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Next Man Up

By Marty Hollingshead • ARA President

As many know, I recently assumed the role of  
President of ARA. While this is an honor, and  

I am truly humbled, it got me to thinking about our  
Association and the industry, with its past, present,  
and future. One thing I keep in mind is to “always 
remember your roots, never forget where you came 
from.” The same can be said about this Association. 

Over 75 years ago, this Association was born out of 
adversity. In the past, it has been a constant battle to over-
come adversity, as well as adapting and dealing with the 
changes that affect us. This Association is what it is today 
because of the dedication, commitment, and hard work 
of the great leaders before me. I definitely have some big 
shoes to fill. It makes me wonder if I am the right guy for 
the job at this point in time. 

I hope I can do a good job. I will try my best to do what 
is right for the Association and this industry. I am a blue 
collar, hands-on guy, and I always try to lead by example. 
However, this is not about one person, or one thing. ARA 
is a team, with the Executive Committee, which includes 
Scott Robertson, Shan Lathem, Nick Daurio, and our 
newest member Eric Wilbert, as well as our Executive 
Director Sandy Blalock, and the ARA staff. I am proud 
and honored to be working with these folks. I don’t think 
I could be surrounded by a better group. 

Our job as the Executive Committee has been made 
easier because of the hard work that is done by Sandy,  
Jessica, Emile, Kelly, Maria, and Vince. These folks do a 
huge amount of the “behind the scenes” work that most 
are not aware of. As I say all of the time, there is no substi-
tute for hard work, and these folks are proof of that. 

Looking at the present, we have many challenges before 
us: Electric vehicles, evolution in technology, regulatory 
issues, as well as safety and environmental, pushback 
from the OEMs from using recycled original equipment 
parts, and changing the negative perception, junkyard 
image that our industry suffers. But with challenges come 

opportunities. Here are some 
of my hopes and my vision for our industry. 

We need to secure our future because we are forced  
to do the most with the least resources. We are one of  
the hardest working and most misunderstood industries  
in the world. We need to improve our image. We have a 
great story to tell. To the OEMs: We are not an adversary. 
We are a relevant partner. 

Changes are upon us. We will need to stay current with 
how to dismantle, harvest, and sell parts off of newer 
vehicles. This can be accomplished through training and 
education. This Association has committed to providing 
members with all of the latest and greatest methods. 

So, how do we get better as an industry? Simply put, 
there is strength in numbers. We need membership, and 
more importantly, we need to unite as an industry and we 
need all members to participate and be involved so that 
we can all speak with one loud and unified voice. History 
has shown us that individually we can accomplish very 
little, but as a group we can do great things! 

Throughout the history of this industry, there have 
been times where others before us were worried that 
there would not be a need or a place for our industry in 
the future. Today is no different. The world is definitely 
changing and our industry will change also. What the 
future holds for our industry is up to us. Our fate is in  
our hands. As I say to others, “If you want to be successful, 
what are you prepared to do?” 

This Association is not a “good old boys” club.  
We are here to represent and protect the interests and  
concerns for the automotive recycler. We are here for  
ALL Auto Recyclers, from the mom and pops to the 
largest operators, full and self-service. It doesn’t matter 
how big you are or how big you aren’t. We are all equals 
in this Association. I hope that when my term is done,  
I will be remembered for doing a good job. With the help 
and support of the Executive Committee, as well as the 
ARA staff, I know this will be the case. 

To paraphrase Mercury 7 astronaut Alan Shepherd: 
Dear Lord, please don’t let me screw up.  

Marty Hollingshead
2021-22 ARA President

This Association is what it is today because 
of the dedication, commitment, and hard work 
of the great leaders before me. I definitely 
have some big shoes to fill. 
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By Sandy Blalock • ARA Executive Director
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The Future is Here and There’s No Turning Back

One of the things that came out of the pandemic was 
our reliance on technology and quickly adapting to 

change. There is no doubt that there is no turning back 
the clock and we, as an industry, will need to more readily 
adapt and accept that our lives and businesses are going 
to be managed in a much different way than ever before.

We have faced many changes in the last 100 years in 
the industry and it just seems to be coming at us faster 
and faster. We have adapted and grown with those 
changes but are all auto recyclers going to fully engage 
in what the future holds for our industry? If you are not 
already making plans and plotting out your future, there’s 
no time than right now to make that a priority.  

I know many have businesses that are well prepared 
to adapt quickly to change but many are not prepared at 
all. The pandemic, especially during the first few months, 
were difficult on many and then everything changed and 
suddenly we found a more vibrant, while challenging, 
business erupt. Many recyclers were suddenly having 
record sales, yet still others were struggling. 

In reality, a business that is well organized around the 
fluctuations our industry has had, probably since the 
beginning, will be positioned to grow and thrive and 
many others will continue to struggle. How you manage 
these changes will determine your success or failure. 
Failure, in and of itself, is not always bad as long as you 
learn and can pick up the pieces and move forward in a 
more productive manner. And move your business to a 
more successful business model. 

Our industry is enveloped in technology, not only for 
the managing of our businesses, but the tools that we use 
and the vehicles that we are processing, both now and 
in the future. This will mean that you will have to accept 
that your business will not survive and if you do not 
fully engage on the technological front your time in this 

industry may be limited. The products we procure – these 
vehicles will necessitate a much higher level of tooling 
and technology than ever before. 

ARA is working hard to assure that we, as the associa-
tion responsible for advocating, educating, certifying and 
protecting the rights of all auto recyclers to be successful 
and profitable, will continue working on programs to 
ensure that auto recyclers have the access to technology 
resources, information, training, education and certifica-
tion programs that will help insure success in the future. 

It's time that you as a professional automotive recycler 
start planning for what your business model will look like 
in the future. It’s time to prepare not only the business but 
your entire team. Get the training and resources you need 
at www.arauniversity.org and make sure to check out all 
the additional resources ARA has available to members 
at www.a-r-a.org. We will continuously look for new 
resources, training and anything else to ensure our mem-
bers are profitable and successful, because your success is 
our mission. 
Reach Sandy Blalock at sandy@a-r-a.org. Share your thoughts 

pertaining to the advancement of professional automotive recycling.  

Your letter could be published in an upcoming issue.

If you are not already making plans and plotting out your future,  
there’s no time than right now to make that a priority.  
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By Caryn Smith • Editor 

Business Nuts & Bolts When It’s Booming

A t the 78th Annual ARA Convention  
& Expo, there was much talk on the 

condition of the industry. It has been a 
healthy sales year, maybe the best year ever, 
for many auto recyclers. While things are  
on a high note, you may think it is not really 
needed to review basic business practices 
and profit zapping procedures right now. 
But, as the year comes to a close, it is pre-
cisely the right time to review your bank 
statements for expenses that can be cut  
and employee policy manuals.

In this issue, we remind you to take a 
close look at your sales culture. On page 
34, Chad Counts offers practical advice 
that can impact your sales goals. He 
reminds you to include your employees in 
the process, saying, “The best companies 
have developed a sense of achievement 
and accomplishment along with their 
employees rather than at their employees. 
It is a subtle difference, but it is a difference 
that determines whether or not this is likely 
to be a culture that stands and flourishes 
over the long run or one that is going to 
experience fits and starts…”

Then, on page 40, Russ Sewell shares the 
things your accountant ISN’T telling you! 
He discusses financial statements, ratios, 
and relationships that all add up to success.

Another issue on the rise is managing 
employees who might be substance abusers. 
Spotting Impaired Workers, on page 44, 
starts this conversation, and gets you 
thinking on policies and procedures if you 
discover an employee is impaired at work.

While on the topic of being a great year,  
I want to share something that I rarely 
mention in this column but is very 
important to the ARA. 

At the 78th Annual Convention & Expo, 
we had a great exposition! Your supporting 
industry vendors came out in full force. 
And many of them reported it was the best 

show of the year. As the host, ARA is always 
pleased to hear that kind of report from the 
companies who support the event, so that 
YOU benefit from quality educational and 
networking opportunities. 

ARA also provides a variety of adver-
tising and marketing opportunities that 
your industry vendors robustly support 
with their budgets. In the past two years, 
advertising and marketing has increased as 
these vendors seek to capture your atten-
tion. As you know, the work of ARA is 
supported through member dues revenue, 
but also non-dues revenue such as the asso-
ciation’s exposition, magazines, websites 
and email marketing provide. 

We depend on and are greatly apprecia-
tive of industry companies who support the 
ARA, and make our programs possible.

I am personally so thankful for our 
industry vendor companies. I talk to them 
often and help them to be seen in the right 
places purely to get your attention. 

Here is my ask. 
As you look to allocate your profits from 

this amazing year for your business, I am 
asking that before you go spending money 
on new equipment, technology, tools and 
other must-have programs and improve-
ments, look first to those vendors who 
regularly support the ARA. They make the 
industry move forward and bring the inno-
vation to your business and bottom line. 

Flip open the ARA Convention Program 
Guide or any issue of Automotive Recycling 
magazine or visit the ARA website or the 
helpful autorecyclingbuyersguide.com to 
see who supports the ARA, and therefore 
is driving initiatives forward. Tell them you 
are calling them because they support ARA! 
And thank them for it.

I want to thank them, as well, for all they 
do. They make the industry a better place – 
and a fun place to work!  
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In September, ARA worked with industry stakeholders such as the State of California 

Auto Dismantlers Association (SCADA), LKQ Corporation, and CA Metal Recyclers 
Coalition to provide comments on a California Department of Toxic Substances Control 
(DTSC) proposed emergency regulation that would negatively affect the ability for metal 
shredders to operate in the state of California. The proposed emergency regulation was 
set to make two changes to existing California regulations, including redefining how Cal-
ifornia regulators defined the term “scrap metal” by aligning the state’s definition of scrap 
metal with that of the U.S. Environmental Protection Agency. The second change would 
have caused California’s metal shredders to be classified as managers of hazardous waste. 

ARA’s comments opposing the changes are available on the ARA website and clarified to 
the DTSC that “motor vehicles, motor vehicle parts and components are not waste material 
and in no way should be classified as hazardous waste.” Additionally, ARA explained that 
should metal shredders be classified as hazardous waste managers, California’s entire recy-
cling industry will be potentially disrupted. The proposed regulations have been withdrawn 
but had the DTSC’s emergency regulation been implemented, it would have increased costs 
to metal shredders in their disposal of metal shredding residue and subsequently the value 
of vehicle hulks sold to shredders by automotive recyclers. The proposed regulation could 
have impacted automotive recyclers’ operations and processing of vehicles. It is expected 
that the DTSC will try and implement the same rule through a formal rulemaking process 

and ARA will continue to monitor this important issue.

Wheel
News, Trends & Reports from the Automotive Recyclers Association

Lorem ipsum
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WELCOME NEW AND 
RETURNING MEMBERS

Ace Iron and Metal

Allied Auto Wrecking

AllPro Auto Parts

ATC Auto Salvage, LLC

Brevard Capital Group, Inc.

Carolina Pick-n-Pull

Erie Vo-Vo, Inc.

European Metal Recycling (EMR)

Graveyard Pick N Pull

Helman Auto Parts

Jackson Auto Salvage

KBI: Kinsbursky Brothers Intl.

Matt's Used Auto Parts

MCI/Maxcore Industries

Nh Autopiezas

Peak Auto Auctions

Prestige Auto & Metal Recycling

Ready To Start Auto Parts, LLC

RedRock International

RedRock International  
(India Affiliate Chapter)

San Diego County Auto Recyclers Assn. 
(SDCARA)

Vallett Auto Group, LLC

Wilken and Sons, Inc.

YS Catalytic Recycling

California Withdraws Emergency Regulation  
That Would Cause Metal Shredders to Become  

Managers of Hazardous Waste

Don’t Miss Out on New Totaled Treasure!

We are launching new episodes every week on ARA’s YouTube 
Channel, Totaled Treasure, and we don’t want you to miss 

out on all the fun and finds! Join the email list to stay up to date, it's 
fun and pretty easy. Join Totaled Treasure here: https://totaledtreasure.com/subscribe.

Totaled Treasure tells the story of the journey and experiences of ARA’s Vince Edivan and 
film producer Aaron Stone as they travel the country, visiting professional auto recycling 
facilities and searching through the vehicles to see what they can find. At each stop, Vince 
and Aaron introduce a new recycler, their team, their story, and often their family to the 
viewers. It’s just one of the great ways we at the ARA are working to spread the word about 
our incredible industry.

Through storytelling, and a healthy dose of laughs, Totaled Treasure takes the viewer on a 
journey to have fun, find cool stuff, and learn about the people, places, and incredible value 
of the automotive recycling industry. So spread the word!
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Since its inception in 1943, the Auto-
motive Recyclers Association (ARA) 

has represented professional automotive 
recyclers who provide motor vehicle owners 
with the ability to choose ROE – Recycled 
Original Equipment® motor vehicle replace-
ment parts. 

ARA is guided by a foundational prin-
ciple to protect automotive recyclers’ 
ability to sell vehicle repair parts that 
are safe for reuse. Therefore, ARA takes 
every effort to encourage, promote, and 
expand the opportunities for profes-
sional automotive recyclers to provide 
safe and effective automotive replace-
ment parts for vehicle repairs. The need 
to protect the automotive recycler’s ability 
to sell legitimately acquired vehicle parts is 
becoming ever more important today with 
catalytic converters, EV batteries, and other 
new emerging technologies.

The most recent example of ARA’s work 
protecting the interest of its members has 
been to combat efforts to eliminate the 
ability for its members to sell used OEM 
catalytic converters as replacement parts. 
Over the past year, ARA has been tracking 
48 pieces of legislation dealing with cat-
alytic converter theft in 23 states. Parties 
have repeatedly and incorrectly claimed 
that federal law prohibits any used OEM 
catalytic converter to be used as a replace-
ment part. While four states place some 
restrictions on the use of EPA-Compliant 
Used OEM Catalytic Converters as replace-
ment parts, most states solely rely on EPA 
guidance. 

ARA conducted a thorough review 
of federal and state laws and has begun 
an education and advocacy campaign 
in the states to show that the U.S. Envi-
ronmental Protection Agency (EPA) has 
a longstanding policy endorsing the use 
of EPA-Compliant Used OEM Catalytic 
Converters as replacement parts. Further-

more, the EPA recognizes the economic and 
environmental value in providing vehicle 
owners with the ability to purchase 
EPA-Compliant Used OEM 
Catalytic Converters as a “less 
expensive” means of affecting 
repairs. It is important to 
note however, that while 
the EPA endorses the use 
of EPA-Compliant Used 
OEM Catalytic Converters 
as replacement parts, their 1986 
policy places requirements designed to 
ensure that the used OEM catalytic con-
verter being resold is a properly functioning 
unit and EPA compliant.

Today, automotive recyclers most com-
monly sell detached catalytic converters 
for their Platinum Group Metal content 
due to the high price of precious metals. At 
this moment in time, it is often easier and 
quicker for automotive recyclers to benefit 
from the high prices of rhodium, palla-
dium, and platinum and the convenience 
associated with selling processed catalytic 
converters directly to processors. However, 
the commodity price of a detached catalytic 
converter is directly tied to the manufacture 
of catalytic converters since globally 80% 
of the rhodium, 74% of the palladium, and 
40% of the total platinum are consumed by 
the auto catalyst industry. 

As vehicle manufacturers are actively 
committing to replace internal combustion 
engine vehicles with zero emission and elec-
tric vehicles that do not have catalytic con-
verters, the demand for the precious metals 
contained in catalytic converters and their 
market price will fall dramatically.

Some automotive recyclers have come 
to the realization that in specific applica-
tions they are able to sell used catalytic 
converters as EPA-Compliant Used OEM 
Catalytic Converters for substantially more 
money than they would if the catalytic con-

verter had been sold only for its precious 
metals. Furthermore, as the scrap metal 

value for the precious metals con-
tained within catalytic converters 

declines, the economic value of 
selling catalytic converters for 
repairs will increase. 

As a part of ARA’s commit-
ment to work alongside law 
enforcement to fight catalytic 

converter and automotive 
theft, ARA was appointed to the 

International Association of Auto Theft 
Investigators’ (IAATI) Auto Theft Preven-
tion Authority Sub Committee on Catalytic 
Converter Theft Prevention. ARA is the 
only party representing the automotive 
recycling industry on this Committee. 

As the premiere national law enforce-
ment organization focused on automotive 
theft and automotive related crimes, IAATI 
has produced a white paper on catalytic 
converter theft, a policy document, and 
model legislation. In IAATI’s policy docu-
ment and model legislation, IAATI recog-
nizes the legal right and important need to 
be able to sell EPA-Compliant Used OEM 
Catalytic Converters as replacement parts 
(when not prohibited by state law). IAATI 
is also spearheading efforts to combat 
catalytic converter theft by coordinating 
a response from multiple segments of the 
automotive industry.

IAATI’s policy document includes six 
policy points for effective catalytic con-
verter legislation:

1)  Identify with certainty the person 
selling the catalytic converter; 

2)  Identify with certainty the vehicle 
from which the catalytic converter was 
removed; 

3)  Require a traceable payment and pro-
hibit cash transactions; 

4)  Require records of catalytic converter 
transactions be maintained and made 

ARA’s Education and Advocacy Campaign is Working to Protect the Interest of Members 
and Their Use of EPA-Compliant Used OEM Catalytic Converters as Replacement Parts
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accessible to law enforcement upon 
request;

5)  The penalty for not meeting the above 
requirements needs to be a sufficient 
deterrent.

6)  The Environmental Protection Agency 
(or an equivalent official entity with 
appropriate jurisdiction) governs what 
specific catalytic converters can be sold 
in the market. If requirements 1 – 4 
above are satisfied, theft is not consid-
ered an issue.

ARA is also interested in promoting other 
efforts for expanding opportunities for the 
sale of EPA-compliant catalytic converters 
by its members. As the situation continues 
to develop, ARA will keep its membership 
informed.

Join an ARA Volunteer  
Committee in 2022! 

Are you looking for ways to further 
your interest in industry issues beyond 

the day-to-day operations? Do you want 
to become more involved in your Associa-
tion and stay up-to-date on all that ARA is 
working on? We are looking for YOU!  

Volunteering on one of ARA’s many 
committees is a great way to make your 
voice heard. Contact staff@a-r-a.org for 
more information.

•  Annual Convention Educational  
Programming Committee

•  Certification Committee
•  Government Affairs Committee
• Awareness Committee
•  Interchange Committee
•  Scholarship Foundation
•  Automotive Recycling Training  

Institute – Coming in 2022!
ARA Government Affairs Committee 

(GAC) chair Slater Shroyer, Shroyer’s Auto 
Parts, recently sat down with ARA to 
explain the importance of the Government 
Affairs Committee and why he is involved. 
Slater explained that, “there is only one way 
to have your voice heard when it comes to 
the laws regulating our industry, and that 

is to get a seat at the table. Volunteering 
on the Government Affairs Committee is 
the best way to get that seat and we are 
always looking for people willing to con-
tribute to those efforts. Member input is 
crucial as laws enacted at the federal, state 
or local level can have a direct and imme-
diate impact on your business. As my friend 
and predecessor Norman Wright is fond 
of saying, ‘If you’re not at the table, you’re 
probably going to end up on the menu.’”

If the GAC is of interest, this upcoming 
year ARA anticipates seeing many issues 
that will impact automotive recyclers at 
the federal level and in state legislatures. 
Some of these issues include COVID-19 
relief, right to repair, data access to motor 
vehicles, catalytic converter anti-theft ini-
tiatives, and OEM repair restrictions. 

ARA’s Certification Committee chair, 
Shannon Nordstrom, VP/GM Nordstrom’s 
Automotive Inc., says about volunteering 
in ARA in general, “When I first started 
going to ARA conventions and meeting 
people, I had a desire to learn more. I heard 
about committees and asked, ‘How do I get 
involved?’ and found out how easy it was. 
I found myself gaining so much knowledge 
and met folks that have ended up being 
mentors and friends for life as we helped 
improve our great industry! Now, it would 
be hard to give back, as much as I gained, 
and I am proud to say together we have 
had an impact on many things!” 

New ARA Virtual Facility 
Tour Series Launches

ARA University (arauniversity.org/ 

facility-tours/) now hosts 
the newest installment of Virtual 

Facility Tours featuring ARA Member 
Nordstrom’s Automotive in Garrettson, 
South Dakota. Hosted by ARA Past 
President Jonathan Morrow and VP of 
Nordstrom’s, Shannon Nordstrom, they 
walk you through the entire operation. 
Get a glimpse into how one of the 
industry’s most progressive automotive 
recycling facility operates and how 
ARA’s Certification Program has been 
integral to Nordstrom’s success.  

ARA’s Certified Automotive Recycler 
(CAR) program helps Nordstrom’s 
Automotive to be one of the premiere 
auto recycling facilities in the world. See 
how you can utilize this program to help 
your business operate safely, efficiently, 
and at the highest level possible. 

Episode 1: Bidding, Purchasing, 

Grading, Inventory – See how the 
Nordstrom’s team conducts bidding, 
purchasing, grading, and inventorying 
of the vehicles they process. 

Episode 2: Depolluting & 

Dismantling – See how the 
Nordstrom’s team depollutes and 
dismantles the vehicles that they 
process. They’ve designed an 
incredible system that ensures safety 
and efficiency. 

Episode 3: Production Hub – See 
how the Nordstrom’s team checks 
and ensures the quality of the parts 
throughout the process and how certain 
tools are used to ensure the customer 
consistently gets the best quality part. 

Episode 4: Shipping & Sales – See 
how the Nordstrom’s team streamlined 
the sales and shipping processes, how 
to save money on shipping, as well as 
techniques for sales and relationship 
building.   

ARA leadership and staff attended 
several industry meetings in the 

early fall, including the CIECA Connex 
Conference in Charlotte, North Car-
olina in September. ARA member Jeff 
Schroder, CEO of Car-Part.com, cur-
rently serves as Chair of CIECA and was 
a conference speaker. ARA affiliates in 
Arizona and New England also met for 
association events.

ARA Represents the Industry
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Trending
The Coming World of Estimate Automation; Making Sure Your Business is Prepared

By Ryan Mandell - Report from Mitchell International

In a world of increasing digitization and 
improving operational efficiencies, the 

auto insurance claims industry is pushing 
the boundaries of what can be accom-
plished using artificial intelligence (AI) and 
machine learning (ML). A slew of com-
panies, including legacy companies like 
Mitchell as well as recent startups like Trac-
table and Claims Genius, have developed 
technologies that allow a collision damage 
estimate to be written automatically by a 
computer based on photos provided by a 
consumer, collision shop, insurance carrier, 
tow operator, etc. 

The current primary use case is for rela-
tively low severity claims, ideally for dam-
ages amounting to under $3,000. While 
this may appear to be a relatively narrow 
avenue, estimates in this cost range account 
for almost 60% of national estimate 
volume1. The ability to rapidly improve the 
timeliness of estimate completion means 
that insurers are able to accurately set 
reserve amounts, settle claims, and ulti-
mately free up their employees to devote 
more time to the complex claims they 
routinely encounter. This may seem like 
technology of the future, but several large 
insurers such as The Hartford are already 
using such technology in production and 
seeing positive results inside their claims 
organizations. 

As a portion of auto physical damage 
estimating transitions to greater degrees 
of automation, it is critical for recyclers 
to be prepared. They need to adjust their 
business models appropriately to capture 
as much market share as possible in an 

environment that may see a decline in the 
utilization of traditional sales channels for 
parts ordering. The following are three 
practical ways to help prepare any recycling 
business to compete effectively in a world 
where computers, rather than humans, are 
writing a greater share of collision damage 
estimates.

1.  Devote Greater Resources  
to the Inventory Process

With automated estimating comes auto-
mated parts selection. This will be some-
thing that will be configurable for every 

insurance carrier based on price, grade of 
part, description, availability, and speed of 
delivery. In an automated world, accuracy 
is everything! 

Additional time and attention must be 
paid to ensuring every part on a vehicle 
is inventoried appropriately, accounting 
for accurate damage patterns and condi-
tions, and pricing the part in a competitive 
fashion that provides robust profitability. 
This may seem like a no-brainer even in 
today’s world, but it becomes increasingly 
important when people are removed from 
the purchasing decision equation and sales 
and quality control teams do not have the 
same opportunity to cover for any mis-
takes or omissions that may have been 
made during the inventory process. Many 
commission-based pay plans for inventory 
technicians focus solely on volume, but it 
may be time to consider adding potential 
pay incentives for quality and accuracy that 
come from increased stock number sales 
above a certain projection. It will be imper-

ative that recyclers continue to maintain a 
focus on getting as much inventory in stock 
as quickly as possible, but there must be 
renewed focus on achieving a higher degree 
of credibility for the condition of said parts 
in inventory.

2.  Ensure E-Commerce  
Compatibility

The increase in automation is coupled 
with a greater push by more collision repair 
organizations to engage in digital parts 
ordering. There are a variety of applica-
tions that allow for such transactions to 
take place and these have the potential to 
greatly improve the efficiency of a shop by 
reducing time spent searching for parts and 
contacting a range of vendors to determine 
the reality of parts availability and pricing. 
It is critical for a recycler to have integra-
tions with the major digital platforms uti-
lized today in order to remain competitive. 
When an original estimate is written by an 
AI platform, it is possible that the estimate 
can simply be passed through to a collision 
repair facility’s management system with 
parts automatically being ordered based 
on the AI’s decisions and parts selections 
before someone from the shop even glances 
at the file for the first time. While this work-
flow is not currently being utilized, it is a 
natural progression to achieve ever greater 
efficiency and resolution of auto physical 
damage claims.

3.  Strategic Geographic Salvage 
Acquisition

For recyclers with multiple locations, 
understanding the vicissitudes of each 
geographic market becomes vastly more 
important with the growth of estimate 
automation. As I mentioned earlier, speed 
of delivery is a criteria that is of paramount 
importance to insurance carriers today, 
especially for lower severity claims where 

The recycling industry has a strong history of adaptation 
over the years, and this coming wave of change is simply 
another in the line of challenges recyclers have had to 
overcome to modernize their businesses.  
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cycle time and cost of rental are so sensi-
tive. Understanding claims data and the 
differences in car parts from one region to 
the next means that recyclers can be more 
deliberate in where vehicles are purchased 
and which yards end up housing certain 
acquisitions. There may be cases where it 
makes sense to purchase a vehicle from 
one auction but rather than send it to the 
nearest yard, to actually transport it further 
away if the demand in that region warrants. 
This practice exists today and many multi-
site operators are able to move product 
quite efficiently through advanced logistics 
programs. However, if the difference in 
making a sale comes down to a single day 
difference in delivery time, a recycler may 

be able to position inventory more strategi-
cally through deep market intelligence.

The recycling industry has a strong his-
tory of adaptation over the years, and this 
coming wave of change is simply another 
in the line of challenges recyclers have had 
to overcome to be successful and mod-
ernize their businesses. Auto recyclers have 
become some of the most prolific sellers on 
online platforms such as e-Bay, something 
that 20 years ago would have felt like a 
serious stretch of the imagination. By being 
proactive in preparation for estimate auto-
mation, recyclers will not only be able to 
better position themselves for the future but 
also improve the efficiency of their opera-
tions today!  1   Based on Mitchell Data for 2019-21



18 // November-December 2021 Automotive Recycling

Charged
By Andy Latham

Opening Up and Getting Back to Training

After 18 months of lockdown and 
restrictions in the United Kingdom,  

it was amazing to finally be able to attend 
two events over the last few weeks, meeting 
friends and colleagues, discussing issues of 
the day and sharing a beer, or coffee, or a 
meal with each other.

The Low Carbon Vehicle show included 
two days of alternative fuel vehicles, new 
technology, and an opportunity to show off 
ideas and designs and drive electric vehicles 
around the Millbrook proving ground in 
the UK. 

Some of the new technology included 
electric boats, scooters and planes, hydro-
gen-powered cars, vans and buses, and 
much more that was dedicated to our zero 
emission future mobility options.

After being delayed by a year, the Com-
plete Auto Recycling (CARS) Expo took 
place at the end of September. Combined 
with the Metals Recycling Event, the great 
and the good of vehicle recycling came 
together, taking part in seminars and 
discussions looking at the future of the 
automotive industry, developing a market 
for second hand parts, and high-voltage 
batteries.

The live demonstration area outside 
the main auditorium displayed some of 
the most innovative material processing 
equipment on the market, and the skills 
lab demonstrated how to remove a high-
voltage battery from a hybrid vehicle.

Lots of food was consumed, drink was 
drunk and deals were made, new products 

The live demonstration 
displayed some of the 

most innovative material 
processing equipment  

on the market.
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demonstrated, and a great time was had 
by all.

The battery seminar focused on waste 
batteries, maximizing the value of end-of-
life batteries and second use of these com-
ponents; expert speakers told the assem-
bled visitors and guests that some batteries 
have value for second use in classic vehicle 
conversions, marine applications and static 
storage in wind farms or for solar panels. 

At the time of this writing we are waiting 
for a definitive list of battery modules that 
are in demand, but on a very basic level 
lithium-ion (Li-Ion) are in demand and 
nickel metal-hydride (NiMH) have very 
limited value, which is where the waste 
process takes over; battery packs are 
broken down into their individual modules 
and once tested, a decision is made to send 
the modules for second use or recycling.

Maximizing high-voltage battery value 
boils down to a few simple tasks as the 
vehicle arrives at the authorized treatment 
facility. This includes vehicle condition and 
mileage, the physical condition of the bat-
tery, and the results of a full vehicle scan 
using the OBD port. This scan will show 
each battery module and can be assessed 
and battery condition interpreted. A copy 
of this scan should be retained in the 
vehicle record. 

In the example shown, the battery 
module voltages can be seen, and on this 
specific vehicle, if the voltage between 
the highest and lowest battery module 
is greater than 0.2 volts then the lowest 
voltage module needs to be replaced. 

ARA’s Convention in Dallas proved a 
great opportunity to be together, break 
bread, learn from experts, and socialize. 
You’ll no doubt hear more details on that 
in a coming issue of this magazine.  

POWER PARTNERS

Wolfpack Enterprises
Core Supplier Torques 

and Transmissions

“Feed the Pack”

DIAMOND SPONSORS

GOLD SPONSORS

SILVER SPONSORS

BRONZE SPONSORS

ASSOCIATE SPONSORS

Sponsors

Special Thanks 
to Our Loyal 

Sponsors!
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H.O.W.
How to Review an Insurance Policy    

Helping Others Win • By Carlos Barboza

On September 3, 2015, I received a call 
from one of my sellers saying, “You’ve 

got to come now! There is a big fire in the 
operational area.” 

While I was driving to ECO Green Auto 
Parts I saw huge gray smoke ahead. The 
first reaction was that I didn’t want to 
accept there was a fire on my property. But 
then I stood up in front of my business that 
I worked so hard, with so much effort and 
passion for three years, and its fading in 
only three hours.

Watching the whole building burn down, 
the first step I took was calling my insur-
ance broker. She told me that nothing 
would be covered because I paid for a low-
cost policy. Still, after reading the policy 
again, I discovered there was a fire policy 
that would cover up to $100,000. Even 
with the great news I discovered, I lost more 
than $500,000 between the building and 
inventory. And the scrap metal prices were 
dropping as well.

After this tough situation and after 
rebuilding ECO Green Auto Parts, I wrote 
down what type of insurance to look for, 
and here are my suggestions to all auto 
recyclers:

1. Get an insurance provider that 
meets our auto recycler industry needs. 
It is true that most insurance companies 
offer basic products, such as building cov-
erage and/or general liability, but you must 
keep in mind other important assets, such 
as business activities, inventory, equipment 
and even a “pollutant scenario.” Good 
insurance can help protect your business, 
an investment you’ve worked hard for.

2. Review your business activities. It 
is important to evaluate your business and 
select which department generates the most 
cash flow (retail, scrap, export, dealer) and 
check if any disaster happens (fire, hurri-
cane, flood) that you will have the money 
you need to start from scratch, even if you 
add new products or services (like e-com-

merce). You should notify 
your insurer of any changes 
that affect your operations.

3. Evaluate the value of your business 
assets. Your mobile equipment and work 
tools are important too, so I do recommend 
to keep a record of all your equipment and 
tool purchases. Calculate the value of heavy 
and small equipment, lift, furniture, racks, 

computer systems and other equipment 
related to your business, and check if you 
have enough business insurance coverage.

4. Check your inventory. Think about 
it, your inventory is your treasure, right? 
So in case of fire you’ll probably loose not 
only your building(s), but also your most 
valuable inventory, such as engines, trans-
missions, accessories, and so forth. You 
must keep your inventory updated and get 
a backup inventory sheet or cloud because 
you will need to provide to your insurance 
carrier what you had before the fire. Other-
wise you may show a disparity between the 
value of your inventory and the amount of 
coverage you have. Always ask yourself, “Is 
that amount still enough to buy new cars in 
the event of a loss?”

5. Add any improvements. If you’ve 
remodeled your offices or purchased new 
equipment or furniture, you may need to 
revisit your property insurance coverage. Be 
aware of what is not communicated to your 
insurer, your policy won’t necessarily cover 
business-related equipment losses.

6. Yes, pollutant coverage is 
important. You might wonder why you 
need pollutant coverage. After the fire in 
2015, the FDEP was worried the property 
could be contaminated due the melting of 
tires, engines, oil, etc. Therefore, the FDEP 

requested several environmental samples 
and soil removal on some areas. Luckily, 
the lab results showed that the soil did not 
exceed any contamination that could affect 
the environment. It took me almost four 

years, as well as the cost to close the case 
with the FDEP, to run the business back to 
normal.

7. Extra precaution. Another important 
thing to consider is to have an umbrella 
policy that provides protection beyond 
existing limits and coverages of other poli-
cies. I do mention this because even though 
you could have all scenarios covered, you 
might find a new situation you will not 
expect.  

Even if you have the best insurance in the 
world, in the long run, your best strategy is 
pairing insurance coverage with the right 
risk management strategies. These may 
include ensuring a safe work environment 
for employees and training employees on 
business equipment. When workers know 
how to use business machinery or equip-
ment, it can decrease the chance of an 
injury. It can also help prevent a customer’s 
property from being damaged.

Remember, prevention is better than the 
cure. All the best to you!  

Watching the whole building burn down, the first step I took 
was calling my insurance broker. She told me that nothing 
would be covered because I paid for a low-cost policy. 

Carlos Barboza is the owner of Eco 

Green Auto Parts, Orlando FL. Their 

website is https://ecogautoparts.com 

and they can be found on Facebook 

@ecogreenautoparts.
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Opinion
By Ron Sturgeon

Has the Money Truck Hit You? LKQ and Other Consolidators are Out There

Getting to the point when it is time to back up and unload 
the money truck is arduous, but when you do, suddenly 
all the things you were arguing and negotiating for don’t 
seem to matter so much.

Over the last 20 years, I have consulted 
for and watched as my friends and 

myself sold out to the consolidators. I’ve 
also given presentations at ARA con-
ventions on what the consolidators are 
looking for and how to value your yard. 
At this year’s ARA convention in Dallas in 
November, I spoke on “Succession, Sales 
and Yard Valuation.” Here’s a summary of 
my presentation:

All of us are getting older and it’s hap-
pening at the same rate! Eventually, it will 
be time to hand your auto recycling opera-
tion to the kids, or sell it to them, or sell it 
to others. How do we value all this blood, 

sweat, and tears? The trickiest thing is the 
inventory value, but there are many other 
factors to consider, including tax conse-
quences. Also, if you don’t have kids or 
obvious buyers, how do you find a buyer, 
and what can you expect to get from the 
sale of your business? Finally, how do you 

prepare so that you maximize your return 
and minimize taxes? 

About That Money Truck
What is the money truck? In the invest-

ment world, it’s the moment when the 
bank wire comes. You’ve closed! Getting 
to the point when it is time to back up  
and unload the money truck is arduous, 
but when you do, suddenly all the things 
you were arguing and negotiating for  
don’t seem to matter so much. You didn’t 
get the $200,000 back that you just 
spent on the new loader, but you did get 
$350,000 for the equipment you bought 
20 years ago. 

Let’s keep it real. That new loader was 
only worth that to you and maybe to the 
operator. And now that you’ve closed, 
you smile and say to yourself, “most 
of the equipment was pretty worn and 
you couldn’t have hoped to sell it for the 
amount you fought for.” 

How do you make the decision to start 
down the sales path? Will you give the 
kids some of the money? If you have no 
kids, the decision is much easier. You’ve 
been busting your ass for 20 years or more, 
and frankly, you’re tired, but you still love 
what you do. Most yards haven’t been 
tremendously profitable in any given year, 
but over time, the yards have made a small 
fortune. If you were a consulting client of 
mine, I advised you to invest and not to put 
all your eggs in one basket. Hopefully, even 
if you were not, that’s what you did. 

Quotes from Sellers

LKQ was the best business decision of my life. Over two decades ago I was 
approached by both Ford and LKQ. I liked the business model that LKQ had developed 
with much more growth potential for my business and my investment.

I took a large portion of the deal in LKQ stock, which also had better tax 
consequences for the sale. There were two main reasons for doing a deal when I did. 
First was that I did not want my business to get left behind. Second was that I was 
getting burned out from working my ass off in my business for 25 years. They allowed 
me to do as much or as little as I wanted. Perfect fit for me. Five years later I called it 
quits. I was able to spend lots of quality time with my girls, watching them grow up. 
Their mom and I see them almost every day as adults now. Investment wise it turned 
out very good. As the stock increased in value, I sold off shares a little at a time. Still 
have a nice chunk of stock. Made several investments in land and commercial real 
estate. Also allowed me to invest in my passion and hobby, muscle cars and sports 
cars. We have spent the last 12 years in Florida during the winter months and back 
home during the summer. 

 — LKQ Seller, requested anonymity

 
I loved that the money truck hit me, but I am young and ambitious, so I stayed and 

still love working at FENIX more than I ever did. I have invested my money, certainly 
have more peace of mind, but I am now looking for the mother of all money trucks. I 
am blessed to have a great family, and with the sale, I feel my future is more secure 
and I know I can spend more time with them. 

 — P. Delaney
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Of course, the single biggest part of 
selling the business is determining what 
the sale price should be. Sellers always say 
“Oh, that’s not enough,” and yet, if a for-
tune teller had told you last year that you 
were going to come into millions, maybe 
tens of millions, you would have scoffed, 
right? But it’s real. This could happen. 
Perhaps you are saying to yourself, “Why 
should I sell now? I’m doing well, and the 
money is good. Many yard owners are 
making (and paying taxes on) incomes 
from $500k to millions. They are doing 
quite well, thank you. A potential buyer 
comes along and says the place is worth 
about four-or five-times earnings. You 
think they’re crazy! You can just work four 
or five more years and have that. Well, just 
pause. Take a deep breath. Let’s talk about 
the MONEY TRUCK. 

On the morning you wake up, maybe 
in your 50s, and you check your bank 

balance: $6 million. You just stare. How 
can this be true? Screw the new loader, 
momma and me are going on a cruise. 
YOU WON’T BELIEVE HOW YOU 
FEEL, AND YOU WILL HAVE A NEW 
FOCUS! 

I sold to Ford in 1999 for $14.1 million 
and paid off all those hungry lenders. I 
was 48. Many would have gone home, but 
I had a lot of energy and was very com-
petitive. Now I wanted to make money, 
not run a salvage yard. With $10 million, 
after paying off lenders and losing $1 mil-
lion in the stock market (never again will 
I do that!), at a 75% loan-to-value, you 
can control $40 million of real estate. I 
am stupid. I laid it on the line, borrowing 
against it to start down the new road. 

Oh, and I’ll be cashing those $12,500 
rent checks for the land. It wasn’t in the 
sale price and they didn’t want to own it. 

Now I am a landlord. Not buying and 

selling, just renting. In ten or 15 years, it 
will double in value. Do the math. Now, 
let’s keep it real, right? When were you 
going to ever have $40 million or $80 
million? Huh? That can’t be right, can it? 
How many more years will you need to 
work at the yard to make that? How much 
will the yard be worth in 10 to 15 years? 
Is that what you want to do for 15 more 
years? Or, er, er, just five. 

On this morning, with $6 million in the 
bank, you will go in and start inventorying 
cars and helping the buyer. It’s going to be 
the same, right? Nope. Never again. You’re 
bright, and with lots of life left in you. If 
you’re a fool for work like I am, go open 
or invest in a few businesses. Mentor. Take 
momma on a cruise. (The food is quite 
good). Tell him, momma, you are ready to 
pack! Tear this article out and show it to 
him. When you were building your yard, 
he wouldn’t even take one whole weekend 
off. 

How did it go? Today, I have more than 
1,500 tenants paying rent, including nine 
salvage yards. I’m 68 years young. And 
maybe, just a little slowing down, with the 
best girl in town. Headed on an around the 
world cruise, our 275th trip. We’re keeping 
it real, right? It wasn’t going to happen 
running the yard. And by the way, now you 
have a new problem. Are you really going 
to leave the kids all that money?

The money truck has hit you or it may 
soon if that’s the right decision for you. 

Your head is clear, and you are off on to 
your next adventure! This one will be dif-
ferent; you won’t worry about how to  
pay the auction next week ever again.  
(See quotes from sellers in the box).  
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Certified
By Sue Schauls & ARA Certification Committee

Leave the Storage Wars for Reality TV
Spill Prevention Control and Countermeasure

The Certified Auto Recyclers program 
has so much compliance assistance 

to offer! The CAR standards, laid out in 
a straightforward manner, are based on 
meeting regulatory responsibility.  The 
CAR standards are easy to understand and 
easy to track with the new online system.

Storage issues can be made simple by 
following the CAR Standards.

Spill Prevention Control and 
Countermeasures (SPCC) 

If an auto recycling site has more than 
1,320 gallons of on-site storage capacity 
for petroleum products a Spill Prevention 
Control and Countermeasure (SPCC) 
plan must be written and implemented 
including regularly logged inspections. 
(Document Verification Required for CAR 
certification.) 

Storage capacity means the size of all 
tanks, drum and totes that are full, partially 
full and empty that are available to house 
petroleum products such as used oil, gas-
oline, diesel, new oil, transmission fluid, 
brake fluid, power steering fluid (all in new 
or used condition) and petroleum-based 
parts cleaning solvent, not the volume of 
fluid on hand. But only 55-gallon containers 
and larger are counted in the total capacity. 
If the facility has less than 1,320 gallons of 
storage, then no SPCC is required.

Changes to the SPCC rules allow facili-
ties with less than 10,000 gallons of on-site 
storage capacity to self-prepare a written spill 
prevention plan. The new rules are less strin-
gent but have also created a sense of urgency. 
SPCC is codified under 40 CFR 112.

A Tank Inventory is an excellent way to 
get a good measure of the storage capacity 
at the auto recycling facility. All storage 
vessels 55-gallon and larger should be 
labeled and counted in the tank inventory. 

Facilities with greater than 
10,000 gallons of oil storage 
capacity SPCC Plans must be 
reviewed and certified by a licensed 
professional engineer.

OSHA has Labeling  
Requirements under the 
Globally Harmonized 
System  

The Hazard Communication 
Standard or HCS has labeling 
requirements that display the GHS 
identification of chemicals, signal 
words, pictograms and precau-
tionary statements. The type of label 
required in the workplace is called a 
secondary label (not for transport). 

These requirements reflect 
OSHA’s belief that training is an 
essential part of every employer’s 
safety and health program for pro-
tecting workers from injuries and 
illnesses. Many researchers con-

Storage Tank Inventory   Place an X beside all that apply.

Product Tank Capacity Secondary  (circle) then list location
  Containment

____ Used Oil ____ gallons Yes or No Inside/Outside_________________

____ Used Oil ____ gallons Yes or No Inside/Outside_________________

____ Gasoline ____ gallons Yes or No Inside/Outside_________________

____ Diesel ____ gallons Yes or No Inside/Outside_________________

____ New Oil ____ gallons Yes or No Inside/Outside_________________

____ Solvent ____ gallons Yes or No Inside/Outside_________________

TOTAL CAPACITY  __________gallons   List containers 55-gallon  
   and larger only.
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OSHA concluded that 
effective management  

of worker safety and  
health protection is a 

decisive factor in reducing 
the extent and the severity 

of work-related injuries 
and illnesses. 

clude that those who are new on the job 
have a higher rate of accidents and injuries 
than more experienced workers.

OSHA concluded that effective man-
agement of worker safety and health pro-
tection is a decisive factor in reducing the 
extent and the severity of work-related 
injuries and illnesses. Effective manage-
ment addresses all work-related hazards, 
whether or not they are regulated by gov-
ernment standards.  

A copy of the plan must be maintained at 
the facility or property where oil is stored. 
The plan must be reviewed and recertified 
every five years either by a professional 
engineer or self-certification.

The SPCC Plan Must Include:
• Written descriptions of any spill events 

in the preceding twelve months, including 
corrective action and plans to prevent 
recurrence.

• Physical layout of facility, including a 
diagram marking location(s) and contents 
of each oil storage container and any com-
pletely buried tanks, transfer stations and 
connecting pipes.

• Predictions of the direction, rate of 
flow, and total quantity of oil that could be 
discharged.

• A complete discussion of the spill con-
tainment and/or diversionary structures 
used at the facility, such as dikes, berms, or 
retaining walls, curbing, culverts, gutters, 
or other drainage systems or spill diver-
sion/retention ponds. Include information 
on double-wall tanks and list all sorbent 
materials to contain spills.

• A discussion of how the facility man-
ages containment area drainage, including 
storm water in dikes, dike drainage prac-
tices such as inspection procedure and 
manual discharge and management of 
un-diked areas diverted to a retention area.

• Describe bulk product storage prac-
tices, including verification that tank mate-
rial and construction are compatible with 
material stored. 

• Describe secondary containment 
means such double-wall tanks and/or dikes 

with capacity equal to the largest tank plus 
10%. 

• Procedure to ensure that drainage of 
containment area does not release oil and 
the record-keeping system to document 
compliance (i.e., diked area drain valve 
locked closed; area inspected for product 
before the valve is opened; valve opened 
to drain precipitation; valve locked closed; 
valve operator signs inspection/drainage 
record for that event)

• Facility transfer practices, including 
means to inspect and maintain abo-
veground valves and piping and proce-
dures to warn vehicles to avoid damaging 
aboveground piping and storage, where 
appropriate.

• Tank truck loading and unloading 
practices, including documentation that 
loading and unloading procedures meet 
Department of Transportation (DOT) 
requirements. Loading/unloading area con-
tainment capacity and means to prevent 
vehicle departure before transfer lines are 
disconnected.

• Inspection and documentation means 
to assure the plan is being implemented.  
Records must be kept for at least three 
years.

• Site security, including restriction of 
access to oil handling and storage areas. 
Means to secure tank valves, pumps, and 
loading and unloading connections when 
in standby status.

• SPCC training conducted, covering the 
operation and maintenance of equipment, 
applicable environmental regulations and 
requirements overview, designation of an 
SPCC Plan coordinator, training schedule 
and personnel training records.

• A “Certification of the Applicability of 
Substantial Harm Criteria” form should 
also be completed. If all five questions on 
the form are answered “no,” then the form 
need only be included and maintained 
as part of the SPCC. If any question is 
answered “yes”, a facility-specific response 
plan must be submitted to the EPA.   

Reporting if Spill Occurs. In addition 
to emergency notification, facilities must 
provide a written report to Environmental 
Protection Agency (EPA) and their state 
agency within 60 days if more than 1,000 
gallons of oil are discharged or a discharge 
of more than 42 gallons in each of two spill 
events within a 12-month period. 

The secret to successfully meeting 
compliance obstacle is to keep working 
through the process. The CAR program is 
designed to make that process easier. The 
value is in the journey, getting to the desti-
nation is the reward. 

Being CAR Certified
The professional automotive recycling 

industry places significant emphasis on the 
importance of certification, and for over 20 
years the CAR Program has provided pro-
fessional automotive recyclers with a set 
of standards for general business practices,  
environmental and safety issues. 

The program is one of the cornerstones 
of ARA and industry partners recognize 
CAR certified automotive recyclers as 
market leaders.

The CAR Program is backed by knowl-
edgeable staff and an ARA Certification 
Committee made up of dedicated auto 
recyclers to provide the most practical 
compliance assistance in the industry. 

The CAR Program uses Compliance 
Checkpoint to guide participants  
through the path to compliance in an 
easy-to-use method. The CAR Program  
is a tool to be used to track and guide 
compliance and quality for professional 
auto recyclers. 

Order a new CAR Certification record  
at arauniversity.org/product/certification- 
record-car-gs/ and get started today.  

Certified
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Recycler
By Marty Hollingshead

The Expert Consultant’s View: Theory vs. Reality

F irst of all, let me say this: How you 
compensate your employees, whether 

it is salary, hourly, commission, or a combi-
nation thereof – that in itself is not going to 
make your company run well. 

The unique thing about this industry is 
that we have many ways to do the same 
thing differently. There is no right or wrong 
way; it is about what works for you. Just 
remember, as in making any type of deci-
sions, everything has a cost and a benefit 
and can also have consequences. Good 
leaders know and realize this. 

I do believe that it is a good idea to  
sometimes have an outsider’s perspective 
(fresh set of eyes) to look at what you do 
and how you do it, and 
to advise you accordingly. 
The ARA Peer-to-Peer 
Mentoring Program is 
a great resource for our 
members that are in need 
of help or advice. This 
program is just another 
benefit of being a member 
of ARA. 

In the Mentoring Program, we have 
taken the approach of a patient going to the 
doctor. Obviously, they are in need of advice 
or help, and for us to do right by them, 
we must first know their condition. Like a 
doctor, we do an evaluation and we make 
recommendations based on the condition of 
the recycler. We create a plan of action based 
on what they need and what we feel their 
ability is to carry it out.

Cost of Goods and Margins
First, let me start with cost of goods and 

gross margins. I am an old-timer and have 
been in the business since 1973. I can say 
that in my time, I have never seen cost of 
goods at 10% and gross margins of 90%, 
at least not in selling recycled auto parts. 
Obviously today, gross profit ratio is some-
where in the 40% range for most of us. 

So, let’s take a look at pay for perfor-
mance, and instead of pro and con like 
I previously wrote, we will now call it 
“theory” and “reality.” 

In theory, after all, if business is down, 
payroll will be lower. In theory, this sounds 
great, right? Now, let’s look at the true cost 
of this. 

Theory: You are paying people for what 
they do. 

Reality: Now they only do what they get 
paid for. They are getting paid for quantity, 
not quality. Because product quality suffers, 
there is now inconsistency in product. This 
equals unhappy customers, lost sales, and 
lost profit. 

Theory: When business is down, payroll 
is less. From the owner’s seat, this looks like 
a good idea. After all, the biggest business 
expense is labor. 

Reality: For the employee, this creates 
insecurity and uncertainty. We all have bills 
to pay, and just as the owners need enough 
revenue to meet expenses, so do their 
employees. Also, in spite of their efforts, 
business may be down due to factors that 
are beyond the employee’s control. 

Salespeople
Theory: Sales revenue and profit will 

increase. 
Reality: For the salesperson, a sale is a 

sale, whether it is good or bad, profitable  
or not. Decisions will be made based not  
on what is best for the company, but what 
is best for the salesperson at that time.  

Here is a question I have for all owners:  
If you have a deal in front of you that has  
a 50-50 chance of going bad, are you going 
to make that deal? I would like to think 
not, but for your commission-based sales-
person, if they don’t make the deal, they 
don’t get paid, but if they do, there is a 
50-50 chance they will get paid. 

A business that is based on pay for per-
formance will typically have a much higher 
return rate than a business that is paying 
a regular wage with team-driven goals or 
bonuses. Again, more mistakes are made 
and customer service suffers in a commis-
sion-based environment. 

Dismantlers
Theory: By paying piecework, produc-

tion will increase. 
Reality: Quality will suffer because after 

all, they are getting paid for quantity. Con-
sistency and your product quality will now 
suffer. Mistakes will be made that you usu-
ally don’t find until the point of sale. This 
equals lost sales, not to mention unhappy 
customers. 

Delivery Drivers
Theory: Pay them by the stop. When you 

pay them by the stop, you get more stops. 
The same rules apply today as they did 
back in the mid-90’s. 

Reality: Because they are getting paid for 
quantity, not quality, this will have a bad 
effect on the customer experience. Bear in 
mind that for most of us, the only direct 
contact that a person may have with our 
company is our delivery vehicle, our driver, 
and our parts on it. The driver is going to be 
in a hurry to get out of there, in addition to 
the excessive wear and tear on your vehicle, 
as well as the increased exposure that being 
in a hurry while driving will create. 

If you look at the technology that we 
have today in 2021, you can know where 
your vehicle is, how long they are at a stop, 

In the Mentoring Program, we have  
taken the approach of a patient going 

to the doctor. We create a plan of action 
based on what they need and what we 

feel their ability is to carry it out.
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as well as monitor the telemetry of the 
vehicle, i.e., speeding, hard-braking, and 
acceleration, to be able to identify and cor-
rect bad driver behavior. 

Is This the Best Model for Our Industry?
It has been well-documented that in 

most sectors, commission-based pay is 
a bad model. It promotes and rewards 
self-achievement. It can destroy teamwork 
and create tension, uncertainty, and hos-
tility among fellow employees competing 
for that same dollar. 

Is a commission-based salesperson 
going to become an endangered species in 
automotive recycling? Commission-based 
salespeople will have less of a role and will 
become less relevant. With e-commerce and 
the internet, going forward there will be less 
opportunity for the commission-based sales-
person. Will owners try to work with and 
repurpose these people and make them cus-
tomer service consultants? The smart busi-
nesses will use this technology combined 
with a knowledgeable human to advise, 
qualify, and ensure a great customer experi-
ence. Or, will they now try to replace them 
with cheaper, off-shore, remote salespeople? 

A DEAL IS A DEAL!
If you agree to pay a person a percentage 

based on what they do, once you make this 
rule, you should not change it. A deal is a 
deal. Good or bad, you must honor it and 
stand behind it. If you have an employee and 
you are paying them $20/hour, do you go 
to that employee later and tell him that you 
want to pay him less? I would like to think 
not, but if you did, that employee probably 
would not stay anyhow, or would leave at 
the very first opportunity that he has. While 
there are various ways for compensating 
your employees, whether it is hourly or 
commission, whatever you choose, once you 
put something on the table, you cannot and 
should not take it away. 

It puzzles me as to how companies can 
expect employees to be loyal and look out 
for the company if they create this cul-

ture of “every man for himself” and put 
employees in an unsecure position. Why 
should people be loyal and dedicated to a 
company when a company is not loyal and 
dedicated to them? Remember, employees 
are a company’s most important asset. 

I agree that we all need a motivated, 
hard-working crew and I believe that there 
are better ways to do this. 

Recognize and reward your people for 
doing a good job. Instead of commission, 
maybe try positive reinforcement, paying 
an ample salary with a monthly or quar-
terly bonus for hitting certain benchmarks 
or goals as a company (not individually), 
in order to promote a sense of teamwork. 
Little things, like telling your employees 
they are doing a good job, or something 
as simple as the boss paying for pizza or 
buying lunch for the crew are also good 
ways to increase company morale. 

You have to look at what you expect out 
of your people and what you are willing to 
do for them. There is no easy button, and 
sad to say that the whole pay for perfor-
mance idea for this industry was presented 
as an easy way to manage your people. It 
is not. In fact, it takes more oversight by 
management to monitor what employees 
are doing. 

You can say what you want and do what 
you want, but when all is said and done, 
how your people perform has more to do 
with leadership, good supervision, direc-
tion, and giving them the training, tools, 
and resources to be successful. 

If an auto recycler can’t make it in this 
industry, it is usually because they have not 
been willing to put in the time, work, or 
money to change and adapt, not because 
of how they pay their people. They have 
simply gotten left behind because they think 
they’re still living in the past. 

Lastly, on Leadership
As I have said before, a company’s 

employees are a direct reflection of its 
leadership. Strong, hardworking and ded-
icated leaders will attract and retain the 

best people and get the best out of them. 
Poor leadership will only attract poor and 
under-performing people. Continuity and 
consistency are crucial to the success of any 
business. The best companies have the best 
people because they have the best leaders. 

No one should make the statement that 
doing one thing is going to make you a 
success, unless of course, that one thing is 
being a strong, hard-working leader, which 
is what I have been saying all along. 

The one thing that I will say in closing 
out this article, is that over the past five 
years of me writing, it is nice to see some of 
my ideas being repeated by others. It’s nice 
that they are now talking about the impor-
tance of being leaders, which they never did 
before, but it was a different world back in 
1985, right? 

There is no secret sauce to any of this.  
It all boils down to simple stuff. 

1. There is no easy button. 
2.  It’s not about how good you are,  

it’s about how hard you try. 
3.  Lead by example. Don’t ask anyone 

to do something that you are either 
unwilling or unable to do yourself. 

4.  Lastly, remember the Golden Rule.  
In everything you do, ask yourself how 
would you feel if you were on the other 
end of this decision? 

How you want to run your business is up 
to you. What obviously works for one does 
not work for all. The important thing here 
is to keep your business healthy and viable, 
now and in the future.  

I hope that my thoughts and words have 
helped others to be better. In everything I 
say and do, I have the best interests and 
concerns of the independent auto recycler 
in mind. 

Support your state and local associations! 
Support ARA!  
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Sales Growth

Investing, empowering, and 
challenging employees to 
improve can result in engaged 
sales personnel and better sales 
performance.  By Chad Counts

Sales in automotive recycling is one of 
the more challenging sectors of the 
industry. In many cases, the larger 
the team, the easier it is to have 
some sort of maintaining of success. 
Whereas the smaller your team, the 
more ebbs and flows you are likely to 
face in terms of having really good, 

strong months or not.
The main reason why I say this is one of the most chal-

lenging arenas in sales is that there are very few days – even 
if I had a great day yesterday – where the amount of work, 

calls and opportuni-
ties coming at me the 
next day never stop. 
And even if I’ve set 
a record month, we 
sit there and immedi-
ately set our goals for 
the next month to a 

higher level. There is a sense that there is no resting place in 
our success or our performance. There is always this con-
stant drive for more and to do better. 

That said, every company is different. And every com-
pany addresses and either scaffolds or builds up this cul-
ture to a benefit or perhaps it is something they are not as 

aware of. This is highly foundational and critical to main-
taining not just intermittent sales growth but engaging 
sales growth as a way of culture, as a way of success 
within your operations.

Importance of Goal-Setting
In order to create an engaging culture and one that is 

sustaining, one that lasts and can be built upon, there has 
to be foundational elements of being able to win. While 
this may cater to adrenaline junkies and those that love 
a fast-paced role and can enjoy that rigor, even the most 
successful people need to be able to hang records on the 
wall or benchmarks that they hit.

Even in the midst of getting those 120+ calls answered 
a day, they want to have a marker. They want to have a 
measure that this was a successful day. And while they 
don’t like failing, they need that measure. About 80 to 
90 percent of the companies in this industry do establish 
sales goals to some extent – whether that is on a company 
basis, in-stock only or a net sales goal only. However, I 
find more often than not there is a disconnect between 
those setting the goals and those that are tasked with 
achieving those goals. 

There are two types of culture you can have within the 
sales realm: an engaging culture versus one that is more 
of a demanding culture, which may be engaging to some 

Caryn Smith
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extent. But the demanding culture sets forth those goals 
without much engagement, buy in or influence from the 
people that are in charge of accomplishing those goals. 
And while that can still be successful in the short run, you 
may experience burn out, turnover and disconnect from 
certain salespeople because there is a sense of something 
that is happening to you as opposed to something hap-
pening with you. The best companies have developed a 
sense of achievement and accomplishment along with 
their employees rather than at their employees. It is a 
subtle difference but it is a difference that determines 
whether or not this is likely to be a culture that stands 
and flourishes over the long run or one that is going to 
experience fits and starts, as we are busy replacing and 
rebuilding more often than not. 

For the elements of establishing and sustaining a win-
ning culture, there needs to be a win or a loss. There 
needs to be some ability or award to go along with it. I 
think this is a critical element as well in order to bring 
life, newness and renewal into companies to make sure 
we are not burning out. There should be striving toward 
a competition or game or contest, whether that is on an 
individual or team basis, or if it changes each month, it is 
very critical. 

If we find ourselves as owners and managers setting 
benchmarks and we find employees chasing those because 
it is what they ought to do or should do, I’m not saying 
that’s wrong, but if you are after results, I think that is 
short-sighted. We all seek some sort of benefit and the like-
lihood that people are going to make that extra effort and 
strive for the extra result is much higher if they feel that 
improvement is honored, warranted, or rewarded. 

So what is your current prime objective or goal? This is 

where a lot of companies make a mistake. Many compa-
nies have too many goals, especially on the sales counter, 
which is highly measured and highly tracked. Each month 
or time period you should have one major goal and com-
ponent that you are pushing toward. The more goals that 
we add or the more prime objectives that we set forth for 
employees, the less important each one becomes. If we are 
a company that has eight to 10 primary goals, then we 
have no primary goals. It is very rare that most employees 
are capable of pursuing improvement or progress across 
two areas let alone more than three. At most you should 
cap your priorities, directives and goals at two elements, 
such as net sales or warranty percentages.

As sales managers and owners, we set our monthly 
goal as a company, which is critical. I don’t want to set 
individual goals without considering whether that makes 
a successful month for the company. The reason we have 
some singular goals is that they should add up and reach 
the overall company goal and where we need to be as a 
company. 

We see this all the time with sports teams. You have a 
star athlete who puts up amazing stats but for a team that 
never wins. We definitely want to avoid that at all costs. 
We want to establish that every team member matters 
and we want each person to hit goals. I like to set collec-
tive individual goals at a level that if everyone hit those 
goals, we would absolutely smash company goals. Then if 
the top performers over achieve and hit those goals, that 
would cover any shortcomings from other team mem-
bers. These goals should be set to each person’s back-
ground, experience, customer base and they should be 
meaningful on both an individual, as well as a collective 
company level. 

While this may cater to adrenaline junkies 
and those that love a fast-paced role and can 

enjoy that rigor, even the most successful 
people need to be able to hang records on the 

wall or benchmarks that they hit.
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I think those that produce the most profit should earn 
the highest paycheck. There should also be some rec-
ognition that they are not alone and their success and 
results don’t happen in isolation. Sometimes a salesperson 
continues to achieve all their goals and they work in a 
manner that is detrimental to the team or company goals. 
They may be wonderful for themselves but make it very 
difficult for the rest of the team to achieve. This can be 
problematic because there is not long-term success that is 
going to be able to be established as we aren’t pulling in 
the same direction. 

All of these elements are important and need to be 
addressed across each sales counter throughout the year. 
This is not a stagnant thing where we have arrived and 
all of a sudden we have hit that result and we are always 
a winning culture. This has to be maintained and moni-
tored. It definitely becomes more resilient the more con-
sistent this element is to our workforce. 

We’ve seen this play out, especially having an engaging 
a winning culture, on grander scales than our industry. 
The most notable that many of us know about is the 
dynamic of what happened to NASA when President 
Kennedy came into office and gave it a very specific and 
measurable goal. Prior to Kennedy coming on board as 
president, NASA was floundering and not moving at a 
rate that was keeping up with Soviet competition. Given 
all the brilliant and motivated people, something that 
even seemed incredibly difficult, unsafe and unknowable, 
by tying them together we got much closer and achieved 
the goal that many thought impossible. 

Even in your company you have certain expectations 
and goals about what you want to achieve. Having 
generic goals like 10 percent growth is great, but what 
does that mean specifically for each salesperson or the 
sales counter? Is it acceptable for the majority of that 
growth to be stock or does a certain amount of it need 
to be brokered? Many of the auctions have become very 
competitive and it is difficult to maintain the inventory 
that needs to be purchased. What are you doing about 
that? What dynamics have been shifted and how have 
you redefined goals in a manner that reflects the growth, 
success and development of a team? 

A lot of companies do a good job of communicating 
expectations between managers but when we interview 
employees on a frontline level, they are unable to give us 
those same goals or they are unable to repeat those same 
expectations. This is an important thing to consider as 
well as we set these goals. It is our duty as owners and 
managers that we take the time to make sure these things 
are explained and understood by our employees. How 
can we expect them to produce the results that we are 
expecting if they aren’t aware of what the expected results 
are? Make sure you take the necessary time to set people 
up for success and for them to be challenged. 

Goals also have to have an endpoint of when we expect 
this to happen. We are creatures that need to have a dead-
line. Having a timeframe adds pressure and for many 
people that’s a benefit. Some of your best performers 
will perform at a higher level when there’s that tension 
or push. When things are relatively easy to achieve you 
will lose engagement from them if we don’t maintain that 
sense of pressure or drive when there’s something new or 
challenging for them to pursue. 

Engaging, Alienating or Adrift
Each of your counters, whether you have goals or not 

are going to fit into one of three categories. You are going 
to see an engaged staff, an alienated staff or you are going 
to see a staff that’s adrift. 

Again, most companies have goals but you can look at 
your own environment or your counter to see how your 
team is responding. This will change even if you have a 
very engaged staff that is doing well with their goals. We 
have been seeing most companies experiencing at least 
15% percent growth. To sit there and to keep raising that 
bar again and again for salespeople, there could a strong 
sense to them of are you ever going to be satisfied? Is this 
ever going to be enough? This perception could lead to 
more of our team feeling alienated and feeling burnt out. 

This is where our leadership comes into play. If I see 
one person that is a rock, I can keep raising their goal as 
they step up and deliver. Others may feel burnt out and 
wonder when it is ever going to be enough. It is my job as 
a leader to have that conversation and engage where they 
are at and help them remove that barrier from themselves 
and then they can claim that goal as their own. If I’m in 
the business of setting goals that seem like they are nega-
tive or out of sight for that person, that is going to impact 
the likelihood that those goals are going to be reached. 

On the other side, aside from burnout and being frus-
trated, you have salespeople or companies that are adrift. 
I’m putting goals out there and it’s not that they are 
too difficult, they just don’t care. They see their job as 
answering phones. This is an instance of the disconnected, 
frustrated and alienated employees. 

Think of it this way: Are the goals you are setting 
building up or getting people excited? Are they driven to 
achieve? Or is it making them feel frustrated? Or do they 

Each of your counters, whether  
you have goals or not are going  
fit into one of three categories.  
You are going to see an engaged 
staff, an alienated staff or you are 
going to see a staff that’s adrift. 
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not even care and are they disconnected and adrift? That 
is the great thing about having goals as it becomes very 
apparent which category a team or an individual is in. 
You need to be able to connect and make a significance in 
the life of your team. 

Our most dynamic resource that we have in our com-
panies is our people. Inventory is going to dictate itself. 
However the productivity of the single person can swing 
between when they are really engaged and motivated and 
when they are burnt out. That’s one of the main reasons 
we have these goals – if someone is starting to get frus-
trated, I want to see the early warning signs and catch it 
before to goes from bad to worse. If you have the right 
goals and speak with your personnel, you can always 
catch these things and bring your people back. 

The other side of this is we want to keep teaching our 
sales team and to keep coming up with daily measures, 
especially on the sales counter. Every day is different. I 
don’t want to lose one day so not only do I need end-
of-day numbers, but more often I need intra-day num-
bers. I want to make sure if the morning is off to slow 
start or there are problems, what alerts me to that and 
what are the moves that will get the most out of that 
day. There is a lot of success that can be gained by com-
panies by filling in the valleys, instead of just sitting on 
our hands and not shifting gears. Why should we let the 
whole day go? Most of you know the tenure or the pace 
of the day by 10 a.m., if not earlier. You have a sense of 
what is coming or happening. There needs to be a com-
pelling scoreboard, something that ties in not just out-
comes but leads and something that will clue me into 
what our potential is. The daily numbers scorecard can 
be based on the number of searches, calls or invoices per 
hour. You can also look at the daily outcome in the areas 
of sales, warranty and close rate. 

Involve Sales with the Numbers
We all want the best outcome, however we are typically 

able to achieve that by focusing on what is most likely to 
deliver the best results. This can be an area where we are 
engaging your sales employees. There needs to be a great 
enough sense of awareness about where these numbers 

come from, how they are tracked and the reports, which 
are often different with each inventory system. We want 
salespeople to know how these numbers are derived and 
how they are impacted. If we are going to expect them to 
change these numbers and show improvement and prog-
ress on these numbers, shouldn’t we equip them with the 
knowledge in training, in techniques for how to improve 
these numbers? 

This can be on a technical front in terms of their phone 
skills or it can be on a software side or inventory side 
where we will clue them in on how close rates are tracked. 
Many times these are overlooked and lead to burnout 
because we don’t take the time to make these numbers 
significant to them and explain how they benefit them. In 
many cases, these numbers may not benefit them in the 
day-to-day or involve processes that help them necessarily 
move through their calls faster. But in the long run these 
numbers benefit them because they provide better feed-
back or help them stay organized. 

We often think if we simply do the top line goal then 
that’s enough and if they don’t maintain engagement that’s 
on them. But good employees are hard to come by and so 
the more employees that we are able to improve, engage 
and change, then the more we are able to improve and 
grow as a company. We want to put ourselves in a position 
where we can achieve great success and great results.

Train on Expectations and Equip
To a lot of employees, training happens to them and is 

not something that happens for them. As part of our pro-
cess we always start with getting to know who a person is 
and why this training would be beneficial to them. If they 
don’t believe the training is beneficial to them, the likeli-
hood that they are going to take my input drops tremen-
dously. If they struggle, they don’t grow, and that hurts 
me. We are in a mutually beneficial relationship that if I 
can help them improve, it benefits me, it benefits them and 
benefits the company. 

More often than not, they assume the training might 
benefit the company but they question whether it is going 
to benefit them. I’m not saying say that’s all employees 
but it is a good many that we overlook. Even as we talk 
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about what we are going to train and equip on, the level 
of engagement and making it meaningful to them as an 
employee is critical. You have to gauge that yourself as 
you know your people. What is going to engage them? If 
we are going to ask for a lot from our teams then we need 
to make sure we offer them support to achieve our goals. 

 
Create a Cadence of Accountability

It’s important to create systems and a culture of win-
ning. The goals becomes part of the DNA of the team. It 
gives us the opportunity to showcase our best. When we 
talk about one of the challenges of sales – that it often 
feels mundane, is repetitive and lacks ultimate novelty, 
we have to keep the energy levels high. I do not want low 
energy people at the sales counter. I want a high level of 
engagement, accountability and motivation. Not only are 
the numbers updated daily, but it offers the opportunity 
that if I see something going wrong, I can say, “Hey this 
is someone I need to help out. Or this person needs to be 
spotlighted or needs recognition for their level of perfor-
mance.” This can help drive motivation as well. 

Once this is in place, and I have solid engagement, this 
cadence of accountability and recognition on a daily basis 
just becomes part of the heartbeat of what we do. 

Winning with Engagement
Have you ever played a game just for fun and then 

played with money or prize on the line? Your mind is a 
little sharper and you try a little harder. It is those subtle 
differences that can be the change in 10, 20 or 30 percent 
productivity for some people. 

If the things discussed above are not a part of your 
company or culture, why are you continuing to do the 
same things day in and day out? Why aren’t you making 
the change if you aren’t satisfied with the results? Maybe 
you need to take a look at what are you doing to create 
a winning and engaging sales score. We need to invest, 
empower, equip and challenge our employees to con-
tinue to perform and improve their performance. When 
you keep score, you pay attention to the game, you are 
invested in the outcome, you are looking for ways to win 
and you encourage and challenge your teammates.  

Counts Business Consulting, experts on demand, 

offering consulting services to the automotive 

recycling & tow industries. Online all the time with 

the experience needed to increase your company’s 

performance. Contact Chad Counts at (512) 963-

4626 or crcounts@countsbusinessconsulting.com.
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Understanding the basics of your balance sheet  
and your banking relationships can go a long way  

in helping your bottom line.  
By Russell Sewell

Five years ago, if someone had told 
me I would be working for Arizona 
Auto & Truck Parts, I would have 
said they were “crazy”. I now have 
four-and-a-half years under my belt 
and I’m enjoying it immensely. What’s 
most interesting to me and something 
I’ve enjoyed the most is my associa-
tions with this industry. I’ve met great 

people and great operators who manage their business 
at a very high level. And I hope to provide some sort of 
assistance and give back a little bit to the industry. 

Our family motto is “not for ourselves are we born,” 
and what that means is there really is not a lot of value to 
our own lives unless we are serving someone else. It’s in 
that spirit that I approached this presentation.  

Mastering Your Financial Statements
Accountants are people who solve a problem we don’t 

know we have in a way we don’t understand. As auto 
recyclers, we’ve been left to learn about financial state-
ments in our finances by trial and error. Today, I want to 
shorten our learning curve and provide tools to help us 
manage our businesses at a higher level. 

Most of us review, our balance sheets on a regular 
basis. Our balance sheets are a snapshot of where our 
business is right now and what it’s done in the past. It is a 
cumulation of everything that has occurred on a financial 
basis in a company. The balance sheet captures all finan-
cial transactions and performance in the areas of cash, 
assets (short and long-term), interest, operating income, 
initial capital and owner’s distributions. 

If you understand your balance sheets and what it is 
telling you, it will say more about your business than any-
thing you have in your toolbox. 

A balance sheet starts off by telling us about our assets 
– both current assets, such as cash, accounts receivables, 
and inventory, as well as long-term or fixed assets, such as 
plant and equipment and land. 

Liabilities include accounts payable, credit cards, and 
long-term liabilities, like loans and equipment leases plus 
owner equities. Assets equal total liabilities plus equity, 

or looking at it a different way: Assets minus liabilities 
equals equity. What is important about this is that a bal-
ance sheet must balance as the balance sheet is critical to 
understanding the health of a business. 

When mastering our financial statements, our income state-
ment is the score card. One of the biggest challenges is how to 
set up an income statement properly to be able to maximize 
the understanding of what is going on in the business. 

A typical income statement looks like this: 

Revenue or Income – COGS or Cost of Sales 
= Gross Profit
-SG&A (Sales General & Administrative)
= Net Operating Income (NOI)
+ Other Income
-Other Expenses
= Net Income

What is a COG or Cost of Sales? A COG can include 
cost of car parts, buyers’ fees or auction fees, towing 
costs, brokered parts costs, warranty costs, freight, eBay 
fees. In short, a COG is any cost incurred to deliver your 
product to your customer. It does not belong in your 
SG&A. In this industry we sometimes struggle with this. 
We need to identify our COGs and put them above our 
gross profit line.   

What is SG & A? This includes advertising and mar-
keting expenses, bank charges, commissions, employee 
expenses, insurance, licenses, professional fees, and rent. 
It does not include anything related to COGs.

Learn Your Financial Ratios
There are several financial ratios that we need to under-

stand. These include quick ratio (liquidity), debt service 
coverage ratio (DSCR), debt ratio, debt/equity ratio and 
return on assets. 

Quick ratio: Also called an “acid test,” a quick ratio 
tests whether current liabilities are covered by cash or 
equivalents. Inventory is not included. 

The quick ratio formula is: All current assets minus 
inventory divided by current liabilities. You need to have 
at least 1:1 or greater. This means a business can operate 
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for 30 days or longer without revenue. It would be better 
to have a higher ratio such as 2:1 or 3:1 but it is up to us 
in how we want to manage our businesses. I recommend 
testing it monthly and see what we need to do to change or 
maintain it.

Debt Service Coverage Ratio (DSCR): This is very 
important to all bank financing. Our banks look at our 
DSCR every time we give them financial statements. 

The debt service coverage ration formula is: Net profits 
plus depreciation plus interest expenses plus rent paid to 
related party minus non-financed CAPEX minus distribu-
tion to owners. Most DSCRs are 1.25 +/-, depending on 
our banks and what we negotiated. 

Debt Ratio: This is also known as debt to asset ratio 
and measures leverage. Auto recycling is CAPEX reliant. 

We should be financing most or all of the equipment. 
Inventory is not included. It is simply our total liabilities 
over our total assets. It is recommended to have 1.2 – 2.0 
so if the debt ratio is <1.2 we have too much debt; if it is 
>2.0 we don’t have enough debt, which has to do with 
how valuable our own cash is. It is better to use someone 
else’s cash then our own. 

Return on assets: This means how efficient we are at 
using the equipment that we own. For example, most of 
us have loaders or crushers; those pieces of equipment  
are designed to generate revenue. If we don’t utilize them 
well, we are not being as efficient operationally as we  
need to be. 

The return on assets formula is: Net income or NOI 
divided by our total assets. If we don’t make 20 to 25% 
or more on our assets we need to look at our operations 
or perhaps sell a couple of pieces of equipment. 

Manage Your Banking Relationships
Our banking relationships are key to our ability to 

operate, to obtain loans and financing. It’s important 
to remember that a banker is a key advisor to our busi-
nesses, not an ATM. If we find a banker, we should stay 
with him or her, maybe have two bankers. If something 
goes amiss in our businesses, we should talk to them, 
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I have a favorite saying, “In heaven 
yet get what you deserve. On earth 
you get what you negotiate.” 
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have them help us and obtain their input. And remember, 
“A setback is a setup for a comeback.” We have a very 
resilient industry and banks like to do business with us 
because of our resiliency. 

Remember to negotiate everything. I have a favorite 
saying, “In heaven you get what you deserve. On earth 
you get what you negotiate.” No matter what our 
bankers say, almost everything is negotiable. That means 
we should negotiate the term, interest rate, covenants, 
pre-payment penalties, liquidity requirements, DSCR, 
minimum equity ratios. Don’t be afraid to ask. If we don’t 
ask, we don’t get. 

You should also lease and not buy your equipment. 
A lease is the way we can finance the depreciation of 
a piece of equipment. If you buy a piece of equipment 
for $100,000 with cash and at the end of five years it is 
worth $20,000, that’s the depreciation. That’s what we 
need to finance – we should only want to finance the 
$80,000. What is left over is called the “residual” and 
when we do a specific type of lease – a capital lease – you 
will finance the $80,000 only. There is no down payment! 
By asking for a capital lease, the bank pays everything 
and the residual is paid at the end. However many of us 
will sell our leased asset in four or five years. If we take 
good care of our equipment, that equipment is going to 

be worth 10% or 20% of the original purchase price, 
even if we buy it used.

Keep that in mind when discussing a residual with your 
banks that you will either have to pay the residual at the 
end of the lease or sell the equipment. Another aspect of 
a capital lease is that you get to keep the full depreciation 
deduction or in other words the full cost of the equip-
ment, including the residual. Imagine that! Receiving a 
deduction for cash that we never spent! 

The other thing we need to do when dealing with our 
banks is become educated about covenants. Do we know 
what our DSCR covenant is? Do we have a liquidity cov-
enant? Who are our co-borrowers? These are all things 
you need to know about your covenants.  

Russell Sewell is the CFO for Arizona Auto & 

Truck Parts and Pull N Save self service locations.  

Since joining AATP, Russ has provided leadership 

in banking, accounting, finance, adopting new 

technologies, including app development and data visualization, 

and various SAS solutions for the Company. Russ has 30 years 

of financial and operational experience in many different roles 

including venture capital, investment banking, risk mitigation,  

audit oversight and compliance.  
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Spotting 
Impaired 
Workers
Employers tackle costly 
drug misuse on the job. 
By Phillip M. Perry
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More employees are using 
drugs illicitly, escalating 
the burden of identifying 
and responding appropri-
ately to workplace impair-
ment. Failure to maintain 
a drug-free workplace 
can lead to an erosion of 
profits caused by every-

thing from lower employee productivity to lawsuits by 
injured customers. The problem has become more diffi-
cult with the rise of opioid addiction and the legalization 
of marijuana at the state level. 

Employer Quandary
The employee’s request had a certain degree of logic. 

He had just received a prescription for medical mari-
juana from a naturopathic physician. Could he get per-
mission to smoke the substance on the job? 

The employee argued that Colorado – the state where 
the business was located – had recently legalized mar-
ijuana. “We had quite a talk about that,” says Norm 
Wright, president and CEO of Stadium Auto & Truck 
Parts, Inc., Denver. “He told me I should allow him to 
smoke the marijuana on the job just as I allowed other 
people to take their legal medications.”
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Spotting 
Impaired 
Workers

What did the employer decide? The answer appears at 
the end of this article, but for the moment our anecdote 
illustrates a larger problem: Businesses large and small 
must deal appropriately with the growing incidence 
of impaired employees. Alcohol. Marijuana. Amphet-
amines. Cocaine. Heroin. Codeine. Morphine. Barbitu-
rates. Workers under the influence of any such substance 
– legal or otherwise – threaten the bottom line.

“Impaired workers are safety risks,” says Faye Cald-
well, managing partner of Caldwell Everson PLLC, a 
Houston-based law firm specializing in workplace drug 
testing (caldwelleverson.com). “They pose a danger to 
themselves, to coworkers, to company property, and to 
the public.”

Costly Habits
For businesses, the downsides of worker impairment 

are many. “Employers responding to our surveys cite 
absenteeism as the number one negative result of sub-
stance misuse,” says Karen Pierce, Managing Director of 
Working Partners, a consulting firm based in Canal Win-
chester, Ohio (workingpartners.com). “The number two 
and three responses, in order of severity, are decreased 
productivity and workforce shortages.” Pilferage may 
also increase, and workplace morale may decline when 
clean employees must shoulder tasks neglected by their 
impaired coworkers.

Accidents caused by impaired workers, though, pose 
perhaps the greatest risk. “Anyone under the influence of 
a drug or alcohol can be a very dangerous person while 
driving heavy equipment such as a loader or forklift,” 
says Wright. “We're very concerned about people who 
could potentially damage themselves or others.” Some 
47 percent of workplace accidents that result in serious 
injury and 40 percent of those that end in death have 
alcohol and other drugs involved, according to Quest 
Diagnostics, the national drug testing company that 
tracks such matters (questdiagnostics.com). Accidents, 
in turn, can cause spikes in workers’ compensation 
premiums. 

Finally, customers or visitors injured by impaired 
workers may sue for damages. Courts often assume the 
employer is at fault when someone is hurt at a commer-
cial enterprise. “It’s critically important for any business 
to protect employees and the public,” says Joe Reilly, 
president of his own drug testing consulting firm in 
Melbourne, Fl. (www.joereilly.com). “At smaller com-
panies especially, one accident can be devastating.” And 
those smaller businesses which forego drug testing can 
be favored haunts for abusers avoiding the pre-hire tests 
typical of larger enterprises. The problem escalates at 
high-turnover organizations relying on part time, tempo-
rary and seasonal workers. 

Growing Impairment
If data from national testing activity is any indication, 

employers will face a growing incidence of such risks. 
The portion of U.S. employees testing positive for mar-
ijuana, amphetamine and heroin, for example, recently 
reached a 10-year high, according to a report from Quest 
Diagnostics. Some 5.5% of employees now fail urine 
drug tests.

So what’s driving all this? The largest reason is a cul-
ture of impairment that shows no signs of tapering off 
any time soon. More states are legalizing marijuana for 
recreational and medical use, a trend that has helped 
normalize the drug. Some believe that greater tolerance 
of marijuana has helped raise the social acceptance of 
other illicit substances. 

Another major contributing factor has been the trend 
toward abuse of pain pills. The opioid epidemic has 
become a significant issue for employers who face the 
confusing task of responding appropriately to the abuse 
of prescription drugs employees have obtained legiti-
mately or illicitly. 

Finally, the COVID-19 pandemic has had an important 
effect on substance misuse. “We know that there was 
about a 29% increase in overdose deaths during the 
pandemic last year,” says Pierce. “We're also seeing a 
lot more suicides, substance misuse, and mental health 
issues. Some 40% of adults reported struggling with a 
mental health or a substance misuse issue, according 
to the CDC. I'm not even sure we've seen all that we're 
going to see as far as the impact of the pandemic.”

Reducing the Problem
Employers are not powerless to address the issue. 

“We believe that a drug-free workplace program is 
the best way to prevent substance misuse,” says Pierce. 
“Such a program consists of five essential elements: a 
legally sound, state-specific policy; a program of annual 
employee education; supervisor training on substance 
misuse issues; testing in whatever flavor the employer 
thinks appropriate; and finally, a plan (such as an 
Employee Assistance Program) to help people who may 
have a problem or may be on the verge of a problem.”

A successful program starts with a written policy pro-
hibiting the use of illicit drugs on the job or on the way 
to work. “Employees need to know the consequences of 
a policy violation,” says Reilly. “They should be informed 
of the harmful effects of drug use, how it can affect their 
work, their coworkers, and the overall business.”

Testing is a vital tool for protecting a company. “Most 
of the employers we work with do preemployment or 
new hire tests,” says Pierce. The former provides results 
before the person starts work; the latter sometime after. 
“Most employers are also doing what we call reactive 
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testing– both reasonable suspicion and post-accident. 
Those who want to be more proactive can add random 
testing, which can deter substance misuse.” The more 
safety sensitive the work, the more likely a company will 
consider random testing.

Prior to starting a drug testing program, the employer 
should consult legal authority to ensure compliance 
with federal, state and local laws, many of which 
directly address the topic. Random testing, in partic-
ular, often comes under varying scrutiny. “Some states 
allow random testing only of people in safety sensitive 
positions,” says Pierce. “Ohio, on the other hand, has 
an incentive program that provides rebates on workers’ 

compensation premiums for companies that have a drug 
free workplace, with the highest discounts reserved for 
those organizations doing random testing.”

A drug testing program can be dangerous in isolation. 
“The worst thing you can do is wake up one morning 
and decide to start testing people,” says Reilly. “If you 
get a positive, you then have to ask yourself, ‘What do I 
do now?’” A workplace drug policy should mandate the 
appropriate action. One option is termination. Another 
is an offer of a second chance for the employee who will 
complete an education and/or treatment program and 
then undergo followup testing.

Many counselors urge employers to look seriously at 
the second chance option for first offenders. A large per-
centage of people who test positive for the first time are 
not yet dependent but have only recreationally imbibed. 
If they are dealt with properly, including counseling, they 
may well turn into excellent, loyal employees.

Prescription Drugs
Testing uncovers illegal rather than legal drug use. 

Employers will not receive positive test reports for use 
of a prescribed drug. In such cases the medical officer 
confirms the existence of the prescription and reports the 
test as negative with no details included.

This can pose a problem. What if an employee is 
exhibiting erratic behavior as a result of legal prescrip-
tion drug use? While in such cases an employer may have 
actionable performance issues, there may also be a legal 
requirement to accommodate the drug user with changes 
to job duties. Here, again, an attorney must confirm 
compliance with federal, state and local laws.

At the very least, a workplace policy should require 
employees to report any negative side effects of pre-
scription drugs. “Many prescribed drugs have warnings 
about operating machinery or driving vehicles,” says 
Reilly. “People on prescribed medications should provide 
statements from their physicians as to whether or not 
the medicine will affect their job performance.” Super-
visors should monitor and respond to any resulting per-
formance concerns, he says. “If it turns out an employee 
using prescribed drugs cannot do an assigned job, con-
sider accommodating the disability by reassigning duties, 
or granting medical leave for a set period of time.”

Supervisor Training
“Of all the tools available to the employer, the 

most effective is supervisor training,” says Caldwell. 
Employers should help supervisors learn how to rec-
ognize signs and symptoms that an employee might 
be under the influence. They should also know what 
actions to take when symptoms are seen, such as a rea-
sonable suspicion drug and alcohol test. “If the observed 
behavior is a safety issue, supervisors must not be afraid 
to intervene and remove the employee from the duty 
causing the danger,” says Caldwell. “Then they must 

Businesses large and small must deal 
appropriately with the growing incidence 
of impaired employees. Alcohol. Marijuana. 
Amphetamines. Cocaine. Heroin. Codeine. 
Morphine. Barbiturates. Workers under the 
influence of any such substance – legal or 
otherwise – threaten the bottom line.
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investigate by talking with the individual and performing 
a drug test if appropriate.”

While supervisors typically know how to spot 
employee behavior that might indicate substance 
misuse, it is less common for them to feel comfortable 
responding. “Sometimes supervisors are not trained 
properly or they lack the nerve to take action,” says 
Pierce. “They may lack motivation for many reasons. 
Maybe they’re users themselves, or at one time they were 
peers of the individual whom they are now supervising. 
Or maybe they don’t know what to do: They just don't 
have the necessary skills.”

The solution is to have supervisors sign off on the 
company policy and seek higher-level assistance when 
required. Evidence shows that many companies have 
more work to do in this area. “In one of our recent sur-
veys, half of the organizations did not have procedures 
in place for what to do when they had a reasonable sus-
picion of substance misuse,” says Pierce. “And another 
survey revealed that less than a quarter of employers do 
the requisite annual supervisor training.”

When it comes to workplace drug policies, one size 
does not fit all. Broad brush drug testing requirements, 
for example, may not be suitable for all categories of 

workers. Employees in safety critical jobs, who drive 
vehicles, or who interface with clients, may be subject to 
one set of policies. Those in accounting and sales may be 
subject to another.

Now, finally, we can address the conundrum posed by 
this article’s opening story. An employee requested permis-
sion to smoke medically prescribed marijuana on the job. 
The insights from experts quoted above might cast some 
light on the puzzle. How should the employer respond? 

For Wright, the answer was clear: “I said I couldn’t 
allow it. Doing so would set a real bad precedent for the 
rest of the employees. To me, it’s like alcohol – if we find 
someone drinking on the job they’re not going to be here 
for long because they violated our policy of no toler-
ance.” The employer’s attorney supported his decision, 
adding a critical detail: Any substance illegal at the fed-
eral level can be banned from the work premises regard-
less of state law.  

Award-winning journalist Phillip M. Perry 

has published widely in the fields of business 

management, workplace psychology and 

employment law. A 20-year veteran, Perry is 

syndicated in scores of magazines nationwide.
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      The Single Most 
Important 
                     Thing You Do
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Inventory  
Acquisition

Understanding the 
simple math involved 

in proper buying of 
inventory can get 

you on your way to a 
profitable bottom line. 

By Bill Stevens &  
Stoney Rutledge

If you want to sell parts, you have to buy cars. 
There has been so much change over the last 
35 years since I have been in the industry. 
Back in my day we were buying cars at live 
auctions, bidding against our local compe-
tition and, for the most part, even selling 
against local competition. When I started 
selling we had part catalogs and no computer 
systems. 

Since then, everything has changed 
including the way we buy cars, the way we 

sell parts, everything has evolved and changed slowly but 
it seems like we’ve had some major disruptions over the 
years. One thing that really hasn’t changed is that the suc-
cess or failure of your business rides on how well you buy. 

If buying is a core competency of your company and 
you do it very well, it’s hard to mess that up. You’re prob-
ably going to make money for the company if you can get 
that one thing really nailed down. On the flip side, if you 
buy poorly, including buying poor quality vehicles or not 
enough vehicles, there’s really no recovering from that. 

One of the things I love but that also makes it very 
challenging, is that we run several different businesses 
including call centers, a distribution department, and order 
fulfillment. A lot of companies do one piece of that, not the 
whole thing. It is crazy to think that just that one business 
act, vehicle acquisition, is such an important thing that we 
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do. We don’t spend the right amount time on it; for a lot of 
us we get to it when we can get to it. It is time consuming. 

For most companies, when they go to source their raw 
materials or buy their products, they can go and look 
for what they need. They can say, “I need to sell iPhone 
11s and iPads, and they just go out there with a fixed 
price and buy exactly what they need.” As they get bigger 
they usually get some discount on the pricing. But this is 
completely different in our industry. We are buying in lot 
quantities so if we need an engine, we have to figure out 
how to buy a whole car just for that engine. That is pretty 
unique to our industry. 

The other thing that makes it interesting is open auc-
tions, which, in some cases, are against the public or the 
world. Normally you source your materials, you get some 
break based on scale or how large you are. But that is not 
the case in our industry. We are in the same boat, pitting 
against each other for raw material. 

These things make purchasing difficult and challenging. 
You have to be really on your game to figure out which 
vehicles you should buy and, on top of that, you should 
sharpen your pencils to understand how much you can 
pay for them. 

In our industry on the selling side, demand outstrips 
supply, which is great. Most industries, you can just buy 
more iPhones, there’s a marketing component and other 
things you have to do to grow your business. 
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In our industry, over half of the time when people 
call for our items, we don’t have it. By improving your 
in-stock percentage it generally will drive a revenue 
increase. What it really means is that the top line is com-
pletely in our control. We have the ability to grow our 
sales by simply buying more, and buying better, which is 
somewhat unique. 

The other product lines that we sell generally follow 
along with your in-stock sales. For most of us, in-stock 
sales including the parts you sell and the vehicles you 
buy, is the biggest thing you sell. But we have other 
product lines and what we’ve seen generally is that the 
more in-stock parts you sell, the more requests you get, 
the more brokered opportunities you have and the more 
brokered parts you sell. It’s the same with warranties 
and even some new parts. So by buying the right quan-
tity and quality you have the ability to drive all of your 
product lines up. That is a very unique piece about our 
industry. 

When I was consulting I would talk about the sev-
en-line P&L, and teach recyclers how to read and inter-
pret P&L statements. You typically get a P&L with 70 to 
150 lines, which is a lot of information. So I suggested to 
my clients to get that down to seven lines. 

But I want to talk about a four-line P&L as we are 
going to focus on four key line items on your P&L: rev-
enue, gross profit, total expenses and net expenses.

Net profit is just the result of the other three. We have 
control of our revenue and we do that through buying. 
And then gross profit is really just a function of how 
well you buy and how much you buy. Those two lines 
again are completely in our control. The last one is total 
expenses which is the money you spend on people, rent, 
fuel and other items. It is the money we are spending 
on things other than inventory and is also totally in our 

control. Our industry, and our businesses that we are 
running, are all grounded in math. There is some really 
simple math that you can look at that will help you to 
get where you want to go – namely net profit and more 
of it. 

By controlling your revenue, your gross profit and 
your expenses, you can drive net profits. 

Important Pieces of Buying
The first thing is that you have to buy good quality 

vehicles that return your money to you quickly and 
ultimately with profit. Those two pieces are key. The 
reason that the amount of time it takes to return your 
investment back is important is because our business is 
very cash intense. It requires us to spend a lot of cash 
on inventory. We pay for inventory very quickly and at 
a premium to the auction for being able to bid there. 
The amount of time it takes to get your money back is 
critical. If you spend $2000 on the vehicle and you can 
return it to you in 65 or 90 days, it allows you to take 
that $2000 and reinvest it. If you are waiting 120 or 
160 or 180 days to recover your $2,000 it is going to be 
really hard to cash flow the purchasing you need.

The second piece is that it has to have a good return 
in total. Breaking even and getting your money back 
and reinvesting it is all fine and dandy, but at the end of 
the day there has to be some money left over. One of the 
things about all of this, it’s a ton of work to do it right. 
It is not just a thing that you “get to” in your business. 
You have to allocate the correct resources and the right 
amount of time to it. It is absolutely critical you get this 
right. 

The more time and effort you put into this, the better 
your results will be. You also need a buyer’s tool these 
days as well. Today there are multiple tools out there 
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that are very good and useful. I know people say they 
don’t need a computer to tell them how much to pay for 
cars, but they do. The environment is too competitive, 
the margins are too skinny, you need to use all the tools 
available to get what you need. 

You also need to calculate bids on as many vehicles as 
you possibly can. Once you get that piece down you need 
to be measuring your results and trying to push your cost 
of sales down. 

So how do you measure the quality of the purchasing? 
It’s simple and many of you probably know this. What 
we want to do is measure your average cost of sales of 
the same time period. Let’s take a time sample and the 
total amount of money we spent on cars divided by the 
total amount of in-stock inventory and extra sales we 
received over that same time period.

Let’s say over the last year you spent $500,000 on 
vehicles. That’s your cost. Then over that same time 
period look at your total in-stock, inventory extra sales 
of parts that came off all vehicles. Not the ones you 
bought but everything you sold. In this big window of 
time, I spent $500,000 and over that same period of time 
my total in-stock, inventory and extra sales are $1 mil-
lion. It’s very simple math. It’s $500,000 in cost divided 
by $1 million in sales which comes out to be 50% cost of 
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sales. That’s how you calculate your cost of sales. Use a 
12-month rolling average. At the end of next month, you 
drop off the oldest month, add the newest month and 
do the calculation again. What you hope for is that the 
calculation is 49.8% the next month. The implication is 
that you are getting better. If you are tracking this over 
time, it will be a useful tool for you to understand. It’s 
important you keep in touch with this because you need 
to know where you’re at and where you are trending as 
you go along. 

Let’s also talk about how to know what is the correct 
volume to purchase. The volume is critical when you  
are going to the auction. You can say you are buying  
cars or that you are buying sales but at the end of the  
day what you are really buying is gross profits. That’s  
the money that you’ve got left to pay your people and 
your bills and have a bit left over to put in your pocket  
as profit.

A good general rule is that you want to buy enough 
gross profit to cover all of your expenses with the vehicles, 
which is not easy to do. We are auto recyclers. We buy 
vehicles, dismantle them, and sell the parts off of them. We 
should have a sustainable business from that activity and 
whatever else we get should be the gravy. It is not easy to 
do, but it is possible and it is a great goal to achieve. 

If we take 12 months of your total expenses on your 
P&L, including your labor costs and all of your bills, 
but not your vehicle costs or costs of sales. Take that 
total amount for the 12-month period and divide that 
by 12. Let’s say we have $1 million in sales, $500,000 
in costs, and $400,000 in expenses over that same 12 
month period. So $400,000 divided by 12 is $33,000 
per month, which is our average monthly expense struc-
ture. So it tells me that I have to purchase $33,000 each 
month in gross profit to cover that. 

So how do we know if we are buying enough? In our 
example, we spent $500,000 over the 12-month period 
which gives us an average of $42,000 per month that 
we are spending on vehicles. We know our cost of sales 
is 50%. So if I have the amount of money I spent and I 
know what our cost of sales I can calculate what my sales 
are going to be. Take the amount you spent, $42,000 
divided by 50 percent, it gives us $83,000. It is telling us 
that on average we spent $42,000 per month in vehicles 
and on average it brought us $83,000 per month in rev-
enue. If I subtract the $42,000 it leaves me with $41,000 
per month in gross profit. In this example I’m buying 
enough in gross profit to cover my $33,000 in monthly 
expenses and I have $8000 in profit per month, which is 
roughly a 10% profit. 
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Of course, that’s before we talk about any of the other 
product lines, such as warranties or new products. Just the 
salvage piece is covering my expenses and allowing me to have 
some profit at that point. Keep in mind that in this scenario 
any amount of money you make on warranties or brokered or 
new parts would flow directly to your bottom line as profits. 
That’s one of the reasons I like to try to build the business out 
so that the dismantling arm covers my expense structure to 
ensure I have a robust profit line to grow other areas of the 
business. 

Being profitable in our industry is simple math. It can be a 
little overwhelming when you first walk through it. You just 
use some very simple math equations, look back at your his-
tory and keep track of what’s happening over time. Use the 
trailing 12-month average to see what is happening. Having 
that rolling or trailing 12-month average is very important. 

Numbers Matter, As Do Buyers
Recyclers with the best cost of goods are not always the 

recyclers who have the ‘smartest’ buyers. Smart buyers make a 
difference, but numbers drive the results. 

Some “numerical” things to look at include: 
• How many cars are available to bid in the area? 
• How many bids can you create per day?
• Which of the available cars do you choose to bid on? 
• What method do you use to calculate your bids?  
•  What rules have you created to manage how you bid? For 

example, interchange selection/VIN Decoders; parts you 
are evaluating to produce your bid; settings in bid system

•  What are your other costs? This includes auction fees and 
tow charges (including storage charges)

There are only two ways to buy more cars: bid more cars 
and pay more for cars that I buy. It comes down to these basic 
things. If next year I need to buy more vehicles but I’m not 
interested in putting more effort into it, then I will have to pay 
more for the cars in order to get my volume to increase. 

To bid more cars involves a three-step process for improve-
ment. This includes: 
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Step One: Calculate Your Win Rate
• How many cars per day do you bid now? 
• How many cars per day do you buy now? 
• What is your win-bid percentage (# purchased/#bid)? 
Your target should be 5 percent or less. If your win bid  

percent is higher than 5 percent, you are paying too much. 

Step Two: Find More Cars To Bid
•  Evaluate other auctions available to bid in your area.  

This includes pulling the average number of cars run at 
those auctions per week.

•  Figure out how many bids you will generate at those  
auctions on average. For auctions with a cheap tow fee, 
you should bid 50-60% of the vehicles run each week. 
For auctions with expensive tow fees, you should bid 
10-20% of the vehicles run each week. 

•  Find haulers to bring you the vehicles. Centraldispatch.com 
is a good web site for finding new haulers. Large tow fees 
are okay if you are deducting them from your bids. 

Step Three: Separation of Duties
You are likely to find there are more cars available to bid 

than your buyer has time to bid.
• Hire and train less experienced employees to be bidders. 
•  Bidder’s job is to select ICs and mark parts good/bad  

(they don’t care if you need the parts or not; they just 
gather data for you).

•  Pay bidders commission; don’t pay them hourly. Commis-
sion can be based per bid generated or based on per car 
won.

•  Buyer’s job is to review the bids, make decisions and enter 
the bids at auction.

Buying cars is both hard work and very time consuming. 
Most owners are involved or doing this work. But buying 
part time is always a bad plan without help. 

Adding volume to bids isn’t hard if you add resources. 
We add sales people every year as the volume increases. So 
why don’t we do this with buying? Adding resources to bid 
cars will allow you to increase purchasing without giving up 
profit. 

Finally, having a buyer review bids instead of create them 
allows you to scale the purchasing process without giving up 
the knowledge smart buyers have. And remember, the key is 
willing to change with the times – improve your process and 
improve your buying to improve your cost of goods as you 
grow your business. If you try the system as we discussed, it 
will make you more money, it will make you more competi-
tive in the market, and it will make you better for your cus-
tomers because you are going to end up with a wider range of 
parts for your customers.  

Bill Stevens is the Chief Executive Officer at Fenix Parts based in Hurst, 

Texas. Previously, Bill was the Vice President, Operations at LKQ. Stoney 

Rutledge serves as the Vice President of purchasing and procurement 

at Fenix.
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      Recycler to Watch

One to watch, Eric Wilbert is a 
third-generation family auto recy-
cler taking the family business into 
new places in the self-service arena. 
Wilbert’s Inc. is no stranger to 
diversification, with their two suc-
cessful full-service operations and 

Christmas tree farm. Now, the business boasts three 
self-service locations under Eric’s leadership. 

About the Business
Wilbert’s Inc. has been a member of the Automotive 

Recyclers Association (ARA) since 1952, received the 
ARA C.A.R. Award in 2020 and is a respected industry 
leader at the local, state, and national levels. So, it is 
no surprise that Eric Wilbert is an involved member 
of the automotive recycling community, following in 
the footsteps of his father and uncles. He is currently 
ending five years of service in the Automotive Recy-
clers Association of New York, with a unique two-year 
run as its president due to the freezing of executive 
committee roles because of COVID-19 in 2020. 

In 2013, Wilbert’s U-Pull It of Williamson, New 
York opened for business, with the Bath location fol-
lowing in 2018. The Wilbert family expanded into 
self-service to separate the retail traffic they were 
receiving at the full-service locations. What they found 
was a healthy demand for self-service ROE–Recycled 
Original Equipment®, so much so that they’ve added 
a third location this year in Buffalo. “The self-service 
model allows us to directly serve the retail customer 
and in turn, provide an opportunity for the full-service 
to better focus on its wholesale clientele. As a result, 

Interview by Caryn Smith

Eric  
Wilbert

Wilbert’s U-Pull It
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our quality of service has increased tremendously overall 
in the past several years, and continues to do so,” says 
Wilbert. “The same can be said at the U-Pull-It facilities, as 
we better understand our customers’ needs and get direct 
feedback to their wants.”

To attract customers, the Wilbert’s U-Pull-It team utilizes 
social media and online advertising. “New and relevant 
content is what we strive for in our online efforts,” says 
Wilbert. “Our Facebook and Instagram are highly active. 
Google business listings are utilized tremendously. Our 
website, www.wupi.com, has frequent new blog posts 
under the ‘News’ section, and we are constantly tweaking 
the website. We also use Google Ad Words for a few dif-
ferent campaigns throughout the year.” 

Their website is also mobile-friendly with live updates 

on inventory. “Our site has live vehicle inventory search 
and recent arrivals notices from past seven days.” 

Serving with a Smile
As Wilbert becomes a past president of the ARANY,  

he was introduced at the 78th Annual ARA Convention  
& Expo as the newest member of the Executive Com-
mittee, as Secretary. He is very happy and energized to 
serve the industry and is ready for the challenge. 

“Eric Wilbert’s drive for quality and improvement makes 
him the perfect person to join the leadership at ARA. I 
am so excited to bring him into the fold,” said Jonathan 
Morrow, chairman of ARA’s Nominating Committee. 
Echoing the sentiment, “I look forward to working with 
Eric in his new role on the ARA Executive Committee,” 
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added ARA Executive Director, Sandy Blalock. “As a dedi-
cated industry advocate, he will be a fine addition to ARA’s 
Executive Committee.”

Wilbert is father to three young daughters and has the 
support of his wife of seven years, Eileen, who is a busy 
professor at a local college. Automotive Recycling maga-
zine caught up with him to get his take on the industry, the 
ARA and other things.

What led you to become the newest member on 
the EC?

Coming from a family with predecessors that have been 
very active with many associations, I am incredibly hon-
ored to be nominated as the incoming secretary for ARA 
in 2021. As my presidency for the Automotive Recyclers 
Association of New York winds down, I am excited to 
continue my focus on working for the industry that has 
supported my family and employees for nearly 70 years. 

There is no better time than now. I called on ARA past 
presidents to get an idea of the job ahead. I realized that 
the knowledge and education potential for myself and 
family of businesses was invaluable.

I have a close-knit business family, and this opportunity 
would not be possible if I didn’t have such a strong team 
and the support of my family. 

What are you passionate about when it comes to 
automotive recycling?

My passion lies in the operations side of the business. 
I grew up working with my hands and I also enjoy working 
with the staff, from improving operating procedures to 
encouraging a strong team culture. 

When we launched the self-service operation in 2013, 
it was completely foreign to me. But I dove in headfirst, 
learning everything I could. My family recognized the 
self-service need. The discussion on who would run it 
never happened – I just picked up the ball and ran with it. 
When the time came, I just packed up my things and set up 
shop at the new location. 

We eventually bought neighboring properties to create a 
large u-pull-it. Williamson has 38 acres with approximately 
30 employees and 3,000 cars total. Bath has a generous 60 
acres, with approximately 20 employees, and 1,000 cars. 
The new Western NY location, in Buffalo, was added in 
May this year and requires a gut and rebuild and will hold 
about 1,200 cars and a staff of 30 once fully operational. 

As a long-term ARA member, how has that helped 
your self-service business launch and growth?

As a family of recyclers, we have always had a strong 
attendance at trade shows and conventions and are very 
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active partici-
pants in industry 
organizations. 
We believe in 
building your 
network – it is 
not what you 
know as much 
as who you 

know. We also have strong connections to recyclers in 
our local area, such as former ARA past presidents Gary 
Beagell and Bill Tolpa. What draws you into ARA and 
state industry associations is the comradery and sharing 
of valuable information. There is a willingness to collabo-
rate that is like no other industry.

What is the significant value that ARA brings to the 
industry and to members from your perspective?

First and foremost, the legislative support is a tremen-
dous strength on a national level. I also love the ARA 
University and training tools, and continued expansion 
on the focus on training. ARA ensures automotive recy-
clers have necessary tools available for members and their 
teams to learn and grow, especially regarding safety. For 
instance, the electric vehicle is a whole unknown to our 
industry. But foremost, we must be able to process an 
electric vehicle safely. The rest will work itself out in the 
marketplace, and ARA is advocating for our place at the 
table in that regard.

Why did you decide to join in the family business, 
were their other options you explored? 

My career path was not expected. I never anticipated to 
come back to work for the family. When my grandfather 
passed away, I changed my mindset. 

I grew up across the street from our original business.  
I worked in the family business growing up. If we did not 
have schoolwork to attend to, we were expected to be 
assisting across the street. Typically, I would be helping my 
father, learning all I could about tires and wheels. Ironi-
cally, that is the #1 item seller for our U-Pull Its. 

College taught me life lessons living away from 
my family for a couple years. It gave me an outside 
perspective. 

What obstacles or advancements do you think the 
next generation will encounter in coming years?

I am incredibly excited for EV and hybrid vehicles. 
The manufacturers, profit, and commodity market will 
change drastically on the self-service side. It is a little 
bit concerning on full-service side, providing a decent 
stable of vehicles. There is always going to be a need for 
our industry; yet it will evolve tremendously in the next 
decade. It is exciting. It might be scary to others. How you 
adapt and change with it is the defining factor. 

There will be more technology, more education, more 
understanding needed for these electronics. We need to 
discover ways to reuse the battery packs. Dismantling a 
vehicle will change. Parts we reuse will change. 
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What do you expect to get from your experience on 
the EC?

Knowledge. Experience. Working with different person-
alities. Learning from others with differing perspectives is 
exciting. Networking, traveling, bringing my family along 
to enjoy the experience, having these new opportunities. 
I look forward to it all. I am incredibly thankful for the 
opportunity. I am glad for our family’s active participation 
that has given me the opportunity to be a part of national 
and state leadership teams.

On the topic of vehicle acquisition, what is your 
strategy in sourcing vehicles for the facilities?

Vehicle acquisition strategy is rather simple. We pur-
chase our vehicles from two sources, the individual or 
“street” seller as we call it and the commercial busi-
nesses or “vendor” vehicles. The street sellers comprise 
two-thirds of the vehicles we buy in our model and 
the vendors are the balance of that. Street vehicles are 
sourced via phone or many online platforms that are all 
directly sourced through Wilbert’s. We do not use third 
parties for leads, our philosophy is we can do it better 
and more cost-effective ourselves. As for the vendor 
vehicles, these are all organically sourced through short 
and long-term relationships that we continue to develop 
each and every day. These relationships take time to 

develop but are worth dividends when the market shifts, 
as it has over the past year and a half.  

Anything else unique to Wilbert’s that you'd like to 
share?

We enjoy focusing on the customer. While this sounds 
rather contradicting at a self-service facility, it is almost the 
most important step. Not only do you focus on the cus-
tomer, but we also attempt to think like them. As the adage 
goes, walk a mile in their shoes and you gain a different 
perspective. While we are making “improvements” we 
attempt to utilize the customer’s perspective. This goes for 
all public facing material such as the website, social media 
platforms, brochures, signage, free yard resources and, 
most importantly, the customer experience.  

Additionally, yet the most important aspect is the  
Wilbert Family. This extends beyond the active second, 
third and young fourth generation and into the inactive 
family members as well. We all, in some ways, are actively 
supporting each other which supports our incredible family 
of employees and businesses. I cannot thank my family 
enough for all the sacrifices we have made and the devo-
tion of time and energy we continuously pour into each 
other. I am incredibly fortunate and grateful for the support 
network I have in place to allow the time to devote to this 
industry that supports so many.  

Want to 
Know 
More?
To learn  
more about 
Wilbert’s U-Pull It 
operations, watch 
their new four-part 
Facility Tour at 
ARAuniversity.org/ 
facility-tours/ 
to explore their 
purchasing, 
retail sales, 
and processing 
departments. 
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Grid
Across 
1. Grassy highway dividers

5. Hyundai Accent predecessor

8. Urban sidewall scuffers

9. ‘30s-’60s Nebraska-made scooter

10. Race start signals (5,5)

14. Car, slangily

15. GMC crossover model

17. ‘91-’05 Buick flagship (4,6)

20. Buick full-size crossover

22. Windshield star cause

23. Sandbox truck brand

24. Dodge SUV

Down
1. Bulldog emblem truck

2. World of Outlaws racing surface

3. Kangaroo roadkill country

4. Tech’s ratchet attachment

5. ‘07-’16 VW hardtop convertible

6. ‘73 Jeep wagon, roadster and pickup

7. Words on Texas plates (4,4)

11. ‘07-’14 retro style Toyota SUV (1,1,7)

12. Restorers’ parts trading event (4,4)

13. Safari spare fuel container (5,3)

16. ‘86-’95 Acura

18. Car buyer’s need, perhaps

19. Dealer’s test drive car

21. Palindromic auto club (1,1,1)

By Murray Jackson

1 2 3 4 5 6 7

8 9

10 11

12 13

14 15

16

17
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20 21 22
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Advertise!
Contact Caryn Smith  
and Jay Mason for your  
Customized Marketing Plan  
to reach ARA Member  
decision-makers with  
your advertising! 

Call (239) 225-6137 or email 
ARAEditor@comcast.net. 

360 Calendar
Send Your Event Info  
to Maria@a-r-a.org!

Visit www.a-r-a.org 
to save the date for  
the industry’s hottest  
must-go-to events! 
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