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Background

Breakdown insurance is the RAC's core
product and has been sold for over 125
years. The product is designed to provide
motorists with assistance if they face an
electrical or mechanical breakdown on roads
in the UK and Europe.

In the event of a claim, the customer will be
attended by either an RAC patrol who will
attempt to fix the vehicle at roadside or, at a
minimum, tow the vehicle to a local garage.
In around 10% of claims we will outsource
recovery to a contractor.The AA and Green
Flag are the main competitors for this
product, but there are others including Axa
Assistance and Call Assist.

The product is sold via a variety of channels
including direct to consumers via RAC's
Consumer Roadside channels, as an add-on
to motor insurance sold through insurance
and broker partners through RAC’s Business
Roadside division as well as RAC's internal
broker model, via UK Banks and Building
Societies as part of added value current
accounts and via motor manufacturers and
fleets who provide breakdown as part of
vehicle warranties,

This report will review the performance of
the product sold as an add-on to motor
insurance or as a standalone product sold
through insurance and broker partners,

This is the first review since value measures
reporting was introduced, which provides a
different dataset than that which has been
available previously.

Is this a value measures

High Level Product Information

Product Name RAC Insurance Partner Breakdown Products

product? res

RAC have been providing breakdown praducts via this distribution

Launch Date channel for in excess of thirty years

Reviewer RAC Insurance Partners Division

* Vehicle-based Breakdown Add-On and Standalone Breakdown
products

Product Type « Personal Breakdown Add-On and Standalone Breakdown
products

» Hybrid Breakdown Add-On products

Insurer(s) RAC Motoring Services and/or RAC Insurance Limited

This is the insurance partner division that includes insurers and

brokers, all of whom are directly regulated by the FCA and/or the PRA.
The breakdown products that the RAC have manufactured for this sector
are primarily sold as an add on to a motor insurance policy at either new
Distributor(s) and/or business, mid-term or renewal.

distribution grouping

They are substantively the same and perform consistently across this
distribution group. Partners use a full range of sales channels within

this distribution arrangement including web, mobile, contact centres and
face-to-face.




Outcome of R

Value Measures Data

July 21 — Jun 22

Number of policy sales to UK consumers Number 8,070,779
Total retail premiums (written) excl. IPT £ £154,953613
Number of claims registered Number 531,184
Average humber of policies in force Number 5,094 187
Claims frequency Yo 10.43%

Number of claims where all or part of the claim
has been accepted and a pay-out has been made | Number 503,708
(and the claim is closed at the yearend)

Number of claims that have been rejected in the

year Number 27,512
Claims acceptance rate Yo 94.82%
Number of claim walkaways Number 49 452
Number of claims complaints Number 10,088
Claims complaints as a % of claims Yo 1.90%

Overall, the review has demonstrated that customers receive fair
value and good outcomes from UK and European Breakdown
products. The products are well utilised amongst the policyholder
base with strong claims frequencies and high acceptance rates.

Executive Summary/Fair Value Assessment

Overall, the review has demaonstrated
that customers receive fair value and
good outcomes from UK and European
Breakdown products, The products are
well utilised amongst the policyholder
base with strong claims frequencies
and high acceptance rates,

From the available data and information,
the distribution arrangements for Insurance
Partner and Broker breakdown products are
appropriate and support the demands and
needs of the target market,

This is the first review that has been
conducted since value measures reporting
was introduced.

Pricing

RAC are confident thal the current average
breakdown retail prices and commissions
charged to the end customer by our
insurance partners are acceptable and
represent fair value lo policyholders,

Claims Acceptance rate

Claims acceptance rates are at a very
healthy level of 94.82% across all products
and cover levels.

Number of claim walkaways

The number of walkaways is 8.5%, which is
an acceptable level and does not illustrate
any unfair value. As an example a
policyholder may change a tyre or
purchase a battery independently and then
no longer require our service.

Number of claims

The number of claims and claims frequency
has been steady over the period. The
claims acceptance rates are strong and do
not indicate any concerns in terms of the
product meeting customer expectations. As
the UK was in the latter end of the
lockdown restrictions following the
pandemic, claims were lower than normal
levels, although driving patterns have
started to retun to normal.

Distribution

RAC is responsible for capacity,
underwriting and claims with our
distributors responsible for quotes, sales
and issue of documentation. This
distribution model for sales of breakdown
insurance via web (including aggregators)
andfor call centres and high street
branches remains appropriate for these
products.

Complaints

Claims related complaints are low and at a
level that does not suggest widespread
dissatisfaction with the product. Across
these products only a very small proportion
of claims lead to a complaint (1.9%).

Competitor Analysis

Detailed competitor analysis has revealed
that the Insurance Partner and Broker
breakdown product suite comfortably
exceeds what is on offer from competitors.
This applies both in terms of benefits and
service levels.



Outcome of Review

Executive Summary/ Fair Value Assessment

External Market Factors:

In the period under review, July 2021 to
June 2022, the RAC faced a number of
ongoing external challenges. The effect of
Covid on the population and the transport
industry led to higher staff absence, driver
shortages, more long tows and increased
onward travel provision combined with a
more difficult fault mix due to 2021 being
the busiest and most volatile holiday
season on record.

The pandemic caused changes in
consumer and driver behaviour that are yet
to be fully understood with the long term
effects of hybrid working creating a shifting
dynamic of driver behaviour and
commuting patterns. In addition, global
supply chain issues including computer
chip shortages have led to an ageing
vehicle profile. As a result we have seen
Average Time to Attend (ATA) extending
particularly for breakdowns in rural areas
and later into the evening.

This, coupled with the war in Ukraine has
caused economic ramifications which are
continuing. The UK is experiencing high
rates of inflation and the Bank of England
has raised interest rates. Concurrently fuel
prices have reached record levels in recent
months. These external market factors all
create challenges for our forecasting and
service delivery as well as increasing
overheads for the RAC and for our
subcontractors.

RAC areas of focus

Contractors:

Whilst RAC's own patrols attend around
90% of all claims, we rely on contractors to
support the remaining 10% of breakdowns.
Contractors remain a key part of our
service delivery and are identified in this
review as an area of concemn as they have
come under increasing pressure for the
period under review. RAC continue to
invest in our own recovery vehicles and are
supporting the contractor network with fuel
escalator payments 1o lessen the strain on
the netwaork.

Delay

On average, the RAC attends policyholders
within 65 minutes across the Insurance
Partner division. This means a certain
number of customers are attended outside
the optimum window. The small percentage
of customers who experience long waits
particularly in rural areas or late at night
represent the customers that are most likely
to complain.

As a direct result of the ageing vehicles we
see within our policyholder base we are
experiencing a more complex fault mix. 60%
of all IP service breakdowns are for vehicles
10 years +, a trend that has been increasing
YOY. Patrols are unable to complete a
roadside fix for some of these breakdowns
and therefore the jobs need to be placed

for recovery with subcontractors, This has

a negative impact on ATAs and complaints
as we typically see more complaints for long
waits and long distance recoveries.

The number of claims requiring recovery is
currently at the highest it has been in the last
5 years.

Onward Travel:

Hire Car: The new car shortage which is
affecting global supply has also had an
impact on hire car provision with demand
outstripping supply across UK and Europe
after many hire car companies that reduced
their fleets during Covid are now unable to
replace them. The RAC has already taken
action in the UK and has appointed a new
primary hire car provider in Enterprise
Rent-A-Car

Taxi: As a result of the Covid health and
safety guidelines implemented by the RAC
it was necessary during this period to
continue to separate drivers and
passengers from the vehicles in order to
recover non repairable vehicles from the
roadside. Whilst out of our control, this
added complexity to the claims process
and a move from our desired approach of
ensuring a seamless recovery for
customers.

Although these issues created difficulty
during the period under review, the RAC
found alternative solutions and product
value was maintained.

Hotels and Public Transport: Similarly,

the ability to provide onward mobility

and overnight accomodation to impacted
policyholders was also compromised. This
was apparent during the staycation summer
of 2021 where hotels were at capacity.

European

During the review period the UK and Europe
were emerging from the pandemic with
travel restrictions or Covid guidelines still in
place and so metrics do not reflect narmal
volumes. Minimal UK to Europe consumer
traffic for the last two years has resulted in
a rationalisation of services supporting UK
drivers in Europe from hire car providers

to garages and recovery contractors.
Staycation within Europe also increased
pressure on onward travel and alternative
accommodation provision

Going into this summer, pent up demand
from UK policyholders is a challenge as the
post covid and post brexit EU environment
has fundamentally changed. RAC has put
additional oversight into the management of
our European service partner with daily calls
to monitor this and to ensure minimal risk to
policyholders.
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Target Market

Product Level Statement. The RAC’'s breakdown
insurance products are designed for motor insurance
policyholders who buy motor insurance and wish

to protect themselves against the cost of vehicle
breakdown and who buy breakdown within the
purchasing journey.
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Car

Cover Components
This meets the demands and needs of:

1

Policyholders wno wish 1o ensure that if their car breaks down

n the LK, thay will receive allendanca al the roadsida if more
than 4 mile sway from home. I the vehiche cannot be fooad,
thay will be entitled fo a locad tow

Al e reakdown producs e o Base compoanenl al slars with Rcsdsids

Ml aihar campanants can han be mided solaly of cavdathoaly b daivr o recatsany cosar
dapendant on el E 4 Roadsice, Reccvery, Al Home and Crssed T i T masl
comprohonsise procuct avalable Tor pofioyholden. We beleva that all cor pomienations af
ihess components: offer tair value.

Podicyhaldars whi wish o ensure that il their vehicle breaks
dowent I the LK and cannot be fixed at the roadside the
vehicla, driver and their passengeans will be taken fo any singla
destination in the UK

Palicyhotders whao wish 1o ensura that I their vahicls breaks
down in the UK, Ihey will receive attendance at home or within
144 mile of thair homa

Poilicyholders who wish to ensure that if their vehicle breaks
down and cannot be fiwed, they will receive either a hire car
alternative transport (if the hire car is not suiteble) or

-_|'\.-|,'::||--:_|I"I aconrmmacation

Podicyholders who wish to ensure that il their vehicia
breaks down in Eurape, they will recelve assistance

Motorbike

Cover Components
This meets the demands and needs of:

Podicyholders who wish to ensure that if thalr molorbike breaks
down i ihe UK, they will receive attendance & the roadzice i
mara than ¥ mile away from haoma. If the vehicle cannot be
fiwed, they will be enlithed 10 a ool tow

Al modortib breakcosn pieoucs e & hases compenant Tisd stariswih Roadsida

Al ol ooFTmGnaTS Can T ba added solehy ar cumulaivaly i delhar fa nooessan
covar dapendant on need. E.g Roadskde, Recavery. &2 Homa and Omeard Traval s the

st compehensive product available for poloyholders. W belisve that afl our combinatons
of theme componenis alfer i value.

Podicyholders who wish to ensure that if thelr matorbike breaks
down in the UK and cannot be fixed 6f the roadside the

wvehiche, driver and passengers will be laken 1o 2ny single

afion in the UK,

Falicyhintders wha wish loensure that If thelr motorbike breaks

down in the UK, they will receive attendances st home or within

114 milliz aaf thair Boome

Policyhalders who wish to ensure that il their motorbike

breaks down and cannot be fixed, they will receive either a
hire vohicle, altlamalive transpor [ the hire vehicle s not
suitabla) or overnight accommodation

Podicyholders who wish to ensure that IT their

orbike bresks down in Europa, they will receie

Roadside
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Van

Cover Components
This meets the demands and needs of:

r"!'l'-:'.'r'l'l-.'.:!l'lﬂfﬁ wihio wish to ensure that if thedr van breass down

In lhe UK, ihey will recaive allendance al the madsidea i maora
than 4 mile away from home. H the vehicle cannot be fikxad,

thay will be entitled Lo a local fow.

Policyholdars who wish lo ansura thal Il their van breaks dowr
In the UK and cannot be fixed at the roadside the van, driver
and thair passangers will be taken to any single destination m
the LI

[ thair van braaks down
at hiome or within 174

Policyhalders who wish o ansurs (b
in the UK, they will receive altendance

mile of their home

Policyholdars who wigh to ensura thal if their van breaks
down and canmat be fixed Ihlj.-:,' will recensa aither a hing
vehicle, alternative transport (i the hire vehicle is not

suitable) or ovarnight accommodabion

Policyholdars who wish Lo ansura thatl If their van
bresahs down in Europe, they will recelve assistance

Courier

Cover Components
This meets the demands and needs of:

Paolicyholdars who wish 1o ensure thal il their courier vehicla
bresahs down b the UK, they will receive atlendance at thae
1

rogdside if more than ¥ mite away from at home. i the vahicle
antitled 1o a local low

canmdl be fixed, they will be

Palicyholders who wish to ensure that if thedr courier vehicle
breaks down in the UK and cannot be fixed at the madside the

wehicie drnver and (heir DESSENgers will be takaen o any '_;u:-;_||r-

dastination in the UK,

Paolicyhalders wha wish 1o ensure that if their courier breaks
down in the UK. they will recaive atbendance at the madside,

at horme or thesr place of wark

Palicyholders who wish to ensiea that if their courier breaks
down and cannat be fixed, they will recerve aither a hire
wverhicle, allernalive transporl (if the hire vehicle is not

auitable) ar ovamight accommodation.

I,

A van breakdown products Feve 2 bese component that stars wilh Rcedaids

Al glher componenis con then be sddid solely or cumulatively in (eivar e ndtesssry oot
dapandant on nesd, E.q Rosdside, Recosesy. A7 Home and Qmaand Traval & the moest
comprahanshe product avallalie for policyholdars. Wie el that &fl aur combinatons of
thirss oomponnts ot fair vaks

Al coufier bresidcwn prodiacls Tave & baka componant thal saels wilh Roadeide,
Al other comporens. can than ba asddsd ooty o cumulativeiy 1o dofser the necessary covar
dependent an-noed. E.g Rcadsida, Recovery, Al Home and Orwand Travel & the moal

et pradus ntie for polcybolders. We beleve that sl our combinertions of

Ihese componsnis olls fir valus
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Motorhome

Cover Components
This meets the demands and needs of;

Poficyholders who wish to ensure that if their matorhome . .

bricaks down in the UK, they will receivo altendances at the

rodside if more than Y mée away from home. T the vehicle

cannol be fwed, thay will be entitled to a local low, Al mctorhame b ortucts R 3 Teme comp Wt sbarts with Roadilda.
All giFer componenis can Pen be added solely o cumilstvely io delver he nedsssary
cover dupandind on neail, E.g Resetaida, Racovery. 42 Hami and Qimerid Tiavel 8 the

Podicyholders who wish Lo ensure that i thelr molorfome s hansten product seailabte for palcyholdars. We belisen thal ol ur combinadons
of e componanis affer Ler valua.

breaks down in the UK and cannot be fived at the roadsida the
vehicle, driver and their passengers will be takan o any singla
deafination in the LK

Palicyroders who wish 1o ensgura hal if hais moiorhome
breaks down in the UK, they will receive altendance at home
or within 1/4 mile ol thair home

Policyhaolders who wish o ensure thal i thair molorhome

breaks down and cannot be fixed, they will recalve elthar a
hira car, attarnative transpart (il the hire car is nol suitabla)
or cvemight accommodation

Poficyholders who wish to ensure that if their
maotorhome breaks down in Europe, they will receive
assistance

Horsebox & Trailer

Cover Components
This meets the demands and needs of:

Policyholdars who wish lo ensure thal il their horsabax breaks . .
dowen I the LK, they will receive altendance at the roadside i
maora than ¥ mile away from homea. If the vehicle cannot be
fixesel, II'||'.-5-' will b anbiled 10 8 ool bow

Al horgiebon Braghocwen produacls Nave A DEkS Componsnt e 62205 with Ropdeite.

AN pihar Commpanents can en be addad sokiy or cumulaEaly [0 delhnar Bha Nenessany
cover dependent on need. E.g Acadside, Recovery, A% Home and Omsand Travel & the
mosl comarehensse product avaliabie for polcyholdens, We believe that all our combnatons
of these companents offer fr value.

Poficyholders who wish to ensure thal if their horssbox breaks
down In the UK and cannot be fixed 8t the roadside tha
vehicle, driver and thedr passengers-and horsas will be taken
to any single destination in the LK

Falicyhoiders whao wish to ensure thai if thesr horsebox breaks

down in the UK, they will receive attendance at home or within

154 miler of their home

Pollcyholders who wish to ensure that i thelr horsebaox

breaks down and cannot be fixed. they wifl recaive either a
hirg car, allermalive ranspord (iF tha hide car & nol sudlabde)
ar owvernight accommodation

Ly 18

Roadsida

At Homs

Iriwand Travel

Roadside

Minibus
Cover Components
This meets the demands and needs of;

oo

A mintars breshdown products haee 8 base component $at st wih Rosdeldes,

Al plher corporerts can e B sdded solely of cumulstively (o delwer B necessbrny e
dapandard an nead, E.g Roscaide, Recovery, A2 Homa anid Ciraand Trvel @ e most
Policyholders who wish Lo ensune that Il thedr minibus breaks b, peaduct aailania for pelcyholdars, Wi halise hal sl aur combinatons of
down in the UK and cannot be fived &t the roadside the
wehicka, drmvar and up o 16 passengers will be laken 1o any
singie destiration in the LK

Polioyholders who wish to ensure that if their minibus breaks
dawn in tha UK, they will racedve allendance al the roadside if
mare than W mile away from home, If the vehicle cannol be
fixed, they will be andilad lo a local bow

Ihase Comparmre aller fait valos,

Policyholders who wish o ensune thal i their minibus breaks
down in the LK, they will recaive attendance at home or wilhin
114 mide ol thair hame.

FPolicyholders who wish to ensusa thal if thedir minibus breaks
down and cannof be fixed, they will recene elither a hire car

alternative transport [if the hire car is not suitable) or

l_';'.-'!'_!.":u-.;l'l'! accammodation

Policyholdars wiho wish to ensur thal it thesr minibus
breaks down in Europe, they will receive assistance

Taxi Minibus

Cover Components
This meets the demands and needs of:

Policyholdars who wish o ansura thal T their taxi minibus

P — |
breaks down in the UK, they will receive attendance at the ;

roadside if more than Y mile away from home. If the vehicla =
cannol be fixed thizy will B emtiliad 10 a local fow

ARt minituis Beaakdown products have a-base coprporantt thal slais with Roadsid

Ab othar comporends can then ba added sofely or cumuiatively 1o dolsaor S nooessary
eover depentdent on need. E g Roadside, Recowery, Al Homa and Crward Treval s the
mosl compeshansye prococt avalable lor poipgholdens, Wa beleys thal all cor combirations
of thess campananis aller fair value

Palicyholdears who wish to ensure that if thesr laxi minibus
breaks down in the UK and cannot be fixed al the roadside the
veh

drver and up o 168 non-fara paying passengers will b
takan fo any single destinabon in the UK

Folicyhalders who wish o ensure that if thelr t3x0 minibues
braaks down in tha UK, they will raceive altendance at the
roadside, al home or thelr placs of work

Policyholders who wish to ensure that if their taxi minibus
breaks down and cannot be fixed, they will receive sither a
mire car, allémative transport (I the hirg car & not suitabie )
or overnight accommodation,
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Targeted Products
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Cover Components
This meets the demands and needs of:

FPoficyholders who operate & flest of 2 to 15 vehicles and wish l I @

o ensure thal il one of ther vehicles breaks down in the UK
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Paolicyholders who oporate a leel of 2 1o 15 vehicles and wish
la ensure that if one of their vehicles breaks down in the UK,
Lhay will recane allendance at 1he roadside. al home or heir
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& a fleat of 2 to 15 vahicle

be fixed, they will receive aithaer a hire vehicle, alternalve
nort (iF the hive vehlce s not switable) or oyarnight
accommodatian

Poficyholders who operata 8 flest of 210 15 veh

and wish 1o ensure (hal if their ane af hesr yehicles

breaks down in Europe, they will receive assistance,

Taxi —
Cover Components \

This meets the demands and needs of:

sarwice and wish o ensura

Pofticyholders who opé
that if their Taxi breaks down In the UK, they will recaive
attendance al the roadside f more than Y mile away fram

3 |f the vehicie cannol be fixed, they will be entited 10 a

Al ol breakdown products kave a beasa componant thal slans wiih Roadsice
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vizhiche, driver and up 10 8 non-fare paying

Palicyholders who wish to ensure that if their taxi breaks down
in tha UK,
harme ar their place of work
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Cover Components
This meets the demands and needs

ire that if their H3Y breaks
inthe UK, thay will receiva aliendance al the roadside. 1
the vehicle cannot be fixed, they will be entitled to a local tow

‘hoiders who wish to

Policyhoddars who wish to ansune that il thedr van braaks down
In the UK and cannot be fixed at the roadside the HGY, driver
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Competitors

Within the Insurance Partner distribution channel RAC has
several major competitors including Green Flag, Call Assist,
Allianz, Axa Assistance and Equity Red Star. With the exception
of the AA who only hold a very small number of accounts within
the insurance market, RAC’'s competitors within this sector all
operate a subcontractor service model as opposed to a patrol

based model.

Service benefits of a patrol model

By purchasing an RAC product, policyholders in this
sector will have a distinct benefit over and above
the majority of competitor products in respect of the
service delivered at roadside through a patrol based
model.

By investing in our own customised patrol vehicles,
training and employment of our own personnel and
our continual pursuit of cutting edge digital and
breakdown technology, we deliver a better roadside
experience for our customers through fixing more
vehicles, leading to higher customer satisfaction.

Within this sector, competitors rely predominantly
on the subcontractor network meaning that there is
less control and visibility, less consistency of service
and the subcontractors do not have the technology,
parts or equipment to rival the RAC. This makes our
product excellent value with service on a par with
our own RAC individual membership product.

Product Features and Benefits review

The RAC breakdown proposition sold through

the insurance distribution channel is overall one

of the stronger products in the market, giving
policyholders cover that is greater or equal to other
competitors. Key elements of the enhanced cover
such as unlimited UK calls outs, no labour costs
nor a time limit at roadside and national recovery
to a single destination of the customer’s choice all
provide peace of mind in the event of a claim whilst
offering flexible options to meet customers needs.

In addition, overall financial limits of the RAC
product are typically greater than or equal to
competitor products. A minority of elements of cover
were highlighted as lower than competitor products,
the majority of these are by design, such as RTA
exclusions (due to cover being provided as an
add-on sale with a motor Insurance product), and
elements offered on an optional basis (Misfuel).

RAC is the biggest breakdown provider in
this sector supporting over 300 Iinsurers
and brokers with add-on products.Within
the insurer and broking sector we insure
5.1 million policyholders for breakdown.

The product review focused on RAC's main
competitors, benchmarking our features, benefits
and limitations against equivalent products in this
market sector and highlighting any key areas of
difference. The review indicates that overall the
RAC product offers a greater level of cover as
detailed below:

Unlimited call outs in the UK — some
competitors restrict to a max call out limit of 4

= No time limit at roadside — most competitors
limit time at roadside to 1 hour

» Higher financial limits — across the majority of
sections of cover

* No vehicle age limits — most competitors
capped at 20 years

= Unlimited Recovery to a single destination
of the customer choice — competitors cover
ranges from recovery to nearest garage, home
address, or a mileage restriction,

During the review there were some elements of
cover where the RAC product differs from our
competitors:

+  RTA's & Lost/Stolen/Fire/ Theft typically not
covered — these perils can be provided on an
optional basis by RAC but typically would be
covered under the core motor insurance policy.

* European overall individual claim limit of £2,500
competitors generally provided a higher
limit and often on an "aggregate’ claims basis,
RAC believe that the £2,500 claim limit is fit for
purpose for the majority of European claims

and offer a higher limit of £5,000 per claim for
certain vehicle types. There is an action from
this product review to assess the suitability of
all financial limits within the policy.

@ Conclusion:

RAC products perform well in this sector with
features and benefits that exceed competitors
and a patrol based service model that offers a
better customer experience.

@ Action:

The review suggests that overall claims limits
for all products are in line with the market
except our European product and we will
investigate and obtain the data necessary to
confirm whether the financial limits (daily and
overall) are appropriate or need amending.



RAC ensure the needs of vulnerable customers
are met at all stages of the customer

journey. Robust processes are in place to
ensure we support vulnerable customers.

Vulnerable Customers

RAC's procedures mitigate any negative
impact for vulnerable customers and ensure
that all customers have access to the same
services, and where required processes
are adapted to ensure that information and
services are accessible to all customers.
This includes identifying signs of vulnerability
at point of claim and how to engage with

a vulnerable customer as well as ensuring
adaptions to service are in place to assist
customers. In a breakdown we assess both
the situation and the individual to determine
vulnerability, for example; customers on

a motorway, dual carriageway or other

high speed roads would be classed as
vulnerable. Other situations include health
related issues, small children or elderly
people in the car

Product Development Process

All new members of staff in the product
development teams receive training on
vulnerable customers and are aware of the
need to consider vulnerability when dealing
with customers and proposing changes to
products

RAC has a VYulnerable Customer Policy
that is owned by the Chief Operations
Director and approved by the Executive
Team. It outlines the approach taken
towards vulnerable customers throughaout
the lifecycle to ensure they have paositive
customer outcomes,; and it applies across
the whaole business.

Consideration is given to vulnerable
customers throughout the following
processes:

* Product Development Process — Ensuring
new products (and product adaptations)
deliver good customer outcomes. Through
this process, Proposition Managers detail
how changes will identify and respond to
vulnerable customers.

* Financial Promotion / Customer
Documentation — Ensures documents

are clear and easy to understand so that
vulnerable customers needs are addressed.

« Sales Journeys — where RAC are
responsible for the sale

* Complaints — Case Managers would
consider whether a vulnerable customer had
not been treated fairly throughout the claims
journey.

Claims Process

Policyholders who make a claim would be
experiencing an event that to some degree
would make them temporarily vulnerable.
Claims handlers in the call centre receive
bespoke training to identify vulnerability,
and questions are asked throughout the
claims reporting process to ensure
sufficient information is captured to
determine their level of vulnerabillity.

Customers are then placed in one of the
following categories which will determine
their level of prioritisation:

* PO —RedAlert

+ P2 — Emergency (life threatening
situations e.g. child locked in a car)

= P33 —Motorway or dual carriageways

+ P4 — Medical emergency (e.g., needs to
take medication at a certain time)

*» PS5 - Roadside priority
« PG — At home or in a safe location
* P7 - Non urgent

During the review period, RAC has
developed a digital customer journey that
allows policyholders to register a
breakdown online, digital capability is being
further developed to enable digital voice
recognition. Vulnerable customers are
being considered within these journeys and
there is an action to ensure these initiatives
do not pose a risk to vulnerable customers.

Sales Process

In this channel, RAC is not responsible for
the sale of the products. Insurance and
broker partners are regulated firms selling
many types of core insurance cover
including motor, home and commercial.
As regulated firms they must act in
accordance with the relevant regulatory
requirements regarding vulnerable
customers. They must also adhere to the
terms of their agreement with RAC, which
includes obligations to act in the best

interests of the customer, to ensure that
their employees possess the necessary
knowledge, gualifications, understanding
and skills required to compliantly sell the
product to the target market. In addition,
they are required to maintain appropriate
systems to ensure the proper performance
of their obligations under the agreement
with RAGC, of which RAC have full rights to
audil.

® Conclusion:

Robust processes are in place
throughout the product development and
claims processes to ensure we support
vulnerable customers.

@ Action:

«  RAC will continue to review and ensure
that the current prioritisation system is
effectively capturing the different types of
vulnerabilities and that any new Initiatives
to support the claims process have
vulnerable customers at the forefront of
mind.



Claims Repudiations

In the Value Measures period (July 2021 -
June 2022) for Insurance Partner accounts,
a total of 5.2% of claims were rejected.
This equates to only 27,512 from a total of
over 503,708 claims which shows the vast
majority of claims were accepted

Within the Insurance Partner sector we

have non-validation procedures, such that

if a vehicle cannot be validated but the
customer believes they are covered we can
still provide service to a level agreed by the
partner. This reduces the volume of Declined
Service/Refuse Service jobs we see against
our accounts and ensures we are not leaving
customers stranded,

Analysis shows that jobs are refused/
declined for a number of reasons such as:

+ Cover entittement: for example customer
not having At Home or Recovery.

+ RTA not covered.
Vehicle has no valid tax or MOT.

« \ehicle is already at a garage or had
work started on it.

Going forward, for more in depth root cause
analysis reporting to be completed more
specific codes should be introduced into the
claims process.

@ Conclusion:

= Overall declinature rates are very low,
indicating cover continues to meet the

demands and needs of the target market.

@ Action:

= Consider introducing more specific
declinature codes so that root cause
analysis can be conducted, and
interventions can be created to improve
claims acceptance rates.

Remind partners to explain to customers
that the lower the level of cover a
policyholder chooses the greater the
risk thal the policyholder will break down
where no cover is in place - for example
at home where no At Home cover was
selected.

Our ethos is to never leave a policyholder
at roadside. We will always offer the
customer a solution - which may include

pay on use services. This approach ensures
low declinature rates for our products.

(® Out of a total of 503,708 claims 94.8% of claims were accepted

@ Of those that were declined the review shows that cover
level entitlement was the major cause for declinature

claims accepted -
claims declined -

94.8% 5.2%

Total Percentage of Insurance Partner claims
accepted and declined July 2021-June 2022

Of those that were declined the review shows that the lower the level
of cover the greater the percentage of claims declined for example
roadside only cover accounts for nearly half of all declined claims

Split of repudiations by cover level July 2021-June 2022

Other [keycare/LE|/Misfuel) 442% (D R = Roadside
FRAROTE s R = Recovery
RRAHOT 597
RRAHE 0.32% | AH = At Home
RRAH v.12% (T
RAH o OT = Onward Travel
RROTE || 0.15% | E = European
RRE 0.22% |
RROT a5 (D LE| = Legal Expenses Insurance
RR -
RE 0.01% |
ROT 0.09% |




Complaints

Claims related complaints - Insurance
Partner division

This review addresses all the claims related
complaints reported in the review period
from July 2021 to June 2022.

In this period, there were 10,089 complaints
related to the claims process, with a monthly
average of 841 complaints.

Around 67% of all complaints were upheld
but this varied according to the type

of complaint. There were a total of 40
complaints the customer referred to the FOS
{please see below for further details).

The complaint to claims ratio between July
2021 and June 2022 was 1.9%. This shows
only a small minority of customers made a
complaint about the service received, which
indicates customers receive a good service
but overall complaint rates are still an area
we will continue to monitor closely.

At 1.9% complaint to claim ratio, only a

very small proportion of claims lead to a
complaint so overall figures are low indicating
levels with our products are high.

satisfaction

Reasons for complaints and complaint volumes
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Whilst we always strive to attend our
policyholders on time there are some
iInstances where service does not meet
policyholder expectations. Roadside delays

are the biggest cause of dissatisfaction.

Reasons for Complaints

Delay — 59.4%

Alrmost 60% of complaints or 6,723 cases
within the Insurance Partner sector were
classified as delay, with several reasons for
the delay:

57% of delay complaints were due to the
initial wait

+  21% of delay complaints were due to
recovery wait time

* The remainder were due to a variety of
reasons such as the policyholder being
unhappy with Estimated Time of Arrival
(ETA) provided, the time to contact the
RAC, linked recovery delays, deferred
job delays and the time taken to redeliver
a vehicle

These complaints have a high upheld rate
(86%). Most of the delay complaints relate
to the time it took to be reached after the
initial call, which was several hours for some
customers

General analysis of all RAC delay complaints
suggests many of the complaints about the
initial attendance mentioned issues with
communication whilst waiting to be seen.
Several also mention being given multiple
ETAs and examples of driving home with the
fault or finding alternative ways to get the
vehicle home and then making a complaint
asking to be refunded for their outlay.

Delay complaints were particularly inflated in
Summer 2021. During this period, UK driving
behaviour changed as many people stayed
in the UK rather than going abroad for a
holiday due to the pandemic’s impact on
overseas travel. This increase in complaints
correlated with an increase in Average Time
to Attend (ATA).

Whilst delay complaint volumes have mostly
been falling since September 2021, the ATA
has still been over an hour with external
factors such as an ageing vehicle parc and
increasingly complex fault mix resulting in
record recovery levels compounding the
stretching attendance times at roadside.

Several interventions have been introduced
to address the issue including investment in
our flatbed and recovery capability as well as
investment in operational initiatives.

Competence — 10.3%

The second most commaon reason for
complaint was related to RAC's competency
and the issues caused as a result of errors
and mistakes by patrols and call centre staff
Just over 10% or 1,170 cases of complaints
were directly related to competency

with complaints ranging from call centre
competence to misdiagnosis, failure to repair
a vehicle or being given incorrect advice.

Only 40% of these complaints were upheld,

Charges — 7%

Almost 7% or 790 cases of complaints
within the Insurance Partner sector were
classified as charges, with 26% of these
where the policyholder has disputed the
charges. Other causes for complaints
include police recovery fee charges. refunds
on cancelled jobs and a belief that charges
have been imposed incorrectly. 47% of these
complaints were upheld during the review
period.

Refusal of service — 5.6%

Just over 5.6% or 634 cases of complaints
within the Insurance Partner sector were
classified as refusal of service with 55%
where cover could not be validated and 35%
of these being due to the claim not meeting
T&C's. The remainder were due o reasons
such as same fault, attitude and behaviour of
the policyholder or dissatisfaction of refusal
due to vehicles having no valid Road Tax or
MOT. 38% of these complaints were upheld
during the review period.

Damage — 5.5%

Just under 5.5% or 619 cases of complaints
within the Insurance Partner sector were
classified as damage with the majority being
about damage caused during the recovery
process and damage to the body of the
vehicle. 27% of these complaints were
upheld during the review period.

FOS Complaints

During the review period there were 40
complaints referred to FOS. Of the decisions
retumed to date, 6 were upheld and 1 was
partly upheld, which provides assurance
over the outcomes received by customers
during the complaints handling process.

@ Conclusion:

RAC is confident that our low complaint
to claims ratio demonstrates overall
satisfaction rates with our products

are high and this product continues

to demonstrate fair value and gocd
customer outcomes.

@ Action:

RAC will consider investigating

why some customers are not being
validated at point of claim, We will
investigate whether there are call centre
competency issues or whether there are
data flow issues with particular Insurance
Partners.

« For the small percentage of customers
who experience long waits RAC need
to improve the quality of the customer
communication and provide an
improved alternative solution for those
policyholders.

RAC will analyse the effectiveness of
the interventions introduced to address
delays and continue to monitor the
impact to customers through analysis of
data; SLAs, NPS and complaints.



This is the first review in line with new regulations.

Fartner Review

We review products with each partner on

a monthly and quarterly basis via Account
Manager and Director meetings and we
review with partners on an annual basis via
performance reviews and through annual
audits. During this process any changes to
T&Cs and products are mutually agreed and
implemented with our partners

Histarical Market Reviews and Product
Development

RAC have historically distributed personal
lines breakdown products (carfvan/
motorbike) into the insurance broker marked.
In 2018, we identified an opportunity to
expand the product range available to
brokers via the RAC Broker Portal and
launched taxi, minibus, taxi minibus,
motorhome and courier breakdown products

Given the success these additional products
had, we identified further opportunity to
expand our suite of products via this channel
as brokers had limited access to breakdown
products for additional vehicle types and

in particular very limited markets for fleet
breakdown

In August 2020, we developed a new RAC
Broker Portal with the functionality to launch
a new proposition into the broker channel
covering all vehicle types on a single vehicle
and fleet policy basis all under one policy
wording

We included several features previously not
available to brokers Including mixed fleet
policies, allowing customers to purchase
sreakdown mid-term and risk rated
products allowing for competitive premiums
Distribution of the product was expanded in
January 2021 by launching the proposition
onto Acturis, a leading broker software
house, enabling easy access to the RAC
proposition and operational efficiencies for
brokers



As RAC manufactures this product, it is

responsible for the Terms and Conditions
and the IPID that is shared with the customer
during the sales process. Prior to release,
each piece of EAC's literature is initially
reviewed by a first line reviewer to ensure
they are clear, fair and not misleading,
before being reviewed by compliance prior to
publication,

Partners are responsible for the sale
administration, policy issue, mid term
adjustments and renewal.The RAC provide
clear training material and request to sign-
off all marketing literature relating to RAC
breakdown products.

RAC's Insurance partners team has

a dedicated Digital Account Manager

who works together with our technical
manager to advise partners on all aspects
of product literature that we are jointly or
fully responsible for. Product literature also
forms part of training packs and face-to-
face training that is conducted in partner call
centres.

The division of responsibility involved

in product governance Is shown in the
tables opposite. In the majority of cases
RAC are the sole manufacturer of the
breakdown product and responsibilities are
reflected in table 1. Where partners are
co-manufacturers (if partners choose to use
elements of breakdown as part of a bundled
offering) the roles and responsibilities differ
slightly and are illustrated in table 2

erms and Conditions

The information provided in the terms and
conditions are clear and in plain English.
However, customers receive the same
Ts&Cs regardless of the combination of
cover they have selected so they need to
read them in conjunction with their schedule
to see which elements of cover apply to
them. This is common with insurance
products and is an acceptable way to
efficiently inform customers of cover

Declinature rates are extremely low so there
are no concerns over customers not being
able to receive support at point of claim.
RAC provides a comprehensive claims
journey, and a potential solution can be
offered in almost all the scenarios drivers
may face. If it is not something they already
have cover for, it is something we can
support them with at a charge. This means
that customers are very rarely turned away

Complaint data does not suggest any aspect
of the T&Cs are a cause for concern for our
customers, whilst some customers express
they were unaware of a clause [ limitation,
we have reviewed complaints data and
literature and have not identified any arsas
that cause concern

Table 1: Division of the roles and responsibilities involved in product

governance where RAC is the product manufacturer
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General Insur:

Product Design and Governance:

Product Design and Approval Process (including Vulnerable Customers)

Target Market Stalemeant (TMS)

Undesstanding of ientified target market {Including Vulnerable Customers)

Product Testing

Selection of distribution channels

Ensuring products are disteibuted to the Mentified targetl market

Product monitoring and share annual reviews 1o ensure product remains approprigte 1o target market and remains
oansistant with the fair valus assessment

IPID development | design and lechnicallcompliance approval

Provide appropriate information to distributors and clearly differentiate that information which is intendead for
distributars €.g. Training Material, andfor customears (IP1D)

Have adequate arrangemsants to oblain information: about the product and the product approval process.
Contract Price — clearly arliculate whether the price delivered to partners is retail {o customer or net ta pariner.

Presale activities:

Drafting of marketing iterature i.e., Do RAC provide Information to the Pariner to Inserl Into thelr marketing litieraiue?
Tachnical approval of markating Bleratura La., Does RAC need o provide approval for any element of the marketing
literature produced in ralaton to thair product?

Compliance approval of marketing literatura Le., Does the RAC Compliance team need (o approve marketing
literature in relation to their product?

Paolicy wording | TRCs i.e,, Does RAC provide the policy wording and terms and condiions for inclusion within the
Fartner literatuma?

Technical approval of Policy document e, Does RAC Technical team need 1o approve the policy document for
incluslon within the Partner Mteratura?

Compliance approval of Policy document e, Does RAC Compliance team need 1o approve the Policy document for
Inciuslon within the Partner literatura?

Table 2: Division of the roles and responsibilities involved in product
governance where RAC is the product co manufacturer
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Post-sale activities:

Witten confirmation of cover

Approval of post-sales comespandence
Issuance of Policy documents
Issuanca of endorsements

Issuarca of ranewal nolics

Payment collection

Cancellation of Policy

Refund of premiumsa

Claims agalnst the breakdown product:

Claims Handling

Megotiation of Claims

Agreament of Claims

Setilement of Claims

Quarias concaming product / breakdown insurer ! process

Complaints (in relation to the RAC product):

The sales of product

Disputed Claims

Misreprasentation in regpect of Marketing literature
Abaut the producticover that is offered

FOS claims compaints

Regulatary reporting of claims complaints

Miscallaneous:
Keap proper records and accounts
|dentification and management of any patential confiécts of interest
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IPIDs

RAC provide IPIDs to all insurance partners
to ensure that all policyholders receive
clear and consistent messages regarding
RAC products regardless of whether those
products are RAC or partner branded.

Where the partner produces one IPID that
includes breakdown, RAC provide the
necessary content.

The information clearly states that all
elements of cover other than Roadside are
optional and the customer needs to refer to
their schedule to confirm the level of cover
they have selected.

® Conclusion:

+ RAC's Insurance partners team have
our own senior technical manager who
owns responsibility for all policy wordings
and IP1Ds exclusively for our partners in
this sector. RAC are comfortable that all
breakdown T&Cs and IPIDs distributed
by partners are consistent with fair value
and good customer outcomes.

® Action:

+  RAC are working towards uniformity
where possible with regards to the T&Cs
offered to policyholders. However, there
are multiple versions in circulation due
to the specific adaptations required by
partners. Any changes to T&Cs or IPIDs
invariably take a minimum of 12 months
to implement.

*  Where RAC identifies any elements
of cover or product literature that is
not consistent with fair value or good
customer outcomes, it will notify the
partner and advise whether this change
can be applied from renewal, ar whether
it is required to be immediately corrected
by notice of variation.



RAC are confident that the current average
breakdown retail prices and commissions

charged to the end customer by our
Insurance partners are acceptable and
represent fair value to policyholders.

/

Fees and Charges

RAC, as manufacturer of the breakdown
product, has historically never set the retail

prices or commission levels (maximum or net premium and may not meet FCA/TCF : o
minimum) for the breakdown products within requirements, RAC may suggest a maximum ke 60.51 48.11 ASb%
the insurance partner space. The reason for gross premium and if the partner does Car 73.05 48.65 B66.6%
this is every insurance partner has different not accept this then RAC have the right to , =
marketing, sales and administration costs withdraw the product. Car Classic 7946 °rae e
which can vary significantly across the online : _ Caravan 67.26 27.82 41.4%
and offline sales channels. Our partner‘.; dare UbilgEtEd tﬂ disclose thE-‘ Caravan an 8.3 4.93 B5.2%
SEEILIG Wiich Y @t aDliHed o enei Horsebox & Trailer | 120.86 30.99 25.6%
sector that distribute our products are to the premium paid by the policyholder. LCV 83.67 36.31 43.4%
regulated firms selling many types of core MaﬂTeting materials must c-:;mplyr "'f;ilth ?“ Minibus 84.85 15.35 18.1%
insurance cover including motor, home regulatory requirements, and specifically
and commercial, As regmated firms the-’f those which relate to financial pmmutiﬂns. Motorhome 158.77 47.37 29.8%
must act in accordance with the relevant . _ . Mini Fleet 59.33 20.55 34.6%
regulatory requirements. They must also Complaints, cancellations and ‘3'3"'”5&: Car Taxi 77.70 10.48 13.5%
adhere to the terms of their agreement with ~ @re monitored monthly as part of RAC's , )
RAC, which includes obligations to act in product governance framework to ensure Car/Bike/LEN i 19.52 Sk

the best interests of the customer, to ensure
that its employees possess the necessary
knowledge, qualifications, understanding
and skills required to compliantly sell the

that the gross premium is too high after the
partner has added its commission to the

full oversight of our breakdown products.
Regular Account Management meetings take
place between RAC and our distributors,

For illustration purpose we have assessed

Average RSP

(excl, IPT})

Average

Commission £

Average
Commission %

The above RSP's are for optional policies where breakdown is an add-on to the core insurance policy

Cancellations

product to the target market. In addition, In terms of cancellations, as long as the end @ Conclusion:

they are required to maintain appropriate
systems to ensure the proper performance
of their obligations under the agreement with
RAC, of which RAC have full rights to audit.

As the UK motor insurance market is highly
competitive across all vehicle typesto a
significant degree the effectiveness of the
market ensures that the breakdown product
sold by partners is competitively priced and
continues to deliver value to policyholders.
In terms of commission, if RAC believes

the Retail Selling Price (excluding IPT),
Commission £ and Commission % for all
vehicle classes sold within the insurer and
broker division. These are illustrated in the
table opposite.

customer has not made a claim within the
policy period we provide a full refund if within
the 14 day cooling off period and a pro-rata
refund after the 14 day cooling off period.

From reviewing the current average
breakdown retail prices and commissions
we are comfortable that the retail prices
and commissions charged to the end
customer by our insurance partners

are within an acceptable range and
represent fair value to policyholders.



RAC'’s breakdown products are wholly RAC
underwritten with all elements managed and
monitored in-house. For some specific levels
of cover, including breakdown provision in
Europe, hire car and support for our own UK
service network we use 3rd party suppliers.

3rd Party Suppliers

Opteven

If the breakdown occurs in Europe, then
customers will speak with and be handled
directly by Opteven. Opteven are based in
Lyon, France and if the breakdown occurs
in Europe, they will arrange all services with
local, independent service providers.

Opteven remain the main point of contact for
the customer to maintain consistency and
ensure a good customer experience.
Opteven adhere to a set of contracted

KPIs and have generally performed well
through a very challenging period. RAC
continually monitors the service provided
by our European partner and conducts
regular reviews of Opteven's performance
KPls, staff coaching logs, and results of call
listening exercises. RAC has identified no
maternial issues with the performance of our
European partner that affect good customer
outcomes or deter from the fair value of this
product.

Recovery Contractors

Contractors are assigned to attend around
10% of breakdowns for example if Patrols
are not available or if special resources are
required.

Contractors provide additional resource
which enables RAC to provide a consistent
service to customers, particularly in remote
areas and through surges in demand.

A specialist team manage the onboarding
process, performance, and relationship with
300 contractor firms:

« 130 territory contractors who cover
specific postcodes, collectively covering
every postcode in the UK

» 170 service contractors who provide a
back up if no patrols or service
contractors are available

Performance is measured weekly against
certain SLAs including average time to
attend, refusals within territory, completion
times and complaints. Throughout the
review period the attendance time from our
contractors was higher than normal.
External factors such as Brexit, the
pandemic and changing shopping habits
(e.g. more e-commerce) caused there to be
a shortage of drivers.

This resulted in some parts of the industry
increasing salaries to attract drivers which
made the market more competitive. This
coupled with rising inflation led to a few
smaller firms leaving the market. RAC has
now increased its call out rates for
contractors to support their business and it
is in our best interest that these firms
remain commercially viable.

Onward Travel

Onward Travel service elements are
outsourced. Onward Travel suppliers have
been significantly impacted by widely known
external factors such as the pandemic,
Brexit, supply chain issues and the ongoing
economic crisis. The RAC is closely
monitoring and working with our partners to
mitigate the risk this poses to RAC's ability to
service claims, particularly for hire cars and
accommodation.

Europcar has been the preferred supplier
for hire cars but since the pandemic, they
have had several operational challenges
that have impacted their ability to deliver on
contractual obligations. This has resulted in
several complaints as 50% of all hire car
complaints were relating to delays and
availability of required vehicles, three
quarters of which were upheld or partly
upheld. RAC have now changed primary
hire car supplier to Enterprise Rent-A-Car.

In addition, RAC's hotel reservation
provider has been experiencing isolated
incidents where it has failed to provide
hotel accommaodation, but this was due to
resourcing issues in the wider travel
industry because of Brexit and the
pandemic.

@ Conclusion:

Whilst the vast majority of claims are
handled by RAC patrols, RAC relies on
a number of outsourced third-party
suppliers to deliver service in Europe
and for the provision of onward travel
services and jobs patrols cannot do.

We believe that these providers have
not affected the fair value of our
products bul note that under the review
period there have been unprecedented
world events that have affected the
ability of our providers to consistently
meet expecled service levals.

® Action:

It is evident that we need to improve
the quality, accuracy and speed of the
data that we receive from these third
parties to ensure that those services
not directly delivered by RAC
employees (patrol and recovery
drivers) is of sufficient quality to ensure
no detriment to policyholders.

RAC continue to invest in our own
recovery fleet and support the
contractor network with fuel escalator
payments to lessen the strain on the
network.



Customer dala

Customer data is captured during the sales
process which for this distribution channel is
not conducted by RAC but by our partners

For the exchange of customer policy and
claims data between the RAC and our
partners, we utilise a file share platform to
facilitate SFTP file transfers for both in and
outbound data. Data is received in agreed
formats via daily delta files and incorporated
into our systems

Sharing data with third parties

During the claims process, customer data

is shared with contractors who may be
appointed to attend a call out, and onward
travel suppliers as well as with our European
partner, Opteven for jobs in the EU.

Contractors

Individual customer dala is transferred o
contractors electronically from ICAD using
the Apex system. This system is an industry
standard lhat enables lhe contractors (o
receive details of the claim.

Onward Travel

Individual customer information is entered
into a portal when arrangements are booked
by RAC's Onward Travel team. Suppliers
receive this information and process the data
o be able to deliver the service.

The following portals are used in this
process:

+ FEuropcar — Ebiz

« Enterprise — Arms
=  Taxi — Mobilio

«  Taxi— CMAC

« Hotels — Clarity

European

RAC customer data for European policies

is shared with Opteven on a daily basis via

a secure SFTP transfer. We share essential
information only to allow Opteven to manage
the customers’ claims.

Data Protection

We routinely undertake Data Protection Im-
pact Assessments for our key systems and
processes to ensure that they comply with

data protection laws.

Our compliance with data protection laws is
monitored by our Data Protection Officer and
audited by our internal audit team (which
acts as the third line of defence). The Data
Protection department are responsible for
conducting and storing DPIAs.

RAC Data Flow for Breakdown Products
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