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Case study 1SouthEast Asi¥ a! LILX e Ay 3 &Sl azyl ft
climate forecasting andnnovative insurance

solutions(Willis Ltd) to climate risk management |
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best practicegnd insurance product$o shield
smallholder farmers and businesses engaged in cof

sugar, rice, cassava, rubber, and grazing across the® —
agricultural value chain from physical and financial _
disaster associated with climate variability and change

in SE Asia.

w The project will prepare smallholders, national :
governments and agricultural businesses for these |
climate risks by researching, developing and '
Implementing improved crop specific climate risk
management systems, training tools and relevant
(weatherd 8 SR AYRSEO AY & dzNI

w USQ/WMO/MWillis/CIAT (Includes CCAFS/CGIAR) H.



Outputs:

w Insurance products (e.g. indedased insurance) developed to
assist smallholders and businesses across the agricultural val
chain, including easyo-access insurance products;

w Enhanced decisieaupport tools involving integrated
climate/agricultural/hydrological models developed especiall
to assist smallholder farming systems decisions;

AN

w Integrated extreme climate risk modelling with insurance
models and which link with and develop new associated
tailored insurance indekased products..

in-kind to develop brokerage arrangements eground |n
order to develop appropriate insurance products.

w Willis Ltd will facilitate joint workshops and meetings at Willis
Ltd, London, regarding risk management research conductec
in this project. The irkind contribution will include the salary
level of Willis Ltd staff g meteorologists and actuarial staff) Willis Ltd., Lime
(Julian Roberts: Head of Global Weather Risks). Street, London

w Total project volume&13,516,993; BMUBe7,980,445



What attracted Willis Ltd?The development of targeted agricultursibecific
seasonalo-yearly climate forecast outputs, including aspects related to extreme
seasonal conditiondpcused on the needs of smallholders, rural businesses, exporters,
environmental managers, community, governments, and especially insurance
institutions.

Delivering:
w improved data collection network coverage in the region;

w improved seasonal climate forecasting system targeted for the needs of decision
makers;

w Organizational and technical capacity building systems for local key stakeholders;

w An enabling legal and regulatory framework for climate risk; insurance and, re
insurance

w Involvement of WMO/CAgM.
w National funding from the German Government.

w Systems relevant to global reinsurance markets and innovative insurance systems
linked to an enhanced understanding of extreme climate risks.
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Client Service

View our solutions by

Related Solutions
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Leisure
Sports Entertainment

Willis on Risk

Home | Client & Carrier Tools | Contact Us

Offices Worldwide

About Willis Investors

WEATHER RISK

Traditional insurance offers protection against events such as floods and storms, but
in the UK and in Europe there is not yet a wide use of protection against the effects
of seasonal weather patterns such as temperature, rainfall or sunshine, However,
these factors can have a major influence on corporate results and many firms
publicly acknowledge this. As weather hedging becomes more commonplace,

Blanion th wether lts will | .

Weather derivatives or insurance generally provide volumetric hedge protection
against a reduction in sales volumes, rather than profit. Companies interested in
such protection therefore generally have a good correlation between their volumes
and a weather index. The index used is most commeonly temperature, but rainfall,
sunshine, wind speed, or other measure may also be used.

Careers

Willis is one of the pioneers of weather risk hedging. In the US, we have led the
development of the business, with clients including industrial companies, utilities,
insurers and energy traders.

We can advise organisations on all aspects of managing their weather risk, from
determining and evaluating exposure, up to and including advice on trading in the
market. We can model and price derivatives and insurance programmes and have
access to extensive weather data and climatic research. The Willis team has already
transacted over 50 major weather deals worldwide Our particular strength is in
whole-season or multi-year deals.

]

Weather Risk Main Contacts

Australasia

Norman Trethewey
+61 8 9420 9229

International and United States
Julian Roberts

+44 (0)20 7558 9203

Claire Wilkinson

+44 (0) 20 3124 6014

Matthew James

+44 (D) 20 3124 8249

» All Weather Risk Contacts



Case Study 2.

Developing a more efficient muwperil crop insurance system for
Australian rural industry.

Reinsurance/insurance brokerage company (Willis Ltd. Australia) seeks
to develop a more efficient crop insurance program where the main
insurer (Latevo P/L) has improved knowledge of seasonal to decadal
climate risk and the value of seasonal climate forecasting to its industry.

Leveraginghe Australian Research Council (ARC), that supports industn
led research.
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How Certainty Insurance Works
n— b oy e What about seasonal
1400000 | climate forecasting
o information?
1000000
500000 |
8 B Grain Revenue
$600,000
400000 B eyperces Key is
gy B Latevo policy payout Insure to
% ] Latevo premium cover
costs
CropIncome Expenses  Cropincome Expenses CropIncome  Expenses  CropIncome Expenses
\ / Latevo to
payout the
area
Developed by Australian farmers, Latevo How it works For example in the case of a bad year, when shaded in
International’s Certainty Insurance™ is based The aim in any business is to make a profit, you have experienced a severe frost or red

on a customised crop income protection
model to recover cropping costs when a

p m—

pbut to do so the first thing you must do is drought event and yourincome drops to
cover costs. If you do not cover cost you must $400,000 your claim would be to the value of

farmer has been hit by the devastating effects then draw on external funds to meet the $600,000.
of frost, flood, drought event or other shortfall and then find extra funds fo run the There are many advantages of having such a
designated perils. business moving forward. significant payout in years where income is
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Linkage Projects
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The Linksge Progects scheme provides funding to Eligile Crganssations %o support research and development (RAD) progcts wh @Levera $RC
ARC Research Cenfres Linkage Progects schame provides 3 {0 Eligile Organvsations fo support rese eveliopment [RAD) progcts which
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Proposas for funding under e Linkage Projects scheme must nclude 2t least one Parnes Organisaton. The Pariner Organisaiion
must maka 3 coafrdidion in cash andior m kind fo e project. The combined Pariner OrganisaSion conirbutions for 3 Proposa (1 e
Lkage Leamed Academies the tofei af the cash and in-kind contribufions of the Pariner Crganisabions) must atleast match the fotal funding requested from the
Soecial Proiecss ARC

enal Research intigives g the Linksge Projects scheme e o

Res=arch H:ghbght support ihe miliziion andior development of Jong-81m S ool anances between higher educalion organisations and
ofher organisabions, nchading nndustry and end-users, n order 1 apply advanced inowiedge 1o probiems and'or 10 provide
Sunfower peotein 'scssors’ Diovide oggoriunies to obian national economic, social or culural benefiis
sunny news for medicine buald the scale and focus of research i the research priorly areas
peovide opportuniees for researchers to pursue ntemationaly compefiive research i colaboration wih organisatons cutside the
higher education sector, {argeling those who have demonsiraied 2 clear commiment to high-qualily research
encourage grow of a naSonal pool of worid-class researchers to meet hiz needs of the roader Agsrakan mnovation system

Apgiicanis should familianse themsebies with the relevant Funding Rufes and Funding Agreemenis. Grants from the ARC are made io
prganizzhons. not ndividual researchers or research izams. The Funding Rules contain e Ist of Elgibie Organisaions
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Agricultural Drought Forecasting and Recovery T

2 A=A

Drought preparedness scenario planning

Productivity and income forecasting
Climate preparedness and Diagnostic tool for improved decision making

ool

Design a
solution system

Size of family
(schooling requirement)

House and other

Non-agri income
(service, business)

assets value

Non agri-investment

N

Trajectory
Scenarios

Insurance,
super etc

W

Wealth status

Wealth Creation Scenarios (Open

(share, houses)

Agri-investment
(tractor, additional

Value/ SupphChain

Source)XDigital Updates/Alerts)

0

—

Interactivity (Open Sourge

Agriculture and livestock

farm land etc)

income

T

Climate: historical, real-time and

seasonal weather/climate

N NG
Modelling: Potential crop
yield prediction (regional/

field /farm-level)
(APSIM, WhopperCropper
and others)

Modelling Potential pasture
and live weight prediction
(regional/ field/ farm/
animal-level)(GRASP and
others)

T

Soil water conditions (field
/farm / regional)

/]\

Soil types data (field /farm /
regional)

T

Other data (field /farm /
regional)

\

forecasts at regional/farm/field
level

(Drought, floods, frost, heatwave

v

Economic/financial analysis
Anticipate problems and
opportunities and optimise

| /

response (what if; economic
value of additional
irrigation/nitrogen/disease
control etc)
(regional/ field/ farm-level)

\

N

Cropl/livestock expected
prices (farmgate/ national/
international)

l

Insurance
(Yield Protection, revenue
protection, input protection)

l

Hedge funds and weather
derivatives

UNIVERSITY
OF SOUTHERN
QUEENSLAND

Produced and owned by ICACS
and Agrihive Pty Ltd




Case Study d3mproving the physical understanding, numerical simulation
and forecasts of severe storms and precipitation events over major
Australian cities

| LINBLRAlE F2NJ FdzyRAy3 dzy RSNJ G KS
DN} yi {OKSYSQ

Dr Stepherteims Monash University, Victoria
Professor Roger Stone, University of Southern Queensland.
The Suncorp Insurance Group

iThe central objective of this research is to emplayide range of field@bservations to better understand 1
physical processes, synoptic environment alwhatology of severe storms and precipitation events acros:
heavily populated regions of AustraliaThis understanding will then be used to evaluate and improve presel
numerical simulations of such storm$he combination of improved physicahderstanding and numerici
simulationswilpr ovi de t he basis for i mproving the forec




Key points (Willis Ltd):
w Utilise inkind and otherwise small financial support from insurance or

reinsurance/brokerage agencies to enhance larger competitive funding
opportunities (egIKl, ARC, CRC) as the main leverage process.

w Make insurance agencies aware of climate risk issues and the causes of
volatility €gENSO).

w Investigate usin@rokerage Insurancand linking to multperil crop/farm
Insurance égLatevo P/L) which conducts ayBar audit on the farming
enterprise: which the landholder pays for).
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w Key aspect is for theesearch agencies to provide or suggest a solution to
the financing of insurance products for drougbt multi-peril crop
Insurance protection.

w ldentify the means an insurance or reinsurance agency can commercialis
the outcomes
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