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Executive Summary

The Issue
The lack of sustainable state and federal 

transportation funding underpins the unacceptable 

condition of Michigan’s roads.  Funding has not kept 

up with the real costs for bare maintenance of the 

transportation network. Nationwide, other states are 

raising revenue directly or enabling communities to 

address needs with local funding sources.  However, 

due to limitations in the state constitution, Michigan 

communities have comparatively few tools to 

raise revenue.  As communities grapple with the 

implications of the funding crises, they must find 

solutions within limited existing options to fill the 

funding gap.  This document highlights some of 

those options.

Local Solutions
Local jurisdictions and transit providers have been 

successful in utilizing several strategies to help fund 

their local transportation priorities. 

• County Millages - Voter approved tax

• Township Millages - Voter approved tax

• PA 188 – Special assessment district by 

Townships

• PA 283 – Public Highway and Private Road 

Funding Act

• PA 246 – Special assessment district requested 

by neighborhood

• Public Act 280 - Corridor Improvement 

Authorities

• Bonds - Written promise to repay borrowed 

money on a definite schedule

Unmet State Needs
In 2014, Governor Snyder stated that MDOT would 

need an extra $1.2 billion dollars per year simply 

to maintain the system. These funds have not yet 

been raised and are contributing to the continued 

decline in our roads.
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“The reality about transportation 
is that it’s future-oriented. If we’re 
planning for what we have, we’re 
behind the curve.”

Anthony Foxx
U.S. Secretary of Transportation 

Moon Road
Courtesy: Washtenaw County Road Commission4
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Introduction

INTRODUCTION
The Washtenaw Area Transportation Study (WATS) is 

one of numerous organizations in Michigan charged 

to program federal transportation dollars for local 

transportation projects.  These organizations 

are called Metropolitan Planning Organizations 

(MPOs).  WATS is the Transportation Management 

Area (TMA) for the Ann Arbor urbanized area and 

collaborates  with the Southeast Michigan Council 

of Governments (SEMCOG), the MPO for the seven 

county region. 

WATS created this document to assist elected 

officials with transportation funding options 

available to our local governments, and to share 

solutions that are allowable under the Michigan 

State Constitution.  This document also provides 

information to residents in Washtenaw County 

regarding the challenges in funding our federal, 

state, and local transportation systems.

WATS recognizes public transit service is an 

essential component of the transportation system, 

with benefits to air quality, vehicle miles traveled, 

and compact transit oriented development.  While 

WATS plans for transit implementation, the complex 

range of transit funding issues are not addressed 

in this document.  Rather the focus is held to road 

funding issues as transit funding issues merit a 

separate topic paper.  

This resource document is broken down into four 

main sections.  

Section 1 - Existing Funding Sources

Section 2 - Funding Issues

Section 3 - Existing Local Solutions

Section 4 - Alternate Solutions
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“Local government can’t wait for 
the federal or state government 
to fix the funding problem – we 
have been waiting since the 
1990’s.  They need to take action 
at the local level to address the 
issue as so many have already 
done.  The cavalry isn’t coming to 
help anytime soon.”

Carmine Palombo
Deputy  Executive Director
Southeast Michigan Council of Governments

6
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FEDERAL
Federal Highway Trust Fund

The Highway Trust Fund (HTF) was established by 

the Federal-Aid Highway Act of 1956 to construct 

the Interstate Highway System and aid in the finance 

of primary, secondary, and urban routes.  

The HTF is funded by:

1. Federal Excise Taxes - The tax on motor fuels also 

known as the gas tax. 

2. Truck Related - Trucks, trailers, and other heavy-

use vehicles) taxes.  

Federal transportation legislation and funding 

appropriations are set by Congress.  The current 

transportation bill was signed by President Obama 

in 2013 and has, like other previous transportation 

acts, been extended by continuing resolutions.  

MAP-21 (Moving Ahead for Progress in the 21st 

Century Act) funded the surface transportation 

programs at over $105 billion for fiscal year 2014, 

$1.016 of which went to Michigan.

Local Implications of Federal Funding
Federal funds maintain the nation’s most important 

roads by funding 80% of the cost of projects on 

the Federal Aid Network; locals must provide 20% 

matching funds.  WATS is charged with programming 

these funds in Washtenaw County. Federal funds 

return to Washtenaw County through the following 

federal programs:

Source: Congressional Budget Office

Section 1. 
Existing Funding Sources for Roads
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Surface Transportation Program 
(STP) 
Approximately $4.5 million annually

The most flexible funding source available for 
projects to preserve and improve the conditions 
and performance on any Federal-aid roadway.  
Funding can be used for improvements to the 
roadway, bridges, tunnels, for nonmotorized 
infrastructure, or transit capital projects.

National Highway Performance Program 
(NHPP) 
Approximately $400,000 annually

The NHPP provides support for the condition 
and performance of the National Highway 
System (NHS), for the construction of new 
facilities on the NHS.

Congestion Mitigation and Air Quality 
(CMAQ)*  
$1.0 million dollars (historical average)

The CMAQ program targets investments that 

reduce congestion and improve air quality for areas 

that do not meet the National Ambient Air Quality 

Standards.

Transportation Alternatives Program 
(TAP)*
$2.9 million dollars in FY 2014

The TAP program targets funds intermodal 

projects including pedestrian and bicycle facilities,  

projects improving access to public transportation, 

community improvement, environmental mitigation, 

and recreational trails.

*CMAQ and TAP are distributed through a coordinated 

distribution process by WATS and SEMCOG the regional 

metropolitan planning organization (MPO). These dollars 

can fluctuate from one year to the next.
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LOCAL
Local communities in Michigan are allowed several 

mechanisms to raise local transportation revenues:

• County Millages - Approved by voters from the 

county

• Local Millages - Allowed in Cities, Villages, and 

Townships and approved by voters

• Public Act 283 - Countywide 1 year millage 

approved by County Board of Commissioners

• Public Act 246 - Allowed in townships for 

neighborhood special assessment district

• Public Act 188 - Township approved special 

assessment district

• Public Act 280 - Corridor Improvement 

Authority

• Bonds

These funding sources will be explored in greater 

detail in Section 3 of this document.

Michigan has a total of 120,256 miles of public 
roadways. The breakdown that follows highlights 
the percentage of the roadway system that entities 

in Michigan are responsibler for maintaining.

17%

8%

Cities and Villages maintain
20,000 miles of roads 

MDOT maintains
10,000 miles of roadways 

STATE OF MICHIGAN

Public Act 51 
The funding structure for Michigan roadways comes 

from Public Act 51 of 1951.  Act 51 prescribes how 

transportation revenues are distributed and eligible 

purposes for which they can be spent. 

Act 51 revenues largely come from the Gasoline 

Tax, Diesel Tax, and Registration Taxes and Fees.  

Table 1 shows the revenue that is collected.  

Table 1 - Public Act 51 Revenues

Years Revenues
2007 $1,943,435,630
2008 $1,889,568,535
2009 $1,838,990,297
2010 $1,840,177,943
2011 $1,852,109,199
2012 $1,858,160,483
2013 $1,894,330,028
2014 $1,937,796,949
2015 $1,959,640,000
2016* $1,981,280,000
2017* $2,003,500,000

*Projected Revenue

Local Implications of State Funding
The majority of local spending on roads comes from 

Act 51.  In FY 2014 Washtenaw County received 

over $27 million dollars in Michigan Transportation 

Funds, Snow Removal and Local Fund Program 

dollars through the Act 51 formula1.

1  2011. MDOT - Michigan Transportation Fund - State of Michigan. 
http://www.michigan.gov/mdot/0,4616,7-151-9622_11045_34388---,00.
html.

County Road agencies maintain
90,000 miles of roads 75%
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Forecasted Condition of Paved Federal-Aid Roads in Michigan 
Without Additional Transportation Revenue

Chubb Road
Courtesy: Washtenaw County Road Commission

Source: Transportation Asset Management Council 

“The message from every corner 
of our state is clear, it’s time to 
fix the roads.”

Rick Snyder
Governor of Michigan

Section 2. 
Funding Issues
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Why does it cost so much to fix the roads?

Answer: In real inflation-adjusted dollars the 
revenue that is collected is equal to that which 
was collected in 1974; and yet, the cost of 
construction materials such as steel, cement, 
asphalt, and diesel fuel have escalated 
dramatically due to global demand. 

American Association of State Highway and 
Transportation Officials: AASHTO

Construction prices, due to natural inflation, have 

increased 338% since the gas tax was last changed 

in 1993, while revenue generated to support the

nation’s infrastructure remains stuck in the past3. 

3   2012. Inflation is Stealing Construction Spending and Profits. http://
www.forconstructionpros.com/article/10837297/inflation-is-steal-
ing-construction-spending-and-profits.

Michigan’s transportation system has been 

chronically underfunded for decades by both 

federal and state sources.   This section outlines how 

flat taxes, inflation, changing travel preferences, 

and the state constitution have lead to Michigan’s 

continued funding shortfalls.

REVENUE GENERATION SHORTFALLS

Flat Taxes and Growing Costs
The Gas Tax represents the single largest source 

of revenues for transportation at both the state 

and federal level.  However, the gasoline tax at the 

federal and state level is a fixed price per gallon, 

and does not adjust with fuel prices, needs, or 

construction cost increases2.  

2   2013. A Federal Gas Tax for the Future - ITEP Reports. http://itep.
org/itep_reports/2013/09/a-federal-gas-tax-for-the-future.php.

Textile Compact Urban Roundabout
Courtesy: Washtenaw County Road Commission
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The increases in construction costs are another 

reason for concern.  According to one Road 

Commission agency in southeast Michigan, between 

1998-2008, costs for materials required to  complete 

transportation projects increased substanially4.

Construction Material Cost Increases

4   2009. A Quick Guide to Roads & Road Funding In Michigan. http://
www.micountyroads.org/PDF/Twp_funding.pdf.

40% Asphalt/Gravel              

400% Diesel/Gasoline        

102% Guardrail                    

74% 12 yd truck/snowplow  

145% Sign posts                 

State and Federal transportation revenues have 

been further eroded by increasingly fuel efficient 

vehicles.  Gas sipping vehicles simply use less fuel 

for the same amount of driving, and tax collection is 

based on gallons sold, not miles driven. 

The Corporate Average Fuel Economy (CAFE) 

standards for vehicles is set to increase to 54.5 

miles per gallon by 2025, so the trend towards fuel 

efficiency is expected to continue5.

Additionally, technology poses a disruptive threat 

to revenue, as electric and hybrid vehicles are 

representing growing shares of the vehicle market.

As battery technology improves and becomes 

cheaper, this trend will exacerbate the funding crisis.  

Figure 1 shows the improvements in fuel efficiency 

since 1970.

5   2014. History of Fuel Economy - The Pew Charitable Trusts. http://
www.pewtrusts.org/en/research-and-analysis/fact-sheets/2011/04/20/
driving-to-545-mpg-the-history-of-fuel-economy.

Source: The PEW Charitable Trust, April 2011
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“The Driving Boom a 
six decade-long period 
of steady increases in
per-capita driving in 

the United States 
is over.”

U.S. Public Interest Research Group

Decreases in Driving 
“Much like improvements in vehicle fuel-efficiency, 

decreases in vehicle miles traveled (VMT), reduce 

gas tax revenues by reducing gasoline demand.6    

At the turn of the century per-capita VMT began 

declining in 2005.  Total VMT followed a similar 

pattern, falling in 2007 for the first time in nearly 

thirty years.

Americans drive fewer total miles today than we 

did nine years ago...The unique combination of 

conditions that fueled the Driving Boom – from 

cheap gas prices to the rapid expansion of the 

workforce during the Baby Boom generation – no 

longer exists. A new generation – the Millennials – 

sees a new American Dream that is less dependent 

on driving7.” 

“In 2013 American took 10.7 billion trips on public 

transportation...according to the American Public

Transportation Association. There is a fundamental 

6    2014. Annual Vehicle Miles Traveled in the U.S. - Alternative Fuels ... 
http://www.afdc.energy.gov/data/10315.
7    2014. Vehicle Miles Traveled: A Look at Our Evolving Behavior ... 
http://www.advisorperspectives.com/dshort/updates/DOT-Miles-Trav-
eled.php.

shift going on in the way we move about. People 

are demanding more public transit services8.” 

While much of the recent decline is likely due to the 

late 2000’s recession, some can be traced back to 

changes in Americans’ transportation preferences 

and needs.  There are several trends possibly 

contributing towards peaking per-capita VMT:  

• Technology - more would-be drivers work and 

socialize from home. One poll found that more 

than half of all young people sometimes choose 

to spend time with friends online instead of 

driving to see them.

• Housing - preferences of Millennials are more 

urban9

• Density - when there is more transit, fewer 

people drive10 

8    2014. Record 10.7 Billion Trips Taken On U.S. Public ... http://www.
apta.com/mediacenter/pressreleases/2014/Pages/140310_Ridership.
aspx.
9     Puentes, R. 2012. Have Americans Hit Peak Travel? A discussion of 
the changes in US ... http://www.internationaltransportforum.org/jtrc/
DiscussionPapers/DP201214.pdf.
10  2015. Another Day, Another Study About Millennials Driving Less ... 
https://nextcity.org/daily/entry/another-day-another-study-about-millen-
nials-driving-less.

Source: Bill Bradley, Next City August 2013
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BARRIERS IN MICHIGAN
Despite being a home-rule state, Michigan’s 

constitution has tight restrictions on the ability of 

municipalities to raise revenues for transportation.  

At the same time, the options that do exist can be 

administratively difficult to implement, or slowly 

eroded over time by state statute. 

Local Option Sales Tax
The State Constitution does not allow local 

communities to use local option sales taxes in the 

state of Michigan. 

Local Income Tax
While communities are allowed to levy city based 

income taxes, only 22 (out of 276) cities actually do.  

According to the SEMCOG’s 2014 report, Running 

on Empty, a city income tax can be expensive 

to implement.  In 2009 the City of Ann Arbor 

commissioned a feasibility study on a city income 

tax, but the study concluded it would cost $3 million 

to administer.  Currently, cities must implement an 

income tax on their own, rather than working with 

the Department of Treasury to administer the tax.

Headlee Amendment 
The Headlee Amendments to the State Constitution 

were designed to address concerns of citizens 

around the state of the growing burden of local 

property taxes on taxpayers. 

Headlee requires a local unit of government to 

reduce its millage when annual growth on existing 

property is greater than the rate of inflation. 

As a consequence, the local unit’s millage rate 

is “rolled back” so that the resulting growth in 

property tax revenue, community-wide, is no more 

than the rate of inflation11. These rollbacks have 

several implications for communities:

• Headlee only recognizes new construction 

as growth, effectively discriminating against 

fully developed communities. This limitation 

impacts the ability of many communities to 

create an environment to attract redevelopment 

opportunities, that being investment in services 

and infrastructure. 

• 1994’s change to the General Property Tax Act 

has prevented local governments from being 

able to share the benefits of property value 

growth.  For any government at its maximum 

Headlee allowed millage rate, any growth in 

property values are rolled back.  The net result is 

property tax revenue growth less than inflation12.  

11   2014. Running on Empty - SEMCOG. http://library.semcog.org/
InmagicGenie/DocumentFolder/RunningOnEmpty.pdf.
12   State Constitutional and Statutory Restrictions on Local ... http://
www.library.unt.edu/gpo/acir/Reports/policy/A-14.pdf.

How are the Michigan Transportation 
Funds distributed?

Distribution of the MTF follows a formula dictated 

in law. The distribution strives to achieve a balance 

of funding among the state and local communities.  
 

39.1%   State

39.1%   Counties (83 total)

21.8%   Cities/Villages (533 total)

Section 3. 
Existing Local Solutions
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EXISTING LOCAL SOLUTIONS

County Road Millage Law 
Public Act 206

Township Millage Law
Article IX, Sec. 6 of MI Constitution

Township Special Assessment District
Public Act 188

Countywide 1 year millage for roads
Public Act 283

Neighborhood Special Assessment District
Public Act 246

Corridor Improvement Authority
Public Act 280

Michigan Transportation Fund Note Sale
Public Act 143

Bonding

Section 3. 
Existing Local Solutions

Given the lack of leadership at the state and federal 

level, citizens are turning to local governments 

to fund their transportation needs.  While there 

are restrictions placed upon municipalities, cities, 

villages, and counties are using existing laws to 

fund their roadways.  According to the Michigan 

Department of State Treasury, (F-65 Report) 16 

counties, 48 cities, 81 villages, and 410 townships 

are raising additional revenue for transportation13.  

This section only highlights some of those solutions 

and their application. 

COUNTY ROAD MILLAGE LAW
Public Act 206 enables counties to establish 

property millages for the purpose of funding county 

government and needs, including roads.  Out of 83 

counties,  28 have county road millages.  Table 2 

highlights those counties that passed road millages 

and their millage rates.  

13   2015. Municipal Annual Data Upload - Munetrix. https://www.mune-
trix.com/page/site/static/help/Documents/municipalannualdatau.htm.

15
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Table 2 - County Road Millages
     
     
     County Contact Year 1st Passed # of Mills Term Latest

Allegan Larry Brown 1968/1983/2008 1mill 6 yrs 8/12/2015
Arenac Blair Dyer 2014 1 mill 5 yrs 8/14/2015
Baraga Doug Mills 1981 2 mills 5 yrs 8/12/2015
Benzie Heather Jamison 2013 1 mill 5 yrs 11/13/2015

Charlevoix Pat Harmon 2008 1 mill 15 yrs 11/8/2015
Cheboygan Mike Roper 2014 1 mill 4 yrs 8/14/2015
Chippewa Rob Laitinen 1987 1 mill 5 yrs 2/12/2015
Crawford Don Babcock 2006 1 mill 5 yrs 11/12/2015
Dickinson Jim Harris, Jr. 2012 .5 mill 5 yrs 2/12/2015

Eaton Blair Ballou 2014 1.5 mills 12 yrs 11/14/2015
Gladwin Dave Pettersch 1968 2 mills 5 yrs 8/12/2015

Grand Traverse Jim Cook 2013 1 mill 3 yrs 11/13/2015
Houghton Kevin Harju 1963 1.369 10 yrs 8/14/2015

Huron Neal Hentschl 1994/1999 2 mill/1mill 5 yrs 2/14/2015

Iron Doug Tomasoski 2008 (prior in the 80s) .5 mill 4 yrs 11/12/2015

Kalkaska John Rogers 2014 1 mill 5 yrs 8/14/2015
Keweenaw Gregg Patrick 2014 2 mills 5 yrs 8/14/2015
Leelanau Herb Cradduck 1986 .5 mill 2 yrs 8/14/2015
Midland Russ Inman 1966/2014 2 mill 4 yrs 11/14/2015

Montmorency Joel Kim Bleech 2008 1 mill 4 yrs 8/14/2015
Ontonagon Mike Maloney 1936/1939/1948 2 mills/3 mills/5 mills 10 yrs 8/12/2015

Otsego Tom Deans 2014 1 mill 10 yrs 11/14/2015
Ottawa Brett Laughlin 2014 .5 mills 10 yrs 11/14/2015
Sanilac Robb Falls 1996 2 mills 6 yrs 8/12/2015
St. Clair Kirk Weston 2012 .25 mills 4 yrs 8/12/2015

St. Joseph Chris Minger 2004 1 mill 10 yrs 8/14/2015

Tuscola Mike Tuckey
Roads- 1990, Bridges- 

1970
1.0 Road/Street, .5 
mill Bridge/Street

8 yrs 8/8/2015

VanBuren Larry Hummel 1978 1 mill 4 yrs 8/12/2015



17

County Contact Year 1st Passed # of Mills Term Latest
Allegan Larry Brown 1968/1983/2008 1mill 6 yrs 8/12/2015
Arenac Blair Dyer 2014 1 mill 5 yrs 8/14/2015
Baraga Doug Mills 1981 2 mills 5 yrs 8/12/2015
Benzie Heather Jamison 2013 1 mill 5 yrs 11/13/2015

Charlevoix Pat Harmon 2008 1 mill 15 yrs 11/8/2015
Cheboygan Mike Roper 2014 1 mill 4 yrs 8/14/2015
Chippewa Rob Laitinen 1987 1 mill 5 yrs 2/12/2015
Crawford Don Babcock 2006 1 mill 5 yrs 11/12/2015
Dickinson Jim Harris, Jr. 2012 .5 mill 5 yrs 2/12/2015

Eaton Blair Ballou 2014 1.5 mills 12 yrs 11/14/2015
Gladwin Dave Pettersch 1968 2 mills 5 yrs 8/12/2015

Grand Traverse Jim Cook 2013 1 mill 3 yrs 11/13/2015
Houghton Kevin Harju 1963 1.369 10 yrs 8/14/2015

Huron Neal Hentschl 1994/1999 2 mill/1mill 5 yrs 2/14/2015

Iron Doug Tomasoski 2008 (prior in the 80s) .5 mill 4 yrs 11/12/2015

Kalkaska John Rogers 2014 1 mill 5 yrs 8/14/2015
Keweenaw Gregg Patrick 2014 2 mills 5 yrs 8/14/2015
Leelanau Herb Cradduck 1986 .5 mill 2 yrs 8/14/2015
Midland Russ Inman 1966/2014 2 mill 4 yrs 11/14/2015

Montmorency Joel Kim Bleech 2008 1 mill 4 yrs 8/14/2015
Ontonagon Mike Maloney 1936/1939/1948 2 mills/3 mills/5 mills 10 yrs 8/12/2015

Otsego Tom Deans 2014 1 mill 10 yrs 11/14/2015
Ottawa Brett Laughlin 2014 .5 mills 10 yrs 11/14/2015
Sanilac Robb Falls 1996 2 mills 6 yrs 8/12/2015
St. Clair Kirk Weston 2012 .25 mills 4 yrs 8/12/2015

St. Joseph Chris Minger 2004 1 mill 10 yrs 8/14/2015

Tuscola Mike Tuckey
Roads- 1990, Bridges- 

1970
1.0 Road/Street, .5 
mill Bridge/Street

8 yrs 8/8/2015

VanBuren Larry Hummel 1978 1 mill 4 yrs 8/12/2015

Total Funding 
Generated

Number of 
Years (Millage 

Amount)
Funds Going to Township Funding

1st Millage 
(Renewed 

2012)
$3.6 million a year 4 years (1 mill)

Road Commission, City of 
Coleman, and Village of Sanford - 

$1.3 million 
City of Midland - $2.3 million

Out of the Road Commission 
allocation, $900,000 funds 

go to townships with a match 
required

2nd Millage 
(Approved 

2014)
$ 3.6 million a year 4 years (1 mill)

Road Commission, City of 
Coleman, and Village of Sanford - 

$1.3 million 
City of Midland - $2.3 million

Out of the Road Commission 
allocation, $650,000 funds 
go to townships with no 

match required

Map 1 - Counties in Michigan 
with Road Millages

EXAMPLE: 
Midland County, MI
Midland County has a unique funding system where 

an existing millage, with $3.6 million of revenue, was 

augmented with a second millage, raising another 

$1.3 million annually.  

Unique to Midland County was the cooperation 

between the primary local governments (the cities 

of Midland, Coleman, and Sanford; and Midland 

County) and the county’s primary employer, DOW 

Chemical.  Mr. Russell Inman, Design Engineer 

for the Midland County Road Commission, stated 

that DOW’s willingness to assist in the creation, 

publication, and dissemination of the funding 

brochure was key to spreading the message 

about the proposal. He added that DOW sees the 

investment in roads as a quality of life issue to attract 

the level of talent that they need at their company.  

Table 3 outlines the elements of each millage.

Table 3 - Midland County Road Millages



18

MUNICIPAL MILLAGE LAW
Cities, Villages, and Townships in Michigan can levy 

millages under a series of taxing authorities,  General 

Property Tax Act (PA 206 of 1893), the General Law 

Village Act (PA 3 of 1895, which includes a specific 

authorization to levy up to 5 mills for “highway and 

street purposes”, the Home Rule City Act (PA 279 

of 1909), and Home Rule Village Act (278 of 1909).  

For Townships, the use of Article IX, Sec. 6 of the 

Michigan Constitution, allows revenues generated 

to be directed to roads.  
 

EXAMPLE: 
Hartland Township, MI
In 2014, Hartland Township in Livingston County 

successfully passed a results driven, 10 year, 1.5 mill 

property tax that will generate $9 million for roads. 

This will fund improvements on nearly 20 miles of 

roadway.  

Prior to the millage proposal, Hartland Township 

developed a citizen led plan through the creation 

of the Safer Roads Task Force, created in response 

to citizen concerns about the condition of existing 

roadways.  The Task Force convened to study the 

issues and propose solutions. 

TOWNSHIP SPECIAL ASSESSMENT 
DISTRICT
PA 188 (1954) allows Townships to create a special 

assessment district for levying taxes to pay for 

roadway improvements. 

EXAMPLE: 
Scio Township, MI
Scio passed a township-wide SAD in 2013 to 

generate $5.3 million dollars over 10 years, 

beginning in 2014.  Rather than a millage, the SAD 

is structured as a per parcel levy of $85 per year.  The 

township outlined their plan for the first two years, 

which improves 22 miles of road for approximately 

$3.4 million. In addition, the township will use the 

fund for ongoing maintenance over the 10 years of 

the millage.

MICHIGAN TRANSPORTATION FUND 
NOTE SALE
Public Act 143(1) permits the Board of County 

Road Commissioners to sell bonds for the specific 

purpose of improving roads.

EXAMPLE:
Ypsilanti Township, MI
In 2012, the Washtenaw County Board of 

Commissioners authorized the issuance of up to $6 

million in bonds to be used by the Road Commission 

to help fund road work in the Charter Township of 

Ypsilanti (Ypsilanti Township).  Under the terms of 

the contract, the bonds will be issued by the road 

commission and Ypsilanti Township will reimburse 

the road commission for road work performed. 

Roadwork projects included in the bond will range 

from mill and asphalt overlays to total rebuilds along 

major and primary roads14.

14    2012. Six Million in Bonds to Help Fund Road Work | Washtenaw ... 
http://www.wcroads.org/node/651.
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COUNTYWIDE 1 YEAR MILLAGE FOR 
ROADS
Another option available to Michigan is PA 283, 

under which a county can levy up to 1 mill for roads.  

This tax requires the county road commission to 

identify a list of needs countywide, which a county 

board can choose to approve and fund up to 1 mill.  
 

EXAMPLE: 
Washtenaw County, MI
“The Washtenaw County Road Commission will 

receive approximately $3,985,000 to use on 

roads, bridges and culverts in Washtenaw County 

townships. Additionally, Washtenaw County cities 

and villages manage approximately $3,096,000 for 

use on their streets15.”

15   2014. P.A. 283 Millage - Washtenaw County. http://www.ewasht-
enaw.org/government/boc/agenda/wm/year_2014/2014-09-17wm/
PA283%20Millage.pdf.

Details from the 2015 PA 283 Program

• 0.5 Mills for 2015

• Over 65 miles of roadways improved

• $7.2 million in additional local funds

• $4.1 million spent on 37 township projects

• $3.0 million spent in cities and villages

Huron River Drive After
Courtesy: Washtenaw County Road Commission

Huron River Drive Before
Courtesy: Washtenaw County Road Commission
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NEIGHBORHOOD SPECIAL ASSESSMENT 
DISTRICT
PA 246 allows property owners along public roads 

to file a petition seeking roadway improvements 

through an SAD.  

EXAMPLE:
Scio Township, Washtenaw County, MI 
Scio Township has used neighborhood SADs since 

2007.  In Scio Township, the Township requires that 

at least 50% of the property owners agree to the 

SAD. Since 2007:

• 13 neighborhood SADs have been completed

• 12.84 miles on 52 streets have been improved

• $3.4 million dollars has been raised

• The Township itself has contributed $142,000

• 749 parcels were impacted

• $4,420 per parcel

CORRIDOR IMPROVEMENT AUTHORITY
Public Act 280 of 2005 is designed to assist 

communities with funding improvements in 

commercial corridors outside of their main 

commercial or downtown areas.  This opportunity is 

open to every city, village, or township. 

This act is similar to a downtown development 

authority in that once created the CIA or DDA can 

establish a tax increment financing plan, levy special 

assessments, and issue revenue bonds and notes.  

CIA’s allow neighboring jurisdictions to work together 

towards a common vision when the corridor spans 

more than one jurisdiction.  Authorities can have 

up to 20 years for the CIA before it expires.  One 

downfall of this act is that it allows taxing authorities 

within the proposed CIA to opt out.  

EXAMPLE: 
Grand Rapids, MI
Grand Rapids has four different improvement 

districts throughout the City.  Kara Wood, Economic 

Development Director for the City of Grand Rapids 

was asked about the success that CIA’s have 

had.  She explained that the highest capture for 

2014 was about $19,000 for one district.   When 

asked why a community would continue to utilize 

this strategy when the fund collection is low, Ms. 

Wood stated that the benefit is much more than 

the financial benefit, corridor organizing has led 

to strong neighborhood business districts that 

operate under the Main Street model.  It has then 

led to the implementation of business improvement 

districts which generate significantly more financial 

resources for their efforts.  The first years of the TIF 

do not generate a lot of revenue but as a corridor 

redevelops and improvements are made more 

revenue is generated.

BONDING
Michigan law provides bonding as alternative 

methods for communities to finance local public 

improvements.  The authorization to use bonding 

for public improvements depends upon the type of 

jurisdiction and the amount that can be levied.  For 

Townships in Michigan, some of the bonding types 

available are:

• General obligation bonds

• Capital improvement bonds

• Contract assessment bonds

• Tax increment bonds16

16    2015. Township Focus. Funding capital improvements .https://www.
mikameyers.com/assets/files/v/01429902.pdf.

Section 4. 
Solutions from Around the Country
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States around the country are looking beyond 

traditional funding mechanisms to bridge the 

transportation funding gap, finding innovative 

solutions at the state level or enabling local 

communities to solve the problem themselves.  This 

section will evaluate solutions from other states.

Transportation Funding Package - Georgia17

In 2015, Georgia passed transportation reform to 

improve the state’s transportation funding situation.  

Highlights from the transportation package include:

• Increasing the fuel excise tax to 26 cents per 

gallon (29 cents per gallon for diesel)

• Indexing the excise fuel tax rates to both 

average vehicle fleet efficiency and the 

consumer price index (used until July 2018)

• Exempts fuel from current sales tax, except for 

the 1 percent that counties impose

17   2014. Transportation For America – State Transportation Funding. 
http://t4america.org/maps-tools/state-transportation-funding/.

• Imposes new registration fees for electric 

vehicles ($200/yr for noncommercial, $300/yr 

commercial)

• Heavy vehicles registered in Georgia pay a 

highway impact fee annually of $50 for vehicles 

between 15,500-26,000 lbs and $100 for 

weights greater than 26,000 lbs.

• Institutes a $5-per-night fee for short-term 

lodging, made exclusively for transportation 

purposes in the state

Section 4. 
Solutions from Around the Country
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Local Option Sales Taxes - Georgia18

Gwinnett County, Georgia successfully levies a 

Special Purpose Local Option Sales Tax (SPLOST) 

to raise funding for transportation.  The tax brought 

$498 million of revenue to the county from 2013-

2015; 70% of which funded improvements to 

transportation.  Gwinnett County levies the tax due 

to the high number of out of county commuters and 

visitors to the community.

County and city officials split SPLOST proceeds, 

78.9% directed to the county, 21.1% to the cities.  

County - 78.9%, cities - 21.1%). The city of Duluth 

dedicates 68% of its proceeds to transportation.

18   2015. The Road Ahead: County Transportation Funding and ... 
http://www.naco.org/sites/default/files/documents/NACo_Road_
Ahead_02.24.2014.pdf.

The City has allocated SPLOST money to:

• Connect the community by building pedestrian 

sidewalks and safe bikeways

• Improve the safety of the community with 

intersection and road safety improvement 

projects

• Keep traffic moving by building a more efficient 

and safer transportation system

• Fund preventive maintenance

In addition, this funding packing amends the local 

option sales tax law, allowing any county to raise a 

local sales tax of up to one percent with approval 

of the county commission and voter referendum. 

Mayors or other local government leaders would 

identify road, bridge, transit, rail, port and airport 

projects to be funded before the tax was put to 

approval by the county commission and voters.  

Counties would be allowed to bond against this 

revenue.

Map 2 - Areas Profiled
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Vehicle Miles Traveled Fees - Oregon19

In August 2013, the Governor of Oregon signed 

Senate Bill 810 which created a voluntary program 

for up to 5,000 motorists to pay 1.5-cents for every 

mile they drive instead of the 30-cent state fuel 

excise tax.  Since some drivers participating in the 

program will still be purchasing gas rather than 

using a fully electric vehicle, fuel taxes paid at the 

pump will be credited back to the driver depending 

on the number of miles driven.  Driving is tracked 

using embedded GPS while others use odometer 

based reporting.  Participants are not charged for 

miles driven in other states.

The Vehicle Miles Traveled (VMT) revenue model will 

ultimately address concerns that new fuel efficient 

vehicles pay much less into the transportation 

system traditionally paid by gas taxes.  

Wheel Tax - Nebraska
In 2006 the City of Omaha, Nebraska passed an 

ordinance to amend the City code to extend the 

motor vehicle registration fee to anyone living within 

the tax district in the city limits.  The wheel tax is 

based upon the weight of a vehicle, ranging from 

$50 for a passenger vehicle up to $130 for vehicles 

over 8 tons. According to Todd Thorsheim, City of 

Omaha Finance Department, the tax has been in 

place for over 40 years and has raised millions of 

dollars for the city.
 

The funds go directly into the City’s street 

maintenance fund.  The major shift in fund reduction 

was the old city ordinance would charge all residents 

within the city and a 3 mile radius, and the State 

Legislature ruled in 2013 that the City could not 

charge people outside of the city limits.

19   2013. Irwin, D. Nation’s First VMT Fee Bill Passed By Oregon Legis-
lature ... http://www.planetizen.com/node/64078.

Table 4 - Wheel Tax Revenue
     

Year
Wheel Tax 

Generated Revenue
Revenue from Late 

Fees

2009 $15.6 million NA
2010 $17.1 million $1.1 million
2011 $21.9 million $1.3 million
2012 $21.5 million $1.3 million
2013 $18.3 million $1.3 million
2014 $17 million NA

Increasing the State Gas Tax - 
Vermont20

Vermont increased gas taxes to fund road and 

bridge repair. The new system levies a 2% sales 

tax on the wholesale price of gas, while the per 

gallon tax decreased by 0.8 cents. Effectively, this 

is a 5.9 cent per gallon increase over the existing 

19 cents per gallon. Governing reports that the 

tax could amount to a net hike of 6.5 cents per 

gallon by 2016.  The law also raised the tax on 

diesel by 2 cents per gallon starting July 1, 2015, 

and an additional 1 cent per gallon in 2016. 

Combined with $11.7 million in new bonds, the 

funding package will annually raise $32 million in 

transportation funding.

20    2014. An act relating to the State’s transportation program 
and ... http://www.transportationinvestment.org/wp-content/up-
loads/2014/01/VERMONT-SUMMARY-OF-THE-2013-ACTS-AND-RE-
SOLVES.pdf.
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Statewide Transportation Funding 
Package - Virginia21

HB 2313 is Virginia’s first comprehensive 

transportation funding plan approved in 27 years, 

after three decades of inaction. The historic bi-

partisan legislation supported by Republicans and 

Democrats from each chamber will provide more than 

$3.4 billion in additional statewide transportation 

funding.  The new package treats transportation 

as a core function of government by reducing 

dependence on outdated revenue structures and 

tying future revenue to more sustainable sources.

To increase funding and preserve revenue 

purchasing power, HB 2313:

• Eliminates the 17.5 cents per gallon excise tax 

on gasoline and diesel fuel

• Replaces the motor fuels tax with a 3.5 percent 

sales tax on the wholesale price of gasoline and 

a 6 percent sales tax on the wholesale price of 

diesel fuel

• Increases the state and local sales and use tax 

from 5 percent to 5.3 percent

• Partially eliminates the 2 percent motor vehicle 

titling tax exemption by increasing the rate 

from 3 percent to 4.15 percent

• Creates a $64 Alternative Fuel Vehicle fee 

to ensure that all drivers are contributing to 

Virginia’s roadways

21    2013. Governor McDonnell Ceremonially Signs Virginia’s Historic ... 
http://www.virginiadot.org/newsroom/statewide/2013/governor_mc-
donnell_ceremonially_signs69276.asp.

Over the first five years, HB 2313 will raise:

• $1.8 billion in additional funding for 

maintenance

• $660 million in dedicated new construction 

funding

• $509 million to transit providers

• $256 million in funding for intercity passenger 

rail

• Generate additional revenue for Virginia’s 

airports and seaports

• Generate annually between $272 million to 

$335 million in Northern Virginia and $172 

million to $226 million in Hampton Roads for 

regional transportation priorities

Transportation Development Tax - 
Washington County, Oregon22

On November 4, 2008 the citizens of Washington 

County approved Measure No. 34-164, the 

Transportation Development Tax (TDT). The TDT has 

essentially doubled the rates developers pay for the 

impacts new development has on the transportation 

system. The TDT is levied countywide.

The TDT is based on the estimated traffic generated 

by new developments. All revenue is dedicated 

to transportation capital improvements designed 

to accommodate growth. Eligible projects are on 

major roads, including sidewalks and bike lanes, as 

well as transit capital projects (such as bus shelters).

The TDT is not a property tax, but a one time fee 

imposed on all new development.  Exemptions 

include temporary uses and remodeling or 

replacement of existing  uses, except to the extent 

22    2009. Transportation Development Tax / TDT - Washington County. 
http://www.co.washington.or.us/LUT/Divisions/LongRangePlanning/
PlanningPrograms/TransportationPlanning/transportation-develop-
ment-tax.cfm.
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that remodel or replacement of a use increases its 

capacity to intensify demands on the transportation 

system.
  

The TDT is collected prior to the issuance of a 

building permit; or in cases where no building 

permit is required (such as for golf courses or parks), 

prior to final approval of a development application. 

Options exist, however, for payment of the tax over 

time, or in certain cases, deferral of payment until 

occupancy. Credit toward the TDT may also be 

approved for constructing eligible transportation 

improvements.

The TDT rates were scheduled to be phased over 

a 4-year time period. Because of the recession, the 

Board of County Commissioners adopted a series 

of ordinances which delayed the final step-increase 

of the TDT rate phase-in schedule until 2014.

Public Act 89 - Funding Pennsylvania’s 
Transportation System23

In 2013, Pennsylvania passed Act 89, a hard 

fought but comprehensive reform of the states’ 

transportation funding structure.  Key Components 

of Act 89 include:

• Eliminating the 12 cents-per-gallon retail gas tax 

• Increasing the state’s Oil Company Franchise 

Tax on wholesale gasoline 

• Local government option for counties to assess 

a $5 vehicle registration fee

• Increased vehicle registration and driver license 

fees

• Increased violation fines and permits also 

increased

23    2013. Detailed Summary of Act 89. http://pahighwayinfo.org/
wp-content/uploads/2013/11/Detailed-Summary-of-Act-89-of-2013.pdf.

• Creation of a grant fund dedicated to railways, 

ports/waterways, aviation, pedestrian and bike 

pathways

To pass the bill, the the Pennsylvania Senate’s 

Transportation Committee hit the road for two years 

on a public outreach and education campaign.  

Now, other states are beginning to model their 

funding efforts after this campaign.

Act 89’s changes brought an additional $800 

million into the state’s road and bridge system in 

2014. By 2018, the amount will increase to $2.3 

billion per year24.

Table 5 - Funding Levels Under 
Act 89
     

24   2015. Alexandersen, C. . Crumbling roads: New gas tax, increased 
fees means ... http://www.pennlive.com/politics/index.ssf/2015/02/
act_89.html. 

Transportation Mode
Year 1 Estimate

(Jan 1-June 30, 
2014) 

Year 5 Estimate

State Roads and Bridges $188 million $1.3 billion

Public Transportation $60 million $497 million

Local Roads and Bridges $35 million $237 million

PA Turnpike Expansion 
Projects

$13 million $86 million

Multi-Modal Fund $30 million $144 million

Fish and Boat Commission $3 million $9 million

County/Forestry Bridges $2 million $12 million

Dirt/Gravel
Low-Volume Roads NA $35 million

Total $331 million $2.3 billion
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“Funding at all levels is critical in 

supporting the transportation needs 

of a community. In 2015 Washtenaw 

County utilized the PA 283 program 

and was met with great success. There 

has been no leadership to address 

the funding inadequacy at the state 

and federal level.  Under investment 

is leading to a rapid decline in the 

system, and the dollars needed 

to fix the problem is growing at an 

exponential rate.”

Roy Townsend
Managing Director
Washtenaw County Road Commission
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“Funding at all levels is critical in 

supporting the transportation needs 

of a community. In 2015 Washtenaw 

County utilized the PA 283 program 

and was met with great success. There 

has been no leadership to address 

the funding inadequacy at the state 

and federal level.  Under investment 

is leading to a rapid decline in the 

system, and the dollars needed 

to fix the problem is growing at an 

exponential rate.”

Roy Townsend
Managing Director
Washtenaw County Road Commission

Conclusion

Michigan’s economy depends on a fully-funded 

transportation system that meets the needs of its 

residents and businesses. A robust transportation 

system requires solutions from all levels of 

government.   Below, WATS has identified some key 

points regarding funding issues at the Federal, State, 

and Local Levels.

Federal
Congress must stabilize federal funding for the nation 

and raise additional revenue to pay for the long term 

maintenance of the nation’s transportation system.  A 

federal solution should be modeled after any number 

of successful state solutions, at a minimum tracking 

inflation to avoid the current funding crisis and 

reauthorization standoffs.  A federal solution should 

also recognize that, in the long term, the gas tax will 

be unreliable as a funding source.

State
As a leader in transportation technology, Michigan’s 

roads are in unacceptable condition.  Similar to federal 

needs, the Michigan Legislature should evaluate 

other states’ funding solutions for implementation.  At 

the state level, solutions should use a mix of funding 

sources and inflation indexing to provide stability over 

time.  

In addition, the legislature should enable tools to allow 

communities to fully fund their transportation system.  

Local option sales taxes, local registration fees, and 

a local wheel tax  are all options successfully used 

in other states that could be successful here. These 

tools would allow local communities and officials to 

evaluate and fund their needs as they see fit.

Local
Without leadership at the federal, state, and local 

level, Michigan’s roads will continue to crumble.  

No individual solution is perfect, therefore a robust 

funding system would rely on a variety of revenue 

sources spread across all levels. However, that 

funding system is not on the  horizon.  Despite the 

lack of federal and state solutions, Washtenaw County 

communities already have the ability to raise revenue.  

If the transportation system is a priority, it is time for 

local communities to use the tools available to raise 

revenue.  Local elected officials and coalitions should 

continue to press state and federal representatives to 

fully fund a robust transportation system.
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