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Weather risk is defined as the risk of daily climate changes
(e.g. temperature, precipitation, wind speed), resulting in lower
revenues and/or increased costs
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Types of Weather Risks

A Weather risk is volume risk
Energy demand for heating/cooling depends on weather parameters

Strong dependency between wind speed/stream flow and wind/hydro
power generation

High correlation of retail sales volumes/event attendance with weather
events

Revenue = Price * Volume

A Weather can also be price risk

I Energy prices in liberalised markets depend on weather conditions (e.g.
wholesale prices driven by precipitation in Nordic/Alpine region,
temperatures in Europe)
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History of Weather Risk Market

A A weather derivative is a bilateral contract which derives its value
from an underlying climatic variable, such as

I Temperature
I Precipitation, snowfall
I Wind speed, river levels, ...

A Weather hedging began in the US energy industry in 1997

A Standardized temperature contracts trade on CME (including 9
European cities) and among professional traders

/A WeatherBill is the first automated platform R

I Customize, price and buy in minutes
I Available to businesses large and small

\_ I Partnerships with insurances and financial providers
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Weat her Bi | | CovVver awge

ALkel nsurance ¢

I Pay a premium to protect against weather risk

I Work with existing insurance or financial providers
A Unlikel nsurance &

I Payout based on weather i no underwriting or loss requirement

i Coverage can be customized in minutes online or by phone

A Automated 3-day settlement
A Based on daily weather data feeds

A No proof of loss, no uncertainty, no claims process
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View Historical Payout Before Buying

Choose Payment

Terms Pay me | USD Ly: far every day when the precipitation
level iz above 0.5 inches | |
Linches 58] < 1. Coverage

Only start paying me after (0 rainy days, and pay me a maximum

atnount of (25,000.00 |

$4,531.67

In an average year, yau can expect Rainy Days to ke between 0.0 days G 2 Ave rag e Weath er

and 0.5 days during this contract period.

Histerical Payouts Year Payout Year Payout
What this contract wouid
2007 J25 000 1502 F0

Fave pald oot [n previons
years 2006 F0 1991 F25,000

2005 30 1990 30 ] ]
2004 30 1989 30 <«——— 3. Historical PayOUtS
2003 30 1988 30
2002 30 1987 30
2001 30 1986 30
2000 25000 |1985 $25,000

1999 F0 1984 0 f \
1998 30 1983 30 Weather derivative pricing tended to be opaque
1997 30 1982 30 and often preset coverage options were
1996 $25000 | 1984 30 determined by the seller

1995 F0 1980 F0

Weat herBill s pricing
and enables customers to adjust parameters
to create the desired coverage and payout )

1994 0 1979 F0

1993 30 1978 F0
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Customize & Quote in Minutes

Aot o coimmotinacbost  [naneon ] 1. Type of Weather : rain,
drought |, heat |,

sits your needs

Description
A Rainy Day Contract will pay you & specified amournt for every day that the

precipitation level iz above a specified threshald.

Choose Dates of

Coverage |07 mams |to [o7mdm0a |including|weekendsandweekdaysQa 2_ Coverage PeriOd : by hour’
(1 day)
day, weekend,

Select Location
{please read disclaimen UsA

3. Location : Measurement

| | | find weather station

ar | hA - Boston Logan Intl AP l3.§|@ Statlons W0r|dWIde

Choose Payment

Terms 70 N 55 M 4. Amount of Coverage
levelis sbove [0.25 | m inches 6_ - T
Only start paying me after rainy days, and pay me a maximum $1 to $1OO m I I I I 0 n +

atmourt of D 000 .00

(Specify weather triggers,

deductibles, maximums)
\

Weather derivates tended to offer no flexibility and could have been
too costly and cumbersome to be useful for many businesses

WeatherBill uses a technology platform to enable businesses to
customize coverage to meet their specific weather risk needs
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What About Your Business?

Events ‘ (. Construction

Agriculture

Food & Beverage Manufacturing
Leisure

3
» '
TraYel 0 lm Ei Transportation
Tourism Entertainment

Retalil Municipalities

Wholesale Waste Management
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Financials are Weather Sensitive

@ ) 4 N

N Ov eweathel impact on ASoft reorder
operating profit was £44 million U.S. was weather-related"

adverse versus the previous yearo
S N . . K2 Inc.
e British Gas Residential

=Ko’ N y

N4 J
4 )

AWhen the temperature in Britain ARnSevere winter

rises by 3°C, daily beer impact estimated to be
consumption increases by 10%0 per dil u

$0. 06
Q. A .
) UK met office study ,, FedEx Corp
- J \_ /

UK meteorological research institutes estimate that more
than 80% of all economic activities are weather-dependent.

J
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What is Weather Coverage for?

Get paid for rain during harvest to stabilize income

Protect events from rain before and during games

Get paid for above average snowfall to control costs

Grow sales with weather guarantees & promotions
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Example: Heating Cost Stabilisation

Heating Degree Days (HDD = max(0, 18°C - T,,,) are quantitative indices designed
to reflect the demand for energy needed to heat a home or business.

2600 ~

Sum of seasonal HDD,

] October-March, Nottingham
/\/\/\ colder
/\/\ N\ Syr average

/]

warmer
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Historical Payouts
What this contract would have paid in

A Client : industrial/corporate previous yearsé
A Weather : cold winter season Year | Payout | Year | Payout
(index: sum Of HDD) 2007 £880 1992 £20,907
2006 £0 1991 £12,311
A Coverage Period : Oct 08 i Mar 09 2005 | £11,821 | 1990 | £16,446
2004 £1,790 1989 £0
A Location : Nottingham Weather Centre 2003 | £8051 | 1983 | £410
2002 £8,541 1987 £13,391
A Amount of Coverage : client will be paid 2001 | 0 | 1086 | £28,607
£100 per HDD above 2060 up to a 2000 | £22122 | 1985 | £41,088
maX|mum Of £50,000 1999 £695 1984 £31,232
1998 £7,706 1983 £24,097
1997 £0 1982 £18,726
A Cost: £4,720 1996 | £12,681 | 1981 | £40,003
1995 £25,822 1980 £18,341
1994 £1,175 1979 £20,287
1993 £24,752 1978 £41,243
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Case Study: Ski Resort

A Company : Ski Area
A Weather: Low snow

A Coverage Period : Dec 1sti Mar 31st

AWe sold mor ¢
preseason passes this
year than in the past

t wo year so

A Location : Flagstaff, AZ

A Coverage : Weekend events and

uaranteed season passes
9 P - Wendell Johnson

Resort Owner

Result: Pre-season sales up 60-75%
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Case Study: Event Protection

Event: PGA Golf Tournament

Weather : too much rain

Coverage Period : Sept 14t | 16t @B wan morors

Location : Hickory, NC AThe rain didn
like rain. It sounded like

Amount of Coverage : tournament 6ccahi ngo! o

will be paid after % inch of rain Pete Fisch
Tournament Manager

Result: Hi ckory was paid after 30
of rain fell on a single day
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Sunshine
Guaranteed

ASunshine Gua
vacation packages make
travel a valuable and
budget-f r i endl vy e

- Brett Keller, CMO
Priceline.com
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