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Gaining the confidence of customers doesn’t happen easily these days. While there 

are significant challenges in the industry with rate increases, fraud, and severe 

weather, customers just want to know that they’ll be taken care of, and that they’ll get 

a quick, correct answer when they have a question. That’s why keeping people at the 

centre of everything is more than our promise — it’s what our team does best. 

Insurance can be human
Find stories, videos, and more at economical.com/helpingcustomers

The claims satisfaction percentage is based on 13,285 claimant survey responses measuring customer satisfaction with claims services from January 2018 to December 2018. ©2019 Economical Insurance. Economical and Economical Insurance

are registered trademarks of Economical Mutual Insurance Company. All Economical intellectual property belongs to Economical Mutual Insurance Company. All other intellectual property is the property of their respective owners.
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What’s inside a Chartered Insurance  
Professional designation? 

ANTICIPATION
DISCIPLINE

PRINCIPLES

Throughout the Canadian insurance industry, there are over 18,000 
people who currently hold the Chartered Insurance Professional (CIP) 
designation. CIPs undergo rigorous training and education, operate 
at a highly professional level and adhere to a strict code of conduct.  
Get your CIP through the Insurance Institute to enhance your skills 
and serve your clients better today and in the future.

insuranceinstitute.ca/cip
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CAA Insurance offers unique product solutions, 
underwriting service and marketing campaigns 
that really pop. Want to spice things up more? 
Add a dash of CAA Member discounts.

Spoiler alert: The good guys always win.

Kathy Corbacio 289-260-5120 (Ontario) 
Elenor Nowosad 204-262-6003 (Manitoba)
Lynne Gerhardt 902-229-3478 (Atlantic)

®CAA trademarks owned by, and use is authorized by, the Canadian Automobile Association. 

To qualify for the discount you must be a current CAA Member in good standing (CAA Membership dues paid in full by 
membership expiry date). Eligible CAA Members may qualify to receive a Member Loyalty Discount based on membership tenure 
and Roadside Assistance usage.
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FROM THE EDITOR

I
n the spirit of the holiday season, I have jotted down five New Year’s reso-
lutions for Canada’s property and casualty insurance industry. 

In framing the resolutions, I use the personal pronoun ‘I’ for simplici-
ty’s sake, adopting the perspective of an insurance professional. Obvious-

ly, some of these resolutions pertain to certain segments of the industry and 
not others. 

1 | I will set a good example for Canadian drivers by focusing on my driv-
ing and not texting staff, adjusters, customers, brokers — or indeed anyone 
— while I am driving. I will remind Canadian drivers that distractions do not 
stop at mobile use. They include everything from eating or grooming while 
driving, changing music in the car, hollering at the kids in the back to stop 
teasing each other, getting the dog to sit in the back seat, etc. 

2 | I will become a far-sighted insurance risk counsellor for my clients, 
offering well-timed, valuable advice on how to prevent risks from turning 
into claims disasters. This goes beyond simply offering insurance policies as 
a transaction. Gone are the days when I need to do nothing more for the client 
than simply arrange coverage and send out the binder notice to the client. 

3 | I will meet with a politician and/or a regulator at least once this year 
to provide insights on how specific government and regulatory actions can 
translate into lower insurance premiums for Canadians. Governments are 
making too many policy decisions without the wise counsel of insurance 
professionals, who are in the best position to know how people’s behaviours 
increase or reduce risk. 

4 | I will invest in tech wisely and thoughtfully. New gadgets must de-
monstrably improve a core area of my business. It must reduce complexity, 
and it must open up a new opportunity for me to pursue a long-term growth 
strategy.

5 | I will take a deep breath. I need to find healthy ways to de-stress so 
I can provide clear-headed and empathetic advice to my clients. Customers 
will not be happy with the industry in 2020 because their rates will be higher 
and they won’t be able to find certain coverages. When their voices get loud-
er, just remember: It’s nothing personal.  

david@canadianunderwriter.ca

Twitter: @Cdnunderwriter     Facebook: canadianunderwriter
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Padlock Cyber and Data Breach Coverage Now 
Quoted on All New Commercial Business

Cyberattacks and data breaches continue to dominate 
headlines with more and more Canadian companies 
spending tens of thousands of dollars to recover from 
ransomware attacks, breaches involving customer records 
and the huge reputational damage that these cause.

While once an option, cyber insurance is now a necessity. 
That’s why we’re quoting all new commercial business 
with our industry-leading Padlock cyber and data breach 
protection. Padlock combines the same comprehensive 
cyber and data loss coverage that big companies receive 
with the affordable pricing that small and mid-sized 
businesses deserve. 

To find out more, speak with your Business  
Development Manager.

DATA AND CYBER PROTECTION

The question is no longer 
if a business will be 
hacked, but when.

THE FACTS

1 5in
Canadian businesses 
are hit by cyber-
attacks each year

of email scams target 
small and mid-sized 
businesses

54%

149k
is the average cost 
of data breach 
recovery for small 
and mid-sized 
businesses

$

goremutual.ca

COMMERCIAL INSURANCE PRODUCTS
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Are young industry pros  
being set up to fail? 
November 28

The story: An aging demographic is exiting the industry 

and transferring knowledge to youth is paramount,  

says Monica Wolding, recent winner of the CIP  

Society’s National Leadership Award.

Margaret Chetram says: 

This article hit the nail on the head. I have been saying  

to my president for the longest while that the young folks 

feel they know everything — and they have the attitude to go with it. Perhaps this is  

the reason why they cannot learn. I know of one well-respected insurer that has embarked on 

letting go of a lot of their experienced people; they have the philosophy that talking is the game.  

It is a scary time in this business. Too much technology is somewhat of a hindrance,  

because the young underwriters just fill in info and don’t have to think too much.

Patrick Treacy says: 

In my experience, the majority of younger brokers and underwriters respect neither their older 

peers nor the accumulated knowledge and skill base of industry veterans. More worrying still 

is that senior management in both brokerages and insurance companies appear not to value 

the veterans who can offer invaluable knowledge and experience to the younger brokers and 

underwriters as mentors. Once the veterans retire (whether forced or voluntarily), that resource  

is lost to the industry, never to return. Simply, for the past 20 years, we have been watching  

the “dumbing” down of the skill and knowledge base of the insurance community. The end 

result is and will continue to be dangerous to the insurance-buying public. 

The Millenial in your office says:

I would like the dialogue around Millennials to shift. Instead of a wide, blanket mis-categorization 

of an age group – i.e. referring to Millennials as entitled, disrespectful, and bad learners – get  

to know your fellow teammates. You may learn something you didn’t expect. Maybe you’ll learn 

that the younger generation is excited, open and willing to learn from their veterans (your word  

for our specialists, not mine). Next time you see someone needing an education of sorts,  

give it. Trust me, we will respect you for it, and appreciate it more than you think.

9canadianunderwriter.ca  |  January 2020

Industry execs see no immediate end to the hard market
November 26

The story: The pressure on prices is unlikely to ease any time soon, brokers  

heard at the recent Top Broker Summit held by Canadian Underwriter.

Simon Fenn says:

For the past 15 years, despite loss trends becoming progressively worse, insurers continued to 

compete against each other rabidly. The day that insurers make it a corporate policy never to drop 

[prices] to unsustainable levels is the day that some stability will be seen and appreciated by the 

general public and brokers. Our industry bears the brunt of the blame for its own current crisis. 

We don’t really need to bring reform into it, just good fiscal and underwriting management.

perspectives
canadianunderwriter.ca l    company/canadian-underwriter l    @CdnUnderwriter l    canadianunderwriter

Why OSFI  
is concerned  
about ‘black box’  
underwriting
December 4

The story: OSFI is concerned about “black 

box” underwriting that is based on artificial 

intelligence. It can be difficult “to figure 

out what is going on,” OSFI’s assistant 

superintendent of insurance supervision, 

Neville Henderson, said at KPMG Canada’s 

annual insurance conference.

Phil Dynes says: 

Interesting to see a regulator speak so 

candidly about AI impact. Paths that don’t 

cross often. 

How commercial office 
buildings can improve their 
flood resilience
November 21

The story: Commercial real estate building 

owners or managers in Canada can do 

several things to improve flood resilience.

Marc Nadeau says: 

La différence entre travailler contre ou avec 

la nature! [The difference between working 

against or with Nature.]

Commercial lines that  
will see the greatest rate 
increases in 2020 
November 16

The story: Commercial property, umbrella, 

and public company D&O lines will see rate 

hikes in 2020, says Willis Towers Watson.

Carla Martin says: 

It bites, but at this point brokers got this: 

have your seat in the upright position and 

tighten your belt for another challenging year.

Thousands displaced by 
this apartment fire won’t 
go home this year
November 18

The story: More than 1,000 residents who were displaced by a major electrical fire at a Toronto high-rise 

apartment building in August 2018 still haven’t moved back into their homes.

Goebel Insurance Agency Inc. says:

I’m betting those who had tenant insurance are grateful and those who didn’t won’t make that mistake 

again. Good read if you’re renting because it really can happen anywhere, anytime.

$
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CIP Society

Unpredictable

Media Prestige Siver

Thursday, April 16, 2020 

Toronto Board of Trade

Featuring inspiring keynote speakers, insightful seminars and our 

Leaders Unscripted session, Symposium is the premier industry event  

for GTA’s insurance professionals.

This event brings together bright minds to discuss the issues impacting our 
industry now and in the future.

Sessions include:

• Rethinking resiliency in a period of extreme climate risk

• Spotting black swans: A strategy for rethinking the unpredictable

• The new case for parametric insurance

“Thought-provoking day with engaging  

sessions and speakers. Not to be missed.”

Learn More! Visit www.insuranceinstitute.ca/gta

Breakfast Keynote Speaker

Tony Chapman  
Keynote Speaker – Conference Host – 
TV and Radio Personality
Stop Telling Your Story. Become Part of Mine.
How to get the attention of the people  

that matter most to you.

Lunch Keynote Speaker

Dr. Joy Albuquerque, MD, MA, FRCPC 

Medical Director, Physician Health Program 
Ontario Medical Association
Assistant Professor, Dept of Psychiatry 
University of Toronto
Health and wellness at work: an oxymoron?

Leaders Unscripted

Gain a new perspective on leadership as executives  
share their personal insights in an intimate group setting

Philomena Comerford, President & CEO/ Principal 
Baird MacGregor Insurance Brokers LP  
& Hargraft Schofield LP

Saad Mered, CEO & Chief Agent 
Zurich Canada

Heidi Sevcik, President & CEO 
Gore Mutual Insurance Company

Jason Storah, CEO 
Aviva Canada

Thank you to our generous sponsors:
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INTEREST RATES | DEC 4 
The Bank of Canada kept its key interest rate 
on hold. It noted that while global recession  
concerns are waning, trade conflicts and  
related uncertainty continue to remain a key 
risk. The central bank’s overnight rate target  
has been set at 1.75% since last October.

declarations

A s insurers work with Canadians 
to reduce flood damage, the shores 
of Ontario’s Great Lakes are high-

er than they have been in 30 years, put-
ting properties at risk.

“We are well above where we typically 
are for water elevations in Lake St. Clair 
and the Detroit River,” reports Andrew 
Dowie, executive initiatives coordinator 
for the City of Windsor. As a result, offi-

cials are concerned about potential flood 
risk in the Windsor area. The same is 
true further north along the Canadian 
shore of Lake Huron.

On the Huron shore, a boardwalk in 
the Town of Goderich was badly dam-
aged this past October after a storm 
caused 10-foot waves, the Signal-Star 
newspaper reported at the time. “The 
concern right now is our water treat-

ment plant,” Larry McCabe, chief ad-
ministrative officer for the Town of 
Goderich, told Canadian Underwriter a 
month after the incident. At the time, 
there was no actual damage to the plant 
but town politicians approved a project 
to help protect the plant. The project in-
cludes placing armour stone of various 
sizes along the waterfront to stop waves 
from damaging the treatment plant. 

High water mark
Property risk from erosion and waves on the Great Lakes is  

on the rise because of record-high surface elevations

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

FLOOD RISK

HIGHLIGHTS     Vehicle Safety p.13 l Digital Claims Triage p.17 l Big Moves p.19

MALPRACTICE  
INSURANCE | DEC 2
Given the adoption of technology-enabled solutions  
and artificial intelligence in the healthcare field,  
sometimes it’s hard to trace liability to a specific  
person or device, which may be an issue for traditional 
malpractice coverage, CFC Underwriting reported.

11canadianunderwriter.ca  |  January 2020
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Register Now: WWW.INSURTECHNORTH.COM
Early bird pricing ends February 14th

 Interactive break-out session on Insurtech ecosystem
   Wolf Pack Startup Pitch Competition
  NEW Expo Showcases at the Insurtech North Expo  
  Speed-date style networking at the Marketplace

 Seven discussion panels on today’s Insurtech hot topics

 
 
 

Agenda highlights include:

Where Insurance Leaders & Innovators
Meet to Create Opportunity & Growth
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FORCE OF  
ATTRACTION | DEC 2
There were 47 merger and acquisition 
transactions in the Canadian broker dis-
tribution channel in 2019 Q3. That’s down 
from 49 transactions in 2018 Q3, but up 
from 30 in 2017 Q3, according to KPMG.

SURVEY SAYS…

systems. The International Lake Ontar-
io-St. Lawrence River Board is one of 
several organizations falling under the 
International Joint Commission, which 
regulates bodies of water straddling the 
border with the United States. Among 
other responsibilities, it regulates the 
flow of water through the Moses-Saun-
ders Power Dam and nearby locks. 

The Moses-Saunders dam crosses the 
St. Lawrence River near Cornwall, Ont. 
and Massena, N.Y., between Kingston 
and Montreal. Almost all water from 
the Great Lakes eventually passes by the 

dam before flowing further downstream, 
eventually draining into the Atlantic 
Ocean. The dam is controlled by Ontario 
Power Generation on the Canadian side 
and the New York Power Authority on 
the American side.

The faster the water flows through the 
Moses-Saunders dam, the quicker Lake 
Ontario can drop. But that in turn in-
creases water velocity in narrow water-
courses, which could lead to public safe-
ty issues. For this reason, the authorities 
must exercise caution when they change 
water levels.  

There is risk to private property as well. 
On a 50-kilometre stretch of shore north 
of Goderich, more than 700 properties 
have at least one structure at risk from a 
sudden collapse of bluffs, according to the 
London Free Press, quoting the Maitland 
Valley Conservation Authority.

As of press time, the surface of Lake 
Huron was the highest it has been since 
1986. “There are anticipated rises of lev-
els in 2020 that we are hearing about,” 
McCabe reports.

Insurers contacted for this story de-
clined to comment about claims aris-
ing from higher-than-normal Great 
Lakes levels. But it seems intuitively ob-
vious that higher water levels and fast-
er-running watercourses elevate flood 
risk in certain areas of the province, po-
tentially leading to higher claims costs.

As of Nov. 29, 2019, the Great Lakes 
were 18 to 33 inches above their average 
monthly level, the U.S. Army Corps of 
Engineers reported at the time. 

Lakes Michigan and Huron were four 
feet above the “chart datum,” which 
Fisheries and Oceans Canada defines as 
a low water level agreed upon by Cana-
da and the United States for the purpose 
of making charts for ships and boats. 
Lake Erie was three feet and 10 inches 
above chart datum, while Lake Ontario 
was two feet and nine inches above chart 
datum on Nov. 29.  “Lake Ontario is the 
only Great Lake that has a chance of get-
ting near or returning to its long-term 
average by spring 2020,” the Interna-
tional Lake Ontario-St. Lawrence River 
Board said Nov 22.

The spring timing is key. Catastrophe 
Indices and Quantification Inc. (CatIQ), 
which keeps track of the Canadian prop-
erty and casualty insurance industry’s 
losses, reports that the occurrence of 
weather-related catastrophes has shifted 
from summer to spring. 

And it’s not simply a simple matter 
of lowering the water levels via lock 

DECLARATIONS

LIMITATION OF  
LIABILITY | DEC 2
A section of the Quebec Civil Code on warranties 
and latent defects can effectively quash a  
limitation-of-liability clause in a contract for  
ship engine parts, the Supreme Court of  
Canada ruled, siding with Lloyd’s.

13canadianunderwriter.ca  |  January 2020

Car safety features
Designed to prevent auto accidents, modern vehicle safety features such as  

automatic braking and lane departure warnings might actually  
be distracting drivers, a survey of 3,050 Canadians suggests.

63% feel advanced safety technology can contribute to distracted driving

48% say vehicle safety technologies pose a risk to road safety

46% think Canadian drivers are over-reliant on vehicle safety technologies

80% call for more education on how to use vehicle safety features

52% believe that vehicle safety features help to reduce collision frequency

51% of drivers agree that safety features are needed to keep roads safer

Source: Desjardins Insurance. 
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FIND MORE PHOTOS AT

CanadianUnderwriter.ca/gallery

Top Broker Summit
November 25
Toronto, Ont.
More than 200 registrants attended Canadian Underwriter’s Top Broker Summit, 
which explored the theme, “How will you change?” Keynote speakers included 
neuroscience professor Tali Sharot, who talked about “the optimism bias,” and U.S. 
economist Charles Meyers, who boldly predicted the outcome of the upcoming U.S. 
election. The Insurance Institute presented the findings of its latest research on 
cyber insurance, while LowestRates.ca CEO Justin Thouin showed how aggregators 
can collaborate with brokers. After a session on recruiting broker talent, an industry 
executive panel featuring Steve Phillips (Sovereign), Rowan Saunders (Economical) 
and Carol Jardine (Wawanesa) rounded out the day’s events.

ON THE SCENE
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“Cancer is something that affects us all, whether you’re a 
mother, daughter, wife, sister or friend,” said Lucy Hathaway, 
Vice President of Marketing, Communications and Distribution. 
“Supporting WICC and the great work they are doing to raise 
money for cancer research and enhance the quality of life for 
those living with the disease is a natural extension of the work 
we do every day to take care of Canadians and the 
communities where we live and work”

Travelers Canada is proud to join forces with WICC 
and the insurance industry in the fight to end cancer.

Travelers Canada has supported the Women in 
Insurance Cancer Crusade for many years and 
we are very pleased to become a National 
Sponsor of the organization.

Design compliments of

WICC Announces a 
New National Sponsor

Thank you to our Platinum 

NATIONAL SPONSORS

©   2019  Women in Insurance Cancer Crusade. All rights reserved. WICC and the WICC logo are  
trademarks of Women in Insurance Cancer Crusade. 

®

35945_WICC Underwriter Ad .indd   1 2019-11-27   10:36 AM
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2019 Q3 RESULTS | NOV 28 
Canada’s federally-regulated property and 
casualty insurers showed an improvement in 
their property lines claims ratios, although 
auto lines are still in trouble, according to 
2019 Q3 results released by the country’s 
solvency regulator.

17canadianunderwriter.ca  |  January 2020

DECLARATIONS

T o cope with thinning talent in a 
greying claims workforce, insur-
ance organizations are starting to 

digitize their claims triage and other 
workflows. 

It’s called “intelligent process automa-
tion (IPA),” a combination of automa-
tion, workflow processes, and artificial 
intelligence (AI) or machine learning.

Basically, IPA learns from a compa-
ny’s rules and claims patterns to direct 
certain claims to adjusters who have the 
most experience, skills or talent in a par-
ticular area. “In any organization, there 
will be adjusters with different skills 

sets and experience that can handle cer-
tain types of claim files more efficient-
ly, depending upon what the injury or 
claim profile may be,” explains Mathew 
Raymond, founder of Expeflow, a cloud-
based, centrally-administered claims 
management platform for medical and 
healthcare claims. 

To explain how it works, Raymond 
cites an example from Health Claims 
for Auto Insurance (HCAI), an elec-
tronic system for transmitting auto in-
surance claim forms between insurers 
and health care facilities in Ontario. 
Third-party health care providers in 

the province are required by law to sub-
mit their treatment plans for insurance 
claims to HCAI.   

“We have all of these injury codes 
coming in from HCAI that have been 
entered into the insurer’s file,” as Ray-
mond explains. “Now you can learn 
which adjuster is handling which types 
of files, depending on the type of the in-
surance policy. IPA can help insurers 
direct the right file to the right adjuster. 
For example, maybe you have a claimant 
come in and an emotional impairment 
is an aspect of the file. That can now be 
handled by someone who has more ex-

Electronic claims triage
Trying to figure out which claim is best-suited to  

which adjuster? Now technology can do that for you

B Y  D AV I D  G A M B R I L L ,  Editor-in-Chief

CLAIMS AUTOMATION

SPORTS LIABILITY | NOV 29
Amid a reckoning in the NHL and mounting 
allegations of abuse and harassment 
in university sports, athletes renewed a 
call for an independent body to probe 
complaints and oversee a universal code of 
conduct, Canadian Press reported.
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CRANE REPAIR | NOV 28
Nova Scotia’s provincial government paid  
$2 million to remove a construction crane that 
toppled in downtown Halifax during post-tropical 
storm Dorian, the province’s transportation minis-
ter reported. The province took responsibility for 
repair while insurance coverage remains unclear.

perience with those types of claims.”
The AI component takes IPA far be-

yond simple process automation, accord-
ing to Expeflow CEO Terry Stepien. A 
standard example of simple process au-
tomation is when an insurance organiza-
tion takes a fairly straightforward form 
and completely automates the process for 
collecting the data. No one in the company 
touches the form during the process; the 
information gets processed very quickly.

Step 2 of IPA is when an organization 
maps out its workflows, identifying who 
does what. Here, the knowledge transfer 
from senior to junior adjusters is essen-
tially digitized. Stepien describes Step 2 
as follows: “Now you can have adjust-
ers with two to four years of experience 
doing things that senior adjusters who 
have 15-17 years of experience do. That’s 
because you’ve put the sequence of steps 
in that the [senior adjusters] may have 
had in their head, you’ve captured some 
of that knowledge and institutionalized 
it in the insurer, and now you can have 
more consistency across the force.”

AI and machine learning come into 
play during Step 3 of IPA.   

“Once you have the [business process] 
information in place, the system can 
start suggesting things to you that you 
may not have thought of,” says Stepien. 
“The system can start tracking best prac-
tices. It may say, ‘In other situations like 
this, you’ve done this with a person,’ or 
‘This is the kind of question that you [as 
an adjuster] might ask.’ So, as an adjust-
er, you can see what’s coming next and 
start to get ahead of it. 

“The real benefit of AI is looking at 
all of your knowledge and, based on 
the rules you give it, the system can say, 
‘Here is the information that may be rel-
evant to what you are looking at today,’ 
as opposed to the adjuster trying to find 
the little missing nugget in a vast sea of 
information.”  

DRUNK DRIVING LAW | NOV 27
Quebec drivers found guilty of a second 
impaired driving offence will be required 
to drive vehicles equipped with an alcohol 
ignition interlock device for the rest of their 
lives, the province’s government-run  
accident benefit provider announced.

NEW OFFERS

VIRTUAL APPRAISAL TOOL

Vendor: Snapsheet
Target audience: Zurich Canada customers
What It Does: Eliminates the need for in-person claims appraisals, making the process faster and 
more efficient for customers.

Zurich Canada has launched a new virtual appraisal tool to help customers resolve auto 

physical damage claims. The vehicles may be owned by Zurich’s insureds and/or used 

by employees of the insureds. Developed by Snapsheet, a Chicago-based insurtech, the 

solution uses customer-submitted photos to provide experienced Snapsheet appraisers 

with a view of visible damage to a vehicle. Photos can be submitted by owners of any 

third-party vehicles for which the customer may be liable due to the accident. Upon 

receiving these photos, appraisers generate an approved Zurich Canada repair estimate 

within hours. Zurich estimates use of this tool “can cut what would be a 10- to 15-day 

cycle time using traditional appraisal methods to just two or three days.” Snapsheet 

is available in all provinces except British Columbia, Quebec and New Brunswick. Use 

excludes certain types of losses: hail undercarriage damage, and mechanical damage.

POLLUTION LOSS DATABASE

Vendor: Charles Taylor Technical Services
Target Audience: Insurers, brokers, and oil and gas companies
What It Does: Aggregates data from sudden and accidental oilfield pollution-related insurance losses.

Charles Taylor Technical Services has released a comprehensive pollution loss database 

related to oilfield incidents in Western Canada over a 10-year period. Data include 220 

sudden and accidental oilfield pollution-related insurance losses managed by Charles 

Taylor Technical Services in Canada’s four western provinces. Containing information 

about losses affecting land and waterways, the database is available to insurers, brokers, 

and oil and gas companies on a subscription basis. It is updated with new loss details bi-

monthly to ensure the accuracy and timeliness of insurance loss data for the region. Data 

insights can help to improve risk management practices of pipeline and well operations. 

Data points include the year of a spill, region, cause, type of loss containment, age of 

line, average inflation-adjuster gross quantum, and number of claims, among others.

CYBER RISK QUANTIFICATION 
Vendor: Marsh
Target audience: Marsh clients
What It Does: Offers clients new insight into the impact of their cyber security investments.

This suite of cyber risk consulting capabilities offers clients new insight into the impact 

of their cyber security investments. The product is available in Canada, the United States 

and Europe. Now Marsh clients can quickly and easily:

•  Evaluate effectiveness of their cyber security controls and prioritize risk mitigation 

accordingly

•  Assess data-driven, “what-if” scenarios to evaluate existing and future cyber 

investments

•  Evolve cyber security from technical jargon to a board-level conversation

•  Comply easily with cyber risk disclosures and reporting requirements

•  Use financial analysis of cyber risk exposure to inform risk management strategies, 

including risk mitigation and risk transfer decisions.

p11-19 Jan20 Declaration.indd   18 2019-12-12   8:51 AM



19canadianunderwriter.ca  |  January 2020

DECLARATIONS

Paul Tiller is now claims 
manager for Ontar-
io-based Cayuga Mutual 
Insurance Company. He 
was a senior executive at 
Granite Claims Solutions,    
which was acquired by 
SCM. His career began in 

1988 as a field adjuster at Crawford and 
Company Insurance Adjusters.

Former head of 
State Farm Canada retires

Barbara Bellissimo helped lead State Farm Canada through  
the transition after it was bought by Desjardins Group

BIG MOVES

Robert Lepine 
is now district 
manager for 
Western Quebec 
at ClaimsPro/In-
demniPro, an SCM 
company. Lepine 
has held regional 

director positions for various national 
insurers over his 25-year career.

Geneviève Fortier  
is now CEO of 
Quebec City-based 
Promutuel Insur-
ance. She came 
to Promutuel from 
SSQ Insurance, 
where she was  

the senior vice president of sales  
and distribution.

WHO: Barbara Bellissimo 

FORMER ROLE:  Managing vice-president,  

Desjardins Agent Network

P&C EXPERIENCE: 33 years

PROFILE: Chief agent for Canada at State Farm in 

2015 when Desjardins bought State Farm’s Canadian 

operations. Until recently, she was chairwoman of the 

Institute for Catastrophic Loss Reduction.

Barbara Bellissimo, who worked her way up from underwriter to chief agent of State 
Farm Canada, has retired from Desjardins Group after a 33-year career in the industry.

Before her retirement on Jan. 1, she was managing vice-president for the Desjardins 
Agent Network. State Farm’s Aurora, Ont.-based Canadian operations were acquired 
by Desjardins Group in 2015.

“Barbara made a very significant contribution to what remains today as the most 
important transaction and integration program in Desjardins’ history,” stated Denis 
Dubois, Desjardins Group’s executive vice president of wealth management and life 
and health insurance, referring to the State Farm acquisition.

The new vice president of the Desjardins Agent Network is Benaaz Irani, who has 
worked at Desjardins for 18 years.

Bellissimo joined State Farm Canada in Ontario as an underwriter in 1986. She 
was chief agent from 2009 through 2014. Until recently, she represented Desjardins 
on the Institute for Catastrophic Loss Reduction (ICLR)’s board of directors. She has 
the Fellow Chartered Insurance Professional (FCIP) designation and served on the 
board of directors of the Insurance Bureau of Canada from 2009 through 2015. She will 
continue to serve on the Southlake Regional Health Centre Foundation Board.

COMMERCIAL CONCERNS | NOV 27
Insuring intangible assets such as intellectual  
property or data on the cloud could soon become 
an emerging issue for commercial lines underwrit-
ers, insurance company executives told brokers 
attending Canadian Underwriter’s Top Broker 
Summit meeting in Toronto.

ALLOWING E-SCOOTERS | NOV 27
Ontario began a five-year pilot project on Jan. 1 
to allow e-scooters on roads. E-scooter drivers 
must be at least 16 years old and wear a hel-
met. Scooters must have front and rear lights, 
and a horn or a bell. E-scooter pilot projects  
are also underway in Quebec and Alberta.

TRUSTED ADVISOR

Dear Cold,
Falling behind at work is the main reason 
why 54% of employees go to work sick, 
according to a recent survey. The thing about 
colds and the flu is, they’re viruses. They can 
easily spread from one person to the next. 
That’s what makes things tricky for brokerage 
principals: they need their employees to do 
the work, but being at the office puts others 
at risk. As a principal, you could suddenly 
face a big problem if several of your em-
ployees are down for the count. What to do? 
Follow the lead of a number of insurers and 
brokers: tell your staff to stay home. After 
that, you have a couple of options. If your 
employees feel up to working from home, 
encourage them to do so. Ideally, your office 
has capabilities for staff to work offsite. That 
way, you’re still getting productivity from 
them but keeping the germs away. However, 
if they’re not even up to that, just let them 
take the day off as a sick day. (You do offer 
sick days, right?). You’re better off letting 
your employees take the whole day off to rest 
and recharge so they come back healthy. It’s 
not worth it to insist on someone operating 
at less than full strength; that risks putting 
them out of commission for an even longer 
period because they didn’t take better care of 
themselves. Many brokerages will encourage 
leaders to empower staff to make the best 
choices – one that keeps the rest of the team 
out of harm’s way and helps the employ-
ee take care of themselves. Remember, a 
healthier workplace is a more productive and 
happier one.

Winter is here and I’m 
worried about sick days. 
We’re short-staffed as it is. 
I don’t want people to come 
to work sick, but we can’t 
afford to fall behind.  
What can we do?
— Cold McFlu
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GREG MCCUTCHEON, President, Opta Information Intelligence

DATA TO  
THE RESCUE
Witness to three hard markets, 
Greg McCutcheon, president of 
Opta Information Intelligence, 
tells how advanced analytics can 
predict the winners and losers 
in today’s hard market       

By David Gambrill, Editor-in-Chief

HARD MARKET
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cu | You have witnessed  
three hard markets over your 
25-year career. How does  
this one compare to others?
It seems like in earlier hard markets, 
there was a quicker recognition of the 
fact that results were down, which was 
curious for me because we have more in-
formation and data than we did last time 
round. Also interesting is that people are 
using data and analytics to help them 
find their way out of this.

cu | What’s the benefit of  
using data and advanced  
analytics in a hard market?
I understand that pricing increases are 
absolutely necessary when companies 
are losing money, but more sophisti-
cated insurers will be able to recognize 
opportunities to offer competitive rates to 
certain customers across Canada based 
on analytics and data. Insurers don’t 
have to undertake broad-sweeping price 
increases. If you can look at your book 
in a more refined manner, even in this 
market, you can potentially give a better 
price. That’s based on analytics giving 
you a better understanding of the risk as-
sociated with each individual customer.

cu | What happens to insurers 
that don’t have access to data?
It’s funny that, although data is being 
used by more advanced insurance com-
panies to assess their book of business 
on a risk-by-risk basis — for example, 
which risks will lead to more future loss 
costs, or more likely to have claims, or 
require price increases upon renewal — 
in some cases, a lot of companies still do 
not have data or sophisticated pricing 
strategies internally. That can lead them 
to taking bold action. I like to use the 
analogy of, “I hate to take an axe to a 
problem when you can use a scalpel or a 
laser beam.”

cu | What does it mean in  
this context to “take an axe”  
to the problem? What’s the 
pricing strategy here?
There’s only one way out of a hard mar-
ket and that is to underwrite your way 
out. The difficulty is when you try to put 
through blanket price increases across 
the board. If you do that, your good risks 
could find a home elsewhere. Another 
company using advanced analytics will 
know the difference between profitable 
business and non-profitable business. 
If I am a broker and I know a massive 
price increase is going to come through, 
I know my customer is going to be upset 
by that, so I’m going to try to find a new 
market for that business at a better rate. 
Sophisticated insurers will understand 
whether or not this is a good risk; they 
will price it accordingly. 

cu | What’s the market  
impact when some companies 
use advanced analytics and 
others don’t? 
The leading companies got ahead of 
this hard market. They saw it coming, 
they acted accordingly, and now you are 
starting to see the results. They are sig-
nificantly outperforming the rest of the 
industry. That’s the proof of good data. 
Look at companies that have advanced 
analytics versus those that do not in this 
hard market. Look at the combined ra-
tios of those that have advanced analytics 
— that says it all. The vast majority of the 
industry is not making an underwriting 
profit, but the advanced insurers that 
deployed rate-by-peril solutions and ana-
lytics quite some time ago are turning an 
underwriting profit. Perhaps not as good 
a profit as they would like, but in most 
markets they are making a profit.

For companies without advanced 
analytics, your good risks end up  
leaving through the renewal process 
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zations implement rating-by-peril solu-
tions to make their pricing strategies as 
sophisticated as the large insurers who 
have these platforms. 

cu | We’ve talked about 
insurers using data, what 
about the brokers? How do 
brokers benefit from using 
data in the hard market?
Data can tell them analytically what 
risks in their portfolios are the ones 
most likely to have any type of claim. 
We can segment the data by all of the 
various perils that can happen at a 
location — fire, water, wind, and hail, by 
personal or commercial lines, and even 
liability. That helps you to get ahead 
of the discussions with consumers. 
There’s an opportunity to have an in-
formed discussion with customers who 
are in a flood zone, for example. You 
can let them know in advance that their 
insurance is going to be higher because 
they may be more likely to have a sewer 
backup claim. That’s a better way to jus-
tify premium price increases than, say, 
when price increases are implemented 
and brokers don’t necessarily under-
stand the science behind the decisions 
have been made.

cu | How can inspections 
play to a broker’s advantage 
in a hard market?
Inspections are a good tool to help 
understand the risks. For example, if 
buildings aren’t insured to value cor-
rectly on the commercial side, you are 
leaving premium on the table. If you are 
going to increase a customer’s premium, 
an inspection process is a good way to 
advise the client why. A broker is able 
to tell the client: “Here’s what we found, 
and here are some risk mitigation strat-
egies we can put in place to protect your 
business.” We are seeing more brokers 
advising customers on inspections right 
now. It shows the customers that the 
brokers are working for them. I don’t 
think it’s a hard dialogue to say, “Hey, 
you know what? It’s been awhile since 
we’ve assessed the value of that building. 
We need to make sure that you are prop-
erly insured or managing your risk.”  

PROFILE

22 January 2020  |  Canadian Underwriter

when you take rate actions across the 
board. Unfortunately, the unprofitable 
risks — the ones that no other market 
is willing to pick up — are the ones that 
will stay on your book. Not only will 
they have to pay increased premiums, 
but they are still more likely to have 
increased losses. 

cu | Generally speaking,  
bigger companies collect 
more data than smaller 
companies, giving them a 
competitive advantage in the 
advanced analytics space. 
How do the smaller  
organizations compete? 
They partner with companies that have 
the data. For example, at Opta we have a 
very advanced AI platform to help orga-
nizations understand pricing strategies 
and the profitability of their portfolios. 
We have invested millions of dollars into 
this platform. We’ve invested in data 
scientists. We can help smaller organi-

Title: President, Opta 

Information Intelligence 

Past experience: Twenty-five 

years of experience, including 

four years as president of 

SCM Risk Management 

Services  

Academic Background:  

Holds a Certificate in 

Risk Management (CRM) 

designation, in addition to 

a Bachelor with Honours 

Degree in History and Politics 

from Queen’s University.

GREG
MCCUTCHEON
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TIC Annual Black Tie Dinner
November 7, 2019
Toronto, Ont.
More than 300 people attended the Toronto Insurance Council (TIC)’s Annual 
Black Tie Dinner, a popular event attended by representatives of Canada’s 
independent commercial insurance brokerages. Keynote speaker David Frum, 
a Canadian-American political commentator, discussed politics in the era 
of U.S. President Donald Trump. Attendees enjoyed a cocktail reception in 
advance of a delicious meal served up at the Four Seasons Hotel. Ten major 
Canadian insurers sponsored the event, including Liberty Mutual’s in-kind 
donation to the TIC Scholarship Program. 

WICC Ontario Learning 
Breakfast for Cancer
November 6, 2019
Toronto, ON
Four hundred and twenty-five insurance professionals enjoyed a delicious break-
fast on ‘Take Our Kids to Work Day’ while learning about cancer and its effect on 
our lives. Dr. Thomas Kislinger, a prostate cancer specialist, and Dr. Warren Chan, a 
breast cancer specialist, each discussed the latest advances in his particular area 
of cancer research. This year’s 22nd annual breakfast event by the Ontario chapter 
of Women in Insurance Cancer Crusade (WICC) raised $22,000.
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COVER FEATURE l CLAIMS REPORT 2020

By Adam Malik, Managing Editor

Catastrophes have hit Canadian P&C adjusters  
hard, causing many to wonder if the industry has  
the capacity to handle increasing workloads.  
Why adjusters see sunnier times ahead

CLAIMS REPORT 2020
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T
here’s a reason why insurance adjusters 
may feel exhausted these days. Quite sim-
ply, there aren’t enough of them. 

Whether it’s flooding in major cities like 
Calgary and Toronto, ice storms, wind-

storms, hailstorms, wildfires in B.C., Alberta 
and northern Ontario, or even Hurricane Dorian 
that hit the Atlantic provinces in 2019,  there’s no 
shortage of claims. Catastrophe claims have con-
sistently topped the $1-billion mark annually over 
the past 10 years, according to Insurance Bureau 
of Canada (IBC)’s 2019 Fact Book. The volume of 
claims has stretched claims professionals thin.

But whereas the number of claims has in-
creased, the number of adjusters seems headed 
in the opposite direction, according to a 2018 
P&C insurance industry demographic study 
conducted by the Insurance Institute of Canada. 
The median age of Canadian insurance adjust-
ers is 47, according to the Institute study. Mean-
while, only 6.6% of adjusters are under the age 
of 30, versus the average of 17.2% for the rest of 
the P&C insurance industry. Reading into the 
numbers suggests a whole lot of adjusters are 
ready to retire — and not many young adjusters 
are ready to take their place.    

Despite these gloomy indicators of a looming 
capacity shortage, claims adjusters are forecast-
ing sunny days ahead. Several senior claims pro-
fessionals interviewed for this story believe things 
are getting better, not worse, when it comes to 
tackling claims workloads. Is this a case of the 
Alfred E. Neuman character in Mad Magazine 
grinning while the world collapses around him, 
saying, “What, me worry?” Or are there genuine 
grounds for optimism when it comes to the indus-
try’s claims capacity?

Volatility in claims and talent
If we look at the claims situation in 2019 relative 
to previous years, things indeed look somewhat 
brighter. The workload for claims experts was 
down in 2019 compared to the year before. “The 
biggest driver has been that Canada as a whole 
has seen benign weather, relatively speaking, 
compared to 2018,” observes Jeff Sutton, senior 
vice president of business development and mar-
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keting with Claimspro in Toronto. As of 
Dec. 1, Canadian catastrophe claims in 
2019 once again exceeded $1 billion, but 
that’s only about half of what they were 
the year before, according to IBC. 

Still, you can’t predict what may hap-
pen in 2020. Two years ago in Ontario, 
multiple instances of flooding and a May 
4 windstorm “really strained the indus-
try as far as capacity was concerned for 
losses that, seen from a severity perspec-
tive, weren’t that [costly],” Sutton said. 
“But the sheer volume of claims coming 
in from across the industry overwhelmed 
the insurers and created lots of work for 
independent adjusters.”

These incidents reinforced a bracing 
message for the industry: there may 
not be enough capacity to handle peak 
claims volumes. 

“I think we’ve learned the hard way a 
few times over last few years that claims 
departments can be overwhelmed by 
either a single large event or a series of 
large or medium events, particularly on 
the severe weather side,” says Glenn Mc-
Gillivray, managing director at the Insti-
tute for Catastrophic Loss Reduction in 
Toronto.

It’s a people problem. For example, 
companies “may not have proper con-
tracts in place with the independent ad-
justing agencies, [so] maybe their people 
have to handle a large volume of claims 
by themselves,” McGillivray cites as one 
of many possible reasons for the shortage. 

The problem is exacerbated by the 
unpredictability of where claims may 
happen next, says Mike Van Elsberg, 
deputy senior vice president of claims 
for western Canada at Intact. Based in 

Calgary, Van Elsberg says western Can-
ada “summers have been fairly benign 
from a weather standpoint. But while 
they’ve been benign here, when you go 
east, it’s a different situation. There, you 
see more Cat activity with the flooding 
and the windstorms and the hurricane 
effects in Atlantic Canada. We’ve seen 
a lot of the volume there in the last two 
years. But then when you look at the 
years prior to that, we had the Fort Mc-
Murray situation, the floods in Calgary 
and more significant hail events [in 
western Canada].”

That see-sawing creates volatility 
when it comes to planning where to 
place the company’s claims resources, 
Van Elsberg adds. “You see the volume 
of claims migrating back and forth 
across the country. Boots on the ground 
is a difficult strategy to execute when 
you see your claims volume moving 
back and forth.”

Finding people to fill those boots is a 
top industry priority, according to John 
Jones, president of the Canadian Inde-
pendent Adjusters’ Association (CIAA). 
“If the lack of capacity isn’t remedied, 
the insurance industry will be facing 
an inevitable knowledge gap,” he said. 
“This is an increasingly competitive 
market with an empowered customer 
base that can’t afford a diminishing base 
of experienced talent.”

Technology fills the gap
It will take time to draw new blood into 
the business, train the new adjusters, 
and then promote them to become next 
leaders in claims. That’s a challenge. 
“Like anything else in life, experienc-

es get built over time,” Sutton says. “As 
people handle more files, they become 
much more experienced with the types 
of losses that they have.” 

Despite the high median age of ad-
justers, they have not been cited as an 
acute hiring priority by industry HR 
professionals, in part because many 
become adjusters later in their careers 
(relative to the new recruits coming into 
other segments of the industry), the In-
surance Institute’s research found. In 
addition, adjusters are more easily re-
cruited from other segments within the 
P&C industry. But challenges remain in 
recruiting youth into the claims indus-
try. Efforts have been made to establish 
post-secondary programs to attract 
young new adjusters. 

Mobility is another ongoing challenge 
for the claims industry. Generally, it has 
not been easy to move adjusters between 
provinces, notes Pat Battle, CIAA exec-
utive director, although there has been 
some easing of the rules. For example, in 
2017, premiers in the Atlantic provinc-
es agreed to simplify insurance licens-
ing protocols so that adjusters could be 
quickly dispatched to Cat events. “Since 
then, we are seeing more and more reg-
ulators implementing relaxed licensing 
processes in times of urgency allowing 
for quicker boots on the ground,” Battle 
reports. “However, the onerous applica-
tion processes are still necessary within a 
specified timeframe.”

McGillivray observes that the nature 
of the work doesn’t make always make 
it an effective strategy to hire people. 
Sometimes adding people to the ranks 
can be bad economics. People can’t be 
sitting around simply waiting for the 
next catastrophe. “There has to be a 
happy medium,” he notes.

Perhaps there is, thanks to technol-
ogy. The industry is heavily investing 
in tech and that’s helping alleviate the 
challenges seen on the talent side. One 
reason why HR professionals are not as 
concerned about hiring young adjusters 
to replace retiring adjusters is because it 
is expected that “automated claims pro-
cessing will reduce the need for adjust-
ers,” as the Institute’s research observes.

Instead of an adjuster going to assess 

“Boots on the ground still matter. If it 
takes too long to start a claim, everything 
else suffers. Despite all of the things that 
technology can do, the claims industry 
still needs to replenish its ranks.”

COVER FEATURE l CLAIMS REPORT 2020
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crash damage, for example, customers can take photos of the 
damage themselves and upload them directly to their insurer. 
Adjusters are taking advantage of drone technology that can 
get to places people can’t. This is something that wasn’t pos-
sible until recently. Sutton estimates it’s picked up in the last 
12 to 18 months. And it’s changing the game when it comes to 
competing for client business.

“Years ago, people would call their broker to report their 
claim and they would wait patiently for a phone call. Today, 
when people have a situation, they expect to be able to report 
their claim immediately,” Van Elsberg said. “The ability for 
companies to create a digital experience for customers is going 
to be critical.”

Artificial intelligence also plays a key role. The industry is 
making AI investments to ensure information is being collect-
ed in a consistent manner, and that the output of data — from 
scoping to loss estimates — brings the file to a speedy resolution. 

“It enables the consistency with which we can collect informa-
tion, whether it’s in the Greater Toronto Area, outside of Van-
couver, or somewhere in a remote location in Quebec,” Sutton 
says. “If we can collect information consistently and relay that to 
our insurer partners, that enables them to then process the in-
formation faster on their end. Technology helps facilitate that.”

Claims experience: The differentiator
Making a claim is not a positive experience for the customer, 
so bringing things to a speedy resolution is paramount for car-
riers. Sutton points to the current messaging from many car-
riers on television: they’re touting their claims process experi-
ence as what separates them from the competition. 

Everyone in the industry is acutely aware of the risk of hav-
ing a poor claims experience; that’s when customers learn ex-
actly what they paid for. A bad claims experience could send 
them elsewhere instead of renewing the policy. So how do you 
keep them happy? 

“I think the expectations on how they interact with com-
panies are evolving,” Van Elsberg says. “We do a lot more on 
our smartphone today than we ever imagined, and customers 
expect to be engaging with their service providers digitally.”

Providing access to claims information at all hours of the 
day or allowing customers to self-serve through much of the 
claims process are just some of the items important to clients. 
“[Those] are all pieces that, from an industry standpoint, we 
need to evolve to meet those expectations,” Van Elsberg says.

Adjusters are all well aware of this, which is why they’re 
on board with helping wrap up a file in a timely manner. 
“We’re focused on speed because all the data that’s been col-
lected over the years will tell you: The faster you can bring a 
file to resolution, the better you’re going to improve that cus-
tomer experience for the insured,” Sutton says. 

People still matter
But boots on the ground still matter, says Van Elsberg. If it 
takes too long to start a claim, everything else suffers. Despite 
all of the things that technology can do, the claims industry 

FIRST GENERAL CONTINUES TO 
EXPAND ACROSS CANADA!
First General continues to strengthen their network across 
Canada with the opening of a new location in British 

Okanagan region. 
“We welcome our new owners Ryan & Doug Eisenhut to our 
First General family! We are excited to work with dedicated 

father-son team will provide exceptional quality service in the 
Okanagan region.” Frank Mirabelli, CEO.
Ryan Eisenhut was a commercial insurance broker, 
specializing in Construction, Realty, and Oil and 
Gas. Ryan’s extensive insurance experience and 
background helped move his focuses to the 
Restoration industry. 
Doug Eisenhut owned a successful insurance 
brokerage in the Okanagan region for 40 years. He 

as well as knowledge of all aspects of insurance 
from customer service to the claims process.
“We are very excited to be part of a reputable banner 
such as First General. We believe we are aligned with First 
General’s culture and philosophy.” Ryan Eisenhut.

ANNOUNCEMENT

HELP HAS ARRIVED. 1-877-888-9111

CLAIMS REPORT 2020 l COVER FEATURE

still needs to replenish its ranks.
For CIAA’s Jones, the industry needs to change the way it 

attracts the next generation. “Companies need new, fresh ap-
proaches to talent acquisition and retention strategies,” he 
says. “To succeed in the long term, career-pathing and devel-
opment must form an integral part of that approach. That be-
ing said, many factors can go into the process, such as engag-
ing Millennials, addressing the technological skill shift, and 
promoting up-skilling.”

Many Millennials are gung-ho about making a difference in 
the world, Jones says, and so claims careers should be posi-
tioned as a means to achieve that desire. Also, he adds, “Mil-
lennials are committed to growth, so companies should help 
them visualize a road map that’ll show them the potential to 
climb the ranks within a company.”

Aviva Canada’s chief claims officer, Bryant Vernon, high-
lights the company’s efforts last spring to dispel myths that a 
career in claims would be unattractive through a social media 
campaign. “And it worked,” Vernon says. “The campaign vid-
eo itself garnered over a million views, and we received hun-
dreds of applications from great candidates as a result.”

Vernon emphasizes the importance of soft skills in the re-
cruitment process. Technical skills can be taught, he says, but 
those who can connect quickly and authentically will make the 
difference for the industry.  
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COMMERCIAL INSURANCE

Thanks to emerging industries and threats, captives 
have once again taken centre stage as a popular 
form of alternative risk transfer 

By Adam Malik, Managing Editor

AUDIENCE
CAPTIVE 
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B
orn in hard market conditions, cap-
tives tend to flourish, as they are do-
ing now, when insurance prices in-
crease and coverages evaporate. 

But this time around, it’s not just 
the hard market buoying the fortunes of 
captives. Emerging risks are providing a 
new reason for commercial brokers to rec-
ommend a captive to their clients.  

The captive option

A captive is basically an insurance com-
pany established or and/or owned by the 
insureds. Alonso Tello, vice president of 
captives and alternative risk at AXA XL, 
defines a captive as “a wholly-owned sub-
sidiary of the larger organization.” It is “de-
signed either to insure or reinsure the risk of 
its parent organization.” Captives, Tello goes 
on to say, “are a great tool for companies to 
address their emerging risk quickly.”

Modern-day captives have been around 
for at least 50 years. As early as the 1920s, 
companies in the oil, explosives and tobac-
co industries opted to insure themselves 
because no other insurance company 
would cover their risks without charging 
exorbitant rates. Organizations in the 
healthcare, mining, electrical and nuclear 
sectors followed. Today, captives are cov-
ering a whole host of new risks — from 
medical stop-loss, to cyber, to blockchain, 
to mobile apps. 

Business Insurance counted just under 
6,700 captives globally in 2017. In Canada, 
140 captives were established as of 2011. 
They are increasingly becoming part of a 
company’s approach to risk management, 
says Andrew Hosie, vice president of na-
tional strategic growth and risk manage-
ment at Gallagher in Toronto. Companies 
creating captives “are now looking to take 
on more control of their risk rather than 
paying a traditional premium,” he says. 

Hard markets often thrust the captive 
option into the limelight. Tello expresses 
pessimism when he is asked how long he 
thinks the current hard market will last; 
he thinks it could go for a few more years 
and even beyond. “This, I feel, will moti-
vate insurers to consider whether a captive 
is right for them,” he says. “We’re already 
seeing this happen.”

But market conditions aren’t the only 
reason for the growing popularity of cap-
tives, experts say. New and emerging in-
dustries are turning to the option as a way 
to protect themselves, since traditional 
coverage for them is either unavailable or 
too expensive. Take the cannabis and fin-
tech industries, for example, which have 
trouble finding traditional insurance cov-
erage because they’re too new. Not enough 
historical claims data is available for an 
insurance underwriter to gauge their risk 
thoroughly. 

“Some of the new risks — and the reason 
why the [captives] industry was created in 
the first place — were the result of an insur-
ance crisis,” says Mike Woytowicz, Bermu-
da-based director of business development 
with Artex, the alternative risk solutions 
subsidiary of Gallagher. He cites crypto-
currency and digital asset custodians as 
two examples of emerging industries.

An emerging threat like cyber also 
caused companies to establish or grow 
their existing captive, Tello observes. As 
the number of cyber risks escalated, “cov-
erage was sometimes hard to obtain or too 
pricey because there wasn’t enough data 
available,” he says. “Companies that had 
access to a captive brought some of the 
[cyber] risk into the captive, basically al-
lowing them to incubate the risk for a few 
years and enable them to respond to the 
risk more efficiently.”

Climate change is another risk influenc-
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ing captive growth. About 75% of busi-
nesses are frequently affected by weath-
er, Tello estimates, citing numbers from 
Paris-based AXA Climate. A captive 
can absorb that risk, Tello points out, by 
helping its parent company’s business 
unit “from either a revenue perspective 
or a cost perspective.”  

Eventually, enough claims data will be 
collected that these emerging industries 
will be able to find coverage from tradi-
tional insurance companies. Until then, 
however, “captives are stepping in now to 
help these people get insurance because 
they desperately need it,” Woytowicz 
said. “Sometimes, fintech companies can 
only find coverage above $100 million, or 
something like that, so they need some 
sort of protection lower down across var-
ious lines of insurance.”

Domiciles up their game

The locations of captives are constantly 
shifting. Some domiciles for captives are 
making themselves more attractive for 

new business by emphasizing their tax 
compliance, good reputation, and adher-
ence to international regulations.

Bermuda and Barbados, for example, 
both have tax information exchange 
agreements in place with Canada. Each 
has gone to great lengths to ensure glob-
ally-recognized regulations are being 
applied within their countries. 

“A lot of financial centres have been 
getting a bad reputation from the major 
players like the OECD [Organisation for 
Economic Co-operation and Develop-
ment] and European Union [for] having 
harmful tax practices,” explains Ken 
Campbell, director of investment pro-
motion at Invest Barbados.  

Canadian and American compa-
nies insist on establishing captives in 
tax-compliant jurisdictions, which is 
why it’s important for domiciles to ad-
here to tax regulations, adds Jean-Paul 
Cumberbatch, manager of research and 
development at Invest Barbados. “Being 
fully compliant with the EU and OECD, 

that is an attraction in and of itself be-
cause companies want to know they’re 
operating in jurisdictions that are ful-
ly compliant with international stan-
dards.”

Compliance with international stan-
dards has helped to boost the reputation 
of captives, Hosie points out. Over the 
past 10 to 15 years, domiciles have be-
come more transparent and communica-
tive about the benefits and regulations in 
place. “Recently, the Bermuda Monetary 
Authority issued a communique around 
what they will and will not allow with 
respect to the cannabis industry,” Hosie 
cites as an example. “Things like that are 
allowing people to learn really quickly 
and directly from the source.”

About half of the 284 captive opera-
tions currently operating in Barbados 
are Canadian. The island has seen at 
least 10 new captives every year since 
2014, including 20 in 2017. About 70% 
of captives in Bermuda are from North 
America. 

30 January 2020  |  Canadian Underwriter
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CIAA Canadian Claims Summit
October 10, 2019
Toronto, Ont.
The Canadian Independent Adjusters’ Association (CIAA)’s Canadian Claims  
Summit attracted claims professionals from across the country to hear from 
numerous speakers on challenges facing the industry. The day was packed  
with applicable lessons for attendees, with panelists discussing the future  
of the claims industry, how to attract talent, technology, and enhancing  
the customer experience. 

ON THE SCENE

FIND MORE PHOTOS AT

CanadianUnderwriter.ca/gallery
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M
oving is among one of the more stressful things 
you can do in your life, health research indicates. 
And the stress is compounded when Mother Na-
ture kicks you out of your own home.  

Certainly, everyone can appreciate why people 
want to stay in their homes, no matter what the potential 
risk of damage. But now that water damage has crested to 
the top of insurers’ claims expenses, insurers are less in-
clined to support a homeowner’s desire to live in a high-
risk flood zone. Recent industry discussion has focused 
on moving people out of harm’s way. But how do you en-
tice people to move out of high-risk flood plain areas?

Flood of water claims 

Water damage made up about one-quarter of all cata-
strophic damage in Canada this past year, according to 
Catastrophe Indices and Quantification Inc. (CatIQ). 

Looking at the global water damage totals between 1983 
and 2008, the average annual cost of water-related dam-
age was between $250 and $450 million, says Blair Felt-
mate, head of the Intact Centre on Climate Adaptation 
at the University of Waterloo. But for nine of the past 10 
years, that average has ballooned to $1.8 billion. 

The average cost for an insurer to fix up a homeowner’s 
water damage claim is $43,000, according to Insurance 
Bureau of Canada (IBC). Most insurers have stopped in-
suring high-risk homes for flooding.

Moving people out of flood zones has become a topic of 
discussion for governments of all levels. But there’s a lot 
of sensitivity attached to the issue. For example, after a se-
vere weather system caused significant water damage to 
many Quebec homes on Apr. 8, the provincial government 
revamped its disaster assistance program. Payouts would 
be capped at $100,000; once homeowners reached that 

FEATURE l FLOOD RISK

FLOOD RISK

How governments and the industry should 
broach the delicate topic of expropriation 
in areas at high risk of flood damage  

By Sarah Cunningham-Scharf, Freelance Writer

neighbourhood
There goes the 
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threshold, the province would offer to buy their home for 
$200,000. Although Quebec’s $100,000 cap significant-
ly exceeded the $43,000 average cost for a flood claim, the 
provincial government’s $200,000 buyout option caused 
a backlash from residents. 

“People showed up at town hall meetings,” says Felt-
mate. “They were jam-packed, sitting five rows deep, with 
great concern that their houses were registered as being 
in high flood-risk zones. They saw it as stigmatizing their 
homes, devaluing property.” 

The crux of the problem, says Glenn McGillivray, manag-
ing director for the Institute for Catastrophic Loss Reduc-
tion, is that while $200,000 is the average value of a home 
in the province, it doesn’t represent the value of all Quebec 
homes deemed to be a high flood risk. “It’s pretty widely 
accepted that the offer made by the province of Quebec is 

well-meaning, but perhaps not quite on the mark,” he says.
Other Canadian expropriation programs have yielded 

similar results. For example, many residents of Missis-
sauga, Ont. resisted the Cooksville Creek buyout program 
in 2017. Two-thirds of Calgarians who were offered buy-
out packages following severe flooding in 2018 also re-
fused to move.

But that doesn’t mean all home buyouts are destined to 
generate opposition, Feltmate says. “They do work. We 
know that they’re possible to execute almost in all cases.” 
For example, after Hurricane Sandy pummeled New Jer-
sey in 2012, the state’s Blue Acres buyout program saw 
the successful purchase of homes in high-risk areas. The 
homes were then converted into vacant land where excess 
water could drain more effectively. 

So why was sentiment positive toward New Jersey’s 
program and not Quebec’s? For McGillivray, the biggest 
difference is that the homes south of the border were pur-
chased at fair market value. “Buyouts at fair market value 
— that’s the key,” he says. Systems are already in in place 
to determine the fair market value of Canadian homes, he 
adds. “If you were to sell the home pre-flood, what would 
you put it on the market for? We deal with municipal tax 
assessments all the time and real estate agents help us. 
The machine’s already there.” That begs the question: if 
it’s possible to offer buyouts at fair market value, what’s 
preventing Canadian expropriation programs from suc-
ceeding?

Flood plain mapping is outdated

“Flood plain maps on average across the country tend to 
be about 20 to 25 years out of date,” Feltmate says. “The 
Trudeau government made a commitment to update the 
flood risk maps for Canada and make them broadly avail-
able in a user-friendly format. But they’re not there yet.”

But even though the federal government can take 
strides to improve the quality and accuracy of flood maps, 
flood resiliency falls under provincial jurisdiction — and 
the definition of a high flood risk zone varies from prov-
ince to province, says Feltmate. “Some use a one in one-
in-150-year flood event to delineate flood regions or flood 
zones. Some use a one-in-500-year.”

Craig Stewart, IBC’s vice-president of federal affairs, 
says the responsibility for identifying high-risk properties 
is generally passed down to municipalities. They’re the 
best-placed to identify those homes, he says. “However, we 
need a means for them to access industry flood data so that 
the true risk of those properties can be priced accordingly.”

Recognition of homeowners’ mitigation efforts

Homeowners have taken steps to waterproof their homes, 
says Feltmate. “Homeowners can engage in a lot of things 
proactively themselves — things they can do over a week-

FLOOD RISK l K FEATURE
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end, for a couple hundred dollars, with 
no special expertise.” Examples include 
disconnecting down spouts from the 
eavestroughs system if water is running 
into the weeping tile system;  watertight 
windows at grade level; and battery 
backup supply for sump pumps so they 
will run during a power outage.

The problem is, the insurance indus-
try “is not set up to identify, certify, and 
insure such homes because the modifica-
tions are made at the individual property 
level,” says Stewart. “That’s a big wrinkle. 
Will those homes be insurable because 
they’ve been mitigated? As an industry, 
we don’t have a consistent answer yet.”

At the community level, IBC is “work-
ing on how to capture flood mitigation 
efforts properly, so that if flood diver-
sions, dams, or culverts are installed and 
communities are de-risked, we can mod-
el that more accurately,” Stewart says.

The path forward

IBC and the federal government are co-

ordinating a three-year plan with the fol-
lowing steps:
1 |  Modernizing flood mapping through 

collaboration between different lev-
els of government, institutions, and 
the insurance industry.

2 |  Using updated floodplain mapping, 
communities can identify homes at 
risk and encourage homeowners to 
reduce the odds of water damage.

3 |  Insurers can offer incentive pro-
grams for homeowners who take 
mitigation steps.

4 |  Communities can more accurate-
ly identify residents at highest risk 
and buy them out at fair market val-
ue.

5 |  For high-risk homeowners who re-
fuse to move, insurers can create 
a specialized high-risk insurance 
pool through a public-private part-
nership.

The three-year timeline isn’t carved 
in stone, Stewart cautions. In the mean-
time, Feltmate says communities and 

homeowners should be more proactive 
about reducing their flood risk.

Communities “can use berms, di-
version channels, holding ponds, cyst 
turns, bio swales, and permeable sur-
facing,” Feltmate says. “They can do 
strategic restoration or save natural in-
frastructure. There are a lot of things we 
can deploy within communities practi-
cally and cost-effectively.”

Floodplain maps may be out of date, 
Stewart says, but “many municipalities 
have a good idea which properties are 
probably at highest risk. So they don’t 
need to wait until governments and in-
surers collaborate and get a national 
program going. They can start identify-
ing these properties now.”

Once those homes are identified, Mc-
Gillivray says fair market value buyouts 
are the best solution. “The Number 1 
rule of risk management is to avoid the 
risk,” he says. “So, if you’re not [living] 
there, don’t go there. And if you are 
there, get away from there.”  

Breaking 
news!

NOW 43 FRANCHISES IN CANADA

5 new franchises in Ontario

GTA

CAPITAL CITY

PEEL-HAMILTON

GUELPH

NIAGARA
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Register today! 
Early bird rates end January 31st.

20/20 Foresight:
Keys To Success in a Dynamic World
In the last ten years, insurance has weathered all manner 
of disruption: the industry operationalized new models, 
recognized the primacy of the customer experience, discovered 
social media, contended with low interest rates, underwent 
transformation, increased innovation, went digital, saw the birth 
of InsurTech, entered the age of cyber risk, and harnessed new 
tech tools, including predictive analytics, AI, blockchain, ML, 
APIs, and more. What’s ahead in the new decade?

An intense focus on the consumer — their experience, their 
risks, their loyalty. Those who innovate in products and services 
will stand out. The consumer wins; leaders win as well.

Join your peers at ICTC2020 on Feb. 25-26 
and explore key topics, including:

Additional information and registration: www.insurance-canada.ca/ictc

REGISTER NOW!
FEBRUARY 25-26, 2020

BEANFIELD CENTRE, TORONTO

Hear the latest expert perspectives 
on hot topics including:

Proactive 
Communications: Take 
CX to the Next Level 
and Drive Measurable 
Business Benefi ts
Eugene Lee
VP - Insurance & Wealth 
Management Solutions
HEARSAY

InsurTechs: Winning 
in the Marketplace
Ron Glozman
Founder & CEO
CHISEL AI

Leveraging Third-Party 
Data for Marketing, 
Underwriting and Claims
Eric Weisburg
VP - Research and Consulting
NOVARICA

The Evolution of 
Innovation in Canadian 
P&C Insurance
David Arbuthnot
Director - Innovation Outpost
WAWANESA INSURANCE

PRESENTED BY

  Product innovation
  Customer experience (CX)
  Marketing
  Claims

  Cyber risk
  Broker distribution
  Emerging technology
and more

1-844-550-4222 or 437-222-4222
info@insurance-canada.ca

If you are interested in sponsor 
opportunities, please contact:

18th Annual Insurance-Canada.ca Technology Conference

Tuesday, February 25th
General sessions for insurers and brokers. 
Vendor presentations. Technology updates. 
The Experience Zone. The ICTA awards 
ceremony. An industry networking reception.

Wednesday, February 26th 
Thought leadership and insights for everyone.
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T he remediation phase of brownfield 
redevelopment project 655 Princess 
Street in Kingston, Ont. called for a 

seemingly straightforward scope of tasks: 
environmental site assessments, sampling, 
and removal of contaminated substances. 

But a devastating fire on a cold Decem-
ber day would present a worst-case sce-
nario for project consultants, as well as 
some lessons for insurance company un-
derwriters who assess the risk of covering 
half-built construction projects. 

Remediation project

Before this redevelopment project, 655 
Princess Street was a vacant property. 
The property was to be redeveloped as 
a 140-unit student apartment complex. 
However, for property use to be changed 
from commercial to residential zoning, 
the site required the filing of a Record of 

Site Condition (RSC), a legal requirement 
in Ontario under the Environmental Pro-
tection Act.  

XCG Consulting Limited was hired to 
complete the Phase 1 and Phase 2 Envi-
ronmental Site Assessments (ESAs). The 
ESAs were conducted in August 2012 
and the remediation began in April 2013. 
Widespread soil contamination was found 
on the site; one area had groundwater 
contamination. During the remediation 
phase, about 11,000 tonnes of contaminat-
ed soil was excavated and hauled off-site. 

Following the soil remediation, an 
RSC was filed for the portion of the site 
that did not have groundwater contami-
nation. Above-grade construction of the 
large wood-frame apartment building 
began shortly afterwards on this first 
RSC parcel of land.

On the remaining parcel, where 

groundwater contamination had been 
found, six months of follow-up ground-
water testing was completed after the 
soil remediation. A second RSC was then 
filed, completing the RSC process for the 
entire site. Above-grade construction 
could then start on the second RSC parcel.

In October 2013, XCG’s role as the 
environmental consultant was officially 
complete. But then came the unexpected.

Frame on fire

On Dec. 17, 2013, with much of the wood 
framing of the 4.5-storey building com-
plete, a small fire broke out on an upper 
floor. The unfinished building had neither 
fireproofing materials nor a sprinkler sys-
tem installed yet, so the fire quickly spread. 
The wood structure was destroyed within 
two hours, despite the valiant efforts of the 
Kingston Fire Department. 

Unfinished business
 Why a winter construction fire should give underwriters pause 

before covering the risk of unfinished buildings

B Y  K E V I N  S H I P L E Y,  Partner, XCG Consulting Limited

CONSTRUCTION RISK
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According to eye-witnesses, the flames 
were four storeys high. Several sur-
rounding buildings were also damaged; 
some had to be demolished.

From remediation to rehab

Following the fire, XCG became involved 
in the environmental rehabilitation of 
the site. Approximately 5,000 cubic 
metres of fire water mixed with ash, 
charred residue, and fire-retardant foam 
had accumulated in the basement park-
ing garage and the sump pits at the site.

The rehab aspect of the project was 
conducted during the winter months. 
By the time the site was safe to access 
following the fire, a thick layer of ice 
had formed on the surface of the accu-
mulated fire water, prolonging the en-
vironmental rehabilitation of the site. It 
took approximately nine weeks to com-
plete the rehabilitation work, and a few 
months after that before construction of 
the building resumed. 

The apartment building is now home 

to hundreds of tenants, many of whom 
are students attending Queen’s Univer-
sity. Maybe some of them are students in 
engineering and environmental science 
who will appreciate all that went in to 
building their residence.

The cost of the 655 Princess Street 
project was $1.3 million for the remedia-
tion, plus an additional cost for the clean-
up and environmental rehabilitation 
component. Much of this was paid di-
rectly by the client’s insurance company.

For insurance companies underwrit-
ing constructions risks, the fire presents 
some valuable learning opportunities. 
When assessing insurance coverage for 
a construction site, take the following 
several critical factors into account:

1) Risk assessment 

It’s important to consider the building 
stock details such as size, construction 
materials (including fireproofing mate-
rials), external exposure, and fire protec-
tion systems such as sprinklers.

37canadianunderwriter.ca  |  January 2020

2) Fire response readiness

Evaluate distance from the fire depart-
ment. Confirm the fire response appara-
tus, property maintenance procedures, 
and pre-incident planning measures.

3) Water supply

Ensure water system access for fire pro-
tection. Pay particular attention to the 
municipality’s ability to control major 
fires in light of the risks associated with 
a construction site.

4) Site security

Assess measures established during con-
struction to maintain surveillance in areas 
where there is a greater risk of fire — in-
cluding parts of the structure where com-
bustible materials are present, and where 
ignition sources such as portable heaters 
or propane torches are in active use. 

Kevin Shipley is a partner of XCG Consulting Limited 

and is based in the Kingston, Ontario office.

HANDBOOK
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peer to peer

This is a hard market. I know some are re-
luctant to call it one, but when capacity 
can’t be found and rates continue to in-
crease, all signs lead me to believe that 
this market is in fact a hard one.

How much longer it will last is really 
a guess at this point. It’s been at least 
15 years since a market correction. I 
think this will continue for a couple of 
years. After that, I’d expect to see more 
stability and consistency across the 
industry, rather than the swings we’ve 
experienced.

It’s been a big hit for many segments 
to pay significantly more for insurance. 

However, if we’re adding greater value 
along the way, then that premium in-
crease is more palatable. 

The industry needs to contact clients 
anywhere from three to six months 
ahead of time to manage expectations 
and discuss renewal strategies. This 
prepares everyone to work on finding 
solutions together. It’s a three-way part-
nership between ourselves, the brokers 
and the client.

We also need to focus on the claims 
experience. Getting an adjuster out to 
the loss as quickly as possible to iden-
tify the cause and to issue cheques is 

extremely important. When you think 
about the challenges our clients face, 
they need to get up and running again 
to maintain their business. 

Finally, risk engineering is key. 
While it’s essential to respond to a 
claim, it’s even more important to help 
our clients prevent a claim in the first 
place. We as an industry need to collab-
orate with our clients on strategies to 
reduce exposure.

What we sell is a promise to pay. And 
while we can’t help prevent everything, 
we need to continue to step up regarding 
risk mitigation.  

 CUSTOMER EXPERIENCE

HOW TO 
SURVIVE 
THE HARD 
MARKET
The hard market is in full swing, 

meaning the industry must focus on 

all aspects of dealing with a client. 

Linda Regner Dykeman, chief agent 

of Canada for Allianz Global Corpo-

rate & Specialty, outlines a three-

prong survival strategy.

– As told to Adam Malik
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