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Innovation is at the heart of this latest 
edition of Global risk Dialogue. We 
go behind the scenes at the record 
breaking “Fortuna”, the world’s most 
efficient power plant; we discover why 
this facility in Dusseldorf, Germany, 
the construction of which was 
insured by AGCS, is key to the energy 
revolution.

A revolution is also underway in 
the automotive sector, where it is 
estimated that within 20 years around 
a third of all vehicles will be partially or 
fully automated. The case for greater 
automation is compelling – cars should 
be more efficient, environmentally-
friendlier and safer. However, as 
we discover, such widespread 
implementation will necessitate a very 
different approach to insurance.

Of course, insurance, like the rest of the 
world, is already changing. The rise of 
digitalization and new technologies are 
changing customer expectations and 
business models. Over the following 
pages we look at some of the ways in 
which their impact will also transform 
the risk business.

Enjoy the issue.

Chris Fischer Hirs
CEO
Allianz Global Corporate & Specialty
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Global risks at a glance

Great Fire of London would 
cost $45bn+ today

top causes of D&O losses revealed

AGCS launches drones podcast

Repairing the damage caused by a fire the size of 
the Great Fire of London today would cost insurers 
at least £37bn ($45bn+) - the equivalent cost 
of building four Olympic Parks - according to 
the Association of British Insurers (ABI), whose 
calculation coincides with the 350th anniversary of 
the event. The fire is widely considered to have led 
to the birth of the modern insurance industry.

Estimated costs of the fire were £10m in the 17th 
century, according to the ABI. The fire started in a 
bakery on Pudding Lane and devastated over 13,500 
homes and 87 churches, including St Paul’s. As 
property insurance policies didn’t exist at this time, 
homeowners had no guarantee that they would 
be able to rebuild their properties or replace their 
belongings. This led to many people, including the 
famous diarist Samuel Pepys, running to their 
gardens to bury valuables such as cheese and wine.

The ABI’s £37bn figure is based on an estimated 
number of buildings within the affected area and 
estimation of the proportion of commercial and 
retail space. By setting an average number of floors 
to building types, meters squared per floor and a 
relationship between rent costs and building costs 
per meter squared, it calculated the total rebuilding 
cost. View the report https://www.abi.org.uk/
Insurance-and-savings/topics-and-issues/
Great-Fire-of-London

Non-compliance with laws and regulations is now the top cause of 
directors’ and officers’ (D&O) insurance claims by number received, 
followed by negligence and maladministration/lack of controls.

According to a new AGCS report, the average D&O claim for breach of duty 
now costs over $1m (€1m). However, in large corporate liability cases 
D&O claims can be valued in the hundreds of millions of dollars. The report 
observes a general trend for D&O claims to be dismissed or resolved more 
slowly, meaning lengthier litigation, increased defense costs and higher 
settlement expectations. For example, an average US securities class action 
case takes between three and six years to complete while legal defense 
costs average around $10m, rising to $100m for the largest cases.

The landscape for executives is further complicated by a number of 
emerging perils, such as increasing liability around cyber-attacks and 
data privacy. Other new management risks include negative disclosures 
or allegations around environmental pollution, climate change and 
modern slavery which could result in reputational risks and shareholder 
activism, public outcry or governmental action, the report notes.
View the report www.agcs.allianz.com/insights

The drone or unmanned aircraft system (UAS) industry is fast becoming 
a multi-billion dollar business. AGCS’ inaugural podcast examines the key 
issues and trends underpinning the rapid growth in usage of UAS and 
provides insight into the potential risk exposures related to their deployment 
in the private, public and commercial realms.

You can listen to the podcast, which features James Van Meter, AGCS drone 
expert and an aviation insurance practice leader, at http://www.agcs.
allianz.com/insights/podcasts/podcast-rise-of-the-drones/

The Great Fire of London (1666) helped usher in the modern 
insurance industry.
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news from AGCS and Allianz
www.agcs.allianz.com

Blockchain B3i launch
Allianz, together 
with fellow insurers 
Aegon, Munich Re, 
Swiss Re and Zurich, 
has launched an 
initiative which will 
assess the applicability 
of blockchain-based 
smart contract 
technology in the 
insurance market.

Blockchain is best known for being the technology 
underlying digital currency bitcoin but its applications 
are currently being explored throughout the financial 
services industry. It has the potential to streamline paper 
work for insurance contracts and accelerate money flows 
by providing a consistent, automatic contract execution 
environment where transactions and contracts are stored 
on a shared ledger, reducing the administrative workload of 
multiple stakeholders.

The Blockchain Insurance Industry Initiative B3i 
will see the five insurers cooperate on a pilot project, 
which will use anonymized transaction information 
and quantitative data, in order to achieve a proof-of-
concept for inter-group retrocessions. With this feasibility 
study, the founding members aim to explore whether 
blockchain can be used to develop standards and 
processes for industry-wide usage. The initiative is  also 
open to other insurers and reinsurers.

More on blockchain u   22

transaction liability unit protects M&A
AGCS has launched a transactional liability unit in North America 
to help businesses face the risks posed by merger and acquisition 
(M&A) deals, with further roll-out expected in Asia and Europe in the 
near future.

The new practice offers financial protection against inaccuracies 
made about target companies or businesses in connection with M&A 
and divestitures. M&A activity has remained robust in recent years 
but post-sale disputes are common and financial issues can surface. 

To help alleviate such matters and facilitate the process for a deal, 
divestiture or other business transaction, parties are increasingly 
purchasing transactional liability insurance.

AGCS, in partnership with several other carriers, is aligning with 
Euclid Transactional, LLC, as its managing general agent. Specializing 
in the underwriting of representations and warranties, tax liability, 
contingent liability and other transaction insurance coverages, Euclid 
employs top experts in M&A deals.

AGCS and IUSS Pavia, Italy, have collaborated on researching new and  
existing global risk exposures.                                          Photo:: AGCS

AGCS and IUSS Pavia partnership

AGCS is partnering with IUSS Pavia, the School of Advanced Studies 
of Pavia, Italy, on risk research. 

The two organizations will combine resources on research and 
training around manmade and natural hazards which threaten 
global businesses including cyber, climate, legal and regulatory 
risks.

In addition, IUSS Pavia, whose faculty includes leading academics 
and scientists in disciplines ranging from hydrology and earth 
sciences to engineering, medicine and law, will cooperate with 
AGCS’ Underwriting Academy to establish joint courses, seminars 
and training programs on a number of risk topics.

More on AGCS’ Underwriting Academy u   24
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Cyber risk in the megacity…

Growth in megacities has been a remarkable recent 
phenomenon. In 1950 there were just two urban areas 
exceeding 10 million inhabitants. By 2000, this number had 
increased to 18. Today, there are 29 megacities with the 
majority (16) located in Asia. 

The number is expected to grow to over 40 by 2030. Such 
megalopolises show where urban development is heading 
and how transport, energy, culture and economies can be 
organized but extreme concentrations of people also pose 
big risk challenges, such as increasing exposure to natural 
catastrophes, pandemic outbreaks and terrorist attacks. In 
addition, there is increasing concern about the potential 
impact of a major cyber-attack or incident, as is discussed in 
a new AGCS report: Megacities - Pushing the Boundaries 
of our Industry: risk trends and Insurance Challenges.

For a city, the impact of a cyber-attack is correlated not 
only to its size but also to its degree of decentralization and 
“smartness”. Megacities differ from smaller cities, not 
only in their enormous size and high growth rates, but also 
in both the depth and the range of their resources and the 
complexity – i.e. the smartness – of assuring the reliable 
functioning of all the services on which life depends. In short, 
for megacities, generally all three correlation parameters, 
i.e. size, decentralization and IT-based smartness, are – with 
high likelihood – aggregated and can create an explosive 
mixture.

The smartness of a megacity shows in many ways. Newer 
smart developments are, for example, waste management, 
which operates on an as-needs-basis using containers 
equipped with volume signaling technology, street lights, 
which are controlled by sensors to adjust to weather 
conditions and the smart grid, which manages energy 

production in real-time under the aspect of supply demand 
and cost-efficiency. Meanwhile, newly-commissioned Mass 
Rapid Transport (MRT) systems are making a number of 
Asian capitals, in particular, both increasingly smart and 
potentially more vulnerable to a cyber incident.

The scenarios deriving from a potential attack on a smart city 
are multifold and of differing impact. While dysfunctional 
waste management can create a difficult situation, a 
breakdown of a city’s CCTV system due to a cyber incident 
could severely cripple its strategy for counterterrorism, for 
example. Generally, a power-outage following an attack on 
the smart grid is described as the worst case scenario. 

Protecting IT-dependent megacities is one of the greatest 
conundrums authorities and insurers face. The insurance 
industry is employing experts for scenario planning and 
modeling. As a result, the broad impact of a potential cyber-
attack has become, to some extent, more quantifiable. 
Insurers are also in the process of expanding coverage, and 
building up risk management capabilities.

However, the technical sophistication of cyber-attackers, is a 
concern. Considering the size of the cyber-threat in rapidly-
growing megacities, regular expert dialogue sessions, in 
which authorities exchange details about the latest cyber 
risk trends on a confidential basis with insurers, brokers and 
other companies, are needed, establishing a “big-data 
approach” to cyber-risk. In future, this knowledge exchange 
will be crucial in enabling adequate pricing and developing 
best practices in cyber underwriting and risk management.

View the full report at http://www.agcs.allianz.com/
insights/white-papers-and-case-studies/megacities-
report/

The number of megacities is increasing, bringing new risk 
challenges which society will need to find solutions for, as a 
new AGCS report explains.

In BrIEF

Shanghai, China. Within the current decade, 60% of the 
growth in the world’s urban population will be in Asia.

Ph
ot

o:
 iS

to
ck



07

In BrIEFIn BrIEF

Loss Log
What are the costliest natural catastrophe losses of the past 25 years?

u  The 14 costliest natural catastrophes losses mapped 
above are responsible for over 100,000 fatalities.

u  Overall financial losses from the costliest natural 
catastrophe events of the past 25 years total in excess 
of $850bn.

u  Insured losses from these major events total 
approximately $250bn, covering approximately 30% 
of the overall losses.

u  Half of the 14 costliest natural catastrophe losses have 
been caused by earthquakes, five of which have occurred 
in the Asia Pacific region, including three in Japan.

u  Hurricanes have resulted in five of the costliest natural 
catastrophe losses. All of which have occurred in the US. 

u  The Tohoku earthquake and tsunami which occurred 
on March 11, 2011 in Japan is the largest natural 
catastrophe event to date in terms of overall losses, 
costing approximately $210bn.

u  Hurricane Katrina, which made landfall on the Gulf 
Coast of the US, on August 29, 2005 remains the 
largest insured loss, costing approximately $60bn.

u  Seven of the costliest natural catastrophe events have 
occurred in the US.

u  Six of the costliest natural catastrophe events have 
occurred across the Asia Pacific Region. 

*

JAPAn
March 2011  
tohoku Earthquake, 
tsunami 
Fatalities 15,880

$210Bn
$40Bn

JAPAn
October 2004  
niigata Earthquake 
Fatalities  46

$28Bn
$760M

nEW ZEALAnD
February 2011  
Earthquake 
Fatalities  185  

$24Bn
$16.5Bn

CHInA
May 2008  
Earthquake 
Fatalities 84,000

$85Bn
$300M

CHILE
February 2010  
Earthquake 
Fatalities 520

$30Bn
$8Bn

FAtALItIES
OvErALL LOSS In Bn USD
InSUrED LOSS In Bn USD

tHAILAnD
August-October  
2011, Floods 
Fatalities 813

$43Bn
$16Bn

JAPAn
January 1995  
Kobe Earthquake 
Fatalities 6,430

$100Bn
$3Bn

US
October 2012  
Hurricane Sandy,  
storm surge 
Fatalities 210  
(East Coast US, new York)

$68.5Bn
$29.5Bn

US
October 2005 
Hurricane Wilma 
Fatalities 44  
(US, Mexico, Bahamas)

$22Bn
$12.5Bn

US
August 2005  
Hurricane Katrina 
Fatalities 1, 720  
(South East US)

$125Bn
$60.5Bn

US
January 1994 
northridge Earthquake 
Fatalities 61  
(California)

$44Bn
$15.3Bn

US
September 2008 
Hurricane Ike 
Fatalities 170  
(Gulf of Mexico)

$38Bn
$18.5Bn

US
August 1992 
Hurricane Andrew 
Fatalities 62 (Florida)

$26.5Bn
$17Bn

Costliest natural catastrophe events  - 1992-2016 (overall and insured losses)

US
June-September  
2012, Drought 
(Across central and 
southern US)

$25Bn
$12Bn

Further reading

Windstorm risk mitigation checklist
www.agcs.allianz.com/insights/white-
papers-and-case-studies/natcat-checklist-
windstorm/

Flood risk mitigation checklist
www.agcs.allianz.com/insights/white-pa-
pers-and-case-studies/natcat-checklist-flood/

Source: Munich Re NatCatService   Graphic: Allianz Global Corporate & Specialty.
Data as of March 2016. Loss locations are for guidance only.



In BrIEF4 Questions for… 

The motorsports industry is fast-moving and fast-
growing. As a niche market, half entertainment and half 
live event, lots can – and does – go wrong, requiring 
an insurer that understands the perils and pitfalls from 
starting line to finish line, as David Cloward explains.

David Cloward
Global Product Leader Live Entertainment, Allianz Global Corporate & Specialty

natural growth will continue in short oval track 
and road course facilities, with continued efforts 
on driving schools, ride and drive happenings 
and other events held at these type of facilities. 
With race teams, we focus on anything from 
weekly racers to the extremely popular National 
Association for Stock Car Auto Racing (NASCAR) 
Cup series. There are over 50,000 race teams 
annually involved in motorsports. In addition to 
growth in North America, we are excited to grow 
our business outside of North America. Allianz has 
a rich history in support of the motorsport industry 
and we look to build upon our relationships abroad 
to deliver what we believe will be a comprehensive 
and quality product offering.  

How is the motorsports industry changing? 
What are some exciting new trends? 
At one time, the industry was a gentlemen’s industry 
with minimal spectator viewing. Now, spectator 
attendance at motorsports events continues to 
break records. For example, the Indianapolis 500 
automobile race recently broke a record for the 
highest single day spectator event in the history of 
any sports venue – at over 360,000, or about 1 out of 
every thousand people in the US. Industry changes 
continue to raise the safety awareness of activities. 
In the past, changes such as barrier systems to 
meet the demands of increasing vehicle speeds, 
heightened and strengthened debris fencing to 
increase safe event viewing, and the introduction of 
driver safety apparel and improvements in roll cages 
and cockpit protection in the vehicles have directly 
impacted the safety of the industry. Emerging 
trends include road course resorts, which are new 
facilities that cater to members who purchase 
an annual membership and are allowed on the 
track at scheduled times.  Another trend is making 
these events entertaining for the spectators by 
incorporating musical concerts, food/merchandise 
vendors and family activities into the race events. 

Allianz has launched a new product in north 
America - soon to be offered globally - in 
Motorsports. Describe the business. 
Motorsports is among the most popular and fastest 
growing spectator sports in the United States, with 
annual motorsports event attendance at almost 20 
million.  Globally, some race events see attendance 
figures of 125,000 or more. Motorsports insurance 
includes coverage for companies that race 
conveyances such as automobiles and boats, 
industry associations, track venues, competitive 
teams and events, sponsors and vendors, and 
other businesses that support or are involved in the 
motorsports industry.  

What different kinds of risks are included 
under the “motorsports insurance” banner?
We cover racing facilities, events, race teams and 
the sanctioning bodies or racing associations 
that govern the sport. Racing facility risks cover 
clients that own or lease a track or venue such as 
oval tracks, super speedways or road racecourses. 
Event exposures occur at various leased or rented 
facilities, such as ride and drive events where the 
auto industry introduces new models, features 
or options, racing schools and racing clubs and 
associations. Race team exposures are businesses 
or private individuals who come together to 
compete in motorsports events. And sanctioning 
bodies or racing association exposures are risks 
by entities that provide rules and regulations to 
member tracks, ensuring safety precautions and 
setting track rules for teams to follow.    

Where do you see the most natural growth 
areas to be for this product in the future?
There is significant opportunity for growth as we 
have only touched the surface of the industry 
volume in North America. Current efforts are 
directed toward permanent facilities and team 
operations. With permanent race facilities the 
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DAvID CLOWArD
David Cloward has worked 
at Allianz since 2010, in a 
variety of roles, first
with Fireman’s Fund 
Insurance where he was 
Underwriting Director of
Entertainment and 
now with Allianz Global 
Corporate & Specialty, 
in his current capacity 
of Global Entertainment 
Product Leader – Live 
Entertainment. The 
entirety of his tenure 
with Allianz has been 
with the Entertainment 
division. Prior to joining 
Allianz, he worked with 
Berkley Specialty as an 
Underwriting Manager. 
He has worked in the 
insurance industry since 
2005 and has experience 
in both casualty and 
liability underwriting, 
including legal liability, 
professional liability, 
workers compensation 
and excess liability. David 
graduated with a Bachelor 
of Arts (BA) in Business
Administration and 
Management at the 
California State University 
in Northridge. David 
works out of the Burbank, 
California, AGCS office. 
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Paul Carter

Global Head of Risk Consulting at 
AGCS, Paul Carter retires at the 
end of 2016 and is succeeded in 
this role by Tina Baacke, formerly 
Global Head of Catastrophe Risk 
Management, AGCS.

You have worked for Allianz for over 20 
years. What has been the most significant 
change you have seen in the risk consulting 
industry over this period? 
The proliferation of potential risks and new 
exposures. The globalization of business has 
created huge interdependencies and this has 
led to the need for a far more complex risk 
analysis than in the past. When I started in the 
business, we could never have imagined major 
losses arising from incidents in China, Japan 
and Brazil, for example. This has led to the need 
for engineering skills that were unheard of 25 
years ago.

What would you say are the major 
challenges facing your clients today? 
The global nature of business and the 
various exposures on complex supply chains. 
Regardless of the environmental debate, we 
have seen a massive increase in the number 
of weather related incidents. Of course, this is 
partly due to the industrialization of areas that 
were formerly rural economies, for example 
parts of Brazil and Asia where floods, hurricanes 
and typhoons had minimal global impact when 
these areas were undeveloped. 

Which emerging risks do you think will 
most impact businesses in the future? 
I have a whole section of my team dealing with 
emerging risks and they are far more qualified 
to answer this question than I am. However, 
what I do see is an increasing awareness of 
reputational risk which can be triggered by 
numerous exposures. As they say, it can take 
100 years to build a company’s reputation and 
only a few minutes to severely damage or even 
destroy it.

What is the most interesting risk project 
you have worked on during your career? 
There were quite a few. Working for Airbus on 
the A380 project offered unique challenges 
on an almost daily basis. Some of the projects 
linked to the defense industries, for example 
the construction of nuclear submarines, were 

interesting, not just because of the technologies 
involved but also because so little information 
was made available for obvious reasons. 

You are set to retire at the end of this 
year. What will you miss most about the 
insurance industry and your clients? 
What are your plans for retirement? 
I will miss some of the people who I have 
known and worked with for over 25 years. They 
became good friends rather than just work 
colleagues. The word retirement suggests 
something for older people so I call it “re-
alignment of my availability”. I have so many 
plans, some of which are already starting to 
take shape. I began mountain biking again last 
year after a gap of more than 10 years and with 
a few friends plan to do some quite long rides; 
for example from Seattle to San Diego! Finally, I 
want to re-connect with my long-held interest 
in physics. 

Insurers have a vital role to play in ensuring the impact of a loss event is minimized but 
they can also help to prevent incidents from occurring in the first place. Outgoing Global 
Head of risk Consulting at AGCS, Paul Carter reveals how the risk consulting industry 
has changed during his 20-year career with Allianz and identifies the emerging risks that 
will pose challenges in the future.

Loss prevention and mitigation advice

Introduction

Snow and ice removal may seem like a mundane task, 
especially knowing that it will eventually melt. Business 
owners, however, must manage snow and ice removal 
to help reduce the exposure to slip and fall accidents 
by customers and employees.

This bulletin provides tips and reminders for evaluating 
and managing the exposures created by harsh winter 
weather.

Establish snow clearing responsibilities

 ◾ Make pre-season arrangements with a qualified snow 
removal contractor. Define specific responsibilities 
you expect of the contractor, including locations, 
conditions and frequency of removal.

 ◾ If you use employees for snow removal and ice 
control, establish the same procedures you would for 
a contractor.

 ◾ If contractors are used, signed contract should include 
risk transfer and hold harmless language favorable 
to the property owner.  Assure that the contractor 
is licensed, employs qualified workers and utilizes 
appropriate equipment.

 ◾ If you require tenants to be responsible, detail snow 
removal responsibilities in the lease agreement.

 ◾ Keep in mind that the property owner is ultimately 
responsible for the safe and timely removal of snow 
and ice.

Establish inspection and clearing requirements

 ◾ Keep a log of all inspections, names of those 
conducting the inspection, and what action was taken 
(applying ice-melt and sand). Maintain logs for at least 
three years.

 ◾ Don’t limit snow removal to a specific level of 
accumulation. Insist that any snow and ice be removed 
from walkways, parking areas, entrances and stairs.

 ◾ Even if removal takes place in the morning, assess 
conditions during the day, and apply remedies as 
needed. If the weather is expected to turn cold at 
night, apply ice-melt before re-freezing occurs.

Conduct removal operations at optimum times

 ◾ Arrange for the contractor or staff to remove any snow 
or ice in pedestrian or parking lots areas before normal 
traffic occurs.

 ◾ If conditions require that removal take place during 
normal business hours, restrict access to the area until 
the operation is completed.

Develop a removal plan

 ◾ Move snow to a low point where drainage can carry 
the melt away from pedestrian and vehicle traffic.

 ◾ Prior to the onset of the snow season, arrange to clean 
and clear all drains of obstructions.

 ◾ Piling snow near the entrances to parking lots or at 
other intersections may obstruct a driver’s vision and 
make vehicle accidents more likely.

Snow and Ice Removal 
Safeguards
Allianz Risk Consulting

Risk 
Bulletin

2016

 Allianz Global Corporate & Specialty® 

Allianz Risk Consulting
North America
+ 1.888.527.6872

 AGCS_Insurance
www.agcs.allianz.com

Introduction

Extreme weather conditions are occurring more 
frequently with the impact on businesses becoming more 
severe. This bulletin is designed to highlight some key 
actions which can be taken by clients to address winter 
weather-related hazards to their business and includes a 
sample checklist to provide guidance and heighten 
awareness of the risks.

Changing weather can impact any business especially at 
the onset of winter. Extreme cold, heavy snow and ice can 
immobilize a facility or an entire area, leading to asset 
damage and an interruption of business operations. 
Winter storms can also result in power outages, flooding, 
closed transport networks and blocked roads. Locations 
not normally experiencing such extremes are now seeing 
these effects more frequently.

Examples of winter weather-related hazards include:

•   Heavy snow or ice accumulation on building roofs, 
outdoor equipment, power lines, etc., leading to 
potential collapse.

•   Low temperatures causing freezing of water filled pipes, 
including process and sprinkler systems.

•   Blocked roof drainage systems and guttering  
leading to a back up of water and subsequent ingress 
into buildings.

•   Temporary heaters creating potential fire hazards.
•   Lack of access to facilities due to heavy snow, ice  

or flooding.
•   Heating system failures leading to low temperatures 

within facilities and a cessation of operations.

Winterization Checklist
Allianz Risk Consulting

 Allianz Global Corporate & Specialty®  www.agcs.allianz.com

www.agcs.allianz.com

In an effort to help you minimize the damage that may 
occur from winter weather, Allianz Risk Consulting has 
developed the following checklist that should be 
completed before, during and after a winter storm. This 
checklist is not intended to be all inclusive and should be 
used as a guide, taking into consideration your specific site 
conditions and processes. 

Winter storms may also produce high winds, and  
flooding may occur as snow and ice melt. Please refer  
to the separate Windstorm Checklist and Flood Checklist 
for detailed guidance preparation and precautions for 
these perils.

Should you have any questions about winterization or 
want to discuss any aspect of risk management in greater 
detail, please feel free to contact your local engineer at 
Allianz Risk Consulting. For any insurance claims, please 
contact your insurance broker or Allianz Global Corporate 
& Specialty.

Allianz Risk Consulting produces a number 
of guides which focus on the management, 
control and reduction of different risks.
Now at www.agcs.allianz.com/insights

Snow and Ice removal Safeguards 

u This bulletin provides tips 
and reminders for evaluating 
and managing the exposures 
created by harsh winter
weather.

Winterization Checklist

u A guide on what to do  
before, during and after a 
winter storm to help  
minimize potential damage.
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More than just a 
power station…

MICHAEL GrIMM

More powerful, more efficient, more environmentally-
friendly and more flexible – Siemens has built the world’s 
most modern gas and steam power plant for the utility 
company Stadtwerke Düsseldorf in Germany. AGCS insured 
the $500m+ (€500m) construction of this innovative facility. 
In doing so, it has also contributed to the creation of a symbol 
for future-oriented electricity and heat generation. 
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SGt5-8000H – what sounds like the name of a 
Droid hero from the “Star Wars” series is actually 
the designation for a present-day masterwork from 
Siemens. More precisely, it involves a gas turbine that 
can perform true wonders as the key component in a 
gas- and steam-turbine power station. Siemens has built 
such a power plant for the utility company Stadtwerke 
Düsseldorf AG. Even before the official delivery – which 
arrived ahead of schedule – it was certain that the facility 
would immediately set several new world records. 
Experts see the highly optimized machinery as key to the 
energy revolution. Nevertheless, the “Fortuna” gas- and 
steam-turbine power station at the Lausward location in 
Düsseldorf’s harbor area may remain the only one of its 
kind in Germany for now. But first things first.

The purely technical features of the brand-new power 
station are impressive: more than 600 megawatts 
(MW) of power-generating capacity through just one 
unit – a world record. Electrical efficiency of more than 
61% – another world record. And finally, the third coup 
– “Fortuna” can deliver up to around 300 MW for the 
district heating system of Düsseldorf. In combination 
with the other records, this mark is also globally 
unprecedented. And it is decisive for the environmental 
goals of the city on the banks of the Rhine. “The energy 
revolution in big cities also means a heating revolution,” 
says Udo Brockmeier, CEO of Stadtwerke Düsseldorf. 
The city aims to be climate-neutral by 2050. Thanks to 
the heat-extraction process, fuel utilization is boosted 
to as much as 85%. “That reduces CO2 emissions by 
600,000 tons in 2016 alone,” Brockmeier adds proudly. 

Environmentally-friendly and flexible 
He has a right to be proud because at the end of the 
year a hot-water storage unit will also be brought 
online, making the power station even more 
environmentally-friendly and flexible. The principle 
of the storage unit is simple: As soon as more heat 
is extracted from power generation than the city of 
Düsseldorf needs at that point in time, the storage unit 
absorbs the excess thermal energy. On the other hand, 
if there is a minimal need for electricity while there is a 
strong need for heating, this is covered by the storage 
unit without creating additional emissions.
 
Flexibility and efficiency. From the start, these two ideas 
preceded the development of the 450-ton 8000H gas 
turbine and its components. Willibald Fischer, Director 
of Gas turbine Project Engineering at Siemens, 
recalls: “We started the 8000H program at the beginning 
of the 2000s. We had derived the following requirements 
from market developments beforehand: The worsening 
resource shortage of fossil fuels increases the need for 
efficiency of the components and the entire power-
station solution. In addition, our focus was on the topic 
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The plant will supply 600,000 residents in Dusseldorf with heating and electricity.

More than just a 
power station…

tHE 1 MInUtE DIALOGUE
u   New power plant sets three energy output world 

records

u   Experts see the highly optimized machinery as key 
to the energy revolution

u   Plant is reducing CO2 emissions by 600,000 tons in 
2016 alone – equivalent to the amount emitted by 
265,000 new medium-sized cars with an annual 
mileage of 15,000 kilometers

u   Insurance has key role to play in developing a 
prototype facility
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of flexibility because power stations must also become 
much more flexible due to the significant growth of 
renewable energies.” 

Wind and sun aren’t continuous energy sources. The 
seasonal and weather-related fluctuations can be offset 
by modern gas and steam power plants due to their short 
start-up times. They operate like a clock and harness 
the sometimes wild potential of renewables. At least 
theoretically. Because the prototype plant in Bavaria’s 
Irsching power station, where the 8000H turbine first went 
into operation after 10 years in development, was “only” 
a technological success. During a test run in May 2011, 
an electrical efficiency level of 60.75% was achieved – a 
sensation. But not sustainable. Commercially speaking, the 
poster child for future power generation in the post-atomic 
era quickly became a challenge for the plant operator 
E.ON. There are many reasons for that. All of them relate 
to the current paradigm shift in Germany. On the one 
hand, renewable energies take priority in the grid supply. 
On the other hand, coal is now so cheap that gas-fired 
power plants cannot match the low electricity prices on 
the power exchanges. And then there is also emissions 
trading, which has failed to have an impact even years after 
its introduction. The CO2 certificates are simply too cheap. 
There are too many of them in the market. So it has turned 
out that coal-fired power plants are still running at full 
speed in the country that launched the energy revolution.

Ideal framework
“Fortuna” seems to defy all these odds. That’s not just 
a lucky coincidence, as the name would suggest, but 
has a lot more to do with ideal framework conditions. 
The gas unit was constructed on the foundations of 
the former coal-fired power station. Therefore, the grid 
infrastructure already existed, as well as the proximity to 
the city. The power station’s central location is a perfect 
fit for cogeneration of heat and power. Heat production 
is the crucial distinction from the Irsching plant. Only 
heat production can make the facility really profitable. 

On the technical side, the engineers have again gone the 
extra mile. “More precisely, it involves a combination of 
many detailed improvements to the whole turbine,” says 
Fischer. He was already the project manager responsible 
for testing prototype machines in Irsching, so he knew 
where to start. With regard to the compressor, it was 

about the flow dynamics of aspirated air. In the area of 
combustion, the challenge was to comply with emissions 
limits. A higher combustion temperature does indeed 
increase the efficiency, but unfortunately it also raises the 
levels of nitrogen oxide. The turbine itself had to withstand 
the stress of temperatures in excess of 1,500 degrees 
Celsius. And finally, the host of developers also managed to 
significantly extend the downward range for partial-load 
operation to 35%. Converted for the Lausward location, 
this means a minimum of 200 MW without exceeding 
the CO2 emissions limit at the same time. That, too, was 
achieved by modifying the combustion system. Partial load 

Facts & Figures
How does a gas- and steam-turbine power 
station work?
With a gas turbine, filtered combustion air is fed into 
the compressor, then condensed at high pressure 
and burned, together with the delivered natural 
gas, in the combustion chamber. These combustion 
gases drive the turbine blades and set the “runner” 
in a rotating motion. This, in turn, powers the 
generator. Electricity is produced. The generated 
steam is extracted and channeled to as many as 
three heat condensers, in order to produce warm 
water for district heating.

What can 61.5% electrical efficiency do?
A gas and steam power station like this, with 
electrical efficiency of 61.5% and a total efficiency 
level of 85%, saves about 600,000 tons of CO2 in 
the first year of operation. This corresponds to the 
amount of CO2 emitted by 265,000 new medium-
sized cars with an annual mileage of 15,000 
kilometers. By 2025, the CO2 figure should even 
exceed 1 million tons.

600,000
Number of Düsseldorf residents who are supplied 
with heating and electricity from “Fortuna.”

1,340 MW
This much thermal energy can be saved in total. 
At the end of 2016, a hot-water storage unit will 
make the new natural-gas power station even 
more environmentally-friendly and flexible. With a 
height of 58 meters and a diameter of 30 meters, 
the district heating storage unit possesses enough 
volume for about 35,700 cubic meters of water. In 
total, up to 1,340 megawatt hours of thermal energy 
can be saved.

40 minutes
Within this time, the “Fortuna Powerhouse” can go
from zero to running at a load of 100%.

“The turbine itself had to 
withstand the stress of 
temperatures in excess of 
1,500 degrees Celsius”
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is a bit like the core competency having a dialogue with 
the renewables. It allows the operators to curb their own 
production when wind- and solar-generated electricity 
floods the grids. Conversely, the power station can also get 
started again immediately.

Underwriting guides engineering
So how do you insure the construction of such a prototype 
facility? Through a profound technical understanding or, 
as robert Maurer puts it, with the help of the following 
maxim: “underwriting guides engineering.” Maurer is 
Head of Engineering Underwriting for Central and 
Eastern Europe at AGCS. “Whoever wants to insure 
prototype facilities – and we are leaders in this area – must 
make a considerable effort.” 

“It is important that the producer involves the insurer 
in its planning at an early stage. Siemens does this 
incredibly well,” says Maurer, praising the collaboration. 
“It really is unusual how we are so closely involved,” 
confirms Gerhard Müller, Senior risk Consultant at 
AGCS. Both Stadtwerke and Siemens provided Müller 
and his AGCS team with all the insights that they needed 
for their risk assessment. “At the beginning we naturally 
asked ourselves: 61% efficiency and various other records, 
how can that be – such a short time after Irsching?” 

The duo of Maurer-Müller was already active with Allianz 
back then. This time, too, there was certainty at the 
end of the process in safely promising that the facility 
wouldn’t have to run constantly in the red range to 
achieve these results. In return for the trust and close 
cooperation, AGCS ultimately pledged full coverage. In 
total, the covered amount from construction insurance, 
erection insurance, project insurance and asset-damage 
insurance came to €470m. “Such coverage puts us in 
the Champions League,” Maurer says. It is all the more 
regrettable, he adds, that this type of gas and steam 
power plant simply doesn’t pay off at the moment 
because of the political situation. At least not in Germany. 
In a global context, however, the industry is experiencing 
a noticeable revival, largely thanks to the showcase power 
stations in Irsching and Düsseldorf, he notes.

Biggest individual order
Irsching provided a bombshell. While Siemens was still 
more or less on its own with the SGT5-8000H in 2011, 
a real race has emerged for the most efficient type of 
turbine since then. The toughest competitor is longtime 
rival General Electric (GE). However, more competition 
is emerging around the globe, for example, in Africa, 
China, Vietnam and the Middle East – generally where 
growing populations go hand in hand with economic 
development, which drives up power demand 
exorbitantly. Recently, Siemens clinched the largest 
individual order in its history with an €8bn contract. In 

Egypt, the industrial giant will construct, among other 
things, three gas and steam power plants, each with a 
capacity of 4.8 gigawatts and a total capacity of 14.4 
gigawatts, over the next few years using the same 
turbine technology – 24 times greater than the installed 
capacity of the power station in Düsseldorf. 

Future outlook
Perhaps in the not-too-distant future the tide will turn 
in favor of more modern gas-fired power stations in 
Germany as well. For example, when the last nuclear 
reactors leave the grid. Then other technologies will have 
to fill the gap. One means to harmonize the different 
energy sources and electricity generation plants even 
better in the future is called power-to-gas. In this system, 
excess energy from renewables is converted into 
hydrogen, using electrolysis, and saved. When needed, 
this could then be used directly in fuel cells to power cars 
or generators, for example. Or hydrogen can be used to 
create methane, also called synthetic natural gas, with 
the help of carbon dioxide. Fed into the natural-gas grid, it 
can ultimately fuel a gas and steam power plant. What’s 
special about the synthetic gas is that carbon dioxide is 
captured in production, in contrast to delivering fossil-fuel 
natural gas. That’s how a closed CO2 cycle comes about. 

Until this cycle is complete, the power station in 
Düsseldorf remains, for now, a “symbol for future-
oriented electricity and heat generation,” as Stadtwerke 
boss Brockmeier puts it. For this reason, and because 
“Fortuna” shapes the cityscape, his company has also 
attached a lot of importance to the facility’s exterior 
and has announced an architecture competition 
especially for this purpose. The facade’s futuristic 
design underscores the lighthouse effect. From the 
so-called city window at a height of 45 meters, visitors 
to the power station are offered “an impressive view 
of the North Rhine-Westphalian state capital and its 
surrounding areas,” Brockmeier says enthusiastically. 
With this type of transparency, Stadtwerke aims to 
increase its customers’ awareness of the city’s energy 
needs and where the energy actually comes from.

The turbine at the Siemens plant in Berlin.

Ph
ot

o:
 S

ie
m

en
s A

G



rISK  
FUtUrES:  
AUtOnOMOUS 
DrIvInG

the road 
ahead…
With fewer accidents and more complex claims, driverless cars  
will require a very different approach to insurance.

StUArt COLLInS

14

As autonomous vehicles hit the streets, risks will shift from human-errors to product-errors.Photo: Fotolia
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An Uber robot car takes you to the train station, 
and when the train arrives an autonomous bus or a 
driverless taxi is waiting to transport you to your final 
destination. All organized from a smart phone, all 
automated and seamlessly coordinated.

As Jacob Fuest, Head of Automotive Innovation 
Center, Allianz Global Automotive tells Global risk 
Dialogue, this is the future of transport. It will be many 
years before such a scenario becomes reality, but a 
transformation is underway, he believes.

Three clear trends are emerging, says Fuest – that of 
connected cars, increased automation and shared 
mobility. New cars will increasingly feature connected 
and driver assistance technology, while a host of 
technology companies and car manufacturers are now 
developing and testing autonomous vehicles for private 
and fleet use. 

Ethical and liability debate
However, a smooth ride for driverless cars is not 
guaranteed. According to Carsten Krieglstein, Head 
of Liability at AGCS Central & Eastern Europe, the 
introduction of driverless cars will require changes 
to existing laws around liability, as well as an ethical 
debate. 

Under the relevant national laws, which are shaped by 
the 1968 Vienna Convention on Road Traffic, the driver 
of the vehicle is responsible for damage and personal 
injury to third parties in an accident. Although the 

tHE 1 MInUtE DIALOGUE
u   The case for greater automation is compelling 

– cars should be more efficient, more 
environmentally-friendly, and safer 

u   Human error contributes to over 90% of accidents, 
so accident rates expected to fall significantly. 
Decline in claims frequency for vehicles using 
advanced driver assisted systems

u   Causes of accidents in the future could look very 
different. Today, liability lies mostly with the driver. 
In future manufacturers, software developers and 
fleet operators will be under the spotlight

u   Allianz is already offering discounted motor 
insurance for cars including driver assistance 
technology. It also insures testing of driverless 
technology, as well as autonomous vehicles such 
as driverless buses

Vienna Convention was amended in March to allow 
driver assistance technologies, the driver must remain 
in control and is responsible for any damage.

“An important question for the future will be whether a car 
is driven, not by a person but by a machine,” says Krieglstein. 
“For fully automated driving, the legal environment would 
need to allow a vehicle to be liable for an accident. This is a 
major obstacle that needs to be overcome,” he explains.

A potentially more taxing challenge for driverless cars 
will be how machines perform when faced with ethical 
decisions. For example, if a child runs out into the road, 
a vehicle may have to choose between hitting the 
pedestrian or swerving at the risk of hitting a cyclist. 
 
“Technology is not the problem. But we do need to 
recognize that difficult ethical decisions will need to be 
made by machines,” says Krieglstein.

Advanced driver assistance systems
True driverless cars may be some way off, but advanced 
driver assistance systems (ADAS), which range 
from automatic parking to collision avoidance and 
autonomous cruise control systems, are already being 
incorporated into many brands of cars.

These automated technologies will pose their own risks, 
such as an increased risk of cyber-attack or systems outage. 
The technology is also still very much in a test phase. 

At present, such technology is best suited to driving on 
highways, and has yet to be proven in more challenging 
driving conditions, such as city centers, explains 
Krieglstein. So drivers will need to remain in control of 
their vehicle for many years to come, he predicts. 

And when true driverless cars do take to the roads in 
significant numbers, they will have to co-exist with non-
automated traffic, including cyclists, motorbikes, as well 
as other, and older, cars, he adds.

Human versus auto
The case for greater automation is compelling – cars 

“Automated technologies 
will pose their own risks, 
such as increased risk of 
cyber-attack or systems 
outage”
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Extreme weather conditions, like snow or rain, could 
interfere with sensors while driving conditions 
could push technology beyond its limits. And there 
will be a question over the ability of technology to 
perform reliably and effectively over the life span 
of the vehicle. In addition, humans are behind the 
technology, software and algorithms, so there will still 
be opportunities for mistakes.

There have been fatal accidents involving Tesla cars that 
allegedly involve the vehicles’ advanced cruise control 
systems. For example, the preliminary report into a 
2016 Tesla crash in Florida by the National Highway 
Traffic Safety Administration (NHTSA) noted that Tesla’s 
“autopilot” had failed to break for a white-colored truck 
against a brightly lit sky.

Accidents of the future
Causes of accidents in the future are likely to look very 
different and liability will be more complex, according 
to Fuest and Krieglstein. While today, liability lies mostly 
with the driver, in the future manufacturers, software 
developers and fleet operators will assume much more 
liability, they explain.

“With fewer accidents, motor insurance will not have 
the same impact in the future but there will be an 

should be more efficient and more environmentally-
friendly, and most significantly, they should be safer. 
It is estimated that human error contributes to more 
than 90% of road accidents, so the expectation is that 
accident rates would fall significantly with driverless 
cars.

“Systems make fewer mistakes than humans and we 
already have witnessed a decline in claims frequency for 
vehicles using advanced driver assisted systems,” says 
Fuest.

However, while autonomous technology will help 
reduce accident rates, accidents will continue to 
happen. For example, animals or pedestrians will still 
unexpectedly step out into the road, while, of course, 
technology is not infallible.

“We already have witnessed 
a decline  in claims frequency 
for vehicles using advanced 
driver assisted systems”

Source: United Nations Graphic: Allianz Global Corporate & Specialty

1.3 million people die each year as 
a result of road traffic accidents

90%+ of accidents are caused  
by human error.

50 million people are injured 
globally as a result of road traffic accidents

Road safety – the vital statistics
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increasing shift to product liability for motor 
manufacturers and product recall. Cars are 
becoming more complex and any technical fault 
could result in a major recall,” says Krieglstein.

A recent study by insurance broker Aon 
predicts that autonomous vehicles could 
reduce US motor insurance premiums by more 
than 40% by 2050i. Its estimate is based on 
an 81% reduction in claims frequency, and an 

increase in claims severity due to sensor costs and an 
increased cost of handling product liability claims.

However, as long as there are serious accidents, there 
will continue to be a need for some form of compulsory 
third party liability insurance. And for accidents 
involving autonomous vehicles, this could see the 
insurer compensate third parties and then pursue the 
manufacturer if they are at fault. 

“In the future we will see changes in how motor insurers 
assess their risks. However, the risk for the insurer won’t 
disappear completely, instead shifting from the ‘human 
error’ to the ‘product error’ category,” says Krieglstein.

Strict liability combined with insurance will remain 
the “optimal solution” for resolving third party liability, 
believes Fuest. 

“In many ways, insurance will outwardly continue to appear 
as it does today and it is likely to remain mandatory for 
vehicles on the road for the foreseeable future. However, 
there will be different processes going on in the background 
and it will be delivered in a wider variety of ways,” he says.

Implications for insurance
Automation will have further implications for insurance, 
according to Fuest and Krieglstein.

For example, technology is likely to contribute towards 
a decline in car ownership, in favor of motor fleets, 
car-sharing and driverless taxis. This could see insurers 
move away from providing millions of single annual 
motor insurance policies to drivers, instead providing 
large policies purchased by manufacturers and fleet 
owners and operators. 

Car manufacturers are already looking to offer broader 
“mobility services” that bundle running costs and 
insurance into a single fee.

The shift to product liability will require insurers to 
develop technical expertise and not rely on historic 
data and driver profiling for pricing. Allianz has already 
started building teams of engineers with experience in 
automotive and driverless technology.

“Our automotive clients are working on developing 
driverless and driver assistance technology, and are 
looking for the support of insurers. Allianz is working 
with vehicle manufacturers and suppliers, discussing 
the potential risks and developing future coverages,” 
says Krieglstein.

Innovation
Allianz has been developing insurance products in a 
number of areas. For example, it offers discounted 
motor insurance for drivers (see box below) with cars 
that already include driver assistance technology. 
Allianz is also insuring driverless technology during 
testing as well as autonomous vehicles – in the US and 
the Netherlands Allianz insures EasyMile driverless 
buses. Meanwhile, together with auto giants BMW 
and Toyota, it has also recently joined forces with 
autonomous vehicle technology company Nauto. Under 
this agreement it will license data and technologies in 
order to better understand how drivers and vehicles 
behave and perform.

“The risk for the insurer 
will shift from the ‘human 
error’ to the ‘product error’ 
category”

Graphic: Allianz Global Corporate & Specialty

Autonomous driving – cheaper  
as well as safer?
With nine out of 10 traffic accidents estimated to be 
caused by human error, it is believed that this tally can 
be dramatically reduced through semi-autonomous 
vehicles, equipped with emergency breaking systems, 
automatic parking or adaptive cruise control. 

“We have high hopes for these new technologies. 
As European studies show, they will play a key role in 
improving road safety, one of Allianz’s priorities for 
many years,” says François nédey, Chief Underwriting 
Officer Property-Casualty at Allianz France.

Allianz France has therefore launched a unique offer 
for semi-autonomous vehicles, with a rebate of up to 
25% on the insurance premium, the first offer of its kind 
in France. As of August 2016, some 2,000 drivers were 
benefitting from this protection, which was launched in 
May, with many more expected to follow.

DID YOU KnOW?
By 2035, around 30% 
of all vehicles will be 
partially or fully auto-
mated, according to a 
study by consultancy 
Oliver Wymanii

i Global Insurance Market Opportunities (GIMO) report, 2016, Aon
ii Automotive Manager 2015, Oliver Wyman
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Insurance, like the rest of the world, is rapidly changing: 
customers expect results now, technology is progressing faster 
than the industry it serves, and market boundaries are shifting 
like tectonic plates resulting in a disruptive shock for the industry. 
Over the following pages, Global risk Dialogue looks at some of 
the ways in which the application of technology and innovation is 
changing the way the insurance industry conducts business.

Insurance 2.0:  
How innovation and 
technology is  
transforming the  
risk business 
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tHE 1 MInUtE DIALOGUE
u  What is InsureTech – and will it remake the 

insurance industry? 

u What’s the big deal about big data?

u  What is “blockchain” and will it transform 
insurance?

u What are tomorrow’s risk tools?

u  The changing role of the underwriter

u  Recruiting, retaining and plugging the  
“brain drain”

u Identifying the next big liability risk

u  Rethinking risks: innovation and catastrophe risk 
management

u  How is a changing climate changing risk 
management?
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Imagine a commercial insurance world where 
customers interact with brokers and insurers 
through smart devices – simply, efficiently, quickly 
– as their primary channel of communication. 
Automated “robo-advisers” provide quotes, 
process submissions and issue renewals. 
Smartphones and drones improve claim 
processing. Machine-to-machine communication 
drives the daily commerce of policy processing. 

Automated underwriting frees underwriters from the 
paper grind to become data scientists.

Is it too far-fetched? It’s not that hard to imagine, 
because smart commerce is already prevalent in so 
many aspects of our daily lives – from personal banking 
to health insurance to online shopping. 

Throughout the history of insurance, the various parts 
of the value chain – underwriting, capital management, 
claims management – have always improved in 
performance by adapting to new technologies. 
Insuretech, and its parent, Fintech, are transforming 
the insurance and financial services industries due in 
part to a reaction to the financial crisis of 2008-2009 
and plunging interest rates, but also because smart 
commerce is so prevalent elsewhere that customers 
have come to expect it. The bulk of FinTech companies 
are in Asia, particularly China; the US, so far, dominates 
the InsureTech space.

And start-up companies are responding quickly and 
confidently to those expectations. But the bulk of the 
activity has been in the non-commercial space. The 
move into the commercial space will likely be in the 
small-to-medium enterprise (SME) sector.

“Investors are very excited in the innovation potentiality 
of the InsureTech space,” says Hartmut Mai, Member 
of the AGCS Board of Management, CUO Corporate 
Lines. “The financial industry has a reputation of being not 
too innovative, so this is a big growth area. Allianz is taking 
new technology seriously and encouraging investment 

in new InsureTech companies that improve the customer 
journey through support initiatives like Allianz X (see box).”

“Innovation isn’t happening just in a bubble or just in 
one department of one insurance company. Innovation 
is happening now all over the place in our industry.”

Innovation, like any business improvement, must 
create a return on investment and innovative insurance 
solutions must add value to the customer experience 
and revenue streams to the company.

Mai describes innovation as an entrepreneurial activity. 
An idea sparks the awareness that a new or improved 
revenue possibility exists. The idea gathers steam and, with 
investment of resources and a clear strategy for exploration 
and hopefully implementation, is brought to fruition as a 
value-add business improvement. It usually isn’t done in 
isolation, either. Innovation is a group endeavor.

“Investment in innovation is the life blood for building 
the future of the organization,” Mai says.

As the following pages reveal, data improvement, 
predictive analytics, just-in-time, agile risk management 
assessment and pricing – these are just a few of the 
ways in which the industry is changing in order to 
survive and thrive...

IDEA +  InvEStMEnt +  StrAtEGY  

=    BUSInESS IMPrOvEMEnt/ 
  rEvEnUE GEnErAtOr

Turning innovation into reality 

$2.6Bn
raised by insurance 
technology start-ups 
in 2015i; more than 
the previous five years 
combined

90+
deals in 2016 
to date, raising 
$1.5bnii

i Global  Insurance tech start-up investment surges, Financial Times
ii Financial Times, Financial Technology Partners

What is Allianz X?
Allianz X is a business designed to help 
entrepreneurs grow new InsureTech companies. 
Program participants are employed as 
“entrepreneurs in residence” with a salary and are 
led through the company-building process until 
they become healthy InsureTech start-ups. FairFleet, 
an on-demand aerial inspections business which 
links qualified pilots with customers in need of drone 
services (see page 23) is an example of a business 
supported by Allianz X.
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What’s the big deal  
about big data? 

Data analysis has always been part of an insurer’s core 
business. Until now, the spotlight has been on analyzing 
in-house data, however in future, as the data generated by 
our digital lives grows exponentially, external data will far 
outweigh data in-house.

The continuous enhancement of analytical methods 
allows for new forms of risk assessment.  Initially, 
both business analytics (evaluating data), and its sub-
categories, data mining (knowledge from giant data 
portfolios) and predictive analytics (predicting trends 
and behavior on the basis of giant data portfolios), will 
supplement the existing risk analysis and may replace it if 
they prove reliable in identifying relationships, trends and 
patterns that are buried in large amounts of data. 

the digital universe
According to IBM, the three billion users surfing the web 
today with multiple gadgets are currently producing 2.5 
quintillion bytes of data – every single day.  Around 90% 
of the data available today has been generated in the last 
two years alone. In 2020, the digital universe is expected to 
contain 44 trillion gigabytes, equivalent to five times the 
amount it contains today.

Unlike the volumes of data generated in the digital world, 
insurers’ in-house data is subject to regulations; nor does it 
provide a glimpse into the future. Insurers who know how to 
use the vast amounts of external information in combination 
with their own insights will be in a position to estimate risks 
and gauge customer needs with greater accuracy.

Business interruption risk
When it comes to business interruption and supply chain 
risks, data analytics has enormous potential. AGCS is 
currently working on an application that scans public data to 
identify and visualize companies that have supply links with 
other companies. This helps to make complex supply chains 
transparent and identifies bottlenecks where downtime 
could be critical. This could be a sub-supplier based in a 
region that is susceptible to typhoons, for example.

If this supplier were to suffer from business interruption, 
consequences would be far-reaching, possibly affecting the 

industry, as well as the insurer. The data analytics application 
helps to identify the supply chain’s breaking points. 

However, big data analysis requires an investment in 
both people (see page 24) and appropriate systems. High 
performance IT platforms linking a variety of internal and 
external data models are also a must. 

The possibilities of data analytics go beyond the scope 
of conventional insurance underwriting. Data analytics 
could also be used in claims to enhance fraud prevention, 
the setting of reserves or recovery management. There is 
also a plethora of opportunities for applying data analytics 
in pricing, product development or when optimizing 
customer relationships and sales channels. 

Innovative data applications and data-based business 
models are not just crucial for the survival of industrial 
insurers, they are indispensable.

How can big data and digital technology help insurers engage 
more personally with customers?

Good data drives improved risk 
assessment
A competitive edge in the insurance industry is 
based on having the most up-to-date information 
and channeling it efficiently. Innovative tools will 
supply underwriters, loss engineers and claims 
adjusters with the ability to better assess a client’s risk, 
providing numerous hazard resources, geographic 
information system (GIS) “geoinfometrics”, ad-hoc 
solutions to assess terrorism exposure or contingent 
business interruption (CBI) risk, and other real-time 
risk solutions. 

“The quality of data received from customers 
has also significantly improved as they become 
more knowledgeable and risk-aware of natural 
catastrophes and how insurers can assist in their 
being better prepared. We are all improving together 
– and changing the industry in the process,” says 
Cosmin tanasescu, Head of Catastrophe risk 
Services, AGCS. “But it all begins with good data.”
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Blockchain: What is it and  
will it transform insurance? 

“Distributed ledger technologies” or blockchain holds 
promise in delivering safe, secure and instantaneous 
insurance transactions from customers to insurers 
and reinsurers.

“Blockchain is a revolutionary protocol enabling 
digital contracts and transactions to take part 
across multiple parties in a secure, transparent and 
auditable way,” says Fei Zhang, Lead of Blockchain 
Projects at Allianz Disruptive technologies, 
Group Enterprise Architecture.

For insurance applications, transactions could be closed 
online, resulting in a “smart contract” instantaneously 
accessible to all parties. The contract would be immutable 
and identifiable by an embedded program code that 
executes at a pre-set time. This kind of technology provides 
increased transparency and convenience.

The technology can also be used in catastrophe risk 
management. Allianz risk transfer (Art) and 

Blockchain is a new way to securely and safely store and organize 
data as a smart contract. Can it transform insurance data 
management? 

1Blockchain: Enigma. Paradox. Opportunity, Deloitte

The B3i initiative - 
Allianz has partnered 
with four other 
insurers to explore 
the potential of 
blockchain for the 
insurance industry.
u   05

nephila Capital Ltd. recently co-
piloted a project using blockchain 
smart contract technology to 
transact catastrophe swaps. 
The test run demonstrated that 
transactional processing and 
settlement between insurers and 
insureds can be faster and easier 
to process, but that blockchain 
carries potential uses for trading 
catastrophe bonds and other risk 
transfer transactions, as well as 
other insurance transactions. 

“Regardless of its use,” explains 
richard Boyd, Chief Underwriting 
Officer, Art, “by replacing the 
human interventions which are 
currently embedded throughout the 
entire risk transfer process, frictional 
delays and the risks of human error 

are completely removed, with a radical effect on the speed 
and efficiency of the process.”

At the end of the day, however, blockchain will require 
a degree of change management to persuade the 
insurance industry of its value and encourage a “let’s do 
it” approach, rather than a “let’s wait and see” one. 

Beyond tactical organizational changes, according to 
a Deloitte study1, potentially blockchain will require 
engaging with like-minded organizations (e.g. the B3i 
initiative) to develop industry strategies and prepare for 
change. Understanding the risks and level of disruption 
beforehand is also key to the design of effective systems.

“Allianz’s strategy in blockchain is to explore different 
categories of potential  use cases and create strategic 
options for future moves,” says Zhang, “so that we are 
ready to act when we need to. We remain very open 
to the technology and its potential to transform our 
industry.” 

Customers	  purchase	  
insurance	  

Contracts	  enter	  
the	  blockchain	  

Primary	  insurers	  sign	  
on,	  assuming	  part	  of	  

the	  risk	  

Automa9c	  flow	  of	  
informa9on	  	  and	  money	  

Reinsurers	  
assume	  part	  of	  

the	  risk	  

“Cloud”	  of	  contract	  data	  
Blockchain	  and	  insurance	  

Blockchain	  
(transparently	  linking	  
mul9ple	  transac9ons	  

along	  value	  chain)	  

C
o

ntract	  co
m

p
lete	  

Block	  –	  transac9ons	  (could	  be	  one	  or	  millions)	  to	  be	  validated	  in	  the	  
blockchain	  network	  
Chain	  –	  ownership	  history	  (transac4ons	  passed	  from	  ini4al	  owner	  to	  
the	  next	  and	  the	  next)	  

InSUrAnCE COntrACt

InSUrAnCE COntrACt

InSUrAnCE COntrACt

InSUrAnCE COntrACt
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$$

$$

$$
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$$
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Block – transactions (could be one or millions) to 
be validated in the blockchain network
Chain – ownership history (transactions passed 
from initial owner to the next and the next)Source: AGCS
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What are tomorrow’s risk tools?

Drones
Drones, or unmanned aerial systems (UAS), carrying 
one or more cameras can provide fast and easy 
access to damaged locations in remote areas. Both 
underwriting and claims management can be made 
quicker and more effective by using such systems 
to assess risk and survey loss damage. For example, 
when parts of tianjin, China were rendered 
inaccessible after major explosions in 2015, high 
resolution images taken by drone after the blasts 
were compared with previous photographs to 
determine how many vehicles had been destroyed. 
Similarly, in the event of a flood, drones can provide 
the insurer with a visual overview, helping it to 
quickly alleviate damage and distress to victims and 
property.

3D mapping trolleys
Indoor monitoring trolleys can take rapid high 
definition indoor scans of the interior of buildings. 
They create visual timelines recording the status of 
a building over time, allowing claims handlers to 
compare its condition before and after damage has 
occurred. An app compares previous scans with what 
it currently sees, as the user explores the building, 
and can provide orientation and guidance as well as 
second tier information in the form of augmented 

reality meta information about 
the building, which is packed 
into the visual experience. This 
could allow claims handlers 
to remotely monitor the 
inside of buildings, both on a 
regular basis to avoid damage 
and contain losses, but also 
following a catastrophic event 
to assess the damage that has 
been done. The monitoring data 
can be linked to a map with 
crucial information about the 
building, such as the location of 
sprinklers, smoke detectors or 
water pipes.

thermographic cameras
Thermo cameras are another, albeit 
more conventional, technology, 

which are able to detect 
damage before it 
actually occurs, thereby 
reducing costs for 
both businesses and 
insurers. Thermography 
finds many uses in fire 
protection, 
search 

and rescue after a catastrophe, power 
line maintenance to locate overheating 
joints and parts, and building construction 
thermal insulation heat leaks to improve 
the efficiencies of cooling or heating air-
conditioning. 

HoloLens
The HoloLens is a head-mounted display unit 
connected to an adjustable, cushioned inner 
headband, which can tilt up and down, as well as 
forward and backward. In short it is a mixed-reality 
device recognizing the environment around itself 
and overlaying information. The user basically creates 
their own reality and shapes it through gestures and 
gaze tracking, which allows sharing visual experiences 
across a distance.

Four other new technologies that could transform the way risks are 
assessed and insurance claims are investigated and adjusted.

Drones are increasingly used for commercial purposes to do jobs too routine or risky for humans.
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For more informa-
tion, see “Infrared 
Thermography”  
risk bulletin at 
www.agcs.alli-
anz.com/insights
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The AGCS Underwriting Academy
AGCS runs a training program for staff worldwide 
so that underwriters and other employees can 
maintain and develop professional knowledge to 
address emerging risks, growing natural catastrophe 
claims and other new challenges.

Its programs focus on developing a combination of 
technical underwriting, complementary skills and 
key practical experience across four skill stages. 
www.agcs.allianz.com/careers/learning-and-
development/underwriting-training-at-agcs/

Preparing today to  
underwrite tomorrow’s risks 

Digitalization has already begun to redefine traditional 
roles like underwriting. Being data efficient and digitally 
astute is already important and will become even 
more so in future. So, what is the profile of tomorrow’s 
underwriter? How will digitalization redefine the role?

At AGCS, an Underwriting Academy is in place to prepare 
new and existing underwriters to meet the future 
realities of the role. 

“The idea of supporting underwriting with technology 
is nothing new,” says Massimiliano Colombo, Head 
of the AGCS Underwriting Academy. “First there was 
Excel; next will be algorithm-based underwriting”. 

Insurers have always tried to use technology to drive 
efficiency, reduce costs and increase margins, but in the 
past new technologies did not develop as fast or change 
as often as they are doing so today. 

Insurers see the technology investment as pivotal to 
improving overall performance and meeting client and 
shareholder expectations. 

“Moving forward, underwriting will be a mix of ‘art’, 
‘science’ and ‘technology’”, says Colombo. “Manual 

data entry will disappear and underwriting tools will be 
populated by sources ranging from public records to 
satellites. The outcome will be a quicker and more granular 
risk classification resulting in a more customer-centric 
approach. But the challenge is having the right data.” 

Data accumulation has never been a challenge for the 
insurance industry. The challenge has always been 
using the data for more effective marketing, pricing 
and loss reduction. “We have to make a quantum leap 
towards the future in our industry,” says Colombo, “in 
regards to wisely using data”. 

Digitalization will usher in new skill sets for underwriters. 
While digitalization will reduce paper/manual work and 
actually increase the influx of digital data, it will make the 
underwriting process more lean. The underwriting role 
will move from one of technical risk analyst to business 
development manager, who will have to add value via 
product knowledge, sales skills and risk consulting. 

“We have to help underwriters develop proficiencies in IT, 
risk management, client management, negotiation and 
even more important listening skills to be able to hear 
clients’ needs,” says Colombo. 

Today, underwriting is a mix of “art” and “information”. 
Tomorrow, underwriters will be data scientists. New risk 
assessment calls for new skills.

The Underwriting Academy teaches today’s underwriters new skills for 
tomorrow’s risks.
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Preventing “brain drain”: Things 
companies can do now
•    Analyze current workforce strengths and talents to 

find core competencies

•   Determine flight risks (to retirement, recruitment, or 
family/life pressures)

•   Hire retiring employees as part-time expert consultants

•   Consider offering retirement postponement 
incentives

•   Use technology to drive virtual, intra-company 
dialogue and knowledge sharing

•   Implement formal mentoring programs

•   Cross-train employees across skills (e.g. loss control 
and underwriting)

•   Support employee membership in professional 
organizations

•   Offer incentives for obtaining professional designations

•  Form intergenerational teams

•   Address ‘brain drain’ strategically; what will the 
company’s workforce needs be in five years?

recruiting, retaining  
and plugging the “brain drain”

The insurance industry is at an interesting crossroads 
when it comes to maintaining its human capital. 
Leadership development is a challenge, not to 
mention leadership acceleration programs. And talent 
development programs, like the AGCS Underwriting 
Academy (see page 24), are investigating new approaches 
to developing employees to overcome skill disparities.

And the so-called “brain drain”, in which mature experts who 
are on the verge of retirement leave the company without 
imparting that knowledge onto a junior, obstruct a natural 
handover of skills and expertise because of a talent shortage 
of new employees being attracted to work in insurance. 

“Why does talent shortage happen?” asks Massimiliano 
Colombo, Head of the AGCS Underwriting Academy. 
“Because the insurance sector is not seen as attractive to 
young people. We are perceived as too serious and boring, 
as bureaucratic and not exciting.”

In a survey of millennials, fewer than one in 101 reported 
being highly interested in working in the insurance industry. 
Attracting new talent will be challenging, considering that this 
generation already makes up about 50% of the workforce.2 

“In order to attract new talent,” says Colombo, “we have to 
meet them where they are and become more visible at the 
university level so the students have a relationship with us 
and understand we have a lot to offer. AGCS is in touch with 
several universities and has seen an increase in the amount 
of interest.” 

Colombo says that a possible idea is for insurers to sign 
reciprocal secondment agreements with customers 

which provides for career development opportunities to 
employees. Such programs also offer the organization the 
chance to improve skills bases – this could be the perfect 
tool to both develop the careers of young talents and to  
provide added value to an important client relationship. 

The insurance industry is built on the skill of its 
underwriters in mediating risk, but there are some 
warning lights that hint toward future challenges. 
Now is the time to stem the tide and record the 
knowledge, experience and even the mistakes of industry 
professionals before they walk out the door for good.

The “sharing economy” and millennials’  expectations are testing 
the status quo. More than ever, insurers are challenged by human 
capital issues.

“Insurers could sign 
reciprocal secondment 
agreements with customers”

1 Millennial Generation Attitudes About Work and the Insurance Industry, Griffith Insurance Education Foundation
2 Millennial Survey, 2015 edition, Deloitte
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Identifying the  
next big liability risk

Did you know that two of the most costly insurance loss 
events since 1970 were casualty losses (i.e. non-natural 
catastrophes)? 

US asbestos claims in 1975 cost the insurance industry 
$71bn, more than the losses incurred by Hurricane 
Katrina ($61bn) in 2005. Meanwhile, US pollution 
claims in 1990 totaled $36bn.1 

It isn’t surprising that insurers may want to know what 
the “next asbestos” event could be? Fracking? Carbon 
nanotubes? Toxic chemicals in plastics and laminates? 
Cyber? Genetically modified organisms (GMO)? 
Obesity? Cellular wave exposure?

AGCS has partnered with Praedicat, one of the world’s 
first liability catastrophe modeling companies, to 
identify and assess future risks using exposure-based 
foresight analytics and forward-looking models to 
expose the unforeseeable elements of liability risk. 
The ultimate goal of the initiative will be to provide 
innovative new risk measures and a model for the 
technical underwriting of unseen or unknown casualty 
risks. 

Predicting technical casualty risk
There is a large degree of liability stemming from 
emerging risks, although just how much isn’t really 
measured today. Praedicat and AGCS have suggested it 
could be as much as a quarter to a half of a company’s 
insurance and reinsurance risk. The approach of the 
partnership will be to find new ways to visualize and 
predict technical casualty risk and gain insights on 
emerging risks and new business opportunities.

Asbestos was once marketed as a great technological 
innovation that was used in a wide variety of products, 
ranging from building materials to cigarette filters to 
oven gloves to Christmas tree spray-on “snow”. 

Then, scientific literature began to build up a case for 
the potential risk exposures – beginning with an article 
published in 1924 on the hazards of asbestos dust and 
followed by increasing numbers of articles from the 
1930s through the 1960s that gradually built up the 
present day legal mass litigation response towards 
asbestos.

In a similar way, today’s risks can potentially be 
identified by mining the scientific data and isolating the 
likely culprits into risk sets and quantifying the results, 
based on probability, severity and other forward-looking 
behaviors.

Forward-looking models will transform risk analysis. 
Analytics can facilitate technological innovation and 
progress by complementing existing tools with new 
data to better understand how models to mitigate risk 
can be built. 

The hope is that “seeing around the corner” to identify 
new liability risks will enable commercial companies to 
be safer, healthier and more sustainable in future.

Casualty exposures have the potential to be long-lived and 
disastrous to companies and economies, alike. Can these 
risks be modelled, so that the insurance industry can predict 
and mitigate “the next asbestos”?  

1 Sigma No. 02/2012, 2011 prices, Swiss Re

Asbestos liability is one of the largest ever faced by businesses in the US 
and around the globe.
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Rethinking risk: Innovation and 
catastrophe risk management 

The Tohoku earthquake and 
tsunami that struck Japan in 2011 
caused an immediate shortage of 
iPads in Australia, disrupted BMW 
production in Germany and caused 
a booming manufacturing industry 
to be created in Guangzhou, China. 
Why?  

In our age of globalization, when an event occurs in one part 
of the world a ripple effect along the global supply chain is 
created that impacts production elsewhere. But how does 
this ripple effect work? Can it be predicted and modeled?

The catastrophe risk management industry is challenged 
to come up with new ways to understand perils in the 
global supply chain, shipping network and digitalized 
global economy. Not only natural catastrophe disruptions 
like Tohoku have to be considered, but also new ones like 
cyber risks, which could severely and instantly wipe out a 
supply chain.

“In order to support our clients, the catastrophe risk 
management industry must continue to be client 
focused and embrace new technologies, digitalization 
and IT,” says Richard Quill, Senior Catastrophe Risk 
Analyst, AGCS.

AGCS is pioneering a new innovation to support 
underwriting and provide technical excellence. Called 
Client Risk Profile, the analyses allow clients to see their 
exposure accumulations and other potential hazards 
around all their global facilities at once and to identify 
where the exposures intersect. 

“Clearly, the ongoing trend within the industry is to continue 
to embrace digital technology, in order to move towards 
more informed decision making in capacity monitoring 
and risk pricing, taking advantage of the most modern data 
analytics and technologies” says Ali Shahkarami, Head of 
Catastrophe Risk Research, AGCS.

The catastrophe risk management industry is challenged to 
come up with new ways to understand perils in the global supply 
chain, shipping network and digitalized global economy.

AGCS Client Risk Profile: What is it?

•   New innovation to support underwriting and provide 
technical mitigation solutions

•   Primary goal of informing clients of their exposed 
risk locations and whether the coverage they have 
matches their risk appetite. 

•  Useful data includes 
 ■  Exposure accumulations
 ■  Identification of key facilities
 ■  Main threatening hazards
 ■  Historical activity
 ■  Probabilistic Catastrophe Risk model outputs
 ■   Potential scenarios of concern with probabilistic 

loss metrics

AGCS offers Client Risk Profile on its myAGCS.com 
platform, which provides insureds and brokers with 
secure online access to key insurance data.

300%
increase from $46bn 
to $188bn in average 
annual cost of natural 
disasters between 
2011 and 2015i

“Tackling changing and new types of risks are 
the challenges we have to deal with - through 
fostering innovations and new technologies,” says 
Tina Baacke, Global Head of Catastrophe Risk 
Management, AGCS. 

i World Economic Forum

The catastrophe risk management industry is challenged to come 
up with new ways to understand perils in the global supply chain.
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for cumulative rainfall, drought, heat and below freezing 
temperatures – the latter via Polar vortex events. That 
increasing volatility may continue to occur and may be 
part of ‘climate change’”, Berlage says.

The increasing volatility leads to a greater probability of 
more losses and claims. Weather risk solutions will be 
more expensive to purchase as more of these types of 
events occur.  

Clean power generation
With a focus on the alternative energy sector, ART has 
successfully introduced solutions for wind farms, solar 
parks and hydro power plants to ensure cash flow stability 
by mitigating wind volatility and price risks. Berlage says 
that “ART expects these solutions  to contribute to more 
development of clean power generation”.

“Allianz offers solutions for all weather perils globally,” 
explains Berlage. “However, many potential insureds are 

The landmark agreement to cut carbon emissions 
and battle climate change agreed by world 
leaders last year could transform the insurance 
and reinsurance industries and will also impact 
the weather risk management industry, as it 
tries to balance today’s weather events with 
tomorrow’s probable changing climate.

Karsten Berlage, Global Head of Weather risk 
Management, Allianz risk transfer (Art), oversees a 
product portfolio  of  weather risk solutions that protect 
against the incremental change of daily weather perils 
like temperature, rainfall and wind as they negatively 
affect the financial situation of a client.  But apart from 
daily weather changes, is it possible to say that we are in 
a period of long-term climate change? 

“Looking at weather data history, some trends are 
recognizable, for example higher temperatures in Europe 
and North America. We also see new records being set 
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Changing climate,  
changing risks
With weather volatility forecast to continue to increase, 
strategic weather risk management solutions will have an 
important role to play in future.

$534Bn
Impact of routine 
weather variance on 
the US economy1

1 The Weather Business: How Companies Can Protect Against Increasing Weather Volatility, 
Allianz Global Corporate & Specialty



29

SPECIAL  
tOPIC: 
InnOvAtIOn In 
InSUrAnCE

On November 16, 2016, Microsoft Corp. announced its largest 
purchase of wind energy to date with the signing of two 
agreements to represent 237 megawatts of wind energy, which 
brings Microsoft’s total investment in wind energy projects in the 
US to more than 500 megawatts. 

Microsoft has contracted with Allianz Risk Transfer (ART) to fix its long-
term energy costs and purchase the environmental attributes connected 
with the new, 178-megawatt Bloom Wind project in Kansas – the first to 
use a novel structure developed by ART and designed to offset high up-
front costs associated with the creation of large-scale wind projects. 

Microsoft is the first buyer to participate in this structure, which has 
the potential to bring clean energy projects online at a faster pace.

“It is important for investors in renewable energy projects to secure 
long-term, stable revenues, and our structure does just that,” said 
Karsten Berlage, Global Head of Weather risk Management, 
Allianz risk transfer, (Art). 

Microsoft worked closely with ART to devise an innovative new model 
to enable faster adoption of renewables. These are Microsoft’s third and 
fourth wind energy agreements, joining the 175-megawatt Pilot Hill 
wind project in Illinois and 110-megawatt Keechi wind project in Texas. 

In March, Microsoft also signed an agreement with the 
Commonwealth of Virginia and Dominion Energy Inc. to bring 20 
megawatts of solar energy onto the grid in Virginia. These projects 
are in addition to the renewable and carbon-free energy Microsoft 
purchases from the grid mix in the markets in which it operates.

Find more information about the partnership here http://www.
agcs.allianz.com/global-offices/united-states/news-press-
releases/microsoft-announcement-/

Art assists  
Microsoft in wind  
energy investment

Weather risk solutions
u  Risk management ad-hoc solutions protecting 

clients against weather negatively impacting 
financial performance or interrupting or delaying 
business operations

u  Parametric insurance (does not indemnify the 
pure loss, but agrees to make a payment upon 
the occurrence of a triggering event) or financial 
product covering high/low temperatures, too much 
or too little rain, snow or wind, etc

u  Creditworthiness improvement, lower financial 
volatility assistance, and value enhancements, all 
affecting lower cost of capital

u  Indexing that allows for objective claims handling 
with fast payouts

u  Offered globally to companies in any industry sector 
with strong take-up in green energy
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either not aware of the possibility to obtain protection, 
cannot get excess to it or are not willing to pay for the 
cover.”  

Unfortunately, in many cases, only after suffering an actual 
weather-related loss do many clients realize their need to 
mitigate weather risks. 
 

Allianz Risk Transfer has introduced solutions for wind farms, solar
parks and hydro power plants to ensure cash flow stability

by mitigating wind volatility and price risks.
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Unique dry dock completes journey of almost 9,000 miles to South Africa to 
boost region’s ocean economy.

per year, a significant increase in capacity. Its launch will 
also result in the direct creation of 80 new jobs.

AGCS Africa insured the floating dock during its long 
journey to South Africa (see below). The insurance 
coverage will continue while it is at Durban’s newly 
constructed shipyard.

“AGCS is pleased to contribute towards the development 
of the marine and shipping industry in South Africa 
through our partnership with Dormac on this strategic 
project. The development is critical to the region’s 
ocean economy,” says Mark Govender, technical 
Underwriting Manager, Marine, AGCS Africa. “This 
latest delivery in Durban is a critical infrastructural 
component in support of this initiative.”

One of Africa’s largest ship repair companies, Dormac 
Marine and Engineering has launched an r300m 
($22m) composite floating dry dock in South Africa’s 
busiest port, Durban.

The state-of-the-art dry dock, Dormac 1, the first new 
ferroconcrete dock to be brought into use in Africa, and 
the purpose built 175 meter long quay that has been 
specifically designed for its attachment, will add to the 
Port of Durban’s ship repair capacity, taking advantage of 
the 30,000 ships that sail past South Africa’s coastline and 
the 12,000 ships that call in at its harbours annually. 

On average, a ship is required to undergo a dry-docking for 
maintenance and repairs every five years. The new Dormac 
facility is expected to execute an additional 45 dockings 

Facts & Figures
•   17 days and 8,800 miles – Time taken, and 

distance travelled, by the Dormac 1 under tow to 
the tug Fairplay 33 from the Ukraine, where it 
was built, to South Africa

•  155 meters – length of the dock. 

•   8,500 tons – lifting capacity of the dock. Has a 
total submersion depth of 11.8m

•   13,000 truckloads of soil or 130,000m² was 
excavated to accommodate the dock alongside a 
brand new quayside

•   Ferroconcrete – concrete reinforced with steel. 
Dormac 1 is the first new ferroconcrete dock to 
be brought into use in Africa and the only facility 
of its kind in South Africa.

Dormac 1 is the only facility of its kind in South Africa.



Rise of the drones  
brings challenges

Visit www.agcs.allianz.com for the latest AGCS 
news and expert research on topics such as cyber, 
financial, shipping and technology risk.

Whether used commercially for industrial inspections and 
aerial photography or recreationally by millions, drones or 
unmanned aircraft systems (UAS) have the potential to 
become a multi-billion dollar business. However, as civilian 
and commercial UAS usage increases, with models becoming 
smaller, cheaper and easier to use, new risk exposures are 
emerging. As the infographic shows, a pilot losing control of a 
UAS during a building inspection could result in a total liability 
in excess of $5m.

Education and training has a crucial role to play in reducing 
the risk of an incident occurring, as novice control is a major 
cause of loss activity.  A new AGCS report: rise of the Drones: 
Managing the Unique risks Associated with Unmanned 
Aircraft Systems, explains that user training should focus on 
the areas of meteorology, emergency instructions, air traffic 
law, system maintenance, flight time calculation and on-
board camera image use in particular.  Another risk mitigation 
tool is so-called “drone insurance”, which can help protect 
operators, manufacturers and the public from the risk of injury 
or property damage.
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COntEnt  
SHOWCASE

AGCS has produced a series of short videos outlining the key 
risk challenges facing the shipping industry and what can be 
done about them.

AGCS Head of risk Consulting, Captain rahul Khanna 
discusses trends in shipping losses and safety, and examines 
the threat cyber risk poses to the maritime sector. http://
www.agcs.allianz.com/insights/videos/in-focus-market-
conditions-and-cyber-risk/

video: Shipping risk analysis

AGCS examines the key issues underpinning rapid growth in UAS and 
potential solutions to risk exposures http://www.agcs.allianz.com/
insights/white-papers-and-case-studies/rise-of-the-drones/

visit www.agcs.allianz.com/sign-up-for-updates

AGCS is on twitter and LinkedIn
Follow the Twitter handle
@AGCS_Insurance

Container-carrying capacity on “mega ships” has increased by 
70% over the past decade alone. What are the risks associated with 
such growth?  http://www.agcs.allianz.com/insights/videos/
increasing-size-of-container-ships/

AGCS examines the risk impact of commercial shipping activity in the 
Arctic region and the causes of recent incidents http://www.agcs.
allianz.com/insights/videos/in-focus-arctic-shipping/
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