Best practices and discussion paper for IWG on PTI (WP.29) 

Introduction
Mileage fraud is a real societal problem which creates unfair competition, is dangerous for the
road safety, has a substantial negative impact on the environment, causes financial losses and costs for the different countries and is now recognized as a common practice all over the world.

Mileage fraud is a real societal problem probably all over the world. Manipulating odometers is
technically not very difficult, illegal profits are high and the risk of being caught is very low. That is why mileage fraud has become very common fact in the used car business. The consequences of
this are huge. First and foremost, consumers are regularly being cheated out of
significant sums of money. But they are not the only victims: honest car dealers suffer from
unfair competition; insurance companies receive more claims; and the state obtains less
money from taxes. More broadly, mileage fraud has road safety and environmental
implications, as cars with inaccurate mileage readings could miss out on vital servicing and
safety tests or pollute more than they should. 

Preconditions which must be taken into account
· One needs to avoid solutions that are costly or create excessive administrative burden
For either consumers, the administration and the automotive industry. It is shown in
this report that this is possible.
· When collecting mileage data linked to the VIN of a vehicle, data protection issues
can arise in some countries. Therefore strict conditions have to be imposed and clear purposes have to be defined when mileage data are collected.
· Commerce in used vehicles is an international business. It is therefore of the utmost
importance that the mileage history of a vehicle is exchanged between registration authorities.
· An appropriate tool to exchange mileage data is required.

General recommendations to government administrations
· a government administration should take all necessary measures to ensure the accuracy of the odometer reading between the date the vehicle is newly registered or imported in that member state and the date of export or final deregistration of the vehicle.
· a government administration should work out a legal framework to combat mileage fraud. Mileage fraud should be considered as a serious legal offense in every member state. 
· a government should encourage exchanging the mileage history between countries when a vehicle is exported.
· a government administration should mandate that the full mileage history of the vehicle is part of the dataset governments will have to make available to facilitate the re-registration of a vehicle in another country.
· a government must ensure that both the presence of odometers and the registration of odometer readings become mandatory by law.




Best practices
To give you an idea of practical applications to fight against mileage fraud, we have collected some best practices.

Belgium
In the 1990s, it was current practice in Belgium to tamper the odometer of used cars before
resale. As soon as the mileage on the car was too high to guarantee a good resale price, the
odometer was "clocked". There are obviously no official statistics, but based on cases
recorded by the periodical technical inspection, it’s possible to get an idea of the scope of the
problem. At the beginning of the 2000s, the technical inspection recorded 60,000 cases a year
where the odometer reading was lower than that recorded at inspection the previous year. That
number doesn't include potential cases of fraud for used vehicles less than four years old that
hadn't been to vehicle inspection, or for imported vehicles. It's therefore quite reasonable to
estimate that about 100,000 used cars were sold with a tampered odometer every year before
the Car-Pass system was introduced. This amounted to about 250 million euros at the time.
The Car-Pass non-profit organisation is in charge to register the mileage. It is been established
by law and a Royal Decree. The Car-Pass organisation registers all the kilometers coming
from the technical inspection and enterprises in charge with trade, repair and so on. Special attention to legislation in which the importer of a car/ OEM, is obliged to supply al available odometer readings to the Car-Pass database.

Germany
Odometer reading (mileage) is one of the pieces of information, collected during PTI, and noted down on the PTI certificate (EU code 4 according to Annex II Directive 2014/45/EU).
Like the other of these relevant pieces of PTI information, the odometer reading is sent to two entities:
- the German KBA (Federal Motor Transport Authority) which uses this information for general statistics and for registration, and
- the FSD - Central Agency for PTI, which uses this information for improvement of PTI, road safety in general, and vehicle construction.
FSD - Central Agency for PTI also has the task to provide the previous odometer readings in their (mandatory to use) information system to all PTI inspectors, and to read the current mileage via the electronic vehicle interface. If the current mileage is lower than the mileage of previous PTIs, and the owner cannot give a plausible and verifiable explanation, the PTI inspector must inform the KBA and the respective registration office. Above that, an "obviously manipulated (fraud) to reduce or misrepresent the vehicle’s distance record" is marked a major defect, as prescribed by the Directive 2014/45/EU. 
Next to this, Germany also considers odometer tampering in its legislation as criminal offence.


The Netherlands
In 1991 in the Netherlands, car traders started the initiative called ‘Nationale Auto Pas’. After a couple of years the national associations concerning cars joined the board. Almost 5200 car dealers
represented by BOVAG (association of dealers and repairshops) became all an obligatory member of NAP. 80 % of the professional trade was organized that way. Also the association of Car importers joined along and within the contract between dealers and importers, including their used car programs, NAP was obligatory. It was a big wish to develop law about odometer fraud. After a lot of lobbying and two law-cases won by NAP, the government asked NAP and RDW to develop a
new system together to fight odometer fraud. The outcome is that NAP gives over the current
database and the trademark NAP to RDW. RDW is handling the database and operational products
from 1 January 2014 on, based on a national law in which mandatory registration moments have been established. The registration of the mileage is mostly done at the Periodic Technical Inspection
(PTI) and with every transaction in the workingplace the mileage is registered. Registration is obligatory for everyone who works on cars and has a RDW registration for it. (± 22.000 companies)


Manufacturers
Today nearly all motor vehicles are equipped with digital odometers, that have replaced the
mechanical types. Unfortunately, this has not prevented fraudsters to continue to lower the
mileage displayed on the dashboard in an illegal way. Practice has shown that the mileage data
can be accessed and modified via the OBD interface of the vehicle. Manufacturers try to make fraud more difficult by recording the mileage in different electronic units in the vehicle and in some cases the mileage is recorded in the drivers key. But given the amount of illegal profits that are involved, the tools and technologies used by fraudsters tend to evolve at the same pace. One can draw analogies with anti-theft systems. Although they are becoming increasingly sophisticated, cars continue to be stolen. Manufactures must put more effort into technical protection against tampering. The continuous registration of odometer readings (e.g. every minute), already applied in connected cars, can be introduced quickly. 
In Europe the ‘EU-directive 2017/1151’ obliges the manufacturers “to ensure that reprogramming of the odometer, on-board network or any control unit in the powertrain and, if fitted, the remote data exchange transmitter unit is impossible". The effect of this measure will only become clear when these cars come on the market as used cars.


Data exchange
It is evident that data-exchange is undoubtedly necessary in the fight against mileage fraud all over the world.  In Europe two ways have been created in order to exchange mileage-data between member states; via the EU hub or via Eucaris.  The ‘Eucaris Treaty’ allows for the exchange of information. That treaty serves as a  basis the exchange between European countries of information about vehicles and driving licenses to fight fraud.  The build in service AVI (Actual Vehicle Information) is working quite well.  Regardless of the chosen exchange platform: the exchange of information is absolutely necessary. The development shown by exchanging the odometer readings between Belgium and the Netherlands indicates that just sharing these data results a huge decrease in the number of fraud cases. A call to all countries to start the exchange as soon as possible.
In the meantime  ‘Directive 2014/45/EU of the European Parliament and of the Council’ is under revision in which the exchange of odometer reading will be a part of that revision. Make mileage fraud part of the ‘UNECE 97 agreement’. Possibly first on the PTI-document and consider an international exchange of this data.

From 2016 the odometer readings will be exchanged between Belgium and the Netherlands.
Export from Belgium to the Netherlands; Before starting the exchange, 9,3% vehicles had a mileage lower in the Netherlands than in Belgium (when considering an error margin of 5.000 km). 27,5% of
cars with a mileage higher than 150.000 km before export were frauded. The average decrease
of the mileage in case of fraud is 69.789 km. The average mileage of manipulated cars before
export is 167.022 km. The average mileage of ‘non manipulated’ cars before export is 76.105 km. The current situation is less than 2% !!!
Export from the Netherlands to Belgium; Before starting the exchange, 13,3% vehicles had a mileage lower in the Netherlands than in Belgium (when considering an error margin of 5.000 km). The average decrease of the mileage in case of fraud is 125.139 km. The average mileage of manipulated cars before export is 268.885 km. The average mileage of other cars before export is 158.218 km. The most popular brands for fraud are Volkswagen, Mercedes, Audi, BMW and Ford. . The current situation is less than 2% fraud!!!


Make it a criminal offence
It is very important that the government of a country criminalizes the manipulation of an odometer. In Europe legislation is being drafted. In the meantime Belgium and the Netherlands  made it a punishable offence in national legislation (criminal code).  Germany also considers odometer tampering in its legislation as criminal offence.


Costumers  
In addition; consumer awareness helps. If the owner, or even better, the potential owner (the buyer of a vehicle) can get information about a vehicle's odometer readings (e.g. a Car-Pass report), it's going to be helpful against making a bad purchase, being a victim of fraud.


Summary recommendations:
.
· An odometer must be present in every vehicle and must work properly (Type approval)
· [bookmark: _GoBack]Make legal requirements for odometers regarding operations and accuracy (PTI)
· Make odometer manipulation a criminal offence
· OEM must secure odometers to prevent tampering (type approval)
· The repair or replacement of an odometer must be reported and registered
· Ensure many registration moments
· Encourage the exchange of mileage history of a vehicle between registration authorities.
· Cross-border trade: odometer reading history is available prior to the purchase
· It must be possible to cancel a purchase in case the buyer discovers that the odometer reading has been manipulated
· Make mileage fraud part of the ‘UNECE 97 agreement’





Conclusions
Mileage fraud is unfortunately a fact of life. But there are possibilities to combat this fraud.

Because most countries have a PTI, it is often possible to start collecting the current mileage during the PTI.   That could be a first step within reach of many countries.

Next steps are always possible. Several are listed in this report.  Every country and every organization can make a choice that fits within the local possibilities.






