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hortly after Hurricane Dorian hit Grand Bahama packing speeds of
more than 300 km/h, Twitter was alive with ﬁrst-hand videos of the
recovery phase.
In one poignant scene, some men in a metal ﬁshing boat spot a house
ﬂoating past them in the ﬂoodwaters. They veer towards the house after seeing someone in the upper-story window, just below the rooﬂine. A minute
or two later, at least ﬁve people crawl through the window of the house and
climb into the boat to be rescued.
Then Dorian slammed into Atlantic Canada. Winds whipped up a 100-foot
wave off the Newfoundland coast (fortunately, that monster wave stayed offshore). We watched footage of a crane in downtown Halifax snap into three
pieces due to the wind and crash into a nearby building under construction.
The numbers told the story. Canadian Press reported 300 hydro poles
downed, and 3,700 trees on power lines stretching more than 32,000 km.
At one point, more than 500,000 electricity consumers in the region were
without power, representing 80% of the homes and businesses in Nova Scotia and 75% in Prince Edward Island.
One can only imagine the number of business interruption claims to be
ﬁled arising from this event. And it’s too early to tell how many homes lost
their roofs or had their basements ﬂooded. The numbers ﬁxing the scope of
the damage are no doubt of interest to insurers, which will foot part of the bill
to clean up the mess.
But ask the homeowner who just lost her $10,000 roof if she cares whether Dorian could cost the Canadian P&C industry more than what Hurricane
Juan cost in 2003 (about $200 million at that time). I suspect she doesn’t.
In an industry dominated by numbers, it’s easy to lose sight of the core
purpose of insurance. The video footage of what happened in Atlantic Canada and Grand Bahama brings us back to what insurance is all about — helping people in need. What do they need right now? A claims recovery process
that is fast, simple and painless. A boat to help them.
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Commercial insurer raising
some prices by 30%
August 12
The story: The hardening commercial insurance
market has resulted in double-digit price increases
for some of Fairfax Financial’s insurers, with
rates in some lines up as much as 30%.

Patrick Treacy says:
Rate increases are nothing but a band-aid. They are
easily applied, but not necessarily going to cure the problems. After the market hardens (as it
historically will), the band-aid comes off easily, but the wound will still be infected.
The first stage of recovery is to admit that there is a chronic failure generally within insurance
companies to have the right people in the right places.
Accounting types cannot bring profitability. Only a group of highly experienced and innovative
underwriters can do that. The problem is, the underwriters and brokers who are seasoned,
entrepreneurial, and who have experience from the School of Hard Knocks” to bring change and
stable profitability, have retired or will be retiring in the next five to 10 years. There is literally no
possibility of replacing this pool of expertise and talent.
Each insurance company needs a small group of [underwriting] specialists who are separate
and independent from the underwriting departments. They would report directly to the board of
each insurance company via the CEO. This new layer of underwriting expertise would review all the
current programs, wordings, rating formulae, and claim results. They would have meetings with the
underwriting managers and the front-line underwriters to ascertain the “hands-on”situation
and any resultant issues. They would offer their thoughts on each current
program and design new programs to be sold by the underwriting units.

You know why the market
is hardening – but do your clients?
August 26
The story: The co-founder and CEO at LowestRates.ca, Justin
Thouin, wants to change how the general public thinks of insurance,
and urges the industry to work together to bring rates down.

Jason says:
Naming your company “lowest rates” and pushing the narrative all these years that
the public is paying too much is the bigger problem. How about focusing on coverage
and service instead of price all the time?

Jay B says:
The industry has done a poor job of informing clients of market conditions. There are very few
press articles and literature that explains the reasons for the increase in rates and stricter
underwriting. As brokers we have regular conversations with clients where we have to explain to
them the state of the industry. Most of the press coverage has only focused on rate increases or
issues in specific territories.

How oil patch
woes impact surety
bond losses
July 29

canadianunderwriter

Why this awardwinning brokerage
doesn’t use an
online quoting platform
August 27
The story: After five years of using an
online quoting platform, Mitchell & Whale
Insurance Brokers decided to stop using
it. They found the price quoted online and
the actual price of insurance was off by
$220 on average.

Josh Pillsbury says:
It is unfortunate that many of these
“online quoting platforms” have not
delivered on the pricing they indicate,
leaving brokers and customers frustrated
(for good reason) when the final price is
quite different. I wonder if this brokerage
had been using a [different] platform,
would they have reached the same
conclusion? Don’t let one bad apple spoil
the bunch.

Nick Kidd says:
Hi Josh, the main issue outlined here
is with auto. Business insurance is a
different matter, although I believe the
majority of small business still prefer
some degree of human interaction when
purchasing their insurance.

Josh Pillsbury says:
I couldn’t agree more that small business
owners still want a degree of human
interaction. This is why we distribute our
products through the broker channel,
as opposed to going direct. Brokers
are also notified whenever a customer
has generated a quote so they can be
proactive in servicing. You are right that
all our products are business, and I
recognize the issue is mainly in auto.
The article’s title could paint a broad
brush across several different lines of
insurance, so I wanted to clarify how we
are different despite no auto product.

The story: A surety expert at Intact says that a slowdown in the construction market in
Alberta is one reason why bond claims have become more frequent in western Canada.

Taslim Jina says:
Interesting to see the numbers in this piece: 2014 to present. I wonder if more bond
claims could mean pricier insurance, leading to pricier construction costs. Could
this become a negative feedback loop for oil and gas?

canadianunderwriter.ca | October 2019
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SELLING OUT OF PROVINCE

Where the grass is greener
Nothing stops properly-licenced brokers from placing coverage for
clients in other provinces. But do the the risks require local knowledge?

A

s online commerce continues to
grow, some brokerages are placing insurance for clients based in
a different province. Just make sure your
brokers are licensed in the jurisdiction
in which they are placing the business.
Four brokers working in Alberta for
Surex.com Ltd. are licenced with the
Registered Insurance Brokers of Ontario
(RIBO) and are placing insurance for Ontario clients, said Matt Alston, surex.com’s
co-founder and chief operating officer.
Surex.com places auto, home and

ELECTRICAL STORMS | SEPT. 11
With more intense storms expected to hit
Atlantic Canada in the future, the area’s
utilities should consider changing their
electrical grids so that the lines are
buried underground, Erni Wiebe, a
former director of distribution at
Manitoba Hydro, told Canadian Press.

B Y G R E G M E C K B A C H , Associate Editor

some commercial coverages. It takes applications online and does not have any
bricks-and-mortar customer service ofﬁces. Its head office is in Magreth, Alta.,
about halfway between Lethbridge and
the U.S. border.
Most of surex.com’s RIBO-qualiﬁed
brokers actually work from home in Ontario, while others work in a Cambridge,
Ont., office. But surex.com had some talented brokers in Alberta that the company wanted licenced in Ontario.
“We have doubled down on Ontario be-

cause of the market out west,” Alston told
Canadian Underwriter this past August.
He was referring to a 5% cap on auto
rate increases imposed two years ago
by the province’s New Democratic Party-led government, which Albertans
voted out of office this past April.
The cap, now rescinded, is widely
blamed for hardening market conditions that caused some carriers to cancel contracts with their brokers and
left some motorists scrambling to ﬁnd
insurance.

RATE INCREASES | SEPT. 10

Auto insurers asking for double-digit increases
from New Brunswick’s regulator may not
necessarily be approved for what
they are seeking, said Michèle
Pelletier, the province’s
Consumer Advocate
for Insurance.

canadianunderwriter.ca | October 2019
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axaxl.com
Ranked Highest in Customer Satisfaction among Large Commercial Insurers by J.D. Power, three years in a row.
XL Catlin, now a part of AXA XL, received the highest score among insurers in the J.D. Power 2016-2018. Large Commercial Insurance Studies of customers’ satisfaction with their commercial insurance. Visit jdpower.com/awards.
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DECLARATIONS
The United Conservative Party government in Alberta let the deadline to
renew the cap legislation expire, which
effectively leaves the extent of auto rate
increases up to the provincial regulator,
the Alberta Automobile Insurance Rate
Board (AIRB).
As of early August, surex.com had 47
brokers licensed to place insurance for
Ontario motorists, up from six earlier in
2019, Alston said.
There is no reason you cannot place
coverage for clients in a different province, provided your brokers are properly educated and licensed, said Colin
Simpson, CEO of the Insurance Brokers Association of Ontario (IBAO).
“Where you ﬁnd that location does
make a difference is [in] understanding
the risk at a local level in your community,” said Simpson.
What works for one line of business
might not work for another. Flood risk is
one example.
“If you are doing an automobile quote,
for example, the level of knowledge required to do that is slightly different than
if you are going to do a large commercial
risk,” said Simpson. “If you are getting
into more complex underwriting, risk
assessments, and service requirements,
then it becomes more difficult – not impossible, but more difficult – to do from
a far-off location.”
IBAO promotes the general idea of
brokers placing risk in their own communities. That said, if the client is based
in the Ottawa area, for example, a brokerage in Quebec might be physically
closer to that client than a brokerage in
Windsor, as Simpson points out.
“Given the way consumers are serviced, [Ontario] brokers will write risks
all over Ontario and that’s a pretty wide
geographic area,” said Simpson.
For Quebec clients, a broker located in
a different province could place damage
insurance if that broker is licensed with
NO DUNE BUGGIES | SEPT. 9
Clients in Nova Scotia with dune buggies
or with snowmobiles that carry more
than two people will no longer be able
to get those vehicles insured by Intact
starting next year. Intact considers dune
buggies as “too risky,” says the regulator.

SURVEY SAYS…

Broker Attitudes
BRIGHTER FINANCIAL FORECAST
For the past two years, Canadian Underwriter’s National Broker Survey has
asked hundreds of brokers: “What’s your best estimate of how the ﬁnancial
performance of your brokerage will be next year compared to this year?” Despite
difficult market conditions, brokers appear to be more optimistic about their
projected ﬁnancial growth this year than they were last year.

2019

2018

4%

4%

26%

29%

60%

55%

11%

12%

Somewhat Poorer

The Same

Somewhat Better

Much Better

the Autorité des marchés ﬁnanciers, an
AMF spokesperson told Canadian Underwriter.
“However, only a legal person that
maintains an establishment in Québec
may register with the AMF as a ﬁrm,”
the AMF spokesperson said. A brokerage registered as a ﬁrm with AMF must
keep records on its clients in Quebec.
Which legal jurisdiction applies when
there is a claim against the policy?
Quebec’s
bec’s regulator spelled
d it out when
Canadian Underwriterr asked tthe question

of that particular jurisdiction.
“In respect of the governing law of
the insurance contract itself, it would
be that of Quebec (notwithstanding any
mention to the contrary) if the contract
covers property or an interest situated in
Québec, or if the contract is subscribed
in Québec by a resident of Québec, or if
the policyholder applied for the insurance in Québec, or if the insurer signed
or delivered the policy in Québec,” the
AMF spokesperson wrote in an e-mail
to Canadian Underwriter.

DISTRACTED
CONVICTIONS | SEPT. 6

Ontario auto insurers are treating distracted
driving infractions as “major” convictions (in
contrast to minor or criminal infractions),
which normally result in a rate hike. Distracted driving can lead to fines, demerit points,
suspensions and higher rates.
canadianunderwriter.ca | October 2019
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DECLARATIONS

COMMERCIAL LINES

Shifting Sands
Canadian P&C insurers are diversifying against big losses in
the commercial property space. Here’s where you will ﬁnd them...
B Y D AV I D G A M B R I L L , Editor-in-Chief

W

ith commercial property results
deemed by some insurers to be a
“disaster area,” one strategic response has been for Canadian P&C carriers to diversify into commercial specialty
lines and larger commercial account sizes.
Canada’s two largest insurers, Intact
Insurance and Aviva Canada, have led the
charge. Both made a big splash this year in
the competitive arms race to beef up their
commercial specialty lines business.
For its part, Intact signiﬁcantly bolstered its presence in the commercial
specialty space with its $1-billion deal
in August to acquire The Guarantee and
managing general agency [MGA] Frank
Cowan Company. That followed Intact’s

E-SLIPS IN ONTARIO | SEPT. 5

Ontario became the fourth province in
Canada to approve the use of electronic proof
of auto insurance (EPAI) for drivers. During a
one-year phase-in period, insurers will issue
paper versions as well as electronic versions
for customers that request that option.

acquisition of U.S. specialty insurer
OneBeacon in 2017 for $2.3 billion.
“The [Guarantee and Frank Cowan
Company] transaction takes us to a Top 6
position in the attractive surety segment
in North America, which will further
solidify our ability to run in the low 90s
[combined ratio],” Intact Financial Corporation CEO Charles Brindamour said
during an investors’ call announcing the
deal. Surety represented one-third of the
acquired portfolios; the move also bolstered Intact’s presence in public entities
and high-net-worth business.
Intact now also has a stake in an MGA
that can deliver the products. “With Frank
Cowan, we acquire a business [that] sits

between our existing manufacturing distribution platforms in specialty lines,”
Brindamour said. “Frank Cowan Company currently drives approximately 20% of
The Guarantee’s premium volume. The
MGA platform provides potential to accelerate further our specialty lines growth
aligned with our risk appetite.”
Aviva subsequently made a splash in
the cross-border business with the introduction of its new Global Corporate
and Specialty (GCS) team in September.
The team offers coverage in ﬁve key areas: corporate risk, programs, specialty
risk, surety, and equipment breakdown.
Canadian companies are under-served
by the bigger traditional players in the

DRIVERS ON AUTOPILOT | SEPT. 4

The U.S. National Transportation Safety Board
found that driver inattention and a design flaw
in Tesla’s Autopilot system – a semi-autonomous
driving system that should not have allowed a
driver to disengage from driving — caused a
collision along a California freeway.

canadianunderwriter.ca | October 2019
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DECLARATIONS
global space, John Mattioli, executive director at Aviva GCS, told Canadian Underwriter, explaining the rationale for the
deal. “You have large international underwriters like Allianz, AIG and Zurich, who
today are concentrating on what I would
call international or global clients, and
they’re under-servicing the Canadian
nationals – the larger Canadian national
corporations who have insurance needs
outside of Canada,” he said. “That market is greatly under-served. We think we
could beat the big guys to the punch and
that’s why we’ve set this up.”
Why this headlong strategic push into
commercial specialty lines?
Peter Weightman, head of specialty at
Intact, says three factors have combined
to put pressure on commercial property
lines – the retrenching of Lloyd’s in the
marketplace, the dialing down of some
capacity by domestic insurers, and challenging commercial property results.
Taking a look at recent results in commercial property, federally regulated insurers in Canada posted a claims ratio of
73.4% in 2019 Q2, a decrease from 76.4%
over the same period last year. Despite
the improvement, insurers are looking
to diversify, as Aviva CEO Jason Storah told Canadian Underwriter during a
quarterly call earlier this year.
“We are looking at diversifying our
business mix by growing other business
segments as well, so we are not heavily
dependent on the commercial property
portion of our business.”
Insurers made inroads into the small
market space last year (see our cover
story on Page 26), and now they seem to
be setting their sights on gaining more
market share in the medium- to largesized accounts. “The big opportunity for
us is to move into the larger accounts,
more of the mid-market space, because
we are underweight in that segment
across Canada,” Storah said. “And that’s
a growth opportunity for us.”

ALBERTA CAP LIFTED | SEPT. 3

Alberta allowed its 5% ceiling on auto
rate hikes to expire, effectively putting
the responsibility for determining rate
increases back into the hands of the
Automobile Insurance Rate Board (AIRB),
the province’s rate regulator.

NEW OFFERS
OVERLAND WATER COVERAGE
Vendor: Chubb
Target Audience: Personal homeowner insurance clients
What It Does: An endorsement that adds overland water coverage
to existing Chubb homeowner policies

Chubb has launched an Overland Water Coverage enhancement for its personal
homeowner insurance clients in Canada. It complements existing water damage
coverages found in the base policy (such as sewer backup).
Eligible clients will now have additional protection from losses that result from
freshwater occurrences such as overflow of natural or artificial inland waters, mudflow,
and the collapse of land along a body of water.
The solution covers the replacement costs of the home, including the restoration of
unique finishes and built-in features such as custom millwork and designer appliances.
Coverage includes the repurchase of contents like TVs and home theatre systems, pool
tables and exercise equipment. Additional living expense coverage applies if clients
cannot stay in their home during rebuilding or repairs.

RANSOMWARE INVESTIGATION SERVICES
Vendor: Envista Forensics
Target Audience: Cyber clients
What It Does: Includes ransomware investigation and resolution in its cyber security services

Global forensic engineering firm Envista Forensics, which has locations in Vancouver,
Calgary and Toronto, has expanded its cyber security services to include ransomware
investigation and resolution.
Services include:
• Project management of the entire event, including the initial investigation,
resolution, and decryption - all in-house
• 24/7 emergency services to handle any incident or amount
• Verifying validity of decryption key provided by the cyber criminal
• Cyber breach services, if needed, in conjunction with the ransomware event
• Assistance with data restoration

BOX SHIELD
Vendor: Box Inc.
Target Audience: Cloud content providers
What It Does: Helps prevent accidental data leakage and
protects companies from insider and external threats.

Box Inc.’s security platform helps enterprises prevent accidental data leaks through
a system of manual or automated security classifications for files and folders, and
classification-based access policies. Account admins can define custom classification
labels and policies per label that combine multiple security controls. Examples include:
• Shared link restriction: Specify who can access shared links. For example, when
a file is labelled [e.g. “internal”], sharing is restricted to the company and specified
collaborators only
• External collaborator restriction: Limit external collaboration to approved lists of
domains or completely block it, based on the sensitivity of the content. For example,
when a file is labelled [e.g. “restricted PII” (personally identifiable information)], external
collaboration is only allowed with business partners that are approved data processors
• Application restriction: Specify which third-party applications and custom apps can
download sensitive content from Box

SPREAD OF OPIOIDS | AUG. 28
A recent Oklahoma court ruling, which
ordered Johnson & Johnson to pay $572
million for helping to fuel the state’s opioid
crisis, could persuade drug manufacturers to
settle a similar lawsuit in British Columbia,
legal experts told Canadian Press.
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There’s a faster way
to submit a claim.
With RSA Claims Point,™ submitting
claims online is quicker and easier
than ever, with a streamlined
process, clear questions and claim
numbers assigned immediately.

Get your claim started right away.
Check out RSA Claims Point™ today at rsabroker.ca/claimspoint

* Currently accepting claims for home, personal auto and individually rated commercial auto.
© 2019 Royal & Sun Alliance Insurance Company of Canada. All rights reserved. RSA, RSA & Design, RSA Claims Point, and related words and logos are trademarks and the property
of RSA Insurance Group plc, licensed for use by Royal & Sun Alliance Insurance Company of Canada. RSA is a trade name of Royal & Sun Alliance Insurance Company of Canada.
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DECLARATIONS
BIG MOVES

SUMMARY
PERSONAL LINES

Tisdale to retire after 40 years
Bob Tisdale, president of Allstate Canada’s Pembridge
and Pafco subsidiaries, to retire in 2020.

WHO: Bob Tisdale
CURRENT ROLE: President
and chief operating officer
of Pembridge Insurance
Company and Pafco
Insurance Company
P&C EXPERIENCE: 40 years
PROFILE: Re-launched
Pafco as a non-standard
auto insurer

Bob Tisdale, who currently leads the Allstate Canada subsidiaries that place insurance
through brokers, is scheduled to retire next August.
Tisdale is president and chief operating officer of Pembridge Insurance Company
and Pafco Insurance Company.
He started his insurance career right out of high school in 1978.
Tisdale “transformed Pembridge into an industry-leading personal lines market,
and re-launched Pafco as a company focused on non-standard personal lines,” Allstate
Canada said in a release.
His successor will be determined over the next year. In the meantime, Tisdale
will continue to oversee the business and mentor the leadership within Pembridge
and Pafco. Upon retirement, he will serve in an advisory capacity to provide strategic
counsel for the company and the insurance industry, Allstate Canada said.
Tisdale has been chair of the board of directors of the Facility Association, president
of the Insurance Institute of Ontario, chair of the board of governors of the Insurance
Institute of Canada, and chair of the CIP Society.

Jamie Lyons is the
new president and
chief operating
officer of western
Canadian brokerage
Westland Insurance
Group Ltd. Lyons
worked for 13 years
at Guy Carpenter & Company before
joining Westland in 2016..

Brad Vescarelli has
re-joined Marsh
Canada as the
brokerage’s energy
and power leader.
Before his time as
legal and human
resources director
for CES Energy Solutions, he was
senior VP at Marsh Canada.

EXITING THE MARKET | AUG. 28
Citing the impact of severe weather claims,
the Bank of Montreal has decided to exit the
property and casualty reinsurance side of the
business. BMO’s insurance segment accounted
for a $24-million profit within BMO’s wealth
management results in 2019 Q3.

Michel Laurin is president
and chief operating
officer of Lussier Dale
Parizeau, a Quebecbased brokerage. Formerly
the president of Industrial
Alliance Home and Auto
Insurance, he has also
been president of the Groupement des
assureurs automobiles (GAA).

Benefits
of bundling
J.D. POWER
Offering a
bundled deal
may seem like
a no-brainer
when it comes
to customer
service, but J.D.
Power’s recent Auto Insurance
Study suggests that insurers aren’t making
the most of the opportunity.
In its U.S. study, the consumer insights
firm found that auto insurance customers
who bundle their auto policies with a home
or life insurance policy are more satisfied
than those who don’t.
“One of the reasons direct models
are posting higher satisfaction scores is
because the customer experience is centralized in the organization and therefore
more consistently executed,” says Robert
Lajdziak, senior consultant for insurance
intelligence at J.D. Power.
But insurers may be dropping the ball
when it comes to making the most of
bundling, the research shows. Even though
customers’ scores in satisfaction, likelihood to renew, and advocacy are all higher
when their policies are bundled, companies
have not done a good job of making their
customer experience better than those
who don’t package their policies with one
company, J.D. Power says.
“Auto insurance customers have more
access, control and visibility into the details
of their policies, and that is translating into
record-high levels of customer satisfaction,”
Lajdziak says. “As customers take greater
control of their auto policies, it’s also
becoming more important for insurers to
offer superior digital experiences and easy
access-to-account management features
such as bill pay, policy information and an
integrated experience for customers who
bundle multiple policies.”
The study, which has been conducted
for over 20 years, surveyed nearly 43,000
auto insurance customers. Respondents
were asked to rank in order of importance
their satisfaction with interaction, policy
offerings, price, claims, and billing process
and policy information.

GRABBING THE WHEEL | AUG. 22

An Ontario court found that a driver should
not be held vicariously liable simply because
she was in possession of her vehicle before a
passenger grabbed the steering wheel from her,
causing a collision. Also, she wasn’t at fault for
the passenger being in her car in the first place.
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2019 IBAC
Full Partners

Participants: Northbridge, Pafco and Lloyd’s Canada
The 38,000 insurance brokers represented by the Insurance Brokers Association of Canada work to
serve the best interests of millions of Canadians. Thank you to the insurance companies who partner
with us to deliver security and peace of mind to so many.
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INTERVIEW

NIGEL ROBERTS, Head of Distribution, AEGIS
IS London

BROKER CHANNEL

EXPANDING
CHOICE
It’s a ‘Kodak moment’ for Canadian
brokers seeking to expand consumer choice
in a tightening market, says Nigel Roberts,
head of distribution at AEGIS London.
Here’s how to brighten the picture
By Jason Contant, Online Editor
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Insurers are buying distribution.
I see some of the big beasts in Canada
eating up these small retail brokers,
thus taking away choice from clients.
cu | What are some of the
strengths and weaknesses
of the Canadian broker
distribution channel?
Strengths of the broker model
include the maturity of the model,
the knowledge of the brokers, the
customers’ loyalty to the model,
and the strong relationships you
will ﬁnd between brokers and
their clients. I ﬁnd sometimes
strengths can be weaknesses as
well; I know that sounds a little
strange. Canada is an incredibly
traditional model. That is one of its
inherent strengths, but also one of
its inherent weaknesses.

cu | Can you elaborate?
I see this as being a threat to Canada because the Canadian distribution model and business practices
are so mature and so ingrained
and so traditional that it’s going to
be hard to change. What you don’t
want to do is blindly plow down a
route of uncompetitive distribution just for the sake of maintaining tradition and relationships —
and suddenly ﬁnd yourself priced
out of the market as a result.
One of the biggest threats to
Lloyd’s business in Canada is

the rise of the domestic markets,
both in terms of their acquisition
of brokers and in terms of their
development of online trading
models. Obviously, the acquisition
of brokers is very much focused
on the acquisition trail of the
big aggregators, which
continues apace.
As well, many Canadian
insurers are developing online
products. They are cutting retail
brokers out, and obviously they
are able to reduce their costs by
selling much more directly to
clients. The threat to the Canadian
broker distribution model, or to
Lloyd’s anyway, is that we will be
uncompetitive as a consequence
of having several pairs of hands
for risks to go through — including
the client, the Canadian broker,
the Lloyd’s broker, and the
Lloyd’s syndicate.

cu | Why is this
such a threat?
Insurers are buying distribution.
I see some of the big beasts in
Canada eating up these small retail
brokers, thus taking away choice
from clients. Consequently, M&A is
reducing customer choice and that
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is worrying. I think it’s important that customers have got that
choice. What we try to do is help those smaller retail brokers
thrive by giving them good product. Then they can compete and
maintain plenty of choice for consumers.
It’s a kind of a Kodak moment for the Canadian retail
broker market: it’s almost, ‘Modernize or die.’ It’s a fairly
blunt message, and it’s one I don’t like giving because there’s
so much in tradition that I like. Unfortunately, in business,
tradition can mean inefficiency and inefficiency means
overpricing. I’m not saying eradicate tradition completely.
What I am saying is, parts of tradition smack of inefficiency
and higher costs; we need to get rid of these things.

cu | How do Canadian brokers stay
strong in this kind of environment?
I hear brokers are worried about the local carriers cutting them
out. The way they stay strong is by reinventing themselves.
They have to make sure they are adding value to the process.
They are the trusted risk advisor for the client. If a client can
buy commercial insurance online by answering a few questions
on the Internet, then it does bring into question the broker’s
value as a risk advisor. What brokers have to do is to say, ‘How
do I ensure I am really genuinely adding value to the client?’
The client might be prepared to pay a little bit extra
because they’re buying the expertise of that broker. Brokers
need to stay strong that way, by selling themselves and their
expertise, and by developing channels of distribution with
markets like Lloyd’s, which make for a more cost-effective
way to deliver the product.

cu | How do you do this?
As a market, we develop online tools for Canadian brokers
that allow them to handle business competitively and compete with direct writers. We have an online quote-and-bind
platform called OPAL that’s just been launched in Canada,
where AEGIS has been for 20 years, in the errors and omissions (E&O) area. It will literally quote, bind and issue policy
documentation automatically. There will be very little human
intervention in the process. We’ll be doing business much
more cheaply, much more cost-effectively, and we will allow
our brokers to remain competitive in the face of the direct
competition. We’re trying to make it much easier, but still
working through the broker distribution channel.

cu | How can brokers deal with
Lloyd’s more effectively?
By opening up these different channels. What the brokers
can’t afford to do in Canada is to sit passively by and watch
their lunch being eaten by the direct writers. They have to do
something about it. They can’t afford to bury their head in the
sand and pretend it’s not happening. Because it is happening
and it will continue to happen.
There may still be a small premium that clients have to pay
to get that personal service, but I think that’s a price worth
paying. Say you’re a small- to medium-sized enterprise,
24
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NIGEL ROBERTS
Title: Head of Distribution, AEGIS London
Past experience: Joined AEGIS London in
2014 from Willis, where he was head of
placement in their London operation. Prior
to that, Roberts was the managing director
of the specialty division at Aon in London.
He was a member of the London and International Insurance Brokers (LIIBA)
board prior to joining AEGIS. He has
campaigned for reform in the London
insurance market for many
years and was a member
of the Market Reform
Group during his
time as a broker.

you’ve placed your business directly with a behemoth
carrier, and you’ve got a difficult claim. What chance have
you got against this mighty insurer? But if you’ve done
it through a broker, with whom you have a good, strong
commercial relationship, then it’s the broker relationship
that matters. For us, because of our relationships with
brokers, we’re much more likely to pay that “grey-area”
claim than a large carrier would be.

cu | How much would that premium be?
It’s hard to say exactly, but likely no more than 10%.

cu | How does a hard market
in Canada affect Lloyd’s?
From a pure underwriting perspective, it creates opportunity for underwriters. The bad side of course is that prices
are going up for clients. What does it do for us here? I think
it gives us conﬁdence. I think seeds of worry were developing
in Canada about what Lloyd’s was doing, and about some of
the measures that were taken at the end of last year. Some
syndicates were retrenching, some syndicates were closing
down, whereas Lloyd’s allowed AEGIS London to grow. What
a hard market does is it keeps choice available to Canadian clients and Canadian brokers through working with the Lloyd’s
market. I think choice is the name of the game. When there’s
a hard market, Lloyd’s is going to be healthy. It remains a very
viable option for Canadian clients. So, on the face of it, while
prices might be going up a bit, all I would say is they needed
to. You look at the combined ratio of the property and
casualty market in Canada and those numbers just aren’t
sustainable. Something had to change.
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Your business may face cyber threats. It takes a partner at the forefront of the
cyber curve to help you prepare, respond and recover from the attacks. AIG
can help you navigate this ever-evolving, 24/7 world. A world that never sleeps.

Learn more at AIG.ca/cyberedge
AIG Insurance Company of Canada is the licensed underwriter of AIG property casualty insurance products in Canada. Coverage may not be available
in all provinces and territories and is subject to actual policy language. Non-insurance products and services may be provided by independent third parties.
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BETWEEN
A ROCK &
A HARD
MARKET
We asked hundreds of brokers
this year about their attitudes,
business strategies, and best
practices. Their valuable insights
show how brokers can succeed
during this challenging turn in
the market cycle
By David Gambrill, Editor-in-Chief

B

rokers have been in a tough spot over the past
couple of years.
Insurance carriers’ claims costs in personal property lines (both in home and auto)
have been on the rise, as have been their commercial property losses. Insurers have reacted by increasing premiums and withdrawing capacity from
unproﬁtable lines of business. The upshot is that it’s
been more difficult for brokers these days to ﬁnd low
insurance premiums for their clients – if they can
ﬁnd coverage for them at all. And while clients are
bending brokers’ ears about the higher premiums,
carriers are cancelling contracts with brokers who
can’t deliver more proﬁtable business.
A hardening market cycle is not new to brokers.
Although carriers and large brokerage houses such
as Willis Towers Watson would argue that this is not
“truly” a hard market — primarily because capacity for many lines is still available — that probably
sounds like a hair-splitting exercise to brokers who
have to explain the increased premiums and reduced
coverage options to their clients. Brokers are caught
between the proverbial rock and a hard market, as
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in a more challenging market cycle.
For example, this year brokers
rank-ordered eight challenges we presented in the survey. Brokers ranked the
Top 3 threats to the channel as follows:
1. Growth of the direct-to-consumer
sales model
2. Misperception of the value of insurance brokers
3. Insurance industry consolidation.
This is the same rank order as it was
last year. That said, brokers showed less
concern about these challenges this year
than they did the year before. For example, 76% of brokers in last year’s survey
it were. And that shows in some of the vestments. We promised anonymity to identiﬁed the directs as their Number
results of Canadian Underwriter’s 2019 respondents in exchange for honest an- 1 concern last year, whereas only 63%
swers and so, when we cite open-ended did so this year. The numbers also fell
National Broker Survey.
In August, Canadian Underwriter re- responses, we have eliminated any iden- for misperception of broker value (55%
this year versus 58% last year) and conceived completed online surveys from tifying information.
Overall, brokers in the 2019 Nation- solidation (46% this year, versus 52%
214 brokers across the country. Our
comprehensive survey asked a number al Broker Survey indicated many of the last year). In fact, for all of the supplied
of questions, some of them open-end- same feelings and attitudes about the challenges but one, “proliferation of
ed, about how brokers approached and channel, the challenges, and the strat- risks and insurance coverages,” brokers
conducted their business. In particular, egies as they did last year. But subtle expressed less concern this year than
we were looking for some insights into shifts in some of their answers can be ex- they did last year. What to make of this?
the best brokerage practices and in- plained by the strain of doing business One possibility is that they were more
concerned about challenges that did not
appear on our list — the challenge of operating in hardening market conditions.
Earlier this year, Canadian UnderwritState of the Union
er presented a more comprehensive list
of 23 challenges to brokers and asked
Environmental Scan
them to identify their Top 3 from the list.
The Number 1 challenge for brokers in
How strongly do you agree with the following statements?
this straw poll was “retention of clients
in hardening market conditions.” Num2019
2018
87% 88%
ber 4 was “ﬁnding proﬁtable business in
74% 72%
hardening market conditions.” On this
56% 55%
52%
more comprehensive list, the challenge
40%
of directs ranked a distant ﬁfth.
And so how are brokers selling in the
hardening market? Have they radically
Brokers need
Brokers are
With all of the
Insurance
changed their sales tactics and strategies
to become more
successfully
recent and anticipatcarriers are
to gain new clients in this challenging
specialized to
communicating
ed changes in the
striking a fair
market cycle?
withstand changing
their value to
insurance industry,
balance between
technology and
consumers and
brokers face more
the interests
Well, not really.
sales models
businesses.
opportunities
of carriers and
This year, just like last year, “asking
than threats
brokers
customers for referrals” and “asking
other professionals for referrals (e.g.
accountants, lawyers)” ranked ﬁrst and
second, respectively, as ways to attract
new business prospects. “Maintaining
an active social media presence” ranked
third on the list, as it did last year.

Overall, brokers in the 2019 National
Broker Survey showed many of the same
feelings and attitudes about the channel,
the challenges, and the strategies as
they did last year. But there were
subtle shifts in their answers.
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Direct Danger
But the numbers were stronger in each
category this year than they were last
year, suggesting that brokers are doubling down on these strategies during
difficult times.
Seventy-three per cent of survey respondents ranked customer referrals as
a ‘highly beneﬁcial’ practice (i.e. a grade
of 4 or 5), up from 67% last year. And
referrals from other professional networks jumped up from 41% last year to
52% this year.
“Referrals, that is the best way to do
business,” one broker commented in
the survey. “It produces the most stable
book of business. I don’t look for business any other way. It has been interesting to see that Millennials have been the
biggest source of my referrals.”
Perhaps this isn’t so surprising, given
the number of Millennials who socialize
using social media, as well as the larger number of brokers who appear to be
making inroads in social media as a way
to generate new business leads. Forty-ﬁve per cent of brokers in this year’s
survey said “maintaining an active social
media presence” was the key to ﬁnding
new business prospects, up from only
32% last year.
Regardless of where the referrals
come from, they are clearly a major
source of new business for brokers these
days. Said one broker in the survey: “Client referrals are 93% of my growth.”
Referrals from other business professionals were deemed to be the second-most-fruitful way for brokers to grow
their business. A number of brokers commented that they were ﬁnding new business through connections with realtors,
mortgage professionals, life insurance
brokers, and investment advisors.
So now that you’ve found a prospect,
what’s your strategy for turning them
into a client?
Brokers’ responses this year were
somewhat off-the-grid compared to last
year, as suggested in the open-ended
answers to this question. The brokers’
written answers stressed “the personal touch,” with brokers going the extra
mile in a hardening market to be ﬂexible
and available for their clients.
“Clients like to feel like you are avail-

Threats to Brokers
In your opinion, which of the
following present a strong challenge
to the broker channel?

2019

2018

Growth of the direct-to-consumer sales model

63%

76%

Misperception of the value of insurance brokers

55%

58%

Insurance industry consolidation

46%

52%

Legislative/regulatory uncertainty

39%

39%

Proliferation of risks and insurance coverages

27%

26%

Misunderstanding of the difference between
brokers and agents

27%

28%

Demographic change

24%

33%

Consumer self-education about their
insurance needs/options

22%

27%

Other

11%

6%

New Prospects
Finding New Clients
For generating sales leads or
identifying new prospects, how
beneﬁcial have the following activities
been for you in the past 24 months?

4–5
2019

8 – 10
2018

Asking existing customers for referrals

73%

67%

Asking other professionals for referrals
(e.g. accountants, lawyers)

52%

41%

Maintaining an active social media presence

45%

32%

Personal advertising (i.e. not your
brokerage’s general advertising)

32%

21%

Speaking at events, offering free webinars, etc.

25%

17%

Cold calling

16%

12%
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able when they need to contact you,”
said one broker. “If you aren’t available
during the prospect stage, they will assume this trend would continue if they
were a customer.”
So many prospects, so little time. How
can brokers possibly respond to all of
their clients – both existing and prospective – during regular 9-5 office hours?
For many brokers in the survey, the concept of a ﬁve-day, 40-hour work week is
a quaint relic — and that’s a good thing.
“Being available 24/7 has always
worked well,” said one broker in the
survey. “The younger generation wants
answers now.”
“For after-hours inquiries,” advised
another, “pick up the phone.”
The responses did show some pushback on this. About 39% of respondents
in the survey identiﬁed themselves as
broker owners or principals. Not all of
them were sold on the concept of keeping their brokerages on high alert for
all hours of the day, night or week. “The
most beneﬁcial approach has been to acknowledge the prospect’s time and try to
cater to their schedule within our office
business hours,” said one.
Another showed similar hesitation in
making brokers available to potential
clients 24/7, while at the same time acknowledging the need for ﬂexibility and
a middle ground. The most beneﬁcial approach to converting prospects, the broker concluded, is “not necessarily needing to converse outside office hours,” but
letting clients know “they have our cell
phones when needed.”
Deﬁnitely the traditional model of meeting clients in a brick-and-mortar brokerage office is undergoing a transformation.
Several brokers in the survey said their
best success came when meeting at their
clients’ homes or offices. Salespeople are
always on the move, but in a time when
ﬁnding new business is crucial, brokers
are going the extra mile to become mobile.
One broker emphasized personal contact with the prospect. “Go to their ofﬁces or home and follow up with a telephone call the day after. Stay in touch.”
Rapidly responding to queries is
most-often cited in the survey as the
most beneﬁcial way to convert pros30

Conversion into Clients
Making the Sale
For converting your prospects into
customers, how beneﬁcial have
the following practices been over
the past 24 months?

4–5
2019

8 – 10
2018

Rapidly responding to enquiries

91%

92%

Engaging in a substantive dialogue about
the customer’s needs

83%

81%

Visiting customers at their location of choice

68%

62%

Responding to enquiries outside of business hours

66%

58%

Researching your prospect before your first meeting

63%

58%

Tailoring your sales approach to the customer’s age

60%

55%

Meeting with prospects after-hours

55%

46%

Highlighting your credentials, awards won, etc.

18%

15%

4–5
2019

8 – 10
2018

Quality of the carrier’s claims handling

87%

65%

Policy terms and conditions

83%

58%

Carrier’s underwriting flexibility

81%

63%

Your client’s price point

65%

48%

Carrier’s capacity

65%

37%

Product Advice
Attractive Carrier Features
How important are the following
factors when considering which
product to recommend
to a customer?
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Brokers frustrated by increasing workload
A line has been crossed between brokers and carriers and it’s
leaving brokers across the country exasperated.
In Canadian Underwriter’s 2019 National Broker Survey, only
40% of respondents said insurance companies were striking a fair
balance between the interests of brokers and carriers. That’s down
from 52% a year ago.
What’s changed? Things have gotten worse when it comes to
the workload brokers are facing. They say they’re increasingly doing
more of what is considered the underwriter’s job.
“We are way more than being brokers – we’re definitely underwriters. There’s no doubt about it,” Myrna Birchall of Stuchbury
Insurance in Barrhead, Alta., said. “We do everything here. We enter
it into a computer system and they never see a thing. They never
see a piece of paper; they never see a picture. I tell them I have a
vehicle inspection report, but they never see the inspection. They
don’t review anything. That’s something the underwriters used to
deal with. They don’t deal with any of that now.”
Birchall said she collects the information — more of which is
required now — takes photos, and sends it all off to the insurance
company. “They don’t [physically] see any of that stuff,” she said.
“They see what I enter in the computer, and that’s it. I don’t know

where the underwriter’s role even appears in
that anymore.”
Caleb Maksymchuk of Ravenhill Agencies in
Edmonton believes the brokers’ workload has increased because they must use the carriers’ various
online portal systems. “Now many companies are forcing
brokers to go on the portal,” he said. “They won’t accept anything
but you doing work on the portal. Alright, fine, more work for me;
better for you and less time for your underwriters.”
If the underwriters’ job is seemingly less demanding, what
are they doing with that time? Maksymchuk was told they’re able
to handle more calls. “But now there are longer wait times,” he
observed. “Meanwhile, I’m doing the work for the underwriters and
the company. So you can see that view is distorted.”
Maksymchuk would like more communication between carriers
and brokers to help everyone understand the problems and work
together to improve the situation.
“I think at the end of the day everything comes down to communications, whether it’s claims, underwriting rule changes, proper
cancellations, or anything like that. If you have a fair conversation
about it, the sour taste in your mouth will go away,” he said.

What’s a guitar
without strings?
Brokers are instrumental
to our success!
Get attuned with our team at the
2019 IBAO Convention and discover
new ways to amplify our partnership.
echeloninsurance.ca
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 ڸڰگڱUNDERWRITERS
OF THE YEAR
Congratulations to our 2019 Underwriters of the Year!
CBN members have personally selected these individuals as having met and exceeded our award
criteria during a particularly challenging time in the industry. The criteria includes: underwriting
H[FHOOHQFHDQGULVNNQRZOHGJHEHLQJDYDLODEOHWRRXUWHDPVZULWLQJEXVLQHVVWKDWVDWLVILHVFOLHQWV·
needs while creating a win-win for the broker and the insurer; a positive, helpful attitude; and
investing time to develop trusting relationships with their brokers.

COMMERCIAL AWARD

PERSONAL AWARD

Maxime Godin,
Aviva

Teresa Mazza,
Chubb

Kristen Pordage,
Intact Insurance

Sheila Collins,
Intact Insurance
(Two years in a row)

Samantha Mayo,
Northbridge Insurance

Helen McLeod,
Intact Insurance

Nicole Craig,
Intact Insurance

Meghan McKnight,
Economical Insurance

Jennifer Kinsella,
Intact Insurance

Nicole Smart,
Intact Insurance

Bobbie Whiteside,
Intact Insurance

James Peer,
Chubb
(Two years in a row)
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Is small business lucrative enough?

OUR MEMBERS
If bigger clients pay bigger premiums, does this mean small
businesses aren’t worth the effort for brokerages?
If you are targeting small businesses, you will probably
need to bind more policies to get the same amount of commission that you would get from a mid-sized account, says Tyson
Peel, director of property and casualty for managing general
agent Burns & Wilcox Canada.
“But the volatility [with small business clients] is way lower,” he
said. “You are going to be able to maintain that client probably for the next 10
to 15 years instead of maybe one or two.”
Small businesses are less likely to shop for a new brokerage on renewal than a mid
to large-sized organization would, said Peel.
Moreover, the small business sector is a great place to find clients who don’t even
have commercial insurance, because many people start companies without considering
what insurance they need, Peel suggested.
“I think there is a bit of a misconception that small business is not profitable,” said
Andrew Clark, CEO of Aligned Insurance, a brokerage with offices in Toronto, Calgary and
Vancouver.
With some small business clients, a brokerage’s profit margin might be a few percentage points lower than it would be with a mid- to large-sized client, said Clark. But
the small business segment is definitely profitable, he stressed.
“It’s a great sector of the market and we certainly enjoy serving it,” Clark said of
small businesses. “Never forget that all businesses were small at some point, and that
small businesses can become big businesses.”
For some brokerages, a small business account may actually be more profitable
than a larger account with a full-time risk manager, said Peel. This is because for some
large accounts, the broker has to deal with a client operating in multiple countries with
multiple insurers. So for those mid-to large-sized accounts, you may be getting a larger
commission because the total premium is larger, but you also have to provide a lot
more risk management services.
Small business may not require that same level of effort. “If you have your small
business owner who has been working out of that one convenience store for the past
five years, you are basically showing up, talking about your insurance policy, giving them
an idea of the pricing, giving them a little bit of risk management advice at that point,
and then you’re pretty much done until the next year’s renewal,” said Peel.

pects into clients. Ninety-one per cent of
brokers in the survey cited the urgency
of an immediate response to queries by
prospects. “Customers want to be heard
and treated as the most important client when they are dealing with a broker,” said one broker. “Always get back
to them quickly. And if you don’t have
an answer, reach out to them to let you
know where you are in your process.”
One by-product of a hardening market
in personal lines home and auto is a renewed focus on selling commercial coverage to small business. Last year, 64%
of brokers identiﬁed the small business
market as an area of opportunity.

There has been a spike over the past
year in the number of brokers selling
small business commercial coverage, according to the survey numbers.
In our 2018 National Broker Survey,
for example, an average of 50.7% of brokers’ annual commercial premium volume was in some way related to small
business (deﬁned as 1-49 employees).
Breaking that down further, about onethird of the brokers in last year’s survey
said that less than 20% of their commercial premium volume came from small
business. Only 28% of respondents in
2018 reported that more than 81% of
their commercial premium came from

For more information visit
canadianbrokernetwork.com
or call 416 855 8150
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NOVEMBER 25, 2019
RITZ-CARLTON HOTEL, TORONTO

TOPBROKERSUMMIT.COM
CEO PANEL
OPENING KEYNOTE SPEAKER

Optimism Bias

Tali Sharot,
Professor of Cognitive Neuroscience,
University College London

Hear senior executives from some of the industry’s
biggest carriers talk about issues of urgent interest
to the broker channel.

LUNCH KEYNOTE PANEL

Cyber Risks and Opportunities

CAROL
JARDINE

JASON
STORAH

Paul Kovacs,
Founder & Executive Director, Institute
for Catastrophic Loss Reduction

Wawanesa

Aviva

STEVE
PHILLIPS,

AFTERNOON KEYNOTE SPEAKER

What the Next Recession Means for You

Charles Myers,
Founder and Chairman,
Signum Global Advisors

ROWAN
SAUNDERS
Economical

Sovereign
Insurance,
part of The
Co-operators

FOR SPONSORSHIP OPPORTUNITIES OR TO PURCHASE A TABLE CONTACT
Sandra Parente
sandra@newcom.ca | 416-510-5114
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CONFERENCE AGENDA
November 25, 2019 • Ritz-Carlton Hotel, Toronto
8:00 – 9:00 a.m.
Registration and Burns & Wilcox
Networking Breakfast
9:00 – 10:00 a.m.
Opening Keynote: OPTIMISM BIAS
How often do you hear from your clients that
nothing bad could ever happen to them? When
selling insurance to your clients, you have no
doubt encountered what renowned cognitive
neuroscientist Tali Sharot describes as “the
optimism bias.” Keynote speaker, Tali Sharot,
will discuss where this bias comes from, and
how to compensate for it. How do you convince
optimists to protect themselves against the
worst things that could happen in their lives?
Speaker:
Tali Sharot, Professor of Cognitive
Neuroscience, University College London
10:00 – 10:30 a.m.
Networking Break
10:30 – 12:00 p.m.
Executive Forum: SMALL GROUP
DISCUSSIONS WITH CARRIER EXECUTIVES
This interactive format will focus on sharing
new ideas and knowledge through forwardthinking content and heightened audience
engagement. This interactive session encourages
delegates to discuss and debate critical
broker/insurer issues with the top executives
of a select group of insurance companies in
an exclusive “think-tank” environment.
Executives:
Rowan Saunders, President and Chief
Executive Officer, Economical
Steve Phillips, Chief Operating Officer,
Sovereign Insurance
Graham Haigh, Vice President,
Broker Distribution, Wawanesa Insurance
12:00 – 1:30 p.m.
CAA Insurance Luncheon &
Insurance Institute Keynote Presentation

CYBER RISKS AND OPPORTUNITIES
Paul Kovacs will present the findings of the
latest Insurance Institute research update on
cyber risks, and mediate a panel discussion
with leading experts working on the front
lines in cyber risk management and security.
The session will cover topics including cyber
insurance products, claims and incident
response capabilities, risk prevention and
mitigation, and provide delegates with knowledge and insights to better protect their clients.
Speaker:
Paul Kovacs, Founder & Executive Director,
Institute for Catastrophic Loss Reduction
Panelists:
Jacqueline Detablan, Vice President Specialty, CNA
Patrick Bourk, Principal and National Cyber
Practice Leader, HUB International Ontario
Imran Ahmad, Partner, Blake, Cassels &
Gradon LLP
1:30 – 1:45 p.m.
INSURANCE AGGREGATOR:
BROKER FRIEND OR FOE?
Brokers have long competed against
aggregators for insurance consumers’ attention,
and aggregators have made some inroads
into broker market share. But the relationship
between brokers and aggregators may not need
to be as adversarial as brokers think. Justin
Thouin, co-Founder and CEO of LowestRates.
ca, offers his thoughts on why aggregators
could actually be a broker’s best friend.
Speaker:
Justin Thouin, Co-Founder & CEO,
LowestRates.ca
1:45 – 2:15 p.m.
Concurrent Sessions
(Choose one of the Following)
SURVIVING THE HARD MARKET
How do you find new clients during a
tightening market cycle when you can barely
retain your current ones?

OR
RECRUITING TOP TALENT & MANAGING
THE FUTURE WORKFORCE
Join us in exploring new strategies that
brokers are using to recruit talent.
2:15 – 2:45 p.m.
Networking Break
2:45 – 3:30 p.m.
Afternoon Keynote
WHAT THE NEXT RECESSION
MEANS FOR YOU
Brokers know the impact of a global recession
on insurance: When economic times are tight,
clients are looking for a little bit more for a
little bit less. And claims risk is elevated when
clients start to penny-pinch. While Canada’s
economy has done relatively well so far, can
it hold out in a world of U.S.-China tariff
wars, Brexit, low interest rates, and upcoming
electoral changes both at home and abroad?
U.S. [economist] Charles Meyer tells Canadian
brokers what to expect in the future
Speaker:
Charles Myers, Founder and Chairman,
Signum Global Advisors
3:30 – 4:30 p.m.
CEO Panel
Moderator:
David Gambrill, Editor in Chief,
Canadian Underwriter
Panelists:
Carol Jardine, President, Canadian Property &
Casualty Operations, Wawanesa
Steve Phillips, EVP & COO, Sovereign
Insurance, part of The Co-operators
Rowan Saunders, President and Chief
Executive Officer, Economical
Jason Storah, Chief Executive Officer, Aviva
4:30 p.m.
Closing Remarks, LowestRates.ca Cocktail
Reception and CE Credit Verification
*Agenda subject to change

C-SUITE SPONSORS
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small business. What a difference a year
makes. Brokers have signiﬁcantly upped
their game in the small business commercial space.
Sixty-two per cent of brokers this year
reported that some portion of their annual commercial premium came from
small business. The numbers at the margins tell the story. Contrary to last year,
under one-quarter of brokers reported
that less than 20% of their commercial
premium came from small business.
And on the other end of the scale, four
out of ﬁve brokers said small business
represented more than 81% of their commercial premiums.
So what accounts for the big turnaround in the small business space?
Carriers appear to be offering more
and/or better small business coverage

and products. That came through loud
and clear when we asked brokers this
year to rate their satisfaction with the
current state of small business insurance
offerings. Last year, fully 86% of brokers
in our survey were either “very dissatisﬁed” (37%) or “somewhat dissatisﬁed”
(49%) with existing small business products and coverage. That turned on its
head in this year’s survey. Sixty-eight percent of brokers this year were either “very
satisﬁed” (20%) or “somewhat satisﬁed”
(48%) with the small business offerings.
But while brokers were generally more
satisﬁed with the small business product
offerings, they still see room for improvement in delivering those products to their
small business customers. In particular,
the success of selling in small
mall business
commercial lines has exposed
ed the ongo-

ing weakness in how brokers and carriers share data today. Put simply, technology needs to improve to help brokers
provide additional value to their small
business clients.
“Speed up quote times, or have better self-quoting platforms,” one broker
responded, when asked what carriers
could do to improve the sales experience
for small business customers.
Another broker bluntly expressed
frustration with existing platforms, recommending “digital quoting platforms
that actually work.” The same broker
urged insurance companies to “have
technical help available in real-time,
not via email. Tech problems [receive]
a three-days-later response. These programs are to speed up
gr
p service and accuaccu
racy,
majority
racy
ra
c , and the ma
majo
j ri
jo
rity
ty of them
em have bugs

Where should principals invest?
Listed below are several ways for broker principals to
spend their money to move the business forward. Which
of them works the best? And do their producers agree?

In the past 24 months, which of
the following practices have been highly
valuable to you or your brokerage?

Share of
owners

Share of
producers

71% 72%
55%

61%

60% 58%

61% 59%

58%
44%

40% 42%

33%
25%

CRM
systems

36

Customer service
technology

Customer
service training
& education

Customer-referral
program

Product training
& education

Sales training &
education

Search-engine
optimization of
your website
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or issues. The carriers themselves don’t
watch it closely enough to make sure
[they] are running right. It takes days to
get the issue/bug worked out. That is a
hard conversation to explain to the client
when they pay high premiums. They expect the programs to work [in a] timely
[fashion] and accurately.”
Brokers also expressed frustration
about being forced to use companies’ online, proprietary portals to obtain quotes
for small business customers. [See Caleb
Maksymchuk’s remarks in the sidebar
on Page 31.] This results in a re-keying
of information, brokers say — once into
the broker’s BMS (broker management
system), and then again into the company’s portal. Seventeen percent of brokers
this year said that they spent the “largest
percentage” of their time on “double entry” of client information for small business accounts.
Pricing has been an issue for brokers
in the small business area as well.
Commercial property claims have escalated for many carriers, based in part
on weather-related catastrophes and
some shrinking capacity, as insurers retool their strategies.
In small business lines, one broker
encouraged carriers to “gain a handle
on, and keep a handle on pricing! These
erratic price swings from year to year are
embarrassing and gives the impression
that the industry doesn’t know what it’s
doing. Any underwriter who adds at the
end [of a discussion with a broker] that,
‘If there is competition, we can likely do
something more,’ is written off by me
immediately.”
Without question, the hardening market cycle is a huge challenge for brokers.
And so why do brokers in our survey
love their jobs so much? Fifty-ﬁve percent of brokers this year rated their job
satisfaction as either a 9 or 10 (with 10
being “Extremely Satisﬁed”). And 71%
of brokers said they expect the ﬁnancial
performance of their brokerages to be
either somewhat better (60%) or much
better (11%) next year than this year.
It turns out that a hardening market is
a bit of a double-edged sword. On the one
hand, it makes it more difficult to ﬁnd
and keep clients. On the other hand, it

Where do you stand on a CRM?
You’re a producer and you think your customer relationship management (CRM) software is great, but your brokerage’s principal
isn’t as keen and wants to stick with just a broker management
system (BMS). How do you convince a principal that a CRM is a
worthwhile purchase?
“It all comes down to return on investment,” said Steve Earle,
president of Bedford, N.S.-based Bauld Insurance and a former board
member at the Centre for Study of Insurance Operations. “You need to show
the principal that top line and bottom line are both going to improve enough to justify
that additional cost, taking into consideration any decreases in efficiency that it would
present by having multiple entry into multiple sets of software.”
Top line, Earle explained, is the amount of revenue a company brings in. Bottom
line is profit margin. “So you’re going to bring in more revenue [with a CRM], that’s
great,” he said. “But if your expenses are greater than the revenue you bring in, then
why would you do it?”
The decrease in efficiency is an important consideration. “Imagine all your sales
team working in one system and your service team working in a different system.”
In Canadian Underwriter’s 2019 National Broker Survey, producers and principals
were for the most part aligned on the most “beneficial” investments that their brokerages have made over the past two years. But whereas producers ranked a new CRM as
Number 9 on their list, for broker principals, the value of a CRM plummeted down to the
16th spot on the list. Why?
Again, a lot of it comes down to expense, Earle said. “It’s more expensive and less
efficient to run multiple sets of software that aren’t talking to each other.”
What’s the difference between a CRM and BMS? In the simplest sense, the purpose
of a BMS is to manage policies and insurance accounting, whereas a CRM manages
the customer relationship and experience. Some BMS vendors have added features or
enhanced their products enough to use the BMS as a customer relationship management tool, “but they’re certainly not doing it as well as the pure CRM software people
are like Salesforce,” said Earle.
A lot of brokers just rely on their BMS. Earle said he is not aware of any brokerages
that only run a CRM-type software on its own. But he does know of one large digital broker that “purchased the cheapest BMS only to do their accounting and their downloads,
and they use Salesforce for everything else – managing the whole relationship with the
customer.”

can produce a positive residual effect on
some brokerages’ bottom lines, depending on how well the business is managed.
“[The] increase in personal lines rates
[is] driving gross written premium and
commission,” as one broker put it. Said
another: “With the marketplace being so
hard, we have done well at pricing new
business and keeping existing clients
through increasing premiums. We expect a 10% growth over the year.” Still
another reported beneﬁting from the
movement of clients created by higher rates. “Over the last two years, we’ve
picked up a considerable amount of qual-

ity business from dissatisﬁed clients.”
How this will play out next year remains to be seen. There are some signs
that regulatory reforms are in the works,
and that escalating prices will not be
here to stay. If regulatory reforms were
to be implemented today, some insurers predict consumers may start seeing
premium relief would likely ﬂow one to
two years later. In the meantime, brokers
looking to take advantage of the situation
are doing much the same as they always
have – only more so – to retain their desirable status as a “trusted advisor” to
their clients.
canadianunderwriter.ca | October 2019
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ON THE SCENE
Insurance-Canada.ca
Executive Forum
Aug. 28, 2019
Toronto, Ont.
Insurance-Canada.ca hosted its Executive Forum in Toronto, which
explored how technology is affecting the insurance industry. Among other
topics, panelists discussed how to work with insurtechs; technological
challenges facing brokers and carriers; the latest in digital platforms
and ecosystems; and how to take risks and innovate.
The event was hosted at St. James Cathedral Centre.

FIND MORE PHOTOS AT

CanadianUnderwriter.ca/gallery
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BROKERAGE OWNERSHIP

True Independence
If your brokerage generates good cash flow
and has a good book of business, there’s
a chance that an insurer or private equity
firm will want to buy you. If they do, is your
brokerage no longer independent?
By Greg Meckbach, Associate Editor

40
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I

f you were a teenager in the 1980s who
played arcade video games, recent developments in the property and casualty
insurance industry might remind you of
Pac-Man.
Imagine the white dots as small insurance
brokerage shops. The yellow player gobbling
them up represents the large ﬁrms — including insurers and private equity — that are
buying brokerages.
The current environment of mergers and
acquisitions within the P&C industry is very
busy, raising the issue of what it means for a
brokerage to be independent.
Some insurance professionals say a brokerage is not truly independent unless it is
owned by employees – speciﬁcally the brokers who are actually placing the business,
says Steven Frye, a Toronto-based partner
with Baker Tilly WM LLP.
“That’s always been the mantra of a number
of players in the marketplace for as long as I
have been in the consulting world of insurance
brokerages,” Frye says of his 30-plus years in
the business of advising brokerage owners.
Frye was a partner with CW Partners
(known in part for its Crystal Ball event) before CW merged in 2018 with Wolrige Mahon and Collins Barrow to form Baker Tilly.

Is the advice independent?
Certainly, many brokers would argue that a
brokerage loses its independence when it is
not owned by brokers. They would cite the
example of an insurer or a private equity ﬁrm
owning the brokerage.
But the key question is not so much who owns
whom, says Colin Simpson, CEO of the Insurance Brokers Association of Ontario (IBAO).
Instead, ask whether the advice that the broker
gives to the consumer is independent.
For example, in an insurer-owned brokerage, as long as parent company does not provide an incentive to place with that insurer,
the brokerage can be considered independent,
Simpson says. “What we try to advocate to
consumers is the quality of that advice,” he
says. “So, there is conﬁdence in getting the

correct insurance advice when you approach a
broker, regardless of the corporate structure.”
In its membership rules, IBAO says a brokerage is not truly independent if a ﬁnancial
institution has “de facto control” over it, says
Simpson.
But regardless of who the ultimate owner is,
if a brokerage is operated in accordance with
the Registered Insurance Brokers of Ontario
(RIBO)’s code of conduct, then consumers are
getting independent advice, says Simpson. He
refers to section 14, paragraph 7.1 of RIBO’s
code of conduct, which states: “A member
shall disclose in writing to a client or prospective client any conﬂict of interest or potential
conﬂict of interest of the member that is associated with a transaction or recommendation.”
So, if the consumer is not getting independent advice – if there is inﬂuence by ownership to place business with one ﬁrm instead
of another – then this should be disclosed to
the customer. “I think the importance here
is not the corporate deﬁnition of independence,” says Simpson, “but obtaining for
consumers advice independent from inﬂuence. That’s the real key.”

Structure matters
What about the situation of a holding company, which can own multiple corporate entities?
On the matter of corporate structure,
Simpson draws a distinction. On the one
hand, an insurance carrier could own a brokerage outright. On the other hand, a holding
company could own a carrier and brokerage
as separate legal entities. Simpson points to
Intact as an example of the latter. The publicly-traded company is Intact Financial Corp.
The Canada Brokerlink Inc. subsidiary is
a separate legal entity from the insurers,
which include Intact, Belair, Jevco, Novex,
The Nordic, Trafalgar and OneBeacon.
Some brokers are very particular about
merging with or selling their business to entities that may be associated in some way with an
insurance company or direct writer, Frye observes. To whom they sell to is a matter of personal choice, circumstances, and philosophies.
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“Insurance
companies
have been
taking
positions in
insurance
brokerages to
protect [the
brokerage’s]
business.
“The question of independence comes
up quite often,” says Frye. “Depending on
how a broker feels about being directly involved, it will often inﬂuence to whom they
will sell or with whom they will merge.”
In Ontario, the signs of a consolidating brokerage market are clearly present. At least one out of 20 IBAO member brokerages (5% to 7%) merge in any
given year, Simpson reports. Among
IBAO members, the number of individual licensed brokers is increasing,
while the number of single businesses is dropping. IBAO estimates 95% of
Ontario brokerages have 100 or fewer
employees while 97% have 100 or fewer
licensed brokers. Slightly more than a
third, or 35%, have ﬁve or fewer licenced
brokers; another 23% have six to 10.

Preserving the channel
Last year, High River, Alta.-based Western Financial Group expanded into
Ontario with the acquisition of Axion
Insurance Services Inc. and DMW Insurance Ltd. At press time, Western
Financial had nearly 180 brokerages,
most of them based in Western Canada.
Western is owned by Trimont Financial
Ltd., a subsidiary of The Wawanesa Mutual Insurance Company. Trimont acquired
Western in 2017 from Desjardins. At that
time, media reports quoted Wawanesa
CEO Jeff Goy as saying Trimont bought
Western Financial as “an investment in
distribution of insurance through brokers,
to preserve that channel.”
42

Desjardins, which bought Western
in 2011, was using the Western Financial brand to access markets that would
have been difficult to access otherwise,
Sylvie Paquette, then-president of Desjardins General Insurance Group, said
at the 2015 CIP Symposium.
For its part, BrokerLink acquired
three brokerages in Alberta alone this
past May. Intact declined to comment
for this article but Paul Meyer, BrokerLink’s head of acquisitions, told Canadian Underwriter earlier that BrokerLink
did 35 acquisitions in 2017 and 2018 and
plans to keep going at the same pace.
“We like a stake in the ground in the
communities we are in,” Meyer said at
the time.
Another brokerage with an owner
that is associated with a carrier is Noble
Insurance Limited, which has offices in
Barrie, Collingwood and Alliston, Ont.
Noble was acquired by Gore Mutual in
2017. Noble says the acquisition by Gore
has “no impact” on which company Noble places a client’s insurance with.
For Gore, the reason for buying Noble
was similar to Wawanesa’s rationale for
buying Western Financial. During the
2017 IBAO convention, Gore CEO Heidi
Sevcik said the Noble deal was partly about
securing Noble in the broker channel.
Quite often, changes in ownership lead
brokerages to lose their books of business,
either to a competitor or to a direct or
agent company, Sevcik said at the time. A
recent example of this is Cadieux Beausejour Dupras Inc., a brokerage based in
Saint Jérôme, Que. The Co-operators
Group Ltd. announced Aug. 27 it is buying Cadieux Beausejour Dupras, which
will become a Co-operators agency.
Eight months earlier, the Co-operators bought two Ontario brokerages:
Redfords Insurance Brokers, located in
Pickering, as well as Robinson & Associates Insurance Brokers, which has ofﬁces in Niagara Falls and Ridgeway.
“Insurance companies have been taking positions in insurance brokerages
to protect [the brokerage’s] business,
and/or because they are committed to
distributing or having their business
or product distributed through them,”
says Frye. “Larger brokerages want to

continue growing; they ﬁnd it strategic
to buy smaller brokerages that they can
tuck into their existing plant and be able
to develop bigger books of business with
their insurance carriers.”

Here comes Wall Street
Some brokers do not think you are independent if you are owned by passive investors such as private equity, Frye observes.
One private equity ﬁrm with a major
ownership stake in some major Canadian
brokerages is San Francisco-based Hellman & Friedman LLC. Funds managed
by Hellman & Friedman own the majority of Chicago-based Hub International
Group, which acquired 13 Canadian brokerages in Canada in 2018 alone, as A.M.
Best reported this past July. Hub’s Canadian companies include HKMB Hub and
Totten Group, as well as online brokerage
Insurance Hunter.
Publicly-traded ﬁrms that are buying
Canadian brokerages include Arthur J.
Gallagher & Co., which acquired Jones
Brown Inc. this past January. Last year,
Gallagher acquired Palmer Atlantic, a
New Brunswick brokerage specializing
in trucking.
One privately-held ﬁrm, Princeton
Holdings, based in Cambridge, Ont., owns
a brokerage, a managing general agent,
and a carrier. However, Princeton announced in August that it has agreed to
sell its carrier, The Guarantee Company
of North America, to Intact. Princeton is
keeping retail brokerage Cowan Insurance Group while agreeing to sell its MGA,
Frank Cowan Company Limited, to Intact.
At press time, the sale of The Guarantee
and Frank Cowan to Intact had not closed
and is subject to regulatory approval.

Regulatory watchdogs
What happens if the ownership among
carriers and brokerages becomes so concentrated that consumer choice becomes
a concern? Would regulators step in?
Provincial
Brokers’ market conduct is provincially-regulated. In Quebec, for example, “there are rules in place that limit
ownership of ‘ﬁnancial institutions, ﬁnancial groups or legal persons related
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thereto’ in damage insurance ﬁrms that
act through brokers,” says a spokesman
for the province’s ﬁnancial services
regulator, Autorité des marchés ﬁnanciers (AMF). “Firms must also disclose
to clients the business relationships that
they have with insurers.”
Federal
Canada-wide, the federal Competition
Bureau keeps tabs on acquisitions. CAA
Club Group’s acquisition of Echelon Insurance is just one merger that was subject to review by Competition Bureau,
which conﬁrmed this past spring that
it had no objection to the CAA-Echelon
deal, which has since closed.
When reviewing a proposed merger, the Competition Bureau looks at a
number of factors including the market
share that the combined entity would
have if the deal were to close. Once the
Competition Bureau deﬁnes a market,
they generally do not challenge a merger if the combined entity would have no

more than 35% market share, says Paul
Collins, a lawyer who heads the competition and foreign investment group of
Stikeman Elliott LLP. This 35% market
share guideline is generally referred to
as a “safe harbour.” The safe harbour
guide does not mean that one is homefree if the combined entity would have
34% market share, nor does it mean that
one would have a major problem if the
combined entity would have 36%, said
Collins. What it does mean is that over
35%, the review gets more involved.

Why the beat goes on
Well-run brokerages are piquing the interest of private equity ﬁrms – from the
U.S. in particular, suggests Frye.
“I think folks outside of the industry
are becoming aware of facts that people
in the industry have known for a long
time, and that is, well-run insurance
brokerages are excellent cash ﬂow-generating units,” says Frye. “What that has

led to – and this is more recently prominent – is that we have a number of players from outside the industry coming
into Canada to look for opportunities in
the insurance brokerage world.”
There is also the technology piece.
“Consumer servicing requirements
continue to evolve,” says Simpson.
“Quite often, that requires larger investments in technology and capability
that sometimes – not all the time, but
sometimes – is generated through scale.
When you are investing large sums of
money in technology, it gets difficult,
if you are a smaller size. As delivery of
products and services evolves, I think
you will see the pace of mergers and acquisition pick up.”
As long as brokerage owners from the
Baby Boomer generation are thinking
of succession plans, those brokerages
will continue to be fodder like the dots
in the Pac-Man maze. “There’s always
more demand for brokerages than there
is supply,” Frye says.

Where Protection Meets Performance
GameDay provides specialized, aﬀordable insurance solutions for
sports, recreation, and events in Canada.

gamedayinsurance.ca

1.866.661.7507

canadianunderwriter.ca | October 2019

p40-54 OCT19 Features.indd 43

43

2019-09-20 12:31 PM

FEATURE l RETAINING CLIENTS

RETAINING CLIENTS

Re-capturing your
client’s attention
With premiums rising and coverage
shrinking, clients have wandering eyes.
How do you keep your clients loyal to you
when they are exploring other options?

ditor

By Jeff Buckstein, Freelance Writer
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P

ersonal line brokers must
work even harder in today’s
challenging market just to
hold on to their current client base.
“Of course, we always want new
business,”
bu
says Linda Dolan, owner of Alport Insurance Agencies
Inc.,
In a small agency with nine employees,
in Port Alberni, B.C. “But
pl
what
w
happens in a hard market is,
because
be
we’re spending so much
time
tim re-marketing for our existing
customers,
cu
it gets difficult to have
time
tim to ﬁnd that new business.”
In a hard market cycle, it is important,
po
ﬁrst and foremost, to retain
existing
clients, emphasizes Dolan,
ex
who
is also a vice-president with
w
the
th Insurance Brokers Association
of Canada (IBAC) and a past president
de of the Insurance Brokers Association
of British Columbia.
cia
Generally speaking, in a hard
market,
insurers will reduce capacm
ity in business lines where claims
costs
are high. Consumer choice
co
is similarly reduced, because insurers
are less willing to take on
su
new
ne risks, thus driving up prices,
explains
Vicki Livingstone, owner
ex
and
an general manager of Freeman
Insurance
Agencies Ltd. in InnisIn
fail,
fa Alta.
“A number of factors are contributing
to the hardening of the marut
ket
ke in personal lines, particularly
on the auto side,” says Livingstone,
president
of the Insurance Brokers
pr
Association
of Alberta. Because
A
insurers
are using capacity earin
marked
for personal property lines
m
to “offset some of the losses in auto,
it is creating a bit of a hardening
market
on the home side as well,”
m
she
sh elaborates.
Customers seeking insurance
are
ar typically always price conscious,
regardless of market consc
ditions.
But they are more likely
di

to shop around to try and secure a
better deal with a competitor in difﬁcult times.
“It’s one thing to have your policy go up by three or four percentage points, or by $50 or $100,”
says Gina McFetridge, president of
Archway Insurance Inc. in Halifax.
“But when your premium suddenly jumps $500 — or it’s up 100% or
200% over the previous year and
you’ve had no claims — you absolutely become price-sensitive.”
That leads to a lot of customers
looking for greener pastures. “The
volume of clients who are calling
and asking, ‘Is there another option? Can you look for me?’ is very,
very high,” reports McFetridge,
chair of the Insurance Brokers Association of Nova Scotia (IBANS),
and a director with the IBAC. “So
we’ve had to switch out the roles a
little bit within our brokerage to be
able to keep up with the demand.”
To maximize their chances of retaining clients, Archway is trying
to provide them with the best deal
for their policy. Some of the ﬁrm’s
nearly 200 employees work exclusively at re-marketing. Part of that
process involves re-examining personal policies for potential savings
such as home or auto discounts
they may have failed to take advantage of in the past. Another option
is to ask policyholders what steps
they have taken to reduce their risk
of a loss. If, for example, a client has
replaced a leaky roof or removed a
wood stove, that might help reduce
home premiums.
“We’re being a lot more proactive and working a lot harder to try
to make sure that no stone is unturned with our current provider,”
McFetridge says.
Livingstone says Freeman Insurance is trying to maximize discounts by combining home and auto
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Insurance pricing is also driven by
global claims events, and clients may not
understand how an international event
such as an earthquake in Chile can also
affect their premiums.
insurance policies for clients wherever
possible. Furthermore, if clients are able
to provide a credit consent, they might be
eligible to receive credit discounts.
“You have to let them know that you’re
working on their behalf,” says Livingstone.
The ﬂip side of clients leaving brokerages to seek a better deal elsewhere is
to show loyalty to brokers who provide
outstanding advice. Therein lies opportunity for brokers during a hard market.
“A hard market gives the broker the
chance to really advocate on behalf of
that customer,” stresses Chris Floyd, immediate past president of IBAC, and also
president of Waterloo Ont.-based OTIP/
RAEO Insurance Brokers Inc., a provider
of home and auto insurance to the education community. “If a market is taking action that isn’t in that consumer’s best interests, we have that opportunity to really
work for that customer to help them out.”
For example, in response to insurers
having implemented more stringent
underwriting rules, leading to the removal of Section C [physical damage or
collision] coverage, brokers have used
their access to multiple markets to serve
those consumers better, Floyd says.
“Another example is insurers mailing
applications to consumers directly and
requiring them to be completed prior to
renewal. In most instances, a consumer
needs assistance with that, so the broker
is there to help.”
Brokers are always seeking ways to
differentiate themselves and to add value,
products and services — including technology designed to improve efficiency.
But innovation is inﬂuenced by the reg46

ulatory environment, and not necessarily
driven by a hard market, say experts.
“It’s challenging,” Floyd elaborates.
“We’re all struggling as an industry to
look for ways to add more and more value to our customers, because the products are so deﬁned and, especially on the
automobile side, so regulated.”
Client education imperative
For many brokers, a key strategy to retain clients during a hard market is
transparency. This means educating
clients about the underlying conditions
and drivers within the industry that ultimately have an adverse effect on consumers’ pocketbooks.
Floyd notes that OTIP/RAEO has developed some information tools, along
with op-eds, to help educate clients
about the underlying market conditions.
“I see more of an uptake with brokers
letting their clients know what’s happening,” Livingstone says. “That seems
to be a big topic of discussion.”
It is a sensitive task. Brokers in Nova
Scotia have been provided with speciﬁc training by IBANS to help deal
with these tough conversations, says
McFetridge.
“If you explain to people why this is
happening — that we’ve got all these
events happening in the world and insurers are cutting back on markets —
then most people will get it,” says Dolan.
But those conversations can also yield
widely varying results.
People may understand that there
have been many ﬂoods resulting in water damage claims, and that wildﬁres
have destroyed homes across Canada;

and that these events, in turn, have contributed to escalating premiums. But
insurance pricing is also driven by global claims events, and clients may not
understand how an international event
such as an earthquake in Chile can also
affect their premiums, says Dolan.
For other clients, the decision comes
down to a very simple calculation: bottom line affordability, which can cut two
ways for brokers.
“We’ve had people coming in here,
people for whom we’ve been able to
place business, who were paying more
through some other broker,” says
Dolan. “So maybe that is a little bit of an
advantage in a hard market — people
are deﬁnitely looking around.”
On the other hand, the fact that people are looking means it will be more
difficult for brokers to convince the
price-shoppers to stick around. In some
instances, that might mean bulking up
on available staff.
McFetridge says her company has
sufficient staff to devote to doing the
extra work needed to retain existing clients. In addition, she has staff working
in a sales role whose focus is “taking
advantage of opportunities, as more and
more people are shopping or displaced
by their current company.”
Brokers stress the need for strong
communications and nurturing relationships with both clients and insurers at all
times, particularly in a hard market.
“Before the consumer gets the renewal
in the mail, and their jaw hits the ﬂoor,
and they start clicking online to ﬁnd a
cheaper price, we want to make sure we
call ﬁrst to say, ‘We understand the premium is up, here’s what we’re going to do,’”
says McFetridge. “So they know…we’re
doing everything we can to try to work
with them to control the cost, within the
constraints of where the market is now.”
“My best advice is to stay even closer to your customer than you would in
what you might call a ‘normal’ time,”
says Floyd. “Be communicative. Listen
to what the consumers are saying. The
[dialogue with] consumers helps mould
the feedback that we give to insurance
companies and to regulators when we’re
lobbying to those parties.”
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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
PGGJDFSTPGQSJWBUFDPNQBOJFT 
OPOQSPGJUDIBSJUJFT BOEVOJPOT

COMMERCIAL OFFICE
We cover offices for
commercial general
liability QSPQFSUZ and
business interruption.

• $PNQFUJUJWFrates   25% commission • Exclusive online products
• 2VPUF CJOEBOEJTTVFQPMJDZEPDVNFOUTJOBNBUUFSPGNJOVUFT
Dedicated claims service • Available 24/7
• Easy onlineOFXCVTJOFTT renewal and endorsement issuance
• /PCSPLFSBHFDPOUSBDUSFRVJSFE

Get set up! Contact our online team at broker.support@markelintl.com
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In the competitive
world of insurance sales,
you only have one chance
to hit a home run. How do
you knock your business
pitch out of the park?
By Adam Malik, Managing Editor

48

I

t’s a challenge familiar to most brokers: Ten
producers each make a sales pitch to one
prospective client. Which pitch will the client choose?
Welcome to the competitive, dog-eat-dog
world of sales – only this time, the stakes are
different. Brokers are playing for pride at the Pitch
to Win competition held in June by the Young Brokers Conference (YBC), hosted by the Insurance
Brokers Association of Ontario (IBAO).
In the Pitch to Win event, 20 teams of brokers
were given the mission of winning over a client with
a business pitch. Teams were split up between commercial and personal coverage lines. Ten commercial lines teams were given a scenario in which they
had to update the current policy of a commercial
operation. Ten personal lines teams had to update
a homeowner policy. Armed with some additional
details about their clients’ needs and wants, teams of
relative strangers were put together to come up with
the best way to pitch a package that would suit the
needs of the prospective client.
The mission wasn’t about coming up with the
best product offering. The goal for each team was to
deliver the best pitch during a ﬁve-minute presentation window.
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In other words, it was more about style — the art of the
pitch — than substance.
“A big thing that I try to do in my regular business, and
it really hit home here, is trying to not make it about insurance,” said Scott Sleightholm of Kenny Insurance Brokers in London, Ont., who was on the winning commercial
lines team. “Yes, you’re selling insurance, but learn about
their business. We talked to her. We asked questions.
What are her needs? What are her wants? What keeps her
up at night? So, really, speak to the client. Don’t just ramble
off technical terms and coverages and numbers.”
Although numbers, coverages and the like are all important, said teammate Mike Shepherd of Will Marshall
Insurance Brokers in Barrie, Ont., it’s not what the client
wants in the end. They want to make sure you’re taking
care of their business needs.
The winning personal lines team took a similar approach. During their presentation, they didn’t mention
the cost of the coverage they offered.
“We stayed focused on our understanding of her family’s
needs,” said Thomas Watson, Jr. of Guardsman Insurance
Services based in Kanata, Ont. “We did a lot of, ‘When we
[ﬁrst] talked to you, you mentioned that this was important to you,’ and, “Here is our solution to make sure, should
something happen, you can pick up and carry on.’”
Teammate Alex Varney of TW Insurance Brokers in

Waterloo, Ont., noted that they were told that price didn’t
matter to the prospective client. Knowing that, the team
emailed the full proposal, price included, to the prospective client before the ﬁve-minute meeting – the only team
to do so. The purpose of their pitch was to show that they
were experts in the coverage areas she wanted.
They also took the unique approach of bringing all ﬁve
members of the team into their ﬁnal pitch. Most other
teams only brought two members to the table.
“Rather than trying to have one or two of us speak to
everything, we each picked a portion that we had a lot of
expertise in and drilled down into that ourselves,” Watson, Jr. explained.
Varney handled the pitch’s intro and wrap-up, while
the other team members – Paul Stewart of Cambrian
Insurance Brokers, Lindsay Carder of Joslin Insurance,
Thomas Watson of Guardsman Insurance Services, and
Rebecca Grech of McConville Omni Insurance Brokers –
handled the speciﬁc coverage areas of property, auto, marine, and umbrella.
“It was really highlighting that it was a team approach
and that our approach was based on her family, not based
on the product,” Watson, Jr. said.
Showing expertise in an area is one thing, it’s another to
avoid talking over the client. This was the focus of the winning team in commercial lines, which included Harrison
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PITCHING ACES
(PERSONAL LINES)
(From left to right): Mike Virley of
Trillium Mutual Insurance (cheque
presenter), Alex Varney (TW Insurance
Brokers), Paul Stewart (Cambrian
Insurance Brokers), Lindsay Carder
(Joslin Insurance), Thomas Watson
(Guardsman Insurance Services),
Rebecca Grech (McConville Omni
Insurance Brokers).

PITCHING ACES
COMMERCIAL LINES)
(From left to right): Mike Virley of Trillium
Mutual Insurance (cheque presenter), Scott
Sleightholm (Kenny Insurance Brokers),
Harrison Bateman (Smith Williams &
Bateman Insurance Brokers), Michelle
Moore (Acumen Insurance Group), Joanna
Mendonca (Staebler Insurance), Michael
Shepherd (Will Marshall Insurance Brokers)
and Jessica Schiepan (McFarlan Rowlands
Insurance Brokers) (not pictured).

Bateman of Smith Williams & Bateman
Insurance Brokers, Michelle Moore of
Acumen Insurance Group, Joanna Mendonca of Staebler, and Jessica Schiepan of
McFarlan Rowlands Insurance Brokers.
“That’s the ﬁnesse, that’s the balance,” Shepherd said. “You have to let
clients know that you know what you’re
talking about, but you don’t want to bog
them down with the technical jargon.
[Our prospective client] was saying,
‘Your job as an insurance expert is to
do the insurance. I don’t want you to
teach me how to be an insurance broker.
I want you to be my insurance broker.’”
For Sleightholm, the competition reinforced an old lesson: keep it simple. He
was careful to describe everything using
laymen’s terms. “I know it sounds like
a broken record, but you can spew out
‘privacy liability, ﬁrst party, third party,
50

defence costs, mitigation,’” he said. “Just
break it down. You want to be protected?
This is how you’re going to be protected.”
What makes for a good sales pitch?
Preparation. Take off your broker hat and
read your pitch as if you don’t understand
insurance, Sleightholm advised. Would
an industry outsider be able to keep up?
“I do that all the time,” Shepherd added.
“I bounce things off family and friends. I
say, ‘This is how I’d like to say it. Do you
understand what I’m saying?’”
The personal lines team used what Varney called “a tried-and-tested approach.”
Instead of ﬁguring out the details of the
pitch right off the bat, they planned out
the framework of their presentation. “We
decided the way our presentation would
look before we ﬁgured out what we were
going to talk about,” Watson, Jr. said. “We
determined how we were going to intro-

duce things, and then what the basic ﬂow
would be before we even started looking
at the coverages and solutions.”
It helped keep them on task. “We had
an hour and 15 minutes to put together
a fairly complex proposal. By knowing
what we were trying to do, and who was
responsible for what portions before
we began, it really helped us streamline
things rather than trying to have one or
two people talking to every point,” he
added. “Each of us were able to take a
portion of the presentation and work
on that, to make sure that each portion
covered everything we could think of.”
Working with brokers they had just
met helped to kick the winning commercial brokers out of their routine.
“We get into our everyday life, the
mundane day-after-day, going through
the motions without thinking about
it – sell this, sell that, quote this, quote
that,” Sleightholm said. “So, it’s nice for
the YBC to take that step back, take that
refresh of what we should be doing or
those simple things you forgot about.”
It also reinforced the fact that clients
are probably hearing about the same
options from other brokers. It was a
lesson in making yourself stand out. “It
was nice to see the different ways to do
the same thing,” Shepherd said. “Everyone had their own spin to it, and you
can take it back to the real world when
you’re pitching to your clients.”
So, what’s the most important part of a
pitch? Knowing what your client is looking for and tailoring your approach accordingly.
“Don’t answer questions they haven’t
asked, and don’t suggest things that you already know they’re not inclined to want,”
Watson, Jr. said. “That’s the cool thing
about being a broker. Our job is to look after our clients’ needs. If you are doing your
job correctly, your clients are going to identify 90% of their needs for you.”
Each winning team took home a prize
of $2,500.
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Mitigating the risks that come
with cannabis cultivation

I

t has been one year since recreational cannabis has been legal in
Canada. The number of federally licensed producers has more
than doubled since this time last year to 226 and it doesn’t look
to be stopping anytime soon. And it’s not just the producers who
are involved.
Everyone from cultivators, processors, distributers, retailers,
transporters and storage facilitators are playing in the new
landscape. As a result, legalization has opened up many new
business opportunities. But along with those opportunities come
new risks.

Add the legalization of edibles and other forms of cannabis
this December and things get even more complicated. It’s not
surprising that many insurers continue to be hesitant to insure
cannabis operations due to their novelty, including the lack of
BK@HLRGHRSNQX KNRRDR@MCC@S@ #HQDBSNQRîNEãBDQRKH@AHKHSX 
product liability and crop insurance also continue to be question
marks for many.

Reducing risks
The newest (and perhaps biggest) source of risk lies within
cultivation. Cultivating cannabis isn’t easy and brings with it a
number of new issues that brokers need to be aware of when
writing business for their cannabis cultivator clients. Even though
the industry is heavily regulated, risks are still abundant, particularly
because cannabis hasn’t been produced on the scale it is now (at
least legally).
Part of the risk equation is the fact that many cannabis cultivators
operate in greenhouses that were previously used for other
agricultural activities and were designed as such. This means
that cultivators need to take into account how the cultivation
of cannabis differs, including re-evaluating the greenhouse
structure, examining how to make oil extraction safe and
ensuring the safety of mother plants.
RSA’s Underwriting team has put together several questions that
brokers can ask their cannabis cultivator clients to ensure that
operations continue safely. Note that this list is not intended to
be exhaustive and consultation with RSA’s Risk Control Team can
DRS@AKHRG@FQNTMCVNQJ@RD@QKX@R@E@BHKHSXRãQRSOK@MMHMFRS@FDR
• How is your facility constructed? In order to satisfy RSA’s
requirements for well-funded and large-scale operators,
cannabis facilities are ideally constructed using approved
construction materials. Examples of these materials would
include FM/ULC rated insulated panels where climate control
is a priority. Choose diffused Dutch glass over lightweight
polycarbonate for greenhouses. Polycarbonate panelling
HMBQD@RDRSGDãQDKN@C@MCB@M@CCETDKSN@ãQD DRB@K@SHMFSGD
scale of a loss.
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• Where do you keep your mother plants? Mother plants
contain the genetic material required to keep operations
running. Cultivators should take special precautions to avoid
contamination and stock spoilage, and if possible, house them
off-site. Isolating this valuable genetic material in an area of the
facility where smoke and other contaminant movement can
be eliminated can effectively reduce the downtimes between
cultivation cycles and provide ready clones.
• Do you have the power needs you require? Modern cultivators
utilize what’s known as CHP or combined heat and power
(sometimes referred to as cogeneration). These large generators
can supply whole facilities; however, if not cared for correctly,
lost heating in winter or lighting cycles becoming interrupted
can have devastating yield consequences. RSA has equipment
breakdown consultants who can assess the demand and offer
solutions where maintenance is required.
• Do you have a backup plan? In insurance we refer to this as
having a contingency or business continuity plan. These plans
can include off-site stockpiles, reciprocal agreements with other
growers or local response teams who are trained to handle
delicate equipment and situations.
While Canada’s cannabis industry is in its infancy, you and your
clients don’t have to wait for an adverse event to take hold and stall
their operations. Mitigate risks early and effectively to ensure you’re
your cultivator clients are prepared.
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IBAO CONVENTION
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Peace of mind coverage,
DAY AND NIGHT.

At A.M. Fredericks Underwriting Management Ltd., we believe that experience
makes all the difference. That is why you can count on us to provide peace of
mind coverage for all your clients’ needs.
As one of Canada’s leading federally licensed Managing General Underwriters,
our national expertise in niche and non-standard commercial liability, professional
liability and property risks is second to none.

Visit us at www.amfredericks.com to learn more!
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DATA STANDARDS

Washing away Z-codes
Carriers have made signiﬁcant strides in ridding their systems of
nefarious Z-codes. Here’s an update on their mop-up operations….
BY MONICA HANNA, Business Solutions Deliver y Lead, CSIO

S

tandardized data may not generate
a lot of media fanfare, but it plays a
major role in making our lives easier.
Take the example of a grocery store:
the items you buy come with a standardized barcode. Why is this important?
Managed barcodes allow stakeholders
all throughout the supply chain to use
the same ‘language’ when they’re talking
about an item. This form of standardization enables systems to talk to each other
about the same food item with little or no
human intervention required.
Everyone beneﬁts from this. Customers have a seamless, hassle-free experience making their purchases. Manufacturers, distributors and store owners
attain valuable data insights regarding
product inventory, customer purchasing

behavior and marketing opportunities.
Like the success of the barcode in the
grocery sector, the insurance industry
beneﬁts in the same way by using Centre for Study of Insurance Operations
(CSIO)’s EDI and XML standards.
CSIO’s standards are the complete
source for data elements that are used to
exchange information for personal lines,
commercial lines, and claims. Using the
same data standards, brokers and insurers are able to exchange the correct information between their customer management systems. Data elements such as a
policyholder’s name, for example, won’t
be confused with the name of the broker.
The standards are designed to cover business messages such as eDocs, auto, property, liability, crime, claims and billing.

The reality for brokers
Despite the existence of a complete source
for standardized coverage codes, many
insurers still use proprietary “Z-codes”
to identify coverages on a policy. These
codes fall outside recognized industry
standards. Commonly used for temporary purposes or legacy system workarounds, Z-codes are no longer needed,
nor are they a quick and easy solution.
Too many Z-codes are representing
coverages today, creating obstacles for
brokers to process, run accurate reports
and access an insureds information.
Why is this a headache for brokers?
Brokers need rich data about their customers. More data means clearer customer insights and the opportunity for
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Want something real?
Real people. Real relationships. Real expertise.
Find out more about our specialty insurance,
warranty and surety solutions.
Visit www.trisura.com
a step above
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How many Z-codes are there?

• 65 insurers used Z-codes over the past year. This makes up 12% of all codes
used during this period.
• The total amount of all coverage codes sent out last year: 530 million codes
brokers to drive business forward by identifying opportunities to upsell insurance.
The use of Z-codes, however, impedes
this possibility. For example, a broker
that wants to promote a complementary
product to their customers who already
have ﬂood insurance, would have trouble
searching their databases and generating
an accurate report for people who have
ﬂood coverage. Why? Because some insurers may use a custom Z-code for ﬂood
coverage instead of the standard industry code. As a result, the broker will have
incomplete and inaccurate data, denying
them an opportunity to identify new
sales leads, affecting both the brokers
and the insurers book of business.
Value of standardized coverage codes
Organizations need a better way to get
value from their data and stay at the
forefront of innovation. Insurance is
no different: brokers must tailor their
products to customers’ needs. With the
use and implementation of standardized
coverage codes, all stakeholder can realize the following beneﬁts:
• Accurate reporting
• Targeted marketing
• Improved customer experience
• Operational efficiency
• Seamless data exchange
“In today’s competitive and changing insurance marketplace, data-driven
business insights are critical,” says Bob
Armstrong, owner of WW Smith Insurance Ltd. “Leveraging clean data, meaning no Z-codes, makes it possible to analyze your book of business in a new way,
allowing you to proactively create value
for your customers.”
Faster to adopt standard industry codes
CSIO’s National Standards Working
Group meets monthly to review and ap-

prove submitted requests for new codes
to reﬂect changing business requirements and emerging technologies. These
meetings give members a frequent, agile
process to get standard codes, rather
than introducing a new Z-code.
As products evolve and information
needs change, the data standards used
to transmit insurance information between brokers and insurers must be
updated. Over the last three years, the
working group has introduced close to
400 new codes. The number of working

group members has tripled in that time,
showing a commitment by the industry
to make changes and remain compliant
with the standard.
There is signiﬁcant momentum in the
industry for carriers to become Z-code free.
Currently, 25% of CSIO member insurers
have received Z-code free certiﬁcation. That
number was only 7% two years ago.
Eliminating Z-codes
CSIO works with insurers to analyze
their Z-codes and help identify which
ones can be replaced with standard
codes going forward. All of this means
brokers can expect to see a sustained
decline in Z-codes that promises better
customer data in their Broker Management Systems.
CSIO is a national association of P&C insurers,
brokers and software providers that oversees the
industry’s technology standards and solutions.

BY THE NUMBERS

1991-2019
CANADA’S TOP 10 INSURED CATASTROPHES
New to the list is Ontario and Quebec’s 2018 hail and windstorm (listed as Number 6).
The spring storm was more expensive to insurers than the Slave Lake, Alta. wildfire of 2011.
Year

Date

Location

Event

Loss and Loss
Adjusted Expenses

2016

May

Fort McMurray, Alberta

Fire

$3.753 billion

1998

January

Quebec, Ontario,
New Brunswick

Ice Storm

$1.574 billion

2013

June

Alberta

Flooding

$1.599 billion

2013

July

Ontario

Flooding

$924 million

2005

August

Ontario

Tornado/Hail

$625 million

2018

May

Ontario and Quebec

Hail/Windstorm

$680 million

2014

August

Alberta

Hail/Windstorm

$546 million

2011

May

Slave Lake, Alberta

Fire

$528 million

2012

August

Calgary, Southern Alberta

Hail/Windstorm

$521 million

2010

July

Calgary, Southern Alberta

Hail/Windstorm

$487 million

All dollar values in Canadian funds

|

Source: A.M. Best
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HAMILTON
PRINCESS &
BEACH CLUB

An Essential Forum for Risk Exper ts

REGISTER NOW: BERMUDA.ICRMC.COM
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DATA PRIVACY

Lock and Key
The P&C industry is well aware of the impact of privacy breaches.
So what are insurance professionals doing to protect their own customers’ data?
B Y J O R D A N P R O K O P Y, Partner, Cybersecurity & Privacy, National Privacy Practice Leader, PwC
B Y J O H N K N O T E K , CEO, ClearPay Corporation

T

he data economy has been coined as
the Fourth Industrial Revolution.
More data has been created in the last
two years than ever before, and we continue to create it at accelerated rates (2.5-quintillion bytes per day). For companies, more
data creates better insights; these can help
enhance services, increase revenue, and
improve customer satisfaction.
With data comes great responsibility. Organizations must conform with
privacy laws and regulations, maintain
robust data security measures, and provide transparency and choices to their
customers.
The privacy of consumers’ informa-

information with insurance companies.
This is done predominantly over email,
including month-end reporting with
hundreds or thousands of policyholders’
private information. Although email is a
simple way to move information, it is not
necessarily a secure method for sharing
information, and it is highly prone to human error. Are you encrypting and password-protecting your information?
The risk to the business extends beyond security. What about your data and
analytics teams? How are they using data
to support use cases, such as determinSecure data to reduce risk
One security risk that merits consider- ing insurance premiums? Can they use
ation is how insurance brokerages share all the data they have and in which ways?
tion is of particular interest to the insurance industry, which is fundamentally
reliant on the collection and use of data.
Insurance brokers are on the front lines
of data collection, storage, and sharing.
They gather the necessary information
- through web forms, email exchanges,
mail, and paper forms - to quote and bind
various forms of coverage. Much of it
ends up in broker management systems,
email systems, insurance company portals, and various cloud environments.
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It’s time to celebrate our Institute graduates
Our graduates have worked hard for their designations and are deserving of our full recognition.
Mark your calendars for a special occasion, supporting local graduates from coast to coast!

Convocation Ceremonies at Institutes & Chapters across the country
Newfoundland & Labrador

Saturday, November 9, 2019

Comfort Inn in St. John’s.

Prince Edward Island

Tuesday, November 5, 2019

Delta Prince Edward in Charlottetown.

New Brunswick

Friday, November 8, 2019

Crown Plaza Hotel in Moncton.

Nova Scotia

Wednesday, November 6, 2019

Casino Nova Scotia in Halifax.

2VFCFD &BTU

4BUVSEBZ +BOVBSZ 

'BJSNPOU-F$IÉUFBV'SPOUFOBDJO2VFCFD$JUZ

2VFCFD 8FTU

5IVSTEBZ .BSDI 

-F$FOUSF4IFSBUPO)PUFMJO.POUSFBM

Cambrian Shield Chapter

Tuesday, November 5, 2019

Details to be determined for Sudbury.

$POFTUPHB$IBQUFS

5IVSTEBZ 'FCSVBSZ, 20

#JOHFNBOTJO,JUDIFOFS

(SFBUFS5PSPOUP"SFB$IBQUFS

5IVSTEBZ +BOVBSZ 

.FUSP5PSPOUP$POWFOUJPO$FOUSFJO5PSPOUP

)BNJMUPO/JBHBSB$IBQUFS

8FEOFTEBZ 'FCSVBSZ 

.JDIFMBOHFMPhT#BORVFU$FOUSFJO)BNJMUPO

,BXBSUIB%VSIBN$IBQUFS

'SJEBZ 'FCSVBSZ 

%FFS$SFFL(PMGBOE#BORVFU'BDJMJUZJO"KBY

Ottawa Chapter

'SJEBZ, November 

*OGJOJUZ$POWFOUJPO$FOUSFJO0UUBXB

Southwestern Ontario Chapter

Thursday, November 14, 2019

#FTU8FTUFSO-BNQMJHIUFS*OOJO-POEPO

Manitoba

8FEOFTEBZ /PWFNCFS 

The Fort Garry Hotel in Winnipeg.

Saskatchewan

5IVSTEBZ /PWFNCFS 

)PUFM4BTLBUDIFXBOJO Regina.

Northern Alberta

Thursday, November 21, 2019

Doubletree West Edmonton in Edmonton.

Southern Alberta

Wednesday, November 27, 2019

BMO Centre at Stampede Park in Calgary.

British Columbia

Wednesday, November 20, 2019

Pan Pacific Hotel in Vancouver.

Vancouver Island Chapter

Friday, November 22, 2019

Victoria Golf Club in Victoria.

Kelowna

Thursday, November 28, 2019

.BOUFP3FTPSUJO,FMPXOB.

Ontario

www.insuranceinstitute.ca/cipsociety
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What are your customers’ expectations? ing transparent with consumers about
How are they affected by the inferences what information is being collected;
why and with whom it is being shared;
and decisions made about them?
identifying potential risks; giving clear
options to say ‘yes’ or ‘no’; and considerThinking privacy-first
Canada’s privacy legislation, the Personal ing the consumer perspective.
There are many regulatory privacy
Information Protection and Electronic Documents Act (PIPEDA), has a particular- requirements. As a general reference
ly acute impact on the insurance sector. point, the industry should be particularPIPEDA covers the collection, use and ly mindful of 10 key principles for prosharing of numerous data points, includ- tecting personal information, enshrined
ing not only a policyholder’s name, email, as a schedule to PIPEDA (see below).
It is important not to think about priand physical address, but also health-related information, ﬁnancial information, vacy as just a compliance exercise, but
marital status, lifestyle choices, prescrip- also as a consumer trust tool. Research
suggests that giving consumers more
tion-related information, etc.
PIPEDA features similar require- information about what you’re doing
ments contained in the European
Union’s General Data Protection Regulation (GDPR), which came into effect in
2018. The GDPR, regarded as the toughest set of data protection rules, is meant
to bolster citizens’ rights over their data.
In Canada, a signiﬁcant update to PIPEDA is expected in the next two years.
Appoint someone
A recent change to PIPEDA created
in the organization
mandatory breach reporting requireto be responsible
ments, in force since November 2018. Orfor monitoring and
ganizations are now required to keep and
handling compliance
maintain records of all data breaches, deissues
ﬁned as the loss of, unauthorized access
to, or disclosure of personal information.
Ensure that consent
Any breach of your customer’s data
(implied or explicit)
that creates a potential for signiﬁcant
was obtained for all
harm to the individual must be reportpersonal information
ed to the Office of the Privacy Commisunder your control
sioner (OPC) and to the affected individuals. Signiﬁcant harm is deﬁned as
“bodily harm; humiliation; damage to
Use and share personal
information only for its
reputation or relationships; loss of emintended purpose and
ployment, business or professional opdelete personal informaportunities; ﬁnancial loss; identity theft;
tion no longer required
negative effects on the credit record; and
damage to or loss of property.”
The OPC has also indicated that it will
Take measures
proactively review organizations’ reto secure
cords of breaches to ensure compliance
information
with the new requirements. Failure to
report privacy breaches could result in
big ﬁnes – up to $100,000.
Provide individuals
Organizations are now also required
their right to access
to demonstrate that meaningful consent
their information
was attained from individuals prior to
the collection, use and sharing of their
personal information. This includes be-

with their data and more control over it,
they’ll provide you with more data, more
accurate data and will be more forgiving
in the event of a breach.
As the insurance industry and customer expectations continue to evolve,
building and maintaining trust and
transparency is quickly becoming critical
to creating a competitive advantage and
enabling data-driven priorities.

Jordan Prokopy is a partner for PwC Canada and
leads the National Privacy Practice.
John Knotek is CEO at ClearPay, which looks for
ways to reduce payment pain points in the P&C
insurance industry.

10 key principles for protecting
personal information

1

2

Identify and inform
individuals why
personal information
is being collected

3

4

Collect only the
information that
you need

5

6

7

8

9

10

Maintain accurate
records

Inform individuals
about your data
protection/privacy
practices

Allow individuals
to challenge
compliance
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SAVE THE DATE
Annual WICC Québec
M\UKYHPZPUNL]LU[[VILULȹ[
the Canadian Cancer Society
THURSDAY

OCT
2019

17

Le Windsor Hotel,
Montreal
Uniting the industry
in the Fight for Life

TM

Pr

oud Platinum National Sponsor.

Registration and payment:
wicc.ca/qc
For information:

TM

Jo-Anne Polidoro
438 843-9714
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COMMERCIAL SABOTAGE

The enemy within
Rogue employees may be plotting ways to cause damage to your clients’
business. How to advise your clients on managing the risk
D R . D E X T E R M O R S E , Director, Insurance & Risk Management, International Air Transport Association (IATA)

W

hen it comes to risk, the greatest
threat to your clients’ companies
and networks does not come
from external hackers trying to break in,
but from their own internal employees
who cause either mischief or inadvertent damage, according to research by
security ﬁrm AlgoSec, SANS Institute
and Krall. Employees can be a company’s
own worst enemy, potentially causing
many different types of damage losses.
(See below for a survey of potential risk
exposures.)
Rogue Employees: A typology
Background literature reveals at least

prietary information and leak it. Or they
might try to damage the organization’s
reputation by widely circulating false
or malicious information; they could do
Ambitious, resourceful employees
These kinds of rogue employees are re- this by contacting suppliers, shareholdsourceful and independent individuals ers, authorities, regulators, etc.
who might stay up all night to ﬁnd ways
around rules and procedures. They are in- Negligent employees
telligent, cunning and motivated and are Negligent employees disobey rules and
especially dangerous to an organization be- protocols, either by accident or on purpose.
Unintentional rogue activities are
cause they are so capable and resourceful.
more frequent. For example, negligent
employees may leave their login IDs and
Disgruntled revenge-seekers
These employees hold a grudge and passwords on sticky notes posted to their
wish to harm the organization. When computer monitor, share sensitive inforthey quit or are ﬁred, they may steal pro- mation in emails, leave client lists or conﬁve different character proﬁles of rogue
employees:
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ON THE SCENE
RIMS Canada Conference
Sept. 8-11, 2019
Edmonton, Alta.
More than 1,400 people attended the annual RIMS Canada Conference
held this year at the Edmonton Convention Centre. Opening night of the
four-day event established the conference theme of ‘Transform,’ with
acrobats performing on stage while wine was poured for arriving guests.
Companies welcomed attendees with elaborate booth set-ups. Keynote
sessions included a Women in Leadership panel, the future of enterprise
risk management (ERM), and journalists George Stroumboulopoulos
and Ben Makuch talking about ‘Punk, Politics, and People.’

FIND MORE PHOTOS AT

CanadianUnderwriter.ca/gallery
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ﬁdential presentations on whiteboards
in meeting rooms, or forget company
laptops, phones or documents on public
transport. Particularly alarming is the fact
that many ex-employees often still have
access to “conﬁdential” or “highly conﬁdential” data at their previous employer.
Employees with secret political
affiliations and loyalties
Any employee can have a rogue political
affiliation, ranging from a sophisticated art
expert employed by the British royal family (Anthony Blunt) to the nice, 87-year old
lady next door (Melitta Norwood – inspiration for the new ﬁlm “Red Joan”), or women used as honeytraps (Anna Chapman).
Employees with mental health issues
These employees can cause harm to themselves, their colleagues, and the organization. Research by Business in the Community (U.K.) found that 66% of employees in
the ﬁnancial service industry experienced
a mental health condition as a result of
work in the past year. One in four of us
will be affected by mental health issues of
some kind during our lifetime.
How to advise your clients
What can your business clients do to prevent or mitigate potential damage from
rogue employees?
Here are ﬁve things you can advise
your clients to do, for starters:

use at their next employer.
It may be appropriate to place the employee on paid “garden leave” – e.g. the
terminated employee is instructed to
stay away from work during the notice
period while still remaining on the payroll. Such a strategy may be particularly
effective when the disgruntled employee
might be disruptive in the workplace or
jeopardize customer relationships.
If the business has any concerns about
the potential actions of a departing employee during their notice period, invoking a payment in lieu of notice (PILON)
clause would be the preferred option to
terminate the relationship immediately
and protect the business. Prevention is
better than cure: it is easier and more
cost-effective for employers to prevent
damage or loss by ensuring that their
employment contracts contain provisions to manage the exit effectively.
The appropriate steps to take will
vary depending on each employee and
the scenario.
Examine company computers, mobile phones and email accounts to
ﬁnd evidence of improper conduct. This
should be done when the employee has
departed under dubious circumstances.
Under these circumstances, your clients
should work with their IT providers to
secure data and prevent data theft or
sabotage. Employers should ensure they
have policies in place giving them the
right to monitor and examine the use of
the company’s electronic equipment.
Employers should gather evidence
proving any unlawful conduct by
terminated employees and the harm
caused to the business before engaging
in expensive and protracted lawsuits.
Lawsuits involving employees gone
rogue frequently lack evidence.
Employers should act swiftly when
they discover that a departed employee has retained conﬁdential information or company property. This is to
limit the potential damage and to ensure
that your clients do not waive their legal
rights. Time is of the essence.

3

1

4

2

5

Establish clear written expectations
related to employee departures. Draft
policies and incorporate speciﬁc terms
into employment contracts about the obligations of departing employees – e.g.
conﬁdentiality, ﬁdelity, mutual trust, return of company property such as office
keys, hardware, passwords etc., as well as
non-solicitation of employees/customers.
Have a clear exit strategy that reﬂects
the employee’s role in the business,
the information and systems to which
they have access, and whether that access
has been permanently severed. It may be
appropriate to restrict or change the employee’s duties when they are leaving. For
example, allocate to them more adminis- Dexter Morse is co-author of Tackling Insurance
trative tasks, with limited access to useful Fraud: Law & Practice, and a contributing author
conﬁdential information that they might to A Guide to Reinsurance Law.

TRUSTED ADVISOR

I like to think we’re a
collaborative brokerage,
but it seems that we’re
always coming up with
the same ideas. How can
I inject some creativity
into my team?
— Creative Slump

Dear Creative,
You can ﬁnd surprising results when
you collaborate. One idea leads to
another, which then leads to an even
better idea, and so on, until you’ve got
one idea that you think is perfect. That’s
the best-case scenario. But are you
creating an environment in which your
staff feel comfortable bringing up new
ideas? If not, they’re likely to retreat
to their safe space and regurgitate old
ideas or put a new spin on something
old – they’re reinventing the wheel. When
that happens, people in senior leadership roles need to ask themselves: Are
you treating your staff with respect? Are
you hiring a bunch of ‘yes men’? Are
you managing by fear and intimidation?
If as a senior executive or manager you
create the impression that you aren’t
receptive to creativity, even if unintentionally, then you’re going to get employees
who are disengaged and unproductive.
They will be afraid to offer a great idea
because you may not like it. This could
be one reason why you’re not getting the
creative juices flowing. What can you do
to open the floodgates to new ideas?
Make sure you’re not being overbearing. Thinking that you’re smarter than
everyone else can only set you up for a
disaster. Let your staff offer their ideas in
a safe environment. It may well be that
the ideas you bring to the table are the
worst anyone will come up with. Without
an open and respectful culture, no one
will tell you the idea won’t work until it’s
too late. Improve collaboration by getting
your frontline staff into one room and
locking yourself out of it. They’re the
ones who are dealing with clients on a
daily basis and at a more personal level,
not you. You may be surprised what they
come up with.
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Specialized Property Evaluation Control Services

Your Contents and Inventory Valuation Experts
Contact us and experience the SPECS difference.

Inspect

|

assignments@specs.ca
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Evaluate

|

Quantify
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MERGERS AND ACQUISITIONS

Owning the supply chain
How the P&C industry is reacting to the Intact-On Side Restoration deal,
which breaks new ground in Canada
B Y E M I L Y A T K I N S , Freelance Writer

I

ntact announced in August an agreement to purchase On Side Restoration.
The deal, if it goes through in October
as planned, will be a ﬁrst in Canada. No
other Canadian insurer has bought into
the restoration end of the supply chain,
making the deal an instant talking-point
and subject of speculation.
Intact Financial Corporation (IFC)
is the largest provider of property and
casualty insurance in Canada and a provider of specialty insurance in North
America, with more than $10 billion in
total annual premiums. As one of the
top restoration ﬁrms in the country, On
Side has 35 branches from coast to coast
and has been in business for 40 years.
Expectations
According to Intact’s statement when

the deal was announced, it is buying On
Side to “deepen its claims expertise and
strengthen its supply chain network.”
Intact Financial Corporation CEO
Charles Brindamour elaborated, saying
the deal would “reduce claims handling
costs and provide diversiﬁcation to our
property exposures with a new and
counter-cyclical earnings stream.”
As well, the integration of On Side is
expected to improve customer service
by “reducing the duplication of processes and controls” with the ultimate result
being faster completion of repairs when
a customer makes a claim.
On Side founder and president Craig
Hogarth tells Canadian Underwriter that
initiatives are already underway to reduce cycle times and improve customer
satisfaction. This will involve “leverag-

ing new technology to gain efficiencies,”
he says. “One of the largest underlying
reasons for the purchase is to grow efﬁciencies and increase trust levels between the vendor and the insurance
company. The claims process will be
simpler, faster, and deliver quality for the
customer while making it more efficient
and cost-effective for our business.”
In terms of P&C insurance industry
trends, the integration of suppliers has
become commonplace. The notion of partnering and collaboration has been high on
the agenda for the past several years, especially with the proliferation of insurtech
startups that have been easy targets for
outright purchase or co-ownership.
In its 2025 forecast, Deloitte says:
“Insurance carriers have long offered
preferred vendor relationships to their
canadianunderwriter.ca | October 2019
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RECOVERY l MERGING WITH THE SUPPLY CHAIN

Intact says
the deal will
“reduce claims
handling costs
and provide
diversiﬁcation
to our property
exposures with
a new and
counter-cyclical
earnings
stream.”
customers, of course. Rather than simply providing core insurance products
and policies, insurers will instead deliver value-added services through a high-

68

ly-collaborative partnership network.”
The deal between Intact and On Side
takes the concept one step further. But
will it work?
Potential risks
Some on the restoration side are cautious. The strategy raises a red ﬂag for
Kris Rzesnoski, vice president of business development for Encircle (which
provides real-time documentation and
productivity tools for the insurance and
restoration industries), and a member of
the Canadian Council for the Restoration
Industry Association (RIA). These are
uncharted waters for carriers in Canada, he says, questioning whether On
Side will be able to operate as contractors. Other insurers are rumored to be
“pulling their support,” he adds, without
naming names, with the fear being that
they would be providing support to a
competitor’s channel.
“Could Intact really keep [up] the ca-

pabilities that On Side had with 10 different insurance [company] customers?”
he asks. “The restoration business looks
for a diversity of work…from different
insurers that can allow a contractor to
remain busy and diversiﬁed, both geographically and by work type.”
Rzesnoski points out another potential risk: a contractor tied to an insurer
may be required to carry overhead costs
and personnel during slower periods
while at the same time maintaining
readiness and effectiveness — which defeats the purpose of owning a restoration
business. Most contractors look to shed
overhead during the slower periods.
Hogarth downplays the concern. “On
Side will operate as a standalone subsidiary of IFC. We will continue to serve a
wide range of customers and they continue to be very important to us,” he
says. “On Side Restoration wants its [insurance company] clients to be successful and can support each of them due to
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DEAL TRACKER
its size in any one market. The company
will continue serving…our other property and casualty insurance customers on
a long-term basis.”
Ethics and integrity
Bringing “all phases of a claim management process in-house” is a growing
trend, says Jeff Reitsma, vice president
and practice lead of multidisciplinary
remediation at 30 Forensic Engineering. But, he cautions, there are “inherent
risks of conﬂicts of interest, or perceptions of insurers and their subsidiary
agents (within the restoration construction ﬁeld or beyond) not looking out for
the best interests of the insured parties.”
He says it’s possible there could be
situations in which “pressure could be
implicitly or explicitly exerted on inhouse professionals. In such cases, the
need for transparency and good communication will be critical, whether you
are talking about the claims adjusting,
engineering, or restoration contracting
phases of a ﬁle. I would argue that even
independent ﬁrms already feel these
pressures. But with integrated in-house
solutions, the risk of perceived bias will
be even higher.”
Ultimately, however, legislation and
the remedy of alternative dispute resolution will hold all parties accountable
in the end, as they do now, Reitsma believes. “The marketplace ultimately will
judge if this integrated approach yields
better outcomes, which may then spur
even further moves one way or another.”
A role for adjusters?
Will there be a knock-on effect on adjusters?
Coquitlam, B.C.-based insurance industry consultant Kerry Diehl fears that
in an effort to keep costs down, adjusters
may be cut out of the equation. Hypothetically, at least, “Intact may just bypass the independent adjusters and use
On Side people to decide what needs to
be done and the valuation, in order to
avoid paying the $1,100 to $1,500 fee to
the IA,” he says.
But there is an upside for Intact’s customers in this, Diehl adds. If the scoping
phase of a claim can be reduced by elimi-

nating some of the back-and-forth, it will
allow Intact to better control quality. “If
the time is reduced from 60 days from
start-to-ﬁnish to 45 or 50 days, that’s a
big win,” he says.
Sarah Hirst, president of the Canadian Independent Adjusters Association
(CIAA) and a branch manager with
ClaimsPro, isn’t worried. “Insurers
have always tried to reduce expense as
a prudent business practice. Most insurers, however, do not view independent adjusters as simply an expense. We
offer a vital role in the insurers supply
chain and have a different role than a
contractor does.”
A one-off?
Notwithstanding
questions
about
whether Intact will make this work, Diehl doesn’t see impediments to the deal receiving regulatory approval. “The Competition Bureau likely would not stop the
deal unless there is a strong consumer
choice advocacy argument presented,”
he says. And Canadian regulators have
not historically been bothered by insurance industry acquisitions.
But whether this kind of deal will become a trend is hard to say. Hogarth believes that buying the supply chain will
become a more prevalent trend within
the industry, but “less so now within the
restoration sector, only because On Side
is unique within the Canadian property
restoration landscape.”
Diehl agrees, observing that the conditions allowing this acquisition work just
aren’t there for Intact’s competitors to
follow suit. The remaining large players
in the Canadian restoration industry are
franchise operations or are already corporately-owned, he notes.
“I don’t see any more deals like this
one happening,” he predicts.
Rzesnoski concurs. “Honestly, it’s one
of the coolest little multi-million-dollar
case studies that you’re going to see. If
there is a combination of companies and
people who can make this work, these
two are where you would expect success.”

Latest acquisition
news & activity
Westland $ First West
Westland Insurance Group Ltd., a Ladner,
B.C.-based brokerage, is buying First West
Insurance Services, effective Sept. 30.
Westland Insurance will add 300 employees and 36 offices from First West Insurance
Services in British Columbia, expanding its
reach to 110 locations in 56 communities
across the province. Post-acquisition, Westland will have nearly 1,500 employees and
more than 130 offices in British Columbia,
Alberta and Saskatchewan.
First West Insurance, a subsidiary of First
West Credit Union, places personal, auto
and business insurance in British Columbia under three divisions — Envision Insurance, Valley First Insurance, and Island
Savings Insurance.

FirstOnSite $ JPL
FirstOnSite Restoration has agreed to
buy JPL Disaster Recovery, the companies
announced in August.
JPL Disaster Recovery employs about 70
people and is based in Gatineau, Quebec,
across the river from Ottawa. “This acquisition cements FirstOnSite’s presence and
leadership in the National Capital Region,”
FirstOneSite commented in a release.
About three months before the deal, FirstOnSite’s corporate parent, Global Restoration Holdings LLC, agreed to be acquired
by Toronto-based FirstService Corporation.
One of FirstService’s companies is Paul
Davis Systems Canada, which is also in the
business of helping clients clean and repair
after floods, fires or other losses.

Apollo $ Insura
Apollo Insurance Solutions acquired Insura in August. Apollo describes Insura as an
insurtech.
Insura was started in 2017 by Josh Pillsbury (who will join Apollo as business
development manager for the western region), Gleb Vaguine, and Isaac Ho.
Insura’s mission was to simplify the commercial insurance underwriting process by
allowing unstructured application data to
be exchanged through a single standardized digital platform.
The Apollo Exchange allows brokers to
quote, bind and issue policy documents for
small business over the Internet. Brokerages can white label the Exchange and sell
directly from their brokerage website.

Emily Atkins is a freelance author based in Ontario and is the past editor of Claims Canada.
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ANNOUNCEMENT

FIRST GENERAL CONTINUES TO EXPAND
ACROSS CANADA
First General is pleased to announce the opening of a new location in Nanaimo,
British Columbia
“We are very excited to expand our team in B.C. Brad, Ryan and Rebecca bring a wealth of experience and
talent to our organization! I am pleased to welcome this team to the First General family. They will definitely
strengthen our service capabilities in the region.” Frank Mirabelli, CEO & President. First General continues to
strengthen their network across Canada with the opening of a new location in British Columbia. The new office
will service Nanaimo and the surrounding area and will soon cover the majority of Vancouver Island.
As a founding partner and President, Ryan is responsible for setting the overall vision
and strategy for the organization. Working closely with team members at all levels,
Ryan utilizes over 30 years of construction experience to provide subject matter
expertise and mentorship on a day-to-day basis. By all accounts, Ryan is an
exceptional leader who demonstrates compassion, respect and integrity, working
diligently everyday to setup our team members, industry professionals and partners,
and customers for success.
As a founding partner, Rebecca is responsible for fostering new and existing
relationships and finding new and creative ways to add value to our customers and
industry partnerships. Rebecca’s genuine, charismatic and approachable nature has
been instrumental in disseminating the caring and above-and-beyond attitude taken
towards customers. Embracing the unique opportunity to help people recover when
they have experienced damage to their home or business, Rebecca recognizes we
don’t just mitigate and rebuild, it’s our goal to add value, stability, and peace of mind.
As a Partner and General Manager, Brad is responsible for bridging the company’s
vision, strategy and values with day to day operations. He has a variety of leadership
experience spanning the technology, construction and logistics sectors, which allows
him to bring diverse knowledge and expertise to the team. Brad’s exceptional
communication and leadership skills inspire the team to always strive for greatness
with high levels of professionalism, polish and a positive approach. Brad’s motivation
and dedication to growing the business and building an exceptional company culture,
energizes the management team to constantly look for new and innovative ways to
achieve their goals and objectives. After experiencing the team’s restoration services
first-hand as a customer, Brad was instantly sold on the vision, values and emphasis
placed on the customer experience. He’s excited to help First General continue to
achieve new levels of success.
For additional information contact Angela Veri, EVP Strategic Partnerships
at angela.veri@firstgeneral.ca.

HELP HAS ARRIVED.

1-877-888-9111
firstgeneral.ca

RECOVERY

EXPERT SELECTION

Trial by fire
What to think about when selecting the right expert for ﬁre and explosion cases
B Y G L E N N G I B S O N , J O E T O S C A N O & D AV I D E . B R I D G E S

N

ow more than ever, it is critical for
insurers to ensure they have the
best expert witnesses on their side
for ﬁre and explosion cases.
A paradigm shift occurred in the insurance industry seventeen years ago
with the introduction in the United
States of the Sarbanes-Oxley Act (SOX),
which mandated strong accountability
and reporting structures in reaction to
numerous ﬁnancial scandals. The SOX
requirements, combined with a new age
of rigour in procurement, brought new
discipline to most corporations.
In the post-SOX regulatory and legal environment, there is no question that if an
insurer is going to prove its case and document that it acted with utmost good faith,
then it must employ the best professionals
available. This is particularly true in situations when an insurer is alleging that a
policyholder has committed an intentional

violation of the insurance contract, such as
in cases involving allegations of arson.

the most important testimony the court
will hear.
The trial judge will decide if the expert
Fire experts
witness is properly qualiﬁed, and conIn forensic ﬁre and explosion investiga- ducted his or her investigations correcttions and litigation, many — if not most ly. The judge will be inﬂuenced by ﬁrst
— matters are won or lost based upon impressions, the witness’s professionalthe qualiﬁcations, methodology, and/or ism, conﬁdence and consistency, as well
opinions of the retained expert witness. as by the volume and quality of the eviSelecting the right person is critical.
dence presented.
Management guru Steven Covey
The scientiﬁc method is critical to the
preaches: “Begin with the end in mind.” ﬁre and explosion claims management
The ‘end’ in this situation is the court- process. The insurer’s third-party ﬁre
room. Your expert must not only be qual- and explosion experts must apply the
iﬁed, he or she must perform. They are scientiﬁc method in every investigation.
teaching and counseling the trier of fact.
Perhaps the most signiﬁcant compoAs well, the performance of your expert is nent of the scientiﬁc method is the testing
going to be weighed against that of other of an expert’s theory about the ﬁre. This
experts who are engaged in the matter.
requires an examination of facts and a
In ﬁre and explosion cases, the expert cognitive and/or experimental challenge
witness can testify as to his or her opin- of those facts, as well as a challenge of
ion of the cause of the ﬁre. This is often any possible alternative theories.
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Experts should provide
consultation and guidance based
on their observations at the scene
right in to the courtroom. They
should help the decision-maker
evaluate the case and the strategy
to be employed at trial.
Once a ﬁnal hypothesis has been
reached, it should include the identiﬁcation of the ignition source, the ﬁrst fuel
ignited, and how the two came together
to cause the ﬁre. In addition, the expert
should be able to offer proof that his or her
theory has been tested and validated. In a
case alleging arson, all reasonable accidental causes must be considered, analyzed
and eliminated for the hypothesis of an

involving the identiﬁcation, documentation, collection and preservation of evidence. Their advice should be heard on
matters involving the development and
evaluation of any testing of materials,
devices and scenarios in a laboratory.

Choosing the right expert
To be conﬁdent that the expert you are
selecting has the right qualities to deliver
convincing, winning testimony requires
a thorough interview and credential
check. The list of questions a prospective
expert must answer before being hired is
long and detailed, designed to weed out
those who do not have the depth of expeincendiary cause to withstand challenge.
However, an expert should not be rience, professionalism, education and
limited to simply providing an ultimate certiﬁcations required of a well-roundopinion on origin and cause. Experts ed, credible expert witness.
As well, insurers must verify that the
should provide consultation and guidance based on their observations at the procurement process they use to select
scene right into the courtroom. They and hire expert witnesses is formalized.
should help the decision-maker evaluate The process needs to be documented,
the case and the strategy to be employed service level agreements and compliat trial. They should weigh in on matters ance measures should be in place with
engaged experts, and there should be a
system in place to ensure that information about them is up-to-date.
Insurers have an obligation to act
in “utmost good faith.” The foundation for proving this is founded in the
quality of your claims handling and the
effective use and selection of experts.
Being able to prove that you have a formal, defined process in place to select
and maintain your approved list of experts will not only improve the quality of your decision-making, but will
demonstrate to a court your commitment to fulfill your obligations to your
policyholders.

Glenn Gibson’s career has spanned over four decades,
during which he attained international leadership as
an executive general adjuster. He can be contacted at
glenngibson@gtggroup.ca if you would like to receive
a longer, more detailed version of this article.

In a world full of risk, you need ...
The protection of a company you can trust!

Joseph Toscano is an internationally-recognized
lecturer who pioneered the development of numerous innovative programs on effective investigative techniques and solutions for the insurance
industry and other professions.

www.cansure.com

David E. Bridges is an associate in Meagher &
Geer, P.L.L.P.’s Catastrophic Loss Practice Group.
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EXPERTS AND THE EVIDENCE IN ARSON CASES
THE EXPERTS
In the course of any trial, many
witnesses offer testimony and
evidence. Most of these witnesses
must testify to first-hand objective
facts only, but the rules of evidence allow for an expert witness
to render an “expert opinion.”
An “expert” is deemed to be
someone who has specialized
knowledge, skill, training or experience that makes them capable of
“assisting” the jury and the court
through the presentation of an
opinion about the issues in the
case. At trial, the lawyer or prosecutor offering the expert’s testimony
will first establish that the witness
should be “qualified” as an expert
by virtue of their technical expertise.
The other side will have the
opportunity to cross-examine the
witness on those qualifications
and to suggest that the witness

is not adequately trained or
experienced in the field. In some
jurisdictions, the trial judge, acting
as the “gatekeeper” of expert
testimony, will challenge a witness
on their qualifications to ensure
that the witness used the proper
methodology in reaching their
opinions. This is often a more
formidable challenge than
the adverse attorney’s crossexamination.
In an arson case, there could
be a number of expert witnesses
including:
1. Fire scene origin and cause
investigator
2. Forensic accountant
3. Trace evidence chemist
4. Metallurgist/materials
scientist
5. Fire scientist
6. Fire protection engineer
7. Forensic analyst

8. Locksmith
9. Electrical, chemical,
mechanical or structural engineer
10. Other industry
standards and/
or customs and practices
specialist
THE EVIDENCE
Whether it is a civil or criminal
case, evidence must be presented to prove the “Arson Triangle.”
The Arson Trial includes:
1. Proof of an incendiary
fire cause.
2. Proof of motive or some other
form of connecting evidence.
3. Proof of exclusive or ample
opportunity.
Actual proof of motive may not
be required, depending upon the
jurisdiction. In criminal cases, it is

never an element of the
crime, but it may be part
of the “connecting evidence” linking the defendant to the crime. In civil
cases, most jurisdictions
require proof of motive. In all civil
cases, there must be evidence
that inculpates or connects the
subject to the fire.
The expert’s final hypothesis
about the origin of the blaze
should include identification
of the ignition source, the first
fuel ignited and how the two
came together to cause the fire.
The expert should be able to
offer proof that his/her theory
has been tested and validated.
In a case alleging arson, all
reasonable accidental causes
must be eliminated for the
hypothesis of an incendiary
cause to withstand challenge.
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ON THE SCENE
Insurance Nexus:
Connected Insurance Canada
Sept. 10-11, 2019
Toronto, Ont.
The fifth annual Connected Insurance Canada event brought together many
insurance, tech and innovation leaders to explore strategies around the use of
technology in the industry. The opening plenary session discussed the future of
the Canadian insurance industry, featuring a talk about product innovation by
Marc Lipman, chief operating officer of AIG Canada. Several panel discussions
reflected on the latest trends in artificial intelligence and data analytics.

FIND MORE PHOTOS AT

CanadianUnderwriter.ca/gallery
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RESTORATION CONTRACTORS

Top of the heap
Looking to work with impartial contractors? Why insurers are
increasingly turning to Registered Third Party Evaluators
B Y K R I S R Z E S N O S K I , Vice President, Business Development, Encircle

C

of experience in the restoration industry,
presented the concept of the RTPE at the
2017 Restoration Industry Association
(RIA) convention.
An RTPE is an exceptionally
well-educated restorer with an exemplary reputation, according to Larsen. Typically, the RTPE holds one or
more of the four highest designations
that a restorer can obtain through the
RIA (this may be in tandem with othWhat is an RTPE?
Ken Larsen, who has more than 40 years er industry-related advanced educalaimants’ disputes with contractors and insurers over the scope
and quality of restoration work
are all too common. All three parties
have much at stake, making the situation
fraught with potential for inﬂated claims
and arguments. That’s why carriers may
be looking more often to Registered
Third Party Evaluators (RTPE).

tion such as university degrees).
To receive an RIA designation, a
committee of three current RTPEs reviews an applicant’s credentials and
references. The ﬁnal step is an oath
pledging the applicant to act impartially and to apply his or her knowledge to
restore the building without consideration for any bias shown by a carrier,
contractor or insured.
Any RTPE that fails to speak solely
to the needs of the project may have
canadianunderwriter.ca | October 2019
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“RTPE evaluators have been formally
trained. They possess the experience
valued during depositions and court
trial. You would not ask a janitor to spar
intellectually with a doctor in court on
subjects related to medicine.”
their designation revoked. In other
words, the evaluator gives no regard
to “the demands or wishes of the materially-interested parties, insurance
policy or program rules.” The evaluator speaks to uphold competent restoration practices that are in accord
with the industry standard of care and
applicable laws.

76

Why carriers
like RTPEs
The designation has
evolved in 2019, becoming more prominent within
the insurance industry. That’s
because they are synonymous with
impartiality.
For example, the RTPE’s role has

been expanded to include arbitrations
or umpiring. In many cases, the evaluator’s involvement in an insurance claim
wards off arbitration, as it allows both
parties to get an independent report
from an industry expert.
Carriers use RTPEs for claims in
which the expertise of the insurer’s own
claims representatives may not be sufficient. RTPEs can provide independent
veriﬁcation and validation to
the restoration process and
can include environmental
sampling, moisture readings,
particle counts, adenosine
triphosphate (ATP) samples
(which test for mould and
microbes), and other measurements and quantitative
assessments. Some are qualiﬁed as experts on estimation
or valuation of a restoration
process and can review the billing procedures to help a carrier
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Generally speaking,
RTPEs must complete
their professional
training and achieve a
designation of Certiﬁed
Restorer, Water Loss
Specialist, Certiﬁed
Mould Professional or
Contents Loss Specialist
before even being
considered for inclusion
on the registry.
understand the value and processes used.
An insurer’s ability to settle a dispute after the work has
been performed is often difficult, since tensions and emotions
are running high. Restoration contractors may be perceived
as being in a conﬂict of interest when they deﬁne the scope
of work and protocol on their projects. Payors may speculate
that contractors have inﬂated — or deﬂated — the actual needs
of the restoration process. A neutral professional, such as a
registered evaluator, may be able to calm the situation through
a competent ﬁle review.
In Canada, restoration work has been reviewed by many
third-party administrators and competitive industry professionals who do not have the knowledge and experience
necessary to properly understand the complex nature of the
work involved on the job site. The situation becomes even
more complicated when restorers fail to provide the proper
documentation necessary to validate their actions. This compromises the trust between all those involved on the insurance claim.
Competing restoration contractors are clearly conﬂicted
when they attempt to review their competitor’s work. This
methodology of review rarely results in trusted and unbiased
results, since contractors stand to gain future clients if they
provide critical reviews of their competitors’ product. Simply
put, critical reviews produced by competing local contractors
should be skeptically scrutinized for such agendas.
Let’s say a contractor’s problem ﬁle ends up in court. That
contractor will have a difficult time successfully arguing his
or her position with anyone other than an RTPE as witness.
RTPE evaluators have been formally trained. They possess
the experience valued during depositions and court trial. You
would not ask a janitor to spar intellectually with a doctor in

court on subjects related to medicine. Only a doctor would be
qualiﬁed to review another doctor’s work.
The RTPE is one way for the insurance industry to protect
itself against the poor workmanship and fraudulent actions
undertaken by a small minority of contractors and insureds.
Generally speaking, RTPEs must complete their professional training and achieve a designation of Certiﬁed Restorer,
Water Loss Specialist, Certiﬁed Mould Professional or Contents Loss Specialist before even being considered for inclusion on the registry.
Becoming an RTPE requires ambition and effort. The designations are difficult to obtain. In any given class, failure rates
can range between 25% and 70%. Over the past 40 years, a
total of approximately 675 Certiﬁed Restorers have received
their designation. Since the 1980s, approximately 180 Water
Loss Specialists have been certiﬁed.
Of these 850 industry experts, many have retired or their
careers have evolved down a different path. Indeed, this small
group of formally-trained experts places them among the
most exclusive of groups within the property restoration industry. Of these select few, only 35 professionals have taken
on the role of RTPE.
Kris Rzesnoski CR, WLS, CLS, is vice-president, business development at Encircle.
To learn more about the RTPE program, go to www.registeredtpe.com
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peer to peer
BROKERAGE M&A

WHO BUYS
BROKERS?
What is trending right now in the
Canadian brokerage M&A marketplace?
We put the question to Mike Berris, the
partner and practice group leader of
Smythe Advisory, which recently
completed its Property & Casualty
Insurance Brokerage Report 2019.
– As told to Jason Contant

The market for P&C brokerages and
books of business is strong and will likely continue to be robust in the foreseeable future.
Currently, the market is being driven
primarily by underwriters and private
equity investors.
When it comes to P&C brokerage
consolidation, underwriters have driven the latest round of price increases.
Underwriters are aggressively buying
and ﬁnancing book acquisitions. I think
they are factoring in their underwriting
proﬁts; this allows them to pay more,

78

as the required return on investment
includes underwriting proﬁt. This has
had the effect of seeing prices drift up.
How much? I don’t think it is appropriate to start giving multiples, as there
is so much variance in the marketplace.
But I have seen properly-priced deals
that range from seven to 13 times EBITDA (earnings before interest, taxes, depreciation and amortization).
Private equity is another story. Their
roll-up strategy is somewhat different.
They are paying top prices, and if they
can roll up 10 brokerages with, say, $5

million in revenue each, the combined
$50-million brokerage will be worth
more than the sum of its parts. I think
this is a good strategy. In addition, they
often offer a chance to roll over (or require rolling over) some equity, which
potentially gives the divesting party a
chance to get another payday.
While underwriters have had signiﬁcant impact on the pricing of P&C books
of business, it is our view that private
equity investors are increasingly becoming signiﬁcant players, at least as far
as new transactions are concerned.
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Great Service
Begins with Care

We have a bold new approach to claims that puts
your customers at the centre of everything we
do. We call it ClaimCare. It comes with service
delivery promises, guarantees and much more.
We have dedicated advisors to get claims started
right away. Our ClaimCare Tracker keeps you and
your customers informed every step of the way so
there are no surprises.
We already have a 97% claims service satisfaction
score. With ClaimCare, we can do even better.
Learn more at goremutual.ca/claims.

goremutual.ca
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