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2017 was a record-breaking natural 
catastrophe year – six major hurricanes, 
wildfires, earthquakes, even mudslides. 
Whatever the cause, the climate appears to 
be changing. Is this the “new normal”? How 
can businesses suitably plan for disruptions?

this edition of global Risk Dialogue focuses 
on extreme weather events and looks at 
real-life stories of AGcs claims adjusters 
on-the-ground after Harvey and Irma. timely 
and efficient claims adjusting makes a real 
difference to businesses, as these stories show. 

Extreme weather is only one disruptor, 
however. Artificial intelligence (AI) is quickly 
changing the insurance transaction – from 
policy rating and billing to claims payment 
– all in real-time. AGcs combines the new 
technology with greater use of data to 
provide services and risk transfer solutions 
in response to the client’s emerging role and 
needs. But AI also comes with a number 
of new perils that will require effective risk 
management.

Data protection is forefront, also, as we 
examine the upcoming General Data 
Protection Regulation (GDPR) in the EU. 
What do businesses need to know to 
prepare? our experts weigh in.

Enjoy the issue. 

chris Fischer Hirs
cEo
Allianz Global corporate & specialty
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News from AGCs  
ANd AlliANz

News

AGCs has announced changes to its 
Board of Management, which will take 
effect this year. 

From July 1, 2018, Chief Operating 
Officer (COO), Sinéad Browne, 
moves to a new board-level role at 
AGCs taking over from Chief Regions 
and Markets Officer, Carsten 
Scheffel, who retires from his role at 
the end of June. 

In her new role, based in London, 
Browne will oversee AGCs Regional 
Unit London, including the UK, 

Ireland, Nordics, Russia and Dubai, 
plus the Asia Pacific and south 
America regions. Bettina Dietsche, 
currently Head of Group Operations 
at Allianz SE in Munich, joins AGCs 
on April 1, 2018 to succeed Browne  
as COO.

In addition, Chief Claims Officer, 
Alexander Mack, will retire from 
AGCs on June 30, 2018 with Philipp 
Cremer taking on the non-board 
level role of Global Head of Claims, 
reporting to AGCS CEO Chris 
Fischer Hirs.

AGCs boArd ChANGes iN 2018
Bettina Dietsche Carsten scheffelsinéad Browne

Cyber security is especially challenging 
for sMe-sized businesses

Photo: istock

Average cost of data 
breach in North 
America in 20172

$117,000 
AGCs ANd zeGuro lAuNCh “virtuAl Ciso” for smes

Hackers breached 54% of small-to- 
medium-sized enterprises (sMe) in  
the Us in 2017, up from 50% in 20161. 
sMe businesses often don’t have  
the revenue to afford their own IT  
departments and are especially  
susceptible to phishing attacks via 
email or fraudulent activity happening 
in their e-commerce storefronts.

In response, AGCs has joined forces 
with silicon Valley-based software 
company Zeguro to assist sMe 

companies through the launch of a 
“virtual” Chief Information security 
Officer (CIsO) platform to manage 
cyber exposures and decrease the 
overall risk of financial loss after a 
breach. 

AGCs customers will have control and 
oversight of their digital world through 
a simple interface that guides them 
through any areas of concern, while 
training their employees on best 
practices.

4 

CyeNCe pArtNership for 
Cyber risks
AGCs has partnered with silicon 
Valley-based Cyence Risk 
Analytics, which is now part of 
Guidewire software, to enable cyber 
exposure analysis and tailored 
cyber insurance at the company 
level for large businesses. 

Cyence Risk Analytics services will 
also be integrated into new digital 
distribution platforms  to enable 
low-touch, automated underwriting 
of cyber policies for medium-sized 
companies. 

In addition, the partnership will 
develop a new predictive modeling 
tool for business interruption risks, 
which are ranked as the main  
cause of economic loss for 
companies after a cyber incident in 
this year’s Allianz Risk Barometer 
(see page 31). 

1  Ponemon Institute, 2017 State of SMB Cybersecurity Report
2  Kaspersky Lab



LOSS LOG 

In BRIEF

A faulty pedal causes a car to 
inadvertently accelerate. An outbreak 
of contaminated peanuts results in a 
25% industry-wide reduction in sales. 
Each of these incidents triggered 
major product recalls, resulting in 
billion dollar losses. 

Product-related risks is one of the 
biggest perils facing businesses today, 
with recall exposures having 
increased significantly over the past 
decade, bringing the potential for 
larger and more complex losses than 
ever before, according to a new AGcs 
report. the report highlights the 
automotive industry as being the most 
impacted by product recalls, followed 

by the food and beverage sector, 
based on analysis of insurance claims.

Defective products not only pose a 
serious safety risk to the public but 
can also cause significant financial 
damage to the companies 
responsible. Defective product/ 
work-related incidents have caused 
insured losses in excess of $2bn over 
the past five years, making them the 
largest generator of liability losses, 
according to analysis of insurance 
industry claims by AGcs1. Recall 
claims are a major contributor.

the report analyzes 367 product 
recall claims from 28 countries across 

12 industry sectors between 2012 
and the first half of 2017. overall, 
defective product/work-related 
incidents is the major cause of recall 
claims, followed by product 
contamination. the average cost of 
a significant incident is in excess of 
$12m, although the cost from the 
largest events far exceeds this total. 
the It/electronics sector is the third 
most affected industry.

to view the full findings of the  
report visit http://www.agcs.allianz.
com/insights/white-papers-and-
case-studies/product-recall/

Product recall risks are growing in size and number, AGCS analysis shows.

1  AGCS Global Claims Review: Liability In Focus. Based on an analysis of 100,073 liability insurance claims.

$117,000 
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A FLOCk  
OF DRONES

WHy BUy INSURANCE FOR RECREATIONAL 
DRONE FLIGHTS?

Unmanned aircraft systems (UAs) or 
“drones” are cheaper, smaller, easier to 
use and more numerous, hence, more 
risky to fly. Insurance has a vital role to 
play in protecting operators and the 
public from such risks.

“Real-time insurance is not just the future, 
but right now,” says Tom chamberlain, 
Underwriting Manager, general 
Aviation and Aerospace, AgcS UK. “It’s 

no longer about asking 55 questions to 
understand a customer’s risk profile; it’s 
about asking five and answering the rest 
with big data.” the easy-to-use Flock 
cover App (Android and ios) enables 
operators to purchase “pay-as-you-fly” 
drone insurance at the touch of a button. 

OTHER FLOCk COVER APP ACTIVITIES

claims can be reported directly 
through the Flock cover App. Account, 
personal and drone information can 
be edited on other administrative 

screens. Ed Klinger, Flock cEO, says: 
“Flock’s unique real-time risk engine 
uses big data to quantify the risk of 
any drone flight, allowing Allianz to  
instantly underwrite insurance 
policies.”

Tony Avery, Underwriter for general 
Aviation and Aerospace, AgcS UK, 
adds: “Paying for insurance when it’s 
needed and being able to tailor the 
cover to each flight has been very  
positively received by the drone-flying 
community.”

The number of drones in the public airspace is dramatically increasing, creating a safety issue in the skies.  
AgcS recently announced a partnership with UK InsurTech start-up Flock to deliver on-demand drone insurance 
to commercial and recreational pilots. global Risk Dialogue puts the app to the test over Warwick Castle, one of 
England’s oldest and most historic edifices. 

HOW IT WORkS – SIMULATED FLIGHT OVER WARWICk CASTLE  

to begin, pilot logs-in 
(if registered on Flock 
cover App) or sets-up 
new account for first 
flight.

cover is flexible. User 
can get a policy for 1-8 
hours. An appropriate 
liability limit is selected 
from £1m to £10m. 
Key facts about  
policy can be seen on 
attached document.

Policy information, location 
and estimated time of 
cover (timer begins upon 
purchase), as well as policy 
coverage (in this case, the 
drone itself and liability 
cover both for the pilot and 
others/property as third 
party) are displayed.

When confirmed (not 
shown), a 30 second timer 
starts after which policy is 
active for chosen duration. 
timer will countdown as 
flight unfolds. the Flock 
cover App can be closed, 
as an alarm will alert the 
pilot when cover duration 
is near, in case more time  
is required.

next, flight selection (visual 
line of sight only) is chosen. 
Map can move around for 
different locations, or a search 
can be made by postcode or 
location. As map moves, the 
risk measure and price 
changes (depending on 
weather, building density, 
roads and other ground 
hazards). time can be set for 
immediate departure or later 
(weather forecasting will 
adjust the price). this flight will 
encompass the general  
vicinity of the castle, the town 
of Warwick and River Avon. 

screen shows breakdown 
of area’s risk factors – local 
weather, building density, 
schools, controlled  
airspace, etc. All of these 
affect quote price, which is 
displayed on the screen.

2 – FLIGHT SELECTION1 – GET STARTED

4 – POLICy COVER 5 – POLICy DETAILS 6 – PAyMENT SUCCESSFUL

3 – RISk REPORT

GLOBALLy, THE 
VOLUME OF 

COMMERCIAL 
DRONES IS FORECAST 
TO REACH 4.7 MILLION 

OR MORE UNITS By 
20201 

In BRIEF

1   Research and Markets, Unmanned Aerial Vehicles Market, By Value and Volume Analysis and Forecast 2015-2020
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In BRIEF

THE GROWING NUMBER OF TERROR 
ATTACkS, REFUGEES, AN UNPREDICTABLE 
US PRESIDENT, GROWING TENSIONS WITH 
NORTH kOREA AND BREXIT. WHAT’S 
HAPPENING? 

there are two viewpoints on this. one 
says that the situation involves an 
accumulation of unfortunate 
coincidences and that it will soon return 
to normal. the other presumes that it is 
a systemic shift or a structural change.    
 
WHAT IS yOUR VIEW? 

numerous trends around the globe 
suggest there will be no return to the old 
reality. We will experience phenomena 
such as the rise of populism for some 
time yet before we return to stability.

WHICH TRENDS MOST WORRy yOU?  

the power shifts we are seeing on a 
global level. china will soon surpass 
the economic power of the Us. But we 
still don’t give china and other aspiring 
powers enough room to develop in the 
international governance framework.

WHAT WILL THE CONSEqUENCES BE?  

If global institutions no longer work, it 
will increasingly be difficult for us to 
resolve international conflicts 
peacefully. And Donald trump, who isn’t 
interested in an established order, is 

making the current international 
situation extremely dangerous.

SINCE 2014, HUNDREDS OF NEW TRADE 
BARRIERS HAVE BEEN ADDED EACH yEAR 
AROUND THE WORLD. WILL THIS TREND 
CONTINUE?

the consensus that liberalization and 
free trade are the best paths to pursue 
is crumbling. Many ask if globalization, 
in general, is really such a good thing.

SO WILL THERE BE A “DE-GLOBALIzATION” 
PROCESS IN THE LONG TERM AND A 
RELOCATION OF jOBS BACk TO DOMESTIC 
MARkETS?  

the number of manufacturing jobs has 
declined steadily in the Us since the 
1970s. since 2010, the number of jobs 
in Us industry has begun to rise again. 
In Europe we lack clear figures, but  
offshoring has slowed. Automation is 
becoming cheaper and more efficient 
– and will replace many jobs in  
emerging markets. 

ARE COMPANIES PREPARED FOR THE 
DISRUPTION CAUSED By ABRUPT AND 
MASSIVE POLITICAL AND LEGAL CHANGE? 

Even large companies find it difficult to 
monitor such broad trends. For example, 
initially, populism in Greece was 
attributed to the Euro crisis, in Germany 
to the refugee crisis, in the Us to the 
decline of the middle class, and in Austria 
to political cronyism. It then occurred to 
us that, there must be a common driving 
force. this transnational consideration is 
still quite new to some. Global 
companies should avoid being lured into 
a false sense of security. We are coming 
out of a long period of extraordinary 

“THERE’S NO TURNING 
BACk TO THE OLD REALITy”
Populist movements and shifts away from globalism threaten the global economic 
status quo. Why? global Risk Dialogue sat down with Katinka Barysch, Director of 
Political Relations, Allianz SE, for an opinion of when, or if, things will return  
to “normal”.

political stability and therefore must 
question the assumption that everything 
will return to normal. 

HOW CAN BUSINESSES FIND 
ENCOURAGEMENT AND WHAT ADVICE 
WOULD yOU OFFER?

If structures are disrupted, it is not 
always bad – the outcome can be 
good. We have a chinese president 
who stands against trump and says: 
“Don’t worry, if this man abandons 
globalization, we will maintain it”.  
We are witnessing a disintegration of 
established structures in Western 
democracies. that sometimes leads to 
populism, but it has also led to an  
election victory for Emmanuel Macron, 
for example, who is setting out to 
reform France and to strengthen the 
Eurozone. the advice I would give is 
that businesses must adapt to a new 
environment of increased political  
uncertainty. they shouldn’t assume 
that everything will soon return to 
normal. they must stay alert and  
constantly observe the global situation 
and create more awareness within the 
company through scenario analyses.

BiOgRAPHY  
KATiNKA BARYScH
Katinka Barysch is the Director of 
Political Relations for Allianz sE. she 
earned a BA in Political science, 
Economics and Law from Ludwig 
Maximilians University in Munich and 
a Master’s of science in International 
Political Economy from the London 
school of Economics. 

TODAy, 85% OF THE 
WORLD’S POPULATION LIVES 
IN EMERGING MARkETS AND 
DEVELOPING COUNTRIES
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BiOgRAPHY  
YONg HWAN cHOi

Yong Hwan choi has worked in the  
insurance industry for 18 years, all  
of it in the civil engineering and 
construction industry. He joined Allianz 
in 2017, when he was appointed senior 
Underwriter at AGcs. He is married, 
has one daughter, and works out of 
the seoul office. 

ENGINEERING INSURANCE AT  
A GLANCE

Engineering and construction 
insurance solutions can be tailored to 
suit the needs of each exposure and 
covers all aspects of engineering and 
construction risks for direct physical 
loss or damage or optional physical 
damages, including:

•		Course	of	construction	projects,	 
including Erections All Risk (EAR)  
and contractor’s All Risk (cAR),  
for building and construction/ 
infrastructure projects, power and  
utilities, heavy civil engineering  
projects, mining and oil and gas. 

•		Operational	risks	and	civil 
Engineering completed Risks 
(cEcR), for power business, mining 
generation, bridges, roads, tunnels 
and other heavy construction projects.

Find out more at  
http://www.agcs.allianz.com/ 
services/engineering/

AGCS RECENTLy OPENED AN OFFICE  
IN SEOUL. WHAT ARE THE LARGE 
ENGINEERING EXPOSURES IN  
SOUTH kOREA? 

south Korea’s emerging economy is 
impacted by much uncertainty and 
radical change. this change affects 
businesses and various stakeholders 
in the engineering and construction 
industry, including principals, 
contractors, architects, lenders and 
government representatives, each of 
whom are exposed to risks that can 
be addressed by insurance solutions. 
Providing globalized underwriting 
and risk management experience 
and local underwriting expertise will 
be welcomed by our clients.     
 
WHAT INFRASTRUCTURE CHALLENGES 
DOES SOUTH kOREA HAVE THAT AGCS 
CAN HELP WITH? 

the demand for large and heavy 
transportation systems has been 
increasing in south Korea, which 
leads to the need for the construction 
of large scale tunnels, bridges and 
other infrastructure improvements. 
Each project is unique and includes 
proto-typical technology from design 
to operation, which demands tailored 
insurance services. We have been 
providing risk consulting, claims and 
underwriting services to our global 
clients with construction exposures 
for years. We can now provide that 
same expertise with south Korean 
clients.          

ONE OF THE TARGET SEGMENTS FOR 
AGCS ENGINEERING IS LARGE, COMPLEX 
RISkS. WHAT IS THE OUTLOOk FOR THE 
RENEWABLE ENERGy MARkET IN SOUTH 
kOREA? WHICH SECTORS IS AGCS 
TARGETING? 

the power generation market in south 
Korea heavily depends on coal and 
nuclear. However, the new Korean  
government that came into power in 
2017 is proposing a new energy strategy 
that would discourage the use of coal 
and nuclear in favor of renewable 
energy – to increase from 5% to 20% of 
the country’s power supply by 2030. 
AGcs has considerable experience in 
that space. We will be especially active in 
larger scale new technology areas such 
as wind and solar power projects. 

WHAT IS THE OUTLOOk FOR THE 
ENGINEERING INSURANCE MARkET IN 
SOUTH kOREA? IN WHAT ASPECTS CAN 
AGCS MAkE A NAME FOR ITSELF? 

the engineering insurance market in 
south Korea has been suffering for 
several years with continuous volume 
shrinkage due to stagnation in the 
construction industry and the soft 
market situation in the reinsurance 
industry. Yet, fortunately, the loss ratio 
of the engineering insurance market 
remains low in the absence of natural 
catastrophes and massive accidents. 
AGcs is in south Korea for the  
long-term and is excited about the 
prospect of growing our footprint in 
the marketplace.

4 qUESTIONS FOR …
yONG HWAN CHOI
SENIOR UNDERWRITER, ENGINEERING, AGCS SOUTH kOREA

In BRIEF

AGCS recently said “annyeonghaseyo” to the South Korea insurance market 
and opened an office in Seoul. Among the product offerings is engineering 
and construction insurance, just as the country undertakes many large-scale 
tunnel, bridge, and other infrastructure projects, explains Yong Hwan choi.
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RIsK consULtInG In FocUs

48 HOURS WITH  
A MARINE RISk CONSULTANT
Allianz Risk Consulting (ARC) supports customers by helping them to manage, control and reduce risks.  
But what does that promise actually mean in practice? global Risk Dialogue joined an operations manager 
and a risk engineer on an onsite visit to oversee the safe lifting of a 126 ton gas plant.

“THE SHIP’S WIDTH COULD 
CREATE THE DANGER OF TILT 
IF THE CRANES WERE SET UP 
INCORRECTLy”

THE SURVEy

Kiran Pillai, ARc Operations 
Manager at AgcS, oversees support 
staff who assist ARc engineers with 
administrative tasks. In order to better 
understand what the engineers do on 
a daily basis, Pillai joined an ARc 
Marine onsite survey at Turbo 
Technik, a ship repair company in 
Wilhelmshaven, Germany. 

ARc Senior Marine Risk consultant, 
Anastasios leonburg, a former captain 
with more than 15 years of experience in 
heavy cargo lifts, was to oversee the 
transport of a gas processing plant 
weighing 126 tons from the company’s 
construction facility to a pier 300 meters 
away where it would be loaded onto 
waiting ships via two 500 ton cranes. A 
loading accident could have created a 
several million Euro loss.

“Anastasios not only made clear the 
high value of the precious cargo but 
also explained the complexity of the 
lifting operation and the various risks 
he foresaw,” says Pillai. “the ship’s 
width compared to the cargo’s  
dimensions could, for example, create 
the danger of tilt during the lift if the 
cranes were set up incorrectly.”

THE LIFT

By noon, the lifting contractors had 
successfully transported the cargo 
from turbo technik’s warehouse to the 

pier using a self-propelled modular 
transporter. In the late afternoon, 
Leonburg sat together with the client 
and discussed the lift. Daylight ended 
at 5:45 p.m., so he organized industrial 
lights to be hooked up.

Finally, the lifting operation started at 
8:00 p.m. But it wasn’t straightforward. 
As soon as the cranes lifted the cargo it 
tilted about 10 degrees. Based on his 
heavy-lift experience, Leonburg knew 
the operational risk was too high. He 
had another discussion with the client 
and the lifting contractor. Perhaps the 
center of gravity was miscalculated or 
the cranes were set up incorrectly. no 
matter the reason, the tilt of the cargo 
increased the risk of a mishap. the ship’s 
cargo hold was too narrow for the cargo 
to be placed safely in darkness and the 
lifting crew was physically exhausted 
from working nonstop for over 12 hours. 
Leonburg suggested that the work 
continue the next day.

next morning, the lifting contractors 
realized they had attached the lifting 
cables incorrectly, thus causing the 
tilt. the lift was done without any tilt 
after fixing the issue, so the cargo 
could be placed onto the ship. 
However, a new issue arose. While 
lowering the cargo, the straps started 
to rub against the cargo hold on one 
side, increasing the risk of breakage, 
as well as cargo and ship damage, 
endangering crew safety. Leonburg 
knew that the cargo could not be 
placed into the hold without the 
rubbing. He requested that the cargo 
be lifted, asked the ship’s captain to 
tilt the ship towards the side where 
the straps were rubbing and then  
requested the contractors to attach 
fiber pads to reduce friction. 

ARc senior Risk consultant, Anastasios Leonburg, 
onsite at turbo technik in Wilhelmshaven,  
Germany. the cargo behind is a gas processing 
plant that weighs 126 tons 

Anastasios Leonburg, left, with Kiran Pillai, right,  
ARc operations Manager onsite

Eventually the cargo was successfully 
placed onto the ship’s hull.

THE AFTERMATH

“I went to bed very tired the first night 
and with a lot of thoughts in my 
head,” says Pillai. “It was obvious that 
there was an accident risk if the  
operation was not abandoned and 
resumed the next day. ARc expertise 
and experience ensured the safe 
transport of an important cargo for 
our client and prevented a several 
million Euro claim.”

Find out more about Marine  
Risk Consulting expertise  
www.agcs.allianz.com/risk-consulting/ 
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RiSK FUTURES: ARtIFIcIAL IntELLIGEncE

THE AGE OF MACHINE LEARNING

Artificial Intelligence (AI), also referred 
to as machine learning, is essentially 
software that is able to think and learn 
like a human. today, basic forms of the 
technology are able to perform specific 
tasks – like checking an insurance claim 
for fraud – but future generations of AI 
will be capable of solving complex 
problems and making decisions, in 
much the way humans do today.

AI promises to improve productivity 
through automation of simple tasks and 
by giving new insights from analyzing 
data. As such, AI could double annual 
economic growth rate in 12 developed 
economies by 2035, according to 
Accenture1. 

Already, it is beginning to find uses in 
almost every industry, from chatbots 
that offer round-the-clock financial 
advice to helping doctors diagnose 

yOUR BOT WILL 
SEE yOU NOW…

Next time you contact your insurer there is a good chance that you will be dealing with 
Artificial intelligence. Insurers are starting to use intelligent computers to give advice and 
speed up the process of buying insurance and paying claims. Virtual underwriters and risk 
advisors are no longer confined to insurers’ research and development departments. But with 
the benefits also come new risks.

1  Accenture, Why Artificial Intelligence is the Future of Growth, 2016
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RiSK FUTURES: ARtIFIcIAL IntELLIGEncE

cancer. the technology is being used 
to power driverless cars, eradicate 
certain diseases, and even better 
predict the weather and effects of 
climate change.

Insurance is an industry particularly 
suited to AI, as it involves lots of data 
and repetitive processes. In fact, the 
insurance industry has been an  
early adopter of machine learning, 
partnering with technology firms and 
investing in start-ups on a range of  
applications. tata consultancy 
services’ global Trend Study found 
that of 13 industries surveyed, insurers 

invested $124m in AI, almost double 
the $70m cross-sector average2.

TRANSFORMING THE CORPORATE 
INSURANCE SECTOR

According to Michael Bruch, Head of 
Emerging Trends at AgcS, AI is likely to 
transform the insurance industry, to the 
benefit of customers and insurers alike.

there is lots of potential for AI to 
improve the insurance value chain by 
making it more effective in addressing 
customer needs, delivering value on 
time and at lower cost. 

AI is likely to make a big difference in 
three key areas. Initially it will help 
automate insurance processes, such 
as claims and underwriting. But over 
time it will give insurers and their 
clients a better understanding of risks, 
and it will change the way insurers  
interact with customers.

to date, insurers have mainly focused 
on developing AI applications for  
personal lines, but increasingly  
they are turning their attention to 
commercial insurance, including the 
large corporate market. 

AI has the potential to bring about 
significant cost savings for commercial 
insurance, as well as speeding up the 
insurance transaction process and 
enhancing service in areas such as 
analyzing submissions, checking  
or verifying policy documents, 
developing new insurance solutions 
and services or flagging up potentially 
fraudulent claims.

According to Michele Lagioia, an  
affiliate of the Italian Association for 
Artificial Intelligence, the claims 
process, in particular, would benefit 
further from increased automation.

“AI and automation would make for  
a much faster and more efficient  
settlement for lower value claims. 
Even with more complex commercial 
claims, AI could support claims  
decisions, speed up some processes 
and make for a more customized 
claims service,” says Lagioia. 
Insurers in the life and health market 

are already using AI to review and 
analyze policy wordings and validate 
claims. Last year, start-up insurer 
Lemonade3 set a new world record 
when it used an AI claims system to 
accept and pay a claim for a lost item 
of clothing within three seconds, and 
without any paperwork. And many 
commercial lines of business, such as 
motor and workers’ compensation, 
lend themselves to automation.

By automating repetitive tasks, people 
would be free to focus on value-added 
work, like client relationships, risk  
assessment or providing technical 
support.

THE 24/7 INSURER

AI also creates opportunities for  
commercial insurers to interact with 
their clients more frequently and more  
conveniently, as well as offer a more 
personalized or tailored offering. For 
example, in the personal lines arena, 
Allianz has developed Allie, an online 
assistant available 24/7 to answer  
customers’ questions.

“AI could be used to increase the points 
of contact with customers, ensuring an 
insurer is available at any time, and 
able to reach out and offer tailored 
products and services,” says Lagioia. 

  THE 1 MINUTE DIALOGUE

u   AI is predicted to boost labor 
productivity through new insights 
from analyzing data and automation 
of simple tasks

u  Insurers are early adopters; AI is 
expected to make the protection 
process more efficient, enabling a 
better understanding of risk and 
transforming customer interaction

u  AI will also introduce new risks to society 
and businesses. Unintentional errors or 
unexpected consequences could cause 
reputational harm for companies

u  AI-powered analytics could help 
companies better understand their 
cyber risks and improve security. 
conversely, misuse may also increase 
cyber risk if malicious hackers train AI 
to attack

2  Tata Consultancy Services, Global Trend Study, Getting Smarter by the Sector: How 13 Industries Use Artificial Intelligence 
3  www.lemonade.com, Lemonade sets new world record

AI is expected to enable a better understanding of risk 
and transform the insurer-customer interaction
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RISK FUTURES: ARTIFICIAL INTELLIGENCE

“For large commercial and corporate 
clients, insurance needs to be 
bespoke,” says Bruch. “And while 
machine learning will support 
automated services it will also change 
the way insurers interact with clients 
and will allow for a platform approach 
to service. AI can help create an 
environment for insurers and third 
parties, offering a more targeted 
spread of risk management and 
insurance services.” 

In addition to improving the insurance 
process and service delivery, AI could 
also boost data and analytics, the 
backbone of the insurance proposition, 
Bruch predicts. 

“AI will be the key to unlocking data, 
especially as more data is made 
available by the Internet of Things 
(IoT). It could enable insurers to better 
understand customers’ risks and help 
clients reduce their risk, as well as find 
potential solutions for risks that may 
not be currently insurable.”

Allianz is already using machine learning 
to carry out risk assessments and to 
support automated underwriting in the 
small-to-medium-enterprise (SME) 
space, a trend that will extend to the 
large commercial market. AGCS has  
developed a tool that uses machine 
learning to identify accumulations of 
business interruption risk in supply chains. 
The tool analyzes big data to identify 
and map networks of critical suppliers 
across industries.

“AI will support underwriters with the 
analysis of data and assessment of 
risk, helping to identify accumulations 
and price risk more reliably, while the 
insights gained should enable insurers 
to enter a more meaningful risk 
dialogue with clients,” says Bruch.

In cyber, for example, AI could play an 
important role in risk mitigation and 
risk assessment, benefiting both 
insured and insurer. 

AI brIngs new rIsks As well As benefIts
In addition to improving the products and services insurers offer clients, AI will 
also impact insurers in another way – by introducing new risks to society. 

AI technology is in its early stages, but it is expected to find a multitude of 
applications over coming years. AI is already making driverless cars a reality, 
but it is also leading to improvements in speech and image recognition.

However, like any disruptive technology, AI comes with risks and will have  
far-reaching implications for the economy, politics, mobility, healthcare, 
security and the environment. 

AI could, for example, disrupt the labor market, changing the nature 
of some roles while eliminating others. Technology advances are also 
likely to increase the frequency and relevance of regulatory updates as 
governments and society struggle to keep pace.

AI will also need to be adequately tested to ensure it is safe before being 
introduced to the real world. For example, an AI agent for portfolio 
management could work according to specifications when tested in a 
development environment but then behave unexpectedly in the real world, 
making illegal investments. While AI could boost cyber security, conversely, 
misuse may also increase the risk of cyber-attacks if malicious hackers can 
train AI to attack.

For business, AI will bring reputational risks. Unintentional errors or 
unexpected consequences of AI applications could negatively impact 
consumer trust and cause reputational harm.

Liability and regulation is an area of particular relevance to AI risk. 
While AI agents are taking over decisions from humans, they are not yet 
legally responsible for damages caused by their actions. Ethical concerns 
are also likely to arise as AI pervades society, as will concerns for the 
accountability of AI and its ability to make transparent and auditable 
decisions. 

Appropriate risk management strategies are needed to prevent, mitigate 
and transfer these risks and maximize the net benefits of AI in society. 
By addressing areas such as accessibility, safety, accountability, liability 
and ethics, responsible development and introduction of AI becomes less 
hazardous and the role of insurers will be key in ensuring risks are properly 
mitigated. New types of insurance coverage will help transfer and manage 
emerging risks.

AI cAn Improve 
commercIAl cUstomers‘ 
rIsk vIsIbIlIty

As with any disruptive technology, AI will impact many areas of society
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RiSK FUTURES: ARtIFIcIAL IntELLIGEncE

AI-powered analytics could help 
companies better understand their 
cyber risks, improve cyber security 
and even defend against cyber-
attacks. At the same time, the 
technology could assist insurers in 
assessing cyber risk and spotting 
accumulations of cyber exposure. 

“AI can improve commercial customers’ 
risk visibility. there are many areas – 
like reputation, cyber, supply chain and 
economic and climate risk scenarios – 
where machine learning could help 
companies better understand their 
risks,” says Bruch.

INTELLIGENT AGENTS

As the technology becomes more 
sophisticated, AI applications for 
analyzing risk will evolve, predicts 
Bruch. 

“AI could act as an ‘intelligent agent’ 
able to create different scenarios and 

outcomes, and potentially take 
decisions. the next generation of 
machine learning will move from 
increasing risk awareness to 
decision-making.”

AI will also work alongside other 
technologies, most notably the Iot  
and blockchain, to increase our 
understanding of risk and enable 
insurers to offer new, faster and more 
customized services. For example, 
sensors on shipping containers are 
already providing data on the location 
and condition of cargo, which, once 
analyzed, can trigger insurance cover 
or mitigation measures if the goods 
are damaged.

“Insights gained from data and  
AI-powered analytics could expand 
the boundaries of insurability, 
extending existing products, as well 
as giving rise to new risk transfer 
solutions in areas like non-damage 
business interruption and reputational 
damage,” says Bruch.  

A new AGcs report: The Rise  
of Artificial intelligence:  
Future Outlook and Emerging 
Risks explores the risk impact of 
more widespread use of AI in 
society. Download the report at  
www.agcs.allianz.com/insights

AI will be the key to unlocking the data resulting from the Internet of things (Iot)

AI COULD BOOST DATA AND  
ANALyTICS – THE BACkBONE 
OF THE INSURANCE 
PROPOSITION

OUR EXPERTS
Michael Bruch   
michael.bruch@allianz.com
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The GDPR RePlaces 
oRiGinal euRoPean 
DaTa PRoTecTion 
GuiDelines fRom 1995 

WhaT is The GDPR?

The General Data Protection 
Regulation (GDPR) is a set of rules 
and requirements aimed at protecting 
personal data held by businesses and 
other organizations. Currently, data 
protection laws vary by country, but 
the GDPR will harmonize privacy rules 
across all 28 EU countries. The new 
rules strengthen the role and powers 
of data authorities, affirm additional 
rights to data subjects (principally, 
every individual), enhance potential 

fines and sanctions and define 
additional requirements for 
organizations to protect personal data. 
These requirements include but are not 
limited to implementing certain 
policies and processes, developing an 
effective internal data protection 
management system and appointing a 
data protection officer.

Why is The GDPR neeDeD?

The processing and protection of 
personal data has become a hot topic 

GDPR – hiGhliGhTs 
you neeD To knoW

From May 25, 2018, the long awaited General Data Protection Regulation (GDPR) will apply 
across the EU, representing the biggest shake up of data protection laws in the digital age. 
With GDPR implementation now just months away, AGCS cyber and data privacy experts 
offer their insights on what businesses can expect.

RISK FUTURES: GDPR
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RiSK FUTURES: GDPR

in recent years, as more personal  
data is processed due to digitization, 
whether through internet shopping, a 
digital app, social media or a routine 
trip to the doctor. As a response to the 
challenges of the 21st century 
triggered by new technologies, new 
business models and new cyber risks, 
European lawmakers decided to 
update and harmonize the European 
data protection laws by replacing the 
existing guideline from 1995 with  
the GDPR.

WHO IS IN SCOPE FOR THE GDPR?

Generally, the GDPR protects the 
personal identifiable information of 
individuals with permanent residence 

in the EU, but it will also have legal 
reference for European Economic 
Area (EEA) countries which include 
EU member states and the European 
Free trade Association (EFtA) 
countries – Iceland, norway and 
Liechtenstein. Basically, only 
information of natural persons is in 
scope and corporate data is out of 
scope. Any company that controls 
personal data or processes personal 
data by itself or on behalf of another 
company must comply with the 
GDPR, even if the company is based 
outside the EU. the GDPR is not 
linked to an EU passport and does 
not apply for EU nationals with 
permanent residence outside of  
the EU.

SO SMES ARE ALSO COVERED By THE GDPR? 

small-to-medium-sized enterprises 
(sMEs) are also subject to the GDPR. 
the GDPR may grant some flexibility 
to smaller companies, but in general 
the GDPR pays no special attention to 
a company’s size.

DOES THE GDPR INTRODUCE NEW 
REqUIREMENTS?

Many GDPR requirements to protect 
personal data already exist under 
national laws, but the GDPR sets a 
new tone and improves the principles 
of processing personal data, the 
accountability and obligations of 
legal entities, the data subject’s 
access requests and regulatory 
oversight power. the GDPR is more an 
evolution to existing EU data 
protection laws than a revolution. 

HOW DOES THE GDPR INCREASE RISk 
FOR BUSINESSES?

Additional to the extended extra-
territorial scope, the GDPR also 
significantly increases the possibility 
of higher fines and sanctions to  
non-compliant companies. It contains 
a catalogue of different breaches with 

  THE 1 MINUTE DIALOGUE

u   currently, data protection laws vary 
from country to country, but the 
GDPR will harmonize privacy rules 
across all 28 EU countries

u   Despite a company‘s size, business 
model or geographic location, if it 
collects, stores or processes data 
belonging to an EU citizen, it must 
comply with the GDPR or face tough 
penalties

u   GDPR will raise the prospect of 
higher fines for breaches of data 
protection rules, introduce new 
notification requirements and 
establish new rights for consumers, 
which could increase third-party 
liability and the risk of litigation

u   It is the domicile of the data 
subject – not of the organization 
storing their data – that determines 
who should prepare for GDPR 
compliance

new EU data protection regulations will challenge global businesses to comply

GDPR – HIGHLIGHTS 
yOU NEED TO kNOW
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RiSK FUTURES: GDPR

maximum limits. Businesses will be 
much more challenged to understand 
their risk exposure and their data 
protection management will be in  
the spotlight. Data protection will be  
a top risk for companies, especially 
considering the potential reputational 
risks they face as a consequence of 
data breaches or poor handling of 
personal data.    
   
WHICH ASPECTS OF THE GDPR WILL BE 
MOST CHALLENGING? 

there are many challenging issues 
from an organizational and technical 
perspective. Moreover, the timeline for 
implementation is very ambitious and 
difficult to meet especially because 
many requirements will not be 
sufficiently defined by the GDPR itself 
or the authorities until May 2018. the 
most prominent and complex new 
change is the data subject’s “right to 
be forgotten”, whereby they can 
request that a company erases their 
respective personal data. companies 
will need to put processes in place to 
locate the data and comply with these 
requests, although deleting a single 
data record that may have been 
copied to numerous databases, 
aggregated, or shared with a third 
party may not be simple. 

HOW SIGNIFICANT IS THE DATA BREACH 
NOTIFICATION REqUIREMENT?

Another major challenge of GDPR 
compliance is the new requirement to 
notify authorities of a data breach 
within 72 hours of its occurrence.  
this has implications for risk 
management. companies will need 
to put adequate processes and 
systems in place to identify what data 
is affected and to improve internal 
collaboration before informing 
authorities. consecutive breaches will 
result in higher penalties and stricter 
regulatory monitoring.  

WILL FINES BE LARGER UNDER THE GDPR?

While the regulatory response to a 
data breach may differ between 
countries, generally we would expect to 
see more and larger fines for data 
breaches under the GDPR. the new 

rules give authorities the ability to levy 
fines of up to 4% of a company’s global 
revenues (at the group level not just 
the single legal entity level) and a 
personal liability of up to €20mn 
($25mn). this would be far higher than 
the current maximum fines of 
£500,000 ($707,300) in the UK and 
€300,000 ($710,000) in Germany. 

telecommunications and financial 
institutions – are already subject to 
higher levels of data protection 
regulation. More generally, most 
companies are on their way to 
compliance but aren’t there yet. Many 
do not yet have the systems and 
processes in place to handle the “right to 
be forgotten” requirement. others are 
not prepared for making sure their 
legacy data is compliant. If a company 
realizes it will not be compliant by May 
2018, it should reach out to authorities 
and engage in a dialogue ahead of 
time, rather than hide and hope nothing 
happens. the GDPR does not establish 
any grace period, so each case would 
be individually assessed by the 
respective authority.

HOW CAN COMPANIES BEST PREPARE 
FOR THE GDPR?

they need to get a clear understanding 
of the personal data they are 
processing: how much, what 
information, where it is stored and with 
whom it is shared. If the company 
determines that its data processing 
activity would pose a “high risk” to the 
GDPR requirements and the “rights and 
freedoms” of individuals, they would 
also need to conduct and document a 
detailed data privacy impact 
assessment, keeping in mind that it is 
the domicile of the data subject, not the 
company, that generally determines 
who is in scope for the GDPR. the 
recent Paradise Papers data breach, 
which included personal data of EU 
resident clients of an offshore law firm, 
would have been covered under the 
GDPR. 

HOW CAN BUSINESSES MITIGATE THE 
RISkS OF A BREACH? 

Being well prepared for a data 
breach will help reduce the 
reputational impact as well as the 
business interruption. Past experience 
has shown that the way in which an 
organization manages a breach has a 
direct impact on the cost, and this will 
become even more the case under 
the GDPR. Authorities are more likely 
to penalize companies that are not 
well prepared and do not handle 
breaches according to best practices.

THE DATA BREACH AT CREDIT 
MONITORING FIRM EqUIFAX 
POTENTIALLy AFFECTED 145 
MILLION PEOPLE, WHILE 
THE RECENTLy DISCLOSED 
BREACH AT UBER MAy HAVE 
EXPOSED THE ACCOUNTS OF 
57 MILLION CUSTOMERS
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the GDPR will be locally enforced by individual EU countries

HOW WILL THE GDPR BE ENFORCED?

Authorities in individual EU countries 
will be responsible for enforcing the 
GDPR in each member state, meaning 
that some could take a more 
aggressive stance than others, for 
example when it comes to fines. 
Additionally, the European Data 
Protection Board will mediate 
conflicts between national authorities 
and issue guidelines on dispute 
findings with more or less binding 
effect. Data subjects, companies or 
regulators can seek a final decision in 
matters of dispute with the European 
court of Justice.  

HOW READy ARE BUSINESSES? 

It depends on the individual business 
and its size. A number of EU countries 
and certain sectors – such as 
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IS THERE A ROLE FOR RISk MANAGEMENT 
IN PREPARING FOR THE GDPR?

It has taken time for companies to 
realize the extent of the exposure, but 
now we see that the risk management 
function is highly involved in an 
organization’s GDPR projects. However, 
risk management should keep data 
privacy on the risk agenda even after 
“readiness” projects are concluded. the 
GDPR also requires “privacy by 
design” and “privacy by default” to 
encourage data protection from the 
earliest stage of any project or 
initiative. A robust privacy check early 
in the beginning of every project or 
new process will become a mandatory 
internal requirement. since the GDPR is 
not a one-off implementation, it will 
require a continuous risk approach. 

HOW DO INSURANCE COMPANIES HELP 
PREPARE OR COMPLy WITH THE GDPR? 

cyber insurance can help with aspects of 
compliance. Insurance, for example, often 
includes consulting and incident planning 
services, as well as breach response 
services. If a company suffers a breach it 
will need access to expertise, such as 

specialist lawyers, It forensics and crisis 
management consultants. Insurance 
provides instant access to these experts 
and helps demonstrate to authorities that 
a company has taken immediate and 
appropriate steps to reduce the impact of 
a data breach, as well as to meet 
regulatory requirements and deadlines. 

WILL ITS INTRODUCTION IMPROVE 
CyBER SECURITy AND DRIVE DEMAND 
FOR CyBER INSURANCE? 

A common saying in the field is that 
“you can have security without privacy 

but you cannot have privacy without 
security”. If companies approach GDPR 
requirements with due diligence, they 
are bound to augment cyber security 
through process refinement, increased 
awareness and often a growth in the 
security budget in order to deploy 
additional security measures. the 
GDPR is expected to support uptake of 
cyber insurance, but ultimately this will 
be up to individual companies to 
decide how to best allocate their risk 
management and security budgets. 

OUR EXPERTS
Jens Krickhahn  
jens.krickhahn@allianz.com

christopher Rau 
christopher.rau@allianz.de

Marek Stanislawski 
marek.stanislawski1@allianz.com
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DATA PROTECTION By  
THE NUMBERS1

$141 average cost (per record) of 
a breach

$3.62m average cost to a 
company of a data breach

24,000 average number of records 
in a data breach

28% likelihood of a recurring 
material data breach over the  
next two years

1  Ponemon Institute, Cost of Data Breach Study, 2017

the GDPR harmonizes privacy rules across all 28 EU countries

THE NEW RULES GIVE 
AUTHORITIES THE ABILITy 
TO LEVy FINES OF UP TO 4% 
OF A COMPANy’S GLOBAL 
REVENUES
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CAll to duty: hArvey

Sunday, September 3

In the middle of a three-day Us 
Labor Day holiday, “all hands on 
deck” calls come in to AGCs claims 
adjusters. Hundreds of thousands of 
people in Houston, Texas, the fourth 
largest city in the Us, are without 
electricity or running water after 
Hurricane Harvey came ashore near 
Rockport, Texas, on August 25. The 
entire AGCs North America claims 
team is mobilized.  

“As the water recedes,” says  
Steven Kennedy, AGCS Regional 
Head of Property, Engineering and 
Energy Claims, North America, “our 
experts will be assessing risks, helping 

customers dry out their premises and 
providing damage estimates in order 
to minimize disruption and get their 
businesses running again.”

AGCs adjusters – most of them regional 
general adjusters (RGAs) experienced at 
working natural catastrophe claims 
along all product lines – rendezvous in 
san Antonio, Texas, about 200 miles (322 
km) west of Houston. The prospects for 
safely getting into impacted areas are 
daunting. some report driving over 100 
miles (160 km) just to buy groceries. 

Chris Anderson, AGCS RGA, is 
assigned several large Bassett 
furniture stores in Houston which 
suffered water damages. He’s agreed 
to meet management onsite the 
following Tuesday. 

the loss AdJuster 
diAries: helpiNG to 
piCk up the pieCes 

During a busy 2017 hurricane season, Global Risk Dialogue followed AGCS claims adjusters 
as they supported businesses devastated by Harvey and Irma in the US. What’s a “day in 
their life” like? Actually, it’s a lot of waiting, driving, appointment setting, attending meetings, 
inspecting losses and working hard to get businesses back on their feet, all while working out 
of cramped hotel rooms. And they love it.

“it mAy be weeks 
before we Get iNto 
some AreAs. we‘ll 
keep tryiNG“
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Tuesday, September 5

As Anderson nears Houston, heavy 
traffic and significant flooding slows 
him down. the typical three hour drive 
takes almost all day. He meets with 
one of the store managers but can’t 
get to the other stores until the next 
day. the trip back to san Antonio 
takes six hours.

other adjusters don’t even have 
Anderson’s luck. David Melton, AgcS 
RgA, remarks that travel is almost 
impossible. He is turned away by the 
national Guard more than once. “It 
may be weeks before we get into some 
areas,” he says. “We’ll keep trying.” 
Melton tells of meeting families 
displaced by the hurricane who have 

relocated temporarily to his hotel. “It’s 
sad seeing all the children who left 
with nothing but the clothing on their 
back.” 

Already, insurance industry 
publications are weighing in on this 
“once-in-a-thousand-year event” and 
predict that extensive business 

interruption (BI) claims will probably 
lead to coverage questions that may 
affect future wordings vis-à-vis ‘flood’” 
as opposed to “surface water”.2 

Wednesday, September 6

Anderson leaves the hotel early to 
inspect the other three stores. Heavy 
traffic and road closures daunt him. He 
sees significant water damage, but 
hardly any wind damage. At least in the 
Houston area, Harvey was a water 
event. Further down the coast, however,  
James Byrne, AgcS RgA, sees  
significant wind damage near  
where Harvey’s eye made landfall  
(see pages 22-25).

Friday, September 8

A week after the storm, adjusters can 
access some areas but not the worst 
ones, where it could take another 10 
days or more. they are working six or 
seven days a week and up to 14 hours 
a day to handle the load. 

Monday, September 11

Media estimates predict total property 
losses of up to $200bn due to Hurricane 
Harvey and Irma – a new, stronger 
storm – to be comparable to Hurricane 
Katrina in 20054. Even if a specific 
property is not damaged, the national 
Guard, the Federal Emergency 
Management Agency (FEMA) and 
other authorities could deny entry or 
exit, creating a non-damage business 
interruption (NDBi) scenario 
impacting normal operations.5 It could 
be awhile before Harvey’s BI/nDBI 
impact is known. Although Hurricane 
Irma makes landfall in Florida on 
september 10, Harvey claims 
notifications continue. some adjusters 
carry on working Harvey claims for 
some time yet, even as others are pulled 

The average business 
interruption loss resulting  
from a flood event costs

 
(€1.19m)1

$1.38M 
1  AGCS Global Claims Review 2015: Business Interruption In Focus. Based on the analysis of 1,807 business interruption insurance claims 
2  Business Insurance, Insurers expected to withstand Harvey’s claims, September 5, 2017
3  AIR Worldwide, The Coastline at Risk: 2016 Update to the Estimated Insured Value of US Coastal Properties
4  ABC News, Hurricane Harvey and Irma may have caused up to $200 billion in damage, comparable to Katrina, September 11, 2017
5  Business Insurance, Property, business interruption, expected to top hurricane claims, September 12, 2017

Value of insured property 
within the US located in a 
coastal county3

$13TRN 
THE LOSS ADjUSTER 
DIARIES: HELPING TO 
PICk UP THE PIECES 

Hurricane Harvey delivered unprecedented levels of rainfall
and serious flooding on the Houston, texas, metro area
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to help out in Irma once it is safe to enter 
damage sites. still others, once they 
have conducted onsite inspections, 
return home to continue the settlement 
process. 

CALL TO DUTy: IRMA

Friday, September 15

Meanwhile, in Florida, in the wake of 
Irma, Ralph gillmore, AgcS RgA, has 
found a hotel in Boca Raton with 
power and water. the Atlantic coast of 
Florida was impacted by Irma’s strong 
winds, although landfall was many 
miles to the west on the Gulf coast.  
Gillmore gets one of the last available 
rooms on the 14th floor overlooking the 
Atlantic. A nice view – but he isn’t on 
holiday. Damage is widespread. Many  
roadways are impassable. cleanup 
and power repair crews are 
everywhere.

Gillmore schedules an appointment with 
a winery owner in Ft. Lauderdale 
around noon. the drive takes an hour 
longer than it should due to debris and 
road closures. schnebly Redland’s 
Winery, the southernmost Us winery 
and brewery, is a retail and storage 
complex with several buildings used for 
storage, production, coolers and offices, 
as well as adjacent restaurant and retail 
space. Around 45 full-time employees 
work here. the operating office is 
missing a roof. Most of the desks, chairs, 
tables, filing cabinets and computers 
are wind- and water-damaged. 
Generators, air compressors, circuit 

boards and cooling fans are also 
damaged.

Gillmore meets with the business for 
two hours, including a policy review. 
Back in his hotel “office” a few hours 
later, he returns over 30 emails and 
phone calls. He checks in with his wife 
and goes to dinner. “A long, exhausting 
day,” he writes to his manager. “It starts 
again tomorrow – saturday.”

Monday, September 18

some adjusters still in Houston are 
dispatched to Florida to help clients. 
one, Kathy Underhill, AgcS RgA, 
drives to Boca Raton from san 
Antonio starting on sunday, slowed by 
heavy traffic as Irma evacuees return 
home. After visiting a client’s business 
– a hotel – in orlando she arrives in 
Boca Raton where Gillmore and other 
adjusters are working. she checks into 
her room and falls asleep. 

Tuesday, September 19

Underhill wakes early, takes a cold 
shower because there’s no hot water, 
and sets up her laptop to document 
the previous day’s inspections at the 
orlando hotel. Moisture issues behind 

interior and exterior walls were  
observed. she contacts Allianz Risk 
consulting and orders thermal 
imaging assistance, which helps  
adjusters see if there is a possibility  
of water trapped between the walls, 
exterior stucco or interior drywall. 

she is assigned four new claims in the 
area. the afternoon is spent reviewing 
coverages, appointment-setting, and 
attending conference calls. she teams 
up with colleague Jean Hargrove, 
AgcS RgA, who has arrived from her 
home in Maryland. Most claim adjusters 
in the Us work out of their homes, 
scattered around the country.

Wednesday, September 20

Hurricane Maria makes landfall near 
Yabucoa, Puerto Rico, as a powerful 
category 4 storm. It is the strongest 
storm to hit Puerto Rico, a Us territory, 
in decades.

In Florida, Underhill’s first inspection is 
at the offices of the not-for-profit 
Urban League of Broward county, 
where underprivileged people receive  
personal skills training to get back on 
their feet – in one of the wealthiest zip 
codes in the state. Jean-claude 

VP Jean-claude touissant shows AGcs RGA Kathy 
Underhill around the Urban League of Broward  
county facility

The average business 
interruption loss resulting from 
a windstorm event costs

(€776,499)8 

OUTCOMES OF HARVEy*
to date, AGcs has received 589 
claims notifications across multiple 
product lines as a result of Harvey.  
Five adjusters went to texas to work 
claims for dozens of businesses as 
a result of the storm. Latest overall 
loss figures for Harvey are around 
$85bn6. there are still 33,000 people 
from the Houston area displaced 
in hotels to date, and almost that 
number living in temporary housing 
of their own selection.7

*as of January 20, 2018

6  Munich Re Natural Catastrophe Review, January 4, 2018
7  The Texas Tribune, Coastal officials say feds failing Harvey victims on short-term housing, January 4, 2018 
8  AGCS Global Claims Review 2015: Business Interruption In Focus
9  The Guardian, Hurricane Irma strongest ever Atlantic storm causes “major damage“ in Caribbean, September 6, 2017 

$901,632

IRMA HELD 7TRN TONS OF 
ENERGy – TWICE AS MUCH 
AS ALL THE BOMBS USED 
IN WORLD WAR II AND 
GENERATED THE MOST 
ACCUMULATED CyCLONE 
ENERGy IN A 24-HOUR  
PERIOD THAN ANy STORM  
IN HISTORy9
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touissant, the VP of Finance and 
Administration, shows them around. 
there is roof damage, water intrusion, 
drywall and carpeting damage,  
as well as ruined electronics and  
waterlogged furniture.

Friday, September 22

Underhill and Hargrove travel to Miami 
for three inspections, amid waves of 
tropical downpours. they cannot 
access damaged roofs, so arrange for 
additional inspections and engage 
drones for an aerial inspection of one 
building. they also visit Jose Arcia of 
M&M Farm, Inc., a wholesale tropical 
fruit distributor, which sustained minor 
roof damages. After a long day, they 
return to the hotel. the 180 mile (290 
km) roundtrip including three 
inspections takes 8½ hours.

Saturday, September 23

sunny, for once. Underhill and 
Hargrove drive to sebring, Florida,  
a 2½ hour drive, to inspect a tile and 

granite factory that experienced 
blown out skylights, damaged 
gutters, downed satellite dishes and 
other wind damage.  

Tuesday, September 26

Eleven days after first coming to 
Florida, Hargrove departs for her 
home in Maryland. Underhill, returning 
to her home in tennessee, makes one 
last stop in Jacksonville, Florida, to 
inspect a damaged commercial  
building and parking garage.  

POSTSCRIPT: MOVING ON

After Harvey and Irma, the tired 
adjusters return home. some have 
been away for weeks, others for just a 
few days. Hurricane Maria has crippled 
Puerto Rico and damaged businesses 
around the island are still inaccessible; 
meanwhile, wildfires are devastating 
california. no one knows where their 
next assignment will be.

David Melton, AgcS RgA, is 
immediately dispatched to napa, 
california, to work wildfire claims. 
“there is serious devastation in napa 
and sonoma,” he writes. “We are 
working with many customers who 
have lost their homes and businesses 
and are trying to help them rebuild 
their lives.”

“I have been doing this job for 27 
years,” he says. “I enjoy helping 
people. I still get calls and letters from 
businesses I have helped, thanking me. 
this makes it all worthwhile.”

Jean Hargrove, AgcS RgA, also is 
dispatched to california. “I’ve been 
at this for 30 years and counting,“ she 
says. “I love travel, but mostly it’s about 
helping businesses in need.” 

Like Melton and Hargrove, chris 
Anderson, AgcS RgA, goes to 
california the week the fires take off. 
He only gets to inspect two losses – all 
of the others are behind closed roads 
and cannot be reached. “Having been 
in this industry for over 28 years,” he 
says, “and working catastrophe duty 
off and on since Hurricane Hugo in 
1989, I know how important it is to be 
ready to go at a moment’s notice. My 

family understands that I sometimes 
need to be away for long periods of 
time. they know I’m helping other 
families who are suffering from 
devastating storms or fires.”

Kathy Underhill, AgcS RgA, goes 
back to Florida to assist on an 
inspection and then “desk-adjusts” a 
constant stream of wildfire claims for 
a while. “Knowing you’ve assisted and 
helped people back to some sort of 
normalcy during these catastrophes 
makes the travel and long hours 
worthwhile. I guess you could say it’s in 
my blood – and has been for over 20 
years.”

Ralph gillmore, AgcS RgA, doesn‘t 
go back to texas or Florida because 
he isn‘t needed onsite again. “I like the 
feeling of helping customers through 
all types of catastrophes,” he says. “It’s 
been my life’s work – for 43 years, now.”

Where to next? Who knows? It’s a day 
at a time with claims adjusters. All in a 
day’s work. And they love it.

When needed, AGcs deploys drones to determine 
damages to structures too fragile for adjusters to  
access, such as the roof of this warehouse in Miami

OUTCOMES OF IRMA*
to date, AGcs has received about 
676 claims notifications across 
multiple product lines as a result of 
Irma. Four general claims adjusters 
went to Florida to work claims for 
dozens of businesses as a result of 
the storm. Latest overall loss figures 
for Irma are around $67bn.10 
*as of January 20, 2018

10  Munich Re Natural Catastrophe Review, January 4, 2018

AGcs RGA, chris Anderson, left, with Gabriella Brito 
of Bassett as he inspects damages following Harvey’s 
flooding
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WHAT HAPPENS NEXT
once adjusters have made the 
inspection, the settlement process 
begins. An advance will be paid for 
customers to begin immediate 
repairs or clean-up, followed by a 
fine-tuning of the damage 
assessment and final meetings with 
customers and their financial team.
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reAdy, set, Go for the ClAims teAm

The “all hands” call comes in to  
James Byrne, AGCS Regional 
General Adjuster (RGA) – a job that 
entails settling large claims for multiple 
lines of business – following the tragic 
news of the situation in Texas as a 
result of Hurricane Harvey. He is ready 
to go if he’s needed.

A few days later, Byrne finds himself 
with the AGCs adjusters’ team (see 
pages 18-21) in a hotel in san Antonio, 
Texas, about 200 miles (322 km) west 
of Houston. In addition to several 
Houston assignments, he is sent to Taft, 
Texas – 161 miles (259 km) southeast 
of san Antonio – to inspect damages 
at a shrimp farm, Global Blue 
Technologies (GBT), near where 
Harvey’s eye came ashore.

hArvey hits teXAs

dAmAGes due to hArvey

On Tuesday, september 5, Byrne  
contacts the customer and arranges to 
meet the next morning. To prepare for 

Harvey made landfall near Rockport, Texas, on Aug. 25, 
2017, then meandered along the Texas Gulf Coast for 
over a week before exiting Texas on sept. 7

SPECIAL REPORT: eXTReMe weATHeR eVeNTs

“we’ll Get throuGh this”:
helpiNG A shrimp fArm 
reCover from hArvey

When the world’s first commercially-viable recirculating aquaculture system (RAS)  
organic shrimp farm is heavily damaged during Hurricane Harvey, AGCS claims adjuster,  
James Byrne, arrives on the scene to help bring the business back. It’s all in a day’s work for 
the 32-year veteran of claims settlement – a job he was “born to do”. 
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the visit, Byrne has a series of meetings 
with his supervisor, the underwriter, the 
broker and other experts to learn 
about the business and its insurance 
coverages. 

“You don’t just show up without any  
information,” says Byrne. “there are a 
lot of emails, phone calls, reports to 
read, policies to review, spreadsheets 
to set up and log, estimates to make, 
reserves to set, and so on. It is a  
continuous and ongoing process 
before and after a visit.”

He awakes early the next morning to 
drive to taft. He eats a full breakfast. 
Lunch might be questionable due to 
power outages along the coast. He’s 
not sure how long it will take him to get 
there and back. there are a lot of 

uncertainties. He gases up his car, as 
gasoline is scarce even in san Antonio. 

It takes Byrne 2½ hours to drive from 
his hotel in san Antonio to GBt. 
During the journey he drives over 
downed powerlines on several  
occasions. the countryside is an 
expanse of low, level, treeless flats 
near a bay. cattle and mules are 
lounging lazily alongside the 
roadway. Fences are down  
everywhere. Despite their free-range 

opportunity, the animals stand  
unmoving watching as Byrne  
passes by. 

THE INSPECTION

When he arrives, Byrne meets  
stephen White, Director of Logistics 
and operational Finance, GBt. White 
mentions in passing that it is his  
wife’s birthday. It occurs to Byrne,  
embarrassingly, that it’s also his wife’s 
birthday. He makes a mental note to 
remember to wish her “happy  
birthday” when he calls her that 
evening. 

White, a professional chef by trade, 
decided some years back to branch out 
into shrimp breeding. He tells Byrne 
that the facility, made up of 12 

Hurricane Harvey damage ensures cattle roam free as AGcs RGA, James Byrne, nears the Global Blue technologies site

THE FARM PRODUCES 
AROUND 150 MILLION 
INDIVIDUAL SHRIMP PER yEAR 
– OR FOUR SHRIMP EACH FOR 
EVERy PERSON IN TOkyO 

SPEciAl REPORT: EXtREME WEAtHER EVEnts

“WE’LL GET THROUGH THIS”:
HELPING A SHRIMP FARM 
RECOVER FROM HARVEy
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multi-purpose buildings, as well as four 
long modules containing a total of 36 
pools where the shrimp are bred, 
suffered almost a direct hit when 
Harvey roared ashore nearby. First  
responders surveying the hurricane’s 
destruction in nearby Rockport  
estimate that between 30% and 40% of 
the town’s homes and businesses  
were totally destroyed, with an equal 
percentage rendered structurally  
uninhabitable.2 GBt’s facility didn’t fare 
much better.

Richard Feldman, Director of Public 
Affairs and General counsel, GBt, 
arrives shortly after Byrne and the three 

men discuss insurance coverages and 
loss history and then proceed to drive 
around the wreckage of the 40-acre  
facility. Byrne notes significant wind 
damage not just to the modules, but to 
the roofs of the 12 buildings on the 

property. Between getting in and out  
of the vehicle, documenting damages, 
taking photographs and discussing  
the process of settlement, the property 
inspection takes several hours to 
complete. 

since there is such extensive and 
widespread roof damage, Byrne 
decides to engage a drone service – a 
company called BetterView – to fly 
over each building and document the 
damage up close, something Byrne 
can’t physically do because it is unsafe. 
the scheduled fly-over occurs several 
weeks later. the report of the overhead 
inspection gives Byrne the information 
he needs to recommend repairs or 
replacement and to estimate damage 
costs (see box page 25).

GBt is fortunate that its pure water lines 
survived in the bio-secure modules and 
that the facility did not suffer from storm 
surge or flooding, although all four of 
the modules were destroyed and all the 
shrimp – an untold number – were lost 
to the elements.

THE AFTERMATH

White tells Byrne that GBt will emerge 
from Harvey stronger, better and  
more successful than ever. An advance 
payment will allow GBt to immediately 
start getting its business back to  
operational levels, although it will take 
some time to completely get there. 
Insurance can help to reconstruct 
leveled buildings, repair the roofs of 
buildings left standing, repair or 
replace damaged or destroyed  
equipment, and even help with  
recouping the cost of the lost shrimp.  

Before Byrne leaves, he, White and 
Feldman take a photo under the GBt 
sign on the porch of the main office 
building. White invites Byrne to return 
in eight months to take another 
picture under the GBt sign when the 
facility is running on all cylinders 
again. “We will continue to work 
closely with the GBt team through this 
process because we want to get them 
back into production as quickly as 
possible,” says Byrne. 

Byrne drives the long road back to the 
hotel, even finding a gas station along the 
way with gas. He buys snacks and a drink 

GLOBAL BLUE TECHNOLOGIES – AN “INNOVATIVE 
AqUACULTURE CAMPUS”
Based in taft, texas, Global Blue technologies (GBt) describes itself as 
“an ethical, environmentally-sustainable and globally competitive” quality 
seafood provider. From the world’s first commercially viable, bio-secure 
recirculating aquaculture system (RAs) aquaculture center, GBt produces 
superior organic colossal and extra colossal Penaeus vannamei (Pacific 
White) shrimp.

traditional aquaculture systems grow aquatic organisms outdoors but risk 
contamination through runoff discharge, waste accumulation, native habitat 
destruction, damage to wild stocks, and escape of non-native species to the 
wild. the GBt system features an indoors modular zero-discharge RAs that 
recirculates all the water it uses. 

the system consists of long, prefabricated, enclosed modular structures, 
each of which contains eight ponds for breeding a proprietary genetic line 
of pathogen-free shrimp for rapid growth and large tail size. the shrimp 
are for the exceptional fine-dining and high-end global sushi market. 
Each module produces approximately 625,000 pounds of shrimp annually 
(around 15 shrimp per pound). All told, the farm produces around 10 
million pounds per year – or about 150 million individual shrimp1. that’s 
enough to feed every person in tokyo four shrimp each. 

Global Blue technologies grows organic shrimp for 
the exceptional fine-dining and high-end global 

sushi market

1  Global Blue Technologies 
2  Seafood Source, Global Blue Technologies facilities heavily damaged by Hurricane Harvey, August 31, 2017

AGcs RGA, James Byrne, left, meets stephen White of 
Global Blue technologies after Harvey swept through

SPEciAl REPORT: EXtREME WEAtHER EVEnts

Photo: Global Blue technologies

Photo: AGcs
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and relaxes a little. When he gets back to 
the hotel, he catches up on emails that 
came in while he was gone. He goes to 
dinner with some of the other AGCS 
adjusters who are staying at the hotel. At 
9:00 p.m. he realizes he still hasn’t called 
his wife to wish her a “happy birthday”, so 
he returns to his room to call. 

“She’s been married to me for over 40 
years,” Byrne says, “and we’ve been 
through many events together like this 
one. Over time, she recognizes that this 
job means I may miss some special  
occasions. It’s unfortunate, but that’s 
how it is. It was a long and tiring day 
today and another long one is coming 
tomorrow. She understands.“

A new tomorrow

“My first major hurricane was Hugo in 
1989,” says Byrne. “Then Andrew in 1992 
and Katrina in 2005. They’re all the 
same, but different, too. I try to comfort 
people who’ve lost everything that 
they’ll get through this. It’s a day at a 
time, but it will get better.”

Byrne works claims in Texas, then 
moves on to Florida to help Irma 
victims, and then returns to his home 
in Arizona after several weeks on 
the road. He’s been working claims 
for 32 years and it never gets old. 
“There’s always a claim that  
surprises you,” he says. “One that 
you’ve never run into previously like 
this shrimp farm. I live for those 
surprises.”

After he returns home, Byrne gets a 
note from White. “Thanks for your 
personal support during this crisis. I 
hope Allianz appreciates you. I 
certainly do.” That makes Byrne smile.

“It’s all about the people you meet and 
the relationships you build with them,” 
says Byrne. “That’s why I keep doing this 
job. I guess I was born to do it, because I 
love doing it.”

Satellite imagery shows the Global Blue Technologies site before (left) and after (right) Hurricane Harvey

the drone report
The BetterView drone report 
of the September 17 fly-over of 
Global Blue Technologies (GBT) to 
inspect Hurricane Harvey damage 
is an extensive 37-page report with 
overhead photos of each of the 
12 buildings and the four modules 
on the campus and includes 
construction history information for 
each building and details about 
damages and recommendations for 
repairs or replacement. There are 
also specifications and design details 

Photos: BetterView

for each building. There are over 800 
photographs in total.

“While there is no substitute for 
experience on the ground,” says Steven 
Kennedy, AGCS Regional Head of 
Property, Engineering and Energy 
Claims, North America, “in order to 
keep up with rapid changes in risk 
concentration, AGCS is increasingly 
making use of modern technology and 
models to better aid risk assessment 
and response when it makes sense 

to do so. This can be seen in our 
deployment of drones to assess 
wind damage claims and to inspect 
inaccessible areas such as the upper 
levels of buildings where it would be 
unsafe to send an adjuster.” 

BetterView, based in San Francisco, 
was founded in 2014 by a team of 
people with insurance inspection 
experience to provide drone 
capabilities to roof inspectors and 
claims adjusters. 

SPECIAL REPORT: EXTREME WEATHER EVENTS

Drone images of damage to buildings at the 
Global Blue Technologies site

Photos: Google Earth
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THE IMPORTANCE OF PLANNING –  
EVEN IF DISASTER NEVER STRIkES

Whether due to weather or some other 
type of disaster, any occurrence that 
incapacitates a business will interrupt 
normal operations and impact the 
bottom line. Risk of business 
interruption (BI) can be physical, 
virtual, reputational or financial – and 
whatever the risk, it can and should be 
planned for. 

A business continuity plan (BcP) isn’t 
just about writing one and putting it on 
the shelf; it’s about testing and 
tweaking it to make it truly effective 
when disaster strikes. that’s where 
business continuity management 
comes into play.

In the event of a disaster such as 
Hurricane Harvey, which has been 
called a “once-in-a-thousand-year” 
event due to unprecedented flooding, 
interruption of normal business activities 
would have been significant for any 
company.  

“In the case of Harvey, it could take 
six months or more to get back to 
normal levels for many businesses 
depending on how bad the flooding 
was at that location, how long it took 
to order replacement equipment and 
how long it took to restore the 
property itself to operational levels,” 
says Steven Kennedy, AgcS 
Regional Head of Property, 
Engineering and Energy claims, 
North America.

BUSINESS 
CONTINUITy: 
MANAGING DISASTER 
AND DISRUPTION

Preparedness is crucial to mitigating the risks companies face before, during and after 
extreme weather events such as hurricanes Harvey, Irma and Maria – or indeed any other 
type of disaster. Having a plan to stabilize critical business functions and production, recover 
losses and continue the revenue stream is key – and it should be stress-tested through 
tabletop exercises to be the best plan it can be.

SPEciAl TOPic: EXtREME WEAtHER EVEnts
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“It’s important to remember, in the case 
of extreme weather, that the premises 
could be unavailable to operations for 
a period from a few days to many 
months,” adds Jean-Philippe Monnez, 
Property Account Engineer, Allianz 
Risk Consulting (ARC), AGCS France. 
“A good BCP will enable the business 
to quickly implement measures after 
the disaster to restart production as 
quickly as possible and to limit BI 
losses.”

Interruptions due to weather can 
include structural damage to buildings, 
machinery and equipment damages, 
power outages, damage to 
infrastructure, injury to employees, and 
excessive wind or water damage. “In the 
event of a hurricane or flood, these 

events are usually forecast in advance 
and preventive measures can be taken 
before the storm arrives,” says  
Lisbeth Ippolito, Senior Account 
Engineer, ARC, AGCS North America. 

“There should be a windstorm/flood 
emergency plan to mitigate the 
exposures, in addition to a formal BCP,” 
she adds. The plan would include 
assigning roles and responsibilities to 
the response team, assembling 
emergency supplies in a safe location, 
planning for salvage and recovery 
operations and maintaining a list of 
key vendors, contractors and suppliers, 
and relocating equipment, stock, 
records and other valuable 
operational pieces to safe locations 
and sand-bagging doors and 
vulnerable building openings.

the plAN

“A BCP focuses on critical and 
important functions within a 
predetermined time after a disaster,” 
says Thomas Varney, Regional 
Manager Americas, ARC, AGCS. It 
identifies the business recovery 
priorities and the acceptable recovery 
times established by senior 
management. Based on these 
priorities, a recovery plan for each 
functional area is developed, 
identifying critical operations and 
vulnerabilities that might impede 
recovery efforts. 

  the 1 miNute diAloGue

u   Risk of business interruption can be 
physical, virtual, reputational and 
always financial –  and should be 
well-planned for

u   A sound business continuity plan 
should be written and tested in a 
tabletop exercise to be effective 

u   An ideal tabletop exercise should 
be prepared well in advance and 
designed to test location-specific 
vulnerabilities

u   The entire business continuity process 
should be driven by executive 
leaders fully committed to recovery 
management

wiNdstorm ANd flood 
CheCklists
AGCs has designed checklists to aid 
in preparing for, surviving during, 
and recovering after, windstorm and 
flood events. The checklists can be 
downloaded at  
           http://www.agcs.allianz.

com/risk-consulting/arc-
downloads/natcat-checklists/

SPECIAL TOPIC: eXTReMe weATHeR eVeNTs

73%
Companies worldwide failing in 
terms of disaster readiness
Source: Disaster Recovery Preparedness Council
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Hurricane Harvey’s “once-in-a-thousand-year” storm damage will impact how risk models predict flood events

Photo: AGCs
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Vulnerabilities could include the 
facility itself, unique equipment, 
bottlenecks, logistics, warehousing 
and inventory needs, manufacturing 
capabilities and capacities, 
purchasing restrictions, contractual 
obligations, supplier shortages, and IT 
system failure, among many other 
things, Varney adds. These would be 
spelled out in the overall BCP, which 
includes several individual plans 
governing different sub-areas within 
the organization (see box, below left). 

“The BCP should be issued by a 
certified contractor with the support of 
onsite management and the buy-in of 
the business’ top management if it is to 
be effective”, says Monnez. 

Regardless of the final plan that is 
drawn-up and agreed-to, a final 
table-top exercise preferably 
administered by an outside entity 
needs to be held to test it. 

Whether or not the BCP is viable 
depends on if its mitigation measures 
are well thought-out and practiced. In 
the case of an extreme weather event, 
there are two scenarios which could be 
anticipated: on the one hand, the 
premises could be unavailable for 
routine operations, therefore 
interrupting business; or, on the other, 
employees and other human resources 
could be unavailable. Each scenario 
should be thoroughly studied in order 
to create applicable prevention 
measures should that scenario become 
real. The key to a good plan is scenario 
testing – usually best carried out by a 
robust table-top exercise.

The Table-Top exercise

An ideal table-top exercise can consist of 
anything from a roundtable discussion 
with key stakeholders to a recovery 
planning exercise  implementing a bar 
chart or other graphical illustration that 

helps plan, coordinate and timeline 
functional recovery tasks. 

The most effective exercises are 
prepared well in advance and 
designed to test location specific 
vulnerabilities. Assumptions are clearly 
defined and communicated to all 
participants before the exercise. Rules 
should be drawn-up beforehand and 
agreed-to by all participants. In short, 
the test should be presented as a 
learning exercise that allows for 
problem-solving and team-building.

The disaster scenario usually is 
designed to be realistic and may be 
based on regional natural 
catastrophe loss data for the area or 
historic industry losses. Each 
functional area will have a copy of 
their recovery tasks to review and 
update as the exercise proceeds. 

“It’s important that the scenario is as 
believable as possible and taken 
seriously,” says Ippolito. “Impactful 
photographs and detailed descriptions 
of the disaster are included in the 
scenario.”

Table-top exercises can include any type 
of natural catastrophe loss, fire and 
explosion, a contractor’s negligence, an 
angry employee, a cyber-attack, injury or 
death of a key employee, loss of a critical 
supplier, or something as innocuous as a 
ruptured water pipe that floods a 
manufacturing facility. 

“The objectives of the exercise are to 
validate the BCP’s viability by testing 
the recovery objectives and timelines, 
train the recovery team members and 
managers, demonstrate the ability of 
the site to recover, minimize decision-
making during a disaster event, and 
update and improve the plan,” says 
Varney.  

SPECIAL TOPIC: EXTREME WEATHER EVEnTs

individual Team plans required wiThin a good 
business conTinuiTy plan (bcp)

1.    Emergency action plan

2.     Crisis management and 
communication plan

3.    Hazardous materials plan

4.     Production make-up and 
interdependencies analysis

5.     natural catastrophe response 
plan

6.     supply chain risk management 
plan

7.    IT data recovery plan

8.     Qualified vendors/outsourcing 
plan

9.     Compliance and 
governmental regulations plan

10.  Recovery and continuation plan

10

agcs sTress-TesT services
AGCs provides BCP certification 
engineers who support customers 
by issuing technical specifications, 
supporting the production phase, 
attending to the final table-top 
exercise and even writing the BCP.

It takes the cooperation of many functions to recover 
operations quickly after a disruption

Photo: istock
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“A good exercise,” says Maarten van der 
Zwaag, Global Head of Property Risk 
Consulting, ARC, AGCS, “is one that 
tests the highest exposure of the site, be 
it weather-related or tied to something 
like IT failure or unprepared suppliers.” 

disasTer recovery or business 
conTinuiTy?

Disaster recovery is the process of 
getting all important IT infrastructure 
and operations up and running 
following the disruption1. In today’s 

business environment, nearly every 
functional area of the business relies at 
least in part on the IT infrastructure, 
data storage, analysis, applications 
and other vital components that fuel 
the operational processes of the 
business. 

“This can be thought of as the 
emergency procedures to be 
implemented in the first 48 hours after 
the event and before the application 
of the full-fledged BCP,” says Monnez. 
“This is the simple answer. There are 
lots of steps to an efficient disaster 
recovery.”

Business continuity, on the other hand, 
is the process of getting the entire 
business back to full operation. It 
involves retaining critical functionalities 
such as site management, human 
resources, engineering, facilities, 
production, finance, environmental, 
health and safety, quality assurance, 
supply chain, sales and marketing and 
other operational cogs of the business 
wheel2. 

managing from The Top

The entire business continuity process 
should be driven by executive leaders 
committed to continuity 
management. Recovery is a 

SPECIAL TOPIC: EXTREME WEATHER EVEnTs

management exercise in which 
functional teams are led to revive the 
company and sustain the financial 
and operational bottom-line.

“Management must recognize the 
potential financial and operational 
losses associated with BI and the 
importance of having good response 
and business continuity strategies in 
place,” says Varney. “The business will 
not do it on its own.” 

“The goal for the organization is to be 
able to recover and be resilient in light 
of increasing natural catastrophe risk, 
but it all begins and ends with buy-in 
from the top.” 
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naTural caTasTrophe  
business exposures can 
include …
•  Loss of facility

•  Loss of production capacity

•  Loss of suppliers or vendors

•  Loss of labor and special expertise

•  Loss of IT capabilities 

•  Loss of data

•  supply chain disruption

•  Inputs/outputs disruption

•   slowdown (or shutdown) of 
operations

•   Loss of critical employees to injury, 
trauma or death

1/2  DISYS, The difference between disaster recovery and business continuity - and why IT matters for both, 2017

Lack of access to premises due to  
extreme weather is a BCP trigger.

Photo: istock
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Moving the iconic  
”Peking” back to hoMe Port

the Project 

When it was decided by the South 
Street Seaport Museum in New York 
City that the “Peking”, a vintage-1911 
steel-hulled, four-masted German  
windjammer freighter, was destined to 
be sent to scrap, the city offered to 
return the ship to its home port of 
Hamburg, Germany, where it was  
originally built, as a gift – contingent 
upon raising an endowment in 
Germany to ensure the preservation of 
the vessel. A consortium in Hamburg, 
backed by the German government, 
purchased the ship for $100 as a 
feature of the planned German Port 
Museum in Hamburg, to be opened  
in 2020.

On July 19, 2017 the ship was transported, 
as cargo aboard the “Combidock III”, a 
semi-submersible heavy-lift ship, from 
New York across the Atlantic to Peters 
Werft at Wewelsfleth, a small town on the 
River Elbe near Hamburg, where it arrived 
on August 2 for a three-year restoration.

the insurance coverages 

According to Volker Dierks, Head of 
Marine Hull Underwriting,  
Central & Eastern Europe, AGCS , 
several insurance coverages are  
required for such a monumental 
move. “We covered the ‘Peking’s’ 
journey across the Atlantic via a 
Marine Project Cargo heavy-lift policy 
that covered loading it as cargo 

A magnificent four-masted windjammer is moved from New York City to its home port of Hamburg 
to be refurbished and featured in a new maritime museum. To insure a safe passage, AGCS jumps 
onboard to offer coverage for the piggy-back ride across the Atlantic, as well as for dry-dock 
repairs and the final museum mooring. 

RISK SNAPSHOT

aboard the ‘Combidock III’.” There 
were no incidents on the 13-day 
voyage. AGCS also provides and 
leads a Ship Repairers Legal Liability 
policy for the “Peking” to be  
refurbished for at least 24 months. 
Finally, AGCS participates on the Hull 
& Machinery cover for the operator 
and owner of the “Peking” – Stiftung 
Hamburg Maritim – once it is berthed 
at the museum.

“The return of the “Peking” was an  
adventure not only because of its 
history, but also because of the  
connected insurance challenges that 
were custom-made for this exposure,” 
says Dierks. “After the refurbishment, it 
can teach the public about the past 
hardships of a sailor’s life. At that time, 
wind was the most important factor for 
a successful and safe journey.”

history

The “Peking” is a steel-hulled four-
masted barque freighter – i.e. a ship with 
three (or more) masts, fore-and-aft sails 
on the aftermost mast and square  
sails on all other masts, that were the 
workhorses of the Golden Age of Sail in 
the mid-19th century. A so-called  
“Flying P-Liner” vessel of the German 
company F. Laeisz, it was one of the last 
generation of windjammers used in the 
nitrate and wheat trades around the 
often treacherous Cape Horn of South 
America. It was referred to as a “Flying 
P-Liner” because the founder’s name 

was “Pudel” (English, “poodle”); after 
that, all of the company’s ships’ names 
started with a “P”, including the ”Padua”, 
“Passat”, “Pamir”, “Preussen”, “Pangani”, 
“Potosi” and “Pommern”. The “Peking” 
was launched on February, 25, 1911,  
one of the world’s largest sailing ships at 
that time. 

Docked at Valparaiso, Chile, at the  
outbreak of World War I, the “Peking” 
was awarded to Italy as war reparations 
but was sold back to the original owners, 
the Laeisz brothers of Hamburg, in 1923. 
It continued in the nitrate trade until 
traffic through the Panama Canal 
proved quicker and more economical. 
From Hamburg via England, where it 
saw duty in the Royal Navy as “HMS 
Pekin”, the ship finally arrived in New 
York, where it was sold to the South 
Street Seaport Museum in 1974. There it 
lay as a museum ship on the East River 
until 2016.

Peking – Facts and Figures
• Displacement – 3,150 tons

•  Length – 377 ft. 6 in. (115.06 m) 
from nose to tail; 320 ft. (98 m)  
on deck

• Beam – 45 ft. 7 in. (13.89 m)

• Height – 170 ft. 6 in. (51.97 m)

• Draft – 16 ft. (4.9 m)

• Sails – 44, 132 sq. ft. (4,100 m2)

• Number of masts – 4

The “Peking” in dry-dock undergoing restoration in Wewelsfleth, Germany 
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TOP RISKS FOR 2018

The threats may be changing but 
the result stays the same. Business 
interruption (incl. supply chain 
disruption) leads the list of top business 
risks for the sixth consecutive year, 
according to the Allianz Risk 
Barometer 2018, with 42% of responses 
rating it as one of the three most 
important perils companies face in 2018.

Visit www.agcs.allianz.com 
for the latest AGCS news and 
expert research on topics such 
as product recall, shipping safety 
and emerging liability risks like 
legionellosis and nanotechnology.

CONTENT SHOWCASE

The top 10 risk list, in full

Cyber incidents continues an impressive 
climb up the ladder coming in at a strong 
number two, with 40% of responses rating 
it in the top three. Five years ago it ranked 
number 15 on the list.

A record-breaking $135bn in insured 
losses in 2017 ensures that natural 
catastrophes returns to the top three 
business risks in third spot with 30% of 
responses. The general weather 
worries also drove climate change into 
the top 10 business risks for the first 
time, coming in at 10th place with 10% 
of responses. 

The survey was conducted among 1,911 
risk experts from 80 countries. 

Download the report and individual 
country risks at 

           http://www.agcs.allianz.com/
insights/white-papers- and-
case-studies/allianz 
-risk-barometer-2018/.

TUNE IN TO AGCS PODCASTS

A fast-growing number of podcasts 
have added to the channels of 
expertise at AGCS recently, including  
episodes covering the release of 
the Allianz Risk Barometer 2018, 
product recall risk and cyber-attacks 
in the shipping sector.

First up, Thomas Varney, Head of 
Allianz Risk Consulting, Americas 
AGCS, and Emy Donavan, Global 
Head of Cyber, AGCS, discuss the 
top two global risks as reported 
in the Allianz Risk Barometer – 
business interruption and cyber 
incidents – and explain how they 
are impacting businesses and what 
can be done to mitigate the risks. 

In the product recall podcast, 
Christof Bentele, Head of Global 
Crisis Management, AGCS,  
discusses the key findings from 
the AGCS report, Product Recall: 
Managing the Impact of the New 
Risk Landscape.

The third podcast features a 
discussion with Capt. Andrew Kinsey, 
Senior Marine Risk Consultant, 
AGCS, about the growing threat cyber 
risks pose at sea. 

Other episodes of the AGCS Podcast 
can be downloaded at 
          http://www.agcs.allianz.com/

insights/podcasts/
          http://www.agcs.allianz.com/

           

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

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

Capt. Andrew Kinsey recording the podcast
Photo: AGCS
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