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ICLR in 2024

By Paul Kovacs, Executive Director, ICLR

Last year was remarkable for the Canadian
insurance industry with $8.5 billion in
catastrophe claims, an all time record by
far. Four large events occurred in less
than 30 days last summer, with major
losses in Calgary, Montreal, Toronto,

and Jasper.

The year was also remarkable for ICLR.
We use science to champion action by
insurers, governments, homeowners,
businesses and infrastructure owners to
support investment in seismic and climate
resilience. We believe that the trend of
rising loss and damage can be broken by
investments in proven and affordable
resilience solutions. This year brought
three important breakthroughs for the
Institute:

> First, ICLR launched the Resilient
Homes Task Force, a partnership with
the Canadian Home Builders’
Association (CHBA). The insurance
industry and builders are now
working together to promote resilient

Download our 2024 annual report at
https://www.iclr.org/about-us/
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Building resilient communities

construction. Pilot studies, funded by
insurers and government, measure
the cost and ease of adding specific
resilience measures and identify any
implementation challenges. ICLR is
providing guidance documents to
CHBA members setting out which
measures increase resilience (rated as
good, better, best) and how they
should be installed. Also, we
developed joint messaging about the
importance of resilience for
Canadians. An exciting new and
timely collaboration. >



https://www.iclr.org/about-us/

> Second, the ICLR Resilience Solutions program
expanded its successful display centre and
roadshow program. Our first centre was
established at Western University in London,
where there was a ten-fold increase in visitors
last year. Our second centre was opened in
Winnipeg on November 5. Thanks to Wawanesa
for their generous support. Roadshows took
climate resilience displays to events in
Edmonton, Saskatoon, Toronto, Ottawa (twice),
and Cambridge (thank you TD, SGlI, Aviva,
and OMIA). We expect member insurers,
brokers, builders, government officials, and
others will come back again and again for a
hands on display of proven resilience actions
and to discuss how to build resilience among
your customers.

> Third, the ICLR Resilience in Recovery program is
expanding into a public/private partnership to
build back better following a loss. Lessons
learned in Calgary, Barrie, Lytton, and Jasper
provide the foundation for bold, collaborative
action to build resilience after future loss events.
More on this will be coming soon.

Special thanks to Andy Taylor, President and CEO of
Gore Mutual, for his leadership as Chair of the ICLR
Board of Directors. Also, to ICLR Board members
Susan Penwarden (Aviva Canada), Rob Wesseling
(Co-operators), Donna Ince (Definity Financial),
Etienne Berlinguet (Intact Financial), Klaus Wilkens
(Munich Re), John Taylor (OMIA), Penny McCune
(SGI), Olivier Gay (SCOR), Jolee Crosby (Swiss Re),
Francois Langevin (TD Insurance), Anna McCrindell
(Wawanesa), and Ken Colley, Matt Davison, and
Dan Shrubsole (Western University). And thanks

to co-Chairs Jocelyn Laflamme (Desjardin) and

Kim Court (Northbridge), and the other members of
the Insurance Advisory Committee.

Importantly, our thanks to our 120 insurance
company members and the numerous government
agencies at all levels that support ICLR. We are
proud of how we are using science and research
to increase seismic and climate resilience for

all Canadians.
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The federal government commits to faster, stronger disaster recovery

By Paul Kovacs, Executive Director, ICLR

In an historic step forward in Canadian
disaster management policy, the federal
government recently announced bold and
transformative changes to the Disaster
Financial Assistance Arrangements (DFAA)
program. This is the most significant
improvement in more than 50 years.

The changes promise faster recovery after
a flood, wildfire or other disaster, and
stronger, more resilient communities.

Now, “building back better” with added
protection will replace “restoring to
pre-disaster conditions” as the standard
approach to recovery. Investments in
resilience will now reduce the risk of
future disaster damage, bringing savings
over the long term. Research by the
Institute for Catastrophic Loss Reduction
shows that each dollar invested in
resilience will likely prevent $5 to $10 or
more in future damage — a compelling
return on investment.

The federal government has provided
more than $9 billion in financial assistance
for disaster recovery through the DFAA
program. However, rebuilding to pre-
disaster conditions often perpetuated
vulnerabilities, leaving those at risk before
the disaster equally at risk after the
recovery. Moreover, achieving full recovery
often took years. The revised DFAA aims
to shorten recovery timelines and break
the cycle of repeated loss through
increased federal funding support to add
resilience in recovery.

In 2023, the federal government paid
more than $1.5 billion to rebuild to
pre-disaster conditions. The 2025 DFAA
program now offers an additional 25 per
cent to invest in risk reduction and

A devastated residential block after a wildfire in Jasper, Alta. Photo by Dr. Keith Porter,
Chief Engineer, ICLR.

protective measures, including relocation
support and buyouts, where appropriate.
Hundreds of millions of dollars will be
invested to help damaged homes and
infrastructure recover beyond pre-disaster
conditions with protection from future
risks. The federal government will cover
up to 50 per cent of costs in zones of low
and moderate risk, and 90 per cent in
high risk zones.

Presently, most at risk Canadian homes
lack essential protections against flooding,
wildfires and other hazards. DFAA reforms
offer an opportunity to change this. Some
municipalities are leading by example,
providing incentives for basement flood
protection (Toronto, Ottawa, Edmonton,
London and a dozen others), wildfire
resilience (Fort McMurray and others),

and storm resistance (Dufferin County

in Ontario and an expired program in
Calgary). Revised federal assistance
encourages broader adoption of financial
incentives by governments of all levels.

Recovery planning is vital to accelerate a
healthy rebuilding process and embed
resilience into reconstruction. DFAA now
includes a Disaster Risk Reduction
Incentive that rewards the efforts made by
provinces and territorial governments that
proactively support their communities in
recovery planning and mitigation. Greater
investments in mitigation and planning
will ensure that people return to their
homes, schools and workplaces sooner.

Canadians are effective in pre-disaster
response planning, and now we need to
apply this strength to recovery planning. >

“It's time to embrace progress and deliver on the promise that investments in risk

reduction will ensure safer, more resilient communities for all.”


https://www.canada.ca/en/public-safety-canada/news/2025/01/government-of-canada-modernizes-disaster-recovery-funding-program.html

Much of an effective recovery process can
be set out in advance, before a disaster
strikes. Planning allows recovery funds to
revitalize and enhance the community.

In 2024, Canadians experienced

$12 billion to $14 billion in preventable
direct damage from disasters. The trend in
rising disaster loss and damage in Canada
is unsustainable and unacceptable.
Insurance companies paid $3.5 billion last
year to repair basement flood damage

in Montreal and Toronto, $3 billion for
hail damage in Calgary, and more than

$1 billion because of the wildfire in Jasper.
Investing in resilient homes and

infrastructure is essential to break this
alarming trend. DFAA modernization
directly addresses this need. The federal
government will spend more over the
near term to support Canadians and
communities that invest in protective
measures, and this will result in significant
savings in the long term through reduced
future loss and damage.

The federal government demonstrated
bold leadership with DFAA reforms. It also
committed to develop a national recovery
strategy. Now, it's up to provincial,
territorial and municipal governments,
along with insurance companies and

This article originally appeared in the Financial Post, February 24, 2025

other stakeholders, to integrate resilience
and add protection investments in
recovery. Together, we can ensure that
Canadians recover faster and emerge
stronger, with homes, buildings and
infrastructure designed to withstand
future disasters.

This is a pivotal moment for disaster
management in Canada — a time to
embrace progress and deliver on the
promise that investments in risk reduction
will ensure safer, more resilient
communities for all.

ICLR’s Special Business Resilience Series complete

ICLR’s four-part Special Business Resilience Series of guidance is
now complete with publication of ‘Severe weather events and
climate change: Conducting risk assessments and using technology

to protect your organization’s value chain’.

In the first three Mind your business Special Business Resilience
Series bulletins (Business Interruption, April 2023; Contingent
Business Interruption & Interdependencies, September 2023; and,
Supply Chain, October 2024), we explored the impact of severe
weather events to better understand Business Interruption (BI),
Contingent Business Interruption (CBI), Interdependency and
Supply Chain insurance exposures and how to better protect an

organization’s value chain.

Part four explores the insurance risk assessment process and digital
solutions to protect an organization’s value chain. Specifically, the
publication discusses how to use risk assessment processes and
various digital solutions to understand an organization’s natural
hazard and severe weather exposures and to deploy solutions to
mitigate loss and protect supply/value chain revenue.

Written by Chris Snider, AMBCI, the four publications can be found

at https://www.iclr.org/commercial-insurer/.
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An asteroid could hit Earth in 2032: Are insurers prepared?

By David Gambrill, Editor-in-Chief, Canadian Underwriter

In a world filled with dangerous surprises
for global insurers, the next unexpected
risk to watch for is the small likelihood of
a large, “city-killing” asteroid colliding
with Earth in 2032.

And yes, in case you are wondering,
objects falling out of the sky are covered
under insurance policies. Although
insurers now have time to question
whether or not they should be.

Paul Kovacs, executive director of the
Institute for Catastrophic Loss Reduction
(ICLR) — the research arm of Canada’s
property and casualty industry — received
a call in 2008 to help advise the Secretary
General of the United Nations on how to
prepare for an asteroid hit. Working with
Russian and American astronauts, he and
the advisory group provided the UN with
a plan for handling the risk of damage
caused by an asteroid hit.

“It's now been several years, and for the
first time ever in the world, the word has
gone out to activate the plan,” Kovacs
told Canadian Underwriter in a recent
interview.

NASA's Center for Near Earth Object
Studies (CNEOS) has its eye on Asteroid
2024 YR4, which is currently estimated to
be around 55 metres wide and was first
discovered in December 2024.

CNEOS now estimates the chance of the
asteroid hitting Earth in 2032 is 3.1%.

As scientists point out, that means there is
a 96.9% chance it will miss Earth entirely.

But if it hits Earth, the impact from a
meteorite that large could be
catastrophic. NASA has run several
hypothetical damage scenarios; all of
them depend on the exact size of the
asteroid, which is still being examined.

Risk Corridor for 2024 YR4
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Image courtesy of the Asteroid Institute.

Based on its current known size, the
impact of a hit by Asteroid 2024 YR4
would result in the equivalent of a
7.7-megaton blast, CNEOS estimates.
(The nuclear bomb dropped on Hiroshima
in 1945 had an explosive yield of about
0.015 megatons.)

If Asteroid 2024 YR4 hits Earth, it's highly
likely (about 75% to 80%) it will hit
water, Kovacs points out.

But if a meteor between 50 m and 280 m
were to hit land, one of NASA's
hypothetical scenarios states, “blast
damage areas would most likely extend
[about] 40 km to 110 km in radius,

and possibly out over 200 km in the
largest cases.”

Such an impact could affect anywhere
between zero to 5 million people,
depending on where it lands, NASA says.

Blast damage could range anywhere from
shattered windows and structural damage
to ignited clothing, third-degree burns, or
unsurvivable devastation caused by
burned and flattened buildings.

Kovacs says scientists are currently
modelling hypothetical scenarios similar
to how insurers use models to determine
potential damage from natural
catastrophes such as earthquakes,
hurricanes, severe weather storms, or
wildfires.

As of this writing, scientists have
calculated the impact risk corridor of
Asteroid 2024 YR4 stretches near the
equator eastwards from the Pacific Ocean,
over South America, the Atlantic Ocean,
Africa, the Middle East, and into Asia. >



Even if the chance of it hitting Earth is
3.1%, "the chance for Canada is zero,
the chance for the U.S. is zero, and the
chance for Europe is zero,” Kovacs says.
“But under that arc is Kolkata...and if it

came down on [Kolkata], that's a big deal.

We're talking about millions of people
dying.”

Eight out of the world’s 100 most-
populous cities hold the largest risk of
impact, including Bogotd, Abidjan, Lagos,
Khartoum, Mumbai, Kolkata and Dhaka,
as reported by the Independent, citing
NASA data.

Should asteroid damage be
covered?

In a 2004 paper on the topic, Kovacs
noted that insurance policies do cover
damage caused by meteor impacts. His
paper raises the question of whether they
should cover it, given the low frequency
but high severity of potential damage.

“Meteorites larger than a few dozen
metres that strike a major urban centre
could overwhelm the insurance industry,”
Kovacs and co-author Andrew Hallack
wrote in Limits to Insurance. “There is a
very low probability that this will occur,
but the high consequences imply that the
insurance industry should pay more
attention to this hazard.

“Some specific actions the industry
should consider:

> Should insurers and reinsurers
continue to cover damage from
meteorite impact?

> How can insurers encourage loss
prevention and preparedness
initiatives?

> How can insurers work with
governments and international
agencies to manage threats like
meteorites that are beyond the
financial capacity of the insurers to
address alone?”

But as meteor impact risk modelling
becomes more precise, the damage could
be excluded since the event would cease
to be unpredictable — which is a
fundamental aspect of insurance
coverage, Kovacs tells CU.

“| called a bunch of insurance companies
[and asked], ‘If you know an asteroid’s
going to hit the planet, and it's not going
to wipe out the planet but will cause
really serious problems where it hits —
and you know where it's going to hit —
will you pay for that?’

“And they said, ‘Well if it's coming eight
years from now, | will probably have
renewed every insurance policy eight
times. At some point, I'm going to take

This article originally appeared in Canadian Underwriter, February 20, 2025

that [coverage] away, knowing with
certainty that there’s going to be an
asteroid hit [on a specific city or area],
Kovacs says.

rn

“So, when | wrote my paper, it is covered
by insurance. But if you predict it and see
it coming, [coverage] will probably be

taken out of the policy before it happens.*

U

As for managing the risk, Kovacs notes
the potential for damage on Earth
rises exponentially if you try to destroy
the asteroid by breaking it up into
many pieces.

“If you go up [into space] and then
blow it up, you still have all the pieces
coming our way,"” he says. “It’s just that
now they’re going [to hit Earth] in lots
of places instead of just coming at

one [spot].

“So, the analysis for some time is...
blowing [the asteroid] up is probably not
going to help.”

Enter NASA's Double Asteroid Redirection
Test (DART) mission in 2022, which
diverted an asteroid twice the size of
Asteroid 2024 YR4, as the Independent
writes. “Another asteroid-redirection test

undertaken by China is set to take place
in 2027 on a smaller asteroid.”
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