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Greetings from 
Financial Services: 
The focus of this issue is on 
Financial Services’ 
involvement in the work of 
the Road User Fee Task Force 
and its associated Road User 
Fee Pilot Program.  

The goal of the Task Force 
and pilot program is to 
recommend, test and evaluate 
a system for replacing 
Oregon’s existing fuel tax as a 
revenue source for the future. 
This work is critically 
important to ensure the 
continued adequacy of 
Highway Fund revenues in the 
years ahead.    

As always, we welcome your 
comments and suggestions on 
these and other financial 
issues of importance to the 
Department. Feel free to share 
this update with your staff or 
others you think might be 
interested. Please email your 
comments or suggestions for 
future issues to:  
 

dennis.strachota@odot.state.or.us 

Dennis Strachota,  
Chief Financial Officer 
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Financial Services is involved in many 
unique and unusual projects and programs. 
One of these is the Road User Fee Task 
Force and its associated Road User Fee 
Pilot Program. The goal of the pilot 
program is to evaluate and test the viability 
of mileage-based fees as a replacement for 
fuel taxes.  

Fuel taxes have been a pillar of highway 
finance for over 80 years. Revenues from 
State and Federal fuel taxes still pay for the
major share of state highway operations, 
maintenance and construction. However, 
resistance to increasing the fuel tax rate, 
combined with high fuel prices and 
consumer interest in vehicles having high 
levels of fuel economy cast doubt on 
whether the fuel tax can remain a principal
source of revenue indefinitely into the 
future.  

Financial Services’ Economics and Policy 
Analysis Unit became aware of this issue 
in the mid-1990s when the legislative 
consensus for increasing fuel taxes 
dissolved. At about this same time, the 
Transportation Research Board published 

Alternatives to Motor Fuel Taxes for 
Financing Surface Transportation
Improvements and the Oregon
Department of Energy confirmed the 
potential of hybrid-electric vehicles to 
dramatically increase fuel economy. 
While the chart below shows a leveling 
off in recent years, recent advances in 
hybrid-electric, fuel cell, and diesel 
engine technologies have the potential to 
once again dramatically increase vehicle 
fuel economy.  

By 2001, the Oregon Legislature was 
concerned enough about the viability of 
fuel taxes to pass legislation establishing
the Road User Fee Task Force through 
January 1, 2010. The Task Force’s
primary charge is to recommend a 
system for replacing fuel taxes as a 
revenue source. As the Legislature 
deliberated the bill, Financial Services 
staff initiated an economics and 
technology research project on
alternatives to fuel taxes, and
successfully applied for Federal Value 
Pricing Pilot Program funds to support 
the Task Force. Once the bill went into 
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effect, program responsibility was turned 
over to the Office of Innovative 
Partnerships and Alternative Funding. 
However, Financial Services staff has 
continued to provide the Task Force with 
analytical support, and to serve on the 
pilot program’s technical advisory 
committee.  

When the Task Force concluded mileage-
based fees were the most appropriate 
mechanism for replacing fuel taxes in 
2003, it became clear that greater 
involvement of Financial Services’ Fuels 
Tax Group would also be necessary to 
assist with mileage fee collection, 
coordination with fuel tax collection 
processes, and potentially, long-term 
phase-out of fuel taxes. Since that time, 
the Fuels Tax Group Manager has served 
on both the steering and technical 
advisory committees for the pilot 
program.  

VMTCAR 
For practical implementation of mileage 
fees, two issues needed to be resolved. 
The first is where the fee should be 
collected. A review of the options 
concluded the least expensive collection 
point would be at service stations. The 
second issue is how to avoid double 
taxation by both a fuel tax and a mileage 
fee. To address this issue, Financial 
Services staff developed the innovative 
concept of “vehicle miles traveled 
collected at retail” or VMTCAR.  

VMTCAR is an electronic system that 
links ODOT, fuel distributors and service 
stations in a manner that enables service 
stations to credit fuel taxes to mileage fee 
payers. Under this system, the Fuels Tax 
Group becomes a clearinghouse; sending 
refunds to service stations that reimburse 
more to mileage fee payers (for fuel 
taxes) than is paid in mileage fees, and 
billing stations that take in more mileage 
fee revenue than fuel taxes credited to 
mileage fee payers. Under a revenue-
neutral rate design, the amounts involved 
will usually be quite small. 

 Pilot Project 
The pilot project now underway involves 
two service stations in the Portland area 
and about 280 volunteers whose vehicles 
are equipped with special mileage-
counting equipment. The equipment 
includes a simplified GPS component 
used to determine whether mileage is (1) 
in-state or out-of-state, and (2) inside the 
Portland-area urban growth boundary 
during rush hours. No other vehicle 
location data is determined, stored, or 
transmitted.  
 
At present, mileage data is being collected 
from participants, but they are still paying 
the fuel tax instead of mileage fees. Later 
this fall, VMTCAR will be switched on, 
and researchers will be able to compare 
driver behavior under the fuel tax system 
with that under a mileage fee system.  
 
The project will also test behavioral 
response to higher fees during rush hours. 
The standard mileage fee will be 1.2¢ per 
mile. The rush hour fee will be 10¢ per 
mile, with an off-peak discount. For those 
more interested in how congestion pricing 
may be incorporated into a system of 
mileage-based fees, a discussion of the 
concept can be found under “Policy 
Notes: Area Pricing” on the Economics 
and Policy Analysis Unit webpage: 
http://www.oregon.gov/ODOT/CS/EA/ .
 
ODOT Innovation 
Oregon has a long history of innovation 
and leadership in highway finance; 
especially in areas involving highway 
user fees. Oregon was the first state to 
enact a fuel tax in 1919 and has been a 
leader in the development of the weight-
mile tax for heavy commercial vehicles. 
Even if the mileage fee system outlined 
above is not implemented, the innovations 
being tested and developed under the pilot 
program will provide decision-makers 
with additional alternatives to consider for 
decades to come.  

The Future Financing of 
Oregon’s Highways 
 
Projected increases in vehicle 
fuel efficiencies, coupled 
with a political reluctance to 
increase fuel tax rates, mean 
that the viability of fuels 
taxes as a revenue source 
may decline significantly in 
the not-too-distant future. 
This has major implications 
for future revenues, budgets 
and programs of the 
Department as well as local 
governments in Oregon, and 
makes it imperative that the 
state find and implement a 
viable replacement for the 
existing fuel tax.  

Financial Services is a 
branch of ODOT’s Central 

Services Division. 
Financial Services provides 

centralized accounting, 
financial reporting, 

payroll and benefits, 
budget development, 

economic and financial 
analysis, business planning, 

debt administration, 
cash management, the 

Oregon Transportation 
Infrastructure Bank, tax 
collection and auditing, 
revenue forecasting, tax 

policy analysis and 
cost allocation services. 

 
ODOT Financial Services 

355 Capitol Street NE 
Room 434 

Salem, OR 97301-3872 
Phone: 503-986-3900 

Fax: 503-986-3906 

Page 2 Financial Services Update September 2006

http://intranet.odot.state.or.us/fsb/ www.oregon.gov/ODOT/CS/FS 
 


