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Introduction 

Allianz is concerned about the limited time that has been allowed to make a 
submission on the Motor Trades Association of Australia's (MTAA) application 
for interim authorisation. The Australian Competition and Consumer 
Commission's (the "Commission") letter was received at Allianz on Friday 
5 January. The Commission seeks a submission by 17 January, a deadline 
the Commission has advised cannot be extended. Allianz notes the MTAA's 
letter seeking authorisation was signed on 15 December but not received by 
the Commission until 22 December, the last working day before Christmas. 

Given the limited time to properly consider the issues raised by the proposed 
authorisation and the lack of key information available to undertake such 
consideration, Allianz strenuously objects to the granting of an interim 
authorisation. Allianz is particularly concerned that it does not have access to 
the times guide (and related materials such as the paint and consumables 
cost calculator and shop rate calculator). It is therefore not possible for 
Allianz to assess what the impact on repair costs and premiums (and hence 
consumers) might be. 

Allianz has requested a copy of the times guide from the NSW MTA on 
several occasions but these requests have been rejected. Allianz therefore 
calls on the MTAA to make its complete real time, real money (RTRM) 
package available to all those participating in this consultation, in particular, 
insurers. Without this information it will be impossible to comprehensively 
respond to the substance of the authorisation request. 

A change to RTRM should only be considered if it was the outcome of a 
smooth, gradual, competitive, voluntary and market-based transition. Allianz is 
of the view that this would not be achieved if the Commission grants interim 
authorisation. 

The substantive authorisation application 

Allianz has not yet had an opportunity to consider the substantive 
authorisation application. However, on a preliminary level, the following issues 
require consideration by the Commission: 

Allianz finds it difficult to ascertain from the submission precisely what sort 
of conduct the MTAA seeks to engage in. The submission states that the 
MTAA seeks to engage in the "promotion" of a "real times guide". It is not 
clear what is meant by 'promotion' and the specific guide is not attached to 
the application. Allianz notes that the NSW MTA has been promoting its 
times guide for the last 12 months, although we have also been told that it 
is not yet complete. On previous occasions, we are aware that repairers 
have been told that they should start using the times guide, in particular, 
when the guide was first launched in February 2006 - see the following 
quote from the launch: 
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"Funny times, funny money is finished! The old time manuals are 
finished! ... But keep in mind this is the launch night; this becomes 
(sic) in force tomorrow." Richard Nathan, Chairman of the Body 
Repair Division, M TA-NS W, Australian BodyShop News, March 
2006, Volume 7, Number 3, p20. 

The pricing examples used by the MTAA in their application appear to 
generalise industry pricing and are often inaccurate. For instance, in 
paragraph 12.1 1 of the MTAA application the MTAA describes a case 
where Allianz's pricing was considerably above the rate that would have 
been charged under the MTAA times guide. This example appears to be 
counterintuitive with the MTAA's claims that the guide will relieve repairers 
from the alleged "cost squeeze" in the industry and a need to "cut corners" 
and undertake "substandard" work. 

The Commission's criteria for the granting of interim authorisation 

Harm to the applicant and other parties 

Allianz is not convinced that the objectives behind the MTAA's desire to 
impose a RTRM regime on insurers can be achieved without an increase in 
repair costs and hence insurance premiums. As Allianz does not have access 
to the times guide, Allianz has had no opportunity to undertake a meaningful 
analysis of the impact of adopting RTRM on repair costs and premiums. 

Insurers that do not offer choice of repairer use the competitive quoting 
methodology. They may possibly be better placed to mitigate any adverse 
impact on repair costs from a move to RTRM. Insurers, like Allianz, that offer 
choice of repairer, negotiate solely with their customer's chosen repairer and 
have significantly less ability to mitigate a blow out in repair costs that could 
result from a premature and rushed imposition by repairers of what would be 
the most significant change in accident repair estimation methodology since 
the FTFM system was established in the early 1970s. 

Detriment to the public 

For Allianz, the granting of interim authorisation carries with it a significant risk 
to its ability to mitigate the potential for repair costs to blow out as a result of a 
premature move to RTRM. This would flow through to higher insurance 
premiums and put at risk the continued provision of choice of repairer to our 
customers. As a result, the public or, more particularly, domestic and 
commercial purchasers of insurance could be harmed if the Commission 
granted interim authorisation. 

Urgency of the matter 

Any move to a RTRM system requires significant cultural change for both 
insurers and repairers. Recent requests by Allianz to NSW MTA for access to 
the real times guide have been declined on the basis that it is still under 
development. There is no urgency requiring the granting of interim 
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authorisation. Indeed, once available to insurers there would be many months 
of analysis and examination of options needed before Allianz could even 
begin to contemplate moving towards RTRM, were that the outcome of its 
deliberations. 

The submission states that: 

"The proposed time guide would be used as an alternative and in 
competition to guides that already exist in the market such as the 
Thatcham Time System, Mitchell I and Millers UltraMate. (para 2.7) 

This is incorrect. The three times guides referred to are European guides, 
they are not used in Australia and do not contain times for Australian made 
vehicles. They do not provide an alternative to the proposed MTAA guide nor 
are they able to be used in competition to it. 

The MTAA's urgency appears to be motivated by an attempt to gazump the 
only likely alternative to its guide, that being the guide being developed by 
IAG. The MTAA submission states this: 

"MTAA understands that IAG is in the process of developing its own 
version of a times manual and MTAA would therefore be grateful for 
the opportunity to promote the real times guide as an alternative." (para 
1 0.2) 

Allianz does not consider that there is any urgency flowing from this fact. 

The market's ability to return to its pre-interim state 

If repairers were successful in imposing an RTRM regime on insurers through 
the granting of interim authorisation it would be all but impossible for the 
market to return to its pre-interim state if the Commission later denied 
authorisation. If repair costs rose as a result of a move to RTRM, which is 
Allianz's key concern, it is difficult both commercially and politically to see how 
Allianz could possibly revert to its existing approach. RTRM is a path of no 
return, which is why Allianz is strongly of the view that its contemplation of 
such a move should be measured and embarked on cautiously. Any 
consideration by Allianz of a move in this direction would need to be based on 
a comprehensive analysis of the potential impacts and the assessment of all 
non-FTFM options. Any decision by Allianz to move away from FTFM 
(whether to RTRM or an alternative) would need to be supported by 
considerable re-training of its assessors, consultation with its repairers and 
transitional arrangements (eg pilot programmes, gradual geographic roll-out 
plans). Allianz does not believe any of these conditions can be met if interim 
authorisation is granted. 

Conclusion 

As set out above, the guide has been promoted by the NSW MTA for nearly a 
year already. Despite the ongoing urging by MTA NSW, no repairers' Allianz 
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have dealt with has sought to change to the new times guide. Indeed, we 
have detected a large degree of reluctance by repairers to change because of 
their familiarity with the current system and the uncertainties associated with 
changing to a new, untried approach. 

Allianz is very concerned that what the MTAA means by 'promote' will be a 
push, including statements like that made at the February 2006 launch of the 
real times guide and quoted above, to have repairers change virtually 
overnight to using the new times guide. A Commission interim authorisation 
would give considerable credibility to a campaign to 'encourage' repairers to 
move to RTRM. This is not simply the replacement of an existing times guide 
with a new one. It is a complete overhaul of the estimation system, which by 
necessity will force a complete change to the way repairers are remunerated 
(eg, a much higher hourly rate, additional consumables charges and the 
separating of materials and labour costs for paint work, which are currently 
combined). Such a change carries with it the significant risk that repair costs 
will increase. Given that repair costs make up the majority of the cost of a 
comprehensive motor vehicle insurance premium, any rise in repair costs 
would flow quickly into higher premiums for consumers. 




