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Insurance and the Fire Services Levy 

FIRE SERVICES LEVY AND INSLJFtANCE RESPONSE TEMPLATE 

The following response template is provided to assist interested parties to respond to the issues raised in the 
Victorian Bushfires Royal Commission's Fire Services Levy and Insurance Discussion Paper. 

The Commission welcomes comments on any or all aspects of the discussion paper. Respondents should not 
feel confined to the issues raised by these questions and may comment on any issues the fundmg of fire services 
and imurance. 

The use of this template is optional. All responses require a coversheet. 

I .  What ave the advantages and disadvantages of vequiring insuvance companies to fund a majovpavt of the 
jive sewices? 

The advantages of requiring imurance companies to fund the fire services are that the insurance companies 
are in the best position to assess the fire risk in relation to the properties they imure and they are the major 
beneficiaries of fire services. The more effective the fire service the less the payouts required by the 
insurance companies. 

The disadvantage of insurance companies funding a major part of the fire services is that non-imured or 
under insured properties are not paying an equitable share of the cost of the fire services. 

2. What ave the advantages and disadvantages of applying a l e v  to non-insuved and undev-insuvedpvopevhes 
(while maintaining the FSL on othevpvopevties)? 

The advantage of applying a levy to non-insured or under-insured properties is that there would be a more 
equitable distribution of the levy. 

The disadvantage is the administrative cost in assessing under insured properties and the capturing of non 
insured properties. 

3. What ave the advantages and disadvantages offundingjive sewices thvough a pvopevpbased l e v  on all 
Victorian pvopev@ and vehicle ownevs? Ave theve any factovs that make a pvopeviybased l e v  move ov less 
pvacticable in Victoria compaved with othev states? 

The advantage of a property based levy and vehlcle owners levy is that there will be a more equitable 
distribution of the levy. 

The disadvantage is that there will not be a clear lmk between the fire risk of the property and the charge on 
the property. A similar valued property built with a high risk fire rating in a fire prone area will pay the 
same as a low risk fire rating in anon fire prone area. 
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4. What ave the advantages and disadvantages of all Victorian pvopev@ ownevs contributing to one findfov 
the funding ofboth the MFB and the CFA? 

The advantage of all Victorianproperty owners contributing to one fund is that there may be a reduction in 
costs of any duplication between the two fire services. 

The disadvantage is that the volunteers are very attached to the CFA brand and it may be found that 
amalgamating the fire services will create different expectations from the volunteers and public who 
support a voluntary service. 

5. What ave the advantages and disadvantages of intvoducing compulsoiy pvopevly insuvance to addvess 
issues associated with the FSL? 

I The advantages of introducing compulsory property insurance is in the event of fire all properties will be I 
imured to a minimum level and thus allow property owners to reinstate their homes to at least aminimum 
level. 

'"'"URANCE TIONS 

. S non-insuv,,,,, and undev-i,,,,,,nce a pvoblem in Victoria? L, .,, have accuvate data on this issue? 

Non insurance and under insurance is a problem in Victoria and may result in people not being able to 
rebuild after fire. 

There is a lack of data as to the extent of the problem but the problem is known to exist. To assess the 
extent of the problem the State Revenue Office could compare its valuation data to the insurance values 
held by insurance companies. 

7. What veasons, if any, ave theve fov the govemment to ensuve vesidents in bushj5ve pvone aveas ave 
adequately insuved? What fom should any govemment involvement take? 

The govemment ensuring residents in bushfire areas are adequately insured avoid the problems associated 
with having to house residents long term who are unable to rebuild as a result of funding. These people 
may then access other services that would not be required if the resident had been adequately insured 

8. What effect would vemoving the FSL and stamp duty on pvemiums have on the uptake ofpvopev@ 
insuvance? 

BRC Research 

DRSP.001.001.0067



Insurance and the Fire Services Levy 

The data from other states that use a property based system would suggest that there will at best only 
minimal effect on the uptake of property insurance(Victorian Government-Department of Treasury and 
Finance, fireservices and the non-imured-Green paper, Victoria, October 2009). 

9. Ave theve bettev tools, fov example web sites, yea& veckonevs, etc that could be made available to pvopev@ 
ownevs to assist them in accuvately calculating the veplacement cost of theivpvopee? Would the 
availabili@ of such tools veduce undev-insuvance? 

People are currently more aware of non imurance and under insurance as a result of the Black Saturday 
fires. Better tools would require an extensive advertising campaign to have people make use of them as the 
majority of people probably do not change or review their insurance on an annual basis. 

10. Would it  be pvactical fov insuvevs to vate houses in bushjive pvone aveas fovjive safety? Ifso, would this 
affectpvemiums? What ave the pvactical advantages and disadvantages of involving the CFA (ovpevsons 
accvedited by the CFA) in vepovting a pvopev@ 'sjive veadiness fov insuvance puiposes? 

Insurers would already be rating houses in bushfire areas as part of their risk assessment in calculating 
premiums. 

The practical disadvantage of involving CFA is the risk in assessing a property as fire ready and then it 
bums down. It is unlikely that the CFA would take this risk. 

1 OTHER COMMENTS 

I I .  Please feel fvee to comment on any othev mues  vevlevant to the jive sewlces l e v  and lnsuvance below. 

Maroondah City Council's recommendation is that the fires services levy continue to be collected by the 
imurance industry as they are in the best position to assess risk in relation to fire and are the main 
beneficiaries of the fire services. 

The proposal of the fire service levy becoming aproperty tax is not supported. However, if the State 
Government were to take this path then the 15% fire services cost thatrelates to vehicles should be 
separated from the total cost of the fire services and collected through the motor vehicle registration 
process. The SRO should collect the other 85% of the fires services cost as they are in the position of 
holding all Victorian valuation data. If it was considered appropriate, fire risk in relation to various areas 
could be overlaid on the valuation data. 

The fire services levy is a State tax and should be collected by the State Governemnet. Local Government 
should not be involved in collecting a tax or levy for which it is not responsible for raising. This would be 
a significant impost both financially and politically on local government. 
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Please send your completed response by email (if under five megabytes) to 
enauiries~~ovalcommission.vic.eov.au or post to: 

Response 
2009 Victorian Bushfires Royal Commission 
GPO Box 4358 
MELBOURNE VIC 4358 
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