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OUTLINE

¢ Introducing MRN and related activities
¢ Prelimary remarks on PPPs

¢ Fact findings about EU

¢ Diagnosis of present situation

¢ Thoughts about some ways forward in the EU

¢ Final remarks on USA vs EU « challenging » on this issue
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PPPs for the financing of natural catastrophe damages in Europe: to which extent can market and solidarity tools complement?

The story line

PPPs for DRR - NatCat damage ex ante financing tools, for no regret / non
structural measures, improving macro/meso/micro-economic resilience of
society, economic actors, citizens

EU as a world region with diverse risk profiles, but some common
objectives and policies, especially in the SD / CC / DRR area

EU and MS/markets approaches on the balance between Private insurance
and Solidarity tools |

Diagnosis of a paradox in a new economic paradigm
Roads for evolutions / improvements?
Total cost / country risk profiles-risk indexes

Insurance/Mitigation as no regret choices: develop
analyses/communication of losses of opportunities

EU policies — MS coordination improvements?

Structuring financial dimension of PPP : a challenging dialogue between
developed regions for exemplative promotion of sustainable DRR scheme
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3 dimensions of PPPs for DRR

Address exclusion

Ethical
Political

Organise insurance conditions as
economic incentives together with
compliance to regulatory /
normative prevention
prescriptions

structuring ex ante financing
capacities according to national
risk profile, with State solidarity,
if necessary

Improve mapping and zoning,
information sharing on
hazards, assets exposure,

vulnerabilities

Financial Technical
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2. EU as a world region with diverse risk profiles
(various hazard exposure, high cumulated loss records)
but some common objectives and policies,

especially in the SD / CCA / DRR area
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EUR - Flood and seismic hazards exposure

Figure 2: ESC-SESAME European-Mediterranean seismic hazard map for peak ground
acceleration [g] with 10% probability of exceedance in 50 years for stiff’ soil condition,




Aggregated risk map (source : EU FP6 ESPON project)
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AFFECTED PECPLE

AFFECTED PEOPLE

The European dimension of natural disasters
affected people and total of damage cost
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TOTAL OF DAMAGE COST

TOTAL OF DAMAGE COST
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NATURAL DISASTERS IN EUROFPE

Source: "EM-DAT: The CFDA/CRED International Disaster Database
wwwem-dat. net - Université Catholique de Louvain - Brusssls - Belgium"
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Treaty establishing the European Communities (1)

Objectives of the Union (Article 2)
The Union shall set itself the following objectives:

— to promote economic and social progress and a high level of
employment and to achieve balanced and sustainable development,
In particular through the creation of an area without internal
frontiers, through the strengthening of economic and social
cohesion and through the establishment of economic and
monetary union, ultimately including a single currency in accordance
with the provisions of this Treaty,

()
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Treaty establishing the European Communities (2)

Economic and monetary policy (Art. 100.2 )

Where a Member State is in difficulties or is seriously threatened
with severe difficulties caused by natural disasters or
exceptional occurrences beyond its control, the Council, acting by a
gualified majority on a proposal from the Commission, may grant,
under certain conditions, Community financial assistance to
the Member State concerned. The President of the Council shall
iInform the European Parliament of the decision taken.
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Treaty establishing the European Communities(3)

Consumer protection (Art. 153)

1. In order to promote the interests of consumers and to ensure a
high level of consumer protection, the Community shall contribute
to protecting the health, safety and economic interests of
consumers, as well as to promoting their right to information,
education and to organise themselves in order to safeguard their
Interests.

2. Consumer protection requirements shall be taken into account in defining and
implementing other Community policies and activities.

3. The Community shall contribute to the attainment of the objectives referred to in
paragraph 1 through:
(a) measures adopted pursuant to Article 95 in the context of the completion of the internal
market;
(b) measures which support, supplement and monitor the policy pursued by the Member States.

4. (..)
5. Measures adopted pursuant to paragraph 4 shall not prevent any Member State from
maintaining or introducing more stringent protective measures. Such measures must

be compatible with this Treaty. The Commission shall be notified of them.
[@ 1LV N\
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Current EU Commission initiatives in CCA and DRR/ DRP

EU/DEV ! EU internal
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3. EU and MS/markets approaches on the balance
between Private insurance and Solidarity tools

INTERMATIONAL
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Types of NatCat extended coverage offers and
level of penetration on EUR national markets
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GDP per capita in PPS
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Economic losses caused by natural catastrohes and EU solidarity Fund

Amounts in millions of euros

Economic | nsured loss
| osses EUSF I ntervention
L
EL
Y ear Amount
. Amount % EL Amount % EL
2002 28 789,3 6 964,1 249% 728 3%
2003 16 226.,9 1 249,7 8% 107,1 1%
2004 2 2297 7242 32% 19,6 1%
2005 15 355,9 4 108,3 27% 204.,9 1%
Total 62 601,8 13 046.,4 21% 1 059,6 2%

Source : CEA, NatCatService, Geo Riks Research, Munich Re (décembre 2006) & European Commission MEMOR/06/153 (April 2006)
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4. Paradox and new paradigm:

¢ Paradox :
= The situation of NatCat extended coverage in some EU MS (low
to very low penetration rate) looks similar to the one observed
In developing countries, where PPPs with insurance are
promoted

see:
e HFA objective 4 (reduce underlying risk factors)

e UNFCCC - the Bali Action Plan (BAP) calls for “consideration
of risk sharing and transfer mechanisms, such as insurance”
to address loss and damage in developing countries
particularly vulnerable to climate change

e EU Commission draft communication on DRR DEV (October
08)
% New paradigm
= Integrating major environmental externalities in economy:
I.e. carbon price (EU ETS — 40 bn/yr) but also disaster risk cost

at least, up to a certain agreed level, for the market risk
transfer instruments to be purchased by economic actors

INTERMATIONAL
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5. Thoughts about some ways forward in the EU

Disclaimer :

These ideas are the author’s ones and do not
necessarily reflect the organisations he is working for

INTERMATIONAL
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5. Roads for evolutions / improvements?
5.1. Total loss control at EU / MS level - benchmarking

Cost of NatCat
security in CH

Preparedness
& crisis mgt

Prevention

Source : PLANAT, La sécurité a quel prix ? 2007
28/08/08

19



5. Roads for evolutions / improvements?
5.2. Develop analyses / communicate on losses of opportunities

M

@ Sectoral « losses of opportunities »
% Insurance
e NatCat extended coverage :
First guess of gains : 20 bn €, up to 50.000 jobs
e Other property and non life business (leveraging effect)
First guess of gains : =20 bn € leveraging effect

= Vulnerability reducition: Construction, building, prevention
equipment and engineering

very important incentivizing effect
& Cross sectoral « losses of opportunities »
© Avoided indirect economic and social effects of occured events

@ Avolded events and their relevant losses, because of the
Increase in mitigation level

+ progressive leveraging effects on other regional economies /
markets (IND / DEV)

@
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5. Roads for evolutions / improvements?
5.3. Within EU policies - MS coordination...

¢ EU CatRisk policy, with quantitative objectives and rules, In

A
we

parallel to monetary and CC/emissions/carbon policies

2 Promote a level playing field, asking for integration of
risk prices in trade agreements and business

= Agree on (art 100.2)
e EU general quantitative objectives
e MS country risk profiles, with thresholds

State acting against exclusion and, only if necessary, as
reinsurer of last resort

« Make room » for insurance services and PPP financing
engineering services in supporting increase of demand for
Insurance services

2 Rules on risk price integration in products and services
= Pre-requisites on mortgage loans, etc.

INTERMATIONAL
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To summarize, on structuring financial dimension of PPPs
a challenging dialogue between developed regions for exemplative promotion of sustainable DRR

schemes...
freql“fncy Scales 4
Mitigation & financial retention by the individual
Micro/meso

Personnal _
responsibility (deductible)

Contractual mutualization schemes at risk basin level

Collective
responsibility/ )
solidarity (eg. Floodplaln) + mitigation and insurance enginering services
_____________________________________________________________________________________________________________________________________________________________________ PPP
Mutualization on the insurance
Market services market
B2B/B2C
+ private reinsurance capacity
incl. ART IC oo T

________________________________________________ Stateas reinsurer of last resort IF NECESSARY
macro

or sces of claims management by direct insurance market

Solidarities: | N~ orsces
at nation level EU Solidarity ( EUSF - art 100.2 ECT)

at larger level
Magnitude / cumulated loss per par year of occurrence

28/08/08
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Thank you for your attention

« Through its regulating and transforming action
of an Energy, the Risk, into Resilience,
the insurance service should be explained
to the public as delivering ecological services

to the economy... ».
translated from
Roland NUSSBAUM and Patrick PICARD, L’écolo marketing de I'assurance,
in RISQUES, N° 2 — 1990

roland.nussbaum@mrn.gpsa.fr
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Introducing MRN and related activities

Mission Risques Naturels

Mission des sociétés d’assurances pour la connaissance et la prévention des risques naturels

An association, created 2000 between :

Fédération
Francaise
des Sociéés

d'Assurance GEMA

LES MUTUELLES
D’ASSURANCE

28/08/08
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Mission Risques Naturels

Activities, services & tools

¢ Knowledge management infrastructures, studies, tools and services

Intranet geoservices on hazard zoning
Asset exposure observatory

Public prevention policy tools on collective vulnerability reduction (at

municipality level)

¢ Prevention:

risk awareness raising documents for use of insurance companies

¢ Policyholders’ information on links between insurance and prevention

network of regional correspondents, brochures

¢ Interfaces with stakeholders’ organisations, public and private

¢ Institutional communication and educational commitments

@

INTERMATIONAL
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IDRC

WWW.mrn-gpsa.org
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Prevention: Brochures aimed at risk awareness raising

LES GUIDES PRATIQUES MAIF

Face aux éléments naturels,
ayez les bons réflexes.

La solidarité,

c¢ n'est pas obligatoire

teggsentiel M AC F

PREVENTION

28/08/08

Catastrophes
naturelles

Prévention
420 communes inondées en 2 jours dans le sud-est en septembre 2002,
3 milliards d"euros : colt des inondations de septembre 2002 et décembre 2003,
130 000 sinistrés dans "année 2002,
A tort, les risques naturels apparaissent souvent inéluctables et

incontrdlables, Ils ne sont cependant pas une fatalité, Les anticiper, ¢'est
prévenir le risque.

27



Knowledge Management infrastructure
Intranetgeoservices for insurance companies
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Introducing MRN and related activities

1. Group on EU-CCA/DRR issues,
within SD Commission of

Association Francaise de I’Assurance
(FFSA-GEMA)

2. Constant experience sharing with other EU
insurance markets via:

Comité Europeen des Assurances r / C EA
Climate Change Task Force |
former Natural events working group
WwWww.cea.eu

Insurers of Europe

3. Constant involvement, at bureau level, with
stakeholders’ networks for natural risk
prevention in France, especially:

Association Francaise pour la Prévention
des Catastrophes Naturelles,

operator to the French National Platform and
Focal Point for DRR

www.afpcn.org
28/08/08

INTERMATIONAL

29




r\/ C EA Climate change task force Member delegations

Insurers of Europe

SO |

@
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IDRC
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(/' CEA

Insurers of Europe

Reducing the Social and Economic Impact of
Climate Change and Natural Catastrophes

Insurance Solutions and Public-Private Partnerships

July 2007
Wwww.Ccea.eu
28/08/08
31

€ ipre




Typology & evolution of flood hazard zoning tools
on European insurance markets

Market players with data PPPs
modeling tools from Hazard data
agencies Directives :
FLOODS
INSPIRE
(USA)= »

UK : Informal agreement

UK =% ABI(+CML) - EA

AU : PPP
VVO - LM

BE -— P Public site
2006
FR : MRN
2004-7
Service Intranet
v
: ;ngmC 28/08/08

Proprietary developments
at market initiative

market / project

— IDE

:ZURS 1 & 2

' AU : HORA

| 2007
< = |IT:SIGRA

PL: '&Bj'éé't"}
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Key to maps
Significant Risk = red
Moderate Risk = yellow
Low Risk = green

Risk reduced from significant to moderate.
Area above also reduced from moderate to low.

Area circled includes risk assessment for river not previously
mapped. Risk also better defined and some areas are now

shown at significant risk. U
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