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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

Technology may pose its 
risks, but it also presents 
opportunities.

These opportunities are not 
solely for insurers; reinsurers 
can also be part of the game.

So suggests new survey 
results from Guy Carpenter & 
Company, LLC, which found 
re/insurers view technology 
innovation as the number 
one growth opportunity.

A total of 107 insurance 
and reinsurance professionals  
offered their views on threats 
and opportunities to profitable  
growth as part of a survey 
conducted at the Property 
Casualty Insurers Association 
of America’s annual meeting 
in October.

Commenting on technology 
innovation, “the industry 
must be prepared to not only 
understand and manage the 
risks associated with these 
rapid advancements, but to 
also utilize these innovations 
to create actionable business  
intelligence and realize prof-
itable growth opportunities,” 
Tim Gardner, chief executive 
officer of Guy Carpenter’s 
United States operations, says.

Technology innovation, 
cited by 42% of respondents, 
was identified as the greatest 
opportunity to grow business 
in 2017; new products by 
25%; new geographic markets 
by 13%; talent acquisition 
by 12%; and mergers and 
acquisitions by 8%.

Of course, the coming year 
was not all coming up roses. 
In all, 36% of those polled 
pointed to the potential for 
a financial recession as the 
emerging risk representing 

the biggest threat to profit-
able growth next year. 

The biggest emerging threats 
were cyber, technology risks,  
climate change and terrorism.

Responses clearly indicate 
a changing market ripe for 
disruption, with the top such 
forces for the re/insurance 
sector over the next five years 
being big data, the speed of 
technological innovation, the 
aging population, Millennials 
and expanding urbanization.

But some respondents  
suggested opportunity exists 
in that disruption. 

That blends with a recent 
report from Swiss Re, which 
noted technological develop-
ments will profoundly change 
the way in which the  
re/insurance industry develops, 
distributes, underwrites and  
administers the insurance  
protection it sells to consumers.

The reinsurer cited the 
influence of technologies like 
cognitive and cloud comput-
ing, as well as big data.

“The industry can increas-
ingly access new risk pools 
emerging from the integration  
of data, analytics and 
technology that addresses 
the insurance protection gap, 
creating new opportunities 
for growth,” it noted, calling 
on reinsurers and insurers to  
“work together to manage and  
profit from these advances.”

Results of the Guy 
Carpenter poll suggest the 
upshot is that the quickly 
changing conditions will  
demand that re/insurers be 
both agile and innovative. 

That ability is all the more 
important in light of conditions 

that show no signs of easing.
Weak profitability could leave 

more reinsurers worldwide 
— especially smaller, less 
diversified ones operating in 
markets where premiums are 
barely covering the cost of 
capital — vulnerable to  
takeover in 2017, Fitch 
Ratings recently reported. 

The influence of more such 
activity has on the reinsurance  
sector “will depend on how 
much capacity is removed 
from the market and whether 
alternative sources of reinsur-
ance then expand to replace 
the lost capacity,” Fitch noted.

A small global survey of 
senior re/insurance industry 
figures — including those in 
Canada — in June showed soft 
market conditions continue to 
reign as the biggest concern.

Again, though, respondents 
pointed to opportunity in cur-
rent conditions. Diversifying 
the portfolio was seen as 
the top opportunity, cited by 
73% of respondents, while 
security and the need to up-
grade technology were listed 
in the top five opportunities, 
Xuber reported at the time.

“The industry has spoken 
and there is an almost 
universal consensus that 
a fundamental technology 
shake-up needs to happen 
now,” said Chris Baker, 
Xuber’s executive director.

Citing the value of a “digital  
first” approach, “reinsurers  
which create solutions ground-
ed in technology that deliver 
across the insurance value 
chain will best serve their 
customers and will thrive in 
the digital revolution.” 

 
The upshot is 
that the quickly 
changing conditions 
will demand that 
re/insurers be 
both agile and 
innovative. 

Angela Stelmakowich 
Editor
Canadian Underwriter
angela@
canadianunderwriter.ca

Threat to Opportunity

mailto:angela@canadianunderwriter.ca
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MARKETPLACE

Reinsurance
MATTHEW’S INSURED 
LOSSES US$2.5 BILLION  
TO US$8 BILLION: RMS
RMS estimates Hurricane 
Matthew will produce insured 
losses of US$1.5 billion to  
US$5 billion for the United 
States and US$1 billion to  
US$3 billion for the Caribbean, 
making it the reinsurance 
industry’s costliest Atlantic 
hurricane since Sandy.

Hurricane Matthew caused 
significant damage and loss 
of life in Haiti, Cuba and the 
Bahamas before reaching the 
U.S. Beyond the effects at 
landfall, the storm followed a 
path off the southeast U.S.  
coastline for two days, drench-
ing much of coastline along 
its track with torrential rains.

AIR Worldwide estimates 
Matthew losses at US$2.2 bil-
lion to US$6.8 billion for the 
U.S. and US$600 million  
to US$2.0 billion for the 
Caribbean; Karen Clark & 
Company estimates insurers  
will pay US$7 billion 
for damages in the U.S. 
(US$3.48 billion for wind, 
US$3.43 billion for inland  
flooding and US$0.04 billion  
for storm surge); and 
CoreLogic, Inc. estimates 
insured property losses for  
both residential and commer-
cial properties from wind  
and storm surge damage at  
US$4 billion to US$6 billion. 

 
CAT BOND ISSUANCE SO FAR 
IN 2016 DOWN 15% FROM 
PRIOR-YEAR PERIOD: PCS
Year-to-date Cat bond issuance  
was down more than 15% 

compared to the prior-year 
period as a result of a usually 
light third quarter and a less 
usual quiet second quarter, 
Property Claim Services 
(PCS) reports.

The PCS Catastrophe Loss 
Index shows that insurers 
and reinsurers brought just 
two Cat bonds to market in 
the third quarter of the year.

“The decline in issuance 
year over year speaks to 
an interesting dynamic in 
the ILS market,” says Tom 
Johansmeyer, assistant vice 
president, PCS strategy and 
development, referring to 
insurance-linked securities. 

“Overall, ILS is growing. 
But, the capital is going to 
other vehicles,” Johansmeyer 
says. “Continued innovation 
may cause the use of certain 
structures (like Cat bonds) to 
rise or fall, but it will also help 
keep ILS relevant overall.”

While 2016 has not had a 
market-changing event from  
Cat activity, including the 
Fort McMurray wildfire, events  
“have revived discussions 
about such topics as unmod-
elled risks and loosening 
terms and conditions in 
treaties and ILWs (industry 
loss warranties).” 

COASTAL WETLANDS 
PREVENTED DAMAGES 
DURING SANDY: REPORT
More than US$625 million 
in property damages were 
prevented during Hurricane 
Sandy in 2012 by coastal 
wetlands along the northeast 
coast of the United States.

Using the latest modelling 
techniques, scientists from 
the conservation, engineering 

and insurance sectors found 
that where wetlands remain, 
the average damage reduction  
from Sandy was greater than  
10%, reports Lloyd’s of London.

Wetlands reduced property 
damages by almost 30% in 
Maryland and US$425 mil-
lion in New Jersey.  

Canadian 
Market

 
CANADIAN P&C INDUSTRY 
COMBINED RATIO IMPROVES 
TO 96% IN 2015 OVER 2014
The property and casualty 
insurance industry in Canada 
reported an aggregated com-
bined ratio of 96% in 2015, 
a three-point improvement 
from 99% in 2014.

The improvement was 
driven by fewer severe 
weather and catastrophe 
events, reports the Office 
of the Superintendent of 
Financial Institutions (OSFI).

The Canadian p&c industry, 
excluding mortgage insurance,  
had net income of $5.1 billion 
in 2015, a 13% increase 
over the previous year, mainly 
driven by strong underwriting 
results, OSFI states. 

 
ESURANCE LAUNCHES 
HOMEOWNERS INSURANCE 
IN ALBERTA
Online direct-to-consumer 
insurance company Esurance 
has selected Alberta as its 
Canadian launching pad for  
homeowners insurance.

The policy provides 
homeowners comprehensive 
protection, water back-up and  
additional living expense cover-

age to safeguard their homes, 
cover their belongings and 
protect their personal  
liability, notes the company, 
part of Allstate Canada.

Esurance’s homeowners 
insurance offers a wide 
range of coverage options, 
including standard coverage 
and packages based on a 
customer’s specific needs. 

NEW SINGLE-SOLUTION 
COVERAGE FOR ONTARIO 
WATER DAMAGE LOSSES
Unica Insurance has issued 
new water damage protection.

The single-product offering 
provides coverage for damage 
caused by overland flooding,  
ground water, surface water 
and sewer back-up. 

The cover is available in 
the “vast majority of regions 
throughout Ontario,” the in-
surer notes. It offers “unique 
coverage in the event of 
prohibited access or mass 
evacuation and additional 
living expenses for flood.” 

Risks
QUARTER OF POLLED 
CANADIAN SMES VICTIMS 
OF CYBER ATTACK: STUDY
One in four polled Canadian 
small and medium-sized 
businesses (SMBs) with 
annual revenue of more 
than $10 million have been 
victims of a cyber attack 
compared to one in 10 with 
annual revenue of less than 
$10 million, reports Internet 
security provider ESET.

The survey involved a 
sample of 1,003 Canadian 
adults who were interviewed 
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online. Respondents work in 
IT, are senior management 
or have a broad knowledge of 
their company’s IT policies 
and procedures. 

The risk of a cyber attack  
“grows exponentially after 
they reach the business 
milestone of $10 million in 
annual revenue,” ESET notes.

The ESET and Ipsos  
research shows one in five 
SMBs who have been a vic-
tim of a cyber attack suffered 
a significant loss to their 
business because of their in-
ability to service customers, 
65% report they can only 
function for “a few hours  
or days” without access to 
their data, and 15% say  
they would need to stop 
functioning immediately. 

 
ONE IN THREE ONTARIO 
DRIVERS ADMIT TO 
DISTRACTED DRIVING
About one in three (32%) 
polled drivers in Ontario admit 
to driving distracted because 
of their mobile devices, note 
results of an Ipsos survey 
of 801 licensed drivers in 
Ontario done for CAA South 
Central Ontario (CAA SCO).

The top 10 reasons for driv-
ing distracted are someone 
has called (44%); emergency 
purposes (33%); having to 
get in touch with someone 
the driver is meeting (27%); 
someone has texted (26%); 
the driver needs to talk to 
his or her spouse (21%); the 
driver needs to talk to his or 
her parents (17%); able to  
multi-task (15%); use for 
work (11%); bored at red 
light (11%); and need to 
speak to children (9%).

Claims
SASKATCHEWAN STORM 
SPURS $71 MILLION IN 
INSURED DAMAGE: CATIQ
A severe storm that swept 
through Moose Jaw, 
Saskatchewan in July has 
spurred more than $71 million 
in insured damage, reports 
Catastrophe Indices and 
Quantification Inc. (CatIQ).

On the evening of July 
22, a cold front caused 
severe thunderstorms 
across the southern parts 
of Saskatchewan, notes 
Insurance Bureau of Canada 
(IBC). A particularly severe 
storm formed over the north 
end of Moose Jaw.

Most of the 5,000-plus 
insurance claims filed 
related to hail damage. 
Across Moose Jaw, reports of 
damage to vehicles, windows, 
houses and other property 
were widespread, IBC adds.

 

Regulation
MOST CANADIANS 
DECIDEDLY SUPPORTIVE OF 
DISTRACTED DRIVING LAWS
Surveyed Canadians are 
“decidedly supportive” of the 
legislation that bans drivers 
from using hand-held devices 
in every province.

In all, 93% of respondents 
agreed with every Canadian 
province and territory — with 
the exception of Nunavut 
— having distracted driving 
legislation, which forbids the 
use of hand-held cellphones 
by drivers, notes the Insights 
West online poll that involved 

a representative sample of 
1,013 Canadian adults.

Despite the agreement with 
distracted driving legislation, 
only 51% of respondents 
say it has been effective in 
curbing use of hand-held 
cellphones behind the wheel. 

 

Technology
USE OF COMPARISON SITES 
TRAILING IN CANADA, U.S.
The use of comparison 
sites to buy auto and home 
insurance is developing 
rapidly, but continues to trail 
in Canada and the United 
States relative to the United 
Kingdom and continental 
Europe, notes Finaccord.

The consumer research 
covered Australia, Canada, 
France, Germany, Italy, 
Spain, the U.K. and the U.S.

As an eight-country average,  
46% of respondents switch-
ing their car insurance policy 
or buying one for the first 
time did so online, peaking 
at 74% in the U.K., but was 
as low as 17% in Canada. 

More than 40% of the 
same constituency in the 
U.K. used an aggregator to 
take out car insurance, but 
this figure was less than 5% 
in both Canada and the U.S.’ 

INSURERS SHOULD LOOK AT 
INSURTECHS AS PART OF 
THEIR DIGITAL STRATEGIES
Insurance sector chief infor-
mation officers (CIOs) should 
expand their market insight 
concerning the innovation 
and disruption potential of 
insurance technology start-ups 
(insurtechs) to complement 

their digital insurance strate-
gies, notes Gartner, Inc.

In all, 80% of life and 
property and casualty insurers 
worldwide will partner with  
or acquire insurtechs to 
secure their competitive  
positions by the end of 
2018, the company notes.

But only 12% of insurance 
business and IT leaders 
consider their organizations 
to be digitally progressive. 
Reasons for this include 
a lack of agility caused by 
legacy IT systems, flat IT 
budgets and a lack of the 
right skills or the delivery 
models to support innovative 
business models. 

GROUP OF INSURERS, 
REINSURERS LAUNCH 
BLOCKCHAIN INITIATIVE B3I
Five insurers and reinsurers  
— Aegon, Allianz, Munich 
Re, Swiss Re and Zurich — 
have launched the blockchain  
insurance industry initiative  
B3i, to explore the potential 
of distributed ledger tech-
nologies to enhance service.

The companies have agreed 
to co-operate for a pilot 
project, using anonymized 
transaction information and 
anonymized quantitative 
data, to achieve a “proof-
of-concept for inter-group 
retrocessions by the use 
of blockchain technology,” 
reports Munich Re. 

“If blockchain technology 
proves viable, it could well 
streamline paperwork and 
reconciliations for (re)insur-
ance contracts and acceler-
ate information and money 
flows, while greatly improving 
auditability,” it adds. 
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As more 
Millennials 
are becoming 
involved in 
commercial 
insurance 
purchasing 
decisions, 
incoming Toronto 
Insurance 
Conference 
president 
Michael Loeters 
is focusing on 
helping brokers 
prepare for the 
rise of fintech.
As a founder of a dot-com 
start-up during the late 
1990s, Michael Loeters  
has an understanding of  
the disruptive influence  
of technology.

“The way we fundamen-
tally do business, even in the 
commercial insurance space, 
has not changed significantly  
in 50 years,” points out 
Loeters, scheduled to take 
over from Sean Duggan as 
president of the Toronto 
Insurance Conference (TIC) 
this coming March.

“There are a number of 
technology companies and 
platforms and business 
models that are coming out 
now that are really going to 
start disrupting the industry,” 
he suggests. 

“It’s probably going to  
start with small business  
to begin with, in the way 
that it’s disrupting personal 
insurance, but those tech-
nologies will eventually have 
a significant impact on the 
way that we start to service 
our mid and large clients  
as well,” he says.

To ensure brokers get ready 
for this change, Loeters aims 
to help educate TIC members 
on the upcoming impact  
that fintech will have on  
the insurance industry. 

“As the Millennial gen-
eration steps into more and 
more management positions 
and start to take more and 
more control of the insurance  
programs of corporations, 
their expectations of a 
broker — how they are going 
to be serviced and the tools 
that you are going to make 
available to them — are 
different,” says Loeters, vice 
president and associate  
of BFL Canada Risk and 
Insurance Services Inc. 

“Our industry is largely  
unprepared for that,” he says.

As part of its efforts to help 
prepare brokers, Jesse Hirsh, 

founder and president of 
management consulting  
firm Metaviews Media 
Management Ltd., has been 
invited to address TIC’s  
annual Black Tie dinner.

Hirsh “is kind of a futurist, 
who is going to be talking 
about the evolution of the 
insurance industry,” Loeters 
relayed in advance of the 
event in November.

“There are billions and 
billions and billions of dollars 
being invested by private  
equity firms into these 
fintech start-ups, and a lot  
of them are focused on 
disrupting the insurance 
industry,” Loeters points out. 

“Not all of them will be 
successful, but there will be 
a certain percentage of them 
that are, and our industry  
is ripe for disruption. We  
can either be reactive or 
proactive,” he says.

When he takes over as 
president of TIC, an associa-
tion of Ontario commercial 
brokerages, Loeters says he 
plans to “focus a lot” on the 
evolution of the industry.

“I feel as if I have some 
competency in that because 
it’s a technology thing,” he 
notes. At BFL Canada, for 
example, one of his roles is 
leading the cyber practice, 
while his core specialty is 
professional liability.

SCIENCE OF BROKING
Raised in Aylmer, about 
40 kilometres southeast of 
London, Ontario, Loeters was 
active in Junior Achievement 
while attending high school 
in nearby St. Thomas. He 
went on to graduate from 
Wilfrid Laurier University in 
Waterloo with a degree in 
political science.

Chubb Insurance Company 
of Canada “recruited me 
right out of university and I 
worked for them for a couple 
of years in the personal in-
surance area,” Loeters says. 

“I left the insurance 
industry for the technology 
industry for a while and then 
I came back to the insur-
ance industry and worked 
for Chubb a second time. 
The second time I worked 
for Chubb I was a technology 
underwriter,” he says.

Before returning to Chubb 
Canada in 2001, Loeters had 
been a branch manager for 
IT services firm Softchoice 
Corporation from 1997 
through 1999. “I ran the 
sales organization and then 

Forward Looking

“Our industry is 
ripe for disruption. 
We can either 
be reactive or 
proactive.”
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left Softchoice and started a 
dot-com in the dot-com era,” 
he reports. 

From 1999 through 2001, 
he was a consultant for Web 
Front Communications. “It 
sounds more glamorous than 
it was,” he quips. 

“The tech bubble had burst 
and we could not raise any 
more capital,” he says. That 
being the case, Loeters and 
his partners decided to sell 
the dot-com.

“I wasn’t a programmer,” 
he says. “I was that person 
who would go in and figure 
out what the business  
requirements were, create  
a business case and then 
work with my technical  

team to translate the business  
requirements to technical 
requirements,” he adds.

“That skill set is some-
thing that was very easily 
transferable to the insurance 
industry because we do  
the same thing,” Loeters  
suggests. “We are trying to 
figure out what makes our 
clients’ businesses tick, what 
is important to them, what 
are the things that are the 
greatest risk to them,  
and then translate that 
understanding of the  
business into architecting an 
insurance program, which 
is technical, into something 
that makes sense,” he says.

After leaving Chubb 

Canada, Loeters worked 
about seven years for Jones 
DesLauriers Insurance 
Management Inc., represent-
ing Jones DesLauriers on 
TIC’s Board of Directors.

“I have a strong belief in 
what the TIC does, and one 
of their things is representing  
the interests of commercial 
insurance-oriented broker-
ages,” he says. 

“At the provincial and 
at the national level, there 
is a lot of weight towards 
personal insurance,” Loeters 
notes, “and for those  
brokers who are more 
focused on commercial  
insurance, our needs are 
sometimes a bit different.”

One of TIC’s mandates 
is to advocate for common 
concerns and issues of its 
members. And one of those 
issues, Loeters says, is 
infrastructure.

“There is a propensity for 
government to spend that 
money on things that  
people can see, that they  
can point to at election time, 
but those are not necessarily 
the most critical things  
that our economy needs,”  
he emphasizes. 

An important thing the 
economy needs is “infra-
structure that is going to 
reduce claims,” such as 
sewers and watermains, he 
contends. “We continue to 
advocate with Parliament Hill 
to try and make sure a good 
percentage of those funds 
are focused on those types  
of projects,” he reports.

With almost 15 years 
of commercial insurance 
experience under his belt, 
Loeters’s take is that the field 
is “becoming increasingly a 
specialist’s game.”

Insurance coverages are 
“becoming more complex, 
and so you can’t be an expert 
in everything,” he suggests of 
the commercial market. 

“I think, clearly, people 
in our industry are going to 
have to become increasingly 
specialized on an industry 
segment,” Loeters adds. 
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Lights 
Out

Space weather risk could 
have significant implications 
for Canada and its property 
and casualty insurance 
industry, including supply 
chain disruption, business 
interruption and equipment 
loss. With Toronto and 
Vancouver within a band 
of heightened geomagnetic 
activity, the industry 
should consider extreme 
geomagnetic disturbance 
across all relevant lines 
of business as part of 
catastrophe planning.

In March 1989, a solar storm on the surface of 
the sun ejected a very large and fast coronal mass 
ejection. Slamming into the earth, it created a 
geomagnetic storm that led to the electrical col-

lapse of the Hydro-Quebec grid for nine hours, 
disrupting power for 6 million customers. The 
resulting total cost has been estimated at more 
than $2 billion.

Events are possible that are two, maybe even 
three times, the size of the 1989 event, yet there 
remains relatively little evidence to help under-
stand how the technological systems on earth 
will respond, creating complex potential eco-
nomic and insurance implications. 

Solar storms can lead to significant disturbances 
on earth and disrupt the functioning of a wide range 
of critical systems upon which economies depend. 
This includes the electricity grid, digital commu-
nications, satellite services and aviation networks. 

Disruption to the power sector is particularly 
problematic, as Canadians saw in 1989. Failure 
can cascade to other critical infrastructure systems, 
interrupting business activities and inducing a 
range of other economic and social consequences 
that can affect the national and global economy.

The biggest solar storm on record is the Car-
rington Event of 1859, which severely affected 
telegraph operations across the globe. More than 
150 years later, having become much more re-
liant on electrical and other key technological 
systems, the level of resilience to this threat re-
mains unknown.

An extreme geomagnetic disturbance could 
generate geomagnetically induced currents that 
could initiate permanent damage to extra high-
voltage (EHV) transformers. There are potentially 
severe consequences for business continuity; yet 

Edward  
Oughton  
Research Associate,
Centre for Risk Studies, 
Judge Business School, 
University of 
Cambridge 

Il
lu

st
ra

ti
on

 b
y 

S
co

t 
R

it
ch

ie



13November 2016 Canadian Underwriter

Il
lu

st
ra

ti
on

 b
y 

S
co

t 
R

it
ch

ie

measures were implemented to increase 
the resilience of the Canadian power grid 
to geomagnetic disturbances. 

However, while Canada may be more 
prepared than other countries, the zone 
of intense geomagnetic activity could 
shift toward the equator under extreme 
conditions and affect some states south 
of the border that are less prepared for 
this threat. 

A large number of factors can influ-
ence space weather risk. The two most 
significant are high geomagnetic lati-
tudes and highly resistive deep-earth 
ground conductivity.

The former are significant because they 
are closer to the earth’s auroral electro-
jet; a heightened band of activity exists 
from 50° to 55° geomagnetic latitude. 

such high-value assets are not necessar-
ily easy to procure and replace quickly. 

The average lead time for a bespoke 
domestically manufactured EHV trans-
former is five to 12 months, and even 
longer for internationally manufactured 
transformers. Moreover, there can be 
protracted delays in physically install-
ing these transformers because of their 
size and weight, which require special-
ist transport and permits to move them 
along their chosen route. 

CANADIAN EXPERIENCE
Following the 1989 Quebec incident, 
the Canadian government placed a large 
emphasis on understanding the potential 
space weather risk to the electricity grid. 
Consequently, considerable mitigation 

In the northern hemisphere, this geo-
magnetic latitude band includes the cit-
ies of Toronto, Vancouver, Chicago and 
New York.

For the latter, highly resistive deep-
earth ground conductivity means geo-
magnetically induced currents are less 
likely to dissipate into the earth, instead 
following the path of least resistance 
into the electricity transmission net-
work. This was a factor in the Hydro-
Quebec event.

The Helios Solar Storm scenario de-
veloped by the Cambridge Centre for 
Risk Studies, published earlier this year, 
considered the consequences of an ex-
treme solar event affecting the United 
States. It estimated that insured losses in 
the U.S. could be between $65 billion 
and $436 billion, depending on the ex-
tent of the physical damage and speed 
of recovery, out of total economic dam-
ages of $1.3 trillion to $2.6 trillion. 

An event of this magnitude would 
inevitably have a knock-on effect on U.S. 
international trade, and the three coun-
tries likely to suffer the biggest impact 
are Canada, China and Mexico because 
of the size of their trading relationships 
with the U.S.

Even if Canada escaped relatively un-
scathed, significant, prolonged disruption 
in the U.S. could have many indirect 
supply chain impacts for Canadian firms. 
The downstream supply chain effects 
would be the most significant, totalling 
roughly 60% of the lost value-added 
from a disruptive event in the U.S., 
because manufacturing is the industry 
likely to suffer the most. 

Hence, Canadian firms may not have 
available materials, components and 
services that they usually import from 
the U.S.. If substitute goods and services 
are not available, revenue and economic 
output will be lost. 

The indirect upstream supply chain 
impacts, accounting for the remaining 
roughly 40% of the lost output, would 
arise because U.S. firms did not buy 
goods and services from Canadian firms 
as a result of disruption to their pro-
duction activities. 

A 

Aurora Borealis 
Airglow

– Goose Bay

l

– Labrador City

Manicougan Crater 

Credit: (upper) NASA Earth Observatory; (lower) Cambridge Centre for 
Risk Studies, Helios Solar Storm Scenario, Figure 5 



was an exceptionally calm period of space 
weather, and even so, the research showed 
there can be a wide variety of significant 
equipment loss and related business inter-
ruption (BI) claims for the insurance industry.

Related BI is the key issue for Canadian 
businesses that do not themselves suffer 
power failure or physical damage. The 
insurance response will depend on what 

INSURANCE RELEVANCE
One of the few pieces of research that 
has actually looked at insurance claims 
in relation to space weather activity is 
by Karel Schrijver of Lockheed Martin 
Advanced Technology Centre and oth-
ers, published in 2014. 

It analyzed 11,242 insurance claims 
from 2000 through 2010 for equipment 
losses and related business interruptions 
in North American commercial organi-
zations associated with damage to, or 
malfunction of, electrical and electronic 
equipment. Claims rates were higher on 
days with elevated geomagnetic activity 
by approximately 20% for the top 5% 
and by about 10% for the top third of 
most active days ranked by daily maxi-
mum variability of the geomagnetic field.

The authors found that, on average, 
500 claims within North America could 
be attributed to large-scale geomagnetic 
variability in the low-voltage power dis-
tribution network. 

Much of this period, 2000 to 2006, 

cover they have for non-damage or con-
tingent business interruption, as the Fort 
McMurray wildfire has demonstrated. 

Such policies are currently available 
on the Canadian market, but it is not 
clear how widely businesses buy them.  

There is increasing interest in under-
standing extreme space weather as an 
emerging risk for the insurance indus-
try. In 2015, the Bank of England’s Pru-
dential Regulation Authority included a 
solar flare/geomagnetic storm as one 
of the 11 stress tests recommended for 
insurers to estimate losses. 

Lloyd’s of London also offers an op-
tional space weather event scenario as 
part of its realistic disaster scenarios for 
underwriters to use, although it con-
centrates on satellite risks and not the 
impact to business that could result from 
a long-term power outage.

HOW BAD COULD IT BE?
There are two opposing schools of 
thought on the potential impact of ex-

While Canada may be 
more prepared than other 
countries, the zone of 
intense geomagnetic 
activity could shift  
toward the equator under 
extreme conditions and 
affect some states south 
of the border that are less 
prepared for this threat.
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treme space weather. Some believe the 
potential damage would not be that large 
and stakeholders are relatively well-pre-
pared to deal with an extreme geomag-
netic disturbance. 

The worst-case scenario is seen as an 
electrical collapse of the transmission 
grid, probably initiated by loss of volt-
age stability that would consequently pro-
tect the power system assets from damage. 
The grid connections could then be re-
established, leading to a disruption only 
lasting hours or a few days. 

On the other hand, there are those 
who believe damage might be initiated 
before a system loses stability or could 
even occur outside the region of the 
electrical collapse. If so, the result could 
be extensive damage to equipment and 
a catastrophe scenario where blackouts 
last weeks or even months, until exposed 
EHV transformer assets (with many sup-
ply chain issues) are replaced. 

There is still disagreement among the 
experts on these perspectives, so it is not 

surprising the 2015 U.S. National Space 
Weather Action Plan emphasizes the need 
for improved assessment, modelling and 
prediction of the impact of this threat 
on critical infrastructure systems. 

For the insurance industry, estimating 
the likelihood of an extreme geomag-
netic disturbance is a challenging task 
due to the limits of available data. Car-

rington or Quebec-sized extreme space 
weather is a random phenomenon, 
meaning it could happen at any time. 

It is something that should be consid-
ered across all relevant lines of business 
as part of catastrophe planning, espe-
cially for geomagnetic latitudes between 
50° and 55°, a band that, as noted, in-
cludes Toronto and Vancouver.     
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Quake Stakes 

The “not if, but when” argument — quickly and 
encouragingly becoming well-entrenched for cyber 
risk — could have a new partner in earthquake. 

True, the near-daily barrage of articles about the 
latest organization to have been hit by cyber woes 
seems more relatable than an event, even on a 
smaller scale, most have never experienced and 
for which grasping the impact is a challenge. 

Even so, a catastrophic and likely uninsurable 
natural disaster poses a very real threat to the 
property and casualty insurance industry.

It was a scenario explored in the recent C.D. 
Howe Institute commentary, Fault Lines: Earthquakes, 
Insurance and Systemic Risk. 

“The fault lines from a major earthquake in 
Canada could quickly spread through the insur-
ance industry and have a systemic financial im-
pact. Policymakers should take several steps now 
to avert this chain of events,” writes Nicholas Le 
Pan, a senior fellow at the institute and a former 
federal superintendent of financial institutions.

Although policymakers have paid plenty of 
attention to the banking system since the finan-
cial crisis of 2007-2008, “the inevitability of an 

earthquake in Canada poses a similar systemic 
financial risk for the insurance industry and the 
economy as a whole, and similar remedial ef-
forts are required,” Le Pan emphasizes. Still, “no 
equivalent discussion exists for the impacts of 
natural disasters to Canada’s economy,” he adds.

“A gap exists in Canada between the poten-
tial losses from a severe event and the insurance 
industry’s capacity to withstand such a catastro-
phe,” Le Pan explains. Further, a severe quake 
would exceed the ability of the Property and Casualty 
Insurance Compensation Corporation (PACICC) 
to meet policyholder claims if losses were be-
yond $30 billion.

Le Pan recommends that Ottawa adopt a federal 
emergency backstop arrangement to serve as a last 
resort for p&c insurers to minimize the systemic 
financial impact associated with such an event.

“A federal, last-resort, backstop guarantee could 
kick in beyond an industry-wide trigger of ex-
pected losses, say those associated with a one-
in-500 earthquake — currently approximately 
$30 billion to $35 billion,” he notes. “This loss 
estimate would be updated periodically,” he writes, 

Angela 
Stelmakowich 
Editor

It may be time to consider not only the unthinkable, but the uninsurable, 
when it comes to natural disasters. A large earthquake could be a solid 
candidate for such a scenario, demanding measures that give property 
and casualty insurers a fighting chance against insolvency.
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Yet, looking globally, “Canada is an 
outlier with no federal financial in-
volvement to either cap exposure or 
provide or even facilitate backstop ar-
rangements for very severe earthquake-
related events,” Le Pan writes.

With the proposed backstop, “the 
trigger would be an event with losses 
beyond the level that the Office of the 
Superintendent of Financial Institutions 

which could help “to promote further 
industry risk-sharing.”

The commentary notes Canada has 
well-known backstop arrangements for 
the banking industry, but such formal 
protection from the impacts of natural 
disasters is non-existent. Ottawa does 
backstop nuclear operators for losses 
above a $1-billion liability limit (and 
similarly for offshore oil spills).

(OSFI) requires insurers to provide for;  
i.e., a one-in-500-year event as of 2022.” 
Some government responsibility, “would 
provide an incentive for authorities to 
keep mitigation measures (e.g., build-
ing codes) as up to date as possible.”

In step with the backstop, Le Pan notes 
it would be important to bolster PACICC 
“to deal with insurance industry prob-
lems and reduce systemic impacts from 
severe catastrophes,” by allowing the 
body to effectively intervene, including 
isolating earthquake business from oth-
er insurance business, and borrowing, 
perhaps from the federal government, 
to reduce liquidity needs in a crisis, be-
fore insurance companies in financial 
difficulty become insolvent. 

“In the case of a catastrophe, a liquid-
ity problem can become an industry-
solvency crisis as assessments on healthy 
companies turn out to be too much for 
them to bear and maintain solvency re-
quirements,” Le Pan points out. 

The approach “would bridge more 
effectively the time between paying 
claims against failed companies and 
when assets to meet those claims are 
available,” he adds.

In a statement, Paul Kovacs, president 
and chief executive officer of PACICC,  
since urged the federal finance minister 
to look at the policy recommendations. 

Noting Canada’s p&c companies can 
likely pay as much as $30 billion from 
insured losses from a major quake, “be-
yond this threshold, however, the risk 
of financial contagion rises sharply be-
cause the financial health and stability 
of surviving insurance companies be-
comes threatened by the need to fund 
the compensation paid to the policyhold-
ers of insolvent insurers,” Kovacs said.

OSFI superintendent Jeremy Rudin, 
recently suggested that regulators can up 
capital requirements to cover an extreme 
event, like a severe earthquake, but main-
taining balance is key.

Speaking at the 2016 National Insur-
ance Conference of Canada, Rudin ex-
plained that “we have picked a spot for 
capital requirements on earthquake that 
needs to balance the interest of the poli-
cyholders and, at the same time, allow 
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education on a number of fronts to clear 
the hurdle that a remote event does not 
equate to an impossible event. 

Le Pan urges insurance industry bod-
ies, as well as federal and provincial 
governments, to undertake awareness 
programs to enhance homeowners’ un-
derstanding of catastrophe risks. “This 
should encourage Canadians to evaluate 
the merits of disaster insurance cover-
age, particularly in the Quebec City-
Montreal-Ottawa corridor where such 
insurance penetration is far too low.”

Taking part in the Global Leaders 
Panel at NICC, John Charman, chairman 
and chief executive officer of Endurance 
Specialty Holdings Ltd., suggested “the 
reality of the numbers that we are us-
ing for what we believe may be extreme 
risk for either economic loss or insured 
loss, I think, are fractions of the reality 
from what we may have to deal with, let 
alone the human misery and suffering 
that will have to be dealt with for years 
thereafter.”

companies to take reasonable risks.”
A high-intensity earthquake in a large 

urban centre is “a peak peril that has 
a loss potential greater than any other 
event. Indeed, catastrophic losses from 
earthquakes may pose a threat to the finan-
cial well-being of many p&c insurers.”

By complying with OSFI’s Minimum 
Capital Test (MCT) “insurers take a big step 
towards being financially prepared for an 
earthquake,” he said, but emphasized the 
MCT requirements are “not a safe harbour 
for earthquake preparedness.”

Le Pan writes some 40% of Canadi-
ans live in areas classified as “moderate” 
or “high” risk for earthquake. “From an 
economic perspective, this is a classic low-
probabilility, severe-impact tail-risk event. 
However, from a public-policy perspec-
tive, it pays to think of a severe earthquake 
as a certain event whose timing is uncer-
tain, and plan accordingly,” he adds.

That may be why it is so critically 
important for all stakeholders to do 
their parts. That will demand additional 

Should there be a large quake, Mike 
Sapnar, president and chief executive of-
ficer of Transatlantic Reinsurance Compa-
ny, said during the panel “you’re going 
to be in a situation where people are out 
of work, you’re not going to be collect-
ing property taxes, people are going to 
be moving to new locations, you’re go-
ing to have potentially major economic 
centres gone and that means your rev-
enue is shrinking at a time when you 
need to be spending to rebuild.”

Added Mark Cloutier, group chief ex-
ecutive officer for Brit Insurance Ltd., 
“If we think Fort McMurray is an inter-
esting loss, and it was a bit of a surpris-
ing loss, I shudder to think what lique-
faction is going to do to Richmond and 
to Delta and to the Fraser River system 
(in British Columbia).”

The loss, Cloutier said, “could be so 
enormously beyond what anyone is ex-
pecting, we really, as an industry, need to 
get down to the science of this to really 
truly identify the exposure and risk.”     

http://www.clcnow.com
http://www.harmonie.org
http://www.dacbeachcroft.com
mailto:clcrobinson@mccagueborlack.com
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Unknown 
Roads Ahead

Automated and fully autonomous vehicles (AVs) 
are potentially among the most disruptive tech-
nologies since the advent of the automobile 
itself. Predictions as to when AVs will actually 
hit the road are constantly being revisited, with 
Borden Ladner Gervais’ recent report, Autonomous 
Vehicles: Revolutionizing Our World, suggesting as early 
as 2018. Directly in the cross hairs of the revolu-
tionary change AVs will bring is the property and 
casualty insurance industry, particularly personal 
and commercial auto insurance. 

DRIVING FORCES FOR AUTOMATED  
AND DRIVERLESS CARS
For Transport Canada and the p&c insurance in-
dustry, the desire to reduce personal injury and 
death on roadways underscores the push for au-
tomated and fully autonomous vehicles. While 
steadily declining over the years — thanks to 
technological, legal and social changes — motor 
vehicle accidents are still a leading cause of ac-
cidental injury and global mortality, killing more 
than 1.25 million people each year, about 2,000 
of them in Canada, reports a 2016 research pa-
per from the Insurance Institute of Canada (IIC). 

While declining, fatalities per 100,000 popula-
tion were 5.2 in 2014, from 5.5 in 2013, notes 
the report, Canadian Motor Vehicle Traffic Collision Statistics 
2014. And the National Highway Traffic Admin-
istration (NHTSA) in the United States voiced its 
excitement about the positive influence of highly 
automated vehicles on crashes, 94% of which can 
be tied to human choice or error. 

Some accidents will still occur as a result of 
technology malfunctions or environmental con-
ditions, and particularly as AVs evolve from semi-
automated to self-driving. During this evolution, 
as either human operators or vehicles can be in 
control of driving functions, complex questions 
as to fault will arise. It seems clear, however, that 
collisions, and their severity, will decrease. 

Figures from Insurance Bureau of Canada’s 
2015 fact report show about 110 private p&c com-
panies competed for auto insurance business. 

Direct written premium for total auto in 2013 
amounted to approximately $21 billion, exclu-
sive of government-owned insurers.

In 2013, Canadian private p&c insurers paid 
out about $15.1 billion in net claims to policy-
holders for all types of auto insurance coverage. 
Of that, private passenger insurance accounted 

Robert Love  
Partner and 
National Leader,
Product Liability 
and Automotive 
Focus Groups,
Borden Ladner 
Gervais, LLP

Il
lu

st
ra

ti
on

 b
y 

S
co

t 
R

it
ch

ie

Consensus seems to be that 
automated vehicles will 
reduce collision numbers  
and severity — and with this,  
a shift in the determination 
of liability — thereby 
impacting underwriting, 
policies, coverage and the 
law. Now is the time for 
insurers to get ahead of the 
curve and determine the 
associated risks.
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writing, product management and claims 
will all require significant adjustment as 
AVs enter the market and that opportuni-
ties exist to develop different products to 
cover them, thereby opening the door for 
new competitors. At the same time, many 
anticipate increased consolidation among 
traditional market players.

However, the picture is more compli-
cated than that. The speed at which AVs 
are entering the market has greatly in-
creased — creating an immediate need to 
resolve issues related to determination of 
fault policy wordings, coverage levels and 
underwriting, particularly as the claims 
history of the past becomes irrelevant. 

COLLISIONS: WHO IS AT FAULT? 
International SAE Standard J3016, Taxonomy 
and Definitions for Terms Related to On-Road Motor 
Vehicle Automated Driving Systems, is used by 
Ontario Regulation 306/15 and defines 
five stages of automation — no auto-
mation all the way to fully automated 
— dividing vehicles into levels based on 
“who does what, when.”

A Conference Board of Canada report, 

for more than $10 billion. The national 
average cost per claim for private passen-
ger auto insurance was $9,696. 

AVs are expected to significantly im-
pact these dollar amounts.

A 2015 white paper by KPMG notes 
vehicles equipped with front-crash pre-
vention technology have a 7% to 15% 
lower claim frequency than those without. 

A conservative guesstimate of a 25% 
reduction in collisions within 10 years 
would translate to payouts decreasing by 
about $4 billion. With lower losses, lower 
premiums should follow. 

However, IIC points out new technolo-
gies may increase the purchase price of 
vehicles and the cost of collision repairs.

The KPMG white paper further notes 
that few surveyed insurers had taken 
any action on AVs because they thought 
it was too early, and any significant im-
pact would not occur for 10 years. Only 
10% of respondents said they felt very 
prepared for driverless vehicles, and a 
mere 10% had developed a strategic plan 
to deal with their impact. 

Insurers reported believing that under-

released this past January, states the 
evolutionary nature of AVs means early 
models will operate on the principle 
of shared driving between the human 
driver and the technology: vehicles will 
drive autonomously in certain condi-
tions (for example, below a particular 
speed or in specific types of weather) 
and will revert to traditional, manual 
driving in all other conditions or at the 
request of a human driver.

AVs bring with them increased em-
phasis on product liability. For highly 
automated vehicles, in the absence of 
legislation assigning owner liability, it 
would seem that manufacturers would 
be liable for damages arising from sys-
tems alleged to have failed. 

Insurers and counsel will have to be 
intimately familiar with automated sys-
tems to ensure they work as designed. 
And manufacturers and entities sup-
porting AVs will face new or increased 
exposure to litigation. 

However, this scenario is likely a few 
years away, leaving insurers to assess risk 
in what will be a mix of conventional 

http://www.winmar.ca


critical evidence and then commence an 
action alleging that system was engaged, 
but failed, thus causing the accident. 

Highly autonomous vehicles, at some 
point, may communicate with third-party 
services that also store, at least tempo-
rarily, huge amounts of data. Who has 
access to this data, and in what circum-
stances, is unclear. That said, following 
an accident, claims resolution would 
benefit from full access.

Even when it is clear that an automated 
system engaged properly, manufactur-
ers may face other allegations. Did they 
properly educate the operator about how 
to use the technology and its limitations? 
Did they design a warning system so 
that the operator could safely re-engage 
operation? 

Manufacturers will increasingly become 
part of the litigation process, at least until 
such time as the courts provide guid-
ance on the legal standard of care they 
are expected to meet. This is particular-
ly relevant in vehicles that require the 
driver to monitor operation and take 

However, this scenario is likely a few 
years away, leaving insurers to assess risk 
in what will be a mix of conventional 
vehicles on the roads alongside various 
levels of automated vehicles. It does not 
seem likely or desirable at this point that 
the legislature intervene in an effort to 
allocate liability given the myriad situa-
tions that may arise.

It would be overly simplistic to view 
operators as liable where they are in 
control at the time of the accident and 
manufacturers as liable when the vehicle is 
in control. Knowing “who was in charge” 
at the time of an accident is pivotal to 
determination of fault. 

Manufacturers are encouraged to de-
velop systems that record whether auto-
mated systems are engaged or disengaged 
at all times, including “who” prompted 
disengagement. Such data, captured by 
event recorders, needs to be accessible 
after a collision and retained. 

Canada’s law of spoliation must evolve 
to create heavy sanctions on operators 
and owners who allow destruction of this 

control when necessary, with or with-
out warning from a system. 

Over the short term, collisions caused 
by consumer misunderstanding of tech-
nology will occur, particularly within the 
existing climate of accidents caused by 
driver distraction. 

A recently released survey from the 
Traffic Injury Research Foundation found 
almost one in six polled Canadians be-
lieved that they would not have to be 
attentive when driving a semi-automated 
vehicle, and that they would not have 
to be prepared to take control of it un-
expectedly. In fact, a startling 10% of 
respondents said they would be more 
willing to sleep or nap and 9% would 
be more willing to drink and drive.

A disconnect exists between what driv-
ers see as fully automated self-driving 
vehicles and what is and will be the re-
ality for the next 10 years or longer. 

Sorting out whether an accident was 
caused by driver distraction or failure to 
take reasonable care in understanding 
the limitations of automated systems, or 
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by the manufacturer based on failure to 
warn, will have to be sorted out on a 
case-by-case basis through the courts. 

Additionally, AVs may also expand the 
scope of sources for potential liability 
to other systems with which they com-
municate — from GPS and weather sys-
tems through to infrastructure such as 
traffic lights and even other vehicles.

Interestingly, NHTSA has asked man-
ufacturers to “take into account that 
— despite laws and regulations to the 
contrary — human drivers may be inat-
tentive, under the influence of alcohol 
or other substances, drowsy or physi-
cally impaired in some other manner.” 

A number of questions need to be 
considered. When vehicles are perform-
ing driving functions, what is the driver 
supposed to be doing? Is it reasonable to 
assume that drivers will not be distracted 
while automated systems are in control? 

THE ROAD AHEAD
Already leveraging technology and data 
from the Canadian Loss Experience Au-

tomobile Rating system, which identifies 
the average size and frequency of claims 
for most cars, there is also the potential 
influence of usage-based insurance (UBI). 
Currently, Ontario, Quebec and Alberta 
allow UBI under specific conditions. 

UBI could change the relationship be-
tween insurer and consumer by providing 

value-added services such as collision 
assistance and car diagnostics, but the 
extent to which these will be part of AVs 
in the future is unknown.

Some industry analysts believe future 
car ownership could significantly drop. 
The consumer may be one individual, 
a pool of individuals or a commercial 
entity providing car-sharing services. 

Personal driving histories will become 
irrelevant at some point, other than, 
perhaps, for distances clocked.

Insurance companies will need to 
deal with the changes in premiums, 
claims, policies and policy owners, cover-
age, underwriting, product management, 
new laws and regulatory frameworks, 
determination of fault, and even job 
displacement. 

While the number and severity of col-
lisions will certainly decline, the advent 
of AVs raises, at this time, more ques-
tions than answers for the p&c industry. 
It will be interesting to watch how the 
number of licensed drivers and the de-
mographics change as a result.     
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The role of urban centres as economic powerhous-
es has never been more apparent. A 2011 report 
from McKinsey & Company notes 600 cities are 
projected to generate more than 60% of global 
growth to 2025. Not only are populations more 
urban, but they are interconnected, fuelling the 
efficiencies of today’s truly global economy. 

This interconnectivity, though, comes at a price, 
as it ratchets up vulnerability to systemic shocks 
with far-reaching effects. For example, the digital 
networks that seamlessly connect organizations 
with their clients and vendors across the globe 
can be exploited by hackers with malicious in-
tent. This, in turn, can have an impact on every-
thing from infrastructure to supply chains and 
sales revenues. 

The important role that cities play as the prin-
cipal drivers of economic growth demands con-
certed attention be paid to the disruptive threats 
that may jeopardize their progress.

WHAT IS AT STAKE?
The Lloyd’s City Risk Index 2015-2025 analyzes the 
exposure of 301 leading cities around the world 
to 18 threats, calculating the economic output 
at risk over a 10-year period. Based on original 
research by the Cambridge Centre for Risk Stud-

ies at the University of Cambridge Judge Busi-
ness School, the index shows how governments, 
businesses and communities are highly exposed 
to systemic and catastrophic shocks. 

Investing in greater resilience — from better 
infrastructure to increased insurance protection 
— represents the first step in addressing these 
vulnerabilities.

The index found potential losses from man-
made and natural threats for 35 major cities in 
North America over the next decade could total 
US$616.95 billion. The greatest threat for cities 
in the United States and Canada is a market crash 
(US$170.32 billion), followed by oil price shock 
(US$96.24 billion), cyber attack (US$93.34 bil-
lion), flood (US$76.82 billion) and human pan-
demic (US$56.51 billion). 

While, historically, the focus has been on natural 
catastrophes, as evidenced by the greatest vulner-
ability — market crash — the findings underscore 
the increasing significance of man-made risks. 
Globally, all man-made threats together in the study 
are associated with almost half of total gross do-
mestic product (GDP) at risk.

Despite the fact that man-made risks are an 
increasing concern, emerging threats are also hav-
ing a growing impact. Cyber attack, human pan-

Sean Murphy 
President, 
Lloyd’s Canada

Cities represent key economic engines and making them more 
resilient is critically important in light of the changing global risk 
landscape. In Canada, natural catastrophes are a risk unlikely 
to ever fall off the radar, but man-made threats are on the rise, 
demanding concerted efforts and forward-thinking strategies.

City        Views
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sumption and supply chains. 
Looking back, the SARS epidemic that 

arrived in Hong Kong in 2003 had a 
serious economic impact, the most sig-
nificant on demand. Local consumption 
and the export of tourism-related services 
were severely impacted. 

Tourism’s value dropped from about 
US$36.4 billion in 2002 to US$29.3 bil-
lion in 2003. Sales dropped up to 50%, 
leading to a subsequent impact on sup-
ply chains. 

More recently, the Ebola outbreak in 
2014 served as another reminder of the 
need for established disaster-related fi-
nancing mechanisms. 

Insurance plays a crucial role in terms 
of solutions, with a number of different 
types of coverage coming into play as it 
relates to pandemics, including, but not 
limited to, the following: health insur-
ance, travel insurance, workers’ compen-
sation, employers’ liability, directors’ and 
officers’ liability, medical errors and 
omissions, medical malpractice, business 
interruption and contingent business in-
terruption, event cancellation and con-
tingency cover.

TORONTO OUTLOOK
Taking a closer look at Toronto, the city’s 
economic profile is strongly weighted to-
ward man-made threats, which represent 
more than 60% of the city’s total GDP at 
risk. Notable man-made threats for To-
ronto include market crash, cyber attack, 
nuclear accident and power outage. 

As a financial hub, the Toronto Stock 
Exchange (TSX) is particularly attractive 
for mining stocks. In 2014, mining com-
panies raised $8.9 billion on the TSX, 
more than twice the amount raised on 
the next biggest market, the Australian 
Securities Exchange (ASX). 

The highly cyclical nature of the 
commodities markets means that when 
commodities prices are low, there is a 
residual effect on the amount of money 
that mining companies can raise, creating 
a vulnerability for the Toronto market. 

Of course, the focus on man-made 
threats does not mean that natural threats 
are absent. 

While man-made threats are increas-

demic, plant epidemic and solar storm 
represent nearly a quarter of total GDP 
at risk globally. 

Trends aside, the findings are clear: 
the resiliency of cities is at stake. 

IMPLICATIONS FOR CANADA
Given that Canada is one of the world’s 
most stable, wealthy and resource-rich 
countries with little risk of sovereign 
default, one might not give much thought 
to the resilience of Canadian cities. How-
ever, that does not mean significant man-
made and natural threats do not exist. 

The index analyzed six Canadian cit-
ies, namely Calgary, Edmonton, Mon-
treal, Ottawa, Toronto and Vancouver. It 
calculated that with US$44.78 billion 
in GDP at risk, Toronto led Canadian 
cities with the most GDP exposed at 
US$15.76 billion while Ottawa ranked 
last on that list with only US$2.07 billion. 

In line with the global findings, mar-
ket crash represented the greatest threat 
to economic output, with more than a third 
of GDP at risk for the Canadian cities. 

Cyber attack was the second great-
est threat for all Canadian cities, but 
Calgary saw flood ranked immediately 
behind market crash in terms of severity. 

Historically, media, financial and retail 
institutions have been most vulnerable in 
terms of cyber exposure given the vol-
ume and sensitivity of data they hold. 
However, the advent of physical damage 
created by compromised industrial con-
trol systems has made cyber exposure a 
priority for the manufacturing, indus-
trial and energy sectors. 

The skew toward man-made risk in 
Canada stands in bold contrast to emerg-
ing economies that bear an increasing 
proportion of risk-related financial loss 
as a result of their accelerating econom-
ic growth. 

Major cities in emerging economies 
are often highly exposed to single natural 
catastrophes. For example, earthquake 
represents more than 50% of both Lima’s 
and Tehran’s total GDP at risk.

Human pandemic ranked in the top 
five threats for the six Canadian cities, 
with more than 10% of GDP at risk should 
an infectious disease disrupt local con-

ing in significance, the geography of 
Canadian cities is neither changing nor 
is the need for rapid access to capital fol-
lowing natural catastrophes, ultimately 
underscoring the continued importance 
of the insurance industry in returning 
the economy to growth. 

The insurance industry also plays a 
critical role in understanding the chang-
ing nature of natural threats, with certain 
extreme weather events linked to climate 
change increasing in both severity and 
frequency. 

Recent events such as the 2013 southern 
Alberta floods and the Fort McMurray 
wildfire serve as stark reminders that 
natural disasters remain a significant 
threat to the resilience of cities in Canada.

THE WAY FORWARD
Building resilience starts long before a 
catastrophe. In today’s increasingly in-
terconnected global economy, all stake-
holders have to pay more attention to 
the risks threatening economic engines. 

There is a need to develop a deep 
understanding of the impact of severe 
events in order to develop appropriate 
risk-transfer solutions for growing per-
ils, including cyber attacks and terrorism. 

Insurance has a key role to play in help-
ing to mitigate the high cost of these 
risks when they do occur. 

Lloyd’s research shows that a 1% rise 
in insurance penetration translates into 
a 13% reduction in uninsured losses, 
representing a 22% reduction in taxpay-
ers’ contribution following a disaster. 

Insurance claims payouts are a key 
source of capital injection following a 
catastrophe and aid in the recovery and 
reduction of the economic costs to gov-
ernments, business and communities. 

But insurance is just one piece of the 
puzzle. Half of total GDP at risk can be 
protected by improving all aspects of 
infrastructure and crisis management 
in cities, underscoring the critical role of 
governments and businesses. 

No municipality or insurer can act alone. 
Resilience is the collective responsibili-
ty of all sectors of society, and concerted 
efforts are needed to address the critical 
threats facing cities.     
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If recent history is an indicator of future outcomes, Canada 
looks set on a path of annual billion-dollar (or more) losses 

from natural catastrophes. Should reinsurers view this as the 
new normal? And, if so, will treatment by reinsurers both inside 

and outside the country change to suit this evolving reality?

Altered State
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            Fort McMurray. It is a rare thing that 
two short words manages to capture all measure of both current and future loss, 
damage, effort and emotional toll. 

But happen Fort McMurray did. Estimated to become the largest natural 
catastrophe insured loss (by far) in Canadian history — the majority of which is 
expected to be borne by reinsurers — the hope is the devastation wrought by the 
raging, expansive wildfire will have a more hopeful and helpful result.

Surprised or not by the influence of an occurrence in such a remote area, Fort 
McMurray guarantees the last few years of billion-dollar insured losses from 
natural catastrophes in Canada continues. It is not a game-changing event for the 
reinsurance industry, but many reinsurers argue rates clearly need to reflect reality, 
and that means increases.

Perhaps more important now, though, is that the Canadian experience in 2016 
may provide a stopper on the recent history of reinsurance buyers almost expecting 
that rates will decrease yet again. 

This year may also prove key from a reinsurance perspective as it contributes to 
putting Canada in a different light. Should Canada still be regarded as a diversifier? 
Will recent events invite more capacity or less?

One thing, however, does seem clear. There is a need for rates to truly reflect risk. 
Is there a need to rethink forest fire risk in Canada? Will regional companies retreat 

from certain provinces? Will predictive science help shed light on perils? Does the 
re/insurance industry need to revisit its aggregation and pricing methodologies? 
Will Canada’s run of insured losses represent a game-changer for insurance-linked 
securities activity in the country? What role will climate adaptation and execution 
of technology-enriched offerings play in the coming year? Is the stage set for 
firming of catastrophe pricing? Will the upcoming renewal season be business as 
usual? Is Canada no longer considered benign with respect to large nat-cats?

What do all these questions mean for how reinsurers here at home and around 
the world view Canada? Canadian Underwriter asked senior executives of reinsurance 
companies in Canada what they expect to unfold in 2017. 
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1            Donald P. Callahan  
  President & Chief Executive Officer     
  Guy Carpenter Canada

The story of the year is Fort McMurray. 
It is a poignant story for the families 
involved and they should be the first 
concern both as Canadians and as pro-
fessionals in the re/insurance industry. 

At the same time, the industry should 
be proud of the role it plays in return-
ing these families to a semblance of 
normalcy. Upwards of $3.5 billion will 
be injected into Fort McMurray and 
reinsurers will likely shoulder 75% of 
the loss. 

This is significant when one considers 
the Alberta government’s most recent 
economic statement, which suggests 
that the province’s gross domestic prod-
uct growth in 2017 will be a healthy 
2.4%, largely fuelled by the reconstruc-
tion in Fort McMurray.

Despite that significance, Fort 
McMurray is not a game-changer in 
reinsurance.  Reinsurers may argue the 
loss arose from an unmodelled peril and 
that this single loss has extinguished 
years of premium and, consequently and 
accordingly, Canadian reinsurance rates 
will materially increase.

The reality is that the Fort McMurray 
loss represents less than half a per cent 
of global reinsurance capital — no-
where near enough to move the global 
needle. The wildfire peril was, indeed, 
modelled, or it should have been, af-
ter Slave Lake in 2011 and Kelowna  
in 2003. 

Furthermore, the Fort McMurray 
event is not easily replicated elsewhere 
or in the future because of the financial 
distortions that were created by the 
energy sector. 

Prior to the fire, the municipality boast-
ed the highest housing prices in Alberta, 
higher than Calgary or Edmonton, at 
more than $500,000 for the average 
detached home. 

By a multiple of five, its 80,000 
people made Fort McMurray the larg-
est city in the wildfire-exposed North. 
Incredibly, this sizable population is more 
than 400 kilometres from an urban 

centre and firefighting infrastructure. 
This was both a perfect storm and a 
black swan. 

The meaningful lesson is a renewed 
focus on catastrophe limits purchased, 
hours clauses, property per risk occur-
rence limits and, presumably, the value 
of reinsurance.

2  Pierre Dionne  
 Senior Vice President & Chief Agent     
  Caisse Centrale de Réassurance 
– Canada

With the holiday season coming up, it is 
worthwhile remembering that the rein-
surance industry does not like surprises. 

Although not on the same scale as 
the Thai flood or the Christchurch 
earthquakes, the Fort McMurray wildfire 
was a rude wake-up call to reinsurers. 
Not only is Fort McMurray the largest 
Canadian loss ever, it is also the largest 
forest fire loss worldwide. 

It is fair to say most reinsurers have 
gone back to their pricing model, and 
are refining their view of forest fire risk.

Is this an Alberta problem? Of 
course not. 

California routinely has costly forest 
fires, and the Kelowna, British Columbia 
fire happened only 13 years ago. 

But it is not a west coast problem, 
either. What happened in Alberta and 
British Columbia could also happen in 
Ontario or Quebec. For example, in May 
of 2012, the northern Ontario city of 
Timmins was under a state of emergen-
cy as a forest fire raged a few kilometres 
west of the community.

Of course, the real estate in Fort 
McMurray is more expensive than in 
Timmins. Also, Fort McMurray is more 
isolated, so the cost of reconstruction 
will be higher. 

Had the fire in 2012 burnt part 
of Timmins, the loss to the indus-
try may not have been as high as Fort 
McMurray. Still, expect the view of risk 
to change for all of Canada, and not 
just out West.

More worrisome is the continuing 
trend of severe storms and hail events in 
the Prairies, and in Alberta, in particular. 
It raises questions around the sustain-
ability of the regional insurance compa-
ny model, and around the affordability 
of the homeowner product in Alberta. 

Unfortunately, there are no easy an-
swers to such questions. 

But the reinsurance industry will work 
with all concerned to come up with the 
appropriate solutions.
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“The meaningful 
lesson is a renewed 

focus on catastrophe 
limits purchased, hours 

clauses, property per 
risk occurrence limits 
and, presumably, the 

value of reinsurance,” 
Guy Carpenter Canada’s 

Donald Callahan  
says of the Fort 

McMurray wildfire.
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It is in everyone’s interest that risks 
are priced to reflect the perils they in-
sure and the market is sustainable and 
vibrant long-term.

4  Geoffrey Lubert Executive Vice President & 
Managing Director  
Willis Re Canada

Alberta. What to do with Alberta? 
This beautiful province has been the 

source of some of the largest insured 
losses in Canadian history: flooding, 
hailstorms and wildfire. Luckily, Alberta 
is at low risk for an earthquake. 

As a result, insurers, reinsurers, catas-

3  Patrick Li 
 Senior Vice President & Head of Canada     
  PartnerRe

The raft of natural catastrophes to have 
hit Canada in the past few years is well-
documented, culminating in the Fort 
McMurray wildfire earlier this year, 
which forced more than 80,000 people 
from their homes and caused incalcu-
lable losses to the community.

Insured losses from the massive fire 
were $3.58 billion, notes figures re-
ported by Insurance Bureau of Canada, 
more than twice that of the 2013 south-
ern Alberta flood, which cost $1.7 billion 
in insurance claims.

The wildfire and the damage it caused 
were one element in the extreme weath-
er events that have increased in both 
frequency and severity in Canada in the 
past decade, and the re/insurance indus-
try has been working with the people, 
businesses and government to help the 
country through these disasters. 

Smaller, regional players are especially 
impacted by unmodelled perils such as 
these. Buying the right level of catastro-
phe coverage proves challenging when 
Cat purchase is based on, for example, 
modelled earthquake risk rather than 
the reality of their exposures. 

In some cases, these regional com-
panies have even been forced to pull 
out of certain provinces as a result of 
the impact on their bottom lines. These 
companies, in particular, stand to ben-
efit from reinsurance partners who 
can offer non-traditional, customized 
solutions and best practices gathered  
internationally. 

The global soft market in reinsurance 
has seen falling prices for many years, 
and in Canada, levels are reaching what 
is now considered to be unsustainable. 

While the Canadian reinsurance mar-
ket is stable and mature, over-capacity 
has been pushing prices down. 

But the claims paid in the past decade 
mean pricing is now being seen as in-
adequate, and the feeling in the market 
is that reinsurers have reached an inflec-
tion point. 

Something has got to give.

trophe modelling companies and rein-
surance intermediaries are rushing to 
attach more predictive science to these 
perils as a way to better assess exposure 
and prevent financial instability in the 
future. Although these are reactive re-
sponses, they are positive, nonetheless, 
for all concerned.

In the absence of local or global catas-
trophe losses resulting in capital events 
for reinsurers, most Canadian buyers of 
reinsurance will continue to enjoy fa-
vourable conditions for 2017 (assuming 
a quiet 2016 Q4). 

Despite the low rates and thin margins, 
Canada remains an attractive destination 
for reinsurance capital and capacity. 
Reinsurers understand that Canadian re-
insureds, for the most part, take a long-
term view of their annual purchases. 
Moreover, Canadian buyers and their in-
termediaries deploy sophisticated analytics 
that enable reinsurers to understand and 
rate the exposures.

The use of analytics, including catas-
trophe and financial modelling, is em-
bedded in virtually every reinsurance 
transaction today. Notwithstanding this 
technical wizardry, many insurers still 
struggle to plot their reinsurance reten-
tions, limits and levels of co-reinsurance 
that precisely reflect their risk tolerance. 
Intuition will always play a key role in 
these metrics.

To create further scale in a competi-
tive global marketplace, insurers and 
reinsurers continue the trend of mergers 
and acquisitions (M&A). 

The Lloyd’s market remains a popular 
source of acquired companies; in addi-
tion, the merger between Towers Watson 
and Willis was successfully completed 
earlier this year. M&A will, no doubt, 
continue globally at every level in this 
industry as companies look for econo-
mies and market share.

Soft markets can be challenging for 
underwriters and brokers alike. But, for 
fully invested intermediaries with strong 
broking teams, the prevailing conditions 
can create significant opportunities. The 
insurance market and the resultant rein-
surance programs are, in fact, expand-
ing, not constricting. 

Prices in Canada 
“are reaching what is 
now considered to be 

unsustainable,” argues 
Patrick Li of PartnerRe. 
Claims paid in the past 
decade “mean pricing 

is now being seen as 
inadequate, and the 

feeling in the market 
is that reinsurers  
have reached an  

inflection point.”
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While market forces will dictate the 
degree of rate change, the hope is that, 
as an industry, the importance of re-
turning to technically adequate pricing is 
appreciated.

6  Frank Rückert 
 Senior Vice President 
   Canadian Treaty Department 

Hannover Re

The Fort McMurray wildfire loss repre-
sents, by far, the largest natural catastro-
phe insured loss in Canadian history. 

Innovation and cutting-edge tech-
nology win out over pessimism  
and complacency.

5  Cam MacDonald 
  Senior Vice President &  

Chief Agent – Canada 
Transatlantic Reinsurance Company

The recent trend of non-modelled prop-
erty catastrophe losses from both a 
frequency and severity perspective has 
given pause for thought on how the 
re/insurance industry quantifies and iden-
tifies risk. 

It should be apparent to all that the 
re/insurance industry has severe and 
frequent exposure across the country 
from a variety of perils. Consider that 
the Calgary flood loss consumed approxi-
mately 100% of all annual reinsurance 
premiums (2013) collected in Canada, 
while the recent Fort McMurray wild-
fire loss will, ultimately, consume twice 
that amount. 

Industry efforts to model these and 
other exposures are under way. However, 
it will take years before aggregation 
and pricing methodologies can be vali-
dated for all perils. 

Nevertheless, it appears loss fre-
quency and severity are, indeed, on the 
rise in Canada and if this is, in fact, the 
new normal, the re/insurance industry 
must revisit its aggregation and pricing 
methodologies from both a primary and 
reinsurance perspective. 

A good place to start would be the 
large loss or catastrophe load factor as 
it appears underwriters are charging 
for only attritional loss activity. 

The prevailing view of Canada be-
ing a non-catastrophic-prone zone has 
changed with the recent series of bil-
lion-dollar losses, especially relative to 
the annual reinsurance premium collected. 
The re/insurance industry simply can-
not afford billion-dollar losses on such 
a frequent basis. 

With regard to the upcoming treaty 
renewal season, it is anticipated those 
property accounts/layers impacted by 
both severity and frequency will experi-
ence some measure of rate adjustment. 

Despite the impact, however, it is not 
large enough to prove a market-chang-
ing event.

The global impact of 2011’s Cat events 
in New Zealand, Japan and Thailand had 
more influence on the Canadian mar-
ket than even the floods in southern 
Alberta and in the Toronto area in 2013. 
Traditional reinsurers priced increases 
after 2013, but not to the extent they 
probably should have, had they consid-
ered sheer numbers on their own.

Although not market-changing, some 
changes should be expected in the com-
ing year following Fort McMurray that 
will have more of an impact than 2013. 
There will likely be a change in terms 
of how certain exposures are viewed, 
and perhaps a rate increase for those 
exposures across all cedants, with loss-
affected accounts seeing rate increases 
of between 10% and 40%.

More generally, it is expected that Fort 
McMurray will help put the brakes on 
regular downturn of rates, which over 
the last few years have been the result 
not so much of exposure as of market 
pressure and competition. With the 
amount of losses, including the severity 
of same, there should be consideration 
that there is no reason to have further 
rate declines. 

There may also be a change with re-
gard to insurance-linked securities (ILS) 
activity in Canada. With several consec-
utive years of large insured losses, the 
assumption is this could be a bit of a 
game-changer for the ILS markets.

Traditional reinsurers should see this 
as an opportunity, not a threat. 

Events like Fort McMurray offer rein-
surers an opportunity to demonstrate 
that they are long term-oriented and 
committed to the Canadian market, 
rather than chasing potential returns on 
an annual basis.

Some perils in certain parts of the 
country are still under-rated. With too 
much pressure and too much capacity, 
lower prices have been accepted, but the 
frequency and severity of the losses over 
the last couple of years have shown the 
right level has to be increased for cer-
tain perils. 

6

“It appears loss 
frequency and severity 
are, indeed, on the rise 
in Canada and if this is, 
in fact, the new normal, 

the re/insurance 
industry must revisit 
its aggregation and 

pricing methodologies 
from both a primary 

and reinsurance 
perspective,” notes  
Cam MacDonald of  

Transatlantic 
Reinsurance  

Company. 
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2017 would appear to be facing a shift 
for the first time in several years. 

While there continues to be overcapi-
talization within the global marketplace, 
catastrophic events, beginning with the 
Fort McMurray wildfires followed by an 
earthquake in Japan and two category 
4 Atlantic hurricanes in October, will 
likely be setting the stage for the firm-
ing of catastrophe pricing, particularly 
for those insurers that have experienced 
a loss.  

7  Veronica Scotti 
 President & Chief Executive Officer 
   Swiss Re Canada

Climate adaptation and execution of 
technology-enriched offerings are expect-
ed to dominate in 2017 and beyond. 

Resiliency and climate adaptation 
remain critical for society; it would be 
irresponsible to think otherwise. Often 
the immediate cost of making necessary 
changes eclipses the long-term benefits 
of those changes and turns a very avoid-
able future into an inescapable destiny. 

In Fort McMurray, for example, wa-
terways residents are being allowed to 
rebuild in a flood plain to inadequate 
risk prevention standards. It is an emo-
tional and financial decision for residents 
who do not wish to relocate and can-
not afford the expense of building to a 
more robust code. 

As no one is willing to pay the addi-
tional cost — government, the insurance 
industry or individuals — the commu-
nity is set up to repeat the mistakes of 
the past.

In 2017, the industry will continue 
to tackle the complexity and the oppor-
tunities embedded in technology and a 
steady emergence of technology in areas 
never before imagined is anticipated, 
perhaps from unsuspected players. 

Already, the industry is seeing drones 
delivering great efficiencies to claims 
adjustment and, at the front of the 
value chain, insurance buyers clearly 
state they want convenience, simplicity 
and greater flexibility. It is likely the in-
dustry will respond with an increased 
level of sophistication in digitized sales 
platforms and underwriting operations.

Not only will transacting be made easier, 
but expanded coverages, novel services 
and helpful insights will be made avail-
able to consumers as insurers harness 
and analyze data from home telematics 
devices and connected platforms.

8  STEVE SMITH  
  President & Chief Executive Officer 

Farm Mutual Reinsurance Plan  

The Canadian reinsurance outlook for 

A focus for reinsurers as they head into 
the close of 2016 is the urgent need to 
develop a model for wildfire exposure, 
understanding concentrations and truly 
recognizing the significant risk that was 
so evident following Fort McMurray.

During the last year, many insurers  
introduced products to respond to over-
land flood, with very little credible 
claims data or underwriting experience 
to support confident pricing at both the 
primary and reinsurance level. 

During 2016, several storms occurred  
across Canada, including the Prairies, 
southwestern Ontario and the Maritimes, 
bringing torrential rains and resulting 
floods. Most losses will be covered un-
der the sewer back-up coverage provid-
ed by homeowner policies, reinforcing 
the need to model flood exposures by 
hazard zones and charging adequate 
premium at both the insurer and the 
reinsurer level. 

Risk management and developing more 
sophisticated models for both wildfires 
and flood will be getting the lion’s share 
of reinsurers’ attention in 2017.

Reinsurers are continuing to experience 
a low-growth environment, relatively 
low investment returns and insurers 
increasing net retentions. Returns for 
investors and corporate parents will 
continue to be disappointing, maintain-
ing pressure on underwriting returns, 
premium adequacy and identifying 
concentration exposures. 

Reinsurers will also be committing 
resources to provide new opportuni-
ties and products, supporting organic 
growth and expansion opportunities as 
both top- and bottom-line performance 
continues to be under pressure.

9  JONATHAN STEPHENSON 
  Executive Vice President 

Aon Benfield Canada 

It would be an oversimplification to try 
to distill down the impacts of the past 
year, coupled with the insurers’ and re-
insurers’ challenging market conditions, 
to provide the sort of outlook that pre-
dicts reinsurance pricing will go up or 
down by some rationalized percentage. 

“Resiliency and climate 
adaptation remain 

critical for society; it 
would be irresponsible 

to think otherwise,” 
says Swiss Re Canada’s 

Veronica Scotti. “Often 
the immediate cost 

of making necessary 
changes eclipses the 

long-term benefits of 
those changes and  

turns a very avoidable  
future into an  

inescapable destiny.”
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So, given the absence of a market force 
that might drive sweeping change, the 
upcoming renewal season will be busi-
ness as usual. 

Portfolios will be analyzed, exposures 
evaluated, losses considered. Contract 
terms will be negotiated and contract 
pricing will reflect the merits of indi-
vidually advocated positions.

Some contracts may cost a little more, 
some a little less, and some contracts 
will cost about the same. It will be busi-
ness as usual, more or less, because that 
is the business.

10       PHILIPP WASSENBERG  
  President & Chief  

Executive Officer 
Munich Reinsurance  
Company of Canada 

The northern Alberta wildfires mark 
2016 as being remarkable in many 
ways: the loss of over 2,400 homes 
in Fort McMurray, the evacuation of 
90,000 people, many of whom could 
not yet return to their homes, many 
traumatized, fortunately no loss of life.

This has been Canada’s largest natu-
ral catastrophe in a long while, cer-
tainly since the ice storm of 1998 and, 
with more than $3.5 billion in insured 
claims, it has, by far, been the largest 
non-life loss in the country’s history. 

Astonishingly, this has even been the 
largest insured loss globally in the first 
half of the year, before being topped by 
Hurricane Matthew. 

In all, 70% or more of the Fort 

That would be the role of a reinsurance 
soothsayer.

Reinsurance agreements are individually 
negotiated between the primary under-
writer and multiple reinsurance under-
writers, with the important common 
denominator being that all the parties to 
contract are professional, experienced 
risk underwriters; albeit each with po-
tentially very different perspectives. 

The market conditions that the parties 
operate within are typically similar, but 
never identical, and the industry strives 
to reconcile these different points of 
view to arrive at the appropriate accord 
between insurer and reinsurer.

Very rarely does one encounter a mar-
ket force that impacts all the participants 
in the same fashion. 

Generally speaking, the market con-
ditions in Canada remain competitive. 
Reinsurance capacity remains plentiful 
(locally and abroad) and the financial 
underpinnings of both cedants and re-
insurers have never been more robust 
or more diversified. 

Yes, there is an obvious point of fric-
tion for the upcoming reinsurance re-
newal season in Canada; the impact of 
the Fort McMurray conflagration loss 
on any given client’s property insur-
ance portfolio. 

But is this point of friction likely to 
have some sweeping impact on the up-
coming reinsurance renewal season? 
Certainly not. Large catastrophe losses arise, 
and that is the very reason the affected 
reinsurance contracts were established 
— to share such losses. 

McMurray loss 
will be borne 
by the reinsur-
ance community, 
which contin-
ues to prove effi-
cient capital relief 
for the insurance industry protecting 
against catastrophe events. 

Weather-related losses in Canada are 
unmodelled and ever-increasing with 
the effects of climate change. Wildfires 
in boreal forests, for example, directly 
correlate with too little snow pack, 
hence too dry, too early. 

For years, the belief in the internation-
al reinsurance market was that it had 
found an ideal playing field in Canada 
for investing its abundant capital. True, 
there are two tremendous earthquake 
zones in British Columbia and Quebec, 
but uncorrelated with the east coast 
perils in the United States, thereby al-
lowing for otherwise profitable years. 

Really? Over the past few years, this 
expectation could not have been more 
thwarted. Canada can no longer be con-
sidered benign when it comes to large 
natural catastrophes. 

It is time to factor all natural perils 
into the Cat pricing parameters. It is 
time to reflect on which reinsurers hold 
their Canadian risks net, not relying on 
a volatile retrocession market with all 
its uncertainty regarding continuity and 
future availability. 

What happens if, eventually, “the big 
one” happens? It is time to rethink part-
nership with reinsurance. 

10

“Reinsurers are continuing to experience a low-growth environment, 
relatively low investment returns and insurers increasing net retentions,” 

says Steve Smith of Farm Mutual Reinsurance Plan. “Returns for  
investors and corporate parents will continue to be disappointing, 

maintaining pressure on underwriting returns, premium adequacy  
and identifying concentration exposures.”
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Maintaining    
      Focus

Brokerages would, no doubt, 
welcome efforts by sales 
team members to become 
the best performers possible. 
But pursuit of sales cannot 
trump the primary goal of 
a brokerage: to serve as a 
trusted advisor to clients. 
With the ever-changing 
landscape — including 
introduction of new products 
— awareness, understanding 
and focus is crucial to 
meeting the specific needs 
of each particular client.
The members of a competitive sales team within 
a large insurance brokerage were briefly present-
ed with a new overland flood product from an 
insurance company. With flooding in the news 
so much — and most home and business own-
ers looking for protection — the team immedi-

ately started having the conversation about flood 
coverage with all of their clients at renewal. 

Feeling this was an easy add-on, each mem-
ber of the team started adding this coverage to 
almost every client’s policy, despite the fact that 
upon closer examination, not every client quali-
fied for such coverage. 

The team members believed that the addition 
would translate into greater sales revenue, and 
they wanted to be the top-producing team with-
in the brokerage. 

What are the ethical implications of not under-
taking a proper risk assessment for each client, 
since not all clients living in flood areas are at 
risk and may neither need nor benefit from such 
a product? 

And what about the clients who do live in 
areas that experience flooding, but will not be 
covered because the team does not understand 
the limits of a particular product and are selling 
the wrong policy for their needs? Who should 
bear the responsibility? 

With new products available through multiple 
insurance companies — all with variations in word-
ings and exclusions — in what ways does the sales 
team need to understand how the available prod-
ucts best suit the needs of each specific client? Il
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The CIP Society 
 Ethics Series

The CIP Society
Insurance Institute  
of Canada

The CIP Society represents 
more than 17,000 graduates 
of the Insurance Institute of 
Canada’s Fellow Chartered 
Insurance Professional 
(FCIP) and Chartered 
Insurance Professional (CIP) 
Programs. The CIP Society, 
through articles such as this, 
is working to bring ethical 
issues to the forefront and 
provide learning opportunities 
that enhance the professional 
ethics of all insurance 
professionals.
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area, then the broker should confirm with 
both underwriting staff and the client to 
ensure coverage qualifications are met. 

Adding the coverage to a policy with-
out knowing whether or not the client’s 
property qualifies hurts both the client 
and the broker. The client could be left 
without coverage at the greatest time of 
need and the broker could face a poten-
tial errors and omissions claim from a 
client who believed he or she had cov-
erage when he or she did not.  

Thomas Newby, CIP, CRM, CAIB
Commercial Account Executive
Colley Insurance 
Adding coverage to a client’s policy with-
out his or her consent is always the 
wrong decision, regardless of how im-
portant or valuable it may seem. 

Clients should always have the oppor-
tunity to review the information and 
decide for themselves if the coverage 
provides protection of a risk they want 
to be insured against. 

Since companies offer a slightly dif-
ferent version of the coverage, brokers 
should provide quotes for all compa-
nies offering the coverage and highlight 
the differences. This will allow clients 
to make an informed decision about 
which product and coverage best suits 
their particular needs. These discussions 
should happen with all clients, not just 
clients in high-risk areas. 

If the insurance company does not 
have a tool that confirms availability of 
flood coverage in a given territory or 

By presenting a client with the informa-
tion and allowing that person to review 
the coverage differences, pricing options 
and qualification requirements, the bro-
ker has involved the client in the decision-
making process that will help the client 
arrive at the best decision for the prop-
erty in question. Sales goals should never 
interfere with the process of securing the 
client the best available coverage.

Maurice Audet
Senior Vice President & 
Regional Resource Leader
Risk Research & Solutions
Aon Reed Stenhouse Inc.
Insurance brokers are expected to un-
derstand their clients’ needs and to 
understand the scope of the insurance 
products they sell. 

Unfortunately, brokers can sometimes 
fall short of this expectation when new 
products and coverage are introduced 
and/or changed. Over the years, there 
have been errors and omissions cases in-

Full disclosure should 
always be undertaken 
with the customer and a 
recommendation made as 
to why a change of insurer 
may be necessary to ensure 
that the client is able to 
make an informed decision. 

http://www.insuranceinstitute.ca/fcip
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Insurers have underwriting guidelines, 
and placing coverage with an insurer in 
breach of these guidelines, is not in the 
best interest of the client. A risk assess-
ment should always be conducted and 

if the customer is ineligible for cover-
age from a particular insurer, the broker 
should seek coverage from alternative 
carriers that have different underwriting 
standards. 

Full disclosure should always be un-
dertaken with the customer and a rec-
ommendation made as to why a change 
of insurer may be necessary to ensure 
that the client is able to make an in-
formed decision.

In the aforementioned scenario, it 
would appear this was a purposeful act 
designed to raise revenue for the broker-
age. It should be questioned whether or 
not the brokerage had protection from 
its errors and omissions carrier — since 
this was neither an error nor an omis-
sion, this may leave the brokerage to pay 
for any losses clients sustain from their 
own funds or risk litigation.

There are a number of questions in 
this scenario that need to be raised, in-
cluding the following: Is management 
at the brokerage turning a blind eye to 

volving brokers miss-selling a product, 
and the list of cases is growing.

New coverage such as overland water 
needs to be understood and sold based 
on the needs of the client. Unfortu-
nately, in too many cases, homeowners 
insurance is treated as a commodity and 
in order to increase margins on com-
modity business, the strategy is to sell 
value-added products. This is fine if the 
product truly is value-added.

There are subtle and not-so-subtle 
differences between policies for each 
insurer — it would be beneficial for 
brokers to prepare a fact sheet showing 
the pros and cons for each insurer so 
they can review these differences togeth-
er and choose a product that the par-
ticular client is most comfortable with 
and covers his or her flooding needs.

Selling a product with careful atten-
tion to the client’s needs and the prod-
uct’s inclusions/exclusions will benefit 
the relationship (the client will be sat-
isfied with service and have peace of 
mind) and it will protect the broker from 
any potential errors and omissions cases 
that could harm his or her reputation.

Tracy McLean, CAIB
Executive  Vice President 
Marine and Surety
Moore McLean Insurance Group Ltd.
[RIBO Council and Executive Committee]

John Gelston
Senior Vice President &  
Chief Broking Officer
HUB International HKMB Limited
[RIBO Council and Executive Committee]
The ethical compass of a broker or agent 
should always be in “the best interest of 
the customer.” 

While on the surface it may seem like 
the broker was acting in such faith, 
this style of selling should not be the 
practice. Doing so will put the client’s 
coverage in jeopardy, especially when 
the client will need it at his or her most 
vulnerable time — at the time of a loss. 

There certainly would be a conflict 
between the insurer and the brokerage’s 
binding authority, leaving the client as 
the proverbial “monkey in the middle.”

this practice? Where is the supervision 
of the sales team? 

The operating practices and proce-
dures of the brokerage should be clearly 
defined and communicated within the 
firm. Management and sales teams should 
be reminded of their duties as brokers, 
which are separate and distinct from 
revenue targets of the brokerage.

THE LAST WORD
When it comes to meeting sales expec-
tations, it may be easy to lose sight of 
one’s intended role. As a broker, that 
role is to provide clients with the best 
possible insurance coverage that will 
protect their assets based on a thorough 
risk assessment. 

In the insurance industry, a product 
that appears to be an “easy add-on” can 
actually come with serious consequenc-
es if it, in fact, is the wrong product for 
the client’s needs.

This situation would suggest the bro-
ker should take a rules-based approach, 
with the intention of selling products 
that will protect the client’s assets. While 
sales goals are important for brokers, 
their main responsibility should remain 
protecting the client from risk. 

To properly recommend coverage, the 
broker must take all the necessary steps 
within his or her means to fully under-
stand the differences between policies. 

This leads to the final recommenda-
tion, which is to take a situation-based 
approach and identify the necessary mea-
sures required to fully understand the 
differences between policies, and how 
these differences have subtle inclusions/
exclusions that could be an advantage or 
disadvantage to the client. 

The situation can be properly man-
aged when clients are presented with 
insurance coverage options that best 
satisfy the price and coverage of their 
choice — thereby protecting both the 
client and the broker.

Following a situation-based or rules-
based approach to this ethical dilemma 
will ensure that the broker does not lose 
sight of his or her number one prior-
ity, which is to be a trusted advisor to 
clients.     
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EvolvingThreat

As security experts become increasingly con-
cerned about the threat from “lone wolf” ter-
rorists using simple and more readily available 
weapons, experts warn that some businesses face 
a variety of coverage gaps, including third-party 
liability arising from death or bodily injury.
“While terrorist incidents in the United States 

and Western Europe perpetrated since the rise of 
the Islamic State continue to target public spaces 
and result in high levels of casualties, they’re 
decidedly more ‘low-tech’ than attacks of the 
previous Al Qaeda-inspired generation,” comments 
Daniel Gray, Americas security analyst at Verisk 
Analytics Inc.’s Maplecroft unit.

“As demonstrated by the November 2015 Paris 
attacks and the Pulse nightclub shooting in Mi-
ami in June 2016, smaller groups of perpetra-
tors are increasingly reliant on firearms as the pri-
mary means to carry out attacks, with explosive 
devices now playing a secondary role,” Gray says.

EMERGENCE OF LONE WOLVES
Alan Bell, president of Toronto-based Global Risk 
International Inc., sees Canada as “a major target 
for lone-wolf terrorists that have been radicalized,” 
adding the terror threat has changed in recent years.

Lone wolves “usually get radicalized online, 
no one knows who they are, they do not have a 

big circle of friends, and they plan in isolation,” 
Bell explains. “So if the intelligence agencies and 
the police have no idea who these guys are, it’s 
very difficult to track them and find out what 
they are doing.”

To counter that threat, he suggests police and 
intelligence services “rely on people who see a 
potential lone wolf changing, the way he talks 
about things and things like that.”

For Canada, the “primary terrorist risk would 
be of lone-wolf attacks, such as in Ottawa two 
years ago,” reports Gordon Woo, catastrophe risk 
expert at Risk Management Solutions (RMS) Inc.

In October 2014, Canadian Army Corporal 
Nathan Cirillo, on sentry duty at the National 
War Memorial, died of wounds after being shot 
by Zehaf Bibeau. Bibeau is reported to have then 
been shot and killed by Kevin Vickers, then the 
Sergeant-at-Arms, after entering the Parliament 
Buildings. 

That same month, Canadian Forces Warrant 
Officer Patrice Vincent died from injuries after 
being deliberately hit by a vehicle in Saint-Jean-
sur-Richelieu, Quebec, the Department of Na-
tional Defence reported at the time.
“Alongside the rest of the Western world, Can-

ada remains a target for terrorism,” argues Jona-
thon Green, a risk consultant at AIR Worldwide, 

Greg 
Meckbach  
Associate Editor

The face of terrorism is changing, with soft targets like public 
areas increasingly being attacked by “lone wolves” who have 
been radicalized. And although related economic costs are 
climbing, the take-up for coverage has remained relatively flat.
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that’s fine, but what happens if people 
there are meeting or your staff are on 
a train and there’s an attack or they get 
shot in the street? There are so many dif-
ferent scenarios you can come up with. 
It’s difficult to design a product that fits 
all,” Bell points out.

Insurers “really need to look at where 
the world is going and they should be 
looking at the emerging risks,” he says.

FEW PAYOUTS TO DATE
“Hundreds of terrorist attacks occur an-
nually, but actual insurance payouts have 
been negligible,” notes Chris Folkman, 
senior director of model product man-
agement at RMS. “The economic costs of 
terrorism have skyrocketed, but demand 
for terrorism coverage has remained rel-
atively flat. And despite a proliferation 
of catastrophe bonds and other forms 
of alternative capital flooding into the 
property insurance market, relatively 
little terrorism risk has been transferred 
to the capital markets,” Folkman says.

Gilliland suggests, however, the mar-
ket is starting to adapt. “Innovative spe-
cialist insurers have begun to release 
‘active shooter’ types of coverage,” he 
notes. “This acts as a liability policy de-
signed to go hand in hand with (or as 
an alternative to) a (general liability) 
policy. It offers pre- and post-event ser-
vices such as bereavement costs to those 
affected, clean-up costs as well as the li-
ability element itself,” he adds.

There are events “where there is lim-
ited or no physical loss or damage, but 
a fairly unfortunately high casualty rate,” 
reports Ben Tucker, head of terrorism 
and political violence for XL-Catlin. 
“A number of people are being af-

fected by these events, and I think that 
threat is increasing. How we are respond-
ing to that threat — I think the insurance 
market, in general, is coming up with 
different types of products,” Tucker says.

Although terrorism coverage is avail-
able, the take-up rate is “still pretty small,” 
Everett suggests, pointing out that if he 
offers 10 quotes, “maybe two people 
will take it up.”

In terms of underwriting, “at this time 
everything is still driven by postal codes,” 

which is a Verisk Analytics business. 
“This can be seen from the sad events 

in Ottawa in 2014 as well as the events 
earlier in (2016) in Ontario,” Green 
notes, alluding in the latter reference to 
Aaron Driver, who died this past August 
after being shot by police in a taxi in 
Strathroy, Ontario. It was widely report-
ed that Driver had made a martyrdom 
video that suggested he was planning 
to detonate a homemade bomb in an 
urban centre.
“This guy was a nobody, initially, and 

then he ended up being shot dead while 
in possession of a bomb in the back of a 
cab,” Bell says of Driver.

AIMING AT SOFT TARGETS
“Soft targets like shopping centres and 
nightclubs where people are concentrated 
in relatively small spaces and large num-
bers are now a focus point for terrorists, 
who are often lone-wolf individuals 
who have tenuous links to groups such 
as ISIS (Islamic State in Iraq and Syria),” 
says Joseph Gilliland, terrorism under-
writer for Beazley plc, which manages 
syndicates in the Lloyd’s market.

Small-scale attacks can have both prop-
erty and liability risks, notes Douglas 
Everett, president of CHES Special Risk 
Inc., a wholesale broker and Lloyd’s cover-
holder with offices in Toronto and Ottawa.
“If somebody enters your premises and 

causes injury to people who are invited 
on to the premises, you have no (cover-
age) to even defend you” from a lawsuit, 
Everett warns firms not insured for 
third-party coverage for a terrorist attack.

Bell echoes that concern. “Most ter-
rorist groups and lone-wolf terrorists 
are attacking people where they live, 
where they play and where they work,” he 
says. “How do you insure a restaurant?”

But restaurants are hardly the only 
public places of concern. Consider a 
sports or entertainment venue, where 
a bomb is detonated inside or outside 

“when people are leaving after a concert 
or a game,” Bell says.
“It’s very difficult to define that risk 

and it’s very difficult to define who the 
end-user would be,” he points out. “You 
have your own company insurance, and 

he suggests. If in a zone with the ex-
pected highest probability of a claim, 
he notes, “you can still buy it (cover-
age), but you are going to pay a sub-
stantial amount of money for it.”

Tucker agrees. “The way that we un-
derwrite terrorism is based on sort of a 
blast-zone approach,” he explains.
“There are peaks in the demand and 

these probably would translate into 
peaks in terms of reinsurance limits be-
ing secured, and maybe in certain zones, 
tighter limits being available,” he says.
“In Canada, the best example is To-

ronto’s postal code M5, where there are 
certain areas of that postal code where 
this is a higher demand for capacity, and 
so that will translate into the reinsurers 
having accumulations and, therefore, 
we have to be careful about the way we 
underwrite,” Tucker says.

Terrorism risk transfer deals, “as an al-
ternative to standard reinsurance could 
become a future trend,” Green says. “But 
structuring these bonds can be a chal-
lenge due to the perceived difficulty in 
quantifying the financial risk of attack.”

Tom Johansmeyer, assistant vice pres-
ident of marketing and reinsurance ser-
vices at Verisk’s ISO unit, says there is an 

“increasing interest in parametric covers 
for terror risk from primary insurance 
through retrocession.” 

In the United States, primary cover-
age “has been completed on this basis, 
triggering on the fatality or casualty 
count from a particular event,” Johans-
meyer explains. “Moving up the risk and 
capital supply chain, structuring such 
covers can become more involved, par-
ticularly around co-ordinated simulta-
neous attacks.”

Companies need to exercise due dili-
gence to reduce risk by having in place 
policies, procedures and the right insur-
ance just in case, Bell says. Still “very few 
companies want to do that,” he suggests.
“If you are running a mall, or running 

a corporate building in the downtown 
core, you can’t stop people from coming 
in and out,” he notes. “There is a signifi-
cant number of people who have been 
radicalized, and they are just waiting for 
the right moment, then they attack.”     
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Filling the Breach 
Insurers in Canada need 
to prepare for the new 
federal breach notification 
law, the back-end details 
of which could be ready 
within the next 12 months. 
Although the rule-making 
phase is not yet complete, 
a big change in direction 
is not anticipated, with the 
information provided to 
date likely offering a solid 
blueprint for the final rules.
It has been said that change is the one constant 
in life. The data privacy landscape continues to 
evolve and changes are coming to Canada’s fed-
eral breach notification law, with legislation in a 
select few provinces also likely to get an update 
as a result. 

The details of the new laws are still up in the air, 
but some of the foundational elements have been 
released and insurers have important signposts 
to help guide them as they get themselves and 
their policyholders ready for what comes next.

ADDRESSING KEY ASPECTS  
OF NOTIFICATION
There are several key points about the new legis-
lation that will drive efforts in the near term. The 
first is that this law, though technically passed, 
is still in the rule-making phase when it comes 
to real-world application. Little instruction has 
been provided on how the law will be imple-
mented in practice, so it has not gone live from 
a boots-on-the-ground perspective. 

Instead, expectations are that all the necessary 
processes and back-end details will be ready for 
prime time in about 12 months. Working with 
the information currently available, insurers should 
anticipate an effective date around the fall of 2017. 

Another primary consideration right now is that 
existing privacy laws (such as the private sector-
focused Personal Information Protection and Electronic 
Documents Act, or PIPEDA) already in effect remain 
essentially intact, with the recent round of rule-
making aimed at adding a provision that requires 
notification if a breach occurs. However, specifics 
surrounding that notification — who must be 
notified, when, through which methods and, 
even, what is considered private information or 
an actionable exposure — are not yet clear.

Among the top-level factors under consideration 
as law-makers seek to clarify these important de-
tails are the criteria for determining the potential 

Eduard 
Goodman  
Chief Privacy 
Officer, 
IDT911
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of email addresses via bulk lists and how 
international privacy concerns affect 
both Canadian citizens and businesses. 

It may also be useful to examine his-
torical breach data to gain better insight 
into where tomorrow’s compliance con-
cerns are likely to exist. 

The most recent report made avail-
able by the OPCC, which covered ac-
tivities in 2014, showed a total of 44 
breach notifications under PIPEDA. 

for harm that may result from a breach, 
and identifying those data types that 
will trigger the new rule’s notification 
provisions. 

Risk-based analyses are likely to be 
a part of the law’s language, providing 
entities with guidance on breaches that 
may not involve data considered sensi-
tive historically, but that could still result 
in harm to victims. Examples include in-
cidents that compromise the names and 
home addresses of members of a political 
party, or of a club geared toward travel-
lers with a specific sexual orientation. 

Past breach notification rules were 
largely focused on financial, health and 
similarly sensitive data, while the legis-
lation currently being drafted is likely to 
be wider-reaching to address a broader 
array of data types.

PREPARING FOR THE  
NEW REGULATIONS
It will be difficult in the current climate, 
without more detailed direction from 
law-makers, for insurers to know whether 
or not they are fully prepared for any new 
compliance mandate that eventually ma-
terializes. Add in the potential challenges 
posed by the existing patchwork of pro-
vincial rules that may be substantially simi-
lar to the federal legislation, but which lack 
robust notification rules, and underwrit-
ers cannot be sure where to go from here. 

It is possible that those provinces with 
strong breach laws will draft their own 
changes to remain ahead of the curve, but 
at this point, those discussions have not 
resulted in specific language changes or 
the introduction of updated legislation.

One key to success when it comes 
to navigating today’s changing privacy 
legislation landscape is a commitment to 
following the latest privacy and security 
best practices. 

Significant guidance is already available at 
the Office of the Privacy Commissioner 
of Canada’s (OPCC) website, including 
recommendations for improving data 
security and tips to help organizations 
develop effective privacy plans. The site 
also provides links to the most current 
advice around specific activities, such as 
the use of data brokers, the harvesting 

This is fewer than the 60 exposures 
reported in 2013, but because breach 
reporting has been voluntary, it is unclear 
if this trend reflects a drop in breach 
numbers or simply less reporting by those 
organizations that experienced a data 
exposure.

By exploring the sectors affected most 
by data breaches in the federal statistics 
(the financial industry led the figures 
with 16 breaches, followed by the In-
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white, with little or no wiggle room for 
interpretation. Expenses related to liti-
gation and legal support are often a big 
part of breach costs, but with more clar-
ity on when and how notification must 
be made, businesses will know where 
they stand. 

The privacy office can provide guid-
ance on what is expected as well as what 
can and cannot be enforced in each 
breach scenario.

This transition to greater predictabil-
ity is expected to not only cut down on 
legal costs, but will also offer insurers 
better insight into exposures. With in-
creased reporting and more granular 
data being collected, new patterns are 
likely to arise that will help carriers iden-

ternet and insurance sectors, with seven 
and six breaches, respectively) as well 
as the manner of the breach (theft and 
unauthorized access accounted for the 
largest share of exposures at 23, fol-
lowed closely by accidental disclosures 
at 18), carriers may be able to identify 
where risk mitigation efforts are likely 
to have the greatest impact as notifica-
tion becomes compulsory. 

Knowing that there is also guidance 
already available on self-reporting a data 
breach, carriers can look to it as a road-
map while preparing for the mandated 
notification requirements that are on 
the way. 

The federal breach process is currently 
suggestive, but hints have come from 
the OPCC that the final, required process 
will look very similar to those recommen-
dations that are already posted. In essence, 
the language will probably transition 
from “may” to “shall.” 

Given this perspective, it is unlikely 
that most of the law, once fully enacted, 
will be much of a surprise to those in-
surers that have historically paid close 
attention to the federal guidance. If an 
organization is building a response pro-
gram, it already has the blueprint to 
comply with the new legislation and few, 
if any, additional updates are likely to 
be needed once the final processes are 
spelled out.

ELIMINATING THE UNKNOWNS
Though the newly legislated rules have 
not yet been set out in detail, the law 
will, in the longer term, provide much 
greater certainty for organizations and 
underwriters alike. Rather than operate 
under recommendations, as businesses 
are doing now, the expanded breach no-
tification mandate will give clear guidance 
on requirements and obligations. And 
though the Canadian privacy environ-
ment tends to lean toward self-reporting 
when a breach occurs, it will be a positive 
change to have certainty around what is 
expected in these situations.

In addition, legal costs will likely be 
mitigated in the long run because the 
regulations will no longer have any grey 
area — instead, they will be black and 

tify risks and mitigation strategies with 
greater clarity than ever before. 

Rather than the somewhat vague data 
that results from self-reporting, a more 
comprehensive trove of hard numbers 
will become available for analysis, leading 
to a broader array of actionable insight. In 
turn, carriers will then be able to help 
guide policyholders in making better 
strategic decisions when it comes to data 
privacy and protection, further limiting 
losses into the future.

IDENTIFYING MARKET 
OPPORTUNITIES, CLAIMS TRENDS
It is important to note that, up until 
very recently, larger entities were typi-
cally more likely to follow self-reporting 
best practices. The reasons are simple: 
they have deeper expertise in-house, 
making them more aware of the risks 
associated with a data breach. 

Increased awareness across the small 
and mid-sized business sector, however, 
will certainly result as the new law be-
comes more popularized. 

This follows what happened in the 
United States, where small organiza-
tions have become more keenly aware 
of where breach liabilities exist because 
the privacy environment has come under 
greater scrutiny. In addition, as smaller 
businesses have become more worried 
about their risk of a breach, carriers in 
the U.S. have started selling more cov-
erage in that market, further increasing 
awareness across the policyholder base.

The cycle seen in the U.S. is now play-
ing out in similar ways in Canada, and 
offers a glimpse into where the market-
place is heading. 

Underwriters may recognize that the 
notification legislation represents a 
positive market opportunity, but it is 
important to consider that more sales 
could translate into more claims, par-
ticularly among policyholders with lax 
security and privacy practices. 

Over the next 12 or 18 months, as the 
law’s specifics are announced and every-
one gains more experience with breach 
prevention and response programs, the 
claims environment should also come 
into better focus.     

Past breach notification 
rules were largely focused 
on financial, health and 
similarly sensitive data, 
while the legislation 
currently being drafted is 
likely to be wider-reaching 
to address a broader  
array of data types.
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Beyond Today
Looking

A changing view of Canada, 
in part because of the 
increasing frequency of 
billion-dollar loss events,  
the need for regulations to 
keep pace with innovation 
and the ongoing issue of 
increasingly demanding 
customers remain key topics 
for Canada’s insurance 
industry and its partners.

Those wanting a comprehensive view of condi-
tions unfolding in the insurance and reinsurance 
landscapes gathered in Vancouver in September 
for the 2016 National Insurance Conference of 
Canada (NICC). There was plenty to consume with 
a menu of topics ranging from quake to flood, mod-
elled and unmodelled losses, unstructured data, 
autonomous vehicles and customer centricity.

NEW REINSURER VIEW OF CANADA
The higher frequency of billion-dollar-plus nat-
ural catastrophe events in Canada is contributing 
to the country being viewed differently by the 

global reinsurance community, Mark Cloutier, 
group chief executive officer for Brit Insurance 
Ltd., suggested at NICC 2016.

Canada “may have been somewhat considered 
in the past to be, perhaps, more of a diversifier, 
maybe a little less Cat-exposed, other than out 
here on the West coast,” Cloutier told attendees 
of the conference’s annual Global Leaders Panel.

Citing the Fort McMurray wildfire — for 
which insured losses have been estimated at 
approximately $3.6 billion — he said a higher 
frequency of billion-dollar-plus events could make 
it tougher to think of Canada as a diversifier for 
reinsurers. “To have that kind of a contribution 
come out of a market this size, I think, does cause 
some concerns,” Cloutier suggested.

Moderator Peter Hearn, president and chief ex-
ecutive officer of Guy Carpenter & Company, LLC, 
noted “no one really appreciated or considered 
the massive concentration of values in such a re-
mote location exposed to the peril of wildfire.”

But Mike Sapnar, president and chief executive 
officer of Transatlantic Reinsurance Company, said he 
is not sure why the Fort Mac loss came as such a 
surprise. “There is precedent on both modelled 
and unmodelled losses in non-correlating or 
cold spots or diversifying areas,” Sapnar said.

The pricing of natural perils “will natural-
ly change, but it will be done in a way that is 

Angela 
Stelmakowich  
Editor

2016  
National Insurance  
Conference of Canada 
Vancouver 
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both the (property and casualty) and 
life insurance industries,” Rudin said. This 
includes reviewing the reinsurance pro-
grams and risk management practices 
of many p&c insurers.

OSFI’s work to date shows “the ma-
jority of institutions are managing their 
reinsurance risk prudently, in accordance 
with our Sound Reinsurance Practices and Pro-
cedures Guideline,” he reported.

That said, “a small, but significant, 
group of insurers were flagged as having 
concentrated counterparty credit risk 
issues,” Rudin told attendees.

“We are now looking more broadly 
at innovation in the use of reinsurance 
and the net risk impact on the direct 
writer,” he said. “Through this work, we 
hope to determine if counterparty credit 
risk issues arise with the reinsurance 
strategies beyond the leveraged business 
model, and if so, to examine how those 
risks are being managed.”

MOVE FROM STRUCTURED  
TO UNSTRUCTURED DATA
The insurance industry is witnessing 
“a rapid uptake of new data sources” 
— moving from structured data to 
unstructured data — that offers future 
benefits, but poses current implications 
for carriers looking to gain insight from 
the data, noted James Colaco, a partner 
with Monitor Deloitte at Deloitte LLP.

Speaking as part of a data analytics 
panel at NICC 2016, Colaco pointed out 
that, traditionally, insurers have relied on 
structured data like internal data, cus-
tomer-provided information, government 
sources and credit reports as the sole 
sources of information for risk assess-
ment. That “is very much what I would 
call structured data, meaning it is orga-
nized data, fits into a relational database 
and is relatively, I would say, straightfor-
ward to analyze,” he explained.

But by increasingly taking into account 
unstructured data — such as social me-
dia, research news, weather patterns, 
telematics-related information and be-
havioural purchasing data — underwriters 
can better understand concentration of 
risk, he suggested.

based on much better information and 
a much better understanding of the risk 
that is now being considered,” suggest-
ed John Charman, chairman and chief 
executive officer of Endurance Specialty 
Holdings Ltd.

But Laura Taylor, managing partner 
and chief financial officer of Nephila 
Capital, pointed out the Canadian mar-
ketplace is already crowded. “The view 
of risk is definitely important, and that 
could influence pricing, but capacity is 
a real factor,” Taylor noted.

The industry needs “to work with our 
customers and our distribution partners 
to really begin to understand and build, 
if you will, some more balance into the 
book by probably having a more honest 
view of the real risks and the real expo-
sures here,” Cloutier advised.

REINSURANCE, COUNTERPARTY 
CREDIT RISK A CONCERN 
“Just as reinsurance helps diversify risk 
for the direct writer, it can also create 
new risks, especially counterparty credit 
risk,” Jeremy Rudin, superintendent of 
the federal Office of the Superintendent 
of Financial Institutions (OSFI), said dur-
ing his keynote address at NICC 2016.

A trend seen in the use of reinsurance 
recently created OSFI concern and elic-
ited an expanded review. “Our primary 
concern was in regards to a business 
model that involves insuring commer-
cial risks in Canada, while reinsuring a 
very significant portion of that risk off-
shore,” Rudin explained. 

“In many cases, these risks are trans-
ferred with only small amounts of capi-
tal being maintained in Canada. That is 
why we refer to this as the leveraged 
business model,” he told attendees. 

Taken to extremes, “this model in-
troduces a highly concentrated coun-
terparty credit risk to the direct writer. 
This risk could, ultimately, impair its 
ability to compensate policyholders in 
a severe, but plausible event.”

That being the case, OSFI has opted to 
expand the scope of its review “so as to 
deepen our understanding of the broad-
er reinsurance practices being used in 

Tending to be text-heavy, but also in-
cluding photos, videos and multimedia, 
“unstructured data will be the norm 
going forward,” Colaco predicted. 

Still, “this raises a number of implica-
tions for carriers that will need to ingest, 
to manage and to provide insight from 
this data,” he added.

With the move towards using more 
unstructured data, “what this means for 
pricing models, segmentation models, 
analytical models that were once solely 
driven by internal data and traditional 
data sources [is they] can now refuel 
to be tremendous sources of external 
data,” he said. “So the proliferation of 
third-party data is, in fact, reducing in-
surers’ need for that internal data.”

Citing social media, “there’s a lot of 
attitudinal data, behavioural data, demo-
graphic data — it’s just vast and every-
body is just sort of posting it up there. 
I think there’s a wonderful opportunity 
there to consume that data and to derive 
real insight into the sentiments of your 
customers, the motivations of your cus-
tomers, and how to better serve them.”

There are also possibilities around sen-
sor data, the sources of which include 
telematics or usage-based insurance 
programs and smart home technology. 
“Everything is moving away from a stat-
ic framework,” Colaco suggested. 

“Historical data used to be used to pre-
dict future losses, but we’re moving into 
more of this custom approach that’s 
specific to individuals,” he said.“We’ll 
be able to understand risk at the indi-
vidual level,” he noted.

“Traditional structure databases and 
governance are limiting the use of un-
structured data, forcing, I would say, big 
data into small data. So data ingestion, 
management and analysis must be treat-
ed as a strategic discipline,” he argued.

TRULY FOCUSING ON  
THE CUSTOMER
Becoming truly customer-centric, in 
which meaningful customer engage-
ment is achieved, will not be realized 
until insurers can shift away from their 
entrenched focus on task, Barry Pokroy, 
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regulation,” Forgeron emphasized dur-
ing his luncheon address at NICC 2016. 

Regulation “affects everything from 
our research and development efforts, 
to marketing and sales, to the introduc-
tion of new ideas,” he told attendees. 

“The fact is: Canadian regulators have 
not yet embraced digital insurance so-
lutions. That’s a far cry from what’s 
happening in the United States, where 
progress is being achieved and allowed,” 
Forgeron argued.

“Just like our industry, regulators 
need to adapt to the world as it is — not 
cling to the world as it was,” he said. “At 
a time when the wants and needs of Ca-
nadians are rapidly changing, regulators 
need to move forward and update their 
vision of what protecting consumers 
means in the 21st century,” he added.

“Technology is recalibrating the expec-
tations of all consumers,” Forgeron noted. 
“A changing world brings new risks and 
vulnerabilities. It opens the door to in-
novative new products that help protect 
people and businesses,” he pointed out.

“Regulators have a duty to protect con-
sumers, but also to enable an environ-
ment that allows for innovation,” he said.

It is crucial for regulators to ensure 
“their rules and requirements are friendly 
to change,” Forgeron said. “We need the 
freedom to adapt, to evolve, to serve con-
sumers as they want to be served — not 
as they were served in a previous era.”

MANDATING AUTOMATED VEHICLE 
TECHNOLOGY TO DRIVE BENEFITS
There will be a mix of vehicles with no 
automated technology and plenty of 
such technology for years to come, but 
the full benefit of automated features is 
unlikely to be realized without them 
becoming mandatory, Stefan Schulz, glob-
al head of motor consulting for Munich 
Re, suggested during NICC 2016.

“If all these additional features, the 
devices in vehicles that help save lives, 
are not compulsory, then of course, this 
will not work,” Schulz told attendees of 
a session on road safety, telematics and 
autonomous vehicles. 

“If things don’t become compulsory, 
nothing’s going to happen; nobody’s go-

leader of Farber Financial Group’s Cir-
cle & Square Practice, commented dur-
ing NICC 2016.

“We’ve become task- or process-centric 
and not client-centric,” Pokroy said dur-
ing the panel discussion, Client-Centricity 
Shouldn’t be a Foreign Language. For “client 
service not to become a foreign language, 
we need to connect with the customer 
and then engage the task at hand.”

In all elements of life today, people 
are driven by task and have lost the skill 
of mentalization, the ability to under-
stand what another person is thinking 
and to engage the world of that person. 

That skill “is critical because what it 
does is it allows us to understand the 
intentionality behind people’s behav-
iour,” Pokroy noted. “If we can un-
derstand the intention behind people’s 
behaviour, then we are able to connect 
with them and respond to them in a 
way that’s not foreign and alien.”

Louis Gagnon, president of service 
and distribution for Intact Financial Cor-
poration, said the insurance industry has 
“a lot of challenges” to become customer-
centric. Gagnon’s view is “simplicity 
seems to be the first thing that custom-
ers are looking for right now.” 

Beyond that, they want transparency 
— “people have to know what they’re 
covered for and what they’re not covered 
for” — and to be offered value, he said.

Tamara Vrooman, president and chief 
executive officer of Vancity, emphasized 
it is important not to simply digitize 
bad customer experience. It is necessary 
to “actually think about the way that 
digital works in a way that allows us 
to have that individualization and that 
customer-centricity,” Vrooman noted.

REGULATION MUST BE 
“TECHNOLOGY-AGNOSTIC”
Regulation must be “technology-agnostic,” 
with regulators creating an environment 
that fosters innovation and embraces 
digital insurance solutions, argued Don 
Forgeron, president and chief executive 
officer of Insurance Bureau of Canada.

“In too many areas of our business, in-
novative thinking is the square peg con-
fronting the round hole of our current 

ing to buy these devices even if they’re 
good because all this costs money,” he 
said simply. “Total cost of ownership is 
the main thing, and if there are no laws 
to produce these things, they’re not go-
ing to happen.”

With fully autonomous vehicles, these 
will also require appropriate infrastruc-
ture, all of which costs money. The best 
rates will come down because of the 
technology, but only when local govern-
ments and federal governments support 
the technology changes, he argued.

“We need infrastructure and invest-
ment,” Schulz maintained. “We will have  
a hybrid scenario where we have auton-
omous vehicles mixed with non-auton-
omous vehicles and that’s going to be a 
big challenge,” he suggested. 

Vehicles with virtually no automated 
technology will likely still be on the 
roads for 10 and 18 years, he added.

GREATER OPENNESS TO CYBER HELP
Cyber attackers are becoming increas-
ingly sophisticated, but that development 
may be balanced by a greater openness 
to commissioning expertise.

“We are at the cusp of a paradigm 
here,” Alexander Rau, a senior manager 
with Mandiant’s Canadian Security Con-
sulting Services practice, argued during 
a panel discussion at NICC 2016.

In the past, organizations thought they 
“don’t need help,” but now they “know 
and see they need help,” Rau said.

Organizations must understand “they 
have to put policies, procedures and play-
books in place on how to recover from 
the breach when it happens,” he said.

Recommendations include monitor-
ing, using managed security services; 
using threat intelligence by getting infor-
mation from organizations in the field; 
incidence response procedures; and ta-
bletop exercises.

Companies are responding to cyber 
threats, Rau said, but not all are doing 
so appropriately. “What we see they’re 
responding to are threats that we’ve seen 
in the past. We need to get to a point 
where the organizations are being more 
proactive to deal with the threats we’re 
seeing right now or in the future.”     
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MOVES & VIEWS

1 Martin Thompson 
[1a], former senior 
vice president of 

commercial insurance and 
global specialty lines for RSA 
Canada, is the insurer’s new 
president and chief executive 
officer. With the RSA Group 
since 1997, Thompson has 
held numerous senior leader-
ship roles globally, including 
director of underwriting and 
risk for RSA’s Scandinavian 
operations. He replaces 
Rowan Saunders [1b], who 
has moved to Economical 
Insurance as its president 
and chief executive officer. 
Saunders replaced Karen 
Gavan [1c] on November 1.

2 Peace Hills Insurance 
recently announced 
that Diane Brickner 

[2], who retired effective 
the beginning of 2015, will 
return to the company as 
interim president and chief 
executive officer. Brickner 
will serve until a replacement 
is confirmed. She replaces 
Gene Paulsen, who is  
retiring. Peace Hills 
Insurance is wholly owned by  
the Samson Cree First Nation. 

3 Amy Zupon [3] has 
assumed the role of 
chief executive officer 

of software vendor Vertafore 
Inc. Zupon, who previously 
served as chief executive of-
ficer of P2 Energy Solutions, 
replaces Jeff Hawn, reports 

Washington-based Vertafore. 
“Zupon joins Vertafore as the 
company prepares to launch 
several new and enhanced 
product and service offerings 
to the market,” it adds.

4 A.P. Reid Insurance 
Limited of Halifax 
announced in October 

its intention to acquire 
Robinson Insurance Brokers 
of Edmonton. “Effective 
November 1, the company’s 
brokerage operations will 
integrate under the A.P. Reid 
brand,” notes a statement 
from A.P. Reid Insurance. 
Daniel Robinson, president 
and owner of Robinson 
Insurance Brokers, will become 
western regional manager of 
A.P. Reid Insurance, which 
has locations in Nova  

Scotia, New Brunswick, 
Quebec, Ontario and Alberta. 
Its Edmonton office and the  
Robinson Insurance Brokers 
office will join to establish a 
western regional office led  
by Robinson and Kathleen 
Corkum, A.P. Reid Insurance’s 
current western business 
development manager. The 
entire team for Robinson 
Insurance Brokers will remain 
with the merged offices. 

5   HUB International 
Limited reports that 
Tina Osen [5a], most 

recently president of HUB 
TOS in British Columbia, 
will take on duties as HUB 
Canada’s new president. 
Chad Robertson [5b], most 
recently regional president, 
Canada West, is the new 

executive vice president of 
international business and 
growth initiatives for HUB. 
HUB International holdings 
in Canada include HUB 
International HKMB and 
Totten Insurance Group Inc. 
 

6 Heather Matthews 
[6a], senior vice 
president of Crawford 

& Company (Canada) Inc.’s 
National Claims Management 
Centre, was inaugurated in 
September as president of 
the Canadian Independent 
Adjusters’ Association 
(CIAA). Matthews has held 
her position with Crawford & 
Company Canada since 2012 
and has been with the claims 
services firm since 1987. 
At CIAA, she replaces Fred 
Plant [6b], who took over in 
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2015 from Albert Poon, now 
president of Cunningham 
Lindsey Canada Claims 
Services Ltd. Plant had been 
president of Plant Hope 
Adjusters Ltd. before it was 
acquired by SCM Insurance 
Services Inc.’s ClaimsPro 
unit. He is now ClaimsPro’s 
senior vice president, opera-
tions for Atlantic Canada.

7 Katherine Hanratty has 
joined Cunningham 
Lindsey Canada Claims 

Services Ltd. as its chief 
operating officer. Providing 
operational leadership to the 
Canadian operations, as well 
as developing and executing 
corporate strategic initiatives,  
Hanratty brings to the posi-
tion more than 20 years of 
experience across all core 

insurance functions. She has 
held a number of senior-level 
positions with carriers.  

8  Shane Swinson [8a] 
has taken on the 
role of senior vice 

president, insurance portfolio 
for FirstOnSite Restoration 
Limited. Swinson joined 
FirstOnSite in June 2015. 
Also at the Mississauga, 
Ontario-based restoration  
firm, Tara Morissette [8b] 
has been named vice 
president, national accounts. 
Morissette was previously 
with Pario Engineering and 
Environmental Sciences. 

9  Private financial 
services firm Lussier 
Dale Parizeau, Riverin 

Girard & Associés and 

Ouellet Fillion have come to 
a merger agreement. Branches 
in Dolbeau-Mistassini, 
Normandin, Saint-Félicien,  
Alma, Chicoutimi, Chibougamau  
and Jonquière will continue 
to operate under the Riverin 
Girard & Associés and 
Ouellet Fillion (Alma)  
banners. Executives with 
Riverin Girard and Ouellet 
Fillion will become part of 
the consolidated group’s 
management team.

10Lloyd’s coverholder  
GroupOne 
Insurance 

Services has hired Mark 
VanHelden [10] as director 
of professional/management 
liability and cyber insurance. 
VanHelden will help brokers 
sell directors and officers 

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 

and other specialty products 
to “their customers who still 
don’t purchase what should 
be standard coverages, as 
well as new and emerging 
cyber risks,” reports the 
underwriting agency. He 
has 20-plus years with two 
large property, casualty and 
specialty lines providers and, 
most recently, led a specialty  
lines underwriting unit servic-
ing the middle market space.

11Ryan Cockle has 
joined forensic 
engineering and 

fire investigation firm Origin 
and Cause. Cockle, a forensic 
mechanical engineer, brings 
to the position more than 10 
years of experience investigat-
ing vehicle, heavy equipment 
and structural fires. He also 
has an extensive background 
investigating product failures, 
and reviewing and revising 
mechanical and electrical 
product designs. 

12 Randy Lim has 
been promoted 
from Braemar 

Adjusting’s senior adjuster 
to its director. Among other 
things, the firm provides loss 
adjusting for claims involving  
offshore platforms and 
production vessels, drilling 
units, refineries, petrochemi-
cal plants and mines. 

http://twitter.com/CdnUnderwriter
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Lloyd’s held a “Meet the Market” 
event in Calgary on September 8 
at the Calgary Telus Convention 
Centre. The afternoon event 
saw opening remarks from Sean 
Murphy, Lloyd’s Canada president, 
followed by a panel of guests to 
discuss city resilience and Lloyd’s 
latest City Risk Index. The event 
also provided an opportunity to 
spend time in the “Underwriting 
Room,” where “boxes” hosted by 
syndicate underwriters and London 
brokers representing multiple 
classes of (re)insurance written  
at Lloyd’s were set up.
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APPOINTMENT

Jean-François Blais

Jean-François Blais, FCAS, FCIA, 
President of Intact Insurance, was 
elected Chair of the Board of Governors 
of The Insurance Institute of Canada at 
the 63rd Annual General Meeting, held 
October 25, 2016 in Charlottetown, P.E.I. 
Lynn Oldfield, MBA, FCIP, CRM, 
President and CEO of AIG Insurance 
Company of Canada, was elected Deputy 
Chair of the Board. S.J. (Jeff) Goy,  
ACAS, CIP, President and CEO of The 
Wawanesa Mutual Insurance Company, 
was elected Vice Chair, Governor at 
Large. J.R. (Bob) Tisdale, MBA, FCIP, 
CRM, ICD.D, President and COO 
of Pembridge and Pafco Insurance 
Companies, is immediate Past Chair.
Regional Vice Chairs are:
Robert Katzell, BA (Hons), LLB – 
Western provinces
Tom Reikman, MBA, HBSc, CIP – 
Ontario
Simon Charbonneau, FPAA, CRM – 
Quebec
Kathy Stewart, CIP – Atlantic provinces
Divisional Vice Chairs are:
Michael Wills, FCIP – Academic
Mike Kosturik, BA, FCIP – 
Professionals’
The Institute is the premier professional 
education body for the p & c insurance 
industry. Its membership of over 
39,000 includes 20,000 active students 
in its formal programs, including the 
Chartered Insurance Professional 
(CIP) and Fellow Chartered Insurance 
Professional (FCIP) designations.

InsuranceInstitute.ca
BeAssured.ca

http://www.canadianunderwriter.ca/gallery
http://www.insuranceinstitute.ca
http://www.beassured.ca
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At a launch party in Toronto 
on September 20, Düsseldorf, 
Germany-based family-owned 
enterprise ARAG Group announced 
it has launched operations in 
Canada with the newly founded 
ARAG Services Corporation. The 
new company develops legal 
insurance products and manages 
underwriting, sales and marketing 
activities in the Canadian market, 
while Brit Syndicate at Lloyd’s is 
the assigned risk carrier. Canadian 
Peter Talacek heads the ARAG 
subsidiary based in Toronto. 
ARAG Services Corporation is an 
authorized coverholder of Lloyd’s. 
Initially, it will operate in Ontario, 
British Columbia and Alberta.          

See all photos from this event at www.canadianunderwriter.ca/gallery
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Hannover Re held a 50th 
Anniversary Boat Cruise and End 
of Summer Party around the 
Toronto Islands and waterfront on 
September 21. Guests enjoyed 
lunch, refreshments and a lovely  
afternoon to celebrate the milestone.  

From left: Carla Ferreira, Jenifer Anders, Rahel Scholz, Kevin Burgess, Chris Piercy,  
Raj Chopra, Mohamed Alsoofi, Paul Warburton, Derek Spafford and Frank Overtheil.

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

APPOINTMENT

Joe McKeown  
Vice-President
Underwriting

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 Joseph  
(Joe) McKeown to the position of  
Vice-President, Underwriting. In his 
new role, Joe is responsible for the  
execution of Ecclesiastical’s underwriting 
strategy, policies and programs, as well 
as leading and developing the Head  
Office Underwriting Team. 

With over 26 years of commercial 
property and casualty underwriting 
experience, Joe draws upon a broad 
range of expertise gained through  
progressively senior positions at major  
national and global organizations. In 
his leadership roles, Joe has successfully  
enabled both local and international 
teams to achieve their growth objectives. 
Joe holds a Bachelor of Applied Science, 
Civil Engineering degree from the 
University of Toronto and possesses  
the P.Eng (Professional Engineer), 
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.canadianunderwriter.ca/gallery
http://www.ecclesiastical.ca
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The Canadian Independent 
Adjusters’ Association (CIAA) held 
its 32nd Annual General Meeting
and Conference at The Algonquin 
Resort, St. Andrews by-the-Sea, 
New Brunswick on September 22 
to 25. Attendees gathered for a 
bustling tradeshow, informative 
education sessions, social events 
and the member’s meeting.

See all photos from this event at www.canadianunderwriter.ca/gallery
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The Canadian Independent Adjusters’ 
Association (CIAA) held its 32nd 
Annual General Meeting and 
Conference in New Brunswick on 
September 22 to 25. The President’s 
Banquet and Ball saw outgoing CIAA 
president Fred Plant pass the reins 
to incoming president Heather 
Matthews. Numerous awards were 
handed out to CIAA members, with 
Glenn Gibson, ICD.D, CIP, FCLA, 
FCIAA, CFE, CFEI, receiving CIAA’s 
Honorary Life Member Award for his 
selfless contributions to the advance-
ment of the CIAA, his peers and all 
those he has had contact within the 
industry and beyond. Gibson began 
his insurance career in 1973 and 
became an independent adjuster at 
Adjusters Canada in 1980 before 
rising through the management ranks 
to become an integral part of the 
leadership of Crawford and Company.
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ower in Toronto on September 24, 
marking 35 years of the company in 
Canada. Hundreds of industry cus-
tomers, partners, guests, staff and 
TransRe’s global executive took a ride 
to the ‘top of Toronto’ for the anniver-
sary party. Micheal Sapner, President 
&  CEO of Transatlantic Reinsurance 
Company shared a few words with 
the audience, as did Cameron 
MacDonald, Senior Vice President 
of TransRe Canada, who recently 
celebrated his 25th Anniversary as 
leader of the Canadian operations.
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Laurie LaPalme of Cassels 
Brock and Syzan Talo of Guy 
Carpenter hosted the First Annual 
Ladies Fall Social in Vancouver 
in September. The convergence 
of insurance and reinsurance 
executives during the National 
Insurance Conference of Canada 
provided an opportunity for 

LaPalme and Talo to introduce 
a new event to the industry 
calendar. On a beautiful patio on 
Granville Island, the hosts wel-
comed everyone to the gathering 
of women executives to network 
and socialize in a relaxed 
environment. They look forward 
to seeing everyone in 2017.

The insurance industry is facing 
unprecedented pressures on 

the business of insurance:
•  InsurTech and digital technologies are 

driving innovation, and disruption;
•  Non-traditional entities are forging new 

products and business models;
•  Alternative distribution methods are placing 

additional strain on traditional models.

Insurance-Canada.ca’s 2017 Technology 
Conference will provide insight into:

•  The emerging landscape with case studies 
and thought leadership;

•  New drivers for insurers, brokers, suppliers 
change agents, technology providers;

•  Next generation of the insurance customer 
and its new requirements.

Mark your calendar for the new future!

Brought 
to you by:

TUESDAY, FEBRUARY 28, 2017
ALLSTREAM CENTRE TORONTO

Learn more and register at
www.insurance-canada.ca/ictc

Use code CUW25B for $25 discount o�  fees.

Disruption => New 
Realities, New 
Opportunities

MARK YOUR CALENDAR

If you are interested in sponsorship 
opportunities, please contact:

Kathryn Bertsch
416-244-4361
kathryn.bertsch@

insurance-canada.ca

Doug Grant
416-921-7756

doug.grant@
insurance-canada.ca

Patrick Vice
416-540-3008

patrick.vice@
insurance-canada.ca

ICTC_2017_1116CU_halfvert.indd   1 2016-10-25   3:05 PM
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Following the success of the 
first Dive In Festival for Diversity 
& Inclusion in Insurance in 
London last year, Dive In 2016 
has gone global. Ten countries, 
including Australia, Bermuda, 
Canada, China, France, Ireland, 
Singapore, Switzerland, the 
United Kingdom and the United 
States staged more than 45 Dive In  

events. This makes Dive In the 
only international, sector-wide, 
concurrent diversity and inclusion 
event of its kind in the world. For 
Canada, the Dive In Festival took 
place in Toronto on September 
29 at the St. Andrews Club & 
Conference Centre. A panel of 
accomplished senior leaders 
shared their inspiring personal 

and professional experiences on 
obstacles they have encountered 
and what can be done to enable 
greater diversity and inclusion  
within insurance. Titled, “A Policy 
with No Exclusions: Moving the 
Dial on Diversity & Inclusion in 
Insurance. Why? Because it’s 
2016,” the panel at the Toronto 
event included, Colleen Johnston, 

group head, direct channels, 
technology and marketing for TD 
Bank Group; Suzanne Labarge, 
Chancellor of McMaster University 
and XL Group’s Board of 
Directors; James McNasby, gener-
al counsel of Marsh & McLennan 
Companies’ risk and insurance 
segment; and William Onuwa, 
RBC’s chief audit executive.
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considered vacant and covered by the policy. 
Insurers typically elect for a named-perils policy, as op-

posed to a broad form wording, as this removes coverage 
for key concerns such as water-related losses and theft with 
resulting damage. 

In addition, vandalism is typically excluded by endorse-
ment, as is illegal drug cultivation. 

The building valuation is often restricted and amended to 
an actual cash-value basis and some insurers elect not to 
cover equipment.

As described by the International Risk Management 
Institute, the vacancy permit endorsement — worded as a 
warranty by some carriers — “suspends some or all of the 
coverage restrictions that apply to buildings that have been 
vacant for more than a specified time period.”

These conditions, commonly found in a vacancy permit 
endorsement, are designed to ensure the property is still 
adequately maintained in order to reduce the chance of loss. 

For example, a vacancy permit might require the insured 
to securely lock all windows and doors, remove all rubbish,  
maintain heating and electrical utilities, and consistently 
visit the property within a specified time period (anywhere 
from every 48 hours to every seven days).

Some insurers will limit the policy period to three or six 
months, with many not agreeing to extend these policies for 
risks that have been vacant for two or more years. 

Depending on the situation, it is not uncommon for car-
riers to bend their internal rules. There is also no shortage 
of companies, including managing general agents, willing 
and able to provide some form of coverage. 

However, the longer a property sits idle, the more dif-
ficult obtaining coverage is likely to be. This is an especially 
pressing concern where an insured may have a mortgage on 
the property, since the mortgagee will likely require proof 
of insurance to maintain the financing. 

Moreover, as the length of the vacancy is extended, carri-
ers often become more concerned with the moral hazards 
presented, a concern that is justifiably heightened with the 
“innocent co-insured” provisions in provincial regulations. 

These provisions allow recovery by an innocent insured 
on the policy even where another insured on the same 
policy is found to have acted criminally, for example, by 
committing arson.In the United States, the National Fire 
Protection Association (NFPA) reports that 43% of vacant 
building fires were intentionally set. Moreover, in unsecured 
properties, 57% of the fires were intentional compared to 
31% in secured properties, notes the 2009 article by NFPA, 
Vacant Building Fires.

Fire protection systems, even when they are still connect-
ed and active, are often ineffective where a fire is caused 
by the rehabilitation to the outside of the building since most 
automatic systems are designed to suppress fires originat-
ing within the structure. 

A fire can certainly result in a total building loss. Fires are 
often caused by unannounced renovations to the structure, 

An insurer is entitled to identify how the premises are being 
used. If a vacant building represents a materially different risk, 
as it increases the likelihood of loss, defining the term is im-
perative for applicants. 

That said, pinning an exact definition on the word “vacant” 
can be elusive at times.

Simply put, there are multiple factors that might indicate 
whether a structure is rightly termed occupied, unoccupied or 
vacant. For instance, the difference between the terms “vacant” 
and “unoccupied” is often related to the occupant’s intention 
to return, notes the Insurance Institute of Canada publication, 
C12 Insurance on Property. 

Therefore, to define a risk as vacant, both its unoccupied status 
and the intention of the property to permanently remain as such 
must be considered.   

In the end, each situation is unique and all circumstances 
must factor into defining a building’s occupancy status. A few 
questions that might assist in this endeavour are as follows: 
•	 Is	the	building	deprived	of	contents	and	equipment?
•	 Is	the	building	habitable	in	its	current	state?
•	 Are	all	utilities	still	connected	and	operational?
•	 Is	the	building	being	used	(or	is	it	able	to	be	used)	for	its	in-

tended	purpose	or	is	it	only	visited	for	a	transitory	purpose?
Ultimately, the courts will decide an appropriate definition 

based on the specific nuances of each case. However, the ften 
placed on a named-perils basis with higher rating, larger de-
ductibles and a specific endorsement allowing the premises to be 

(289) 769-3480 | (877) 819-8960
www.epscanada.com
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EPS Settlements Group 
of Canada has launched!

Brad Cantwell, President of EPS Settlements 
Group, and Bob Nigol are pleased to 
announce a partnership through the launch 
of EPS Settlements Group of Canada.
 
EPS Settlements Group is the flagship 
company of the oldest and largest structured 
settlements organization in North America.
 
Bob Nigol is a former owner and President and 
CEO of Henderson Structured Settlements 
and now the Managing Partner of EPS 
Settlements Group of Canada.
 
Together Brad and Bob wish to invite past and prospective clientele to engage in what 
assuredly will be the very highest standard of service achievable in the structured 
settlements market in Canada.

To further the review, the court confirmed that an insured 
has the onus of first establishing a claim is within coverage 
before the onus then shifts to the insurer to establish that an 
exclusion applies, and then if necessary, back to an insured to 
prove any exception to the exclusion.

In Ledcor, the majority of the Supreme Court of Canada re-
jected the Alberta Court of Appeal’s finding that the exclusion 
clause must exclude some physical loss from coverage or it 
would be redundant. The majority reminded that in Progressive, 
the Supreme Court of Canada stressed that “perfect mutual 
exclusivity [between exclusions and the initial grant of cover-
age] in an insurance contract is not required.” 

Moving on, the majority opined although the language of the 
exclusion clause slightly favoured the insured, it was, nonethe-

less, ambiguous with different possible interpretations.
Turning to the general principles of contract interpreta-

tion, the majority noted that the overall purpose of such 
builder’s risk policies as providing broad coverage to 
construction projects “which are singularly susceptible 
to accidents and errors... in exchange for relatively high 
premiums... provides certainty, stability, and peace of 
mind.” The analysis confirms that all-risk coverage under 
a builder’s risk policy is intended to be broad, and the 
faulty workmanship exclusion narrow. 

Interpreting the exclusion clause to preclude from cov-
erage only the cost of redoing faulty work aligns with 
commercial reality and sensible results, as well as the par-
ties’ reasonable expectations, while not transforming the 
insurance policy into a construction warranty. 

Interestingly, the majority also rejected the insurer’s 
argument (favoured by Alberta’s Court of Appeal) that 
accepting an interpretation granting coverage would 
promote commercially unreasonable behaviour by influ-
encing how work is divided among various contractors 
on a project in an effort to maximize coverage — in es-
sence providing an incentive to divide up the work as 
finely as possible. The majority held that it would be un-
reasonable to expect an owner or general contractor to 
consider this as a particularly relevant factor in deciding 
how to allocate work. 

It deserves note that the Supreme Court of Canada was 
not unanimous in these views.  While agreeing with the 
majority’s disposition of the case, Justice Thomas Crom-
well, in separate reasons, expressed doubt that the inter-
pretation of standard form contract as so removed from 
the consideration of factual context to warrant an ex-
ception from the general rule in Sattva. Justice Cromwell 
found the trial judge did not err in finding the clause 
ambiguous.

The result for insurers is the potential for increased liabil-
ity under builder’s risk policies, at least with respect to pol-
icies written in the present common form, and a further 
strong precedent for the rule that courts will maximize 
coverage and minimize exclusions in cases of uncertainty. 
Moreover, the modest deterrence to appeals promised by 
the higher standard of review in Sattva no longer applies to 
the interpretation of a standard form contracts.     

Interpreting the exclusion clause to preclude from coverage  
only the cost of redoing faulty work aligns with commercial  
reality and sensible results, as well as the parties’ reasonable  
expectations, while not transforming the insurance policy into  
a construction warranty.

http://www.canadianunderwriter.ca/gallery
http://www.epscanada.com
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Forensic engineering firm Giffin 
Koerth unveiled a new brand 
identity through the introduction of 
a new name and logo on October 
5 at a brand launch held at the 
Steam Whistle Brewery in Toronto. 
The new brand signifies growth 
and transformation and celebrates 
the firm’s 14-year history. Giffin 
Koerth will now be known as 
-30- Forensic Engineering. The new 
logo is a nod to the early days of 
newspapers, when reporters would 
submit their final news copy on 
typewritten pages where reporters 
would type DASH-THREE-ZERO-
DASH, or “-30-”, at the bottom 
of the page, to signify to the 
typesetter that it was the end of 
the piece. It was a way of saying 
the facts were all there. Says Chris 
Giffin, president of -30- Forensic 
Engineering, “Through our steadfast 
commitment to being ‘the last word  
in forensic engineering,’ our new  
identity is a symbol of this promise.”
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More than ever, the consumer is Royalty:
•  InsurTech and digital technologies 

are driving innovation, and disruption, 
in distribution;

•  Leading brokers are active in the fray, 
but others are watching from the stands;

•  Is the traditional value proposition 
still viable?

Insurance-Canada.ca’s 2017 Broker Forum 
will explore the emerging landscape 

with case studies and thought leadership. 
Brokers, insurers, change agents, 

technology providers, and futurists will 
prepare you for the new realities and 

disruption and the road to opportunities.

Mark your calendar for the new future!

Brought 
to you by:

Disruption => New 
Realities, New 
Opportunities

If you are interested in sponsorship 
opportunities, please contact:

Kathryn Bertsch
416-244-4361
kathryn.bertsch@

insurance-canada.ca

Doug Grant
416-921-7756

doug.grant@
insurance-canada.ca

Patrick Vice
416-540-3008

patrick.vice@
insurance-canada.ca

MARK YOUR CALENDAR
WEDNESDAY, MARCH 1, 2017
ALLSTREAM CENTRE TORONTO

Learn more and register at
www.insurance-canada.ca/icbf

Use code CUW25B for $25 discount o�  fees.
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Willie Handler held the official 
book launch for his new book, THE 
ROAD AHEAD, on September 21 at 
Ben McNally Books in downtown 
Toronto. The book relays the story 
of Rick Tompkins, a suburban 
Toronto insurance broker, who runs 
for political office thinking that  
he has little chance of winning. 
Rick fumbles his way through 
the campaign, but still manages 
a surprise win. Now it is time for 
his party to deliver on impossible 
promises Rick thought would never 
need to be delivered. Stumbling 
from one political scandal to  
another, the political party 
machine is able to spin those 
scandals to its advantage.

See all photos from this event at www.canadianunderwriter.ca/gallery
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When is a medical examination considered a second examination
 under Rule 36 of the New Brunswick Rules of Court?

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

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