VMT FEE OPTION
Revenue Option: Replace Motor Fuel Tax with Fee for Vehicle Miles Traveled (VMT)
Proposal: Refer to the voters a referendum to 1) phase in a VMT fee to replace the state motor fuel tax and 2) exempt VMT revenue from the TABOR restriction on growth.
Rationale: Due in part to rising vehicle fuel efficiency, Colorado’s motor fuel tax revenues have slowed despite continued growth of vehicle miles traveled throughout the state.  With inflation, motor fuel tax purchasing power is deteriorating as transportation demands and costs increase.  A VMT fee – which in time may be assessed based on type of road, location, time of day, type of vehicle, and other factors – may be seen as an equitable alternative to the motor fuel tax.   
Collection, Distribution, and Administration: Collection is highly problematic.  A recently completed pilot program in Oregon charged 260 volunteer test drivers based on VMT and credited their state motor fuel tax at the time of fuel purchase.  Participants were provided with a “mileage-counting device” and required to fuel at select service stations.  Preliminarily reported successes included “zone differentiation, mileage counting accuracy, transaction administration integration with gas tax collections, mileage data transmission at the fuel pump, and 91 percent acceptance by participating motorists.”  “Lessons learned” and “areas in need of further improvement include” “retrofitting of existing vehicles with mileage counting technology is problematic because technology applications for various vehicle makes and models are not standardized; technical assistance to fuel stations is needed on a continuous basis; improve the speed of cash transactions at the fuel pump; and improve mileage data transmission at the fuel pump to 99.99 percent accuracy.”

If designed to replace the motor fuel tax, revenues could be credited to the HUTF and distributed under current statute or by new formula.
Administrative burden, technology, and voter skepticism are some of the factors opposing implementation.  Issues to overcome include (1) retrofitting existing vehicles and/or mandating inclusion of technology in new vehicles, (2) fraud in self-reporting of odometer readings in lieu of retrofitting, (3) voter skepticism of “big brother,” and (4) collection of tax “at the rack” versus “at the pump.”
Constitutionality: Though an argument may be made that this charge represents a specific fee for services rendered by government, it might appear difficult to implement this program without voter approval.  A vote would be required to exempt VMT revenues from the restriction on annual growth.  Article X section 18 of the Colorado Constitution requires that any charge with respect to the operation of a motor vehicle upon the public highways be used exclusively for the construction, maintenance, and supervision of the public highways.   
Estimated Tax Calculation:  For comparison purposes, this analysis assumes a full conversion from motor fuel tax to a VMT fee on January 1, 2008 and shifts any fiscal year estimates to the calendar year.  Using CDOT projections of statewide VMT, a charge of $.01 per mile traveled generates approximately $505.9 million in 2008. For comparison, CDOT’s 2035 Revenue Forecast for Resource Allocation projects $532.9 million in 2008 motor fuel tax revenues.  Over the full 2035 plan, a $.01 charge on VMT would raise an estimated $1.95 billion more than would motor fuel tax, in nominal dollars.  The graphs below chart projected motor fuel tax revenues against VMT revenues at levels of $.009 and $.01, in both nominal and in 2008 dollars.      
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Use of Proceeds: If this fee replaces the motor fuel tax, uses would be consistent with current uses of HUTF receipts.  
� http://www.oregon.gov/ODOT/HWY/RUFPP/mileage.shtml
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