BETTER RECORD KEEPING
FOR COLLISION CENTER OWNERS
Background:
Many medium and small sized shops do not yet keep their records in a way that allows them to generate the best possible management data.  By using the enclosed guidelines and forms, you will be able to better analyze your shop position and potential.  Comparing this information to Industry Benchmarks will give you additional tools to manage your day to day operations.

Materials included with this Guide:
· First, a list of definitions will assure that we will share the same terms for the categories of sales and costs you will be tracking.

· Second, a set of procedures that will enable you to use the data forms efficiently.

· Finally, samples of the actual forms are included for your use.  These forms can be used “as is” or they can be modified to fit your shop’s specific needs.

Shop owner action:

By making the few changes needed to adopt the Better Record Keeping Guidelines, you are taking the first step toward being one of the progressive shop owners of the 21st century.  Using the enclosed forms, accumulate one month’s worth of data, and enter the data on the Benchmark data form along with your responses to questions regarding your unique strengths and weaknesses.
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1.  DEFINITIONS 

Gross Sales
The total of all sales; parts, labor, materials, and sublet

      
Direct Costs
All costs directly involved in the repair (parts costs, labor costs,




material costs, and all sublet costs) 


Labor Costs
The true cost of labor includes health plans, vacations, sick leave, etc.




A practical method to calculate the actual labor cost is to add 25-30%




to a technician's rate.  (Ex. $10/hr. + 30% = $13/hr. True Cost)


Sublet Costs
Sublet repairs include any repairs done to the vehicle by an outside




business.  Typical sublet repairs include glasswork, alignments, and




towing.


Material costs
Materials used in the refinish process consist of paint, sealers, primers,




sandpaper, tack rags and cleaners.  To most effectively manage usage




and eliminate waste, many shops run separate categories for refinish 



materials and metal shop materials.  They follow the insurance industry 



guideline of including refinish materials in the material cost category 



and assigning metal shop materials to an overhead account.


Gross Profit
Gross Sales - Direct Costs = Gross Profit

      
Overhead
All operating expenses that are not related to actual vehicle repairs.




Examples: rent, advertising, administrative wages, utilities, etc.

      
Net Profit
Gross Profit - Overhead = Net Profit




 Gross Sales
100%


         


-Direct Costs
  60%





 Gross Profit
  40%




-Overhead
  30% 




 Net Profit
  10% 




Note:
Many shops exceed these standards.  





They should be considered your minimum standards.
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Suggestion:  The Procedures described on this page, may seem difficult until you have reviewed the forms, which are described on the next page.  Read both pages, then look over the forms, then reread the Procedures.  The procedures are really quite easy to adopt, and many shops are now producing more useful management data as a result.

2.  PROCEDURES

There are four cost centers in the collision repair process; labor, parts, materials, and sublet. Documenting the costs and measuring the profit for each is the first step toward the more sophisticated record keeping that will make you more profitable in the future.

Sales and cost information is most efficiently gathered as each repair is processed:

As parts arrive for the vehicle, costs can be posted on the order, or a copy of the parts invoice can be attached for later processing.  Requiring your part suppliers to provide separate invoices for each job, is a procedure that will allow you to save time and avoid confusion.

Tracking labor costs is similar to tracking parts costs.  Your technique will depend on the type of pay plan in use in your collision center.  Flat rate plans are already tracked for each repair because of the method of compensation.  Percentage pay plans are similar and are tracked by repair.  Shops using either of these pay plans, should adapt easily to tracking labor costs by order.  Shops using an hourly or salary pay plan (with incentives) may find that tracking labor costs for each repair is not practical.  The forms make it easy to produce a monthly total of metal and refinish labor sales and cost.  For MVP purposes, this will be adequate.

Sublet work should be handled in the same manner as parts purchases.  Once a sublet repair is completed, the cost and sales should be posted on the repair order.  When the order is processed at completion of the repair, the sublet information can be transferred to the log sheet. 

Material sales should also be posted to the log sheet as each job is completed.  Material costs can be accumulated on the log sheet, but on a monthly basis, since detailed refinish material cost per job would be impractical. Remember, be careful not to include metal work materials. 

3.  FORMS
Sales and Cost Log:  This log will allow you to efficiently track the sales and costs (by category) for each job, and then to determine your monthly total for each category of sales and cost. 

Check Register:  This form provides a method of tracking monthly costs by category.  When payments are made, simply fill in the date, check number, payee, and the amount in the appropriate column.  This is particularly useful in tracking total refinish materials that are not tracked by job.

