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Compre fulfils Lloyd’s ambitions 
with syndicate launch

Legacy specialist unveils syndicate along with Apollo deal

Marc Jones
News editor

Specialist legacy group Compre 
has launched Lloyd’s legacy syn-
dicate 1994 and unveiled its first 
Lloyd’s transaction.

Under the terms of the transaction 
the syndicate will carry out the reinsur-
ance-to-close (RITC) of Apollo syndicate 
1969’s 2017 and earlier years of account, 
plus the transfer of around $125m of re-
serves to syndicate 1994.

In addition, Compre has entered into 
a strategic partnership with Apollo Syn-
dicate Management to manage syndi-
cate 1994 and to work with Compre to 
build its Lloyd’s legacy platform.

Compre chief executive, Will Bridger, 
said: “I am delighted to announce yet 
another milestone for Compre with the 
launch of our partnership with Apol-
lo, our new Lloyd’s syndicate 1994 and 
our first Lloyd’s RITC transaction. This 
transaction fulfills a long-held ambition 
of Compre, which ideally positions us to 
undertake further transactions and par-
ticipate in the Lloyd’s legacy market.”

Apollo said the new syndicate will 
target mid-market portfolios within the 
growing Lloyd’s legacy space.

Compre confirmed syndicate 1994 
has received approval from the Council 
of Lloyd’s and will have the ability to 

execute the full range of legacy transac-
tions at Lloyd’s.

Rob Margetts, head of Lloyd’s at 
Compre, will lead the legacy acquir-
er’s Lloyd’s operations. Mark Lawson, 
group actuarial director at Compre, 
will be the active underwriter and syn-
dicate run-off manager for syndicate 
1994, while maintaining his role as 
Compre group actuary.

The past half-year has been a busy 
one for Compre. In September 2020 it 
announced plans for a capital raise and 
said it was seeking to build its business 
in the US and the Lloyd’s legacy market.

These plans are now being realised. 
In October it carried out its first US 
transaction, a ground-up loss portfolio 
transfer, and it has now launched syn-
dicate 1994.

Corant appoints Beard as 
executive director
Corant Global, previously known as 
BGC Insurance, has appointed Steven 
Beard as executive director, writes  
Lorenzo Spoerry.

Beard was most recently chief ex-
ecutive of broking group RFIB. Before 
joining RFIB in 2017, Beard was chief 
executive of Agilisys, an IT and business 
services company.

In the new role, Beard will have 
wide-ranging responsibility across the 
group, with functions including finance, 
operations, IT, infrastructure and digi-
tal reporting to him.

Steve Hearn, Corant’s chief executive, 
said Beard’s appointment “is a clear 
demonstration of our continued invest-
ment in building Corant’s tech-enabled 
multi-channel platform”.

“He has an established and impres-
sive industry reputation and he will 
play a significant role in driving change, 

fostering innovation and enabling sus-
tainable growth for the benefit of our 
clients and colleagues,” Hearn added.

Compre has set up Lloyd’s legacy 
syndicate 1994

Lenscap Photography/Shutterstock.com

Steven Beard says 
joining Corant 
is ‘an exciting 
proposition 
and where my 
experience is 
best served’
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P&I renewal ‘not genuine hard 
market despite higher pricing’
Two top marine insurance brokers offer differing assessments on whether owners are caving 
in to club rate hikes, as P&I year enters final week

David Osler
Lloyd’s List

The ongoing protection 
and indemnity (P&I) re-
newal round cannot be 
characterised as a genu-

ine hard market, despite appar-
ently determined efforts by most 
clubs to secure premium increas-
es in the order of 5% to 10%, ac-
cording to a top broker.

The comments from Mark 
Cracknell, managing director of 
the marine and cargo division at 
Marsh JLT Specialty, cut across 
received wisdom on the subject, 
with most rival brokers and club 
chief executives seemingly happy 
to use the term.

Cracknell, speaking in a recent 
telephone interview, agreed In-
ternational Group affiliates were 
trying to push rates up in a more 
concerted way than seen in recent 
years. However, in the run-up to 
the February 20 annual deadline, 
clubs are meeting with varying de-
grees of success and not all are get-
ting what they ask for, he insisted.

But Stephen Hawke, managing 
director of P&I broker PL Ferrari 
& Co, offered a different perspec-
tive. For the first time in years, 
general increases have meant 

general increases rather than an 
arbitrary starting point for nego-
tiation, he said.

Pressure for rate hikes has been 
generated by the coronavirus pan-
demic, volatile investment returns 
and increasing strains on the Inter-
national Group pool, which hit an 
all-time high at the halfway mark 
and is almost certain to break the 
half a billion dollar barrier once 
all the claims are in.

As a result of such factors, the 
spectrum of 2020/21 P&I premium 
rises runs from 5% at Shipowners, 
Steamship and the American Club 
to 7.5% at West and 10% at Stan-
dard, London, the UK Club, Japan 
Club, Swedish Club and North.

Two clubs have said they will 
seek additional premiums via 
ship-by-ship pricing, with Gard 
aiming between 2.5% and 5%. Bri-
tannia is seeking high single digits 
in terms of percentage points.

Pressure has also been coming 
from rating agencies, not least 
S&P Global Ratings, which over 
the past year has put four A-rat-

ed clubs on negative outlook, and 
from capital requirements im-
posed by regulatory agencies.

On top of the general increases, 
clubs are also imposing penalty 
increases on owners with safety 
records deemed poor, with some 
facing bills up to 20% higher than 
last year for a type of cover that is 
a prerequisite for most port calls.

But just because a club has an-
nounced its intention to impose a 
specific level of general increase, 
that does not make the matter a 
done deal, Cracknell maintained. 
There is still negotiation to be con-
ducted and that is a broker’s job. 
“We’ve had various underwriters 
characterise this as a hard mar-
ket. We’ve pointed out this P&I 
market doesn’t have any of the 
characteristics of a hard market,” 
Cracknell said.

“A hard market is usually de-
fined as one where reduced capac-
ity pushes prices up and that’s not 
the case with P&I at the minute. 
Capacity is elastic to the extent 
that it is required and people are 

still competing very aggressively 
for new business,” he added.

Even the strains on the pool do 
not justify big increases, as addi-
tional payments should be met 
from investment returns, which 
are likely to remain strong, barring 
any unforeseen market events.

Marsh itself has a large mixed 
book of business including owners 
with both good and bad records, 
making it impossible to specify the 
average rate actually achieved.

Cracknell is no stranger to in-
dustry controversy, and is noted 
in particular for his advocacy of 
consolidation in the P&I sector.

In a report published by Marsh 
in 2019, he argued the 13 clubs 
that make up the International 
Group should reorganise them-
selves to no more than eight, 
enabling more efficient use of 
capital and thus lower pricing.

Hawke took a different view, 
contending clubs are now better 
positioned to specify how much 
more money they want. In partic-
ular, underwriters no longer have 
as much flexibility to cut deals.

With everybody looking for 
more money, it is pretty much 
pointless to think about chang-
ing clubs on cost grounds alone, 
he said. “One of the functions of a 
hard market is clubs take the view 
that if an owner isn’t prepared the 
requisite renewal increase or pen-

alty increase, they can leave. It’s 
better for the club to have a poor- 
performing member somewhere 
else than take on those liabilities 
for the future at the wrong price.”

Brokers tend not to recommend 
changing clubs, except in extremis, 
and normally owners only change 
for service-related reasons, such 
as poor claims handling.

“Because renewal is the only 
time you can do that, it tends to fo-
cus things on renewal and there-
fore the pricing mechanism. But 
largely owners don’t change clubs 
because of the pricing, although 
they might be very unhappy 
about it. There’s probably wider 
unhappiness that underpins it,” 
Hawke said.

The current price hikes have 
been extensively trailed and so 
should not come as a shock to 
owners that have been following 
the market and have been proper-
ly advised, he added.

Numerous P&I club chief exec-
utives have justified higher rates 
recent interviews, with Ameri-
can Club’s Joe Hughes describing 
higher pricing as an “inescapable 
imperative” and Ståle Hansen, 
chief executive of Skuld, predict-
ing a new cycle of rate hardening.

This article first appeared in 
Lloyd’s List, a sister publication of 
Insurance Day

Zurich loses Covid-19 
BI coverage case
A Missouri court has ruled a restau-
rant’s Covid-19 business interrup-
tion claim was covered under a 
policy written by a Zurich Insur-
ance unit, writes David Freitas.

The court ruled the policy lan-
guage was “ambiguous” and the 
claim was covered.

Last year, Kansas-based barbe-
cue restaurant Ja-Del sued Zurich, 
and its brokers, on the grounds it 
had suffered “substantial loss of 
income and revenue”, as well as 

“direct physical losses” that should 
be covered under the policy.

The restaurant claimed Zurich 
American Insurance had added a 
“micro-organism exclusion” from 
a policy provision that was not ap-
plicable to the loss “as a reason for 
the denial”.

The court ruled the micro- 
organism in question did not re-
late to the section of the policy con-
cerning the business interruption 
claim, while Zurich claimed it did.

Court cases related to Covid-19 
business interruption claims have 
been rising in numbers, with most 
of the outcomes favourable to in-
surance companies.

Last year, Zurich was one of a 
group of eight insurers that filed 
a claim in the UK’s Supreme Court 
against a business interruption 
test case judgment.

Zurich did not respond to a re-
quest for comment in time for 
publication.

Price Forbes adds 
four to aviation team
Price Forbes has made four se-
nior additions to its growing 
global aviation practice, writes 
Lorenzo Spoerry.

Michael Moran and Gordon 
Middleton have joined as execu-
tive directors of aviation and Lee 
Dove as director of aviation.

David Sales will join as execu-
tive director of aerospace.

Sales was previously aerospace 
director at Ed, with responsibili-
ties for production and marketing 
worldwide, with a particular focus 

on North America and Europe.
Moran has held aviation lead-

ership roles at KM Dastur, Willis 
Towers Watson, HSBC and Marsh.

Middleton joins from Marsh, 
where he was a senior vice- 
president in the airline team.

Dove was previously vice- 
president at Marsh, where he 
worked in account management 
with major international airlines.

Price Forbes’ aviation practice 
has grown to include 22 team 
members since its launch in 2012.

‘We’ve had various underwriters characterise 
this as a hard market. We’ve pointed out 
this P&I market doesn’t have any of the 
characteristics of a hard market’

Mark Cracknell 
Marsh JLT Specialty
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Climate change is raising the 
ESG stakes for insurers
The climate aspect of ESG has 
become central to stakeholders’ 
concerns about the appetite 
of insurers to improve their 
governance structures and ability  
to build resilience to systemic risks

In 2020, environmental threats 
dominated issues on senior 
leaders’ agendas for the first 
time in the history of the 

World Economic Forum’s (WEF) 
global risk report.

Climate considerations, while 
naturally and closely aligned 
with the E of ESG (environmental, 
social, governance) approaches, 
will increasingly need to straddle 
insurers’ broader ESG thinking 
and policies.

The WEF report headline alone 
is a further sign, if one were need-
ed, that the global challenge of 
achieving a just and orderly tran-
sition to a low-carbon, climate- 
resilient economy dictates that 
climate considerations are pivotal 
to mainstream financial decision- 
making across the public and  
private sectors. 

And as climate change has shift-
ed from being seen as “society’s 
problem” or perhaps a moral is-

sue, financial services businesses 
(including insurers) have very 
quickly found themselves thrust 
into the role of corporate cata-
lysts for change as part of a wider  
ESG agenda. 

From the types of policies and 
sectors insurers underwrite, how 
they make investment returns, 
how resilient the business itself is 
to physical, transition and liability 
risks, how they assess and disclose 
climate risks, how they reward 
people and their attractiveness 
and fairness as an employer – all 
increasingly are viewed by stake-
holders through a climate lens 
and all are becoming crucial fac-
tors in the wider ESG rating an in-
surer can achieve.

Modelling scenarios
Views on how extreme weather 
events will change in a warmer 
world vary, depending on the type 
of event and its individual charac-
teristics. This is where modelling 
future climate scenarios using 
state-of-the-art scientific knowl-

edge can play a central role in 
strategic planning and risk man-
agement processes.

While a 2°C increase in tem-
perature may not seem import-
ant, it is worth bearing in mind 
that for the past 10,000 years it 
is the relative climate stability of 
+/-1°C that has, at least in part, 
been the foundation of our collec-
tive progress today: a climatically 
stable nursery for civilisations to 
grow. Beyond 2°C or even 1.5°C,  
according to a recent Inter-
governmental Panel on Climate 
Change report, we are going into 
uncharted territory, with increas-

ing risk of climate tipping points.
There has been a significant 

and rapid rise in concentrations 
of atmospheric carbon dioxide 
(CO2), especially since the 1970s, 
reaching levels unprecedented 
for at least 800,000 years, during 
which time we have been through 
many ice ages and warm periods. 
Palaeoclimatological evidence 
shows the last time CO2 concentra-
tions were this high was at least 
three million years ago.

CO2 is a greenhouse gas that acts 
like a thermal blanket around the 
Earth and it is getting thicker ev-
ery year. In response, our planet is 

Adhiraj Maitra and Gareth Sutcliffe
 Willis Towers Watson

There is a strong argument that 
companies that embrace ESG, 
including the climate aspects of it, 
will be better prepared for the likes 
of mandatory climate disclosures 
in due course and reap the 
financial and reputational benefits 
in the meantime

Dapitart/Shutterstock.com
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warming, sea levels are rising and 
weather patterns are changing. 
The rapid increase in CO2 takes 
time to exert these impacts on the 
planet, so the emissions produced 
already will continue to affect our 
climate for centuries to come. 
If we continue along a similar 
pathway – continuing to increase 
carbon emissions – global tem-
peratures could rise more than 
4°C by the end of the century and 
this has been quoted by some as 
leading to an uninsurable world.

If we are to keep global tem-
peratures to “well below 2°C” – 
the guardrail scientists view as 
important to reduce the risks of 
severe, irreversible and pervasive 
changes in our climate – we need 
to make substantial and sustained 
reductions in the rate of emissions 
and reach net zero.

Sticks and carrots 
What this all means is that if your 
senior executives have not been 
pressed about your company 
performance through a climate- 
focused ESG lens already, then 
rest assured it is coming and com-
ing soon. Indeed, it is likely that 
money will increasingly follow 
those companies with the highest 
proven ESG credentials, as recog-
nition of the systemic nature of is-
sues such as climate change and a 
plan to manage them increasingly 
become key indicators of appro-
priate risk management and in-
vestment worthiness.

Indeed, events that would have 
seemed unimaginable only a few 
years ago, such as the chairman 
and chief executive of BlackRock 
discussing climate risk and refer-
ring to a fundamental reshaping 
of finance, are now becoming the 
norm. In July last year BlackRock 
announced it had identified 244 
companies that were making in-
sufficient progress on climate 
risk. Among these, 53 had vot-
ing action taken against them 
on climate issues and 191 were 
warned they would risk voting 
action against management in 
2021 if they do not make signifi-
cant progress. 

Last year was a particularly 
active one for climate-related an-
nouncements affecting the UK in-
surance sector, the latest being in 
November, when the UK joint reg-
ulator and government Taskforce 
for Climate-related Financial Dis-
closures (TCFD) published an in-
terim report and accompanying 
roadmap signalling the intention 
to make TCFD-aligned disclosures 
mandatory across the economy 
by 2025, with a significant portion 
of mandatory requirements in 
place by 2023.

Looking ahead, there is the 

upcoming UN Climate Change 
Conference COP26 meeting, held 
over from last year, at which in-
ternational pressure for action 
on reducing carbon emissions is 
expected to further grow. Mean-
while, initiatives such as the 
Coalition for Climate Resilient 
Investment, which has the back-
ing of major financial institutions 
around the world, are taking aim 
at the pricing of climate risks and 
climate resilience in investment 
decision-making.

Add to this evolving landscape 
the idea that Covid-19 may ac-
celerate the broader appetite to-
wards ESG as financial markets 
look to build resilience to sys-
temic risks and there is an even 
stronger case for enhancing ESG 
response.

Doing nothing is, therefore, not 
a viable option. But it is not all 
a matter of compliance and en-
forcement “sticks”. 

From an investment point of 
view, for example, there is al-
ready substantial evidence of 
the risk-adjusted return benefits 
of more sustainable portfolios. 
Many studies rightly focus on the 
long term, but there has also been 
no shortage of headlines high-
lighting how well ESG-orientated 
strategies have performed in re-
cent years and during the current 
pandemic, too.

More broadly, there is a strong 

argument that companies that em-
brace ESG, including the climate 
aspects of it, will be better pre-
pared for the likes of mandatory 
climate disclosures in due course 
and reap the financial and repu-
tational benefits in the meantime. 

As the worlds of ESG, climate 
science and finance have come to-
gether in recent years, a new lan-
guage of climate-related financial 
risk and disclosure has developed. 
A framework based on physical, 
transition and liability financial 
risks from climate change, as first 
set out in a report by the Bank of 
England in 2015, has become the 
common climate dictionary.

In many ways, these risks are 
not new per se; they translate into 
existing categories of financial 
risk such as credit, market, busi-
ness, operation and legal risks 
that insurers have been managing 
effectively for many years. But as 
new sources of financial risk, they 
do present new challenges, not 

least the need for more extensive 
modelling of the natural world 
and developing a much more 
granular understanding of the 
transition to a net zero future.

Multi-dimensional challenge
There is no off-the-shelf solution 
to tackling them. To respond effec-
tively to the various drivers for ac-
tion, be they regulation, investors, 
employees or consumer activism, 
organisations will need to act in 
several areas, such as: assessment 
and quantification of climate risks 
and opportunities; transition and 
resilience planning; financial re-
porting and disclosure; invest-
ment and underwriting strategy 
and its implementation; budget-
ing and capital management; risk 
hedging and transfer; and human 
capital.

Reflecting this diversity of driv-
ers, responding effectively and 
taking a strategic approach will 
be truly multi-dimensional and 

will require solutions to manag-
ing people, policy, risk and capital 
that not only continue to create 
opportunities to make future prof-
its but also mitigate against activ-
ities and events that could have a 
detrimental effect on reputation 
and value – or even the sustain-
ability of a business.

For most organisations, an es-
sential first step will be to quan-
tify how they will be affected by 
and can affect the climate change 
trajectory. To do so (and as our 
recent TCFD readiness survey 
showed), the biggest obstacles 
most companies, including those 
in the financial sector, seem likely 
to face revolve around climate- 
related data, analytics and met-
rics selection to understand and 
report on their position. 

Even where insurers are per-
haps comfortable with their 
natural catastrophe modelling 
capability, the need to develop 
transition scenarios based on  
longer-term climate projections 
will pose completely different 
challenges.

It is likely to be one of many as 
climate change continues to test 
insurers’ full range of ESG creden-
tials in the years to come. n

Adhiraj Maitra is a director and 
Gareth Sutcliffe is head of the 
insurance investment solutions 
group at Willis Towers Watson

Even where insurers are perhaps 
comfortable with their natural 
catastrophe modelling capability, 
the need to develop transition 
scenarios based on longer-term 
climate projections will pose 
completely different challenges

Dapitart/Shutterstock.com
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Insurance is Insurance is 
critical to the critical to the 
decommissioning decommissioning 
of offshore of offshore 
installationsinstallations

Increased scrutiny from the offshore energy regulator means the dismantling of deep-sea 
platforms and the plugging of oil wells off the coast of Australia will test the risk appetite 
and underwriting skills of the offshore energy market

Since the drilling of the first 
offshore well in the Bass 
Strait in 1965 to the mod-
ern coal seam gas boom 

in Queensland, Australia’s oil and 
gas industry has delivered enor-
mous benefits for the country in 
the form of export earnings, do-
mestic economic activity, employ-
ment and investment.

The Australian industry has 
also created and sustained a glob-
ally respected and innovative 
technology, services and manu-
facturing sector with key players 
headquartering in cities such as 
Perth, Western Australia.

During the past decade, this 

mature industry has enjoyed sub-
stantial investment in the sectors 
of liquified natural gas (LNG), 
primarily in Western Australian 
and Northern Territory (offshore 
reserves) and Queensland (coal 
seam gas), as a result of which 
Australia is now one of (if not the 
biggest) exporters of LNG to over-
seas markets.

Australian companies have 
in this time developed expertise 
across drilling technologies, geo-
physics software, pipeline con-
struction materials and methods, 
engineering and design and geo-
technical engineering and assess-
ment, as well as advanced safety 

training, rehabilitation and facili-
ty management.

This expertise and experience 
will now be equally important as 
it is deployed towards the chal-
lenge of decommissioning end 
of life assets such as those found 
in the Bass Strait or North West 
Shelf regions.

Australia’s offshore energy 
regulator, the National Offshore 
Petroleum Safety and Environ-
mental Management Author-

ity (Nopsema), considers the 
de commissioning of an offshore 
project to be an inherent part of 
a project and one that should be 
planned from the outset and un-
dertaken throughout the oper-
ations. It involves the safe, and 
environmentally responsible, 
removal of (or otherwise satisfac-
torily dealing with) infrastructure 
from the offshore area that was 
previously used to support oil and 
gas operations.

Regulatory requirements
Last year, Nopsema announced 
it would be applying heightened 
scrutiny to the planning and exe-
cution of decommissioning during 
assessment of permission docu-
ments and activity inspections.

The biting “teeth” in this pro-
cess is the Section 572 Mainte-
nance and Removal of Property 
Policy, which came into effect in 
April 2020. This places significant 
environmental, clean-up and dis-
posal burdens on energy compa-
nies, which lead to expensive but 
mandatory costs.

Nopsema considers the com-
plete removal of infrastructure 
and the plugging and abandoning 
of wells as the base case scenario 
for all offshore decommissioning 
activities. A titleholder may pro-
pose decommissioning options 
other than the complete removal 

Andrew Hodkinson and Nigel Lloyd
Charles Taylor Adjusting

Lukasz Z/Shutterstock.com

Nopsema considers the complete 
removal of infrastructure and 
the plugging and abandoning  
of wells as the base case  
scenario for all offshore 
decommissioning activities
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of infrastructure, but the pro-
posed option must deliver equal 
or better well integrity and envi-
ronmental outcomes.

This is serious business, be-
cause Nopsema will challenge 
any arguments made by title-
holders that attempt to inaccu-
rately represent the feasibility or 
practicability of complete remov-
al of infrastructure. For example, 
when assessing decommission-
ing options, titleholders should 
be considering the use of decom-
missioning campaigns, the avail-
ability of nearby rigs and vessels, 
emerging technology and the col-
laborative use of decommission-
ing resources. 

Titleholders are per-
mitted to propose 
decommissioning 
options. When 
a preferred de-
commissioning 
option is finally 
selected, Nopse-
ma may require 
the titleholder to 
provide a range of 
scientific studies and 
environmental data to sup-
port that selection. For example, 
a titleholder may choose to iden-
tify, measure and assess the val-
ue of offshore infrastructure to 
fish assemblages to support their 
case for leaving infrastructure in 
the marine environment.

However, if a titleholder pro-
poses to leave infrastructure in 
the marine environment, their 
environmental plan must then 
demonstrate the acceptability of 
any long-term impacts and risks 
of leaving that infrastructure. This 
is a difficult scenario to achieve.

Given the present low oil price 
environment, Nopsema has “dou-
bled down” on its scrutiny of 
operators, not only in respect of 
maintenance but also planned/ 
required decommissioning. This 

latter aspect is increasingly rele-
vant as the low price of oil drives 
some fields into an early un-
economic operating position.

Sale of assets
One potential strategy for an 
operator is the consideration of 
selling their assets while they are 
producing, given the fields’ “best 
years” are behind them. In this 
way the decommissioning costs 
(which are likely to be factored 
into the sale) and the associated 
risks are transferred to others. 
But is it this easy? The short an-
swer is increasingly “no”.

A recent example of an asset 
sale that turned into a political 

hot potato was the sale of 
the Timor Sea-located 

Laminaria & Coral-
lina field floating 
production, stor-

age and offloading unit Northern 
Endeavour by Australia’s largest 
energy company, Woodside Pe-
troleum, to a small, untested in-
dependent operator, Northern Oil 
and Gas Australia (Noga). 

Production levels had dropped 
to less than 10% of peak produc-
tion at the time of sale, yet Noga 
had plans to resurrect production 
levels for this ageing facility. Un-
fortunately, within a short time 
of the sale Nopsema ordered the 
FPSO to be shut down because of 
safety and maintenance issues. 
Noga was placed into liquidation 
and it became apparent the Aus-
tralian government now had an 
unexpected decommissioning 
project on its hands.

Indeed, the Australian govern-
ment took hold of the assets and is 
expected to spend some A$300m 
($233.2m) in decommissioning 
the FPSO over a two-year period. 
Stemming from the tax-payer’s 
distaste, this situation has already 
triggered legislation review.

Meanwhile, as the price of oil 
plunges, this draws other op-
erators with ageing assets into 
conundrums. One recent exam-
ple involved the Italian opera-
tor ENI. Nopsema gave ENI 12 
months to fully decommission 
its Woollybutt oil field (offshore 
Western Australia), which has 
not produced for nine years and 
became a marine hazard in 2020. 
ENI also must start planning the 
decommissioning of another field 
Blacktip (offshore Western Aus-
tralia). Not surprisingly, ENI has 
halted the sale of its Australian 
assets, valued at around $1bn, af-
ter they failed to attract satisfac-

tory bids, as reported by Reuters 
last month.

No doubt more sales and de-
commissioning challenges will 
follow as operators scramble to 
avoid incurring large costs on de-
preciating assets.

Legislation changes loom
The earlier examples and issues 
have led the Australian federal 
government to review the decom-
missioning process in more detail. 
In December 2020, Keith John Pitt, 
Australia’s minster for resources, 
water and Northern Australia, 
advised the maturing offshore 
industry will see see an increas-
ing number of projects and assets 
reach the end of their productive 
lives and there will be a move into 
a decommissioning phase over 
the next two decades (see box).

There is no doubt decommis-
sioning of offshore assets will be 
taken seriously by the regulators 
and the federal government and 
that costs will be increasingly 
high (estimated to be in excess of 
$20bn over the coming decades).

As the responsibilities are set to 
increase for operators, there will 
become a reliance on insurance 
to mitigate against unexpected 

costs during decommissioning. 
There is no margin for error here 
with assets that no longer pro-
duce an income.

Typical risks that may attach to a 
decommissioning project include: 
inappropriate disposal of haz-
ardous materials (asbestos, oils, 
mercury), unsafe deconstruction 
leading to injury or property dam-
age, leaking wells post-plugging  
leading to impacts to sea-life and 
environment and so on.

The insurance industry offers 
various evolving forms of cover 
including: decommissioning all 
risks insurance (for operators and 
contractors via the London mar-
ket); and professional indemnity 
insurance (for the involved con-
tractors). The products will evolve 
and, no doubt, adjusters will be 
called into action in the coming 
years to deal with the unexpected 
problems arise from decommis-
sioning projects. n

Andrew Hodkinson is senior 
engineering and resources 
adjuster and regional head – 
Australia and New Zealand and 
Nigel Lloyd is senior engineering 
and resources adjuster at Charles 
Taylor Adjusting

Avoiding a repeat of the 
Northern Endeavour
Australia’s offshore energy industry is expected to see an increasing 
number of projects and assets reach an end of their productive lives 
and move into a decommissioning phase over the next two decades, 
according to Keith John Pitt, minister for resources, water and North-
ern Australia.

Important elements of the federal government’s proposed enhanced 
framework to better protect Australian tax-payers include:
• Increased government scrutiny of title transfers;
• Greater assurances companies can meet their obligations; and 
• The ability for the government to recall a previous owner to de-

commissioning if required.
This is a strong signal previous owners and operators will be held to 
account to pay for their liabilities associated with the decommission-
ing of offshore assets.

The Northern Endeavour 
FPSO became a political hot 
potato after it was sold to a 
firm that shortly afterward 
went into liquidation

A$300m
Estimated cost of 
decommissioning 

the Northern 
Endeavour

Decommissioning of offshore 
assets will be taken seriously by 
the regulators and the federal 
government and that costs will 
be increasingly high (estimated 
to be in excess of $20bn over the 
coming decades)



Fossil fuel insured losses 
spark ESG worries
Property Claim Services detects increasing investor concern about losses

Marc Jones
News editor

As environmental, social 
and corporate gover-
nance (ESG) becomes 
increasingly important 

for re/insurers, there is growing 
worry about ESG-related fossil 
fuel insured losses, according to 
new research.

Tom Johansmeyer, head of loss 
estimator Property Claim Ser-
vices (PCS), told Insurance Day 
reinsurers and insurance-linked 
securities (ILS) funds are increas-
ingly concerned about the nature 
of US catastrophe losses and how 
to identify components of the 
loss not favourable from an ESG 
standpoint.

Johansmeyer said there have 
been conversations at the firm 
about expanding the organisa-
tion’s global large loss bulletins to 
include individual large risk loss-
es caused by broader catastrophe 
events as a way to isolate non-ESG 
losses within catastrophes for ESG 
analysis and reporting.

A large single-risk loss, ac-
cording to PCS’s global large loss 
bulletin, is an onshore event 
that generates projected indus-
try-wide aggregate insurance 
claims of at least $250m. Under 

PCS global marine and energy, it is 
an offshore loss of at least $100m. 
The PCS research included events 
with less than $100m in aggregate 
insured loss, as long as there is a 
credible loss estimate.

In addition, PCS is working with 
several clients on early-stage data 
solutions to facilitate better ESG 
tracking, reporting, underwriting 
and risk transfer. According to Jo-
hansmeyer, end investors in ILS 
funds in particular are becoming 
increasingly vocal about ESG is-
sues. But as bringing the data and 
analytics into place to support this 
activity is time-consuming, this 
work needs to happen as soon as 
possible, he added.

With renewal energy seen as 
a potential replacement for fos-
sil fuels, Johansmeyer said there 
are still challenges for companies 
in the sector obtaining insur-
ance cover. “The market needs 
to figure out how to overcome a 
few challenges in that category, 
though, to achieve scale,” he said. 
“Take solar. In the US, the three 

biggest states for solar are Cal-
ifornia, Texas and Florida. And 
our network in the market tells us 
getting sufficient cover to include 
wildfire, hail and tropical storm is 
quite difficult. Advances in tech-
nology can help with resistance 
to these natural perils, but the re/
insurance industry also needs the 
right data assets to understand 
the risk properly.”

Looking at the location of fossil 
fuel insured losses, North Amer-
ica tops the list, with the US and 
Canada accounting for one-third 
of the losses in recent years. Eu-
ropean losses in this area are the 
second highest in the world, due 
in part to issues of geography.

According to PCS, the North 
Sea has had as many large fossil 
fuel company industry-wide in-
sured risk losses as Germany. This 
makes the North Sea the most 
loss-prone area in Europe for 
this class of business. Germany’s 
loss experience was mixed, with 
a handful of “headline losses” of 
more than $400m and then a few 

more of around $100m and lower.
PCS looked specifically at com-

panies directly engaged in the 
fossil fuel industry – which in-
cludes mining and extraction, re-
finery and other manufacturing 
operations and materials trans-
portation. It does not include 
companies that consume large 
amounts of fossil fuels.

Johansmeyer said the lack of 
insurance penetration in east-
ern Europe naturally reduces the 
likelihood of any concentration of 
large insured risk losses. Of course, 
there are insurance programmes 
in the former Soviet bloc, particu-
larly for large multinational com-
panies that have global or regional 
insurance standards. And there 
have been losses, such as the 2014 
Rosneft event in Russia and the 
2015 Czech petrochemical explo-
sion. Those two events alone add 
up to more than $1bn.

“But regionally, insurance take-
up is inconsistent, along with 
other factors,” Johansmeyer said. 
“Take the Nornickel fuel spill in 
May 2020, for example. It’s re-
portedly the largest in the country 
since the 1994 Komi pipeline spill. 
While the company did have in-
surance, PCS market sources told 
us maintenance issues that had 
been identified in previous years 
hadn’t been addressed, which re-
sulted in the company’s having to 
take the loss itself.”

AIG chief Duperreault to step down
AIG chief executive, Brian Duper-
reault, will step down from all ex-
ecutive roles at the end of this year, 
writes John Shutt, Los Angeles.

Duppereault, who has held the 
top job for nearly four years, will 
continue to work at the US insurer 
in an advisory role, it announced 
on February 12. 

He will be succeeded by Pe-
ter Zaffino, AIG’s president and 
global chief operating officer, on 
March 1.

Duperreault will serve as exec-
utive chairman until the close of 
business on December 31, 2021, 
after which time he will become a 
non-officer employee of AIG pro-

viding assistance and advice to 
the chief executive.

Duperreault took over as chief 
executive of AIG in May 2017, 
when AIG paid his former com-
pany, Hamilton Insurance Group, 
up to $40m to release him from 
his contract there so he could  
join AIG.

ABIR announces 
committee leaders
The Association of Bermuda In-
surers & Reinsurers (ABIR) has 
announced the leaders of its 
committees and working groups, 
writes Marc Jones.

The ABIR’s policy committee, will 
be led by Edward Mishambi, senior 
vice-president and chief risk offi-
cer, Europe at RenaissanceRe, and 
Gemma Carreiro, general counsel 
at Hamilton Insurance Group.

The association has also assem-
bled a climate risk committee. The 
new group will be led by Jeffrey 
Manson, senior vice-president 
and head of global public sector 
partnerships at RenaissanceRe.

The ABIR’s cyber working group 
will be led by Devin Page, head of 
specialty reinsurance at Hiscox Re, 
and Allen Wilson, chief informa-
tion security officer at Axis Capital.

Andrew Hughes, PartnerRe’s 
chief executive of third-party 
capital, will lead the insurance- 
linked securities/alternative capi-
tal working group.

The HR working group will be 
led by Lisa Robinson, head of HR 
and operations at Convex Re, and 
Randolph Simons, vice-president, 
senior HR business partner – global 
reinsurance and director of com-
pensation and benefits at Chubb.

The data and privacy taskforce 
will be chaired by Jim Paugh, gen-
eral counsel at Chubb Bermuda.

The diversity, equality and in-
clusion committee will be guided 
by AIG’s Catherine R Duffy.

Castel buys 
Belgian A&H 
MGA Arena
Castel Underwriting Europe has 
acquired Belgian-based Arena, 
a specialist accident and health 
managing general agent (MGA), 
writes David Freitas.

Arena, a subsidiary of StarStone 
Group, offers a range of products 
for sports clubs and federations  
in Belgium.

Gert van Middelkoop, chief un-
derwriting officer of Castel Europe, 
said the acquisition provides Cas-
tel with an opportunity to “bring 
Arena’s expertise and products to 
other European markets”.

Further details of the trans-
action were not disclosed.

After joining AIG, he embarked 
on a series of initiatives to drive 
profits up and increase efficien-
cies, as well as expanding the 
company via acquisitions.

Before joining Hamilton, Dup-
pereault was president and chief 
executive of Marsh & McLennan 
Companies.

North 
America is 
the leading 
location for 
fossil fuel 
insured losses 
in recent years

Ronnie Chua/
Shutterstock.com
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