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LEGAL NOTICE: 

 

The Publisher has strived to be as accurate and complete as possible in the creation of this publication 

to ensure that the information contained herein is valid, truthful information. However, he makes no 

claim or warranty, expressed or implied, as to the accuracy, applicability, fitness, or completeness 

of said information. He does not warrant or represent at any time that the contents within are 

accurate due to the constant changing nature of insurance law. 

 

While all attempts have been made to verify information provided in this publication, the Publisher 

assumes no responsibility for errors, omissions, or contrary interpretation of the subject matter 

herein. Any perceived slights of specific persons, peoples, or organizations are unintentional. 

 

By reading this ebook, you acknowledge that you will not hold the author liable for any loss or other 

damages that may occur as a result of any of the information provided within. 

 

In practical advice books, like anything else in life, there are no guarantees of compensation of 

income made. Although it is possible to receive compensation for diminished value, every 

circumstance is unique and we do not guarantee or otherwise promise that you will earn any 

particular amount of money. Readers are cautioned to rely on their own judgment about their 

individual circumstances and to act accordingly. 

 

This book is not intended for use as a source of legal, business, accounting or financial advice. All 

readers are advised to seek services of competent professionals in legal, business, accounting, and 

finance field. 

 

Copyright © 2022 by Diminished Value Method, LLC. All Rights Reserved. 

 

This document is protected under international copyright laws, and any attempt to illegally modify it 

is prohibited and will be prosecuted to the fullest extent of the law. You are encouraged and fully 

allowed to reprint and distribute this Ebook in its entirety to anyone that you see fit. 
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Foreword 
 

Hi, my name is Keith Smith. I started as an automobile accident adjuster in 

Louisiana over 25 years ago in 1995. One thing I always disliked was the 

adversarial nature of the position. No matter what I did to help most people, 

they disliked me and felt that I was trying to take advantage of them. People 

don't realize that we have a code of ethics that we are legally bound to 

follow and some adjusters take this code very seriously. Nevertheless, there 

were often circumstances where a person felt they were entitled to 

something, and I may have sympathized, but regretfully couldn't do any 

more for them due to company policy. That is the nature of the position. 

 

Well, I recently created an opportunity for me to help people by telling them 

about a little-known secret in automobile accident adjusting. Even many 

attorneys I talk to aren't aware of the concept that I am about to explain to 

you. I have seen accident victims lose out on thousands of dollars day in 

and out because they are unaware of diminished value claims. 

 

As an authority on diminished value, people often ask me if they’re entitled 

and how to get it. This book was developed to help people understand and 

effectively get your way through a diminished value claim from beginning 

to end. 

 

By using this book, you should be able to assess whether your diminished 

value claim is worth pursuing and learn the necessary steps to negotiate a 

settlement that you’re pleased with. As with anything knowledge is power, 

but very few know much about this mysterious aspect of auto claims. 
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Insurance adjusters often take advantage of the fact that claimants are 

uninformed; and even most adjusters know very little about the details. 

Here’s your chance to know as much as they do.  So let’s get started. 

 
What Is Diminished Value 
 

Diminished value is the decrease in worth that a vehicle experiences after 

being involved in an accident. It is the difference between what a car is 

worth before and after an accident. When a car accident occurs, after 

determining liability, insurance companies will often pay to repair the 

immediate damages; however, diminished value comes into play when 

trying to resell a car that has been in a collision. If you try to sell your car 

after a wreck, you’ll probably discover that it’s not worth as much as it was 

before. Why is that? Value is determined by what a buyer is willing to pay.  

Consumers are not willing to pay as much for a vehicle that has a history 

of being in an accident as they would for a vehicle that was not in one. 

Consider how you would react if you were shopping for a used vehicle and 

had to choose between a car with no prior accidents, and a car that had 

significant prior repairs. Surely you would never put the same value on 

those two vehicles.  

 

If given the choice between two identical used cars, except for the fact that 

one had significant repairs, buyers would choose the car that was accident-

free, or want a reduction for the vehicle that had been repaired. In most 

cases both buyer and seller will negotiate a lower cost because the buyer 

perceives the car to be less valuable. No properly informed potential buyer 
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in their right mind would be willing to pay as much as they would before 

the vehicle was repaired. 

 

Diminished value occurs whenever there is knowledge of prior damage.  

Nowadays, it is difficult to hide information about a prior accident. Before 

Carfax and Autocheck came along it was pretty much impossible to know 

one car from another. Now it's fairly easy to discover if a vehicle has been 

repaired. 

 

The fact is that no matter how well your vehicle has been repaired, it has 

probably lost value if it has been in an accident. It is well-known that used 

car managers will typically decrease the trade-in value of a vehicle that has 

a history of being in a prior accident. Depending on the severity of accident, 

the vehicle may not be able to be sold as a "certified used vehicle." 

Additionally, if the vehicle has a history of severe damage, structural 

damage, or airbag deployment, most used car dealers cannot sell the 

vehicle on their lot and must send the car to auction. 

 

If the Carfax or Autocheck vehicle history indicates anything severe it could 

impact the value by as much as 50% depending on the vehicle. Even if the 

repairs were top notch, you will likely receive less money for your vehicle 

whether you sell it the day after repairs or years later. 
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Example of Diminished Value: 

The difference in vehicle dollar value after the accident as opposed to before 

the accident would be the amount of diminished value. Assume that your 

vehicle is worth $49,000 and is involved in an accident. Due to the fact that 

the vehicle has been in an accident, now you might only be able to get 

$38,000 if you sell the vehicle.  The diminished value would therefore be 

$11,000 ($49,000 - $38,000).  
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When Are You Entitled To Payment for 
Diminished Value 
 

Different states have reached various different conclusions pertaining to 

diminished value. Unfortunately, in Louisiana and in most states, diminished 

value only applies to third party claims (except GA, KS and WA where you 

can collect from your own insurer). What this means is that if no one else 

was at fault, and you are using your own collision coverage to repair your 

car after an accident, it is unlikely that you will be able to make a claim for 

diminished value against the company insuring you.  

 

What Is the Difference Between a Third-Party and First-Party Insurance 

Claim? A first-party insurance claim is a claim you make against your own 

insurance carrier. The claim is between the policyholder (the first party) and 

the insurance company (the second party). These are contractual claims 

that are spelled out and contingent on the specific language of the insurance 

policy contract. 

 

A third-party insurance claim occurs when you submit a claim to someone 

else's insurance provider. In a third-party insurance claim, there are three 

parties: The first party is the insured individual. The second party is the 

insurance company. The third party is another individual. Therefore, a third-

party insurance claim is made by someone who is not the policyholder or 

the insurance company. For example, if you cause an auto accident and 

injure someone in another vehicle, that person can be a third party who can 

file a claim against your insurance company. A third-party claim is 
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commonly referred to as a liability claim because someone else is liable for 

the injuries suffered by the third party. If the insurance company is unable 

or unwilling to settle with the injured third party, the third party can bring 

the liability claim to the legal tort system.  

 

Most insurance companies have thoroughly revised their policies to not 

allow any right to make a claim for compensation of diminished value under 

comprehensive and collision coverage (full coverage). The majority of 

courts have upheld that policies limit liability to payments for proper repairs 

and do not provide for payments for losses in value. 

 

In Louisiana, if you were not at fault for your vehicle’s damage, then you 

should be able to recover lost value from the party at fault, or their 

insurance company. The principle behind a third-party diminished value 

insurance claim is the insurance carrier has a duty to indemnify the owner 

of a damaged vehicle and compensate them for the loss they suffered.  You 

are entitled to be made whole. Since the vehicle is now worth less as a 

direct result of the accident, the owner should be compensated for the loss. 

If your car loses value from an accident and they only repair the car, then 

you are not made whole! 

 

The exception is if someone else hit you and has no insurance, then you 

may be able to file a claim for your car’s diminished value against your 

Uninsured Motorist Property Damage coverage if you have it. It’s rare for 

someone to have this coverage, because most think comp and collision are 

enough. Drivers who wreck their own vehicles still may also have recourse 

by taking a tax-deduction for the diminished value of their automobiles. 
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Casualty losses such as automobile diminished value may be filed on IRS 

Form 4684. Even the cost of the diminished value appraisal can be tax-

deductible on Line 22 of IRS Schedule A. It is highly recommended that you 

consult with an accountant or CPA to determine exactly what percentage of 

the appraised amount is tax-deductible. 

 

Adjuster Arguments Against Diminished 
Value  
 
There are a lot of adjusters without sufficient experience and all they know 

to do is what their insurance company has trained or told them to do. Most 

have been taught to deny diminished value claims no matter how convincing 

the evidence. Here are the most common arguments insurance companies 

use in an attempt to refute diminished value and the reasons why they 

aren’t valid: 

 

We aren't responsible for that. 

 

This response is becoming less frequent as diminished value becomes more 

popular, but some inexperienced adjusters still try to use it. A client recently 

told me that his adjuster from one of the largest insurance companies told 

him that diminished value is not applicable in the state of Louisiana. I was 

appalled! The fact is there is a Louisiana statute specifically addressing 

diminished value and you are entitled to recover as long as you prove your 

claim. In 2010 Louisiana Revised Statute §9:2800.17 was enacted that 

specifically addresses liability for the diminution in the value of a damaged 

vehicle.  
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You can find it online at the following link 

http://legis.la.gov/legis/Law.aspx?d=408380  

 

If an adjuster tells you that you are not entitled to diminished value then 

ask them to put it in writing and send or email to you promptly. Insurance 

adjusters are notorious for saying and denying things, but when you ask 

them to put it in writing or for legal justification, they refuse to respond. 

Usually because they go to their manager and find out that they made a 

mistake. You have a right to a written response by law. If the insurance 

company doesn’t respond in writing within a reasonable time, then contact 

the insurance commissioner. This is one of the few things the insurance 

department can actually help with.  

 

The vehicle was repaired properly, so no diminished value is owed. 

 

Regardless of how well a vehicle is repaired, the accident was probably 

recorded on the Autocheck or Carfax vehicle history. Whenever there is a 

history mentioning more than slight damage, the local used car managers 

we meet with diminish the vehicle. Different dealers and different models 

decrease differently which is why an appraisal is so important. For instance, 

most used car managers do not diminish trucks as much as cars because 

many truck buyers are not as particular about minor accidents. Every 

vehicle has a different supply and demand situation in the local market, but 

only under rare circumstances does a dealership not diminish for a prior 

accident. 
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The vehicle has a prior accident on its history.  

 

This may or may not be an issue depending on the vehicle history.  The 

prior accident may have been less severe. Even if it is more severe, most 

used car managers will still deduct for both accidents. In Louisiana we have 

what is called comparative negligence and it is often necessary to proceed 

with an appraisal to determine how much each accident might contribute to 

the total depreciation. 

 

We don't recognize your methodology. That's not how it’s done. 

 

We hear this one a lot because most insurance adjusters are only aware of 

the insurance company 17C formula and only a few appraisers actually take 

the time to meet with local used car managers like we do. The fact is that 

formulas cannot account for each individual vehicle’s supply and demand 

situation. The most accurate way to assess diminished value is to find out 

what’s going on in the local market. We are members of The Bureau of 

Certified Auto Appraisers and their guidelines stipulate, “Using a formula 

only to determine the post repair value of a vehicle is not acceptable under 

any USPAP or BOCAA guidelines. To determine a post repair value, BOCAA 

guidelines require market quotes from dealers in the local market.” The 

bottom line is that many of the large insurance company defense attorneys 

agree with our appraisal methodology, and occasionally hire us (especially 

when their personal vehicle is involved).  
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Diminished value cannot be determined until the vehicle is sold. 

 

It is not necessary to sell a vehicle to pursue a diminished value claim. In 

Louisiana you only have one year to pursue a claim. It would be unfair to 

make the owner trade-in or sell the vehicle within one year from the 

accident. If you can provide sufficient documentation to prove that the 

vehicle has decreased in value as a result of the accident, then you are 

entitled to diminished value effective the date of accident. 

 

The appraisal amount is only an opinion. 

 

Our appraisals are based on information gathered from assessments of local 

used car sales managers that specialize in the particular vehicle. The 

assessments are then averaged so the appraisal is a fairly reliable estimate 

of how much the vehicle should diminish in the local market. Although some 

appraisers provide an opinion using erroneous formula as the basis for their 

appraisal, we do not! We gather data on how much local dealers assess the 

diminished value and average the amounts.  

 

We’ve heard other excuses over the years; however these are the most 

popular. If an adjuster gives you a hard time or excuse, then feel free to 

give us a call and we’ll be glad to see what we can do to help. 
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Steps In Pursuing A Diminished Value Claim 
 
Step One – Determine Feasibility: 

The first step in pursuing diminished value is to determine whether it is 

feasible to pursue a claim. Because different factors affect diminished value 

and your chance of recovery, we first review what’s on the vehicle history, 

the extent of repairs, year make and model, any liability concerns and what 

insurance company you are filing against. The feasibility analysis involves 

taking into consideration all factors related to the vehicle and accident. 

 

Although the majority of times used car managers we meet with diminish 

the value of the vehicle based upon the accident history, there are rare 

instances where they do not. For instance, sometimes on regular lower-

cost vehicles, if the accident isn’t listed on the history, or if the vehicle  

history reflects slight or very minor damage, a used car manager may not 

decrease the value of the vehicle. This makes it important to consider 

whether a claim is worth pursuing before attempting to do so. Although it 

is very rare and even minor claims are usually worth pursuing, there are 

circumstances where proceeding with an appraisal may not be practical. We 

keep a database of our appraisals over the last 10 years, so we can compare 

your situation to prior assignments and better determine what the outcome 

might possibly be. 
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Step Two– Determine Accurate Amount with Diminished Value 

Appraisal: 

If your claim seems feasible then the next step is to proceed with an 

appraisal. Insurance companies are skilled at paying as little as possible and 

will offer significantly less than what your claim is worth. They may use 

unfair formulas to determine the amount of your claim. The most accurate 

and fair way to determine how much your vehicle decreased in value is to 

actually gather data from the local market. Our detailed and professionally 

formatted diminished value evaluation report uses proven nationally 

recognized methods to assess the decrease in value, and can be submitted 

to the at-fault party for payment. 

 

Step Three – File and Pursue Claim with Insurance Company: 

The last step is to submit a demand to the insurance company.  We provide 

you with a sample demand letter that you can edit and submit to the 

insurance company. Many insurance companies will pay the claim once they 

receive a legitimate appraisal, however some adjusters will attempt to 

negotiate with you. We have heard every excuse and seen every tactic and 

can assist you with negotiating your claim. Unfortunately some companies 

can be very difficult to deal with, which is why all three steps are so 

important in successfully pursuing a claim. Ultimately it is sometimes 

necessary to seek legal remedy, but you should be well prepared if this 

becomes needed. 
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Factors Affecting Diminished Value 
 

Each accident, vehicle, and situation is different so when evaluating 

diminished value it’s important to specifically review all of the factors 

involved in each particular scenario.. The severity on the accident history is 

a major factor and will have a large effect on the amount of your loss. The 

difference in a Carfax or Autocheck that says light damage as opposed to 

moderate or severe is significant. 

The extent of repairs is extremely important. If there was frame damage to 

the vehicle or airbag deployment then this will severely affect the value of 

the vehicle. The slightest detail such as whether the impact was to the front, 

side, or rear can also have a major impact on the diminished value 

 

If you are driving a typical/average vehicle, you may not suffer as much 

diminished value as you would with a high end, more expensive vehicle. 

You will have more diminished value with a luxury vehicle because you’re 

going to be dealing with a more demanding buyer who has the option to 

buy an “untainted” vehicle over your branded one. You should expect to 

recover a larger amount of diminished value for a newer car with lower 

mileage and less diminished value for an older car with higher mileage. 

 

As a general rule, the ideal prospects for getting diminished value are 

vehicles that are five years-old or newer unless your vehicle was a luxury 

model or otherwise more valuable. Of course even minor claims are usually 

worth pursuing so keep in mind these are just guidelines, and it’s best to 

determine through feasibility analysis whether a claim is worth pursuing. 
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Every vehicle is different and often older vehicles with high mileage can still 

lose value after an accident, especially if it had no prior history of accidents. 

 

Types of Diminished Value 
 

There are three basic factors that lead to diminished value which can be 

grouped into two primary categories. The extent of each determines the 

overall diminution: 

 

I) INHERENT DIMINISHED VALUE: 

Inherent diminished value is the automatic loss of market value simply due 

to the fact that the vehicle has been involved in an accident. It can be 

described as the amount a vehicle is perceived to have decreased as a result 

of an accident. This means that a car loses value when someone is aware it 

has been in an accident simply because of the fact that it has been in an 

accident. 

 

II) REPAIR RELATED DIMINISHED VALUE (TWO TYPES): 

A) INSURANCE CLAIM RELATED DIMINISHED VALUE: 

Insurance claim related diminished value is the loss of value due to 

oversights and/or omissions by the insurance company on their 

appraisal or refusal to pay for specific repair procedures 

recommended by the body shop. Another major factor is the 

insurance company's mandated use of inferior aftermarket 

replacement parts. 
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B) SHOP RELATED DIMINISHED VALUE: 

Shop related diminished value is the amount which a vehicle's value 

is lessened specifically due to improper, poor quality, or incomplete 

repairs. 

 

Most diminished value appraisers evaluate inherent diminished value, and 

try to avoid repair related. The reason is that repair related diminished value 

inspections must be done in-person and are costly. Additionally, any 

discrepancies with repair related diminished value may be a matter between 

the repair shop and the consumer or both the repair shop and insurance 

company and consumer, so pursuing a claim of this nature can be difficult 

and may require litigation. 

 

Some appraisers argue that an inspection is necessary for a diminished 

value appraisal, but we are finding that appraisals of inherent diminution in 

value that utilize average assessments from local used car managers, based 

upon the documented Carfax or Autocheck vehicle histories not only hold 

up in court, but are less costly to the consumer. With an inherent diminished 

value assessment it is understood that the repairs were done adequately 

and the customer is satisfied with the work.  All the used car managers are 

assessing is how much they would decrease the value of the vehicle to sell 

it on their lot. 

 

Please understand also that depending on the circumstances, an inspection 

may be best for your appraisal. If there is anything special or out of the 

ordinary about the car that adds to its value, it may be best to pay the extra 

price for an inspection appraisal. 
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What Does Louisiana Law Say 
 
It  has  been  recognized  in  Louisiana  for  more  than  sixty  years  that  

an  injured  party  is  entitled  to  diminished value. In Day v. Roberts, 

La.App., 55 So.2d 316 (2d Cir. 1951) it states, “It was recognized in Dupuy 

v. Graeme Spring & Brake Service, Inc., 19 So.2d 657, Appeal from First 

City Court of New Orleans; W. Alexander Bahns, Judge. Suit by Aaron B. 

Dupuy against the Graeme Spring Brake Service, Inc., for damages to .. at 

page 659: “We realize that an automobile which is damaged in a fire or in 

an accident may sustain a depreciation in value in addition to specific 

physical  damage  and  that even  though  all  physical  damage  may  be  

repaired,  there  may  still  remain  a depreciated value merely because the 

car has been in a fire or in an accident, and we have said, as have other 

courts, that the depreciation represents an item of damage or loss for which 

suit may be brought. 

 

Most recently in 2010 specific legislation was developed to directly address 

the issue. The 2010 LA Revised Statute §9:2800.17 directly addresses 

liability for the diminution in the value of a damaged vehicle and provides 

that: “Whenever a motor vehicle is damaged through the negligence of a 

third-party without being destroyed, and if the owner can prove by a 

preponderance of the evidence that, if the vehicle were repaired to its 

preloss condition, its fair market value would be less than its value before 

it was damaged, the owner of the damaged vehicle shall be entitled to 

recover as additional damages an amount equal to the diminution in the 

value of the vehicle.  Notwithstanding, the total damages recovered by the 
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owner shall not exceed the fair market value of the vehicle prior to when it 

was damaged, and the amount paid for the diminution of value shall be 

considered in determining whether a vehicle is a total loss pursuant to R.S. 

32:702.” 

 

Prior to the 2010 state statutes, there was significant litigation and case 

law. In 2004 the Louisiana Court of Appeals stated in Defraites v State 

Farm, “Louisiana law provides that diminution in value of a vehicle involved 

in an accident is an element of recoverable damages. In a case involving 

damages to an automobile, where the measure of damages is the cost of 

repair, additional damages for depreciation may be recovered for the 

diminution of value due to the vehicle’s involvement in an accident.  Davies  

v.  Automotive  Cas.,  Ins.,  26,112  (La.App.  2  Cir.  127/94),  647  So.2d  

419.  The  jurisprudence awarding damages  for  depreciation  involves  

facts  wherein  a  repaired  vehicle  decreases  in  value,  despite  a quality 

repair job, solely due to the fact that the vehicle was involved in a collision. 

 

Louisiana’s appellate courts established that a party may recover additional 

damages from a tortfeasor for the diminished value to an automobile only 

if “proof of such diminished value is made.”  

 

Please feel free to research the following historical cases which address this 

issue: 

     Defraites v. State Farm Mutual Auto. Ins. Co., 864 So.2d 254 (La. 

App. 2004) 

     Orillac v. Solomon, 765 So.2d 1185 (La. 2000) 
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     Smith v. Midland Risk Insurance Company, 699 So.2d 1192 

(La.App.2d Cir.9/24/97) 

     Davies v. Automotive Casualty Ins., 647 So.2d 419 (La.App.2d 

Cir.12/7/94) 

     Giles Lafayette, Inc. v. State Farm Automobile Insurance 

Company,467 So.2d 1309 (La.App. 3rd Cir. 1985), writ denied, 472 So.2d 

911 (La.1985) 

     Gary v. Allstate Insurance Company,250 So.2d 168 (La.App. 1st 

Cir.1971) 

Hamilton v. Dalrymple, La.App., 135 So.2d 536, (1961) “Depreciation 

is a proper item of damage as evidenced by  decisions  of  this  court  in  

Day  v.  Roberts,  La.App.,  55  So.2d  316  (2d  Cir.  1951),  Green  v.  

Heard  Motor Company, Inc. et al., La.App., 63 So.2d 178 (2d Cir. 1953) 

and Baker et ux, v. Shreveport Railways Company, Inc., La.App., 68 So.2d 

228 (2d Cir. 1953).” See also Baillio v. Western Casualty Surety Company, 

La.App., 189 So.2d 605, and the cases therein cited. Blevins v. Drake-

Lindsay Co., Inc., La.App., 144 So. 257. 

 

Kinchen  v.  Hansbrough,  231  So.2d  700  (Ct  Appl  of  LA,  1st  Cir.  

1970)  (Reh’g  Den.)  the  Court  stated, “Considering plaintiff’s claim for 

depreciation in the value of his vehicle, our own jurisprudence is well settled 

that in a proper case depreciation is a recoverable item. See, for example, 

Foil v. Burge, La.App., 196 So.2d 567, and cases cited therein. 

 

The statute of limitations in Louisiana unfortunately is only one year from 

the date of accident so don’t hesitate for long after the repairs have been 

completed to file your claim. This means that you have a one year deadline 
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from the date of accident for recovering your diminished value. Many 

adjusters will try to tell you that you cannot prove diminished value unless 

the car is sold, but this is not what the legal statutes say. They are most 

likely telling you this in hopes that you will not pursue a claim within the 

one year deadline. All the law says is that you need to prove by a 

preponderance of the evidence that the vehicle has decreased in value as a 

result of the accident. This is why an appraisal is often necessary to 

successfully pursue a claim. It’s better to experience the satisfaction of 

being reimbursed for the decrease in value now, than to feel the frustration 

of losing money down the line when you decide to sell or trade-in the vehicle 

and find out that it’s too late for you to do anything about it. 

 

Although I’ve researched various laws and decisions on the matter, I AM 

NOT A LEGAL EXPERT. I can provide examples of numerous court decisions 

as evidence that diminished value claims are honored in local courts. You 

are welcome to utilize and submit the legal examples however please keep 

in mind that I am not a lawyer. I’m a vehicle appraiser, so all I can do is 

provide you with prior decisions. 

 

Why Haven't You Heard Of This 
 

During my many years of handling automobile claims, I rarely saw claimants 

present diminished value claims. Diminished value claims are unique in that 

they are a separate property damage claim and you have to make a formal 

demand. Very few people know to request it.  Adjusters are trained to 

mitigate costs and I've never seen an adjuster go out of their way to 

mention to a claimant that they are entitled to additional money. Diminished 
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value insurance claims have become more prevalent recently because of 

three factors: 

 

Carfax and Autocheck vehicle histories now disclose repair and 

accident data - In the past it was difficult for a buyer to know if a vehicle 

was in an accident, but this is changing due to Carfax® and Autocheck® 

vehicle history reports becoming popular. Now it's hard to hide the fact that 

your vehicle has suffered major damage, and easier than ever to pay a 

small fee to access data about prior accidents or repairs. 

 

State full disclosure upon sale laws - The disclosure laws in many states 

make it mandatory that previous damage be made known to a prospective 

buyer, so it is illegal to hide or fail to disclose the facts of an accident. Failure 

to reveal the accident could be considered fraud. 

 

Vehicles are increasingly getting more expensive - With the high value 

of vehicles comes the expectation of high quality. No one wants to pay big 

money on a vehicle that has been wrecked. The higher the cost of the 

vehicle, the more apparent it becomes that an accident will reduce the fair 

market value, and the easier it is to prove diminished value. 

 

If you are represented by legal counsel, the chances are they haven’t 

mentioned this either. The reason is many attorneys are interested in the 

potential monetary settlement from a bodily injury claim and often let their 

client deal directly with the insurance company when it comes to the 

property damage to their vehicle. It’s not that they are intentionally 

overlooking their clients’ interests, it’s just that until recently property 
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damage was a fairly clear-cut issue. The insurance company would do an 

appraisal of the damages and submit this to the body shop and they would 

work with each other with regards to the repairs. Only until recently has the 

concept of diminished value started to gain momentum and some lawyers 

still don’t see the potential, or just don't see much they can gain from it.   

 

If you’re not legally represented and have been paid for your property 

damage, but have not pursued a diminished value claim, it still may be 

possible to get compensated. Some insurance companies do not follow up 

and get a signed property damage release after paying for the property 

damage.  Before signing any release documents prepared by the insurance 

company, you should consider addressing this important issue, or YOU 

COULD BE LOSING MONEY!  Once you sign a release, you are agreeing to 

a settlement, and consenting that you will not file any other property 

damage claims against the insurance carrier concerning this accident. 

 
How Is Diminished Value Determined 
 

Numerous methods are used by numerous entities to derive an amount for 

diminished value; however, there is only one correct way of doing so. Most 

insurance companies use the same method, however it is severely flawed.  

During my years of working as an insurance adjuster I often used this 

formula and considered it to be erroneous. The 17c formula was developed 

by State Farm when the Georgia Supreme Court, in the matter of “State 

Farm Mutual Automobile Insurance Company v. Mabry et al., 274 Ga. 498 

(2001)”, asked them to create a method on which diminished value could 

be measured.  Please note that this method for measuring diminished value 
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applies to that case only in a class action, but has become the generally 

accepted method among insurance companies nationwide.  

 
 

Although widely used, the 17C formula is arbitrary. It allows for the adjuster 

to make some adjustment for the specific circumstances, but has many 

flaws. The biggest concern is that the Base Loss of Value upon which the 

calculations begin is set at 10% of the vehicle’s retail value. This assumes 

that 10% of retail should be the starting basis for all vehicles; but different 

vehicles lose value differently. The bottom line is that 10% as a starting 

point is ridiculous. Every car model has a different value characteristic on 

the local open market. Dealers diminish based on what shows up on the 
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vehicle history and this can affect value by anywhere between 2% and 50%. 

Generally, the more expensive a vehicle, the more diminished value will 

come into play, but this is not always the case. Some inexpensive models 

may have an altogether different diminished value from similarly priced 

counterparts due to popularity and perceived value of the brand. We’ve 

seen situations where severe damage history, structural repairs, or airbag 

deployment may cause dealers to diminish the vehicle by as much as 50%. 

Also, the formula does not adjust for geographical location and the mileage 

adjustments are questionable because it adjusts for mileage more than 

once, and assumes that there is no diminished value to a vehicle that has 

over 100,000 miles. Although having over 100,000 miles on your odometer 

is significant, market conditions could be contrary to formula 17c results.  

 

Since it's widely accepted internally at many insurance companies, a simple 

formula may be an easy way to get compensated for your loss, but it is very 

inaccurate at providing a true understanding of the specific diminished value 

to your particular vehicle. 

 

The Market Approach 
 

The best way to determine value is to research what is happening in the 

local market. Our research reveals that the trade-in and used car retail 

market is the largest market for used vehicles. Only a small percentage of 

people sell their vehicle directly to another person. Used car managers are 

the best gauge of how much a vehicle may diminish as a result of an 

accident. The problem is that each manager has a different method for 

evaluating diminished value. Also, depending on the supply and demand 
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circumstances at their lot, any individual used car manager may be 

substantially higher or lower than their competitors. One dealer may offer 

a significantly less diminished value because they have an incentive to 

acquire that vehicle. This is why the most accurate method to ascertain 

diminished value is to get an average of a reasonable amount of used car 

managers in the area near the subject vehicle. In fact many insurance 

adjusters will not accept an assessment from only one used car manager, 

and most require an average of opinions from multiple dealerships. 

 

In order to get a more accurate understanding of the loss in value, we 

consult with several used car managers in the area near your vehicle and 

incorporate their professional market opinion of your vehicle’s diminished 

value into our appraisal report. This provides a more comprehensive 

understanding of the true value that has been lost as a result of the damage 

done to your vehicle because sales people are actually out in the local 

market dealing with customers, and they have a better grasp of how 

diminished value affects negotiations.   

 

We are IACP certified and follow guidelines as set forth by the Bureau of 

Certified Auto Appraisers and United States Principles of Appraisal Practices. 

BOCAA guidelines are as follows: 
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Choosing An Appraiser 

 
Although the general industry is regulated, especially when it comes to 

residential appraisal, the automobile appraisal industry is different. Most 

automobile appraisers started doing repair related estimates of vehicles 

using various software and are certified in that respect. Diminished value is 

different in that you are focusing not on the repairs to the vehicle but the 

value of the vehicle, and how it is affected by its accident history. This 

makes diminished value appraisals unique in that you're not trying to 

ascertain the pre-accident value so much as how much it has diminished in 

the market because of the accident. An inspection of the vehicle for an 

inherent diminished value appraisal should not be necessary since all you 

need to do is determine how much dealers in the area would diminish that 

vehicle solely because of its accident history. Inspections are only needed 
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when repair related diminished value is trying to be determined, which is 

more the fault of the repair shop, and not how the accident history affects 

the value of the car.  

 

The most important thing to look for in an appraiser are principals 

and integrity. This unfortunately can be hard to judge until after the fact. 

I’ve been doing a lot of testifying lately. The main difference between other 

appraisers and myself is my dedication to following a set of ethical 

guidelines that apply to all appraisal professionals. I actually started out 

studying residential appraisal and have a bachelor’s degree in insurance and 

real estate, so I have a unique understanding of what an appraisal is 

supposed to be. Most of my competitors are providing appraisals 

nationwide. Although I’ve wanted to do this, I’ve refrained because I can’t 

provide the same accuracy as I do now by staying in the local Louisiana 

market. I’ve reviewed all of my competitor’s reports and testified in an 

adverse position whether from plaintiff or a defense perspective. One thing 

I’ve noticed is that my competitor’s reports are extremely low for insurance 

companies and extremely high for individuals. My reports will be the same 

amount whether working for the customer, a plaintiff attorney, or an 

insurance company. As opposed to my competitors, I actually follow USPAP 

and BOCAA guidelines. This limits my market, but I truly believe that by 

doing things the right way, my company will rise above the rest. 

 

What I’ve Witnessed: 

 

I have a few competitors that are obviously doing very well because they 

are working nationally for insurance companies and individuals. One of 
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them is providing reports nationwide and states the names of dealers 

they’ve allegedly spoken with in the local area. I've personally met with all 

of the dealers in the area and know for a fact that the numbers this 

appraiser states are not factual. Some of the dealer names they mentioned 

in their early reports didn’t even exist. In fact, I’ve gone back behind their 

work multiple times for litigation purposes and confirmed that the 

information they provided from these sales managers was not true. The 

other national appraiser that I’ve testified against recently works for two of 

the large insurance companies and says whatever they want him to say. 

I’ve beat him in court repeatedly because the things he says on the stand 

are preposterous to a Judge in comparison to my testimony. It disappoints 

me that my colleagues in the industry choose greed over integrity.  There’s 

little I can do about their actions, except to stand proud in knowing I’m 

right, and proving it every time in a court of law. 

 

What I love most about testifying is that insurance defense attorneys 

usually underestimate me. Although I'm currently working as an appraiser, 

as an auto adjuster I worked as a litigation specialist. I was not your 

average insurance adjuster that just followed company rules they didn’t 

understand. I studied insurance defense tactics, directed defense attorneys 

on winning strategies, developed the claims policies for our department, 

and have always handled every claim like a game of chess. Because of my 

background and experience I can review a competitor’s report from the 

perspective of a highly experienced insurance adjuster and whether I would 

accept or utilize that appraisers report. I’m not an attorney, but I’m an 

expert in my field and know a lot about the specific laws that apply to it.  
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Plaintiff/personal injury attorneys had always feared or respected me in the 

past, but now I assist them and they love me for it. 

 

Developing Dealer Relationships 
 

Often times when speaking with a client, they say that a specific dealership 

will not provide them with diminished value figures. One of the most 

important things that you learn from doing this business is that in order to 

do it successfully, you have to develop an effective approach to get dealers 

to cooperate with you. It took some time to establish a specific technique 

that increased cooperation. You have to develop a rapport with all of the 

used car managers in the area, and cultivate your relationship with those 

that will help you.   

 

Many dealers don’t want to cooperate due to fear of litigation. Over the last 

ten years, I've met with every used car manager in the area and our 

techniques often manage to get dealers that wouldn’t normally cooperate 

to do so. We’ve developed a massive database of managers that will and 

will not cooperate around the state of Louisiana. Even still, there needs to 

be a secondary approach in hopes of developing a future beneficial 

relationship with those that refuse to cooperate. The reason is that sales 

managers know that we get assessments from multiple dealerships and 

average the amounts. Since we do it this way, there is less liability for an 

individual dealership and they transfer the risk to the appraisal company. 

Used car managers want to focus their time on selling as many vehicles as 

possible and not spending time in court testifying. 
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If our appraisal is based on assessments from 3 to 5 dealerships, then the 

insurance defense attorney will subpoena us as opposed to the multiple 

used car managers that we acquired our data from. Additionally, since our 

appraisals focus on inherent diminished value which is how much the vehicle 

is perceived to decrease in value based on the vehicle history, it wastes less 

of the used car manager’s time going through a detailed inspection appraisal 

of a vehicle that the customer has no intention of actually trading in. 

 

Insurance adjusters often try to argue that dealers jack the depreciation 

assessment up higher than they would actually charge in the real world; 

however, it is not in the dealer’s best interest to provide a higher than actual 

amount because they are concerned the owner may ask the appraiser who 

will provide the highest trade-in value for the vehicle. Consequently, many 

dealers may actually state an amount that is slightly lower than they would 

charge in the actual market in hopes of getting the trade-in. 

 

Some adjusters balk at the high amount of diminished value that results 

from severely damaged vehicles and try to argue that a dealer would not 

actually diminish a trade-in as much as they state, but they have to 

understand that a dealer is in business to make a profit. Any reputable 

dealership is not going to want to try to sell a vehicle with a severe damage 

history on their lot. One reason is liability concerns. The other is that the 

consumer they attempt to sell the vehicle to will want such a large discount 

that the dealer can’t make a profit, so most dealerships have to sell a vehicle 

with a very poor vehicle history to an auctioneer. If they give the person 

trading the vehicle in too much for the trade, then they may experience a 
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loss when they sell the vehicle to the auctioneer. This is why used car 

managers diminish a vehicle with a severe damage history so much. 

 

We’ve gained a lot of experience meeting with and learning from used car 

managers over the years. Although a few are just too busy or uninterested 

in getting involved, most are very nice people and enjoy discussing the 

details of their activities. The vast majority are very happy to meet and 

speak with a diminished value appraiser because we assume a burden that 

they would prefer not to deal with. Plus we give them cookies . 

 

Every used car manager has a different way of determining diminished 

value.  Some want to know the specific details of the repairs while most are 

only concerned with the severity stated on the Carfax or Autocheck vehicle 

history.  Some use a percentage of vehicle value depending on the accident 

severity. Some use a comparison of NADA rough versus average versus 

clean trade-in value. This is why the best appraisal technique is to average 

the assessments of multiple local used car managers in the area near the 

subject vehicle. 

 

If you were to attempt to contact several dealers and try to get their 

opinion, you'll find that you're going to waste a lot of time and gas because 

many dealers don't want to get involved. Some will tell you their opinion 

verbally but won’t put it in writing. Some luxury dealerships you will find 

that there are so few dealers that you have to go to multiple cities, and 

most won't cooperate. Many used car managers are rightfully concerned 

about being brought into litigation and having to take off from work to 

respond to subpoenas. This is why they like to work with us because we 
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offer a potential shield from litigation by averaging assessments from 

multiple dealerships. 

 

Even if you personally manage to get a few opinions in writing, many 

adjusters are still going to demand that the results come from an unbiased 

professional. Also value is a subjective matter so even if an insurance 

company or attorney spends the resources to compel a used car manager 

to testify, it's still a matter of only that dealer's opinion. By having a licensed 

impartial appraiser gather information from multiple reputable sources, it's 

more economical for all parties involved to have the appraiser testify as to 

the results of the report. If your case is particularly difficult, we sometimes 

schedule to meet the client at dealerships to get the most accurate opinion 

possible.   

 

Our detailed and professionally formatted diminished value appraisal report 

uses industry accepted methods to assess the decrease in value, and can 

be submitted to the at-fault party for payment. Most adjusters admit that 

our reports are hard to refute. You may encounter a particularly difficult 

adjuster that is belligerent and refuses to honor a local market evaluation. 

Although the adjuster may argue that their formula is how it's done, they 

may just be following company orders and know deep in their mind that a 

market analysis is more accurate. Under these circumstances you might 

have to file in small claim court or get an attorney to pursue your claim, or 

you may just decide to negotiate an amount between the adjuster's figure 

and the professional appraiser’s diminished value report. 
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How to File a Claim 
 

When someone hits your car and causes substantial damage, you should 

plan to make a diminished value claim against their insurance carrier. 

Remember that in order to succeed, it will be your burden of proof to show 

that there is a difference in value between similar vehicles with a clean 

history, as opposed to your vehicle that has been repaired. You must 

present the facts and professional opinion necessary to prove that your 

vehicle has a measurable difference in value because of the accident. 

 

It’s best as early as possible in the claim to discuss the issue with your 

adjuster to get an idea of their attitude on the matter. Let them know at 

the onset that you intend to pursue a diminished value claim. If their 

attitude is fine and they ask you to present evidence of your claim then you 

might not have too much trouble from them. If they make an offer early 

on, then you might want to consider investigating an accurate amount for 

your vehicle’s diminished value because insurance adjusters are skilled at 

paying as little as possible. If their attitude is negative from the onset and 

they say something like you have to sell your car to experience diminished 

value, then you know you’re going to have problems from them. 

 

After you have reliable documentation establishing an amount for your 

diminished value, the first step in pursuing a claim is to make a formal 

demand by presenting your information to the insurance company and 

informing them that you anticipate their paying your damages. You’ll need 

to send something in writing to the adjuster specifically addressing how 

much your diminished value is, and demanding payment. One of the best 
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ways to do this is via email because there is a specific time and date stamp 

associated with electronic communication. The next best way is to send a 

fax and make sure you keep the confirmation page. The third method is to 

send a letter via mail. If you must mail the letter, it’s best to track its 

delivery certified with return receipt requested to make sure they received 

it. If you like to be meticulous, you can use all three methods, just be sure 

that the documentation doesn’t deviate from one method to the next. 

 

If you utilize a diminished value appraiser then they should be able to 

provide you with a sample demand letter. We have a free sample demand 

letter on our website at https://www.diminishedvaluemethod.com/sample-

demand-letter-for-diminished-value/ You should be able to find plenty of 

additional sample demand letters online. It’s important to include all 

information the company will require and be certain that your demand is 

clear and concise. It’s also good to include a deadline date in all of your 

demands. This helps to prevent the adjuster from dragging things on. Also, 

If you have to incur additional expenses and your cost goes up, for instance 

you have to litigate the matter, then you don't want the adjuster going back 

to the amount in your outdated demand letter. Ten to thirty days from the 

date received is a good customary deadline because adjusters can be very 

busy people and might not have a chance to respond earlier than that. 

 

After the demand you may need to follow up for a response. It’s best at this 

point to limit your communication to requesting a written response to your 

demand. You want to avoid getting into a discussion about diminished value 

as the adjuster may be better equipped or downright belligerent. If you can 

communicate by email then by all means do so because everything is time 



The Secret of Diminished Value in Louisiana  
Brought to you by www.diminishedvaluemethod.com   

Providing Automobile Diminished Value Appraisals in Louisiana. Call (888) DIMVALU for more info. 
 
 

 
 
 - 36 - 
 

and date stamped. Otherwise, wait a couple days after the deadline and 

make a follow up call. Try your best to speak with the adjuster in person, 

but if you absolutely have to leave a message then consider periodic follow-

up calls. Remember to limit your verbal communication on the matter 

unless you consider yourself to be a skilled negotiator. Try to be courteous 

and it’s important that you always under all circumstances avoid an attitude 

with the adjuster. This almost always results in an adversarial situation 

where the adjuster will be difficult to deal with. Even to this day where I am 

a neutral party attempting to help the vehicle owner, I occasionally get an 

irate person that rubs me the wrong way. Keep in mind that my goal is to 

help the vehicle owner, so imagine how their adjuster will respond to them 

if they have an attitude to me (the person helping them). Some people don’t 

realize how they come across so you might want to practice your approach 

with a bystander to make sure you’re not giving off any negative vibes. 

 

If you receive a written response, then it should either be a settlement offer, 

a denial, or a request for additional information. If there are no issues 

regarding disputed liability, then adjusters are supposed to respond in good 

faith within 30 days. If they don’t do so you may wish to contact their 

supervisor or notify the Department of Insurance. Try to keep in mind that 

the Department of Insurance cannot help you with disputes over the 

amount. Only a court can do this. All they can assist you with is if an 

adjuster doesn’t respond within the proper legal time limits. 

 

If the adjuster makes an offer, then you must decide if you will take it or 

not. If you don't like the offer, you need to evaluate what you are willing to 
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accept and try to negotiate a settlement by making written counter offers 

until you come to an amicable resolution.  

 

If they request additional information then try to provide the information 

they requested or you may need the assistance of a professional.  Many 

adjusters will require an unbiased third-party report. 

 

If they deny your request then you may have to utilize a professional to 

assist you. Feel free to give us a call and we’d be happy to discuss your 

situation. Sometimes you’ll have to convince the adjuster. We’ll be happy 

to go over your claim and may be able to provide suggestions since we have 

experience working with insurance companies for so long. Ultimately 

depending on the circumstances you may need to seek legal remedy. 

 

 
Trends in Louisiana Diminished Value 
 

Although the vast majority of our clients are attorneys or individuals, since 

the company was formed by a Louisiana licensed insurance adjuster, a few 

insurance companies and their lawyers have hired us to refute or review 

other company’s reports. I can confidently say that our company’s reports 

are superior to most of what I’ve seen from competitors. Inexperienced 

adjusters from insurance companies may tell you that they disagree with 

our way of appraising diminished value, however when the case goes to 

court, their attorneys agree with our methods or even hire us. I’ve had 

insurance defense attorneys admit to me that formulas aren’t working and 
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that local courts are looking towards the assessments of local used car 

managers. 

 

Formulas are completely inaccurate because the main determinant of value 

in an area is how much vehicles are selling for at local dealerships. In a 

given area you will have multiple used car managers using multiple different 

formulas. We’ve reviewed competitor reports that use various formulas that 

are basically variations of the 17C formula, but the bottom line is that a 

formula treats every vehicle the same and has no way of accounting for 

what is actually taking place in the market. Although you can make 

modifications in the formula based on the value or type, you can never truly 

capture the nature of a vehicle’s supply and demand scenario on the local 

market. 

 

The biggest difference in other companies and us is that we have been 

meeting with used car managers all over the state of Louisiana for 12 years 

so we’ve been learning about local market trends that other appraisers 

know little of.  We actually take the time to meet with local used car 

managers for the specific model and average their depreciation 

assessments. Every vehicle make and model is different and has a different 

supply and demand in the market, so we have learned a lot about trends 

for specific makes and models in the local market.  Some of it is common 

sense such as trucks are diminished less because truck owners are less 

discerning about minor prior damage to the vehicle.  Other aspects are not 

so apparent, such as some certain makes are diminished less in the market 

for similar damage as other comparable makes due to their demand or lack 

thereof. 
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One of the most frustrating aspects of appraising diminished value are the 

discrepancies on vehicle history reports. Carfax and Autocheck primarily get 

their information from the initial police report. Although some body shops 

and insurance companies report to them, it is rare. Most body shops do not 

have the technology to report, and insurance adjusters are too busy to 

report the specific details of the accident. Insurance companies report to 

ISO indexing, however for some strange reason, Autocheck and Carfax are 

not tied into the same data. Almost always, the information on the vehicle 

history directly reflects the severity reported on the police report and police 

officers are unaware of the specifics of Carfax and Autocheck severity. 

 

We often get instances where the Carfax says minor damage and once the 

vehicle repairs ensue, frame damage is discovered. We frequently get 

vehicle histories that report minor damage and the repair estimate is 

$15,000 or more. This especially occurs with luxury vehicles because the 

repairs to high end vehicles cost so much more than regular vehicles. A 

Mercedes may have what looks like minor damage to the rear, but the police 

officer is unaware of the technology and sensors in the bumper that cost 

$15,000 to replace. This can go both ways, we sometimes get vehicle 

histories that say moderate to severe when the repairs cost only $3,000.   

 

The bottom line is that most used car managers are concerned with what 

shows up on the vehicle history, not necessarily the true extent of the 

repairs. When they go to sell the vehicle, the severity rating on the Carfax 

or Autocheck (minor, moderate, severe) is what affects the resale value the 

most. We just recently reviewed a case on a Lexus where the Autocheck 
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said slight damage, the Carfax said very minor, yet the repair costs were 

$23,000. The local Lexus dealers weren’t concerned about the extent of 

repairs, only what appears on the vehicle history. Since Louisiana is not a 

full disclosure state, their customer will not know the full amount or extent 

of prior repairs, all they will see is what appears on the vehicle history, and 

this is what will affect their behavior when negotiating the resale of the 

vehicle. 

 

Conclusion  
 

We hope that you have enjoyed this publication and that you have found it 

informative and useful if you are involved in an accident. 

Whatever you do, don’t be afraid to assert your right to diminished value. 

Rather than follow the insurance company’s pre-determined guideline, 

stand up and demand your rights! Consider addressing the issue of 

diminished value to your vehicle before signing any legal 

documents. 

 

Don't hesitate to contact us if you need any assistance with your claim.  

Remember that while it may cost a small fee to get a thorough analysis of 

diminished value, you will be equipped and experienced enough to know 

how to properly pursue the compensation that you are justly due. 

 

Please feel free to contact us at (844) DIMVALU if you have any questions 

or concerns. We’d be glad to provide a free initial evaluation of your claim. 
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All the best, 

 
Keith A. Smith, Diminished Value Method, LLC 

IACP Certified Auto Appraiser #997911195 / LA Adjuster License #470196  


