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Chapter: Delivery Model

PUB Approved 9. Cost of Operations and Cost Containment Measures
Issue No:

Topic: Direct Repair Program

Sub Topic:

Preamble to IR:
Question:

Please elaborate on what lessons have been learned from the direct repair program,

and how MPI is addressing those lessons and the cost consequences related to each.
Rationale for Question:

To understand changes in Direct Repair Program evaluation.

RESPONSE:

Lessons Learned:

e Lesson: the geographic restrictions on Direct Repair (DR) limited Customer

uptake on eligible claims.

o MPI Acton: removed geographic restrictions. witheutaddingfurtherrisk-
i loctionf . I o

e Lesson: the limited number of shops in the DR program impacted customer

choice and created a competitive advantage for some larger repair shops.
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o MPI Action: removed the DR under Volume restriction (minimum of 5
jobs/week) which increased the number of eligible repair shops and the

number of options available to customers.

Figure 1 DR Eligible Claims

DR Eligible Claims as a % of total claims
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e Lesson: limited administrative savings once the minimum level of required

estimator effort at MPI’'s service center locations was reached.

o MPI Action: determine the optimum number of MPI Estimator FTEs and

adjust the scope of DR accordingly.
o MPI Action: find efficiencies in Estimating by implementing alternative work
methods such as virtual work queues, exploring photo-based estimating

and expanding the scope of Estimating work to include auditing.

e Lesson: potential concern that DR was decreasing the claims abandonment

rate. A percentage of claims are opened but are left incomplete by customers
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at various stages. The diagram below explains the difference between a

complete vs incomplete (abandoned) claim.

«—MPI Action: analyzed-the-explanatiensprevided-ferbegan analysis on the

abandonment rates for both DR and Collaborative Estimating (CE) claims
(wherein a MPI Estimator writes the first estimate). Fheexplanations

FirstFiseal-Year-efBRMore analysis is required on this topic as the

estimates are written and remain incomplete over time.
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e Lesson: DR claims have 0.29 fewer supplements than CE claims. See figure

below.

o MPI Action (possible): MPI expects that requring customers to have first
estimates prepared a DR repair facility (as opposed to an MPI Service
Centre) will decrease the number of estimates by MPI Estimators and

therefore further reduce the total number of supplements per claim.

Figure 2 DR Claims Results - Monthly Trend
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e Lesson: MPI knows more about shop performance, as a result of analyzing Key

Performance Indicator (KPI) results and regular meeting with shops.

o MPI Action: capitalized on the opportunity to build relationships shops which

recieved positive response from the repair trade.

e Lesson: disappointing administrative savings as increased review time and the
DR premirmrum mean that shop-written estimates cost more than MPI-written

estimates.
o MPI Action: Removed the DR premium in May 2019.

e Lesson: the DR Plus program was confusing and offered no differential offer to

the larger shops which were given “plus” status on size alonelimited—eustomer

: corei e
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o MPI Action: MPI combined the DR and DR Plus into a single program.

e Lesson: claim severity remained under control despite an increase in shop

performance.

o MPI Action: MPI increased earned approval limits by $250 per tier.

o MPI Action: DR claims Earned Approval Limit (EAL) Reporting (see below):

Figure 3 DR Claims EAL Program

45.0%
40.0%

35.0%
30.0%
25.0%
20.0%
15.0%
10.0%

5.0%

0.0%

Repairs Completed

&

H Claims Under EAL

&
=3
o

%
i ":\’

Mar-18 Apr-18

24 B% | 27.3% | 35.3% | 3B.4% 36.3% 35.9% 35.9% 34.5%  34.2% 31.5% 30.1% |30.5%

,\-'D
ey
?Q @'a

!

May-

18

b

ol

e

}'?:-

&

:@

B %E’"

N
N’\-

3 %
¥

Jun-18 Jul-18 Aug-18 Sep-18 Oct-18 Mow-18 Dec-18 lan-19 Feb-19

Figure 4 DR Program Incremental Severity
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e Lesson: less than 50% customer uptake on DR-eligible claims.
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o MPI action: MPI removed repair shop location and size restrictions to

improve the convenience of DR and promote additional customer uptake.

o MPI Action: conducted customer research surveys to better understand the

rationale behind a customer’s decision not to select DR.

Figure 5 Customer Chose DR

DR eligible and accepted claims
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o Lesson: a DR claim that falls under a repair shop’s EAL requires no effort on

the part of MPI and therefore potentially affords an additional avenue for

savings.

o MPI action: increase the EAL dollar levels to get more straight through

processing with EAL.
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Issue No:

Topic: Direct Repair Program

Sub Topic:

Preamble to IR:

Question:

Please elaborate on what lessons have been learned from the direct repair program,

and how MPI is addressing those lessons and the cost consequences related to each.

Rationale for Question:

To understand changes in Direct Repair Program evaluation.

RESPONSE:

Lessons Learned:

e Lesson: the geographic restrictions on Direct Repair (DR) limited Customer

uptake on eligible claims.

o MPI Acton: removed geographic restrictions.

e Lesson: the limited number of shops in the DR program impacted customer

choice and created a competitive advantage for some larger repair shops.
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o MPI Action: removed the DR under Volume restriction (minimum of 5
jobs/week) which increased the number of eligible repair shops and the

number of options available to customers.

Figure 1 DR Eligible Claims

DR Eligible Claims as a % of total claims
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e Lesson: limited administrative savings once the minimum level of required

estimator effort at MPI’s service center locations was reached.

o MPI Action: determine the optimum number of MPI Estimator FTEs and

adjust the scope of DR accordingly.

o MPI Action: find efficiencies in Estimating by implementing alternative work
methods such as virtual work queues, exploring photo-based estimating

and expanding the scope of Estimating work to include auditing.

e Lesson: potential concern that DR was decreasing the claims abandonment
rate. A percentage of claims are opened but are left incomplete by customers
at various stages. The diagram below explains the difference between a

complete vs incomplete (abandoned) claim.
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MPI Action: began analysis on the abandonment rates for both DR and
Collaborative Estimating (CE) claims (wherein a MPI Estimator writes the
first estimate). More analysis is required on this topic as the estimates are

written and remain incomplete over time.

e Lesson: DR claims have 0.29 fewer supplements than CE claims. See figure

below.

e}
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MPI Action (possible): MPI expects that requring customers to have first
estimates prepared a DR repair facility (as opposed to an MPI Service
Centre) will decrease the number of estimates by MPI Estimators and

therefore further reduce the total number of supplements per claim.

Figure 2 DR Claims Results — Monthly Trend
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e Lesson: MPI knows more about shop performance, as a result of analyzing Key

Performance Indicator (KPI) results and regular meeting with shops.

o MPI Action: capitalized on the opportunity to build relationships shops which

recieved positive response from the repair trade.
e Lesson: disappointing administrative savings as increased review time and the
DR premium mean that shop-written estimates cost more than MPI-written
estimates.

o MPI Action: Removed the DR premium in May 2019.

e Lesson: the DR Plus program was confusing and offered no differential offer to

the larger shops which were given “plus” status on size alone.

o MPI Action: MPI combined the DR and DR Plus into a single program.

e Lesson: claim severity remained under control despite an increase in shop

performance.

o MPI Action: MPI increased earned approval limits by $250 per tier.

o MPI Action: DR claims Earned Approval Limit (EAL) Reporting (see below):
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Figure 3 DR Claims EAL Program

45 0%
- 40.0%
e 35.0%
= 30.0%
E 25.0%
o 200%
E b
o 10.0%
o 5.0%
0.0%
&% & % & 3 3 % % % & o o
P G I I A . S
& WP 3 b P of o o Nl P %
May-
Mar-18 Apr-18 "f;’ Jur-18| Juk-18 Aug-18 Sep-18 Oct-18 Now-18 Dec-18 Jan-19 Feb-19
WClaims Under EAL 24.8% 27.3% 35.3% 384% 363% 359% 355% 345% 34.2% 315% 30.1% 305%

Figure 4 DR Program Incremental Severity
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e Lesson: less than 50% customer uptake on DR-eligible claims.

o MPI action: MPI removed repair shop location and size restrictions to

improve the convenience of DR and promote additional customer uptake.

o MPI Action: conducted customer research surveys to better understand the

rationale behind a customer’s decision not to select DR.
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Figure 5 Customer Chose DR
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MPI action: increase the EAL dollar levels to get more straight through
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