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1. Executive summary

The Nordic insurance associations (Danish Insurance Association (DIA), Fi-
nance Norway (FNO), Insurance Sweden and the Federation of Finnish Finan-
cial Services (FFI)) have worked together on climate issues since 2009, where
the COP 15 took place in Copenhagen. The focus has been on weather related
damage. The cooperation between the associations has shown that even though
a number of insurance companies are present in several Nordic countries and
even though our culture and legislation have similarities there still are a lot of
differences.

The main objectives of this rapport are to show the similarities and differences
between the Nordic countries with focus on insurance coverage, legal issues
and climate activities.

- All Nordic countries face challenges due to climate changes. In recent years,
we have seen a clear trend that weather related claims have increased tre-
mendously. One of the main challenges for the insurance companies is urban
flood.

- Some insurance companies no longer want to offer insurance cover for cer-
tain claims.

- There is an increase in conflicts and disputes between home owners, insurers
and municipalities due to unclear laws regulating the liability - especially in
Norway and Sweden.

The main conclusions of this report are:

- The insurance cover in the Nordic countries differs. There may be many
reasons for the varying coverage in the Nordic countries. Some of the main
reasons are probably the geographical and hydrological differences. Cove-
rage also depends on the action taken by the party responsible for handling
the water damage. Added to these are the countries’ history and different
traditions.

- The legal basis in the Nordic countries differs. It seems common for all the
Nordic countries that the regulations on water damage are spread out on
several acts (financial issues/ownership, environmental/pollution issues, water
and sewage, waste water issues, urban flooding issues etc.).

- The solutions of the decision makers in the Nordic countries differ.

- The insurance companies collect unique claims data. Used in the right way,
this data can provide knowledge for the state, municipalities and consumers
about areas vulnerable to climate change, and thereby give the state, munici-
palities and consumers a better tool to prevent further damage from occur-
ring.

The report contains a presentation of statistics and information geographically
covering the Nordic countries. Furthermore, the report shows how the Nordic
countries - in some instances - solve the task of climate changes differently.
However, the Nordic insurance associations have a common goal to improve co-
operation among stakeholders, authorities and experts in the Nordic countries,
allowing the challenges of climate change to be dealt with in a wide sense and
to be explored at many levels in order to prevent the increase in water damage.



2. Introduction

In the last ten years, the Nordic countries have experienced a significant incre-
ase in weather related damage, which has caused a lot of claims damages. The
idea to make this report and the cooperation among the Nordic countries ori-
ginated from the common work in connection with COP 15 in Copenhagen and
due to the heavy water damage in 2010 and 2011 (insurance claims of one billion
Euros just in Denmark). This was combined with the fact that weather forecasts
have predicted that all the Nordic countries in the future will experience an in-
crease in the number of heavy cloudbursts and the intensity of thesel.

Besides insurance costs there are the socio-economic costs in form of lost
working hours, personal inconveniences, frustrated customers, own risks and
municipal expenses. And added to this are the multiple personal inconveniences
such as closed roads and lost personal items. At the same time, we need to
understand how the new climate situation will affect the insurance companies
both in the short and the long run.

The insurance companies price both known and unknown (emerging) risks and
have to be able to price these risks in the right way in a competitive market. In
Denmark, the government has asked the insurance companies to make dis-
counts for people who do something to prevent damage. This shows that the
politicians want a system where price and risk are connected. This at the same
time limits the possibility of a solidary system.

When we are talking about climate challenges in this report, we relate to water
damage in one form or another. For the insurance companies, one of the main
challenges turns out to be urban flood. Urban flood represents the major part
of paid claims. This is illustrated in the graph below which shows the relations-
hip between water damage and natural perils in Norway. The figure relates to
Norway, but it is also representative for the development in the other Nordic
countries? . The red figure (NP-flood) relates to land flood, whereas urban flood
is part of the blue figure; “water damage in all”.
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1 http://www.dmi.dk/dmi/index/klima/fremtidens_klima-2.htm
http://www.smhi.se/en/Research/new-climate-projections-indicate-more-extreme-weather-112924

2 The statistics for Denmark is shown here:
http://www.forsikringogpension.dk/temaer/klima/klimaviden/Sider/statistikker.aspx
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Rain per year in Denmark from 1870 to 2010 is shown in the graph below:
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The knowledge which the insurance companies obtain through their contact
with the insured can be of use to other relevant climate stakeholders in order
for them to optimize the effort in the fight against climate changes.

Our access to statistics and information from the insurance companies may
prove to be a great value to society if it is coupled with other statistics, for
instance the municipalities’ risk survey for climate damage. Through openness
and dialogue we as an industry have the opportunity to contribute with valuable
societal knowledge which no other climate participants have access to.

One of the core elements of insurance is damage prevention, which is why the
industry focuses on the future and wishes to take an active part in the effort
against damage caused by climate changes. The insurance companies also give
the customers financial security and manage society’s value by for instance pay-
ing damages for claims on buildings.

The report aims at illustrating legal status and the role of the insurance compa-
nies in the Nordic countries. It contains a small-scale comparative analysis in
order to get an overview of the individual countries’ insurance coverage, num-
ber of water-related damage, statements from decision makers etc.



3. What is the solution to a
successful climate adaption?

We believe that the insurance companies should play an important role in the
climate change debate.

A good example is that the insurance companies collect unique claims data.
Used in the right way, this data can provide knowledge to the state, municipali-
ties and consumers about areas vulnerable to climate change, and thereby give
the state, municipalities and consumers a better tool to prevent further damage
from occurring.

Through claims handling and contact with injured parties, the insurance compa-
nies have valuable first hand information. Furthermore, the insurance companies
have a common interest with consumers and municipalities to prevent or reduce
damage on properties. The insurance companies follow the well known “polluter
pay”- principle, which means that the price on insurance products depends on
the risk. This has a positive effect on preventive measures. Therefore:

- The insurance companies wish to put focus on the climate through informa-
tion and knowledge sharing.

- The insurance companies believe that it is necessary to cooperate and share
know-how in order to adapt our society to the climate challenges of the fu-
ture

- Access to statistics and information from the insurance companies may prove
to be of great value to society if e.g. it is coupled with other statistics and e.g.
hydrological maps.

- The municipalities and the stakeholders should use the information as a tool
for proper decisionmaking and the creation of transparency. This way, the
state and municipalities have the opportunity to make the right societal and
economic choices.

- Successful climate adaptation can both prevent damage and create new jobs.

- There is a need for both an increased and clear-cut allocation of the responsi-
bilities and a more coordinated effort.

Insurance companies
should play an
important role in the
climate change debate.



4. Purpose and methods

4.1. Purpose

The primary purpose of the comparative analysis is to illustrate the consequen-
ces of cloudburst and flooding (compensation costs, societal costs and personal
inconvenience) - both from a consumer perspective and the insurance industry
perspective.

A secondary aim is to illustrate the initiatives of the insurance companies - and
their influence on authorities, citizens, business etc.

4.2. Other limitations/level of ambition

The analysis attempts to identify differences and similarities between the coun-
tries and, where possible, to point to certain key political and structural or geo-
graphical factors which may help to explain those differences and similarities.
The analysis focuses on tools and initiatives introduced in recent years and in
place - or planned - today. They are not an attempt to describe a long process
of development back through time.

4.3. Method

During 2012, the four Nordic insurance associations have gathered data and
background knowledge and have completed a mapping exercise/small-scale
comparative analysis. The Nordic insurance associations have subsequently
discussed the similarities and differences in each country with their members.
They have also discussed the reasons for the discrepancies in legal practice and
insurance cover.

4.4. The definition of water damage

The water damage statistics comprise different information in the Nordic The water damage
countries. In Norway, Finland and Sweden the statistics are based on all types statistics comprise

of water damage. In Denmark, one of the statistics is based on the individual different information in
insurance type and it is possible to get statistics on water damage in general the Nordic countries.

and on natural related water damage and cloudburst. The report operates with

the following division:

« All types of water damage, e.g. natural related damage, non natural related
damage, broken sewage, urban and land flooding, damage covered by pools

« Natural related water damage, e.g. storm surge, flooding from lakes and
streams, urban and land flooding

¢ Intense cloudburst.
The EU is currently working on a consultation on the Green Paper on the Insu-

rance of Natural and Man-made Disasters3 (hyperlink) which ends in July. The
Nordic countries will follow the final work of the Green Paper.

3 http://ec.europa.eu/internal_market/consultations/2013/disasters-insurance/index_en.htm
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5. Conclusions

5.1. Knowledge about climate adaptation

The insurance companies wish to focus on the climate through knowledge sha-
ring. It is important that the information and knowledge is shared through team-
work among relevant participants. This knowledge sharing can be an important
part of the damage prevention effort.

Climate-related insurance loss is well-known in all Nordic countries. It is mainly
caused by cloudbursts, flooding, windstorms and snow pressure. The main focus
is damage prevention and thus reduction of flooding and other climate related
types of damage. The damage prevention is meant to entail that the insurance
companies may still offer insurance products that allow most types of climate
damage to be insured.

5.1.1. Responsibility for the state/municipalities/home owners

Common for the insurance companies is that they cover the incident and not
the recurring incident. The insurance associations wish to help prevent damage
and create permanent solutions to society. We believe that the state and muni-
cipalities have the opportunity to make the right societal and economic choices.
The municipalities should react before the damage occurs and should calculate
solutions and drawbacks of different solutions and make the best choice from a
socio-economic point of view.

The state should ensure a national strategy with a clear division of responsibi-
lities. It is important that the state provides the municipalities with incentives

to want to assess their risk of flooding and the methods to be able to do so. As
regards the home owners, it is also necessary to provide them with incentives to
handle water on their own property. The state should also ensure transparency
for home owners.

Basically, we are able to obtain an interaction between the above participants
and citizens if we have a common ownership to the processes. Through clear
communication, we will create visible incentives for all stakeholders.

5.1.2. Experiences from the “downpour project”

Both Denmark and Norway work on “downpour” projects (see also paragraph
6.3), in which the insurance companies contribute with claims data to the mu-
nicipalities. The “downpour” projects are carried out in cooperation between
municipalities, insurance companies (in Norway the state is also involved).

The first Danish experiences from the project are promising even though the
final results of the project with the first municipalities in Denmark (Copenha-
gen and Frederiksberg) have not been made public. It is clear that the results
will have an effect on the municipalities’ future climate adaptation and climate
plans. For example, the initial report shows that if more advanced flooding mo-
dels are used then it is possible to locate the damage more accurately. Further-
more, there is no connection between the actual compensation for the damage
and the depth of the water. In some cases, the municipality used the claims data
to conduct further questionnaires to the home owners in order to obtain more
exact information about what happened during the flooding due to intense
cloudbursts.

The insurance
associations wish to
help prevent damage
and create permanent
solutions to society.



Another experience is that it is important to match expectations between the
participants from the beginning. Claims data contributes with a realistic picture,
particularly how to locate vulnerable areas, but it does not provide the answer
to every question. The conclusion is that it is a good idea to draw up very de-
tailed risk maps of densely populated areas and in that context use insurance
claims data.

In Norway, this data will also be tested by the NVE (Norwegian Water Resources
and Energy Directorate) in order to make improvements in the flooding maps.

5.2. Next step

The Nordic insurance associations expect to put more focus on the possibility of
PPP (Public Private Partnerships) in the future. The PPP is cooperation between
the state and the private companies with focus on prevention, risk management
and insurance. This special construction could be of good use in the work with
climate challenges.

The municipalities are facing a great challenge in connection with city climate
adaptation. An interesting question is: How well are the municipalities prepared
for the climate adaptation task? Do the municipalities have the sufficient tools
to solve the challenge - and do they know how to go about the task? We en-
courage open dialogue in this regard.

5.2.1. Different challenges in each country

The climate debate in the Nordic countries has many common traits, but in
some areas differences occur, which specifically appear from the comparative
analysis (see paragraph 7).

The below facts also show some of the challenges that each country is met with
in regards to water damage.

Norway

- The total amount of the insurance companies’ payout in 2011 was EUR 234m
/ NOK 1748m in water damages (all types of water damage) and in 2010 the
payout totalled EURO 132m / NOK 985m.

- Flooding (part of the Natural Perils pool) is included in these figures and
amounted to approx. EURO 11m in 2010 and rising to 78m the year after.

- Every ten minutes a water damage occurs
Denmark

- It is estimated that the downpour intensity will increase by 20-40 per cent up
until the year 2100.

- In 20711, the insurance companies paid damages in the amount of EUR 894m /
DKK 6,658m for water damage claims. The previous year the figure was EUR
342m / DKK 2,567m for the same type of claims.

- The cloudburst on 2 July 2011 alone carried 150 millimeters of rain within a
few hours.

- The cloudburst entailed more than 90,000 claims.



Sweden

In 2011, the insurance companies paid water damages in the amount of EUR
400m / SEK 4bn of which the compensation of damages releted to flood or
heavy rain amounted to EURO 35m / SEK 300m.

Finland

In 2010-2011, insurance companies paid an amount of EUR 2,2m to cover va-
rious flood damage in connection with exceptional floods

Heavy rain floods EUR 1,8m

Seawater floods EUR 250,000

River floods EUR 52,000

Others EUR 110,000

At the same time, the state paid several flood damage claims on the basis of
flood compensation law in the amount of EUR 600,000 on the average per
year. In fifteen years, the state has compensated flood damage in the amount
of EUR 9m.



6. General review of the
comparative analysis

The main differences and similarities between the countries, which are identified
by the analysis results (see paragraph 7), are presented in this chapter and are
divided into the following categories: Insurance, liability and legal basis and cli-
mate adaption and activities. Each theme is a key issue in the debate on climate
adaptation and the responsibilities and duties in the insurance companies. The
analysis summarizes the main differences and similarities between the Nordic
countries.

6.1. Insurance

The Insurance coverage and the definition of the weather related damage in the
Nordic countries differ. In the following, an introduction to each theme in the in-
surance cover is given: cloudburst, storm, storm surge, snow pressure and heavy
sudden thaw.

6.1.1. Cloudburst
The definition of intense cloudburst varies in the Nordic countries.

In Norway as in Sweden, the criteria is that the water must enter into the house
from the ground floor in order for the insurance to cover.

In Denmark as in Finland, the overall definition is rain being so heavy that nor-
mally constructed, well maintained and unblocked drains are unable to lead the
water away. It is not important where the water enters the house if these criteria
are fulfilled.

When intense cloudburst is mentioned in relation to insurance coverage the
most common criteria are:

In Norway, an intense cloudburst is defined on the basis of 50 year rain intervals.
Generally, there is no metric requirement related to the insurance conditions.

A 24 hour definition:
- In Denmark, the general requirement is more than 40 mm rain in 24 hours.

- The requirement in Swedish insurance conditions is more than 1 mm rain wi-
thin T minute or 50 mm rain within 24 hours.

- In Finland, more than 75 mm rain in 24 hours is required before a cloudburst
is defined as intense.

A 30 minute / 1 hour definition:

- In Denmark the definition requires more than 15 mm rain within 30 minutes.

- In Sweden the definition requires more than 30 mm rain within 30 minutes.

- In Finland the requirement is more than 30 mm rain/hour. Finland does not
operate with a 30 minute definition.



The season for cloudbursts in Denmark normally runs from the beginning of
June until the end of August. The development in cloudburst damage and paid
damages in Denmark in the period 2000-2011 is shown in the graph below:
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Statistics of number of claims due to cloudbursts in Denmark. Source: DIA

There is every indication that the total amount of damages paid due to an incre-
ase in cloudbursts will rise. It will influence the insurance companies’ negotiati-
ons with the reinsurers, if the reinsurers deem that there is an increasing risk of
wide and severe cloudburst.

6.1.2. Storm surge

The definition of storm surge varies in the Nordic countries and the countries
have chosen different ways of handling damages caused by storm surge. Storm
surge is one of the natural disasters that weather forecasters expect to occur on
a regular basis in the future in the Nordic countries.

In Denmark, there is no insurance coverage. Damage is instead covered by the
public storm surge scheme. The scheme is financed by a yearly fee of EUR 4,00
/ DKK 30,00 included in the insured’s fire insurance policy. Since October 2012,
the storm surge scheme has been managed by the insurance companies on be-
half of the Danish Storm Council. The total costs of storm surge related damage
amount to EUR 76m / DKK 567m since 1991.

In Norway, the "Naturskadepool” also covers damage caused by storm surge.
Norway has a similar system as Denmark, where damage due to storm surge is
included in the insured’s fire insurance policy. The insurance companies, howe-
ver, are only liable in proportion to their market share and will be reimbursed by
the Norwegian Natural Peril Pool/Norsk Naturskadepool. Damage to property
which cannot be insured (e.g. crops) is covered under the state natural peril
fund.

In Finland and Sweden damage caused by storm surge is normally insured
through ordinary property insurance.



The conditions of storm surge are:
¢ Denmark - flooding caused by extraordinary rise in sea levels, which takes
place statistically rarer than every 20 years .

« Norway - flooding caused by extraordinary rise in sea levels which takes place
over the level of a 5-year return period

¢ Finland - exceptional rise in the sea water level, which occurs once in 50 ye-
ars or less.

¢ Sweden - >110 cm above normal water surface (def.: Very high water level),
warning starts from 80 cm.

6.1.3. Storm
Insurance coverage for damage caused by storm varies in the Nordic countries.
The insurance policy covers damage caused by:

* Wind speeds of more than 17.2 m/s in Denmark
* Wind speeds of more than 20.8 m/s in Norway
* Wind speeds of more than 21 m/s in Finland

* Wind speeds of more than 21 m/s in Sweden

6.1.4. Snow pressure

Snow pressure is created when large amounts of snow accumulates on flat roo-
ftops or on rooftops with little pitch and the pressure of the snow can make the
roof collapse. This goes for house roofs, carports, annexes and large buildings
such as barns and halls. Especially large amounts of sleet, which is heavier than
new snow or frost snow, make for risk of collapse.

The Nordic countries have very different coverage for damage caused by snow
pressure. There are restrictions in the cover for snow pressure in most countries.
In Denmark and Norway, coverage for damage due to snow pressure such as
roof collapse is covered. However, if the collapse is caused by a construction
error or careless lack of maintenance, the insurance policy can reduce compen-
sation or pay no compensation at all. If the damage includes personal injury, the
accident insurance or the life- and pension scheme may come into play. In 2010,
in Denmark, claims regarding snow pressure amounted to DKK 800m.

In Sweden, you will be compensated if the building has been built according to
relevant building rules in the zone in which the building is situated.
In Finland there is no cover for damage due to snow pressure.

6.1.5. Sudden thaw

In Denmark there is no official definition of sudden thaw. It will rely on a con-
crete evaluation in which the following elements are important: temperature
difference, the depth of the snow and rain, the wind and the location of the
property. All companies offer a home insurance with minimum conditions and
sudden thaw is therefore covered in Denmark. In the winter of 2011 thaw related
claims reached DKK 900m.

In Finland there is no official definition and no cover.

In Norway, thaw is not covered as it is not considered a “sudden and accidental”
incident and it is therefore not unforeseeable that a house must be able to with-

Enormous increase in
claims = change in
insurance conditions
and price.



stand heavy rain fall. However, if the rain causes damage due to back flow or
water suddenly enters the house (e.g. through the cellar window), the damage
is covered.

In Sweden sudden thaw is not separately mentioned in the conditions, but the
effect of sudden thaw is covered under flooding.

6.1.6. Facts - consequences of water damage
The consequences of water damage (compensation costs, societal costs and
personal inconveniences) are enormous.

The damage statistics on water damage comprise different information in the
Nordic countries. In Norway, Finland and Sweden the statistics have only the

overall damage figures. In Denmark, the statistics are based on the individual

insurance type. See paragraph 4.4.

One of the interesting key figures is the total number of damages paid in con-
nection with water damage in the Nordic countries in 2011 - EUR 1,528m:

- Sweden - EUR 410m / SEK 3,618m

Norway - EUR 234m / NOK 1,748m

Denmark - EUR 894m / DKK 6,658m

Finland - Not available yet.

This equals an increase of 140 per cent compared to 2009.

Due to the cloudburst in the summer of 2011, the insurers in Denmark alone have
covered more than 90,000 incidents with water damage due to intense cloud-
burst and paid more than EUR 800m / DKK 6,200m in damages.

The insurers are meant to cover extreme occurrences such as cloudburst, which
is why all types of damage are covered under the insurance provisions. Apart
from the damages paid by the insurers, costs include excess coverage, self insu-
red clients etc.

Water damage may entail consequential damage in the form of damp and
mould in the house. This is both expensive to repair and can be a health hazard.
Water damage is therefore characterized by becoming increasingly expensive
the longer it takes before the dehumidification process is commenced. In
practice, it can be difficult for the insurance companies to retrieve enough ap-
praisers to assess the damage in the larger cities after a heavy cloudburst. Also,
the demand for skilled workers can be very heavy. Thus, heavy cloudburst may
entail a positive socioeconomic gain due to the rise in number of jobs in con-
nection with the repair works.

6.1.7. Varying coverage in the Nordic countries

There may be many reasons for the varying coverage in the Nordic countries.
The geographical and hydrological differences are probably some of the main
reasons. Coverage also depends on the action taken by the party responsible
for handling the water damage. Added to these are the countries’ history and
different traditions. Again, we see great variation in the Nordic countries.
There is a rapid development of insurance products these years due to the in-
crease in water damage. An increasing number of insurance companies offer
e.g. a widened cover for water damage on the house insurance policy. Some



insurance companies in Denmark offer a discount to their customers, if they for
example install a backwater valve or perform other damage preventing measures.

6.1.8. Solidarity - how to share the risks

The development in the number of water damage claims gives rise to a debate
about solidarity. Who shall, and who should pay for the water damage? Is it the
state, the municipality, the home owners, insurance companies or others? In
practice, it is often difficult to place the responsibility for a specific water da-
mage claim - especially if the case involves competing causes of damage.

The tendency in Denmark and Norway is moving towards more micro rating,
meaning evaluating the risk based on individual risk and situations. This tenden-
cy is yet not seen in Finland and Sweden. In brief, micro rating implies that the
insurance companies to a larger extent calculate the premium for the individual
policyholder based on his or her risk. This entails that some policyholders will
see an increase in insurance premium.

After the heavy floods of 2010 and 2011, many companies in Denmark introdu-
ced cover restrictions in basements and, in certain cases, technical demands.
Restriction of cover for future events, unless certain changes are made (mate-
rial, building methods) is also becoming a standard.

The insurance companies have to adapt to the new circumstances brought on
by climate change. Both the insurance companies and the home owners are
interested in preventing water damage, if possible, and the insurance industry

is ready to enter into dialogue with home owners who invest in climate adap-
tation of their homes. Preventative measures is the best and cheapest solution
for all parties, and this also spares the home owners the great personal costs
associated with cleaning and with water damage to furniture, clothes, heirlooms
and similar property with sentimental value, which for obvious reasons cannot
always be financially compensated.

6.1.9. ”’Insurability” - Not everything can be insured

The companies’ condition for cover is - as it has always been - that the claim
arises out of a socalled insurable event. This means events during which it can-
not be predicted who will suffer the damage or where it will occur.

The insurance industry is - especially in Denmark - focusing on the problem of
private homes for which it is no longer possible - or will not be possible in the
near future - to take out an insurance policy against water damage caused by rain
water. The reason for this is that it is no longer a question of whether these houses
will be subject to greater water damage in the future - it is a question of when.

Thus, the problem is the location of the houses when it is raining heavily and
perhaps during a longer period of time. A house which is not located in a very
exposed area today may be so in the near future, for instance because the road
in front of the house is angled differently or is fortified with tiles etc. Add to this
the problems that may arise out of a new type of house that is damaged becau-
se the water is held back in a wrong way on the property, and the house may
find itself on "shaky ground”, entailing serious settlement damage.

In April 2013, a partnership between the Danish Insurance Association and the
Minister of the Environment was introduced. The partnership is focusing on fin-
ding a solution for the houses mentioned above. The partners have also paid for
the development of a hydrological altitude model, which helps municipalities in

The tendency in
Denmark and Norway is
moving towards more
micro rating. This is a
risk evalution based
more on the individual
risk situation.

In the future some
homes will be
uninsurable due to
cloudbursts.



making better climate decisions. The model will be available to the public during
the autumn 2013 and by use of the model you can see which way the water will
run in case of heavy cloudburst.

Furthermore, the partnership will focus on communication with the citizen and
work on developing better tools for the municipalities in order for them to be
able to create better solutions in their climate adaptation process. The partners-
hip will also focus on how the companies can create better prices on insurance
products when the home owner climate adapts the house. But the actions of
the Danish Insurance Association are limited in this matter because of the Da-
nish Competition Act.

The above has not been subject to debate to the same extent in Finland and
Sweden. This could be due to the fact that the responsibility to tackle the pro-
blem is considered to lie with the municipalities and that insurance coverage for
water damage is still available for all.

The Norwegian trade association has developed a brochure to all home owners
on how to prevent water damage and what to do if water enters the house. This
brochure is created in cooperation between the National Federation of Home
Owners and Norwegian Water BA (In Norwegian: Norsk Vann BA), a national
association of water and wastewater works. Furthermore, Finance Norway is co-
operating with these associations and also The Norwegian Association of Local
and Regional Authorities (KS) in order to convince the Government/the Nor-
wegian Ministry of the Environment to put more focus on water damage claims
and to look at the laws and liability for such damage.

This process has convinced the Government to appoint a law committee to look
into this issue.

6.2. Liability and legal basis

The clear trend is that insurance compensation for water claims due to the
changed climate in the form of more frequent and more severe rainfalls are
escalating.

It seems common for all the Nordic countries that the regulation on water da-
mage is spread out on several acts (financial issues/ownership, environmental/
pollution issues, water and sewage, waste water issues, urban flooding issues
etc.).

The regulation on liability is fragmented and unclear.

From a financial, preventive and climate change aspect, overall expenses to
the society such as insurance claim payouts stemming from urban flooding, are
massive in comparison with Act and God happenings like flooding and landsli-
des.

Norway and Denmark have established insurance pool systems regulated by

law - although somewhat differing - for natural perils. There are no preventive
measures in the mandate of these pools. In Denmark, however, with effect from
1 October 2012, a registration scheme has been introduced, which entails that
storm surge damage resulting in coverage from the storm surge scheme (storm-

The increasing number
of water damage
triggers changes in the
insurance contracts and
arise in the insurance
premiums.



flodsordningen) is registered in the publicly accessible Danish building and
residence registry (BBR-registret /Bygnings- og Boligregistret). At the same
time, a "stairway model” has been introduced in the storm surge scheme, which
entails that upon each payment from the storm surge scheme, the policy excess
is increased.

Sweden and Finland have no such law/pool-systems - these natural perils are
in most cases covered by the individual insurance company operating in the
country.

6.2.1. Legal liability for municipalities or the waste water utilities

This chapter will briefly outline how a flooding incident which has caused dama-
ge covered by an insurance, may be handled in terms of determining whether

a recourse claim can be filed against the municipality and or the waste water
utility for the loss incurred by the insurance company. It is assumed that a claim
covered by an insurance company will be filed by the claimant and that the
insurance company as a consequence has suffered or will suffer a financial loss,
which the company may seek reimbursed by the liable party (the municipality
or a waste water utility).

The liability regulations on damage caused by water (between the home ow-
ner and the municipalities) varies between the Nordic countries. In Norway
and Denmark, municipalities are almost immune as regards damage caused by
undersized pipes. In Norway, however, a new supreme court case from October
2011 has defined that liability for damage due to lack of maintenance on the
pipes is based on strict liability for the municipalities.

Legal liability for municipalities or the waste water utilities
in case of faulty dimensioning of pipes:

Denmark

A waste water utility (which is normally owned by the municipalities) is basically
responsible for its waster water plant being correctly and safely designed so
that it does not cause flooding. It is not possible to require that a waster water
plant must be designed so that flooding is prevented under all conceivable cir-
cumstances. But if the planning of the waster water plant is flawed, so that it is
not designed according to standard requirements, and if this should have been
realised based on the knowledge available at the time of the planning, then the
waster water utility may be liable for any damage caused. Liability is culpa.

Sweden

Due to the Water services act (2006:412) the municipality or the company
owned by the municipality has the responsibility to ensure that water pipe
construction is correctly dimensioned and accurately runned and maintained so
that safety is preserved. The dimension of pipes should be suitable to its pur-
pose and take the risk of flooding into consideration.

Norway

The law regulating the liability for damage is based on strict liability for the mu-
nicipalities. However, the Supreme Court (in a case from 2007 - Rt. 2007 s. 431)
ruled that the law was not mandatory and gave the municipalities the right to
insert a clause (in the conditions towards the home owner) basing the liability



on negligence. Due to this fact, the municipalities have various types of liability
conditions towards the home owner today.

Finland

The basic principle is that the pipes are the owner’s responsibility within the
boundaries of the property. The pipes outside these boundaries are the respon-
sibility of the municipality. Possible compensation from the municipality can be
claimed based on the Damages Act (412/1974) and the Land Use and Building
Act (132/1999). It can often be difficult for the property owner to prove that
liability for the damage lies with the municipality.

Legal liability for municipalities or the waste water utilities
in case of neglected pipes:

Denmark

If a flood is caused due to lack of maintenance etc., the insurance company may
also file a claim against the municipality. In this connection, it is of vital im-
portance that the waster water utility is in charge of for both mainte-nance and
supervision of the plant. Liability is culpa.

Municipalities are also liable for damage caused by ruptured pipelines due to
defects in materials. In practice, there is a tendency to make the municipality
strictly liable for flooding due to ruptured pipelines.

Sweden

The municipality or the municipality’s company is responsible for the water
services and for the dimensioning and the maintenance of the pipes. Liability is
nearly strict, if a breach of responsibility can be established.

Norway

The law regulating this form of liability is the same as on “faulty dimensioning”,
meaning strict liability for the municipalities. And here the Supreme court (in a
case from 2011 - Rt-2011-1304) has followed the wording on the law.

The legal challenge is now how to interpret the wording in the law which states
strict liability for “inefficient maintenance”.

Finland

The basic principle is stated in the above section and again compensation may
be sought based on the Damages Act of the Land Use and Building Act. There

are no standards as to what is considered adequate maintenance of pipes. Also
pipes are upgraded only when there is some reason to do this, i.e. there are no

rules to systematically improve the situation.

Legal liability for municipalities or the waste water utilities
in case of lack of contingency plans concerning heavy rain:

Denmark

Under the emergency response legislation, the municipalities have a basic re-
sponsibility to appoint an emergency response unit which is able to take effecti-
ve action against personal injury and damage to property and environment due
to accidents and disasters, including natural disasters. A municipality’s failure to



comply with its obligation may render it liable if erroneous circumstances are
present.

Sweden

The municipalities have a responsibility in connection with the construction of
buldings under the Planning- and Building act and they should not approve new
buildings in areas where there is risk of damage to individuals and property.
Wrong decisions could lead to liability to compensate damage.

Norway

The laws regulating the liability in Norway is similar to what you find in Den-
mark. In recent years, the municipalities have been subject to strict legal obli-
gations to have a clear understanding of the risk for natural perils. They must
create plans on how to meet the climate changes. Such plans are created
through analyses of risks and vulnerability in areas. The question, also on a legal
base, is in what degree they are to have mechanisms and tools to plan for future
changes and consequences of the new climate. The legal liability is mainly ba-
sed on negligence.

Due to the legal uncertainty, lobbying, the political pressure and increase in con-
flicts and damages in this area, the government has (in May 2013) decided to
set up a public working committee to review all the laws regulating urban storm
water and sewage backup.

Finland

The state does not take responsibility for advance planning, which means it has
been left to the municipalities. There are no clear rules on what this planning
should entail and therefore the municipalities have until 2015 to have such plans
in place. Until that time, it might be difficult for claimants to present a claim for
compensation towards the municipalities.

6.3. Climate adaptation and activities

To be able to provide insurance cover for loss that will occur due to climate
change, it is important that the insurance companies play an active part in fin-
ding solutions in connection with reduction of the damage and adaptation for
future events.

The largest impact from climate change on the Nordic countries will be flooding
from severe hard rains, rain over several days and higher sea levels. It is impor-
tant that these effects are maintained, so that the insurance companies have a
possibility to still cover the claims and provide the insured with safe and sound
cover.

The Nordic insurance associations have been seeking cooperation with the gov-
ernments, counties, municipalities and other stakeholders regarding the above.
Therefore, the Nordic insurance associations frequently participate in confe-
rences, where delegates speak of the need for better adaptation to be able to
insure climate related damage in the future.

The Nordic insurance associations also participate in the climate work on a
European level through the activities in the European association “Insurance
Europe” in Brussels.



Each country has developed different climate initiatives which is mentioned in
the section below.

Denmark

Downpour projects

In cooperation with the insurance companies and the Technical University of
Denmark (DTU), the Danish Insurance Association has completed a “downpour”
project in Risskov, Aarhus. The insurance companies have contributed know-
ledge about how flooding damage has occurred during the past 6 years in the
municipality of Aarhus and the amounts paid in compensation. The result is a
validated risk flooding map, which makes it easier for the municipality to make
the right socio-economic decisions about investments in infrastructure etc.

A similar “downpour” project has been initiated with the municipalities of Co-
penhagen and Frederiksberg cf. page 8. The results have not yet been made
public but the initial report indicates that the results has an enormous effect on
the municipalities future climate adaption and climate plans, see paragraph 5.1.2.

In 2013, another 33 municipalities have entered the “downpour project” and
they have got data from the 8 biggest non life insurance companies in Denmark.
The purpose of the project is to make claims data available for the municipali-
ties, so that they may use it in the decision making process regarding where to
initiate climate adaptation solutions. All municipalities in Denmark have to make
climate adaption plans that can be send out to public hearing before the end of
November 2013. Without claims data, it can be a challenge for the municipalities
to assess where the greatest flooding risks are - since the theoretical models
will always be subject to some uncertainty. The "Downpour project” in Denmark
is an example of how valuable the insurance companies’ knowledge has proven
to be to the authorities.

The green areas indicate the municipalities that have entered into an agreement
with the Danish Insurance Association about use of insurance data in their cli-
mate plans. There is a very big focus on confidentiality and data security e.g. all
data must be deleted after the ending of the project.

The 35 municipalities which participate represent 46.1 % of the entire population

of Denmark.




Insurance weather www.forsikringsvejret.dk

In cooperation with the Danish meteorological institute "DMI” and the consul-
ting engineers and planners at the company COWI, the insurance industry has
developed the weather service ”insurance weather” (www.forsikringvejret.dk).
When cloudburst, storm and lightning strike Denmark, all citizens can keep
themselves updated hour by hour - with an accuracy of one square kilometer -
on how and when the rough weather has been causing havoc.

The site offers a 48 hour weather forecast with the option of receiving an SMS
message warning about rough weather on any given address, so that the home
owner or the farmer etc. may have time to take the necessary precautions.

The claims handler in the insurance company also has access to exactly the
same weather data etc. as the claimant. Forsikringsvejret.dk is, as far as it is
known, the only service of its kind in the world. Development and operation is
paid by the insurance industry.

Wheather app. Husets VejrAlarm

The DIA has developed an app for mobile phones that warns municipalities and Hisets Veir A ame

individuals about the risk of heavy rain or storm on their specific property. This

is combined with i.a. sound advice on prevention and ideas for the home owners
Bliv advaret, nér

skybrud eller
storm truer
DIT HUS

if the damage has occurred. So far, more than 8000 persons have downloaded
the app.

The Danish Insurance Association will continue to develop the app. The Danish
Insurance Association has paid for the development, but expects to offer the
municipalities free use of all the information, so that they may develop their own
municipality app for the citizens containing targeted local information.

Scan koden og fa en gratis app.

Norway

Climate adapted buildings and better planning in Norway

The Norwegian insurance companies participate in a governmental project cal-
led the Cities of the Future, in collaboration with the Government and the 13
largest cities (municipalities) in Norway. As a member, you commit yourself to
work actively on reducing greenhouse gas emissions and share ideas, projects
and results on how to meet the new challenges due to climate change.

Testing the usefulness of insurance claims data

In Norway- Fi