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Insurance Ireland Response to the Department of Finance’s Public Consultation on 

Climate Change and Insurance in the context of the “Climate Action Plan 2019 to 

Tackle Climate Breakdown” 

October 2019 

 

1. Have you encountered greater difficulty either getting or renewing flood cover due 
to weather/climate-related issues?  
 

N/A 
 

2. Do you agree that managing flood risk is the best way of increasing insurability? If 
not, you might explain why, and also you might set out what additional 
approaches you think would be more effective.  

 
Yes. Insurance Ireland welcomes recent initiatives in Ireland such as the Catchment Flood 
Risk Assessment and Management Programme (CFRAM) undertaken by the Office of Public 
Works (OPW). We note that 118 new flood relief schemes will be implemented through a 10-
year programme and that 57 schemes have been prioritised for delivery. We look forward to 
receiving data on these flood relief schemes when they are completed so that insurers can 
take them into account when making underwriting decisions. 
 
An additional approach we would advocate is vigilance in the area of planning to ensure that 
properties are not built on floodplains in future. We note that Planning System and Flood 
Risk Management Guidelines for Planning Authorities were published in 2009. However, 
these guidelines are only advisory. The “sequential approach” and “Justification Test” in 
these Planning Guidelines are complex loopholes, which could result in development in flood 
hazard areas. 
 
The Irish insurance market provides an exceptionally high level of flood cover by 
international standards to their policyholders with flood cover a standard feature of 
household and most business policies. 
 
Insurers operate in a regulated industry. They are required by the Central Bank of Ireland to 
conduct their business in a prudent manner. Insurance is about covering against the risk of 
something happening, not inevitable events. Insurers also operate in a global market and 
spread their risks around the world using specialist reinsurance companies. It is vital that 
flood risk is managed and that insurers act with prudence in order to ensure that reinsurance 
cover is available and affordable. 
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3. Do you have any particular comments or views on the above? Aside from flooding 
are you aware of any other climate-related exclusions in any property insurance 
policies you hold?   

 

See our answer to question 2. 

 
4. Have you had a claim refused arising from weather/climate-related issues?  
 
N/A 
 
5. Do you agree with the Government’s strategy to increase flood insurance 

coverage?  

Yes, Insurance Ireland is fully supportive of the Government’s strategy to increase flood 
insurance coverage and insurers play a substantial role in contributing to this strategy. We 
note that the Government’s strategy has three elements – prioritising spending on flood relief 
measures, implementation of flood relief schemes and communication of flood defence 
information on the relevant schemes to insurers through the Memorandum of Understanding 
(MOU) between the OPW and Insurance Ireland.  

 

The MOU is an important element of this strategy because insurers are major stakeholders 
in mitigating the economic effects of natural catastrophes. The insurance industry wants to 
continue to offer affordable insurance as widely as possible. Minimising the financial impact 
of the cost of floods on property owners is critical to the sustainable provision of insurance.  
Adequate levels of investment in and swift implementation of flood defence schemes are 
vital. Insurers need to be part of the solution and need to be aware of flood defence 
measures undertaken by the State. 

 

The information provided by the OPW to Insurance Ireland on the flood defence schemes 

completed in the past is very welcome. Insurers have to varying degrees been involved in 

flood risk assessment for several years. Their awareness of problem areas has increased, 

and it is very important that we are able to communicate data on flood defence schemes to 

them so that they can factor this information into their underwriting decisions. 

 

As previously stated, vigilance in the area of planning would also be important in our view. 

Reducing exposure by preventing development in flood hazard areas is vital. We also 

believe that flood hazard could be reduced by ensuring that watercourses and drains are 

cleaned regularly and not overloaded by new development where drainage is already 

inadequate. 

 
6. If you disagree, what alternative approaches are available to the Government? In 

responding to this question, you might outline the benefits of such an alternative 
vis-à-vis the current approach and provide a view on the potential long-term costs 
of it.  

 
N/A 
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7. What do you think can be done to increase the level of flood insurance in areas 
where demountables have been built?  

 
Flood defences fall into two broad categories; 

• Fixed defences which require no attention to make sure that they work during a flood 
event. 
 

• Demountable defences which require manual intervention. A demountable flood 
defence is a moveable defence that is fully pre-installed and requires operation 
during a flood event or a defence that requires part-installation into pre-installed 
guides or sockets within a pre-constructed foundation. 
 

Insurance Ireland has always insisted that the fixed defence approach is essential when 

building flood defences and our surveys as part of the MOU continue to show that flood 

coverage rates are at their highest where fixed defences are built.  

Insurers make their own individual decisions on whether to provide flood cover and what 

premium to charge as they must take account of the range of possibilities which may occur.  

Insurers have concerns about demountable defences and we will elaborate on these 

concerns below. 

In order for demountable flood defences to be deployed effectively, a number of elements 

are required to operate efficiently as follows: 

• Accurate forecasting systems and methods. 

• Flood alert systems and monitoring. 

• Efficient mobilisation of equipment, manpower and materials. 

• Timely and correct closure of the demountable defence. 
 

While demountable flood defences are effective where correctly deployed, there are 

significant interdependencies, including manual intervention, which significantly increase the 

risk of failure, particularly over time. The type of risks associated with demountable flood 

defences are as follows:   

• Dependency on early warning systems working correctly with relevant agencies 
being notified. 

• Requirement for access to storage areas, flood sites and access by key workers 
from home/work.  

• Damage to units in store. 

• Mechanical failure during delivery. 

• Mechanical failure during deployment 

• Damage during deployment or failed deployment  

• Absence of key workers at time of flood event. 

• Vandalism or other damage to anchor point or other fixed or pre-installed elements. 

• Human error. 

• Keys being lost. 

• Availability of expertise, resources, maintenance and finance to ensure effective 
performance over long period of time.    

• Requirement for no change in ground conditions at deployment site e.g. subsidence 
or ground works. 
 

Should a failure occur and flooding result as a consequence, the financial impact for insurers 

would most likely be very significant. Because of this potential exposure and concerns about 
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demountable flood defences being deployed correctly or in time, insurers have a limited risk 

appetite for providing flood insurance in areas where demountable defences are in place.  

Insurance Ireland encourages the Government to place the emphasis on fixed defences built 

and maintained to the 1:100-year standard in future as this delivers the best solution to 

policyholders and the insurance sector. Insurers are not generally comfortable with 

demountable schemes, given the uncertainties around their deployment. Insurers must 

operate in a prudent manner and cannot gamble with major weather events. Demountable 

defences are therefore problematic. 

 
8. What if any reasons have been provided to you by insurers where insurance has 

been refused where flood defences have been built?  
 
N/A 

 
9. Have insurers demonstrated any flexibility when you have engaged with them on 

this matter; for instance, providing cover with an excess?  
 
Each risk is underwritten by individual insurers on its own merits. Where an insured queries 
a decision made with regard to flood cover the policy is generally reviewed in light of any 
relevant information the insured can provide. The use of terms and conditions such as 
excesses can sometimes act as a solution for policyholder and insurer alike.  

 
10. What are your views on the use of policy excesses/ policy exclusions as a risk 

management tool by insurers?  
 
Excesses and exclusions of flood cover (while providing cover for other perils such as fire 
etc) are an essential risk management tool for insurers. They can act as an alternative to not 
providing cover at all.  

 
11. Do you agree that from a cost benefit analysis perspective that there may be areas 
where it will not be possible to manage flood risk sufficiently so as to make them 
insurable?  
 
Yes, we recognise that it will not be possible for the Government to defend every possible 
area. This is also borne out in the CFRAM Programme, which identified that 34,500 
properties have a 1% chance of experiencing a significant flood event in any year. According 
to this study, the evidence highlights that 95% of these properties can be protected by flood 
relief schemes.   
 
12. If you disagree with this statement, please explain why. For instance, do you 
believe flood cover should always be available, even where there is certainty that a 
location will be flooded regularly?  
 
N/A 
 
13. Where insurers have declined to provide flood cover, have they offered cover for 
other household risks such as fire and theft?  
 
Insurers may offer household cover with other perils covered while excluding the flood risk. 
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14. Please provide any views you have on options 1-3. 
 
Option 1 - Insurance Pool 
 
The fundamental challenge is the financing of any insurance pool. We do not have the scale 
in Ireland to build up an adequate fund. The set-up costs would be high (potentially €25m) 
and there would be significant ongoing running costs. The average annual levy could range 
from 9% to 16% on each household insurance policy if demand reached 2% of the 
households in Ireland (as per the Department of Finance Report on Insurance and Flooding, 
which was included in the Interdepartmental Flood Policy Coordination Group Interim Report 
of November 2016). In addition, an appropriate flood insurance premium would need to be 
set. Reinsurance would need to be acquired and this would be difficult to obtain. If the 
underlying assumptions in the funding model underestimated the flooding problem in the 
future the pool may not be able to respond or cope, potentially requiring a State backstop to 
be triggered. In addition, a pool does not deal with the issue of flood prevention. It would 
take many years to establish a pool and build up the necessary level of funding. In short, we 
do not see Option 1 as a viable solution. 
 
Option 2 - Expand on Existing Approach 
 
This approach is already working. The construction of flood defence schemes and the 
communication of the details of these schemes through the Memorandum of Understanding 
(MOU) between the Office of Public Works (OPW) and Insurance Ireland has led to an 
increase in flood coverage levels in the areas benefiting from these flood defences. 
Insurance Ireland’s latest survey in March 2019 showed that the percentage of policies 
including flood cover has increased to 84% of policies in those areas where flood defence 
information has been provided under the MOU (with the percentage of policies including 
flood cover increasing to 95% in areas benefiting from fixed defences and to 74% in areas 
benefiting from demountable defences). 

It is important that insurers are aware of flood defence schemes which have been completed 
and of the areas benefiting from these defences. We believe the existing approach should 
be expanded – 57 flood relief schemes have been prioritised for implementation as a result 
of the CFRAM Programme and we look forward to receiving data on those schemes as they 
are completed so that insurers can factor this information into their underwriting decisions 

In short, of the three options, we would favour Option 2, i.e. expanding on the existing 
approach, because it is already in place, is working and puts an emphasis on flood defences 
and flood prevention. We would argue that this approach should be complemented by 
implementing stricter planning laws to prevent building in flood hazard areas. 

 
Option 3 - Compulsory Insurance 
 

Insurers operate in a regulated industry and are required to conduct their business in a 

prudent manner. Solvency II requires them to have detailed and effective risk management 

systems in place. As with all risks, insurers are required under Solvency II to price and 

mitigate flood risks and must price cover in line with the probability of a property being 

flooded. 

As the Consultation Paper outlines, making the provision of flood insurance compulsory 

would have no effect on making it affordable and could result in a potential loss of insurance 

undertakings to the Irish market. 
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In short, we do not believe Option 3 is in the interests of policyholders or insurers and we do 

not see it as a viable option. 

 

15. Are there any other options that the Government could consider?  

We are not aware of any other options. 

16. Do you agree that if the Government were to put in place an insurance pool 
arrangement that it would have to manage its long-term exposure to such an 
arrangement? How would it do this? For instance, should it exclude businesses, or 
houses built after a certain date from the pool as has happened in the UK with Flood 
Re?  
 
It would be sensible for the Government to define clear parameters for any arrangement so 
that it is clear from the outset which properties are eligible and which are not. 
 

17. What are your views on the feasibility of a Flood Re type approach?  

We do not believe a Flood Re approach is feasible in Ireland for the reasons we have put 
forward in response to question 14 – option 1. 

In other words, we do not have the scale in Ireland to build up an adequate fund. The set-up 
costs would be high (potentially €25m) and there would be significant ongoing running costs. 
The average annual levy could range from 9% to 16% on each household insurance policy if 
demand reached 2% of the households in Ireland. In addition, an appropriate flood 
insurance premium would need to be set. Reinsurance would need to be acquired and this 
would be difficult to obtain. If the underlying assumptions in the funding model 
underestimated the flooding problem the pool may not be able to respond or cope, 
potentially requiring a State backstop to be triggered. This approach would not deal with the 
issue of flood prevention. In addition, it would take many years to establish such an 
arrangement and build up the necessary level of funding. 

One could also foresee that a Flood Re type approach might be put under strain by the 
pressure to accommodate properties not perhaps originally envisaged for a Flood Re type 
solution, e.g. newly built properties in flood hazard areas. In addition, a certain complacency 
could emerge in terms of consumers, builders and planners being less vigilant around flood 
risk if the belief takes hold that a Flood Re approach would exist to insure the properties 
regardless of how great the risk of flooding. This in turn could put additional pressure on the 
fund. 

18. If you favour such an approach, what can be done to make it more attractive to 
industry to develop?  

N/A 

19. Do you agree with the limitations imposed on Flood Re in the UK as to who it 
should apply to? 

We note that commercial properties are not included in Flood Re, which includes residential 
rental properties and apartment blocks.  Properties built on or after 1 January 2009 are also 
excluded and we note the comment in the Consultation Paper that this is due to a change in 
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planning regulations which means properties can no longer be built in flood-prone zones 
without being adequately defended.  

These limitations are no doubt an attempt to limit the exposure of the pool. The 1 January 
2009 date should act as a disincentive to build in flood hazard areas and in that sense this 
seems sensible in a UK context. 

 20. Do you have any views on the US system? 

The National Flood Insurance Program (NFIP) is heavily subsidised by the US Treasury, e.g. 
as the Consultation Paper points out, Congress cancelled USD 16 billion of NFIP debt in 
October 2017. 

It would not appear to be viable in an Irish context as it would require a reorganisation of our 
system of local government with local authorities having more tax-raising powers, more 
autonomy and the capacity to join an NFIP individually. 

Also, there are 31 local authorities in Ireland. It makes more sense for the OPW to act as the 
lead agency for flood risk management as they have been doing for the past 15 years rather 
than risk a fragmented approach to this issue. 

21. What are your views on Individual Property Protection (IPP) as a concept, even 
though it does not seem to have had any impact from a cost of insurance perspective 
in the UK yet?  
 
“Build back better”, flood resilient repairs and more resilient building regulations all make 
sense and can be of benefit to householders. Putting electricity sockets higher up the wall, 
replacing kitchen cabinets with plastic cabinets or cabinets on legs etc are cost effective 
solutions. However, building flood defences is imperative to the availability and cost of 
household insurance. 
 

22. What do you think can be done to increase flood risk data transparency?  

Insurers have developed their own flood models in recent years and are well aware of flood 
hazard areas. They compete with each other in underwriting and differentiating between 
risks. Flood defence data is important because such data can be incorporated into flood 
models so that insurers can establish the areas benefiting from the defences, thus enabling 
them to increase flood coverage levels. 

 

23. Do you accept that greater flood risk data transparency can also have the effect of 
making flood cover in certain areas more difficult to obtain?  

Insurers have their own flood models and use these when underwriting and differentiating 
between risks. Flood hazard areas are well known to insurers through these models. What 
insurers are primarily interested in are the benefit areas protected by flood defence schemes 
so that they can provide more flood cover to more people as flood models cannot take 
account of such flood defence information until it is made available. 
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24. What are your views on the role for InsurTech in broadening insurance provision 
in relation to climate/weather-related events? Please outline any ideas you have as to 
how this could be done  
 
InsurTech is in its infancy in the area of climate/weather-related events. However, this is a 
fast-moving area and there may be scope for some innovation, particularly in the area of 
flood claims handling, e.g. event based parametric insurance products are being examined 
in the USA, which use smart measuring technology to analyse the depth of flooding at a 
property. This would determine the claim payment rather than the traditional method of 
adjusting a loss based on the damage caused.  
 
Smart home solutions may aid better risk management and provide early warning indications 
to allow for mitigation. Insurers are constantly monitoring technological improvements which 
could lessen the risk of flooding or the level of flood damage in the future.  
 
ENDS 
 

 
 


