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Mitchell Regional Trends

Welcome:

Welcome to the second bi-annual issue of Mitchell’s Regional
Trends Report. This report is designed to help you evaluate your
performance on certain metrics against your local market by
leveraging Mitchell’s large store of Industry data. Knowledge of
the measurements provided in this report can be a key
component in managing your relationship with your DRP
business partners.

In addition to the standard metrics included within every
Regional Trends Report, this issue will provide a state-oriented
look into the topic of hybrids, which were analyzed at the country
level in the 3™ quarter Industry Trends Report. This article will
provide a view of the trends that are affecting this increasingly
expanding market segment.

We hope you enjoy this edition of Regional Trends and that you
will find the hybrid information to be useful in guiding your
business strategy.

Sincerely,
Jason Bertellotti
Vice President, Mitchell Repair Solutions
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Regional Effects on the Average Severity of Hybrid versus Gas Vehicles

By Jamison Day
Senior Director of Information Services
Mitchell International

The fluctuation in gasoline prices in recent years has only hastened the accelerating growth in
the popularity and sales of hybrid vehicles. In the second quarter of this year, Mitchell
International published the results of a study in its Industry Trends Report examining the
difference in estimates and average severities between traditional gasoline-powered vehicles and
their hybrid counterparts. The article looked at different makes and models of hybrids along with
parts, labor and geographic variables to understand the differences in and drivers of severity
between hybrid and gasoline-powered vehicles. This article will review the findings of the
earlier piece as well as provide additional information on more specific regional areas.

Figure 1 shows the dramatic growth in hybrid unit sales being driven primarily by the most
popular, Toyota’s Prius, along with the introduction of hybrid versions of existing vehicle makes
from other manufacturers. Because most hybrid vehicles have a corresponding gas-version sister
vehicle, it is straightforward to do a comparison.

Figure 1: Hybrid Vehicle Sales Growth'
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Figure 2 shows that, while the magnitude of the severity differences vary somewhat amongst
makes, the overall finding of hybrid’s having higher severities is clear.
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Figure 2: Average Severity — Hybrid vs. Gas Vehicles®

All Vehicles 2001-08 8.7% $2,769 $2,338 18.4%
Ford Escape 2005-08 4.0% $3,236 $2,548 27.0%
Mercury Mariner 2006-08 6.4% $3,868 $2,716 42.4%
Honda Accord 2005-07 1.5% $2,934 $2,414 21.5%
Honda Civic 2003-08 8.8% $2,714 $2,438 11.3%
Lexus RX Series* 2006-08 17.7% $3,252 $2,823 15.2%
Toyota Camry 2007-08 8.2% $2,769 $2,356 17.5%
Toyota Highlander 2006-08 6.4% $2,714 $1,903 42.6%
Toyota Prius** 2001-08 14.1% $2,704 $2,174 24.4%

Note: Because it has no direct hybrid match, the Prius was compared against the Toyota Corolla.

Because these averages were derived from nationally tabulated numbers, we wished to
explore how the results may have been affected by significant regional variations.
A natural first step for the analysis is to look at the percentage of hybrids claims that are
observed in each state as is shown in Figure 3. As expected the hybrid vehicle penetration
varies by state.

Figure 3: Percentage of Hybrid Claims by State
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One potential explanation for the differing severities is that hybrid vehicles might be more
populous in geographies where the cost of living is more expensive and consequently where
parts and labor costs are higher. Thus, we hypothesized that the national difference might be
driven by these high-cost states. To test this, we next conducted a comparison of hybrid versus
gasoline vehicle severities within each state. Figure 4 shows the results for all contiguous states
and clearly disproves this explanation; this shows that hybrid severities are consistently higher
than gasoline severities across different geographies with the exception of Alaska and Idaho.
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Figure 4: Percent Average Severity Difference — Hybrid vs. Gas Vehicles by State
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State specific numbers on hybrid comparisons are available in the last page/table of this article in
Appendix A.

In order to understand the underlying drivers of this severity difference, we next looked at the
variances in part metrics in order to gauge the possible effects on the mix of OEM versus APU
parts. Figure 5 shows the breakdown of parts dollars for hybrid versus gasoline vehicles and
illustrates the dramatic and revealing results. Because hybrid vehicles are newer and have special
characteristics, one would expect to see higher OEM parts usage and the data proved this true.
Another factor that may account for the increased OEM usage is that many hybrid vehicles are
serviced at dealer repair centers, which would again result in increased OEM usage. Since OEM
parts are generally more expensive, this could explain the higher parts dollar costs seen for
hybrid vehicles.

Figure 5: Part Type Mix - Hybrid vs. Gas Vehicles
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State specific OEM and APU percentages are provided in the Appendix A table.
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The final course of analysis involved looking at labor costs by labor type. Figure 6 shows that
labor rates and labor hours were consistently higher for hybrid than for gasoline vehicles.

Figure 6: Average Labor Costs - Hybrid vs. Gas Vehicles by Labor Type

Body $46.64 $44.21 14.701 13.7
Structural $78.10 $61.57 0.024 0.021
Frame $61.15 $57.45 0.849 0.83
Glass $60.22 $49.97 0.316 0.15
Mechanical $94.45 $79.05 1.359 1.01
Refinish $44.80 $42.35 8.982 8.84

This result might be explained as repairers undergo additional training to work with hybrid
vehicles and pass along costs in the form of higher labor rates. Also, many times hybrids are
serviced at the dealer’s repair facilities, which is likely due to their relatively high number of
certified hybrid technicians. Many hybrid owners avoid independent repair shops as they feel
that such shops lack the qualifications to work on their vehicles. In the case of repairers that lack
additional training, it appears that working with potentially unfamiliar hybrid vehicles may be
causing increased labor times compared with the times seen on similar repairs for a gasoline
vehicle. The innovations in electrical design on top of differing parts causes a situation where it
is more difficult for repairers to choose between labor types such as body versus mechanical.

This article has shown that hybrid vehicle sales are growing dramatically and are exhibiting
higher repair costs than gasoline vehicles. Such an effect on repair costs appears to be consistent
across the states in the U.S. and is evident in both part and labor dollars. The higher part dollars
appear to be driven mainly by lower Alternate Parts Usage in hybrid vehicle repairs while the
labor dollar differences are driven by both higher labor rates and hours that result from the
relatively new technology seen in hybrids. A full listing of this information by state for hybrid
versus gasoline-powered vehicles can be found in Appendix A.

EDITOR’S NOTE:

Although the conclusions are clear and compelling, and there is evidence of almost universally
higher hybrid severity amongst the states in the U.S., it should be noted that these are not
necessarily indicative of future results. Such outcomes may potentially change over time with a
convergence of hybrid and gasoline vehicle repair costs. As hybrid vehicle popularity continues
to increase, we might expect alternate parts availability to increase over time, and increased
certification and experience by repairers may lead to increased competition for the repair of
hybrid vehicles. These factors, along with technology advances such as those with replacement
batteries, may lead to average parts costs decreasing over time. Similarly, as repairers continue to
become familiar with hybrid vehicles, labor costs may decrease over time.
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Appendix A:
% APU $ % APU $
State Gas Only Hybrid $ Difference % Difference (Gas Only) (Hybrid)
AL $2,504 $2,614 $109 4.4% 18.70% 8.64%
AK $2,566 $1,888 -$678 -26.4% 9.34% 3.69%
AZ $2,603 $3,218 $615 23.6% 22.89% 9.23%
AR $2,318 $2,440 $122 5.3% 14.61% 5.96%
CA $2,721 $3,127 $406 14.9% 16.38% 7.89%
co $1,869 $2,590 $721 38.6% 22.32% 9.31%
CT $2,424 $2,919 $495 20.4% 24.50% 12.15%
DE $2,507 $3,966 $1,459 58.2% 22.15% 7.30%
FL $2,212 $2,401 $189 8.5% 24.03% 8.17%
GA $2,218 $2,914 $695 31.3% 24.14% 10.10%
HI $1,681 $2,401 $721 42.9% 3.19% 2.19%
ID $2,514 $2,191 -$323 -12.8% 19.74% 13.37%
IL $2,363 $2,580 $217 9.2% 25.23% 12.23%
IN $2,570 $2,963 $393 15.3% 14.22% 7.41%
1A $2,481 $2,726 $246 9.9% 23.12% 9.89%
KS $2,352 $3,010 $658 28.0% 25.08% 11.70%
KY $2,414 $3,147 $733 30.4% 19.99% 7.22%
LA $2,268 $2,452 $185 8.1% 16.54% 5.84%
ME $2,282 $2,518 $235 10.3% 23.80% 6.00%
MD $2,348 $2,681 $333 14.2% 21.49% 9.72%
MA $2,092 $2,392 $300 14.3% 21.91% 7.42%
M $2,436 $2,853 $417 17.1% 22.57% 8.46%
MN $2,421 $2,948 $527 21.8% 22.10% 9.40%
MS $2,506 $3,118 $611 24.4% 15.93% 8.32%
MO $2,160 $2,646 $486 22.5% 22.34% 10.49%
MT $3,594 $3,900 $306 8.5% 18.47% 6.24%
NE $2,383 $2,923 $540 22.7% 23.72% 8.25%
NV $2,527 $2,686 $159 6.3% 17.14% 5.88%
NH $2,171 $2,439 $268 12.3% 24.82% 10.49%
NJ $2,471 $2,679 $208 8.4% 12.41% 5.97%
NM $2,519 $2,965 $446 17.7% 15.05% 6.74%
NY $2,863 $3,525 $662 23.1% 22.64% 8.83%
NC $2,161 $2,866 $705 32.6% 24.49% 9.73%
ND $2,264 $2,949 $686 30.3% 21.77% 3.56%
OH $2,457 $2,632 $175 7.1% 27.22% 10.58%
OK $2,539 $3,558 $1,019 40.1% 19.60% 7.33%
OR $2,215 $2,621 $406 18.3% 20.63% 9.75%
PA $2,502 $3,077 $575 23.0% 21.25% 8.16%
RI $2,506 $2,899 $392 15.7% 21.18% 7.23%
SC $2,143 $3,461 $1,318 61.5% 22.95% 5.80%
SD $2,352 $2,769 $418 17.8% 25.42% 7.09%
TN $2,442 $2,834 $392 16.0% 23.85% 10.94%
TX $2,492 $2,804 $311 12.5% 25.06% 11.20%
uTt $2,006 $2,422 $415 20.7% 26.25% 14.76%
VT $2,224 $2,252 $28 1.3% 21.38% 6.14%
VA $2,121 $2,510 $389 18.3% 24.24% 10.78%
WA $2,241 $2,396 $154 6.9% 21.46% 9.73%
wv $2,401 $2,962 $560 23.3% 15.94% 3.82%
Wi $2,609 $3,273 $665 25.5% 29.09% 12.13%
WY $2,950 $3,255 $305 10.3% 19.64% 12.83%
DC $1,977 $4,035 $2,058 104.1% 28.68% 7.00%
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The following information was assembled from regional industry-wide appraisal

data uploaded from participating insurance carriers, body shops, and

independent appraisers, processed by Mitchell International and compiled
through Mitchell’s AIM™ (Advanced Information Management) system.

With the obvious exception of the Total Loss section, all data in this section,

including ACV benchmarks, relate to repairable vehicle appraisals only.

Sections included in the Mitchell Regional Trends Data:

Average Appraisal Values
Comprehensive Losses
Third-Part Auto Property Damage
Collision Losses

Average ACV

Average Vehicle Age
Total Losses
Supplements
Adjustments

Appraisal Make-up

Parts Analysis

Paint & Materials

Labor Analysis

Cycle Times

Average Appraisal Values, All APD Line Coverage:

The average appraisal value is the gross dollar amount of all final versions of
estimates (including supplements) divided by the number of original estimates.
This metric includes all labor types, additional operations, part types, markups,

discounts, additional costs, and all taxes. Insurance deductible, betterment,
related prior damage and appearance allowance have not been applied.
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Average ACV:

Average ACV is the total ACV dollar amount divided by the number of all final
versions of estimates (including supplements) that contain the ACV amount.
This is derived using the NADA Base Value, not including options or mileage
adjustments.
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Average Vehicle Age:

This metric is the total vehicle age divided by the total number of all final
versions of estimates (including supplements) that contain the vehicle age.
The metric is determined by subtracting the vehicle’s model year from the
current year.
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Percentage of Total Losses and 6-Month Variance:
Average Deductible Applied:

The number of total loss estimates expressed as a percentage of all The sum of deductible dollars divided by the number of

estimates (both repairable and total loss). The variance is acquired by estimates with deductible applied.
calculating the difference between the last and first halves of the previous 12
months and expressing the difference as a percentage of the first half. $500
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estimates with supplements. Percentage of estimates supplemented takes
the number of estimates with one or more supplements and divides by all
estimates using the commit date of the original estimate to acquire the time Average Betterment Dollars:

period. o
The total of betterment dollars divided by the number of

estimates with betterment applied.
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I I
Percentage Average Appraisal Dollars by Type
(Previous 6 Months): Percent Average Appraisal Dollars by
Type (Previous 12 Months)
. o i, USA
All dollars associated with either labor, parts or additional costs are
expressed as a percentage of the gross estimate value on all final versions of
estimates (including supplements). Markups, discounts and taxes are
considered in the calculation of this value. The chart below shows the % Add Costs
breakdown by state over the previous six months.
100% % Avg Part $
0. |t |
80%
% Avg Labor $
70% g
60%
50%

40%
30%
20%
10%

0%
USA DC Maryland Virginia

W % Avg Part $ © % Avg Labor $ = % Add'l Costs

Percentage Average Appraisal Dollars by Type and State (Previous 12 Months):

DC Maryland Virginia
% Avg Labor $
% Add'l Costs 42%
139

% Add'l Costs

% Avg Lab
o Avg oa or § 12%

% Avg Labor $

% Add'l Costs 43%

10%

% Avg Part $ % Avg Part $
44% % Avg Part $§ 45%
48%

Mitchell Regional Trends Report 10



Alternate Parts Usage:

Mitchell Regional Trends

Parts Analysis

This metric is the sum of all alternate part dollars divided by the total amount
of part dollars. Alternate parts consist of Aftermarket, Like Kind and Quality
and Remanufactured parts.
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Part Breakdown (Previous 6 Months):

Part usage percentage is charted by state and part type. The actual values
are included in the table below the chart.
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Paint and Materials

Paint and Materials Rate:

This metric includes the total paint and material costs divided by the number of refinish labor hours on all final
versions of estimates (including supplements).
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Average Refinish Hours:

The total number of refinish hours are summed up and divided by the number of estimates including refinish labor.
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Labor Analysis

Repair-to-Replace Percentage:

Mitchell Regional Trends

The repair-to-replace percentage represents the average number of repair
labor hours divided by the sum of the repair and replace labor hours in order

to express repair as a percentage of the two labor types.
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Average Labor Dollars:
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Breaks down the three labor categories and shows the average amount
spent per estimate on each labor type.
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Average Labor Hours:

Breaks down the three labor types and shows the average hours per
estimate on each labor type:

8
7
6
5 Virginia
4
3 Maryland
2 DC
1 USA
0
Refinish Replace Repair
Avg. # Labor Hrs.
Refinish | Replace | Repair
USA 6.88 5.26 6.92
DC 6.51 4.81 6.85
Maryland 7.3 5.69
Virginia 6.68 4.84

Average Total Cycle Time:

This metric takes the average time from date of loss-to-estimate commit date
and sums it with the average commit-to-last supplement upload date in order
to assess the total cycle time.
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