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Hypothesis

A well established and working system of livestock insurance

IS a suitable instrument to handle the dimension

of animal disease outbreaks
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Who is R+V?

24 million

insured risks

15 billion €
premium

15.000 m_v 8 million
employees clients

Rank 2

in life and non-
life insurance
In Germany
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Who is Vereinigte Tierversicherung (VTV)?

Inventor of
EVT

Oldest part -
of R+V VT 48 m|II_|on 3
premium

Group

Rank 2
in livestock and
pet insurance
in Germany
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Market for animal insurance in Germany

Pet and livestock

Livestock without pet

»» About 147 million € of premium in total

»» Only few main players

» VTVisno. 2
»» Pet grows constantly

Dr. Lothar Zschiesche

R+V / VTV

»» About 64 million € of premium in total
»» Only few main players

» VTVisno. 1

»» Mainly loss of income insurances

source: GdV, 2015, own calculations
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Private and public insurance —two complementary tools

/ A kind of public insurance \

Tierseuchenkasse

»» Premium equally co-financed by farm
and state

»» Compensation of replacement value
for culled animals

»» Disease control

-~

QDisease prevention /

"

Private insurance
EVT =
Loss of income insurance

»» Premium paid by farm

»» Pays for direct and indirect losses

~

J

<

Effective disease handling and prevention and financially stable farms
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EVT =loss of income insurance for livestock farms

 Loss of profit for insured livestock-production

process
J
« Cattle (dairy, breeding, meat production) h
Insurable livestock  Pig (meat production, breeding)
» Poultry (meat and egg production, breeding) )
 Notifiable diseases (FMD, ASF etc.) h
Insurable risks « Contagious diseases, accidents
 Loss of status (e.g. free range eggs, health status)
» Special risks (salmonella, contamination) )

Deductible Between 1% and 6% of sum insured

Exact calculation of loss based on the contribution
margin

Claims handling
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Insurance density in Germany differs

Regional
» Lower density in south-west
» Higher density in north-east
Between the species
» Dairy: about 45% of cows are insured
»» Pork production: about 25% of fattening pigs and 50% of breeding sows are insured
»» Poultry: about 30% of egg producers and 60% of broiler / turkey farm
Depending on farm size and concentration

»» Higher density
» Larger farms

» External capital PO
» Specialized and intensive production

essen

»» Lower density
» Smaller farms
» Part time farming
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Effects of an outbreak on other farms

Average probabilities of being
effected by an outbreak

Infected farm
radius approx. 500 m

For one infected farm

are 70 farms in the prohibited zone ...

{frms in the strictly controlled area...

With a lot of consequential losses but without public help
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What happens after an outbreak of disease in the environment
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Effects of the actual Avian Influenza (Al) epidemic on VTV

»» Approximated 320 claims in the complete market, thereof

A e

»» More than 280 claims regulated by VTV
» Farms directly affected by an outbreak

» Consequential losses after culling
» Disinfection costs (partly)
»» Farms affected by

» Movement restrictions

» Limitations in restocking :
» Reduced availability of chicks or ready-to-lay pullets

» Higher cost for keeping poultry in stables referring to official order
» Losing status of “free-range-eggs” after 12 weeks

»» Losses up to several ten thousand euros after deductible and official payments per farm

»» About three times more claims than in the last epidemics in 2008/2009 and 2014/2015
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Proof of initial hypothesis

The concept of the EVT has been proven in several epidemics.

For example:

» Classical Swine Fever (CSF) in the 1990s

» Bluetongue Disease (BT) in 2008
»» Avian Influenza (Al) in 2008/2009, 2014/2015 and 2016/2017

Backed up by a loss of income insurance, farmers a more likely willing to face health problems

in their livestock and to report them. Therefore the EVT is highly efficient for an early and

efficient handling of a beginning epidemic.
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Conclusion

To reduce the financial risk of epidemics, farmers need a stronger private
provision, such as the loss-of-income-insurance.

However, a higher private provision is not imaginable without public support,
especially in the recent economic situation of lots of farmers. The state has
to create financial incentives to increase the percentage of farmers with

private provision.

(Landwirtschaftliche Mehrgefahrenversicherung fur Deutschland, GdV, 2016)

... but without neglecting its current responsibilities
for animal disease control. oy
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