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Exercise Instructions

Each table will work through a structured scenario using the following prompt:

‘Your country has identified a significant nat cat risk — such as flooding,
earthquake, or tropical cyclone — where insurance penetration is critically low
and the current market is failing to provide adequate or affordable coverage. You
have been asked to advise a government task force on whether a domestic risk
pool s the right solution, and if so, how it should be designed.’
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Address the following questions...

1. What market failure are you trying to solve, and is a risk pool the most
appropriate mechanism — or are there alternatives that should be considered
first?

2. Who governs it? Propose a governance structure: who sits at the table
(government, insurers, reinsurers, civil society), how decisions are made, and
how accountability is ensured.

3. How is it funded? Describe the financing model — including premium
contributions, a potential government backstop, reinsurance arrangements,
and any reserve accumulation strategy.

4. What is the exit strategy? Domestic risk pools are often intended to be
transitional. What conditions would signal that the pool has achieved its
objectives and market normalization is possible?
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Report back and ask the pools anything...
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