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CAR TITLE FRAUD: ISSUES AND
APPROACHES FOR KEEPING
CONSUMERS SAFE ON THE ROAD

WEDNESDAY, MARCH 1, 2006

HOUSE OF REPRESENTATIVES,
COMMITTEE ON ENERGY AND COMMERCE,
SUBCOMMITTEE ON COMMERCE, TRADE, AND
CONSUMER PROTECTION,
Washington, DC.

The subcommittee met, pursuant to notice, at 10:08 a.m., in Room
2123 of the Rayburn House Office Building, Hon. CIiff Stearns
(chairman) presiding.

Members present: Representatives Stearns, Deal, Bass, Otter,
Blackburn, Schakowsky, Green, and Barton (ex officio).

Staff present: David Cavicke, General Counsel; Andy Black, Deputy
Staff Director, Policy; Chris Leahy, Policy Coordinator; Will Carty,
Professional Staff Member; Billy Harvard, Legislative Clerk; Michael
Abraham, Legislative Clerk; Jonathan Cordone, Minority Counsel; and
David Vogel, Minority Staff Assistant.

MR. STEARNS. Good morning, everybody. The subcommittee will
come to order. For most Americans, buying a car is the second biggest
financial decision they will make, next to, of course, buying their home.
It is a process that many dread, and of course is full of decisions: paint,
options, stick, or automatic. = Unfortunately, because of a small
percentage of fraudsters in the pre-owned vehicle market, finding the
perfect car can be even more stressful. The practice of passing off flood
damaged or salvaged vehicles as ready for the road through cleaning or
“washing” their titles continues to be a major problem for the consumers
in America. And the massive number of flood and salvaged vehicles that
were left in the wake of Katrina only served to highlight a problem that
reputable car dealers, recyclers, motor vehicle administrators, and law
enforcement deal with every single day. No one wants to discover that
the car of their dreams they just drove off the lot spent some time as a
water-logged submarine, or a twisted wreck, but many folks are duped
and suffer financial consequences and sometimes physical loss because
of an unsafe vehicle that has no business being on the road. The fact is
that vehicle title fraud costs the United States consumer and our
economy billions of dollars every year.
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A unique vehicle identifier called a vehicle identification number, or
VIN, as we know it, sometimes called a car’s fingerprint, is an essential
piece of information for tracking a vehicle’s life, its use or misuse, and of
course its death. Vehicle title tracking through a VIN allows the
compilation of vehicle history, fraud prevention, and preventing practices
like title washing. In theory, cradle to grave vehicle tracking means that
events such as a flood damage or crashes can be included in the title
information. Now unfortunately, thieves and other criminals have made
the traditional titling system less than perfect. VINs have been known to
be counterfeited, erased, and switched from one road-worthy vehicle to a
damaged one. Title washing allows a thief to effectively eliminate
negative title brand such as salvaged and flood damaged from an
imperfect title so they can pass off an unsafe vehicle to an unsuspecting
buyer and make considerably more money on the resale. Flood damage
and severely wrecked vehicles, if allowed back into commerce, present
real danger to the consumers that unknowingly purchase them, as well as
for all of us who simply navigate our highways. Critical safety systems,
like air bags and antilock brakes, can be compromised and fail when
affected by water or other damage. Unseen damage can also affect the
structural integrity of a vehicle’s safety structures that are designed to
protect occupants in case of crashes. Therefore vehicle title fraud is a
vehicle safety issue as much as it is a consumer fraud issue.

What I would like to know is why practices like title washing are still
a major problem in our world that is networked so well with real-time
information. I think we can do better. It seems to me that the problem of
title fraud is one that could be solved, or at least, my colleagues, greatly
reduced by allowing greater and more immediate access to information
about a car’s history, including when that car is damaged by floods or
other means, as well as creating more uniform standards nationwide for
title branding designations like “salvaged” or “flood damaged.” We also
should examine whether the 1992 Anti-Car Theft Act mandate for a
national title tracking system is working, as well as can we involve the
private sector, the data industry, to make such technology work for us,
make it better and more accessible so that the consumers themselves can
be the watchdogs.

As they say, data provides knowledge and knowledge, of course, is
power. As I said, the challenge is empowering the buyers, both the
consumers and the dealers, with a more uniform nationwide title data
system. This requires constantly updating VIN data so that all
consumers and those in the pre-owned vehicle market can make better
decisions that save everyone money, either through fraud prevention and
of course ultimately through lower insurance rates. Now, I know in my
opening statement here, this is an oversimplification of the problem, but I



believe we can do a lot more to make the system work better, including
trying to engage the private sector, the data industry, and their best
practices to find better ways to simply inform the consumer better and
also to protect him.

So I would like to thank everybody for joining us this morning as our
witnesses. I would also like to thank Mr. Glenn Turner, Chief of Staff,
Florida Division of Motor Vehicles, from my home State of Florida for
coming. [ appreciate your making the journey up here to the cold
weather from the warm weather. The committee appreciates the panel’s
testimony today and its assistance in helping all of us here in Congress to
better understand this important issue.

[The prepared statement of Hon. Cliff Stearns follows:]

PREPARED STATEMENT OF THE HON. CLIFF STEARNS, CHAIRMAN, SUBCOMMITTEE ON
COMMERCE, TRADE, AND CONSUMER PROTECTION

Good Morning. For most Americans, buying a car is the second biggest financial
decision they will make, next to buying their home. It’s a process that many dread and
it’s one full of decisions — paint, options, stick or automatic. Unfortunately, because of a
small percentage of fraudsters in the pre-owned vehicle market, finding that perfect ride
can be even more stressful. The practice of passing off flood-damaged or salvaged
vehicles as ready for the road through cleaning or “washing” their titles continues to a
major problem for the consumer. And the massive numbers of flood and salvaged
vehicles that were left in the wake of Katrina only served to highlight a problem that
reputable car dealers, recyclers, motor vehicle administrators, and law enforcement deal
with every day. No one wants to discover that the car of their dreams they just drove off
the lot spent some time as a water-logged submarine or a twisted wreck, but many folks
ARE duped and suffer financial and sometimes physical loss from an unsafe vehicle that
has no business being on the road. That fact is that vehicle title fraud costs the U.S.
consumer and our economy billions of dollars every year.

A unique vehicle identifier called a vehicle identification number or “VIN”,
sometimes called a car’s fingerprint, is an essential piece of information for tracking a
vehicle’s life, its use or misuse, and its death. Vehicle title tracking through a VIN
allows the compilation of vehicle histories, fraud prevention, and preventing practices
like “title washing.” In theory, “cradle to grave” vehicle tracking means that events such
as flood damage or crashes can be included in the title information. Unfortunately,
thieves and other criminals have made the traditional titling system less than perfect.
VINs have been known to be counterfeited, erased, and switched from one roadworthy
vehicle to a damaged one. “Title washing” allows a thief to effectively eliminate
negative title “brands” such as “salvaged” and “flood damaged” from an imperfect title
so they can pass off an unsafe vehicle to an unsuspecting buyer and make considerably
more money on resale. Flood-damaged and severely wrecked vehicles, if allowed back
into commerce, present real danger to the consumers that unknowingly purchase them, as
well as for all of us who navigate the highways. Critical safety systems like airbags and
antilock brakes can be compromised and fail when affected by water or other damage.
Unseen damage can also affect the structural integrity of a vehicle’s safety structures that
are designed to protect occupants in crashes. Therefore, vehicle title fraud is a vehicle
safety issue as much as it is consumer a fraud issue.

What I"d like to know is why practices like “title washing” are still a major problem
in a world that is so networked with real time information. I think we can do better. It
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seems to me that the problem of title fraud is one that can be solved, or at least greatly
reduced, by allowing greater and more immediate access to information about a car’s
history, including when that car is damaged by flood or other means, as well as creating
more uniform standards nationwide for title branding designations, like “salvaged” or
“flood damaged.” We also should examine whether the 1992 “Anti-Car Theft Act”
mandates for a national title tracking system are working, as well as ways we can involve
the private sector data industry to make such technology better and more accessible so
that consumers can be better fraud watchdogs.

As they say, data provides knowledge, and knowledge is power. As I said, the
challenge is empower buyers, both consumers and dealers, with a more uniform,
nationwide title data system. This requires constantly updated VIN data so that all
consumers and those in the pre-owned vehicle market can make better decisions that save
everyone money either through fraud prevention and lower insurance rates. I know this
is an oversimplification but I believe we can do a lot more to make the system work
better, including trying to engage the private sector data industry and their best practices
to find better ways to inform and protect consumers.

Again, I’d like to thank everyone for joining us this morning. I’d also like to thank
in particular Mr. Glenn Turner, Chief of Staff, Florida Division of Motor Vehicles, from
my home state of Florida for coming. The Committee appreciates the panel’s testimony
today and its assistance in helping us learn more about this important issue.

Thank you.

MR. STEARNS. With that, the Ranking Member, Ms. Schakowsky, is
recognized.

MS. SCHAKOWSKY. Thank you, Mr. Chairman, for holding today’s
hearing on car title fraud. As we explore this problem, it is clear that
consumers may essentially be driving blind when they buy used cars.
Title washing is when a car’s title cleaned of the car’s actual history,
such as having been in a bad accident and rebuilt. Fraudsters title wash
by titling and re-titling cars in various States, each of which sets its own
standard for branding or notating on titles that a car has been severely
damaged, hoping that the bad information is lost along the winding paper
trail. They also title wash by obscuring the information on the title
before re-titling, for example, using a hole-punch to make the brand
disappear. The various strength of laws and branding requirements
between the States has been a boon for title washers.

I appreciate the chance to explore this issue which has been deemed
by the National Association of Attorneys General to be the worse
problem used car buyers face. Hurricane Katrina, as the Chairman
mentioned, brings this issue to the forefront, because a number of the
nearly 600,000 flooded cars which should have had that fact on their
titles are having their titles washed and are showing up, showing back up
on the market. This is a financial issue for consumers and industry, but it
is also a very serious public safety issue. Currently there is no way to tell
if a car that is on a used car lot should be on the scrapheap instead.

Congress created the National Motor Vehicle Title Information
Systems, a national title database, in 1992, in part to track branded titles
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from State to State. However, the system is underfunded and voluntary.
Thirteen years later, there are only 27 States participating. While some
may say that is a good level of participation, it only takes one State not
having their titles on the list, or with weak protections, to start the title
washing machine. Rehabbed cars are worth more money when damage
is hidden. Some estimate that cars with clean titles fetch $2,000 more
than cars with accurate histories. The Kelly Blue Book’s executive
editor, Charlie Vogelheim, says that the value of a used car with a clean
title is twice that of one that is branded. Clearly, the incentive to hide
accidents is great. The problem of improperly titled cars is not merely a
matter of buyer beware and consumers getting a bad financial deal. The
very safety of the driver, passenger, and every person who is passed on
the road is at stake.

Although there are rigorous safety testing requirements for new cars,
there are no requirements for safety inspections of rebuilt cars. When
consumers are getting behind the wheel of two tons of steel going 60
miles an hour and have the uncertainties of weather and road conditions
and other drivers with which to contend, they should not have the false
sense of security that their cars are in mint condition when they are not.
Flooded cars, like those from the Gulf Coast, have such unique and
frightening problems that many car rebuilders and experts recommend
that consumers avoid them all together. While some say those cars can
be restored to safe conditions, flooded cars can “literally corrode from
inside out, causing mystery problems and electrical failures,” as stated in
an account by Consumer Reports. Those cars could be showing up on
online auctions sites and used car lots across the country as we speak.

My Attorney General in Illinois, Lisa Madigan, has already issued a
warning to consumers to be on the lookout for Katrina cars. Because of
the seriousness of the implications of title washing, I think we need to
work vigorously toward adequate funding for the Motor Vehicle Title
Information Systems, require participation, and perhaps set national
standards for the branding of titles. Now is the time to get these hazards
off the roadway.

I would like to thank you again, Chairman Stearns, for holding
today’s hearing. I look forward to hearing from our witnesses, especially
Ms. Weintraub, who is here despite feeling so under the weather, about
what we can do to protect consumers from the hazards of title fraud.

[The prepared statement of Hon. Jan Schakosky follows:]
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PREPARED STATEMENT OF THE HON. JAN SCHAKOWSKY, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF ILLINOIS

News From
hakowsky (
JAN Schakowsky )
www.house.gov/schakowsky/ Ninth District - Hlinois \XSENTE
FOR IMMEDIATE RELEASE CONTACT:
March 1, 2006 Ben LaBolt
202/226-6903
Jon Samuels
202/226-6898

SCHAKOWSKY SAYS CONSUMERS SHOULD NOT BE FORCED TO
DRIVE BLIND WHEN BUYING USED CARS

Wants to ensure a car’s full history is available to consumers

WASHINGTON, DC -- U.S. Representative Jan Schakowsky, ranking member on the
Subcommittee on Commerce, Trade, and Consumer Protection, today raised concerns
about car title washing at a hearing before the Subcommittee. Title washing occurs when
fraudsters erase the history of an automobile from its title before reselling it on the
market.

Representative Schakowsky’s full opening statement is below:

As we explore this problem it is clear that consumers may essentially be “driving blind”
when they buy used cars. Title washing is when a car’s title is “cleaned” of the car’s
actual history, such as having been in a bad accident and rebuilt. Fraudsters title wash
by titling and re-titling cars in various states — each of which sets its own standards for
“branding,” or notating on titles that a car has been severely damaged — hoping the bad
information is lost along the winding paper trail. They also title wash by obscuring the
information on the title before re-titling — for example, using a hole punch to make the
“brand” disappear. The variance strength of laws and branding requirements between
the states has been a boon for title washers.

1 appreciate the chance to explore this issue, which has been deemed by the National
Association of Attorneys General to be the worst problem used car buyers face.
Hurricane Katrina brings this issue to the forefront because a number of the nearly
600,000 flooded cars — which should have had that fact on their titles — are having their
titles washed and are showing back up on the market. This is a financial issue for
consumers and the industry but it is also a very serious public safety issue. Currently,
there is no way to tell if a car that is on the used car lot should be on the scrap heap
instead.



Congress created the National Motor Vehicle Title Information Systems — a national title
database — in 1992, in part, to track branded titles from state to state. However, the
system is under-funded and voluntary. Thirteen years later, there are only 27 states
Dparticipating. While some may say that is a good level of participation, it only takes one
state not having their titles on the list — or with weak protections — to start the title
washing machine.

Rehabbed cars are worth more money when damage is hidden. Some estimate that cars
with clean titles fetch $2,000 more than cars with accurate histories. The Kelley Blue

Books executive editor, Charlie Vogelheim says that the value of a used car with a clean
title is twice that of one that is branded. Clearly, the incentive to hide accidents is great.

The problem of improperly titled cars is not merely a matter of “Buyer Beware” and
consumers getting a bad financial deal. The very safety of the driver, passenger, and
every person who is passed on the road is at stake. Although there are rigorous safety
testing requirements for new cars, there are no requirements for safety inspections of
rebuilt cars. When consumers are getting behind the wheel of 2 tons of steel, going 60
miles an hour, and have the uncertainties of the weather, road conditions, and other
drivers with which to contend, they should not have the false sense of security that their
cars are in mint condition when they are not.

Flooded cars, like those from the Gulf Coast, have such unique and frightening problems
that many car rebuilders and experts recommend that consumers avoid them altogether.
While some say those cars can be restored to safe conditions, flooded cars can%iterally -
corrode from the inside out, causing mystery problems and electrical failures” as stated
in an account by Consumer Reports. Those cars could be showing up on on-line auction
sites, and used car lots across the country as we speak. My Attorney General in lllinois,
Lisa Madigan, has already issued a warning to consumers to be on the look-out for
Katrina cars.

Because of the seriousness of the implications of title washing, I think we need to work
vigorously to provide adequate funding for the Motor Vehicle Title Information Systems,
require participation, and set a national standard for the branding of titles. Now is the
time to get these hazards off the roadway.

it

MR. STEARNS. I thank my colleague. The distinguished Chairman of
the full committee, Mr. Barton from Texas, is recognized.

MR. BARTON. Thank you, Mr. Chairman. This week Mardi Gras is
in full flower in New Orleans. It is supposed to be about cutting loose
and having a good time, but this time it is about returning to normalcy.
As the pace of rebuilding accelerates, it is impossible to forget the many
people who lost their families, their homes, and everything that own.
This hearing is a continuation of the committee’s effort to delve into the
aftereffects of Katrina and try to find out what has happened and what, if
anything, we can do to alleviate the pain and suffering.

Among the things lost to the storm were hundreds of thousands of
automobiles and trucks, possibly as many as 600,000. Most of those
vehicles were damaged beyond usefulness, but it seems inevitable that a
few bad actors will seek to spread the misery of the hurricane by shining
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these vehicles up and selling them to the gullible public in States far
from the Gulf of Mexico.

Most cars damaged by flooding are required to be labeled as such so
that they cannot be resold to unsuspecting customers. Yet the States,
which are responsible for the titling of automobiles, do not have uniform
standards in this area. And it also doesn’t appear that the States receive
and share the same information about these abused cars. Unfortunately,
this often leaves the doors open for creative criminals who steal or
duplicate legitimate vehicle identification numbers and thus are able to
provide a “clean” title that can then be used to resell a flood-damaged car
to either a dealership or to an unsuspecting individual.

The incentives for criminals are obvious. Cars with clean titles are
worth much more than those have been marked as damaged or flooded.
Of course this is not a problem unique to the disaster on the Gulf Coast
with Hurricane Katrina. But given the number of cars damaged by
Katrina and by Rita, the scale of which it may affect the automobile
market is probably unprecedented. While the economic damage to the
unsuspecting buyer is considerable, the possible consequences of a
damaged car for the driver and everyone else on that road where that car
is being driven are even more serious. Anyone who might come in
contact with an unsafe vehicle is put in harm’s way, and that is a
concern, a primary concern for this committee.

Many of the industry participants and governmental entities that are
seeking to mitigate this problem with a coordinated effort to track and
identify the cars ruined by Katrina; that is a good thing. 1 want to
commend their efforts. I think that until a consistent and unified system
exists, a system that is coordinated with the industry, any attempt to track
damaged and dangerous vehicles is only as good as its weakest link.

I want to thank Subcommittee Chairman Stearns for suggesting that
we hold this hearing, and thank Ranking Member Schakowsky for her
and her staff’s effort in preparing the witness list for the hearing. 1 look
forward to hearing from the witnesses, and with that, Mr. Chairman, [
would yield back.

[The prepared statement of Hon. Joe Barton follows:]

PREPARED STATEMENT OF THE HON. JOE BARTON, CHAIRMAN, COMMITTEE ON ENERGY
AND COMMERCE

This week the Mardi Gras celebration comes back to New Orleans for the first time
since Hurricane Katrina left. Mardi Gras in New Orleans is supposed to be about cutting
loose, but this year it’s about a return to normalcy. As the pace of rebuilding accelerates,
it’s impossible to forget the many people who lost their families, their homes and
everything they own. This hearing is a continuation of this Committee’s efforts to delve
into the important concerns of all those affected.
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Among those things lost to the storm were hundreds of thousands of cars, possibly
as many as 600,000. While most of these cars are damaged beyond usefulness, it seems
inevitable that a few crooks will seek to spread the misery of the hurricane by shining
them up and selling them to gullible buyers, often in states far from Louisiana and the
Gulf Coast.

Most cars damaged by any flooding are required to be labeled as such so that they
cannot be resold to unsuspecting customers. Yet the States, which are responsible for the
titling of automobiles, do not have uniform standards in this area. Nor does it appear that
all States receive and share the same information about these cars. Unfortunately, this
often leaves the door open for creative criminals who steal or duplicate legitimate
Vehicle Identification Numbers to provide a “clean” title that can then be used to resell a
flood-damaged car to either a dealership or an individual.

The incentives for criminals are obvious: cars with supposedly “clean” titles are
worth much more than those that have been marked as damaged or flooded. Of course,
this is not a problem unique to last year’s disaster along the Gulf Coast, but given the
number of cars damaged by those hurricanes, the scale on which it may affect the
automobile market could be unprecedented. And while the economic damage to the
unsuspecting buyer is considerable, the possible consequences of a damaged car for the
driver and everyone else on the road are even more serious. Anyone who may come in
contact with an unsafe vehicle is put in harm’s way, and that should be the primary
concern for all of us.

Many of the industry participants and governmental entities are seeking to mitigate
this problem with coordinated efforts to track and identify the cars ruined by Katrina, and
that’s good. I commend their efforts. I think that until a consistent and unified system
exists, a system that is coordinated with the industry, any attempt to track damaged and
dangerous vehicles is only as good as its weakest link.

I look forward to hearing how the situation can remedied as expeditiously as
possible, and I want to thank all of our witnesses for participating today. Their expertise,
experience, and continued coordinated efforts to protect consumers are essential.

Thank you, and I yield back the balance of my time.

MR. STEARNS. I thank the Chairman. The gentleman from Idaho,
Mr. Otter. No opening statement?
[Additional statements submitted for the record follows:]

PREPARED STATEMENT OF THE HON. GENE GREEN, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF TEXAS

Good Morning. I’d like to thank Chairman Stearns and Ranking Member
Schakowsky for holding this hearing today.

I’'m very familiar with this issue because of Tropical Storm Allison in 2001. It was
only because of Tropical Storm Allison that the Texas Department of Transportation set
up a data base listing cars that had been Flooded.

Also, Texas does participate in the National Motor Vehicle Title Information
System.

Half a million vehicles were flooded during Hurricanes Katrina and Rita. The Texas
Department of Transportation hasn’t been able to supply a solid number on how many are
in the state, but estimates released between the two storms were already around 5
thousand.

I’'m concerned that many people in Texas and in Houston will be buying used
vehicles that are unsafe.
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When | was in the State Legislature, I helped pass the State’s first Lemon Law in
1983. This law is designed to protect consumers from buying questionable automobiles.

This law has been strengthened over the years, but it does not mean that consumers
are entirely protected from buying cars with “washed titles”.

I believe we should require insurance companies to provide timely, accurate title
information so that consumers can know all the facts before they spend thousands of
dollars on a vehicle.

It is still too easy for someone to wash the title of a flooded or totaled vehicle, and
turn around and sell it to an unsuspecting buyer.

I appreciate those businesses out there that offer title histories such as Carfax.
However, these services are only as good as the information that is made available.

If a title has been washed, it appears in the DMV system as a legitimate title. Lag
times in reporting information on damaged vehicles and the different requirements from
state to state make it difficult for the consumer to be protected from title fraud.

I look forward to hearing the testimony of our panel today and hope we can begin
crafting solutions to this serious problem

I yield the balance of my time.

MR. STEARNS. With that, then, we welcome the witnesses, Mr.
Robert Bryant, President and CEO of National Insurance Crime Bureau;
Mr. Glenn Turner, Chief of Staff, Florida Division of Motor Vehicles.
He is also here on behalf of the American Association of Motor Vehicle
Administrators. Mr. David Regan, Vice President of Legislative Affairs,
National Automobile Dealers Association; Mr. Alan Fuglestad, Vice
President, Operations and Technology, Experian Automotive; Mr. James
Watson, President, Automotive Recyclers Association; and Ms. Rachel
Weintraub, Director of Product Safety and Senior Counsel, Consumer
Federation of America. Welcome, and we will start with you, Mr.
Bryant, for your opening statement.

STATEMENTS OF ROBERT M. BRYANT, PRESIDENT &
CHIEF EXECUTIVE OFFICER, NATIONAL INSURANCE
CRIME BUREAU; GLENN D. TURNER, CHIEF OF STAFF,
FLORIDA DIVISION OF MOTOR VEHICLES, ON BEHALF
OF THE AMERICAN ASSOCIATION OF MOTOR VEHICLE
ADMINISTRATORS; DAVID W. REGAN, VICE PRESIDENT
OF LEGISLATIVE AFFAIRS, NATIONAL AUTOMOTIVE
DEALERS ASSOCIATION; ALAN FUGLESTAD, VICE
PRESIDENT, OPERATIONS AND TECHNOLOGY,
EXPERIAN AUTOMOTIVE; JAMES WATSON, PRESIDENT,
AUTOMOTIVE RECYCLERS ASSOCIATION; AND RACHEL
WEINTRAUB, DIRECTOR OF PRODUCT SAFETY, SENIOR
COUNSEL, CONSUMER FEDERATION OF AMERICA.

MR. BRYANT. Good morning, Mr. Chairman and members of the
subcommittee. My name is Bob Bryant and I am proud to lead the
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National Insurance Crime Bureau, the Nation’s leading not-for-profit
organization dedicated exclusively to fighting insurance fraud and
vehicle theft, crimes that threaten people’s lives, and impose more than
$30 billion in annual losses on the insurance companies’ policyholders
and the American public. NICB has more than 300 employees on the
frontlines every day working to prevent, detect and deter such crimes as
vehicle theft and the fraudulent sale of undisclosed wrecks to American
consumers. With support from more than 1,000 member insurers and
self-insured companies, NICB offers the most complete array of expert
fraud solutions from any single source anywhere in the world.

Hurricane Katrina and other recent national disasters confronted us
with an unprecedented challenge. NICB and its members promptly
responded with a new solution. Through extraordinary cooperation with
our members, law enforcement, and disaster recovery agencies, NICB
posted on its website a registry containing the vehicle identification
numbers, or VINSs, of tens of thousands of vehicles that are known to be
destroyed or damaged in the storms. State motor vehicle authorities and
motor vehicle dealers and the general public may consult the list free of
charge, and over one million people have done so already. NICB, of
course, has other initiatives underway to meet the threat posed by the
rising tide of flood vehicles from Katrina.

Unfortunately, NICB cannot solve the problem completely by
publishing a registry of storm-damaged vehicles. Criminals can still use
many of those vehicles and their VINs to victimize America a second
time. We remain vulnerable for one simple reason: some State motor
vehicle titling procedures are lax, which makes it easy to commit vehicle
crimes that involve title washing. Car thieves routinely reveal stolen
vehicles as legitimately owned by simply putting a salvaged vehicle VIN
plate inside the windshield and obtaining clean paperwork from a State
DMV. We call this practice VIN switching. The newest form of “VIN
switching” is cloning. To create a clone, a VIN from one vehicle is
reproduced and attached to an identical stolen vehicle, usually in another
State or several other States. Innocent purchasers over the last several
years have lost millions of dollars due to these types of clones.

Another scam is even more frightening. Wrecked vehicles that
cannot be returned safely to the road get rebuilt to the point of being
drivable, but not enough to be safe. Air bag compartments stuffed with
rags; frame damage makes it impossible for the vehicle to stop in an
emergency; electronic and safety systems corrode slowly from flood
damage. These rebuilt wrecks can kill owners and anyone in their path.

Even without these long overdue improvements in titling procedures,
NICB and other investigators would have a much stronger opportunity to
protect the public if all crucial titling information were available
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electronically to us and to every dealer and consumer. Congress
mandated a real-time, nationwide system to provide this and other types
of information 14 years ago when it passed the Anti-Car Theft Act of
1992; but the system still has not be implemented in total. Before it can
address the problem effectively, Congress should identify the
impediments that have delayed the implementation of the National Motor
Vehicle Title Information System, or better known as the NMVTIS, and
consider the major technological changes that have occurred over the
past 14 years.

We are looking forward to working with the subcommittee in our
joint efforts to protect the lives and pocketbooks of the American public.

[The prepared statement of Robert Bryant follows:]

PREPARED STATEMENT OF ROBERT M. BRYANT, PRESIDENT & CHIEF EXECUTIVE OFFICER,
NATIONAL INSURANCE CRIME BUREAU

Mr. Chairman, Members of the Subcommittee, my name is Bob Bryant. I am proud
to head the National Insurance Crime Bureau, the nation’s leading not-for-profit
organization dedicated exclusively to fighting ins