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Executive Summary 

 

The contents of this report were prepared to assist NCDMV in meeting the requirements of S.B. 402, 

Sec. 34.17, which mandates that NCDOT in collaboration with NCDMV “shall evaluate current 

contractual models and compensation” for license plate agency (LPA) contractors. An extensive data and 

information collection effort has been undertaken to provide content for this report. Findings from 

numerous interviews conducted with NCDMV staff and LPA managers, combined with research and 

analysis of various existing reports, establish the basis of this study.  

Specific and detailed recommendations are presented at the conclusion of the report. A synthesized 

version of the recommendations appear below: 

1. The current practice of operating LPA offices under two different contracts, with different sets of 

requirements, has contributed to an unnecessarily complex management situation from the 

standpoint of administration by NCDMV and operation by LPA contractors. NCDMV should 

enact and enforce a new standard contract for all, existing and new, LPA offices. Further, this 

contract should be term-limited, performance-based, and assess performance utilizing a well-

developed criteria so as to result in improved and continuing excellent customer service. 

 

2. The current practice employed by NCDMV to monitor transaction errors in the LPA offices is 

in need of change, as it poses widely varying standards especially for smaller LPA offices. The 

performance standard for transaction errors should be changed so that all LPA offices are 

informed in advance of the error threshold against which they will be benchmarked. This error 

threshold should be stable for a reasonable period of time to allow LPA offices to make 

necessary adjustments. 

 

3. Continuous and proactive training of LPA employees by NCDMV should be a high priority 

action item in the future. Established training activities in topics relevant to the operations of LPA 

offices and enhancing customer service should be routinely updated and informed by trends and 

issues identified through analysis of Help Desk queries. Such future training may consist of a 

combination of classroom and online training activities. 

 

4. NCDMV has already undertaken considerable efforts in “Modernization” of the department. 

NCDMV should substantially enhance the usage of current and modern technology in 

delivering services to the citizens of the state. Specific recommendations include, but are not 

limited to, upgrading STARS for increased inter-operability; complete operationalization of 

credit card and debit card transactions; and facilitating growth in online transactions by 

citizens. Co-location of Driver License offices and LPAs also should be investigated as a 

means to provide a “one stop shop” for citizens. 

 

5. At present, sufficient data regarding service times and operational costs of LPAs do 

not exist that allow a credible judgment on the appropriateness of current LPA compensation 

rates. Collection and analysis of this data will be a significant focus in Phase II of this study.
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Background and Rationale

Residents of North Carolina have received motor 

vehicle services for around a century. North 

Carolinians have been registering motor vehicles 

since 1909 and titling vehicles since 1923.1 Over 

time, the General Assembly has transferred 

responsibility for vehicle registration and titling 

from the Secretary of State to the North Carolina 

Department of Revenue (NCDOR) to the 

Division of Motor Vehicles (NCDMV).2 Beginning 

in 1961, the General Assembly mandated that all 

registration plates, registration certificates, and 

certificates of title—outside of those issued by 

NCDMV‘s Charlotte and Raleigh offices—be 

issued—insofar as practicable and possible—

through contracts with persons, firms, 

corporations, or governmental subdivisions of the 

State, and that NCDMV provide—proper 

supervision—to the contract agents.3 

Over time, the efficiency and efficacy of the 

provision of titling and registration services has 

come of interest to the General Assembly. 

Session Law 2011-382 directed the General 

Assembly’s Program Evaluation Division to 

determine the cost-effectiveness of using license 

plate agency (LPA) contractors to provide vehicle 

registration and titling services and to evaluate 

the oversight of these contractors by the Division 

of Motor Vehicles.4 More recently, as part of the 

Appropriations Act of 2013, (Senate Bill 402, 

Section 34.17) the General Assembly mandated 

that the North Carolina Department of 

Transportation (NCDOT) in collaboration with 

NCDMV “shall evaluate current contractual 

models and compensation” for LPAs.5 The 

contents of this report were prepared to assist 

NCDMV in meeting the requirements of S.B. 402, 

Sec. 34.17. The text of the bill is highlighted above.  

                                                
1 PED Report 
2 PED Report 
3 N.C. Gen. Stat. 20-36(h) 

The Institute for Transportation Research and 

Education (ITRE) at North Carolina State 

University, in partnership with the University of 

North Carolina at Greensboro (UNCG) 

prepared the report for the attention of the 

NCDOT and NCDMV. The report draws from a 

rich body of research including: the Program 

Evaluation Division’s (PED) Final Report to the 

4 PED Report 
5 S.B. 402 Sec. 34.17 

NCDOT CONTRACTED SERVICES 
SECTION, S.B. 402, Sec. 34.17 

The Department of Transportation, Business and 

Contractual Services Unit, shall, in collaboration with 

the Division of Motor Vehicles, evaluate current 

contractual models and compensation for the provision 

of registration, title, tax collection, and other vehicle 

service transactions by branch agents contracting with 

the Division of Motor Vehicles. As part of this 

evaluation, the Department shall conduct an analysis 

of transaction trends, completion and error rates, and 

service times by transaction type and branch agent 

type, and shall assess the appropriateness of the 

current basis for contractor compensation and rates 

relative to documented service requirements. 

Based on its findings, the Department shall 

recommend alternatives to the current contractual 

models for branch agents to standardize contract 

types, enhance performance, and strengthen contract 

administration, taking into account citizen accessibility 

to service centers. In addition, the Department shall 

submit detailed proposals for alternate options for 

contractor compensation, including, at a minimum, 

competitive bidding of branch agent contracts. 

The Department shall identify anticipated 

programmatic and fiscal impacts, and include 

implementation plans for each alternative. 

The Department shall report its findings and 

recommendations to the Joint Legislative 

Transportation Oversight Committee, Joint Legislative 

Program Evaluation Oversight Committee, and Fiscal 

Research Division no later than March 1, 2014. 
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Joint Legislative Program Evaluation Oversight 

Committee (2012) (hereafter referred to as the 

PED report), documents detailing the NCDMV 

Reform Process (2013), the GfK Draft Report of 

Findings regarding NCDMV customer service 

(2013), key interviews with NCDMV personnel 

and a sample of LPA Contractors, an interview 

with the LPA Association Chair, findings from the 

September and December LPA advisory 

committee meetings, review of NCDMV reports, 

and a literature review containing academic 

journals and news articles.  

The report is organized into the following sections:  

 LPA Operations 

 Opportunities for Improvement 

 LPA Contractor Compensation Rates 

 Alternatives to Current Contractual 

Models 

 Recommendations 

Study Process 

The ITRE team began an aggressive data and 

information collection process. A literature 

search was conducted to discover if similar 

research projects had been undertaken. 

Unfortunately, because of the uniqueness of this 

particular project, no significant related research 

was found in the literature. However, the April 

2012 PED report functioned as a key resource in 

the development of this study.  

The team also searched for reports and data 

related to the LPA operations. Numerous 

reports that include number of transactions, 

compensation rates, error rates, customer 

complaints and the like were reviewed. Most of 

this information was made readily available by 

management staff of NCDMV.  

The team has also begun outreach to other state 

DMVs across the country. A survey to be 

circulated to the other DMVs should provide 

valuable peer data for contrast and comparison. 

Benchmarking against other DMVs that contract 

for license plate agencies is expected to provide 

useful information for continuous improvement.   

A parallel and coincidental marketing and 

customer satisfaction study for NCDMV is being 

completed by GfK. Preliminary results of that 

study were made available to the study team. 

While the results do not differentiate between 

Driver License (DL) and LPA offices, customer 

service and customer satisfaction is not rated 

highly by the general public across the board. 

The ITRE team also made a concerted effort to 

gather information by a series of meetings and 

interviews. These meetings and interviews 

included numerous NCDMV personnel and LPA 

managers and contractors. For this report the 

research team met with more than a dozen 

NCDMV employees and conducted eight 

interviews with LPA managers. Additionally, a 

meeting was held with employees from the 

Program Evaluation Division to learn more about 

their previous study. A total of more than 100 

hours of meetings and interviews were critical in 

preparation of this report. Team members also 

attended and observed the LPA Advisory 

Committee Meeting held December 19, 2013. A 

thorough list of these meetings and interviews is 

included in the Appendix. 

Team analysis of data and information is included 

and discussed in the following sections of the 

report. Final recommendations are made based 

upon a thorough analysis and incorporate inputs 

from all lead researchers on the team. 
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LPA Operations 

Eighteen states, including North Carolina, use 

contractors for registration and titling services 

(see Figure 1 on right).6 In North Carolina, there 

are 120 contactors known as license plate 

agencies (LPAs) that provide services 

throughout the state.7 LPAs do not exclusively 

provide registration and titling services, but they 

do provide the majority of these services. 

Collectively, LPAs performed 68 percent of the 

14.1 million registration and titling transactions 

in calendar year 2011.8 In addition to LPAs, two 

NCDMV offices in Raleigh and Charlotte provide 

these services. Beginning August 2013, LPAs 

were required to collect county and city 

property taxes on all vehicle tag registrations 

and renewals. Customers could pay for the 

required fees using either debit or credit cards.  

In order for license plate agencies to become 

service providers, they must obtain a contract 

from the NCDMV. In North Carolina, there are 

two types of contracts that NCDMV has 

authorized. Indefinite contracts feature automatic 

annual renewal with no express date for 

termination and term-limited contracts, which are 

three-year contracts with two one-year 

automatic extensions.9 

LPA contractors may be private or public entities. 

In North Carolina, 102 LPA offices are privately 

operated, 15 are operated by counties or towns, 

three are operated by chambers of commerce, 

and two are state-run (see Figure 2 on right).10  

NCDMV began contracting registration and titling 

services to LPAs in 1961. However, NCDMV did 

not introduce duration terms until its term-

limited contracts came into existence in 2007. 

Today, 48 LPAs operate under term-limited 

                                                
6 PED Report.  
7 “LPA Directory Fall 2013.” NCDMV 
8 PED Report 

9 “LPA Directory by Contracts.” NCDMV 
10 “LPA Directory Fall 2013.” NCDMV 
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contracts, while 72 still operate on indefinite 

contracts (see Figure 3 on preceding page).11 In 

addition, two state-run offices (Raleigh and 

Charlotte) provide these services, but do not 

operate under a contract.  

NCDMV oversees the LPA offices. It serves in a 

number of roles to both provide assistance and 

enforce state policies to ensure proper LPA 

business conduct. When working with LPAs, 

NCDMV does the following:  

 Trains LPA personnel;  

 Provides assistance for any questions 

LPAs have when conducting business; 

 Conducts audits to ensure LPAs are 

following standard operating procedures; 

 Compensates LPAs based on terms 

established by the General Statutes; 

 Informs and records any erroneous 

business transactions made by LPAs; and 

 Manages the contract renewal, 

termination and LPA selection process. 

Opportunities for Improvement 

After gathering much information it has become 

apparent that there are a number of ways in 

which NCDMV and LPAs can operate more 

effectively and efficiently, and thus better serve 

the citizens of North Carolina. In some instances, 

NCDMV policies and processes are not always 

clear and challenge LPA operations. In other 

instances, LPA conduct is not supportive of 

effective business practices. This section 

elaborates upon the intimate knowledge 

NCDMV and LPA personnel have in regards to 

improving daily operations, including keen insight 

from numerous stakeholders including LPA 

contractors. There are three key steps that 

NCDMV and LPA offices can take to operate 

more effectively (some legislative action is 

required). These steps are as follows: 

1. NCDMV stands to benefit by enhancing 

communication and procedures that affect 

LPA performance. In addition to the 

findings presented below, salient 

observations and suggestions are also 

available from the PED Report which cites 

a memo from NC Association of Motor 

Vehicle Registration Contractors. 

 

2. LPAs operate under two contract types 

(indefinite and term-limited), which seem to 

create vastly different business 

environments and perceptions of unfairness.  

Additionally, there are discrepancies and 

unnecessary overlaps between the Standard 

Operating Procedures (SOP) manual and the 

two existent contracts that hamper effective 

contract administration and operations. 

 

3. LPAs are not subject to a comprehensive set 

of performance measures. Better LPA 

performance could emerge from the 

implementation of comprehensive 

performance measures, especially in regards 

to customer service. 

 

 

 

  

                                                
11 LPA Directory by Contracts.” NCDMV 
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Table 1. Summary of Findings from LPA Interviews. 

Issue Observation 
Citizen Education  Citizens do not understand status of LPAs. 

 Citizens are not fully aware of all registration requirements. 

 Citizens are not well informed about the Tax and Tag program. 

 Citizens do not fully understand time limits for renewal. 

 NCDMV and NCDOR have to create and implement a better information / marketing program 
addressed at NC citizens.  

 Improve NCDMV and NCDOR websites to make them more informative and user friendly. 

NCDMV Customer 

Service – Help Desk 

 Inconsistent information provided by different agents. 

 Very long wait times; provide Help Desk staff with more training and information resources. 

 Significant problems related to Tax and Tag program; should allow LPAs to contact local tax agency. 

 LPA service provider cannot serve other customers until issue is resolved since the interface 

screen becomes locked up. Re-design STARS program to hold issue in dispute and work with 

other customers. 

NCDMV Field 

Representatives 

 Proactive. 

 Very knowledgeable. 

 Primary function related to field audits which limits their value to LPAs and NCDMV. 

 Must be trained in all aspects of LPA operations and should be involved in training LPAs. 

NCDMV-LPA 

Communications 

 NCDMV sends emails and memos to LPAs on procedure changes and questions that might 

have arisen from agencies. However, these sometimes occur multiple times during the day 

when LPAs are unable to readily access the communication, resulting in their having to resort 

to telephones to get questions answered. There should be consistent instructions that are 

policy driven, not case-by-case driven. 

 Improvement is needed on the FAQs on sites tailored specifically for LPAs. 

 Not well managed or open. 

 Sense of tension within both parties. 

 Frequent changes to messages sent in a given day. 

LPA 

Compensation 

 Inadequate for term-limited LPA. 

 Does not reflect real costs of running a business. 

 Some LPA employees working without benefits. 

LPA Contracts  Inconsistent contracts within term-limited contracts. 

 Creation of two categories of contracts. 

 Some LPAs unaware they are due for renewal; there is no notification by NCDMV of when 

the contract term ends. 

 Renewal process is imprecise. 

 Initial term is insufficient for a business to plan and recoup start-up costs. 

LPA Employees  Many are long-term. 

 Face increasingly challenging situations without adequate training. 

 Are committed to providing high level of service. 

LPA Training  Generally inadequate. 

 Many NCDMV managers do not understand all activities / challenges of LPA. 

Standard Operating 

Procedures Manual 

 Need to reflect expectations of NCDMV and real operations of LPA regarding design and 

update information, and should be available through NCDMV website for high priority updates. 

Tax and Tag 

Collection 

 Inadequate training. NCDOR and local tax agencies should be involved in all training. 

 Constant training to reflect changes must be implemented. 

 Software program fixes do not deal with underlying issues. Core programmatic problems 

should be addressed. 

 Overworked NCDMV programming staff. 

Technology  Poor equipment. 

 Cannot accept debit cards. Add debit card capability. 

 Low reliability levels - equipment must be maintained and have very high level of reliability. 

 Poor maintenance support. 

 High cost for term-limited LPA. 

 Only term-limited LPA pay for equipment. Both LPA classes should have same cost for equipment. 

 Need for regular updating of technology and computer equipment. 
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Issues Identified from LPA Interviews 

Interviews with LPAs suggest three main areas of 

improvement including: reconciling the different 

contracts (and their terms), the communication 

gaps between the NCDMV and LPAs, and 

technology challenges. One of the most frustrating 

technological issues for LPAs involves the software 

glitches during tag/tax transactions. At the time of 

the interviews, the system could not accept both 

credit and debit cards. Meanwhile, changes 

implemented to the software were often ad-hoc 

and not system-wide. Furthermore, the training 

provided for tag/tax transactions appears to have 

been insufficient. The result of these challenges has 

been delays for providers and customers alike. A 

summary of these identified issues is presented in 

Table 1 on the preceding page. 

Based on the findings from the interviews and 

other information gathered during the project, a 

number of NCDMV related operational attributes 

hamper LPA performance. These include 

information technology (IT) system complications,  

a training system that tends to be more reactive 

than proactive, communication issues that arise 

when LPAs have a question or need help, 

inflexibilities concerning transaction reporting, and 

problems that arise due to complicated forms. 

Some of these attributes arise from state policies 

of which the NCDMV must comply; however, 

others can be more readily corrected.  

IT System Complications 

The STARS system originated in 1996, and 

appears to be antiquated and not adequately 

configured to synchronize with numerous other 

systems and requirements placed upon it. STARS 

currently interacts with these major data systems: 

 Driver’s License 

 License and Theft 

 Inspections and Emissions 

 Child Support 

 Auto Insurance 

 Property Tax 

The recent Tax and Tag program has created 

numerous challenges both technologically and 

procedurally for LPA offices and NCDMV 

employees. It appears that issues are solved on a 

case by case basis by programmers communicating 

with LPA employees directly. Solutions seem to be 

a “band aid” approach, which appears to cause 

other issues elsewhere in the system. Meanwhile, 

customers do not understand why long periods of 

time are required to complete their transactions. 

More recently, problems have occurred with the 

implementation of debit and credit card 

acceptance. Some of these problems are due to 

the difficulty of STARS interacting with banking 

transaction software. 

Finally, the STARS system currently lacks business 

intelligence capability.  It only collects transactional 

data, and does not include a dashboard with key 

performance indicators that allow sufficient 

visibility into system-wide operations to make 

data-driven strategic decisions. 

Help Desk 

In extreme cases, LPAs wait 45 minutes or more 

on the phone to get an answer from the Help Desk 

if an IT programmer has to be called. This situation 

has been exacerbated since the launch of the Tax 

and Tag program. NCDMV added nine employees 

to the Help Desk in anticipation of additional 

problems with implementation of Tax and Tag. 

However, the time-limited nature of these 

appointments has hindered the efficacy of the help 

provided, especially in light of the inherent 

intricacies of the program and the necessity of long-

term knowledge and expertise as a prerequisite to 

providing adequate help. As a result, in spite of 

these additional employees often long delays have 

plagued the rollout of the program.  
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LPA offices are adversely affected by some 

procedural requirements of the Tax and Tag 

program. During this wait time, the LPA processor 

is unable to attend to other customers because the 

workstation is unavailable until the original 

transaction is completed. This creates long wait 

times and growing frustration from customers.  

NCDMV can more strategically identify problems 

that arise multiple times at the Help Desk. A 

compilation of Frequently Asked Questions (FAQs) 

could be compiled and made more readily available.  

NCDMV Procedures that Hamper  

LPA Operations 

State wide average error rate is used as the 

standard for the following month. The LPA is 

considered to be in violation if its error rate is two 

times or higher than the state-wide average error 

rate. This results in a wide ranging error standard 

from month to month.  

Assessing the validity of errors is a time-consuming 

process, and NCDMV has limited resources for 

examining documented errors. Currently, 

NCDMV’s Quality Assurance office only inspects 

20 percent of the errors charged to LPAs. In a 

number of cases the errors cited were not actually 

errors. LPA compensation is adjusted based upon 

this inspection, thus great precision is necessary 

(and cannot likely exist) when only 20 percent of 

cited errors are inspected. 

Many LPA branches lack clarity regarding what 

determines an error. Better and more precise 

definitions of what constitutes an error can be 

developed and provided to LPAs. “Errors can be 

significant such as not having all the signatures on a 

title, or the wrong signatures, and sending it 

through, or they can be insignificant such as not 

putting the LPAs barcode on the envelope or 

having pages in the wrong order.”12 Perhaps some 

                                                
12 Interview with LPA Branch Agent, January 6, 2014.  

errors, such as submitting documents in the wrong 

order, can be reconsidered. 

NCDMV implemented a recent policy to allow 

LPAs to make multiple deposits during a business 

day. The intent is to minimize the amount of cash 

kept on hand, particularly in the busier offices. 

However, the LPA should still report a single total 

deposit for that day and certify the same by 2:00pm 

the next day.  

In addition to these observations, other suggestions 

for reducing operational impediments may be 

identified through interactions with NC Association 

of Motor Vehicle Registration Contractors. 

Lack of Consistency between  

Two Types of LPA Contracts  

In North Carolina, as noted previously, all LPA 

offices do not operate under the same contract 

terms. Seventy-two offices operate under indefinite 

contracts, while 48 offices operate under term-

limited contracts. Table 2 on the following page 

shows some the major differences between the two 

contracts. This creates an environment where many 

LPAs in term-limited contracts feel they are not 

being treated fairly, because their contract terms 

are less advantageous than indefinite contracts. 

Some of the major differences include:  

 Offices with term-limited contracts are 

required to be ADA compliant, provide a 

public restroom, and lease their 

computer equipment from NCDMV. 

 Offices with indefinite contracts receive 

their computer equipment from NCDMV 

free of charge and do not have to be ADA 

compliant or provide a public restroom. 

 Perhaps the most significant difference 

between these two contract types – and 

the difference that seems to instill the 
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greatest sense of inequity – is that term-

limited contracts have to reapply after 

five years to continue operating, while 

indefinite offices are given permission to 

operate “perpetually.” As illustrated in 

Figure 4 below, indefinite contracts 

awarded since 1963 have had an average 

term of over 25 years.  

 

Table 2. Major Differences between the Two Types of LPA Contracts. 

Contract 
Component 

License Plate Contract 
(Indefinite Contracts) 

License Plate Agency Contract 
(Term-Limited Contracts) 

Location of LPA and 

General Terms of 

Operation 

No reference to the Standard 

Operating Procedures. 

Reference to the Standard Operating 

Procedures. 

Term of Agreement Allows for continuous renewal unless 

terminated. 

Limited to a maximum of 3 years initial 

contract and renewable for 2 more years. 

Probationary Period Termination by the ‘Director’ who is 

undefined. 

Termination by the ‘Division’ which is 

defined. 

Termination The reasons for termination are much 

less extensive than for term-limited 

contracts. 

Termination by Division. Includes a very 

extensive section defining how the Division 

can terminate the contact. 

Commission 

Contractor has 

Responsibility of 

Operating Costs of 

the LPA 

Responsible for all operating costs. 

Division is responsible to compensate 

for added services. No specification of 

compensations payments. Contractors 

can receive additional revenues from 

additional services such as sales of keys 

and specialty plates. 

Responsible for all operating costs. 

Division is not responsible to compensate 

for added services. Compensation is 

mentioned without specification. LPAC 

Commission Contractors are not able to 

claim for costs arising from NCDMV 

required additional services. 

Restrooms Not required to provide a public 

restroom. 

Required to provide a public restroom. 

Fee for Computer 

Equipment 

Not required to pay for leasing 

workstation equipment. 

Required to pay for workstation equipment. 

Figure 4. LPA Indefinite Contracts, Years in Force, 1963-2013. 

Data Source: NCDMV “LPA Directory by Contracts,” 2013. 
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Several NCDMV employees have observed 

substantial differences between the LPA offices 

operating under term-limited and indefinite 

contracts. In a recent interview, one employee 

explained that term-limited LPAs “provide better 

service, their offices are kept cleaner, and that 

their staff are better to work with.”13 An 

interview that the Program Evaluation Division 

(PED) of North Carolina’s General Assembly 

conducted in 2012 demonstrated similar findings. 

During the PED interview a field supervisor 

explained, “The LPAs that are under new (term-

limited) contracts are much friendly. They care 

more about their offices and the quality service 

that they provide.”14  

The non-competitive aspects of indefinite 

contracts appear to contribute to operational 

differences. As explained by NCDMV staff 

responsible for training LPAs, “Newer [contract 

branches] know they have to do a good job to 

keep their contract so they try to do the best 

job they can.” Whereas, “Older contract 

branches feel they ‘know it all’ and don’t pay 

attention.”15 To read about contract 

recommendations see Section I of the 

Recommendations later in this report. 

Lack of Consistency between SOP 

Manual and the Contracts 

There are several omissions, overlaps and 

discrepancies between the two different kinds of 

contracts (License Office Contract and License 

Plate Agency Contract for indefinite and term-

limited LPAs respectively) and the SOP manual 

which might hinder their effectiveness. This is the 

basis of the overall recommendation (see 

recommendation I) that the language and 

structure of the contract(s) be significantly 

reduced and simplified and made consistent by 

means of the formal incorporation of the 

                                                
13 Interview with NCDMV Field Supervisor, January 8, 

2014.  

Standard Operating Procedures manual as an 

addendum. Specific issues are as follows: 

SOP Manual 

1. Dress code (EMPLOYEES section): The section 

refers to the “Division dress code” which 

should be included in the SOP manual and not 

provided as an addendum. While it is assumed 

that LPA contractors know what constitutes 

acceptable dress, the LPA interviews indicated 

one instance where a contractor was cited for 

an employee’s dress that the contractor 

assumed should have been acceptable. 

2. Compensation: The SOP makes no reference 

to compensation levels but specifies the 

compensation for notary fees.  

 

3. Contractors with error rates that are two 

times above the state average for the month 

for four consecutive months will be required 

(Contractor & staff) to attend mandatory 

training in Raleigh. The SOP does not specify 

the length of the training session. 

 

4. Notary Requirements: The Contractor is 

required to give a monthly detailed 

accounting of fees collected through notary 

services. The SOP does not specify the level 

of detail beyond the amount charged and 

collected in STARS. The lack of detail leads 

to confusion where NCDMV officials 

report non-compliance by LPAs while LPAs 

indicate they comply with the requirement.  

Since the reporting of Notary fees is a 

major requirement that could lead to 

supervisory complaints or other major 

consequences,  a more explicit description 

of the level of reporting detail required will 

address this deficiency. 

14 PED Report.  
15 PED Report.  
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Contract Documents 

1. There is no provision for a transition period 

from a terminated Commission Contractor 

and the new Commission Contractor. This 

fails to protect the public with respect to 

access to service.  

2. The SOP uses different terms for the same 

party. As an example the SOP uses the terms 

“Commission Contractor,” “Contractor” and 

“LPA Agency” interchangeably without 

specification of this interchange. The License 

Plate Agency Contract only uses the term 

“Commission Contractor.” Similarly, the SOP 

uses the terms “Division” and “Administrative 

Office” interchangeably without confirmation 

that the two terms are equal and 

interchangeably acceptable and applicable. The 

indefinite contract and the term-limited 

contracts only use the term “Division.” 

3. The contract fails to include any provision for 

notifications and communications between 

the two parties including name of responsible 

party, mailing address, telephone and fax 

contact information. 

4. Repetition of information from SOP manual 

in the contract documents:  There are 

numerous articles in each of the two 

contracts that repeat similar information 

from the SOP manual, sometimes using 

different language. Such overlap is confusing 

for the contractor and leaves open the 

opportunity for discrepant interpretation. A 

few examples are cited below: 

a. Article 8 of License Office Contract is 

unnecessary since a much more detailed 

procedure for check verification is 

already available in the SOP manual. 

b. Article 12, the last paragraph of Article 

15, Article 18, Article 19 and Article 22 

of License Office Contract are 

unnecessary since these items are 

covered in the SOP manual. 

c. The second half of Article 5 of the License 

Office Contract covering “additional 

duties” is material that should ideally be 

covered in the SOP manual instead of the 

contract; yet it is not. 

d. Several items of information in Article 5 

of the License Plate Agency Contract 

such as causes for termination are already 

mentioned in the SOP manual and 

therefore need not be covered in the 

contract itself. 

e. Article 7, Article 9, Article 10, Article 13, 

Article 14, Article 17, Article 19 are 

examples of contract language in the 

License Plate Agency Contract that 

repeat information from the SOP manual 

using a different language. 

f. Article 16 of License Plate Agency 

Contract on compliance with bonding 

requirements of G. S. 20-63. 01 covers 

additional material that is not present 

in the SOP manual where this subject 

is covered. 

Comprehensive Performance 

Measures 

In order to objectively gauge how well North 

Carolina LPAs are performing, Senate Bill 402, 

Section 34.17, required a number of performance 

measures to be studied and analyzed. These 

performance measures can be tracked and should 

shed light on how well LPAs are performing 

relative to each other and to NCDMV offices that 

provide the same services. The following 

performance measures are discussed in this 

section to address S.B. 402, Sec. 34.17:  



U s a g e  o f  L P A s  b y  N C D M V  I N T E R I M  R E P O R T  

 

I T R E   20 | P a g e  

 Error rates 

 Transaction trends 

 Service times 

 Customer satisfaction 

Some of these measures have already been in 

existence in LPA offices. For example, 

transactions and error rates are compiled on a 

monthly basis. Meanwhile, service times have yet 

to be tracked and customer satisfaction has yet to 

be objectively measured. 

Error Rates 

NCDMV tracks the number of errors that are 

made at LPA branches on a per transaction basis. 

It uses this information to calculate error rates, 

which are shared with LPAs on a monthly basis 

and used to determine if LPAs are performing up 

to standard.  

An acceptable error threshold for LPAs is set at 

twice the average monthly error rate. If an LPA 

branch exceeds this error threshold, more than 

three times during a 12-month period, then the 

                                                
16 “Monthly Branch Error Report,” North Carolina 

Division of Motor Vehicles (2010-2013).  

LPA branch is closed and the staff undergo 

mandatory training in Raleigh.  

Average error rates fluctuate substantially from 

month-to-month, which limits the effectiveness of 

this performance process. For example, an 

acceptable error rate for one month may be an 

unacceptable error rate for an LPA the following 

month. The lack of consistency subjects LPA 

branch offices to an unnecessarily stressful 

business environment. Using a six-month moving 

average to assess error rates would create more 

clarity and stability for LPA branches. This 

alternative option is discussed in Section II of the 

Recommendations later in this report. 

Figure 5 below shows average error rates from 

2010 to 2013.16 Changes in error rates were 

substantial from month-to-month. For example, 

the error rate in February 2011 was more than 

twice the error rate of March 2011, and the 

error rate in April 2013 was less than one-third 

the error rate of May 2013. These large 

fluctuations made performance requirements for 

LPAs inconsistent. 

 

Figure 5. Error Rates over Time. 

Data Source: NCDMV “Monthly Error Report,” 2010-2013. 
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Another way to see how error rate fluctuations 

affect LPAs on a month-to-month basis is to 

observe the number of LPAs that did not 

perform up to standard (see Figure 6 above). 

From 2010 to 2013, as few as eight LPA offices 

exceeded twice the average error rate threshold 

for one month, and as many as 58 LPAs exceeded 

twice the average error rate threshold for 

another month. 

LPA branches are subject to disproportionate 

exposure due to the size of their operation. To a 

small branch, one error leads to a much higher 

average error rate. For example, offices such as 

Laurinburg #043 and Chapel Hill #004 performed 

less than 15,000 transactions in 2013. Meanwhile, 

offices such as Cary #107 and Charlotte #122 

completed more than 100,000 transactions in 

2013. One transaction error in the Chapel Hill or 

Laurinburg branches would equate to a monthly 

error rate that is about ten times higher than the 

Cary or Charlotte branches. 

Determining error rates requires a significant 

amount of NCDMV and LPA resources. Errors are 

both costly to detect for NCDMV and costly to 

rectify for LPAs. One finding from an LPA 

interview is that a substantial number of errors 

detected by NCDMV at that LPA are not 

erroneous at all. 

Transaction Trends 

NCDMV tracks the number of transactions LPAs 

make by type and by branch. The smallest LPA 

branches complete less than 10,000 transactions 

each year, while the largest branches complete 

over 100,000 transactions each year. In 2013, 

LPAs completed a total of about 12.5 million 

transactions. Ten percent of those transactions 

were vehicle property tax transactions, 11 

percent were highway use tax (HUT) 

transactions, 15 percent were title transactions, 

and 64 percent were standard transactions (STX) 

(see Figure 7 below). 

Figure 7. Transactions by Type, 2013. 

Data Source: NCDMV “Compensation Summary,” 2010-2013. 

Data Source: NCDMV “Monthly Error Report,” 2010-2013. 

Figure 6. Number of LPAs over 2X Error Rate. 
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The number of transactions that LPAs have 

completed has increased over time (see Figure 8 

above). In 2010, LPAs completed 11,106,768 

transactions and in 2013, LPAs completed 

12,489,447 transactions. A large portion of the 

increase in transactions, however, has come from 

the implementation of the vehicle property tax.  

Service Times 

At present no evidence was found that service 

times at different LPA offices are being tracked 

and assessed in a systematic and methodical 

manner by the NCDMV. The closest such study 

was performed in October 1999, by Walter L. 

Thompson from Productivity Services, on behalf 

of NCDMV. The focus of that study was on 

assessing productivity of the various LPA offices. 

One component of the report included, a sample 

of service times.17 The study reported a 

significantly high degree of utilization of LPA 

                                                
17 Thompson, Walter L. “Vehicle Registration Staffing 

Study,” NCDOT, 1999. (See p.6 of the study for service 

time information.) 

employees at the various offices. It suggested that 

larger LPA offices generally had more customers, 

who had longer wait times than at smaller offices.  

Since the conclusion of that study, there have 

been much more transactions that LPA offices 

are required to perform (e.g., the recent 

introduction of the Tax and Tag program). The 

differing types of transactions that LPAs perform 

often result in varied wait times for customers. 

(This last observation has been corroborated in 

the LPA interviews as well as discussions with 

NCDMV officials.) 

Given the elapsed time since the study was 

conducted and the growth in the types of 

transactions and their volumes since that time, 

wait time estimates merit a revision. 

 

Data Source: NCDMV “Compensation Summary,” 2013. 

Figure 8. Total Transactions over Time. 
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Customer Satisfaction 

Customer satisfaction has not been uniformly 

tracked at LPA offices. However, as part of its 

current initiatives, NCDMV is attempting to 

measure and improve customer satisfaction.18 

GfK, a private company under contract to 

NCDMV, performed a market study that 

provides a broad review of Driver License (DL) 

and LPA customer concerns.19  The study includes 

feedback from customers at LPA and DL 

locations. It will provide the basis for site surveys 

and internal studies that will be undertaken on a 

quarterly basis by NCDMV.20  

The market study is being conducted during the 

writing of this report; therefore, its findings could 

not be included in this report. However, GfK did 

complete quantitative and qualitative draft 

reports that were illustrative of customer 

concerns at NCDMV and LPA locations on the 

whole.21 Selected findings from the draft report 

are highlighted on this page.  

These findings bring to light noteworthy 

customer concerns. They seem to converge 

around the customer’s desire to have shorter 

wait times at DL or LPA offices. Though 

customer wait times are not currently tracked, it 

is apparent that they are intimately related to 

customer satisfaction.  

Though service times are not being tracked to 

measure performance, a number of new ways to 

reduce wait times were discussed in the GfK draft 

report. Customer approval for these new ideas 

                                                
18 Interview with NCDOT Marketing Specialist, 

December 16, 2013.  
19 NCDMV Bulletin Board Discussion Groups. DRAFT 

Report of Findings. Presentation made by GfK on 

December 12, 2013 
20 Interview with NCDOT Marketing Specialist, 

December 16, 2013.  

21 NCDMV Bulletin Board Discussion Groups. DRAFT 

Report of Findings. Presentation made by GfK on 

December 12, 2013. And, NCDMV Quantitative 

Surveys. Overview of Topline Findings. Presentation 

made by GfK on January 10, 2014 

 

NCDMV Bulletin Board 

Discussion Groups 

GfK DRAFT Report of Findings 

Main Findings 

• Consumer perceptions are unfavorable in the 

extreme. Whether visiting a Driver License office 

or an LPA, consumers find the experience 

unpleasant in many aspects including the setup of 

physical facilities, physical appearance of offices, 

long wait times, lack of transactional clarity, and 

poor staff attitudes and expertise.  

• Commercial and government / non-profit 

stakeholders expressed more positive views of the 

NCDMV, but mainly based on their professional– 

not personal–interactions. Stakeholders experience 

shorter wait times, are able to form ongoing 

working relationships with some LPA and [driver’s 

license] staff and are better-informed about policy 

and procedural requirements and updates that 

impact their transactions with the agency. The 

result is a generally favorable view of the NCDMV 

among stakeholder segments. 

• Experiences and perceptions differ by market size 

and by branch/office within each market. Those 

residing in larger markets seem most dissatisfied, 

while those in smaller markets seem to have more 

positive experiences. Higher volume offices do not 

appear to function as well as those in less populous 

areas. As a result, a number of respondents 

routinely seek out a better, faster experience by 

travelling up to 45 minutes to a smaller branch.  
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was determined in that report. Additional select 

findings are highlighted on this page.  

These findings also demonstrated customers’ desire 

for speed and efficiency. Online solutions were 

looked at favorably if they could create time savings. 

Please see the “Improving Customer Service and 

Citizen Accessibility” recommendation for discussion 

about efficient service delivery suggestions. 

Geographical Convenience and 

Hours of Operation 

A review of documents provided by NCDMV did 

not reveal any significant dissatisfaction of existing 

LPA customers regarding geographical 

accessibility of LPA locations. This sentiment was 

also echoed by the LPAs in the conducted 

interviews; all expressed satisfaction with their 

existing locations and believed them to be 

conveniently accessible by their customers.  

LPAs were also asked about the feasibility and 

inclination to have extended operating hours on 

weekends, especially Saturday. The reaction to 

this was uniformly negative. Reasons for the 

unfavorable reaction are numerous and include 

additional cost, lack of security, insufficient 

demand, etc. Some LPAs have tried Saturday 

hours, but they did not bring in enough customers 

to cover their overhead costs. 

Most LPAs believe that they are located in areas 

that are readily accessible; however, no 

independent validation of the same is currently 

available.  Additionally, it is not likely that LPAs 

will provide extended hours on a voluntary basis 

given the increased costs. 

NCDMV Bulletin Board 

Discussion Groups 

GfK DRAFT Report of Findings 

Additional Findings and 

Customer Feedback 

• Consumers liked all concepts that promise to 

increase efficiency, decrease waiting times 

and minimize the need to visit DMV 

branches including: Appointments, the Virtual 

DMV, Kiosks, Live Online Chat and the DMV 

Smartphone App. Dealers want a Dealer 

Online Status and Dealer Portal. 

• Consumers and stakeholders want to transact 

as much business via the DMV website as 

possible, expecting it to reduce wait times and 

minimize the need for in-person DMV contact. 

• The first step to customer satisfaction is speed. 

Digital solutions are only appealing if they 

solve the problems of speed and efficiency. 

• Digital solutions such as electronic or 

biometric identification weren’t well received 

because they don’t solve a significant 

problem for customers.   

• Any shift to digital functionality should be 

based on the foundation of increased 

efficiency and time savings. 

 

Data Source: NCDOT GIS Unit 2013. 
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LPA Contractor  

Compensation Rates 

In 2001, Oates, Anderson and Crooke from the 

Productivity Services Section of NCDOT did a 

study on the compensation rate for all LPAs at that 

time and recommended a four-rate option.22 In 

the same report, they also recommended a model 

to revise these rates with inflation. This was 

followed in 2012, when the Program Evaluation 

Division (PED) of North Carolina’s General 

Assembly researched compensation rates for its 

report to the Joint Legislative Program Evaluation 

Oversight Committee. Compensation rate 

information from that report is included in the 

highlighted box on the following page.  

As the PED report explained, LPAs are 

compensated by the NCDMV on a per 

transaction basis. Compensation rates range 

from $1.43 to $4.76 per transaction based on 

the services LPAs have provided (see 

explanation in Figure 9 below or in the 

highlighted section on the following page).  

 

                                                
22 Oates, R. et al, "Contract Agent Compensation." 

NCDMV, July 25, 2001. 

LPAs receive $1.43 for completing 
one or more of the following 

transactions: 

1. Registration plate, card, sticker, or certificate of title. 

2. Handicapped placard or handicapped 

identification card. 

3. Acceptance of an application for a personalized 

registration plate. 

4. Acceptance of a surrendered registration plate, 

card, sticker, or acceptance of an affidavit stating 

why a person cannot surrender a registration 

plate, card, or sticker. 

5. Cancellation of the title because the vehicle has 

been junked. 

6. Acceptance of an application for, or issuance of, 

a refund for a fee or a tax, other than the highway 

use tax. 

7. Receipt of the civil penalty imposed by G.S. 20-

311 for a lapse in financial responsibility or receipt 

of the restoration fee imposed by that statute. 

8. Acceptance of a notice of failure to maintain 

financial responsibility for a motor vehicle. 

9. Collection of civil penalties imposed for violations 

of G.S. 20-183.8A. 

10. Acceptance of a temporary lien filing. 

 

Figure 9. Compensation by Transaction Type. 

$1.43 for any combination of the transactions 

listed in N.C. Gen. Stat. § 20-63(h). 

An additional $1.00 if any of the following 

transactions were performed:  
 Certificate of title; 

 Duplicate or corrected certificate of title; 

 Repossessor certificate of title; 

 Recording Supplementary Lien; 

 Removing a lien from a certificate of title; 

 Manufacturer or dealer certificate of title. 

An additional $1.27 for collection of highway use tax. 

Either an additional $1.06 for collection of 

vehicle property tax ($0.71 after February 28, 

2014), or an additional $1.27 for the issuance 

of limited registration “T” sticker. 

Source: adapted from Program Evaluation Division based on N.C. Gen. Stat. §§ 20-42, 20-63, 20-85, the LPA Standard Operating Procedures Manual, and 

interviews with NCDMV. 
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LPAs also receive compensation for the collection 

of property tax on motor vehicles. LPAs receive 

$1.06 or $0.71 for property tax transactions on 

motor vehicles, depending on the date of 

registration or renewal for those vehicles. For 

vehicles that register or renew from September 

                                                
23 G.S. 20-63(h) 

30, 2013 to February 28, 2014, LPAs receive 

$1.06 each time property tax is collected, and for 

any other date LPAs receive $0.71 per 

transaction.23 In some instances, vehicle owners 

will choose to defer the payment of their vehicle 

property taxes, and instead choose to receive a 

 

Program Evaluation Division: Final Report to the  

Joint Legislative Program Evaluation Oversight Committee 

The fees customers pay at LPAs for registration and titling services go to the Highway Trust Fund, 

Highway Fund, or local school boards. DMV in turn pays LPA contractors for performing those 

services. As established by statute, DMV pays contractors on a per-transaction basis:  

 $1.43 for any combination of the transactions listed in N.C. Gen. Stat. § 20-63(h); i 

 an additional $1.00 for certain titling transactions;ii 

 an additional $1.27 for collection of the highway use tax;iii 

 LPAs receive $1.06 to collect vehicle property taxes (VPTs); after February 28, 2014 

compensation rate drops to $0.71. Limited registration plates or temporary (T) stickers may 

be issued instead of collecting VPTs; in such cases an LPA receives $1.27.iv 

Thus, the least LPAs can receive for performing services is $1.43; the most they can receive is $4.97. 

For example, an LPA contractor would receive $1.43 for performing a transfer of registration. An 

LPA contractor would receive up to $3.54 for the collection of the highway use tax and certain titling 

and vehicle property tax services.  

The majority of LPAs are private contractors who need to generate a profit to maintain their 

businesses. An important source of additional revenue is from notary fees: most transactions must 

be notarized and LPAs collect fees directly from customers. Notary fees are set by DMV in the LPA 

program’s Standard Operating Procedures Manual; LPA contractors receive $5 for one signature, $6 

for two signatures, and $7 for three or more signatures. 

i 
The transactions listed in N.C. Gen. Stat. § 20-63(h) are issuance of a registration plate, registration card, registration 

renewal sticker, or certificate of title; issuance of a handicapped placard or handicapped identification card; acceptance of 

an application for a personalized registration plate; acceptance of a surrendered registration plate, registration card, or 

registration renewal sticker; cancellation of a title because the vehicle has been junked; acceptance of an application for, or 

issuance of, a refund for a fee or a tax; receipt of a civil penalty for a lapse in financial responsibility or receipt of the 

restoration fee; acceptance of a notice of failure to maintain financial responsibility for a motor vehicle; collection of civil 

penalties imposed for emissions violations; sale of inspection stickers to a licensed inspection station; collection of the highway 

use tax; and acceptance of a temporary lien filing. The compensation rate for these transactions was last raised in 2001.  
ii Session Law 2004-77 established this provision to provide an additional fee for transactions related to titling services.  
iii Collection of the highway use tax is not a stand-alone service; it occurs in combination with the issuance of a title. The 

compensation rate for collection of the highway use tax was last raised in 2001. Starting in 2013, LPAs will collect vehicle property 

taxes. Session Law 2005-294 made vehicle property taxes due at the same time registration fees are due and authorized LPAs 

to collect these taxes on behalf of counties. The amount counties will pay LPAs per transaction has not been determined. 
iv 
Session Law 2013-372 established this provision to provide an additional fee for transactions related to vehicle property tax services. 
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limited registration plate or a temporary (T) 

sticker. In this case, LPAs are compensated $1.27 

for the issuance of a “T” sticker.24 

Notary transactions are also a source of potential 

revenue for LPAs. LPAs receive $5 for one 

notarized signature, $6 for two signatures, and $7 

for three or more signatures. The Raleigh and 

Charlotte state offices receive $2 for one 

notarized signature, $3 for two signatures, and $4 

for three or more signatures (see Figure 10 

above). Interviews indicated that this revenue 

source is a small percentage of their operations 

since most customers get their documents 

notarized outside of the LPA office. In addition, 

LPAs reported that notary fees are collected in 

cash to avoid the potential of bounced checks. 

                                                
24 G.S. 20-63(h), Session Law 2013-372, Senate Bill 305. 

Over time, total compensation has increased for 

LPAs (see Table 3 below). From 2010 to 2013 

net compensation for LPAs has gone from $14.9 

million to $16.4 million. At the same time, 

however, average compensation rates have fallen. 

In 2010 LPAs earned nearly $1.84 per transaction 

and in 2013 LPAs earned around $1.79.25 This 

decrease in average compensation per 

transaction is the result of vehicle property tax 

(VPT) transactions. LPAs are compensated $1.06 

for these transactions, which is less than the 

$1.43 to $2.43 they receive for title and standard 

transactions (STX), and less than the $1.27 they 

receive for Highway Use Tax (HUT) transactions. 

Due to the rollout issues of VPT transactions, 

and the complexity of many standard 

transactions, a number of LPAs feel that 

compensation rates are inadequate.  

25 See footnote 29 for explanation on how average rate 

of compensation was calculated. 

Table 3. Compensation Rates 2010-2013 

Data Source: NCDMV “Branch Compensation Summary,” 2010-2013. 

Figure 10. Notary Fees. 
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From 1961 to 1997 LPAs were compensated at 

one flat rate per transaction. Starting in 1997, 

NCDMV began compensating LPAs a different 

rate for the Highway Use Tax. Then, in 2004, 

NCDMV began compensating LPAs an additional 

dollar for six types of standard transactions26 (see 

Figure 11 above). For standard transaction types 

that earn a regular transaction, and those that 

earn an additional dollar, see Figure 9 earlier in 

this report. 

                                                
26 H.B. 1555, Session Law 2014-77 stipulated that LPAs 

would be compensated an additional $1.00 for (1) 

certification of title, (2) duplicate or corrected 

certificate of title, (3) application of repossessor for 

certificate of title, (4) application for recording of 

supplementary lien, (5) application for removing a lien 

from a certificate of title, and (6) certificate of title for 

One way to determine the fairness of annual 

compensation rates is to use the annual inflation 

rate as a benchmark. The first compensation rate 

that LPAs received ($0.17 per transaction in 

1961) is indexed to the annual inflation rate. Over 

time this benchmark to inflation can be used to 

compare an indexed compensation rate to the 

actual compensation rate (the rate at which LPAs 

are actually compensated today). The comparison 

demonstrates if LPAs are being compensated at a 

rate that is higher or lower than annual inflation.27  

a motor vehicle transferred to a manufacturer or 

motor vehicle retailer.  
27 An annual inflation rate is viewed as the rate in which 

money loses its purchasing power from year-to-year. 

In order to ensure that compensation rates are not 

losing their purchasing power, or value, they need to 

be equal or higher than inflation.  

Source: ITRE & UNCG based on N.C. Gen. Stat § 20-63(h). 

Figure 11. Compensation Rates per Transaction by Type over Time. 

In 1997, variable 

compensation 

rates began.  
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Figure 12 above shows the actual compensation 

rates that LPAs receive per transaction and the 

compensation that LPAs would have received if 

their rates were indexed to inflation.28 Overall, 

LPA compensation rates have increased at rates 

                                                
28 “US Inflation Rate by Year,” 2013. 

http://www.multpl.com/inflation/table  
29 Information about historic compensation rates was 

pulled from North Carolina’s General Statutes § 20-

63(h) from 1961 up to Session Law 2013-372, Senate 

Bill 305. From 1961 to 1996 LPAs received a flat 

compensation rate per transaction. In 1997, LPAs 

received two compensation rates - one for regular 

transactions and one for the Highway Use Tax (HUT). 

Based on 2010, 2011, and 2012 NCDMV transaction 

data, it is assumed HUT transactions comprise 13 

percent of transactions.  

In 2004, LPAs were compensated an additional dollar 

for many types of regular transactions. There was no 

data available that showed the number of transactions 

which earned the additional dollar rate. For simplicity's 

sake it is assumed that half of regular transactions will 

result in LPAs earning the rate with the additional dollar 

and half will result in LPAs earning the original rate.  

higher than the rate of inflation.29 However, that’s 

not to say that there were not periods where 

compensation rates did not keep up with inflation. 

There was a period from 1985 to 1996 where 

LPAs earned less per transaction than they would 

In 2013, LPAs are compensated for vehicle property 

tax transactions. Based on 2013 transaction data, these 

transactions comprise seven percent of all transactions 

and highway use tax transactions comprise 12 percent 

of these transactions. For the remaining transactions it 

is assumed that half of the transactions are regular 

transactions that earn the additional dollar 

compensation and the other half earn the original 

compensation rate.  

Thus to calculate the average compensation rates to 

LPAs the following equations are used: 

1961-1997: rate is equal to flat compensation rate. 

1997-2004: 0.13*(HUT transaction) + 0.87(Regular 

transaction) = average compensation rate. 

2004-2012: 0.13*(HUT trans) + 0.435(Reg trans) + 

0.435((Reg trans) + $1.00) = average compensation rate. 

2012-2014: 0.12*(HUT trans) + 0.07*(Vehicle 

Property Tax) + 0.405(Reg trans) + 0.405((Reg 

trans) + $1.00) = average compensation rate. 

Source: ITRE & UNCG based on N.C. Gen. Stat § 20-63(h). 

Figure 12. Actual vs. Indexed Compensation. 

http://www.multpl.com/inflation/table
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have if their compensation rates were indexed to 

inflation. And more recently, average 

compensation rates have flat-lined and have 

actually started to decrease. From 2004 to 2012 

average compensation rates have remained 

unchanged ($1.84 per transaction), and with the 

onset of the vehicle property tax collection, LPA 

average compensation rates have declined ($1.79 

in 2013). If compensation rates continue as they 

are scheduled in 2014, by 2024, the average LPA 

compensation will have fallen to a rate that is 

below that of inflation.30 In other words, if the 

original LPA compensation rate had been indexed 

to inflation starting in 1961, by 2024 that rate will 

be greater than what compensation is projected 

to be for LPAs in 2024 (assuming compensation 

rates remain the same). 

NCDMV also provided online renewal trends upon 

request. From 2000 to 2013, online renewals 

increased from 63,000 to 1.67 million transactions 

(see Figure 13 above). It is assumed that online 

transactions will only continue to increase in the 

                                                
30 This assumes that annual inflation will continue at a 

rate of 3 percent. The average rate of inflation for 

2010-2013 was 2.2 percent, based on the website “U.S. 

Inflation Rate by Year,” 

http://www.multpl.com/inflation/table. 

future. This assumption was substantiated in the GfK 

marketing study, which brought to light customers’ 

willingness to complete transactions online.31 

Reporting of Notary Fees 

LPAs are contractually obligated to “give a 

monthly written detailed accounting to the 

[NCDMV] of all monies collected for Notary 

services.”32 It appears the LPAs provide data (e.g., 

scanned documents on transactions requiring a 

notary service) to the NCDMV without actually 

noting the monetary receipts from those 

activities. Without this revenue accounted for, it 

is difficult to determine if the current basis for 

contractor compensation is appropriate. There is 

no way to determine if notary fees make up a 

small percentage of LPA revenue or if they are an 

integral part of LPA profit. For suggestions about 

reporting notary fees, see Section IV of the 

Recommendations later in this report. 

31 NCDMV Bulletin Board Discussion Groups. DRAFT 

Report of Findings. Presentation made by GfK on 

December 12, 2013 
32 Standard Operating Procedures. February 2009.  

Data Source: NCDMV “Online Transaction Query,” 2014. 

Figure 13. Online Vehicle Registration Renewals. 

http://www.multpl.com/inflation/table
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Current Compensation Framework  

NCDMV uses a flat-fee framework to 

compensate LPAs, which appears to be limited in 

its ability to motivate LPAs to provide quality 

customer service. In this framework, LPAs are 

compensated based on the number of 

transactions they complete. Therefore, it is 

inherently in their best interest to complete as 

many transactions as possible. As a result, 

customers may find themselves being rushed 

when they reach the customer service desk.  

The flat-fee compensation framework is also 

limited in its ability to compensate LPAs based on 

the amount of time and effort required per 

transaction type. Certain types of transactions 

may require more time and effort to complete; 

however, they are generally lumped into the same 

broad compensation categories.  

The rates at which LPAs are compensated by the 

NCDMV will require further study. The current 

rates of compensation have not been increased 

since 2001. Session Law 2013-372, that amends 

Senate Bill 305, directs the Revenue Laws Study 

Commission to study the per  transaction 

compensation amounts. The findings and 

recommendations from this commission will be 

reported during the 2014 Regular Session of the 

2013 General Assembly and could provide insight 

into the appropriateness of current 

compensation rates. At this point, it is difficult to 

assess if compensation rates are adequate to 

allow for LPA profitability. The PED report, 

demonstrated that, on average, LPAs had a profit 

margin of 18 cents per transaction, not including 

notary fee revenue).33 However, more 

information is necessary to determine the 

accuracy of LPA profitability.  

                                                
33 PED Report 

Alternatives to Current  

Contractual Models 

Under the current contractual model there are 

120 LPA offices in North Carolina that provide 

titling, registration and property tax services. Of 

these LPA offices, three are operated by 

chambers of commerce, 15 are operated by 

counties or towns, and 102 are operated by 

private contractors. Of these offices, 40 percent 

operate under 5-year term-limited contracts 

and 60 percent operate under indefinite 

contracts. (There are also two state offices that 

provide these services and do not operate 

under contract.) 

In this section three alternatives to the current 

contractual models are described. The first 

alternative explores entirely state-run motor 

vehicle license plate service delivery. The second 

looks at a contractual model based on 

competitive bidding. The third alternative looks at 

awarding contracts on the basis of LPA 

performance. It is suggested that the selected 

model be applied to all LPAs, as opposed to the 

current model where there are both indefinite 

contracts and term-limited contracts.  

State Service Delivery 

Thirty-two states provide motor vehicle services 

entirely through state-run offices.34 If North 

Carolina were to change to this service delivery 

model, the state would not pay out costs 

associated with LPA compensation while 

absorbing costs associated with staff salaries, 

computer equipment, and building rents. 

Therefore, these components should be looked 

at when evaluating the cost of providing state-run 

motor vehicle service delivery. The categories 

described as follows explain costs that the state 

34 PED Report 
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could expect to incur if it were to become the 

sole provider of LPA services.  

Personnel Costs: The average LPA has about 

three full-time and one part-time personnel (not 

including the two state offices).35 As supported 

by findings in the PED Report, it is fair to assume 

that state offices will only hire full-time 

personnel. Another assumption is that an average 

employee salary with benefits will cost the state 

$50,000. With 120 LPA offices listed in the “LPA 

employee and workstation by county” 

spreadsheet (not including the two state offices), 

it can be estimated that if each office were to be 

state-run with an average of four full-time 

workers for a total of 480 employees, then it 

would cost the state a total of $2.40 million in 

annual employee salaries.  

Building Rental Costs: Not including utilities, 

commercial building rental costs range from $7.00 

per square foot per month in New Bern, NC to 

$18 per square foot per month in Raleigh, NC.36 

For the purposes of this report, a rough estimate 

of $10 per square foot per month is used for the 

average building rental cost. It is also assumed that 

the average office size is 1,200 square feet. Thus, 

an estimated total for total building rental costs 

would be $17.3 million in annual rental costs. 

Compensation Costs: In 2013, total gross 

compensation for LPAs was $16.1 million.37 It is 

assumed that if all LPAs were to transition into 

state-run offices, this $16.1 million cost for 

compensation would be saved by the state. Thus, 

instead of paying out compensation to LPAs, 

transactions would be a part of doing business 

within state-run offices and no additional 

compensation per transaction would be required. 

                                                
35 LPA Employee and Workstation by County 

Spreadsheet. October 2013.  
36 LoopNet Inc., January 2014. Online: 

http://www.loopnet.com/xNet/MainSite/Listing/Search/  

If all LPAs were to transition into state-run 

offices, the net fiscal impact to the state would 

amount to personnel costs, plus building rental 

costs, minus compensation costs. Thus, the state 

would spend an additional $3.6 million annually if 

all LPAs became state-run offices.   

There are other costs associated with LPA 

operations such as technical support, oversight, 

and equipment costs. However, it is assumed 

these costs would remain constant if LPAs were 

to transition to state-run operation.  

Competitive Bidding 

In North Carolina, some LPA offices are subject 

to competitive bidding, while others are not. A 

finding that has emerged through NCDMV and 

LPA interviews is that LPA offices subject to 

competitive bidding have demonstrated more 

effective business practices than their 

counterparts. Specifically, competitive bidding 

has improved customer service in offices under 

term-limited contracts. As mentioned in this 

report and the PED report, the perception 

among those that deal with LPAs is that term-

limited LPAs provide better customer service 

and are more responsive than those on indefinite 

contracts. This finding supports Section I of the 

Recommendations in this report that competitive 

bidding be the sole process used to select initial 

awardees of LPA contracts.  

Interviews with NCDMV officials also reveal that, 

in general, there are few qualified contractors 

interested in bidding on a LPA office. Changing the 

contract and compensation models may reduce 

the perception of risk for potential contractors 

and subsequently increase the interest in 

competitive bidding. The LPA interviews indicated 

37 “Branch Compensation Summary.” 31 December 

2013. NCDMV 

http://www.loopnet.com/xNet/MainSite/Listing/Search/
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some of the operators lose money and some of 

the newer ones have not fully recovered their 

investment three years after opening. One of the 

compensation models suggested in the 

Recommendations section requires NCDMV to 

offer a base compensation that covers a portion 

of the LPAs fixed costs. 

Another mechanism to increase competitive 

bidding is the length of the initial contracts. 

Longer term contracts will strengthen the 

business case for the individual wishing to 

engage in the business. Details of the above 

suggestions are provided in the 

Recommendations section of this report. 

Competitive bidding should be considered for 

new LPA contracts and also when existing 

contracts come up for renewal. To ensure the 

effectiveness of the bidding process, formal 

procedures should be developed that ensure an 

open, objective and transparent process.  

As mentioned above, interviews with NCDMV 

personnel seem to indicate that the number of 

“applicants” for LPA contracts are not 

overwhelming. Thus, instituting competitive 

bidding on all renewals might not provide many 

benefits while adding to the cost of the NCDMV. 

This is especially so in the situation where the 

current contractor is meeting or exceeding all 

performance expectations. Excessive change of 

contractors might result in loss in customer 

service to the citizens of the state especially 

given the substantial amount of technical 

knowledge and experience that is required in 

operating an LPA at a high service level. In the 

situation where competitive bidding is necessary, 

the NCDMV should ensure adequate 

dissemination of the opportunity and also ensure 

a longer transition period for the switching over 

of the contractors in order to minimize loss of 

service. These findings form the basis for the 

“Contracts” recommendation.  

Performance-based Contracts 

As noted above in this report, currently contracts 

with the LPA offices do not assess performance 

other than monitoring a sample of transactions 

for errors. In order to provide quality service to 

the citizens of North Carolina and ensure 

continuous improvement in the operations of 

NCDMV, it is imperative that contracts with LPAs 

include clauses on performance and incentive 

mechanisms to deliver quality service to LPA 

customers. In Section IV of the Recommendations 

performance measures and implementation 

schemes are discussed. 
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Recommendations 

 

I. Contracts 

NCDMV should move to a uniform, term-limited, performance-based contract for all LPAs. The 

constituent components of this recommendation are presented below. 

1. Two types of contracts should be used – a "Probationary Contract" and a "Renewal Contract."  

Both should be limited in term and identical in all aspects, except for the time-period and award 

process for each contract type.  

 The Probationary Contract should be for a time-period of three years and should be 

awarded only through the process of competitive bidding, except as noted in Article 6 of 

these recommendations. 

 The Renewal Contract should be for a time-period of five years and be awarded 

automatically to contractors who have finished a Probationary Contract in good standing.  

 

2. Every LPA contractor should be initiated on a Probationary Contract. Thereafter, if their 

performance is in good standing over the three-year time-period of the Probationary Contract, 

they should be automatically moved to a five-year Renewal Contract without having to go 

through competitive bidding, presuming the contractor and NCDMV agree to continue the 

contract. At the end of the Renewal Contract time-period, competitive bidding should be used to 

select the next awardee of a Probationary Contract to manage the LPA. 

 

3. Contractors should receive their notice of renewal or denial thereof at least six months prior 

to the expiry of their current contract. 

 

4. The process used for competitive bidding should be well-organized, open and based on well-

defined and well-publicized objective criteria. Additionally, the process should be widely 

advertised so as to give all interested parties a fair and open chance to bid. 

 

5. Notwithstanding the time-period of each contract, both contracts should allow for termination 

with a short notice for malfeasance, misfeasance, nonfeasance or gross violation of performance 

standards identified in Article 10 of this recommendation. 

 

6. NCDMV should transition all existing LPA contractors to the Probationary Contract 

without requiring them to go through competitive bidding as a one-time exception to Article 1 of 

these recommendations. At the expiry of the three years of the Probationary Contract, future 

contracts should be awarded in accordance with Article 2 of this recommendation.  

 

In selecting existing LPA contractors to transition, NCDMV should use the following 

staggered approach:  
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 Existing indefinite-term LPA contractors should be moved in batches of one-third 

over a period of three years.  

 In the first year, this transition should be applied to one-third of all current indefinite-

term LPAs whose initial date of contract is the most recent.  

 In the second year, this transition should be applied to the one-third of all current 

indefinite-term LPAs whose initial date of contract is the second most recent.  

 Finally, in the third year, the oldest one-third of all current indefinite-term LPAs will 

be transitioned.  

 

Existing LPA contractors on term-limited contracts should be transitioned to the new contract 

when they come up for renewal. All existing LPA contractors, whether on indefinite or term-

limited contracts, will have moved to the new Probationary Contract within three years 

using this transition plan.  

 

7. Contract language should be modified from what it is at present to be short, simple to 

understand, and to minimize (preferably eliminate) overlap of topical coverage with the SOP 

(Standard Operating Manual) of LPAs. Ideally, the contract terms should be limited to a few 

essentials (names of parties, time-period of contract, termination and probation clause(s), and 

articulation of performance assessment mechanism) and refer to the SOP manual for all additional 

requirements and terms of performance. For a listing of identified problems/issues with the current 

contracts and the SOP manual, please see its corresponding section earlier in this report. 

 

8. The SOP manual should be updated and include a section on performance criteria, especially 

as it relates to customer service. The current SOP manual should be revised to streamline 

NCDMV procedures that presently hamper LPA operations. A discussion on some of these 

procedures is provided earlier in this report. Finally, the manual should also stipulate the necessity 

for LPA offices to be ADA compliant. 

 

9. NCDMV should provide equipment to all LPA offices at its own expense and not require 

them to lease the same.  

 

10. The contract terms should explicitly include how LPAs will be assessed for performance. Two sets 

of criteria should be used: transaction error rates and customer satisfaction with services 

provided. Transaction error rates are currently assessed by the NCDMV; however, a change in 

the processes as presently employed is suggested – see the recommendation in Section II. 

 

Customer satisfaction with LPA performance is not currently measured, and NCDMV should 

conduct customer satisfaction surveys, at least on a quarterly basis, to assess the same. In 

developing tools to assess customer service, it is recommended that NCDMV adopt and adapt a 

well-known model from the business and industry such as SERVQUAL38.  

 

                                                
38 This does not imply an endorsement of the SERVQUAL model by the authors. 



U s a g e  o f  L P A s  b y  N C D M V  I N T E R I M  R E P O R T  

 

I T R E   36 | P a g e  

If SERVQUAL is adopted, it is recommended that the most applicable attributes of the model that 

apply to service quality of LPAs are:  

 

 Tangibles (wait times, errors); 

 Courtesy (the consideration for the customer's property and a clean and neat 

appearance of contact personnel, manifesting as politeness, respect, and friendliness); 

 Competence (possession of the required skills and knowledge to perform the service);  

 Communication (means both informing customers in a language they are able to 

understand and also listening to customers); and  

 Accessibility and safety.  

 

II. Monitoring Transaction Error Rates 

The current processes employed by NCDMV to benchmark the error rates of LPAs should be revised. 

To begin with, LPAs should be classified into the following five peer-groups as per their annual volume of 

transactions since these result in the most equal categorization of the current LPA offices based on volume: 

 

 0-40,000 transactions per year 

 40,001-75,000 transactions per year 

 75,001-110,000 transactions per year 

 110,001-150,000 transactions per year 

 150,001 or more transactions per year 

 

In applying error rates LPAs should be compared to thresholds established based on the data collected 

from only those in their own peer-group. As for the thresholds themselves, two alternate 

recommendations that the NCDMV may adopt in place of existing practice are discussed below.  

 

1. Moving average of past six months: Every six months, NCDMV should calculate the average 

error rate for each peer-group of LPAs for the most immediate past six months. This rate should 

serve as the threshold for each peer-group and every LPA should be held to this threshold for its 

peer-group for the next six months.  

 

2. Using Quality Control Limits: In this case NCDMV would adopt a standard practice of using 

“Quality Control Charts” from the industry – see Evans and Dean as a standard reference. The 

underlying philosophy of this approach recognizes that even under ideal conditions there is bound 

to be some normal amount of variation in error rates; hence, acceptable thresholds should be set 

with this "normal" variation in perspective and an error rate should be found unacceptable only if 

it deviates above what can be expected given this "normal" variation that exists. The process of 

establishing the threshold begins with collecting error rate data for each of the peer-groups of 

LPAs for the three most recent years.  
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Thereafter, the mean error rates and standard deviations of the error rates should be calculated 

for each of the peer-groups.  The acceptable upper threshold of error rates for an LPA should be 

the (mean error rate + standard deviation) for its peer-group, and an LPA should be cited only 

when its error rate exceeds this threshold. These threshold error rates should be announced for 

each peer-group of LPA at the beginning of each year based on data collected over the past three 

years and should be held constant for that year. LPAs with error rates that are routinely above 

the acceptable threshold for their peer-group should be noted as high-error LPAs and targeted 

for intervention for quality improvement.   

 

This approach also can be used to identify high-performing LPAs whose error rates are 

exceptionally better than their respective peer category so that they may be recognized for 

superior performance. An LPA whose error rate is consistently below a threshold of (mean error 

rate - standard deviation) for its peer-group is an exceptionally performing LPA since, this is better 

than what "normal" variation in the system would predict. 

 

This is illustrated in Figure 14 below. 

 

 

 

 

III. Improving Customer Service and Citizen Accessibility 

Per the NCDMV Quarterly Report (12/17/2013), improving customer service is a major objective of the 

NCDMV.  With a view to the same, the following actions with regards to improving customer service and 

citizen accessibility should be taken. 

 

1. NCDMV should substantially enhance the usage of current and modern technology in 

delivering services to the citizens of the state.  NCDMV customers prefer reduced wait times and 

avoiding trips to offices if at all possible. It is recommended that increasing online services would 

lead to greater customer satisfaction for NCDMV. Specific recommendations for technology 

adoption in LPA operations and administration are the following:  

 

Figure 14. Thresholds for LPA Error Rates. 

 
 
 
 
 
 
 
 
 

Mean Error Rate 

Upper Threshold 

Lower Threshold 
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 NCDMV should put in place mechanisms to encourage more online transactions, 

with the goal of having the majority of routine transactions such as renewals eventually 

done online. Such transactions can be incentivized by providing reduced fees to customers 

who renew their tags online, and by promoting the time savings of using online services. 

LPA contractors can be encouraged to install kiosks in their offices that allow customers 

to conduct routine titling and registration services online without needing to engage an 

employee. NCDMV would need to ensure that LPA offices receive appropriate 

compensation for facilitating such online transactions in their offices.  

 

 NCDMV should modernize its information technology system and programs by 

replacing its legacy IT system with one that synchronizes well with other systems 

and includes business intelligence capability that allows data-driven executive level 

decision-making. NCDMV’s STARS system, which has not been modernized since 1996, 

appears to be ill-suited to effectively communicate with the numerous requirements 

placed upon it. Driver License, License and Theft, Inspections and Emissions, Child 

Support, Auto Insurance, and Property Tax platforms all draw from the STARS system. A 

new IT system should ensure that all information necessary to complete a transaction is 

available to users in one streamlined format. Currently, the STARS system stores 

transaction information on multiple screens. Error rates and service wait times could be 

reduced if this requisite information were available on one screen. 

 

 NCDMV should work to complete the operationalization of credit card and debit card 

transactions at all of its offices, including the LPA offices. 

 

2. NCDMV should investigate the effectiveness of co-locating LPA offices with the nearest 

NCDMV offices as a strategic step towards implementing a “one-stop-shop” model of providing 

services. This aligns with the preferences of current NCDMV customers as reflected in the GfK 

quantitative surveys39 recently undertaken by NCDMV. This may involve incentivizing private 

contractors to co-locate by providing them quality office space at competitive rates. 

 

3. It is recommended that NCDMV formalize a methodical, business needs-based framework 

to determine the location of new LPA offices.  Such a framework should be applied on a periodic 

basis. The process should begin by considering trends in vehicle registration, and use such factors 

to identify which regions of the state are in the greatest need for a new LPA office.  If demographic 

trends warrant it, such a framework can also be used to consider closure or relocation of existing 

LPA sites to better serve customers.  

 

4. Use performance assessment not as a punitive tool but as an integral component of continuous 

improvement of services.  NCDMV should publicly recognize and honor LPA offices that 

outperform in terms of reduced error rates and superior customer service. If implemented, the 

quality control charts approach recommended will assist NCDMV in identifying such offices in a 

                                                
39 See Slide 8 on NCDMV Quantitative Surveys: Overview of Topline Findings. Presentation made by GfK on January 

10, 2014. 
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scientific manner.  In addition to recognizing them, such offices should be encouraged to share 

business practices with other LPAs to help disseminate superior customer service among all. 

 

5. The findings from interviews and other documents indicate that communications can be 

improved between NCDMV and the LPAs. Communication can occur multiple times in a day, 

often via emails. However, LPAs are often very busy during operating hours and may not have 

time to check on those communications. Efforts should be made to streamline the communication, 

and NCDMV should explore additional options such as the use of Intranet and Extranet 

technologies.  A reference website could be used to post Frequently Asked Questions (FAQs) 

that LPAs can access. 

 

6. NCDMV should periodically undertake an analytics-based review of questions and 

communications between LPAs and the Help Desk.  Such reviews will help identify salient issues 

and emerging problems which should inform the training programs undertaken by NCDMV and 

also should form the basis of proactive interventions.  

 

7. NCDMV should provide periodic training for LPAs that covers changes in policy, procedure 

and process. This training should be updated on an annual basis and delivered in the most efficient 

manner. Consideration should be given to regional training events and/or online web-based 

training. The training should be mandatory, but designed to cause minimal interruption of LPA 

daily operations. 

 

IV. Appropriateness of Compensation Rates and Other Compensation Models 

The primary finding in this category is that insufficient service time, revenue and cost data on LPA 

operations is presently available to make a credible judgment on the appropriateness of current 

compensation rates. Information on notary fee revenue collected by LPAs must become available in a 

consistent and clear manner, across all LPAs, before accurate judgment can be given regarding 

compensation rates. 

 

Phase II of this study will include efforts to collect service time estimates as well as data on cost of LPA 

operations. Analysis of this data will allow a credible judgment about the appropriateness of current 

compensation rates. 

 

Additionally, the following two recommendations are presented:  

 

1. A systemic provision should be made for periodic review of compensation rates (e.g., every 

five years) to ensure that agencies are being adequately compensated for the services they provide.  

This will become especially relevant if and as more renewals are done online by NCDMV 

customers, resulting in smaller revenue streams for the LPAs.  

 

2. NCDMV should promptly ensure complete compliance with the reporting of notary fee 

revenue by all LPAs, and also make the process more convenient by requiring permission to be 
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presented in a simple and standard format. Absent such information, it will be difficult for NCDMV 

to correctly ascertain the appropriateness of current compensation rates, even if it has good 

estimates for the costs of operations from the third-party study recommended above. 

 

Once the costs of LPA operations are established, NCDMV may adopt one of the following models 

for compensation:  

 

A. Continue to use the flat-fee model in place albeit with different rates. Earlier in this report the 

limitations of the flat-fee compensation model are discussed.  However, the advantage of this 

model is that it is currently operationally functional without any glitches. 

 

B. Adopt a Stratified Compensation Rate model where many more levels/rates of compensation 

are introduced that are currently used, each of which is tied to the complexity of the transaction; 

the more complex the transaction, the higher the compensation rate.  The disadvantage of this 

approach is the additional operational complexity introduced.  

 

C. Two-Part Tariff Compensation. This will entail NCDMV compensating LPAs with a fixed 

revenue (base rate) equivalent to a fixed percentage of the LPAs fixed costs. The second part of 

the tariff will be variable revenue based on the number of transactions. The base rate reduces the 

probability of failure for the potential LPA and provides an incentive for the individual to 

participate (i.e., bid for the contract).  The second part covers the rest of the agent’s fixed cost 

and his/her variable costs. It links the agent’s income with performance so the agent has the 

incentive to operate better both in terms of efficiency and improved customer service.  The exact 

rates should be determined only after the completion of the study on operational costs of LPAs 

recommended above. 

 

D. Variable Compensation Based on Transaction Volumes. The essential idea behind this 

differential rate is to establish a compensation rate that decreases in a stepwise fashion with the 

annual volume of transactions at the LPA.  This is expected to better cover the fixed costs of LPA 

operations. Under this model the highest rate of compensation would be for the first peer-

category of LPAs (up to 40,000 transactions annually) and have the rate decrease in a stepwise 

fashion for each of the next four peer-categories (40,001-75,000; 75,001-110,000; 110,001-

150,000; above 150,000).  
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Appendices 

 
The following reference documents are included with this report: 

A. LPA Standard Operating Procedures Manual 

B. PED Final Report to the Joint Legislative Program Evaluation Oversight Committee 

C. Report on NCDMV Contract Agency Compensation 

D. LPA Contract Types 

E. LPA Interview Questions 
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LPA Standard Operating Procedures Manual 

 NC Motor Vehicle LPA Standard Operating Procedures Manual 

(19 pages) 

 

 NCDMV Policy on Employee Dress Code 
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DMV Policy 
Employee Dress Code              
August 19, 2009 (Revised) 
 
 
Purpose: Responsible administrators and managers have the right to prescribe 
certain reasonable standards of dress and appearance of their employees.  The 
purpose of this policy is to establish a dress code and personal appearance policy that 
will assure the safety of employees; project a professional image to internal and 
external customers, potential employees, business partners, and the public; and to 
further other purposes related to the mission of the Division of Motor Vehicles and the 
conduct of business. 
 
Policy: The Division of Motor Vehicles’ (DMV) primary objective is to have 
employees project a professional image while taking advantage of more casual and 
relaxed clothing and attire as appropriate.  Business casual dress offers an alternative 
to the strict business attire of dresses, suits, ties and dress shoes.    
 
On the other hand, not all casual clothing is appropriate for the office.  Items perfect for 
working in the yard, going on a picnic or to the beach, or playing sports aren’t 
appropriate for the office, nor is clothing that is too revealing.  Regardless of the item, it 
is essential to avoid wearing anything to the office that is not neat, clean, or in good 
repair.  Clothing or accessories that contain slogans, symbols or pictures that may be 
obscene, offensive, or controversial is not allowed. 
 
There are times when traditional business attire (coat and tie for men) is to be worn 
such as when you have meetings out of the building at a non-DMV facility or with non-
DMV staff.  On casual Fridays, it is acceptable to dress casually if meetings are 
conducted within a DMV facility.  When in doubt, business attire is always acceptable. 
 
Listed below is a general overview of acceptable business casual wear as well as a 
listing of some of the more common items that are not appropriate for the office.  
Neither group is intended to be all-inclusive but rather these items should help set the 
general parameters for proper casual business wear and allow employees to make 
intelligent judgments about items that are not specifically addressed.  Any apparel, hair 
style, cosmetic, or jewelry, even if not specifically mentioned in this policy, which 
creates a safety concern, draws undue attention to the wearer, or tends to detract from 
the daily business process is strictly prohibited.  A good rule of thumb is that if you are 
not sure if something is acceptable, choose an alternate and then inquire with your 
supervisor. 
 

Slacks – Slacks are acceptable provided they are well-fitting and are clean and 
neat in appearance.  Capri length slacks are also acceptable.  Inappropriate 
items include jeans, sweatpants, shorts, bib overalls, leggings, spandex or other 
form-fitting pants.  Baggy pants are not acceptable.  Jeans, not frayed or torn, 
may be worn on Casual Friday. 



 
Shirts – Dress shirts and blouses, casual shirts, golf shirts, sweaters and 
turtlenecks are acceptable.  Inappropriate items include tank tops, halter-tops, 
spaghetti straps and tube tops.  Muscle shirts and shirts with descriptive, 
obscene signs, symbols and drawings are not allowed.  Clothing that reveals a 
bare midriff or chest, or clothes that expose the body in a sexually suggestive 
manner are not acceptable. 

 
Dresses and Skirts – Casual dresses and skirts, and split skirts are acceptable.  
Dress and skirt length must be no shorter than two inches above the knee, or of 
modest length when standing.  Mini-skirts are not acceptable.  Backless or 
strapless sundresses, or sheer or mesh clothing that reveals the body or 
underclothing usually covered in the workplace are not allowed. 

 
Footwear – Loafers, boots, flats, dress sandals, open-toed shoes, clogs and 
leather deck shoes are acceptable.  Shoes must be worn at all times during 
business hours.  Flip-flops (shower shoes), beach sandals, tennis shoes or 
athletic shoes, and bedroom slippers are not acceptable.  Tennis shoes or 
athletic shoes may be worn on casual Fridays and during meal periods and 
breaks everyday for the purposes of walking or exercise. 

 
Headwear – Hats or caps shall not be worn by employees working inside an 
office.  Employees working outside, such as a mail courier, shall be allowed to 
wear hats and caps.  Other head coverings must be approved by the immediate 
supervisor if worn during business hours inside the office. 

 
Jewelry and Body Art (Tattoos) – Should display a professional image.  
Jewelry worn in body piercing of the eyebrows, lips, tongue, nose ring and navel 
are not acceptable if visible by others.  Indecent, vulgar, provocative, obscene or 
disruptive tattoos are not acceptable if visible. 

 
Grooming and Attire – Proper grooming and attire have a positive impact on the 
image of the DMV.  Good personal hygiene including hair care is required of all 
employees.  Employees should also be sensitive to other employees and avoid 
using excessive amounts of perfume, cologne or aftershave.  Fingernails should 
be short enough as not to interfere with work duties and should be neatly 
groomed.  Hair styles which draw undue attention such as colors, Mohawks, tails, 
and unusual razor cuts are not allowed.  Sunglasses are not to be worn in the 
office unless they are for medical reasons. 

 
Casual Friday and Weekend: With the exception of law enforcement and uniformed 
employees, Fridays are recognized as a Division-wide “dress down” day.  Additionally, 
employees who work on weekends may dress as on Casual Friday.  Employees may 
wear blue jeans and tennis shoes or athletic shoes as long as they are clean, neat, and 
not excessively worn, frayed or wrinkled on Friday.    
  



Exemption to Policy:  Generally, these neutral dress codes will be applied to all 
employees equally and without regard to personal circumstances; however, religious 
beliefs, medical requirements or other reasons may be grounds for an exception to a 
specific portion of this policy.  Management can makes exceptions to this policy for 
specific projects or activities lasting for a specified period of time.  Additionally, the 
Commissioner of Motor Vehicles has the authority to exempt parts of this policy due to 
adverse or inclement weather or if outside temperatures and/or the heat index reaches 
extremely high levels.  A request for an exemption must be submitted in writing to the 
Commissioner of Motor Vehicles through the employee’s chain of command.  The 
Commissioner of Motor Vehicles will issue a written response within five business days 
from the receipt of the request for exemption.  It is the responsibility of supervisors and 
managers to monitor compliance with this policy and counsel staff when needed. 
 

Consequences of Dress Code Violations: Violation of the Dress Code Policy is 
considered unacceptable personal conduct under the DMV disciplinary process.  If an 
employee has concerns regarding the appropriateness of another employee’s attire, it 
should be addressed to the supervisor of the affected employee and through the proper 
chain of command. 
 

First violation – Employee will be informed of the policy violation and sent 
home, without pay, to correct the violation.  Vacation or bonus leave may be 
used if available.   The first incident will be followed up with a coaching and 
written counseling document. 

 
Second and subsequent violations – Will result in disciplinary action up to and 
including dismissal. 

 
To summarize, employees of the DMV are expected to project a professional image 
while carrying out their roles and responsibilities on a daily basis.  While it is suggested 
that employees observe the traditional business attire, this policy does allow, at times, 
employees to dress with business casual attire and also dress casually on Fridays.  
 
ADDENDUM TO DMV DRESS CODE POLICY 

 

February 2, 2010 

 

 

 

Effective immediately, the Commissioner is modifying the DMV Dress Code Policy to prohibit 

sweatshirts and ball caps.  These items are considered improper work attire and should not be 

worn by any DMV employee on any day of the week including casual Fridays.  Your 

cooperation regarding this policy change is appreciated.    
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PED Final Report to the Joint Legislative Program Evaluation Oversight Committee 

 NC General Assembly Program Evaluation Division (PED) Report Number 2012-07:  

Contract Agency Vehicle Registration and Titling Services Are Cost Efficient, but Contracts 

Need Performance Terms 

(36 pages) 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This page intentionally left blank. 

 



 
 
 
 

Contract Agency Vehicle Registration and Titling 
Services Are Cost Efficient, but 

Contracts Need Performance Terms 
  

 
 

Final Report to the Joint Legislative  
Program Evaluation Oversight Committee 

 
 
 
 

Report Number 2012-07 
 
 
 

April 25, 2012 
 

 

 

 



NORTH CAROLINA GENERAL ASSEMBLY 
Legislative Services Office 

 

George R. Hall, Legislative Services Officer 

 

 

 

 

 

 

 
Program Evaluation Division 
300 N. Salisbury Street, Suite 100 
Raleigh, NC 27603-5925 
Tel. 919-301-1404  Fax 919-301-1406 

 
  

 
  

 John W. Turcotte 
Director 

 

 

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER 

 

 

 
April 25, 2012 

 
Senator Fletcher L. Hartsell, Jr., Co-Chair, Joint Legislative Program Evaluation Oversight Committee 
Representative Julia Howard, Chair, Joint Legislative Program Evaluation Oversight Committee 
 
 
North Carolina General Assembly 
Legislative Building  
16 West Jones Street  
Raleigh, NC 27601 
 
Honorable Co-Chairs: 
 
Session Law 2011-382 directed the Program Evaluation Division to determine the cost-effectiveness 
of using license plate agency contractors to provide vehicle registration and titling services and to 
evaluate the oversight of these contractors by the Division of Motor Vehicles. Session Law 2011-
382 also prohibited the Commissioner of Motor Vehicles from cancelling any contracts until this 
study’s recommendations are acted upon by the Joint Legislative Program Evaluation Oversight 
Committee. 
 
I am pleased to report that the Department of Transportation’s Division of Motor Vehicles and 
the license plate agency contractors cooperated with us fully during the evaluation. 
 
 
Sincerely, 

 
John W. Turcotte 
Director 

 



 

 
 

April 2012 Report No. 2012-07 

Contract Agent Vehicle Registration and Titling Services Are 
Cost Efficient, but Contracts Need Performance Terms 

Summary 
 

 The General Assembly directed the Program Evaluation Division to 
determine the cost-effectiveness of using license plate agency (LPA) 
contractors to provide vehicle registration and titling services and to 
evaluate the oversight of these contractors by the Division of Motor 
Vehicles (DMV). Session Law 2011-382 also prohibited the Commissioner 
of Motor Vehicles from cancelling any contracts until this study‘s 
recommendations are acted upon by the Joint Legislative Program 
Evaluation Oversight Committee. 

Contractors are a cost-efficient way for the State to provide vehicle 
registration and titling services. As of January 2012, there were 118 LPA 
contractors (101 private businesses and 17 local public entities) and two 
state DMV offices providing registration and titling services. Customer fees 
for registration and titling services go to the State, and the State in turn 
compensates LPA contractors on a per-transaction basis. The Program 
Evaluation Division determined the State pays less for each transaction 
performed by private contractors ($2.12) and local public entity 
contractors ($2.07) than for transactions performed by state offices 
($6.13). 

Lack of coordination and poor communication hinders DMV’s oversight 
of contractors. The Program Evaluation Division found DMV relied on 
processes that react to problems rather than working with LPAs to improve 
overall performance. Interviews and surveys also revealed a lack of 
coordination among oversight mechanisms, creating a disjointed oversight 
structure. 

Lack of a standardized, performance-based contract for all contractors 
limits accountability and oversight. As a result of changes in the LPA 
program, two-thirds of LPAs operate under indefinite contracts, differing 
from the other third of LPAs that operate under term-limited contracts. The 
major differences between the two contracts are that indefinite contracts 
do not have a duration term and do not require LPAs to pay the State to 
lease computer equipment, have a public restroom, or report notary fee 
collection. Neither type of contract has performance measures, such as 
customer satisfaction, customer complaints, and transaction error rates. 

To address these findings, the General Assembly should direct DMV to 

 implement a standardized, performance-based contract for LPAs; 

 improve oversight and communications in the LPA program; and 

 outsource registration and titling services provided at the two state 
offices. 
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Purpose and 
Scope  

 The General Assembly directed the Program Evaluation Division to 
evaluate the cost-effectiveness of the current operations of the Division of 
Motor Vehicles (DMV) Commission Contract for the Issuance of Plates and 
Certificates Program and to determine any savings and efficiencies that 
could be achieved by changing operations.1 For the remainder of the 
report, the Commission Contract for the Issuance of Plates and Certificates 
Program will be referred to as the license plate agency (LPA) program. 

This evaluation addressed three central research questions: 
1. What are the structure, operations, and cost of the LPA program? 
2. How well does the LPA program meet the motor vehicle registration 

and titling needs of North Carolina‘s citizens? 
3. Are there more efficient ways to register and title motor vehicles in 

North Carolina? 

The Program Evaluation Division collected data from several sources, 
including 

 interviews with and surveys of DMV staff;  

 transactions and errors from the State Titling and Registration 
System; 

 a survey of all LPAs and site visits to 26 agencies; 

 interviews with representatives of the North Carolina Association of 
Motor Vehicle Registration Contractors, Inc.; and 

 research on other states. 
 
 

Background   North Carolinians have been registering motor vehicles since 1909 and 
titling vehicles since 1923. Over time, the General Assembly has 
transferred responsibility for vehicle registration and titling from the 
Secretary of State to the Department of Revenue to the Division of Motor 
Vehicles (DMV). Beginning in 1961, the General Assembly mandated that 
all registration plates, registration certificates, and certificates of title—
outside of those issued by DMV‘s Charlotte and Raleigh offices—be 
issued ―insofar as practicable and possible‖ through contracts with 
persons, firms, corporations, or governmental subdivisions of the State, 
and that DMV provide ―proper supervision‖ to the contract agents.2 

Other states also use contractors to perform registration and titling 
services. As shown in Exhibit 1, 18 states used contractors for registration 
and titling services in 2011. In North Carolina, contractors are not the only 
entities that provide registration and titling services (see Exhibit 2), but they 
provide the majority of services. Collectively, license plate agency (LPA) 
contractors performed 68% of the 14.1 million registration and titling 
transactions in Calendar Year 2011; private contractors by themselves 
performed 64% of all transactions that year. 

                                            
1 N.C. Sess. Laws, 2011-382. 
2 N.C. Gen. Stat. § 20-36(h). 



License Plate Agencies  Report No. 2012-07 
 

 

              Page 3 of 30 

Exhibit 1 
Private Contractors 
Perform Registration and 
Titling Services in 18 
States 

 

 
Source: Program Evaluation Division based on data from the American Association of Motor 
Vehicle Administrators and phone interviews with other states. 

Exhibit 2: LPA Contractors Perform the Majority of Registration and Titling Services 

Entity Description 

Calendar Year 2011  

Locations 
Transactions 

(percentage of all 
transactions) 

License Plate Agency Contractors 

Private Customers can receive registration and titling services face to face 
at offices across the state 

109 8,982,541      
(64%) 

Local public entity Customers can receive registration and titling services face to face 
at offices across the state 

17 575,223         
(4%) 

Other Entities Performing Registration and Titling Services 

DMV state offices  2  

Registration and titling 
services 

Customers can receive registration and titling services face to face 
in Charlotte and Raleigh 

 342,595         
(2%) 

Specialized services Customers can receive specialized services (e.g., instant title, error 
correction correspondence letters, issuance of certain specialty 
plates) face to face in Charlotte and Raleigh 

 88,651         
(<1%) 

For-hire/International 
Registration Plan services 

Customers can receive registration for commercial vehicles face to 
face in Charlotte and Raleigh 

 106,746         
(<1%) 

DMV headquarters Customers can receive a variety of services, some of which are 
available at license plate agencies and some of which are not 

 948,044         
(7%) 

DMV online Customers can renew their registration online  1,650,098     
(12%) 

DMV mail-in Customers can renew their registration by mailing in a registration 
renewal card 

 878,540         
(6%) 

Online dealers After customers purchase a vehicle, online dealers can submit 
registration and title work through one of two online vendors 

445 612,622         
(4%) 

Total Transactions   14,185,060 

Note: Data in this table do not match data in Exhibit 5 because they include for-hire/International Registration Plan transactions for the 
33 contractors that provided those services in Calendar Year 2011. DMV headquarters houses administrative and service delivery 
functions including the Administrative Office; Call Center; Special Title Unit; Quality Assurance; Special License Unit; Renewals, Titles, 
and Plates Unit; Liability Insurance Unit; Dealer Plate Branch; and temporary LPAs (such as mobile units). 

Source: Program Evaluation Division based on data from the Division of Motor Vehicles. 
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DMV determines the need to establish LPAs within certain geographical 
areas based on the number of existing LPAs in a given county, the number 
of transactions processed per LPA, county vehicle population, county citizen 
population, complaints due to service or lack thereof, and ability to sustain 
the business model. As of January 2012, there were 118 LPA contractors 
spread across North Carolina: 

 101 were operated by private contractors;3 and 

 17 were operated by local public entity contractors (i.e., chambers 
of commerce, counties, or towns).  

In addition, customers can receive registration and titling services from two 
state DMV offices in Charlotte and Raleigh. 

The fees customers pay at LPAs for registration and titling services go to 
the Highway Trust Fund, Highway Fund, or local school boards. DMV in turn 
pays LPA contractors for performing those services (see Exhibit 3). As 
established by statute, DMV pays contractors on a per-transaction basis: 

 $1.43 for any combination of the transactions listed in N.C. Gen. 
Stat. § 20-63(h);4 

 an additional $1.00 for certain titling transactions (see Exhibit 3);5 
and 

 an additional $1.27 for collection of the highway use tax.6 

Thus, the least LPA contractors can receive for performing services is $1.43; 
the most they can receive is $3.70. For example, an LPA contractor would 
receive $1.43 for performing a transfer of registration. An LPA contractor 
would receive $3.70 for certain titling services and collection of the 
highway use tax. 

The majority of LPAs are private contractors who need to generate a profit 
to maintain their businesses. An important source of additional revenue is 
from notary fees: most transactions must be notarized and LPAs collect fees 
directly from customers. Notary fees are set by DMV in the LPA program‘s 
Standard Operating Procedures Manual; LPA contractors receive $5 for 
one signature, $6 for two signatures, and $7 for three or more signatures.7 

                                            
3 After the Program Evaluation Division completed its analysis for this study, DMV closed one of these private contractor agencies due 
to inappropriate activities. 
4 The transactions listed in N.C. Gen. Stat. § 20-63(h) are issuance of a registration plate, registration card, registration renewal sticker, 

or certificate of title; issuance of a handicapped placard or handicapped identification card; acceptance of an application for a 
personalized registration plate; acceptance of a surrendered registration plate, registration card, or registration renewal sticker; 
cancellation of a title because the vehicle has been junked; acceptance of an application for, or issuance of, a refund for a fee or a 
tax; receipt of a civil penalty for a lapse in financial responsibility or receipt of the restoration fee; acceptance of a notice of failure to 
maintain financial responsibility for a motor vehicle; collection of civil penalties imposed for emissions violations; sale of inspection 
stickers to a licensed inspection station; collection of the highway use tax; and acceptance of a temporary lien filing. The compensation 
rate for these transactions was last raised in 2001.  
5 Session Law 2004-77 established this provision to provide an additional fee for transactions related to titling services. 
6 Collection of the highway use tax is not a stand-alone service; it occurs in combination with the issuance of a title. The compensation 
rate for collection of the highway use tax was last raised in 2001. Starting in 2013, LPAs will collect vehicle property taxes. Session 
Law 2005-294 made vehicle property taxes due at the same time registration fees are due and authorized LPAs to collect these taxes 
on behalf of counties. The amount counties will pay LPAs per transaction has not been determined. 
7 Based on N.C. Gen. Stat. § 20-42(a), state offices receive $2 for one signature, $3 for two signatures, and $4 for three or more 
signatures. 



 

 

Exhibit 3: Registration and Titling Fees and LPA Compensation 

Customer goes to license plate agency 

(LPA) contractor or state office for 

registration and titling services

There are 101 private LPA 

contractors and 17 local 

public entity LPA contractors

There are 2 state offices

Customer pays fees 

for registration and 

titling services

Certificate of title ................................................. $40 

Duplicate or corrected certificate of title ......... $15 

Repossessor certificate of title ............................ $15 

Transfer of registration ........................................ $15 

Replacement registration plates ......................... $15 

Duplicate registration card .................................. $15 

Recording supplementary lien ............................. $15 

Removing a lien from a certificate of title ........ $15 

Manufacturer or dealer certificate of title ....... $15 

Salvage certificate of title ................................... $15 

Replacement stock car racing theme plates ..... $25

Highway 

Trust Fund

Highway 

Fund

Local 

Education 

Agencies

Customer pays fees 

for notary services
             State offices

1 signature $2

2 signatures $3

3 or more signatures $4

              LPA contractors

1 signature $5

2 signatures $6

3 or more signatures $7

Penalty fees go to

Registration and handicap 

placard fees go to

Titling, highway use 

tax, and other vehicle-

related fees go to

Notary fees go to

Notary fees go to

$1.43 for any combination of the transactions 

listed in N.C. Gen. Stat. § 20-63(h)

An additional $1.00 if any of the following 

transactions were performed:

• Certificate of title 

• Duplicate or corrected certificate of title

• Repossessor certificate of title

• Recording supplementary lien 

• Removing a lien from a certificate of title

• Manufacturer or dealer certificate of title

An additional $1.27 for collection of the 

highway use tax

DMV pays LPA 

contractors on a per-

transaction basis

Per-transaction 

compensation 

goes to

N.C. LICENSE 
PLATE AGENCY

TAGS, TITLES AND NOTARY

N.C. LICENSE 
PLATE AGENCY

TAGS, TITLES AND NOTARY

N.C. LICENSE 
PLATE AGENCY

TAGS, TITLES AND NOTARY

 

Source: Program Evaluation Division based on N.C. Gen. Stat. §§ 20-42, 20-63, and 20-85 and the LPA Standard Operating Procedures 
Manual.
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To generate additional revenue, some private contractors offer bill-pay 
services (e.g., Western Union) or sell merchandise (e.g., license plate covers 
and vanity plates). DMV allows LPAs that process fewer than 25,000 
transactions a year to operate in conjunction with another business if the 
other business does not constitute a conflict of interest or does not have an 
adverse effect on the operation of the LPA.8  

In Calendar Year 2011, the total state cost for the LPA program was 
$22.3 million (see Exhibit 4). The State paid LPAs that were operated by 
private contractors and local public entities a total of $15.2 million and 
spent $1.8 million on operations at the two state offices. DMV‘s oversight 
of the entire program, its technical support for LPAs, and the computer 
equipment it provided for LPAs on indefinite contracts cost $5.3 million. 

Exhibit 4: State Costs for the LPA Program in Calendar Year 2011 

Compensation to 

contractors

$15,211,600 

(68%)

State offices

 $1,842,646

(8%)

Total cost =  $22,342,100

Compensation 

to private 

contractors

$14,313,608 

(94%)

Compensation  

to local public 

entity contractors

 $897,992 

(6%)

Oversight

$3,511,268 

(66%)

Indirect cost

$5,287,853 

(24%)

Technical support

$1,312,900 

(25%)

Equipment cost

 $463,685

(9%)

 
Source: Program Evaluation Division based on data from the Division of Motor Vehicles. 

All LPA contractors have contracts with DMV that define terms of service. 
However, there are two different types of contracts: two-thirds of LPAs 
have contracts with automatic renewal year to year with no express date 
for termination, and one third have three-year contracts with two one-year 
automatic extensions. When the LPA program started in 1961, LPA 
contracts were ―perpetual‖ and had no duration term. DMV incorporated 
duration terms into new LPA contracts starting in 2007, and in 2010 DMV 
sought the legal advice of the Attorney General to determine if it could 
cancel the perpetual contracts ―at will.‖9 Staff at the Attorney General‘s 
office determined the LPA contracts were not ―perpetual‖ but rather 
―indefinite,‖ and therefore DMV could cancel them within a reasonable 
time and upon reasonable notice. However, the General Assembly 
prohibited the Commissioner of Motor Vehicles from cancelling or 
amending any LPA contracts for any reason other than malfeasance, 

                                            
8 Agencies that opened prior to June 1, 2008, can operate in conjunction with another business if they process fewer than 50,000 
transactions a year. 
9 DMV requested an official opinion from the Attorney General in February 2012, and the opinion had not been issued by the time this 
report was released. 
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misfeasance, or nonfeasance until the Program Evaluation Division‘s 
recommendations for this study are acted upon by the Joint Legislative 
Program Evaluation Oversight Committee.10 

 
 

Findings  Finding 1. Contracting with license plate agencies is a cost-efficient 
way for the State to provide vehicle registration and titling services. 

To determine if contracting is a cost-efficient way to deliver registration 
and titling services, the Program Evaluation Division compared the cost to 
the State per transaction for private contractors, local public entity 
contractors, and the two state offices.11 As shown in Exhibit 5, the State 
paid on average less for each transaction performed by private 
contractors and local public entity contractors than for each transaction 
performed by state offices in Calendar Year 2011.12 

Exhibit 5: Private Contractors Had the Lowest Costs per Transaction in Calendar Year 2011  

Entity 

Total State 
Compensation for 

Contractors / 
Total Operating 
Cost for State 

Offices 

Total State 
Computer 
Equipment 

Cost 

Total State Oversight 
and Technical 
Support Cost 

Total State Cost 
Total 

Transactions 

Average 
State Cost per 
Transaction 

Private contractors                
(n = 109) 

$     14,313,608 $ 363,019 $   4,376,721 $ 19,053,349 8,976,123 $   2.12 

Local public entity 
contractors (n = 17) 

$       897,992 $ 10,584 $   280,399 $ 1,188,975 575,064 $   2.07 

State offices                         
(n = 2) 

$  1,842,646 $ 90,083 $   167,048 $ 2,099,777 342,595 $   6.13 

Note: Data in this table do not match the contractor data in Exhibit 2 because they exclude for-hire/International Registration Plan 
transactions. Eight of the private contractors that were in operation in Calendar Year 2011 were no longer in operation as of January 
2012. Total State Computer Equipment Cost for contractors was calculated by distributing the State‘s cost for supplying computer 
equipment to LPAs on indefinite contracts in proportion to the number of terminals they have. Total State Oversight and Technical 
Support Cost was calculated by distributing the State‘s costs for LPA program oversight and technical support among the three entities 
in proportion to the number of transactions they performed. 

Source: Program Evaluation Division based on data from the Division of Motor Vehicles. 

The operating costs per transaction at the state offices was $6.13 in 
Calendar Year 2011 (see Exhibit 5). The Program Evaluation Division 
surveyed LPA contractors to collect their 2011 operating costs; the survey 

                                            
10 Malfeasance is the doing of a wrongful or unlawful act, misfeasance is the doing of a proper act in a wrongful or injurious manner, 
and nonfeasance is the failure to perform a required duty or obligation. 
11 The Program Evaluation Division excluded from this analysis the 88,651 specialized services (e.g., instant title, error correction 
correspondence letters, and issuance of certain specialty plates) that were performed exclusively at the two state offices in Calendar 
Year 2011. In addition, for-hire/International Registration Plan transactions were excluded from this analysis because the two state 
offices provided 85% of these services, whereas the remaining 15% were provided by the 33 contractors who offered these services in 
Calendar Year 2011. Because these services may have been bundled with other services for which contractors receive a flat rate of 
compensation, the Program Evaluation Division could not exclude the compensation contractors may have received for for-
hire/International Registration Plan transactions.  
12 In 2001, the North Carolina Department of Transportation‘s Productivity Services Section determined it takes LPAs 2.33 minutes to 
complete registration transactions, 4.81 minutes to complete titling transactions, and 2.61 minutes to complete customer service 
transactions. The Program Evaluation Division found private contractors, local public entity contractors, and state offices performed 
similar proportions of each type of transaction, ranging from 68% to 78% for registration transactions, 15% to 23% for titling 
transactions, and 6% to 9% for customer service transactions in Calendar Year 2011. 
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yielded a response rate of 82%.13 Based on survey responses, private 
contractors had an average operating cost per transaction of $1.41.14 
Subtracting the average operating costs per transaction from the average 
compensation from the State per transaction ($1.59) revealed that private 
contractors made, on average, 18 cents profit on each transaction in 
Calendar Year 2011 (this amount does not include revenue from notary 
fees associated with those transactions). Local public entity contractors had 
an average operating cost per transaction of $2.37.15 

Staff size and salaries drive the operating costs of the state offices. 
Personnel costs typically make up the majority of a business‘s operating 
costs. The Program Evaluation Division‘s survey asked LPAs to report the 
number of full- and part-time positions they had in Calendar Year 2011.16 
As shown in Exhibit 6, private contractors averaged 0.44 staff per 10,000 
transactions, local public entity contractors averaged 0.63 staff per 
10,000 transactions, and the two state offices averaged 1.17 staff per 
10,000 transactions.17 Therefore, state offices had more than twice as 
many staff performing the same number of transactions as private 
contractors.  

In addition to having more employees, state offices only employ full-time 
positions (with benefits), whereas private contractors are able to employ 
part-time staff. In Calendar Year 2011, 94% of the operating costs of 
state offices were personnel costs (including salaries and benefits). Higher 
salaries might be justified if those employees provided a higher level of 
service. To test this possibility, the Program Evaluation Division intended to 
compare the transaction error rate across the three groups to determine if 
employees at state offices made fewer errors than employees who worked 
for private contractors or local public entity contractors. However, because 
there are only two state offices and because 100% of the transactions at 
the Charlotte office received a quality check in Calendar Year 2011, as 
opposed to 20% to 25% of transactions at the Raleigh office and at LPA 
contractors, the error rates for the three groups could not be compared for 
statistical differences. 

                                            
13 The Program Evaluation Division had to rely on contractors to report their own operating costs because as private businesses their 
financial records are not public. The operating costs provided by contractors were reduced by the percentage of time they reported 
having spent on for-hire/International Registration Plan services. The adjusted operating costs for contractors ranged from $5,000 for 
an agency that performed 16,500 transactions to $393,000 for an agency that performed 197,280 transactions in Calendar Year 
2011. 
14 The 83 private contractors who responded to the survey reported $10,433,079 in total operating costs and completed 7,422,926 
total transactions. When the Program Evaluation Division looked only at the eight contractors that performed a similar number of annual 
transactions as the state offices (i.e., over 150,000), their average operating cost per transaction was $1.53. 
15 The 11 local public entity contractors that responded to the survey reported $939,716 in total operating costs and completed 
397,143 total transactions. 
16 The Program Evaluation Division assumed two part-time positions equaled one full-time position. 
17 The positions provided by contractors were reduced by the percentage of time they reported having spent on for-hire/International 
Registration Plan services. 
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Exhibit 6 
State Offices Had More 
Than Twice as Many Staff 
per 10,000 Transactions 
as Private Contractors in 
Calendar Year 2011 

 

 

Source: Program Evaluation Division based on data from a survey of LPAs and from the 
Division of Motor Vehicles. 

Thus, contractors offer a cost-efficient way for the State to deliver 
registration and titling services. They cost the State less on a per-
transaction basis, and they had lower operating costs than state offices. 
The higher costs of state offices result from their staff size and 
compensation. In an interview with the Program Evaluation Division, the 
Commissioner of Motor Vehicles agreed that state government could not 
afford to replace private contractors with government offices.  

In light of the considerable difference in cost per transaction between 
contractors and state offices, this finding raises the question of whether 
state offices should continue providing registration and titling services. The 
Program Evaluation Division estimates the State could save up to $1.3 
million annually if the registration and titling services currently provided at 
state offices were transferred to LPA contractors (see Exhibit 7). This figure 
is based on the difference between the total operating costs of the state 
offices in Calendar Year 2011 and the cost to the State had the state 
office transactions been performed by private contractors. This difference 
was reduced by the amount the two state offices collected in notary fees in 
Calendar Year 2011 because those fees would no longer be available to 
the State. 
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Exhibit 7 
Potential Cost Savings 
from Outsourcing Vehicle 
Registration and Titling 
Services Performed at 
State Offices 

 
 

Source Costs 

State office operating and equipment costs  $       1,932,729 

Compensation to potential contractors  

($1.59 per transaction for 342,595 transactions) 
$               (544,726) 

Difference (potential savings from outsourcing) $             1,388,003 

  

Adjustment for loss of notary fee revenue to the State $                 (119,186) 

Total Net Cost Savings  $        1,268,817 

Source: Program Evaluation Division based on data from the Division of Motor 
Vehicles. 

 

Finding 2. Although the of Division of Motor Vehicles has mechanisms 
in place to provide guidance and accountability, lack of coordination 
and poor communication hinder oversight of license plate agencies.   

As shown in Exhibit 8, a range of Division of Motor Vehicles (DMV) 
mechanisms provide license plate agency (LPA) operational guidance, 
accountability, or both (see the Appendix for a complete description). 
Together, these mechanisms are intended to assure LPAs adhere to 
operational requirements, deliver services accurately and effectively, and 
do not commit fraud. They provide answers to the question, ―How well are 
LPAs performing?‖ Clearly, they are critical to assuring compliance and 
good service: oversight and accountability practices have resulted in nine 
LPA closures since 2009 for contract violations (i.e., criminal misconduct and 
fraud). However, the question, ―How well is DMV performing?‖ in providing 
oversight and guidance is not asked. Evaluation data indicated DMV 
administrators do not focus on improving the LPA program and rely on 
processes that react to problems rather than working with LPAs to improve 
overall performance. Interviews and surveys also revealed a lack of 
coordination among oversight mechanisms, creating a disjointed oversight 
structure.   



 

 

Exhibit 8: Accountability and Guidance Mechanisms Provide LPA Oversight 

License plate agency 

contractors and 

state offices

Fiscal Section

Purpose: Track daily bank 

deposits of LPAs for 

timeliness and accuracy

Field Supervision

Purpose: Conduct on-site 

audits at each LPA every 

30 to 45 days to monitor 

inventory, records, deposits, 

procedures, and the facility 

to assure compliance with 

the SOP; provide guidance 

to LPAs

Division of Motor Vehicles (DMV)
Vehicle Services Section

Purpose: Oversee license plate agencies that provide registration 

and titling services  

Field Operations Support

DMV provides license plate agencies (LPAs) 

with several documents that inform vehicle 

titling and registration services

Help Desk

Purpose: Field operational 

questions from LPAs, mostly 

about processes and 

entering information into 

STARS

Training

Purpose: Provide initial    

three-week training to all 

LPAs that covers policies, 

procedures, and STARS; 

provide remedial training to 

LPAs that exceed twice the 

statewide error rate for 

four consecutive months or 

receive two or more 

justified customer complaints 

in a six-month period

North Carolina 

Department of Transportation

Quality Assurance

Purpose: Audit 20% to 25% 

of transactions for errors

Contracts establish 

operational guidelines as 

defined in the SOP and 

provide the basis for 

cancellation

Title Manual provides 

comprehensive descriptive 

information on registration 

and titling services

Standard Operating 

Procedures (SOP) Manual 

defines day-to-day 

operational and compliance 

requirements for all LPAs

Emails and Memos convey 

changes to procedures, 

manuals, forms, and fees; 

clarify policies; and make 

announcements

Accountability and 

monitoring

Operational guidance 

and technical support

 
Note: STARS stands for the State Titling and Registration System. 

Source: Program Evaluation Division based on data from the Division of Motor Vehicles.  
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DMV administrators do not think of the LPA program as a program 
per se. The fundamental problem is that current DMV accountability 
mechanisms focus on the parts (contractor compliance and performance) 
and not on the whole (DMV‘s performance in supporting and improving the 
program). Several problems identified in this evaluation stem from this lack 
of overall programmatic focus. Although DMV has established clear 
requirements for LPAs, it takes a punitive approach to dealing with each 
transgression (e.g., charging LPAs for missing or damaged inventory, listing 
LPAs with high transaction errors on a published report) and not a quality 
improvement approach for the whole program (e.g., coordinating oversight 
mechanisms, improving communications for improved LPA performance, 
tracking outputs and outcomes to reflect on overall program performance).  

Without a focus on program improvement, the Program Evaluation Division 
was not surprised to find there are no overall LPA program performance 
measures or a program model to guide improvements to the overall 
program. As suggested in previous Program Evaluation Division reports, 
logic models are tools that link program goals, activities, outputs, and 
outcomes in a way that helps define and describe how programs work and 
how they should be held accountable.18 The LPA program‘s effectiveness 
could be improved by adopting this approach.  

A logic model lays the foundation for program planning and 
improvement through performance measurement. The Program 
Evaluation Division created a logic model to demonstrate how this 
approach could be applied to the LPA program, shown in Exhibit 9. 
Program administrators provided the goal statement, which appears in the 
top tier of the model. The middle tier describes operations at the overall 
LPA program level, and the bottom tier describes operations at the 
individual LPA level. DMV practices are generally well defined for the 
bottom tier of the model. The middle tier, however, is based on the 
Program Evaluation Division‘s concept of how the overall program might be 
described, which outputs might capture activities, and which outcomes could 
be used to measure program performance and improvement. The following 
descriptions correspond to each column in the middle tier of the logic 
model. 

 Inputs consist of resources available to operate the LPA program, 
including funding, staffing from other DMV sections that support the 
program (such as Quality Assurance and Field Operations Support), 
and infrastructure (such as the State Titling and Registration 
System).  

 Activities describe what the program currently does to achieve the 
overarching goal, including issuing and monitoring contracts, 
providing LPA employee training, keeping manuals up to date, 
communicating effectively with LPAs about policy changes and best 
practices, operating the Help Desk, monitoring transaction quality, 
conducting site audits, and monitoring customer satisfaction.

                                            
18 Program Evaluation Division. (2011, October). Programs for children, youth, and families need a guiding framework for accountability 
and funding. Report to the Joint Legislative Program Evaluation Oversight Committee. Raleigh, NC: General Assembly. Program 
Evaluation Division. (2010, April). High school graduation project requirement should remain a local school district decision. Report to the 
Joint Legislative Program Evaluation Oversight Committee. Raleigh, NC: General Assembly. 



 

 

Exhibit 9: Program Logic Model for the Overall LPA Program and Individual LPA Operations 

LPA Program Goal  
To deliver quality registration and titling services; furnish timely, accurate information;  

provide excellent customer service; and maintain the integrity of official vehicle registration records 
 

Overall Program Performance: DMV Oversight 

Inputs  
Resources to operate program 

 
 

 

Activities  
How goals are achieved 

 Outputs  
Direct products of activities 

 Outcomes  
Direct program benefits 

1. General Fund 

2. Central DMV staff 

3. State Titling and Registration 
System infrastructure  

 

 

 

 

 

 

 

 

1. Issue, monitor LPA contracts 

2. Provide training  

3. Update Standard Operating 
Procedures Manual, Title Manual  

4. Communicate with LPAs 

5. Operate Help Desk 

6. Monitor transaction quality 
(errors) 

7. Conduct site audits  

8. Monitor customer satisfaction 
(complaints, surveys) 

1. Number of initial and remedial 
training sessions provided, 
number of participants 

2. Log of updates and  

communications with LPAs  

3. Number of transactions 
monitored 

4. Transaction error rate 

5. Number and frequency of audits 
conducted 

6. Number of customer complaints 

1. Tests of employee knowledge pre- and 
post-training demonstrate training 
effectiveness 

2. Error rates among employees who 

attended remedial training demonstrate 
training effectiveness 

3. LPA surveys report improved 
communications between LPAs and DMV  

4. Trend in error rate improves over time 
across LPAs 

5. Customer satisfaction survey results 
improve over time 

6. Trend in customer complaints per 
transaction improves across LPAs 

 

Individual LPA Performance: LPA Operations 

Inputs  
Resources to operate LPAs 

 
 

 

Activities  
How goals are achieved 

 Outputs  
Direct products of LPA activities 

 Outcomes  
Direct benefits from LPA activities  

1. State compensation 

2. Notary fee revenue 

3. Revenue from other sources 

1. Follow contract terms  

2. Attend training 

3. Provide registration and titling 
services 

4. Provide timely, courteous service 

1. Number of employee training 
sessions attended 

2. Number of transactions per LPA 

3. Transaction error rate per LPA 

4. Number of site audit findings, 
count of damaged/missing 
inventory per LPA 

5. Number of customer complaints 

per LPA  

1. LPA employee training is current 

2. LPA error rate does not exceed 
threshold  

3. LPA site audit finding frequency is below 
threshold  

4. Customer satisfaction survey results per 
LPA improve over time 

5. Trend of customer complaints per 

transaction at each LPA improves over 
time 

Source: Program Evaluation Division based on data from the Division of Motor Vehicles.  
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 Outputs are measures, usually counts, which the LPA program could 
use to track and report on activities, such as the number of training 
sessions provided, a log of updates to the Standing Operating 
Procedures Manual and Title Manual, the number of communications 
with LPAs, the number of transactions monitored, the error rate, the 
number of audits conducted, and the number of customer complaints 
received. 

 Outcomes track program benefits that can be expected as a result 
of activities, such as training effectiveness, improved communications 
between LPAs and DMV, trends in transaction error rates, customer 
satisfaction, and the number of complaints over time.  

As shown in Exhibit 9, the model links inputs, activities, outputs, and 
outcomes and lays the groundwork for continuous quality improvement. 
Some activities, outputs, and outcomes are repeated for the overall 
program and LPA operations, but at this level they are used to reflect 
performance of the program as a whole. For example, customer 
satisfaction surveys have been conducted periodically in the past and could 
be scheduled at set intervals (for example, every two years). Surveys 
should be tailored to assess the LPA program (rather than all DMV 
services) using a representative sample so results can be generalized to the 
program as a whole and can also be used to reflect on individual LPA 
performance. 

Data collected for this evaluation indicated DMV oversight mechanisms 
(shown in Exhibit 8 and described in the Appendix) are not well 
coordinated. On the one hand, a majority of respondents to a Program 
Evaluation Division survey of LPAs and state offices (hereafter referred to 
as the LPA survey) agreed the following oversight components were 
adequate to meet their needs: LPA staff training (63%); assistance from 
field supervisors (87%); and assistance from the Help Desk (75%).19 On 
the other hand, interviews with and surveys of DMV staff and LPAs 
indicated the effectiveness of oversight components is hampered by a lack 
of coordination among them. In response to a Program Evaluation Division 
survey of field supervisors, one commented that each DMV oversight 
section has its own direction and agenda, and the lack of coordination 
among them rendered the organization inefficient.   

The following examples demonstrate the lack of coordination. 

 Although the Quality Assurance Section and field supervisors share 
information, formal collaborations among the DMV oversight 
sections that could promote overall program improvement are not in 
place.  

 The Quality Assurance Section tracks errors for each LPA and sends 
them to field supervisors for follow-up, but the section does not 
compile a master list of the most common errors to share with 
training staff and field supervisors. This process could help LPAs 
improve performance by raising awareness. 

                                            
19 The survey response rate was 82%.  
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 Calls and problems reported to the Help Desk are not formally 
tracked, so there is no opportunity to draw ―lessons learned‖; a 
―Helpful Hints‖ section in the Title Manual reflects questions to the 
Help Desk, but a freestanding, formal mechanism would focus the 
program on quality improvement.20   

This evaluation found evidence of friction and communication problems 
between DMV and LPAs. Results from the Program Evaluation Division LPA 
survey indicated friction between DMV and LPAs. When rating whether 
they believed their interests were supported by DMV, only 15% of survey 
respondents believed the Commissioner supported them and 26% believed 
the DMV Vehicle Services Section had their interests in mind (the remainder 
either disagreed with the statements or were neutral). One field supervisor 
suggested LPAs might believe DMV does not support them because agency 
administrators are focusing more on enforcing program policies. In a memo 
provided to the Program Evaluation Division, the North Carolina Association 
of Motor Vehicle Registration Contractors, Inc. (the Association) made a 
much stronger statement and began with an unequivocal assertion about 
the hostility of current DMV management toward LPAs.21 

When asked about communications between DMV and LPAs, LPA responses 
were mixed. Fewer than half (44%) of survey respondents agreed that 
DMV communications were clear and consistent, but more than half (56%) 
agreed that DMV responded to inquiries in a timely manner. Here, too, the 
Association‘s memo went beyond evaluation findings, when it claimed LPAs 
were confused about which DMV communications took precedence over 
others and stated DMV did not provide timely or uniform responses to LPA 
questions.  

One strategy to reduce tension and improve communications would be to 
establish an LPA working group to provide input to DMV about 
streamlining communications and increasing coordination among oversight 
mechanisms. At present, LPAs do not have a voice at DMV, and a forum 
where they could provide constructive input to improve the LPA program 
has the potential to improve relationships and oversight.  

Information from surveys and interviews suggested communications could 
be improved by providing a secure website for LPAs to access training 
materials, manuals, DMV forms, and other guidance documents necessary 
for performing registration and titling services. It would also make it easier 
for DMV to keep communications up to date and could provide an online 
chat function to facilitate communication with the Help Desk and field 
supervisors. 

 

 

                                            
20 The present gap in using common Help Desk questions to improve overall program quality may be addressed in 2012. Field 
operations support administrators are developing an electronic call log for the Help Desk to track calls by question content and by LPA. 
This electronic log is an important step toward program quality improvement both to educate LPAs and to improve consistency in the 
answers given by Help Desk staff.  
21 Seventy-seven percent of survey respondents reported they were members of the North Carolina Association of Motor Vehicle 
Registration Contractors, Inc.  
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Finding 3. Lack of a standardized, performance-based contract for all 
license plate agency contractors limits accountability and oversight.  

At the direction of the General Assembly, the Division of Motor Vehicles 
(DMV) began contracting registration and titling services to license plate 
agencies (LPAs) in 1961. Although the contract between DMV and LPAs has 
been revised several times to reflect changes in technology, compensation 
rates, deposit requirements, and business rules to meet requirements of the 
Americans with Disabilities Act, DMV did not introduce duration terms to 
contracts until 2007. Until then, contracts provided automatic renewal year 
to year with no express date for termination. In 2007, DMV created a two-
year contract for new LPAs.22 DMV administrators realized a two-year 
term was not long enough and, in 2009, revised its contract for LPAs whose 
two-year term was expiring and for new LPAs. There are four major 
differences between the old, indefinite contract and the new, term-limited 
contract (see Exhibit 10). 

Exhibit 10 
Major Differences between 
Indefinite and Term-
Limited Contracts 

 
 

 Indefinite Contracts              
(n = 78) 

Term-Limited Contracts        
(n = 40) 

Duration Automatic renewal year to 
year with no express date for 
termination 

Three-year term with two one-
year automatic extensions 

Computer equipment Contractor is responsible for 
safeguarding computer 
equipment provided by the 
State 

Contractor must pay to lease 
computer equipment from the 
State 

Public restrooms LPA is not required to have a 
public restroom 

LPA must have a public 
restroom 

Notary fees LPA is not required to report 
fees charged and collected 

LPA is required to report fees 
charged and collected 

Source: Program Evaluation Division based on data from the Division of Motor Vehicles. 

Having two-thirds of LPAs operate under contracts with different terms 
from the other third of LPAs creates equity issues.  

 Three-year term. Term-limited contracts have a three-year term 
with two one-year automatic extensions, after which the contract 
becomes month to month. According to DMV administrators, the 
benefits of the three-year contract are modernization of business 
practices, increased accountability, incentives for excellent 
performance, and increased competition. DMV recognizes that one 
of the drawbacks of the three-year contract is that it may be too 
short for businesses to recoup their up-front investment. 

 Leased computer equipment. Term-limited contracts require LPAs 
to lease computer equipment from DMV, including a computer, 

                                            
22 When new LPAs are needed, DMV posts the opening for 45 days. DMV screens applications for necessary skills, experience, and 
financial ability and invites qualified applicants for an interview. Applicants are assessed based on their professional presentation, 
interview performance, relevant job experience, and financial ability. Once a candidate is selected, DMV conducts a background check 
and approves the site for the new agency. 
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printer, and scanner, for $68.60 per workstation per month; the 
funds are credited to a Department of Transportation revenue 
account. Requiring LPAs to lease computer equipment saves the 
State money and, according to DMV administrators, encourages the 
recruitment and retention of contractors who are committed to the 
business. If DMV were to start charging LPAs under indefinite 
contracts to lease computer equipment, their operating costs would 
increase between $68.60 and $1,029 per month, depending on 
how many workstations they have, and the State would save the 
$31,134 it spent each month in Calendar Year 2011 on equipment 
for LPAs on indefinite contracts. 

 Public restrooms. Term-limited contracts require LPAs to provide 
restroom facilities. DMV‘s rationale for requiring LPAs to have 
restrooms is longer customer wait times. According to DMV 
administrators, restroom access improves the customer experience 
and reduces customer complaints. However, a previous customer 
service survey by DMV found customers believed their wait times at 
LPAs were reasonable. If DMV were to require all LPAs to have 
public restrooms, some LPAs would have to make significant 
renovations and would have added cleaning and supply costs.  

 Notary fee collection. Term-limited contracts require LPAs to 
provide detailed accounting to DMV of all notary fees collected.23 
All contractors, regardless of contract type, have refused to 
provide DMV this information, and DMV has been unsuccessful in its 
attempts to enforce this provision of the contract due to political 
pushback. DMV administrators reported their main concern about 
LPAs not reporting notary fees is that DMV cannot protect customers 
when there is no record of what transpired. 

DMV administrators want all contractors to be on term-limited contracts. 
In 2010, DMV sought the legal advice of the Attorney General to 
determine if it could cancel the indefinite contracts. Attorney General staff 
determined indefinite contracts could be cancelled within a reasonable 
time and upon reasonable notice, but the General Assembly prohibited the 
Commissioner of Motor Vehicles from cancelling any LPA contracts, except 
in cases of malfeasance, misfeasance, or nonfeasance, until this study‘s 
recommendations are acted upon by the Joint Legislative Program 
Evaluation Oversight Committee. As of January 2012, 40 (34%) LPAs 
operated under term-limited contracts, and 78 (66%) LPAs operated under 
indefinite contracts. 

LPAs with indefinite contracts had more transaction errors and 
complaints on average than LPAs with term-limited contracts. As 
discussed in Finding 2, DMV reviews 20% to 25% of transaction 
paperwork completed by LPAs for errors. As shown in Exhibit 11, LPAs on 
indefinite contracts had more errors per LPA (mean = 55) than LPAs on 
term-limited contracts (mean = 38) in Fiscal Year 2010–11.24 DMV also 
tracks the number of complaints filed against each LPA. LPAs on indefinite 

                                            
23 Indefinite contracts require LPAs to abide by all rules and regulations set out in the Standard Operating Procedures Manual, and the 
2009 version of the manual requires LPAs to report notary fee collection. 
24 This difference was statistically significant at p<0.05. 
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contracts had more complaints per LPA (mean = 1.9) than LPAs on term-
limited contracts (mean = 1.5) in Calendar Year 2011.25 Field supervisors 
also observed they get more complaints about agencies with indefinite 
contracts. 

Exhibit 11 
LPAs on Indefinite 
Contracts Had More 
Transaction Errors Than 
LPAs on Term-Limited 
Contracts in Fiscal Year 
2010–11  

 

 
Source: Program Evaluation Division based on data from the Division of Motor Vehicles. 

Having LPAs on different contracts makes enforcing contract compliance 
more difficult. DMV administrators have observed a difference in the 
mentality of LPA contractors on three-year contracts versus those on 
indefinite contracts. According to administrators, LPAs on indefinite 
contracts ―do not take us seriously when we talk to them about errors and 
complaints,‖ and they do not believe DMV has any ―teeth‖ to cancel their 
contracts. 

The Program Evaluation Division surveyed the 11 field supervisors who 
work with LPAs to determine if they observed differences in operations 
between LPAs under the two types of contracts. Four field supervisors 
reported they did observe differences, and one commented, ―The LPAs that 
are under new (term-limited) contracts are much more friendly. They care 
more about their offices and the quailty service that they provide.‖ DMV 
staff responsible for training LPAs reported ―older contract branches feel 
they ‗know it all‘ and don‘t pay attention,‖ whereas ―newer ones know they 
have to do a good job to keep their contract so they try to do the best job 
they can.‖  

Term-limited contracts provide a greater level of accountability than 
indefinite contracts. Both the indefinite and term-limited contracts can be 
cancelled for several reasons.  

 DMV can terminate either type of contract if LPAs fail to adhere to 
contract requirements or provisions of the Standard Operating 
Procedures Manual during their probationary period, which 
amounts to the first 180 days of operation with a possible 60-day 
extension.  

                                            
25 This difference was not statistically significant. 
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 DMV can cancel either type of contract immediately upon written 
notice for ―cause,‖ which is defined similarly across both types of 
contracts. DMV has cancelled nine contracts for cause since 2009. 

 Term-limited contracts can be cancelled by either DMV or LPAs for 
any reason, with or without cause, upon 60 days written notice, 
whereas indefinite contracts can be cancelled only by LPAs under 
this provision. DMV has never cancelled a contract without cause. 

Although DMV has the power to terminate both types of contracts, term-
limited contracts provide a greater level of accountability than indefinite 
contracts because they specify the time frame for LPA performance 
assessment. LPAs on term-limited contracts have a strong incentive to meet 
DMV‘s expectations for performance because otherwise they risk losing 
their business. 

Performance-based contracts would set expectations for LPAs and give 
DMV the ability to cancel contracts for less than criminal misconduct or 
fraud. Previous reports by the Program Evaluation Division have 
recognized the value of using contracts to set the stage for performance 
because expectations are written, binding, and defined at the outset.26 
When the Program Evaluation Division asked DMV administrators what 
their expectations were of LPAs as agents for the State, administrators 
reported they expected LPAs to process timely and accurate registration 
and titling services with a focus on good customer service. DMV could hold 
LPAs accountable for meeting expectations by incorporating three 
performance measures into LPA contracts. 

 Customer satisfaction. Finding 2 discussed the need for DMV to 
conduct customer satisfaction surveys for the LPA program as a 
whole. In order to hold individual LPAs accountable for customer 
service, DMV would also need to collect customer satisfaction data 
at the LPA level and determine a threshold for acceptable 
performance. DMV could track customer satisfaction over time to 
determine if it increases or decreases.    

 Customer complaints. DMV already uses customer complaints to 
gauge LPA performance. Customers can lodge complaints by 
phone, email, mail, or in person. All complaints are referred to the 
LPA‘s field supervisor for investigation. The Standard Operating 
Procedures Manual stipulates the LPA contract may be canceled if 
two or more complaints are justified within a six-month period. 
Although both the indefinite and term-limited contracts bind LPAs to 
the Standard Operating Procedures Manual, incorporating 
performance measures directly into contracts is preferable because 
expectations are defined at the outset. In addition to holding LPAs 
accountable for justified customer complaints, DMV could track 
trends in customer complaints over time.    

                                            
26 Program Evaluation Division. (2009, November). Accountability gaps limit state oversight of $694 million in grants to non-profit 
organizations. Report to the Joint Legislative Program Evaluation Oversight Committee. Raleigh, NC: General Assembly. Program 
Evaluation Division. (2010, April). Legislative options for addressing deficiencies in state purchasing and contracting. Presentation to the 
Joint Legislative Program Evaluation Oversight Committee. Raleigh, NC: General Assembly. 
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 Transaction error rate. DMV already uses transaction error rates to 
gauge LPA performance. The Quality Assurance Section checks a 
random daily sample of 20% to 25% of transaction paperwork 
completed by LPAs. Error rates for each contractor are calculated 
each month, and DMV has set the monthly statewide error threshold 
that LPAs should be under as twice the average error rate of all 
LPA contractors. DMV explained they change their benchmark from 
month to month to accommodate variations in the volume of 
processed transactions. The Standard Operating Procedures 
Manual states DMV administrators will determine the appropriate 
measures to be taken, up to and including contract cancellation, for 
LPAs with an error rate that exceeds twice the statewide average 
for four months in a row. Thus far, DMV has taken the measure of 
requiring LPAs to close for a few days while the entire staff attends 
remedial training. A performance-based contract would refer to the 
error threshold directly rather than indirectly through the Standard 
Operating Procedures Manual.  

DMV’s fluctuating error threshold for LPA contractors is not an effective 
way to monitor LPA performance.27 The statewide monthly error 
threshold depends on the performance (or lack thereof) of other LPAs. If all 
LPAs are performing well, the error threshold is low; if not, the threshold is 
higher. In the past two fiscal years, this threshold has ranged from as low 
as 0.05% in February 2010 to as high as 0.21% in February 2011. The 
fluctuating error threshold means an LPA can exceed the threshold in one 
month and be below the threshold in another month based on the same 
number of errors (see Exhibit 12). Although LPAs can monitor their own 
performance by checking their work daily prior to submitting it to DMV or 
by reviewing a weekly error report produced by DMV, LPAs cannot gauge 
whether they are above or below the error threshold because the error 
threshold is not known until after all transactions have been processed for 
the month. An error threshold based on a fluctuating statewide average 
also means that DMV is not independently assessing the performance of 
each LPA. Whether an LPA is deemed to be above or below the threshold 
is largely dependent on the good or bad performance of other LPAs. 
Assessing LPA performance based on a fixed error threshold would 
provide a clear benchmark to monitor individual LPA performance and 
allow LPAs and DMV to monitor transactions and errors throughout the 
month. 

                                            
27 DMV already has a fixed monthly error threshold of 0.01% for its state offices. The Charlotte office exceeded this threshold each 
month in Fiscal Year 2010–11, and the Raleigh office exceeded this threshold for five months in Fiscal Year 2010–11. DMV 
administrators leave it up to the state office branch managers to decide how to address individual employee performance. 
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Exhibit 12: Same Number of Errors Can Indicate Good Performance One Month and Bad the Next 

 

Note: The example above is based on actual data for one LPA contractor. 

Source: Program Evaluation Division based on data from the Division of Motor Vehicles. 

To determine what the fixed error threshold should be, the Program 
Evaluation Division took into consideration that small LPAs exceeded the 
fluctuating error threshold more often by nature of the number of 
transactions they performed. Quality Assurance staff reported ―smaller 
branches suffer (by being) called out for a low number of errors,‖ and 
field supervisors reported that ―smaller offices feel so much pressure from 
the error rates.‖ Exhibit 13 shows how two LPAs can have the same number 
of errors, but the LPA performing fewer transactions has a higher error 
rate.  
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Exhibit 13: Small LPAs Have Higher Error Rates than Large LPAs for the Same Number of Errors 

 
Notes: The example above is based on actual data for two LPA contractors. The Program Evaluation Division defined small LPAs as 
those that perform 75,000 or fewer transactions per year and large LPAs as those that perform more than 75,000 transactions per 
year. The monthly statewide error threshold is twice the average error rate of all LPA contractors.  

Source: Program Evaluation Division based on data from the Division of Motor Vehicles. 

The Program Evaluation Division determined that LPAs performing 75,000 
or fewer transactions per year (small LPAs) exceeded the statewide 
monthly error threshold more often than LPAs performing more than 
75,000 transactions per year (large LPAs). When two fiscal years of 
monthly error rates were examined separately for the two groups, small 
LPAs had a mean monthly error rate of 0.0007 (or 0.07%) and large LPAs 
had a mean monthly error rate of 0.0004 (or 0.04%).  

Using twice the mean monthly error rates, the fixed error threshold for 
small LPAs would be 0.14% and the fixed error threshold for large LPAs 
and the state offices would be 0.08%. If these fixed error thresholds had 
been applied in Fiscal Year 2010–11, 75% of small LPAs and 73% of 
large LPAs would have exceeded the threshold at least once.28 More 
importantly from a contractor‘s perspective, 10% of small LPAs and 5% of 
large LPAs would have exceeded the threshold for four months in a row, 
requiring them to close for a few days and attend remedial training. 
Because error thresholds over the past two fiscal years have ranged from 
0.05% to 0.21%, the fixed error thresholds of 0.08% for large LPAs and 
0.14% for small LPAs would be stringent enough for DMV to hold LPAs 
accountable. 

In sum, contracting with LPAs provides a cost-efficient way for the State to 
provide vehicle registration and titling services. DMV has mechanisms in 
place to provide guidance and accountability to contractors, but its 
oversight could be improved by focusing on overall program improvement, 

                                            
28 The state office in Charlotte would have exceeded the 0.08% threshold for nine months in Fiscal Year 2010–11, and the state office 
in Raleigh would not have exceeded this threshold. 
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improved coordination of oversight mechanisms, and better communication 
between DMV and LPAs. One of the biggest challenges to contract 
oversight is that two-thirds of LPAs are operating under indefinite contracts 
while the other third are operating under term-limited contracts. The lack of 
a standardized, performance-based contract for all contractors limits 
accountability and oversight.   

 
 

Recommendations 
 Recommendation 1. The General Assembly should direct the Division of 

Motor Vehicles (DMV) to implement a standardized, performance-based 
contract for all license plate agencies (LPAs). 

As shown in Finding 3, having two-thirds of LPAs operate under contracts 
with different terms from the other third of LPAs creates equity issues and 
complicates DMV‘s oversight of the LPA program. Furthermore, the absence 
of performance measures in either type of contract has limited DMV‘s 
ability to cancel contracts for anything less than criminal misconduct or 
fraud. To address these issues, the General Assembly should direct DMV to 
adopt a standardized, performance-based contract for all LPAs. 

The contract should include the following provisions: 

 A five-year term with two one-year extensions subject to DMV’s 
approval. The current term-limited contract has a three-year term 
with two one-year automatic extensions, after which the contract 
becomes month to month. Both DMV and the North Carolina 
Association of Motor Vehicle Registration Contractors, Inc. reported 
a three-year contract may be too short for businesses to recoup 
their up-front investment in starting a business. Therefore, the 
Program Evaluation Division recommends an initial five-year term. 
Rather than providing automatic extensions and then converting to 
month to month, the contract should provide two one-year 
extensions subject to DMV‘s approval. At that time, the contract 
would be terminated, and the LPA could reapply through the 
competitive application process.  

 Contractors pay the State to lease computer equipment. The State 
provides computer equipment to LPAs on indefinite contracts, 
whereas LPAs on three-year, term-limited contract are required to 
lease computer equipment from DMV for $68.60 per workstation 
per month. For the LPA program to have a standardized contract, 
either all LPAs should pay or no LPAs should pay to lease computer 
equipment. If no LPAs pay to lease computer equipment, the annual 
costs of the LPA program to the State would increase by $125,950 
(the amount LPAs on term-limited contracts currently pay to lease 
computer equipment). If all LPAs pay to lease computer equipment, 
the State would receive an additional $290,590 annually (the 
amount LPAs on indefinite contracts would owe for computer 
equipment). To shift the costs of computer equipment from the State 
to contractors, the Program Evaluation Division recommends 
requiring that all LPAs pay to lease computer equipment. 
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 Contractors performing 75,000 or more transactions a year 
provide access to public restrooms. The current term-limited 
contract requires all LPAs, regardless of how many transactions they 
perform, to provide public restroom facilities. DMV imposed this 
requirement to improve customer satisfaction, but a previous 
customer satisfaction survey found customers believed wait times at 
LPAs were reasonable. Because wait times should be affected by 
the number of transactions that an LPA processes, the Program 
Evaluation Division recommends requiring public restroom access 
only for LPAs that process a large number of transactions, which the 
division defined as 75,000 transactions or more a year. 

 Failure to report notary fee collection is grounds for contract 
termination. The current term-limited contract requires LPAs to 
provide detailed accounting to DMV of all notary fees collected. 
However, all contractors, regardless of contract type, have refused 
to provide DMV this information. Because DMV cannot ensure LPAs 
are properly charging notary fees without LPAs reporting them, the 
Program Evaluation Division recommends making failure to report 
notary fee collection grounds for contract termination, adding it to 
the contract provision on termination for cause. In addition, the 
notary fees that are currently set by DMV in the LPA program‘s 
Standard Operating Procedures Manual should be incorporated 
into the contract. 

 Performance measures for customer satisfaction, customer 
complaints, and transaction errors. For the LPA contract to be 
performance-based, it has to include performance measures that 
LPAs must meet in order to keep their contract. The Program 
Evaluation Division recommends contracts stipulate that LPAs receive 
a satisfactory rating on an annual customer satisfaction survey 
created by DMV, do not have two or more justified customer 
complaints within a six-month period, and do not exceed the 
transaction error threshold four months in a row. Based on monthly 
error rates over two fiscal years, the Program Evaluation Division 
recommends DMV initially adopt a fixed error threshold of 0.14% 
for small LPAs (those performing 75,000 or fewer transactions per 
year) and 0.08% for large LPAs (those performing 75,000 or more 
transactions per year) and the state offices. At the end of each 
calendar year DMV should examine how discriminating the error 
threshold was based on how many LPAs exceeded it, adjust the 
error threshold if needed, and in January notify all LPAs of the next 
year‘s error threshold. DMV should also track customer satisfaction 
and complaints over time to determine if they are increasing or 
decreasing.    

 DMV provides LPAs notice of any changes to the Standard 
Operating Procedures Manual (SOP) with 60 days for LPAs to 
comment and an additional 30 days for LPAs to implement the 
change for a total of 90 days. The current term-limited contract 
binds LPAs to requirements established by the contract, the SOP, 
and any other requirements as may be mandated from time to time 
by DMV. DMV needs the flexibility to make adjustments to the SOP 
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due to changing circumstances (e.g., customers will be able to pay 
for transactions with credit cards when LPAs start collecting vehicle 
property taxes in 2013). The Program Evaluation Division 
recommends that DMV be required to provide LPAs notice of any 
changes to the SOP. LPAs should have 60 days to comment on the 
change and should have an additional 30 days to implement the 
change for a total of 90 days. The language ―any other 
requirements as may be mandated from time to time by DMV‖ 
should be removed from the contract.  

DMV should transition LPAs on indefinite contracts to the new 
standardized contract between January 1, 2013, and December 31, 
2014. Giving DMV two years to transition from indefinite contracts to 
standardized contracts would stagger the expiration dates of the new 
standardized contracts. DMV should provide LPAs on indefinite contracts 
with six months written notice that their contract will be terminated, and the 
notice should explain the requirements for the new, standardized contracts. 
Notwithstanding N.C. Gen. Stat. Chapter 143, Article 8, LPAs currently on 
indefinite contracts should automatically be offered the new standardized 
contract if they choose to and meet the requirements stipulated by the 
contract.  

DMV should transition LPAs on the current three-year term-limited 
contract to the new standardized contract at the end of their three-year 
term. The last three-year term-limited contract ends in July 2014. DMV 
should provide LPAs on three-year term-limited contracts with six months 
written notice that their contract will be terminated, and the notice should 
explain the requirements for the new, standardized contracts.29 
Notwithstanding N.C. Gen. Stat. Chapter 143, Article 8, LPAs currently on 
three-year term contracts should automatically be offered the new, 
standardized contract if they choose to and meet the requirements 
stipulated by the contract. 

 

Recommendation 2. The General Assembly should direct the Division of 
Motor Vehicles (DMV) to improve oversight and communications in the 
License Plate Agency (LPA) program.  

As shown in Finding 2, DMV‘s oversight mechanisms assure LPAs adhere to 
operational requirements, deliver services accurately and effectively, and 
do not commit fraud. However, data also indicated DMV‘s lack of attention 
to improving the LPA program as a whole, little focus on program quality 
improvement, and a high degree of tension between DMV administration 
and LPAs that together hinder the effective operations of the LPA program. 

To address these issues, the General Assembly should direct DMV to take 
the following steps.  

Improve communications with LPAs by implementing a secure website 
by July 1, 2013. Interviews and surveys indicated LPAs and DMV staff and 
administrators believe online communications would greatly improve the 
flow of information to LPAs. DMV should provide LPAs with access to a 

                                            
29 Although the three-year contracts have two one-year automatic extensions, they can be cancelled by DMV for any reason, with or 
without cause, upon 60-day written notice. 
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secure website. In addition to electronic manuals, the website should include 
all DMV forms, training forms, and other DMV documents and memos.  

Establish an internal administrative working group of representatives 
from field supervisors, Quality Assurance, and Field Operations 
Support to coordinate oversight mechanisms and focus on overall 
program quality improvement. This group should meet quarterly and be 
responsible for 

 creating a logic model for the overall program that includes 
performance measures, such as the one proposed in Exhibit 9;  

 establishing protocols for formal coordination between the 
guidance and oversight mechanisms described in the Appendix of 
this report;  

 working with the team involved in rewriting the State Titling and 
Registration System software to ensure it supports coordination and 
provides automated oversight to minimize transaction errors; and  

 receiving reports from an LPA advisory group (see below) and 
incorporating LPA feedback in its work.  

The working group should directly inform DMV policies and be responsible 
for establishing protocols that coordinate oversight and for maintaining 
focus on overall LPA program quality improvement. 

Establish an LPA advisory group and a formal mechanism for the group 
to provide feedback to DMV and improve communications between 
DMV and LPAs. This group of no more than 12 members should be 
recommended by field supervisors and approved by the Commissioner of 
Motor Vehicles to represent LPA managers by LPA size, location across the 
State, and operational longevity. The advisory group should meet 
quarterly and report to the administrative working group on current LPA 
concerns and recommended DMV actions, LPA needs regarding guidance 
and support, input into the State Titling and Registration System rewrite, 
and feedback on the functionality of the LPA website. 

 

Recommendation 3. The General Assembly should direct the Division of 
Motor Vehicles (DMV) to outsource the registration and titling services 
provided by the two state offices. 

As shown in Finding 1, private contractors are a cost-efficient way for the 
State to provide registration and titling services to North Carolinians. On 
average, the State paid $2.12 per transaction performed by private 
contractors and $2.07 per transaction performed by local public entity 
contractors in Calendar Year 2011. In contrast, the State paid $6.13 per 
transaction performed at the two state offices. 

To address this cost differential, the General Assembly should direct DMV 
to outsource the registration and titling services that are currently provided 
at state offices. Based on Calendar Year 2011 data, the Program 
Evaluation Division estimates the State could save up to $1.3 million 
annually (see Exhibit 7).  

The state offices should not be closed completely because they would still 
need to provide the majority of for-hire/International Registration Plan 
services for commercial vehicles and to provide the specialized services 
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that are currently performed exclusively by state offices (e.g., instant title, 
error correction correspondence letters, issuance of certain specialty 
plates). In Calendar Year 2011, state offices performed 106,746 for-
hire/International Registration Plan transactions and 88,651 specialized 
services. For customers that visit the state offices for either of these 
purposes, the state offices would still need to provide basic registration 
and titling services. 

Even though the state offices should not close completely, their operating 
costs could be reduced substantially. The state offices would only perform 
―inherently government activities‖ in keeping with the federal government‘s 
Office of Management and Budget Circular No. A-76 regarding 
performance of commercial activities. New LPA contractors would likely be 
needed to absorb the registration and titling transactions currently 
performed by the state offices, but the cost to the State would be fixed at 
the amount it pays contractors on a per-transaction basis.    

DMV should report its plan for implementing this recommendation, including 
a calculation of cost savings, to the Senate Appropriations Committee on 
Department of Transportation and the House Appropriations Subcommittee 
on Transportation by December 1, 2012. DMV should outsource the 
registration and titling services provided at state offices by July 1, 2013.  

 
 

Appendix 
  Appendix: License Plate Agency Guidance and Accountability Mechanisms 

  
 

Agency Response 
 A draft of this report was submitted to the Division of Motor Vehicles to 

review and respond. Its response is provided following the appendix. 
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Appendix: License Plate Agency Guidance and Accountability Mechanisms 
The Program Evaluation Division identified 11 mechanisms administered by the Department of Motor Vehicles 
(DMV) that provide accountability and guidance for license plate agencies (LPAs). The following table shows 
more detailed information to complement Exhibit 8, and the following text provides more detail about how each 
operates.  

Purpose of LPA Guidance and Accountability Mechanisms 
Mechanism Purpose Guidance Accountability 

1. Standard Operating 
Procedures Manual (SOP) 

The SOP defines day-to-day operational and compliance 
requirements for all LPAs. 

  

2. Title Manual The Title Manual provides comprehensive descriptive information on 
registration and titling services. 

  

3. Emails and memos  DMV issues emails or memos to inform LPAs about changes to 
procedures, manuals, forms, and fees; to clarify policies; and to make 
announcements. Communications may be direct to LPAs or through 
field supervisors to convey to LPAs. 

  

4. Training DMV provides an initial three-week session to all new contract 
managers and staff that covers policies, procedures, and the State 
Titling and Registration System (STARS). DMV also provides remedial 
training to LPAs that repeatedly exceed statewide error thresholds or 
receive numerous customer complaints. 

  

5. Help Desk The Help Desk fields operational questions from LPAs, mostly about 
processes and entering information into STARS.  

  

6. Contract terms Contracts establish operational guidelines as defined in the SOP and 
provide the basis for cancellation of the contract. 

  

7. Field audits Field supervisors conduct on-site audits at each LPA every 30 to 45 
days to monitor inventory, records, deposits, procedures, and the 
facility to assure compliance with the SOP; they also provide 
operational guidance to LPAs. 

  

8. Inventory reconciliation 
fees 

LPAs are required to pay for missing or damaged inventory, 
typically license plates or stickers; LPAs may charge fees to the 
employee responsible for the error. 

  

9. Customer complaints Complaints may be lodged by phone, mail, email, or in person and 
are monitored and communicated to field supervisors to pursue with 
LPAs; consequences may include remedial training or contract 
termination. 

  

10. Department of 
Transportation‘s Fiscal 
Section 

The Fiscal Section tracks daily bank deposits for timeliness and 
accuracy.   

11. Quality Assurance Section The Quality Assurance Section audits 20%–25% of transactions for 

errors. 
  

Source: Program Evaluation Division based on documents provided by the Division of Motor Vehicles and interviews with division staff.  

 

1. The Standard Operating Procedures Manual (SOP) is the key reference for operations. The 17-page 
document includes operational requirements for LPA employees and contractors, the physical office, and 
business rules. As stated on the first page, ―Strict adherence to [this manual] and to all items of the LPA 
Contract is required.‖ Updates were made in 2009. 

2. The Title Manual, at 361 pages, is a comprehensive reference guide for vehicle licensing and 
registration. Updates were made in 2011. 
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3. DMV emails and written memos alert LPAs to changes to the SOP or Title Manual and provide other 
information to LPAs such as form changes, specialty plate announcements, fee changes, or clarifications. 
DMV sends memos and bulletins as email attachments directly to contractors or to field supervisors who 
may in turn forward them to LPAs. 

4. Training is required for all new contractors and LPAs who need remedial guidance. Initial LPA training 
covers policies, procedures, and the computer system used by all LPAs, the State Titling and Registering 
System (STARS). LPAs that exceed the monthly transaction error threshold or are the subject of numerous 
customer complaints may be directed to attend remedial training to address their issues, or field 
supervisors may provide on-site remedial training.  

5. The Help Desk is not directly involved in oversight but fields questions from LPAs. Administrators reported 
most calls are about how to enter a particular transaction into STARS, and more questions are about 
processes than about how to use the computer system. Often, the content is covered in the Title Manual, 
but LPAs may call for guidance because they are concerned about making mistakes. DMV administrators 
reported they are developing an electronic call log to track questions by type and by LPA, but at present 
there is no effort to keep track of questions received by the Help Desk.   

6. Contract terms provide guidance by defining the terms under which LPAs retain their contracts. All 
contracts require adherence to the SOP. Contracts establish the most basic level of accountability because 
they define the terms by which LPAs are permitted to continue operating.  

7. Field audits are conducted by field supervisors at each LPA every 30 to 45 days. Although the main 
purpose of field audits is to ensure accountability, the 11 field supervisors can fulfill a critical role in 
providing support and guidance to LPAs by working with managers and staff to improve operations and 
help them problem-solve. Visits may take from one-half to a whole day—depending on the size of the 
LPA (as indicated by the number of transactions)—and part of that time may be spent providing 
guidance. One supervisor explained he strives to have the LPAs avoid transaction errors ―because that 
means I have trained them well.‖ He also explained, ―our job is to make sure LPAs are following the rules 
in the SOP‖ and to help them serve customers.  

Field supervisors hold LPAs accountable by inspecting facilities, equipment, and staffing for compliance; 
ensuring bank deposits are timely and correct; examining transaction error reports to verify the errors 
and determine which employees are responsible; and reconciling inventories. During the audit, each field 
supervisor completes a one-page checklist, the 520 form.30 A central purpose of these audits is to enforce 
compliance with the SOP and also to prevent fraud, which is a critical function because, as one supervisor 
noted, LPA employees can ―game the system.‖  

8. Inventory reconciliation fees enforce LPA accuracy by determining whether LPAs are responsible for 
missing or damaged items. If they are responsible, LPAs are required to reimburse DMV for the item 
(typically a license plate or registration sticker). As compared to the amount LPAs receive from DMV per 
transaction ($1.43 to $3.70), the penalty for missing inventory is high (e.g., $28 per registration 
validation sticker, $15 per passenger vehicle plate, $123 per private truck plate), which motivates LPAs 
to accurately account for their inventory. Inventory problems can be traced back to the responsible 
employee, and some LPAs charge the responsible employee for the fee.   

9. Customer complaints reflect customer satisfaction and are important because customer service is a 
central goal of the LPA program. Customer complaints may be lodged in several ways:  

 by phone to DMV (―Contact Us,‖ DMV Call Center, Commissioner‘s Hotline, or Director‘s office); 

 by mail addressed to DMV Headquarters in Charlotte and Raleigh; 

 by email to DMV ―Contact Us‖ or the Governor‘s, Legislative, or Director‘s offices; and 

 in person at DMV Headquarters in Charlotte and Raleigh or at LPAs. 

                                            
30 LPA site visits conducted by the Program Evaluation Division found that LPAs were largely in compliance with SOP specifications. 
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All correspondence related to a complaint is recorded in the LPA‘s file, and complaints are referred to 
the LPA‘s field supervisor for investigation. In 2011, 77 of 118 contractors (65%) had one or more 
complaints (1.8 complaints per LPA). DMV administrators reported to the Program Evaluation Division that 
field supervisors identified the following most frequent complaints.  

 The customer did not agree with policy, procedure, or General Statute as stated by LPA. 

 Customer service, including long wait times, rude staff, inaccurate or incomplete information, or the 
office closed for emergency or vacation. 

 Concerns about notarization, including questions about which documents had to be notarized at the 
LPA; when customers could be charged a notary fee (e.g., when title assignment was already 
notarized but customer was charged for additional notarization); having to pay notary fees 
separately by cash or check; and questions about why the notary fee was not included on the DMV 
receipt. 

Complaints are taken seriously: the LPA contract may be canceled if two or more complaints are justified 
within a six-month period. 

10. The Department of Transportation’s Fiscal Section tracks daily deposits to ensure LPAs meet the 
deadline (2:00 PM the next day) and to identify any deposit discrepancies. When fiscal issues come up, 
monitors contact the LPA program director, who either resolves the problem or refers it to the field 
supervisor to follow up. By ensuring accurate bank deposits, fiscal audits prevent LPA fraud.  

11. The Quality Assurance Section checks a random daily sample of 20% to 25% of transaction paperwork 
completed by LPAs. Documents are first electronically scanned then checked for completeness and errors 
(for new LPAs, those in operation for 90 or fewer days, 100% of transactions are reviewed). Quality 
Assurance Section administrators explained many of the errors can only be detected by visually 
examining the documents, making automation impossible. Administrators compile annual counts of the most 
frequent errors, the majority of which involve incorrect titles issued or incomplete forms. Some errors are 
considered more serious because they could create state liability (e.g., a lien on a vehicle is not 
recorded), but all errors are problems because a document with errors could be challenged in court. 

Because the Quality Assurance Section examines 20% to 25% of daily transactions, the number of errors 
identified is a fraction of errors committed among all transactions. Based on the number of errors they 
find in what they do check, Quality Assurance staff knows there are lots of errors made that are not 
caught. Even in the documents that are examined, errors may not be detected because the size of the 
Quality Assurance staff has remained constant (with 16 employees), even as the number of documents 
that comprise the random sample has increased.   
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John W. Turcotte, Director 

Program Evaluation Division 

300 North Salisbury Street, Suite 100 

Raleigh, NC   27603 

 

Dear Mr. Turcotte, 

 

Thank you for your consideration of our comments on the draft evaluation of the 

Commission Contract for the Issuance of Plates and Certificates Program. The following 

are our revised comments on the final report. 

 

Finding 1: 

 

Contracting with license plate agencies is a cost-efficient way for the State to 

provide vehicle registration and titling services.   

 

Your report states that the operating per transaction cost for the two state run offices is 

$6.13.  Given that the state would pay private contractors an average of $1.59 per 

transaction for work not performed at a state office, the state offices per transaction cost 

should be reduced by $1.59, bringing the actual per transaction cost of the state run 

offices to $4.54. 

 

Staff size and salaries drive the operating costs of the state offices. 

We agree that the staff size and salaries drive the operating costs of the state offices.  

However, state offices provide many other functions in addition to titles and registrations 

that are beyond the scope of an LPA, e.g., resolving correspondence file issues to generate 

titles as a result of LPA errors. 

 

Finding 2: 

  

Although the Division of Motor Vehicles has mechanisms in place to provide 

guidance and accountability, lack of coordination and poor communication hinder 

oversight of license plate agencies.  
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While some level of lack of coordination and poor communication has hindered DMV’s 

oversight of LPAs, we disagree that it exists to the extent described in the evaluation. 

DMV administrators focus on improving all LPAs and work with each LPA to improve 

its overall performance.  

 

DMV administrators do not think of the LPA program as a program per se. 

This is correct. The Division of Motor Vehicles operates and is responsible for the State 

Titling and Registration Program, and the LPAs are a piece of this program. The private 

contractors and state run offices are customer service delivery mechanisms in the Titling 

and Registration Program. All LPAs receive the same training and are held to the same 

standards, and all operate by the same policies, procedures and guidelines. 

 

Data collected for this evaluation indicated DMV oversight mechanisms (shown in 

Exhibit 8 and described in the Appendix) are not well coordinated. 

Eleven field supervisors provide oversight to the 126 LPAs and the two state offices that 

are listed in this report. A field supervisor could spend between four to 16 hours to 

properly audit a branch depending on the size and information that is reviewed during 

that visit. The purpose of the audit is two-fold, one to conduct an audit of the state’s 

property, which consists of inventory of plates (missing, damage, etc.), and the deposit of 

state funds and secondly, to work with the LPA to improve the overall performance. The 

findings from the audit are discussed with the contractor or manager to assist them in 

improving their business and help their employees in performing their job. DMV 

management will look at ways to better coordinate feedback from Field Supervisors, 

Quality Assurance Unit and the Help Desk. 

 

This evaluation found evidence of friction and communication problems between 

DMV and LPAs 

While we agree some friction and inadequate communication exists between DMV and 

the LPAs, we do not believe this is the case with each individual LPA. In addition, 

implementation of many of the recommendations will address both the friction and 

communication concerns of both DMV and the LPAs.    

 

 

Finding 3: 

 

Lack of a standardized, performance-based contract for all license plate agency 

contractors limits accountability and oversight. 

 

We concur with all findings for this group. 

 

Recommendation 1. The General Assembly should direct the Division of Motor 

Vehicles (DMV) to implement a standardized, performance-based contract for all 

license plate agencies (LPAs). 

 

We agree with all components of this recommendation. 
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Recommendation 2.The General Assembly should direct the Division of Motor 

Vehicles (DMV) to improve oversight and communications in the License Plate 

Agency (LPA) Program. 

 

We agree with this recommendation, but only if implemented in conjunction with 

Recommendation 1. Attempts at increased oversight and communications will be less 

effective without a standardized, performance-based, time-limited contract.  DMV is 

already planning to implement a piece of this recommendation as part of the Department 

of Transportation’s effort to establish a system of “Extranet” sites for targeted stakeholder 

groups. These are similar to Web sites, but on specific topics and accessed by a limited 

audience. DMV is piloting two of these sites. Once the initial sites are established and 

functioning well, the next site will be developed for the License Plate Agencies. 

 

Recommendation 3.The General Assembly should direct the Division of Motor 

Vehicles (DMV) to outsource the registration and titling services provided by the 

two state offices. 

 

Standard titling and registration services could be outsourced to additional contract 

license plate agencies. One concern is that the state offices, especially the Raleigh 

location, serve as test environments and model offices. The majority of process and 

procedure changes are tested at the state offices before being transitioned to the contract 

LPAs. 

 

I appreciate the opportunity to respond to this evaluation, and again thank your staff for 

their thoroughness and professionalism. Please let me know if you have any questions. 

 

Sincerely,  

 

 

 

Johanna H. Reese 

Deputy Commissioner 



 
Program Evaluation Division 

North Carolina General Assembly  
Legislative Office Building, Suite 100 

300 North Salisbury Street 
Raleigh, NC 27603-5925 

919-301-1404 
www.ncleg.net/PED 
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State Legislative Building  Legislative Office Building 
Raleigh, NC 27601   Raleigh, NC 27603 
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LPA Branch Interview Questions 

 
Subjects agreed to interview and received the questions beforehand via email. 
 
1. Please explain how you received the LPA contract. What was the process and was it open and 
transparent? 
 
 
2. Please explain the contract renewal criteria and the procedure for renewal. How much time does it 
take? Are the criteria understandable? 
 
 
3. Did the DMV explain their performance expectations and how they assess those expectations? Do you 
fully understand the expectations or do you have questions or concerns? If you have questions or 
concerns, what are they? 
 
4. What can the DMV do to improve the assessment process? Are there other performance measures 
that you believe more accurately reflect the quality of service you provide? If so, what are those 
measures and why are they more appropriate? 
 
 
5. Do you feel that the current compensation model used by DMV accurately captures the true cost of 
business? Why or why not? What would you change? 
 
 
6. How did you decide on your current location? Does the location impact your operations and 
profitability? Is your location considered accessible to everyone in your service area? 
 
 
7. Do you think all statewide LPAs should be under the same contract? 
 
 
8. One of the assessments is on transaction error rates. Explain what constitutes an error rate. Have 
there ever been situations where you have doubted your “perceived” error rates? 
 
 
9. How does your LPA maintain its customer service quality? Please give us a few examples of your 
customer service. 
 
 
10. What is your opinion of opening the LPA office on Saturdays? Have you tried this in the past? What 
was the result? 
 
 



11. Describe your turnover rate. What do you think would help decrease your turnover? 
 
 
12. What instruction have you received on the new combined property tax & licensing, Tax and Tag, that 
began last year? 
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