Insurance and the Fire Services Levy


Fire Services Levy and insurance Response 
Executive Summary
The benefits of a well funded and efficient fire fighting service to the community and the economy have been known for well over 3 millienia with the ancient Egyptians, Chinese and Romans having set up fire brigades. Victoria in the 21st Century is no different. It is the funding of the service that is the subject of this submission.
This response sets out the reasoning for the bulk of the funding to be moved from the prudent and risk averse in the community, to a broader based tax on everyone in the community.

In addition to the concept of fairness and user pays, we believe that the extraordinary level of taxation on insurance (at time of writing 117.8% of the base premium
) is affecting the decision making of home and business owners with disastorous effects on those that elect not to insure or not to insure adequately. 

The 17th Century philosopher, John Lock (1681) argued that “Government has no other end but the preservation of property”. We take this one step further and suggest that the primary role of government is to encourage and protect homes and businesses, and safeguard the ongoing growth of the economy. The current system of funding fire services in Victoria is working contrary to this primary role.
Unlike the alcohol or tobacco industries that place a strain on government particularly in the health sector, insurance assists the Victorian and Australian economies. For the financial year to 30th June 2009, the insurance industry in Australia paid out $21,364 million in claims on a premium pool of $25,832 million
. To put this into perspective this equates to $2.92 to each man, woman and child in this country every day of the year. This has enormous financial benefit, not just to the obvious beneficiary, the insured, who is indemnified for their losses, but the entire economy with the spin off effect to builders, furniture manufacturers and retailers, panel beaters, and a myriad of other trades and professions. The whole economy including the Victorian State Government is the beneficiary. 
This paper puts forward the proposition that when the cost of any product or service is doubled, people buy less. This puts a higher burden on those that remain and as the fire services levy increases and the number contributing their fair proportion goes down, the burden on the few increases and the spiral of more people withdrawing or under insuring grows. This benefits no one: not the fire services, not the government, not those who insure nor those who do not insure or are under insured if they have an insurable loss.

A Victorian Government public servant, Mr Allan Griffen, and a working committee developed an equitable solution several years ago. Regrettably Mr Griffen’s team’s recommendation was not accepted by the Victorian Government but it was adopted by the Western Australian Government and is in use quite effectively there. Queensland and South Australia also use a similar system while the Australian Capital Territory and Northern Territory meet the funding out of Consodiated Revenue. New South Wales and Tasmania (commercial property only) also levy insurance companies but the rates applied are lower. 
The Western Australian model, which is simple in its application and spreads the financial cost of the emergency services across a broad base of the community through property taxes, is recommended.
Where are we now?
1. The current system does not properly spread the cost amongst end users. The Victorian Government instructed the Country Fire Authority not to send out invoices to uninsured property owners following the “Black Saturday” bushfires.
2. The present arrangements are a throw back to colonial times when British insurance companies established their own fire brigades following the Great Fire of London in 1666. 
3. In the absence of National policy on the provision of emergency services, some Australian State Governments have continued to impose levies on insurance companies for the major part of costs associated with the delivery of fire services.

4. Fire services levies are no longer charged on insurance premiums in Queensland, Australian Capital Territory, South Australia, Western Australia and the Northern Territory.
5. This situation is similar to that in the United Kingdom where the original funding system was  moved to a broad based tax on property owners, the relevant authorities having recognised that the old system was not fair. 

6. The Victorian Government contributes money as required and demands the insurance companies should pay the balance. Government contributions themselves are generated from public money and, in effect, insurance policyholders in paying general State taxes are therefore contributing twice. In the Metropolitan Fire Brigade areas, where Municipal Council contributions are also taken into account, insured property owners are contributing three times. This means 100% of the total cost of the fire services plus the Stamp Duty and GST on their insurances as a bonus to Government

7. Fire services are only part of the overall essential services which a Government has a responsibility to deliver.  The service is no longer provided by insurance companies and whilst the cost of fighting fire at individual premises provides a benefit to the owners of the property and their insurers, insurance premiums are levied on the accumulated cost of fire damage and the cost of damage by non-fire perils. The fire services levy applies to the total premium. Fire represents only the third highest cost of claims to the insurance industry in Australia after storm and flood
.
8. Fire and Life Insurers do not contribute to the cost of maintaining the police force, building regulations, air safety and traffic control and other regulatory authority operations designed to make for a safer environment so why is this necessary for fire and emergency services which every body expects to be delivered in a time of need.

9. The present charges on insurers are not equitably based. The present method of collection is wrong and should cease. 
10. Furthermore, there is no justification for insurers having the benefit of the cash flow between the date of collection from policyholders and date of payment to government.

11. Quite apart from the insistence in the last Victorian Government review that insurers must pay, it is the public that pays in the end and the real question is: “how can the cost be shared most equitably?” Surely Government has a role and responsibility, the same as any business, to choose a method that delivers value and achieves the best community outcome at the lowest cost.

12. Attaching the fire services cost on to insurance premiums which are subject to Stamp Duty and GST also means, for example, that the 75% share say in the MFB area required to be paid by policy holders ultimately becomes 90.75%. All of this revenue flows back to the Victorian Government and in effect more than covers the State Government’s 12.5% share.

13. Why should this be so? 

14. Why should Federal Government property including motor vehicles be exempt? Such property located in Victoria is protected by the Victorian fire services. 
15. Why inflate the contributions of the insuring public with Stamp Duty and GST when there is a better method and collection service through Councils and vehicle registrations which is not subject to such on costs.
The critical issues are:
1. A system allegedly based on contributions being related to risk is fine in theory but fatally flawed when related to insurance. Few owners insure for 100% of their property values and too many do not insure. What is value? Is it indemnity or replacement value and how does this affect the fire service delivery? 

2. In the insurance market, what is an adequate risk premium? Selecting an elite type of insurance with extra coverage as opposed to a basic policy with more limited cover means that the insured party effecting the elite policy will pay significantly more for the same fire service than what it would if taking a policy with basic cover. A significant element of the premium charge is for the coverage of losses where a service by the fire brigade will never be involved.  Such a method of collecting levy cannot be justified. 

3. Fire services are expended on saving property and are delivered to premises or property regardless of the existence of insurance.

4. The cost of providing fire brigades with the equipment and personnel necessary to deliver adequate fire fighting services in major cities and industrial areas bears no relationship to insurance premiums for policies which cover a vast array of risks and perils.

5. Fire Services are delivered to business premises regardless of whether business interruption insurance has been affected so why are fire services levies charged on business interruption insurance? Many firms do not take business interruption insurance because of the cost which gives rise to the possibility of business failure and unemployment after a loss which is another important issue in itself.

6. The present model of funding fire brigades is wrong and cannot be justified going forward. When the total of fire services levies and other taxes in some areas exceeds the insurance risk premium applicable to all perils insured, the situation becomes farcical.

7. The present system of Government handouts after major fire events is a disincentive to insure. For Governments wishing to provide assistance following the distress of major events, these payments should be for immediate emergency expenses and necessities only.

8. The assumption that properties under mortgage are only insured for the first year is simply incorrect.

9. Any suggestion that recouping the expenses of operating the fire and emergency services from uninsured users after the event is an unsatisfactory way ahead, as it ignores the fact that the Authorities have failed to do so in the past for single property fires and that Governments are, for understandable policical reasons, unlikely to take this course of action after a major event.

10. Mandatory insurance of building and contents is practiced nowhere. Even with farm fencing the Government has been resigned to providing post and wiring to replace damaged fencing abutting public roads as an issue affecting public safety.

11. Stipulating how uninsured or under insured people should be financially punished after the event for their imprudence is not a role of Government

12. Country areas are different and the community will always have to rely upon volunteer services. The Government will always have to pay the cost of fire and other services from its emergency reserve funds in managing major fire or natural perils events.
The recommended way forward with funding fire and Emergency services

1. The cost of first responder services is provided by Fire Brigades in respect of another class of property, namely motor vehicles. The cost of delivering first responder services to alleviate bodily injury should more fairly be a charge on TAC as it is part of the service delivery under the State wide no fault insurance system. This is a situation where a charge can be levied on risk and user pays principles because the cost is calculable. There is one authority and one insurance system where the premiums relating to the cost of bodily injury can be applied across each vehicle category or class. South Australia uses this model.
2. A charge for vehicles as property is also identifiable with the services provided by fire brigades and could be added to registration fees. This would pick up insured and uninsured vehicles.
3. The boundaries between metropolitan and country fire service areas are archaic and need to be reset. They take no account of growth and the higher FSL costs affect competition. They are a disincentive for many firms to locate outside of the metropolitan area resulting in increased road traffic for people who might otherwise be able to find work closer to home.

4. The normal recurrent costs of the two fire services on real property should be a charge on the ownership of commercial and domestic real property, farmland and vacant land with an actuarial board established to adjudicate on percentage allocations between domestic and commercial and the respective contributions of each segment. There should be an assumption that the charge for buildings includes providing services to the premises and contents. This is the basis of the model used in Queensland, South Australia and Western Australia.
5. Whether the cost should be a unit cost for residences based on the number of stories or related to Council Valuations is a matter for actuarial study and simplicity.
6. The system of volunteer fire fighting services in the Country areas is an essential fact of life in Australia and should be maintained. A paid service where permanent firemen sit in waiting throughout the year cannot be afforded except in major Provincial Cities. A percentage of permanent officers to maintain operations and training is necessary. 

7. A percentage of the rural fire services costs should be borne by the general community based on protection of the amenity, food supplies and water resources and the fact that fighting overwhelming environmental fire is a State wide responsibility not within the personal or commercial budgets of country communities. 

8. There should be dispensation from the property levy on the domestic property (the residence) owned by a registered and active CFA volunteer but not on farmland used for commercial purposes or other farm property. For Farm Property and land other than residences the charge should probably based on hectares which would embrace outbuildings, fencing, livestock and/or crops.

9. As most homes are owner occupied, the charge made for fire brigade and emergency services attendance at property should include attendance for fires affecting contents. This reflects reality. It is not necessary for there to be a separate charge on contents.

10. With commercial property, fire services charges are currently passed to the occupying tenant and should remain the case. The previous arguments by the property council that they could not collect such a levy were mischievous and ignored the fact that there is a process in place whereby they actually do so as outgoings rates and taxes.

11. The reason why there should be no direct charge on domestic or commercial contents based on the value of such property is that it is too difficult and costly to maintain such a system and it will never be accurate.

12. There is an existing system already in place for the assessment of Municipal rates for buildings so why not use it. If the charge is assessed on the values set by Municipal Valuers, those paying the service charge will get the benefit of offsets against the new costs involved by not paying insurance fire services levies on contents or business interruption insurances. 

13. Commercial tenants will still pay their total share of the fire services cost levied on the building.

14. Major industrial sites could be individually charged based on the services necessary and share of infrastructure costs required to service their needs;

15. Landlords of residential premises who are currently not permitted to pass on outgoings should be enabled by legislation to charge a percentage, say 30% of their fire services bill to tenants as outgoings allocated on a unit share basis where there are multiple tenancies. In this way everyone contributes as both landlord and tenants benefit from the service.
16. The previous arguments by the Municipal Association that it would not become a collector of taxes are out of order. That is precisely what it does as another arm of Government. It should be told by the Victorian Government to get on with it. They are without question more appropriate and better placed to do this than the insurance industry.
Such a change will not completely overcome underinsurance but what it will do is ensure that:

(a) the cost of providing and delivering fire and emergency services is spread over the community on an equitable basis more related to risk;

(b) there will at last be a charge on vacant land;

(c) major commercial properties and complexes will contribute on an equitable basis with the rules established by independent actuaries;

(d) uninsured occupiers of premises will make their contribution through rent when not the owner of the property;

(e) the cost of fire and first responder services for motor accidents will be recouped.

It would be of no surprise, if such a more equitably based model more widely spread resulted in  lower outgoings for fire and emergency service charges for the vast majority of people and businesses than the current failed system which pleases no one, penalises the prudent people who insure and rewards those who do not.
funding fire services Discussion questions
What are the advantages and disadvantages of requiring insurance companies to fund a major part of the fire services?


What are the advantages and disadvantages of applying a levy to non-insured and under-insured properties (while maintaining the FSL on other properties)?

4. Manning A., 2004, Strategic Management of Crises in Small to Medium Businesses, Doctoral Thesis, Victoria University, Melbourne.
1. What are the advantages and disadvantages of funding fire services through a property-based levy on all Victorian property and vehicle owners?  Are there any factors that make a property-based levy more or less practicable in Victoria compared with other states?  

What are the advantages and disadvantages of all Victorian property owners contributing to one fund for the funding of both the MFB and the CFA?
?

What are the advantages and disadvantages of introducing compulsory property insurance to address issues associated with the FSL?


insurance discussion questions
2. Is non-insurance and under-insurance a problem in Victoria?  Do we have accurate data on this issue?

3. What reasons, if any, are there for the government to ensure residents in bushfire prone areas are adequately insured?  What form should any government involvement take?

4. What effect would removing the FSL and stamp duty on premiums have on the uptake of property insurance?


5. Are there better tools, for example web sites, ready reckoners, etc that could be made available to property owners to assist them in accurately calculating the replacement cost of their property?  Would the availability of such tools reduce under-insurance?

Would it be practical for insurers to rate houses in bushfire prone areas for fire safety?  If so, would this affect premiums?  What are the practical advantages and disadvantages of involving the CFA (or persons accredited by the CFA) in reporting a property’s fire readiness for insurance purposes?


Other comments
Please feel free to comment on any other issues relevant to the fire services levy and insurance below.

Prepared by Dr Allan Manning and Mr Max Salveson on behalf of the LMI Group Pty Ltd.
The services provided by the fire services in Victoria benefit the entire community.  


The disadvantages are:


It unfairly imposes imposts on prudent people who insure and rewards those who want to use the service but not contribute to the cost;


The values upon which insurance premiums are paid vary considerably and are not a satisfactory denominator to use in spreading the cost.


Insurers who make the greatest contribution to running expenses have no say in how their contributions are spent.


The system does not result in costs being spread equitably amongst all users.


Even when a individual or company insurers fully and pays their fire service levy in full, they are still subject to additional charges levied by the fire services for non fire call outs. 


The inequity of the system of the current system is best explained by way of example.


Five homes all of exactly the same replacement value of say $100,000. 


Home Owner 1: Insures under a no frills policy and purchases basic fire and perils cover for $100,000. Premium rate 0.18 cents percent. Base Premium $180.


Home Owner 2: Insures under a no frills insurer but to reduce overall costs insurers for $50,000 on a fire and perils basis. Premium rate 0.18 cents per cent. Base premium $90.


Home Owner 3: Insurers under a prestige insurer on an accidental damage basis. Premium rate 0.25 cents per cent. Base Premium $250.


Home Owner 4: Insures under a prestige insurer on an accidental damage basis with flood cover as an additional option. Premium rate 0.30 cents per cent. Base Premium $300. 


Home Owner 5. Elects not to insure.


Situation 1. Fire in home of Home Owner 2. Fire brigade is called but home destroyed, however, the fire contained is contained to the one dwelling and does not spread to the nearby homes 1, 3, 4 and 5. All homeowners benefit but only four have contributed to the service and all at different levels based on insurance cover and not value of the asset protected.


Situation 2. Home Owner 4’s house subjected to flood or water damage from a burst pipe and fire services attend and assist by pumping out flooded basement. Fire Services render an invoice to Home Owner 4 for non fire call out and charge full cost of call out. Fixed and variable costs despite Home Owner 4 being the most risk averse and purchasing flood cover which increased their premium, which in turn increases fire services levy, GST and Victorian Government Stamp Duty. The same applies for chemical spills in commercial premises. (If the Commission requires evidence of such invoicing by the fire services, the writers will provide.)





With respect we see no advantages to the community.


The advantages to government is that it is a hidden tax that is collected at no cost to them by an industry that is not well regarded by the community and which the government can blame and or divert anger towards when costs increase. 


While this may assist the government of the day, it does not help the insurance industry which is a vital industry to the ongoing health of the economy nor to the insuring public.








The greatest disadvantage of the system is that, as an understanding of basic economics proves, if you more than double the cost of a product or service people buy less. As our colleagues and we clearly saw after the Victorian bushfires, the level of non insurance and under insurance was extremely high with devastating effects on those who sustained damage and or disruption to their business. When asked why they were not fully insured, the answer given to LMI staff on every occasion was that the insurance was too costly.


Regretably not one business attended to by Dr Allan Manning has elected to reinstate. Rather they have been forced to close down. This means a loss of jobs and in cases where the business was the draw card business to the town, for example a conference centre, even businesses that do attempt to reopen will be effected. Taking Marysville as an example, all three conference centres in that town have elected not to reopen but take a cash settlement from their insurers. Even businesses not directly burnt have closed due to prevention of access or other factors which interrupted their business for an extended period.


Dr Manning carried out a 6 year study of the effect of a major insured loss on small to medium enterprises as his doctoral thesis4. Not one company in this study was fully insured. 


What is of greatest concern to us is how many of those who perished stayed behind to protect their uninsured property who would not have made that decision if they had the comfort of having been fully insured.


Also of concern is the fact that two of Australia’s largest insurers, Suncorp and Zurich have withdrawn from rural insurance (farm policies) in the  past 12 months stating it is not viable for them to continue to offer the covers. With taxes more than doubling the cost of the commercial insurance they obviously see no chance of achieving a premium rate commensurate with the risk transfer.


An unseen disadvantage to the state of Victoria is that the cost of doing business in the state for some organizations is considerably higher due to the level of taxes. LMI Group relocated its electronic services division to Queensland with jobs being transferred to that state. The fire service levy, which is compounded by the triple taxes imposed, particularly on the business interruption insurance where there is high revenue to be protected, made the cost of operating significantly lower. Other e-commerce businesses have done the same, relocating to either Queensland or South Australia.  








The existing boundaries between the MFB and CFA regions are now over 50 years old and with Melbourne expanding so widely the current boundaries are no longer relevant.


The advantage of having one fund is in flexibility and, in developing areas, the upgrading of fire services on the fringe of MFB and CFA districts can be dealt with under the one arrangement.


The brigades’ hose connections etc do not match. This is unbelievable in one state; it is bad enough across states. Further, recently one of our staff surveyed a premises in Geelong where it was discovered that an incorrect fire hydrant had been fitted by the factory owner. This owner had been supplied with a MFB one not a CFA one. This is dangerous. 


Cooperation between the two services on the boundaries in assisting in motor vehicle accidents and fires on the boundaries has reduced over the past decade at the expense of the community.


What may seem a small issue but is a difficult and costly exercise, the boundaries between the CFA and MFB areas are not delineated  by post code and so the determination of what levy is to be charged to insureds in the ‘split’ suburbs has to be done manually with a street directory and not is computerized. The alternative is to collect the higher rate, disadvantaging those actually in the MFB area.








There are no advantages. It is something that would entail endless argument, probably result in minimal insurance being effected and just will not work. The cost of trying to make it work would be prohibitive. 





It would be so politically unpopular we cannot see any government trying to bring it in.





What would result in better outcomes would be for Government to announce what emergency relief it would provide in future if changing the system of funding fire services and indicate that it would not contribute to the replacement of uninsured or underinsured property.





Under the current system, there is some benefit from government if the damage is sustained during a high profile disaster. But if the same property were destroyed in a standalone fire, no government support is provided. By way of example, after Victoria Carpets Woolen Mill sustained a massive fire they sought assistance to save the jobs of 73 staff. The request was (rightfully) denied in full by the Victorian Government.





If budget constraints are a key reason for households choosing not to insure or to under-insure in Victoria’s bushfire prone areas, then one option for increasing the level of insurance may be for the government to subsidise cover for low income households. 





Currently, government assistance to households is typically provided after a fire (for example, by assistance with rebuilding). Another option may be to offer an insurance subsidy which provides assistance before the fire, perhaps accompanied by an understanding that less government assistance for private property will be forthcoming in the event of future disasters. 


The purchase of any product including insurance is price sensitive and insurance has always been seen by many as a grudge purchase. Asking for the many to have the government on their behalf pay the insurance for low income households is merely shifting the cost back onto the rest of the community.


Surely if the person owns property including a car, they are not impecunious.


A payment for fire services through Councils could accommodate reductions for pensioners or the disabled.


Government assistance with rebuilding has usually only been provided after a bushfire. A single property fire where hardship of the family is observed usually provokes a community response and assistance for the charities. Any system of continuing Government assistance with rebuilding costs generally is only going to make the situation worse and encourage dependence.


There seems to be no shortage of ability within the community to spend money on gambling, liquor, cigarettes and tobacco which raises questions of priority in the allocation of spending. Some hardship cases are no doubt genuine and many charities would assist these people. 





From in the field experience in handling insurance claims the answer is clearly yes. The number of businesses that have or will fail due to under or non insurance in Victoria following not just the Black Saturday fires but any major insurable loss is far too high. 


As explained in answer to Question 1, regretably not one business attended to by Dr Allan Manning has elected to reinstate. Rather they have been forced to close down. This means a loss of jobs and in cases where the business was the draw card business to the town, for example a conference centre, even businesses that do attempt to reopen will be effected. Taking Marysville as an example, all three conference centres in that town have elected not to reopen but take a cash settlement from their insurers.


Dr Manning carried out a 6 year study of the effect of a major insured loss on small to medium enterprises as his doctoral thesis4. Not one company in this study was fully insured and 50% failed within 2 years.


Our experience, however, is only confined to the insured losses that we are involved in and Dr Manning’s doctoral study.


A review conducted by several insurers indicates that 75% of their customers do not increase their insurance in any one year. Over a three year cycle it is only 49% that do increase their covers. Building costs in the past three years has increased by around 16% on domestic buildings and around 20% on commercial buildings. Source Andrew Nock Valuations. 


Even the information available through the Insurance Council of Australia is not complete.


Those in the community themselves do not know as they tend for a wide variety of reasons not to know the true value of their insurable property.


The issue of under insurance is not just on property but also business interruption insurance which is vital to business survival yet less than 40% of businesses have any and the uninsured proportion is far greater when no broker is involved.








Anything which adds to the cost of insurance affects price sensitivity at point of sale. Fire Services Levies unfairly costed out on those who are insured will affect their purchase decision as will continuance of a system where Governments undertake to replace brick by brick etc after an emergency.


Insurers are now providing assistance with additional automatic cover following a major natural perils event including bushfires recognizing that labour costs do escalate in the period thereafter.


The greatest assistance government could make would be to remove the current massive disincentive to fully insure, i.e. the high level of taxes and in exchange obtain an undertaking from the insurance industry that they will not use the removal of the taxes to increase premiums and or to fund an industry campaign on the need for full insurance. 





It would naturally remove the single biggest impediment towards underinsurance.


This, coupled with an announcement by Government in respect of the future nature of Government assistance, would be a great assistance in concentrating the mind of the purchaser of insurance and full insurance at that.








These are generally provided already. As more insureds place cover with direct underwriters rather than through brokers there is less personal interchange with clients and traditionally underinsurance usually results. 


To overcome this Insurers, particularly Direct Insurers, need to agree with Government that they will maintain advertising programs that support the need for adequate insurance cover in any system of change.


If the Commission would like access to one of the calculators available to insurance brokers, we will provide such access.








While such a concept sounds attractive in theory and whilst brick would normally be rated lower than wood when the property is facing external attack from overwhelming bushfire, the property is usually lost in any case regardless of the construction. There are differences that cannot be explained as to why this or that property was missed by the fire. Some insurers may already recognize external sprinkler systems as warranting a discount.





Our understanding is that the Shires and Councils and the CFA may already inspect properties or areas within their territories.





Observations over recent weeks have indicated a severe build up of fuel along roadways, on vacant land and other areas of local and State Government responsibility which requires investigation and attention going forward in any case.





Insurers do not as a general rule inspect domestic properties and not even all commercial properties as the cost of such inspections would further increase the cost of insurance.





Finally, as mentioned earlier, fire is only the third highest cause of insurance payouts on buildings after storm and flood. With contents insurance, burglary and theft are also a major reason for insured losses. 





The reality is that the base premium on insurance is not that great when you consider that insurers have to pay commissions, pay salaries and wages, rent and of course the big one claims (79.1% of base premiums collected). The cost of an inspection would exceed in many cases the base cost of the insurance on a typical domestic dwelling.











The Commission is to be congratulated on its discussion paper and on providing the opportunity to allow community input on this important issue. 


The writers wish to stress that we do not sell insurance. We are not aligned with any insurer or insurance broker or agent or otherwise sell insurance. Our role is to assist home owners and businesses following an insured event and we see the appalling consequences of non insurance and under insurance on home and business owners and the community in general. 





The advantages are:


A fairer and more equitable system of sharing the cost based on property values and land.


It would also apply to all Government owned property (including motor vehicles). 


Collection costs will be minimal using the existing rates system.


This method would mean that land owners with no insurable property would contribute to the fire services which is more equitable bearing in mind that around 16% of fire call outs are for rubbish and grass fires where no insured property is involved.


There are no disadvantages and there are no factors that make a property based levy less practical in Victoria by comparison with other States who have moved to this model.


On the user pay principle, a levy could also be charged by government at little or no additional cost through a levy with registration or TAC on all motor vehicles registered in the state to cover the cost of traffic accidents etc attended to by the fire services and other emergency services. 


A combination of both a broad based property tax and the levy on registered motor vehicles would spread the load equitably across all those in the community that benefit from the services provided by the fire services.


Actuarial assistance may be required to properly allocate costs and overcome the influence of powerful lobby groups.











Under the system mentioned in our presentation, renters of property would pay a contribution of 30% of the fire service costs under the new system. In a more widely spread net of contributors this factor may be less than the present fire services levies charged on insurance.





While there is not benefit to insurers in introducing compulsory insurance there would on reflection be an advantage to the small charaties. After every natural disaster, Australians generously donate to those that are not insured. Most households and businesses have only a limited amount available for charitable purposes. Smaller charaties such as OvCa Australia, the National Ovarian Cancer Network, record lower donations to fund their important work following such events as the ‘Black Saturday’ bushfires. This is to the disadvantage of the community in the long run. 








Of more significance is that home owners and business owners in the outer Melbourne suburbs currently pay higher fires services tax rates than if they were located closer to the city and yet receive no better service.


The danger in this is that people merely tinker with the system.


On the other hand, while there are two separate bodies, their funding should be kept separate. The CFA is a unique body and its rural services are critical to the community and need to be maintained.











� 	A reduction in Fire Services Levy has just been announced by the Insurance Council of Australia from 84% to 80% effective from 30 November 2009


� 	General Insurance Industry Statistics – APRA Series: Insurance Council of Australia, 2009 - � HYPERLINK "http://www.apra.gov.au/Statistics/GI-Half-Yearly-Statistics.cfm" �http://www.apra.gov.au/Statistics/GI-Half-Yearly-Statistics.cfm�. 


� Source Munich Reinsurance Australia, 103 years of property losses in Australia; 1900 – 2003.
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