program. For 2014, Girl Guides of 
Canada-Guides du Canada (GGC) was selected 
to receive $50,000 in support of a new 
programming initiative focused on Threat 
Risk Assessments (TRA) and Managing Risk 
E-Learning Training for volunteers. With 
more than 92,000 girl and women members 
across Canada, GGC relies on the incredible 
contributions their volunteers make to the 
delivery of great girl programming as well 
as their assistance in administration. The 

Cowan Foundation saw this as an opportunity 
to provide assistance in its area of expertise, 
as the operating companies that sustain the 
foundation specialize in risk management 
products and services.

APPOINTMENT

Paula Thomas
Claude Blouin and Jamie Dunn, Partners at 
Blouin, Dunn LLP, are extremely pleased to 
announce that Paula Thomas has joined the 
firm as an associate.

Paula earned an Honours Bachelor of Arts 
degree in History, English and Spanish from 
the University of Toronto in 1991, following 
which she spent a year teaching in Japan.  After 
working for a number of years in marketing and 
recruitment, Paula decided to pursue a career 
in law and earned a certificate in Introductory 
and Advanced Interpersonal Mediation from 
St. Stephen’s Community House in 2004.  Paula 
obtained her LL.B in 2006 from Osgoode Hall 
Law School and was called to the Bar in 2007.

Paula articled and served as an associate lawyer 
at a full services law firm with a focus on charity 
and not-for-profit law.  She then worked for 
several years at a well-known Toronto insurance 
defence firm before joining Blouin Dunn in 2015.

Paula has extensive litigation experience having 
appeared at all levels of court in Ontario as 
well as many successful appearances before 
the Animal Care Review Board.  Her practice 
primarily focuses on insurance defence 
litigation, particularly in personal injury 
claims and occupiers’ liability disputes.  Paula’s 
practice also involves municipal liability, sports, 
recreation and resort liability, property damage, 
Charter and other issues related to police 
liability.

Paula is a member in good standing of the Law 
Society of Upper Canada and a member of the 
Canadian and Ontario Bar Association and The 
Advocates’ Society.

Paula’s contact information is: 
pthomas@blouindunn.com 

(416) 365-7888 ext. 127

Blouin Dunn is one of Ontario’s leading insurance 
defence firms whose members have been 
providing quality legal support to the insurance 
community for over 30 years. We offer services 
in Ontario to property and casualty insurers 
throughout North America, at all levels of 
experience, at appropriate and competitive rates.

www.blouindunn.com

mailto:pthomas@blouindunn.com
http://www.blouindunn.com
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On December 17, 2014, the 
Portuguese Insurance Professionals 
Association (PIPA) held its Annual 
Christmas Luncheon at Lisboa 
(Lisbon by Night) Restaurant in 
Toronto, with a record 60 people 
in attendance. At the event, Mario 
Sousa, president of PIPA, outlined 
the goals of the association which 
include providing a networking 
opportunity to insurance  
professionals of Portuguese  
descent and friends; to promote  
the merits of a career in the 
insurance industry to Portuguese 
Canadians in grades 12, as well as 
those at the college and university 
levels; and to encourage and  
support academic excellence by 
providing scholarships to students 
of Portuguese descent enrolled 
in grade 12 and post secondary 
education. Since PIPA was formed, 
a total of almost $45,000 has been 
provided in scholarships.

APPOINTMENT

Craig Bran 
Vice President,  

Finance and Decision Support 

Rob Wesseling, Chief Operating Officer 
for Sovereign General is pleased to 
announce the appointment of Craig Bran 
to the role of Vice President, Finance and 
Decision Support. 

Over the past 3 years, Craig has led the 
Sovereign Business Information and 
Planning team in the role of AVP, Finance. 
During this time, he has delivered 
consistent operational excellence, 
while focusing on adding value to the 
organization through providing strategic 
analysis and creative thinking. 

Over his 20-year career, Craig has 
achieved success with a number of 
companies, including most recently Co-
operators General Insurance, and has 
served in various roles. 

Craig holds a bachelor’s degree in 
Business Administration as well as 
a Chartered Accountancy (CA) and 
Chartered Insurance Professional (CIP) 
designation. 

Please join me in wishing Craig continued 
success at Sovereign.

Sovereign General is a Canadian owned 
and operated property and casualty 
insurer headquartered in Calgary, 
Alberta with 270 staff operating in eight 
regional and services offices from coast 
to coast. Sovereign provides solutions for 
the specialized and complex insurance 
needs of Canadian businesses through a 
national independent brokerage network. 
To learn more visit SovereignGeneral.com

sovereigngeneral.com
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Young Insurance Professionals of 
Toronto (YIPT) hosted its annual  
“Winter Social” at The Duke of 
Devon in Toronto on January 14. 
Young insurance professionals were 
invited to start the New Year on a 
fun note by connecting with some 
new and familiar faces at YIPT’s first 
event of 2015. YIPT seeks to build, 
connect and inform Toronto’s young 
insurance community through net-
working functions and social events 
that provide a forum for individuals 
to stand out within the industry and 
learn about new areas of insurance.
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With more than 250 in attendance, 
McCague Borlack LLP hosted its 20th 
Annual “Christmas in January” party 
at The Design Exchange in Toronto 
on January 15. 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-January 
event to get together, look to the 
year ahead and discuss the latest 
industry news and developments.
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2014 when he stepped  
down to act as a Development 
Consultant for his last year of 
service. According to Karen 
Barkley, president of Elliot 
Special Risks, “Mario has 
played a leading role in  
shaping and developing  
the brand and reputation  
of ESR in the Canadian  
marketplace”. Among the 
many attendees at the event, 
special guests from the  
Markel International U.K.  
operation attended,  
including, Andy Davies,  
Chief Operating Officer 
and Finance Director; Ron 
Northedge, HR Director; 
Hannah Purves, Claims 
Director; and Mike Richardson, 
Claims Manager, Global  
Retail division.

Elliott Special Risks, a  
Markel International Company, 
held a Toronto Retirement Party 
for Mario Sousa on January 
21. Sousa began his career in 
the Surety department of The 
Canadian Indemnity Co. in 
1980, transferring to the  
casualty department in 1982 
where he held various  
underwriting roles before being 
promoted to Branch Casualty 
Manager in 1985. Sousa 
joined Elliott Special Risks 
(ESR) in 1987 (then known as 
Ian Elliott Ltd.), where he  
held a number of key roles  
including Vice President, 
Senior Vice President and 
National Marketing Manager. 
In May 2009, Sousa was  
appointed President of ESR,  
a role that he held until  
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The Insurance Institute of 
Ontario held its 116th Annual 
Convocation & Awards Night 
on January 22 at the Metro 
Toronto Convention Centre. 
Pat Van Bakel, president 
of the Insurance Institute 
of Ontario, served as MC. 
T. Neil Morrison, chair 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 

Drew Dudley, founder and 
chief catalyst of Nuance 
Leadership Inc. He  
discussed his thoughts “that 
we’ve made leadership into 
something bigger than us, 
something unattainable”  
and that leadership should 
be about “lollipop moments” 
– when something you have 
done has made someone 
else’s life fundamentally  
better – are acknowledged 
and shared every day. 
Leadership is now about 
changing the world and 
nothing less.
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At the GroupOne Insurance 
Services Client Holiday 
Open House held on 
Friday December 12, 
2014 in Richmond Hill, 
Ontario – the Norman 
Black Foundation donated 
$4,750 to the Kelly Shires 
Breast Cancer Foundation. 
The Kelly Shires Breast 
Cancer Foundation was 
established to help 
women/men who have 
been diagnosed with 
breast cancer. There are 
many unforeseen expenses 
they may face, and which 

their health insurance 
program may not cover. 
The Foundation’s mission 
is to provide financial as-
sistance to women/men in 
these situations in order to 
make their fight with can-
cer a little less challeng-
ing. This is an annual gift 
made by the Norman Black 
Foundation was promoted 
at the 2014 Insurance 
Broker’s Association of 
Ontario (IBAO) Convention 
and this year includes 
matching funds from Intact 
Insurance.

Pictured is GroupOne CEO and Norman Black Foundation 
Chairperson, Kay-Lee Franklin (right), presenting the 
donation to Isabelle Dusastre, President of the Kelly Shires 
Breast Cancer Foundation’s Quebec Chapter and a Director 
of the Foundation’s national board.
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To celebrate its official brand 
launch, Pario Engineering 
and Environmental Sciences 
hosted clients, stakeholders 
and staff to an evening of 
food, drink and mingling  
at Archeo in Toronto’s 
picturesque Distillery District 
in January. The event cel-
ebrated the official unveiling 
of the name Pario, which was 
previously known as Rochon 
Engineering before its  
acquisition by SCM Insurance  
Services. Speakers at the 
launch event included Doug 
Tremblay, Pario’s Managing 
Partner, Bob Fitzgerald, CEO 
of SCM, and Larry Shumka, 
Executive Chair of SCM. 
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$1 million
reasons to  
celebrate 

A New Home for the Lake Country Food Bank 
Lake Country, BC

Nootka Elementary School Playground,  
Outdoor Classroom, Art Area 
Vancouver, BC

Storage for the Homeless 
Vancouver, BC

Saint-André Playground Project 
Beaumont, AB

Ashley Neufeld Softball Complex 
Brandon, MB

Heart of the Community 
Cambridge, ON

A New Special Needs Playground for Ottawa! 
Ottawa, ON 

Klahanie – A Goderich Lions Club Camp 
Goderich, ON

Sauvons le Camp-De-La-Salle! 
Saint-Alphonse-Rodriguez, QC 

A Home for the Joshua Group – Kathy’s Wish 
Saint John, NB

Hope Begins with a Meal  
#SoulsHarbour 
Halifax, NS

Restoring Golden Hall – Health Benefits for All
Trepassey, NL
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