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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. 
BY ANGELA STELMAKOWICH
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EDITORIAL

Sharing economy services like  
Airbnb and, more top of mind,  
UberX, are proving disruptive 
on a number of levels and for 
a number of stakeholders.

One such level is insurance, 
where views differ wildly. 

The position taken by Uber 
that it is a technology  
company, not a taxi service, is 
one such point of contention. 
(A recent Ontario court ruling 
dismissed Toronto’s bid for a 
permanent injunction based 
on its argument that UberX 
is a taxi company and must 
adhere to municipal rules.)

At its heart, the question 
is will claims for drivers and 
passengers be covered in the 
event of a collision involving 
a vehicle booked through the 
ride-sharing app? 

The questions increase in 
step with the public’s growing 
appetite for the service. 
Arguments over insurance 
what-ifs have gained profile, 
but it is not yet clear cautions  
have put the public off its 
taste for cheaper “taxi” trips.

A new Mainstreet/Postmedia  
survey — involving 7,323 
respondents in Edmonton, 
London, Montreal, Quebec 
City, Ottawa and Toronto 
— shows 45% of surveyed 
Torontonians and 46% of 
Montrealers are favourable  
to UberX compared to 37% 
and 38%, respectively, who 
support banning the service.

In general, respondents 
were divided, but in many 
cases want UberX and taxis 
to follow the same rules.

In a separate survey from 
Probe Research Inc., 60% 
of the 446 Winnipeg-based 
members of the company’s 

online proprietary panel who 
report being familiar with 
UberX say the ride-sharing 
app should be allowed to  
operate in the city, while 
23% oppose such a move.

The sometimes uneven 
support compares to decidedly 
more steady warnings from 
insurance regulators.

For example, the Financial 
Services Commission of 
Ontario notes a standard auto 
insurance policy excludes 
coverage when the vehicle is 
used to carry paying passen-
gers or used as a taxi. 

The Insurance Brokers 
Association of Ontario (IBAO)
adds there are “a number of 
myths that suggest insurance  
coverage would be recognized  
should an UberX driver or an 
UberX passenger be involved 
in a collision.” 

IBAO president Michael 
Brattman says “drivers and 
passengers should know that 
there is no existing endorse-
ment for a personal lines 
policy that is available today 
that would guarantee them 
coverage or protection in the 
event of a collision.”

Out west in Alberta, the 
Superintendent of Insurance 
warned this past July that 
UberX’s insurance policies 
create “significant issues 
with regulatory compliance.”

Still, the office is com-
mitted “to working with 
Uber and other ride-sharing 
services to ensure that 
Albertans using ride-sharing 
services have access to insur-
ance protection and accident 
benefits under Alberta law.”

In September, the City of 
Edmonton jumped headfirst 

into the discussion with its 
proposed Vehicle for Hire 
Bylaw. Among other things, it 
would allow technology-based 
companies that have mobile 
app dispatch services to 
operate and would increase 
the fine for operating without 
a licence to $5,000. 

Other recent developments  
include the Manitoba govern-
ment indicating anyone driv-
ing for UberX would require 
a taxicab licence, and British 
Columbia’s transportation 
minister saying plainclothes 
agents with the authority to 
issue fines of as much as 
$5,000 are on the lookout 
for operators of unlicensed, 
alternative taxi services.

All that said, Intact 
Financial Corporation has 
just announced it intends 
to offer “tailored insurance 
products” for Uber and is 
“working closely with insur-
ance regulators and different 
levels of government in prov-
inces where the ride-sharing 
service currently exists.”

A commentary late last year 
by the Competition Bureau 
notes “these innovative 
business models have the 
potential to offer important 
benefits to consumers 
through more competition, 
including lower prices, 
greater convenience and  
better service quality.”

Whatever the support, 
however, questions need to 
be answered before anyone 
operating a vehicle through 
the UberX app (or passengers  
using the service) can 
confidently rely on being 
protected in the event of a 
crash — or worse. 

“A number of myths 
suggest insurance 
coverage would be 
recognized should 
an UberX driver or 
an UberX passenger 
be involved in a 
collision.”

Angela Stelmakowich 
Editor
Canadian Underwriter
astelmakowich@
canadianunderwriter.ca

UberX QuestionsX

mailto:astelmakowich@canadianunderwriter.ca
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Regulation
AUTONOMOUS VEHICLE 
REGULATION IN ONTARIO 
WILL “COME TO FRUITION”
The Ontario government 
plans to implement a regula-
tion on testing autonomous 
vehicles, although initially  
it will require drivers to  
intervene if necessary, says 
Jessica Mahon, team leader, 
special projects for the 
Ministry of Transportation.

In 2014, Premier Kathleen 
Wynne released to the trans-
portation minister a mandate 
letter “to permit a regulatory 
framework to permit testing 
of autonomous vehicles on 
our roads,” Mahon said at a 
recent industry event. “We 
are trying to put together 
something right now,” she 
said. “It will be presented to 
decision-makers shortly.”

A regulation on autonomous 
vehicles “will most definitely 
come to fruition,” Mahon said,  
but the ministry is looking 
at the issue “solely from a 
road safety perspective.” For 
example, “we don’t intend to 
permit driverless cars right 
off the bat. We will require 
that a driver be in the driver’s 
seat, ready to intervene at any 
time should something fail.”

QUEBEC ISSUES GUIDE 
ON 12-STOREY WOODEN 
BUILDING CONSTRUCTION
Quebec has released a 
French-language technical 
guide on the construction of 
wooden buildings up to 12 
storeys using mass timber.

The guide outlines the 
technical principles required 

to design and construct 
wooden buildings as tall as  
12 storeys using mass timber,  
reports FPInnovations, a 
research organization acting 
as scientific advisor.

“Research in Canada 
and internationally has 
shown that it is possible to 
construct safe and secure 
wooden buildings greater 
than six storeys in height and 
that, at those heights, rather 
than light wood framing, 
mass timber construction 
materials must be used, such 
as cross-laminated timber.”

SIMPLIFIED PROCESS FOR 
FILING PEI VEHICLE CLAIMS 
The Government of Prince 
Edward Island has taken 
steps to simplify the claims 
process for vehicle repairs 
by having Islanders deal only 
with their own insurance 
companies after an accident.

Enacted in the spring of 
2014, the insurance  
reform known as “Direct 
Compensation – Property 
Damage” (DCPD) will take 
effect October 1, 2015. It is 
mandatory coverage.

The new rules require that 
insurance companies com-
pensate their own customers 
for damage to a vehicle 
and its contents caused by 
someone else, meaning said 
drivers will no longer have to 
contact the at-fault driver’s 
insurer for compensation.

“DCPD will cover the 
portion for which you are not 
at-fault. Collision coverage, 
if you choose to purchase 
it, will cover the portion for 
which you are at-fault,” notes 
a government backgrounder.

Canadian 
Market

 
THE CO-OPERATORS 
ACQUIRES CARLETON 
INSURANCE BROKERS LTD.
Co-operators General 
Insurance Company is 
strengthening its presence 
in the Ottawa area with the 
announcement in August that 
its wholly owned subsidiary 
has purchased Carleton 
Insurance Brokers Ltd.

“We’re pleased to be 
strengthening our presence 
and growing our agency 
distribution system in Ottawa 
and across the country, which 
is part of our growth strategy,”  
says Kathy Bardswick, 
president and chief executive 
officer of The Co-operators. 

Carleton Insurance Brokers’ 
website notes the brokerage 
offers life, mortgage,  
disability, health, critical  
illness, auto/home/tenants 
and commercial insurance. 

Coverage for current broker 
clients will remain in effect 
with no changes for the 
current term of their policies. 
As current policies expire, 
clients will be offered  
comparable policies from  
The Co-operators.

NEW CROSS-BORDER 
INSURANCE COVERAGE
Aviva Canada announced in 
mid-August that it is offering 
new cross-border insurance 
coverage meant to provide a 
simple solution for Canadian 
domiciled companies that 
also have United States 
plated vehicles.

The U.S. accounts for 
more than three-quarters of 
Canada’s trade, and the two 
countries share the world’s 
largest trading relationship, 
notes Joe Vachon, Aviva 
Canada’s executive director,  
large commercial and 
national brokers. 

The insurer reports benefits 
include direct access to local 
U.S. decision-makers; custom-
ized solutions for Canadian 
and U.S. markets; and reliable 
claims management from a 
network of U.S. partners.

NEW COVERAGE 
PROGRAM FOR ENERGY 
CONSTRUCTION
Energi of Canada Ltd. has 
announced the availability of 
a new coverage program for 
energy construction. 

The program will target 
contractors in water/sewer, 
cable, telephone, geothermal,  
electrical, heating, ventilation  
and air conditioning and 
plumbing, gas station, renew-
able energy and oil field 
services among others. 

It “will be offered only to 
companies who exhibit a 
commitment to loss preven-
tion and who implement 
industry best practices,” 
notes a company statement.  
“The program will first be 
offered in Ontario, and will 
expand to other provinces  
in the coming months.”

Claims
STORMS SPUR $230 MILLION 
IN INSURED DAMAGE
Heavy rains, wind and a hail-
storm that swept across parts 
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of Alberta and Saskatchewan 
July 21 and 22 is estimated 
to have caused more than 
$230 million in insured 
damage, Insurance Bureau 
of Canada reports, citing a 
preliminary estimate from 
Property Claims Services.

During that storm, “a 
tornado was sighted north 
of Priddis,” southwest of 
Calgary, IBC notes. Hail the 
size of golf balls was reported 
in Calgary while “nickel-sized”  
hail was reported near Water 
Valley and Cochrane.

“In Saskatchewan, strong 
winds brought down trees 
and utility poles in Regina,” 
and there was “significant 
damage due to downed 
trees” in Kerrobert. Hail the 
size of golf balls and rainfall 
of up to 300 millimetres per 
hour was also reported.

THREE FINED IN PASSENGER 
JUMP-IN SCHEME: ICBC
Three residents of British 
Columbia’s Lower Mainland 
have received fines totalling  
$5,000 for attempting 
to defraud the Insurance 
Corporation of B.C. (ICBC).

The trio was found guilty 
of making fraudulent injury 
claims from a crash in which 
two of the individuals were 
never involved, ICBC reported 
in August. One person was 
fined $1,000 plus one day in 
jail, a second individual was 
given a $2,000 fine and one 
day in jail, and a third person 
was fined $2,000.

All three individuals were 
found guilty of insurance 
fraud by “a passenger jump-in  
scheme,” which describes 
either a literal or figurative 

addition of passengers not 
involved in a collision.

No monies were paid out 
on the bodily injury claims.

Risk
CANADIAN MINING 
INSURERS SEEING DROPS  
IN VALUES: MARSH
Canadian insurers continue 
to be committed to the  
mining industry despite lower 
premium volume stemming 
from market competition 
and reductions in insurable 
values, primarily decreases in 
business interruption values, 
notes a new report from 
Marsh LLC.

In Canada, the “typical 
property program is seeing a 
minimum 5% rate reduction, 
although double-digit  
decreases have been obtained  
for mining companies of all 
sizes, with an emphasis on 
engineering, and maintained 
investment in loss control.” 

As a result of incidents 
such as the breach of the 
tailings storage facility at the 
Mount Polley mine in British 
Columbia, global insurers 
are reviewing their positions 
and available capacity and 
coverage for the region. 
“In particular, pollution 
coverage is under scrutiny, 
causing some uncertainty for 
Canadian insureds.”

B.C. RELEASES EMERGENCY 
MANAGEMENT GUIDE
British Columbia has 
released a new Emergency 
Management Planning Guide 
to help schools, districts and 
other authorities deal with 

natural disasters, human-
caused events and technolog-
ical and biological hazards.

The guide maps out 
standards to support public, 
independent and First 
Nations schools during an 
“emergency, disaster or 
tragic event,” such as an 
earthquake, power failure or 
wildfire. It focuses on a small 
number of responses that  
can be used in a variety 
of situations. Five basic 
responses are covered:  
drop-cover-hold on, evacuate,  
lockdown, lockout, and 
shelter in place.

Technology
DRONE INDUSTRY GROWTH 
THREATENED BY CYBER, 
PRIVACY CONCERNS
Cyber attacks and privacy 
breaches are among the 
threats to the drone industry, 
Lloyd’s notes in a new report.

The drones sector is a 
dynamic and important com-
ponent of the global aviation 
industry, with global expendi-
ture on acquisition expected 
to double to US$91 billion 
by 2024. But concerns must 
be considered by manufac-
turers and technology users.

Fundamental risks that 
could harm future growth are 
negligent or reckless pilots, 
patchy regulatory regimes, 
poor enforcement, vulner-
ability to cyber attack, and 
privacy infringement.

The report further notes 
that because of the rapid and 
uneven growth of the drones 
industry, it is proving difficult 
for regulators to provide 

strong rigorous oversight 
without technological support 
to track and monitor use.

Manufacturers, operators 
and regulators must “work 
together, on a global basis, 
to understand exposures 
and ensure this technology 
is used safely and responsi-
bly,” argues Nick Beecroft, 
manager of emerging risk 
and research at Lloyd’s.

EXECS REPORT DAILY, 
WEEKLY CYBER ATTACKS
Almost two-thirds (63%) of 
polled C-suite executives  
report their companies  
experience “significant” cyber 
attacks daily or weekly, notes 
a new report from Accenture.

Even with the attacks, just  
25% of respondents say their 
respective organizations  
always incorporate measures 
in the design of the compa-
ny’s technology and operating 
models to make them more 
resilient, Accenture reports.

The phone/online survey 
involved 959 C-suite execu-
tives in industries, including 
insurance, banking and 
capital markets.

Despite those numbers, 
88% of respondents say they 
believe their cyber defence 
strategy is “robust, under-
stood and fully functional.”

Accenture suggests, among 
other things, that companies 
create a digital ecosystem 
that enables them to team 
with other enterprises,  
augment their digital capa-
bilities and access innovative 
technologies that reside 
outside the enterprise to 
strengthen security posture 
and effectiveness.  
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Lorne Perry, 
incoming 
president of 
the Insurance 
Brokers 
Association 
of Canada, 
emphasizes the 
broker’s role in 
acting on behalf 
of consumers.
Over the past 39 years, 
Vancouver native Lorne Perry 
has represented insurance  
customers in British 
Columbia not only as a 
broker placing coverage, but 
also by serving on committees  
of the province’s auto carrier 
and by volunteering with 
industry associations.

Perry soon assumes duties  
as president of one of those, 
the Insurance Brokers 
Association of Canada 
(IBAC). Perry and others on 
IBAC’s Board of Directors will 
be kept busy, no doubt, what 
with the upcoming federal 
election and the review of 
IBAC’s education services 
(which includes the four 
categories of the Canadian 
Accredited Insurance Broker, 
or CAIB, program) being two 
top priorities for this year. 

Perry points out that CAIB 
is set up on a national 
basis and used by individual 
provinces. “Some provinces 

use (the CAIB courses) as 
licensing guidelines, so if 
you complete your CAIB 1, 
you get a Level 1 licence 
in certain provinces,” he 
explains, adding that in other 
provinces there is no “licens-
ing component” of CAIB.

“We want to look at 
whether or not using it as 
a licensing tool continues 
to make sense and how we 
might make that better,” 
Perry says. “Is it something 
that we want to look at as 
being more of a professional 
designation and not neces-
sarily a licensing thing?”

Looking beyond CAIB, the 
federal election is scheduled 
for October 19. IBAC’s “goal 
is to have brokers do their 
best to develop relationships 
with the different candidates, 
get the candidates to know 
who we are, what brokers are 
all about and that we are part 
of the communities,” he says.

This year, as always, a key 
federal issue for brokers is 
the Bank Act, scheduled for 
a five-year review in 2017. 
IBAC’s view is that credit-
granting institutions should 
not be selling insurance at 
the point of credit. 

Canadian banks may own 
subsidiaries that write prop-
erty and casualty insurance, 
but they are not allowed to 
sell any type of insurance — 
other than eight “authorized” 
coverages, such as credit  
or charge card-related,  
mortgage and travel — 
through their branches. 

The Bank Act also prohibits 

banks from providing access, 
from their own webpages, to 
others through which non-
authorized insurance (such 
as home and auto) is sold. 

IBAC contends these restric-
tions should remain in place. 

“Typically the Bank Act is 
always one of the main  
concerns that we have,” 
Perry says. “Going forward, 
there are going to be other  
issues,” such as overland 
flood coverage, he adds.

Overland flood and water 
damage are issues being 
studied by an IBAC task 
force, which Perry chaired. 

The goal is to have a  
“principles document,” not yet  
finalized, ready for approval 
by IBAC’s board at the  
association’s annual general 
meeting in September. 

“We are proposing some 
principles that we are looking 
at, going forward, as to what 
we think the industry and 

government should be doing 
when it comes to the concerns 
with flood and flood insurance,”  
Perry says. “Once we finalize 
that, then the intent would be 
to bring that message to our 
politicians as well, because 
there is certainly a role that 
government is going to have 
with this whole issue.”

The task force was  
established before Aviva 
Canada and Co-operators 
General Insurance Company 
announced — this past 
February and May, respec-
tively — overland flood 
coverage on some residential 
policies in Canada. 

“I am encouraged that some 
of the insurers are responding  
to the need” for overland 
flood coverage, says Perry. “I 
think that when you have any 
conflict in your mind about 
whether this is a good thing 
or a bad thing, when I look at 
it from a consumer perspective 
— what’s best for them —  
it always makes things a lot 
easier for me.”

Noting that water damage 
is becoming more expensive 
for consumers, “we need 
to find some solutions and 
that’s, in effect, why we 
decided to put the task 
force together — to look at 
what we can do to help be 
advocates for the consumers 
on this issue,” Perry says. 

While insurance companies 
“have to look at bottom lines 
and the exposure they may 
have,” he points out,  
brokers can look at overland 
flood coverage “from the 

Consumer Advocate

“When you have 
any conflict in your 
mind about whether 
this is a good thing 
or a bad thing,  
when I look at it 
from a consumer 
perspective — 
what’s best for  
them — it always 
makes things a lot 
easier for me.”
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perspective of what’s going  
to help the consumer.”

GETTING PERSONAL
Personal lines “has always 
been the biggest part” of 
what Perry does in insurance. 
By day, he works out of Port 
Moody, about 25 kilometres 
east of downtown Vancouver, 
for InsureBC, a group of 
brokerages formerly known  
as The Intercity Group. He  
is manager or partner  
of five InsureBC offices,  
including Port Moody 
Insurance, in seven locations.

Born and raised in 
Vancouver, Perry began his 
career in 1976 as a broker 
in Quesnel. He later worked 
in Prince George and moved 
back to Vancouver in 1989.

In 1988-1989, Perry 
took on duties as a director 
with the Insurance Brokers 
Association of B.C. (IBABC), 

returning to the same role 
in 2005-2007. He has 
also served in, among other 
positions, IBABC treasurer, 
vice president, president and 
chairman of the board.

While IBABC president in 
2008-2009, Perry was also 
an IBAC director, serving as 
the association’s political 
representative for British 
Columbia from 2010 to 
2012, when he joined the 
executive committee as  
vice president — a role he 
held for two years. 

“Probably the biggest 
draw was for me to be able 
to learn more about our 
industry,” Perry says of his 
motivation to volunteer for 
industry associations. 

“When you’re in the office, 
you have a little bit of tunnel 
vision. You kind of know 
what’s going on in your little 
part of the world,” he says.

Beyond IBAC and IBABC, 
he has volunteered for com-
mittees with the Insurance 
Corporation of B.C. (ICBC), 
the provincial Crown corpora-
tion from which all vehicle 
owners in British Columbia 
must buy basic Autoplan  
coverage. “I have had a real 
opportunity to learn a lot more  
about how they operate,” he 
says of ICBC. “They have 
worked with us as brokers 
extremely well, especially 
over the last 15 years.”

Perry suggests that in 
the past, some have ques-
tioned whether or not ICBC 
should have a monopoly on 
basic auto coverage, which 
for private passenger and 
some commercial owners 
is $200,000 in liability, 
$150,000 in medical and 
rehabilitation benefits and 
$1 million in underinsured 
motorist coverage. Private 

insurers may compete with 
ICBC in writing collision, 
excess liability and other 
optional auto coverage.

“There are times when, 
say, rates go up or something 
— you are going to hear the 
consumer issue about whether 
or not we should have a  
monopoly” in basic auto 
coverage in British Columbia, 
Perry notes. But there is 
“certainly not a groundswell 
of trying to change” the auto 
insurance system.

Perry suggests ICBC has 
worked well for consumers, 
partly because of the involve-
ment of brokers. “You are 
insured through the system,” 
he explains. “I think the 
system continues to improve. 
We do work together with 
ICBC and we try to represent 
the customer,”he adds.

British Columbia brokers also 
try to represent consumers  
in placing quake coverage, 
says Perry, recalling a recent 
client meeting. “They were 
starting a business and one 
of the concerns they had was 
earthquake insurance, which 
is a little unusual,” he says. 
“Usually, we are the ones who 
have to bring up the topic.”

When he is not learning 
about what customers want 
— or volunteering — Perry 
likes to set aside some time 
for his favourite sport. “I still 
play old-timer’s hockey,” he 
says. “I don’t make it out as 
much as I like to, but playing 
hockey is a big part of my 
free time.” That is, at least 
what there is of it.  
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Anything  
   but  

   Simple
The simple autonomous 
vehicle may be just around 
the corner. But insurers 
need to be prepared — 
including by identifying 
new risks associated with 
changes in driver behaviour 
— to be able to successfully 
negotiate the inevitable 
speed bumps on the  
road to autonomy.
At a macro level, improved car safety technology 
over recent decades has resulted in a reduction in 
accidents and claims costs. The path to autono-
mous driving, where the car drives itself, looks 
set to continue this trend. However, that decline 
in accidents and claims costs will see some sig-
nificant bumps along the way. 

For the purposes here, simple autonomous ve-
hicles are defined as any vehicle that requires a 
driver for part, but not all, of its operation. This 

definition includes vehicles that cannot drive 
themselves in all scenarios, but can take on some 
driving tasks.

Technologies now exist that allow cars to per-
ceive the road and objects around them and react 
on behalf of the driver. Typically, most of these 
technologies only intervene if it is clear that the 
driver will not, but intervene they can. 

TEST DRIVING NEW TECHNOLOGY
A new set of technologies that actively aid the 
driver are being developed now, and some are 
seeing early signs of adoption. These technolo-
gies come under the broad heading, advanced 
driver assist systems (ADAS). Many of these sys-
tems listen to information from the infrastruc-
ture — from the road and other road users — in 
order to influence the behaviour of the vehicle. 

The technologies fall into two broad areas: road 
or external monitoring; and driver monitoring.

The former is principally concerned with 
identifying obstacles or markers outside the car. 
These systems could alert the driver or alter the 
behaviour of the vehicle (for instance, cause it to 
brake or adjust speed).

Craig Beattie  
Senior Analyst, 
Insurance Practice, 
Celent 
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It is only natural for drivers of vehi-
cles with these advanced safety features 
to grow accustomed to their presence. 
The question then becomes, “As these 
technologies become ubiquitous, will 
the driver intervene when necessary?”

2 Safety feature repair costs
“How much? It was only a little bump.”

The sensor array required to enable 
ACC and FCW costs around US$2,000 
and is frequently housed in the bumper 
or front grill. Some studies suggest that 
these technologies increase the num-
ber of same-direction collisions (fender 
benders), since the automatically stop-
ping car does so abruptly. 

Having sensor arrays in the front grill 
or the front bumper puts them directly 
in harm’s way from these common, 
typically low-cost events. Insurers must 
consider these shifts in cost in their at-
titudes towards these features and their 
communication with customers.

3 Driver ability to assess risk
“I didn’t think I could crash.”

In short, the driver is the great un-
known in simple autonomous vehicles. 
As the car keeps itself in lane and pre-
vents forward collisions, will the driver 
remain attentive, or will it become com-

Driver monitoring technologies
Driver monitoring technologies are rela-
tively new and generally try to identify 
fatigue or some other incapacity to drive. 
Some systems seem to identify the 
driver and limit his or her behaviour 
(for example, setting a limit on the car’s 
speed if the driver is young or less ex-
perienced).

Adaptive cruise control 
Adaptive cruise control (ACC) systems 
build on cruise control systems that al-
low a driver to set a target speed. Adap-
tive systems will automatically vary the 
speed of the vehicle to ensure that a 
minimum safe distance is kept with the 
vehicle in front. 

Autonomous emergency braking (AEB) 
and forward collision warning (FCW) 
systems are part of ACC systems and are 
being installed as stand-alone systems 
in some cars. In this case, the system will 
respond to the threat of an imminent 
frontal collision. 

Some AEB systems will stop the car 
prior to a collision and claim to be able 
to prevent pedestrian impacts (if travel-
ling at a slow enough speed).

Side object detection
Side object detection system (SODS) or 
perhaps more commonly, blind spot 
monitor (BSM) systems, use radar, lidar 
(light detection and ranging), and other 
sensing technologies to detect objects 
in known blind spots for the vehicle. 

As with collision-warning systems, 
both the National Highway Traffic Safety 
Administration and EuroNCAP are high-
lighting vehicles with lane-departure 
warning capabilities in their safety as-
sessments. 

SIX REASONS TO WATCH FOR 
SIMPLE AUTONOMOUS VEHICLES 
1 Technology failure
“The car didn’t stop itself!”

All technology fails eventually. That 
being the case, what happens when 
people are still responsible for driving 
the car, but most of the braking, starting 
and maintaining a safe distance is done 
automatically by the vehicle? 

mon to see drivers reading a book while 
travelling down the highway? 

When drivers are engaged with the 
task of driving, what assumptions will 
they make about safety technology as 
a safety net, and what risks will they 
be willing to take? How will low-risk 
driving affect driving capability, and 
how should insurers respond?

4 Deliberately distracted drivers
“I was checking Facebook when an 
advert popped up.”

There are a few trends that are con-
tributing to this issue: the app-enabled 
and connected car; local business models 
and mobile advertising; and lower per-
ceived risk in simple autonomous cars.

At the 2011 Consumer Electronics 
Show event, Chevrolet, Ford and BMW 
all had app-syncing features in their 
new cars using MyLink, AppLink and 
ConnectedDrive. 

5 Driver alerts or driver distractions
“Well, first my seat started vibrating, 
then there was this alarm...”

There are a variety of alerts that a ve-
hicle can offer to its driver — vibrating 
seats, vibrating steering, heavier steer-
ing, audible alerts of different types, 
visual alerts and even the vehicle taking 
over driving. As these technologies see 
broader research and wider adoption, 
there may be some standardization in 
approach, but in the meantime, drivers 
potentially face a torrent of idiosyncratic 
alerts telling them how to drive. 

6 Reduced perceived value of insurance
“Why do I need insurance again?”

The requirement for car, auto or mo-
tor insurance is enshrined in law in most 
Western countries. As cars move from be-
coming safer to almost uncrashable, driv-
ers will question the need for insurance. 

The principle outcome of this tech-
nology will be that the insurance indus-
try could lose that contact point with 
the driver, which may well affect sales 
of other personal lines products. The ef-
fect may be less marked in the commer-
cial insurance market, but that market 
would still be changed. 
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there are new risks that insurers must 
monitor and factor into their strategy, 
namely accepting that safer cars better 
hide some subtleties, as well as con-
sidering the displacement of costs in 
terms of alternative accidents and in-
creases in repairs. 

For now, however, insurers are ad-

MOVING FORWARD
Advanced safety technology and self-
driving cars are set to change the au-
tomotive industry forever. There is no 
doubt that these technologies will result 
in a reduction of road injuries and road 
deaths, but this level of cultural change 
in Western countries is not without risk 
— risks that car owners and drivers may 
not recognize. 

The number of accidents, their sever-
ity and the costs incurred will be de-
termined not only by the car and the 
driver, but also by a new force — the 
software involved in driving the car. 
Where possible and where allowed, 
insurers must take this into account in 
both their underwriting processes and 
claims handling. 

Modern vehicle safety technology is 
increasingly interfering with driving. 
The human driver and vehicle control 
software will be driving cars in the near 
future. 

The overall effect will be positive, but 

vised to look for displacement of acci-
dents and correlations with these new 
technologies, and build knowledge and 
engage with drivers regarding which 
technologies work, which have unfore-
seen impacts, and how these might be 
mitigated. 

In addition, as the insurance industry 
moves to wider adoption, look for sys-
temic effects such as the following:
•	 distracted	 driving	 could	 become	 the	

norm;
•	 as	 manual	 driving	 becomes	 the	 mi-

nority case, there will be new behav-
iours on the roads and new risks; and 

•	 how	should	insurers	advise	customers	
— both those in new cars and those in 
old ones — to mitigate their impact? 
To execute this analysis well, insurers 

may soon need to understand both the 
hardware and software status of these 
new safety features in the vehicle. 

Finally, for some insurers... pick the 
right time to exit the auto insurance in-
dustry altogether.    

There is no doubt that  
these technologies  
will result in a reduction  
of road injuries and  
road deaths, but  
this level of cultural  
change in Western 
countries is not without  
risk — risks that car 
owners and drivers may  
not recognize.
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Food for Thought

Today’s increasingly complex, globalized supply 
chain, combined with tighter consumer and 
government safety regulations, has produced an 
environment where product liability costs are 
higher than ever. This is particularly true in the 
food industry, where contamination claims from 
outbreaks such as salmonella, E. coli and Listeria 
can create havoc from farm to supermarket.

Although companies use advanced quality-
control efforts to limit the possibility of food 
contamination, incidents still occur and recalls 
become necessary. Insurance is a critical risk 
management tool that all companies in the food 
industry should employ to protect against the 
risk of food contamination claims. Businesses 
that are best prepared for these untimely events 
can limit the damage to both their brands and 
bottom lines.

FOOD RECALLS: COMMON AND COSTLY
Food recalls are not rare events. Figures from the 
U.S. Food and Drug Administration and the Con-
sumer Production Safety Commission, both in 
the United States, and the Europe-based Rapid 
Alert System for Food and Feed (EU RASFF) show 
that in 2015, there were some 3,500 incidents in 
North America as a result of food contamination 
and 3,157 in the European Union (EU). 

A Swiss Re study released in July, Food safety in 
a globalised world: Keeping our food safe in the 21st cen-
tury, cites 2011 cost recall data from the Grocery 
Manufacturers Association that indicates more 
than half of all U.S. food recalls resulted in costs 
greater than US$10 million.

Liability costs involving food contamination 
are growing rapidly. For example, the Canadian 
Press reported in July that Canada’s largest meat 
recall in history — involving 1.8 million kilograms 
of beef alleged to be contaminated with E. coli — 
ended with a class-action lawsuit settlement of 
$4 million.

The impact on companies of food contamina-
tion cases can range from moderate to debilitating. 
When customers suffer illness or even death, a 
predictable loss in consumer confidence occurs. 
Consumers often stop buying the product, pro-
ducing a significant dent in sales. 

The inevitable fallout also includes considerable 
defence and liability costs incurred in large-scale 
litigation, such as consumer class actions, losses 
resulting from product recalls and business inter-
ruption, damage to reputation and, in some cases, 
bankruptcy. Ultimately, for smaller companies 
with fewer or weaker brands, a far-reaching, severe 
case of food contamination can prove too much 
to overcome, causing the business to shut down.

Christof 
Bentele  
Head of 
Global Crisis 
Management, 
Allianz Global 
Corporate & 
Specialty

Food contamination incidents are not uncommon and related 
liability costs are on the rise. These costs can be hefty — at best, 
damaging to the company brand; at worst, fatal to the business. 
It is essential that companies be prepared and ready to respond 
should a contamination event occur.
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As much as social 
media can be a conduit 
for misinformation and 
adverse publicity, though, 
it can also be a vehicle 
for companies to provide 
an honest, personal and 
informative response that can 
help begin the rebuilding  
of a damaged brand.

a reactive fashion to messages already in 
the public domain.

As much as social media can be a 
conduit for misinformation and adverse 
publicity, though, it can also be a ve-
hicle for companies to provide an hon-
est, personal and informative response 
that can help begin the rebuilding of a 
damaged brand.

PREPARATION IS CRITICAL
While companies can never predict when 
food contamination cases will occur, it 
is important to be as prepared as pos-
sible to deal with a recall crisis should 
it happen. Time is of the essence during 

a crisis and the response has to be swift, 
automatic and thorough. This can only 
be done if potential issues are repeatedly 
tested and simulated as part of a com-
prehensive crisis management plan.

Access to global crisis  
management resources
Part of a sound crisis management plan 
involves having access to global con-
sultants who can address the situation 
promptly and thoroughly to limit poten-
tial damages. Global crisis management 
assistance companies can provide a 
round-the-clock global presence to man-
age product recalls and resolve emergency 
incidents. Their support also includes 
product testing in laboratories around 
the world, as well as advice and support 
on legal, regulatory and communica-
tions matters.

EVOLVING RISK
In today’s economy, with ingredients 
and technologies being sourced around 
the world, the food manufacturing pro-
cess is complex, and there are numerous 
opportunities for something to go wrong. 
Risk is especially high for items coming 
from Asia, particularly China. 

About 13% of recalls in the European 
Union in 2014 originated in China, 
notes a report issued by EU RASFF in 
2014. This trend is unlikely to change 
in the foreseeable future.

The good news is that testing meth-
odologies have improved and many 
more contaminants can be tested than 
10 years ago. Clients are also more 
aware of how their products are used in 
other products. Yet, despite greater at-
tention to quality management, human 
error still remains part of the process.

Ever-increasing government and con-
sumer safety regulations also contribute 
to increased risk of recalls. These regula-
tions vary around the world. In Canada, 
for example, Section 19 of the Canadian 
Food Inspection Agency Act grants the federal 
Minister of Agriculture and Agri-Food 
broad powers to recall food products — 
much broader than those in the U.S. and 
EU. This creates a high level of uncer-
tainty for companies whose products 
have irregularities.

CHANGING RESPONSE 
Prior to today’s more stringent reporting 
requirements, food companies executed 
“silent recalls,” in which they would 
replace bad product with good with-
out informing the public. Since 2002, 
however, when the EU began requiring 
product defects be reported publicly, 
the game has changed for everyone. As 
a result, companies must now commu-
nicate promptly and openly when food 
contamination occurs.

Social media can also be a source of 
food contamination reports. A signifi-
cant threat to companies is consumers 
reporting an incident on their own, 
particularly via public channels such as 
Twitter and Facebook. These reports may 
be inaccurate and, regardless of factual 
basis, require a company to respond in 

The larger the distribution network, the 
more extensive the product recall effort 
will be — and the harder the incident 
is to overcome. Assistance companies 
help by establishing incident manage-
ment teams at the local level where the 
incidents occur and by interacting with 
local authorities and consumer groups 
seeking answers.

In addition to having feet on the 
ground, crisis management consultants 
operate at the headquarters level to 
oversee global incidents. Efforts at the 
local level should be co-ordinated with 
responses from management to present 
a united front with consistent messaging.

Scrutinize the details
Companies with significant liability ex-
posure for food-borne illness risks are 
often surprised to learn after such events 
that they were not adequately insured.

Consequently, selection of carrier and 
coverage is vital. Quality, more than pre-
mium, should be the highest priority. 

Moreover, compliant local cover-
age should be procured so that when 
a contamination event unfolds and the 
local governments become involved, 
the wording in the insurance policy is 
spelled out in the same language as the 
location of the incident.

How claims are to be paid is also key. 
For example, if an incident occurs in 
Mexico, you likely want the claim to be 
paid in that country.  However, transfer-
ring claim payments into the country 
where the incident occurred can be a 
significant problem. A compliant inter-
national insurance product will help 
ease these concerns. 

Risk managers should ensure the in-
surance product is of high quality and 
backed by sufficient security. Many small 
carriers provide product liability insur-
ance, but they often have small port-
folios and may not be able to cover all 
losses in the event of large claims.

Finally, do not forgo coverage with-
out carefully considering the risks and 
benefits of doing so. If the company is 
involved in a tainted food incident, the 
premium, in hindsight, may seem like 
a small price to pay.    
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Renewed 
Faith

Are Canadian courts holding 
the line on bad faith 
damages? Two recent appeal 
court rulings — one in 
Saskatchewan; the other in 
British Columbia — suggest 
that Canadian courts will 
continue to uphold a more 
conservative approach 
towards bad faith claims, 
and represent an approach 
to damages that seeks some 
degree of proportionality 
in relation to the level of 
insurer blameworthiness.
Bad faith litigation and large awards of punitive 
damages have been features of the legal scene in 
the United States for many years. There has been 
much debate about whether or not Canadian 

courts would follow suit by broadening the 
exposure of insurers to bad faith claims. 

In particular, the 2001 Supreme Court of 
Canada decision in Whiten v. Pilot Insurance Co. to 
reinstate a jury award of $1 million for bad faith 
damages seemed a harbinger of change. How-
ever, two recent cases by the Courts of Appeal in 
Saskatchewan and British Columbia suggest that 
Canadian courts will continue to uphold a more 
conservative approach towards bad faith claims.

It is a well-accepted principle that insurance 
contracts are contracts of “utmost good faith,” as 
noted in the Alberta Court of Queen’s Bench deci-
sion, Adams v. Confederation Life Insurance Co., in 1994. 
The principle applies to both the insured and in-
surer, and requires the parties to act with honesty 
and fairness in their dealings with one another.

Bad faith claims can arise from the obligations 
owed to the insured in first-party claims where 
a benefit or indemnity is paid upon the happen-
ing of an insured event. Further, third-party bad 
faith claims arise from claims made under a li-
ability policy where the interests of insured and 
insurer diverge.

A failure to act in good faith towards an in-
sured may lead to an award of punitive dam-
ages. Typically, these damages were the exception 
rather than the rule, and were imposed only if 
the wrongful conduct was high-handed, mali-
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Typically, punitive damages were the exception rather than the rule, and 
were imposed only if the wrongful conduct was high-handed, malicious, 
arbitrary or highly reprehensible. A simple mistake on the part of the 
insurer would not normally constitute bad faith.

tion process did not equate to egregious 
conduct warranting an award of puni-
tive damages. While the court awarded 
a small amount for mental distress, no 
damages were awarded for bad faith.

At the Court of Appeal, C.P. submitted 
the test for punitive damages as a result 
of bad faith conduct should be objective 
and based on the following:
(a) the absence of a reasonable basis 

for denying benefits; and 
(b) the defendant’s knowledge or reck-

less disregard of the lack of a rea-
sonable basis for denying the claim. 

The Court of Appeal confirmed that 
the correct test for punitive damages re-
mains that set out in the Supreme Court 
of Canada decision, Fidler v. Sun Life As-
surance Co. of Canada, released in 2006. In 
particular, in order to attract an award 
of punitive damages, “the impugned 

cious, arbitrary or highly reprehensible. 
A simple mistake on the part of the 
insurer would not normally constitute 
bad faith.

C.P. V. RBC LIFE  
INSURANCE COMPANY
British Columbia’s Court of Appeal, in 
C.P. v. RBC Life Insurance Company, recently 
addressed a claim for bad faith damages 
in the case of first-party benefits under 
a disability policy. C.P. received benefits 
from her insurer over a number of years, 
but there was a period of time, roughly 
nine months, during which her benefits 
were discontinued. They were eventu-
ally reinstated and C.P. commenced an 
action alleging breach of good faith and 
resultant mental stress. She sought pu-
nitive damages of between $1.3 million 
and $1.6 million. 

RBC had one person handling C.P.’s 
benefits from the onset of the disabil-
ity claim in 2006 until 2009. However, 
commencing in 2009, there were a num-
ber of personnel changes. In the ensuing 
confusion, RBC violated some of its own 
internal policies, resulting in a disrup-
tion in benefits. At trial, RBC admitted 
that the claim had been mishandled. By 
that time, RBC had corrected its error 
and reinstated the claim.  

The trial court considered whether the 
insurer had merely been “sloppy” in its 
claims-handling process, or whether its 
conduct amounted to “deflection and 
delay aligned with RBC’s financial inter-
est.” In short, if the insurer derived a 
financial benefit, could this be consid-
ered bad faith?

Ultimately, the trial court rejected 
the claim of bad faith on the basis that 
“sloppiness” in the claims administra-

conduct must depart markedly from 
ordinary standards of decency — the 
exceptional case that can be described 
as malicious, oppressive or high-handed 
and that offends the court’s sense of 
decency.” 

The Court of Appeal upheld the trial 
judge’s conclusions that there was no 
improper purpose on the part of RBC 
and, thus, the mere sloppy handling did 
not reach the “malicious, oppressive or 
high-handed” threshold and did not 
depart from the ordinary standards of 
decency. 

ZURICH LIFE INSURANCE 
COMPANY LIMITED V. BRANCO
The Court of Appeal for Saskatchewan 
recently had a similar opportunity to 
review the test for punitive damages in 
Zurich Life Insurance Company Limited v. Branco. 
The 2015 case also involved a claim for 
disability benefits from two separate pro-
viders, Zurich and AIG (American Inter-
national Group).

At trial, the judge found that both 
Zurich and AIG had acted in bad faith 
and awarded $4.5 million in punitive 
damages, an amount that Saskatchewan’s 
Court of Appeal described as “unprec-
edented” in Canadian law.

The plaintiff worked for a Canadian 
mining company in Kyrgyzstan when 
he injured his foot. While the injury at 
first appeared to be minor, the plaintiff, 
ultimately, required surgery and never 
returned to work. Over a number of 
years, benefits were variously provided 
and suspended because of disputes over 
medical documentation, medical exam-
inations and attendance for vocational 
retraining.

AIG originally attempted to settle the 
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of Appeal conducted a review of the 
case law, noting the high-water mark 
for damages in Whiten. The other cases 
cited awarded punitive damages within 
a range of $55,000 to $450,000. 

The court explained that the level of 
blameworthiness is influenced by many 
factors and “the more reprehensible the 
conduct, the higher the award.” 

It set out the following relevant con-
siderations:
•	 the	blameworthiness	of	the	defendant’s	

conduct;
•	 the	 degree	 of	 vulnerability	 of	 the	

plaintiff;
•	 the	harm	directed	at	the	plaintiff;
•	 the	need	for	deterrence;
•	 the	amount	of	other	penalties;	and
•	 the	 advantage	 wrongfully	 gained	 by	

the defendant.

The Court of Appeal for Saskatchewan 
found that AIG improperly denied the 
plaintiff’s claim and then used its denial 
to attempt to persuade the plaintiff to 
accept an unfairly low settlement at a 
time when he was financially vulnerable. 
The court concluded that this exploita-
tion of the power imbalance was highly 
relevant in assessing the award of puni-
tive damages. 

In assessing the need for deterrence, 
the court stated that, “the insurance in-

plaintiff’s claim for a very small amount. 
Years later, and just prior to trial, AIG 
paid the plaintiff a permanent function-
al impairment award, along with past 
benefit amounts still owing.

With respect to Zurich, the insurer 
confirmed that the plaintiff was enti-
tled to long-term disability benefits for 
a set period of time during which he 
could not perform his “own occupa-
tion.” However, rather than simply pay 
the benefits, Zurich made an offer to 
the plaintiff to settle his claim for the 
amount of benefits, less the insurer’s 
legal fees. In addition, Zurich initially 
denied that the plaintiff was entitled to 
further benefits for being unable to per-
form “any occupation.” 

Ultimately, Zurich paid further benefits, 
but not until years after the plaintiff’s 
claim.

The trial judge awarded punitive 
damages of $3 million against Zurich 
because the insurer had tried to take 
advantage of the plaintiff’s economic 
vulnerability and had not administered 
his claim in good faith. 

As against AIG, the trial judge awarded 
punitive damages of $1.5 million and 
concluded that the insurer had acted 
in bad faith by discontinuing benefits 
because the plaintiff refused to attend 
what was deemed to be an inappropriate 
vocational program, and by attempting 
to force the plaintiff into accepting a low 
settlement offer.  

Saskatchewan’s Court of Appeal found 
that the trial court made a number of 
factual and legal errors in arriving at its 
decision. 

The court specifically acknowledged 
that AIG had attempted to secure the 
plaintiff’s co-operation numerous times 
throughout the claims process. Despite 
that, the court upheld the bad faith 
finding against AIG, but found the scope 
of AIG’s discreditable conduct was nar-
rower than that found by the trial judge. 

The appeal court concluded that AIG 
had failed to pay benefits without prop-
er reason and it attempted to lever the 
plaintiff into accepting an unfairly low 
settlement of his global claim. 

In the course of its reasons, the Court 

dustry as a whole must understand the 
consequences of failing to act in accor-
dance with its obligations to insureds.” 
Thus, the court made its award to act as 
a deterrent to the industry in general, 
not just the company that had commit-
ted the breach.

As for Zurich, the Court of Appeal 
upheld the trial court’s finding that 
Zurich had acted in bad faith by im-
properly trying to take advantage of his 
economic vulnerability to gain leverage 
in negotiating a settlement. 

However, the court reiterated that, 
with respect to Zurich’s failure to pay 
the “any occupation” claim, an insurer’s 
violation of a contractual obligation is 
not, in and of itself, a failure to meet its 
duty of good faith. Insurers are not held 
to a standard of absolute perfection in 
this regard, and Zurich did not act in 
bad faith by failing to accept the claim.

Ultimately, the Court of Appeal up-
held the finding of bad faith against 
both insurers, but reduced the damages 
significantly. Damage awards against AIG 
and Zurich were lowered to $175,000 
and $500,000, respectively, an overall 
reduction of more than $3.8 million. 

With respect to AIG, the court found 
that the sum of $175,000 was propor-
tionate to AIG’s blameworthiness, the 
vulnerability of the plaintiff and the 
need for deterrence. As for Zurich, it 
found the trial judge’s award to be so 
high as to be irrational and out of line 
with precedent.

RETURN TO RATIONAL THINKING
The dramatic reduction of damages by 
the Court of Appeal in Branco signals a 
return to rational thinking in the setting 
of punitive awards and an approach 
to damages that seeks some degree of 
proportionality in relation to the level of 
blameworthiness of the insurer. 

This decision, along with the C.P. v. 
RBC Life Insurance case, also recognizes 
that insurers cannot be held to a stan-
dard of perfection and that an improper 
denial or mere sloppiness in the han-
dling of claims will not be sufficient by 
themselves to ground an action in bad 
faith.    
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Making ORSA Work
An objective review offers 
critical value to an 
organization’s own risk  
self-assessment process.  
Not only does an objective 
review help ensure all 
necessary considerations  
are being taken into 
account, it assesses if the 
selected ORSA approach 
accurately reflects the size, 
complexity and strategy  
of the organization.
On the face of it, the Office of the Superinten-
dent of Financial Institutions’ (OSFI) E-19 Own 
Risk Self-Assessment (ORSA) Guideline, introduced in 
January 2014, may appear to be straightforward. 
The guideline sets out principles that insurers 
do the following: 
•	self-assess	risk;
•	determine	own	capital	needs	and	establish	in-

ternal	targets	as	part	of	their	ORSA;
•	capture	and	articulate	the	internal	capital	target	

and	ORSA	processes	in	an	annual	report;	and
•	not	just	manage	and	mitigate	risk,	but	govern	it.	

As much as this sounds straightforward in 
principle,	 in	 practice	 it	 can	 get	 very	 complex.	
How can an organization’s Board of Directors, 
which is ultimately responsible for the ORSA, be 

reassured	that	the	ORSA	is	representative	of	the	
insurer’s	risks?	And	how	can	senior	management	
be	reassured	that	its	assessment	of	the	risks	and	
associated	capital	requirements	is	appropriate?	

Fortunately,	the	E-19	guideline	builds	in	a	key	
factor	 to	achieving	success	—	the	objective	re-
view.	Consider,	for	example,	what	the	objective	
review	involves.

THE LONG AND THE SHORT
Objective	reviews	examine	ORSA	practices	across	
the	organization	—	everything	from	compliance	
with the E-19 guideline’s stated principles to 
whether or not practices are fit-for-purpose to 
the	 size	 and	 complexities	 of	 a	 given	 organiza-
tion	 and	 its	 business	—	all	within	 the	 context	
of	board-approved	risk	appetite	and	the	organi-
zation’s strategic and operational business plans. 

As	 such,	 the	 reviews	 provide	 independent	
assurance	over	 the	 current	 state	of	 an	 insurer’s	
ORSA practices and assist the board with its 
governance	responsibilities.	These	responsibilities	
include	 completing	 the	 OSFI-required	 review	
and challenging both the appropriateness of the 
insurer’s	ORSA	practices	and	the	level	of	internal	
capital targets determined by the insurer.

Objective	 reviews,	 in	 other	 words,	 validate	
insurers’ current ORSA practices and identify 
those	 aspects	 that	 require	 further	 development,	
enhancement	and	maturation.	As	such,	objective	
reviews	are	critical	to	the	long-term	effectiveness	
and	evolution	of	all	ORSA	activities.

Just as internal controls within an organization 
are to be assessed in terms of their design, imple-
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Just as internal controls 
within an organization are  
to be assessed in terms of  
their design, implementation  
and operating effectiveness, 
an insurer’s ORSA practices 
also are to be reviewed  
on a regular basis. 

that supports the ORSA and the con-
tents	of	the	ORSA	report	to	the	board;

•	effectiveness	 of	 the	 information	 sys-
tems	that	support	the	ORSA;	and

•	consistency	and	linkages	of	the	ORSA	
process	 and	 results	 with	 the	 risk	
management, strategic, business and 
capital-planning processes.
It is important to note that the E-19 

guideline requires organizations to re-
view	 such	 matters	 on	 a	 regular	 basis,	
with	specifically	objective	reviews	being	
conducted more periodically.

In terms of who should conduct the 
objective	review,	it	may	be	done	by	“an	
internal	or	external	auditor,	by	a	skilled	
and	 experienced	 internal	 or	 external	
resource	or	by	a	skilled	and	experienced	
individual,	who	reports	directly	to,	or	is	

a member of, the board.” Regardless of 
who	carries	out	the	review,	it	is	impor-
tant	 for	 its	 integrity	 that	 the	 reviewer	
has	not	been	actively	involved	in	devel-
oping or building the part of the ORSA 
being	reviewed.		

BABY STEPS
A full year after ORSA’s implementation, 
the	objective	review	remains	an	activity	
that	 most	 insurers	 have	 not	 yet	 under-
taken.	A	Deloitte	 survey	of	24	property	
and casualty insurers and 17 life insur-
ers, conducted in late 2014, showed 
that only 28% of the former and 37% 
of	 the	 latter	 had	 had	 objective	 reviews	
completed that first year. Of the remain-
ing respondents, 15% of p&c insurers 
and 5% of life insurers indicated that re-
views	would	be	conducted	in	the	fourth	
quarter of 2014. It is also true that 38% 

mentation	 and	 operating	 effectiveness,	
an insurer’s ORSA practices also are to 
be	reviewed	on	a	regular	basis.	The	E-19	
guideline	is	very	clear	on	this.

The	 scope	 of	 the	 reviews	 will	 vary,	
however,	 depending	on	 a	 range	of	 fac-
tors, such as how confident the organiza-
tion is in its current practices, the actual 
areas of interest and/or concern being 
reviewed,	 whether	 the	 board	 requires	
assurances independent of management, 
and how well the organization under-
stands	 ORSA’s	 complexities,	 including	
internal capital target determinations, 
capital	modelling	and	operational	risk.	

Ultimately,	the	lower	the	level	of	ORSA	
technical understanding, the greater the 
necessary	scope	of	the	objective	review.

But it is not solely the board that will 
benefit.	Objective	 reviews	 also	provide	
various	other	stakeholders	with	a	range	
of assurances. These include that the 
insurer is, in fact, applying the ORSA 
principles contained within the E-19 
guideline and that an insurer’s ORSA 
practices are not only appropriate for the 
size	and	complexity	of	the	business,	but	
are	also	forward-looking,	dynamic	and	
linked	to	strategy.	

Further,	such	reviews	are	designed	to	
ensure that ORSA practices, roles and re-
sponsibilities across the organization can 
be	evidenced	by	the	objective	reviewer,	
and that opportunities to enhance or 
evolve	 those	practices	 are	 identified	—	
complete with plans and timeframes.

The	E-19	guideline	is	also	very	clear,	
if	 not	 necessarily	 exhaustive,	 on	 the	
relevant	areas	 that	 should	be	reviewed.	
Highlights include the following:
•	processes	 for	 identification	 of	 risks,	

large	 exposures,	 risk	 concentrations,	
dependencies	and	interactions;

•	appropriateness	of	the	methodologies,	
distributions and measures, and ac-
curacy and completeness of financial 
and	quantitative	data	inputs;

•	reasonableness	 and	 validity	 of	 the	
ORSA results, including embedded as-
sumptions and inputs from stress tests, 
scenarios, models and other method-
ologies and tools used in the assess-
ment	process;	

•	appropriateness	of	the	documentation	

of p&c insurers and 50% of life insur-
ers	 taking	part	 in	 the	survey	had	either	
not	 yet	 determined	 when	 an	 objective	
review	of	their	ORSA	practices	would	be	
conducted or had not yet planned to do so.

None	of	this	should	be	surprising;	it	
had	only	been	a	year.	But	given	this	fact	
and that much of the industry has not 
yet attained maturity of ORSA practice, 
it	is	likely	safe	to	predict	that	enhance-
ment and refinement plans to progress 
insurers’ ORSA practices will continue 
to be a priority going forward.

Because completing their first year or 
two under ORSA is only the beginning 
of	Canadian	insurers’	journeys,	irrespec-
tive	of	whether	they	have	planned	for	an	
objective	review,	insurers’	2015	outlook	
and	plans	 should	 include	validation	ac-
tivities	 to	 assess	 the	 reasonableness	 of	
risk	 assessments	 conducted	 as	 part	 of	
their	2014	ORSA	cycle.	These	activities,	
moreover,	 should	 include	 back-testing	
exercises	 to	 assess	 the	 reasonability	 of	
modelled	scenarios/events	and	to	ensure	
the internal capital targets included in 
the ORSA report reconcile to the capital 
levels	included	in	the	Key	Metrics	Report.

Beyond 2015, the industry should be 
reflecting on, and challenging the quality 
of, not only their ORSA practices and 
reports,	 but	 also	 the	 extent	 to	 which	
ORSA is embedded in business-as-usual 
operations.	This,	after	all,	is	about	taking	
something	that	is	very	risk-	and	actuarial-
driven	and	incorporating	it	into	decision-
making	across	the	organization.

IN A NUTSHELL
Objective	reviews	seek	to	ensure	that	the	
ORSA processes, per the E-19 guideline, 
have	 “integrity,	 accuracy	 and	 reason-
ableness.”	In	those	terms,	boards	are	ex-
pected	to	“satisfy”	themselves	that	their	
systems of internal controls are adequate 
for	“well-ordered	and	prudent	conduct	
of business.”

The	 ultimate	 value	 of	 the	 objective	
review,	then,	is	that	it	removes	much	of	
the	guesswork	and	uncertainty	from	the	
equation for all concerned. After all, it re-
mains insufficient simply to trust that ac-
tivities	occur	within	an	organization;	they	
need	to	be	verified	and	demonstrated.	    
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Hurricane Katrina, the single event that has come to represent 
incredible loss inflicted by two challenging hurricane seasons,  

has twisted and turned its way into a somewhat surprising legacy.  
From risk management to preparedness and catastrophe 

modelling, the eye of the storm has been refocused  
on a number of lasting positives.

ANGELA STELMAKOWICH 

Eye of the Storm
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Can good truly come from bad? 
Consider the good that came from an event as horrific as Hurricane Katrina,  

destruction so severe and draining — physically, financially and emotionally — 
that now, as then, it has come to represent more than a single event. 

But Katrina, racking up insured losses of in the range of US$45 billion, is no 
orphan; it has a handful of sisters and brothers over the course of the 2004 and 
2005 Atlantic Hurricane seasons who, both individually and together, wreaked 
devastation and helped to set in motion or cement a number of important changes. 

Alone, Katrina, Rita, Wilma, Charley and Frances each ranks among the 10 
most costly hurricanes in the history of the United States; together, they form a 
lesson that disturbingly, graphically and publicly came to light.

How does one describe the legacy of devastation? Fortunately, that may be 
where the good comes in.

The United States and its Atlantic hurricane seasons may continue to be a 
main measuring consideration for insured catastrophe losses, but something has 
shifted. And that shift seems to reflects the global nature of the insurance and 
reinsurance industries, which have grown more open to applying lessons learned 
to other geographies, other perils and other situations.

Indeed, the story of Katrina (not yet ended) may be an optimistic tale of 
recognition of weakness, willingness to take action, advances in catastrophe 
modelling, improved efforts around collaboration and the ever-present talk of 
resiliency that now moves beyond specific cities, regions and countries.

But the most lasting and significant lesson to wash ashore as the damage has 
receded, the biggest benefit of things gone so bad, is an understanding that good 
enough, covered enough or safe enough should not be part of the vocabulary of 
losses, insured or otherwise. There is no place for complacency; only the need to 
adjust and adapt.
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risk. It’s one thing to think about it in 
mathematical terms versus it’s a very 
different thing when you start see-
ing it in front of your eyes,” Jayanta 
Guin, executive vice president of AIR 
Worldwide, comments.

Rohan Dixon, executive vice president 
and chief broking officer at Aon Risk 
Solutions in Toronto, notes that Katrina, 
without a doubt, had a material impact 
on the insurance industry. 

There was impact “around Cat mod-
elling, on specific risks rather than on a 
portfolio basis, on the preparedness of 
clients and understanding where their 
risks are, on underwriters understanding 
of the policy wordings,” Dixon says.

Katrina’s key influences on the insur-
ance industry “were a greater focus on 
monitoring and controlling exposure 
accumulations in surge-prone areas, the 
importance of building codes and build-
ing code enforcement to reduce damage, 
the inclusion of different views of hur-
ricane risk with catastrophe models, and 

THE AFTERMATH
“In the broadest terms, Katrina taught 
the industry to be prepared for the worst,” 
suggests David Huebel, chief executive 
officer, XL Catlin - Toronto. When the 
winds died down, it was anticipated 
wind damage would not be as severe as 
expected, Huebel says. “No one antici-
pated the levees breaking and the flood-
ing that ensured,” he adds.

“Arguably, Katrina was the first ‘super-
cat’ event of the 21st century, meaning 
that Katrina’s winds and storm surge 
also triggered a second, man-made 
disaster that dramatically increased in-
sured losses from the event, in this case 
the overtopped and breached levees that 
caused the New Orleans flood,” says Mark 
Bove, senior research meteorologist at 
Munich Reinsurance America.

“I think about it in my mind and I re-
play what I saw on TV, and you see things 
like people standing on their roofs try-
ing to get rescued. You see families with 
doors floating their children and their 
belongings that they had left to rescue. 
And you recognize resilient cities are so 
important, as well as being able to respond 
to those types of events,” says Monica 
Ningen, Swiss Re’s head of property 
underwriting for the U.S. and Canada.

Following Katrina were several more 
significant hurricanes in the North 
Atlantic, including Rita and Wilma, says 
James McCarney, senior vice president of 
Willis Re Canada. “In total, the insured 
damage from these three hurricanes was 
US$65 billion, including damage in the 
Caribbean,” McCarney reports.

“Katrina forced insurance companies 
to look at the ways they respond to 
large-scale disasters and make improve-
ments,” notes Patrick Lundy, president 
and chief executive officer of Zurich 
Canada. Citing his company specifically, 
he notes the global resource model used 
in Katrina “is now well-established and 
has been used in other natural disasters 
since then, such as the 2010 earthquake 
in Chile and flooding in the United 
Kingdom in 2013-2014,” Lundy says.

“Seeing the level of destruction that 
happened in Katrina certainly changed 
many perspectives, our perception of 

highlighting the large loss potentials of 
supply chain risk and contingent busi-
ness interruption,” adds Bove.

“The debate within the industry of the 
proper treatment of storm surge within 
policy coverage and perils began with 
Hurricane Katrina,” comments Michael 
J. Hudson, a managing director for Marsh 
in Los Angeles.

Rising sea levels are driving up expect-
ed economic and insurance losses from 
hurricane-driven storm surge in coastal 
cities across the U.S., states an analysis 
released in August by catastrophe risk 
management firm RMS. “Hurricane 
Katrina was the first time in decades that 
more than 50% of losses from a hurri-
cane resulted from storm surge,” Robert 
Muir-Wood, RMS’s chief research of-
ficer, says in a statement. “Katrina can 
be seen as a milestone in the long-term 
shift from ‘wind’ to ‘water’ as the main 
driver of hurricane loss,” Muir-Wood says.

Wind continues to be an issue, of 
course, but one that has seen advance-
ments since Katrina. Research by the 
Insurance Institute for Business & Home 
Safety (IBHS), Katrina 10 Years Later: Improving 
the Resilience of Roofing in the Gulf States, 
“shows that stronger building codes and 
standards, along with more stringent 
requirements for inspections, building 
permits and contractor licensing, all have 
contributed to safer, stronger roofs.”

Margareta Wahlström, head of the 
United Nations’ Office for Disaster Risk 
Reduction, notes in a statement marking 
Katrina’s 10th anniversary that the true 
legacy of the U.S.’s costliest hurricane 
disaster was to raise the bar for disaster 
risk management worldwide. “Hurricane 
Katrina exposed weaknesses in disaster 
risk management which are common 
to many hazard-prone locations around 
the world,” Wahlström argues. 

There also has been was plenty of fo-
cus around the unified management of 
event response, Ningen says. “And I say 
unified management because that really 
translates to whatever sort of structure 
you’re dealing with in a specific coun-
try or in a specific county,” she suggests.

Katrina further “spurred the creation 
of more robust tools to manage natural 
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recognize that resilient 
cities are so important,” 

says Swiss Re’s  
Monica Ningen.



What does it mean to be ACE insured?

 It means we are protected by an ‘AA’ rated insurer, one of the largest and strongest in the 

world. The people of ACE truly understand our risks and go out of their way to help us. We can rest 

assured knowing ACE is there when we need them.

© 2015 ACE Group. In Canada, coverages are underwritten by ACE INA Insurance and ACE INA Life Insurance. Coverages may not be available in all locations and are subject to actual policy wording. 
ACE®, ACE logo®, and ACE insured.® are registered trademarks of ACE Limited.

We are insured.

Insurance for businesses, families and individuals  |  acegroup.com/ca

http://www.acegroup.com/ca


32 Canadian Underwriter September 2015

platforms and the new characteristic 
event (CE) method for monitoring ex-
posure accumulations — reports Karen 
Clark, chief executive officer of Karen 
Clark & Company. With an open model, 
Clark says, model assumptions are visible 
and accessible to the model users, allow-
ing insurers to “truly ‘own’ the risk.”

But another important lesson learned 
from Katrina was that numbers derived 
from the EP (exceedance probability) 
curves “are not the right metrics for 
monitoring exposure accumulations,” she 
maintains. Why? The EP curves do not 
answer the following questions:
•  How much business can I write in 

specific geographical areas?
•  Where can I have surprise losses?
•   Where can I have outsized losses rela-

tive to my competitors?

catastrophe risk,” Bove says, including 
multiple views of risk within Cat mod-
els and increased demand for spatial 
analytics of a portfolio of risks. 

Guin would likely agree. “Katrina was 
a big landmark event in our industry, in 
the insurance industry, broadly speaking, 
but more so from a catastrophe model-
ling point of view.”

MODEL APPROACH
“This was the advent of today’s rigor 
around catastrophe modelling and mod-
elling’s universal acceptance and use,” 
Hudson comments.

“Katrina revealed some weaknesses 
in the state of practice in the insurance 
industry,” Guin says, including the qual-
ity of exposure data. “Companies were 
using models, but oftentimes, the data 
that was going into the models was not 
the quality that it expected. Companies 
would find themselves surprised that 
they had underwritten risks which were, 
oftentimes, very vulnerable,” he says.

“I think Katrina further consolidated 
the recognition that extreme risk can-
not be managed or quantified without 
the application of science. Past historical 
data is simply not enough to deal with 
such risk,” Guin argues. “From a catas-
trophe modelling point of view, I think 
it gave further impetus to us, as mod-
ellers, to improve our science,” he says.

“Essentially, Katrina and the other 
hurricanes of 2004 and 2005 forced 
modellers to allow for different views 
of risk within their models, allowing 
insurance companies to conduct more 
robust sensitivity testing of models and 
adjust model output to their own view 
of risk,” Bove explains. “This ‘democra-
tization’ of Cat modelling is one of the 
biggest impacts on the Cat management 
community after Katrina,” he contends.

“Insurers used to use Cat modelling 
more for managing aggregates to pur-
chase reinsurance. Today, Cat modelling 
is much more of an everyday under-
writing tool to help better understand 
individual risks,” Huebel suggests.

Katrina fuelled the two most signifi-
cant innovations since the models were 
first developed — open loss modelling 

“These are questions most frequent-
ly asked by the CEOs and Boards of 
Directors, and the traditional models 
cannot answer them effectively,” Clark 
argues. “A new approach is needed to 
identify and manage exposure concen-
trations,” she points out.

Improvements have been made for 
other perils as well. Catastrophic losses 
drove the push for greater granularity 
in flood models, which are now get-
ting down to 10 by 10 metres squared, 
Dixon points out. “The level of granu-
larity that comes out of that is phenom-
enal, because now you can [see] this 
location is different from the building 
next door, and here’s the reasons why.”

Guin notes that, until very recently, 
flood was deemed to be an uninsurable 
risk by many thinkers in the insurance 
industry. However, with “the availabil-
ity of data, the advances in science, the 
availability of higher computing power, 
I think that has all changed,” he says. 

“We are regularly modelling flood, the 
tools are available, the data is getting 
better and better every day,” he adds.

But is it possible to rely too much on 
models? “Catastrophe models are always 
wrong. Yet, they are one of the best tools 
available to us to assess the loss poten-
tials of rare, extreme loss events,” Bove 
says. “When used correctly and with 
knowledge of the model’s strengths and 
weaknesses, they can be invaluable in 
the underwriting process. But models 
should only inform, not replace, the 
underwriting process.”

Models are tools, an attempt to in-
corporate science, data and experience 
all into a solution, says Guin. “They are 
not going to solve every problem. The 
use for models is increasing, and that’s 
for a good reason. But at the same time, 
model users need to be aware of what 
the model is trying to do, what are its 
strengths, what are its weaknesses.”

One negative impact around model-
ling may be insurer perception that 
models — which some considered to 
be “broken” before Katrina — are now 
“fixed,” Clark says. “One event does not 
fundamentally change the scientific un-
derstanding of hurricanes,” she says. 
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Clark agrees. “Katrina had a positive 
influence on exposure data quality in the 
U.S. Katrina revealed several issues about 
the data insurers were putting into the 
models — namely, erroneous coding by 
construction and occupancy, and under-
valued building replacement costs.”

The insurance industry also witnessed 
changes around new capital. “Katrina 
brought with it the ‘Class of 2005’, pro-
viding an inflow of new capital,” Huebel 
says. Many insurers set up sidecars, and 
“Cat bonds and other insurance-linked 
securities also gained traction and con-
tinue to build in popularity today.”

Hudson points out that “the hard mar-
ket following Katrina spawned the first 
significant use of sidecars, giving non-
traditional investors a means of quick 
entry into, and exit from, the world of 
property insurance.”

COVER STORY
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“Because more data is being collected, 
there can be a temptation to put too much 
weight on the new data, thereby over-cali-
brating a model to the most recent event,” 
she says. “Over-calibrating a model to 
the most recent event makes the model a 
backward-looking tool,” she adds.

“If you put junk data into a model, 
you are going to get a junk number 
back out,” Ningen says plainly. “At the 
end of the day, if you have a strong un-
derwriting entity, they know how to use 
the models appropriately. I think where 
companies go wrong is if they don’t 
have a strong underwriting culture 
and they’re driven by the numbers that 
come out of the model without remem-
bering that there’s so many assumptions 
that go into that,” she adds.

“Once again, storms like these il-
lustrated the fallibility of the models,” 
says McCarney. “Of particular note was 
the susceptibility and vulnerability of 
commercial risks to damage from these 
storms. The models had really under-
estimated this damageability,” he adds.

“The oil refining, forestry, agriculture 
and tourism industries were severely 
impacted for many months following 
Hurricane Katrina and, in some cases, 
more than two years,” he reports.

Most agree risk management has ben-
efited greatly by changes in the after-
math of Katrina. One potential threat to 
that progress, however, is if things start 
becoming a transaction, Dixon suggests. 
“That takes away from risk management 
around Cat events being at the forefront 
of a corporation’s mind around how 
they protect their assets to falling within 
treasury or procurement, and it being 
more of a transaction,” he says.

OTHER INFLUENCES
Catastrophe models were hardly the only 
areas influenced by Katrina and its de-
structive cohort. “People weren’t talking 
much about Big Data in 2005 like they 
are today. Katrina exposed a problem 
in what data was available: inconsistent 
quality or incompleteness,” Huebel says. 

“Today, everybody is aware we live in 
an era of Big Data, and analytics can help 
inform our decision-making,” he says.

McCarney reports that “new and well-
documented reinsurance capital and 
capacity flowed into the market after the 
2005 losses, similar to what happened 
following Hurricane Andrew and the 
attacks on September 11, 2001.” The use 
of Cat bonds to augment traditional ca-
tastrophe reinsurance capacity increased 
significantly since 2005, he points out.

“In terms of the Canadian market, 
buyers of catastrophe reinsurance ex-
perienced a gentle firming in rates, but 
no significant tightening,” McCarney 
says. “The U.S. and Caribbean Cat rates 
went up significantly, as did the reten-
tions for most cedants, even ones not 
impacted by the hurricanes.”

Dixon points out there is now more 
capacity in the insurance market and 
in the reinsurance market than ever 
before, and it grows every year. 

“So what would cause it to change?” 
he asks. Answering his own question, he 
says it has been posited it would need 
to be an event of $200 billion or more.

What would do that? “If someone at-
tacked a major cloud or a major host-
ing site, which the banks use, large 
corporations use, etc., and there are 
estimates that that’s in the hundreds of 
billions of dollars of economic losses 
very quickly. That would be potentially 
something that would change the mar-
ket,” he says.

“I don’t see the market at any time 
soon, in the next five years, or poten-
tially ever, turning to these hard and soft 
cycles,” Dixon says. “I think what you’ll 
find is the more that we use data and the 
more that we try and innovate, you will 
find it becomes very granular on where 
we see hardening within the market.”

Underwriting organizations today are 
trying to drive underwriting results at 
a product and industry level, “because 
they don’t have as much buffer with 
their investment returns as they used 
to,” Dixon says. 

“Now, the underwriting organizations 
drill it right down, by portfolio, by lo-
cation, and have a much more granular 
view of their performance, and adjust 
accordingly. I think that’s what’s chang-
ing in the cycle.”

“I think Katrina further 
consolidated the 

recognition that extreme 
risk cannot be managed 

or quantified without the 
application of science. 
Past historical data is 
simply not enough to 
deal with such risk,”  
says Jayanta Guin of  

AIR Worldwide.



http://www.zurich.com/protection


36 Canadian Underwriter September 2015

COVER STORY
Eye of the Storm

BORDER CROSSING
Bove says that Katrina clearly showed the 
need for better understanding of supply 
chain risk. “Katrina’s lessons can be ap-
plied to other regions, whether domes-
tically or internationally, to help other 
countries improve the resilience of their 
built environment, as well as to address 
important life safety concerns.”

For Canada, though, Dixon suggests 
Katrina’s influence took some time to 
travel northward. “It wasn’t really un-
til 2013, with the Calgary floods, did 
we really start to see insurance compa-
nies, clients and underwriters and bro-
kers start to look at Superstorm Sandy, 
Katrina and the Calgary floods and start 
to pull all those together,” he suggests. 

Now, though, what large clients are 
“thinking about as they go and either 
build or acquire assets, is they do look 
at the Cat impact,” he says. “They look 
at their aggregation, they model that to 
specific sites,” he reports.

“People will take lessons and try to 
extrapolate,” suggests Guin. “I think the 
world is now connected enough that it 
causes people to think about other risks 
they are taking and what lessons can we 
learn from events that are happening in 
other parts of the world.”

Learning however one can is key when 
trying to tackle the persistent issue of the 
gap between insured and non-insured 
losses. “Many business owners did not 
purchase the right type and amount of 
coverage, including business interrup-
tion (business income) insurance. Many 
were never able to open their businesses 
again,” Huebel says of Katrina.

The protection gap is an important 
topic in the U.S., Ningen agrees, “but 
I think that resonates to a lot of other 
geographic areas as well. The question 
is often asked: ‘Can we afford to take 
steps to mitigate against these types of 
events?’ And after Katrina, the question 
really became, ‘Can we afford not to?’”

Huebel notes that like most major 
catastrophe events, Katrina caused many 
companies to examine their risk ag-
gregates. “Policy language at the time 
generally did not contain sub-limits 
on high-hazard flood areas. Policies do 

now, though, and there is much less 
ambiguity on the subject of wind versus 
water damage,” he suggests.

That said, “there is still a massive gap 
between the economic losses and in-
sured losses. And I think there’s a real 
opportunity for insurance companies to 
step into that space,” Dixon maintains.

INNOVATION NEEDED
A number of sources say ensuring that 
things are covered — and covered more 
successfully than in past — demands in-
novation and recognizing opportunities. 

“Hopefully, innovation on the model-
ling front will encourage innovation on 
the product front,” Clark says. “Storm 
surge risk can certainly be quantified by 
traditional and capital market participants 
who are willing to invest in understand-

ing the risk utilizing advanced tools 
versus waiting for a black box model to 
give an ‘answer’,” she contends.

“I haven’t seen a real change in inno-
vation within the insurance industry. I 
think that’s a shame,” Dixon comments. 
“The insurance industry is very, very 
slow to respond and there are clients that 
are pushing the industry to change. It 
should be the other way around. We 
have more capacity and more capital in 
the marketplace than we have ever seen 
before,” he says, adding insurers must 
think outside of the traditional box.

“Currently, alternative capital is pro-
viding a lot of additional protection 
for the peak peril regions, such as U.S. 
hurricane and earthquake,” Clark notes. 
“There are fewer offerings for second- 
and third-tier peril regions, but this is 
where a lot of future growth potential 
lies,” she suggests.

“We need to start thinking about in-
novation in how do we help our clients 
achieve that so the insurers get that 
information and can understand the risk 
in an appropriate manner. The changes, 
the challenges, that have come out of 
Katrina and other Cat events is this sud-
den requirement for it,” Dixon says.

STRENGTH IN RESILIENCE
Innovation will only help to enhance 
industry strength that has been dem-
onstrated by Katrina and other events. 
“For many insurers, Katrina was more 
of an earnings event than a capital 
event,” Huebel says, “and that showed 
the strength of the industry as a whole.”

Guin suggests the insurance industry 
did navigate through Katrina in a very 
robust way, pointing out very few com-
panies were in financial trouble, unlike 
after Hurricane Andrew, when several 
companies basically went insolvent. “That, 
in our view, spoke to the resilience in 
the insurance industry in terms of man-
aging these extreme risks.”

That sort of strength and resilience 
will likely be key should another such 
disaster occur. But what if it did?

Noting that the insured losses from 
Katrina were approximately US$45 bil-
lion — excluding some losses related to 
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offshore casinos — “if the storm were 
to happen again today, we estimate, 
excluding the platforms, it will actu-
ally still cost US$45 billion of loss in 
that scenario where the city doesn’t get 
flooded. If the city gets flooded the way 
it happened in 2005, then that insured 
loss would be closer to US$60 billion,” 
Guin reports. 

However, if “the levee systems failed 
in addition to all of the damage it 
caused elsewhere, and flooded the en-
tire City of New Orleans, that particu-
lar subcomponent of the overall af-
termath would probably be mitigated 
with the raised levee system,” he says. 

“Even after all we’ve learned from 
Katrina, losses to another major catas-
trophe could still be great,” Huebel says. 
“I’d attribute that mainly to continued 
growth along our coasts. We continue 
to populate our coasts,” he says.

Although catastrophe models have 
improved, challenges remain, Dominic 
Casserley, chief executive officer at Willis 
Group Holdings, says in a recent press 
release from A.M. Best. 

“The risks keep rising because of the 
constant building along the coastline of 
the United States,” Casserley said in an 

episode of A.M.BestTV. “Recognizing the 
potential fragility of our infrastructure, 
there is over US$10.5 trillion of expo-
sures along the coastline, so the risks are 
still there.”

Cities and regions, however, would 
do well to match the resiliency of the 
insurance industry. “The need to build 
resilient communities will continue to 
be critically important over the next 
decade, given the ongoing potential for 
significant losses,” Lundy emphasizes. 

“More people are moving to high-
risk coastal areas, so the value and con-
centration of assets at risk is growing. 
Recent estimates of insured property 
values for coastal exposures in the U.S. 
alone have been calculated at US$16 
trillion,” he says.

“All over the world, I think there is 
a tremendous amount of focus on im-
proving resilience,” Guin offers. “The 
insurance industry is taking note of it 
and there is a lot of discussion out there 
of how resilience has to be improved, 
and from a financial point of view, how 
much of the capital that is out there in 
the industry today could be deployed 
to actually strengthen the resilience of 
major cities, of major countries.”

The recently released IBHS roofing re-
search notes that “while hurricanes will 
continue to threaten coastal areas year 
after year, there is no reason to allow 
homes and businesses to remain vulner-
able to damage from even relatively low-
level storms.” 

The report recommends breaking the 
“cycle of destruction,” by using the sci-
entific knowledge currently available to 
“build and retrofit safer, stronger homes 
that are more hurricane-resistant.”

A new white paper released to mark 
Katrina’s 10th anniversary — issued by 
Zurich North America and the Wharton 
School of the University of Pennsylvania’s 
Wharton Risk Center — also suggests 
more needs to be done to create resilient 
communities to guard against risk in the 
face of extreme weather.

“As the past decade has shown, we 
have entered a new era of catastrophes,” 
Erwann Michel-Kerjan, executive direc-
tor of Wharton’s Risk Management and 
Decision Processes Center, says in a state-
ment. “Either we pretend they will not 
happen to us, or we join forces to make 
resilience a national priority.”

Regardless of locale or peril, that may 
be good advice for all. 

“If someone attacked a major cloud or the major hosting 
sites… there are estimates that that’s in the hundreds of 

billions of dollars of economic losses very quickly. That would 
be potentially something that would change the market,” 

comments Rohan Dixon of Aon Risk Solutions.
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Educational 
Investment

The owner of a mid-sized brokerage was often 
overheard dismissing the need for continuing 
education. Feeling it was an onerous waste of his 
time and resources, he barely did the prescribed 
minimum requirement. 

He also believed it was not his duty to sup-
port his licensed staff in this regard (by, among 
other things, approving time away from work 
for courses and providing financial support). The 
broker believed that, as adults, his licensed staff 
should be managing these matters on their own.  

One day, a fairly new employee came to see 
him because renewal time for her licence was 
approaching, but she did not have all of her re-
quired credits. She incorrectly assumed that the 
brokerage administration staff was tracking her 
credits, and would be making provisions such as 
offering courses and financial support. 

The owner publicly berated and humiliated 
her, suggesting that she should assume more 
responsibility for her own affairs.

What kind of culture is the owner creating? 
What example is he setting for staff? What should 
he be doing with regard to continuing education?

TAMMIE NORN, FCIP
Chief Executive Officer
ProFormance Group Insurance Solutions
Culture in an organization is determined by 
shared assumptions, values and beliefs. The ma-
jor elements that make up culture are leadership, 
attitudes, ethics, recognition, processes and pro-
cedures. A flexible culture exists in organizations 
where people are encouraged and rewarded for 
their commitment, which, in turn, fosters an 
environment of learning and ethics. 

A company with a flexible culture is more 
likely to excel in employee retention, customer 
service and, ultimately, profitability.

The brokerage in the scenario is clearly creat-
ing a culture that is completely opposite of that 
described. By publicly berating and humiliating 
his employees, discouraging personal and pro-
fessional growth, and neglecting to provide the 
tools required to succeed in their field, the own-
er is fostering a weak culture. 

In this type of culture, employees operate un-
der a regime of fear, and are lost and unmotivat-
ed. This results in a high turnover rate, negative 

The CIP Society
Insurance Institute  
of Canada
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serving others. They exist to elevate 
people and to make it better for those 
who are going to be on their team. 

Education and development is the key 
to continual growth, success and self-
fulfillment, all of which translate to well-
grounded, knowledgeable employees who 
can service clients with confidence and 
expertise.

ELAINE PORTER, CAIB, CIP
Aviation/Transportation Insurance  
Account Manager  
Bryson Insurance
In order for insurance to work effective-
ly, the exchange of knowledge between 
the insurer and the insured is imperative. 
The broker in the aforementioned ex-
ample has the role of facilitator of such 
knowledge.

The age of information is all around 
us, and clients demand professionalism 
from their insurance representatives. 
Therefore, in order for representatives 
to have this professionalism, continuing 

social feedback and, ultimately, poor 
profitability for the company.

People will only buy into a leader 
when that leader buys into the people.

In order to foster a people-first cul-
ture of cohesiveness, trust and team-
work, the brokerage should have a set 
process with all new hires wherein both 
professional and educational goals are 
set. A tracking mechanism should be 
in place to monitor progress, and the 
employer should facilitate learning by 
communicating the availability of local 
seminars and webinars, allocating busi-
ness hours to attend said seminars and 
webinars, and providing an annual edu-
cation budget.

Annually or semi-annually, personal 
goals should be tracked against projec-
tions and updated to reflect accomplish-
ments and ongoing aspirations. If viable, 
monetary awards can be used as incen-
tives for employees as they reach certain 
benchmarks in their education journeys.

True leaders add value to others by 

education cannot be dismissed.
The owner in this example will come 

to realize that it is not a waste of time 
and resources to ensure that licensed 
staff members are fully qualified and 
have up-to-date training in all aspects of 
insurance education.  

By taking advantage of insurance edu-
cation, individuals demonstrate to their 
employers and customers that profession-
alism, as well as specialized knowledge 
and skills, set them apart.

By providing and facilitating continu-
ing training for staff, the owner can 
eliminate assumptions and ensure that 
everyone remains current with training 
and licence renewals. He will witness 
better retention of clients, leaders emerg-
ing in his brokerage, and the heightened 
sense of awareness in his business.

The Insurance Institute offers a vari-
ety of courses that help ensure profes-
sionalism within a brokerage. Courses 
and classes in the GIE, CIP, advanced CIP, 
risk management and FCIP programs 
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become more, becoming a win-win for 
both employees and their organizations.

In that same vein, another opportu-
nity missed by the owner here is that 
of leveraging continuous learning as a 
recruitment and retention tool for the 
organization. 

No matter the size, successful busi-
nesses are the ones that can keep their 
people engaged — and providing oppor-
tunities for development and continuous 
growth is an essential part of achieving 
that.

JEFFREY A. BEAR, BA, JD, LLM
Chief Executive Officer
Registered Insurance Brokers of Ontario (RIBO)
One of RIBO’s guiding principles re-
quires that every principal broker en-
sure that all brokers employed by his or 
her firm comply with RIBO legislation, 
including the continuing education re-
quirements. They must also ensure that 
employees are provided with, and use 
all, information respecting insurance 
necessary for them to act competently 
in the performance of their duties. 

Notwithstanding that the owner does 
not  believe it is his duty to support his 
licensed staff regarding their education 
requirements, he has an obligation to 
support and supervise compliance by 
registered staff.

RIBO believes that continuing profes-

are available in various formats, mak-
ing it easy for anyone who wants to be 
qualified to get the education and train-
ing they need.

In the end, the consistent delivery of 
excellent customer service by trained 
professionals will not only meet, but 
exceed, the expectations of both em-
ployers and customers.

ADRIAN OSTI, FCIP, CTDP, CRM
Manager, Learning & Development
Northbridge Financial Corporation
This situation brings to mind not only 
the importance of lifelong learning, but 
also how crucial it can be for leaders 
to provide feedback effectively.

Regardless of who is responsible — 
though in any case, it is the employer’s 
responsibility to ensure his or her team 
is properly trained and completing the 
necessary credits — publicly berating 
or humiliating an employee is never 
acceptable in any situation. Effectively 
providing constructive, respectful feed-
back is an essential part of leadership, 
and not doing that can create a toxic 
corporate culture. 

By providing feedback in such a pub-
lic, inappropriate way, the owner of the 
brokerage has alienated the employee 
and sent a message to other employees 
that not only could their mistakes be 
put on display, but that their continuous 
learning is not a priority.

Ultimately, this employer is missing 
an opportunity. Continuing education is 
not only a requirement in many insur-
ance-related roles, it is also something 
most job-seekers are looking for when 
assessing a potential employer’s ben-
efits. Many people look for more than 
just a salary, especially millennials. 

Millennials are on track to become the 
majority of the workforce in 2015, and 
one of the key things they are looking 
for in an employer is continuous learn-
ing. They want to feel challenged and 
grow with an organization, and most 
importantly, they want to feel supported. 

Continuing education should not just 
be about meeting an annual regulatory 
requirement — it should be something 
that helps the individual do more and 

sional development is a positive tool that 
benefits brokers and is also an essential 
component of the commitment that all 
brokers make to the Ontario public to 
act as an insurance broker competently 
and ethically. RIBO believes continuing 
professional development, education and 
training serve to enhance the following 
attributes of brokers:
•	 knowledge	of	general	insurance	prin-

ciples;
•	 knowledge	of	office	process	and	pro-

cedures;
•	 skill	 in	 recommending	 coverages	

appropriate to the relevant facts and 
circumstances;

•	 client	 service	 and	 communication	
skills;

•	 practice	 management	 skills	 (for	 ex-
ample, time and file management);

•	 ability	to	personally	manage	physical,	
emotional and mental health;

•	 ability	to	manage	stress;
•	 knowledge	and	use	of	changing	tech-

nology; and
•	 knowledge	 of	 professional	 responsi-

bility requirements contained in the 
RIBO Code of Conduct.
While it is true that each registered 

broker is personally responsible to com-
ply with RIBO regulatory requirements, 
principal brokers have a duty to support 
their staff in this regard. Consideration 
should be given to the myriad ways to  
address professional development, many 
of which are referenced in the Principal 
Broker’s Handbook.

Consideration should also be given to 
leading by example. While RIBO does 
not specifically regulate corporate cul-
ture, it is beyond doubt that coaching, 
mentoring and exhibiting leadership in 
this area will result in improved staff 
performance and productivity. Publicly 
berating staff will not.

Effective leadership strategies serve to 
model excellence and build trust among 
staff, as well as to build character and 
pride of occupation and workplace. As 
the pace of change and the complexity 
of the insurance environment increases, 
the need to maintain and enhance one’s 
knowledge and skills through profes-
sional development is crucial.    
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Driving Satisfaction( 

Auto insurers in Canada that differentiate them-
selves on price alone may soon find themselves 
at odds with their customers. Although price is 
important, it is also becoming increasingly com-
petitive, making a competitive price table stakes. 
Interactions that customers have with their insurers, 
agents and brokers are actually more important 
in terms of building a loyal customer base. 

Insurers need to focus on more than just price 
to keep customers satisfied or face a significant 
risk of increased customer attrition.

The J.D. Power 2015 Canadian Auto Insurance Satisfaction 
Study, released in May, finds that despite an im-
provement in price satisfaction, overall customer 
satisfaction with the auto insurance experience 
declines nationally to 750 (on a 1,000-point 
scale) in 2015 from 758 in 2014.

Price is the only factor that improves year over 
year (+4 points), driven largely by improve-
ments in Ontario where price satisfaction is up 
by 12 points to 693 from 681 in 2014. Customer 
satisfaction declines significantly in the other four 
factors in 2015: non-claim interaction (-15 points); 
claims (-14); policy offerings (-11); and billing 
and payment (-7).

REGIONAL RESULTS
There are notable drops in satisfaction in three of 
the four regions included in the study, with the 
only exception being the Atlantic Region, which 
is new to the study and no trend data is available.

The largest drop for a region is in Quebec, 

where overall satisfaction is 783 in 2015, down 
21 points from 804 in 2014. Significant year-
over-year declines in policy offerings (-27), 
billing and payment (-21), non-claim interaction 
(-21), claims (-20) and price (-12) are respon-
sible for the overall decrease.

Despite a significant improvement (+12) in 
satisfaction with price in Ontario, overall satis-
faction declines for a second consecutive year, 
dropping five index points to 744 in 2015. Satis-
faction was affected by notable declines in both 
claims (-16) and non-claim interaction (-14).

Overall satisfaction in Alberta declines for a 
fourth consecutive year, dropping a significant 
nine index points to 735 in 2015 from 744 in 
2014. Notable year-over-year declines in all five 
factors are responsible for the overall decrease, 
with the largest drops in policy offering (-11) 
and non-claim interaction (-9).

In its inaugural year as a stand-alone region 
in the study, the Atlantic Region performs well 
with an overall satisfaction index score of 762 
compared with the national average of 750. 

PROBLEM RESOLUTION
One reason auto insurance satisfaction is down 
overall across Canada in 2015 is that more cus-
tomers indicate experiencing problems when 
interacting with their insurers than in 2014. 
Nearly one in 10 (9%) of auto insurance custom-
ers report having a general issue/problem, while 
an additional 12% indicate having a billing error. 

Valerie Monet  
Director, 
Insurance Practice,
J.D. Power

A recent survey from J.D. Power shows auto insurance providers need 
to focus on customer service to compete in Canada. One area where 
that focus will likely be important is the digital channel space.



45September 2015 Canadian Underwriter

Website satisfaction among 
customers who are unable 
to resolve their issues 
online is significantly lower 
than among those who 
achieve online resolution. 

customers. One key benefit is insurers 
can educate their customers on how 
their premiums are calculated and, si-
multaneously, discuss how their driving 
habits may be affecting their rates.

Satisfaction increases when UBI pro-
grams are offered. Among customers 
participating in a UBI program, satisfac-
tion with their insurers is 790. It should 
be noted that satisfaction declines to 

690 among those who have participated 
in the past, but later choose to opt out. 

While the greatest lift in customer sat-
isfaction is in the price factor, satisfaction 
in the non-claim interaction and bill-
ing and payment factors is also higher 
among program participants. The most 
prevalent reason UBI participants cite 
for trying the product is receiving a dis-
count on their policies (82%), followed 
by having more control over pricing 
based on actual driving (66%). 

Why are more customers not enrolled 
in UBI programs? Awareness of whether 
or not UBI programs are offered is a 
barrier to participation, and the most fre-
quently cited reason for not participating 
is privacy concerns. Despite the fact that 
customers frequently cite privacy con-
cerns, 60% who do not currently take 
part in a UBI program say they would 
participate if offered by their insurers.

HOW TO IMPROVE SATISFACTION
There is a healthy competition among 
auto insurance providers in Canada. In 
an ultra-competitive market, customer 
satisfaction is critical. Since launching 
J.D. Power’s first Canadian Auto Insurance 
Satisfaction Study, analysis has consistently 
shown that although filing a claim is the 
most impactful event in the customer 
life cycle, due to the low incidence of 

Although not always related to a billing 
error, a significantly larger percentage of 
customers incurred a billing fee in 2015. 

When customers have problems, they 
try to resolve them by calling their insur-
ers or visiting their insurers’ websites.

Satisfaction with insurers’ call centres 
is down a significant 20 points to 781 
from 801 in 2014. This drop is due pri-
marily to challenges with the prompt-
ness of speaking to a person, courtesy 
and timeliness of resolving requests. 

When contacting a call centre, 37% of 
customers had to wait a minute or lon-
ger to talk with a representative, up from 
32% in 2014. And only 63% of customers 
were able to resolve their issues on the 
same day, down from 69% in 2014. 

Things are not any better at insurers’ 
websites, where satisfaction slips to 747 
from 770 in 2014. Fewer than one-third 
(29%) of customers who go online to 
resolve their issues are able to come to 
a resolution entirely online. 

Website satisfaction among customers 
who are unable to resolve their issues 
online is significantly lower (689 on a 
1,000-point scale) than among those 
who achieve online resolution (807).

On average, 61% of customers inter-
acted with their insurers in the past 12 
months. Of those interactions, 50% of 
customers called into a call centre and 
another 21% visited their insurers’ web-
sites, highlighting the need for insurers 
to invest in improving their websites 
and call centre operations. 

PRICE COMPETITION STILL ALIVE
A number of insurers in Canada are offer-
ing usage-based insurance (UBI) programs 
as a means to provide a more competi-
tive product in the marketplace. These 
products typically measure the time of 
day a customer drives, how far he or she 
drives and how quickly he or she accel-
erates and brakes. In exchange for shar-
ing personal driving habit information, 
customers may receive a rate discount. 

While price is a primary reason cus-
tomers participate in a UBI program, the 
interactive nature of the product paves 
the way for insurers to provide more 
frequent communications with their 

claim events, the day-to-day policy ser-
vice interactions are the most influential 
aspect of customers’ overall experience. 

The 2015 study identifies the top 
service practices, or Key Performance 
Indicators (KPIs), that most influence 
customer satisfaction. There are direct 
benefits to satisfaction when insurers 
deliver a level of service that is heavily 
focused on providing convenient and 
flexible service at each step and effec-
tively communicating with customers.

Ongoing technological advances alter 
many aspects of everyday life, including 
the way people interact with their in-
surers. UBI is the newest example. 

Initial results show that participation 
in a UBI program is clearly improving 
customer satisfaction, particularly in the 
key facets that the program is designed 
to impact — customer perceptions of 
price and policy offerings. A key out-
come of increased satisfaction among 
participants is a stronger relationship 
between the insurer and customers 
through increased rates of stated intent 
to renew, advocacy and word-of-mouth 
recommendations. 

The study results, however, also show 
that UBI programs have the potential 
to improve customer satisfaction across 
other elements of the experience as well. 
Providing more communication and 
education regarding policy coverage and 
how customers can maximize savings may 
be the impetus for the noted improve-
ment in the overall customer experience 
among program participants.

Although the growth in digital chan-
nel usage — websites, smartphone apps, 
email, chat and text messages — in the 
insurance industry is generally slower 
than in other industries, increasing 
numbers of customers are using these 
channels to interact with their providers. 

While fewer customers are contacting 
their respective agent or broker, or call-
ing the provider’s call centre, in the past 
five years, the percentage of customers 
using digital channels has increased. 

Investment in digital channels is criti-
cal for insurers to satisfy their current 
customers, not to mention acquiring new 
customers in the future.    
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Small Business, Big Threat

Virtually all businesses collect and store sensitive 
business and personal information about cus-
tomers and employees. The increasing frequency 
and severity of data breaches across the globe 
signals that such information is becoming even 
more valuable and easier to access. 

Most members of the Canadian property and 
casualty insurance industry understand the im-
minent cyber risk facing the business commu-
nity. Many of the business executives and owners 
they insure, however, may find it difficult to as-
sess their own company’s exposure and may not 
understand how to manage the risk. 

With the recent passage of The Digital Privacy 
Act (Bill S-4), it is more important than ever to 
educate business customers.

A recent PwC Canada study, Balancing Digital Op-
portunity with Cyber Security Risk, shows that 88% of 
private companies agree or strongly agree that 
cyber security is an important issue for their or-
ganizations, but are uncertain about their vulner-
abilities and what they need to do to prevent or 
manage an attack. This lack of awareness creates 
a compounding issue — failure to detect a data 
breach — which, notes Ponemon Institute re-
search, takes an average of 170 days to discover. 

Small and medium-sized businesses, which 
typically have fewer data security resources than 
big businesses, are particular targets for cyber 
criminals. In a survey of small business owners 
and professionals in the United States, published 
in 2014, the Ponemon Institute found that 55% 
of respondents report having had a data breach 
in the past year and 53% had multiple breaches. 

Yet, only a third of those surveyed businesses 
notified the people affected — even though most 
states have had reporting laws in place for several 
years. Experts point to many factors for the lack 
of compliance, including confusion about report-
ing laws, how to respond and the costs involved 
in doing so. 

Now, Canadian business owners face the same 
pressures. The 2015 Cost of Data Breach Study: Global 
Analysis by the Ponemon Institute on behalf of 
IBM suggests that the direct cost of notification 
in Canada is about $85 per record. (The average 
per capital cost of data breach over three years in 
Canada was $207. When divided by direct per 
capital costs, 41%, the result is $85 per record).

A Statistics Canada report released in 2014 
found that 6% of the 17,000 Canadian enterpris-
es surveyed had experienced an Internet security 

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

Cyber crime has become increasingly frequent, expensive 
and complex. Yet, many small businesses do not believe they 
are targets and may not be prepared to prevent or withstand 
a data breach. What can the insurance industry do to help?
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small businesses better understand the 
risk and protect them from cyber intru-
sions and their associated losses? 

The first step is to alert them of po-
tential vulnerabilities and quantify the 
risk. Then, it is about implementing a 
plan to reduce hacking activity. To do 
so, those in small business must think 
like hackers. 

COMPUTER SECURITY PROTECTIONS
It should come as no surprise that 
most cyber criminals enter a company 
through emails and browsers. Two of 
the most common methods of attack 
include phishing and watering holes. 

In a typical phishing attack, employ-
ees receive socially engineered emails 
with a toxic attachment or link, as well 
as a convincing reason to click. It is dif-
ficult to guarantee that all employees 
will detect phishing emails all of the 
time, which is why phishing is a com-
mon and effective tactic. 

More sophisticated hackers now also 

breach. IT and security professionals 
say the actual number may be higher. 

While it is too early to gauge the im-
pact of Canada’s breach notification law 
on businesses and insurers, in the U.S., 
where the first state notification law was 
enacted more than a decade ago, the 
number of data breaches has increased 
and the market for cyber insurance has 
steadily expanded. If experience in the 
U.S. is a guide, the Canadian cyber in-
surance market is poised to grow sig-
nificantly.

Like their counterparts in the U.S., it 
appears that Canadian small business 
owners continue to underestimate their 
risk of data breach. In a recent study in 
Canada conducted by Shred-it, which 
provides information destruction servic-
es, half of polled small business owners 
believe that they would not be affected 
by a data breach and almost one-third 
do not have a protocol in place to store 
or dispose confidential information. 

How can the insurance industry help 

use watering holes — malicious code 
installed on trusted websites. For ex-
ample, if a hacker wanted to attack an 
online retail store, he or she would put 
malicious code on a low-security web 
forum discussing new clothing trends. 
In going to this forum, every visitor 
(business owner or employee) could 
come under the attacker’s control. 

By understanding the primary methods 
that hackers use to attack, small busi-
nesses can improve security by focusing 
on the following areas:
•	 Browser security: It is difficult to deci-

pher which websites to trust, so keep-
ing up to date with the latest browser 
versions and regularly testing the 
browser’s configuration for weakness 
is critical.

•	 Computer and operating system security: Im-
plementing password protections and 
“time out” functions (requires re-login 
after period of inactivity) for all busi-
ness computers helps. Firms should 
also make sure strong passwords are 

http://www.winmar.ca
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both a banking machine as well as 
sensitive business accounts.

•	 Employee training and education: Estab-
lishing a written policy about data 
security, educating employees about 
sensitive or confidential information 
and outlining their responsibilities 
will create accountability throughout 
the organization. It is also important to 
restrict staff use of work computers to 
business purposes only, prohibit file-
sharing on peer-to-peer websites and 
block access to inappropriate websites.

•	 Old procedures: Developing another em-
ployee and client ID system, beyond 
social insurance numbers, is critically 
important. In addition, small busi-
nesses should question the security 
posture of business lines, vendors, sup-
pliers and partners, and ensure that 
their procedures comply with appli-
cable provincial and federal laws.

INFORMATION STORAGE  
AND DISPOSAL
Criminals of all kinds, not just cyber 
criminals, view a small business both 
as a target and as a conduit to sensitive 
business and client information. Often, 
criminals capitalize on employee and 
contractor mistakes and the loss or 
improper disposal of laptop computers, 
physical records, smartphones, tablets 
and storage media — the leading causes 
of small business data breaches.

These elements should be considered 
to prevent the aforementioned activity:
•	 Clean-up: Reducing the “clutter” can 

being used and all operating systems, 
which have major security improve-
ments baked in, are regularly updated. 

•	 Internet router security: Hiding the wire-
less network’s service set identifier 
(SSID) — the name the wireless net-
work broadcasts to identify itself — 
can help prevent the interception of 
data.

• Data encryption: Mandating the encryp-
tion of all data is vital. Additionally, firms 
should consider encrypting company 
emails, if personal information is 
regularly transmitted, and avoid using 
Wi-Fi networks.

BUSINESS POLICIES  
AND PROCEDURES
A small business, such as a restaurant or 
retail store, has a lot to lose if its assets 
are stolen and data is breached. Consid-
er the negative implications, including 
the loss of customer loyalty, informa-
tion and revenue, business disruption 
and damage to equipment. 

To improve its level of preparedness, 
small businesses must review (and re-
review) company policies regarding the 
following:
• Passwords protections: Reusing pass-

words and trusting websites that store 
passwords will dramatically reduce a 
company’s level of security. These 
activities should not be done. To add 
an extra layer of security for online 
business accounts, small businesses 
should set up two-factor authenti-
cation systems. These rely on some-
thing only the business should know 
(a user’s password) and authenticates 
something only the user should have 
(typically a user’s phone).  

•	 Payment processing: Outsourcing pay-
ment processing is critical. Reputable 
vendors, whether for point-of-sale or 
web payments, have dedicated secu-
rity staff trained to protect data.

•	 Social media and financial activity: Using 
two separate devices — one for on-
line banking/other financial activities 
and one for email and social media 
— will help limit a company’s cyber 
risk. Otherwise, just visiting one in-
fected social site could compromise 

help protect valuable data. Businesses 
should inventory the type and quanti-
ty of information in their files, reduce 
the volume of collected information 
and retain only what is necessary. 

•	 Proper disposal: Cross-cutting all paper 
files before disposal is vital. Deleting 
files or reformatting hard drives does 
not erase data. Instead, it is important 
to use software designed to perma-
nently wipe the hard drive or physi-
cally destroy the drive itself. 

•	 Data safeguards and back-ups: Locking 
physical records that contain private 
information in a secure location and 
creating back-ups can significantly re-
duce a small business’ risks. Back-ups 
should be encrypted and off site in 
case there is a fire or burglary.

•	 Portable media: Properly disposing of 
portable media such as DVDs, CDs and 
USB flash drives can reduce a business’ 
susceptibility to loss or theft. Other por-
table devices can include smartphones, 
MP3 players and personal electronic 
devices with hard drives that “sync” 
with a computer. Businesses should 
only allow encrypted data to be down-
loaded to portable storage devices.

TIME FOR ACTION
Despite the considerable risks, small 
businesses have been slow to adopt other 
forms of protection, such as cyber in-
surance, in the Canadian marketplace. 
Advisen’s 2015 cyber risk report, The Real 
Cyber Claims Trends, shows less than 5% of 
surveyed U.S. businesses with revenues 
of US$10 million or less have purchased 
cyber insurance. That number is likely 
even smaller in Canada, where the mar-
ket is less developed and notification 
laws have not yet taken effect.

The fact is that many business owners 
still mistakenly believe their assets are 
“too small” for hackers and, therefore, 
do not think they are vulnerable.

The insurance industry can better 
communicate not only the risks, but also 
share these actionable steps to help the 
small business community thwart, miti-
gate and manage a cyber attack — and, 
it is hoped, get ahead of potential breach 
activity.    

Often, criminals capitalize 
on employee and contractor 
mistakes and the loss or  
improper disposal of  
laptop computers,  
physical records, 
smartphones, tablets and 
storage media — the 
leading causes of small 
business data breaches. 
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Hover Craft

In January 2010, a 7.0-magnitude earthquake 
wreaked havoc on the Haitian capital city of Port-
au-Prince. In addition to the damage to buildings 
and structures, it also wiped out critical infra-
structure necessary for disaster relief and damage 
assessment. The airport was crippled, roads were 
impassable and telecommunications systems were 
rendered useless, creating considerable challenges 
for first-responders, aid agencies and other people 
who needed accurate information quickly.

By the time of the even larger (7.8-magnitude) 
Nepal earthquake in April of 2015, there were 
signs that an interesting change was unfolding. 
The Nepal quake killed and injured thousands 
of people and reduced to rubble many of the 
country’s famed landmarks, religious symbols 
and other buildings. Subsequent media cover-
age from the disaster zone provided compelling 
evidence of how the adoption of unmanned 
aerial systems (UAS) — commonly referred to 
as drones — has begun to play an increasingly 
important role in performing quick and accurate 
damage assessments and providing other sup-
port in large-scale catastrophes. 

CNN featured a number of haunting videos 
taken by drones over the streets of Nepal’s cities 
and towns, showing where roads were blocked, 
where people were gathered and where some 
buildings had collapsed, often right next door to 
others that appeared to suffer no damage at all. 

Insurance industry leaders are keen to seize the 
advantages provided by the disruptive technol-
ogy of drones. Companies that embrace innova-
tion have started to take the first steps, deploying 
drones to perform risk assessments and deter-
mining what people, training and procedures 
must be in place for the safe and effective use of 
drones to assess damage and provide other forms 
of claims support, especially in disaster scenarios. 
In doing so, insurance companies around the 
world must develop a full understanding of the 
regulatory environment governing drone use in 
the jurisdictions where they operate. 

The good news in Canada is that insurers here 
have a golden opportunity to become early-
adopters and global leaders in employing drones 
in their businesses, thanks to a relatively more 
mature set of drone regulations.

Urs Uhlmann  
Chief Executive 
Officer,
Global Corporate, 
Zurich Canada
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Commercial applications for the disruptive technology of drones 
have taken off in the last few years. Insurance companies are 
also keen to seize the opportunities that drones provide in 
claims support and risk assessment, but must navigate a  
fast-changing regulatory environment along the way.
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As noted in the American 
Red Cross report, drones 
are ideally suited for “3-D” 
jobs — those that are dull, 
dirty and dangerous. Small 
drones can often go places 
and look at things, such  
as the insides of pipes  
and tunnels, that would 
often be inaccessible or 
dangerous for humans.

foster the integration of civil and com-
mercial drones into U.S. airspace by 
September 30, 2015. Section 333 of the 
act gives the Secretary of Transportation 
authority to determine if an airworthiness 
certificate is required for a UAS to operate 
safely in the national airspace system. 

In an August 2015 press release, the 
FAA announced that it began issuing 
this past March “blanket” certificates of 
waiver or authorization (COAs) to Sec-
tion 333 exemption holders. “This COA 
allows flights anywhere in the country 
at or below 200 feet except in restricted 
airspace, close to airports, and other 
areas, such as major cities where the 
FAA prohibits UAS operations.” 

The FAA has since granted 250 ap-
provals per month in an attempt to fast-
track commercial use, and by August, 
more than 1,000 exemptions had been 
approved, including several to insur-
ance companies.

ADVOCACY AND APPLICATIONS
For insurers in the U.S. that want to use 
drones in catastrophe situations, further 

THE REGULATORY LANDSCAPE
What is the current regulatory landscape 
governing drone use in Canada and the 
United States? A look at current regu-
lations for drones around the globe 
reveals two key trends: the challenge of 
working towards international harmo-
nization of regulations and standards; 
and that the landscape has changed a 
great deal in the last few years, with the 
pace of change accelerating.

Canada has had some form of safety 
rules for drone use in place — through 
Transport Canada — since 1996, a de-
cade earlier than many countries. 

In 2007, Transport Canada expanded 
the rules to allow for greater use of 
drones by commercial entities. Under 
the 2007 version of the Canadian Aviation 
Regulations, operators must apply for a spe-
cial flight operations certificate (SFOC) 
for each individual or series of flights, 
submitting detailed flight plans, infor-
mation about equipment and proof that 
the UAS operator is trained appropriately. 

The number of certified flights has 
grown substantially. In 2014, Transport 
Canada issued 1,672 SFOCs compared 
to just 345 in 2012.

In November 2014, Transport Canada 
introduced two new exemption require-
ments to encourage the expanded use of 
small commercial drones. Operators of 
drones weighing less than 25 kilograms 
no longer require an SFOC, although 
they must apply to Transport Canada for 
the SFOC exemption.

By comparison, rules laid out by the 
Federal Aviation Administration (FAA) 
in the United States dictated that com-
mercial and government drone opera-
tors there were, until recently, required 
to apply for a certificate of waiver or 
authorization and special airworthiness 
certificate from the FAA for any non-
military drone use. 

The application and approval process 
was lengthy, taking up to 60 days for a 
single approval. Under these strict regu-
lations, few approvals were granted.

Three years ago, however, the pas-
sage of the FAA Modernization and Reform Act 
of 2012 mandated the FAA to introduce 
a framework that would relax laws to 

regulatory reform cannot come soon 
enough. This past April, the American 
Red Cross and Measure published the 
report, Drones for Disaster Response and Relief 
Operations — co-sponsored by, among 
others, Zurich American Insurance Com-
pany, Willis Group and Guy Carpenter & 
Co., Inc. — that suggests “integrating 
drones into emergency and disaster 
response protocols should be a top pri-
ority for the FAA and other federal, state 
and local entities.” 

In Canada, insurers that want to use 
drones for the purpose of a risk assess-
ment or a claims assessment may do 
so, as long as the companies abide by 
Transport Canada’s regulatory require-
ments for the weight class of the drone 
that will be used. Insurers are generally 
required to obtain the consent of the 

owner of the property to be surveyed; 
the location must be a sufficient dis-
tance from an airport; drone operators 
have to meet certain training require-
ments; and insurers themselves must have 
appropriate liability coverage in place.

There are a number of obvious im-
mediate applications for insurers to use 
drones. Faster access to aerial images 
of affected areas in a catastrophe zone 
would give insurers the opportunity to 
better understand the type and extent of 
damage and allow them to proactively 
contact impacted customers. 

Drones can also provide unique view-
ing angles at low altitudes not available 
to manned aircraft. In addition, drones 
are much cheaper and faster to deploy 
than manned aircraft, especially in those 
areas where there may not be an airport 
nearby, or when the airport is unusable 
because of damage. And drone tech-
nology would allow insurers to deploy 
claims adjusters and other experts such 
as structural damage assessors more ef-
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gun to see the need to catch up with 
this fast-evolving technology, and posi-
tive developments are taking place. The 
FAA’s September 30 deadline to put for-
ward less restrictive drone regulations 
is looming, and the European Aviation 
Safety Agency has also committed to 
introducing more modernized rules by 
the end of 2015.

Insurers in Canada can seize a golden 

fectively if initial analysis suggests the 
need for further review. 

Drones have many applications for 
insurers in the pre-claim phase. Zurich’s 
risk services specialists, for example, 
have begun using small drones to per-
form risk assessments on customers’ 
properties in both Canada and Spain.

As noted in the American Red Cross 
report, drones are ideally suited for “3-D” 
jobs — those that are dull, dirty and dan-
gerous. Small drones can often go places 
and look at things, such as the insides of 
pipes and tunnels, that would often be 
inaccessible or dangerous for humans. 

A basic camera on a drone can provide 
measurements to be used for stacking 
in warehouse racking or fire dividers, 
while an infrared camera can be used 
to determine weaknesses in roofs and 
other structures. Drones can also be used 
to measure elevations on and around a 

plant, allowing for better assessment of 
potential water flow during a flood situ-
ation. And so-called “sniffer” drones can 
be used to detect radiation or gas leaks 
from ruptured lines.

The Red Cross study points out that 
drones can be critical during the first 48 
hours of a catastrophe, but more study 
must be done to quantify cost and time 
savings for insurers using drones.

That said, many believe benefits will 
accrue to the customers of companies 
that are committed to helping their cus-
tomers understand and protect them-
selves from risk. 

More accurate and robust images and 
data, coupled with comments and assess-
ments of risk services people and claims 
adjusters, will help ensure that risks are 
priced and underwritten accurately in 
the pre-claim phase, and that damage is 
assessed and resolved more quickly and 
more effectively in the post-claim phase.

Regulators around the world have be-

opportunity to become thought-leaders 
and develop best practices for global 
export in the use of drones, such as es-
tablishing protocols and procedures for 
appropriate staffing, operator training 
and drone maintenance to protect the 
safety, property and privacy of everyone 
on the ground. No doubt, customers 
will be looking to see where insurers 
land, and how expertly they do so.    
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Connection
Live

Live video collaboration 
technology is a relative 
newcomer in the  
claims-processing toolkit. 
But does the technology, 
working through smart 
devices, offer the promise  
of significantly speeding  
up claims resolution  
and, in turn, bolstering 
customer engagement?

Will new technology solutions focused on sim-
plifying claim processing become de rigeur in the 
property and casualty insurance industry? 

Live video collaboration technology, a relative 
newcomer in available claims-processing tools, 
aims to transform the first notice of loss (FNOL), 
inspection and settlement processes both for the 
insurer and the policyholder through the use of 
smart devices.

Traditionally, the p&c insurance industry has 
been slow to adopt new technologies, but even 

very cautious markets experience breakthroughs. 
With the ubiquity of smartphones and tablets, 
policyholders are becoming increasingly involved 
in the claims process. 

Thanks to digital communication channels and 
live video collaboration tools, processes that used 
to take weeks can now be completed in as little 
as 24 hours. And faster, more-informed claims 
resolution is inevitably what lies at the core of 
customer engagement.

Live video collaboration enables a policyholder 
to report damage by connecting directly with his 
or her claims representative and launches the 
inspection, scoping and settlement process soon 
after the damage occurs. 

Using the camera on a policyholder’s smart-
phone or tablet, the claims representative can 
perform a complete and secure site inspection 
without leaving his or her desk. The claims rep 
guides the policyholder to capture the informa-
tion required to finalize the estimate via the audio 
and video controls of the live collaboration tool. 

The information gathered through the virtual 
site inspection, in effect, allows the claims rep-
resentative to assess the damage remotely and 
determine which repair services will be required 
when the policyholder calls to report a claim.

Jonathan Kost  
Chief Strategy 
Officer,
Symbility Solutions
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While there is a fee 
associated with using 
live video collaboration 
tools, there is a significant 
return on investment 
for the technology even 
without taking into account 
the reduction of other 
expenses, including those 
accrued as a result of 
staff travel times to loss 
locations, liability costs  
and scheduling delays.

the carrier upwards of $400 on average.
While there is a fee associated with us-

ing live video collaboration tools, there 
is a significant return on investment for 
the technology even without taking into 
account the reduction of other expenses, 
including those accrued as a result of 
staff travel times to loss locations, liabil-
ity costs and scheduling delays. 

ENHANCING ACCURACY
Estimate accuracy is another key advan-
tage of using live video collaboration. 
Having direct engagement between the 
policyholder and the claims representa-
tive early on in the claims process means 
estimates created and information col-
lected using these tools are of at least 
equal accuracy to those completed using 
conventional methods. 

Geocoding capabilities for all video 
recordings and photo documentation 
captured at the loss location, full-res-
olution imagery capture and retention 
of the video session all contribute to a 
complete and accurate documentation 
of the claim. 

THE ROAD TO SELF-SERVICE
Notwithstanding the benefits of grant-
ing policyholders the ability to help 
report damage and engage directly with 
their claims representative when need-

SAVINGS DOWN THE LINE
There are several benefits associated 
with using live video collaboration tools 
— one of the most obvious is that less 
time must be spent at virtually every 
stage of the claim process. 

Because calls from policyholders can be 
triaged at the FNOL phase, many policy-
holders can expect to have their virtual 
site inspection occur within minutes of 
reporting the loss. 

The time it typically takes to schedule 
a site visit between the adjuster and 
the policyholder, not to mention the 
amount of time adjusters spend travel-
ling to loss locations to assess damage 
in person, can be repurposed to deliver 
higher levels of customer service. 

The policyholder’s video collabora-
tion with the insurance carrier helps to 
eliminate inefficiencies in the period fol-
lowing FNOL and contributes to better 
time management for both insurance 
company staff and the policyholder. This 
process, in turn, enables desk adjusters 
to document the damage in real time, 
effectively bypassing time-consuming site 
inspections and, in some cases, engag-
ing repairers or mitigation specialists as 
soon as the damage is assessed. 

Live video collaboration technology 
also makes it possible for insurance car-
riers to make more efficient use of staff 
in times of catastrophes when adjusters 
must be dispatched across wider geo-
graphic areas or must handle a larger 
than normal volume of calls. 

Additionally, collaborative technology 
is developed to run on ultra-low band-
width and function seamlessly in loca-
tions with limited network conditions. 
As such, it proves to be critical in high-
volume emergency situations. 

While significantly compressed claim 
settlement timelines are a key benefit of 
using the technology, nothing is per-
haps more telling of its usefulness than 
the cost savings generated as a result. 

Since the interaction between the pol-
icyholder and the insurance carrier hap-
pens entirely over the phone, there is no 
need to send a staff adjuster or an inde-
pendent adjuster into the field for a site 
inspection, which can end up costing 

ed, live video collaboration technology 
is just one of the tools that carriers are 
examining as they move to investigate 
which claims might, ultimately, have 
the potential to be self-settled by the 
policyholder.

New and timely data about environ-
mental factors, high-resolution imagery 
and cloud-based technologies, coupled 
with the Internet of Things, all contrib-
ute to the accomplishment of this ul-
timate goal. They add a high degree of 
verification to create the trust required 
throughout such an approach. 

Meeting this goal leads to a more 
streamlined settlement process — and 
one in which the policyholder plays an 
important role in how the damage is 
reported and recorded.

Some insurance carriers are looking 
to embed parts of many of these tools, 
including live video collaboration, into 
their existing mobile apps, creating a 
new level of engagement and ensuring 
that policyholders take away a positive 
customer service experience.

ADOPTION BY INSURANCE SECTOR 
Reporting, inspecting, estimating and 
documenting claim damage does not 
have to be a cumbersome experience, 
and collaborative technology solutions 
can help make this often-difficult pro-
cess more convenient and seamless for 
policyholders. 

The use of this sort of technology is 
starting to change the p&c industry and 
is in line with increasing consumer de-
mands for self-service through policy-
holders’ preferred digital channels. 

The p&c industry seems to be showing 
a positive response to live video col-
laboration technology. A number of in-
surance carriers throughout the world, 
including USAA in the United States 
and Argenta Assuranties in Belgium, are 
already using live video collaboration 
tools and almost every Top 25 insurer 
in North America is in the process of 
evaluating the technology to determine 
whether or not it is a good fit with their 
operations and broader digital strategy. 

Are Canadian insurers ready to take 
the leap forward?    
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MOVES & VIEWS

1 Travelers Canada chief 
executive officer Brigid 
Murphy [1a] is retiring 

from CEO duties, chief  
operating officer (COO) Duane  
Sanders [1b] is replacing  
Murphy and Heather 
Masterson [1c], most recently 
with Totten Insurance Group 
Inc., is taking on the COO 
role. Masterson will join 
Travelers Canada September 
14, reports The Travelers 
Companies Inc. She was  
appointed CEO of Totten 
Group in September 2012,  
replacing H. Ross Totten, 
who founded the wholesale  
brokerage a decade earlier.  
Masterson has also worked 
at Hub HKMB Ontario, 
American International Group 
Inc. and Colonial Fire and 
General Insurance Company. 
Murphy, who has almost 20 
years working at Travelers 
Canada and The Dominion 
of Canada General Insurance 
Company, acquired by 
Travelers Canada in 2013, 
will now serve as vice chair-
man. With Travelers Canada 
since 2001, Sanders was 
named COO in January 2015.

2 Fred Plant [2a] has 
returned to helm the 
Canadian Independent 

Adjusters Association (CIAA). 
Plant’s employer, SCM 
Insurance Services Inc.’s 
ClaimsPro unit, announced 
that Plant has assumed 
his second term as CIAA 
president (his first time 

around was 2007-2008). His 
most recent predecessor was 
Albert Poon [2b], chief oper-
ating officer of Cunningham 
Lindsey Canada, who took on 
the role last September from 
David Porter. Porter, vice 
president, western for Granite 
Claims Solutions, resigned 
in August 2014 when SCM 
acquired the property and  
casualty businesses of Granite  
Global Solutions. At that 
time, ClaimsPro was not a 
CIAA member firm. President 
of Plant Hope Adjusters Ltd. 
until earlier this year, when 
the businesses was acquired  
by ClaimsPro, Plant is now the 
firm’s senior vice president,  
operations, Atlantic Canada.

  

3 Harsha Agadi [3a] has 
been appointed as 
Crawford & Company’s 

interim chief executive officer, 
replacing Jeffrey Bowman 
[3b]. “After nearly eight 
intense and challenging years 
as president and CEO, I have 
agreed with the board to step  
down,” says Bowman. Agadi, 
who sits on Crawford & 
Company’s Board of Directors, 
has also served as executive 
vice president and chief oper-
ating officer, global property 
and casualty for two years 
until his appointment as 
president and CEO in 2008. 
Bowman is chairman of GHS 
Holdings LLC and previously 
held roles as executive chair-
man of Quiznos LLC, CEO of 
Friendly’s Ice Cream LLC and 
CEO of Church’s Chicken.

4   Ontario Mutual 
Insurance Association 
(OMIA) has partnered  

with Kanetix Ltd. to provide 
consumers a way to obtain 
mutual auto insurance quotes 
from their smartphones, 
tablets and/or desktops. 
Consumers can get a quote 
from the OMIA website or from 
one of the 17 participating 
mutual insurance firms. These  
firms are Ayr Farmers Mutual, 
Dumfries Mutual, Germania 
Mutual, Hay Mutual, Howard 
Mutual, Howick Mutual, Kent  
& Essex Mutual, L & A Mutual, 
Lambton Mutual, North Kent 
Mutual, South Easthope 
Mutual, Town & Country 
Mutual, Townsend Mutual, 
Tradition Mutual, West Elgin 
Mutual, West Wawanosh Mutual 
and Westminster Mutual. 

5 Evan Garner [5], a 
former vice president 
of Marsh Canada, is 

now Willis Canada Inc.’s 
commercial insurance 
director for Quebec. Willis 
Canada is “fully committed 
to re-emerging as a local risk 
management and insurance 
advisor in the province of 
Quebec,” says president and 
chief executive officer Brian 
Parsons. Garner’s responsi-
bilities will include building 
Willis Canada’s property and 
casualty business to comple-
ment its group benefits,  
pension consulting and  
actuarial practices in Montreal, 
Willis Canada reports. While 
at Marsh, Garner worked  
with various industries, 
such as railways, retail and 
financial institutions.
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MOVES & VIEWS

6 Economical Insurance 
has announced chief 
risk officer Ed Berko [6] 

has left the company to pur-
sue other endeavours. Philip 
Mather, the insurer’s senior 
vice president and chief 
financial officer, “will take on 
the accountabilities of chief 
risk officer on an interim 
basis, providing day-to-day 
support to the enterprise risk 
management function,” the 
company notes. Tracy Mann, 
vice president, operational  
risk oversight, “will be  
appointed interim chief  
compliance officer.” Before 
joining Economical Insurance 
in 2013, Berko had been chief  
risk officer and executive 
vice president at Protective 
Life Insurance Company and 
Protective Life Corporation.

7Cunningham Lindsey 
Claims Services 
Canada Ltd. has 

launched Clarity Online, a 
risk management tool from 
the company’s third-party ad-
ministration division, inTrust. 
“Clarity Online allows inTrust 
TPA clients to analyze claims 
data through customized 
formatting and reporting,” 
reports the company. Being 
able to provide trending 
analysis and forecasting will 
allow clients to accurately 
measure the performance on 
a global program, it adds.

8  Managing general  
underwriter K&K 
Insurance Group Inc. 

recently announced Joe  
Rodewald [8] is the new 
vice president and general 

manager of K&K Insurance 
Brokers Canada and 
Underwriting Solutions LP.  
Rodewald joined K&K 
Insurance in 2001 in its 
recreation division and later 
moved to the leisure division.

9  L’Alliance des 
caisses populaires 
de l’Ontario will be 

the 43rd member-owner of 
The Co-operators Group Ltd. 
as of October 1. L’Alliance 
des caisses populaires de 
l’Ontario provides administra-
tive services to its members, 
which include financial 
services co-operatives in 
Alban, Bonfield, Hearst, 
Kapuskasing, Mattawa, 
Mattice, Noelville, North Bay, 
St. Charles, Sturgeon Falls, 
Timmins and Verner, The 
Co-operators reports. 

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
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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 

3a

10  SCM Insurance 
Services Inc.’s 
ClaimsPro unit 

is becoming a member of 
the Canadian Independent 
Adjusters’ Association (CIAA). 
Although ClaimsPro had not 
previously participated as 
a member of CIAA, “recent 
discussions with the CIAA  
executive have given ClaimsPro 
comfort that the CIAA is bet-
ter aligned with its interests 
and will provide greater 
benefits for the industry and 
its members as a whole.” 

11Heather Gray [11] 
is now an equity 
partner in Clyde 

& Co.’s insurance group. 
Formerly with Gowlings, Gray 
has specialized in “issues af-
fecting the insurance industry 
from provincial and federal 
regulatory matters and inter-
mediary licensing to product 
design and development for 
insurers, agencies, brokerages, 
third-party administrators and 
service contract providers.” 

http://twitter.com/CdnUnderwriter


58 Canadian Underwriter September 2015

GALLERY

180 golfers attended the 16th 
Annual WICC Ontario Golf Tournament 
on July 16 at Angus Glen Golf Club 
in Markham, Ontario. A perfect 
summer’s day greeted WICC golfers, 
eager to match skills against the 
Toronto 2015 Pan Am Games 
course. Participants enjoyed a BBQ 
lunch, silent auction, raffle and 
delicious dinner. A WICC cheque 
in the amount of $75,000 was 
presented to the Canadian Cancer 
Society by WICC Ontario board 
members Marian Adamson, chair 
of WICC Golf Committee;  Marilyn 
Horrick, Ontario Co-Chair; and 
Kimberly Hrycko, Ontario treasurer.
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APPOINTMENT

Rob Jordan 
Vice-President,

Central Region & National Accounts

Jacinta Whyte, Deputy Group Chief 
Executive of Ecclesiastical Insurance 
Group plc and General Manager and 
Chief Agent for Canada, is pleased to  
announce the appointment of Rob Jordan 
to the position of Vice-President, Central 
Region & National Accounts. In his new 
role, Rob will be responsible for leading  
and implementing the underwriting  
and business development strategy for  
Ontario and National Accounts. 

With over 25 years of extensive  
industry experience, Rob draws upon  
a broad range of expertise including  
commercial property and casualty  
underwriting, reinsurance, business  
planning and marketing, and national  
account development. Working in  
progressively senior positions at major  
national and global organizations,  
Rob has led teams in Toronto, Calgary  
and Vancouver. Rob holds a Bachelor  
of Business Administration from  
Wilfrid Laurier University and has  
attained both FCIP and Canadian Risk 
Management (CRM) designations.

Founded in 1887 and with offices in  
Canada since 1972, Ecclesiastical is a  
specialist provider of insurance  
solutions and services designed to  
protect and preserve Canada’s distinct  
communities, cultures and heritage.  
Working closely with the independent 
broker network, Ecclesiastical provides 
customized insurance solutions to faith 
organizations, retirement communities,  
education facilities, arts & culture  
institutions, heritage properties, funeral  
services providers, and registered  
charities and non-profit organizations.

www.ecclesiastical.ca

http://www.ecclesiastical.ca
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The Canadian Independent 
Adjusters’ Association (CIAA) held 
its 31st Annual General Meeting 
and Conference in Toronto at the 
luxurious Four Seasons Yorkville 
on August 19-22. More than 100 
attendees gathered for a bustling 
tradeshow, informative education 
sessions, social events and the 
member meeting. 

APPOINTMENT

Audrey Ramsay

Claude Blouin and Jamie Dunn, Partners at 
Blouin, Dunn LLP, are extremely pleased to 
announce that Audrey Ramsay has joined the 
firm as an associate.
 
Audrey was called to the Ontario bar in 
1995. She received an Honours Bachelor of 
Arts degree (Political Science and French) 
from Wilfrid Laurier University in 1989 and 
her Bachelor of Laws degree from Ottawa 
University in 1993.
 
Since her call to the Bar, she has handled 
a broad range of insurance defense work 
including property and casualty, professional 
negligence, commercial and automobile 
insurance.
 
Audrey is involved in a number of professional 
organizations, and has served as a member of 
the Ontario Bar Association Board of Directors, 
Chair of Professional Development, OBA Chair 
of Sections, OBA Chair of Insurance Law 
Section, OBA Chair of Civil Litigation Section, 
Vice-Chair, OBA Insurance Law Executive, 
Public Affairs Liaison on the Insurance Law 
Executive, member of OBA Council and Chair 
of Counsel Forum at the Financial Services 
Commission of Ontario.
 
Audrey is a past instructor for the Law Society 
of Upper Canada’s Bar Admission Course, 
and Skills and Professional Responsibility 
Licensing Program and also a past newsletter 
editor for both the Ontario Bar Association 
Insurance and Civil Litigation section 
newsletters.
 

Audrey’s contact information is:
aramsay@blouindunn.com

(416) 365-7888 ext. 119

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:aramsay@blouindunn.com
http://www.blouindunn.com
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Contact us for your free, no obligation, on site demonstration
1-800-575-9974 

SEH Computer Systems Inc. 380 Woodstock St. S., Unit 2, Tavistock, ON Canada N0B 2R0

One Package     

Inspect records the details of property inspections, including 
photographs, and can send the information directly to Titan.

Titan is the only software you’ll ever need to successfully 

run your Property & Casualty insurance company. Greater 
than a policy and claims administration system, it is a full-
featured, fully integrated product. It forms the core of our 
suite of products that covers all your requirements from 
policy data entry and maintenance to business management 
and statistical and regulatory reporting. 

For more information visit us at 

www.sehcomp.ca
or

One Interface     
One Solution

http://www.sehcomp.ca
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The Canadian Independent Adjusters’ 
Association (CIAA) held its 31st Annual 
General Meeting and Conference 
in Toronto at the luxurious Four 
Seasons Yorkville on August 19-22.  
The President’s Banquet and Ball 
saw outgoing CIAA president Albert 
Poon pass the reins to incoming 
president Fred Plant. Numerous 
awards were handed-out to CIAA 
members and Ted Hellyer, vice presi-
dent, operations and vice president, 
programs at the Insurance Institute 
of Canada, received CIAA’s ‘Honorary 
Member Award’ for his invaluable 
guidance and expertise in support of 
the professional development objec-
tives of the CIAA.
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Giffin Koerth held its 4th 
Annual Golf Tournament,  
“The BIG DIVOT”, on July 
24 at scenic Greystone Golf 
Club in Milton, Ontario. 
Industry professionals 
were treated to a beautiful 
sunny day on the challeng-
ing course that features 
spectacular views of the 
Niagara escarpment. Several 
on-course contests were 
enjoyed throughout the day, 
including a golf swing speed 
challenge. Guests also  
enjoyed a great lunch, 
wonderful assortment of 
prizes and the ceremonial 
presentation of the  
“BIG DIVOT” trophy.
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The Calgary-based William 
H. McGannon Foundation 
has announced that found-
ing father Bill McGannon 
passed away peacefully 
on August 26th at the age 
of 79 from idiopathic 
pulmonary fibrosis. “Bill 
left behind a legacy for all 
of us to follow,” William 
H. McGannon Foundation 
president Joe Restoule said 
in an email to Canadian 
Underwriter. “We were 
blessed to have him as a 
friend, mentor and/or busi-
ness partner and we are 
left profoundly saddened 
by this loss.” Information 
from the foundation’s 
website notes that it was 
established following the 

release of a study by the 
RIMS Canada Council 
in 1999 that evaluated 
the need for a Canadian 
organization to support risk 
management education, as 
well as to advance the risk 
management profession in 
Canada. The foundation, 
which has been granted 
charitable status, was 
established to provide 
resources to advance risk 
management by way of ed-
ucation, research, mentor-
ship and work experience 
programs. The long-term 
goal of the foundation is to 
establish chairs of insur-
ance and risk management 
at major universities across 
the country. The website 

notes that McGannon, born 
in Morrisburg, Ontario on 
November 5, 1935, was 
one of the first risk manag-
ers in Canada to set up a 
full-service risk manage-
ment department with loss 
prevention services and 
statistical support at NOVA 
Chemical Corporation in 
Alberta in 1979. He retired 
from that position in 1998, 
but continued to provide 
consulting services in the 
profession. McGannon 
also frequently lectured at 
the University of Calgary, 
where he was instrumental 
in establishing the Chair of 
Risk Management, serving 
as Executive in Residence 
from 1998-2000.

In photo above, from the 
November 1998 issue of 
Canadian Underwriter maga-
zine: Bill McGannon, risk 
management guru of NOVA 
Chemical Corporation is 
presented the 1998 Donald M. 
Stuart Award for outstanding 
contributions to the field of 
risk management at the 1998 
Canadian Risk Management 
Conference in Calgary. Read the 
full article at CU80Years.com
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Totten Group held its 20th 
Annual Charity Golf Tournament 
at Deer Creek Golf & Banquet 
Facility on August 19. With 
the sun shining bright, guests 
were treated to a beautiful day 
of golf with several on-course 
games, including hole-in-one 
and putting contests. The 
round was followed by a 
fabulous dinner, where various 
awards and prizes were handed 
out. Totten Insurance Group’s 
Invitational Golf tournament 
has been in support of the 
Lions Foundation of Canada 
Dog Guides for the past 20 
years, support that is critical for 
the continued success of the 
great charity and organization. 
Dog Guides play a crucial role 
in the lives of Canadians with 
disabilities, assisting them by 
guiding their handlers through 
their daily lives to getting help 
when it is needed most. 
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