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The Taiwan residential earthquake insurance program (TREIP) was a statutory insurance program initiated by
the government after the 921 Earthquake in 1999 to alleviate impacts to residents caused by the property loss from
earthquakes. TREIP has been made available to residents of Taiwan for over 15 years since its launch in 2002. As of the
end of February 2017, the take-up rate, the number of policies in force, and the cumulative reserves have reached 33.12%,
2,813,179 policies, and NTD 24.632 billion, respectively.

To ensure the robustness and the growth of TREIF’s reserves, an effective control of budget is absolutely necessary.
After putting forth relentless efforts in contract negotiation with reinsurance brokers and reinsurers, TREIF successfully
reduced the premium rates for excess of loss reinsurance contract by 17% in 2015 and another 9% in 2016. Although the
reinsurance premium in the Taiwan market in average increased by 5% to 20% in 2017 due to the Meinong Earthquake
which occurred on February 6, 2016, TREIF is committed to negotiating the best premium rate and terms. It is expected
that the premium rate for excess of loss reinsurance contract will decrease by another 4% in 2017. The premium saved
each year is set aside as TREIF’s special reserve, helping to speed up the accumulation for the special reserve.

On February 6, 2016, an earthquake measuring 6.6 on the Richter scale shook Meinong District of Kaohsiung City
causing the most devastating damages ever since the establishment of TREIP. It happened over the Lunar New Year
holidays. The staff of TREIF immediately suspended their holiday, initiated the emergency response plan, and stationed in
the office and the Central Emergency Operation Center to gather data and coordinate insurance companies to actively and
jointly serve the earthquake-affected policyholders. The first payment of contingent living expense in the amount of NTD
200,000 was made to an insured on the very next day of the earthquake. A total of 24 contingency living expense payments
were made during the Lunar New Year holiday period, and the first claim payment in the amount of NTD 1.5 million was
paid on the first working day after the holidays, proving the effectiveness of the Program in appeasing the affected people.
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The capability to provide expedited claim service post Meinong Earthquake was attributed to the simulation drills and
the trainings held by TREIF every year, which included the trainings for qualified adjusters, trainings for stationed personnel
of joint claim service centers of disastrous areas, and workshops for professional engineers. In 2016, the TREIF organized
22 sessions of training courses and workshops to 1,006 people, helping insurance companies become familiar with the
claim procedures, conducting loss assessment on earthquake-damaged building and setting up claim service in disastrous
areas, in order to achieve the goal of providing prompt claim services.

Since 2015, TREIF has been working jointly with city and county governments to organize earthquake education and
promotional events and subsidize schools in rural areas to visit 921 Earthquake Museum, as well as to root earthquake
disaster reduction knowledge and to disseminate the concept of the Insurance through class room teaching. In 2016, TREIF
sponsored and co-organized art and literature contests and exhibitions with Hsinchu City, Keelung City, Chiayi City, and
Taitung County governments. These events were held in 244 schools, attended by 5,000 classes, and were well recognized
by city and county governments around the nation. In 2017, TREIF will continue to hold various promotional events and
strengthen the management of its Facebook page in order to raise the public’s awareness and disseminate the correct
knowledge about the Insurance.

Since its establishment, TREIF has devoted unremitting efforts in further developing the Program whilst ensuring
its stability. In the future, TREIF will continue to conduct various researches for consistent improvement of the Program.
Moreover, TREIF will actively organize different types of promotional events to enhance the public’s awareness on
earthquake disasters and risk reduction, increase the insurance take-up rate, and fulfill the goal of protecting the properties
of the homeowners in Taiwan.

Chairman MM JM‘, Cﬂe/w
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Taiwan Residential Earthquake Insurance Fund

On September 21, 1999, a magnitude 7.3 earthquake, known as the “Chi-Chi” or “921” earthquake, struck Nan-
tou County in central Taiwan, causing a great disaster which the people of Taiwan will never forget. The earthquake
prompted the government to set up an earthquake insurance and hence at the end of 1999, the competent authority
introduced amendments to Article 138-1 of the Insurance Act to include provisions on underwriting residential earth-
quake insurance by the insurers and establishment of a mechanism for assuming earthquake risk. The amendment of
Insurance Act was promulgated on July 9, 2001, and the Taiwan residential earthquake insurance program came into
existence.

In accordance with Article 138-1 of the Insurance Act, the competent authority announced the “Enforcement
Rules for Coinsurance and Risk Assumption Mechanism of Residential Earthquake Insurance” on November 30, 2001.
The rules stipulate all residential earthquake insurance policies issued by non-life insurers to be ceded to Central Re-
insurance Corporation (Central Re), a then state-owned reinsurer which in turn spread the risk to domestic non-life
insurers, TREIF, foreign reinsurers and the government with the limit of total risk assumption set at NTD50 billion. The
structure of the residential earthquake insurance risk assumption mechanism was thus established.

Effective from April 1, 2002, all residential fire insurance policies issued must expand the coverage to include the
basic residential earthquake insurance, with a maximum sum insured of NTD1.2 million per household. The annual flat
premium was set at NTD1,459 (reduced to NTD1,350 starting from April 1, 2009). The scope of coverage includes total
loss of insured residential building due to earthquake shake, or fire, explosion, landslide, land subsidence, land move-
ment, land fissure, land rupture, or tsunami, sea surge and flood caused by an earthquake or its seismic activity.

During the initial implementation stage of the residential earthquake insurance, “total loss” refers to any case in
which the following condition is met: upon being determined and certified by a government agency or a professional
association for architecture, building structure, civil engineering or alike that the residence is uninhabitable or the repair
costs would equal or exceed 50% of the replacement cost.

On December 1, 2005, the competent authority promulgated the amended “Enforcement Rules for Coinsur-
ance and Risk Assumption Mechanism of Residential Earthquake Insurance,” adjusting the risk-bearing system from
four tiers to two tiers. The first NTD2 billion of the NTD50 billion liability in the first tier was assumed by the residential
earthquake Co-insurance Pool, and the remaining NTD48 billion liability in the second tier was assumed and/or ceded
by TREIF. The maximum risk assumption of residential earthquake insurance was raised from NTD50 billion to NTD60
billion in 2007.

In accordance with revisions to Article 138-1 of the Insurance Act on July 18, 2007, TREIF was granted the re-
sponsibility for managing the risk spreading mechanism, which was set up by the competent authority. On November
26, 2007, under the amendment for the Insurance Act, the “Enforcement Rules for the Coinsurance and Risk Assump-
tion Mechanism of Residential Earthquake Insurance” was renamed as the “Enforcement Rules for the Risk Spreading
Mechanism of residential Earthquake Insurance”. Since 2008, all residential earthquake insurance underwritten by
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non-life insurers has been ceded to TREIF, which then
retained or transferred the risk, thus laying the foundation
for the current residential earthquake insurance opera-
tion.

On December 30, 2008, the competent authority
promulgated the revised “Enforcement Rules for the Risk
Spreading Mechanism of Residential Earthquake Insur-
ance,” raising the risk assumption limit of the residential
earthquake insurance’s risk spreading mechanism to
NTD70 billion starting in 2009. The maximum sum in-
sured per subject matter insured under the residential
earthquake insurance has been increased to NTD1.5
million effective from January 1, 2012, and the maximum
contingent living expense has also been increased to
NTD200,000. Meanwhile, the annual flat premium for the
insurance maintains at NTD1,350 per policy. The defini-
tion of “earthquake” under the policy has been revised as
natural earthquake, which is observed and recorded by
the seismic observatory competent authority of Taiwan
and other nations to extend to cover any loss or dam-
age caused by the tsunami. The definition for the term of
“total loss” has also been revised, referring to any of the
following conditions - (1) The subject matter insured is
demolished as informed, ordered or acted by the govern-
ment agency; or (2) The subject matter insured has been
assessed by a qualified adjuster, or by an association of
professional architect, structural engineer, civil engineer,
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rebuilding; or has been assessed that it could be inhabitable after repairing and the repairing cost equals to or exceeds
50% of the replacement cost at the time when the insured risk occurs.

In preparation for any future large-scale earthquake and / or second earthquake which may require the reinsur-
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ance protection of different trigger points as well as in making sure the smooth operation of the program, the risk liabili-
ties for each tier have been adjusted, effective from January 1, 2013, as follows:
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Tier 2
TREIF

NTD @ 7 bilion

Tier 1
Residential Earthquake
Co-Insurance Pool

NTD 3 billion

Government

NTD 4 4 bilion

This portion of the risk should
be undertaken by TREIF or
spread in domestic/overseas
reinsurance markets and/or
capital markets

NTD B3 bilion

Tier 1: NTD3 billion undertaken by the Co-insurance Pool.

Reinsurance Markets

NTD 2 () bition

TREIF

NTD 4 7 bilion

Tier 2: NTD67 billion undertaken by TREIF. This Portion of the risk should be assumed or spread in the following

manner:

(1) The portion equal and up to NTD53 billion shall be spread in domestic, and/or overseas reinsurance

markets and/or capital markets and/or retained by TREIF in accordance with business needs and/or

market costs. The aforementioned risk spreading mechanisms shall be reported to the competent au-

thority for recordation. The preceding provision also applies to any subsequent changes thereto.

(2) The portion over NTD53 billion and up to NTD67 billion shall be assumed by the government. When a

loss occurs, the competent authorities shall prepare a funding requirement report and submit it to the

Executive Yuan, which shall handle funds appropriation in accordance with the budget process.
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EEAFEHMEREES (DITNHEEHEREES) RBARVEE A - NEZSFMEE » R Taiwan Residential Earthquake Insurance Fund (TREIF) is a public service, non-profit organization officially es-
200281 H1THIEREOL » oM H AR T HHEZ % » SN = (EHEBEZE 8N 2 BERTEERE tablished on January 17, 2002. It is the third national residential earthquake insurance organization initiated by govern-
HWE(R R - ment in Asia, following the examples of Japan and Turkey.
W B EE B TREIF Structure
—— ﬁ .
EEE B A Boalgh(;fi rIIr)rl]raenctors Supervisors
BER
e Internal Audit
Pr S President
. Development and
RS Planning Task Force
TE/E
Syl
IR SRR Business Administration
Department Department
& HHg @ Board of Directors

The Board of Directors is TREIF’s highest decision-making body. The chairman is the legal representative of

EEMERERESRERRELN > EERBOERRES AR EFGHESE A
R - SHEERRE TYIABBESL
HIyBEEEERRE=A -
A BT BB AR — A
HIEXTERBEEEZEREE=A -
FEtERRARHETEAR=A -
HhEE R b B B B

TREIF. The Board of Directors comprises 11 members appointed by the competent authority.
Three representatives from the competent authority.
One representative from the National Treasury Agency, Ministry of Finance.
Three experts / scholars.
Three representatives from the Residential Earthquake Co-insurance Pool.
President of TREIF.
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€ Supervisors

TREIF has three supervisors who are designated by the competent authority to supervise the business operation
and financial affairs of TREIF.

@ Internal Audit

In accordance with the “Enforcement Rules for Internal Control and Audit Systems of the Taiwan Residential
Earthquake Insurance Fund,” an internal audit was established in 2014 under the Board of Directors to ensure the
sound development of TREIF's operations and guarantee the accuracy and integrity of financial and administrative
information. The Internal Audit is responsible for auditing the business planning and execution of each department,
as well as periodically appraising the results of the self-assessments performed by each department in an aloof,
independent manner.

€ Residential Earthquake Insurance Program Development and Planning Task Force

The Residential Earthquake Insurance Program Development and Planning Task Force was established in March
2008 to assist TREIF in improving the existing program and strengthening its core functions. It was divided into three
subcommittees: Risk Spreading and Premium Rate Subcommittee, Underwriting, Claim and Legal Subcommittee,
and IT, Statistics and Educational Promotion Subcommittee. The president of TREIF serves as convener of the task
force, and the members are comprised of staffs of TREIF as well as experts and scholars from the private, public and
academic sectors.

€ Scope of Business

In accordance with Article 7 of TREIF Articles of Incorporation, the scope of TREIF’s business is as follows:
Managing reinsurance, risk assumption and risk spreading for the residential earthquake insurance.
Receiving pure premium ceded from residential earthquake insurance, loadings and revenue by this insurance
and proceeds derived from fund utilization.
Obtaining domestic or overseas loans in accordance with the financing plans.
Handling other business in relation to the preceding three subparagraphs.
Taking care of matters assigned by the competent authority.
Organizing public welfare activities that are in line with the goals of TREIF.
Conducting business that TREIF is permitted to undertake in accordance with the Insurance Act or other laws
and regulations.

16
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On November 30, 2001, the competent authority announced “Taiwan Residential Earthquake Insurance Fund
Articles of Incorporation”, and “Regulations Governing Taiwan Residential Earthquake Insurance Fund”, laying a legal
foundation for the establishment of TREIF. To save cost and accelerate the accumulation of fund, Central Re was
entrusted to manage the fund and handle all of its related business during the initial stage.

During the initial implementation stage of the Program, Central Re was designated as the program manager,
responsible for managing the Co-insurance Pool and overseas reinsurance placement. It contributed greatly to
the residential earthquake insurance program. Central Re was privatized in 2002. Considering that the residential
earthquake insurance is a statutory insurance, it ought to be managed by a non-profit organization to avoid the possible
credit risks that private insurers or reinsurers face, which could hinder the implementation of the Program and sabotage
policyholders’ rights. Hence, on December 1, 2005, the competent authority revised and promulgated “Enforcement
Rules for the Coinsurance and Risk Assumption Mechanism of Residential Earthquake Insurance” to designate TREIF
as the pivotal role of program manager and actively to promote the operational independence of TREIF.

As the result, TREIF assumed the pivotal role in Taiwan’s residential earthquake insurance program and officially

began independent operations on July 1, 2006. Its function no longer limited to risk assumption and risk spreading,
but to cover all affairs relating to the program, including the establishment and improvement of underwriting and
claim settlement mechanism, coinsurance management, reinsurance placement, business promotion, and training
for qualified adjusters and professional engineers. To support
the growing responsibility, relevant staffs were transferred to
TREIF from Central Re and additional employees were recruited.
Considering that the residential earthquake insurance is a statutory
insurance, any reform of the program could significantly impact
the public interest, and therefore, any future decision making
must be thoroughly and meticulously evaluated. Consequently,
TREIF established the Residential Earthquake Insurance Program
Planning and Development Task Force in March 2008 to assist
TREIF in formulating relevant policy plans for the competent
authority’s consideration. Combining the efforts of experts and
scholars that TREIF invited from private, public, and academic
sectors together with its staffs, the Task Force convened meetings
to probe into improvement plans for each and individual items under
the program. The Task Force strengthens the functionality of TREIF
to fulfill the expectations of the competent authority, the insurance
industry and the policyholders.
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2002 (4 B-~12 A)
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

2016

455,498
859,213
1,173,082
1,447,545
1,672,043
1,872,195
2,029,369
2,168,628
2,294,738
2,390,202
2,459,162
2,653,337
2,637,811
2,707,256

2,795,766

REWA
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661,231
1,242,788
1,702,959
2,101,527
2,425,076
2,722,298
2,947,698
2,951,981
3,057,970
3,193,562
3,202,554
3,336,938
3,463,141
3,623,412

3,646,940
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B Underwriting Operation

@ Overview of Policies in Force and Insurance Take-Up rate

2016 ANNUAL REPORT Y

Taiwan Residential Earthquake Insurance Fund

Since the launch of the residential earthquake insurance in 2002, it has experienced steady growth. At the end of

2016, the total policies in force reached 2.80 million, which accounted for 32.92% of the total national households of 8.49

million, up by 3.27% when compared with previous year. A more detailed data of the written premium income and poli-

cies in force over the past years are listed in the following charts:

Taiwan Residential Earthquake Insurance

Policies in Force and Written Premium

2002 ( April ~ December )
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

2016

455,498
869,213
1,173,082
1,447,545
1,672,043
1,872,195
2,029,369
2,168,528
2,294,738
2,390,202
2,459,152
2,553,337
2,637,811
2,707,256

2,795,766

Unit: NTD1,000

661,231
1,242,788
1,702,959
2,101,527
2,425,076
2,722,298
2,947,698
2,951,981
3,057,970
3,193,562
3,202,554
3,336,938
3,463,141
3,623,412

3,646,940

Note: 1. Effective from April 1, 2009, the annual flat premium has been reduced from NTD1,459

to NTD1,350 per policy.

2. Effective from January 1, 2012, the maximum sum insured has been increased from

NTD1.2 million to NTD1.5 million per policy.
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£F313 ) & SREEE R R RE Kinmen 13 4 Cumulative Liability & Insurance
1t Changhua

Take-Up Rate

4

Tt #Z2016F 12 H31 HILFEEHER Hualien

fgp\ gﬁu T 2 R B ST A E S =1 4Jke6,063(H ,@.‘ Yuan"nu As of December 31, 2016, the cumulative

B0 ~ 7t BEEHTARS R - Fit Porghu 10 ~ lability of Taiwan's residential eartnguake

- B O(SERE) - BE - E - B R i insurance amounted to NTD 4.6063 trillion. Cities

=5 ST - SR D DL s 2 Tainan Gity with higll"ner a-n?ounlt of c.um.ulétive Iiabililty ?Nelre

= B R s - Taitung nlwetroplohtan cities like Taipei C|ty,. New Ta|;l>e| City

=it 40,949 - Kaohsiung City (including Keelung), Taoyuan, Hsinchu, Taichung,

and Kaohsiung-Pintung. The take-up rates were

‘ ‘ higher in cities north of Hsinchu and in Taichung.

F=R Pintung The highest take-up rate of 40.94% was reported

in Hsinchu.
O FEHERERBESITHERIRRE © Taiwan Residential Earthquake Insurance Cumulative Liability & Take-up Rates

s ame, | TmiE | BERE | GEAK | e, GRESTA Zone ernpbplitiiy || e[ e | 2
1 =it 575,760,454,043 12.50% 353,218 941,892  37.50% 1 Taipei City 575,760,454,043 12.50% 353,218 941,892 37.50%
1.1 $hdbm ~ EbE 1,117,392,176,332 24.26% 674,878 1,747,242 38.63% 1.1 New Taipei City, Keelung 1,117,392,176,332 24.26% 674,878 1,747,242 38.63%
2 tHE 534,287,073,064 11.60% 320,240 795,868  40.24% 2 Taoyuan 534,287,073,064 11.60% 320,240 795,868 40.24%
3 M 237,399,020,052 5.15% 144,275 352,389  40.94% 3 Hsinchu 237,399,020,052 5.15% 144,275 352,389 40.94%
4 HWE 78,911,926,648 1.71% 47,734 174,576 27.34% 4 Miaoli 78,911,926,648 1.71% 47,734 174,576 27.34%
5 =M 599,958,056,388 13.02% 363,100 989,429  36.70% 5 Taichung 599,958,056,388 13.02% 363,100 989,429 36.70%
6 @A 56,947,038,713 1.24% 35,435 165,277 21.44% 6 Nantou 56,947,038,713 1.24% 35,435 165,277 21.44%
-7l 131,087,195,823 2.85% 79,084 399,722  19.78% 7 Changhua 131,087,195,823 2.85% 79,084 399,722  19.78%
8 EM 62,305,114,523 1.35% 37,336 221,162 16.88% 8 Yuanlin 62,305,114,523 1.35% 37,336 221,162 16.88%
9 BE = 411,917,372,078 8.94% 250,578 954,107  26.26% 9 Chiayi, Tainan 411,917,372,078 8.94% 250,578 954,107 26.26%
10 S~ BE &M 636,349,217,871 13.81% 389,165 1,361,479  28.58% 10 Kaohsiung,Pintung,Penghu 636,349,217,871 13.81% 389,165 1,361,479  28.58%
11 & EX 78,136,403,110 1.70% 48,064 198,686  24.19% 11 Hualien, Taitung 78,136,403,110 1.70% 48,064 198,686 24.19%
12 =i 79,060,762,536 1.72% 48,471 170,327  28.46% 12 Yilan 79,060,762,536 1.72% 48,471 170,327 28.46%
13 &P~ E 6,831,954,900 0.15% 4,188 21,696  19.30% 13 Kinmen and other isles 6,831,954,900 0.15% 4,188 21,696  19.30%
&&t 4,606,343,766,081 100% 2,795,766 8,493,852 32.92% Total 4,606,343,766,081 100% 2,795,766 8,493,852  32.92%
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€ Auditing of Residential Earthquake Insurance Business

To ensure that the Co-insurance Pool members are complying with the rules and guidelines related to the
residential earthquake insurance when operating the business, TREIF formed an auditing team in accordance with the
“Operating Rules for the Auditing of Residential Earthquake Insurance Business” to identify the company to be audited,
develop an audit plan, implement the audit, and prepare an audit report containing audit opinions and improvement
plans to submit to the competent authority.

l Claim Operation

€ The Claim Handling of 2016-02-06 Meinong Earthquake

On February 6, 2016, early morning at 3:57, an earthquake measuring 6.6 on the Richter scale hit Meinong Dis-
trict of Kaohsiung City, causing many houses in Tainan City, including the Wei-Kuan-King-Long apartment complex, to
collapse.

The staff of the TREIF immediately suspended their New Year holidays and took the following actions:

1. Reported to the office and stationed there to initiated the emergency response plan — collected information
regarding the earthquake disasters, reported them to related units, and operated tasks according to the Stan-
dard Procedures for Claim Settlements of the Residential Earthquake Insurance

2. Stationed in the Central Emergency Operation Center to report the collected data and information from the af-
fected areas, and to report the insurance’s earthquake damage data as well as TREIF’s handling of the claim
settlement in the Center’s task force meetings in order to receive appropriate assistance.

3. Coordinated the insurance companies to set up a joint claim service center to serve affected policyholders.

4. Through different communication means, actively and publically called for earthquake-affected policyholders’
report to their insurance companies or making online inquiries via the “Residential Earthquake Insurance Post-
Earthquake Public Inquiry Platform”

5. Coordinated government units in order to obtain the contact information of the earthquake-affected policyhold-
ers and to get the urgent building assessment permits, and to assist insurance companies to enter the restrict-
ed areas to assess damaged buildings

6. Kept updating the progress of claim settlements on the mass media, internet, TREIF’s website and Facebook.

Through the abovementioned proactive actions, the TREIF drove the insurance companies to initiate contact with
the earthquake-affected policyholders and expedited the claim services - the first payment of NTD 200,000 contingency
living expense was paid to a policyholder on February 7, the very next day after the earthquake. The first group of claim
payments was made to policyholders within eight days after the earthquake. A total of 24 contingency living expense
payments were made during the Lunar New Year holiday period, proving that this insurance was effective in appeasing

earthquake-affected policyholders.

R
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Up to now, 100 claims had been made, and a total of NTD 166 million had been paid in respect of claim payout

and loss adjustment expenses.

@ Defining the Proofs for Claims Payment

(1) The Purpose
Based on article 8 of the Operating Rules for the Reinsurance of the Residential Earthquake Insurance, the
insurance company shall provide proofs for claims payment made to TREIF when applying for the claims/
cash reimbursement. Therefore, it was essential to define what supporting documents are acceptable as the
proofs.
(2) Conclusions and Recommendations
1. After reviewing the claim settlement experience from the Meinong Earthquake, it was concluded that the
“proofs for claims payment” should not include the original claim documents submitted by the insured; the
“Building Loss Assessment and Total Loss Confirmation Form” completed and submitted by the insurance
company to TREIF shall be sufficient. The TREIF shall audit and verify the validity and the conduct of the
insurance companies in handling the claim settlement of the Insurance.
2. To maintain the flexibility and practicality of the operation, it was recommended that no amendment shall
be made to article 8 of the Operating Rules for the Reinsurance of the Residential Earthquake Insurance.
The definition of the “Proofs for Claims Payment”, however, shall be included in the reinsurance contract.

€ Reviewing the Claim Settlement Procedures - How should insurance companies, architects
and professional engineers work together to implement claim settlement procedures?

The Purpose

Based on the claim settlement experience from Meinong Earthquake, qualified adjusters alone may not be capable of
assessing buildings with complicated destructions such as damaged foundation, soil liquefaction, and site structures that were
severely damaged beyond Storey Repair Cost Ratio (SRCR) > 40%. It is importance to have a cooperative assessment by
qualified adjusters together with architects/professional engineers.

Conclusions and Recommendations

1. It was concluded that the TREIF shall sign contracts with the associations of architects and the associations of professional
engineers to ensure the appointment of the architects and professional engineers in the assessment.

2. Important procedures for insurance companies to commission architects / professional engineers to conduct assessments:

(1) The associations and TREIF shall establish and maintain the “architect / professional engineers database” on
a regular basis.

(2) After an earthquake, the insurance companies shall send their appointed qualified adjusters to the site to con-
duct preliminary assessments and produce assessment forms.
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(3) After the insurance companies complete the preliminary assessments and identify the cases that require fur-
ther assessment to determine the degree of loss, they should contact the preferred architects / professional
engineers, then select from database the appointed architects/ professional engineers, and produce a summ-
ary table and notify the associations and copy TREIF.

(4) The associations will urge the participating member architects / professional engineers to join the assessme-
nts, evaluating the degree of the structural damage and estimating the cost of repair with the insurance com-
panies’ qualified adjusters.

(5) Architects / professional engineers shall submit the drafted assessment reports to the associations for review
and for the making of formal assessment reports. The formal assessment reports are then sent to the insura-
nce companies within a month starting from the assessment date. The insurance companies shall send a
soft copy of the reports to the TREIF and process the claims based on the findings in the reports.

(6) The associations issue payment requests to TREIF.

3. Content of the Assessment Report

As an effort to prevent insurance fraud, the TREIF included a collection of assessment report samples in the as-

sessment contract signed with the associations. Moreover, all building damage assessment reports must be

stamped with the associations’ chops and send to TREIF for the review of re-assessment committee.
€ Determination of the Nature of the Contingency Living Expense
The Purpose

A fixed amount of contingency living expense is paid to the insured when the subject matter insured qualifies for the
stated conditions. What is the nature of the “contingency living expense”? Should it be treated as an expense or a
claim? A study was done to determine its nature.

Conclusions and Recommendations

1. The purpose of the “contingency living expense” was to fulfill the insured’s need of a safe shelter to stay shortly
after an earthquake or to cover the possible costs (such as a rental fee) incurred by an earthquake, therefore, it
shall be treated as an expense insurance;

2. Here is how contingency living expenses should be paid:

(1) If the insured is alive: the contingency living expense is paid to the insured.
(2) If the insured is deceased: it is paid to the inheritors whether or not the inheritors were living in the subject
matter insured. In the case where there is no inheritor, the payment will be handled in accordance with the

Civil Laws.
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4 Claim Simulation Drill

1. Key review items from the 2015 claim simulation drills and the improvements done in 2016:
At the 2016 simulation drill's emergency meeting, the insurance companies reported the emergency response
actions they took after the earthquake, the situations of the staff affected, and the extent of damages in order
to coordinate and integrate the resources of the companies involved. All these steps were included in the scor-
ing system.

2. Based on the reviews from the 2015 claim simulation drills and the Meinong Earthquake experience and lesson

learned, the claim procedures of the residential earthquake insurance should be actively handled by the insur-

ance companies. Therefore, the insurance companies played the key roles in the 2016 drills. The key tasks co-

nducted in the drills by the insurance companies included the following:

(1) Initiated the emergency response plans, examined the situations of the operation center and the staffs inv-
olved.

(2) Convened internal meetings, consolidated information related to the earthquake disaster.

(3) Established Call Centers, connected their website with the “Residential Earthquake Insurance Post-Earthg-
uake Public Inquiry Platform”

(4) Set up the “Joint Claim Service Center” at the operation office in the disastrous areas to serve the affected
community.

(5) Actively contacted the local governments in the disastrous areas in order to reach out to earthquake-affect-
ed policyholders and understand the conditions of the building insured (for demolition or labeled with red/
yellow [damaged building] warnings); contacted the policyholders’ mortgage banks to obtain information such
as proofs of the buildings’ ownerships.

(6) Attended the emergency meeting: all insurance companies must send representatives to attend the meeti-
ng and make reports / join the discussions, including consolidated information related to the disasters and
emergency responses in order to coordinate and integrate resources.

(7) Based on rotation, the insurance company in charge shall set up the “Joint Claim Service Center in the Di-
sastrous Area,” appoint supervisors and deputy supervisors, and be responsible for the rehearsals.

(8) Qualified adjusters went on a loss assessment drill on the disaster damaged building module.

3. The Simulation Scenarios
Scenario 1: TREIF used “Mobilization and Claim Settlements Management Information System for the reside-
ntial earthquake insurance” to send mobilization request to qualified adjusters and stationed personnel, testing
receivers response rate and conducted system’s stress test.
Scenario 2: Under the assumption that an earthquake of 6.2 magnitudes hit the Shanjiao fault in northern Tai-
wan, TREIF conducted a simulation drill according to the “Standard Procedures for Claim Settlements of the
Residential Earthquake Insurance.”

R
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information gathering / simulated meetings

The competent authority, insurance companies, and TREIF carried out a series of task drills according to the

operation procedures related to claim settlement of the residential earthquake insurance.

Stage 2:

Stage 3:

Stage 4:

(1) TREIF gathered and consolidated information about the disaster and convened internal meetings.
(2) The insurance companies convened internal meetings.

(3) TREIF called emergency meetings.

Simulation of mobilization request and the establishment of emergency service centers in disastrous
area

This part of the simulation, based on the conclusion of the emergency meeting, mobilized qualified
adjusters and stationed personnel using the Mobilization System

Report for Duty and Preparedness Drill / Simulation Drill for Setting Up Joint Claim Service Center in
Disastrous Area and Special Claim Service Desks

In the stage 3 of the simulation drill, a Joint Claim Service Center in Disastrous Areas was establish-
ed according to the post-disaster situation and the conclusion drawn by the emergency meeting.
Insurance companies also set up special claim service desks in their headquarters or branch offices
near by the disastrous area to quickly and actively serve earthquake-affected policyholders. Mobiliz-
ed qualified adjusters and stationed personnel rehearsed operating procedures following the Standa-
rd Procedures for Claim Settlements of the Residential Earthquake Insurance.

Loss Assessment / the Operation of the Claim Evaluation System

Setting up a model of disaster damaged building module in the Joint Claim Service Centers in Disas-
trous Areas of Taipei, for qualified adjusters to conduct loss assessment on the building module and
enter the assessment results into the “Total Loss Claim Evaluation System.”

W 2016.10.18{FEHIEE Orber 2 B B Al A 1o - S AR A e TR
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The Results of the 2016 Simulation Drills

1. The response rate of qualified adjusters and stationed personnel reached 100% when Mobilization and Claim Se-
ttlements Management Information System was used in scenario 1 and stage 2 of scenario 2 to mobilize drill par-
ticipants. The stress test result indicated that the Mobilization and Claim Settlements Management In formation
System for the Residential Earthquake Insurance was working properly.

2. Qualified adjusters and stationed personnel’s report-for- duty rate reached 100% in the stage 3 of scenario 2 drill.

3. In addition to setting up the Joint Claim Service Centers in Disastrous Areas, the insurance companies also form-
ed individual claim service centers in their offices in the disastrous areas to serve the community.

4. The report-for-duty rate of qualified adjusters for loss assessment of disaster damaged building module reached
100%. All qualified adjusters were familiar to a certain degree with the assessment process and the Total Loss Claim
Evaluation System.

Review and Recommendations for Improvement from the 2016 Simulation Drills

1. Claims Cash-call Process
Insurance companies applied for claims cash-call in different point of time and transaction by transaction. To sim-
plify the process, it was recommended that the Pool members shall first paid TREIF the NTD 3 billion reserve;
each insurance company then applies for cash-call to TREIF on a weekly basis, and then TREIF pays directly to
the insurance company.

2. Emergency Response to Internet / Communication Disruption
The insurance companies shall provide alternative ways of communication when encountering internet / com mu-
nication disruption while intense communication is required.

3. Stationed Personnel’'s Familiarity with the Claim Settlement Procedures of the Insurance
It was found that some stationed personnel were unfamiliar with the claim settlement procedures; therefore future
training must include an enhanced focus on the claim related clauses.

4. The Capability of the Qualified Adjusters
It was found that some qualified adjusters were unfamiliar with the loss assessment of the building column, beam,

and structure wall. Therefore, trainers must strengthen the skills on loss assessment in future workshops.

B 201 64EB I/ NEMIER G S H
BB ET-
IRER - BT (£)

ZggEh (BES) s ()
L (B -EEY (5)



EBR R

5. ZeR LR SEAN R SR E A
(1) 0206/ ISR IRMIEE - AL EERAN/R AT T 2 =0 - HoW k Tl tE e > 2
LYy AT Re RIS ERERE /3000 £ - (B LG R - SRR TR LS
BEY) 28K - Winsd AR 2EEE -
(2) HETEFHZEgFA ERHIPAEE - DENGTREEESL - FiREI T ETRagHE
FHBARE -
(3) SERRHEE S E e s W AL EE -

B IR E R ERREE B Ria % HE

ERI20 1 65 FE (T2 1 E (R G he 15 B d < J8l g 5B - HE RS ESIEFEA S - ZHERE
IR BT = 2 00fETT2 1008 T RSB =M 3008702 1 00{8 70 2 i B # A8 RS s (R & HMER) -
IRES TR - B HEE R A F R E R R e R EE 2 EE -

B fERE

P OB (R0 S T A T/
201 645 (RS HIRE (R 18 58 B TP/ I B o + HERREL T M s A T
(R BT
& fb8 5 BT S
felfe 7 BB S A TABRS KOG+ SER I R B M e ST 1 (R A My BT
S BB A DI - RAMYERS (SRR | IR RIS ) 2R
S TREE  EAEERRAT
L. f b R B IR
(1) (Rt
S AR R I R R - RS TR § AR B R T
P51 o
(2) b RIS e

A PRl b 3 BB A B EARHE T BT 2 70 080T 5 fEla 0 B A iR R %
N FE B RE15% - HERSoWuREALULAIFELR (Quota Share) 70T HIEE (R E:

(3) W AR PR B ft 2 T 1
BT R &R P RS REHT 28 150 BTG (ETEE A28 0 B Tignesr 1148 ; #
HEPRYERERF IR T IR B L - B RCRs S R B AR (R - SR ftse B IR -

2016 ANNUAL REPORT ¥

Taiwan Residential Earthquake Insurance Fund E‘ ﬁ

5. The Commissioning of Assessment Work to Architects / Professional Engineers

(1) Some of the loss assessment cases from the Meinong Earthquake that were commissioned to architects / pr-
ofessional engineers were involved with soil liquefaction / land subsidence. Although the above-ground struc-
tures were undamaged, the buildings’ leaning rate were over 1/30 degrees. Such cases would be outsourced
for investigation to assess the loss caused by soil liquefaction and the definition of “total loss” for the residen-
tial earthquake insurance would be reviewed.

(2) Currently, in principle, the re-assessment committee carries out only formality reviews. Substantive reviews
are adopted only when necessary. TREIF will study to revise the guidelines for the committee.

(3) The assessment contract should specify the items that must be included in the assessment report.

B Management of Reinsurance Placement for Excess of Loss for the
Residential Earthquake Insurance

Based on the Risk Spreading Mechanism of Residential Earthquake Insurance, in 2016, TREIF transferred risk to
reinsurance market by renewing excess of loss reinsurance contract in two layers, namely the layer of NTD 10 billion in
excess of NTD 20 billion and the layer of NTD 10 billion in excess of NTD 30 billion. By trying very hard at negotiation

with the reinsurers, TREIF aimed at reaching the most favorable prices.

B Research & Development

Residential Earthquake Insurance Program Development and Planning Task Force
In 2016, the Residential Earthquake Insurance Program Development and Planning Task Force convened 4

meetings to validate the major tasks that each subcommittee had planned and the progress of each task.

@ The Risk Spreading and Premium Rate Subcommittee

The Risk Spreading and Premium Rate Subcommittee convened 5 meetings, completing tasks such as: review-
ing the risk assumption and risk spreading mechanism and reviewing the handling methods of reserves (including un-
earned premium reserve, loss reserve, and special reserve) in the event that a Pool member suspends business and
undergoes liquidation or dissolves business or merges with another entity.

Important conclusions of the meeting were as follows:

1. Review of the Risk Assumption and Risk Spreading Mechanism

(1) Premium Rate Review
Due to the insufficiency of the reserves, it was recommended that the pure premium rate would remain un-
changed. The rate structure of the residential earthquake insurance and its loading ratio would stay the sa-

me as well.
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(2) Review of the Risk Assumption Limit of the Risk Spreading Mechanism and Its Structure
The risk assumption limit of the residential earthquake insurance’s risk spreading mechanism would stay at
NTD70 billion. However, it was recommended that the each insurance company is to retain 15% of the sum
insured and cede the rest of the 85% of it to TREIF on a quota share basis.

(3) Study the Feasibility of Expanding the Coverage of the Residential Earthquake Insurance
The NTD1.5 million of maximum sum insured per subject matter insured and NTD 200,000 of contingent living
expense under the residential earthquake insurance would not be changed. The criteria for claims would also
remain to be based on the current “total loss” criteria. For a more comprehensive earthquake insurance pro-
tection, policyholders may buy a commercial insurance to cover excessive loss or extend the earthquake cov-
erage.

2. Studying the Handling of Various Reserves Set Aside by the Pool Members

(1) In the event that a Pool member suspends business and ceases providing the residential earthquake insur-
ance:
The reserves of the residential earthquake insurance should be transferred to other Pool Members that took
over the business and be combined with their reserves.

(2) In the event that a Pool member was ordered to undergo liquidation and dissolve business or prohibited from
offering the residential earthquake insurance:
Since the TREIF plays the pivotal role in the running of the Program the accumulated special reserves of the
Pool member shall be transferred to the TREIF for custody.

(3) In the event that a Pool member is undergoing a merger or transfer of business:
The special reserves will be transferred to the surviving company and continued to accumulate.

€ The Underwriting, Claim and Legal Subcommittee

The Underwriting, Claim, and Legal Subcommittee arranged 3 meetings to achieve the following: studying the
nature of the contingency living expense for the residential earthquake insurance; examining the content of the Article
8 of the “Operating Rules for the Reinsurance of the Residential Earthquake Insurance” to define the “proofs for claims
payment”; studying on how the insurance companies and architects/professional engineers could work together to
implement the claim procedures of the Insurance; planning and executing the simulation drills for the claim settlement
mechanism; projecting claim manpower needs and developing training plans for qualified adjusters and stationed per-
sonnel of the Joint Claim Service Center; reviewing and revising important guidelines, rules, and criteria related to the
residential earthquake insurance; reviewing and revising stipulations and provisions related to the Insurance; and re-

viewing and modifying the policy clauses.
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W E481F # The IT, Statistics and Educational Promotion Subcommittee
@ BUTIREGES 2 KaHEE The IT, Statistics and Educational Promotion Subcommittee assembled 3 meetings to accomplish the following:
(—) TR, Completing the feasibility study of integrating TREIF’s geographic information system with TGOS (Taiwan Geospatial
y oL s P i R ne Stop), and other application services; reviewing the data transmission procedures of the residential earthquake in-
Ryl A R B BRINS S HIREAG I PRI BRI One Stop), and oth licat ' lewing the data transmissi d f the residential earthquake i
el B R B =UARE ) (i E A LR e O surance; developing the 2017 promotion plan for the residential earthquake insurance; and reviewing the content of the
m NS R RbE A SRR A TE LA TS+ residential earthquake insurance awareness questionnaire.
b NS R PRBR UL R & (TR B Z A0 % LA o6 5 idential earthquake i tionnai
@ B - isi i
(=) g3k H 2, B Revisions of Laws and Regulations
USRS 2
BRELE T ETHEEA RGN, - BIEH : — : —
BEATT APRTRTR € Review and Modification of Policy Clauses of the Residential Earthquake Insurance
L E T - BEEE LIRS - BEE (1) The Purpose
FHIEE AR (LAT’FHWM*B ) HEEE The purposes of the review and modification were to clarify the validity of the insurance contract and the treat-

ORbe AR & PRI BT R R b B B 5
AR A T HIBRRG (T HIRGHE (] A 5K
T E R E R = -

2 HTHSE =0« R 2HEBRERE
FaclRZAIE - HEARRERRE AT R RER

ment of the premium when the indemnity and/or reduced indemnity is paid; to prevent dispute by validating the
right of subrogation to the insurer of the residential earthquake basic insurance and specifying insured’s oblig-
ation to cooperate and assist the exercise of the right.

(2) Conclusions and Recommendations

Jr The key recommendations for the modification of the Policy Clauses of the Residential Earthquake Insurance
_L o
follows:
3. FIE LTI © SIFIRE) - BB e as oo
A §05E > B R ) S AR 1. Article 72: limitation of liability was added to validate the insurance contract and the treatment of the premi-
2 BRTIE s NET N IR
IOBRE AR (2 SRR ST - um in the event when the amount of claim exhausts sum insured; And to validate the effectiveness of redu-

ced indemnity and the treatment of the premium in the event when the indemnity is reduced proportionally
due to loss exceeding the overall Program Limit. (i.e. NTD 70 billion).

2. In reference to article 42 of the residential fire insurance policy clause, Article 73 Subrogation was added in
order to give the insurers the right of subrogation for the residential earthquake insurance.

3. In reference to article 42 of the residential fire insurance policy clause, Article 74 Cooperation and Assistance

was added to specify the insured’s obligation to cooperate and assist insurers in the matter of subrogation.
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B Training & Promotion

® Training for Qualified Adjusters

TREIF outsourced the session arrangement of training and retraining for qualified adjusters. Claims personnel
who underwent the trainings could become qualified adjusters, who are expected to uphold the principles of justice,
responsiveness, and discipline and assume the important responsibility of making assessment in the frontline after an
earthquake hits. In 2016, a total of 14 training classes were held in Taipei, Taichung and Kaohsiung to train 289 new

qualified adjusters and retrain 398 qualified adjusters.
@ Trainings for Stationed Personnel of Joint Claim Service Centers of Disastrous Areas

TREIF commissioned an outsourcing agency to arrange training sessions for stationed personnel of the joint
claim service centers to ensure a sufficient number of qualified personnel will be available to report for duty at joint
claim service centers in an earthquake disaster, and that these stationed personnel are familiar with the claim settle-
ment procedures of the residential earthquake insurance and are able to provide responsive and effective services to
policyholders in disastrous areas. In 2016, a total of 3 training classes were held in Taipei and Taichung to train 36 new

stationed personnel and retrain 82 stationed personnel.
@ Professional Engineer Workshops

TREIF organized several workshops to ensure that professional engineers and architects participating in the as-
sessment operations could fully understand the claims adjustment process and standards, thus are able to complete the
assessment on damaged buildings that are commissioned to the engineers/architects. In 2016, a total of 5 professional
engineer and architect workshops were held in Taipei, Taichung, and Kaohsiung. A total of 201 engineers and architects

attended the workshops.
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& EFEg # Business Promotion

IR TH B EE) - MRREn & ORI E R E b - PR R CR b IR A - TREIF organized numerous promotional events to call for public’s attention on earthquake risk and disseminate

201 6fﬁﬂﬁ S (R L i o HEEE) knowledge about residential earthquake insurance.

(—) HEFEZET - Fi - ElE R EZRRENSR TP GO 2 « KR - HiEE A TREIF’s promotional activities in 2016 include:
HMM{E’@J sl A 2 PG SSGREHE S WE R EEARE - HEBERARECE (1) To enhance teachers’ and students’ knowledge on earthquake disaster reduction and to further promote the resi-
&R FUA AR - WETEREEE AR E RN EECR T S B S S 2 dential earthquake insurance, TREIF sponsored and co-organized with Chiayi City, Hsinchu City, Keelung City,
s E AR - RS AR Z S5 P G2 HEESHE B 500 38 4 AR B i 1 55 5L and Taitung County activities such as art and literature contest, exhibition tour, advocacy speeches, and fun quiz
HER » 244 ~ #75,0008E2710 with prizes activity. Teachers used the provided materials to explain the concept of earthquake disaster reduction

(D) RiREERZ BAREEEL T MR K FE - FEILEEMEN KBS - I RS and the residential earthquake insurance to the students before playing the quiz games to win prize activity.
ELEN e AL K BB EIR Y - AESEE T A AR EYIEE G T 2016F E To further increase the awareness of the Insurance, the chairman of TREIF promoted the Insurance in the pre-
PR 2 2 RIMEN AR, - fREER 2B I MEHFEE - ZEENREA] face of the activity-yearbook and his speeches addressing at the award ceremonies. Brochures of the insurance
SREE R N M E (b I R H 2 FHREE A - were distributed at the award ceremonies. Those contests were attended by 5,000 classes from 244 schools.

(=) PosEE s AFHEMES - L4158 - 20 A%6.857 A (2) To help students in rural areas understand the impact of earthquake and plant the concept of earthquake dis-

(PY) % FH o 55 S A B LA S 5 S A SO RO R BRI - s 3 Al SO R i A A8 TS aster reduction in their minds, TREIF continued to sponsor and co-organize the “Earthquake Disaster Reduc-
g DRSS AR ZELE RV S - WIEER & AR A R b 2 LA - tion Field Trip for Students in Rural Area” in 2016 with the National Museum of Natural Science and subsidiz-

() AAEEREEZE YRR - REFEMERBEEME - EE5HEREH - ed these schools’ visits to the 921 Earthquake Museum, which features important information about the esta-

) REBEHRARTIE 206 IE " (et fRiaEEER | BEE - blishment of the residential earthquake insurance program.

(b)) REFRECHHEEERREERES - (3) TREIF organized 41 sessions of other promotional activities in lecture or activity booth format, benefiting 6,857

participants.

(4) TREIF utilized various online media advertisements and postings, such as Facebook, to disseminate messages
quickly. To increase the exposure of the insurance and enhance public’s correct knowledge about it, TREIF foc-
used on Facebook postings and conducting online quizzes with prizes.

(5) TREIF set up an residential earthquake insurance webpage in National Fire Agency’s “Taiwan Earthquake Drill —
COME Website” to promote the insurance

(6) TREIF posted the “Progress of Residential Earthquake Insurance Claim Settlements for the 0206 Meinong
Earthquake” on national newspapers.

(7) TREIF broadcasted advertisements to promote the Insurance on the radio.
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B Information Operation

@ Feasibility Study on Integrating TREIF’s Geographic Information System (GIS) with Taiwan
Geospatial One Stop (TGOS) and Other Application Services

In an effort to ensure GIS contains accurate image data, TREIF studied the feasibility of adopting Ministry of the
Interior's TGOS, Ministry of Economic Affairs’ Central Geological Survey Geology Cloud or image databases developed
by other government units. Since the feasibility study indicated a positive result and based on the claim settlement ex-
perience from the Meinong Earthquake, TREIF decided to further develop and improve our GIS by integrating data from

TGOS and other application services.
@ Disaster Recovery Mechanism System and Simulation Drills

To ensure the security of TREIF database and the information system, in 2007 TREIF established a disaster
recovery system, building a foundation for sustainable operation while preventing business disruption due to an equip-
ment malfunction or natural disaster. The recovery system is located in Lungtan, Taoyuan County (Acer Aspire Park). In
the initial stage, the scope of the recovery covers domain controller servers, primary database servers, email server, file
server and web site server. Moreover, as part of an effort to strengthen the comprehensiveness of the disaster recovery
system, TREIF completed the building of a recovery system for double insurance verification platform and the Host-to-
Host System for its disaster recovery platform in December, 2009 and December 2010, respectively.

Every year, TREIF conducts two disaster recovery system simulation drills to ensure system transitions to disas-
ter recovery system can be done smoothly in case that computer equipment are damaged when an earthquake hits. In

2016, these drills were conducted in April and October.
@ Vulnerability Assessment

TREIF conducts a vulnerability assessment every year. The purpose of vulnerability assessment is to identify se-
curity vulnerabilities and malwares in the computer system so that weakness can be fixed and the security of the entire

network and system can be strengthened.
@ Cyber Attack Drill

To enhance the ability to defend against and properly respond to cyber attack, TREIF developed and executed
a cyber attack drill, carrying out emergency measures and reporting procedures in a rehearsal under a simulated sce-
nario, to ensure the ability to quickly recover the system in case of system hacking.

On December 19, 2016, TREIF conducted a cyber-attack drill in sand-table exercise approach, simulating the
situation in which the homepage of TREIF’s website was hacked and sabotaged thus triggering the implementation of
emergency response measures and reporting procedures.
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B Organizing the 10th Natural Catastrophe Risks Conference

TREIF organized “the 10th Natural Catastrophe Risks Conference” on November 15, 2016. Many international
and domestic experts and scholars were invited to give catastrophe related speeches, providing valuable information
on expanding risk management capability. More than 120 guests participated in the Conference including: represen-
tatives from the competent authority, senior management of insurance and reinsurance companies, and colleagues,
scholars, and researchers.

The theme for this year’s Conference was “Development and Challenges of Catastrophe Modeling — Reflec-
tion on the Meinong Earthquake”. The topics of the presentations included: “The Development Trend of the Innovative
Financial Tools for International Catastrophe Risks Transfer”, “The Development and Best Application of Catastrophe
Modeling”, and “Loss Assessment and Mechanism of Catastrophe Modeling — Based on the Meinong Earthquake Ex-
perience”. Through the Conference, TREIF hoped to enhance the insurance companies’ and our staff's understanding
on catastrophe risk management and the latest development trend of the earthquake insurance models and to facilitate

insurance risk management in the future.
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H Revenue

In 2016, the reinsurance premium revenue totaled NTD3.667 billion, up by 3.86% when compared to last year’s
NTD3.531 billion mainly because of our persistent effort in researching for ways to raise take up rate combined with
successful business promotion campaigns that generated good business results and led to a higher number of policy
in-force than expected. In addition, interest income increased as various reserves accumulated, and the NTD165 million
paid as claims for the Meinong Earthquake have been recovered and listed as other revenue. In summary, the total
revenue of TREIF for 2016 amounted to NTD4.223 billion, up by 8.84% from previous year.

Annual Revenue 2012-2016 Unit: NTD1,000

Reinsurance

Premiums 3,206,389 3,332,002 3,442,911 3,531,024 3,667,243
Revenue
ILETEES 237,309 272,271 320,408 344,710 386,674
Revenue
Ciiei 4,915 5,188 5,156 4,445 169,164
Revenue
Total 3,448,613 3,609,461 3,768,475 3,880,179 4,223,081
Growth Rate 2.08% 4.66% 4.41% 2.96% 8.84%

B Accumulation of Various Reserves

TREIF shall set aside special reserve pursuant to the following provisions:

1. At the end of each year, TREIF shall set aside the balance of the total amount of pure premium received after de-
duction of premium allocated to the Pool, the costs in connection with spreading of risk on domestic, oversees re-
insurance or capital markets, net retained loss, net change in unearned premium reserve, net change in loss res-
erve, and interest paid for financing loans as special reserve.

2. At the end of each year, TREIF shall set aside the balance of the income from expense loading plus the sum of
various incomes excluding the financial income after deduction of operating costs and expenses as a special

reserve.
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As of the end of 2016, TREIF’s cumulative special reserve was NTD21.985 billion, net unearned premium
reserve was NTD1.320 billion, reserve against adjustment of premiums was NTD561 million, and credit risk reserve
was NTD293 million. Total reserves reached NTD24.159 billion, up by 11.05% in comparison to NTD21.754 billion
in 2015. The details of the accumulation of various reserves in recent years are recorded in the following charts:

@ Accumulation of Various Reserves Unit: NTDA 000

Special Reserve 13,906,218 15,721,028 17,629,590 19,715,519 21,984,954

Net Unearned

Premium Reserve 1,124,319 1,176,769 1,226,730 1,277,242 1,319,941
Reserve Adjustment 348,979 399,657 451,886 505,370 560,932
Credit Risk Reserve 155,145 188,930 223,749 255,708 292,750

Total 15,534,661 17,486,384 19,631,955 21,753,839 24,158,577
Growth Rate 13.16% 12.56% 11.70% 11.38% 11.05%

@ Accumulation of Various Reserves unit nTo1,000
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B BhESiEstE B Financing Plan
I R b B S R R TE I S R IR R R 2T TREIF forecasts its growth based on estimated annual revenue, expenditure and take-up rate, as well as
&~ fEl sy sdes] - B RIERS S K R RS changes in the risk spreading mechanism, cumulative reserves and relevant laws. TREIF prepares a financing plan in
) WL RARTTRER EVHE » I EEH] case when the cumulative reserves are insufficient to cover the claim payments by taking into account the financing
NYNERITE S EE H2  BETHEAEEESH methods in domestic and overseas financial markets.
JEE &R T ERG R IR E RS - When a major earthquake occurs, TREIF could calculate an estimated payable claims and possibly fund
shortfall through the Early Seismic Loss Estimation System in conjunction with other reasonable estimations and
—HREERME - tEAREESHIZEER formulate a financing plan to tackle the fund shortfall. If the payable claims can be managed by TREIF alone, TREIF will
HBIR AP AT e & HoA S B A (S 520 - R finance it by utilizing its cumulative funds, or seek bank credit. However, if the payable claims exceed the amount that
(R DR B B IR B Bk ] TREIF can manage, in order to protect the interests of the insured, TREIF may first request the competent authority and
U R BB TR SR R T = - ARSI the Ministry of Finance to jointly apply for Executive Yuan'’s approval, based on Insurance Act Article 138-1, then obtain
AR - R R R 5 2 R E S SEAIR necessary financial resource using National Treasury as a guarantor.

TEREFGHETEER » HE SR AEH
E RS L H BT - RRIEWOR b
NFERE - BV ERB RS 138- 1R E s T E %
B[R] B i T B e A% e % - FREB R R (4 W 2016.12.2 LGB NS R SS90 EHET

% DS B4 AKE - teFE R (BREERACEGE)
W 2016.12.2 CET PRI AR NIRRT SE S B S R R . (BREESERIIC. (b)) BURESRD) W 2016.12.2 LTI/ NVERHER I SE 3 B B L R B (BRE R (F—) BRI G
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RITERX 5,929,538 25.3% 3,885,353 14.9% (2,044,185)
HBAFES 4,370,630 18.7% 6,652,199 25.5% 2,281,569
LRES 8,820,591 37.7% 10,638,666 40.7% 1,818,075
ATMES 4,296,986 18.3% 4,940,887 18.9% 643,901
554 (ETF) 7,794 0.03% 0 0.00% (7,794)

st 23,425,539  100.00% 26,117,105  100.00% 2,691,566
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M Investment Management

The top concern of TREIF’s investment management is safety while keeping a good balance of liquidity and
profitability, as well as risk diversification to achieve optimal portfolio.

As of the end of 2016, TREIF’s total available funds reached NTD26.12 billion, increasing by NTD2.69 billion
when compared with the previous year. Total available fund was comprised of NTD3.89 billion in bank deposits,
NTD6.65 billion in government bonds, NTD10.64 billion in financial bonds, and the remaining NTD4.94 billion in

corporate bonds.

@ Investment Portfolio

Unit: NTD1,000

m“ Change in

Bank Deposits 5,929,538 25.3% 3,885,353 14.9% (2,044,185)
Government Bonds 4,370,630 18.7% 6,652,199 25.5% 2,281,569
Financial Bonds 8,820,591 37.7% 10,638,666 40.7% 1,818,075
Corporate Bonds 4,296,986 18.3% 4,940,887 18.9% 643,901
Securities(ETF) 7,794 0.03% 0 0.00% (7,794)
Total 23,425,539 100.00% 26,117,105  100.00% 2,691,566

© 2016 Investment Portfolio unit NTD1,000
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SEZITEP R T 119 K E B |

Participating in the “2016 119 Disaster Risk Reduction Advocacy Event” organized
by the Taipei City Fire Department.

D 0 T T 1 < W o7 St W S T B o

Holding a disaster risk reduction training program at designated communities in
Chiengin District of Kaohsiung City.

S BT C BT S EE TEED

Participating in the Disaster Risk Reduction Advocacy Event organized by New
Taipei City Government.

EhE IR T T E
Holding a business promotion event in Land Bank of Taiwan.

SHEH RPN " 2RSS KEF (KL 2 59%) HE , mH
Participating in the “National Defense Mobilization Exercise and Disaster Risk
Reduction and Relief Drill (Min-An 2™)” organized by Yilan County Government.

EMBk ESEEE I N ATt T E

Holding advocacy event at the Civil Affairs Office of Pingzhen District, Taoyuan
City.

sHEILTHHEYE ARk KEROEE | HE)

Participating in the Taipei-New Taipei-Keelung Disaster Risk Reduction and Relief
Drill organized by Taipei City Fire Department.



RE

2016/3/25

2016/3/25

2016/3/31

2016/4~7

2016/4/20~22

2016/4/25

2016/4/26

2016/4/27

2016/5/3

FEILTHARLZEAFTETEE

Holding advocacy event at the Civil Affairs Office of Daan District, Taipei City.
S2HEETHED R T AL S K EDROEE | 1S E)

Participating in the Taipei-New Taipei-Keelung-Taoyuan Disaster Risk Reduction
and Relief Drill organized by Keelung City Fire Department.

SERk TR (R RIS R G 2016 458 g8

Completing contract renewal of 2016 2nd layer excess of loss reinsurance.

EMBRE PG St @ T EE
Holding a disaster risk reduction training program at designated communities in
Taoyuan City.

SIS R TORER 2016 B s EEFEH.L ICRM) 6 EJEE
R

Attending the 7" International Symposium held by the Institute of Catastrophe Risk
Management (ICRM) at the Nanyang Technological University (NTU), Singapore.

BB TRt S it e £ 28 — U R

First Disaster System Recovery Drill for 2016.

EEEEIRITETEE

Holding a business promotion event in Bank of Taiwan.

EREEHE AN B 50 HAL@ &S

Conducting the 50th Qualified Adjuster Retraining Program in northern region.
ELFTAS St R HE 2 N RS EGE N ERIEETEE

Giving an advocacy speech at the public forum held in the Shinyangping
Community College’s Citizenship Week.

2016/5/3~4

2016/5/7

2016/5/14

2016/5/18

2016/5/19~20

2016/5/25

2016/5~11

2016/6~8
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EEEHE A B 58 43 HiILEFTH
Conducting the 43rd Qualified Adjuster Training Program in northern region.
ZELE AP R A @ik & K E A E )

Participating in the “Beitou District Community Disaster Risk Reduction Advocacy
Event” organized by the Taipei City Fire Department.

ShnEALrRE&E KA R E HEEE)
Participating in the “Pilot Run of the Disaster Risk Reduction Park & Education
Activities” in Neihu District, Taipei City.

HEEEA B 9 W&
Conducting the 9" Training Program for Stationed Personnel in northern region.

EEEHE A B 58 44 HILEFTH
Conducting the 44th Qualified Adjuster Training Program in northern region.

EtgaHE N E5 51 @&
Conducting the 51th Qualified Adjuster Retraining Program in southern region.

HEZEMBUSGH "V EEREE ) kTSR ERRRGRETER
TEARKE R |

Sponsoring and co-organizing “disaster risk reduction seminar” and “award
winning poster exhibition tour” with Chiayi City Government.

2

S HA SR RBUN BB I KB RE e T2
Participating in the Disaster Risk Reduction and Relief Program organized by
Chiayi County Government.
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2016/6/12~15

2016/6/15

2016/6/30

2016/7/3

2016/7/7~8

2016/7/14~15

2016/7/17~18

2016/7/22

2016/7/23

2016/8/5

2016/8/6
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SR FTIIER I 55 52 BEIFEREEE (11S) 8 - 2IkRimE
( Global Insurance Forum )

Attending the 52" International Insurance Society (IIS) annual meeting- “Global
Insurance Forum” held in Singapore.

ESEHE AN B 5 52 BRdL&E RN
Conducting the 52nd Qualified Adjuster Retraining Program in northern region.

SERT B EE (RIEEE A S O &4 2016 H55—TE G
Completing contract renewal of 2016 1st layer excess of loss reinsurance.

2 HE T EIEIT R T )
Participating in the community advocacy event in Wufeng District, Taichung City.

E8EHE AN B 45 HAR @
Conducting the 45th Qualified Adjuster Training Program in southern region.

ESEHE AN B 5 46 B &
Conducting the 46th Qualified Adjuster Training Program in central region.

SHEETE 2R e ETEE
Participating in the “Fire Rescue Summer Camp” organized by the Keelung City
Fire Department.

EH8EHE AN B 53 HAFRE &S
Conducting the 53rd Qualified Adjuster Retraining Program in central region.

L' LA/ 5 | RS 2 &

Conducting workshop for civil engineers, structural engineers, and geotechnical
engineers in northern region.

EEANBE 7 HALEE
Conducting the 7" Retraining Program for Stationed Personnel in northern region.

ol B ) 5 KBRS E

Conducting workshop for civil engineers, structural engineers, and geotechnical
engineers in central region.

2016/8/11~12

2016/8/19

2016/8/24

2016/8/27

2016/9~11

2016/9~11

2016/9~12

2016/9~12

2016/9/8

2016/9/9

2016/9/10

2016/9/10
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EREHE N B 47 @
Conducting the 47th Qualified Adjuster Training Program in central region.

EHEEHE N B 54 B @R
Conducting the 54th Qualified Adjuster Retraining Program in central region.

HEEE B 8 I E &R
Conducting the 8" Retraining Program for Stationed Personnel in central region.

R B/ FEE | RS AR

Conducting workshop for civil engineers, structural engineers, and geotechnical
engineers in southern region.

B TTTHBUS SRR KRB EEE L B | E AR 4 #8 | t1E
s HLE
Sponsoring and co-organizing “Calligraphy, Poster, Imitation of 4-Panel Comic,

and Micro-Movie Contest” with Hsinchu City Government to advocate earthquake
disaster risk reduction.

EREE T BUR G tEDG SGaE | U8 E | 155, [ IR0

Sponsoring and co-organizing “Painting, 4-Panel Comic, Slogan, and Sign Design
Contest” with Keelung City Government to advocate earthquake disaster risk
reduction.

HERRBGGIREN SAEEERSE | SEHE RS LE
Sponsoring and co-organizing “Painting and Calligraphy Contest” and “Fun Quiz
with Prize” with Taitung County Government to advocate earthquake disaster risk
reduction.

BRI 2E 921 HIEHEBEE
Subsidizing schools in rural areas to visit the 921 Earthquake Museum.

R FCEYI R E T A FETEE

Holding a business promotion event at Taichung Branch of Cathay Century
Insurance.

EREHE N B 55 @ &3l

Conducting the 55th Qualified Adjuster Retraining Program in southern region.

SHEIHAM &L EFEEETEE
Participating in Neihu District's community music concert to advocate earthquake
disaster risk reduction.

st ED KRGS EEETEE
Participating in Beitou District’s Mid-Autumn Festival Event to advocate
earthquake disaster risk reduction.
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2016/9/19

2016/9/21

2016/9/22

2016/9/23

2016/9/24

2016/9/30

2016/10/1
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ZEHRRETEY D TERVEE ) EEEE)
Participating in the advocacy event of National Disaster Prevention Day organized
by Yilan County Government.

HEITERE K R IGES T 585
Participating in “Pilot Run of the Disaster Risk Reduction Park & Education
Activities” in Xinyi District, Taipei City.

R ERER D ERAFETESR
Holding business promotion event in Central Reinsurance Corporation.
SE IS E "B GRS 5B |

k

Participating in “Pilot Run of the Disaster Risk Reduction Park & Education
Activities” in Wenshan District, Taipei City.

2EEITHR " B%KH ) BEEEE)
Participating in the advocacy event of National Disaster Prevention Day organized
by Taipei City Fire Department.

B A T L TR B IR O — TR

Conducting claim settlement simulation drill - scenario 1.
G SR RTI R

Conducting workshop for architects in southern region.

2016/10/7

2016/10/7~18

2016/10/11~14

2016/10/11

2016/10/16

2016/10/21

2016/10/22

2016/10/7

2016/11/2~3

2016/11/4
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zHEI T REEFRIRGSEIETEE
Participating in Xinyi District’s health service event to advocate earthquake
disaster risk reduction.

B R P AR B R 5 IR Dl — T AR
Conducting claim settlement simulation drill - scenario 2.

SN EFTER I 5 28 JER nn frba &
Attending the 28th EAST ASIAN INSURANCE CONGRESS (EAIC) annual
meeting held in Macau.

EREEHE AN BZE 56 HAL@EES
Conducting the 56th Qualified Adjuster Retraining Program in northern region.
2 B2 BH R E R & B e T EE

Participating in the joint fair organized by the national consumer protection
organizations to advocate earthquake disaster risk reduction.

(e sl P HEC I (B St AN ik Y S A e
Participating in the demonstration course at the Chiayi City Disaster Reduction
Counselors’ Base to advocate earthquake disaster reduction.

2HEZ]tHERE FFORENES LREERFEEY | £TEE
Participating in the “Caring for Your Neighbors and Charity Fundraising Fair” in
Xinyi District, Taipei City to advocate earthquake disaster risk reduction.

R MR T S i B — B AR
Second Disaster System Recovery Drill for 2016.

E8EHE AN B 48 HAJL@ T
Conducting the 48th Qualified Adjuster Training Program in northern region.

BRI BRI (ESE
Conducting vulnerability assessment.

'R
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2016/11/5

2016/11/15

2016/11/25

2016/11/29

2016/11/30

2016/12/3

2016/12/20

2016/12/19

2016/12/31

2HEEMEEEHEZAE 2016 £ T ERTHEAER MAESRRITZ
EiE R R B E
Participating in the "2016 Safety Driving and Living & Micro-Insurance for the

Vulnerable Elderly” Charity Picnic Fair organized by the Financial Supervisory
Commission.

BT R K R b
Organizing the 10th Natural Catastrophe Risks Conference-2016.

et&EHE A 258 57 HJL@ &
Conducting the 57th Qualified Adjuster Retraining Program in northern region.

SERAE St ER R R S ERCR B E = kB P& (TGOS) B
LA AR < AT PR

Completing the feasibility study on integrating the TREIF’'s Geographic Information
System with Taiwan Geospatial One Stop (TGOS) and other application services.

BRI bR BB R - e o AR g
Conducting claim settlement simulation drill — review meeting and award
ceremony.

e A / #5fE | RS

Conducting workshop for civil engineers, structural engineers, and geotechnical
engineers in northern region.

PN ER BN K EGRIAE - SHEHEEN R R AL
g

Visiting Tainan City Disaster Risk Reduction and Rescue Office, Kaohsiung City
Fire Department, and Kaohsiung Architects Association.

BRI AR REE R
Conducting a cyber attack drill.

SEREE R REB I ARG K 2017 FAE

Completing the 2017 Residential Earthquake Insurance Co-insurance contract
renewals.
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AERHE - HERNBEERZEERBEREE
ST - BEHERERBRIASHZEH /)
BHERBTENRESRER -

The art works, featured in the front and back
covers and inside pages of this annual report,
were selected from the award winning pieces of
Earthquake Education Art and Culture Contests for
Elementary and Junior High School students, which
were co-organized by TREIF and Governments of
Hsinchu City, Keelung City, and Taitung County.
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