
 

 

Collision Collusion 
 

Auto Insurers – Modern-Day Gangsters in Collision Claim Payments 

 

If intentionally underpaying on a collision claim were a “criminal act,” then 
many auto insurers would be on 
“America’s Most Wanted List.” 

 
 

  
Both the e-book and the printed edition of this book, including all of their contents, contain proprietary 

information that is the exclusive property of CSI-NC, Inc. and is protected by U.S. and international 

copyright law and conventions. All contents contained herein, including without limitation, all text, data, 

estimates, analyses, ideas, images and graphics, may not be used, distributed, copied, reproduced, 

published, forwarded, transmitted, disseminated, sold or in any other manner shared, in whole or in part, 

directly or indirectly, without obtaining the prior express written consent of CSI-NC, Inc. Some of the 

information herein has been included under the doctrine of Fair Use or has been included with permission 

of other authors and/or publishers.  

 

Copyright © 2010 CSI-NC, Inc. All rights reserved. 

 

 
 
 
 
 
 
 
 
 
 
 
 



 
 

Contents 
 

Part 1:  Collusion: The Meaning of Collusion and the Colluders                              1 
 

What is Collusion? ................................................................................................................................1 

Colluder Number 1: The Auto Insurer ....................................................................................................1 

Colluder Number 2: The Company Adjuster ...........................................................................................2 

Three Blind Rats School of Estimating ...................................................................................................2 

Saving by Deviating ..............................................................................................................................3 

The Gambler Knows .............................................................................................................................3 

Words to Remember, from the Wise ......................................................................................................3 

Colluder Number 3: DRP Body Shops and Others .................................................................................4 

 

Part 2:  Collusion in Steering                                                                                    5 
 

What Is Steering? .................................................................................................................................5 

When Does Steering Begin? .................................................................................................................5 

Steering Laws ......................................................................................................................................5 

Steering Law Example ..........................................................................................................................6 

DRP Conflict of Interest.........................................................................................................................7 

DRP Shop Estimators Adjusting Claims .................................................................................................7 

It‘s Your Car, and It‘s Your Choice .........................................................................................................8 

 

Part 3:  Body Shops Then and Now                                                                         9 
 

The Hangman‘s Noose ....................................................................................................................... 10 

Independent Body Shop (DRP Chain) ................................................................................................. 11 

The Local Independent Body Shop (DRP) ........................................................................................... 11 

The True and Despised Independent Body Shop ................................................................................. 12 

Other Body Shops .............................................................................................................................. 12 

 

Part 4:  The Damage Appraisal and Repair Estimate                                             13 

 

What Is a Repair Estimate? ................................................................................................................. 13 

I-CAR‘s Definition of an Estimate......................................................................................................... 14 

Supplemental Estimate ....................................................................................................................... 14 

Sublet Repair ..................................................................................................................................... 14 

Cycle Time ......................................................................................................................................... 15 

The P-Pages ...................................................................................................................................... 15 

The P-Pages Are Just Clicks Away...................................................................................................... 16 

The Estimating Software Does Show the Total-Loss Threshold ............................................................ 20 

Omitted Recommended Repairs.......................................................................................................... 20 

Omitted-Repair Lawsuits ..................................................................................................................... 22 

The Hidden Supplement Estimate ....................................................................................................... 23 

Insurer Hiding the Supplement ............................................................................................................ 23 

MSRP of 2007 Honda Civic EX ........................................................................................................... 25 



 
 

Cost-Shifting Collusion ........................................................................................................................ 26 

Body-Labor Cost Shifting .................................................................................................................... 26 

Uni-body Structural Frame/Full Frame Labor Cost Shifting ................................................................... 26 

Correct and Incorrect Labor Entry Examples ........................................................................................ 27 

Sublet-Repair Cost Shifting ................................................................................................................. 30 

Paint-Material Capping ....................................................................................................................... 31 

Paint Guides....................................................................................................................................... 31 

Paint Capping Examples ..................................................................................................................... 31 

Discounting Parts ............................................................................................................................... 33 

LKQ, Recycled and Quality Recycled Parts ......................................................................................... 34 

LKQ – Like Kind and Quality ............................................................................................................... 34 

Webster‘s Definition of ―Recycle .......................................................................................................... 35 

The Oxford Pocket Dictionary of Current English Definition of ―Quality‖ ................................................. 35 

FTC Guides on Salvage-Yard Parts..................................................................................................... 35 

Betterment ......................................................................................................................................... 35 

YES, Master ....................................................................................................................................... 36 

Estimate Underwriting = Lower Personal Injury Offers…… ................................................................... 41 

 

Part 5:  The Contract on Repair – First-Party                                                         42 
 

Inspect and Appraise – First-Party ....................................................................................................... 43 

Appraisal Clause on Repairs – First-Party............................................................................................ 43 

Out-of-Pocket Payment ....................................................................................................................... 44 

Limit of Liability – Repair ..................................................................................................................... 44 

―Repair‖ .............................................................................................................................................. 45 

―Replace‖ ........................................................................................................................................... 45 

―Repair/Replace‖ ................................................................................................................................ 45 

―Like Kind and Quality‖ ........................................................................................................................ 45 

 Inadequate Repairs Cases ................................................................................................................. 46 

The Story of the 1951 Henry J ............................................................................................................. 47 

Mr. Peoples‘ 2004 Toyota Corolla LE................................................................................................... 49 

N.C. Attorney General's Office Statement ............................................................................................ 54 

When Auto Insurers Take Control of Repairs ....................................................................................... 54 

More on Betterment ............................................................................................................................ 56 

Texas Attorney General Sues Auto Insurers ........................................................................................ 57 

 

Part 6:  Total-Loss – Under- & Over-valuing – First-Party                                      58 
 

Promises, Promises ............................................................................................................................ 58 

NCDOT on Total-Loss Value ............................................................................................................... 59 

Published Regional Values ................................................................................................................. 59 

Evaluation Data Providers ................................................................................................................... 59 

CCC Caught in the Crosshairs ............................................................................................................ 60 

Local-Market Value and Flaws ............................................................................................................ 61 

Replacement Vehicle .......................................................................................................................... 63 

Appraisal Clause on Total-Loss Vehicle Value – First-Party .................................................................. 63 

Overvaluing-Total-Loss Collusion ........................................................................................................ 64 



 
 

Third-Party Overvaluing ...................................................................................................................... 70 

 

Part 7:  Diminished-Value Collusion                                                                       73 
 

New Diminished-Value Law in North Carolina ...................................................................................... 74 

Three Other Types of Diminished Value .............................................................................................. 75 

Insurers and Their DV Formulas .......................................................................................................... 75 

Fill-in-the-Blank DV Form .................................................................................................................... 76 

The 17C Formula................................................................................................................................ 77 

The Georgia DOI Statement on Diminished Value Formulas................................................................. 77 

1999 Jaguar Diminished Value ............................................................................................................ 78 

1999 Jaguar Diminished-Value Result ................................................................................................. 79 

Diminished-Value Appraisers .............................................................................................................. 80 

Three Monkeys Appraisal Services...................................................................................................... 80 

The Repairs Were ―Of Good Quality‖ ................................................................................................... 81 

2000 Honda Odyssey ......................................................................................................................... 82 

An Insurer Even Agrees with Me ......................................................................................................... 83 

2003 Audi Quattro Repair Cost............................................................................................................ 84 

Hey, Tim ............................................................................................................................................ 85 

 

Part 8:  Where Do You Go from Here?                                                                   86 
 

Appendix:  Educational Section                                                                              88 
 

Testimony of Honorable Thomas J. Downey ........................................................................................ 88 

(CIC) The Anti-Fraud Committee of the Collision Industry Conference .................................................. 91 

NC General Assembly S.L. 2003-395 (HB 986) .................................................................................... 93 

NCDOI Letter ..................................................................................................................................... 95 

―Selecting a Body Shop‖ by Mike Orso ................................................................................................ 96 

―Blumenthal Seeks U.S. Investigation of Car Insurers‖ by Andrew Frye (Update)................................. 101 

Providence Auto Body v. Allstate Insurance Company ....................................................................... 103 

―The Evolution of DRPs‖ by Dennis Howard ....................................................................................... 113 

I-CAR ............................................................................................................................................... 122 

I-CAR Executive Summary ................................................................................................................ 123 

Definitions of Repair Procedures ....................................................................................................... 127 

American Family ............................................................................................................................... 136 

Skene v. State Farm Insurance ......................................................................................................... 138 

―Shifty Business: Cost Shifting‖ by John Shortell, BodyShop Business, March 2007 ............................ 140 

FTC Letter: ―LKQ – Recycled and Quality Recycled Parts‖ ................................................................. 146 

Sims v. Allstate Insurance Company ................................................................................................. 149 

Bradley Pierce v. American Fidelity Fire Insurance Company, Inc. ...................................................... 158 

Redacted Insurance Adjuster‘s Damage Appraisal ............................................................................. 164 

Body Shop‘s Supplemental Repair Estimate ...................................................................................... 169 

NCDOI E-mail Statement to Mr. Howard of the Insurance Consumer Advocate Network ..................... 172 

Appellate Court of Illinois, Third District Opinion, Mockmore v. Stone .................................................. 174 

CCC Class-Action Lawsuit ................................................................................................................ 177 

―Salvaging the Total-Loss Claim‖ by Steve Ryan, Arizona Attorney ..................................................... 178 

http://www.ncleg.net/gascripts/BillLookUp/BillLookUp.pl?Session=2003&BillID=h986


 
 

Challenge the Valuation Report ......................................................................................................... 184 

NCPI – Civil 106.62 Property Damages – Diminution in Market Value ................................................. 184 

NC General Assembly Session Law 2009 440, Senate Bill 660 .......................................................... 186 

Franz v. Tribeck, Inc. d/b/a Lake Norman Paint and Body .................................................................. 188 

―Enforceable or Forgettable?‖ by Charlie Barone, BodyShop Business, July 2000 ............................... 192 

1963 Consent Decree ....................................................................................................................... 199 

Insurers That Signed the 1963 Consent Decree ................................................................................. 211 

Glossary of Terms ............................................................................................................................ 215 

Recommended Trade Publications with Online Articles ...................................................................... 223 

Consumer Radio Talk Shows ............................................................................................................ 223 

Index ................................................................................................................................................ 224 

 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 



 
 

About the Author 
 

Dan Wyatt has more than 25 years of auto-body repair, used-

car purchasing and sales experience. He has been licensed as 

a Motor Vehicle Damage Appraiser by the North Carolina 

Department of Insurance since 2003, and he began assessing 

damaged, repaired vehicles for diminished value in 2003. He 

was first recognized as an expert witness on vehicle value in 

Mecklenburg County Superior Court, Charlotte, North Carolina, 

on July 26, 2004. Since 2004, he has been recognized as a 

diminished-value expert witness in many other North Carolina 

courts. 

 

Wyatt‘s credibility as an expert witness on vehicle diminished 

value has afforded him the opportunity to be retained by both 

plaintiff and defense firms in North Carolina. He has been a consultant to legal professionals in Arizona, 

Florida, Massachusetts, New Jersey, New York, North Carolina, South Carolina and Texas. 

 

Wyatt has appeared several times as a guest speaker on Attorney Tom Woodruff‘s Internet talk show, 

“Meeting by Accident,” (aired on VoiceAmerica.com) and on ―CrashTalk,” hosted by Mike Harber of 

Stroud‘s Auto Rebuild (aired on Seattle’s KPTK 1090AM) to share his insight and expertise. 

 

He has obtained more than 17 training certificates from the Inter-Industry Conference on Auto 

Collision Repair (I-CAR). I-CAR is an international, not-for-profit training organization that was 

established in 1979 to develop and deliver technical training programs to professionals in all areas of the 

collision industry. He was also trained in the retrieval of crash-data information from the Accident 

Reconstruction Network (ARC Network), an Internet resource portal for the industry of accident 

reconstruction and traffic accident investigations. He received his classroom training from the Collision 

Safety Institute (CSI), an independent traffic collision investigation, reconstruction training and research 

center. This training has assisted Wyatt in assessing the appropriate repairs needed to repair a damaged 

vehicle, along with the ability to recognize compromised repairs for crashworthiness. 

 

Numerous requests from consumers and legal professionals led Wyatt to share his insights and 

expertise in this book, Collision Collusion. His hope is that consumers will gain a better understanding 

of collision claim practices that auto insurers and auto-body shops don‘t want them to know about. 

  

 

 

 

 

 

 

 

 



 
 

Introduction 
 

“Mr. Chairman, the major insurance companies have embarked on a program of abusive and anti-

competitive practices in an unlawful attempt to manipulate the automobile repair industry. In their 

efforts to bring their tremendous economic power and influence to bear on the automobile repair 

market in an attempt to control the price of automobile repairs….” 

—The Honorable Thomas J. Downey Before the Ad Hoc Subcommittee on Antitrust, 

The Robinson–Patman Act and Related Matters of the Committee on Small Business, 

 December 11, 1975 

 

 

 

Even before Judge Downey testified in front of the Ad Hoc Subcommittee on Antitrust, U.S. Attorney 

General Robert F. Kennedy filed a suit in 1963 against the Association of Casualty and Surety 

Companies, the American Mutual Insurance Alliance and the National Association of Mutual Casualty 

Companies, as well as their 265 insurance company members and co-conspirators, for conspiracy in the 

adjustment and settlement of automobile property insurance claims, the automobile material damage 

appraisal business and the automobile damage repair business, in violation of Sections 1 and 3 of the 

Sherman Act.  

 

Judge Downey‘s 1975 statement still holds true today, but now things are worse than ever before. Auto 

insurance companies have lost all consciousness as to the reason for their existence and of the 

existence of the 1963 Consent Decree. CEOs and board members have allowed their companies to 

become uncaring machines toward others, caring only about their bottom-line profits, no matter how they 

obtain those profits. They control, manipulate and turn their own ethical employees into people they are 

not and train them to control, manipulate and lie to claimants. Their goal is to control and manipulate 

thousands of auto-body shops to the point where they fight against each other to make their profits. I 

have no doubt that they even control and manipulate our elected officials at both the state and federal 

levels, as well as every state Attorney General‘s Office and Department of Insurance (DOI). If this were 

not so, the U.S. federal government would be able to control and/or regulate them, as it does the banking 

industry. 

 

When an auto insurer is involved in wrongdoing, the fine assessed by a DOI may be insignificant. 

Because so many, if not all, DOIs do little in the way of consumer protection, many auto insurers feel that 

they are above the law and untouchable. To me, all DOIs should be renamed the ―Departments of 

Worthless,‖ while Attorney Generals‘ offices names should be changed from the Departments of Justice 

to the ―Departments of Useless.‖  

 

To me, Al Capone and all of the other gangsters of the 1920s and ‗30s are lightweights compared to auto 

insurance companies. Instead of strong-arm tactics and violence, auto insurers employ legalese, 

confusion and stress to achieve their objective of reducing their losses on auto collision claims and filling 

their pockets with stolen profits. There is nothing wrong with companies making a profit; they would not 

be able to exist if they did not. It‘s just the way insurers go about doing so that is criminal and illegal.  

 



 
 

It has taken me some time to write Collision Collusion, and laws have changed along the way—some 

for the worse, others for the better. In this book, I will demonstrate how the collusion system works in the 

industry I love so much.  

 

Collision Collusion was not written with malicious intent. If it had been, I would not have redacted the 

names of the auto insurers and the body shops in the many examples of the ways they collude. 

However, I do reference court decisions that name some auto insurers. I wrote this book to shed light on 

how the system works in the auto-body repair industry and to show that consumers, along with legal 

professionals, can counteract auto insurers‘ actions. I also hope that auto insurers and auto-body shops 

involved in collusion will become aware that their actions are unconscionable and decide to either 

change or face the possible consequences of their actions.  

 

One legal professional I know has warned me that once this book is published, I may lose my status as 

an unbiased independent expert. If this happens, I will accept the consequences for speaking the truth. I 

can only pray that Collision Collusion will open everyone‘s eyes to the wrongdoings of auto insurers 

and others who choose to participate in collusion. After reading this book, decide for yourself if I am 

biased. Then decide if telling the truth is worth standing up for. Who will stand with me? Will it be you? 

 

Welcome to Collision Collusion. 

 

 
 

 

Words to Remember 
 

The insurance adjuster’s estimate is ONLY AN APPRAISAL of the damages. Auto insurers DO NOT 

REPAIR DAMAGED VEHICLES, SO THEY ARE NOT THE REPAIR EXPERTS. They are in the 

business of providing insurance coverage, and they collect the premiums for that coverage.  I have yet to 

see any roll-up doors with work bays, frame machines and paint booths at an auto insurer’s own facility. 

Auto-body shops are the repair experts; however, I sometimes question these “experts” after seeing 

many of their estimates and repairs. 

 

 
 
 
 
 
 

(See Educational Section pages 88-90, “Thomas J. Downey Testimony” and Educational Section pages 192-198, 

“Enforceable or Forgettable?” by Charlie Barone, see Educational Section pages 199-208, “1963 Consent Decree” and 

see Educational Section pages 211-212, “Insurers Who Signed the 1963 Consent Decree”).  

 
 
 
 



 
 

Foreword 
 
 
To the Readers of This Treatise: 
 
As one who has been involved in the auto insurance/claims arena since 1965, has specialized in 
enforcing consumers‘ rights for over 20 years and has been aware of Danny Wyatt‘s efforts on behalf of 
consumers, it is a pleasure to write this foreword. 
 
For more than 20 years, insurers have exercised an extra-contractual authority over the auto damage 
claims handling process. They have ignored the restrictions contained in the Federal 1963 Consent 
Decree by establishing DRP (Direct Repair Program) relationships with repairers who have abdicated 
their expertise in auto damage repair.   
 
Over that same period of time, insurers have mandated repair parts and procedures that fly in the face of 
auto manufacturer recommendations and/or restrictions. They also have systematically excluded the 
vehicle owner from the decision-making loop.   
 
As a result of insurers‘ intrusion into the repair decision-making process, vehicle owners have had 
substandard and sometimes dangerous vehicles returned to them from DRP repair facilities. 
 
Insurers influence vehicle owners to take their damaged vehicles to DRP facilities by saying, 
[paraphrased] “We will warranty the repairs against defects in workmanship and materials for as long as 
you own the vehicle.”   
 
Owners are often persuaded by this assurance. However, when some owners get their vehicles back 
from some DRP facilities, they begin to realize that some things are just “not right.” When the owners 
express their concerns, these concerns are systematically dismissed by both the insurer and DRP 
facility. 
 
When consumers seek help from Danny Wyatt, the legitimate cause(s) for their concerns are revealed. 
At that point, insurers decide to either re-repair or ―total‖ the vehicle.   
 
Collision Collusion exposes and documents the insurance industry‘s dirty little secrets that have 
contributed to record profits and widespread consumer abuses. 
 
This is a must-read for all consumers and consumer advocates! 
 
Respectfully, 
 
 
J. D. Howard 
Executive Director 
Insurance Consumer Advocate Network 
www.iCan2000.com 
 

 

 

http://www.ican2000.com/


 
 
 

 
Warning 

 

 
This book is designed to provide legal professionals and the general public information and insight with 

regard to the subject matter covered. It is sold with the understanding that the publisher and author are 

not engaged in rendering legal counsel or legal services. If legal and/or other expert advice and/or 

counsel/assistance is required, the services of a competent professional should be sought. 

 

It is not the purpose of this book to reprint all the information that is otherwise available to legal 

professionals but to complement, amplify and supplement other texts and sources. For more information, 

see the many references in the Appendix. 

 

Every effort has been made to make this book as complete and accurate as possible. However, there 

may be mistakes, both typographical and in content. Therefore, this text should only be used as a 

general guide and not as the ultimate source on the subject. Furthermore, this manual contains 

information on the subject only up to the time of printing.  

 

The purpose of this manual is to educate both legal professionals and consumers on the collusion that 

occurs between auto insurers and the collision repair industry against both first-and third-party claimants. 

The author and publisher shall have neither liability nor responsibility to any person or entity with respect 

to any loss or damage caused or alleged to be caused directly or indirectly by the information contained 

in this book. When in doubt, seek legal advice from an attorney. 

 

The information contained herein has been obtained from sources believed to be reliable. The opinions 

and information expressed herein are subject to change without notice. 

 

This book contains examples of typical repair estimates of repairs by major auto insurers and body 

shops, as well as total-loss evaluations and diminished value examples that attorneys and consumers 

encounter when filing insurance claims for property damage. These examples are explained as 

thoroughly and accurately as possible to provide a better understanding of how collusion by auto insurers 

and/or auto-body shops occurs.  

 

As you read this book, you will see that it is a very intense but informative book, and each situation can 

be different. For the legal professional, it is a tool in the decision-making process of hiring an expert for 

possible action against the insurer. For consumers, it will help them better understand that they are being 

taking advantage of by insurers and/or auto-body shops and may need to seek legal counsel or other 

expert advice. 

 



   
 
 

Part 1: The Meaning of Collusion and the Colluders 

 

 

What Is Collusion? 

 

Collusion is an agreement, usually secretive, that occurs between two or more persons to deceive, 

mislead or defraud others of their legal rights, or to obtain an objective forbidden by law typically 

involving fraud or gaining an unfair advantage. It is an agreement among firms to divide the market, set 

prices or limit production. 

 

 
ñWhen I speak to people in this industry, in my own company,  
I try to remind them that we are not in the óinsurance business,ô 

we are in the business of making money.ò  
 

William R. Berkley, chairman and CEO, W.R. Berkley Corp.  

15th A nnual Executive Conference for the Property -Casualty Industry Meeting  

BestWire, November 24, 2003  

 

 

 

Colluder No. 1: The Auto Insurer 

 

Over the years, auto insurers have lost sight of the reason for their existence and have evolved into 

uncaring companies that try to reach their main objective of making more profits at all cost. Through 

collusion, control and manipulation, they have taken over the auto-body-repair industry to realize that 

objective. They have become the modern-day gangsters and make Al Capone and other 1920s and ‘30s 

gangsters look like lightweights, only without the violence. They control and manipulate all of those who 

will allow them to do so in an effort to make profit. In doing so, they: 

 

1. DISHONOR the Limit of Liability. 
 

2. DISHONOR their respective state‘s steering laws. 

3. Instruct their company adjusters, independent adjusters and recommended auto-body shops 

NOT TO prepare a thorough damage appraisal/repair estimate when repairing first- and third-

party damaged automobiles. 

4. Under- or over-value all damaged vehicles to avoid paying for a total-loss. 

5. Undervalue total-loss vehicles.  

6. Deny or underpay all diminished value claims. 
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Colluder No. 2: The Company Adjuster 

 

Years ago, the insurance adjuster was a former body tech. However, things today are different. Like 

other companies, auto insurance companies have found out that it is better to hire the inexperienced. 

They train former police officers, hairdressers, fast food managers or people fresh out of college to 

assess damaged vehicles in a way that makes an optimum profit for the auto insurer. These 

brainwashed adjusters suddenly become ―experts‖ in repairing damaged cars without hands-on working 

experience and dictate how repairs will be made to damaged vehicles. Does that not make you feel cozy 

inside? Even with the training they receive, these adjusters have no business assessing the needed 

repairs to damaged vehicles. The training they receive is to serve insurers‘ purposes only! 
 

Yet even adjusters who do have years of body repair experience, proper estimating skills and training 

won‘t prepare an accurate damage appraisal. Why? Because their employers, the auto insurers, say, ―If 

you want a paycheck, then do as you‘re told.‖ Knowing better, these soul-selling adjusters follow auto 

insurers‘ company rules by omitting recommended repairs and repair procedures, knowing full-well that 

they are robbing claimants of the proper repairs that are rightfully owed to them.  

 

The soon-to-be brainwashed adjusters begin their training at auto insurers‘ Three Blind Rats School of 

Estimating.  
 

Three Blind Rats School of Estimating 
 
 
 
 
 
 

 
 

 Most claimants will pocket the money, so we undervalue the damage.  

 Personal injury claimants are just after the money, so we keep the repair cost low so 

that the personal injury offer will be lower.  

 All body damage is repairable.  

 Frame damage is body damage and can be repaire d in three hours.  

 We exclude any damage we can, 

 There are NO necessary  recommended repair proc edures and materials.  

 After -market p arts  are as good as, if not better than  factory parts.  

 We spend no more than 15 minutes writing the  Damage Appraisal . 
 

There are many additional devious, underhanded tricks auto insurers force their adjusters to use to 

underpay collision claim payments, including taking discounts, betterment or depreciation. 

We know our student adjusters have no clue about what 

they are doing. We also know that claimants and personal 

inj ury attorneys donõt understand the damage appraisal, 

so we teach that :  
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Saving by Deviating 

 

When an adjuster deviates or omits just one hour of repair time on a repair procedure, it adds up big time 

for the insurer. Omitting just one hour of repair at $40 per vehicle x 100 cars a month will save an insurer 

$4,000. Multiply that by 12 months and that‘s $48,000 a year that the adjuster saves the insurer with that 

single tactic. I have reviewed enough insurance adjusters‘ damage appraisals to confidently say that I 

could legitimately add $500 to each one just by adding the recognized necessary repairs, repair 

procedures and materials, which are all programmed into the estimating software commonly known as 

the ―P-pages‖ that insurance company adjusters use.  

 

The Gambler Knows 
 

Auto insurers are some of the best gamblers around. They know that the majority of claimants who go to 

drive-in claims offices for damage claims will do one of the following things: 

 

1. Cash the check and not have repairs made to the vehicle. 

2. Find an auto- body shop to do the repairs at the stated amount. 

3. Find a backyard body shop to do the repairs so that they have a little money left over to stick in 

their pockets. 

 

That is what usually happens, and auto insurers know this, so they will deviate from the repair 

procedures or omit as many repairs, recommended repair procedures and materials as they can on their 

damage appraisals so that the checks they give claimants will be much less than they should be. And the 

majority of the claimants won‘t question it. 

 

Words to Remember, from the Wise 

 

The insurance adjuster’s damage appraisal is ONLY AN APPRAISAL of the damages for the auto insurer 

to set aside reserve funds for paying the claim. Auto insurers DO NOT REPAIR DAMAGED VEHICLES, 

SO THEY ARE NOT THE REPAIR EXPERTS. They are in the business of providing insurance 

coverage, and they collect the premiums for that coverage. No claimant should accept the insurance 

adjuster‘s damage appraisal and the adjuster‘s check as payment for repairs. No body shop should even 

consider the adjuster‘s damage appraisal. 
 

There are a few ways the adjuster‘s damage appraisal can be very useful to the claimant or the collision 

repairer: 

 

1. Cut the appraisal into four equal parts, then staple the four parts together and use the blank side as 

a scratch pad.  

2. Make a paper airplane out of it. 

3. Use it as a back-up if you run out of toilet paper…well, maybe not. 
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Colluder No. 3: DRP Body Shops and Others 

 

The colluding body shops are mainly new-car dealers and independents (known as direct repair shops or 

DRPs) that have signed agreements with auto insurers and have FIXED or SET RATES (price fixing) in 

exchange for referral repairs. Body shops that allow auto insurers‘ adjusters to dictate repairs and costs 

are considered colluders. Body shops that follow auto insurers‘ damage appraisals in repairing damaged 

automobiles are also colluders, as are body shops that rewrite their repair estimates to please insurance 

adjusters. And body shops that do not attempt to repair damaged vehicles back to their pre-accident 

condition ―as close as humanly possible‖ are colluders. Finally, body shops that consider auto insurers 

their customer are no doubt colluders as well. 

 

Now you know who the main colluder is and the participating colluders are, so let‘s move on to the next 

phase of collusion. 

 

“Consumers and the government are being cheated out of millions of dollars that are rightfully 
theirs because of underwritten insurance estimates on collision damaged vehicles…” (See 

Educational Section pages 91-92, “(CIC) The Anti-Fraud Committee of the Collision Industry Conference.”)  

 



 

 
 

 

Part 2: Collusion in Steering 

 

“The secret of the power of the insurance companies is their ability to assume from their insureds the 

authority and discretion to decide at which establishment damaged automobiles should be repaired. This 

is done though suggestion, through encouragement and occasionally through outright coercion. But 

however it is accomplished, the insurance companies have developed the ability to influence the 

automobile owner’s choice of repair shop and thus control much of the flow of auto repair business in this 

country.”  THOMAS J. DOWNEY 

 

 

What Is Steering? 

 

Steering is a practice that auto insurers engage in to direct claimants to their recommended body shops 

(DRPs). Steering is illegal in many states, yet many insurers defy steering laws. 

 

 

When Does Steering Begin? 

 

Steering by auto insurers generally begins when an auto damage claim is filed. Whether or not the 

accident was the vehicle owner‘s fault, the insurer may or may not recommend a body shop. But the 

odds are that the insurer WILL RECOMMEND a repair shop. So remember, when the insurer does 

recommend an auto-body shop or a list of auto-body shops to the vehicle owner, those are shop in which 

THE INSURER HAS A FINANCIAL INTEREST because of discounts and concessions it receives from 

the shop. 
 

 

Steering Laws 

 

Insurance steering is prohibited in many states. In fact, at the federal level, insurance steering is one of 

the activities prohibited in a 1963 Consent Decree filed in the United States of America v. Association of 

Casualty and Security Companies, a case brought under the Sherman Act. However, auto insurers are 

smart enough to know that local state Attorney Generals‘ offices, departments of insurance or the federal 

Attorney General‘s office are going to sit on their asses and do nothing to combat the insurer‘s illegal 

practices. I have another name for North Carolina‘s and other state Attorney Generals‘ offices: ―the 

Department of Useless,‖ with all 50 states‘ departments of insurance being best described as the 

―Department of Worthless.‖ Both Useless and Worthless allow themselves to be controlled by the auto 

gangster insurers‘ money and power.  
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Steering Law Example 

 

In 2003, the North Carolina General Assembly amended the steering law that now requires auto insurers 

to DISCLOSE their financial interest in their recommended shops. On August 7, 2003, the following 

legislation, Number (iv), went into effect. 

 

§ 58-3-180. Motor vehicle repairs; selection by claimant. 
 

(b1) No insurer or insurer representative shall recommend the use of a particular 

motor vehicle repair service without clearly informing the claimant that 

 

(i) the claimant is under no obligation to use the recommended repair service, 

(ii) the claimant may use the repair service of the claimant's choice, 

(iii)  the amount determined by the insurer to be payable under the policy will be paid regardless of whether 

or not the claimant uses the recommended repair service, and 

 

(iv) that the insurer or insurer representative has, at the time the recommendations are 

made, a financial interest in the recommended motor vehicle repair service. No insurer 

shall require that the insured or claimant must have a damaged vehicle repaired at an 

insurer-owned motor vehicle repair service. 

 
However, the policy language HAS NOT BEEN UPDATED to reflect the new law, and I got quite a 

chuckle when I read the “Choice of Law” section because Number (iv) is conspicuously missing. 

 

 

 
 
 
 

 
 

 
 
 
 
 
 
 
 

(Source:  North Carolina Rate Bureau Policy Language 2009) 
 
 

(c) Any person who violates this section is subject to the applicable provisions of 

G.S. 58-2-70 and G.S. 58-33-46, provided that the maximum civil penalty that can be 

assessed under G.S. 58-2-70(d) for a violation of this section is two thousand dollars 

($2,000). (See Educational Section pages 93-94, “NC General Assembly S.L. 2003-395 (HB 986)”)

http://www.ncleg.net/gascripts/BillLookUp/BillLookUp.pl?Session=2003&BillID=h986
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If the policy is supposedly issued in accordance with the laws of North Carolina and on the behalf of ALL 

POLICYHOLDERS, then why in the hell was (iv) totally excluded from the policy language and/or the 

―declarations pages‖? Okay, you legal professionals, pay attention now: I have asked more than 300 of 

my clients if the auto insurer told them of its company‘s ―financial interest‖ in the recommended body 

shops. Everyone said NO, they were not informed of any financial interest. So according to G.S. 58-2-70 

and G.S. 58-33-46, when the insurer does not tell the claimant of the financial interest in the 

recommended repair facility, the maximum CIVIL PENALTY is $2,000. Since this law was put into effect, 

I am willing to bet that at least $50 million in civil penalties could have been sought if consumers had 

pursued the financial-interest issue legally. 

 
In late 2008, I expressed several concerns to the NCDOI (or the NCDOW), and below is the response I 
got about steering law Number (iv). 

 

 
 

(See Education Section page 95,” NCDOI Letter”) 

 

 

Again, we have laws written and passed by legislators and put into effect, and still they‘re totally 

worthless – just as worthless as North Carolina‘s Department of Insurance and others.  

 

 

DRP Conflict of Interest 
 

With the direct-repair program, there is no need to worry about any negotiating with the insurance 

adjuster any more – the DRP shop estimator IS THE ADJUSTER for the insurer. The only worry is maybe 

the estimator looking after the auto insurer master‘s interest first, then the shop‘s interest and then maybe 

the vehicle owner‘s…if he or she is lucky.  

 

 

DRP Shop Estimators Adjusting Claims 

 

In some states, body shop estimators are required to be licensed to appraise damaged vehicles. Whether 

or not the DRP shop‘s estimator is licensed, the question remains: Who is representing the insurer as an 

adjuster? The DRP estimator assesses the damage and reassesses the total cost of repairs for the 

partner insurance company. Then the insurance partner settles the claim, going by the final numbers its 

DRP shop partner has come up with. Questions: (1) Who is to be held responsible when the repairs are 

inadequate due to a poorly prepared estimate? (2) Who is going to be responsible for any breach of Limit 

of Liability with the insured—the DRP estimator, the shop itself, the insurer or everyone involved in the 

claim and repairs? 
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ñIf any person shall assume to act either as principal, agent, broker, limited representative, adjuster or 

motor vehicle damage appraiser without license as is required by law or, pretending to be a principal, 

agent, broker, limited representative, adjuster or licensed motor vehicle damage appraiseré.  

 

the punishment for which is not elsewhere provided for, he shall be deemed guilty of a Class 1 

misdemeanor.” (Source: North Carolina General Statues § 58-3-130. “Agent, adjuster, etc., acting without a license or 
violating insurance law”) 

 

 

It’s Your Car, and It’s Your Choice 

 

When that dreadful day comes and a person‘s vehicle is damaged, it is for him or her, NOT the auto 

insurer, to decide where to have the repairs made and to approve the type of repairs that will be made.  

One place the consumer DOES NOT want to have the repairs done is at the new-car dealership‘s body 

shop or at any chain independent body shops. The majority of these body shops and other smaller body 

shops are on many auto insurers‘ recommended repair shops lists. Being a recommended or direct 

repair shop, these shops are faced with ―cycle time‖ that is enforced by the auto insurer. If the repairs 

take longer than the allowed cycle time, the direct repair shop has to pay the extra rental-car costs. 

 

Also, the majority of these body shops‘ repair techs are commission-paid, based on the amount of labor 

hours they turn—they are not paid a salary. The body shop manager also gets a commission based on 

the hours the body shop turns. As a result, the majority of both new-car dealership and independent 

chain direct-repair shops charge for repairs they do not perform. 

 

I have also found that, to try to get repairs out the door as soon as possible, they shortcut repairs and 

OMIT MANY REQUIRED repair procedures when repairing damaged vehicles. In my inspections of 

vehicles for diminished value, I have found that the repair quality of new-car dealership auto-body shops 

and multiple-chain independent shops is fair to extremely poor. And in many cases, the vehicles are 

UNSAFE TO DRIVE after the repairs. 

 

These direct repair body shops have allowed themselves to be placed under cycle-time pressure by the 

auto insurers to ―get the cars in and out the door as fast as possible‖ for the sake of making a dollar and 

saving the auto insurer a dollar, with no concern for the real customer—the vehicle owner. So it comes 

down to how tight a ―ship‖ the owner/manager of any auto-body shop runs. They should run their shop to 

ensure quality and customer satisfaction, not insurance satisfaction, but that rarely happens.(See 

Education Section pages 96-100, “Selecting a Body Shop” by Mike Orso, see Education Section pages 101-102, 

“Blumenthal Seeks U.S. Investigation of Car Insurers” by Andrew Frye [Update3] and see Education Section pages 103-

112, Providence Auto Body Inc. v Allstate Insurance Company) 

 

 
 
 
 



   
 
 

Part 3: Body Shops Then and Now 

 

 

“The insurance companies then hold this power over the heads of automobile repairmen like the Sword 

of Damocles. If the repair shop complies fully with the insurance company demands, it may be placed on 

the insurance company’s preferred list. On the other hand, if it tries to strike a more independent course, 

the repair shop may find its business significantly curtailed.” THOMAS J. DOWNEY 

 

 

In 1972, when I first started in the auto-body repair industry, I remember shops in the area working 

together. I remember new-car dealer body shops repairing their own makes and models, with the 

independent body shops repairing older model vehicles and dealers‘ used-cars and rebuilding total-loss 

wrecks. When I opened my own shop, I chose the cars I wanted to repair. I referred the owners of the 

automobiles I did not want to repair to another body shop. When it came to an insurance repair, I did the 

same as my first body shop manager did—I explained to insurance adjusters what I thought the 

damaged vehicle needed. 

 

In the old days, there was no such thing as computer estimating software. We had Crash Books to go by, 

and estimating the damages to a car took awhile because we had to flip through page after page 

searching for parts, prices and labor needed to figure the cost of repairs. As for the P-Pages, I was never 

taught its true purpose. Looking back, I understand why adjusters were happy to stroke the checks. I was 

cheating myself out of money, and they knew it. As for direct repair shops back then, if they existed, I 

never was aware of them until 1995, when I got back into the industry after taking a 10-year break. The 

customer I aimed to please was the owner of the car or truck—not the insurance adjuster. 

 

Now we get to the part of this book I struggled so much to write. I wish there had been some way I could 

have avoided it, but there wasn‘t. Times have changed in the auto-body repair industry to the point that 

both new-car dealer and independent body shops have become their own worst enemies, repairing 

almost every type of vehicle made. Auto-body shops are fighting for a piece of the repair pie, to the point 

that many of them lowball their repair estimates just to get the job. Plus, they repair damaged 

automobiles that they aren‘t even properly equipped to repair. Why is this happening? Because auto 

insurers figured out how to take control of the auto-body repair industry for their own self-gain, and 

thousands of auto-body shops became losing suckers. 

 

It began when auto insurers started their recommended repair shop programs, better known as direct 

repair shops (DRPs). Insurers knew which shops had good reputations and which ones were notorious 

shysters. So they approached the ethical shops, promising more work by way of referrals in exchange for 

price concessions. The shops would write the repair estimates, give a 10% discount on domestic parts, 

have set labor-repair costs, no mark-ups on towing and free storage for vehicles that became total 

losses. All this was put into place by auto insurers, despite the 1963 Consent Decree that forbids many of 

these practices. 
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In the early stages of DRPs, things were going fairly well for all those involved. The better shops were 

getting more work and were making money; auto insurers were paying less on repairs, which led to 

increased profits; and owners were getting their cars repaired faster. Then things began to change. 

Insurers developed a greedier plan of collusion. They started playing shops against each other by giving 

more work to certain DRP shops in the same area that forced the others that were losing work to offer 

more discounts and concessions. The insurers‘ greedy plan of collusion against their own DRP shops 

was working, as they saw it. The smart shop owners saw the writing on the wall bailed out of the referral 

programs, becoming independent of their former masters. They began rebuilding their customer bases 

and serving the real customer—the vehicle owner. 

 

Insurers had their DRP shops right where they wanted them, demanding more and paying less to these 

blind and foolish DRP servants. DRP shops that were once on the insurers‘ referral lists began to see 

work steered away from them, and they began to cry ―Foul!‖ right along with the true independents. Now, 

after about a 20-year span, the auto-body repair industry has become a cutthroat business of survival for 

many shops, with many closing their doors because they can no longer survive. The modern-day 

gangsters of the auto-body repair industry are now in control of the industry I love. (See Educational Section 

pages 113-121, “The Evolution of DRPs” by Dennis Howard)  
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