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A RANGE of challenges means that under-
wiiters must take a stemer litie on pricing,
ing o a leading personality in the
+ wiites James Brewer.

Restmmg underwriting. discipline is
essential if the' current soft market cycle is
ta flatten ont, said AXA Corporare Solu-
tions chief executive Jean-Pauil Rignanlt.

Speaking at the/close/of a seminat in

Bristol for clients and brokers amranged by

the UK branch of the company, Mr R]g—
nauli said: “Clearly, we would like ta avoid
a sudden and tough wake-up situation as;
happened in:2000-2002, with another very'
hard market cycle.

“Stahle and adequate rares will help

EVEryoIne; not Just undenmt:ars but Lhems.
and brokers too

An T 2ult said the sub-prime mort-
gage financial risis in the US was'a ‘free
AT insurers, being a clear
reminder for those still motivated by cash-
flow: underwutmg

Some ipsurers' godd performance pver

ithe past two years: was achieved through
‘substantial reserve: ‘releases, and thig
could niot happen every year. He said the
US “plague” of class actions was €oming 1o

Europe, wimessed by the planned intro-
duction ofisuch suits in France. Such
Lhanges should ‘affect the adequate pric
ing aflnngta.ﬂ liability exposures.

Aninitial ‘consequence of the planned
Solvency IT regime would be anincrease
in the:capital required to mn the same
business, even in highly-diversified insur
‘amce groups, but capital is a scarce
TESoUrce:

Climate change will manifest itself
through instances such: as the.recent UK
floods, and pricinglhas to take thisévolii-
tion into consideration.

Mr Rignault argued that insurance
companies were: no mvestmg ermugh in
research auc.] (

Resea.rch_l'und by AXA Gmup chzef exect-
tive'Henri. de Castriés to help ensure that

funding is available to pursue high-qual-
ity, independent academic tesearch.
This €100n1 ($147m) fund will be

chaired by Erza Suleiman, professor of

political seience at Priniceton University in
the US and an independent director of the
AXA'supervisory board,

Mz Bignault tinderlined the aim of AXA
Corporate Solutions to expand its opera-
tions worldwide, as well -as:all lines:of
business within the: framework of Ambi-
fion 2012 (a doubling of tevenue and 4 tri-
ling of income from 2004 figures)|

' He forecasts: expansion beyond the UK
and Burope, into the US, China, India,

‘Vietnam, Korea; Ukraine and Foland.

Colour code approach
to risk management

James Brewer

ASINGLE sheet 6f A4 paper with colour-
coded bar charts is; being used to give a
critical insight into /the risk management
issues even at'some of the higgést corpo-
mations,

One of thie powerful creanisations bas-
ing widespread amalysis of its operafions
on thisideceptively simple: systemn is the
Danish national oil company Dong, and
similar reports are being studied hard in
other leading boardroonis,

‘Since 2004, many, 'c_:qrninl_éi@ﬁial-_ custom-
ers, underwriters and insurance brokers
have been' using the software-based Key
Hisk Ranking Tndicator System! develapeﬂ
'by Charles Tav!or Technical — partiof the
Charles Taylor insurance SEeIvVices group —
ivhich is widely recognised as @ leader in
areas including marine, construction;
energy and-aviation.

Originally developed for the onshore
ail, gas and petrochemical sectors; the
KRRIS: system has just been telaunched
and: adaptedw the needs of severdl more
industries:

New ways of assessing the risks ivmajot
hazard locations are heing horne of indns-
Y- -wide lessons from disasters such as
Piper Alpha — ascribed to!failures in the

control of maintenance and managemerit
systems,

While Piper Alpha, Philips Pasadena
and mwore recently the Texas: Civy refinery
are niotable examples, there areniimerpus
cases which do mot make the headlines
but still result in major financial lnss,

KRRIS‘aims, to identify trouble hat lies
ahead, pinpointing areas that need urgent
artention; says/ Charles Taylor Technical
sk éngine consultarit Doug Scott.

The servi based on a checklist of
more than' 130: risk factors, from earth-
guake to mdre mundane but critical (con-
cerns ‘such as process and fire hazards;,
language and communication, shift
thangesver, maintenance planning, and
fire equipment and foam.

The system summarises risk informa-
tioni' on to a sheet of with celour-coded
graphi
where the main exposures lie in,

re;finery, offshore facility; power sia cm
consiruction project' oramanufacturing

plam OT'A0ross'a group:

personmnel. Reportsibased on'the KRRIS
format were praduced for each site; allow-
ing comparisoniacross:all the locations.

| 'Ieparts generated recominenda-

so that clients/can see at a gianse.

At-Dong, the process consisted of short

» each lacation and: meeting key disaster rectm_éry issues and emergen

iwhich formed the basis of a risk

imanagement plan to develop what were
‘seen as cosi-effective, practical risk
Amprovements: This thelped the firm 1o
‘determine which! issues were bestdealt
‘Wwith corporately and which ones to
-address at a local level.

“The KRRIS analysis gave us a risk man-
agement overview on issues such as fixed
fire protection, procedires and conuols-_

‘ager Jesper. ang Aol

“iAtthe same tme we got arobusi plat
form for ‘future decisions on where and
haw to pricritise our effort — a process

Making headlines: BP's Texas City refinery suffered huge financial loss.

AR
that would otherwise have taken much
maore fime and effort”

New features'include ‘leading indica-

tors” to identify the onset of conditions

that could lead to. a: major incident-
The:one-page approach miakes it possi-
ble to See where the main exposures lig,
but managers can dig into’the: derailed
data as rhey need. )
Al banchmm:k‘mg storecard startsat zeto
(poor) and ranges to/four {sound):

Several bespoke versions have been!

developed by Charles Taylor for clients.

See the website www krris.com for further

details.

service for

contracts in
hot demand

ANQTHER step has been taken tow:
eliminating the:‘deal now, detail la
culture that has Tong dominated the'I
don insurance market,

Many reinsurance contracis were: I
with the terms and legal scope’ of
agreement being agreed upon sey
months later.

Gity lawfirm Reynolds Porter Cham
lain has heen: wirining support for its 1
ReWord mtemet service, that

ce contracts and. that ident
legal tisks.

ReWord is believed to De the first s
ice that a]]ows reinsurers 1o make 4
tematic review: and comparison of
clauses ina/contract and to;obtdin relz
legal commentary. -

Launched ar iheend 'of 2006, ReWor
alteady being used by sonie ofithe lan
Teinsurers, including, most recently, (
cier Re:and Hiscox.

The lawfirm says that the cost savi
0 [ElnSurers are significant in Hme say
the avoidance of UNNECEssary hugau
and assisting pricing of Ti

Simen Kilgour: a parmer in the fi

said: “Alihough the service is mew, rein:

te quickly seeing the benefits o

'especlaﬂy in terms.of finalising contrs

in'a'short panod of imeswhich'i is a ne

the: flnanl
regulator, Lhe Financial Ivices Assp
tion, o _a'hu.-tfe \contract certainty me

that all terms in insurance and reins
-ance contracts have to be clear and tine

biguptis hefore the inception ofthe re

‘Surance perind.
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