r\

ﬂllos

FnpeanLabift narance Oraiaton Seemes

Second
PROGRES
REPORT

12MONTH
DELIVERABLE

December2012



aliosz SECOND PROGRESS REP( DECEMBER 2012

Table of contents

CHAPTERIWORK PACKAGE L. 3
1. WOIK PrOQIamMIM@ ... .ottt e e e e e e e e e e e e e e e e e e e e e e e e e e e e e ameeeeeeeeeeeeees 3
1.1 Expectations and ODJECHIVES..........ooo i e e e e 3
1.2 Milestones and deliverables..........ooo o 4
2. WOrK Carried OUL SO fAI........oooueiiiiiiiii ettt ee et e e e e e e e e ees e eeee 6
2.1 Quality SIgNS AeliVEIY SITUCTULE ....ccoi ittt et e e a e e e snnreeee e 6
A =T F= =T I (o] o[ OO PP T TP PUPPRPPR O 6
I T N[ RS (=] o TP UPPPTTROPPR 4
CHAPTERAQIWORK PACKAGE 2....c. oo 8
VLYo T4 S CoTo | =1 1o o o = SRR 8
1.1 EXpectations and ODJECHVES .. ...uivuuiii it e e e 8
1.2 Deliverables and MiIleSTONES. .. .. ... e et e e 8
2. Work carried OUL SO fal..........ooiiiiiiis e e 11
P2 Aot (1Y (1= PP OPPTPPPRPPIN 11
2.2 Questionnaire and case studies on 10-BENN0I0GIES. ......cvvuvieiiieiiiiiiee e 11
2.3 Needs and criteria to develop an EU database..........ccccoiviiiiiiiiee i 15
T N ] (=] 0 PP RUPPPTTRSPPPIN 22
CHAPTER QWWORK PACKAGE 3., 22
VLYo T4 S e (o To | =T 1o o 1= PSP 22
1.1 Expectations and objectives....; ........................................................................................ 22
M®OPH 2t 0 SBAEPAIRBIT.INIS... ... e e e e e e e e e e e e e e e e e e 22
1.3 Deliverables and MileStONES.........uuuuiiiiiiiiiiiicee e 23
YL o] qor= T g 4 [=To I o U | =To N - 1SS 25
72000 I 13 (o To 13 o 1 o] o 25
2.2 Preliminary ODSEIVAIONS ... .....iiiiii i cer e e e e e e emr e e e e e e et e e et e e eaaeees 26
BT N[ 1 (=] o TP SPPPPTTRSPPPIN 28
CHAPTER MNVORK PACKAGE A4.......cccoeieeee, 30
VLYo T4 S (o To | =T 1o o = PP 30
1.1 Expectations and ODJECHVES.........coiiiiiiiiiiii et e e e s e s e 30
1.2 Milestones and deliverables..........cooo i 30
2. Work carried OUL SO fal.........cooiiiiiiiii e e e 33
2.1 Forum meetigs (Deliverables D4.3)........uuiiiiie e e e e e e 33
2.2 Newsletter (Deliverable D4.10Y........oouiiiiiiiie et e e sebeea e 34
2.3 Website (Deliverable D4.22).........coi ittt 35
T N ] (] 0T PP 35

Y 0] o1 o | 42



Wos2 | SECOND PROGRESS REP( oeceueer i

CHAPTER(IIWORK PACKAGE

1. Work Programme

1.1 Expectations and objectives
The objetives of WP1 as a whole are in line with one of the main issues addressed by the call for tenders:

oDevelopment of an EU directory on quality/conformity marks (labels, certificates, technical
assessment, etc.) for construction products, processes, waaisnical equipment and
LINEFSaaAz2ylt ljdzZ t AFAOIGA2ya¢ d

Thefive first planned tasks of WRiirror the detailed objectives of the cdtir tender:

1 Aninventory of quality/conformity marks in all EAJ countries used in construction markets for
products,processes, works, technical equipment and professional qualifications together with an
appraisal of the level of impartiality of the procedures that are used to deliver the quality marks;

9 A critical analysis of the rationale and of the relevance of ifi@ination provided by the quality
marks to the operators of the construction value chain and to investors, including the
compatibility and complementary issues with the CE marking;

1 An appraisal of the conditions and of modalities to be followed by coogtn operators in order
to access the quality/conformity marks, including those related to the mutual recognition of the
marks by Member States;

1 An assessment of the possible impact of the quality/conformity marks on the competitiveness of
constructionbusinesses and the functioning of the Internal Market;

i Evidence and assessment of the extent to which the quality/conformity marks are used in
practice by the insurance sector, including in the context of ebasder services. The
assessment will considgpossible constraints on the Internal Market resulting from common
practice in insurance.

The two other tasks concern the necessary IT development to make the directory available online.
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1.2 Milestones and deliverables

Theinitial starting pant and duration of each taskere adapted to take into account observations and
feedback from the Commission and forum members.

The main drivers for this evolution are both the design of the directory structure and the anticipation of
the IT implementabn. As a consequence, task 1.1 was slightly extended and the stadiimg pf tasks
1.6 and 1.7 wer@ushed back

Tasks 1.2 and 1.5 have started communicating with WP3. Task 1.6 that will provide specifications for the
online directory have also begun

On the next page, an updated version of the time schedule is provided.

The deliverable marked inthe green have successfully been delivergtie orangecolour indicateshe
tasksthat began during the reference period.
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2. Work carried out so far
2.1Quality signs elivery structure

We have managed to overcome the difficulties encountered over the first six moAthsommon
structure for both a certification procedure and a technical approval procedasebeerdesigned.

This resulwasobtained by a strong revision of the previopgiroposed classification of qualisigns and
a constant attention to stick to already widespread definitions, in particular through-réRied
documents.

This common structure of course allows the description of the CE marking elaboration processillThi
allow to adequately addressing the question of the compatibility and complementary issues of quality
signs with the CE marking for a given product.

A great number of information is attached to quqlity signs. The distinction between quality sagrisdk
AAYAELFNI Oy 2yfteé 06S SELXFAYSR | YR dzyifnfoNdatioe 2 R 06 @

The design of this structurthen results froma balance between the temptation fotompleteness and
the necessity to be precise enough to &ele to answer the questions raised by the Commission in the
call for tenders.

The robustness of this structure has been tested against several examples otdstfftationsand
technical approvals signs.

These examples do not pretend to cover allaions but they nevertheless correspond to current
situations of signs produced by different bodies and used by different construction stakeholders. The use
of these signs by insurers will be further addressed in close relation with WP3.

Deliverable 1.1December 2012) contains the following main chapters:

What are quality signs?

Why are quality signs needed?
How are quality signs generated?
Structure of the directory

Data collection

< <K<K

This report is the base for the development of the IT tool to cobed store information on quality signs.
2.2 Related topics
Deliverable .1 also addresses the souragsnformationon quality signs.

The main sources will be foundoim the information of delivery DO' (January 2012y NB @A S &
literature/information sources on quality/conformity marks and building pathofogly

! This report was referenced D1.1 when disseminated but its number is D1.0.

puj

27T

(0p))
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The glossary of terms was also revised. The initial version is now replaced by an annex of D1.1 containing
terms used in this particular report. This glossary is likely to be suppleahaluring the course of the
project, e.g. by other work packages.

3. Next steps

In the next six month period WIPwill mainly focus on the specifications, the development and the
availability of a welbased questionnaire aiming to collect information quality signs according to the
proposed directory structure.

The collected data will contribute to develageas for tasks 1.2 and 1.5.

Task 1.3 will begin in light tfe available information.
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CHAPTERJIWORK PACKAGE 2

1. Work Programme
1.1 Expectations and objectives
As a reminder, the overall objective of WP2 is to develop arwide knowledge base on quality
indicators and building pathology, which could support (re)insurers in their risk appraisal of new
innovativetechnologies, especially e¢echnologies.
1.2 Deliverables and milestones
The main WP2 deliverables and milestones are shown in figure 1.1 below.
The work performed during the period Julypecember 2012 falls within the following tasks:
V Task 2.1: &te of the art on quality in construction and building pathology, and
V Task 2.2: Needs and criteria to develop an EU database on quality and pathology indicators.
Please consult the table to see the progress of the activities within each task in maile det
Activities Progress as for December 2012
Task 2.1: State of the art on quality in construction at
building pathology
T.2.1.a Definition of construction quality and buildi| Finished, see Progress Report 1

pathology
2.1.b Review of existing reselrwork and data sourceg Finished, see Progress Report 1

2.1.c1 Selection of 10 e¢echnologies Finished, see Progress Report 1

2.1.c2 Case studies on the 10 @eohnologies CAYyAaKSR> 4SS aSOiA
2.1.d Assessment of the value of existing researctkyy Ly LINPINBaaz aSS a9
data sources

Task 2.2: Needs and criteria to develop an EU datab

on quality and pathology indicators

2.2.a Analysis of the needs and criteriaof insurers |Ly LINP3INBXaax asSS 4&¢g
2.2.b Program of requirements foretpilot database |Ly LINRPINBaax asSS a¢

As for task 2.2.a (analysis of the needs and criteria), we had envisaged in the Proposal for WP2 that panel
discussions would be organised with representatives of the (re)insurance and construction sectr at th
end of 2012, to discuss their needs and criteria for theniidié database on pathology.

As the discussions with the insurance sector are also important for WP1 and WP3, and since the activity to
establish the needs and criteria of the insurance seigane the deliverables of WP3, scheduled for the
Progress Report of December 2013, Hl@s2 project team has decided that it was too early to organize
these consultations in 2012.

The cooperation of the insurance sector was needed. For this, repietsasd of theElios2 project team
participated in a meeting of Insurance Europe thd' 19 September 2012, to present the project to the
federations and ask for their collaboration.
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As an alternative for the panel discussions, and in order not tatiighe progress of WP2, introductory
meetings were organized with Hannover Re and Allianz in Paris in September and October, to discuss the
information needs and criteria from the perspective of these two (re)insurers.

This gave us the basic requiremefus the database on pathology to be developed during the next phase

of the project. But it also means that task T.2.2 is not yet completed, and will continue during 2013 within
WP3.

It means that WP2 is largely on track with the work programme.
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2.1 State of the art on quality in construction e[ ]
building pahology

2.2 Needs and criteria to develop an -&ide 3 f ][ )
database on quality and pathology indicators [ ] [ ]

2.3 Format, informatics requirements [ ] ] [ ] [ [ ]

2.4 Developing, testing and validating the ]
database

2.5 Pilot database operational
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—

2.6 Updating the database

Figure 2.1: Work programme

‘ Colour coding
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) Orange In progress

C__ ] Grey Future tasks
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2. Work carried out so far

2.1 Activities
The work carried out from July to miecember 2012 includes:

V  Setting out questionnaires by the WApArtnersand making draft case studies for the 10 selected
ecotechnologies by NHBC, JuAagust.

V  Team meeting with the WP2 project partners, on 30 August in Amsterdam, discussing the results
of the draft case studies.

V  Meeting with Insurance Europe, 19 SeptembarBrussels, on cooperation betweé&tios2 and

the European insurance sector.

Collecting additional material from interviews and questionnaires, Au@asbber.

Finishing the 10 case studies by NHBC, October 2012.

Analysis of the results of the questionres and interviews on the availability of data on

pathology of ecotechnologies in EJ, and an assessment of the value of the results, November.

V t NBLI NRAYy3 | adzNBSeé WOEA&aGAY3I aSNBAOSE yR REGH
by CSTB, Octob2012.

V 1 Meeting in Paris with Hannover Re and Allianz, 25 September 2012, on the information needs
of insurers with respect to data/information on pathology of innovative products.

V 2" Meeting in Paris with Hannover Re, 23 October 2012, on the streiafithe database for
pathology of ecotechnologies.

V tNBLINAY3I | FANRG WLINRAINIY 2F NBIdANBYSyGaQ F21

< <<

2.2 Questionnaire and case studies on 10 g¢echnologies
2.2.1 Response

The questionnaire, already desczithin the first Progress Report, was distributed by NHBC and the other
WP2partners across the EU.

An invitation to complete the (online) version of the questionnaire was sent to 445 organisations within a
broad range of businesses/sectors, in 13 EU tries1 The WPDartners sent a personalised introductory
e-mail where possible, followed by a survey link, and a reminder where appropriate.

Sometimes no questionnaire was filled in, but a telephone interview was held, and/or information
exchanged by eail.

At the closing date of 1st October 2Q120 filled in questionnaires were received, with additional
information from 17 interviews/email exchanges (See table 2.1) This means a response rate of 20%.

11
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TABLE 2.4 Invitations to complete questionnia and response

Number of Response Response by No

organisations |with filled in: phonecall/ | response

approached g'naire email
UK 327 48 0 279
Netherlands 6 3 3 0
Denmark 12 9 2 1
Sweden 8 3 2 3
Finland 3 1 2 0
Poland 5 0 1 4
Czech Rep. 1 1 0 0
Hungary 2 0 2 0
Belgium 36 3 0 33
France 35 1 0 34
Spain 0 0 4
Portugal 3 1 2 0
Italy 3 0 3 0
Total 445 70 17 358

This table shows the distribution over the sectors (government organisations, architects, etc).

Not all the respondents completed the survey in full. On the other hand, some respondents filled in the
questionnaire for more than one edechnology. This is also shown in table 2.2. In total 204 responses for
the 10 ecetechnologies were received.

TABLE 2.2: Distribution over the businesses/sectors, and number of responses-fesheciogy.

Sector Number| Number Number of responses per eco-technology
of of PV's |Ground| Double- | Mech. | Vacuum Bio- Paper- Rain- | Green | Low-VOC | TOTAL
g'naires | g'naires source Skin Ventila. | Insulated | Material| Based water and | Materials
sent | returned heat | Curtain With Panels Insu- |Insulation | Harves- | Brown
pumps | Walls/ heat (VIPs) lation ting Roofs
Facades |recovery

Government organisations 30| 2 1 0 2 1 0 1 2 1 2 2 12
Architects 16 3 1 1 0 1 1 0 4] 0 0 0 4
Housing organisations 16 8 7 4 o] 5 0 0 2 4 0 1 23
Quantity surveyors 2 0 0 0 0 0 4] 0 4] 0 0 0 0
Manufacturers 74 3 2 1 1 2 3 0 1 1 1 2 14
Retailers/merchants 5 1 0 1 0 1 1 0 0 1 0 0 4
Construction companies 25 6 2 o] 1 2 1 0 1 3 1 1 12
Installers 30 3 2 1 0 1 1 0 0 0 1 0 6
Building inspection services 15 2 4 0 2 1 0 2 1 1 3 2 16
Certification bodies 10 4 3 1 3 0 0 5 3 1 4 2 22
Accreditation organisations 4 0 0
Insurance companies 98 10| L 2 2 2 0 3 2 3 4 1 23
Trade associations 34 5 2 0 0 0 0 0 2
Professional 28 9 1 0 1 0 0 2 1 0 0 2 7
institutes/universities
Consultancies 6 2 0 0 0 0 ] 0 ] 0 ] 0 0
Other 20 3 4 2 0 2 2 3 3 1 3 2 22
Business in mare than one 32 9 7 1 3 4 2 4 4 3 5 4 37
sector/unknown
Total 445 70 40 14 15 22 11 20 20 19 24 19 204

12
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2.2.2 Case studies

On the basis of thelfed-in questionnaires received, NHBC compiled ten case studies. The case studies are
added as separate files to this Progress Report.

Each case study describes:

NogakwdE

8.

9.

Introduction to the technology

Available types of technologies

The market

Some figures othe diffusion in the European market

Application of the technologies

Characteristics of the industry

Construction/installation process, players in the market, actors involved in the design, the
production, the delivery, the technical control, the certitioa, the installation in the building
and the operation/maintenance of the technology

Organisational and quality aspects (skills, quality marks, professional qualifications)
Regulatory aspects, technical regulation

10. Strengths, weaknesses, opportunitiesreats of the technology

2.2.3 Conclusions from the questionnaire survey

The questionnaire has a relative strong UK response, since the questionnaire survey was performed
by NHBC, who has an extensive network of contacts withdd€d organisations anadmpanies.

Nevertheless, the 70 returned and filledl questionnaires enabled us to draw some general
conclusions on a European scale, andassessthe available pathology information in the pan
European construction sector omamber of criteria, like:

\%
\%

\%
\%

informative value;

potential use for making a pilot database/knowledmese with information on
defectsfailures/damages of ectechnologies;

potential use for risk appraisal or other purposes (like building control)
complementary aspects

It can be conclded that a detailed database is supported by a significant number of people in the
Europearconstruction industry, however certain doubts and provisions are expressed:

1 It may be hard to gather information on pathology, since the information is ofteriademtial.

1 Besides, only few sources collect data on building defects in a systematic manner, and
information on defects of ectechnologies is scarce anyway. With some organisations the data

collection is very lovkey, and only meant for internal knowlged K+ NAy 33 2 NJ F2NJ R
FYR WR2yQlaQx Nz S& 2F (KdzYo 2NJ I RSaONRLIIA?2

1 Even if it is possible to gather a sufficient amount of data initially (at the start of the database),

the

problem will then be to keep the databasp to date.

In order for the information provided by the database to be useful, several respondents mentioned that
the rules, building practices, roles of the authorities, education of people in the construction sector,
climatic conditions etc., differém one country to another.

13
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Manufacturers produce construction products in/for each member state taking into account those diverse
conditions, so that for example a typical ground source heat pump installation can be different from
country to country.

It means that it will be difficult to transfer knowledge on pathology from one country to another, or even
to make the information on pathology comparable.

In order to overcome this problem it would be necessary for each technology to describe thécspecif
constructive and climatic issues (for example: how to seal a canvas roof? what are the national standards
for green roofs?).

One respondent (a national research centre on construction materials and products) comments that, if
the EUdatabase can aldoe used by research institutes, the transnational joint pathologies can be quickly
investigated. They referred to the following example (not antemthnology):

G{AyOS Hnnd 6S KIS y20A0SR | KdAS AYyONBIasS Ay
Initially, the insurance covered such pathologies, but this did not last. More and more

contractors started losing a lot of money because of the claims. It has taken our Institute quite

some time to become aware of the situation in surrounding countriesGikenany and

France. In France, a similar pattern developed, both in terms of pathology and the intervention

of the insurers. Through an international database, it might have been possible to contact AQC

and others faster to initiate a pilot study and teewrould have been room for a qualitative and

guantitative comparison (e.g. comparison of used concrete specificationg) &..

Some respondents also noted that the reasons behind failures of technologies should accurately be
reported to enable evidence bed decisions to be made.

An overall conclusion is that with appropriate care and due diligence a database could be constructed
thereby enabling the EU construction industry to identify (qualitatively, and possible also quantitatively)
the potential risk 6 damage/defects due to or affecting etechnologies.

The survey found that respondents perceive a significant value in training lg@waology. This is a fact
where we might lay a link with the European Build Up Skills initigtisge: {www.buildupskills.eu)).

The survey has identified details of who holds databases and the type of information collected. But this is
only the start. Further work is now required to describe the detail of these databasdstail and
perhaps call on this information to help design tBkos2 database.

During the coming months the WRirtners will also try to improve the response rate by folopy
reminders or phone calls (especially in Germany, Belgium and France).

Although this will probably not change the general conclusions drawn above, a more representative

and balanced Eddicture on certain aspects is heeded, like the availability of pathology data, and the
view of insurers and building control bureaus, espegciallFrance and Belgium.

14
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2.3 Needs and criteria to develop an EU database on quality and pathology indicators.

In this section we present the results of the two meetings with Hannover Re and Allianz on the
information needs of (re)insurers for thgathology database.

2.3.1 The underwriting process for new/innovative products

The general procedure for an underwriting process of new innovative products (likee@uwologies) is
sketched in the scheme on page 15 (see figure 2.2.)

Suppose a comactor wants to construct a building that will include innovative products like photovoltaic
panels, and he wants insurance covers for a number of risks (for example construction all risk, decennial
risk, fire/storm damage etc.).

Then the contractor aslkas broker to make him a proposal for an insurance contract.

The broker will collect information on the worksite, the construction contracts, plans and project
specifications reports, technical documentation, and any document regarded as necessary.

Thenthe broker will ask one or more insurers (insurer A, B, C) to work out an insurance proposal.
In the underwriting process of the insurer, usually the following phases can be distinguished:

1. Global check if the insurance request for a certain cover cesplith the underwriting
guidelines of the insurance company

2. Check if the insurance request fits with the level of interest of the insurance company
3. Detailed risk assessment by the insurer

4. Pricing and formulating the conditions f or the insurance cdyethe insurance company
5. Checking by the insurer if the cover falls within its standard treaty with his reinsurer
6. If that is the case, the insurer makes the insurance proposal for the client

7. If not, an individual risk assessment and ehgease apprach by the reinsurer follows

8. Pricing and formulating the conditions by the reinsurer

15
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FIGURE 2.2: The underwriting process.
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i ™
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For pricing: statistical
information on claims
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pathology / conclusions of the
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Questionnaire, based on
pathology, quality signs, technical
evaluations

(8) Pricing and conditions
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Thefirst phase(global check) is the most critical, because if the product (or the company who wants to
apply the productinK S o6dzAf RAy3a0 R2SayQi LI aa GKAa OKSO1I KAa

Insurance companies usually use a standard checklist for this global check. For example, if the contractor
wants to install photovoltaic panels on the building, the enté&sprhas to score a certain number of points
in order to go to the next round.

For example, the enterprise gets extra points if:
fithe contractor has a quality certificate or a professional qualification;

f0KS t +Q& I NB OSNJI A T AoBiRstit@ted |y
f6KS t+Qa KI@S | ljdzZtAde aady

o —

LT G0KS SyGdSNILINARaAaS R2SayQi KIFI@S 2yS 2F (KSaS OSNIAT
Phase 2Znvolves a check by the insurer if the requess fitithin the level of interest of the insurance

company. For example, if the project or contract is very small, the insurance company might not be
interested to provide insurance, in order to prevent relatively high administrative costs.

If the enterprisealso passes this acceptance check, the insurer will do a risk assesghase 3. In

some cases the insurer has developed a questionnaire for this, with detailed questions on the
construction/installation technique, the pathology of the product, expeces etc. The questionnaire is
filled in by the broker in cooperation with his client (the contractor).

The outcome of the risk assessment forms the basistép 4 Pricing and formulating the conditions. For
the pricing (tariffs, risk premiums), thesurer mainly uses its own statistical data on claims records. In the
conditions, the insurer may include certain conditions under which the contractor has to operate on site,
limitations of the cover, risks that are excluded from the cover etc.

Next (phase 5) the reinsurer comes in play. First, the insurer checks if the cover falls within the standard
treaty between reinsurer and insurer. Yearly, the list of construction works or operations that fall within
the treaties is updated. That could mean thatodechnologies that once fell outside the range of the
treaties, can fall within the treaties after several years of experience. Note: more than 90% of the
construction work falls within the framework of the treaties.

If the ecotechnology falls withinhe treaty, the insurer is automatically reinsurgzhase 6)
LT GKS O020@0SNJ R2SayQi Fritf gAGKAY GKS @hadey)RIF NR G NBI

This will generally involve a cabg-case approach. There is no standard checklisthis. This leads to
Pricing and formulating conditior{phase8).

2.3.2 Role of pathology in the underwriting process
As indicated in the scheme, information on pathology is mainly used qualitatively during the phases 3 and
7 (risk assessment by thasurer and reinsurer), but could also be used in phase 4 (formulating

conditions).

For innovative products like eg¢echnologies, statistical data on claims of defects/loss are in most cases
not available, so information on pathology cannot be used qjtetintely for Pricing (phases 4 and 8).

For pricing, the (re)insurer uses other methods/sources, or a-bgsase approach.

17
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Besides, the administrative processing of claims in the database of the insurer is usually being performed
by legal people of thensurer and not by technical people. The result is that it is often difficult to make an
analysis of the causes of defects, and the defective parts.

For technical risk assessment the information from claims is therefore usually not very useful.

2.3.3 Eamples of existing databases

An inspiring example of a database on building defects is the REX BBC database, that was developed for
Agence Qualité de Construction (AQC).

For a description of this database (and other databases of AQC), see the pdpi#r & R 068 / { ¢ . )
ASNDPAOS&a |yYyR RIEGFIOolFrasSa F2N) LI GK2f238 AYyTF2NNIGAZ2Y
Report.

¢KS w9- ../ &adz2NwsSe Gl 1Sa GKS F2NY 2F | FASEtR AYy@S

G 2 LILI2 NI dzytAfimiSaé FRNJ lj2dy S+ OK aSft SOGSR o6dzAif RAy 3 2 LISNJ

Data is gathered isitu by experts during visits of low energy buildings and using meetings with actors
who take part in their design, construction or use.

Today, approximately 300 buildings cases areonded in the REX BBC database. The defects and
pathology directory is filled by means of forms, and accessible by means of a website (with a login code
and password).
The recorded data is as follows :

9 Operation characteristics,

1 Interview(s) (actor + git) information,

91 Defect(s) information.

The origins and impacts of recorded difficulties, dysfunctions, damages and defects are described.

Corrective solutions and good practices are described too; they represent enhancement tracks for all
constructionactors.

The REXBBC database offers many functionality levels:

1 An input interface to enter the return of experiences of site visits, using a predefined
nomenclature;

9 A search interface allowing data extraction:
0 By technical lots or elements
0 By originoof defect

0 By impacts

1 An administration interface allowing an administrative and technical management of gathering
partner accounts and a real time access to statistical description of the operations panel.
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REX BBC is an example of a database amongsothat could well serve the information needs of
insurers forqualitative risk assessment of innovative products, given the fact that it would never be
possible to have a database wifjnantitative information on claims (since for insurers this is confiiin
information about the cost structure of the company, that they are not willing to share with others).

So the REX BBC database could be an inspiring example for develogttigdtigtabase (for instance the
type of data, the data structure and thpresentation of results).

But also other databases can be an inspiration for WP2. For example: NHBC. They collect information on
defects. At this moment NHBC can give the following information regarding their database:

GLYALISOGAZ2Y | yiReoding systevha thatizireS baded dpénGhe Chapter and
Clause numbers contained within our Standards, thus enabling easy reference to the area of
work affected, which could relate to design, materials or workmanship. The codes are input
to a comprehensive aagputer based systems which enable a wide range of detailed
AYUGSNNRIlIGAZ2Y YR NBLRNIAYy3IDE
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LI K2t 238 AYTF2NXIFGA2Yy YIFylF 3SR
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And there are of courséht databases of the Building Defects Fund, the Benchmark Centre for the Danish
Construction Sector, or the Technical ABCof Woningborg (Netherlands).

During the coming months, the characteristics of those databases will be compared, in order tofsearc
a combination of functionalities that would best serve the interest of insurers.

2.3.4Information needs for the database

According to Hannover Re and Allianz, the database should in any case contain information on the type of
ecotechnology involed, the loss/failure and defective part and the cause of the loss/failure.

Figure 3.3 gives a first draft for the possible structure of the database. This includes the following
information:

Information provider

Name of the construction work or project
Location of the work

Type of construction work

Starting date and end date of the work

Date of the loss/failure/damage

Type of eceechnology

Loss/failure/damage type

Defective/damaged part

Cause of failure

Description of the loss/failure/damage

Who was reponsible for the loss/failure/damage
Severity of the loss/failure/damage: the cost of repair (can it be repaired easily?).

=4 =4 =4 8 -8 -8 -8 _8_8_°8_°4_4._-2°
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If possible, the database should also give information on:

How to avoid the loss/failure/damage (lessons learned)

Is the instdler specialized in that technology (is it his normal and main activity)?

Level of innovation involved

New product on the market?

Geographical use of the product

Adaptation to the climate

Is the failure due to local construction practices, national tecéiniules, or norcompliance with
standards?

= =4 -4 -8 -8 -4 9

a4 GKAAa &aU0NHzOGdZNB A& Ftaz2z LINL 2F GKS 5StAQSNIof S
WP3, for which the final report has to be issued in December 2013, this can only be finalised at tife en
2013.

So the WP2 project team has to work with this draft structure in 2013 to set up a prototype for the
database which can be made final in 2014.
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3. Next steps
The following months, the following activities are planned:

1 Continuation of the data collection by means of the questionnaire, based on interviews and
e-mail correspondence, in order get a more representative and balancegidile on
certain aspects, Ke the availability of pathology data in certain countries (i.e. Germany and
France), and the view of insurers and building control bureaus in France and Belgium (see
section 2.2.3)

1 Working out a strategy regarding the development of a pilot databaseuiidibg pathology
for ecotechnologies and its links with a potential agreement between different national
actors feeding, exploiting or managing the database.

1 Describe the detail of available information on pathology of -emhnologies of existing
databases, and perhaps call on this information to help design (and perhaps populate) the
Elios 2 database (see section 2.2.3 and 2.3.3).

1 Investigating the characteristics and functionalities of existing pathology data bases (section

2.3.3)

Further exploring th information needs by insurers for the database (see section 2.3.4).

Defining the provisional format and informatics requirements

E |

CHAPTER HWORK PACKAGE 3

1. Work Programme

1.1 Expectations and objectives

As a reminder, the overall aim of woplackage 3 (WP3) is to analyse the conditions for a greater mutual
recognition of the construction insurance regimes and to identify the criteria and modalities for the
development of insurance schemes that could support cross border services and theotduelding
sustainability performances.

M®H 2t 0Qa& LINPINBAaAA NBLRZ2NI F2NY
From a general point of view, considering the importance of the duration of the study, beyond a simple
schedule of the undergoing process and preliminary observations, the progrpst is viewed as an

opportunity to present the final report in its intermediary stage including some anticipated conclusions.

Therefore, the different WP3 deliverables can be found in Appendixes in their stage of development at
the release date of thprogress report.

Considering the close int@onnexion between the deliverables, they will be constantly revised altogether
throughout the study, taking into account the feedback from the different sources of information.

This way, the progress report Wbe another tool to get some feedback from the reactions it will
generate.
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1.3 Deliverables and milestones

z A

I O0O2NRAY3I (2 GKS 2t0Qa ¢2N)] LIIFy>S (K 4dS02yR A4AE Y

V D3.1: Update of the mapping of insuranegimes in the E27 made irEliosl pilot project R
V 50pHY wSOASg 2F RAFFSNBYy(G YSOKFryAava GKFG SEAaACL

Regarding the goal of the project, it seems much more valuable for the study to issue the final update of
the mapping athe end of the project.

For this reason, a first update will be issued at the end of this year, and will be once again updated and
extended to market considerations with the help of a questionnaire that will be sent in first half of 2013.

Another modifit G A2y O2y OSNYya (K
fAQDS f

RAALI I OSYSyd 27F GKS LI NJ
O2y il Olé¢ AyG2 RS NJ 50

S
S oM FNBY Ada 2NRIAYLFE 7
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Considering the link between the access to insurance information with exist@pping it seemed more
appropriate to include it in the first deliverable.
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MMMMMMMMMMMMMMMMMMMMMMMMMMMM

10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36

WP3 Insurance schemes

3.1 Update of thenapping of insurance regimes i [ ]
the EU27 made irElios 1 pilot project

3.2 Review of different mechanisms that exist to
LINEGSOG Ay@Sai2NBRQ Ayl

3.3 Information needs abouwtonstruction insuranc [ ]

3.4 State of the art of insurance schemes in the | [ ]
27 and transition paths

3.5 Analysis of conditions for greater mutual
recognition of construction insurae regimes

3.6 Recommendations for policy formulation [ ]

| Colour coding
) Green Finished
) Orange In progress
] cGrey A future deliverable
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2. Work carried out so far

I & 2t defedt objedtiles and subdivision into deliverables are closely -mfeted, we decided to
present each deliverable development as the work progresses, even for the last deliverable on
recommendations, rather than wait for each study to be completelgffied.

This is especially true for the first deliverable, the update of the mapping, which should give the state of
the art in insurance at the end of the project.

2.1 Introduction
Information is gathered through three different channels:

a) Insurance Ewpe

A first presentation of theElios2 project was made to the federations during a meeting organized by
Insurance Europe with some construction insurance representatives, the 19th of September 2012.

A short presentation document will be sent to InsucarEurope in order to communicate on the project
with the federations.

b) Allianz

Fa | 4dzo 02y (N> Ol 2NE !fEAFYyT Q& YIAYy Gl aj Ad G2  dzLJF
internal network of branches on local markets.

The information to collecincludes the update oElios1 information but also to extend it to more
insurance market realities.

In order to do so, we are in the process of drawing up a questionnaire. A first version of the questionnaire
(see in Appendix) is currently under vali@ay’ G KNBdzaAK ' ftALYyIl FTYyR 1+Fyy2@S
before becoming widespread to all Allianz branches (/before being diffused across all Allianz branches)

¢) Hannover Re

As leader of WP3 Hannover Re is in charge of retrieving information from the nesummpanies
through two channels:

U In order to retrieve information across the EU, we use our internal network of construction

reinsurance underwriters. Using this channel, we have updated the exifiiiog 1 mapping
(presented in the appendix).
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0 For western countries with important construction insurance markets, meetings will be held directly
with major national companies. For the moment the following meetings have been carried out:

1 For France: Allianz (general insurer) Continuous
FFSA (Frah insurance federation) June 2012
CAPEB (SMES federation) August 2012
MMA (general insurer) May 2012
MAF (architects federation) July 2012

1 For Spain: ASEFA (construction insurance leader)  September 2012
AXA Spain September 2012
Allianz Spain Septembe 2012

The objective of these meetings with the insurers is to deal with the insurance mapping made within
WP3. However they must also address the questions of quality signs and pathology.

For a more precise scope of those meetings see in appendix acefrom of a typical meeting
preparation email.

2.2 Preliminary Observations

The following text is intended to draw up a sketch of the different deliverables that can be found in the
appendix.

2.2.1 Update of the mapping of insurance regimes

Basedon the information gathered during théliosl pilot project mapping, this study will first update the
information about the current different regimes in force in the-EL

In the second phase, we will extend this pure update of the legal framework magkosl to market
considerations with the help of a questionnaire (preliminary version presented in appendix).

Topics covered by this deliverable are:

1 Selected construction insurance schemes
1 Energy performance guarantees

1 Mapping of insurance regimessults

1 Overview of the different situations

1 Construction Insurance Market

9 Links with single points of contact

HPHDOPH CAYIFYOALEf YSOKFYyAaYa TFT2NJ LINRGSOGAZ2Y 2F Ay

Based on the first results of our exchanges with insurers, this task invbledsltowing processes to be
carried out in parallel with the mapping update:

a) ldentification of the different existing financial instruments aimed in the protection of
construction works, notably other than insurance. This covers a wide range of pubblfrizate
steering instruments such as insurance schemes, regulation, subsidy schemes, etc.
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b) We will outline the specific hurdles existing in the insurance of construction innovation and how
the industry has handled innovation in the past by means of a sagly. This technology could
0S daldNUzOGdzNI € &aSFEFyd FtFTAy3éd o0{{D0O y26 6ARSH

Covered topics are:

1 Energy performance guarantees

9 Concept of conventional vs. real performance

1 Measuring the energy performance

9 Existing Financial Ergr Performance Guarantees

1 Specific hurdles to insure innovation

1 An example of historical assessment of innovation by insurance

2.2.3 Information needs about construction insurance

This third study will present the construction insurance underwriting @ssdn general, highlighting its
specific information needs. Notably, it will try to clarify the risk assessment principles and the role of the
Technical Inspection Service in this process.

Developed topics are:

fa{dzaldl AylFotS RS@St2LIYSyi¢ @¢2N] &
9 Constructdn Insurance Underwriting Process
1 Risk assessment principles
0 Risk notion
Stakeholders
Technical Inspection Service role
Risk assessment methodology
Risk assessment criteria
Definition of relevant technical criteria

O OO0 oo

2.2.4 State of the art insurances schemand transition paths
Applying a socitechnical approach, this study tries to describe and compare on different levels the

different existing national organizational schemes in the construction industry. It should notably overview
the different roles ofnsurance inside the global quality chain in the construction industry.

2.2.5 Conditions for greater mutual recognition of construction insurances regimes

This task will constitute an analysis of the conditions for a greater mutual recognition of wisir
insurance regimes, and the development of a set of guidelines for a policy formulation.

More specifically, the deliverable should cover:
1 Impacts of national strategies on construction insurance
9 General financial protection requirements and regalgtframework influence
1 Conditions for handling incompatibility of national insurance regimes

2.2.6 Recommendations for policy formulation

This analysis will provide recommendations for policy formulation stimulating good practices and
insurance solutios.
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Developed recommendations concern:

9 Failure forecast

1 Quality signs

9 Construction technigues and normative framework
1 Legal and insurance requirements

1 Insurance covers

9 Technical Inspection services

1 Energy performance guarantees

1 Promotion of other guarantes

3. Next steps

¢CKS aK2NIO2YAy3a F2NBaSSy FOGA2ya F2N) 6KS RAFFSNBy
a) Insurance Europe

The federations will be contacted in a second time through a questionnaire. A first version of this
questionnaire has been drawn up and r&er validation by Allianz and Hannover Re internal network for
different local situations.

Hence, once the WP3 questionnaire is available, Insurance Europe will send it to the federations with
their own national regime description (made klios1) to cteck if it still reflects reality and also to
retrieve additional information, notably on market volumes or insurance requirements.

Apart from the questionnaire, Insurance Europe should retrieve from the federations the information
about existing nationaft L2 Ay ia 2F aAy3atsS O2ydl O0léd ¢KAA AYyTF2NY¥YI
D3.1.6.

b) Allianz

End of test phase of the update of the mapping questionnaire (see refer to the Appendix) by internal staff
of Allianz and Hannover Re, before a widespreigtribution of the questionnaire to local insurers
through all Allianz branches the very beginning of 2013.

¢) Hannover Re

0 In order to retrieve information all over EU, the validated questionnaire will be sent to the local
insurers in order to extend thdescription made for each country.

Beyond simple identification of the contacts made for the call of tender, the difficulty lies in the
identification of the right person within the companies with specific knowledge on construction
insurance.

0 At the momaent the following meetings are foreseen:

I For France: SMABTP
(construction insurance specialist) to be planned
AXA CS (general insurer for large accounts) to be planned
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1 For Germany VHV
(construction insurance leader) planned January 2013
EIFER (Europeémstitute For Energy Research) to be planned
9 For the United KingdomNHBC (construction insurance leader) planned January 2013
1 For ltaly: Generali
(construction insurance leader) to be planned
1 C2NJ {OFYRAYI @Al 6{86SRSYys CAYyftlyRY 5SYYIFINJUO 0o¢&
Stockholm office: to be planned

Regarding the update of the mapping, we should meet NHBC at the beginning of next year in order
to get extensive information on construction insurance mechanisms on this very specific market.

Regarding the financial protéon mechanisms other than insurance, we identified Energy
Performance as being the only guarantee that can really benefit from such a system.

As Germany is a country with less post completion guarantees than other Western Europe
countries, it is alsohie biggest user of financial protection. Therefore we should get in contact with
the German insurance leader in the beginning of 2013 in order to retrieve information on that
matter.

d) APAVE

In the first place, APAVE will deepen their understanding ofwihg the Technical Inspection Control
operates throughout the European countries, in order to plot the similarities and differences between
them.

Then, it should be explained how technical control helps to improve the quality of construction. The
analysisshould also stress the contribution of the Controller of the relevance of the evaluation and risk
control processes it takes part in.

More specifically, the following items will be examined:

1 The countries where risk assessment by a technical inspeatimics is mandatory or voluntary
and is linked to the insurance schemes;

9 The prime requirements of the construction work which come within the technical Inspection
scope and are guaranteed by the insurer;

9 The types of construction works concerned;

1 The misins of the technical Controller;

1 Which quality signs are used by the technical Inspection service

e) SBI

To further pinpoint the characteristics of national regimes of construction and insurance and develop the
analysis in terms of providing a sound foutida for the policy recommendations the following work will
be undertaken in Q1 and Q2 of 2013:

1 Overview of construction regimes and business systems and theories on transition paths.
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1 Three to four qualitative case studies representing archetypicalsfcaction) regimes will be
conducted as a part of the horizontal analysis. The analysis will be based on the following
countries: France, UK, Denmark and the Czech Republic. Thus the number of case studies of
insurance regimes and transition paths will loaited to one example representing each of the
distinct construction regimes identified.

1 A work plan and proposal for the execution of the vertical analysis. This will highlight the
methodological approach as well as data sources applied.

9 Drafting of peliminary conclusions form the study for discussion and verification in the project
group.

fy NHBC

Ly 2NRSNJ 2 SEGSYR (KS 2todndcQ&8 aSEIFYLXS 2F Kaal
deals with Structural Sealant Glazing (SSG) techndboly, / @At f NBO2@SNI AYyF2NNI GA
experience.

The following questions must be addressed:

1126 RAR bl ./ GAYyOf dzRSE GKAA Ayy20F A0S (SOKy?2
GOSNIATFTAOFGAZ2YE 2N 02y (i Nalfation\sksEi NiReAcgrStrudioks r LINE R d:
any quality sign specifically created to qualify the risk when it appeared?

1 Or was it excluded for a sufficient amount of time in order to get some feedback on the failures?

1 What was the extent of the guarantee: onlyephanical / structural solidity or was water
tightness included?

CHAPTER WMWORK PACKAGE 4

1. Work Programme

1.1 Expectations and objectives
The overall aim of WP4 is to provide policy consultation for the European Commission on the goal of the
project and to disseminate the results of the project. More specifically, this work package has the
following two objectives:

- To assist the Commission services for the setting up and functioning of a forum composed by
representatives from the constructionnd the (re)insurance sector, Member States and
Commission services to ensure guidance of the pilot project and a dialogue with stakeholders.

- To disseminate the results of the pilot project to practitioners, representatives of the
construction and (re)ingance sectors, the research community and policy makers in the
European Union.

1.2 Milestones and deliverables

According to the overall work plan, the second six month period of the project includes Milestone 3
Forum Meeting 2 (month 7) for WP4 alongiwtihree deliverables.
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The deliverables of the second six month period include (see figure below):
V D4.3:Forum meeting 2
V DA4.10: Newsletter 2
V DA4.22: Update and revise tliios2website.

Please note that the remaining deliverables related to the nettesls have been postponed by around
three months in agreement with the European Commission representatives.

The rationale is to have more frequent communication with the Forum members. Instead of having both a

Forum meeting and a newsletter every six rtt@) the idea is to communicate every three months
alternating between Forum meetings and newsletters.

31



‘Elios 2 SECOND PROGRESS REP(  pecemser 2012

4.1 Establish forum :]

4.3 Newsletters

4.2 Forum meeting 4, 7 [: :] :] D D D
]

4.4 News article

4.5 Press release

()

4.6 Publish final report

4.7 Update and revis&lios2 Website

o
—
o

| Colour coding ‘
C_ ) Green Finished
) Orange In progress
C__ ) Grey A future deliverable
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2. Work carried out so far

2.1 Forum meetings (Deliverables D4.3)
A bit ahead of deedule, the Forum has already had its second meeting during the first six months of the
project period (deliverable D4.3). The third Forum meeting (deliverable D4.4.) is in preparation and will be

held as scheduled on the $4f January 2013 (month 13).

The work in this six month period has included the draft of minutes from the second Forum meeting and
the preparation of invitations and working documents for the third Forum meeting.

The meeting themes for all seven Forum meetings are shown in thelialde. The dates of meetings 2,
4 and 6 have been slightly rescheduled from July to June to accommodate for summer vacations in July.

N° Date Themes for debate

1 March 2012 Strategy and detailed work plan

2  June 2012 Directory on the directory on qu#/conformity marks
(draft version)

3  January 2013 Database for indicators on quality and pathology (dr
version)

4  June 2013 Analysis of insurance schemes (draft version)

5  January 2014 Crosscutting debate on directory on marks, indicato
and schems

6  June 2014 Preliminary conclusions

7 | November 2014  Final report and recommendations

The second Forum meeting was a-fidly meeting held on Wednesday the™8f June 2012. The forum
meeting focused on the directory on quality/conformity markse Purpose of Forum Meeting 2 was:

1 Tointroduce the project to new Forum members;
9 To discuss three selected themes on quality marks of WP1,;
1 To report on the progress of the other WPs.

The agenda of the second forum meeting was:

Introduction and welcome by the European Commission;
Mandate of the Forung by the European Commission;
Progress report on WP1 Quality magdsy Jeard_uc Salagnac, CSTB;
Discussion of three selected WP1 themes;
- Progress report on WP2 Building patholagyy Henk Vermande, ARCADI
- Progress report on WP3 Insurance schemmbyg Thomas Dunand, Hannover Re;
- Progress report on WP4 Forum and disseminatipioy Kim Haugbglle, SBi/Aalborg
University;
1 Summary by the European Commission.

= =4 -4 =
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The discussion of selected WP1 themes fedusn the following:

1 Theme 1) Questionnaire: What type of information is required for the collection of information
on quality/conformity marks?

1 Theme 2) Analysis: What are the critical issues to be addressed in the analysis of information

provided by qality marks (compatibility with CE marking, complementarity, accessibiffty, 3
party involvement/certification, acceptance of marks to insurers etc.)?

1 Theme 3) Requirements for the internet platform: What is required to make the platform useful?

The odcomes and conclusions obtained from the debate on themes have been included in the respective

work package.

2.2 Newsletter (Deliverable D4.10)

The third task of WP4 is to prepare seven newsletteane following each of the forum meetings. The

second ewsletter (deliverable D4.10) was prepared during the autumn 2012 and issued in November

2012.

A screen dump of the front page of the newsletter is provided below.

The newsletter is designed not only to update interested parties on the progrese pfdfect but also to

European

?
. Liaility
I uranee
a IIOS 2 lrganisation
Schemes

elios 2
On Its Way

The first Progress Feport of elios2 which presented
an overview of the work done since the beginning of
the Pilot Project has been published. You can find
it &t www._elios-oc.ev. Considering the large scale
of research of the project, & has been necessary to
clarify the key notions ardressed, the terminclogy
used and the orientations adopted.

This preiminary phase in the project has alloved
us o establish some concrete results which can be
achieved, some possible fools which wil faciitate
aocess 10 insurance by self-employed bulders and
small fime =0 as to simulste nnovation and the
promation of eco-technalogies in e European
Union, espacially conceming cross border activities.

Onits way... but towards what?

Work Package 1

Firetly, let us consider the quality signs which ana
being addresed in Work Package 1 (WF1). Some
distinctions have been proposed in order 1o allow
a typology and to faciliate an overview of the mein
signs used in the EU 27 countries.

The team has decided fo adopt a pyramidal
approach 1o strengthen the research on the quality
signs that are market-driven, particulary on the signs
commarnly taken into acoount by the insurers.

This work could result in the creation of a detaled
directoryfocused on the access toinsurance. Alimited
number of signs ar= used today when an undenwriter
i asked to cover a risk finked to the construction
sector, and this dedicated directory could potantially
be quite axhaustive. The presentation shoud cortain
a crtical analysis of the rationale and the relevance
of the information provided by the signs and thus
facilitate cross border activities.

[

Newsletter
November 2012

What information is relevant?

SN
by kara

SN mocty usad
by tha consuction
‘soctor

Work Package 2

In the ara of construction pathology, there could
bbe an opportunity to infliate the: creation of an "Eco-
technologies Waming  Procedure”  (Frocedure
alerts") for some specific eco-tachnologies.

Work Package 3

The core area being addreesed in the Work Package
3 WP3)is insurance schemes. The taam i updating

- +pi
present a “market state of play” in order to highlight
existing trands of the different insurance markets
These issuss are particulary important, bearing
in mind that & recent Communication of the
EC mentions the necessity to make praliminary
recommendations about “nswance schemes to
cover performance guarantess by small buiding
" (G from the C

to the European Pariament and the Counci-

Strategy for the sustainable compatitvenass of the
construction sector and its enterprises, 51.7.2012,
COM 2012 433)

I hope you find this newsletter ussful and informative;
we welcome any feedback you may have.

Jean Roussel

On behal of the aine? partnars

CED of Centre d Etudas d’Assurances

give them an opportunity to become involved whenever they see fit.

34



ahosz SECOND PROGRESS REP( DECEMBER 2012

In order to integrate the comments and requested rectifications following the publication of the first
newsletter, the second newsletter has undergone several netabhbnges:

1 The number of pages has been reduced to a maximum of four pages.

1 The style has been changed towards a more journalistic style.

1 The content is more focused on results and outcomes of the work accomplished so far rather
than on the goals and wotk be done.

2.3 Website (Deliverable D4.22)

Deliverable D4.22 is to update and revise tE#os2 website. This task has been initiated and a new
version of the website was launched in June 2012. During the autumn, updates of relevant news have
been aded to the website.

3. Next steps

In the next six month period WP4 will focus on the fifth milestone of WP4, namely the execution of the
Forum Meeting 4 (month 19) in June 2013. At the fourth Forum Meeting, insurance schemes a€e2d@ss EU
will be debated \ith the Forum members.

The deliverables of the third six month period (month2i& include:

- D4.4: Forum meeting 3. The Forum meeting will be executed on the@Paanuary 2013 and the
minutes will count as the first deliverable of the next six mophiod.

- DA4.5: Forum meeting 4. Although the Forum meeting is not due until month 19, the preparation
of the meeting will be a central activity in the coming period. A draft of the agenda will be
prepared in April 2012 for final approval by the European @@sion in early May and for
distribution to Forum members in milflay.

- DA4.11: Newsletter 3. The next newsletter will be prepared during March for publication in April.

- D4.22: Update and revidelios2 website. Theclios2 website will be continuously updad during
the coming six month period.
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CHAPTER WORK PACKAGE 5

1. Work Programme

1.1 Expectations and objectives
The objective of WP 5 is to ensure coherence between the activities of the different Work Package
teams and the associated bodiesadrder to achieve a timely delivery of defined tasks within the
Work Packages.
1.2 Milestones and deliverables
WP5 has been divided into 5 tasks and 6 deliverables.
0 Tasks:
Task 5.1: General administration of the project
Task 5.2: Coordination of wrk between the participants of Work Packages 1,2,3 and 4

Task 5.3: Animation and coordination of activities of the associated bodies

Task 5.4: Ensure an interactive communication with the Commission within the entire duration
of the project

Task 5.5: Consolidating of the input of the Work Package teams 1,2,3 and 4 into research
reports

U Deliverables:

According to the overall work plan, the second six month period of the project includes the following
deliverables:

D5.1: Efficient management and adnistration of the project (month {36)

D5.2: Coordination of Work packages to ensure a coherent progress of the research work
(month 0-36)

D5.3: Animation and coordination of activities of associated bodies (mor36)0
D5.4: Assistance to the Conigsion (month €36)
D5.5: Research reports (month 12)

D5.6: Exchanging with the Commission on the subject of reports submitted and ensure
necessary amendments if required (months1?)
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1.3 A remark about the financial protection requirements and thegulatory framework
A newissueto be addressed within the Work Programme.

Considering the great diversity of the national systems in th&E(see Elios 1, special report on
fAFOAEAGE YR AyadzNI yOS NB3IAY fesisis ofgdniSed Bllowingy OA | f
different rules and largely depends on the national legal frameworks.

On the other hand, the Freedom to Provide Services (FPS) guaranteed by theebtahtighing a
Constitution for Europdarticle Ill-144) is one ofthe main tools availablén order to achievethe
functioning of the internal Market. It is alsfgr the insurers a natural wayto offer guarantees to
their home clients across Europe.

During our meetings with several stakeholders, it has become appdhnantthe question ofthe
regulations applicablerhen an insurer acts in the framework of the Freedom to Provide Serwiass
to be raised.

The lack of knowledge and valuable information exchanged about the different cdebvered may
conduct to some dif€ulties andmpair the financial protectior2 ¥ Ay @Said2NRa Ay idSNBai

This risk coulaffectall the actors of the market:

- The insurer regarding its ownfiancial exposure. This is notably the case for an insurer
which is used to work oan unfunded / pay as you go basis and wants to deliver guarantees
on a funded / capitalized basis like decennial covers.

- The insured regarding the risk of bankruptcy of his insurer, notably the owner, who must ask
for information on his insurer.

- The reinseer, also regarding its own exposure. This is the case for example if it participates
to the cover on a quotshare basis. The asymmetry of information between the parties may
also lead to an inadequate use of the treaties (for example use of a gendilitylifreaty
instead of specific decennial treaty).

- The financial public authorities who deliver the FPS authorizations. They may not have the
knowledge on the financial exposure of foreign guarantees (such as decennial covers). In
order to verify and vadate the financial security of an insurance activity, the authority must
have a thorough knowledge on the insurance product structure.

The access to information &key element in the global pcess of insurance underwriting and the
Elios team (especigl WP 3) intends to examine the risk of difficulties resulting from a failure of
information about the national legal frameworks and to search solutions in order to improve the
situation.
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WPS5. Project management
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2. Work carried out so far

In the Elios 1 study, the advisory and steering work was limited given the limited nahpartners,
whereas the Elios 2 studyas needed a bigger input in terms of organizatto ensure coherence
between the different work packages.

To reach this objective and in order tncourage the exchange of information between the
numerous partners, different meetings between the work packages have taken place:

1 WP1meetings:

28-08-2012meeting CAPEBANNOVERECSTB
30-08-2012 meeting ARCADBDNFBGEBBRICSTB
23-10-2012 meeting ARCABISANNOVERECSTB

1 WP2meetings

2509-2012meetingARCADISIANNOVER RYELIANZ
23-10-2012 meetingARCADISANNOVER RE

1 WRP3 meetings:

17-07-2012 meetingHANNOVER REAFRCSTB
28-08-2012 meetingHANNOVER REAPEESTB
2509-2012 meetingHANNOVER RYELIANZ
23-10-2012 meetingHANNOVER RESTB

It can now be reported that the project is on track. Each WP is to adhere to the deliverables and
adjustmerts are made where needed-or an overview of the work carried out so far by the different
WPs, we refer to their contributions above.

Given that the WP5 deliverables span the entire duration of the project, excluding those related to
the progress reportfor which there is a deliverable every six months, it is not simple to give a status
update at any given moment.

In general it can be said that over the past six months, the general administration of the project has
been handled and the necessary initie$ taken in such a way that the work programme and the
project agenda were respectedhe feedback collected from the Commission has been taken into
account and WP5 now follows up the coordination between the different WPs.

In addition, the Commission ceives regular updates on the progress of the project.

In particular, over the last six months, the Commission has attended work meetings organized by the
Project Team (1709/2012) and by the Steering GrGopnmittee(16/112012).

The general public i;mformed of the progress made through the newslettlistributed December
2012, and the website which is being updated in collaboration with WP4.

39



éliosz SECOND PROGRESS REP DECEMBER 2012

Furthermore, a meeting was held with Insurance EurimpBrussel$19/09/2012) The Elios team was
represerted by the leaders of WP1, 2, 3 and 5.

An overview of the work done so far has been given at this occasion and we came to the agreement
that Insurance Europe would help the Elios team to get in contact with the people working for the
different federatiors susceptible to give information for the project. This will of course be followed up
by WP5.

The Scientific Committee is also receiving updates on the project as well as all the documents
(progress reports, deliverables, etc) thereby enabling theradablishrecommendations in terms of

the work accomplished and in order to formulateeir observatiors on the future orientationthat

the Elios 2 projecshould take.

A first meetingbetween the WP leaders apd the scientific commitieescheduled to tak@lace in
May 2013 (i / 9! .(e Canthifsdiod ill obviously be invited to take participate at this meeting.

At the moment, preparations are being carried out in collaboration with WP4 and the Commission for
the next Forum Meeting held the 24f Jnuary 2013.

Preparatory meeting are programmed to take place tHtahd 23 of January with the aim of
elaborating documents for the stakeholders.

Finally, as pilot of the Elios project, WBStudyinghe possibility of recruitingiew partners in ader

to reinforcethe team, most particularly for the Pathology and quality signs database.

3. Next steps

Overthe next sixmonth period, WP5 will continue to monitor the smooth running of the project. In

particular, the focus will be on executing Forieeting 4 (month 19) in June 2013, organizing a
meeting for the Scientific Committee and drafting Progress Report 3.
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1: Deliverable 3.1Jpdate of the mapping of insurance regimes

Based on the information gathered during tB#ios1 pilot project mapping, this study will first date the
information about the current different regimes in force in the-EL

In a second time, we will extend this pure update of the legal framework madelidis 1 to market
considerations with the help of a questionnaire (preliminary version preseimeppendix).

With the final objective of sharing valuable information between the actors of construction insurance the
information presented should give answers to the following questions for the selected countries:

- What are the legal requirements order to define the local risks of operation?

- What guarantees are mandatory? What is covered?

-How do | get insured (who to contact, what information is required, what quality signs are valued)?

1.1 Selected construction insurance schemes

Consideringn first place the object of the study, i.e. etachnologies, and according to the tender, we chose

to ignore in our assessment property insurance guarantees. Those guarantees protect from risks that are not
necessarily linked to inherent defects of tbenstruction work, and therefore do not deal with the innovative
character of the object of this study. The study will focus essentially on liability insurance, whether general
Third Party Liability (TPL), Professional Indemnity (PI) or long term Intizéett Insurance (IDI).

/ 2YaARSNAY3A GKS LJzN1J]2aS 2F GKS aiddzRez AodSed | 00Saa
taking place before handover (completion of construction) that are widely common and not closely linked

with the technolog. Therefore we will not assess the Third Party Liability guarantees during construction.

al ydzFl OGdzZNBNEQ LINBRdzOG 3JdzF NI yiSSa NS Ffaz2 A3y2NBR

We will also try to survey the existing tax incentives and more generally the regulatorgviiark regarding
incentives for sustainable constructions, with the difficulty that these incentives can change from one day to
the next.

Considering this scope for the study, we will focus our analysis toward the following guarantees, on its post

compleh 2y LI NI NBIFNRAYyI ¢KANR tFNGe [AFoAfAde o0ass
Europé):

- Third Party Liability (TPL)
- Professional Indemnity (PI)
- Inherent Defect Insurance (IDI)

2 http:/Mvww.insuranceeurope.eu/publications/publicatiorseb
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In order to clarify the content of those guaranteesgse find hereafter some general definitions:

9 Third Party Liability (TPL)
TPL is a liability that covers bodily injury and/or material damage caused by the insured, whether individuals
or corporations (our case), to a third party as a result of actiomaction, or negligence, and which injury
and/or damage must be remedied.

1 Professional Indemnity (PI)
Pl insurance, also called professional liability insurance, is a form of liability insurance that helps protect
professional advice and servipeovidingindividuals and companies from bearing the full cost of defending
against a negligence claim made by a client, and damages awarded in such a civil lawsuit. The coverage
focuses on alleged failure to perform on the part of, financial loss caused byereordor omissionin the
service or product sold by the policyholder. These are potential causes for legal action that would not be
covered by a more general liability insurance policy which addresses more direct forms of harm. Coverage
does not include criimnal prosecution, nor a wide range of potential liabilities under civil law which may be
subject to other forms of insurance.

91 Inherent Defect Insurance (IDI)
IDI is a longerm insurance covering damages to the construction which result from an inheefiettd
discovered after completion and after the owner has taken over the property.
Inherent Defect: any defect in the structural works which is attributable to a defect in design or workmanship
or materials.
Structural works: all internal and external loadaring elements essential to the stability and strength of the
premises (including subsidence / heave of the soil).

1.2 Energy performance guarantees

Energy performance guarantees is a particular case of insurance since our first findings show tfyat Ene
Performance Guarantees are almost inexistent in the European insurance market. This conclusion will of
course need to be confirmed with further discussions with insurers.

Nonetheless some financial protection seems to be existing, essentially in @ermhat situation is
assessed inthe™R St A OSNI 6f S5 GCAYLFYOALf YSOKFIYyA&aYa F2NJ LINRIG

At the moment, under the growing trend of sustainable development construction, notably through its
Grenelle laws, and its very extendethérent defect guarantees (unfit for use), France institutions are in a
process of reflexion and definition of how energy performance could be guaranteed.

For now, major insurers offer guarantees on malfunctioning of equipment, or machinery breakdown (MB),
with possible business interruption (Bl) extensions, but not on real performance guarantees.

Some brokers are proposing some energy performance guarantees, for specific markets such as the
installation of efficient boilers within private renovation worksjt it did not find commercial success yet,
mainly because of a lack of the demand.

In Germany, if a small offer exists, proposed by a few brokers or reinsurers (Munich Re) the number of

contracts appears to be small and the targeted client to be esagnbig manufacturers.

Nonetheless a real activity of performance guarantees seems to exist outside of insurance. We are expecting

G2 SEOKIy3S gA0GK GKS 9LCOw AyadAddziS G2 SELX 2NB (K¢
1.3 Mappingof insurance regimes results

l'a AYRAOFGSR Ay GKS dao2N] OFNNASR 2dzi a2 TFNE AyiN
of the information gathered during thEliosl study. This update can be found in the Appendix.
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Future developmentsvill help us extend this information to market realities.
Note: as Croatia is preparing to join the EU on 01/07/2013 the update of the mapping shall include it.
1.4 Overview of the different situations

In order to focus our analyses and define more [mely the object of theEliosstudy we will first make a
classification of the different legal frameworks situations and insurance situations.

¢KS SEGSyid 2F GKS YIFLWLAY3I G261 NR aiGKS AyadaNryosS Y
categoriz#ion criteria of the different national situations.

Based on theEliosm G2 OSNWASE 2F ylr A2yt tAFOATAGE YR Ayadz
already draft two important categories of situations: countries where an Inherent Defect Ireu(EDl) long

term cover is widespread or even mandatory and other countries, with no post completion covers or very
limited covers.

/| 2dzy GNASE 6A0GK Aa6ARSEALINBIFRE L5LY
Belgium Denmark Finland France Ireland

Italy Latvia Netherlands Spain Sweden
United Kingdom

Other countries:

Austria Bulgaria Cyprus Czech Republic Estonia  Germany
Greece Hungary Lithuania Luxembourg Malta Poland
Portugal Romania Slovakia Slovenia

It is also interesting to point out that the existence of IDI on a market is disconneotadlie national legal
schemes.
Thus we encounter a legal compulsory system in the following countries:

Denmark Finland France Italy Latvia

Netherlands Spain Sweden

While in the following ones the insurance is voluntary:
Ireland United Kingdom

1.5 Castruction Insurance Market

4 AYRAOIFIGSR S aK2dAZ R 0S [6fS (2 LINBaSyd I avYlFN]S
including:

- Total national volume of construction insurance for Inherent Defect Insurance (IDI). Third Party
Liability (TPL) and Professional Indemnity (PI) level of premiums are usually embedded in the
General Liability numbers and are not specifically available for construction;

- {021 2F GKS O20SNRAI AyOfdzZRAYy3aY RSAONAhdiEA2Yy 2F
really covered), existence of limits;

- Example of covers;

- Recourse mechanisms with identification where final responsibilities lie (use of subrogation);

- Use of Freedom to Provide Service;

- Use of Project by project policy vs. open covers;

- Systemic rik (serial);

- What is the covered value: value of a new work, rebuilt value, aged value?
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{ dzLILI2 NI SR o6& GKS a{idlIdGS 2F 4KSIYVRIGAFYAYEARY Yy OB KO
appear that the main criterion to distinguish the situats is the general development of the country,

whether it be from a wealth point of view or the size of the insurance markets based on an historic
development of quality in construction.

This assumption is notably based on the fact that insurance is sikmem@and that insurers are mainly
interested by what they call mature markets or wide spread products which can generate profits. If more
emerging markets might be of interest for an insurer it is by their growing potential, but never at the expense
of a imited and controlled risk.

This development criterion is reflected at a European level by a clear distinction between western and
eastern countries. Eastern countries seem to rely on simple liability with limited covers while western
countries implementd more extended covers like IDI (with the notable exception of Germany which
developed a specific set of responsibilities in order to achieve quality in construction).

As already underlined, within western countries, each country seems to have veryicspesifrance
schemes, mostly around IDI covers. Hence"acBiterion of classification seems to be the type of IDI
coverage those rich countries have historically found through their custom practise of insurance.

Interestingly beyond our acknowledgemeuitindependency between legal framework and existence of IDI,

we observe that compulsory insurance does not necessarily means widespread subscription of IDI by the
public. ltaly is in this regard a good example, while theoretically IDI is compulsory smdyotihe market

atlrea @GSNE ayvYrftfto hy GKS O2yiNINEB {LIAYQa YIFENJSG A
and not the consumér Q 0 SKI @A 2dzNX» ¢KS L5L {LIYyAdK RANBOO LINBY
ago.

In comparison, with its historic leadership regarding IDI, France maintain a level of direct premil@0of 2

aeod

1.6 Links with single points of contact

As expresseith the Services Directive 2006/123/EC:

Gonyo Ly 2NRSNJ (2 FdzZNIKSNJ AAYLI ATE FRYAYAAOGNI GAGBS |
a single point through which he can complete all procedures and formalities (hereinafter referréd tdash y (i a

2F aAy3atsS 02y il O0GQud wX6

I NI ® HM OX8 2KSNB | LIINRPLINARF GST +FROAAOS 7T NRoystep KS 02
guide. Information and assistance shall be provided in a clear and unambiguous manner, shall be easily
accessibledt RAAGF yOS: AyOfdRAy3I o6& StSOGNBYAO YSIyas |y

In other words, each country should provide accessible information about insurance subscription on its
territory through a point of single contact.

Hereafter is the list of thee links sorted by country:

Country Entity Site

France FFSA http://www.ffsa.fr/sites/jcms/c_51299/howdecennialliability-insurance
works?cc=fp_7202
http://www.ffsa.fr/sites/jcms/pl_663116/decennidiability-insuranceaguide
designedfor-europeartbuilders

Acting as a link between centralized and national available informationEtls single point of contact
should refer to all those national internet sites.
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2.Deliverable 3.2CAYV I VOALIf YSOKIYAaAYa FT2NJ LINRGSOI

Based orthe first results of our exchanges with insurers, this task involves the following processes, carried
out in parallel with the update of the mapping:

a) Identification of the different existing financial instruments aimed to the protection of construction
works, notably other than insurance. This covers a wide range of public and private steering
instruments such as insurance schemes, regulation, subsidy schemes, etc.

b) We will outline of the specific hurdles existing in the insurance of construction @ioovand how
the industry did in the past to handle innovation through a case study. The chosen technology is
GadNHzOGdzNI £ &aSEFEFyd Ft+TAy3éE o6{{D0O y2¢ H6ARSt& dz

2.1 Energy Performance Insurance
2.1.1 Energy Savings Insurance (ESI)

Forinstance, KS 9/ NBLIR2NI 4GCAYylFyOAy3d 9ySNHE 9FFAOASyOey
A Y LI SY S ¥miadeinVRy2610, indicates:

GO9YSNHe {IF@Ay3aa LyadanNIyOS o69{LO A& I F2NXI{ AyadzNg
owner or thirdparty provider of energy services. In exchange for a premium, the insurer agrees to pay any
shortfall in energy savings below a fgreed baseline, less a deductible. Pricing is typically expressed as a
percentage of energy savings over tifie of the contract, although it is sometimes expressed as a percentage

of project cost. The premium is paid once, in the first year of operation. Such policies-aemcelfable, so

the owner is guaranteed to have access to the insurance for the dijgagreed contract term. Energy

Al GAYy3 AyadzaNI yOSa (GeLAOlrftte AyadzaNBa | yydz-davingslk @Ay 33
insurance can reduce the net cost of enesgying projects by reducing the interest rates charged by lenders,
andbyA Y ONB | aAy3a (GKS §S@St 2F al gAy3a GKNRBdAzZAK ljdz £ A (@
ESI is widely practiced in Canada and in the US; in Europe the global market of risk transfer is slowly growing
up, but insurance products such as ESI are still limited. In the US severalcestompanies already offer

ESI, which traditionally has been used to guarantee power reductions at retrofitted buildings. State
governments have led ESI efforts, with several requiring such insurance from firms that provide energy
management services itese-2 6y SR Tl OAf AGASE d¢

2.1.2 Equipment Performance Insurance

On the contrary to ESI, it appears that some real performance insurance exists on specific equipment. It is
essentially the case for photovoltaic panels, which are the object of a quite extenffer (ex: Solar
Insurance & FinanceSolarif, which operates in various European countries).

Even though this insurance offer may appear as a success, it remains focused on a specific system and can
hardly be extended to a whole construction. Thelem of insuring performance of a building is far more
complex and represents a huge challenge as we will see in the following paragraphs.

2.2 Energy Performance Contracts (EPC)

If ESI is an insurance protection, other forms of contractual financiégion exist, commonly referred to
as Energy Performance Contracts (EPC).

3 http://ec.europa.eu/energy/efficiency/doc/financing_energy_efficiency.pdf

4 http://dev.solarif.com/sites/all/lbestanden/fck/brochure%20Performance%20output%20warranty.pdf
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a!'y 9t/ A a -basedpfoblifethénivinetyicd Snd financial mechanism for building renewal whereby
utility bill savings that result from the installation of new building syt (reducing energy use) pay for the

cost of the building renewal project. A "Guaranteed Energy Savings" Performance Contract includes language
that obligates the contractor, a qualified Energy Services Company (ESCo), to pay the difference if at any time
0KS &l @gAy3a FlLtt>aK2NI 2F GKS 3dzd N>FyiSSoé

LYRSSR 9t/ & IINBE @SNE FGdGNIX OGAGBS aAyOS F2NJ 6KS Odza i
from the savings, while the risk of the savings falling short is bared by the ESCo.

Formoreexplandt2yd &S8S &a! 3dzARS (2 9y SNHE& Hré&mNFeSiEMhaplO®S / 2y
Energy Authority of Ireland.

It is clear that EPC market is essentially aimed to the industrial and corporate buildings, where:

- The construction process is often ailB-OperateTransfer (BOT) project type, where design, construction
methods and building operation (including maintenance) are totally integrated and assessed as a whole
(from the very beginning of the project).

- The energy use of the building is orgghR> A GK | RSFAYSR NIy3aS 2F a4y
behaviour have nearly no impact on the effective energy consumption, hence performance, of the
building.

CKSNBT2NBE GKAa GeLls 2F LINRGSOGAZ2Y R hSHiofmojectwhich I £ £ & ¢

istopromoteecal SOKY 2f 23aASaQ [ OGAGAGET AyOfdzRRAYy3d gKSy AyidS

Even though, as stated out here before, apart from-8atncial protection, i.e. autinsurance, at this stage
of the study, Energy Performance Guaess appear to be the only existing nrovsurance general
protection in Europe.

On the other hand, the need for an equivalent insurance protection grows rapidly in conjunction with the
development of Energy Performance Contracts throughout Euragiethe moment, pure insurance offer
seems to fail in its attempt to cover completely these new requirements.

We will see in following paragraphs the reasons underlying this situation and where non insurance solutions
exist.

® http://energyperformancecontracting.org/
® http:/Avww.seai.ie/Your_Business/Publi§ector/Energy Performance_Contacts_and_Guarantees.pdf
" http://Iwww.enhr2011.com/sites/default/files/papemieboerws11.pdf
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2.3 Concept of conventional vs. repérformance

Conventional performance is the theoretical performance of a construction work, based on the technical
characteristics of the construction, under standard conditions of use (set of usage rules and maintenance
requirements made by the designer)

It has to be opposed to the real effective performance of the building, expressed by the real energy
consumption or production of the building. This performance is achieved according to the behaviour of the
user, which depends on its own definition of athis normal, for instance in terms of perceived comfortable
temperature or aeration of the rooms.

While the design and construction of the building is based on a conventional performance, the achieved
performance is partly based on outstanding variabbes)aviour of the user and effective climate conditions
for example.

The Conventional Performance requirements are met if certain materials are used and follow a set of
implementation rules. Therefore the effective real performance is not a requiremedtcam hardly be a
FlL Oldzrf 202SOGABS Ay O2yaiGNHZOUGA2Y 62N] a ¢ KSNB LISNF:

2.4 Measuring the energy performance

The 2010/31/E€ directive which aims to increase building energy performance requires from the state
membersiil 2 RS @St 2L I OFfOdzA FiA2y YSGiK2R Ay 2NRSNI (G2 |
LISNF2NXY I yOS® 2F | o6dzAf RAy 3¢

By definition these theoretical tools rely on a very simplified appraisal of the real energy performance of a
building not taking i account some important components of energy consumption (such as appliances).

Therefore they give results that can be quite far from real life results, even though they are absolutely
consistent with material and mechanical laws.

The existence of variousols increases even more the gap between theoretical design rules used to build

and the effective consumption.

The question therefore becomes: what type of energy performance can be insured? Is it possible to insure
the gap between expected performanaad observed performance?

If achieved, real performance can be simply measured by real energy consumption; it is not a desirable
insurance product, since it does not cover inherent performance of the construction work.

On its side, conventional performaneéll needs a standard framework that could assess material, design
and workmanship of the construction work.

Duration of the warranty

Considering the link between the energy performance and the equipment of the construction (notably HVAC)
or the mainterance of the envelope of the building, the duration of the warranty has to be adjusted
consistently with the lifespan of these elements.

® Directive 2010/31/EU of the European Parliament and of the Council of 19 May 2010 on the energy performance of buildings

® "energy performance of a building" means the calculated or measured amount of energy needed to meet the energy demand
associated with a typical use of the building, which includes, inter alia, energy used for heating, cooling, ventilatiestehatnd
lighting
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2.5 Existing financial energy performance guarantees

We can already infer that existing non insurance protection &nip aimed to office buildings, where the

final use (or behaviour) can be defined independently from personal perception.

Secondly, these protections are the result of implementation by contractors of quality systems inside an
integrated group of actorsuhctioning as a whole. The different compounds of the final performance of the
construction work, i.e. materials (products), design and workmanship must be assessed by the different
responsible actors on common grounds. It has to be an integrated appréaetdrawback of this approach

is that it is specific to each set of actors, considering their habits and objectives (requirements).

Further meetings, especially with German actors, should clarify those schemes.

2.6 Specific hurdles to insure innovation

Two major parallel hurdles can explain why it is so hard to insure innovation:

- The lack of historical claim:
Without any claim history the insurer cannot rely on any statistical evaluation of the risk. As expressed
otherwise, innovative products can orilg assessed through a specific forecast of failure.

- The lack of risk assessment tool:
Due to its novelty, the insurer has no clear technical view on the risk of failure of an innovative product.
Hence, the insurer has no underwriting mean to evaluateghce of the cover.

2.7 An example of historical assessment of innovation by insurance

In order to better understand how ee®chnologies could be assessed by the insurance industry, it is
interesting to see how it has been done for another innovatéahnology in the past.

If we consider cladding technologies, the development of Structural Sealant Glazing (SSG) technology was
2yS 2F GKS Y2ad adNR{AYy3a Ayy20FGA2ya 2F GKS ynQao

Looking back to construction insurance in the countries where water tightnes insured, we can outline

two important lessons:

- Even for an innovative technology, it took quite a long time for the insurance industry to assess the risks of
failure of this technology and find some risk criteria in order to make an appropriati@grin fact it appears

that the definitive solution was to wait for a sufficient time to get a valuable return of experience on failure.
The statistical approach was in fine applied.

- In order to assess the risk and find an insurance solution, the@nélide KIF R (2 aONBIF (iS¢
find a relevant quality sign. The same occurred more recently in France for photovoltaic panels with the
appearance of the pass innovation (emitted by the CSTB), with its green / red indicator.
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3. Deliverable 3.3 Information needs about construction insurance

The following paragraph is only intended to draw a sketch of the future final content of the deliverable.

This third study will present the construction insurance underwriting process in general, higigjigfist
specific information needs. Notably, it will try to clarify the risk assessment principles and the role of the
Technical Inspection Service in this process.

3la{dzadr Ayl ofS RS@OSt2LIYSyidé @2N] &

In order to describe the process of underwriting aitgl information needs we first have to define the
LJdzN1J2aS 2F (GKAA&A LINROS&azr APSd (GKS AyaAdz2NBR aadzail Ayl
A definition of a typology of construction works concerned by sustainable development, hereafter named
6RO GSOKy2ft23ASaé¢ Aa | ftNSFRe LINSASYGSR AYy 2tHO®

3.2 Construction Insurance Underwriting Process

The general underwriting process can be detailed through the following steps:

1 Global check if the insurance request complies with underwriting guidelines eofirtburance
company

2 Check if the insurance request fits in the level of interest of the insurance company

3 Detailed risk assessment by the insurer if necessary

4 Check if the risk falls within the treaties between insurer and reinsurer or needs faeogiltat
reinsurance (case by case approach)

5 In case of facultative reinsurance technical assessment, terms and conditions of the reinsurer

6 Establishment of terms and conditions by the insurance company

Therefore the insurance companies define their insigea guidelines and interest in regard of their global
strategies and experience of the field. As free players in the market, the insurance companies are in their
own right to use any technical criteria, independently from regulations.

3.3 Risk assessmemptinciples

Based on the knowledge of the technical inspector, the insurer and the reinsurer in construction risk
assessment:
- Description of the main risk analysis principles in construction insurance;
- Identification of the main technical information neeifsthe construction risk underwriting process
for the different Construction Works categories.
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3.3.1 Risk notion

a) Common terminology in insurance risk assessment

Risk: 1) Uncertainty arising from the possible occurrence of given events.

2) The insured or the property to which an insurance policy relates. For exam
building is called a risk.

Uncertainty: | State, even partial, of deficiency of information related to, understanding
knowledge of, an event, its consequences, or likelthoo

Exposure: Extent to which the construction work is subject to loss because of some haz
contingency.

Level of risk: | Level of risk: Importance of the consequence of an event, otherwise n
Level of risk = Exposure x Likelihood of occurrence.

MPL.: The Maximum Possible Loss is the worst loss that could possibly occur becg
a single event.

Aggravation: | A circumstance which increases the risk of failure.

b) Definition of the notion of catastrophic risk

The frequency risk comes back on a ragilasis while the catastrophic risk is the risk of occasional unusually
high losses.
Without a long history, innovative technologies clearly belong to the catastrophic risk type.

Since there is not enough pathology feedback to be able to extract ats@ltimw regarding its failure, risk
evaluation of innovation has to be made upon specific technical inherent risk assessment.

The analyst will have to focus on a predictive failure analysis based on his knowledge of the technology,
through a qualitativeapproach.

On specific technologies the insurer can also get assistance from an external specialist.

This definition is supporting the uselessness of a statistical approach in risk assessment of innovation.

c) / 2y OSLIi 2F &aaedaidSYAO NRajé

A systemic risk is widespread damage caused by a unique default on a product widely used. It is still a
catastrophic risk but with a widespread damage.

It is the risk that insurers fear the most, because a small cause has a great impact in terms of damage and
amount of loss

d) Different types of covers

Depending on the type of activity carried out by the contractor, the following different types of insurance
covers is usually provided:

Type of cover Conditions basis Insurance object / insured activity
Single covers  conditions made on a project by project basis occasional construction projects
Open covers  conditions agreed initially, declarative basis  heterogeneous projects

Annual covers conditions made on a turnover basis numerous / uniform projects

e) Concept of Not Currerfechnique
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A Not Current Technique (NCT) is a technique without any accepted technical sign as relevant to assess the
risk by the insurers.

For example in France, an innovative product that is outside national codes or framework, and that has no
ATEC oracognized quality sign will be considered a NCT.

¢tK2aS (0SOKyAljdzSa ySSR | aLISOAFTAO AyadzaNI yOS |aaSaay

insured works spectrum.
3.3.2 Stakeholders

Identification of the different stakeholders in the congttion process that may be impacted by insurance:
- The project owner / The developers
- The manufacturer
- Designers including:
V  Architect;
V  Geologist, geotechnical engineer, hydrogeology and environmental engineering firms;
V  Engineering firms: structural engineegi, ventilation engineering, heating engineering, acoustic
engineering, electrical engineering;
- The contractors

3.3.3 Technical Inspection Service role

In order to assess the risks the insurers usually need the assistance of an independent supesaisatied
Technical Inspection Service (TIS) or Technical Controller.

Our investigations show that insurers use a very narrow range of quality signs in their risk assessment.
If we consider quality signs as means to indicate a level of risk for the insuearthe TIS assessment itself
can be viewed as a quality sign.

a) Context of the Technical Inspection Service intervention

In order to assess the risks, the insurers usually need the assistance of an independent third pafty or so
called «building techntal controller » who assesses the technical risks linked to the construction work to be
built, so that the incidence of the damages guaranteed by the builders insurance is reduced.

These private control organizations, originally established on a volubtsig, extended their activities to

the regulatory building control scheme.

In recent years, the general trend is to enlist the services of an independent private technical control, which
may be done in a different way according to the countries:

1- Delegaton of building control activities from administrative authorities

In a number of countries, design and technical details control as well asiteorinspection during
construction phase are partly delegated from administrative authorities to an indeperttiedt party for

lack of means. These controls are meant to ascertain the compliance of the project with the regulatory
requirements, mainly regarding the soundness of the construction work.

2- Technical requirements of the building regulations

The mandatorymissions mainly apply to the soundness of the construction works and sometimes to fire
safety, which are two requirements among the seven to be fulfilled (see appendix 1, Construction Product
Regulatiorg prime requirements applicable to construction we)kin France, other missions are compulsory
such as amearthquake building practices and accessibility for disabled people.

3- Incentive from the insurer

The insurer may require a technical control when the works exceed a certain amount. This contgl main
deals with the soundness of the construction work and is usually ordered by the contractor or the architect .
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When it deals with building renovation or construction close to a neighbour, the insurer imposes the same
mission for the existing or surroumtdjs works that may be impacted.

4- Voluntary approach

To make sure the prime requirements such as noise pollution, thermal insulation and energy savings (CPR
appendix 1) are taken into account, the project owner may voluntarily order a mission to theidachn
Inspection .

b) How can technical control contribute to construction quality?

Construction quality depends on a few factors either before the construction to avoid defects, or after the
completion of the work in order to make the best repair of theséedts.

Technical control is a sequence of three actions: PREVENTION, CONTROL, INSPECTION, meant to assess risk
and avoid defects during both the design and construction stages. Technical control makes sure that
regulatory requirements are respected anded a technical assessment of the buildings which design or
implementation may lead to a risk of damages or accident prejudicial to the quality of the construction.

In the context of ecdechnologies where new materials or energy and resouafésient mehods appear

on the European market, independent third parties technical assessment is the way forward to manage and
control the risks linked to innovation.

What does indeed make the difference between the new Product (process or technique) and theaweil
traditional Product? The answer is the lack of technical rules or experience feedback.

The technical Controller knows how to adapt to those new situations through his specific expertise:

KNOWLEDGE:knowledge in construction technologies, regulatioasd standards, role of the various
stakeholders in construction and building pathology.

KNOWHOW: implement investigative and control techniques (notion of proof, assessment), risks analysis
(identify, rank), write an advice, explain it and argue abounfgrm, capitalize.

KNOWTGOBE: ability to integrate the context and to adapt with precision and efficiency.

Economically, the prevention of risks allows the best conditions for the market development
and thereby reduces construction costs.
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c) Riskassessty i YR YIyIF3aSYSyid LINRPOSaa Ay GKS G4SOKYyAOF

The technical inspection service adopts, within the same mission, an approach of risk assessment together
with another approach of inspection according to specific methods based on tecktacaards, which

YIe @FNE RSLISYRAYy3a 2y GKS O2dzyiNE 0602y aiNHzOGA2Yy NE
respect to the project progress these approaches will result in:

- risk assessment during the design phase,

- supervision of the compaes sefmonitoring during the construction phase,

- regulatory inspection during the completion stage ahead to receipt of the work.

Based on available information, the technical Controller evaluates deviations toward technical standards
(building regulatios, state of the art, etc.), analyses the risks of occurrence of feared events (according to
operation, pathology, conditions of quality control by companies) and submit its expert opinion on the
construction work.

On the basis of this opinion, the insuiidentifies hazardous construction works and is able to decide the
quotation of its insurance plan.

Some quality signs are necessary information, in particular to assess the CE marking or labels which
declaration of performance helps to ensure the suili&pf the product to the construction work.
However, confidence in quality signs level may vary according to products or construction works.

d) Role of the Technical Inspection service in claim risk management.

The quality of construction may also be dtiad if possible defects are properly repaired within a reasonable
period of time and at lower cost for the Customer. Quality is often measured by the number of claimed
accidental damages.

Regular technical inspections on site are often organized afteptation of works by the operator or the
project owner at periodicities which may be defined by the insurance company providing the coverage.

In United Kingdom, the NHBC system integrates within its organization technical inspectors and involves

several finctions:

- Prevention : prior work with the builders to prevent the constructional problems,

- Onsite inspection during the building process,

- Insurance: decennial liability insurance for housing construction,

- Standardization: writing of technical standargeriodically revised and reflecting feedback on surveyed
substandard work when esite inspecting.
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As previously stated, for innovative technologies, the risk assessment is made through a qualitative

approach.

Basedon his experience, the analyst must qualify the risk according to various criteria, focusing on known

3.3.4 Risk assessment methodology

pathology, and on failure cost and probability of occurrence.
¢CKS NBadzZ G 2F Fy FaasSaaySyid Aa (2 R SthekigkSArisk cdn$ed S f
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Regarding single covers, the risk assessment made by the (re)insurer will globally deal with the different

3.3.5 Risk assessment criteria

topics described hereafter:
a) Construction scheme

T

1

Type of constuction. Some risks are specific to technologies used in certain type of

constructions. For example HVAC systems are critical for hospitals, where nosocomial disease is

a risk.

Nature of the work (new works / rehabilitation / turnkey project). The adaptatio an existing

context is source of interface risks.

Intended use of the construction (to be sold / operated by the developer). The implication of

the owner as a great impact on the care taken on the design phase, thus on the operating risks.

Adequacy oplanned maintenance

Owner / developer experience and know how on this type of project

Expected use of the construction by the owner (quality level requirements / opportunity of

claiming the guarantees)

Level of complexity / innovation. By definition thesurer hates prototypes, for which he lacks

vision

Surroundings. For the Third Party Liability assessment.

o Cost of construction. Cost breakdown is an important tool to appraise the level of standard /
quality expected.

Involvement of a Technical InspectiService

b) Natural event context (to be analysed even if not covered)

1

1

External loads taken into account:

0 Weather exposure (wind / snow / rain)

0 Water intake (groundwater uprising / flood)

o Earthquake

Design in regard of natural events

o Level of design loads regard of specific national standards (national annex to Eurocodes)

0 Necessity of further studies (ex: modelling) made by external engineering firm (cross check)

0 Type of stress assessed in the design in the light of the risks to cover (thermal gradient,
fatigue)
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c) Materials

1 Conformity of materials with standards (to be checked during construction)
1 Quality of work depending on the origin of materials (problems of quality regularity depending
on producer)
1 Welding control (orsite vs. workshop welding / com of welding by trusted institute)
d) Design
9 Intrinsic risks associated with the type of work (structural complexity, choice of technology /
materials)
 Yy24y LI GKz2f23& F2NJ 0KAa GeLIS 2F g2N] X ol aSF
technology
Levelof loads in regard of national standards
Adaptation to the context
Interaction with other construction elements (ex: effect of humidity on wood framework
caused by high level of airtightness imposed in new constructions)
Scale of design studies
Use of nortraditional techniques
Qualification / specialization of designers
Quality of the reports
e) Technical Inspection Service

1 Qualification / trust in the TIS
1 Quality / specific knowledge of the person in charge of the control with this specific type of
work
1 Exent of the mission (mission / number of visits / nature of the reports)
1 Adequacy of fees (evaluation of time allocated to the project)
f) Execution / methodology
1 Type of contract. Structure of contractual relations between contractors has an impact on
recourses possibilities hence extent of the cover.
9 Qualifications / experience of contractors on this specific type of work
M Construction / installation methods
1 Quality plan / seltheck
g) Surroundings / neighbouring
1 Risks of impact of a defect on construction workth different owner (general liability risk). Ex:
distance of neighbours (risk of fire spread)
1 Exposure /[ amounts at stakes
h) Existing works
1 Standards to be applied
9 Level of connection with existing parts / compatibility risk
1 Adequacy of new work in regadl the existing one / analysis from a global point of view
1
1l

= =4 =4

= =4 -4 =4

Importance of the modifications on existing bearing structure
Specific risks of covered existing parts

57



&
ﬁlios 2 APPENDIX OF SECOND PROGRESS REPORT DECEMBER 2012

i) Construction work inherent risk
1 Geometry:
o Geometry of building (height, asymmetric geometnonalignment of bearing elements,
GOUGNI yaLIl NByoOeé¢ Ay t26SN) £ S@Stao
o Geometry of bearing parts (spans of simple or cantilever beams and floors, slenderness of
columns / walls)
0 Depth of excavations
1 Materials used for construction (innovation)
1 Structure

0 Materials
0 Bearing elements
o0 Bracing

1 Roof/ Facade
0 Glass roof
o Point fixed structural glazing

j)  Other specific technical risks criteria

la 6SQ@®S aSSy NRa|l lFaaSaavySyid Aa YlFAyteée RSLISYyRIFy
experience on the type afonstruction, without any very specific criteria. However regarding inherent risks,
insurers developed some specific technical risk criteria for some widespreate@umlogies such as
Photovoltaic panels or Heating pumps.

3.3.6 Definition of relevant échnical criteria

Ly NBtFdA2y (2 2tmI ARSYOGAFTAOLIGAZ2Y 2F NBtSOFyid GSOf
in construction insurance.

As previously stated, risk assessment is essentially qualitative, based on the analyspewenee, whether
GKS NR&A]l A& | LINR2SOG 2N GKS |OGAGAGE 2F F O2y G NI
construction work and its environment in general.

The insurer does not have the technical means to assess directly the riskrofosative product at large.
Therefore he also has to rely on quality signs.

The sign will define the required technical specifications of the product itself, in what environment it can be
used (its purpose), and how to install it. Its aim and use adlcli SG St & RAAGAYOG FTNRY
assessment.

For the insurer, more than an appraisal tool, signs are usually a simple prerequisite to the insurability of a

risk. As for standards and norms compliance, quality marks are seen as a requiremé@ntcarptition to be

insured. They are mandatory; it is the absence of default of marking that prevents insurability. They are
dzadzl tf& y2G | LRAAGAOGS lFaaSaayvySyd dGd22f 27F @It dz GA:
insurance.

Nonethelessa few signs seem to be discriminatory and give some information on the risk level. In order to

retrieve this information, we decided to use a top down approach in accordance with WP1, and already got a
few answers.
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Examples of national quality signedsy insurers in their risk assessment of-eachnologies:

Country Name of the sign Certifying body

France Avis Technique (ATEC) CSTB

Germany TUVdotCOM TUV Rheinland

Italy Certificato di conformita (of TIS) ACCREDIA (ex SINCERT)

Spain Documentos dedoneidad Técnica (DIT) | Instituto Eduardo Torroja

United Kingdom | MCS Certificate Microgeneration Certification Scheme

Those quality signs are presented more extensively in the WP1.

Nonetheless first findings show that quality signs used by insurerthéir risk assessment are very scarce.
Therefore it will be difficult to assess various technical criteria (used in the risk assessment) in regeafd of
O2NNBALRYRAY3I (el 2F aS02 GSOKyz2f23eé¢d ¢ Kifesta i dzR@&
different used criteria across Europe rather than on hypothetic technical reasons for their use.
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4. Deliverable 3.4 State of the art insurances schemes and transition paths

An overall objective of the project is to achieve concerted chanmgeanstruction insurance regimes and
sustainable innovation in Europe. A transition towards increased levels of sustainable innovation in
construction is, however, not only a question of aligning national interests, but also a question of aligning
highly dscrete and durable systems of construction, sustainability and insurance within the individual
member states.

Applying a socitechnical approach, combining contributions from transition theory and institutional theory,
the analysis will be conducted awd distinct yet interrelated analyses; a horizontal respectively vertical
analysis of regimes development and transformation as illustrated in figure 1 below.

EU governance &% Sustainable building

level
«
a)

EU regime level

National regime
level

National project o

evel oe e o o
® ® oe
e (X

Figure 1: Levels of analysis (adapted after Seyfang and Longhurst, 2012).

The vertical anabis aims at providing an understanding of the interplay andi@gelopment of national
regimes of insurance, sustainability and construction within the individual national context. The analysis will
result in a typology of various national constructioniregs based on their technological, historical, social,
political, cultural and economic characteristics. The analysis will be conducted in order to identify main
similarities and differences between the various national construction regimes that maydiuratidrivers

or barriers towards a common European insurance policy implementation, which is the focus of the
horizontal analysis. The horizontal analysis, thus, will focus on the interplay between national and supra
national regulation and on the dynarsiof adaption and circulation of insurance schemes in Europe.

60



HIIOS 2 APPENDIX OF SECOND PROGRESS REPORT DECEMBER 2012

Preliminary findings

The preliminary findings indicate that national regimes of construction vary markedly from country to
country in the EU. Winch (2000, 90) has distinguished betweree ttypes of systems / regimes:

f The AngleSaxon system is characteriseddy 3 NB I (i $pdid linekltmarkeyv@lGes, relatively
f2g fS@PSta 2F¢adriS NBIAdAFGA2yaxo
T ¢KS O2NLIR2NIGAad ae
ANBIFGSNI gAftAy3dySaa G2 AYyUuSNBSEYS Ay GKS YINJ S
T a¢KS WShGlFGAljdzSQ aeaidsSy Kra Y2NB SEGSyaragsS 022NF
f SOSt 2F G2NJ SNI LINRPGSOGAZ2Y X |y R variouRiBduskriblsS (0 2
aSOU2NAE
To this, a fourth regime typology may be relevant for the Eastern European countries, where the
development of new state/market relations has been under development since the early1990s.

Not only do these national regimes afnstruction and insurance differ on some dimensions, they might also
be contradictory and even detrimental in terms of their functioning. In addition, the preliminary findings also
indicate that the distinctiveness or idiosyncrasies of the differentomati construction regimes have impact

on the actual uptake of new technologies and policies. In essence, this entails that policy and technology
implementation follow different transition pathways dependent on the regime level characteristics.

Therefore,the governance of policy implementation, e.g. new in relation to EU legislation on the topic of
sustainable building, is constituted as a prime unit of analysis in the further project progress. The reason for
this being that it under such varying and evamntradictory circumstances is not possible to implement and
enforce a single solution or governance scheme across all nations. Instead, new policy (insurance) schemes
have to be designed and applied differently in different nations acknowledging thagle siiniform solution

might not be possible to implement.
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5: Deliverable 3.5 Conditions for greater mutual recognition of construction
insurances regimes

The following paragraph is only intended to draw a sketch of the future final content of the deliverable.

This task will constitute an analysis of thenditions for a greater mutual recognition of construction
insurance regimes, and the development of a set of guidelines for a policy formulation.

Mutual recognition may concern a wide range of stakeholders: it may be the construction companies /
designersthe (re)insurers / brokers or the national authorities / financial control regulator.

5SLISYRAY3 2y (GKS GeéL)S 2F &0F]1SK2f RSNJ GKS Fy&asgSNI G2
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regarded very differently. Consequently the investigation actions must be adapted to the stakeholder.

hy GKS 2yS KFEyR 2dz2NJ aYF LAY 3 dzZLIRIFGSé 1jdzSaGA2y Yyl ANI
crossborder activities. But in order to widen our understanding we may have to create a small questionnaire
intended to contractors that could be distributed by the FIEC and EBC representatives.

This questionnaire should notably ask: if they are interested hmrisg information on their national
insurance regime? Why? What information they would like to get from a hypothetic exchange system? In
what form should this information be shared?

Obviously, considering the usual low return rate of questionnairesilinat be sufficient to get an overview

of the totality of the 27 countries. That is why this analysis will have to extrapolate the received answers to
all encountered EU situations.

5.1 Impacts of national strategies on construction insurance

Analysi T GKS AYLI OdGa 2F ylLaAz2ylf &A0GNIGS3ASa (26 NR a2
interactions with the financial protection mechanisms.

This case study will only be done on the limited range of existing situations where insurancedtedripa
GK2aS dadzadlrAylroAtAdee AGNIXGS3IASad

For example, we will see if public policies toward sustainable development had any impact on construction
guarantees, especially if new energetic performance covers appeared.
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5.2 General financial protection guirements and regulatory framework influence

Formulation of general financial protection requirements and regulatory framework influence in order to
support the sustainable development: this section is to be developed.

5.2.1 Financial protection requimaents

We previously noted that the necessity of information on financial protection touches all the actors of the

market:

- The insured regarding the risk of default of his insurer, notably the owner, who must ask for information
on his insurer.

- The insureregarding its own &nancial exposure. This is notably the case for an insurer which is used
to work on an unfunded / pay as you go basis and wants to deliver guarantees on a funded / capitalized
basis like decennial covers.

- The reinsurer, also regardj its own exposure. This is the case for example if it participates to the cover
on a quotashare basis. The asymmetry of information between the parties may also lead to an
inadequate use of the treaties (for example use of a general liability treatyaidf specific decennial
treaty).

- The financial public authorities which deliver the FPS authorizations, which may not have the knowledge
on the financial exposure of foreign guarantees (such as decennial covers). In order to verify and validate
the financial security of an insurance activity, the authority must have a thorough knowledge on the
insurance product structure.

Once again it appears that access to information is a key element in the global financial protection
requirements hence in insurancmderwriting.

5.2.2 Regulatory framework influence
Regarding insurers activity, one of the main tool available in order to offer guarantees to their home clients
across Europe is the "Freedom to Provide Services" (FPS) European law is one of the main.
It is important to note that some validations must not suffer its use. The lack of valuable information
exchange and knowledge about the covers delivered may impair the national financial protection
mechanisms that underlie the FPS.
Regarding financial retations, the main existing European framework is the Solvency 2 directive.

5.3 Conditions for handling incompatibility of national insurance regimes

Those conditions will be in great part addressed in the policy formulation.

5.3.1 What causes policy cgargence
To be further developed

5.3.2 When does policy convergence occur

To be further developed
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5.3.3 European Insurance Contract Law

As explained in a 31 january 2013 European Commission press t&lease@xpert group on a European
Insurance CanNJ OG [ F 6 6 9L/ [ U KltadinedBreng to &r&iordek yade2rmidiRBande (i 2 &
LINE RdzOGa Ol dzZaSR 0@ RAFTFSNBYIP O2y (NI Ol flga Ay 9! Qa
wlk G§KSNJ GKIy [ 2yaiNdzOG A 2ig likelyydifoedsloy iBsBrancelipro®ict & igreafeNI I NP

economic significance, such as:

1 Motor and travel insurance, which consumers and businesses are most likely to buy or use on a
crossborder basis;
1 Life insurance which could serve as private pensions for citizens.

Nonetheless, this analysis part of a wider programme set up to create a Common Frame of Reference (CFR)
for European general contract law that may have a direct impact on the construction insurance industry.

As a reminder, the object of the Contract Law is to allow voluntartigs, to opt out of national law regimes
and agree that the insurance contract will be governed by the EICL.

Consequently, we will update later on our point of view on possible convergence paths according to the
outcomes of the analysis of the Expero@p, expected by the end of 2013.

10 http://europa.eu/rapid/pressrelease_IPL3-74_en.htm
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6. Deliverable 3.6 Recommendations for policy formulation

The following paragraph is only intended to draw a sketch of the future final content of the deliverable.
This analysis will provide recommendations for pofiermulation stimulating good practices and insurance
solutions.

As already indicated ifEliosm>X O2Y aARSNAY3I adlriSaqQ €S3arFf az2@dSNBA:
throughout Europe can only be changed by the stakeholders being part of the natianetsithemselves.

Those frameworks are the result of local culture regarding construction methods, legal history, insurance role

in the construction quality chain, and financial realities. The update of the mapping and further analyses
should shed someght on the origins of those differences.

In consequence our main lever to promote insurance will be to give incentives to the insurers in order to
stimulate the market.

In order to support the propositions of incentives, an important tool would be tleatton of an European

internet site that would be a central single point of contact for the different exchanges regarding
construction insurance of eed SOKy 2f 23ASad 2SQff &aSS Ay GKS F2tf26A4
different goals.

6.1 Impiove failure forecast

One of the most efficient incentives would be to give some help to the insurers in their risk assessment.
Being able to make a reliable forecast of failure is the key element in order to do the pricing of a cover and
propose guaranteg And as previously indicated, without claim history and statistical data this forecast can
only be done through a specific qualitative analysis of the risk.

Preliminary results of discussions indicate that:
- The technical classification of claims is algem: it has to be done by experienced staff that can
classify the claims, and it is unlikely that most insurers have the computational systems to
RATTSNBWIISMOKIYR 0201 t ¢ Of F AYad
- Insurers are not interested in participating to a pure statistidalabase, which would report the
spread of claims, since it touches their internal pricing secrets. They seem to be more interested by
'y SEOKFy3aS 2y GSOKYyAOIt AyF2NNIGAZY 2y &déaisSva
- hyS F2N¥ 2F SEOKIy3S O2dA RNHaYE (gKKSS NIBNBAI yiEAd2NGS NEBFY |
- Decide together the systems to be assessed, corresponding to shared topical subjects
- Create together a simple typology of claims regardingtectnologies that each insurer could
implement in its own computational system. That waye 8taff could technically categorize and
manage the claims in order to select and report them.
- Send information on technical claims on those systems, without giving any information on the
number of claims or number of contracts underwritten in order to get of any strategic
statistical data disclosure. The only information given is that the topic is of interest for the
insurer.
- DSG GKS AYF2NNIGA2Y LINRPOS&dAaAy3d yR NRAEA] Fylfe:
itself, relieving every insureotdo it on its side. Pooling the outsourcing of the analysis would
constitute a substantial economy for the insurers.

6.2 Hazard Notification Procedure
With the involvement of insurers, another form of exchange of information could be the creation of a

KETFNR y20ATAO Gtechnblodighl2 OSRdzZNB ¢ F2NJ SO2
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6.3 Quality signs

One way of helping the insurers who want to cover a foreign company is to give them the means to appraise
the quality of this company through a better knowledge and understandingsajuality signs. The given
information must be sufficiently relevant and discriminatory in terms of risk assessment to have an added
value for the insurer.

Reminder: the technical information that will be provided by the information system has to hieiesoify
valuable for the insurer in order to help them assess the risks and consequently set up new insurance
products to seize new market opportunities.

On the other hand the companies should know what signs are used locally by the insurers to aperaise

risks on their homeland, notably it they want to set up business or engage in a long term activity. Those signs
FNB GKS 2ySa 20SNBASsSR Ay (GKS awial lFaaSaavySyid C
NEt SOl yi S OKyhXCGhapter lI0Iedicn S.BLAT) i) codjuihicion vith WP1.

6.4 Construction techniques and normative framework knowledge

In order to help a company operating in a foreign country we could give information about the local
construction techniques and normaée framework.

Companies should get a better knowledge of:
- Local design codes and general normative framework, including local climatic or live loads.
- Local construction techniques for different type of construction elements. For example type of roofs
andterrace sealants for a company installing photovoltaic panels.

This information should help the companies demonstrate that they comply with local design codes, and are
taking into consideration the local environmental construction context and therefooalld help them find
insurance.

6.5 Legal and insurance requirements knowledge

The single point of contact should present the regimes individually for each country, and therefore the
insurance requirements and/or legal risks to work in that country.

INSNBadAy3ate 6SQ@3S YSi G4KS CNBYyOK Ayad:aNryOS FSRSNI
European Builders in an attempt to help foreign companies understand the French legal framework and how
to comply with it.

This guide is a good example ofatlcould be the single point of contact. This guide notably gives:
- Description of how insurance works locally.
- Description of the administrative documents needed to be insured

Therefore, the single point of contact should present:

- The Legal framework omne hand and the insurance obligations, if any, on the other. Considering
the presumed incompetence of the users in legal terminology (SME), beyond a pure description of
0KS NBIAYSaAZ (GKS AYLIXASR NRA1 & T2 N deKshould bedzA £ RS N
able to know easily what are the risks incurred in a selected country, notably financial, and
consequently what insurance protection is needed.

- The means to get insurance in that country. Should notably be indicated: who to contact, what
information is needed, etc. In other words give an insurance subscription guide in order to improve
the access to insurance.

66



HIIOS 2 APPENDIX OF SECOND PROGRESS REPORT DECEMBER 2012

6.6 Existing insurance covers

Another way of clarifying the subscribing process could be to improve the transparency of the existing
insurance products and existing financial offer.

/| 2YaARSNAY3I GKS RAFTFAOdA G 2F &AKFNARY3IA Ayadz2NIyoS 02°
examples of usual covers included in those contracts.

Beyond covers, the single pointofcontdacK 2 dzf R | £ 42 3IAGS AYTF2NXI GA2Y | 02 dz
requirements regarding innovative risk. These requirements could be:

- Experience feedback on comparable projects

- Specific opinion of a TIS or expert

6.7 Technical Inspection Services (TIS)

{KFENB AYyTF2NXEGA2Y 2y SEA&GAY3T ylLGA2yLFf ¢L{ GaOSNIATI
- The companies should be able to know the role of the TIS in the selected country, notably in regard
of insurance requirements.
- The insurers should be informed on the local legal argtei accreditations of the TIS in order to help
them follow their insured companies on foreign markets.

Promote systematic inspections of construction works and on contractors like what is done by NHBC in order
to diminish insurance costs.
These inspectios should notably be carried out in absence of mandatory Technical Control.

6.8 Energy performance guarantees

1'a 6SQ0S aSSys O02@SNY3IS 2F LISNF2NXYIFyYyOS 3Fdzr NI yiSSa 1
First, even if it is not pure performance coverage, existing coversqcie easily be extended to
malfunctioning.

hy Ala &aARST a/2yadzvYLIiAz2y LISNF2NXIFyYyO0Sé O20SN) ISST Ac
Ay 2NRSNJ (2 &adzad GKS O2yadzYSNJ RSYFYyRX ¥FI 0Sa KdAaS
makes it hard to assess, particularly if the users are individuals (opposed to companies for which consuming
framework is better known).

GLYKSNBY (G LISNF2NXIyOS¢ O2@0SNI 3ISsT APSd (KS2NBGAOL €
consisting of mateal / design / workmanship coverage must find ways of assessing the measuring problems.
hyS gFte& 2F LINRY2GAYy3 (GKSaS 3Idz NIyiSSa O2ddZd R 0SS ¢
LISNF2NXI yOSé o

6.9 Promotion of other guarantees
6.9.1 Completion Guaratees
t NEY230S GKS aO2YLX SiA2y 3dz2 NI yiSSaé O6LISNFSOG FdzZf FA
handled by the contractor without involvement of the insurer. The completion guarantee is -geamneor

two-year guarantee under which the lider agrees to carry out the required work and assume related risks
during the years following completion.

CAYR 20KSNJ RANBOG NBLIANI a0KSYSa gAlK2dzi Ay @2t @SYSy
process.
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6.9.2 Proper Functioning Guantees
t NEY230S GKS GLINRPLISNI FdzyOlAz2yAy3déeg O20SNBR>X 2F | (g2
operational and in good working order. These guarantees perfectly fittestnologies coverage
requirements and can be carried out independerittym inherent defect long term guarantees (IDI).
6.9.3 Professional Indemnity Guarantees
Promote the Professional Indemnity (PI) guarantees, across all Europe. Beyond general Third Party Liability
(TPL) this second level of protection of the consumertzauite easily taken out. As it touches the design
LINPOSaa Al adzaiida ¢Sttt Ayy20l (ASOKP2P03HAI8E RATTAOAL (
6.9.4 Enforce responsibilities
Find ways for manufacturers and contractors to be more responsible of their Wtiik. could be done

through minimum obligations of protection on the General Liability and ensuring that those guarantees can
be easily activated by the insured.
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7. Object of meetings with Insurers

The scope of thosmeetings is more precisely about (extract from typical meeting preparatioié):

i) Insurance

- Recent evolution of the Legal framework of construction insurance in your country in regard of the
description made itliosl Eliosl regime presentation sertb the insurer);

- Links between the different guarantees: different guarantees and actors concerned (extent of
liability) / practice of subrogation on liability / existence of limits on some guarantees / importance
of annual basis insurance vs. single pcojasurance;

- Extent of covers: toward equipments (definition of equipment), what are the works covered values
(replacement value / depreciated value);

- Role of insurance brokers on your national market;

- Is the crossorder insurance a problem for you? Whet it be for your clients wanting to work
abroad or for foreign companies willing to work in your country (do you have a lot of demands)?
Activities of your company abroad?

- Do you see any competition from foreign insurers coming under the "Freedom tadBrBervice"
European law?

- Evolution of the Insurance Market in your country, regarding CAR/EAR (Construction/Erection All
Risks) and Decennial Guarantees (Volumes, level of subscription in regards of the obligation)?

- How do you take into account the etechnologies in your covers (existence of specific contracts)?

- Are the energetic performance guaranties a topical issue at the moment in your country? Do you
have specific covers?

i) Risk assessment

- How do you assess the construction risks in general andvaiive construction systems more
specifically (who makes the assessment and of does this assessment consist)?

- What is the importance of the Technical controller / inspection service in the insurer's underwriting
process? In general is design / engineermagde upstream or during construction?

- What quality signs existing on the construction market for-emmhnologies are considered relevant
and taken into account in the risk assessment (by the insurer and also by the Technical Controller)?

- Would access toformation on Quality Signs existing abroad be of any interest?

iii) Pathology

- Is there any "agency" collecting data on construction claims in your country?

- Do you have any specific focus / concern on pathology regardinteebaologies? Which ones?

- Do you hae the computing means to identify and characterize the claims oftemtmnologies?

- To what form of "Pathology Forum", that could collect data on -eahnologies pathology,
could/would you be willing to participate and exchange information, and what tfgeformation?
22dzZA R @2dz 3SU ANPOXKY@SRIABAI ¥ I NYAY¥IT t NEOSRdAzNB ¢ K
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