
Motor Trades Association of Australia 

The General Manager 
Adjudication Branch 
Australian Competition and Consumer Commission 
PO Box 1 199 
DICKSON ACT 2602 

Dear Sir 

I write in response to correspondence received from the Commission about submissions it 
had received in relation to MTAA's application for Authorisation, A91025. As you would be 
aware, MTAA and MTA NSW have had a number of meetings and discussions with the 
Commission both prior to and since lodging the Authorisation application. During the course 
of those meetings, we have attempted to provide the Commission with detailed information 
about the development of the proposed Guide. The Association has equally been aware that 
the Trade Practices Act provisions have meant that there have been limitations on us as to 
what we have been able to say and to show to other parties about the proposed Guide. This 
has perhaps led to a misunderstanding by some stakeholders as to the level of detail known to 
the Commission and in fact about the detail of the Guide itself. 

MTAA understands that the Commission received submissions from Auto and General 
Insurance, AAMI and IAG. Thank you for the opportunity to comment on those 
submissions. I have set out below some introductory comments and also the Associations 
response to matters raised by each of those Insurers. 

I would first though like to clarify the use of the word "promote" in both the request for 
Interim Authorisation and the Authorisation application itself. It has been brought to 
MTAA's attention that some interested parties' representatives (in this case insurer 
representatives) have concerns with the use of and the meaning of the word 'promote '. 

The interpretation has been that, in using the word "promote", the Association would be 
encouraging members nationally to use the Guide and commence preparing estimates for 
insurers in a 'real time, real money' format. Further, it is assumed that in "promoting" this 
philosophy other interested parties (again, insurers) would be excluded from having any input 
to the future direction of the sector because of a lack of a structured consultation process. 

This, as the ACCC is aware, could not be further from what is intended will happen should 
our Authorisation application be successful. At all times, MTAA's intent was and has been 
clear. This model or product has been developed in an attempt to bring into the insurance and 
repair sector an 'honest and transparent way of doing business'; not only between individual 
insurers and repairers; but also between insurers, in relation to recoveries amongst 
themselves. (In general terms 'recoveries' are where insurers debate between themselves the 
'quantum' in relation to claims where other insurers' policyholders are at fault. The debate 
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normally centres on what the 'at fault insurer' claims it would have cost them to repair the 
same damage.) Most importantly when the repair work is of a private nature, transparency 
between the repairer and the consumer would also be increased. 

MTAA would also like to reinforce that this initiative to develop the on-line times manual, 
the Guide, has occurred, because of dissatisfaction amongst repairers with the current 'funny 
time, funny money' arrangement and also because of recommendations from public inquiries 
for a move to a system based on 'real time, real money. 

MTAA would like to acknowledge that the ACCC has endeavoured in the past to resolve 
some long standing issues between repairers and insurers and has asked for the sector to take 
the initiative and develop its own solution. In addition, two Productivity Commission 
inquiries have recognised relationships between the sectors have been strained, with one of 
the key issues being the persistent reliance by insurance companies on the 'funny time, funny 
money' system of preparing estimates. 

Auto and General Insurance 

The ACCC has had several presentations on the Guide identifying the suggested format in 
which estimates would be written in the future. This appears to be what Auto and General 
Insurance (or Budget Direct Insurance as the company is better known in the market), in the 
first two paragraphs of its submission, agrees with; a move by the sector from the current 
system of 'funny time, funny money' arrangement. The Company states its position as being 
that; 

"Auto & General supports a move towards the introduction of real time real money 
(RTRM) and an open and transparent estimation process" and 

"Over the last 2 years Auto & General lzas invested time and resources into tlze 
development and implementation of our own RTRM application throughout 
Australia". 

MTAA's concern here is that while Auto and General Insurance opposes what MTAA is 
seeking through its Authorisation, its representatives did not attend the recent meeting 
organised by the Insurance Council of Australia (ICA), nor has any representative of the 
Company made contact with the MTAA or its representatives on this issue. Therefore, 
Budget Direct Insurance "objection" is in the opinion of the Association an uninformed one. 

Auto and General Insurance has suggested that it "has invested time and resources into the 
development and implementation of our own RTRM application throughout Australia". 
Currently all members of the MTANACCs across Australia use the current MTA-NSW 
Times Manual and apply either SUNCORPIGIO or AIlianz hourly rates when quoting Auto 
and General Insurance company repair work. 

Auto and General Insurance raises issues about the alleged setting of "standardised time" in 
any move to a 'real time, real money' arrangement yet notes itself that it has over the last two 
years 'developed and implemented' just such an arrangement. For the record MTAA has 
never proposed nor suggested that there would or should or could be any standardisation of 
times as a result of any move to a real time environment. 



MTAA representatives have gone to great lengths to identify that in developing the Guide its 
philosophy has been a "bottom up approach" where the time allocated is based on 'new' 
undamaged panels. This does not include or take into account access to areas where the 
ability to complete the task (as disclosed) is denied or difficult or impeded because of 
surrounding damage. The Association has also gone to great lengths to time processes in 
workshops where facilities, efficiencies and productivity performance of staff are measured 
and are a priority. That has been identified in both video and other examples as shown not 
only to the ACCC, but also to other stakeholders who have requested MTAA representatives 
brief them on the material that has been provided to the Commission. Again, the Association 
has had no contact from Auto and General Insurance and thus in our view its comments are 
uninformed. 

MTAA also notes that Auto and General Insurance makes a claim that "competition" will 
diminish if 'real time, real money' is introduced; this claim seems to be based on the 
misunderstanding of what the Association is seeking. 

MTAA and its Member bodies support and encourage competition in the market and you will 
be aware that the Association is not, in this Authorisation application, seeking to impose 
standardised times and or procedures on repairers. Nor is the Association seeking to erode 
the competitive nature of the body repair sector. Times manuals have been available to motor 
vehicle repairers and insurers for many years; albeit that those used in Australia are based on 
a now outdated and inappropriate system of 'funny times'. The availability and use of times 
manuals is not an unknown practice internationally and MTAA does not believe that that 
availability andlor use has led to the development of an inefficient industry overseas. 

MTAA does not seek to set 'recommended and standardised times', nor, is the Association in 
any way 'endorsing the lowest level of efficiency in the practices of repairing vehicles'. The 
Association is rather seeking authorisation to promote (as in discuss with motor vehicle crash 
repairers and insurers) a guide which repairers may wish to use (or not) in preparing 
estimates in a real time, real money environment (should insurers choose to accept estimates 
prepared on that basis). Clearly the efficiency of individual repairers will be demonstrated by 
the times they chose to quote in conjunction with their individual hourly shop rate (which 
itself will reflect the level of capital invested in the repair shop (including the level of 
equipment) and the skill level of the repairer's staff). I would observe however that Auto and 
General Insurance, having itself 'invested time and resources into the development and 
irnpleinentation of our own RTRM application throughout Australia' makes me wonder 
whether that in itself is not an inconsistency between what it says it has done, and what it 
expects will be the outcome of a successful Authorisation application by MTAA. 

The Association is not seeking an authorisation for the introduction of real time, real money 
per se; that would be a consideration for those corporations who acquire the services of motor 
body repairers. It is recognised by MTAA however, that should real time, real money be 
introduced, it would certainly result in a significant increase in the level of transparency 
currently available in the estimation process. 

MTAA is not seeking either to standardise the costs of materials. As the Commission is 
aware, as are others who have enquired, the Guide allows for wide geographical variation of 
materials costings and again, these are included in the times manual as a nuide to assist 
repairers. They are not mandatory minimum (or maximum) materials costs. 



MTAA makes the point that the final 'quote' agreed between repairer and insurer, whether 
for a 'repair' or a 'remove and replace' operation is always likely to be the subject of some 
(at a minimum) negotiation between the parties. The Association does not therefore see the 
use of a times guide (if this Authorisation is successful) leading to 'fixed' outcomes in the 
marketplace. 

In relation to the seven matters raised by Auto and General on page two of its submission, I 
can advise the following: 

1. 'repair' times are a matter for negotiation between insurer and repairer (as they 
always have been). The proposed real times guide does not cover repair times, 
thus they will be determined jointly by the provider and the acquirer of the 
services; 

2.  as 'repair' times will be a matter for negotiation they will not be 'determined'; 
3. if by what is the consultation process, Auto and General is referring to 

consultation on the proposed real times guide, there has been discussions 
obviously with those repairers who have assisted in the development of the 
proposed guide - that is, those who have allowed MTA NSW access to their 
workshops, to allow for timing and videoing of tasks to be undertaken. Wider 
consultation cannot be undertaken until the Association has received an 
Authorisation from the Commission; 

4. the stakeholders in this process would seem to be insurance companies and 
repairers and their representative Associations; 

5. as mentioned above repair times are not covered by the proposed guide. Times 
for 'remove and replace' will be reviewed based on comments from users (both 
repairers and insurers) should the guide ultimately be accepted into the 
marketplace; 

6. at this point in time there are no terms and conditions of review, but it is unlikely 
that any times in the proposed guide would be altered without first having 
received 'field' reports from either or both insurer and repairers which would 
trigger further research and if, necessary, a recalculation of the time included in 
the Guide. In addition no times in the Guide would be amended without their 
being a formal advising to insurers (which would include an explanation for the 
change); and 

7.  it is unclear why an appeals process would be necessary when the guide is for 
voluntary use and the final say on whether it accepts any estimate is with an 
insurance company. In the Association's view there is therefore no need for an 
appeals process. 

I would observe in relation to the comments by Auto and General Insurance about the Motor 
Vehicle and Repair Industry Code of Conduct, that 'the potential exists for the MTAA 
proposed rates to ultimately be enforced by way of a reasonable test established within the 
code ', that: 

1. MTAA is not proposing 'rates' in this application; it never has and never would; 
and 

2. to the best of the Association's knowledge Auto and General Insurance is not a 
signatory to the voluntary Code (though it has been covered by the mandatory 
New South Wales code in relation to the repair of vehicles in that State). 



AAMI 

MTAA would observe that AAMI has in the past, in a variety of publicly posted submissions 
and again in its current submission, clearly stated that its estimation process does not include 
the use of a "Times Guides". AAMI has also said that is has no objection to motor body 
repairers preparing estimates for motor vehicle repair work on the basis of actual times. 

The ACCC has had several presentations on the Guide and the suggested format in which 
estimates would be written in the future; which is exactly what the AAMI in its "Summary of 
Submission" is stating that it has no issues with accepting. AAMI in that summary states 
that: 

"AAMI has no objection to smash repairers preparing estimates for motor vehicles 
repair work on the basis of actual times likely to be taken and in also separately 
listing the actual cost of any necessary paint, parts and consumables". 

AAMI notes that it currently uses a 'two-quote system' and that those repairers within the 
AAMI system are preparing estimates in dollars, and not units of hours multiplied by a dollar 
amount. However, AAMI then goes on to identify itself as one of those Insurers who acquire 
services from motor body repairers in that manner whereby an Authorisation of the nature 
sought by MTAA would affect it; AAMI states 'However, AAMI acknowledges that a 
possible change in some parts of the industry can haveflow on effects.for is business'. 

To clarify, AAMI has a "Two Quote" or "Competitive Quoting" system within its assessing 
centres. These systems are no more, in MTAA's view, than an 'Assessing Tool(s)' to control 
cost, rather than a mechanism that promotes a "Competitive Market" and transparency; that 
system also does not identify any credible actual times. 

The Association also recognises and is concerned that AAMI is more concerned in its 
submission as to how this, the Guide and any move to a 'real time, real money' arrangement, 
will affect its business and assessing model, rather than any perceived benefit there may be 
for the consumer. 

AAMI, in its submission also relies, to a degree on introduction of the Motor Vehicle 
Insurance and Repair Code of Conduct and what it has achieved for relations between 
repairers and insurers as rendering any move to 'real time, real money' as likely to be 
ineffective in improving (further) relations between repairers and insurers. In MTAA's view 
the Code has resulted in increased and improved dialogue between insurers and repairers. 
However, the Code, even though the "Federal Code" has been mandated in NSW, gives no 
directive about a move to 'real time, real money'. The Code simply recognises that there 
have been some developments in that direction (outside of the Code process itself). The Code 
was also never intended, nor was it ever drafted, to deliver a methodology to secure the 
outcome of a move from 'funny time, funny money' to 'real time, real money'. The 
Taskforce negotiating the Code was in fact precluded from addressing that issue. 

AAMI has again referred to an alleged "over-supply" of smash repairers. AAMI then 
mentions that that issue "is not a matter of debate". The Association strongly believes that 
market forces will determine the 'supply' of repairers and that in any event this is not a 
relevant matter to the Authorisation application. 



MTAA is most disappointed that AAMI sought to deliver statistics on repairers' profitability. 
The Association has never inferred that repairers are not profitable; what MTAA has sought 
to identify is that with vehicle construction changing, and the metals used in that construction 
also changing, the current estimation and assessment methodologies cannot continue. The 
Association has also been extremely critical of the current 'funny time, funny money' 
arrangement because it lacks transparency and is a means by which insurers can unfairly 
restrain repairers from passing on legitimate increases in business costs. The whole process 
in preparing an estimate and determining a methodology for the repairing of a damaged 
motor vehicle now, more than ever before, has to be identified accurately. MTAA is 
attempting through the guide, to identify the realistic time to complete an operational task to 
the manufacturer's specification (as required in the Code), with materials and the cost of 
those materials being identified separately. 

AAMI states that the public benefits likely to arise from a move away from 'funny time, 
funny money', are "in fact small" (see section 5.1 of its s~~bmission). AAMI goes on to 
propose that, in fact, the public benefits identified by MTAA in its Authorisation application 
are in fact being delivered through, or are more likely to be delivered through, the Code. As 
the ACCC is aware, the Code does not and could not (because of the Terms of Reference for 
its development) address the issue of a move away from 'funny time, funny money' to a more 
transparent method of preparing estimates. The public benefits therefore of such a move will 
not be delivered by the Code. 

MTAA has long believed that the development of a code (preferably a mandatory code) and a 
move away from 'funny time, funny money' are a package of policy measures which in 
MTAA's view will assist in improving relations in the motor vehicle repair sector and in 
increasing transparency in that sector with a view to ensuring a sustainable and viable sector 
which will continue to provide a high level of service to those who acquire repairers services; 
specifically insurers and consumers. 

In relation to the 'suggestions' by AAMI as to the conditions that the Commission should 
impose on MTAA in the event of a successful Authorisation application, the Association can 
only repeat what has previously been advised to the Commission and to stakeholders: 

1 .  the Association does not, will not and understands clearly that it cannot, promote 
an hourly shop rate; 

2. the Association has made it very clear that the Guide, if this Authorisation 
application is successful is intended as a Guide only and its use by either repairers 
or insurers is a matter for individual decision; 

3. the Association understands equally its obligations in relation to collective 
arrangements under the Trade Practices Act. 

In its submission IAG raises concerns in relation to the 'readiness' of the sector to move to a 
real time, real money estimation process. MTAA shares, in part, that concern and in fact 
shares that concern in relation to the 'readiness' of repairers and insurers. In the broad, 
MTAA accepts that there is a lack of knowledge on the part of both insurers and repairers 
about an estimation system based on real time, real money. Generations of both repairers and 
insurer representatives have worked with a system based on 'funny time, funny money'. 
MTAA further believes that before there is any general acceptance by either or both of 



repairers and insurers to a real time, real money environment, consideration must be given to 
the education and training of insurer representatives, repairers and assessors, in the estimation 
and assessment process and that that training will in fact be a necessity. That indeed is the 
point of the MTAA's Authorisation application. Until the Association is authorised to train 
and educate stakeholders about a real times estimation process, the sector as a whole will not 
be 'ready' to make a judgement about a move to a real time, real money environment. 

IAG further states "it is unrealistic for the MTAA and its state branches to avoid discussion 
of real money rates whilst presenting their "Real Times Guide". I can only reiterate that 
MTAA and its Members are well aware of their obligations and responsibilities under the 
Trade Practices Act and I can only state again that 'shop rates' and their calculation are a 
matter for individual repairers and their business advisors to determine. MTAA's Member 
motor trade associations and automobile chambers of commerce have for decades been 
educating and informing employers in the retail motor trades on a range of important policy 
and regulatory matters which impact on their businesses; but without discussing or 
recommending or identifying 'shop rates'. MTAA fails to see why the Associations would, 
in this matter, discuss in this process, "rates" when they are clearly aware that to do so is 
inappropriate and further that it may well contravene the Trades Practices Act (1974). 

Section one of the IAG submission identifies the steps that IAG has taken to develop its own 
real times guide. MTAA notes that those steps are not dissimilar to that used by MTA NSW 
in developing the MTAA real times guide. However, in developing the MTAA real times 
guide, manufacturers' specifications and preferred repair methods are also taken into 
consideration. 

Section two of the IAG submission raises a number of issues relating to the level of detail 
provided by MTAA in its Authorisation application. The heart of those concerns appears to 
be the use, by MTAA, of the term 'promote'. MTAA comments on that concern are included 
in the introductory paragraphs of this letter and do not need to be repeated here. The times 
guide does not include 'average' times. The times in the Guide are realistic workshop times. 
However, in response to the broader issue that working detail is lacking in the Authorisation 
application, I would note that the Association requires an Authorisation from the ACCC in 
order for it to initiate discussions with both insurers and repairers on the Guide itself, how it 
was developed and how it would operate in the market. 

IAG's issues about a 'review' of the data in the times guide have been answered earlier in 
this correspondence in response to similar issues raised by Auto and General Insurance. 

The Association's response on whether the sector is 'ready' (section three of the IAG 
submission) to move to a real time, real money system of estimation preparation has been 
answered in detail above. The only other point to note is that a move by the sector to real 
time, real money is in large part dependent upon insurers accepting estimations prepared in 
that format. 

The real time, real money trial currently undertaken by IAG would suggest that the Company 
is already addressing many of the points that it has raised in its submission. 

In relation to the changes that TAG has identified that repairers will need to make in 
transitioning to a real time, real money environment, MTAA has already recognised that 
change will be necessary at the workshop level. This Application is part of the education 



process for repairers in the use of the times guide and the separation in estimates of materials 
costings. However, it is also acknowledged, by MTAA, that repairers will need to seek 
separate advice from their own business advisors about a move to a realistic shop rate. 

In section four of its submission, IAG has raised the issue of hourly rate calculations. I again 
reiterate that the hourly rate is a matter for each individual repairer and not for the 
Association to determine or set. Again, the Association is very much aware of its 
responsibilities and obligations in relation to the Trade Practices Act. I would note though 
that any repairer who is not competitive in the market will presumably not be successful in 
securing 'work' from insurance companies. 

IAG seems to be concerned that the introduction of system of a real time, real money will 
lead to an increase in average repair costs. MTAA is not aware of any evidence which would 
suggest that would be the case. What is correct though is that a move to real time, real 
money will enable repairers to identify where their business expenses have increased; for 
example where paint costs have increased. In the past these costs have not been transparently 
passed on to the 'acquirer' of the repairer's services, that is, the insurance company. The 
Association does not advocate an increase in average repair costs; however, where repairers 
costs of doing business have increased, they like any other business in the economy should be 
able, to the extent a competitive market will allow, to pass those costs on to those who 
purchase their goods and/or services. 

MTAA also notes that IAG, as have others who have raised objections, also agree "in 
principle" with a move to real time, real money; albeit slowly and cautiously. 

IAG's other major concern in relation to the MTAA Authorisation application seems to be 
that the Association should be adopting IAG's guide. I would point out that MTAA has 
never proposed that the real times guide which is the subject of this Authorisation application 
would be the only guide available to insurers and repairers to use if they so choose. Equally, 
both IAG and MTA NSW currently have guides available to repairers and insurance 
companies; albeit that those guides are based on funny times. Other companies also market 
times guides and are available for purchase by repairers and insurers. 

In closing I should advise that MTAA/MTA NSW and its representatives have recently been 
involved in the following presentations ; 

Insurance Council of Australia and members; 
SUNCORPIGIO; 
QBE Insurance and Western QBE Insurance; 
Discussion with Allianz about sharing information on real times with one of its 
research groups; 
Institute of Accident Assessors (IAA); and 
Lumley's Insurance 

These presentations have not extended beyond the material which has previously been 
presented to Commission staff. As a result of those presentations the following outcomes 
have arisen: 



SUNCORPIGIO has now indicated that it wishes to have access to the MTAA Guide 
and assemble a project team, including some of its Network Repairers with a view to 
their participation in SuncorpIGIO's own trial research program; 

QBE Insurance and Western QBE Insurance have also identified that they wish to 
have access to the MTAA Guide and have indicated that they also wish to assemble a 
project team, and involve some of their Network Repairers in their own trial research 
programs. It is understood that these trials will be conducted in Melbourne, Victoria; 

Lumley's Insurance has requested access to the MTAA's Guide for it to do an internal 
desktop trial, initially; and 

IAA has now requested a formal presentation on the science behind the development 
of the real times guide. 

I trust that this information is of assistance to you in your consideration of the Association's 
application. Should you require any further assistance please contact Sue Scanlan of this 
Office. 

Yours faithfully 

MICHAEL DELANEY 
Executive Director 

16 March 2007 




