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Why benchmarking is
Important

We invest a lot in:

e education
e gathering know-how
* spreading best practices ...

BUT we do not measure the effectiveness of TS

our efforts! ternational Association::
Engineering Insuregs »




Engineering Market is
PROPORTIONAL

* Most risks are proportionally co-insured & FAC
reinsured

* Most portfolios are proportionally reinsured

The International Association
of Engineering Insurers

» Each market participants holds proportional fraction of the
total




Engineering Market is GLOBAL

_ (brokers live on transactions)

* Many risks are atomized & spread over the globe

* Most if not all portfolios are globally reinsured

The International Association
of Engineering Insurers

» Local stats provide only small part of entire picture




Benchmarking
~-in accordance with antitrust law
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ASSESSMENT BY ANONYMIZATION AGGREGATED DATA CONTEMPLATION OF THE
INDEPENDENT PARTY: PAST — NO ASSESSMENT
K IMIA SECRETARY AND/OR OF RECENT YEARS
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PARTICIPATION OPEN INDEPENDENT INCURRED LR AVERAGE
FOR ALL INTERESTED CONTRIBUTORS BUT MAX UWY 2008-2015
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The International Association
of Engineering Insurers

... well = niceidea—but is it

legally compliant

Crype&Co

Memorandum - Legally Privileged and Confidential

To Olivier Hautefeuille, Simon Dejung (IMIA)
cC Paul Lowrie Clyde & Co

From John Milligan

Date 1 October 2019

Re EU competition law information exchange

Dear Olivier, Simon, colleagues

1. Background

IMIA is an ink tional iafion whose bers are national insurance associations
around the world, indivi insurers, rei . and i who are loss
i 3 and brokers, ing within the i market.

IMIA collects data from national associations, reproducing the data, and publishes them to
its members

2. safeguards on IMIA handling of information

If IMIA receives any individualised data directly from insurers, if that data could be regarded
as commercially sensitive, then it should not be viewed by members within IMIA who are
employees of insurers.

| understand frem Simon Dejung's email of 17 September that IMIA may collect certain
information direct from insurers eqg it lists questions 1, 2 3.1, 3.2, with yellow and green
boxes, such as: what is the size of your enginesring portfolio, what is your typical position in
a placement?

If this i ion is ially sensitive or 'strategic’ to use the E Ci

terminelogy, it should not be seen by itors.  Infi tion will not be i
sensitive if, for example, it is already in the public domain, or is sufficiently historic as to have
no impact on competition, say 2-3 years old). We can discuss if necessary whether the

q i asked seck information that could be viewed as commercially sensitive.

3. Data on combined ratios

Data is processed to produce figures on the average performance of the market. This is for
benchmarking purposes, so insurers can measure their performance against the market and
does not ralse competition issues.

| note your comment that you are aware of companies producing to the financial market their
combined ratio as a KPI of their overall per but not ishing their il ratio
per line of business.

| do not see that there should be a competition difficulty with an insurance association
i inati bined ratio per busil line information - subject to all the safeguards of
ity, agg fion, i ion to the extent it relates

415306/111 37800805.1

?7

Cuype&Co

to other insurers. | would add one caveat - that the level of detail in aggregated figures must
not be such as to identify the of any individual insurer.

1 would mention that in its 2007 Business Insurance Sector Report, the European
Commission published country by country combined ratios for the years 2000-2005, with

fi to lines of busil It may be this was not anti petitive. We can
digcuss this further if required.

4, Your bullet point guidance {Simon Dejung’s email 17 September)
| do not disagree with this.

| understand from speaking to Simon that the 66% limit is based on German guidance and
that it is in any event not controversial from IMIA's point of view.

John Milligan
Consultant EU & Competition
Clyde & Co LLP

" COMMISSION STAFF WORKING DOCUMENT Accompanying the COMMUNICATION FROM THE
COMMISEION Sector Inguiry under Article 17 of Regulation {EC) Mo 1/2002 on business insurance (Final
Report) 2007.

See e pages -0 hiips:iec.europa it | servicesfinguiri |_report_annex.pdf .
The EC stated n order to invesfigste profiability, an economic messure was used which /s simple and in
widespread use in the indusiry: the so-called “combined rafic”. if is calculsted by dividing the sum of incurred
lIosses net of reinsurance and expenses by esmed premium net of reinsursnce:

Claimt (et of  refusnranceh + Exponses  fmenenied

Earved  prewimm (net of  remsimance)

This therefore messures the amount that sn insurer must pay out fo cover claims and expenses per ewro of
‘eamed premium.”
415306/111 37800905.1



Gross™ less ratios *

Cargo Europe (& partly US) ** d@gmm
Underwriting years 2010 to 2017, as reported at 1, 2, 3, 4, 5 years

Gross premiums, paid+outstanding claims

90%
2014, 2015, 2016: Each year
2010 extraordinary increase in loss ratios.
20% —2011 Change in typical pattern.
’P_Q The new normal?
2012
——2013 2017 starts at 2014 level.
70% —— 2014 With a ‘normal’ pattern (grey lines),
Other lines of business communicate —— 2017 would end around 70%.
. —016 With recent pattern,
transparently about settled claims — \ oo e 2017 ends around 80%.
why not engineering?
50% : : :
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G OOd eXam p | €S Offshore Energy — Gross Loss Ratios

Underwriting years 1996 to 2017 / incl. liability / data fr0® UK, Nordic, US/ reported as of Dec. 2017
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https://cefor.no/globalassets/documents/statistics/iumi-statistics/2018/monday-1155-seltmann_final.pdf
https://www.google.ch/url?sa=t&rct=j&q=&esrc=s&source=web&cd=8&cad=rja&uact=8&ved=2ahUKEwiI1ZCkjbfkAhWDyoUKHXC1AGIQFjAHegQICRAC&url=https%3A%2F%2Fiumi.com%2Fdocument%2Fview%2FIUMI_Stats_Report_2018__5c62966a7392d.pdf&usg=AOvVaw11GvlqpdADub94LRUjWtji

The International Association
of Engineering Insurers

Format: undeveloped triangulation (entries yearly)
Currency: USS

Period: UWY 2008-2015

Method

Premium: aggregated booked gross premium retained per uwy (aggregated across the
portfolio) — no indication of deductions and/or commissions allowed!

Losses: incurred & retained losses per uwy (aggregated across the portfolio) —

large losses & attritional losses combined

Basis: premium/losses on same basis —

] retained
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Yearly Development of incurred LR on eassadpremium basis
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Aggregated net retained Portfolio Premium (booked)
Yearly aggregated net retained premium development per uwy

(on booked premium)
Dev 12 Dev 24 Dev 36 Dev 48 Dev 60 Dev 72 Dev 84 Dev 96 Dev 108 Dev 120
2008
2009
2010
2011
2012
2013
2014
2015

WY

Incurred net retained losses
Yearly development on net retained incurred losses
Dev 12 Dev 24 Dev 36 Dev 48 Dev 60 Dev 72 Dev 84 Dev 96 Dev 108 Dev 120

Template for
anonymized E .

; 2011
- | 2012
entries
2014

2015

UWWY

Incurred net retained LR
Yearly development on net retained incurred losses
Devi12 Dev24  Dev36 Dev48 Dev60 Dev 72 Dev 84 Dev 96 Dev 108 Dev 120
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| 2013 "#DIV/IOI " #DIV/0l i sk T T
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¢ < 5Mio |Valuesin $[US]
£33 5 Mio to 20 Mio

3 20 Mio to 50 Mio
3 50 Mio to 100 Mio
£ 3 more than 100 Mio

Incurred net retained LR

Yearly development on incurred losses
. Dev12 Dev24 Dev36 Devd48 Dev60 Dev72 Dev84 Dev96 Dev 108 Dev 120
I I_R & 2008 #DIV/Ol #DIV/Ol #DIV/O! #DIV/0! #DIV/0! #DIV/0O! #DIV/O! #DIV/IOl #DIV/O! #DIV/0O!

booked premium

2009 #DIV/O! #DIV/0l #DIV/O! #DIV/O! #DIV/0! #DIV/0l #DIV/0l #DIV/Ol #DIV/0Ol #DIV/0!
2010 #DIV/Ol #DIV/0! #DIV/O! #DIV/0! #DIV/0! #DIV/0! #DIV/O! #DIV/Ol #DIV/0!
2011 #DIV/O! #DIV/0l #DIV/O! #DIV/O! #DIV/0! #DIV/0l #DIV/0!I #DIV/0!
2012 #DIV/Ol #DIV/Ol #DIV/0! #DIV/0! #DIV/0l #DIV/0! #DIV/O!
2013 #DIV/O! #DIV/0l #DIV/O! #DIV/O! #DIV/0! #DIV/O!

ra n e to 3rd a rt 2014 #DIV/Ol #DIV/0Ol #DIV/O! #DIV/0! #DIV/0!
K 2015 #DIV/O! #DIV/0l #DIV/O! #DIV/0!

Uwy

independent 3 party (not IMIA)
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IMIA
Benchmarking

ASK!

- Is this of interest & Will you contribute?

* Anonymization - Confidentiality & Data

protection guaranteed
* Submitted to independant party
* Aggregated retained premium & losses

 Raw data deleted after having retrieved the LR
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Large Losses
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©
Losses

The International Association
of Engineering Insurers

———

Figure 2 — Upstream losses excess of US$100m, 2015 -17

Ppuss Biuss Tota uss

FAGUREA LARGESTLOSSES 2016-2017

ource: Ma arch

DATE PLANT TYPE EVENT TYFE LOCATION COUNTRY m]
@10 | o ETICMATONAD | MECHANERL | e, | g | 2015 : . . .
PO— Platform Fire + explosion/VCE Latin America 650,000,000 650,000,000
12501 ,/2016 REFINERY FIRE EURGOND! ITALY 250 B N
Platform Misc North America 650,000,000 650,000,000
| 2aT REFINERY FIRE LISl ARSTED RSN 1,000+ . . . .
e o= MOPU Explosion no fire Latin America 382,000,000 12,500,000 494,500,000
o202017 cHBMICAL FiRE Fom FILAND Plant Terrorism Africa 455000,000 455,000,000
03142007 REFINERY FIRE FO!T::‘;:MT‘ CARADA Platform Collision Middle East 260,000,000 260,000,000
Rig Leg punch through Latin America 240,000,000 240,000,000
FIGURES THE 20 LARGEST LOSSES 1978 - 2017 — — :
Source: Mars arch Pipeline Ruptured pipeline North America 220,300,000 220,300,000
e S S MOPU Faulty work/operating error | Latin America 143,000,000 143,000,000
Plant Terrorism Africa 141,649,500 141649500
PIFER ALPHA, UNITED
[/ | mrormaR | Smsea e NORTHSEA | sGDOM MOPU Corrosion Latin America 100,000,000 100,000,000
01,711,2017 REFINERY FIRE R”‘:ﬂ:;‘“ ”mf;:::‘" 2016
wasymes | commcw | (STOSOMUNOR |, o, | UWTED MOPU Mechanical failure Africa 620,000,000 | 900,000,000 1,520,000,000
Rig Mechanical failure North America 83,500,000 95,000,000 178,500,000
06,708,/ 2009 E&F OFFSHORE BUSINESS INTERRUPTION NORTH SEA MORWAT
F—— - Platform Fire + explosion/VCE Latin America 150,000,000 150,000,000
TSR | mrommeR | Seeeen e e Pipeline | Anchor/jacking/trawl Africa 100,000,000 100,000,000
03,/15,/2001 E&F OFFSHORE EXPLOSION !E’:f‘:g‘::;:;‘n' BRATIL 201?
oszspisee | B EXPLOSION, VCE SALELONSPORD. | ausTRALA Vessel Pipelaying/trenching Latin America 128,500,000 128,500,000
04/24/1588 | EAPOFFSHORE BLOWOUT e BRAZIL MOPU Faulty work/operating error | Africa 100,000,000 100,000,000
S| mm—= e i e Only two losses over US$100m have recorded to date in 2017 - less than in 2016 and significantly less than in 2015
06,25 /2000 REFINERY EXPLOSION, FIRE MINA AL-AHMADY KAt
Source: WTW Energy Loss Database as of February 12 2018 (figures include both insured and uninsured losses)
05,04,/1988 CHEMICAL EXPLOSION HE:E‘E:;EN' ugr:'r[g}
15,2004 PﬁOCE;SSING EXPLOSION, FIRE SKIKDA ALGERIA
04012015 | EAFOFFSHORE FIRE “B“fmm:é?::” MEXICD . . .
e E— e — Other lines of business communicate transparently about
PR [ S —— — - settled claims — why not engineering?
2,200 E&F OFFSHORE EXPLOSION, FIRE GULF OF MEXICO usr";g
07,27,/ 2005 E&F OFFSHORE EXPLOSION, FIRE MI.I):BDIHI..”:IIEH INDIA
1114751587 CHEMICAL EXPLOSION, VCE FAMPA, TEXAS !::.:E G OO d exa I I l p I eS
1272571357 PHOEE;SSING EXPLOSION ERTLE "”": MALAYSIA
02/04/2011 | EAFOFFSHORE | BUSINESS INTERRUPTION HORTH SEA UMITED

KINGIDOM



http://www.marshmercamexico.com/Reportes%20energy/18-0101_100%20largest%20losses_v8_print.pdf
https://willisgroupservices.com/PROD2LZ/Instances/PROD2lz/documents/JG/WTWEnergyMktRvw182.pdf

Falicy CaR: Third Partu

. Cauntr Oeccurrence incentan | Ooeration LUSD Physical Liabilitu in DS ALOP |FGU Total in |Matural | Tupe of Risk (| Cause of
e ntrmatonal Assscition P p R R oy : " as # . Year . yel:.lal - aIpDrE T Damage F"‘;' LSO 4 - FGUin LIE"‘v shD x Cat"v Froject T . Loss .
Mexica 2012 2012 3475007000 345007000 Mo Fire-
Explozion
Saudi Arabia 2015 201 257000P000 350007000 o o |Power Plant
Urited [ =R - Fire-
. 2018 1900 CAR APRO0FO00 A0°R00°000|  Yes |Building .
Kirngdom Explazion
France ETg ETg IV SR
LA Al | Sealctiay
Li Sti n g Of S ett | e d Cl a i m S Clatar 2Ma 2015 E&R 4570007000 45°000°000(  Yes |Power Plant | Rain-Flood
South Africa 2m4 2Mmz EAR 4574007000 457400°000| Yes |Building Wimd

ano nym / e d fO rmat f France el 208 | CAR | 46700000 0 4700000 No |Building Fire

lzrael 2Mz 2008 E&R 4717860 APTFT8E0[ o |Power Plant Fire-_
Explazion
Germany 2013 1300 2670657700 217007711 A7TEE AT ho Fire—_
Explozion
Metherlands 2015 2009 EAR BOPOOCPO00 S0°0007000| Moo |Paower Plant T24
“ F.orea South 2012 20M EAR ATEEZ"400 BTEE2400( hlo  |[Power Plant Fire
Australia 2Mz 20m ha*haTae2 B2BETEEZ| Mo

Sa 2010 2003 CAR 5472907664 1] 547290664 Mo | Tunnel Flood




IUMI proves concept for global large loss database

Speaking at this week's IUMI conference in Cape Town, Donald Harrell, chair of
IUMI's Facts & Figures Committee, reported a successful conclusion to the Union's
large loss database pilot project. IUMI has been running the project for the past
year to understand if is feasible to collect, through its member associations, hull
and cargo claims data for large losses. This is expected to be a unique database of
large loss data for marine underwriters, who will not find this information
anywhere else.

CASUALTIES | 17/09/18
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IMIA Large Loss listing
— ASK!

.

The International Association
of Engineering Insurers
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collect settled engineering claims xs $30m FGU
Losses with DOL 2000 onwards (past 20 years)
Publication of an updated large loss list twice a year

Anonymization: NO involved parties will be
mentioned
Focus on:

* Occupancy

* Country

* PD, DSU, TPL (amounts)

* DOL (only calendar year)



Recap

* Market Stats, Benchmarking & Large Loss listing provide

urgently needed reference points
* Common practice among sister associations

* Compliant with Anti-Competition Law

#Aslet The International Association
* Are you interested to be part of the benchmarking O Engiﬂeﬂ"ng lnsurefs

initiative?

e Will you support the anonymized Large Loss listing?



?

Questions

Th Inter aﬂonalAssoclatlo
of En ginoeri g Insurers



