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DISCLAIMER

This summary is intended to facilitate the reading and use of
the Court of Auditors’ report.

Only the report is binding on the Court of Auditors.

The responses from the relevant government departments, agencies and
local authorities are included in the annex to the report.
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Introduction

Climate change is causing a gradual increase in the frequency of extreme
weather events (floods, inundations, droughts, cyclonic winds), which are
themselves becoming more intense. As a result, damage to property and people
is rising sharply. This report focuses on the natural disaster compensation
scheme, known as Cat-Nat, which excludes the specific areas of crop insurance
for farmers and insurance against damage to infrastructure networks (roads,
railways, energy networks, nuclear power stations, etc.).

The Cat-Nat scheme, established in France in 1982 to compensate for the lack
of cover for certain natural phenomena of exceptional intensity, is thus under
significant strain. For example, the drought of 2022 cost nearly €3.5 billion
under the natural disasters scheme for all parties concerned (policyholders,
insurers, reinsurers).

This specific scheme, which differs from crop insurance for farmers and
insurance against damage to infrastructure networks, takes the form of a
compulsory extension of cover for standard personal and commercial property
and casualty insurance policies (comprehensive home insurance’- MRH — and
comprehensive business insurance — MRP, motor insurance). The risks covered
are natural phenomena of abnormal intensity that are uninsurable by private
insurers. In practice, this mainly concerns floods — caused by runoff, overflow or
submersion —, drought — which causes ground movement due to the swelling
and shrinkage of clay (RGA)?>— as well as cyclonic winds in overseas territories.
However, damage caused by natural phenomena, even of exceptional intensity,
such as non-cyclonic winds (storms, tornadoes), hail, snow or fires (lightning,
forest fires) does not fall under the Cat-Nat scheme as they are, at this stage,
largely covered by the property and casualty insurance policies offered by
insurers.

1 Home insurance is compulsory for rentals (except holiday rentals) and for owners of flats in a
block of flats. It is, however, optional for owners of detached houses. 2 RGA is a natural
phenomenon linked to variations in the water content of clay soils. In dry periods, these soils
shrink, whilst in wet periods, they swell. This process can cause significant damage to buildings,
including cracks and structural defects. Such damage is particularly common in areas with high
clay content, especially for detached houses. Indeed, as these are lighter than apartment
blocks, they have shallower foundations, making them more vulnerable. See ‘Clay soils and
natural disasters’, Court of Auditors, submission to the National Assembly’s Committee on the
Evaluation and

National Assembly, February 2022.
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Introduction

This unique scheme, which guarantees policyholders rapid compensation, is
nevertheless facing pressures due to the growing effects of climate change. This
situation calls for strengthened preventive measures and greater accountability
from all stakeholders to ensure the sustainability of this scheme, without
placing a burden on public finances.



An innovative public-private
hybrid scheme, undeniably
effective but facing certain
local challenges

Established over forty years ago in
France, the Cat-Nat scheme, based on
an innovative public-private
partnership, has proved effective both
financially  and in terms  of
compensating policyholders for the
damage they have suffered.

It relies on a key player, the Caisse
Centrale de Réassurance (CCR), a
public reinsurer established in 1946.
Although optional, the reinsurance
offered by the CCR accounts for 94%
of the market share among insurers.
This

reinsurance provided by the CCR is
particularly attractive, as it covers half
of the claims (50% share) and all
claims retained by the insurer above a
certain threshold. The CCR also
benefits from an unlimited State
guarantee, which is triggered when
the claims borne by the public
reinsurer exceed 90% of its reserves
and in return for which the reinsurer
pays 10.8% of the premiums it collects
to the State.

Diagram of the CCR’s reinsurance
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A unique public-private hybrid scheme,
undeniably effective but facing

certain local tensions
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The scheme is based on the
exceptional nature of natural
phenomena, determined on the basis
of a technical assessment of their
intensity. Events must be infrequent
in terms of their intensity, with an
average period between two
occurrences — or return period — of
ten years or more. It is on the basis of
such meteorological analyses that an
interministerial commission decides to
recognise a state of natural disaster in
one or more municipalities. This
administrative  recognition is a
prerequisite for the compensation of
policyholders under the Cat-Nat
scheme. Following the recognition of
the state of natural disaster, the
policyholder has 30 days to report the
claim to their insurer, whilst retaining an
excess to be borne by them. Within two
months of this claim, the insurer must
have offered compensation or repair in
kind, where applicable based on an
expert’s report. Once the insured party
has given their consent, the insurer has
21 days to pay the compensation (or
one month to commission the repair
company).

The Cat-Nat scheme is funded by a
compulsory  surcharge paid by
policyholders and based on the
premiums for non-life insurance
offered by insurers (a 9% surcharge
for motor insurance® and

20% for other types of insurance —
notably home insurance). Since the
scheme’s inception, 3.6 million claims
have been settled, totalling over €50
billion (excluding motor insurance).

Unparalleled in other countries, this
hybrid public-private scheme
combines an insurance-based
approach with a solidarity-based
approach. The insurance-based
approach is founded on risk pooling:
given identical exposure to natural
risks, those who do not suffer a loss
finance the compensation of those
who do, based on a price set in
reference to the market insurance
offer® across the country. The principle
of solidarity is implemented through
two features independent of exposure
to natural risks: the compulsory
nature of the extension of cover under
property and casualty insurance, and
the uniformity of the surcharge rate
across the whole country, which limits
geographical inequalities. For
individuals, the cost of the scheme
remains manageable, even though the
67% increase, as oflJanuary 2025, in
the surcharge that funds it is expected
to raise the average cost from €25 to
around €40 per year. For example, the
CCR estimates that, in the absence of
such a scheme, the cost of Cat-Nat
insurance in the French West Indies
would be ten times higher.

3 The surcharge rate for motor insurance policies amounts to 9% of theft and fire premiums
(or, failing that, 0.75% of the damage premium). For the year 2024, these premiums amount to
€149 million, representing 7% of the scheme’s premiums (source: CCR, Natural Disasters in

France, 1982—-2024 Review, June 2025).

4 The bases for the surcharge, i.e. home contents, home building and motor insurance premiums,

are
set freely by insurers.



An original public-private hybrid
scheme, undeniably effective but

facing

Thanks to this structure, the Cat-Nat
cover rate matches that of home and
business insurance, at 100% for
businesses and 97% for homes in
mainland France, although these rates
are significantly lower in overseas
territories.

To date, the scheme has proved
financially sound, requiring the State
guarantee only once, to the tune of
several hundred million euros in the
wake of the Lothar and Martin storms
of 1999.

Initial findings from the Insurability
Observatory, established by the CCR
in late 2024, show that nearly 98% of
municipalities in mainland France
show no signs of strain in the home
insurance market, although

certaln local tensions

of insurer attrition are beginning to
emerge in certain exposed areas and

the presence of insurers appears
significantly more fragile in the
overseas territories. In order to
promote transparent and reliable

information on insurability across the
whole territory, the Court recommends
ensuring the annual publication of the
Insurability Observatory’s report on the
territory’s insurance coverage against
natural risks by enshrining this principle
in regulations and specifying coverage
across the entire territory, by risk type
and at the sub-municipal level. Average
premium rates could also be included
in the report, at a geographical level
appropriate to the issues of business
confidentiality and competition.
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scheme, undeniably effective but facing
certain local tensions

Summary of the Court of Auditors’ Thematic Public Report

10

Insurability risks attributable to exposure to natural disasters in 2022
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Overview of insurance coverage for detached houses exposed to
natural risks

@ Municipalities not studied

@ Normal situation: satisfactory number and concentration of insurers in
the municipality and, more specifically, in its risk zone
abnormal number or concentration of insurers in
the municipality or its risk zone, without suggesting any difficulties in
obtaining cover
highly abnormal number or concentration of insurers in
the municipality or its risk zone, suggesting a more limited choice without
o posing a problem of insurability

Severe strain: a highly abnormal number or concentration of insurers in
the municipality or its risk zone, where the withdrawal of operators could
K jeopardise the insurability of the zone j

Source: CCR, Insurability Observatory, 2025 report based on 2022 data Note:
this map concerns the insurability of private property in the territories in
question.

Furthermore, in order to limit or curb  little-known and under-used, could be
the withdrawal of insurers, referral to  facilitated through digital access.

the Central Rating Office (BCT)> — a

largely

5 The Central Rating Office (BCT) for ‘natural disasters’ is an administrative authority to which a
natural or legal person may refer a case if an insurance company refuses to cover them due to the
significant risk of natural disaster to which they would be exposed. Where the referral is admissible,
the BCT requires the insurance company concerned to insure the applicant against the effects of
natural disasters (Article L. 125-6 of the Insurance Code). In the event of a refusal to provide
cover, the company may have its administrative authorisation to operate withdrawn.



A scheme whose financial
sustainability 1s undermined by
the effects of climate change

Climate change, however, threatens
this balance® . In particular, damage
caused by drought, and by extension
RGA, has averaged €1.35 billion per
year over the last five vyears,
compared with an average of €700
million per year since this risk was
included in the scheme in 1989. This
trend has led to a depletion

Cat-Nat claims (excluding motor insurance) from 1982 to 2024 (discounted to 2024 € million)

of the CCR’s reserves, implying an
increasingly high risk of the State
guarantee being called upon in the
event of significant claims. It was on
the basis of this observation that the
decision was taken to significantly
increase the surcharge rate as
ofJanuary 2025 (from 12% to 20%
excluding motor insurance, and from
6% to 9% for motor insurance).
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6 Court of Auditors, The Ecological Transition, thematic public report, September 2025.
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A scheme whose financial sustainability 1s
undermined by the effects of climate change
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Looking ahead to 2050, the CCR also
estimates, with the assistance of
Météo-France, that the cost of claims
under the scheme could rise by
between 47% and 85%, depending on
the global warming scenarios
considered. Based on these
projections to 2050 and as part of its
prudential  obligations, the CCR
conducts stress tests under several
adverse scenarios. Their conclusions,
which incorporate the effects of the
increase in the surcharge in 2025,
reflect the CCR’s ability to withstand a
forty-year shock — that is, one whose
intensity occurs on average every
forty years — without calling on the
State guarantee. These scenarios are,
however, based on certain
assumptions that remain optimistic
(premium trends following those of
Cat-Nat claims, the absence of major
shocks over several consecutive years
that would erode reserves, a climate
scenario up to 2050

which remains optimistic in light of
recent trends). Under less favourable
but realistic assumptions (slower
premium growth, peaks in claims over
several successive years, etc.), the
consequences of which have been
simulated by the Court, it appears, on
the contrary, plausible that the State
guarantee would be called upon on a
regular basis in the medium term, at
around €1 billion per year if necessary.
Two recommendations arise from
these analyses. On the one hand, the
CCR should organise a review, at least
every five years, of the desirable rate
of change in the surcharge based on
up-to-date climate and financial
analyses, with the possibility of
exceptional emergency reviews in the
event of a sudden financial
deterioration in the scheme. Secondly,
it would be desirable for the CCR to
incorporate a broader range of
scenarios, including less optimistic
assumptions, in its forthcoming
prudential stress tests.



Strengthening prevention
measures and increasing the

accountability

of all stakeholders

are essential to the scheme’s

sustamability

Alongside parametric
adjustments—such as increasing
the premium surcharge—
designed to absorb and share
the cost of a given level of
claims, prevention is a crucial
lever for easing the financial
burden on the Cat-Nat scheme
by reducing the scale of claims
resulting from a given natural
phenomenon. Prevention can take
several forms.

It relies first and foremost on clear
information on past, present and
future risks at a detailed geographical
level, accessible to all stakeholders

(individuals, businesses, public
authorities, etc.). The information
provided by the Géorisques

website, although improved in
recent times and accessible to
all, remains static and does not
show the future evolution of
risks, particularly those linked
to climate change. It would
therefore be useful to have, at
a detailed geographical level, a
prospective risk map for the
Cat-Nat scheme across the country —
that is to say, one that traces the
expected evolution of loss rates under
the influence of climate change, based
on the

reference warming trajectory used for
climate change adaptation (TRACC).
This mapping should be published on
Géorisques and included in the
mandatory documentation for every
property transaction (purchase,
rental).

Adapting planning regulations to
changing climate risks is another
key component of risk prevention.
Natural risk prevention plans (PPRs)
are prevention tools drawn up by
the prefect in consultation with
local authorities, which regulate
construction and prohibit
projects in certain high-risk areas.
Appended to the local wurban
planning scheme, they take
precedence over it, before being
officially incorporated by decision of
the local authorities. However,

PPRs do not cover the entire
territory. Only 74% of the
population living in a potentially

flood-prone area was covered by a
‘flood PPR’ in 2023 in mainland
France. Furthermore, a large
proportion of PPRs are obsolete:
more than half of the
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The development of prevention measures, as
well as greater accountability on the part of all
stakeholders, are essential to the sustainability
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of the

“flood PPRs” were drawn up over 10
years ago. It therefore appears
necessary to produce PPRs for all
exposed areas and to update them
systematically following the
occurrence of a natural disaster,
incorporating the climate trajectory of
the TRACC, broken down at the local
level.

More resilient restoration is also a key
priority. Funding for an assessment
and part of the work required to make
the property more resilient is
provided — in the Landes and Pas-de-
Calais regions — through the MIRAPI
(Better Reconstruction after
Flooding) pilot scheme, which funds,
on the one hand, a vulnerability
assessment, and, on the other hand,
adaptation works, through a grant
covering up to 80% of the cost of the
works undertaken. Funded by the
Major Natural Risks Prevention Fund
(known as the ‘Barnier’ Fund), the
scheme would benefit from being
evaluated and, where appropriate,
expanded subject to co-financing by
insurers.

However, the adoption of prevention
rules and behaviours can only be
effectively achieved if moral hazard —
that is, a relaxation of prevention and
risk aversion due to the certainty of
being insured — is limited and all
stakeholders are held accountable.

Finally, a key challenge for the
financial sustainability of the scheme
lies in the ability to ensure that the
stability and rigour of the criteria are
upheld

on which the recognition of a natural
disaster status is based. This
recognition has a symbolic dimension
and is the subject of sometimes
disproportionate expectations on the
part of the public and local
authorities. In some cases, this leads
to political authorities intervening in
the investigation process, to the
detriment of the objectivity of the
compensation criteria.

However, one of the key
consequences of climate change is the
increased frequency of extreme
events. Some of these will therefore
gradually fall below the ten-year
eligibility threshold and will thus,
according to the technical criteria in
force, no longer be eligible for the
scheme.

This reduction in the scheme’s
outflow, which is crucial to its financial
sustainability, will only materialise if
the eligibility rules are adhered to,
based on independent technical
assessments and the smooth
functioning of the Interministerial
Commission for the Recognition of
Natural Disasters, free from political

pressure. This increased
independence could be Dbetter
ensured, on the one hand, through a
diversification of technical

meteorological opinions, and on the
other hand, by including qualified
independent experts on this
commission — which would require a
regulatory amendment. Furthermore,
the gradual removal of a growing
number of events from the scope of
the scheme must be prepared for and
widely supported.



The development of prevention measures, as
well as greater accountability on the part of all
stakeholders, 1s essential to the sustainability of

crucial that all
stakeholders (individuals,
professionals, local authorities,
insurers) are sufficiently informed
and prepared for such a
‘normalisation’ of events still
considered exceptional today.
Risks would then be covered
under the rules of ordinary
insurance law, with excesses that
might sometimes be lower, but
with no set time limits.
Furthermore, the interministerial
commission’s mandate should be
extended to include the
publication of a periodic review of
the types of claims, at a detailed
geographical level, that would fall
outside the scheme’s scope of
compensation. Similarly, this
review would specify the areas in
which

It is indeed

the scheme

claims, due to their increased
frequency, risk becoming uninsurable,
both under the Cat-Nat scheme and
on the open market. In these areas,
prevention plans should then adopt a
‘no-build’ principle.

In the absence of effective control
over the scheme’s scope and a parallel
tightening of planning regulations, the
growing costs resulting from climate
change will render the scheme
unsustainable and would be passed on
to the State through its guarantee. It is
the very sustainability of public
finances that the evolution of the Cat-
Nat scheme would then jeopardise, in
contradiction with the imperatives of
reducing the public deficit and debt
reduction.
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1. By 2026, enshrine in regulations
the annual publication of the report
by the Central Reinsurance Fund’s
Insurability Observatory, specifying
coverage across the entire territory,
by risk and at the sub-municipal level
(Ministry of the Economy, Finance
and Industrial, Energy and Digital
Sovereignty).

2.By the end of 2026, improve
information for policyholders and
digitise the procedure for appealing to
the Central Rating Office in cases of
insurance refusal (Ministry of the
Economy, Finance and Industrial,
Energy and Digital Sovereignty;
Ministry of Ecological Transition,
Biodiversity and International
Negotiations on  Climate and
Nature).

3. As part of the next risk assessment
exercise in 2026, expand the range
of stress tests, taking into account in
particular loss cycles, with periods of
high loss frequency over several
consecutive vyears, and a less
favourable trend in premiums
(Central Reinsurance Fund).

4. Organise, at intervals of no more
than five years, a review of the
desirable trend in the Cat-Nat
surcharge rate, based in particular
on technical work by the Central
Reinsurance Fund, with the
possibility of exceptional emergency
reviews in the event of a sudden
financial deviation in the scheme
(Ministry of the Economy, Finance
and Industrial, Energy and Digital
Sovereignty).

5.By the end of 2027, translate the
reference warming trajectory for
climate change adaptation into a
comprehensive, retrospective and
prospective mapping of Cat-Nat
scheme risks across the territory,
published on  Géorisques and
included in the mandatory
documentation for every property
transaction (purchase, rental)
(Ministry of the Economy, Finance
and Industrial, Energy and Digital
Sovereignty;, Ministry of Ecological
Transition, Biodiversity and
International Negotiations on
Climate and Nature).

6. By 2027, produce risk prevention
plans for all risk areas and update
them, where necessary, following
the occurrence of a natural disaster
(Ministry of the Interior, Ministry of the

Economy, Finance and Industrial,
Energy and Digital Sovereignty,
Ministry of Ecological Transition,

Biodiversity and International Climate
and Nature Negotiations).

7. By the end of 2026, evaluate the
‘Better Reconstruction after
Flooding” scheme and develop it
where necessary, with co-funding
from insurers (Ministry for Ecological
Transition, Biodiversity and
International Climate and Nature
Negotiations).

8. By the end of 2026, open up the
interministerial commission  for
recognising natural disasters to
several qualified experts and extend
its remit to include the publication of
a periodic review of the categories of
events no longer falling within the
scope of the Cat-Nat scheme
(Ministry of the Interior, Ministry of
the Economy, Finance and Industrial,
Energy and Digital Sovereignty).
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This summary and the full report
“Natural disaster insurance: a challenge
for financial sustainability”
are available on the Court of Auditors’ website:

www.ccomptes.fr

Court of Auditors

13, rue Cambon
75100 Paris Cedex 01
Tel.: 01 42 98 95 00
www.ccomptes.fr
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