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Introduction

The Central Bank is publishing the National Claims
Information Database (NCID) Private Motor
Insurance Report in an effort to improve the overall
transparency of the private motor claims
environment. This is the fourth publication of the
Private Motor Insurance Report.

Background

The National Claims Information Database®! (NCID) was establishedin
order toimprovetransparency inthe Irishinsurance claimsenvironment
and tosupport datadrivenpolicy. The NCID was a recommendation of the
Cost of Insurance Working Group? (CIWG). Private motor insuranceis one
of two classesof non-life insurance inscope of the NCID along with liability
insurance.

Reporting Population

Allinsurers selling private motorinsuranceinlrelandwere requiredto
meet the same data submissionrequirements, regardless of country of
authorisation. The insurers thatsubmitted a returnfor year ending 31
December 2021 arelistedin Appendix 2.

The Central Bankidentified firms writing private motorinsurancein
Irelandwithreference tothe list of members of the Motor Insurance
Bureau of Ireland (MIBI). All companies underwriting motor insurancein
Ireland are required to be members of MIBI, as provided for under Section
78 of the Road Traffic Act, 1961. These firms were contacted and advised
that they came under the scope of the NCID legislation.

The total earned premiumfor private motorinsuranceinlirelandin2021
was€1.38bn. Part 1 of this report is based on data fromfirms that collected
98% of the private motor insurance premiums inIrelandin 20213; Part 2 of
thereportis basedon 93% market coverage; Part 3 is predominantly based
on 97% market coverage (with some exceptions which are noted); Part 4
(settledclaims) is predominantly based on 8 7% market coverage (with
some exceptions which are noted); and Part 5 includes sections based on

L https://www.centralbank.ie/statistics/data-and-analysis/national-claims-
information-database

2 https://www.gov.ie/en/organisation-information/fbc79 1-the-cost-of-insurance-
working-group/

3 As measured by the ratio of 2021 gross earned premium of included submissions
to the 2021 gross earned premium of all submissions.

Central Bank of Ireland
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92%,98% and 93% market coverage. Certain submissions were excluded
from our analysis due to insufficient quality of, or granularity in, the data.

The market coverage for different statistics may changefromone report to
the next. This may be due tochanges in the reporting population(i.e.,firms
entering or leaving the market), or changes inthe availability of data
collectedyear-on-year.For thisreason, it is recommended that trends over
time are analysedwithineachreport,rather thancomparing across
differentiterations of the report. There may alsobe changes inthe data
overtime due toinsurers restatingclaimsstatistics of prior years.

Data Contained within the Report

The data collected for the purpose of this report relates tothe time period
up to 31 December 2021. Therefore, this year’s report will contain the
initial impact onprivate motorinsuranceinlreland fromthe introduction of
Personal Injuries Guidelines by the Judicial Council in April 2021.

Impact of COVID-19

Datafor2020and 2021 is influenced by the impact of COVID-19 and
subsequent government restrictions. This impact canbe seenoninsurers’
premiums, claim costs andfinancial results; and should be borne inmind
when considering this data.

Future Enhancements to the Report

The NCID private motor insurance data specification will continue tobe
reviewed, withthe goal of increasing the insight thatcanbe gainedintothe
cost of claims in private motor insurance.

Executive Summary

Overview of the Report

This reportis organised as follows:

Part 1 considers premiums for private motor insurance between 2009 and
2021.

Part 2 examines claimsrelated to motor accidents thatoccurred between
2009 and 2021.

Part 3 gives a breakdown of insurers’income and expenditure for private
motor insuranceinfinancial years 2009t02021.

| Central Bank of Ireland
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Part4 analyseshowclaims were settled between2015 and 2021and the
various associated costs(claimant compensation, legalfees and other
costs).

Part 5 analysesthe changeinthe ultimate costof claims from2018 to
2021,and provides informationonclaimdevelopment patterns andlarge
claims from2009t02021.

Part 6 provides notes and information onthe key terms and methodology
employedin this report.

Appendices provide further information onthe backgroundto the NCID
and reporting population.

Note on the Grouping of Claims

Private motorinsurance claims are discussedin Parts 2, 3,4 and 5 of this
report.ltisimportant tonote that the claims discussedinParts 2 and 5
were collected on a different basis tothe claims inPart 3, whichin turn
were collected on a different basis tothe claims in Part 4. Anexplanationis
provided below.

Accidentyear (Parts 2 and 5): the year inwhich the accident occurred. It
may take severalyearsfor all claims relatingto a particular accident year to
be fully paid. In the interimperiod,insurers needtoestimate howmuch it
willultimately cost topay all claimsthat occurredina particular accident
year.This estimateis called the ultimateclaims cost® Estimates of ultimate
claims costs areregularly updated based onthe most recent data available.
The ultimate claims costsshowninthis report were calculatedas at 31
December 2021.Further informationonultimate claims costsis available
in Parts 5 and 6 of this report.

Financial year (Part 3): the year for which financial accounts are stated.
When stating the claimsincurredina financial year,insurersinclude: claims
which were paid inthe year; reserves thatthey put aside for claims that
happenedthat year; and changes tothe reserves put aside for claims that
happenedin previous years.

Settlementyear (Part4): the yearinwhichthe final payment is made in
respect of aclaim.Claims settledinaparticularsettlement year maybein
respect of accidents that happenedinprior years.

4 The concept of ultimate claims costs is explained in Part 6.

| Central Bank of Ireland
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Private Motor Insurance Report 4 - Key Findings

Cost of Insurance 2020-2021

Premium: The averageearned premium per policy decreased by 2%.

Claims cost per policy: increased by 1%, however this is a 20% decrease
on pre-COVIDlevelsin2019.

Claims as % of premiums: were at their lowest point inthe time series in
2020 at47%,thisincreasedslightlyto49%in2021.

Claims frequency: increased by 11%, however this is still a decrease of
15% from the pre-COVID levelsin2019.

Average cost per claim: decreased by 9%.

Cost of Insurance 2009-2021

Premium per policy

Average earned premiumincreased 23%
from 2009 to0 2021, following:

e | 12%from2009t02013;

e PN63%from2013t0o2018;and

e | 14%from2018t02021.

Premium levels by
quarter

On aquarterly basis,as atQ4 2021, the
average earned premium has decreased by
17% since its highest pointinQ4 2017.

Claims cost per policy

Claims cost per policy decreased 31% from
2009t02021,following:

e | 15%from2009t02010;
e N13%from2010to2014;
e | 10%from2014t02019
e | 20%from2019t02021.

Claims as % of
premiums

Claims costs were onaverage 67% of
premiums from 2009 to 2021.

Claimcosts as a percentage of premiums
were at their highest pointin2014 at 92%
and at their lowest point in 2020 at 47%.

Central Bank of Ireland
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Injury claims frequency decreased 49%from
2009t02021,following:

e | 26%from2009t02019;
e | 31%from2019to02021.

Claims frequency
(claims count per
policy)

Damage claims frequency decreased 53%
from 2009 t02021, following:

e | 45%from2009t02019;
e | 14%from2019t02021.

The average cost perinjury claimincreased
by 57% from 2009 t0 2021, following:

e N42%from2009t02019;

e NM11%from2019t02021.

Average cost per claim

The average cost per damage claim
increased by 12% from2009t02021,
following:

e | 19%from2009t02013;

o N39%from2013t02021.

The table below is a summation of the key premium and claim metrics over
the period.

Summary of Premium and Claims Trends from

2009-2021
2009 - 2013 - 2018- 2019-
2013 2018 2019 2021
Average Earned
overage I] 10| f 63%| I) 5% {1 -9%
Average Cost of Claims 170 o co 500
per Policy @ sk t 4% @ >% @ 20%

Claims as % of Premium
Ratio (AY)

O 80%

@ 67%

@ 55%

@ 48%

Claim Frequency

@ -24%

@ -22%

@ 6%

@-15%

Avg Cost per injury Claim

t 28%

1 16%

@ -4%

1 11%

Avg Cost per damage
claims

11 -19%

1 21%

@ 9%

1 5%
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Income & Expenditure 2021

e Operatingprofit: 13% of total income.
2o ST e CombinedOperatingRatio (COR)’:
80% gross and net of reinsurance.
e Reinsurancecost: 7% of total income.
e Investment income: 2% of total
income.

Income & Expenditure 2009-2021

Private motor revenue | ACross allyears,2009t02021, operating

6 profit was 4% of total income.
results

) .
Insurers’ Operating The operating result was on average:

Profit o A profit of 8% of total income from
2009t02012
e Aloss of 9% of total income from 2013
t02016
e A profit of 11% of total income from
2017t02021.

Combined Operating Over2009t02021,the COR was onaverage

) s 96% gross of reinsurance and 100% net of
Ratio (COR) reinsurance.

The COR averaged:
e 101%grossand 102% net from 2009
to2012
e 118%grossand123%netfrom2013
to2016
e 83%grossand84%netfrom2017to
2021.

5 The Combined Operating Ratio is a key measure of the profitability of an
insurance business. Itis defined in Part 3.

6 As some firms do not account for private motor insurance business separately, an
income and expenditure statement was prepared on a proportioned basis.
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Reinsurance Cost as %
of Total Income

Across allyears,2009t02021, reinsurance
costs were 4% of total income.

Reinsurance costs were onaverage:
o 1%of totalincome from 2009t02012
e 0% of totalincome from2013t02016
e 7% of totalincomefrom 2017 to
2021.

Investment Income as
% of Total Income

Across allyears,2009t02021, investment
income was 5% of total income.

Investment income was on average:
e 9% of total income from 2009t02012
e 6% of totalincome from 2013t02016
e 3% of totalincome from 2017t02021.

Injury Claim Settlements Data 2019-2021

Method of Settlement”
by Channel

The % of injury claimants whosettled claims
by channel from2019t02021:

e 35%directly, before PIAB

o 14%directly,after PIAB

e 16%throughPlAB

e 34%throughlitigation,before a court
award

e 2%throughlitigation,withacourt
award

Personal Injuries
Guidelines

For injury claims settledin2021, 16%
settled under the Personal Injuries
Guidelines.

For claims that settled through PIAB in
2021:

e 20%settledunderthe guidelines.

e Average compensationforclaims
that settled under the guidelines was
34% lower thanfor claims that
settledwithreference tothe Book of
Quantum.

7 The different settlement channels are described in Part 4.

Central Bank of Ireland
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Injury Claim Settlements 2015-2021

The nature or severity of the injury claims settled inthe different
channels couldvary significantly. This should be borne in mind when
comparing the cost and time of settling injury claimsinthe different

channels.
Method of Claimant Durationof injury claims settled by channel:
Settlement by Channel e 1.4yearsthroughdirect channel

e 2.0yearsthroughPIAB
e 3.9years throughlitigation

Method of Settlement | % of injury claimcosts settled by channel:

(by Cost) o 22%throughdirect channel
e 11%throughPIAB
e 67%throughlitigation

Claims with Total For 94% of claimants, the total cost of a
Costs < €100K claimwas less than€100K
DirectSettlements Average compensation€13,933
<€100k Average legal costs €1,568

PIAB Settlements Average compensation€21,856
<€100k Average legal costs €686

Litigated Settlements | Average compensation€24,174
<€100k Average legal costs €15,567
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PART 1 - Premiums

Data was collected on premiums and the number of
policies between 2009 and 2021.

Key Insights and Findings

The average earned premium per policy was €607 in 2021. This
was 2% lower than in 2020.

For the annual average earned premium, there are three distinct
periods of pricing behaviour leading up to 2021:
e A period of falling premiums from 2010-2013, when

premiums decreased by 14%.
A period of increasing premiums from 2013-2018, when
premiums increased by 63%.
A period of falling premiums from 2018, when premiums
decreased by 14% to 2021.

On a quarterly basis, Q4 2017 had the highest average earned
premium per policy at €710. This has since decreased by 17% to
€590 in Q4 2021.
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Total Premiums

Table 1 shows that for firms that collected 98% of the private motor
insurance premiums in2021, there were 2.21 million earned policies and
€1.34bninearned premium collectedin 2021. 1t should be noted that the
proportion of the market capturedinthis datamay be differentin2021
comparedto previous years.

Table 1: Thetotal earned policy countand grossearned premiumover
2009-2021.

Year Earned Policy Gross Earned Premium
Count(000's) (€m)
2009 1,877 926
2010 1,751 884
2011 1,804 883
2012 1,871 852
2013 1,875 810
2014 1,858 824
2015 1,815 894
2016 1,795 1,076
2017 1,867 1,286
2018 1,899 1,334
2019 1,992 1,332
2020 2,147 1,330
2021 2,211 1,342

Trends in Premium Costs

Figure 1 shows the average earned premium per policy®for different levels
of cover. Policies that provide comprehensive cover accountedfor at least
80% of policies ineachyearsince 2009. For this reason, the average
premium paid for all policies is significantlyweighted by the average
premium paid for comprehensive policies.

8 See Part 6 for an explanation of earned premium and policy count.

Central Bank of Ireland
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Figure 1: The average earned premium per policy for different levels of
coverforyears 2009-2021.
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Overall,average earned premiums per policy increased by 23% from 2009-
2021.Thiswas characterised by three distinct periods:a period of falling
premiums from 2010-2013, when premiums decreased by 14%; a period of
rising premiums from 2013-2018, whenpremiums increasedby 63%; and a
period of falling premiums from 2018 when premiums decreased by 14%
(comparing annual premiums).Over the lastyear, the average earned
premium decreased by 2% to€607in2021.The year-on-year changes in
average earned premiums are shownin Figure 2.
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Figure 2: Annual year-on-year changesin averageearned premium per
policy for different levels of cover for years 2009-2021.
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Withinthe time series, the increasesand decreases inaverage earned
premium per policy are more pronounced for third party policies thanfor
comprehensive policies. However,comprehensive policy premiums drive
theoveralltrend,as they account for 84% of all policies onaverage each
year.Thevast majorityof third party policies include cover for fire and
theft.

Figure 3: Quarterly average earned premium per policy for all policy
types Q12009-Q42021.
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Figure 3shows the average earned premium per policy across all policy
types by quarter. The average earned premiumincreased by 6 6% fromits
lowest point of €428 inQ4 2013 toits highestpoint of €710in Q4 2017.
The average earned premium has beendecreasing sinceQ4 2017, leading
toan average earned premiumof €590inQ4 2021,a 17% reductionfrom
the peak.

Thedrop inaverage earned premiuminQ2 2020 is as aresult of premium
rebates whichare discussed below.

Premium Rebates in 2020

During 2020, severalinsurersissued premiumrebatestocustomers
because of the impact of the COVID-19 pandemic. Rebates took a variety
of forms including cash, shop vouchers, charitable donations and discounts
on future policy renewals. Where a discount was applied to policies on the
following year’s renewal, these are not includedinthe rebate figures. Also,
asmall proportion of the rebates issued were not treated as areductionto
premium and therefore these are notincludedin Figure 4.

ThedatainPart 1 has shown earned premium amounts after rebateswere
givento policyholders. Figure 4 shows the impact of rebates onthe average
earnedpremiumin 2020. Before rebates, the average earned premium
would have been €637 in 2020. After rebates (as shownelsewhere in Part
1),the average earned premiumwas €620in 2020.

Figure 4: Average earned premiumbefore and after rebates for years
2014-2021.
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The total premiumrebate amount earned for private motorinsurancein
2020was€42.5m. Toput thisincontext, this is equivalent to 3% of gross

Central Bank of Ireland
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earned premium before rebates in 2020. Figure 4 shows the impact of this
rebate amount when spread across all policiesearnedinthe market in
2020.Not all policies were issued rebates sothe actual rebate amount per
policy would be higher for policies with firms that didgive rebates.

Trends in Written Premium

ThedatainPart 1 has so far focused on the trends in earned premium and
policy counts. For the 2021 NCID Motor submission,additional data was
collectedfor writtenpremiumand policy count. Figure 5 below shows the
comparisonof written premiumand earned premium trends. The average
writtenpremiumis the average premium of policies purchasedinthe year,
in contrast tothe average premium of policies earnedinthe year,see Part 6
for anexplanationofthese terms.Changes tothe averagepremiumare
reflected more quickly inwritten premiumtrends than earned premium
trends.

Figure 5: Average written and earned premiumfor years 2009-2021.
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Overall,average written premiums per policy increased by 14% from 2009-
2021.This was characterised by three distinct periods: a period of falling
premiums from 2009-2013, when premiums decreased by 17%; a period of
rising premiums from2013-2017,whenpremiums increasedby 67%; anda
period of falling premiums from2017-2021 when premiums decreased by
18%.0ver the last year,the average written premiumdecreased by 4%to
€590in2021.

The upcoming mid-year NCID reports will include premium analysisin
order toallowthe observationof writtenand earned premiumtrends on a
more regular basis.

| Central Bank of Ireland
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PART 2 - Claims

Data was collected on the ultimate number and
cost? of private motor insurance claims relating to
accidents that occurred between 2009 and 2021.

Data was collected separately for different types of
claims: third party injury; accidental damage; fire &
theft; third party damage; and windscreen.

Key Insights and Findings

The impact of reduced driving activity as a result of COVID-19
and government restrictions can be observed oninsurers’
ultimate cost of claims during 2020 and 2021.

From 2019:

e The average cost of claims per policy reduced by 21% during
2020 and increased by 1% during 2021;

e Claims frequency decreased by 24% during 2020 and
increased by 11% during 2021

e The average cost per claim increased by 4% during 2020 and
reduced by 9% during 2021.
Between 2009 and 2019:
e Average cost of claims per policy reduced by 15%.
e Claims frequency reduced by 44%, with injury claims

frequency reducing by 26% and damage claims frequency
reducing by 45%.

e The average cost of an injury claim increased by 42% and
the average cost of a damage claim increased by 7%.

The industry gross loss ratio (claims as a percentage of premiums)
averaged 67% between 2009 and 2021. This reached a high of
92% in 2014 and alow of 47% in 2020. The gross loss ratio was
49% for 2021.

? As calculated at 31 December 2021.

Central Bank of Ireland
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Table 2: Total ultimateclaim numbers and ultimate claim costs for
accidentyears 2009-2021.

Accident Year Ultimate Claim Ultimate Claim Costs

Numbers (000's) (€m)
2009 295 806
2010 256 636
2011 231 672
2012 224 691
2013 223 697
2014 219 760
2015 199 723
2016 181 699
2017 170 706
2018 177 733
2019 173 723
2020 138 601
2021 158 630

Table 2 shows the total ultimate claim numbers and ultimateclaim costs for
93% of the private motor insurance marketin2021. It is estimated thatthe
total claims cost for 2021 will be approximately€630macross 158,000

claims. This representsanincrease of approximately €28minclaimcosts

and 20,000 inthe number of claims comparedtothe 2020 accident year.

Type of Claims

Figure 6: Percentage of ultimate claim numbersby claim type for accident

years 2009-2021.
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As seenin Figure 6,damage claims (i.e.,those relating to accidental damage,
fire & theft, third party damage, and windscreen®) make up the majority of
claims by number. Damage claims made up 94% of the total number of
claimsin2021,a 1% decrease from 95%in 2009.

Figure 7 shows the breakdown of insurers’ total claims costs. Between
2009 and 2021, total injury claims costs accounted for 70% of the total cost
of claims onaverage. Injury claims’share of the total costsincreased over
thattimefrom59%in2009toapeakof 75%in 2017.Theincrease was
mostly realised by 2012, wheninjury claims accounted for 71% of the total
claims cost. The relative contribution of injury claims costs tototal claims
costs was reasonably stablefrom2012t02020.From2020t0 2021 there
was adrop in the contribution of injury costs tototal claims from72%to
68%.

Figure 7: Percentage of ultimate claims costs by claimtype for accident
years 2009-2021.

100%
80%

70%
60%
50%
40%
30%
20%
10%

0%
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

B Third Party Injury Accidental Damage B Fireand Theft
B Third Party Damage ® Windscreen

10 See Part 6 for descriptions of claim types.
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Average Cost of Claims per Policy

Figure 8 shows the average cost per policy of eachclaimtype . Overall, the
cost per policy of all claims reduced by 31% from 2009 to 2021.

Over this period, the average cost per policy decreased by 15% from 2009
t02010,increasedby 13% from2010t02014 anddecreased by 10% from
2014t02019 beforeadecreaseof 21% from2019to2020andanincrease
of 1% during 2021.

Figure 8: Average cost per policy of each claim type for accident years
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The average cost of injury claims per policy increased 33% from 2010 to
2014 whereit stabilisedaround€290 from2014t02018. 1t then
decreasedby 8%in2019,by 20%in2020 and afurther4%in2021toalow
of €201. The trendinthe cost per policy of injury claims drives much of the
aggregatetrendas this makes up alarge proportionof the €295 average
cost of claims per policyin2021.

The cost per policy of all damage claims decreased by 47% from 2009 to
2021.This was comprised of a reductionof 42% from2009t02019,a

11 The average cost is per the policy that covers the claim type in question, e.g.,
accidental damage is only covered by comprehensive policies.
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further reduction of 22% during 2020 followed by an increase of 16%
during 2021.

Thelarge decreaseinaverage cost of claims per policy shownfrom2019to
2020isdrivenprimarily by reduceddriving activityas aresult of COVID-19
relatedrestrictions. Theserestrictions continued during 2021 andthe
average cost per policy was still at alower level in2021 comparedto 2019
and earlier years, for all claim types. The impact of COVID-19 canalsobe
seeninboth the frequency of claims and the average cost per claimduring
2020and 2021.

The 2021 accident year could alsoinclude the impact of the introduction of
the Personal Injuries Guidelines onthe cost of claims per policy. The
guidelines wereintroducedin April 2021.They set out updated awards for
any new injury claims and are expected toreduce overallinjury claim
amounts. The average cost per claimfor the 2021 accident year includes
the expectedimpact of the guidelines inthat year.

Personal Injuries Guidelines are discussedinmore detail in Part 4.

Frequency of Claims

Figure 9 shows the number of eachtype of claim per 1,000 policies *2
Between 2009 and 2021, the frequency of claims has decreasedfor all
claimtypes. The overall frequency reduced by 44% from 2009t02019 and
by afurther 24%in2020. The frequency increased by 11% during 2021 (a
53% decrease over the whole period).

Thedecreaseinfrequency from 2009 to 2019 was mostlydrivenby a
reductionin damage claims of 45%. Injury claims decreased by 26 % from
8.5 perthousandpolicies in2009t06.3in 2019. The decrease infrequency
from 2019t02020 canbe seenfor both injury claims (-33%) and damage
claims (-23%). There hasbeenanincrease infrequency during 2021 of 11%.
However, frequency levels in2021 arestillat alower level comparedto
2019 andearlier years, particularlyforinjury claims.

12 Note that not every policy will cover each claim type - e.g., accidental damage is
only covered by comprehensive policies. The frequency by cover has been
calculated as the average number of claims per policy that covers the claim type in
question. The overall frequency per policy has been calculated as the average
number of claims per policy, including all policies, regardless of coverage.

Central Bank of Ireland
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Figure 9: Number of claims per 1,000 policies by claim type for accident
years 2009-2021.
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Average Cost of a Claim

Figure 10 shows the average ultimate cost per claimover the period for
injury and damage claims. Overall, the average cost of a claimincreased by
60%from€2,733in2009 toa peakof€4,365in 2020 followed by a
reductionof 9% during 2021t0€3,977.

The average cost of aninjury claimincreased by 69% from€29,620in 2009
t0€49,930in2020 andthenreducedby 7% t0€46,509in2021(a57%
increase overall). The average cost of adamage claimincreased by 12%
from€1,198in2009t0€1,346in2021.However,therewasa 19%
decreaseinthe average costof adamage claimfrom 2009 to 2013 followed
by a39%increase from2013t02021.

Thesharpincreaseinthe average cost of aninjury claimin2020is
attributedtothe uniqueness of the 2020 accident year asa result of
COVID-19.Larger injury claims made up a higher proportion of all injury
claimsin2020thaninprevious years leadingtoanincreased average cost
per claim,see Part 5 for additional detail onthis.

The 2021 accident year was stillimpacted by COVID-19 and the relevant
restrictions. The introduction of the Personal Injuries Guidelinesin April
2021 couldalsohave had animpact on the average cost per injury claimin
2021 andare expectedtoreduce the cost of new injury claims. The average
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cost perinjuryclaimin 2021is 7% lower than 2020, but is still higher than
2019 andearlier accident years.

Figure 10: Average cost per claim of injury and damage claims for
accidentyears 2009-2021.
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Premiums and Claims Costs

Thetrendsin claims costs showninthis Part are based onanestimate of
claims costs calculated asat 31 December 2021. This may differ fromthe
estimatesthat insurers made whensettingtheir premiumlevels. The
difference betweenthe estimatescalculated between 31 December 2018
and 31 December 2021 are showninPart 5.

Figure 11 compares the average costof claims per policy tothe average
earned premium per policy. The cost of claims is just one element of the
total cost toinsurers of servicing insurance policies. Other coststhat
impact industry profitability include management expenses, commissions
and reinsurance costs™®.

13 These expenses are defined in Part 6.

| Central Bank of Ireland
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Figure 11: Comparisonofthe averageearned premiums per policy and
theaverage cost of claims per policy for accident years 2009-2021.
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Torecapon Parts 1and2sofar:

e Between2009and2021,the annual average earned premium per
policy increased by 22%* the average cost of claims per policy
reduced by 31%(15%t02019;20% since 2019).

e 2013 wasthelowest point for average earned premiums over the
twelve year period, having decreased by 12% from€493in 2009 to
€432in2013.Premiums startedtoincrease in2013,increasingby
63%toanaverage of €703in2018. Premiums havedecreased by
15%“*since 2018 toanaverage of €599in2021.

e Average claims costper policy reduced by 13% from€429in 2009
to€372in2013,andincreased by 4%to€387in2018.Since 2018
the average claimscost per policy has reducedby 24%to€295.
Changesinclaims cost over the period were mostly driven by
changes withinthreesingle years (i.e.,2010,2014 and 2020).

Figure 12 provides a year-on-year comparison of changes inannual
premiums and the ultimate cost of claims.

14 1n Part 1 the increase in annual average earned premium per policy from 2009 to
2021 was reported as 23%, the decrease from 2018 t02021 as 14%and the 2021
average earned premium as €607. These figures differ from those presented in
Part 2 due to the market coverage the calculations were based on. Part 1 was
based on 98% market coverage, however in Part 2 they were based on 93 % market
coverage in order to be consistent with the market coverage used in calculating
claims costs.

Central Bank of Ireland
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Figure 12: Year-on-year changesin average expectedultimate claims
costs and averagepremiums per policy for accident years 2009-2021.
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Between2009 and 2021, claimscostshave been,onaverage, 67% of
premiums earned. As per Figure 13,theloss ratio(claims asa percentage of
premiums) peakedin2014 at 92%.By 2017 thishadreducedto55%,and
remainedstable from2017t02019.Theloss ratiofellto47%in2020 and
increasedslightlyto49%in2021.

Figure 13: Theratio of ultimate claims costs toearned premiums (loss
ratio) for accident years 2009-2021.
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Therelative trends inclaims costs and premiums observed between 2009
and 2021 areindicative of anunderwriting cycle. This cycle, with peaks and
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troughs in premiums, reserves and profitability, is afeature of allinsurance
markets but appears to be particularly pronouncedin Ireland®>.

15 The Underwriting Cycle is described in more detail in Part 6.
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PART 3 - Income and Expenditure

Statements of income and expenditure for private
motor insurance were collected from firms across
financial years 2009 to 2021.

Key Insights and Findings

Insurers’ operating profit across private motor in 2021 was 13%
of total income.

Insurers’ operating profit across private motor for all years was
4% of total income. In the period 2009 to 2012, an operating
profit of 8% was recorded, between 2013 and 2016 there was an
operating loss of 9% and from 2017 to 2021 there was an 11%
operating profit.

The Combined Operating Ratio (COR) was 80% both gross and
net of reinsurance for 2021. Across all years the Combined

Operating Ratio was 96% gross of reinsurance and 100% net of

reinsurance.

The net cost of reinsurance across all years has averaged 4% of
total income. The net cost of reinsurance averaged 1% of total
income from 2009-2012, 0% of total income from 2013-2016,
and 7% of total income from 2017-2021.

Investment income has averaged 5% of total income across all
years. Investment income averaged 11% of total income in 2009;
this has reduced gradually over the time period to 2% of total
income in 2021.
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Breakdown of Income and Expenditure

Table 3and Table 4 provide a breakdown of the income and expenditure
components for the latest financialyear 2021.From Table 3,it canbe seen
that the profit for the 2021 financial year was 13%of total income.

The remainder of the Income and Expenditure sectionwill concentrateon
the financial performance of firms providing private motor insurance cover
from 2009t02021.The data tables, whichwill be published in anannex
accompanying thereport, will include the breakdown of income and
expenditure results by year.

Table 3: Breakdownof totalincome and expenditure for 2021.

Category 2021
Income(€m)

Gross earned premium 1,353
Investment income 26
Other earnings 6

Expenses (€m)
Gross UW expenses -1,077
Reinsurance impact -98
Other expenses -8
Interest & Tax -25
Profit (€m)
Profit 176
Profit (%) 13%

Table 4: Breakdownof grossunderwritingexpensesfor 2021

Category 2021
Gross Underwriting Expenses (€m)
Gross Claims Incurred -645
Claims Management Expenses -56
MIBI Expenses -52
Gross Commission -128
Management Expenses -196
Total (€m)

Total - Gross UW expenses | -1,077

Central Bank of Ireland
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Profitability of Private Motor Insurance

Figure 14 shows the totalincome and total expensesacrossall firms over
the period 2009 t02021.Theseresultsare limited tothose firms writing
private motorinsuranceinlrelandsince 2018 i.e.,it does not include firms
that exitedthe market prior tothe introduction of the NCID.

Operating profit as a percentage of total income is also shown. The
aggregate operating profit for private motor insurance across all years
2009t02021 was 4% of total income.

Figure 14: Breakdown of total income and expenditure from 2009-2021.
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Figure 15 shows how insurers’ operating results varied across the time
series for private motorinsurance. There arethree distinct periods inthe
data: 2009-2012,2013-2016and2017-2021.

From 2009t0 2012, privatemotor insurance was predominantly profitable,
with an operating profit of 8% of total income across this period. From
2013t02016,it was predominantly unprofitableand the market had an
operatingloss of 9% of total income across these years.

The private motor market was profitable againfrom2017to 2021 witha
combined operating profit of 11% of total income. In summary, over the

Central Bank of Ireland
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time periodfrom 2009-2021,therehas been anaverageoperatingprofit of
4% across all firms for private motor insurance.

Figure 15: Operatingresult by financial year from 2009to 2021.
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As highlighted previously, the data collectionincludes any firmwriting
private motor business over 2018t02021. The profitability figureswill
have anelement of survivor bias; they will not include the results of those
firms that exited the market priorto2018.

The key income components are gross earned premium and investment
income; the key expense components are gross underwriting expensesand
reinsurance.

The remainder of this sectionwill gointomore detail onthese key
elements. This will include the following breakdowns:

(i) Operating performance split by key components (underwriting
result,investment income and reinsurance);

(ii) A breakdown of the impact of reinsurance split between
reinsurance cover fromthird party reinsurersi.e.,external
reinsurance arrangements;andrelatedreinsurersi.e., fromentities
that are part of the same group as the firm;

(iii) Combined Operating Ratio (COR) performance (based onearned
premium and underwriting expenses);

(iv) A breakdown of individual underwriting expenses (i.e.,grossclaims
incurred, claims management expenses, gross commission,
management expenses and MIBlexpenses); and
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(v) Afurther breakdown of the gross commissionexpenses between
thirdparty distributionchannelsi.e., brokers and comparison

websites; and relateddistributionchannelsi.e.,the firm’s own

distribution networks or distributionthroughrelated companies.

Operating Performance split by Key Components

Table 5 shows the key components of operating performance as a
percentage of totalincome split betweenthe net insurance-relatedresult
(including reinsurance impact), investment income and other earnings, tax

and expenses.

Table 5: Profit,investmentincome and other earnings and expenses
2009-2021as proportion of total income.

| Central Bank of Ireland

Gross Net Other
Year Insurance Reinsurance Insurance Investment  Earnings, | Operating
Related Related Income Tax and Result
Result* Result Expenses
2009 -7% -1% -8% 11% 0% 3%
2010 0% -2% -2% 10% -1% 7%
2011 6% -2% 4% 8% -4% 8%
2012 0% 0% 0% 8% 4% 12%
2009-2012 -1% -1% -1% 9% 0% 8%
2013 -27% 0% -27% 8% -1% -20%
2014 -19% -1% -19% 7% 3% -9%
2015 -17% 2% -15% 7% 0% -8%
2016 -8% 0% -8% 4% 1% -3%
2013-2016 -17% 0% -16% 6% 1% -9%
2017 8% -4% 4% 3% -1% 6%
2018 17% -9% 8% 3% -1% 9%
2019 17% -7% 10% 3% -1% 12%
2020 22% -10% 12% 2% -1% 12%
2021 20% -7% 13% 2% -2% 13%
2017-2021 17% -7% 9% 3% -1% 11%
Tot;g(zzlc))o& 3% 4% 0% 5% 0% 4%

* Gross Insurance-related result:

Gross Earned Premium - Gross UW Expenses

Total Income (including Investment Income)

The grossinsurance-relatedresultindicatesif thereis a profit orlossin
relationtoinsurance activities, grossof any reinsurance impact;we have
shown this as a percentage of total income. This includes the performance
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of premiums, claims, and expenses related towriting insurance business.
Across all years, there has beena gross insurance-related profit of 3% as a
proportion of totalincome (-1% from2009-2012,-17%from2013-2016
and +17%from2017-2021).

The net insurance-related resultindicatesif thereis a profit or loss in
relationtoinsurance activities net of reinsurance; we have shown this as a
percentage of totalincome. This calculates the insurance-relatedresult
highlighted inthe previous paragraph net of any reinsurance impact, i.e.,
using premiums, claims and expenses net of reinsurance. Across allyears,
there has beena net insurance-related resultof 0% as a proportion of total
income (-1% from 2009-2012,-16%from2013-2016and +9%from 2017-
2021).From2009-2016,the marketexperienced aninsurance-related loss
eachyearwiththe exceptionof 2011, bothgross and net of reinsurance.
From 2017 t02021,there was aninsurance-related profit eachyear both
gross and net of reinsurance. The reinsurance impact will be discussedin
more detail inthe next section.

Investment income as a proportion of total income across all years has
averaged 5%.As detailedin Table 5,investment income as a percentage of
total income has been gradually reducing across the time period; froma
highof 11%in2009t02%in2021.

Figure 16: Interactionbetween profit and investment income for 2009-
2021.
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Figure 16 shows the interactionof the net insurance-relatedresult,
investment income and operating profit for the 2009 to 2021 financial
years.

Central Bank of Ireland

Page 33



Private Motor Insurance Report 4

e Forthe2009 and2010financial years,the netinsurance-related
result was negative, but this was offset by investment income
leading toa positive operating result;

e Forthe2011and2012financial years,4% and 0% net insurance-
relatedresults respectively combined withinvestmentincome,
resultedin positive operating results;

e Forthe2013to2016financial years,the operating resultwas
negative as aresultof negativenet insurance-related results which
falling levels of investment income could not offset fully;

e Forthe2017to2021financialyears,althoughinvestmentincome
continues tofall, theincreasingly positive net insurance-related
result has ledtoanoperating profit over this period.

Reinsurance

Figure 17 shows how the proportion of premium cededto reinsurers has
changedfrom 2009-2021. Premium ceded refers to the premiumpaid by an
insurer for areinsurance contract. Inexchange, thereinsurer coversan
agreed level of claim experience therefore reducing the claims riskborne
by aninsurer. The reinsurer may also cover a proportion of the expenses
incurred by the insurer in writing the business. Premiums canbe cededtoa
third party reinsurer,i.e.,anexternal provider of reinsurance cover; or
througha reinsurer withinthe same group as the firm which is defined here
asrelatedreinsurance.

The percentage of premium ceded by insurers increased fromanaverage of
7% for 2009-2014 to 36% for 2015-2021. Thisincreaseis drivenby the
increaseinrelated reinsurance coverwhichhas increased from5% on
averagefor2009-2014to034% for 2015-2021.

This metric canbe influenced by one-off reinsurance arrangements thatare
put inplace tocover losses for previous accident yearse.g.,following a
merger or re-structure. This would result infirms ceding large volumes of
premium comparedtothe actual premiumreceivedfor a particular
financial year.

| Central Bank of Ireland
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Figure 17:Proportion of premiumceded by insurers for reinsurance, split
betweenrelated and third party reinsurersforyears 2009-2021.
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For the most part,theincreaseinrelatedreinsurance cover from2015is
attributable tothe use of quota share reinsurance arrangements whichare
usedto share premiums, claims and expenses betweenthe insureranda
reinsurer inpre-determined proportions. This facilitates the sharing of
losses inpoor-performing years and profits in well-performing years. These
arrangements canreduce the level of risk withineachfirmand provide
benefit through a reduction inthe amount of capital that anindividual firm,
or agroup, has tohold to satisfy regulatory requirements.

Figure 18illustratesthe net cost of reinsurance for eachyear from 2009 to
2021 forrelatedandthird party reinsurance. The total net costacrossall
financial years 2009-2021equatestoa cost of 4% of total income. This is
shown as -4%inTable 5 to signify that reinsurance was anexpense tothe
insurer. This is the case where the insurer paid more to areinsurerin
premium thanthey receivedbackinclaims and expense payments. This
varies across the time periodfor related and third party reinsurance.
Where the net cost is positive, this signifies that reinsurance was anincome
tothe insurer,with claims and expense paymentsfromthe reinsurer being
larger thanthe premium paidto them.

Page 35



Private Motor Insurance Report 4

Figure 18: Net cost of related and third party reinsurance cover foryears
2009-2021.
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Table 6 below shows how the net cost of reinsurance varies for related and
third party reinsurance cover across various time periods.

At a total level,the impact of third party reinsurancewas -1% acrossall
years andthis has beenrelatively stable across the timeperiod; this
averaged-1%for 2009-2011, 1% for 2012-2014,-2% for 2015-2016 and
-1%for 2017-2021.

For related reinsurance, the totalimpactwas -3% acrossall years and this
has varied across the time period; this averaged 0% for 2009-2011,-1% for
2012-2014,3%for 2015-2016and-6%for 2017-2021.

Table 6: Net cost of related and third party reinsurancecover.

Year Third Party Reinsurance Related Reinsurance
2009-2011 -1% 0%
2012-2014 1% -1%
2015-2016 -2% 3%
2017-2021 -1% -6%

Total -1% -3%

Combined Operating Ratio (COR)

The operating result inthe earlier section looked at the split of the key
components of income and expenditure as a percentage of total income,
with a particular focus onthe net cost of reinsurance. However, a key ratio
used by insurers tomeasure the underlying performance of theirinsurance

| Central Bank of Ireland
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related activities is the Combined Operating Ratio (COR).The COR

describes insurance related outgoings as a proportion of earned premium.

This is defined as:

COR Claims incurred® + Other underwriting expenses1”

Earned premium

This metricis animportant performance indicator used by insurersin
making pricing and underwriting decisions. The COR can be calculated
either gross (before the effect) or net (after the effect) of reinsurance, and
isunchanged by the quota sharereinsurance arrangementsdescribed
previously inthe Reinsurance section. The Net COR will differ from the
Gross COR as aresult of other types of reinsurance arrangements.

Furtherinformationon gross underwriting expenses is providedin
subsequent sections.

From aninsurer’s perspective, a high COR representsanunfavourable
result. ACOR greaterthan 100% representsa higher level of insurance
related outgoings thaninsurance-relatedincome.

Figure 19 provides the Gross and Net COR from 2009t02021.The total
Gross COR was 96% across all financial years; the Net COR was 100%2.
Between 2009 and2016,2011 was the only year where the Gross and Net
CORwerelessthan100%,i.e.,where underwriting was profitable. From
2017t02021the COR has beenless than 100%.

16 Incurred claims include: claims paid in the year; reserves for claims which
occurred in the year; and changes in reserves for claims which occurred in prior
years.

17 Other underwriting expenses include: commissions; other acquisition costs;
policy administration; and claims handling expenses.

18 Net COR may be sensitive to the restructuring of firms and of reinsurance
arrangements.

Central Bank of Ireland
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Figure 19: Gross and Net COR for 2009-2021.
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Table 7 shows the Gross and Net COR across the distinct periods of profit
and loss.Between 2009 and 2012 both the Gross and Net COR were
slightly above 100%, whichmeant insurance outgoingsslightly exceeded
premium income for this period. For the period between2013and 2016
theratiowas very high,witha Gross COR of 118% anda Net COR of 123%,
indicating that the insurance business was loss making.

From 2017 t02021 the Gross and Net CORs averaged 83% and 84%
respectively,indicatingthat the insurance business has been profitable.
The lowest COR results were achieved during 2020, whichhad a Gross
CORof 77% anda Net COR of 79%. The Gross and Net COR both
increasedto80%in2021.

Table 7: Gross and Net COR for various time periods.

Year Gross COR Net COR
2009-2012 101% 102%
2013-2016 118% 123%
2017-2021 83% 84%

AllYears 96% 100%

Underwriting Expenses

Figure 20 provides a breakdown of the underwriting costs as shownin the
Combined Operating Ratio sectionabove. We cansee that grossclaims-
related costs (i.e.,claimsincurred and claims handling expenses) were the
greatest expenditure accounting for 68% of gross earned premium across
2009-2021.

Central Bank of Ireland
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Other expenses are a combination of management expensesand MIBI%
expenses. These amountedto 20% of gross earned premium across 2009-
2021.Commissionexpensesamountedto 8% of gross earned premium.

Management expensesare the expenses related to product development,
systemimprovements,salaries,auditing costsand regular day-to-daycosts
i.e., electricitybills, rent foraccommodation,and I T costs. Claims
management expensesare the expensesrelated tothe processing and
resolving of claims, including certainlegal and adjusters’ fees and internal
costs of processing claims payments.

Figure 20: Breakdown of the grossunderwriting costs for 2009-2021as a
percent of gross earned premium.
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Commission

Figure 21 provides a breakdown of gross earned premium by distribution
channel betweenthird party distribution,i.e.,brokers and comparison
websites; direct distribution, i.e., the firm’s owndistribution networks; and
relateddistribution,i.e., distributionthrough companies related tothe firm.
Policies sold throughthird party intermediaries made up47% of gross
earnedpremiumacross all years,2009t0202 1. The proportionsold
throughthis channel increased from 38% of premium in2012to 50%in
2021.

19 MIBI expenses are amounts payable to the Motor Insurance Bureau of Ireland
(MIBI). MIBI’s principal role is to compensate victims of road traffic accidents
caused by uninsured and unidentified vehicles and is funded by all companies
underwriting motor insurance in Ireland.

Central Bank of Ireland
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Policies soldthroughrelateddistribution anddirect distributionmade up
16% and 37% respectively of gross earned premiumacrossall years, 2009
to2021.

Figure 21: Split of gross earned premium between third party, direct and
related distribution channels®.
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Figure 22 highlights commission costs as a percentage of premiumon
policies sold throughthird party intermediaries.Onaverage, the total
amount of commission as a percentage of premiumsold throughthird party
intermediaries was 15%from 2016 to2021. Thisremainedrelativelystable
across thetimeseries.

Figure 22 also provides the split of commission costs betweensales
commission,i.e.,amounts paidto adistributorinrespect of thesaleof a
policy; andother services,i.e.,all other amounts paidto the intermediary
that arenot relatedtothe selling of a policy. Onaverage, the total amount
of sales commission as a percentage of premiumsold through third party
intermediaries was 13%from2016t02021; costsfor other services were
2% of premiumsold throughthird party intermediaries.

20 |t is not possible to publish direct and related distribution percentages
separately for 2009-2017 due tostatistical confidentiality rules applied to the
data.
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Figure 22: Commission as a percentage of earned premium for polices
sold through third party intermediaries?..
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PART 4 - Claim Settlements

Data was collected on claimants who settled claims
between 2015 and 2021. The number of claimants
and the aggregate cost of settling their claims was
collected by claim type and settlement channel.
This gave insight into trends in the settlement
channel used, and the various costs associated with
settling claims.

Key Insights and Findings

16% of all injury claimants that settled in 2021 settled under the
Personal injuries Guidelines.

For claims that settled through the Personal Injuries Assessment
Board (PIAB)in 2021:
e 20% settled under the Personal Injuries Guidelines
e The average compensation for claims that settled under
the guidelines was 34% lower than for claims that settled
with reference to the Book of Quantum

For claimants who settled injury claims over 2019 to 2021:

o 35% settled directly, before PIAB
14% settled directly, after PIAB
16% settled through PIAB
34% settled through litigation, before a court award
2% settled through litigation, with a court award.

Between 2015 and 2021, 94% of injury claimants had total claim
costs less than €100k, average costs for these were:

e Direct: compensation was €13,933 and legal was €1,568
e PIAB: compensation was €21,856 and legal was €686
o Litigated: compensation was €24,174 and legal was €15,567
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In terms of injury claim settlements between 2015 and 2021, and
the duration between the reporting and settling of claims:
e Claimants that settled directly (before or after engagement
with PIAB) had an average duration of 1.4 years
Claimants that settled through PIAB had an average
duration of 2 years
Claimants that settled via litigation (before or with court

award) had an average duration of 3.9 years

22% of costs related to claimants settling directly, 11% to
claimants settling through PIAB, and 67% to claimants
settling via litigation

Data available on Settlement Channels

The settlement channels analysedinthis report are of two types. For claims
settledin2019 onwards, claims are split intofive settlement channels:

¢ Direct beforePIAB: Claims settled directly betweenclaimant and
insurer before PIAB involvement and before theinitiation of legal
proceedings.

e Directafter PIAB: Claims settled directly between claimant and
insurer after PIAB involvement but before theinitiation of legal
proceedings.

e PIAB:Claims settledthroughthe Personal Injuries Assessment
Board (PIAB).

e Litigated before Court Award: Claims settled following the
initiation of legal proceedings, but which did not proceed toan
awardset by ajudge.

e Litigated with Court Award: Claims settled following the initiation
of legal proceedings, for which the compensationawardwas set by
ajudge.

For years 2015t02018,claims aresplitintothree settlementchannels
only:

e Direct: both before and after PIAB.

e PIAB

Central Bank of Ireland
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e Litigated: both before and with court award.

The least complex claims are expected tobe settled early betweena
claimant andinsurer. If settlementis not reached, all injury claims then pass
through PIAB. For data collectedinthis report until April 2021, PIAB
calculated compensationamounts using the rangesset out in the Book of
Quantum?, with additional consideration givento any financial loss
incurred by the claimant. From April 2021, the Book of Quantum was
replaced by Personal Injuries Guidelines adopted by the Judicial Council.

PIAB releases caseswhere aninsurer/claimant does not consent to PIAB
assessingthe case, theinjuryis of a naturethatis not appropriate for PIAB
toassess,oraninsurer/claimant rejects PIAB’saward. Inthese instances,
the claimant may pursue the case throughlitigation. It is commonfor
complex cases or claims where liabilityis contested to be settled through
litigation.

Settlement of Claims

Table 8: Total number of claimantssettled and total cost of settlements
forsettlementyears 2015-2021.

Settled Year Nurg:é::; (C(Z)Igl(;rllsa;nts Total Settled Cost (€m)
2015 148 601
2016 137 590
2017 121 618
2018 130 604
2019 127 628
2020 113 568
2021 117 563

Table 8 shows the total number of claimants that settled,and the total cost
of claims, based onfirms that collected 8 7% of the private motorinsurance
premiums in 2021. It canbe seenthat the cost of claims that settledin 2021
totalled approximately €563m, and this was spreadacross 117,000claims.

22 The Book of Quantum provided data on the range of compensation payments for
an assortment of injuries, based on actual figures from court cases, insurance
company settlements, State Claims Agency cases and Personal Injuries Assessment
Board (PIAB) data. It provided compensation ranges for six categories and 34 sub-
categories of injury, and for four levels of injury severity.
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Table 9: Total cost of claim settlements split betweencompensation, legal
and other costsforsettlement years2015-2021.

Settled Year Cocr:r:) zi?é?nt)lon Legal Cost (€m) | Other Cost (€m)
2015 486 102 13
2016 474 101 14
2017 488 113 16
2018 476 112 16
2019 500 119 9
2020 452 105 11
2021 454 102 7

Table 9 divides the total cost of settlingclaims into the amount of
compensation,legal and other costs incurredinthe course of settling those
claims. Anexample of other costs incurred by an insurance firm would be
the cost of medical assessment.

Table 10: Total number of claimants that settled without compensation

and thetotal cost of settlingthose claims, for settlement years 2015-
2021.

Number of
Settled Year Claimants Legal Cost(€m) | Other Cost (€m)
Settled (000’s)
2015 10 2.3 2.3
2016 9 2.3 2.1
2017 8 2.4 2.3
2018 9 3.2 2.7
2019 9 3.1 2.9
2020 8 2.4 2.6
2021 8 2.7 2.7

Table 8 and Table 9 alsoinclude claims that were closed withno
compensation paid tothe claimant. While nocompensationwas paid,
insurers may still incur costs insettling these claims. Table 10shows that
for the 2021 settlement year approximately 8,000 claimants settled with
no compensationwithatotal cost toinsurers of €5.4m. This was 7% of total
claimsettlements and 1% of total settlement costs. These claims will be
removed for the remainder of the claimsettlementanalysis tofocus on
claims where compensationwas paid, whichis consistent with previous
reports.

| Central Bank of Ireland
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Figure 23: Index of the number of claimssettled per annum,compared to
2015.
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Figure 23 shows the change in the number of claims settled per annum,
relative to2015.The overall number of claimants who settled claims
decreasedby 19%from2015t02021.Therewas an 18% reduction
between2015and2017;theindexincreased 6% in 2018 beforefallinga
further 2%in 2019,9%in 2020 andincreasing3%in2021.

Between2015and 2021 therewasa 19% reductionindirectly settled
claims anda 43% reductioninclaimants settling through PIAB. The index
for claimants settling through litigationincreased by 3% from2015 to
2019, beforefalling 24% by 2021.

Table 11: Breakdownof claimant numbers and claimcosts, for all claim
types,between the different settlement channels for settlement years
2015-2021.

| Central Bank of Ireland

Years | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 All

Settled Claimant Numbers

Direct 95% 94% 94% 94% 94% 95% 95% 94%

PIAB 2% 2% 2% 2% 2% 2% 1% 2%
Litigated 3% 4% 4% 4% 4% 4% 3% 4%
All 100% | 100% | 100% | 100% | 100% | 100% | 100% | 100%

Settled Claim Costs

Direct 45% 44% 39% 43% 44% 45% 44% 43%

PIAB 9% 10% 9% 8% 8% 7% 6% 8%

Litigated 46% 46% 52% 49% 48% 48% 50% 48%

All 100% | 100% | 100% | 100% | 100% | 100% | 100% | 100%
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Table 11 shows the breakdown of claimant numbers and claimant costs

betweenthe different settlement channels. During the periodfrom 2015 to
2021,94% of claimants settled directly withtheinsurer, 2% settled
through PIAB and 4% settled through litigation. Over this period, 43 % of
total claim costs were settled through the direct channel, 8% through PIAB
and 48% through litigation.

Table 12: Breakdown of claimant numbersand claimcostsforinjury and

damageclaims for 2015 to 2021.

Central Bank of Ireland

Years | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | Al |
Settled Claimant Numbers
Injury 9% | 10% | 10% | 9% | 10% | 9% 8% 9%
Damage | 91% | 90% | 90% | 91% | 90% | 91% | 92% | 91%
Settled Claim Costs
Injury | 69% | 71% | 76% | 72% | 72% | 71% | 69% | 72%
Damage | 31% | 29% | 24% | 28% | 28% | 29% | 31% | 28%

From Table 12 it canbe seenthat 91% of claimants made damage claims

between2015 and 2021. Damage claims seldomrequire PIAB or court

assessment; 99%of themsettled directly withthe insurer. Injury claims
accountedfor 9% of claimants and 72% of total settlement costs between

2015and 2021.

As aresult of their significanceintotal claim costs, the remainder of Part 4
focuses mainly oninjury claims. This allows for a more consistent
comparisonof claims settled througheachsettlementchannel.

Settlement of Injury Claims

From Figure 24, it can be seenthat 49% of all injury claimants settled

directly withtheinsurerinyears 2015 to2021. The proportionof claimants
who settledvia litigationwas 34% over this period,and the proportionwho

settled through PIAB was 17%.
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Figure 24: The proportion of injuryclaimants who settled through each

settlement channelinyears 2015-2021.

100%
90%
80%
70%
60% l
50%
40%
30%
20%
10%

0%

33% 32%

48% 48%)

2015 2016

36% 37%

4 48%

2017 2018

B Direct ®mPIAB

34% 34% 35% 34%

50% 49%

2019 2020 2021 All

Litigated

As canbe seenin Figure 25,between2015and 2021, injury claimants who
settleddirectly (49%) accounted for 22% of total settlement costs;injury
claimants whosettled throughlitigation (34%) accounted for 67% of
settlement costs; injury claimants who settled through PIAB (17%)

accountedfor 11% of settlement costs.

Figure 25: The proportion of total cost to insurers of settlinginjury claims
in each of the settlement channelsin settlement years 2015-2021.
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Litigated settlements have become a larger component of total injury
settlement costssince 2017thanthey werein2015and2016. PIAB
settlementshave become a less material component, decreasing from 13%
to8% of costs from2015t02021.
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Figure 26: The proportion of settled claimants and total costofinjury
claims througheach of the five settlement channelsfrom 2019 to 2021%,
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Figure 26 shows the proportion of settledinjury claimants and coststhat
went through the five settlementchannel splitsfrom2019t02021.The
claimants that settled directlyover theseyearscanbedividedinto 35%
that settleddirectlybefore PIAB involvement, and 14% that settled directly
after PIAB involvement (but before the initiation of any legal proceedings).

The claimants that settled throughlitigationcan be dividedinto 34% that
settled before a court award and 2% that settled with a court award.

It canbe seenthat while 35% of claimants settled directly before PIAB, only
12% of total settlement costswere attributableto this channel. Litigated
claims that settled before a court award accounted for 66% of total
settlement costs.

Distribution of Injury Claim Settlements

Figure 27 shows the distribution of claimants across settlementchannels
for different bands of compensation cost. It canbe seenthat a high
proportion of claims inthe lowest compensation cost band are settled
directly,whichdecreases as claim compensationamountsincrease. The
proportion of claimants thatsettled through PIAB was at itshighest at 29%
of settlementsinthe€15,001-€30,000 band.

23 Based on 93% of market coverage in 2021.
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Litigated settlements accounted for a low proportion of claimants inthe
lower claimsize bands. This proportionincreasedto 96% for settlementsin
excess of €250,000.

Figure 27: The proportion of injuryclaimants that settledin each channel,
by compensation cost bandin years 2015-2021 collectively.
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Figure 28 provides the distribution of claimants across compensation cost
bands using the five settlement channel splitbetween 2019 and 2021
combined. It canbe seenthat claims that settled directly before PIAB make
up the majority of direct claims inthe lowest compensation cost bands.
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Figure 28: The proportion of injuryclaimants that settledin each channel,

by compensation cost bandin 2019 t0o 2021 collectively.
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The proportion of claimants that settled through litigation before a court
awardincreased as claimsettlement amounts increased, with more than

50% of claimants settling through this channel for each compensation cost
band above €30,000.Claimantswhosettled throughlitigationwitha court
awardaccountedfor between 1% and 3% of claimants ineach band.

Table 13: The proportion of injury claimantssettled in each compensation

cost band andsettlement channel, foryears 2015-2021.

Band

Direct

PIAB

Litigated

All

€1-€5,000

9%

0%

2%

11%

€5,001-€10,000

11%

1%

4%

16%

€10,001-€15,000

12%

3%

4%

19%

€15,001-€30,000

13%

9%

10%

32%

€30,001 -€45,000

2%

2%

5%

9%

€45,001-€60,000

1%

0%

3%

5%

€60,001-€75,000

0%

0%

2%

2%

€75,001-€100,000

0%

0%

2%

2%

€100,001-€125,000

0%

0%

1%

1%

€125,001-€150,000

0%

0%

0%

0%

€150,001-€250,000

0%

0%

1%

1%

>€250,001

0%

0%

1%

1%

All Bands

49%

17%

34%

100%

Table 13 shows the split of total claims acrossthe different compensation
bands and settlement channels. It canbe seenthat the highest proportion
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of claims arefoundin the€15,000-€30,000compensation cost band for
2015t02021.79% of claimantshad a total compensation cost less thanor
equalto€30,000.

Table 14 cumulative percentages of claimantsin each settlementchannel
across compensationcost bands.

Band Direct PIAB Litigated All
€1-€5,000 18% 1% 6% 11%
<€10,000 41% 8% 18% 27%
<€15,000 65% 28% 30% 47%
<€30,000 92% 83% 59% 79%
<€45,000 97% 94% 74% 89%
<€60,000 98% 97% 84% 93%
<€75,000 99% 98% 89% 95%
<€100,000 100% 99% 93% 97%
<€125,000 100% 99% 95% 98%
<€150,000 100% 100% 96% 99%
<€250,000 100% 100% 98% 99%
>€250,001 100% 100% 100% 100%

Table 14 shows the cumulative percentagesof claimantsineach settlement
channel. It canbe seenthat 97% of claimants who settled directly, 94% of
claimants who settled through PIAB and 74% of claimantswhosettled
throughlitigation have a compensationamount less than€45k.

Taking €30,000as a benchmark settlement cost, it canbe seenthat there
was a shift towards higher claims costs from2015t0 2021,asshownin
Table 15.The proportion of claims with a total cost lessthan€30,000to
settle decreasedover the period,and the proportion with a total cost more
than€30,000 tosettleincreased.In2015,42% of litigated settlements cost
less than€30,000,whilein 2021, only 30% of suchsettlements costless
than€30,000.This trendis alsovisible for direct settlements.

Table 15: Proportion of injury claimantssettlingwith a total cost lessthan
€30k.

Channel 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021
Direct 92% 91% 88% 88% 87% 85% 85%
PIAB 82% 80% 78% 78% 79% 80% 80%
Litigated 42% 36% 34% 32% 29% 28% 30%




Average Settlement Costs of Injury Claims
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Table 16 shows the average costsof settling injury claims per claimant, split
into compensation paid tothe claimant, legal feesand other costs % (e.g,,

the cost of medical assessment). The nature or severity of the injury claims
settledinthe different channels could vary significantly. This should be
borne in mind when comparing the cost and time of settlinginjury claimsin

the various channels.

Table 16: Breakdownofthe averageinjury settlement costs in each

settlement channelintheyears2015-2021.

AT Compensation

Settlement (€) Legal (€) Other (€) Total (€)

Cost
Direct

2015 13,177 1,130 435 14,742
2016 14,092 1,252 510 15,853
2017 15,230 1,494 674 17,398
2018 15,044 1,619 651 17,314
2019 15,127 2,038 691 17,856
2020 15,540 2,294 715 18,549
2021 14,596 2,424 664 17,683

2015-2021 14,659 1,715 615 16,988

PIAB

2015 22,038 465 1,035 23,538
2016 22,971 521 1,016 24,508
2017 24,128 753 1,051 25,932
2018 23,106 837 1,033 24,976
2019 23,266 915 927 25,107
2020 23,215 831 951 24,997
2021 21,574 1,015 1,037 23,627

2015-2021 22,941 731 1,009 24,682

Litigated

2015 42,329 22,083 1,720 66,132
2016 42,626 22,462 1,691 66,779
2017 49,433 23,814 1,693 74,940
2018 44,388 23,151 1,820 69,359
2019 48,436 25,279 337 74,052
2020 51,906 26,447 1,468 79,820
2021 59,980 28,101 1,409 89,490

2015-2021 47,941 24,290 1,454 73,684

24 Note that “other costs” include recovery of costs in the case that another party is
found (partially) liable for the claim. Large recoveries can lead to volatility in the
average “other costs”.
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The average cost of settling injury claims has increased by 32% between
2015and 2021:20% inthedirect channel;0.4%inthe PIAB channel; and
35%inthelitigatedchannel.

Legal expensesare most significant for litigated settlements, averaging

33% of the total cost (or 51% of the compensationcost) inyears 2015-

2021.

Table 17: Breakdownofthe average injury settlement costs,wherethe
total cost of settlementis less than €100k, in theyears 2015-2021.

ATETEEE Compensation

Settlement (€) Legal (€) Other (€) Total (€)

Cost
Direct

2015 12,457 963 425 13,844
2016 13,467 1,131 494 15,092
2017 14,283 1,337 667 16,287
2018 14,313 1,492 639 16,444
2019 14,482 1,869 658 17,009
2020 14,983 2,160 712 17,855
2021 13,705 2,273 630 16,608

2015-2021 13,933 1,568 599 16,099

PIAB

2015 21,278 423 1,026 22,727
2016 22,012 517 1,026 23,554
2017 22,416 648 965 24,028
2018 22,558 769 1,017 24,344
2019 21,999 884 842 23,725
2020 21,776 803 895 23,474
2021 20,642 980 998 22,619

2015-2021 21,856 686 971 23,514

Litigated

2015 21,793 14,520 808 37,121
2016 23,955 15,1283 997 40,074
2017 24,805 14,983 949 40,737
2018 24,770 15,544 870 41,184
2019 24,830 16,459 738 42,026
2020 24,984 16,571 596 42,150
2021 24,272 16,194 389 40,855

2015-2021 24,174 15,567 784 40,526

Table 17 shows the average cost for claimswith a total settled cost less
than 100k ineachof the three channels. This includes 94% of all claimants

and 84% of litigated claimantswho settled injury claims between 2015 and

2021.Litigated settlements costing more than€100kaccount for 16 % of

| Central Bank of Ireland
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claimants settlingthroughlitigationyet they account for 54% of total
settlement costsinthat channel. This categoryincludes some very large
settlements,whichimpact the average costs.

For years 2015-2021,the averagecompensation cost relating to
settlementslessthan€100k inthe litigated channel is€24,174. Thisis
considerably less thanthe averagetotalcost of aclaiminthelitigated
channel at €40,526 becauseof the substantial legal feesthat averaged
€15,567.Incomparison,average compensation paymentsfor claimants
settling through PIAB were €21,856 withaverage legal fees much lower at
€686.Claims settlingdirectly had lower compensationandtotal costs at
€13,933and€16,099 respectively.
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Table 18: Breakdownofthe average injury settlement costs by
settlement channel,using the 5-way settlement channel and cost splits,

for2019t02021%.
Comp Comp Legal
SEtI:LenT‘Z?t General | Special o';;ﬁ?é) Third O(tl€1)er Total (€)
(€) (€) Party (€)
All Claims
D're;tlABE‘;fOre 11,169 888 116 892 631 13,697
Direct After | 545 1,815 303 5.016 885 29,086
PIAB
PIAB 20,894 1,711 950 964 24,519
Litigated
Before Court 40,662 14,021 8,205 18,774 939 82,601
Award
Litigated
With Court | 16,084 2,056 5,680 10,661 725 35,206
Award
Claims <€100k
D"'eFC,tIABBef”e 10,889 744 101 825 628 13,187
D'rePCItAABfter 20,074 1,515 260 4,750 812 27.411
PIAB 19,892 1,586 917 898 23,292
Litigated
Before Court | 24,143 1,313 5117 11,568 553 42,695
Award
Litigated
With Court | 12,616 536 4,755 8,875 597 27,379
Award

Table 18 shows the average costsof settling injury claims per claimant,
using the 5-way settlement costs and channels for 2019 t0 2021 combined,
for all claims and those with a total settled cost lessthan€100k. Here,
compensationcosts are split intogeneral damages and special damages,
where general damagesare those that compensate for non-monetary loss
suffered by the claimant, e.g. painand suffering; and special damages are
those that compensate for financial loss, e.g. loss of earnings or medical
expenses. Legalcostsare splitintotheinsurer’'sownlegal costs andthose
of the claimant (third party) whichwere paid by the insurer. Claimants may

25 The statistics in this table relating to all claims and claims with a total settled cost
less than €100k are based on data from firms that insured 82% of the private
motor insurance market in Ireland in 2021. Please note that that it is not possible
to publish information on all data points due to statistical confidentiality rules
applied to the data.
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incur further legal costs privately beyond those captured by the settling
insurer.

Overall,claims thatsettled directly after PIAB had anaverage total
settlement cost of €29,086 comparedto€13,697 for those that settled
directly before PIAB,and€24,519 for those that settled through PIAB.
Legal costs made up the largestdifference betweenthe averagecosts of
claims settled through PIAB and directlyafter PIAB.

Claims that settled throughlitigation before a court awardhadan average
total cost of €82,601 comparedto€35,206 for those that settledwitha
court award. These averages reducedto€42,695 and€27,379respectively
when claims that settled for greaterthan€100k were excluded.

For claims that had total settlement costslessthanorequal to€100k, those
settling by litigation before a court award had legal costs that were 39% of
the total cost of the claim (or 66% of the compensationaward). For those
settledwithacourt award, legal costs totalled 50% of total costs (or 104%
of the compensationaward).

Time to Settlement of Injury Claims

Settlement durationinthis reportis the time lag betweenthe accident
being reportedto the relevant insurer andthe claimbeing settled by the
insurer. These are based onthe quarters inwhich the claimis reported and
settled. It should be notedthat inthe first and second private motor reports
settlement durationswere calculated as the approximated time between
the accident occurring and the claim being settled based on annual data.

Overall,86% of all claimants (damage and injury claimants) have their
claims settled within 12 months of the accident being reported,and 92%
within 24 months of the accident being reported. However, certainclaims,
and inparticular litigated injury claims, can take significantly longer to
settle.

Table 19 shows the average number of years after the accident was
reportedtothe insurer that claims were settledinyears2015t02021.
Damage claims settled muchfaster thaninjury claims,with an average
settlement duration after reporting of 0.4 yearsand 2.4 years respectively.
Of the injury claims, litigated claimstook the longesttosettle, withan
average durationof 3.9 years. Injury claims thatsettled directly had the
shortest average durationat 1.4 years, followed by claims settled through
PIAB at 2 years.Settlement durationsincreasedforinjury claims over the
period 2015t02021 inall settlementchannels, particularly in2020and
2021 which could be impacted by COVID-19 related delays.
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Table 19: The average time (years) between claimsbeing reported to the
insurer and claimsbeingsettledbetween2015and 2021 by channel.

Central Bank of Ireland

Channel | 2015 (2016 | 2017 | 2018 | 2019 | 2020 | 2021 | AllYears
Injury Claims

Direct 1.1 1.3 1.3 1.3 14 1.6 1.7 14

PIAB 1.8 1.8 2.0 2.0 2.1 2.3 2.6 2.0
Litigated 3.6 3.7 3.8 3.8 4.0 4.1 4.5 3.9

All Claims

Injury 21 2.2 2.3 2.3 2.4 2.6 2.8 2.4

Damage 0.3 0.4 0.4 0.4 0.4 0.4 0.4 0.4

Table 20 shows the average number of years after the accident was
reportedthat claims were settledinyears 2019t0 2021 for the 5-way
settlement channel split. As canbe seenacross all years, claims settled

directly before PIAB hadthe shortest settlement durationat 1.2 years.

Claims settled directly after PIAB had a slightly longer settlement duration

comparedto those that were settled through PIAB, although bothwere

approximately 2.3 years.Onaverage,claimssettled throughlitigation
before a court award had aslightly longer durationof 4.1 years compared
toclaims settledwith a court award at 3.9 years.

Table 20: The average time (years) between claimsbeing reportedto the
insurer and claimsbeingsettledbetween2019and 2021by channel.

Settlement Channel 2019 2020 2021 All

Direct before PIAB 1.1 1.2 1.3 1.2

Direct after PIAB 2.2 2.4 2.5 2.3

PIAB 2.1 2.3 2.6 2.3

Litigated before Court 3.9 4.1 4.4 4.1
Award

Litigated with Court 37 36 43 39
Award

Figure 29 shows the distributionof injury claimants ineachof the
settlement channelsacrossdifferent reportedto settlement durations. It
canbe seenthat 76% of claimants who settled directly and 58% of

claimants whosettled through PIAB had their claim settled by the end of
the secondyear after the accident was reported. However, only 10% of

claimants whosettled through litigation had their claim settled by this time.
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Figure 29: Distribution of injury claimantsby duration of settlement
process,forinjury claims settledbetween2015and 2021.
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Litigated claims alsohave a greater spread of settlement durations.
Although 33% of claimants who settled through litigation had their claim
settledinthefirst three yearsafter the accident was reported, 14% of
claimants took six or more years tohave their claimsettled.

Introduction of Personal Injuries Guidelines

The Personal Injuries Guidelines were adopted by the Judicial Council on
the 6™ of March 2021 andimplemented with effect fromthe 24 of April
2021.Thereforein2021 some claims were settled under the Personal
Injuries Guidelines and some withreference tothe Book of Quantumwhich
was in force before the Personal Injuries Guidelines.

The guidelines set out the level of general damagesthat maybe awardedin
respect of varying types of personal injuries. They apply to newclaims
reported after the 24" of April 2021, or where claims were already
reported, the guidelines apply to claims where PIAB had not made an
assessment of damages, or where legal proceedings had not been
commenced before the 24" of April 2021.

Prior tothis date, claims were assessed with reference to the Book of
Quantum. This provided data on the range of compensation payments for
anassortment of injuries, based onactual figures fromcourt cases,
insurance company settlements, StateClaims Agencycases and PIAB data.

Itisworth noting that claims that settle outside of the PIAB or litigated
with court awardsettlement channelsare settled after negotiations
betweentherelevant parties. Claims labelled inthis report as having
settledunder the guidelines inthe direct before PIAB, direct after PIAB or

Central Bank of Ireland
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thelitigated before court award settlement channelsrefer toclaims that
would have been assessed under the guidelines if they were assessed by
PIAB or settledthroughlitigationwitha court award.

As shown in the previous section, it may take many years for injury claims
tosettleandthe average time tosettlement variessignificantly by
settlement channel. Therefore many of the claims that were assessed under
the new guidelines would not have settled by year-end 2021, and sowill not
yetfeatureinthis data. It will take some time for insight onthe impact of
the guidelines tobe fully available.

Figure 30: Proportion of claimantssettledin 2021 under the Personal
Injuries guidelinesandthe Book of Quantum, i.e.,assessed priorto the
guidelines.?
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Figure 30 shows that 16% of claimants thatsettled claimsin 2021 across all
channels settled under the Personal Injuries Guidelines. A higher
proportion of claimants settled under the guidelines inthose settlement
channels where it takes less timeonaverage tosettleclaims, for example in
2021:

e 33%ofclaimants that settleddirect before PIAB, whereit takes 1.2
yearsonaverage tosettle claims, settled under the new guidelines.
This channel represented 12% of all injury claim costs between
2019and 2021.

26 |t is not possible to publish this analysis separately for the litigated before court
award and with court award settlement channels due to statistical confidentiality
rules which are applied to the data.
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e 20%ofclaimants that settled through PIAB, where it takes 2.3
yearsonaverage tosettle claims, settled under the newguidelines.

This channel represented 10% of all injury costs between 2019 and

2021.

e 14%of claimants that settleddirect after PIAB,whereit takes2.3
yearsonaverage tosettle claims, settled under the newguidelines.
This channel represented 11% of all injury costs between 2019 and

2021.

e 1%of claimants thatsettledthroughlitigation,whereit takes 3.9

yearsonaveragetosettle claims,settled under the newguidelines.

This channel represented 67% of all injury costs between2019 and

2021.

Giventhe small proportionof claims that have settled under the guidelines
in 2021, therearelimitations tothe insight thatcan be derivedfromthe
dataasatyear-end2021,forexample:

e Thereis aninsufficient number of claims settledunder the

guidelines toprovide a consistent comparisonof average award

levels under the guidelines against claimsettlementsprior tothe

guidelines; and

e Thecurrent sample of claims that settled under the guidelines in
2021 is biasedtowards claimsthat took lesstime tosettle, which

may be anindication of less severe or less complex cases.

This canbe seenin Table 21 where the average number of years between
when aclaimis reportedtothe insurer andsettledis muchshorter for

claims that settledunder the guidelines in2021 whencomparedtoall other

claimssettledin2021.

Table21: The average time (years)between aclaim beingreportedto the
insurer and settled, for claims settledin 2021 under the Personal Injuries
Guidelines andclaims assessed prior to the Personal Injuries Guidelines.

Central Bank of Ireland

Settlement
Channel

Settled Claims assessed
under Personallnjuries

Settled Claims assessed
priorto the Personal

Guidelines Injuries Guidelines
Direct before PIAB 0.7 1.5
PIAB 2.0 2.6
Direct after PIAB 1.6 2.6

In2021 claims that settled direct before PIAB under the guidelines settled
within0.7 years onaverage,comparedto 1.5 years for claims assessed

prior tothe guidelines. Claims that settled direct after PIABunder the
guidelines settled within 1.6 years comparedto 2.6 yearsfor claims
assessedpriortothe guidelines.
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The average number of years betweenwhen a claimwas reported and
settledwas closer for claims thatsettled through PIABin2021. Thiswas
2.0vyears for claims that settledunder the guidelines and 2.6 years for

claims that were assessed prior tothe guidelines.

Table 22: Comparison of the average costof claims settled under the

PersonalInjuries Guidelines and theBook of Quantum, for claims that
settled throughPIABin 2021.

AverageCostof | gettjedunderBook | . octtied under o
PIAB Claim Personallnjuries | % Change
of Quantum e 1
Settlements Guidelines
Compensation Cost 23,221 15,213 -34%
Total Cost 25,569 17,290 -32%

For thereasons outlined previously, Table 22 is limited toshowa

comparisonof the average compensationand average total cost for claims
that settled through PIAB in 2021 under the Personal Injuries Guidelines
against those thatsettled with reference tothe Book of Quantum. This
shows that the average compensationcost was 34% lower for claims that

settled under the Personal Injuries Guidelines compared tothe Book of

Quantumin 2021.

Analysis of Damage Claim Settlements

Giventhatless than 1% of damage claimswere settled via PIAB and

litigated channels combined, comparison of damage claims by settlement

channel was not meaningful.

Table 23: Average cost of settlingdamage claims in the years 2015-2021.

CostComponent(€) | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021
Compensation 1,455 | 1,440 | 1,437 | 1,510 | 1,618 | 1,701 | 1,746
Legal 10 8 8 7 6 7
Other -10 =il 6 -8 -19 -44
Total 1,455 | 1,447 | 1,452 | 1,524 | 1,616 | 1,688 | 1,709

From Table 23 it canbe seenthat the averagecost of settling damage
claims has increased by 17% over the period 2015-2021,witha 1%
increasefrom2020t02021.Thisisdrivenby anincreaseinthe average

compensationcost. Legal and other costs are not a significant proportion of

damage claimcosts. It should be noted that the negativeother costs relate

torecoveries froma third party (where a third party was found to be

partially or wholly liable for the claim).
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PART 5 - Claim Development
and Large Claims

Data on the development of claims was collected
for accident years 2009-2021. This data forms the
basis for insurers’ estimates of claim numbers and
costs, as discussed in Part 2. As new data emerges,
estimates are updated. Part 5 discusses how
estimates of ultimate claims costs have changed
from 2018 to 2021. It also provides insight into the
underlying claims development patterns.

Key Insights and Findings - 2021

In 2021, insurers’ best estimate of total claims cost reduced by
approximately €69m (or 1% of total claims cost) across accident
years 2009 to 2020.

As at 31 December 2021, 24% of the expected ultimate claim
costs for accident year 2021 are paid, 38% are claim reserve
estimates and 37% are estimates of the cost for claims that have
not yet been reported or have been under-reported.

For the 2021 accident year, the ultimate cost of large claims was
€153m. It is estimated that there were 0.11 large claims per 1,000

policies with an average cost per large claim of approximately
€628,000.

Premium and Claims Cost by Reporting Year?’

Thetrendsin claims costs shown in Part 2 of this report are based on
estimatesof ultimate claims cost?®for eachaccident year, calculated as at
31 December 2021. Not all of these claims will be paid yet. Some claims,
injury claims inparticular,cantake many yearsto be fully paid.

Inorder to calculate the cost of claims for a particular accident year,
insurers estimate the cost of claims that have not yet been paid. This is

27This section is based on 92% market coverage to provide a consistent comparison
against the ultimate claims cost reported for previous NCID Private Motor
Insurance Reports.

28The concept of ultimate claims costs is explained further in Part 6.
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added tothe paid claims togive anultimate claims cost, which represents
theinsurers’best estimate of total claims cost for a givenaccident year.

Theultimate claims cost is recalculated regularly, based onthe most up-to-
dateinformationavailable. The more time that has passedsince the
accident year,the more certainthe ultimate claims cost. For more recent
accident years,the ultimate cost is morereliantonestimates.

Figure 31: Comparisonofthe averagecost of claims per policy across

accidentyears 2009-2021 as at 31 December 2018,2019,2020 and 2021.
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Figure 31 compares the average claims costper policy using ultimateclaims
costs calculated at eachyear-endfrom 2018 to 2021. Fromyear-end 2020
toyear-end2021,insurers’ estimates of the average cost per policy
reduced by 1% for the 2016 and 2017 accident years andremained stable
for the 2018 accident year. The estimate of the average cost per policy for
the 2019 and 2020 accident years reduced by 4% and 5% respectively, with
the 2020 accident year decreasingfrom€307 as at 31 December 2020to
€293%at 31 December 2021.

From 2018102020, insurer’s estimates of the averagecost of claims per
policy reduced by 8% for accident year 2018,from€423t0€388.

Figure 32 shows the impact of the change inultimate claimcosts onthe loss
ratio,asfirstdiscussedinPart 2. The 2017 and 2018 accidentyear loss
ratios decreased from59% and 60% respectively at year-end2018to55%
atyear-end2021.The 2019 lossratiodecreased from59% at year-end

29 This was shown to be €290 in Figure 8 which is based on 93% market coverage,
whereas figure 31 is based on 92% market coverage.
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2019to55% atyear-end2021,andthe 2020 lossratiodecreased from
50%atyear-end2020to048% atyear-end 2021.

Figure 32: Theratio of ultimate claimcosts to premiums(loss ratio) as at
31 December2018,2019,2020and 2021 for accidentyears 2009-2021.
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Claim Development Patterns

Analysis of claimdevelopment patterns can provideinsightintochangesin
the claims environment over time, and into how claims might developin
future. The result of this analysisis usuallya key input inthe estimation of
insurers’ ultimate cost of claims. This section shows claim development
patterns for 98% of the private motor insurance sector (based onthe
proportion of 2021 gross earned premium).

Table 24 shows the proportion of ultimate claims cost thatare paid for each
accident year across development years. The development year measures
the number of years that have passedsince the startof the accident year.

Table 25 shows the proportion of ultimate claims cost thatare incurred for
eachaccident year across development years. Incurred claim costs consist
of the cost of claims that are paid added to case estimates for claims that
have beenreportedto theinsurer but not yet paid. These are the sum of the
paid and outstanding costs shownin Figure 36 of Part 6.
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Table 24: Paid claims as a percent of ultimate claimcostsfor each

accidentyear across developmentyears.

Central Bank of Ireland

Accident Development Year
Year 1 2 3 4 5 6 7 8 9 10 11 12 13
2009 38% | 54% | 66% | 76% | 85% | 91% | 95% | 97% | 98% | 98% | 99% | 99% [100%
2010 36% | 53% | 66% | 78% | 86% | 92% | 95% | 97% | 98% | 99% | 99% | 99%
2011 30% | 44% | 56% | 70% | 79% | 85% [ 89% | 92% | 93% | 93% | 26%
2012 28% | 43% | 59% | 74% | 84% | 91% | 95% | 97% | 97% | 98%
2013 27% | 43% | 59% | 73% | 84% | 91% | 94% | 96% | 97%
2014 26% | 42% | 58% | 73% | 83% | 89% | 92% | 95%
2015 26% | 43% | 60% | 74% | 84% | 89% | 92%
2016 25% [ 40% | 56% | 70% | 79% | 84%
2017 23% | 39% | 55% | 69% | 76%
2018 24% | 39% | 51% | 62%
2019 25% | 38% | 48%
2020 22% | 32%
2021 24%
Table 25: Incurred claims as a percent of ultimate claim costsfor each
accident year across developmentyears.
Accident Development Year
Year | 9 | 2 | 3 | 4 |5 |6 |7 |8 |9 |10]11]12] 13
2009 77% | 89% | 97% [100%|100%| 99% |100%|100% [100%|100%[100%|100%|100%
2010 77% | 89% | 97% [100%]101%100%|100%|100% [100%|100%|100% |100%
2011 71% | 84% [ 92% | 96% | 98% | 98% | 98% | 98% | 98% | 98% | 99%
2012 72% | 87% | 96% [100%]101%]100%|100%|100% [{100%|100%
2013 73% | 89% | 97% [101%|100%|100%|100%| 99% | 99%
2014 71% | 87% | 98% [100%|100%| 99% | 99% | 99%
2015 71% | 89% | 98% [101%|100%| 99% | 99%
2016 71% | 87% | 98% | 99% | 98% | 98%
2017 70% | 88% | 96% | 96% | 95%
2018 70% [ 84% | 90% | 90%
2019 71% | 82% | 83%
2020 63% | 67%
2021 63%

It canbe seenfrom Table 24 and Table 25 that paid andincurred
development patterns appeartohave slowedbetween 2009 and 2021.
Claims for more recent accident years arelessdevelopedthanolder
accident years were at the same development year. Thisis more

pronounced for earlier accident years.

It should be noted here that the ultimate cost of claims for more recent
accident years are uncertainandthat the percentagesshownabove may
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change if the expected ultimate claims costswere revised upwards or
downwards in future.

The 2020 and 2021 accident yearswill be particularly uncertaingiventhe
atypical nature of these yearsas aresultof COVID-19. The differencein
values for 2020 and 2021 comparedto previous accident yearsin Table 25
and for 2020 in Table 24 highlight this uncertainty.

Large Claims3°

InPart 2, injury claimcosts and frequency were analysed using the ultimate
claimcosts and numbers. However, additional insight can be gained by
splitting injury claimsintotwo categoriesbasedontheir size and analysing
their trends separately. Inthis report, we have defined large injury claims as
those having avalue greater than€250,000, with all other injury claims less
thanor equal to €250,000 being grouped together as attritional claims.

The number of large claims that occurina givenyear and the overall cost of
those claims canbe volatile and difficult to predict. As a result of their size,
thetotal ultimate claimscostinagivenyear canbe significantly impacted
by unusually highor low large claims experienceinthat year.

Figure 33: Ultimate claim costsfor third party injury claimssplit between
claims forless than or equal to €250k and claims for greater than €250k
foraccidentyears 2009 to 2021.
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Figure 33 shows that,from 2009 t0 2021, the ultimate claim cost per
accident year for attritionalinjury claims has averaged€346mandfor large
injury claims has averaged €14 1m. The ultimateclaimcost for attritional

30 This section is based on 93% market coverage based on 2021 gross earned
premium.
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injury claims reduced from €375mfor the 2019 accident year to€287mfor
2020 andreducedagainto€276émfor 2021.The ultimate claimcost for
largeinjury claims has remainedstable for the 2020 and 2021 accident
years.

Figure 34: Number of attritional and large injury claims per 1,000 policies
foraccidentyears 2009-2021.
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It canbe seenin Figure 34 that the frequency of large injury claims is low
comparedto attritionalinjury claims and the other claimtypesshownin
Part 2. Across all years 2009to0 2021 there were 6.64 injury claims per
1,000 policies, of which0.15 were large claims and 6.49 were attritional
claims.

From 2009 t02018,the frequency of large injury claims was between 0.15
and 0.18 claims per 1,000 policies. This has steadily beendecreasing in
recent years from0.17in2017 to0.11 claims per 1,000 policiesfor the
2021 accident year.

The frequency of attritional claimsdecreasedfrom7.3in2014to 6.1 claims
per 1,000 policies in2019. There was a significant further reductionin
attritional claims frequency in2020to 4.1 claims per 1,000 policies owing

| Central Bank of Ireland
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toCOVID-19relatedrestrictions. Thishas increasedslightlyto 4.2 claims
per 1,000 policies for the 2021 accident year but remains significantly
below pre-COVID frequency levels.

Figure 35: Average cost per claim for attritional and large injuryclaims for
accident years 2009-2021.
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The average cost per claimfor attritional injury claimsincreased by 53%
from€20,150in2009t0€30,869in2015;it remainedstablefrom2015 to
2019;itthenincreasedby 10%t0€34,057in 2020 before decreasing by
10%t0€30,717in2021.

The average cost per claimfor large injury claims hasbeenvolatileover the
period 2009-2021.This is to be expected due tothe low numbers of large
claims and the wide range of claimamounts. The size of individual large
claims inany givenyear may have asignificantimpact onthe yearly
average. Overall,Figure 35 shows anincreasing trendinthe average cost
per large claimwhereby the average cost per claimincreased by 61% from
approximately €390,000for the 2012 accidentyearto€628,000 for the
2021 accident year.
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PART 6 - Key Terms and Report
Methodology

Definition of Key Terms

Policy
An insurance contract between aninsurer and a policyholder. Policies may
cover more thanone person or vehicle.

Premium
The amount that aninsured person pays aninsurer inexchange for an
insurance policy.

The premiums shown in this report are gross of reinsurance.

Claim

An insured person,or an aggrieved third party, mayclaimagainstaninsurer
in the event that they suffer a financial losswhichis covered by an
insurance policy. The personwho makes the claimis knownas aclaimant. A
single claimmay involve multiple claimants (e.g.,inthe event of a carcrash
thatinvolved multiple vehiclesand/or passengers).

The claims costs showninthis report are gross of reinsurance and net of
salvage and subrogation.

Salvage

Insurers receive salvage rights over property onwhich they have paid
claims,suchas cars that have beenwritten off. The insurer may sell the car
(e.g.,for parts) inorder tooffset the cost of the claim.

Subrogation

Aninsurer’s legal right topursue a third party that caused a claimwhich
was paidfor by theinsurer. This is done in order torecover the amount of
the claimpaid by theinsurer.

Accident
An event that gaverisetoaclaim.

PeriodicPayment Order (PPO)

A PPQOis a series of payments made toaninjury claimant topay for the cost
of their care for the rest of their life. The NCID allowed for the collection of
datainrespect of PPOs. As at the end of 2021, no PPOs had been awarded
in respect of private motor accidents.

Frequency
The total number of claims divided by the total number of policies which
could have givenrisetotheclaims.

Central Bank of Ireland
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CostofaClaim
The average cost of aclaimis calculated as the totalcost of claims divided
by the number of claims that could have givenrise tothose costs.

Cost of Claims per Policy
The cost of claims per policy is calculated as the total cost of claims divided
by the number of policies that couldhave givenrise tothat cost.

Cost of Premium per Policy (Average Premium)
The cost of premium per policy (or average premium) is calculated asthe
total cost of premiums divided by the number of underlying policies.

Loss Ratio

Thelossratiois the total cost of claims divided by the total premiums
earnedin the same period. For the purpose of this report the loss ratiois
calculatedas:

gross ultimate claims costs
gross earned premium

Loss Ratio =

by accident year andexpressed as a percentage.

Reinsurance

Reinsuranceis a mechanismby whichinsurers pass some of their risk onto
areinsurer.The insurer pays a premiumtothe reinsurer and,inexchange,
thereinsurer pays some of the insurer’s claims and expenses.

Commission
A percentage of premiumthat is retained by the selling agent or broker as
compensationfor acquiring business for the insurer.

Management Expenses

The expenses related to product development, systemimprovements,
salaries togeneral managers, auditing costsand regular day-to-day costs
i.e.electricity bill, rent foraccommodations,and I T costs.

Types of Insurance Cover

Comprehensive: The majority of motorinsurance policies purchasedin
Ireland have comprehensive cover. Comprehensivepolicies cover allclaim
types: third party injury, accidental damage, fire & theft, third party damage
and windscreen.

Third Party Fire & Theft: Third party fire & theft policies cover fire & theft,
third party damage and thirdparty injury.

Third Party Only: Third party only policies only cover third party injury and
third party damage claims. Third party only cover is the mandatory
minimum cover for motor insuranceinlreland.
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Types of Claims

Throughout this report, third party injury claims are referred toas “injury”
claims. The other claimtypes are collectivelyreferredtoas “damage”
claims.

Third Party Injury: Claims arisingfrominjuries caused by the policyholder
while driving. This does not include injury of the insured person.

e LargelnjuryClaims: Third partyinjury claimsvalued at greater than
€250,000.

e AttritionalInjury Claims: Third partyinjury claimsvalued at less
thanor equalto€250,000.

Accidental Damage: Claimsarising fromdamage to the policyholder’s own
vehicle.

Third Party Damage: Claims arisingfrom damage caused by the
policyholder while driving. This does not include damage tothe
policyholder’s own vehicle.

Fire & Theft: Claims arising fromarson or theft of the policyholder’s
vehicle.

Windscreen: Claims arisingfrom damage tothe policyholder’s windscreen.

Components of Settlement Costs

Compensation: The amount paidtoaclaimantinrespect of aclaimthey
have made.For the 2019t02021 settlementyears,compensation costs are
split by:

General Damages: Compensationfor non-monetary loss suffered by the
claimant, e.g., painandsuffering; and

Special Damages: Compensationfor financial loss, e.g.loss of earnings or
medical expenses.

Legal: The legal fees paid by aninsurerinthe course of settling a claim. For
the 2019t02021 settlementyears,legal costsare splitby:

Own Legal Costs: Legalcostsincurred by the insurerinthe course of
settlingaclaim;and

Third Party Legal Costs: Legal costsincurred by the claimant inthe course
of settling a claim,and whichwere paid by theinsurer.

Other: All other expenses incurred by aninsurer inthe course of settling a
claim. This may include the cost of assessing claims (e.g. medical or
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engineering),administrationcostsor recoveries froma third party claimant
(where they are found tobe liable).

Explanation of Key Concepts and Methodologies

Ultimate Claims

InPart 2 of this report, claims are grouped together by accident year, the
year inwhich the accident occurred. Not all of these claims will be paid yet.

Some claims,injury claims inparticular,cantake many years to be fully paid.

Inorder to calculate the cost of claims for a particular accident year,
insurers estimate the cost of claims that have not yet been paid. This is
added tothe paid claims togive anultimate cost of claims. The ultimate cost
of claimsis recalculatedregularly, based onthe most up-to-date
informationavailable. The more time that has passed since the accident
year,the more certainthe ultimate cost of claims. For the most recent
accident years,the ultimate cost is morereliantonestimates.

Figure 36 shows anillustration of the breakdown of ultimate claims costs
for accident years 2009-2021 as at 31 December 2021. Here the ultimate
claims cost consistsof paid claims (Paid), case estimatesfor claims that
have beenreported but not yet paid (Outstanding),and anestimate of costs
for claims that have not yet beenreported,i.e., incurred but not reported
claims (IBNR).

Figure 36: Breakdown of ultimate claim costs for accident years 2009-
20213

100%

90%
80%
70%
60%
50%
40%
30%
20%
10% I
0

2009 20102011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

X

IBNR 0% 0% 1% 0% 1% 1% 1% 2% 5% 10% 17% 33% 37%
Outstanding 0% 1% | 3% 2% 2% 4% 6% 14% 18% 27% 34% 35% 38%
B Paid 100% 99% 96% | 98% 97%  95% 92%  84% 76% | 62% 48% 32% 24%

2021 isthe most recent accident year and hence its ultimateclaimscost is
made up of the lowest proportion of paid claimat 24%, while 76 % of this

31 Based on 98% of market coverage in 2021.
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ultimate cost is made up of estimates. We cansee that, astwelve yearshave
passedsincethe 2009 accident year, 100% of the total ultimateclaims cost
for this accident year have beenpaid.

The ultimate claims costsshowninthis report represent insurers’ best
estimate of costs and do not take account of the time value of money.

Earned Premium and Policy Count

Where premiums and policy numbers presentedinthis report were
collectedonan “earned”basis. This means that they are allocated tothe
year(s) theywere inforce. A policy canbe inforce over more thanone
calendar year.Forexample, a typical motor policy will provide cover for 12
months. If a policy comes intoforce on 1 October 2018, witha premium of
€800, that policy will be in force from 1 October 2018 to 30 September
2019.25% of the premium for that policy will be accountedfor (i.e.,earned)
in 2018, and the other 75% will be accountedfor (i.e.,earned) in2019.

This earnedbasis corresponds directly with the accidentyear basis on
which claims were collected for Part 2.

Written Premium and Policy Count

Where premiums and policy numbers presentedinthis report were
collectedona “written”basis. This means they are allocated to the year(s)
in which the policy comes intoforce, regardless of whether the policy isin
forcein whole or in part over alater calendaryear.Incontrast toearned
premium, if an annual policy comes intoforce on 1 October 2018, all of the
premium for that policy will be accountedforin 2018 ona writtenbasis.

The Underwriting Cycle

The pricing of insurance risks will generally depend onthe positionin the
insurance underwriting cycle. The cyclical natureof property and casualty
(liability)insurance iswell recognised. Insurance markets tend tomove
between hard and soft markets, asillustratedin Figure 37.

A hardmarket is characterised by higher premiums, stricter underwriting
criteriaand (relative) profitability. Asoft market is characterised by lower
premiums, looser underwriting criteria and (relative) unprofitability. An
underwriting cycle lasts a number of years, typically 6-9 years.

The Irish Private Motor underwriting cycle is particularly pronounced.
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Figure 37: Anillustration of the insurance underwritingcycle.
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Appendix 1 - Background to the
National Claims Information
Database

The Cost of Insurance Working Group (CIWG)32was established by the
Minister for Financein2016,inresponse tovolatilityinthe pricing of non-
lifeinsurance inlreland - particularly motor andliabilityinsurance. The
CIWG publishedits Report on the Cost of Motor Insurance33in January
2017,whichmade 33 recommendations within six broad themes:

e Protecting the consumer

Improving data availability

e Improvingthe personalinjuries claims environment
e Reducingcostsinthe claims process

e Reducinginsurance fraudanduninsureddriving

e Promotingroad safety andreducing collisions.

Recommendation 11inthis reportrequiredthe Central Bank of Irelandto
establisha National Claims Information Database (NCID), toimprove data
availability. Legislationwas required to confer this newfunctionon the
Central Bank, and the Central Bank (National Claims Information
Database) Act 2018 commencedinJanuary 2019. After consultationwith
the Minister for Finance, private motor insurance was selected tobe the
initial class of insurance inscope of the NCID. The legislationrequires that
the bank publish areport on a yearly basis.

A data sub-group of the CIWG (withrepresentativesfromthe Department
of Finance, the Personal Injuries Assessment Board (PIAB), the State Claims
Agency, the Central Statistics Office (CSO), the Society of Actuariesin
Ireland and the Central Bank) developed a Data Submission Requirement®4,
specifyingthe datatobecollectedfrominsurers.

32 https://www.finance.gov.ie/what-we-do/insurance/t he-cost-of-insurance-
working-group/

33 https://www.gov.ie/en/publication/466 182 -report-on-the-cost-of-motor-
insurance/

34 https://www.centralbank.ie/statistics/data-and-analysis/national-claims-
information-database
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Appendix 2 - List of Participating
Insurers

The NCID referred to the list of Motor Insurance
Bureau Ireland (MIBI) members in order to identify
firms in scope. Only those firms who write private
motor insurance were required to participate. MIBI
members who write commercial motor insurance
only, were not in scope of this report. Here we list
those firms that submitted data to the NCID.

Table 26: Firms that submitteddatato NCIDin 2021.

Authorisation Status Undertaking Name

Allianz PLC
Arch Insurance (EU) DAC
Aviva Insurance Ireland DAC
AXA Insurance DAC
Irish Authorised XL Insurance Company SE
FBD Insurance PLC
Irish Public Bodies CLG
RSA Insurance Ireland DAC
Zurich Insurance Company

EU/EEA Authorised, AIG Europe S.A. (Irish Branch)
Freedom of Establishment Liberty Seguros Compafiia De Seguros y
basis Reaseguros, S.A.

Accredited Insurance (Europe) Limited
EU/EEA Authorised, Ageas Insurance Limited
Freedom of Services basis Chubb European Group PLC
WAKAM

i
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