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Introduction 
Thank you for this opportunity to update you on the background and progress of the Road User 
Fee Pilot Program. 
 
Background 
The 2001 Legislature established the Road User Fee Task Force “to develop a design for revenue 
collection for Oregon’s roads and highways that will replace the current system for revenue 
collection.”  Ultimately, a replacement for the gas tax is needed due to a projected severe decline 
in the purchasing power of the gas tax in the course of the next 7 to 10 years.  The gas tax is 
steadily eroding for two reasons: 1) the gas tax does not keep pace with inflation; and 2) the fuel 
efficiency of new vehicles, especially hybrids and alternative-fuel vehicles, continues to increase, 
resulting in less gas tax paid.  Further improvement of automobile fuel efficiency has had and 
will continue to have a dramatic affect on gas tax revenues. After considering 28 different 
funding ideas, the Task Force recommended that the Department of Transportation conduct a 
pilot program to study the feasibility of replacing the gas tax with a mileage based fee collected 
at fueling stations.  The concept for testing involves electronic collection of miles driven in 
Oregon and during rush hour for wireless transmission at fueling stations where a mileage fee is 
applied and the gas tax deducted from the fuel bill.  This 12-month study, launched in March of 
last year, includes 260 volunteer participants and two service stations in Northeast and Southeast 
Portland.  The Federal Highway Administration is funding the bulk of the project with a targeted 
grant of $2.1 million over six years; Oregon’s share is $771,000. Oregon State University (OSU) 
is conducting the engineering work and Portland State University (PSU) is conducting the 
program evaluation work.  This pilot program has attracted the attention of transportation 
officials and media outlets from across the world. 
 
National and International Interest 
Transportation industry leaders and observers are closely watching the development of the Road 
User Fee Pilot Program because it is unique and the national consensus is that a replacement for 
the gas tax is necessary.  Mileage fees are not a new idea.  However, we are the first in the world 
to develop a concept that integrates with the gas tax, allows for a long phase in over time, and is 
effortless for the driver.  Just yesterday Minnesota Public Radio reported that the Governor of 
Minnesota will run a similar pilot project this year.  He and the House Transportation Finance 
Chair expressed support for a mileage fee.  Additionally, ODOT has been contacted and/or 
visited by representatives from many other states, as well as Japan, Germany, New Zealand, 
Great Britain and the European Union.  US Secretary of Transportation, Mary Peters paid our 
pilot project a visit in October and witnessed a transaction at the pump taking place.  News 
stories have been covered by major television news networks as well as The New York Times, 
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The Chicago Tribune, The Financial Times of London and hundreds of regional publications.  
One important article ran in The Bond Buyer, a daily newspaper for the public financial market.  
This article speaks favorably of a viable strategy for using mileage fees to back revenue bonds 
while maintaining strong credit during expected reductions of fuel tax revenues. 
 
The two questions we are asked most often from reporters and members of the public are: 
 
1. Would a driver’s privacy be invaded by the mileage-counting device placed in the vehicle? 

The answer is no. The mileage-counting device used in the pilot simply counts the miles by 
zone, such as "in state" or "out of state." This is necessary to prevent Oregonians from being 
charged for miles driven outside the state. No location data is stored in the device or 
elsewhere; since vehicle location data is not collected, it cannot be accessed. The only data 
collected and transmitted is the mileage, sent to the gas pump reader through a radio 
frequency that can only travel about three to four feet. 

 
2. Wouldn’t a mileage fee penalize people who drive fuel-efficient vehicles? 

Not necessarily. In fact, the mileage fee can be designed to reward and encourage the use of 
fuel-efficient vehicles by setting different rates for different types of vehicles. Studies show 
that all passenger vehicles do about the same amount of damage to the roads, however, they 
do varying amount of damage to the environment. Finding the balance between "user pays" 
for roads and taking into account environmental impact will be an issue for discussion if the 
mileage fee is considered. 

 
Project Timeline and Current Status 
The program is currently underway and will conclude in March of this year.  Afterwards we will 
begin working on our final report that will document the results of the pilot. 
 
Timeline: 

 July 2001: With the steady erosion of revenue from the state’s gas tax, the Oregon State 
Legislature creates the Road User Fee Task Force (RUFTF) to examine various 
alternatives for replacing Oregon’s gas tax as the primary source of revenues for 
repairing, maintaining, and building Oregon’s roads. 

 
 December 2001: Oregon Department of Transportation (ODOT) receives the first of three 

grants from the Federal Highway Administration’s Value Pricing Program to fund Task 
Force projects. 

 
 March 2003: RUFTF, administered by ODOT, develops the concept for a mileage-based 

fee collected at the pump. 
 

 May 2004: ODOT and Oregon State University successfully test on-board equipment that 
counts and communicates mileage so that gas stations can collect information and deduct 
the gas tax while adding the mileage-based charge. 

 
 Summer 2005: On-board equipment is manufactured and Leather’s Fuels signs a contract 

with ODOT bringing two gas stations on board to participate in the pilot program. 
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 Fall 2005: A pre-pilot test using 20 personal vehicles, including two legislators, test the 
on-board equipment to be used in the pilot program. 

 
 Winter 2006: ODOT recruits and trains 260 volunteers from Northeast and Southeast 

Portland to participate in the program for $300 per vehicle.  The two participating gas 
stations are outfitted with mileage reading technology. 

 
 Spring 2006:  Participant vehicles are equipped with mileage counting equipment. 

 
 June 2006:  Control phase begins. During this phase, participants pay the gas tax as 

normal. 
 

 November 2006:  Test phase begins.  During this phase, participants pay the mileage fee 
from an ODOT funded endowment account and receive a refund of the gas tax. 

 
 March 2007:  Program ends. 

 
 Summer 2007: Final report and evaluation complete. 

 
Lessons Learned 
The pilot program has been a success.  The equipment is working and the transactions are 
occurring at the pump.  However, we have learned two major lessons in the process: 
 
Lesson #1 No Retrofitting.  For the pilot, vehicles were retro-fitted with custom made 

devices to count mileage and communicate with the fuel pumps.  While the 
equipment works well in most cars, there have been problems with draining 
batteries and antenna placement in some vehicles.  In order for this concept to be 
successful in the “real world” we recommend that the on-board equipment be 
engineered into the vehicles by the auto manufacturers. 

 
Lesson #2 Short Range Communication.  The communication technology used to download 

the mileage reading from the vehicles to the fuel pumps is not as consistent as it 
needs to be.  We would like to look at improving this by exploring other short 
range communication methods in addition to refinement of the radio frequency 
technology that is currently being used. 

 
Next Steps 
Before Oregon’s mileage-fee concept can be implemented on a statewide or national basis, the 
following issues need to be addressed: 
• Improve the experience at the pump by a) working with an auto manufacture to develop on-

board specs, and b) improving the technology at the pump. 
• Develop standards and processes to allow for nationwide implementation 
• Develop firm cost estimates for full mileage fee implementation 
 
We would like to continue our work, build on our successes and resolve these issues; however 
additional grant funds will need to be secured in order to do so. 
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Summary 
The 2001 Legislature established the Road User Fee Task Force to develop alternatives to the 
state’s gas tax.  The Road User Fee Pilot Program is the first program in the world to test mileage 
fee collection at the pump.  This concept has attracted attention from transportation officials 
worldwide.  ODOT would like to continue refining the technology and developing its concept so 
that this or another legislature can adopt a mileage fee in the future should it wish.  This research 
is intended to provide information to help the Legislature and the world plan for the future of the 
transportation system. 
 
 
Attachments: 
The Bond Buyer, 6/16/06 
The Oregonian, 6/12/06 
Diagram: How it Works 
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