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NOTE OF CONFERENCE CALLS ON 13TH MARCH 2019

To enable the maximum number of members to participate, two separate calls were held. Philip
Shier (Chair) and Falco Valkenburg (AAE Board member) participated in both calls.

Others present were:

Call 1: Call 2: Call 2:

Francesca Kirby Philip Gruber Loudina Erasmus

Dirk Popielas Annina Pietinalho Edmond Tamba Nkongho
Filiz Oztas Thierry Cohignac David Bogataj

Anna Edwards

Marianna Papamichail

Fabian Qazimi

Maria Galavan
Svilena Dimitrova

Matt Modisett Ezgi Nevruz

1. Introductions

Philip thanked all members for volunteering to join the WG and for participating in the calls. He
also thanked everybody for sending in a brief biography and noted that the WG was very diverse,
both in terms of geography and background.

2. Consideration of Terms of Reference and agree on objectives

The Terms of Reference (ToR) were noted and accepted. For ease of reference the specific
actions noted in the ToR are to:

e deliver the specifications for a European Actuaries Climate Index (EurACl)

e deliver an estimate of costs needed to produce the EurACI (set-up plus maintenance)
e connect with relevant academics and meteorological institutions

e assess and compare the US/Canada index with the Australian index

e use the IFoA feasibility study to extend the US/Canada index to Europe

e have the deliverables ready for discussion in the Vienna meetings in October

Philip noted that this was a challenging set of actions but that we had the benefit of previous
work in North America, Australia and the UK which should enable us to make progress in the
timescale outlined.

The ToR stated that the development of EurACI “would give the AAE a great opportunity to have
biannual or quarterly press releases with an update to our climate index and highlighting the key
findings as we see them”. Falco stated that the first objective should be to develop a deliverable
which would enable the profile of actuaries in climate change to be raised, and that we should
consider carefully how best the outputs should be promulgated to the general public, as well as
industry and regulators.
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The ToR also noted that “the EurACI might be a core source of information for all sorts of risk
management tools, product development, insurance premium setting, insurance reserve models,
investment decisions and more”. This was also an important objective in the medium term, but
it was not part of the remit of this WG to consider how the EurACl might be used in risk
management applications.

3. Discussion on Australian experience

Francesca gave a brief history of the Australian Actuaries Climate Index which was developed for
the Australian Institute by her firm, Finity Consulting. She emphasised the importance of
clarifying the purpose of the project up front. She noted that while the initial intention had been
to copy exactly the structure of the North American Actuaries Climate Index (ACI) developed by
US/Canadian actuaries, to whom they had spoken, they decided part way through to make some
changes, and established a smaller policy team to consider this. In particular, they decided to use
the 99" percentile to determine “extreme events” rather than the 90™ as they felt this was too
common i.e. one in ten is not extreme. They also had some data issues to address e.g. the
technology used to measure windspeed in Australia was changed in the 1990’s so it was not
appropriate to use data prior to that date.

They also focussed on the interpretation/publication of the results which they felt should be
approached differently from the ACI; they have continued to amend this and the second release
(issued just before the call) was considerably changed from the first one. The Index has received
good media coverage.

The development of the Index had been put out to tender by the institute, and Finity used
discounted charging rates for this exercise (as a contribution to the profession). The contract
included running the Index for a period after which it would be passed to the Institute.

Dirk asked if the meteorologists were happy to release the data required. Francesca noted that it
was based on publicly available data. The Bureau of Meteorology were enthusiastic about
actuaries getting involved; they didn’t formally endorse the index but were happy with it.

4. Discussion and update on UK work

Philip noted that the IFoA had undertaken a feasibility study (published December 2015) into the
possible extension of the ACl to Europe. This had not been progressed at the time; he had
received an email from the IFoA giving the current position:

“Following consideration of a proposal informed by the feasibility study in 2015, IFoA’s Research
and Thought Leadership Board did not approve funding for the expansion of the Actuaries Climate
Index as they did not consider it be a pure research output. However, the IFOA does think the
Climate Index would be a useful tool for policy makers and practitioners. We are therefore in the
process of preparing an updated proposal which will make recommendations about IFoA’s future
work on the expansion of the index for the IFoA’s Policy and Public Affairs Board to consider within
the coming months.”

Philip noted that we were fortunate to have 2 UK colleagues who had been involved in the IFoA
activity in this area. Anna advised that she had been involved in following up from the feasibility
study in considering further support or development of a EurACl from an IFOA perspective, but

this had ceased when the initiative was parked a few years ago. The IFoA planned to outsource
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the running of the Index (compared with the Australian proposal to do this in-house once it was
established) and the business case could not be made.

Matt noted that there were dangers in coming to market too quickly and that in his view, the
development of the ACI was rushed, with some decisions taken too quickly e.g. the “hard-coding’
of the 90* percentile.

’

5. Data

There was a detailed discussion on the availability of complete and accurate data, which is of
course fundamental to the success of the project. Falco pointed out that European data is
collated and published by the by the European Climate Assessment & Dataset (ECA&D)
www.ecad.eu which is based near Utrecht. There is a table of 17,130 weather stations listed, and
he provided a map that provides a good impression of coverage (even North Africa and the
Middle East have some coverage).
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He noted that indices already exist and that we need to find out what is already available as those
indices could be the data for the EurACIl. ECA&D has already a list of existing indices of extremes.
They further state that for every station a total of 75 indices have been calculated. He hoped that
we could find a way to use these existing data in a relatively simple and straightforward way.

Dirk queried how we might divide into subregions; is there an existing practice? What do
climatologists do? Australia has identified 12 subregions.

It was agreed that whilst the primary purpose of accessing data was to enable us to develop an
index, for which means/indices might be sufficient, we should if possible access the data
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distribution, so that we have a data set which can be interrogated by users, one of which is the
quarterly index.

An underlying objective should be to facilitate the development of a Global Index, although as
noted there are already differences between the North American and Australian indices. This
could be achieved by ensuring that the data/process was capable of producing a “headline”
EurAClI, but could also produce figures consistent with a “Global” Index to enable comparability.
Falco emphasised that we should have regard to the 80/20 principle and not try to produce a
perfect product before going to market — much would be achieved by developing a first cut
quickly, with additional refinements added later; it would be important to build sufficient
flexibility into the model to facilitate future development.

It was noted that the ToR referred to engaging with local meteorological institutions and relevant
academics, and members were asked to identify who might be appropriate contacts in their own
countries, although it would probably not be practical to make contact until we had a clearer plan.

6. Next steps

It was agreed that the next steps would be to discuss with the North American actuaries the
issues which arose during the development of the ACI. Philip undertook to try and arrange a
conference call where this could be done. We could then follow up with the Australian Institute
(via Francesca or directly) in relation to issues which they addressed.

We should also try to meet with representatives of ECA&D to discuss availability of data; Falco felt
that this would be made available if we were not using it for commercial reasons so we would
need to be clear about our objectives when speaking to them.

Philip felt that it would be beneficial if the WG could meet in person for, say, one day as it would
be easier to make progress than by a number of conference calls. He recognised that not all
members of the WG would have the time/funding to attend a meeting, but it could be structured
so that at least part of the meeting would include dial-in facilities. Any such meeting would
probably be held in Brussels at the AAE offices, or in Utrecht (Falco offered the hospitality of the
Koninklijk Actuarieel Genootschap) which could be linked to a meeting with the ECA&D. Philip
asked if members of the WG could indicate in principle whether they would be willing to travel to
either of these venues for a meeting.

A further conference call will be arranged in the next 2 months.
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