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Our Ref: 263 1 921 

Dear Gina 

Third Line Forcing Notification N93088 lodged by 
Pirtek Fluid Systems Pty Ltd (Pirtek) 

We refer to your letter dated 13 September 2007. 

We are instructed by Pirtek to respond to your questions as follows: 

Cost Benefds: Pirtek submits that the premiums which it has negotiated 
with its nominated broker in respect of the specific categories of risk 
referred to in the notification are significantly cheaper under a group policy 
than that which the franchisee could obtain from other insurance brokers 
having regard to the nature of the risks covered and the extent of the 
cover provided under the relevant policies. The nomination of a broker for 
the entire group also assists those franchisees that find it difficult / cost 
prohibitive to obtain cover for these risks due to their poor claims record. 

2. Basis on which Broker is selected: Pirtek's nominated insurance 
broker has been selected on the basis of the following: 

the nominated broker's experience in dealing with franchise systems 
and franchisee claims; 

the nominated broker's reputation in the market; 

the fact that the broker has a team of specialists which are 
experienced in dealing with the nominated categories of risks; and 
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the purchasing power of the nominated broker and the market. 

3. Rebates: Pirtek does not receive a rebate or other financial benefit from 
entering into a preferred supplier arrangement with the nominated 
insurance broker. 

4. Insurance: You have asked for an explanation as to why the insurance 
requirements, as currently set out in the franchise agreement, are 
insufficient to achieve many of the claimed benefits. For instance you 
note that it appears the franchise agreement contemplates the key areas 
of risks and specifies the type and extent of insurance coverage 
franchisees must obtain. In this regard we note that the categories of risk 
covered by the notification are important areas of risk which, in our client's 
view, must be adequately covered by franchisees and under appropriate 
insurance policies. The terms and exclusions contained in insurance 
policies available to consumers can vary considerably. Pirtek has had 
considerable input into the terms of the policies offered by Pirtek's 
nominated insurance broker in order to ensure that such policies are 
commercially appropriate for its franchisees. Pirtek would not have 
confidence that if a franchisee obtained a policy in relation to the 
nominated categories of risks from a third party supplier that the terms 
and exclusions contained in that policy would be commercially appropriate 
without first conducting a detailed review and thorough due diligence of 
the policy. 

Yours faithfully 

Senior Associate 
Deacons 
Direct line: +61 (0)2 9330 8257 
Email: mathew.webster@deacons.com.au 


