GOVERNOR GREG ABBOTT

To: Charles Bacarisse, Chair
Daniel Avitia, Executive Director
Laura Moriaty, General Counsel
Texas Department of Motor Vehicles

From: Caleb Gunnels, Deputy General Counsel
Office of the Governor

Date: July 27, 2026

Subject: Proposed Title 43 Texas Administrative Code Sections 215.104, 215.107, 215.140,
215.145, and 215.177 (RCD Rule Review #2026-003)

1. Syllabus

As part of a comprehensive rule review, the Texas Department of Motor Vehicles (“Department”)
proposed amendments, repeals, and new rules within 43 Texas Administrative Code Chapter 215,
and submitted the following rules to the Regulatory Compliance Division (“Division”) for review:
43 TAC §§ 215.104, 215.107, 215.140, 215.145, and 215.177 (collectively, “the proposed rules™),
as published in the April 24, 2026, issue of the Texas Register.!

According to the Department, the proposed rules are part of a broader effort to streamline and
modernize rules in support of the Department’s work with the Texas Regulatory Efficiency Office,
but also to better protect Texas consumers while providing operational flexibility for regulated
entities.> Specifically, the proposed rules update franchised dealer and dealer notification
requirements when there is a change to a license record, clarify minimum business premises
standards for certain license holders, including requirements related to permanent signage, and
establish the information that must be provided to the Department when a manufacturer or
distributor sells or transfers a line-make. The Division invited public comments on the proposed
rules for a 30-day period ending on June 1, 2026, and received no comments.

Based on the following analysis, the Division has determined that the proposed rules are consistent
with state policy, and thus, the proposed rules are approved by the Division and may be finally
adopted and implemented.

151 Tex. Reg. 2638 (2026) (to be codified at 43 TAC §§ 215.104, 215.107, 215.140, 215.145, and 215.177)
(proposed Apr. 24, 2026) (Tex. Dep’t Motor Vehicles); Rule Submission Memorandum from the Texas Department
of Motor Vehicles (Apr. 27, 2026) (on file with the Regulatory Compliance Division of the Office of the Governor).
2 Rule Submission Memorandum from the Texas Department of Motor Vehicles (Apr. 27, 2026), at 2 and 5.
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I1. Analysis

In drafting the proposed rules, the Department received input from public stakeholders and its
Motor Vehicle Industry Regulation Advisory Committee (“MVIRAC”).? Next, on December 8,
2025, the Department provided draft rules to MVIRAC and subsequently incorporated its input
into the proposed rules.* Lastly, the Department held an open meeting on April 9, 2026, received
public feedback, and voted to publish the proposed rules in the Texas Register for additional public
comment.’

While the proposed rules are generally intended to streamline and modernize the Department’s
rules, better protect Texas consumers, and grant operational flexibility to regulated entities, rules
that create conditions for licensure or new administrative requirements can create barriers to
ongoing market participation and may increase the cost of compliance for licensees. Thus, the
proposed rules may affect market competition pursuant to Section 57.105(d)(1) and (2), Texas
Occupations Code.

A. The amended application requirements for franchised dealers and dealers in
proposed amended §§ 215.104 and 215.145 are consistent with state policy.

Proposed amended §§ 215.104 and 215.145 generally require franchised dealers and dealers to
notify the Department of changes to the information in their license records. Specifically, proposed
amended § 215.104 would require a franchised dealer to notify the Department if the individual
responsible for the business is changed due to a receiver being appointed or because of a filing for
bankruptcy. Similarly, proposed amended § 215.145 requires dealers to notify the Department if
the individual responsible for the business changes due to a change in management, a receiver
being appointed, or when filing for bankruptcy. According to the Department, when licensees go
into receivership or file for bankruptcy, the appropriate person responsible for the business may
not receive important Department notices.® Not only do untimely responses make it difficult for
investigators to follow up on consumer complaints and prevent or mitigate further consumer harm,
but they can cause the licensee to miss statutory or regulatory deadlines, resulting in significant
civil fines or the loss of a license altogether.” The proposed amendments will better ensure that the
person who is authorized to act on behalf of a licensed business receives timely Department notices
and has time to appropriately respond.®

Section 2301.151, Texas Occupations Code, in part, grants the Department exclusive original
jurisdiction to regulate those aspects of the distribution, sale, or lease of motor vehicles that are
governed by Chapter 2301, and to take any action necessary or convenient to the exercise of power

31d. at 4.
41d. at 5.
SId.
61d. at 2.
T1d.
8 1d.
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and jurisdiction granted to the Department. Section 2301.152 specifically tasks the Department
with, in part, establishing the qualifications of license holders, ensuring that the distribution, sale,
or lease of motor vehicles is conducted according to Department rules, preventing fraud, unfair
practices, discrimination, impositions, and other abuses in connection with the distribution and
sale of motor vehicles, and enforcing and administering Chapter 503, Texas Transportation Code.
Section 2301.257(b) requires licensed dealers to notify the Department of any material change in
information submitted in an application for licensure, and authorizes the Department to prescribe
the form for the disclosure of such changes. Likewise, Section 2301.356 requires licensed dealers
to promptly notify the Department of any proposed change in ownership, location, franchise, or
any other matter the Department may require by rule. Lastly, Sections 503.061 and 503.063, Texas
Transportation Code, generally require the Department to promulgate rules regulating the issuance
of dealer’s license plates and to implement and manage the department's database of dealer-issued
buyer’s license plates.

The Department has broad statutory authority to regulate and oversee the operations of those doing
business under the parameters of a Department-issued license. It also has authority to require
notification of any material change in the information submitted by a licensed dealer in an
application for licensure and to determine “any other matter” that may require Department notice.
It is both reasonable and practical to ensure that the Department can identify the individual with
authority to act on behalf of a business licensed by the Department and that should receive
Department notices. Therefore, proposed amended §§ 215.104 and 215.145 are a rational exercise
of the Department’s statutory authority, and thus, they are consistent with state policy.

B. The minimum business premises standards in proposed amended §§ 215.140 and
215.177 are consistent with state policy.

Proposed amended §§ 215.140 and 215.177 generally update the minimum business premises
standards for certain licensees. Specifically, proposed amended § 215.177 builds on outdoor
business sign requirements for vehicle lessors and vehicle lease facilitators that were previously
approved by the Division and instituted by the Department in 2024.° Here, the proposed
amendment requires that such licensees’ outdoor business signs contain “legible” letters, generally
to allow the public and the Department to identify and locate a business.'°

Proposed amended § 215.140 builds upon previous Department efforts—which have been
reviewed and approved by the Division on three separate occasions—to update the minimum
business premises requirements for various types of license holders.!! The current proposal

9 Regulatory Compliance Division Determination Letter for Proposed Title 43 Texas Administrative Code Sections
215.83,215.102,215.103, 215.112, 215.120, 215.133, 215.134, 215.138, 215.139, 215.140, 215.143, 215.160,
215.174,215.177,215.178,221.11, 221.13, 221.14, 221.15, 221.16, 221.41, 221.43, 221.44, 221.45, 221.51, 221.54,
and 221.73 (RCD Rule Review #2024-001) (Mar. 28, 2024) (on file with the Regulatory Compliance Division of the
Office of the Governor), at 18-19.

10 Rule Submission Memorandum from the Texas Department of Motor Vehicles (Apr. 27, 2026), at 2.

! Regulatory Compliance Division Determination Letter for Proposed Title 43 Texas Administrative Code Sections
215.133 and 215.140 (RCD Rule Review #2022-012) (Dec. 5, 2022) (on file with the Regulatory Compliance
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generally includes the following proposed amendments: 1) updates signage requirements for retail
dealers, wholesale motor vehicle dealers, and wholesale motor vehicle auction GDN holders to
authorize alternative sign placement while requiring signage letters to be “legible”; 2) authorizes
dealers with multiple locations to centralize license plate storage and management, subject to
Department approval; and 3) removes a requirement that forces dealers sharing a display or parking
area with another business to separate their vehicle inventory from the other business with material,
immovable barriers, and replaces it with a requirement for such dealers to identify the reserved
display area with permanent signage instead. The Department noted that legible sign lettering is
necessary for the Department’s vendor to deliver license plates and for the Department to locate
the licensee.!? The remaining proposed amendments are in response to dealer suggestions and
concerns, and are intended to offer additional flexibility to licensees while removing overly
burdensome requirements and reducing administrative compliance costs over time. '3

To begin, the proposed amendment to § 215.177(a)(2) would require vehicle lessors’ and vehicle
lease facilitators’ business sign lettering to be “legible.” The lone amendment does little to impact
the current rule—which was previously approved by the Division—in that it already requires a
sign to “contain letters that are at least six inches high” and be “easily visible to the public within
100 feet of the main entrance.”'* Similar is true for the proposed amendments to
§ 215.140(a)(3)(A), (a)(4)(A), (a)(4)(B), and (b)(3)(A), which apply to retail dealers, wholesale
motor vehicle dealers, and wholesale motor vehicle auction GDN holders. Legible signage
reasonably ensures that necessary parties, including the Department, law enforcement, and the
public may locate and identify a licensee’s business location.

Next, the proposed amendments to § 215.140(a)(3)(B), (a)(4)(A)(i1), and (b)(3)(B) offer additional
flexibility, and perhaps cheaper alternatives, as to where a permanent sign must be installed—mnow
authorizing applicable licensees to permanently affix or etch a sign onto an exterior window, wall,
or door, in addition to the options contained in current rule.”> Proposed amended §
215.140(a)(5)(F) offers dealers that have multiple business locations the option to centralize
license plate storage and management if desired. And proposed amended § 215.140(a)(11)(B)(iv)

Division of the Office of the Governor), at 5-8; Regulatory Compliance Division Determination Letter for Proposed
Title 43 Texas Administrative Code Sections 215.83,215.102, 215.103, 215.112, 215.120, 215.133, 215.134,
215.138,215.139, 215.140, 215.143, 215.160, 215.174, 215.177,215.178, 221.11, 221.13, 221.14, 221.15, 221.16,
221.41,221.43,221.44,221.45, 221.51, 221.54, and 221.73 (RCD Rule Review #2024-001), at 12-15; Regulatory
Compliance Division Determination Letter for Proposed Title 43 Texas Administrative Code Sections 215.102,
215.120,215.122,215.124,215.133, 215.138, 215.140, 215.143, 215.150, 215.151, 215.152, 215.154, 215.155,
215.156,215.157,215.158,215.162, 217.5, 217.8, 217.74, and 217.86 (RCD Rule Review #2024-006) (Oct. 10,
2024) (on filed with the Regulatory Compliance Division of the Office of the Governor), at 10-11.

12 Rule Submission Memorandum from the Texas Department of Motor Vehicles (Apr. 27, 2026), at 3.

B Id.

1443 TEX. ADMIN. CODE § 215.177(a)(2); Regulatory Compliance Division Determination Letter for Proposed Title
43 Texas Administrative Code Sections 215.83, 215.102, 215.103, 215.112, 215.120, 215.133, 215.134, 215.138,
215.139, 215.140, 215.143, 215.160, 215.174, 215.177, 215.178, 221.11, 221.13, 221.14, 221.15, 221.16, 221.41,
221.43,221.44,221.45,221.51, 221.54, and 221.73 (RCD Rule Review #2024-001), at 18-19.

1543 TEX. ADMIN CODE § 215.140 (generally requiring a sign to be “bolted to an exterior building wall, or bolted or
welded to a dedicated sign pole or sign support permanently installed in the ground™).
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and (vii) remove an “expensive and difficult” requirement that forces dealers sharing a display or
parking area with another business to separate vehicle inventory from the other business with
material, immovable barriers, and replace it by requiring such dealers to identify the reserved
display area with permanent signage instead.'¢

Ultimately, the proposed amended rules offer rational clarity and ease administrative burdens
within current rules that have already been approved by the Division on multiple occasions.!”
Following the Division’s analyses in its determination letters issued to the Department on
December 5, 2022, March 28, 2024, and October 10, 2024, proposed amended § 215.140 and
215.177 are a reasonable exercise of the Department’s statutory authority, and thus, they are
consistent with state policy.'®

C. The licensing and reporting requirements for selling or transferring a line-make in
proposed new § 215.107 are consistent with state policy.

Proposed new § 215.107 generally requires a person who acquires an existing line-make from a
manufacturer or distributor to either apply for a manufacturer or distributor license or amend an
existing license to add that line-make. The proposed new rule also requires the applicant to submit
specific information about the line-make to the Department as a part of the application process. '’
According to the Department, this rule is intended to ensure consumers know the party responsible
for warranty claims, create certainty in determining whether a franchised dealer is authorized to
sell and service a line-make, and reduce unnecessary delays in licensing.?’

Sections 2301.151 and 2301.152, Texas Occupations Code, grant the Department broad authority
to regulate the distribution, sale, or lease of motor vehicles that are governed by Chapter 2301,
establish the qualifications of license holders, prevent fraud, unfair practices, discrimination,

16 Rule Submission Memorandum from the Texas Department of Motor Vehicles (Apr. 27, 2026), at 3.

17 Regulatory Compliance Division Determination Letter for Proposed Title 43 Texas Administrative Code Sections
215.83, 215.102, 215.103, 215.112, 215.120, 215.133, 215.134, 215.138, 215.139, 215.140, 215.143, 215.160,
215.174,215.177,215.178, 221.11, 221.13, 221.14, 221.15, 221.16, 221.41, 221.43, 221.44, 221.45, 221.51, 221.54,
and 221.73 (RCD Rule Review #2024-001), at 12-15, 18-19; Regulatory Compliance Division Determination Letter
for Proposed Title 43 Texas Administrative Code Sections 215.133 and 215.140 (RCD Rule Review #2022-012), at
5-8; Regulatory Compliance Division Determination Letter for Proposed Title 43 Texas Administrative Code
Sections 215.102, 215.120, 215.122, 215.124, 215.133, 215.138, 215.140, 215.143, 215.150, 215.151, 215.152,
215.154,215.155, 215.156,215.157, 215.158, 215.162, 217.5, 217.8, 217.74, and 217.86 (RCD Rule Review
#2024-006), at 10-11.

18 1d.

1 The proposed rule requires the applicant to submit the following the Department: 1) the effective date of the line-
make transfer; 2) the identity of the franchised dealers authorized to sell and service the line-make; 3) the person
responsible for the warranty and franchised dealer obligations incurred prior to the transfer; and 4) certification of
compliance with Chapter 2301, Subchapter J, which includes responsibilities to existing dealers of that line-make if
a franchise agreement is changed or terminated.

20 Rule Submission Memorandum from the Texas Department of Motor Vehicles (Apr. 27, 2026), at 2-3; see also
TEX. Occ. CODE §§ 2301.401-2301.483 (generally covering warranty requirements, the duties of manufacturers,
distributors, and their representatives, and the procedure for termination of a franchise).
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impositions, and other abuses in connection with the distribution and sale of motor vehicles, and
take any action necessary or convenient to the exercise of power and jurisdiction granted to the
Department. Section 2301.258 also grants the Department broad authority to prescribe the
application requirements for a manufacturer’s or distributor’s license and to determine the
application information necessary to safeguard the public interest and welfare. Part of safeguarding
the public interest and welfare reasonably includes ensuring appropriate notice is given to the
Department and the public of the party responsible for handling consumers’ product warranty
claims pursuant to Chapter 2301, Subchapter I, Texas Occupations Code.?! The same is true
regarding manufacturer or distributor payment obligations following the termination of a franchise
pursuant to Section 2301.465.22 Ultimately, proposed new § 215.107 better enables the Department
to efficiently and transparently transition a line-make while protecting the public and other
licensees by identifying the manufacturer or distributor responsible for statutory warranty and
dealer obligations. As an effective notice requirement to the Department and the public, proposed
new § 215.107 is a reasonable exercise of the Department’s broad statutory authority and is
consistent with state policy.

II1. Determination

Based on the above analysis, the proposed rules are approved by the Division and may proceed to
final adoption and implementation.

2! Rule Submission Memorandum from the Texas Department of Motor Vehicles (Apr. 27, 2026), at 3.
2.



