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WHAT THE MEASURE DOES:

The measure increases a number of transportation taxes and fees and applies audit requirements to the Oregon
Department of Transportation (ODOT). It expands the OReGO road usage charge program and repeals the Oregon
Transportation Commission toll program.

Detailed Summary

Section 1 — Audits: Directs the Secretary of State Audits Division to conduct biennial performance audits of the
ODOT related to capital projects and use of State Highway Fund moneys. Specifies that audit results are to be
reported to appropriate legislative committees.

Sections 2-4 - ODOT Director: Transfers appointment and removal authority of ODOT Director to the Governor
from the Oregon Transportation Commission. Specifies serving Director governed by statute as existed before
measure’s effective date.

Sections 5-6 — Continuous Improvement Advisory Committee: Modifies membership and duties of Continuous
Improvement Advisory Committee (CIAC), effective January 1, 2026. Adds requirement that CIAC report quarterly
to both Oregon Transportation Commission (OTC) and Joint Committee on Transportation (JCT) on key
performance measures, and quarterly to JCT on ways ODOT and OTC may execute their duties more efficiently.
Requires monthly CIAC meetings.

Sections 7-8 — Duties of Joint Committee on Transportation: Modifies duties of JCT related to major projects to
include review of scope, schedule, changes and budget of transportation projects costing at least $250 million,
and to review requests for project scope expansion from cities and counties on highway projects of up to $25
million with requested increase of 10 percent or requested increase of five percent on projects exceeding $25
million. Directs JCT to make recommendations regarding appropriation and funding to Joint Committee on Ways
and Means or Emergency Board, as applicable. Directs JCT to provide legislative oversight of Oregon Department
of Aviation.

Sections 9-10 — Outside Performance Audit: Requires Director of Legislative Policy and Research Office (LPRO) to
contract for performance audit of ODOT operations, including departmental management and how it addresses
recommendations from the management review conducted per Senate Bill 5550 (2025). Sunsets authority related
to performance audit January 2, 2027.

Section 11-15 — Highway Cost Allocation Study: Specifies Highway Cost Allocation Study (HCAS) must include an
examination of the most recent study period to determine the results’ accuracy. Specifies that, beginning January
1, 2030, if Legislative Assembly does not take action to achieve an equity ratio less than 1.05 between light and
heavy vehicles within 120 days of receiving the HCAS report, the Department of Administrative Services (DAS)
shall adopt rules adjusting the per-mile rates and/or fuel tax to achieve an equity ratio of 1.045, while maintaining
revenue neutrality to the extent possible; any such rule adopted shall be repealed once DAS determines that the
Legislative Assembly made the necessary adjustments to achieve equity. Directs DAS to review HCAS methodology
and provide recommendations for updates by report submitted to JCT by June 30, 2026. Sunsets authority related
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to methodology review January 2, 2027.

Sections 16-17 — Fuel Taxes: Increases the state gasoline tax from 40 cents (set there since 2024 per the third and
final step increase from House Bill 2017 (2017)) to 46 cents, effective January 1, 2026.

Section 18 — Vehicle Registration Fees: Increases vehicle registration fees as follows:
-- Passenger Vehicles from $43/year to $85/year;

-- Utility/Light Trailers from $63/year to $105/year;

-- Mopeds/Motorcycles from $44/year to $86/year;

-- Low-Speed Vehicles from $63/year to $105/year;

-- Medium-Speed Electric Vehicles from $63/year to $105/year.

Section 19 — Vehicle Title Fees: Increases title fees for passenger vehicles from $77 to $216.

Sections 20-23 — Distribution of Increased Fuel Tax, Registration Fee, and Title Fee Revenues: Specifies that
revenues from increases in taxes and fees from sections 16-19 be allocated as follows:

-- 50 percent to the Department of Transportation;

-- 30 percent to counties (of which 1.37 percent goes to small counties with fewer than

200,000 registered vehicles based on ratio of road miles maintained by each county to

registered vehicles);

-- 20 percent to cities.

Increases from $2.5 million to $3 million the annual allocation from the State Highway Fund, and from $2.5 million
to $3 million from the city share of the State Highway Fund, that is deposited annually into the Small City
Allotment.

Sections 24-25 — Transit: Increases the employee payroll tax from one-tenth of one percent to two-tenths of one
percent, effective January 1, 2026, for distribution through the Statewide Transportation Improvement Fund
(STIF). [NOTE — moneys from payroll tax increase will accrue to the Statewide Transportation Improvement Fund
created by House Bill 2017 (2017)).

Sections 26-42 — Road Usage Charge Program: Repeals the voluntary road usage charge program effective July 1,
2031. Requires enrollment of used electric vehicles (beginning July 1, 2027), new electric vehicles (beginning
January 1, 2028) and hybrid electric vehicles (effective July 1, 2028) in road usage charge program; assesses
electric and hybrid electric vehicles at five percent of the per-gallon fuel tax rate, per mile, at the time of
assessment. Sets alternative flat fee for participation in road usage charge program at $340/year. Clarifies that
vehicle rental companies may not assess on customers a surcharge that exceeds a reasonable estimate of the
company’s cost in paying the road usage charge with respect to the subject vehicle. Specifies that, for purposes of
ODOT contracting with service providers for the road usage charge, retaining of administrative costs more than 10
percent of any per-mile road usage charges collected is prohibited.

Sections 46-48 — Registration Fee Fuel Efficiency-Related Surcharges: Modifies annual registration fee surcharge
based on mile-per-gallon (MPG) rating of passenger vehicles as follows:

-- 0-19 MPG rating — retains existing $20 surcharge;

-- 20-39 MPG rating — retains existing $25 surcharge;

-- 40+ MPG rating — increases fee from $35/year to $65/year;

-- Electric Vehicles — increases fee from $115/year to $145/year.

Repeals fuel efficiency based surcharge on electric vehicles effective July 1, 2031.

Sections 49-52 — Local Government Registration Fees: Clarifies that vehicle registration fees assessed by a county
or district are not affected by exemption provided for vehicle registration surcharge under ORS 803.442.
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Section 53 — Operative Dates.
Sections 54-57 — Repeals Toll Program established by House Bill 2017 (2017).

Section 58 — Roadside Rest Areas: Increases annual July 1 allocation from State Highway Fund to Travel
Information Council for management, maintenance, improvement, and development of roadside rest areas from
$9.16 million to $12.16 million.

Sections 59-91—- Administration of Diesel Fuel Tax and Motor Carrier Regulation: Adds diesel fuel to definition of
“motor vehicle fuel” rather than a use fuel. Exempts dyed diesel from definition of motor vehicle fuel. Revises
inspection of premises and records authority of ODOT over enforcement of motor vehicle fuel taxes. Authorizes
ODOT to deny any international fuel tax agreement (IFTA) license based on reasonable grounds and eliminates
$650 maximum fee, but maintains requirement that fee not exceed the cost to Department. Revises list of
offenses for which motor carrier enforcement officers may issue citations to include two new offenses: failure to
comply with IFTA, or improper use of dyed diesel (designates both as Class A traffic violations). Establishes
circumstances under which a person may operate or maintain a motor vehicle on state highways with dyed diesel
and requirements for doing so; establishes civil penalties ODOT may impose for highway use of dyed diesel, not to
exceed the greater of $10 per gallon capacity or $1,000, plus the amount of unpaid tax. Requires valid fuel trip
permits for out-of-state vehicles not licensed under IFTA. Limits number of trip permits that may be issued to any
single vehicle to three per year, with each permit good for up to three consecutive days, and allows ODOT to set
fee rate by rule. Permits ODOT to require operator of vehicle combination to submit to inspection of the fuel
supply tank, designating violation as a Class B misdemeanor. Repeals provision allowing credit for motor fuel tax
paid against weight-mile tax assessed.

Sections 92 - 100 — Heavy Vehicle Taxes: Simplifies the number of tables based on declared combined truck
weight and sets rates for those categories. Creates new Table E for electric vehicles subject to the weight-mile tax
that are not issued an annual variance permit to operate at weight above 26,000 pounds. Revises fee levels for
the following:

- for log/pole/peeler trucks, decreases the annual fee per 100 pounds declared weight

from $11.60 to $10.50, effective July 1, 2027; increases fee from $10.50 to $10.94 for

electric vehicles, and reduces fee to $7.57 for non-electric vehicles, effective July 1,

2029;

-for dump bodies used for sand, gravel, dirt, or other bulk materials, increases the annual

fee per 100 pounds declared weight from $11.50 to $16.98, effective July 1, 2027;

increases fee from $16.98 to $17.69 for electric vehicles, and reduces fee to $12.25 for

non-electric vehicles effective July 1, 2029.

Section 101 - Captions.

Section 102 — Establishes effective date of 91 day following adjournment sine die.

FISCAL: Fiscal impact statement issued
REVENUE: Revenue Impact statement issued

ISSUES DISCUSSED:
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EFFECT OF AMENDMENT:

-2 (Rep. Helfrich): Adds section declaring state policy that funding for transportation projects and expenditures
by Department of Transportation prioritize preservation of existing highways and bridges. Sets goals of 60 percent
of highways and roads classified as good condition, and 20 percent of bridges classified as good condition.

-3 (Rep. Drazan): Replaces original measure.
- Section 1-15 — Accountability and Highway Cost Allocation Study

- Section 16-23 — Highway Funding — permits use of moneys from following sources to
repair, preserve, maintain and operate state highways: Zero-Emission
Incentive Fund, Connect Oregon Fund, Multimodal Active Transportation
Fund, Statewide Transportation Improvement Fund, Passenger Rail
Transportation Account, and Oregon Department of Transportation
Operating Fund; repeals allocation of ODOT’s share of 50/30/20 split;
repeals conditions for allocation of $15 million for maintenance.

- Section 23-26 — Repeal of Toll Program from House Bill 2017 (2017)

- Section 27-59 — Diesel Fuel Tax Administration

- Sections 60-68 — Heavy Vehicle Taxes (weight-mile and flat fees)

- Section 69 — Captions

- Section 70 — Effective 91 day following adjournment sine die

-4 (Sen. Bonham): Replaces original measure.

- Section 1 — Audits

- Section 2-4 — Government Appointment of ODOT Director

- Section 5-6 — Continuous Improvement Advisory Committee

- Sections 7-8 — Joint Transportation Committee oversight of major projects

- Section 9-10 — LPRO performance audit contract for ODOT

- Section 11-15 — Highway Cost Allocation Study

- Section 17 — Increases gasoline tax

- Section 18 — Increases vehicle registration fees

- Section 19 — Increases vehicle title fees

- Section 20 — Disbursement of gas tax and fee increases

- Section 21-23 — Small county and small city disbursement

- Section 24-25 — Increases employee payroll tax

- Section 26-45 — Electric/hybrid vehicle participation in Road Usage Charge program
- Section 46-48 — Registration surcharge for high-mileage and electric vehicles

- Section 49-53 — Local registration fee programs

- Section 54 - 57 — Repeal of Oregon Toll Program established in HB 2017 (2017)

- Section 58 — Roadside rest areas

- Section 59-91- Diesel Fuel Tax Administration

- Section 92-100 - Weight-Mile Taxes and Flat Fee Taxes

- Sections 101-107 - Tolling Generally (Prohibits OTC from acting alone, or as part of a unit
of government in assessing a toll with exception of Port of Hood River

- Section 108-109 — Reugires all bridges constructed, operated or acquired under ORS
381.085 to be operated free to the public
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- Section 110 — Repeals
- Section 111 — Captions
- Section 112 — Effective date 91 day following adjournment sine die

-5 (Sen. Bonham): Adds clause referring measure to voters for their approval or rejection at net regular general
election.

-6 (Sen. Bonham): Adds sections dealing with project labor agreements (PLAs). Revises state policy with regard to
procurements under Public Contracting Code. Allows modifications to implement preferences and policies under
certain circumstances. Prohibits contracting agencies and local contract review boards from requiring ordinance,
role, regulation, or other legislative or administrative measure that a contractor negotiate or enter into a PLA as
part f a community benefit contract, with exceptions. Provides authority to adopt rules necessary to implement
provisions.

-8 (Sen. Bonham): Adds section directing Department of Transportation and Department of Justice to conduct a
study on options available to resettle or renegotiate the final settlement agreement in Association of Oregon
Centers for Independent Living v. Oregon Department of Transportation or extend or eliminate the December 31,
2032 deadline for completion of remediation. States purpose of resettlement to be to allow ODOT to use portion
of the moneys currently slated for compliance on other maintenance duties. Directs ODOT and DOJ to submit
report by September 15, 2026, to legislative transportation committees, including recommendations as to the
maximum amount DOJ may agree to in settlement of future claims.

-9 (Sen. Bonham): Replaces original measure.

Authorizes ODOT t use any of the following to improve, repair, maintain, preserve, and operate highways in the
state: privilege tax revenues; moneys in the Zero-Emission Incentive Fund; moneys in Multimodal Active
Transportation Fund; moneys in the Passenger Rail Transportation Fund; moneys from the employee payroll tax;
moneys from the ODOT Operating Fund; and moneys in the State Highway Fund. Stipulates that footpaths and
trails may not be established under ORS 366.514 where the establishment of such paths and trails would be
contrary to public safety. Directs Environmental Quality Commission to establish provisions for making
compliance instruments within any greenhouse gas reduction program available for purchase by motor vehicle
fuel suppliers. Specifies all moneys collected will be transferred to State Highway Fund for use to improve, repair,
maintain, preserve and operate highways in this state. Takes effect on 91 day following adjournment sine die.

-10 (Sen. Bonham): Adds section prohibiting Department of Environmental Quality from implementing or
enforcing the Advanced Clean Trucks regulations as adopted by the Environmental Quality Commission.

-12 (Rep. Drazan): Replaces original measure.

Stipulates that if this measure does not take effect until after January 1, 2026, the repeal of ORS 267.302
(Restrictions on financing for districts formed under ORS 267.107) is reversed and that section is reinstated, that
sections 1 & 2 of this measure shall be operative retroactively to that date, and that all three shall continue
unaffected from January 1, 2026, to the effective date of this measure and thereafter. Adds emergency clause,
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effective on passage.

-13 (Sen. Brock Smith): Deletes statutory provisions allowing ODOT to offer opportunity to individuals to allow
personal information to be disclosed to bulk distributors solely for bulk distribution of surveys, marketing
materials, and solicitations. Stipulates that distributors that received such information from ODOT prior to
measure's effective date to resell or redisclose only in accordance with ORS 802.179 (11) and ORS 82.281 (3).

-14 (Sen. Brock Smith): Deletes sections 12 and 13, removing provisions authorizing DAS to adjust gas tax rates
and weight-mile tax rates to achieve equity between light and heavy vehicles in accordance with the Highway Cost
Allocation Study.

-17 (Rep. Fahey): Amends DAS authority to set gas tax or weight mile tax rates by only allowing DAS to lower the
tax rates, prohibiting DAS from increasing the tax rates.

-18 (Rep. Fahey): Sunsets increase in payroll tax on January 1, 2028, reverting to 0.1 percent.

BACKGROUND:

Oregon was the first state in the United States to adopt a motor vehicle fuel tax (one cent per gallon, adopted in
1919). Since that time, the fuel tax has been increased a number of times, the two most recent examples being
major transportation funding packages: House Bill 2001 (2009) increased the tax from 24 cents per gallon to 30
cents per gallon; House Bill 2017 (2017) increased it in four steps, over four biennia, to 40 cents per gallon, the
most recent increase taking effect January 1, 2024. In both cases, a significant portion of the new revenues were
used for the construction of numerous small, local improvement projects, as well as some statewide projects.
Each increase in the gasoline tax has been accompanied by commensurate increases in the state’s weight-mile tax
to ensure cost equity, which is how heavy trucks pay for the use of Oregon roads in lieu of taxes on diesel. Some
of the latter group of projects included in earlier transportation packages (including the Interstate 5 Rose Quarter
project, the Abernethy Bridge, the Interstate 205 widening and seismic project, later phases of the
Newberg-Dundee Bypass, and the Center Street Salem Bridge) remain unfunded or underfunded.

The Oregon Department of Transportation (ODOT) reported to the Joint Committee on Transportation before the
2024 session that the agency would soon be facing a critical shortfall that would degrade the Department’s ability
to carry out its mission and duties. For more than two decades, Oregon has studied the state’s reliance on the
motor fuel tax (combined with the weight-mile tax for heavy trucks) after determining it was a source of declining
efficacy, as steadily improving vehicle mileage ratings, combined with a growing percentage of electric and hybrid
vehicles, were reducing the amount of revenue taken in per vehicle mile traveled, during a time when inflation
was also increasing the cost of both labor and materials for construction and maintenance activities. ODOT
estimates that these factors, combined with past bonding of certain transportation revenues for project delivery,
lack of action to increase funding at the federal level, and some miscalculations, resulted in an estimated
departmental shortfall of nearly $1 billion per year.

LC 2 includes increases to fuel taxes, revisions to weight-mile tax tables and flat fee rates, increases to passenger
vehicle registration fees and title fees, and includes a requirement that plug-in electric and hybrid vehicles
participate in the road usage charge program. The measure also increases the statewide employee payroll tax that
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provides funding for transit services throughout the state. LC 2 also increases the annual allotment from ODOT to
the Travel Information Council for maintenance and operation of roadside rest areas, repeals the toll program
established by House Bill 2017 (2017), and treats diesel fuel as a motor fuel rather than a use fuel.
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