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PRESIDENT’S MESSAGE

December 2013

Well, we’ve seen some snow, some rain and more sunshine than not.  This is good way to start the end of the year.  The Farmers
Almanac may be wrong on this one, as there is no El Nino, no La Nina, so do we call this “La Nada”?  

We have our 2nd annual Christmas Cocktail party on Dec 5th at the Edelweiss, and then the Children’s Christmas party on Dec 7th at
Funworx.  I hope that you will come out and join us in celebrating the season with a little Christmas cheer, or have signed your
children up to meet Santa on the 7th.  There is also the Toronto OIAA Christmas party on Dec 11th; I know that I will see some of our
members there as well.  

As this year draws to a close, there were events that occurred this year that directly affected our association; the catastrophic
flooding in Southern Alberta, the Lac Megantic train derailment and the Toronto Floods.  There were other less apocalyptic events
that took place – we lost the penny, got a new premier (Kathleen Wynne) and Jack Layton was immortalized in both a statue and a
ferry.  We also lost the Marketplace building at St Jacob’s Market.  

This is the season where we draw closer to our families, to celebrate Christmas, Hannukah and Kwanzaa. It’s at this time of year that
we see the need to help ones that are not so fortunate. I would encourage you to contribute to the Salvation Army, the Food Bank,
or whatever group you most closely associate with.  It’s a season to be thankful for our family, our friends, our livelihood that allows
us to make that dream come true for some of those less privileged. 

I look forward to seeing you at our next monthly meeting, if you are unable to attend our planned December events. 

From our Association, to all of you and yours, we wish you a very Happy Holiday Season and a Prosperous New Year.  All the best in
2014!   

Cyndy Craig, CIP CRM
KW- OIAA President
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If you have an ad or an article you
would like to place

in the KW OIAA bulletin
Please contact Randy Higgins –

randy@pdskw.ca -
519-570-0438 x 242

Welcome December and the holiday season!

We’d like to thank everyone that came out to last month’s chili cook

off and a special thanks to those of you brave enough to enter a

chili. It was a fabulous and delicious evening. Congratulations to

Manish Patel for taking the People’s Choice A ward and to Curo for

snagging the Chef’s Pick A ward!

A s we are closing out 2013 remember to keep an eye out for upcoming

educational opportunities. For the auto industry one to keep in mind

is the upcoming Ontario A uto:  Future Impact on the Insurance

Industry. It is sponsored by the IBC and coming to southwestern

Ontario on January 15, 2014. For more details check out

http://www.insuranceinstitute.ca/en/institutes-and-

chapters/Ontario.aspx.

We wish everyone a happy and safe holiday season!

Cheers,

A shleigh Leon

2013 KW-OIA A  Social Director
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The Ontario Superior Court of Justice has recently 
reconsidered the issue of duty to defend in an application to 
the Court entitled Bawden v. Wawanesa Mutual Insurance 
Company – [reported at 2013 ONSC 1618]. The background 
facts involve an eight year old girl who was struck and 
injured by a motor vehicle while riding her bicycle along a 
sidewalk. The defendant motorist was sued and third 
partied both parents into the action alleging negligent 
supervision and instruction. Wawanesa refused to defend 
and the application was brought to determine that issue. 
 
In revisiting the duty to defend issue, Justice Sanderson 
reviewed all of the principles of the law in relation to policy 
interpretation. To restate those briefly, the coverage grant 
in any policy is interpreted broadly so as to give the widest 
scope possible to things included in coverage. Exclusion 
clauses are interpreted narrowly and any ambiguity will be 
interpreted in favour of the insured. Generally, the Court 
can take into consideration what it infers to be the 
reasonable expectations of the parties, in reading the 
contract in its entirety. With respect to the duty to defend, 
the mere possibility that there may be coverage will suffice. 
 
The coverage provision in the Bawden case read as follows: 
You are insured for claims made or actions brought 
against you for: (1) Personal Liability: bodily injury or 
property damage arising out of your personal activities 
anywhere in the world. 
 
The relevant exclusion read as follows: 
Exclusions: you are not insured for claims made or 
actions brought against you for: (3) bodily injury to 
you or to any person residing in your household other 
than a residence employee. 
 
Justice Sanderson conducted a detailed analysis of 
numerous cases dealing with the applicability of a wide 
variety of exclusionary wordings. The closest on point to 
the Bawden case is a 1997 Ontario Court of Appeal 
decision in a case called Sheppard v.Co-operators General 
Insurance Company – Quick v. MacKenzie. This was an 
interesting decision where the Court of Appeal considered, 
at the same time, two totally separate cases involving third 
party proceedings, parental supervision and the duty to 
defend. 
 
In the Sheppard case, a motor vehicle accident claim, 
Co-operators’ exclusion, upon which they relied, read: 
You are not insured for claims arising from: … or between 
any person(s) insured by this policy named or not … 
Justice Catzman, for the Court, considered these words to 
be “almost meaninglessly broad words” and the exclusion 
was held not to apply. 
 

Conversely, in the Quick case, a dog bite claim, the 
exclusion read: 
You are not insured for claims made against you arising 
from: e. bodily injury to you or to any person residing in 
your household other than a residence employee. 
 
Justice Catzman felt that this particular exclusionary 
wording was “precisely focused.” The third party claim 
against the Quicks is one “arising from the bodily injury to 
[the family member] within the meaning of this clause.” To 
the extent that to “arise from” has the dictionary definition 
of “originating from”, this exclusion covers both direct and 
indirect claims against the Quicks. Consequently, the 
exclusion was held to apply and no duty to defend was 
owed by Lumbermens. 
 
Counsel for Wawanesa, in the Bawden case, relied heavily 
upon the Court of Appeal interpretation of exclusionary 
wording in the Quick case, arguing that the Wawanesa 
exclusion clause and the Lumbermens exclusion clause 
were, essentially, the same. 
 
Justice Sanderson disagreed. In reviewing the exclusion 
clause, Wawanesa did not use the words “arising from” or 
“arising out of” in relation to this particular exclusion. 
However, in many other exclusions contained in the 
Wawanesa policy the words “arising out of” were used, for 
example, the exclusions relating to ownership, use or 
operation of any motor vehicle, rendering of any 
professional service, ownership or operation of any aircraft, 
to name a few. 
 
Consequently, Justice Sanderson felt that there was a subtle 
distinction between using the words “arising out of bodily 
injury” and “for bodily injury” because Wawanesa made 
that distinction in many other exclusion clauses. Justice 
Sanderson did not feel that the exclusion clause clearly and 
unequivocally restricted the extent and scope of coverage 
and that the policy wording was consistent with an intent to 
exclude only direct claims and leave coverage for indirect 
claims intact.  
 
The exclusion did not, therefore, apply to the third party 
claim against the Bawdens and a duty to defend arose. 
As can be seen from the above, one word or one phrase, 
viewed in the context of the entire policy, can make a 
significant difference in interpreting that policy. Certainly, 
when dealing with cases involving counterclaims or third 
party claims against parents referable to supervision issues, 
one cannot assume that just because there is an exclusion in 
the policy purporting to exclude coverage for bodily injury 
to an insured, as defined, that the exclusion will carry the 
day. 
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ENTER TO WIN
BULLETIN NEWSLETTER PHOTO CONTEST

The Kitchener Waterloo Chapter OIAA Bulletin publication is known for traditionally representing an historical monument
or event on its cover as an icon of our Region’s history. This year, we are inviting all KW OIAA members to take part in a
Photo Contest to find next year’s cover photo for our 2014 2015 Bulletin newsletter. Submissions can be made online or
via email to any of our executive team members and should include a short bio explaining the significance of the photo to
Waterloo Region and/or the OIAA (examples below). The selected photo will remain on the cover of the Bulletin monthly
for the duration of the 2014 2015 year circulation and the winner will receive recognition in the Bulletin as well as a free
year’s subscription and a big bottle of Grey Goose. Please submit your contest entries to: dstrigberger@millerthomson.com

DEADLINE FOR SUBMISSION IS MIDNIGHT ON TUESDAY DECEMBER 31st 2013 AND THE
WINNER WILL BE ANNOUNCED AT THE JANUARY DINNER MEETING

Some examples for you to get into the spirit:

In 2012 2013, the Bulletin cover held an image of the West Montrose Covered Bridge (or “Kissing Bridge”) which, according
to the Waterloo Region Official Tourism Website, is: “recognized as an historic site by Ontario's Archeological & Historic
Sites Board” and is “Ontario's last remaining covered bridge” with a “198' span across the Grand River. Visitors come from
all over the world to see and photograph this picturesque bridge.”

In 2013 2014, the Bulletin will show Woodside House on its cover, the Birthplace of William Lyon MacKenzie King and,
according to Parks Canada’s website (www.pc.gc.ca) was also “the boyhood home of William Lyon Mackenzie King,
Canada's longest serving Prime Minister. The house has been restored to the Victorian style of the 1890s. The importance
of this residence is best reflected in King's own words: "The years that left the most abiding of all impressions and most in
the way of family associations were those lived at Woodside."

What will the 2014 2015 Bulletin photo be?? WE NEED YOUR HELP!

Good Luck!!!
Your Executive Team
2013 2014
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Follow us on Twitter: https://twitter.com/KWOIAA Follow us on Twitter: https://twitter.com/KWOIAA

“Like” us on Facebook: https://www.facebook.com/KwOiaa 

Join us on LinkedIn: http://www.linkedin.com/groups?gid=4578135 

 

 

Fire Investigations

Accident Reconstruction

Personal Injury

Environmental Services

Structural Design

Building Science

Property Claims

1· 800 · 920 · 5854www.caskanette.on.ca

E X P E R I E N C E D  ·  T R U S T E D  ·  P R O M P T

248-675 Queen St. S., Kitchener, ON  N2M 1A1
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www.rjburnside.com
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The 2013 OIAA Holiday Party was December 11, 2013 at the Westin Harbour Castle in Toronto. The
sold out event was a great start to the holiday season.

We look forward to the new year which brings us the OIAA Claims Conference 2014 at the Metro
Toronto Convention Center on February 5,  2014.  The event is a full day of seminars, networking,
luncheon with keynote speaker David Chilton and over 150 trade show exhibitors profiling the latest
products and services for the claims industry. 

You can always stay up to date and register for upcoming events at www.oiaa.com.

If you would like more information or have any questions or concerns please  do not hesitate to contact
me at Michael.mcleod@crawco.ca.

On behalf of the OIAA we wish you all a safe and happy holiday season.

Regards,

Michael McLeod
Chapter Toronto Delegate

CHILI COOK-OFF 2013
Thank you to everyone who contributed a chili at our annual Chili Cook-off event!

We had a record 19 chili’s present!!

People’s Choice Winner – Larrek Investigations
(with Ground Force a very close second!!)

Chef’s Choice Winner – CURO
(the chef did have trouble making a decision and had to go back for a second opinion

– congrats to FOS who was runner-up)
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Service you need, by people you trust
serving the Waterloo region and surrounding areas

2302 Dumfries Road Units 2 & 3, RR#2 Cambridge, Ontario N1R 5S3
PHONE 519 624 4487 FAX 519 624 4484 TOLL FREE 1 877 458 4487

www.gtrs.ca

We’ve got the trucks adjusters’ need:

Kitchener: 519-578-0760
Stratford: 519-272-2886

Cambridge: 519-740-0760
Woodstock: 519-539-5609

Car & Truck Rental
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TOILET WATER SUPPLY LINES:  THE LOW-PRICED CULPRIT OF HIGH-PRICED
INSURANCE CLAIMS

Dinu G. Matei, M.Sc., P.Eng., Consulting Forensic Engineer

ORIGIN AND CAUSE INC.

Toilet water supply lines (or toilet connectors) are relatively simple components that play a vital
role in a residential plumbing system (Photograph 1).  As the name implies, their function is to
supply water to the toilet’s water holding tank.  A toilet connector consists of an internally
elastomeric hose protected by an outer layer of stainless steel (or in cheaper versions,            PVC
braids) which are arranged in a woven pattern.  The braids are designed to enhance the inner
hose’s integrity and the component’s overall strength.  One of the ends of the connector is
attached to a chrome plated brass threaded compression fitting which allows for its connection
to the main water supply line; meanwhile a plastic coupling nut (usually made of a polymer-
based material known as Acetal) is attached at the other end to allow connection to the threaded
end of the toilet’s ballcock assembly.

There are many components in water supply lines that can potentially fail and cause water
damage; however, the focus of this article is on plastic coupling nut failures that often result in
large residential and commercial insurance claims. To accurately determine the cause of a failure
is not a straight forward process and, contrary to popular belief, this process is often a   complex
investigation.  Failures of coupling nuts are not necessarily limited to one cause but rather can be
the result of a synergy of several factors.  Although the appearance of failed couplings might be
similar usually observed as the formation of a partial or complete circumferential split in the
body which creates a pathway for water under pressure (typically at 60-80 psi) to escape, in
actuality, no two failures are alike; each failure has its own unique characteristics. 

Until a few years ago, toilet connector couplings were designed in the shape of a hex nut and
consequently were often overtightened by installers using a wrench/plier to ensure a tight seal;
however, this overtightening could cause subsequent cracking.  Nowadays, the design has
changed:  the hex portion of the coupling has been replaced with a cylindrical unit with wings
for manual tightening.  The accepted practice for tightening the plastic couplings to the threaded
end of the toilet assembly is simply to not overtighten them! Most manufacturers provide
recommendations on the product information sheet such as “tighten coupling nut ¼ turn beyond
hand-tight”.  However, we have seen so-called “expert advice” in a plumbing self-help book
(available at a major hardware store) that illustrates how to use pliers when tightening toilet water
supply lines’ plastic couplings! Photograph 4 in this article shows a stereo microscope image of
a plastic nut that was so overtightened that mechanically-induced indentations were formed on
its outer surface and on the face towards the ballcock’s end.  Another example is shown in
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Photograph 5 where one can see tool marks and severe rounded edges on the remnants of an old
style hexagonal shaped coupling that was overtightened.  In general, if a coupling is
overtightened, it will usually fail in a relatively short time following installation and not after
years in service.

A large percentage of the failed couplings that we have examined exhibited a sharp change in the
component’s geometry, namely a 90° transition between the body and the end face, as seen in
Photograph 6.  This change is considered to be a design deficiency as it acts as a stress
concentrator area because it introduces undesirable additional stresses in the component.  Some
toilet connector manufacturers have started to change the coupling’s design by eliminating the
sharp edges which is a measure that bypasses issues associated with potential stress
concentrators.  However, there are thousands of poorly designed plastic nuts still being produced
and still in service; they can fail without warning at any time.

Another factor that can lead to the failure of Acetal couplings is associated with their
manufacturing (molding) process. The presence of manufacturing defects simply weakens the
component’s integrity and significantly reduces its load carrying capability.  For example, the
stereo microscope image in Photograph 7 illustrates an undesirable void within the component.
This void was 6 mm in length which, in fact, is several times longer than the component’s wall
thickness!  And this was not the only significant void present in this component.

The scanning electron microscope image in Photograph 8 shows the fracture surface and the
flank of the last bottom engaged thread from a failed plastic coupling.  The wavy lines visible on
the flank’s surface cannot be detected under a stereo microscope, hence the need for a more
powerful microscope.  These features are called mold lines and are also considered a
manufacturing deficiency.  In this particular case, the fracture in the plastic coupling was initiated
at multiple sites on the inner diameter where the mold lines intersected the root of the thread.

Another common type of manufacturing deficiency is the so-called lack of fusion, a typical
example of which is shown in Photograph 9.  Basically, a lack of fusion is represented by areas
where, during the fabrication stage, the molten material apparently solidified before the mold
cavity was filled.  

Although one major plumbing fitting manufacturer took steps to reduce the failure of couplings
by manufacturing them from a different engineered polymer material, the vast majority of the
toilet connectors’ coupling nuts are still made from Acetal. Although Acetal exhibits good
dimensional stability, structural strength, toughness and absorbs little water, its weakness is the
fact that it is notch sensitive; and as such, a sharp change in the part’s geometry can create
undesirable stress risers in the component. 
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Acetal is not compatible with chlorine, even in small concentrations, and it is susceptible to a
degradation mechanism known as chlorinolysis of which symptoms such as discoloration,
embrittlement, oxidation and reduction in molecular weight may manifest.  How/why would a
toilet connector be exposed to chlorine? Chlorine is used in many household cleaners or
disinfectants and even city water, itself, contains chlorine in which it is added as a disinfectant.
There has been little scientific work done on Acetal’s degradation by chlorinolysis; however, it is
believed that this process oxidizes the polymer chains causing cleavage, an event which takes
place over time rather than instantaneously.  Depending on the site condition, this degradation
can take a few months or several years until a complete failure occurs.

Unlike some mechanical properties (i.e., strength, toughness) of common metals and alloys
which, in the absence of corrosion and/or fatigue will not change over time, the same cannot be
said of polymers.  Also, if a plastic component is subjected to a constant applied and/or residual
stress over time, it will eventually fail by creep.  For plastic materials creep (or cold flow) is
defined as the tendency of the material to deform permanently under the influence of a load,
below the yield strength of the material, over a long period of time.  Usually, creep in polymers
can be identified by the presence of elongated fibrils on the fracture surface which cannot be seen
with the naked eye but rather under a powerful microscope, as seen in Photograph 10. 

In short, fatigue is a failure mechanism that occurs progressively over time under cyclic stress
conditions, usually below the material’s ultimate strength limit.  A fatigue fracture initiates at a
stress riser which can be a design deficiency (i.e. a notch) or a material defect.  Fatigue in
components is usually revealed by the presence of successive elliptical macroscopic marks on the
fracture surface, known as beach marks, as shown in Photograph 11, or by patterns which can
only been seen under a powerful microscope.  Fatigue cracks in polymers may not propagate
steadily, like in metals (with an increment of growth for each fatigue cycle), but rather they may
grow in spurts. 

A large percentage of the failed toilet connectors that we examine originate from manufacturing
plants located outside Canada (i.e., China, Taiwan, Korea, and Mexico).  The Ontario Code and
Guide for Plumbing requires that plumbing fittings shall meet CAN/CSA B-125 Plumbing
Fittings standard requirements which, in turn, requires that all plumbing fittings be marked in
such a way that the manufacturer can be identified.  Some overseas manufacturers have a so-
called Canadian Standard Association Certification Record in the CSA database of certified
products.  In the case of toilet water supply lines, the CSA shield of approval and the
manufacturer’s name or code are usually stamped on the toilet connectors’ crimped ends.  Often
times, a printed label with the same markings, which also includes the manufacturer’s address
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and the component’s part/catalogue number, is attached on the connector’s braided area.  It must
be noted that although a component may lack the CSAmark of approval, this does not necessarily
mean that the product is substandard.

However, this is not always the case and it appears that the Canadian market is flooded with poor
quality toilet connectors originating from obscure sources.  We have examined toilet water
supply lines that did not bear any identification marks and also toilet water supply lines that were
marked with a fake CSA shield of approval; they were all substandard.  Photograph 12 illustrates
a fraudulent CSA shield of approval stamped on the crimp of a failed toilet connector.  Note the
maple leaf symbol nearby:  CSA never uses symbols in their markings but rather numbers, letters,
a combination thereof, or the full name of the manufacturer.

Some toilet connectors that we examine do not have the CSA shield of approval, but do have the
UPC (Unified Plumbing Code) shield of approval stamped on the crimps.  Apparently, this is not
against the requirements of the CAN/CSA B-125 Plumbing Fittings standard since it appears that
the CSA requirements for these products are met by the products certified by IAPMO (The
International Association of Plumbing and Mechanical Officials, headquartered in the US), the
developer of the UPC.

In conclusion, there’s good news and there’s bad news when it comes to addressing toilet
coupling failure claims.  The bad news is that it is hard to control the risk around plastic coupling
nut failures. Whether a failure was caused by overtightening, a design deficiency, fatigue, creep,
a manufacturing defect or exposure to aggressive chemicals, the probability of failure is
extremely high, and extensive resultant damages are almost unavoidable unless caught
immediately.  Despite the high occurrence rates of plastic coupling failures that can often result
in large insurance claims, the good news is that the grounds for subrogation is, in most instances,
provable.  As mentioned earlier, the proof is in the coupling and the reason for its failure cannot
be hidden from us.
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Helping you. Live your life.
We Care provides the support your loved 
ones need and the peace of mind you need 
– for a few hours a month or around the 
clock, at home or in a long-term care or 
retirement community.

Our caregivers are specially trained to 
help with Alzheimer’s and dementia, 
diabetes, acquired brain injury and end of  
life care. We’ve been helping families like 
yours since 1984.

Services include:

TMHelping you. Live your life.

 

519-576-7474  www.wecare.ca

VANCOUVER    CALGARY    EDMONTON    SASKATOON    REGINA    LONDON    KITCHENER-WATERLOO    GUELPH    TORONTO    MARKHAM    MONTRÉAL

Miller Thomson LLP
millerthomson.com

Miller Thomson congratulates Gord Robson and Helen D.K. Friedman on being named in the 2014 edition of 
Best Lawyers in Canada for Insurance Law. Best Lawyers has published the world’s premier guide for the 
legal profession for over 30 years.

Our Southwestern Ontario Insurance law team consists of 18 lawyers in London, Kitchener-Waterloo and 
Guelph. The size of our team enables us to provide specialized service in insurance matters, supported by 
the resources of a full service firm.

Added experience. Added clarity. Added value.

Gordon Robson
Partner, Insurance Law
grobson@millerthomson.com
519.593.3262

Helen D.K. Friedman
Partner, Insurance Law
hfriedman@millerthomson.com
519.593.3223

Congratulations



20



21

Forensic investigations. Insurance 
claim support. We can help. 

KPMG Forensic professionals offer robust, practical 
advice, helping insurers with claims assessment, 
fraud investigation, and staff training. We bring 
clients the resources and knowledge necessary 
to assess their claims effectively, efficiently, and 
in a timely manner. 

For more information, contact us at 519.747.8800 
or one of the following Forensic professionals:

kpmg.ca
© 2012 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent 
member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

Michala Henderson  
mhenderson@kpmg.ca 

Peter MacKenzie  
pmackenzie@kpmg.ca

Veronica Chapman  
vchapman@kpmg.ca

Paul Ross  
pross1@kpmg.ca

Karen Grogan  
kgrogan@kpmg.ca 

David Bushell  
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Ontario Insurance 
Adjusters Association

Are you an 
insurance adjuster actively 

adjusting claims?

The OIAA is a professional organization currently 
consisting of 1,800 claims professionals, with its main
focus on education, networking and knowledge.

We promote and maintain a high standard of ethics 
among insurance claims professionals.

We work together with government departments
and officials, governing bodies, members of other 
organizations, insurance companies, associations 
and fraternities, as well the general public, in matters
connected with the business of insurance and 
insurance claims.

We recognize the value of networking for education, advocacy,
advancing professional standards and offering mutual support.

We provide networking, professional development, inside industry
news and support to insurance adjusters across Ontario. By joining
our network of active and associate members, you receive a 
direct introduction to other members; our Without Prejudice
magazine, delivered to your door; discounts for all social and
professional development events; knowledge from mixing with
seasoned, experienced adjusters and with new, up and coming
professionals; and satisfaction knowing that you are an active
participant in shaping claims adjustment and risk management
services in Ontario.

Most compelling of all is the price–just $40 per year, plus HST.
The value far outweighs the fee. Can you afford not to join us?

Please visit our website to become a member, and to review our 
calendar of events, at www.oiaa.com.

The OIAA Executive Council 
2013-2014

WE
WANT

YOU
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Collision Centre

742-8309 165 WEBER S.
WATERLOO

PONTIAC • BUICK • CADILLAC • GMC
SALES • SERVICE • LEASING

CALL 742-4463

MOTORS INC.

Total Roofi ng Capabilities
From large straightforward industrial projects to the most complicated of hospital or 
educational reroofi ng projects, Atlas-Apex Roofi ng Inc. has the experience and knowledge 
to complete any project to the satisfaction of our customers. Atlas-Apex Roofi ng Inc. is 
dedicated to providing the highest quality workmanship, along with excellence of service.

 Re-roofi ng  Roof Restoration

 Maintenance  Emergency Repairs 24/7

 Water Proofing                    Slope  / Shingles / Metal

We specialize in

Serving the Ontario region since 1920.

T T
www.atlas-apex.com  email: inquiries@atlas-apex.com

Industrial  Commercial  Institutional

A Proud Canadian Company

5    1 4     
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Disaster repair and cleaning specialists
An innovative leader providing professional and quality 
services to the insurance industry and its customers.

Barrie   |   Brantford / Cambridge
Halton / Peel   |   Hamilton

1-888-751-7285   |   www.paulsrestorations.com
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Lightning Claims – feel like you bought the farm? By Greg Gummerson at Relectronic-Remech Inc.

We have investigated thousands of lightning strike claims since it began servicing the insurance industry in
1992. Throughout this period we have witnessed damages to a myriad of equipment and control systems
including commercial and residential losses.

By and large commercial claims involving control systems are the most expensive to settle. There are many
reasons for this however before diving into the whys, hows, and wherefores of these losses, a brief explanation
of lightning should be addressed.

Lightning is an atmospheric discharge of electricity, which typically occurs during thunderstorms, and sometimes
during volcanic eruptions or dust storms. In the atmospheric electrical discharge, a leader from a bolt of lightning
can travel at speeds of 60lm/second and can reach temperatures approaching 30,000°C (54,000°F) - hot
enough to fuse soil or sand into glass channels. There are over 16 million lightning storms every year worldwide.
Of these strikes, the resulting damages are generally of two classifications: from direct lightning strikes and from
indirect lighting strikes.

A direct lighting strike is normally the type that people most often try to protect themselves against.  A direct
lighting strike can generate surges up to and beyond 6kV.  A direct lighting strike places an electrical surge on
the mains of a power utility and causes damage to equipment that is connected to the grid. Battery back-ups
and line conditioners are used to protect equipment from damages due to a direct strike. Surge protectors that
plug into a receptacle are also devices used to protect against this type of strikes and the resulting damages.

In our experience, indirect strikes are more frequently the cause of loss. Indirect strikes can put surges on
utility lines, but more often put surges on data communication lines as well. When a lightning strikes, a
substantial transfer of stored electrical energy is discharged. When this flow of electrical current occurs, an
associated magnetic field is created.  When the discharge of electrical energy is complete, the resulting
magnetic field collapses. The laws of electromagnetic principles show that when a magnetic field is created and
collapsed, a conductor located within the magnetic field has an associated induced current on it. (This is the
same principle that an automobiles’ charging system uses to keep the vehicles battery fully charged). Following
a lightning strike, the induced current searches for a path to ground, usually damaging electronic components
along the way.  

There are three different recognized means by which these surges are induced: resistive coupling, inductive
coupling and capacitive coupling.

Resistive Coupling occurs when lightning strikes within close proximity to a facility. This results in a massive
rise in ground voltage. The rise in ground voltage affects electrical grounds (buried rods or buried pipe work) and
can be conducted back to a building and to its electrical systems.  Additionally, any communications cabling
connecting the affected building to a second building provide a path for surges, allowing them to damage
equipment in the second building as well.

Inductive Coupling occurs when a lighting strike hits a conductor forming part of the structural protective
system of a building or a structure in close proximity of the building. This generates a large electromagnetic
pulse of energy that can be picked up by nearby cables, and cause damage as well.

Capacitive Coupling occurs when lighting directly hits the electrical utility grid.  High voltage protection devices
that are in place on the power grid dissipate much of the energy caused by the strike, but a large portion still
travels along the lines.  The high frequency nature of this surge can couple the low-voltage and high-voltage
windings in local transformers at facilities and damage equipment that the transformers normally feed.
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So why do adjusters, in many cases after a lightning, strike feel like they have bought the farm?  There are
many reasons for this and in most cases it comes down to the manufacturers support for the device, the type of
interconnection between devices in a system, and the relatively low protection that communication devices
inherently have available.

For illustration purposes, let us assume that a claim has occurred at a farm and the insured indicates that the
feeding system and phones have been damaged.  The feeding system provides feed to livestock and it does this
through a computer that monitors the many factors including the weight of the livestock and the calculated age
of the livestock. The computer has to be able to mix food recipes, weigh the livestock, and distribute the food to
the proper eating areas. The manufacturer of this system has spent a great deal of resources to develop the
software to perform these tasks in an accurate manner.  All the electronics involved in the system have to be
able to communicate with the computer so that the feeding operation can be adjusted appropriately. This means
that load cells inside scales must weigh feeds, water, livestock itself, as well as the feeding bins. Load cells are
devices that change in electrical resistance based on the force applied to them. They typically operate in the
millivolt range (less than one volt) and have their own power distribution, shared from the communications lines
back to the computer.  However, there is no easy means to connect a load cell directly to a computer, so an
interface circuit board is put in line to convert the normal load cell operating voltage to a number that can be
communicated to the computer in a meaningful state. Then the computer can evaluate all of the weights
required and start producing a feeding recipe to be distributed. 

In most cases there is more than one feeding area so a network of piping is built throughout the building to
accommodate the distribution of feed to each area.  Normally, this is controlled through a series of valves in the
piping network that open and close and each valve has its own unique ID or address so the computer can
access it independently of other valves. Just like the load cells, these valves need to talk to the computer so
again more interface circuitry is required to allow communications with the computer.  For example feeding area
“A” requires 10kg of feed and feeding area “B” requires 15kg.  The valves would close so that the feed in the
piping would be dispensed to area “A”, then the load cell at “A” would report back once the 10kg has been
reached and the computer would then close off the valves to “A” and then open valves to area “B” and so on.
Also thoughout this process the computer has to control a drive system that pushes the feed through the piping,
meaning more circuitry to drive the food delivery system.

As you can see there are many aspects of the system that are depended on to perform the operations correctly.
Independently each section of the system is relatively simple; therefore, the communication lines required are
generally simple as well. The most common form of communication lines installed is serial communications
RS232 or RS242.  Serial communications allow many devices to be chained together on one line, but each of
these devices, be it a valve control or load cell control, and have a unique address. From a lightning claim
perspective this complicates things two-fold: first, because the devices on communication lines that are shared
more than one device is at risk of being damaged and  second, because the labour involved to troubleshooting
this communications circuit can become expensive, depending on the number of devices there are to test on a
particular circuit.  Serial communications depend on at least three conductors: one for sending data, one for
receiving data, and a common or ground cable. Serial communications generally operate in the 0 V to 12 V
range and this is a low voltage cabling that is highly susceptible to induced currents.  Furthermore, the electrical
grounding of each device is tied along the communications line which exposes all the devices, even if only one
was subjected to a surge.

So what about the computer itself?  We have seen many of these damaged and generally they are little different
than personal computers, the exception being in some cases they may have an interface card to allow
communications. The software they run is normally proprietary and available from a single source and has a
relatively expensive replacement cost. To add to this expense, the manufacturer of the system may insist on
supplying the computer itself including the software. This makes supporting the system easier, because all of
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their manufacturers’ customers will have relatively the same configuration.

Finally what if the system fails to operate properly?  Almost all feeding systems of this nature are tied into a
phone system or alarm panel to allow the owner to be notified of a problem. So an additional set of
communication lines have been added to the mix. We have seen cases where phone lines had induced charges
from a lightning strike that has travelled through the alarm system dialer to the computer, and then out to the
feeding system itself.

The electronics involved are not overly sophisticated; in fact they use technologies that were introduced into the
market over thirty years ago.  However, when combined, a sophisticated network of switches and sensors is
created, all controlled by a computer running specialized software. The production volume of these systems is
generally low, driving up the cost to supply the specific market.

In our experience of claims ranging from farms to factory industrial control systems, the cost can be high, but
can be controlled if repair and service vendors are available and co-operative. If service vendors understand the
process from an insurance point of view, they will try to repair and services the system cost-effectively.
Furthermore, a third party’s involvement can aid lightning repair issues where warranties are still in place on
equipment. Example: a repair vendor may be indicating that the entire installation is suspect, due to a lightning
strike, and apprehensive about making a repair. Allowing and paying for a recertification process can alleviate
the vendors and suppliers concerns. By allowing a grace period for functional equipment that may have suffered
marginal damages, but are not complete failures, may also assist in warranty matters. 

When the repairs are made and the invoices are submitted, it’s not uncommon to think that you just have
“bought the farm.” This is where a consultant should be able to assist in the settlement process, by reviewing
repair invoices to confirm that the invoices submitted are directly related to the loss. If any upgrades have been
supplied, these would be noted and valued. Having a consultant involved as early as possible is beneficial, as
the steps to a complete repair will be clearer for both the insurer and the repair vendor. A consultant may also be
able to provide input on possible alternative systems and repairs for obsolete equipment. The coverage can be
better confirmed to the insured, and repair vendors will know that they are to be accountable.

Greg Gummerson is an electronic engineering specialist and senior technical advisor at RELECTRONIC-
REMECH Inc., a loss recovery company serving the insurance industry since 1992, with offices in
Mississauga and Waterloo. Greg can be reached at 1-800-465-9473, or visit our website at
www.relectronic-remech.ca for additional information.
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There is a multi-billion dollar a year problem that we are only now starting to hear about in open 
forums and growing media coverage.  Approximately 90% of North American consumer products have 
the potential to be affected on some level; however, as citizens we are all affected.  Also this issue has 
a heavy influence on pricing in virtually every industry from the corner stores to insurance.  I’m 
talking about cargo crime and the epidemic it has become. 
 
Whether we are staring out an office window or a windshield, we are guaranteed to see trucks with 
thousands of goods in our constant view. 
 
As we continue to become more of a global village, we are witnessing the exchange of product from 
country to country more than ever.  This need for cargo delivery has spawned a number of 
opportunities for the business minded, some of these opportunities are legal and above board and 
some…..well you know the rest. 
 
As the times have changed, so has the loot of choice for the modern day pirates of the highway.  With 
the economy in a slump, the justification of crime becomes easier causing a Robin Hood like mentality 
with some.  For this reason the main type of cargo being taken currently is food and beverages.  Prior 
to the load even being in the wrong hands, the buyers are arranged and the goods are already sold. 
For the most part a syndicate of various small to medium grocery marts are willing to accept the deals 
that are clearly too good to be true (or at least legal). 
 
Even though this type of loss may seem very costly, it pales in comparison to others.  On average a 
theft of pharmaceuticals equals $3.7 million per loss and a load of cigarettes is $1.4 million.  Now that 
is just the cost of the stolen goods but what we don’t see is the ripple effect that it causes as a 
result.  Sure it raises insurance rates and the price of goods; everything that any crime against 
property will do.  What makes this type of theft unique however, is the fact that the sheer amount of 
product being taken makes it very difficult to assume that it would be for personal use in any 
capacity; therefore, this product will find its way back into the market. 
 
This becomes a matter of health and safety when we are dealing with non-perishables and…you 
guessed it – pharmaceuticals.  Even if one pallet is taken, the risk is there that someone could be 
drastically affected if it were to find its way back on the shelves.  Any type of sensitive medication 
such as immune system builders for transplant patients or the much more common insulin must be 
handled and stored in very particular ways. For this reason, a $25,000 loss can quickly become a 
multi-million dollar settlement.  In most cases however, the organization is forced to destroy the 
entire lot as a risk mitigation strategy to ensure the stolen medication can be tracked by a lot number, 
in turn costing them millions in product and production. 
 
These are the types of issues that we are now being exposed to more and more. The public needs to 
realize that when it comes to cargo crime, it’s not just the rising costs that we should be concerned 
about. In some cases it could literally be a matter of life and death.  This is why many media outlets 
and statistics surrounding the cargo industry are finally letting this secret out. 
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HIGHLAND

Have you met the new                                                       ?

We are the same great restoration specialists, but now with a bigger network, more 
resources and great NEW LOOK!

Available 24/7 to assist you for damage caused by:  WIND SMOKE
         WATER MOULD  
         FIRE  ASBESTOS 
  
  

HIGHLAND RESTORATION

ORANGEVILLE
9 Commerce Rd
Orangeville, ON

L9W 3X5

GUELPH
95A Regal Rd

Guelph,ON
N1K 1B6

www.highlandrestoration.ca
1-877-941-8141
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ADVANTAGE:
ABOVE THE REST

What does it take to reach exceptional heights?

The CKR National Quality Initiative and membership with Excellence Canada ensures that 

each report is reviewed and audited internally for compliance before it leaves our office. 

Our National Quality initiatives and internal audit procedures allow us to measure the 

level of quality, which in turn, protects our clients and reduces the risk of privacy breach.

Our discretion during surveillance, and with regards to privacy overall, is second to none. 

In every investigation we diligently execute our proven methodology and this sets us 

Above The Rest.

1 (800) 253 1666   .   investigations@ckrglobal.com   .   www.ckrglobal.com
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ESTABLISHED IN 1952

We Are The Largest & Best Equipped
Repair Facility In The Tri-City Area

Complete Collision Specialists
New Devilbiss down draft baking booth for factory like finish

Our Collision repairs are guaranteed for as long as you
own the vehicle - ask for details

All makes of cars & trucks

Member of The                     Network
(519) 576-9450

200 Gage St. Kitchener (at Belmont)

3
3

3

      9:09:39 AM
If only it were this easy...
For “proof positive”, you can depend on the comprehensive resources and experience of the highly
respected forensic team at Rochon Engineering.

We are your single source for forensic investigations across all disciplines. Reacting quickly, our
findings stand up against the highest scrutiny, in and out of court. Trust us to deliver concise and
conclusive results for every situation including:

•  Structural, civil and mold assessments
•  Motor vehicle accident reconstruction
•  Environmental remediation
•  Fire investigation
•  Failure analysis of mechanical and electrical systems
•  Metallurgical & plastics failure analysis
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Dedicated to Excellence in 
Customer Service

Guelph        – (519) 824-5550 Kitchener – (519) 744-8421
Cambridge  – (519) 622-1055 Waterloo  – (519) 885-3800

Find us at:
WWW.LIKENEW.CA

WHITEHALL BUREAU OF CANADA LIMITED

Canada’s National Investigative Resource 
TM

www.whitehallcanada.com

Surveillance

Comprehensive Statements 

Background Inquiries

Financial/Assets/Locates

Accident Scene Analysis

Major & Complex Loss Specialists

Canadian/U.S. Database Specialists

U.S. Vendor Management and Audit

FileLynx.com - 24 Hr Case Management System

Service Offices Across Canada including:

Kitchener-Waterloo:  519-772-7616

Vancouver, Calgary, Winnipeg, Toronto, Hamilton, Kitchener, London, Barrie, Niagara Falls, Ottawa-Gatineau, Montreal, Halifax, Moncton, United States

Quality Since 1984

TOLL FREE:  1.877.313.7283 TOLL FREE FACSIMILE: 1.866.809.7283  

Whitehall Bureau of America

Now licenced in the USA

Toll Free: 1.866.510.1212

mail@whitehallamerica.com
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Across Canada & Around the World

VANCOUVER • CALGARY • EDMONTON • WINNIPEG • LONDON • HAMILTON • TORONTO • KINGSTON • MONTREAL • HALIFAX

Experts in Economic Damage Quantificationnomic Damage Quantification

Sheri Gallant,  CMA 
sgallant@mdd.com
519.432.1 123

• Accident Benefits 

• Casualty & 
  General Liability

• Litigation 
  Accounting Services

• Property

• Specialty Risks
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 Insurance 
Stays are

our Specialty!

• Spacious Studio, 1-Bedroom and 2-Bedroom/2-Bath Suites
• Full equipped kitchen in every suite (stove-top, full fridge, 

dishwasher, microwave, toaster, cooking utensils)
• Pets Welcome!
• Free: Daily hot breakfast buffet; Tues-Thurs dinner buffet;

laundry facilities; wired & wireless internet access
• For more details, contact Tyler Culbert at 

Tyler.Culbert@whg.com or 519-780-3902

 

www.origin-and-cause.com     1-888-OCI-FIRE

Structural Fire & Explosion Investigation
Residential / Commercial / Industrial • Canine Accelerant Detection 

and Drug Searches • Fire Department Litigation

Forensic Visual Services
Forensic Animations • Forensic Illustrations • Photogrammetry
Videography • Virtual Tours • Fire Modelling • X-Ray Imaging

Structural & Civil Engineering Services
Structural Collapse / Failure • Civil Engineering Assessment

Mold Assessment • Computer Assisted Drawings

Personal Injuries Slip & Fall Investigation
Building Code Issues • Product Liability

Failure Analysis
Electrical / Mechanical / Chemical / Metallurgical 
Product Liability • Heating & Ventilation Systems

Vehicle & Heavy Equipment Fire Investigation 
Private Passenger Vehicles • Tractor Trailers • Forestry Equipment
Commercial Passenger Vehicles • Marine • Agricultural Equipment

Construction / Industrial Equipment

Damage Assessment
Equipment • Environmental • Structural

Alarm System Analysis 
Fire / Burglar Detection • Fire Suppression

Ancaster, Mississauga, Thunder Bay, 
Kingston, Ottawa and Winnipeg

Chili
Cook off

Chef’s Choice Award!!
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