LOUISIANA USED MOTOR VEHICLE COMMISSION

STATE QF LOUISIANA

REGULAR MEETING
JUNE 20, 2016

BEGINNING AT 9:30 A.M.

3132 VALLEY CREEK

BATON ROUGE, LOUISIANA

REPORTED BY:

BETTY D. GLISSMAN, CCR
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APPEARANCES:

CHAIRMAN:
MR. JOHN POTEET
COMMISSIONERS PRESENT:
MR. TONY CORMIER {arrived
MR. RICEKY DONNELL
MR. RON DUPLESETS
MR . GEORGE FLOYD
MR. STEPHEN OLAVE
MR, KIRBY ROY
MR. HENRY "DARTY" SMITH
MR. DINO TAYLOR

MR. RICHARD WATTS
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HALLACK LAW OFFICE
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M5.

ME.

MR.

MR.

MR,

MR.

KIM BARON

DEREK PARNELL

MONA ANDERSON

TONYA BURKS

STACY GAUDIN

MONTIE WISENOR

NESTOR GUILLORY

PERRY ESPONGE

DWAYNE TAMBLING
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Page 4 §
1 (Pledge of Allegiance)
2 ME. POTEET: §
3 Kim, roll call, please. %
4 MS. BARON: ﬁ

5 John Poteelb?

6 MR. POTEET: b
7 Here, %
8 M5, BARON: é
9 Dino Tayior? %

it

10 MR. TAYLOR: %
11 Here.

12 MS. BARON:

13 Tony Cormier?
14 MR. CORMIER:

15 {No response.)
16 MS. BARON:

17 Ron Duplessis? g
ig MR. DUPLESSIS:

19 Here.

20 MS. BARON:

21 George Floyd?
22 MR. FLOYD:

23 Here.

24 MS. BARON:

25 Kirby Roy? g
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M.

MR,

M5,

MR.

M5,

MR.

members.

we've been short.

Commissioners in three years.

ROY ¢«
Here.
BARON:
Darty
SMITH:
Here.
BARON ;
Steve
OLAVE:
Here,
BARON:

Ricky

PDONNE L

Here,

BARON:

And

WATTS :

Yas,

BARON:

Mr. Chairman,

POTEET :

Ereellent.,

I'm glad you guys are here.

Smith??

Qlave?

Donnell?
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Richard Watts?

we have a quorum,

Welcome to the two new

We've been —-—

We haven't had 10 full

So it's great to have
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you here,

We're going to get started off with a
long day. The first thing I want to do, though, 1is
we need to make an amendment to the agenda. We need
to amend the agenda. TI'd like to put in as --
between the budget amendments and the ratification
of imposed penalties Mz, Merris' involce for the
month of April. So I'm making that motion Lo add
that on the agenda. I need a second.

MR. SMITH:
I*11l second.
MR. POTEET:

Second.

All in favor, say, "Aye."

{All "Aye" responses).

MR, POTEET:
Any opposed?
{No response.)
MR. POTEET:

o we'll slide it in. We had a unanimous
vote. We do have ocath of office for several
members. So we may have to do thalt volte again just
as a matter of == a technical matter. So we'll have
the ocath of office. We've got Ricky Donnell, Ron

Duplessis, Steve Clave, Dino Tayloyr, and Richard

iﬁ
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Watts.
{The ovath of office given.)
MR, POTERT:

Qkay. We're going to -=- we're golng to
real quickiy geo back and take a vote on that.
All in favor, say, "Aye."

(A1l "Aye" responses).
MR. FPOTEET:

Any opposed?

(No response.)
MR. POTEET:

All right. Do we have anyone here today

M5, BARON:
We do not.
MER. POTEET:

All right. We -~ since we didn't have a
our guorum at the last meeting, we've got to double
up on some of these things. We need an adoption and
approval of the minutes from April and May. I think
we can do those in one motion.

MR. OLAVE:

Mr. Chairman, I make a motion we adopt

the minutez for both April and May.

MR. POTEET:

T by

it
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Second?
MR. SMITH:

I'1l second.
MR. POTEET:

All in favor,

Page 8

say, "Avye."

(All "Aye" responses).

MiR. POTEET:
Any opposed?
(No response) .

MR, POTEET:

Those pass. Now, we'll get to the hard

work. Mona, run us through three months. This is a

~—— you realize it's a gquarter ol the year.

M&S. ANDERSON:

I do.

MR. POTEET:

All right. We

and budgef amendments to
MS. ANDERSON:

So we're going
of the statements and 1if
can ask them afterwards.

So 1f veou will

the financial statements

have our fiscal year end

covar.

to just hit the highlights

yvou have any questions, you

turn in your binders to

for the month ending March

31st, the cash in the bank at the end of the month

e e e e
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was $2,008,389, which was up about $222,000 from

March of last year. The hearing fines from February
were down., They decreased due to some write offs,
mainly the Wego Auto Sales, which we'll get into
that in a few minutes.

The current liabilities towards the --
I'm sorry, on the next page, were 548,406, which is
a normal balance., The deferred fees, which are our
second year revenue, we deferred those 2017 fees,
were $251,430. On the following page, the statement
of revenues and expenses and changes in net
position, the revenue was slightly lower -- I'm
sorry, significantly lower by about 5$285,000 due in
part to some large write offs of the —- of hearing
fines. And on this report on the last page, which
if you'll turn two more pages, you can see the
year-to-date figures.

The expenses increased aboui 335,000
primarily in the areas of computer-related expenses,
postage, and professional szervices. All of the
maintenance line items decreaszed for the month.

The vyear-to-date net position was

$345%,152, which was about a $320,000 decrease from

the prior vear, but that's mainly because we're §
L

comparing apples to cranges due to the different i
TSy 2 TR e g yais i i o ‘i"
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districts renewing,
And if you'll turn on to the following
two or three pages, vou'il have a month-to-month

comparison of the revenue, expenses, and net

position. And the chart shows the same figures, and

then a bar graph showing the year-to-date fee
revenue., And that chart shows our recovery of the
dip that we had was due to the recognition of the
pension liability on last year's audit. So we're
recovering from that figure.

The following report is the certificate
of deposit. There was ——- summary, there were no
changes in the CDs this month ~- in the month of
March. And on the final page iz the accounts
receivable for the fines. Fines of 515,450 were —-
I'm sorry $15,450 were assessed and paymaents of the

same were collected. Down at the bottom under the

Attorney General cases, we wrote off the 580,500 for

Wegoe Auto Sales. And the balance at the end of
March was $141,300.

Turning on to the statement for April, on
the statement of net position, the cash in the bank
was $1,967,000. Current assets were $2,518,000.
All the other assets remained pretty much the same.

The liabilities on the second page were $43,920 and
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the deferred inflows were -- that 2017 revenue was
5255,030.

On the following page, the statement of
revenue, expenses, and changes in net pesition, the
year-to-date revenue at the bottom of that page, the
third column, was 51,217,612, The year-to-date
expenses on the last page were 285 -- I'm sorry, the
expenses were approximately $73,000 increass. There
were three pay dates in April. 5o there was a
difference between thal month and last year. The
vear~to-date net position was $285, 907 compared to
$642,974 last year.

I'd like to bring to your attention under
the miscellaneous expenses account. In April, the
miscellanecus expenses totaled §8,238 and the year
to date was $11,744 and the reason behind that, the
~- when we reviewed the March and April bank
statements, it was noted that there were a number of
checks that were not in the check -- the check
seguence for the agency. We investigated and
determined that these checks were created using the
agency account numper and the bank routing number.
Various business names were at the head of the
check. There were various bank logos at the head of

the check, but the agencay banking information was at

e
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The total of the

Tmmediately on finding this, I spoke with

Mr. Parnell. We conta

bank has recovered all

cted the bhank.

To date, the

of our funds and we have

instituted internal controels that we had not done

before, but we feel this is a good answer to this

problem. We instituted a program called Positive

Pay with JP Morgan Cha

se, By using this program, we

submit our check register online and as the checks

are presented to fhe bank,

the bank compares that to

the register, sco that no checks ¢go through that's

not on that list. If

there s a check that 1s ncot

on the list, both myself and Mr.

Farnell receive an

e-mall dailly that indicates if there are any checks

that don't coincide with the registers.

According to the Revised Statutes, we

notified all of the agencies necessary. When

government funds -- when 1it's regarding government

funds, you must notify the bank,

Batcon Rouge Police Department.

of course, the

with the financial crimes division.

Legislative Auditor.

We filed a report

We notified the

We talked with our auditor,

John McKowen, who you've met and we discussed this

with Chairman Poteet.

As I said,

wWe

instituted the

iy Py

g
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FPositive Pay and we feel like it's werking. We've

talked to other agencies who have had experienced

this same type of fraudulent activity. It's just %
the nature of the game nowadays. But if you have %
any questions, T'11l be willing to answer whatever é
gquestions you might have about it. I think Chairman é
Taylor told us that he has bheen using Positive Pay §
and has had good experience with that. §
MR. TAYLOR: %
Yes, We called the same group. 1T %

believe it was the same people. A year later since %
we put it into play, they've tried to run checks on
us again and, just basically, they gei your routing
number and your checking account number and they
manufacture checks. Anyway, they —-- they
continuously were doling it to us for a while, but

they quit for a long time and now they're hitting us §

again, and the Positive Pay system has worked :
perfectly. It's more work on our ladies at the %
office, but it -« it does work, so. E

MR, POTEET:
Does anybody have any questions about any
of that?
(No response, )

MR. POTEET:
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I'm glad we were able to recover all the
funds. Sometimes -~ I had a situation like this in
a business that I was with more than 20 years ago
and it took almost four years to recover our funds
from the bhank., It was a much larger amount, akoutl
20 times that amount, but we did get it all back.
But, vyou know, once you give them your check -- once
yvou've given a check to somebody, they have all the
information they need. It's just a matter of how
can they get it back through the system. And
Positive Pay is the only way I know of to prevent
that, yeou know, because the bank -~ if the checks
looks good and if the signatures look right, the
bank doesn't have much reason not to pay the check.
So I think --

MS. ANDERSON:

The banks don't do -- you know,
previcusly in years past, the banks would compare
checks and signatures and things like that, and
that's gone by the wayside. The banks just run it
through a machine. So the Positive Pay is the only
soluticn to that and staying on top of 1it.

MR, POTEET:

Okay.

M5. ANDERSON:

e sy s

&
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1 And so the rest of the reports —-- again 5
2 on the next page, we have the revenue, expenses, and %
3 net position, month to month, and the graph of those %
4 figures. And then we have a pie chart of our é
5 revenue, which vou can see at this -~ we're at the %
6 end of our renewal period. 5o the majcority of our ;
7 fees are auction transaction fees or hearing fines. %
g On the report for the certificate of %
9 deposit, the Landmark CDs matured in April and it %
10 renewed at .60 percent. %
11 MR. PQTEET: ;
12 One gquick guestion, and 1 apologize, E
13 follow-up gquesticon te the -- to the proklem with the é
14 checks. When were those checks actually written, %
15 like were they were they trying Lo -- wére They §
16 negotiated in March, is that how we caught 1t? %
17 M3 . ANDERSON: 4
18 There were a few in March and there were %
19 a few in April and they were still trying in May, ;
20 but by that time, we had instituted Positive Pay and é
21 it stopped it. Originally, they would actually %
22 throw checks out ==~ I think the first check was to §
23 O'Reilly and it was for a small amount. And then %
24 they immediately jumped up -- once they figured out §
25 that went through, they jumped up to hilgher figures. §
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MR. POTEET:
How many total -- how many checks total?
MS. ANDERSON:

I think there were something like 1%
checks, something like that, and most of the checks
were written to Walmart and —-

ME. PARNELL:

AGB.

MS& . ANDERSON:

~~ AGB, which is some kind of grocery
chain out of Texas. And they =-- those entities run
the check at the register, and then they hand the
check back to the individual. There were two checks
that had -- we had actual images of the checks. And
as I said, one of them said -- had a Chase logo at
the top. The other one had a Commerce Bank logo and
at the top, it had something —-- Autoplex 2000, and
Sinclair's, and, vou know -- and -- but you could
tell the signature locked like the same person was
writing the check out, but it was a different name,
They would have the entity name and a manager's name
and they would sign that manager's name to a check.
S0 I'm pretty sure we're talking about somebody
who's done this a2 few times before.

MR. POTEET:

e s e e

o
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1 Thank vyou for that. Thank you for the %

e o e TR T

2 follow~up.
3 MS5. AMNDERSON:

4 Okay. And so if you turn on to the

T TR DT T

FEE a2

accounts receivable, in April ~- in the April

L

RSO eI e

6 finances, we collected 510,500 in -- assessed and

7 collected £10, 500,

BT AT

a8 Moving on to the May statements, okay, 80

9 the cash in the bank at the end of May was

Rt e e M RT3

10 £€1,972,654, which was a slight increase over the :
11 prior month. There was no increase in the fines. g
12 And the current lizbilities were $60,000 -- I'm %
13 sorry, $68,031. We did receive a couple of checks %
14 from bond carriers that you see there in the claim ?

15 against bond and those will be -~ they were checks F

16 written te the consumers and other entities in June. %
17 80 that's why the current liabilities were a little ’
18 hilgher than normal. g

19 On page -- on the second page, the 2017
20 deferred revenues was $257,350. On the statement of

21 revenues, expenses, and changes in net position, the

T e E S P I R ey

T ot s

22 year—-lLo-date revenues were 51,265,611, And we are
23 getting a little bit better interest on our

24 operating account and our CDs over last vyear. A few

e e e i R R A

25 of our CDs have increased their interest rate.




Page 18

1 On the last page, the vear-to-date %
2 expenses were 51,022,425 and you can see there that é
3 the miscellaneous expenses shows a negative amount, %
4 and that's because that's the return of those %
5 fraudulent checks. On those checks, we got the %
6 money back. And there were -- the charges were in é
7 the previous month. And so there were -- of that, g
2 there were 17 -~ about 517,000 in checks. There 5
9 were -- 516,000 was recovered in May and the g
10 remainder was recovered in June. And the 2
11 year~-to~date net position was $243,185. %
12 Again, on the next page is the é
13 month-to-month comparison, and then the graph of %
14 that figure, which pretty much lcooks the same as i
15 before, and then a bar graph of the year-to-date fee %
ie revenue. On the certificate of deposii report, %
17 there were no changes for the month of May. And on g
i8 the last page, we collected 518,900 in fines cn Da é
19 Cruizin Cajun and EZ Cars and Trucks. §
20 So 1if there are not any guestions about g
21 the finances, then I guess we need a motlion te do —- %
22 to approve those before we go on the budget. %
23 ME. POTEET: ‘
24 Yes. Before we do that, I want to let %
25 the record show that Commissioner Tony Cormier is g
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here now.

Qkay. S0 are there any guestions for
Mona regarding the March, April, and May statements?
Any comments, questions?

ME., CORMIER:

I have a questicon., What is going on with
the checks?

ME. POTEET:

Well, we had -- just before you came in,
we had a discussicon of that. What happened was, we
had some fraudulent activity and we instituted some
new poelicies to prevent that from happening in the
future. And the good news of this is we recovered
all the money. It was about $16,000, I believe,

MR. CORMIER:

Okay.

MR. POTEET:

So we have recovered it. If you want
more information, we can discuss it later, but it
was something we discovered. We went to the bank.
We got it figured out and we passed on the
investigation to certain agencies and hopefully
we'll find out who did it.

M5, ANDERSON:

The police department did call back after

S L P A T T
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i

1 the criginal report and they're investigating. 5o §
2 we're hoping they'll recover some videos of the |

3 pecple passing the checks.

4 MR. POTEET:

5 Okay. 5S¢ I need a motion. I think we .

6 can do all of three of those in one motioen. §

7 MR. TAYLOR: %

8 I make a motion we accept the March, §

9 April, and May financial statements. %

10 MR. OLAVE: %
11 I seccnd the motion, Mr. Chairman. %
i

12 MR. POTEET: g
13 Second by Mr. Clave. %
14 All in faveor, say, "Aye." %
15 (A1l "Aye" responses.) é

16 MR. FOTEET.

17 Any opposed? i

18 (No response.) g
19 MR. POTEET: %
20 All right., That motion passes. Now, §
21 we're going to move on to the budget - the amended E

22 2015-2016¢ budget. Mona.

23 MS. ANDERSON: F
T

24 All right. In your packets, you should i

25 have the proposed budget amendments. At the end of




10

11

12

14

15

16

17

18

19

20

21

Page 21

the year, we made slight adjustments to our budget.

The budget was originally prepared in 3September of

2014 based on the estimates that we had at that

time, which needs some adjustment. In the first

column there, you'll see the original

approved

budget. The seccond cclumn is cur estimate of what

the actual figures will be for the year.

The third

column is what's going to remain -- what would

remain in the budget if we left it as approved, and

then cur proposed budget amendments and how the

budget would look after we -~ 1f we approve these

amendments. The revenues were amended Lo bring them

in line with what we actually received.

Of course, the largest changes were in

the auction transaction fees and the hearing fines.

The auctions turned out to be a lot higher than what

we thought. The hearing fines are not -- we can't

eastimalte that in advance. So those also turned oub

to be a little more than what we had estimated.

Under the expenses, the changes in

salaries and benefiis, there were some increases,

decreases, but a net increase of about $1,100.

under the maintenance categories, we dign't ~-

came in a lot lower than normal. We were estimating

some maintenance on the air-conditioning,

which

Arncd

it
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didn't happer yet, but we didn't count those. 5o

those categories came in lower. Professional
services had some increases. Capital outlays were
lower, because we purchased —-- at the end of the
last fiscal year, we purchased two new vehicles that
went in last fiscal year. So we purchased no
vehicles this fiscal year. And that -- that's
pretty much the end of the amendments.

And so unleass there are any questions,
that concludes my reports -- report on that. And we
would need a vote to amend the budget as indicated.

ME. TAYLOR:
I make a motion we accept the amendments
to the budget.
MRE. QLAVL:
I second the motion, Mr. Chairman.
MR . POTEET:
all in favor, say, "Aye."
{All "Aye" responses.)
ME . POTEET:
Any opposed?
(No response.)
MR. POTEET:
The motion carries. Thank you, Mena,

good work.
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[

1 All right. At this point 1s where we

A
i

2 have the amendment tc pay Ms. Morris' invoice. E

3 MR. PARNELL: ;

4 Commissioners, if you will turn to the

T e R e

5 second page in your packet, you will find Attorney

o=

6 Morris' bill of services for the month cof April. I

P e S e T

7 nave reviewed the services that were performed and

8 accounting has reviewed the time calculations and %
9 they are correct. Attorney Morris' bill for the %
10 month April 2016 is $3,129.50., Commissloners, I ask %

11 that you approve payment of Attorney Morris'® bill.

12 MR. POTEET:

13 1 need a motion. :
2
i

14 MR. SMITH:
15 I make a metion to approve.

16 MR. CORMIER: g

17 Second. g
18 MR. POTEET: %
19 Second over here, that was Tony. ?
20 All in faver, say, "Aye." é
21 (A1l "Aye" responses.) E

22 MR. POTEET:

23 Any opposed?

24 (No response,) |
25 MR. POTEET: %
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The motion carries. All right. The next
thing we have is ratification of imposed penalties.

MR. PARNELL:

Commissioners, if you turn to the pages
in your packets, you will find the ratification of
imposed penalties. T have determined that the
public interest can be served without further
administration hearing. T will announce the names
of the dealers that have imposed c¢ivil penalties and
the date that they made payment to make sure that we
have no representaticn present, Do we have any
representation from dealers that are listed on the
chart?

MR. POTEET:

While Kim is checking on that, I'11 just
break it down for new Commissiconers. What we do is,
when -—- when there's an investigaticon done, Derek
will -- will go in and say, lock, we're goling to
fine these guys this and there's no discussion
really. They —-- they agree it to it or they —- they
go away, and there's no further administrative
responsibility. But we determine at the advice of
counsel that we =- the Commissicners should be
ratifying those actions. So each month, we have a

list of these. There are no hearings involved. If

o
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somebody dees show up to protest it, then they're
allowed to come in. And 50 we can go through --
we've got one that might be out there? We go
through each one and he tells us what il is, and
then at the end, we ratify them, But later you will
see, we have some hearings, some people whe don't
want to agree to the fine or have other reasons to
come in and be heard. We can reject any of these,
too.

ME. PARNELL:

She said there was one out there —-
someboedy 1s out there, but they're not listed on the
chart. They're not listed on our agenda. So there
may be something other than what we're looking at
doing here. Do you want me to walt for her to get
brack?

ME. POTEET:
No. We'll go ahead and we'll find out.
MR, PARNRELL:

Alil right., Let's go through the list.
first of the list is Bridges Enterprises from
Metairie, Loulisiana, their fine amount was $300,.
Auto World from Alexandria, Louisiana, fine amcunt
was $600. I-49% Truck and Auto Sales from Lafayette,

Louisiana, their tetal fine amount was 54,000, but
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they asked me could they make two payments. They

did so and they've paid. RV Liguidators, LLC from
Hammond, Louisiana, fine amount was 5200, Select
Car Company, Incorporated from Shrevepeort,
Louisiana, fine amount was 51,400. Preferred Motors
Autc Sales, LLC from Bastrop, Louisiana, fine amount
was 5950. Ride Today, LLC from Peollock, Louisiana,
fine amount was 91,000. Priceline Motors from
Covington, Louisiana, fine amount was 5900. They
have pald two payments of 5450, Vidalia Auto Sales
and Glass from Vidalia, Louisiana, fine amount was
$400. Scoops Auto, LLC from Denham Springs,
Louisgiana, fine amount was $250., Lee's Motorsports
Park, LLC from Leesville, Louisiana, fine amount was
$1,000, Drive Off Auto Sales, LLC from Lafavette,
Louisiana, fine amount was $700. And finally Gee's
Aute Sales, Incorporated from Shreveport, Loulsiana,
fine amount was 5250,

Total fine amounts for the month —-- the
two months of April and May was $11,9530.
Commissioners, I ask that you ratlify the imposed
civil penalties that were assessed.

MR. ROY:
I make a motion.

MR. SMITH:
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We have a moticn from Kirbky and a second

from Darty.
All in favor, say, "Aye.
{All "Aye" responses).
MR . POTEET:
Any opposed?
(No response.)
MR, POTERT:
All right., That passes.
something else.
M5, BARON:
He'll need to come back
Parneil. So we're good,

MR. POTEET:

"

S50 you have

and talk to Mr.

Okay. Next, we have the legislative

report, Mr. Duplessis, what do you have for us?

ME. DUPLESS5IS:

Successful year in the Legislature. We

passed Act 288 by Representative Price, who has bheen

a dear friend of the Commission.

There was a lot of

cleanup work. Sheri, I'm going to let you talk

about that and we have a House resolution later on

by Carmody that's really interesting. I'll let you
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speak to that. You've been more invelved in that
than I have.
M&S. MORRIS:

Okay. Well, the Act 288 was pretty much
the changes that we requested that went through the
legislative process. This -- this act becomes
effective August lst and there will be a change in
the bond amount. So I'm going bto coordinate with
the staff to put in place a policy, s0 that the next
renewal, the people will pay the increased fine
amount with the two year licenses. We've gol o
send out some notices, those sorts of things. With
respect to the resolution, this 1s -- there was a
bill filed by Representative Carmody, who i35 the
Chairman of the Commerce Committee, at Lhe request
of an auto recycler, and we did not feel that we
could handle what was in the bill that would have
reguired this Commission to have a database to track
certain types of ULransactions. And so wa regquested
that maybe it be studied before there's legislation
and we were able to get a study resolution, and this
study resolution was kind cf a collaboration between
us and the entity that requested the legislation in
the first place, which gives us a year to work with

the Office of Motor Vehicles to be able to determine
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1 whether there's a need for this —-- these f
2 transactionz to be traced in a sesparate database. ;
3 The Office of Motor Vehicles already has the Auto E
4 Hulk database and it's all been -- everything is ?
5 already recorded in this database. And so it might %
3] be that it's more efficient tc add to one of those g
! databases rather than to create a new one, but thaese i
] are basically cars that are being purchased by not é
9 dealers to retail, but by individuals, and the %
10 individuals may be meeting the definiticon of a %
11 dealer and not having a dealer's license or there %
12 might be vehicles that are not -- 1f the vehicle is é
13 re-registered in Louisiana, then that's tracked. ;
14 There's a Lot of vehicles that are E
15 transferred through the Office, but never registered é
16 in Louisiana and that could be because they're sold %
17 in another state and registered in another state. g
18 And so I think some cof the assumptions that were §
19 made by the pecple that requested the legislation %
20 are probably not accurate. It's not that there's ?
21 such a large gap, it's that the vehicles are f
22 probably going out of state, but only tracking é
23 Louiziana data and not Texas data and the é
24 surrounding states or even out of the country, we é
25 don't have a way to determine how many vehicles are 2
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kind of lost in our databases.

So I think the 0ffice of Motor Vehicles'
suggestion was thalt really it's something that needs
to be addressed at a national level., However, the
reguest of the bill wanted something te be done by
the State. So we're going te again participate in a
study resclution that we did before we did the study
resolution on the insurance. And so it will require
us to either have the whole Commisslon study it or
set up a committee to study it or designate the
ataff to do the study, however y'all want to do it,
but the Legislature will probably be contacting us.
They're 1n session until June 23rd, 20 probably
somewhere between now and then. And then conce they
kind of recover from fthat session, they'll probably
be contacting us to set up scme dates. But I don't
think that we have yeally much data. The only data
that we can contribute are the transaction fees from
rthe avuctions, but =211 others --

MR, POTERET:

And those are all pretty much salvage --

I mean, salvage transactions, you know. In the --
in the auction industry, Jjust about every auction in
the Naticnal Auto Auction Asscciation, which I think

there are six in our State, I'm not 100 percent sure
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of that, we all utilize a database called Auto
Check, which is something like CarFax only it's
reliable and -- but here's the problem with that
kind of data, because it's good. Every car that
comes through our auction, we run the VIN through
that Auto Check report and it tells us all kinds of
things. It tells us if the car has been in an
acelident. Tt tells us if the ¢ar has some ~~ you
know, 1f it's at another auction and the mileage 1s
reported differently. It's got a lot of data. The
problem is, like anything else, if the insurance
company doesn't put the data in properly or another
auction deesn't put the data in properly, if
somebody neglects to put the data in properly, then,
you know, that's -~ the databkase 13 ¢nly as good as
the information that's going in.

But here's the second part, that's only
cars and trucks that are going through these
auctions. TIf —--= if you live in Iowa and you move Lo
Louisiana and you've got some kind of a prcblem
vehicle, you don't sell fo it a dealer or through an
auction, and most people don't sell thelr personal
vehicles through auvcticns, there's no —-- there's no
databagse that has that information. I mean, the

auction can supply a significant amount of it. 1In
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1 fact, you could probably have that studied. We can §
2 sign into the CarFax and Auto Check, but you're %
3 still not going to have everything vyou need. %
4 So I just wanted to kind of fill you guys §
5 in that don't understand or know how the auctions %
6 get their information. Sc I think it's going to E
7 take & lot of work to get something like that put g
g

8 together that's reliable. Again, we consider Auto %
9 Check to be reliable, but it's conly reliable to a g
10 certain point. §
31 MS. MORRIS: \
12 And the proposal, you know, was to have ?
13 the auctions collect the fee to fund the database %
14 and to have the salvage auctions enter all the data, é
15 but they are already entering into another database. |
16 So it just didn't seem efficient and the cost of %
17 producing such a database was really unknown., So we %
18 didn't know if the fees would be there. Sc that's %
19 why we reguested that it be studied. %
20 MR. POTEET: ‘
21 And also for the new guys, and really for %
Py, the rest of you, too, just remember the whole car §
23 auctions, these are cars that run and drive and %
24 everything ig okay, and those go through the kind of é
25 avuctions that I own. And then you have salvage %
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auctions like Copart and places like that. Those

are two completely different sets of vehicles and

they have a lol of -~ each one has its own pedigree,

if you want to call it that. So there is & lot of

information out there and gaining it from consumers

sometimes is very difficult.

All right. Thank you for that. I did

want to ask you just to kind of summarize again what

—-— what are the new bond rules.

MsS. MORRIS:

Everybody is going to be $50,000 now. 5o

we did have a split, you know, based upcon the number

of dealers that were sold in the prior year, but

that seemed administrative -- creates some

administrative difficulties and alsco it seems like

the -- a lot of the claims that have come before us

in hearings, that lower bond amount wasn't

sufficient even for the smaller dealers. S0 really

the change is to

the smaller dealers. The larger

dealers already have the $50,000.

ME. PARNELL:
It was

MR, POTEET:
TL was

and we felt that

20 or 357

20 and 35 and everybody is now L0

that was the best thing teo -- to
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serve the public and -- you know, because some of
these transactions, once you start getting into the
cost, a 520,000 bond is not early encugh.
MR. TAYLOR:
Real quick, and I don't want to arqgue.
MR . FOTEET:
No.
MR. TAYLOR:

Hit one more time, when are they going to
be reqgquired to get this —-- to increase their bond
limit?

MR. MORRIS:

On their next renewal unless they have a
two-year license and if they =still have -- vou know,
if they renewed it for ftwo years, 2016 and 2017, by
January, they are going to need a bond for the 2017
yvear at the right amount. Once they are going to
renew in the fall, it will be that nexi one, but
anybody in the new dealership —-- the new
applications that are pending now, they're goling to
be reqguired to have it as of August 1st.

MR. TAYLOR:

Qkay.

MR, POTEET:

Any other questions about the legislative

G
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report? Mr. Duplessis reported we had a pretty good
year legislatively.

MR, DUPLEZSIS:

It was., Tt was. One commant on the --
on the study resclution, I don't think we're going
to have really, as a Commission, anything to do with
this. It's probably going to be yourself and Sheri,
but this is a Homeland Security issue and 1t's way,
way bigger than what we can do in the State. And
they're trying to track terrorism cars., They're
trying to —-- trying tce -- trying to track the death
certificate of vehicles, so they don't go out and
they don't get out in the Middle Tast and they can
track it. And that's —-- you know, that's way too
big for this Commissicon. I mean, that's a national
scope. So that will give 1t to you in a capsule.

M5, MORELIS:

In addition to that, the people that
asked for the legislation, I think thalt it was —-
the Legislature kind of grabbed onto to it, because
they said all of these transactions are
disappearing, and so they were looking at it as a
way to collegt additional sales tax, but if they're
being registered in another state, that's not going

to help us, but I think that was kind of what, you
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know, the Legislature kind of hung onte, is do we
have this gap where sales tax is missing and we can
get some more sales tax. And I don't know that
we're goling to wind up in that place, but it lived
as long as it did as a bill.

MR. POTEET:

Okay. The next thing on our agenda is
the Executive Director's report.

MR. PARNMELL:

Commissiconers, the enforcement division
has worked really hard tec satisfy consumer
complaints and to make sure our dealers are
following the Commission laws and statutes. I you
go a iittle further in your packet, you'll find some
charts -- some charts that will give you the numbers
during the months of April and May. 5-day notices,
there were 12 S-day notices thal were 1lssued. 35
physical inspections were done. 141 site visits
were done. Vielations were -~ 42 violations were
issued. Assist the consumers with money being
returned is $25,110.58,

If you look in your packet, you will find
this chart that I just mentioned, keep flipping
through. The first cone that you will find is the

alleged issue counts for the months of April and

PRt e s e
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1

May. There were 280 alleged issues during those

months. The next document you will find is the case

report.. The case report illustrates the amount of

assigned cases for those months -- during those

months and there were 181 cases assigned in April

and May. 38 of those assigned cases were closed.

The last report is the department summary

report, which just illustrates through those two

months the number of cages total that were closed,

and there were 84 total cazes closed.

Ceommissioners, I don't have any meore

information as of now. I deon't have anything in

general —-- general information either. We kind of

touched on what we've done. Well,

little more information. What we'

let me give you

ve done thus far

as the bond ~-- the $5%0,000 bond, we did send out a

mass e-maill to all dealers. We also put it on our

website. So they'll have some issues that they can

go in and read, any new legislation that we've done.

Typically, we always continue to try to gel it out

to everybody as best as possible,

avenue that we've taken thus far,.

Morris has kind of gone through what our policy will

but that's the

And Attorney

read once we go == gei to that polnt and draft it

and put it out there for everyone.

So 1f you have
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1 any guestions or comments or concerns, feel free.

2 ME. PAOTEET:
3 Ne questions. ALl right., 1 guess now we

e
i
-
i
i
:
&l
:
3
i
|

4 need te take a break, because I think the next thing

5 are the hearings, right? Yes. 30 we've got five

B e A S )

& hearings today. Is there any reason we should take
7 these in any different order than they're listed

B here, Mr. Hallack?

R TSRS Sy At e ittt

9 MR. HALLACK:
t
10 Normally, we start with people who bring
11 -- bring in lawyers, people who have lawyers with

12 them. We can try to do those first, because the
13 lawyers are generally charging them by the hour. 5o

14 i 1like to get those in and get them cut of the way.

T T P T T e O T T P T R e

15 M5 . BARON: %
16 We will need to change the order, because g
17 the only person that has an attorney 13 Baton Rouge é
18 Sports and Impoerts. Yes, he is here. E
19 MR, HALLACK: ;
20 fle 1is here? é
21 MS. BARON: ;
22 The attorney is. I did net see Mr. é
23 Reeves., %
24 MR. HALLACK: é
25 Today, it probably would be a good idea %
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to go through some that -- that don't have a lawyer
first., Generally, when we have a lawyer that's
present, the hearing carn be guite contentiocus. It
takes a lawyer to screw things up really well. So
if we have some that don't have attorneys, it might
be better toc go through those first.

Just tc give you an idea of whatl they
look like, how they -~ 1if you've never served on a
-- on a commission or an agency, 1t might be a good
thing just to ygo through a couple of easy ones just
to get your feet on the ground.

MR. POTEET:

So you don't want to follow these in the

orders that they're listed?
MR. HALLACK:

Let's just go wilth the way they are
listed. Right now, let's just go with the way that
they're listed.

For the new fellows, I guess, I should
explain == but just focr -- to let you guys know and
all you fellows that have been on here before, it's
kind of like a recap, but I'm just going to go over
it and tell you what —-- what to expect hefore we
bring people in, if that's ockay.

Okay. S0 when we do hearings, there are
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three types of hearings. There are -- when people §
have applications that have been denied, they have §
the right to appeal the applicaticon process to the g
Commission. We don't have one of those today, but é
that's the kind of hearing that we have. é

The other hearing we have i3z an %
interlocutory cease and desist. A cease and desist E
is where somebody is cut there doing illegal %
activity. They're violating the statutes of the %
Commission and we issue a ceagse and desist that é
says, stop doing that illegal activity. That's the §
second type of hearing that we can have, ﬁ

The third type of hearing that we have iz %
for people who have viclated the statutes and i
regulations of this Commissicn. The statute that E
has all our violations for used motor vehicle §
deaiers is Title 32, Section 742. That has all the g
viclations for used motcor vehicle dealers., We also %
license or regulate dismantlers, parts recyclers, é
crushers, businesses of that nature, and they have §
their own violation statutes., We don't have one of é
these coming before you today, but the thing that %
you need to concentrate on is -- 1s 792. When 1t %

k
comes to license application appeals process, that %
burden of proof is on the dealer or -- or the %
:
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applicant to show why he should have a license.

The other prccess —-- the other hearings
that we have, injunctions and fines and penalties,
that burden of prcof is on the Commission to show
that that dealer has committed thabt violation or
that he's committed that illegal acltivity for which
he should be stopped. I should also peint out, too,
on the injunction, that process does not go by the
20-cday rule. That can be immediate, hecause that's
something that the Commission sees as an illegal
activity and we want to stop that illegal activity
immediately. $So¢ the same notice process for fines
and hearings does not apply to injunctions. That --
again, that's an activity that we see that's 1lllegal
that we want them to stop lmmediately. Generally,
we use that power when we see a curbstoner or a
dealer who is ~- someone who is dealing cars without
a license, So it's usually an unlicensed activity
that we want them to stop lmmediately.

Alsoc to let vou know, I'm Robert Hailack.
I'm the attorney who presents this or prosecutes
viclations of our statutes. Ms. Morris iz the
advising attorney. I cannot advise you on what you
sheulid do. You can't combine the prosecuting and

advising rolls together. It's like a district
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1  attorney can't -- he can't pass Zudgment. Only a é

2 judge can do that. 8o I can only present it to you, %

3 Ms. Morris, her role is to advise you con what that é

4 is. OCkay. 8o that's generally hearings that come g

5 before the Commission, those three types. %

6 The first type we're going to have today E

7 ~= and I'm still not brining them in yet, because I g

i

8 want o run them through what the process is., What %

9 we'll do is, we'll introduce the party. We'll ask ?

f

10 the dealer to == if the dealer shows up, we'll ask g
11 him to introduce himself. And that -~ that's a very %
12 important process, because as a public servant now é
13 that you are, you have certain ethical %

14 responsibilities. And so when we have somebody that

15 is before you, it's ilmportant that whether you know %

16 the person or not, and not just know it, but if you j
17 have like a contractual relationship with this é
18 person, Lf this person has consignment agreements %
19 with you or something to that effect and you say, g
20 oh, well, I know this guy, or, I'm -- I'm -~ 1'm é
21 really close friends with him, or, I have a é

4
22 contractual relationship, he does consignment %
23 agreements with my dealership, something of that é
24 nature, then it's important that if vou see it -- é
25 not just hear what is in public, but when you see ;
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1 the notice come through vour e-mail and say, oh, 1 z
2 know that dealer, I have consignment agreements with ;
3 that dealer, vou need to let one of the —- you need %
4 to let Mr. Parnell know, and then you need to get g
5 with the attorneys. The attorneys then need to %
6 figure out whether or not you have what we call a %
] conflict of interest. So that's important today. %
8 You'll be introduced to ~- I think there are four E
9 hearings, right, Kim. %
10 MR, POTEET: ?
il Five. %
12 MR, HALLACK: A
13 8¢ there are five hearings today. You %
14 will be introduced to five different people and g
15 you'll need to let us know if you think there's a g
16 problem. If there is a problem, if there i3 a §
17 conflict of interest problem, we always want Lo try §
18 to address those before we get intc the public %
E
19 hearing. §
20 Okay. Now —— so once we introduce é
21 ourselves to the party, 1'll make a brief statement %
22 as to what the case is about. If it's an %
23 interlocutory cease and desist, 1f it's a hearing on é
24 fines and penalties, I'1ll make a brief introduction g
25 of what the c¢ase is about, Then, we'll talk about
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1 the evidence. The evidence conzists of documents,

2 exhibits, and witness statements. So that's how the

10

11

1a

13

14

16

17

18

19

20

2

22

process generally goes.

I know that's a guick, quick introduction

to the hearings. You'll get it as you go. All

these guys have been here mulliple years.
look to them for -- for help and
what -- what's going on. It's a good idea to always
atart with the statute, which is 32.792, take a look

at that and figure out there are

certain activities.

I mean, I'll never forget, we had a new

Commissioner, who's not here anyvmore, but he

found it very interesting that there was a violation
for something he admitted,

So look threugh 792,

those violations are., So it's true, right.

MR,

MR.

MR.

of the

MR.

BOTEET :

It i3 nobody in this room.
HALLACK:

I made sure he wasn't here.
DUPLESSIS:

I remember it real well, "I do that
time."
HALLACK:

You ¢an

figure cut what —-

violations for

- he

I do that all the time.

familiarize yourself with what

all

s ot e
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%o does anybody have any guestions before

we bring in the filirst one?
(No response. )
MR. HALLACK:
We can take a break.
ME. POTERET:

Yes, We will actually adjourn this
meeting and we reconvene after about a five or six
minute break. So thank you for that explanation.
That's the first time I've heard it explained.

MR, SMITH:
I make a motion.
M3 . BARON:

Just one thing, for the new
Commissioners, if you want to keep whalt's in your
binder, that's fine, leave the tabs but leave the
binder here.

MR . SMITH:
I'1! make a motion.
ME. TAYLOR:
Second.
MR. POTEET:
all in favor, say, "Aye."
{All "Aye" responses.)

MR. POTEET:




I B e A s T e e T T e F e e O T e S e R T 3 2 P e s S e e A B T s S B e e 5 e T D e ey i e o 2 B e B Py S i § it o 3 e 2 3 e B e ok o o A S e e S S R S g

#

Page 46

a.m. )

+

We'll come back here in five,
22

(Meeting adjourned at 10

All right.
seven minutes.

aix,

21
22
253

24
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