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US backs insurance’s
climate response role

Support adds to growing weight of opinion to set up risk-transfer adaptation projects

Scott Vincent

THE RISING tide of support for
insurance mechanisms to be
included in any climate deal
agreed in Copenhagen this
December hasbeenboosted by US
backing for the development of
risk-transfer projects as part of
the adaptation process.

A number of party submissions
fornextmonth’sround of the United
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Nations Framework Convention on
Climate Change talks in Bonn have
included support for inclusion of a
climate insurance mechanism in
the Copenhagen deal.

Tuvalu, Argentina, Guyana,
Nicaragua, Bangladesh, Costa
Ricaand Australiaare among the
parties backing inclusion of an
insurance mechanism in the
agreement, while the US sub-
mission has called for improve-
ments in data assessment to
provide “inputs for approaches

suchasparameterised insurance”.

The US submission also talks
of “encouraging pilot projects
related to microinsurance and
risk pooling”, as well as offering
support for developing nations
and members of the Association
of Small Island States by “provid-
ing financial support for the
most vulnerable parties and pop-
ulations to build resilience and
adapt to climate change”.

Any insurance mechanism
would be financed by developed

Children search through rubbish in Nicaragua: the central American country is seeking an adaptation fund

countries with the intention of
covering the costs of large-scale
climate catastrophes overwhelm-
ing the adaptive capacities of
developing countries.
Germanwatch, a non-govern-
mental organisationwhich exam-
ines climate and development
issues, said insurance could ulti-
mately unfold into a climate-
compensation mechanism, fol-
lowing the legal/moral logic that
culpable actors must compensate
thevictims of theiractions.
Onepotential stumblingblock s
likely to be the reluctance of devel-
oped countries to accept the notion
of compensation in the climate
debate. Many developing world
countries feel strongly that industr-
ialised nations should compensate
them for the damage caused by
developed world emissions.
Nicaragua’s submissions to
the Bonn talks include a state-
ment saying the convention’s
financial mechanism will include
an adaptation fund, which willl
include “a window to address loss
and damage from climate change
impacts, including insurance,
rehabilitation and compensatory
components, and a window for
risk reduction and management
related to climate change”.

scott.vincent@informa.com
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Jesusita blazes
bill to top $100m

INSURED losses from the Jesusita fires in California are likely to
exceed $100m, market sources have indicated.

Firefighters were expected to have the blaze fully under control by
today, although there remain concerns that further brisk winds,
which are expected later in the week, may lead to the fires burning out

of control once more.

Darrel Ng, associate deputy commissioner of the California Depart-
ment of Insurance (CDI), told Insurance Day that no formal loss esti-

mates had been compiled as yet.

CDI figures for last November’s Tea fire, which destroyed more
than 200 homes as it took a path through some of the most luxurious
properties in the Santa Barbara region, indicate that it resulted in an

insured loss of $632m.

While California market representatives who spoke to Insurance
Day were reluctant to commit themselves to a loss estimate for the
Jesusita fires at this stage, there was a strong indication that the cost

wouldbe inexcess of $100m.

As of Monday evening, 8,733 acres had been burned and 78 homes
hadbeen destroyed by the fire, with a further 22 residential properties
damaged. The County of Santa Barbara office also said 67 outbuildings
have been destroyed with 69 suffering damage.

The costs of fighting the fire so far total more than $12.2m.

Christopher Munro

christopher.munro@informa.com

France calls emergency talks
regarding lack of credit cover

Fabien Buliard, Paris

THE FRENCH government sum-
moned credit insurers to an
emergency meeting yesterday
afternoon to address the difficul-
ties experienced by many busi-
nesses in finding or retaining
creditinsurance capacity.

According to a survey by small
and medium-sized business fed-
eration CGPME, credit insurers
have reduced their guarantees in
37% of cases and cancelled con-
tracts in 20% of cases over the
pastsixmonths.

Among the measures the gov-
ernment wants credit insurers to
implement is an addition to the

top-up coverage plan announced
at the end of last year (Insurance-
day.com,Dec1,2008).

The initial scheme, dubbed
credit insurance supplement or
CAP, was meant to supplement
reduced credit coverage. The
system will now be extended to
replace coverage cancelled alto-
gether, via another tool called
CAP+. Like the initial top-up plan,
itwill be reinsured by state-backed
Caisse Centrale de Réassurance.

Euler Hermes, Atradius and
Coface are expected to sign an
agreement with the French state
during the meeting but they are
reportedly reluctant to commit to
certain requests.

According to business daily
Les Echos, the government

would like insurers to inform
buyers of a reduction or cancella-
tion of coverage bought by the
supplier for their account, while
credit insurers argue they do not
have any contractual obligations
toward buyers.

Another controversial issue is
the requirement to maintain
“sufficient” capacity for short-
term export credit insurance to
support export trade financing.

Other commitments required
by the government include
increased transparency on ratings
and coverage, explaining cover-
age changes to clients, working
more closely with the credit om-
budsman and providing public
authorities with reports on the
implementation of theagreement.

Employee absence tops Airmic
members’ swine flu concerns

Amy Tiernan

LOSS of staff and disruption to
customer service have emerged
as the main concerns for risk
managers preparing for apossible
swine flu pandemic.

But a leading risk market fig-
ure has warned that if the World
Health Organisation (WHO) pan-
demic phase is raised to six, it
could create afear factor.

Tim Cracknell, partner of JLT’s
global risks solutions division,
told Insurance Day: “There is a
problem with common usage of
terminology as the WHO could
raise the alert to pandemic phase
six because of the extended range

of the virus. It does not necessar-
ily mean an increased risk; it
could just mean that the flu has
appeared in more countries but
onasmallscale.”

Cracknellsaid, in general, com-
panies are not preparing to go one
step further with invoking their
business continuity plans and are
currently focusing on travel
advice and antiviral drugs for
people looking to go to or having
recently returned from Mexico.

A survey of Association of
Insurance and Risk Mangers (Air-
mic) members revealed loss of
staff through illness to be their
main concern, with inability to
serve customersaclose second.

General economic disruption,
supply-chain disruption and staff

catching flu from colleagues also
emerged as serious concerns.

More than three-quarters of
member organisations revealed
they had a pandemic continuity
plan in place and had set up a
committee to review the current
situation but only 30% said their
company had access to anti-viral
medication for their staff.

In addition, nearly 80% of
those surveyed said an individual
had been appointed to co-ordi-
nate their pandemic plan. About
half of the sample also revealed
that overseas travel has already
beenrestricted.

Airmic chairman, Julia Gra-
ham, said: “Organisations should
treat current events as a ‘dress
rehearsal’ and remain prepared.”
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US in deep waters as

THE POTENTIAL for insurance to
form part of the Copenhagen deal
is gathering momentum, with the
US the latest country to offer back-
ing for insurance-based mecha-
nisms in its submissions to the
nextround of discussions.

While the advent of the Obama
administration has led to changes
to the US political positioning on
the climate issue, the domestic US
insurance sector remains as
dividedasever.

The debate over climate-risk
disclosure that has taken place in
the US during the last few years
culminated with the introduction
of mandatory climate risk disclo-
sureinMarch.

“Climate change will have huge
impacts on the insurance industry
and we need better information on
howinsurersare responding tothe
challenge,” said Pennsylvania
insurance commissioner, Joel
Ario, who chairs the NAIC Climate
Change and Global Warming Task
Force, as the risk-disclosure

=

schemewas launched.

Each year, insurers will com-
plete an Insurer Climate Risk
Disclosure Survey, with the first
deadline scheduled for May 1,2010.

Robert Detlefsen, vice-presi-
dent of public policy for the
National Association of Mutual
Insurance Companies (Namic), has
nowissued hisresponsetotherules
inabriefing paper published by the
Washington Legal Foundation.

Detlefsen’s paper argues that
the NAIC’s climate risk disclosure
survey serves few, if any, legitimate
insurance regulatory objectives
and that its primary effect will be to
impel insurers to take actions that
may be detrimental to the interests
of themselves, their customers and
thebroader publicinterest.

When I clicked the link to open
Detlefsen’s paper, I was pleasantly
surprised that it was only four
pageslong.

Within those four pages, he
talks of the “emotional baggage”
that weighs on public discussions

|t fishes for answers

of climate change, saying: “Itis easy
to imagine global warming activ-
ists using heretical responses to
condemn an offending company
for its selfish indifference to the
Earth and its people. It is no less
difficult to imagine the plantiffs’
bar using insurers’ answers to con-
jure global warming liability class-
action lawsuits against insurers
and their commercial policyhold-
ers, on the theory that an insurer’s
failure to incentivise its insureds to
reduce their carbon footprint
makes the insurer culpable for
the harm allegedly caused by
global warming.”

Aside from not liking the survey
or seeing the point of it, Detlefsen
appears to have a big problem with
the fact that Ceres, the environ-
mental investment group, helped
formulate the plans.

“Mandatory disclosure rules,”
he argues, “should not be used for
suchideological ends.”

What Detlefsen’s paper does
highlight is the extent of the

difference between business atti-
tudes towards climate change in
the UKand US.

A few weeks ago Lloyd’s chief
executive, Richard Ward, told
Insurance Day: “When looking at
investment strategies, it is impor-
tant to consider the business you
areinvesting inanditsapproach to
climate change.

“Lloyd’s has a duty, responsi-
bility and leadership role to
continue to encourage debate
around theissue.”

The opinions of Detlefsen do
not represent all business
opinions in the US, in the same
way that Ward’s do not represent
allin London.

But the level of debate the UK
insurance industry is willing to
engage in on the matter still far
outstrips its counterparts across
the Atlantic.

Scott Vincent

scott.vincent@informa.com

3 Perils’ Klaus cost

Windstorm Klaus, which swept
through France and Spain in January,
will cost the property insurance
market €1.55bn, according to
European catastrophe data
aggregator Perils’ firstloss estimate

4 Boost for Brit

UK-based insurer and reinsurer Brit
has posted gross written premiums
of £557.4m for the firstthree months
of the year, up 40.5% in absolute
termsand up 18.5% at constant
foreign exchange rates

5 Maaf’s mixed bag

French mutual insurer Maaf saw its
netprofitdecrease by 37%to€121m
in 2008, due to lower investment
income, butthe company performed
better thanitdid in 2007 in terms of
growth and technical profitability

6 Liddy: lay off AlG

Edward Liddy, chairman and chief
executive of AlG, is preparing to urge
US lawmakers to curb criticism of his
employees, according to prepared
testimony thathe isto give before the
House committee on oversight today

7 New run-off hope

The central challenge facing the
legacy business sectorasawhole is
thatthere have been very few new
portfolios emerging. Withouta
stream of new run-offs, the

market for sale dries up

8 Road to Copenhagen

While building trustininsurance
remains a challenge for those
proposing insurance-based schemes
solution, anumber of countries have
indicated they supportthe inclusion
ofaclimate insurance mechanism
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Kiaus ‘1o cost property market €1.55hn
in claims’ as Perils makes first estimate

Richard Banks

WINDSTORM KLAUS, which
swept through France and
Spain in January, will cost the
property insurance market
€1.55bn ($2.1bn), according to
European catastrophe data
aggregator Perils.

The market estimate marks
the first initial loss estimate to
be published by Perils, which
was set up earlier this year by a
consortium of prominent Euro-
pean insurers, reinsurers and
brokers, with the aim of improv-
ing transparency for every
insurance industry stakeholder
in the European catastrophe
market by providing accurate
and transparent exposure and

loss data to its members and sub-
scribers.

Perils explained its estimate
was based on the original loss
information provided by direct
insurance companies.

It said: “Strictly defined data-
security measures are built into
the data-handling process to
ensure utmost confidentiality.”

In the future Perils will aim to
produce four loss estimates per
event for its subscribers with
the first initial figures coming
within sixweeks.

Windstorm Klaus has been
described as “the most intense
storm to affect France since Mar-
tin in December of 1999” and has
left its mark on the first-quarter
earnings of a number of promi-
nentinternational carriers.

Munich Re said that it had

established provisions of about
€80m as a result of the storm,
while Hannover Re faced a bill of
€63.3m, its largest individual loss
inthefirst quarter.

The net loss for Scor was
€55m, with Cologne Re — part of
Berkshire Hathaway’s General Re
- facing a hit of around €30m
grossand net.

Earlier this year, Paris Re, due
to publish its first-quarter figures
today, indicated it estimated the
net cost of Klaus at between €25m
and €30m. It is not just Europe-
ans affected. Bermuda's Flag-
stone Re saw Klaus losses of
$13.2monits reinsurance book.

Itcame from up there: one
man’s nighmare stormis
insurers’ big loss event

Northern Brazil death toll
rises as floods continue

Scott Vincent

THE DEATH toll in northern
Brazil is continuing to rise as a
result of the worst flooding to hit
the region for two decades.

There are conflicting reports
as to how many people have been
left homeless by the floods — most
reports suggest the number is
around 300,000, although the
Brazilian government’s civil
defence agency has put the figure
ataround500,000.

Around 270 towns and com-
munities in 11 states have been
flooded by swollen rivers caused
by unusually high rainfall during
the last two months.

Government figures released
on Saturday put the death toll at
44, a significant percentage of
which have occured in Ceara
state in the north-eastern part of
the country.

Rain has fallen steadily in
some parts of northern Brazil for

Roof-high floods in Maranhao

more than two weeks and it is
expected to continue for at least
another week.

The last two months have seen
unusually high rainfall across a
huge region of the country, from
the normally wet Amazon to
north-eastern states, known for
extended droughts.

According to the latest Risk
Management Solutions (RMS)
catastrophe report, two of the
worst-affected states are Piauf
and Maranhdo in the north-east
of the country.

On Tuesday, Piaui declared a
state of emergency in 19 small
towns and cities as two swollen
rivers left thousands of people
without electricity due to power
failures and no potable water.

In the hardest-hit state of
Maranhao, which has also
declared a state of emergency,
several roads have been cut off
and more than 40,000 people
have been left homeless and
without water.

In general, the RMS report
said the flooding appears to have
affected less populated areas of
Brazil, hitting small businesses
and the poorer, rural regions of
the country.

Brazilian military planes have
been ferrying food and other sup-
plies to the region where wide-
spread flooding has taken place.

Sichuan quake results in
239,000 insurance claims

CHINESE insurers have accepted
239,000 claims stemming from
the devastating Sichuan earth-
quake a year ago, official figures
indicate, writes Richard Banks.
Areport from the China Insur-
ance Regulatory Commission
(CIRC) said that as of the begin-
ning of this week the country’s
insurers had paid claims totalling

Yuan1.66bn ($243m).

The majority of the claims
settled involved life and health
policies, with 231,000 relating
to death, disability and
medical treatment. Commercial
projects involving long periods
of rebuilding account for most
of the unsettled claims, the
CIRC figures suggest.

Sichuan loss: the majority of the claims from the earthquake a year ago involve life and health policies

More than 69,000 people
were killed in the magnitude-
eight quake that left more than
374,000 people injured and
18,000 missing.

The CIRC figures showed that
insurers had paid Yuanl182m
towards the rebuilding costs of
288,000 units of rural housing in
theaffected region.

T

Maine ponders law

Famous in Maine: the Coon cat

LAWMAKERS in Maine are
debating a legislative revamp that
they hope will encourage captives
tosetupinthestate.

Maine has had laws allowing
the creation of captives since
1997 but so far none have been set
upwithinitsborders.

Meanwhile, nearby Vermont
has become the most popular on-
shore domicile for captives in the
US and the third-largest captive
jurisdiction inthe world.

The proposed revamp, set out
in LD 1436, subtitled An Act to

changes to attract captives to the state

Create Economic Development in
the State by Modernising the
State’s Captive Insurance Laws,
draws on some of the experiences
of Vermont inbringing in captives.

Democratic senator Justin
Alfondis sponsoring the Bill. Ear-
lier this month inan article in his
local newspaper he lamented the
“restrictive” nature of Maine’s
existing captive laws.

Updating those laws would
prove beneficial to the state,
Alfond believes.

He wrote: “Vermont first

enacted its captive-enabling leg-
islation in 1981. Since then, the
captives industry has generated
about $220m in tax revenuesand
$12m in annual licensing and
examination fees.

“Vermont financial institu-
tions manage more than $1bn in
captives’ assets and boast more
than 300 private-sector jobs sup-
porting this industry. Most of
these jobs — accountants, actuar-
ies, legal, tax advisers and invest-
ment managers — pay wages
well above state and national

averages.” Included in the
planned new rules is the removal
of premium tax requirements for
captives formed in the state.

According to data produced by
Marsh, the existing rules in Maine
called for premium tax of 0.375%
on the first $20m of direct pre-
mium, 0.275% on the next $20m,
0.175% on the next $20m and
0.075% thereafter.

Tax on reinsurance premiums
is currently set slightly lower but
would also be abolished under the
provisions. On the other hand, the

draft rules call for higher capital
and surplus requirements.

Under the draft rules, mini-
mum capital for pure captives
would rise to $250,000 from the
current $100,000 level.

Association captives levels
would rise to $750,000 from
$400,000, industrial insured
captives would rise to $500,000,
the same level as a sponsored
captive insurer.

The minimum capital level
for risk retention groups would
besetat $1m.
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Rate increases at renewal
hoost Brit premium 40.5%

UK-BASED insurer and reinsurer Brit
has posted gross written premiums
of £557.4m ($841.7m) for the first
three months of the year, up
40.5% inabsolute termsand up
18.5% at constant foreign

exchange (FX) rates.
The insurer reported a
4.6%  average  premium

increase on renewal business,
comparedwitha1.9% declinein
the same period last year.

Brit said capital constraints
and reduced investment returns
will cause premium rates to keep
on rising and possibly even to
accelerate during the remainder
of 2009. The company said it
expects to see an
improvement in the
operating envi-
ronment

across its three strategic busi-
ness units to continue for
therestofthe year.

the first quarter of
the year was in line
with expectations,
while the antici-

Atlantic hurricanes,
Gustav and  Tke,
remained unchanged
at$112mnet.

for the first quarter

£8.2m, compared with a loss of £2.9m during
2008’s first three months. Within the three
units, the strongest growth was in the smallest
division, Brit UK, whichrecorded a43.1% (con-
stant FX, 41.0%) increase in gross written pre-
miumto£103.6m.

Brit Reinsurance reported a 56.9%
increasein gross written premiumto£193.9m

Claims activity for

pated ultimate  (although the rise was reduced to 27.1% at
claims as a result of  constant FX), while Brit Global Markets saw
last year’s major  gross written premium rise 29.5% (constant

FX,5.1%) to£259.9m.

In a hardening market, reinsurance per-
formed best for Brit, withan 8.2% average rate
increase. Brit UK saw rates rise by an average
of 3.4%, while Brit Global Markets benefited
froma3.6% average increase.

Dane Douetil (pictured), Brit's chief exec-
utive, said: “Premium growth of 18.5%
should be seen against the backdrop of active
portfolio management to maximise the rat-
ing opportunities and return on capital in
such classes as marine, property and prop-
erty catastrophe, while reducing exposure to
recessionary exposed classes such as finan-
cial institutions.”

Douetil predicted that the rating environ-
mentwill continue toimprove into 2010 and
added that Brit’s diversified underwriting
portfolio, alongside its stable operating
platform, will allow it to take advantage of
the situation.

Investment returns

showed a loss of

OBE raises 386’s
'07 profit forecast

QBE has upped its forecast profit
for the open 2007 year of account
atits Lloyd’s syndicate 386.

The company is now project-
ing a profit in the range of 22% to
27% of capacity. Its previous fore-
cast had been a profit of between

year in which the syndicate had
capacity of £339.8m remains
unchanged from its previous
range. It is continuing to project
a profit of between 10% and 15%
of capacity.

The syndicate has already indi-

19% and 24%. cated its result for the newly
Capacity for the syndicate in  closed 2006 year of account. It
2007 was£339m ($516.3m). achieved a profit of 56% of capac-

Robert Nias, QBE’s franchise ity of£339.4m.
and reporting director, said: “The Like many other syndicates
2007 year forecast has been the result was substantially
improved by 3% following con-
tinued strong pure and prior-
year performance.”

QBE’s forecast for the 2008

greater than its previous projec-
tion, which in QBE’s case had
been a profit of between 40.3%
and 45.3% of capacity.

Today's businesses are challenged to do more and
deliver more with less. Uncertain market conditions
call for more innovation. For those companies hoping
to emerge stronger, it's a question of using resources
more wisely to get the best returns possible. That's
certainly true when it comes to technology investment,
the objective for many organisations will be to utilise
solutions that can help them face up to the challenges
posed by a rapidly changing business environment by
boosting employee productivity and reducing costs.

Video communications is the new way of working for
the insurance market. CitylS and TANDBERG have
been working with the top global insurance companies
to elevate video communications as an advanced
technology application that can be embedded in key
business processes.

CITY:IS o
Converged Visual Solutions Craiq Bentley
CitylS Ltd.

Tel: +44 (0)7920 133941
craig.bentley@cityis.co.uk

TANDBERG

VIDEO COMMUNICATIONS IS
NOW AN ESSENTIAL TOOL
FOR BUSINESS GROWTH A\

B Minimise decision cycles, improve productivity and
deliver operational efficiencies

B Compress global markets and link office locations
and agents distributed around the world

B Provide enhanced communications between work
groups to optimise resources locally and globally

B Streamline the customer acquisition process and
provide increased agility to support client needs

B Reduce real estate and energy costs by creating a
remote and connected workforce

Attitudes towards video communications are changing;
the time is finally right for video communications

and collaboration products and services to become

an integral part of an organisation's
communication strategy.

Zoran Acevski

TANDBERG

Tel: +44 (0)7753 903333
zoran.acevski@tandberg.com
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