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Ask the Expert

By Roberl L. McDorman

PLEASE HELP ME UNDERSTAND
WHY THE INSURANCE CARRIER
TOTALED A REPAIRABLE VEHICLE

Dear Mre. MeDorman:

1 vwn a collision Gacility in Auoslin. Over Lhe
lasl year, we have seen Lhe number of repairable
vehicles being deemed a Lotal loss inerease alan
alarming rale. AL our Gacilily, we average 30 Lolal loss
vehicles a month. Granled, we collect our
administralive, blueprinting and slorage lees.
However, we would rather repair Lhe vehicle il'il can
be economically and safely returned Lo ils pre-wreck
OEM eondition Lo our client’s wishes, In my
professional opinion, eighl of Lhe 50 vehicles the
insurance carrier deems a lolal loss in our shop each
month could and should have been returned Lo their
pre-wreck OFEM condition. IL seems obvious Lo me
Lhal insurance carriers would rather deem a vehicle
a Lotal loss than repair il I've heard insurance
adjusters make cally commenls such as, “Good news
for us: we lolaled anolther one.” For the life of me, |
just don’t understand this. IMwe could repair jost
four of these eighl vehicles Lhal are, in my
professional opinion, being wronghully deemed a
Lolal koss, we could grow our business and spend
more on education, cerlilicalion and equipment. Ve
could also beller invesl in our employvees and Lheir
[amilies. Is there a way or a process Lo prevent Lhe
insurance carrier from wronglully decming a
repairable vehicle a lotal loss when my customer
wanls Lheir vehicle Lo be returned Lo its OEM pre-
wreck condilion?

This is a great question, and 1 have helped many
shops deal with this frustrating issue. Yes, there are
several ways to prevent the insurance carrier from
deeming a repairable vehicle a total loss. The labeling
of this wrongful action is “economic total loss.” This
practice is called an “economic otal loss” because it is
in the best economic interest of the insurance carrier.
When an economic wtal loss event ocours, the
insurance carrier has placed its hnancial interest ahead
of the insured or policyholder. Each time the
insurance carrier is allowed o wrongfully deem a
repairable vehicle a total loss, the collision Facility not
1:I-J1|.'_'|-' loses the jc:h: but it also loses its customer and
that customer’s family and potential referrals. It
doesn't have to end like this, as there are several
methods to detour this roublesome practice.

The first step is to educate your staff and client
on the total loss process and the dient’s options. We
encourage you to call or email Auto Claim Specialisis
with any questions your stalf or clients have about the
motor vehide claim. We review many clients
proposed total loss settlements each day in our office.
As a Public Insurance Adjuster apency, we are cxperis
in all maiters periaining o vehicle insurance
settlements.

The second step is to inform the client the very
instant the carrier deems the vehicle a total loss so that
they can request that the company emails them the
market valuation report. This report is the Ouija
board used by the insurance carrier to undervalue the
vehicle. These reports tend to be populated with errors
and are always skewed in the insurance carrier’s favor.
The vehicle's proper actmal cash value is the driving
force for reversing the economic total loss into a safe
OEM restoration. On average, one in five oral loss
proposed settlements we review result in this reversal.
Expert appraisers at our subsidiary company, Vehicle
Value Experts, will .311.3]}1';: the insurance carrier's
market valuation report and arrive at a true actual
cash value of the vehicle at no charpe to your client.

The third step is understanding, the Texas
Transportation Code. ‘This code — not the insurance
carrier — is what 1rul_'.-' defines a :mn-n_'pajmhl-:: or
salvage motor vehicle. Texas is a 100 percent total loss
threshold state, and it does not recognize the ol loss
formula to define what constituies a non-repairable or
salvage vehicle. Under the 100 percent threshold
dehnition, should the repair cost fall below the true
actual cash value of the vehicle (not the perceived
actual cash value arrived at by the market valuation
firm) and that vwehide is not missing a major
component, then it ism't assified as 111111-rc[:.11ral1-|r_' or
salvage. Additionally, Texas Transportation Code 501
takes the equation one step further and says that the
repair cost — including paris and labor other than the
cost of materials and labor for repainting and
excluding sales tax on the woal cost of repairs — must
exceed the actual cash value of the motor vehicle
'L:|:|1n11:~1'li.1u_'l_'.-' prior to |:L"mg da:maged. Before the
calculation of determining if the vehicle fits the Texas
Transportation Code definition of a non-repairable or
salvage vehicle, all rehnishing time, paint materials
and sales tax must be deducted from the hnal repair
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AUTO CLAIM SPECIALIZTS

Raobert is a recognived
Puhlie Insuranee Adjuster
amdl Certified Vehicle Value
Experl speeialiding in
e vehicle-related

insuranee elaim
resulution. As Lhe gemeral
meanaser of Al Claim
exprerily beads Uhis
Malional Publie Insurance
Adjmster Agency, which is
currenbly licensed in 1
dillerent stales aml
specializes in providing
anbismolive-related claim
liguidation Lechniquees,
slralegies amd moslor
vehicle valualion services
Lo all parties, including
imdlividhual consumers,
bsimhy shaps, aulo dealers,
repair Gueilities, lwwing
andl storagee aperalions,
lemders, linanee
eompranics, banks, lezal
priviessismals,
movernmenlal agencies
andl elhers, The firm's
consistend suceess can be
altribuled Lo Roberl’s 35+
years ol anlomislive
industry knoabedge,
praclical hands-on
cxpeericne and mulliple
eerlilications, incheding
licensure by Lhe Texas
Department of Insuranee
as a Pablic Insurance
Audjuster. Al Claim
Specialisls elienls can
ahsolutely Lrust Uhal they
will be provided with
anakytical, sophisticated,
slale-of-Uhe-art,
comgerehensive, acourale,
ankbiased and np-lo-dale
data and infrmation thal
all parties ean rely upon as
hoth Factual and ohjective.
Robert can be reached al
[ TG-G0G, (BIT) 756~
SH2 or askilheegpertis
apliclaimespecialistscon.
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IM'we could repair jusl
lour of Lthese eight
vehicles thal are, in my
prolessional opinion,
being wronglully
deemed a lotal loss,

we could grow our
business and spend
more on educalion
cerlification and
equipment.

25 percent of the total estimate, which in reurn
drastically decreases the severity percentage. IF the
determined value is less than the true actual cash
valuoe of the vwehide, then it does not meet the Texas
Transportation Code 501 dehinition of a non-
repairable or salvage vehicle. Arriving at the troe
actual cash value of the whicle is paramount.

In the 11 states in which we are currently
licensed, Auto Claim Specialists has an averape
settlement increase of 29 percent over the insurance
carriers inal proposed settlement offers. Onee a
carrier realizes it is not poing to be able to undervalue
the insured’s vehicle, that alone can mirn the tide and
make it in the carrier’s best economic interest (based
on correct valuations) to repair the vehicle. In the
instances where the vehicle cannot be repaired, you
will help your client receive an average 29 percent
increase in settlement value. This happy client will
then become your best advertising tool.

I thank you for your question and look forward
to any follow-up questions that may arise.

Sincerely,
Robert 1. Mclorman

AuTto PAINT V&
AND Boby SHoOP SUPPLIES

G2 AuvtoMagic JJY] O-BASF TEEFE

We create chemistry R K P
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