“Flood Re enables UK society a 25 year period to undertake spending on flood defences
and investigate other ways to mitigate risk in high flood areas”

“The measures required to reduce the risk and/or cost of flooding relies on

large scale investment from local authorities/government”
“This is subject to political whim so possibly at risk...”

“It would be beneficial to Flood Re in the longer term if resilient repairs were
utilised where possible”

“Our initial offer to customers is always to repair their property in a resilient way”

“While we can inform customers on benefits of such repairs, ultimately it is down to
customer choice as to whether these offers are taken”

«“\We see flood as an area where the market needs to COllaborate”

09 October 2017 #IFoAFloodWP #IFoAGIRO17 1
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Flooding: A human issue
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http://edition.cnn.com/2017/09/01/world/deadly-world-floods/index.html
http://floodobservatory.colorado.edu/Archives/index.html
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Flooding: A human

TEXAS, AUGUST 2017

iIssue

Risks posed by heavy rainfall

60

80 Some areas of Texas have seen 51 inches of rair

40

- 13 inches over 24 hours: Serious flooding

= 4-6 inches in an hour: Bayous and creeks likely to flood
- 2inches in an hour: Street flooding

09 October 2017

http://www.bbc.co.uk/news/world-us-canada-41094872
US National Weather Service
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Flood Re: How it works

FLOOD

With thanks to Flood Re for permission to use their logo 6
https://www.floodre.co.uk/industry/how-it-works/
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Flood Re: How it works

* 25 year lifespan Foct . o
- £180m industry levy “7/ | Bl e
* Premium per policy fixed oo

- £2.1bn reinsurance cover | _ . %

revenue
from Inward
Reinsurance

Premium +

2016 2021 Year “x” 2039

To year end March 2017:

« 127,326 policies written

« £28m gross written premium

« £130m surplus before tax

- oter 2017 With thanks to Flood Re for permission to use this diagrarm

http://www.floodre.co.uk/wp-content/uploads/Flood-Re-Transition-Plan-Feb-2016-FINAL..pdf
httos://www.floodre.co.uk/wp-content/uploads/FloodRe-Annual-Report-AW-WEBSITE. pdf
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Impact of Flood Re

Results from the Flood Working Party’s experience survey



Flood WP Survey
Survey

e 13 participating insurers Proportion of the market

* 56% by 2016 market share 8% 10%

26%

= No contact = Declined = Participated Overseas

09 October 2017 Insurers list taken from Deloitte household insurance seminar and do not include Gibraltar-based or overseas 9
Total market GWP taken from ABI and GWP of participants self-reported



Flood WP Survey
Survey

Head 0f Statistics and Modelling
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13 participating insurers
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Chief Underwmmng Officer
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09 October 2017 Insurers list taken from Deloitte household insurance seminar and do not include Gibraltar-based or overseas 10
Total market GWP taken from ABI and GWP of participants self-reported



Flood WP Survey

Use of Flood Re Proportion of long run claims:

90%

Of book ceded to Flood Re 50% °
(everyone ceded less than 1%) 70% ©
60%
Majority ceded 50%
more business for 40%

Renewals 0% .
20%

10% 0

Have not expanded UW criteria 0o .

09 October 2017 B



Flood WP Survey
Changes to the business post Flood Re launch

Proportion of respondents by market share
70%

Challenges faced

60%
* Brokers may issue a common
wording policy

50%

40% — Changes can be made, but take

30% time and agreement

20% * Panels
10% — Participation on the Panel's
0
terms
0%
Existing RI Terms and Excesses
Conditions

B Not at all ®mSome

09 October 2017 *30% did not respond to this question 12



Flood WP Survey
Benefits of Flood Re to your business

How far do you expect Flood Re will improve...

Other benefits

» Reduced volatility of financial
results

A lot

- (Greater risk acceptance rates for
portfolio transfers

Some

* Increased new business appetite
- can offer insurance at a
reasonable price to people in
high flood risk areas

Not at all
UW profitinc  UW profit exc Book in Book in major  Drives resilience

levy levy attritional event event

09 October 2017 13



Flood WP Survey

Benefits of Flood Re to your business

How far do you expect Flood Re will improve...

A lot ®
o @ L
Some ° es0000 pos os® |

—— 08000 @0 | @9eeeeesp O

Not at allj o ® o

UW profitinc  UW profit exc Book in Book in major
levy levy attritional event event

Other benefits

» Reduced volatility of financial
results

- (Greater risk acceptance rates for
portfolio transfers

* Increased new business appetite
- can offer insurance at a
reasonable price to people in
high flood risk areas

* Drives resilience

09 October 2017

14



Flood WP Survey
Flood Re’s Objectives

* How far do you think Flood Re will meet the following objectives by the end of its
25 year lifetime:

— Please vote with your green piece of paper if you think some or fully

— Please vote with your red piece of paper if you think not at all

“Flood Re will return us to risk reflecting pricing’

“Flood Re will return us to affordable flood insurance in the market”

09 October 2017 15



Flood WP Survey
How far will Flood Re...

100% — I Observations
90%

« 5 respondents think that Flood Re
can achieve both objectives, to
some extent

80%

70%

60%

* 4 of 7 comments said it will be
difficult to achieve risk reflective
pricing that is affordable

50%

40%

30%

— The goals are incompatible

20% — Reliance on the Government to increase

10% spending
0% — “Difficult to believe Flood Re and the
Return us to risk reflective Affordable flood insurance in insurance industry can effect this kind of
pricing? the market? change”

ENotatall mSome mFully © Don't know

09 October 2017 16



Flood WP Survey
Factors affecting the aims of Flood Re

1. The government needs to spend more money on defences (especially given
climate change)

2. Customers are not incentivised to improve their risk while the scheme
operates

3. The industry need to properly grasp resistance and resilience measures

09 October 2017 17
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Flood and coastal erosion risk

WhO iS taking aCtion? management: current schemes and

strategies [Oct 2017]

£2.3bn over 6 years to CHARITIES
provide better flood CONSULTANCIES RE'NS“RERS ENVIRONMENT AGENCY

defences [2014-2020]
HI]ME[IWNERS
FLOOD RE
Helplng pupils prepare for
ﬁ 0VE R N M E N T ﬂOOdmg o

nEFRAc NATIONAL fL[lI]II FORUM THE ENVIRONMENT, FODD AND RURAL AFFAIRS COMMITTEE

PRI]PERTY IlEVEI.[lPERS “‘"“W"ERS
Environment Agency FOLIGYHOLDERS INSURERS The National Flood Forum exists to
outlines recovery and repair
projects [Fe)l:/) 2016] g support individuals and communities at
risk of flooding and have been doing
\this across the country since 2002. y

https://nationalfloodforum.org.uk/ hitos://www.gov. uk/government/news/environment-agency-outlines-recovery-and-repair-projects-following-record- 19

09 October 2017 breaking-floods http://www.bbc.co.uk/news/business-30282701 https.//www.gov.uk/government/collections/flood-risk-management-current-schemes-
and-strategies hittps.//www.gov.uk/government/news/helping-pupils-prepare-for-flooding
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Resistance and resilience

resilient plaster

non-return valves
removable doors

air brick covers

raised electrics

renders/coatings Resistance Resilience

concrete floors

— barriers \ plastic

flood proof doors doors

freestanding steel kitchen

barriers + pump

change house layout

raised thresholds “tanking” products

http://evidence.environment-agency.gov.uk/FCERM/Libraries/FCERM _ Project Documents/SC080039 cost house resist and resilience.sflb.ashx

09 October 2017
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BRE’s Resilient Home

spray applied waterproof
flood resisiting door foam insulation
flood resisiting window ]

magnesium oxide
waterproof
waterproof membrane
and resilient Insulation t natural cement
behind boarding waterproof
render
sockets placed
above flood level : /
perimiter
sumpand sub floor drain
twin pumps waterproof magnesium oxide

wall boards (bottom) and

plasterboard (top), fixed

horizontally

Floor drains
direct to sump pump
Water resisting kitchen ceramic tiles over
cabinets and doors insulated concrete screed
backflow protection
ST e I in toilet drain
resilient insulation
and concrete screed
https://www.bre.co.uk/floodhouse
09 October 2017

With thanks to the Building Research Establishment for permission to use their pictures. 21
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Flood WP Survey
Formal policy in respect of resilient repairs?

70%

60%

50%

40%

30%

20%

10%

0%

Yes

09 October 2017 Answers displayed by market share. 2% did not answer the question 22



Flood WP Survey
Deploy resilient repairs as part of flood claims fulfilment?

70%

60%

50%

40%

30%

20%

10%

0%
Formal policy No formal policy

ENo m®mRarely mOccasionally mMostofthe time mAll of the time

09 October 2017 Answers displayed by market share. 2% did not answer the question 23



Flood WP Survey
Is resistance and resilience beneficial to consumers?

But there are some barriers...

7
‘g 5 N rgofet] '. \r:,,l,
Q
:
s * ]
s 5 | * No ABI code for pricing
Q
§ * |nsurers could lose business the next
z 2 year
1 1 « Customers lack understanding

o Aesthetics Quality

09 October 2017 11 respondents said yes, 2 did not answer 24
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Flood WP Survey
What’s next for the Flood WP?

« 2017-2018 — What should the Flood WP focus on?

Flood Re
engagement
(monitoring
objectives and value
for money)?

Can we really
‘prove” that 25 years
IS achievable for risk

reflective pricing?

Market wide data
or=1] I

How does
resistance/resilience
Impact the cost of
claims?

Investigation: who
should be benefiting
from Flood Re and
Isn’t?

09 October 2017 26



The views expressed in this presentation are those of invited contributors and not necessarily those of the IFoA. The IFoA do not endorse any of the views stated,
nor any claims or representations made in this presentation and accept no responsibility or liability to any person for loss or damage suffered as a consequence of
their placing reliance upon any view, claim or representation made in this presentation.

The information and expressions of opinion contained in this publication are not intended to be a comprehensive study, nor to provide actuarial advice or advice of

any nature and should not be treated as a substitute for specific advice concerning individual situations. On no account may any part of this presentation be
reproduced without the written permission of the IFoA.

#IFoAFloodWP #IFOAGIRO17 @PhilippaKingGl @FloodRe @actuary_news
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“Flood Re enables UK society a 25 year period to undertake spending on flood defences
and investigate other ways to mitigate risk in high flood areas”

“The measures required to reduce the risk and/or cost of flooding relies on

large scale investment from local authorities/government”
“This is subject to political whim so possibly at risk...”

“It would be beneficial to Flood Re in the longer term if resilient repairs were
utilised where possible”

“Our initial offer to customers is always to repair their property in a resilient way”

“While we can inform customers on benefits of such repairs, ultimately it is down to
customer choice as to whether these offers are taken”

«“\We see flood as an area where the market needs to COllaborate”

09 October 2017 #IFoAFloodWP #IFoAGIRO17 28



