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TITLE 24. TRANSPORTATION AND MOTOR VEHICLES

MOTOR VEHICLE DEALER BOARD

Proposed Regulation

Title of Regulation:  24 VAC 22-20. Motor Vehicle Dealer Fees (amending 24 VAC 22-20-10 and 24 VAC 22-20-20).

Statutory Authority:  §§ 46.2-1503.4, 46.2-1506, 46.2-1519 and 46.2-1546 of the Code of Virginia.
Public Hearing Date:  May 14, 2007 - 3 p.m.
Public comments may be submitted until June 15, 2007.

(See Calendar of Events section

for additional information)

Agency Contact:  Bruce Gould, Executive Director, Motor Vehicle Dealer Board, 2201 West Broad Street, Suite 104, Richmond, VA 23220, telephone (804) 367-1100, FAX (804) 367-1053, or email bruce.gould@mvdb.virginia.gov.

Basis:  Sections 46.2-1511, 46.2-1512, 46.2-1519 and 46.2-1546 of the Code of Virginia authorize the Motor Vehicle Dealer Board to set fees within maximum limits.  Section 46.2-1506 of the Code of Virginia authorizes the Motor Vehicle Dealer Board to promulgate regulations.

Purpose:  Licensing motor vehicle dealers and salespersons is essential to protecting consumers who purchase motor vehicles.  Timely licensing of dealers and salespersons contributes to the good health of Virginia’s economy and employment.  If fees are not adjusted, the Motor Vehicle Dealer Board would not be able to continue to provide an adequate level of service.
Substance:  The proposed regulations adjust the fees for dealer-operator certification of qualification, salesperson certification of qualification, salesperson's license and dealer license plates that motor vehicle dealers and salespersons are assessed by the board.

Issues:  This regulatory action poses no disadvantages to the public or the Commonwealth.  Adjusting the fees will allow the board to continue to adequately provide essential services to consumers, motor vehicle dealers, and others who use these services.  Services provided to consumers include, but are not limited to, assisting in solving problems they may have encountered with the purchase of a motor vehicle, screening applications for dealer and salespersons licenses, suspending and revoking licenses of dealers who defraud consumers, and monitoring dealer advertising.  Adjusting the fees will allow the board to continue to respond quickly to requests for dealers for transactions such as establishing a new salesperson; opening a new location; answering questions in-person, by telephone and by email; and providing timely, informational materials to dealers.

Department of Planning and Budget's Economic Impact Analysis:  

Summary of the Proposed Regulation.  The Motor Vehicle Dealer Board (board) proposes to amend the current Motor Vehicle Dealer Fees Regulations (24 VAC 22-20) and adjust some of the fees paid by motor vehicle dealers and salespersons.  The board also proposes to add language regarding the certification test fees to the regulations and revise several definitions for consistency with the Code of Virginia. 

Results of Analysis.  There is insufficient data to accurately compare the magnitude of the benefits versus the costs.  Detailed analysis of the benefits and costs can be found in the next section.

Estimated Economic Impact.  The Motor Vehicle Dealer Board is a Special Fund agency that receives no General Fund moneys and operates on fees paid by motor vehicle dealers and salespersons. The current fee structure was established in 1996. At that time, the financial plan was for the board to build a surplus in revenue in its Special Fund in the first three years and those surplus revenues would cover revenue deficiencies in the last three years of the six-year financial plan. A combination of lower than projected expenditures and higher than expected revenues has allowed the Board to stretch its six year plan to about 10 years. However, without an adjustment to the fee structure, it is projected that the agency will be close to running out of funds around January of 2008.

The board proposes to increase some of the fees that motor vehicle dealers and salespersons are assessed by the board. Table 1 lists the proposed fee increases, the maximum fees set by statute, and the estimated increase in cost from the proposed changes. Application fees for taking dealer-operator and salesperson certification test will increase from $25 to $50.1  The annual salesperson license fees will be raised from $20 to $25. The annual dealer license plate fees, which are currently $20 each for the first two plates and $15 for each additional plate, will be $30 for the first two plates and $26 for each additional plate.2  All of the proposed fees are still under the maximum fees set by the Code of Virginia. The proposed regulation also incorporates language regarding the certification test fees, which is currently stated in the instructions for the certification test.  Definitions of "motor vehicle dealer" and “motor vehicle salesperson” are revised for consistency with § 46.2-1500 of the Code of Virginia.

The proposed fee increases will cause increases in costs for motor vehicle dealers, salespersons, and applicants for dealer-operator and salespersons certification tests in Virginia. Column 3 of Table 1 shows the estimated number of certification tests taken every year, the estimated number of salesperson licenses issued and dealer license plates that are provided by the board. Column 4 calculates the estimated increased costs under the proposed fees compared to the current fee structure.  For example, the board estimates that there will be 7,619 dealer-operator and salesperson certification tests taken every year, with about 10% of the tests taken by dealer-operator applicants and the other 90% from salesperson applicants. Each applicant will have to pay $25 more for taking the certification test. The estimated increase in costs will be approximately $190,475 for all of the applicants.  The $5 increase in annual salesperson license fees will increase costs by $132,145 for all the licensees. The proposed changes in the annual dealer license plate fees will increase costs by $324,742 for all of the dealers in Virginia. The total increase in costs from the proposed regulations will be approximately $716,962 annually statewide. According to the board, most of the dealers pay the salespersons licensing fees and all dealer plate fees.  Therefore, the proposed regulations will cause a total increase in costs of $526,487 for the 3,850 dealers in Virginia, with an average increase of $137 per year.3  Given that the current fee structure has not been changed since 1996, and the proposed fees are still under the maximum fees set by law over 11 years ago, the impact of the proposed regulations on the dealers, salesperson, and applicants for dealer-operator and salespersons certification tests will likely be modest.  And, part of the increase in costs may be passed on to the consumers in the form of higher prices.

The proposed fee increases will generate an increase in revenue of about $716,962 to the Motor Vehicle Dealer Fund. This additional revenue will be used to maintain the functioning of the board to administer sections of the Commonwealth’s Motor Vehicle Dealer Laws and Regulations as charged, which will benefit both the automotive consumer and dealer body. The incorporation of new language about the certification test fees and the revision of definitions will improve clarity of the regulations and reduce potential confusions. Since the benefits from the proposed regulations will not be measured in dollar amount, it is not known whether the total costs will exceed total benefits.

Table 1: Proposed Fee Increases and the Estimated Increase in Costs

	
	Current Fees
	Pro-posed Fees
	Maxi-mum Fees by Statute
	Estimated Number of Certification Tests Taken per Year / Salesperson Licenses / Dealer License Platesb
	Estimated Increase in Costs

	Dealer-operator Certifi-cate of Qualifi-cation
	$25 to take the certifica-tion testa
	$50 applica-tion fee
	$50
	7619
	$190,475

	Sales-person Certifi-cation of Qualifi-cations
	$25 to take the certifica-tion testa
	$50 applica-tion fee
	$50
	
	

	Annual Sales-person License Fee
	$20
	$25
	$50
	Single year licenses
	19,729
	$98,645

	
	
	
	
	Multi-year (2 year) licenses
	3,350
	$33,500

	
	
	
	
	Total
	23,079
	$132,145



	Annual Dealer License Plate Fee


	First two plates $20 each; $15 for each add-itional
	First two plates: $30 each; $26 for each add-itional
	$30 each
	First two plates
	6,960c
	$69,600

	
	
	
	
	Add-itional plates
	29,522
	$324,742

	
	
	
	
	Total
	36,482
	$394,342


Note:

a According to the board, currently the certification test fee is stated in the instructions for the certification test, not in the regulations.

b The estimated number of certification tests taken every year, salesperson licenses, and dealer license plates are provided by the board. 

c. The board provides that there are 3,480 dealers with tags, therefore the number of first two plates is 6,960.

Businesses and Entities Affected.  Motor vehicle dealers, salesperson and applicants for dealer-operator and salesperson certificate tests will be affected. Most dealers will pay the salespersons licensing fees and all dealer plate fees. Part of the increase in costs may be passed on to the consumers in the form of higher prices. Currently there are approximately 3,850 motor vehicle dealers in Virginia. The board estimates that there will be 7,619 dealer-operator and salesperson certification tests taken every year, with about 762 tests for dealer-operator certification and 6,857 for salesperson certification. The number of applicants affected every year will be lower because each applicant may take more than one test if he or she fails the first test.  

Localities Particularly Affected.  The proposed regulation affects localities throughout the Commonwealth.

Projected Impact on Employment.  The proposed regulations will increase the compliance costs of motor vehicle dealers and may modestly reduce the number of dealer-operators and salespersons employed by a dealer. 

Effects on the Use and Value of Private Property.  Motor vehicle dealers will experience an increase in costs due to the proposed fee increases, which may have a negative impact on the value of their assets. Given that the current fee structure has not been changed since 1996, and the proposed fees are 

still under the maximum fees set by law over 11 years ago, the impact of the proposed regulations will likely be modest. Part of the increase in costs may be passed on to the consumers in the form of higher prices.

Small Businesses: Costs and Other Effects.  Nearly all of the 3,850 motor vehicle dealers are small businesses. On average the increase in costs to the motor vehicle dealers would be $137 per year. Given that the current fee structure has not been changed since 1996, and that the proposed fees are still under the maximum fees set by law over 11 years ago, the impact on small businesses will likely be modest. 
Small Businesses: Alternative Method that Minimizes Adverse Impact.  The current fee increases are proposed so that the Motor Vehicle Dealer Fund will not be running out in the near future. There is no alternative method that can generate a smaller adverse impact.

Legal mandate.  The Department of Planning and Budget (DPB) has analyzed the economic impact of this proposed regulation in accordance with § 2.2-4007 H of the Administrative Process Act and Executive Order Number 21 (02).  Section 2.2-4007 H requires that such economic impact analyses include, but need not be limited to, the projected number of businesses or other entities to whom the regulation would apply, the identity of any localities and types of businesses or other entities particularly affected, the projected number of persons and employment positions to be affected, the projected costs to affected businesses or entities to implement or comply with the regulation, and the impact on the use and value of private property.  Further, if the proposed regulation has an adverse effect on small businesses, § 2.2-4007 H requires that such economic impact analyses include (i) an identification and estimate of the number of small businesses subject to the regulation; (ii) the projected reporting, recordkeeping, and other administrative costs required for small businesses to comply with the regulation, including the type of professional skills necessary for preparing required reports and other documents; (iii) a statement of the probable effect of the regulation on affected small businesses; and (iv) a description of any less intrusive or less costly alternative methods of achieving the purpose of the regulation.  The analysis presented above represents DPB’s best estimate of these economic impacts.
Agency's Response to the Department of Planning and Budget's Economic Impact Analysis:  The Motor Vehicle Dealer Board concurs with the Department of Planning and Budget's economic impact analysis.

Summary:

The proposed amendments revise definitions for consistency with the Code of Virginia; increase the motor vehicle dealer salesperson license fee and dealer license plate fees; and establish fees for certificate of qualification.

24 VAC 22-20-10. Definitions.

The following words and terms, when used in this chapter, shall have the following meaning unless the context clearly indicates otherwise: 

"Dealer license plates" means license plates bearing a distinctive number, and the name of the Commonwealth, which may be abbreviated, together with the word "dealer" or a distinguishing symbol, indicating that the plate is issued to a manufacturer, distributor, or dealer, and further distinguishes franchised or independent dealers. 

"Motor vehicle dealer" or "dealer" means any person who: 

1. For commission, money, or other thing of value, buys, sells, exchanges, either outright or on conditional sale, bailment lease, chattel mortgage, or otherwise or arranges or offers or attempts to solicit or negotiate on behalf of others a sale, purchase, or exchange of an interest in new motor vehicles, new and used motor vehicles, or used motor vehicles alone, whether or not the motor vehicles are owned by him; or the same as provided in § 46.2-1500 of the Code of Virginia; 

2. Is wholly or partly engaged in the business of selling new motor vehicles, new and used motor vehicles, or used motor vehicles only, whether or not the motor vehicles are owned by him; or 

3. Offers to sell, sells, displays, or permits the display for sale of, five or more motor vehicles within any 12 consecutive months.

The term "motor vehicle dealer" does not include: 

1. Receivers, trustees, administrators, executors, guardians, or other persons appointed by or acting under judgment or order of any court or their employees when engaged in the specific performance of their duties as employees. 

2. Public officers, their deputies, assistants, or employees, while performing their official duties. 

3. Persons other than business entities primarily engaged in the leasing or renting of motor vehicles to others when selling or offering such vehicles for sale at retail, disposing of motor vehicles acquired for their own use and actually so used, when the vehicles have been so acquired and used in good faith and not for the purpose of avoiding the provisions of this chapter Chapter 15 (§ 46.2-1500 et seq.) of Title 46.2 of the Code of Virginia.

4. Persons dealing solely in the sale and distribution of fire-fighting equipment, ambulances, and funeral vehicles, including motor vehicles adapted therefor; however, this exemption shall not exempt any person from the provisions of §§ 46.2-1519, 46.2-1520 and 46.2-1548 of the Code of Virginia. 

5. Any financial institution chartered or authorized to do business under the laws of the Commonwealth or the United States which may have received title to a motor vehicle in the normal course of its business by reason of a foreclosure, other taking, repossession, or voluntary reconveyance to that institution occurring as a result of any loan secured by a lien on the vehicle. 

6. An employee of an organization arranging for the purchase or lease by the organization of vehicles for use in the organization's business.

7. Any person licensed to sell real estate who sells a mobile home or similar vehicle in conjunction with the sale of the parcel of land on which the mobile home or similar vehicle is located. 

8. Any person who permits the operation of a motor vehicle show or permits the display of motor vehicles for sale by any motor vehicle dealer licensed under Chapter 15 (§ 46.2-1500 et seq.) of Title 46.2 of the Code of Virginia.

9. An insurance company authorized to do business in the Commonwealth that sells or disposes of vehicles under a contract with its insured in the regular course of business.

10. Any publication, broadcast, or other communications media when engaged in the business of advertising, but not otherwise arranging for the sale of vehicles owned by others.

11. Any person dealing solely in the sale or lease of vehicles designed exclusively for off-road use.

12. Any credit union authorized to do business in Virginia, provided the credit union does not receive a commission, money, or other thing of value directly from a motor vehicle dealer.

13. Any person licensed as a manufactured home dealer, broker, manufacturer, or salesperson under Chapter 4.2 (§ 36-85.16 et seq.) of Title 36 of the Code of Virginia.

14. The Virginia Department of Social Services or local departments of social services.
"Motor vehicle salesperson" means (i) any person who is licensed as and employed as a salesperson hired as an employee by a motor vehicle dealer to sell or exchange motor vehicles. It shall also mean and who receives or expects to receive a commission, fee or any other consideration from the dealer; (ii) any person who supervises salespersons employed by a motor vehicle dealer, whether compensated by salary or by commission; (iii) any person, compensated by salary or commission by a motor vehicle dealer, who negotiates with or induces a customer to enter into a security agreement on behalf of a dealer; or (iv) any person who is licensed as a motor vehicle dealer and who sells or exchanges motor vehicles.

"Supplemental license" means a license issued by the Motor Vehicle Dealer Board for a licensed motor vehicle dealer to display for sale or sell vehicles at locations other than his established place of business, subject to compliance with local ordinances and requirements.

24 VAC 22-20-20. Fees.

A. License fees. All license fees, except initial license fees, are nonrefundable. Annual fees for licenses are as follows:

	Motor Vehicle Dealer License
	$200.

	Permanent Supplemental License
	$40.

	Temporary Supplemental License 
	$40. (per 7-day license) (Valid for 7 days)

	Motor Vehicle Dealer Salesperson License
	$20 $25.


B. Application for certificate of qualification fees. Application fees for certificates of qualification are nonrefundable.  The fees, which are due prior to taking the certificate of qualification examination, are as follows:

	Dealer-Operator Certificate of Qualification:
	$50.

	Salesperson Certificate of Qualification: 
	$50.

	Combined Dealer-Operator and Salesperson Certificates of Qualification:
	$50


B. C. Dealer license plate fees. Fees for dealer license plates are nonrefundable. Annual fees for dealer license plates are as follows: 

	First two plates
	$20 $30.

	Third and subsequent plates
	$15 $26.


All renewal fees are due to the Motor Vehicle Dealer Board on the last day of the expiration month and shall be considered filed on time if postmarked prior to the expiration date.

VA.R. Doc. No. R07-13; Filed March 26, 2007, 11:12 a.m.

1 According to the Board, currently the certification test fee is stated in the instructions for the certification test. The proposed regulations will incorporate the certification test fees. 


2 According to § 46.2-1546 of the Code of Virginia, for the first two dealer’s license plates issued to a dealer, $24 shall be deposited into the Transportation Trust Fund and the remainder shall be deposited into the Motor Vehicle Dealer Fund. For each additional dealer’s license plate issued to a dealer, $10.40 is deposited into the Transportation Trust Fund and the remainder is deposited into the Motor Vehicle Dealer Fund. Therefore, the fee for the first two dealer’s plates can not be less than $24 and the fee for additional dealer’s license plates can not be less than $10.40 each.


3 Calculation: $526,487 / 3,850 = $137
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