Senate Insurance Committee 

Total Loss Salvage Vehicles

Wednesday, January 30, 2002

1:00 p.m. - Room 112
12:40 p.m., West Steps of Capitol, the Bureau of Automotive Repair will have on display a salvaged 1998 Chrysler Sebring sold by a licensed car dealer without the required salvage brand

This hearing is the committee's final phase of information gathering for a report on the sale 

of vehicles that have been declared a total loss by an insurer. Two consumer protection issues 

have been identified.

· Issue one: Disclosure - There is increasing evidence that California consumers are unknowingly buying vehicles which have previously been involved in serious accidents.  These vehicles have not only sustained significant damage but, in many cases, were considered total losses by the insurance companies.  California currently mandates disclosure of total loss or salvage vehicles, yet these laws are difficult to enforce especially when vehicles are brought in from other states.  The DMV estimates that 145,000 salvaged vehicles are added to the registration rolls each year and that there are currently 2.4 million salvaged vehicles in operation.  However, these numbers include ONLY THOSE VEHICLES reported to the DMV as salvaged.  Due to lack of disclosure, the actual number of total loss or salvaged vehicles on California roads may be slightly or even substantially higher.

· Issue two: Safety- In prior years there has been no documentation to suggest that salvaged vehicles present a safety threat.  However, a limited CHP study conducted for this hearing found that six of 150 vehicles involved in fatal collisions last year were salvaged vehicles. In one crash the CHP noted that the driver was saved by a deployed airbag while the passenger died, presumably because the passenger airbag had been cut. The CHP contends that a person who rebuilds a salvage vehicle for sale should take on the added responsibility of insuring that the vehicle passes minimum safety checks. Currently, the inspection onus is on the consumer who has already purchased the car. 

Furthermore, at least one salvage auction business raises the issue of requiring extended 

safety checks for late model, salvaged luxury cars that are rebuilt despite extensive damages 

that often exceed $30,000.

An additional issue is the state law requirement that fire-gutted vehicles and those that are

" surgically stripped "  be declared non-repairable by the insurer. Less clear are the parameters that would push a badly mangled vehicle into the non-repairable category.   Insurers rarely declare vehicles non-repairable (declarations range per insurer from one percent to eight percent of all total loss cases) and, in fact, some insurers leave non-repairable declarations to salvage auction businesses. The CHP contends that too many structurally damaged cars are sold at auctions to rebuilders who lack the training and tools to fix these vehicles properly.

AGENDA

Opening Remarks: State Senator Jackie Speier, Chair; committee members

A)
The Unanswered Question: Are Salvage Vehicles Unsafe?

1. Assistant Chief Adam Cuevas, California Highway Patrol, will discuss a traffic fatality study involving salvage vehicles, and CHP's role in inspecting salvage vehicles.

B)
Consumer Perspectives

1. Patrick Dorais, Acting Chief, Bureau of Automotive Repair, will explain the " anatomy " of  

      an illegal salvage vehicle sale by a licensed car dealer

2. Stephen Cody, Los Angeles resident, unknowingly bought a $29,500 salvage vehicle that had been in a fire.

3. Julie Wray,  San Francisco resident, unknowingly bought a $43,000 car that was actually two different cars welded together.

4. Rosemary Shahan, President,  Consumers for Auto Safety and Reliability, will discuss title washing. 

C)
Regulatory Agencies

1. Steve Gourley, director, Department of Motor Vehicles will discuss the population of salvage 

      vehicles and titling laws.

2. Tony  Cignarale,  Bureau Chief,  Consumer Services and Market Conduct Branch,  Department of Insurance

D)
Auto Dismantlers (panelists to explain decisions to part a car out rather than repair it)

1. Ron Vincent, PMP Auto Parts, Woodland

2. Jack Duncan, J&W Auto Wreckers, Antelope

3. Jim Schneider, Quick Parts, San Bernardino

E)
Auto Salvage Auction Businesses(panelists to explain the process of salvage auctions)
1. Marcia McAllister, Vice-President, Insurance Auto Auctions

2. Willis Johnson, CEO, Copart Auto Auctions

F)
Insurers(panelists to discuss the salvage certificate process, owner-retention of salvaged vehicles, decisions to declare a car non-repairable, and selling through salvage auctions)

1. Delia Chilgren, California Regional Counsel, Allstate Insurance Group

2. John Bierer, Property Claims Manager,  21st Century

3. John Rubins, Manager of Salvage; Richard Shrader Jr., Legislative Representative,

CSAA Inter-Insurance Bureau

4. Ray Trevethan, Group Manager, Automobile Club of Southern California

5. Gene Livingston, Livingston & Mattesich Law Corp, State Farm Insurance

6. Jeff Sauls, Director, Government Affairs, Farmers 
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