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Transferability Bill



Thank you Mr. Chairman and committee 
members. My name is Phil Lathrop, I’m 
an independent used car dealer, and 
I’ve run a family business in Garland, 
TX for 28 years. For all of these years, 
the mechanic’s lien was defined as 
a possessory lien. As long as the 
mechanic was in possession of the 
vehicle then he deserved to get his 
money. We stand behind that; we think 
that if somebody works on a car they 
do need to be paid. The challenge to 
this is 3rd party entities that have 
come forward transferring these 
mechanic liens and actually going 
and repossessing cars, and now the 
definition is not as solid.  The House 
Business and Industry committee 
looked into the existing statute and 
said that the wording was clear. But as 
time has gone by, some people in the 
industry and third party financing have 
approached the Tax Assessor’s Office in 
Denton and threatened to sue the Motor 
Vehicle Division. And now the court 
system has given varying opinions on 
this matter, so we definitely need some 
clarification — and this amendment 
would do that. I do use a line of credit 
from a bank in my business and the 
fear is this: if our collateral, which is 
the portfolio of loans that we give to the 
bank, is questionable as to the security 
that is put forth, or the banks feel that 
their collateral is threatened by these 
situations of 3rd party financing, then 
the fear is that the banks will exit the 
industry. And that would be some pretty 
big fall out for us. So I’m asking you to 
support 2076. I thank you for your time 
and if you have any questions I’ll be 
happy to answer.

This is the story of the suc-
cessful passage of HB 2076 
and the people who made it 

happen. Like a lot of legislation, this 
bill took a number of unexpected 
twists and turns on its journey to 
the governor’s desk. So, with such 
a tale to tell, where to start? Well, 
how about at the beginning…

What’s the Problem?
Circa 2009, the problem was 

fraudulent mechanic’s liens. For 
many years an increasing number 
of unscrupulous individuals pos-
ing as “mechanics” had been taking 
advantage of the fact that in Texas, 
an auto mechanic’s lien is supe-
rior to a previously recorded car 

creditor’s lien. Although a mechanic 
was required to provide certified 
mail notice of his lien to a car credi-
tor, notice from these individuals 
commonly lacked complete infor-
mation, or provided no information 
at all. Translation: the bad guys just 
wanted the certified mail receipt to 
allow them to get a clean title. In 
many cases the fraudsters had no 
desire to actually “notify” the car 
creditor at all. As a result, fraudu-
lent “mechanics” were able to sell 
a vehicle out from under the lien-
holder without obtaining a release 
of lien, and in some cases complete-
ly unbeknownst to the lienholder.

TIADA brought the issue of 
fraudulent mechanic’s liens to the 

legislature that year, and thanks to 
the efforts of Rep. Patricia Harless 
(TIADA past president) and Sen. 
John Carona, a bill was passed that 
brought significant reforms to the 
process. Among those reforms was 
a key requirement that a mechanic 
not only notify the owner and any 
lienholder of the mechanic’s lien, 
but that he also file an official notifi-
cation with the county tax assessor-
collector. The TAC was then re-
quired to notify the lien holder, thus 
ensuring a car creditor did indeed 
get reliable, timely notice.

In January of 2015, a bulletin was 
sent to the TAC’s by TxDMV which 
modified this process. TxDMV 
took the position that, according 

to statute, a mechanic could actu-
ally foreclose on a lien 30 days after 
providing notice to the lienholder, 
rather than 30 days after providing 
notice to the TAC. The upshot of 
this new interpretation was that a 
mechanic could conceivably fore-
close on a lien prior to the lienhold-
er receiving notice of the lien from 
the TAC. Needless to say, this was 
not good news for car creditors, as 
this created a serious loophole for 
the bad guys to potentially exploit.

Although it was somewhat late in 
the process to be asking for a bill to 
be filed, TIADA brought the mat-
ter to Rep. Rene Oliveira, chairman 
of the House Business & Industry 
committee and the 2014 recipient 
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of the TIADA Independent 
Award. Chairman Oliveira gra-
ciously agreed to author HB 2076, a 
cleanup bill that would amend the 
statute to close this loophole. The 
bill was not expected to encoun-
ter any substantial opposition; as 
one might expect, the interests of 
the particular type of bad guy that 
might oppose such a bill are not 
very well represented at the Capitol.

 
Problem solved, 
right? Not so fast, 
my friend…

Another front on the mechanic’s 
lien issue had opened in 2013 when 
Jim Pitts, chairman of the power-
ful House Appropriations com-
mittee, filed a bill that would have 
effectively allowed a mechanic’s 
lien (and its superior lien position) 
to be transferrable to a third party 
finance company that had financed 
the vehicle repair. TIADA worked 
diligently with the chairman and 

his staff to explain the destabilizing 
effect such a bill could have on the 
industry for everyone from BHPH 
dealers to captive finance compa-
nies. In the end, Chairman Pitts 
agreed with the association’s posi-
tion and allowed the bill to die in 
committee.

At the request of TIADA and 
recognizing the importance of the 
issue, House Speaker Joe Strauss 
assigned the matter as a topic for an 
interim study by the B&I commit-
tee. On May 27, 2014, TIADA testi-
fied before the committee, strongly 
urging the legislators to conclude 
that mechanic’s liens were not, in 
fact, transferrable under current 
statute.

In the meantime, a finance com-
pany called Fix It Today (FIT) had 
begun financing vehicle repairs, 
then foreclosing on a “mechanic’s 
lien” when the customer defaulted 
on the repair note. FIT would re-
possess the vehicle with no regard 

for the existing car creditor’s lien, 
claiming their “mechanic’s lien” 
was superior. As one might suspect, 
this resulted in litigation, with two 
different cases landing in appellate 
courts in the 2nd and 8th districts 
of Texas, respectively.

TIADA State President and then-
Legislative Committee Chair Phil 
Lathrop, who testified in favor of 
the bill before the Senate Business 
& Commerce Committee, under-
scored the importance of the issue: 

“We have to realize this is a big 
deal. A mechanic’s lien is superior 
to ours, so when a third-party fi-
nance company’s business model 
is to rip off dealers by buying a 
superior lien position, we have a 
problem.”

FIT made no secret of the fact 
that their business model was to 
exploit the superior position of a 
mechanic’s lien to guarantee their 
loans. In the April 2015 edition of 
the Superlawyers publication, FIT’s 
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attorney made the following state-
ment: “So whenever these guys 
repair a vehicle, they have the top-
priority lien. It could revolutionize 
this industry. Fix It Today was built 
based on my advice for how a com-
pany that expands across the state 
of Texas — as opposed to just be-
ing an individual shop in one lo-
cale — could utilize workers’ liens 
to secure their fees.” 

The primary issue for TIADA 
members was not the threat of los-
ing a vehicle to a mechanic’s lien 
— a relatively rare occurrence. A 
far more serious matter was the de-
stabilizing effect that transferrable 
mechanic’s liens could have on the 
industry by seriously threatening 
the lines of credit dealers are depen-
dent upon. 

As dealers know, banks provide 
that line of credit because it is se-
cured by a receivables portfolio — 
retail installment contracts contain-
ing solid, first-priority liens. TIADA 
realized that, if a finance company 
could step in at any time and claim 
an unrecorded mechanic’s lien, su-
perior to the original lien, with no 
notice, those lines of credit would 
be severely jeopardized. The result-
ing pullback by the banks could 
threaten the stability of the vehicle 
financing industry as a whole.

In May of 2015, the appellate 
courts handed down decisions 
with contradictory opinions.  Fix It 
Today claimed victory in one case, 
openly threatening to sue the Texas 
Department of Motor Vehicles if 
the agency didn’t instruct counties 
to start processing the company’s 
mechanic’s lien claims immediately. 

The association realized the 
urgent need to take action and ap-
pealed to Senator Robert Nichols, 
Chairman of the Transportation 
committee, for help. Sen. Nichols 
had agreed to carry the original 
cleanup bill which had just recently 
been passed out of the House and 
assigned to the Senate Committee 
on Business and Commerce. 
However, TIADA was now asking 
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for a substantial amendment to the bill that would clari-
fy that mechanic’s liens were not transferrable. This was 
a big ask — and with only one week left before the end 
of the session, there were no other options available.

Fortunately, the offices of both Chairman Nichols and 
Chairman Oliveira were willing to step forward and ac-
cept the challenge of addressing this issue.

“When Senator Nichols and the independent dealers 
came to us with the amendment, we were immediately 
supportive,” stated JJ Garza, chief of staff for Chairman 
Oliveira. “Transferability of mechanic’s liens can have 
a very destabilizing effect on the industry. In order to 
keep that destabilizing effect from occurring, we knew 
something had to be done.”

HB 2076 achieved final passage and was signed into 
law by the Governor on June 19, 2015.

“Kudos to Senator Nichols and Representative 
Oliveira for their leadership on this issue, we couldn’t 
have asked for more,” said TIADA executive director Jeff 
Martin. “But I also want to say, this victory just doesn’t 
happen without the support of our dealer members. 
They called, they emailed, they walked the halls of the 
Capitol, they testified before committees, and we got a 
big win. This is what associations are supposed to do — 
and our dealers did it.” 
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