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B.C. is home to some of the most expensive housing markets in Canada, and its property values have continued to increase 
significantly in recent years. In the Greater Vancouver area, average condominium prices have risen at a compound annual growth rate 
(CAGR) of 8.3% from 2015 to 2019; this compares with a 6.2% CAGR for average Canadian house prices over the same period. The rising 
prices, alongside increased immigration, have contributed to demand for new construction and led to a corresponding increase in 
construction and repair costs. This rise in costs is illustrated by the change in the residential Building Construction Price Index (BCPI), 
with Vancouver’s pricing increasing by 18.2% from the first quarter of 2017 to the last quarter of 2019, compared with an average of 
10.9% across other major Canadian cities.i The growing construction costs have led to an increase in the insured values of B.C. strata 
buildings (i.e., the replacement and repair costs that insurers would have to pay for the buildings), and contributed to insurers raising 
their rates to financially cover the additional costs and risks that they cover.

Increases in Insured Value and Replacement Costs
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Executive Summary
The core objective of strata insurance is to provide financial protection for strata corporations against the insurable risks that they face (e.g., fire 
damage, water damage, equipment failure). Strata properties include condominiums, apartments, townhouses, duplexes, and single-family 
homes. They are required by law to purchase strata insurance coverage, making strata insurance an important subsegment of the commercial 
property insurance market. The British Columbia (B.C.) strata insurance market generates approximately $300 million in premiums and covers 
well over $100 billion of insured property value. While the entire Canadian commercial property insurance market has experienced hardening 
market conditions since 2019, strata insurance in B.C. has faced additional pressures. Challenges in the B.C. strata insurance market have been 
driven by four key market pressures:

Key Market Pressures on B.C. Strata Insurance

The type of building materials used is a key underwriting consideration in assessing risk and in pricing strata insurance, as it directly 
affects the quality (e.g., durability, longevity) of the building. 

The B.C. marketplace has been particularly challenged by a subset of 65,000 strata units (i.e., strata lots) built in the 1990s, due to their 
relatively poor design and construction. These units have contributed to a high number of water damage claims made by B.C.’s strata 
corporations. In addition, concerns have been expressed about B.C.’s recent increase in the building height allowance for wood-frame 
buildings from 6-stories to 12-stories. While the Canadian Wood Council states that the materials to be used in the new construction 
(i.e., encapsulated mass timber construction) provide significant advantages in terms of structural performance, construction 
efficiencies, and construction safety, insurers have expressed concerns. There is a belief among some insurance underwriters that 
wood-frame structures result in greater risk of claims, and that the increased height of wood-frame structures will lead to a rise in 
claims costs. Further data will be required to assess the impact of the change to wood-frame building heights and materials. 

Furthermore, B.C.’s unique terrain, impacted by oceanic climate and its location near the edge of tectonic plates, requires higher 
quality buildings. This entails additional measures of protection (e.g., stronger pipes to protect against cold weather and floods), as well 
as stricter maintenance programs. Vulnerabilities in building quality have contributed and can be expected to continue to contribute to 
higher claims costs, which will have an impact on both strata corporations and insurers.

Concerns with Building Quality

i The Building Construction Price Index (BCPI) is a measure of the change over time in price that contractors charge to construct a range of new buildings, residential in this case; contractors’ prices 
reflect value of all materials, labor, equipment, overhead, and profit, and excludes valued added taxes and any costs for land, land assembly, building design, land development, and real estate fees; 
2017 = 100 on the index
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Climate change has increased the number of extreme weather events (e.g., wildfires, flooding, windstorms) experienced in Canada in 
recent years. This is a significant risk which has affected the broader Canadian property and casualty (P&C) insurance market, – with 
catastrophic losses averaging $2.2 billion from 2015 to 2019 nationally – including the B.C. strata insurance market. 

Furthermore, B.C. is located in the Pacific Ring of Fire earthquake zone and has the highest earthquake exposure in the country. 
Although earthquake insurance is not listed by the Strata Property Act as mandatory insurance coverage, it is strongly advised, 
particularly for buildings located in earthquake-prone areas. Southwestern B.C. for example, experiences approximately 400 
earthquakes every year (many of which occur offshore), of which roughly a dozen can be felt by B.C. residents. The more concerning 
earthquakes, causing significant structural damage, occur approximately every decade. Most concerningly, there is a 30% chance of a 
significant earthquake occurring in B.C. in the next 50 years which is projected to cause up to $125 billion in total losses, of which $42 
billion would be insured. Many of of B.C.’s strata corporations have chosen to purchase earthquake insurance, creating sizable financial 
risk for insurers. Significant uncertainty around when such an extreme event may occur creates challenges in the pricing of strata 
insurance. Additionally, increased concerns regarding earthquake risks exert pressure on strata insurers’ access to reinsurance. Rises 
in strata insurers’ reinsurance rates negatively impact their profitability and further drive the need for rate increases. 

The rise in extreme weather events, combined with the risk of major future earthquakes, has increased the frequency and severity of 
claims and impacted the pricing of strata insurance.

Pressures on the strata insurance market have been further amplified in B.C. due to gaps in the legislative requirements regarding 
risk management practices of strata corporations. The B.C. government has fewer legislative requirements for strata corporations 
relative to other provinces (e.g., Alberta, Ontario). While B.C.’s government is increasingly taking action, many provincial reforms to 
improve building risk have yet to be enacted and are likely to be long-term in nature. Gaps in the legislation, including those regarding 
the frequency with which strata corporations update reserve funding and building maintenance plans (i.e., depreciation reports), risk 
management training for strata councils, and clear definitions of the accountability for damage to strata units, should be quickly 
introduced in order to improve the overall claims profile of the province’s strata stock. 

While many strata corporations continue to invest in preventive maintenance, – in line with, or above legislative requirements 
– insufficient reserve funding and gaps in maintenance plans for others are key contributors to building damage and increasing
frequency and severity of claims incurred by strata insurers. These risks have potential to be mitigated through legislative action.

Rising Extreme Weather Events

Gaps in Legislative Requirements

04



05

State of the British Columbia Strata Insurance Market  | Executive Summary

Market Financial Performance
The B.C. strata insurance market, and specifically premium and 
deductible levels for strata corporations, has begun to stabilize after 
experiencing significant financial pressure in recent years.

Claim losses were sizable for several consecutive years, with average 
loss ratios (i.e., net claims incurred as a percentage of net premiums 
earned) for B.C. strata insurers approaching 100% in 2018. A loss ratio 
of 100% poses significant financial challenges for insurers, as their 
written business is unable to cover any of their operational expenses. 

As a response, B.C.’s insurers began raising rates in 2019, with average 
rate increases of 40% year-over-year from 2019 to early 2020. 
Deductibles were also increased, with a key objective of reducing the 
prevalence of more frequent, less severe claims 
(e.g., water damage). Over this period, strata insurers increased 
deductibles by more than 100% for most types of coverage. In 
addition, some carriers have become more selective in the coverage 
they provide, and the risk undertaken, reducing the market’s overall 
capacity. 

Insurers’ actions in response to the market financial pressures have 
contributed to improved loss ratios, which declined from nearly 100% 
in 2018 to an average of 80-85% in 2019, as changes started to take 
effect partway through the year. Many of B.C.’s strata insurers expect 
financial performance will be shown to have continued improving in 
2020. The vast majority of respondents to a Deloitte survey of B.C. 
strata insurers indicated that they expect loss ratios of less than 80% 
in 2020 and over half expect loss ratios of less than 60%. 

These improved loss ratios are expected to have a positive impact on 
rates for clients. As strata insurers’ profitability continues to improve, 
insurers are expected to reflect this positive trend in clients’ rates 
going forward. Additionally, in recent months, some stratas have seen 
their rates reduced as capacity has increased in the market, according 
to strata insurance brokers surveyed. While rates may remain elevated 
in the near term, and properties with a history of claims or higher risk 
exposure may continue to see elevated rate increases, market 
conditions for strata corporations more broadly are expected to 
improve. 

While strata insurance in B.C. remains widely available today, ongoing 
market pressures continue to create risks for the future affordability 
and availability of strata insurance in B.C. This requires further action 
to improve the overall risk profile and claims experience of the 
province’s strata corporations.

Proposed Actions to Support the B.C. 
Strata Insurance Market
The complex issues faced by the B.C. strata insurance market will 
require combined efforts from the government, strata corporations, 
brokers, and insurers to address, including: 

Considerations for Government-Led Action
• Amend Building Maintenance Requirements: Consider

legislative changes to amend building codes and increase
requirements for strata corporations’ maintenance planning

• Establish Damage Prevention Measures for Land-Use: Revise
land-use processes to shift the building of new stratas away from
areas at high risk of extreme weather damage

• Support E icient Claims Management Processes: Implement a
definition of a standard strata unit to clarify coverage between
strata corporations and unit owners; accelerate permitting
processes for repairs following loss events

• Mandate Education for Strata Council Members: Mandate
standard training modules for strata council members, including
education on the risks associated with operating stratas, the
dynamics of strata insurance, and risk management
best practices

Considerations for Strata Corporation-Led Action
• Adopt Better Risk Management Practices: Seek opportunities

for education of strata council members, in addition to proactive
adoption of proposed or upcoming government legislations (e.g.,
revised requirements for building maintenance) prior to
their enactment

• Engage in Proactive Interactions with Insurers and Brokers:
Collaborate with brokers and insurers to identify risk management
strategies which best support building safety and access to
favourable rates, and earlier identification of coverage gaps and
rate increases

Considerations for Broker-Led Action
• Provide Strata Corporations with Proactive Education and

Support: Support strata corporations through earlier
identification of risks facing their organizations, potential
coverage gaps, and upcoming rate increases

Considerations for Insurer-Led Action
• Improve Pricing Model Transparency: Enhance transparency

of pricing for strata corporations, including clarity on the
importance of various risk factors in determining clients’ rates
(e.g., location, age of building, construction materials used)

• Lead Collective Education Efforts on Risk Management:
Increase efforts to educate government, strata corporation and
broker stakeholders to create a clear understanding of the risks
facing the market, their potential coverage gaps, and how they
can best be addressed

Consistent long-term 
collaboration will support 
sustained financial stability of 
the B.C. strata insurance market.
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Strata insurance is a commercial insurance product provided by 
Canada’s property and casualty (P&C) insurers. British Columbia 
(B.C.) strata properties most commonly refer to condominiums, but 
also include apartments, townhouses, duplexes, and single-family 
homes. Strata housing is a popular choice in B.C. due to its 
convenience, security, added amenities, and value. 

The B.C. strata insurance market generates approximately $300 
million in premiums and covers well over $100 billion of insured 
property value.1  Under the Strata Property Act (SPA), strata property 
and liability insurance are compulsory for strata corporations, while 
coverages for earthquakes, overland flooding, and appliances are not 
specifically listed by the Act and are therefore not required.2  Strata 
unit owners and tenants are strongly advised (but not required by 
law) to purchase their own property and liability insurance to cover 
the risks associated with their individual units.3  However, they are 
impacted directly by the strata insurance market, 

as strata corporations adjust owners’ strata fees to reflect changes 
to the corporations’ insurance rates and other expenses. Evidently, 
both strata corporations and end consumers (i.e., unit owners and 
tenants) are important stakeholders in the strata insurance market. 
In 2020, an estimated 1.5 million residents lived in strata properties 
across B.C., in which the insured value of strata buildings ranged 
from under $1 million to over $200 million.4  In 2019, there were 
approximately 32,000 strata corporations and 670,000 active strata 
units in the province.5  

Strata insurance markets across many Canadian provinces have 
seen market financial challenges in recent years. However, financial 
pressures on the B.C. strata insurance market have exceeded those 
experienced by other Canadian provinces.6  This pressure has 
been driven by the challenging market conditions in the broader 
commercial insurance market, as well as additional B.C. strata 
market-specific pressures. 

State of the British Columbia Strata Insurance Market  | State of the B.C. Strata Insurance Market

State of the British Columbia 
Strata Insurance Market
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Exhibit 1: Canadian Commercial Property Net Loss Ratio (5-Year Rolling Average); 2000 – 2019 

Exhibit 2: Canadian Commercial Property 3-Year Average Annual Growth; 1995 to 2018

Source: IBC with data from MSA Research

Source: IBC P&C Insurance Facts 20207
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Hardening Commercial Insurance Market Conditions 
The overall Canadian commercial insurance market is in a challenging position. Market conditions began to shift in early 2019, as 
Canada entered a period of higher premium rates and reduced underwriting capacity, also known as a “hard market”. This was 
a response to heavy financial pressures experienced by the Canadian commercial insurance market when loss ratios increased 
significantly. For example, average Canadian loss ratios for commercial property insurance (the market which strata insurance is 
subset of) rose from 57.4% for the period of 2006 to 2010, up to a high of 68.4% from 2015 to 2019. Over this period, the increase 
in insurers' commercial property premiums fell behind the increase in claims costs. Many insurers reduced the risk they took 
on, and in some cases, exited product lines altogether. As markets adjusted to these new conditions, there was a decline in the 
availability of commercial property insurance and a corresponding rise in clients’ insurance rates. 

State of the British Columbia Strata Insurance Market  | Hardening Commercial Insurance Market Conditions
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ii Please reference Deloitte’s November 2020 report “State of the Canadian Commercial Property & Casualty Insurance Market” for further details on the state of the broader commercial insurance 
market

Three immediate pressures led to these hardening market 
conditions:

• Firstly, Canada has experienced an increase in the severity
and frequency of extreme weather events. Canadian insurers
experienced catastrophic losses averaging $2.2 billion from
2015 to 2019 nationally due to extreme weather events, with the
record high natural catastrophe loss for a single year occurring in
2016, at a cost of $5.1 billion.8

• Secondly, pre-existing pressures were exacerbated by the impact
of COVID-19 in 2020, as COVID-19 led to significant financial strain
on Canadian businesses and the global economy and created
changes to the risk exposures that insurers and businesses
faced.

• Finally, insurers had faced multiple years of low investment
returns, driven by declining bond yields. This pressure was
heightened in 2020, as COVID-19 led to unprecedented economic
uncertainty and drove Canada into a deep recession. As a result,
the Bank of Canada lowered interest rates as a means to help
stimulate spending. While this can help encourage economic
activity, it reduced bond yields for insurers – an important
revenue source.

Taken together, this context has created a two-sided challenge for 
the industry, in which insurers contend with hard market dynamics 
while their clients contend with the economic downturn. The effects 
of the crisis have also challenged the ability of insurance customers 
to absorb rate increases, as businesses are faced with depressed 
consumer spending, the effects of lockdowns, and elevated 
uncertainty. Ultimately, commercial insurers have been left with 

subpar underwriting profitability, and lower investment returns 
struggling to offset the worsening underwriting results.ii  

Key Market Pressures on 
B.C. Strata Insurance
During this challenging period for the B.C. strata insurance market, 
there is a shared interest in ensuring that strata corporations can 
access and afford the insurance coverage they need. The first step 
to addressing the needs of strata corporations is to develop a better 
understanding of the factors affecting the B.C. strata insurance 
market today. While challenges have been experienced across all 
commercial lines and regions within Canada, B.C.’s strata insurance 
market faces unique challenges driven by four particular market 
pressures. 

Increases in Insured Value and Replacement Costs 

The value of real estate in B.C., including for strata properties, has 
significantly increased over the past few years. Strata housing most 
commonly refers to condominium buildings and therefore, market 
dynamics associated with condos highlight the trends of the broader 
strata market. Across Greater Vancouver, the average condominium 
price has increased at a CAGR of 8.3%, between 2015 and 2019.9  
This is higher than the 6.2% CAGR for the rise in average Canadian 
house prices during the same time period.10 
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Exhibit 3: Greater Vancouver Average Condominium Sales Price; January 2015 to July 2020

Source: Steve Saretsky Greater Vancouver Market Stats11 
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While property values do not directly impact insurance rates, B.C. 
has experienced a rise in demand for new construction, heavily 
impacted by the increase in real estate property values, alongside 
high immigration rates. As a result, there is a stronger construction 
industry, leading to a rise in the cost of construction and repairs 
in parallel with the rise in property values. From 2015 to 2019, 
the average hourly wage of construction workers in B.C. rose by a 
CAGR of 2.9%, compared to a CAGR of 2.2% for overall Canadian 

construction wages.12  Increased demand for new properties has 
also driven up the cost of construction materials (e.g., lumber, 
drywall).13  These factors have contributed to the residential Building 
Construction Price Index (BCPI) for Vancouver increasing 18.2% from 
the first quarter of 2017 to the last quarter of 2019, nearly double the 
10.9% increase for the average across other Canadian metropolitan 
cities.iii 14  

The rise in construction costs has also led to an increase in the 
insured values of B.C.’s strata buildings. Two thirds of insurers 
surveyed experienced rises in their insured value covered over 
the past three years, with half of all insurers surveyed indicating 
an increase of more than 25%. In B.C., strata insurance is legally 
required to be for full replacement value and must insure against 
all major perils listed in the Act (e.g., fire, lightning, windstorm, 
equipment failure).16  This means that insurers must pay 100% 

of the replacement cost of the loss or damage incurred, less 
any deductibles.17  As a result, the insured value and associated 
replacement costs of a building are major drivers behind insurance 
rates. Overall, the rise in construction costs and corresponding 
insured values causes additional pressures on insurers through 
rising claims costs. This contributed to the need for insurers to 
increase their rates to financially cover this growing expense. 

Exhibit 4: Canadian Metropolitan Cities’ Residential Building Construction Price Index (BCPI); Q1 2017 vs Q4 2019iv  

Source: Statistics Canada15

Metropolitan City Q1 2017 Q4 2019 % Change

Vancouver 96.3 113.8 18.2%

Toronto 96.8 110.7 14.4%

Ottawa 97.9 113.3 15.7%

Montreal 98.7 108.6 10.0%

Edmonton 98.1 106.4 8.5%

Calgary 97.9 106.9 9.2%

Winnipeg 96.3 113.9 18.3%

Moncton 98.4 107.1 8.8%

Halifax 98.2 109 11.0%

St John's 98.7 105.5 6.9%

Saskatoon 98.3 104.4 6.2%

Canadian Major City Average (excl. B.C.) 97.9 108.6 10.9%

iii The Canada overall price index was calculated by taking the average of the 10 metropolitan area construction price indexes (excluding B.C.)
iv The Building Construction Price Index (BCPI) is a measure of the change over time in price that contractors charge to construct a range of new buildings, residential in this case; contractors’ prices 
reflect value of all materials, labor, equipment, overhead, and profit, and excludes valued added taxes and any costs for land, land assembly, building design, land development, and real estate fees; 
2017 = 100 on the index 
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Concerns with Building Quality 

The type of building material used is a key underwriting 
consideration in assessing risk and ultimately in pricing strata 
insurance. It directly affects building quality (e.g., durability, 
longevity), which is an important concern in the B.C. strata 
insurance market.

Water Damage
The B.C. marketplace has been particularly challenged by a 
subset of strata corporations that were built in the 1990s. They 
were built during a construction boom using new materials and 
technology that lacked testing, as well as inexperienced labor.18  
These buildings, entailing approximately 65,000 strata units, have 
had higher-than-average claims due to their relatively poor design 
and construction.19  They have been exposed to greater risks of 
water damage as a result of subpar construction standards and 
building materials, which created B.C.’s “leaky condo crisis”. 

Water damage,  beyond just the "leaky condo crisis", remains an 
ongoing issue. Water damage accounts for the majority of claims 
filed by strata corporations, peaking at 73% of total claims volume 
for B.C. strata insurers in 2018. Water damage to B.C. strata 
corporations drove over 11,000 separate claims in 2018, driven in 
part by these particular poorly constructed strata corporations. 
Although the share of claims from water damage fell to 67% in 
2019, poorly designed and constructed buildings still pose high risk 
to insurers, with ongoing maintenance required to ensure long-
term stability in claims costs.20 

Exhibit 5: Water Claims Volume as a Percentage of Total Claims Volume; 2015 – 2019

Source: BCFSA B.C. Strata Insurance Report21 
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Wood-Frame Structures
Wood-frame structures have posed risks to the strata market in 
the past. Contributing to the leaky condo crisis, the percentage of 
three- or four-story wood-frame buildings suffering from building 
failure and/or flooding reached a peak of 90% between the late 
1990s to early 2000s. Their building envelopes (e.g., exterior walls, 
foundations, roof, windows, doors) have required on average at least 
two to three repairs since being built.22

Recently, B.C. launched a pilot program to double the height limits 
of wood construction, from 6-stories to 12-stories. This change 
within B.C.’s building code precedes similar expected changes in the 
Canadian National Building Code by one year.23  B.C. implemented 
the changes early to enable faster construction and reduce labor 
costs, as wood-frame buildings can reduce construction days by up 
to 50%.24  The program tests newer forms of wood construction, 
in particular encapsulated mass timber construction (EMTC), 
which encloses thick, layered blocks of wood with fire-resistant 
materials that are intended to offer greater structural strength and 
fire resistance.25  The Canadian Wood Council states that EMTC 
provides significant advantages in terms of structural performance, 
construction efficiencies, and construction safety.26  They also state 
that lightweight and high energy absorbing capabilities of wood-
frame structures overall provide a system strong enough to even 
withstand the effects of powerful earthquakes.27

However, a number of stakeholders have raised concerns regarding 
the further construction of wood-frame structures and the use 
of EMTC. Burnaby, for example, has stated its reservations with 
regard to the early adoption of EMTC, as the material used is still 
experimental, relevant building codes have not been adopted 
nationally, and there has not been sufficient consultation with local 
governments regarding the feasibility of this initiative.28  Although 
Burnaby may defer the construction of these taller wood-frame 
buildings and the use of EMTC in the short-term, developers in 
other cities are likely to support the pilot program. Thirteen B.C. 
communities have already signed on as early adopters of tall wood 
buildings using mass timber technology (e.g., Surrey, Richmond, 
Victoria).29

Insurers have voiced concerns regarding this change, as well as 
with the increased use of wood-frame structures overall. There is 
a belief among some insurance underwriters that the risk profile of 
new EMTC construction has not yet been proven to mitigate risks 
associated with water and fire damage and more time is required 
to validate its projected benefits. Further, the use of wood-frame 
structures is believed to present greater risk of claims, particularly 
during the building construction process. As a result, increasing the 
height of wood-frame structures has led to concerns amongst the 
insurance industry that it will also lead to a rise in claims costs, with 
a greater numbers of units impacted per event (e.g., flooding, fire) 
compared with other constructions methods.

B.C. Landscape
Lastly, B.C.’s unique terrain contributes to the risks facing strata
corporations, as the province is located near the edge of tectonic
plates and experiences oceanic climates. This causes B.C.’s physical
landscape to be exceptionally diverse and complex, with mountains,

plateaus, valleys, canyons, and floodplains, which creates many 
region-specific risks.30  For example, a strata built on or near a 
floodplain (e.g., Vancouver Island, Lower Mainland, Southern Interior) 
is at higher risk of overland flooding.31  A building further north in the 
province is at higher risk of frozen pipes bursting and roof collapses 
due to snow. Therefore, the specific location of strata buildings may 
demand higher quality building materials while exerting additional 
pressure on strata corporations to effectively develop and maintain 
clear risk management practices.

Rising Extreme Weather Events 

The number of extreme weather events in Canada has significantly 
increased over the past decade. In particular, claims caused by water 
damage from storms, flooding, and direct property damage due to 
wildfires have increased. For example, wildfire losses in B.C. peaked 
in 2018 and 2017, surpassing $600M in total cost per year. This was 
an increase of 365% compared with 2016 losses.32  Extreme weather 
events have affected both the broader P&C insurance market and 
the strata insurance market. The rise in extreme weather events 
has driven an increase in the frequency and severity of claims 
experienced by strata insurers.

B.C. Earthquake Risk
In addition to the broader rise in extreme weather events, B.C.
faces a longer-term threat from earthquakes. B.C. is part of the
Pacific Ring of Fire earthquake zone and has the highest earthquake
exposure in the country. Although earthquake insurance is not
listed by the Strata Property Act as required by strata corporations,
it is strongly advised, especially for buildings located in earthquake-
prone areas.33  Southwestern B.C. for example, experiences roughly
400 earthquakes every year (although many occur offshore), with
earthquakes causing significant structural damage occurring
approximately every decade.34  Secondary impacts of these
earthquakes, such as fires, are expected to drive additional losses
for strata corporations and insurers. Seismologists have predicted
that there is a 30% chance of an extremely significant earthquake
occurring in southwestern B.C. in the next 50 years. The estimated
cost associated with such an earthquake is projected to be more
than $125 billion, of which $42 billion is projected to be insured.35

Many of of B.C.’s strata corporations have chosen to purchase
earthquake insurance, creating sizable financial risk for insurers.36

Significant uncertainty around when such an extreme event may
occur creates challenges in the pricing of strata insurance within B.C.

Impacts on Availability and Affordability of Reinsurance 
Reinsurance is a global market and its overall capital has increased 
from US $470 billion to US $610 billion (2.6% CAGR) between 2010 
and 2020. However, catastrophic losses have risen at a faster rate in 
Canada and globally.37

Due to the severe potential impact of earthquakes, B.C.’s insurers 
leverage a high degree of reinsurance support. A group of B.C. 
insurers sampled by the BCFSA indicated that they were currently 
ceding approximately 96% of their earthquake risk to reinsurers.38  
However, global reinsurers have identified B.C. as a high-risk market 

Rising Extreme Weather Events
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due to its location in an earthquake zone. This has led to high 
premium rates for reinsurance and concerns among B.C.’s insurers 
of potentially reduced reinsurance capacity in the future.

As a result of the risk associated with earthquakes in B.C., strata 
insurers’ rates to clients, as well as the amount of capacity provided 
to the B.C. strata market, reflect the uncertainty that they face. Many 
insurers have been under pressure to reduce their exposure to 
B.C. earthquake risk in order to lower reinsurance costs, maintain 
sufficient levels of reinsurance support, and ultimately improve 
profitability. Earthquake risks in B.C. may have long-term impacts 
on insurers’ decisions as to the amount of property insurance, 
and strata insurance specifically, which they write in the B.C. 
market. Short-term rate increases to strata corporations have 
been one action strata insurers have taken to support the financial 
sustainability of the market. 

Gaps in Legislative Requirements 

The B.C. government has imposed few legislative requirements 
which support risk management and maintenance for strata 
corporations. As a result, the risk management practices of 
strata corporations are often inconsistent and insufficient, which 
contributes to increased building damage and thus greater 
frequency and severity of claims. 

Standard Strata Unit Definition
One example of the current limited legislation is in the lack of a 
definition of a standard strata unit seen in the legislation in other 
Canadian provinces (e.g., Alberta, Saskatchewan). This means that 
there is currently no legislative definition in B.C. on which parts 
of a unit are covered by the strata corporation and which parts 
by the unit owner. As a result, there is often lack of clarity in the 
event of a claim regarding which insurance policy (i.e., the strata 
corporation’s or the unit owner’s) applies. In certain cases where 
strata units are damaged and it is not clearly identified which party is 
responsible, strata unit owners may be required to pay for the strata 
corporation’s insurance deductibles.39  Insurers have long advocated 
for a defined strata unit in legislation, as this would assist insurers 
in properly pricing insurance products, and would provide greater 

clarity in the claims process. The current lack of a clear, consistent 
definition complicates accountability between the corporation 
and unit owner in the claims process, increases the length of time 
required for claims management, and thus contributes to greater 
claims costs. 

Depreciation Reports
A second issue is the gaps in depreciation report requirements for 
strata corporations. Depreciation reports are financial roadmaps 
for preventative maintenance measures that will help reduce risks 
of building damage and insured losses. These reports set out the 
funding plans for the strata corporations, including the use of 
reserve funding, strata fees, and other revenue sources.40

B.C. has taken recent action to strengthen depreciation reporting 
requirements for strata corporations.41  Currently, under B.C.’s Strata 
Property Act, the government requires strata corporations to obtain 
depreciation reports. However, the legislation allows exemptions 
to be made under two circumstances: 1) if three-quarters of a strata 
corporation council vote against obtaining a report, or 2) if the strata 
corporation is a member of a prescribed class of strata 
corporations.42  The permission provided to strata corporations 
to opt out of obtaining depreciation reports has decreased the 
effectiveness of the legislation. 

Strata Council Training 
Finally, mandatory education for strata council members, currently a 
requirement in other provinces (e.g., Ontario), has yet to be required 
for B.C.43  The lack of consistency in training across strata councils 
has caused some strata corporations to underinvest in risk 
management and preventive maintenance. Council members may 
lack the knowledge of how their decisions impact the risk 
management of their strata building, as well as the effects that this will 
have on their future insurance rates. 

Gaps in Legislative Requirements
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Market Financial Performance
Financial pressures in past years have caused challenging conditions for the B.C. strata insurance 
market. Rises in claim losses resulting from the key market pressures, as well as previously insufficient 
premium rates, have caused insurers to face profitability challenges as the B.C. strata insurance loss ratio 
approached 100% in 2018.44  In response to this significant financial pressure, insurers made adjustments 
to their rates, deductibles, and market capacity. 

Key Affordability and Availability Considerations
Strata Insurance Rates
B.C.’s strata insurers responded to the recent financial pressures by increasing rates in specific segments 
of the market, particularly for properties with a history of claims. On average, rates for strata insurance 
in B.C. increased by an average of 40% across the province, and by 50% in Metro Vancouver from 2019 to 
early 2020. Nearly half of strata properties (approximately 48%) experienced a rate increase of 10-30% 
compared to rates in the prior year. On the higher end, 15% of strata properties experienced rate increases 
of greater than 60%.45

Exhibit 6: Year-Over-Year Rate Increase for B.C. Strata Properties; 2019 to Early 2020
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According to the data sampled by the BCFSA, one factor that may have had some impact on pricing and rates in the B.C. strata 
insurance market is an industry practice known as Best Terms Pricing (BTP). During processes of insuring strata properties where 
multiple insurers are involved, each insurer submits their own bid on price and terms. Under BTP, strata corporations were 
required to pay rates based on the highest of bids, regardless of whether other quotes were lower in value. Approximately 34% 
of strata properties were believed to have paid 10% more in premiums due to BTP practices in past years.47  As of 2020, insurers 
and brokers have taken action to cease this industry-wide practice.48  However, it is uncertain whether the removal of BTP will 
have an impact on future market dynamics, particularly for strata corporations that did not pay additional premiums under the 
practice.Although rate adjustments have helped in improving profitability in the short-term, insurers recognize that steep annual 
rate increases would be unsustainable for their clients, resulting in their desire to take longer term action to support the stability 
of the market. As profitability continues to improve in the strata insurance market, rate increases are expected to stabilize moving 
forward. 
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Strata Insurance Deductibles 
Strata insurance deductibles have increased alongside insurance rates. 
Typically, higher deductibles indicate lower premiums, as insurers will 
pay a lower percentage of strata corporations’ losses or damages. In 
the case of the B.C. strata insurance market, however, both rates and 
deductibles have been increased as a response to financial pressures. 
During 2019 and 2020, strata insurers increased deductibles by more 
than 100% for most types of coverage to better manage their loss ratios 
and return to more profitable underwriting performance.49  

Exhibit 7: Premiums Year-over-Year (YoY) Change in Deductibles; 
                    January/ February 2019 to 2020

Source: BCFSA B.C. Strata Insurance Report50

*Hi-Rise condo buildings are typically 10-50 stories while low-rise condo buildings are 
typically 3-7 stories; this depends on the density of the area. Building type definitions 
are inconsistent across data providers.

Increased deductibles help insurers to reduce the frequency of low value 
claims, such as water damage losses. The deductible increase for water 
damage coverage amongst B.C. condominiums was 135% year-over-year. 
Although higher deductibles can place greater pressure on clients, it may 
also be effective in encouraging strata corporations and owners to invest 
more in maintenance efforts and reduce the overall frequency of low 
value claims. In certain cases, strata insurance deductibles may be passed 
down to the unit owners if they are found responsible for causing the 
damages. Therefore, increased deductibles may also encourage unit 
owners to purchase individual insurance coverage to protect against 
potential losses due to deductible payouts. This would help to spread the 
risk of the strata market across a greater number of insurers (e.g., 
personal property), which will reduce pressures on the capacity of the 
strata insurance market. 
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Strata Insurance Availability
In addition to changes in rates and deductibles, some insurers have 
become more selective in the coverage they provide, and the risk 
undertaken, thereby impacting the market’s overall capacity. The 
availability of coverage in the B.C. strata insurance market has been 
particularly influenced by the actions of its leading market players, 
including Lloyd’s. As the largest provider of all commercial property 
insurance in B.C., Lloyd’s held 17.4% of the commercial property 
insurance market in 2019, nearly double the share of the second 
largest player, Intact, at 9.3%. However, this was a decline from 2018, 
when Lloyd’s held a 22.5% market share.51  This decline was due in 
large part to a reduction in Lloyd’s capacity in the B.C. commercial 
property insurance market in 2019, including a reduction in the 
amount of coverage available to strata corporations. As a global 
syndicate, Lloyd’s has a greater ease of addition or withdrawal of 
capacity from the market, relative to its Canadian peers. The declines 
in capacity were also seen among other carriers in the B.C. strata 
insurance market, putting further pressure on 2019 and 2020 
insurance rates.

Overall, B.C.’s strata insurers recognize that gaps in the availability of 
coverage are not sustainable. Select strata insurance brokers have 
stated that the marketplace has already seen new capacity in late 
2020 and 2021, as other insurers stepped in to bridge capacity gaps. 
Rises in capacity are expected to continue as the market experiences 
stabilizing rates. 

Strata Insurance Loss Ratios
The actions taken by B.C.’s strata insurers have led to improved 
underwriting performance, as loss ratios fell to the 80-85% range in 
2019, from their peak of close to 100% in 2018.52  The majority of 
strata insurers believe loss ratios will be shown to have continued 

to improve in 2020, as close to 90% of insurers surveyed indicated 
that they expect loss ratios of less than 80% in 2020 and over half 
expecting loss ratios of less than 60% for the year. 

These improved loss ratios are expected to have a positive impact 
on rates for clients. As strata insurers’ profitability continues to 
improve, insurers are expected to reflect this positive trend in clients’ 
rates going forward. Additionally, in recent months, some stratas 
have seen their rates reduced as capacity has increased in the 
market, according to strata insurance brokers surveyed. While rates 
may remain elevated in the near term, and properties with a history 
of claims or higher risk exposure may continue to see elevated rate 
increases, market conditions for strata corporations more broadly 
are expected to improve. This highlights the importance of long-term 
solutions to support sustainable financial conditions in the market. 

Conclusion
The B.C. strata insurance market, and specifically premium and 
deductible levels for strata corporations, appears to have begun to 
stabilize.

The B.C. strata insurance market experienced greater financial 
pressures than many other segments of the Canadian commercial 
insurance market, however, many of the short-term challenges appear 
to have abated. 

While strata insurance in B.C. remains widely available today, ongoing 
market pressures continue to create risks for the future affordability 
and availability of strata insurance. This requires further action to 
improve the overall risk profile and claims experience of the province’s 
strata corporations. Ongoing stability of the market will help reduce 
the financial impact to strata insurers, strata corporations and to B.C. 
residents (i.e., unit owners and tenants), with action to support the 
market continuing to be suggested. 
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Preparing for the Future: Proposed 
Actions to Support the B.C. Strata  
Insurance Market 
The issues facing the strata insurance market in B.C. are 
highly complex and require a multi-faceted set of solutions. All 
stakeholders involved, including the B.C. government, strata 
corporations, brokers, and insurers can contribute individual and 
collective efforts in order to alleviate market pressures and improve 
overall market dynamics going forward. 

Considerations for Government-Led Action
Governments play an important role in creating legislations which 
support the financial sustainability of insurance markets. The B.C. 
government has already enacted changes to legislations in recent 
years (e.g., Bill 14) in order to provide stronger support and greater 
structure for all stakeholders in the strata market (e.g., strata 
corporations, property managers, strata unit owners, buildings and 
developers). Proposed considerations for B.C. government-led action 
below may include select initiatives that are currently underway. 
Results from existing and future government actions will help 
prevent issues that have led or may lead to increased claims and 
greater pressure on the market.

Amend Building Maintenance Requirements
Governments can play a role in reducing the frequency and 
severity of damage to strata buildings by mandating changes to 
building codes to require structures and devices that reduce risk 
and damage. For example, fire breaks and/or fire walls in wood-
frame buildings, automatic water shut-off valves, exterior sprinkler 
systems (e.g., on balconies), and leak detection devices would all help 
preclude damage in the event of fires and water leaks, and ultimately 
alleviate pressures caused by frequent and costly claims. 

With regard to depreciation reports (i.e., financial plans for building 
maintenance), incremental improvements have been made 
recently. In 2020, B.C. passed a bill which strengthens depreciation 
reporting requirements, including limiting the ability to use previous 
exemptions in the legislation to avoid the obligation to develop 
depreciation reports. This means that a greater number of strata 
corporations will be required to plan for maintenance and risk 
mitigation, and allocate sufficient funds towards them. While this 
will help to reduce losses in the strata insurance market, it is likely 
to take time for depreciation reports to be prepared for each 
strata corporation and to ultimately realize the financial benefits 
for strata corporations and insurers. In addition to this bill, the B.C. 
government could require more regular (e.g., annual) updates to 
depreciation reports, as currently, depreciation reports are required 
to be renewed every three years. More frequent updates to reports 
will help ensure that buildings are well-maintained, thus reducing 
claims while also providing investment security to unit owners. Strata 
corporations may be required to allocate sufficient funds to address 

anticipated repair issues outlined in depreciation reports, which 
would reduce the likelihood of potential claims.

The B.C. government may also consider requiring strata corporations 
to complete reserve fund studies to better inform their planning. 
Upon completion, strata corporations would be provided with a 
sufficient period of time to ensure their reserves are fully funded for 
future investment requirements. Strata corporations would then 
be guaranteed to have the financial resources needed to effectively 
manage future maintenance and repair needs, thus lowering the risk 
for strata insurers. 

Establish Damage Prevention Measures for Land-Use
The B.C. government may consider prohibiting or limiting new 
development and rebuilding on high risk floodplains. This would 
serve as an initial damage prevention measure, even prior to 
enforcing building maintenance rules. This can be done through 
reviewing existing land-use planning and permitting processes and 
by incorporating updates as climates and terrains change. This will 
shift new strata buildings away from areas that are at high risk of 
extreme weather events, enhance overall climate resilience, reduce 
building damage, and improve the risk profile of strata corporations. 

Support Efficient Claims Management Processes
The B.C. government may consider following in the footsteps 
of other Canadian provinces (e.g., Alberta, Saskatchewan) in 
implementing a definition of a standard strata unit. A standard unit 
is encouraged to be defined in legislation as a “bare shell”, including 
bare floor, ceilings, and unfinished interior walls. This would eliminate 
confusion regarding whether the insurance policy of the strata 
corporation or of the unit owner will be responsible for damage, 
thus accelerating the claims and repairs processes. In addition, this 
will help to distribute insurance coverage across both strata and 
personal property insurers, thereby supporting greater availability of 
coverage.

The B.C. provincial and local governments may also consider 
implementing ways to accelerate permitting processes to reduce the 
time that it takes to repair and rebuild properties after an insured 
loss. Opportunity exists to design a process to assess and identify 
claims losses where delays in repairs create the greatest risk of 
additional cost for strata corporations, unit owners, and insurers. Of 
particular note, municipal permitting delays across metro Vancouver 
have led to an increase in claims costs following loss events for 
insurers. As the time needed to obtain reconstruction permits has 
increased, insurer costs associated with additional living expenses 
(ALE) have grown and added to today’s challenges. 

Mandate Education for Strata Council Members
Governments can mandate standard training modules for the 
education of strata council members. Training should focus on 
enhancing council members’ knowledge of the risks associated 
with operating strata buildings, the dynamics of strata insurance 
(e.g., coverage, deductibles, rates), and best practices for building 
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maintenance. This training would also help ensure that strata councils 
are sufficiently prepared for the management of the risks of operating 
a strata corporation.

Considerations for Strata Corporation-Led Action
Strata corporations may consider taking greater initiative in 
improving their risk management understanding and practices. 

Adopt Better Risk Management Practices 
Strata corporations can actively seek opportunities to improve their 
risk management practices. This includes proactive self-education 
to better understand the risks faced by their strata buildings and 
best practices for maintenance and building governance, as well 
as placing greater investment into preventive maintenance. They 
are encouraged to keep up to date with capital projects, – large-
scale, capital-intensive projects in which costs are capitalized and 
depreciated – as effective management of risk is a key driver behind 
the successful development and maintenance of strata construction.

Furthermore, as legislative change is often a timely process, strata 
corporations can begin to proactively familiarize themselves with 
and adopt proposed or upcoming government legislations (e.g., the 
revised depreciation report requirements) prior to their enactment. 
They can work to ensure depreciation reports are completed 
regularly and consistently followed so that funds are allocated to 
anticipate repair issues, instead of relying on insurance. Enhanced 
risk management practices will help mitigate many risks currently 
faced by strata corporations, reduce claims, and lessen the impact 
on future rate increases.

Engage in Proactive Interactions with Insurers and Brokers 
Strata corporations can proactively engage with their broker and 
insurers to better support their ability to access affordable coverage. 
Strata corporations can collaborate with their brokers and insurers 
to identify and/or develop the risk management strategies which 
will be most effective in protecting their strata buildings, and which 
best support favourable rates in the future. This may include revising 
maintenance plans to invest in the risks identified by their insurers 
as having a greater likelihood of resulting in future damage and 
unfavourable impact on rates. In addition, strata corporations are 
encouraged to assess various insurer and coverage options further 
in advance of their contract renewal dates. This will support earlier 
identification of coverage gaps, challenges in accessing coverage, 
and any rate increases. It will also support earlier identification of the 
most affordable coverage, which sufficiently covers their risks.

Considerations for Broker-Led Action
Brokers can provide additional support for strata corporations 
throughout their insurance experience, particularly during hard 
market conditions. 

Provide Strata Corporations with Proactive Education and 
Support 
Brokers may consider being more proactive in engaging with strata 
corporations and insurers. There is opportunity to play a broader 
role in providing guidelines and ongoing support surrounding 
risk management practices to help clients improve their ability to 
address building risks. This may include support with development 
of depreciation reports to ensure that maintenance plans align with 
carriers’ pricing models. 

Brokers could also take an earlier role in educating their strata 
corporation clients about the conditions in the strata insurance 
market, their impact on rates, and potential coverage gaps. For 
example, proactively identifying and explaining upcoming rate 
increases, if required. This will help strata corporations to better 
understand their own role and ability to impact their insurance 
coverage and rates and reduce any financial uncertainty regarding the 
ability to access affordable coverage upon renewal.

Considerations for Insurer-Led Action
Insurers can increase their degree of collaboration with the B.C. 
government, strata corporations, and brokers to improve alignment on 
best practices related to risk management. 

Improve Pricing Model Transparency
Strata corporations have voiced concerns that their prior 
maintenance investments may not be sufficiently reflected in their 
insurance rates. To address this issue, insurers should consider 
enhancing the transparency of their pricing models with their brokers 
and clients. This includes providing greater clarity on the importance of 
various risk factors in determining clients’ rates, such as location, age 
of building, construction materials used, and previous maintenance 
investments. By improving transparency, strata corporations will be 
encouraged to more closely align their investment into maintenance 
practices with the greatest risks identified by their insurer.

In addition, where current pricing models do not account for 
innovations in maintenance practices (e.g., the use of connected 
sensors to proactively monitor water leakage), it is suggested that 
insurers refine their pricing models to reflect the impact of the 
innovation on strata corporations’ risk profiles. 

Insurers are encouraged to closely monitor their financial performance 
and make immediate incremental changes to rates and deductibles, as 
needed. Prompt responses to address changes in market 
performance can support more stable market conditions. 

Lead Collective Education Efforts on Risk Management 
Beyond just providing greater transparency in pricing, strata insurers 
have a role to play in educating various stakeholder on more holistic 
risk management best practices. This includes collaborating with 
brokers to ensure clients have an in-depth understanding of their 
coverage, exclusions, and potential coverage gaps. 
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Insurers can also provide support in educating strata 
corporations on how to establish successful risk management 
programs (e.g., regularly updated depreciation reports, 
governance structures) which serve to prevent building damage. 
There may also be opportunity for insurers to require, as a 
condition in their insurance policies, that strata corporations 
adhere to specific risk management practices, such as the 
preparation of and regular updates to depreciation reports. 
Finally, insurers are encouraged to share research with the B.C. 
government regarding legislative reforms that will help address 
the pressures impacting the strata market. 

Ensuring that brokers, strata corporations and the B.C. 
government all have a clear understanding of any challenges 
facing the strata insurance market and how they can best be 
addressed will support greater stability of the market.

Preparing for the Future
The B.C. strata insurance market, and specifically premium and 
deductible levels for strata corporations, has continued to 
stabilize, as strata corporations, brokers, and insurers have 
adjusted to recent market conditions. To support continued 
stability of the market, collective action from the B.C. government, 
strata corporations, brokers and insurers is required. 

All stakeholders have a role to play in improving the risk 
management practices of the strata insurance market. As a result 
of market action, strata corporations’ risk will be reduced, claims 
frequency and severity will decline, and clients’ insurance rates will 
remain stable, all of which will help alleviate pressure in the strata 
insurance market going forward.

Consistent long-term 
collaboration will support 
sustained financial 
stability of the B.C. strata 
insurance market.
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