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Pre-Decision Conference: Authorisation A91025 lodged by the 
Motor Trades Association of Australia 

7 May 2007 
Canberra Rex Hotel 
Northbourne Avenue 
Braddon ACT 

Attendees: 

Australian Competition and Consumer Comn~ission 

John Martin (Chair) 
Commissioner 

Scott Gregson 
General Manager - Adjudication 

Darrell Channing 
Director - Adjudication 

Sharon Clancy 
Assistant Director - Adjudication 

Cameron Martin 
Senior Project Officer - Adjudication 

The applicant 

Michael Delaney 
Executive Director 
Motor Trades Association of Australia 

Sue Scanlan 
Deputy Executive Director 
Motor Trades Association of Australia 

James McCall 
Executive Director 
Motor Traders' Association NSW 

Greg Coli 
Senior Manager 
Motor Traders' Association NSW 

Interested Parties 

John Driscoll 
General Manager - Consumer Directorate 



Insurance Council of Australia 

Justine Hall 
Senior Policy Advisor - Consumer Directorate 
Insurance Council of Australia 

Nicholas Scofield 
General Manager Corporate Affairs 
Allianz Australia Ltd 

Maureen Joseph 
National Manager, Strategic Development Repair Industry 
A AM1 

David Brown 
Head of Assessing and Claims 
Insurance Australia Group 

Conference commenced: 10:15am 

Introduction 

Commissioner John Martin welcomed attendees, made some introductory remarks 
outlining the purpose of the conference, declared the pre-decision conference open and 
invited the party that called the conference, John Driscoll, on behalf of the Insurance 
Council of Australia, to make an opening statement. 

Opening Slatements 

John Driscoll, General Manager - Consumer Directorate, Insurance Council of 
Australia, thanked the Commission for the opportunity to appear. Mr Driscoll noted the 
attendees appearing on behalf of the various insurance companies. Mr Driscoll noted 
that the ACCC appeared to have made a number of assumptions as part of its draft 
determination that some members believe require further discussion. Mr Driscoll noted 
that not all members agree or disagree with what will be discussed, some have issues 
with one or two assumptions, while others have issues with more. 

Mr Driscoll stated that the ICA had identified eight categories of what it consudererd 
were assumptions that underpin the ACCC's draft determination. 

1. Insurers are in an advantageous bargaining position in their dealings with 
repairers. 

2. The real times guide is for guidance only, with final prices subject to 
negotiations. 

3.  There will still be competition because repairers will charge different shop rates. 

4. If individual repairers are able to charge individual shop rates, the real times 
guide is unlikely to lead to the standardisation of shop rates between smash 
repairers and unlikely to prevent them from competing for smash repair jobs. 



5. The consumables calculator is a necessary part of the application. 

6 .  The consumables calculator provides a simple and fair method of calculating 
paint and parts cost separate from the real times guide. 

7. The consumables calculator is a guide only and will not lead to the 
standardisation of the cost of materials. 

8. The real times guide and consumables calculator will not be detrimental to the 
competitive nature of the market. 

[These are assumptions the ICA considers underpin the ACCC7s draft determination 
and not necessarily the assumptions made by the ACCC] 

Mr Driscoll then asked Mr David Brown to comment on the issue raised regarding the 
negotiating power of insurers. 

David Brown, Head of Assessing and Claims, Insurance Australia Group, stated that 
IAG is supportive of the MTAA's move towards real timelreal money. Mr Brown made 
reference to paragraphs 7.21 and 7.23 of the draft determination in relation to 
bargaining power. Mr Brown noted that market pressures such as choice of repairer 
place insurers in a weaker bargaining position. Once a vehicle is in a smash repairer's 
shop, that repairer is in an advantageous position, as insurers have to pay to move the 
vehicle. Mr Brown also noted that customers may want to continue using a smash 
repairer because they have been provided services such as courtesy cars, even though 
the actual cost charged to insurers may be higher than reasonable. Mr Brown then re- 
iterated his support for a move to Real TimeIReal Money. 

Nicholas Scofield, General Manager Corporate Affairs, Allianz Australia Ltd, stated 
that he agreed with IAG. Mr Scofield noted that the approach to quoting is important, 
being competitive quoting versus choice of repairer. Mr Schofield noted that 
80 per cent of insurers offer choice of repairer. Mr Schofield stated that cars rarely 
move away from repairers once they are in the shop, due to customer service or price 
reasons. Mr Scofield stated that smash repairers have a certain degree of power given 
that insurers are reluctant to move vehicles once they are in a shop, except where the 
price is blatantly outrageous. Mr Schofield noted that cars are unlikely to be moved 
where the insurer considers that the price charged is 10 to 15 per cent too high, even 
though this is not a small amount. 

Michael Delaney, Executive Director, Motor Trades Association of Australia, stated 
that he was troubled by the direction that the discussion was heading in and challenged 
whether the draft determination relied on the eight assumptions raised by the ICA. Mr 
Delaney noted that a number of submissions had been received prior to the draft 
determination that the MTAA had been able to respond to, and noted that the MTAA is 
disappointed that the ICA did not lodge a written subn~ission that the MTAA could 
formally respond to. 

James McCall, Executive Director, Motor Traders' Association NSW, stated that IAG 
and Allianz had misconceptions in relation to bargaining power. Mr McCall noted that 
insurers are able to exercise control in a number of ways, including by bringing smash 
repairers into their repairer networks. Mr McCall noted that the figure of 80 per cent of 



insurers offering choice of repairer is not the same as the actual number of 
policyholders who take up the choice of repairer option. Mr McCall noted that if the 
price quoted by a smash repairer is too high, insurers are able to get a competitive quote 
from another smash repairer. Mr McCall also noted that cars are moved between 
repairers all the time in NSW. 

Greg Coli, Senior Manager, Motor Traders' Association NSW, noted that the code of 
conduct has been accepted across Australia and is law in NSW. Mr Coli noted that 
insurers can obtain a second quote and move a car between smash repairers if they 
choose. 

James McCall stated that not all insurers support the assumptions. 

Maureen Joseph, National Manager, Strategic Development Repair Industry, AAMI, 
noted that she had spoken to Tim Jeffcoat of Suncorp yesterday, and Suncorp are keen 
to move towards Real Time Real Money. Ms Joseph noted that the code of conduct is 
clear in that insurers can remove repairers from their preferred repairer lists, but that 
there is a lengthy process involved. Ms Joseph noted that, in a one on one negotiation 
between an assessor and a smash repairer, insurers do not have the sort of market 
power they may be expected to have given the difference in size. 

David Brown, noted that insurers are not always in control. Mr Brown noted that one 
on one negotiations have a different dynamic to insurers negotiating with repairers and 
noted that insurers incur the cost of moving a car between smash repairers. 

Nicholas Scofield noted that network repairers are chosen for a number of reasons 
including their track record and their geographic location. Mr Schofield noted that 
choice of repairer drives the network arrangements, whereby if Allianz customers are 
not choosing to use a particular network smash repairer, then that repairer will not be 
required. Mr Schofield noted that, from a distance. it may appear as if insurers have a 
large degree of power within the market. Mr Schofield noted however, that it is 
difficult to move a car once it is in a particular smash repair shop, and that, because of 
this, there may not be a large imbalance in bargaining power. 

Michael Delaney stated that he rejects entirely that any change in market power is due 
to the code of conduct. Mr Delaney noted that the number of policyholders that choose 
their repairer is tiny. Mr Delaney noted that market power does not relate to towing out, 
but to the price of the job. Mr Delaney stated that there is a range of other economic 
tools that insurers can use in relation to repairers, such as delaying payment for jobs 
already carried out, and delaying approval for new jobs. Mr Delaney stated that no 
smash repairer would say that there has been a reversal in market power. 

Nicholas Scofield stated that the he is not arguing that bargaining power has changed 
since the code of conduct. Mr Schofield noted that Allianz will always pay more for a 
job than AAMI because AAMI use competitive quoting as opposed to choice of 
repairer. 

[Discussion moved to the issue of the voluntary take up of the guide] 



John Driscoll stated that feedback from members "on the ground" indicates that if the 
guide is authorised it is likely to result in widespread adoption. As the guide may 
provide the most accurate times it is likely that smash repairers will use it. Mr Driscoll 
noted that the guide will become the standard and there will be no ability for insurers to 
negotiate the numbers. 

Michael Delaney stated that this assumption is anecdotal and predictive. Mr Delaney 
noted that the times in the guide are real times based on measurements and science. Mr 
Delaney noted that if the guide has errors in it, it will not be accepted. Mr Delaney 
noted that there are also other guides that can be compared with this guide. 

Nicholas Scofield noted that the guide has been developed by timing the operations 
involved. Mr Scofield noted that the nature of the guide is such that the times will not 
be subject to negotiation. Mr Scofield stated that given that the guide will output the 
time taken, the price for consumables and paint, around 85 per cent of the job will be 
determined. Mr Scofield stated that, because of this, you can go to 10 different repairers 
and be lucky if the estimate changes by as little as two per cent. 

James McCall stated that there can be negotiation on the guide. Mr McCall noted that 
this includes times in the guide. Mr McCall noted that insurers can negotiate because 
they can say what they are going to pay. Mr McCall noted that the times in the guide 
have been scientifically tested, and have been developed after reviewing the time taken 
by many repair shops rather than just one. 

Greg Coli noted that the guide is not just about time, but also about methodology and 
efficiency. Mr Coli stated that methods are been based on a number of factors including 
the manufacturer's specifications and the Australian design rules. Mr Coli noted that 
each job is different in terms of remove and replace, repair and paint. Mr Coli noted 
that the efficiency of the workshop to perform a method will come into play. 

[Discussion moved to the impact of variation in shop rates] 

John Driscoll stated that members do not see the idea of having individual shop rates 
as being available. Mr Driscoll noted that companies have a standard hourly rate that is 
paid to smash repairers. Mr Driscoll noted that for this reason, there is likely to be very 
little difference between the price for each smash repairer when using the guide. 

Nicholas Scofield stated that each insurance company has a standard rate. Mr Scofield 
noted that there is no chance that Allianz will go into a varying shop rate. Mr Scofield 
noted that such a change would be difficult. Mr Scofield noted that if the new times 
work out to be a third of the.funny time.funny money times, and the funny time.fi1nny 
money hourly rate is $30, then the new rate will likely be around $90. Mr Scofield 
noted that to keep repair costs neutral, assessors will have to adjust the times that they 
would normally allow for repair. If assessors allow too much time then costs will blow 
out. Mr Scofield noted that repair times make up about 15 per cent of a job. Mr 
Scofield noted that a lot of negotiation currently takes place around paint times. 

Michael Delaney noted that insurers do not have to use the model provided by the 
MTAA, and that they will retain the power to choose whether to do so. Mr Delaney 
noted that Mr Scofield's submission assumes that the market is static. Mr Delaney 



noted that some repairers discount, and variable and fixed costs are involved. Mr 
Delaney noted that price can depend on factors such as brand name and region. Mr 
Delaney noted that smash repairers need to manage their skills, technique and what 
consumables they use on a particular job. 

John Driscoll stated that feedback suggests that there is little question that shop rates 
will standardise if the real times guide is used. Mr Driscoll noted that prices may be 
different in different geographic regions (using the example of suburbs in Northern and 
Western Sydney), but prices within regions are likely to standardise, and the cost of 
transporting vehicles would negate any cost saving involved in moving damaged 
vehicles between these regions. 

Greg Coli stated that costs do vary according to geographic area. Mr Coli noted that 
there would be some standardisation of cost within an area because the cost of 
operation is likely to be similar. Mr Coli noted that. currently, smash repairers are paid 
the same price by insurers across regions (businesses within Northern Sydney are paid 
the same as those in Western Sydney). Mr Coli noted that insurance premiums change 
on the basis of geographic region. Mr Coli again noted that the guide is only intended 
to provide a base for negotiations. 

John Martin asked if parties wanted to comment on the issues surrounding 
consumables costing. 

John Driscoll stated that some insurers consider that the consumable calculator is not a 
necessary part of the application. 

Scott Gregson noted that there is not any assumption within the ACCC's draft 
determination that the consumables calculator is essential. 

Nicholas Scofield stated that Allianz is concerned about the presence of the 
consumables calculator within the real times guide. Mr Scofield noted that the ACCC 
had identified the consumables calculator as a negative, but that this was considered to 
have been offset by the public benefit. Mr Scofield noted that where real labour times 
are used. real money will flow. Mr Scofield noted that the MTAA guide will work out 
the price of shop consumables, paint and parts. Mr Scofield noted that if the guide says 
that you should charge $30 in workshop materials then there is little basis on which an 
assessor can dispute the price. Mr Scofield noted that this ties down the job to a degree 
that leaves little room of negotiation. Mr Scofield noted that repairers will charge the 
same price regardless of whether they are getting discounts on consumables. 

Michael Delaney stated that the consumables part of the guide is for guidance only. Mr 
Delaney stated that the going rate is not dictated by the guide. and is open to 
negotiation. 

Greg Coli noted that individual smash repairers can identify the amounts used. Mr Coli 
noted that it is up to insurers to decide whether they want to use the real times guide. 
Mr Coli also noted that prices such as paint prices had recently increased, but that 
insurers had not responded to his letters noting this. 



Justine Hall, Senior Policy Advisor - Consun~er Directorate, Insurance Council of 
Australia, stated that RRP is not the price paid by smash repairers, and that repairers 
receive trade discounts. 

Greg Coli stated that discounts or mark-ups are a matter for negotiation. 

Maureen Joseph stated that the guide may give repairers a greater ability to 
standardise prices. Ms Joseph noted that the RRP used in the consumables calculator do 
not reflect the prices paid by smash repairers. Ms Joseph noted that the purpose of the 
guide is to increase transparency, but the consumables calculator will reduce 
transparency. 

Greg Coli stated that, in training repairers to use the guide, they are not discussing 
rates, but advising that smash repairers should consider the profit margin on all profit 
areas. 

Nicholas Scofield stated that repairers currently deal adequately with consumables 
pricing. Mr Scofield noted that all smash repairers are likely to charge the same price 
for workplace materials. 

Michael Delaney noted that the reason for seeking to implement the guide is because 
the membership had asked for such information to be made available. Mr Delaney 
noted that not all smash repairers are aware of the cost involved. Mr Delaney noted that 
the conduct would not be allowed to take place unless it is in the public interest. Mr 
Delaney stated that the MTAA is seeking to put in place scientific data and cost 
information to avoid an jnformation asymmetry. Mr Delaney noted that the bottom line 
is that everything is open to negotiation, and insurers will remain in control of what 
they are prepared to pay. 

Maureen Joseph asked if the quotes will be cost neutral. 

Michael Delaney stated that quotes should be cost neutral due to the reduction in time 
taken. 

Greg Coli stated that quotes will be cost neutral because insurers will not permit it to 
be otherwise. Mr Coli also noted that fraud is taking place in the industry, and that the 
MTAA want this to stop. Mr Coli noted that fraud is being endorsed by the current 
methods. Mr Coli also noted that authorisation will allow the MTA NSW to talk to 
insurance companies to see where they might have got it wrong in the development of 
the guide. 

Nicholas Scofield noted that the MTAA had submitted that fraud is taking place 
because the rates paid are too low, and then go on to assert that the price will not 
change with the introduction of the real times guide. 

James McCall noted that the real times guide will result in efficiencies and cost 
savings for repairers by decreasing the time taken for approval. Mr McCall noted that 
this would offset any increase in other areas and keep quotes cost neutral. 



Scott Gregson noted that the ACCC had been sceptical about the consumables 
calculator, particularly the use of recommended retail prices rather than trade prices. 
However, Mr Gregson noted that two features influenced thoughts in the draft 
determination. 

I .  The information is available now, and that the guide links to suppliers and 

2. Final prices are a matter for negotiation with insurers. 

Nicholas Scofield stated that this is true for replacement parts, but the price of 
consumables are not necessarily known now. Mr Scofield noted that smash repairers 
know the cost of consumables now, and asked why it is necessary to have a guide that 
standardises their prices. Mr Scofield noted that the current MTA NSW guide will not 
be updated if the real times guide is authorised. which will force Allianz to use the real 
times guide. Mr Scofield stated that, when using this guide, insurers will push a button 
and get the time for the remove and replace part of a smash repair job. Mr Scofield 
noted that this will remove the ability of assessors to negotiate in relation to time. 

Michael Delaney stated that Mr Scofield wants opacity, whereas smash repairers want 
transparency in quotes. Mr Delaney noted that the real times guide will make it clear to 
both parties the matters on which they will be negotiating. Mr Delaney noted that Mr 
Scofield can currently negotiate, and will still be able to negotiate with a real times 
guide. 

Scott Gregson asked why insurers felt that they cannot negotiate using the real times 
guide, and how this contrasts with the current situation. 

Nicholas Scofield noted that the current MTA NSW guide is not based on real times. 
Mr Scofield stated that because the times aren't real. they can be negotiated between 
assessors and smash repairers. Mr Scofield noted that there will be no basis under the 
real times guide to change times. 

Sue Scanlan, Deputy Executive Director, Motor Trades Association of Australia, 
stated that if an insurer is paying $3000 for a job today, why would they pay more 
tomorrow. 

Greg Coli noted that the times in the IAG real times guide are very similar to those in 
the MTAA's guide, so there is little dispute over time. Mr Coli stated that no one has 
said that you can't negotiate the bottom line. 

Commissioner John Martin asked why insurers can't negotiate the times used in the 
real times guide if they feel that they do not reflect the time taken to do the job. 

Nicholas Scofield noted that negotiations are based on what is reasonable to pay. Mr 
Scofield noted that Allianz are happy for a real labour times guide to be in place, but 
are not happy with the consumables calculator. Mr Scofield noted that if the new guide 
comes in and the old guide falls away, Allianz may well use the new guide. Mr 
Scofield noted that internal advice indicates that the consumables costing element will 
force the price up by between 15 and 20 per cent. 



David Brown noted that IAG has conducted several pilots of their own real times 
guide, some with cons~lmables and some without. Mr Brown noted that IAG have not 
determined which will be used, but noted that consumables calculators may be the way 
the industry moves. 

Maureen Joseph noted that there is some risk involved in a move from funny 
timelfunny money to real timelreal money. Ms Joseph noted that IAG and AAMI are 
able to look after themselves, but that she can understand that smaller insurers may be 
concerned. 

Michael Delaney again noted that the guide is based on scientific data. Mr Delaney 
noted that the times will be tested nation wide. Mr Delaney noted that if the times are 
wrong, no smash repairer will use it, and if it can be demonstrated that the times are 
wrong, the guide can be amended to reflect this. 

Maureen Joseph asked how the MTAA will ensure that the real times guide will not 
disrupt the market. 

Greg Coli stated that the 15 to 20 per cent increases stated by Mr Scofield are not 
correct. Mr Coli noted that the MTA NSW's members want to be able to pilot the guide 
more widely to compare it to the current funny time system. 

John Driscoll stated that if the real times guide extends to the price of parts and 
consumables, there can be no certainty that prices will remain neutral. Mr Driscoll 
noted that if prices do not stay neutral then they will be in place for five years. Mr 
Driscoll stated that what is proposed is not a one month trial. 

Michael Delaney stated that he cannot guarantee that prices will stay the same, in the 
same way that insurers cannot say that premiums will remain the same. 

Justine Hall stated that five years is not a pilot. 

Sue Scanlan stated that the length of any trial is in the hands of the insurance 
companies, who can choose whether or not to accept the real times guide. 

Scott Gregson noted that if participants have concerns with the application they need 
to make it clear to the ACCC why the new guide will not allow the market to determine 
appropriate outcomes. Mr Gregson stated that the ACCC has proposed in its draft 
determination to make the real times guide available. Mr Gregson noted that the extent 
to which the guide is taken up is another matter. 

Commissioner John Martin then called for any further comments. No further 
comments were made. Con~missioner Martin closed the conference by noting that the 
ACCC would be providing a further opportunity for parties to make written 
submissions in respect of its draft determination by Wednesday, 16 May 2007 and that 
the ACCC would be writing to those who attended the conference to provide 
participants with a record of the conference, which would also be placed on the 
ACCC's public register. 

Conference closed: 12:20pm 




