
           HB 5477 and 5493: Remove, Replace Fuel Tax 

What they do: These bills would remove the 19-cent-per-gallon tax on regular fuel and the 

15-cent-per-gallon tax on diesel fuel and replace both with a single, percentage-based fuel 

tax that could never drop below 41.7 cents per gallon, and would increase with inflation. 

The resulting jump in the pump price will be significantly reduced because of other 

legislation that removes the sales tax from fuel sales. 

The details: 

■ Starting Oct. 1, 2015, the gas tax would be calculated by multiplying the average 

wholesale price by 14.9%. The wholesale price would have to top $2.80 per gallon before 

the minimum tax of 41.7 cents per gallon would be exceeded. 

■ Each year, the 41.7-cents-per-gallon minimum fuel tax would be increased by 5 cents 

per gallon or the rate of inflation, whichever is less. 

■ The bills also apply the new tax to alternative fuels, such as propane, natural gas and 

hydrogen. 

■ How much tax motorists pay will depend on the wholesale price of fuel. But unlike today, 

all taxes paid on fuel will be spent on transportation, with about 89% being spent on roads 

and bridges; about 9% going to transit and rail, and 2% to a recreation improvement 

account to support watercraft, snowmobiles and off-road vehicles, which also contribute to 

fuel tax revenues, MDOT says. Conversely, revenue from the sales tax — which would 

come off fuel sales if Proposal 1 passes — is spent mostly on schools and local 

governments. 

■ Of the road money, about 39% goes to state highways, 39% to county roads and about 

22% to city streets, MDOT says. 

■ According to data from the Associated Petroleum Industries of Michigan and MDOT, a 

wholesale fuel price of $2.28 a gallon would equate to a $3 per gallon pump price under 

the current system, with 35 cents in state taxes paid and 20 cents going to transportation 

and 18 cents going to roads. If Proposal 1 passes, the same $2.28 wholesale fuel price 

would result in a $3.07 per gallon pump price, with all 42 cents in state taxes paid going to 

transportation, and 38 cents going to roads. 

Estimated cost: The House Fiscal Agency estimates the legislation would raise an extra 

$1.3 billion for roads in fiscal year 2018 and every year going forward, once debt payment 

requirements of about $865 million in 2016 and $468 million in 2017 are completed. The 



extra amount going to roads for 2016 would be about $362 million and for 2017 would be 

about $722 million. 

 

 


