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MC question is:

Can you provide an overview of the reinsurance pool and how it
was designed to work to facilitate stability in the insurance
market for those insured living above the 26 parallel



There are significant levels of non-insurance in Northern Australia

Figures below are based on Home Buildings properties
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Note: Insurance take-up analysis is preliminary and early insights are shared for general information only
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What is the Cyclone Reinsurance Pool

® _® |[nhsurers set the premiums charged and pay + manage
Driving down S'a P 8 pay &

Improving insurance e M claims in accordance with their policy
affordability for

Northen Australia

cyclone and related

flood damage * ACCC will monitor insurer premiums to ensure consumers
benefit from savings

Mandatory for insurers to participate to maximise savings to

Benefiting policyholders in medium and high-risk cyclone regions

households, strata Pool to cover 100%
and small of claims initially
businesses

R Pool backed by a pre-approved $10 billion
Commonwealth Government Guarantee

Note :
For medium to high cyclone risk properties
Covering wind, rain, rainwater, rainwater run-off, storm surge and riverine
flooding caused by a cyclone
Bureau of Meteorology will observe when a cyclone begins and ends
Pool will cover losses from when a cyclone begins until 48 hours after the
end of the cyclone including re-intensification if applicable.
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Understanding ARPC and our role - delivering the Cyclone Pool

ARPC’s purpose is to, through reinsurance, improve the accessibility and affordability of insurance for the Australian community

ARPC is a Commonwealth

financial corporation within
the Treasury Portfolio

Created by an Act of Parliament in
2003 as a solution to address
market failure in managing
terrorism risk after 9/11 - Terrorism
and Cyclone Insurance Act 2003 (the
Act)

ARPC’s Accountable
Authority consists of:

* A Board Chair

* Six to eight part-time Board
Members, who are appointed by
the responsible Minister.

* One Board Observer appointed by
the responsible Minister

ARPC Obligations

and Role

ARPC operates

a terrorism reinsurance pool
and a cyclone reinsurance
pool, with more than 20
years' experience managing
catastrophe insurance risk.

The administration of

the Terrorism and Cyclone
pools reflects

ARPC's statutory obligations

Our role is to administer the
terrorism and cyclone pools
as legislated, and is not a
policy making agency
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for terrorism and cyclone risk

Stakeholders

ARPC operates both in the commercial

reinsurance industry and public sector

environment engaging with reinsurers,

insurer customers, government entities
and other stakeholders.

Government stakeholders are below:

¢ The Treasury

* Australian office of Financial
management (AOFM)

* Bureau of Meteorology (BoM)

* Defence Science and Technology
Group

* Geoscience Australia

¢ Australian Government Actuary

¢ Australian Prudential Regulation Aut
hority (APRA)

¢ Australian Cyber Security Centre
(ACSC)

¢ Department of Home Affairs

* National Emergency Management
Agency

* Australian Bureau of Statistics

ARPC Priorities

In addition to providing reinsurance,
ARPC’s focus includes:

* Deliver sustainable reinsurance
for eligible terrorism and cyclone
events to enable insurers to
deliver insurance coverage

e Optimise the pools to enhance
effectiveness and affordability

¢ Build our data analytics and
insights capability to support risk
mitigation and enhance
accessibility and affordability of
insurance

* Continue to build capability and a
customer and risk-focused culture
to drive ongoing improvements in
performance

ARPC Team

ARPC is based in Sydney and
currently has 80 employees.

Dr Christopher Wallace is the
Chief Executive.

There are 5 members of the
ARPC Executive Team:

¢ Scott Unterrheiner
(Chief Financial Officer)
¢ Jason Flanagan
(Chief Claims Officer)
* Michael Pennel
(Chief Underwriting Officer)

¢ Victoria Simpson
(Chief Operating Officer)

¢ Karin Rathhbone
(Chief Risk Officer)




Home BLD Exposure

Average Buildings annual premium ($)

Where ARPC charges Reinsurance Premiums to Insurers

Cyclone pool average reinsurance premiums charged to Insurers by ARPC for home CLU Dec 2023
one
contents 1. Gold Coast 187
2. Brisbane 126
3. Sunshine Coast 206
4. Wide Bay 164
Average Building Premium ($) 5. Rockhampton 329
0-200 6. Marlborough 348
200 - 400
400 - 600 7. Mackay 780
B 500 - 800 8. Proserpine and Offshore Islands 976
B 800 - 1000 9. Townsville 626
Il >1000 10. Ingham 441
[0 Nil Risk CRESTA 11. Cairns 463
12. Cape York 373
13. Fair Cape 389
14. Gulf 383
15. Inland QLD 62
16. North NT 174
17. Darwin 596
18. Remainder NT 4
19. Kununurra-Broome 979
20. Pilbara 2137
21. Geraldton Central Coast 330
22. Perth 105
23. Albany-Bunbury 98
24. Remainder WA 55
38. South-West NSW 0.1
47. Northern Slopes 6
48. Mid-North coast 12
49. Far North coast 123
Total 151
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MC question is:

Can you advise the number of insurers that have opted into the
pool and how to best understand how insurance brokers and
insurers have mitigated their risk by being a part of it?

And, with reduced risk we draw the conclusion that the
premium is reduced, can you see premiums coming down and
being passed onto consumers as a direct result?



Cyclone Pool coverage as it now stands

B B 93% of expected Residential exposure joined . 87% of expected SME exposure joined Approx 100% of expected Strata exposure joined

3,000,000 87,000 /73,000

$523M $S20M S47M

asat 1July 2024
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Insurers who have joined the Cyclone Pool
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Lower premiums are being observed in medium to high cyclone risk areas

Example below shows Home Buildings premium change by wind risk

30%

20%
10%

oot A —_—
-10% \'

Cumulative average premium change

-20%

-30%

-40%

Oct-22 Jan-23 Apr-23 Jul-23 Oct-23 Jan-24

B-F 0% 10% 21% 23% 23% 25%
- G-K 0% 1% 8% 5% 5% 2%
---L-P 0% 1% 6% 1% -1% -13%
-=-Q-S 0% 1% 9% 1% -1% -13%
---T-W 0% -7% -2% -21% -27% -35%

B-F =-G-K -=-L-P -=-Q-5 -=T-W

Source: Quote data provided by Finity Consulting
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Access to insurance is improving in medium to high cyclone risk areas

Home Buildings quote success rate by wind risk (pre-Cyclone pool vs January 2024)
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Source: Quote data provided by Finity Consulting
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Reinsurance Premium discounts apply to home properties for mitigation

Total discount of $5.4M applied to annual premiums from mitigation benefits

Mitigation take-up rate by grouped CRESTA region
9.0%

8.0%

Residential Buildings Mitigation

7.0%

8.3%
6.9%
Discount Applied (%)
6.0% 5-9%
} 5.4% 1 o,
New Roof 30%
5.0% Roof Tied Down? 20%
Roller Door Braced 8%
4.0% . .
Window Protection 10%
3.0% 12 Only applicable to homes build pre-1982
2.0% 1.8%
1.2%
1.0% 0.9%
03% 0.4% 05% 0.5% 0.5% 0.4% 0.5%
5 . 0.2% 0.2% 0.2% 0.2%
oox = I S HEEm- g -

Far North QLD Northern WA NT South East and Mid Coast QLD Inland QLD

®m New Roof  ®Roof Tied Down  mRoller Door Braced ™ Window Protection
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Strata Mitigation Discounts

Strata premium discounts have been introduced for qualifying mitigation
activities and will be effective from 1 April 2025.

Roof Mitigation Window Protection Timber Doors Vehicle Access Doors Gutter Overflows

Roofs that have been Glass windows and doors All external timber doors of Vehicle access doors that are Gutter overflows installed
retrofitted to comply with which have shutters or the building have solid under the same roof as a for boxed eaves and boxed
current standards. screens installed as cores. low-rise strata building, gutters.
permanent protection, up to which have been upgraded

the current standard. to be compliant with the
Tile roofs which have been current standards

upgraded with sarking.

Metal roofs which have
been upgraded with
fastened flashings.
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Projected Average Premium Savings

Based on 1 October 2022 rates

All samples (QLD, | Average savingsin | High total

NT, WA, Northern | Northern premium band in
NSW) Australia Northern
Australia
Home -6% -13% -32%
SME -6% -10% -13%
Strata -14% -37% N/A*

* = sample data size was too small for reliable estimations
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Projected Savings in Strata by Region (susedon 1 octover 2022 rates)

Estimated total premium savings for strata by region as a result of the Cyclone Pool
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Projected Outcomes based on cyclone risk for strata insurance (sased on 1 october 2022 rates)

Estimated overall outcomes for strata insurance based on current cyclone
insurer premium
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== == Cyclone Pool Med/High Risk Average Premium
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Information on the Cyclone Pool is published on ARPC’s
website

\News and Resources

Cyclone Reinsurance pool
The Cyclone Reinsurance . premium assessment April

Pool Premium and Exposure 2024
Statistics Report

www.arpc.gov.au/news-resources-arpc/
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