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•

For the better

ECONOMICS AND INDUSTRY STANDING COMMITIEE INQUIRY INTO WESTERN AUSTRALIA'S
SMASH REPAIR INDUSTRY

Thank you for the opportunity for The Royal Automobile Club of WA (Inc) (RAC) to provide a
response to the Inquiry.
IMPORTANT BACKGROUND
About RAC

We are an Associated Incorporation and as such are governed by The Associations Incorporation Act
2015 (WA). We have been part of the Western Australian community for more than 110 years.
Our vision is to be the most valued organisation to Western Australians by 2020. Without
shareholders, we give back to our members by providing valuable and relevant services that both
protect and enhance their lifestyles.
We represent the interests of more than one million members and are the leading advocate on the
mobility issues and challenges facing this State.
A key priority for us is to help provide safe, sustainable and more accessible travel options for our
members and the wider Western Australian community.
In addition to being a member organisation, we also provide a number of services to our members
through Roadside Assistance, Insurance, Travel Tourism, Finance, Auto Services, Batteries, Tyres, and
Security.
We employ approximately 1400 people within Western Australia across the above group.
About RAC Insurance Pty Ltd (RAC Insurance}

RAC Insurance is a wholly owned subsidiary of RAC and is different to most insurers operating in
Western Australia, as its principal focus is on the protection of Western Australian members.
We are committed to providing affordable quality insurance services to members. An important part
of helping achieve this, is the need for a competitive and sustainable local motor repair industry.
We provide a number of valuable insurance protection services for members, one of which is car
insurance. Membership is provided to persons purchasing Comprehensive, Third party fire and theft
or Third party insurance.
Insurance is distributed online at rac.com.au, over the telephone 13 17 03 and at RAC Member
Service Centres across Western Australia.
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The regulatory environment in which RAC Insurance operates
RAC Insurance is:
•

authorised under the Insurance Act 1973 (Cth) and is subject to significant prudential
regulation by the Australian Prudential Regulation Authority (APRA);

•

subject to the Insurance Contracts Act 1984 (Cth) which is designed to ensure that a fair
balance is struck between the interests of insurers, insureds and other members of the
public amongst other things;

•

an Australian Financial Services Licensee (AFSL 231222) subject to licensing obligations and
consumer protection provisions of Chapter 7 of the Corporations Act 2001 (Cth) and
regulated by the Australian Securities and Investments Commission (ASIC);

•

otherwise subject to a variety of consumer protection laws applicable under legislation such
as the Australian Securities and Investments Commission Act 2001 (Cth), Competition and
Consumer Act 2010 (Cth) and Privacy Act 1998 (Cth); and

•

bound by the Fair Trading Act 2010 (WA) in relation to smash repairs.

RAC Insurance is a signatory to the Motor Vehicle Insurance and Repair Industry Code of Conduct
and the General Insurance Code of Practice and the independent external dispute resolution scheme
The Financial Ombudsman Service Limited (FOS).
RAC Insurance and the motor repair industry
We principally engage with the motor repair industry in the context of handling and settling claims
made by members under their car insurance policies.
We regularly engage with members to understand their insurance service expectations. Feedback
received from members indicates their desire for:
•

affordable motor insurance; and

•

a claims process that is simple, efficient and of high quality.

With members' expectations in mind, our objectives, relevant to our engagement with the motor
vehicle repair industry include:
•

achieving an optimum member experience, including high levels of service and quality of
repairs; and

•

achieving a value for money outcome, including ensuring ongoing competitive prices for
goods and services, utilising economies of scale and reducing claims administration costs.

Within the industry, we have developed and continue to foster a number of valued long standing
relationships with local motor repair businesses.
These longstanding relationships have allowed for a sustainable local motor repair industry to
service the needs of our members across the State.
Three of these repairers recently won Australian Paint and Panel Awards and another won the MTA
WA's employer of the year.
In addition to relationships with motor vehicle repairers, we engage regularly with the following to
keep up to date with the latest trends, developments and challenges:
•

Manufacturers (vehicles, paint, equipment etc);

•

Education providers (such as TAFE, I-Car)
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•

Distributors;

•

Technology providers;

•

Motor dealers;

•

Industry bodies such as the Motor Trades Association of Western Australia; and

•

Department of Transport and the Government.

This helps us continue to deliver a high level of service to members.
We continually strive to achieve improved outcomes in what is a complex and dynamic claims value
chain and are open to new opportunities that can be shown to add value to the services provided to
members.
INQUIRY TERMS OF REFERENCE

Set out below are initial comments on the issues raised in the Inquiry for review that we hope will be
of assistance.
1) AUTOMOTIVE SMASH REPAIR WORK AND WHETHER IT IS BEING CARRIED OUT TO ADEQUATE
SAFETY AND QUALITY STANDARDS IN WESTERN AUSTRALIA

As noted earlier, our principal objectives relevant to engagement with the motor vehicle repair
industry include:
•

achieving an optimum member experience, including high levels of service and quality of
repairs; and

•

achieving a value for money outcome, including ensuring ongoing competitive prices for
goods and services, utilising economies of scale and reducing claims administration costs.

The following all contribute towards delivering safety and quality standards in Western Australia:
•

the Motor Vehicle Insurance and Repair Industry Code of Conduct -RAC Insurance is a

signatory to the Code, which imposes important obligations regarding safety and quality
standards which signatories agree to. Examples of some provisions relevant to safety
include:
o

In 1. Principles:
"1.1 Insurers will authorise repairs covered by the Policy with the objective of:
(a) restoring the safety, structural integrity, presentation and utility of the
Motor Vehicle;
(b) complying with relevant Australian law; and
(c) Fulfilling their obligations to the Policyholder in accordance with the
provisions of their Policy and the provisions of the General Insurance Code
of Practice relating to insurance claims.
1.2 Repairers will carry out repairs with the objective of:
(a) restoring the safety, structural integrity Presentation and utility of the
Motor Vehicle;
(b) complying with relevant Australian law; and
(c) Fulfilling their obligations to the Insurer under the provisions of the
applicable contract of repair."
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o

In 4. Insurer and repairer relations:
"4.1 Repairers:
(a) will provide estimates and carry out repairs that are in accordance with:
(i) the documented manufacturer's technical specifications including
those supplied by other Industry recognised authorities; or
(ii) any lawful mandatory specifications and/or standards; or
(iii) methods that are consistent with standard Motor Vehicle
warranty conditions; or
(iv) current Industry practice;
while having regard to the age and condition of the Motor Vehicle.
(b) will in their dealings with Insurers in relation to Repairs:
(i) prepare estimates that provide for an appropriate scope of
Repairs, ensuring that all Repairs are carried out in a safe, ethical,
timely and professional manner and in accordance with the method
of Repair and the parts specified by the Insurer and/or its agent; ... "
(c) may take clear digital images of the vehicle and all damage on the vehicle
estimated in accordance with any CAC prescribed guidelines. The CAC may
develop guidelines associated with the taking, submission, storage, data
security and supply of digital images.
4.2 Insurers will:
(a) not require Repairers to provide estimates, or carry out repairs that are
not in accordance with:
(i) the documented manufacturer's technical specifications including
those supplied by other Industry recognised authorities; or
(ii) any lawful mandatory specifications and/or standards; or
(iii) methods that are consistent with standard Motor Vehicle
warranty conditions; or
(iv) current Industry practice;
while having regard to the age and condition of the Motor Vehicle.
(b) in their dealings with Repairers in relation to Repair work:
(i) provide Repairers with relevant details relating to the insurance
claim that the Repairer reasonably requires in order to prepare an
estimate or undertake the Repair, including their Parts Policy, details
of Sub-let Repairs and payments by Customer including any excess
or contribution charges;
(ii) consider estimates in a fair and transparent manner, and will not
refuse to consider an estimate on unreasonable or capricious
grounds;
(iii) pay the agreed amount for all work completed, that has been
authorised or requested by the Insurer;
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(iv) not remove a Motor Vehicle from a Repairer's premises without
notifying the Repairer in advance and in writing, and compensating
the Repairer for any legitimate or reasonable towing or storage
costs associated with the Motor Vehicle and in compliance with
relevant law; and
(v) not knowingly ask Claimants to drive unsafe or unroadworthy
Motor Vehicles ... ".
•

The General Insurance Code of Practice -RAC Insurance is a signatory to the General
Insurance Code of Practice and this provides obligations in relation to claims handling
standards, including in section 7.20:
"Repair Workmanship and Materials
7.20 Where we have selected and directly authorised a repairer, we will:
a. accept responsibility for the quality of the workmanship and materials; and
b. handle any Complaint about the quality or timeliness of the work or conduct of
the repairer under our Complaints process."
The Code Governance Committee's 2016 - 2017 General insurance in Australia report does
not indicate any significant issues in Code breaches in relation to repairers, quality or safety
of repairs.

•

The RAC Insurance Product Disclosure Statement ("PDS") terms - These terms are designed
to contribute to safe and high-quality repairs. In particular:
o "When we repair your car ... Whichever repairer we choose, we guarantee the quality
of the workmanship and materials authorised by us for the life of your car, in
addition to any other rights you may have."
o "The parts we use
"The parts we use in the repair of your car are covered under our repair guarantee.
To restore your car to its condition immediately before the incident, we will use
parts consistent with your car's age, condition and warranty period and:

o

•

If your car is within the manufacturer's new vehicle warranty period we will use
new Original Equipment Manufacturer (OEM) parts.
If your car is outside the new vehicle period we will use new or recycled OEM
parts. For some components, such as radiators and air conditioning condensers,
we may also use other Australian design rule compliant parts."
RAC Insurance declares a car a total loss when either:
• it decides that the damage to the car is such that it would not be safe or
economical to repair; or
• it was stolen and not recovered.

Employee assessors -Our assessors:
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o

o

o
o
o
o
•

are all trained in accordance with clause 4.3 of the Motor Vehicle Insurance and
Repair Industry Code of Conduct to Certificate IV Institute of Automotive Engineers
Vehicle Loss Assessing requirements.
have undertaken the highest training level recognised in the industry and have
attained the I-CAR® Gold Class™ business certification.
engage with repairers on-site on a daily basis;
conduct audits pre, mid and post repairs;
monitor and report on any potential issues where identified; and
work closely with repairers in managing any rectification issues that may arise.

1Q1 System -We have worked with the local repair industry in the development and

utilisation of the lQl System. The lQl System is an advanced user-friendly Body Shop Flow
Management system which supports a true team-based production process and provides an
interface between the administration, production and customer. This system allows
repairers to:
o more efficiently manage their business operations;
o set a process and communicate it with staff;
o provide visibility into every aspect of a repair from start to finish;
o set, communicate and apply quality expectations, customised to each repair;
o automate member communications by giving members the ability to see live status
of their vehicle repairs; and
o capture photos as repairs go through the process.
We also assist in training local repairers in the implementation of the lQl System given the
benefits this system may provide to both repairers and members.

•

Ongoing monitoring and actioning of member satisfaction data and complaints and
disputes -We offer a number of avenues for members to provide feedback and this is

monitored to continually improve our services.
The feedback data indicates a high level of member satisfaction with our services including
the quality of repairs. This is supported by the following:

o

o
o

1

A recent survey conducted by Roy Morgan 1 into customer satisfaction with
comprehensive car insurance has ranked RAC Insurance third nationally in customer
satisfaction with an 88.4% satisfaction rate. This is well above the industry standard
of 82.3%.
There have been no recent Motor Vehicle Insurance and Repair Industry Code of
Conduct disputes lodged between RAC Insurance and repairers who are signatories.
The FOS 2016-2017 Annual Review data indicates that of the limited number of
motor vehicle insurance disputes received and determined by it in 2016/17, the vast
majority of these disputes concerned disputes regarding the insurer's decision on
coverage.

Includes brands not shown Source: Roy Morgan Single Source (Australia). 12 months to October 2016, n= 32,606, 12 months

to October 2017, n = 31, 787 Base: Australians 14+ with comprehensive insurance
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According to the FOS Annual Review 2016/17, RAC Insurance:
•

has the lowest likelihood of a dispute nationally in relation to motor vehicle
insurance; and

•

only had 4 disputes in relation to motor vehicle repairs, one of which was
resolved in favour of the member.

We have not identified any trend that suggests any significant issues relating to the quality
of motor vehicle repairs.

2) THE CURRENT MOTOR VEHICLE INSURANCE AND REPAIR INDUSTRY CODE OF CONDUCT, ITS
GOVERNANCE STRUCTURE AND DISPUTE RESOLUTION MECHANISMS AND WHETHER IT IS
EFFECTIVE AT REGULATING THE RELATIONSHIP BETWEEN REPAIRERS AND INSURERS, AND IN
SERVING CONSUMER INTERESTS
The most recent version of the Motor Vehicle Insurance and Repair Industry Code of Conduct, only
came into effect on 1 May 2017. We support the Code and its continued operation as a form of selfregulation by industry.
We note that the updated Code is in the initial stages of implementation and to date we have not
identified any specific issues that are of concern.

3) CONSUMER CHOICE, CONSUMER PROTECTION AND CONSUMER KNOWLEDGE IN RESPECT OF
CONTRACTS AND REPAIRS UNDER INSURANCE POLICIES
Consumer Choice
We retain the right in the policy terms to choose the repairer where we elect to repair the damage.
Members are advised of this in the PDS.
In practice, the repairer will either be:
•

a repairer chosen by us and advised to the member; or

•

another repairer specifically requested by the member to which we agree. In practice, such a
request is rarely refused without good reason (e.g the repairer may not have the machinery
necessary to repair the relevant damage safely). This is because the focus is on ensuring a
positive and efficient claims experience.

We have only identified six complaints by members regarding choice of repairer in the last three
financial years. To put this into perspective this less than 0.005% of repairs authorised during the
relevant period.
Typically, most members are happy to rely on us to choose the repairer as most members will only
need to lodge a motor vehicle claim approximately once every six and a half years. Given this low
frequency members are unlikely to have an ongoing relationship with a smash repairer.

Ultimately, it is important to note that RAC Insurance guarantees the quality of the workmanship
and materials authorised by it for the life of the car.
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Consumer protection

Any members with issues regarding the above matters can access RAC Insurance's IDR procedure
and are also subject to the protection of the General Insurance Code of Practice. Ultimately, if a
complaint is unresolved it can go to FOS for a binding determination, subject to the FOS terms of
reference.
Consumer knowledge

The PDS explains to the member that the choice of repairer is ultimately RAC Insurance's as well as
the approach to parts (see response above to Term of Reference 1 for details).
4) THE BUSINESS PRACTICES OF INSURERS, AND REPAIRERS, INCLUDING VERTICAL INTEGRATION IN THE
MARKET, THE TRANSPARENCY OF THOSE BUSINESS PRACTISES AND IMPLICATIONS FOR CONSUMERS.

We believe that our business practices are operating effectively and in line with the objective of
protecting and enhancing the lifestyle of our members. RAC Insurance is committed to the RAC
vision of becoming the most valued organisation to Western Australians by 2020.
We note by way of information only, that RAC Insurance does not have a vertical integration model
in relation to the motor smash repair business.
We hope that this response to the Inquiry provides some assistance in this important process.
If you have any queries please contact Will Golsby on email

or telephone

Will Golsby

General Manager Corporate Affairs
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