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look for innovative ways of working together, is so important to us. From the launch
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FROM THE EDITOR

The Biggest One

How the industry will survive a global pandemic

t the time I write this, just under 2 million people around the world

have been infected with COVID-19, the disease caused by novel coro-

navirus, and more than 123,000 people have died from it. In Canada,

as of Apr. 14, just over 26,000 COVID-19 cases have been confirmed,
with 823 deaths reported.

Shortly after the World Health Organization declared COVID-19 a glob-
al pandemic on Mar. 11, governments across the world, including in Canada,
started shutting down travel and businesses to slow the spread of the virus.
By Mar. 15, brokerages and insurers were already well underway sending their
employees home to work remotely. But as social distancing drags on, perhaps
for as long as six to eight months, and as the economy buckles, it remains to be
seen what the long-term effects of COVID-19 will be.

The P&C insurance industry is built to withstand large-scale disasters. In-
surance pros are prepared to be there for their clients in times of dire need.
But this may be the first time the industry has had to help all Canadians, all at
once, through a truly global catastrophe. This, quite frankly, is not “business
as usual,” even for the property and casualty insurance business.

For a relationship-based industry like insurance, dark days lie ahead.
There are no industry events in which to share knowledge and learn from
one another. Personal contact with clients is highly discouraged, as we are
all ordered by governments to stay home and keep at least two metres apart
from one another. Many Canadians have lost their jobs and their businesses,
and the economy is shutting down all around us. We're all hoping the health
care system doesn’t shut down as well.

These are scary times. More than a few veteran industry professionals
have told me, “It’s like we are living in a movie.” A dystopic movie, to be sure,
and it’s all playing out very quickly. Meaningful, honest and truthful commu-
nication is critical now, both within the industry and between the industry
and the public. Talking to each other — be it by phone, video, or text — is how
we will work out solutions to common problems. This is how the industry
has weathered major crises before, and it’s how the industry will help their
clients - and each other - through to the end of this pandemic as well.

Stay healthy everyone. And keep talking. It’s working. cu

u},/.;ua bodit

david@canadianunderwriter.ca

o Twitter: @Cdnunderwriter 0 Facebook: canadianunderwriter
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The impact of the aging workforce
and technology on claims talent

In an industry that is beginning to see quick adaptation to incoming technology, the long-term effects of automation, image technology and
artificial intelligence on day-to-day work life are exciting, but need to be considered from all angles. Colin Asselstine, Director of Claims
Subrogation, Salvage & Vendor Management at RSA, sheds light on how increased automation and new technology is changing the required

skill sets for those working in insurance and the butterfly effect on the claims sector overall.

The effect of automation in APD

Some of the non-complex lines of business, such as Auto Physical Damage (APD) insurance,
are undergoing a significant transformation, due in large part to automation. This change will
bring continued opportunity to improve the customer experience, however, the shift will pose
a challenge for industry talent in the long run. “APD has been the traditional starting point for
training new claims professionals in the industry. Most entry-level graduates start in APD,
moving up into property, bodily injury (Bl) or accident benefit (AB) claims adjudication. If we
erode part of the employee intake process at the APD level, we’re cutting into our traditional
talent pipeline across the entire industry and not allowing talent to learn at a pace that will
allow them to succeed. The talent model needs to change,” Asselstine says.

Technology taking over the tasks traditionally assigned to industry newcomers, combined
with the aging adjuster workforce, poses an industry challenge. What can be done to tackle
this talent gap before it’s too late?

The human element is still critical

The industry is looking at digital evidence via technology that allows adjusters to get eyes
on-site without a physical visit, as well as various tools to capture and quantify damage (e.g.
drones and 3D cameras) to provide claims context. However, while these measures can

be effective for cosmetic damage, we just aren’t at the point where technology alone can
predict the extent of hidden damage to a car or a home. “Al may help us narrow the number
of decisions we need to make. However, we still rely on the human expertise of experienced
appraisers and adjusters to apply judgement to certain situations and determine when it is a
case of a repair or total loss,” adds Asselstine.

As the number of required APD adjuster roles decreases due to automation, the roles will
evolve to be more customer centric. In adapting to this evolution, training and hiring for skill
sets that will improve the customer experience during a claim will be a key area of focus.

Education is a priority

We need to ensure adjusters
are getting the experience
they need in order to develop
the expertise that our
customers rely on them for,
that can’t be replicated by

technology today. In order to
do that, we need to ensure
we’re building a sustainable
pipeline of talent so that our
industry continues to have
skilled workers with the right
training for years to come.

RSA is well known in the industry for its commitment to continuing education for brokers and employees. The insurer is now doubling
down on that educational offering — with an internal focus - in order to cross-pollinate its employees with key skills that will set them up

for success as an adjuster. “Being a successful adjuster involves a number of skills — both hard and soft. One way in which we are bracing
against the talent gap on the technical side is by hiring people from other industries with complementary skill sets for a career in claims,”
adds Asselstine. “A key area of focus for claims training is emotional intelligence, since claims adjusters often deal with customers during
challenging times. This alternative recruitment strategy can help shrink the timeline to train someone for a career managing complex claims

and help fill the workforce gap caused by increased automation.”

An industry-wide problem

While Asselstine represents one key national insurer, he notes that this is an industry-wide issue that requires insurers to come

together, especially as claims get more complex.

“We need to ensure adjusters are getting the experience they need in order to develop the expertise that our customers rely on them
for, that can’t be replicated by technology today. In order to do that, we need to ensure we’re building a sustainable pipeline of talent
so that our industry continues to have skilled workers with the right training for years to come,” concludes Asselstine.
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What a ‘made-in-Alberta’ no-fault auto
insurance regime would look like
March 13

The story: A no-fault auto insurance system in Alberta
would remove costs from the system and also make
physical damage repairs happen a little quicker and
more efficiently, says the CEO of the Insurance Brokers
Association of Alberta.

Steve Kendal says:

| agree we should get proper treatment and care, but | also want the bad driver who hurt me
pay me for my pain and suffering. That is why we have the court system to figure that out. Why
should bad drivers be allowed to get away with hurting others and not pay for the victim’s pain
and suffering? Just so they can save a few bucks in insurance? That sounds very unfair.

Michael MacNeill says:

| don’t get how cash makes a difference to the pain and suffering of someone injured. Maybe a
trip to Hawaii with the proceeds of a $20,000 lawsuit? Does that make the pain go away? The
“bad drivers” do not pay the “victims” — their insurer does. Let’'s make sure the injured people
get proper medical attention and rehabilitation, and cut back on court costs and litigation.

Theo van Besouw says:

It is obvious that the insurance system needs to be fixed, but what is missing is: Why are there
not more rigorous measures taken against people who cause accidents? Why do people who
have a clean driving record for decades have to pay for those who repeatedly forget to keep their
distance from the vehicle in front of them? It would benefit everyone if repeat
offenders are faced with a steep (let’s say double) rate for each accident
they cause. That would go to the root of the problem.

Commercial brokers remind industry
about emergency ‘hold covered’ protocols
March 19

The story: At the beginning of the COVID-19 pandemic, brokers and carriers turned their minds
towards extending policy renewal dates and flexible payment options for consumers.

S

David Edgar says:

This should be made a statutory condition to be read into every policy immediately.

COVID-19: |

A brokerage’s »
guide to working tiriderwriter:
from home

March 17

The story: Ontario brokerage

Mitchell & Whale is recreating the
office environment in their employees’
homes — right down to sending the
office chair home with their staff.

Aaron Nantais: . S

This is not a
COVID-19-specific 1
issue, but rather a I
business continuity !
issue that should '
have been ready to

go regardless of the N _
type of emergency. Given Se e
the thousands of clients that

brokers care for, | hope brokers have
learned to be better prepared for the

next emergency. Our team was ready and
waiting and our team executed the plan
flawlessly. Congrats to all of my team for

an amazing job!

Jason Jenkins says:

When | got a BlackBerry in 1999,
people laughed at me. When we set up
remote work years ago, people laughed
at me. The average sheep doesn't like
change, even for the better.

Linda Colgan says:

Likewise, we at Bryson are seamless
in our day-to-day activity. Prepared and
fully operational.

Politicians debate
merits of insurer-based
new home warranty
March 12

FAIR Association says:

Barbara Captijn says:

The story: Tarion Warranty
Corporation, Ontario’s home
warranty program, will have a new
mandate to resolve claims as soon
as possible, provincial politicians
confirmed recently.

Barbara Captijn says:

Aren’t private insurers already involved in Tarion through underwriting? Like all
insurance products here in Ontario — hard to figure out it seems — but we all
know who makes the big money and it isn’t the people trying to fix problems.

So this is new? Tarion “to resolve claims as soon as possible?” So previous mandate was to drag their
feet as much as possible? Who's the new watchdog? Same. Broken Tarion, still broken.

| believe @AvivaCanada and other insurers finance ‘Tarion bonds’ to builders via Tarion. So, to my
understanding, they indirectly provide what Tarion doesn’t.

canadianunderwriter.ca | May2020 9
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BROKER VALUE PROPOSITION

COVID-19 operations

How the brokers’ pandemic response accelerated their conversion
to digital, thereby enhancing their value to consumers

ome Canadian brokers may long

for a return to simpler times — a

utopic future in which the novel
coronavirus runs its course through the
body politic, and then all of us return to
our offices and resume operations like
things were before COVID-19.

But Kenny Nicholls, president and
CEO of Western Financial Group, one
of Canada’s largest brokerages, isn’t
among those who pine for a return to

DENTAL COVERAGE | APR2

Aviva Canada is standing by its pandemic coverage
included in TripleGuard, a customized, unique, one-of-a-
kind insurance product for Canadian dentists.

The insurance company promised guidance to dentists
who want to submit claims arising from government
orders shutting down non-essential service.

BY DAVID GAMBRILL, Editor-in-Chief

the status quo. In fact, he believes work-
ing remotely from home during the
pandemic will shape the brokers’ future
long after the coronavirus is gone.

“T don’t know what the new norm
will become after all of this subsides,”
Nicholls told Canadian Underwriter in
mid-March, soon after the federal gov-
ernment started telling people to work
from home to slow down the spread of
COVID-19, the disease caused by the

17

ECONOMIC STORM

” Canada’s P&C insurance industry will likely not
experience significant underwriting losses
overall, but financial volatility due to COVID-19
will affect investment portfolios in the short-
term, global credit ratings firm DBRS Morning-

\ star said in a new report.

coronavirus. “The world is going to be
very different. But we will have learned
alot of lessons from this. A lot of the way
business was conducted prior to COVID
might ending up looking very different.”

How so0?

“I think [the brokers’ response to the
pandemic] will allow us to provide these
self-serve options [to consumers] while
still allowing people to have access to ex-
perts and making sure that, at any point

| APR 1
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DECLARATIONS

in their journey, consumers have an ex-
pert behind them to make sure they have
the coverage they need,” Nicholls said.

Before the World Health Organization
(WHO) declared COVID-19 to be a glob-
al pandemic on Mar. 11, many within the
industry pondered how to offer to con-
sumers digital self-service alongside the
broker benefits of choice, advocacy and
advice — all key elements of the broker
value proposition.

The rapid spread of COVID-19 into
Canada quickly shut down that aca-
demic debate. Twelve days after WHO’s
declaration, provincial governments
across Canada ordered the closure of
all “non-essential” businesses. In On-
tario and Quebec, as in other provinc-
es, insurance was listed as an “essential
service,” and thus exempt. However, as
of press time, the vast majority of insur-
ance professionals in Canada are work-
ing remotely from home.

An Internet meme posted on LinkedIn
by Ontario broker Adam Mitchell, pres-
ident of Mitchell & Whale, is telling: A
picture shows a multiple-choice question
that asks: “Who led the digital transfor-
mation in your company?” The answers
are: “A. CEO. B. CTO. C. COVID-19.” A
red circle appears around the answer C.

But even if it took a global pandemic
to expedite the brokers’ pivot to digital
services, many brokers feel the outcome
will showcase their value.

“We feel that the new norm will re-
inforce the value of the broker and the
need for an insurance expert for most
insurance transactions out there,” Nich-
olls said.

He added that the emergency circum-
stances led to brokers offering insurance
“in such a way that we don’t have to meet
face-to-face, but we can do it using a va-
riety of other options. I hope that would
be the new norm.”

For example, during the pandemic,
Western Financial unlocked a new way

EXTENDED HARD

MARKET | APR 1

Pricing relief offered to Canadian businesses
absorbing a financial hit from the pandemic could
ultimately prolong the hard market, Intact's CEO
Charles Brindamour said. “It is responsible to
pause [price increases] and make sure we help
customers in that environment”

I

P&C industry’s biggest pandemic concerns

Two weeks after the World Health Organization declared COVID-19 a global pandemic,
Canadian Underwriter asked its readers: “What are your biggest concerns right now?’
More than 300 respondents picked among 10 given options. (Numbers don’t add up to
100% because they ticked multiple options.) Here’s what they said:

- olw
1 3
I 3
- 5173
- - 3
o 30%
28
21
. )
. 23

Managing the needs of clients who
may not have the means to pay premiums
(or who may want to cut their contracts short)

A global recession, and what
that will mean for your business

Impact of layering a pandemic on
top of hardening market conditions

Counselling clients who have lost/are worried
about losing their jobs/businesses

A natural catastrophe occurring during
the midst of the current environment

Business continuity planning
(e.g. managing your business during self-isolation)

Lack of information around pandemic-
related or other coverage options
Calming clients down

Finding opportunities to grow your business

How to sell to customers remotely

to connect with its clients digitally that
they hadn’t used prior to the pandemic.
“One of the great innovations we had
is a form for quoting on our website,”
Nicholls said. “We realized it could be
used as well to allow customers to com-
municate with us, if for some reason
they could not communicate with us in

DEFENDING

CYBERSECURITY | APR1

any other way. We’ve assigned it an addi-
tional triage team.

“We are open for quotes; we are open
for business. Through this form, we are
fielding various questions from custom-
ers, or people who are not our customers
but who may not be able to reach out to
their brokers.” cu

12  may 2020 | Canadian Underwriter

While dealing with IT issues related to working from
home during the COVID-19 pandemic, employers
should equip and train their staff to be vigilant against
data breaches during this time, Gowling WLG warned.
Periods of upheaval present a golden opportunity for
cybercriminals to hack into a company’s network.
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Business Solutions
That Work

Online Certificates of Insurance in

SECONDS

Contractors is an area where we excel - and for
good reason. We have comprehensive coverage for
a wide range of operations making it easy to find
the protection your customers need. Certificates of
insurance can be created online in seconds to help
them land the jobs they want right away.

Want to ensure your customers are covered from all
angles? Make sure to add our contractors’ E&O to

the mix.

Speak with your Business Development Manager or
Commercial Lines Underwriter today to learn more.

goremutual.ca
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DECLARATIONS

MEGA-MERGER

Ripple effects

How will the deal between Aon and Willis Towers Watson affect brokers in Canada?

deal ever for the global insurance

industry, London, U.K.-based com-
mercial brokerage Aon plc announced
in early March its intention to acquire
Willis Towers Watson for nearly $30
billion in an all-stock transaction.

If the deal closes as expected during
the first half of 2021, subject to regu-
latory and shareholder approvals, the
definitive agreement will create a com-
bined equity company value of about
$80 billion.

Aon shareholders would own ap-
proximately 63% of the company
(which will go to market under the Aon
brand), while Willis Towers Watson
shareholders would own approximate-

In what’s being billed as the largest

PRICE OF POLITICS | MAR 31
Legislative proposals in New Jersey, Ohio, and
Massachusetts to force insurers to pay for
pandemic business interruption coverage ret-
roactively could cost the nation’s P&C insurers
between $220 billion and $383 billion per
month, the American Property Casualty
Insurance Association reported.

BY JASON CONTANT, Online Editor

ly 37%. Shares would be exchanged at a
fixed exchanged ratio based on closing
prices on Mar. 6.

Industry professionals and observers
told Canadian Underwriter they were
not surprised by the proposed deal
when it was announced Mar. 9.

“I think the writing has been on the
wall for some time, even prior to the
rumoured acquisition of Willis by Aon
of about a year ago,” Glenn McGillivray,
managing director of the Institute for
Catastrophic Loss Reduction, said on
the day of the announcement.

“I felt that it was only a matter of
time before Willis was acquired,” Mc-
Gillivray said. “With Marsh & McLen-
nan acquiring JLT almost a year ago,

PANDEMIC PRICING | MAR 31
Intact Financial Corp. is responding to the COVID-19
pandemic by dropping commercial premiums on

a case-by-case basis if the client’s risk has gone

down, CEO Charles Brindamour said. “If sales in your
businesses are down dramatically, if you are parking 0‘
[your] fleets, and so on, we will adjust your risk
profile to [take this] into account”

this gave impetus to this deal.”

He was referring to Marsh & Mec-
Lennan’s acquisition of Jardine Lloyd
Thompson Group plc, a US$5.6-billion
deal that closed Apr. 1, 2019.

Kent Rowe, president of the Insur-
ance Brokers Association of Canada,
said that while the proposed deal was
considerable, it wasn’t overly surpris-
ing. “M&A activity in our business, on
the insurer and broker side, is some-
thing we’ve all become accustomed to,”
he said. “Many brokers are on the ac-
quisition trail seeking to acquire vol-
ume, technology, operational efficien-
cy, sales capabilities and talent from a
staffing perspective.”

Rowe didn’t think the specific Aon-Wil-

L d
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lis deal — which appeared to take a back
seat in the news cycle after the emergence
of the coronavirus pandemic — would
have much effect on Canadian brokers.
That said, brokers are likely taking a look
at these kinds of deals more broadly and
wondering how they may affect their
businesses. “The great thing about deals
like these is that inevitably it gets people
thinking about how they can compete
and thrive,” said Rowe. “I think that’s a
good thing for brokers in Canada.”

A former reinsurance executive in
Canada spoke anonymously to Canadi-
an Underwriter in exchange for a candid
opinion. He thought the deal could poten-
tially redistribute key reinsurance talent
within Canada, or it could also prompt a
“white knight” entity in the United King-
dom or the United States to establish a
new Canadian operation. Also, a rein-
surer could bulk up its existing Canadian
operations with talent shaken loose after
the Aon-Willis merger.

The source noted what the regulators
do with the deal is key. Regulatory au-
thorities will be determining whether
the operations of the two reinsurance
entities will be allowed to become one
without running afoul of restrictions
on market concentration. “If the rein-
surance side [of Willis] is allowed to
just move over and become one [with
Aon’s], then things are very interesting
around the world.”

Angus MacCaull, communications
analyst with Nova Scotia-based broker-
age AA Munro, stressed that while he’s
not a regulatory expert, he believes that
these types of mega-deals will affect the
regulatory environment in Canada.

“I think brokers — especially smaller
ones — compete with giants like this by
advocating for market and industry regu-
lation that reflects the Canadian context,”
MacCaull said. “It has to be open enough
to participate in global growth and strong
enough to stay rooted here.” cu

INDUSTRY FEARS | MAR 30
Canada’s fragile economy is keeping every-
one in the P&C insurance industry awake
at night, according to a Canadian Under-
writer poll. Just over 51% of 317 industry
respondents said their biggest concern
was a global recession, and what that

will mean for their P&C business.

16 may2020 | Canadian Underwriter
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Vendor: Eddy Solutions solunumsy
Target Audience: Construction clients

What it Does: Provides clients with real-time insights and visibility to mitigate leaks and floods on
construction sites and property.

PCL Construction has joined forces with Eddy Solutions to use technology to protect
project sites from the increasing threat of water damage. The partnership will merge
Job Site Insights — PCL's cloud-based smart construction platform that provides a
single-pane view into all aspects of work at a jobsite — with smart water monitoring and
leak-mitigation technologies. Clients will have real-time insights and visibility to mitigate
leaks and floods effectively. “This partnership will allow us to bring our water damage
monitoring solution to a completely new setting,” said Travis Allen, Eddy Solutions CEO,
in a press release. Water damage is one of the biggest risks to construction sites and
property, a factor in nearly 60% of all real estate claims, PCL reported.

SCOPE OF WORK DOCUMENTS

Vendor: 30 Forensic Engineering

Target Audience: Restoration contractors

What it Does: Helps insurance industry partners address the need
for cleaning and disinfection in a COVID-19 world.

1
o
1

30 Forensic Engineering has developed scope of work documents to help restoration
contractors across Canada address the need for cleaning and disinfection during

the COVID-19 pandemic. The firm has implemented a confirmatory sampling process
in order to issue clearance for cleaned and disinfected work areas. It will conduct
clearance surface sampling, which consists of adenosine triphosphate (ATP)
bioluminescence testing and analysis. The scope of work is based on guidelines and
information from: Canadian Food Inspection Agency; Provincial Infectious Diseases
Advisory Committee; Centers for Disease Control and Prevention; National Institute of
Health; U.S. Food and Drug Administration; and U.S. Environmental Protection Agency.

INSURANCE FULFILLMENT PLATFORM (IFP) %w wi

Vendor: Awywi Insurance Services Ltd. l)

Target Audience: Partner insurance companies

What it Does: Offers customers full-service insurance without charging commissions

Awywi uses the latest technology to break down traditional distribution, cutting friction

that adds costs, complexity and service failures. Using artificial intelligence and robotic

process automation, customers get:

- lowest prices;

- ability to quote and purchase insurance in real-time from multiple companies;

-+ insurance matched to the customer’s own risk profile;

-+ easy, realtime policy changes as required; and

+ 24/7 access to personal and commercial lines, as well as travel, health or life
insurance.

The product offers customers the convenience of managing all their insurance products

in a personal policy wallet, including quotes and policies. It is automatically remarketed

every year to ensure the best product fit and price. IFP insurers get advance features like

intelligent fraud prevention, touchless bespoke document processing, and Awywi-only

comparative analytics on quoting and campaign effectiveness.

WORKING REMOTELY | MAR 27
About 85% of more than 300 industry
professionals polled by Canadian Under-

writer reported being either satisfied or very

\J satisfied with how their business continuity

7 plan responded to the COVID-19 pandemic.
“Working from home is working,” as one
respondent put it.




DECLARATIONS

BUSINESS INTERRUPTION
Can-Sure founder resurfaces Cost of insuring

in B.C.s MGA market a pandemic

American Property Casualty Insurance Association

P&C veteran Jeff Hart heads up Vailo Insurance Services Ltd.,

. New Jersey,
a recently-launched managing general agency

Massachusetts,
and Ohio have

all introduced pro-
posed legislation
WHO: Jeff Hart that would force
CURRENT ROLE: Founder and CEO, insurers to pay for some business interrup-
tion claims for COVID-19 retroactively, a
move that the American Property Casualty
Insurance Association (APCIA) says could

APTLL s Pertpestie o ENE 10

Vailo Insurance Services Ltd.
P&C EXPERIENCE: 26 years

PROFILE: Founded Can-Sure Underwriting Ltd. in cost the nation’s P&C insurers between
2003. Held a variety of roles at Can-Sure, including $220 billion and $383 billion per month.
managing retail broker and insurer relationships, To put this into context, the “total surplus
oversight of underwriting facilities and programs, and for all of the U.S. home, auto, and business
developing overall vision and strategic direction. insurers combined to pay all future losses is

roughly only $800 billion,” APCIA noted in a
lengthy media statement.
APCIA noted that U.S. P&C insurers

Jeff Hart, who founded Can-Sure Underwriting in 2003, has co-founded another | handled 3-million claims during the 2005
hurricane season, which included Hurricane

Vancouver-area managing general agent. Katrina. But for COVID-19, if the legislators’
Hart is now CEO of Vailo Insurance Services Ltd., a start-up MGA based in Port proposed bills were to go through, insurers
could be on the hook for more than 30-mil-

. . . . . e . lion claims from U.S. small businesses.
Vailo’s offerings include builder’s risk, umbrella liability, equipment breakdown, APCIA said its estimates are based on an

Moody, about 25 km east of downtown Vancouver.

environmental, management and professional liability insurance, among others. analysis of publicly available data sources,

P . . . . including from the Bureau of Labor Statistics
Being a start-up allows us to re-imagine how we engage with the market without (employment, wages), ISO, and the Houston

being tied to legacy systems and processes. We're being very intentional about how we Chronicle (average revenue and profit).
set up our operational structure to provide us with a competitive advantage,” Hart said |  ‘Many commercial insurance policies,
including those that include business inter-
ruption coverage, do not include coverage
Can-Sure was acquired in 2014 by Beacon Underwriting Ltd., an MGA owned by | for communicable diseases or viruses such
as COVID-19,” APCIA said. “There are some
. . . . . who are calling for actions that would retro-
In addition to Hart, Vailo’s management team includes chief operating officer actively rewrite existing insurance policies
Tommy Truong and chief underwriting officer Bruce MacKinnon. Truong was vice to add new risks to the promises that were

. " . . . i . Th
president of Can-Sure Underwriting from 2006 until 2018. Vailo says its strategy E;a;?);gslgl‘z u:):lc: ::5;°$:satic?:§gf::_

includes thoughtful automation, strong partnerships and deep data analytics. sions for families, individuals, motorists and
businesses, potentially compromising the
financial ability of insurers to meet their

in a press release announcing the launch of Vailo.

Hub International Ltd. Beacon announced Hart’s departure from Can-Sure in early 2017.

IIIIIIIIIIIIIIIIIIIIu;:;I;;;Lg:gL:IIII IIIIIIIIIIIIIIIIIII::’:‘I/:I(:;:]LI(:;I;;::]IGLIIII I"""I“"""IIIIT!:];I:\AI;LILI||I;I-;I,::,II"" existing promises. ...

is now i vella is now « . .

with BFL Canada Terri Mason-Benja- Sovereign Insurance’s An.y action !:o funda.njlentally a!tfer busi-
as managing vice min to vice president vice president of ness |nte.rrupt|on provisions specifically, or
president for the of marketing and underwriting and risk property insurance generally, to retroactively
Saskatchewan distribution for Can- engineering. She was mandate insurance coverage for viruses by
region. He was a ada.’She will oversee most recently the. voiding those exclusions, would immediately
Saskatoon-based CNAS marketing, commercial speciafty subject insurers to claim payment liability
client executive communications and insurer’s vice president hat th I h ili

with Marsh. Feader still works in the broker distribution initiatives. She was of product manufacturing. McAvella that threatens solvency and t e_ ability to .

city, heading BFLs recently-opened first previously assistant vice president for has more than 30 years of experience make good on the actual promises made in

office in Saskatchewan. cyber and professional liability. in the industry. existing insurance policies.”

PANDEMIC BUSINESS LOSSES | MAR 27
Given widespread pandemic-induced business losses,
the P&C industry is looking at ways to avoid high
volumes of potential business interruption notices

of loss (pandemic is often excluded from coverage).

“The IBAO is asking business clients not to flood
insurance companies with claims at this time,’

the Ontario brokers’ association advised.

RELIEF PITCHING | MAR 25
Canada’s national broker association issued
an open letter to its insurer partners calling
for flexible payment options and emergency
coverage extensions for clients in need, as
well as support for single-office brokerag-
es disabled by an outbreak of COVID-19

requiring staff isolation. . g
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DAVE PARTINGTON, CEO, Gallagher Global Brokerage — Canada

COMMERCIAL INSURANCE
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Editor’'s note: This interview took place
three weeks before the World Health
Organization declared COVID-19

a pandemic.

cu | There seems to be a
consensus that we’re in a
hardening market. What are
you observing in commercial
P&C pricing?

It’s a very tough market right now for three
reasons: Rates are increasing significantly
in most lines; it’s not easy to get capacity
for some of our larger risks; and insurers
are changing their appetite on a regular
basis. All of that creates a lot of challeng-
es for our clients. In some instances, it is
about higher pricing and the need to refine
their budgets. For some clients, there are
genuine insurance availability concerns.
For some segments, like snow removal and
residential realty, there are real challenges
to finding coverage.

cu | What does this mean

for underwriters and,

ultimately, brokers?

Underwriters are putting greater focus

on risk management and loss control

now. So if clients want to get coverage at

a competitive price, they really need to

demonstrate that they are managing their

risk effectively. That creates challenges for

our clients and for us as brokers. It’s a lot of

work and a lot of stress for our people. How-

ever, brokers are doing a tremendous job

managing clients’ expectations and getting

them the right insurance coverage. It’s really

hard work, and it’s also an opportunity.
One thing you see in these market

conditions is the quality of the broker.

The leverage and market access of a

broker makes a big difference to clients

in this market. It’s tough times on a

day-to-day basis, but there are also a

lot of opportunities coming through

the door as a consequence of the

market conditions.

cu | How do brokers

show their value?

There are two opportunities. One is an
opportunity for the best brokers out there
to demonstrate the difference they make.
It’s very satisfying from a professional per-
spective when you can show that you really
know your stuff technically; that you know
your markets; and that you know your
clients and their operations.

The second opportunity is a lot of new
business activity. A lot of businesses are
inevitably frustrated by the increases they
are seeing. That creates a lot of phone calls
and opportunities to write new business.
If a business gets bad news from its
existing broker, that client may want to test
whether it is getting the best service and
the best program.

We spend a huge amount of time with
our clients trying to project into the future
what the market is doing, to allow them to:
1) budget correctly; and 2) demonstrate their
risk management quality and develop their
program structure. So maybe the price goes
up by 10%. Maybe that could be mitigated
by changing the amount of insurance that
they purchase or changing their deductible
levels. Good brokers are out ahead of that,
making sure that their clients are in the best
possible position to mitigate the impact of a
very tough market.

cu | What are some coverages
that small businesses tend

not to consider?

Iam very proud of the coverage we as an
industry provide to small businesses. I think
we do a good job of providing packages that
cover our clients when an insurable incident
occurs. That said, I think there is definitely
an issue with cyber. Too few small business-
es are buying cyber coverage, and typically
that’s because they think cyberattacks hap-
pen to big businesses. And we are increas-
ingly seeing that, whether it’s ransomware
attacks or whether it’s social engineering,
small businesses are being targeted. We ac-
tually had a small bakery client decline cyber
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coverage from us six months ago. They
recently had an incident — a six-figure
ransomware attack — and they were not
covered. The cost of buying that policy
would have been $1,500. These are
real-life examples. This is not theoretical.
Cyber coverage still needs to be sold.

cu | Some property manag-
ers use sensor technology to
detect leaks from pipes
and other problems that
could cause damage. What
trends are you noticing
in the area of risk mitigation?
Specifically related to water sensors,
we are seeing insurers either requir-
ing those to be in place or providing
incentives for sensors to be put in place
in the private client sector and for some
commercial properties. I think this is a
pretty interesting part of our industry
right now. Whether it’s water sensors,
automatic shutoff valves or wind sen-
sors, a whole bunch of new technolo-
gies are being applied to the insurance
landscape. These are ultimately going
to reduce the frequency and severity of
losses. This is good for clients and good
for insurance companies.

I think if you walk around a lot
of the insurtech conferences and
meetings these days, there are some
great partnerships forming between
technology companies with great
solutions and insurance brokers and
companies. And that excites me in
our industry right now: It allows us to
provide even better solutions to our
clients to reduce losses and therefore to
reduce the total cost of risk.

cu | What are the issues

in commercial auto

these days?

Commercial auto is tough. I would
point specifically to trucking, where
we’re in the most difficult insurance
market we’ve had in maybe the last 15 to
20 years. It is really driven by insurer
profitability and the fact that insurers
have, over an extended period of time,
not made enough money in trucking.
That creates real challenges for our
trucking clients. They are seeing signif-

20 Mmay 2020 | Canadian Underwriter

icant increases in premium.

In some cases, there is an inability
to get insurance in the way they have
previously purchased it. In addition
to dealing with increased insurance
premiums, the trucking industry is
also facing the issue of attracting and
retaining drivers. They’re having to pay a
lot more for their drivers. They’re having
to be innovative about where they can
find drivers to recruit. And they’re having
to put in place different and potentially
very attractive benefits programs.

So on the P&C side, trucking is a big
focus for us and something on which
we are working hard to mitigate the
cost of insurance. Gallagher Benefits
Services is also doing a lot of work to
help trucking companies with attracting
and retaining drivers. It’s obviously a
very challenging sector, but it’s quite an
exciting sector, too, because we can help
provide solutions for two of the most
significant problems facing trucking
firms right now.

DAVE PARTINGTON

Title: CEO, Gallagher Global
Brokerage Canada

Past experience: Held leadership

positions at Marsh and Towergate
before joining Gallagher Heath

in Britain in 2012. Moved to

the United States in 2014 to be
president of small business

for Gallagher.

Education: Bachelor of Science in
Environmental Biology from the
University of Wales. Associate of
the Chartered Insurance Institute.

cu | How is the industry
doing in terms of making
commercial insurance
processes easier to use
and converting over
to electronic format?
I think most brokers and insurance
companies have removed paper.
Where I think the Canadian market
is maybe lagging others around the
world is around electronic commu-
nication between the broker and the
insurance company. I still see too many
emails and documents flying around
between the two. You end up with mul-
tiple data entry points, which increases
complexity and increases confusion
within that transaction.

I think there is an ability to automate
a lot of that work by using systems
that talk to each other. There are
systems that allow single point of
entry of the data and then that data
is used the whole way through
the transaction. cu




PACICC

PACICC is pleased to announce the election of three new Members to our expanded Boardof Directors. We welcome:

Mr. David MacNaughton
Independent Director

Mr. MacNaughton is President of
Palantir Technologies Canada and
is based in Toronto. He previously
served as Canada’s Ambassador
to the United States of America
from 2016 to 2019 and possesses
an extensive background in both
corporate leadership and public

policy.

Mr. Christian Fournier

Insurer Director

Mr. Fournier is Senior Vice President
and Chief Operating Officer of La
Capitale Financial Group and is
based in Quebec City. A Laval-trained
actuary, he has more than 25 years
of property and casualty insurance
experience.

Re-elected to our Board for additional terms are:

Glenn Gibson (Chair), former CEO of Crawford
Canada (Independent Director)

Bruce Thompson, former Supervisor

— OSFI (Independent Director)

Lynn Oldfield, President and CEO
AIG Insurance Company of Canada

Andrew Cartmell, President and CEO Saskatchewan

Government Insurance

Mr. Brian Esau

Insurer Director

Mr. Esau is President and CEO of Red
River Mutal and is based in Altona,
Manitoba. A CPA, he has served in

his current role for 12 years and
previously served as Chief Risk Officer
for a regional credit union.

Pete Walker, Chief Technical Underwriter
Aviva Canada Inc.

David Oakden, former Chief Actuary

— OSFI (Independent Director)

Martin Beaulieu, Senior Vice President and Chief
Risk Officer, Intact Financial Corporation

(Ex Officio)

Heather Masterson, President and CEO Travelers

Canada

Alister Campbell, President and CEO PACICC

PACICC is the industry-funded, non-profit resolution authority for Canada’s Property and Casualty (P&C) insurance
industry. PACICC’s mission is to protect eligible policyholders from undue financial loss in the event that a Member
Insurer becomes insolvent. The Corporation works to minimize the costs of insurer insolvencies and seeks to maintain
a high level of consumer and business confidence in Canada’s P&C insurance industry through the financial protection

it provides to policyholders.
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BUSINESS CONTINUITY

THISTS. \ )
NOT A L ™IS

Since mid-March, Canada’s P&C industry has bé

from home and social distancing to slow the Spr ad of the
novel coronavirus. What have we learned %far that will
help us prepare for the next pandemic?

By Canadian Underwriter Staff:
Jason Contant, Greg Meckbach, Adam Malik and David Gambiill

sy
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attle stations, everyone. This is not a drill. Re-
peat: This is not a drill.

COVID-19 has infected the world, and P&C
organizations are not immune to the impact of
the novel coronavirus. But a proper, well-re-

hearsed business continuity plan can help organi-
zations inoculate themselves against a pandemic’s
most harmful effects.

At the beginning of January 2020, in what now
feels like a century ago, the World Health Organi-
zation first heard reports from China about the out-
break of the novel coronavirus. Three weeks later,
there were 314 confirmed global cases of COVID-19,
the disease caused by the novel coronavirus. As
of Apr. 15, there were about 2.1-million confirmed
cases of COVID-19 worldwide — including ap-
proximately 27,000 cases in Canada — and about
128,000 deaths globally (more than 903 deaths in
Canada as of press time).

WHO declared COVID-19 to be a global pandem-
ic on Mar. 11, 2020. Within two weeks, most of Can-
ada’s property and casualty insurance profession-
als were working remotely from home, responding
to calls from the country’s public health officials to
prevent the spread of the virus so that the nation’s
health care system would not be overwhelmed.

Canada’s P&C industry, which includes about
200 insurance companies and at least 1,770 bro-
kerages, employed 128,300 people in 2018, ac-
cording to information published by Insurance
Bureau of Canada and the Insurance Brokers As-
sociation of Canada. That’s a lot of industry em-
ployees working remotely from home. But by most
accounts, the transition was completed quickly,
efficiently and effectively.

At the time of writing, the virus hasn’t yet reached
a fever pitch. Three days into April, public health
officials in Ontario predicted it might take between
18 months and two years for the pandemic to fully
run its course. To forecast the economic impact of
shutting down businesses to prevent the spread of
COVID-19, Canada’s Parliamentary Budget Office
assumed social distancing would remain in effect
until August 2020.

So, as the pandemic drags mercilessly forward,
and with the global economy on the brink of a
major recession, the question becomes: What has
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COVID-19 taught us so far about busi-
ness continuity planning in the pan-
demic age? How should we update our
business continuity plans to prepare
for the next pandemic?

Always be prepared

The pandemic is teaching P&C profes-
sionals, as well as their business clients,
that it’s a good idea to have a business
continuity plan.

“Certainly, a better-prepared com-
pany, a more resilient company, will be
better-positioned for any unexpected
event and will perform better, rela-
tively speaking, during this pandem-
ic,” says Eric Jones, vice president and
global manager of business risk con-
sulting at FM Global.

The thing is, Jones adds, “many or-
ganizations’ business continuity plans
don’t address responses to pandem-
ic risk or to worst-case scenarios in
general, and those are being shown as
very large omissions now. Additionally,
pandemic-related policy decisions are
being made by local, state and federal
government officials in real time in reac-
tion to the virus, making it difficult for
businesses who lack business continu-
ity plans. The types of lockdowns and
stay-at-home edicts have varied greatly
across the globe, for example.”

Research from Gartner indicates that
fewer than 30% of Fortune 2000 com-
panies have fully developed business
continuity plans, observes Raymond
Monteith, HUB’s senior vice president
and practice leader in the area of organi-
zational resilience.

“Certainly, in the midst of the event is

24 may 2020 | Canadian Underwriter

“Many organizations’ business
continuity plans don’t address responses
to pandemic risk or to worst-case
scenarios in general, and those are being
shown as very large omissions now.”

not the time to begin preparing a conti-
nuity plan, so those organizations with
limited or no plans in place are experi-
encing significant disruptions to their
operations,” Monteith tells Canadian
Underwriter. “They are forced to make
difficult and sometimes urgent deci-
sions they have not planned for and are
unprepared to make.”

Chad Leibel, CEO at Leibel Insurance
Group in Edmonton, says his brokerage
was inspired to draw up a plan after see-
ing the impact of natural disasters on
Alberta communities in Slave Lake (2011
wildfire), Calgary (2013 floods), and Fort
McMurray (2016 wildfire). Should one
of his offices be affected by a catastrophe,
he says, “we needed to make sure that
service levels remain high and people
are answering calls to help out our cus-
tomers in times of need.”

But a pandemic is no ordinary disas-
ter, as the Canadian P&C industry is
learning. The aggressive social distanc-
ing required to slow the spread of the
virus has shuttered businesses, and the
flow of supplies has been disrupted ev-
erywhere. Demand surge is turning out
to be a major issue for businesses across
Canada, particularly as the duration of
the pandemic drags on.

“Generally, I think people associate
business continuity plans with isolated
events — floods, fire, also earthquake,”
says Colin Simpson, CEO of the Insur-
ance Brokers Association of Ontario.
“And so, if you are at a bigger brokerage,
for example, you may have multiple of-
fices and part of your business continui-
ty plan may be to revert to a different of-
fice. But in a situation like this, where [a

pandemic] potentially affects the whole
country, all at the same time, within a
very quick timeframe, it certainly pays
to have your planning in place.”

And so, what should a good business
continuity plan have in place?

Communications

First and foremost, you need to estab-
lish communication trees to communi-
cate internally within the organization.
This can be done very quickly, Simpson
says, and it involves figuring out whom
to call when something needs to be de-
cided. “What is the path for remaining
connected when you all disappear to
your home environments?”

But it’s not just a matter of commu-
nicating internally. You have to connect
with the external world as well — in-
cluding government agencies, suppliers,
insurance carriers and broker partners.

“When it comes to these big scenarios,
you need to get guidance from beyond
the walls of your organization,”says Ka-
reem Sadek, Toronto-based partner in
the risk consulting practice at KPMG
Canada. When it comes to a large-scale
disaster such as a pandemic, risk man-
agers need guidance from government
and to keep in touch with local author-
ities who can guide them on how to re-
act, says Sadek. “That linkage is faulty
in many organizations.”

Communication with suppliers is also
essential — and preferably before the
crisis arises. “A lot of companies after
this pandemic situation will take a look
and say, ‘OK, who are our key suppli-
ers?” predicts labour and human re-
sources lawyer James Fu, a partner with
the law firm Borden Ladner Gervais. He
cites telecommunications firms or other
service suppliers as an example. “Have
that discussion beforehand to say, “‘We
understand that in a pandemic situation
your services may be in high demand, or
there may be products that are not avail-
able. Is there at least a point of contact to
whom we can reach out in that situation
so that we can try to ensure the availabil-
ity of services or supplies for ourselves;
so that we can service our customers?””

Since the effects of the pandemic on
the global supply chain shift rapidly,



PANDEMIC PREPAREDNESS | COVER FEATURE

it’s important to make decisions based
on the latest data available, says Chris
Snider, interim head of risk services at
Zurich Canada.

“One lesson learned [from COVID-19]
so far is how conflicting information
can have an impact on how some orga-
nizations have made decisions about
their supply chain,” he says. “If you are
following the advice of scientific organi-
zations and understanding where the vi-
rus is moving, you can then use that in-
formation to solidify your supply chain.”

Emergency response team

Another lesson emerging from
COVID-19 is the need for an emer-
gency response team, representing all
aspects of the business. The goal is to
identify the go-to people who can make
sense of the available critical informa-
tion. It’s similar to having an executive
committee that can make decisions
quickly, as Fu explains.

For example, Western Financial Group
has a specialist committee made up of
300 people who played a key role in
setting up the brokerage’s 1,900 em-
ployees to work from home. “We call
them a dedicated service team,” says
Western CEO and president Kenny
Nicholls. “They basically have a man-
date to support all of our frontline peo-
ple. We have IT specialists, marketing
and digital specialists, communica-
tions specialists, HR specialists, and
finance specialists.”

After Western first started to think
and talk about closing its branch-
es to walk-in traffic, “it took us about
24 hours to put everything in place,”

“But in a situation like this, where [a
pandemic] potentially affects the whole
country, all at the same time, within a very
quick timeframe, it certainly pays to have
your planning in place.”

Nicholls says. “And that includes pro-
viding people with playbooks. Early in
the morning, before [our brokerages]
opened, they had a complete list of in-
structions of what to do.”

Employee health checks
In a pandemic situation, Fu says, check-
ing on the health of staff is crucial. How
will companies handle an employee di-
agnosed with COVID-19?

“I think this pandemic has really
shown the utility of having those plans
set out in place,” he says. “What [will]
the policies and procedures be once
someone is identified with an infectious
disease? How will you contact the cus-
tomers? How will that contact happen
internally? What will happen with the
other employees who may have been ex-
posed? Is it self-isolation? Self-monitor-
ing? Those are the types of things that I
think have come to fore.”

Cross-training

COVID-19 has the potential to disrupt
smaller brokerages and businesses dis-
proportionately based on size and ge-
ography, as the Insurance Brokers As-
sociation of Canada noted in an open
letter to insurers.

“A real pandemic in the rural areas,
depending on their local resources [e.g.
capacity and proximity of local hospi-
tals], would negatively affect certain
brokerages more than others,” Simp-
son tells Canadian Underwriter. “I think
the smaller brokerages may be at a risk
of their whole teams getting sick if we
can’t stem the pandemic quickly. If you
are on a bigger team, you may be able

to sustain a higher level of sickness in
your staff before you end up at a critical
point where you have to ask for help. It’s
a scale piece.”

And that’s why cross-training should
be a part of any business continuity
plan. “We realized we need to have cer-
tain roles cross-trained,” Leibel says.
“If our accountant goes down and is
sick for a while, someone is trained to
take over that role. We can’t go a month
without transacting policies or account-
ing. We need to pay bills and collect that
money as well. Without that, it could se-
verely affect the business and the gener-
al workflow of the business.”

Digital operations

Today, IT is the engine of any business,
wherever the employees work. But
it’s one thing to have a few employees
working from home on any given day;
it’s quite another when a vast majority
of Canadian workers are all operating
from home. The strain on bandwidth for
both teleconferencing and digital ser-
vices has been noticed. There have been
many tales of dropped teleconference
conference calls and some have noted
that residential internet service is slow-
er than business internet service.

There is a difference, says Michael
Strople, president of Toronto-based
telecommunications carrier Allstream.
Most residential internet service plans
are “asymmetrical,” meaning the speed
at which data is transferred 7o the home
is much higher than the speed at which
data is transferred from the home.

Note that a “bit” per second is a stan-
dard measure of how fast computers
can send data to one another. A megabit
per second is one million bps.

“You will get quoted the downstream
number [e.g. the speed at which data is
transferred to the home], so you have
50 [megabits per second] down, but you
may find you only have 10 Mbps up [e.g.
transferring data from the home], and
that’s the nature of how most residential
services are delivered,” Strople explains.
“Typically, a business connection is re-
quired to be symmetrical, in that they
will push data up as fast as they pull data
down.” He cites Zoom, Webex and other
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conferencing products as an example.

Aside from having a good internet con-
nection, Leibel says, working from home
requires an Internet Protocol (IP) phone
environment, which does take time to es-
tablish if it hasn’t been done already. “All
these phones need is internet,” he says.
“You could be in Tuktoyaktuk, NWTT, or
anywhere — just plug the phone in and it
works. Previous to that, if you don’t have
IP phones, you don’t have that flexibility.”

Leibel also preaches the importance
of tech redundancy in case of server
crashes or other system failures. “We
moved over to a full cloud server infra-
structure,” he says. “The reason why is
because we used to have servers [but]
if the server goes down, you could be
down days or a week. By having these
cloud servers, there is no downtime. If
a server dies, we have multiple servers.
It just automatically shifts people to the
other servers. They’re not even on-site
so that’s important to us.”

Quote, bind, and issue
Course of Construction
online 24/7, or contact
your underwriter for a
BUILDERSURE ™

policy today!
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Leibel’s brokerage has even gone so
far as to have two internet service pro-
viders. “We have 200 Mbps of fibre with
Telus, which is quite high,” he says. “But
if that were to go down, we have Shaw as
aback up to kick in. So there again, we’re
not going to experience any downtime.”

After the pandemic has run its course,
expect the P&C industry to review some
of the stresses placed on its paper-based
business processes, Simpson says. For
example, issuing paper cheques at a
time when we are all supposed to be so-
cial distancing from one another.

“I think we in the industry still suffer
from not being quite up-to-date on some
of our processes, like electronic transfer
of funds,” he says. “There are barriers to
getting this stuff in place, one hundred
percent, but we do need to be able to do
things electronically. So, you might find
that these priorities for businesses start
to shift to accommodate that [in a post-
COVID business continuity plan].”

Prepared for the next pandemic
Everything that P&C professionals are
learning live, in real-time, during this
pandemic should find its way into their
organizations’ updated business conti-
nuity plans after COVID-19.

“What people should be consider-
ing right now is that this is a real event
and when an organization comes out of
this, they should be taking it seriously,”
says Snider.

“We should not just be wiping our
brow and saying, ‘Whew! Man, we
made it through that.” There has to
be an action plan and organizations
should start thinking about their sup-
ply chain. How did it perform during
this event? And how would it perform
during the next event?”

An updated business continuity plan
should review the performance of all as-
pects of the organization’s performance,
including the supply chain, so that the
business will be better prepared for the
next time. And there will be a next time,
Simpson cautions. After the SARS virus
in 2003 and COVID-19 now, it would be
unwise to think a global pandemic could
never occur again.

In an ideal world, businesses would
have already battle-tested their busi-
ness continuity plans in some form
of an exercise or drill. Strople says his
company conducts at least one trial run
each year to test the business continu-
ity plan in a crisis situation (pandemic
is included in the Allstream business
continuity plan).

And in this instance, COVID-19 has
brokers such as Laura McQuarrie, mar-
keting director at Gillions Insurance
(based in Fort Frances, Ont.), as well
as many other Canadian businesses,
thinking about advanced preparation.

“I think revisiting that business con-
tinuity plan has definitely been brought
to the forefront,” she says.

“It’s one of those things where you
think, ‘Oh, yeah, we should make sure
we have this,” but then it gets put to the
backburner as other things take pri-
ority throughout the year. But I think
revisiting this when [the pandemic] is
done and making sure it’s up to date [is
going to be a priority]l.” cu
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BROKER GROWTH

Narrowing
your focus

In a hard market dominated by

large players, small and mid-sized
commercial brokerages face an
existential choice: Specialize —
or risk extinction.

By Sarah Cunningham-Scharf
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n the midst of a hard market, going after general commer-
cial business is a “recipe for disaster” for small and mid-sized
commercial brokerages, say P&C insurance brokers.
“If you're a generalist, it’s getting tougher and tougher be-
cause of appetite and capacity limitations that we’re seeing
among a lot of the insurers,” explains Kevin Neiles, chief mar-
keting officer and president of Western Canada at Gallagher
Canada. “If a small broker is specializing in a certain area, they
have greater opportunities for organic growth.”

That’s because smaller brokerages can meet the minimum
volume requirements of their insurer partners by focusing pre-
miums in a couple of areas. Big firms with “1,500 people em-
ployees can specialize in nine, 12, or 15 different areas. When
you're 20 [to] 90 employees, you can’t do that,” says Michael
Loeters, senior vice president of commercial insurance and risk
management at mid-sized brokerage Prolink. “You have limited
money, time and resources.”

The days of the generalist brokerages are over, says Loeters.
“The only way you can compete is to specialize. It’s not about the
volume of your brokerage. It’s about how much volume you have
with really specific underwriters within your key markets.”

In addition to spreading your volume and markets too thin,
Loeters adds, generalist brokerages that spend their time on too
many industry segments at once risk that they won’t do any of
them well.

Steven Van Halst, Aon’s executive vice president of Western
Canada and national director of risk control services, agrees. “If
you're a regional broker, it’s very hard to have the scale to build
deep content expertise if you're doing a D&O policy for a restau-
rant in the morning, a construction policy for a mid-sized con-
tractor in the afternoon, and then trying to get a complex claim
solved for a financial services firm,” he says.

Here’s why — and how — specializing can help small and mid-
sized brokerages grow their business in today’s tough climate.

Align with carriers to develop your niche
To specialize successfully, you need a plan. “Figure out, ‘What
do I know about? Who do I know? and, Where are my custom-
ers going to come from?”” suggests Brenda Rose, partner and
vice president at Toronto-based mid-sized brokerage FCA.
Loeters recommends analyzing your current book of busi-
ness to identify common verticals. Next, take a look at the mar-
kets to which you currently have access, and then pick up the
phone. “Have a meaningful conversation with the commercial
lines manager at every one of those insurers and ask, ‘Where is
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“The carriers thought,
‘They’re getting big
accounts, they’re growing.
We should invest time

in these people.” That was
the only thing we could do
to get carrier support and
new markets as needed.”

it that you as an insurer want to grow? What are the classes
of business at which you really excel, and in which classes of
business do you want to grow?””

During these conversations, check to see if any of your exist-
ing business matches up with the insurers’ appetites. “You're
looking for overlap — contractors, for example,” Loeters says.
“Then you [ask yourself]: ‘Is there enough of that business in
this marketplace in which I operate for me to make a living? Is
the marketplace big enough, and is there something I can offer
in that industry that’s unique from everybody else?””

Don’t put down the phone. As the market hardens and re-
acts to the fallout of the COVID-19 pandemic, insurers’ ap-
petites are constantly changing, says Greg Belton, executive
chairman at HUB Canada. You need to stay up to date.

“You could waste a lot of time getting the details on a risk
and sending it out to every carrier you have,” he explains.
“The carrier could be going, ‘Don’t these people know we
don’t write this kind of risk?’ You really have to invest the time
to understand the risk appetite of the carriers.”

Neiles agrees. “The last thing you want to find out is a car-
rier can’t provide the same capacity they could previously. Re-
ally understand appetites and restricted classes insurers will
not entertain. It comes down to asking those very direct and
specific questions.”

Don’t have a strong relationship with carriers?
If you don’t have someone to call at your insurer partners,
building up business in your niche can help you attract their
attention. When Belton launched his brokerage 20 years ago
(which was subsequently acquired by HUB in 2008), insur-
ers didn’t take him seriously. “They said, ‘Who are you guys?””
he recalls. “We just put our heads down and thought the only
thing that we have control over is to get out there and write
new business.”

He eventually landed two big accounts: Toronto’s biggest
sports and entertainment venue, Rogers Centre (still called
the SkyDome at the time), and a large vehicle leasing company.
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“That started us on the idea of specializing in auto leas-
ing and entertainment,” Belton says. “The carriers thought,
‘They’re getting big accounts, they’re growing. We should in-
vest time in these people.” That was the only thing we could do
to get carrier support and new markets as needed.”

Prolink used a similar strategy, specializing in profes-
sional services verticals. Loeters says focusing on one or
two specific lines of coverage “allows us to concentrate our
volume and our relationships with a handful of key in-
surer partners. It gives us the same benefit as if we were a
900-person firm.”

Once you build your expertise and grow your volume, carri-
ers are “going to know you and trust you,” Loeters says. “You
know what you’re talking about. You always give them the
right information, which makes the underwriter’s life really
easy. And you’ll be able to get anything done that an alpha
house would.” In contrast, he points out, generalist commer-
cial firms aren’t “putting any significant amount of volume
with any particular insurer, and you're not having any reg-
ular interaction with any particular underwriter. It doesn’t
get you any benefits.”

Rose feels the same way. The most vital benefit of concen-
trating premium volume, she says, is that it allows FCA to
stand out and “compete with [big] shops on a level playing
field. While the national shops can leverage their volumes
with insurers, they’re dealing with the same insurance com-
panies that we are.”

However, the brokerage-insurer relationships look differ-
ent between large alpha houses and small or mid-sized bro-
kerages. The Aons, HUBs, and Gallaghers of the world deal
with the C-suite at insurers — but Rose says developing rela-
tionships with underwriters is equally helpful.

Get to know “all the construction underwriters or wind farm
underwriters — people who are specialized in [your niche] on
the insurer side,” she advises. “Then you can have that one-
on-one conversation, and the underwriters get to know you.”

Especially during a hard market, underwriter relation-
ships are vital, says Van Halst. “There’s a finite amount of
market capacity and human capacity. If you get 20 submis-
sions and you bind one or two of them, think about the cost
for the underwriter to assess that. If we can be sure we know
what their targets are and increase that ratio of success, it’s
better for everybody.”

The right strategy for growth or acquisition
If your end goal is to sell your brokerage, specialization can
enhance your appeal, according to Neiles. A brokerage like
Gallagher “has a much bigger appetite for a commercial bro-
ker that will do a lot more in fewer areas and develop that
niche,” he says. “We’re looking to see what unique things they
do. That’s a way that a small broker can flourish — and maybe
the only way.”

Whether you're looking to be acquired, or grow organically
by focusing on a niche, Loeters says, “I firmly believe being the
best at it is the only way you will be successful.” cu
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PANDEMIC RESPONSE

Operating efficiently during COVID-19

How to keep relationships, both internal and external, strong in today’s reality

BY STEVE WHITELAW, Vice President of Industry and Partner Relations, Applied Systems

OVID-19 brings uncertainty for
c individuals and businesses. It cre-

ates demand for all-new service
levels, as well as organizational angst
about how to work in an expanded re-
mote working environment.

Our industry has found itself at the
front line of this outbreak. Brokerages
are navigating exposure to the same op-
erational threats as other businesses in
their community; at the same time, they
are supporting local businesses and
policyholders in this time of need.

Small and medium-sized businesses
are the foundation of our communities;
they have been the hardest hit by the
current pandemic. Half of small busi-
nesses have reported a drop in sales due
to COVID-19, the Canadian Federation
of Independent Business said on Mar.
17. One-quarter of them believed they
would not survive another month if the
outbreak further cut their income.

These businesses will be looking to
their independent broker to help navi-
gate future risks as they evaluate surviv-

al strategies and future operating risks.

While many aspects of life will contin-
ue for consumers, economic uncertainty
will contribute to a shift in behaviour.
Consumers will be looking for guidance
as they question their personal and busi-
ness future, and they may need access
to coverage rates and critical documents
to navigate uncertain times. It is more
important than ever before for Canada’s
broker channel to evaluate how it will be
there for consumers when they need ad-
vice and safeguards for the future.
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Here are a few strategies we encour-
age you to consider as part of your busi-
ness continuity plan to ensure the high-
est level of customer service, especially
during the COVID-19 outbreak.

Keep your workforce connected
Digital brokers are harnessing technol-
ogy to manage the customer journey re-
gardless of location. Many brokers had
to begin working from home before their
home offices (or living rooms) were ful-
ly equipped. To provide effective advice,
brokers require flexibility and remote
access to the information they are accus-
tomed to accessing while in the office.
Browser access to the brokerage
management system through the cloud
keeps employees securely connected
to critical applications and up-to-date

client and policy information using vir-
tually any connected device, enabling
them to reach and service clients at any
time. The duration of the current social
distancing measures is not known. This
is a perfect time, therefore, to optimize
operational processes enabled by broker
management systems to accommodate
this new way of working.

Keep connected to your insureds
It is critical to be accessible during un-
certain times and to keep channels of
communication with consumers open.
Digital technology is available to sup-
port service both with and without face-
to-face interaction.

In the current environment (and in the
future), self-service customer portals
and mobile apps will enable consum-

BY THE NUMBERS

Projected economic impact of COVID-19

Canada’s Parliamentary Budget Officer (PBO) recently put together a scenario analysis
of how COVID-19 could potentially affect the national economy and budget deficit.*
The projections are based on two assumptions: 1) social distancing to slow down the spread of
COVID-19 would last six months (until August); and 2) OPEC countries would not limit oil production.

Real GDP** Impact in 2020:  -5.1%
In 2020 Q1: -2.5%
In 2020 Q2: -25%
In 2020 Q3: 0%
In 2020 Q4: +5%

Budget deficit in 2019-20:

Budget deficit in 2020-21:

Projected Economic Impact

Projected Financial Impact

Projected federal debt-to-GDP ratio in 2020-21:

* The PBO noted this was not necessarily the most likely scenario.
** Real GDP growth rates are expressed as quarter-over-quarter at annual rates.

12.4%
7.2%
14.8%
15%
12.7%

Unemployment Rate in 2020:
In 2020 Q1:
In 2020 Q2:
In 2020 Q3:

In 2020 Q4:

$26.7 billion
$112.7 billion
38.1%
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Pandemics 2

and M&A

No-touch deals

Social distancing may make it more dif-
ficult to hold meetings, but that should
not stop your company from completing a
merger or acquisition.

“A good deal can get done. | suspect
it may take a bit longer,” said Georges
Pigeon, Montreal-based deal advisory part-
ner with KPMG Canada, who has led more
than 100 mergers and acquisitions in the
financial services sector.

“The challenge will be in having meet-
ings. | think, to an extent, that virtual meet-
ings, calls and presentations can happen.”

Pigeon made his remarks about a week
after the World Health Organization de-
clared the COVID-19 virus a global pandem-
ic. At that time, many Canadian firms told
their employees to work from home where
possible; governments advised people not
to leave their homes unless necessary.

“The (M&A) processes that were ongoing
when the crisis really hit don’t need to be
stalling,” he said. “I think a lot of the par-
ties at play are quite conscious that deals
don’t get signed overnight.”

Investigative Risk
Management » Prism
Investigation

Investigative Risk Management (IRM)
has acquired Prism Investigation, a Wa-
terloo, Ont.-based firm with clients in the
insurance sector.

Prism’s services include social media
investigations, which the company says
can help insurers uncover evidence of
fraudulent claims.

By locating a person’s online presence,
claims staff may be able to confirm acts
that contradict someone’s claims of em-
ployment limitations, Prism says. They can
also verify someone’s employment, deter-
mine when something happened, and re-
veal someone’s associates.

Toronto-based Investigative Risk Manage-
ment’s services include investigating insur-
ance claims, workers compensation claims,
corporate intelligence, workplace investiga-
tions and civil litigation, among others.

“We are pleased that IRM has been able
to acquire such a top-calibre company,”
Investigative Risk Management CEO Brian
Sartorelli said of Prism in a release.
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ers to inquire, access and manage their
policy documents whenever they need
them. Integrated with your brokerage
management system, the portal syncs
all activities by the customer in real time
so that you are always kept up-to-date
with your customers, even during un-
certain times. A customer-facing mobile
app takes these capabilities even further
and puts them in the palm of your cus-
tomers’ hands.

Keep your business momentum
Let’s face it, our industry is riddled with
paper. One particularly paper-heavy
process is applications and renewals
— and yet these processes cannot stop
when people are working remotely from
home. As we re-define the nature of
working remotely, this process needs to
become as digital as possible to continue
functioning efficiently.

Managing renewals and communi-

cations by mail requires significant on-
site administration and overhead. Using
technology such as digital smart forms
for commercial lines applications will
make the application process easy and
stress-free for insureds. Traditionally,
this process would take several days and
meetings to complete the application.
However, you can offer a more digital ap-
proach and give your customer one less
thing to worry about.

Additionally, e-signature tools reduce
to a fraction of the time the traditional
process of having the consumer either
come into the office to sign a document or
to wait for the application to be mailed. It
is too much hassle and potential stress to
have to print, sign, and scan an applica-
tion. Instead, allow the insured to sign
their application forms electronically.

Fear of the unknown can cause peo-
ple to panic, and remote work can feel
isolating. People want to feel connected

and protected during uncertain times.
We have heard countless stories from
brokerage leaders finding new ways to
keep in touch with their team and their
customers. The more brokerage teams
feel connected, the better equipped
they will be to address the needs of
their customers effectively, especially
during the unprecedented global pan-
demic that we face today.

Digital technology enables new ways
of doing business and serves as a fo-
rum for brokers to navigate uncertain
times together, so they can ultimately
safeguard their most important assets:
Relationships with loyal customers
and employees.

Be safe. Be well. cu

Steve Whitelaw has more than 20 years of tech-
nology leadership and industry relations experi-
ence in the Canadian P&C marketplace.
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PANDEMIC STRESS

CALM
IN THE
STORM

Living and working during a
global pandemic is new to
everyone. The executive team
of Edmonton-based Leibel
Insurance Group shares their
best advice about how to work

from home successfully.
— As told to Adam Malik

Leibel Insurance Group’s executive team includes:
CEO Chad Leibel (left); chief technology and
communications officer Rob Barros (centre);

and chief operating officer Travis Murray (right).

Create a routine. That’s the first thing
you want to establish when you work
from home.

The COVID-19 pandemic has
changed almost everything, and every-
one is making adjustments to cope. But
having that routine gets you off on the
right foot.

Start by getting dressed every morn-
ing in your typical office attire. When
we work from home on a random day,
sweatpants are an easy go-to. That’s
fine for a day or two, but getting fully
dressed every morning helps maintain
that feeling of being at the office.

Don’t sleep in. It’s tempting to think
that you can get an extra hour of sleep
knowing you don’t have traffic to fight
through on your commute down the hall
or wherever you’ve set up your home of-
fice. But sleeping in can creep up on you.
You’ll sleep in a little more and a little
more unless you create that routine of
getting up at the same time every day.

Also, add this to your routine: Reach
out to a colleague every morning. It can
be by phone or email. Just stay connect-
ed. It’s fine if they don’t respond right
away. You want that regular commu-
nication with people you used to see

everyday to avoid feeling isolated.

It’s important to plan out your whole
week ahead of time. Schedule any meet-
ings or appointments early on. It’s easier
to follow a routine if you have a schedule.
It can really help plan your week out and
give you something to look forward to.

Remember to find a quiet space and
stick to it throughout the day. If you have
kids at home or other family members,
find an area where you can close the
door and separate yourself from them.
You want to make sure you're comfort-
able at home, and that starts with hav-
ing a routine. cu
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People + Products = Success - Commercial Property
At A.M.Fredericks Underwriting Manage- - Commercial General Liability (CGL)
ment Ltd., we believe that experience * Professional Liability, E&O, D&O
makes all the difference. That is why you * Inland Marine

can count on our team to provide peace of * Excess
mind coverage for all your clients’ needs.

* Low minimum premiums

As one of Canada'’s leading federally o
licensed Managing General Underwriters, our * Competitive rates

national expertise in niche and non-standard ~ * In-house financing available
commercial liability, professional liability and

property risks is second to none.

Contact us for a quote: 3 quotes@amfredericks.com
1-888-302-9215 2 www.amfredericks.com
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Find out more about our specialty insurance
and surety solutions.

Trisura Guarantee Insurance Company is a Canadian owned and operated
Property and Casualty insurance company specializing in niche insurance
and surety products. We are a proud supporter of the Insurance Brokers
Association of Canada.

www.trisura.com
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