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WELCOME AND

INTRODUCTIONS




What We Need to Accomplish Today

AUpdate on the ConOps
AUpdate on the financial evaluation

AUpdates on multi-jurisdiction issues, and the Treasurers
work on bonds

ADiscuss the proposed work plan for the next two years,
and Steering Committee recommendations to the Commission




PUBLIC COMMENT




NEXT STEPS




Next Steps

Almplement report changes based on comments today and
comments to come through Friday, November 21 (this Friday)

» Work with Commissioners and other volunteers

ADeveIop the proposed work plan for next fiscal biennium
» Work with Commissioners and other volunteer

APrepare complete draft report for Commission review on
December 9

AFinalize report and send to Legislature in early January

APresent to transportation committees of Legislature
In January or February




CONOPS REVISIONS




We Received 104 Comments on the Conops

AComments were from

» Steering Committee members Rod Brown, Scott Creek,
Don Gerend, Ed Orcutt

» WSTC Staff Reema Griffith, Paul Parker
» DOL
» DOT

A57 of the comments resulted in some modification to the
ConOps document

» Of the comments that did not result in modification, in most cases
it was because they dealt with issues that were too detailed for
inclusion in a ConOps

AToday we will present responses for six comments of interest
» But all comments and responses are up for discussion




17 Complementary Policy Objectives

ACommenter T Rod Brown

AAbridged comment

» ConOps does not describe where or how the road usage charge
design will be aligned with Washi n

and congestion management goals

AAbridged Revision

» ecompl ementary policy objectives r
environmental, and congestion management goals will best be

addressed through rate setting




21 Cost of Implementation Would Be High

ACommenter T Scott Creek

AParaphrased Comment

» The overall cost of implementation would be very high if
we try to offer all methods up front, and it would take a
| ong ti me to recovero

AAbridged Response

» Costs are addressed in the companion financial analysis. The
judgment as to whether the anticipated cost and revenue stream
IS 1) reasonable, and 2) worth doing is for the Steering Committee

to decide




31 Start with Method B Only, Hold a One-year Exercise

ACommenter T Scott Creek

AParaphrased comment

» To introduce the road usage charge to the public, the first year
could be a paper exercise T motorists would be directed to
submit their odometer readings at each license renewal,
and they would be shown what road usage charge they
would be paying for the year

AAbbreviated response

» Providing only Method B as the first step in implementing a road
usage charge is possible, and could be discussed with the
remainder of the Steering Committee at the November meeting




41 Challenge of Keeping the Fuels Tax

ACommenter T Don Gerend

AParaphrased comment
» Keeping the fuels tax and offsetting fuels taxes paid from road
usage charges would be very cumbersome. Dropping the fuels tax
would also increase tourist dollars
AAbbreviated response
» We decided to keep the gas tax for the following reasons
i So that out of state drivers would still pay for the roads

i So that the road usage charge could be phased in, and not
forced to be introduced in one year

i As an extra defense against evasion in the early years

i Because the Treasurers draft report suggested that eliminating
that tax in the near term could be troublesome

» Offsetting by EPA fuel economy is not difficult

» When it comes time to eliminate the fuels tax, the point about
increased tourist dollars is valid




517 DOL &arrent System Does Not
Support Periodic Billing

ACommenter I DOL

AComment

» DOL does not currently have a quarterly or monthly billing
process associated with vehicles

AAbridged Response

» There will be tradeoffs between providing convenience to
Principals and costs and complexity of implementation. The next
phase of work should involve close coordination with DOL to fully
explore these tradeoffs




617 Who Will Perform Odometer Checks?

ACommenter I DOL

AComment

» DOLOS business model does not curr e
inspections. Who will perform the spot checks?

AAbridged Response
» Much of the road usage charge system would require changes to
DOLOs current business model . New ¢
for odometer inspections, paid for out of the road usage charge
operational budget




FINANCIAL ANALYSIS REVISIONS




The Future is Uncertain
Demographics

Light Vehicle Fleet Population
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The Future is Uncertain

Behavior
Statewide Light Vehicle VMT
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The Future is Uncertain
Technology

Washington Light Vehicle Fleet Fuel

35
Economy
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The Future is Uncertain
So We Created Economic Scenarios

Economic Characteristics
Scenario

1 VMT grows and fleet fuel economy improves

2 VMT grows and small improvement in fleet fuel
economy

3 Flat/declining VMT and fleet fuel economy improves

4 VMT grows and fleet fuel economy improves, but

fewer vehicles




Estimated Light Vehicle Fuel Tax Revenues in Four
Economic Scenarios

Fuel Tax Revenues from Light Vehicles
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Fuel Tax Revenue for All Vehicles (Light + Heavy) in
Four Economic Scenarios

Fuel Tax Revenues from All Vehicles
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Other Uncertainties Relate to Policy Choices

APoIicy choices for fuel tax

»

»

Which vehicles will remain on the fuel tax only
Per-gallon rate

APoIicy choices for road usage charging

»

»

»

»

»

»

Transition approaches

Vehicles that will be subject to the road usage charge
Per-mile rate

Road usage charge collection methods

Whether to continue collecting fuel tax upstream
Whether to use commercial account managers




We Analyzed 11 Policy Alternatives Under Each of the
Four Economic Scenarios

APoIicy Alternatives

» One fuel-tax only option with fuel tax holding steady
at 37.5 cents per gallon

» Ten road usage charge options

i Rate of ~1.9 cents per mile
(revenue neutral with fuel tax in 2015)

i Options vary in terms of
A Vehicles subject to charge
A Transition strategy
A Adoption of various charge methods




Economic Scenario 1
Road Usage Charge Net Revenue Outperforms Fuel Tax if MPG
Improves as Expected
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Annual Net Revenue: Economic Scenario 1
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Scenario 2
Road Usage Charge Net Revenue Outperforms Fuel Tax with More
Modest Fuel Economy Improvements
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Annual Net Revenue: Economic Scenario 2
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Scenario 3
Road Usage Charge Net Revenue Outperforms Fuel Tax
If VMT Declines

$1,600
Annual Net Revenue: Economic Scenario 3
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Scenario 4
Road Usage Charge Net Revenue Outperforms Fuel Tax if Fleet
Growth is Slower Than Expected

$1,600
Annual Net Revenue: Economic Scenario 4
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Road Usage Charge Net Revenue Expected to
Outperform Fuel Tax Despite Higher Costs

ALight vehicle fuel tax collection cost is <1% of revenue

ARoad usage charge cost estimates vary

» Total operational costs over 25 years range from 3.2-9.7%
of revenue
» All costs over 25 years (capital + operations) range from 3.4-11.0%

» All costs above include cost of continuing to collect fuel tax

APoIicy choices that drive road usage charge costs
» Whether to continue collecting fuel tax
» How to enforce, including penalties
» Whether to allow commercial account managers




What Fuel Tax Increase Would Result in the Equivalent
Cash Flow of Road Usage Charge?

AlIf rates were increased annually

» Road usage charge on light vehicles preserves revenue at ~1.9
cents per mile driven

» If fuel economy increases in line with EIA forecast, road usage
charging accomplishes the same thing as raising the fuel tax

i An average of 1.2 cents per gallon per year on light vehicles,
2019-2043; or

i An average of 0.9 cents per gallon per year on all vehicles,
2019-2043.




What Fuel Tax Increase Would Result in the Equivalent
NPV of Road Usage Charge?

AOne time increase

Aif fuel economy increases in
line with EIA forecast, road
usage charging accomplishes
the same thing as

A Raising fuel tax 10.07 21.5
cents per gallon on light
vehicles; or

A Raising fuel tax 7.51 16.5 cents
per gallon on all vehicles.

A However, a one-time increase
of fuel tax does not resolve
the declining revenue curve

A Rates would need to rise again
in 2043

ARe guires a
save excess revenue in early
years to be made available in
later years

@®

Washington State
Transportatio?(:ommission

concept
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Key Takeaways

AFuel economy improvements (and alternative fuel adoption)
threaten to undermine fuel tax revenues

Aunder all scenarios we created, fuel tax revenue is expected to be
flat or declining

ARoad usage charges are estimated to be more costly to collect
than fuel tax

AHowever, road usage charges are estimated to generate more net
revenue than fuel tax under all scenarios and policy alternatives
analyzed, by a margin of 21-57% more, measured in NPV

Alf fuel economy increases in line with expectations, road usage
charging accomplishes the same thing as raising fuel tax about 1.2
cents per gallon per year on light vehicles or 0.9 cents per gallon

per year on all vehicles, 2019-2043







REPORT FROM THE

TREASUREROS OFFI




REMAINING QUESTIONS




Numerous Questions Still Remain

Aour Aparking | oto is pretty full
» Eight pages in the draft report i 17 questions
» Many more likely to follow if this work continues

How to operationalize the How will people react to the Public understanding and

four road usage charge proposed road usage acceptance of a proposed

methods. charge system? system.

Per-mile rate setting. Rate setting for time-based Vehicles subject to charge.
permit.

Charging out of state Exemptions. Refunds.

drivers.

Dedication of road usage Motor fuel tax bonds. Legal issues.

charge revenue.

Institutional roles. Private account managers? Interoperability with other

states.
Interoperability with toll State IT needs.
system.




We ldentified A Few that Will Help Decide
Whether To Proceed

AMost can wai' t t 1| Nl ater o

ABut these will help with a go/no-go decision 1

How to operationalize the How will people react to Public understanding
four road usage charge the proposed road usage and acceptance of a
methods. charge system? proposed system.




Steering Committee Discussion

Awithin the context of what you want to recommend to the
Commi ssion and the Legislatureée

AAnd considering what might generally be accomplished in the
next bienni umée

AAnd considering that the Steering Committee and Commission
seems inclined to have the next phase include a
demonstratione

AAre these the right questions to create a work plan around?







MULTI-JURISDICTION

EVALUATION UPDATE




WORK PLAN PARAMETERS




At this Juncture, We Need Guidance to Scope A Work Plan

AKey guestions
» How to operationalize the four road usage charge methods
» How will people react to the proposed road usage charge system
» Public understanding and acceptance of a proposed system

AParts of some of the other guestions could also be included in
this upcoming phase, such as

» Interoperability with other states
» Interoperability with existing toll collection systems
» Upgrades to the Statedéds | T system




To Move Road Usage Charge Closer to Implementation,
We Propose A Three-pronged Work Plan For FY2015-2017

: : : Publiccommunications
Public attitude assessmen andengagement

wField trial of wEvaluate how well the wCommunicate the work
administrative systems public understands the being done.
andtechnologyg need for a new system. wRespond to press & public
especialljthose that are wldentify public inquiries.
not being used in Oregon. understanding of wStimulate pubIIC
wReaiworld exposure of potential road usage discussion of
drivers to the proposed charge systems. transportation funding
system to build wldentify public concerns options.
confidence among with potential systems.
stakeholders and the
public.
wBetter understanding of
costs.

At the end of this work plan, policy-makers should be in a position to decide whether
road usage charging is right for the Washington, and then tackle the numerous details,
both large and small, needed to implement, if that is their decision.

Demonstration




A Demonstration Will Accomplish
the Following Objectives

A Evaluation and analysis of the demonstration provides proof of
concept(s), and we will gain a better handle on

» Implementation costs
» Administrative requirements
» Technology limitations and opportunities
APartici pants I n a demonstration wil
and potential benefits of the system concept(s), which will provide
» Feedback on the administrative and technical systems
» Feedback on concerns related to system usability

» Feedback on user acceptance concerns

» Information on behavioral changes that might emerge from being
exposed to direct billing for road use (if the demonstration is long
enough)

» A population that can describe their experiences to friends, family,
colleagues and the press, aiding public acceptance if the decision is
made to move forward




If A Demonstration is Desired,
We Suggest A Four-Step Process




