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Appendix E

HIGHWAY FUND REVENUE FORECAST ASSUMPTIONS

The forecast of fuel consumption is based on historical data, data from the Oregon
Economic and Revenue Forecast, and data published by certain forecasting services.
Variables influencing fuel consumption in the forecast model include:

Seasonal fluctuation factors

The change in fuel prices relative to the change in prices for all consumer purchases
Average miles per gallon of the light vehicle stock

The change in real Oregon personal income

Oregon personal income during the quarter two quarters prior to the current quarter
Current Oregon employment

The change in fuel price divided by the change in a consumer sentiment index
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The forecast above does not consider the impact of new technology vehicles (e.g.,
hybrid-electric and fuel cell vehicles) on fuel consumption. A separate forecast of new
technology vehicle sales was developed to modify the “average miles per gallon of the
light vehicle stock” variable, above. This forecast was based on; 1) a very conservative
J.D. Powers and Associates forecast, 2) some very aggressive announcements by
Toyota (November 2002) and General Motors (January 2003), and 3) the recognition
that other manufacturers will compete for these markets. The adopted forecast
developed estimates that were mid-way between the conservative forecast and the
much higher estimates of the two vehicle manufacturers.

Reductions in fuel consumption due to new technology vehicles are primarily expected
to occur among light vehicles. All other things equal, due to the requirements of Article
IX, Section 3a(3) of the Oregon Constitution, reduced Highway Fund revenue from light
vehicles will also result in reduced revenue from heavy vehicles. This reduction is
reflected in Chart 8 of the report.
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