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different.
That’s why we’re
serving up solutions
to fit your customer.
It starts with great conversation with our
Brokers on products to meet the changing
needs of their clients. Partnering with CAA
Insurance is as satisfying and smooth as your
morning coffee — all backed by one of the
most trusted brands in Canada.

Want to learn more? Talk to us.
Kathy Corbacio 289-260-5120 (Ontario)
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Lynne Gerhardt 902-229-3478 (Atlantic)
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Let’s Make a Deal

uring the ﬁrst 10 full days back from the winter vacation, I found my
email inbox jammed with merger announcements.
Between Jan. 3 and 12, 2019, our publication received word of seven
deals ranging in size from small to large. Among them, U.S.-based
Arthur J. Gallagher & Co acquired Canadian brokerage Jones Brown
Inc. Alberta-based Challenge Insurance Group Inc. and Ontario-based Toronto Insurance & Financial Group Inc. joined BrokerLink, one of Canada’s
largest property and casualty insurance brokerages. And Hub International
Limited acquired the assets of TRG Group Beneﬁts and Pensions Inc. and
Montreal-based brokerage Forum Risques et Assurance Inc.
Ironically, at the same time, Willis Towers Watson issued a press release
announcing the ﬁndings of its most recent report on global mergers and acquisitions (M&A) activity: “Deal makers [in 2018] record worst year for a decade, as global M&A market underperforms for ﬁfth straight quarter.”
You might argue that the view from over the pond is totally misaligned
with what’s happening in our neck of the woods. However, the Willis Towers Watson report cites the following constraints to global M&A activity that
sound familar here in Canada. “We have seen clear warning signs of market stress during 2018 such as rising U.S. interest rates; geopolitical, trade
and tariff uncertainties; overstretched M&A valuation levels; and increasing
protectionism against cross-border M&A deals and global trade ﬂows. Taken
together, the impact on deal performance is perhaps understandable.”
Keep in mind that Willis Towers Watson is focusing on completed deals
larger than $100 million, and Canada’s relatively small market would limit
the number of deals of that magnitude. When RSA Canada bought GCAN in
2010, for example, that was Canada’s biggest P&C merger in a decade, despite
the comparatively modest price tag of $410 million.
For the reasons above, a broker’s exit plan probably shouldn’t rely too
heavily on selling the business for inﬂated multiples (currently at 2-4 times
broker commissions). As Mike Berris of Smythe Advisory points out, for that
kind of valuation, a brokerage would only be making a return of less than
7%. That will make it harder for an acquiring company to convince a bank to
loan money to ﬁnance the deal.
Stay tuned to Let’s Make a Deal, Canadian Edition to see what’s in store for
2019. The year certainly started with a bang.
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In defence of public insurance

canadianunderwriter

Homeowner
loses case
arising from
power surge

January 7
The story: B.C.’s public auto insurer, the
Insurance Corporation of British Columbia (ICBC),
responds to the argument that opening up the
market to competition will create efficiencies
and better accident benefits. The Canadian
Federation of Independent Business argues that
“challenges in B.C.’s auto insurance system
must be found outside our Crown insurer.”

January 7

Glennis Newcombe says:
I have worked for both ICBC and private insurers in Ontario. I would say both products have
plus and minus issues. Both providers are suffering financial challenges. Both providers
employ adjusters who, unfortunately, do not appear to be fully knowledgeable in the product
they provide and are over-burdened with heavy caseloads. I have always been a strong
supporter of ICBC and have always opined that ICBC provides a superior product over private
insurers. ICBC provides affordability for new and young drivers. Ontario insurers have been
cutting coverage in order to stay competitive, or require you to pay more for better coverage.
Private companies are constantly being sold….Unfortunately for BC motorists, they won’t
realize what they’ve had until its gone.

Alan McNulty says:
It’s good that ICBC is “fighting back,” explaining its activities, what differentiates it from other
legal jurisdictions, and how this can impact insurance rates. Of course, the main issue was
dodged: why claims and cash outflows have horrifically spiked the past four years, generating
huge “losses” despite revenue increases of 27%. ICBC is a political institution, effectively
macro-managed by the Cabinet, in which the overarching policy decisions are political in
nature. Any financial “resolution” must address the politics of ICBC. Auto insurance, whether
provided publicly or privately in Canada, is a tax on driving and subject to the vagaries and
contradictions of political decision-making…No government in B.C., for political reasons, will
eliminate public auto insurance (ICBC), nor allow private insurers to seriously
erode the viability of its economic monopoly position.

Ontario to hear
from consumers
about how to
lower auto rates
January 9
The story: The Ontario
government is asking drivers
and consumers to share
their views on how to lower
the province’s auto
insurance rates.

8

The story: A homeowner loses her bid
to sue the City of Salmon Arm, B.C. for
losses arising from a power surge after
a city snow plow hit a hydro pole.
Wawanesa paid $2,000 for the
homeowner’s claim, and then pursued
a subrogated claim against the City of
Salmon Arm, settling for about $1,000.
The homeowner then tried to sue the city
for her increased insurance premiums and
the loss of her claim-free discount.

Curtis says:

Marc Dubois comments:

I have an idea: get rid of FSCO
[Financial Services Commission
of Ontario]. There are enough
competitors in the market
for the insurance companies
to compete among each other;
this alone will drive down prices
for consumers. I deal in Quebec and
Ontario. One of reasons that auto rates are
so low in Quebec is because we have a vibrant, free-market
economy. When will the government learn that they are
sticking their nose where it doesn’t belong!

Seems like someone at Wawanesa should
have informed their policyholder of the
process of subrogation.

February 2019 | Canadian Underwriter

Rick Howard comments:
Shouldn’t Wawa give the $1,000
to their policyholder? Sounds like
the policyholder was not
fully compensated
for their loss.

Private equity ﬁrm
to acquire 50%
interest in western
Canadian insurer

The story: The Western Investment Company
of Canada, a publicly traded company in Alberta, has
entered into a letter of intent to acquire a 50% interest in
a western Canadian-based P&C insurer for $2 million.

December 19

Competition is coming and times are changing fast.

Adam Mitchell said

Tomorrow is
today’s reality.
The digital age of insurance is here. Are you ready?

At Applied, our cloud-based digital brokerage software
enables more businesses to stay ahead of the competition
with a single view of their business so they are more
informed and can act quicker than ever before.
Let’s get there together.

appliedsystems.com

REGISTER NOW!
FEBRUARY 27-28, 2019
BEANFIELD CENTRE, TORONTO

A New Insurance Order

Transformation « Innovation « InsurTech « Disruption
We are entering a new insurance order. Driven — or enabled — by digital systems,
digital services and InsurTech-like businesses and startups, insurance has seized upon innovation.
With the most intense focus on the consumer — their experience, their risk, their loyalty — those who
take the lead stand to come out ahead. The consumer wins; market leaders win as well.
With your peers, hear thought and action leaders explore major topics including:
 Product Innovation
The Customer Experience

 Marketing
 Claims

 Cyber
 Broker Distribution

 Emerging Technology
 and more

Hear the latest expert perspectives on hot topics including:
The Shape of Insurance
in Ten Years

Enabling Better
Broker Connectivity

Mark Breading
Partner & Chief
Research Officer
STRATEGY MEETS
ACTION

No one can predict what the
insurance industry will look like
ten years from now. However,
virtually everyone agrees that
it will be different – perhaps
substantially different. This
session will outline the different
possible futures for the industry.

The Three Biggest Innovation
Challenges for Insurance

Tyler Lanoway
Director - Strategic Initiatives

Simon Chan
Head of Corporate Innovation
Thought Leadership

WAWANESA

Consumers are demanding
it. Brokers need it to remain
competitive, maybe get a competitive
edge. Providing good customer service,
as quickly and as efficiently as possible
is essential. Connecting brokers to
requisite information is the objective. In
this session Tyler will discuss Wawanesa’s
strategy, and their plan and progress to
meeting this target.

COMMUNITECH

Five short years ago, the concept
of organized innovation centres, accelerators,
hackathons – indeed, anything to do with
InsurTech – was seldom more than a gleam
in someone’s eye. Fast forward to today, and
innovation is being woven into the very fabric
of insurance organizations. This session will
look at the challenges, success factors, and
where might this go next. Disruption?

Additional information and registration at www.insurance-canada.ca/ictc
Thank you to our sponsors!
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AUTO RATE INCREASES

Alberta’s cap on choice
Alberta’s 5% cap on auto rate hikes may in fact
harm the consumers it is designed to protect
B Y G R E G M E C K B A C H , Associate Editor

Alberta’s recent decision to continue
limiting auto rate increases to no more
than 5% may sound like good news for
drivers, but the industry is pushing
back, warning brokers that some clients
will see less choice in non-mandatory
coverages as a result.
In Alberta, insurers cannot raise
rates for private passenger auto without
getting permission from the Automobile Insurance Rate Board (AIRB).

THRESHOLD TO SWITCH
PROVIDERS | JAN 18

More than half (56%) of Canadians polled
would switch insurance providers for a savings
of $150 or more, according to a new Kanetix
survey. Almost 60% of respondents aged 1824 would switch to save $50-$99.

The province’s ﬁnance minister Joe
Ceci ordered AIRB not to approve rate
increases of more than 5% in 2017. At
ﬁrst, the restriction was in effect from
Nov. 1, 2017 through Nov. 30, 2018. It
was recently extended to August 2019,
when a provincial election is widely expected. The New Democratic Party has
ruled since the 2015 election.
“The broker community is starting to
feel the effects of the rate cap,” says Ce-

lyeste Power, vice president of the western region of Insurance Bureau of Canada (IBC). “We are advocating pretty
strongly for a removal of the rate cap by
August 2019. We deﬁnitely don’t want to
see it extended again.”
The ceiling on auto rate increases has
in fact caused “quite a few” brokers to
lose their contracts with carriers, reports George Hodgson, CEO of the Insurance Brokers Association of Alberta.

HIGH COST OF THE
WEATHER | JAN 17

Canada’s P&C insurers paid out nearly $1.9
billion in claims last year from the combined
effect of several weather catastrophes. A
$410-million Ontario/Quebec windstorm
event stood out among them.

canadianunderwriter.ca | February 2019
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Alberta has a “take-all-comers” rule
for auto insurance, meaning that if a motorist applies for insurance, the broker
must place it somewhere, and a carrier
cannot reject an insurance application.“So instead, [a carrier] will say [to the
broker], ‘We will cancel the contract because the book of business is not of the
quality we want,’” Hodgson says.
“It’s quite often the smaller brokerage
that suffers. Larger brokerages may have
a lot more contracts, so they have a lot
more places to place business. Everyone
suffers, but the small broker in the small
town is more vulnerable.”
While carriers are not allowed to hike
auto rates by more than 5%, it remains
possible that some clients of Alberta
brokers will see rate ncreases higher
than that, according to a government
official speaking on background. That’s
because the rate cap applies across an
insurer’s total book of business and not
to individual policyholders. By the same
logic, some individual motorists may
continue paying the same rate and others might pay less.
Before 2017, AIRB restricted rate increases to a maximum of 10% a year.
Ceci’s order dropped that ceiling to 5%.
The intent was to ensure consumers do
not face signiﬁcant rate hikes while the
government works with the industry to
ﬁnd a solution to the rising costs of auto
insurance, the government official says.
The Alberta government has hired an
actuarial ﬁrm, J.S. Cheng and Partners
Inc., to help gather data on what exactly
is driving claims costs up.
“In 2013, the industry noticed a huge
increase in claims costs,” Power says.
The increase was driven in part by injuries that insurers would have classiﬁed
under the minor injury regulation, but
the courts did not. The minor injury regulation currently sets a ceiling on pain
and suffering awards for “minor” injuries at about $5,000.
MOBILE INSURTECH
IN CANADA? | JAN 16

Cover Financial Inc., a U.S.-based
firm that sells almost all of its policies
through mobile device messaging, sayss it
may expand its home and auto coverage
ge
into Canada over the next few years.

12

February 2019 | Canadian Underwriter

SURVEY SAYS…

HARD MARKET IN PERSONAL LINES
Canadian Underwriter asked brokers* about pricing in home and auto
insurance. Of those who reported seeing price increases, we asked about
the impact of pricing on consumers and the broker’s level of
concern. Here are their top answers in each category.

PERSONAL LINES
BROKERS

FULL SERVICE BROKERS
(PERSONAL LINES)

Price Increases?

Price Increases?

96%

98%

Impact on Clients

Impact on Clients

YES

YES

53%

50%

SOME IMPACT

SOME IMPACT

HOME

Level of Concern

31%

Level of Concern

38%

EXTREMELY

EXTREMELY

PERSONAL LINES
BROKERS

FULL SERVICE BROKERS
(PERSONAL LINES)

Price Increases?

Price Increases?

96%

95%

Impact on Clients

Impact on Clients

YES

YES

60%

49%

SOME IMPACT
Level of Concern

SOME IMPACT

AUTO

43%

Level of Concern

39%

EXTREMELY

EXTREMELY

* 132 total responses, including brokers employed in full service brokerages and
those focused exclusively on personal lines.

Restricting rate increases to 5% is “unsustainable” for insurers, Power says.
Some are paying out $1.28 on claims and
expenses for every dollar they earn in
auto premiums, according to IBC ﬁgures.
Brokers, meanwhile, are starting to
notice less availability of non-mandatory coverages in the marketplace. In
Alberta, motorists must buy $200,000
of mandatory liability coverage, plus
ﬁrst-party accident beneﬁts. Optional
coverages include collision, ﬁre, theft,
vandalism and rentals while the damaged vehicl
vehicle is being repaired. Also

optional is the family protection endorsement, which is intended to cover
accident victims if the at-fault driver is
uninsured or underinsured.
If a client is not able to buy collision
coverage, this could be a problem if the
client’s vehicle is leased. Leasing companies to know they will get compensated
if their vehicles are badly damaged and
the customer cannot afford to pay for it.
Some customers are hearing from their
insurers that if they want a policy, the insured must pay the entire cost up-front
instead of paying in installments.

BULLET-PROOFING
WAIVERS | JAN 14

Bold lettering and capitalization
in a waiver clause helped a B.C.
storage locker firm to defend itself
in a $5,000 small claims action
brought by a customer.

DECLARATIONS

BROKER LICENSING

Competency for the future
How a revamped CAIB program will give brokers
the deep understanding required to be a trusted advisor

A

new, revised broker accreditation
program is expected to address a
concern that brokers entering the
industry may not always have a deep
understanding of the competencies required to be a professional advisor.
When it comes to broker errors and
omissions claims, “one of the biggest issues we face is that people who are new
to our business are probably not getting
a deep enough understanding of the actual responsibilities of being an insurance broker,” says Hugh Fardy, senior
vice president of professional liability for
Arthur J. Gallagher Canada’s Ontario region. “We have a responsibility to make
sure we have a good understanding of
DETECTING DISTRACTED
DRIVING | JAN 11

Intact Insurance says its
telematics program, My Driving
Discount, can detect whether a
driver is using a mobile device while
on the road.

B Y J A S O N C O N T A N T, Online Editor

our clients and their situation so we can
identify their exposures. I think the level
at which that has been addressed is perhaps not always deep enough for people
getting into the business.”
That appears to be changing. The Insurance Brokers Association of Canada
(IBAC) is looking to present a new, revised Canadian Accredited Insurance
Broker (CAIB) program in Fall 2019,
says Sandra Parker, IBAC’s manager of
professional development. The new proprietary content will address 10 broad
broker competency areas, including:
O insurance fundamentals
O claims support and management
O ethics and professional skills
EVIDENCE OF
HARD MARKET | JAN 10

business development and retention
It will also cover emerging issues
such as the sharing economy, terrorism,
overland ﬂood, earthquake, mass evacuation and drones, as well as subjects
like digital marketing.
CAIB was ﬁrst introduced in 1996.
Brokers understand the need to go beyond regular reviews and updates of the
program, Parker says. Originally, IBAC
used a “broker skill proﬁle” as a rough
guide to help shape content reviews,
program revision and development.
“But we thought it didn’t go quite as far
[as needed], because it was just skills,”
says Parker. “We knew there was
whole other dimension, which is

O

The 2018 Q4 index of Applied Systems,
a broker tech provider, reveals a 5%
increase in average premiums for personal
property and auto lines compared to the
same time last year.

5

%
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now quite commonly known in other industries as competencies.”
Competencies address key job-related
responsibilities that brokers are expected to carry out. They describe the behavioural aspects of carrying out skills.
“We thought, ‘Before we take a deep
dive into CAIB, we’ll take a look at the
skills proﬁle and upgrade it,’” Parker
says. “We will make it more robust by
creating a competency proﬁle for insurance brokers.”
What do brokers entering the ﬁeld
need to know? A Quebec organization
with a mandate to attract and enhance
the image of professionals working in
the P&C industry conducted a study in
March 2018. It found that brokerages
“are seeking candidates with high levels
of soft skills who position themselves
more as advisors than salespersons,” reports the Montreal-based Coalition pour
la promotion des professions en assurance de
dommages. “Soft skills remain at the core
of employers’ expectations.”
For brokers, four main soft skills include a sense of customer service, sales
skills, analytical skills, and planning
and organization skills, says Roxanne
Hébert, communications and operations
director with the coalition. Why? “Because for the property and casualty insurance broker, client relationships are
at the heart of the change in the profession,” she says.
Communicating with clients is crticial. Fardy reports that close to half of
the errors and omissions claims he sees
involve a simple failure to procure coverage. “Brokers often ask me, ‘How do
I ﬁnd out this stuff?’” Fardy says. “I tell
them, ‘Number 1, Google. Number 2, go
to your company.’”
Number 3 would be to ﬁnd an experienced broker in the office to ask him or her
a quick question about coverage. “Brokerage owners should encourage mentoring
within the office,” Fardy says.

NEW OFFERS
CGL MAX + LIABILITY EDGE
Vendor: Intact Insurance
Target Audience: Commercial insurance customers
What it does: Designed to provide broad and flexible commercial liability coverage

This March, Intact Insurance will introduce its national commercial liability coverage Commercial General Liability Max and its Liability EDGE options, CGL Max + Liability EDGE.
Designed to provide a broad coverage in simple and plain language, CGL Max is a simplified
and flexible product for commercial customers. The three extension packages of Liability
EDGE allow customers to extend their coverage even further: customizable and non-industryspecific limits make tailoring coverage simple and easy. Available across the country, this
insurance package works with Intact Insurance’s property coverage and EDGE Complete and
creates an enhanced business insurance policy.

TRANSPORTATION & CARGO SERVICE SOLUTION
Vendor: Crawford & Company
Target Audience: Trucking companies and other transportation organizations
What it does: A comprehensive set of claims management services to help transportation clients
limit risk, assist employees injured on the job, protect cargo, vehicles and other assets, and maintain
business continuity.

Among other features, Crawford’s transportation solution provides:
• 24/7 intake and onsite adjuster field response to incidents
• Dedicated transportation incident manager to handle all aspects of a claim
• Onsite coverage throughout North America
• Dedicated, experienced claims adjusters, coupled with the latest technology in
paperless claims processing to streamline data and evidence capture, claim
submission, analytics and settlement
• Coordination of complementary services such as towing, salvage, litigation
management and environmental impact
• Property damage and time element assessment via a national group of adjusters and
accountants controlling costs
• Holistic workers’ compensation and return-to-work programs

LEGAL EXPENSE INSURANCE FOR
CONSTRUCTION/CONTRACTING
Vendor: Merlin Underwriting Inc. and DAS Legal Protection Inc.
Target Audience: Construction and Contractors
What it does: Offers legal expense insurance to construction and contractor clients

Merlin Underwriting Inc. has partnered with DAS Legal Protection Inc. to provide legal
expense insurance (LEI) to Merlin’s construction and contractor customers. Through
LEI coverage, Merlin’s trades customers will have unlimited access to legal information,
plus financial coverage for a range of everyday legal events. Established in 2017, Merlin
Underwriting Inc. is a Canadian specialty managing general agent (MGA) with a focus on
construction and contractor-specific insurance solutions. Merlin says it is filling a void
and/or disconnect between the necessary coverage available for construction projects,
and the way claims have been traditionally managed. LEI is now included on the Merlin
Trades program on a mandatory basis for small, less complex risks, and on an offer-andacceptance basis for large, more complex constructions and contractor risks.

TOP BROKER PRIORITY:
AUTO REFORM | JAN 10

Jeff Gatcke, the new president of the Insurance Brokers Association of Ontario (IBAO),
says his first priority is to work with insurers
and the government to create a sustainable
auto product that benefits consumers.

14
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HUB BUYS MONTREAL
BROKERAGE | JAN 10

HUB acquired Montreal commercial
brokerage Forum Risques et
Assurance Inc., which specializes in
areas including technology, manufacturing and construction.

DECLARATIONS
BIG MOVES

SUMMARY

Longtime PACICC
chief executive to retire
Paul Kovacs will retire on Feb. 4 as president and CEO
of the Property and Casualty Insurance
Compensation Corporation (PACICC).

WHO: Paul Kovacs
CURRENT ROLE: Kovacs will
remain the executive director of
the Institute for Catastrophic Loss
Reduction (ICLR), which he founded.
P&C EXPERIENCE: 35+ years
PROFILE: An experienced commentator on insurance, disaster safety
and economic policy.

After 15 years at PACICC, which protects policyholders in the event that a Canadian
insurer declares bankruptcy, Paul Kovacs will be stepping down as chief executive.
He will continue to serve as executive director of the Institute for Catastrophic
Loss Reduction (ICLR), the research arm of the property and casualty insurance
industry. Kovacs is succeeded at PACICC by Alister Campbell, a 30-year industry
veteran who has held CEO-level positions with several major insurers. Since 1996,
Kovacs has been a contributing author to the Intergovernmental Panel on Climate
Changes, a forum for the study of climate issues. The panel won the 2007 Nobel
Peace Prize for their efforts to build up and circulate increased knowledge about
human-made climate change. A leading authority on insurance and climate change,
Kovacs has written more than 200 publications and articles; he is a passionate
champion for insurance, disaster resilience and adaptation to climate extremes. He
is a proud husband and father, with a growing collection of bow ties.

The Co-operators has
a new executive vice
president and chief
digital and marketing
ofﬁcer effective Jan.
14, 2019.
Emmie Fukuchi joins
the insurer from
Great-West Lifeco, where she was senior
vice president of customer and marketing for its life insurance brands.

SURVEYING ONTARIO
DRIVERS | JAN 9

The Ontario government invited
consumers to share their views on
how to lower the province’s auto
insurance rates, part of a broader
auto insurance reform initiative.

Martin Brodigan is
now executive vice
president of corporate
services at The
Guarantee Company
of North America.
He will be working
in partnership with
Donna Barclay and Stephen Ruschak
to lead the North American operations
of the Company.

Eric Fredericks is now
national property specialist at ParioQuantify,
which provides property
damage assessment
and audit services to
the insurance industry.
He has more than
30 years of experience in residential
and commercial restoration and in
construction-related work.

SOCIAL MEDIA

A broker’s guide to
social media success
AVIVA CANADA
Most Canadian
brokers are
either already
using social media, or they plan
to use them in
2019. But how
many feel like
they know what they are doing?
Slightly more than eight out of 10 brokers concede they don’t have a full knowledge of how to use social media, according
to an online survey of nearly 250 Canadian
brokers conducted by Aviva Canada in
2018. Asked about barriers to effective
social media use, brokers cited a lack of
time, limited budgets, not enough staff, and
a limited knowledge about social media.
However, brokers willing to invest in
social media found that it brought them
greater returns – not necessarily in terms
of hard-core lead generation, but definitely in terms of improving the customer
experience. That would include gathering
customer feedback, answering consumer
inquiries, providing clarification about
products and services, and better serving
customers overall.
Despite all these benefits related to
customer service, brokers tend to see the
value of social media strictly in terms of
lead generation, the survey found. Seventyeight percent of respondents said “lead
generation is a very or extremely important
social media goal.” However, of those citing
lead generation as a goal for their social
media campaigns, only 35% reported
meeting their targets.
Brokers should first experiment with
social media goals that help them to find
and serve new customers, the Aviva report
recommends. Appropriate goals for social
media in the early going might include
brand awareness, community engagement,
and customer support. Then, once brokers
have mastered these efforts, move on to
using social media for business purposes
such as growing premium and increasing
referrals. Lead generation will flow naturally
from using social media in the early
going for customer service goals, the
report suggests.

CANADIAN BROKERAGE
ACQUIRED | JAN 8

U.S.-based Arthur J. Gallagher &
Co. acquired Canadian brokerage
Jones Brown Inc., which places
pesonal and commercial insurance
in B.C., Alberta and Ontario.

canadianunderwriter.ca | February 2019
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INTERVIEW

DON FORGERON, President, CEO, Insurance Bureau of Canada

INSURERS’ TOP PRIORITIES

THE NEW
NARRATIVE
OF REFORM
Don Forgeron, president
and CEO of Insurance
Bureau of Canada, talks to
Canadian Underwriter about
what’s top of mind
for Canada’s home, auto and
business insurers in 2019.
Here’s his update on where
the nation’s insurers stand
on auto reform, insurance
fraud, and regulation.
By David Gambrill, Editor-in-Chief
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cu | So let’s start with arguably the biggest issue facing
insurers today — auto reform. As it stands, what is the
current shape of the nation’s
auto insurance product?
Every auto insurance system in the
country, private and public, is showing
signs of strain. Some are terribly broken
— the Ontario system would be one.
The B.C. system would be the main
other one. Historically, we have had
Ontario on our list for 25 years. Last
year, we added Alberta. This year,
we are adding all provinces. Auto
insurance, writ large, is an issue for the
industry.

cu | You have talked about
a taking new advocacy
approach to promote auto
reform across the country.
What is the new approach,
and why is it needed?
Long ago, a provincial premier said
to me as a young vice president of
IBC, ‘There is no worse political issue
than auto insurance. You get no credit
politically if you ﬁx the auto insurance
system, and you get nothing but blame
if you don’t ﬁx the auto insurance
system.’ It’s one of the least attractive
public policy issues for a government.
The traditional paradigm has been for
insurers to be on one side of the issue,
trial lawyers on the other side, consumers off somewhere, not being spoken
about, and policymakers in the middle
trying to pick what they perceive to be
the lesser of two evils. We are trying to
build a different storyline. Historically,
when we have advocated for auto reform, we have asked the government for
particular changes to the auto insurance
system. And when the elected officials
looked behind us to see who was with
us, they often didn’t see consumers. I
think that’s been a glaring omission in
our industry’s strategies historically. If
we can build a world where we are seen
to be advocating for a better system for
consumers, it will be easier for a policymaker to say, ‘Yes, that’s something we
can get behind, too.’

‘There is no
worse political
issue than auto
insurance. You
get no credit
politically if
you ﬁx the
auto insurance
system, and you
get nothing but
blame if you
don’t ﬁx the
auto insurance
system.’
cu | So what do consumers
want from auto insurance?
What consumers want from auto insurance is balance. They want governments
to achieve a balance between the premiums that they pay and the beneﬁts they
receive. And in every auto insurance
system in the country right now, that
balance is gone. We have exceptionally
high beneﬁts and, not surprisingly,
exceptionally high premiums.

cu | How can the industry
help to restore this balance?
I think the key is to focus on evidence-based outcomes for how you treat
injuries. I think what most people want is
to return as closely as possible to the state
of health they were in before the accident
occurred. There is a wealth of medical
literature on how you treat injuries, but
in most cases, governments don’t follow
evidence-based treatments. One of the advancements we have made over the past
several years in treating auto insurance
victims has been to put in place diagnostic
and treatment protocols – for example,
in Alberta and Nova Scotia. Under these
protocols, a certain injury gives rise to a
certain treatment. And if that treatment
doesn’t work, there is an opportunity for

canadianunderwriter.ca | February 2019
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more or different treatment. In the vast
majority of cases, the initial treatment
works and the medical literature says
it works, based on studies and tracking
those results. If you focus on that, getting
people the care that they need, we believe,
fundamentally, that insurance premiums
will track with that. I think we can ﬁnd
that balance that consumers want.

Cary Fairless

Rainbow International
Restoration® Grows
Under New Leadership,
Expands Into New
Markets
Rainbow International Restoration has hired a
new leadership team with Cary Fairless as the
President and Craig Gjelsten as the Vice President.
Rainbow International®, a Neighbourly company, is a global franchise organization providing residential and commercial restoration
services. Rainbow International franchisees
offer a broad range of damage restoration services ranging from water, smoke and fire damage from more than 400 locations worldwide.
“I started out as a Rainbow International franchise owner more than three decades ago and
have since seen the brand grow to nearly 400
locations,” said Mike Bidwell, Neighbourly’s
President. “So, Cary and Craig join the organization at an exciting time as the Rainbow network
advances to next level. They will be an integral
part in continuing Rainbow’s excellence and the
brand’s commitment to providing customers
with the most professional and efficient residential and commercial restoration, reconstruction,
mould removal and cleaning services.”
“I am thrilled to join the amazing team at Rainbow,” Fairless said. “I understand and admire
the energy and drive that it requires to be a small
business owner, and I am confident that we can
continue to build Rainbow as the top restoration, cleaning, and reconstruction company.”
Rainbow International Restoration opened
five new locations in Canada last year, serving the Thunder Bay, Delta, Sudbury, Calgary
and Brampton markets, with more expansion
planned for 2019.
To learn more about
Rainbow International Restoration,
visit RainbowIntl.com
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cu | Fraud is top of mind for
many insurers. What opportunities exist for the industry
to work more collaboratively
on this issue?
The sharing of information is key to one
of the successful components of a national
fraud strategy. Within IBC, we have had
an industry group in place working on
this issue for the past two years. It has
developed what I would call an industry
vision for fraud prevention; including a
variety of initiatives usch as the collection
of data, the dissemination of that data,
and the types of information that insurers
ought to be able to share. Last year, the
IBC board reviewed the issue of sharing
data, and there is a consensus that the
industry needs to come together. The industry has a responsibility to protect their
honest customers from those who are
being dishonest, because it’s ultimately
[the honest customers] who pay for it.

cu | How would you
describe the regulatory
landscape today?
Part of advocating successfully
for auto reform will mean opening
the eyes of elected officials to how
far our sector has fallen behind.
I was in contact recently with someone who used to be a provincial
regulator in one of the larger jurisdictions in the country, and he left the
industry for 15 years or so. He came
back in on the regulated side and
said he was shocked at how little
had changed in terms of how regulators approached the task of regulation, and how little had changed in
terms of how the industry has been
regulated. If anything, there were
more rules than ever before. I believe
we have lost our way on the regulatory piece. We are regulating by looking
in the rearview mirror, as opposed
to looking out the windshield.
I think regulators need to get on
with meeting the needs of consumers.
Their first goal, presumably is
to protect consumers. That ought
to be protecting consumers from
risk. But at the moment, they are protecting them from change. We don’t
think this is a proper prism
to be looking through.

PROFILE

DON FORGERON
Title: President, CEO,
Insurance Bureau of Canada
Education: Don has completed management
studies at University of Toronto, Harvard and McGill universities and is a graduate of Rotman’s
Institute of Corporate Director’s program.
Industry experience: Appointed IBC president
and CEO in 2009, Don has a successful track
record of over 25 years in the property and
casualty (P&C) insurance industry. He started
working for IBC in 1993 as vice president
Atlantic Canada and subsequently Ontario. As
president and CEO, Don works with governments
and key stakeholders across the country to
build a strong, stable P&C industry and
a stronger and safer Canada.

2019 Symposium Events
Designed by insurance professionals for insurance professionals Symposium Events across the country bring
together our industry’s brightest minds for a fullday of engaging discussion about the future of our industry.

CIP Society Symposium Events
Toronto (GTA Symposium) . . . . . . . . . . . . . . . . . . . . April 9, 2019 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Exploring the Unknown
Vancouver (IIBC Symposium) . . . . . . . . . . . . . . . . .April 10, 2019 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .Adapting to a Changing Market
Calgary (IISA Symposium) . . . . . . . . . . . . . . . . . . .April 16, 2019 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Resilience
Edmonton (IINA Symposium) . . . . . . . . . . . . . . . . . April 17, 2019 . . . . . . . . . . . . . . . . . . . . . . The Evolving Landscape of the Insurance Industry
Halifax (Symposium Atlantic) . . . . . . . . . . . . . . . . . May 2, 2019 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Theme TBD
Cambridge (Symposium West) . . . . . . . . . . . . .August 22, 2019 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Theme TBD
Visit www.insuranceinstitute.ca to register for a Symposium Event near you!
To ﬁnd out more about the CIP Society, please visit www.insuranceinstitute.ca/cipsociety.

FEATURE l INSURERS AND INSURTECHS

TECHNOLOGY REPORT

Making
peace with
nsurtechs
Once hyped as a potential dogfight, the anticipated
competition between the insurance industry
and insurtechs has turned out to be a
cozy affair. How did that happen?
By Greg Meckbach, Associate Editor
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O

nce identiﬁed as potentially disruptive
competitors, insurtechs appear to be enjoying an unexpectedly harmonious relationship with Canada’s property and
casualty insurance industry. In fact, one
carrier makes a point of meeting with an insurtech each week, just to explore potential areas
of partnership.
But if you are a broker distributing insurance,
you m
might want to think about what Netﬂix did
ﬁrm delivering motion pictures. Insurance
to ﬁrms
brokerages
and insurtechs may not ﬁght like cats
broke
and d
dogs, but a competitive tension does still exove the future of insurance distribution.
ist over
What is an insurtech?
Insur
Insurtech
isn’t yet a well-deﬁned term “but it’s
getting
gettin there,” says Michael Fitzgibbon, chief underwr
derwriting
officer of Slice Labs Inc., a New York
City-based
insurtech.
City-b
“W
“When
we say ‘insurtech,’ I think we are
talking
talkin about insurance organizations using
techn
technology
that either they design themselves
tha they buy from others,” says Fitzgibbon.
or that
“Now that the term insurtech has been used for
three or four years, I think it is beginning to take
on its own deﬁnition and becoming much clearer
to most
mo people.”
Slice
Slic is an example of an insurtech that works
closely
closel with insurers. For example, it provides
the technology
for Duuo, an insurance product
te
written
writte by The Co-operators that covers homeowners
owne who rent out their properties using web
services
servic such as Airbnb. Slice also partners with
AXA XL to offer cyber coverage.
For Sachin Rustagi, director of digital for the
Camb
Cambridge,
Ont.-based insurer Gore Mutual Insuran an insurtech is “any start-up innovating
surance,
or dis
disrupting in the insurance industry.” Nothwithstanding
the element of disruption in the deﬁwiths
nition,
nition “we are not afraid of insurtechs,” Rustagi
add “We are excited to see the kinds of probadds.
le
lems
they are addressing and the new technologies they are bringing to the industry.”
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“We are not afraid of insurtechs,” says
Sachin Rustagi, director of digital at
Gore Mutual Insurance. “We are excited
to see the kinds of problems they are
addressing and the new technologies
they are bringing to the industry.”
Four years ago, the focus of insurtech
was “primarily on the level of investment
from venture capital or other investors
coming into the market,” says Keegan
Iles, a PwC Canada partner who leads
the ﬁrm’s insurance consulting practice.
“What we are really seeing now is that
there has been enough time in market for
some of the players and business models
to be proved out, and a lot of them are going to be really successful.”
Competition or cooperation?
Insurtechs present opportunities for
incumbent insurance carriers to collaborate, innovate and create a digitized,
more customer-centric insurance experience, Sean Ringsted, chief digital officer for Chubb, writes in an email to Canadian Underwriter. “At the same time,
however, more would-be disrupters are
recognizing the signiﬁcant capabilities
that incumbents bring to the table – underwriting experience, risk appetite,
balance sheet and claims handling, to
name but a few.”
In fact, Gore Mutual strongly believes
in collaborating with insurtechs. “We
try to approach one insurtech a week,”
Rustagi reports. “We want to know who
is out there and what they are doing, so
we can ﬁgure out synergies.”
As more carriers form partnerships
with insurtechs, insurers will be able
to improve their underwriting, pricing
and products, suggested Neil Pengelly,
insurance technology advisory leader
at EY Canada. For example, with some
insurance products, property owners
22
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are using sensors that collect data such
as water ﬂow through a pipe. Insurtechs
can work with insurers to provide these
kinds of advanced technologies without
requiring a full understanding of the
manufacture or distribution of the insurance product.
“A lot of insurtechs we have seen in
the marketplace come from a background of technology and innovation,”
says Pengelly. “They don’t necessarily
have as much experience or depth on
the product or the distribution side of
the business.”
Insurtechs now tend to focus on what
PwC Canada calls front office transformation. For example, Pengelly says: “How
do I get closer to my customer?” How do I
understand more about who my customer is? And how do I best meet those customer needs in their chosen marketplace,
which is presumably digital?”
Insurtechs are really more oriented
towards providing 21st-century digital
technology, says Tom Reid, president of
Calgary-based Truﬂa Technology (Truﬂa
is the Icelandic word for disrupt). Essentially, they provide the tools and services
required by the P&C industry to respond
to the way consumers do business today.
Think about how Amazon, Google
and others do business, says Reid.
“If you think about how the vast majority of people access information through
their smart phones, tablets or to a lesser
extent through their desktops, are you
able to provide tools and services that
meet that kind of need? To me, you can
look at it from the perspective of, ‘Well,

it’s digital technology but insurance.’ But
the way I prefer to look at it is, ‘How are
you helping your industry respond to
changing consumer preferences?’”
In helping the industry answer these
questions, the insurtech model has
“evolved from competition to co-operation,” adds Iles. “Perhaps initially there
was anxiety, fear and competition. It is
now much more of a partnership model.”
That model can extend to brokerages
as well. “I am seeing a lot of tools that are
being built [by insurtechs] to support
brokerages.” said Karn Saroya, a Canadian who moved to the United States
and is now CEO of San Francisco-based
brokerage Cover Financial Inc., which
describes itself as an insurtech.
Disruption, or Innovation?
Do insurtechs still “disrupt” the insurance industry?
That depends on how you deﬁne disruption. “To me, it would be taking a
large portion of the market share away
from the traditional insurers, and I certainly haven’t seen that happen yet,” says
Fitzgibbon. “I think it would be tough
to do, because insurtechs are generally
smaller, innovative ﬁrms. They are startup companies. They don’t have the budgets for the kind of marketing that would
be required to really take a bite out of the
insurance industry.”
People often talk about the insurance
industry getting “Uberized.” But while
Uber has disrupted the taxi industry, taxi
services are regulated differently than insurance carriers, Fitzgibbon notes.
That said, insurtech is more than just
technology. Wrapped up in the introduction of new technology is a whole
new process for buying insurance. For
this reason, the development of new
technology can be disruptive to the traditional ways of doing insurance.
“Insurance companies have been using technology to a certain degree for
decades now, but they just tended to
automate the old processes or morph
all the old processes into a website,”
Fitzgibbon observes, describing the
traditional model. “So, you can go into
website to get a car insurance quote,
but you still have to provide all of the

INSURERS AND INSURTECHS l FEATURE
detail – the long questionnaires.”
Until recently, many customers who
submitted applications online could not
get a quote right away, Fitzgibbon says.
“You would have to wait for someone to
phone you. It was complicated. Now, using available insurtech technology, customers can just go to their smart phones,
tap in quick details, and get a quote. If they
like the quote, they can tap to bind it, using an automated payment like Paypal.”
The Co-operators seemed to share
the same vision when it teamed up with
Slice in early 2018 to launch the Duuo
home-sharing product. “We believe you
cannot buy insurance with an applica-

Insurtechs
can help
brokerages
compete
with directs
through the
tech innovation
they offer.
tion form,” says Slice Labs chief growth
officer Philippe Lafreniere, who spoke
at the InsurTechTO this past November. “If I say, ‘I want to buy this milk,
and then I wait for Fortino’s to send
me an email saying, ‘Yes, we are happy
to sell you milk at $4 a gallon,’ that just
wouldn’t work.”
Distribution disruption
If anyone faces an existential threat
from insurtechs, it would be the brokers
and not the carriers, some suggest.
“I don’t think insurtech companies,
as they are established now, are really a
threat to the established insurers,” says
Slice Labs’ Fitzgibbon. “They could be a
threat to some distribution channels.”
If you look at other industries that
have been disrupted, generally it’s the

distribution channel that’s been disrupted, not the manufacturer, observes
Carol Jardine, president of the Canadian
operations of Wawanesa Mutual Insurance Company. She made the comment
during the January 2019 luncheon of the
Insurance Brokers of Toronto Region.
“We are the manufacturer,” Jardine said. “Nobody really wants to go
through all the hell of becoming a regulated insurance company in Canada.
It’s not fun. But they do want to take the
distribution away from you,” she told
brokers attending the lunch.
And brokers are already starting to
see their lunch being eaten by others –
and not just by insurtechs. “Personal
lines on the broker side is under continual threat from direct-to-consumer
business like Belair Direct [and others],” says Saroya. “That’s only going to
intensify at the end of the day. They are
selling a commoditized product.”
On the ﬂip side, insurtechs, through
their tech innovation, can in fact help
brokerages compete with directs. For
example, Cover Financial places personal and commercial insurance primarily
through a mobile app. Cover’s co-founders are Saroya, his ﬁancée (Natalie Gray)
and Anand Dhillon, with whom Saroya
attended high school in Canada.
“None of us actually come from insurance,” Saroya says. “We have been
working together for six years building
consumer-facing products. We think of
ourselves as building products that help
facilitate the selling of insurance.”
At the moment, Cover does not place
insurance in Canada. Its licensed brokerage in the United States makes an app
that customers download to their Apple
or Android devices. The app lets customers send messages to Cover brokers.
Asked whether Cover has any plans to
expand into Canada, Saroya said they do
expect to be writing business, mostly likely the auto or home line business, “over
the course of the next couple of years.”
Most insurance brokers and carriers
are not run by people who have built
technology products, Saroya says, suggesting why the industry would ﬁnd it
beneﬁcial to partner with the tech expertise offered by insurtechs.

APPOINTMENTS

Andy Sloan

Assurex Global
Names Andy Sloan
Chairman of the Board
Assurex Global, the world’s largest privately
held commercial insurance, risk management and employee benefits brokerage group,
has announced the election of Andy Sloan as
chairman of its board of directors. Andy was
elected to this role in conjunction with the
2018 Global Partners’ Conference in Chicago.
Andy is President and CEO at The Magnes
Group, Inc., an independent insurance broker headquartered in Ontario, Canada. Andy
has been with The Magnes Group since 1984,
his career covering all aspects of insurance
distribution. As an Assurex Global Board
member for the past eight years, Andy also
served as Assurex Global’s regional chairman in North America from 2015-2017.
“As we embark on the next phase of our
strategic planning, Andy’s leadership and
direction will be essential,” President & CEO
of Assurex Global Jim Hackbarth said. “He
is the fourth Assurex Global chairman to
have come from outside the United States.
We are grateful to have Andy in this role
and look forward to his contributions.”
As the new chairman of Assurex Global, Andy
succeeds Matt Donnelly of Liverpool, United
Kingdom-based Griffiths & Armour. Matt was
elected to that post in 2016.

www.assurexglobal.com

www.magnesgroup.com
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Annual WICC Gala
May 8th, 2019
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CIAA proposes national
emergency licenses

Canada’s safest
community

By Jason Contant

By Jason Contant

The Canadian Independent Adjusters’
Association (CIAA) has proposed a “national emergency licensing protocol” to
address mobility issues facing independent adjusters in Canada.
It has also proposed a national licens} µÕ>wV>Ì] > }iÀÌiÀ ÃÕÌ
that would require legislative changes to
Insurance Acts in jurisdictions where the
regulator is a Superintendent of Insurance. Provinces regulated by Insurance
Councils would require changes to the
rules contained in their regulations, a
shorter and less complex process.
Each province and territory has its
own licensing requirements for adjusters.
This means an adjuster from Alberta, for
example, may not necessarily be allowed
to work in Ontario if they are not licensed
in the province. Companies may then
choose to bring in an adjuster from the
United States instead.
“With the increasing frequency of
weather and disaster events across Canada, it is time the regulators make seamless licensing processes for a responsive
and fast resolution of policyholders’
claims a priority,” Pat Battle, CIAA’s
executive director, said.
CIAA recently brought forward two
recommendations to the Canadian Insurance Services Regulatory Organization
(CISRO) in their current review of licens}µÕ>wV>ÌÃ>VÀÃÃ >>`>vÀ}ieral P&C insurance agents and brokers; a
joint initiative with the Canadian Council
of Insurance Regulators (CCIR).
The national emergency licensing

protocol is a short-term solution that
can be implemented easily, Battle said.
It would involve the development of a
national emergency licensing protocol
that could provide rapid deployment of
µÕ>wi` >>`> `i«i`iÌ >`ÕÃÌers to any province or territory in need
of adjusting services as a result of severe
weather or catastrophic events.
“This will ensure Canadian independent adjusters are able to respond expeditiously to Canadian policyholders in
times of crisis,” Battle said.
Last year, the Atlantic Superintendents of Insurance recognized harmonizing the approach for moving short-term
independent adjusters to enable them
practice in the Atlantic region quickly was
in the best interests of the industry and
the consumer. The provinces agreed on
common licensing protocols to quickly
permit adjusting capacity in the region in
times of severe weather or catastrophic
events. Effective March 1, 2017, the protocols allow for a licence of up to 60 days
and allowance for pre-approvals pending
severe weather, among others.
The longer-term solution would be
the development of a national licensing
µÕ>wV>Ì vÀ `i«i`iÌ >`ÕÃÌiÀÃ
Ì >Ì VÃ`iÀÃ Ì Ãi µÕ>wi` LÞ Ì iÀ
designations, expertise, experience and
commitment to continuing education.
ºƂ>Ì>>`ÕÃÌ}ViViµÕ>wV>ÌÜÕ`LiÌ iÌiÀiÃÌÃvivwViÌ
and cost-effective regulation that benewÌÃVÃÕiÀÃ]ÃÕÀiÀÃ>`}ÛiÀiÌ
regulators,” Battle said. ●

IBC likes Ontario’s environment plan
The Insurance Bureau of Canada (IBC)
praised the Ontario government for its
environment plan released at the end of
November 2018. IBC said with the policy –
Preserving and Protecting our Environment
for Future Generations – the province has
committed to improve resilience and raise
28
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awareness of climate change on homeowners, businesses and communities.
“Climate change is a clear and present danger affecting Ontarians now,”
said Kim Donaldson, vice-president,
Ontario, IBC. “IBC has advocated for a
province-wide risk assessment, educa-

A community in northern Ontario ranks
as the safest for drivers in Canada, with
an average vehicle collision rate of 3.8%,
according to data from the Allstate Insurance Company of Canada.
The 10th Annual Allstate Canada Safe
Driving Study found Hanmer (which is part
of the Greater Sudbury area) had an average vehicle collision rate of 3.8% per 100
cars (percentage of vehicles insured by
Allstate Canada involved in a collision that
resulted in a claim) over a 10-year period
spanning July 1, 2008 to June 30, 2018.
This collision claims frequency was down
17% in 2018 compared to 2008.
The study of collision claims involved
communities with at least 1,000
cars insured by Allstate
Canada in Alberta,
New
Brunswick,
Nova Scotia and
Ontario. A total
of 64 communities were included.
In
second
place for safest
community was
Brockville,
Ont.,
with a collision frequency of 3.9%, down 5%
over the ten-year period. On the
opposite end of the spectrum were the
Toronto-area communities of Brampton,
Scarborough and North York, with a collision frequency of 7.1%, with increases
of 36%, 36% and 37%, respectively, from
2008 to 2018. ●

tional initiatives to help Ontarians protect
Ì iÀ iÃvÀL>ÃiiÌy`}]>`
improvements to building codes. We congratulate the government for moving forward on these important initiatives.”
The plan includes measures to build
resilience, preserve natural infrastructure, and disclose information on the effects of climate change. ●
www.claimscanada.ca
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Drunk driving on
the increase?

Canada’s most
stolen vehicles

By Jason Contant

By Jason Contant

The number of Canadians who died in a
crash involving a “drinking driver” has generally decreased in recent years, but rose
again in 2015, according to recent research.
In 1995, 1,057 Canadians (excluding
British Columbians) were killed in road
crashes involving a drinking driver. Overall, that number steadily decreased over
the decades to 427 in 2014, but rose to
446 in 2015, the most recent year for
which data are available.
“Further monitoring is necessary to
see if the increase in fatalities in 2015 will
VÌÕi]» Ì i "ÌÌ>Ü>L>Ãi` /À>vwV jury Research Foundation (TIRF) wrote in
a fact sheet, Road Safety Monitor 2018:
Drinking and Driving in Canada, summarizing a national poll of over 1,200 Canadians on road safety issues, conducted
by TIRF with Beer Canada and Desjardins
Insurance.
Deaths (excluding B.C.) that involved
a drinking driver have consistently been
LiÜ Îx¯] >Ì Õ}  ÜÌ  Ãi yÕVtuation. From 2010 to 2014, there was
a steady decline. TIRF said that although
progress has been made, the recent uptick
may indicate that such gains are being lost
and continued monitoring is necessary. ●

Ford F-Series trucks once
again topped the list of Canada’s most frequently stolen vehicles, according to the Insurance Bureau of Canada (IBC).
IBC’s annual list of most
stolen vehicles in Canada is
compiled using data from
members across the country.
Nationally, Ford F350 trucks
`Ì iÌ«wÛiÃ«ÌÃ]>}Ì iÃi} Ì>`i`Õ`ÕÌÞÌÀÕVÃÌ iÃÌ««Õ>À
with auto thieves. Of the top 10 stolen vehicles, nine were Ford F350s or F250s, with
the Lexus GX460 taking the number nine spot.
Why are these vehicles being stolen? There are several reasons, said Henry Tso,
IBC’s vice president of investigative services. “Stolen vehicles may be sold to consumers who don’t know they are buying a stolen car, scrapped for parts or used to commit
another crime,” he said. “Often, stolen vehicles are smuggled out of the country.”
-Ìi Ûi ViÃ >Ài vÌi i`>ÌiÞ «>Vi` q ÜÌ  Ì iÀ Ûi Vi `iÌwV>Ì
numbers (VINs) still intact – and shipped abroad, where they are sold for many times
their original market value. Or they are used for joyriding. Vehicles used to commit
other crimes are often recovered – abandoned and badly damaged – within 48 hours
of their theft, IBC added.
“Sometimes, thieves steal what’s in your car,” Tso said, noting this could lead to
insurance fraud or identity theft. In 2017, more than 17,500 incidents of identity theft
were reported.
The type of vehicle stolen also varies by province. In Ontario, thieves target highend SUVs and trucks, including Chevrolet Tahoe, Silverado and Suburban. In Alberta,
Ford F250s and F350s dominate the list. In Atlantic Canada, the Nissan Maxima is
stolen most often, followed by the Chevy Silverado and Jeep Liberty. ●

Marriott breach could cost US$600m
By Greg Meckbach

The hacking of a hotel reservation system
affecting Sheraton, Westin, Starwood
and Marriott could cost between US$200
to $600 million for direct losses alone,
AIR Worldwide said in December. Those
>ÕÌÃ`ÌVÕ`iwiÃ]LÕÃiÃÃterruption, decrease of price, reputational
ÃÃÀ`ÀiVÌÀÃ½>`vwViÀÃ½>LÌÞ°
Marriott International Inc. announced
the data breach Nov. 30. The losses estimated by AIR are not based on any numbers reported by Marriott.
Several class-action lawsuits have been
www.claimscanada.ca

wi` >>`>>}>ÃÌ
Marriott, on behalf of
consumers whose personal
information may have fallen into the
wrong hands. Companies who are targeted by cyber criminals can be sued by
people whose data was compromised.
Marriott learned earlier this year that
someone was able to access the Starwood
guest reservation database, without authorization, since 2014. As many as half a
billion records could have been accessed.
In modelling possible losses to Marriott,

Ƃ, Ã>` Ì V>VÕ>Ìi` wÀÃÌ >`
third-party losses directly related
to the breach. Those include the
cost to notify victims, forensics,
and setting up a call centre. It also
accounts for the cost of services for
victims including credit monitoring
and replacement of credit cards.
There is some uncertainty about the
exact amount of the loss for several reasons, AIR said. For one, the credit card
data was encrypted, but on the other
hand, it is possible that the encryption
key was also stolen.
“There is additional uncertainty, as
some of these records may be duplicates.” ●

February - March 2019 | Claims Canada

29

Cover Story

AUTO
INSURANCE
OUTLOOK
FOR 2019

Canadian issues on the road ahead
By Emily Atkins

I

n 2019 it’s fair to say the car insurance
industry is in flux. Not only is the evolution of automotive technology – the
advent of autonomous and smart cars,
for example – changing the landscape for
insurers, but increasing attention from
some governmental jurisdictions is also
putting the pressure on. Here’s a small
sample of the issues being addressed in
Canada this year.

Autonomous action
Driverless cars are coming soon to a road
near you, and there are numerous issues
30
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and hurdles to be overcome before the
technology is mainstream. To examine the insurance implications, IBC in
November 2018 released a position paper,
Auto Insurance for Automated Vehicles:
Preparing for the Future of Mobility.
The paper’s recommendations were
developed over the past two years by auto
insurance experts with input from a panel of
legal advisors. IBC makes three recommendations to update both provincial insurance
laws and federal vehicle safety standards:
• Establish a single insurance policy
that covers driver negligence and

•

•

automated technology malfunctions to
facilitate liability claims;
Establish a legislated data-sharing
arrangement between vehicle manufacturers and vehicle owners and/or
insurers to help determine the cause of
a collision; and
Update the federal vehicle safety standards to address new technology and
cyber security standards.

“Automated vehicles are coming to
Canada’s roads, and the laws that govern
insurance and vehicle safety need to be
updated to reflect this reality,” said IBC’s
president and CEO, Don Forgeron. “We
need changes to the provincial insurance
laws across the country to ensure that collision victims continue to be compensated
in a timely manner.”
IBC sees automated vehicles have the
following impacts on auto insurance and
legislation:
1. Collisions will be reduced, but more
technology onboard will mean cars
are more expensive to repair. A KPMG
study predicts autonomous technology
will cut collisions by 35 to 40 percent,
but repair costs will increase by 25 to
30 percent.
2. New risks will emerge. With automation, these will include software and
network failures, programming problems, hacking and other cyber crime
and failure to install required updates.
3. Cars will collect massive amounts of
data. With all the sensors they will
need, autonomous vehicles will be collecting and storing operational data
that will be more reliable than human
reporting in the case of collisions. This
will help provide more accurate analysis for assessing risk, setting premiums,
managing claims and detecting fraud.
4. Responsibility for collisions will shift
from people to machines. Human
error is now responsible for 90 percent
of motor vehicle collisions. When the
human is taken out of the equation,
www.claimscanada.ca

liability will shift towards the vehicle
manufacturer and technology provider, and product liability litigation
will increase.
Currently, auto insurance policy and
supporting laws are built on the notion
that human error is the primary cause of
collisions. As humans cede control to automated technology, the collisions that do
occur will be caused increasingly by product malfunction. The current laws will create uncertainty and confusion for some
people injured in collisions that involve
automated vehicles, possibly delaying
treatment for their injuries and claims
payouts.
Several major auto manufacturers
expect to have automated vehicles available for purchase in the early 2020s. IBC is
asking governments across the country to
update relevant laws, to ensure that when
automated vehicles hit the roads there will
be an adequate insurance regime in place.

BC: Competition wanted
IBC continues its campaign for competition
in the British Columbia insurance market.
Since it issued a report in early 2018, advocating for a change to the province’s crown
corporation insurance monopoly, IBC has
been repeating the message about BC’s
high rates and lack of competition.
“Under Insurance Corporation of
British Columbia’s (ICBC’s) monopoly, British Columbians pay the highest auto insurance premiums in Canada
– hundreds more than nearly all other
Canadians, and double what Canadians in
some provinces pay,” said IBC’s Forgeron
in a speech at the Vancouver Board of
trade in November.
“Rates have increased significantly in
recent years, and they are expected to rise
again. In addition, BC drivers get fewer
benefits when they make a claim. Higher
prices, fewer benefits: it’s a lose-lose situation,” he added.
IBC’s own research indicates BC drivers
www.claimscanada.ca

are fed up. A poll found that 78 percent
want more choice in auto insurance.
BC drivers pay the highest premiums
in the country ($1,680 on average) through
the mandatory ICBC program, and the
survey found that 85 percent of British
Columbians believe competition will result
in reduced insurance rates, and 89 percent
think that being able to shop around will
net them cheaper insurance.
BC insurance rates have increased by 42
percent in the past eight years, and while
rates are the highest in Canada, claim-

governing electronic communications and
documentation, for example.
Reaction was mixed, with opposition
critics claiming the overhaul would simply serve big business. IBC’s Ontario
vice-president, Kim Donaldson noted that
the organization has been calling for changes. “The province’s auto insurance system
is outdated and Ontario drivers pay too
much for their insurance. We believe there
is a better approach,” she said
The government has not indicated
when it plans to implement any changes.

New technologies and consumer preferences are
changing the way car manufacturers and insurers
are operating. Regulators need to adapt as well.
ants receive almost the lowest payouts in
the country for injury claims, IBC says BC
residents could save $325 a year if competition is introduced.
Meanwhile, ICBC posted a loss of $582
million for the first six months of 2018
and was on track to see an annual loss of
$890 million, and requested yet another
rate increase of 6.3 percent to take effect
April 1, 2019.

Out with Marshall, in with a
new review
Ontario’s Marshall report on auto insurance benefits reform has apparently been
shelved, according to sources close to
the Doug Ford government. The report,
released in April 2017 made 35 recommendations about ways to streamline duplication and competition between assessments
in Ontario claims.
Meanwhile, in January, the Ontario
government launched consultations – to
last just over one month – with insurers,
drivers and ‘other stakeholders’ to find
ways to increase competition and reduce
premiums. Finance minister Vic Fedeli
promised to ‘modernize’ Ontario’s auto
insurance system by changing regulations

(TCWFƂPFKPIU
Auto insurance fraud is costing upwards of
$2 billion a year in Ontario alone, according to Aviva. And with the cost of paying
for fraud amounting to about $100 to $150
of the average Canadian’s car insurance
premium of $930, drivers are looking for
ways to combat it.
In a recent survey, Aviva found that the
vast majority of Ontarians (86 percent)
support more public resources – through
law enforcement and other government
agencies – being invested to investigate
and prosecute fraudulent claims. As well,
almost three quarters (74 percent) support the creation of a new set of provincial insurance fraud offences. Sixty percent
supported the idea of a fraud database that
would be open for consumers to access.
Last year Gordon Rasbach, Aviva
Canada’s vice president of legal and fraud
management, told attendees at the Canadian
Insurance Financial Forum (CIFF), that the
P&C insurance industry must take responsibility for fraud. He said complacency has
led to it being just a cost of doing business.
Rasbach called for a culture change that
would include mandatory reporting of all
fraud and fraud investigations. O
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By Eric B. Kennedy

I

n the early morning hours of November 8, 2018, thousands of Californians
fled their homes as flames from the Camp
Fire advanced on the town of Paradise.
Their attempts to flee were captured in
dramatic stories, harrowing narratives and
shocking videos. A month after the fire
began, the death toll sat at 85 with three
people still missing. Almost 19,000 buildings were lost.
The Camp and Woolsey fires have
spurred much commentary from researchers who study forestry and wildfire.
Thanks to presidential provocation, there
has been significant discussion of what
role forest management can and can’t play
in preventing wildfires, as well as the many
different strategies and their respective
benefits. Climate researchers have also
been quick to point out the role that climate change can play in when fires start
and how they grow.
Importantly, some attention has also
been given to the critical role that development plays in our vulnerability to wildfire.
This point is crucial: wildfires are a natural phenomenon and many ecosystems
depend on their regular occurrence.
It isn’t until humans put themselves in
these environments that these fires gain
the potential to become disasters. When
we build and live and work and play in
32
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flammable places, we create the risk of
wildfire tragedies.
We need to stop thinking about wildfire
as something that happens “out there in
the wilderness,” with occasional incursions
into our developments, and instead see just
how tightly interwoven we are with the fire.

(WGNHQTVJGƂTG
There are two profoundly uncomfortable
realities that we need to face head-on.
First, there has been lots more talk about
the “wildland-urban interface” as a key
component of today’s wildfires (in other
words, that communities share boundaries with flammable landscapes). But the
Camp Fire warns us that this metaphor
might be problematically limited. Tragic
wildfires aren’t an “interface” or boundary
problem, but rather a mix of the urban and
wildland: fires are just as eager to feed on
homes as they are to feed on trees.
As a result, we must take steps to create
defensible spaces around our homes. This
can include simple actions like keeping
eavestroughs clear of debris and flammable
plants away from homes.
While these steps can help protect properties from the flames, this is connected to
a second challenge: what if we don’t have
enough notice to evacuate because the fire
started right next door?

Understanding these two challenges
requires knowing a bit more about wildfire
and our quest to fight it.

Fighting for life
Wildfires are commonplace in California
– and across most of North America – but
dramatic losses of life have been rare in
Canada and the United States in the past
several decades. The 2016 wildfire in Fort
McMurray, Alta., for instance, resulted
in a similarly hurried evacuation of more
than 80,000 from the city and surrounding
area. The outcome was better than feared:
only two lives were lost in an automotive
accident a day later.
But look a little further into North
American history, when tragic fires
occurred with a frightening regularity. A
century ago in Matheson, Ont., a wildfire
consumed villages in minutes and levelled
forests. The official death toll read 244, but
local estimates suggested 500 were killed.
In the nearby community of Nushka, Ont.,
population 300, only eight people remained
after the fire. During the early 19th and
20th centuries, fires in Wisconsin, Maine,
Minnesota and Michigan killed between
168 and 1,500 people apiece.
Much has changed since these fires of a
century ago. Firefighting power has grown
dramatically, with agencies like CalFire
www.claimscanada.ca

leading the charge. At its peak, more than
5,600 personnel were involved in the fight
against the Camp Fire, with air tankers the
size of a Boeing 747 joining the support efforts
by dropping chemical retardants from above.
Fire managers also have a much more
robust and scientific understanding of how
to predict fire behaviour. Using a combination of computer models and data
from historical experiments, they’re better
able to anticipate how a fire and its smoke
might spread in the days ahead.

.KXKPIYKVJƂTG
It’s no accident that the story of wildfire is
often told through the narrative of fights
and battles.
Since those deadly fires of the 1900s,
we’ve tried to fight our way out of the wildfire problem with increasingly large armies
of firefighters, engines and aircraft. While
federal, provincial and state agencies have
worked hard in the past few decades to
increase the role of prescribed and natural fire to reduce the potential for later
catastrophic blazes, the idea of a fight has
remained.
But we’re not addressing some uncomfortable realities. For one, we’ve long seen
wildfire as a wildland problem: flames that
consume trees and surge occasionally into
communities. But a fire in search of fuel
www.claimscanada.ca

makes no distinction between trees and
homes, sheds, vehicles or propane tanks.
As more people build and live in these
flammable landscapes, wildfires look more
and more like massive urban conflagrations, which can overwhelm urban firefighting response.
There’s strong evidence, for instance,
that few homes are ignited by the massive
flames of the wildfire itself. Instead, they’re
lit by embers that proceed and follow the
fire front. These embers can take hold in
wood piles, decks, shingles, air vents and
eavestroughs, transforming a tiny spark
into a full-blown house fire.

%QGZKUVGPEGYKVJYKNFƂTG
This means that simple steps like those
advocated by FireSmart in Canada and
FireWise in the U.S. can help homes survive. In the best-case scenario, individuals
and communities have emergency plans
and preparations ready.
Yet, virtually all of these plans in Canada
and the U.S. are predicated on having the
time to get people out of harm’s way. If the fire
is sparked nearby, driven by powerful winds
or occurs at a time we don’t expect it, those
plans may not work. As the Fort McMurray
and Paradise fires have shown, we can’t
assume there will be time to evacuate.
We face significant challenges with

climate change, forest management and patterns of growth in forested landscapes. But,
these two realities – that our developments
are adding fuel to the fire, and that we cannot assume a convenient window for evacuation – tell us that we need re-imagine how
we will coexist with wildfire.
Could we design communities that
allowed fire to safely wash over them,
without requiring firefighters to be placed
in harm’s way? Can we create alternatives
to harried evacuations, knowing that we’ll
never be able to perfectly predict where
fires will start? And, can we get community buy-in to accept prescribed fire and
maintain wildfire preparedness, rather
than pushing for ever-larger armies to
fight them?
Wildfire has always and will always be
a part of our landscapes, and if we choose
to live in these flammable incendiaries, we
need to do so in a way that will reduce the
potential for tragedy. O
Eric B. Kennedy is Assistant Professor,
Disaster and Emergency Management,
York University. He has had field research
on wildfire management funded by the
Social Science and Humanities Research
Council. This article was originally published on The Conversation. It is reproduced
here under a Creative Commons license.
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Paying claims service
providers properly
+VoUVKOGVQƃKRVJGUYKVEJ

By John Langowski

T

o attract the top talent to handle your claims, it is critical to
pay service providers competitive market rates and to pay for
claims handling services on time. Carriers
that do not pay competitive wages and do
not pay them in a timely manner are at risk
of losing top talent who may seek work
elsewhere. This becomes especially evident during times of strong claims volume
when there is high demand for strong talent, and independent adjusters have their
pick of whose claims to handle.

Service providers leave lasting
impressions on policyholders
Companies with strong talent in handling claims and interacting with customers
achieve better business performance. For an
insurance carrier, customer service results
are one of the principal factors in the success of its brand. Customer service in claims
handling is what builds or hurts the brand
reputation of an insurance company.
The experience a customer has with an
insurer’s claims handling will influence
whether or not that customer will stay
with the company and what they will say
about the company to friends and family
as a result of that experience. In a government-regulated industry, it is customer
service – not necessarily rate or product
– that differentiates insurance companies.
Serving as the chief claims executive for
an insurance carrier during a major hurricane event, I conducted a survey of customers who retained an attorney or public adjuster to deal with their hurricane
claims, rather than deal directly with their
34
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insurance company.
The feedback was eye-opening. Over
80 percent of customers who retained representation did so due to experiences they
had with independent adjusters we hired to
conduct damage inspections. The feedback
ranged from, “I didn’t get that fuzzy feeling”, to the inability or unwillingness of
the independent adjuster to answer questions about the claims process.
The survey told us that not only do we
need to have top talent on our staff to handle claims and provide a positive customer
experience, we also need to retain the same
level of talent in our independent adjusters. No matter how diligent and empathetic your staff desk adjuster may be in
his or her interactions in resolving claims,
it is the independent field adjuster who
makes the first and lasting impression on
the customer. The experience with the professional who shows up at the customer’s
door to assess damages creates the lasting
impression of your claims operation and
company brand.

Adjusters seek work where
wages are fair and fast
A couple years ago at a national claims
conference, I sat with senior managers of
carrier claims departments and independent adjusting firms. A senior manager
of a large national insurance carrier was
boastful about the low rate they pay their
independent claims adjusting firms. After
he left the table, an executive of a national
claims adjusting firm remarked that he is
unable to provide that carrier with experienced and talented adjusters due to the rate

the carrier pays. To compound the problem, it took that carrier an average of four
to six months to pay the adjuster invoices
after the work had been submitted and
accepted.
I’ve learned and witnessed in my career
that independent adjusters don’t come
to work for carriers, but rather they seek
to work for adjusting firms. If they are
paid fairly and in a timely manner by the
firm for their work, firms will be able to
attract and retain the better adjusters in
the industry. If adjusting firms are able to
garner this level of talent, they will assign
their best talent to the accounts that pay
fairly and on time.
As many insurers and adjusting firms
experience during times of high demand
for independent adjusters, these adjusters
will seek work where the wages are more
competitive, and where the wages are paid
in a timely manner. Usually it is the timeliness factor that drives engagement of
the IAs. In my own experience, when I’ve
refused to raise the contracted fee schedule
rates in the middle of a catastrophic event,
we have still been able to retain most of the
stronger talent through the independent
adjuster firms because we paid their invoices quicker than our competitors.

The need for automated
invoicing
Over the years, I have witnessed or received
feedback from numerous claims executives across Canada and the U.S. as to the
chief reason why carriers frequently fail to
pay their adjusting firms on time: they do
not have the technology or the capacity to
www.claimscanada.ca

accurately review the invoices in a timely
fashion. Workflow automation is in everyday use for insurance carriers: calculating premium rates for an insurance policy
based on inputs and rules, fraud detection
using rules and scoring, and even setting
reserves for a claim at the time the loss is
reported based on rules and data experience. These types of automated workflows
are standard practices in the industry.
However, when it comes to automating
the creation and payment of invoices to
service providers, the current standard is a
lack of technology and resources, coupled
with a lack of accountability that causes
these invoices to go unpaid for far too long.
Poor cash flow can be the demise of many
claims service providers. Providers who are
struggling with cash flow aren’t eager to
deploy additional resources into the field.
If you want to see a provider jump to provide service, promise to pay them a bonus,
or better yet – promise to pay them on time.
In 2019, there is no longer an excuse
for insurance carriers not to pay invoices
on time. Technology exists for carriers to
guarantee accurate and timely payment of
invoices, with solutions that are scalable
in times of increased claims volume. Offthe-shelf software technology is already
integrated with leading industry estimating and claims management software programs, so the onboarding process is swift,
affordable and simple. Getting these applications into production should be a matter
of weeks, not months or years.
The plug-and-play integration of payment solutions with current systems will
allow you to garner the data you need to
answer fundamental questions regarding
your independent adjusting firms, such as:
• What do I pay my providers per claim?
• Am I getting a return on my investment?
• Am I spending enough that bringing
these operations in-house makes better
economic sense?
• What add-ons are driving the perclaim cost for each adjusting firm that
I use? Is it photos, mileage, satellite
imagery? Gross estimate amount?
• What range of claim value is the most
frequent, and how is that affecting my
overall spend with that adjusting firm?
www.claimscanada.ca

•

•

What, or when, does it make more economical sense to allow for flat fee by
gross loss estimate amount or allow for
time and expense?
What is everyone else in the country paying for these services? What
are my adjusting firms charging other
carriers?

Accounting for claim
invoicing software
Finance executives and actuaries prefer
claims costs to be allocated rather than
unallocated. The costs for these software
applications should be allocated by claim
file, rather than lumped into an annual
software fee that is unallocated and paid
against your operating budget. This allows
for better accuracy in forecasting loss costs
with every little variable in the outcome.
Software expenses incurred as a result of
claims handling are more feasible to submit to reinsurers for payment under a
reinsurance treaty for a catastrophe event.

When insurance carriers pay fairly and
on time with the help of automation, there
is less cost associated with human resources needed in the billing and payment process. It’s a win for your organization with
less work on the desks and more time
spent resolving claims with policyholders. You are now able to attract and retain
better talent to handle your claims and are
less likely to have to adjust your fee schedule during a catastrophe since you already
pay fair rates and you pay faster than your
competition.
Your policyholders have the benefit
of interacting with the most professional
independent adjusters in the industry.
Happy customers improve retention rates,
keep loss costs low and encourage positive
feedback around your brand reputation.
The opportunity and the tools are available
– we just need to flip the switch. O
John Langowski is chief strategy officer with
VIP Software.
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Brave
New
World
Impact of the Internet of Things on the Law
By Audrey P. Ramsay

T

he Internet of Things (IoT) has
been referred to as part of the
Fourth Industrial Revolution, a
revolution that encompasses artificial intelligence, the Internet of Systems,
and one that is rapidly transforming society,
ushering individuals, businesses, institutions and governments alike into uncharted
territories. Author Bernard Marr writes that
it “is disrupting almost every industry in
every country and creating massive change
in a non-linear way at unprecedented speed.”
There are numerous possible definitions,
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but at its core the IoT encompasses the
interconnectedness of devices, using electronics, software, and sensors to allow these
devices to share, collect and exchange data
via the Internet. It is ubiquitous – from consumer products, wearable devices, security
systems, energy infrastructure, manufacturing processes, and beyond – there is no
escaping its impact.
In 2015, writer Kelvin Claveria noted
that there were approximately 15.4 billion connected devices, a number that was
expected to increase to 30.7 billion in 2020,

and 75.4 billion by 2025; another study
projected that there may be 50 billion connected devices by 2020.
Privacy, cybersecurity, and intellectual
property rights are the most obvious pressing challenges in this rapidly changing
technological ecosystem. In the United
States, the Federal Trade Commission
sounded the alarm a few years ago, underscoring the potential threat of unauthorized access to consumer devices, access
to personal identification, and attacks on
other systems.
www.claimscanada.ca

These challenges, however, are only
the tip of the iceberg. An intrepid lawyer
may recognize the potential for developing novel areas of law or the opportunity to expand traditional principles
in accepted areas of the law given the
interplay between product liability, class
action, data protection, cybersecurity, and
privacy law. One thing is certain, change
is coming as the law and the ubiquity of
IoT converge.
For example, the IoT is making its mark
on the automotive industry, healthcare
and security systems. Consider a scenario where connected implants, medical
devices or other devices are vulnerable to
being hacked; a security system or smart
meter fails and causes property loss; or
an automobile stopping on the roadway
results in a loss of life or personal injury.
Liability and insurance consideration in
the face of the interconnectedness of devices
will no doubt be complicated. Designers of
software, data storage companies, manufacturers, distributors and suppliers along the
chain are all potential targets.
And what about the consumer’s behaviour? What if the individual clicked on a
waiver in exchange for downloading an
application or for using a software? What
about the contracts between the manufacturers, software company, data storage
company, and others involved in the chain?
Are there hold harmless and indemnity
agreements with teeth, or are they boilerplate? Is the specific loss or damage captured by any warranty in place? Is there
a policy of insurance in place that would
respond to the loss or occurrence?
Although cases are virtually non-existent now, it is worth noting that south
of the border the concern has focused
on potential vulnerability to hackers.
Cahen v. Toyota Motor Corp., was a class
action lawsuit launched against Toyota,
Ford and General Motors alleging that a
vehicle, manufactured by them, had been
equipped with technology that was vulnerable to hacking, which could potentially lead to the driver’s loss of control
over the vehicle.
In another case ADT was sued by a
homeowner who alleged that the security
www.claimscanada.ca

devices it manufactured could be hacked
and taken over by third parties. The court
dismissed part of the claim but allowed
claims against ADT to proceed based on
consumer fraud relating to its representation of “secure communication links”.
We are on the cusp of this new IoT world
order. It is only a matter of time before we

start to see the legal landscape start to shift
and take shape. Undoubtedly, Canadian
courts will be looking to the U.S., in part,
for guidance when things go awry as they
are well ahead in starting to test the legal
implications of this new revolution. O
Audrey P. Ramsay, Blouin Dunn LLP
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• on the scene
OTS
Alister Campbell
has been appointed
president and CEO
of the Property and
Casualty Insurance
Compensation
Corporation (PACICC) to take effect
February 4, 2019. Alister’s appointment
will also mark the retirement date of
PACICC’s highly respected, long-time
president and CEO, Paul Kovacs. Paul
will continue to serve as executive
director of the Institute for Catastrophic
Loss Reduction (ICLR). Lawrie Savage,
chair of the PACICC Board of Directors,
stated: “Paul has served PACICC with
`ÃÌVÌvÀ£xÞi>ÀÃ>`w`}
the right successor was certainly a
challenge. Our board is thrilled that
Alister has chosen to assume leadership
at this important time for PACICC and
our industry.” Alister is a 30-year veteran
of the Canadian insurance industry,
having held CEO-level positions with
several major insurers in the last decade.
He holds an MBA from the Wharton
Graduate School of Business, an MSc
from the London School of Economics
and an Honours BA from the University
of Toronto.

CRU GROUP deployed personnel to
Anchorage, Alaska, to assist two carriers
with earthquake adjusting services.
“After years of earthquake response
planning for Canadian P&C companies,
we have now been engaged by two
U.S. carriers to assist after the 7.0
earthquake that affected Anchorage
and the surrounding areas,” said Kyle
Winston, the company’s president
and CEO. “CRU was asked to assist in
the rapid and accurate assessment of
commercial structural damage.” After
the implementation of the OSFI B-9
requirement in Canada, the company
developed its earthquake expertise and
created an earthquake adjusters training
program. “Canada has been blessed for
many years now with a relatively benign
earthquake environment.” Kyle said.
“But when the day eventually comes,
live tests like our Anchorage response
38

will go a long way in helping us to
prepare and respond when the earth
really moves here in Canada.”

On Side Restoration
has appointed
Emmanuel Robitaille
to the position of
regional director,
Québec. Emmanuel’s
expertise in sales, operations, change
management, strategic planning, talent
`iÛi«iÌ]>`w>V>>>ÞÃÃ
will be invaluable to On Side as the
organization continues to grow within
the Québec marketplace. Before joining
On Side Restoration, Emmanuel held
several senior positions in the restoration
industry including VP business
development with GUS Group, national
director, business development with Paul
Davis Canada, as well as ownership of a
building maintenance and renovation/
mitigation business. He holds a BBA
from HEC Montréal. He will be based out
v"-`i½ÃÌÀj>vwVi°

FirstOnSite
Restoration has
promoted Jeremy
Baker to lead project
manager and acting
branch manager in
the Vancouver Island branch. Building
upon FirstOnSite’s strong foundation in
British Columbia, in this role Jeremy will
oversee day-to-day branch operations,
while leading the commercial and
complex loss team operations. Jeremy
brings more than 10 years of restoration
and insurance industry experience to his
new role. Before moving to Vancouver
Island, he was a project manager
with FirstOnSite’s Edmonton branch
where he was involved in restoration
operations during the 2011 Slave Lake
Ü`wÀi°>``ÌÌ>Ã«iV>â>Ì
wÀi>`y`ÀiÃÌÀ>Ì] iÃ , 
iÀÌwi`]Ü>ÌiÀ>`wÀiViÀÌwi`]>`
has experience in strategic project
planning and large loss project
management.
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Kevin Quinlan will join ClaimsPro’s
Specialty Risk Division (SRD) as a
senior general adjuster. Kevin will work
within the SRD’s Complex, Commercial
and Industrial (CCI) team, a specialized
services division focused on providing
claims support for large loss commercial
and industrial claims. Most recently he was
a multi-line adjuster with an international
`i«i`iÌ>`ÕÃÌ}wÀ°7Ì ÛiÀ
18 years of industry experience, Kevin
was also an adjuster with a major national
w>V>ÃÌÌÕÌ]>ÃÜi>Ã>ÃÕÀ>Vi
broker specializing in home, auto and
travel policies. As an adjuster, Kevin’s
areas of specialty include Large Loss
Commercial, Product Liability, Builder’s
Risk and Wrap Up Liability. He also worked
overseas handling claims from London,
England, and achieved his Chartered
Insurance Professional (CIP) designation
in 2006. Kevin will be based out of
ClaimsPro’s Oakville, Ontario, branch.

Sandra Harkaway Power has joined
Sedgwick’s Canadian loss adjusting
team. Harkaway Power specializes in
claims management in general liability,
property and municipal liability, Auto
/*>`>VV`iÌLiiwÌÃ°- i `Ã
the Canadian Risk Management
designation, is accredited through
the Insurance Brokers Association of
Newfoundland and Labrador, and has
completed several courses toward
the Chartered Insurance Professional
ViÀÌwV>Ì°>À>Ü>Þ*ÜiÀÀiViÛi`
>L>V iÀ½Ã`i}Àii>`>ViÀÌwV>Ìi
human resource management from St.
Mary’s University in Halifax, Nova Scotia.

Eric Fredericks is joining ParioQuantify
in the role of national property specialist.
Eric comes to ParioQuantify after
more than 30 years of residential and
commercial restoration and construction
related work. He held numerous
positions, including as a contractor,
project manager, appraiser and co-owner
of a major insurance restoration franchise.
He will be working closely with Norm
Gagnon, director of Eastern Canada.
www.claimscanada.ca

Cira Health Solutions (Cira) has
appointed Michael Schweigert as its
new medical director. He will oversee all
aspects of clinical activity at Cira. He is
an independent medical consultant and
a specialist in Occupational Medicine
as recognized by the Royal College of
Physicians and Surgeons of Canada. His
training includes a Doctor of Medicine
from the University of Toronto and
wÛiÞi>ÀÃvÃ«iV>ÌÞÌÀ>}°i >Ã
performed clinical assessments and
independent medical examinations
within his own independent clinical
assessment practice for nearly 20
years. Moving forward, Michael’s IMErelated services will be exclusive to
À>°iÃ>vw>Ìi`ÜÌ >>V>`iV
position at the University of Toronto
in workplace health issues. He has
served as the chair of the Occupational
Medicine Specialty Committee, and
is the founding president for the
Occupational Medicine Specialty
Society of Canada.

Arya Oskui has joined the Envista
Forensics Fire and Explosion
Investigation team in Vancouver. Arya
has extensive technical experience in the
ÛiÃÌ}>Ì>`>>ÞÃÃvwÀiÃ]iÝ«sions, and product failures, formerly
with Jensen Hughes. In his 10 years in
the business he has conducted more
Ì >Óääwi`ÛiÃÌ}>ÌÃ]iÛ`iVi
examinations, and third-party reviews
Ài>Ìi`ÌwÀiÃViÀV>LÕ`}Ã]
industrial facilities, heavy equipment,
wÀi`>>}i`Ûi ViÃ]>`ÀiÃ`iÌ>
structures. He also offers specialized
expertise in the maintenance, reliability,
and failure analysis of a wide range of
systems and their components.

Home and commercial restoration
company Rainbow International has
opened a new location in Thunder Bay,
Ontario. Rainbow International Restoration
of Thunder Bay is owned by Jim Tiller
and opened on October 15, 2018. This

location is now serving Thunder Bay
Region. Jim has been a general contractor in the area for 23 years and felt a
restoration company would be a perfect
addition to his current business. “Being
an owner for a franchise-based company
gives me the support I need in training,
operations, and marketing,” Jim said.

Kernaghan Adjusters has launched
a new website with a new design and
improved functionality. The website
is a hub for company and industry
information with content for clients and
employees. The homepage features a
video detailing what their customers
are saying about them. An adjusterwÌiÀ}ÃÞÃÌi i«ÃVÕÃÌiÀÃw`>
claims professional in their area, and a
>« i«ÃVÕÃÌiÀÃw`Ì iVÃiÃÌ
branch in just a few clicks. “We are
moving into 2019 as a technologycentric business,” said Patti Kernaghan,
president and CEO. O
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RECRUITING TECH WORKERS

Going after geeks
Is your workplace helping or hindering you in the war for top tech talent?
B Y G R E G M E C K B A C H , Associate Editor

S

hould every brokerage have a foosball table? Some recruiters say relaxed dress codes, games rooms and
technology training programs are things
to consider if you want to attract the best
and brightest technology workers.
About one in eight Canadian information technology workers are older than
55 in the general workforce, but that ﬁgure inches up to one in six in the property and casualty insurance sector, the
Insurance Institute of Canada reports.
“Growing competition for IT talent
from other industries will continue
to hamper the [P&C] industry’s ability to recruit IT workers,” says Demographics of the P&C Insurance Industry in

Canada, a study commissioned by the
Insurance Institute.
The competition is tough because there
is “often a negative stigma” associated
with the insurance industry, says Travis
O’Rourke, head of talent solutions for
Hays Specialist Recruitment Canada Inc.
“Financial services as a whole has a
reputation for being a little bit stuffy” in
terms of the workplace, O’Rourke observes. In contrast, the IT industry, as well
as other sectors such as retail and advertising, attract tech workers by offering relaxed workplaces. “Maybe there are pingpong tables or people are allowed to wear
jeans to work – that sort of environment.”
Offering ﬂexible work hours and cre-

ating a look and feel akin to a large hightech ﬁrm are a couple of ways to attract
IT workers, said Juliet Turpin, Toronto-based vice-president of the technologies division of recruiting ﬁrm Randstad.
“A lot of software companies do things
like provide lunch, provide dinner and
gaming areas,” Turpin reports.
Certainly, the P&C industry needs to
recruit younger IT workers. There is a
“limited number of young people in IT occupations,” the Conference Board of Canada observed in the demographics report
commissioned by the Institute.
In the Canadian work force as a whole,
32.6% of people who work in IT occupations are younger than 35. But in P&C,
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that ﬁgure was only 20.2% in 2017, down
from 20.6% in 2012.
The median age of IT employees who
joined the P&C industry over the past two
years is 34, the Institute reported. “The
industry’s older-than-average IT workforce reﬂects the fact that IT recruits tend
to enter the industry at an older age.”
Continuing education is of particular
relevance to IT workers because technology changes so quickly. “For most
[software] developers, their concern is
obsolescence,” Turpin says. “They always have to be re-tooling their skill set,
so software companies will put a lot of
training into those individuals.”
Industry employers seeking IT workers should therefore consider offering
their employees opportunities to learn.
For example, allow employees time off
from work to upgrade skills, or contribute
money to cover employees’ course fees.
O’Rourke advises insurance providers to
make training part of an offer package. “In
insurance, you don’t think about Google as
a major competitor [for recruitment], but

insurance is becoming a high-tech play
without a doubt, and insurance companies
need to do a better job highlighting that.”
Right now, the employment market is
looking good for prospective IT workers, O’Rourke observes. “In IT, whether
you are a new graduate or not, you pretty much have your choice of where you
want to work.”
Brokers and carriers must therefore
create an attractive working environment. So consider your office tech, including websites, and ask whether an IT
person would be excited working with it.
Although many insurance providers
still have outdated “legacy” computer
systems, this can actually help attract
younger IT workers, O’Rourke says.
“Those legacy systems are going to have
to be replaced. Investing in a work force
that’s willing to grow with your new systems...that’s pretty cool. IT workers like
to work on the latest and greatest toys,
so if you are making any infrastructure
changes like that, that’s absolutely something I would highlight.”

BY THE NUMBERS

Why territories matter
Where in Canada are auto insurers paying
out the most in claims costs? A 2018 claims
study of 68 different communities* reveals
that the GreaterToronto Area is one of the most
dangerous places to drive in the country.

The Bad

The Worse

(Mississauga, Markham)

(Richmond Hill and Toronto)

Claims per 100 cars (2008-2018)

Claims per 100 cars (2008-2018)

6.4% 6.4%

6.6% 6.6%

Mississauga

Richmond Hill

Markham

The Ugly
(Brampton, North York, Scarborough)
Claims per 100 cars (2008-2018)

7.1%

7.1%

7.1%

Brampton

North York

Scarborough

SOURCE: Allstate Canada Safe Driving Study.
*Study includes only provinces with private passenger auto insurance regimes.
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Toronto

I’m thinking of hosting a
networking event at my
brokerage, but I’ve never
held one before and I’m
kind of nervous. What do
I need to know so it goes
off without a hitch?
— Nervous Nellie

Dear Nervous,
It’s much easier than you think. You
don’t need a special skill set and the
logistics don’t have to be overwhelming. Many people get so caught up with
invitation lists, or searching in vain for
a “perfect” combination of guests, that
they forget to consider simple things
like how many people to invite. Decide
if the event will have a theme. If you
want to make sure attendees have
something to talk about, invite guests
who share something in common,
even if they may not know each other
personally (perhaps they all work in the
tech space, for example). Think carefully about the mix of people. The last
thing you want is a group in which a lot
of people know each other, but a few
don’t. “The old pals will almost certainly revert to inside jokes and private
conversations, leaving out the newcomers,” says Dorie Clark, a marketing
strategist and professional speaker
who teaches at Duke University. As you
meet and greet people, constantly look
for opportunities to connect people
who would benefit from meeting each
other. Keep track of these connections
and follow up next time you see them
to see if they benefited from the introduction. Of course, there are always
a few people at any event who are off
in a corner, not talking to anyone. Get
volunteers to be “anchors” to make
sure everyone is talking with someone.
Lastly, follow up with attendees after
the event. Ask how they liked the event
and how it could be better. Then get
going planning the next one....

HANDBOOK

CYBER IN 2025

The future of cyber sales
Top 3 ways cyber insurance will come of age over the next six years
B Y V I S H A L K U N D I , CEO and Co-Founder, Boxx Insurance

W

e have all heard of the high-profile cybercrime cases involving
stolen data, personal records,
health information, and/or financial
details. Technological advancements
have increasingly connected businesses to sources of electronic data, further
exposing them to cybercrime. Despite
these major breaches and ongoing issues with privacy and consent, commercial cyber insurance in Canada remains a relatively hard sell.
Demand for cyber insurance has
grown over the past few years. And yet,

levels of uptake in Canada still lag behind those of the United States. Many
Canadian businesses continue to believe they don’t need cyber insurance.
The reasons why typically fall in to one
of three buckets:
1. Businesses that don’t collect personal information as part of their operations believe they are not a target for
cybercrime.
2. Bigger ﬁrms that have their own IT
departments feel they can manage cyber risk exposure in-house.
3. A common belief held by small to

mid-sized enterprises is that cyber
criminals only target larger organizations, not businesses of smaller size.
The facts don’t support these conclusions. For example, 75% of hacks target
small businesses. In most cases, the
attacks are fatal. What’s worse is that
80% of the victims could have survived
the attack ﬁnancially had they been better prepared.
Future of cyber
As part of our development research for
a new cyber insurance solution, we talk-
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ed to insurance brokers and security industry specialists across Canada about
where they see the cyber insurance
market moving over the next ﬁve years.
Overall, they felt cyber insurance would
be a core pillar of every company’s risk
management strategy.
It is not always possible to predict the
future (try predicting a cyberattack, for
example). But based on our research, we
have synthesized our Top 3 cyber predictions, presented in a list below:
Tougher cyber regulations
Tougher government regulation and
oversight will continue, placing new requirements on businesses and insurers.
As long as cybercrime evolves and
changes, so will the way in which regulators and governments respond to
it. Year 2018 was a watershed for data
protection and privacy regulation. With
the introduction of the EU General Data
Protection Regulation (GDPR), as well
as amendments to the Personal Information Protection and Electronic Documents Act (PIPEDA) in Canada, we will
undoubtedly see a rise in the demand
for cyber insurance in 2019 and onwards as businesses fully come to grips
with their requirements. The next few
years will also be noteworthy for setting
legal precedents for regulatory ﬁnes and
class action law suits.
Countries around the world will adopt
legislation that will increasingly require
high-level assurance signatures on digital contracts and transactions in order to
ﬁght online fraud and criminality. These
efforts to uphold the integrity of the process for ensuring identity will have an
impact on the contractual relationships
between businesses and individuals.
Insurers will be required to review
their policy wordings and coverage regularly to keep up to speed with regulatory and compliance requirements.
New driver for cyber demand
Demand for cyber insurance will be led
by the fear of losing business, not by the
fear of losing stolen data.
Compromised data is valuable today,
with plenty of opportunities to exploit
it. Expect the value of breached data to
44

February 2019 | Canadian Underwriter

decrease dramatically in the future, especially as organizations put in more
controls to limit its use and collection.
As the value of stealing data for ﬁnancial gain decreases, our bet is that
we will see hackers increasingly shift
their focus to other forms of crime that
shut down and extort businesses. Examples of cybercrimes that may be on
the rise include:
• using malware to take remote control
of a computer network
• cryptojacking (the unauthorized use
of someone else’s computer to mine
cryptocurrency)
• exploit kits (toolkits that cybercriminals use to attack vulnerabilities in
systems to distribute malware)
Internet of Things (IoT) and smart
devices will exacerbate the threat. IoT
is inherently and chronically insecure;
it is wide open to potentially devastating
cyberattacks that may have far-reaching
consequences for a company’s vital networks and systems.
Canadian organizations will be required to think about how their business
could be compromised by hackers who
want to make money at their expense.
Better assessment of cyber risk
Insurers will have a better understanding of the risks and the methods to better
assess and price these risks.
Data-driven underwriting in cyber insurance will no longer be elusive and cyber insurance will return to risk-based
pricing fundamentals.
The ‘market-based’ underwriting of
today will inevitably catch up with underwriters, and a hardening market will
require them to take a closer look at their
cyber risk assessment and pricing. Partnerships with security ﬁrms will help
insurers better assess risk; also, they
will help insurance professionals meet
customers’ needs, aiding the client’s
understanding of which cybersecurity
safeguards should be leveraged.
Vishal Kundi is the co-founder of Boxx and Cyberboxx, its flagship cyber risk management product.
He has created new operations in Asia and Latin
America for insurance companies, and developed
distribution partnerships in Europe and Canada.

MUST-HAVE SERVICES
ON A CYBER POLICY

Al Recio
Assistant Vice President, AXIS Pro
A cyber policy requires pre-vetted vendors
with specialized knowledge as expert
resources. They must be available 24-7 to assist during a cyber incident. A breach coach
can review and assess the cyber incident
and provide expert resources to assist. Other
must-haves include a notification service to
alert those affected and report to the privacy
commissioner; credit monitoring; a network
forensic team to help determine the cause
and resolve the situation; a public relations
firm; and forensic accounting to determine if
a business interruption income loss resulted
from the cyber incident.

Sara Runnalls
Vice President and Associate Public Sector Risk Advisor, BFL Canada
Three services are a good start to help
reduce the risk of cyberattack. One is customizable, web-based training for employees
on how to reduce cyber risk. Another, known
as domain protection, identifies and blocks
web domains used by cyber criminals.
Finally, an infrastructure vulnerability scan
examines an organization’s internet-facing
technology to identify vulnerabilities that are
open to cyberattack.

Adil Palsetia
Partner, cybersecurity and privacy
practice, KPMG Canada
A friend from a major commercial brokerage
says, ‘We almost force our policyholders to
use a breach coach.’ Typically a lawyer or a
legal rep, a breach coach will help you with
public relations and disclosure requirements
and report to external stakeholders when
required. Technical response teams will determine whether the attack is ongoing, sever
ties with the affected systems and re-establish appropriate controls. They will help you
with a post-event assessment, and set up a
more resilient program going forward.
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how I did it

CREATE A
BOUTIQUE
BROKERAGE
Scott Gilmour and Christopher Wiens,
along with Scott Fraser, Sel Tse and
Chris Wren, are partners of the newlyestablished Apex Surety & Insurance
Ltd. Based in Winnipeg, Man., the
boutique insurance brokerage focuses
on the construction, real estate, and
design professional industries
in western Canada. Here’s how the
business partners set up shop and
the challenges they had to overcome.
- As told to Jason Contant by Christopher Wiens
and Scott Gilmour

Left to right: Christopher Wiens,
Chris Wren, Scott Fraser,
Scott Gilmour and Sel Tse

46

February 2019 | Canadian Underwriter

We made a collective decision to start
our own brokerage after signiﬁcant
planning and research. Scott and I both
moved from Toronto back to Winnipeg
over the past year. We saw Western
Canada as offering speciﬁc opportunities and advantages for entrepreneurs.
There has been a marked investment
in new and revitalized infrastructure,
particularly in Manitoba, including the
building of the new Winnipeg airport,
football stadium, rapid transit stations
and continuing investment in hospitals,
bridges, roads and new residential communities. Winnipeg is also the gateway
to the north, having signiﬁcant involvement with construction in First Nations
and northern communities.
We see an immediate and long-term
need for consultative and hands-on
risk management broking for the construction, real estate and development
spaces. Our clients desire bespoke insurance, including carefully-consid-

ered advice respecting complex construction risks.
Our brokerage is self-funded by the
ﬁve partners. Collectively, we have more
than 60 years of insurance expertise. By
design, we offer a diverse mix of professional and risk management qualiﬁcations, including backgrounds in law,
accounting, banking and construction.
From a technology standpoint, we invested in what we believe to be the best
available brokerage management system (BMS), which features a client portal allowing clients to access policy documents and certiﬁcates from anywhere,
at any time. For us, there are no legacy
systems standing in the way of progress.
One major demand on our time,
though, was licensing. There is a different process for each province and territory; all require varying amounts and
types of information, and some took
signiﬁcantly more time than we had expected.

WICC Announces a

New National Sponsor
Thank you to our Platinum

NATIONAL SPONSORS

W
WICC
is delighted to announce a recent addition at the
Platinum
Level to its National Sponsorship Program.
l

NFP Canada p
proudly
y supports
pp
the Women in Insurance Cancer Crusade. We
share your passion for the continued ﬁght against cancer. Thank you for your
tireless effort in this ﬁght and all the good things you do for those affected in
Canada, as well our industry.
“It’s a great honor to work with such an amazing organization. Being a
part of the insurance industry, and having seen friends and colleagues
affected by cancer, this organization does great things to help the
endless ﬁght.”
– Marty Shaw, President of NFP Canada

NFP Canada is a leading insurance broker and consultant that provides
group beneﬁts and retirement, commercial insurance and individual private
client solutions through
g our licensed subsidiaries and afﬁliates. Our expe
p rtise
is matched only by our personal commitment to each client’s goals.

Learn more about National Sponsorship beneﬁts at www.wicc.ca

© 2019 Women in Insurance Cancer Crusade. All rights reserved. WICC and the WICC logo are
trademarks of Women in Insurance Cancer Crusade.
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Rowan Saunders, President and CEO,
holding Economical’s ﬁrst policy

EACH CUSTOMER

IS UNIQUE
Each customer is unique — from our very ﬁrst, to the many who choose us
because of our consistently high claims satisfaction rating. Our innovative history
precedes us and our transformational work — driven by customer needs — will carry
us into the future. Here and now, our customers and brokers rely on our stability
and our approach to making insurance simpler, knowing we’re ready to support
them when they need us most.

Insurance can be better
Visit us at economical.com
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