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What are the Insurance Consequences of Climate
Risk Today?

Severe weather events ECHNOMIC

increased from 1970 - 2005 O

Key: Blue bars represent actual values; red bars represent decadal averages
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What are the Insurance Consequences of Climate
Risk Today?
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Hurricane Katrina’s Effects Were Vast




Understanding Climate as a Fundamental
Insurance Risk

s Storms, wildfires, windstorms, sea-level rise, drought

» Effect on facilities, power, transport, communications
= Health Impacts: Heat waves and new disease vectors

m Lost resources: forest resources, crop production, water supplies,
biodiversity (30% species extinction at 3 deg C)

= Reputational risks; shareholder concerns;
litigation possibilities

= Compliance and competitive risks
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Need to Address Mitigation and Adaptation

CONFRONTING CLIMATE CHANGE:

AVOIDING THE UMMAMAGEABLE AND MAMAGING THE UMAVOIDABLE

Exsouthwe Summary Eciontific Ex igport on Climata Changs and Sustainablo Devdopmant.

Fropargd for tha 15th 1 tha Commission on Sucisnabla Dovelcpmant.
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Climate Change Will Pose Severe Challenges to
Developing Countries

The UN Millennium Developimeaent Goals (MDGs) and Climate

Change
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Disparate Distributional Impacts of Climate
Change

Climate Risk Index (1995 — 2004)
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Insurance Industry Response and Risks

= Seen as “canary in the coal mine”?
= Focus due to size of industry
s Focus due to core competency in risk evaluation, monetization

= Post-Katrina legacy of withdrawals, rates, deductibles, coverage
disputes, litigation

= Reaction of increased regulatory oversight
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Key Strategy 1: Developing an Enhanced Understanding
and Appropriate Pricing of Climate Risks
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Key Strategy 2: Limit the Risk Through Loss Control and
Preparedness

Example: Projected Flood Damage Costs Affected by
Mitigation and Adaptation (ABI)
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Key Strategy 3: Limit the Risk By Limiting Emissions,
Enhancing Regulatory Certainty, and Avoiding Future
Climates

Example: MMC Climate Risk Industry Leadership

SUSTAINABILITY REPORT 2006
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MMC Activities to Elevate Dialogue on Climate
Change Risk Management

s World Economic Forum Global Risk Network Report
s Climate Risk Alert

» Affiliation with Pew Center on Global Climate Change’s Business
Environmental Leadership Council

= Clinton Global Initiative commitment with Yale University and Ceres
on training independent corporate directors

» Membership in the U.S. Climate Action Partnership

= Dialogue with World Resources Institute on Carbon Capture &
Storage Liability and Insurability Issues

s Carbon Disclosure Project recognition as Best in Class Climate
Leadership Index

Marsh
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Key Strategy 4: Limit and Spread the Risk by
Enhancing Creative Tools for Resilience
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Key Strategy 5: Develop Products around New
Opportunities and Solutions

Marsh

Risk Consulting Practice

Carbon Emissions Credit Delivery Guarantees

Reducing Risks From GHG Emissions Reduction Credits

Marsh, the world’s leading
risk and insurance services
firm, has been working
with a number of insurers
and reinsurers to develop
and perfect a credit delivery
guarantee for greenhouse
gas (GHG) emissior
reduction credits. Several
insurers have recently
announced that they are
providing new coverage in

this area.
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Climate Wise: Principles for the Insurance

Industry
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Contact Information

Gary S. Guzy

Risk Alert

Climate Risk and Sustainability
Global Practice Leader

Climate Change: Business Risks

Bnd Selnticns Marsh USA Inc.
1255 23t Street,N.W.
Washington, D.C. 20037

http://solutions.marsh.com/climates/
gary.s.guzy(@marsh.com
(202) 263-7610
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Disclaimer

The information contained herein is based on sources we believe reliable, but we did not verify nor do
we guarantee its accuracy. It should be understood to be general risk management and insurance
information only. Marsh makes no representations or warranties, expressed or implied, concerning the
financial condition, solvency, or application of policy wordings of insurers or reinsurers nor does Marsh
make any representations or warranty that coverages may be placed on terms acceptable to you. The
information contained in this publication provides only a general overview of subjects covered, is not
intended to be taken as advice regarding any individual situation, and should not be relied upon as such.
Statements concerning tax and/or legal matters should be understood to be general observations based
solely on our experience as risk consultants and insurance brokers and should not be relied upon as tax
and/or legal advice, which we are not authorized to provide. Insureds should consult their own qualified
insurance, tax and/or legal advisors regarding specific risk management and insurance coverage issues.
Marsh assumes no responsibility for any loss or damage sustained in reliance of this presentation.

Marsh is part of the family of MMC companies, including Kroll, Guy Carpenter, Mercer, and the Oliver
Wyman Group (including Lippincott and NERA Economic Consulting).

The materials, data and/or methodologies used in this presentation are proprietary to Marsh. This
document or any portion of the information it contains may not be copied or reproduced in any form
without the permission of Marsh Canada Limited, except that clients of any of the companies of MMC
need not obtain such permission when using this report for their internal purposes, so long as this page
is included with all such copies or reproductions.

Copyright 2007 Marsh Canada Limited. All rights reserved.
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