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What is ICLR?

• Founded in 1997 by Canadian P&C industry

• Current focus on:
• Urban flooding, wildland fire, wind, earthquake• Urban flooding, wildland fire, wind, earthquake
• Key risk reduction avenues: Infrastructure, land-use 

planning, home retrofits and new homes

• Multi-disciplinary
• Engineering, climatology, seismology, economics, 

political science, geography, planning
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Aviva, 2013:
• 2002 average: $7,192
• 2012 average: $15,500
• Use of basements as 
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Canada
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~$1.7 billion
- Mostly commercial
- Significant property payouts

National Post, 2013



~$940 million
- Mostly property
- Sewer backup

Total disaster 
damages for 2013: 

~$3.2 billion

BlogTO, 2013

http://www.blogto.com/upload/2013/07/201379-rain-toronto.jpg

~$3.2 billion

4th year in a row 
with ~$1 billion in 
disaster related 

damages in Canada



Insurers

• Financial measures
• Limit financial exposure 

through:
• Caps, availability

• Mitigation measures
• Policy holder education

• Insurers, agents, brokers
• Mitigation incentives

• Caps, availability, premiums, 
deductibles



Physical mitigation measures

Maintain eavestroughs, down 
spouts

Downspout disconnection, 
splash pads

•Lot grading, swales
•Backfill capping

Foundation drain, sump

Windows, window 
wells

Seal cracks

BW valve(s) Lateral inspections, repair

Regional SB risk reduction

Isolated SB 
risk reduction



Mitigation measures

• Typically strong focus on:
• Backwater valves
• Sump pumps

• Increasing focus on additional • Increasing focus on additional 
measures
• Sump backup systems
• Lot grading
• Downspout connections
• Downspout extensions
• Existence of plumbing in the 

basement
• Finished basements



No claims, no 
mitigation: $170/year 

With mitigation: 
$120/year

An example…
No claims, no 
mitigation: $50/year 

With mitigation: 
$40/year

May also affect: deductibles, caps, 
availability

1 claim, no 
mitigation: $350/year

With mitigation: 
$170/year

1 claim, no 
mitigation: 
$110/year 

With mitigation: 
$50/year

availability

2 events in 5 years, 3 in 10 years



Sherwood Forest, London
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Underwriting

• Historical claims data are 
used to assess exposure of 
insureds to risk
• Fire and theft

• Prices based on actuarial 
(historical) analysis, 
competition, mitigation, etc.

• Approaches vary widely 
between insurers



Water Damage Risk and Canadian 
Property Insurance Pricing
• Study sponsored by CIA, conducted by KPMG 

• How to improve pricing for water damage/SB?

• Historical claims not a good indicator of actual 
exposure

• Inadequate data, loss coding• Inadequate data, loss coding
• Buildings 30
• Contents 31
• Special 39

• Recognized need for better understanding of the 
exposure to appropriately price water damage
• Lot-side factors
• Municipal-side factors

Sponsored by Conducted by



Overland flood 
insurance issues

• Homeowner coverage not technically 
available in Canada

• Primary reasons:
• Adverse selection
• Lack of randomness• Lack of randomness
• Size of the insured community
• Inadequate, inconsistent assessment of 

hazard (e.g., return periods, floodway 
definitions, SW hazards, etc.)

• Post AB flood discussions
• Policy holder confusion, policy wordings
• Consumer confidence, reputation, etc.

Image: Global News, 2013



Conclusion

• Insurers still trying to get a handle on water damage 
(sewer backup) risk

• Accurate pricing limited by reliance on historical data, poor 
claims data, lack of information on exposure of insureds

• In the short term: Limiting financial exposure, premiums, 
capping, availability

• Education and incentivizing property-level mitigation

• In the long term: Continued emphasis on risk assessment 
and mitigation, including implications of climate change
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dsandink@iclr.org
www.iclr.org


