I-95 Corridor Coalition 
Multi-State VMT Administrative, Institutional and Legal Analysis 
DMV Outreach -- Consolidated Report

I.  Background

-- Interviews were held with eight DMVs located in the I-95 Corridor including:  PA, MA, FL, NJ, NY, VA, MD and DE.  This report consolidates the states’ responses.  

-- States were provided with the project background including Task Memorandum #1 and, were made aware of the purpose of the project and guided to additional information on the Coalition’s web site.

-- States were advised that the Telvent team was seeking input, information, ideas and perspective on the institutional and administrative requirements of a VMT-based fee system.  They were reminded that the team was not looking for policy positions of states regarding a VMT system.   They were also advised that the project was designed to inform the discussion and identify issues and requirements surrounding how a VMT system might work and its impacts, especially those that could involve DMVs.   It was noted that the team would be interviewing toll authorities and private entities for their perspectives on the administrative and institutional issues of a VMT-based fee program.

-- A series of questions was developed to get information on the states’ current registration processes, their perspectives on IRP operations and to gather input on some of the potential VMT administrative functions.  

-- The states ratified a number of the observations and information gleaned from the meetings with AAMVA and IRP.  

 Current Processes 
1.  States current registration processes are highly automated and work very well.   The addition of a VMT-based fee to the registration process is a concern. Overwhelmingly, states pointed to the automation of their existing registration systems as one of the reasons their registration process works well.  They pointed out that while all their processes may not be highly automated, annual registration is one of the most highly automated processes of the DMV.  Motorists can understand it and it is easy to complete.   States have added other fees onto the registration fee and have incorporated those fees into the overall process but, they note that those fees are much easier to understand and not as variable as a VMT fee could be. The addition of any VMT-based fee to the current renewal process was met with concern and issues by DMV Administrators based on the potential impact this “add on” layer would have on a process that works well and is so highly automated.

2.  States’ current registration processes are handled by more than the DMV in some states like Florida and New York and, any VMT fee program in those states would need to interface with that structure.    County Clerks in New York and County Tax Collectors in Florida are the primary registration conduits for customers to title and register vehicles.  The process is complicated by the variations in additional fees and personal property tax in these county-based renewal systems.  These local entities also receive a percentage of each transaction total or a flat fee.  The incorporation of a VMT fee could be met with resistance from these entities, especially if it impacted the revenue stream or added additional burden without additional compensation.  Any VMT system administration included in the registration system must address county involvement in those states that use this structure.  
3.  States use a variety of transaction service channels and are pushing more and more transactions to the web. Any VMT-based system would need to accommodate current state trends to move as many transactions as possible to the web and accommodate this service channel option.  While many states still have even splits in service channel transactions among the mail, the Internet and the counter, there is a growing trend to move as many transactions to the Internet as possible.  State motivations are to reduce operating costs and provide greater customer convenience.  States, such as Virginia, are using incentives (such as a $1 fee discount) to move customers to the web service channel.  Conversely, Virginia charges a $5 fee for counter service to reduce face-to-face visits.  
State intentions to use the Internet channel as the preferred channel for transactions speaks to the need to provide this service channel for as many as possible VMT customer facing transactions and to design VMT programs that do not require DMV face to face transactions. 
4.  In order to improve efficiency and reduce costs, states are looking to complete more of their registration processes electronically; VMT administrative functions need to be highly electronic and as paperless as possible.  Having been the “paper tiger” for many years, state DMVs are moving away from paper processes to highly electronic, paperless processes.  For example, almost all of the states interviewed have partnered with third party providers to provide optional electronic titling and registration at dealerships and some for casual sales transacted at agent offices.  States, like PA, have begun requiring mandatory electronic liens versus the printing of titles and states are considering eliminating sending renewal notices to customers.  Much of this activity is done to improve efficiencies, but also to further reduce costs because of budget constraints.  States noted that any VMV process must be fully electronic if possible and as paperless as possible.

5.  Registration evasion is an issue in some states, is difficult to quantify, is the result of an inability to pay other requirements such as mandatory insurance and is primarily regarded as a law enforcement issue.  VMT enforcement components to avoid evasion need to be robust, fines need to be consequential and/or consideration should be made for VMT to be paid as an upfront fee. Most states could not provide evasion rates or specific details on the extent of registration evasion but did note that anecdotally there are issues.   PA pointed out that there are many underlying issues that result in registration evasion, and rates are quantified loosely based on uninsured motorist rates.  In PA, approximately an 8% uninsured motorist rate exists, which could translate to an 8% registration evasion rate.  Fines are also low for evasion.  DMVs noted that evasion is primarily based on a customer’s ability to pay and adding one more cost, such as VMT, will aggregate the customer’s payment ability, logically provide one more weak point in the system and potentially increase evasion – resulting in “a vicious cycle.”   States that have raised registration fees (like Florida) have noted that evasion is becoming more of an issue.  In some states, like Virginia, locals rigorously enforce registration requirements. 

6. VMT information vacuums will exist in states where immediate vehicle ownership is not known, and temporary registration authorization is provided but not linked to the state’s registration database.  States are mixed on how they handle temporary registrations as some view this as a “temporary” situation (around 30-90 days) where manual processes are more cost effective, and others want to be able to track the vehicle ownership electronically in all phases of registration. Some states interviewed do not link their temporary registrations to their registration database, some do and some are working toward this goal.  There may be instances where the vehicle owner is not known and travel mileage is not associated with the “owner.”

7.  The involvement of other entities (especially local elected officials) that handle vehicle registration will add another layer of stakeholders and complexity to VMT fee collection if linked to registration.  DMVs primarily are the institution that handles most registration fee transactions.  Some states have engaged private entities, such as AAA or other agents (DMV Selects), and some allow new car dealerships to renew registrations.  The private agent arrangement is generally transparent.  However, in some states (Florida and New York) local elected entities such as County Clerks or Tax Collectors are the primary conduits for registration (and oftentimes personal property tax) fee collection.   This will possibly add layers of process complication (collection, disbursement) to VMT and certainly require local stakeholder involvement.  New York noted that County Clerks would be very concerned with any aspect of VMT if it impacted their operations and revenues.  

8.  All DMVs handle fund distributions to DOT, general funds and/or other funds ranging from EMS to air pollution to local sales tax.  Only two states of those interviewed handle fuel tax collection and distribution.  The states that handle fuel tax collection pointed out the low cost of collection.  Costs are $1.6 million in Delaware and $2.3 million in Virginia.  

IRP
1.  The IRP system works very well for practically all jurisdictions interviewed.  The states noted that IRP works so well because it is a mature model, states need to (must) cooperate with one another to ensure funds are collected and there is a sense of community.   A few concerns were raised, primarily having to do with access to information in the Clearinghouse and states desire to verify information to ensure that they are getting their “fair share.”  IRP noted that they are addressing these issues with software changes underway.
2.  Some states believe that IRP is a good model to consider for VMT because it is a “refined” and highly automated process, but others think it is “too far fetched” to consider IRP as a VMT model.   Again, IRP is touted by the states as a very effective model and program.   States are pleased with its operation. It is consistent from jurisdiction to jurisdiction (everybody uses the same playbook) and there is a sense of responsibility and a need to work together.  It was pointed out that it took 15 years for IRP to reach this level of maturity.  The Clearinghouse and the audit protocols are two of the things that were often touted as things that work best about IRP.  As well, the federal framework was identified as the backbone and motivator for the program.  Some noted that elements of IRP (Clearinghouse, base state concept) may work as a model for VMT, but that it would not work as well in practice because of the potential large scale vehicle population, lack of record keeping by “regular” motorists and the potential for numerous and varying fees. 

The states pointed out that IRP operates well because it is based on a finite number of vehicles, and fees can be calculated expeditiously on standard state rates that are also finite.

General Input

VMT and Administrative Functions –DMV Perspectives
1.  State DMVs have a basic understanding of the VMT concept.  Those state DMVs housed in DOT’s have a more detailed understanding of the VMT concept, but there is still very little understanding of how the technology and the administrative functions might work together for DMV to serve as the institutional arrangement for VMT.  Absent understanding the technology and absent a selected technology approach, the “how to” is difficult to grasp from an operational perspective.  Some Administrators could actually envision a VMT system in the longer term combined with their DMV registration system.  This vision is more prevalent in states that are expecting to complete major system upgrades very soon.  One state also could (with additional resources) implement VMT if an after-the-fact odometer-based program was implemented. They noted that the process could be incorporated in routine safety or emission inspection visits and that billing could be completed as part of the registration process.  That effort would still require additional resources. It was noted that change is possible, and like any change, concepts like VMT will take time to understand and be absorbed by everyone involved – including DMVs and the customer. 

2.  State DMVs see a role for the private sector in administering VMT-based fees.  State DMVs currently have arrangements with the private sector to handle a variety of core business functions.  For example, one DMV uses a private sector provider to handle its call center; many use third party providers to interface with dealers and agents to provide for titling and registration functions, some use IRP contractors to handle system administration and auditing and some use private sector providers for temporary registration tracking.  Increasingly, DMVs have looked to the private sector to supplement resources, implement electronic transactions and to help reduce costs.  Florida most recently used a model that permitted a vendor to design and implement their temporary tag system on a cost per transaction basis.  Many note that this is the trend because of increasing volumes and higher service expectations, coupled with a need to cut operational costs because of budget reductions.  Some DMVs would see the use of a private sector contractor for VMT as concerning, especially from sharing of personal data and revenue reliability standpoints.  Others point out that under a clearly defined contract, (specifically regarding the usage, storage and protection of personally identifiable information) such an arrangement may work.   

3.  No DMV currently (or in the near term) has the capacity (process, people, systems, etc.) to handle a VMT-based fee structure.  Some DMVs, especially those that are moving to new (more flexible) computer systems may have future capabilities depending on the complexity of a VMT system, but all noted that it would take a significant investment in systems and capacity for it to perform any of the administrative functions of a VMT system.  Most cannot envision that capacity in the future based on current trends.

4.  It would take significant additional resources for any DMV to administratively handle a VMT-based fee collection system.  DMVs noted that an administrative role for VMT fee collection would impact its core business, require replacement of old and antiquated systems and require a new resource heavy separate unit.  They noted that they would need a much better understanding of VMT and any associated processes to be considered as the institutional entity to handle the administrative aspects of a VMT program. They noted that, as always, they would do what their Governor required, but this type of program would be “a heavy lift.” 

5.  State DMVs understand the need for interconnectivity among states or a network that would allow for the exchange and use of vehicle ownership information, but many do not think that the National Motor Vehicle Title Information System (NMVTIS) is the appropriate framework.  The NMVTIS got mixed reviews from states interviewed.  Many view it as a good anti-fraud system that does have usefulness to the registration process.  Some noted that it is still a very new and immature system, and some don’t ever see all states becoming members unless it is mandated (with sanctions) and full funding is received for states to implement and maintain.  One state noted that they are concerned with the current capacity of NMVTIS to handle data, and it is unlikely that every state will buy into NMVTIS in the short term and just as unlikely in the long term.  Some noted they just don’t have the funding or IT resources to become part of the system.  States pointed out that NVMTIS was not designed or envisioned for a VMT process, nor is it mature enough (consistent and timely data from all states) to be considered at this time.  Adding owner information brings another element of concern from a privacy perspective.  The addition of any personal information to NMVTIS was a widespread and significant concern among the DMVs interviewed.  The DMVs recognize that connectivity and data sharing would be important components of a VMT system, but they observed that NMVTIS is a long way from being that vehicle. 
6. While they recognize why they may be the “most likely” perceived institution to administer a VMT-based program, DMVs resounded that they are not the most suited entity and can’t point specifically to who would be the best institutional entity to do so.    DMVs overwhelmingly do not think that they should be the “point” for VMT-based fee administration. They noted that with many huge programs, there is a misconception that new initiatives can just be layered on or folded into the DMV, and that is not always the case. “ DMV makes sense” as the VMT institution, but it would detract from the core mission, require a much different perspective and require the development of a new operational system complete with unfamiliar processes and procedures.  They noted that Departments of Finance, Taxation or Revenue might be better suited, as some now are responsible for fuel tax collection, they also have a yearly contact with every citizen, and VMT is a type of tax.  Some DMVs were also reluctant to name any other state agency.    Some noted that toll authorities might be better suited based on their experience with EZ Pass and backroom operations. Even when they did not cite a specific entity, the DMV pointed out that the entity must be trusted, must understand the complexity of the program and must have the capacity to collect, net and distribute funds.    It was noted that states do have a level of comfort with AAAMV and IRP based on past performance and that it would be difficult for other entities to secure that trust without past performance histories with states. They point out that one of the key criteria for successful VMT administration would be an understanding of a large back office environment (such as current operations of toll authorities and credit card companies).  They recognize the limitations of their current capabilities and believe that a private entity, under contract, could be the most viable institution to consider for VMT administration. 

7.  There are many administrative challenges for DMVs in implementing a VMT-based fee structure.   Funding (who pays), computer systems impacts, lack of staffing resources and capability, and lack of knowledge surrounding the concept are the greatest administrative challenges facing DMVs in implementing a VMT-based fee structure.  One DMV noted that without the systems, funding and political outreach (especially locally with the counties) the program is a showstopper. The DMVs would be challenged by privacy issues, the fiscal impact would be significant, and the required technology changes/new systems would be extensive.   The New York DMV noted that they have trimmed their work force from 3100 people to 2700 people and the complement continues to decline.  It is unlikely that this DMV or others will get more people in the future based on the cost cutting underway in most states.  

8.  The VMT concept in general was hard to understand based on the ease of administration of the current fuel tax system.  DMVs recognize that new ideas have to be considered for fuel tax fees, but wonder if the “juice is worth the squeeze” to move to a new system, like VMT, that has such a visible impact.   Converting to this type of system would require extensive data collection, have public perception and privacy concerns, require extensive fee calculations and almost fail safe technology.   They contend it would be a very difficult transition.

Observations/Conclusions

1. “Another Initiative.”  VMT falls under the “not one more thing” category when DMVs are asked about the potential possibility of their agency being the institution that houses some or all of the administrative functions of the system no matter what the technology.  In past years, DMVs have been overwhelmed by initiatives that state legislatures place upon them -- like the collection of library fines, voter registration application, EMS fee collection, etc.  This saturation of non-core business responsibilities (often absent additional resources) concerns DMVs --- VMT is not an exception.

2.  Lack of Understanding Breeds Skepticism.  The lack of understanding of the technology and how a system may work adds to the apprehensiveness of the DMV being included in any of the administrative functions.  One DMV Administrator noted that any VMT system that is implemented needs to be very simple, kept simple in all functionality, simple to understand from the customer and institution perspective, simple to communicate and simple to enforce.  

3.  EZ Pass Operators Understand System Complexities.  The discussion with Jack Henneman regarding the capacity and capabilities of EZ Pass system operators and their contractors highlighted the understanding of most of the functions necessary for a VMT system intuitional arrangement.  These system operators have much more experience integrating the combined functions than most DMVs and better understand the complexities of system technologies.  The ideal institutional arrangement may be a quasi-government entity, such as a toll authority, using a private vendor familiar with these types of operations on a large scale.   A critical component of the consideration of such an arrangement would be the ability for the DMV to share personal registration data. 

4.  Vendor Direct Model.  It is clear that resources (funds or personnel) do not exist to allow for new program initiatives in many states, and that they have increasingly turned to using a vendor direct model.   The Florida DMV used this model to implement their temporary registration system.  They did not have the funds to build, implement or maintain the system, nor could they provide help desk support or IT resources for the project.  The “vendor direct” approach gave the vendor all the program implementation and support responsibility (under state IT, temporary registration process and information usage guidance) and allowed the vendor to recoup costs based on a per transaction charge.   The DMV noted that they expect this model to be more and more prevalent based on continuing state budget issues and reduced staffing. This is not unlike what is happening in other states.  A VMT model likely needs to be designed, implemented and built using a per transaction-based payment system that includes implementation and maintenance costs.  
5.  Privacy and Data Confidentiality Issues are Paramount.   Data use, data access and the sharing of confidential data (provided to DMVs for the purpose of vehicle registration) are some of the most significant administrative hurdles for any entity, other than a DMV, who may serve as the administrative VMT institution.   Delaware provided an excellent example of the institutional changes that were made to address the use and protection of confidential information involving the state toll authority.  Virginia noted concerns with sharing information with EZ Pass without specific legislation.   Many states interviewed noted that legislatures are adamant about privacy and data protection issues, and that this would be a significant issue likely to continue in the future.  Toll authorities have formed good working relationships with DMVs to secure data for enforcement purposes, but the underlying issues of control and access to the data remain especially with authority private contractors. 
6.  IRP is a good model in principle, but not in application, for VMT.    Almost all states interviewed acknowledged the benefits of IRP and noted that it works very well for states, and states work very well together.   However, most indicated that IRP works so well because it has been in existence for more that 15 years, it is a mature model and that many of the issues have been worked out over time.   In addition to its maturity, states noted that IRP works best because of the small number of accounts that are handled in each state compared to the population of registered vehicles and that a dedicated staff of trained, “expert” employees staff the program.  A VMT system would require a much larger set of vehicles and subject matter expertise well beyond a small unit.  The Clearinghouse concept, the principles of netting, state-to-state fee setting and governance are model applications for VMT.    
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