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QOutlook

Recent trends in auto insurance suggest that one of the major areas ripe for disruption is
auto insurance claims.

Manual claims processing is often seen as a necessary evil by both insurance carriers and policyholders alike.
But what if there was a way to make claims processing easier, faster, and less error-prone?

This is where technology comes in. By harnessing the power of data and using it to streamline the claims
process, auto insurance carriers can provide a much better experience for their customers while reducing
costs.

In this quide, we'll take a look at some of the ways that technology is
changing the auto insurance claims landscape and how carriers can use
these changes to their advantage. We'll also provide some insights into
the future of claims processing and what we can expect to see in the
next few years.
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What's In This Guide?

In this guide, we'll cover the following topics:

The current state of auto insurance claims

Recent trends in auto insurance claims

How technology is changing the auto insurance claims landscape
What carriers can do to improve their claims process

The future of auto insurance claims processing
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The current state of
auto insurance claims

Auto insurance claims have been around for as long as
there have been cars on the road, and while the claims
process has gradually evolved over time, it has remained
largely the same for many years.

Typically, when a policyholderfiles a claim, they must first
submit a detailed report of the incident to theirinsurance
carrier. The carrier then opens an investigation and may
ask for additional information from the policyholder.

Once the carrier has all of the necessary information,
they will determine whether or not the claim is valid and
how much money should be paid out to the policyholder.
If the policyholderis unhappy with the decision, they can
file an appeal.

This process can take weeks or even months to complete,
and is often seen as being slow, cumbersome, and opaque.
As a result, policyholders frequently feel frustrated and
dissatisfied with their experience.

Key auto insurance statistics

Nearly 215 million drivers carry car insurance in the
U.S. (ValuePenguin)

The industry as a whole is worth about $316.2 billion
as of 2021 (I1BISWorld)

The market size of the automobile insurance industry
is expected to increase 1.7% in 2022 (IBISWorld)

The average cost of carinsurance in the U.S. is $1,771
for full coverage (Bankrate)

Every year, there are more than six million auto
insurance claimsin the U.S.

Private Passenger Automobile Insurance, 2012-2021

($000)

I

Net

premiums | percent | Combined
Year | written (1) ratio (2}
2012 $103,429677 3.0% 1032
2013 107,446,382 39 1036
2014 112,354,903 46 1038
2015 116,305,809 35 1079
2016 124439721 70 109.4
2017 133745174 75 1055
2018 144,450,175 8.0 1005
2019 147289907 20 101.6
2020 144,115,139 2.2 94.8
2021  147509,249 24 1004

(1 After relnsurance transactions. excludes state funds.
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llision/comprehensive

Col
Net Annual

premiums | percent | Combined

written (1} | change | ratio (2)

$64,619,667 27% 1002 06 pts.
67,452,663 4.4 987 -15
71,096,640 54 1002 15
76,486,433 76 994 -08
82,031,826 84 1015 21
88,489,745 67 983 -32
96,475,072 9.0 937 -4.6
100,438,313 41 94.6 09
99,607,381 0.8 892 53

103,789,657 432 1041 149

(2) Adter dividends to policyholders. A drop In the combined ratlo represents an Improvement; an Increase represents a delerloration.

(3) Calculated from unrounded numbers.

Source: MAIC data, sourced from S&P Global Market Intelllgence, Insurance Information Institute.

Source: https://www.iii.org/fact-statistic/facts-statistics-auto-insurance

EasySend In-Depth Guide to Auto Insurance Claims in 2022: Technology & Strategy 5


https://www.ibisworld.com/industry-statistics/market-size/automobile-insurance-united-states/
https://www.iii.org/fact-statistic/facts-statistics-auto-insurance

Recent trends in auto
insurance claims

In recent years, various changes have taken place in the
auto insurance claims landscape, driven by a number
of factors including the rise of digital technologies, the
effect of the global pandemic andisupply chain'shortages
on driving patterns, and the growing number of car
accidents.

frequency of claims is on the rise

One of the most notable changes in auto insurance is
the increase in the number of claims being filed which,
according to data from the Insurance Information Institute
(1), has risen steadily since 2010 across insurance claim
types.

LI B

Frequency of auto insurance claims by type

YEAR BODILY INJURY PROPERTY DAMAGE COLLISION COMPREHENSIVE
2010 0.91 3.53 5.69 2.62
2011 0.92 3.56 5.75 2.79
2012 0.95 3.50 5.57 2.62
2013 0.95 3.55 571 2.57
2014 0.97 3.41 5.93 2.79
2015 0.89 3.45 6.01 2.72
2016 0.95 3.45 6.13 276
2017 1 3.45 6.14 2.86
2018 1.02 3.33 6.13 3.02
2019 1.01 3.27 6.07 3.23
2020 4.63 $3,588 294 $1,995
Average 0.95 3.36 5.80 2.81

From a frequency standpoint, collision claims are most commonly filed at an average of 5.9 claims per 100 year of insured
coverage on a vehicle. The second most frequent claims are property damage at 3.4, comprehensive at 2.8, and, least
frequent, bodily injury at 1 claim per 100 car years.
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Therisein
insurance payouts

Insurance payouts are expected to increase due to the
rising frequency and severity of claims. In a 2019 report,
the Il found that the average cost of an auto insurance
claim rose by 3.3% between 2018 and 2019. While 2020
saw a slight drop, the pandemic-caused decrease in
driving is not expected to have a significant effect on
claims costs in the next years.

This trend is likely to continue in the coming years as the
frequency and severity of claims continue to rise.

The average value of private passenger auto collision
insurance claims for physical damage in the U.S. from
2007 to 2020 (in USD) source

2007 2008 2009

The four categories of auto insurance claims are bodily
injury, property damage, collision, and comprehensive.
Bodily injury and property damage claims are about
liability or the policyholder’s responsibility to others
for property damage or bodily injury. Collision and
comprehensive claims cover damage and theft to the
policyholder’s car.

\

T
A
\

In 2020, the average private
passenger auto collision
claim for physical damage
amounted to $3,588 in the
U.S. (Statista)

3,578
3377 3442 3423

3,144 3,169

2013 2014 2015 2016 2017 2018

W.statista.com

Source https:/w

Unsurprisingly, bodily injury claims are the most
expensive, at an average of $15,862 per loss, followed
by property damage at $3,630, collision at $3,247, and
comprehensive are the least expensive at $1,659.
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YEAR BODILY INJURY PROPERTY DAMAGE COLLISION COMPREHENSIVE
2010 $14,406 $2,881 $2,778 $1,476
2011 $14,848 $2,958 $2,861 $1,490
2012 $14,690 $3,073 $2,950 $1,585
2013 $15,441 $3,231 $3,144 $1,621
2014 $15,384 $3,516 $3,169 $1,572
2015 $17,014 $3,628 $3,377 $1,679

2016 $16,913 $3,843 $3,442 $1,747
2017 $16,761 $3,933 $3,423 $1,811
2018 $17,596 $4,165 $3,578 $1,832
2019 $18,680 $4,331 3,752 1,777
2020 $20,235 84,711 $3,588 $1,995
Average $16,543 $3,661 $3,278 $1,690

s N

krate.com/insurance/car/auto-ipstrance-statistics

Rising cost or repairs

One of the biggest drivers of increased payouts is the This trend is likely to continue in the future as the cost of
cost of repairs, which has been rising steadily for many labor and parts continue to increase.

years. According to the National Insurance Crime Bureau,
the average cost of auto body repairs rose by 4.1% from
2018 to 2019.

The average cost of auto body repairs in the U.S. rose from
$2,425in 2010 to $3,421in 2020 (in USD).

Figure 43 / Repairable Vehicle Damage Appraisals - Vehicle Mix Statistics
by Calendar Year

SOURCE: CCC INFORMATION SERVICES INC., CCC NATIONAL INDUSTRY

CY2010 CY2011 CY2012 CY2013 CY2014 CY2015 CY2016 CY2017 CY2018 CY2013 CY2020

Avg Repair Cost $2425  $2.497  $2,551 $2597  $2689  $2752  $2.870  $2,941 $3075  $3243  $3.421
% Chg from prior calendar year  1.1% 2.9% 2.2% 1.8% 3.5% 2.3% 4.3% 2.5% 4.6% 5.5% 5.5%
Non-Driveable % 22.6% 21.9% 21.8% 211% 20.6% 20.6% 20.3% 20.5% 20.8% 20.4% 21.7%
% of Claims with Suppl(s) 47.1% 46.9% 47.2% 46.1% 46.5% 48.0% 49.2% 51.5% 53.2% 57.1% 60.9%
Suppl % of Total Repair Cost ~ 10.4% 10.7% 2% 12.1% 12.6% 18.3% 14.4% 16.1% 17.2% 18.1% 18.7%
Avg Vehicle Age 5.79 5.99 6.1 6.19 6.10 6.00 8.93 7.90 6.91 5.94 617
Avg CCC Regional Value Amt  $12,851  $13133  $14280  $14,996  $15022  $15324  $15275  §$15787  $16,084  $16,482  $16,657
Avg Odometer 80,412 82,634 83,875 82,712 83696 82206 80,098 79,675 79,425 79,454 82539
Avg Mileage per Vehicle Year 13,899 13,792 13,726 13,372 13,615 13,620 13,576 13,505 13,476 13374 13,382
Parts % Total Repair Cost 38.2% 37.7% 38.2% 38.9% 39.3% 40.1% 39.8% 39.7% 39.9% 402%  40.0%
Avg # Parts Repl per Claim 7.9 8.0 83 87 9.0 93 9.4 96 99 10.6 m
OEM % of Total Part Amt 63.4% 63.3% 63.1% 62.8% 64.0% 63.7% 62.9% 62.6% 61.7% 62.3% 61.8%
Labor % Total Repair Cost 42.6% 42.8% 42.3% 41.9% 41.7% 40.9% 412% 41.0% 40.3% 396%  39.4%
Avg Labor Hrs per Claim 223 223 224 225 22.7 228 23.1 232 234 236 24.0
Avg Hourly Body Rate $44.61 $45.01  $4550  $46.13 $46.67  $47.27  $47.82  $48.87  $50.30  $5144  $52.27
% Chg from prior calendar year 1.7% 0.9% 11% 14% 12% 13% 12% 2.2% 2.9% 2.3% 16%
Repair % Total Labor Amt 40.8% 42.2% 41.8% 413% 41.3% 40.7% 42.2% 41.8% 40.6% 39.7%  39.7%
Total Loss % Vol 15.0% 14.7% 16.1% 14.0% 14.1% 16.4% 16.7% 17.9% 18.5% 19.2% 205%
Collision Losses % Vol 52.8% 51.8% 52.2% 53.5% 53.9% 54.5% 53.3% 53.3% 53.9% 53.8%  52.8%
Comprehensive Losses % Vol 16.2% 18.4% 17.5% 15.9% 15.8% 14.8% 16.56% 16.8% 16.0% 16.1% 20.3%
Liability Losses % Vol 31.0% 29.8% 30.3% 30.6% 30.2% 30.7% 30.2% 29.9% 30.1% 30.0%  26.9%
Vehicles 7 Years & Older % Vol ~ 36.5% 38.8% 40.7% 42.2% 42.8% 41.8% 38.3% 36.5% 35.4% 35.2%  36.9%
Light Truck % Vol 42.6% 42.6% 42.9% 431% 43.4% 44.2% 45.9% 48.1% 50.1% 52.4%  552%
Asian Vehicles % Vol 43.8% 45.0% 46.3% 47.5% 48.3% 49.0% 49.6% 50.1% 50.5% 50.8%  49.2%
Domestic Vehicles % Vol 47.7% 46.2% 44.5% 43.1% 42.2% 41.4% 40.8% 40.5% 40.1% 39.6% 41.6%
European Vehicles % Vol 85% 8.8% 9.2% 9.4% 95% 9.6% 95% 9.5% 95% 9.6% 9.2%
Luxury % Vol 16.7% 15.7% 15.9% 15.8% 15.6% 15.5% 16.5% 15.5% 16.4% 15.6% 14.9%

Source https:/www:-reépairerdrivennews.com/2021/03/17/see-how-aute“body-industry-
/worked-earnéd-during-pandemic-with-cces2021-crash-course

EasySend In-Depth Guide to Auto Insurance Claims in 2022: Technology & Strategy 8


https://www.bankrate.com/insurance/car/auto-insurance-statistics
https://www.bankrate.com/insurance/car/auto-insurance-statistics
https://www.repairerdrivennews.com/2021/03/17/see-how-auto-body-industry-worked-earned-during-pandemic-with-cccs-2021-crash-course/

The threat of new
entrants

Another factor that is affecting the industry is the threat
of new entrants into the market. In recent years, a number
of new players have entered the auto insurance claims
space, offering policyholders a more streamlined and
efficient claims process.

The impact of
technology on
user expectations

Technology is also having a major impact on the auto
insurance claims landscape. Today's policyholders are
more tech-savvy and expect a more streamlined and
efficient claims experience. As a result, insurance carriers
are turning to technology to improve the claims process.

Research shows that 40% of
drivers who submit a claim

are likely to switch insurers
within the year (ims).

According to recent study, insurance customers ranked
the following as the top three areas where they would like
to see improvements in the claims process:

1 Seamless customer experience

Reducing the amount of time it

takes to resolve a claim

Improving communication

throughout the claims process

How technology

is changing the auto
insurance claims
landscape

Autoinsurance has undergone tremendous changes due
to technological advancements and changing customer
needs. As we move into 2022, the auto insurance industry
will continue to be shaped by these factors.

Here are some of the key trends that we expect to see in
the coming years in auto claims. The areas we expect to
be transformed by technology are:

e

First notice of loss (FNOL)

Claimants will increasingly use digital channels such as
chatbots and virtual assistants to report their claims. This
will allow insurers to gatherinformation more quickly and
efficiently and could help to reduce fraud.

_

Claims adjusting

The use of artificial intelligence (Al) will continue to grow in
importance in claims adjusting. Al-powered chatbots and
virtual assistants can help to speed up the claims process
by automating routine tasks such as data gathering and
customer communication.

[ X X J

Fraud detection

Machine learning will be used increasingly to detect and
prevent fraud. By analyzing large data sets, insurers can
identify patterns of fraud and take steps to stop it before
it happens.

Customer experience

Policyholders are increasingly demanding a more
seamless and efficient experience. In response, insurers
are turning to technology to automate and improve claims
handling.

In order to stay ahead of the curve, streamline the process
and make it more efficient, insurers need to embrace
these changes and adopt new technologies. Those who
don't will risk being left behind
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Steps in auto claims
workflow

Insurers typically have a goal of settling and paying your
claim within 30 days, following the Standards for Prompt,
Fair and Equitable Settlements.

There are a few key steps in the auto insurance claims
workflow:

0 First notice of loss

The policyholder notifies the insurer of the incident,
typically via phone or online.

e Data gathering

At this stage, the insurer will collect information about
theincident, including photos, police reports, and witness
statements.

Investigation & assessment

The adjuster will investigate the claim and assess the
damages.

Estimate

The insurer will generate an estimate.

Settlement

Once the damages have been assessed, the insurer will
make a settlement offer to the policyholder.

30 days

Settlement & Payment

Payment

Once the repairs have been completed, the policyholder
will be reimbursed by the insurer.

Appeals

If the policyholder is not satisfied with the settlement
offer, they can file an appeal.

e Repair

If the policyholder decides to repair their vehicle, the
insurer will reimburse them for damages up to the agreed-
upon amount.

e Post-settlement follow-up

40% of insured car owners switch insurers after filing a
claim. Itisimperative to maintain regular communication
with the customer.
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Why does it take so long
to process a claim?

Customers want their claims handled promptly and
efficiently, with as little hassle as possible. Yet, claims
remain to be one of the most complex and time-
consuming tasks forinsurers. Common issues that cause
delays include:

Why does it take so long to
process a claim?

One of the biggest challenges in claims processing is
incomplete or inaccurate data. This can be caused by
human error, such as incorrect information being entered
into the system, or by a lack of data integration between
different systems.

One of the most common delays is when the customer
doesn't provide all of the required information, delaying
the entire process.

Lack of communication

Another common issue is a lack of communication
between different departments within the insurer, or
between the insurer and the policyholder.

Insurance claims aren't dependent on just one person.
The process involves multiple parties who must provide
the required information. This can lead to delays in the
claims process as information is passed back and forth.
For example, to process the claim, the insurer needs to
get data and documents from multiple parties, including:

® The policyholder

® The customer supportagents who receive FNOL from
poicyholders must be available to assist and answer
questions

® Theclaims adjusters

® Thebodyshop needsto be available to work with both
the insured and the claims adjuster

® The hospital and doctor's office should coordinate
directly with the carinsurance personal injury claims
adjuster

® Health insurers typically file their own claim with the
car insurance company of the at-fault driver to seek
reimbursement

If one of the players isn't cooperating, the entire process
can get delayed. Without proper collaboration, a claim can
getdragged out.

Lack of resources

Adjusters are often overloaded with work, which can lead
to delays in processing claims. Oftentimes, insurers are
simply understaffed and lack the resources to keep up
with the demand.

Complex processes

The insurance claims process is notoriously complex,
with many different steps that must be completed in a
specific order. This can make it difficult to keep track of
where the claimis.

There are different types of coverage that can complicate
the claims process. For example, if you have both collision
and comprehensive coverage, the insurer will first
determine which type of coverage is applicable to the
claim.

If you have multiple vehicles on your policy, the insurer
will also have to determine which vehicle was involved in
the accident.

Different claims require different
workflows

There is a wide variety of workflows between different
types of claims, for example, damage claims have a very
different workflow than medical claims, andbodily injury
liability claims have a different workflow than uninsured
motorist bodily injury claims. This can lead to confusion
and delays.

mm Common types of claims:
mm Roadside Assistance Claim
mm Glass Claim

mm Physical Damage

mm Total-Loss Claim

mm Medical Claim

Fraud prevention

Anotherreason why claims can take a long time to process
isthat the insurer wants to be thorough and to make sure
that the claim is legitimate with no fraud involved. This
adds extra steps and therefore delays claims workflows.
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What can be done to
speed up the claims
process in auto
insurance?

As customers become more demanding, insurers need to
find ways to improve the claims process.

Top technologies transforming auto claims in 2022:

Artificial intelligence (Al)
Chatbots

Robotic process automation (RPA)

Each of these technologies can help improve the claims
process in different ways.

Artificial intelligence (Al) can be used to help sort and
categorize claims, identify fraud, automate the claims
process, and speed up decision-making.

Chatbots can be used to communicate with customers
and gatherinformation about their claims.

RPA can be used to automate repetitive tasks
associated with the claims workflow.

Yet, to fully take advantage
of these technologies,

insurers must first transform
the way they collect data.

The problem: manual
data collection methods

One of the main reasons for missing data and delays is
that insurers typically rely on manual data collection
methods, such as phone calls, paper forms, and in-person
meetings.

The way data is collected for auto insurance claims is
often manual and paper-based. This means that a lot of
data needs to be entered into the system manually. This
can be time-consuming and often leads to errors.

It also takes a lot of time to collect all the required
information from different parties. This can delay the
claims process significantly, creating a huge challenge
forinsurance companies.

Digital data collection
is a must for digital
transformation

Digital data collection is essential for insurers who
want to improve the claims process. By gathering data
digitally from the get-go, insurers can take advantage
of technology to automate routine tasks and utilize
data analytics, making the process more efficient and
improving the customer experience.

There are multiple advantages to digital data collection:

Prevent errors: When information is entered manually,
there is a greater chance for mistakes. This can cause
delays as the claims adjuster will have to track down
the correct information.

Ensure that data is complete: Ensure that all required
data and documents are presented at the point of
entry to avoid having to go back to the customer to
gather missing data.

Make it easy to share information between parties:
When information is digital, it can be easily shared with
all the parties involved in the claims process.

Automate workflows: Digitally collected data can be
automatically routed to the appropriate adjuster or
vendor, speeding up the claims process. Automating
workflows makes it easier for adjusters to assess
damages and generate estimates.

Reduce fraud: Digital data collection empowers
insurers to reduce fraudulent claims by allowing
insurers to verify data in real-time and compare it
against historical data.

Integrate with internal systems: When data is digital,
it can be easily integrated with internal systems such
as policy administration, claims, and billing. This allows
for a seamless customer experience.

Transforming data collection leads to efficiency gains
downstream in the claims process, transforming the
entire workflow and enabling automation and efficiency
gains.
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Digital transformation requires

digital data

The bottom line is that insurers need to embrace digital data collection if they want to improve
the auto insurance claims process. Digital data collection enables automation, which leads to
efficiency gains throughout the entire process.

The customer's journey begins long before they ever have to make a claim. In order to provide the best possible
experience, insurers need to focus on the entire customer lifecycle, from quote to claim. By understanding the
customers’ needs at each stage of their journey, insurers can proactively address any pain points and prevent
them from becoming dissatisfied.

What's next for auto insurance claims?

The auto insurance industry is under pressure to improve the claims process. In the coming
years, we expect to see more insurers adopt new technologies to speed up the process and
improve customer satisfaction.

Digital data collection is essential for insurers who want to improve the end-to-end customer
journey. By gathering data digitally from the get-go, insurers can take advantage of technology
to automate routine tasks and utilize data analytics, making the process more efficient and
improving the customer experience.
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