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I ntroduction

The Secretary of State (SOS) Special Audit Teams Program consists of four audit teams
that police the “marketplace” for stolen vehicles and parts. The four teams, based in
Cook/Will, Winnebago, Peoria, and Madison/St. Clair Counties, travel throughout Illinois
monitoring salvage yards, rebuilders, repairers, and scrap processors for compliance with
regulations governing record-keeping of vehicle and vehicle part transactions.

Winnebago. Winnebago County, containing the
city of Rockford, is an urban county in the \
northernmost part of the state. The county’s
population has remained fairly stable in recent years.
According to U.S. Census Bureau estimates,
Winnebago County had a 1999 population of
268,126.
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Cook/Will. Cook County, which includes
the city of Chicago, is the state's most
populous county. The U.S. Census
Bureau estimates that Cook County had

a population of 5.2 million in 1999,
Will County, adjacent to Cook, is the
fourth largest Illinois county in terms of
population. Will County had a 1999
population of 478,392, according to

estimates by the U.S. Census Bureau. A
Northeastern Illinois Planning Commission
study indicates that Will County is the fastest- ADISON L

growing county in the state.

Peoria. Peoria County, which includes the city of /
Peoria, is an urban county in central Illinois. The
county’s population has changed little over the past /
several years. The U.S. Census Bureau estimates that
Peoria County had a 1999 population of 181,126.
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Madison/St. Clair. Madison and St. Clair Counties are urban

counties located in the southwestern corner of the state. The

populations of both counties have remained stable over the past

severa years. According to U.S. Census Bureau estimates, Madison County had a 1999
population of 259,434; St. Clair County had a 1999 population of 260,050.

Though the audit teams serve the entire state of Illinois, they target their operations to the
above areas of greatest need, as identified in the Council’s 2000-2003 Satewide Motor
Vehicle Theft Prevention Srategy. In this report, data from the four audit teams are
analyzed together, and statistics are reported for the program as awhole.
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The Market for Stolen Vehiclesand Parts

Some dealers of vehicles, parts, and scrap are involved in the motor vehicle theft
problem. Even some reputable dealers may sometimes purchase and use essential parts
removed from stolen vehicles. There are several modes of for-profit vehicle theft:

ImportgExports

Chop Shops

I nsurance Frauds

Counterfeit Titles

Counterfeit MCOs

Title*Washing’

VIN Switches

Salvage Switches

The movement of stolen cars across U.S. borders, primarily by
organized theft rings.

The theft and dismantling of vehicles for parts and accessories
that are sold for profit. Sometimes parts are purchased by body
shops or repair garages for repairs to damaged vehicles.

The false reporting of vehicle theft to collect insurance claims.

The selling of stolen vehicles by means of counterfeit vehicle
titles. The thieves move quickly, sell cheaply, and often use
out-of -state vehicle titles.

Often referred to as a vehicle's ‘birth certificate, in many
states the Manufacturer’s Certificate of Origin (MCO) is the
basis for al subsequent registration and title documents.
Counterfeit MCOs are used to represent stolen vehicles as
‘new.’

Stolen cars are registered in states with loose vehicle title laws,
often through a mailed-in application. The thief uses the
resulting  documentation of  ‘ownership’—registration
certificate and license plates—to sell the vehicle.

The intentional alteration of the Vehicle Identification Number
(VIN) and the use of the fictitious VIN on counterfeit
ownership or registration documents. The vehicle is then sold
to an unsuspecting buyer.

The ‘identity’ of a salvage vehicle (VIN plate, license plates,
and title or bill-of-sale) is transferred to a stolen vehicle of
similar make and model. The stolen vehicle is then sold under
this identity.

While the overall number of vehicle thefts in Illinois has declined since the Council
began in 1991, the problem of vehicles stolen for the sale of their parts or for retagging
operations (selling vehicles with altered or falsified identities) persists.




Program Summary

The Secretary of State (SOS) Speciad Audit Teams Program works to stem the flow of
stolen vehicles and essential parts, to reduce the number of retagging operations, and to
reduce the number of Illinois title documents issued based on falsified or improper
documentation.

The SOS Special Audit Teams conduct audits of salvage yards, repairers, rebuilders, and
scrap processors. The audit is a full verification procedure requiring the accounting for
al vehicles and documents covering the dealers past three years of operation. The goal
of these unannounced audits is to create a climate in which licensees are reluctant to buy,
sell, or possess stolen vehicles or parts due to the probability of being apprehended.

For the most part, the audit teams randomly select dealers to be audited. In some cases,
the teams re-audit dealers whose previous audits uncovered a large number of violations.
In addition, the teams inspect and audit out-of-state buyers who hold licenses to purchase
vehicles and parts from Illinois salvage pools.

The program also regulates 14 insurance salvage pools, checking vehicles that have been
deemed ‘beyond economical repair.” The titles of the pool vehicles and their serid
numbers can be used to disguise stolen vehicles as legitimate ones. All vehicles in the
insurance pools are documented, and sales information is used to track them both in state
and out-of-state. Tracking salvage vehicles and essential parts provides another set of
checks and balances to the vehicle resale system.

Operating since 1992, the SOS Special Audit Teams Program links the efforts of the
Secretary of State Department of Police, Council-funded task forces, and other Illinois
law enforcement agencies. The audit teams pass on cases to SOS Department of Police
districts throughout the state for investigative follow-up and disposition, either by
criminal or administrative action. Audit cases are also given to other law enforcement
agencies, including Council-funded task forces, for follow-up on arrests and convictions.

Implemented by the Secretary of State Department of Police, the program covers the
entire state of 1llinois, but targets its operations to the areas of greatest need identified in
the Council’s 2000-2003 Statewide Motor Vehicle Theft Prevention Strategy, the
counties of Cook, Will, Winnebago, Peoria, Madison, and St. Clair.

The SOS Specia Audit Teams Program consists of 31 Secretary of State Department of
Police personndl. The audit teams conduct their activities from four offices, located in
each of the target areas.

The SOS Special Audit Teams Program is the only unit of its kind in Illinois. No other
[llinois Motor Vehicle Theft Prevention Council-funded programs duplicate its services.




Program Activity

Since the program began in June 1992, through December 2000, the SOS Specia Audit
Teams have audited over 24,000 businesses and inspected more than 670,000 vehicles
and 185,000 essential parts. The program has generated over 9,500 law enforcement
cases. Figure 1 shows the number of audits conducted and cases generated for each
completed program year.

Figure 1
SOS Special Audit Teams
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Since 1992, the audit teams have recovered an estimated $9.4 million worth of stolen or
contraband vehicles and parts. The teams recovered 690 stolen vehicles worth an
estimated $3.2 million. In addition, the task force has recovered 3,147 contraband
vehicles with a total estimated value of $5.8 million. Figure 2 shows the value of stolen
and contraband (illegally imported) vehicles recovered for each completed program year.

Figure 2
Value of Vehicles Recovered
by SOS Special Audit Teams
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The number of deadlers audited each year is affected by factors such as variations in
annual funding, program staff turnover, and variations in the number of dealers operating
in the state. From 1992 through 1998, the audit teams audited an average of 38 percent
of the dealers operating in Illinois each year. In 1999, the program made a procedural
change that increased its audit activity. From the program’s inception through 1998, two

auditors conducted each audit.

Beginning in 1999, audits of smaller dealers were

conducted by a single auditor. This policy resulted in a 50 percent increase in the number
of audits conducted in 1999 as compared to 1998 (see Figure 3). In 2000, the program
continued this policy of sending one auditor to the smaller dealers.

Figure 3
SOS Special Audit Teams Program Activity
1992*( 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | TOTAL
Dealers in lllinois 6,086| 6,569| 6,958| 6,784 6,162 6,091 6,774 5,191| 5,896 ===
Audits Conducted 2,144( 3,025| 2,184| 2,925( 2,378| 2,228 2,539| 3,841| 2,781 24,045
% of Dealers Audited 35%| 46%| 31%| 43%| 39%| 37%| 37%| 74%| 47% ----]
Violation Letters 1,069 2,173 943( 1,183 981 631 521 603 599 8,703
% in violation 50%| 72%| 43%| 40%| 41%| 28%| 21%| 16%| 22% 36%
Cases Generated 1316| 2288 1022| 1258| 1098 677 588 861 657| 9,765
% Generating Cases 61%| 76%| 47%| 43%| 46%| 30%| 23%| 22%| 24% 41%
* July 1992 to December 1992.
Source: Performance Reports, SOS Special Audit Teams
Figure 4

Number of Audits and Percentage
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Funding Summary

The Illinois Motor Vehicle Theft Prevention Act that took effect on January 1, 1991
created the Illinois Motor Vehicle Theft Prevention Council. The Council has the
statutory responsibility to prevent, combat, and reduce motor vehicle theft in lllinois.

The Act established the Motor Vehicle Theft Prevention Trust Fund, a special trust fund
in the State Treasury, from which the Council makes grants to eligible applicants for
programs that address the problem of motor vehicle theft in Illinois. The Act requires all
insurance companies licensed to write private passenger motor vehicle physical damage
coverage in lllinois to pay annualy into this trust fund an amount equal to $1 for each
earned car year of exposure for physica damage insurance coverage during the previous
calendar year. About $5.8 million is collected each year.

The Secretary of State Special Audit Teams Program is funded by the Motor Vehicle
Theft Prevention Trust Fund. Figure 5 lists the amount granted to the unit for each
program year. The component of the program that monitors insurance pools and tracks
essential parts began in 1994 as a separate funded program; starting in 1997, the two
programs were funded under a single grant. In the table below, separate grant amounts
are listed for the years that the programs were separate, along with the total amounts
granted to and expended by the two programs together.

Figure 5

SOS Special Audit Teams
Funding by Program Year

I nsurance Total
Pools Expenditures
1993° | $1,066,410 $1,066,410 $990,033
1994 | $1,625,028 | $282,715 $1,907,743 $1,831,852
1995 $1,275,871 | $360,778 $1,636,649 $1,327,600
1996 $1,154,881 | $289,410 $1,446,291 $1,331,030
1997 $1,538,295 $1,538,295 $1,326,737
1998 $1,554,687 $1.554.687 $1,301,183
1999 $1,509,208 $1,509,208 $1,322,838
2000 $1,175,000 $1,175,000 $1,100,595"
TOTAL | $10,899,380 | $932,903 $11,834,283 | $10,531,868
*July 1992 to June 1993.

**July 1993 to December 1994.

‘tJanuary 2000 to November 2000.

Unexpended funds are returned to the Council.




Conclusion

The Secretary of State Special Audit Teams Program works to reduce the illegal activities
of dealers of vehicles, parts, and scrap in Illinois. The teams aim to create a climate in
which deders are reluctant to buy, sell, or possess stolen vehicles or parts due to the
likelihood of being apprehended.

Since the program began, the audit teams have seen a substantial increase in dealer
compliance with the law. In 1993, the program’s first full year of operation, 72 percent
of the audits conducted uncovered one or more violations, and 76 percent generated cases
for law enforcement investigation. These percentages declined considerably as the
program continued. In 2000, 22 percent of audits found violations, and 24 percent
generated law enforcement cases (see Figures 3 and 4 above). Since the number of audits
has remained high, the declining percentage of violations suggests a substantialy higher
compliance rate among dealers.




