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Surface Transportation System 
Funding Alternatives Program

FAST Act Section 6020
Purpose: “To maintain the long-term solvency of the Highway Trust Fund”, 
creates a grant program for alternative user fee revenue projects.
Funding: $95 million through 2020 ($15m in 2016 and $20m each year 
thereafter) with 50% state match funding (total funding $190m).
Applicants: State Departments of Transportation or groups of states.
Type of Projects: Large scale.
Deadlines: Annual solicitations not required.

• 2016 (June) first solicitation.
• 2017 second solicitation to commit remaining budget funds ($80m).



Surface Transportation System Funding 
Alternatives Program

Program funds state pilots: road usage charge (RUC) / vehicle miles 
travelled (VMT) / mileage based user fee (MBUF).
• First funded opportunity offered by Congress for states to study mileage 

based fees as a potential solution to the transportation funding gap.
• Several states have already begun studying RUCs because of declining 

state fuel tax receipts.
• RUCs are fees based on miles driven, time of day or route chosen (utility 

fee model) instead of amount of fuel consumed.
• More equitable than the fuel tax in some ways because most highway 

costs are related to miles driven, not the type of fuel used or the fuel 
efficiency of vehicle.



Estimated Federal Road Usage Charges
Scenario Car

charge
per mile

Increase 
over gas tax 
(18.4¢/gal)

Truck
charge per
mile

Increase over diesel tax (24.4¢/gal)

Replace current fuel tax receipts 
($34b)

.9¢ n/a 3.2¢ n/a

Meet current spending levels 
($53.5b)

1.5¢ 72%
(31.6¢)

5.4¢ 43%
(34.8¢)

Maintain existing conditions 
($78.4b)

2.2¢ 153%
(46.6¢)

8.4¢ 120%
(53.8¢)

These amounts do not include start-up or ongoing administrative costs. 
U.S. Government Accountability Office, Highway Trust Fund, Pilot Program Could Help Determine the Viability of Mileage 
Fees for Certain Vehicles, GAO-13-77, (Washington, DC 2012). Retrieved at http://www.gao.gov.



Tolls v. Road Usage Charge
Similarities

• mileage based fee
• can affect driving choices

Funding Objectives
• Tolls fund discrete systems and only affect drivers using that system.
• RUC can fund the state’s entire roadway infrastructure and will affect all drivers.

Technological Differences
• RUC uses in-vehicle devices, tolling requires road infrastructure (may also use in-

vehicle device).
• RUC uses “open” system architecture, tolling is a “closed” system.



Objectives of the Surface Transportation 
System Funding Alternatives Program

• To test the design, acceptance, implementation and 
functionality of 2 or more user-based alternative revenue 
mechanisms and minimize their administrative cost

• Provide adoption and implementation recommendations
• Increase public awareness



Local Road Usage Charging Debate
“CT Mileage Tax Study a Waste of Money” [Editorial].

(2016, August 11). Hartford Courant. Retrieved from http://www.courant.com
• “Spending $300,000 to study a tax that has zero chance of legislative approval . . . is 

simply bad governing”

• “Mandating the installation of GPS devices in vehicles would be wildly expensive.”

• “Officials might promise that drivers’ data would be kept confidential and anonymous and 
only for a certain amount of time, but data can be stolen and misused, and officials’ 
successors might not be so inclined to protect personal privacy.”

• “Requiring drivers to have a smartphone on which a certain app must be deployed – well, 
imagine the state insisting that residents buy a smartphone so they can be properly 
taxed.”



Local Road Usage Charging Debate
Mass. Governor Vetoes Funding for FAST Act Section 6020 Program 

• Would be punitive for residents of rural western Massachusetts where people 
must drive farther and there is not a lot of public transportation.

• Gas tax is fair because it rewards people who drive more fuel efficient cars.
• Cited privacy rights of participants.
• Wanted state to identify Mass. emerging technologies to assist implementation.

Schoenberg, S. (2016, August 10). Citing Western Massachusetts drivers, Gov. 
Charlie Baker vetoes vehicle miles traveled pilot program. Mass Live. Retrieved 
from http://www.masslive.com



Issues Recipients are to Address
• The flexibility and choices of the user fee, including the ability 

of users to select from various technology and payment 
options

• (1) time permit; (2) mileage permit; (3) odometer charge; (4) 
automated mileage reporting (GPS, smartphone, in-vehicle 
computers)

• Equity concerns, including the impacts of user fees on 
differing income groups, various geographic areas and the 
relative burdens on rural and urban drivers

• Access to bank account, a credit / debit cards.



Issues Recipients are to Address
• Ease of compliance for users of the transportation system

• Quick and easy set-up and continued use for participants
• Refunds for driving out-of-state or on private / federal roads

• Protection of personal privacy
• choice of reporting method (odometer, time permit)
• required destruction of location records after payment
• legal privacy requirement (eg. exemption from disclosure laws)
• Fair Information Practices



Issues Recipients are to Address
• The reliability and security of technology used

• IT best practices (International Standards Organization)
• Percentage of malfunctioning recording devices

• Use of independent and private third-party vendors to collect fees 
and operate the user fee system

• Open system architecture
• missing invoices / miles

• The ability of the administering entity to audit and enforce 
compliance

• Resource intensive enforcement system and penalties



Issues Recipients are to Address
• The costs of administering the user fee

• More expensive than collecting fuel tax
• Estimates range between 5% - 13% of collections
• Lower costs as payers increase (combining with other states)
• Bundle with other services can lower fees

• Pay-per-mile insurance
• Notification when teenager drives car into a pre-set zone
• Directions to car from smartphone
• Detailed information when “Check Engine Light On” message activated



Optional Issues Recipients are to Address
• Potential hurdles to the adoption of user fees: 

implementation, interoperability, public acceptance
• Pay-at-the-pump systems require retrofitting gas stations
• On-going maintenance of on-board vehicle units

• Market-based congestion mitigation, if appropriate



$14.2m Awarded to 8 Projects 

Oregon ($2.1m): To be applied to existing RUC program.
• In July 2015, Oregon launched the nation’s first fully-operational 

RUC. Over 1,000 vehicles enrolled, can accommodate 5,000.
• 1.5 cents for every mile driven - a credit is given at the gas pump.
• Three devices and corresponding technologies: 

• GPS and non-GPS enabled mileage reporting (prepay).
• ODOT: non-GPS reporting (quarterly post-pay).
• Telematics: Paired with a pay-per-mile insurance program.



$14.2m Awarded to 8 Projects 
California ($750,000): pay-at-the-pump RUC
• In July 2016, CA launched a nine-month pilot enlisting over 5,000 

vehicles.
• Technologies

• Mileage meters
• Smartphones
• In-vehicle telematics

• Charging Concepts
• In-vehicles reporting of distance with and without location
• Odometer reporting
• Pre-purchased mileage permit
• Time permit



$14.2m Awarded to 8 Projects 

• Western Road User Charge Consortium ($1.5m): Creating a 
regional RUC.

• I-95 Corridor Coalition ($1.5m): Programs in CT, DE, NH, PA 
and VT.



$14.2m Awarded to 8 Projects 

• Hawaii ($4m): User fee collection based on manual and 
automated odometer readings.

• Washington ($3.8m): testing multi-jurisdictional alternative user-
based revenue collection system.

• Minnesota ($300,000): Use mobility-as-a-service providers (car 
sharing, ridesharing, transit, taxi) for revenue collection.

• In 2007, MnDot conducted a study with 500 voluntary participants 
primarily using smartphones.

• Missouri ($250,000): Registration fee schedule based on 
estimated miles per gallon.



How will Road Usage Charging Affect the 
Tolling Industry?

?



William J. Estes
(914) 898-2400

westes@pldw.com
Pannone Lopes Devereaux & West LLC

White Plains, NY


	Slide Number 1
	Surface Transportation System �Funding Alternatives Program
	Surface Transportation System Funding Alternatives Program
	Estimated Federal Road Usage Charges
	Tolls v. Road Usage Charge
	Objectives of the Surface Transportation System Funding Alternatives Program
	Local Road Usage Charging Debate
	Local Road Usage Charging Debate
	Issues Recipients are to Address
	Issues Recipients are to Address
	Issues Recipients are to Address
	Issues Recipients are to Address
	Optional Issues Recipients are to Address
	$14.2m Awarded to 8 Projects �
	$14.2m Awarded to 8 Projects 
	$14.2m Awarded to 8 Projects �
	$14.2m Awarded to 8 Projects �
	How will Road Usage Charging Affect the Tolling Industry?
	Slide Number 19

