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Insurance Industry News 

for the Business Owner 

Susan Bigelow, SeaFirst Insurance 

Welcome to the second edition of our industry 

newsletter, specifically designed for you, the 

business owner. 

We hope to share with you articles that are 

affecting the insurance industry and, therefore, 

affecting your business decisions. 

Please feel free to contact your broker directly if 

you’d like to discuss any of these issues 

personally (or if you have any suggestions for 

articles in future issues of the newsletter). 

Our Commercial Insurance Brokers: 

Dan Olive (Saanichton) 250-652-5157 

Shawn Fehr (Brentwood) 250-652-1141 

Scott Preston (Colwood) 250-478-9110 

Mike Garside (Salt Spring) 250-537-5527 

Jody Bradley (Pender Island) 250-629-3789 

Bob Jones (Brentwood) 250-652-1141 

Larry Lesage (Brentwood/Salt Spring) 250-652-1141 

Doug Guedes (Sidney) 250-656-9886 

Gary Law (Oak Bay) 250-592-5544 

“Superstorm” Sandy: Implications 
for the Insurance Market  

www.gccCapitalIdeas.com  
 

The Event  
From a meteorological perspective, as Sandy moved 
north the inner core functioned like a hurricane 
extracting energy from the warm Gulf Stream waters 
while the outer portions of the storm fed off the strong 
temperature gradient between arctic air coming down 
from Canada and the tropical air being pulled north 
from the Caribbean.  
 
Even without Sandy moving into the area, weather 
models showed that a typical Nor’easter would have 
formed. The extra energy provided by the merging of 
the hurricane and the colder weather system allowed 
the storm to set many records including:  
 

 Storm surge level at Battery Park on the south tip 
of Manhattan topped out nearly 4 feet higher than 
the previous record set by Hurricane Donna in 
1960. Similar to many areas of the Northeast, the 
peak surge associated with the storm hit within a 
half an hour of high tide that was already made 
higher than normal by the full moon.  

 Central pressure of Sandy at landfall in Atlantic 
City, New Jersey was the lowest pressure 
measured anywhere in the Eastern United States 
north of Cape Hatteras, North Carolina. The 
previous record was set by the “Long Island 
Express” hurricane of 1938. Central pressure at 
the time of landfall was equivalent to a Category 3 
hurricane.  

 Sandy peaked as the second largest Atlantic 
tropical cyclone with tropical storm force winds 
extending out 580 miles from the center or roughly 
twice the size of Texas.  

 
The storm’s historic intensity, near-record size, unique 
northwest motion, and timing of landfall with high lunar 
tide contributed to the historic storm surge levels 
along the coastline in the Northeast. 
 
Estimated Losses are currently thought to be 
approximately $20 Billion (USD). 
 

http://www.gcccapitalideas.com/
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Tips for managing the cost of your 
insurance premiums 

 
Our customers often ask us how they can manage 
the annual insurance premiums they pay, so we’ve 
listed below some suggestions for doing just that! 
 
1) Consider increasing your deductible.   

a) You probably won’t want to make a claim 
for a relatively small payout, as you would 
risk the loss of your claims free discount 
and good claims history, so it’s better to 
raise the deductible to a number with which 
you’re comfortable handling yourself. 

b) A higher deductible allows you better 
options for coverage: most insurers are 
more willing to take on risks where the 
client is willing to share that risk. 

2) Practice ‘risk management’ in your business: 
a) This means anticipating possible risks, and 

putting measures in place to avoid claims, 
such as: 
i) Staff training in handling issues that 

arise: e.g., do they know what to do if 
there is a spill in a portion of the 
business where customers have 
access? 

ii) Replacing hot water tanks, oil tanks, 
roofs, etc. before they outlive their 
natural life. 

iii) Putting security measures in place: 
cameras, bars on windows, good locks, 
etc. 

3) Reward your employees for ideas in mitigating 
losses.  

4) Talk to your broker about other ways you can 
keep your premiums in check. 

 

Strata Property Act Changes 
 
New regulations have been passed that require strata 
corporations to obtain ‘reserve-fund studies’ that 
outline anticipated maintenance, repair and 
replacement costs for common expenses projected 
over 30 years, and that offer at least three funding 
models for those projected costs.  About 22,000 of 
B.C.’s 29,000 strata corporations will be required to 
undertake these studies before the end of 2013, and 
then every three years thereafter. 
 
This change should help strata owners become more 
proactive about funding and undertaking major repairs 
and upgrades to their properties. 
 
However, there are a number of areas in the Strata 
Property Act that are still problematic and overdue for 
amendment, including: 

 Some strata buildings, plagued with frequent water 
damage claims, are seeing their deductibles for 
these losses increase, with some notable ones 
reaching six figures. 

 Due to court interpretations of the word 
“responsible” in the Act, individual owners of units, 
where losses originate and impact common 
property and other units, are finding themselves 
liable for these large deductibles. 

 The Insurance Bureau of Canada has 
recommended to government that it amend the Act 
to clarify its original intent that these deductibles 
are common expenses.  In the meantime, 
however, strata corporations are establishing their 
own clarification to owners by passing bylaws that 
make owners strictly liable for building deductibles 
if the loss originates in their unit.  

 This creates an exposure for individual unit owners 
that they and their brokers should ensure is 
adequately covered by their unit policies.  
Anecdotal evidence suggests that about only half 
of unit owners have any type of unit coverage, let 
alone deductible coverage. 

 The deductible coverage exposure is all the more 
serious when you consider the earthquake 
deductible, which could be several million dollars 
for a large strata building. 

 
 
 
 

Reinsurance Sector Impact  

 

Losses emanating from Sandy are complex and 
will take time to measure. Sandy’s effect on the 
reinsurance sector’s capital position nevertheless 
appears manageable. At the end of the third 
quarter and prior to the Sandy loss, it was our view 
that dedicated reinsurance sector capital was 
approaching USD200 billion, implying excess 
capital of around USD25 billion, or 15 percent. The 
corollary is that the reinsurance sector has ample 
capital to absorb losses emanating from Sandy, 
even if some currently higher loss estimates prove 
true. 
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Higher Standards for Earthquake 
Coverage by January 2014 

 
The Office of the Superintendent of Financial 
Institutions (OSFI) has updated their standards for 
insurance companies in preparing for the financial 
consequences of a major earthquake. This was 
necessary to respond to the changes that have 
occurred in the science and technology around 
earthquake assessment.  Among the key principles 
driving the new guidelines: 
 

 Earthquake models should be used with a sound 
knowledge of their underlying assumptions and 
methodologies,  

 Estimates or probable maximum loss should 
properly reflect the total expected ultimate cost to 
the insurer, including considerations for data 
quality, non-modelled exposures, model 
uncertainty, and exposures to multiple regions. 

Insurance companies are expected to comply with 
these expectations by January 1, 2014. 
 
What does this mean to the consumer? 
 

 The insurance companies, including Lloyd’s, have 
less capacity to insure earthquake 

 The cost of insurance is rising: the insurers are 
dependent on buying reinsurance, the cost of which 
has risen steadily over the last 12 months 

 Earthquake deductibles are rising 
 
What’s the good news? 
 

 SeaFirst continues to enjoy a strong relationship 
with our insurance companies, particularly Lloyd’s 
of London 

 We still have lots of capacity to write business 
 We have a large range of products from which to 

choose the best coverage for our clients 

 

How to Protect Your Business 
Against Earthquake Damage 

 
There are some key preventative measures 
that can help you minimize the damage your 
business incurs in the event of an earthquake: 

 Develop a business continuity plan to help 
you and your employees know what’s 
expected if a disaster occurs. 

 Conduct an audit of general earthquake 
vulnerability and a hazards risk 
management (you can find good 
templates on the internet). 

 Secure heavy furniture, loose equipment, 
water heaters, and propane and fuel 
tanks. 

 Establish a contingency plan. 

 Conduct a non-structural assessment of 
your business, including inventory. 

 Hold regular drop, cover, and hold on drills 
for employee safety. 

 Encourage your family to have family 
plans and emergency kits. 

 Seismically retrofit buildings or 
occupy/rent buildings that are built to 
earthquake code, e.g. bolt the sill plate of 
the building to the foundation, brace 
cripple walls, secure chimneys to roof 
framing, etc. 

 When considering a new site, evaluate it 
for hazards, such as risk of liquefaction 
and proximity to faults; locate near 
lifelines, such as transportation, power 
and water; and build to earthquake codes. 


