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Executive summary  
The Australian Government has introduced a cyclone and cyclone-related flood damage 
reinsurance pool (the Pool) aimed at improving the affordability and accessibility of 
insurance for households and businesses in cyclone prone areas of Australia. The Pool is 
administered and operated by the Australian Reinsurance Pool Corporation (ARPC). 

The ACCC has been directed to monitor the effects of the Pool and report at least once each 
calendar year until 2026. This is the ACCC’s first monitoring report following the 
commencement of the Pool in July this year. 

As no insurer is currently using the Pool, this first report focuses on the background and 
context to the Pool’s introduction and the ACCC’s monitoring role. It sets out findings about 
current insurance premiums and costs, and about insurers’ views on the Pool. This report 
will provide a benchmark for the ACCC’s future analysis in subsequent years. 

Previous work on insurance issues 
This report, and the ACCC’s monitoring task, follows previous work the ACCC has 
undertaken on insurance affordability and availability in northern Australia. The ACCC 
released a final report on its findings from the Northern Australia Insurance Inquiry (NAII) in 
2020. We had found that home, contents, and strata insurance premiums are, on average, 
considerably higher in northern Australia than the rest of the country, and over the past 
decade have increased at a faster rate.  

Exposure to cyclone risk is a significant contributor to high insurance premiums in northern 
Australia and to the cost of reinsurance. The Pool operates Australia wide, but directs 
support towards cyclone-prone areas, which are predominantly in northern Australia. 
Northern Australian regions are largely areas north of the Tropic of Capricorn.1  

Premiums, costs and savings 

Insurance premiums are higher in northern Australia 

Residential and strata premiums remained considerably higher in northern Australia in 
2021–22. We found that the average premium in 2021–22 for residential combined building 
and contents insurance in northern Australia was around $2,370, compared to around 
$1,350 for the rest of Australia. The differences in average residential premiums between 
northern Australia and the rest of Australia can be seen in figure 1 below. Strata insurance 
was around $5,740 in northern Australia, almost double the premiums paid by the rest of 
Australia (around $2,940). These findings are largely consistent with findings from the NAII.2 

 
1  For example, Carnarvon, Gladstone Hinterland and Gladstone are included in the definition of northern Australia although 

these regions are below the Tropic of Capricorn. More formally, northern Australia has the meaning given in section 5 of 
the Northern Australia Infrastructure Facility Act 2016 (Cth).  

2  ACCC, Northern Australia Insurance Inquiry – Final report (NAII Final Report), 28 December 2020, pp vii-viii. 

https://www.accc.gov.au/publications/northern-australia-insurance-inquiry-final-report
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Figure 1. Average premiums for residential combined building and contents insurance 
in Australia, 2021–22 

 

Source: ACCC analysis of data obtained from insurers. The grey areas represent postcodes with insufficient information for an 
average premium figure to be calculated. 

 

Small to Medium Enterprise (SME) insurance premiums are also considerably higher in 
northern Australia. The average premium for SME building and contents insurance in 2021–
22 was around $3,160 across northern Australia, compared to around $1,610 for the rest of 
Australia. 

Average premiums were also higher in northern Australia in 2021–22 when adjusted for 
sums insured, and for some products the difference was more pronounced. The average 
premium per $100,000 sum insured for residential combined building and contents insurance 
was approximately $420 in northern Australia in 2021–22. This was more than double the 
rest of Australia at around $190. Similarly, the average strata insurance premium per 
$100,000 sum insured was around $240 for northern Australia compared to about $100 for 
the rest of Australia. For SME building and contents insurance, the average premium per 
$100,000 sum insured in 2021–22 was about $530 in northern Australia compared to 
approximately $340 for the rest of Australia.  
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While residential premium increases have slowed in some regions in recent years, average 
premiums have increased much faster in northern Australia than in the rest of Australia over 
the long-term. Between 2007–08 and 2021–22, average residential combined home and 
contents insurance rose over 130% in northern Australia in real terms (or by an average of 
around 6% per annum), compared to around 80% for the rest of Australia (an average of 
around 4% per annum). For building only insurance, the increase in northern Australia is 
over 200% compared to around 120% for the rest of Australia, in real terms.  

This data is consistent with recently released research from groups such as the Institute of 
Actuaries of Australia (Actuaries Institute), which reported on Home Insurance Affordability 
and Socioeconomic Equity in a Changing Climate, and The McKell Institute’s The Cost of 
Extreme Weather report. These reports discuss the rising cost of Australian general 
insurance premiums in the face of more frequent and extreme weather events and 
worsening affordability outcomes, particularly for low socio-economic groups. 

ARPC and insurers’ views on expected premium outcomes from the Pool  

The Pool’s purpose is to improve insurance affordability for households and small 
businesses in cyclone-prone areas by seeking to reduce insurers’ reinsurance costs. 
However, as discussed further below, no insurers are currently using the Pool. Therefore, no 
information is currently available on the actual impact of the Pool on premiums and the 
extent of any savings. This actual impact will be a focus of the ACCC’s reporting in future 
years. The actual savings achieved will be dependent on insurers passing on the savings 
and may not be fully realised until all eligible insurers have joined the Pool. 

That said, throughout 2022, the ARPC obtained advice and conducted modelling relating to 
the possible outcomes of the Pool. It should be noted that the figures below from this ARPC 
modelling are on the expected impacts of the Pool.  

Insurers will pay reinsurance premium rates to the ARPC as they join the Pool. As at 
September 2022, the ARPC estimated that the expected total annual premiums to be 
collected by the Pool once all insurers join will be $776 million. The Pool is intended to work 
through premiums collected from a large number of low cyclone risk policies providing a 
source of funds that can be redistributed to achieve cross-subsidy savings for the smaller 
number of medium and high cyclone risk policies.  

The ARPC has estimated that the Pool will reduce average premiums for policies with 
cyclone-related risks as follows: 

• For policyholders across Queensland, the Northern Territory, Western Australia and 
northern New South Wales, ARPC estimates premiums are expected to reduce by an 
average of 14% for strata policies and 6% for both residential home insurance and 
small business policies with building cover. 

• For policyholders located in northern Australia, ARPC estimates premiums are 
expected to reduce by an average of 37% for strata policies, 13% for residential 
home insurance policyholders and 10% for small business policies with building 
cover. Average savings are expected to be even higher for northern Australian 
policyholders that are currently paying the highest premiums.  

The ARPC’s modelled analysis predicts that, consistent with the government’s intention, 
estimated savings from the Pool are higher in northern Australia than they will be across all 
regions exposed to some cyclone risk, and that northern Australian policyholders currently 
paying the highest premiums will also get the greatest savings.  

Insurers have expressed a range of views about the potential effect of the Pool and likely 
premium savings. Insurers noted the potential for factors such as inflationary pressures from 
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labour and supply shortages as well as other natural disasters to counteract premium 
savings that may be achieved through Pool.  

Reinsurance remains a large component of insurers’ costs 

Our preliminary analysis of insurer costs found that net claims expense and reinsurance 
costs continue to be the largest cost categories for insurers across all regions, based on the 
residential product types analysed. Net claims expense and reinsurance costs account for 
approximately 75% to 85% of the cost to supply residential building and contents combined 
and building only insurance products in 2021–22.  

While we are not yet able to measure the impacts of the Pool on insurer costs, the 
introduction of the Pool will likely affect these large cost categories faced by insurers for 
cyclone-related damage. 
We will provide updated prices and costs information in our future reporting. Our future 
reports will also include additional information on insurer profits. 

Insurers have identified challenges in joining and operating under the 
Pool 
While the Pool has been in operation since 1 July this year, the legislation provides for 
phased implementation by insurers. Large insurers are required to join the scheme by the 
end of 2023 while smaller insurers will have until the end of 2024. 

To date, no insurers have started to use the Pool, although Allianz Australia (Allianz) has 
announced plans to enter with its householder portfolio in January 2023.3 In our initial 
monitoring, we have found that there are a variety of reasons why insurers have not yet 
started using the Pool. This includes several challenges insurers face in joining and 
implementing the Pool, as discussed below. 

Existing reinsurance arrangements 

Information that the ACCC has obtained from insurers to date indicates that many insurers 
perceive material challenges in being able to join the Pool.  

For example, a significant issue affecting both the extent of potential cost and premium 
savings, and the timing of insurers joining the Pool, is insurers’ existing reinsurance 
arrangements. The Pool necessitates a significant change to insurers’ typical reinsurance 
arrangements as reinsurance contracts are typically taken out on a 'whole of book' basis.4 
Relatedly, insurers have raised concerns about the need to obtain reinsurance outside of the 
Pool to cover some aspects of cyclone risk that are not covered by the Pool.  

Data on the impact of the Pool on reinsurance costs will become available as insurers renew 
and renegotiate their existing reinsurance arrangements at different points over the next 12 
months. Some insurers noted that the timeline of the development of the Pool and the timing 
of finalised reinsurance premium rates applicable to the Pool being made available meant 
that they were not in a position to join the Pool when it commenced operation in July 2022. 
Others have noted the need for certainty in relation to their reinsurance arrangements and 
the timing of these renewals as inhibiting their ability to enter the Pool prior to the mandatory 
entry date.  

 
3  Allianz, Cyclone Reinsurance Pool Submission 8: Inquiry into the Operation and Implementation of the Cyclone 

Reinsurance Pool, 18 November 2022, p 1. 
4  The Insurance Council of Australia, Insurance Council of Australia submission to the Senate Standing Committee on 

Economics, Treasury Laws Amendment (Cyclone and Flood Damage Reinsurance Pool) Bill 2022, March 2022, p.3. 

https://www.aph.gov.au/Parliamentary_Business/Committees/Joint/Northern_Australia/CycloneReinsurancePool/Submissions
https://www.aph.gov.au/Parliamentary_Business/Committees/Joint/Northern_Australia/CycloneReinsurancePool/Submissions
https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Economics/TLABReinsuranceBill/Submissions
https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Economics/TLABReinsuranceBill/Submissions
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Administrative changes 

Insurers also need to implement a range of administrative, system and process changes to 
join the Pool, which they consider will take a significant amount of time and resources. 
Insurers have also raised concerns about an ongoing administrative and technical burden 
once they have joined the Pool. These concerns are related to certain design elements of 
the Pool – in particular, the difficulty of determining whether relevant claims arise within a 
‘cyclone event’ as defined in the relevant legislation, or outside of this period.  

Next steps 
As insurers join the Pool through 2023 and beyond, the ACCC will be monitoring industry 
developments closely to assess the impact of the Pool on factors such as reinsurance costs 
and other premium components. We will continue to collect data on pricing outcomes for 
consumers as insurers enter the Pool. This will assist in understanding what has happened 
to costs and premiums, and whether savings are being achieved and ultimately passed 
through to policyholders. We will present our findings in future public reports. 

Future reports will also examine accessibility and availability issues including the number of 
insurers present in cyclone-prone regions and whether the Pool affects insurers’ willingness 
to supply in cyclone-prone regions over time.  

 

  

Contact us 
We invite interested parties to contact the ACCC at insurancemonitoring@accc.gov.au to 
make a submission, discuss this report, or meet regarding our insurance monitoring role. 

mailto:insurancemonitoring@accc.gov.au
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Key findings 
Some key observations from the information and documents obtained from insurers are set 
out below.  

Insurance affordability remains an issue in northern Australia and 
other high cyclone risk regions. 

Premiums remain considerably higher in northern Australia 
compared to the rest of Australia. 

Premiums have increased much faster in northern Australia than in 
the rest of Australia over the long term. 

Renewal and renegotiation of insurers’ existing reinsurance 
contracts is a significant factor affecting timing of Pool entry by 
insurers and the extent of potential cost and premium savings. 

Insurers raised concerns that inflationary pressures, including from 
recent natural disasters, may impact on overall savings arising 
following the Pool. 

The majority of insurers are on track to join the Pool by the 
legislated deadline, although few of them appear ready to join 
significantly ahead of the required dates. 

Insurers identified a variety of challenges in implementing and 
operating under the Pool. 



ACCC Insurance Monitoring Report 2022 8 

1. Background
The ACCC’s insurance monitoring role, and this first ACCC insurance monitoring report, 
follows previous work that examined the cost of insurance, particularly in relation to natural 
disasters and to northern Australia. It also follows from the government’s recent introduction 
of a cyclone and related flood damage pool (the Pool). This chapter provides background 
and context on these reports, particularly the ACCC’s work, and the government’s 
intervention. 

1.1. ACCC’s Northern Australia Insurance Inquiry 
In 2017, the Australian Government directed the ACCC to conduct a wide-ranging inquiry 
into the supply of residential building, contents and strata insurance in northern Australia. 
The ACCC considered matters including the pricing and availability of insurance to 
consumers, cost components of insurance pricing, and the competitiveness of insurance 
markets in northern Australia. 

The ACCC’s NAII was one of several investigations into insurance affordability. This includes 
the Productivity Commission Inquiry into Natural Disaster Funding (2014), the Northern 
Australia Insurance Premium Taskforce (2016), the Senate Standing Committee on 
Economics Inquiry into Australia’s general insurance industry (2017), and the Royal 
Commission into National Natural Disaster Arrangements (2020).5 The ACCC built on and 
considered the findings of these investigations over the course of the NAII, and focused on 
providing a competition, regulatory and consumer protection perspective on the issues in 
insurance. The ACCC used its compulsory information gathering powers to obtain detailed 
information from insurers that had not been available to the other processes. 

In 2020, the ACCC published its Northern Australia Insurance Inquiry final report (NAII Final 
Report). The NAII Final Report brought together significant analysis and recommendations 
the ACCC had made over the 3-year inquiry regarding the operation of the markets for 
home, contents and strata insurance in northern Australia. 

Key findings from the NAII Final Report that are relevant to the ACCC’s current role include: 

• Home, contents and strata premiums are, on average, considerably higher in
northern Australia compared to the rest of Australia. Premiums for these insurance
products have increased greatly over the last decade.

• Insurers are using more granular data and sophisticated pricing techniques,
exacerbating affordability problems for some consumers.

• The main driver of higher premiums in northern Australia is the higher natural peril
risk. Cyclone premium components are high for many policies in northern Australia
and make up a large proportion of technical premiums for these policies.

• Higher and more volatile claims costs have led to poor profitability in northern
Australia.

• Unusual market dynamics are leading to soft competition.

• Increased premiums have subsequently led to higher rates of non-insurance and
excess levels. Insurers seeking to limit their exposure to high-risk areas can adjust
their premiums upwards, exacerbating affordability concerns. There is little help
available for customers experiencing payment difficulties.

5 The Institute of Actuaries of Australia (Actuaries Institute), Home Insurance Affordability and Socioeconomic Equity in a 
Changing Climate, August 2022, p 11. 

https://www.actuaries.asn.au/public-policy-and-media/thought-leadership/green-papers/home-insurance-affordability-and-socioeconomic-equity-in-a-changing-climate
https://www.actuaries.asn.au/public-policy-and-media/thought-leadership/green-papers/home-insurance-affordability-and-socioeconomic-equity-in-a-changing-climate
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• While shopping around can help consumers find lower premiums, understanding and
comparing policies is harder than it should be.

• Reforms to land use planning and building standards can help reduce risks and costs
in the longer term.

The ACCC made 38 wide-ranging recommendations to address the concerns identified in 
the NAII Final Report and to help improve competition and consumer outcomes in northern 
Australian insurance markets.6 The ACCC noted the importance of careful design in 
developing and implementing certain interventions.7 Broadly, these recommendations fall 
into the 6 categories outlined below. A summary of each of the 38 recommendations is 
provided in the Appendix of this report. To date, there has been no formal government 
response to the NAII Final Report and complete set of recommendations. There has, 
however, been some actions taken in relation to certain areas covered by the ACCC’s 
recommendations, some of which are outlined in more detail in section 2.2 below. 

1.1.1. Addressing immediate affordability concerns 

Reforms to remove or re-base state and territory stamp duties on home, contents and strata 
insurance products have the potential to immediately relieve pricing pressure for all 
consumers in northern Australia. The ACCC found that state and territory revenue needs 
could be more equitably met through other means.  

Further, if governments wanted to provide immediate relief to consumers facing acute 
affordability concerns, they should consider doing so through direct subsidies based on 
premium level and income eligibility requirements. The ACCC found that direct subsidies 
have strong potential to relieve some of the acute affordability and cost of living pressures 
facing consumers in higher risk areas, compared to government reinsurance pools.  

However, like with any intervention measure, there are some risks with subsidies. This 
includes distorting price signals to consumers and the subsidy being absorbed over time by 
insurers where price competition is not strong. Therefore, careful subsidy design by 
governments can help manage these risks. 

1.1.2. Choosing the right amount of cover 

Consumers generally bear the risk of underinsurance as they are required to nominate the 
sum insured for their property. Insurers can provide clearer advice to their customers to help 
them choose the level of cover that they need. For example, insurers could estimate an 
updated sum insured for customers and discuss this estimate at renewal. The insurer can 
form the estimate based on information the consumer provides, such as whether any 
renovations/alterations were done to the home since the policy’s inception. 

1.1.3. Dealing with conflicts of interest 

The ACCC’s analysis of the operation of the markets for home, contents and strata 
insurance in northern Australia had found that conflicts of interest were common and 
significant for both insurance brokers and strata managers. Disclosure alone is insufficient to 
address conflicts of interest.  

The ACCC recommended that the Corporations Regulations should be amended to remove 
the exemption for general insurance retail products from the conflicted remuneration 
provisions as they apply to insurance brokers. Additionally, the ACCC recommended state 

6 ACCC, NAII Final Report, pp 17–31. 
7 ACCC, NAII Final Report. Examples of interventions are available at pages 145, 156 and 157. 
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and territory legislation governing strata managers should be amended to prohibit strata 
managers from accepting payments in relation to arranging strata insurance other than those 
agreed to and made by their body corporate. 

1.1.4. Improving consumer rights 

The ACCC made several recommendations throughout the NAII to empower and better 
protect consumers in their dealings with insurers, particularly if consumers are experiencing 
financial difficulty or need to make a claim on their insurance. One of the ACCC’s key 
recommendations was that insurers should give consumers more control over how home 
claims are settled. Consumers should be provided with the right to choose whether their 
home insurance claim is settled through a cash settlement or with a repair/rebuild managed 
by the insurer. 

1.1.5. Making it easier to search for and compare insurance products 

There are a range of reforms that would make it easier for consumers to search for and 
compare insurance products. The ACCC recommended changes to improve the 
comparability of insurance products; require insurers to share certain information with 
consumers; and make it easier for consumers to access existing information sources.  

We recommended that Treasury’s review of the standard cover regime should develop a 
proposal to mandate that insurers offer standard home and/or contents insurance 
product(s).8 The Treasury’s review could also develop a proposal to standardise the 
definitions of prescribed events (including ‘action of the sea,’ ‘impacts’ and ‘storm’). These 
proposals could enable greater certainty for consumers and comparability of products.9 

1.1.6. Reducing risk and building better 

Improving the resilience of properties and communities to natural hazards will have 
significant benefits now and into the future, including through lower insurance claims costs. 
Greater consideration by the insurance industry and governments regarding the likely 
benefits (and costs) of mitigation and other resilience measures is required.  

For example, to improve property resilience, the Australian Building Codes Board could 
explicitly consider measures that better protect the interiors and contents of residential 
buildings from damage caused by natural hazard risks. Recent government measures aimed 
at mitigation and building resilience are outlined in section 2.2. 

1.2. Introduction of the Cyclone Reinsurance Pool 

1.2.1. Development of the Pool 

On 30 March 2022, Parliament passed the Treasury Laws Amendment (Cyclone and Flood 
Damage Reinsurance Pool) Bill 2022 which established the Pool.10 This was the culmination 
of a policy development process that commenced in May 2021 with the government 
announcement of the Pool. 

8 In January 2019, Treasury released a discussion paper seeking stakeholder views on the disclosure in general insurance. 
At the time the NAII Final Report was published in 2020, Treasury had not yet released its response to stakeholder 
feedback on its discussion paper. 

9 The Federal Budget released on 25 October 2022 includes $22.6 million to address the cost and availability of insurance in 
disaster prone areas, including examining issues relating to developing standard definitions for certain natural hazards in 
insurance contracts and reviewing the standard cover regime - Australian Government, Budget October 2022-2023- 
Building a better future, October 2022, p. 33, accessed 2 November 2022; Senator the Hon Murray Watt and Hon Stephen 
Jones, Landmark funding to help reduce insurance costs, media release, 26 October 2022. 

10  Australian Government, Cyclone Reinsurance Pool Taskforce, the Treasury website, accessed 2 November 2022. 

https://budget.gov.au/2022-23-october/content/stronger-economy.htm#m5
https://minister.homeaffairs.gov.au/MurrayWatt/Pages/landmark-funding-to-help-reduce-insurance-costs.aspx
https://treasury.gov.au/review/cyclone-reinsurance-pool-taskforce#:%7E:text=On%2030%20March%202022%2C%20the,small%20business%20property%20insurance%20policies
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Box 1: Reinsurance and government reinsurance pools explained 
Reinsurance is effectively insurance for insurers. Insurance works by pooling and spreading 
risks to mitigate their impact: insurers collect (relatively small) premiums from their many 
policyholders and pay out (relatively large) claims if insured events occur. This is how 
insured risks are mitigated.11 Similarly, reinsurance is a risk management tool designed to 
protect insurers from large financial losses when paying out claims to policyholders. In return 
for transferring risk to reinsurers, insurers pay reinsurance premiums. 
A government reinsurance pool is an entity which is owned, run, funded and/or backed by 
government, and offers reinsurance to insurers for specific risk types (such as cyclones and 
other natural catastrophes).12 Insurers pay a reinsurance premium to transfer risks 
associated with particular perils onto the government. Under such pools, insurers will often 
incur losses up to a specified amount (known as the retention limit) and the pool will cover 
losses that go beyond the retention limit.13 
Over the course of the NAII, the ACCC found that the utility of a reinsurance pool depends 
on several design elements.14 These design elements include: 

• the risks or perils covered

• its geographic coverage (the larger the geographic coverage of the pool, the greater
the number and diversity of risks in the pool)

• retention limits (the greater the amount of risk ceded to the pool, the more influence
the government reinsurer will have on premiums)

• how premiums are set (for example, risk-based premiums priced at the technical
level or subsidised premiums)

• compulsory or voluntary participation (where participation is compulsory a wider
range of risks can generally be captured)

• funding and use of government guarantees (for example, pools can be supported by
government guarantees or subsidised in some way).

The Pool is administered by the Australian Reinsurance Pool Corporation (ARPC) and is 
backed by an annual $10 billion government guarantee.15 It covers losses caused by 
extreme cyclonic winds, cyclone related flooding and storm surge up to a maximum of $5 
million sum insured for home and contents, strata, and small business property insurance 
policies.16 The Pool is legislated to cover losses arising during a ‘cyclone event’ which lasts 
from the time a cyclone begins until 48 hours after the cyclone ends – known as the cyclone 
event period.17 The ARPC has developed a process for formally ‘declaring' the beginning 
and end of a cyclone as soon as reasonably possible (based on the Bureau of Meteorology’s 
advice).18  

The Pool operates Australia-wide but directs support at cyclone-prone areas which are 
mainly in northern Australia. Northern Australian regions are largely areas north of the Tropic 

11 Productivity Commission, Competition in the Australian Financial System – Inquiry report, no.89, 29 June 2018, p 388. 
12 ACCC, NAII Final Report, p 156. 
13 ACCC, NAII Final Report, p 156. 
14 ACCC, NAII Final Report, pp 156–157. 
15 Australian Government, Cyclone Reinsurance Pool Taskforce, the Treasury website, accessed 2 November 2022. 
16 Australian Reinsurance Pool Corporation (ARPC), The Cyclone Pool, ARPC website, accessed 2 November 2022. 
17 ARPC, The Cyclone Pool, ARPC website, accessed 1 December 2022; Terrorism and Cyclone Insurance Regulations 

2003 (Cth) r.5D; Terrorism and Cyclone Insurance Act 2003 (Cth) ss.8F. 
18 ARPC, Annual Report 2021-22, September 2022, p 65. 

https://www.pc.gov.au/inquiries/completed/financial-system/report
https://treasury.gov.au/review/cyclone-reinsurance-pool-taskforce#:%7E:text=On%2030%20March%202022%2C%20the,small%20business%20property%20insurance%20policies
https://arpc.gov.au/reinsurance-pools/cyclone/
https://arpc.gov.au/reinsurance-pools/cyclone/
https://www.legislation.gov.au/Details/F2022C00437
https://www.legislation.gov.au/Details/F2022C00437
https://www.legislation.gov.au/Details/C2022C00130
https://arpc.gov.au/news-resources-arpc/annual-reports/
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of Capricorn.19 More formally, northern Australia has the meaning given in section 5 of the 
Northern Australia Infrastructure Facility Act 2016 (Cth).  

Participation in the Pool is mandatory for general insurers with eligible policies.20 Large 
insurers are required to join the Pool by 31 December 2023 and small insurers must join by 
31 December 2024.21 

Figure 1.1 below shows the timeline for the development of the Pool. 

19  For example, Carnarvon, Gladstone Hinterland and Gladstone are included in the definition of northern Australia although 
these regions are below the Tropic of Capricorn. 

20  ARPC, The Cyclone Pool, ARPC website, accessed 1 December 2022. 
21  Large insurers are those with $300 million or more of relevant gross written premium and small insurers are those with less 

than $300 million of relevant gross written premium. 

https://arpc.gov.au/reinsurance-pools/cyclone/
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4 May 2021 
Government announced its 
intention to establish a cyclone 
reinsurance pool.

21 May 2021 – 18 June 2021 
A Treasury-led Cyclone Reinsurance Pool 
Taskforce conducted public consultation 

to develop a final design for the Pool. 

July 2021 – April 2022 
ARPC consultation process with 

insurers to collect datasets to use in 
setting the initial premium rates.

December 2021 
The Cyclone Reinsurance Pool 
Taskforce conducted consultation 
on draft exposure legislation.

12 January 2022 
ACCC directed by the Assistant Treasurer 
to monitor impact of Pool.

10 February 2022 – 24 March 2022 
Senate Economic Legislation Committee 
conducted inquiry into terms of Pool Bill 

and published its report. 

May 2022 
Initial premium rates were finalised. 

30 March 2022 
Parliament passed legislation to 
establish the Pool. 

30 June 2022 
Release of initial premium rates.

1 July 2022 
The Pool commenced operation 
with initial premium rates.

July 2022 – September 2022 
ARPC underwent a second stage of 
consultation with industry to receive 

more detailed data and analysis to set 
the revised premium rates. 

1 October 2022 
Revised premium rates released. 

11 October 2022 
Joint Select Committee on Northern 
Australia opened an inquiry into the 
operation and implementation of the Pool.December 2022 

ACCC first Pool monitoring 
report released.

December 2023 
Mandatory Pool join date for large insurers.

December 2024 
Mandatory Pool join date for small insurers.
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Figure 1.1: Timeline of Pool development 
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Box 2: Joint Select Committee on Northern Australia – Cyclone Reinsurance Pool 
Inquiry 
Following a referral received on 11 October 2022, the Joint Select Committee on Northern 
Australia opened an inquiry into the operation and implementation of the Pool.22 
Submissions have been made to the inquiry by insurers, consumer groups, community 
members, and government bodies. The ACCC’s submission to the inquiry can be found on 
the ACCC’s website or at the Committee’s webpage.23 
The Committee held its first public hearing in Canberra on 25 November 2022 and will report 
on its findings during 2023. We will consider the Committee’s findings and recommendations 
in our future reports. 

1.2.2. The Pool’s purpose 

The Pool’s purpose is to improve insurance accessibility and affordability for households and 
small businesses in cyclone-prone areas of Australia by seeking to reduce insurers’ 
reinsurance costs. 

Box 3: Key principles of the Pool 
The Pool was established with 4 key principles in mind, which is to: 

• be cost-neutral to the government over the longer term

• lower the reinsurance cost for most policies with medium-to-high exposure to cyclone
risk

• have minimal impact on policy premiums for lower cyclone risk properties and

• maintain incentives for risk reduction and offer discounts for properties that undertake
mitigation.24

22  The referral to the Committee was made by the Assistant Treasurer and Minister for Financial Services, the Hon Stephen 
Jones MP. 

23  Australian Government, Joint Select Committee on Northern Australia: Cyclone reinsurance pool submissions, Parliament 
of Australia website, accessed 14 December 2022. 

24  ARPC, The Cyclone Pool, ARPC website, accessed 15 November 2022. 

https://www.aph.gov.au/Parliamentary_Business/Committees/Joint/Northern_Australia/CycloneReinsurancePool/Submissions
https://arpc.gov.au/reinsurance-pools/cyclone
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Figure 1.2: Breakdown of expenditure per policy related to each cost type for 
combined home and contents products, 2018–19 

 
Source: ACCC, Northern Australia Insurance Inquiry – final report, December 2020, p 89.  
 

Figure 1.2 above shows that reinsurance costs can be significant in some areas of northern 
Australia and much larger than areas that are exposed to lower natural peril risks.  

Importantly, although reinsurance costs are the second largest expense contributing to total 
insurer costs (behind claims costs), they are only one of the many factors that determine the 
final premium price insurers charge policyholders.25 Other factors include expected claims 
costs for all natural peril risks (such as cyclone, bushfire and earthquake) as well as working 
claims costs (such as theft and accidental damage), commission costs, operating expenses 
and margins.26  

After joining the Pool, insurers will still need to obtain reinsurance cover outside of the Pool 
in respect of non-cyclone related losses (such as for bushfire, non-cyclone related flooding 
and earthquake risks). Accordingly, changes in these other factors will affect how reductions 
in cyclone reinsurance costs are ultimately reflected in end premiums for policyholders.  

The ACCC found in the NAII Final Report that claims are more frequent, and on average 
larger in northern Australia, particularly for strata insurance. Further, building costs are 
generally higher in northern Australia for a variety of reasons, including the higher building 
standards that can apply, the availability of materials and labour (particularly after a natural 
disaster), as well as transport and machinery costs. These factors directly impact the costs 
insurers face in settling claims.27  

The NAII Final Report also found claim numbers in northern Australia are highly volatile due 
to the significant impact of natural disasters and this impacts the cost of reinsurance. 
Cyclone risk in particular was found to contribute more to premiums in northern Australia on 

 
25  ACCC, NAII Final Report, p 88.  
26  ACCC, NAII Final Report, p 61.  
27  ACCC, NAII Final Report, pp 10–11. 

https://www.accc.gov.au/publications/northern-australia-insurance-inquiry-final-report
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average than any other natural peril.28 Figure 1.3 below shows the average peril 
components of technical premiums in selected postcodes.29  

Figure 1.3: Average peril components of technical premiums in selected postcodes 
for combined home and contents insurance, 2018–19 

Source: ACCC, Northern Australia Insurance Inquiry – final report, December 2020, p 76. 

1.2.3. How the Pool will operate 

As shown in figure 1.4 below, the Pool is intended to operate through an arrangement 
whereby the ARPC effectively takes on a component of risk from insurers (cyclone and 
related flood risk) and charges insurers a reinsurance premium rate (which covers only 
expected claims and operating expenses) without a margin.30  

For properties exposed to low cyclone risks, it is intended that even after the Pool is 
implemented premiums will remain broadly comparable to prior levels.31 It is intended that 
premiums collected from a large number of low cyclone risk policies will provide a source of 
funds that can be redistributed to achieve cross-subsidy savings for the smaller number of 
medium and high cyclone risk policies.32 The ARPC’s estimated outcomes for policyholders 
are discussed at subsection 1.2.4 below. Additionally, one of the design principles of the 
Pool is that it will maintain incentives for risk reduction and offer discounts for properties that 
undertake mitigation.33  

28  ACCC, NAII Final Report, p 75. 
29  The NAII undertook a number of case studies on sub-regions to demonstrate and explore the diversity of insurance 

experiences across northern Australia. Roma in south western Queensland is not in northern Australia, but was included to 
represent the impact of flood mitigation. Data was also obtained for Goulburn in New South Wales for comparison 
purposes. While it is well outside of northern Australia (situated between Sydney and Canberra), its average premium and 
sum insured are very similar to the national average, in an area that is geographically large and diverse. ACCC, NAII Final 
Report, p 7, 196.  

30 ARPC, ARPC - Premium Rate Assessment Report Update for Consultation - 1 October 2022(.PDF) (October 2022 
Premium Rate Assessment Report), September 2022, p 8.  

31 ARPC, ARPC CRP Premium Rate Assessment Report – reissued 8 July 2022 (.PDF), June 2022, p 6. 
32 ARPC, ARPC CRP Premium Rate Assessment Report – reissued 8 July 2022 (.PDF), June 2022, p 3. 
33 ARPC, The Cyclone Pool, ARPC website, accessed 2 November 2022. 

https://www.accc.gov.au/publications/northern-australia-insurance-inquiry-final-report
https://arpc.gov.au/what-we-do/the-cyclone-pool/premium-pricing/
https://arpc.gov.au/what-we-do/the-cyclone-pool/premium-pricing/
https://arpc.gov.au/reinsurance-pools/cyclone/
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The ARPC developed the pricing formula that will apply to the Pool using property level data, 
such as geography, building characteristics and mitigation works.34 ARPC released initial 
reinsurance premium rates on 1 July 2022 and, after an extended period of consultation, 
released revised finalised rates on 1 October 2022.  

Insurers will pay the finalised reinsurance premium rates to the ARPC as they join the Pool, 
with the expected total annual premiums to be collected by the Pool once all insurers join 
with all eligible risks included estimated at $776 million (referred to as the ‘target premium 
pool’).35 The target premium pool is determined by estimating the average annual loss of 
claims, claims handling expenses payable by the Pool and the Pool’s operating expenses.36 
ARPC also noted that if modelled risks underlying the reinsurance premium rates change, 
the target premium pool will change accordingly.  

At the time of this report, insurers have not yet joined the Pool. The expected timing of entry 
for insurers to join the Pool is discussed in section 4.1. 

Figure 1.4: Intent of Pool premiums in delivering savings to medium and high-risk 
policyholders  

 

Source: ARPC, ARPC CRP Premium Rate Assessment Report – reissued 8 July 2022, July 2022, p 7. 
 

 
34  ARPC, The Cyclone Pool, ARPC website, accessed 6 December 2022.  
35  ARPC, October 2022 Premium Rate Assessment Report, p 3. 
36  ARPC, October 2022 Premium Rate Assessment Report, p 3. 

https://arpc.gov.au/what-we-do/the-cyclone-pool/premium-pricing/
https://arpc.gov.au/reinsurance-pools/cyclone/
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1.2.4. ARPC’s estimates of policyholder outcomes 

Table 1.1 below summarises the ARPC’s estimated total reductions in policyholder 
premiums when applying its October 2022 premium formula. This is based on the ARPC’s 
analysis of a large sample of data provided by certain insurers for residential home (720,924 
policies), SME (34,700 policies) and strata (24,508 policies), and modelling of the impact on 
policyholder premiums of insurers entering the Pool. The ARPC’s estimates are presented 
by reference to: 

• ‘all record samples’ that the ARPC analysed – across areas of Queensland, the 
Northern Territory, Western Australia and northern New South Wales that have 
some cyclone risk 

• policies within the record sample that cover any part of northern Australia37 

• policies in northern Australia that currently pay the highest premiums, being those 
home and SME policies paying over $1.50 per $100 sum insured. To note, the 
ARPC did not provide savings for relevant strata policies because it considered that 
the relevant data was insufficiently certain.38 

Table 1.1 summarises the ARPC’s expectation that, consistent with the government’s 
intention, savings will be higher in northern Australia than they will be across the entire 
dataset, and that northern Australian policyholders currently paying the highest premiums 
will also get the greatest savings.39 

Table 1.1: ARPC’s summary of estimated average premium savings by class 
(1 October 2022 rates) 

Product class All record 
samples  

Northern 
Australia  

High total 
premium band 
in Northern 
Australia 

Total sample size 

Home -6% (720,934) -13% (143,500) -32% (2,416) 720,934 

SME (policies 
with building 
cover) 

-6% (34,700) -10% (11,857) -13% (274) 34,700 

Strata -14% (24,508) -37% (1,905) N/A 24,508 

Source: ARPC, ARPC - Premium Rate Assessment Report Update for Consultation - 1 October 2022, 28 September 2022, 
accessed 22 November 2022, p. 25. 
 

Importantly, it should be noted that Table 1.1 sets out the ARPC’s estimate of the average 
impact of the Pool on policyholder premiums, and that the outcomes could vary for particular 
policyholders and insurers. For example, the ARPC estimated the Pool’s impact on 
residential home insurance premiums across all cyclone-affected areas are as follows:40 

 
37  Insurers often evaluate natural hazard risk in particular geographic areas by reference to ‘Catastrophe Risk Evaluation and 

Standardising Target Accumulations’ (CRESTA) zones. The ARPC used CRESTA zones 5–20 as a proxy for northern 
Australia when estimating the potential impact of the Pool on policyholders’ premiums.  

38  ARPC, October 2022 Premium Rate Assessment Report, p 25. The ARPC also noted that the total premium can be high 
for reasons not just related to cyclone risk, such as if a home has exposures to other natural perils or the SME business 
involves dealing with hazardous materials.  

39  ARPC, October 2022 Premium Rate Assessment Report. 
40  The ARPC used CRESTA zones 1–22 and 49 as a proxy for ‘all cyclone affected areas’ in Australia. This includes, for 

example, southern Queensland and other parts of Australia that are not located in northern Australia but are exposed to 
some (including low) cyclone risk. 

https://arpc.gov.au/what-we-do/the-cyclone-pool/premium-pricing/


ACCC Insurance Monitoring Report 2022   19 

• 2% of residential home insurance policies in cyclone affected areas are estimated to 
see premiums increase by over 20%, whereas 7% of such policies in this area are 
estimated to see premiums decrease by more than 20% 

• 2% of residential home insurance policies in cyclone affected areas are estimated to 
see premiums increase by 10 to 20%, whereas 12% of such policies in this area are 
estimated to see premiums decrease by 10 to 20% 

• 5% of residential home insurance policies in cyclone affected areas are estimated to 
see premiums increase by 5 to 10%, whereas 16% of such policies in this area are 
estimated to see premiums decrease by 5 to 10% 

• 20% of residential home insurance policies in cyclone affected areas are estimated to 
see premiums increase by 0 to 5%, whereas 35% of such policies in this area are 
estimated to see premiums decrease by 0 to 5%.41 

1.3. The ACCC’s role in insurance monitoring  

1.3.1. Direction to monitor prices, costs and profits in insurance  

In January 2022, the Australian Government issued a direction to the ACCC under 
subsection 95ZE(1) of the Competition and Consumer Act 2010 (Cth). The purpose of the 
direction is for the ACCC to monitor prices, costs and profits relating to the supply of 
residential, small business and strata insurance before and after the introduction of the 
Pool.42  

The direction is for 5 years and includes a requirement for the ACCC to report on its 
monitoring at least once every calendar year from 2022 until 30 June 2026. 

1.3.2. The ACCC’s monitoring role 

In announcing the Pool, the government said that the Pool is designed to improve the 
accessibility and affordability of insurance for households and small businesses in 
cyclone‑prone areas across Australia.43 It further said that the Pool is expected to increase 
insurer participation in the northern Australian market, increasing competition and putting 
further downward pressure on premiums.44  

The ACCC is to evaluate the impact of the Pool and assess whether savings from the Pool 
are being passed through to policyholders and that the Pool is delivering on its intended 
outcomes.45  

In fulfilling this monitoring task, the ACCC uses the functions and powers in Part VIIA of the 
Competition and Consumer Act 2010 (Cth), which include compulsory information gathering 
powers. The ACCC will collect and analyse data to compare key metrics before and after the 
introduction of the Pool.  

 
41  ARPC, October 2022 Premium Rate Assessment Report, p 27. The ARPC also noted the quality of data in the plus or 

minus 5% range does not allow for meaningful results and changes of this magnitude would be difficult to observe in 
practice. 

42  Australian Government, Competition and Consumer (Price Monitoring – General Insurance Policies) Direction 2022, 
Federal Register of Legislation website, 12 January 2022, paragraphs 5-6.  

43  Australian Government, The Treasury, Government releases exposure draft legislation on the reinsurance pool [media 
release], 3 December 2021, accessed 2 November 2022. 

44  Australian Government, The Treasury, Morrison Government passes legislation to deliver reinsurance pool [media 
release], 30 March 2022, accessed 2 November 2022.  

45  Australian Government, The Treasury, Government releases exposure draft legislation on the reinsurance pool [media 
release], 3 December 2021, accessed 2 November 2022; Australian Government, The Treasury, Fact Sheet: Reinsurance 
pool for cyclones and related flood damage [PDF 145KB], February 2022, accessed 2 November 2022. 

https://www.legislation.gov.au/Details/F2022L00030
https://ministers.treasury.gov.au/ministers/michael-sukkar-2019/media-releases/government-releases-exposure-draft-legislation
https://ministers.treasury.gov.au/ministers/michael-sukkar-2019/media-releases/morrison-government-passes-legislation-deliver
https://treasury.gov.au/sites/default/files/2022-02/2021_246322_reinsurance_pool_factsheet.pdf
https://treasury.gov.au/sites/default/files/2022-02/2021_246322_reinsurance_pool_factsheet.pdf
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The ACCC does not have powers to set insurance prices, to require insurers to pass on 
savings or to enforce any specific outcome from the implementation of the Pool. We will, 
however, be monitoring and reporting on what happens to prices, costs and profits before 
and after the introduction of the Pool, the extent to which savings are passed through to 
customers, and whether the Pool is delivering on improving insurance affordability and 
accessibility. 

This monitoring task is more targeted in scope than the NAII, which was broad-ranging and 
made a range of recommendations aimed at addressing insurance affordability and 
availability in northern Australia.  

1.3.3. Sources of information for this report  

We have used our compulsory information gathering powers under section 95ZK of the 
Competition and Consumer Act 2010 (Cth) to obtain information, data and documents from 
15 insurers that supply residential, strata and small business insurance in regions 
considered to be at risk of cyclone and cyclone-related damage in Australia.  

Broadly, the categories of information we have collected from insurers this year are: 
1. Documents about pricing decisions and insurers’ intentions in implementing the 

cyclone reinsurance pool. 
2. Policy and claims data, including prices of premiums. 
3. Financial data, including insurer costs that make up premiums in different regions. 

This report uses the information from categories 1–3 above to provide a baseline picture of 
prices and costs prior to the introduction of the Pool. We will also be collecting and analysing 
individual policy-level data, including how the price paid by the end customer is built up by 
insurers, and will report on our findings in 2023. In addition, our future reports will include 
information on insurer profits. 

For the purposes of our data analysis in this report (set out in chapter 3), we collected 
information from the same insurers that we collected similar data from in the NAII. The 
insurers are: 

• AAI Limited  

• Allianz Australia Insurance Limited46 

• Commonwealth Insurance Limited47 

• Insurance Australia Limited and Insurance Manufacturers of Australia Pty Ltd 
(together, IAG) 

• QBE Insurance (Australia) Limited  

• RACQ Insurance Limited 

• Youi Pty Ltd. 

For the purposes of our analysis about insurers’ views on the Pool (set out in chapter 4), we 
obtained documents from the above insurers as well as the following 7 insurers: 

 
46  The ACCC also collected information from Westpac General Insurance Limited (Westpac). On 1 July 2021 Allianz 

announced it has completed the acquisition of Westpac’s general insurance business. Allianz, Allianz completes 
transaction to purchase Westpac’s general insurance business, 1 July 2021.  

47  The data we collected for the purposes of this report relates to a period prior to Hollard Holdings Australia Pty Ltd’s 
acquisition of CommInsure’s general insurance business on 30 September 2022. CommInsure, Completion of the sale of 
CommInsure General Insurance to Hollard Holdings Australia, 30 September 2022. 

https://www.allianz.com.au/media/news/2021/allianz-completes-transaction-to-purchase-westpac-general-insurance-business
https://www.allianz.com.au/media/news/2021/allianz-completes-transaction-to-purchase-westpac-general-insurance-business
https://www.commbank.com.au/articles/newsroom/2022/09/commbank-hollard-insurance.html
https://www.commbank.com.au/articles/newsroom/2022/09/commbank-hollard-insurance.html


ACCC Insurance Monitoring Report 2022   21 

• AIG Australia Limited 

• Auto & General Insurance Company Limited 

• Chubb Insurance Australia Ltd 

• Hollard Holdings Australia Pty Ltd 

• RAC Insurance Pty Ltd  

• Sure Insurance Pty Ltd 

• Zurich Australian Insurance Limited. 

We have consulted, and will continue to consult, with a range of stakeholders with an 
interest in insurance issues affecting communities and businesses in cyclone risk areas, 
including insurers, local chambers of commerce, consumer advocates, strata groups, and 
government agencies.  

We have also drawn on publicly available reports and sources of information and discuss 
these where relevant throughout this report. 
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2. Market developments 
In this chapter, we provide a snapshot of general insurance market developments and 
observations since the ACCC concluded the NAII in 2020. This is not an exhaustive 
examination of all issues and events that have occurred in the intervening years but provides 
some context to both the current market situation and the introduction of the Pool.  

2.1. Extreme weather events and worsening affordability outcomes  
Recently released research from groups such as the Actuaries Institute, the McKell Institute, 
and the Insurance Council of Australia discuss the rising cost of Australian general insurance 
premiums in the face of more frequent and extreme weather events, and worsening 
affordability outcomes, particularly for low socio-economic groups. While these reports are 
not limited to the effect of cyclones, they provide useful insight into general market 
conditions. 

The Insurance Council of Australia’s Insurance Catastrophe Resilience Report for 2021-
2022 noted that, at the time of release, the south-east Queensland and northern New South 
Wales floods had so far cost the insurance industry $5.28 billion – almost triple the cost of 
the 2011 Brisbane floods.48 The McKell Institute’s report ‘The Cost of Extreme Weather’ 
estimates that, on average, each Australian household paid $1,532 in 2021–22 due to the 
price impacts of extreme weather events (from a combination of government recovery 
spending, insurance costs, uninsured damage and supply chain shortages).49 On the current 
trend, the McKell Institute expects this figure to grow to $2,509 per annum by 2050, which 
equates to a total economic cost of $35.24 billion.50  

The Bureau of Meteorology’s tropical cyclone outlook for 2022–23 predicts increased risk of 
widespread flooding for eastern and northern Australia, and an increased risk of an above 
average number of tropical cyclones and tropical lows.51  

The Insurance Council of Australia reported that the increasing cost of insurance is causing 
greater incidence of non-insurance and underinsurance.52 The Actuaries Institute’s Green 
Paper titled Home Insurance Affordability and Socioeconomic Equity in a Changing Climate 
(2022) similarly reported that increasing affordability pressures combined with low levels of 
insurance literacy has led to rising levels of non-insurance amongst many low-income 
households. This is because these households are prioritising other expenses over home 
and contents insurance.53  

The Actuaries Institute also found that the median annual home insurance premium for 
‘vulnerable’ households equalled 7 weeks of gross household income, while the median for 
the ‘base population’ was one week of gross household income.54 It found that areas 
suffering high and extreme home insurance affordability pressures are concentrated in 
Northern Queensland and the top of the Northern Territory, which is driven by their high 

 
48  Insurance Council of Australia, Insurance Catastrophe Resilience Report 2021-22, September 2022, p 2.  
49  The McKell Institute, The Cost of Extreme Weather – Building Resilience in the Face of Disaster, September 2022, p 24–

26. 
50  The McKell Institute, The Cost of Extreme Weather – Building Resilience in the Face of Disaster, September 2022.  
51  Bureau of Meteorology, Tropical Cyclone Outlook 2022-2023, BoM website, issued 10 October 2022, accessed 2 

November 2022.  
52  Insurance Council of Australia, Insurance Catastrophe Resilience Report 2021-22, September 2022, p 6.  
53  Actuaries Institute, Home insurance affordability and socioeconomic equity in a changing climate, August 2022, p 18.  
54  The Actuaries Institute’s measure of home insurance affordability – the Australian Actuaries Home Insurance Affordability 

(AAHIA) Index – is a ratio of the annual home insurance premium to the annual gross household income, expressed in 
weeks. The Actuaries Institute defines ‘vulnerable households’ as those one million households with AAHIA exceeding 4 
weeks. ‘Base households’ are the remaining Australian households and are considered to be experiencing no insurance 
affordability pressure to high pressure.  

https://insurancecouncil.com.au/resource/new-research-shows-every-australian-pays-for-extreme-weather/#:%7E:text=Commissioned%20from%20leading%20think%20tank,%242%2C500%20a%20year%20by%202050.
https://insurancecouncil.com.au/resource/new-research-shows-every-australian-pays-for-extreme-weather/#:%7E:text=Commissioned%20from%20leading%20think%20tank,%242%2C500%20a%20year%20by%202050.
http://www.bom.gov.au/climate/cyclones/australia/
https://insurancecouncil.com.au/resource/new-research-shows-every-australian-pays-for-extreme-weather/#:%7E:text=Commissioned%20from%20leading%20think%20tank,%242%2C500%20a%20year%20by%202050.
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cyclone risk combined with lower gross household incomes.55 The Actuaries Institute was of 
the view that climate change would only widen this affordability pressure gap between base 
and vulnerable households.56  

2.2. Related policy developments  
The introduction of the Pool is just one government policy intervention directed at better 
understanding and addressing insurance premiums, affordability and availability. A number 
of other measures have been announced at both the state and federal levels.  

In May 2021, the Australian Government launched the National Recovery and Resilience 
Agency, which combines expertise in natural disaster response, recovery and resilience. In 
September 2022, the National Resource Recovery Agency was merged with Emergency 
Management Australia to form the National Emergency Management Agency. This created a 
single agency to deliver a more coordinated approach to emergencies and prepare for future 
hazards and extreme weather events.57  

In March 2022, the Australian Prudential Regulation Authority (APRA) announced its 5-year 
roadmap for transforming its approach to collecting financial industry data from the entities it 
regulates. APRA has outlined plans to collect deeper, broader data sets that are able to be 
used in many different ways, including to explore issues beyond the horizon. APRA will also 
continue to strengthen its partnerships with peer agencies, with the aim that data can be 
collected once and shared, thus reducing burden on industry.58  

In May 2022, the Queensland Government announced the $741 million Resilient Homes 
Fund which is jointly funded with the Australian Government. This scheme is designed to 
help homeowners affected by flooding to raise, repair, retrofit or have their home voluntarily 
bought back.59 Similarly, $800 million of joint funding from the New South Wales 
Government and Australian Government was announced in October 2022 which will allow 
around 2,000 homeowners residents in flood prone areas of the Northern Rivers of New 
South Wales to have their homes voluntarily bought-back, raised or retrofitted.60  

Also, in September 2022, the Australian Government committed $200 million annually 
through the Emergency Response Fund for disaster prevention and resilience.61 It 
formalised this commitment in the Federal Budget handed down on 25 October 2022, along 
with a $22.6 million package of measures to help reduce the cost of insurance in disaster 
prone areas.62 These measures include: 

• the creation of the Hazards Insurance Partnership; a forum for ongoing collaboration 
and engagement between insurers, government, and other stakeholders to 
collaborate to reduce extreme weather risk 

• the creation of a national dataset on insurance affordability, underinsurance, and 
non-insurance issues to help with policy decision making 

 
55  Actuaries Institute, Home insurance affordability and socioeconomic equity in a changing climate, August 2022, p 18.  
56  Actuaries Institute, Home insurance affordability and socioeconomic equity in a changing climate, August 2022, p 7.  
57  Australian Government, Senator the Hon. Murray Watt, New agency to deliver support before, during and after disasters 

[media release], 31 August 2022, accessed 2 November 2022.  
58  APRA, APRA lays out five-year data collection roadmap [media release], 31 March 2022, accessed 8 December 2022. 
59  Queensland Government, About the Resilient Homes Fund, accessed 10 November 2022.  
60  New South Wales Government, Northern Rivers' voluntary buy backs to start [media release], 28 October 2022, accessed 

9 November 2022.  
61  Australian Government, Senator the Hon. Murray Watt, Disaster Ready Fund to deliver long term resilience [media 

release], 7 September 2022, accessed 2 November 2022. 
62  Australian Government, Budget October 2022-2023- Building a better future, October 2022, p. 33, accessed 2 November 

2022; Senator the Hon Murray Watt and Hon Stephen Jones, Landmark funding to help reduce insurance costs, media 
release, 26 October 2022. 

https://recovery.gov.au/
https://recovery.gov.au/
https://minister.homeaffairs.gov.au/MurrayWatt/Pages/new-agency-deliver-support-disasters.aspx
https://www.apra.gov.au/news-and-publications/apra-lays-out-five-year-data-collection-roadmap
https://www.qld.gov.au/housing/buying-owning-home/financial-help-concessions/resilient-homes-fund/about
https://www.nsw.gov.au/media-releases/northern-rivers-voluntary-home-buy-backs-to-start
https://minister.homeaffairs.gov.au/MurrayWatt/Pages/disaster-ready-fund-deliver-long-term-resilience.aspx
https://budget.gov.au/2022-23-october/content/stronger-economy.htm#m5
https://minister.homeaffairs.gov.au/MurrayWatt/Pages/landmark-funding-to-help-reduce-insurance-costs.aspx
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• the creation of a mitigation solutions repository to hold proven and reliable mitigation 
measures that can be deployed as appropriate to reduce risks associated with 
different perils 

• scoping work to identify opportunities for public-private partnerships that reduce risk 
and put downward pressure on insurance premiums. 

The package also includes an intent to develop standard insurance definitions for key natural 
hazards and a review of the standard cover regime.63  
The ACCC has engaged with and will continue to work with government agencies 
responsible for these related policy developments as its monitoring role develops. This will 
include engagement both in relation to the substantive outcomes of these initiatives, as well 
as the data collection processes under the various programs. 

2.3. New entry and exit into insurance markets 
The NAII Final Report reported that the vast majority of residential home, contents and strata 
insurance in northern Australia was provided by 8 insurers.64 Suncorp, Allianz, CommInsure, 
IAG, QBE, RACQ, Westpac, and Youi operated in north Queensland, while Youi and RACQ 
generally did not supply in the Northern Territory or Western Australia. The NAII Final Report 
also noted that most of these insurers supply insurance to consumers through multiple 
distribution channels and under many different brand names.  

Since that report, there has been some changes in the market, with the sale of Westpac 
General Insurance Limited and Westpac General Insurance Services Limited to Allianz 
completing in July 2021 and the sale of CommInsure General Insurance to Hollard Group 
completing in September 2022. However, most policies are still underwritten by a 
concentrated number of insurers. As noted in the NAII report, Sure Insurance entered the 
home, contents, and strata market in 2019 and continues to offer coverage in mainland 
regional Queensland from Maryborough to Cape York and west to Mt Isa.65 Although not a 
traditional insurer, another new entrant is Redicova, which recently entered the market with a 
parametric insurance product.  

Box 4: Parametric insurance  
Parametric cover is not widely used in Australian insurance markets at present.66 
Parametric insurance is based on setting up agreed criteria, or ‘parameters.’ When a pre-
defined risk event occurs and these parameters are met, the policy pays out the agreed pre-
determined lump sum amount. 
Redicova provides an agreed lump sum payment which is triggered when the BoM declares 
a severe tropical cyclone which passes over the insured’s address.67 Redicova’s founder 
describes the product as a financial ‘bandaid’ to help homeowners in the interim period after 
a cyclone hits and they are awaiting their claim to be processed and repairs to get 
underway.68 The amount paid is not related to actual damage sustained, as it would be for 
traditional insurance. 

 
63  Senator the Hon Murray Watt and Hon Stephen Jones, Landmark funding to help reduce insurance costs, media release, 

26 October 2022. 
64  ACCC, NAII Final Report, p 17.  
65  Sure Insurance, FAQs, Sure Insurance website, accessed 19 October 2022.  
66  Midland Insurance Brokers, Parametric Insurance - what is it, how it works and when to use it, n.d., accessed 9 November 

2022.  
67  Redicova, Fast Disaster Recovery Cash, Redicova website, accessed 19 October 2022.  
68  Daniel Wood, Can parametric insurance save Australia's natural disaster zones?, Insurance Business Australia website, 1 

December 2021, accessed 2 November 2022.  

https://minister.homeaffairs.gov.au/MurrayWatt/Pages/landmark-funding-to-help-reduce-insurance-costs.aspx
https://sure-insurance.com.au/faqs/
https://midlandinsurance.com.au/parametric-insurance/
https://redicova.com.au/
https://www.insurancebusinessmag.com/au/news/breaking-news/can-parametric-insurance-save-australias-natural-disaster-zones-318377.aspx
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As mentioned in section 1.3.2, the Pool aims to increase competition by encouraging insurer 
entry and participation in northern Australia. Allianz recently announced plans to enter the 
Pool with its householder portfolio in January 2023.69 Allianz stated that during 2023 it would 
also be looking at options to grow market share in Northern Queensland and Western 
Australia and believes its entry would inject greater competition into these markets. The 
ACCC will examine the effect of the Pool on insurer participation and competition in the 
supply of insurance as part of its monitoring role.  

69  Allianz, Cyclone Reinsurance Pool Submission 8: Inquiry into the Operation and Implementation of the Cyclone 
Reinsurance Pool, 18 November 2022, p 1. 
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3. Prices and costs in residential, strata and SME insurance 
This chapter examines the prices paid by consumers and businesses in the supply of 
residential, strata and SME insurance. It also reports on the costs involved in the supply of 
residential insurance. We used our information gathering powers to obtain policy and claims 
information and financial data from select insurers. Where appropriate, we combined this 
data with information collected in our previous NAII. The information we obtained was for the 
financial years prior to the commencement of the Pool on 1 July 2022. We will continue to 
collect subsequent information from insurers as we continue our monitoring in accordance 
with the direction we have received from government. 

As noted at subsection 1.3.3, for the purposes of our data analysis in this report, we 
collected information from the same insurers that we collected similar data from in the NAII. 

Comparisons between the data presented herein and that of the NAII should be interpreted 
with caution due to differences in the data collected. Specifically, one insurer was unable to 
be included in the prices analysis and 3 insurers were excluded in the costs analysis either 
due to limitations in what could be provided or the insurer’s inability to meet the timeframe 
required. Further, no policy and claims information was collected for 2019–20 or 2020–21, 
and therefore the actual movements within those intervening years may be different to the 
trend line presented in the analysis. 

We will update the information presented below in our reporting in 2023, once additional 
insurer information has been collected, analysed and combined with existing information. 
Our future reports will also include additional information on insurer profits. 

3.1. Prices 
This section provides information on insurance prices – that is, the premiums that 
consumers and businesses pay insurers for their insurance policies. There are several 
factors that can affect the premium paid by a consumer or business for insurance. Three 
factors which can have a significant impact on the premium paid are the peril risk ratings that 
apply to the property, the amount for which the property is insured (the sum insured) and the 
excess level selected. For this report, we look at insurance prices in 2 ways: average 
premiums, and average premiums per $100,000 sum insured. 

The average premiums presented are the mean value of the premiums for insurance 
products supplied by insurers at a postcode or regional level. They include GST, stamp duty 
and applicable levies, and are presented in real terms (in 2021–22 dollars). This means that 
reported premiums for previous years have been adjusted to remove the effect of general 
price inflation on price trends. They represent actual prices paid by consumers for insurance 
products, including any commissions built into premiums, but do not include additional fees 
that may be applied by an insurance broker or strata manager for arranging insurance. They 
do not include quoted premiums that were not ultimately taken up by consumers due to 
various reasons, including unaffordability.  

A premium per $100,000 sum insured measure, in addition to the above, accounts for 
differences in the amount a property is insured for, between policies and areas. The 
estimated sum insured for a building will generally be based primarily on the estimated 
rebuilding cost (and in some cases, an extra allowance for ancillary costs).70 Insurers 
generally apply an automatic indexation to the sum insured values as a measure to prevent 
underinsurance for renewing customers.71 Consumers have the option to accept the 

 
70  ACCC, NAII Final Report, p 32. 
71  ACCC, NAII Final Report, p 32. 
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suggested indexation, or pick a different sum insured value enabling them to over-insure and 
under-insure their properties.  

The figures in this section show average premium outcomes up until 30 June 2022. As such, 
they may not necessarily reflect the individual experiences of particular policyholders and  
more recent changes in premiums. For instance, the ACCC has received information about 
very large recent increases for certain policyholders, in excess of our average premium 
findings. We will continue to closely watch broader pricing outcomes throughout our 
monitoring. 

This analysis follows on from the NAII Final Report, where we found average premiums for 
home, contents and strata insurance in northern Australia had risen considerably over the 
last decade (to 2018–19) and were much higher than in other parts of the country.72  

3.1.1. Residential 

In this subsection, we look at the average premiums across a range of residential insurance 
products for both northern Australian and cyclone prone (CP) regions.73 For northern 
Australian regions, we combined our latest data with information collected as part of the 
NAII. This has allowed us to track average premiums from 2007–08 to 2021–22.74 For CP 
regions, we have produced a snapshot of average premiums for 2021–22.  

We also look at average premiums per sum insured across both region types.  

Average premiums 

Figure 3.1 below shows that average premiums for residential combined building and 
contents insurance in 2021–22 were highest throughout large areas of north Western 
Australia and the coastal area of north Queensland. Average premiums were relatively high 
in the Northern Territory and generally lower outside of northern Australia. However, based 
on the data received, there were also pockets of high average premiums in areas such as 
northern New South Wales and southern Queensland.  

 
72  ACCC, NAII Final Report, pp 22–59. 
73  As noted at subsection 1.2.1, northern Australian regions are predominantly areas north of the Tropic of Capricorn. More 

formally, northern Australia has the meaning given in section 5 of the Northern Australia Infrastructure Facility Act 2016 
(Cth); Cyclone prone regions are areas the ARPC has deemed to have non-negligible cyclone risks. These regions are 
divided by the relevant states of Western Australia, Northern Territory, Queensland and New South Wales, and include 
areas with low, medium and high cyclone risk. We will be monitoring changes in prices, costs and profits within cyclone 
pool regions as insurers enter the Pool. 

74  The NAII collected policy and claims data to 2018–19, while we collected data for 2021–22 as part of our insurance 
monitoring function. This means that we do not have information for the 2019–20 and 2020–21 financial years.  
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Figure 3.1: Average premiums for residential combined building and contents 
insurance in Australia, 2021–22  

 

Source: ACCC analysis of data obtained from insurers. The grey areas represent postcodes with insufficient information for an 
average premium figure to be calculated. 

 

Figures 3.2 to 3.4 below show the average premiums for residential combined building and 
contents insurance, building only insurance and contents only insurance, respectively, in 
northern Australian regions between 2007–08 and 2021–22. They show a considerable 
increase in average premiums across all 3 residential product types in north Western 
Australia between 2018–19 to 2021–22, in real terms. Major population centres in this region 
include Port Hedland, Broome and Karratha.  

The rising cost of premiums in this region was also noted in the NAII, with Western Australia 
accounting for 11 of the 12 northern Australia areas with the highest average combined 
home and contents insurance premiums.75 There may be several possible contributing 
factors for the significant increase in residential premiums for north Western Australia 

 
75  ACCC, NAII Final Report, p 27. 
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compared to other northern Australia regions. This includes differences in housing types 
compared to Queensland and the Northern Territory, higher housing prices and higher 
wages which have meant a greater ability to afford high insurance premiums (instead of 
being underinsured or uninsured).76 

These results also reinforce several other findings from the NAII: that consumers in northern 
parts of Australia pay more for residential insurance policies, and the prices for those regions 
have grown more quickly than for the rest of the country over the longer term.77 The results 
also indicate the increase has continued in recent times. For the Northern Territory and north 
Queensland, the average increase is less pronounced than for north Western Australia, but 
is certainly more rapid than for the rest of Australia over the period. 

We have observed that across all residential product types there were large increases in 
average premiums in north Western Australia from 2018–19 to 2021–22 and a general 
upward trend in premium prices for north Queensland (and to a lesser extent the Northern 
Territory) since 2007–08. Our observations are supported by the Actuaries Institute’s 
findings, that price and affordability pressures have worsened for households in these 
areas.78  

Figures 3.2 and 3.3 below show that average premiums for residential combined building 
and contents insurance and building only insurance since 2007–08 remained the highest in 
north Western Australia. They also show that the gap between north Western Australia and 
the other regions has widened in 2021–22 due to the considerable increase in north Western 
Australia between 2018–19 and 2021–22. The rest of Australia (that is, non-northern 
Australia) continued to have much lower average premiums in 2021–22. These charts also 
show a flattening of the upwards trend in average premiums in the Northern Territory and 
north Queensland since around 2012–13, although premiums were still considerably higher 
than the rest of Australia.  

We note, however, that this observed flattening may not necessarily be reflective of the 
experiences of all policyholders, many of whom have reported much larger increases on 
their premium bills. Firstly, we report on average figures and there may be larger or smaller 
increases (or decreases) on an individual level. Secondly, where we compare multiple years, 
we express our findings in real terms using 2021–22 as the base year. While this approach 
removes the effect of general price inflation from price trends, it also means that the nominal 
increases experienced by policyholders in their renewals will be higher than the figures 
presented.79 Future reports will explore other approaches that go beyond average premiums 
to better represent the diversity in individual experiences. 

 

 
76  Australian Bureau of Statistics, Western Australia - Outback (North): 2021 Census All persons QuickStats, ABS website, 

accessed 14 December 2022.  
77  ACCC, NAII Final Report, pp 25–29. 
78  Actuaries Institute, Home insurance affordability and socioeconomic equity in a changing climate, August 2022, p 7. 
79  For instance, in real terms, average premiums in the Northern Territory decreased by $10 between 2018–19 and 2021–22; 

in nominal terms, average premiums in this region increased by around $180. 

https://www.abs.gov.au/census/find-census-data/quickstats/2021/510
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Figure 3.2: Average premiums for residential combined building and contents 
insurance, northern Australian regions, 2007–08 to 2021–22, real $2021–22 

  
Source: ACCC analysis of data obtained from insurers. 

 

Figure 3.3: Average premiums for residential building insurance, 2007–08 to 2021–22, 
northern Australian regions, real $2021–22 

  
Source: ACCC analysis of data obtained from insurers. 
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Figure 3.4: Average premiums for residential contents insurance, 2007–08 to 2021–22, 
northern Australian regions, real $2021–22 

  
Source: ACCC analysis of data obtained from insurers. 

 

Figure 3.4 above shows the average premiums for residential contents only insurance in 
northern Australian regions between 2007–08 and 2021–22. Similar trends to the previous 
residential charts were also observed for average premiums for residential contents only 
insurance over the 2007–08 to 2021–22 period. However, the slight decrease and flattening 
of average premiums in the Northern Territory and north Queensland since around 2012–13 
for contents insurance might indicate that there are different cost drivers behind this product 
compared to building cover. We will continue to monitor this trend in future reports.  

Figure 3.5 below shows the average premiums for various residential insurance products in 
2021–22 by CP regions. The difference between a CP region and a northern Australia region 
is that northern Australian regions are predominantly areas north of the Tropic of 
Capricorn.80 CP regions, on the other hand, are regions that are classified as low, medium or 
high cyclone risk by the ARPC.81 These include areas below the Tropic of Capricorn that 
may have low or medium risk of cyclone, for instance Brisbane, Perth or northern New South 
Wales.  

 
80  More formally, northern Australia has the meaning given in section 5 of the Northern Australia Infrastructure Facility Act 

2016 (Cth). 
81  ARPC, October 2022 Premium Rate Assessment Report. 
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Figure 3.5: Average premiums for residential insurance, CP regions, 2021–22 

 

 
Source: ACCC analysis of data obtained from insurers. 

 

The CP Northern Territory region experienced the highest average premiums for residential 
building and contents ($2,226), residential building ($1,430) and residential contents ($436) 
products in 2021–22. The CP Queensland region was the second highest for the 3 product 
types, followed by CP New South Wales and CP Western Australia. The rest of Australia 
experienced the lowest average premiums across the 3 product types ($1,269 for residential 
building and contents, $901 for residential building insurance and $366 for residential 
contents). The large difference between CP Western Australia and CP Northern Territory 
could be explained by the high proportion of low cyclone risk (and therefore cheaper) 
policies within the broader CP Western Australia region, inclusive of Perth. This contrasts 
with the Northern Territory which likely has larger proportions of its population in higher risk 
cyclone areas.  

Average premiums per sum insured 

Sums insured have a large impact on premiums. While the exact effect will depend on a 
range of factors, the NAII Final Report found that increasing the building sum insured by 
$100,000 increases premium by between $200 and $400 in northern Australia.82 Building 
costs are generally higher in northern Australia for a variety of reasons, such as remoteness 
and the application of higher building standards.83 As a result, a house with particular 
characteristics may have a considerably higher estimated sum insured in northern Australia 
than it would in a capital city.84 Therefore, while average premium figures provide a good 
indication of the actual prices consumers pay for insurance, they do not take into account the 
differences in the sums insured or the nature of the insured property. 

 
82  ACCC, NAII Final Report, p 32. 
83  ACCC, NAII Final Report, p 32. 
84  ACCC, NAII Final Report, p 32. 
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Figures 3.6 and 3.7 below both reinforce several findings from the NAII. Firstly, consumers in 
northern parts of Australia paid more for residential insurance policies even when sum 
insured is factored into the average premium price.85 Secondly, average premiums per sum 
insured have not increased to the same extent as average premiums.86 This is largely due to 
the increase in sums insured for residential combined building and contents insurance and 
building only insurance over the same period.  

Average premiums per $100,000 sum insured for residential combined building and contents 
insurance (figure 3.6) reached a soft peak in 2012–13 for north Queensland and the rest of 
Australia. Average premiums per sum insured in both regions have since decreased by 
about 11% and 20% respectively between 2012–13 and 2021–22. The Northern Territory 
also experienced a decrease of about 2% over the same period. North Western Australia, 
however, experienced an increase of about 30%. 

Average premiums per $100,000 sum insured prices for residential building only insurance 
(figure 3.7) have largely stayed the same for the Northern Territory ($268 in 2021–22) and 
the rest of Australia ($207 in 2021–22) between 2007–08 and 2021–22. However, north 
Western Australia and north Queensland experienced increases of 75% to $839 and 96% to 
$514, respectively, over the same period. 

Figure 3.6: Average premiums per $100,000 sum insured for residential combined 
building and contents insurance, northern Australian regions, 2007–08 to 2021–22, 
real $2021–22 

  
Source: ACCC analysis of data obtained from insurers. 

 
85  ACCC, NAII Final Report, p 34. 
86  ACCC, NAII Final Report, p 35. 
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Figure 3.7: Average premiums per $100,000 sum insured for residential building 
insurance, 2007–08 to 2021–22, northern Australian regions, real $2021–22 

 
Source: ACCC analysis of data obtained from insurers. 

 

Figure 3.8: Average premiums per $100,000 sum insured for residential contents 
insurance, 2007–08 to 2021–22, northern Australian regions, real $2021–22 

 
Source: ACCC analysis of data obtained from insurers. 
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Figure 3.8 above shows that between 2007–08 and 2021–22, average premiums per 
$100,000 contents sum insured increased 6% in north Queensland (to $807), 62% in north 
Western Australia (to $1,349), and 6% in the Northern Territory. The rest of Australia 
experienced a decrease of 13% (to $466). As discussed previously for figures 3.2 and 3.3, 
the slight decrease and flattening of average premiums in the Northern Territory and north 
Queensland since around 2012–13 for contents insurance by sum insured may not be 
reflective of the experiences of particular policyholders who have reported increasing 
premium prices. This is due to our representation of prices in real terms and use of averages 
when presenting movements over time. We will continue to monitor this trend in future 
reports. 

Figure 3.9 below shows the average premiums per $100,000 sum insured for residential 
building and contents and residential building only products in 2021–22 by CP regions. The 
CP Northern Territory had the highest premiums per $100,000 sum insured for residential 
building and contents at $306. For residential building only insurance, CP Queensland had 
the highest premiums at $329. Similar to average premiums, the rest of Australia had the 
cheapest premiums per $100,000 sum insured for both product types, at $171 for residential 
building and contents and $188 for residential building only.  

Figure 3.9: Average premiums per $100,000 sum insured for residential insurance, CP 
regions, 2021–22 

 

 
Source: ACCC analysis of data obtained from insurers. 

 

3.1.2. Strata 

Under state and territory legislation, the body corporate or owners’ corporation must 
purchase strata insurance to cover the estimated total cost of replacing the common 
property of the strata scheme.87 Strata insurance covers loss and damage caused to strata 
title properties and the type of coverage will depend on the nature of the strata property. For 

 
87  ACCC, NAII Final Report, p 50. 
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instance, coverage for a free-standing property which is part of a strata complex may be 
limited to common areas. Strata insurance does not typically provide coverage for personal 
items and contents, so residents of strata complexes generally hold their own separate 
contents insurance.  

The premiums reported in this subsection are for entire strata complexes and do not account 
for the size of the complex or the number of dwellings covered.88 There can be wide 
variations in average annual premiums for strata policies, depending on the type and size of 
strata title property insured in the relevant area. They also do not include additional fees that 
may be applied by an insurance broker or strata manager for arranging insurance. 

In this subsection, we look at the average premiums for strata insurance for both northern 
Australian and the broader CP regions in each relevant state. We also look at strata 
insurance average premiums per sum insured across both region types. 

As noted earlier in the report, the data we presented below is less complete than the 
information presented in the NAII. Although the data is limited, we consider it provides a 
general indication of the average premiums for strata insurance in 2021–22. We will provide 
more complete data as part of our 2023 reporting, including changes in prices since the NAII 
Final Report. 

Average premiums 

Figure 3.10 below shows the average annual premiums for strata insurance by northern 
Australian regions in 2021–22. 

Figure 3.10: Average premiums for strata insurance, northern Australian regions, 
2021–22 

  
Source: ACCC analysis of data obtained from insurers. 

 
88  Properties covered under Industrial Special Risks insurance are excluded. Industrial Special Risks is a policy which covers 

key events and is a business and property insurance product generally for assets valued over $5 million. We have not 
undertaken analysis of Industrial Special Risks in this report, but it may be included in future reports. 
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The north Western Australia region had the highest average premium for strata insurance at 
$10,049. This was considerably higher than the other regions, and over 3 times more than 
the rest of Australia ($2,936). The Northern Territory had the second highest average 
premium at $6,596, followed by north Queensland at $5,331. Although broadly consistent 
with findings in the NAII, as mentioned above, there can be wide variations in average 
annual premiums for strata policies.89 

Figure 3.11: Average premiums for strata insurance, CP regions, 2021–22 

 

 
Source: ACCC analysis of data obtained from insurers. 

 

Figure 3.11 above shows that the CP Northern Territory region had the highest average 
premium at $7,100, around $3,000 per annum more than the next highest region (CP 
Queensland at $4,179). The CP New South Wales region had the lowest average premium 
of $1,961, though it should be noted this is a small geographic region with generally lower 
cyclone risk. The CP Western Australia region had average premiums of $3,021, similar to 
the rest of Australia at $2,809. This is in contrast with north Western Australia in figure 3.10, 
reflecting the potentially significant proportion of low cyclone risk strata properties in the CP 
Western Australia region. 

Average premiums per sum insured 

While there can be wide variations in average annual premiums for strata policies, looking at 
premiums per sum insured can to a certain extent consider the difference in the size of 
insured properties. 

 
89  ACCC, NAII Final Report, p 51. 



ACCC Insurance Monitoring Report 2022   38 

Figure 3.12: Average premiums per $100,000 sum insured for strata insurance, 
northern Australian regions, 2021–22 

  
Source: ACCC analysis of data obtained from insurers. 

 

Similar to the average premium findings in figure 3.10, figure 3.12 above shows that north 
Western Australia had the highest average premiums per $100,000 sum insured ($423), and 
more than 4 times higher than the rest of Australia ($97). Unlike in figure 3.10, the Northern 
Territory had a lower premium per $100,000 sum insured ($160) than in north Queensland 
($281). While this could be due to the variations in the types and sizes of strata properties 
across different regions, we will look to report further on these trends as we obtain additional 
policy-level information over the course of our monitoring. 
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Figure 3.13: Average premiums per $100,000 sum insured for strata insurance, CP 
regions, 2021–22 
 

 
Source: ACCC analysis of data obtained from insurers. 

 

Figure 3.13 above shows the average premiums per $100,000 sum insured for strata 
insurance by CP regions in 2021–22. The CP Northern Territory region had the highest 
premium per $100,000 sum insured of $161, while the rest of Australia had the lowest at 
$92. The CP regions of Western Australia, Queensland and New South Wales had 
premiums between $124 and $131 per $100,000 sum insured.  

3.1.3. SME 

Under our insurance monitoring role, we also monitor prices relating to the supply of SME 
insurance before and after the introduction of the Pool. To do this, we have aligned our 
definition of ‘SME’ to only include policies which will be covered by the Pool. This means that 
only SME policies with a sum insured limit of $5 million or under have been included.  

We have collected the following SME product types from insurers:  

• SME Building and Contents Insurance 

• SME Building Insurance 

• SME Contents Insurance 

• SME Business Interruption.90 

In this subsection we look at the average premiums for SME insurance for both northern 
Australian and CP regions. We also look at SME insurance average premiums per sum 
insured across both region types. 

 
90  SME Business interruption is an insurance contract which covers losses suffered by a business because of an inability to 

trade for a period of time due to cyclone or related flood damage. 



ACCC Insurance Monitoring Report 2022   40 

SME insurance products (also known as business packs) typically offer a broad range of 
cover options which are then tailored to meet the individual needs of a business. Because of 
this, the average annual premiums for SME policies may have wide variations depending on 
the coverage the SMEs have opted for. 

There are some limitations to the data presented in this subsection. For example, this type of 
SME information was not collected in our previous NAII. This means that we are not 
currently able to draw price comparisons of SME products over different time periods. 
Additionally, the premium prices presented below are averages so the findings may not 
represent certain outcomes or outliers. 

However, we will aim to address these points in future reports as we continue to collect SME 
pricing information over the course of our monitoring. We will report on movements in prices 
over time and explore different ways of presenting information (beyond averages) which 
capture changes experienced by a wider segment of policyholders. We will also monitor the 
effects of the Pool on prices in different regions. 

Average premiums 

Figure 3.14 below shows the average annual premiums for SME insurance by northern 
Australian regions in 2021–22. 

Figure 3.14: Average premiums for SME insurance, northern Australian regions, 2021–
22 

  
Source: ACCC analysis of data obtained from insurers. 

 

As seen in figure 3.14, across all SME product types, north Western Australia had the 
highest average premium prices. For example, for SME building and contents insurance, 
average premiums in north Western Australia were $4,701 – this is 192% higher than the 
rest of Australia, which had the lowest average premium at $1,609. For SME building only 
insurance this gap was even larger, with north Western Australia’s average premium 288% 
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higher than the rest of Australia ($4,928 and $1,270 respectively).91 The Northern Territory 
and north Queensland also had higher average premiums than the rest of Australia.  

Figure 3.15: Average premiums for SME insurance, CP regions, 2021–22 

 
Source: ACCC analysis of data obtained from insurers. 

 

Figure 3.15 above shows that the CP Northern Territory region had the highest average 
premiums across all SME insurance products. The average premiums for SME building and 
contents, for instance, was $3,639 in the CP Northern Territory, over $1,500 more than the 
next highest region (CP Queensland at $2,129). The rest of Australia had the cheapest 
average premiums for all SME insurance products except for SME building and contents 
insurance, which was cheapest in the CP New South Wales region ($1,204 in CP New 
South Wales compared to $1,560 for the rest of Australia). 

Average premiums per sum insured 

Figure 3.16 below shows the average annual premiums by sum insured for SME insurance 
by northern Australian regions in 2021–22. 

 
91  We note the result for SME building only insurance in north Western Australia appears unusually high, particularly in 

comparison to the north Western Australia SME building and contents insurance figure. We will look to undertake further 
analysis on the potential reasons for these results. 
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Figure 3.16: Average premiums per $100,000 sum insured for SME insurance, 
northern Australian regions, 2021–22 

  
Source: ACCC analysis of data obtained from insurers. 

 

Figure 3.16 shows that north Western Australia had the highest average premiums per 
$100,000 sum insured. However, the differences between the regions across both SME 
products are noticeably less than in figure 3.14. Another key difference between the 2 charts 
is that when sum insured is factored in, north Queensland had a higher average than the 
Northern Territory across both SME insurance products. This suggests that the Northern 
Territory has SMEs with higher associated sum insured values in comparison to north 
Queensland.  
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Figure 3.17: Average premiums per $100,000 sum insured for SME insurance, CP 
regions, 2021–22 

Source: ACCC analysis of data obtained from insurers. 

Figure 3.17 above shows the average premiums per $100,000 sum insured for select SME 
insurance products by CP regions in 2021–22. 

For SME building and contents, the CP Northern Territory region had the highest average 
premium per $100,000 sum insured, at $463. The CP Queensland region had the highest 
average premium per $100,000 sum insured for SME building insurance ($411), only 
marginally more than the CP New South Wales average ($406). The rest of Australia had 
the cheapest average premium per $100,000 sum insured across both SME product types.

3.2. Costs 
This section provides information on the costs incurred by insurers supplying select 
insurance products. We examine the relative sizes of cost categories for residential 
insurance product types across northern Australian regions. There are 4 main cost 
categories that insurers incur in supplying insurance products:  

• Claims costs – This includes costs such as the claims incurred and the cost of
handling and assessing claims. These costs tend to vary with the number of policies
written and the relative risk to the property insured.92 In this section we use a ‘net
claims expense’ measure of claims costs. Net claims expense is a measure of how
expensive the claims were for the insurer, and includes all costs incurred in
responding to claims, accounting for reinsurance and non-reinsurance recoveries.
Given the use of this net figure, which accounts for reinsurance recoveries, the
transition to the Pool may affect the costs in this category.

• Reinsurance costs – This includes the cost of premiums paid to reinsurers. These
costs tend to vary with the type of reinsurance purchased, the number of policies

92  ACCC, NAII Final Report, p 87. 
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written, the sum insured under the policies written, and the relative risk of the 
properties insured.93 Once insurers join the Pool, the effect on insurers costs should 
be most directly felt in this cost category, which will include both the reinsurance 
premium paid to ARPC and the reinsurance premiums paid to other reinsurers for 
non-Pool costs. 

• Underwriting costs – This includes levies, charges and acquisition costs which are 
incurred in obtaining and recording insurance contracts. These costs include selling 
and underwriting costs such as advertising and risk assessment, the administrative 
costs of recording policy information and premium collection costs.94 We have 
excluded commission costs from this category and have reported on this separately 
(see below).  

• Commission costs – This includes the costs of commission or brokerage paid to an 
intermediary for obtaining business for the insurer.95  

As noted at the start of this chapter, 3 insurers were excluded in the analysis of costs either 
due to limitations in what could be provided or their inability to meet the timeframe required. 
We will update the information presented below in our next report in 2023, once additional 
insurer information has been collected, analysed, and combined with existing information. 

We will also look to report on a fuller set of cost findings including expense per policy 
analysis of individual cost components and cost information relating to SME and strata 
insurance products in future reports.  

3.2.1. The proportions of cost categories 

Figures 3.18 and 3.19 below show the proportion that each cost type contributed to total 
insurer costs over 2021–22 for residential combined home and contents and residential 
building only insurance products respectively. While there were variations in the relative size 
of different cost components between regions, the proportions for each specific region were 
almost identical across the 2 product types. For example, for both residential combined 
home and contents insurance and residential building only insurance, north Western 
Australia had expenditure proportions of around 43% for net claims expense costs, 32% for 
reinsurance costs, 12% for underwriting costs and 13% for commission costs.  

For both residential combined home and contents and residential building only insurance 
product types, net claims expense was the largest cost category in all regions except north 
Queensland, where reinsurance expense was the largest at around 50%. This finding 
contrasts with what we found in the NAII Final Report, where north Western Australia was 
the region with the largest reinsurance expense in 2018–19.96 Given the shift in the trend, 
we will monitor this in future reports.  

Figures 3.18 and 3.19 also show that the Northern Territory and north Western Australia had 
proportionally larger underwriting and commission expenses in 2021–22. This reinforces 
findings in the NAII, where we found that this is due to the overall low number of policies and 
moderate claims experience in these 2 regions.97 

 
93  ACCC, NAII Final Report, p 88. 
94  ACCC, NAII Final Report, p 88. 
95  ACCC, NAII Final Report, p 88. 
96  ACCC, NAII Final Report, p 88. 
97  ACCC, NAII Final Report, p 88. 
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Figure 3.18: Proportion of expenditure related to each cost type for residential 
combined building and contents insurance, northern Australian regions, 2021–22 

 
Source: ACCC analysis of data obtained from insurers. 

 

Figure 3.19: Proportion of expenditure related to each cost type for residential 
building insurance, northern Australian regions, 2021–22 

 
Source: ACCC analysis of data obtained from insurers. 
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Figure 3.20: Proportion of expenditure related to each cost type for residential 
contents insurance, northern Australian regions, 2021–22 

 
Source: ACCC analysis of data obtained from insurers. 

 

Figure 3.20 above shows that for residential contents only insurance, net claims expense 
was the largest cost category in all regions except north Western Australia where 
reinsurance expense was the largest (at 35%). This finding reflected what we found in the 
NAII Final Report across all home, contents and strata products, where we explained that 
north Western Australia’s proportionally higher reinsurance expense was indicative of the 
high level of reinsurance insurers utilise in the region.98  

Similar to figures 3.18 and 3.19 above, the underwriting and commission costs associated 
with residential contents only insurance were proportionally lower in north Queensland 
compared to all other regions. This reflected findings from the NAII Final Report. However, 
we explained in the NAII Final Report that the observed lower underwriting and commission 
expense proportions in north Queensland were because of high claims expense throughout 
that period 2018–19, not necessarily because the average underwriting and commission 
expenses were lower than other regions.99 This appears to again be the case in 2021–22. 
Accordingly, we again note that these ratios can vary considerably from year to year 
depending on the claims experience.  

In the context of the Pool’s introduction, we note that the Pool is designed to lower the cost 
for insurers of reinsurance for cyclone-related damage. The above charts indicate that 
reinsurance and net claims expenses are significant cost components for insurers in all 
Northern Australia regions. Accordingly, the introduction of the Pool should have a direct 
impact on the overall costs faced by insurers for cyclone-related damage in those areas. 
This is further discussed in section 4.3, where we discuss insurers’ views about the Pool’s 
potential effect and likely savings for relevant insurance products. 

 
98  ACCC, NAII Final Report, p 88. 
99  ACCC, NAII Final Report, p 88. 
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However, the exact impact of the Pool on particular geographic regions (or particular 
customers) will vary significantly depending on various factors, including the inherent cross-
subsidy in the Pool’s premiums. We will explore these more granular assessments once 
insurers start entering the Pool. 
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4. Insurers’ proposed approach to implementing the Pool 
As outlined above in subsection 1.3.3, the ACCC has used its compulsory information 
gathering powers to obtain information and documents from 15 insurers about their supply of 
relevant insurance products, and their consideration of matters relevant to the Pool. We 
have collected a significant volume of internal documents from insurers and will continue to 
collect more documents over the course of our monitoring role. The findings of our analysis 
of price and cost information from certain insurers is set out in chapter 3.  

This chapter reports findings of interest from our review of internal documents from insurers 
and sets out our preliminary observations in relation to insurer views and commentary on: 

• insurer timing of, and approach to, joining and implementing the Pool 

• issues and challenges identified by insurers in participating in the Pool 

• the effect of the Pool and likely savings. 

4.1. Timing of and approach to joining and implementing the Pool 
As set out in chapter 1, insurers are not required to join the Pool until the end of 2023 (for 
large insurers) or 2024 (for small insurers), affording flexibility to the exact timing of entry 
and how they transfer their portfolios into the Pool. Information and documents we obtained 
from insurers suggest a number of considerations affecting the timing and approach to entry. 

Information and documents obtained from insurers suggest that most insurers consider 
themselves on track to join the Pool by the relevant legislative deadlines, although few of 
them appear to be planning to enter significantly ahead of the required deadline. At the time 
of writing, Allianz has been the only insurer to confirm its early entry to the Pool.100 

The factors affecting insurers’ readiness to join the Pool relate to implementation of required 
administrative changes, timely access to information about the Pool, and insurers’ current 
reinsurance arrangements. Overall, the documents indicate it is difficult for many insurers to 
decide on a conclusive implementation plan. That said, some insurers noted that there may 
be a competitive advantage to be gained by earlier entry to the Pool. There are a variety of 
approaches to implementing the Pool available to insurers and these are discussed in 
subsection 4.1.4.  

4.1.1. Administrative changes 

Several insurers referred to the time and cost of administrative changes affecting their 
approach to entry into the Pool. Insurers considered that the system, process and reporting 
changes needed to capture information required, to price the reinsurance premium 
applicable for eligible policies under the Pool, are significant. As explained in subsection 
1.2.3, the ARPC has developed the pricing formula that will apply to the Pool using property 
level data such as geography, building characteristics, and mitigation works.101 The ARPC 
recognised that some insurers do not currently collect all of the individual rating factors that 
are used to calculate the reinsurance premium applicable under the Pool.102  

System changes to collect this information have cost implications for insurers, in both time 
and resources. The scope of the necessary change management program is a recurring 

 
100  Allianz, Cyclone Reinsurance Pool Submission 8: Inquiry into the Operation and Implementation of the Cyclone 

Reinsurance Pool, 18 November 2022, p 1. 
101  ARPC, The Cyclone Pool, ARPC website, accessed 2 November 2022. 
102  ARPC, ARPC - Implementation and Pricing Structure Guide - as at 23 November 2022, 23 November 2022. 

https://arpc.gov.au/reinsurance-pools/cyclone/
https://arpc.gov.au/reinsurance-pools/cyclone/premium-pricing/
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theme in the documents provided by insurers and has influenced when and how they are 
likely to enter the Pool.  

For example, to calculate new retail premiums under the Pool, several insurers will need to 
collect additional information from their policyholders compared to that which they currently 
collect (such as individual house characteristics, the number of storeys, or the type of 
roofing). Some insurers expect they will need time to build this functionality into their 
systems. Furthermore, one insurer had concerns that requiring additional information from 
customers may create a negative user experience, noting that a simple quote process that 
involves fewer questions is more aligned to their chosen user experience principles. 

One insurer noted that if they can’t obtain the more detailed information about variables, 
such as building characteristics, a higher reinsurance default amount corresponding to the 
highest rating factor will be applied to that policy. This may result in higher ARPC 
reinsurance premiums, and policyholders paying more under the Pool to cover this higher 
risk rating, while their risk may in fact be lower.  

The ARPC has stated in its implementation and pricing structure guide that it does not intend 
to ‘unduly penalise insurers who do not collect this information at the commencement of the 
Pool… However, the rates for Unknowns are likely to be revised upwards in the future after 
insurers have had sufficient time to collect this data.’103 

4.1.2. Access to Pool information 

Another challenge to insurers developing the Pool’s implementation plans has been the 
timing of information being made available on the Pool’s structure and premiums. For 
example, the timeline for finalisation of reinsurance premium rates that will apply to the Pool 
meant that insurers were unable to fully determine the cost versus benefit of entering the 
Pool early. This resulted in making definitive decisions around timing, approach, or passing 
on of savings difficult. For example, RACQ considered it would not be able to enter the Pool 
when it came into effect on 1 July 2022 because ‘policy decisions that imposed complexity 
and restrictions have held us back from joining from the start date.’104 

Many insurers also expressed concern that the required pricing parameters were not made 
available to them until May 2022, providing insufficient time for rapid entry into the Pool. As 
early as December 2021, the proposed timing of pricing was raised as a concern in reaction 
to the release of the exposure draft legislation by the government on the Pool. For example, 
RACQ stated:  

[Our] pool participation will require an exact understanding of the liabilities the pool is 
covering and what value the market will put on these liabilities… if the modelling and 
the pricing formula was provided well before next April, [we] would be in a stronger 
position to participate in the pool earlier.105 

4.1.3. Timing of other non-APRC reinsurance negotiations 

The timing of negotiations for other non-ARPC reinsurance arrangements over the next 12 
months was also mentioned as having a significant impact on insurers’ approach and timing 
of entry to the Pool. As explained in Box 1, insurers purchase reinsurance to protect 
themselves against large losses from catastrophic events. These contracts are generally 

103  ARPC, ARPC - Implementation and Pricing Structure Guide - as at 23 November 2022, 23 November 2022, p 11. 
104  RACQ, Submission 7 to Joint Select Committee on Northern Australia Cyclone Reinsurance Pool Inquiry, 11 November 

2022, p 1. 
105  RACQ, RACQ submission to Cyclone Reinsurance Pool Taskforce, exposure draft legislation consultation, 17 December 

2021, p 15. 

https://www.aph.gov.au/Parliamentary_Business/Committees/Joint/Northern_Australia/CycloneReinsurancePool/Submissions
https://treasury.gov.au/consultation/c2021-226351
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negotiated annually and (noting the significance of reinsurance costs as outlined in 
subsection 1.2.2) can have a significant impact on retail premiums. Insurers are required to 
transfer their risk for cyclones and cyclone-related flood damage to the Pool.106 In doing so, 
insurers will need to separate out cyclone and cyclone-related flood risk from their existing 
reinsurance contracts as they enter into reinsurance agreements with the ARPC.107  

In the information provided to us, some insurers noted that they feel restricted in timing their 
entry to the Pool by the timing of the expiry of their existing reinsurance contracts.108  

One insurer also noted that there would be a significant amount of administrative work 
required to redefine existing pricing models for the remaining cyclone risks not covered by 
the Pool. This in turn adds complexity to negotiations for reinsurance to cover those 
remaining cyclone risks obtained outside of the Pool’s scope. The ARPC has provided 
insurers with detailed guidance material and reports on its modelling to assist the 
implementation process. The ARPC recognises however that ‘actual changes to reinsurance 
rates are an outcome of possibly complex negotiations with reinsurers and that some 
insurers won't have established processes, or the information readily available, to make 
some of the necessary calculations.’109 

Ongoing challenges for insurers around ARPC and non-ARPC reinsurance are discussed in 
subsection 4.3.1 below.  

4.1.4. Flexible approach to Pool entry creates opportunities for insurers 

While the above factors are contributing to many insurers’ preparedness to enter the Pool, 
some insurers noted that the flexibility in how they are allowed to enter the Pool provides the 
opportunity to pilot a staged entry and implement the Pool premiums for “easier” portfolios 
earlier. Subsequent to our document collection exercise, Allianz announced in November 
2022 that it would be joining the Pool with a partial portfolio entry: 

Allianz has an accelerated program of work underway to operationalise participation 
in the [Pool] and plans to transition our householder portfolio… by 1 January 2023. 
This will be followed by other eligible classes…110 

 

Box 5: Onboarding insurance companies into the Pool 
Insurers have discretion over how they choose to transfer their portfolios into the Pool, with 
consideration being given to the complexity and timing of the transition.111 This may consist 
of a:  

• One-off transfer basis, where insurers transfer, in part or wholly, their policies in bulk. 
• Run-on basis, where insurers transition existing policies into the Pool as they come 

up for renewal.  
 

 
106  ARPC, The Cyclone Pool – Insurer onboarding, ARPC website, accessed 15 November 2022.  
107  ARPC, The Cyclone Pool – Insurer onboarding, ARPC website, accessed 15 November 2022.  
108  IAG, IAG submission to Cyclone Reinsurance Pool Taskforce, exposure draft legislation consultation, 17 December 2021, 

p 7. 
109  ARPC, ARPC - Implementation and Pricing Structure Guide - as at 23 November 2022, 23 November 2022.  
110  Allianz, Cyclone Reinsurance Pool Submission 8: Inquiry into the Operation and Implementation of the Cyclone 

Reinsurance Pool, 18 November 2022, p 1.  
111  ARPC, The Cyclone Pool – Insurer onboarding, ARPC website, accessed 15 November 2022.  

https://arpc.gov.au/reinsurance-pools/cyclone/insurer-onboarding/
https://arpc.gov.au/reinsurance-pools/cyclone/insurer-onboarding/
https://treasury.gov.au/consultation/c2021-226351
https://arpc.gov.au/reinsurance-pools/cyclone/insurer-onboarding/
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4.2. Issues and challenges for insurers in implementing the Pool  
Insurers identified several issues and challenges that may arise when implementing the 
Pool, and the 2 most commonly identified concerns are summarised below. 

4.2.1. Uncertainty about whether claims arise within a ‘cyclone event’ 

As noted at subsection 1.2.1, the Pool is legislated to cover losses arising during a ‘cyclone 
event’ which lasts from the time a cyclone begins until 48 hours after the cyclone ends. This 
demarcates exactly what is (and is not) covered by the Pool.112  

However, a major point of concern expressed by many insurers, both in internal documents 
and publicly, relates to the potential difficulty of determining whether relevant claims arise 
within a cyclone event. Several insurers stated that this was their main reservation with the 
Pool’s design. For example, one insurer was concerned about what this would mean for their 
engagement with policyholders making claims following a cyclone, and stated: 

Do we need to interrogate them to understand whether the loss event was within 48 
hours [of a cyclone ending]?  

Additionally, various insurers in internal documents considered that the Pool’s defined 
coverage period of 48 hours after a cyclone ends is significantly shorter than the equivalent 
period that is currently common within the industry, being 7 days. One insurer provided 
examples of cyclones in Australia’s history (namely Cyclones Yasi and Debbie) where 48 
hours would have provided insufficient coverage. RACQ has publicly stated that Cyclone 
Oswald caused most of its damage after it made landfall and was downgraded, meaning 
most damage occurred down Queensland’s coastline after the 48-hour period and virtually 
no losses would have been covered.113  

Further, some insurers indicated that the 48-hour period would have provided no coverage 
for riverine flood caused by Cyclone Seth, which was downgraded to a subtropical low 
pressure system (or an ex-Tropical Cyclone) more than 48 hours before making landfall and 
causing significant damage along the Queensland coast. 

These sentiments are also reflected in other public statements by insurers. For example, in 
its submission to the Senate’s Standing Committee on Economics which considered the 
Pool’s proposed design, RACQ stated: 

RACQ has looked back at every cyclone that has incurred losses since Cyclone Larry 
in 2006. RACQ members incurred more than $532 million in insurance losses (in 
today’s terms) across 11 cyclones during this period. Approximately one third – $160 
million – of this total would not have been covered by the pool had it been in place.114 

Similarly, Sure Insurance has publicly stated: 

…the pool will not cover all cyclone and related flood scenarios, which creates a 
cover gap. On Sure's modelling, we believe that around 30 per cent of total cyclone 
risk will still be covered directly by insurers and not covered within the pool. What this 
means is that insurers will still need to price, and buy reinsurance for, cyclone risk in 

 
112  Terrorism and Cyclone Insurance Regulations 2003 (Cth) r.5D; Terrorism and Cyclone Insurance Act 2003 (Cth) ss.8F; 

Australian Parliament, Senate Economics Legislation Committee Hansard; Treasury Laws Amendment (Cyclone and 
Flood Damage Reinsurance Pool) Bill 2022, 8 March 2022, p 41, accessed 30 November 2022. 

113  RACQ, Submission 8 to the Senate Standing Committee on Economics, Treasury Laws Amendment (Cyclone and Flood 
Damage Reinsurance Pool) Bill 2022, March 2022, p 6 

114  RACQ, Submission 8 to the Senate Standing Committee on Economics, Treasury Laws Amendment (Cyclone and Flood 
Damage Reinsurance Pool) Bill 2022, March 2022, p 4. 

https://www.legislation.gov.au/Details/F2022C00437
https://www.legislation.gov.au/Details/C2022C00130
https://parlinfo.aph.gov.au/parlInfo/download/committees/commsen/25678/toc_pdf/Economics%20Legislation%20Committee_2022_03_08_Official.pdf;fileType=application%2Fpdf
https://parlinfo.aph.gov.au/parlInfo/download/committees/commsen/25678/toc_pdf/Economics%20Legislation%20Committee_2022_03_08_Official.pdf;fileType=application%2Fpdf
https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Economics/TLABReinsuranceBill/Submissions
https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Economics/TLABReinsuranceBill/Submissions
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addition to the pool. This further adds to policyholder cost and further erodes the 
chance of savings. We fail to see how being compelled to buy two reinsurance covers 
can equate to savings.115 

Several insurers were also concerned that riverine floods may continue damaging property 
and generating claims for significantly longer than 48 hours after a cyclone’s declared 
ending. Insurers indicated this feature of the Pool’s design would then require insurers to 
seek reinsurance for the market to remain protected from those cyclone-related losses, 
particularly from riverine flooding, occurring more than 48 hours after the declared end of a 
cyclone. One insurer summarised their position on the claims period by stating ‘the claims 
period will do more harm than good, and will hold the Pool back from achieving its 
objectives.’  

On 25 November 2022 the Australian Parliament’s Joint Select Committee on Northern 
Australia heard several submissions about the length of the Pool’s cyclone event period 
(amongst other matters) from a range of stakeholders including insurers, consumer 
advocates and the Australian Government Actuary.116 The Joint Select Committee’s inquiry 
was ongoing as at the date of this report.  

4.2.2. Concerns that the Pool will impose an ongoing administrative and 
technical burden on insurers 

Insurers noted that operating under the Pool will impose an ongoing administrative and 
technical burden.  

These burdens include the ongoing requirement to identify and separate claims that were 
incurred within a cyclone event from those that may have occurred after the cyclone event. 
This issue may be particularly relevant to cyclone-related flood events that commence, but 
do not peak, within 48 hours of a cyclone’s declared end. For example, the Insurance 
Council of Australia has stated: 

In practice, there are likely to be questions about whether damage falls inside or 
outside of the 48-hour period and within what geographical distance which may 
require additional claims management practices and therefore, frictional costs (for 
example, hydrologist and other expert reports may be required). This will impact the 
potential premium savings that can be passed through to customers.117 

4.3. Insurer views on the effect of the Pool and likely savings  
The Insurance Council of Australia has described the Pool as an ‘important next step’ to 
improve the affordability and availability of insurance for those living with the threat of 
cyclones.118 However, insurers have in both internal and external documents expressed a 
variety of different views about the Pool’s potential ability to reduce input costs and reduce 
retail premiums in line with the government’s objectives.  

Some of the insurer views about the Pool’s potential effect and likely savings for relevant 
insurance products are summarised below. 

 
115  Australian Parliament, Senate Economics Legislation Committee Hansard; Treasury Laws Amendment (Cyclone and 

Flood Damage Reinsurance Pool) Bill 2022, 8 March 2022, p 11, accessed 30 November 2022. 
116  Australian Parliament, Joint Select Committee on Northern Australia – Cyclone Reinsurance Pool, 25 November 2022. 
117  Insurance Council of Australia, Insurance Council of Australia submission to the Senate Standing Committee on 

Economics, Treasury Laws Amendment (Cyclone and Flood Damage Reinsurance Pool) Bill 2022, 7 March 2022, p 4. 
118 Insurance Council of Australia, Insurance Council of Australia submission to Cyclone Reinsurance Pool Taskforce, 

exposure draft legislation consultation, 17 December 2021, p 1. 

https://parlinfo.aph.gov.au/parlInfo/download/committees/commsen/25678/toc_pdf/Economics%20Legislation%20Committee_2022_03_08_Official.pdf;fileType=application%2Fpdf
https://parlinfo.aph.gov.au/parlInfo/download/committees/commsen/25678/toc_pdf/Economics%20Legislation%20Committee_2022_03_08_Official.pdf;fileType=application%2Fpdf
https://www.aph.gov.au/Parliamentary_Business/Hansard/Hansard_Display?bid=committees/commjnt/26360/&sid=0006
https://treasury.gov.au/consultation/c2021-226351
https://treasury.gov.au/consultation/c2021-226351
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4.3.1. The Pool may increase the total cost of reinsurance  

A number of insurers were concerned that the Pool may increase the overall cost of their 
reinsurance, once they incurred both the ARPC and non-ARPC components, and thereby 
offset any reduction that may otherwise occur for cyclone-related reinsurance premiums. In 
particular: 

• Some insurers raised concerns with one aspect of the Pool’s design which may 
necessitate their purchase of additional cyclone reinsurance outside of the Pool and 
may add to the overall cost of covering cyclone-related risks. In particular, some 
insurers indicated that the additional cost of obtaining cover for cyclone-related 
losses (particularly from riverine floods) occurring beyond the cyclone event period 
would be passed through to consumers.119 As noted above, Sure Insurance 
estimated that 30% of total cyclone risk will not be covered by the Pool and non-
ARPC reinsurance would accordingly need to be purchased to cover this gap.120  

• Several insurers have expressed views that removing (or substantially reducing) 
private reinsurers’ ability to cover cyclone-related events will effectively increase 
reinsurers’ relative exposure to non-cyclone related risks in Australia – and this 
reduction in risk diversification may result in reinsurers increasing premiums for non-
cyclone risks.121 As the Insurance Council of Australia notes: 

Expected premium savings should be understood in commercial 
context. Insurers already have reinsurance treaties in place, often 
with global reinsurers. Such treaties are typically taken out on a 
‘whole of book’ basis, meaning that Australian insurers are quoted a 
reinsurance price for all risks within their portfolio.  
As the reinsurance pool would cover one particular risk, insurers will 
need to negotiate specific carve-outs to avoid paying twice for the 
same risk and may lose diversification benefit in doing so. Premium 
reductions will therefore be driven by the ability of insurers to capture 
savings through commercial re-negotiations.122 

As such, those insurers considered such a development would offset any benefit that 
may otherwise arise from the Pool.  

Consistent with the government’s direction, the ACCC will be closely monitoring the Pool’s 
effect on reinsurance premiums, and how this affects prices, costs and profits relating to the 
supply of goods and services in the general insurance industry.123 

 
119  Australian Parliament, Senate Economics Legislation Committee Hansard; Treasury Laws Amendment (Cyclone and 

Flood Damage Reinsurance Pool) Bill 2022, 8 March 2022, p 11, accessed 30 November 2022. 
120  Australian Parliament, Senate Economics Legislation Committee Hansard; Treasury Laws Amendment (Cyclone and 

Flood Damage Reinsurance Pool) Bill 2022, 8 March 2022, p 11, accessed 30 November 2022. 
121  Australian Parliament, Senate Economics Legislation Committee Hansard; Treasury Laws Amendment (Cyclone and 

Flood Damage Reinsurance Pool) Bill 2022, 8 March 2022, p 17, accessed 30 November 2022; Suncorp, Submission to 
the NAII second update report, 3 September 2019, p 5; Insurance Council of Australia, Insurance Council of Australia 
submission to Cyclone Reinsurance Pool Taskforce, exposure draft legislation consultation, 17 December 2021, p 3. 

122  Insurance Council of Australia, Insurance Council of Australia submission to the Senate Standing Committee on 
Economics, Treasury Laws Amendment (Cyclone and Flood Damage Reinsurance Pool) Bill 2022, March 2022, p 3. 

123  Australian Government, Competition and Consumer (Price Monitoring – General Insurance Policies) Direction 2022, 12 
January 2022, paragraphs 5–6.  
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https://treasury.gov.au/consultation/c2021-226351
https://treasury.gov.au/consultation/c2021-226351
https://www.legislation.gov.au/Details/F2022L00030
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4.3.2. Cross-subsidisation – concern about the scale of any premium rises 
for low-risk policyholders 

Based on initial reinsurance premium rates released in June 2022, the ARPC stated it 
expects low risk policyholders should pay comparable premiums for cyclone-related cover 
under the Pool.124 The ARPC has also stated that: 

The Cyclone Pool can achieve savings to policyholders as follows: 

• The Cyclone Pool will not need to charge a margin for the risk it takes on,
and therefore this leads to a saving in the total cost of cyclone insurance
costs.

• The Cyclone Pool can direct the margin savings to the highest risk
properties through its reinsurance premium setting.

• In the longer run, a centralised Cyclone Pool can provide incentives for
mitigation initiatives to lower the overall cost of cyclone to Australia.125

The ARPC has stated that the Pool’s main ‘saving’ stems from forgoing any margin on the 
provision of reinsurance. This saving will then be redirected to the highest risk properties 
through the reinsurance premium setting process (consistent with the government’s 
intention).  

Most insurers appeared to acknowledge that the Pool’s pricing formula seeks to reduce 
reinsurance costs by utilising the foregone margins that would otherwise be within 
reinsurance contracts, which can then reduce overall costs – particularly for high-risk 
policies.126 However, one insurer expressed concern that cross-subsidisation under the Pool 
may result in higher premiums for customers in low-risk zones.127 

As noted above in subsection 1.2.4, the ARPC’s revised modelling released in October 2022 
indicates that across all cyclone-affected areas covered by the Pool, approximately 29% of 
residential home policies are expected to see premium increases, although the majority of 
those policies are expected to experience only small increases of 0 to 5%.128  

4.3.3. Inflation may counteract the Pool’s downward pressure on prices 

Insurers have in both internal and external documents expressed concern that inflationary 
pressure in the sector will counteract any cost reduction that the Pool may otherwise 
achieve. For example, many insurers noted that the following factors have increased the 
cost of insuring consumers against property damage associated with natural perils (including 
floods and cyclones): 

• The increased incidence of natural perils in recent years, for example including the
eastern Australian floods in 2021 and 2022 (and the likelihood of a third consecutive
La Nina weather system in 2023).129

• Higher demand for construction trades, due to:

124  ARPC, Cyclone Reinsurance Pool – Summary of the Actuarial Premium Rate Assessment [PDF 3,914KB], June 2022, 
accessed 15 November 2022. 

125  ARPC, October 2022 Premium Rate Assessment Report. 
126  Insurance Council of Australia, Insurance Council of Australia submission to Cyclone Reinsurance Pool Taskforce, 

exposure draft legislation consultation, 17 December 2021, p 4. 
127  Australian Parliament, Senate Economics Legislation Committee Hansard; Treasury Laws Amendment (Cyclone and 

Flood Damage Reinsurance Pool) Bill 2022, 8 March 2022, p 11, accessed 30 November 2022. 
128  ARPC, October 2022 Premium Rate Assessment Report, p 27. 
129  Australian Financial Review (AFR), Insurers feed inflation spiral as premiums rise, 12 August 2022, viewed 8 November 

2022; AFR, La Nina a threat to Suncorp strategy, 22 July 2022, viewed 8 November 2022. 

https://arpc.gov.au/wp-content/uploads/2022/10/2022.07.08-Publication-ARPC-CRP-Premium-Rate-Assessment-Report-reissued-8-July-2022.pdf
https://treasury.gov.au/consultation/c2021-226351
https://treasury.gov.au/consultation/c2021-226351
https://parlinfo.aph.gov.au/parlInfo/download/committees/commsen/25678/toc_pdf/Economics%20Legislation%20Committee_2022_03_08_Official.pdf;fileType=application%2Fpdf
https://parlinfo.aph.gov.au/parlInfo/download/committees/commsen/25678/toc_pdf/Economics%20Legislation%20Committee_2022_03_08_Official.pdf;fileType=application%2Fpdf
https://www.afr.com/chanticleer/insurers-feed-inflation-spiral-as-premiums-rise-20220812-p5b99v
https://www.afr.com/chanticleer/la-ni-a-a-threat-to-suncorp-strategy-20220722-p5b3tl
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o A nationwide building and construction boom following the COVID-19
pandemic.130

o Local demand shocks in regions that have experienced ‘insurance
catastrophes’ (such as northern New South Wales following the recent
floods).131

• Supply-chain disruptions have driven up the cost of imported timber and other
relevant inputs in Australia, including because of the pressure placed on global
shipping by the COVID-19 pandemic and the effect of Russia’s invasion of
Ukraine.132

The cumulative effect of this inflationary pressure appears to have been significant. For 
example, one insurer said that claims inflations in the market is approaching 15 to 20% 
annually. 

Numerous insurers have referred to these inflationary pressures when announcing retail 
premium increases in 2022 (including Suncorp and IAG).133 Many others have expressed 
concern in internal documents that these cost pressures may ultimately counteract the 
Pool’s (downward) effect on retail premiums. 

Similarly, the ARPC has noted that: 

In the context of a hardening insurance market responding to high claims inflation and 
recent (non-cyclone related) natural perils costs, premium reductions arising from the 
Cyclone Pool may be difficult to observe in practice or dampened as these reductions 
may be offset by premium increases elsewhere.134 

As part of our monitoring function, the ACCC will be collecting data that looks to separate out 
the effects of the Pool from other cost drivers. 

4.3.4. Insurers support the Pool’s incentives for residential risk mitigation, 
to help reduce the overall cost of cyclone insurance 

A number of reports have stated that mitigation activities can reduce insurance costs, and 
therefore recommended measures to improve the resilience of properties and communities 
to natural hazards (as discussed in chapter 2 above).135 Similarly, the Insurance Council of 
Australia has submitted that risk mitigation, both by customers and through public 
infrastructure, is ultimately the most effective and sustainable way to reduce premiums in the 
long run.136  

130  AFR, Boom in construction built through the pandemic, 10 November 2021. 
131  AFR, Costs of rebuilding a flooded home to climb 20pc, 21 March 2022, viewed 8 November 2022; Insurance Council of 

Australia, Insurance Catastrophe Resilience Report 2021-22, 8 September 2022. 
132  The Conversation, Timber shortages look set to delay home building into 2023. These 4 graphs show why, 21 June 2022, 

accessed 8 November 2022. 
133  AFR, Insurers feed inflation spiral as premiums rise, 12 August 2022, viewed 8 November 2022; AFR, La Nina a threat to 

Suncorp strategy, 22 July 2022, viewed 8 November 2022. 
134  ARPC, October 2022 Premium Rate Assessment Report, p 5. 
135  Royal Commission into National Natural Disaster Arrangements, Chapter 19: Land-use planning and building regulation, 

28 October 2020; ACCC, NAII Final Report, pp xxviii–xxxi. 
136  Insurance Council of Australia, Insurance Council of Australia submission to Cyclone Reinsurance Pool Taskforce, 

exposure draft legislation consultation, 17 December 2021, p 2. 

https://www.afr.com/companies/infrastructure/boom-in-construction-built-through-the-pandemic-20211109-p597fb
https://www.afr.com/property/residential/costs-of-rebuilding-a-flooded-home-to-climb-20pc-20220318-p5a5pu
https://insurancecouncil.com.au/resource/new-research-shows-every-australian-pays-for-extreme-weather/#:%7E:text=Commissioned%20from%20leading%20think%20tank,%242%2C500%20a%20year%20by%202050.
https://theconversation.com/timber-shortages-look-set-to-delay-home-building-into-2023-these-4-graphs-show-why-185197
https://naturaldisaster.royalcommission.gov.au/publications/html-report/chapter-19
https://treasury.gov.au/consultation/c2021-226351
https://treasury.gov.au/consultation/c2021-226351
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Box 6: The Pool’s incentives for residential risk mitigation 
In line with the government’s policy intent and one of the key design principles of the Pool as 
outlined at subsection 1.2.2, the ARPC has attempted to maintain incentives for risk 
reduction and offer discounts for properties that undertake mitigation.137 ARPC states that in 
the longer run, a centralised Pool that incentivises risk mitigation should lower the overall 
cost of cyclones in Australia.138 
For residential policies, the Pool’s pricing formula will account for the following mitigation 
actions undertaken to a property: 

• window protection to all windows

• roof tied down

• new roof
• roller door braced or installed after 2012.139

Insurer documents generally expressed support for incorporating risk mitigation into the 
Pool’s pricing formula, though some insurers would like to see additional support for 
retrofitting homes to make them more resilient to cyclones, to help reduce risk and costs.140 

The ARPC has indicated that it will explore how the Pool might recognise building resilience 
in the pricing formula for SME and strata policies in future years – though this involves some 
additional complexity compared to existing insurer practices.141 

137  ARPC, ARPC - Implementation and Pricing Structure Guide - as at 23 November 2022, 23 November 2022, p 5. 
138  ARPC, October 2022 Premium Rate Assessment Report, p 8. 
139  ARPC, ARPC - Implementation and Pricing Structure Guide - as at 23 November 2022, 23 November 2022, p 8. 
140  Australian Parliament, Senate Economics Legislation Committee Hansard; Treasury Laws Amendment (Cyclone and 

Flood Damage Reinsurance Pool) Bill 2022 [PDF 600KB], 8 March 2022, pp 11–13, 16, accessed 30 November 2022. 
141  ARPC, The Cyclone Pool, ARPC website, accessed 10 November 2022; ARPC, ARPC - Implementation and Pricing 

Structure Guide - as at 23 November 2022, 23 November 2022, p 14. 

https://parlinfo.aph.gov.au/parlInfo/download/committees/commsen/25678/toc_pdf/Economics%20Legislation%20Committee_2022_03_08_Official.pdf;fileType=application%2Fpdf
https://parlinfo.aph.gov.au/parlInfo/download/committees/commsen/25678/toc_pdf/Economics%20Legislation%20Committee_2022_03_08_Official.pdf;fileType=application%2Fpdf
https://arpc.gov.au/reinsurance-pools/cyclone/
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5. Next steps
As set out in subsection 1.3.1, the ACCC is required to report at least once each calendar 
year on its findings in relation to monitoring the prices, costs, and profits for the supply of 
residential, small business and strata insurance before and after the introduction of the Pool. 

As no insurer is currently using the Pool, this first report has focused on the background and 
context to the Pool’s introduction and the ACCC’s monitoring role. Our future monitoring and 
reporting will expand as insurers join the Pool.  

We currently expect that subsequent reports will: 

• provide more detailed analysis regarding premiums and insurer costs, including
examining whether the Pool is delivering its intended savings to insurer costs,
assessing whether cost savings are being passed through to policyholders, and
looking at broader trends in overall changes to end user premiums

• provide additional information around insurer profits

• comment on the status of insurers in transitioning to the Pool

• examine the impact of the Pool on existing reinsurance arrangements

• examine the accessibility/availability of insurance, including the number of insurers
present in cyclone-prone regions and whether the Pool affects insurers’ willingness to
supply in cyclone-prone regions over time

• outline other contextual factors which may be impacting the accessibility and
affordability of insurance for households and small businesses in cyclone‑prone
areas across Australia.

In conjunction with this first report, the ACCC’s 2023 reporting will provide a benchmark that 
can be used to assess whether savings from the Pool are being passed through to 
policyholders as insurers enter the Pool during 2023 and 2024. This will assist in 
assessments of whether the Pool is delivering on its intended benefits. 

Future reports may also explore relevant recommendations made in the ACCC’s NAII that 
could work alongside the Pool to improve competition and affordability and accessibility of 
insurance in northern Australia. 

As part of our monitoring and reporting function, we will continue to consult with a wide 
range of stakeholders with an interest in insurance issues affecting communities and 
businesses in cyclone affected areas. This includes insurers, local chambers of commerce, 
strata groups, consumer advocacy groups and government agencies. 
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Appendix – Recommendations from the ACCC’s 2020 NAII 
Final Report 
This Appendix sets out the recommendations from the final report in the ACCC’s Northern 
Australia Insurance Inquiry, released in December 2020. To help governments and the 
insurance sector identify those recommendations that have the greatest potential to improve 
competition and/or consumer outcomes in insurance markets in northern Australia and more 
broadly, the report identified certain recommendations as ‘key recommendations.’ 

Making it easier to search for, and compare insurance products 

Key recommendations 

Recommendation 15.1 
Better disclosure of instalment surcharge costs 

Insurers should be required to provide the premium difference (if any) over the life of a 
policy between paying annually and paying by instalments, in dollar terms, at the time they 
provide an insurance quote, including on renewal notices. 
The lack of transparency by some insurers about the extra cost of paying by instalments makes it 
difficult for customers to understand their premiums and identify ways to save money. 

Recommendation 17.2 
Review and mandate standard cover 

The Treasury’s review of the standard cover regime should develop a proposal to mandate 
that insurers offering home and/or contents insurance product(s) should also offer a home 
and/or contents insurance product that does not deviate (through inclusions or exclusions) 
from the revised standard cover terms in the Insurance Contracts Regulations. 
By ensuring there is one common product from each insurer (but not necessarily each brand), 
consumers could easily benchmark insurers against each other. This should not limit an insurer 
from offering other products that provide cover that differs from the standard cover product but 
insurers should be required to clearly indicate how these products differ from their standard cover 
product. 

Recommendation 18.6 
Disclose premium impacts of optional inclusions and exclusions 

Insurers should be required to disclose the premium cost or saving for each optional 
inclusion or exclusion they offer to a consumer. Insurers should also indicate the premium 
cost of saving associated with incremental changes in excess levels and sums insured. This 
information should be provided to a consumer when an insurer provides a quote for a new 
policy and on a renewal notice. 
Providing consumers with information about the cost impact of optional inclusions and exclusions 
(for example, flood cover, accidental breakage cover) as well as variable costs (such as changing 
an excess or sums insured) will allow consumers to make more informed decisions about their 
choice of cover. 
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Recommendation 18.7 
National home insurance comparison website 

The Australian Government should consider developing a national home insurance 
comparison website. It should require the participation of all insures active in relevant 
markets, allow consumers to compare policies by features, and make it quick and easy for 
consumers to act on the results. 
An independent insurance comparison website may facilitate more informed consumer choice by 
assisting consumers to quickly and easily find insurers in their area and offering policies that meet 
their needs. Comparison websites can provide an opportunity for new entrants to increase 
consumer awareness of their brand at relatively low cost, reducing a barrier to entry. Enhanced 
comparability of products, such as through standardised definitions (recommendation 17.1) and 
mandated standard cover (recommendation 17.2), will assist in the effectiveness of such a website. 

Related recommendations 

Recommendation 7.1 
Insurers to report their brands and where they are writing new business 

Insurers should be required to report regularly to ASIC on the brands that they underwrite, 
and the postcodes in which new business has been written for home, contents and strata 
insurance products. 
This will provide greater transparency on which insurers underwrite which brands and assist 
consumers searching for alternative suppliers in their area. This would build on the Productivity 
Commission’s recommendation in the recent inquiry into competition in the Australian financial 
system that insurers should provide an up-to-date list of the brands they underwrite to ASIC and 
that ASIC should transparently publish this information as a list on its website. (PC 
recommendation 14.2). 

Recommendation 17.1 
Standardise definitions of prescribed events 

The Treasury’s review of the standard cover regime should develop a proposal to 
standardise the definitions of prescribed events (‘action of the sea,’ ‘impacts’ and ‘storm’) to 
enable greater certainty for consumers and comparability of products. 
New standard definitions should be drafted in a way that removes potential gaps in coverage 
between prescribed events, avoids the introduction of ambiguous concepts, and does not 
unnecessarily limit insurers’ scope for future beneficial product innovation. 

Recommendation 18.1 
Prominently publish Product Disclosure Statements and Key Fact Sheets 
online with product offerings 

Insurers should be required to publish key facts sheets and product disclosure statements 
online in a prominent manner and alongside the relevant products. 
These documents should be accessible prior to the commencement of the online quoting process, 
and accessible throughout the entire quoting process. This will facilitate more timely and 
convenient access for consumers to important information about products they are interested in 
buying. 
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Recommendation 18.2 
A link to MoneySmart should be on new quotes and renewal notices 

Insurers should be required to clearly inform consumers about the Australian Government’s 
MoneySmart website (www.moneysmart.gov.au). A link to MoneySmart using uniform 
wording should be provided on new quotes and renewal notices. 
MoneySmart includes information to help consumers understand insurance. This is an important 
opportunity to raise awareness of the usefulness of this website. 

Recommendation 18.8 
Renewal notices should give 28 days’ notice 

Insurers should be required to provide renewal notices for home, contents and strata 
insurance no less than 28 days before the expiration of their insurance cover, with a 
reminder to be sent no less than 7 days before expiration if it has not been renewed. 
The Insurance Contracts Act currently requires no less than 14 days’ notice. The current minimum 
timeframe does not provide consumers with sufficient time to consider their renewal quote and 
explore their insurance options. It also may not be sufficient time for some consumers to have 
ready-access to funds, including to avoid instalment surcharges. 

Recommendation 18.9 
Disclose the premium, sum insured and excess on a renewal notice 

Insurers should be required to clearly disclose, on renewal notices for home, contents and 
strata insurance, the sum insured and any excess of the expiring policy along with its 
premium. Insurers should also provide this information upon request. 
This will allow consumers to easily identify how the insurer proposes to vary these terms from the 
previous year and seek explanation of any changes. 

Recommendation 18.10 
Disclosure where premium increases are capped 

Insurers that have capped premium increases for particular risks (to slow the rate of 
adjustment to a higher technical price or other pricing objective) should be required to 
disclose this to an affected policy holder and provide an estimate of the timing and extent of 
premium increases that the insurer intends to apply in future. 
This will allow consumers to recognise price as a signal of risk and prepare for potential future 
premium rises, including through more fully informed mitigation investment decisions. 



ACCC Insurance Monitoring Report 2022  61 

Choosing the right amount of cover 

Key recommendation 

Recommendation 18.4 
Insurers should estimate a sum insured for customers 

Insurers should be required to estimate an updated sum insured for their home insurance 
customers and advise them of this estimate on their renewal notice. 
This estimate should note when the information used by the insurer to form the estimate 
was last updated by the consumer, and direct the consumer to contact the insurer if 
renovations/alterations to their home had occurred since then. Where the sum insured 
estimate is materially higher than provided for under the policy, the renewal notice should 
also include a warning to the customer about the dangers of their property being 
underinsured. 
Advice given by an insurer fulfilling this obligation should be excluded from being 
considered personal financial advice. 

Related recommendations 

Recommendation 18.3 
Better understand information that falls within ‘general financial advice’ 

The Insurance Council of Australia should engage with ASIC to gain a clearer understanding 
about the nature and type of information insurers can give to consumers within the meaning 
of providing general financial advice. 
This would ensure that insurers are not refraining from providing general information (for example, 
about rebuilding costs and building valuations), which would assist a consumer make an informed 
decision about their own situation. 

Recommendation 18.5 
Disclose costs that count towards ‘sum insured’ 

Insurers should be required to clearly disclose the types of costs that will count towards the 
sum insured amount for buildings (such as the costs of demolition, debris removal or for 
professional fees) where these are not provided for through a separate allowance under the 
policy. This information should be provided on any sum insured calculators used by the 
insurer and alongside the sum insured figure. 
This will help consumers understand why and how calculator estimations can differ and empower 
them to make more informed decisions about their nominated sum insured. It should be provided 
alongside the sum insured amount for a property, including in quotes for new policies, renewals 
and on certificates of insurance. 
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Dealing with conflicts of interest 

Key recommendations 

Recommendation 19.1 
Extend the ban on conflicted remuneration to insurance brokers 

The Corporations Regulations should be amended to remove the exemption for general 
insurance retail products from the conflicted remuneration provisions as they apply to 
insurance brokers. 
Commissions and other benefits given to insurance brokers can give rise to an unacceptable 
conflict of interest. As is already the case for other financial products, insurance brokers should be 
prohibited from receiving commissions and other benefits where these create a conflict with a 
broker’s obligation to act in the best interest of their clients. Disclosure alone is insufficient to 
address these conflicts. 

Recommendation 19.2 
Strata managers to be remunerated by body corporate only 

State and territory legislation governing strata managers should be amended to prohibit 
strata managers from accepting payments in relation to arranging strata insurance other 
than those agreed to, and made by, their body corporate. 
Strata managers should be required to negotiate any fees or payments for arranging insurance 
directly with the body corporate they are servicing. This would encourage remuneration 
arrangements that better align the interests of the strata manager and their clients. 

Related recommendation 

Recommendation 19.3 
Clear disclosure of products considered and remuneration 

Comparison websites and insurance brokers should be required to disclose a complete list 
of what home, contents, or strata insurance products they will consider in making a 
comparison or providing a recommendation to a consumer. This disclosure should be 
prominently displayed on the comparison website or insurance broker’s website and be 
provided to consumers before they engage the services of the comparison website or 
broker. 
If recommendation 7.1 (insurers to report their brands and where they are writing new 
business) is adopted, this disclosure should also refer consumers to this information. 
Finally, comparison websites should also be required to include, as part of this disclosure, 
the amount of commission and other remuneration that they receive for each product. 
Comparison websites and insurance brokers only consider a sub-set of the market when providing 
a quotation or recommendations. Consumers should clearly understand the breadth of search a 
comparison website or insurance broker they are looking to use will undertake. This requirement 
should not preclude an insurance broker from considering a new product while providing advice to 
a client, where this new product would not ordinarily be considered by the insurance broker (and 
therefore would not have been disclosed). 
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Addressing immediate affordability concerns 

Key recommendations 

Recommendation 3.1 
Abolish stamp duty on home, contents and strata insurance products 

The governments of Western Australia, the Northern Territory and Queensland should 
abolish stamp duties on home, contents and strata insurance products. State and territory 
revenue needs could be more equitably met through other means. 
It has been widely acknowledged that stamp duties on insurance products are an inefficient form of 
taxation. This recommendation is in line with recommendations from previous inquiries into 
insurance and taxation issues. 

Recommendation 3.2 
Re-base stamp duty; use stamp duty revenue for affordability and mitigation 

If stamp duties on insurance are maintained, the governments of Western Australia, the 
Northern Territory and Queensland should reduce the tax burden on consumers in higher 
risk areas by levying stamp duties for home, contents and strata insurance with reference to 
the sum insured value, rather than the premium level. 
A portion of revenue from stamp duties on insurance products (however they are levied) 
should be directed towards measures to improve affordability for low income consumers or 
to fund mitigation works. 
Re-basing stamp duty to be levied on sums insured will make it fairer to consumers living in higher 
risk areas. 

Governments have previously received and continue to enjoy a windfall gain from the growth of 
insurance premiums in northern Australia. Directing revenue from stamp duties to public mitigation 
works should only be considered where insurers have provided estimates of premium reductions 
that would result from such works, and commit to reporting against these where work is undertaken 
(see recommendation 21.3). 

Recommendation 8.1 
If governments want to provide immediate relief to consumers facing acute 
affordability pressures, they should consider direct subsidies over other 
measures 

There are calls for government intervention through a range of measures to address acute 
affordability and availability issues in the supply of insurance in northern Australia. We 
investigated the relative merits of measures including government reinsurance pools, 
government insurers, direct subsidies, mitigation programs and licence conditions. 
If governments want to intervene, they should consider doing so through direct subsidies 
based on both premium level and income eligibility requirements, rather than government 
reinsurance pools or other measures. 
Direct subsidies have the greatest potential to work in a targeted way to relieve some of the 
acute affordability and cost of living pressures facing consumers in higher risk areas, at a 
lower cost and more effectively than other measures. 
There are some risks with subsidies, such as distorting price signals to consumers and the subsidy 
being absorbed over time by insurers where price competition is not strong. Careful subsidy design 
can help manage these risks. 



ACCC Insurance Monitoring Report 2022  64 

Government reinsurance pools in other jurisdictions have generally been introduced in situations 
where insurance or reinsurance was not available through private markets. This is not currently the 
case in northern Australia. Private insurance markets continue to supply insurance, including for 
cyclone and flood risks. As such, government insurers and reinsurance pools cannot be justified on 
the basis of availability concerns. 

The potential for government insurers and reinsurance pools to lower premiums without the 
government subsidising the insurer in some way is uncertain and may not be significant. These 
measures cannot be targeted to consumers most in need and would transfer significant risks from 
insurers and reinsurers to governments. 

Improving consumers’ rights 

Key recommendations 

Recommendation 15.3 

Help for customers experiencing premium payment difficulties 

Insurers should be required to provide short term support to their current and renewing 
customers experiencing payment difficulties at the time their home and/or contents 
premium falls due. 
The framework should include the following options: 

• a policy health check to allow the customer to consider if there are amendments
they could reasonably make to their policy to reduce their premium

• reduced or waived surcharges for paying monthly (and other instalments that are
more frequent than annual)

• premium waiver

• premium payment deferrals for up to 4 months without consequences for coverage

• part payment of a premium with the remainder of the premium deferred for up to 4
months

• a payment plan to allow the customer to repay their arrears.
All renewals and notices of cancellation for non-payment of instalments should mention the 
availability of payment assistance. Insurers should have easy to find information on their 
website about the premium payment help that is available and how to access it. Insurers 
should undertake training and education for staff to implement payment difficulty 
assistance measures with compassion and consistency. 

Recommendation 20.2 
Giving consumers more control over how home (building) claims are settled 

Consumers should be provided with the right to choose whether their home building 
insurance claim is settled through a cash settlement or with a repair/rebuild managed by the 
insurer. The insurer must inform the consumer they have this choice at the time a consumer 
lodges a claim. 
At the time of advising a consumer about this choice, the insurer should also provide the 
consumer with a one page document written in plain English setting out matters the 
consumer should consider to help them make an informed decision, including: 

• if a cash settlement is accepted, the insurer would no longer be required to manage
or guarantee the quality, cost or timeliness of any works the consumer decides to
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carry out 

• the consumer should seek advice from their mortgage lender (if applicable) about
any implications of accepting a cash settlement for their mortgage

• the insurer may be able to obtain lower repairing/rebuilding quotes than the
consumer is able to achieve

• the consumer should obtain independent quotes for repairing/rebuilding their
property before making their decision.

Limited exemptions when cash settlement is necessary include repairing a shared fence, or 
if a home is insured for significantly less than the cost to reinstate the property and the 
insured is unwilling to contribute to the cost of repair. 
Where a consumer requests a cash settlement offer, the amount of the cash settlement offer 
should be based on a genuine quote the insurer has received to carry out the necessary 
repairs/rebuild. If no such quote has been received, the insurer should set out the basis for 
the cash settlement amount offered. Any ancillary expenses subject to the claim that are not 
within the scope of works for the quote (such as temporary accommodation costs) should 
be settled separately. 
Upon receiving a cash settlement offer, the consumer should be provided with a reasonable 
time period to decide whether to accept the offer, seek an amended offer, or elect to have 
the insurer manage the rebuild/repair. 

Related recommendations 

Recommendation 15.2 
Insurers should be required to offer Centrepay 

Insurers should be required to offer Centrepay as a payment option for home and contents 
insurance products. 
The General Insurance Code of Practice 2020 contains a new industry commitment to supporting 
customers experiencing vulnerability. The provision of Centrepay is consistent with this 
commitment. Centrepay will improve the accessibility of insurance to low-income customers and is 
therefore in the public interest. 

Recommendation 18.12 
Requesting personal information held by insurers 

Insurers should be required to provide clear notice to consumers that they can obtain a 
copy of the information that the insurer holds about them and contact details for doing so. 
This notice should be provided on a certificate of insurance and any renewal notices. 
This will empower consumers to check and confirm their risk assessment, pricing and claims 
assessment is based upon reliable and verifiable information. 

Recommendation 20.1 
Better information for consumers lodging a claim 

The General Insurance Code of Practice should be amended to require that, at the time a 
consumer lodges a claim, an insurer or its agent must clearly inform the consumer of the 
insurer’s claim handling policy, and expressly refer to: 

• how the insurer will assess the validity of the consumer’s claim
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• the insurer’s preferred repairer policy and in what circumstances a consumer can
use their preferred repairer

• how decisions are made on cash settlements

• who will be managing the claim (for example, the name and contact details of a
contracted claims company if relevant)

• the fact that the loss adjuster is acting on behalf of the insurer and not the consumer

• the consumer’s right to make a complaint to the insurer and the Australian Financial
Complaints Authority.

Recommendation 20.3 
ASIC approval for the General Insurance Code of Practice 

The Insurance Council of Australia should work with ASIC to obtain its approval for the 
General Insurance Code of Practice. 
The Insurance Council of Australia indicated in its Code of Practice Final Review Report that in 
order to meet the requirements for ASIC approval it would make a number of changes to the Code. 
The Insurance Council of Australia should work with ASIC to ensure that these changes are 
sufficient to meet at least the minimum standards in Regulatory Guide 183 to obtain ASIC approval. 

Reducing risk and building better 

Key recommendations 

Recommendation 13.1 
Expand the remit of the Australian Building Codes Board to include property 
protection 

The Australian Government, state and territory governments, should expand the remit of the 
Australian Building Codes Board to explicitly include property protection as an objective to 
pursue through the National Construction Code and referenced Australian Standards. 

Recommendation 13.2 
Developing voluntary standards for more resilient buildings 

The insurance industry should work with Standards Australia to develop voluntary 
standards for: 

• the development of new homes for resilience to natural hazards

• retrofitting/mitigation measures to improve the resilience level of existing homes.
The insurance industry should commit to recognising resilience measures meeting the new 
voluntary standards when setting premiums. 
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Recommendation 14.2 
Better communication between insurers and planners 

State and territory governments and the insurance industry should work together to 
identify: 

• differences in risk data required by planners and by insurers. For example, the level of
detail required by insurers for underwriting purposes

• the potential for co-funding arrangements between governments and the insurance
industry to facilitate the provision of data that can meet both planning and insurance
requirements

• how natural hazard risk is determined, including how decisions are made on what is an
acceptable level of risk. This may give planners a better understanding of how insurers
assess and determine natural hazard risk and may influence planning policy and
decisions for a particular identified risk

• what data insurers could provide to state and territory governments that have practice
use to planners to assess natural hazard risks

• what other insights and value the insurance industry can provide to state and territory
governments that may inform the development of planning policy and decisions for
natural hazard risks.

Recommendation 21.3 
Public mitigation works and expected premium reductions 

The insurance industry should work with governments to identify specific public mitigation 
works (for example, flood levees) that could be undertaken and insurers should provide 
estimates of the premium reductions they anticipate if the works proceed. 
Actual premium reductions following such works should also be publicly reported by 
insurers, measured against their estimates. 

Related recommendations 

Recommendation 13.3 
Increasing consumer awareness of the insurance implications of home 
design choices 

The insurance industry should work with the building and construction sector to raise 
awareness of possible insurance implications of design choices for new construction and 
renovations. 
This will help inform consumers of the potential longer term impacts of their design choices and 
how they can better protect their homes. 

Recommendation 13.4 
Building resilience register 

The Australian Government should, in consultation with state and territory governments 
and the insurance industry, consider developing a voluntary building resilience register that 
would record key building specification data (such as floor height or structural 
improvements for better resilience) of properties. 
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The register’s primary purpose would be to provide property owners with the ability to register their 
building information to provide insurers with a comprehensive central information source to 
recognise more resilient buildings and incorporate detailed property information into pricing 
systems. 

The register could also help reduce knowledge gaps in community exposure information, to enable 
governments to make decisions around disaster resilience, and assist further research on building 
resilience. 

Recommendation 14.1 
Consideration of insurance affordability and availability under existing 
planning objectives 

State and territory governments should consider how the current planning frameworks 
could allow planners to explicitly take into account insurance affordability and availability 
under existing planning objectives and provide guidance to planners on how to do so. 
Insurance considerations are most likely to be relevant to planning objectives regarding natural 
hazard risks and also housing affordability. Guidance material on these objectives (and any other 
relevant objectives) should explore how insurance affordability and availability could be considered 
by planners. 

Recommendation 16.1 
Extend and expand the North Queensland Strata Title Inspection Program 

The North Queensland Strata Title Inspection Program is due to end on 30 June 2021. The 
program should continue in north Queensland beyond this date and be expanded to other 
parts of northern Australia. 
Extending and expanding the program will help more property owners to gain an understanding of 
the risks they face and their options to mitigate them.142 

Recommendation 18.11 
Consider likely insurance costs before purchasing real estate 

State and territory governments should implement measures to prompt consumers to 
investigate insurance costs when they are considering purchasing real estate. 
As a first step, this should include a statement in a statutory information disclosure for a 
real estate transaction advising any potential purchaser to obtain an insurance estimate as 
part of their due diligence. 
If recommendation 17.2 (to review and mandate standard cover) is accepted, state and 
territory governments should mandate that a current home (building) insurance premium 
based on the standard cover product be listed in a statutory information disclosure for a 
real estate transaction. This requirement should not extend to properties with a very high 
estimated sale price. State and territory governments should also mandate that vendors, or 
agents acting on their behalf, are unable to receive payment for the inclusion of a quote in 
the disclosure documents. 
This will provide prospective purchasers with a clearer expectation of the possible insurance costs 
associated with the property. 

142  This program was due to end on 30 June 2021 and has since been extended until 30 June 2023. Federal Financial 
Relations, North Queensland Strata Title Inspection Scheme, accessed 16 November 2022. 

https://federalfinancialrelations.gov.au/agreements/north-queensland-strata-title-inspection-scheme
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Recommendation 21.1 
Clearly stated mitigation discounts 

Insurers’ quotes and renewal notices for a property should be required to expressly show 
what discounts have been applied (if any) to reflect mitigation measures undertaken on that 
property. 
This is important to help ensure premium adjustments are comparable between insurers and 
transparent for consumers. It also provides clarity to consumers and assists with evaluating 
investments in mitigation works. 

Recommendation 21.1 
Clearly stated mitigation discounts

Insurers’ quotes and renewal notices for a property should be required to expressly show 
what discounts have been applied (if any) to reflect mitigation measures undertaken on that 
property. 
This is important to help ensure premium adjustments are comparable between insurers and 
transparent for consumers. It also provides clarity to consumers and assists with evaluating 
investments in mitigation works. 

Recommendation 21.2 
Information on mitigation works that could reduce premiums 

Insurers’ quotes and renewal notices for home insurance should be required to provide a 
schedule of mitigation measures which customers of the insurer have undertaken for 
properties with similar characteristics to improve their risk rating. This should include a 
guide to the premium reductions (in percentage terms) that consumers have received for 
undertaking these measures. 
This would provide (new or renewing) consumers with current information on a practical range of 
actions that could be undertaken to mitigate risk and show them what the benefit could be in terms 
of premium reductions. This will assist consumers to decide if the risk mitigation option is worth the 
upfront cost. 

Recommendation 21.4 
Building code changes to better protect interiors and contents 

The Australian Building Codes Board expressly consider measures that better protect the 
interiors and contents of residential buildings from damage caused by natural hazard risk 
(such as, wind-driven water ingress around doors and windows during and following 
storms). 

When assessing the costs and benefits of potential code amendments, the Australian Building 
Codes Board should also consider the potential longer term impacts on insurance premiums. 
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