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Private Partnerships

Overview - Sid Miller OBE

U

E‘ I r‘ <ol ﬁ Table-Top 1 - Risk Understanding and

n-- AnalySIS
I i p‘:\mm illwss Table-Top 2 - Insurance Options
s / ~=* Table-Top 3 - Claims Management

@) WORLD BANKGROUP

THE WORLD BANK Academy




Why Disaster Risk Insurance - The frequency of losses are increasing
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The Global Protection Gap is Wide and not Narrowing
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Losses and impact are often concentrated among residential housing

Damage and Uninhabitable Properties:

Widespread Damage: The Canterbury
earthquake sequence in 2010 and 2011
earthquakes, caused extensive damage to
residential properties, with nearly three-quarters
of the housing stock in the region affected.

Uninhabitable Homes: Approximately 9,100
homes were assessed as uninhabitable.

Significant Damage Costs: About one-fifth of the
150,000 damaged homes exceeded NZ$100,000 in
damage.

Red Zone Designation: Over 5,000 properties
were classified as being in the "red zone,"
meaning the land was not suitable for rebuilding
on.

Demolition and Rebuild: Over 10,000 homes
needed to be demolished and rebuilt.

Land and Infrastructure Issues:

Liquefaction: Liquefaction, where soil loses its strength
and behaves like a liquid, was a major issue, causing ground
deformation and damage to foundations.

Land Movement: Mass land movements in the Port Hills
delayed recovery efforts, with parts of the city sinking
between 50 and 100 centimetres.

Vulnerability to Future Hazards: Some areas became
more vulnerable to liquefaction and flooding, requiring new
building guidelines.

Infrastructure Damage: Damage to infrastructure like
roads, sewerage, plumbing, and power lines further
complicated recovery efforts.

Geotechnical Assessments: Thousands of sites needed
geotechnical assessments to determine the safety of the
land for rebuilding and potential boundary movement..

Necessitates government response: can be costly and slow. Adverse

economic impact. Vulnerable will be the most affected.
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A reminder: Insurance is one part of a Risk Management Ecosystem
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Avoid the Risk

Consider where to build to avoid the risk
exposure. le avoid flood plains.

Control the Risk

Through Public Policy reduce the risk by
incorporation of risk reduction measures
through controls such as building standards and
compliance checking.

Transfer the Risk

Mitigate the fiscal risk the Government's Balance
Sheet by transferring the risk to the International
and Local Insurance Markets.

Accept the Risk

Build disaster recovery strategies, internal
finance mechanisms and capabilities to enable
timely access to capital and resources to support
National, Regional and community recovery.




The lifecycle of a Disaster Risk Insurance Programme

Strategy for the scheme -

Product offering -

beneficiary, assets and

perils covered, coverage )D Decision-makers
limits, premium assessment,
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Risk management
and transfer,

Premium collection, )B including how to
Underwriting and claims engage with and
management mobilise private
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Governance and
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Understanding Risk

What should we insure and why? Risk modelling

E.g., how frequent and severe are the
risks

Historical data
How much will it cost?

E.g., premium setting
Technical expertise
How to optimize risk

management?

E.g., making risk retention vs transfer
cost-effective

Government

E.g., Disaster management agency, hydromet
agencies and other government experts

Domestic and international
insurance sector

International technical agencies
and firms

E.g. risk modellers

Development partners
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Design and Development

Policy and Product

What will the program [ Beneficiaries, risks, premium, how will funds reach j

offer? beneficiaries, audit and services
Operating Model

How will the program Premium collection, claims model, public relations and

work? education, data collection, investment and risk management

Policy and Institutions
How will the Program be Mandatory vs voluntary, governance and legal frameworks, day-

structured and what to-day management of the program, risk management and
policies are needed? government role
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Underwriting and Claims Management

Can the risk be [ Risk analysis, contract negotiation, decision making and }

Underwritten? contract execution

Claims Management

How will claims be paid? [General principles, claims administration, claims handling, CIaims}

settlement and claims management.,
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Operational - Parametric vs. Indemnity Insurance

Payout Triggers

Based on predefined parameters (index),
payout is done without claims handling
procedure, after an extreme weather

Hazard Parametric Insurance

Examples

Weather [RAAES |
(r—/’D) Data @ =% % iy
—o° 0°6°% =
© © o
. FEFT [O\ LT
Extreme wind RO 3
6 = 4
= ()5 =5
Amount of Wind speed  Duration of dry
rainfall period

ED

°6°

Excess rainfall/ Indemnity - based

Flooding Insurance
NS Damage
- ) -
o Claim
. N3 _o_ Damage - Assessment
. —‘0 assessment - submission - i 40 CCDQ
Absence of Rain/ and review O laim

Heatwave/ Drought
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Through digital

solutions, payout is done
with speed transparency,

convenience, and
affordability.

Standard payments to
bank accounts or cash
payout can be used
addition.

Indemnity-based
insurance can be time
consuming with many
steps to take

Building a Disaster Risk Insurance Programme and the role of Public Private Partnerships

10



Public Private Partnerships

=0\ Strategic
B .
i alignment

» Clear agreementon

the outcomes for the

Partnership.

» Seek to understand
individual and
organizational
drivers

» Single view of risk.

» Unwavering top-
down commitment
to cascade the
principles through all
elements of the
partnerships.

» Aligned customer
experience that
reflects the brand of
the Partnership.

g; Supporting Processes and Systems
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>l Stakeholder
8
2= management

®» Understand and

engage all necessary
government
departments.

Keep engaging with
stakeholders until it
becomes their idea.

Board level oversight to
ensure risks and
opportunities of sector
change are managed.

Regular evaluation of
partnership against
objectives to ensure
continuous
improvement and
ongoing stakeholder
engagement.

Clearly

487 defined

i roles and
capabilities

Build the Partnership
operating model with
those who understand
the issues and will
need to deliver the
outcomes.

Clearly defined rules of
engagement, including
partnership roles,
decision rights,
accountabilities, and
governance
structure.

Partnership values
engrained/reinforced in
culture.

Simple and responsive
customer disputes
resolution processes.

Aligned
g
%7 measures and
incentives

» Clear expectations with

defined milestones
and key performance
management metrics
for joint outcomes.

Transparent
performance data that
is jointly reviewed
frequently.

Incentives and KPIs
aligned with
partnership success
and strategy.

Operational and
Executive performance
review framework that
is reviewed at joint
governance forums.

(=¥ systems

Communication

®» Jointly agreed

communication
protocol, standards and
templates and .

Feedback system to
monitor outcomes and
identify issues.

Clearly Communicated
governance structure,
internal conflict
resolution and
escalation processes.

Community
engagement and
co-design on partnership
outcomes.

Co-design the Operating Model then build the Partnership Agreement

Shared
%@T’g data and
information

®» Agreement on how
data and
information can be
used and the mutual
benefits.

» Focus data and
information
requirements on
outcomes not
interest.

® Build redundancy into
the commercial
agreements to
expand data capture
requirements.

® Include contingency
for requirements
either post recovery
or as knowledge and
trust in resilience
opportunities grows.
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Government has a key role in PPIPs

% Relationship with P Governance and Oversight of the Scheme,
Government §75cb and how the Scheme can evolve over time
To fund the establishment and initial Schemes can have a variety of governance structures with a combination of
capital and operating costs of the directors/commissioners appointed from government officials and the private sector.
scheme. What is important is clear independence in the governance of the scheme.
To act as reinsurer of last resort The governing board or commissioners of a scheme would work with stakeholders
(Guarantee), to meet any financial such as the lead government department and its Minister as well as the regulator that
obligations that the scheme is monitors the insurance industry.
unable to meet by topping up The legal enactments that establishes the scheme would set out the fundamentals
the scheme’s funds. & features of the scheme and the governance of the scheme would be required to

Ongoing adequacy of the Regulatory comply with these laws.

and Public Policy Framework within Continuing to refine the rules for distribution of payouts.

which the PPIP operates. Continuing to achieve deeper insurance penetration

To monitor the use and Continuing to refine and adapt local laws and practices to accommodate risk financing
implementation of payout proceeds measures, including reinsurance.
by individual, corporate and local
and national government
beneficiaries

Exploring and using more sophisticated risk financing mechanisms, to manage
increasing levels of risk or to achieve significant savings.

Using public-private partnerships to advance the operation of the scheme.
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Global Disaster Risk Insurance Schemes

Voluntary / Government

Ownershi Coverage Premium
P mandatory purchase 8 Guarantee
Government owned Earthquake, ,
TCIP (Turkey) enterprise Compulsory purchase earthquake fire yes Risk-based
Private and Public Cemmpulsery Seleifier dne Earthquake, flood, o
Morocco o cover for poor and vulnerable . yes Solidarity
Solidarity Fund (FSEC) landslide
households
Linked to Home Fire
Insurance. '
EQC (New G _ Earthquake, VB JEETIE Solidarity, has one
overnment agency Home Fire Insurance eruption, hydrothermal yes
Zealand) : ) : . flat rate
compulsory to obtain activity, landslide, tsunami
a mortgage
State managed, :
CEA orivately financed Voluntary Earthquake no Risk-based
NFIP Government voluntary, but required for Flood, tsunami yes Risk-based
administered plan mortgage
Flood, mudslide,
NATCAT earthquake, landslide, Solidarity, charges
- h Government scheme Compulsory addition avalanche, etc. - As yes a percentage of the
(French) declared by policy premium
ministerial decree
Spanish Cat Government owned . All natural disasters, and SO EITIE, SIS IS
: Compulsory addition : : yes by type of property
Scheme enterprise meteorite, terrorism insured
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