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1. About IAG
IAG is a general insurance group whose purpose is to make your world a safer place, whether you are 
a customer, partner, employee, shareholder or part of the communities that we serve across Australia 
and New Zealand.

Our businesses sell insurance under many leading brands including NRMA Insurance, CGU, SGIO, 
SGIC, Swann Insurance and WFI (Australia); and NZI, State, AMI and Lumley (New Zealand). We also 
have interests in general insurance joint ventures in Malaysia and India.

We believe our purpose will enable us to become a more sustainable business over the long term, 
and deliver stronger and more consistent returns for our shareholders.

2.	Chief	Financial	Officer	statement
When we produced our first tax transparency report for the financial 
year ended 30 June 2017, we noted the alignment between our purpose 
– to make your world a safer place – and the financial contribution 
we make to the community in paying claims, providing employment, 
buying products and services and paying taxes. 

This year, we have broadened our commentary to reflect more widely 
on the contribution the general insurance industry makes to our 
economies and our communities. 

The role of general insurance
Insurance does more than just protect individuals’ and businesses’ 
assets and finances; it also provides significant benefits to the economy. 
In Australia, on average, the general insurance industry pays out around 
$147 million in claims each working day1. 

In New Zealand, the equivalent figure is an average payout of around 
NZ$11 million in claims each working day2. 

Insurance makes a significant contribution to the community by sharing 
and transferring risk and helping with loss prevention. Insurance 
customers transfer certain risks to the insurer, and insurers then identify 
and manage the costs of those risks so there are sufficient funds to meet 
the cost of future claims as they arise. To do this, an insurance company 
has to put a price on the likelihood of someone making a claim, and the 
cost of that claim. 

Helping	protect	what’s	important	
Insurance allows people and businesses to protect their most valuable 
assets and avoid the financial burden of repairing or replacing these 
assets from unexpected loss. For example, after a natural disaster, most 
people would not have the necessary savings to rebuild their home 
while simultaneously paying off their original home loan. By providing 
funds to cover the rebuild, insurance can remove this burden.

Benefits	to	the	community	
Insurers also play an important role in identifying, assessing and 
communicating risk. The price of insurance premiums can help 
individuals, businesses  and communities understand their exposure to 
a range of risks. It also provides an incentive to individuals to implement 
preventative and protective measures to reduce vulnerability. We are 
working with all levels of government as well as industry, non-profit 
groups and local communities to increase resilience and we urge all 
levels of government to increase funding for mitigation works to make 
communities safer and more resilient for the long term.

Through our founding work with the Australian Business Roundtable 
for Disaster Resilience & Safer Communities and Resilient New Zealand 
IAG advocates a sustainable, coordinated national approach to making 
communities more resilient, and people safer.

Benefits	to	government	
At a national level, in the absence of insurance governments would 
have a financial responsibility to rebuild and restore communities 
after misfortune or disaster. The private insurance market remains the 
most effective and economically sustainable solution to ensuring the 
maximum number of Australians choose to cover themselves for risk.  

Our tax transparency report 
Our tax transparency report outlines IAG’s approach to tax, including the 
principles that guide us, and sets out details of the tax-related payments 
we made in the year ended 30 June 2018.

We are disclosing this information voluntarily in support of the 
Australian Government’s promotion of tax transparency and the 
contents meet the Australian Board of Taxation’s Voluntary Tax Code.

IAG makes a wide range of tax-related payments to governments in 
the jurisdictions in which we operate. However, the majority of our tax 
payments are to Australian governments. These taxes include corporate 
tax levied on the profits we generate for our shareholders, goods and 
services tax (GST), fringe benefits tax (FBT), payroll taxes (PAYG), stamp 
duties, and other insurance levies.

 
Nick Hawkins 
Chief Financial Officer

 1  Australian Prudential Regulation Authority,  
Quarterly General Insurance Preformance Statistics, May 2019

 2 Data from ICNZ for the year 2017
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3. IAG tax strategy and governance
IAG’s Audit Committee approves the company’s tax strategy  
and governance.

3.1	Approach	to	risk	management	 
and governance
IAG’s approach to tax is guided by the following principles which  
have been endorsed by our Board:

• In all the jurisdictions in which we operate, we conduct our  
activities to achieve tax outcomes that are based on underlying 
economic activity and that comply with all applicable laws and  
meet our risk requirements.

• We comply with the arm’s length principles for international  
related party and intra-group transactions.

• We apply the highest standards of compliance to meet our  
obligations under tax legislation, and invest sufficiently in people  
and systems so we can achieve this, including engaging external 
advisers when required.

• We regularly review our approach to take into account any  
changes within the company, or external developments.

• We are committed to the highest standards of compliance  
in the recognition, calculation and timely payment of all tax  
returns and liabilities.

3.2 Attitude towards tax planning
IAG’s attitude towards tax planning is to ensure that transactions 
and compliance activities undertaken in Australia and by our foreign 
subsidiaries overseas result in taxation outcomes that are based  
on underlying economic activity and that comply with all applicable 
laws and meet our risk requirements. Where appropriate, IAG will 
engage external advisors on complex transactions and for review  
of compliance activities.

IAG together with its Australian subsidiaries has formed a tax 
consolidated group for Australian tax purposes with Insurance  
Australia Group Limited (IAGL) as the head company of the  
tax consolidated group.

3.3 Accepted level of risk in relation  
to taxation
IAG accepts an overall low level of taxation risk in relation to major 
transactions and when undertaking tax compliance activities.

3.4	Approach	to	engagement	with	 
global revenue authorities
We maintain a constructive and professional relationship with  
the relevant overseas tax authorities, having particular regard  
to the need for transparency.

3.5		IAG	UK	Holdings	Limited	tax	strategy
Publication of this statement is regarded as satisfying the statutory 
obligation under Paragraph 16(2), Schedule 19, Finance Act 2016 (UK) 
which prescribes that the UK tax strategy must be published for UK 
entities of IAG. The UK entity to which this strategy applies  
is IAG’s former UK holding company, IAG UK Holdings Limited.
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2.		Reinsurance
3.			Claims	and	

underwriting  
expenses    

4.  Underwriting result =–

Key:

							Taxes	imposed
Taxes borne by IAG	in	2018	financial	year.	
Taxes collected by IAG	in	the	2018	financial	year	but	borne	by	our	customers,	reinsurers	or	employees.

4. Insurance and tax
The economic performance of an insurer involves a number  
of interrelated elements, and taxes are imposed on these elements  
at different stages. The steps – and the taxation points – are illustrated 
below, and a more detailed breakdown of the tax amounts is provided 
on page 8 of this report.

1.	Premiums

5.		Investment	returns	
from	insurance 
reserves 

6. Insurance result
7.			Investment	income	 

from	shareholders’	 
funds

8.		Interest,	corporate	
expenses and  
other	items

10.		Share	of	profit	 
owing to non-
controlling interests 

11.		Net	profit

The total amount we received 
from customers paying for their 
insurance policies

Reinsurance is the insurance 
we buy to protect our financial 
position. In recent years,  
we have reduced the volatility  
of our earnings by entering  
into quota share arrangements 
with some of the world’s  
leading reinsurers.

The amount paid out in claims 
during the year, as well as an 
estimate of how much we need  
to pay on unsettled claims

The costs associated with 
researching risk and determining 
appropriate premiums; 
underwriting; administering  
the policy information required 
to run the business; marketing; 
distribution; and meeting IAG’s 
compliance requirements

Stamp	duty	 

$695m
Net withholding tax  

$73m
PAYG/PAYE tax  

$324m
Net GST  

$335m
Emergency	services	 
levies   

$237m
Fringe	benefits	tax	 

$16m	 
Payroll tax  

$51m

This is the income we receive 
from investments we hold  
to pay future claims

 The income we receive from 
investing our shareholders’ funds 

Income	tax	expense 

$379m

++

=

= – –

–

9.		Income	tax –
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5. International related party dealings
IAG is headquartered in Sydney, Australia and had operations which 
spanned New Zealand, Thailand, Indonesia and Vietnam in the financial 
year ended 30 June 2018. IAGL also has interests in general insurance joint 
ventures in Malaysia and India. IAG’s group reinsurance model requires 
the management of the reinsurance function to be assumed by IAG 
Reinsurance on behalf of the business divisions. IAG Reinsurance accepts 
the reinsurance business ceded from each of the business divisions 
through its captive reinsurers. IAG Reinsurance manages two captive 
reinsurers through which it purchases reinsurance from the external 
market. The captive reinsurers are1:

• IAG Re Singapore Pte Ltd (IAG Re Singapore) domiciled in Singapore 
and regulated by Monetary Authority of Singapore; and

• IAG Re Labuan (L) Berhad (IAG Re Labuan) domiciled in Labuan, 
Malaysia and regulated by the Labuan Financial Services Authority.

On 19 June 2018, IAG entered into sale agreements with Tokio Marine  
& Nichido Fire Insurance Co., Ltd (“Tokio Marine”) for IAG’s operations  
in Thailand and Indonesia. Separate to the transactions with Tokio 
Marine, IAG also entered into an agreement to sell its interest in AAA 
Assurance Corporation, based in Vietnam. The Thailand transaction  
was completed at the end of August 2018 and the others are expected  
to conclude in the financial year ending 30 June 2020, subject to 
regulatory approvals or notifications. 

A summary of IAG’s international related party dealings is provided 
below. All dealings between related parties within the IAG group are 
priced on an arm’s length basis in accordance with global transfer 
pricing laws and OECD guidelines.

TABLE	1:	SUMMARY	OF	THE	COVERED	TRANSACTIONS	

Nature of the international related party dealing Related	parties

1 Insurance arrangements IAG New Zealand Limited

Reinsurance arrangements IAG Re Labuan

IAG Re Singapore

2 Currency derivatives IAG UK Holdings Limited

IAG Re Singapore 

IAG Re Labuan

IAG New Zealand Limited

IAG Finance (New Zealand) Limited

Cross currency interest rate swaps IAG (NZ) Holdings Limited

IAG UK Holdings Limited

3 Management and administrative services IAG (Asia) General Pte Ltd

IAG New Zealand Limited

IAG Re Labuan

IAG Re Singapore 

4 Asset management services IAG New Zealand Limited

IAG Re Labuan

IAG Re Singapore 

5 Treasury services IAG New Zealand Limited

The following table provides a summary of the nature of activities undertaken by subsidiaries incorporated, and branches located, in jurisdictions 
outside Australia:

COUNTRY INTERNATIONAL	RELATED	PARTY	DEALING

Singapore1 Captive insurance company

India General insurance

Malaysia1 General insurance

Labuan1 (a territory of Malaysia) Captive insurance company

New Zealand1 General insurance

Singapore1 Regional head office/research and development

Thailand1 General insurance

United Kingdom1 Intergroup financing

Vietnam General insurance

1 The subsidiary companies in these countries are treated as Controlled Foreign Companies for Australian income tax purposes and are subject to tax at the Australian corporate tax rate  
of 30% on any profits generated from any activities between the subsidiaries and IAG
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RECONCILIATION	OF	ACCOUNTING	PROFIT	TO	INCOME	TAX	EXPENSE	
CONSOLIDATED	

JUNE 18
CONSOLIDATED*	

JUNE	17

 $m $m

Profit for the year before income tax 1,410 1,343

Income tax calculated at 30% (2017: 30%) 423 403

Difference in tax rate 
The amounts shown here are the result of differences between the Australian corporate tax rate of 30% 
and the tax rate applied to IAG’s foreign operations, principally in New Zealand, Singapore and Malaysia.

-48 -31

Impairment not subject to income tax 
Accounting write-downs are generally not tax effected.

11 –

Rebateable dividends 
These amounts are rebates IAG received for its investment activities.

-4 -5

Interest on capital notes and convertible preference shares 
These amounts are for dividends paid on capital notes and convertible preference shares. 
These are treated as interest for accounting purposes and non-deductible dividends for taxation purposes.

6 6

Other -6 -9

Income tax expense applicable to current year 382 364

Adjustment relating to prior year 2 -361

Income tax expense attributable to profit 384 328

Reference: Note 5 (Income Tax) to the 2018 Financial Statements  
* Prior year comparatives have been re-presented due to discontinued operations

1These amounts largely reflect a concessional tax rate applied to reinsurance recoveries  
in Singapore following a review by its tax authorities

6.	Income	taxes	disclosed	in	2018	Annual	Report
The income tax expense disclosed in the IAG annual report is calculated based on International Financial Reporting Standards (IFRS).  
In any one income year there may be a difference between the income tax expense calculated in the annual report and the total cash  
taxes paid to a relevant taxation authority during that same income year.

IAG calculates its effective tax rate as income tax expense divided by accounting profit before income tax. For 2018, the ETR for IAG was 27.8%. 
Provided below is the calculation of the income tax expense for IAG and its Australian operations showing the impact of adjustments to the  
income tax expense on the calculation of the effective tax rate, a reconciliation of income tax expense to cash tax paid and five-year  
historical effective tax rates for IAG.

6.1	Reconciliation	of	accounting	profit	to	income	tax	expense
Corporate taxes of $379 million were paid in the year ended 30 June 2018. IAG expects to pay a further $16 million of tax on its pre-tax  
profits of $1,410 million after the financial year end. This payment is explained further in the following section, tax paid analysis.

Apart from the company tax incurred on our profits, there are a number of other significant taxes arising from IAG’s operations including:

• insurance duty and GST collected on insurance premiums paid by customers; 

• employment taxes; and 

• withholding tax on reinsurance premiums paid.  

In the year ended 30 June 2018, the $379 million of corporate income tax paid represented 18% of the total tax paid by IAG.
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6.2	Reconciliation	of	income	tax	expense	to	cash	tax	paid

RECONCILIATION	OF	INCOME	TAX	EXPENSE	TO	INCOME	TAXES	PAID
CONSOLIDATED	

JUNE 18
CONSOLIDATED	

JUNE	17*

 $m $m

Income tax expense attributable to profit 384 328

Differences between tax and accounting recognition
These differences occur where tax legislation and accounting standards differ in when they allow 
income and the deductibility of expenses to be recognised. This leads to temporary timing differences 
between accounting profit reported and tax profit on which tax is calculated.

11 -14

Timing differences in the payment of tax
There are differences in the timing of the payment of tax because tax instalments paid during the relevant 
financial year are influenced by the level of tax paid in the previous financial year. Companies are then required 
to pay the balance of any income tax payable on 1 December of the subsequent financial year.

-16 -177

Total corporate income tax paid by IAG 379 137

* Prior year comparatives have been re-presented due to discontinued operations

6.3	Effective	tax	rates
CONSOLIDATED	

JUNE 18
CONSOLIDATED	

JUNE	17

Accounting effective company tax rate for:

– Australian operations 31% 29%

– Overseas operations 27% 24%
     

The effective tax rate for overseas operations is less than the Australian corporate tax rate of 30% because of the difference in tax rates that apply to 
IAG’s foreign operations, principally in New Zealand, Singapore and Malaysia.

TAXES	BORNE	BY	IAG

Total:

$446m
Total:

$1,664m
TOTAL	PAYROLL	
TAX	$51m
VIC:  $15.6m
NSW:  $28.1m
QLD:  $2.7m
SA:  $1.4m
WA:  $3.5m
TAS:  $0.1m
NT:  $0.1m
ACT:  $0.2m

TOTAL INCOME 
TAX	$379m

NET GST $335m

EMERGENCY	SERVICES	
LEVIES	$237m

TOTAL	INSURANCE	
STAMP	DUTY	
$695m
VIC: $207m
NSW: $243m
QLD: $93m
SA: $61m
WA: $75m
TAS: $11m
NT: $5m
ACT: Abolished

FRINGE	BENEFIT	
TAX $16m

SALARY	AND	WAGES	
WITHHOLDING	$324m
  PAYG: $243m  
 (Australia) 
 PAYE: $81m  
 (New Zealand) 

WITHHOLDING	
TAXES	$73m

7.	Tax	contribution	summary

TAXES	COLLECTED	BY	IAG	BUT	BORNE	BY	CUSTOMERS, 
REINSURERS	OR	EMPLOYEES
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8. ATO tax transparency disclosures
In December 2018, the Australian Taxation Office published the following taxation information from the Australian tax consolidated group income tax 
return for 2017:

2017	 IAG

Total income $14,369,786,442

 Taxable/net income $1,073,228,323

Tax payable $242,202,624

Taxable income is calculated based on accounting profit adjusted for allowable tax timing and tax permanent differences as provided for in the 
Australian tax law. Tax payable is calculated at the corporate income tax rate (30%) of taxable income, reduced by available tax offsets. For IAG,  
the primary tax offset which reduces the tax payable amount is the franking tax offset.


