
REBUILDABLES

Necessity is persuading dealers to buy vehicles that insurance companies 
and consumers have deemed trash. 

Dealers “are more apt to buy salvage-titled vehicles,” says Brett Adair, 
national director of Copart Dealer Services, a company that facilitates some 
million vehicle sales in a given year, primarily in the salvage space. “They 
have to look at other sources.”

The heightened interest in salvage vehicles has been spurred by extremely 
short used-vehicle supplies in recent months. Generally, a vehicle is deemed 
“salvage” when the insurer determines that the repair or replacement cost 
exceeds about 75% of its market value at the time of the accident or theft. 
The upshot: The older the car, the more likely it can be considered salvage 
in the event of an accident. For dealers on the prowl for cheaper used cars, 
salvage titles might be one way to go.

As such, Copart’s business has been growing. “It’s driven up the price 
of vehicles,” Adair says. Indeed, the Manheim Used Vehicle Value Index, 
which measures wholesale used vehicle prices, hit 118.6 in August, a 2.1% 
increase from the same month of 2009. 

And Copart is not the only one seeing more business lately. Jacksonville, 
Fla.-based Insurance Salvage Solutions, for another, is up 17% year-over-
year, estimates Winston Wheeler, managing partner. “Salvage has trended 
up with used cars,” he says.   

Though the majority of bidders attending ISS auctions are exporters and 
recyclers, dealers are also part of the mix that is reaching “deeper” into the 
market, Wheeler says. “There are not enough cars in the market for  
everybody, plain and simple,” he says. 

But like supplies of used cars, salvage-branded titles are running low. The 
culprit: the government.

THE STRUGGLE
“‘Cash for Clunkers’ took a lot of cars out of the market,” Wheeler says, adding 
that the federally sponsored program subsidizing dealers also mandated 
that “clunkers’” engines be destroyed. “This put some pressure on recyclers 
to find units.”  

Plus, vehicles deemed by insurers as “total losses” are down nationwide, 
says Wheeler. Why? Consumers are doing away with their insurance coverage 
because they can’t afford the premium, which in turn, cuts into salvage  
supplies. And with used-car prices soaring, insurance companies may decide 
certain damaged vehicles are now worth repairing rather than sending to 

the salvage yards, adds Mary-Beth Kellenberger, program manager of the 
global aftermarket automotive and transportation at Frost & Sullivan, a 
research firm. 

Yet, even with renewed interest on the salvage scene, some auctions say the 
bidder breakdown is the same old situation.

Take Pocatello, Idaho-based Idaho Salvage Pool, which typically sells 20-to-40 
salvage-branded vehicles to recyclers and rebuilders in an auction. Although 
Manager Cheryl Hayes says she doesn’t know the exact buying logic breakdown 
— for parts or to rebuild — she believes it’s similar to years past. 

A Michigan salvage auction, which requested anonymity, shares Hayes’s 
experience, maintaining that that bidder type makes up a “small portion” 
of the auction house and always has. The auction manager said the small 
niche is a direct result of insurance restrictions.

The caveat to breaking down bidding demographics, though, is recognizing  
it is impossible to gauge the number of dealers who will rebuild salvage 
vehicles. “Most [dealers] will say they will buy for parts,” says Frost & 
Sullivan’s Kellenberger. 

The reason: The practice of rebuilding has always been tainted by fraudsters  
who cleanse salvage titles by retitling them in a state that does not transfer  
salvage cautions onto new pink slips, vehicles’ title certificates. Kellenberger  
says this problem intensified with Hurricane Katrina leaving a flux of flooded 
vehicles and fraudsters gulping them up. But even in less sensational 
fraud scenarios, Kellenberger says there are a lot of questions surrounding 
rebuilding efforts. For example, say Joe Average Dealer bought a shell of a 
car and put in a big engine, one question that comes to mind is whether 
the engine and body will work together, she explains. “There are too many 
things going on in there,” she says.

“Most used-car dealers do not want deep-damaged salvage vehicles to 
resell because of the liabilities,” echoes an executive at a Florida-based 
salvage parts shop. The source added that rebuilds have driving limitations 
in certain states and consumers are wary to purchase such titles.  

Copart, however, sees it another way.

Though historically consumers have been hesitant to buy a salvage-branded 
vehicle, customers with poor credit are “not at all concerned” with buying 
those vehicles in their effort to save money during this  recession, Adair says.

“A common trend among dealers is that the public is willing to purchase a 
salvage title,” Adair says.
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