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President’s Message

WWhen you own or work in a collision repair facility, it’s easy 
to feel like you’re out there on an island all by yourself. You are not 
communicating with other shops in your area, and why should you 
– after all, they’re the competition! But you wouldn’t know how to 
get in touch with them even if you wanted to. 

Too often, collision repairers put their heads down and do their 
own thing, leaving them in a position where they have absolutely 
no clue what’s going on in the industry around them. Whether you 
want to acknowledge it or not, the industry is changing, and shops 
that aren’t keeping up with those changes are going to get left out in 
the cold.

“No one’s asking for that, you’re the only one.” Sound 
familiar? Our self-imposed isolation puts us in the perfect position 
to be manipulated by insurance companies. We’re not comfortable 
reaching out to other shops in our markets (or outside our markets) 

to ask if they’re performing, charging and 
being compensated for the procedures that 
are necessary to safely return the customer’s 
vehicle to the road. 

It’s imperative that shops have access to an avenue by which 
they can communicate with other shop owners and repairers. Our 
industry needs more transparency, and the only way we’ll be able to 
achieve that is by talking with other industry professionals. 

ABAT serves as a great sounding board and facilitator of these 
types of relationships. We want to serve as a conduit between your 
shop and other shops in your area to help you understand your local 
market and its specific challenges. 

Associations are a great place to get to know your peers in the 
industry, and we’re always looking for new members, but there’s 
a difference between being a member of ABAT and actually being 
involved with the association.

ABAT is already preparing for the next legislative session, 
scheduling upcoming training sessions, planning the 2022 Texas 
Auto Body Trade Show and collecting complaints as we continue 
our battle against insurer interference in our businesses. 

Shops can support these initiatives by contacting their local 
legislators, by helping their customers file complaint forms with the 
Texas Department of Insurance (or sending the completed forms 
to ABAT to file on your behalf) and by attending classes to learn 
what’s really going on and stay up to date on the latest collision 
repair technology.

 Help us fight to ensure consumers are properly indemnified 
by updating your shop’s rates at LaborRateHero.com, and don’t 
forget to complete insurers’ rate surveys with your retail Labor 
Rates, NOT your negotiated contract rates. (The State Farm survey 
can be completed by visiting bit.ly/ABATSF.)

Maya Angelou once said, “When you do nothing, you feel 
overwhelmed and powerless. But when you get involved, you feel 
the sense of hope and accomplishment that comes from knowing 
you are working to make things better.”

This is OUR industry! I refuse to feel overwhelmed or 
powerless, and I encourage all of you to shake off those bonds and 
get involved with ABAT as we work to improve the industry for all 
of us. Let’s make things better together!

burl@burlscollision.com

TXA

Burl Richards
ABAT President

Get Off Your Island 
and Get Involved!
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Auto Body Association of Texas 

Membership Application 

 

Company Name:______________________________________________________________________ 

Primary Contact: _____________________________________________________________________  

Position: ____________________________________________________________________________ 

Phone Number:________________________________ Direct Line/cell: ________________________ 

Email: _______________________________________________________________________________ 

Business address: ____________________________________________________________________ 

Years in Business: _____________ Website: _______________________________________________ 

 

Full 2022-2023 Dues $500 – MSO $250 per additional shop 

2022-2023 Affiliate (Vendor) Dues $500 

 

Credit card number________________________________________________________________  Exp _____________________ 

By signing below, you agree to pay the above amount and have your credit card put on file for auto renew each year in the amount 
of $500 to be charged 12 months after joining ABAT. You may cancel this auto renew at any time.  

Signature:__________________________________________________________Date: ____________ 

OR pay online at http://www.abat.us/join-abat/ or make checks payable to ABAT 

Credit cards are preferred but if you must send a check please submit membership dues to ABAT  1207 N. Frisco St. Henderson, TX 75652 

Questions? Please contact Jill Tuggle at 817-899-0554 / jill@abat.us 

Not Quite ready to join? See the back side for ways to keep in touch! 
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 So, I wake in the morning and I step outside and I take a deep 
breath and I get real high and I scream from the top of my lungs 
WHAT’S GOING ON???? 

I bet you’ll be singing that song all day now – you’re welcome! 
AND I’ll tell you what’s going on: A LOT. ABAT is T.I.R.E.D. of 
sitting behind a computer, cancelling this and postponing that, 
so in 2022, we are going to cover a lot of ground – literally and 
figuratively.

Not only are we anxious to be back in the saddle but we also 
have a lot in the pipeline, and we have got to fund our upcoming 
projects! From legislation to legal fees and donations to other 
industry organizations, we kept the home fires burning the past two 
years and have much to make up for and even more to look forward 
to! If one thing is certain, ABAT puts the FUN in fundraising! So, 
open your calendars and save the dates for the next event or meeting 
coming to you!

The Dean Griffin Memorial Skeet Shoot is scheduled for 
May 5, 2022 at Elm Fork Shooting Sports in Dallas. We were 
able to secure Cinco De Mayo, people! So, in true Texas fashion, 
we will “borrow” the foods and festivities of our neighbors with 
a margarita machine and crawfish boil to enjoy after the shooting 
concludes. This event has been so popular because it’s not merely a 

ton of fun; it benefits both ABAT and Natalie Griffin, the daughter 
of late ABAT board member, Dean Griffin. ABAT has set up a trust 
fund to save for her college expenses. The fun doesn’t stop with the 
shooting event either. We get to raffle off thousands of dollars in 
prizes which always includes a couple of highly sought-after guns, 
outdoor gear and high-end products. The even better news is that 
we are planning shoots in other regions as well (I’m lookin’ at YOU 
Lubbock)! 

We have plans to hold other events around the state as well 
and are entertaining all sorts of fun ideas. The Houston market can 
expect to see an event in their region in the first half of the year, and 
other regions can expect the same. 

Although they are not fundraising events, we have been highly 
successful with our Second Tuesday Zoom Meetings happening 
each month leading up to the Texas Auto Body Trade Show. These 
meetings address the most current issues in our industry and feature 
training segments from the industry’s brightest minds. Our next 
Zoom meeting is on February 10 addressing the technician 
shortage. Be sure to join our mailing list so you don’t miss one! We 
are planning for a hybrid meeting in your region on March 8 as 
well.

Oh, you didn’t think I was going to skim right over the 
BIGGEST industry trade show in the south, did you?!? Of course 
not! SAVE. THE. DATE: THE TEXAS AUTO BODY TRADE 
SHOW will be held AUGUST 26-27, 2022 at the Irving 
Convention Center. This is a show you DO NOT want to miss! 
A car show, educational seminars, nationally recognized speakers, 
competitions, demos, new equipment…I could go on and on. 
The show is located inside the Toyota Music Factory’s incredible 
entertainment district with food, drinks, concerts and more. This 
event is the place to be. Mark your calendar, and I’ll see you there!

You can register for all this and more at 
abat.us/whatsup.

S

Executive Director’s Message

Jill Tuggle
ABAT Executive Director

jill@abat.com
TXA

What’s 
Going 
On?
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SAME DAY ADAS CALIBRATIONS

WE OFFER WHOLESALE
PRICE MATCHING ON MOST PARTS!

8400 Research Boulevard • Austin, TX 78758

CALL THE TOYOTA
SERVICE GUYS!

MILLION
DOLLAR

INVENTORY!

Direct: (512) 421-8504
Direct: (512) 458-3300

Receive an Additional

5% OFF
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wes_newman@charlesmaundtoyota.com
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Larry Cernosek (Cernosek Wrecker/
Deer Park Paint & Body; Pasadena) is no 
stranger to taking the fight for consumers’ 
rights to the courts. 

A 47-year industry veteran, Cernosek has been heavily involved 
in ABAT’s legislative activities over the years in an effort to effect 
positive change for Texas collision repairers. When faced with the 
ineffectiveness of the Texas Department of Insurance (TDI) in 
response to under-indemnification complaints filed on behalf of his 
customers, he’s left with only one choice: Take it to the courts.

“Insurers don’t want to pay us to repair a vehicle safely and by 
the manufacturer’s requirements, and since TDI claims they can’t 
help, I have to sue to get paid,” Cernosek laments. “I cannot go 
into an insurance office and dictate how much I want to pay for 
insurance, so it makes no sense that insurers can tell me what they 
are going to pay for a repair at my facility.”

In the past year, Cernosek has appeared in court multiple times 
to confront insurers regarding their behaviors related to prevailing 
rate and prevailing practice. His case against Allstate in June for 
“tortious interference with a contract to repair a 2017 Toyota 
RAV4 [and] dumping a total loss vehicle” resulted in a judgement 
of $9,399.33 in Cernosek’s favor, and he won a $10,218.99 
judgment against Allstate in September for “loss of business from 
‘steering’ my customers to other shops, not repairing vehicles to 
pre-accident condition and not paying reasonable and customary 
fees.”

Cernosek also won a September case against United 
Automobile Insurance Company for “towing and storage charges 
on a total loss non-consent tow for a 2006 Chevrolet pickup” in the 
amount of $9,987.80, and the following month, he sued a vehicle 
owner for a $6,000 judgment. 

“That case was settled in mediation, but the insurer should 
have paid the claim when I notified them the party that caused the 
accident had no insurance,” Cernosek stresses. “Why did I have to 
sue the vehicle owner to get the insurance company to open a claim 
on his uninsured property claim? Insurers should do what’s right 
and ethical, but they don’t.”

After finding that he was unable to successfully negotiate 
with the insurers in each of these claims, Cernosek immediately 
responded by filing a complaint with the Texas Department of 
Insurance (TDI), yet every response he received indicated that the 
TDI doesn’t “have the legal authority” to address his concerns. In at 
least one letter, TDI suggested, “If your dispute remains unresolved, 
you can pursue this matter further in civil court.”

Per Texas Insurance Code, Chapter 31, TDI’s duties include 
regulating the business of insurance in Texas and ensuring the 
Insurance Code and other laws regarding insurance and insurance 
companies are executed and protecting, as well as ensuring the fair 
treatment of consumers.

“TDI’s answer is to go to court. Well, I did – and I won! Why 
does TDI have a consumer protection division that says everything 
is a fact issue? TDI needs to make insurance companies follow the 
insurance laws of Texas,” Cernosek insists. “Insurers have been 
violating Texas laws for decades. They refuse to adhere to our state’s 
regulations unless they are pushed or taken to court, yet TDI has 
done nothing to enforce the laws that insurance companies are 
supposed to follow.”

After winning the aforementioned judgments, Cernosek 
took an additional step and wrote to newly appointed Insurance 
Commissioner Cassie Brown, reminding her of the TDI’s duty to 
“enforce all laws against insurance companies. I have filed numerous 
complaints against insurance companies, and the standard response 
is TDI doesn’t decide fact issues, that is for a court to decide. How 
can you have a consumer protection division that only talks to the 
insurance company and only accepts their response as a one-sided 
investigation?”

“I took TDI’s word and took it to court several times and 
won, so a pattern has been set, and the insurance companies have 
to pay my rates as the court has ruled that they are reasonable and 
customary,” Cernosek’s letter continued. “How are you going to 
make the insurance companies follow the laws per the court?”

Referencing the resolution of “certain private disputes you 
had with those defendants,” a response from Latif Almanzan at the 
TDI reiterated, “TDI only has the authority granted to it by the 
legislature [...] The small-claims court judgments you submitted are 
unique to the facts of those particular cases, and they do not modify 
TDI’s authority (or lack thereof).”

“The unique facts of those cases are clearly the same for every 
claim filed by an insured or claimant,” Cernosek contested. “The 
insurer’s refusal to pay the total cost of the claim is an unfair claim 
practice and a violation of Texas Insurance Code. TDI states they 
are fact issues that a court has to decide; well, the court has spoken, 
and the jury unanimously agreed with me, so why can’t TDI 
protect the consumer? 

“Those court cases prove what the prevailing rate is at my 
shop, and there was nothing unique about those claims. Insurers 
are violating the Consumer Bill of Rights, which TDI is supposed 
to enforce. The court has confirmed and justified these complaints, 
and now it’s time for TDI to do their part!”   TXA

Local News by Chasidy Rae Sisk 

Small Claims to 
Address BIG Problems

 “TDI’s answer is to go to court. 
Well, I did – and I won!”
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Buying a paint booth is a huge investment, and there are many factors
to carefully consider before selecting one. Will the booth work well in a
region where there’s a ton of humidity and with drastic changes in the
weather? How long do you think the booth will last and will it require a lot
of maintenance? Will your painters be comfortable using it every day and
finally, will the company making the booth provide solid training and
reliable customer service? 

To answer these questions before acquiring two Chronotech spray
booths and a prep deck from USI ITALIA back in 2004, Collision Center
Manager Kevin McIllveen at Russell & Smith Body Shop in Houston, TX
spent six months studying the market. He was looking for the best booths
that matched his needs to use in a brand-new 36,000 sq. ft. facility that the
company built from the ground up.  

Mcllveen, age 56, entered the industry more than three decades ago as
an estimator and has worked for Russell & Smith Body Shop since 1993.
His goal with his new spray booths was to improve the efficiencies in his
paint department and to accommodate his production, he said, while
simultaneously saving time and energy if possible. 

The vetting process was arduous but worth it in the end. "We did our
research so that we could make an educated decision," he said. "I went to
NACE two years in a row and talked to literally everyone and asked a lot of
questions. We knew that this was going to be a very significant investment,
so we took the time to perform our due diligence to cover all our bases. We
invested in their prep stations as well, which was another good decision,
because my guys can work so much faster and effectively with five different
places where we can spray. We put a curtain up in the prep booth that
provides us two additional spaces that are heated
and properly ventilated. So, when we are really
jammed, we can handle the workload and
maintain our cycle time without interrupting or
slowing down our production."

After using them for a very short time,
Mcllveen could clearly see that his Chronotechs
were more than capable as they quickly became a
centerpiece in his new, high-end, modern shop. 

"We have four paint teams here, consisting
of a painter and a painter’s helper and we
consistently log approximately 600-700 paint
hours weekly,” he said. “We switched to
waterborne paint when we opened this facility
because we want to provide a healthier climate for our employees and the
community as a whole.” 

Why was Mcllveen able to improve his numbers by simply adding two
USI booths? “In the end, it all comes down to their airflow because we never
need blowers or additional air to cure these vehicles. The fans in these
Chronotechs are exceptional because they feature variable speeds, so we
can switch depending on the parameters of each job. Our painters are
producing an impressive product day after day, so these booths are saving
us both time and money. We paint an average of 400 cars every month, so

we push these booths and they never let us down.” 
Any issues that Russell & Smith Body Shop have encountered with

their USI ITALIA booths have been rare and far between. But Mcllveen feels
good knowing that if called upon, the company will respond and find
solutions promptly. “If you do your scheduled maintenance and keep
everything clean, these booths will last you 30 years and maybe even
longer. The issues that we have encountered with the Chronotechs have
been minor and quickly solved, which is impressive when you think that we
have been using these booths daily for the last 16 years. I tell people that
these booths will be here long after I’ve retired!” 

After training provided by USI ITALIA,
Mcllveen’s painters were able to start spraying
after one day, he said. "The Chronotechs are
designed to work with waterborne paint, which
makes it easier for our painters to do their work.
After a very short time, all of our guys were
comfortable and the results were consistently
exceptional.”  

Mcllveen is also impressed by the
Chronotech's sturdy construction and durability.
"Some booths are just a box, but these are well-
built," he said. “I know, because I've seen them
all and there isn't anything like a USI ITALIA
booth."

His career in collision repair industry has been a great experience and
products like his USI ITALIA spray booths and prep station are a part of that,
he said. “We haven’t had to furlough anybody here and that’s because we
value our people and, in the end, our Chronotechs are part of the team.” 

Russell & Smith Logging Big Paint Hours with USI Booths & Prep Station

USI of North America |  565 Commerce Street Franklin Lakes, NJ 07417 |  201-405-7761 |  s.moretto@usius.com |  www.usius.com

TXA0920_USI.qxp_Layout 1  8/28/20  9:21 AM  Page 1
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?
“Labor Rate per hour is only one part of the labor sale 

equation,” Tim Ronak (AkzoNobel) addressed nearly 100 collision 
industry professionals during ABAT’s recent virtual meeting on 
January 11. 

Two components – Labor Rate and labor units – determine 
the amount of a labor sale, according to Ronak who stressed, 
“While increasing Labor Rate is valuable, it’s often not as valuable 
as billing for all justifiable operations that shops often neglect to 
include.”

Comparing Labor Rates across different industries, Ronak 
noted that collision shops charge an average of $50 per hour, 
while retail auto repair shops are charging $75-$130 hourly and 
lawnmower repair businesses often charge $85 for an hour. 

“There’s always been a tremendous gap between what 
the collision repair industry charges and the retail Labor Rate 
consumers are accustomed to paying in other industries.”

Examining recent inflation rates, it appears that auto body 
repair is outpacing the consumer price index; however, parts prices 
are driving those increases.

“Labor used to be the largest component of a shop’s sales, but 
the largest portion of the sales mix has transitioned to parts with 
the average parts sales per repair order (RO) moving from $890 to 
$1,300 over the last several years,” Ronak said. “The government 
stimulus programs that added $2 trillion into the US economy 
have acted to devalue our dollar which is exacerbating this severity 
growth, while inflation is projected to continue through 2022.”

As inflation raises prices, experts anticipate unemployment 
rates hitting a 50-year low. “When supply shrinks, price typically 
goes up. We need to consider how we’re going to pay our people 
as they command higher rates in order to afford their utilities, 
groceries and other necessities,” Ronak predicted. 

“Although the industry hasn’t faced many impacts of inflation 
yet, they’re coming, and shops need to prepare. Small businesses 
typically react to the pain of lost profits, but big businesses 
strategically increase prices as soon as they learn cost increases are 
on the horizon. If you haven’t already evaluated your Labor Rate 
in relation to current costs, it’s time to start.”

Ronak defined prevailing rate as “an ‘asserted’ market rate by 
a third party using a survey method they define. In many cases,  
 

prevailing rates aren’t defensible and may be polluted with  
data that shouldn’t be used, such as contracted rates, rather than 
surveying all rates in the market.”

In contrast, the retail rate is a shop’s individual posted rate, 
while a market rate is determined by averaging the retail rates of all 
shops within the market. Curious about why surveyed Labor Rates 
vary from area to area, Ronak previously contacted shops in areas 
with high retail rates and identified some common characteristics:

“First, there are shops that are price leaders who focus on 
retail consumers; major insurers may not have a local presence 
in these areas. Additionally, the presence of fewer shops in these 
markets results in less competition because when demand is high, 
raising prices is a great way to reduce a four-week backlog, plus 
opportunities and options are changing as facilities consolidate 
into fewer locations.

“These shops have an excellent understanding of their 
financial performance and are willing to say ‘NO!’ to jobs that 
don’t fit into their pricing models,” Ronak continued. “They 
also emphasize their expertise as increasing technology demands 
specialized repair facilities and specialized training; to meet those 
demands, they charge the retail rate that their business needs to 
continue to reinvest to stay current. Shops don’t work for the 
insurance company; they work for the consumer, and the insurer is 
simply there to pay the bill!”

Ronak identified six factors that have the largest influences 
on market rates: shops using business rules to establish rates, the 
existence of a retail door rate differential, indisputable expertise, 
education and training acquired through associations, a leveled 
quality playing field and efforts to educate the industry in terms of 
safety, efficiency and profit.

Diving into the effect of credit card fees and sales tax on 
pricing, Ronak provided several examples as he explained that 
retail rates must increase at a higher level than those surcharges in 
order for shops to make more money.

“To be fully reimbursed for a credit card fee on all charges, 
you will need to raise the Labor Rate by some amount significantly 
more than that ‘fee’ to break even as labor sales are only a portion 
of the ‘sale’ the shop makes and the fee is calculated for ALL 

ABAT News

“What EXACTLY Is a 
Prevailing Rate?”

continued on pg. 18

Tim Ronak Addresses a 
Common Industry Question
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Collision repair shops are businesses, yet too often, a 
third-party entity exerts an unsettling amount of control on 
the procedures they implement and the prices they charge. The 
term “prevailing rate” carries different connotations for different 
individuals and various industry segments. Texas Automotive spoke 
with Aaron Schulenburg (Society of Collision Repair Specialists), 
industry attorney Erica Eversman (Vehicle Information Services), 
Dave Luehr (Elite Body Shop Solutions), Mark Olson (VECO 
Experts) and Sam Valenzuela (National AutoBody Research) about 
this important topic.

Texas Automotive: What are “prevailing rates,” and why are 
insurers allowed to determine them?

Aaron Schulenburg: The “prevailing rate” is an insurance term 
that is supposedly a snapshot of the existing rates in a specific 
marketplace at a particular time, but it’s actually a highlight of the 
decisions that shops make and what they accept. Insurers cannot set 
prices unless we let them. Unfortunately, there are shops that hoist 
the white flag and allow other segments of the industry to control 

things that shops have the final say about. If repairers establish – 
and stick with – their Labor Rates based on the true costs of labor, 
supplies, specializations and so forth, that’s how prevailing rates 
should be determined; however, if the majority of shops in that 
market accept externally dictated rates, it establishes those rates as 
the prevailing rate instead. 

The concept of “fair and reasonable rates” is a much more 
important conversation, and my favorite explanation of this 
came from Floyd v. Delross, Mason v. Ellis when Superior Court 
of California Judge Bertoli indicated that the question before the 
Court was “whether or not the price that was charged [...] for the 
labor that they performed was reasonable. That is how damages 
are determined in a negligence case.” He then indicated that “the 
third-party plaintiff is entitled to be compensated for the reasonable 
cost of repairs that are necessary to restore the vehicle to its pre-
accident condition” and that “a reasonable charge implies a range 
of charges. If the charge falls within that range, it will be deemed 
to be reasonable. No particular charge can be said to be the only 
reasonable charge.”
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Erica Eversman: Nobody has a clue what a “prevailing rate” 
is. Insurers have been able to self-define this term generally, 
typically setting them based on a survey conducted in a particular 
geographic region of all shops. One major concern with these 
surveys is their inclusion of – and possibly focus on – direct repair 
program (DRP) shops that agree to provide a certain price to the 
insurance company. As an attorney, I find DRP agreements to be 
problematic because they never include any binding provision on 
the part of the insurer, though binding provisions on the repair 
facility are certainly identified within the agreement. There’s an 
implication that the carrier will encourage consumers to visit that 
shop, but their agreement specifies that they have no obligation to 
do so because they know that in states where they are permitted 
to designate a repair shop such as Texas, doing so means that they 
are liable for the quality, propriety and efficacy of the repairs. 
Unfortunately, over time, insurers have routinely utilized their 
negotiated DRP rates to determine what they consider to be the 
prevailing rate. Insurers’ surveys are also problematic because 
insurers often fail to limit their geographic area within state borders, 

and since different states have different tax regulations, Labor Rates 
often vary significantly in neighboring states. I know at least one 
insurance commissioner who believes this scenario constitutes an 
unfair claims practice.

Every state’s insurance regulations include provisions that 
insurers need not pay more than the amount at which they can 
refer a consumer to an alternate, reasonably located shop that 
will perform repairs at the price the insurer deems appropriate. In 
actuality, the prevailing rate should be determined based on the 
“fair market rate,” which is the rate that an ordinary consumer 
would pay to repair their vehicle without using insurance to pay, 
so prevailing rate calculations should be based on retail or posted 
door rates, NOT contract rates which are given at wholesale price 
in exchange for that unspoken promise to direct more work to the 
shop. Given that insurers don’t disclose their surveys and how they 
determine prevailing rate, we cannot properly analyze their results 
and determine whether those rates are truly demonstrative of what 
consumers are paying in the marketplace, yet unless carriers accept 

continued on pg. 16

by Chasidy Rae Sisk

Rather than accepting Rather than accepting 
“prevailing prices,” industry “prevailing prices,” industry 

experts suggest shops should experts suggest shops should 
establish and charge Labor establish and charge Labor 

Rates based on expenses  Rates based on expenses  
to receive adequate to receive adequate 

compensation for safe, compensation for safe, 
proper repairs.proper repairs.
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100 percent liability for the repair, they have no right to define 
the prevailing rate as the rate at which they can convince collision 
professionals to repair vehicles.

Dave Luehr: “Prevailing rates” are supposedly the average rate that 
is charged in an area, based on a data sample collected by an insurer, 
but honestly, there’s probably more mystery than answers around 
this topic since they refuse to share information on how they came 
up with that data, making it difficult to identify which factors go 
into that determination. The most obvious of those factors is the 
inclusion of DRP shop rates; insurer surveys specifically ask shops 
about the rate you charge “us” which implies that they are unfairly 
including contracted rates in their determination of prevailing rate. 
That negatively impacts the entire market.

Mark Olson: If we’re talking about a true “prevailing rate” in a 
market, it’s whatever the shops charge, but the problem is that 
insurers want to pay the lowest rates within regard to a shop’s 
qualifications or specializations. The industry likes to complain 
about insurance companies, but insurers simply shop at the place 
where they can get the best price. Who sets the price? The retailer 
does. A repair according to OEM specifications isn’t the same 
as a repair in a shop that doesn’t follow those requirements; it’s 
like comparing a steak at Denny’s to Outback – you’re going to 
pay more for the better product! Insurance policies indemnify 
consumers for the rate they can procure similar repairs in the 
marketplace, so prevailing rate is dictated by the policy and by what 
shops in that market charge. The problem is that many shops don’t 
know what they’re supposed to charge because they’ve never taken 
the time to sit down with a CPA and determine their actual cost of 
doing business and what they should be charging in order to make a 
reasonable profit. If 90 percent of shops in a marketplace accept the 
rate offered by insurers, that becomes the prevailing rate. 

Sam Valenzuela: Does anyone really know what a “prevailing rate” 
is? Basically, it’s whatever an insurance company says it is. We 
simply look at those rates as just settlement rates, the rate that the 
insurer reimburses their customer. It’s not a measure of what shops’ 
posted rates are, nor is it a measure of what customers are willing to 
pay. Policy language around this term is vague and doesn’t clearly 
state how that rate is calculated. At National AutoBody Research 
(NABR), we don’t really care what insurers say about prevailing 
rate when they can’t or won’t show the data. Why should anyone 
believe their numbers? Shops are just playing the carrier’s game 
when they adhere to that language. In 2022, it’s time to change 
the game by thinking and talking in terms of “market rates:” 
the amount a customer will pay out of pocket to repair their car 
without the involvement of an insurance company. That’s the 
best indication of what the marketplace will accept or reject. But 

one necessary ingredient for having a free, open market is to have 
pricing transparency. That’s the whole reason we created  
LaborRateHero.com, so shops can show the world what their 
labor price is, just like a gas station on the corner shows everybody 
what their price of gas is. In our observation, body shop rates are 
extremely underpriced when compared to the rates consumers pay 
for other trades; it’s the bargain of the century! Shops need to start 
thinking differently and determine customer-driven Labor Rates, 
instead of insurance-driven rates. 

TXA: How are prevailing rates related to prevailing practices, 
and how does insurers’ influence on rates and practices impact a 
shop’s ability to provide a safe and proper repair?

AS: While we’ve established that a reasonable rate falls within a 
range, I can’t say the same about repair practices. Vehicles today 
are highly sophisticated with complex safety systems, and the 
manufacturers’ engineers provide explicit instructions on how 
they must be repaired; there is a right way to fix the vehicle, and 
if the vehicle isn’t repaired according to those instructions, it may 
in fact be repaired the wrong way. Of course, a range of practices 
exists within any market, but if the most common approach to a 
repair doesn’t adhere to the engineer’s specifications, the wrong 
way doesn’t become right simply because it’s the prevailing practice 
in that marketplace. Insurers cannot apply that concept to repair 
practices and procedures because there’s often only one way to 
correctly perform a repair.  

EE: The economic influence insurers hold over repairs creates a 
terrifying scenario. While some shops insist on performing the 
procedures necessary to restore the vehicle to its pre-accident 
condition and ensure it’s safe for the customer to drive, shops that 
feel beholden to an insurer often neglect to adhere to every required 
process merely because the insurer refuses to pay for it. Often, 
that results in unsafe vehicles returning to the road, endangering 
not only its occupants but everyone else that encounters them 
while driving. Because the National Highway Traffic Safety 
Administration (NHTSA) doesn’t track the cause of fatalities 
resulting from accidents, we have no way to determine how often 
fatalities are caused by improperly repaired vehicles or other factors 
related to the repair. In the John Eagle case, the only reason we 
knew about the faulty repair was because the Seebachans survived, 
allowing us to trace the vehicle’s history. No government entity 
ensures repaired vehicles are safe to return to the road; instead, that 
responsibility is solely placed on the repair industry’s shoulders, 
without any support from the insurance industry or even insurance 
regulators. 

continued from pg. 15
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DL: I want to put this idea to rest: There should be no correlation. 
If you’re being influenced by Labor Rates or anything else to 
perform an unsafe and improper repair, you shouldn’t accept the 
job! The idea that the insurance company made you do something 
is a bunk idea. Shops need to take personal responsibility – either 
take the job or don’t. There’s no excuse for not repairing a vehicle 
correctly. We can’t blame the insurance company. Unless the shop 
participates in a DRP, they’re under no obligation to perform the 
repairs at the so-called prevailing rate. We live in a free enterprise 
country where we can charge what we want. Repair contracts are 
between the shop and the customer; the insurer merely pays the bill.

MO: This is a very slippery slope. When insurance companies refuse 
to pay for certain procedures, many shops cut corners on the repair. 
The real problem is that shops are typically terrible at estimating, so 
they leave things on the table, and insurers take advantage of that. 
At a $55 per hour Labor Rate, the average severity should be around 
$7,000 per car, but it’s actually only $3,500 nationally; shops are 
undercharging by around 50 percent! When a shop allows what an 
insurer will pay to dictate how they repair the car, that shop is liable 
for failing to follow the OEM’s requirements. Shops need to take 
a stand for the consumer and insist on repairing the car correctly, 
but they shouldn’t have to fix it for free because they didn’t buy 

it, insure it or wreck it. Shops are in business to make a profit, and 
they’re the professionals, so they need to inform their customers 
when the vehicle owner’s carrier refuses to compensate for a safe 
and proper repair. 

SV: Labor Rates are inextricably linked to a shop’s ability to provide 
a safe and proper repair. All roads lead to Labor Rates: Shops are 
unable to find and hire quality technicians because other industries 
are more lucrative, and without adequate compensation, shops 
cannot afford to invest in training, tools and equipment. Yes, some 
shops repair cars correctly anyway and then try to figure out how to 
get made whole, but that’s not sustainable. Insurers reject payment 
based on whether something is a common practice in your market, 
but who cares what the shop next door is doing? It’s not the shop’s 
job to pay for the repair. The shop’s job is to safely repair that 
vehicle and to get paid for it, and the insurer’s job is to pay for that 
repair!   

Catch Part 2 of this Industry Round Table 
in the March Issue of  Texas Automotive!

TXA
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The ongoing technician shortage poses a problem for many 
collision repair facilities around the country, and most can agree 
that the resolution begins with the youth who will become the 
industry’s future. Unfortunately, many schools’ collision programs 
are underfunded, while students struggle to pay post-secondary 
tuition. 

The Collision Repair Education Foundation (CREF) seeks 
to alleviate some of those burdens by facilitating the industry’s 
generosity in the form of its Collision School Career Readiness 
Benchmark Grants as well as its Student Scholarship awards. 

In 2021, CREF awarded $329,000 in grants to over 80 
schools, recognizing those programs that excel at educating 
students, but which require additional financial assistance due 
to constrained school budgets, providing funds to purchase the 
tools, equipment and supplies necessary to enhance their students’ 
learning experience and elevate the caliber of their graduates.

The 2021 Student Scholarships benefitted 30 students with 
more than $100,000 awarded in financial assistance to ensure those 
students are able to continue their education, preparing them to 
pursue a successful career in body shops around the country. 

Applications for CREF’s 2022 School Benchmark Grants and 
Student Scholarships are now open, with a deadline of March 2, 
2022. 

To apply for a Benchmark Grant or Student 
Scholarship, or to learn more about supporting CREF’s 
efforts to promote the industry to future generations, visit 
CollisionEducationFoundation.org.    TXA

CREF Opens 
Applications for 2022 
School Benchmark 
Grants and Student 
Scholarships

Past Collision Repair Education Foundation grant 
winners include Northwest High School (Clarksville, TN)

of the charges. If you raise your Labor Rate by two percent to 
account for credit card fees, you would actually LOSE MONEY. 
To account for both credit card fees and taxes, retail rates need to 
be adjusted upward by five to 11 percent to maintain your prior 
profit margin – you would simply break even after accepting a 
credit card transaction. Situations also arise with deductibles, so 
we need to build that into retail pricing models. I recommend a 15 
percent adjustment to provide a cushion for the margin shrinkage 
that occurs when credit cards are used for deductibles on already 
discounted work.”

Encouraging shops to complete insurer surveys and to update 
their rates on LaborRateHero.com, Ronak left attendees with a 
final message:

“Save yourself! The Sherman Act and the Clayton Act 
potentially create some consequence for businesses knowingly 
providing contracted rates as part of a public survey. Understand 
how the data may be used and avoid being part of any unintended 
future price suppression complicity by embracing your individual 
retail door rate as the only value used to complete surveys.”   TXA
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Thank you very much for your follow up question. 
Unfortunately, the titling process in Texas on vehicles deemed a 
total loss by an insurance carrier has not changed since the April 
2020 editorial. This process is flawed and outdated. We still 
routinely receive calls from consumers who are faced with the 
same situation as your client with the Suburban: They purchased 
a vehicle that should have been deemed a total loss with a salvage 
title but was instead unsafely repaired and deceitfully sold with a 
clean or blue title. It is in the best economic interest of the carrier to 
promote, market and sell as many vehicles as possible with a clean, 
blue or non-salvage title after deeming them a total loss. 

Under the current titling system in place in Texas, insurance 
carriers overseeing losses are deeming vehicles as total losses for the 
sake of administering the claim loss, and from time to time, they 
use the Texas Transportation Code 501 to pick and choose when to 
transfer the title as a salvage title. This subjectivity allows for vehicles 
that are either non-repairable, or which could be safely repaired at a 
reputable collision facility for less than their actual cash value but at 
an expense the carrier doesn’t want to pay, to fall into the hands of 
less-than-desirable rebuilders to perform unsafe, non-OEM repair 
procedures. Upon completion of these unsafe repair procedures, 
total loss vehicles are marketed and sold as clean title vehicles with 
no title history indicating that they were in fact previously deemed 
total losses by a carrier. Who knows how many of these should have 
been titled as salvage or non-repairable vehicles like the client with 
the Suburban at your shop? 

When the vehicle is deemed a total loss by the carrier and 
the carrier elects to instruct their titling procurement handler to 
not transfer the title into their name as a salvage title, the total 

loss vehicle’s clean or blue title will be preserved to the next buyer 
which is almost always a licensed motor vehicle dealer. Once this 
vehicle falls into the hands of the licensed dealer, the title will be 
assigned to this dealer, and the next retail registered buyer will not 
be identified until the vehicle is sold and registered. Therefore, in 
these situations, there is much time between the date the vehicle 
is deemed a total loss and when it is sent to the salvage sale, sold, 
repaired, marketed and sold to the next registered owner, making it 
easier to conceal unsafe repairs.

The 43 vehicles you ask about were from a random selection 
of 200 total loss claims we handled for Texas clients where we went 
back and researched the title history for each. The table below shows 
the status of these 200 vehicles as of the first editorial in which the 
results were published (May 2019), the follow up editorial that you 
are citing (April 2020) and their current status.

Ask The Expert

What Changes Should Be Made to the Current 
Titling of Vehicles Deemed a Total Loss?
Dear Mr. McDorman:

I manage a collision facility in Wichita Falls. In May 2019, we took in a 2017 Chevrolet Suburban that 
had suffered a right rear impact. The damage on the surface appeared minimal. Upon initial disassembly 
to perform our OEM repair plan, we discovered that the Suburban had been in a previous accident and had 
unrepaired frame damage. Under further inspection, it was discovered the vehicle was unsafely repaired 
and should not have been on the highway. After complete disassembly, our findings showed the Suburban 
could not have been safely returned to its OEM pre-loss condition from the prior accident and should have 
been deemed unrepairable. I contacted the client to inquire about our findings. Our client was as surprised 
as I was and had no idea the vehicle had been in a previous accident. I was told he purchased the vehicle 
in June 2018 from a reputable new car dealership in Arlington, was provided a CarFax showing no accident 
damage at the time of sale and was told the vehicle had no prior accidents. 

Around February 2020, I sent you a question about my concerns with the salvage title process and 
asked your professional opinion about changes that could be made to the titling process in Texas for 
vehicles being deemed a total loss by the carriers to make sure what happened with my client does not 
happen to future consumers. You responded to my question in the April 2020 edition of Texas Automotive. 
Thank you. Can you please update me and the readers what the titling status is on the remaining 43 (21.5 
percent) vehicles mentioned in your editorial where the title was still in the insured or claimant’s name with 
a clean or blue title as of that date? Also, have there been any changes since your response to my question 
in the titling process for vehicles deemed a total loss by insurance carriers in Texas?

Titled as 
Salvage:

Remain with 
claimant 
with blue 
title:

Sold and 
retitled with 
blue title:

May 2019

118

60

22

April 2020

130

23

27

February 
2022

133

38

29
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As you can see, of the 43 vehicles that remained in the 
claimant’s name with a blue title as of April 2020, five more have 
dropped out, with two of those being sold and retitled with a blue 
title. So, almost two years after we first researched these 200 vehicles 
deemed a total loss, 33.5 percent either remain with the claimant 
with a blue title or have been subsequently sold with a blue title.

Based upon these 200 randomly selected total loss claims we 
handled, there is strong statistical evidence of a scheme of massive 
proportion and a safety issue for all citizens. There is no question 
that an alarming number of the remaining 38 vehicles that are still 
in the claimant’s name with a clean or blue title will eventually be 
resold and transferred into the next owner’s name with a clean or 
blue title. There is little doubt that most of the consumers who fall 
prey to buying one of these questionably repaired total loss vehicles 
will not know of the vehicle’s damage history. The buyers of these 
vehicles will subsequently fall into the same unfortunate situation as 
your client with the Suburban.

Until the State of Texas requires each insurance carrier that 
deems a vehicle a total loss to transfer the title into their name as 

a salvage title, this scheme that places consumers in harm’s way 
will continue. It is my professional opinion that if the vehicle is 
deemed a total loss by the carrier, then the next step of the claim 
closure and titling process should include the title always being 
transferred to the carrier as a salvage title with any such subsequent 
sale or transfers reflecting this salvage title status. This process 
would curtail the purchasing, marketing and selling of total loss 
vehicles that have been unsafely rebuilt and made available to the 
unsuspecting public with clean or blue titles. Please call me should 
you have any questions or comments relating to this vehicle titling 
scheme, policy or covered loss issues. We have most insurance 
policies in our library. Always keep in mind: A safe repair is a 
quality repair, and quality equates to value. I thank you for your 
questions and look forward to any follow-up questions that may 
arise.

Sincerely,
Robert L. McDorman
TXA

A staunch advocate of consumer safety, 
McDorman discussed this topic in-depth at the most 

recent Collision Industry Conference (CIC). Stay 
tuned to Texas Automotive for next month’s recap of 

his presentation, including a proposed cure to end this 
sensitive safety-related issue! 

Ask The Expert by Robert L. McDorman

Robert is a recognized Public Insurance 
Adjuster and Certified Vehicle Value Expert 
specializing in motor vehicle-related insurance 
claim resolution. Robert can be reached at 
(800) 736-6816, (817) 756-5482 or via email at 
AskTheExpert@autoclaimspecialists.com.
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