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Background

market sitbation in 2002/2003 — growing application of:
ashestos clauses

concern at varnety: of clauses; and the needito
Understand the clauses being used in the London
supscription market




Background

Other developrments

regulationi of Asbestos — CAWR 2002

iegulation offinsurers - Contract Certainty

significant legalicases

handlingl ol ©OD) claims — new: proposals




Asbestos clauses

Recap

Production and use

Impact at the individuallevel
Impact onl seciety’ and econemy/
Impact on Insurance Industry




Asbestos clauses

Productioniand use

Global

world preduction 1900 — 2000 : 173 m tons ( estimated cumulative figure
by R Virta quoted in IAWG )

current production: (‘2004) = 2.4 i tens; from 1.6/ key: producing Countries
((Britishr Geological Survey: 2006;)

Peak - 1975 ({2000 figure around 40% of 1975 levell)
|_argest producer ( first half:20" cent ) = Canada
[Largest producer ((second half: 207 cent') = Russia
Russia (‘around one: third of global production;)

Production in China peaked. in 2000 at around 50% of Russian levels




Asbestos clauses

Consumption

Global
Peaked in 19801 at 4.8m tons
2000 figure = 1.48m tons

Where is it still'being used! ?

in 2000 Brazil, China,, India, Japan, Russiaiand Thailand were the
largest consumers of ashestos each consuming mere tham 60,000
tons of asbestos

60 countries, still favour the contrelled use approach regarding
chrysetile asbestos * ( R. Virta 2003 )




Asbestos clauses

Production and use / consumption

UK
Imports 2004: — 2150 tonnes ( BGSH 2006 )

Exports 2004° (‘un manufactured asbestos) — nil
(BGS, 2006 )

Current Use In manuiacturing

Presence in buildings




Asbestos clauses

Impact
UK

Eachyear - 3500 cancer deaths due to asbestos exposure ( HSE
figs )

2003 1101 deaths frem asbestosis ( HSE )

\Viesethelioma
1874 deathsiin 2003’ ( compare 153 in 19686 ) ( HSE )

Projectedi to peak at up te' 2450 mesotheliomal deaths p.a. between
2011 and 2015 ( HSE )

Projected 53,000 mesothelioma deaths fron 2002 - 2050

New: disablement bengfit cases from asbestosis — peaked at 750 in
2004 ( HSE )




Asbestos clauses

UK

ABI occupational disease figs (' latest 2005 )

2001 — 2005

% 0Ol asbestos claims te all ODI claims ranged between 21%; te 26%
((but compare 1994 at 2% )

Trend has been consistent over past 5 years with ne significant
deterioration (" but NB'figs can only be used to see trends)

Number ofi claims notified! ?




Asbestos clauses

UK

Tlotallestimated’ future cost tol UK insurance industry O
claims

24 - Z£10b (' Institute off Actuaries 2004 ) (" oni tep; of
£1.3b of past; claims, )

Relates to injury only’ (dees not take inte account: any.
potentiall propenty damage ISSUes! ) andiassumes that:all
fiuture claimsicosts will' be incuried under EL policies

Projection ini part based on HSE stats and questionnaire
to a number ofi UK insurers
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AIMS O Werkgroup

Viethedelogy.
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Members: of'the wordings: workgroup

Davidi James
INeville VWhite
Peter Furby.
Peter Roedling
Mark Gilbson




Asbestos clauses

Aims; of- workgroup.

o review

the range of asbestos; clauses and exclusionary.
language used inither UK market

the implications:of their Use and Inmpact: 6n; CoVer

llo analyse

common features and general differences




Asbestos clauses

Overall Objective

Jjo provide: arreport which woeuld enable: the

market torbetiertunderstand the woerdings: in use
against the current and potential future
exposures




Asbestos clauses

NMethodology:

Focus
on| clauses used in general insurance market
on general liability contracts

Review,

principally based on those specimen werdings submitted: by,
LUG members

Compare
werdings available; identiiy: common features

Identify
potential loss scenarios




Asbestos clauses

Key. discussion points
Iiriggers

Link to pellution/contamination/toxic: clauses
[Fear ofrclaims

Total exclusions (“how: tetal is total 7))

Other significant discussion points
Secondary asbestos losses

Secondary liabjlities (| Vicarious work dene on behalf
of the insured')




Asbestos clauses

VWhat the greup was net aiming e do

Preduce arecommended wording

Recommend any particular approach te: undemwriting
asbestos exposures, past or future

Produce any detailedianalysis ol asbestos or ashestos
exposures;orliabilities




Asbestos clauses

Other factors

Contract Cenrtainty.

FSA prudential standards




Asbestos clauses

Contract Certainty,

Market Reform CC attributes

All'terms e be clear and tnambigueus:
(“accurate and clear” ABI/BIBA/IIB guidance )

Principle 2 Allfconditions; te be clearly.
expressed




Asbestos clauses

ESA regulation

ICOB

Prudential Standards 7.1 ( Insurance Risk Systems and
Contrels;)

A, should: pay; clese: atlention, 16, /is Wordings: to
ensure that these Woradlings, 0o el eEXpPOSe i, nore, or
nIgher, Clalms than it /s EXPECting. . S6 dolng the i
should consider:....(4) reviewing the doctmentation Usead
Py Olher Insurance companies....




Asbestos clauses
General Comparison of clauses

Considerable divergence in the areas, or:
Operative triggers
Definition off asbestos
Linkage te generall pollution coverage or exclusions
Linkage te other toxic sukhstances
Jlotal exclusions vs named processes
Additienal coverage issues costs and expenses

Exceptions to basic exclusion




Asbestos clauses

examples of variations in clause construction

Operative trigger

Will'not apply te: legal lianility

Will' not cover /apply torany: legal liability: directly: or indirectly
arising

Doees / shall not cover any actual or allegediliability,

Willf'net indemnify....in respect ofi any: |0ss, cost or eExpense




Asbestos clauses
examples of variations in clause construction

Types ofless (" subsequent trigger:)
NG mention

Propernty. damage / boedily injury.

[Damage / injury,

All'cever: provided by the policy.
[Fear of
Exposure to

Existence of




Asbestos clauses
examples of variations in clause construction

CoStS /EXPENSES

Viay: be specifically’mentioned

Viay' not be mentioned

[Reference may be included in eperative wording

Viay: be incorporated inte asbestos;/ process definition

NB' excluding duty tordefend may’ be also specifically' mentioned
N some wordings




Asbestos clauses
examples of variations in clause construction

Asbestos defining language

Asbesios
Asbesios or materials containing| ashestos

Asbestos;, Asbestos fibre dust any materials, containing asbestos
o) respirable ceramic fibres

Asbestos, Asbestos Hazard ( actual or threatened exposure or
presence )

List ofi types of Asbestos ( crocidolite ...etc )




Asbestos clauses
examples of variations in clause construction

Jlotal or named processes, or activities

None

Vanulacture, mining, Processing, aistibulion,
detection or testing for, remediation, 6r;, Stripping out or
demolition, renoyval sterage: transporiation or diSpoesal

or'sale

Use of

EXposure o

ASsSessing presence of

Presence of

Premises disposed of by the insured
Detection or testing for

Inhalation,, ingestion , absorption of....




Asbestos clauses
examples of variations in clause construction

Other toxics iInconporated

No reference

Asbestos one of a large list

Restatement off all other toxics, /irritants Where
ashestos may alse be released




Asbestos clauses
examples of variations in clause construction

Reference torpollution

No reference

Allusion te pollutien within ink torether exclusions

SPECIfiC reference to) ashestos as pollutant




Asbestos clauses
examples of variations in clause construction

EXxceptions te exclusion ( or buy back )

None

Wihere injury:or daniage not related. to) ashestos; content orbuildings
Or Progucts

Provided suchidamage or injury woeuld have resulted irrespective of
the nature ofi the substance

Only that part o1 any/ injury. or'1ess 6r damage Which /s directly. or:
Indirectly; arising oul o1 the: mir: mining, etc. s excluded

Only that part oft any: suchiliability, cost o expense which is directly
or indirectly’ caused by contributed te or arising out off asbestos
ISiexcluded

Liability arisingiron therianure te: perormiintended iunction

Liability’ unrelated to the knowni or suspected: harmiul injurious or
damaging effects of asbestos products fibres or dust

Invariably on same trigger basis as main: policy/ ( NBimpact of Bolton ...7 )




Asbestos clauses
Inherent risks

- checklist

Exposure of people who work in, or
people who are exposed. to,

Basic extraction and processing
Mining, extraction, prinary. pProcessing

Basic manufacture

Manuracture or processing, of products
mainly/totally of asbestos

Nanuracture or processing, of products
partly; off asbestos

Sale/distribution of products; mainly.
/totally; o ashesios

Sale/distribution: of products: partly or:
ashestos

Warehousing and transport and storage

Service: or installation, of GonLEet g Work:

Use of products and - equiprient i
DUSINESS that contaln asbestos

Places o work that contain asbestos

Domestic premises; that contain ashestos

IRemoval and disposal

LLandiill/ contaminated /and




Asbestos clauses

Inherent risks - checklist

Primary. loss and damage risks

Costs or remiedying the presence of
ashestos

Cost of repalr /testing /rianagement in
pPremises

Costs of rermoval of products and
dispoesal (Inc deniolition,)

Ec0rnomniic /16SS AUE to 1hE PresSerce of
asphestos including dimipution; or valte

Liability of landfills: and operators

Premises liability.

Costs of remedying contamination. Ik the
ground

Statutory. liability toer clean: up

Contaminatenin buldings

Contaminatieninithe grounad.

Financialliability: —failtre toridentiny (PI)

Storage. or handling

Damage) to ecological systemis./
Environmental damage: costs




Asbestos clauses
Residual or secondary exposures - checklist

Secondary exposures — type 1

Release off ACNI'S'in accident or fire at
the preniises

Accidental contanmination of proaucts
the course off manulacture

Unwitting import of products or gooads
contalning ashestos

Secondary exposures, — type. 2

Injury or damage uncoennected with the
Inberent nature o ashbestos

Injury. or damage.caused by.thie ralltre: of
thie asheslos; product or'goeod 1o perorm
/LS basic unclion Uncoennected with its
Inberently:harmiul nature

Injury; or damage arising out orthe
transport or ashestos

Injury; or damage; arising out of asbestos
remedjation work but uncoennected with
the Inherent nature. of asbestos ( &
consider impact of new asbestos regs. )




Asbestos clauses
Primary or secondary liabilities - checklist

Primary Jiapllites: ana. costs
Legal costs
Costs oftderence

Compensation iorhjury:and
damage

Products; liability

Premiises liability: (including liability
under: Defective Premises Act )

Occupiers Liability.

Envirenmentalliapiliiies

lrransport (‘motor ) liabilities

Employers liability

Contract liability:

Financial liabilities

Secondany lianiiies

Vicarioys liability: arising from) acts: or
Indepenadent contractors
((removal, dispesal, rermediation elc’)

Fear ol sulfering ((whether already,
diagnoesed withi plevral. plagues; or a
general fear from past exposure!)
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Summary and! peinters oy future discussion

;:f"
&nderwriters

(3roup

e Ligoiity.Undemiters Group (LUG) would lIke to imiake. Clear that the Jlormation. given out
Or dddressed i tils IEPort: are. Delig raiSed as Persondl ODServations ard. Comments;: e iope
/5. that: tiIs rEPOrt Wil provide. Some Usertl rererernce polit ard. Iaciiitate) Usertl marker
d/'sc%/_ssion. YOU Wil Of: COUISE EGCT. y/OUI: OWII COICIUSIONS Ofi tHE EIEVEIICE. Of ariy. POt to) your:
POSILION,

LUG sfidll oLt De responsibIe or liablelfor: any/ /105s, damage, llability;, COSt or EXPENSE WIICH 1Tiay,
a/g/'se fromi. the USEe) or: IEllarnce) tHereor of any. part: of tiis FEPOIL by, any. Other party. or rellance.
tiereor.
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Selected sources of Information

Institute off Actuaries repoiit 2004 ( The definitive guide )

DKV report Vianch 2005

British Geologicall Survey: 2006
Asbestos /APH bulletin: ((monthly’)
British Asbestos Newsletier (Q)

Worldwide Asbestos Supply and Censumption Trends from
1900110 20001 Robert L. Virta ( quoted in IAWG report )




