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Summary
This May 5, Michigan electors will vote on one constitutional 
amendment, Proposal 15-1. If approved, the proposal would 
amend the state constitution and trigger the implementation of 
legislation that would make changes to the motor fuel tax and 
the sales and use taxes. Proposal 15-1 and the laws it would 
activate would: 
•  Increase the motor fuel tax, resulting in an increase in road 

funding. 

• Eliminate the sales tax on motor fuels.
•  Increase the rate of sales and use taxes from 6.0 percent 

to 7.0 percent to restore funding to public education, local 
governments, and the state’s General Fund, which would 
lose funding under the proposed motor fuels tax exemption. 

• Increase vehicle registration fees. 
• Provide accountability standards for the new funding.
•  Offset some losses to those most impacted by tax increases. 

Proposal 15-1 will appear on the ballot as follows:

Statewide Ballot Proposal 15-1
A PROPOSAL TO AMEND THE STATE CONSTITUTION TO INCREASE THE SALES/USE TAX FROM 6% 
TO 7% TO REPLACE AND SUPPLEMENT REDUCED REVENUE TO THE SCHOOL AID FUND AND LOCAL 
UNITS OF GOVERNMENT CAUSED BY THE ELIMINATION OF THE SALES/USE TAX ON GASOLINE 
AND DIESEL FUEL FOR VEHICLES OPERATING ON PUBLIC ROADS, AND TO GIVE EFFECT TO LAWS 
THAT PROVIDE ADDITIONAL MONEY FOR ROADS AND OTHER TRANSPORTATION PURPOSES BY 
INCREASING THE GAS TAX AND VEHICLE REGISTRATION FEES. 

The proposed constitutional amendment would:

1. Eliminate sales/use taxes on gasoline/diesel fuel for vehicles on public roads.
2. Increase portion of use tax dedicated to School Aid Fund (SAF).
3.  Expand use of SAF to community colleges and career/technical education, and prohibit use for 4-year colleges/

universities.
4. Give effect to laws, including those that:

a. Increase sales/use tax to 7% as authorized by constitutional amendment.
b.		Increase	gasoline/diesel	fuel	tax	and	adjust	annually	for	inflation,	increase	vehicle	registration	fees,	and	dedicate	

revenue for roads and other transportation purposes.
c. Expand competitive bidding and warranties for road projects.
d. Increase earned income tax credit.

Should this proposal be adopted?   Yes [ ]      No [ ]

http://msue.msu.edu
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If a majority of voters approves Proposal 15-1, the state 
constitution will be amended and all the constitutional and 
statutory changes will take effect beginning on October 
1, 2015. If a majority of voters rejects this proposal, no 
constitutional changes will be adopted and the statutory laws 
tie-barred (linked) to this proposal will not take effect. 

Background
Transportation Funding 
Currently, two sources fund construction and maintenance to 
Michigan roads and bridges: 1) a state gas tax, which is $.19 
per gallon for gasoline and $.15 per gallon for diesel, and 2) a 
percentage of annual vehicle registration fees. 

Revenue from the state gas tax is down about 37 percent since 
1997, according to a Michigan Senate Fiscal Agency white 
paper (2015, Winter). Michigan motorists are spending less 
money on motor fuel.  With telecommuting becoming more 
common, they drive fewer miles in vehicles that are more 
fuel	efficient	due,	in	part,	to	higher	Corporate	Average	Fuel	
Economy (CAFE) standards. Further, the state gas tax has not 
kept	pace	with	inflation,	remaining	at	$.19	per	gallon	since	
1997. (The state Legislature has the authority to raise the state 
gas tax without a vote of citizens.)

Further, according to the same Michigan Senate Fiscal Agency 
paper (2015, Winter), revenue from vehicle registration fees is 
also down since 1997, about 4 percent. In sum, both revenue 
sources generate about 1.3 billion less than the state needs 
to bring most of its roads and bridges to good condition and 
maintain them (Detroit Free Press Editorial Board, 2015, 
February 28). 

Vehicle Registration Fees
Michigan car owners pay an annual vehicle registration 
fee based on the value of the vehicle.  The fee goes down 
10	percent	for	each	of	the	first	three	years	of	ownership,	
recognizing that vehicles depreciate. Proposal 15-1 would 
eliminate the depreciation discount for new vehicles and 
freeze the fee at the original purchase price for recently 
purchased vehicles. 

The proposal also would increase the weight registration fees 
of commercial vehicles, which would vary by weight. Owners 
of	an	interstate	tractor-trailer	with	five	axels	and	weighing	
80,000 pounds would see an annual increase of about 36 
percent.  

Proposal 15-1 also would add a vehicle surcharge fee to 
electric vehicles whether they are partially, predominantly or 
solely run by electric power. 

Taxes Paid at the Pump
The state gas tax is one of three taxes Michigan motorists pay 
at the pump. Motorists also pay a 6 percent state sales tax 
and a federal gas tax of 18.4 cents per gallon. 

Under Proposal 15-1, both the state gas tax and the state 
sales tax would be eliminated from retail motor fuel sales. 
However, a new tax would be imposed on motor fuel sales: 
a 14.9 percent tax on the annually averaged, wholesale price 
of gas and diesel fuel. Revenue from this new tax on the 
wholesale price of motor fuels would be constitutionally 
mandated to fund transportation projects.  The wholesale rate 
would	be	adjusted	annually	based	on	inflation,	or	5	percent,	
whichever is less.  The maximum yearly increase could not 
exceed $.05 per gallon, but could not go down. 

For consumers, the amount motorists pay at the pump would 
vary, depending on the price of fuel.  The Citizens Research 
Council estimates that at $3.00 per gallon, motorists would 
pay 6.6 cents more per gallon under the proposed tax system 
than under the current system. But as the price of gasoline 
increased, the difference between what consumers pay 
under the current system and what they would pay under the 
proposed system would shrink. For example, at 3.85 cents 
per gallon in 2016, consumers would pay only 2.1 cents per 
gallon more under Proposal 15-1 (Citizens Research Council 
of Michigan, 2015, March).

The Sales Tax
Revenue collected from the state sales tax is constitutionally 
mandated to go to local governments (in a process known as 
constitutional revenue sharing), public education, the state’s 
General Fund, and the state’s Comprehensive Transportation 
Fund (which is used to fund public transportation).  
Exempting motor fuel from the sales tax would reduce 
funding to the above entities.  Therefore, the proposal includes 
a 1 percent increase in sales tax to make up for the losses, as 
well as generate additional revenue.  The estimated annual 
increases to K-12 school and community colleges would be 
$200 million to $290 million; transit and rail, $116 million; 
and local governments, $111 million; according to the Detroit 
Free Press (Egan, 2015, March 15). 
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Universities Exempted from the School Aid Fund
Currently,	the	state	constitution	specifies	that	the	School	Aid	
Fund (SAF) be used solely for public school districts, the 
school employee’s retirement fund, and higher education. 
Proposal 15-1 would explicitly prohibit the SAF to be used for 
four-year colleges and universities. (Only in recent years has 
the SAF been used to supplement public university’s funding.  
The Michigan Senate Fiscal Agency, 2015, January 15, 
estimates that this prohibition would result in a net decrease to 
public universities of about $200 million.) 

Accountability Standards
The legislation tied to Proposal 15-1 would expand 
competitive bidding requirements for road projects, 
expand warranty requirements for roadwork, and establish 
requirements for performance-based maintenance systems. 
(See Michigan Senate Fiscal Agency Bill Analysis for 
House Joint Resolution UU at www.legislature.mi.gov/
documents/2013-2014/billanalysis/Senate/pdf/2013-SFA-
HJRUU-N.pdf	for	further	details,	specifically	those	sections	
summarizing House Bills 4251, 5167 and 5460.)

Earned Income Tax Credit
Because the sales tax increase would disproportionally affect 
those earning lower incomes, the proposal would restore the 
Earned Income Tax Credit to low-income wage earners. It 

also would expand the state’s Homestead Property Tax Credit 
to senior citizens earning very low incomes and homeowners 
who are disabled. 

Supporting Arguments
Supporters	of	Proposal	15-1	cite	two	primary	benefits	to	its	
passage:	1)	it	would	increase	funding	to	fix	Michigan’s	state	
trunkline roads (a road with an “M”, an “I,” or “U.S” in front 
of its highway number), and 2) it would ensure that taxes 
paid at the pump go to fund transportation infrastructure 
improvements.	It	would	do	so	without	significantly	increasing	
the cost of motor fuel to the consumer. 

Supporters acknowledge that the proposal is complex, but they 
point out that road conditions will continue to deteriorate and 
be	more	costly	to	fix	in	the	future,	as	material	and	labor	costs	
go up.  And, while it is true that most of the revenues raised in 
the	first	two	years	under	the	reform	($860	million	in	2015-
16 and $460 million in 2016-17) would go toward paying 
down	debt	on	past	transportation	projects,	this	would	benefit	
taxpayers because it reduces future interest payments. 

The proposal package further guarantees future road funding. 
By amending the constitution, Proposal 15-1 would ensure 
that an adequate amount of funding is available every year 
for road maintenance, repair, and replacement.  The proposal 
also would improve the quality and longevity of roadwork 
by requiring construction companies to warranty their work, 
which should reduce use of substandard materials and labor. 

Additionally, passage of the proposal would provide 
additional funding to improve education across the state. 
Increased funding to local governments would help many 
struggling communities retain services to their residents, all 
at a relatively minimal cost of 1 cent on the dollar. Lastly, the 
proposal seeks to offset losses incurred by individuals earning 
low incomes by restoring the Earned Income Tax Credit. 

Opposing Arguments
Opponents point out that the combined tax and fee increases 
under Proposal 15-1 would amount to an annual tax increase 
of $1.9 billion for Michigan consumers and motorists, while 
only directing $1.3 billion toward road improvements. 

Opponents also point out that the requirement that revenue 
from	the	first	two	years	of	the	tax	increase	go	to	pay	off	past	
debt means that improvements to roads would be delayed 
another two years.

http://www.legislature.mi.gov/documents/2013-2014/billanalysis/Senate/pdf/2013-SFA-HJRUU-N.pdf
http://www.legislature.mi.gov/documents/2013-2014/billanalysis/Senate/pdf/2013-SFA-HJRUU-N.pdf
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In general, many citizens say that the issue is too complex 
and contains too many issues in one proposal.  They say they 
would support a proposal or a tax increase that was focused 
solely on road funding, but that Proposal 15-1 forces a vote on 
other issues as well. 

Others have pointed out that Proposal 15-1 further complicates 
the state constitution and restricts policy makers in the future 
by constitutionally prohibiting a sales tax on motor fuels and 
implementing other policy-related tax changes. 

Still others are concerned that increased taxes and fees could 
drive business out of the state. Lower vehicle registration fees 
in	nearby	states	may	make	moving	there	financially	attractive.	
Neighboring states with lower sales tax may see increases in 
sales by Michigan residents. In addition, companies may try to 
save money by buying goods in other states and bringing them 
back into Michigan. 
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