
18 June 2021 

Manager 
Cyclone Reinsurance Pool Taskforce 
The Treasury 
Langton Crescent 
PARKES   ACT   2600 
Email: ReinsurancePool@treasury.gov.au 

Dear Sir/Madam 

REINSURANCE POOL FOR CYCLONES AND RELATED FLOOD DAMAGE 

The Insurance Council of Australia (the Insurance Council) appreciates the opportunity to respond to 
the Consultation Paper on the Reinsurance Pool for Cyclones and Related Flood Damage (the 
Consultation Paper).  The Insurance Council welcomed the Roundtable which the Cyclone 
Reinsurance Pool Taskforce (the Taskforce) hosted for insurers and the Insurance Council on 4 June 
(the Roundtable).   

Given the complex challenges in designing a reinsurance pool which successfully improves the 
accessibility and affordability of insurance for households, small businesses, and strata in cyclone 
prone areas, the Insurance Council and its members are keen to begin working through the issues with 
the Taskforce and other stakeholders as soon as possible.   

The need to work through the issues 
The Insurance Council has created a Working Group to specifically focus on design and operation of 
the Cyclone Reinsurance Pool.  Through this dedicated Working Group, we have developed responses 
to the questions posed in the Consultation Paper and the outcomes reached so far are set out in the 
Attachment to this submission.   

However, as recognised at the Roundtable, several key design issues such as the setting of 
reinsurance premium rates and the amount of risk to be ceded to the Pool, will be largely dependent 
on the results from financial modelling options for the Pool’s operation.  Consequently, for several 
consultation questions, we’ve indicated in the Attachment the issues which need to be considered 
when reaching a decision on the design feature concerned.  The Insurance Council looks forward to 
being able to discuss these matters further with the Taskforce as its thinking develops. 

The Insurance Council and its members respect the key features of the intended design set out on 
page 4 of the Consultation paper and will work with the Taskforce within those parameters.  However, 
focusing on the goal of addressing insurance premium affordability, the industry would urge the 
Taskforce to keep an open mind on whether it may be necessary to recommend to the Government 
that it reconsider any particular aspect of the design.   

The root cause of the affordability issue is the high level of cyclone risk and the average annual 
expected costs, of which reinsurance is only a small component to consumers.  Looking at the ready 
availability of capital in the reinsurance market, at this stage it is not certain to insurers how the 
savings which the Pool is likely to be able to offer on the cost of reinsurance will be achieved without 
some element of Government subsidy.  However, we look forward to obtaining a greater understanding 
of the Government’s thinking on this important issue through the process established by the 
Government. 
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About the Insurance Council of Australia 
The Insurance Council of Australia is the representative body of the general insurance industry in Australia. Our members represent 
approximately 95 percent of total premium income written by private sector general insurers. Insurance Council members, both insurers and 
reinsurers, are a significant part of the financial services system. 

Insurance Council members provide insurance products ranging from those usually purchased by individuals (such as home and contents 
insurance, travel insurance, motor vehicle insurance) to those purchased by small businesses and larger organisations (such as product and 
public liability insurance, professional indemnity insurance, commercial property, and directors and officers insurance). 




