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RECOMMENDATION 1: 

The government, in the 2024 Fall Economic Statement, fully fund the core operations 
of the Canada Mortgage Housing Corporation (CMHC) reinsurance subsidiary, needed 
to govern and implement a low-cost, high-risk National Flood Insurance Program, 
as committed to in Budgets 2023 and 2024. 

RECOMMENDATION 2: 

The government move forward in partnership with Canada’s property and casualty 
(P&C) insurance industry on solutions to earthquake insurance, as stated in Budget 
2023, to better protect Canadians in the aftermath of a catastrophic earthquake, via the 
CMHC subsidiary being established for the National Flood Insurance Program.

RECOMMENDATION 3: 

The government prioritize funding to implement the National Adaptation 
Strategy and meet its targets by allocating $5.3 billion annually over the next five 
years, including funding for the Disaster Mitigation and Adaptation Fund to protect 
communities and infrastructure from extreme weather.

RECOMMENDATION 4: 

The government continue to implement the National Action Plan on Combatting 
Auto Theft to reduce the impact on public safety and consumer affordability, stem the 
illegal export of vehicles and cut off proceeds to organized crime. 

RECOMMENDATION 5: 

The government ensure a principles-based, right-sized and harmonized regulatory 
environment, given the increasing regulatory burden the insurance sector is facing. 
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Recommendation 1: 

The government, in the 2024 Fall Economic Statement, take the next step to fully  
fund the core operations of the CMHC subsidiary (a reinsurance entity) needed to 
govern and implement a low-cost, high-risk National Flood Insurance Program,  
as committed to in Federal Budgets 2023 and 2024.

Canada’s P&C insurance industry is working in partnership with the federal government to establish the 
country’s first low-cost high-risk National Flood Insurance Program, following Budget 2024’s commitment to 
establish a subsidiary of CMHC to deliver flood reinsurance and the initial funding allocated in Budget 2023. 
However, the federal government must quickly take the next step by establishing the reinsurance entity  
with operational funding in the 2024 Fall Economic Statement. This requires sufficient multi-year funding  
be allocated in the fiscal framework to stand up the entity which, as a Crown agency, should eventually be  
self-financing.

The National Flood Insurance Program will address a financial protection gap for flood loss, the primary climate 
risk affecting Canadians. Over 1.5 million households, or 10% of all residences, are in known areas of high flood 
risk,  leading to insurability challenges. These residences account for 78% of all flood losses, according to the 
National Task Force on Flood Insurance and Relocation. The top 2% of high-risk Canadian residences – 300,000 
homes – account for 50% of all flood losses. 

Delivering a National Flood Insurance Program will have a direct impact on middle class affordability. As the 
cost of insurance rises because of the increasing frequency and severity of natural catastrophes, households 
are finding it challenging to make ends meet. The Program will help deliver a seamless consumer experience 
for households at high risk of flooding with standardized coverage. Insurers will offer all households in the 
high-risk program standardized and affordable insurance flood coverage encompassing overland, rainfall 
and coastal storm surge.  This will be made possible by a significant offer from the P&C insurance industry to 
operate most of the Program on a not-for-profit basis, keeping program costs low and allowing for efficient 
customer service.

The Program should be undertaken as a coordinated response linked to Canada’s Housing Plan and 
investments needed to make public infrastructure resilient to extreme weather events. Efforts to address 
the housing supply crisis should avoid new housing developments in high-risk flood and wildfire zones. To 
rapidly deliver housing, where new developments fall in disaster prone areas, federal investments must be 
accompanied by enabling infrastructure to mitigate high-risk developments and protect future communities 
from disaster.  Such investment in resilience would mitigate losses, speed up recovery and rebuilding for 
displaced families and businesses after a flood event. It may reduce off-cycle costs facing the federal treasury. 
Canada needs decisive action to reduce damage and risk by better understanding where and how to build, 
rebuild or relocate.
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Recommendation 2: 

The government move forward in partnership with Canada’s property and  
casualty (P&C) insurance industry on solutions to earthquake insurance, as 
stated in Budget 2023, to better protect Canadians in the aftermath of a catastrophic 
earthquake, via the CMHC subsidiary being established for the National Flood 
Insurance Program.

The government should partner with Canada’s P&C insurance industry to develop a comprehensive solution 
to address the aftermath of a catastrophic earthquake. Currently, individuals, businesses, governments and the 
insurance industry are exposed to potentially devastating financial and physical risks that must be addressed 
proactively and in partnership. 

Canada has a significant probability of a catastrophic earthquake occurring in the coming decades. The threat is 
to British Columbia and eastern Canada, as both are situated on active fault lines. A significant earthquake would 
devastate these regions through potential loss of life, economic interruption, damage to public infrastructure, and 
damage to residential and commercial properties. 

We recommend Budget 2025 leverage the partnership on the flood reinsurance entity immediately to address 
seismic risk as part of a multi-peril solution. Ideally, following the operationalization of the National Flood 
Insurance Program, a seismic program would be set up by 2027. This is critical to ensure the protection of 
Canadians and ensure the long-term viability of the earthquake insurance market in Canada. 
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Recommendation 3: 

The government prioritize funding to implement the National Adaptation 
Strategy and meet its targets by allocating $5.3 billion annually over the next five 
years, including funding for the Disaster Mitigation and Adaptation Fund, to protect 
communities and infrastructure from the threat of increased flooding, wildfire, heat 
and other extreme weather events amplified by climate change.

The country’s first National Adaptation Strategy (NAS) in 2023 was a significant step toward improving 
Canada’s climate defences. The NAS presented 26 targets that focus on limiting the impacts of wildfire, 
flooding and extreme heat. However, the federal government must make investments to implement it. 

Our analysis of the federal budget shows that, since 2015, the government has allocated a total of $42 billion 
in the fiscal framework to mitigate greenhouse gas emissions. Over the same period, the government has 
allocated $1.9 billion to adaptation – measures to protect Canadians, our communities and our economy from 
the severe weather events happening today. It is incongruous that, within a climate policy context, the federal 
government spends 22 to 1 on mitigation vs adaptation. Canada must readjust climate financing to prioritize 
funding to protect Canadians and keep living in Canada both safe and affordable today. 

Insured damage related to extreme weather events in Canada is increasing, with losses exceeding $3 billion 
annually in 2022 and 2023. By comparison, between 2001 and 2010, Canadian insurers averaged $701 million  
a year.  

Unprecedented extreme weather events in 2023 and 2024 demonstrate the increasing financial vulnerability 
many Canadians face and the urgency we must move forward with the implementation of the NAS. The worst 
wildfire season in Canadian history was 2023, with over 6,500 wildfires that burned 18.5 million hectares. Heat 
alerts were frequently announced in 2023 and 2024, recalling the heat dome in Vancouver three years ago, 
where 619 people died. Also, the devastation across Atlantic Canada from Hurricane Fiona (2022), the July 2024 
Ontario flood, and a potential record-breaking hurricane season in 2024 is a stark reminder that people in high-
risk areas are often unaware they live in harm’s way, with possibly fatal consequences. 

A report by IBC and the Federation of Canadian Municipalities found that avoiding the worst impacts of climate 
change at the municipal level will cost an estimated $5.3 billion per year. This translates to a budgetary ask of 
$26.5 billion over the next five years to fund programs that enable rapid tangible progress on the 26 targets in 
the NAS. This would enable Canada to fulfill its commitment to meeting its NAS targets and limit the impacts 
of wildfires and flooding that dominate headlines.

The federal government should allocate funding to address the following NAS target areas:

	 	� Deliver funding for DMAF: $2 billion the first year and $1 billion a year for ten years to prioritize 
protection of people and infrastructure at highest risk of flooding, wildfire, heat and other extreme 
weather events 

	 	� Expand upon funding from Budget 2023 for a Flood Awareness Portal and allocate funding to deliver 
a National Climate Risk Awareness Strategy by 2026 that covers flooding, wildfires, extreme heat and 
other risks 

https://data.fcm.ca/documents/reports/investing-in-canadas-future-the-cost-of-climate-adaptation.pdf
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	 	� Allocate $50 million over two years to develop a community rating system for climate resilience –  
a framework needed to measure communities’ exposure to climate risks, analogous to Risk Rating 
System 2.0 used by the United States Federal Emergency Management Agency 

	 	� Allocate funding to accelerate urgent off-cycle incorporation of climate change resilience 
considerations into three Canadian codes (National Building Code, Canadian Highway Bridge Design 
Code and Canadian Electrical Code) by 2026. 

	 	� Allocate funding to launch the immediate consultations needed to develop and implement a national 
recovery strategy by 2026.
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Recommendation 4: 

The government continue to confront the national auto theft crisis to reduce the 
impact on public safety and consumer affordability, stem the illegal export of  
vehicles and cut off proceeds to organized crime by swiftly implementing the 
National Action Plan on Combatting Auto Theft, announced in May 2024. 

Auto theft is a national crisis with a vehicle stolen every five minutes in Canada. Proceeds from these stolen 
vehicles often fund organized crime and terrorism, threatening the safety of Canadians. 

Auto thefts have skyrocketed in Canada. Insurance claim losses for the theft of a motor vehicle reached a 
record breaking $1.5 billion in 2023, a 254% increase in claims costs since 2018. 

Auto theft is disrupting the lives of Canadians, causing concern and trauma, and threatening public safety. It’s 
also placing pressure on insurance premiums – as auto theft continues to increase, so do the associated costs. 
Auto theft is not a victimless crime. 

IBC commends the federal government for its efforts to fight auto theft including the National Action Plan on 
Combatting Auto Theft, released in May 2024. Many of the P&C insurance industry’s proposed solutions were 
captured in the comprehensive and informed plan. However, more action must be taken to make vehicles 
more difficult to steal, transport and export. 

Initial implementation of the Action Plan has been a key step to enhance collaboration in a whole-of-society 
approach to turning the tide of auto thefts. This effort should continue by implementing the Action Plan 
through clear timelines. The government should maintain momentum by:

	 	 Regularly updating regulations to modernize vehicle standards.

	 	� Ensuring accountability and clear expectations of all operators within auto theft transportation 
networks. 

	 	� Playing a leadership role in creating a National Vehicle Registry that would allow for seamless 
information sharing between provincial VIN registries.
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Recommendation 5: 

The government ensure a principles-based, right-sized and harmonized 
regulatory environment, given the increasing regulatory burden the insurance 
sector is facing.

Regulation across Canada should be principles based, right-sized, and harmonized, considering both the 
particularities of each financial sector and the differences between the regulated entities themselves, notably 
their size, scope, complexity, and risk management practices.

The P&C industry in Canada is highly competitive and diverse with approximately 200 insurers ranging from 
large, multi-national insurance companies to small mutual and niche insurers, offering specialized coverage. 
Effective regulatory solutions cannot be one-size-fits-all and must consider these differences.

These principles should also be applied during the next Insurance Companies Act review to ensure a 
competitive and stable insurance sector in Canada.  

Unnecessarily prescriptive regulation not only stifles competition and innovation in the insurance sector, 
but further passes costs onto the consumer. P&C insurers are subject to comprehensive regulation, such 
as maintain adequate capital, manage risks effectively, treat customers fairly and ensure robust internal 
governance. The insurance industry has an important role to play in protecting society from unforeseen 
events, stabilizing the broader economy through risk mitigation and reduction measures.

By ensuring a principles-based, right-sized and harmonized regulatory environment we can balance 
protecting Canadians from harms while ensuring competitive, cost-efficient insurance. 
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