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yber insurance is no doubt a growth opportunity for brokers in Canada.
Insurers are underwriting 10 times the amount of cyber premium that they
were just four years ago. And yet, the product appears to be a tough sell.
Brokers seeking to grow their cyber business need to break through the
cognitive dissonance of small business owners regarding cyber risk. Borrowed
here from psychology, the theory of cognitive dissonance describes the discomfort we all feel when we confront an inconsistency between our various beliefs,
attitudes and behaviours.
Say I am the owner of a small bookstore. I believe I am a safe, careful and cautious person. I keep my business anti-virus software up to date, I don’t visit risky
websites, and I don’t read or respond to phishing emails that I receive from Nigerian princes or Russian brides.
Along comes an insurance broker who wants to convince me that I am actually a negligent, reckless or imprudent manager because I do not have a cyber
policy in place. Without cyber insurance, I am told, I am putting my business
in grave peril. I am going to be imminently hacked and I will lose my business.
The idea you are selling to me as a broker is fundamentally inconsistent with
my belief that I am a safe, careful and prudent business manager. I may even reject your offer of cyber insurance just to avoid feelings of discomfort I may have
about your suggestion that I am not safe, careful and prudent.
How can you break through my cognitive dissonance?
Two options: 1) reduce the importance of the dissonant belief; and 2) add more
consonant beliefs that outweigh the dissonant beliefs.
What does this mean in practice, when you are selling cyber insurance?
First, tone down the fear-mongering. Avoid using alarmist cyber breach statistics. This is one way to reduce the importance of the dissonant belief that you
are introducing to the client (i.e. that the business is in imminent peril).
Second, assure the small business owner that since they are so careful and
prudent, they will deﬁnitely want to make sure their business is protected. This
is an example of adding more consonant, consistent beliefs.
When selling cyber to small business owers, it’s all about ego. Play up support for your client’s preconceived notions that they are safe, wise and prudent managers.
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Is Aviva-Desjardins fraud collaboration
the dawning of a new era?
March 19
The story: A joint insurance fraud collaboration between
Aviva Canada and Desjardins Insurance – Canada’s
second- and third-largest insurers, respectively – leads to
police charges against a so-called “ghost broker” who sold
fraudulent insurance to consumers. Could the collaboration
herald the beginning of a broader trend across the industry?

canadianunderwriter

Why this insurer
does not have
to pay additional
living expenses
for campground fees
March 29

IA says:
Nothing will change as long as brokers and insurance companies don’t demand tougher
sentences for insureds committing fraud and the many companies that contribute to those
fraudulent losses. Yes, the auto shop or towing/restoration company loses its preferred vendor
contract, or it might get fined, but they are still in business. Same with paralegals, chiropractors
etc. They are still doing business, they retain their licenses or may have short suspensions.
There are no real consequences to deter that kind of behavior. I don’t think [fraud] would
completely disappear, as crooks unfortunately can get very creative, but it can be curbed so
that not everyone is penalized by what others do. Clients are getting tired of the same song and
dance: why does everyone have to pay for the bad apples?

SN says:
Had this investigation been done properly, in concert with the police, using undercover
officers rather than private investigators, and the media release done at the conclusion of
the court process, it would have gone a long way in having the police and the courts take the
industry’s concerns seriously. As it stands it’s a fluff piece of advertising for two companies.
Nothing to see here…

Why this insurer
is spending
$20 million
on bricks-andmortar stores
April 4

The story: CAA Club Group has spent
$8 million over the past five years on
new and renovated stores in Ontario,
which now have warm fireplaces, a
video wall, free WiFi and digital displays.
Its $20-million store renewal project is
expected for completion in 2021. CAA calls
the approach a “home concept.”

Don says:
Simply put, a really proactive, intelligent and client-facing
initiative; one that helps return a personal touch to the toooften, modern-day, impersonal interactions of buying insurance.
Well done CAA, well done!!

What the blazes
is going on with
barn ﬁres?
March 22

8

The story: Ontario insurers express frustration about an
existing exemption for mandatory fire inspections of farms
in the province’s Fire Code. The exemption exists to focus
inspections on structures where more people live.

The story: The Canadian Northern Shield
Insurance Company (CNS) does not have
to pay a flood victim the cost of living in
a campground, because the client had
a pre-booked vacation trip, a B.C. tribunal
ruled. An adjuster told the client that
CNS would cover campground expenses
after he returned to Canada, but not
for the trip to the U.S.

Eric Renteria says:
I find the decision unfair and unjustified for
not considering this insured’s [situation],
regardless of whether the expense was
incurred in the U.S. or Canada, and
whether or not the trip was pre-planned.
The fact is, the insured incurred increased
accommodation expenses resulting from a
covered peril.

Kerry Diehl says:
But the question is, was it additional
to their regular schedule? I think that was
the point. The fact that they owned a trailer
and chose to use that as their temporary
location rather than other accommodations
perhaps was not their best choice. With no
direction from the adjuster, did they seek
direction from a broker?

Ken Worsley says:

Cindi (Mardsen) Keep says

Absolutely the building code needs to be amended, not only
to reflect increased inspections but also how these buildings
are built in the first place. It would be interesting to note how
many insurance providers carry out these inspections, as many
carriers have robust loss prevention programs in place.

But he didn’t incur any increase. That’s
what I read, and I agree with the decision
(which, btw, I don’t think I was involved in...
but proud of the adjuster all the same).
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Time to socialize
Drive business growth by engaging with your clients through social media

I

B Y N O R A H B L A C K , Director, Marketing and Communications,
Insurance Brokers Association of Ontario (IBAO)

n my ﬁve years with the IBAO, I’ve
witnessed incredible growth and developments by insurance brokers online. When I started, only a handful of
leaders in the digital space were realizing
the beneﬁts of a thoughtful digital strategy. The numbers were in the single or
early double digits and many brokerages
didn’t have a website, let alone a strategy.
Today’s landscape is very different.
Brokerages across Ontario are marketing their brands online in a variety of
ways, including on social media. The
number of digital leaders has grown
signiﬁcantly — approximately one-third
of IBAO members have a social media
presence; around half that number are
both active and extremely successful.
It’s been remarkable to watch this
growth, and there’s a huge opportunity
to expand this presence signiﬁcantly as
the need to communicate with consumers increases. The list of potential topics

for brokers to discuss with their clients
is endless, but explaining why auto rates
are increasing is a large knowledge gap
that brokers can help ﬁll. For those who
may ﬁnd creating original content daunting or overwhelming, plenty of relevant
news articles and resources can easily be
shared with your network.
A great opportunity exists to share
broker involvement within the communities they serve. Every broker I know
makes a difference in their community,
whether by ﬁnancial contribution, volunteering, or in some other way. Sharing stories on social media allows your
network to learn about your contributions and your passion to give back.
Think about leveraging social platforms as an investment in your client
base. With brokers, it’s about relationships. They’re what’s truly valued by
consumers (those who use brokers and
those who don’t). Social media is an ex-

COMING SOON!
CLAIMS CANADA will be transformed, soon to become a regularly featured
department in Canadian Underwriter magazine under the section heading ‘Recovery.’
Written especially for claims professionals, this all-new Canadian Underwriter
department will showcase everything you enjoy about Claims Canada — cutting-edge
claims news, helpful hints, insightful analysis, and fresh and engaging commentary.

tension of these relationships; it’s a strategy that can simultaneously improve retention and attract new business.
Brokers who aren’t on social media often say they don’t have the resources to
implement a social media strategy successfully. Or they might believe they’re
too late in the game to start now. But if
you start now, it won’t be long until you
see the beneﬁt. Further developing client relationships can be as personally
rewarding as it is advantageous.
As with anything new, getting started is often the biggest hurdle. For those
without dedicated resources, start slowly. Create a basic strategy, dedicate a
small amount of time each week to build
your audience, share content that will
either help or be of interest to your client base and interact in a personal way.
Starting slowly will allow you to check
out the landscape and ease into a routine that works for you.

WATCH
FOR IT
IN OUR
JUNE 2019
EDITION!
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Curtain call
for entries.
Submit your nominations for the 11th
Annual CIP Society National Leadership
Awards. Recognized leaders join the
prestigious Leadership Circle.
Established Leaders

Emerging Leaders

Ginny Bannerman, CIP (2013)
Carla Blackmore, FCIP (2009)
Ron Bouwmeister, FCIP (2010)
Diane Brickner, CIP (2012)
James Cameron, FCIP (2013)
P
FCIP (2018)
Glenn Gibson, CIP (2011)
Andrew Janzen, FCIP (2009)
Johanne Lépine, FPAA (2014)
Barry F. Lorenzetti, CIP (2012)
Paul Martin, CIP (2016)
Patrick McNally, FCIP (2009)
Lynn Oldﬁeld, FCIP (2014)
Robert Pearson, FCIP (2016)
Greg Thierman, CIP (2010)
H. Ross Totten, FCIP (2009)
Raymond White, FCIP (2010)

Bryan Bedford, FCIP (2015)
Rob Bickerton, FCIP (2010)
Patrick Bouchard, PAA (2009)
FCIP (2018)

Simon Charbonneau, FCIP (2011)
Andrew Clark, FCIP (2011)
Drew Collins, CIP (2012)
Anne-Marie Deschênes, PAA (2013)
Mathieu Gagnon, PAA (2010)
Vincent Gaudreau, FPAA (2011)
Lindsay Mackenzie, FCIP (2013)
Melanie Needham, FCIP (2010)
Thomas Newby, CIP (2009)
Tammie Norn, FCIP (2013)
Adrian Osti, FCIP (2014)
Frederik Pelaez, FCIP (2012)
Phillip Robichaud, FCIP (2009)
Sara Runnalls, FCIP (2018)
Kevin Sigouin, CIP (2012)
Victoria Stanhope, FCIP (2018)
Jonathan Stone, FCIP (2009)
Alex Stringer, FCIP (2017)
Laura Van Vliet, CIP (2016)

Nominations will be accepted
until June 30.
For more information about the leadership awards and the
nomination process, please visit the CIP Society website.

www.insuranceinstitute.ca/cipsociety
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HOME INSURANCE

A household name
If your clients have housemates, you may need to ﬁnd out
how closely their living activities are integrated
B Y G R E G M E C K B A C H , Associate Editor

F

or clients who are not living alone,
do you know who is living with
them and who is in their household?
In insurance policy wording, “the
word household may have legal significance,” says Kenny Nicholls, CEO of
Western Financial Group.
One reason for this is that the term
“household” often appears in the section on who is insured, and it may expand insurance coverage to people other
than the named insured, cautions Robert Smith, an insurance defence lawyer
with Dolden Wallace Folick LLP.

CLIMATE CHANGE
EFFECTS | APR. 3

Coastal flooding, more intense
rainfalls and more extreme
hot temperatures are predicted
as a result of climate change,
according to a federal
government report.

“It is our responsibility as brokers to
know and understand insurance terminology,” adds Bart Robinson, director of
market relations at Western Financial,
which has 179 brokerage offices. “The
term ‘household’ could mean different
things to different people.”
Living in the same home is not always
the same thing as living in the same
household, notes Ari Krajden, a partner
with Kawaguchi Krajden LLP, whose
specialties include coverage disputes.
For example, one set of adult siblings
living in the same residence might be

considered a household because of the
speciﬁcs of their arrangement. But another set of adult siblings also living in
the same residence would not because
the circumstances are different.
Court battles can arise over what a
“household” means in an insurance
policy. A case in point is Ferro v. Weiner, a Court of Appeal for Ontario ruling
released in January. In Ferro, a person
drowned in 2010 at a vacation property west of Barrie, Ont. The woman
who owned the property was living in
a nursing home and has since died. The

HOME FLOOD
VULNERABILITY | APR. 2

One in five Canadian households are
in some way exposed to overland
flooding, and that figure is increasing,
the Insurance Bureau of Canada
reported at the Swiss Re Canadian
Annual Outlook Breakfast.
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DECLARATIONS
estate of the homeowner was sued by the
family of the drowning victim. The home
was insured by Intact.
One defendant in the lawsuit was the
son of the cottage owner, who was using
the property for a vacation. His regular
home was insured by TD.
Intact and TD did not agree on whether the adult son was a member of his
mother’s household. Originally, the Ontario Superior Court of Justice ruled the
son was in the mother’s household and
therefore was a named insured under
the Intact policy (meaning Intact had to
share the son’s legal defence costs with
TD). The ruling was overturned by the
Court for Appeal of Ontario.
The fact that the son used his mother’s
cottage whenever he wished is one reason
why the lower court found he was part
of the household. But the appeal court
disagreed, noting that before the mother moved into a nursing home, she lived
with a son other than the one who was
sued as a result of him using the cottage.
“Given that [household is] a pretty open-ended, often-undeﬁned term,
I think that the broker’s investigation
can be very important,” Smith observes.
“First off, they should identify who is
living in the household. If there are renters, I think that they should dig a little
bit deeper. See if they are sharing services. Identify from the get-go whether
you have people living in the house who
either could or could not be considered
living in the same household.”
It can be particularly ambiguous
when adult children are living with their
parents, Smith says.
“In any given year, everybody goes
through various changes,” says Western Financial’s Nicholls. “It could be
all of a sudden you have new arrivals
to the household. Kids are going back
to school or going to university. A lot of
people might think, ‘I still have the same
house I have owned for 20 years and ev-

HUB ACQUIRES ALBERTA
BROKERAGE | APR. 2

Hub International announced the
acquisition of Del Fisher Insurance,
a Calgary-based independent
brokerage doing personal
and commercial lines business.
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SURVEY SAYS…

EARTHQUAKE PREPAREDNESS
Is Canada’s P&C insurance industry prepared to respond
quickly and effectively to an earthquake in either Eastern or
Western Canada? We put the question to 261 insurance professionals,
including brokers, insurers, claims personnel and
risk managers. Here’s what you told us:

Western Canadian
Earthquake

Eastern Canadian
Earthquake

0%

COMPLETELY PREPARED

0%

11%

PREPARED

8%

40%

NOT SURE

36%

40%

NOT WELL PREPARED

36%

9%

NOT AT ALL PREPARED

20%*

*Of note is that the number who answered
“Not at All Prepared” jumped by 11% when respondents were asked about
industry preparedness for an Eastern Canadian earthquake.

erything is ﬁne.’ But lots of things could
have changed that customers don’t necessarily think about. It’s our job to get
this information through discussions
and various questions and building that
relationship with the customers.”
When disputes end up in court, judges often look to Wawanesa Mutual Insurance Co. v. Bell, released in 1957 by the
Supreme Court of Canada.“The ‘household,’ in the broad sense of a family, is
a collective group living in a home, acknowledging the authority of a head, the
members of which, with few exceptions,
are bound by marriage, blood, affinity
or other bond, between whom there is
an intimacy and by whom there is felt
a concern with and an interest in the
life of all that gives it a unity,” Supreme
Court of Canada Justice Ian Rand wrote
in Wawanesa. That case resulted from an

auto bodily injury lawsuit in which the
defendant drove the car of his brother,
with whom he was living temporarily.
In disputes over whether a person
is part of a household, courts will ask
whether there is some permanence to an
arrangement. “The intimacy and unity
requirement is likely more difficult for
an underwriter to pick up on through
standard questioning,” Krajden says.
If the owner’s son is staying in the
house while the parents are away on vacation, this would probably not be seen as
permanent and therefore the son would
not be in the same household, Krajden
observes. But, “if there is a son or daughter who is away at university, but they
come home for every single holiday and
every summer, and they live as a family
unit, then a court would likely ﬁnd they
are part of the same household.”

MARSH-JLT DEAL
OFFICIAL | APR. 1

Marsh & McLennan Companies Inc.
finalized its $5.6-million acquisition of
London, England-based Jardine Lloyd
Thompson Group plc. The deal was first
announced last September.

CanadianBrokerNetwork
Canada’s Leading Independent Insurance Broker Network
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The members of CBN are proud to recognize the top performing commercial, employee
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commitment to exceptional service further sets this group apart.
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HELPING CANADIANS
UNDERSTAND RISING INSURANCE RATES

$1.9 billion
in insured losses over 2018 due to
severe weather across Canada

$30 billion+

Source: Insurance Bureau of Canada, 2019

per year spent across the P&C
industry to manage and respond
to fraudulent activity
Source: Insurance Information Institute, 2017

vs.

60%

+

$5.2 billion
per year on average claimed for
home insurance in Canada from
2010 to 2013
Source: Insurance Bureau of Canada, 2015

in average costs for maintenance
and repair of one GMC vehicle
(2007 vs. 2014)

steady increase in housing
prices in large Canadian cities
such as Vancouver and Toronto,
from 2010 to 2016

Source: Consumer Reports, 2017

Source: CMHC, 2018

It’s a tough time for Canadians as the cost of home and auto insurance is
going up. In a hard market, brokers play a critical role in helping consumers
understand their options. Working with our broker partners, our goal is to
educate Canadians with easy-to-understand information so they can make
smart, conﬁdent decisions. Go to economical.com/rateincreases to learn
why rates are going up, and share the link with others.

Insurance can be better
economical.com/rateincreases

PROPERTY | AUTO | BUSINESS
Economical Insurance includes the following companies: Economical Mutual Insurance Company, Family Insurance Solutions Inc., Sonnet Insurance Company, Petline Insurance Company. ©2019 Economical Insurance. All Economical
intellectual property belongs to Economical Mutual Insurance Company. All other intellectual property is the property of their respective owners.
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CYBER BREACH

Snooping around
What types of cyber breaches are the country’s privacy commissioners seeing?
B Y J A S O N C O N T A N T, Online Editor

W

hat are the most common types
of data breach incidents reported to privacy commissioners
across the country?
It’s a question that’s been on the
minds of Canada’s property and casualty insurance professionals since the federal government made breach reporting
mandatory on Nov. 1, 2018.
Always the answer seemed to be “too
soon to tell.” But ﬁnally, the privacy
commissioners of Alberta and Ontario,
as well as a representative from the federal Office of the Privacy Commissioner
of Canada (OPC), revealed some exposure trends at the NetDiligence Cyber
Risk Summit in Toronto.

CHANGES IN
B.C. AUTO | APR. 1

B.C.’s public auto insurer, the Insurance
Corporation of B.C., officially introduced
its $5,500 limit on pain and suffering
payouts, and more than doubled its
accident benefits coverage from
$300 per week to $740 a week.

One persistent, “disappointing” pattern seen over the past few months is accidental disclosure and loss of records,
says Abubakar Khan, director of the
OPC’s business advisory directorate.
“In many cases, [these types of breaches] are very much in control of the organization,” said Khan. They can be “at
least minimized, if not totally prevented.” He said the OPC is trying to help organizations solve these issues through
events and individualized outreach.
Another trend is a “signiﬁcant spike”
in phishing or other impersonation-type
attacks. “[Cyber criminals] do the
homework, they ﬁnd the vulnerable
spots, they come in with a strategy and,

unfortunately, they are often successful,” Khan said. Success in this context
means taking over accounts, sectors or
segments of corporate records, or even
entire servers.
In Alberta’s private sector, phishing
and other forms of social engineering attacks are on the rise, conﬁrmed Jill Clayton, the province’s information and privacy commissioner. “On a weekly basis,
there might be six or seven [incidents]
we are addressing,” she says. “Frankly,
that has surprised me a bit.”
Compromised information systems are
still the Number 1 cause of breach, since
they are not as easily detected as “transmission errors,” Clayton reports. “Usual-

ARCHWAY EXPANDS
INTO N.B. | APR. 1

Archway Insurance, one of Atlantic
Canada’s largest brokerages, moved
into Saint John, N.B. with the
acquisition of Hall & Fairweather
Insurance, a full-service
independent brokerage.
canadianunderwriter.ca | May 2019
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ly the transmission errors, the emails that
go to the wrong place, are detected quite
quickly and reported to us quite quickly.
That’s not the case with a hacked system.”
Alberta has also seen an increase of
reported cases in which systems are
compromised because credentials are
available on the dark web from previous
hacks. “The bad guys are using [these
credentials] to get into organizations’
systems that are actually quite well-protected,” Clayton reported.
In Ontario’s public sector, breaches
run the gamut. Some cyber criminals
see opportunity in targeting the municipal sector and smaller municipal governments primarily. “That may speak
to [the municipal organization’s] level of
preparedness,” said Brian Beamish, information and privacy commissioner of
Ontario. One general weakness appears
to be staff carelessness, such as putting
the wrong attachment onto an email or
sending out an email to a list rather than
a particular individual.
In both Ontario and Alberta, “snooping” within the healthcare system is a
worrisome trend. For example, a hospital worker with access to patient data
may abuse his or her authority to look at
the private electronic health records of
friends, family and co-workers. Beamish
estimated his office sees about 10 of these
kinds of breaches each month.
Ontario’s privacy commissioner also
sees examples of abandoned medical
records. For example, a healthcare professional leaving his or her practice may
“simply walk away from their health records, and boxes of paper records are left
in an office space,” Beamish says.
Equally disturbing is an increase in
the number of medical employees, volunteers or students who are posting patient information on social media. “You
think that would be understood that you
can’t do that, but it is a trend that we are
seeing,” Beamish said.

NEW OFFERS
HOMESTAY ACCOMMODATION COVERAGE
Vendor: CAA
Target Audience: Canadian consumers
What It Does: Vacationers can insure their lodging booked through homestay websites like Airbnb.

CAA Travel Insurance has introduced a feature that covers accommodation booked
through alternative lodging sites like Airbnb, HomeAway and TripAdvisor.
If the customer’s lodging is booked through an approved platform, they pay ahead
in full; if the trip is cancelled because of an insured risk, CAA will reimburse any nonrefundable fees up to the maximum amount listed on the policy.
This new feature, underwritten by CAA-owned Orion Travel Insurance Company, is currently
limited to Ontario travelers, but it will reach other provinces in the coming months. It’s
now fully integrated into trip cancellation and interruption coverage, non-medical vacation
packages, and single and multi-trip vacation packages for all Ontario policyholders.

ADDITIONAL SPECIALTY INSURANCE SERVICES
Vendor: Travelers Canada
Target Audience: Specialty insurance customers
What It Does: Travelers’ specialty insurance customers can now access legal,
human resources, and emotional support assistance.

Canadian private, public, and non-profit specialty insurance clients of Travelers Canada
now have access to complimentary professional services.
Now included in their policies are legal support, human resources help, and emotional
support assistance. This includes, for example, phone consultations with attorneys,
assistance with HR issues like hiring and immigration, and professional counselling.
Travelers says these programs will help customers more easily manage their day-to-day
business operations. The services will be provided by Assistenza, which has delivered whitelabel, value-added assistance services to Canadian organizations for more than 25 years.

AUTOMATIC AUTO CLAIMS
Vendor: Aviva Canada
Target Audience: Canadian consumers
What It Does: Aviva Canada auto insurance customers can
automatically launch a claim in real-time from a Collision Reporting Centre (CRC).

In collaboration with Accident Support Services International (ASSI), Aviva Canada has
introduced an automatic First Notice of Loss (FNOL) service to submit auto claims.
Drivers insured by Aviva can now launch claims in real time from Collision Reporting
Centre (CRC) locations in Canada. Previously, the CRCs would report collisions to Aviva,
and it would take between 24 and 72 for claims to reach an adjuster.
In addition to expediting the resolution of auto claims, this service allows customers to
receive SMS and email notifications telling them their claim number, contact information
for their claims adjuster, and the status of their claim.

CYBER CRIME IN
HOSPITALS | MAR. 29

The healthcare industry continued
to be the most targeted sector by
cyber criminals in 2018, accounting
for 41% of attacks, according to
the Beazley 2019 Breach Briefing.
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WHAT THE WINTER
COSTS INSURERS | APR. 9

Two severe weather storms in Ontario
this year, one in February and one in March,
cost insurers more than $70 million in insured
damage, according to Catastrophe Indices
and Quantification Inc. (CatIQ).

Expect more from your
insurance portal
Start saving time and money by arranging your client’s
business insurance online

PROFESSIONAL LIABILITY
We cover professionals for
claims arising as a result of
their errors omissions and
negligent acts.

MANAGEMENT LIABILITY
We cover a wide range of
industries, protecting directors and
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business interruption.
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BIG MOVES

SUMMARY
CONSUMER PREFERENCES

Financial executive
departs from Intact

Patterns
in Personality
ACCENTURE

Don Fox oversaw many ﬁnance-related
functions at Intact Financial

WHO: Don Fox
FORMER ROLE: Executive Vice
President, Intact Financial Corp.
P&C EXPERIENCE: Two years with
Intact; 29 years in the investment
banking business.
PROFILE: Led CIBC’s financial
institutions investment banking group
from 2000 until 2015, and held
investment banking roles at
Merrill Lynch, Midland Walwyn
and Burns Fry.

Don Fox, who joined Intact Financial Corp. as executive vice president in 2017,
departed the ﬁrm in May. He was responsible for overseeing the company’s
investment management, corporate legal, corporate development, audit and ﬁnance
functions.
Before joining Intact, Fox was vice chair of global investment banking at the
Canadian Imperial Bank of Commerce. From 2000 until 2015, he led CIBC’s ﬁnancial
institutions investment banking group. During that time, he dealt with Intact on a
regular basis.
Fox “has been a key individual in many of our important transactions over the
years,” said Intact Financial CEO Charles Brindamour, referring to Intact’s IPO in
2004; the move in 2009 to become an independent Canadian P&C insurer; and the
acquisitions of Allianz, AXA, Jevco, CDI and OneBeacon.
With Fox’s departure, the audit function will be overseen by Frederic Cotnoir, Intact
Financial’s senior vice president, corporate and legal services and secretary. The other
functions previously overseen by Fox will now report directly to Brindamour.
Yvonne Steiner is
head of property
for Zurich Canada.
Previously, she was
RSA’s head of global
specialty lines in
Canada. She has
held positions at
Finning International, GCAN Insurance
Company (formerly Gerling Global)
and Swiss Re.

AFTERMATH OF
BRONCOS CRASH | MAR. 28

Pleading guilty in court to five charges,
the owner of the transport truck
involved in the deadly Humboldt Broncos
bus crash admitted he did not follow
provincial and federal safety rules in
the months leading up to the collision.
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Greg Knowles
has joined Totten
Insurance Group, a
managing general
agency owned by
Hub International
Ltd., as chief underwriting officer and
executive vice president. He joined
Hub in 2014 as chief marketing
officer and has also worked for CNA.

Maurice Tulloch is Aviva
plc’s new CEO. He joined
Aviva in 1992, and was
CEO of Aviva Canada
from 2009 until 2013,
when he became CEO
of Aviva’s international
insurance division.
Before his time as CEO of Aviva Canada,
he was executive vice president and
chief operating officer of Aviva Ontario.

EXITING PERSONAL
LINES | MAR. 28

In its recent
report,
Discover the
Patterns in
Personality,
Accenture
uncovered
four different consumer profiles within the
global banking and insurance industries.
Each persona has a different expectation
of providers. Some want greater integration
of physical and digital engagement. Others
are wary of technology altogether. Some
trust their insurers, while others are sceptical
that they’re receiving adequate service.
How do insurers effectively service such a
wide-ranging mix of customers?
Accenture looked at five consumer trends
spanning all four personas. Understanding
the trends will help insurers meet the
needs of their consumers’ varying consumer preferences, the report says.
First, all consumers want more integration
of services so that their coverage is tailored
to fit their needs. Accenture suggests
working with third-party providers to complement traditional products with services
— for example, bundling auto coverage with
car loan and maintenance services.
Second, many consumers want service
personalization so that their premiums
are tied to their behaviours. One example
would be using telematics to reduce car
insurance rates.
Third, consumers are willing to share
personal data for incentives like reduced
premiums, as long as they’re certain their
data will be secure. Accenture recommends
investing in data protection — and communicating those efforts to consumers.
As well, most consumers want more
digital services so that they can access the
insurer’s services faster and with greater
ease. And lastly, while most clients trust
their current providers, it’s key for insurance
providers to maintain that trust by delivering on security promises.
The personality profiles were constructed
based on a 2018 survey of 47,000 banking
and insurance customers across 28 markets in Asia-Pacific, Europe, Latin America,
Middle East and Africa, and North America.

AIG Canada confirmed to Canadian
Underwriter that it will no longer underwrite new policies in personal lines, which
was a small percentage of the company’s
portfolio in Canada in Canada. The commercial business remains unchanged.

Back to Basics: Focusing on core
competencies in an evolving market

L

et’s face it: the insurance industry as a whole is under a lot
of pressure. Accelerated climate change and global warming
have led to an increase in the frequency and severity of
natural disasters and extreme weather events around the world.

ãQRSG@MCEQNL@BK@HLRODQRODBSHUDSNQM@CNDR âNNCHMF VHMC
RSNQLR@MCENQDRSãQDRG@UD@KKBNMSQHATSDCSNSGDMTLADQ@MC
severity of claims we’ve responded to.”

.MDNESGDL@HMQD@RNMRVGXV@R@CHEãBTKSXD@QENQSGD
personal insurance industry as a whole is the increase, year
after year, of catastrophic weather events in Canada,” says Ron
Biggs, National Property Claims Director at RSA. “We’ve seen it

3GDRDE@BSNQR@QDL@JHMFHSDUDMLNQDBQTBH@KSNãMCSGD
right coverage for your clients. But most claims aren’t this
complicated. That is why it is the perfect time to focus on the
core personal insurance offerings you can share with y
our clients.

Go back to basics

The role of the broker

And that’s where Back to Basics comes in. Over the past few
months, RSA has been connecting with brokers to remind them of
the customizable options available to their clients to ensure their
homes and property are properly protected.

RSA received feedback from brokers who said they wanted
more helpful content to share with clients. Via RSA’s Back
to Basics marketing campaign, RSA is incorporating broker
feedback and providing them with more information along
with new and updated ways they can learn about RSA’s
extensive Personal Insurance offerings.

“The inception of Back to Basics was born out of discussions
with sales and brokers. Brokers told us that they needed more
information, more tools and more support to navigate their clients’
diverse needs,” says Julia Carr, Vice President of Marketing at RSA.
“It’s our responsibility to our brokers to clearly articulate what
differentiates RSA. Back to Basics is about getting back to the
core of RSA Canada’s Personal Insurance value proposition and
demonstrating what sets us apart. Our role is to offer the support and
tools brokers need to continue to enable them to provide the best
advice to their clients.”
Back to Basics is a campaign that focuses on the core services RSA
offers as an insurer, leveraging imagery that showcases classic
HSDLR ODQEDBSKXBQ@ESDC@MCAD@TSHETKKXCDRHFMDC SNQDâDBSSG@SSGD
fundamentals of RSA are a timeless advantage. More than that, the
campaign is meant to reinforce to broker partners that, at the end of
the day, RSA is here to get clients back to their pre-loss situation as
soon as possible – which is the basic goal of insurance as a whole.

A major aspect of Back to Basics is updating RSA’s Personal
Insurance content and collateral to help brokers support their
clients. An example is the newly revamped Climate Smart
webpage which includes all new tip sheets. Brokers are being
continually engaged throughout the campaign, providing instant
feedback via polling and having the opportunity to attend
educational webinars to learn more.
RSA will be enhancing Back to Basics as it rolls out. Almost 1,200
brokers have provided their feedback on the campaign thus far
VGHBGVHKKADKDUDQ@FDCSNQDãMDHSNUDQSHLD (SRITRS@MNSGDQ
way RSA is helping support brokers through their roles as
trusted advisors.

Want to get back to basics? Visit rsabroker.ca/backtobasicsSNãMCNTSLNQD

cu

INTERVIEW

GEORGES PIGEON, Partner, Deal Advisory, KPMG in Canada

M&A GROWTH

LET’S
MAKE
A DEAL
Thinking about rapid-ﬁre
growth? M&A guru Georges
Pigeon of KPMG in Canada
gives you some food
for thought
By Greg Meckbach, Associate Editor
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Our perspective is very simple. If we
are advising the client on the sell side,
we endeavour to do a thorough analysis
up front, as if we were advising the
buyers. That way, we can identify
potential pitfalls and explain to the
sellers the potential repercussions.
cu | What would you say
to a broker who wants to
sell the business and is
looking for a buyer?

cu | What do buyers look
for in a P&C business? Is it
the products? The people?
The technology? All three?

We usually have up-front conversations with our clients when we help
on the sell side. That will include a
conversation around their longterm intentions of remaining in the
business. If they seek to exit upon
close, then there may be certain
types of buyers that are less ideal for
them. If they wish to continue, then
the ﬁeld may be altered. So we would
have those conversations about their
long-term objectives. We also want
to understand the attributes they
are seeking in a buyer. If the seller
has certain business values they are
keen to perpetuate – for example,
clear independence as brokers from
an insurance carrier – they may
prefer to be acquired by a similarly
independent broker, or by a private
equity ﬁrm looking at the insurance
brokerage space.

Each transaction will differ. It will
most likely be a mix of the three,
nowadays. It will be clients, products
and markets, as well as the people (the
talent) in an organization. To some
extent, the talent goes in hand-in-hand
with products. For example, there may
be people responsible for specialty
lines and you may not ﬁnd that experience on every street corner. Increasingly, if I look back over the past 10
to 15 years, technology has become a
greater consideration in the mix. Some
buyers may have a heavy focus on the
technology that is being deployed in an
organization. They may see acquisition
as a quicker route to implement new
technology in their own organization
rather than spend a number of years
— along with the risks that come with
that — in developing their own technology internally.

canadianunderwriter.ca | May 2019
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Whether you
are a buyer
or a seller, if
a transaction
failed, you
need to do a
really good
debrief on what
prompted the
termination of
the discussions.
cu | Is this true for both
carriers and brokers?
In the brokerage space, we are seeing
that consideration. In the carrier space,
to date, we see it more when they are
looking at investments in insurtech
businesses, for example. But I would
not completely dismiss that.

cu | Are there things that
some clients fail to consider
when going through the due
diligence process of a merger
or acquisition negotiation?
Our perspective is very simple. If we are
advising the client on the sell side, we
endeavour to do a thorough analysis up
front, as if we were advising the buyers.
That way, we can identify potential
pitfalls and explain to the sellers the
potential repercussions. We always hope
for the best but plan for the worst. There
would be considerations such as changein-control clauses in service arrangements. There may be onerous payments
to be made. In some cases, you can have
some misunderstood tax risks.

cu | What are some terms
that might be in a changein-control clause?
The buyer may have a very different
technology provider, and IT is often a
place where signiﬁcant savings can be
achieved, given its pervasiveness in the
24
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back office. So, you would want to understand what those arrangements are, how
easy it is to terminate them and whether
there would be a cost involved. You have
to think about the transfer from one IT
system to a new one. It can actually go
both ways. An acquirer may choose to
jettison its own IT platform and migrate
all of its business on to the platform of
the company they are acquiring.

cu | Have you observed
potential M&A deals
that fell apart?

actions can fail at a number of places
in the process. We have often seen this
happen during the early conversations
around valuations: a seller may have
expectations about what they are worth,
and the buyer has a very different perspective on it. And the gap is so wide,
there is really no way you can bridge it.

cu | What happens when a
buyer and seller don’t agree
on the value of the company?

If the gap is not too wide, there are ways
you can bridge it. For example, you can do
this through long-term, multi-year earnThere were cases where deals fell apart.
out clauses. These include milestones
The valuations were based in part on a
short- term forecast and there was a real- to achieve over time; once a milestone is
ization that it was not going to happen, or reached, the buyer then agrees that furit required such a leap of faith that buyers ther payments will be made to the seller.
During the due diligence process, ﬁndings
walked away. Also, say for example that
you survived all those steps; you agree on may come up that put into question the
base valuation. It could be, for example,
valuation and then you start negotiating
that the organic growth as ﬁrst representterms and conditions. If the buyer then
asks for potentially onerous terms, or the ed turned out not to be wholly accurate.
The customers are not going to give
seller starts asking for onerous terms —
and none of these things were put out on you higher volumes, despite what you
thought. It actually happened to me years
the table early on during discussions or
ago on a deal. We were having convernegotiations — those types of things can
make people walk away. I am seeing less sations with the client as part of the due
diligence, and our client had asked us to
of that, but it happens.
interview customers of the potential seller. The customers indicated they would
cu | What happens
not send greater volume to the potential
when a deal falls apart?
seller because they wanted to maintain
Whether you are a buyer or a seller, if a
a healthy base of [vendors], whereas the
transaction failed, you need to do a really good debrief on what prompted the potential seller thought that they could
capture all of that client’s business.
termination of the discussions. TransPROFILE

GEORGES PIGEON
Title: Partner, Deal Advisory, KPMG in Canada
Education: Bachelor of Commerce, Accounting
and Finance, McGill University
Experience: Joined KPMG Canada’s Transaction Services
in Montreal in 2003 after working in London, England
for KPMG London’s Transaction Services–Financial
Sector group. Led more than 100 domestic and
cross-border transactions in financial services,
including insurance brokerages and carriers,
as well as in banking, fintech and wealth
management. Advised both buyers and
sellers of insurance carriers and brokerages.
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2019 BROKER GROWTH GUIDE

Driving
growth
through
market
turns
After talking to Canadian
brokers nationwide, and
in the spirit of car racing
board games, Canadian
Underwriter presents the
obstacles and opportunities
facing brokers as they steer
their way to success
By Sarah Cunningham-Scharf
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Market concentration
(Move back 2 spaces)
Kelly Hickman, the president of South Coast Insurance and president
of the Insurance Brokers’ Association of Newfoundland, says brokers
in her province face a unique barrier to growth: they have access to
only four personal lines insurance markets.
Even worse, she adds, “one of them is exclusive to one brokerage, so
that leaves three for the remaining brokers. There’s not a lot of competition to go around. In comparison, Nova Scotia, P.E.I., or New Brunswick have seven or more markets for personal lines. That gives them
more opportunity to shop.”
Although there may be more access to personal lines insurers in
other Maritime provinces, that doesn’t help the region’s commercial
lines brokerages, which are facing a squeeze in certain specialty lines.
One niche commercial industry in particular is feeling the pain of
tightening markets in P.E.I. “Seafood processing plants,” sighs Dave
Cooke, a broker at Cooke Insurance Group and head of the P.E.I. brokers’ association. “Maybe four [insurers] cover it and the rates they’re
charging are ridiculous—but it makes sense. [The plants are] having ﬁres
left, right and centre. The insurance companies are getting hammered.”

Rising cost of technology
(Move back 1 space)
Across Canada, technology is creating various headaches for brokers who handle auto coverage for clients.
“The number of claims is going up, and there is a lot of [new] technology inside [the vehicles], so the cost of repairs is higher now,” says Éric
Manseau, executive director of Regroupement des cabinets de courtage
d’assurance du Québec (RCCAQ), an association representing Quebec
brokers. Consumers who don’t understand these cost factors wonder
why their premiums are increasing. So they are “shopping around,”
Hickman reports. “We’re seeing [insurance carriers] reducing coverages. We have a risk of one or more markets leaving the province if
changes are not made, and we would end up with capacity issues.”
Brokers feel the impact of the cost of technology in other ways, not
just in how it affects their auto clients or the broader market. Closer to
home, it’s a ﬁnancial burden for brokerages because it “isn’t cheap,”
says Joseph Carnevale, president-elect of the Insurance Brokers’ Association of Ontario. “That’s an understatement. The way everything is
structured nowadays, it’s an ongoing investment. But you need to keep
up. You can’t allow yourself to fall behind.”
The digital age is also creating work for brokers at no additional value, further affecting their margins, because each insurer’s online portal is different. Brokerages need to provide “constant training for every
portal,” says Carnevale. “Every time they make a change, we need to
learn how to use their system better than them, because we’re [using
it] more. IT is an ongoing battle [that] calls for heavy investment in
resources and dollars.”

canadianunderwriter.ca | May 2019
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Use tech to enhance
service delivery
(Move forward 3 spaces)
Although investing in IT can be a burden
on a brokerage’s operations, innovative
tech also present an opportunity to introduce new products – such as cyber, for
example.
“Increasing cyber risks will continue to present both opportunities and
challenges to the industry as a whole,
including brokers,” says Grant Wainnikka, CEO of the Insurance Brokers’
Association of Manitoba. “There’ll be
substantial growth in cyber protection
over the next decade.”
A second tech-related opportunity
has presented itself to Quebec brokerages. Manseau says the provincial government recently passed a law that will
allow brokers to sell insurance online to
compete head-to-head with direct writers as of June 2019.
Selling coverage online is not the only

way to grow through digital channels,
says Chuck Byrne, executive director
and chief operating officer of the Insurance Brokers’ Association of British
Columbia. Brokers in the province are
embracing technology to better serve
consumers, he said, using tech to provide a nuanced, proactive and top-level
response to consumer needs. “Consumers wish to be dealt with in different
ways technologically,” Byrne says.
Even in comparatively rural provinces, digitally-driven consumers
present an opportunity for brokers to
expand their books of business. “The
pie is only so big, so it can be difficult
to grow organically,” says Andrew
McNair, CEO of the Insurance Brokers’ Association of New Brunswick.
“Those who are able to adapt can reach
a broader audience through technology. As consumer habits change, brokers that change with them will do well
and can grow.”

NICHE PRODUCTS.
NO CONTRACT REQUIRED.

Lack of new
broker talent
(Move back 2 spaces)
George Hodgson, CEO of the Insurance
Brokers’ Association of Alberta, says one
major impediment to growth in his province is the limited number of new brokers. “If you can’t get people licensed, it’s
very tough to grow. The pass rate for entry level licensing has never risen above
40% in the last seven or eight years.”
Brokers across the country are concerned about the trickling ﬂow of talent
through the pipeline. Darren Lipsett,
president of the Insurance Brokers’ Association of Nova Scotia, says: “Lots of broker principals are close to retirement age,
and a lot of people don’t even know what
we do unless they’ve been exposed to it.”
Exposure to the industry is particularly challenging in P.E.I., where, according
to Cooke, “people only get into insurance
for two reasons — family, or they somehow fell upon it — so it’s difficult [to recruit].” Cooke calls for brokers to take a
more collaborative, proactive and disciplined approach to recruitment.
In B.C., says Byrne, brokers are
actively recruiting young people at
post-secondary institutions to raise the
proﬁle of the industry. “It’s remarkable
how our industry is not well understood
or even considered among many of the
other career opportunities.”

Expand
through M&A
(Move forward 7 spaces)

Explore product features and unique coverages to fit
your client’s needs with a Multi-Line Package Policy
including Fraudulently Induced Transfer and Cyber Risk.
Partner with one of Canada’s leading MGAs.
frankcowan.com

Built with integrity, leading through innovation.
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Consolidation is one way to grow quickly without hiring more people. In B.C.,
“mergers have driven a lot of brokerage
growth, with the combination of brokers
expanding their own operations through
acquisition,” said Byrne.
M&A opportunities can also be an enticing option for brokerages that don’t
have the resources to grow organically,
says Ontario’s Carnevale. “The number
of mergers [and] acquisitions is quite
staggering. There’s no doubt brokerages may be making a conscious decision
not to continue with another generation or to invest in the dollars that may
be needed to go forward. So they look
for other avenues to get ahead.”

APPOINTMENTS
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“The pie is only
so big, so it can
be difficult to
grow organically.
Those that are
able to adapt can
reach a broader
audience through
technology.”

because they lost contracts. I hear of brokers having to put their brokerage up for
sale because they can’t ﬁnd an auto market. And some are just having a difficult
time placing auto, period.”
P.E.I.’s Cooke says the reduction of
auto policy volumes is particularly
acute for small brokerages. “A little guy
with a small number of markets [can’t]
compete with big guys. They’re either
going to be acquired by somebody else
or dissolved. There’s no other way. The
consumers are eventually going to leave
anyway.”

Emphasize the
broker advantage
In some provinces, this opportunity may be ﬁnite. McNair says in New
Brunswick, “we’re seeing a few acquisitions, [but] there’s only so many brokers
in the region and the pie’s only so big. So,
there’s going to be a limit at some point.”
Cooke believes consolidation can be
especially rewarding in smaller markets.
“If I’m a small brokerage, and I want to get
access to a new insurance company, I have
to promise them so much premium. With
[M&A], premiums don’t have to be a [barrier to growth]. You’re automatically getting access to new insurance companies.”

Insurers reduce auto
capacity; cancel
your contract
(Move back 7 spaces)
To control escalating claims costs in
personal lines, insurers are reducing or
all-out cancelling policies in many jurisdictions across Canada. The most recent
example is AIG Insurance Company of
Canada announcing that it is pulling out
of personal lines business in Canada.
In Alberta, New Brunswick and Ontario, “a lot of insurance companies are
having a hard time in auto, so [they’re]
trying to restrict how much volume
they’re bringing onto their balance
sheets to protect their capital,” says Colin Simpson, CEO of the Insurance Brokers’ Association of Ontario.
In Alberta, auto policy cancellation
is “having a signiﬁcant impact on some
brokers,” Hodgson reports. “I’ve heard
of one broker that can’t ﬁll auto anymore

(Move to the Finish Line)
Despite the cost of technology, a lack of
new talent, and widespread reduction or
cancellation of auto policies, Lipsett believes a hardening market is the best time
for brokers in Nova Scotia and across
Canada to prove their value and grow.
“We’re having more in-depth conversations with clients, trying to ‘explain
the why’ and help them understand
what’s happening around them when
we’re seeing this ﬂuctuation in pricing.”
Through these conversations, brokers
can simplify a very convoluted industry.
Derek Lothian, CEO of the Insurance
Brokers’ Association of Saskatchewan,
says: “It’s a communications battle. Insurance is a complex product and doing
the proper ‘translation job’ to make sure
folks understand what they’re covered
for is really our role. That’s our value
proposition as brokers.”
Hickman says emphasizing the advantage of choice and advocacy is a winning
combination, especially “if a client has a
claim — that’s when we have our opportunity to shine. Unfortunately, most people don’t see the value until they have a
claim, but once they do, we’ve certainly
seen clients who left the broker channel
to get a better rate come back.”
Lipsett is optimistic that focusing on
broker value-adds can spur growth.
“Will it be easy? No. But it’s a [chance
to] take the focus away from the pricing
element, because price is relative. This
is a tremendous opportunity in a hard
market.”

Margaret Mede

Head of Canada Claims
AXIS Insurance
AXIS Insurance is pleased to announce
the appointment of Margaret Mede as
head of Canada claims. Ms. Mede will
be based in Toronto
In her role Ms. Mede will lead a team
that handles D&O, E&O, employment,
media, cyber, fidelity, and general liability claims brought against Canadian-based insureds. Ms. Mede joins
AXIS from Temple Insurance Company, where she worked for two years as
claims counsel, handling high-severity
liability claims, providing claims oversight for several MGA programs, and
collaborating with underwriters on
product development.
Prior to this, Ms. Mede was specialty
claims examiner at Chubb, where she
also worked with the Office of the General Counsel to provide coverage advice and other in-house legal support
to business units. Ms. Mede holds a
law degree from McGill and a Master’s
degree in International Business Law
from University College London, has
been called to the bar in Quebec and
Ontario, and is a licensed commercial
lines claim adjuster in Quebec.
Brad Randell, AXIS’ Head of Canada
Insurance, said: “We are committed
to providing the very best claims service to all our clients and our team is
well-respected across a broad range of
classes. Margaret brings extensive experience handling high-complexity liability claims and is a valuable addition
to our claims team.”
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Fighting an
uphill battle
Cyber insurance is widely
recognized throughout the
industry as perhaps the broker’s
best growth opportunity in
the future. So why aren’t
small businesses buying it?
By Jeff Buckstein
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C

yber attacks on businesses have become more prevalent
and sophisticated, but the vast majority of companies
in Canada – particularly small- and medium-sized enterprises (SMEs) – lack a key tool to protect themselves:
cyber insurance.
Cyber is often cited as a broker’s Number 1 growth opportunity. Just four years ago, the Canadian property and casualty
insurance industry as a whole wrote about $21 million in cyber liability policies (direct written premium). By the end of
2018, that number ballooned up to $90.6 million.
And yet, there is clearly more work to be done.
“I think a lot of people are saying, ‘What is cyber? I just
don’t understand it,’” says Patrick Bourk, a principal and national cyber practice leader with HUB International Canada
in Toronto, an international insurance brokerage ﬁrm. “And
then what you don’t understand is easily put on the ‘to-do’
pile, underneath a stack.”
The consequences of a cyber attack on a business can be
very severe and often result in permanent harm, particularly to
SMEs. Seventy-one percent of data breaches happen to small
businesses, the Canadian Chamber of Commerce notes in an
April 2017 report, citing statistics from StaySafeOnline.org.
“It appears that most small businesses in Canada don’t expect to be attacked online and that’s why they are not convinced
that cyber insurance is a priority,” says Plamen Petkov, vice
president for Ontario and business resources with the Canadian Federation of Independent Business (CFIB) in Toronto.
“Or, if they do expect an attack, they anticipate it is likely
to be some sort of virus or malware for which anti-virus protection will be enough to remain safe,” adds Petkov, whose
organization represents 110,000 SMEs in all sectors of the
Canadian economy.
But anti-virus protection is not nearly enough, say experts,
who stress that only cyber insurance offers the comprehensive protection required in a dangerous world where attacks
from unknown actors and locations in cyberspace can occur
at any time.
Larger businesses are more likely to purchase cyber insurance, albeit with a low participation rate. An inaugural Statistics Canada survey, Cyber Security and Cybercrime in Canada, 2017, revealed that almost 24% of large businesses in the
country have cyber liability insurance to protect against cyber
security risks and threats. That already-low number drops
precipitously to just 14% of medium-sized businesses and further still to 7% of small businesses.
Cyber Education
“I think there’s an obligation on the part of the insurance industry to do a more comprehensive job of educating the business public, and helping them to understand not just the
beneﬁts of having a cyber security policy, but also what the
components of the policy are,” says Scott Smith, senior director of intellectual property and innovation policy with the Ca-

“I think a lot of people
are saying, ‘What is cyber?
I just don’t understand it.’
And then what you don’t
understand is easily
put on the ‘to-do’ pile,
underneath a stack.”
nadian Chamber of Commerce in Ottawa. “Most of the smallto medium-sized enterprises really haven’t thought their way
through what an attack event actually looks like.”
“We have to evaluate why [cyber insurance] is not resonating with certain customers,” acknowledges Philomena
Comerford, president and CEO of Baird MacGregor Insurance Brokers LP in Toronto.
Part of the reason is they can’t see it. They have trouble imagining how their world can get turned upside down by a cyber
event. They also fail to recognize some of the risks associated
with outsourcing services to cloud service providers. And a lot
of businesses think they are bullet-proof, Comerford says.
To overcome this resistance, prospective clients ﬁrst need to
understand that the opposite is true, insurance professionals
say. No businesses are immune.
For example, “nearly half of all small businesses have been
the victim of a cyber attack,” the Canadian Chamber of Commerce reports, again citing data from StaySafeOnline.org.
These attacks can be stealthy, leaving no one the wiser for
a long time. “Often, particularly in the case of small- to medium-sized enterprises, if they’ve been attacked, they just don’t
know it,” says Smith. “Threats can exist on a network for the
better part of a year before anyone notices.”
Comerford stresses the need for businesses to understand
that it isn’t just a matter of worrying about their computer
getting hacked. Perpetrators will also get access to business
records and data, and even ﬁnancial portals, which could put
them at risk. Many businesses forget just how dependent they
are on technology, she says.
The senior management at even a traditional, bricks-andmortar business such as a car dealership or a tow-truck operation needs to realize that anything they do online can put
private information at risk.
That is an issue of major concern across the country for
businesses of all sizes and in all sectors.
Julie Chapdelaine is director of risk management responsible for the insurance program, including cyber risk assessment, for Minto Group, a large real estate development com-
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the risk. For example, we include our
IT group and privacy officer along with
the support of our brokers to develop the
policy coverage to ﬁt our risk proﬁle.”

“Evil-doers can get people to phish.
[Victims] will click on things and
the next thing you know, you have a
ransomware attack – and that attack
could be a demand for $20,000 [or]
$30,000. Who are you going to call to
help you? And how are you going
to pay for that?”
pany based in Ottawa. She says her main
concern about cyber risk is the potential
for loss of privacy due to the perpetrator
holding customer data.
Even in a large ﬁrm like Minto, where
company professionals have sophisticated knowledge of risk management,
purchasing cyber insurance – which

32

May 2019 | Canadian Underwriter

Insidious attacks
Ransomware is a major attack format facing all businesses today. A perpetrator will
attack a victim, steal their data, and demand
ransom money.
“These evil-doers are spreading a vast
net, and trying to catch whoever they
can,” says Bourk. “They’re really indiscriminate. They’ll have algorithms to
identify the industry and who they’re
attacking, and that will help to identify
remains a relatively new and untested what they believe is the magic number
insurance product in terms of claim his- for the business to pay the ransom.”
tory – is challenging, she says.
Evil-doers can get people to phish,
“It’s very difficult to pinpoint. It’s not Bourk elaborates. “[Victims] will click
like an asset, for which you can easily as- on things and the next thing you know,
sess the value to develop the policy limits you have a ransomware attack – and that
and deductibles. Cyber risk is not as tan- attack could be a demand for $20,000
gible, and thus more complex to assess [or] $30,000. Who are you going to call

SELLING CYBER l FEATURE
to help you? And how are you going to
pay for that?”
Bourk says prospective clients need to
understand that a cyber insurance policy would pay for the ransomware attack.
Firms are also potentially liable after
they’ve been hacked. Recent changes to
Canada’s Personal Information Protection
and Electronic Documents Act (PIPEDA) require that companies disclose when there
has been an electronic break-in.
If a business suffers a breach of personally identiﬁable information, that
could cost them $200 or $250 per breach
per customer for breach notiﬁcation and
credit monitoring costs. Then regulatory
penalties would be imposed in addition
to that, says Comerford.
Most cyber specialist insurers in Canada provide coverage for penalties, she
notes, adding that prospective clients
also need to know that cyber insurers
can provide much-needed assistance in
the wake of a breach in complying with
this new law.
But even for SMEs who are aware of
the dangers they face, and convinced of
the merits of cyber insurance, another
practical problem is its perceived cost.
“As a small business owner, chances
are you have many other insurance products that you pay premiums for, so adding another one obviously has to be justiﬁed from a cost perspective,” says Petkov.
Insurance ﬁrms insist that another selling point to emphasize is that cyber insurance is within the ﬁnancial reach of SMEs.
A policy for $1 million in cyber insurance protection is affordable, says Comerford, who says the cost to clients will ultimately depend on factors such as the risk
proﬁle of the business, and how many
personally identiﬁable records they have.
Bourk agrees cyber insurance is “quite
reasonable” in cost. “It is deﬁnitely deﬁned by risk class, but it’s certainly not
something that’s going to break the budget,” he elaborates, noting that many
small businesses are likely going to pay
$3,500 or less annually.
Bourk believes more prospective
business customers are starting to look
favourably on the beneﬁts of cyber insurance. This is particularly true as businesses learn more about their cyber risks

and potential liabilities if they are hacked,
and how the beneﬁts of a cyber insurance
package can provide peace of mind.
A cyber policy will provide access to
the best possible experts to deal with a
cyber attack crisis, including lawyers,
forensic IT specialists, and public relations specialists.
Chapdelaine expresses concern that
cyber coverage is relatively new and

therefore coverage is untested. For example, it is not known how a cyber insurance policy would respond to the
need for additional internal resources
such as staff salaries. Another unknown
is how the cyber policy would respond
with other types of insurance programs,
like general liability and property insurance, that would also offer some sort of
limited cyber related protection.
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LLOYD’S IN CANADA

Lloyd’s of London, Canada’s
fourth-largest insurance provider,
has sounded a discordant note
lately, with shaky financial
results emanating from Europe.
How should Canadian brokers
interpret the tune they are
hearing from across the pond?
By Jason Contant, Online Editor

T

he joke among brokers used to
be that Lloyd’s would insure anything.
Certainly, that narrative has
changed over the past few years.
By the end of last year, eight Lloyd’s syndicates had shut down and others scaled
back business, including one owned by
Toronto-based Fairfax Financial Holdings. This followed large catastrophic
losses in 2017 and 2018, coupled with
challenging market conditions.
34

Suddenly, Canadian brokers started to muse quietly among themselves
about who would cover their specialist,
complex and unusual risks if Lloyd’s
reduced its risk appetite in Canada.
Lloyd’s says there is no reason for
brokers to worry. Despite an ongoing
“remediation” and “rebalancing” effort
currently underway at Lloyd’s overseas,
the Canadian market is actually the jewel in the crown right now.
“Canada remains a key market for

Lloyd’s and we continue to see positive
growth from the region,” Sean Murphy,
president of Lloyd’s Canada, tells Canadian Underwriter. “Our capacity for the
local market remains strong. Last year,
the Lloyd’s market in Canada posted a
favourable result for year-end 2018, exceeding its estimated growth target.”
Lloyd’s is listed as Canada’s fourthlargest insurance provider. It is not an
insurance company, but rather a market in which members join together to
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form syndicates to insure risks. (For a
description of how Lloyd’s works, see
sidebar on Page 36.)
In Canada, Lloyd’s wrote nearly
$3.5 billion in direct written premiums
(DWP) in 2018, a 15% year-over-year
increase, according to summarized
year-end Canadian P&C results from
MSA Research released in late March.
Its combined ratio was 84.4% in 2018,
and its DWP has increased every year
since 2016 (about $2.8 billion in 2016

and $3 billion in 2017). Meanwhile, its
combined ratio decreased over the same
period (from 117% in 2016 to 87.2% in
2017). The loss ratio was in the mid-ﬁfties in 2017 and 2018.
The lion’s share of growth is coming
from Ontario and British Columbia,
Murphy reports.
That’s not to say that everything is
coming up roses for Lloyd’s in Canada.
Brit Plc, owned 90% by Fairfax, withdrew from four lines in 2018 – interna-

tional professional indemnity, yacht,
contractors’ plant and equipment, and
aviation.
That being said, Lloyd’s in Canada
was successful in realizing growth in
segments outside of its largest classes of
business – including gains in the areas
of cyber risk, the sharing economy and
the warranty business. This demonstrates a “key strength of the Lloyd’s
market in our ability to consider opportunities through a different and often
canadianunderwriter.ca | May 2019
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How the Lloyd’s market works
The Lloyd’s market is made up of syndicates, which are identified by number.. Syndicates are made up of underwriters who group together to write particular insurance risks at
Lloyd’s. Managing agents at Lloyd’s are companies established to manage one or more syndicates. A managing agent can enter into an agreement with a Lloyd’s coverholder. A coverholder is a company or partnership authorized to enter into a contract of insurance on behalf of
a Lloyd’s syndicate, in accordance with the terms of a binding authority. The coverholder acts
as an agent of Lloyd’s underwriters (in the syndicate), rather than an agent of the policyholder.
Lloyd’s brokers, on the other hand, act as agents of the policyholder.

new perspective,” Murphy says.
In fact, Canada’s entire P&C industry
may owe some measure of gratitude to
Lloyd’s for the overall proﬁtability of the
Canadian P&C market in 2018. Looking
at Canada as a whole, the P&C industry’s combined ratio deteriorated two
points from 96.4% in 2017 to 98.5% in
2018, MSA notes in its year-end results.
The declining ﬁnancial fortunes for the
industry as a whole reﬂect the fact that
both the personal and multi-line segments, as well as the commercial writer
benchmark – excluding Lloyd’s – experienced underwriting losses. But then in
comes Lloyd’s to save the day.
“The reinsurance sector and Lloyd’s
pulled the industry underwriting results
into the black,” Joel Baker, CEO of MSA
Research, comments. “While the Canadi-

an market remains challenging, Lloyd’s
managed to outperform MSA’s commercial writers’ benchmark in 2018. Lloyd’s
Canadian mix of business, the absence of
a mammoth cat, along with prior-year reserve development helped.”
Concern about Lloyd’s recent ﬁnancial
statements emanating from Europe is a
delicate subject in Canada because of the
importance of Lloyd’s within the domestic market. Several Lloyd’s coverholders,
managing general agents and others declined to be interviewed for this article,
underscoring the sensitivity of the topic. Given Lloyd’s large market share in
Canada, the consensus is, “Don’t bite the
hand that feeds you.”
Globally, there is a different story
to tell.
For the Corporation of Lloyd’s, which

oversees the market, things were
o
going well between 2014 and 2016,
g
when it made a proﬁt. But things
wh
started to change in June 2017.
starte
At one level, things were okay: Lloyd’s
combined ratio was 96.9% as of mid2017, and the market returned to a proﬁt
of £600 million (about Cdn$1 billion)
for the ﬁrst half of 2018. That six-month
reporting period also saw a modest improvement in the underwriting result.
“This partly reﬂects Lloyd’s ongoing
work that commenced in 2017 to review
the worst-performing portfolios, and
the subsequent action by the market to
reduce loss-making lines,” Lloyd’s said
last September.
At the same time, some of the numbers sounded downright ugly. Lloyd’s
reported an aggregated market loss of
£2 billion (about Cdn$3.5 billion) in
2017, which halved to £1 billion (Cdn$1.7
billion) last year. The combined ratio in
2017 was a miserable 114%.
Lloyd’s stemmed the bleeding somewhat in 2018, improving the COR by
nearly 10 points. But returning to profitability remains a top priority. “The
market’s aggregated 2018 results report
a combined ratio of 104.5%, and a [£1
billion] loss,” Lloyd’s CEO John Neal
said on Mar. 27, when Lloyd’s released
its 2018 annual report. “This performance is not of the standard that we
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“If you can show
that the book
had underlying
proﬁtability...
then you will
always ﬁnd
someone at
Lloyd’s who
will sit down
and listen to
what you’ve
got to say.”
would expect of a market that has both
the heritage and quality of Lloyd’s.”
Looking forward, Neal said “stronger
performance management measures”
were expected to deliver performance
improvement across the market beginning in 2019. A rigorous business
planning process for 2019 shed nearly
£3 billion (Cdn$5.2 billion) of poorly
performing business from the market;
remediation plans were implemented
across all review classes of business.
Last year, as part of its 2019 business
planning process, Lloyd’s asked its syndicates to review the worst-performing 10% of their portfolios, along with
loss-making lines, and submit their remediation plans for approval.
“Generally speaking, Lloyd’s has gone
through a process…of properly testing
each syndicate’s business plans to make
sure that in the event of a catastrophe,
the business plan is robust enough to
withstand whatever the losses are,” explains Gary Hirst, president and CEO
of CHES Special Risk, a Lloyd’s coverholder. “That has meant there are several syndicates that have been losing
money consistently over the last four or
ﬁve years, and Lloyd’s has been focusing
particularly on them to either turn the
business around and come up with a
plan for Lloyd’s or shut down.
“We’ve seen a number of syndicates

close down. A couple of them have been
owned by the same parents, so the parents tried to roll in that book of business
into the syndicates that are proﬁtable.
Some market has disappeared.” One
syndicate was also going through a management buyout earlier this year.
In total, there were 70 different announcements of exit or signiﬁcant reductions in various lines in 2018, Axis
Capital Holdings’ CEO Albert Benchimol said Jan. 31 during a conference call
discussing Axis’ 2018 ﬁnancial results.
Some clients insured by the London
market reportedly saw premiums increase four-fold.
Lloyd’s had 99 syndicates as of Dec. 31,
2018. Four new syndicates started trading in 2018 and in late March, a new syndicate opened for business as well.
Looking to place a difficult risk with
Lloyd’s? Your success will ultimately
come down to the proﬁtability of your
book. “If you can show that the book had
underlying proﬁtability, and perhaps
you’re not able to get higher prices and
premiums, then you’ll always ﬁnd someone in Lloyd’s who will sit down and listen to what you’ve got to say,” Hirst says.
“I think a number of syndicates are doing that right at this moment.”
Property risks, meaning primarily
excess and surplus lines for Lloyd’s, remain a challenge. If Lloyd’s pulls out of
a certain line, where can Canadian brokers and MGAs go to insure those hardto-place risks?
“It all depends on the amount of capacity the MGA had in the ﬁrst place,”
Hirst says. “If the MGA just had one
contract for property and that was
with Lloyd’s, then they’re up a creek
without a paddle. Whereas if you had
multiple contracts, [then] it’s not a business-threatening circumstance and
you can invariably use the market that
you’ve got elsewhere to pull up that extra capacity.” Most MGAs likely have
more than one contract, he adds.
Over the last six months, Lloyd’s has
asked hundreds of stakeholders to tell
them how Lloyd’s should evolve. This
month, it is due to publish a prospectus outlining the vision of what Lloyd’s
might look like, Murphy says.
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Where are the
bottlenecks?
Last month, we reported the
industry was taking an average
of between 19 and 25 days
to get a cheque into the hands
of consumers who had totalled
their vehicles. How can we cut
those times down to 10-15 days?
Let’s look at some of the places
where we can trim some
fat from the process
By David Gambrill, Editor-in-Chief
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S

mashing a car is a disorienting experience
for most consumers.
Once your car is totaled, it’s hard to know
what to do next. The process seems to vary
across insurers, tow truck companies, and municipalities. It can take time to ﬁgure everything out,
whether you are a consumer or an insurer.
But time is money. Each day it takes to ﬁgure out
what to do with a totalled car costs certain insurers
up to $900,000 in car rental and storage yard fees.
The current process is too long, P&C industry professionals acknowledge. It drives up claims costs
and hence drivers’ premiums. Insurers want to
reduce cycle times and pass the associated savings
along to consumers.
So where is the “fat” in the system?

Towing and Storage
In provinces where private insurers cover auto
losses, particularly in Ontario, a major challenge
for insurers is to gain control over where a vehicle
gets towed after a total loss.
“Securing the vehicle is ﬁrst and foremost,” says
Ewen Cameron, assistant vice president of claims
at RSA Canada. “As an industry, if you have designated certain drop points in the Greater Toronto
Area and said every tow truck had to drop off that
vehicle here, then you eliminate any contention
around storage fees. You eliminate any contention
around access to the vehicle. So you know where
your vehicle is, and you can go there that day.”
Aviva Canada wants the province to allow auto
insurance discounts for consumers who agree to
send their wrecks to the auto insurers’ preferred
collision centres. This is not permitted under cur-

rent legislation. Such a solution would allow the
industry to better manage the time it takes to process the auto wrecks, Aviva says, and it would also
eliminate costly instances of fraud at unscrupulous body shops.
It may seem strange to talk about how long it
takes to ﬁnd a towed car. But the fact is, the tow
truck industry in Ontario is not tightly regulated.
In fact, up until 2017, the province’s Repairs Storage
and Liens Act allowed tow truck storage yards up
to 60 days to report a vehicle on its property. That
time has since been sliced down to 15 days.
Before then, Ontario auto insurers cited numerous incidents in which “Good Samaritan” tow
truck drivers magically arrived at the scene of an
accident; they would hook up the vehicle and take
it to a storage yard of their choosing. Some of those
yards had restricted business hours, or made it difﬁcult for vehicle owners to arrange to pick up their
belongings. Meanwhile, the meter was running:
insurers were watching their vehicle storage fees
and car rental costs increase daily.
Another recent change to the Repairs Storage and
Liens Act attempted to close yet another loophole
that storage yards could exploit — producing an
invoice to the insurer for services rendered.
Lorna Richards, program manager of auto physical damage at Gore Mutual Insurance Company,
explains the signiﬁcance of this change: “We as insurers would say, ‘Okay, we want to pick up this
vehicle. How much are the charges owing, so we
can send out a cheque with this person to come
pick it up?’ And they would say, ‘Well, I don’t know
that information right now. You’d have to talk to
Bob, and Bob’s not here.’ And that was a game that

TOTAL
LOSS
SERIES
CONTINUED

PART 1
APRIL

|

CYCLE TIMES

PART 3
JUNE

|

SOLUTIONS

canadianunderwriter.ca | May 2019

39

FEATURE | BOTTLENECKS

Just like a
driver’s licence,
towing fees
and operations
should be
regulated at a
provincial level,
the province’s
insurers say.
w was being played. So, it would be like,
‘Okay, when will Bob be in?’ And then
callbacks.” Such runarounds add days
onto the process.
As noted, the Repairs Storage and Liens
Act has since been changed. Now, storage yards have to produce an invoice
outlining their charges. But “we’re still
ﬁnding that difficulty [around negotiating],” Richards says. “We need to get
that letter of proof saying we told them
[to submit] an invoice. But they don’t
have faxes, or they are not disclosing so
we can get that information to them in a
timely manner.”
In Ontario, the precise location of the
storage yard has cost implications for
insurers.
“Right now, municipalities have varying regulations and bylaws around how
much a tow can cost, how the process
works in terms of hooking the vehicle
up, and where the vehicle goes,” says Elliott Silverstein, manager of government
relations at CAA South Central Ontario.
“Because there is no speciﬁc set of provincial regulations, the consumer really
is at the mercy of what the municipalities have set out in their regulations.
For municipalities that don’t have regulations, it is effectively the Wild West,
where no rules apply, because there is
no provincial model or minimum standard to work from.”
Just like a driver’s licence, towing
fees and operations should be regulat40
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ed at a provincial level, the province’s
insurers say.
For public insurers outside of Ontario, the whole idea of an insurer not being
able to access the vehicle immediately
for appraisal is an odd concept. “The
towing situation [in Ontario] is just foreign to us,” said Kelly Merchant, senior
regional service manager in the ﬁeld at
Audatex, a Solera company.
“Crown insurers for the most part tow
the vehicle to one of their big claims centres. Using Sasakatchewan as an example, essentially, if a car is damaged, the
tow truck picks it up from the accident
site and takes it directly to the [public
insurer’s] claims centre, one of their big
estimating facilities. And at that point,
staff appraisers will [make] the estimate
and determine if in fact the vehicle is a
total loss or not.”

Adjuster resources
The estimation process, which generally
takes between two and three days, raises another bottleneck issue for insurers.
Quite simply, there are not enough appraisers or claims adjusters to go around.
“One big bottleneck is due to high-volume weather [catastrophe] events,”
says Richards. “There are not enough
resources to get out there to inspect the
vehicles.”
An aging industry demographic
doesn’t help. In its 2018 study, Demographics of the P&C Insurance Industry
in Canada, the Insurance Institute of
Canada reported that more than one in
four P&C industry workers will retire by
2027. When asked to identify the Top 3
industry occupations requiring “urgent”
attention, survey respondents overwhelmingly chose the titles of Claims
Adjuster/Examiner, Casualty Adjuster,
and Accident Beneﬁts Adjuster.
Negotiating a price for the depreciated value of the vehicle can also add
time to the process. “You can sometimes run into delays when you have
done an evaluation on the vehicle and
customers don’t agree with the value,”
Richards observes. “There can be lots
of different reasons, including personal attachment. Cars are personal items.
They will always have more value to the

owner than to anyone else.”
In one famous example, a Ferrari
owner in B.C. sued the Insurance Corporation of B.C. for bad faith after the
public insurer paid almost $800,000 to
repair the vehicle – about $100K more
than the appraised value of the car. In
that case, still before the courts, the car
owner alleges that delays in the appraisal process, including an arbitration proceeding, reduced the auction value of his
vehicle. The public insurer denies this.
Even when the insurer puts a cheque
in the hands of the insured and takes
ownership of the vehicle, the total loss
process does not end there. For an insurer, which now owns a hunk of junk,
auctioning off the car for spare parts can
take another two to three weeks.
A lot of paperwork is required for the
auctioning process. The Government of
Ontario, for example, requires a “branding” form that asks the insurer to spell
out whether the damage is totally irreparable, partly repairable or repairable.
In Quebec, Cameron reports an extreme
case in which he is still waiting for a proof
of ownership for a recovered stolen vehicle that has been sitting for 500 days.
For an insurer, getting a totalled vehicle to auction quickly is important:
recovery can be up to 30% of the value for the car – or an average of $2,000
recovered for the insurer. “There is a
signiﬁcant amount of money in that, to
be honest,” says Cameron. “In our salvage, there is probably $30 million per
year in recoveries. Think about how
much premium you have to write to
make $30 million.”
All told, when you include the auction
process in the mix, the entire process for
processing a total loss can take up to 115
days, observes Cameron.
How long should the whole process
take? Richards said the average time to
get a cheque in the hands of a consumer
was 19 days in 2018, up from 17 the year
before. Cameron says RSA is aiming at a
“best in class” timeline of 10 days.
How to shave seven to 10 days off the
process?
Canadian Underwriter will probe
some solutions coming up in the June
issue.
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MARKETING

Building your brand
You can help your business grow by better managing
the business of marketing. Here’s how…
B Y B R E N T C L O S S , D i r e c t o r, B 2 B m a r k e t i n g , I n s u r a n c e , C A A C l u b G r o u p

B

rokers across Canada are facing
increased competition while adapting to changing consumer habits.
Many have increased their investment
in marketing to differentiate themselves
and to better connect with key audiences. These investments seem to focus
largely on new technology and digital
marketing efforts.
But what about a broader point of
view, one that focuses on the importance
of the business of marketing itself?
The business of marketing
Marketing professionals should know
how to create effective marketing tactics, whether that means using Facebook ads, branded content articles, etc.
However, as a business owner, it’s
also important to understand subjects
like how to:
• hire the right marketing support
or agency
• negotiate with agencies and vendors

• assess the impact of legal marketing risks and responsibilities on the
brokerage
The business of marketing appears
to be a professional development gap
within the industry. Brokers are looking
for more information about these topics.
They should expect insights and
learnings from insurance companies
about what works best for direct channels and how these marketing experience may be translated to meet broker
needs. In this spirit, we offer the following Top 3 tips on the business of marketing that can beneﬁt brokers.
Put people and value before price
It might be tempting to opt for the
cheapest agency quote or the lowest salary option when hiring marketing support. But long-term, if you want the best
return on your investment, it is usually
more economical to invest in good people with valuable expertise.

Marketing will continue to evolve.
Small and medium-sized business owners will therefore need marketing advisors who are experienced enough to ask
the hard questions, agile enough to stay
current, and able to deliver an integrated
plan. It’s hard to ﬁnd that at a discount.
Build from a brand
Marketing dollars are limited and it
may be difficult to decide where to focus
your efforts. Many business owners go
straight for marketing tactics that promise to deliver in the short-term. After all,
this helps to justify the investment.
But what is it about your business
that you want to communicate to consumers? Why should they choose to buy
insurance from your brokerage?
Building from a brand means budgeting some marketing dollars to go through
the process of deﬁning how the brokerage should be known. In addition, the
brokerage should earmark funds for de-
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veloping the appropriate visual elements
to bring that vision to life. This strong
foundation will set the tone, message and
the look and feel of everything that follows. It ensures all marketing initiatives
are moving in the same direction.
Ask the right questions
The marketing world is ﬁlled with concepts such as scope considerations, usage rights, and legal limitations. When
negotiating with new agency partners
or vendors, ask the right questions up
front to make sure there are no surprises down the line. It also shows potential
partners that you are serious and understand what you are getting into.
For example, if negotiating with a potential agency partner, ask questions like:
• Who will be my main point of contact?
• Who will be working actively on my
account?
Asking these questions will help you

determine the level of service you might
expect from the agency. It’s also important to ask about an agency’s process from
assignment to execution, cost structure,
what happens with scope increases, and
about their business values.
Prioritizing the business of marketing
will go a long way towards building sustainable marketing programs that drive
results, justify investments and help
brokers to navigate a changing competitive landscape for years to come.

surance for CAA Club Group, which offers services,
ranging from roadside assistance to home, auto
and travel insurance. In September 2019, CAA Insurance is hosting an exclusive, integrated education program designed to prepare CAA brokers for
consumer needs. Marketing industry experts will
present a blended curriculum of marketing, brand
and digital insights designed for brokers with the
business of marketing in mind.

WILDFIRE REPORT

Canadian Forest Fires 2008-17
Forest ﬁres in Canada have decreased in frequency over the past decade, but
the number of hectares destroyed has surpassed the 10-year average
four out of the past ﬁve years leading up to 2017.**
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not yet available as of press deadline.
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— Cyber Advocate

Brent Closs is the Director of B2B marketing, In-

BY THE NUMBERS

6,226 6,036

A small business client of
mine doesn’t believe they’re
at risk for a cyber attack.
How do I convince them
cyber insurance is a good
idea for all businesses?

Dear Cyber,
With so much media attention on
large, enterprise-wide cyber breaches
these days — take the Marriott incident
last year, for example, in which as many
as 327-million hotel guests had their
personal information exposed in a
breach dating back to 2014 — it can be
hard to convince small business clients
that they are at risk, too. One way to
overcome objections to cyber coverage
is by showing your client examples
of cyber attacks against businesses
comparable to theirs. Citing credible,
third-party reports with solid stats can
cement the message and make it clear
you’re not just trying to upsell them. The
Ponemon Institute research report, The
2018 State of SMB Cybersecurity, may be
of use. It noted that 67% of small- and
medium-sized businesses were victims
of a cyberattack last year — up from
61% from the previous year. Almost 60%
suffered a data breach. Be sure to relate
the numbers back to your client’s unique
business needs. Have a crystal-clear understanding of the technology they’re using and where their vulnerabilities might
be. That way, you can point out specific
coverages that would protect those
weak spots. And, of course, you can
show them what could happen to their
business if they did suffer a cyber attack.
What would it cost to replace their
systems? How much revenue would they
lose from downtime? The cost of a cyber
policy doesn’t look so huge compared to
a ransomware hacker demanding a small
fortune to release encrypted data. Your
clients trust you to help mitigate their
risk, so show them their unique risks
and what might happen to their business
if those vulnerabilities were exploited.
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SALES AUTOMATION

Organic growth through tech
How Bradley’s Insurance expanded in personal lines by
introducing fully integrated sales automation
B Y J E F F P U R D Y , Senior Vice President, International Operations, Applied Systems
B Y C H A N T A L P E L L E T I E R , CEO, Partner, Bradley’s Insurance

I

t is critical to develop a growth strategy
for your brokerage. You must manage
and measure your execution against
that strategy, never taking your eye off the
ball. For brokers, to borrow from an expression, “growth begets growth.”
In research focused exclusively on independent insurance brokerages, Reagan Consulting has shown how growth
drives business value. Each 1% increase
in organic growth drives a 5% increase in
a brokerage’s value, the consulting ﬁrm
found. So, a brokerage worth $10 million
growing at 3% would be worth $11 million
if its growth rate were 5%. This translates
into a 10% increase in value from only a
2% increase in sales velocity.
What is one obvious way for brokers
to grow their businesses? More sales.
Here’s the story of how one Ottawa
brokerage made it happen.

system to manage their sales operations.
But when they began to execute their
personal lines growth strategy, they had
a decision to make: How would they
track their personal lines sales?
Complications may arise when a brokerage uses separate systems for sales
and servicing in just one line of business; adding personal lines to the mix
would only introduce additional complexity. One option would be to adopt
another sales management solution
for personal lines only. However, that
would only create more manual processes — including re-keying data into
multiple systems, with a limited ability to report on their entire business or
have a single view of their customer.
Single view of the customer
For Bradley’s to execute their growth
Before re-entering into the personal lines
space, Bradley’s used a third-party cus- strategy and measure their results, they
tomer relationship management (CRM) required a solution allowing them to manCase Study: Bradley’s Insurance
After being a predominantly commercial lines brokerage for several years,
Bradley’s Insurance developed a strategy to grow into personal lines. They
looked to their own broker management
system (BMS) for a solution to better
manage and visualize their sales pipeline, so they could drive sales and business growth. Leveraging fully integrated
sales automation, Bradley’s was able to
manage sales opportunities, pipeline,
forecasting and activities.
Sales automation enabled Bradley’s to
consolidate systems, integrate technology and motivate sales.
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To ensure
quick service
and manage the
entire consumer
journey, Bradley’s
uses integrated
technology that
helps a broker
through the entire
process – from the
ﬁrst interaction
with a prospect
through servicing
a claim.
age sales and services activities efficiently
for both their commercial and personal
lines business. By managing both lines
of business in one platform, staff gain a
single view of the customer across both
lines of business, enabling cross-selling,
upselling and more effective reporting.
With sales automation directly integrated into their management system,
the producers at Bradley’s can track and
report on leads and sales directly within
their daily workﬂows, regardless of line
of business, providing real-time data
and visualizations.
Integrated technology
Servicing customers quickly is key to
closing a sale. To ensure quick service
and manage the entire consumer journey, Bradley’s uses integrated technology that helps a broker through the entire
process – from the ﬁrst interaction with
a prospect through servicing a claim.
When customers or prospects use an
online self-service quoting tool that is
integrated into Bradley’s website, producers are automatically alerted so they
can begin executing their sales process.
The prospect is automatically added to
the sales pipeline process, providing
producers with various capabilities and
insights that make it easier for brokers to
follow up on sales efforts.
48
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For example, producers can input the
prospect into future marketing campaigns, create a follow-up schedule and,
once the prospect has become a customer, set reminders for when the policy expiration date is near.
Motivating sales
One of the most important reasons Bradley’s began using sales automation was
to create more accountability for sales.
Setting aggressive personal lines targets,
management wanted to provide tools to
motivate sales to reach their goals. Dashboard graphics give brokers a granular
visibility into their sales pipeline, allowing them to track their progress and
meet their targets.
Leveraging these dashboards, producers can track their new business opportunities, sorting by current sales process
stage and probability of close. Additionally, they can forecast new business opportunities by inputting estimated premium
at the beginning of the sales process.
To ensure that producers stay motivated to reach their goals, management
has their own speciﬁc dashboards. Sales
managers can keep track of larger opportunities with a sales funnel dashboard;
this literally shows a funnel that depicts
largest-to-smallest opportunities based
on revenue. Executives also have their
own dashboards with the highest revenue-generating opportunities and 30day forecasts.
Since implementing sales automation,
Bradley’s has seen signiﬁcant growth
in their personal lines business. Sales
automation enables staff and management to track progress more efficiently
and ensure timely service to customers.
For the industry to remain competitive,
streamlining processes and gaining visibility into growth is critical in achieving higher goals.
Jeff Purdy is senior vice president of international
operations at Applied Systems, a global provider of
cloud-based software that facilitates insurance automation and data exchange between brokerages,
insurers and their clients.
Chantal Pelletier is CEO and partner at Bradley’s
Insurance, a full-service insurance brokerage based
in Ottawa, Ont.

Transferring
your business
to the kids
Background
Currently, if you sell your business to an unrelated party, the money you make is treated as a
capital gain. But if you sell it to your child, the
money you make is treated as a dividend for
income tax purposes. Generally, Canadians are
charged more for income tax for dividends than
from the same amount earned for capital gains.

The Question
The feds have promised to take a second look at
how proceeds from selling a business are taxed.
How does this affect brokers, if at all?

Peter Braid
Chief Executive Officer, Insurance Brokers
Association of Canada
I was pleased to see the government’s
commitment in the budget to find ways to
better accommodate the inter-generational
transfer of businesses. This is an issue
affecting many brokerages in Canada that
are still family-owned. It’s important that
any intergenerational transfer of a business
not be punitive from a capital gain or a
dividend perspective.

Corinne Pohlmann
Senior Vice President, National Affairs,
Canadian Federation of Independent
Business
Right now, if you sell your business to a family member, the money you receive is taxed
as if it is a dividend. If you are selling it to
your child, the government treats it as a dividend because they don’t think that’s an armslength relationship. As a result, they don’t let
you treat it as a capital gain. It is something
we have been lobbying to change for years. It
used to be treated the same whether it was
a family member or an arms-length buyer.
However, decades ago, it was changed for
family members because the government felt
there was some sort of abuse in the system.
It creates almost a disincentive to sell your
business to your children. You want to have
the revenue coming out of your business that
you can use for retirement purposes, which is
mostly the reason people exit their businesses these days.
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peer to peer
MY BEST ADVICE

THE GIFTS
THAT KEEP
ON GIVING
In March, Gore Mutual took home the
Cambridge Chamber of Commerce’s
‘Chairs Award,’ recognizing companies
that show “exceptional effort in going
above and beyond in the areas of business and community development.” We
asked Igor Bubic, Gore Mutual’s director
of marketing and communications, for
his thoughts on how brokers can
grow their business by deepening
their engagement within their
local communities.
– As told to David Gambrill

As an industry we’ve done things the
same way for decades. Now societal and
technological forces are making us think
differently about the value we bring to
our customers and society. One way brokers can stand out is to build meaningful
relationships that beneﬁt both the business and the community.
When it comes to societal good, like
most industries, we tend to give small
donations to local causes that reﬂect the
values or beliefs of company executives
or employees. It’s a traditional model of
community engagement, but does it deliver impact to the cause or bring about
a recognizable return on investment, socially or otherwise?
While it’s not for everyone, there are
more radical ways for brokers to think
about community engagement that in-
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trinsically links philanthropy to their
business growth strategy, brand and
reason for existing. By leveraging existing customer relationships, brokers
are perfectly positioned to create social
good, strengthen their own long-term
economic goals and grow their business.
Here’s a good example: last year, Toms
Shoes wanted to take a stand against gun
violence in the U.S. and asked their customers to send a postcard urging their
Members of Congress to take action. Toms
made this easy to do through technology
on their website, bringing attention both
to the cause and their business. The campaign is now approaching 1 million people
who have sent postcards to Congress.
Whether the campaign delivers a
meaningful impact on gun control is yet
to be seen. What’s certain is that Toms

is synonymous with community giving and social engagement. This unique
value proposition has been good for
business. Since 2006, the company has
donated shoes to more than 86 million
people through their buy-one, give-one
ethos, so there have been a lot of shoes
sold. The betterment of human life is the
reason Toms exists and it’s embedded
into their business. This has resonated
in the communities where they do business and has resulted in a very large and
very loyal customer base who appreciate
their stand on a number of social issues.
I’m not suggesting that it’s easy to be
next Toms, but as an industry we can
learn from their integration of business
and giving to create meaningful and
proﬁtable engagement with our communities.

WE ARE
TRADE CREDIT
INSURANCE
SPECIALISTS
Excellence, Expertise, Experience …
Every Time

theguarantee.com

Counterparty risk is a key consideration when it comes to
extending credit, whether at home or abroad. Our Trade
Credit products have been thoughtfully designed to
mitigate the risks of non-payment and to provide specialty
coverage wherever our clients are positioned in the
supply chain.

Keeping Commercial
Claims Right on Track

The needs and expectations of your commercial
customers are changing. That’s why we’ve developed a
bold approach to claims that puts your customers at the
centre of everything we do. We call it ClaimCare and it
comes with a number of proof points including service
delivery promises, guarantees and more.
Here’s proof point #3. Commercial claims can be
complicated. Our ClaimCare Tracker provides regular
updates to keep you and your customers informed every
step of the way. It ensures everyone is kept in the
loop and there are no surprises as we work to get their
businesses back up and running as soon as possible.

Learn more at goremutual.ca/claims

