Chapter 42 – Insurance Taxation
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 LISTNUM LegalDefault 
This category comprises the net collections from stamp duty on general insurance (other than motor vehicle third party) and life insurance.

 LISTNUM LegalDefault 
The ACT’s position relative to the States, based on the 1999 Review methodology and using the latest available data is illustrated below.  This sees the ACT being assessed by the Commission as having positive needs in this category.

STANDARDISED, ACTUAL & AUSTRALIAN AVERAGE REVENUE: 
INSURANCE TAXATION, 2000-01

Standardised revenue is the amount that the Commission deems the ACT could raise if it were to apply a standard revenue raising effort to its revenue base and raised revenue at the standard level of efficiency.

Actual revenue is the actual revenue spent by the ACT on this category in 2000-01.

 LISTNUM LegalDefault 
A category structure is provided in the following table and illustrates the major components of the current assessment, together with comments on how the ACT is affected by the application of the different factors.  

Insurance Taxation: 

SUMMARY OF THE CGC 1999 REVIEW METHODOLOGY


Component factors assessed
ACT position
Premium Revenue
Australian Prudential Regulation Authority (APRA) general insurance data.  This data has the revenue from reinsurance and fire insurance levies removed.




SUMMARY:

The ACT was assessed as having a below Australian average revenue raising capacity for general insurance in the 1999 Review.

 LISTNUM LegalDefault 
This chapter provides support for the Commission’s current assessment approach and reinforces why the ACT is, and should continue to be, assessed as having below average revenue raising capacity for general insurance taxation.


 LISTNUM LegalDefault 
The current Insurance Taxation assessment uses Australian Prudential Regulation Authority (APRA) industry data to calculate the States’ revenue bases.  The data shows the amount of general insurance revenue generated by each State, by insurance type.

 LISTNUM LegalDefault 
The Commission compares APRA data with actual revenue raised to calculate each States’ insurance revenue raising capacity and effort. 

 LISTNUM LegalDefault 
The ACT has examined the APRA data and found it to be a suitable basis for calculating each States’ revenue base because the definitions and components used match the ACT’s definition of general insurance.

 LISTNUM LegalDefault 
The ACT is consistently rated as having a very low revenue raising capacity and usually ranks in the bottom three States along with Tasmania and the NT.  

 LISTNUM LegalDefault 
Each insurance category has also been analysed in order to identify the reason why the ACT has a relatively low revenue raising capacity.

 LISTNUM LegalDefault 
In most categories the ACT was on par with the average revenue raised per capita.  However, as shown in Table 42.1, the major exception to this is the Fire and Industrial Special Risks (ISR) insurance category, which includes commercial property insurance.  The ACT raises the least revenue per capita in this category, and less than half the national average. 

TABLE 42.1 – PREMIUM GENERAL INSURANCE PER CAPITA REVENUE BY MAJOR CATEGORY*, BY STATE, 1999-2000


NSW
Vic
Qld
SA
WA
Tas
ACT
NT
Aust.
 Avg.
ACT variance from average


$pc
$pc
$pc
$pc
$pc
$pc
$pc
$pc
$pc
%


Fire and ISR 
84
78
43
45
62
38
33
39
67
-50.7%

Houseowners/ householders

125

121

118

107

161

99

105

36

122

-13.9%

Commercial motor vehicle 

69

55

48

58

74

46

74

53

60

23.3%

Domestic motor vehicles 

202

199

138

121

210

108

175

52

178

-1.7%

Source: APRA, 2000, Selected Statistics on the General Insurance Industry, June, Table 10
* These categories account for 75% of insurance revenue assessed by the Commission.

 LISTNUM LegalDefault 
These results are in line with expectations as the ACT is disadvantaged in the collection of insurance on commercial properties.  This is because it has the highest proportion of commercial buildings where the Commonwealth is the insurer.  As stamp duty is not imposed on the Commonwealth, the ACT is unable to raise revenue from these properties.

 LISTNUM LegalDefault 
The ACT supports the current Insurance Taxation assessment methodology as it:

· is based on actual revenue collections using independent Australian Prudential Regulation Authority (APRA) industry data; and

· accurately reflects the ACT’s low revenue raising capacity driven by its inability to levy stamp duties on the Commonwealth.

Key Points of ACT Argument


The ACT supports the current Insurance Taxation assessment methodology and requests that it be retained as it:


is based on independent actual revenue data supplied by the Australian Prudential Regulation Authority (APRA); and 


accurately reflects the ACT’s below standard revenue raising capacity driven by its inability to levy stamp duties on the Commonwealth.
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