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Seminar on Extended Warranty and Liability Insurance
Conducted for Nepal market in Kathmandu, Nepal — 28" Feb 2019




S 7

J. B, BODA T

WE BEELIEVE

ON “WRITE” SIDE

Climate change and its impact on Himalayan glaciers (contd...)

Observed changes

Analysis of observed temperature and precipitation data is limited. One of the reasons is the relatively
short length of records, about 30 years. From available studies, it has been found that temperatures
are increasing at a rather high rate. Analysing 49 stations found that the warming was consistent and
continuous after the mid-1970s. They found that the average warming in annual temperature between
1977 and 1994 was 0.06 _C year-1. The early analysis was extended with more recent data, and it
was found that the warming trend is still continuing and that the rate of warming has not decreased.
Until 2000, the two warmest years in Nepal were 1999 and 1998. The widespread warming in the
country is thus is in broad agreement with projections made by climate models. Similar analysis on
precipitation data does not reveal any significant trends, although precipitation in Nepal is found to
be influenced by, or correlated to, several large scale climatological phenomena, including ENSO.

Warming similar to that observed in Nepal is also observed in Tibetan Plateau. In Tibetan Plateau,
warming is more pronounced in higher altitude stations than in lower ones. A recent study suggested
that the progressively greater warming in the higher altitude regions is a general phenomenon of the
whole Hindu Kush—Himalaya region.

Glacier fluctuations

There are 3,252 glaciers in Nepal covering a total area of 5,323 km2. Since glaciers are excellent
indicators of climate change, the Nepalese glaciers provide a good opportunity to study the impact of
global climate change in this region. Studies of glaciers on a regular basis started in Nepal in the
early 1970s. Since then, several glaciers in Hidden Valley of Dhaulagiri region, Langtang region,
Khumbu region and Kanchenjunga region have been studied.

Glacier lake and outburst floods

There are 2,315 glacier lakes of various sizes, the total area of which is 75 km2. The formation and
growth of glacier lakes are a phenomenon closely related to the deglaciation. Valley glaciers
generally contain supra-glacial ponds. Due to a warming climate, these ponds grow bigger and
merge. The ponds fill the depressions earlier occupied by glacier ice. The dams holding these are
structurally weak and unstable and undergo constant changes due to slope failures, slumping, etc. and
possess the danger of catastrophic failure, causing glacier lake outburst floods (GLOFs). Principally,
a moraine dam may break by the action of some external trigger or by self-destruction. A huge
displacement wave generated by a rockslide or snow/ice avalanche from the glacier terminus into the
lake may cause the water to overtop the moraines, create a large breach and eventually cause dam
failure. Earthquakes may also be one of the factors triggering dam break depending upon its
magnitude, location and other characteristics. Self-destruction is caused by the failure of the dam
slope and seepage from the natural drainage network of the dam.
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A GLOF is characterized by a sudden release of a huge amount of lake water, which in turn rushes
down the stream channel in the form of dangerous flood waves. These flood waves comprise of water
mixed with morainic materials and cause devastating consequences for downstream riparian
communities, hydropower stations and other infrastructure. The severity of flood wave depends upon
the amount of water released, breach characteristics, debris load and on basin characteristics of the
watershed. Discharge rates of such floods are typically several thousand cubic meters per second.
Although GLOF events are not new, they attracted the attention of the scientific community and
government only when a disastrous GLOF occurred at Dig Tsho Glacier Lake on 4 August 1985 in the
Langmoche valley of Khumbu region in eastern Nepal. It caused serious damage to the nearly
completed Namche Hydropower Project, washed away big area of cultivated land, bridges, houses
including livestock and inhabitants along its path downstream.

Livelihoods

A livelihood impact study was conducted for downstream communities due to deglaciation resulting
from climate change. While the hydrological component of the project provides a regional model for
the whole Hindu Kush—Himalayan region, and on the water resources of the Indus, Ganges and
Brahmaputra river basin, the livelihood impact study was restricted to selected communities within the
Kali Gandaki river corridor. It was found that the Kaski and Parbat districts located in the upper part of
the corridor will be considerably influenced by any change in run-off due to deglaciation. In the middle
part of the corridor, the Baglung, Parbat, Gulmi and Syangja districts may experience high to moderate
impacts, with Palpa and Tanahu in the lower part of the corridor are likely to be less affected. In the far
downstream areas, impacts will be less marked. It was found that any changes in hydrological regimes
can have serious consequences to hydroelectric projects. The traditional water mills used by local
people for various purposes (e.g. grinding grains, power.) might be adversely affected, especially those
that are seasonally operated. The study also found various irrigation schemes along the river corridor
vulnerable to climate change. Similarly, fishing an important mean of subsistence will undoubtedly be
affected by deglaciation in the upper catchment. Water in the region also has important religious and
spiritual uses. There are altogether 22 traditional places, commonly known as ghats, along the
Modi/Kali Gandaki river corridor, which are used for religious bathing and cremating. Changes in run-
off, either increases or decreases, may cause inconvenience and increased risk for local people.

Agriculture

In an agrarian country like Nepal, with a staggering increase in population and food demand, even a
slight decline in annual food production is a matter of great concern. Although the majority of the
people depend on agriculture, this sector is adversely affected by the loss of fertile soil due to soil
erosion, landslides and floods. Soil loss is one of the major causes of decline in agricultural production
in Nepal. The negative effects of climate change may further aggravate this situation. It has been
suggested at that with a 4 C temperature combined with a 20% precipitation rise, there could be
marginal yield increase rise, between 0.1 and 7.5%, and beyond that yield will continue to decline.
However, temperature increase has mixed effect on the actual yield.
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Natural forest, biodiversity and wildlife

Forests are important natural resources of Nepal as the majority of people use forest products such as
firewood, food, fodder, timber and medicines. The extensive utilization of, and increasing demands for,
forest products have led to a decline both in area and in quality. Further, global warming may cause
forest damage as their climatic zones move leading to changes in their composition and extinction of
species. The impact of this situation could affect directly not only the environment of Nepal but also the
lives of a majority of people. Nepal is renowned worldwide for its biodiversity but this could be
seriously threatened by climate change. Tropical wet forests and warm temperate rain forests would
disappear, and cool temperate vegetation would turn to warm temperate vegetation.

Vegetation patterns would be different under the incremental scenario than the existing types. Climate
change will also have direct impacts on wildlife. Furthermore, migration of vegetation zones and
declines in biodiversity will have further adverse impact on wildlife.

Health

The risk of malaria, kalaazar and Japanese encephalitis outbreak is suggested under climate change
scenarios for Nepal. Particularly, subtropical and warm temperate regions of Nepal would be more
vulnerable to malaria and kalaazar. Similarly, an increase of temperature would make the subtropical
region of Nepal more vulnerable to Japanese encephalitis.

Conclusion

Climate model projections are highly variable concerning projections for the South Asian region.
Overall, increase in precipitation is projected; the magnitude of change is low. Change in run-off
projections generally follows precipitation, although it is highly variable with models. Observed trends
in temperature generally agree with climate model results and show significant warming in last
decades. More warming is observed in high altitudes compared to low elevations. No significant trend
is found in precipitation. The warming in the Himalayas is having great impact on the glaciers. There
is an overwhelming evidence of rapid deglaciation in the Himalayas. As glaciers are an important
source of water to the rivers of Nepal, as well as India, especially during dry seasons, widespread
deglaciation is certain to have an impact on a regional scale on water resources. As run-off variation is
directly related to glacier conditions, continued deglaciation is certain to have an impact on run-off in
the future. Model results, however, are not consistent in predicting run-oft change across the Himalayan
region, although a lot of improvement in modelling is needed so that the whole suite of hydrological
characteristics of Himalayan Rivers can be predicted. Preliminary analysis of river flow data, however,
does not show any consistent trend at present. This could be due to rather short length of discharge
records. It is therefore wise to prepare for the worst. Glacial lake outburst floods are a problem for
water resource development. It is timely to make vulnerability assessment of different development
sectors and devise adaptation plans. Some ““no regret” adaptation measures may be implemented in the
near future. There is a need for a comprehensive physical and socio-economic risk assessment of
climate change in the region.

Source : https://www.researchgate.net/publication
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NATIONAL

Auto dealers without a valid (MISP) licence could now be penalised

Insurance Regulatory and Development Authority of India (IRDAI) is cracking down on auto
dealers that do not register. The penalty could be up to Rs 0.5 million. This will be applicable
to all dealers selling motor insurance at the time of purchase of a vehicle. Motor third-party
insurance is mandatory for all vehicles while the own damage component is optional. Most
dealers typically sell a comprehensive insurance package that includes third-party and own
damage coverage. Third party insurance provides coverage against liabilities of vehicle
owners involved in accidents. Own damage insurance covers the vehicle against any external
damages.

There are a total of 25,000 dealerships in India and an additional 15,000 dealers operating in
the market.

IRDAI will also be sending a communication to the dealerships and individual dealers
discouraging sale through unauthorised means. IRDAI had earlier said no MISP or insurance
intermediary can enter into an agreement with the Original Equipment Manufacturers (OEMs)
that has influence or bearing on the sale of motor insurance policies.

While in the past, there were multiple instances of Original Equipment Manufacturers (OEMs)
dictating terms to dealers on the insurance being sold, this will now be under control. Having a
MISP registration will mean that these entities will be forced to offer an option of all insurance
companies’ products to customers.

Apart from malpractices like dealers overcharging customers for insurance and passing on
lesser premiums to the insurers, some companies had also complained of anti-competitive
practices.

Sources said at least 5 percent of dealers have been found offering single company insurance
to customers leaving little choice for customers during vehicle purchase.

Source : Moneycontrol.com
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Health cover policyholders may receive claim amount in instalments

In a first-of-its-kind proposal, a working group constituted by the Insurance Regulatory and
Development Authority of India (IRDAI), has suggested that a policyholder may be provided
the option to receive the amount in lumpsum or in equated instalments.

However, this will not be a default mode, but should be implemented only if a customer opts
for it. A policyholder shall have the flexibility to choose the option of settlement option of the
claims at all stages of the policy contract — at the time of buying the policy, during renewal,
and during the policy terms or at the time of claims, the committee said in its
recommendations. The periodicity of instalments could be monthly, quarterly, bi-annual, and
annual. The claim payment period could be up to a maximum of five years, and instalments
should be spread over the payment period.

On the pricing front, the panel suggested that the premium should be the same for both options
of lumpsum settlement of claim as well as instalments. Linkage of interest rate for payment of
claims in instalments will not be permitted. Pricing aspects could be incorporated by the
appointed actuary at the final stage while deciding the terms and conditions to be offered to the
policyholders, the report said. The regulator is likely to come up with the final guidelines on
the matter over the next one month, according to the sources.

The objective of such a facility is to offer income to policyholders for a reasonable period of
time. The option may also enable policyholders of benefit-based health insurance policies get
a stream of income over a predetermined period of time after triggering of the claim. There
are diverse views on the efficacy of the facility. While the idea looks good on the face of it, it
may not click well with customers.

In personal accidents and some categories of health cover, the objective of policyholders is
generally not income generation. They may like to get claim immediately in this segment, and
don’t expect great numbers opting for it. The settlement option proposed in the draft guideline
introduces flexibility in the product structure for the customer, which is good but need robust
processes.

Source : The Hindu Business Line
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INTERNATIONAL

Australia — Yoga, naturopathy, Pilates hit as rebates disappear

Among the 80 per cent of Australians using natural medicines and treatments such as
naturopathy, yoga and Pilates to improve your health, shall experience a shock.

Australians claiming a rebate from their private health insurance for those services will no
longer be able to — and there are warnings its wider implications will affect many Australians.
The Federal Government has drawn up a list of natural therapies private health insurers are now
“banned” or “prohibited” from funding because the treatments are deemed to be lacking in
scientific evidence.

The National Health and Medical Research Council (NHMRC) investigated the decision,
overseen by the country’s chief medical officer. There are questions around the relevance of the
review because it only included studies done up to 2014.
At the time the Government said the changes would “remove costs from the system and
contribute to reducing the costs of private health insurance premiums”, which a recent survey
showed was a concern for 82 per cent of all households.

But Private Healthcare Australia has admitted the decision would have a “very minimal” impact
on premium costs.

Source : The New Daily

Downstream enerqy sector sees first major capacity decrease since 2001

The downstream energy sector experienced its first significant decrease in underwriting
capacity since 2001, according to a new energy market report. Energy-refinery Downstream
capacity fell from $6.8 billion to $6.2 billion in the first major market turn since the aftermath
of 9/11.

The decrease was attributed to a number of factors, including continuing losses and the
unprofitability of related sectors such as power, minor and renewables. The downstream sector
experienced heavy losses in 2018, while the recent twin losses from Darwin, Australia are
causing serious concern in the construction market.
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As a result, it is expected that almost every programme in downstream energy to be subject to
some form of rating increase. In contrast, the upstream market experienced a marginal
increase in capacity, from $7.7 billion to $8.1 billion.

Upstream had another mild loss year, stifling the hardening dynamic in this market, although
land rig and other onshore losses are currently causing insurer’s concern.

On balance, the upstream market has continued to generate underwriting profits, although
analysts warned that it would not take much to change this should the current mild loss record
deteriorate.

It was also concluded that the prospects for the downstream energy portfolio look bleak unless
there is some improvement in what has been a “disastrous couple of years for these insurers.”

Year 2019, Energy Market Review highlights the inherent volatility in the insurance markets,
which are now showing increasing signs of hardening. In the challenging market environment,
had to adjust to the way in which energy industry risks are identified, collated and presented to
insurers in an era where “Big Data” is king.

Other risks to energy clients highlighted includes the increase in geopolitical risks, such as
cyber risk, and trade and political risk volatility.

The report also highlighted the increasing risk of governmental regulatory change around
climate resilience, which it said may impact heavily on the energy sector.

Source : Reinsurance News

China aims to boost funding support for elderly care sector

The Chinese government said it would push for more financing support for the elderly care
sector to help accelerate the development of a fledging industry and ensure that the needs of an
aging population are met. China’s elderly care infrastructure is ill-equipped to deal with a fast
graying population, expected to hit 400 million by 2035, prompting Beijing to expedite
reforms and draw up policies to speed up development of the sector.

The government would also allow more insurance funds to invest in elderly care projects, and
encourage financial institutions to extend affordable loans to elderly-care service providers, it
said. Banks, trusts and other financial institutions will be supported to help them develop
financial products that can meet the long-term needs of the elderly, the council added.

Source : Reuters.com
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GROUP COMPANIES = J. B. Boda Insurance Surveyors &

Loss Assessors Pvt. Ltd.

- Fire, Engineering, Miscellaneous Accident
Surveyors & Loss Assessors.

- Marine Cargo, Hull, Vessel Condition Surveyors,
Loss Assessors, Superintendents, Container
Surveyors, Tank Calibrators, Samplers & Analysts.

m J. B. Boda & Co. Pvt. Litd
- Employee Benefit Schemes.
- Life Valuation & Product Development.
- Asset-Valuation

Crowe Boda & Gampany Pvt. Ltd. m ]. B. Boda Reinsurance Brokers Pvt. Ltd.

- Protection & Indemnity Itisurance Services - Non-Life & Life broking

Correspondents inTndia for:

Steamship IfSurance Management Seivices Lid. | ] _]. B. Boda Insurance Brokers Pvt. Ltd.
» London - Steamship Mutual - Non-Life & Life broking

Shipowners Mutual Protection & .. .
® Dhiraj Offshore Services Pvt. Ltd.

- Offshore & Onshore Survey

» Indemnity Association, Luxembourg
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Head Office :
Maker Bhavan No. 1, Sir Vithaldas Thackersey Marg, Mumbai 400 020 (INDIA)
Telephone : + 91 22 6631 4949/ 6631 4917 * Telefax : + 91 22 22623747 / 22625112
E-Mail : jbbmbi@jbbodamail.com * Web : http://www.jbboda.net

For previous issues click on www.jbboda.net/news.php
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