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2040 Oklahoma Long Range Transportation Plan (LRTP). Most of these 
memos were written in 2014; all precede the writing of the 2015-2040 
Oklahoma LRTP Document and 2015-2040 Oklahoma LRTP Executive 
Summary.  
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Executive Summary were composed in Spring 2015. 
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Summary, the reader should assume that the Document and Executive 
Summary contain the most current and accurate information.  

 

 



 

 
  

 

 

 

 

 

July 2015 Revenue Forecasts and Scenarios Page i 

Table of Contents 

1 INTRODUCTION ......................................................................................................... 1-1 

2 BASELINE REVENUE FORECAST ............................................................................ 2-1 

3 FUNDING SCENARIOS .............................................................................................. 3-1 

3.1 Scenario 1:  Leveraging of Revenues through Bonding ................................... 3-1 

3.2 Scenario 2:  Replacing Lost Purchasing Power of Motor Fuel Tax Revenue .... 3-3 

3.3 Scenario 3:  Slowing Growth of Income Tax Revenue ..................................... 3-5 

4 POTENTIAL FUNDING GAP CLOSERS .................................................................... 4-1 

4.1 Example 1:  Secure Increased Percentage of Motor Vehicle Revenue ............. 4-1 

4.2 Example 2:  Increase Diesel Tax ...................................................................... 4-2 

4.3 Example 3:  Freight Fees and Taxes ................................................................ 4-3 

4.4 Example 4:  Vehicle Miles Traveled (VMT) Fee ............................................... 4-4 

4.5 Example 5:  Tolling .......................................................................................... 4-5 

5 CONCLUSION ............................................................................................................ 5-1 

 

 

 



 

 
  

 

 

 

 

 

July 2015 Revenue Forecasts and Scenarios Page ii 

 

List of Tables 

Table 3-1:  Total Revenue Baseline and Scenario 1:  Leveraging of Revenues  

through Bonding .................................................................................................... 3-1 

Table 3-2:  Total Revenue Baseline and Scenario 2:  Replacing Lost Purchasing Power  

of Motor Fuel Tax Revenue ................................................................................... 3-3 

Table 3-3:  Total Revenue Baseline and Scenario 3:  Slowing Growth  

of Income Tax Revenue ......................................................................................... 3-5 

 

 

List of Figures 

Figure 2-1:  Baseline Revenue Forecast, FY2016 through FY2040......................................... 2-3 

Figure 3-1:  Projected Annual Net Revenue Baseline and Scenario 1:  Leveraging  

of Revenues through Bonding .............................................................................. 3-2 

Figure 3-2:  Projected Annual Revenue Baseline Forecast and Scenario 2:  Replacing Lost 

Motor Fuel Tax Revenue Purchasing Power ........................................................ 3-4 

Figure 3-3:  Projected Annual Revenue Baseline Forecast and Scenario 3:  Slowing Growth of 

Income Tax Revenue ........................................................................................... 3-6 

 

 

 



 

 
  

 

 

 

 

 

July 2015  Page 1-1 

1 INTRODUCTION 

This technical memorandum sets forth the revenue forecast results for the 2015-

2040 Oklahoma Long Range Transportation Plan (LRTP).  Under this task, the 

following subtasks were completed:   

1. Developed a Baseline Revenue Forecast.  Developed a spreadsheet tool1 and 

established assumptions to model a baseline revenue forecast of the Oklahoma 

Department of Transportation’s (ODOT) transportation funding for infrastructure 

investment from FY2016 through FY2040.   

2. Developed Revenue Forecast Scenarios.  Modified the baseline revenue 

forecast assumptions in the spreadsheet tool to develop three revenue forecast 

scenarios. 

3. Explored Potential Gap Closing Revenues.  Described revenue examples that 

could potentially be utilized to help to close the gap between estimated 

transportation investment needs and anticipated revenues in Oklahoma.  Defined 

and provided an explanation of advantages, disadvantages, and implementation 

issues generally associated with examples of gap closing revenue options. 

Each subtask is described below. 

 

  

                                                
1
 The spreadsheet tool is a supplement to this technical memorandum. 
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2 BASELINE REVENUE FORECAST 

The baseline revenue forecast includes state revenues, federal funding, and local 

matching funds for surface transportation infrastructure investment over the 25-year 

forecast period of FY2016 through FY2040.  To develop the forecast, historic 

revenues and funding were documented2; and then, for each revenue and funding 

line item, growth rate assumptions for the forecast period were developed in 

collaboration with ODOT staff.   

In brief, the following funds are included in the forecast:  state and federal (FHWA) 

highway and bridge funds; state and federal (FTA) transit funds; state and federal 

highway assistance to local governments, including counties, cities, and towns; state 

transit funds to urban transit systems; state and federal funds to rural and tribal 

transit systems; state funds for passenger rail and for railroad improvements.  The 

forecast does not include the following:  locally raised transportation revenues such 

as city transit subsidies, county taxes or funds for public ports along the Arkansas 

River system; federal funding for the McClellan Arkansas River Navigation System 

(MKARNS); airport or aeronautics funding; Oklahoma Turnpike Authority funds.   

The primary revenue growth rate assumptions are described below. 

 Federal Funding.  All sources of federal funding remain at FY2014 funding 

levels, i.e., 0 percent growth in federal funding is assumed.  This assumption is 

based on the future federal transportation funding uncertainty related to solvency 

issues of the Federal Highway Trust Fund and the lack of a long-term funding act 

for surface transportation.  The most recently enacted surface transportation 

funding authorization was the Moving Ahead for Progress in the 21st Century Act 

(MAP-21) which was signed into law in July 2012 and provided funding for 

federal FY2013 and FY2014.  Most recently, Congress passed an extension 

through July 31, 2015 of surface transportation authorities that would have 

otherwise expired after September 30, 2014.  Based on the funding levels set 

forth in MAP-21, there is almost no change in the amount of highway, road and 

bridge funding directed toward states. 

 State Revenues.  State revenues are projected according to specific growth 

rates for each revenue source.  Growth rate assumptions for the primary state 

revenue sources include the following: 

                                                
2
 Historic revenues and funding sources are documented in the spreadsheet tool that is a supplement to this technical 

memorandum. 
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– Motor fuel tax revenue growth is based on the Energy Information 

Administration’s (EIA) annual projected growth rates in motor fuel 

consumption in the United States’ West South Central region which includes 

Oklahoma, Texas, Arkansas, and Louisiana.   

EIA’s forecast incorporates projected vehicle miles travelled (VMT), fuel 

efficiency, alternative fuel use, demographics, and macroeconomic factors.  

Annual growth rates are used in the forecast.  The average of those annual 

growth rates over the forecast period is -0.13 percent. 

– Income tax revenue growth through FY2018 is based on dollar amounts set 

forth in statute; and tax revenue is projected to remain at the FY2018 level 

(i.e., 0 percent growth) thereafter and through the duration of the forecast 

period.  According to dollar amounts set forth in statute, the income tax 

revenue increased 17 percent in FY2015 and will increase 14 percent in 

FY2016, 13 percent in FY2017, and 8 percent in FY2018. 

– Motor vehicle registration fee revenue growth is 0.69 percent annually based 

on the FY2004 to FY2013 compound annual growth rate (CAGR) of motor 

vehicle registrations in Oklahoma.  No change in the fee rates is assumed.   

 Deductions.  Deductions from the revenue forecast are made to account for 

required debt service payments on currently outstanding debt and an estimate of 

projected funds that will pay for non-infrastructure related costs such as the 

administration of ODOT, research, and planning.   

The baseline revenue forecast does not assume: 

 Any changes to state or federal legislation which stipulate the amount of 

revenues ODOT receives. 

 Any changes in tax rates, fee levels, or existing revenues.   

 Receipt of any new revenue sources. 

 Receipt of any proceeds from newly issued debt, general revenue appropriations 

from the State, or other special one-time funding.    

Synthesis.  As shown in Figure 2-1, over the forecast period, it is projected that 

transportation revenue and funding will total $35.62 billion in current year dollars 

which equates to $26.66 billion in inflation-adjusted dollars.  Of the total ODOT 

(inflation adjusted) revenue expected to be available, $24.239 billion is the amount 

available for ODOT bridges, highways, interchanges, and appurtenances.  The 

forecast of ODOT revenue available for Partner Owned Assets and Functions, as 

described in the Plan documents is $2.421 billion. 
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Figure 2-1:  Baseline Revenue Forecast, FY2016 through FY2040 

 

The adjustment for inflation assumes a 2 percent annual inflation factor (beginning 

with the FY 2013 base year) based on recent trends and a review of inflation factors 

used in other state long range transportation plans.  The $8.96 billion difference, or 

25.1 percent cost of inflation, is shown in Figure 1 as the blue area.  The $35.62 

billion current year dollar amount is the total blue and green area and the $26.66 

billion inflation-adjusted amount is the green area only.   

As stated previously, all sources of federal funding are assumed to remain at the 

FY2014 level for the duration of the forecast.  Figure 2-1 shows slight upticks in the 

total revenue line (top of blue area) for FY2018 and FY2026.  FY2018 is the last year 

in which Oklahoma statute provides an increase to the income tax revenue that 

ODOT receives and, following FY2018, average annual growth in state revenues is 

very small (0.01 percent).  In FY2026, all existing ODOT debt obligations are repaid 

and the baseline revenue forecast does not assume any new debt issuances. 
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current year dollars equates 
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3 FUNDING SCENARIOS 

Developing funding scenarios is a planning exercise that reviews potential alternative 

funding futures and the impact on available revenues.  The three alternative revenue 

forecast scenarios developed include: 

 Scenario 1: Leveraging of Revenues through Bonding 

 Scenario 2: Replacing Lost Purchasing Power of Motor Fuel Tax Revenue 

 Scenario 3: Slowing Growth of Income Tax Revenue 

As described below, the assumptions of the baseline revenue forecast were modified 

in the spreadsheet tool to develop each scenario. 

3.1 SCENARIO 1:  LEVERAGING OF REVENUES THROUGH 
BONDING 

Historically, ODOT has utilized bonding to leverage future revenues and advance 

capital projects.  Scenario 1, Leveraging of Revenues through Bonding, assumes 

bonds are issued between FY2017 and FY2026 in years and amounts that keep 

ODOT’s total annual debt service in line with the Department’s historical levels of 

total debt service (approximately $60 million) for the duration of the forecast period.  

The assumed bond issuances begin in FY2017, as ODOT recently defeased 

approximately $100 million in debt, reducing debt service levels on currently 

outstanding bonds.  (Table 3-1) 

Table 3-1:  Total Revenue 

Baseline and Scenario 1:  Leveraging of Revenues through Bonding 

(inflation-adjusted dollars, millions) 

Revenue Forecast 
Total Revenue 

FY2016 through FY2040 

Scenario 1:  Leveraging of Revenues 

through Bonding 
$26,690.8 M 

Baseline $26,658.9 M 

Difference $31.9 M 

 

Following these assumptions, Scenario 1 results in total bond proceeds available for 

capital projects of $950 million in current year dollars which equates to $790 million 

in inflation-adjusted dollars (assumes a 2 percent annual inflation adjustment and a 
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base year of 2013).  On average, estimated debt service costs are approximately 

$61 million annually, based on a 30-year level debt service amortization period for 

each bond issuance and a 5 percent interest rate.  The amortization period for each 

bond issuance begins the year following issuance and extends for 30 years.   

For example, the initial FY2017 issuance is amortized beginning in FY2018 through 

FY2047.  The estimated total cost of debt service on the new bond issuances 

through FY2040 is approximately $1,083.1 billion in current year dollars, which 

equates to $758 million in inflation-adjusted dollars.  Due to the cost of the debt 

service associated with Scenario 1, the total inflation-adjusted net revenue of 

Scenario 1 exceeds the 25-year baseline revenue forecast by $31.9 million.   

While Scenario 1 does not result in a significant difference in total revenues over the 

term of the forecast period, as shown in Figure 3-1, the bond issuances would 

enable ODOT to advance the availability of capital and thereby complete projects 

earlier than under a pay-as-you-go approach, and at potentially lower cost.   

Figure 3-1:  Projected Annual Net Revenue 

Baseline and Scenario 1:  Leveraging of Revenues through Bonding 

(inflation-adjusted dollars) 
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Baseline Revenue Forecast

Scenario 1: Bonding
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3.2 SCENARIO 2:  REPLACING LOST PURCHASING POWER OF 
MOTOR FUEL TAX REVENUE  

Oklahoma’s taxes on gasoline and diesel fuel are cents-per-gallon excise taxes.  

Oklahoma first levied a gas tax in 1933 and the last increase was in 1987.  The fixed 

cents-per-gallon structure of the taxes means that the purchasing power of tax 

revenues declines over time due to inflation.  To try to counteract this decline, some 

states have enacted legislation that indexes their motor fuel tax rates to inflation by 

adjusting the tax rate on an ongoing basis based on a measure of inflation such as 

the consumer price index (CPI).   

Scenario 2, Replacing Lost Purchasing Power of Motor Fuel Tax Revenue, estimates 

the projected lost purchasing power of the motor fuel tax and assumes that a new 

revenue source is implemented that would provide this level of revenue to support 

transportation infrastructure investments in Oklahoma.  Scenario 2, therefore, 

assumes the existence of additional revenues beyond what is included in the 

baseline revenue forecast which would replace the lost purchasing power of the 

motor fuel taxes.  Under this hypothetical scenario, the source of the new revenue 

could theoretically be any number or combination of new taxes or fees or increments 

to existing charges.  The new revenue source is assumed to begin generating 

revenue for ODOT in FY2017. 

Motor fuel tax revenues also are projected to decline due to reductions in 

consumption related to personal travel behavior changes and motor vehicle fuel 

efficiency improvements.  Scenario 2 does not, however, assume that new revenues 

are generated to replace declines in revenue related to consumption. 

As shown in Table 3-2, the new revenue source under Scenario 2 is estimated to 

generate an additional $835.1 million (in inflation-adjusted dollars, assumes a 2 

percent annual inflation adjustment and a base year of FY2013) over the 25-year 

baseline revenue forecast to replace the lost purchasing power of the motor fuel 

taxes.   

Table 3-2:  Total Revenue 

Baseline and Scenario 2:  Replacing Lost Purchasing Power of Motor Fuel Tax Revenue 

(inflation-adjusted dollars, millions) 

Revenue Forecast 
Total Revenue 

FY2016 through FY2040 

Scenario 2:  Replacing Lost Purchasing 

Power of Motor Fuel Tax Revenue 
$27,494.0 M 

Baseline  $26,658.9 M  

Difference $835.1 M 
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Over the duration of the 25-year forecast period, Scenario 2 consistently generates 

more annual revenue when compared to the baseline revenue forecast.  As shown in 

Figure 3-2, these revenues are assumed to begin in FY2017 and continue to 

FY2040.   

Figure 3-2:  Projected Annual Revenue 

Baseline Forecast and Scenario 2:  Replacing Lost Motor Fuel Tax  

Revenue Purchasing Power 

(inflation-adjusted dollars) 
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Baseline Revenue Forecast

Scenario 2: Replacing Lost Motor Fuel Tax Purchasing Power
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3.3 SCENARIO 3:  SLOWING GROWTH OF INCOME TAX 
REVENUE 

ODOT receives income tax revenues annually based on dollar amounts established 

in statute.  As set forth in statute, the amount allocated to the ROADS Fund for 

Highways increases in forecast years FY2016, FY2017, and FY2018 and then 

remains constant at $575 million annually to FY2040.   

Scenario 3, Slowing Growth of Income Tax Revenue, slows the ramp up of income 

tax revenue provided to ODOT for the ROADS Fund for Highways.  For this 

adjusted/slower increase to occur, the Oklahoma Legislature would need to enact 

new legislation revising current statute.  While still reaching the $575 million annual 

level, each year’s increase is one-half of what is currently required in statute, thereby 

stretching out the time horizon to reach $575 million to FY2021.  (The amount of 

income tax revenue provided to ODOT for the Public Transit Revolving Fund [$3 

million annually] and the Tourism and Passenger Rail Revolving Fund [$2 million 

annually] remains unchanged under this scenario.)    

As shown in Table 3-3, Scenario 3 generates an estimated $177.6 million (in 

inflation-adjusted dollars, assumes a 2 percent annual inflation adjustment and a 

base year of 2013) less than the 25-year baseline revenue forecast. 

Table 3-3:  Total Revenue 

Baseline and Scenario 3:  Slowing Growth of Income Tax Revenue 

(inflation-adjusted dollars, millions) 

Revenue Forecast 
Total Revenue 

FY2016 through FY2040 

Scenario 3:  Slowing Growth of 

Income Tax Revenue 
$26,481.3 M 

Baseline $26,658.9 M 

Difference ($177.6) M 
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As shown in Figure 3-3, the reduced revenue from slowing the growth of the income 

tax revenue is felt in the short term during the slower growth period until it catches up 

in FY2021. 

Figure 3-3:  Projected Annual Revenue 

Baseline Forecast and Scenario 3:  Slowing Growth of Income Tax Revenue 

(inflation-adjusted dollars) 
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Baseline Revenue Forecast

Scenario 3: Slowed Income Tax Revenue Growth
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4 POTENTIAL FUNDING GAP CLOSERS 

Over the 25-year Oklahoma LRTP forecast period, it is projected that transportation 

investment needs will exceed available state and federal funding.  For illustrative 

purposes, this section discusses the following select examples of potential additional 

revenue sources for transportation investment: 

 Example 1:  Secure Increased Percentage of Motor Vehicle Revenue  

 Example 2:  Increase Diesel Tax 

 Example 3:  Freight Fees  

 Example 4:  Vehicle Miles Traveled (VMT) Fee 

 Example 5:  Tolling 

As a preliminary review of potential revenue options, the discussion of these select 

examples is intended to facilitate brainstorming as ODOT looks to address future 

transportation investment needs.  To fully address long-term transportation 

investment costs in a financial sustainably manner, it is likely that ODOT would draw 

on a combination of increments to existing revenues, new revenue initiatives, and 

cost savings.  Detailed analysis, stakeholder vetting, and thorough discussions would 

be undertaken prior to implementation of any new revenue option.  In addition, each 

of these options would require specific legislative and potentially voter action prior to 

implementation.   

For each example of a potential additional revenue source for transportation 

investment, a description of the mechanism is provided.  The description is followed 

by an explanation of advantages, disadvantages, and implementation considerations 

generally associated with the revenue source.  In addition, for the motor vehicle 

revenue and diesel tax examples, an estimate of revenue potential is provided.   

4.1 EXAMPLE 1:  SECURE INCREASED PERCENTAGE OF 
MOTOR VEHICLE REVENUE  

The State of Oklahoma currently charges various fees and taxes on motor vehicles.  

These include charges for the registration of automobiles, farm trucks, and 

commercial vehicles, personalized license plates, house trailer licenses, rental taxes, 

bus mileage taxes, vehicle title fees, and overweight truck permits, among others.   

This example to generate additional revenues for transportation investments would 

allocate a larger percentage of the revenues collected from these charges to 

transportation.  Current fee levels and tax rates would not be increased under this 

hypothetical example.  Increasing the percentage of these revenues allocated to 

transportation investments, therefore, would result in a smaller percentage allocated 

to non-transportation uses.   
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According to the Oklahoma Tax Commission, in FY2014, approximately 30 percent 

of the motor vehicle revenue that was collected was distributed to transportation 

investments and 70 percent was distributed to non-transportation uses which 

primarily included school districts and the State’s general revenue fund.   

Estimated Revenue Potential.  Each additional 10 percent of revenue distributed to 

transportation would result in an estimated additional $1.6 billion (in inflation-adjusted 

dollars) for transportation investment over the 25-year baseline revenue forecast.  

This assumes a 0.7 percent annual growth in revenues based on the FY2004 to 

FY2013 CAGR of motor vehicle registrations in Oklahoma. 

Advantages.  Motor vehicle charges have a relationship to transportation 

infrastructure needs and are well-established as transportation funding sources.  In 

addition, the amount of revenue generated from motor vehicle charges is fairly 

substantial from relatively small fees per user. 

Disadvantages.  Motor vehicle charges generally do not vary by level of use of the 

transportation system and, therefore, they do not bear a direct relationship to the 

level of use of the system or the generation of external costs.  In addition, this 

example would not raise additional revenue overall, resulting in the diversion of 

revenue from non-transportation uses, that would then require the identification of 

alternative funding sources. 

Implementation.  Diverting an existing revenue stream rather than implementing a 

new revenue source, could lead to opposition to the diversion of revenue from the 

non-transportation uses that are currently funded from this revenue stream.  In 

addition, allocating a larger percentage of motor vehicle revenue to transportation 

investments would require state legislative action.   

4.2 EXAMPLE 2:  INCREASE DIESEL TAX 

The State of Oklahoma currently taxes gasoline at a rate of 17 cents per gallon (cpg) 

and diesel at a rate of 14 cpg.3  This example for additional transportation revenue 

would increase the state diesel tax rate by 3 cpg to 17 cpg, the same rate as 

imposed on gasoline.  The revenues derived from the 3 cpg incremental tax on 

diesel fuel could be dedicated to improving critical freight routes. 

Estimated Revenue Potential.  An additional 3 cpg tax on diesel fuel could 

generate an estimated $607 million (in inflation-adjusted dollars) over the 25-year 

baseline revenue forecast.  This estimate assumes revenue grows based on the 

EIA’s forecast of annual diesel fuel consumption in the West South Central region of 

the United States (which includes Oklahoma, Texas, Arkansas, and Louisiana).   

                                                
3
 The gasoline and diesel fuel tax rates each include a 1 cpg underground storage tank fee.   
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Advantages.  Despite the increasing use of high efficiency and alternative fuel 

vehicles and the projection that vehicle miles traveled will decline, the per gallon diesel 

tax will continue in the short- and medium-term to be a significant source of 

transportation revenue.  In addition, there is a historical basis for the tax on diesel fuel 

and it is generally accepted as an appropriate way to fund transportation investment.   

Further, by dedicating the proceeds from the 3 cpg tax increase to critical freight 

routes, the payment of the tax increment is more directly connected to the 

beneficiaries.   

Disadvantages.  The fixed cents-per-gallon structure of the tax means that the 

purchasing power of the revenues begins to decline immediately after any increase.  

In addition, as fuel efficiency and alternative fuel use increases and vehicle miles 

traveled decline, albeit at a slower rate for trucks than cars, consumption of diesel 

fuel and thereby revenues will decline. 

Implementation.  As an increment to an existing tax, the administration and 

implementation procedures are in place and increasing the tax rate would not create 

any additional administrative burden.  The revenue associated with the additional 3 

cpg tax, however, would need to be segregated to ensure its expenditure on 

designated purposes (i.e., freight routes in this example).  The separation of these 

tax revenues should be possible through the Oklahoma Tax Commissions existing 

practices.  Increasing the diesel fuel tax would require state legislative action. 

4.3 EXAMPLE 3:  FREIGHT FEES AND TAXES 

Various revenue examples that specifically target freight-related activities are 

conceivable.  Freight fee and tax examples that Oklahoma could consider include the 

following: 

 Container Fee.  A fee could be established on some or all containers that move 

through Oklahoma. 

 Freight Waybill Tax.  A sales tax could be imposed on freight shipping costs. 

 Weight and Distance Tax.  An excise tax could be imposed on either the weight 

of freight moved (a ton-based tax) or as a function of both weight and distance (a 

ton-mile tax). 

Advantages.  Freight fee and tax revenue options can generate moderate to 

significant amounts of revenue and provide a linkage between the system’s users 

with the most impact (heavy trucks) to taxes paid. 

Disadvantages.  Freight fee and tax revenue options would likely face opposition 

from trucking/rail companies and shippers.  Depending on how the fee or tax is 

structured, such options could lead to equity-related concerns. 
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Implementation.  Freight fee and tax revenue options would generally require new 

administrative and compliance protocols.  In addition, implementation would require 

state legislative action. 

4.4 EXAMPLE 4:  VEHICLE MILES TRAVELED (VMT) FEE 

A vehicle miles traveled (VMT) fee would charge drivers for the total number of miles 

traveled.  As opposed to tolls, which are facility specific and not necessarily levied 

strictly on a per-mile basis, VMT fees are based on the distance driven on a defined 

network of roadways.  The fee can be charged in a number of ways such as 

measuring odometer changes through additional on-board equipment or on-board 

global positioning satellite system equipment and wireless communication devices.  

The most prominent example of implementation to date has been in Oregon where a 

pilot program was conducted in 2012.  In 2013 the Oregon Legislature passed 

Senate Bill 810, the first legislation in the United States to establish a road usage 

charge system for transportation funding.  Oregon SB 810 authorizes the Oregon 

DOT to set up a mileage collection system for 5,000 volunteer motorists beginning 

July 1, 2015.  The Oregon DOT may assess a charge of 1.5 cents per mile for up to 

5,000 volunteer cars and light commercial vehicles and issue a gas tax refund to 

those participants.  This is not another pilot program but rather the start of an 

alternate method of generating transportation revenue from specific vehicles to pay 

for Oregon highways.  VMT fees also have been considered as an alternative to the 

fuel tax at the national level, with two Congressional commissions recommending 

long-term VMT fee implementation.  To date, however, no specific action or 

legislation has been taken to implement VMT fees at the national level.   

Advantages.  VMT fees generate a highly sustainable revenue stream as they are 

not influenced by increasing vehicle fuel efficiency or use of alternative fuels.  In 

addition, due to VMT fees’ relationship with system use and the alignment of user 

benefits with payment by users of the road network paying the mileage charges, the 

revenues are appropriate for dedication to transportation investment.  VMT pricing 

also could be set to cover the full costs of using the transportation system and 

thereby lead to more efficient use of the system or incorporate incentives to manage 

congestion, such as variable rates based on time-of-day, roadway, or a combination 

of factors.   

Disadvantages.  There are limited examples of VMT fee implementation to date, 

although other states are beginning to show more interest.  The necessary timeframe 

to implement VMT fees prevents this option from being a solution in the short term.  

Transition to a VMT system could be costly due to the need to change collection, 

enforcement, and administrative processes.   

Implementation.  There is limited real-world experience with implementation and 

enforcement of VMT fee pricing.  VMT fee implementation faces complex institutional 

and administrative challenges associated with the new technology and pricing 
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scheme although technology is rapidly advancing.  In addition, such a shift in 

emphasis from taxing fuels to taxing distance traveled will represent a major change 

to the traveling public and require public education.  Despite a universal consumer 

trend toward trading personal data for convenience, there is some concern over the 

amount of personally identifiable information that would need to be obtained during 

the process to verify a driver's mileage.  Advances in other technology for 

machine­to­machine networking could soon offer privacy solutions.  

4.5 EXAMPLE 5:  TOLLING 

There are 10 turnpikes in Oklahoma covering 606 miles and this system is 

maintained by the Oklahoma Turnpike Authority.  According to the Oklahoma 

Turnpike Authority’s 2013 Comprehensive Annual Financial Report, the tolled 

turnpike system generated $232.7 million in toll revenue in FY2013.  The Authority’s 

toll revenues are primarily expended on the turnpike system, with approximately $40 

million annually transferred to ODOT for other state transportation investments.  All 

of Oklahoma's turnpikes are controlled-access and tolls are collected through several 

methods, particular to each turnpike, involving mainline and side gate toll plazas.  

Tolls can be paid through cash or through the Pikepass transponder system. 

Oklahoma could potentially toll additional facilities—existing or new—as a means to 

generate additional revenues for transportation.  Oklahoma also could potentially toll 

its interstates; however, such authority is limited by the federal government.  The 

Federal-aid Highway Program, governed by Title 23 of the United States Code, 

offers states and/or other public entities the following programs to toll motor vehicles 

to finance interstate construction and reconstruction:4 

 Title 23 United States Code Section 129 General Tolling Program, including the 

Express Lanes Demonstration Program and the Interstate System Construction 

Toll Pilot Program  

 High Occupancy Vehicle (HOV) Facilities  

 Interstate System Reconstruction & Rehabilitation Pilot Program  

 Value Pricing Pilot (VPP) Program 

Advantages.  Tolls can raise substantial revenues but only in areas where traffic 

volumes make it cost-effective to implement.  Once established, revenues from toll 

facilities tend to be relatively stable and well-suited to re-invest in transportation.  Toll 

rates, if adjusted regularly, also can be sustainable and keep pace with inflation.  

Electronic toll collection can improve compliance enforcement and offer user benefits 

such as improved travel speeds and toll discounts.  If toll rates are set to manage 

                                                
4
 FHWA.  Toll Roads in the United States:  History and Current Policy.  

http://www.fhwa.dot.gov/policyinformation/tollpage/documents/history.pdf 

http://en.wikipedia.org/wiki/Oklahoma_Turnpike_Authority
http://en.wikipedia.org/wiki/Toll_plaza
http://www.fhwa.dot.gov/policyinformation/tollpage/documents/history.pdf
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congestion, tolling can help maximize the efficiency of the existing network.  There 

can be reasonable income equity if non-toll alternatives are viable.  Tolls establish a 

high level of user-beneficiary equity if the toll rates reflect the benefits derived by the 

user.  Additionally, tolls are paid by non-residents as well as residents of the State, 

thereby generating revenue from all beneficiaries.   

Disadvantages.  As a general rule, facility-level tolling is not a broad-based means 

for raising transportation revenues in rural areas with low traffic volumes.  In addition, 

in areas where neither transit nor non-tolled highway options are available, all 

highway users pay more and lower-income drivers are potentially disproportionately 

affected.  Tolling also can result in the possible diversion of traffic to less safe, lower-

order roads, depending on the toll rates and the location/condition of alternative 

routes.   

Further, there is a comparatively higher capital and administrative cost associated 

with toll collection than non-tolled facilities.  Tolls may have negative impacts on non-

discretionary system users, such as some freight travel or others who have minimal 

options to change the time, location, or mode of travel.   

Implementation.  In some cases, there can be significant upfront political and public 

resistance to facility-level tolling that creates substantial implementation barriers, 

particularly in cases where existing facilities are being converted to tolled facilities.  

Tolling of new facilities or expanded capacity on existing facilities tends to gain 

broader public and political support.  Oklahoma Turnpike Authority’s systems could 

likely incorporate additional facilities into enforcement and administrative practices 

with manageable incremental cost.   
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5 CONCLUSION 

The Oklahoma LRTP revenue forecast task examines the projected long-term 

transportation state and federal funding in Oklahoma.  As shown by the baseline 

revenue forecast, one of the primary sources of transportation revenue—motor fuel 

taxes—is projected to decline over time due to lost purchasing power related to 

inflation and reductions in consumption related to personal travel behavior changes 

and motor vehicle fuel efficiency improvements.  These trends exemplify the benefits 

of routinely updating long-term revenue projections.   

This examination of state and federal funding provides an opportunity for ODOT to 

ask ‘what if’ by not only looking at potential alternative revenue forecast scenarios — 

with both positive and negative revenue results — but also looking at potential new 

revenue sources.  Asking these questions and assessing potential options will help 

ODOT ensure a safe and efficient transportation system is maintained and expanded 

to meet future travel demands. 
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