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2010 — Overview

Fiscal year 2010 continued the forward movement generated in FY 2009. FY 2010 saw an all-
time high of more files being opened and more dockets being filed. Notices of Violation (NOV) surged
this fiscal year, more than double the amount of citations written last year. The violation of failing to apply
timely for titles was down approximately 12% from the last year no doubt due to the extension of the
expiration of the buyer’s E-tag from 20 working days to 60 calendar days.

11 sessions of Dealer Training Seminars (DTS) took place in 10 different venues. For the first
time, an extra day had to be added to the schedule because of the demand in the Fort Worth area. The
total number of attendees over the last 11 years of DTS now extends to over 13,052.

Use of the E-tag system became mandatory in October 2009 and consequently the issuance of
buyer’s tags is up over 1.1 million.

Reimbursements to consumers as a result of mediation efforts by investigators and attorneys
totaled over $224,817.

The over-riding event for most employees however was the transfer of four motor vehicle service
divisions from the Texas Department of Transportation to the new Texas Department of Motor Vehicles
(DMV). The Motor Vehicle Division, Vehicle Titles and Registration Division, Motor Carrier Division, and
the Auto Burglary & Theft Prevention Authority were all placed under the purview of a new nine member
Department of Motor Vehicles Board. The new Executive Director of the agency later reorganized these
divisions and added more to bring the department to eight total divisions. Standing up the new agency
was an extraordinary challenge that is on-going but to the credit of the agency and its staff, the customers
of the new DMV experienced a seamless transition.



Investigations Opened

A trend starting three years ago continues with an increased number of complaints received. A
shift towards more complaints coming from internal sources and other agencies is evident from the
numbers.

With the backlog reduced and virtually eliminated this year, Enforcement was able to devote more
resources to inspection of licensees and applicants. This is reflected in the 41.5% increase in internally
generated files. Consumer-driven complaints dropped from 43% last fiscal year to 28%. This could be
attributed to the increase of time given for the buyers tag from 20 working days to 60 calendar days. This
additional time has brought the Failure to Apply Timely for Title violation total down also. Complaints from
Tax Assessors and Collectors and other agencies have continued to rise, this year reaching 21%.

OTHER LAW
LGENSES ey acences D ewrorce 'WER ANON roraL
FRANCHISE 159 469 44 0 19 347 73 1111
INDEPENDENT 81 1042 976 90 1967 40 4198
UNLICENSED 49 229 258 34 208 23 808

OTHER

LICENSEE 12 21 8 0 5 70 5 121
TOTAL 301 1761 1286 9 148 2592 141 6238

COMPARED TO PRIOR YEARS HISTORY

OTHER LAW
P | SR | Somsy | acencies, | ER. | enrorce-| "IE | ANONY | roraL
2002 430 1910 721 66 265 616 318 4326
2003 474 1885 1344 94 221 940 260 5218
2004 530 1670 1026 65 370 866 319 4846
2005 642 2066 480 17 905 986 271 5367
2006 375 1773 469 1 648 1123 235 4624
2007 339 1430 466 21 265 634 179 3334
2008 366 1806 571 0 255 507 212 3717
2009 361 2123 1005 1 175 1112 123 4900
2010 301 1761 1286 9 148 2592 141 6238
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“COUNTS” WITHIN COMPLAINTS FILED

The figures above represent files that were opened as a result of a complaint. However, many
complaints involved two or more actual allegations of violations. For example there might be one file
opened about a dealer not applying timely for titles. In the course of the investigation more actual
violations might be found such as inadequate or no records being kept. Being able to identify the
individual counts and other violations allows for more accurate reports on the type and number of
violations being looked at, but also to better account for time spent on investigations. In FY 2010,
Enforcement opened 6238 files, which is an all-time high. These files actually involved 13,512 alleged
violations, twice the number of files opened.

TYPES OF VIOLATIONS BY COUNTS WITHIN FILES
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Looking at a total of 13,512 counts compared to the 9911 counts in FY 2009,
figures show that handling titles still remains the number one problem though down 7%
from last year. This category includes: not applying for title timely, keeping open titles,
and not having title when vehicles are sold.



FY 2010 - FILES OPENED AND COUNTS WITHIN THE FILES - COMPARISON WITH

PRIOR YEAR
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FILES OPENED BY TYPE OF LICENSEE
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COUNTS IN COMPLAINTS OPENED ON FRANCHISED DEALERS IN FY 2010

Unlicensed

Sales
7%

Taxes

Frauds
10%

2%

Records
12%

Premises
5%

Title Transfers
33%

Tags/Plates

8%

Ads
14%

Other
7%

Buyers Guide

2%

In the past
advertising violations
seemed to represent the
primary issue for franchised
dealers. This year ad
violations have dropped for
the third year in a row to
14% of the total counts for
franchised dealers. Title
transfer problems are now
the number one issue for
franchised dealers
representing 33% of the



COUNTS IN COMPLAINTS OPENED ON USED DEALERS IN FY 2010

Independents had a total of
4198 files opened which contained
9439 counts.  Used vehicle dealers
have historically had the highest
number of enforcement complaints
regarding title transfer problems. In
FY 2010 this figure dropped from
24% in FY 2009 to 15%. The counts
on Premises and Record violations
came in at 2" and 3™ place this
fiscal year.
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Investigations Closed

HISTORY OF FILES CLOSED

6000
5000 ] — — 1 Looking at the
4000 ] L history of closing
. files, it becomes
3000 1 _ apparent that the
2000 - — average per year
1000 - - of closing files is
0 increasing.
2004 | 2005 2006 | 2007 2008 | 2009 2010
mClosed | 4125 | 4546 3008 | 5226 | 5102 | 5102 5324

FY 2010 HOW FILES CLOSED

2500
2000 - — — — ————— e —
<o S
0004 ————- ———— - ——. - R --
5004+ -8 _fL_ . - - -
0
2005 2006 2007 2008 2009 2010
DOCKETS 1886 1615 1160 1353 1986 1653
® INADEQ RESOURCES 308 119 1090 260 208 178
B OUT OF BUSINESS 439 247 890 712 1099 597
¥ CURE & WARNING 937 656 883 874 908 1216
# NO VIOLATION 689 318 834 1449 1453 1310
REFERRED 105 49 178 193 320 185
MEDIATION 146 80 172 114 148 93
VOLUNTARY REVOCATION| 36 14 18 85 73 80

There were 5324 investigative files closed in the FY 2010 as a result of the continuing clean-
up of old stale complaints an all-time high. 25% were closed as no violation found. Of the 1310 files
that were closed no violation 313 were proactive inspections. The number of investigative files
associated with dockets dipped slightly from 32% last year to 31% in FY 2009. Inadequate Resources
is a category that has continued over the years and is defined as a result in which the cost of pursuing
the respondent would be more than the benefit gained.



HOW INVESTIGATIONS WERE CLOSED
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Dockets Opened

After doubling in number in FY 2009 from FY 2008, the number of dockets filed in FY 2010 rose
again 18%. This is an all-time high both in written complaints received and number of dockets filed.

HISTORY OF DOCKETS & COMPLAINTS FILED
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HISTORY OF DOCKETS FILED BY TYPE OF LICENSEE

2000
1500+
1000
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O Used Car Dockets 754 656 645 583 1175 1502
B Franchised Dealers 173 98 145 170 267 226
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COUNTS IN ALL DOCKETS FILED

The increase in the number of dockets files is a result of both more complaints, but
also the fact additional resources have been added to Enforcement in terms of an additional
attorney and several investigators. These additional resources have allowed a faster
scrutiny of current cases and a quicker turnaround in complaints received.

Of the 1788 dockets filed, there were 7359 counts of different violations.  Title
transfer problems which include the number one violation of failing to timely transfer and

record violations together represented almost half of the violations represented.
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HISTORY OF DOCKETS FILED AGAINST FRANCHISED DEALERS

The number of dockets
filed against franchised dealers
declined slightly from last year.
The 226 dockets filed against
franchised dealers is actually
12.6% of the total number of
dockets filed
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Failing to timely apply
for title was the number one
problem alleged in franchised
dealer dockets. This violation
represented 33% of those
dockets filed against
franchised dealers in FY 2009
and that percentage has now
risen to 47%. The number 2
violation for franchised dealers
is record violations.
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COUNTS IN DOCKETS FILED AGAINST USED VEHICLE DEALERS

The 1502 dockets filed against used vehicle dealers in FY 2010, contained 5406 alleged
violations. Number one problem for used vehicle dealers this past year has been retaining records.
Title transfer problems remains at number two.
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HISTORY OF DOCKETS CLOSED
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HOW DOCKETS WERE CLOSED IN FY 2010

1500+
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The following chart is a breakdown of how dockets closed in the fiscal year by type of licensee.

Franchised Independent Other Unlicensed
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DISMISSALS 11 57 2 2
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In FY 2010, 256 dockets were closed
in which hearings were held. Most of
the dockets that do go to hearings end
with default hearings in which the
respondents do not show up, primarily
because they have gone out of
business by the time the hearings are
held. 86% of hearings held were
defaults.



The Notice of Violation (NOV) Process

All the previous discussions and charts of investigations and dockets opened and closed include
the NOV figures. This section provides a detailed look at the NOV data independently.

The stated purpose of the NOV is to have more of an enforcement presence in the field; address
the more minor violations that were often neglected; alleviate some of the paperwork from the attorney
staff; educate and stress to the dealer body the importance of following all the rules and enforcing those
rules through a less expensive procedure; and, develop a more accurate history on dealer violations. The
fines range from $50 to $200 for minor violations. An investigator also has the ability to write the dealer a
warning citation.

Once a citation is written, whether a warning or a fine, the citation is entered into the database as
a historical item on the dealer. A fine is treated similar to a docket and the dealer has all rights of due
process including the right to request a hearing on the NOV. Failure to return the Agreed Order attached
to the NOV with the prescribed fine will result in a notice of a hearing setting on the citation being sent to
the dealer.

At the close of FY 2010 enforcement investigators had issued 546 NOV citations. This is a 143%
increase over the 224 issued in 2009. These 546 citations represent 9% of the total investigations
opened in FY 2010. But this is strictly the number of citations issued. The counts in the citations are
more revealing.

HISTORY OF NOV CITATIONS ISSUED BY LICENSEE
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COUNTS IN NOV CITATIONS OPENED IN FY 2010

In FY 2010 there were 729 counts in the 546 citations issued. One can see tags and plates
violations take the number one spot edging out records violations which held the number once spot last

fiscal year. Lack of buyer’s guides came in third.

VIOLATION TYPE FRANCHISED UNLICENSED
BUYERS GUIDES 7 3 182
CURBSTONING - UNLICENSED
CONSIGNMENTS 1 1 10
CURBSTONING - LICENSED 1
FOREIGN DEALER RULE 1
PLATES 8 4 212
PREMISES 8 40
RECORDS 14 2 192
RIGHT OF WAY 2 1 11
TAGS 1 1 20
OPEN TITLES 5
TOTAL 41 12 674
FY 2010 — HOW NOVS WERE CLOSED (COUNTS)
AGREED
VIOLATION TYPE ORDERS DISMISSALS WARNINGS
BUYERS GUIDES 144 46
CURBSTONING -
UNLICENSED
CONSIGNMENTS 12 1
CURBSTONING - LICENSED 1
FOREIGN DEALER RULE 1
PLATES 124 92
PREMISES 34 16
RECORDS 158 54
RIGHT OF WAY 10 1 4
TAGS 12 10
OPEN TITLES 4 2
TOTAL 499 1 226
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The amount of civil penalties paid in FY 2009 by licensees who received NOV citations doubled
from last fiscal year. Over two-thirds of all penalties came from record-keeping, no buyer’s guides, and
failing to remove plate violations. The NOV figures are included in the overall civil penalty figures
described hereafter.

FINES PAID ON NOV CITATIONS IN FY 2010

VIOLATION TYPE FRANCHISED INDEPENDENTS OTHER TOTAL

BUYERS GUIDES $500.00 $17,100.00  $1,150.00 $18,750
CONSIGNMENTS $800.00 $800
FOREIGN DEALER RULE $100.00 $100
PLATES $250.00 $3,450.00 $50.00 $3,750
PREMISES $500.00 $1,950.00 $2,450
RECORDS $1,250.00 $17,900.00 $300.00 $19,450
RIGHT OF WAY $100.00 $1,000.00 $1,100
TAGS $250.00 $100.00 $350
TOTAL $2,600 $42,550 $1,600 $46,750
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Civil Penalties

Each fiscal year dockets are closed that represent cases filed not only from the
current fiscal year but also from several fiscal years in the past. The figures below represent
the total amount assessed in that fiscal year and the amount paid in that fiscal year regardless
when assessed. There will always be a larger amount owing as penalties are assessed in
default cases on those respondents who do not appear for a hearing and will never pay.
These figures include the NOV data.

$2,500,000

$2,000,000

$1,500,000

$1,000,000

$500,000 -

2005

2006

2007

2008

2009

2010

B PAID

$1,043,050

$736,250

$827,450

$913,500

$1,057,700

$807,949

0 ASSESSED

$2,289,350

$1,655,650

$1,377,950

$1,751,483

$2,093,100

$1,589,750

CIVIL PENALTIES ASSESSED DURING FY 2010 BY TYPE OF LICENSEE

A total of $1,589,750 in penalties was

$228,950 assessed on dockets closed in this fiscal year.
$16,400 $375,850 . ;
61% of this amount was assessed against
independent dealers; 24% against franchised
vehicle dealers; 14% against unlicensed entities;
$968.550 and, 1% against other Licensees.

O Franchised m Independent O Other Licensee O Unlicensed
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AMOUNTS ASSESSED PER VIOLATION CLASS IN FY 2010
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$807,949 was actually
paid in fines during FY 2010.
This figure includes all civil
penalties paid within the fiscal
year, regardless of whether the
docket was closed or not.
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This chart is not entirely correct
as it represents the amount paid
per docket closed and not really
per violation. Additional LACE
programming is needed to
distribute the civil penalty
among the different violations in
a docket. The violations
displayed here are the primary
violations designated in each
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Midland-Odessa DTS

Outreach Efforts

DEALER TRAINING SEMINARS

In an effort to reduce the number of violations by licensees unaware of the laws, rules
and policies that regulate motor vehicle sales and distribution, enforcement started an education
program in 2000 known as the Dealer Training Seminar (DTS). The DTS is presented at
different locations each year throughout the state. Last year MVD visited 10 different locations
and presented a total of 11 days of instruction. The free seminars are scheduled and located in
such a manner that every dealer in the state receives an invitation at least once every two
years, ensuring everyone has an opportunity to attend and receive updates on changes to the
laws, rules and regulations that affect the motor vehicle sales and distribution industry in Texas.

By the end of FY 2010, the total of attendees over the last ten years reached 13,052.
Approximately 65% of attendees were independent dealers, 14% were affiliated with franchised
dealerships, and the remaining attendees included tax assessor-collector staff, law
enforcement, and other persons who may be considering becoming a licensee.

The program consists of the basic laws involved in operating a motor vehicle dealership,
ranging from licensing requirements, daily operations, titling, taxes, financing and advertising.
Speakers include staff from not only the enforcement section of MVD, but also from the Vehicle
Titles & Registration Division of TxDOT, the Office of the Consumer Credit Commissioner, and
the Texas Comptroller’s Office.

DTS provides an excellent opportunity to educate the dealer population that has no legal
requirement to become educated, and gives the licensees an opportunity to meet MVD and
other agency staff members. Such face-to-face meetings have resulted in more understanding
on the part of all involved as to the challenges faced by regulators and licensees alike. Most
licensees take advantage of the opportunity to talk with agency personnel and ask questions
they have been unable to resolve over the phone.
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Another opportunity DTS presents is the ability to directly poll the licensee body on
issues that affect the industry. Such information is useful to the division in considering policies
and rules.

A summary of attendance figures and answers to survey questions taken over the years
at DTS seminars follows.

Fiscal Year 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 TOTAL
Attendees 339 920 1472 809 728 1006 952 1373 1885 1843 1725 13052
Survey

Responses 0 637 944 531 593 778 706 1077 1542 1450 1322 9580

Your Business Affiliation?

Franchise 0 135 114 68 124 141 142 212 340 241 184 1701
Indep 0 374 659 413 403 555 433 627 889 874 860 6087
Other Licensee 0 62 75 6 12 3 33 25 40 36 292
Other Agency 0 39 46 43 41 169
Other
Unlicensed 0 43 53 50 33 39 95 a7 43 43 56 502
No Response 0 23 43 27 31 33 119 199 209 145 829
0 637 944 531 593 778 706 1077 1542 1450 1322 9580

If you are a Texas dealer, how long? If you work for a dealer, how long have you worked in the
business?

<lyr 0 92 163 91 88 85 71 61 0 0 0 651
1-10yrs 0 282 371 212 249 360 259 138 0 0 0 1871
> 10 yrs 0 165 229 174 202 220 212 96 0 0 0 1298
Not applied yet 0 61 101 18 14 40 30 9 0 0 0 273
Waiting on Lic 0 8 0 13 16 0 0 0 37
No Response 0 37 80 28 40 60 118 43 0 0 0 406
0 637 944 531 593 778 706 347 0 0 0 4536
Have you attended a previous TxDOT Dealer Seminar?
Yes 0 0 0 0 153 264 170 302 541 544 501 2475
No 0 0 0 0 432 507 528 763 960 862 790 4842
No Response 0 0 0 0 8 7 8 12 41 44 31 151

593 778 706 1077 1542 1450 1322 7468

Overall, how would you rank the dealer training seminar?

Excellent 0 313 404 270 321 455 357 557 922 876 703 5178
Good 0 246 345 217 212 248 264 414 463 427 502 3338
Fair 0 25 23 18 10 18 21 15 20 19 40 209
Poor 0 6 1 2 2 2 1 0 0 2 0 16
No Response 0 a7 171 24 48 55 63 91 137 126 77 839

637 944 531 593 778 706 1077 1542 1450 1322 9580

Are you in favor of continuing education for dealers?

Yes 0 550 903 512 575 759 679 1042 1469 1393 1274 9156
No 0 12 24 9 8 9 15 19 34 22 25 177
No Response 0 75 17 10 10 10 12 16 39 35 23 247

0 637 944 531 593 778 706 1077 1542 1450 1322 9580
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Should the continuing education be mandatory?

Yes 0 435 593 331 407 540
No 0 167 319 179 165 213
No Response 0 35 32 21 21 25

0 637 944 531 593 778

679
15
12

706

711
341
25
1077

1034
445
63
1542

975
417
58
1450

Should new applicants be required to pass a test before becoming a licensed dealer?

Yes 0 273 489 308 352 454
No 0 140 349 191 216 297
No Response 0 224 106 32 25 27

637 944 531 593 778

Are you in favor of licensing Salespeople?

Yes 0 268 432 228 0 36
No 0 224 420 252 0 46
No Response 0 145 92 51 0 9

637 944 531 0 91

411
273

22
706

269
399

38
706

604
427
46
1077

425
564
88
1077

872
596
74
1542

623
800
119
1542

852
523
75
1450

560
760
130
1450

842
439
41
1322

732
536
54
1322

365
483

57
905

Should new applicants be required to attend a course like this before receiving a license?

Yes 0 0 0 0 489 652
No 0 0 0 0 91 110
No Response 0 0 0 0 13 16

0 0 0 0 593 778

Do you have access to the Internet?

Yes 0 0 0 0 0 160
No 0 0 0 0 0 3
No Response 0 0 0 0 0 4

0 0 0 0 167

Are you in favor of the E-Tag?

Yes 0 0 0 0 0 0
No 0 0 0 0 0 0
No Response 0 0 0 0 0 0

0 0 0 0 0 0

6) Is your attendance as the result of an Agreed Order?
Yes
No
No Response

617
75
14

706

674
25

706

455
71
26

552

a. Is this the first time you have had contact with Enforcement?

Yes

No
No Response

b. Did the investigator treat you in a professional and courteous manner?

Yes
No
No Response

22

909
145
23
1077

731
39

779

649
94
36

779

1310
168
64
1542

O O o o

O © o o

1170
224
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O O o o

O © o o

1090
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O O o o

O © o o

83
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25
417

115
112
190
417

148

50
219
417

6547
2700

333
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3548

685
9580

3206
3948

729
7883

6237
1010

221
7468

1565
67
20

1652

1104
165
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RED FLAG PROGRAM

The Red Flag program is a specialized program that is presented to the local tax assessor-
collectors of the state. The program is designed to teach the front-line agent to quickly recognize a title
anomaly that would signal a possible odometer rollback. MVD investigators who are trained in odometer
fraud have been training the staff of tax collectors for over nine years now. In FY 2010 four different Red
Flag seminars were presented to 191 attendees from TAC offices and law enforcement in Howard,
Denton, Tarrant, Dallas, Kaufman, Johnson, and Hood County.

LAW ENFORCEMENT TRAINING

Because Dealer law is not covered in the police academies, MVD also travels to various law
enforcement venues to train officers. This last year 347 law enforcement officers across the state in 17
different sessions received training on E-tags, dealer laws, curbstoning and general information on DMV
operations.

Red Flag and DTS and many of the law enforcement trainings that are hosted by Enforcement
are accredited for TCLEOSE credit for any officer that attends the sessions.
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E-TAGS - FY 2010
__ TAG TYPES ISSUED IN FY 2010 BY MONTH _|

M Emergency Buyers Converter g/%%i%% igzlﬁ: Internet Total A\I/D;i;)ée
SEP 1,651 197,676 52 37,229 35,630 2,523 274,761 9,158
OCT 2,770 189,644 57 37,329 37,897 6,605 274,302 8,848
NOV 1,430 177,686 59 34,285 32,402 2,400 248,262 8,275
DEC 1,116 198,585 58 35,637 36,678 5552 277,626 8,956
JAN 1,499 208,136 58 39,951 39,859 3,463 292,966 9,450
FEB 4,999 240,867 84 36,192 39,075 12,470 333,687 11,917
MAR 1,361 255,757 92 43,455 43,848 3,670 348,183 11,232
APR 1,072 226,637 91 39,447 42,431 32,195 341,873 11,396
MAY 0 235984 48 40,743 42,043 6,714 325532 10,484
JUN 0 226,615 83 42,629 43,713 8,667 321,707 10,724
JuL 0 242171 75 44,139 44,796 4,33 335517 10,823
AUG 0 244618 66 44,000 47,155 7,022 342951 11,062
TOTAL 15,898 2,644,376 823 475,126 485527 95,617 3,621,750

The Vision 21 Dealer e-Tag system became mandatory in October of FY 2010. As seen from the chart
above, the issuance of Buyer’s tags doubled within the year. Reports from law enforcement show officers
are particularly happy with the system as it has already been shown as a detriment to auto theft since
criminals can no longer hide behind a paper tag that cannot be traced.
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Fy2009 ~ FY2010
Emergency 9,295 15,898 Looking at a comparison of the tag issuance
Internet 14,647 95,617 between FY 2009 and FY 2010, one can see the
dramatic increase in usage once the e-Tag

Buyers 1,299,731 2,644,376
Supplemental 87,180 0 became mandatory.
Converter 298 84,243
Vehicle Specific 208,586 478,767
Dealer Agent 198,445 784,969
TOTALS 1,818,182 4,103,870

Buyers (Sales) Tags Issued FY 10
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The issuance of Buyers tags is a good indicator of how the dealer sales are improving within the state.
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