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Flood Risk Insurance Cover: Discussion

The joint committee met in private session until until 12.10 p.m.

Flood Risk Insurance Cover: Discussion

Chairman: I ask that all mobile telephones be switched off.  This is important as the broad-
casting unit has indicated there still are serious problems with mobile telephones being switched 
on.  The joint committee will have two separate sessions today, both of which concern the pro-
vision of insurance in areas at risk of flooding and subsidence.  I remind members that the joint 
committee will deal with correspondence and other agenda items in private at the end of our 
second session this afternoon.

Session A, which has expert witnesses, is part of the committee’s deliberations on this topic.  
We have invited Mr. Lawrence Owens from the Cork Business Association and Dr. Swenja 
Surminski from the London School of Economics and Political Science, LSE, to share their 
insights and I welcome both witnesses to the meeting.  Mr. Owens is the chief executive of the 
Cork Business Association, which represents more than 150 businesses in Cork city.  The city 
of Cork is prone to flooding and many of the businesses represented by the Cork Business As-
sociation have serious concerns regarding the level of flood insurance cover on offer at present 
and in the immediate future.  Dr. Surminski is a senior research fellow at the Grantham Re-
search Institute on Climate Change and the Environment, which is part of the LSE.  Dr. Surmin-
ski is a programme leader for the “climate risk, insurance and private sector” work-stream at 
the institute.  Prior to joining the LSE, Dr. Surminski spent more than ten years in the insurance 
industry working on climate and risk management.  The format of the session is that Mr. Owens 
first will make some opening remarks, which will then be followed by those of Dr. Surminski.  
A question and answer session will follow to qualify any matters.  I remind members, witnesses 
and those in the public Gallery that all mobile phones must be switched off.

I advise the witnesses that by virtue of section 17(2)(l) of the Defamation Act 2009, wit-
nesses are protected by absolute privilege in respect of their evidence to this committee.  If they 
are directed by the committee to cease giving evidence on a particular matter and continue to 
so do, they are entitled thereafter to only qualified privilege in respect of their evidence.  They 
are directed that only evidence connected with the subject matter of these proceedings is to be 
given and are asked to respect the parliamentary practice to the effect that, where possible, they 
should not criticise or make charges against any person, persons or entity by name or in such a 
way as to make him, her or it identifiable.  Finally, members are reminded of the long-standing 
ruling of the Chair to the effect that they should not comment on, criticise or make charges 
against a person or persons outside the Houses or an official by name or in such a way as to 
make him or her identifiable.

I ask Mr. Owens to begin.

Mr. Lawrence Owens: I thank the Chairman for the opportunity to address the joint com-
mittee.  Rather than going through the entire submission in detail, I will summarise some of 
its aspects.  As the Chairman noted, the Cork Business Association, which is a not-for-profit 
organisation, represents more than 150 members across diverse sectors of business within the 
city.  I will drill down to the association’s concern in this regard.  The Office of Public Works, 
OPW, scheme for flood defence for Cork has been identified as a viable flood risk management 
option in respect of riverine, fluvial and tidal sources in the Lee catchment flood risk manage-
ment plan.  As current estimates of the cost of this work are approximately €50 million to €60 
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million, it is a significant investment of taxpayers’ money in the Cork area to provide flood 
relief.  As a business organisation, the association has visited Fermoy, Clonmel, Waterford and 
other locations to see the standard and quality of work of the OPW, as well as its effectiveness.  
Cork is a different situation in that work has not started and the finance value has not yet been 
set in absolute terms.  The projected dates for commencement of the work are 2016 or 2017 
and the completion date will be up to 2020 and beyond.  Naturally, the expectation among busi-
ness owners is that once the OPW flood relief scheme is completed, realistic flood insurance 
cover then will follow.  However, the commentary from the representative body for insurance 
companies, namely, Insurance Ireland, is somewhat different and this is a major concern.  In its 
opinion, based on the plans it has seen for the flood relief scheme in Cork, the proposed work 
will not reduce the risk of flooding sufficiently to allow the industry to provide flood cover 
for businesses and householders in Cork city.  Consequently, the ongoing difficulties faced by 
businesses and property owners in Cork city in respect of the lack of flood insurance are set 
to continue.  Therefore, it begs the question as to what investing in Cork’s flood defences will 
achieve in terms of achieving a reasonable level of insurance cover and what the implications 
are for similar investment in flood defence schemes nationally.

The announcement in March 2014 of a memorandum of understanding between the OPW 
and Insurance Ireland allows for the exchange of flood defence data, which we welcome.  Rather 
than any commitment to provide insurance cover, however, is this really the best we can expect 
from the insurance industry in light of significant State investment?  We are very determined on 
one point, namely, that the Government must ensure that the investment in which the State is 
included delivers more than just an understanding.

I again stress that this is a national issue, but I am giving the Cork perspective.  What does 
the future hold for our members who cannot currently get flood insurance?  What do the next six 
years hold for our members while the flood defence works are underway, during which there is 
a very real possibility of being flooded again?  The lack of clarity on this issue has massive im-
plications for the future development of the city.  How do we in the Cork Business Association 
encourage businesses affected by the lack of insurance cover to invest in their premises and to 
upgrade same if they cannot protect them?  How do we encourage domestic and foreign inward 
investment if we cannot guarantee such investment is protected?  

It is imperative that homes and businesses in Cork city and nationally can access flood 
insurance at a reasonable cost without delay.  The status quo is unsustainable, with many busi-
nesses and homeowners exposed to massive risk.  We fully understand that insurance is not for 
inevitable loss.  However, being able to transfer risk, which has been done traditionally through 
insurance, is critical to the economic success of any region as commercial operations simply 
will not start, develop and thrive without this mechanism.  The concept of the premiums of the 
many paying for the losses of the few is one of the foundation stones of insurance when one 
considers the advances being made in the UK.  For further clarification, I can provide informa-
tion on the flood relief scheme in the UK.  It is not in place just yet, but the insurance industry 
has taken some degree of ownership and has involved itself in developing a scheme which 
seems to have some potential.  I respect that it will operate within the private sector in terms of 
domestic, and not commercial, insurance, but the framework has significant logic which could 
be examined.  Essentially, it is a reinsurance scheme with a certain fund.  Claims and policies 
are dealt with as normal, but if there is a fund claim, the insurance company can claim against 
the fund as a backup.

The nub of the question is the investment that is included for Cork, which is €50 million or 
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€60 million.  The soundbites from the insurance industry indicate that it is not good enough.  
The OPW, which has a superb standard and quality of work and has proved effective, is in-
volved in a one in 100 year flood defence system.  Is it the OPW or the insurance industry that 
decides on the quality of the work?  If there is a question to be asked, it needs to be clarified 
before we invest a significant amount of ratepayers’ money in a flood defence scheme and end 
up without any flood cover.  We would then again be in a situation whereby we have a flood 
defence scheme, but no way to protect businesses and households in the area.

Dr. Swenja Surminski: I thank the Chairman for inviting me.  It is a pleasure to share what 
I hope will be some useful insights.  In terms of my background, as the Chairman mentioned 
I worked in the insurance industry and have seen it from the private sector side in terms of 
arranging flood insurance and working with flood victims, a point which is important to con-
sider.  There is a human side and a business angle in terms of an insurance company making a 
commercial decision on whether to provide insurance.  There is a public finance aspect which 
is probably where this committee comes in.  There is also a climate and flood risk dimension, 
which is important to clarify at the outset.  It is a multidimensional issue and the stakeholders 
involved all come from very different angles and follow very different premises, which is what 
makes it so difficult to find a solution.

There is no silver bullet for arranging flood insurance.  In my submission I highlighted the 
fact that there are a large variety of insurance concepts around the world.  I have had the dubi-
ous pleasure of being involved in discussions in some EU countries, in the US and in develop-
ing countries where efforts are being made to design flood insurance.  Closer to home, I have 
been involved in the Flood Re discussion.  It is important to highlight that various concepts 
are floating around and that almost every single concept has its flaws.  Almost every country is 
discussing the possibility of reforming or redesigning it.  I say that just as a statement.  I know 
it is not very helpful because the committee would probably have loved to be given an example 
of something that is working very well.  It is a particular challenge in light of the need to bridge 
the gap between current risk - what is of concern to stakeholders such as businesses - and future 
risk in terms of climate change and rising flood risk.  I think that is the first aspect of the matter.

My key message is that when we talk about insurance, we need to consider both of its di-
mensions - the risk side, which relates to issues like information, prevention and planning, and 
the compensation side, which relates to how it is organised.  In most of the existing schemes 
across the world, these sides are not really closely integrated.  My observation is that it is really 
important for us to tie them together as we go forward.  We need to make sure the compensa-
tion side is closely linked to our understanding of risks.  This reflects on the previous speaker’s 
comments about who decides, judges or takes a stance in terms of risk levels.  It is important 
to consider that aspect of the matter.  It is of fundamental importance that the risk side and the 
compensation side are closely linked into the future.

The next point I would like to make relates to the design of insurance that is fit for the future.  
Three key principles usually need to be borne in mind.  The first of those principles, affordabil-
ity, relates to the requirement for home owners and businesses to be able to pay for insurance.  
The second principle, availability, is provided for through the private sector, is provided for 
publicly, or is provided for through a mix - usually in the form of a public private partnership.  
The third principle, financial sustainability or solvency, is quite an important aspect of the mat-
ter.  I refer to whether the scheme is actually solvent in terms of paying out claims and is likely 
to be around not just for the next year but for the next five to ten years, at least.

I would add the issue of vulnerability and exposure as a further factor on the risk side.  Ob-
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viously, one faces certain trade-offs when one is designing an insurance scheme.  For example, 
one must make a decision on whether the scheme is affordable for everyone.  One must con-
sider the affordability of insurance for newer properties by comparison with insurance for older 
properties.  One must look at whether it is affordable for people who are extremely vulnerable 
and for small and big businesses.  Many decisions that are almost normative need to be made.  
A decision needs to be made on who decides what is affordable, for example.  I was involved 
in a survey of small businesses across England.  When we asked them about the affordability 
of flood insurance, we got a wide spread of responses.  It is important for us to recognise that 
when we are considering who should decide how much an affordable insurance policy should 
cost and who should set the rate system.

The issue of availability is related to the question of how much the public is expected to in-
tervene and be involved.  As I said, there are schemes in which the public is basically providing 
all the funding and is reinsuring the schemes.  For example, flood insurance is the second largest 
public liability on the public budget in the US.  That is one extreme and then there is the case of 
completely privately arranged flood insurance in other countries, such as in Scandinavia.  That 
deals with the question of to what extent is there a degree of intervention.

Financial stability is obviously a question for the regulator and it is important to recognise 
that the regulator has certain parameters in terms of setting risk levels beyond which an insur-
ance company cannot go.  For example, if an insurance company underwrites flood insurance 
risk up to a certain level, it needs to prove that it is able to manage and respond to those claims 
and that is often in conflict with the local decision of accepting a certain level of flood risk.  For 
an insurance company, that decision is driven by regulatory settings and then facing the local 
demand for insurance cover.  It is important to recognise what potential the role of the regulator 
could play in this.

The final issue is vulnerability and exposure and the risk aspects.  I often think that going 
forward an insurance system, flood risk management and planning are important but what is 
probably needed most is a resilience broker.  It is almost like an independent body that shares 
the information, ensures transparency in risk data and co-ordinates prevention while also hav-
ing a role in ensuring access to insurance and providing case-by-case advice.  That is often 
missing.  Going forward, that is an interesting aspect in order that there is not just a focus on an 
insurance broker but potentially a resilience broker who could fill that role.

There are couple of issues I could highlight in the context of the advantages and disadvan-
tages of certain systems but they could be picked up in the discussion.

Deputy  Michael McGrath: I welcome Mr. Owens and Dr. Surminski and I thank them 
both for their time and opening statements.  I would like to discuss the situation in Cork with 
Mr. Owens as the best case study in the country of an area prone to flooding.  The city has expe-
rienced devastating floods, particularly in 2009, with a number of events since then.  Do many 
businesses in the city not have flood insurance cover following these recent events?  What risk 
do they face if there is another flood event next winter, for example?

Mr. Lawrence Owens: The river divides and creates this island within the centre of the city.  
The vast majority of our members on that island do not have flood insurance.  Some may have 
had their last flood insurance before the last episode but that get-out-of-jail card is gone and 
they are now without insurance cover.  I will give an example of one trader who was flooded in 
2014.  She had flood insurance and the premises was devastated.  A €250,000 investment was 
put into the premises.  It was built in with huge resilience in the premises in terms of what can 
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be done.  There are certain mechanisms that can be applied at a business level to make a prem-
ises somewhat robust in terms of flood prevention and flood defences.  However, with regard to 
her insurance going forward, she has a €20,000 excess only.  That is not an excess on the bottom 
down.  That is the most she can ever get if her business is flooded again and, therefore, traders 
either have no flood insurance or it is so negligible that it is not worth it.

The economy is on an upturn and businesses are starting to reopen.  Flood insurance is a 
basic requirement for loan approval from a bank.  If one does not have it, the loan is gone.  Lo-
cal and multinational investment will continue to be affected because whereas flood insurance 
is a given in most locations, unfortunately in Cork, particularly on the island, businesses do 
not have it.  It is extremely difficult to run a business in the knowledge that flooding, which is 
inevitable unless defences are installed in the coming years, will probably wipe out one’s busi-
ness.  It is very difficult to trade in this type of environment.  Statistics show that €500 million 
has been spent nationally on flood defences and it is forecast that a further €210 million will be 
spent for this purpose.  Our concern, as I intimated, is that the large sums spent by taxpayers 
on flood defences surely deserve some degree of recognition.  The defences established by the 
Office of Public Works in Cork function and are sufficiently resilient to provide some level of 
defence.  The insurance industry should re-examine its position.  While I agree with Dr. Sur-
minski that there is no silver bullet that will resolve this issue, the problem will get worse if we 
ignore it. 

Deputy  Michael McGrath: Would another flood event in Cork wipe out certain businesses 
that do not have insurance cover?  Do some of them lack the financial capacity to survive an-
other flood?

Mr. Lawrence Owens: The Deputy asks a good question.  Many of the businesses in ques-
tion are very resilient and deal with the issue as best they can.  Business owners continue to 
trade because their business is their livelihood.  There is a considerable degree of resilience 
among individuals as opposed to premises.  However, there is no question that another flood 
similar to those experienced in 2009 or 2014 would wipe out a number of businesses.  They 
may have had flood insurance on the previous occasion but no longer have it and will decide, 
therefore, that it is no longer worthwhile to continue in business.

Deputy  Michael McGrath: Is the Cork Business Association or Cork Chamber of Com-
merce in dialogue with the representative body of the insurance industry on the issues facing the 
city?  Mr. Owens cited a statement in which the insurance industry indicates it may not reinstate 
cover if it is not satisfied with the nature of the flood defences.  Is the industry saying anything 
publicly or privately to the Cork Business Association or its members?

Mr. Lawrence Owens: No, our organisation has not had any dialogue with the insurance 
industry.  All we can do is take cognisance of the statements and comments it makes and these 
are causing great concern.  As I indicated, the natural assumption among businesses was that 
if investment was made in a flood defence mechanism designed for a one in 100 year event, 
the quid pro quo would be the provision of some element of insurance cover and a degree of 
reasonableness.

As I intimated, we fully accept that it is not against inevitable risk but we are investing 
substantial amounts of taxpayers’ money, particularly in Cork.  I visited Fermoy, Clonmel and 
Waterford where superb flood defence works have proved effective.  In 2014, with the excep-
tion of one area where flood defence works had not been completed, Waterford was flood proof 
because the works carried out by the Office of Public Works were effective.  If the OPW has 
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delivered the works in Cork to the same standards and level of efficiency, delivery on the insur-
ance side must follow.

Deputy  Michael McGrath: Will this be a factor in attracting new retailers and internation-
al chains to Cork when they are considering risks and the possibility of not being able to obtain 
flood cover?  While new developments can be elevated and the risk of flooding mitigated, will 
insurance cover be a factor for companies considering locating in low-lying premises which are 
at risk?

Mr. Lawrence Owens: The Deputy is correct that resilience can be built into the design 
of new developments and that the primary risk is to existing premises.  This issue is putting 
questions in the minds of investors and developers.  Rather than placing barriers in the way of 
inward investment, we should make the process as effective and efficient as possible.  This issue 
presents a barrier and while I fully understand its complexity, any questions regarding insur-
ance could cause potential investors to locate elsewhere.  Cork needs to attract new retailers 
and businesses to the city.  While it would be unreasonable to argue that this issue will prevent 
all potential investments, it will certainly cause potential investors to ask whether they should 
invest €1 million or €2 million in Cork or a safer location.

Deputy  Michael McGrath: Has Dr. Surminski compared data in Ireland on the number 
and coverage of businesses with flood insurance cover with similar data in other European 
countries?  If so, where does Ireland stand vis-à-vis other countries in terms of these baseline 
data?

Dr. Swenja Surminski: It is interesting because most of the data being collected are fo-
cused on the domestic side, namely, households, and occasionally small businesses.  Most of 
the data collected is focused on the domestic side - that is, households - and occasionally on 
small businesses.  That is the case in most European countries.  I have heard from Insurance Ire-
land that it provides statistics on the number of households that have access to flood insurance, 
but I have not seen data on the number of businesses.  That is an important point to highlight.  
In most countries that debate is fairly separated in that a discussion is had about home owners’ 
need for insurance, with small businesses possibly linked to that, but access by the rest of the 
business community to insurance is kept fairly separate.  That has been the case in-----

Deputy  Michael McGrath: Who provides that data internationally?  In terms of the data 
on coverage for businesses, for example, would it be provided by the insurers, the representa-
tive bodies or the state register?

Dr. Swenja Surminski: If it comes, I would expect it would be from the insurers.  It is in-
teresting because one would assume that data about insurance coverage is available at the press 
of a button, but that is not the case.  I highlighted that in my submission when I said that the 
latest data is from the European insurance body from 2009 and then there is something from the 
European Commission from 2012.  That does not seem to be very accurate.  In fact, Ireland was 
not part of the insurance representation there.

Deputy  Michael McGrath: This is my final question.  The position of successive Govern-
ments in Ireland has been that it is a commercial decision for insurers to decide whether they 
should provide cover for floods, for example, or for subsidence risk.  The State does not inter-
vene or put any onus on an insurer to provide cover, but it will help to reduce risk by carrying 
out flood relief measures, for example.  Dr. Surminski referred to other models internationally 
under which the state does become involved in reinsurance, for example, or underwriting the 
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risk.  Are there other good models in Europe whereby the state becomes involved for the greater 
economic good because insurers will not take the risk of providing cover in certain locations 
for certain types of risk?  Does any state take the view that it is in its overall economic inter-
est to have insurance and that it will provide some backstop?  What are the best models in Dr. 
Surminski’s view?

Dr. Swenja Surminski: The best is always a tricky question.  In terms of the models that 
exist, in Spain there is an insurance pool that covers natural disasters and terrorism, and that is 
state-backed.  France has something similar.  It is almost like an insurance tax in that everybody 
who pays insurance pays an extra tax that funds the “Cat Nat” pool, as it is called.  Switzerland 
has a state-owned monopoly insurance body that handles natural disasters and risk.  In terms of 
balancing risk and risk management, the Swiss model seems to be doing quite well.  It is dif-
ficult to come up with a best system.

Deputy  Michael Creed: I thank our guests, Mr. Owens and Dr. Surminski, for their sub-
missions.  I have some questions for Mr. Owens.  Coming from Cork, I am familiar with the 
devastation that occurred in the city centre, and while I do not represent that area, I have some 
experience of flooding in residential areas and also flooding of businesses.  In respect of the 
experience in Fermoy, Clonmel and Waterford, to which Mr. Owens alluded, the quality of the 
works and the consequent re-flooding, have businesses in those areas been able to get insurance 
on foot of the success of the design and the works that have been completed?  He spoke about 
the memorandum of understanding.  That is fairly weak in terms of the amount of money that 
will go into the Cork flood defence scheme.

Second, we hear the continuous debate about climate change, rising sea levels etc.  That 
brings into sharp focus whether the predictions made at a particular time about flood risk through 
models and so on are a moveable feast.  A one in 100 year flood might be a much more recur-
ring likelihood now than it was 50 years ago.  In that sense, under the climate change agenda, 
one of the measures we are taking is retrofitting houses with insulation to improve their energy 
efficiency.  In response to rising sea levels and the increased likelihood of flood risk, is there a 
case for areas that are subject to recurrent flooding to have a programme of retrofitting premises 
with the optimum level of flood defence mechanisms available?  Mr. Owens made reference to 
new builds, but is there a level of retrofitting on individual premises that can mitigate problems, 
and what kind of costs would this involve?  On that basis, could the State enter into partnership 
with the insurance sector to work along those lines?

Mr. Lawrence Owens: There are a number of questions and I will go back to the initial one 
in terms of Fermoy and Clonmel.  We do not have empirical data from those areas in terms of 
the cover of flood insurance but I am aware anecdotally that it has not changed the goalposts.  
There are certain businesses there that did not have insurance prior to the work being completed 
and they are still in the same position.  It has not changed.  In terms of the one in 100 years 
timeframe, it is early days in respect of towns such as Fermoy and Clonmel.

In the second part of Deputy Creed’s question on the standard and quality of work, the OPW 
has the hydrologists.  They have the expertise and the track record historically of doing this type 
of work.  Their analysis, and the levels and quality of their work so far, has proved effective.  A 
comprehensive study was carried out by the OPW where 300 locations in Ireland were identi-
fied as particularly prone to flooding.  All of that data is now shared with the insurance sector.  
There is total transparency in terms of the data.  I am assured that the insurance sector itself has 
comprehensive data on the country’s insurance issues.  There is quite a benchmark level of data 
out there for the insurance sector.
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I agree with Deputy Creed on retrofitting.  Retrofitting could be done, certainly on a local 
basis, to build in resilience to one’s premises, whether through non-returnable valves for the 
pipe networks coming into the buildings or defence mechanisms on the side walls because, 
where one defends one’s premises and makes it as resilient and robust as possible, if one’s 
neighbour next door does not, it comes through the walls.  In terms of flooding, the weakest 
link in the chain will result in the domino effect.  However, at an individual level, there could 
be such initiatives, whether through a rate reduction or a local authority initiative in that area to 
assist businesses.  While that can help and would be beneficial, the local work on the individual 
premises coupled with the significant work on a macro scale by the OPW would deliver a much 
more resilient area, including individual premises.

Chairman: Dr. Surminski probably wishes to comment on what sort of retrofitting can be 
done.

Dr. Swenja Surminski: The retrofitting aspect is important, although there is still a lack of 
clarity in terms of assessing and evaluating the impact that process can have on the outcome of 
a flood.  In Ireland, there have been discussions on kite-marking certain matters.  For example, 
one installs certain measures and they are then officially approved which gives some assurance 
that they work.  There is also a human dimension.  Some of these measures require a person 
to be present in the facility to operate them and sometimes that is the weak link in making it 
in time for the flood.  There are certain aspects that need to be clarified but, by and large, there 
is strong evidence that resilient reinstatement or retrofitting is important and cost effective in 
many cases.

Another point I would highlight touches on the case of Cork, which seems an extreme 
example.  I know Cork is probably the most exposed city to floods in Ireland.  I am surprised, 
however, that so far the insurance industry has not spelled out its criteria or expectations for 
what constitutes a flood risk.  What usually happens in other areas of insurance is that certain 
conditions are set down and if one meets them, then one can expect to get insurance.  This cre-
ates a degree of transparency.  A business in a certain trade will know it will have to comply 
with certain conditions.  By doing so, it will get insurance.

This does not seem to be the case with flooding.  To me, this could be an avenue to creating 
a level playing field.  It could allow for clarity as to what from an insurance perspective must be 
expected of a business or a community in terms of flood prevention defences and retrofitting.  It 
would also ensure this is adhered to when it comes to the point of granting insurance cover.  I 
am a bit surprised that this does not seem to be in place in this case.

Chairman: Insurance Ireland will attend the committee later on.  We will certainly put that 
question to them then.

Deputy  Peadar Tóibín: How would Mr. Lawrence Owens measure the level of progress 
since the memorandum of understanding has been put in place?  Has the situation improved in 
any way?  He said the Government must provide more than understanding.  Will he be more 
specific as to what exactly it needs to do?

Mr. Lawrence Owens: There is the direct and the indirect situation.  With regard to invest-
ment and the locations, the Government certainly has a degree of leverage with the insurance 
industry for the work that has been completed in certain areas and which have proved effective 
so far.
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The word “understanding” is very vague and it gives much of the decision-making process 
back to the insurance industry.  I am well aware we cannot impose a position on the insurance 
industry and there has to be due diligence and assessment of risk.  As I said earlier, however, 
if there are individual and local flood defences with more resilience, coupled with a significant 
investment to provide flood defences for Cork, then, surely, the correlation must be insurance 
cover should follow.  It should be reasonable cover, not cover at an exorbitant rate which means 
one effectively does not have insurance cover.

Deputy  Peadar Tóibín: Is the Government hand-in-hand with the insurance industry?  
What is the level of co-operation between the two at the moment?

Mr. Lawrence Owens: I am not saying that for a moment.  All the information and databas-
es the insurance industry has requested, it has received from the OPW, Office of Public Works.  
One would swear I am working for the OPW but I am not.  The work it has completed has been 
to a very high standard, however.  Historically, the areas that have been completed have been 
somewhat to the very least resilient and it has a complete and comprehensive database.

The entire armoury is there for the insurance industry to make decisions that are reason-
able and fair.  There are issues in the health insurance sector such as equalisation.  That can be 
examined, as well as the flood schemes.  I know from talking to Dr. Swenja Surminski that it is 
not an absolute cure all.  There are, however, methods and strategies in the UK and Europe that 
provide a base to look at.  What we are doing now is ineffective and proving to be detrimental 
in providing opportunities for business development because it is putting roadblocks in place.  
Despite all the work done by the Government and local businesses, we still seem to be in ex-
actly the same situation, namely, we cannot get flood insurance.

Deputy  Peadar Tóibín: Is best practice being followed in the granting of planning permis-
sion in Cork?  I have heard a retail park is being built on a bog in Ballyvolane which will mean 
that a local estate, Brookvale, will become more vulnerable to flooding as a result.  Given that 
there are problems there, are we taking enough steps in planning to ensure we will not make 
problems worse in the future?

Mr. Lawrence Owens: We have a history of building estates or buildings in areas that were 
unsuitable and we are seeing the legacy of this in various locations in terms of increased flood-
ing.  I am not au fait with how the flood plain or the issue of flooding is taken into the planning 
design but it must be part of that process.  As we intimated earlier, any of the newer develop-
ments are usually resilient in terms of design and construction, particularly in the city island 
area.  Many new developments are coming on stream.  The critical problem is within the older 
buildings - the older, indigenous businesses.  It is incredibly difficult to install that resilience 
because it requires external work on the streetscape in terms of non-returnable valves or door-
steps and, as I said earlier, they are only as good as the weakest link in the chain of that network.

Deputy  Peadar Tóibín: I thank Dr. Surminski for raising the issue of climate change be-
cause it is the elephant in the room.  Often when we discuss climate change in this institution, 
we speak about it as a cost, but in fact not dealing with it is a cost.

In respect of the State and insurance companies, what is the incidence of the State providing 
direct insurance cover in these scenarios or competing against private firms to provide insur-
ance for these types of risks?

Dr. Swenja Surminski: It is fair to say that Ireland is an exception in terms of having a 
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purely privately based insurance system.  The UK takes a similar approach and although Scan-
dinavia leans more towards the private side, both Ireland and the UK are pretty much an excep-
tion because the state is involved in some form in most other European countries.  The state 
does this either through providing the re-insurance in order that the insurers come back and 
re-insure or actually providing the entire thing.  Spain would be an example of the latter course.  
In many countries, I would be asked how they can attract the private sector to do more while in 
other countries like Ireland and the UK, there is the question of whether the Government should 
be more involved.  The insurance industry in the UK has asked for more state involvement.  The 
initial suggestion was that the Flood Re scheme would be backed by the state and have a public 
guarantee behind it.  That has not happened until now.  It is not the official line.  It is unclear 
what happens once the fund gets overwhelmed.  If there were a major flood that would wipe out 
the fund, it is likely that the State would come in and provide some last resort backing.

Deputy  Peadar Tóibín: One of the concerns regarding that type of mixed scenario is that 
the State is in some way subsidising the private sector in that it is covering the costly end of the 
market and allowing profiteering in the more lucrative end of the market.  What is Dr. Surmin-
ski’s view on that?

Dr. Swenja Surminski: That is a concern.  We need to keep in mind that flood insurance is 
not provided here as a stand-alone product.  It is usually tied in with other insurance products.  
One does not go out and buy flood insurance.  It is usually part of an insurance package.  That is 
what makes it attractive for private insurance companies to provide it.  If it were a stand-alone 
product, I doubt whether the private insurance industry would be writing it or would be very in-
terested in it.  I always say that the industry does not make money on flood insurance alone so it 
is the high-risk end, as Deputy Tóibín says.  The industry makes it affordable and commercially 
viable by linking it to other insurance products it sells such as home insurance.

Senator  Aideen Hayden: Given that we have covered much ground, I will recap some of 
it.  Is Mr. Owens of the opinion, based on the best available knowledge, that Cork is adequately 
covered in terms of flood defences by the OPW’s work?

Mr. Lawrence Owens: No, I said that will be the case after the work has been completed.  
The plan is still going through the public consultation process.  It could take until 2020 or 2022 
for the plan that has been designed for Cork to be completed and the flood defence mechanisms 
to be in place, using the funding that has been earmarked.  According to all the expert opinion, 
the OPW’s design will provide a resilient flood defence system against a one in 100 year flood 
for Cork city.

Senator  Aideen Hayden: I am involved in a voluntary organisation with a premises on the 
South Mall which has been flooded twice in recent years.  Am I correct that no real, permanent 
outcome is anticipated until 2020?

Mr. Lawrence Owens: Absolutely.  Cork is where it has always been.  It is open to flood-
ing.  It is up to an individual premises to implement whatever defence mechanism it can.  If the 
atmospheric conditions occur, we will be flooded again.

Senator  Aideen Hayden: There is no immediate solution to the difficulty.

Mr. Lawrence Owens: No.  As I mentioned in my submission, over the next five to six 
years, the status quo in Cork will not change.

Senator  Aideen Hayden: We are discussing the longer-term situation.
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Mr. Lawrence Owens: Yes.

Senator  Aideen Hayden: Mr. Owens’s point is that there is no mechanism that obliges 
insurers to take into account remedial works that have been undertaken.

Mr. Lawrence Owens: If serious work has been done on an individual premises to make it 
flood-resistant, in so far as possible, there must be a quid pro quo by the insurance industry to 
consider the situation and offer a favourable level of insurance.  While most people running a 
business do not run out seeking insurance as a priority, it is a necessity.  As Dr. Surminski said, 
flood insurance is just one part of an overall insurance package but, unfortunately, it is the most 
complex aspect of insurance and, as we know in Cork, the most difficult to get.

Senator  Aideen Hayden: We have a very commercially-driven insurance market in which 
insurers will decide not to cover certain households based on their risk of flooding.  It is not just 
a Cork problem.  In Dún Laoghaire-Rathdown we have a major problem and have had flooding 
in a considerable part of the constituency.  Any insurance company can decline cover to any 
household based on excellent information provided by the OPW advising them as to where the 
flood plains happen to be.  Is that correct?

Mr. Lawrence Owens: The irony is that is very much the case and the information is out 
there.  If somebody requests an insurance quote, but his or her premises is on the red zone of 
the map, the insurance company will refuse.

Senator  Aideen Hayden: We have no appeals function, body or independent regulator of 
any description that allows people to report that they have been unfairly refused flood insurance 
despite the remedial works their local authority has done.  Am I correct?

Mr. Lawrence Owens: Yes.

Senator  Aideen Hayden: The first question is what we need to do to address it.  We have 
an entirely commercial market with no right of appeal from the average household, which is 
unusual in a European context, as Dr. Surminski has pointed out.  Is Dr. Surminski aware of any 
other countries in which there are appeals mechanisms by which an individual householder or 
business can appeal against an insurer’s decision not to insure?

Dr. Swenja Surminski: I am surprised that this seems to be the core of the problem here, 
given that in most countries, including the UK, the insurance industry would say not enough is 
being done and would be working - in the case of England with the Environment Agency - to 
identify the schemes and the needs for investment.  Again, I am surprised this does not seem to 
be the case here because it seems logical.  There is a huge interest for insurers in making sure 
those investments go on because, ultimately, insurers want to write business.  For an insurer not 
to write business might occasionally be a good decision but, ultimately, it is in business to write 
business.  Therefore, I am a bit surprised.

Senator  Aideen Hayden: That brings me to my next point, which was also raised by one 
of my colleagues.  Obviously, in a totally commercially driven insurance market such as we 
have here, insurance companies plan to make profit.  Therefore, they cherry-pick the easiest 
targets and leave behind the old and the sick as much as they possibly can, in this case, the 
flood-ridden.  Is there enough competition in the Irish market at the moment or is it too narrow 
in so far as it is allowing insurers to simply cherry-pick the best business?

Dr. Swenja Surminski: That is an interesting idea.  One could argue that, if a certain region 
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is being left out, there is a business case for someone to come in and provide insurance cover 
there.  In that context, one could argue that certain highly specialised niche insurers might want 
to consider that region.  However, I want to add a word of caution here.  Insurers obviously 
have to decide how much risk they can take on, and they are heavily regulated in terms of en-
suring they are actually making a sound decision on that.  They also have to be able to say, for 
example, in regard to a decision to write insurance cover in Cork, how the work that is being 
planned affects risks this year, next year or in two years’ time.  Insurers are very much looking 
at the next 12 months when they consider underwriting.  Some people would almost call this 
market failure because a lot of the flood risk work is more in the medium and longer term while 
the insurance focus is on the next 12 months.  It is sometimes hard to argue that an investment 
or some remedial work that is going on will have an impact within the next 12 months.

Senator  Aideen Hayden: I will conclude by making a comment more than anything else.  
While I do not have any statistics on this, it is my experience that premiums overall in this 
country went up considerably in the past 12 months.  One point to bear in mind is the idea raised 
earlier of a levy on all insurance policies to protect areas where it is particularly difficult to get 
insurance.  We must bear in mind that this is already part of the lexicon here in that all insurers 
in the country are currently paying for the failure of Quinn Insurance, so it is not something we 
should rule out.  It is also important to make the point that a lot of the flooding that happens 
in the country happens because previous administrations, planning bodies and so on allowed 
building on flood plains that should never have been permitted.  There is a State responsibil-
ity for insurance.  I would ask the Chair that some of these points, particularly in regard to the 
models that are pursued in other countries, be brought to the attention of the relevant Minister, 
the Minister for the Environment, Community and Local Government.

Chairman: We can certainly write a short report and send it to the relevant Minister.  I call 
Senator Barrett.

Senator  Sean D. Barrett: I welcome our visitors from Cork and London, respectively.  To 
deal with Cork first, the word “not” really jumped out of Mr. Owens’s statement that “the pro-
posed works will not reduce the risk of flooding sufficiently to allow [the insurance companies] 
provide flood cover”.  I had been thinking of the no claims bonuses and so on, but they cannot 
even get cover.  Why is it that we spend €55 million on a project yet the insurance industry says 
there are no benefits, certainly not any it is willing to acknowledge?

Mr. Lawrence Owens: That is the kernel of our concern.  As I said earlier, despite huge 
investment on the part of a body that has a significant track record in terms of this work, we re-
main in exactly the same situation.  That is the frustration in terms of business.  In terms of eco-
nomic impact, this is a road block in terms of potential development and investment in Cork and 
other areas.  It is frustrating that despite investment of ratepayers’ money in a particular area - in 
this case Cork - the situation remains the same.  To me, it is a case of getting retaliation in first.

Senator  Sean D. Barrett: Many previous road projects have been the subject of cost ben-
efit analysis.  I have never heard anybody dispute the major benefits of that analyses in terms of 
time savings or accident reductions.  Why are the benefits of this project not accepted?

Mr. Lawrence Owens: Anybody can look at the plan of a project and pick holes in it or take 
the view, from a blueprint point of view, that it will not be effective and will not deliver within 
the compass of what in their view would be suitable for a city or location.  We believe that is 
unreasonable and unfair.  It certainly does not reflect well on the competency and standard of 
work carried out previously by the OPW.  It is a very invidious position that the insurance in-
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dustry have taken up.

Senator  Sean D. Barrett: Perhaps Mr. Owens would elaborate on the 2014 flooding event 
in Cork.

Mr. Lawrence Owens: The event in 2014 was probably not as bad as the 2009 event in that 
it was mainly a tidal flood.  Cork is subject to fluvial and tidal flooding.  Once the atmospheric 
conditions, in terms of high tide, rain and pressure, reach a critical point, the water comes back 
up the channel into the River Lee and is forced back upwards literally everywhere.  It comes 
back up through the normal pipe network and overflows the quay walls resulting in a Doomsday 
situation.  While it is the case that water flows up the street and in doorways it also comes back 
up through whatever public services are in a building, leading to flooding from the inside out 
too.  For this reason, defences have to be external and internal.

Senator  Sean D. Barrett: Was that a normal event in terms of flooding in Cork?

Mr. Lawrence Owens: The 2014 event was not the worst but it was quite a significant 
event.  The 2009 event was cataclysmic in terms of the volume of water.

Senator  Sean D. Barrett: Have the administrative problems of 2009 been addressed?  To 
the outsider it appeared communications between the ESB, Cork Corporation and Cork County 
Council were a shambles.

Mr. Lawrence Owens: As the 2009 flooding event is a matter of litigation it would not be 
wise for me to comment further on it.

Senator  Sean D. Barrett: Travelling by train one can see the flood plains around the Ma-
hon area and between Cork city and Cobh.  Why are there flood plains and land not subject to 
flooding within a few miles of each other?  Is there something wrong in terms of management 
of particular areas?

Mr. Lawrence Owens: The OPW plan for the Cork catchment area proposes the reintro-
duction of particular areas of land back into the flood plain.  From a layman’s point, the plan 
sets out not only the physical defences that will be provided within the city but the areas to be 
reintroduced back into the flood plain area and the putting in place of a comprehensive tech-
nological advice system for business and property owners.  The plan is very broad based and 
addresses issues such as defences, the flood plains and advice and management.  When people 
are warned about possible flooding they are better able to prepare for it.  In terms of the overall 
plan, we have to be better at everything we do.

Senator  Sean D. Barrett: There were particular complaints about the flooding in Black-
pool, which it has been stated arose because of a blockage of a stream.  I presume that was the 
result of human error and was not a problem that could have been remedied by the OPW.

Mr. Lawrence Owens: As stated earlier by Senator Hayden, a degree of work remains to be 
done in terms of management of our rivers and how we control them.  The flooding problem can 
only be addressed by way of the putting in place of an effective defence mechanism and proper 
management.  In the vast majority of cases this is being done.  The opposite side of the coin is 
that the insurance industry will have to acknowledge the degree of initiative and effort from a 
business and local government point of view in terms of the development of the plan and will 
have to stand up to the mark in that regard.  It has a social responsibility to do so.  I accept the 
insurance industry is a commercial business.  I have no problem with anyone making a profit 
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but there is also a social element to this.

Senator  Sean D. Barrett: Was the cost-benefit analysis of the project published and fur-
nished to Mr. Owens’s members?

Mr. Lawrence Owens: The OPW is still in the process of a comprehensive public consulta-
tion.  The documents are open to the public for scrutiny.  One of the reasons we are here is for 
the analysis of the insurance industry of the documentation and the plan so far.

Senator  Sean D. Barrett: The two papers Dr. Surminski sent us contain very important 
information.  Page 15 of the 2014 paper states there is no formal requirement for insurance 
providers to share flood risk information with their customers or the government.  This is some-
thing a committee such as this would be quite taken aback to read.

Dr. Swenja Surminski: Senator Barrett has referred to the new Flood Re scheme in the UK 
and that is a really weak spot.  There is an expectation from the government and the regulator 
that, quite naturally, insurers would want to share risk information with their customers, but the 
government and the regulator do not see it as their obligation to instruct them to do so.  This is 
why there is no formal requirement.  It is a weakness because it is such an obvious first step to 
ensure whoever is exposed gets the information, whether from insurers or those handling flood 
risk, because it needs to be shared.

Senator  Sean D. Barrett: The papers will be most useful when we come to assess this and 
I thank Dr. Surminski for them.  Property protection measures are dealt with on page 16, which 
states there are no formal mechanisms to advise policyholders about the options under standard 
operating procedures.  Senator Hayden spoke about the amazing record the insurance industry 
in Ireland has of going broke repeatedly and having to be bailed out.  If we have to set up rules 
by which it conducts itself whereby it might actually be solvent, may we borrow this from Dr. 
Surminski?

Dr. Swenja Surminski: The response I received with regard to Flood Re was this would be 
seen as micromanaging the insurance approach and it was not deemed necessary.  I very much 
concur that in the case of flood insurance where problems exist and there is a need to guide and 
set principles, it is a missed opportunity.

Senator  Sean D. Barrett: It is micromanaged but it comes up through the basement in 
Mr. Owens’s premises.  Dr. Surminski’s paper deals with granting improved terms or reduced 
premiums to those who take risk reduction measures or benefit from defence structures.  These 
are considered to be the most obvious form of financial incentives that insurance can create and 
is the main reason risk-based pricing is widely advocated among risk reduction experts.  Dr. 
Surminski states this will happen in Scotland, and resilient reinstatement should be the norm in 
flooded properties, therefore the benefits about which Mr. Owens has told us should be incor-
porated into insurance.

Dr. Swenja Surminski: When it comes to reinstatement, it is clear a building has been 
flooded so it is quite likely it will flood again.  If there is a very clear case, which has been 
appraised and on which a cost-benefit analysis has been done, flood risk should be considered 
when repairs and building work are done.  The problem at present is this usually increases the 
claims cost, which means reinstating a house in a flood resilient way is more expensive than 
reinstating it as is.  The question then raised is whose obligation it is to pay for the increase in 
cost and so far insurers have stated unless they are required by building codes or regulation to 
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reinstate it they will not do so.  That is another example.  There might be a case for intervening 
and setting the principles.

Senator  Sean D. Barrett: I thank Dr. Surminski.  It would be useful if she could send those 
papers to the Governor of the Central Bank because we are trying to come to terms with the 
regulation of all financial institutions in Ireland, as she knows.  What she has to say would be of 
great interest to him.  I commend her on the work she has done and thank her for her presenta-
tion today.

Chairman: Through the secretariat, we can refer those papers to the Governor of the Cen-
tral Bank on the recommendation of the committee.

Senator  Sean D. Barrett: I thank the Chairman.

Minister of State at the Department of Health (Deputy Kathleen Lynch): I really appre-
ciate Chairman’s and members’ forbearance in allowing me to contribute.  I was watching the 
proceedings on the monitor in the office and feel there are some points we may need to clarify.

Unless one knows Cork very well – a few of us around this table do – one might think the 
entire city was under water all at once.  That is actually not true.  Although there were floods 
in Blackpool, the city centre and Douglas, these were three separate events, even though the 
Blackpool area flooded several times.  It is important to understand how the city floods.  The 
water does not always come over the quay walls.  The water rises because it is a tidal city and 
is between two rivers, which is important to realise.

When young people were experiencing difficulty getting insurance for their cars a number 
of years ago, we set out a mechanism to address this and to put in place an appeals system.  This 
was to ensure they could get insurance and it had the dramatic effect of lowering the cost.

I understand fully that insurance companies would be reluctant to include flood abatement 
measures after a premises has been flooded.  Mr. Owens will know that when people start to 
reinstate their premises after a flood, particularly if that premises is a food outlet, such as a res-
taurant or delicatessen, they protect against the possibility of a recurrence themselves, where 
they can.  What happens once might not necessarily happen the next time round.  On the last 
occasion, a particular premises was very badly hit because sewage came up.  As it was a food 
outlet, one can imagine the consequences.  What I have described happens anyway in that re-
tailers bear the cost of the additional measures, which is important to realise.

Although the OPW is doing what it needs to do, including engaging in ongoing consulta-
tion, creating flood plains and taking other measures, I am never certain how a tidal river can be 
controlled.  I am never certain about it because, as has been said, the two causes of flooding can 
sometimes come into play at the same time.  However, greater minds than mine will tackle that.

People clearly cannot continue to operate their businesses without insurance, although I 
know many do.  It must be a cause of constant worry to them.  A sinking fund or the type of 
mechanism we put in place for young drivers refused by three insurance companies should 
come into play in this instance.  It needs to happen while the project is being worked on.  I am 
not certain whether that makes any sense or whether it would be one of the suggestions the 
delegation would make, but we must consider it.  It was not just the city centre.  It involved the 
two major commercial areas in the city that were flooded, and they are a distance apart.  One 
did not necessarily affect the other at that time.
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There is another issue in terms of who controls and manages the waterways.  That is not 
clear.  The city council will come out and throw the grappling hooks under the bridges and try 
to get out as much as it can.  Waterways Ireland manages the waterways to a certain point within 
the city.  That clarity must come about.  Who exactly is responsible and what is the plan for the 
management of the waterways?  As a result of high tides, heavy rainfall and the release of water, 
there will be times when there will be flooding no matter how clear are the waterways.  That can 
be managed and explained, and people understand those circumstances.  They may not accept 
them but they understand them.

With respect to solutions, how do we manage to remove risk from people while work is on-
going?  When the work is completed, how can we force insurance companies to insure people 
who have done all in their power to ensure the damage does not happen again?  Senator Barrett 
is quite right.  I can have five crashes on the road up and back from Dublin but no one would 
ever refuse to give insurance because of that.  There is a significant difference and it must be 
about how we ensure people can get cover to continue trading.  If this is not done, there will be 
an impact on the commercial life of the city, and it will suffer as a result.  I would like to hear 
the views on the solution.  We can examine the problem from now until Christmas but what are 
the solutions?  How will they come into play?

Mr. Lawrence Owens: I compliment the Minister of State’s knowledge of the potential 
areas for flooding and she is absolutely correct.  With respect to inbuilt resilience, she is correct 
that businesses would have placed an onus to invest an extra portion, but that must be controlled 
with some degree of logic.  Even if businesses do the work, they may not get the credit with an 
insurance spin-off.  There should be an agreement to put this in place from a legislative perspec-
tive, so if someone does A or B, there will be recognition of that from the insurance company.  A 
voluntary process is still not good enough.  The Minister of State is correct that the process has 
begun.  Food businesses have a particular difficulty as the water that comes up is sewage water 
and it is polluted, so the entire building must be reinstated to a certain specification.  There must 
be an agreed guideline and benchmark that the insurance industry can live with and which is in 
line with best practice in terms of the Government’s understanding.  It must be managed in this 
way.  That would be a help but currently the process is just blowing in the wind with respect to 
what particular businesses do.

The Minister of State is correct about flooding in Cork.  Blackpool is a particular area sub-
ject to flooding.  One of the reasons is a lack of maintenance and she was quite right to highlight 
the waterways coming to Blackpool.  Much of the water was cleared by local businesses to en-
sure water flows back to the Lee rather than flooding Blackpool.  A combination must involve 
better management of waterways but the Minister of State is also correct in stating there is a 
lack of clarity about who controls the waterways.  It is a case of it being one party or another but 
nothing happening, leading to it being someone else’s problem.  There must be understanding 
as to whether Waterways Ireland or the local council is responsible.  If no one is responsible, no 
one does anything.  That is a concern that we must clarify.

Some of the solutions are already there in plans, particularly for Cork, and they are on the 
conveyor belt to be rolled out.  There are certainly areas with which we can examine models 
from the UK or elsewhere that have potentially effective strategies for introduction.  One can 
cherry-pick what is out there.  In some countries, adverse selection is not allowed; an insurance 
company cannot refuse insurance.  I believe that applies in France and Belgium.  There are 
certainly areas we can examine where countries are doing it better or being more efficient.  We 
can put our own efficiency in place in terms of our strategy and how we plan to go forward and, 
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through a combination of those, we can try to resolve the problem.

Again, for the next six years at least, if the status quo continues, there will be no insurance 
cover for the vast majority of businesses in Cork, irrespective of what they do to their premises.

Chairman: Dr. Surminski, I will ask Deputy Spring to make his contribution, after which 
you may respond.

Deputy  Arthur Spring: On this occasion Cork and Kerry are quite alike, without having as 
many All-Ireland medals.  That is particularly so in Tralee, Ballylongford and the Cashin, which 
are prone not only to river flooding but also to tidal flooding.  The enormity of the infrastructure 
that is required to protect it is such that it is probably beyond comprehension both financially 
and geographically.

I wish to make a number of points.  One is the inability of people to access insurance due to 
the OPW maps which point out areas that are open to risk and areas that have potential under 
the catchment flood risk assessment and management, CFRAM, programme, which is the study 
undertaken to identify areas that are potentially open to more flooding in the future with the 
increasing levels of tides and sea levels.  Insurance companies have identified these and are not 
allowing any insurance in these areas at all.

Mr. Owens referred to France and Belgium, where people cannot be denied insurance.  I 
am of the opinion that there should be not so much a sinking fund as that everyone should have 
access to insurance.  However, people can be denied insurance by the fact that the price of the 
insurance can be too onerous.  It can be extortionate in nature and essentially push a person 
away from taking it on.  Will Dr. Surminski say whether there is a cap and collar mechanism in 
place whereby there is a percentage insurance companies can make on individual homes, more 
so than businesses?  We have given a great deal of time to discussing businesses.  However, 
business has the ability to trade its way out of the problem at some level, but individuals do 
not have that ability.  The valuation on a house, especially for the fair deal scheme, access to 
houses, the ability to re-sell individual homes and the ability to trade up and trade down, which 
the Government is trying to encourage, are all enormously affected by whether one’s house is 
in such an area.  Are there tax incentives in other countries as well?  Dr. Surminski referred to a 
Swiss scheme earlier, whereby there was state involvement in the protection and in the payment 
thereafter.  Will she explain a little further how that works?

Currently, there are people in this country who do not have access to insurance and their 
homes are increasingly prone to flooding.  The industry as a whole appears to be socialised 
when it goes into a default position of collapsing, as we notice from the levies imposed here, 
but when an insurance company is in a position to privatise and alleviate higher risk, it does 
so to the detriment of society.  Cork has been mentioned a great deal at this meeting, but the 
problem is getting worse in my area.  I know the witnesses do not wish to cite an example, but 
we will have to do something about this.  If Dr. Surminski could give us some type of roadmap, 
we could diverge from that along the way.  What does she think is the best thing for Ireland to 
do at this point?

Dr. Swenja Surminski: On the specific questions about Cork and what could be done about 
the immediate situation of businesses not being able to access insurance, I refer to my earlier 
comment.  In the case of Cork I have not followed the discussions and my suggestion might 
have already happened.  The first suggestion would be to get the insurance industry, business, 
counsel and local stakeholders around a table and for everyone to be transparent about flood 



Joint Committee on Finance, Public Expenditure and Reform

19

risk.  Do we all share the same information about flood risk?  If we do not, it could be one of 
the reasons there are different levels of flood risk information.  In certain cases in England, 
Members of Parliament got involved because some of their constituencies received conflicting 
flood risk information and public flood risk maps showed something different from what the 
insurance flood risk maps showed.  The question arose of how to manage that.  I would suggest 
an open discussion to ask if everyone agreed on the level of flood risk and whether everyone 
agreed on what was in the pipeline in terms of defence work and flood risk management work.  
On that basis it should be fairly logical to establish what insurers would deem acceptable in 
terms of flood risk at a business level.  We could then build on that.  It might have already hap-
pened but it seems to me to be the logical first step.

We also need to be careful not to jump to the conclusion that more State intervention is 
what is needed.  My rule is that there is a justification for state intervention if access to insur-
ance is blocked and if that has a detrimental impact on home owners, business owners and the 
like.  After the 9/11 attacks, terrorism cover was not available and a lot of businesses ceased to 
be able to trade so a state solution was put in place immediately.  Before we in Ireland can say 
we are at such a moment, we need to ask what the blockages are which prevent insurance from 
being available.  I get the impression it is not the lack of flood risk management and invest-
ment, though usually the first thing one hears from the community and from insurers is that not 
enough is being done to manage flood risk.  This meeting gives me the impression that this is 
not the problem but we do need to investigate the blockages before we draw the conclusion that 
there is a case for the State to intervene.

I was asked for certain examples.  One thing that came to mind is that Germany, after its 
floods of two years ago, put in place a mechanism in which local businesses and home own-
ers could only access public compensation money if they could prove that they were not able 
to insure themselves.  In a way, Germany faces almost the opposite problem to us in that the 
insurance take-up is very low.  A point was made about the car scheme for young drivers who 
were not able to get insurance and one could imagine something similar being put in place as an 
immediate backstop.  First, though, we need to understand what the real blockages are because 
I am not convinced we really understand them as yet.  

Deputy Spring asked what we could do to influence the price or availability of insurance.  
There are examples of schemes whereby subsidies are given to people facing higher flood risk 
and flood insurance bills because they live in higher-risk areas.  In the US they have such subsi-
dies and one can claim support which goes straight into one’s flood insurance premium.  It is a 
linked system whereby the state subsidises a person’s flood insurance bill.  Rate controls could 
be set by setting a cap.  In that way one could say flood insurance is capped.  There is an overall 
rate that could be linked to flood risk levels.  For example, if one lives in a one in 100 year flood 
zone, the price is X.  That is what is being tried with Flood Re in England, but it is being linked 
to council tax levels.  Basically, one’s council tax determines what one pays for flood insurance.  
The problem that creates is that it is not linked to the flood risk issue.  I think there needs to be 
at least some way of linking it back to the flood risk, not just the council tax band.  There are 
some examples and options as to what one can do.

Deputy  Tom Barry: I agree with many of the contributions made.  We have a particular 
problem in Cork with OPW maps, as stated earlier.  Consultation is taking place.  A private 
company is doing the mapping and people are giving their observations.  Many of these flood 
plains have been viewed from the sky and are computer generated models but are completely 
inaccurate on the ground.  Funds have not been put in place to determine whether the map is 



20

Flood Risk Insurance Cover: Discussion

correct.  Once the map is generated, it creates problems.  In my own locality many people were 
unable to get insurance cover.  On these maps, the flood plain finishes in the centre of a hill.  
Water has never travelled uphill before and will not in the future, unless something odd hap-
pens.  It is embarrassing trying to defend such a map.  Certainly for people looking for insur-
ance it is major concern as their biggest asset is their house.

I am well aware of the position in Cork city, having been a member of the council at the time 
it flooded.  It was a shocking situation.  The library was due to open on the day of the flood-
ing.  The university was completely damaged.  All its computers system had been placed on the 
ground floor, where the racetrack had been, and massive sums of money were lost.  The State 
will be dealing with that issue but the problem as I understand it is that nobody said it was his or 
her fault.  They turned around and blamed everybody else and are still doing so.  Great damage 
was done.  We cannot put our finger on it and point out the chain of events but we need to look 
at how each person in each section could modify their behaviour to make sure this does not hap-
pen.  We heard all kinds of stories about the dam being opened and cascades of water coming 
down.  I am not sure how one gets people to take responsibility but public engagement is very 
interesting.  Perhaps we should have a sinking fund - pardon the pun - similar to the fund for 
uninsured drivers where if one is unlucky to have a crash, there is a way of getting compensa-
tion.  I agree there are blockages in terms of ownership.  How does one get compensation?  If a 
person looks for insurance cover and cannot get it, there should be a place to send that person 
before the event, rather than the person saying afterwards that he or she was looking for it and 
is now looking for compensation.   That person is already in the middle of a traumatic event 
without them having to look for paperwork they may not have.

There are now many apartment blocks very close to the River Lee in Cork city.  The car park 
can get flooded and possibly the first floor of the apartment block.  While those on the second, 
third and fourth floors are not flooded, they have a responsibility, through their management 
agency, to provide for the structure of the building.  They will get insurance cover by virtue 
of being on the higher levels but there must be some way of involving the owners who have a 
responsibility for flooding.  It is a complex issue.  I thought we in Cork were the only people 
dealing with this situation but there are others involved.  Unless we put some structure in place, 
this is going to be a talking shop for a long time to come.  I agree with the principle that insur-
ance should be widely available.  The witness says in point five that it has to be practical and 
deliverable.  If it is not practical, this will continue and I do not believe anybody wants to see it 
continue, but we do not want to create a situation where the State takes on all or undue risk and 
it is offloaded by insurers who think the State is an easy touch.  We can all see the problems but 
I wonder if some Department will take it up.  Maybe it is for the local authority to take it up in 
the first instance and try to become the effective people to change this and get it correct.

Chairman: The OPW is making a presentation at 2.15 p.m.

Deputy  Tom Barry: I am aware of that but we have been having this battle with the OPW 
for years.  The solution has not happened yet.  I do not believe the OPW has created solutions 
in time so we may need to bring local authorities and Departments in to place.

Chairman: We will have that discussion at 2.15 p.m.  I will allow the witnesses to answer 
the Deputy’s questions.

Mr. Lawrence Owens: The Deputy is correct that there are question marks in terms of 
the accuracy of the entire CFRAM document, which is a comprehensive study.  It was to have 
given the insurance companies more data with which to make informed decisions on whether 
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they can say “Yes”, but ironically it has given the insurance companies a bigger argument 
with which to say “No”.  The answer cannot be achieved without the insurance industry being 
absolutely involved in the decision-making process, but we must look at agreed standards of 
internal construction or defence mechanisms within each building, which should be part of the 
insurance companies’ pitch for customers’ policies.  That should be agreed with Government 
involvement.  We have guidance for structures of agreed standards and benchmarks for busi-
nesses, which is assurance for the insurance industry.

We all want this to work but I do not believe the State is a get-out-of-jail card.  It has a gov-
ernance role.  The combination of logical, agreed standards from best practice and knowledge 
in the OPW, or whoever would provide that information, would be helpful.  Dialogue and dis-
cussion are also helpful because once there is an episode, there is an inundation of visitations, 
and Cork is no different from anywhere else.  We get tremendous degrees of concern but then 
the floods dry up, the river moves on and we are back in the same situation.

We need to look actively at some resolution to the problem.  It is an issue for inward invest-
ment and for business development throughout the country.  It is a roadblock we need to take 
out of the way.  How it is done may be a combination of what can be done from a business 
perspective.  There is an onus on individual businesses, on the Government to control it, on In-
surance Ireland to be reasonable and fair in its methodology and on looking at agreed standards 
in design, construction and enforcement.

Dr. Swenja Surminski: Insurance is not just the insurance industry.  Insurance is an in-
strument that can be provided as social insurance, as public insurance, or privately provided.  
Insurance per se plays the role of transferring risk and taking the bad risk away so people can 
undertake their business or lead their daily lives and protect their assets.  It also has another role 
which is important.  It can send risk signals.  It can point out where risks are.  That is a really 
important role but it requires transparency and trust.  I sense that this is not the case here.  The 
way this risk signalling is played does not seem to be very effective in the insurance industry at 
the moment.  From what Mr. Owens is saying, people just get the message: “We do not insure.”  
It is important to make sure that risk signalling can work properly.  Hard decisions will have 
to be made regarding whether it will be possible to protect everybody and every business and 
how we will move forward.  I sense that is a very difficult discussion for certain areas that are 
already quite exposed, but that will not go away.  It is important to get clarity and transparency 
now because the issue will not go away and in ten years’ time we might have a similar discus-
sion in other areas of the country.

Chairman: Actually, Dr. Surminski gave a series of recommendations in her submission 
which we did not get to read out.  She looked at clarity on insurance costs and what they can and 
cannot deliver, and openness about costs.  Flood plain maps come into that as well.  I might put 
her eight questions to Insurance Ireland and ask it to answer them.  If we got answers to some of 
Dr. Surminski’s recommendations from the insurance companies, it would form a very strong 
basis for our own report.  If she does not mind that, I will use her questions.

Dr. Swenja Surminski: Sure.

Chairman: This has been a very comprehensive and useful discussion.  On behalf of the 
committee, I thank the witnesses, Mr. Owens from the Cork Business Association and Dr. Sur-
minski from the LSE, both of whom had to travel some distance to meet with us, for participat-
ing in this meeting and for the material they supplied to the committee.  We will be speaking 
with representatives from the OPW and Insurance Ireland this afternoon.
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  Sitting suspended at 1.45 p.m. and resumed at 2.25 p.m.

Vice Chairman: Before we begin I remind members that we deal with correspondence and 
other agenda items in private following this session.  This is session B, involving representa-
tives from the Office of Public Works and Insurance Ireland.  The purpose of this session is to 
continue our deliberations on the issue of the provision of insurance in areas at risk of flooding 
and subsidence.

I welcome Mr. Tony Smyth, director of engineering services, and his colleague, Mr. Brian 
Brogan, from the Office of Public Works.  I also welcome Mr. Kevin Thompson, chief execu-
tive of Insurance Ireland, and his colleague, Mr. Michael Horan.  The format of the session 
involve Mr. Tony Smyth making some opening remarks followed by Mr. Kevin Thomson.  A 
question and answer session will follow that to clarify any matters.

I advise the witnesses that by virtue of section 17(2)(l) of the Defamation Act 2009, wit-
nesses are protected by absolute privilege in respect of their evidence to this committee.  If they 
are directed by the committee to cease giving evidence on a particular matter and they continue 
to so do, they are entitled thereafter only to a qualified privilege in respect of their evidence.  
They are directed that only evidence connected with the subject matter of these proceedings is 
to be given and are asked to respect the parliamentary practice to the effect that, where possible, 
they should not criticise or make charges against any person or persons or an entity by name or 
in such a way as to make him, her or it identifiable.

Members are reminded of the long-standing ruling of the Chair to the effect that they should 
not comment on, criticise or make charges against a person outside the House or an official 
either by name or in such a way as to make him or her identifiable.

Mr. Tony Smyth: I welcome the opportunity to address the joint committee on the impor-
tant issue of the provision of flood insurance and the difficulty in providing insurance to people 
who live in areas most at risk of flooding and subsidence.  The Office of Public Works has a 
specific role in the exchange of information with the insurance industry on flood risk and flood 
defence matters.  The OPW has no responsibility for the oversight or regulation of the insurance 
industry, insurance matters generally or for issues of subsidence.

I will outline for committee members the OPW’s responsibilities in the area of flood risk 
management to be helpful.  Following the strategic review of flood risk policy in 2004, the 
OPW was assigned the lead co-ordinating role for flood risk management in Ireland.  At the 
core of the OPW’s work is the objective of reducing, to the greatest extent possible, the level 
of flood risk to people, property, infrastructure and the environment.  In the context of its role 
and responsibilities in respect of flood risk management, the OPW delivers services through the 
following four key areas: strategic planning to manage flood risk in future under the catchment 
flood risk assessment and management, CFRAM, programme, which also ensures that Ireland 
is in compliance with the EU floods directive; a programme of capital investment to address 
existing flood risk to properties and infrastructure through major and minor flood relief projects, 
which are delivered largely in partnership with local authorities; programmed maintenance 
of arterial drainage and urban flood relief schemes completed by the OPW under the Arterial 
Drainage Acts; and an advisory role to the Department of the Environment, Community and 
Local Government as well as assisting the public to prepare and recover from flooding.  In car-
rying out its functions, the OPW works in close co-operation with other State bodies, princi-
pally the local authorities, which have key responsibilities in the area of flood risk management 
in the country as well.
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I am keen to discuss the memorandum of understanding with Insurance Ireland as part of 
the agenda for today’s meeting.  The Government has agreed that the current strategy of the 
OPW investing in flood defences and flood defence schemes in the worst-affected areas as well 
as the CFRAM programme represent the most cost-effective solution to the difficulties faced 
by people from flood risk, including the difficulty of obtaining insurance cover.  To support 
the regular exchange of information between the insurance industry and the OPW in respect of 
flood defence works, a memorandum of understanding between Insurance Ireland, the repre-
sentative body for insurance companies in Ireland, and the Office of Public Works was signed 
on 24 March 2014 following some 14 months of work, including detailed technical work on the 
format of the data to be provided by the OPW to Insurance Ireland.

As I indicated earlier, the OPW has no role or responsibility regarding the oversight or regu-
lation of the insurance industry.  The memorandum of understanding between the OPW and 
Insurance Ireland has a specific focus to agree a basis on which information can be provided 
to the insurance industry on flood relief schemes completed by the OPW and the standard of 
protection offered by those schemes.  While it is accepted that the provision of cover, the level 
of premiums charged, and the policy terms applied are a matter for individual insurers, the 
memorandum notes the OPW requirement that, when assessing exposure to flood risk, insurers 
take full account of information provided by the OPW on completed flood defence schemes.

The memorandum is also focused on the provision of data by Insurance Ireland to the OPW 
about areas impacted by flood loss.  The memorandum of understanding will not guarantee the 
availability of flood risk cover in the locations concerned.  The memorandum came into effect 
on 1 June 2014 with an initial tranche of data provided by the OPW to Insurance Ireland in 
respect of 12 completed flood defence schemes, showing the design, extent and nature of the 
protections offered by these works.  A list of these schemes has been provided to the committee.

Insurance Ireland in early 2015 provided some general and provisional data to the OPW 
about current levels of flood cover for households and businesses affected by these 12 schemes.  
The provisional data provide early indications that flood risk insurance is widely available in 
areas where flood relief schemes have been completed by the OPW.  A more definitive break-
down on the provision of flood insurance risk will not be available from Insurance Ireland until 
after June, when a full renewal cycle has been completed following the coming into effect of 
the memorandum.

Following receipt of these provisional data, the Insurance Ireland-OPW flood working group 
met, with the Department of Finance joining the group for that meeting.  A meeting took place 
on 3 March 2015 and the next meeting is scheduled for later this month.  The OPW expects 
metrics on the additional insurance coverage that results from the construction of flood defence 
works will become available as part of the ongoing exchange of information with Insurance Ire-
land.  Since the last meeting, the OPW and the Department of Finance have been in consultation 
on the subject of required clarification in relation to these initial data and further information 
we wish to have included in the data gathering work undertaken by Insurance Ireland.  We will 
write to Insurance Ireland to set out some of those issues.

The arrangements set out in the memorandum represent an ongoing process.  In January 
2015, data on a further four flood relief schemes, provided to the committee in an appendix to 
the statement, was communicated by the OPW to Insurance Ireland in the agreed format and 
data on further completed schemes will be provided in due course.

Ultimately, it is a matter for the insurance companies to decide how they will use the infor-
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mation provided on completed flood defence schemes.  As part of the process, they are com-
mitted to taking the information into account in their assessment of risk and it is hoped that this 
will facilitate the provision of flood insurance cover in areas that are protected by completed 
schemes.

In conclusion, the OPW is committed to doing all it can across its four key areas of activity 
within available resources to identify and prioritise the measures necessary to manage the risks 
from significant floods.  Our work is towards the core objective of reducing, to the greatest ex-
tent possible, the level of flood risk to people, property, infrastructure and the environment.  The 
data exchange between the OPW and Insurance Ireland, through the memorandum, is a means 
of measuring the outcome and the impact of the Government’s current policy and investment in 
this area.  I am happy to take any questions from committee members.

Vice Chairman: The next contributor is Mr. Thompson.

Mr. Kevin Thompson: Insurance Ireland prepared the following brief statement.  On be-
half of the members of Insurance Ireland, I welcome the opportunity to address the joint com-
mittee on the provision of insurance in areas at risk of flooding and subsidence.  Insurance 
Ireland, the leading voice of insurance, represents 95% of the domestic insurance and 85% of 
the international life insurance market.

Insurance Ireland members pay out more than €5.4 billion in claims each year to Irish cus-
tomers and contribute over €1.6 billion in tax to the Exchequer per annum.  Property claims 
costs exceeded €400 million in 2013.  There were over 100,000 property claims in 2013 when 
one adds up the cost of claims arising from all insured perils.  Household and small business 
policies are package policies covering a range of perils such as fire, storm, flood, theft, subsid-
ence, and escape of water, such as burst pipes following a freeze.  We have experienced 14 
major weather events since 2000.  The claims cost of these events are highlighted in the sub-
mission to the committee, with the largest for flooding costing €244 million in November 2009.  
The total cost of claims for the period since 2000 is €1.445 billion.  

The winter storms of December 2013 to February 2014 were the most recent major weather 
events.  Taken together, claims costs resulting from these storms amounted to approximately 
€157 million.  There were just over 30,000 claims, predominantly storm but also some flood 
claims, arising from these storms, with approximately 70% by number and cost resulting from 
the storms in February 2014, which climaxed with Storm Darwin on 12 February.  Insurers rose 
to the logistical challenge of dealing with more than 30,000 claims in such a short period of 
time and worked hard to ensure that policyholders’ claims were handled quickly.

Of the above 14 major weather events, eight were floods.  The total cost of these flood 
events was €697 million.  There are, in addition, many smaller, localised pluvial, fluvial and 
tidal flooding events on an ongoing basis.  Flooding can arise from a number of sources – plu-
vial, fluvial, coastal inundation, blocked drains, burst water mains and dam failure.

Capital expenditure on flood risk management over the years 2001 to 2014 averaged €28 
million per annum.  This is far short of what is needed.  To put this in context, the cost of the 
2006 Kilkenny flood defence scheme alone was €48 million.  Adequate investment in flood 
defences is vital.  The increased frequency of flooding in recent years highlights the need for 
action to be taken now in the affected areas so that flood defences are constructed to the desired 
standard of one in 100 as quickly as possible.
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Flood insurance is widely available in Ireland and the household insurance market is very 
competitive.  Flood is a standard peril in household insurance policies.  All policyholders pay a 
contribution - low-risk areas subsidise high-risk areas.  Some people pay a higher premium or 
have a higher flood excess because the flood risk is higher.  Exclusion of cover is a last resort.  
Insurance offers protection against a risk but not a certainty.  It is not tenable to ask policyhold-
ers in general to absorb the cost of inevitable losses.

Insurance Ireland’s goals are, as far as possible, to preserve the widespread availability and 
affordability of insurance and to partner with Government and the OPW in particular to achieve 
this.  The elements necessary for the sustainable provision of insurance are investment by Gov-
ernment in structural and non-structural measures, flood mapping and accurate data to facilitate 
risk assessment, high penetration levels to prevent adverse risk selection, continued availability 
of re-insurance and the addressing of deficiencies in the planning guidelines.

Insurance Ireland has constructive engagement with the OPW on flooding through our joint 
working group.  In addition, the memorandum of understanding, MOU, which we have with 
the OPW involves the OPW sharing flood defence data on previously completed schemes with 
Insurance Ireland so that insurance companies can take this into account when assessing flood 
risk.  The MOU is the start of a process which will help our members make flood insurance 
more widely available in areas benefitting from flood defences built to the desired standard of 
one in 100.

Finally, there are small pockets of the country which are prone to subsidence, but the prob-
lems on the south side of Cork city are the most long-standing and well known.  These areas are 
prone to subsidence due to the effect of naturally occurring water or leakage from underground 
pipes on the limestone which is characteristic of these areas.  The problem is exacerbated by the 
fact that the underground pipes are clay pipes which are susceptible to cracking when, for ex-
ample, development takes place.  In effect, the resulting underground erosion causes downward 
movement of the ground supporting properties.

Individual insurers make their own underwriting decisions on subsidence based on their 
own company claims experience.  They also consider the claims history of individual properties 
and the relevant geographical and geological features of the area when deciding what premium 
to charge and what terms and conditions to apply.  Insurers may charge a higher premium or 
impose a higher subsidence excess on the policy or, in some cases, may have to withdraw cover.  
Subsidence claims are by their nature very costly and insurers take these actions in the interests 
of policyholders in general to keep premiums affordable.  Insurance is about covering people 
against the risk of something happening rather than against inevitable events.  Subsidence in 
some parts of Cork city is, unfortunately, inevitable due to the prevailing ground conditions 
exacerbated by the presence of underground clay pipes.

Deputy  Sean Fleming: The witnesses are very welcome.  I wish to discuss clay pipes.  
What scale are these pipes?  Are they little or very big pipes?  Are they sewerage pipes?  What 
scale is Mr. Thompson talking about when he talks about clay pipes?  He said development 
can affect them.  Whoever was doing the development and planning should have asked them to 
investigate the underground drainage and pipe network before building on top of it.

Mr. Michael Horan: We understand that they are large underground water pipes.

Deputy  Sean Fleming: Are they for underground rivers?
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Mr. Michael Horan: No, they are large underground clay pipes supplying water.

Deputy  Sean Fleming: While most people acknowledge the OPW does great work, the 
problem is it does not do enough which is probably due to a lack of resources.  The OPW has 
done catchment flood risk assessment and management reports.  I have raised this question be-
fore but what level of feed-in does the OPW have with local authorities in terms of their county 
development plans regarding flood risk in identified areas?  Apart from the CFRAM reports, 
what level of communication is there?  While it is right to map areas for flood risk, once an area 
is put on the map, it frightens the daylights out of most people, including those who thought the 
area was safe to build on, the banks which might be asked to provide loans and finance and the 
insurance companies providing cover in an area that might not have been considered a flood 
risk five years previously.  Could the OPW representatives talk about this?

The OPW presentation stated the OPW works with the local authorities under the Arterial 
Drainage Acts.  However, the remaining joint drainage boards were abolished last year.  In 
regard to the large rivers in Ireland, I am from Leinster so I know the Barrow and the Nore.  It 
was right that there was a joint drainage board for rivers that traversed Counties Offaly, Laois, 
Kildare and Carlow, for example.  However, they have been abolished and each council will do 
its own little bit.  Each council will focus only up to its county boundary and will not care what 
happens in the next county.  Has it had an impact?  The witnesses will probably have to tell me 
it has not.  The joint drainage boards must have been doing some good work and I am concerned 
that their abolition could result in increased flooding.  At least when these rivers came under a 
drainage board, there was a dedicated budget and staff.  While the functions of the boards have 
been transferred back to the local authorities, the staff who were doing the river drainage have 
probably ended up filling potholes or repairing footpaths.  Does the OPW have any concerns?  
Maybe it is too early for it to have a view.

The OPW’s report mentioned no figures.  Given what the witnesses know about what it 
takes to solve the known risks of flooding, could they give us a figure?  I am sure it would be 
billions of euro.  Is it planned to do this over 20 years, 30 years, or two generations?  What do 
they have each year and what would they like to have?

I mentioned the River Barrow.  I am pleased that the 12 schemes the OPW handed over 
under the memorandum have been assessed and that in January 2015, that and four further 
ones were handed over to the OPW for consideration.  The Kildare scheme was completed in 
2000.  Why has it taken five years for the scheme’s information to be handed over?  The Carlow 
scheme was completed in 2012.  Why was the information not handed over before now, so it 
could have been assessed?  The insurance industry has not been able to take on board work that 
was done more than three years ago.  While my questions are mainly for the OPW, I will would 
like to hear comments from Insurance Ireland.

Mr. Tony Smyth: Absolutely.  To deal first with the development issue, which the Deputy 
touched on, the production of maps is identifying a risk that already exists but may not be 
known.  Therefore, there will be a point where, while people will say they never experienced a 
flood, the floods, particularly extreme floods, will be mapping and showing.  The importance of 
doing this is that we can build that into the planning and development decision-making process 
through the local authorities and the planning authorities.  With our colleagues in the Depart-
ment of the Environment, Community and Local Government, we developed guidelines for 
flood risk and the planning system.  Taken together with the flood maps, these should improve 
the decision-making about building in areas at risk from flooding, and that should not happen 
from now on because we now have that information.
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A feature of the 2009 flood was the number of people who said they had never experienced a 
flood and did not expect a flood.  Now, with the finalising of the flood maps in the next number 
of weeks, we will know the extent of the risk.  The maps have been out for public consultation 
in recent months so that piece of work is now drawing to an end.  The maps have been avail-
able in draft form to the local authorities and will be formally made available to everybody to 
consult in order to avoid building in areas that are at risk.  We also run workshops for planning 
authority staff to help them understand the maps and understand how they might use them in 
conjunction with the guidelines.  That is an outline of our support to the planning and develop-
ment decision-making process.

There was a question on the drainage boards.  Drainage boards are a feature of the 1925 
Act, which did work on what were called drainage districts, of which there are 178 still extant 
in the country.  There were a number of drainage boards, one on the Suck and one on the Bar-
row, although I am not sure if there were others.  They were a co-ordinating mechanism for, I 
think, elected members, and I am not aware they had a particular staff or budgets of their own 
as they were drawn from the county councils.  As the Deputy rightly said, the responsibility for 
the maintenance of those rivers remains with the county councils.  I am not yet in a position to 
comment on whether the abolition of the board, as such, has had an effect on the maintenance 
but I would not expect it to have had because that is unchanged in the way it is delivered.

The Deputy had a question on the finances.  We are currently getting €45 million capital a 
year, which was agreed with Government for the period 2011 to 2016.  Even though cutbacks 
were occurring in other parts of the OPW, as indeed across other Departments, the €45 million 
was maintained by Government for that period in the comprehensive expenditure review.  At 
the end of the CFRAM process, which is towards the end of this year, we will have looked at all 
of the 300 areas that have been identified as being areas for further study through the prelimi-
nary flood risk assessment.  We are developing outline options for those and, at that point, we 
will have a much better handle on the overall cost of the flood defence works that are required, 
but that will not be until later in the year.

The Deputy asked why this was not happening sooner.  That was the outcome of the discus-
sions with Insurance Ireland when we agreed the format by which data would be made useable 
for the insurers and put into that format from the completed schemes.  It was following the work 
done as part of the lead-in to the memorandum of understanding with Insurance Ireland that we 
proceeded to get those schemes across in the format that was useable by the insurance industry.

Deputy  Sean Fleming: I have one final question.  The Carlow town project was completed 
in 2012 and the one in Hazelhatch-Celbridge was completed in 2000 but was only recently 
handed over.  I know Mr. Smyth said that was the memorandum but why was a memorandum 
agreed that there would be a five-year time lag before the work being completed-----

Mr. Tony Smyth: The memorandum was only signed last year.  Anything that was ready at 
that stage was handed to Insurance Ireland.

Deputy  Sean Fleming: Why were the projects that were completed in 2000 and 2012 not 
available for handing over before now?  Does Mr. Smyth follow my question?

Mr. Tony Smyth: We did not have a process for exchange of information with the insurance 
industry before that.

Deputy  Sean Fleming: Is there much more flood defence work which has been completed 
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but which has yet to be handed over to the insurance companies?  Has it got everything the 
OPW has completed at this stage?

Mr. Tony Smyth: It has everything we have completed at this stage but there are a number 
of schemes, like Waterford, that are just about complete and where there is a little work to be 
done before the data are put into a format.  For example, there is a second phase at Ennis and a 
second phase at Mallow and Fermoy that are just about finished their construction, so the data, 
the as-built drawings and so on, are being put into the format required.  We will process those 
in the coming months.

Deputy  Sean Fleming: My final plea to Mr. Smith is to try to get that information to the 
insurance companies as quickly as possible-----

Mr. Tony Smyth: Absolutely, yes.

Deputy  Sean Fleming: -----because the four areas he mentioned are big urban areas and 
there are insurance issues.  The insurance industry will say it is waiting for the information to 
assess the works that were completed.  The longer it takes to get the information to the insur-
ance industry, the longer it will take it to be able to respond to the information.  I would encour-
age Mr. Smyth to get it to the companies as soon as possible.

Mr. Tony Smyth: I think it is time to get that flow of information coming and see how 
quickly it can be processed through to the insurers to the point at which it is influencing premi-
ums or the availability of insurance.

Deputy  Sean Fleming: Mr. Smyth mentioned that Waterford-----

Mr. Tony Smyth: I just picked those four towns off the top of my head.  I will get the 
Deputy a list.

Deputy  Sean Fleming: Mr. Smyth might send the list to the committee secretariat, which 
will circulate it to us, because there might be one he is missing, but it will be interesting to see 
the ones where work is completed and they are in the system for transmission.  I am happy for 
that to be sent on.

Mr. Tony Smyth: I mentioned Waterford, for instance, but it is not quite finished construc-
tion.  There is still the final piece of that to be done.

Deputy  Sean Fleming: Mr. Smyth might give us a note on the stages that have been 
reached in the various projects.

Mr. Tony Smyth: Sure.

Vice Chairman: Before calling Deputy Paul Murphy, I want to ask a brief question for 
clarification.  Under this memorandum of understanding with Insurance Ireland, exactly what 
information is the OPW giving it?  I thought the intention was to provide what was basically 
a map of the country showing places where a requirement for flood works had been identified.  
This is where I would like clarification.  Does the OPW give Insurance Ireland information on 
areas it has identified where flood defence works are necessary, areas where it has completed 
flood defence works, or areas in which it is undertaking flood defence works?

Mr. Tony Smyth: Completed works.
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Vice Chairman: So the only information the OPW exchanges with Insurance Ireland is in 
regard to completed flood defence works?

Mr. Tony Smyth: The memorandum is about schemes that have been completed to a 1 in 
100 level of protection.

Vice Chairman: That is one flood every 100 years?

Mr. Tony Smyth: A 1% chance of a flood in any year.

Vice Chairman: Right.  It just goes to show-----

Mr. Tony Smyth: Just in case people get too comfortable with the idea of one flood every 
100 years, it is actually a random thing.  There is a 1% chance in any year of exceedance.

Vice Chairman: I ask that because, obviously, Insurance Ireland, in terms of what it de-
cides is a flood risk area, has its own maps, geographers and risk assessors looking at potential 
flood plains and so on.  I wanted to clarify that the OPW’s role is only to notify information 
relating to completed flood defence works.

Mr. Tony Smyth: The memorandum is to deal with completed flood defence works, the 
argument being that the risk in such areas will have been reduced significantly, and therefore 
the public requirement is that-----

Vice Chairman: It should be reflected in the insurance.

Mr. Tony Smyth: -----they should come back into cover as distinct from being at risk.

Vice Chairman: Deputy’s Fleming point was that if I saw my area on a list completed 
flood works it would be happy days, but if it was on a list of areas where flood defence works 
had been identified as necessary, that would be a different matter.  I would like clarification for 
anybody listening that that is the situation.

Mr. Brian Brogan: Having met with Insurance Ireland on 3 March, we are going to move 
to a point at which we will show them our planned works - in other words, show them our pipe-
line.  One of the pieces of information we want to get out of the memorandum for Government 
is the before-and-after situation - namely, what is the current level of flood cover in this area 
where we plan to go in and do works, and what will be the level of cover after we do the works.  
It is to get that metric.

Vice Chairman: I am thinking about Deputy Fleming’s scenario in which I receive a letter 
from my insurer saying it has received information from the Office of Public Works-----

Deputy  Sean Fleming: That is happening.

Vice Chairman: -----that it will be doing some flood defence works in my area.

Deputy  Sean Fleming: There is a risk now.

Vice Chairman: Yes.

Deputy  Paul Murphy: I thank the witnesses for their presentations.  I will be brief.  My 
first question is to Mr. Smyth of the OPW.  Following on from Deputy Fleming’s contribution, 
in terms of money, the Government, in answers to parliamentary questions, says there is a capi-
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tal works investment programme of €225 million for flood relief from 2012 to 2016.  How does 
that compare to previous five-year periods?

Mr. Tony Smyth: The figure has increased to €45 million, having stood at €2 million in 
1996, €12 million in 2000 and €20 million in 2006.  I can provide the Deputy with a list of the 
figures.

Deputy  Paul Murphy: It is not the case that expenditure took place previously under dif-
ferent headings.

Mr. Tony Smyth: Not from our perspective, no.

Deputy  Paul Murphy: Insurance Ireland described the exclusion of cover as a last resort.  
Will Mr. Thompson give an idea of the numbers of people, areas and catchment populations 
which are excluded as a result of flood risk?

Mr. Kevin Thompson: While I do not have detail to hand on specific catchment areas and 
so forth, coverage for households stands at approximately 98%.

Deputy  Paul Murphy: Within that 98% figure, what proportion of households would be 
offered insurance, on request, at premiums that are wildly out of step with those offered to oth-
ers and effectively at prohibitive rates?  I accept that is a subjective question.

Mr. Kevin Thompson: I will first provide context for the answer to the Deputy’s question.  
Multiple insurers are competing in that space, which means the natural competitive environ-
ment will have a restraining effect on premiums.  One insurer would not be able to run away 
with inflated premiums because others would step in and compete at a more competitive price 
around their own risk tolerance levels.

Each insurer will have its own risk assessment and risk appetite for each area and its own 
ability, depending on its capital levels, to cover a certain element of risk.  One must also re-
member that in certain areas, one insurer may have achieved its capacity, for want of a better 
expression, from a risk concentration point of view, while others may not have done so and will 
be able to accept risks in the area in question.  There are multiple factors at play in determining 
the premium, the level of coverage and charges to premium or exclusions and excesses.

Deputy  Paul Murphy: Does Mr. Thompson have figures on the total level of profits of 
Insurance Ireland’s members?

Mr. Kevin Thompson: Yes.  Our most recent annual report highlights some of the detail.  
The general insurance sector in totality lost in excess of €250 million last year.

Deputy  Paul Murphy: Insurance Ireland’s report from 2013, which is the most recent one 
I could find, indicates that total gross premiums in Ireland as a percentage of GDP stood at 8% 
in that year, which is higher than the European Union and OECD averages.  Is it accurate to 
state that Ireland is reasonably dense in terms of coverage?  Are there other reasons for Irish 
people spending so much money as a percentage of GDP on insurance premiums?

Mr. Kevin Thompson: As I stated, premiums are determined by numerous factors.  The 
actual claims incurred will be the main driver in respect of the cost of premiums.  If one puts 
this into the context of the losses sustained to date, it will have a significant effect on the cost of 
insurance premiums and the GDP percentage.



Joint Committee on Finance, Public Expenditure and Reform

31

Deputy  Paul Murphy: Do other countries in the European Union or elsewhere oblige 
insurance companies to provide insurance quotes to everyone who requests one and preclude 
anyone from being excluded from insurance cover as a result of flood risk?

Mr. Kevin Thompson: The contributor this morning from the London School of Econom-
ics provided a good overview - one with which Insurance Ireland concurs - of the different 
mechanisms or systems in place for providing flood cover.  The system in Ireland is similar to 
that of the United Kingdom in that it is predominately a privately driven market.  The position 
is slightly different on the Continent.  In Spain, France and some of the Scandinavian countries, 
governments intervene in the market by providing natural catastrophe insurance.  We do not 
have such intervention here.  There are different models in place.  I allude to a comment made 
by the contributor from the LSE who stated that while various countries have different models 
in place, there is no perfect solution.

Deputy  Paul Murphy: I presume Insurance Ireland would oppose any legislative change 
that would compel insurance providers to provide insurance cover to everyone.

Mr. Kevin Thompson: Before going down that route, one would have to examine the 
potential unintended consequences of such a requirement.  Would one want every provider to 
provide flood insurance and make this cover mandatory for every person in the State?  That is 
very different from the system we have now.  Some insurers may decide to enter that market or 
some may just decide to leave.

Deputy  Paul Murphy: What would be Mr. Thompson’s attitude be to a model under which 
the Government steps in to provide insurance for people who are excluded or faced with pro-
hibitive premia?

Mr. Kevin Thompson: That depends on the model and on the proposal.  There are pros and 
cons to that.  If someone steps in to provide a model, capital is needed to support it.  We have 
built our industry around risk assessment and supporting the risk we take on with large amounts 
of capital.  That capital sustainability would be needed to provide such a solution.

Deputy  Tom Barry: I welcome the witnesses.  The maps that were generated a few years 
ago caused many problems.  They were computer-generated maps and not on-the-ground stud-
ies.  An assessment is being conducted at the moment in north Cork and people can make sub-
missions.  How long will it take to gather those data?  How long will it be before findings are 
made?  Is it the OPW’s aim to gather data on the ground for every computer-generated map?  
The unintended consequence in my local village and other areas close by is householders have 
been refused insurance, which is a concern because they must live with this.  I acknowledge this 
is not just the sole responsibility of the OPW.

Many people are involved and the issue comes to a head when someone is refused insur-
ance.  The insurance industry cannot act as if it is an uninterested party and it just follows what-
ever appears in front of it.  There is a requirement on insurers to understand these maps and 
the background to them.  Would Insurance Ireland contribute to a review in this regard?  What 
is the organisation’s view on a fund to assist in the most contentious areas without it being a 
Government-sponsored way to take the greatest risk out of the system?

Mr. Tony Smyth: The maps produced a number of years ago were called preliminary flood 
risk assessment maps and they were required under an EU directive.  They were to be based on 
available data or readily derivable data and, therefore, they were very rough and ready.  Their 
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purpose was so that we would focus our attention in the more detailed studies that followed on 
the areas most at risk.  It was a screening exercise.  We were at pains to point out that they were 
not site specific or site valid and they should not have been used for those purposes either by 
councils for planning decisions or by the insurance industry for insurance decisions.  However, 
they gave a guide as to where there were issues that needed further study.

We have gone on to do a significant volume of surveying.  We have surveyed in detail al-
most 6,700 km of channel throughout the country.  We have covered about 13% of the land area 
of the State in the detailed surveys of those 300 areas that came out of the preliminary study.  
We will produce, on the basis of the engineering hydrology and the flood hydraulics through 
those areas, detailed flood maps that will be made available.  The CFRAM study will com-
plete the maps some time around now.  Approximately 40,000 maps will be produced as part 
of that study for those 300 areas using various flood extents such as 2%, 5%, 10% and so on, 
flood depths and flood velocities.  There is a great deal of information in that and these will be 
produced with the best available technology.  They will, therefore, be much more specific and 
accurate than the preliminary maps, which served their purpose as a screening exercise for us.

Mr. Kevin Thompson: I would like to comment on the engagement we have with the OPW 
in terms of the maps and the exchanging of information.  The protocols that are now in place 
have not been there before.  When the memorandum of understanding was originally signed, we 
saw it as the first step in a long process.  We had to agree on the standard of the data.  We had to 
be able to interpret that data correctly in order to incorporate it into the underwriting assessment 
models used by each of our members.  We are working through that now in respect of the work 
that the OPW has carried out on the schemes.  That is really the first step.

A question was asked about the sinking fund.  Our view is that this is a simplistic and 
probably unsustainable approach to what is ultimately a very long-term problem, due to cli-
mate change and so forth.  The best model, in which we have taken the first step, involves 
understanding what flood defences have been put in place.  We are working with the OPW to 
understand better what flood defences need to be put in place.  This links with what needs to be 
changed in the planning guidelines.  The maintenance of drains and flood defences, which is a 
critical step, is an example of the simple things that are often neglected.  Returning to the issue 
of planning, there is a need for restrictions on the type of development in flood-prone areas that 
has happened previously.

It all comes down to sustainable investment that will give us the results we need.  I will try to 
put that into context.  Between 2001 and 2014, the average level of annual capital expenditure 
by the Government was approximately €28 million per annum.  For the purposes of compari-
son, our nearest neighbour is spending approximately €69 million per annum on a like-for-like 
basis with population being used as a leveller.  The UK Public Accounts Committee has com-
mitted £2.3 billion in terms of flood risk management over the next six years.  When that is 
compared on a like-for-like basis with the spend in this jurisdiction, it is clear that we need to 
be spending approximately €250 million per annum on flood defences.  As a sector, we know 
that may or may not be realistic in some ways.  No one thing such as a sinking fund will solve 
the problem, or alleviate the issue for policy holders or for people who do not have insurance.  
There is a need for a combination of the factors to which I have alluded.

Mr. Tony Smyth: I would like to comment on the money end.  The correct figure for that 
long period is €28 million a year.  It must be borne in mind that this figure has been ramping up, 
as I pointed out earlier.  The average spend over the last three years has been €47 million per 
annum.  We have been building it up and bringing more and more schemes to fruition.  That is 
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just the capital expenditure.  We also do maintenance separately.  It is accounted for separately.  
There are other costs.  The overall spend on flood risk management by the OPW is not €45 
million.  I would have to look at the Estimates volume, but I think that a more correct figure 
when all things are taken into account on the OPW side would be €65 million per annum.  We 
spoke earlier about drainage districts.  There is an expenditure by local authorities on drainage 
districts as well.  Separately, there is an expenditure on the urban drainage network, which is the 
responsibility of the local authorities rather than the responsibility of the OPW.  There would be 
further expenditure there.  I do not have those figures.  They would be provided by the Depart-
ment of the Environment, Community and Local Government or by the local authorities.

Deputy  Tom Barry: It would be nice to get the figures and data regarding the actual spend 
by the OPW.  I would like to compliment the OPW on the fantastic quality of the work it has 
done in Mallow and Fermoy.  It is working.  I wonder whether the insurance industry is reflect-
ing that level of work by reducing the premiums it is looking for from people in Mallow and 
Fermoy.  I must have a word with some of the business people there to check whether they 
have seen 50% reductions in their premiums.  I doubt that they have.  I disliked the comment 
that a sinking fund is “simplistic”.  I suggest it is simplistic to refuse someone insurance.  It 
is pretty digital - it is either zero or one.  I just dislike it.  We need a solution.  As I said at a 
previous meeting, when Cork flooded a number of years ago, everybody ran for cover and 
nobody claimed their share of the responsibility.  We all know the effects of that.  It wiped out 
the library, a large section of the new anatomy and biosciences building in UCC and all of its 
computer software.  It did colossal damage, yet very few people spoke.  The system seems to 
be segmented.  Everybody has a responsibility, but it is someone else’s problem.  There needs 
to be a co-ordinating body that will come together and act, because it appears to be the weakest 
link.  If something is not in place we will have an event.  

I would not put it all down to climate change.  I farm and I am as familiar with the cli-
mate as most people here.  While we have had fluctuations, they are not as dramatic as some 
people would like to say.  Putting everything down to climate change is a nice way to evade 
the situation.  We need a solution for businesses and homeowners.  I am glad the issue is being 
discussed.  We discuss something when there is an event and then everybody goes away.  The 
one, two or three people who look for insurance in a particular village or town, such as mine, 
Killavullen, are very minor stakeholders and their voices are not heard.  

For a while the OPW was the lightening conductor when the maps came out, but I take the 
point that that was just a scoping exercise and it was working towards a goal.  It was unfair of 
the insurance industry to come in at the time.  Do the witnesses have any suggestions on co-
ordinating local authorities, insurers and the OPW to get a co-ordinated and practical approach 
to dealing with the issue?  The problem will continue, as they know.  The situation in Cork was 
kicked from Billy to Jack and the current issue seems to have been kicked around like a foot-
ball.  It is not possible for every party here to act as an uninterested party.  There is a respon-
sibility on them to sort this out.  Do the witnesses have any suggestions for how we could put 
together a forum that would develop workable solutions?  I know there are no perfect solutions.

Mr. Kevin Thompson: I will respond to some of the Deputy’s comments.  In terms of cli-
mate change, I accept his point.  We referred to it as only one element of many that cause floods.  
My other comments were about flood defences, better planning and so forth.  There are a lot of 
elements at play.  

In terms of the work we have done with the OPW, I concur.  The insurance sector, through 
Insurance Ireland, is always open to engagement and we see the exercises we have done with 
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the OPW as very positive.  One must remember that the last real flood which catalysed the en-
gagement between us and the OPW was in October 2011.  After that, both organisations reached 
out to each other, and that has brought us to this point, which is far better.  I accept the Deputy’s 
point that stakeholder engagement can be widened, and we are amenable to that.  If there is a 
forum in place we will be happy to engage.

In regard to the sinking fund, I did not mean to cause any offence to the Deputy.  The point 
I tried to make was that this is a complex issue and we want a long-term and sustainable solu-
tion.  The defences put in place must be of the required standard, permanent and in the places 
where they are most required, will give us the best delivery for the investment we make and, 
more importantly, allow our members to underwrite the risk in an appropriate fashion within the 
regulatory environment in which we operate.

Deputy  Tom Barry: Were premiums reduced in areas where flood defences were erected 
in Mallow and Fermoy?

Mr. Kevin Thompson: I could not tell the Deputy that.

Deputy  Tom Barry: It is unfair.  The stick often used to beat the Government is that it did 
not spend more money.  The OPW has spent substantial amounts of money.  It seems that the 
facts are contradictory.  We have a fabulous flood defence system.  Has it percolated down to 
the ground?

Mr. Kevin Thompson: I do not have that information in terms of premiums for individual 
insurers.

Deputy  Michael Creed: I apologise for missing the opening remarks by the OPW.  I was 
present for the submissions by the Cork Business Association and others.  We face a dilemma, 
as public representatives, with regard to those who have been adversely affected by flood events 
over the years and cannot now get insurance cover.  The impression has been created that there 
is a partnership between the Office of Public Works and the insurance industry, the objective of 
which is to remedy the situation with regard to flooding incidence and, consequently, to enable 
Insurance Ireland and its constituent members to offer insurance cover.

I acknowledge the Clonmel, Fermoy, Mallow and the other major schemes the OPW has un-
dertaken and the funding it has continued to make available, notwithstanding the difficult finan-
cial constraints for both major and minor schemes.  The minor schemes are important for small 
local communities and can have a significant dividend relative to the amount of money spent.  
The reality is that, notwithstanding exchange of data and everything else under the memoran-
dum of understanding on the standard of protection, the works are generally acknowledged to 
be of the highest order.  However, businesses and households still cannot get insurance cover.  
I may be asking the representatives of Insurance Ireland to trespass outside their comfort zone 
in some respects but surely the objective of having a partnership approach and data exchange 
between the OPW and the insurance industry is that collectively we would contribute to solving 
the problem for people, including businesses and homeowners.  There is a lack of good faith 
on the part of the insurance industry if, on foot of the works carried out, the data that have been 
exchanged and the standard of protection now available following the expenditure of significant 
amounts of State funds, it is still not living up to its side of the equation.   Obviously in Cork 
city, the works have not been delivered yet.  However, in the case of other areas, if there has not 
been a restoration of access to insurance cover based on the works carried out and the relevant 
standard of protection, then surely it undermines the partnership approach, the memorandum of 
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understanding and its raison d’être, which was, initially, to solve a problem for people, whether 
business people or people in residential homes.

Mr. Kevin Thompson: I can only refer back to my earlier comment.  We are in a far better 
position than before the memorandum of understanding was signed, because prior to that and 
prior to the good work we have done with the OPW, there was no visibility on the part of insur-
ers in terms of the works that had taken place and the technical standards of those works which 
insurers could incorporate in terms of their risk assessment and whether to take risks.

As previously stated, we are in a catch-up exercise now.  We will filter that information 
down through to each of the insurers.  What should be realised as well is that Insurance Ireland 
passes on that information.  We have accepted the information in good faith and our members 
look and act on the information in good faith.  We have entered into the spirit of the memoran-
dum of understanding.

We need to know our members get that information.  As I said in my opening statement, 
insurers may have reached their capacity in terms of the level of insurance they can issue in a 
specific area.  They may have such a concentration that they cannot insure any more.  Other 
insurers will not have that degree of concentration in a given area and will have a higher degree 
of risk appetite.  In that case, they will be able to enter the market and provide cover.  That is 
generally how the market works.  They will compete against each other.  We are still early in the 
process.  We will not have come through a full cycle of this until June of this year.  After that 
point we will be able to examine the progress of the scheme.  That is the position at the moment.

We have entered the arrangement in good faith.  I believe that if we look back to where we 
were previously, it is clear that we are in a better position now.  More important, we have a pro-
tocol in place now that allows us, as a body, to engage with the OPW and exchange information.  
That was not in place before.

Deputy  Michael Creed: Has Insurance Ireland access to the claims history, the cover 
available and the broad financial arrangements for that cover in areas where OPW has carried 
out significant improvements?

Mr. Kevin Thompson: These are some of the issues we have had.  As the Deputy can imag-
ine, each of the insurers will collect data in its own way.  Each of their data entry points have 
a given definition.  We are trying to get to a common standard whereby we can give adequate 
reporting in terms of the progress.  We would not have visibility per se on each company’s per-
formance in respect of the risk it takes.

Deputy  Michael Creed: Some members of Insurance Ireland will not quote at all.

Mr. Kevin Thompson: Some will.  That is the nature of the market.  We are trying to fa-
cilitate it by providing more information that our members can incorporate in their pricing, to 
say they have an appetite for risk and will take that risk.  However, I accept that some will not.

Vice Chairman: I might add one or two quick questions.  The nub of it is in a paragraph 
that Mr. Smyth did not put on the record.  He said in this paragraph of his submission that he 
was satisfied that “the insurance industry is engaging constructively and positively through the 
working group established under this memorandum of understanding and that there is a strong 
willingness to co-operate to reach agreement on a sustainable system of information exchange”.  
The exchange seems to be going in one direction, from the OPW to the insurance industry, 
rather than back the other way.  Mr. Smyth went on to say that it is hoped this will facilitate 
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the provision of flood cover in areas that are protected by completed schemes.  As things stand, 
does the OPW have any sense of whether that is happening?

Mr. Tony Smyth: We do not.  We have some preliminary data, as I mentioned in my open-
ing statement, which Insurance Ireland collected early on.  We will not know until June, when 
a full cycle will have been gone through.  At that point, more data will become available to us.  
We have given the data to Insurance Ireland and are hopeful that will generate a metric back to 
us so that we can measure the success or otherwise of that information.

Vice Chairman: Is Mr. Smyth hopeful it will generate a metric or is there a requirement in 
the memorandum for that metric to be given back?  Is there an obligation for information to be 
given back to the OPW to show the benefit of the information the OPW provided to the insur-
ance industry?

Mr. Tony Smyth: The memorandum states that Insurance Ireland and insurers “will explore 
the possibility of providing meaningful data on areas impacted by flood loss to the OPW”.

Vice Chairman: The use of the phrase “explore the possibility” shows that we are into 
nebulous, touchy-feely language.  There is no obligation on the insurance industry to feed back 
to the OPW with regard to the impact on the receivers of insurance services.

Mr. Tony Smyth: There is not but the meetings are happening.  This is the start of a process.  
We are on the road together now, doing this, and I am hopeful that this will continue.

Vice Chairman: The committee would like to know whether this exchange of information 
is going in both directions because we would like to know that these flood defence works, once 
completed, are having an impact on the premiums and the insurance products being offered to 
customers.

Mr. Brian Brogan: The OPW is currently working with the Department of Finance on the 
set of metrics that might get behind that statement.  We have had a meeting with Insurance Ire-
land, and another one is planned for next week, on teasing out the sort of measures we would 
like against the sort of measures they can provide and finding a solution to their predicament.

Vice Chairman: I might ask the committee secretariat that, once that metric has been 
agreed, the OPW would inform us, for circulation to our members, what that metric is.  Once 
the OPW has had the benefit of the full year cycle, I would ask that this information be fed back 
to us as a matter of urgency when it is received.

Mr. Michael Horan: In the preliminary exercise carried out earlier this year, we found 
that 91% of policies in areas benefiting from fixed flood defences included flood cover.  As 
Mr. Thompson has said, we are still only in the middle of the cycle and we will know more at 
the end of June, but from our perspective the memorandum of understanding is working and it 
certainly is not in insurers’ interests for it not to work.

Vice Chairman: Mr. Horan is saying 91% of policyholders in areas where flood works have 
been completed are insured.

Mr. Michael Horan: Yes, with full flood cover.

Vice Chairman: Could Mr. Horan add to that?  Of that 91%, how many policyholders are 
paying an excess for flood insurance?  I do not know if this information is available, although 
I presume it is.  What is the extent of the increased excess?  If I live in a flood area and my ex-
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cess is €35,000 or €40,000 then I might as well not be insured.  Could Mr. Thompson indicate 
exactly the extent of the excess on the 91% of policies?

Mr. Kevin Thompson: I understand the figure the Chairman is trying to get to, and I will 
put some context behind that.  The premium is ultimately driven by claims and by the standard 
of cover one has.  If a policy holder elects to have a higher excess then the premium could come 
down, and vice versa.  If the Chairman is asking me to produce a figure of where the excess is 
and where the premium is, it would be hard for me to tell the committee what we actually im-
pose and what a consumer chooses to take.

Vice Chairman: It is a bit -----

Mr. Kevin Thompson: It is an important point.

Vice Chairman: I understand that individual insurance purchasers will choose to opt, as 
with a VHI policy, for a larger or smaller excess.  But I believe Mr. Thompson could indicate a 
range so that it might be more transparent to the committee what types of excess are required or 
requested in areas where flood defence works have been completed - that is, where the memo-
randum of understanding is in place. Does Deputy Barry wish to add a comment?

Deputy  Tom Barry: We now have BER ratings on houses being sold or rented in order for 
people to know what efficiency they can expect.  What is Mr. Thompson’s view on an insur-
ance rating so that when a property is bought, sold or built, buyers would know the insurance 
situation?  I use the example of an apartment block which floods to three feet.  Floors one, two 
and three are fine, but everyone on the ground floor is in trouble.  It would seem unfair that the 
people on the lower floor bear all of the responsibility.  Has Mr. Thompson considered this? Has 
he considered equalisation in those situations?  Could insurers state which metrics they might 
take into account in an area and then display them when a property is being rented, sold or built?  
In Cork city there is currently a huge new build taking place on the flat of the city, all of which 
is a flood zone.  Much good work could be done now rather than retrospectively.

Mr. Kevin Thompson: As a sector, insurers are happy to explore and to enter into dialogue, 
as we have with the OPW, on any potential solutions.  Can I give an answer on what might 
work?  I honestly do not know.

Deputy  Tom Barry: It is just your view?

Mr. Kevin Thompson: Yes.  We are happy to engage with any suggestion in terms of ex-
pansion of flood cover.

Vice Chairman: It would be most helpful if Insurance Ireland could provide the additional 
information when it is available.  As the witness is aware, this committee had meetings today 
with other contributors and it will view all of the positions in the round.  I thank Mr. Brogan, 
Mr. Smyth, Mr. Horan and Mr. Thompson for their attendance today.  This concludes the public 
section of this meeting.  We will move immediately to the private agenda, if that is agreed?  
Agreed.  Members will remain to conclude the correspondence and private business.

The joint committee went into private session at 3.29 p.m. and adjourned at 3.34 p.m. until 
2 p.m. on Wednesday, 22 April 2015.


