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Determination | IAG — RAC Insurance (MN-65005)

1.

1.1.

1.2

1.3.

1.4.

Determination

On 3 March 2026, Insurance Australia Group Limited (IAG) lodged a notification in
respect of IAG’s proposal to acquire 100% of the issued share capital in RAC
Insurance (RACI) from RACI Pty Ltd, a wholly owned subsidiary of the Royal
Automobile Club of Western Australia Inc (RAC) (the Acquisition) with the Australian
Competition and Consumer Commission (ACCC).

When an acquisition is notified in accordance with the Competition and Consumer
Act 2070 (Cth) (the Act), the ACCC may determine that a notified acquisition may be
put into effect or must not be put into effect. A determination that an acquisition
may be put into effect may include conditions. The ACCC must not determine that
an acquisition must not be put into effect unless certain statutory requirements are
met, including that the ACCC is satisfied that the acquisition, if put into effect, would,
in all the circumstances, have the effect, or be likely to have the effect, of
substantially lessening competition in any market."

On 16 April 2026, the ACCC decided the Acquisition would be subject to a Phase 2
review and subsequently released a Notice of Competition Concerns on 25 May
2026 in accordance with section 51ABZK of the Act.

The ACCC has determined under section 51ABZE(1) of the Act that the Acquisition
must not be put into effect. The ACCC is satisfied that the Acquisition, if put into
effect, would in all the circumstances, have the effect, or be likely to have the effect,
of substantially lessening competition in a market.

Applications for review

1.5.

The notifying party, or other person who has been allowed to do so by the Australian
Competition Tribunal, may apply for review if they are dissatisfied with the
determination. Pursuant to section 100C of the Act, applications for review of the
determination are to be made to the Australian Competition Tribunal before the end
of 14 calendar days after this Statement of Reasons was included on the ACCC's
acquisitions register. To confirm whether there has been any application for review,
please contact the Australian Competition Tribunal.

Public benefit application

1.6.

The notifying party may also apply to the ACCC for a determination that the
acquisition would be of public benefit. Pursuant to section 51ABZP(2) of the Act,
this application must be made no later than 21 calendar days after the ACCC made
this Phase 2 determination.

Determination made by a division of the Commission constituted by a direction issued

pursuant to section 19 of the Act

T Section 51ABZE(2)(c) of the Act.
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2.

2.1.

2.2.

2.3.

2.4.

2.5.

2.6.

2.7.

2.8.

2.9.

Summary

On 18 June 2025, Insurance Australia Group Limited (IAG) sought informal
clearance from the Australian Competition and Consumer Commission (ACCC) in
respect of IAG’s proposal to acquire 100% of the issued share capital in RAC
Insurance (RACI) from RACI Pty Ltd, a wholly owned subsidiary of the Royal
Automobile Club of Western Australia Inc (RAC) (the Acquisition). On 11 December
2025, the ACCC announced it opposed the Acquisition.

Following the ACCC'’s opposition, IAG elected to notify the Acquisition under the new
formal merger regime, which commenced on 1 January 2026. IAG lodged a
notification with the ACCC in respect of the Acquisition. The effective notification
date was 3 March 2026.

On 16 April 2026, the ACCC decided the Acquisition would be subject to a Phase 2
review and subsequently released a Notice of Competition Concerns on 25 May
2026.2 The ACCC published a summary of the Notice of Competition Concerns on
the Acquisitions Register on 25 May 2026.2

For the reasons described below, the ACCC has determined that the Acquisition
must not be put into effect.

Currently, RACI underwrites and distributes motor vehicle insurance and home and
contents insurance under the RAC brand in Western Australia. It is the largest
insurer in these markets with a market share over 50% in motor vehicle insurance
and almost 40% in home and contents insurance.

RACI places significant weight on the relationships it has with its customers as well
as its repairers. RACI competes strongly with competitive pricing and high-quality
service, including customers’ claims experiences. It has also fostered strong
working relationships with repairers.

IAG is one of the two largest general insurers in Australia and is also a strong insurer
in Western Australia. It has a well-known brand in NRMA, strong IT capabilities, and
access to capital.

A key consideration in this assessment is the likely position and competitiveness of
RACI in the absence of the Acquisition. While RACI is likely to face increased
expenses in the future, including higher claims costs, technology costs, and
regulatory costs, the ACCC's assessment is that these will not impact RACI's
financial and capital position to an extent that RACI would not continue to be an
effective competitor in the counterfactual.

The ACCC's assessment of the evidence is that RACI will continue to compete
vigorously and effectively in the supply of motor vehicle insurance and home and
contents insurance in Western Australia in the future without the Acquisition. The
ACCC considers that RACI has a strong financial position, is appropriately and
adequately managing its capital position, reinsurance program and concentration
risk, and is well placed to manage these and other industry challenges in the future
without the Acquisition.

2

3

ACCC, Phase 2 Decision, 16 April 2026. 65005.001.057.0001; ACCC, Notice of Competition Concerns, 25 May 2026.
65005.001.056.0001.

ACCC, Notice of Competition Concerns — Summary, 25 May 2026. 65005.001.054.0001.
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2.10.

2.11.

2.12.

2.13.

2.14.

2.15.

2.16.

2.17.

The Acquisition would combine these two large insurers, leaving the merged entity
with overall market shares of approximately 55-65% in motor vehicle insurance and
approximately 50-60% in home and contents insurance in Western Australia.

The Acquisition would eliminate the competitive pressure that RACI and IAG impose
on each other in relation to price, coverage, service quality and commercial
arrangements with repairers.

The ACCC carefully considered the level of competition provided by other insurers in
Western Australia, including established insurers Suncorp, Allianz, and QBE, and
mid-tier insurers Auto & General, Youi, and Hollard. The ACCC found that although
there are multiple alternate insurers in Western Australia, there is still likely to be a
significant loss in competition from the Acquisition. Most rival insurers have had
considerable difficulty promoting their brand and growing their share in Western
Australia, in part due to the difficulty in acquiring and retaining customers in that
market as well as the fact that customers consider RACI's product and quality
offering to be superior. Accordingly, the ACCC does not consider that any expansion
by insurers currently operating in Western Australia would be sufficient to offset the
loss in competition caused by the Acquisition.

The ACCC does not consider that timely and sufficient entry to competitively
constrain the merged entity post-Acquisition is likely. Establishing a new brand,
setting up a supply chain (including a network of assessors and repairers) and
accessing claims data to assist with pricing are key obstacles. Following that, a new
entrant would need to attract a sufficient customer base to achieve scale and
compete effectively with the merged entity. New entrants will also face the same
challenges in growing their brands, such as acquiring and retaining customers at
scale, that are faced by the existing competitors in Western Australia.

In its assessment, the ACCC considered whether the Acquisition would allow the
merged entity to restrict competing insurers’ access to repair services, but did not
find it had sufficient evidence to be satisfied that the merged entity would have the
ability and incentive to engage in such conduct.

The ACCC also considered whether the merged entity would likely have the ability
and incentive to exercise monopsony power in the acquisition of smash repair
services in certain regions of Western Australia. The ACCC considered whether the
merged entity could reduce its repair costs by reducing the quality of repair services
acquired and subsequently, the quality-adjusted volume of repairs acquired below
competitive levels. However, based on the material before it, the ACCC did not find it
had sufficient evidence to be satisfied that the merged entity would likely have the
ability and incentive to engage in such conduct.

For the reasons set out above, the ACCC is satisfied that the Acquisition, if put into
effect, would, in all the circumstances, be likely to have the effect of substantially
lessening competition in each of the motor vehicle insurance and home and
contents insurance markets in Western Australia and has determined that the
Acquisition must not be put into effect.

The ACCC's satisfaction is based on it having made a single evaluative judgement
as to the likely effect of the Acquisition, having regard to the statutory framework,
the evidence and submissions before it, the interests of consumers, and the object
of the Act.
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3.

The Acquisition and the Parties

The Acquisition

3.1.

3.2.

3.3.

3.4.

3.5.

3.6.

3.7.
3.8.

IAG proposes to acquire 100% of the issued share capital in RACI from RACI Pty Ltd,
a wholly owned subsidiary of RAC, pursuant to a share sale deed dated 15 May
2025.

Upon completion of the Acquisition, it is proposed that RACWA Holdings Pty Ltd
(RACWAH), a wholly owned subsidiary of RAC, and RACI (which would be owned by
IAG), will enter into an exclusive 20-year distribution alliance and brand licensing
agreement, under which RACWAH will continue as distributor of the general
insurance products issued by RACI to RAC members in Western Australia under the
RAC brand (Distribution Agreement).

Total consideration is approximately $1.35 billion comprising $400 million for the
Acquisition and $950 million for the Distribution Agreement. In addition,
[Confidential - Redacted]. [Confidential - Redacted].*

The Acquisition would result in IAG underwriting motor vehicle insurance and home
and contents insurance under the RAC brand. Products currently distributed by RAC
under other underwriting arrangements (i.e., travel insurance, health insurance and
life insurance) are excluded from the Acquisition, with the option for IAG to make an
offer to supply these insurance products following expiry of their existing
arrangements.

The Acquisition does not involve RAC's roadside assistance business or its other
operations including RAC's auto servicing and repair services, finance, retirement
living, home security, batteries, tyres, travel and tourism operations. These
businesses would continue to be independently operated by RAC and are not
affected by the Acquisition.

IAG's stated rationale for the Acquisition is that it is an opportunity for it to:

e bring increased resilience and sustainability to the general insurance offering of
RAC and greater access to global capital to the RACI business, which will benefit
policyholders generally, and in the event of a catastrophic insurance event, in
particular; and

e create a more balanced national presence in IAG’s personal lines general
insurance business by expanding outside its foundations in New South Wales,
the Australian Capital Territory and Victoria.®

RAC submits that [Confidential - Redacted]®

On 18 June 2025, IAG sought informal clearance from the ACCC to acquire RACI
from RAC. On 11 December 2025, the ACCC announced it opposed the Acquisition.

[Confidential - Redacted].

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 19-20, para. 67(a)-
(b). 65005.001.005.0849.

[Confidential - Redacted].



Statement of Reasons | IAG — RAC Insurance (MN-65005)

3.9.

Following the ACCC'’s opposition, the Parties elected to notify the Acquisition under
the new formal merger regime, which commenced on 1 January 2026. The effective
notification date was 3 March 2026.

The acquirer - IAG

3.10.

3.11.

3.12.

3.13.

3.14.

IAG is an ASX-listed (ASX: IAG) general insurance company operating in Australia
and New Zealand. As of 30 June 2026, IAG had 7.3 million direct customers across
Australia and New Zealand.”

IAG provides a range of personal and commercial insurance products in Australia
directly under its owned brands, including NRMA, Swann Insurance, ROLLiN’, Cylo
and Lumley Special Vehicles. Through its joint venture business, Insurance
Manufacturers of Australia Pty Limited, IAG provides personal lines insurance in
Victoria distributed by its joint venture partner RACV.

In addition, IAG provides intermediated insurance through brokers, authorised
financial representatives, institutions and agents under the CGU and WFI brands.
IAG also underwrites insurance products distributed by financial institutions,
including Bendigo and Adelaide Bank, People’s Choice Bank and, since 2023, ANZ
Bank.

On 22 May 2025, the ACCC decided not to oppose IAG’s acquisition of RACQ
Insurance Limited (RACQ) from The Royal Automobile Club of Queensland Limited.
Following that acquisition, RACQ distributes general insurance products
underwritten by IAG.

For the financial year ended 30 June 2026, IAG’s personal lines insurance business,
Retail Insurance Australia, reported approximately $10.3 billion in gross written
premiums and net profit after tax of approximately $769 million.®

The target — RACI

3.15.

3.16.

3.17.

RAC is a Western Australian based member-owned mutual association (and,
effective from 26 June 2026, a company limited by guarantee) that provides
roadside assistance, general insurance products, and other ancillary services to its
members.

RACI underwrites motor vehicle insurance and home and contents insurance for
RAC.

RAC distributes other personal lines of general insurance underwritten by third party
insurers. Namely:

e travel insurance underwritten by Tokio Marine & Nichido Fire Insurance Co. Ltd
e health insurance underwritten by HCF
e life insurance underwritten by NobleOak Life Limited, and

e petinsurance underwritten by IAG.

7 IAG, IAG Appendix 4E Annual Report FY26, 13 August 2026, p. 7.
8 IAG, IAG Appendix 4E Annual Report FY26, 13 August 2026, pp. 80-81.



https://www.iag.com.au/content/dam/corporate-iag/iag-aus/au/en/documents/report-and-results/iagl-appendix-4e-fy26-annual-report.pdf
https://www.iag.com.au/content/dam/corporate-iag/iag-aus/au/en/documents/report-and-results/iagl-appendix-4e-fy26-annual-report.pdf
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3.18.

4,

4.1.

4.2.

4.3.

RAC has approximately 1.3 million members.® For the financial year ended 30 June
2025, RACI reported approximately $1.5 billion in gross written premiums’® and a
profit after tax of approximately [Confidential - Redacted]."

Industry background

Personal lines insurance products are taken out by individuals and families and
include home and contents, motor vehicle, travel, and pet insurance.

IAG and RACI are both underwriters of personal insurance and primarily overlap in
the supply of motor vehicle insurance and home and contents insurance. The
Parties also overlap in the acquisition of repair services. More information about the
areas of overlap between the Parties is in Section 8.

This section sets out a brief overview of the regulatory framework for insurance
products, the ways in which insurance products are distributed, how customers
select products and how insurers compete for customers, the insurers that supply
insurance products including motor vehicle clubs, and the acquisition of repair
services.

Regulatory framework for personal lines insurance products

4.4.

4.5.

Personal insurance is regulated as a financial service under the Corporations Act
20017 (Cth), administered by the Australian Securities and Investments Commission
(ASIC) and is also subject to prudential requirements under the Australian Prudential
Regulation Authority Act 1998 (Cth), regulated by the Australian Prudential
Regulation Authority (APRA). APRA is also responsible for the administration of
federal insurance legislation including the Insurance Act 1973 (Cth).

Personal insurers are required to comply with various regulatory requirements,
including:

e Capital adequacy requirements which require insurers to maintain sufficient
capital reserves to ensure they can meet policyholder obligations and remain
financially resilient under stressed conditions? (i.e., insurers need to be in a
position to manage a high volume of claims in the wake of a major natural
disaster such as an earthquake or flood), and

e Reinsurance requirements which require insurers to manage underwriting and
catastrophe risk.™

Distribution of personal lines insurance products

4.6.

Insurers offer branded insurance policies to customers through a number of
channels including the following:

e Direct distribution channels involve the customer purchasing an insurance policy
directly from an insurance provider through one of its brands online, over the

9 RAC, Annual Concise Report 2024-2025, 24 May 2025, p. 5.
10 JAG, ASX Release — IAG enters strategic alliance with The Royal Automobile Club of Western Australia, 15 May 2025, pp. 1

and 8.

1 [Confidential - Redacted)].
2. APRA, Prudential Standard GPS 110 — Capital Adequacy, January 2015.
3 APRA, Prudential Standard GPS 230 — Reinsurance Management, July 2023.



https://rac.com.au/about-rac/purpose/annual-report
https://www.iag.com.au/content/dam/corporate-iag/iag-aus/au/en/documents/newsroom/may-15-iag-enters-strategic-alliance-with-rac-announcement-investor-slides.pdf
https://www.apra.gov.au/sites/default/files/141120-GPS-110_0.pdf
https://www.apra.gov.au/sites/default/files/2023-03/Prudential%20Standard%20GPS%20230%20Reinsurance%20Management%20-%20Marked%20up_0.pdf
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4.7.

phone, or at a branch. Most general insurance policies are sold through direct
distribution channels.

e Intermediated/indirect channels involve insurers entering into distribution
agreements or partnerships with established companies that do not underwrite
insurance policies, such as supermarkets and banks. The non-insurance
company then uses its platform and distribution channels to facilitate the sale of
general insurance products by the insurer.

e Brokers provide advice and options to the prospective policyholder, and arrange
appropriate policies through insurers.

e Comparison websites and aggregators act as a third-party intermediary between
insurers and customers searching for insurance products online. Comparison
websites active in Australia include Compare the Market, iSelect, Choosi,
Canstar, and the Insurance Council of Australia’s (ICA) find an insurer’.

In each case, the customer’s insurance policy would be underwritten by the insurer,
not the intermediary or broker.

Personal lines insurance suppliers

4.8.

According to the ICA, around 30 different insurers offer home and contents and
motor vehicle insurance to Australian customers.™

Western Australian suppliers

4.9.

4.10.

4.11.

4.12.

4.13.

4.14.

In Western Australia, suppliers of personal lines general insurance include
established insurers, mid-tier insurers (sometimes referred to as “challenger”
brands) and smaller insurers.

In addition to the Parties, the established insurers in Western Australia are Suncorp,
Allianz and QBE.

Suncorp is an ASX-listed insurance company and the second largest general insurer
in Australia after IAG. Suncorp’s direct and indirect personal lines general insurance
brands include Suncorp, AAMI, GIO, Bingle, Vero, Apia, CIL, Terri Scheer, and AA
Insurance.

Allianz is a wholly owned subsidiary of the German-based financial services
company, Allianz SE. Allianz is the underwriter for the following insurance brands:
Allianz, T10, Westpac, NAB, St George, RAMS, Aussie, HSBC, Bank SA, Newcastle
Permanent, RAA, Kia, Hyundai, BMW, Audi, and Mazda.

QBE is a publicly listed insurer offering commercial, casualty and speciality, and
personal lines insurance and risk management services. The majority of QBE's
Australian insurance business is commercial in nature. QBE’s direct and indirect
personal lines general insurance brands include QBE, Australia Post, Stella,
Mercedes Benz, Elders Insurance, and Kogan Insurance.

The mid-tier insurers, sometimes known as “challenger” brands are Auto & General,
Youi and Hollard.

14 Insurance Council of Australia, Australia’s insurance industry snapshot 2025, 2 June 2025, p. 3.



https://insurancecouncil.com.au/wp-content/uploads/2025/06/INCA015-Fact-Pack-2025_v3.6.pdf
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4.15.

4.16.

4.17.

4.18.

Auto & General is part of the international, privately held group BHL Holdings
Limited, headquartered in the United Kingdom. Auto & General’s direct and indirect
personal lines general insurance brands in Australia include Budget Direct, Qantas,
and Coles.

Youi is part of the OUTsurance Group that operates in Australia, South Africa and
Ireland. Youi commenced offering personal lines general insurance in Australia in
2008. It currently supplies home and contents and motor vehicle insurance in most
parts of Australia under its Youi brand.

Hollard is owned by the Netherlands privately owned insurance business investment
holding company, IVM Intersurer B.V. Hollard’s direct and indirect personal lines
general insurance brands in Australia include Hollard, CBA, Real Insurance, Everyday
Insurance (Woolworths), Bupa, Australian Seniors, and Steadfast.

Other insurers operating in Western Australia include Adica (motor vehicle insurance
only), Chubb (home and contents insurance only) and Zurich.

Motoring clubs in Australia

4.19.

4.20.

4.21.

4.22.

Motoring clubs have a long history of supplying motor vehicle insurance and other
personal lines of general insurance as well as other member services, such as
roadside assistance.

Currently, there are two motoring clubs that underwrite and supply insurance
products to customers in Australia - RACI in Western Australia and the Royal
Automobile Club of Tasmania (RACT).

RACT acquired its insurance business back from Suncorp in 2021 and is currently
the underwriter and supplier of insurance products in Tasmania. From 2007 to 2021,
the RACT insurance business was operated as a 50:50 joint venture between RACT
and Suncorp.

The other state-based motoring clubs do not currently underwrite insurance
products and tend to have long-term exclusive distribution arrangements with an
insurer. In particular:

e New South Wales and Australian Capital Territory: The motoring club NRMA
demutualised in 2000, separating its road services and insurance operations,
and listed its insurance business on the ASX (later becoming IAG).

e Victoria: In 1999, NRMA entered a joint venture with motoring club RACV, where
NRMA (now, IAG) underwrites RACV-branded home and contents and motor
vehicle insurance across Victoria, while RACV manages distribution and member
engagement.

e Queensland: In May 2025, the ACCC announced that it would not oppose IAG’s
proposed acquisition of a 90 per cent interest in RACQI, Queensland’s motoring
club insurance business. The deal included a 25-year exclusive distribution
agreement for RACQ to sell insurance underwritten by IAG under the RACQ
brand. The transaction completed on 1 September 2025.

e South Australia: In June 2025, the ACCC announced that it would not oppose
Allianz’s proposed acquisition of the general insurance business of the Royal
Automobile Association of South Australia (RAA), known as RAAI. The deal
included a 20-year exclusive distribution agreement allowing RAA to sell
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insurance underwritten by Allianz under the RAA brand. On 1 July 2025, Allianz
completed its purchase of RAAI.

e Northern Territory: The Automobile Association of Northern Territory (AANT) has
a long-standing partnership with CGU Insurance (acquired by IAG in 2003), where
AANT distributes CGU-brand insurance as an authorised representative on
behalf of CGU.

Competition in personal lines insurance products

4.23.

For the purposes of the assessment of the Acquisition, the ACCC has focused on
how insurers compete for customers in the supply of two personal lines insurance
products — motor vehicle insurance and home and contents insurance.

Motor vehicle insurance

4.24.

4.25.

4.26.

Motor vehicle insurance protects the policyholder (customer) against financial loss
if their car is involved in an accident, is stolen or catches fire. Different levels of
cover are available and typically include comprehensive cover (including damage to
the car and other people's cars in an accident including where it is the driver's fault
as well as other types of damage and theft), compulsory third party (CTP) and fire
and theft damage (covering damage to other people's cars in an accident, and
damage caused by fire or theft).

Customers choose their insurer for motor vehicle insurance depending on a number
of factors including price, coverage/policy features (including what types of events
are covered, exclusions, and the excess payable on a claim), and the brand or
reputation of an insurer (including customers’ expectations, often based on their
own previous interactions and claims experiences, of how the insurer will respond in
the event the customer makes a claim and the claims handling experience).

Customers typically consider the following specific elements when selecting an
insurance product:’®

e Comprehensive or third-party insurance — customers will select whether they
want to insure their motor vehicle for all accidents and damage or whether they
only want insurance that covers damage that they cause to another person’s
motor vehicle or property while driving or damage to their vehicle from fire or
theft.’®

e Agreed versus market value — customers will select whether they want
insurance up to an agreed value (i.e. a specific amount) or at market value (i.e.
the value of the vehicle at the time of the accident, determined by the insurer).

e Choice of repairer — customers can select whether they choose where the motor
vehicle is repaired or use the insurer’s repairer in the event of accident.

e Premium and discounts — customers pay an annual or monthly premium with
potential discounts including when they do not claim (no claim bonus), when
they have multiple policies with the same insurer (multi-policy discount) and

5 Australian Government, Choosing car insurance, Moneysmart website, 10 August 2026.

16 Third party insurance is a broader term that covers a number of elements. Compulsory third party insurance is mandatory
in Australia and this covers liability for personal injury or death caused to other people in a motor vehicle accident. Third
party property insurance covers damage caused by the insured driver to another person’s vehicle or property. Third party
fire and theft insurance covers both theft of the insured vehicle and fire damage of the insured vehicle.


https://moneysmart.gov.au/car-insurance/choosing-car-insurance
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4.27.

4.28.

4.29.

4.30.

when they drive less regularly (low kilometres discount). The premium is linked
to the excess selected.

e Excess — customers typically pay an excess when making a claim on the
insurance policy, usually on a sliding scale. The excess can be $0 when the
accident is not the insured person’s fault. The excess is linked to the premium
paid, and a customer can choose a higher premium as a trade-off for a lower
excess.

Typically, motor vehicle insurance contracts last for one year, at which point the
insurer makes the customer an offer to renew their policy for another year.
Customers may choose to accept the insurer’s offer, switch to an alternative insurer,
or negotiate with their existing insurer over the price and terms (perhaps with the
benefit of having obtained quotes from other insurers).

CHOICE insurance surveys from 2025 show that the cost of living is currently an
important element affecting customers’ choice, with ‘value for money’ being at the
forefront of customer minds and a key reason for selecting an insurer.”” Another
aspect important to customers is the claims experience.’®

Insurers rely on premium income to cover the cost of reinsurance, underwriting
expenses, and operating expenses.'® Insurers seek to maximise their profits by
maximising their underwriting margin by attracting new customers as well as
competing to retain existing ones.

Insurers can compete for customers across a number of aspects including:

e Price - this includes the upfront premium paid by the customer, and any
discounts available to the customer, for example a discount for purchasing
multiple insurance products, for being a new customer or for being a ‘good risk’
as the customer has no claims history.

e Policy coverage — insurers may set limits such as the maximum value of the
asset the insurer recognises. Insurers may also include different levels of cover
for certain events, and features such as whether customers can choose their
repairer, and whether they are covered for certain losses (e.g. personal valuable
cover, accidental damage, etc.) Insurers may also adopt a particular stance to
claims and how they will approach the interpretation of coverage in policy
documents.

e Quality of service — insurers also have the ability to control their quality of
service. This includes the claims handling process and how quickly the insurer
can manage and pay out claims, as well as dispute handling procedures and
more general customer services standards.

e Marketing — insurers typically increase marketing spend/share of voice to grow

brand awareness and encourage switching when seeking to grow customer
numbers.

7. CHOICE, CHOICE car insurance survey: RAA car insurance takes out top spot again, 12 May 2025.
8 CHOICE, CHOICE car insurance survey: RAA car insurance takes out top spot again, 12 May 2025.
19 Insurance Council of Australia, Australia’s insurance industry snapshot 2025, 2 June 2025, p. 1.
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https://www.choice.com.au/money/insurance/car/articles/car-insurance-customer-satisfaction
https://www.choice.com.au/money/insurance/car/articles/car-insurance-customer-satisfaction
https://insurancecouncil.com.au/wp-content/uploads/2025/06/INCA015-Fact-Pack-2025_v3.6.pdf
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4.31.

4.32.

4.33.

Each insurer’s ability to compete on these aspects will be determined by a range of
factors including:

e Its funding position, including the costs the insurer faces to meet its claims
obligations and fund improvements to its offer, such as through price reductions,
coverage improvements and marketing.

e lts claims and support capability, including the infrastructure the insurer has to
handle claims, arrange repairs and respond to customer needs.

e Its technical capability, including access to new technologies which can help
improve risk assessment, claims processing and customer experience.?’ Current
technological trends influencing the insurance industry include artificial
intelligence, blockchain, cybersecurity, embedded insurance, quantum
computing, and regulatory technology.?'

Insurers decide whether and when to compete for new customers and/or grow
market share depending on various factors including their financial position and
other capabilities, and can increase marketing spend, reduce prices, increase
coverage and/or service quality in an attempt to do this.

An insurance brand can signal attributes of its offer that are not directly observable
to customers at the point of purchase, for example, claims handling, a critical
element of the customer experience. An insurer builds a reputation over time for
how well or poorly it handles claims with its reputation encapsulated in the relevant
brand. An insurance brand may itself therefore signal a range of attributes not
otherwise apparent to a customer considering a quote.

Home and contents insurance

4.34.

4.35.

4.36.

Home and contents insurance includes home (building) insurance, contents
insurance, combined home and contents insurance, landlord insurance, renters’
contents insurance, and strata insurance.

Home insurance typically covers the cost to repair or rebuild a home if it is damaged
or destroyed by a covered incident, for example fire, water damage from leaks,
floods and storms, and theft and vandalism, up to the sum insured. Policies may
additionally cover accommodation expenses if the home is unliveable.

Contents insurance typically covers the cost of replacing items in a policyholder's
home, for example furniture, clothing, jewellery and electronics, which may be
damaged in weather events such as floods, storm and storm surge, fire, leaks, and
theft and vandalism. Some insurers also offer portable contents insurance, which
covers items such as laptops, sunglasses and jewellery, which may be carried with
the owner and lost or stolen while they are out.

20 Insurtech, Insurtech Australia Market Report March 2025: Insurtech Down Under — Trends, Tech and Triumphs, 15 October
2025, p. 16.

21 Insurtech, Insurtech Australia Market Report March 2025: Insurtech Down Under — Trends, Tech and Triumphs, 15 October
2025, p. 16.
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https://insurtechaustralia.org/ia-resources/insurtech-australia-market-report/
https://insurtechaustralia.org/ia-resources/insurtech-australia-market-report/
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4.37.

4.38.

4.39.

4.40.

As set out above in relation to motor vehicle insurance, for home and contents
insurance, customers will consider specific elements when selecting an insurance
product:??

e Coverage — customers can choose a policy to address identified insured events.
Typically, insurers cover for most common events (such as fire, storms, theft
and burglary and water damage) but some events such as floods, bushfires and
cyclones may not be automatically included (and in some regions, may not be
insurable events).

e Sum insured — customers can select what they consider the estimated rebuild
cost of their home is as well as the estimated replacement cost of the contents.

e Premium and discounts — customers pay an annual premium each year with
potential discounts available including for when they do not claim or have a
good claims history (no claim bonus), have multiple policies with the same
insurer (multi-policy discount) or when there is a lower risk as the customer
works from home often or has security systems in place (lower risk discount).
The premium is linked to the excess selected.

e Excess — customers typically pay an excess when making a claim on the
insurance policy, usually on a sliding scale. The excess is linked to the premium
paid — generally, the higher the excess, the lower the premium paid.

As with motor vehicle insurance contracts, home and contents insurance contracts
are typically one year in duration. Customers will then decide whether to renew or
move to another insurer.

CHOICE insurance surveys from 2025 show that the cost of living is currently an
important element affecting customers’ choice, with ‘value for money’ being at the
forefront of customer minds and a key reason for selecting an insurer.?® Another
aspect important to customers is the claims experience.?

As with motor vehicle insurance, insurers compete across a number of metrics
including price, policy coverage, quality of service, and, in terms of attracting
customers, marketing spend which increases brand awareness/share of voice,
which generally leads to increases in the policies written. Insurers will make
decisions on when to compete for new customers and attempt to grow market
share based on their funding position, and other capabilities.

Acquisition of repair services

4.41.

4.42.

Insurers acquire repair services as inputs to the supply of personal insurance. For
motor vehicle insurance, these services include smash repair services and
windscreen repair and replacement services. For home and contents insurance,
these services include building repair services.

Insurers generally acquire these services on a local basis through a series of
non-exclusive arrangements with various third-party providers, typically local
independent operators. However, some repair services are obtained through
regional and national arrangements with providers such as O’Brien, Drive Group, and
AMA Group, or national contractors who subcontract to local providers.

22 Australian Government, Choosing home insurance, Moneysmart website, 15 July 2026.
28 CHOICE, CHOICE home insurance survey: RACQ in top spot for customer experience again, 12 May 2025.
24 CHOICE, CHOICE home insurance survey: RACQ in top spot for customer experience again, 12 May 2025.
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https://moneysmart.gov.au/home-insurance/choosing-home-insurance
https://www.choice.com.au/money/insurance/home-and-contents/articles/home-insurer-satisfaction,
https://www.choice.com.au/money/insurance/home-and-contents/articles/home-insurer-satisfaction,
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4.43.

5.

Insurers tend to have arrangements with preferred partner repairers and
independent repairers. The arrangements are typically on a non-exclusive basis.

IAG’s Notification and the assessment process

Notification lodgement and timeline

5.1.
5.2

5.3.

IAG notified the Acquisition on 3 March 2026.

On 16 April 2026, the ACCC decided the Acquisition would be subject to a Phase 2
review and subsequently released a Notice of Competition Concerns (NOCC) on 25
May 2026 in accordance with section 51ABZK of the Act.

On 26 June 2026, the ACCC decided to extend the Phase 2 determination period by
20 business days under section 51ABZZE(2)(c) as IAG’s response to a section 155
notice was incomplete. The end of the determination period is 23 September 2026.

Market engagement and information gathering

5.4.

5.5.

5.6.

Over the course of its assessment, the ACCC has engaged with, and received
substantive submissions and information from IAG, RACI, RAC, third party insurers,
smash repairers, industry associations, APRA and other interested parties.

In doing so, the ACCC gathered information on both a voluntary and compulsory
basis including:

e sending voluntary requests for information and documents;

e issuing compulsory notices seeking the provision of information and production
of documents under sections 155(1)(a) and (b) of the Act;

e conducting voluntary interviews; and

e conducting compulsory examinations of individuals under section 155(1)(c) of
the Act.

To assist it with assessing the Acquisition, the ACCC also sought expert opinions
from:

e Dr Jeffrey Carmichael, who prepared expert reports dated 21 May 2026
(Carmichael Report)?® and 19 August 2026 (Supplementary Carmichael
Report);2¢ and

e Patrick Smith, Partner at RBB Economics, who prepared expert reports dated 22
May 2026 (Smith Report)?’ and 19 August 2026 (Supplementary Smith
Report).?®

25

26

27

28

ACCC, IAG and RAC Insurance (Report of Dr. Jeffrey Carmichael AO), 21 May 2026. 65005.001.037.0001.
ACCC, IAG and RAC Insurance (Supplementary Report of Dr. Jeffrey Carmichael AO), 19 August 2026. 65005.001.052.0001.
ACCC, IAG and RAC Insurance (Report of Patrick Smith, RBB Economics), 22 May 2026. 65005.001.051.0001.

ACCC, IAG and RAC Insurance (Supplementary Report of Patrick Smith, RBB Economics), 19 August 2026.
65005.001.050.0001.

13
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5.7.

The ACCC has engaged with IAG and RAC during its assessment, including but not
limited to:

considering IAG's initial submission with the notification together with an expert
report prepared by Jason Ockerby, an economist at CEG, dated 3 March 2026
(First Ockerby Report),?° and two witness statements from the Chief Executive
Officer (CEO) of NRMA?3? and the Chief Financial Officer (CFO) of Retail
Insurance Australia, dated 3 March 2026 and 27 February 2026;%"

considering RAC's initial submission, an expert report from Mozammel Ali of
Theorem Consulting (First Ali Report)®? dated 26 February 2026, and three
witness statements of:

o the CEO of RAC dated February 2026;*
o the CFO of RAC dated 27 February 2026;** and
o the CEO of RACI dated 26 February 2026;3°

meeting with Jason Ockerby on 30 April 2026 and Mozammel Ali on 1 May 2026
and 26 June 2026;

considering IAG's response to the NOCC dated 1 July 2026, and the
accompanying:

o proposed Remedy Offer;3¢

o second report from Jason Ockerby from CEG dated 1 July 2026 (Second
Ockerby Report);®” and

o witness statement from the Chief Transformation Officer of Retail Insurance
Australia dated 1 July 2026;%

considering RAC’s response to the NOCC dated 1 July 2026 and the
accompanying second report from Mozammel Ali of Theorem Consulting
(Second Ali Report),*° the witness statement of a Reinsurance Broker from Aon*°
dated 30 June 2026, and the further witness statements from the CFO of RAC*
and the CEO of RACI dated 30 June and 1 July 2026;*

29

30

31

32

33

34

35

36

37

38

39

40

Al

42

IAG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026.
65005.001.005.1024.

[Confidential - Redacted].
[Confidential - Redacted].

RAC, Mozammel Ali (Theorem Consulting) Report for HSF Kramer regarding IAG’s proposed acquisition of RAC Insurance, 26
February 2026. 65005.001.005.1203.

[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
IAG, Proposed Undertaking — Annexure A: Formal commitments offer, 1 July 2026. 65005.001.022.0041.

IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026.
65005.001.022.0044.

[Confidential - Redacted].

RAC, Supplementary Mozammel Ali (Theorem Consulting) Report for HSF Kramer regarding IAG’s proposed acquisition of
RAC Insurance, 1 July 2026. 65005.001.021.0848.

[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].

14



Statement of Reasons | IAG — RAC Insurance (MN-65005)

5.8.

6.1.

6.2.

6.3.

e considering material provided on 24 July 2026 by RAC,*® including the third
witness statement of the CFO of RAC** and a further supplementary report of
Mozammel Ali (Third Ali Report);*°

e conducting compulsory examinations under section 155(1)(c) of the Act;
e holding a formal interview with the CEO of RACI on 27 August 2026; and

e considering materials from IAG and RAC responding to the ACCC’s phase 2
additional information letter of 19 August 2026, including further supplementary
reports dated 2 September 2026 from Mozammel Ali of Theorem Consulting
(Fourth Ali Report)*® and Jason Ockerby from CEG (Third Ockerby Report),*’
responding to the Supplementary Carmichael Report and the Supplementary
Smith Report.

The ACCC also took into account material provided by IAG, RAC and other market
participants during the ACCC'’s informal review of the Acquisition in 2025.

The statutory framework and required ACCC
decision

Australia’s new formal mandatory and suspensory merger control regime came into
effect on 1 January 2026. The acquisition provisions in this regime apply to
acquisitions of shares or assets of a corporation, as well as other types of legal
rights.*®

Businesses that propose to give effect to an acquisition that meets the notification
thresholds must notify it to the ACCC.#

The ACCC is the administrative decision maker under the new formal merger regime
and determines whether a notified acquisition may be put into effect or must not be
put into effect.5° A proposed acquisition is stayed until the ACCC or Australian
Competition Tribunal determines that it may be put into effect.®

Substantial lessening of competition test

6.4.

The ACCC may only determine that a proposed acquisition must not be put into
effect if it is satisfied that the acquisition, if put into effect, would, in all the
circumstances, have the effect, or be likely to have the effect, of substantially

43

44

45

46

47

48

49

50

51

RAC, July 2026 Letter to the ACCC, 24 July 2026. 65005.001.034.0023.
[Confidential - Redacted].

RAC, Further Supplementary Mozammel Ali (Theorem Consulting) Report for HSF Kramer regarding IAG’s proposed
acquisition of RAC Insurance, 24 July 2026. 65005.001.036.0015.

RAC, Third Supplementary Mozammel Ali (Theorem Consulting) Report for HSF Kramer regarding IAG’s proposed acquisition
of RAC Insurance, 2 September 2026. 65005.001.049.0012.

IAG, Jason Ockerby (CEG) Second Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 2
September 2026. 65005.001.048.0033.

Act, s 51ABB(1).

Act, s 51ABO.

Act, s 51ABZE(1).

Act, ss 51ABE and 51ABF.
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6.5.

6.6.

6.7.

6.8.

6.9.

6.10.

lessening competition in any market.>? The concept of lessening competition
includes preventing or hindering competition.>3

The substantial lessening of competition test (SLC test) requires a focus on whether
the effect or likely effect on competition of a proposed acquisition is substantial.
This has been interpreted to mean an effect that is real or of substance, and
therefore meaningful and relevant to the competitive process.>*

In the context of mergers, the SLC test is a forward-looking test that ‘requires a
comparison between the nature and extent of competition in the future with the
acquisition and without the acquisition in any market potentially affected by the
acquisition.’®

As is the case in this assessment, the ACCC recognises that there may be a number
of possible future scenarios absent an acquisition. The ACCC's task is not to
determine with certainty what will occur, but to assess the relative likelihood of
alternative commercially realistic scenarios and the competitive conditions that
would arise under each. The ACCC does not treat remote, speculative or merely
theoretical possibilities as relevant counterfactuals in its assessments, although it
will consider multiple plausible scenarios where that is supported by the evidence.

In this context, when assessing the likely effect of a proposed acquisition, the
decision maker must determine whether there is a real commercial likelihood of a
substantial lessening of competition. As explained by the Federal Court, ‘[t}he word
“likely” has to be applied at a level which is commercially relevant or meaningful as
must be the assessment of the substantial lessening of competition

under consideration’.%®

The Federal Court has said that the SLC test ‘ultimately poses one question
involving one evaluative judgment’ and that it turns on satisfaction in relation to this
single evaluative judgment. Even though the exercise of determining whether the
competitive effects of a transaction amount to a substantial lessening of
competition involves multiple constituent inquiries, namely, identifying the futures
with and without the transaction and the effects on competition of each, and then
making the relevant comparison leading to answering that question.®’

In the context of the formal merger regime, this requires the ACCC, as the decision
maker, to take into account all of the material before it, assess the weight to be
given to that material and consider the potential effects on competition, both
positive and negative, and the different degrees of likelihood of these effects. It is
this assessment that informs the single evaluative judgement which the ACCC must
make as to whether it is satisfied in all the circumstances that the proposed
acquisition would have or would be likely to have the effect of substantially

52 Act, s 5TABZE(2)(c).

5% Act, s 4G.

5 Australian Competition and Consumer Commission v Pacific National Pty Limited (2020) 277 FCR 49; [2020] FCAFC 77
(Accc v Pacific National FFC), [104] (Middleton and O'Bryan JJ), and the cases cited therein.

5 ACCC v Pacific National FFC, [216] (Middleton and O’Bryan JJ).

%  Australian Gas Light Company v Australian Competition & Consumer Commission (No 3) (2003) 137 FCR 317; [2003] FCA

1525, [348] (French J, as his Honour then was), citing Rural Press Limited v Australian Competition and Consumer
Commission (2003) 216 CLR 53; [2003] HCA 75, [41] (Gummow, Hayne and Heydon JJ).

57 Australian Competition and Consumer Commission v Pacific National Pty Ltd (No 2) [2019] FCA 669 (ACCC v Pacific
National FC), [1276], approved by the majority in ACCC v Pacific National FFC, [246] (Middleton and O’Bryan JJ).
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7.1.

7.2.

7.3.

lessening competition. To be satisfied means the ACCC must have an affirmative
belief about the requirements of the test in section 51ABZE(2)(c).%®

Parties’ submissions

During its consideration of the Acquisition, the ACCC received a number of
submissions from the Parties.

IAG submits the Acquisition is not likely to result in a substantial lessening of
competition in any market, including in the:

e manufacture and supply of personal lines motor vehicle insurance;
e manufacture and supply of personal lines home and contents insurance; and

e acquisition of ancillary services.

IAG submits the Acquisition is not likely to substantially lessen competition in the
personal lines general insurance market, nor the motor vehicle insurance or home
and contents insurance market, because:

e The competitive landscape in personal lines general insurance occurs at both
the underwriter level and between brands at the retail level and there is a large
degree of choice for customers.*® Brands compete for customers at the retail
level, notwithstanding their shared underwriting.®®

e RACIis notin a position to [Confidential - Redacted] and its recent competitive
presence [Confidential - Redacted].®’

e There are a number of other insurers that will continue to constrain the merged
entity, including at least six competitive providers other than IAG and RACI in
Western Australia.®?

e Customers can and do actively switch between insurers. Customers can
compare insurance products with increasing ease. Customers are also free to
switch insurers at any time, generally without any additional cost and with the
unused balance of their annual premium repaid to them. Switching data is
consistent with customers switching between the full range of insurers.%?

e Competition in personal lines general insurance is increasing nationally and in
Western Australia, with most national insurers active in Western Australia.®*

e There are strong indicators of effective competition between underwriters and
brands.®® Insurers compete to acquire new and renewed policies on a brand
basis, across price and non-price factors, and to retain customers for the term of
the policy held.®®

58

59

60

61

62

63

64

65

66

See BOY19 v Minister for Inmigration and Border Protection [2019] FCA 574, [55] (O’'Bryan J), where his Honour considered
the evidentiary burden of proof in the context of s 21(2)(h) of the Australian Citizenship Act 2007 (Cth).

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 27. 65005.001.005.0849.
[Confidential - Redacted].

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 27. 65005.001.005.0849.
IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 27. 65005.001.005.0849.
IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 27. 65005.001.005.0849.
IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 27-28. 65005.001.005.0849.
IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 28. 65005.001.005.0849.
IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 28. 65005.001.005.0849.
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7.4.

Potential price effects from the Acquisition are not consistent with a substantial
lessening of competition.®” The First Ockerby Report states that the indicative
price effects for the merging parties are small, [Confidential - Redacted] under a
linear demand specification, which is not indicative of a substantial lessening of
competition.®®

The Distribution Agreement will ensure continued incentives for competitive
policies. Under the Distribution Agreement, RAC will continue to be involved in
the RAC branded insurance offering. It is also structured to ensure that RACl's
member-centric approach is maintained®® and [Confidential - Redacted].”®

IAG has a limited presence in Western Australia. IAG has a relatively low brand
awareness and has been losing ground to various rivals due to its transition from
its SGIO brand to NRMA Insurance and transitioning customers to its enterprise
platform.”?

In the specific context of the Acquisition, concentration measures, such as the
Herfindahl-Hirschman Index (HHI), are not indicative of actual competition as
RACI’'s market share in Western Australia overstates its competitiveness and is
driven by behaviour that RACI will be [Confidential - Redacted].”?

Barriers to entry are primarily regulatory and will not be increased as a result of
the Acquisition, with large international insurers well placed to enter the
market.”®

The Acquisition will not create, strengthen or entrench any market power.
Neither IAG nor RACI currently have a substantial degree of market power
nationally or in Western Australia and the Acquisition will not result in the
creation or entrenchment of a substantial degree of market power, as
competitors will continue to provide effective restraint.”*

There will be no substantial lessening of competition as a result of cumulative
past acquisitions. RAC has not completed any acquisitions involving insurance
businesses in the previous three years, and taking into account relevant
acquisitions completed by IAG in this period will not result in a substantial
lessening of competition.”®

IAG also submits the Acquisition is not likely to substantially lessen competition in
the acquisition for ancillary repair services including smash repair, windscreen repair
and building repair services. IAG submits that post-transaction there will be no
substantial change to the dynamics of the acquisition of smash repair services. In
particular:
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IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 28. 65005.001.005.0849.
IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 28. 65005.001.005.0849.
IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 28. 65005.001.005.0849.
IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 75. 65005.001.005.0849.
IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 28. 65005.001.005.0849.
IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 81. 65005.001.005.0849.

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 29, para. 99(k).
65005.001.005.0849.

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 29, para. 99(l).
65005.001.005.0849.

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 29, para. 99(m).
65005.001.005.0849.
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7.5.

7.6.

the merged entity will continue to have an incentive to ensure the quality of
repair services provided to insured customers does not decline;

agreements with repairers are non-exclusive, do not require the provider to take
a certain volume of work from IAG, or require the repairer to prioritise work from
IAG;

given IAG’s limited presence in Western Australia, there will be no material
increase in the merged entity’s bargaining power and no significant change to
the level of concentration in relation to third party service suppliers;

to the extent that any future review of the merged entity's repair network and
negotiations with providers results in improved pricing, consumers should
benefit as repair costs place upward pressure on premiums;

the merged entity will have no ability to foreclose third party insurers’ access to
repair services;

there will continue to be a large number of insurer and non-insurer customers
acquiring services from repair service providers; and

as there is no restriction on the use of repair services, alternative insurers will
continue to have access to these services, and access to these services is not a
growth constraint.”®

In relation to the counterfactual, RACI submits [Confidential - Redacted] the
challenges faced by the insurance industry.”” These challenges include:”®

RACI’s capital constraints and the impact of this on [Confidential - Redacted]
concentration risk”

rising reinsurance costs

increased claims costs

anticipated climate change-related challenges, including a predicted increase in
extreme weather events, and

increased regulatory oversight and costs [Confidential - Redacted].°

RACI submits that its internal documents indicate that:

[Confidential - Redacted];®’
[Confidential - Redacted];®?
[Confidential - Redacted],?® [Confidential - Redacted].?
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IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 89, para. 276.
65005.001.005.0849.

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 4, para. 14.
65005.001.005.0849.

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 38-43, para. 121-129.
65005.001.005.0849.

[Confidential - Redacted].
IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 42-44. 65005.001.005.0849.
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
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7.7.

7.8.

7.9.

7.10.

7.11.

8.1.

8.2.

As a result of the challenges it faces, in the future without the Acquisition, RAC
submits that RACI [Confidential - Redacted].?® [Confidential - Redacted].8®

If the Acquisition does not proceed, [Confidential - Redacted]. RAC submits that
RACI would:

o [Confidential - Redacted]
¢ [Confidential - Redacted].?’” [Confidential - Redacted].2®

It submits [Confidential - Redacted].®°

[Confidential - Redacted], following a strategic review of RACI, RAC undertook a sale
process for RACI.?° [Confidential - Redacted].®’

The ACCC understands that the Parties’ positions on each of the key issues set out
in this Statement of Reasons are broadly as set out above, based on the
submissions and evidence the Parties have provided. These issues, and the relevant
evidence on each issue are considered in more detail in the corresponding sections
of the determination below.

Market definition

Based on the material before it, the ACCC considers that the markets for the
purposes of assessing the competitive effects of the Acquisition are likely to be:

e the market for the supply of motor vehicle insurance in Western Australia,

o the market for the supply of home and contents insurance in Western Australia,
and

e markets for the acquisition of smash repair services in regions within Western
Australia.

While the ACCC considers that these market definitions best encapsulate the
competitive dynamics for the purposes of assessing the Acquisition, the ACCC
considers all relevant competitive constraints in the competition assessment
sections below.

Overlap between the parties

8.3.

The ACCC's starting point for defining the relevant markets for the purposes of
assessing the competitive effects of an acquisition is to identify the areas of overlap
between the products actually or potentially supplied by the merger parties. The
ACCC then considers other actual or potential suppliers of those products, as well
as what other products constitute sufficiently close substitutes to provide a

85 [Confidential - Redacted].
86 [Confidential - Redacted].
87 [Confidential - Redacted].
88 [Confidential - Redacted].
89 [Confidential - Redacted]; [Confidential - Redacted)].
9%  [Confidential - Redacted].
91 [Confidential - Redacted].
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8.4.

8.5.

significant source of competitive pressure or constraint on the merged entity and its
remaining rivals.®?

IAG and RACI overlap in the supply of the following types of insurance in Western
Australia:

e motor vehicle insurance, including comprehensive car insurance, third party fire
and theft, third party property insurance, caravan and trailer insurance, and
motorcycle insurance (but excluding CTP insurance); and

e home and contents insurance, including home (building) insurance, contents
insurance, combined home (building) and contents insurance and landlord
insurance.

The Parties also overlap in the acquisition of repair services in certain areas of
Western Australia. Repair services are inputs to the supply of insurance. For motor
vehicle insurance, these services include smash repair services, and windscreen
repair and replacement services. For home and contents insurance these include
building repair services.

Product dimension — supply of insurance

8.6.

8.7.

8.8.

8.9.

8.10.

The Parties submit that the relevant product dimension for the Acquisition is
personal lines general insurance, which includes (among other products) motor
vehicle insurance and home and contents insurance.®®

The Parties consider there is “substantial supply-side substitutability between the
different personal lines insurance products.”* The Parties note that “[b]oth IAG and
RACI manufacture and supply personal lines home insurance and personal lines
motor insurance to consumers, as do most general insurers active in Australia” and
“IAG generally considers both home and motor insurance together in its internal
documents.”?® The Parties also submit that “on the demand side, consumers often
purchase different personal lines of insurance together and can obtain a bundled
price for insurance.”®

The ACCC considers it appropriate to identify separate product markets for each of
motor vehicle insurance and home and contents insurance.

Most critically, there is no demand side substitution between motor vehicle
insurance and home and contents insurance.

While most insurers supply both products, the ACCC considers that given the time
and investment required to supply home and contents insurance in addition to
supplying motor vehicle insurance, supplying home and contents insurance is better
considered as new entry rather than supply-side substitution. Home and contents
insurance is significantly more capital intensive than motor vehicle insurance. It

92 ACCC, Merger assessment guidelines, 20 June 2025, para. A.13.

9 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 21, para. 75.
65005.001.005.0849.

9 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 21, para. 75.
65005.001.005.0849.

9 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 26, para. 75.
65005.001.005.0849.

% |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 26, para. 75.
65005.001.005.0849.
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involves more complex risk assessment, which requires different and more
extensive data to set premiums. As such, rivals in the supply of motor vehicle
insurance that are seeking to move into also supplying home and contents
insurance would face substantial challenges and costs.

8.11.  Similarly, the ACCC considers that the supply of motor vehicle insurance involves

establishing and managing relationships with smash repairers across relevant
geographic areas, and ensuring customers’ repairs are carried out promptly and at a
high quality. As such, providers of home and contents insurance that are seeking to
move into also supplying motor vehicle insurance would face substantial challenges
and costs. Therefore, the ACCC considers that commencing the supply of motor
vehicle insurance, in addition to supplying home and contents insurance, is better
considered as new entry rather than supply-side substitution.

8.12. Although IAG considers both home and contents insurance and motor vehicle

insurance in the same internal documents, the ACCC considers that IAG's internal
documents still separately consider the two insurance types in those documents.®’
Some insurers similarly consider the two insurance types separately within the same
document, given the differences in pricing, product attributes, targets and
objectives.®® Other insurers generally consider the two insurance types in separate
documents.®®

Functional dimension — supply of insurance

8.13. The First Ockerby Report provides that the supply of both home and contents

insurance and motor vehicle insurance involve two distinct activities — (i) the
underwriting of policies, and (i) the retail distribution of these policies.’® The First
Ockerby Report points out there are more brands than underwriters offering
personal lines insurance in Australia and in Western Australia.

8.14. In particular, the First Ockerby Report provides that there are [Confidential -

Redacted] third-party distributors of home and contents insurance in Western
Australia which distribute approximately [Confidential - Redacted] of home and
contents insurance policies in the state, and that there are [Confidential - Redacted]
third-party distributors of motor vehicle insurance which distribute approximately
[Confidential - Redacted] of motor vehicle policies in the state.’®

8.15. While the ACCC recognises that there is a distinction between underwriters and

distributors, the ACCC considers the most relevant frame of reference to assess the
Acquisition is competition between underwriters. Principally, this is because the
Acquisition is of an underwriting business, and both Parties are underwriters.
Further, and importantly, pricing decisions (premiums) are typically made at the
underwriter level, as are key decisions about coverage and claims.
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See, for example, [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].
See, for example, [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].
[Confidential - Redacted].

IAG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, p. 6,
para. 14. 65005.001.005.1024.

IAG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, p. 19,
table 4-4. 65005.001.005.1024.
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Geographic dimension — supply of insurance

8.16. The Parties submit that the appropriate geographic dimension for the relevant

insurance markets is national.’%2

8.17. In support of this, the Parties submit that:

e large Australian insurers tend to have a national presence with only two
state-based insurers remaining being RACI and RACT;

e customers’ experiences when selecting and buying insurance is increasingly
digitised, which means it is now less important that insurers have a local
physical presence in a particular area;

e insurers have regard to national considerations when making pricing decisions,
which are considered alongside local risks on a postcode-by-postcode basis
(rather than a state-by-state basis); and

e insurers pool risks across customers in all states and territories, including for
reinsurance purposes, and capital is determined by APRA on a whole of portfolio
(national) basis.’®

8.18. The Parties also submit that analysis in the Second Ockerby Report shows that a

Western Australian market is too narrow and the market is properly national.%

8.19. The ACCC considers the appropriate geographic dimension for the supply of

insurance is Western Australia.

8.20. As set out in paragraph 8.3, the starting point for market definition is the area in

which the Parties’ activities overlap. In the supply of personal lines general
insurance products, the overlap is in Western Australia.

8.21. While certain aspects of insurers’ businesses and competitive strategies are

national, including the aspects identified by the Parties (summarised in paragraph
8.17 above) and most insurers are increasingly operating claims management
services out of national call centres, the ACCC considers a number of important
parameters of competition are at the state level.

8.22.  Allinsurers offering insurance in Western Australia have a form of physical local

presence in the state. All insurers have state-based assessor networks and all
repairers are local.’® Some insurers, including the Parties, also have a bricks and
mortar presence in Western Australia — RACI has both a call centre and branches,
while IAG has a branch.

8.23. In addition to being important to run operations effectively, evidence suggests that

an insurer’s local presence is valued by customers in Western Australia. In
particular, [Confidential - Redacted] RAC [Confidential - Redacted] noted that “the
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IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 22, para. 77.
65005.001.005.0849.

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 22, para. 79.
65005.001.005.0849.

[Confidential - Redacted].

All repair work is done by Western Australian based repairers which form part of national, state-based or local brands. In
terms of assessors, [Confidential - Redacted] and [Confidential - Redacted] advised that they have state-based assessors
in Western Australia. [Confidential - Redacted] advised that there are approximately [Confidential - Redacted] assessors
based in Western Australia. [Confidential - Redacted] advised that their repairer network includes state-based repairers
with some national repairer brands. Similarly, [Confidential - Redacted] has a claims and assessing operation in Western
Australia: [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].
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claims experience that we can deliver by being local is important. The ability for us
to respond with a local call centre ... on the ground, running with people, getting
feedback and communicating with our membership.”'°¢ Similarly [Confidential -
Redacted] RACI [Confidential - Redacted] stated that RACI’s focus is on being a
local business with local services for the local community.’?” [Confidential -
Redacted] stated that “a physical presence always creates a connective tissue into a
community.”’®® [Confidential - Redacted] similarly stated that “Western Australia
strongly value local presence: WA-based call centres, WA friendly hours, fast access
to a real person who “gets WA”."1%°

8.24. Evidence before the ACCC shows that a number of insurers run state-based

marketing initiatives and/or adopt a degree of tailoring of national marketing
campaigns for the Western Australian audience. [Confidential - Redacted] tailors
some of its marketing to state-based markets. It considers some form of tailoring to
be important.’° [Confidential - Redacted] also noted that it tailors its marketing to
Western Australians with a state-based marketing budget that is spent according to
a state-based strategy.’

8.25. Evidence before the ACCC also shows that Western Australia differs from other

states in a number of key respects, including economic conditions, demographic
characteristics, and environmental conditions. In particular:

e Economic conditions — Western Australia has had a higher population growth
rate compared with the rest of Australia over the last few years. As at December
2025, the population growth rate was 2.2% in Western Australia and 1.4% in the
rest of Australia.”’ Western Australia has also had greater economic growth
than other states of Australia. Over the past five years, Western Australia’s
economy grew by 27.2%, the strongest of all states and territories, and well
above the national rate of 20.9%.""3 Western Australia has also had the greatest
growth in the number of registered passenger vehicles compared with the rest of
Australia. Between 2024 and 2025, registered passenger vehicle grew 3.4% in
Western Australia, above the national rate of 2.4%.""* Housing growth has also
been relatively strong, with cumulative growth of 2.5% over the period March
2023-March 2026 in total residential dwellings, slightly above the national
growth rate in the same period (2.4%).""°

e Demographic characteristics — approximately 80% of Western Australia’s
population resides in Greater Perth. This is the highest metropolitan
concentration of any state in Australia, and can be contrasted to other major
states such as NSW, where approximately 66% of residents are in Greater
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[Confidential - Redacted].
[Confidential - Redacted].

[Confidential - Redacted]. A number of other insurers also provided evidence to the ACCC that the Western Australian
market is ‘parochial’, including [Confidential - Redacted], and [Confidential - Redacted]. [Confidential - Redacted]
summarised this best as “Western Australians loves Western Australian businesses”: [Confidential - Redacted].

[Confidential - Redacted]; [Confidential - Redacted].

[Confidential - Redacted].

[Confidential - Redacted].

Australian Bureau of Statistics, National, state and territory population (December 2025), 18 June 2026.

Western Australian Government, WA’s economic growth continues to outpace the nation, Media Release, 4 March 2026.
BITRE, Road Vehicles Australia January 2025, 31 January 2025, pp. 3-4.

Australian Bureau of Statistics, Total Value of Dwellings 6432.0 (March Quarter 2026), 8 September 2026.
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Sydney, and Queensland, where approximately 50% of residents are in Greater
Brisbane.'"®

e Environmental conditions — Western Australia has experienced a relatively low
incidence of significant natural hazard and storm events compared with other
Australian states over time. Over the period 1967 to July 2026, Western Australia
had 25, or 10%, of the state-attributed Catastrophic and Significant Events
recorded in the Insurance Council of Australia data, compared with 92 (37%) in
NSW and 71 (29%) in Queensland.”” Productivity Commission recent emergency
services data are consistent with this pattern. From FY2015/16 to FY2024/25,
WA State Emergency Services attended 18,375 storm and cyclone incidents,
compared with 302,054 in NSW, 215,956 in Victoria and 56,665 in South
Australia.”™ This equates to an average of approximately 67 storm and cyclone
incidents annually per 100,000 residents in Western Australia, compared with
371 in NSW, 327 in Victoria and 315 in South Australia.’®

8.26. The ACCC considers that these differences appear to be a key reason why insurers

view Western Australia as a separate market to other states of Australia. For
example:

e RACI [Confidential - Redacted] explained that the Western Australian insurance
market has not been impacted by weather events to the same extent that east
coast markets have and is therefore a good market to do business in.'?° This
view around the impact of weather events is supported by [Confidential -
Redacted]."?’

e [Confidential - Redacted] similarly identifies that the Western Australian market
is attractive relative to other states as it has favourable demographics and
conditions. In particular, [Confidential - Redacted] outlines that the geographic
concentration of Greater Perth is a positive as it enables “insurers to focus on
marketing, distribution, and servicing efforts within a concentrated footprint.”'%?
[Confidential - Redacted] also identified that Western Australia has higher
population growth than other states, which means consumer demand is
increasing.'® [Confidential - Redacted] also stated that Western Australia has
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Australian Bureau of Statistics, Regional Population (2024-25 financial year), 31 March 2026; Australian Bureau of
Statistics, National, state and territory population (June 2025), 18 December 2025. Percentages calculated from ABS
estimated resident population data.

Insurance Council of Australia, Historical Normalised Catastrophe List, July 2026. Analysis includes events recorded in the
ICA historical dataset as Catastrophes (CAT) or Significant Events (SE) from 1967 to July 2026. COVID-19 and events not
classified as a CAT or SE have been excluded. Where an event affected more than one state or territory, it has been
counted in the main affected jurisdiction. Of the 25 events in Western Australia, approximately 12 were events located
north of the 26" parallel.

ACCC calculations using Productivity Commission, Report on Government Services 2026 — Part D Emergency
management, 3 February 2026, section 9, table 9A.7, State and territory Emergency Service incidents. Figures represent the
sum of reported “storms and cyclones” incidents for 2015-16 to 2024-25. Queensland is not included in the comparison
because the number of incidents is not recorded. The Productivity Commission cautions that comparability across
jurisdictions and over time can be affected by differences in reporting and service arrangements.

ACCC calculations using Productivity Commission, Report on Government Services 2026 — Part D Emergency
management, 3 February 2026, table 9A.7, and Australian Bureau of Statistics, National, state and territory population
(June 2025), Estimated Resident Population by state and territory, June 2016 to June 2025. The annualised rate is
calculated as total storm and cyclone incidents over the ten-year period divided by the sum of each jurisdiction's June
estimated resident population for the corresponding ten years, multiplied by 100,000. ABS describes ERP as the official
measure of Australia's state and territory populations.

[Confidential - Redacted].

[Confidential - Redacted]; [Confidential - Redacted].

[Confidential - Redacted].

[Confidential - Redacted].
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8.27.

8.28.

relatively fewer natural risks than some of the east coast states but did note that
its modelling showed there was a sizeable Perth earthquake risk."?*

¢ [Confidential - Redacted] explained that the peril exposures are different in
Western Australia compared to eastern states.’?®

e [Confidential - Redacted] similarly noted that the weather dynamics are slightly
different in Western Australia compared to the rest of Australia.’?®

Beyond these economic, demographic and environmental differences, insurers
consider the market characteristics and operating conditions in Western Australia
differ to the rest of Australia. In particular:

¢ [Confidential - Redacted] submits that Western Australia exhibits distinct market
characteristics relative to other states, including high concentration, strong
incumbent brand loyalty, lower observed customer switching, and more acute
constraints in claims-related supply chains, particularly in regional areas.”’?’
[Confidential - Redacted].”2®

o [Confidential - Redacted] similarly submits that ‘Western Australia is unique as it
has fewer major general insurer competitors achieving market scale given the
dominant share of RACI'."?° [Confidential - Redacted].'*°[Confidential -
Redacted].

¢ An [Confidential - Redacted] states that that the market in Western Australia is
‘highly concentrated, with RAC, IAG, Suncorp and Allianz the dominant players
across key segments.’"?'

e An [Confidential - Redacted] outlines a number of operational differences in
Western Australia including supply chain issues with motor vehicle repairs
(issues with smash repairer, tow truck and part availability, skilled labour
shortages and lengthy transportation distances, and therefore significantly
higher costs compared with eastern states).'3?

¢ [Confidential - Redacted].'3?

In the Second Ockerby Report, Mr Ockerby applies a hypothetical monopolist test
(HMT) to an insurer supplying customers exclusively in Western Australia and
concludes that a ‘price increase would not be profitable due to constraints from non-
WA national insurers. If national insurers have the regulatory clearance from APRA,
the systems for writing policies and managing claims, and the capital and
reinsurance arrangements required to supply in WA then they could respond to a
SSNIP [a Small but Significant Non-transitory Increase in Price] by writing policies in
WA"134

124 [Confidential - Redacted].
125 [Confidential - Redacted].
126 [Confidential - Redacted].
127 [Confidential - Redacted)].
128 [Confidential - Redacted].
129 [Confidential - Redacted)].
130 [Confidential - Redacted]; [Confidential - Redacted].
131 [Confidential - Redacted)].
132 [Confidential - Redacted].
133 [Confidential - Redacted)].

134 |AG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p. 21.
65005.001.022.0044.
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8.29. The ACCC has considered the use of the HMT in the Second Ockerby Report and its

consideration has been assisted by the Supplementary Smith Report. Mr Smith
noted that the HMT test in the Second Ockerby Report rests on the proposition that
national insurers not currently in Western Australia face “no material cost or
capability disadvantage in expanding in Western Australia.”’*®> Mr Smith notes that
this is an empirical matter but considers that the records show that established
insurers have lower market shares, and third party insurers have elevated acquisition
costs and depressed margins in Western Australia relative to other states.3¢

8.30. The ACCC considers that the cost of entry/expansion into Western Australia by a

new insurer not presently active in the state is significant, and accordingly that entry
by a new insurer in response to a SSNIP is unlikely. Relevant barriers include the
establishment of a new brand, supply chain (including assessors and repairers) and
claim data to assist with pricing.

8.31. The ACCC also considers that Mr Ockerby’s articulation of the HMT in Section 3.2 of

the Second Ockerby Report may suggest that the test involves assessing whether a
hypothetical monopolist of insurance supplied exclusively to Western Australian
customers could profitably raise prices by 5% or 10%. This could be interpreted as
asking whether RACI - as the only significant WA-focused insurer — could
(presently) profitably raise its prices. However, the ACCC considers that the HMT
should be understood as asking whether a hypothetical monopolist supplier of
insurance to Western Australia customers could profitably raise its prices.

8.32.  For the above reasons, the ACCC has not given significant weight to Mr Ockerby’s

analysis of the appropriate geographic market.

Supply and acquisition of ancillary repair services

8.33. The Parties overlap in the acquisition of the following ancillary repair services:

e smash repair services acquired from smash repairers;
e windscreen repair services acquired from windscreen repairers; and

e building repair services."™’

8.34. While the Parties highlight that there is a level of national, state and local contracting

between repairers and insurers, the Parties submit that the ACCC does not need to
come to a concluded view on whether the relevant geographic scope is national,
state or local/regional as there can be no substantial lessening of competition
regardless of the market definition adopted.®

8.35.  For the purposes of this assessment, the ACCC is focused on smash repair services

acquired by insurers and supplied to insured customers. In particular:

e insurers acquire smash repairs from smash repairers on a contracted (preferred
repairer) or an ad hoc (non-preferred repairer) basis
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ACCC, IAG and RAC Insurance (Supplementary Report of Patrick Smith, RBB Economics), 19 August 2026, p. 10.
65005.001.050.0001.

ACCC, IAG and RAC Insurance (Supplementary Report of Patrick Smith, RBB Economics), 19 August 2026, p. 10.
65005.001.050.0001.

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 23. 65005.001.005.0849.
IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 89. 65005.001.005.0849.
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8.36.

8.37.

8.38.

9.

e smash repairs are a key input in the supply of motor vehicle insurance to
customers.

Smash repair services involve repairing vehicles that have sustained collision or
accident damage and restoring them to a safe and serviceable condition. Smash
repair services generally comprise a bundle of activities, including assessing vehicle
damage, dismantling and repairing or replacing damaged panels and components,
structural and body repairs, refinishing and painting, reassembly, and associated
calibration or diagnostic work.

Given the nature of the work, customers prefer to have their motor vehicle repaired
locally. Insurers also tend to manage repair networks in a way that insured
customers can get their motor vehicle repaired in the local area so that the works
can be completed within a reasonable timeframe.™°

The ACCC considers that the relevant markets for the supply and acquisition of
smash repair services are local or regional areas of Western Australia.

Future without the acquisition

Overview

9.1.

9.2.

9.3.

9.4.

9.5.

The ACCC has considered the effects of the Acquisition by comparing the likely
future state of competition if the Acquisition proceeds (the factual) against the likely
future state of competition if the Acquisition does not proceed (the counterfactual).
The counterfactual assessment is a tool of analysis to assist the ACCC in
considering whether there is a real commercial likelihood that the Acquisition would
result in a substantial lessening of competition.

This section sets out the ACCC’s consideration of likely outcomes for RACI in the
counterfactual. It considers RACI’s financial and capital position, technology costs,
reinsurance costs, concentration risk, claims costs and regulatory costs.

The Parties submit that RACI would not be as competitive as it is currently in the

supply of motor vehicle insurance and home and contents insurance in the future
without the Acquisition due to challenges facing the insurance industry generally
and the RACI business in particular.’®

RAC submits that it [Confidential - Redacted].’*’ [Confidential - Redacted].’*?
[Confidential - Redacted],'*® [Confidential - Redacted]."*

Based on the material before it, the ACCC'’s finding is that, in the short to medium
term, RACl is likely to continue to compete vigorously in the supply of motor vehicle
insurance and home and contents insurance in Western Australia. [Confidential -
Redacted].’*® [Confidential - Redacted].

139 [Confidential - Redacted].

140 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 27, para. 99(b).
65005.001.005.0849.

141 [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].
142 [Confidential - Redacted)].
143 [Confidential - Redacted].
144 [Confidential - Redacted)].
145 [Confidential - Redacted].
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RACI's financial and capital position

9.6

9.7.

9.8.

9.9.

) RAC submits that RACI has a [Confidential - Redacted].’#° It submits that, unlike its

key competitors, it does not have the ability to raise capital through traditional equity
markets and must support its growth through reinvestment.' It submits that these
capital constraints [Confidential - Redacted]:

¢ [Confidential - Redacted],
¢ [Confidential - Redacted], and
¢ [Confidential - Redacted].*®

RAC also submits that the profitability and capital adequacy of insurance
companies, [Confidential - Redacted], are inherently volatile and subject to events
which cannot be predicted with precision.’*® [Confidential - Redacted].”*
[Confidential - Redacted].”™

The ACCC recognises that RACI cannot raise capital through equity markets and
that other forms of capital raising available to it (e.g. Mutual Capital Instruments
(MCI)) may not be particularly attractive to investors. The ACCC also recognises that
this means that RACI has more limited means of raising capital than major national
insurers operating in Western Australia.

Further, the ACCC accepts that the profitability and financial stability of insurers can
be volatile and is dependent on factors outside of their control such as weather
events. However, this is an essential feature of being an insurer — “insurers are in the
business of managing risk.”'%?

9.10. Based on the evidence before it, the ACCC considers that RACI is currently a

financially stable and profitable insurance business that is appropriately managing
its capital position, and this is likely to continue to be the case in the short to
medium term in the absence of the Acquisition.

RACI’s financial position over time

9.11. RACI [Confidential — Redacted] has a long history of profitability and financial

stability, and [Confidential — Redacted].’>® [Confidential - Redacted]'>* [Confidential

146

147

148

149

150

151

152

153

154

RAC, Mozammel Ali (Theorem Consulting) Report for HSF Kramer regarding IAG’s proposed acquisition of RAC Insurance, 26
February 2026, p. 25, para. 122. 65005.001.005.1203.

[Confidential - Redacted].

RAC, Mozammel Ali (Theorem Consulting) Report for HSF Kramer regarding IAG’s proposed acquisition of RAC Insurance, 26
February 2026, pp. 25-26, para. 129. 65005.001.005.1203. [Confidential - Redacted].

[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].

ACCC, IAG and RAC Insurance (Supplementary Report of Dr. Jeffrey Carmichael AO), 19 August 2026, p. 6.
65005.001.052.0001.

[Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential -
Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted];
[Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential -
Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].

[Confidential - Redacted].
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- Redacted].’® [Confidential — Redacted].'>® [Confidential — Redacted],'®’
[Confidential — Redacted]."5®

9.12. While RACI’s after-tax profits vary through time, as is typically the case for insurance
companies, RACI has traded profitably [Confidential — Redacted] (according to
APRA publicly listed data and RAC financial statements).’>®

Figure 1: RAC Insurance profit after tax

[Confidential - Redacted]

Source: APRA general insurance institution-level database 2005 to 2023; [Confidential - Redacted]; [Confidential -
Redacted]; [Confidential — Redacted].

Note: APRA data was used for profit values from FY05 to FY23, noting that profit for FY07 was missing in this
data. RAC accounts were used for profit values from FY23 to FY26. Profit for FY26 reflects RACI’s half-year 2026
profit multiplied by 2.

9.13. [Confidential - Redacted].'®® [Confidential — Redacted]."®"

9.14. RACI's after-tax profits for FY2018-FY2026 are set out in Table 1 below:

Table 1: RACI after-tax profits FY2018-FY2026 (Sm)

[Confidential - Redacted]

[Confidential - Redacted].’62
[Confidential - Redacted].163

[Confidential - Redacted]

9.15. [Confidential - Redacted].®* The POl is the probability that the general insurer will
incur losses over a twelve-month period of sufficient magnitude that the insurer
breaches its Prudential Capital Requirement (PCR).'%® [Confidential - Redacted]."5¢

9.16. As at the date of this Statement of Reasons, RAC's annual report for the 2025/26
financial year had not yet been published. [Confidential - Redacted].'” The ACCC
accepts that the financial performance in any one financial year for an insurer is
likely to be the result of the claims environment. However, the ACCC considers that
benign weather events are not the sole driver of these results.

155 [Confidential - Redacted].

56 ACCC, IAG and RAC Insurance (Report of Dr. Jeffrey Carmichael AQ), 21 May 2026, p. 22. 65005.001.037.0001.

57 ACCC, IAG and RAC Insurance (Report of Dr. Jeffrey Carmichael AO), 21 May 2026, p. 3. 65005.001.037.0001.

58 ACCC, IAG and RAC Insurance (Report of Dr. Jeffrey Carmichael AO), 21 May 2026, para. 7.23. 65005.001.037.0001.

159 [Confidential - Redacted]. APRA, Annual general insurance institution-level statistics database March 2005 to June 2023,
23 October 2023.

160 ACCC, IAG and RAC Insurance (Report of Dr. Jeffrey Carmichael AO), 21 May 2026, para. 2.2. 65005.001.037.0001.
61 ACCC, IAG and RAC Insurance (Report of Dr. Jeffrey Carmichael AO), 21 May 2026, para. 2.2. 65005.001.037.0001.

162 [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential -
Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].

163 [Confidential - Redacted].

164 ACCC, IAG and RAC Insurance (Report of Dr. Jeffrey Carmichael AQ), 21 May 2026, p. 4, para. 2.2(c) (executive summary).
65005.001.037.0001.

165 The PCR is the minimum capital requirement APRA requires general insurers to hold. As outlined in APRA, Prudential
Standard GPS 110 - Capital Adequacy, January 2015, the PCR is intended to be sufficient to cover losses from a 1-in-200
year catastrophic event; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential -
Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].

166 ACCC, IAG and RAC Insurance (Report of Dr. Jeffrey Carmichael AO), 21 May 2026, p. 18. 65005.001.037.0001.
167 [Confidential - Redacted].
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9.17.

9.18.
9.19.

9.20.

9.21.
9.22.

RACI's [Confidential - Redacted] past financial results demonstrate that it has been
effectively managing the challenges of being an insurer in Western Australia, and
that its capital constraints have not materially impacted its ability to compete and be
profitable.

[Confidential - Redacted]'%®

[Confidential - Redacted]'®® [Confidential - Redacted],'’® [Confidential -
Redacted]."””

The ACCC considers that while RACI's recent profitability may in part have been
assisted by benign weather conditions over the past 18 months, its profitability
dates back significantly further than 18 months, and includes (the very occasional)
years where Perth experienced severe weather events. For example, the hailstorm
referred to as the Great Perth Hailstorm occurred in FY09/10, and in that year RACI
earned a FY after-tax profit of [Confidential - Redacted] versus budgeted profit of
[Confidential - Redacted].””? Similarly, a Perth Hills bushfire occurred in FY13/14
and in that year RACI earned a FY after-tax profit of [Confidential - Redacted] versus
a budgeted profit of [Confidential - Redacted].’”® In addition, as set out in more
detail from paragraph 9.79 below, the ACCC considers that the benign weather peril
conditions in Perth, relative to the rest of Australia, are likely to continue.

[Confidential - Redacted]'’* [Confidential - Redacted].

While recognising there is inherent volatility associated with underwriting insurance,
the ACCC considers that RACI's strong and long history of success and profitability
shows that it has effectively managed the challenges of supplying insurance in
Western Australia while remaining financially stable over a long period of time from
2008 to 2026.

RAC Group funding

9.23.

9.24.

9.25.

RAC submits that RAC is a mutual organisation with a range of subsidiaries across a
diversified portfolio of business operations, [Confidential - Redacted]."”>

RAC submits that it operates its subsidiaries for the benefit of its members and the
Western Australian community more broadly, [Confidential - Redacted],’”®
[Confidential - Redacted].”””

The ACCC understands that RAC has a number of subsidiaries [Confidential -
Redacted]."’®

168

169

170

171

172

173

174

175

176

177

178

[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
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9.26. Based on the evidence before it, the ACCC considers that it is likely that RAC would

provide further capital to RACI if that was necessary for RACI to remain competitive
and if doing so would benefit members. Given the importance of insurance to RAC's
members (as at September 2024, [Confidential - Redacted] of RAC members have
insurance with RACI),"”° and the [Confidential - Redacted] contribution of RACI to
RAC's overall profits ([Confidential - Redacted] of RAC-branded businesses’ before
tax profit in FY25 was attributed to RACI),'®° it appears that RACI would be well-
positioned to receive funding from RAC so that it could continue to operate
effectively and provide benefits to RAC members.

Technology costs

9.27. RAC submits that [Confidential - Redacted].®’

9.28. RAC submits that RACI operates on [Confidential - Redacted],'®? [Confidential -

Redacted].’®®

9.29. RAC submits that [Confidential - Redacted],'®* [Confidential - Redacted].'®®

[Confidential - Redacted]."8®

9.30. RAC submits that [Confidential - Redacted].'®’

9.31. [Confidential - Redacted].’®

9.32. [Confidential - Redacted], [Confidential - Redacted],'®° [Confidential - Redacted],’*°

[Confidential - Redacted].”"

9.33. The ACCC accepts that [Confidential - Redacted].’®?

9.34. [Confidential - Redacted], the ACCC considers that this has not had a meaningful

impact on RACI’s competitiveness to date, as indicated by RACI's continued position
as the leading supplier of both motor vehicle and home and contents insurance in
Western Australia over a significant period, and its [Confidential - Redacted]
financial performance [Confidential - Redacted)].

9.35. [Confidential - Redacted].

9.36. While the RACI CEO stated that [Confidential - Redacted].'*®

179

180

181

182

183

184

185

186

187

188

189

190

191

192

193

[Confidential - Redacted]; [Confidential - Redacted].

[Confidential - Redacted].

[Confidential - Redacted].

[Confidential - Redacted].

[Confidential - Redacted].

[Confidential - Redacted]; [Confidential - Redacted].

[Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].
[Confidential - Redacted].

[Confidential - Redacted].

[Confidential - Redacted]; [Confidential - Redacted].

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 40. 65005.001.005.0849.
[Confidential - Redacted].

[Confidential - Redacted]; [Confidential - Redacted].

[Confidential - Redacted].

[Confidential - Redacted].
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9.37.
9.38.

9.39.

9.40.
9.41.
9.42.

9.43.
9.44.
9.45.
9.46.

[Confidential - Redacted].”**

The ACCC accepts that RACI is likely to need to expend [Confidential - Redacted] in
order to remain competitive. [Confidential - Redacted]."®®

[Confidential - Redacted]:
¢ [Confidential - Redacted], and
o [Confidential - Redacted)].

[Confidential - Redacted].’*®
[Confidential - Redacted].”®’

[Confidential - Redacted].’*® [Confidential - Redacted],'*° [Confidential -
Redacted].?%°

[Confidential - Redacted].
[Confidential - Redacted].?°" [Confidential - Redacted].?%?
[Confidential - Redacted].?°® [Confidential - Redacted].

[Confidential - Redacted]?** [Confidential - Redacted].?°° [Confidential -
Redacted].?°¢ [Confidential - Redacted].

Reinsurance costs

9.47.

9.48.
9.49.

RAC submits that it is [Confidential - Redacted],?’ [Confidential - Redacted].?’®
[Confidential - Redacted].?®®

In particular, RACI submits that, [Confidential - Redacted].?'°

The ACCC considers that RACI is likely to be able to manage its reinsurance such
that it will be able to continue to compete effectively in the future in the absence of
the Acquisition.

194 [Confidential - Redacted].

195 [Confidential - Redacted].

19 [Confidential - Redacted]; [Confidential - Redacted].

197 [Confidential - Redacted].

198 [Confidential - Redacted].

199 [Confidential - Redacted].

200 [Confidential - Redacted].

201 [confidential - Redacted]; [Confidential - Redacted].

202 [Confidential - Redacted].

203 [Confidential - Redacted]; [Confidential - Redacted)].

204 [Confidential - Redacted]; See [Confidential - Redacted].
205 [Confidential - Redacted].

206 [Confidential - Redacted]; [Confidential - Redacted].

207 [Confidential - Redacted].

208 [Confidential - Redacted].

209 [Confidential - Redacted].

210 [Cconfidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].
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9.50. At a high level, the ACCC notes that [Confidential - Redacted]?'" and [Confidential -

Redacted].?'?

9.51. The ACCC's view on RACI’s reinsurance position has also been informed by Dr

Carmichael’s expert reports.

9.52. The section below sets out the ACCC’s assessment of each of the three aspects

that RAC has raised on this issue — the cost of catastrophic reinsurance, increased
reinsurance deductibles and the potential inability of RACI's reinsurance to meet
catastrophic losses.

Cost of catastrophic reinsurance

9.53. [Confidential - Redacted].?’® [Confidential - Redacted].?'* [Confidential -

Redacted].?'®

9.54. Evidence before the ACCC suggests that [Confidential - Redacted].?'® [Confidential -

Redacted].

9.55. RAC submits, and the ACCC recognises, that reinsurance markets are volatile and

dependent on both global and local events.?’” However, the Parties submit that
recent increases in reinsurance costs have largely stabilised.?'® [Confidential -
Redacted] similarly said that there has been a softening of the reinsurance market
such that there is an increased willingness for reinsurers to supply reinsurance at a
lower price than previously (with the peak cost year being 2023) and the reinsurance
market dynamic is likely to continue to be similar to current conditions for the next
three to five years.?'® [Confidential - Redacted] also said there has been no lack of
appetite for its program among reinsurers and there is a still a lot of capital
available.??°

9.56. [Confidential - Redacted].??" [Confidential - Redacted].??? [Confidential - Redacted].

9.57. [Confidential - Redacted], there is evidence before the ACCC suggesting that the

current soft market conditions in reinsurance are likely to continue for the next three
to five years.??3
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214

215

216

217

218

219

220

221

222

223

[Confidential - Redacted].
[Confidential - Redacted].

RAC, Mozammel Ali (Theorem Consulting) Report for HSF Kramer regarding IAG’s proposed acquisition of RAC Insurance, 26
February 2026, paras. 30(a), 144, 148. 65005.001.005.1203; [Confidential - Redacted].

RAC, Mozammel Ali (Theorem Consulting) Report for HSF Kramer regarding IAG’s proposed acquisition of RAC Insurance, 26
February 2026, paras. 146-147. 65005.001.005.1203; [Confidential - Redacted)].

RAC, Mozammel Ali (Theorem Consulting) Report for HSF Kramer regarding IAG’s proposed acquisition of RAC Insurance, 26
February 2026, paras. 146-147. 65005.001.005.1203; [Confidential - Redacted)].

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 39, para. 123.
65005.001.005.0849.

[Confidential - Redacted]; [Confidential - Redacted].

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 39, para. 123.
65005.001.005.0849.

[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted]; [Confidential - Redacted].
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9.58. In addition, these rising reinsurance costs (which have now stabilised) impacted the
whole insurance market, not just RACI [Confidential - Redacted]. [Confidential -
Redacted]??* [Confidential - Redacted]??° [Confidential - Redacted].?2° As set out
below, the ACCC considers that despite increasing climate-related weather events,
the Perth metropolitan area is likely to continue to experience relatively benign
weather peril conditions compared to the rest of Australia.

9.59. The ACCC considers that while rising reinsurance costs over the past few years
[Confidential - Redacted], that has not impacted RACI’s ability to compete
effectively and be profitable over that period (including 2023 when the reinsurance
market was at its highest), demonstrating that RACI can manage its reinsurance
costs. [Confidential - Redacted].??’ Therefore, if the reinsurance market was not
going to remain soft over the next three to five years, then RACI would likely be in a
position to manage that situation.

Increased reinsurance deductibles

9.60. Inthe context of reinsurance, the deductible is the total amount that an insurer will
be liable for in respect of a claim or series of claims before the reinsurance
coverage commences.??8

9.61. [Confidential - Redacted].?”° [Confidential - Redacted].?*° [Confidential -
Redacted].?*"

9.62. [Confidential - Redacted].?*?
9.63. [Confidential - Redacted].?*?
9.64. [Confidential - Redacted].?** [Confidential - Redacted].?*°

9.65. However, [Confidential - Redacted]?*¢ [Confidential - Redacted].?*” [Confidential -
Redacted].?%¢ [Confidential - Redacted].?*°

9.66. [Confidential - Redacted].

9.67. [Confidential - Redacted], has not impacted RACI’s ability to compete effectively and
be profitable over that period (including 2023 when the reinsurance market was at

224 The share of premiums paid to reinsurers.

225 [Confidential - Redacted].

226 [Confidential - Redacted].

227 ACCC, IAG and RAC Insurance (Report of Dr. Jeffrey Carmichael AO), 21 May 2026, para. 8.33. 65005.001.037.0001.
228 [Confidential - Redacted].

229 RAC, Mozammel Ali (Theorem Consulting) Report for HSF Kramer regarding IAG’s proposed acquisition of RAC Insurance, 26
February 2026, paras. 30(a), 116(b), 148. 65005.001.005.1203; [Confidential - Redacted]; [Confidential - Redacted].

230 [Cconfidential - Redacted].
231 [Confidential - Redacted].

232 [confidential - Redacted]; APRA, Annual general insurance institution-level statistics database March 2005 to June 2023,
23 October 2023; [Confidential - Redacted]; [Confidential - Redacted].

233 [Confidential - Redacted].
234 [Confidential - Redacted].
235 [Confidential - Redacted].
236 [Confidential - Redacted].
237 [Confidential - Redacted].
238 [Confidential - Redacted]; [Confidential - Redacted)].
239 [Confidential - Redacted].
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its highest). The ACCC considers that even if the reinsurance deductible were to
increase, then RACI would be in a position to manage that increase, at least in the
short to medium term.

Potential inability of reinsurance to meet catastrophic losses

9.68.
9.69.
9.70.

9.71.
9.72.

9.73.

9.74.

9.75.
9.76.

9.77.

[Confidential - Redacted]. 2*° [Confidential - Redacted].2*’
[Confidential - Redacted].?*?

RAC submits [Confidential - Redacted].?*? [Confidential - Redacted].?** [Confidential
- Redacted].”?*°

RAC submits that [Confidential - Redacted].2®

However, based on the evidence before it, including the expert report from Dr
Carmichael, the ACCC considers that RACI is managing its insurance risk
appropriately [Confidential - Redacted] and is well placed to manage losses in the
event of a catastrophic event.

APRA'’s role as the national prudential regulator is to maintain the safety and
soundness of financial institutions, so that the community can have confidence that
they will meet their financial commitments under all reasonable circumstances.?*’

APRA requires Australian insurers to have reinsurance coverage for a 1-in-200 year
event (a requirement that takes an insurer’s customer base and concentration into
account).?®® As noted above, [Confidential - Redacted].?*

[Confidential - Redacted].?°°

In the Carmichael Report, Dr Carmichael describes [Confidential - Redacted]?®' Dr
Carmichael also notes that [Confidential - Redacted].?°? [Confidential -
Redacted]."?%

In the Supplementary Carmichael Report, Dr Carmichael goes further to conclude
that insurers should not cover for losses like that from a 1-in-1,000 year event, such

240 RAC, Mozammel Ali (Theorem Consulting) Report for HSF Kramer regarding IAG’s proposed acquisition of RAC Insurance, 26
February 2026, paras. 29-71, 235-256, 291-295. 65005.001.005.1203; [Confidential - Redacted].

241 [Cconfidential - Redacted].
242 [Confidential - Redacted]; [Confidential - Redacted].
243 [Cconfidential - Redacted].

244 [Confidential - Redacted]. RAC, Mozammel Ali (Theorem Consulting) Report for HSF Kramer regarding IAG’s proposed
acquisition of RAC Insurance, 26 February 2026, pp. 56-63, para. 8.2. 65005.001.005.1203.

245 [Confidential - Redacted]
246 [Confidential - Redacted]; [Confidential - Redacted]. [Confidential - Redacted].
247 APRA, About APRA, 2026.

248 RAC, Mozammel Ali (Theorem Consulting) Report for HSF Kramer regarding IAG’s proposed acquisition of RAC Insurance, 26
February 2026, p. 7, para. 38(b). 65005.001.005.1203.

249 [Confidential - Redacted].

250 ACCC, IAG and RAC Insurance (Report of Dr. Jeffrey Carmichael AO), 21 May 2026, para. 2.2. 65005.001.037.0001.

251

252

253

ACCC, IAG and RAC Insurance (Report of Dr. Jeffrey Carmichael AO), 21 May 2026, para. 8.29. 65005.001.037.0001.
ACCC, IAG and RAC Insurance (Report of Dr. Jeffrey Carmichael AO), 21 May 2026, para. 8.30. 65005.001.037.0001.
[Confidential - Redacted].
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as the Christchurch earthquake, on the basis that they have a low probability of
occurring:2%*

..While every insurer can conjure up a scenario that results in ruin (as indeed they
are expected to by APRA as part of their ICAAP process), the relevant question is whether
such a scenario has an unacceptably high probability of occurring after risk mitigation
strategies, including reinsurance, have been taken into consideration. That is the basis on
which APRA requires insurers to execute their reinsurance programs, and it is the basis on
which RACI executes its reinsurance strategy. While 1-in-1000 year case studies such as the
Christchurch earthquakes are interesting, they are not the relevant benchmark for managing
insurance risk.

9.78. The ACCC recognises that [Confidential - Redacted].?*° [Confidential - Redacted].?%¢
[Confidential - Redacted].

Climate-related weather events

9.79. The ACCC recognises that insurance is a volatile industry and that climate related
weather events are generally increasing across Australia, and that these risks likely
are increasing in Western Australia and Perth (where the vast majority of RACI’s
customer base is located) ([Confidential - Redacted]).?%’

9.80. Based on the evidence before it, the ACCC considers that climate related weather
risks have been considerably lower in Perth than in the rest of Australia, and that the
increase in Perth is unlikely to be materially different to the increases in the rest of
Australia.

9.81. Historical data shows that there is a meaningful difference between the
catastrophic and significant events in Perth compared with the rest of Australia. In
particular, between 1967 and July 2026, the ICA historical dataset records 25
declared Catastrophes or Significant Events affecting Western Australia, compared
with 92 affecting NSW and 71 affecting Queensland.?%® Of the 25 Western Australia
events, 12 occurred north of the 26th parallel (and a substantial number of the 12
were cyclones) and 13 south of it. As RACI does not insure properties north of the
26th parallel, almost half of the declared Catastrophes and Significant Events
affecting Western Australia over the period occurred outside RAC's geographic
underwriting footprint.

9.82.  While there is recognition that risks are increasing globally from climate change,
insurers do not anticipate materially increased weather-related risks (and the
associated costs) in Western Australia/Perth compared to the rest of Australia in
the foreseeable future. In particular:

¢ [Confidential - Redacted] the Western Australian insurance market has not been
impacted by weather events to the same extent that east coast markets have,

254 ACCC, IAG and RAC Insurance (Supplementary Report of Dr. Jeffrey Carmichael AO), 19 August 2026, p. 6.
65005.001.052.0001.

255 [Confidential - Redacted]: [Confidential - Redacted].
2%  [Confidential - Redacted].
257 [Confidential - Redacted]; [Confidential - Redacted)].

258 Insurance Council of Australia, Historical Normalised Catastrophe List, July 2026. Analysis includes events recorded in the
ICA historical dataset as Catastrophes (CAT) or Significant Events (SE) from 1967 to July 2026. COVID-19 and events not
classified as a CAT or SE have been excluded. Where an event affected more than one state or territory, it has been
counted in the main affected jurisdiction.
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but [Confidential - Redacted] that severe weather events are ‘moving further
down the coast’ in WA.2** This view around the impact of weather events is
supported by [Confidential - Redacted].?° [Confidential - Redacted].?®"
[Confidential - Redacted].262

The parties submit that natural perils in Western Australia have not resulted in
high claims volumes compared to, for example, Queensland, in recent years.
However, IAG submits that extreme weather events are likely to increase in
frequency and severity in Western Australia in future.?3

[Confidential - Redacted] outlined that the main climate-related risks in Western
Australia are cyclones (north of the 26th parallel) and the standard natural risks
like storms and bushfires (south of the 26th parallel). [Confidential - Redacted]
stated that Perth has less exposure to natural catastrophes than the east
coast.”?®* [Confidential - Redacted] noted that the pricing in Western Australia
reflects the fact that the risks of natural catastrophe are generally lower in WA
than it is elsewhere in Australia, with the exception of earthquake risk.2%°

[Confidential - Redacted] stated that, while the perils are the same with
bushfires, flood and cyclones being the main perils, the peril exposures on the
west coast were different to the east coast.?6®

[Confidential - Redacted] stated that there was cyclone risk in Western Australia
but that is presently addressed by the government scheme.?®” [Confidential -
Redacted] stated that Western Australia has been relatively benign recently with
not a lot of material weather events. [Confidential - Redacted] stated that there
is nothing from a market perspective or a climate or risk perspective of concern
to [Confidential - Redacted] in the foreseeable future.?®

[Confidential - Redacted] stated that there was increased bush fire risk in
Western Australia and in Perth as a result of climate change. However,
[Confidential - Redacted] did not identify whether this increase differed to the
increase in bush fire risk across the rest of Australia.?%°

Concentration risk

9.83.

RAC submits that RACI faces [Confidential - Redacted] concentration risk by reason
of its limited geographic scope and the [Confidential - Redacted] personal lines
insurance product range it makes available in Western Australia.?’® It submits that
[Confidential - Redacted].?”

25 [confidential - Redacted]; [Confidential - Redacted].
260 [Confidential - Redacted]; [Confidential - Redacted].
261 [Confidential - Redacted].
262 [Confidential - Redacted].

263 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 41, para. 126.
65005.001.005.0849.

264 [Confidential - Redacted].
265 [Confidential - Redacted].
266 [Confidential - Redacted].
267 [Confidential - Redacted].
268 [Confidential - Redacted].
269 [Confidential - Redacted].

270 [Confidential - Redacted]; [Confidential - Redacted]; RAC, Mozammel Ali (Theorem Consulting) Report for HSF Kramer
regarding IAG’s proposed acquisition of RAC Insurance, 26 February 2026, pp. 22-24, paras. 113-119. 65005.001.005.1203;
[Confidential - Redacted].

271 [Confidential - Redacted].
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9.84. RAC submits that [Confidential - Redacted].?”>

9.85. RAC submits that [Confidential - Redacted].?’?

9.86. It also submits that the perils in the Perth metropolitan area [Confidential -

Redacted], and include storm, bushfire, flood, and most significantly, earthquake.?’*
[Confidential - Redacted].?’° [Confidential - Redacted].?’®

9.87. The ACCC recognises that RACI has a concentrated insurance portfolio compared to

national insurers, and that RACI’s level of geographic concentration is unique
compared to most insurers who have a spread of customers across different
geographic regions.?”’

9.88. However, based on the material before it, including Dr Carmichael’s expert reports,

the ACCC's view is that RACI is well-placed to manage its concentration risk in the
short to medium term.

9.89. As set out above, the ACCC considers [Confidential - Redacted]. RACI's reinsurance,

and the ACCC'’s assessments of the adequacy of its reinsurance, takes into account
RACI’s concentration risk.

9.90. [Confidential - Redacted].?’8

9.91. In addition, the ACCC considers that the Perth metropolitan area is unlikely to face

significant natural perils and considers that RACI does not face significant risk from
these perils due to its concentration.

9.92. As set out above, the ACCC understands that Western Australia, and Perth in

particular, have not been as impacted by extreme weather events or other natural
perils as other parts of Australia in the past, and that this is likely to continue to be
the case, indicating that RACI is unlikely to face significant risk from these perils due
to its concentration.

Claims costs

9.93. RAC submits that claims are becoming more expensive and complex to resolve,?”

[Confidential - Redacted].?5°

9.94. RAC submits that insurance claims are becoming more expensive and complex for a

range of reasons, including the increasing frequency and severity of natural
disasters and extreme weather events, and for motor vehicle insurance, increased
technology in cars and the availability of parts.?®’ Cost inflation is also impacting the

272

273

274

275

276

277

278

279

280

281

[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted]; [Confidential - Redacted].

[Confidential - Redacted]; RAC, Mozammel Ali (Theorem Consulting) Report for HSF Kramer regarding IAG’s proposed
acquisition of RAC Insurance, 26 February 2026, p. 10, para. 60. 65005.001.005.1203; [Confidential - Redacted)].

[Confidential - Redacted].
ACCC, IAG and RAC Insurance (Report of Dr. Jeffrey Carmichael AO), 21 May 2026, p. 4. 65005.001.037.0001.

[Confidential - Redacted]; RAC, Mozammel Ali (Theorem Consulting) Report for HSF Kramer regarding IAG’s proposed
acquisition of RAC Insurance, 26 February 2026, p. 28, para. 146. 65005.001.005.1203.

[Confidential - Redacted].
[Confidential - Redacted].
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9.95.

9.96.

9.97.

9.98.

9.99.

supply chain for both home and motor vehicle repairs, which RACI submits
[Confidential - Redacted].?52

RAC submits that cost inflation can be exacerbated in periods of demand surge for
repairs, for example following a large-scale insurance event. It submits that
state-based insurers such as RACI are unable to diversify exposure to these events.
As a consequence, [Confidential - Redacted].?%*

The ACCC considers that claims costs are increasing but that increased claims
costs are unlikely to have a material impact on RACI's competitiveness in the future
for two reasons.

First, increased claims costs impact all insurers, and RACI having to [Confidential -
Redacted] to manage increased costs is unlikely to materially impact its
competitiveness as other insurers also have to manage these increased costs.
[Confidential - Redacted].?®* The ACCC considers this is likely to be the case in the
foreseeable future.

[Confidential - Redacted].?®> However, the ACCC considers that this is offset by
RACI's smaller size, meaning it would be subject to fewer claims than its larger
competitors, especially considering the relatively lower natural peril risk in the Perth
metropolitan area.

Secondly, claims inflation has slowed recently from its peak for the industry in
general [Confidential - Redacted].?% In particular, in Western Australia,
comprehensive towing industry reforms, which cap fees for crash towing and
storage of light vehicles, [Confidential - Redacted].?®”

Regulatory costs

9.100.

9.101.
9.102.

RAC submits that insurers have been subject to increased regulation in recent years,
and that the impact of increased regulatory oversight on small to medium size
insurers, such as RACI, is becoming [Confidential - Redacted].?%®

RAC submits that [Confidential - Redacted],??° [Confidential - Redacted].?*°

It submits that the Financial Accountability Regime (FAR) introduces individual
accountability obligations for RACI executives, [Confidential - Redacted],*"
[Confidential - Redacted].?°?

282 [Confidential - Redacted].
283 [Confidential - Redacted]; [Confidential - Redacted].
284 [Confidential - Redacted].
285 [Confidential - Redacted].
286 [Confidential - Redacted]; [Confidential - Redacted)].
287 [Confidential - Redacted].
288 [Confidential - Redacted]; [Confidential - Redacted)].
289 [Confidential - Redacted].
20 [Confidential - Redacted]; [Confidential - Redacted)].
291 [Confidential - Redacted]; [Confidential - Redacted].
292 [Confidential - Redacted].
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9.103.

9.104.

9.105.

9.106.

9.107.

RAC also submits that it is required to comply with AASB17, which is an insurance
specific standard, but requires the diversified RAC to produce insurance-focused
profit and loss statements,?*® [Confidential - Redacted].?**

The ACCC accepts that there has been increasing regulation of insurance
companies, and recognises that larger insurers may have a greater ability than RACI
to spread and absorb these costs. However, the ACCC considers that increased
regulatory costs have not had, and are unlikely to have, a material impact on RACI's
competitiveness for the following reasons, with the RAC [Confidential - Redacted]
noting that RACI is [Confidential - Redacted].?*®

Increased regulatory requirements apply to all insurers and as such, do not
represent a challenge or cost that is unique to RACI (although the ACCC
understands the impact of the burden of increased costs can vary between
insurers).

In relation to the FAR, [Confidential - Redacted],2°° [Confidential - Redacted]. The
ACCC considers it unlikely that compliance with this regulation will materially impact
RACI's competitiveness. Further, while the FAR increases accountability obligations
on RACI executives, the regime is designed to improve the risk and governance
cultures of Australia’s financial institutions,?®” which should have a benefit for RACI.

[Confidential - Redacted],?°® [Confidential - Redacted].?*® The ACCC considers it
unlikely that compliance with this regime materially impacts RACI's
competitiveness.

[Confidential - Redacted]

9.108.

9.100.
9.110.
9.111.
9.112.

[Confidential - Redacted],3°° [Confidential - Redacted],*°' [Confidential -
Redacted].3%2

[Confidential - Redacted].?% [Confidential - Redacted]*%
[Confidential - Redacted]*°°
[Confidential - Redacted].3%¢

[Confidential - Redacted].

293 [Confidential - Redacted].

294 [Confidential - Redacted].

295 [Confidential - Redacted].

2% [Confidential - Redacted].

297 APRA, Financial Accountability Regime, 2026.

298 [Confidential - Redacted]; [Confidential - Redacted].
29 [Confidential - Redacted].

300 [Confidential - Redacted]; [Confidential - Redacted].
301 [Confidential - Redacted].

302 [Confidential - Redacted].

303 [Confidential - Redacted].

304 [Confidential - Redacted].

305 [Confidential - Redacted]; [Confidential - Redacted)].
306 [Confidential - Redacted].
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Conclusion on RACI's future position

9.113. Based on the material before it, the ACCC considers that the evidence provided by
the Parties including the reports from Mozammel Ali does not establish that RACI
[Confidential - Redacted]. Instead, the evidence provided by the Parties and the two
expert reports of Dr Jeffrey Carmichael show that RACI is likely to continue
[Confidential - Redacted].

9.114. In the Supplementary Carmichael Report, Dr Carmichael provides his opinion that
RACI [Confidential - Redacted].3?” Dr Carmichael states that it is possible to ‘conjure
up’ a scenario that results in ruin to an insurance business, but what is relevant is a
consideration of what is likely.3%® Dr Carmichael concludes that:*%°

..It is important to recognise that RACI has been in business for over a quarter of a
century (closer to 80 years if its predecessor entity RAC Insurance is included), it survived the
2010 Perth Hailstorm, it is in good standing with its regulator APRA, it has been operating
profitably for many years and has grown to serve its members.

While RACI may lack some of the advantages of larger national or international general
insurers, it appears to have a [Confidential - Redacted] place in the WA insurance industry.

9.115. The ACCC considers that a major natural catastrophe in Perth, such as a 1-in-1,000
year earthquake, is not a likely scenario for the purposes of considering the
counterfactual. [Confidential - Redacted]. [Confidential - Redacted].3"°

9.116. In addition, as set out above, the ACCC also considers that RACI is adequately
managing other industry challenges, and is well placed to manage these in the
future without the Acquisition.

9.117. On this basis, for the purposes of the counterfactual, in the short to medium term,
RACI is likely to continue to compete vigorously in the supply of motor vehicle
insurance and home and contents insurance in Western Australia.

[Confidential - Redacted]

9.118. As set out above, RAC submits that it [Confidential - Redacted].®"" [Confidential -
Redacted].?'? [Confidential - Redacted],®'® [Confidential - Redacted].?™

9.119. RAC submits [Confidential - Redacted].?'®

307 ACCC, IAG and RAC Insurance (Supplementary Report of Dr. Jeffrey Carmichael AO), 19 August 2026, p. 6.
65005.001.052.0001.

308 ACCC, IAG and RAC Insurance (Supplementary Report of Dr. Jeffrey Carmichael AO), 19 August 2026, p. 6.
65005.001.052.0001.

309 ACCC, IAG and RAC Insurance (Supplementary Report of Dr. Jeffrey Carmichael AO), 19 August 2026, p. 6.
65005.001.052.0001.

310 ACCC, IAG and RAC Insurance (Supplementary Report of Dr. Jeffrey Carmichael AO), 19 August 2026, p. 6.
65005.001.052.0001.

311 [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].
312 [Confidential - Redacted].
313 [Confidential - Redacted].
314 [Confidential - Redacted].
315 [Confidential - Redacted].
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9.120.
9.121.

9.122.
9.123.

10.

10.1.

10.2.

10.3.

However, [Confidential - Redacted].?’® [Confidential - Redacted].?"”

The RAC [Confidential - Redacted] noted that [Confidential - Redacted]:
o [Confidential - Redacted)].

¢ [Confidential - Redacted].

¢ [Confidential - Redacted)].

o [Confidential - Redacted].

o [Confidential - Redacted)].

¢ [Confidential - Redacted].?"®

The RAC [Confidential - Redacted] considers that, [Confidential - Redacted].3™®

The ACCC considers that, in the short to medium term, RACI is likely to continue to
compete vigorously in the supply of motor vehicle insurance and home and contents
insurance in Western Australia. [Confidential - Redacted].3?° [Confidential -
Redacted].3?’

Competition assessment in the supply of motor
vehicle insurance in Western Australia —
horizontal effects

The ACCC has considered the effects of the Acquisition by comparing the likely
future state of competition if the Acquisition proceeds against the likely future state
of competition if the Acquisition does not proceed.

This section sets out the ACCC’s consideration of the competition effects in motor
vehicle insurance. It considers the concentration levels, IAG’s position in the market
now and in the future, RACI’s position now and in the future, the market position and
strength of other suppliers of motor vehicle insurance now and in the future,
empirical analysis and barriers to entry/expansion.

On the evidence before it, the ACCC concludes that there would be a substantial
increase in market concentration, that IAG and RACI are likely to continue to be
effective competitors and have a strong ability and incentive to compete if the
Acquisition does not proceed, and that there are high barriers to entry/expansion to
the supply of motor vehicle insurance in Western Australia. The ACCC is satisfied
that the Acquisition, if put into effect, would, in all the circumstances, have the effect
or be likely to have the effect, of substantially lessening competition in the market
for the supply of motor vehicle insurance in Western Australia.

316 [Confidential - Redacted].
317 [Confidential - Redacted].
318 [Confidential - Redacted]; [Confidential - Redacted)].
319 [Confidential - Redacted].
320 [Confidential - Redacted].
321 [Confidential - Redacted].
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Market shares and concentration
10.4.

10.5.

Market structure, including the number of competitors and the degree of

concentration, is a key determinant of the strength of competition in a market.322
The acquisition of a competitor in a concentrated market can raise serious
competition concerns,*? particularly where the acquisition removes an effective

competitor.

The Acquisition would result in a significant increase in IAG’s market share in the

motor vehicle insurance market in Western Australia, with IAG’s share of volumes
increasing from [Confidential - Redacted] to [Confidential - Redacted] (for the 6
months ending December 2025)%?* and its [Confidential - Redacted] (see Table 2

below).325

Table 2: Share of supply in motor vehicle insurance in Western Australia

RFI Global Data (3 RFI Global Data (6 [Confidential -
Insurer months to months to Redacted]®?®
December 2025)°2 | December 2025)3%’
IAG [Confidential - [Confidential - [Confidential -
Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
RACI Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
Merged entity Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
Redacted] Redacted] Redacted]

322

323

324

325

326

327

328

See, for example, Re Queensland Co-Op Milling Association Limited and Defiance Holdings Limited (1976) 8 ALR 481

(QCMA), 512.

ACCC, Merger assessment guidelines, 20 June 2025, pp. 4, 13.

RFI Global monthly survey result table (weighted); [Confidential - Redacted].
RFI Global monthly survey result table (weighted); [Confidential - Redacted].
The figures are market shares using RFIs monthly data shown in the source, pooled for 3 months to December 2025.

[Confidential - Redacted].

RFI Global monthly survey result table (weighted). [Confidential - Redacted].

[Confidential - Redacted].
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10.6.

10.7.

10.8.

10.9.

As shown in Table 2 above, the ACCC has considered APRA market share data
during its assessment. The APRA shares were provided to the ACCC as ‘protected
information’ under the APRA Act 1988 (Cth), and the ACCC is unable to disclose that
data to the Parties and is unable to publish that data in this Statement of Reasons.

The APRA shares are more reliable than the survey-based data presented by IAG. As
the Parties have access to their own APRA market shares, the Parties will be aware
of the differences between the APRA data and the RFI Global data.

As shown in Table 2, RACI is the largest supplier of motor vehicle insurance in
Western Australia and has a significantly larger market share compared to any other
insurer. IAG is the third largest supplier of motor insurance.??°

Other suppliers in Western Australia include established insurer, Suncorp, which has
a market share of around [Confidential - Redacted]. The majority of Suncorp’s share
is through supply under its AAMI brand (AAMI [Confidential - Redacted] and
Shannons®®* [Confidential - Redacted]). Allianz, another established insurer, has a
market share of around [Confidential - Redacted], while QBE has around
[Confidential - Redacted]. The three main challenger brands — Auto & General, Youi
and Hollard - together have approximately [Confidential - Redacted)].

Figure 2: Market share of supply of motor vehicle insurance in Western Australia — 6-
month combined rolling sample June 2017 to December 2025 (RFI Global)

[Confidential - Redacted]

10.10.

10.11.

10.12.

10.13.

The ACCC has calculated the HHI as a measure of market concentration. The ACCC
considers that markets with an HHI greater than 2,000 are highly concentrated, and
a change in HHI of more than 100 points is a significant increase in
concentration.®*' Based on the RFI Global data, the ACCC estimates that the
post-acquisition HHI would be [Confidential - Redacted] and a delta of [Confidential
- Redacted].33?

The Parties submit that concentration measures are not indicative of actual
competition as “concentration levels in Western Australia are inflated by the market
share of RACI in circumstances where RACI’'s market share gains have been driven
by behaviour that cannot and will not be sustained in the future” 333

The Parties submit that, in circumstances where RACI has gained a high market
share by reducing prices, “high levels of market concentration are not necessarily
reflective of a non-competitive market”.3%*

In the First Ockerby Report, Mr. Ockerby outlines that “point-in-time measures of
concentration should be interpreted with caution, and assessed in conjunction with

329 Based on market share calculated using 6 months of RFI Global monthly survey data ([Confidential - Redacted]). See
Table 2.

330 [Confidential - Redacted]; [Confidential - Redacted)].
331 ACCC, Merger assessment guidelines, 20 June 2025, para. 1.24.
332 [Confidential - Redacted].

333 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 81, para. 235.
65005.001.005.0849.

334 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 81, para. 234.
65005.001.005.0849.
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evidence on substitution, entry, and competitive behaviour when evaluating
competitive effects.”3%5

10.14. The ACCC's view is that the market shares and concentration measures before and

after a merger are important determinants of the effect of an acquisition on
competition. Further, as set out above, the ACCC’s assessment is that RACI will
continue to be a strong and effective competitor in the absence of the Acquisition
and therefore its future approach to pricing is unlikely to differ materially from its
recent approach to pricing. [Confidential - Redacted].33¢

Competition from IAG

10.15. IAG submits that it has a limited presence in Western Australia®®’ and the strength

of the NRMA brand in Western Australia is overstated in the NOCC.338

10.16. Evidence provided by IAG in support of its submission includes IAG’s declining

market share (between June 2021 and April 2025, the number of active IAG policies
in motor vehicle insurance [Confidential - Redacted] from [Confidential - Redacted]
to [Confidential - Redacted] and the [Confidential - Redacted] compared to other
states (survey data on brand awareness from September 2025 showed that NRMA
ranked [Confidential - Redacted] behind other insurers, with RACI being number
[Confidential - Redacted]).3*° IAG submits that the Acquisition combines RACI with a
comparatively modest IAG position [Confidential - Redacted].3*°

10.17. The ACCC's assessment, based on the evidence before it, is that IAG is an effective

competitor in Western Australia. The ACCC also considers that IAG is likely to be a
stronger competitor than it is presently in the absence of the Acquisition.

10.18. IAG has a strong presence in Western Australia, where it is the [Confidential -

Redacted] motor vehicle insurer (see Table 2 above). More broadly, it is one of the
two largest personal lines general insurers in Australia.®*’

10.19. IAG's [Confidential - Redacted] pricing is reasonably competitive compared to RACI

and most insurers in Western Australia.®*? [Confidential - Redacted].3*3

10.20. While the ACCC accepts that the number of active IAG policies in motor vehicle

insurance has been [Confidential - Redacted] and that NRMA brand recognition in
Western Australia [Confidential - Redacted] based on the survey data, the ACCC has
considered other data provided by IAG that shows that IAG’s share across all of its
brands [Confidential - Redacted] at approximately [Confidential - Redacted] from
2022 to 2026 (see Figure 2 above). [Confidential - Redacted] also shows that NRMA

335

336

337

338

339

340

341

342

343

IAG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, [79].
65005.001.005.1024.

[Confidential - Redacted].

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 80, para. 232.
65005.001.005.0849; [Confidential - Redacted].

[Confidential - Redacted].

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 80-81, paras. 232-233.
65005.001.005.0849; [Confidential - Redacted].

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 80-81, paras. 232-233.
65005.001.005.0849; [Confidential - Redacted].

CHOICE, Allianz, NRMA, QBE, AAMI, GIO and Suncorp insurance compared, 13 December 2024; [Confidential - Redacted].
[Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].
[Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted)].
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10.21.

10.22.

10.23.

had a higher share of voice in Western Australia relative to its market share in 2025,
which suggests it is looking to grow its customer awareness and customer share. 344

The ACCC understands that recently, in Western Australia, IAG has been focused on
[Confidential - Redacted].3*° IAG’s internal documents suggest that, [Confidential -
Redacted]**¢ [Confidential - Redacted].3*’ [Confidential - Redacted],3*® [Confidential
- Redacted].?*° The ACCC considers that the issues of [Confidential - Redacted] and
[Confidential - Redacted] may be due to IAG [Confidential - Redacted], the relatively
short time that NRMA has been in the Western Australian market, [Confidential -
Redacted].3%°

The ACCC considers that IAG is likely to compete even more effectively in the future
absent the Acquisition by continuing to use its competitive advantages and by
increasing its marketing, media spend and brand awareness in Western Australia.3%!

The sections below address the evidence before the ACCC which indicates that:
¢ NRMA is a trusted brand, including in Western Australia

e |IAG’s digital capabilities®>? provide it with a competitive advantage that enables
it to compete strongly in Western Australia

e |AG has access to, and expertise in, reinsurance.

NRMA brand

10.24.

10.25.

The ACCC considers that although the NRMA brand is relatively new in Western
Australia (having been introduced by IAG in 2021),2% the NRMA brand is a strong
brand nationally [Confidential - Redacted].>* This is supported by IAG internal
[Confidential - Redacted] documents, which provide that:

¢ [Confidential - Redacted].3°° [Confidential - Redacted]*>° [Confidential -
Redacted].?%’

¢ [Confidential - Redacted].3%®

The fact that NRMA is a strong brand and is growing in strength is also supported by
evidence from RACI including:

¢ [Confidential - Redacted]®**° [Confidential - Redacted].3%°
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[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 66-67. 65005.001.005.0849.

[Confidential - Redacted]. IAG, IAG Appendix 4E Annual Report FY26, 13 August 2026, p. 17.
IAG, NRMA Insurance expands into Western Australia, 1 November 2021.

[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
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[Confidential - Redacted].?®" [Confidential - Redacted].3¢>
[Confidential - Redacted].3%3

10.26. Evidence from other insurers also shows that the NRMA brand is strong in Western
Australia. For example:

[Confidential - Redacted] gave evidence that NRMA'’s strengths in Western
Australia are that perceptions of service are high and it has strong service
delivery. NRMA has strong “brand health metrics” including familiarity,
awareness, consideration and preference. NRMA also has a trust element due to
its history.364

[Confidential - Redacted].3%° [Confidential - Redacted].3%®

CHOICE's 2025 customer satisfaction survey, which shows solid performance by
the NRMA brand, evidencing its strength nationally. In the survey, 72% of NRMA
customers rated their experience with NRMA as above average or excellent.3¢’
The survey also highlighted that 78% of NRMA customers rated their claims
experience with NRMA as above average or excellent.3¢®

IAG’s technology offering

10.27. The ACCC considers that IAG has a strong technology offering which assists with its
competitive position. This view is supported by evidence from both IAG and RAC:

[Confidential - Redacted] IAG has strong digital capabilities, with recently
upgraded back-end IT infrastructure that has increased operational stability and
efficiency and which enables IAG to price risk quickly and appropriately.3°
[Confidential - Redacted] “from 2018, IAG has invested over $1 billion in its own
technology uplift, and that investment in technology is continuing”.3’° This has
led to the modernisation of “almost every part of the underlying retail platform”
and has enabled IAG to achieve greater simplicity and stability in those backend
systems.®”!

[Confidential - Redacted]*”? [Confidential - Redacted].3”3

IAG’s relationships with reinsurers

10.28. |AG has strong relationships with reinsurers and has long-dated significant
reinsurance arrangements that provide it with “access to long term stable capital,”

361 [Confidential - Redacted].

362 [Confidential - Redacted].

363 [Confidential - Redacted]; [Confidential - Redacted].

364 [Confidential - Redacted].

365  [Confidential - Redacted]; [Confidential - Redacted)].

366 [Confidential - Redacted].

367 CHOICE, CHOICE car insurance survey: RAA car insurance takes out top spot again, 12 May 2025.
368 CHOICE, CHOICE car insurance survey: RAA car insurance takes out top spot again, 12 May 2025.
369 [Confidential - Redacted].

370 [Confidential - Redacted].

371 [Confidential - Redacted].

372 [Confidential - Redacted].

373 [Confidential - Redacted].
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which protects it against natural perils volatility.3”* This provides IAG with a strong
financial foundation on which to compete.

Competition from RACI

10.29. The ACCC's assessment, based on the evidence before it, is that RACI is the
dominant provider of motor vehicle insurance in Western Australia. Other insurers
and customers consider it has high-quality offerings in terms of product aspects
and service (most relevantly, claims experience), competitive pricing, and strong
brand reputation.

RACI's market position

10.30. Evidence before the ACCC shows that RACI is consistently viewed as the leading
provider on all aspects of its product and service offering in the Western Australian
motor vehicle insurance market. In particular:

RACI's internal documents acknowledge that [Confidential - Redacted]*”®
[Confidential - Redacted]*”®

IAG's internal documents also note that [Confidential - Redacted]*”’
[Confidential - Redacted]*”® [Confidential - Redacted)].

Rival insurers acknowledge RACI's strength in the Western Australia market.
[Confidential - Redacted] provided that RACI is by far the biggest player in the
market in Western Australia.®’° [Confidential - Redacted] provided that RACI has
grown quite strongly,®° and that it appears RACI has a loyal customer base.*®'
[Confidential - Redacted] also considers that "the Car Insurance and Home
Insurance marketplace in Western Australia is unique to any other state with
RACI holding a dominant market position, and brand performance, not seen in
any other brand, in any other state.”®2 The [Confidential - Redacted] stated that
the strongest brand in the Western Australia market is RACI.*%2 [Confidential -
Redacted] stated that RACI is a strong competitor and it is difficult to poach
customers from RACI because they can be competitive on service and price
simultaneously and when they do succeed in winning customers off RACI, it is
difficult to keep them from going back.3%*
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[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
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10.31.

In relation to market share, the ACCC understands that RACI's dominance does not
just reflect a historical or legacy position:

e Data shows that RACI has experienced significant market share growth in motor
vehicles since 2017 — growing from [Confidential - Redacted] to around
[Confidential - Redacted] in late 2023.385

¢ [Confidential - Redacted].3®

e [Confidential - Redacted], RACI's market share did not decrease significantly,
with its share decreasing around [Confidential - Redacted] from 2024 to
December 2025 (see Figure 2 above).

RACI’s pricing

10.32.
10.33.

10.34.

10.35.

The Parties submit that, [Confidential - Redacted]3?”

The ACCC accepts that RACI is not currently one of the lowest priced insurers in the
market. However, the ACCC considers that RACI has been competitive on price over
a long period of time. The ACCC considers that the evidence before it suggests that
RACI will likely return to being one of the lower-cost insurers in the market in the
short to medium term. [Confidential - Redacted].3%¢ [Confidential - Redacted].3®°

RACI has a history of low prices:

e According to RACI [Confidential - Redacted], it has a “member focus on
pricing” *°° [Confidential - Redacted]. For example, [Confidential - Redacted].*"

¢ [Confidential - Redacted]*°? [Confidential - Redacted]**? [Confidential -
Redacted].”?%*

e [Confidential - Redacted] provided that RACI is historically competitive on price
and is currently competitive,**® [Confidential - Redacted] noted that RACI has a
competitive price.3%

This approach to pricing is consistent with RAC (and RACI) not necessarily having
profit as a primary focus and having the aim of providing benefits to members.3%’
The ACCC also notes that RACI’s insurance customers are members of the RAC WA,
a not-for-profit organisation. The not-for-profit status of RAC WA may have
contributed to RACI’s record of being competitive on price over a long period of
time. Consistent with this, RACI's market share in motor vehicles increased strongly,
from [Confidential - Redacted] in 2017 to around [Confidential - Redacted] in late

385 [Confidential - Redacted]; IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026,
Annexure 6, p. 125. 65005.001.005.0849.

38 [Confidential - Redacted].

387 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 35. 65005.001.005.0849.
388 [Confidential - Redacted].

389 [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].
3% [Confidential - Redacted].

391 [Confidential - Redacted].

392 [Confidential - Redacted].

393 [Confidential - Redacted].

394 [Confidential - Redacted].

395 [Confidential - Redacted].

3% [Confidential - Redacted].

397 [Confidential - Redacted].
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2023 (see Figure 2 above). Such rapid growth in established markets is relatively
uncommon among (listed) public companies with diverse ownership, which tend to
focus on profit maximisation.

10.36. [Confidential - Redacted]*°® [Confidential - Redacted]**° As a result, RACI's volume
market share flattened and then slightly declined by [Confidential - Redacted].*%°

10.37. [Confidential - Redacted], RACI has not maintained its position as the lowest or one
of the lowest priced insurers in relation to the price of new policies:
¢ [Confidential - Redacted],**' [Confidential - Redacted].**?

e [Confidential - Redacted].**?

10.38. [Confidential - Redacted], as seen in Figure 2 showing RACI’s share over time,
RACI’s share has not decreased significantly. It has retained a large portion of its
customer base. [Confidential - Redacted] internal analysis makes clear that RACI
has retained most of its customers as they value the pricing of RACI’s policies
together with all the other elements of the proposition, including local presence and
claims experience.*04

10.39. [Confidential - Redacted].*°° [Confidential - Redacted]:
¢ [Confidential - Redacted],**®
¢ [Confidential - Redacted];**” and

¢ [Confidential - Redacted].**®

RACI's service quality

10.40. The ACCC considers that RACI competes strongly on service quality, including
customer service and claims handling, which provides it with a key competitive
advantage over rival insurers. The ACCC considers that, as a member-owned
organisation, RACI has a focus on member satisfaction that translates to high
service quality.

10.41. Based on the evidence before it, the ACCC understands that:

e This commitment to service quality includes claims management and claims
assessment, [Confidential - Redacted]**° [Confidential - Redacted]*'°

398 [Confidential - Redacted].
399 [Confidential - Redacted].

400 [confidential - Redacted]; IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026,
Annexure 6, p. 125. 65005.001.005.0849.

401 [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted)].
402 [Confidential - Redacted].
403 [Confidential - Redacted].
404 [Confidential - Redacted].
405 [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted)].
406 [Confidential - Redacted].
407 [Confidential - Redacted].
408 [Confidential - Redacted].
409 [Confidential - Redacted].
410 [Confidential - Redacted].
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10.42.

[Confidential - Redacted].*'" [Confidential - Redacted].*'2 Third party evidence
also supports this; with an [Confidential - Redacted] document stating that
[Confidential - Redacted]*'®

RACI prides itself on, and is strong in relation to customer service, and that this
is what the organisation is built on.#*

A strength of RACI'’s service quality is its local presence in Western Australia, for
example being able to respond promptly in an event,*'® and having the ability to
obtain feedback and communicate with the membership through the local call
centre.*'® Third party evidence also supports this; with an [Confidential -
Redacted] document stating that “RAC sets the benchmark for immediacy,
understanding and responsiveness” and that Western Australians strongly value
“fast access to a real person who ‘gets WA'."417

[Confidential - Redacted] demonstrate its strong commitment to service quality,
noting that [Confidential - Redacted]*'®

[Confidential - Redacted].*’° [Confidential - Redacted].*?°
[Confidential - Redacted]**

[Confidential - Redacted],*?? [Confidential - Redacted].*?* [Confidential -
Redacted].

RACI’s service quality is recognised by rival insurers:

[Confidential - Redacted] provided that a strength of RACI is the perception
customers have around service quality and the general fairness, price
competitiveness of their offering.*?* [Confidential - Redacted] also highlighted
that “RAC sets the benchmark for immediacy, understanding and
responsiveness. [Confidential - Redacted]*?®

Similarly, the [Confidential - Redacted] noted that the loss of customers to RACI
was due to the fact that RACI had a superior combination of price, service and
trust compared with [Confidential - Redacted] such that when it is renewal time
or following a claim, customers return to RACI.4%6

[Confidential - Redacted] gave evidence that RACI has strong perceptions
around quality and service.*?’

411 [confidential - Redacted].
412 [Confidential - Redacted].
413 [confidential - Redacted].
414 [Confidential - Redacted]; [Confidential - Redacted].
415 [Cconfidential - Redacted].
416 [Confidential - Redacted].
417 [confidential - Redacted].
418 [Confidential - Redacted].
419 [Confidential - Redacted]; [Confidential - Redacted)].
420 [Confidential - Redacted]; [Confidential - Redacted].
421 [Confidential - Redacted].
422 [Confidential - Redacted].
423 [Confidential - Redacted].
424 [Confidential - Redacted].
425 [Confidential - Redacted].
426 [Confidential - Redacted].
427 [Confidential - Redacted].
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10.43.

10.44.

RACI's service quality is reflected in a number of different measures and surveys. In
particular:

¢ [Confidential - Redacted].*%®

e 1In 2023,2024, and 2025, RAC won the major general insurer category in the
annual national Roy Morgan customer service awards.*?°

e RACI's strong performance in CHOICE's 2025 customer satisfaction survey. In
the survey, 77% of RACI customers rated their experience with RACI as above
average or excellent.*3° The survey also highlighted that 80% of RACI customers
rated their claims experience with RACI as above average or excellent.*?'

ACCC analysis of CHOICE's 2025 customer satisfaction survey data**? shows that
RACI’s performance in relation to customer experience (Figure 3) and claims
experience (Figure 4) is on par or better than most rival insurers available in the
Western Australia market.

Figure 3: CHOICE 2025 Customer Satisfaction Survey - Overall Experience (Motor)

[Confidential - Redacted]

Figure 4: CHOICE 2025 Customer Satisfaction Survey - Claims Experience (Motor)

[Confidential - Redacted]

10.45.

10.46.

10.47.

RACI's service quality is also reflected in complaint data from the Australian
Financial Complaints Authority (AFCA).

The ACCC combined AFCA complaint data with risks insured data from APRA to
create an AFCA complaints per 100,000 risks insured metric. In motor vehicle
insurance, [Confidential - Redacted] [Confidential - Redacted].**?

AFCA complaint data on motor vehicle insurance confined to Western Australia was
compared to market share in Western Australia and shows that RACI had a
significantly smaller proportion of total complaints at [Confidential - Redacted]
compared to market share of [Confidential - Redacted]*** - [Confidential -
Redacted]**° over the FY21-FY25 period. IAG’s complaints were [Confidential -
Redacted]. In contrast, [Confidential - Redacted].

RACI's brand

10.48.

The ACCC considers that RACI has a strong, trusted and resilient brand in Western
Australia.

428 See, for example, [Confidential - Redacted].

429 Roy Morgan, Roy Morgan Annual Customer Satisfaction Awards 2023, 22 September 2023; Roy Morgan, Roy Morgan
Annual Customer Satisfaction Awards 2024, 10 April 2025; Roy Morgan, Roy Morgan Annual Customer Satisfaction

Awards 2025, 30 April 2026.
430 CHOICE, CHOICE car insurance survey: RAA car insurance takes out top spot again, 12 May 2025.
431 CHOICE, CHOICE car insurance survey: RAA car insurance takes out top spot again, 12 May 2025.
432 [Confidential - Redacted].
433 [Confidential - Redacted].
434 [Confidential - Redacted].
435 [Confidential - Redacted].
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10.49.

10.50.
10.51.

RACI's internal documents and commentary from executives from RAC and RACI
support the finding that RACI has a strong, trusted and resilient brand [Confidential -
Redacted]:

e internal documents note that its brand strength [Confidential - Redacted]**®
[Confidential - Redacted]**”

¢ [Confidential - Redacted]*?® [Confidential - Redacted]**° [Confidential -
Redacted]**°

¢ [Confidential - Redacted].**'
¢ [Confidential - Redacted].**?

[Confidential - Redacted].*** [Confidential - Redacted].***

ACCC analysis of CHOICE's 2025 customer satisfaction survey data demonstrates
that RACI customers are relatively more likely to renew their car insurance with RACI
than customers of other insurers (Figure 5).

Figure 5: CHOICE 2025 Customer Satisfaction Survey — Customer renewals (Motor)

[Confidential - Redacted]

10.52.

10.53.

Product holdings data for FY26 provided by the Parties also supports that RACI has
a strong brand with [Confidential - Redacted].*** By contrast, IAG has [Confidential -
Redacted].*4¢

Rival insurers also consider that RACI has a strong brand, with [Confidential -
Redacted] noting that RAC has managed to take its very high levels of unpromoted
awareness and turned that brand power into a dominant market share position.**
Similarly, [Confidential - Redacted] considers that RACI has “strong emotional
connection and brand trust in WA” and “strong customer loyalty and satisfaction.”44®
[Confidential - Redacted] stated that “RAC is one that has an incredibly strong brand
in Western Australia, that is then also reflected in the perceptions that customers
have around service quality and the general fairness and price competitiveness of
their offering.”**° [Confidential - Redacted] noted that its brand continued to be
strong [Confidential - Redacted].**° [Confidential - Redacted] also outlines how
strong the brand is by stating that customers perceive it as a “WA institution, a
household name in WA."*5! The [Confidential - Redacted] stated that RACI's brand is

436 [Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
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so much stronger relative to the [Confidential - Redacted] brand.*>? [Confidential -
Redacted] also noted that RACI competes strongly on brand reputation.*>3

Competition between IAG and RACI

10.54. IAG submits that it has a limited presence in Western Australia and that IAG and

RACI are not particularly close competitors.*** IAG submits that it provides no
materially stronger constraint on RACI than the other insurers active in Western
Australia.*®

10.55. IAG submits that the analysis in the NOCC of IAG and RACI average and median

premiums is unsound as the analysis:
e does not adjust for insured values and does not therefore compare like for like,
e shows that there are [Confidential - Redacted], and

e does not include other insurers’ prices in the analysis.*®

10.56. IAG also submits that a particular data point in the ACCC’s assessment of closeness

of competition between the Parties rests on a flawed analysis of the switching data
and diversion ratios.*®” Instead, these data and ratios show that [Confidential -
Redacted], not that they compete closely. IAG also submits that the ACCC's analysis
was on older data, rather than more recent data, and is materially affected by
internal inconsistencies which undermine its assessment.**®

10.57. Based on the evidence before it, the ACCC considers that RACI and IAG compete

closely in Western Australia as two of the three largest suppliers of motor vehicle
insurance in the state. The Parties [Confidential - Redacted] compete with each
other on pricing, customer service and claims handling and both have strong brands
in the market. Analysis of switching data also shows that the Parties win and lose
customers to each other [Confidential - Redacted].

Product offering, quality and brand

10.58. 1AG and RACI both provide comprehensive and third-party motor vehicle insurance in

Western Australia. As noted in the two subsections above on competition from IAG
and competition from RACI, both Parties provide a quality product offering and have
strong brands.

10.59. [Confidential - Redacted]. For example, [Confidential - Redacted].**° [Confidential -

Redacted].*¢°
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[Confidential - Redacted].
[Confidential - Redacted].

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 80-81, paras. 232-
233.65005.001.005.0849; [Confidential - Redacted].

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 80-81, paras. 232-
233.65005.001.005.0849; [Confidential - Redacted].

[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].
[Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].
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10.60. Third party materials indicate that both brands are highly regarded in Western

Australia. While RACI has particularly strong brand awareness, reputation and
loyalty, third party insurers consider that NRMA has strengths in Western Australia
including that perceptions of its brand are high, it has strong service delivery and
can leverage its national set up in terms of for example claims management.*®

10.61. The ACCC also considered publicly available information from comparison site

Canstar. Canstar provides a car insurance star rating (out of five) that compares
both price and features across comprehensive car insurance policies.*¢?

10.62. The ACCC conducted a comparison search for a car insurance policy for a male

aged between 30-39 in Western Australia.*¢® For this search, the Canstar
methodology provides that the price score is given a weight of 70% in the final star
rating (with features weighted at 30%).#¢* For insurers that got a star rating, the
comparison search provided:

Star Insurers / Products
rating“65
5 Stars BankSA Comprehensive (Allianz), Commonwealth Bank Comprehensive (Hollard), AAMI

Comprehensive (Suncorp), St.George Bank Comprehensive (Allianz), Westpac
Comprehensive (Allianz), NRMA Insurance Comprehensive (IAG), Bank of Melbourne
Comprehensive (Allianz), Kogan Insurance Comprehensive (Allianz)

4 Stars GMCU Comprehensive (Allianz), ROLLIN’ Insurance (IAG), NAB Comprehensive (Allianz),
RAC Comprehensive (RACI), Aust Seniors Insurance Agency Comprehensive (Hollard),
Real Insurance Comprehensive (Hollard), QBE Comprehensive (QBE), BUPA Insurance
Ultimate (Hollard), TrueCover Seniors Car Insurance (Virginia Surety Company), People
First Bank Comprehensive (IAG), Huddle Insurance Black Comprehensive (Hollard), Stella
Insurance Comprehensive (Virginia Surety Company)

3 Stars GIO Comprehensive (Suncorp), Ozicare Comprehensive (Auto & General), Allianz Australia
Comprehensive (Allianz), Bingle Comprehensive (Suncorp), NRMA Insurance
Comprehensive Plus (IAG), Everyday Insurance Comprehensive (Hollard), National Seniors
Comprehensive (Allianz), AHM Comprehensive (Hollard), ING Comprehensive (Auto &
General), Coles Insurance Comprehensive (Auto & General), Budget Direct Gold
Comprehensive (Auto & General), Qantas Comprehensive (Auto & General), BUPA
Insurance Comprehensive (Hollard), Huddle Insurance Comprehensive (Hollard), YOUI
Comprehensive (YOUI)

2 Stars GIO Platinum (Suncorp), Suncorp Insurance Comprehensive Extras (Suncorp), Suncorp
Insurance Comprehensive (Suncorp), Suncorp Insurance Comprehensive Advantages
(Suncorp), People First Bank Comprehensive Plus (IAG), ANZ Comprehensive (IAG)

1 Star No products displayed with a 1-star rating

Note: Canstar provides that the star rating involves awarding points for each eligible car insurance
policy, aggregating a price score which takes into consideration annual and monthly insurance
premiums as well as the policy excess for new policies; and a feature score which takes into account a
number of features across six different categories (application, payment, cover, service, claims and
cancellation).466
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[Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].
Canstar, Star Ratings & Award Methodology — Car Insurance, June 2026.

ACCC, Canstar Car Insurance Comparison search results for Western Australia (30-39 years, male), 9 September 2026.
65005.001.072.0031.

Canstar, Star Ratings & Award Methodology — Car Insurance, June 2026.

ACCC, Canstar Car Insurance Comparison search results for Western Australia (30-39 years, male), 9 September 2026.
65005.001.072.0031.

Canstar, Star Ratings & Award Methodology — Car Insurance, June 2026.

56


https://www.canstar.com.au/wp-content/uploads/Car-Insurance-SR-Award-Methodology-2026.pdf
https://www.canstar.com.au/wp-content/uploads/Car-Insurance-SR-Award-Methodology-2026.pdf
https://www.canstar.com.au/wp-content/uploads/Car-Insurance-SR-Award-Methodology-2026.pdf

Statement of Reasons | IAG — RAC Insurance (MN-65005)

10.63. The comparison search highlights that IAG and RACI’s insurance products are
largely comparable with five and four stars. The Parties’ products are rated as two
of the highest rated products, along with Suncorp and Allianz and QBE.

Premiums and pricing

10.64. Inits response to the NOCC, IAG submits that a comparison of the Parties’ average
and median premiums does not constitute evidence of the closeness of competition
due to the premium values lacking an adjustment for the sum insured. IAG submits
that, after controlling for the insured value, [Confidential - Redacted].*¢’

10.65. The ACCC's view is that an analysis of premiums adjusted for the sum insured may
provide only some insight into pricing behaviour of the Parties. Insured value is just
one of many differences between insurer policies. Controlling for only one difference
may still result in an uninformative comparison. However, the tight relationship of
the price level of the Parties’ premiums may still be indicative of close competition
between the parties.

10.66. In the First Ockerby Report, Mr Ockerby submits that using average premium divided
by average sum insured is a better measure of price comparison than the Finity
price series.*®® Figure 6 analysed the Parties’ average motor premiums for new risks,
controlling for the insured values of those policies.*®® The results show that IAG and
RACI have historically priced their policies at relatively similar levels.

Figure 6: Average motor insurance premium per $1000 insured for new policies
[Confidential - Redacted]

10.67. A measure that shows closeness of price competition without these issues is the
correlation of annual price changes for new and existing customers. Figure 7 shows
that annual price changes for new customers track closely over time for NRMA and
RACI, showing close competition.*’®

Figure 7: Motor insurance - annual change in median premium of new risks insured
[Confidential - Redacted]

10.68. [Confidential - Redacted].*”"

Figure 8: Median motor insurance premiums in Western Australia by insurer
[Confidential - Redacted]

10.69. [Confidential - Redacted].

10.70. Given the limitations, the ACCC is not placing significant weight on measured pricing
comparisons between the Parties from scraped insurance quote data. Prices are
only one way in which insurers compete, and the prices customers pay for insurance

467 [Confidential - Redacted].

468 |AG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, para.
227.65005.001.005.1024.

469 [Confidential - Redacted]; [Confidential - Redacted)].
470 [Confidential - Redacted]; [Confidential - Redacted].
471 [Confidential - Redacted].
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policies are determined by many factors beyond the value of the insured asset.
Other determinants of the premiums paid that may differ between policies include,
but are not limited to, coverage of accident types, excess, extras offered (e.g. rental
car hire, choice of repairer), the quality of the product (e.g. insurers’ claims handling)
and customer perceptions of the brand.

Switching data and diversion ratios

10.71. The ACCC considers diversion ratios are a key metric to assess the closeness of

competition between two firms. Firms that supply products that are close
substitutes will typically have high diversion ratios, and the higher the diversion
ratios between firms, the more closely they compete.*’2

10.72. The First Smith Report notes that it is beneficial to calculate multiple sources of

diversion ratios when using them for competition analysis. Diversion ratios are
measured with a level of uncertainty and are reflective of a point in time. Therefore,
to limit the dependence on one set of estimates, Mr Smith suggests the use of a
range of estimates, particularly if the diversion ratios are used to calculate incentive-
based price effects.*”?

10.73. The ACCC has calculated switching rates and diversion ratios using CommBank iQ

data*’* as the source of customer switching and RFI Global volume data to allocate
switching across the motor vehicle insurance and home and contents insurance
policies. This analysis is set out below.

Switching between insurers

10.74. The Parties submit that CommBank iQ data provides a more reliable source for

calculating diversion ratios given that the data only captures switches between
insurers and is based on more observations of switching.#”® Similarly, in the Second
Ockerby Report, Mr Ockerby notes that the CommBank iQ data is the most
appropriate starting point because the data records actual customer switching
between insurers.*’®

10.75. The ACCC notes that, while CommBank iQ switching data is useful, it has three

limitations.*’” [Confidential - Redacted].*’® [Confidential - Redacted].*"°
[Confidential - Redacted].
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476
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ACCC, Merger assessment guidelines, 20 June 2025, para. 2.5.

ACCC, IAG and RAC Insurance (Report of Patrick Smith, RBB Economics), 22 May 2026, para. 72. 65005.001.051.0001.
[Confidential - Redacted].

[Confidential - Redacted].

IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, para.
[32]. 65005.001.022.0044.

Switching data for the purposes of calculating pure diversion ratios has the general limitation that the reason for switching
is unknown. Diversion ratios should ideally be based on customers switching following a price increase. Any switch is
likely caused by multiple factors at renewal time, but renewal price is generally a main consideration given the relatively
low probability the customer had claims handling experience or received poor customer service in the preceding period.
[Confidential - Redacted].

[Confidential - Redacted].
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10.76.

10.77.

10.78.

Despite the limitations in the data, the ACCC considers the CommBank iQ data can
be used to help examine switching pattern rates between insurers. The switching
data shows that:

Over the period September 2023 to August 2024, [Confidential - Redacted] of
lapsed IAG customers (across motor vehicle and home and contents insurance)
switched to RACI, while [Confidential - Redacted] of lapsed RACI customers
switched to IAG.*° This compares to market share implied switches of
[Confidential - Redacted] and [Confidential - Redacted] using RFI Global data.*®"

In the period September 2023 to August 2024, IAG received [Confidential -
Redacted] lapsed customers from Suncorp, Auto & General, and Allianz
compared to [Confidential - Redacted]. The reverse was true for RACI, as it
received a [Confidential - Redacted] share of customers from those insurers
[Confidential - Redacted]. Together the switching rate from other insurers
towards IAG and RACI combined was between [Confidential - Redacted] and
[Confidential - Redacted] depending on the other insurer.*8?

Over the 12 months from September 2024 to August 2025, [Confidential -
Redacted] of lapsed IAG customers (across motor vehicle and home and
contents insurance) switched to RACI, while [Confidential - Redacted] of lapsed
RACI customers switched to IAG. This compares to switching levels of
[Confidential - Redacted] and [Confidential - Redacted] which would be
expected from their market shares, using RFI Global data.*®3

In contrast, in the period September 2024 to August 2025, IAG obtained an
approximately [Confidential - Redacted] of lapsed customers from Suncorp,
Auto & General and Allianz to that which would be expected given its market
share. [Confidential - Redacted]. [Confidential - Redacted].*®*

The data shows that switches from other insurers to IAG and RACI compared to that
which would be expected from their market shares depends in part on the relative
competitiveness of IAG and RACI at that time.*8°

The ACCC also found switching from other insurers to RACI and IAG over both
periods largely appears [Confidential - Redacted]. The exception was [Confidential -
Redacted] in the September 2024 to August 2025 period, where the percentage of
lapsed customers from all insurers, including RACI, that switched to [Confidential -
Redacted] was around [Confidential - Redacted]. This is a high diversion rate
relative to [Confidential - Redacted] market share.

Diversion ratios for motor vehicle insurance

10.79. Aggregated switching data can be converted to motor vehicle insurance diversion
ratios through the use of market-share implied diversion ratios for insurer pairs for
each of motor vehicle and home and contents (described in footnote 486). This was

480 [Confidential - Redacted].
481 [Confidential - Redacted].
482 [Confidential - Redacted].
483 [Confidential - Redacted].
484 [Confidential - Redacted].
485 [Confidential - Redacted].

59



Statement of Reasons | IAG — RAC Insurance (MN-65005)

the approach used in the First Ockerby Report.*# Consistent with the assumptions
(see footnote 486), and using CommBank iQ combined switching data for the period
September 2023 to August 2024, the ACCC estimated that [Confidential - Redacted]
of lapsed IAG motor vehicle insurance customers diverted to RACI, and [Confidential
- Redacted] of lapsed RACI customers diverted to IAG. The [Confidential - Redacted]
diversion ratio of lapsed IAG motor vehicle customers diverting to RACI
([Confidential - Redacted]) compared to the combined motor vehicle and home and
contents policy diversion ratio ([Confidential - Redacted)]) reflects a [Confidential -
Redacted] market share-derived diversion ratio for IAG to RACI of motor vehicle
([Confidential - Redacted]) compared to home and contents ([Confidential -
Redacted]) over that same period.

10.80. The ACCC has also converted the CommBank iQ combined switching data for the

period September 2024 to August 2025 to a diversion ratio for motor vehicle
policies. The ACCC calculates [Confidential - Redacted] of lapsed IAG motor vehicle
insurance customers diverted to RACI, and [Confidential - Redacted] of lapsed RACI
customers diverted to IAG.

10.81. The Second Ockerby Report submits diversion ratios for motor vehicle insurance

policies across all insurers in Western Australia based on 2024-25 CommBank iQ
data (see Table 9-3, Second Ockerby Report).*®” These ratios largely mirror those
calculated by the ACCC based on this data, given that the same market share
assumption has been used to split combined diversion ratios into ratios for motor
vehicle insurance and home and contents insurance.

10.82. The diversion ratios based on the CommBank iQ 2024-25 data, and submitted by Mr

Ockerby, show that lapsed motor vehicle insurance customers [Confidential -
Redacted]. RACI is the [Confidential - Redacted] of lapsed customers from all other
insurers [Confidential - Redacted]. Of the customers that leave RACI, IAG was the
[Confidential - Redacted] recipient, with a diversion ratio [Confidential - Redacted]
than that of Suncorp. Diversion ratios from lapsed RACI and IAG customers may be
slightly underestimated, [Confidential - Redacted] in the CommBank iQ data.

10.83. In addition, Mr Ockerby submits market share implied diversion ratios for motor

vehicle insurance policies based on market share data from RFI Global (see Table
9-5, Second Ockerby Report).*88 Comparison of the market share implied diversion
ratios, and the CommBank iQ 2024-25 based diversion ratios shows:

o for switches from RACI to IAG, the market share implied diversion ratio
([Confidential - Redacted)) is [Confidential - Redacted] than the diversion ratio
calculated using the CommBank iQ data ([Confidential - Redacted])

486

487

The diversion ratio for motor[home] is calculated as: market share-based diversion ratio for motor[home] multiplied by
CommBank iQ combined diversion ratio divided by the volume weighted market share-based diversion ratio of the lapsed
customer’s firm. For example, consider diversion ratio of motor insurance from firm A to firm B. If market share diversion
ratio for motor is 50%, market share diversion for home is 35%, CommBank iQ combined diversion is 40% and volume
weights of policies of firm A is 60% motor and 40% home, then the combined market share diversion ratio is 0.6x50%+
0.4x35% = 44%. This is higher than the CommBank iQ combined diversion ratio of 40%. The motor diversion ratio from
market shares is then decreased by 0.4/0.44. The calculated motor diversion ratio from firm A to B is 45.5%. Market
shares are RFI Global volume shares ([Confidential - Redacted]). This is a similar method to that adopted by Mr Jason
Ockerby who divided by a revenue weighted average diversion ratio for motor and home from volume share data (IAG,
Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, p. 45.
65005.001.005.1024).

IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p. 80
Table 9-3. 65005.001.022.0044.

IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p. 81
Table 9-5. 65005.001.022.0044.
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e for switches from IAG to RACI, the market share implied diversion ratio
([Confidential - Redacted])) is [Confidential - Redacted] than the diversion ratio
calculated using the CommBank iQ data ([Confidential - Redacted]).*?°

Diversion ratios based on RFI Global switching data

10.84.

10.85.

10.86.

10.87.

10.88.

10.89.

The ACCC also calculated a diversion ratio from NRMA and SGIO brands to RACI
using national RFI Global switching data for combined home and motor policies over
the period June 2022 to June 2024.4°° Nationally, of the customers leaving
NRMA/SGIO in the period, [Confidential - Redacted] switched to RACI. Since RACI is
only located in Western Australia, the ACCC converted the [Confidential - Redacted]
national rate to a diversion ratio within Western Australia. The calculated Western
Australia diversion ratio was [Confidential - Redacted] from NRMA/SGIO to RACI.*°"

In their response to the NOCC, the Parties submit that the diversion ratio of
[Confidential - Redacted] is unreliable because it uses national data with a small
sample size, the data includes lost policies whereby customers have foregone
insurance altogether, the data aggregates motor and home and contents policies,
and that the diversion ratio does not use the most recent RFI Global data.*%?

In relation to this use of national RFI Global switching data, in the Second Ockerby
Report, Mr Ockerby notes that he does not ‘consider that such an extrapolation
forms an appropriate basis to estimate a diversion ratio’ particularly given the
availability of more recent data from the same source that is specific to Western
Australia and separates motor vehicle insurance from home and contents
insurance.*%

The ACCC accepts that there are limitations to using the RFI Global switching data.
However, this is only one source of data that the ACCC has used to calculate
diversion ratios, noting that the First Smith Report highlighted the benefit of
considering multiple sources of data in this analysis.

Regarding concerns with the reliability of the calculation given potential differences
in the proportion of lost customers exiting the insurance market nationally and in
Western Australia, the ACCC considers that any differences will not result in a
meaningful change of the diversion ratio estimate. The whole-of-market demand
elasticity for motor vehicle insurance is expected to be very low given the
importance many motorists place on insuring against the high replacement value of
their vehicles. Only around [Confidential - Redacted] of NRMA/SGIO lost customers
could be expected to leave the motor insurance market in response to a 10% price
increase.*** Additionally, confidence intervals associated with this diversion ratio
estimate have been calculated and considered in the analysis.

The ACCC has also estimated the diversion ratio from IAG to RACI using the
alternative RFI Global volume data referenced in the Second Ockerby Report. This

489 |AG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG'’s proposed acquisition of RAC Insurance, 1 July 2026, p. 80
Table 9-3 and p. 81, Table 9-5. 65005.001.022.0044.

49  [Confidential - Redacted].
491 [Confidential - Redacted]. [Confidential - Redacted].
492 [Confidential - Redacted].

493 |AG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, para.
204. 65005.001.022.0044.
494 Assuming an average own-price elasticity of insurers of -5 and a market-wide elasticity of -0.5, the outside option is

[Confidential - Redacted]. Lower gross margins or lower market-wide elasticity would lower the calculated outside option.
Since the outside option is bounded by 0 for both national and WA, the likelihood of the bias suggested is small.
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market share data contains volume data in Western Australia for the period June
2022 to June 2024. Using this data produces a combined diversion ratio of
[Confidential - Redacted].*°> A caveat to this estimate of diversion ratios is that it
reflects the relative insurer market shares of both motor vehicle and home and
contents insurance. Given that [Confidential - Redacted], this suggests relatively
close competition between RACI and IAG insurance products over this period.*%¢

10.90. Given that estimates of the diversion ratios are broadly consistent with respective

market shares (which are significant), the ACCC considers that the ratios show the
parties are strong competitors and there is close competition between them.

Distribution Agreement between IAG and RACI

10.91. As set out in paragraph 3.2, the Parties propose to enter into a Distribution

Agreement upon completion of the Acquisition. The Distribution Agreement would
operate for a 20 year term. Following the 20 year term, the Distribution Agreement
would be contestable. 4%’

10.92. Under the Distribution Agreement, the IAG-owned RACI (the Insurer) would appoint

RACWA Holdings Pty Ltd (RACWAH or the Distributor) to offer, distribute and
promote insurance products to RAC's members.4%®

10.93. At a high level, the Distribution Agreement establishes:

e member experience standards, service levels and product pricing and design
principles;*%°

e agovernance framework;*® and

e rights and obligations so that RACWAH is able to promote and market the
insurance products through the RAC distribution channels with minimal
restrictions.%""

10.94. 1AG submits that in addition to the high degree of competitive rivalry that exists in

both Western Australia and on a national basis, the Distribution Agreement will
ensure that there is no reduction in the level of service received by RACI
policyholders as a result of the Acquisition.>%? It also submits that through the
member experience standards, product pricing and design principles and
overarching governance framework, RAC would remain involved in the RAC-branded
insurance product offering, and that the framework would ensure RAC branded
insurance products remain of high standard.5%
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501
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503

[Confidential - Redacted].

When diversion ratios are consistent with market shares across competitor firms it may indicate firms are equally close or
equally distant in terms of substitutability. When this occurs, the relative closeness of substitution may be inconclusive
without more information. Establishing close competition requires confirming insurers compete for the same customer
types in the same areas. Market share diversion may then indicate consumers have brand preferencing consistent with
market share. If so, popular, high profile, and trusted brands are more readily included in the consumer’s choice set leading
to win rates of lapsed customers in market share proportions.

[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 75. 65005.001.005.0849.
IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 76. 65005.001.005.0849.
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10.95.

10.96.

10.97.

10.98.

More specifically, IAG submits that, while it will have ultimate discretion on product
pricing and design, the Distribution Agreement contains the following safeguards for
the RAC brand:

e requirements for IAG to ensure that the insurance products marketed under the
RAC brands are not less favourable to members of any comparable products it
issues®%

e obligations to notify RAC of matters that have a potential adverse impact on the
RAC brands, including a price competitiveness consultation obligation®°®

e acompetitiveness framework requiring that the RACI insurance products are
competitive with competitor products in Western Australia®’®

e aprocess for product competitiveness monitoring®®’
e acompetitiveness benchmarking process®%®
e indemnities for breach of agreement, [Confidential - Redacted]>*°

e aframework which sets out the principles by which IAG will design and price
products, with additional provisions that support product diversification and
innovation®'® customer service remaining the primary responsibility of RAC, not
RACI.5"

IAG also submits that the Distribution Agreement contains dispute resolution and
termination rights that give RAC a mechanism to exit the relationship and distribute
insurance products through an alternative insurer if IAG fails to deliver competitive
products or adequate service levels.?'? In that respect, the Distribution Agreement
materially enhances RAC's ability to discipline IAG's conduct and ensure the ongoing
delivery of competitive pricing, products and service standards.>'

The ACCC considers that the Distribution Agreement is unlikely to provide an
adequate constraint on IAG’s conduct in relation to the supply and pricing of RAC
branded motor vehicle insurance products post-Acquisition.

In particular, the Distribution Agreement is limited in term and scope and would not
replace the competitive rivalry between IAG and RACI in the supply of motor vehicle
insurance in Western Australia. Rather, the Distribution Agreement seeks to
constrain IAG’s conduct to a limited extent. The ACCC considers that the benchmark
underpinning that constraint is flawed, in that the Distribution Agreement seeks to
constrain IAG in relation to product pricing and design as well as service by
reference to competition in the factual, as opposed to competition in the
counterfactual. Due to the direct competitive effects of the Acquisition, what pricing,
design and service levels are regarded as ‘competitive’ in an ordinary business
sense will be higher than in the future without the Acquisition.

504 [Confidential - Redacted].
505 [Confidential - Redacted)].
506  [Confidential - Redacted].
507 [Confidential - Redacted)].
508  [Confidential - Redacted].
509 [Confidential - Redacted)].
510 [Confidential - Redacted].
517 [Confidential - Redacted]; [Confidential - Redacted)].
512 [Confidential - Redacted].
513 [Confidential - Redacted)].
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10.99.

The Distribution Agreement provides that the Insurer remains at all times
responsible for, and will retain ultimate discretion on decisions with respect to, the
pricing of products, the design of products and insured benefits provided under
products.®™* The ACCC acknowledges that the Distribution Agreement contains
some features that seek to limit this discretion. For example, the competitiveness
obligations, the benchmarking framework and the termination and exclusivity carve-
out rights. However, the ACCC considers that those features are unlikely to provide

an adequate constraint on IAG'’s discretion. [Confidential - Redacted]:
¢ [Confidential - Redacted].>'® [Confidential - Redacted].
o [Confidential - Redacted]:
o [Confidential - Redacted].>'®
o [Confidential - Redacted].>'’
¢ [Confidential - Redacted]:

o [Confidential - Redacted];*'® [Confidential - Redacted];°'° [Confidential -

Redacted].5?° [Confidential - Redacted].
¢ [Confidential - Redacted].5?' [Confidential - Redacted].
¢ [Confidential - Redacted].??? [Confidential - Redacted].
¢ [Confidential - Redacted].5*

10.100. The ACCC considers that although RACWAH will be responsible for aspects of
customer service and sales under the Distribution Agreement, IAG will have ultimate

control over key aspects including claims handling. To expand:
¢ [Confidential - Redacted].>?* [Confidential - Redacted].5%°

¢ [Confidential - Redacted].5?¢ [Confidential - Redacted].?”

¢ [Confidential - Redacted].’?® [Confidential - Redacted]:

o [Confidential - Redacted].>?° [Confidential - Redacted].>*°[Confidential -

Redacted].>®' [Confidential - Redacted].>*? [Confidential - Redacted].
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[Confidential - Redacted]
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
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o [Confidential - Redacted].>*® [Confidential - Redacted].

10.101. The ACCC does not consider that the termination rights and exclusivity carve outs

available under the Distribution Agreement materially enhance RAC's ability to
constrain IAG’s conduct in relation to product pricing and design or services.

10.102. In relation to termination rights, the ACCC acknowledges that the Distribution

Agreement provides a mechanism for the parties to exit the relationship in certain
circumstances. However, the ACCC considers that the ability and incentive of the
parties (in particular, the Distributor, i.e. RAC) to exit the relationship is limited by the
following:

¢ [Confidential - Redacted].>** [Confidential - Redacted].
¢ [Confidential - Redacted].>*° [Confidential - Redacted].

o [Confidential - Redacted].>*¢ [Confidential - Redacted].>*’ [Confidential -
Redacted].

10.103. [Confidential - Redacted].>*¢ [Confidential - Redacted].

10.104. The ACCC does not consider that the limited constraints on IAG’s conduct offered

by the Distribution Agreement remedy the permanent nature of the structural change
from the Acquisition. The ACCC also considers that the Distribution Agreement is
limited in term and scope, is able to be amended by the parties (although some of
the terms are part of the remedy offer which includes an undertaking to not amend
certain terms) and that aspects are still in draft and subject to negotiation between
the parties. The ACCC considers that these factors further contribute to the
conclusion that the Distribution Agreement is subject to change and does not offer a
permanent solution to the competition concerns arising from the Acquisition.

Competition from remaining suppliers

10.105. Post-Acquisition, there will remain a number of other suppliers of motor vehicle

insurance in Western Australia. The ACCC has considered whether these remaining
suppliers are likely to provide a sufficient constraint on the merged entity such that it
cannot meaningfully raise prices and/or decrease service levels post-Acquisition.

10.106. IAG submits that:

e Suncorp, Allianz, QBE, Hollard, Auto & General and Youi are six strong rivals
which would continue to impose substantial competitive constraint on IAG
post-Acquisition®°

e The ACCC, in reaching its decision in relation to informal clearance in 2025,
overstated the competitiveness of RACI and IAG and understated the strength
and competitiveness of constraint from these other insurers®4°
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[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 4. 65005.001.005.0849.
IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 4. 65005.001.005.0849.
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10.107.

10.108.

e The ACCC's preliminary analysis in the NOCC does not give sufficient weight to
the effective competitive constraint imposed by existing and potential insurers in
Western Australia.®’

The ACCC considers that alternative insurers operating in Western Australia would
continue to provide a degree of competition in the supply of motor vehicle insurance
following the Acquisition. However, the ACCC has found based on the evidence
before it, that alternative insurers are unlikely to pose a sufficient constraint on the
merged entity such that the merged entity will not be able to raise prices and/or
decrease service levels post-Acquisition.

This section sets out the ACCC's findings on the level of constraint from established
insurers (Suncorp, Allianz, QBE) and mid-tier insurers (Auto & General, Youi, Hollard),
with reference to other insurers’ market shares, level of brand awareness and
marketing and media spend, and market position.

Market shares

10.109.

10.110.

10.111.

10.112.

[Confidential - Redacted].>*? In its NOCC response, IAG notes that these are well-
resourced national insurers with an established West Australian presence, strong
brand recognition and the scale to expand.*3

IAG considers that the ACCC should not require evidence of other competitors
gaining market share in order to be satisfied that they will effectively constrain the
merged entity.>** Mr. Ockerby, in the Second Ockerby Report, submits that the ACCC
places too much weight on market shares, which do not directly measure the
competitive constraint that other firms impose on its pricing: “This distinction is
important in a differentiated product market. A smaller insurer may be a material
constraint on RACI even if it has not achieved a large share in WA” 54

The ACCC accepts that an insurer with a relatively small market share may
nevertheless impose a material competitive constraint in a market. However, in the
absence of evidence that the insurer is a close competitor with RACI for its
customers, is winning a meaningful proportion of switching customers, or materially
influences RACI’s pricing or other competitive decisions, the ACCC considers that a
small market share likely represents a limited constraint on RACI.

The ACCC considers that most of the established and mid-tier insurers have
struggled to build and maintain market share in the supply of motor vehicle
insurance in Western Australia. This contrasts with the position of established
insurers in other Australian states, as well as the overall growth mid-tier insurers
have achieved in other states. The relatively low market shares and growth in
Western Australia appear to be due, at least in part, to the strong competitive
position of RACI, including its high levels of brand awareness and customer loyalty.

541 [Confidential - Redacted].
542 |AG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, p. 17,

paras.

[60], [62]. 65005.001.005.1024.

543 [Confidential - Redacted)].
544 [Confidential - Redacted].
545 |AG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p. 26,

paras.

128-132. 65005.001.022.0044.
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Established insurers

10.113. IAG observes that there are large differences between the national and Western

Australia shares of the established insurance companies.>*® In the First Ockerby
Report, Mr Ockerby submits that this difference indicates there is an ability for these
insurers to expand in Western Australia but does not provide any evidence in
support of that point, or address why their shares are so low.>*’

10.114. The ACCC understands that established insurers in Western Australia have, overall,

seen either erosion or lack of growth in their market share over time, and that their
shares in Western Australia are lower than their national shares.

10.115. Market share data provided by IAG shows that most national established insurers

(including IAG itself) have considerably lower market shares in Western Australia
than they do nationally. For example, Suncorp has [Confidential - Redacted] market
share in motor vehicle insurance nationally and [Confidential - Redacted] share in
Western Australia; Allianz has [Confidential - Redacted] nationally and [Confidential
- Redacted] in Western Australia.>*® The data also shows that in the period from
2017 to 2025, the market shares of the established insurers in Western Australia
[Confidential - Redacted]. In June 2017, Suncorp, Allianz, and QBE together had a
combined market share in motor vehicle insurance in Western Australia of
[Confidential - Redacted].>*° As at December 2025, this reduced to approximately
[Confidential - Redacted] in Western Australia, compared to approximately
[Confidential - Redacted] nationwide. The most marked change was to QBE's
market share which [Confidential - Redacted] from [Confidential - Redacted] to
[Confidential - Redacted].5%°

10.116. As part of its assessment, the ACCC has considered evidence of the differences in

the commercial operating conditions between Western Australia and the rest of
Australia. The ACCC considers that the evidence shows that it is more challenging
for an insurer to grow its market share in Western Australia than other states (see
paragraphs 10.117 to 10.122 below).5%

Suncorp

10.117. The ACCC considers Suncorp an established insurer that has a sizeable presence in

the Western Australia market. [Confidential - Redacted].>°? [Confidential -
Redacted].>% [Confidential - Redacted].5
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IAG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, p. 16,
para. 64. 65005.001.005.1024.

IAG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, p. 17,
para. 64. 65005.001.005.1024.

[Confidential - Redacted]; IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026,
Annexure 6, p. 127. 65005.001.005.0849.

[Confidential - Redacted]; IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026,
Annexure 6, p. 125. 65005.001.005.0849.

[Confidential - Redacted]; IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026,
Annexure 6, p. 127. 65005.001.005.0849.

[Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
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10.118. However, the ACCC has seen other evidence that contradicts the above. The data

shows that Suncorp’s market share has been [Confidential - Redacted].5%° Suncorp’s
market share in Western Australia is also [Confidential - Redacted] compared to its
national share (as stated above at paragraph 10.115, Suncorp has [Confidential -
Redacted] market share in motor vehicle insurance nationally and [Confidential -
Redacted] share in Western Australia). [Confidential - Redacted]. 5°¢

Allianz

10.119. The ACCC considers Allianz has a relatively small presence in Western Australia.

[Confidential - Redacted]. In particular, Allianz highlighted that:
a) [Confidential - Redacted]’
b) [Confidential - Redacted]>®
c) [Confidential - Redacted]>*°

The mid-tier and challenger insurers

10.120. IAG submits that challenger brands Youi and Auto & General have successfully

grown their market share in Western Australia.>®®

10.121. The ACCC considers that although these challenger brands have grown over the

period from June 2017 to December 2025, Auto & General is the only challenger
brand to have lifted its market share materially above [Confidential - Redacted)].
Youi's market share in motor vehicle insurance in Western Australia is [Confidential
- Redacted] and has [Confidential - Redacted].>®" Market shares are [Confidential -
Redacted] at the state level compared to the national level, with the three challenger
brands collectively having [Confidential - Redacted] market share in motor vehicle
insurance in Western Australia as at December 2025, compared to [Confidential -
Redacted] nationwide.¢2 This is based on the RFI Global data submitted by IAG.

10.122. The ACCC considers that evidence from the mid-tier insurers (including

[Confidential - Redacted]) indicates that they have had difficulty making headway in
the Western Australia market and have had to spend more on marketing and employ
more strategies (compared to in other parts of Australia) to acquire customers. The
ACCC understands this is in part due to the nature of the Western Australia market,
which further entrenches RACI's established position.® In particular:

a) The [Confidential - Redacted] gave evidence that [Confidential - Redacted] has
had difficulty growing in the Western Australia market.*%* [Confidential -
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[Confidential - Redacted]; IAG, Notification of Acquisition = Accompanying Submission to Notification, 3 March 2026,
Annexure 6, p. 127. 65005.001.005.0849.

[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted)].
[Confidential - Redacted)].

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 51-52, paras. 145-149.
65005.001.005.0849.

[Confidential - Redacted]; IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026,
Annexure 5, p. 125. 65005.001.005.0849.

[Confidential - Redacted]; IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026,
Annexure 5, p. 125. 65005.001.005.0849.

[Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential -
Redacted]; [Confidential - Redacted]; [Confidential - Redacted].

[Confidential - Redacted].
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Redacted].>® The “[Western Australian] community is a bit more parochial ... and
a little bit tougher to break into”.%6®

[Confidential - Redacted] gave evidence that [Confidential - Redacted] has to
“work harder” to acquire customers in Western Australia because it is a “very
strong parochial market”. [Confidential - Redacted].>®’

[Confidential - Redacted] also gave evidence that RAC and AAMI are “very highly
understood” by consumers in the Western Australia market in terms of their
brand, and RAC has done a much better job of transitioning into sales than
AAMI. [Confidential - Redacted] repeatedly emphasised the difficulties of
attracting “parochial” customers in the Western Australian market. In explaining
what he meant when he said “parochial”, [Confidential - Redacted] explained
“Western Australians love Western Australian businesses” .58

[Confidential - Redacted] also stated that given Western Australia's unique
supply chain characteristics, with restricted resource and repair/builder
networks due to competing trade industries, [Confidential - Redacted] focus
remains on sustaining competitive supply chain access and cost outcomes in
both portfolios.*° [Confidential - Redacted].5”°

Brand awareness and marketing and media spend

10.123. IAG submits that market shares understate the competitiveness of the other
insurers in Western Australia.>’" IAG notes that alternative providers have been
increasing their presence and raising their brand awareness in Western Australia
through for example:

10.124.

10.125.

Suncorp’s announcement that its AAMI brand had secured naming rights for the
AAMI WA Football State Talent Program, and is also a premier partner of the
WAFL, WAFLW and WAFL Colts competitions and junior football;>"2

Auto & General's sponsorship of the Perth Bears NRL team;*’® and

Allianz’s partnership with the West Coast Eagles to support its AFL, AFLW and
Wheelchair football teams for the next four years.>’*

IAG submits that brands such as AAMI and Budget Direct (Auto & General) have
strong brand recognition.®’®

IAG submits that mid-tier insurers are continuing to compete strongly to win market
share in Western Australia, with Youi and Budget Direct having the highest levels of
media spending in Western Australia in FY25, and a higher brand awareness than

55 [Confidential - Redacted].
56  [Confidential - Redacted].
57 [Confidential - Redacted].
568 [Confidential - Redacted].
59 [Confidential - Redacted)].
570 [Confidential - Redacted].

571 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 8, para. [15].
65005.001.005.0849.

572 Suncorp, AAMI announces major WA Football partnership to support players from grassroots to state league, Media
Release, 17 February 2026.

573 NRL, Perth Bears announce record breaking partnership deal, Media Release, 24 September 2025.

574 Allianz, West Coast Eagles team up with Allianz Australia, Media Release, 10 November 2025.
575 [Confidential - Redacted)].
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NRMA in Western Australia.>’® IAG notes that it has observed additional investment
in search engine marketing and media spend by insurers including Youi and Budget
Direct, which it submits follows national trends.%””

10.126. Evidence from third party insurers shows that they have focused - to varying

degrees — on marketing and media spend in Western Australia:
¢ [Confidential - Redacted].>’®
e [Confidential - Redacted].5”°
¢ [Confidential - Redacted].>2°
¢ [Confidential - Redacted].%®’

10.127. The ACCC considers that the remaining suppliers are active (to varying degrees) in

marketing and attempting to win customers in Western Australia. The ACCC also
considers that national brands such as AAMI and Budget Direct have strong brand
recognition.>®? However, market feedback from third party insurers indicates that
insurers have generally experienced difficulties making headway in Western
Australia, and that it is difficult to increase market share due to RACI’s strong brand
awareness, customer loyalty, and large repair network.%®® These insurers incur high
“acquisition costs” (i.e. costs incurred to win a customer) which depresses their
margins in Western Australia.®®* As set out in the market share section commencing
at paragraph 10.109 above, several third-party insurers have observed that Western
Australians tend to support Western Australian businesses.%®

10.128. The ACCC considers that some third parties have a particular focus which may

lessen the competition they provide on more established providers such as IAG,
Suncorp and RACI. In particular, the ACCC considers Youi and Auto & General
(Budget Direct) compete for price-conscious and value-conscious customers who
are willing to shop around or switch insurers. Both of these mid-tier brands operate
predominantly direct-to-consumer models, offer broadly comparable home and
motor insurance products and use risk-based pricing to compete for customers they
consider attractive risks. While their propositions are differentiated — Youi places
greater emphasis on personalised underwriting and service, while Budget Direct
places greater emphasis on price and value®®® — both seek to attract customers
actively comparing insurance offerings and appear more closely positioned to each
other than RACI, Suncorp and IAG whose propositions rely more heavily on
established customer relationships, membership or brand presence.%®” This was
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IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 62 — 63, paras. [172] -
[174]. 65005.001.005.0849.

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 62 — 63, para.
[174]. 65005.001.005.0849.

[Confidential - Redacted].

[Confidential - Redacted].

[Confidential - Redacted].

[Confidential - Redacted].

[Confidential - Redacted].

See for example: [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].

[Confidential - Redacted]; [Confidential - Redacted].

[Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted)].

Youi, Car Insurance, accessed 13 September 2026; Budget Direct, Compare Car Insurance, accessed 13 September 2026.
[Confidential - Redacted].
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confirmed by the evidence of the [Confidential - Redacted] who noted that
[Confidential - Redacted] is [Confidential - Redacted]*®

10.129. As part of its assessment, the ACCC has considered evidence from third party
insurers which indicates that increased marketing spend, brand awareness, and
sponsorship does not necessarily translate into increased market share and that
RACI's brand awareness and loyalty is unrivalled; in spite of efforts by third party
insurers to improve their position, the return on marketing and sponsorship in
Western Australia is not comparable to other states.®°

Market position of insurers

10.130. [Confidential - Redacted].>*° In its NOCC response, the Parties also submit that there
are 6 well-resourced national insurers with an established West Australian presence,
strong brand recognition and the scale to expand.>’

10.131. The ACCC considered evidence of how insurers view the rest of the insurers in the
market.

10.132. In terms of who the Parties monitor, IAG submits that [Confidential - Redacted].>°2
[Confidential - Redacted].5*

10.133. RACI submits it does not view IAG as its closest competitor, and regards AAMI,
Budget Direct and Youi as closer rivals.>** RACI also submits that [Confidential -
Redacted].5°55%

10.134. However, the Parties’ internal documents show that the competitive dynamics in the
supply of motor vehicle insurance in Western Australia are more nuanced:

¢ [Confidential - Redacted]®*®’ [Confidential - Redacted]°° [Confidential -
Redacted],>*° [Confidential - Redacted].5°

e While RACI has noticed [Confidential - Redacted]®"’

588  [Confidential - Redacted]; [Confidential - Redacted].
589  [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].

590 |AG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, p. 17,
paras. [60], [62]. 65005.001.005.1024.

591 [Confidential - Redacted].

592 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 10, para [16].
65005.001.005.0849.

593 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 10, para [16].
65005.001.005.0849.

594 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 10, para [16].
65005.001.005.0849.

595 [Confidential - Redacted)].
5% [Confidential - Redacted]; [Confidential - Redacted].
597 [Confidential - Redacted)].
598  [Confidential - Redacted].
599 [Confidential - Redacted)].
600 [Confidential - Redacted].
601 [Confidential - Redacted].
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10.135. The Parties’ documents are consistent with documents and evidence from third

party insurers. In particular:

e [Confidential - Redacted] gave evidence that [Confidential - Redacted] considers
RACI, Suncorp (through its AAMI brand) and IAG to be the three biggest
competitors in Western Australia.®%?

¢ [Confidential - Redacted] gave evidence that, as a challenger brand, they mainly
consider [Confidential - Redacted].®®® [Confidential - Redacted] also considers
that RACI is a big player but broader competitive discussions also include I1AG
(through NRMA) and Suncorp (through AAMI).504

e The [Confidential - Redacted] gave evidence that its main competitors were
[Confidential - Redacted].?%°

10.136. [Confidential - Redacted].®°® [Confidential - Redacted].?°” [Confidential - Redacted].

10.137. Evidence from third parties reinforces the perception of RACI as a strong and

effective competitor in Western Australia and highlights the difficulties other
insurers would face competing against the merged entity. Some third parties
indicated it would be difficult to grow if the Acquisition proceeds due to the sheer
size of a combined IAG/RACI (with one insurer observing that the Acquisition
[Confidential - Redacted],®°® and the flow on effects the consolidation would have in
terms of buying power and costs,®% which the ACCC considers may cause other
insurers to reconsider their business case for participating in the Western Australian
market.6™ In particular:

¢ [Confidential - Redacted].®"
e [Confidential - Redacted].?'?
¢ [Confidential - Redacted].c™®

Conclusion on competition from remaining suppliers

10.138. The ACCC has considered the level of competition alternative insurers would be

likely to provide post-Acquisition. In particular, the ACCC has considered competitive
dynamics in Western Australia, including how alternative providers have performed,
how their performance differs from that in other states and territories, and the
challenges they face to competing effectively in Western Australia.

10.139. The ACCC considers that while third party insurers are active in Western Australia,

they have been less successful than elsewhere in Australia. While the ACCC accepts
Suncorp and Auto & General are sizeable competitors, the other alternative suppliers
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[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted]; [Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
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10.140.
10.141.

of motor vehicle insurance in Western Australia have a comparatively small market
presence. The evidence indicates that [Confidential - Redacted],®'* despite investing
in marketing,®'® with several stating the difficulties of growing due to RACI’s brand
strength and scale and the fact that Western Australian customers tend to prefer
Western Australian businesses.

[Confidential - Redacted].

In making its finding that the competitive challenges posed by alternative insurers
will be unlikely to be sufficient to constrain the merged entity, the ACCC has given
weight to the evidence from third parties on their experiences and the Parties’
internal documents.

Likelihood of entry or expansion

10.142.

10.143.

10.144.

10.145.

Entry and expansion by rivals can provide an important source of competitive
constraint on incumbents and, in certain circumstances, may mean that a
substantial lessening of competition is unlikely to arise from a significant horizontal
merger in a highly concentrated market. However, the ACCC will require robust
evidence, typically including previous recent examples, to conclude that entry or
expansion is sufficient to offset the initial loss of competition.®'®

Importantly, the ACCC considers the prospect of entry or expansion must be likely,
timely and sufficient to provide an effective constraint on the merged firm in order to
remedy short term competition concerns.5'”

The Parties submit that barriers to entry may exist but are not so high as to
foreclose new entry.®'® In the Second Ockerby Report, Mr Ockerby states that
[Confidential - Redacted].?™

Based on the evidence, the ACCC considers that barriers to entry and expansion are
high but are not insurmountable. While new entry is possible, the ACCC considers
that it is unlikely in the foreseeable future. A new entrant would require a period of
time, at least 2 to 3 years, and would require a significant amount of resources on
building a brand, establishing networks (both assessor and repairer networks) and
getting data to price risk, and even then it is unlikely that the new entrant would gain
a meaningful foothold in the Western Australian market such that it would constrain
the merged entity. Expansion by an existing insurer currently operating in Western
Australia is also possible but they would face similar challenges in expanding.

Requirements for entry

10.146.

The Parties submit that the nature and magnitude of barriers to entry vary materially
depending on the entry model adopted, for example, entering as a retail brand

614 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, Annexure 6, p. 127.
65005.001.005.0849; [Confidential - Redacted]; [Confidential - Redacted)].

615 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 62 - 63, paras. 172-174.
65005.001.005.0849.

616 ACCC, Merger assessment guidelines, 20 June 2025, p. 41, [6.2].

617 ACCC, Merger assessment guidelines, 20 June 2025, p. 42, [6.3].

618 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 82, para
238. 65005.001.005.0849.

619 |AG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p. 26,
para. 132. 65005.001.022.0044.
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10.147.

10.148.

10.149.

distributor, underwriting agency or overseas insurers expanding their operations in
Australia. In particular, the Parties submit that establishment sunk costs and
timeframes are highly variable and depend on factors such as whether entry occurs
as a distributor (for example, by a known retail brand via a partnership with an
established insurance underwriter), underwriting agency, or as a licensed
underwriting insurer (including whether the underwriter is commencing a new
operation or expanding existing overseas operations in Australia), as well as the
entrant's geographic scope, product mix, scale, distribution strategy, use of third-
party providers, growth ambitions and speed of expansion.®?°

Given the focus of the assessment, the ACCC considers it appropriate to consider
the requirements for entry at the underwriter level.

As noted above in paragraphs 4.4 and 4.5, insurers face significant regulatory
requirements including ASIC and APRA licensing, capital and reinsurance
requirements. The upfront capital and reinsurance requirements are significant but
also need to grow in line with risks being written. In addition, new entrants incur the
cost of obtaining or developing the data required to accurately price risk in relevant
areas. While third party services are becoming more available, these are unlikely to
be as accurate as an insurer’'s own data set. Other barriers to entry include the need
to establish repair/replacement networks, developing sales channels and claims
processes, and the marketing costs to establish brand awareness.®?!

Furthermore, whether entrants achieve profitability is uncertain and dependent on
achieving sufficient scale over time. Industry experience indicates that several years
of operation may be required before sustainable returns are realised.

Recent entry examples

10.150.

10.151.

The most recent successful new entrant in the Western Australian motor vehicle
insurance market was Youi. Youi entered in 2008 and has a [Confidential -
Redacted] share in motor vehicle insurance in Western Australia as at December
2025 (and this was [Confidential - Redacted] in June 2025).522 By way of contrast, it
has an [Confidential - Redacted]®?® share of motor vehicle insurance in Queensland
and [Confidential - Redacted] share of motor vehicle insurance in South Australia.’?*

Youi's experience in Australia shows that it has been challenging to enter and grow
in personal lines insurance in Australia but that Western Australia has been even
more difficult:

¢ Youi highlighted the difficulties in getting a return on capital noting that with
insurance you were tasked with “selling a promise through a strong brand”. Youi
noted it takes a long time to see through the initial period of decline to get some
economic return. [Confidential - Redacted].t%°

¢ Youi advised that the Western Australian market has been “a tougher nut to
crack”. Youi highlighted that Western Australia is more challenging than other

620 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 82-83. 65005.001.005.0849.
621 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 82-83. 65005.001.005.0849.
622 [Confidential - Redacted].
623 [Confidential - Redacted].

624 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 5, footnote 9.
65005.001.005.0849.

625 [Confidential - Redacted].
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states because “RACI have a phenomenally strong brand and loyal customer
base, as reflected in the data we have provided from market research” and that
customers in Western Australia “back the local insurance brand”.62¢

¢ In addition to the RACI brand, Youi stated that the Western Australian market “is
relatively consolidated in nature and establishing a supply chain presents
challenges.” Further, Youi noted that it was challenging to establish and then
expand its smash repairer network [Confidential - Redacted].®?’

10.152. In respect of Youi's entry into Western Australia, [Confidential - Redacted] RACI
[Confidential - Redacted] noted that Youi took five years “bombarding the market
with advertisements before they penetrated” with a good price offer and being able
to deliver on the service offer.62

10.153. The ACCC notes the recent entry through acquisition by Zurich Financial Services
Australia into personal home and contents insurance via Honey Insurance®?® and
separately its entry into a partnership with Mercedes-Benz Financial Services
Australia.®®° Apart from these two examples, the Parties were unable to identify any
other brands or underwriters which have commenced offering personal lines general
insurance in Australia since July 2022 (and did not point to an example of
successful new entry since Youi in 2008).6%

Key barriers to entry or expansion in Western Australia

10.154. Evidence before the ACCC suggests that there are a number of key barriers that are
particularly challenging to overcome in the Western Australian motor vehicle
insurance market. These are establishing a brand and marketing to, and winning,
customers, and accessing inputs (including data, labour and repair networks).

Brand development and marketing

10.155. The ACCC considers that an insurer faces significant challenges in developing and
marketing a brand. Based on the evidence, the ACCC considers this is particularly
challenging in Western Australia given the strength of the established insurers’
brands and the customer loyalty to those brands.

10.156. The experience of a number of insurers in the market has been that developing
brand awareness is more costly and challenging in Western Australia, with lower
returns on marketing spend compared to the rest of Australia.

¢ The [Confidential - Redacted] noted that [Confidential - Redacted] brand
performance in Western Australia in terms of brand preference and
consideration is weaker than elsewhere in Australia,®3? that it has been difficult
for [Confidential - Redacted] to compete on brand,®*® despite [Confidential -
Redacted] trying to gain traction with its brand in Western Australia.®®* The

626 [Confidential - Redacted].

627 [Confidential - Redacted].

628 [Confidential - Redacted].

629 D Wood, Zurich enters home insurance market through Honey partnership, Insurance Business, 3 July 2026.

630 |nsurance News, Zurich tech to power Mercedes-Benz motor cover, 1 July 2026.

631 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 83. 65005.001.005.0849.
632 [Confidential - Redacted].

633 [Confidential - Redacted].

634 [Confidential - Redacted].
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[Confidential - Redacted] noted that [Confidential - Redacted] return on
marketing and sponsorship spend in Western Australia is lower compared to
elsewhere in Australia due to lower customer response rates, conversion rates
and retention rates in Western Australia.®®®

[Confidential - Redacted] provided that it costs more to acquire customers in
Western Australia compared to other states.®%¢ [Confidential - Redacted]
considers that the differences in Western Australia are that the RACI and AAMI
brands are well understood and have been able to leverage unprompted
awareness into sales (although RACI has done a better job transitioning into
sales than AAMI),%3” and that Western Australian customers love Western
Australian businesses.%3®

[Confidential - Redacted].6%°

10.157. The more established national insurers have historically focused their marketing
spend in other states of Australia, acknowledging that they have had some
challenges achieving market share growth as a result of increased marketing spend
in Western Australia:

[Confidential - Redacted].?*° [Confidential - Redacted].®*'[Confidential -
Redacted].5*

[Confidential - Redacted].®*?

10.158. Evidence before the ACCC suggests that it is difficult to attract customers in
Western Australia:

Several market participants have highlighted that Western Australians tend to
preference Western Australian-made products and businesses over national
businesses.®*

Market participants indicate winning customers and building trust in Western
Australia is more difficult due to the established brand and trust in RACI.54°

[Confidential - Redacted] stated that the [Confidential - Redacted] brand has
been lagging in Western Australia with reference to brand consideration,
customer conversion and pricing competitiveness, noting that it has been more
difficult to compete on price and brand in the Western Australia Market.®4®

[Confidential - Redacted] stated that it is difficult to poach customers from RACI
because they can be competitive on service and price simultaneously.®*’

635

636

637

638

639

640

641

642

643

644
645

646

647

[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].

[Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].
RACI’s brand strength is discussed in more detail in paragraph 10.53 above. See, for example, [Confidential - Redacted)];
[Confidential - Redacted]; [Confidential - Redacted].

[Confidential - Redacted].
[Confidential - Redacted].
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10.159.

Evidence before the ACCC also suggests that retaining customers is difficult. In
particular, [Confidential - Redacted] stated that even when customers are “poached
away”, it is difficult to keep them from going back to RACI.®*® [Confidential -
Redacted] also stated that customers consistently switch to other providers then
return to RACI following a claim event.54°

Establishing and expanding smash repair networks

10.160.

10.161.

10.162.

10.163.

Establishing and expanding smash repairer networks across Western Australia is a
key barrier to entry and expansion.

Establishing such a network may involve identifying a pool of smash repairers,
negotiating commercially viable terms, integrating smash repairers into the relevant
claims-management and assessment systems, monitoring performance and quality,
and developing sufficient claims volumes to support ongoing commercial
relationships.

The requirements to establish and expand a network are particularly challenging in
Western Australia because of the current operating conditions. The ACCC
understands that in Western Australia, there are fewer repairers available and the
repair capacity is limited.®° Of the repair capacity available, it is often prioritised
towards insurers with larger volumes (such as RACI).®%" Smaller insurers are less
likely to get access and when they do get access, it is on unfavourable terms as they
tend to need to match (or better) the terms set by RACI.6%2

In particular:

e [Confidential - Redacted] submitted that “WA, compared to other key states in
Australia, has fewer repair service providers, with mining competing with the
repair service providers for the services of the skilled tradespersons. In addition,
the size of WA, remoteness of certain areas within state, and the travel distances
between customers and repair service providers mean that it can be more costly
to fulfil claims. Additionally, material and parts supply fulfilment are impacted by
higher freight costs and longer transport lead times..." and that “RACI is able to
influence market rates in respect of acquisition of repair services, with smaller
insurers like [Confidential - Redacted] needing to match (or better) the terms set
by RACI... “6%3

e Similarly, [Confidential - Redacted] stated that when there is a mining boom, it's
very hard to get labour in the smash repairs market. This also means the cost of
labour is higher in Western Australia compared to other states. The cost of parts
is also a bit higher in Western Australia compared to other states.®>*

¢ [Confidential - Redacted]®>° [Confidential - Redacted]®%°

648 [Confidential - Redacted].
649 [Confidential - Redacted].
65 [Confidential - Redacted]; [Confidential - Redacted].
651 [Confidential - Redacted]; [Confidential - Redacted)].
652 [Confidential - Redacted]; [Confidential - Redacted].
653 [Confidential - Redacted].
654 [Confidential - Redacted].
655 [Confidential - Redacted].
65  [Confidential - Redacted].
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10.164. This position was reinforced by [Confidential - Redacted]®>’

Access to data

10.165. The ACCC considers that insurers face challenges entering or expanding in Western
Australia without access to sufficient data regarding the relevant risks for various
segments of the market.

10.166. The ACCC understands that access to data is important for an insurer’s ability to
assess the likelihood and expected cost of claims. Having access to sufficient data
sets (for example regarding age, vehicle type, location, claims experience) allows
insurers to differentiate between risk profiles, reduce uncertainty in pricing and tailor
the risk profile of the policies they insure. In particular:

¢ [Confidential - Redacted].%%®
¢ [Confidential - Redacted].®>° [Confidential - Redacted].5%°

10.167. [Confidential - Redacted].®®’

Conclusion regarding likelihood of entry or expansion

10.168. The ACCC considers that new entry on a scale and in a timeframe sufficient to
constrain the merged entity in the supply of motor vehicle insurance in Western
Australia is unlikely. In addition to regulatory requirements and building brand
awareness, access to a smash repair network and data sets to enable insurers to
appropriately differentiate between risk profiles, reduce uncertainty in pricing and
tailor the risk profile of the policies they insure, are critical and are unlikely to be
developed to an extent and within a timeframe sufficient to constrain the merged
firm.

10.169. Further, based on the feedback provided by rival insurers, meaningful expansion in
Western Australia, to a level that would constrain the merged entity appears
particularly challenging and unlikely within the foreseeable future given the difficulty
in attracting and retaining Western Australian customers. These challenges arise
from the established brand and trust in RACI as well as the operating conditions
detailed above which make it particularly difficult to establish and expand a smash
repair network in Western Australia.

Empirical price effect analysis

Overview

10.170. IAG submitted that its empirical price effects analysis demonstrates that the
Acquisition is unlikely to substantially lessen competition in the supply of motor
vehicle insurance in Western Australia.®®? IAG’s submitted empirical analysis

657 [Confidential - Redacted].
658 [Confidential - Redacted].
659  [Confidential - Redacted].
660 [Confidential - Redacted].
661 [Confidential - Redacted]. See also [Confidential - Redacted].

662 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 74,
65005.001.005.0849. [Confidential - Redacted].
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10.171.

10.172.

10.173.

10.174.

includes estimates of gross upward pricing pressure indexes (GUPPIs), indicative
price rises (IPRs), and merger simulation in relation to both motor vehicle and home
insurance in Western Australia.

In general, the ACCC considers that there are significant limitations to empirical
price effects analysis and that such analysis is neither determinative of the likely
price effects of an acquisition nor the question of whether an acquisition is likely to
lead to a substantial lessening of competition.

More specifically, based on the expert reports received (detailed below), and its own
analysis, the ACCC considers that the Parties’ empirical analysis suffers from some
weaknesses due to the assumptions made. Given this, the ACCC considers that
there are reliability issues with the Parties’ analysis.

While the measures that the ACCC has calculated are higher than Mr Ockerby’s
measures, the ACCC considers that these quantitative measures are indicative and
not determinative and therefore has not given significant weight to these measures
in its single evaluative judgment. In this context, the ACCC does not agree with the
submission of Mr Ockerby®®® and the Parties®* that a price effect threshold of 5% is
an appropriate basis for determining whether the Acquisition would substantially
lessen competition. As noted by Mr Ockerby, a 5% price increase is commonly
applied with the HMT for market definition purposes.®®> However, the ACCC does
not consider that a test to assist market definition has direct implications for
establishing a likely substantial lessening of competition. In support of a 5% price
effect threshold, the First Ockerby Report referred to the UK Competition
Commission’s 2005 decision in Somerfield and Wm Morrison Supermarkets and the
US DC District Court’'s 1997 decision in FTC v Staples.®®® By contrast, the ACCC
notes that the CMA in its 2019 decision on the Sainsbury and Asda supermarket
merger adopted a GUPPI threshold for groceries of 1.5% net of efficiencies (2.75%
inclusive of expected efficiencies of 1.25%) for a substantial lessening of
competition in local markets.®%’

Finally, the ACCC considers that the estimated price effects provided in both this
section and section 13 and discussed in detail in Annexure A are likely to be
amplified by a shift in the governance and objectives used to set the price and
quality of RAC-branded products arising from the Acquisition, away from one
incorporating not-for-profit elements to one more focussed on profitability. This
amplification arises because all the modelling of quantitative effects — both by Mr
Ockerby on behalf of IAG and by the ACCC - is based on firms behaving in a profit-
maximising manner before and (in the case of IPRs and merger simulation) after the
Acquisition. In light of its above assessment of RACI's competitive strengths, the
ACCC considers that RACI has in the past and is likely in the future to supply a
higher level of quality-adjusted output — having regard to its combined price, service
quality and brand offering — for both motor vehicle insurance and home and
contents insurance than would be profit-maximising in the short to medium term.

663 |AG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, pp. 61-
62, paras. 256-259. 65005.001.005.1024.

664 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 74, para. 207.
65005.001.005.0849.

665 |AG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, pp. 61-
62. 65005.001.005.1024.

666 |AG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, p. 62,
paras. 257-258. 65005.001.005.1024.

667 Competition and Markets Authority (UK), Anticipated merger between J Sainsbury PLC and Asda Group Ltd -- Final Report,
25 April 2019, pp. 196-197, para. 8.296.
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Therefore, given that the Acquisition brings about a change in the factors influencing
the setting of price and quality of RAC-branded products, the ACCC considers that
its price effect estimates will tend to understate the magnitude of the likely price
effects of the Acquisition.

GUPPIs, IPRs and merger simulation

10.175. GUPPIs, IPRs and merger simulation techniques measure the incentive for the

merged entity to raise prices post-Acquisition, due to the loss of competition
between the merging parties and the ability of the merged entity to recapture sales
lost by each party to the other after a price increase. The measures are formulaic
and are derived from firm profit maximisation in monopolistically competitive
product markets.%¢® Merger simulation model price effects also allow for all
competitors’ prices in the market to change and are accordingly sometimes used to
provide empirical estimates of market-wide price effects, which can show the
degree of weakening of competition in a market. 6¢°

10.176. The limitations of GUPPIs, and IPRs are well recognised. First, it is often challenging

to obtain suitable inputs to perform the calculations.®’® Second, if industry features
depart materially from the stylised models upon which these techniques are based,
there is a risk of false precision being attached to the estimates.®’! Third, the
estimates are static measures, not dynamic. In this respect, Dr Jill Walker has noted
that: 672

Neither UPPs nor IPRs take account of the likely competitive response from
actual and potential rivals. For this reason, they cannot provide a complete
analysis as to the likelihood of competitive harm arising from a merger. Rather
they provide an alternative and more focussed way of filtering mergers for
potential unilateral effects compared to calculating market shares.

10.177. For these reasons, GUPPIs and IPRs are commonly used as a screening tool by

competition agencies to approximate the post-acquisition price increases of
products of the merged entities in mergers involving differentiated products.”®

668

669

670

671

672

673

A monopolistic market describes markets where products are differentiated in a wide range of aspects. For example, a
brand’s perceived quality, customer experience, or trust. The result is a firm’s products is unique with their market demand
reflecting the degree of substitutability of the product with other firms’ differentiated products.

T Valletti and H Zenger, ‘Mergers with Differentiated Products: Where Do We Stand?’ (2021) 58 Review of Industrial
Organization 179-212, p. 192: “...merger simulation also incorporate feedback effects between the merger parties FOC and
those of outsiders. As a result, predicted price effects are larger than IPR's for any given demand system.”; Price effect
results for IPRs and merger simulation depend on the assumed demand specification in the market. Since merger
simulation model how all firms compete with each other, this requires information on diversion patterns among all
competitor firms in the market. In comparison, GUPPIs do not make an assumption on the form of demand which can
avoid false precision when the form of the demand system is unknown. The price effect of a GUPPI may overestimate or
underestimate price changes for different reasons. If there is more convexity in demand, then the GUPPI underestimates
the price effect. If there is low convexity (for instance linear demand), the GUPPI may overestimate the price effect if
feedback effects are low but may not overestimate if feedback effects are sufficient. Hence GUPPIs have been found to be
a sensible price effect measure in practice. T Valletti and H Zenger, ‘Mergers with Differentiated Products: Where Do We
Stand?’' (2021) 58 Review of Industrial Organization 179-212, p. 192.

See, for example, J Walker, Economic analysis in merger investigations — Background note by Dr Jill Walker, 2020 OECD
Global Forum on Competition, 29 October 2020, p. 31, para. 128.

ACCC, IAG and RAC Insurance (Report of Patrick Smith, RBB Economics), 22 May 2026, p. 4, para. 16, and p. 16 paras 70-
71.65005.001.051.0001.

J Walker, Economic analysis in merger investigations — Background note by Dr Jill Walker, 2020 OECD Global Forum on
Competition, 29 October 2020, p. 31, para. 127. Upward pricing pressure (UPP) is a similar measure to a GUPPI and
Walker's (2020) comment is equally applicable to GUPPIs. See: S Farrell and C Shapiro, ‘Antitrust Evaluation of Horizontal
Mergers: An Economic Alternative to Market Definition’ (2010) 10(1) The B.E. Journal of Theoretical Economics 1-41.

T Valletti and H Zenger, ‘Mergers with Differentiated Products: Where Do We Stand?’ (2021) 58 Review of Industrial
Organization 179-212.
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These measures are rarely used as a primary support for a conclusion that a merger
substantially lessens competition. Nevertheless, the ACCC considers that the results
of these tools, can, where used appropriately and considered alongside other
factors, form part of a holistic assessment of the likely competitive effects of an
acquisition.

Reports received and analysis undertaken

10.178. The Parties provided estimates of GUPPIs and IPRs, and sensitivity analysis as well
as merger simulation price effects and sensitivity analysis of the merger simulation
results. These are contained in First Ockerby Report and Second Ockerby Report.®’*

10.179. The ACCC was assisted by Mr Smith in considering this material and Mr Smith
produced the Smith Report and the Supplementary Smith Report.6”s

10.180. In addition, the ACCC conducted its own analysis of GUPPIs, IPRs, and merger
simulation to understand, compare and test the price analysis undertaken by Mr
Ockerby. All of these estimates are best reviewed together.

10.181. The structure of the empirical price analysis section is to first report the main
estimates submitted by Mr Ockerby and the main findings of a review of those
estimates contained in the Smith Report and the Supplementary Smith Report. The
ACCC presents its range of estimates, highlighting the uncertainty and sensitivity of
inputs used in the price effect models. Annexure A contains a more thorough
comparison of modelling assumptions that were used in generating the ACCC
estimates and comparison tables to the estimates in the two Ockerby Reports.

Estimates provided by the Parties

10.182. The Ockerby Reports®’® provided the following estimates for GUPPIs and linear and
isoelastic IPRs:%"’
¢ [Confidential - Redacted].

¢ [Confidential - Redacted].
10.183. The GUPPI is as set out in the First Ockerby Report with an adjustment for the gross

margin.®’® The IPR low estimate is from the linear IPR model in the Second Ockerby
Report®’® and the high estimate is the isoelastic IPR estimate provided in the First

674 |AG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026.
65005.001.005.1024; IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC
Insurance, 1 July 2026. 65005.001.022.0044.

675 ACCC, IAG and RAC Insurance (Report of Patrick Smith, RBB Economics), 22 May 2026. 65005.001.051.0001; ACCC, IAG
and RAC Insurance (Supplementary Report of Patrick Smith, RBB Economics), 19 August 2026. 65005.001.050.0001.

676 The Second Ockerby report changed GUPPI and IPR estimates from the first report by changing the methodology for
calculating gross margins, allowing for a step 1 effect and limiting the use of a suppression of diversion from RACI to IAG.
Mr Ockerby also included more sensitivity analysis than in The First Ockerby Report (see Annexure A for details): IAG,
Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026.
65005.001.005.1024; IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG'’s proposed acquisition of RAC
Insurance, 1 July 2026. 65005.001.022.0044.

677 The Isoelastic demand model has constant demand elasticity on the demand curve, while a linear demand model has
increasing elasticity at higher prices and lower quantities on the demand curve.

678 |AG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, p. 60,
Table 5-9. [Confidential - Redacted].

679 |AG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p. 72,
Table 8-8. 65005.001.022.0044.
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Ockerby Report.58 The above estimates assume a [Confidential - Redacted], gross
margins using gross premium, and a [Confidential - Redacted] of RACI’s ability to
raise prices.

10.184. The Second Ockerby Report also presented sensitivities to the IPR estimates, using

different diversion ratios, allowing for a percentage of customers not purchasing
insurance following a price rise, gross margins, and relative prices of insurance
policies. These are discussed in Annexure A.

10.185. The Second Ockerby Report also included the results of merger simulation

modelling derived from a publicly available model developed by Charles Taragin.
The report used a linear demand specification with differentiated Bertrand
competition to estimate market-wide price effects. The report modelled a whole-of-
market elasticity of -1 for motor vehicle insurance to reflect the availability of an
outside option (i.e. to not purchase insurance). The central estimated price effects
from the Acquisition were:®®"

¢ [Confidential - Redacted].5%?

10.186. The Second Ockerby Report also performed merger simulations with different

demand specifications (assuming demand elasticity of -1). This is a good sensitivity
check as the linear demand specification has the smallest price responses of
merger simulations, since elasticity is assumed to increase as price rises, providing
more limited price responses between firms. The submitted results indicated that
the degree to which demand curvature matters depends on the inputs. Under Mr
Ockerby’s calibration, the almost ideal demand system (AIDS) and linear results
[Confidential - Redacted], with AIDS demand increasing the IAG price effect by
[Confidential - Redacted] to [Confidential - Redacted] and the RACI price effect
increasing by [Confidential - Redacted] (see Table 10.16, The Second Ockerby
Report).58

10.187. However, when the comparison is made using ACCC inputs (gross margin and

diversion ratios) the price effects and sensitivity to demand structure are much
higher. [Confidential - Redacted].5®*

10.188. The Second Ockerby Report provided estimates of the effect of pricing from the

Distribution Agreement. A post-merger price effect on RACI motor insurance occurs
because the Distribution Agreement includes a margin to RAC for distributing their
branded insurance in excess of the distribution costs.®®® The estimated price effect
of the margin, for linear demand only, were:

¢ [Confidential - Redacted].%8®
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683

684

685

686

IAG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, pp. 35,
61, Table 5-10 and p. 36, para. 135. 65005.001.005.1024.

IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p. 69,
Table 8-5. 65005.001.022.0044.

IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p.
103, Table 10-12. 65005.001.022.0044.

IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p.
107, Table 10-16. 65005.001.022.0044.

IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p.
108, Table 10-17. 65005.001.022.0044.

[Confidential - Redacted] [Confidential - Redacted] (the ACCC calculates historical distribution costs are [Confidential -
Redacted] of GWP - 3-year average). IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed
acquisition of RAC Insurance, 1 July 2026, pp. 65, 69. 65005.001.022.0044.

IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p. 69,
Table 8-5. 65005.001.022.0044.
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10.189.

Mr Ockerby and the Parties submit that an estimated quality-adjusted price effect
[Confidential - Redacted] would be unlikely to give rise to a substantial lessening of
competition.®®” On this basis, the Parties submit that Mr Ockerby’s analysis
demonstrates that the Acquisition is unlikely to substantially lessen competition in
the supply of motor vehicle insurance in Western Australia.

Review of the Parties’ estimates

10.190.

10.191.

10.192.

10.193.

10.194.

The ACCC requested that Mr Patrick Smith at RBB Economics, review Mr Ockerby’s
approach to calculating the GUPPIs and IPRs in the First Ockerby Report.58 Mr
Smith’s review of the First and Second Ockerby Reports is set out in Annexure A.
Below are high levels findings of the Smith Reports.

Mr Smith advises that the simplified nature of GUPPI, IPR and merger simulation
models, which rely on mathematical equilibrium equations with only a few
parameters mean that, “..They are at best potential screens, capable of identifying
mergers (or particular segments of a merging party’s activities) that warrant further
assessment in the same way that observing high post-merger market shares could
be used to flag a merger for closer scrutiny”.68°

As set out in the Smith Report, Mr Smith advised that when considering Mr
Ockerby'’s central estimates, several inappropriate assumptions were made:

e Diversion ratios only relied on a single period of switching data or market share
and in some cases the diversion ratio was arbitrarily halved.5*°

e There were inconsistent periods for expenses used to calculate variable cost
and therefore gross margins.5°"

e The direct post-Acquisition (Step 1) effect of increased marginal cost (which
decreased gross margins) on the price of RAC-branded products was not
included in the post-merger price effect estimates.5%?

In addition, Mr Smith noted that throughout the report, assumptions on inputs to
GUPPI and IPR models were made with significant uncertainty and subjectivity
depending on the data source. Since inputs were measured with uncertainty, Mr
Smith favoured using a range of estimates for the inputs.

Mr Smith concludes that the GUPPI and IPR calculations in the First Ockerby Report
do not meet the standards of a reasonable approach to calculating these
measures.®® As a result, Mr Smith considers that these measures should not be

687 [Confidential - Redacted]; IAG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC
Insurance, 3 March 2026, p. 61, Table 5-10 (linear demand). 65005.001.005.1024.

688 ACCC, IAG and RAC Insurance (Report of Patrick Smith, RBB Economics), 22 May 2026, Annexure B — Letter of Instructions
and section 3 (Comments on Section 5 of the Ockerby report), pp. 26-42. 65005.001.051.0001.

689 Mr Smith explains in relation to GUPPI and IPR estimates that: “...these specific metrics are very parsimonious in regard to
the necessary inputs that are required to perform each calculation: these metrics typically rely on assumptions that each
firm only supplies a single product, to all customers at a single price, and a single gross margin over marginal costs that
reflects perfect short term profit”. ACCC, IAG and RAC Insurance (Report of Patrick Smith, RBB Economics), 22 May 2026,
pp. 9-10, paras. 40, 45. 65005.001.051.0001.

6% ACCC, IAG and RAC Insurance (Report of Patrick Smith, RBB Economics), 22 May 2026, p. 6, para 28. 65005.001.051.0001.
691 ACCC, IAG and RAC Insurance (Report of Patrick Smith, RBB Economics), 22 May 2026, p. 6, para 28. 65005.001.051.0001.
692 ACCC, IAG and RAC Insurance (Report of Patrick Smith, RBB Economics), 22 May 2026, p. 6, para 29. 65005.001.051.0001.
693 ACCC, IAG and RAC Insurance (Report of Patrick Smith, RBB Economics), 22 May 2026, p. 5, para 25. 65005.001.051.0001.
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relied upon as a basis to conclude that the Acquisition would not substantially
lessen competition.®%*

10.195. In the Supplementary Smith Report, Mr Smith noted that Mr Ockerby partially

corrected ignoring the post-Acquisition price effect from the Distribution
Agreement.®®® Further, Mr Ockerby [Confidential - Redacted)].

10.196. In relation to Mr Ockerby’s merger simulation estimates, Mr Smith commented that

he believes the simulations provide little new information, as the same data is used
in the IPR calculations. In particular, Mr Smith was concerned that the errors made
in the modelling of the IPRs — by not accounting for the changed incentives of RACI
no longer underwriting insurance — were also made in the merger simulation.®®® Mr
Smith notes that the merger simulation estimates showed increased price effects of
the merging parties, but this is averaged against smaller price rises by non-merging
insurers, resulting in the arithmetic result of lower “market-wide” price effects.®97:6%

ACCC estimates

10.197. The ACCC carried out its own independent analysis of pricing pressure arising from

the Acquisition using its own estimates of gross margins for each party. The ACCC'’s
estimates provide a counterbalancing check as to the possible ranges of price
effect estimates the simple GUPPI, IPR, and merger simulation models can produce.
Full details of the estimates are provided in Annexure A.

10.198. The ACCC's range of empirical estimates for the pricing pressure measures are:%%°

e GUPPIs: IAG motor insurance [[Confidential - Redacted]], RACI motor insurance
[[Confidential - Redacted]]. The range represents the low and high estimates
from different sources of diversion ratios and gross margins (+/- 3%) around a
central estimate.

e Linear IPRs: IAG motor insurance [[Confidential - Redacted]], RACI motor
insurance [[Confidential - Redacted]]. The Linear IPR for RACI excludes the price
effect from the Distribution Agreement.

10.199. The IPR range represents the maximum range from single sensitivity comparison to

the central estimate. Sensitivities include different sources of diversion ratios, a
range of gross margins (+/- 3%), a range of market demand elasticities and a lower
diversion ratio.”® The estimation tables are contained in full in Annexure A. The
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ACCC, IAG and RAC Insurance (Report of Patrick Smith, RBB Economics), 22 May 2026, p. 5, para 25. 65005.001.051.0001.

ACCC, IAG and RAC Insurance (Supplementary Report of Patrick Smith, RBB Economics), 19 August 2026, p. 5, para. 16.
65005.001.050.0001.

The ACCC agrees with this observation as that modelled incentives would not be the same before and after the structural
separation of underwriting and distribution divisions of RAC. The merger simulation without direct modelling intervention
cannot adjust the sensitivity to a change in price. Mr Ockerby used the off-the-shelf R-program to model all the merger
simulations. ACCC, IAG and RAC Insurance (Supplementary Report of Patrick Smith, RBB Economics), 19 August 2026.
65005.001.050.0001.

ACCC, IAG and RAC Insurance (Supplementary Report of Patrick Smith, RBB Economics), 19 August 2026, p. 5, para. 17.
65005.001.050.0001.

Price competition merger simulation have a common feature of higher prices for the merger parties than the IPRs. This is
because the best response to the merger parties increase in price is for rivals increase in price, leading to a best response
for the merger parties to further increase price. This is because in price competition rival firms’ products are strategic
complements.

This analysis does not include any impact that may or may not occur from the change in control from a member-owned
organisation to a for-profit entity post-Acquisition.

J Hausman et al, ‘Unilateral effects of mergers with general linear demands’ (2011) 111(2) Economics Letters 119-121.
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10.200.

10.201.

10.202.

10.203.

10.204.

range demonstrates the uncertainty around the assumptions necessary for GUPPIs
and IPRs.

In addition, the ACCC ran merger simulations to examine Mr Ockerby’s findings
using ACCC estimates of gross margins and diversion ratios based on the
CommBank iQ switching data. The ACCC found that the results differ due to Mr
Ockerby’s assumption regarding the elasticity of market demand.

The ACCC considers that an elasticity of market demand for motor insurance in the
range of -0.25 to -0.75 is appropriate, whereas the Second Ockerby report uses a
central assumption of [Confidential - Redacted]. The ACCC considers that to the
extent a higher market elasticity serves to mitigate the estimated price effects of the
Acquisition, it will tend to increase the output effects. Below are results of a merger
simulation examining differences in market demand elasticities.””!

e Market-wide elasticity -0.25: Linear demand specification estimated a weighted
average price rise for RACI and IAG of [Confidential - Redacted], while the AIDS
specification estimated a weighted average price rise of [Confidential -
Redacted] (See Annexure A, Table 14).

e Market-wide elasticity -0.50: Linear demand specification estimated a weighted
average price rise for RACI and IAG of [Confidential - Redacted], while the AIDS
specification estimated a weighted average price rise of [Confidential -
Redacted] (See Annexure A, Table 13).

e Market-wide elasticity -1: Linear demand specification estimated a weighted
average price rise for RACI and IAG of [Confidential - Redacted], while the AIDS
specification estimated a weighted average price rise of [Confidential -
Redacted] (See Annexure A, Table 12).

While the measures that the ACCC has calculated are [Confidential - Redacted] than
Mr Ockerby’'s measures, the ACCC considers that these quantitative measures are
indicative and not determinative and therefore has not given significant weight to
these measures in its single evaluative assessment.

The ACCC also calculated the effect on RACI motor insurance pricing from the
Distribution Agreement. The estimated effect assuming linear and isoelastic
demand functions were:”°

e Linear demand: RACI motor insurance [Confidential - Redacted].

e |soelastic demand: RACI motor insurance [Confidential - Redacted].

The ACCC calculated the effect of the distribution commission using a simple
monopolistic model. When linear demand is assumed, the passthrough of the
commission to price is one half while the isoelastic demand passthrough is greater
than one and depends on the assumed own-price elasticity for RAC-branded
insurance. The ACCC considers the estimate calculated assuming a linear demand
to be a very unlikely lower bound, since this assumption is inconsistent with insurer
pricing. The First Ockerby Report noted differences in cost pass-through, where

701 The ACCC gross margins are contained in Annexure A Table 1. Diversion ratios used are CBAiIQ September 2024 to August
2025 (IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026,
p. 80, Table 9-3. 65005.001.022.0044).

702 [Confidential - Redacted]. [Confidential - Redacted].
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linear demand cost pass-through approaches one when the number of symmetric
firms increase.’®® This is discussed more in Annexure A.

Evaluation of two sets of estimates

10.205. The main reasons for differences in estimates in the Second Ockerby Report and the
ACCC estimates are discussed in Annexure A.

Conclusion

10.206. The ACCC has considered the effects of the Acquisition by comparing the likely
future state of competition if the Acquisition proceeds against the likely future state
of competition if the Acquisition does not proceed.

10.207. On the evidence before it, the ACCC is satisfied that the Acquisition, if put into effect,
would, in all the circumstances, have the effect or be likely to have the effect, of
substantially lessening competition in the market for the supply of motor vehicle
insurance in Western Australia.

10.208. The ACCC's view is based on the following findings:

The Acquisition would result in a substantial increase in IAG’s market share and
a significant increase in market concentration, combining the leading supplier
(RACI) with the third largest insurer (IAG).

IAG and RACI both have strengths which make them effective competitors in the
supply of motor vehicle insurance in Western Australia, with RACI holding a
particularly dominant competitive position in Western Australia.

IAG and RACI are likely to continue to be effective competitors and have a strong
ability and incentive to compete if the Acquisition does not proceed. In the short
to medium term, RACI is likely to continue to compete vigorously. [Confidential -
Redacted].”** [Confidential - Redacted].

The Acquisition would eliminate the competitive pressure that RACI and IAG
impose on each other.

The loss of competition between IAG and RACI is likely to have a meaningful
effect on the process of competition in the supply of motor vehicle insurance in
Western Australia and on outcomes for customers, as other actual and potential
insurers in the market are unlikely to provide a sufficient competitive constraint.

10.209. In reaching these findings, the ACCC has had regard to information and documents
from the Parties, as well as a range of third party materials.

703 |AG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, pp. 75-
76, paras. 299-311. 65005.001.005.1024.

704 [Confidential - Redacted].
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11.

Competition assessment in the supply of motor
vehicle insurance in Western Australia — vertical
effects

The ACCC considered the competitive effects of the Acquisition in the supply of
motor vehicle insurance arising from the merged entity’s increased ability and
incentive to foreclose its rival insurers’ access to vehicle repair services. In
particular, the ACCC has examined whether the Acquisition would enable the
merged entity to require exclusivity or preferential terms of supply from smash
repairers, or otherwise raise its insurer rivals’ costs, with the consequence of
lessening competitive constraints on the merged entity in the supply of motor
vehicle insurance to consumers — above and beyond the lessening resulting from
the horizontal effects of the Acquisition discussed in Section 10 above.

The ACCC considers that the key factors in determining whether vertical effects
could arise are as follows:

e Whether insurers engage smash repairers on a bilateral basis such that there is
bargaining over terms and conditions;

e Whether the merged entity would have the ability and incentive to exercise its
increased bargaining power with respect to smash repairers by seeking
exclusivity or ‘reserving’ repair capacity surplus to its current needs;

e Whether any reduction in spare repair capacity available (potentially creating a
shortfall to other insurers’ needs) and any reduction in the number of repairers
rival insurers can seek repairs from, the cost of repairs for rival insurers would
increase and, in some cases, lead to rivals exiting the supply of insurance; and

e Whether, as a consequence, the merged entity would be able to profitably raise
premiums or worsen terms to motor vehicle insurance customers in Western
Australia above and beyond the horizontal effects in the supply of motor vehicle
insurance.

IAG submits that the Acquisition would not materially increase the merged entity’s
bargaining power in negotiations with smash repairers, because the increase in its
share of insurer-directed repair acquisitions would be modest both nationally and in
Western Australia.”®® IAG submits that repairers would therefore not face a
materially more powerful buyer or any qualitative change in bargaining dynamics,
particularly given a repairers’ ability to source work from multiple providers.”%

The ACCC's assessment is that the merged entity is likely to have the ability to
foreclose or partially foreclose competing insurers’ access to repair services in
certain regions in Western Australia, based on the following findings:

e Insurers engage repairers in various geographic regions in Western Australia on
the basis of bilateral bargaining over terms and conditions. Because customers
value having motor vehicle repairs undertaken close to where they live or work,
repairers in one region are typically not a suitable alternative to repairers located
in other regions.

705 [confidential - Redacted]; IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp.
93-94, para 295-298. 65005.001.005.0849.

706 [Confidential - Redacted]; IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp.
93-94, para 295-298. 65005.001.005.0849.
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e The composition of smash repairers in different geographical markets in
Western Australia vary in size and scale. Analysis of insurer data obtained by the
ACCC from all insurers in Perth and its surrounding areas indicated that there is
a wide variety of repairers, both in types of repairs undertaken (all types, rapid
and specialised), and the size of repairers. Data for selected regional markets
indicates that repairers are heterogeneous in size as the scale of repairer
operations tends to vary, with large repairers existing in each market. Variation in
repairer size was particularly pronounced in Mandurah, Bunbury, Busselton,
Albany and Port Hedland, all regions where the largest repairer undertook
significantly more repairs than the second largest repairer in FY25.

e The Acquisition would result in the merged entity having increased bargaining
power to negotiate lower cost, high-quality, exclusive or priority repairs in certain
regions in Western Australia. The ACCC considers that, post-Acquisition, the
merged entity would be in a strong position to negotiate with key repairers on
priority, exclusivity and/or cost in certain regions, particularly in concentrated
markets where there is a limited number of repairers. These more concentrated
markets are Karratha, Kalgoorlie, Margaret River, Busselton, Geraldton,
Esperance, Broome, and Port Hedland.

The ACCC considers that the merged entity would likely have the ability to fully or
partially foreclose rivals from the supply of repairs in these concentrated regions by
reserving repair capacity in excess of its current needs. Such a strategy could have
the effect of reducing the number of repairers rival insurers can seek repairs from in
these concentrated markets, thereby increasing the cost of repairs for rival insurers
and degrading the quality of competing insurers’ insurance products. In Karratha,
Kalgoorlie and Margaret River, the ACCC considers that post-Acquisition, the
merged entity would be well-positioned to obtain virtual exclusivity with all the
repairers in the region. In the remaining concentrated markets (Busselton, Geraldton,
Esperance, Broome, and Port Hedland), the merged entity would be able to use
similar strategies to leave rival insurers with insufficient repair capacity to meet their
needs, which could significantly raise its rivals’ costs.

Conversely, on the evidence before it, the ACCC does not consider that the merged
entity would have the ability to partially or fully foreclose competing insurers’ access
to repair services in Perth and surrounding areas. This is due to the availability of a
large number of alternative repairers for competing insurers to use.

However, while the ACCC was able to reach an affirmative view on the merged
entity’s ability to fully or partially foreclose competing insurers’ access to repairer
services in these areas post-Acquisition, the ACCC was not able to reach such a
view on the merged entity’s incentive to engage in such conduct in any of the
relevant markets based on the material before it. The ACCC considered that the
increased profits from raising rivals’ costs in certain regional areas would be unlikely
to be more significant than the increased costs of implementing such a strategy.
Accordingly, the ACCC is not satisfied that the Acquisition would give rise to vertical
effects to the point of substantially lessening competition in the supply of motor
vehicle insurance in Western Australia.
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12.

12.1.

12.2.

12.3.

12.4.

Competition assessment in the acquisition of
smash repair services in certain regions in
Western Australia

The ACCC considered the competitive effects of the Acquisition in markets for the
acquisition of smash repair services in certain regions of Western Australia.

The ACCC considers that the key factors in determining whether upstream
horizontal effects could arise are as follows:

e Whether insurers are the main source of smash repairer business (i.e. smash
repairers do not have many outside options for performing repair work);

o Whether there is a single market clearing price for a repair (no significant
variation across insurers reflecting their relative bargaining power);

o Whether the aggregate supply curve of repairs is upward sloping (meaning, as
the aggregate volume of repairs required increases, the cost of additional repairs
is at a higher cost to previous repair volumes); and

e Whether the acquisition would enable the merged entity to profitably reduce its
repair costs by reducing the quality of repair services acquired and subsequently,
the quality-adjusted volume of repairs acquired below competitive levels.

As noted in Section 11 on vertical effects, the Parties submit that the Acquisition
would not materially increase the merged entity’s buyer power in negotiations with
smash repairers, because the increase in its share of insurer-directed repair
acquisitions would be modest both nationally and in Western Australia.”®” The
Parties submit that, post-Acquisition, repairers in Western Australia will not be
confronted with a materially more powerful buyer than they already face in their
negotiations with RACI.”% The Parties submit that the merged entity does not have
the ability or incentive to reduce market demand by writing fewer policies or
degrading policy terms in a way that could lead to repairer exit.”%

The ACCC considers that:

e in some repair markets, there is a single market clearing price for a repair,
meaning there is limited variation in repair prices across insurers. The ACCC's
analysis of insurer repair data shows that, in most cases, insurers pay similar
amounts for repairs in these regional markets;’"°

e in these markets, the buyer share of the merged entity is consistent with having
substantial monopsony power. In particular, in the 12 regional markets analysed,
RACI and IAG cumulatively purchased between [Confidential - Redacted] to
[Confidential - Redacted] of submitted insurer smash repairs in FY25, and in
each of these markets, the merged entity would have a share that is at least
[Confidential - Redacted] higher than RACI’s current share;

707 [Confidential - Redacted]; IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp.
93-94, paras. 295-298. 65005.001.005.0849.

708 [Confidential - Redacted]; IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp.
93-94, paras. 296-298. 65005.001.005.0849.

709 [confidential - Redacted]; IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp.
93-94, paras. 295. 65005.001.005.0849.

710 |n addition to Greater Perth, the 12 regional areas analysed were Albany, Broome, Mandurah, Busselton, Bunbury, Margaret
River, Karratha, Port Hedland, Kalgoorlie, Geraldton, Esperance, and Exmouth.
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12.5.

12.6.

12.7.

13.

13.1.

13.2.

13.3.

e smash repairers do not have sufficient alternative insurer repair volumes
available to them to constrain the merged entity. Information before the ACCC
shows that 80% of smash repair jobs are funded by insurers which represents
around 90% of total volumes of smash repairs.

While the ACCC understands that there is some variation in size and scale of
repairers in different regional markets in Western Australia, there is also some
uniformity across repairers. Given this, the ACCC was unable to conclude that the
aggregate supply curve for repairs is upwards sloping.

While the ACCC found that some of the indicators for a potential competition issue
arising from the exercise of monopsony power are present, the ACCC was unable to
conclude that the merged entity would have both the ability and incentive to exercise
monopsony power to enable the merged entity to reduce its repair costs by reducing
the quality of repair services acquired and subsequently, the quality-adjusted volume
of repairs acquired below competitive levels.

Given the analysis and based on the material before it, the ACCC is not satisfied that
the Acquisition, if put into effect, would, in all the circumstances, have the effect or
be likely to have the effect, of substantially lessening competition in these markets.

Competition assessment in the supply of home
and contents insurance in Western Australia —
horizontal effects

The ACCC has considered the effects of the Acquisition by comparing the likely
future state of competition if the Acquisition proceeds against the likely future state
of competition if the Acquisition does not proceed.

This section sets out the ACCC'’s consideration of the competition effects in home
and contents insurance. It considers the concentration levels, IAG’s position in the
market now and in the future, RACI's position now and in the future, the market
position and strength of other suppliers of home and contents insurance now and in
the future, empirical analysis and barriers to entry/expansion.

On the evidence before it, the ACCC concludes that there is a substantial increase in
concentration in the supply of home and contents insurance in Western Australia as
a result of the Acquisition, high barriers to entry and expansion, and that IAG and
RACI are likely to continue to be effective competitors if the Acquisition does not
proceed. The ACCC is satisfied that the Acquisition, if put into effect, would, in all
the circumstances, have the effect or be likely to have the effect, of substantially
lessening competition in the market for the supply of home and contents insurance
in Western Australia.

Market shares and concentration

13.4.

The supply of home and contents insurance in Western Australia is highly
concentrated, and the Acquisition would result in a significant increase in IAG’s
market share. As a result of the Acquisition, IAG’s share of volumes increases from
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[Confidential - Redacted] to [Confidential - Redacted] (for the 6 months ending
December 2025)”"" [Confidential - Redacted] (see Table 3 below).”"?

Table 3: Share of supply of home and contents insurance in Western Australia’’®

RFI Global (3 RFI Global (6 [Confidential -
Insurer months to months to Redacted]”"®
December 2025)"'* | December 2025)""°
IAG [Confidential - [Confidential - [Confidential -
Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
RACI Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
Merged entity Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
Redacted] Redacted] Redacted]
[Confidential - [Confidential - [Confidential -
Redacted] Redacted] Redacted]
13.5. As shown in Table 3 above, the ACCC has considered APRA market share data

13.6.

during its assessment. The APRA shares were provided to the ACCC as ‘protected
information’ under the APRA Act 1988 (Cth), and the ACCC is unable to disclose that
data to the Parties and is unable to publish that data in this Statement of Reasons.

As noted above in the motor vehicle insurance section, the ACCC considers that
figures reported to APRA from each insurer are likely to be more reliable than the
survey-based data presented by IAG.

711

712

713

714

715

716

[Confidential - Redacted].

[Confidential - Redacted]; IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026,
Annexure 6, p. 127. 65005.001.005.0849.

[Confidential - Redacted]; RFI Global conducts monthly surveys of its panel of consumers to understand the count of
policies attributed to each insurer in that month. The market shares were calculated using this data on a 3 month and 6
month basis.

The figures in the table are market shares using RFls monthly data shown in the source, pooled for 3 months to December
2025; [Confidential - Redacted].

[Confidential - Redacted].
[Confidential - Redacted].
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13.7.

13.8.

13.9.

As shown in Table 3, RACI is the [Confidential - Redacted] supplier of home and
contents insurance in Western Australia and has a [Confidential - Redacted] share
than any other insurer. IAG is the [Confidential - Redacted] of home and contents
insurance.””

Other suppliers in Western Australia include established insurer, Suncorp, which has
a market share of [Confidential - Redacted].”'® The majority of Suncorp’s share is
through supply under its AAMI brand. Allianz, another established insurer, has a
market share of just under [Confidential - Redacted], while QBE has just under
[Confidential - Redacted].”’® The three main challenger brands - Auto & General,
Youi and Hollard- have shares of [Confidential - Redacted], [Confidential -
Redacted] and [Confidential - Redacted] respectively.”?°

Figure 9 shows the market shares of home and contents insurers in Western
Australia from 2017 to 2025.

Figure 9: Market share of supply of home and contents insurance in Western Australia - 6-
month combined rolling sample June 2017 to December 2025 (RFI Global)’?'

[Confidential - Redacted]

13.10.

13.11.

13.12.

13.13.

13.14.

The Acquisition would consolidate an already concentrated market, and result in IAG
being considerably larger than other insurers, with a market share of around 50%.

The ACCC estimates that the post-acquisition HHI for home and contents insurance
in Western Australia would be [Confidential - Redacted] with a delta of [Confidential
- Redacted].”??

As set out above, the Parties submit that concentration measures are not indicative
of actual competition as “concentration levels in Western Australia are inflated by
the market share of RACI in circumstances where RACI’s market share gains have
been driven by behaviour over a number of years that cannot and will not be
sustained in the future.”’23

In effect, the Parties consider the ACCC should not place too much weight on
historical market shares as they do not think RACI will sustain its leading position in
the counterfactual.

As noted above in the motor vehicle insurance section, the ACCC’s view is that
market shares and concentration measures before and after an acquisition are
important determinants of the effect of an acquisition on competition. Further, the
ACCC's finding in respect of the counterfactual is that RACI will continue to be a
strong and effective competitor in the absence of the Acquisition and its future
pricing and approach is unlikely to materially differ from its previous pricing
approach.

717 1AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, Annexure 7, p. 129.
65005.001.005.0849.

718 [Confidential - Redacted].
719 [Confidential - Redacted].
720 [Confidential - Redacted].
721 [Confidential - Redacted].
722 [Confidential - Redacted].

723 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 81, para. 235.
65005.001.005.0849.
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Competition from IAG

13.15. 1AG submits that it has a limited presence in the supply of home and contents

insurance in Western Australia’?* and the strength of the NRMA brand in Western
Australia is overstated in the NOCC.”?°

13.16. Evidence provided by IAG in support of its submission includes IAG’s [Confidential -

Redacted] (between June 2021 and April 2025, the number of active IAG policies in
home and contents insurance [Confidential - Redacted] by [Confidential - Redacted]
from [Confidential - Redacted] to [Confidential - Redacted] and the [Confidential -
Redacted] (survey data on brand awareness from September 2025 showed that
NRMA ranked [Confidential - Redacted] behind other insurers, with RACI being
number [Confidential - Redacted]).”?° IAG submits that the Acquisition combines
RACI with a comparatively modest IAG position [Confidential - Redacted].”?’

13.17. The ACCC's assessment, based on the evidence before it, is that IAG is an effective

competitor in the supply of home and contents insurance in Western Australia. The
ACCC also considers that IAG is likely to be a stronger competitor than it is presently
in the absence of the Acquisition.

13.18. IAG has a strong presence in Western Australia, where it is the third largest home

and contents insurer (see Table 3 above). More broadly, it is one of the two largest
personal lines general insurers in Australia.”?®

13.19. A discussion of IAG as a competitor, including the NRMA brand, IAG’s technology

offering and IAG'’s relationship with reinsurers, is set out in the motor vehicle
insurance section commencing at paragraph 10.15 above. That discussion is also
relevant to home and contents insurance.

13.20. Similarly to motor vehicle insurance, IAG’s [Confidential - Redacted] pricing is

reasonably competitive compared to RACI and most insurers in Western
Australia.”®® [Confidential - Redacted].”*° [Confidential - Redacted].”?’

NRMA brand

13.21. Evidence of NRMA'’s brand strength is discussed at paragraph 10.24 and applies to

home and contents insurance as well. Further evidence in relation to home and
contents insurance specifically is set out below.

e evidence from RACI includes [Confidential - Redacted];”? [Confidential -
Redacted].”??

724

725

726

727

728

729

730

731

732

733

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 80, para. 232.
65005.001.005.0849; [Confidential - Redacted].

[Confidential - Redacted].

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 80-81.
65005.001.005.0849; [Confidential - Redacted)].

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 80-81, paras. 232-233.
65005.001.005.0849; [Confidential - Redacted].

CHOICE, Allianz, NRMA, QBE, AAMI, GIO and Suncorp insurance compared, 13 December 2024; [Confidential - Redacted].
[Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].

[Confidential - Redacted]; [Confidential - Redacted].

[Confidential - Redacted].

[Confidential - Redacted].

[Confidential - Redacted].
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13.22.

13.23.

13.24.

13.25.

e evidence from other insurers and third parties regarding the NRMA brand
includes:

o [Confidential - Redacted].”**
o [Confidential - Redacted].”*°
o [Confidential - Redacted].”*®

o CHOICE's 2025 customer satisfaction survey shows a solid performance by
the NRMA brand, evidencing its strength nationally. In the survey 61% of
NRMA customers rated their experience with NRMA as above average or
excellent.”®” The survey also highlighted that 69% of NRMA customers rated
their claims experience with NRMA as above average or excellent.”38

The ACCC considers that IAG has a strong technology offering which assists with its
competitive position. See discussion at paragraph 10.27 above.

The ACCC also considers that IAG has strong relationships with reinsurers and has
long-dated significant reinsurance arrangements that provide it with “access to long
term stable capital,” which protects it against natural perils volatility.”®° This
provides IAG with a strong financial foundation on which to compete.

While the ACCC accepts that the number of active IAG policies in home and
contents insurance has [Confidential - Redacted] and that NRMA brand recognition
in Western Australia [Confidential - Redacted] based on the survey data, the ACCC
has considered other data provided by IAG that shows that IAG’s share across all of
its brands has remained fairly stable at approximately [Confidential - Redacted]
from 2024 to 2026 (see Figure 9 above).”*° [Confidential - Redacted] also shows
that NRMA had a higher share of voice in Western Australia relative to its market
share in 2025, which means it is looking to grow its customer awareness and
customer share.”"

As with motor vehicle insurance, the ACCC considers that IAG is likely to compete
even more effectively in the future absent the Acquisition by continuing to use its
competitive advantages and by increasing its marketing, media spend and brand
awareness in Western Australia.

Competition from RACI

13.26.

The ACCC’s assessment is that RACI is a strong and effective competitor in Western
Australia in the supply of home and contents insurance. Evidence before the ACCC
demonstrates that RACI is the dominant supplier of home and contents insurance in
Western Australia, with high-quality offerings, competitive pricing, and strong brand
reputation.

734 [Confidential - Redacted].
735 [Confidential - Redacted].
736 [Confidential - Redacted].
737 CHOICE, CHOICE home insurance survey: RACQ in top spot for customer experience again, 12 May 2025.

738 CHOICE, CHOICE home insurance survey: RACQ in top spot for customer experience again, 12 May 2025.
739 [Confidential - Redacted].
740 [Confidential - Redacted].
741 [Confidential - Redacted].
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RACI’s market position

13.27. Evidence before the ACCC shows that RACI is consistently viewed as the leading

provider on all aspects of its product and service offering in the Western Australian
home and contents insurance market. In particular:

¢ [Confidential - Redacted]’*? [Confidential - Redacted]’*?

¢ [Confidential - Redacted]’#/ [Confidential - Redacted],’*° [Confidential -
Redacted]’*® [Confidential - Redacted].

e As with motor vehicle insurance, rival insurers acknowledge RACI's strength in
the Western Australia market. [Confidential - Redacted] provided that RACI is by
far the biggest player in the market in Western Australia.”*’ [Confidential -
Redacted] provided that RACI has grown quite strongly,”*® and that it appears
RACI has a loyal customer base.”*° [Confidential - Redacted] also considers that
“the Car Insurance and Home Insurance marketplace in Western Australia is
unique to any other state with RACI holding a dominant market position, and
brand performance, not seen in any other brand, in any other state.””%°
[Confidential - Redacted] stated that the strongest brand in the Western
Australia market is RACI.”®" [Confidential - Redacted] stated that RACl is a
strong competitor and it is difficult to poach customers from RACI because they
can be competitive on service and price simultaneously and when they are
poached away, it is difficult to keep them from going back to RACI.”*?

13.28. In relation to market share, the ACCC understands that RACI's dominance does not

just reflect a historical or legacy position:

e Data shows that RACI has experienced [Confidential - Redacted] in home and
contents insurance since 2017 — [Confidential - Redacted] from [Confidential -
Redacted] to [Confidential - Redacted] in late 2023.75°

¢ [Confidential - Redacted].”>*

¢ [Confidential - Redacted], RACI's market share [Confidential - Redacted] since
2023, [Confidential - Redacted] at [Confidential - Redacted] in December
2025.7%

742

743

744

745

746

747

748

749

750

751

752

753

754

[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].
[Confidential - Redacted].

[Confidential - Redacted]; IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026,
Annexure 7, p. 127. 65005.001.005.0849.

[Confidential - Redacted].

[Confidential - Redacted]; IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026,
Annexure 7, p. 127. 65005.001.005.0849.
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RACI's pricing

13.29.
13.30.

13.31.

13.32.
13.33.

13.34.

13.35.

The Parties submit that, [Confidential - Redacted]’>®

The ACCC accepts that RACI is not currently one of the lowest priced insurers in the
market. However, the ACCC considers that RACI has been competitive on price over
a long period of time. The ACCC considers that the evidence before it suggests that
RACI will likely return to being one of the lower-cost insurers in the market in the
short to medium term. In this regard, [Confidential - Redacted].”” As with its motor
insurance products, [Confidential - Redacted].”>®

RACI has a history of low prices in home and contents insurance:

According to RACI [Confidential - Redacted],’>° [Confidential - Redacted].”¢°

[Confidential - Redacted]’®" and that RAC [Confidential - Redacted] 72
[Confidential - Redacted].”®?

[Confidential - Redacted] provided that RACI is historically competitive on price
and is currently competitive,’®* [Confidential - Redacted] noted that RACI has a
competitive price.”®®

[Confidential - Redacted]’®® [Confidential - Redacted]’®’

[Confidential - Redacted] (see paragraph 10.32 of the motor vehicle insurance
section for further explanation).

[Confidential - Redacted].”® [Confidential - Redacted]:

[Confidential - Redacted],’®°
[Confidential - Redacted];””° and

[Confidential - Redacted].””"

[Confidential - Redacted].”’? [Confidential - Redacted].”’?

756 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 35. 65005.001.005.0849.
757 [Confidential - Redacted].

788 [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted)].
7% [Confidential - Redacted].

760 [Confidential - Redacted].

761 [Confidential - Redacted].

762 [Confidential - Redacted].

763 [Confidential - Redacted].

764 [Confidential - Redacted].

765 [Confidential - Redacted].

766 [Confidential - Redacted].

767 [Confidential - Redacted].

768 [Confidential - Redacted]; [Confidential - Redacted].

769 [Confidential - Redacted]; [Confidential - Redacted)].

770 [Confidential - Redacted].

771 [Confidential - Redacted]; [Confidential - Redacted)].

772 [Confidential - Redacted].

773 [Confidential - Redacted].
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RACI's service quality

13.36. The ACCC considers that RACI competes strongly on service quality, including
customer service and claims handling, which provides it with a key competitive
advantage over rival insurers. The ACCC considers that, as a member-owned
organisation, RACI has a focus on member satisfaction that translates to high
service quality.

13.37. RAC's service quality is discussed above in the motor vehicle insurance section.
That analysis is equally applicable to RACI’s service quality in home and contents
insurance.

13.38. In addition, ACCC analysis of CHOICE’s 2025 customer satisfaction survey data
shows that RACI’s performance in relation to customer experience (Figure 10) and
claims experience (Figure 11) for home and contents insurance is on par or better
than most rival insurers available in the Western Australia market.

Figure 10: CHOICE 2025 Customer Satisfaction Survey — Overall Experience (Home)

[Confidential - Redacted]

Figure 11: CHOICE 2025 Customer Satisfaction Survey - Claims Experience (Home)
[Confidential - Redacted]

13.39. Further, the ACCC combined AFCA complaint data with risks insured data from
APRA to create an AFCA complaints per 100,000 risks insured metric. In home and
contents insurance, [Confidential - Redacted], compared to [Confidential -
Redacted].”’*

RACI's brand
13.40. The ACCC considers that RACI has a strong, trusted and resilient brand in Western
Australia.

13.41. RACI's strong brand and reputation is discussed above from paragraph 10.48 in the
motor vehicle insurance section. That analysis is equally applicable to RACI's brand
in home and contents insurance.

13.42. In addition, ACCC analysis of CHOICE’s 2025 customer satisfaction survey data
demonstrates that RACI customers are relatively more likely to renew their home
insurance with RACI than customers of other insurers (Figure 12).

Figure 12: CHOICE 2025 Customer Satisfaction Survey — Customer renewals (Home)

[Confidential - Redacted]

774 [Confidential - Redacted]; [Confidential - Redacted)].
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Competition between IAG and RACI

Product offering, quality and brand

13.43. As with motor vehicle insurance, the Parties provide similar home and contents
products in terms of price, coverage and service quality and both have strong
brands. [Confidential - Redacted].””®

13.44.

13.45.

13.46.

Third party material also supports the view that the Parties compete closely on
brand, reputation and loyalty, and service in the market.”’®

The ACCC also considered publicly available information from comparison site
Canstar. Canstar provides a home insurance price rating that reflects the median
premium across quotes for a sample of addresses in each state.””” The price guide
classifies premiums as ‘S’ lower than the market average, ‘S$’ generally in line with
the market average, or ‘SS$’ higher than the market average, based on a range of
quotes and assumptions across different insurance providers.”’8

The ACCC conducted a comparison search for a home and contents policy in
Western Australia.””® For select insurers, the comparison search provided:

Canstar Price Guide780

Insurers / Products

$

APIA Home & Contents Extra (Suncorp), GIO Classic Extras Home & Contents
(Suncorp), Suncorp Insurance Classic Extras Home & Contents (Suncorp), Budget
Direct Home & Contents (Auto & General), NRMA Insurance Home & Contents
(IAG), QBE Home & Contents Insurance (QBE), AAMI Home & Contents (Suncorp),
Coles Insurance Home & Contents (Suncorp), GIO Classic Home & Contents
(Suncorp), ING Home & Contents (Auto & General), Ozicare Home & Contents
(Auto & General), Qantas Home and Contents Insurance (Auto & General),
Suncorp Insurance Classic Home & Contents (Suncorp), APIA Home & Contents
(Suncorp), RAC Home & Contents (RACI).

$$

NRMA Insurance Plus Home & Contents (IAG), GIO Platinum Home & Contents
(Suncorp), Suncorp Insurance Classic Advantages Home & Contents (Suncorp),
Allianz Australia Home & Contents Insurance (Allianz), GMCU Home & Contents
(Allianz), YOUI Home & Contents (Youi), Australian Unity Home & Contents
(Allianz), Bank of Melbourne Home & Contents Insurance (Allianz), BankSA Home
& Contents Insurance (Allianz), BOQ Home & Contents (prior to 1 October 2026 -
Royal Automobile Club of Queensland, post 1 October 2026 — Zurich Australian
Insurance), Comminsure Home & Contents Insurance - Classic (Hollard), Great
Southern Bank Home & Contents (Allianz), Honey Insurance Home & Contents
(prior to 1 October 2026 - Royal Automobile Club of Queensland, post 1 October
2026 — Zurich Australian Insurance), Hume Bank Home & Contents (Allianz), IMB
Home & Contents (Allianz), Kogan Insurance Home & Contents Insurance
(Allianz), St.George Bank Home & Contents Insurance (Allianz), Westpac Home &
Contents Insurance (Allianz), Everyday Insurance Standard Home & Contents
(Hollard), Real Insurance Essential Home & Contents (Hollard), Aussie Home &
Contents (Allianz), Aust Seniors Insurance Agency Essential Home & Contents

775 [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential -
Redacted]; [Confidential - Redacted].

776 [Confidential - Redacted]; [Confidential - Redacted)].
777 Canstar, Home and Contents Insurance ‘Price Guide’ in Home Insurance Comparison.
778  Canstar, Star Ratings & Award Methodology — Car Insurance, June 2026.

779 ACCC, Canstar Car Insurance Comparison search results for Western Australia (30-39 years, male), 9 September 2026.
65005.001.072.0031.

780 ACCC, Canstar Car Insurance Comparison search results for Western Australia (30-39 years, male), 9 September 2026.
65005.001.072.0031.
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Canstar Price Guide780 Insurers / Products

Hollard), National Seniors Home & Contents (Allianz), Huddle Insurance Basic
Building & Contents Insurance (Hollard).

$8S ANZ Home Insurance - Plus (IAG), Australian Military Bank Home Insurance -
Plus (IAG), Bendigo Bank Home Insurance - Plus, (IAG) Defence Bank Home
Insurance - Plus (IAG), People First Bank Home Insurance - Plus (IAG), Huddle
Insurance Comprehensive Building & Contents Insurance (Hollard), Real Insurance
Top Home & Contents (Hollard), AHM Comprehensive Home and Contents
(Hollard), ANZ Home Insurance - Standard (IAG), Aust Seniors Insurance Agency
Top Home & Contents (Hollard), Australian Military Bank Home Insurance -
Standard (IAG), Bendigo Bank Home Insurance - Standard (IAG), BUPA
Insurance Comprehensive Home & Contents (Hollard), BUPA Insurance Ultimate
Home & Contents (Hollard), Comminsure Home & Contents Insurance — Plus
(Hollard), Defence Bank Home Insurance — Standard (IAG), Everyday Insurance
Comprehensive Home & Contents (Hollard), Huddle Insurance Huddle Black
Comprehensive Home & Contents Insurance (Hollard), People First Bank Home
Insurance - Standard (IAG), BUPA Insurance Basics Home & Contents (Hollard),
NAB Home & Contents (Allianz), AHM Basic Home and Contents (Hollard), Guild
Insurance Home Elite Home & Contents (Guild), Shannons Insurance Home &
Contents (Suncorp), Guild Insurance Home Essential Home & Contents (Guild).

13.47.

13.48.

13.49.

The comparison search highlights that IAG and RACI's insurance products are
among the cheapest cohort (being in the $ cohort). IAG’s premium product is in the
middle cohort ($$ cohort). This comparison indicates that IAG and RACI’'s main
home and contents insurance products are highly comparable.

Canstar also provides a home insurance cover rating to assess the
comprehensiveness of cover offered by insurance policies. Cover ratings (out of
five) are calculated by weighing scores given for each cover category (including,
building cover, rebuild and repair options, contents cover, accidental damage, events
cover and flood cover).”®

The ACCC conducted a comparison search for a home and contents policy in
Western Australia.”®? For select insurers, the comparison search provided:

Canstar Star Rating’83 Insurers / products

5 stars GIO Classic Extras Home & Contents (Suncorp), Suncorp Insurance Classic
Extras Home & Contents (Suncorp), QBE Home & Contents Insurance
(QBE), AAMI Home & Contents (Suncorp), NRMA Insurance Plus Home &
Contents (IAG), GIO Platinum Home & Contents (Suncorp), Suncorp
Insurance Classic Advantages Home & Contents (Suncorp), Allianz
Australia Home & Contents Insurance (Allianz), ANZ Home Insurance -
Plus (IAG), Australian Military Bank Home Insurance - Plus (IAG),
Bendigo Bank Home Insurance - Plus (IAG), Defence Bank Home
Insurance - Plus (IAG), People First Bank Home Insurance - Plus (IAG)

4 stars APIA Home & Contents Extra, Budget Direct Home & Contents (Flood cover
opted in) (Suncorp), Coles Insurance Home & Contents (Flood cover opted
in) (Suncorp), GIO Classic Home & Contents (Suncorp), ING Home &
Contents (Flood cover opted in) (Auto & General), Ozicare Home &
Contents (Flood cover opted in) (Auto & General), Qantas Home and
Contents Insurance (Flood cover opted in) (Auto & General), GMCU Home
& Contents (Allianz), Australian Unity Home & Contents (Allianz), Bank of

781 Canstar, Cover Rating Methodology — Home Insurance & Landlord Insurance, accessed 22 September 2026.

782 ACCC, Canstar Home and Contents Insurance Comparison search results for Western Australia, 9 September 2026.
65005.001.072.0001.

78 ACCC, Canstar Home and Contents Insurance Comparison search results for Western Australia, 9 September 2026.
65005.001.072.0001.
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13.50.

Premiums and pricing

13.51.

13.52.

Canstar Star Rating’83

Insurers / products

Melbourne Home & Contents Insurance (Allianz), BankSA Home &
Contents Insurance (Allianz), BOQ Home & Contents (prior to 1 October
2026 - Royal Automobile Club of Queensland, post 1 October 2026 -
Zurich Australian Insurance), Honey Insurance Home & Contents (prior to 1
October 2026 — Royal Automobile Club of Queensland, post 1 October
2026 — Zurich Australian Insurance), Real Insurance Top Home & Contents
(Hollard), Bendigo Bank Home Insurance — Standard (IAG), Comminsure
Home & Contents Insurance — Plus (Hollard), Defence Bank Home
Insurance - Standard (IAG), Everyday Insurance Comprehensive Home &
Contents (Hollard)

3 stars

NRMA Insurance Home & Contents (IAG), Suncorp Insurance Classic
Home & Contents (Suncorp), APIA Home & Contents (Suncorp), RAC Home
& Contents (RACI), YOUI Home & Contents (Youi), CommInsure Home &
Contents Insurance - Classic (Hollard), Great Southern Bank Home &
Contents (Allianz), Hume Bank Home & Contents (Allianz), IMB Home &
Contents (Allianz), Kogan Insurance Home & Contents Insurance (Allianz),
St. George Bank Home & Contents Insurance (Allianz), Westpac Home &
Contents Insurance (Allianz), Everyday Insurance Standard Home &
Contents (Hollard), Real Insurance Essential Home & Contents (Hollard),
National Seniors Home & Contents (Allianz), Huddle Insurance
Comprehensive Building & Contents Insurance (Hollard), AHM
Comprehensive Home and Contents (Hollard), Aust Seniors Insurance
Agency Top Home & Contents (Hollard), Australian Military Bank Home
Insurance - Standard (IAG), BUPA Insurance Comprehensive Home &
Contents (Hollard), BUPA Insurance Ultimate Home & Contents (Hollard),
Huddle Insurance Huddle Black Comprehensive Home & Contents
Insurance (Hollard), People First Bank Home Insurance - Standard (IAG),
BUPA Insurance Basics Home & Contents (Hollard), NAB Home & Contents
(Allianz), AHM Basic Home and Contents (Hollard), Guild Insurance Home
Elite Home & Contents (Guild), Shannons Insurance Home & Contents
(Suncorp), Guild Insurance Home Essential Home & Contents (Guild)

2 stars

Aussie Home & Contents (Allianz), Aust Seniors Insurance Agency
Essential Home & Contents (Hollard), Huddle Insurance Basic Building &
Contents Insurance (Hollard)

1 star

No products displayed with a 1-star Cover Rating

The comparison search highlights that IAG and RACI's insurance products are both

in the middle cohort with 3 stars. IAG’s premium product is in the top cohort with 5
stars. This comparison also indicates that IAG and RACI's main home and contents
insurance products are highly comparable.

In its response to the NOCC, IAG submits that a comparison of the Parties’ average

and median premiums does not constitute evidence of the closeness of competition
due to the premium values lacking an adjustment for the sum insured. [Confidential

- Redacted].”®*

The ACCC analysed the Parties’ average home and contents premiums for new

risks, controlling for the insured values of those policies (Figure 13),’8° although as
noted in Section 10 commencing at paragraph 10.64, the sum insured is one of
many factors included in the coverage of a policy. The results show that IAG and

784

785

[Confidential - Redacted].

[Confidential - Redacted]; [Confidential - Redacted].
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RACI have historically priced their policies at relatively similar levels. An extension of
this pricing analysis to other insurers was not possible given data constraints.

Figure 13: Average home and contents insurance premium per $100,000 insured for new
policies

[Confidential - Redacted]

13.53. As noted in Section 10 from paragraph 10.64 onwards, the ACCC considers
analysing the correlation of annual price changes insightful. Figure 14 shows that
[Confidential - Redacted].”®¢ [Confidential - Redacted].

Figure 14: Home insurance - annual change in median premium of new risks insured
[Confidential - Redacted]
13.54. [Confidential - Redacted].”®” [Confidential - Redacted].

Figure 15: Median home and contents insurance premiums in Western Australia by insurer
[Confidential - Redacted]

13.55. [Confidential - Redacted].

Switching data and diversion ratios

13.56. As highlighted in paragraphs 10.71 to 10.73, the ACCC considers diversion ratios are
a key metric to assess the closeness of competition between two firms, and that
there is a benefit to considering diversion ratios calculated from multiple sources of
data.’8®

13.57. ACCC analysis of switching rates and diversion ratios using CommBank iQ data for
home and contents insurance policies is set out below.

Switching between insurers

13.58. As noted in paragraph 10.74 above, the Parties submit that CommBank iQ data
provides a more reliable source for calculating diversion ratios given that the data
only captures switches between insurers and is based on more observations of
switching.”®® While it still considers the data useful, the ACCC noted specific
limitations to the CommBank iQ switching data in paragraph 10.75.

13.59. Paragraphs 10.76 to 10.78 provide an analysis of the switching rates from the
CommBank iQ data, noting that these switching rates reflect switching for both
motor vehicle and home and contents insurance combined.

Diversion ratios for home and contents insurance

13.60. As noted in paragraph 10.79, aggregated switching data can be converted to
diversion ratios for home and contents insurance and motor vehicle insurance.

786 [Confidential - Redacted]; [Confidential - Redacted].
787 [Confidential - Redacted].

788 ACCC, Merger assessment guidelines, 20 June 2025, para. 2.5; ACCC, IAG and RAC Insurance (Report of Patrick Smith, RBB
Economics), 22 May 2026, p. 16. 65005.001.051.0001.

789 [Confidential - Redacted].
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Using CommBank iQ combined switching data for the period September 2023 to
August 2024, the ACCC estimated that [Confidential - Redacted] of lapsed IAG
home and contents insurance customers diverted to RACI, and [Confidential -
Redacted] of lapsed RACI customers diverted to IAG.”°° The [Confidential -
Redacted] diversion ratio of lapsed IAG home and contents customers diverting to
RACI ([Confidential - Redacted]) compared to the combined motor vehicle and
home and contents diversion ratio ([Confidential - Redacted]) reflects a
[Confidential - Redacted] market share implied diversion ratio for home and
contents ([Confidential - Redacted]) compared to motor vehicle ([Confidential -
Redacted]) over that same period.

13.61. In a similar fashion the ACCC has converted the CommBank iQ combined switching
data for the period September 2024 to August 2025 to a diversion ratio for home
and contents policies. The ACCC calculates [Confidential - Redacted] of lapsed IAG
home and contents insurance customers diverted to RACI, and [Confidential -
Redacted] of lapsed RACI customers diverted to IAG.

13.62. Inthe Second Ockerby Report, Mr Ockerby submits diversion ratios for home and
contents insurance policies across all insurers in Western Australia based on
2024-25 CommBank iQ data (Table 9-4, Second Ockerby Report).”®! These ratios
largely mirror those calculated by the ACCC based on this data.

13.63. Additionally, Mr Ockerby submits market share implied diversion ratios for home
and contents insurance policies based on market share data from RFI Global (see
Table 9-6, Second Ockerby Report).”? [Confidential - Redacted].

13.64. The estimates of diversion ratios show [Confidential - Redacted]. Considered in
combination with the Parties overlapping in both product coverage and customer
locations, the ACCC considers that the diversion ratios show that the Parties are
individually strong competitors in home and contents insurance and there is
significant competition between them.

Distribution Agreement between IAG and RACI

13.65. The ACCC refers to the submissions and assessment relating to the Distribution
Agreement at paragraphs 10.91 to 10.104.

13.66. In line with that assessment, the ACCC considers that the Distribution Agreement is
unlikely to provide an adequate constraint on IAG’s conduct in relation to the supply
and pricing of RAC branded home and contents insurance products post-
Acquisition.

Competition from remaining suppliers

13.67. Post-Acquisition, there would remain a number of other suppliers of home and
contents insurance in Western Australia. The ACCC has considered whether these
remaining suppliers are likely to pose a sufficient constraint on the merged entity
such that it cannot raise prices and/or decrease service levels post-Acquisition.

790 [Confidential - Redacted].

791 |AG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p. 80,
Table 9-4. 65005.001.022.0044.

792 |AG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p. 81,
Table 9-6. 65005.001.022.0044.
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13.68.

13.69.

13.70.

The Parties' submissions regarding the competitive constraint imposed by other
insurers in Western Australia are set out above in the section on motor vehicle
insurance.

The ACCC considers that alternative insurers operating in Western Australia would
continue to provide a degree of competition in the supply of home and contents
insurance following the Acquisition. However, the ACCC has found based on the
evidence before it, that the alternative insurers are unlikely to pose a sufficient
constraint such that the merged entity would not be able to raise prices and/or
decrease service levels post-Acquisition.

This section sets out the ACCC'’s findings on the level of competitive constraint from
established brands (Suncorp, Allianz, QBE) and mid-tier brands (A&G, Youi, Hollard).
The discussion above in the section on motor vehicle insurance, discussing the level
of brand awareness and marketing and media spend, is also relevant to home and
contents insurance. This section therefore focuses on market shares and market
position.

Market shares

13.71.

13.72.

13.73.

13.74.

The ACCC considers that most of the established and mid-tier insurers have
struggled to build and maintain market share in the supply of home and contents
insurance in Western Australia. This contrasts with the position of established
insurers in other Australian states, as well as the overall growth mid-tier insurers
have achieved in other states. The relatively low market shares and growth in
Western Australia appear to be due, at least in part, to the strong competitive
position of RACI, including its high levels of brand awareness and customer loyalty.

While the ACCC accepts Suncorp and Auto & General are sizeable competitors, the
other suppliers of home and contents insurance in Western Australia have a
comparatively small market presence. The evidence indicates that other suppliers
have generally struggled to grow in the market, with several stating the difficulties of
growing are due to RACI’s brand strength and scale and the fact that Western
Australians tend to prefer Western Australian businesses.’”®®

The ACCC understands that established insurers in Western Australia have, overall,
seen either erosion or lack of growth in their market share over time, and that their
shares in Western Australia are lower than their national shares.

Market share data provided by IAG shows that most national established brands
(including IAG itself) have considerably lower market share in Western Australia
than they do nationally. For example, as at December 2025, Suncorp has
[Confidential - Redacted] market share in home and contents insurance nationally
and [Confidential - Redacted] share in Western Australia; Allianz has [Confidential -
Redacted] nationally and [Confidential - Redacted] in Western Australia.”®* The data
also shows that in the period from 2017 to 2025, the market shares of the
established insurers in Western Australia [Confidential - Redacted]. In June 2017,
Suncorp, Allianz and QBE together had a combined market share in Western

793 [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential -
Redacted]; [Confidential - Redacted]; [Confidential - Redacted].

794 [Confidential - Redacted]; IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026,
Annexure 7, p. 127. 65005.001.005.0849.
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Australia of [Confidential - Redacted].”°® As at December 2025, this [Confidential -
Redacted] to approximately [Confidential - Redacted] in Western Australia,
compared to approximately [Confidential - Redacted] nationwide. The most marked
change was to QBE’s market share, which [Confidential - Redacted] from
[Confidential - Redacted] to [Confidential - Redacted] in Western Australia.”®®
Following that was Allianz, with a [Confidential - Redacted] from [Confidential -
Redacted] to [Confidential - Redacted] and then Suncorp, with a [Confidential -
Redacted] from [Confidential - Redacted] to [Confidential - Redacted].

13.75. The ACCC refers to the evidence from established insurers (Suncorp and Allianz) set

out at paragraphs 10.117 to 10.119 to, which the ACCC considers shows that it is
more challenging for insurers to grow its market share in Western Australia than
other states. The ACCC also refers to an [Confidential - Redacted].”?” [Confidential -
Redacted].”*®

13.76. 1AG submits that challenger brands Youi and Auto & General have successfully

grown their market share in Western Australia.”®®

13.77. The ACCC considers that Auto & General is the only challenger brand to have lifted

its market share materially above [Confidential - Redacted] over the period from
June 2017 to December 2025 ([Confidential - Redacted]). Youi’'s market share in
home and contents insurance in Western Australia is [Confidential - Redacted] and
has [Confidential - Redacted] over time. Hollard’s market share is also [Confidential
- Redacted]. Market shares are also lower at the state level compared to the national
level, with the three challenger brands (Auto & General, Youi and Hollard) collectively
having [Confidential - Redacted] market share in home and contents insurance in
Western Australia as at December 2025, compared to [Confidential - Redacted]
nationwide. This is based on the RFI Global data submitted by IAG.

13.78. The ACCC refers to the evidence from the mid-tier insurers (including [Confidential -

Redacted]) set out at paragraphs 10.121 to 10.122, which the ACCC considers
indicates that they have had difficulty making headway in the Western Australia
market and have had to spend more on marketing and employ more strategies
(compared to other parts of Australia) to acquire customers and market share.

Market position of insurers

13.79. The Parties submit that there will remain six insurers that will continue to compete

strongly and effectively with the merged entity post-Acquisition.8

13.80. As with motor vehicle insurance, IAG submits that [Confidential - Redacted].8"

[Confidential - Redacted].%2

795

796

797

798

799

800

801

802

[Confidential - Redacted]; IAG, Notification of Acquisition = Accompanying Submission to Notification, 3 March 2026,
Annexure 7, p. 127. 65005.001.005.0849.

[Confidential - Redacted]; IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026,
Annexure 7, p. 127. 65005.001.005.0849.

[Confidential - Redacted].
[Confidential - Redacted]; [Confidential - Redacted].

IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 10-11, paras 29-30.
65005.001.005.0849.

[Confidential - Redacted].
IAG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 16. 65005.001.005.0849.

IAG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, p. 17,
paras. [60], [62]. 65005.001.005.1024.

104



Statement of Reasons | IAG — RAC Insurance (MN-65005)

13.81.

13.82.

13.83.

13.84.

13.85.

RACI submits that it does not view IAG as its closest competitor, and regards AAMI
(Suncorp), Budget Direct (Auto & General) and Youi as closer rivals in both home and
contents insurance as well as motor (see paragraph 10.133 above).8% RACI also
submits [Confidential - Redacted].?%

The ACCC considered evidence of how insurers view other providers in the home
and contents market. The evidence before the ACCC regarding the market position
of insurers is largely relevant to both motor and home and contents insurance. See
paragraphs 10.130 to 10.137 above.

The ACCC considers that the Parties’ internal documents [Confidential - Redacted)].
As noted above, [Confidential - Redacted]?°® [Confidential - Redacted].%
[Confidential - Redacted].?%”

The Parties’ documents are consistent with evidence from third party insurers
provided at paragraph 10.135 above. In particular, for home and contents insurance:

e As stated above in the motor vehicle insurance section, [Confidential -
Redacted] gave evidence that [Confidential - Redacted] considers RACI, Suncorp
(through its AAMI brand) and IAG to be the three biggest competitors in Western
Australia.8%

¢ [Confidential - Redacted] gave evidence that while the motoring clubs are
generally “less of an issue” in home and contents insurance than in motor
insurance, it is different in Western Australia as the motoring club (i.e. RACI) still
has a relatively high market share in home and contents insurance. [Confidential
- Redacted] considers its other key competitors in the supply of home and
contents insurance in Western Australia to be AAMI (Suncorp) and [Confidential
- Redacted].8%°

e [Confidential - Redacted] gave evidence that [Confidential - Redacted] 2"
[Confidential - Redacted].®"" [Confidential - Redacted].?'?

As with motor vehicle insurance, the ACCC considers that evidence from third
parties reinforces the view of RACI as a strong and effective competitor in the
supply of home and contents insurance in Western Australia and highlights the
difficulties other insurers would face competing against the merged entity, see
paragraph 10.137 above.

Likelihood of entry or expansion

13.86.

The Parties submit that barriers to entry and/or expansion may exist but reject any
contention that the barriers are high enough to foreclose new entry or expansion.®3

803 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 10, para 16(e).
65005.001.005.0849.

804 [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted].

805 [Confidential - Redacted].

806 [Confidential - Redacted].

807 [Confidential - Redacted].

808 [Confidential - Redacted].

809 [Confidential - Redacted].

810 [Confidential - Redacted].

811 [Confidential - Redacted].

812 [Confidential - Redacted].

813 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 82. 65005.001.005.0849.
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13.87.

13.88.

13.89.

13.90.

13.91.

13.92.

13.93.

The ACCC considers that the barriers to entry and expansion into the supply of
home and contents insurance are either the same or similar to the barriers to entry
and expansion into the supply of motor vehicle insurance (see paragraph 10.142
above).

In particular, the significant regulatory requirements, capital and reinsurance
requirements, development of sales channels and claims processes and the
marketing costs to establish brand awareness are the same as motor vehicle
insurance.®™ While the need to establish repair/replacement networks with home
and building repairers and to develop data are similar, these barriers are slightly
higher for home and contents insurance and this is because a home and its
contents is a more complex asset than a motor vehicle.

While motor vehicle repairs can be undertaken by smash repairers using more
standardised processes and parts networks, home repairs are generally bespoke in
nature and often require coordination across multiple trades and suppliers over an
extended period of time. The nature and scope of any repair work is a function of the
property, construction type, location, cause and extent of damage and applicable
building standards. Replacement parts are generally not always readily available.®™

In Western Australia in particular, [Confidential - Redacted] highlighted particular
geographic and logistical factors that affected costs. These factors include the
availability and cost of building materials and trades, as well as the impact of the
local weather events (such as flooding).8'¢

The risk assessment for home and its contents is also more complex than that for a
motor vehicle. Risk assessment for a home and its contents tends to require
different and more extensive data to inform premiums. A new entrant insurer
without comparable data may face adverse selection issues in trying to price their
risk, in that it might price high risk customers too cheaply and lower risk customers
too high compared with other insurers with bigger data sets.

As set out above in detail, Youi is the most recent successful new entrant in the
home and contents insurance market in Western Australia. Youi entered in 2009 and
currently has a [Confidential - Redacted] share in home and contents insurance in
Western Australia as at December 2025 (and this was [Confidential - Redacted] in
June 2025). By way of contrast, it had a [Confidential - Redacted] share of motor
vehicle insurance in Queensland and [Confidential - Redacted] share of home and
contents insurance in South Australia as at June 2025.8"7

[Confidential - Redacted] stated that, to expand in this market, an insurer needed to
do a range of things, including increasing marketing spend to increase brand
awareness, lowering prices, improving service quality and service perception.8'8
[Confidential - Redacted] noted that it has commenced efforts over the last 12
months to improve its position but has not seen the market share growth.8?

814 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, pp. 82-83.
65005.001.005.0849.

815 [Confidential - Redacted].
816 [Confidential - Redacted].

817 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 5, footnote 9.
65005.001.005.0849.

818 [Confidential - Redacted].
819 [Confidential - Redacted].
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13.94. Given the above and taking into account the detailed discussion on the likelihood of
entry or expansion in the section on motor vehicle insurance, the ACCC considers,
based on the evidence before it, that timely and sufficient entry or expansion in
home and contents insurance to constrain the merged entity is not likely. While
expansion is more likely than entry, it is still unlikely that existing insurers would be
able to expand in a timely and sufficient manner to offset the loss of competition
caused by the Acquisition.

Empirical price effect analysis

Overview

13.95. As in the motor vehicle insurance empirical analysis section, the Parties submit that
empirical price effects analysis demonstrates that the Acquisition is unlikely to
substantially lessen competition in the supply of home and contents insurance in
Western Australia.®?° The Parties submitted empirical analysis including estimates
of gross upward pricing pressure indexes (GUPPIs), indicative price rises (IPRs), and
merger simulation in relation to both motor vehicle and home insurance in Western
Australia.

13.96. As discussed in the motor vehicle insurance price effects section, the ACCC
considers that there are significant limitations to empirical price effects analysis
and that such analysis is neither determinative of the likely price effects of an
acquisition nor of the question of whether an acquisition leads to a substantial
lessening of competition. However, as in motor vehicle insurance, while the
measures that the ACCC has calculated are [Confidential - Redacted] Mr Ockerby’s
measures, the ACCC considers that these quantitative measures are indicative and
not determinative and therefore has not given significant weight to these measures
in its single evaluative judgment.

13.97. Empirical price effects analysis for the supply of home and contents insurance
follows the same structure as the price effects in motor vehicle insurance.

Estimates provided by the Parties

13.98. The First and Second Ockerby Reports provided the following estimates for GUPPIs
and IPRs:

¢ [Confidential - Redacted].

e [Confidential - Redacted] linear demand model (without Slutsky symmetry) and
the high estimate is the [Confidential - Redacted].??’

13.99. The GUPPI is as set out in the First Ockerby Report with an adjustment for the gross
margin.®?2 The IPR low estimate is from the linear IPR model in the Second Ockerby

820 |AG, Notification of Acquisition — Accompanying Submission to Notification, 3 March 2026, p. 74,
65005.001.005.0849; [Confidential - Redacted].

821 |soelastic IPR and GUPPI are from the First Ockerby Report which used gross margins on a net premium basis: IAG, Jason
Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026.
65005.001.005.1024. The linear IPR is calculated using gross margins on a gross premium basis from the Second Ockerby
Report: IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July
2026. 65005.001.022.0044.

822 |AG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, pp. 60,
Table 5-9. 65005.001.005.1024. GUPPIs adjusted by multiplying by [Confidential - Redacted] for IAG home, and
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Report®?3 and the high estimate is the isoelastic IPR estimate provided in the First
Ockerby Report.®?* The above estimates assume a [Confidential - Redacted], gross
margins using gross premium, and [Confidential - Redacted] of RACI’s ability to
raise prices.

13.100. The Second Ockerby Report also included the results of linear merger simulation.

The report modelled a whole-of-market elasticity of [Confidential - Redacted] for
home and contents insurance to reflect the availability of an outside option. The
estimated price effects from the Acquisition were:

¢ [Confidential - Redacted].82°

13.101. Mr Ockerby’s merger simulation results also included different demand

specifications for the market demand elasticity of [Confidential - Redacted]. This
shows price effects varying significantly depending on the demand structure used.
Mr Ockerby placed greater weight on the AIDS results as the model Log Linear
models results appeared unstable.®2°

13.102. The submitted results indicated that the degree to which demand curvature matters

depends on the inputs. Under the CEG calibration, the AIDS and Linear results were
very similar, with AIDS demand [Confidential - Redacted] and the RACI price effect
[Confidential - Redacted] (see Table 10.16, Second Ockerby Report).8%’

13.103. However, when the comparison is made using ACCC inputs (gross margin and

diversion ratios) the price effects and sensitivity to demand structure are much
higher. For linear demand, the [Confidential - Redacted] and [Confidential -
Redacted]. Under the AIDS model, price effects for [Confidential - Redacted] and
[Confidential - Redacted]. The overall price effect of the merging firms was
[Confidential - Redacted] under the AIDS model (see Table 10.17, Second Ockerby
Report).828

13.104. The Second Ockerby Report provided estimates of the effect of pricing from the

Distribution agreement. A post-merger price effect on RACI home and contents
insurance occurs because [Confidential - Redacted].??° The estimated effect for
linear demand only were:

¢ [Confidential - Redacted)].

823

824

825

826

827

828

829

[Confidential - Redacted] for RACI home to adjust for gross margins. No adjustment for the Distribution Agreement was
made.

IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p. 72,
Table 8-8. 65005.001.022.0044.

IAG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, pp. 35,
61, para. 135, Table 5-10. 65005.001.005.1024. The Isoelastic estimate is based on gross margins using net premiums
contained in the First Ockerby Report. The isoelastic IPR will be lower when gross margins are converted to a gross
premium basis. However, the ACCC was not able to replicate Mr Ockerby’s initial Isoelastic estimate using inputs from
Table 5-9, and hence has not updated the Isoelastic IPR.

IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p.
103, Table 10-12. 65005.001.022.0044.

IAG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 3 March 2026, pp. 504,
506. 65005.001.005.1024.

IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p.
107, Table 10-16. 65005.001.022.0044.

IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p.
108, Table 10-17. 65005.001.022.0044.

[Confidential - Redacted] [Confidential - Redacted] (the ACCC calculates historical distribution costs are [Confidential -
Redacted] of GWP - 3-year average). IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed
acquisition of RAC Insurance, 1 July 2026, pp. 65, 69. 65005.001.022.0044.
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13.105. CEG and the Parties submit that an estimated quality-adjusted price effect

[Confidential - Redacted] would be unlikely to give rise to a substantial lessening of
competition.3°

Review of the Parties’ estimates

13.106. The review of Mr Ockerby’s approach to calculating the GUPPIs, IPRs and merger

simulation is provided in Annexure A. These include observations made in the Smith
report®®'and are combined with observations made with regard to the motor vehicle
insurance empirical price effects.

13.107. The similarity exception is the degree of difference with regard to the market

demand elasticity of home and contents insurance. This impacts the assumed
percentage of consumers leaving the insurance market following an increase in
price. The ACCC considers the appropriate elasticity to be very low (-0.1 to -0.3), as
estimated in Tooth (2015) and found in empirical studies.®3? This compares to
Ockerby’'s empirical base-case which used an expenditure elasticity estimate of
[Confidential - Redacted] in the same study.®* This is discussed further in Annexure
A

ACCC estimates

13.108. The ACCC carried out its own analysis of pricing pressure arising from the

Acquisition using its own estimates of gross margins for each party (see Table 6 in
Annexure A) and a range of diversion ratios. Given the uncertainty of the inputs and
modelling limitations, the ACCC used a range of diversion ratios and gross margin
assumptions.

13.109. The ACCC's range of empirical estimates for the GUPPI's and IPRs are:834

e GUPPIs: IAG home and contents insurance [[Confidential - Redacted]], RACI
home and contents insurance [[Confidential - Redacted]]. The range represents
the low and high estimates from different sources of diversion ratios and gross
margins (+/- 3%) around a central estimate.

e Linear IPRs: IAG home and contents insurance [[Confidential - Redacted]], RACI
home and contents insurance [[Confidential - Redacted]]. The Linear IPR for
RACI excludes the price effect from the Distribution Agreement.

13.110. The IPR range represents the maximum range from single sensitivity comparison to

the central estimate. Sensitivities include different sources of diversion ratios, a
range of gross margins (+/- 3%), a range of market demand elasticities and a lower
diversion ratio.?3® The estimation tables are contained in full in Annexure A. The

830

831

832

833

834

835

[Confidential - Redacted]; IAG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC
Insurance, 3 March 2026, p. 61, Table 5-10. 65005.001.005.1024.

ACCC, IAG and RAC Insurance (Report of Patrick Smith, RBB Economics), 22 May 2026, section 3 (Comments on Section 5
of the Ockerby report), pp. 26-42. 65005.001.051.0001.

R Tooth, ‘Analysis of demand for home and contents insurance’ (2015) Insurance Council of Australia, Sapere Research
Group.

IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p. 78,
Table 9-1. 65005.001.022.0044.

This analysis does not include any impact that may or may not occur from the change in control from a member-owned
organisation to a for-profit entity post-Acquisition.

See J Hausman et al, ‘Unilateral effects of mergers with general linear demands’ (2011) 111(2) Economics Letters 119-
121.
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range demonstrates the uncertainty around the assumptions necessary for GUPPIs
and IPRs.

13.111. In addition, merger simulations were run to compare to Mr Ockerby's estimates. The

ACCC found that the results differ according to assumptions on the elasticity of
market demand and the model's demand system.83¢

13.112. The ACCC considers that an elasticity of market demand for home and contents

insurance in the range of -0.1 to -0.3 is appropriate, whereas the Second Ockerby
report uses a central assumption of [Confidential - Redacted].?3” The large
difference is due to the use of an insurance expenditure elasticity, rather than price
elasticity (allowing a decrease in coverage rather than exiting the market). Tooth
(2015), a study on which Mr Ockerby relied, estimated participation elasticities for
home insurance of -0.06 and for contents insurance of -0.191 for homeowners.838
Central to the finding of very low elasticities is that 96% of Australian households
have house insurance. The results for the ACCC calibration were: 8%°

e Market-wide elasticity -0.2: Linear demand specification estimated a weighted
average price rise for RACI and IAG of [Confidential - Redacted], while the AIDS
specification estimated a weighted average price rise of [Confidential -
Redacted] (See Annexure A, Table 18).

e Market-wide elasticity -1.34: Linear demand specification estimated a weighted
average price rise for RACI and IAG of [Confidential - Redacted], while the AIDS
specification estimated a weighted average price rise of parties of [Confidential
- Redacted] (See Annexure A, Table 16).

13.113. The results show that price effects increase when the market demand elasticity is

smaller. This is due to the market elasticity creating a smaller outside option in the
model. Price effects are also larger for the AIDS demand specification. These
results have not included any effect from the Distribution Agreement. The ACCC
considers that to the extent a higher market elasticity serves to mitigate the
estimated price effects of the Acquisition, it would tend to increase the output
effects.

13.114. While the measures that the ACCC has calculated [Confidential - Redacted] than Mr

Ockerby’'s measures, the ACCC considers that these quantitative measures are
indicative and not determinative and therefore has not given significant weight to
these measures in its single evaluative assessment.

836

837

838

839

The ACCC gross margins are contained in Annexure A, Table 1. Diversion ratio is CBAIQ September 2024 to August 2025
(IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1 July 2026, p.
80, Table 9-4. 65005.001.022.0044).

[Confidential - Redacted]; IAG, Jason Ockerby (CEG) Report for Allens regarding IAG’s proposed acquisition of RAC
Insurance, 3 March 2026, p. 78, para 422. 65005.001.005.1024.

R Tooth, ‘Analysis of demand for home and contents insurance’ (2015) Insurance Council of Australia, Sapere Research
Group. Note: A participation elasticity is the same as a demand elasticity when the population is fixed. An elasticity of -
0.06 means that a 10% increase home insurance premium, leads to 0.6% of home owners deciding to not insure their
house.

The ACCC gross margins are contained in Annexure A, Table 1. Diversion ratios used are CBAIQ September 2024 to
August 2025 (IAG, Jason Ockerby (CEG) Reply Report for Allens regarding IAG’s proposed acquisition of RAC Insurance, 1
July 2026, p. 80, Table 9-4. 65005.001.022.0044).
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13.115. As in the motor vehicle insurance empirical section, the ACCC calculated the effect
on RACI home and contents insurance pricing from the commission to RAC
incorporated in the Distribution Agreement:84

e Linear demand: RACI home and contents insurance [Confidential - Redacted].

e |soelastic demand: RACI home and contents insurance [Confidential -
Redacted].

Evaluation of two sets of estimates

13.116. The main reasons for differences in estimates in the Second Ockerby Report and the
ACCC estimates are discussed in Annexure A and mirror the reasons for the
differences in estimates in the motor vehicle insurance price effects analysis.

Conclusion

13.117. The ACCC has considered the effects of the Acquisition by comparing the likely
future state of competition if the Acquisition proceeds against the likely future state
of competition if the Acquisition does not proceed.

13.118. On the evidence before it, the ACCC is satisfied that the Acquisition, if put into effect,
would, in all the circumstances, have the effect or be likely to have the effect, of
substantially lessening competition in the market for the supply of home and
contents insurance in Western Australia.

13.119. The ACCC's view is based on the following findings:

e The Acquisition would result in a substantial increase in IAG’s market share and
a significant increase in market concentration, combining the leading supplier
(RACI) of home and contents insurance with the third largest insurer (IAG).

¢ |AG and RACI both have strengths which make them effective competitors in the
supply of home and contents insurance in Western Australia, with RACI holding a
dominant competitive position in Western Australia.

e |AG and RACI are likely to continue to be effective competitors and have a strong
ability and incentive to compete if the Acquisition does not proceed. In the short
to medium term, RACI is likely to continue to compete vigorously. [Confidential -
Redacted].?*' [Confidential - Redacted].

e The Acquisition would eliminate the competitive pressure that RACI and IAG
exert on each other.

e The loss of competition between IAG and RACI is likely to have a meaningful
effect on the process of competition in the supply of home and contents
insurance in Western Australia, as other actual and potential insurers in the
market are unlikely to provide a sufficient competitive constraint.

13.120. In reaching these findings, the ACCC has had regard to information and documents
from the Parties, as well as third party material.

840 [Confidential - Redacted]; [Confidential - Redacted]; [Confidential - Redacted)].
841 [Confidential - Redacted].
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14.

14.1.

14.2.

14.3.

Remedy offer

On 1 July 2026, IAG made a remedy offer that it contended would address the
ACCC'’s competition concerns as identified in the NOCC (the Initial Offer). On 28
July 2026, IAG provided a draft section 87B undertaking to give effect to the Initial
Offer (the Proposed Undertaking). The Initial Offer and the Proposed Undertaking
are referred to collectively in this section as the Remedy Offer. The Remedy Offer
places obligations on IAG to, for five years:

a) not amend specified clauses of the Distribution Agreement without ACCC
approval;

b) not offer, require, request or seek to rely on certain exclusivity terms with smash
repair service providers in Western Australia;

c) not own or control repair service facilities in Western Australia subject to
exceptions or ACCC approval;

d) comply with certain supporting commitments.

IAG submits that these obligations should give the ACCC additional comfort that the
Acquisition will not have the effect or likely effect of substantially lessening
competition .84

On the basis of the evidence before it, the ACCC does not consider that the Remedy
Offer addresses the likely competitive harm arising from the Acquisition. That harm
is substantial and arises from a significant structural change in relation to the
supply of motor vehicle insurance and home and contents insurance in Western
Australia. Post-Acquisition, there would be insufficient competitive constraints on
IAG in the supply of motor vehicle insurance and home and contents insurance in
Western Australia. The behavioural and time-limited nature of the obligations
contained within the Remedy Offer do not provide an adequate remedy to resolve
the significant competitive harm.

Assessment of the Remedy Offer

14.4.

14.5.

When considering whether a remedy may be appropriate, the ACCC tests the likely
effectiveness of the remedy in addressing the competitive harm likely to result from
the acquisition. This includes the nature and extent of the competitive harm and
scope of the remedy, as well as other relevant considerations regarding how difficult
a remedy would be to administer, the ability of the undertaking signatory to deliver
the required outcomes, monitoring and compliance costs, and any risk associated
with the implementation of a remedy (or failure to do so).

In assessing whether the Remedy Offer is likely to address the competitive harm
likely to arise from the Acquisition, the ACCC has taken into account submissions
made by IAG®* and feedback provided by market participants as part of the ACCC's
consultation process. The ACCC placed the Initial Offer on the Acquisitions Register
and accepted submissions for 9 business days from 8 July 2026. The ACCC placed

842 [Confidential - Redacted].

843 [Confidential - Redacted]; [Confidential - Redacted] attaching IAG, July 2026 Letter to the ACCC regarding Proposed
Undertaking — Annexure A: Formal commitments offer, 7 July 2026. 65005.001.061.0004 and [Confidential - Redacted];
[Confidential - Redacted]; IAG, Proposed Undertaking to the ACCC pursuant to section 87B of the Act (Draft), 28 July 2026.
65005.001.061.0267.

112



Statement of Reasons | IAG — RAC Insurance (MN-65005)

the Proposed Undertaking on the Acquisitions Register and accepted submissions
for 5 business days from 28 July 2026.

Behavioural nature of the Remedy Offer

14.6.

14.7.

14.8.

14.9.

14.10.

The ACCC considers that the principal limitation of the Remedy Offer is that it is
behavioural in nature and does not address the significant structural changes
arising from the Acquisition. While behavioural obligations may, in some
circumstances, address particular competition concerns, the ACCC considers the
Remedy Offer is unlikely to replicate the competitive pressure that IAG and RACI
impose on each other.

As outlined in the ACCC’s merger remedies guidance and chapter 9 of the ACCC's
interim Merger Process Guidelines, the ACCC has a strong preference for structural
remedies.®** Structural remedies can provide an enduring remedy to competition
concerns and also benefit from relatively low monitoring and compliance costs. In
contrast to structural remedies which bring about permanent structural change,
behavioural remedies are often only effective while the behavioural obligations
remain in effect and the parties act in accordance with those obligations (for
example, the parties do not seek to circumvent the obligations such that the remedy
fails to achieve its objectives).

The Remedy Offer proposes to regulate IAG’s conduct through behavioural
obligations and in particular, compliance with the Distribution Agreement, which do
not address the structural change brought about by IAG acquiring a significant
competitor in the supply of both motor vehicle insurance and home and contents
insurance in Western Australia. A consistent theme in submissions is that the
commitments in the Remedy Offer would not replace the loss of competition
between IAG and RACI or protect consumers and smash repair service providers
from competitive harms arising from the Acquisition .8

The Remedy Offer has a limited duration of five years from the date the Acquisition
is completed, unlike the enduring nature of the structural change to the market
brought about by the Acquisition. The limited term of the Remedy Offer, where the
competitive effect of the Acquisition would be enduring, is a concern that was also
repeatedly raised by market participants.84¢

Further, as a behavioural undertaking, monitoring and implementation risks should
be considered. The Remedy Offer attempts to make IAG behave in a manner that is
inconsistent with its own interests, particularly as the largest supplier of both motor
vehicle insurance and home and contents insurance in Western Australia post-
Acquisition. Even with careful consideration by the ACCC, and independent auditing
of compliance, there remains a risk that the obligations contained within the
Remedy Offer are not or cannot be appropriately specified such that ambiguities
could be exploited by IAG post-Acquisition.

844 See ACCC, Merger process guidelines — interim version, 3 December 2025; ACCC, Remedies to address concerns with an
acquisition (website).

845 See, for example, Motor Trade Association of Western Australia (MTAWA), Submission on Remedy Offer, 22 July 2026, p.
6.65005.001.044.0627. The ACCC also received a number of other submissions from repairers which supported this view.

846 See, for example Motor Trade Association of Western Australia (MTAWA), Submission on Remedy Offer, 22 July 2026, p. 8.
65005.001.044.0627. The ACCC also received a number of other submissions from repairers and insurers which
supported this view.
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The specific obligations in the Remedy Offer

14.11. In addition to the behavioural nature of the Remedy Offer, the ACCC has considered
the effectiveness of the specific obligations contained in the Remedy Offer in
addressing the competitive harm arising from the Acquisition. That consideration is
set out below in respect of key obligations.

14.12. The ACCC considers that, in general, the Remedy Offer is limited and complex. In
particular, it contains qualified obligations on the Parties, exceptions to obligations
on the Parties, and obligations imposed on the ACCC.

Competitiveness and benchmarking provisions

14.13. The Remedy Offer contains obligations that IAG must not amend specified clauses
of the Distribution Agreement, except as agreed between the parties and approved
by the ACCC. The clauses are:

a) clause 8.4 (Most favoured nation principle);

b) clause 8.5 (Price competitiveness);

c) clause 8.6 (Competitiveness benchmarking and review);

d) clause 32.1 (Termination rights exercisable from the Commencement Date);

e) clause 32.2(a), (b), (c), (d), (e), (f), (h) (Termination rights exercisable from 8
years after the Commencement Date);

f) clause 32.5 (Obligations on termination);
g) Schedule 3 (Product Pricing and Design Principles); and
h) Schedule 4 (Competitiveness Assessment Process).

14.14. 1AG submits that these obligations are intended to give the ACCC additional comfort
regarding the ACCC's preliminary concern that IAG would be able to profitably
reduce quality or raise prices (or both) in the supply of motor vehicle insurance or
home and contents insurance in Western Australia by preserving certain contractual
obligations and by providing an additional layer of ACCC oversight and enforceability
in relation to those obligations for at least a period of five years.?4’

14.15. As set out in paragraphs 10.91 to 10.104 above, the ACCC considers that the
Distribution Agreement is unlikely to provide an adequate constraint on IAG’s
conduct in relation to the supply and pricing of RAC branded motor vehicle
insurance and home and contents insurance products post-Acquisition.

14.16. The ACCC notes that it also expressed concern in paragraph 10.104 regarding the
ability of the parties to amend the Distribution Agreement as well as the fact that
aspects are still in draft and subject to negotiation between the parties (including
Schedules 3 and 4).

14.17. The ACCC considers that the obligations in the Remedy Offer to not amend certain
clauses of the Distribution Agreement except as agreed between the parties and
approved by the ACCC, help address the ACCC'’s specific concerns with those
provisions but not the ACCC’s underlying concerns with the limited nature of the
obligations.

847 [Confidential - Redacted].
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14.18. The ACCC has considered submissions from market participants, which raised

14.19.

concerns with the obligations. These included concerns with respect to the unclear
and limited nature of the terms in the Distribution Agreement and the consequences
for non-compliance, the fact that key termination rights are not exercisable until 8
years after completion, as well as the reliance on contractual, monitoring and
dispute resolutions processes.?®

The ACCC considers that the obligations do not remedy the inadequate nature of the
constraint offered by the Distribution Agreement.

Smash repair service terms commitment

14.20. The Remedy Offer contains obligations prohibiting IAG from offering, requiring,

14.21.

14.22.

14.23.

requesting or seeking to rely on or enforce, certain exclusivity and other restrictions
affecting smash repair service providers in Western Australia.

The Parties submit that the smash repair service terms commitment addresses the
ACCC'’s preliminary concerns that the Acquisition could result in IAG:

a) being able to foreclose or partially foreclose rival insurers’ access to quality and
cost-effective repairs or otherwise increase rivals’ costs of acquiring repair
services to service their insurance contracts with customers; and

b) gaining the ability to reduce prices and quality of smash repair services in
Western Australia and/or certain regions of Western Australia.®*°

As set out in Section 11, the ACCC is not satisfied that the Acquisition would give
rise to vertical effects to the point of substantially lessening competition in the
supply of motor vehicle insurance in Western Australia. However, for completeness,
the ACCC considers that, while the Remedy Offer includes some protections for
smash repair service providers from certain exclusivity and other restrictions, it does
not clearly address all the ways that the merged entity may be able to influence
repairers so they favour IAG work over work requested by rival insurers. For
instance, market participants identified that IAG would still be in a position to reduce
future work allocation to repairers who undertake significant work for competing
insurers.8%

Further, as set out in Section 12, the ACCC is not satisfied that the Acquisition would
substantially lessen competition in markets for the acquisition of smash repair
services in certain regions of Western Australia. However, for completeness, the
ACCC considers that the Remedy Offer does not address a range of potential
impacts identified by market participants that may arise from increased buyer power
as IAG could circumvent aspects of the remedy.?'

Repair services facilities commitment

14.24. The Remedy Offer contains obligations prohibiting IAG from owning or controlling

repair service facilities in Western Australia, subject to exceptions.

848

849

850

851

See, for example Motor Trade Association of Western Australia (MTAWA), Submission on Remedy Offer, 22 July 2026, pp.
5-6. 65005.001.044.0627. The ACCC also received a number of other submissions from repairers which supported this

view.

[Confidential - Redacted].

See, for example, Motor Trade Association of Western Australia (MTAWA), Submission on Remedy Offer, 22 July 2026, p.
6.65005.001.044.0627. The ACCC also received a number of other submissions from repairers which supported this view.

See, for example, Motor Trade Association of Western Australia (MTAWA), Submission on Remedy Offer, 22 July 2026, p.
4. 65005.001.044.0627.
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14.25.

14.26.

14.27.

14.28.

IAG submitted that the repair services facilities commitment is intended to
complement the smash repair services terms commitment and address the ACCC's
preliminary concern that the Acquisition could result in IAG being able to foreclose
or partially foreclose rival insurers’ access to quality and cost-effective repairers or
otherwise increase rivals’ costs of acquiring repair services to service their
insurance contracts with customers.52

The ACCC notes that some market participants expressed concerns that exceptions
to the commitment could undermine its effect, and that market participants were
not able to comment on the detail of exceptions due to IAG claiming them as
confidential 853

The ACCC considers that, while the obligations include some protections from IAG
owning or controlling repair services facilities, exceptions to the obligations may
reduce their potential effectiveness. [Confidential - Redacted].

[Confidential - Redacted].

Supporting commitments

14.29.

14.30.

14.31.

14.32.

The Remedy Offer contains supporting obligations on IAG including:

a) giving notice to smash repair services providers in Western Australia of the
Remedy Offer;

b) maintaining a register of terms IAG offers to and agrees with smash repair
services providers in Western Australia;

c) establishing, maintaining and following a repair services complaints handling
process for smash repair service provides in Western Australia, and

d) complying with the Motor Vehicle Insurance and Repair Industry Code of
Conduct when engaging with smash repair service providers in Western
Australia.

The Parties submit that the supporting commitments are intended to ensure that the
smash repair service terms commitment and the repair service facilities
commitment are effective in practice and capable of enforcement.

Market participants expressed particular concerns that the complaints process
would not be administered by an independent body and that relevant parties may be
reluctant to use it for fear of damaging an important commercial relationship or
retaliation.8%*

The ACCC does not consider that the supporting commitments strengthen the
obligations in the Remedy Offer such that they overcome the ACCC's concerns with
the specific obligations set out above (or the fundamental issues with the
behavioural nature of the Remedy Offer).

852 [Confidential - Redacted].

853 See, for example, Motor Trade Association of Western Australia (MTAWA), Submission on Remedy Offer, 22 July 2026, p.
7.65005.001.044.0627.

854 See, for example, Motor Trade Association of Western Australia (MTAWA), Submission on Remedy Offer, 22 July 2026,
pp. 4,7.65005.001.044.0627. The ACCC also received a number of other submissions from repairers which supported this

view.
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