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House Bills 6013, 6014, and 6015 would each amend Public Act 51 of 1951 (“Act 517)
regarding a proposed Michigan Innovative Transportation Board. Taken together, the bills
would create the Board and provide for its membership and duties; create the Innovative
Transportation Fund; establish a procedure through which members of the public could
submit innovative ideas for Michigan roads; provide a process for selecting and testing
those ideas; and create the Innovative Transportation Grant Fund to provide grants to
counties and cities for road or street construction and maintenance projects using
innovative materials.

Each of the three bhills is tie-barred to the other two, which means that none of the bills
could take effect unless all three were enacted. Each bill would take effect 90 days after its
enactment.

House Bill 6013 would amend Act 51 to create the Michigan Innovative Transportation
Board. The Board would consist of eleven voting members. Each of the following would
appoint one member to the Board:
e Michigan Department of Transportation (MDOT)
Speaker of the House of Representatives
Senate Majority Leader
Asphalt Pavement Association of Michigan
Michigan Concrete Association
American Council of Engineering Companies of Michigan
Michigan Infrastructure and Transportation Association
County Road Association of Michigan
Michigan Municipal League
Michigan Association of Drain Commissioners
Michigan Aggregates Association
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Members of the Board would serve for two years or until a successor is appointed,
whichever is later. A Board member could be removed for incompetence, dereliction of
duty, malfeasance, misfeasance, or nonfeasance in office, or other good cause. A vacancy
on the Board would be filled in the same manner as the original appointment.

Board members would serve without compensation, but could be reimbursed for necessary
travel and expenses. Board business would be conducted at a public meeting held in
compliance with the Open Meetings Act. The Board’s documents would be subject to the
Freedom of Information Act.

The first members of the Board would be appointed within 60 days after the effective date
of the bill. The first meeting of the Board would be called by the member appointed by
MDOT. At that first meeting, the Board would elect a chairperson and other officers from
among its members. The Board would meet at least quarterly after its first meeting.

Proposed MCL 247.660q

House Bill 6014 would amend Act 51 to create the Innovative Transportation Fund within
the State Trunkline Fund (STF) for the purpose of increasing the quality of Michigan roads
using innovative materials and construction methods. The state treasurer would receive
assets for the Fund and direct its investment, crediting to the Fund interest and earnings
from those investments. Money in the Fund at the close of the fiscal year would be
deposited in the STF.

MDOT would be require to allow members of the public to use the MDOT website to
submit ideas for implementing existing materials or construction methods that they believe
would be beneficial to the roads in Michigan. MDOT would encourage a person submitting
an idea to do the following:
e Provide technical data and specifications.
e Give examples of completed projects where the materials or methods were
successfully used.
e Give cost projections per lane mile for the use of the materials or methods and
describe how use of those materials or methods would be beneficial to the state.

The Michigan Innovative Transportation Board would review ideas submitted above at
least four times a year and determine whether each idea submitted is a valid submission.
MDOT would have to post on its website a list of valid submissions, including a brief
description of the idea, the name of the person who submitted it, and any cost projections
provided by that person.

The Board would have to annually select up to three valid submissions for testing in a
location determined by the Board. If necessary, MDOT would assist the Board in
implementing the testing. The Board would have to spend at least $3.0 million on the
testing, but could not spend more than $10.0 million on it unless approved by the director
of MDOT. Upon completion of each testing project, MDOT would review the project for
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effectiveness. MDOT would prepare a report at least every three years and provide the
report to the Board and post it on its website.

House Bill 6014 would require that $10.0 million be allocated each year from the STF to
the Innovative Transportation Fund, after other allocations designated by law as having a
higher priority.

House Bill 6014 would also require that $5.0 million be allocated each year from the
Michigan Transportation Fund (MTF) to the Innovative Transportation Grant Fund
proposed by House Bill 6015. This allocation would take precedence over other allocations
from the MTF.

MCL 247.660 and 247.661 and proposed MCL 247.660r

House Bill 6015 would amend Act 51 to create the Innovative Transportation Grant Fund
in the state treasury. The state treasurer would receive assets for the Fund and direct its
investment, crediting to the Fund interest and earnings from those investments. Money in
the Fund in excess of $10.0 million at the close of the fiscal year would lapse to the
Michigan Transportation Fund (MTF).

Money in the Fund would be appropriated for a program to provide grants, to be awarded
by the Michigan Innovative Transportation Board, to cities and county road commissions
for road or street construction and maintenance projects using innovative materials.

The Board would approve an application form for a grant under the program and determine
the information it must contain. The Board would establish the review process under which
grant applications are considered. In determining whether to award a grant, the Board
would have to consider the use of innovative materials or methods as the most important
criterion.

The Board could award up to $10.0 million in grants under the program each year. At least
50% of the funding for a project receiving a grant would have to be provided by the county
or city requesting the grant. The Board could not award more than $1.0 million in matching
funds for each project receiving a grant.

Proposed MCL 247.660s
BACKGROUND INFORMATION:

Public Act 51 of 1951 (“Act 51”) governs state appropriations for most Michigan
transportation programs. Among other things, Act 51 establishes the Michigan
Transportation Fund (MTF) as the main collection and distribution fund for most state
restricted transportation revenue—primarily from constitutionally restricted motor fuel
taxes and vehicle registration taxes. Section 10 of Act 51 directs MTF revenue to other
state transportation funds, to special program accounts, and to local road agencies.
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After deductions for administrative, planning, and collection costs, and for various
statutory categorical programs, the MTF balance is distributed as follows:
e 10% to the Comprehensive Transportation Fund (CTF) for public transportation
programs, including capital and operating assistance to 81 local public transit
systems.

Of the remaining balance, after the 10% distribution to the CTF:

e 39.1% to the State Trunkline Fund (STF), for construction and preservation of the
state trunkline system and administration of the Michigan Department of
Transportation (MDQOT).

e 39.1% to 83 county road commissions for preservation of county road systems.

e 21.8% to 533 cities and villages for preservation of city and village street systems.

The current Act 51 MTF distribution formula is represented in the flowchart at the end
of this analysis.*

FISCAL IMPACT:

Innovative Transportation Grant Fund/County-City Grant Program

Among other things, House Bill 6014 would amend Section 10 of Act 51 to establish a new
earmark of MTF revenue for a new categorical program. Specifically, the bill would
earmark $5.0 million in MTF revenue each year to an Innovative Transportation Grant
Fund that would be established in a new Section 10s proposed by House Bill 6015. The
Innovation Transportation Grant Fund would support a new County and City Grant
Program “for road and street construction and maintenance projects using innovative
materials.” The County and City Grant Program would be a competitive grant program,
with grants awarded by an Innovative Transportation Board that would be established in a
new section 10q proposed by House Bill 6013.

Since Innovative Transportation Grant Fund grants would be available only to county and
city applicants, House Bill 6015 would effectively reduce available MTF revenue for credit
to the CTF and STF. Specifically, the bill would annually reduce CTF revenue by $500,000
and STF revenue by $1,759,500.

Innovative Transportation Fund within STF

House Bill 6014 would also amend Section 11 of Act 51, the section that establishes the
STF and which governs the use of STF revenue. Specifically, the bill would earmark $10.0
million in STF revenue each year to a new Innovative Transportation Fund established in
a new Section 10r proposed by House Bill 6014. The Innovative Transportation Fund
would be, in effect, a subsidiary fund of the STF. The Innovative Transportation Fund
would support a program that encouraged the public submission of ideas “for implementing
existing material and construction methods that they believe would be beneficial to the
roads of this state using the department’s website.”

L Also available at: http://www.house.mi.gov/hfa/PDF/Transportation/MTF Revenue Dist Flowchart FY18.pdf
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http://www.house.mi.gov/hfa/PDF/Transportation/MTF_Revenue_Dist_Flowchart_FY18.pdf

Specifically, the Innovative Transportation Fund would be appropriated for the testing of
innovative projects selected by the Innovative Transportation Board.

The Michigan Department of Transportation would incur additional costs related to
administering the proposed Innovative Transportation Fund. Those costs, which would
include soliciting proposals from the public, maintaining records of innovative
submissions, and posting innovative submission information on the MDOT website, cannot
be readily estimated at this time.

Legislative Analyst: Rick Yuille
Fiscal Analyst: William E. Hamilton

m This analysis was prepared by nonpartisan House Fiscal Agency staff for use by House members in their
deliberations, and does not constitute an official statement of legislative intent.
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FY 2017-18 MICHIGAN TRANSPORTATION FUND REVENUES AND
DISTRIBUTIONS PER Sec. 10, 1951 PA 51
January 2017 ORTA Estimate

MICHIGAN TRANSPORTATION FUND (MTF)

MTE Revenue = $2,763,807,000

Less $23,992,600 to DNR Recreation Improvement Fund
Net MTF Revenue = $2,739,814,400

] Statutory Grants
MDOT Local Agency Programs, Planning, Rail Grade Crossing $ 3,000,000
Administration, Rail Safety N Rail Grade Surface Program $ 3,000,000
$28,409,600 Local Bridge Fund Debt Service $ 2,315,400
o 3 cent of Gas Tax $130,037,400
To Other State Departments # Local Wetla.nd Mitigation Fund $ 2,000,000
$24,363,400 < # Movable Bridge Fund $ 5,110,000
(collection and ’othe’r support costs) % cent for State Trunkline Bridges $ 22,857,900
PP % cent for Local Bridges $ 22,857,900
STF Debt Reduction $ 50,000,000
Comprehensive Transportation Fund
$244,586,300 N Transportation Economic Development Fund
(10% of net MTF after above deductions) ~ $40,275,000

(536,775,000 + $3,500,000 earmarked for
Targeted industries)

Sales Tax

587,700,000
CTF also receives . .
Drivers' License
earmark from
hicle Fees
motor ve $13,000,000

related sales tax TEDF also receives an

earmark of certain
Statutory Grants drivers' license fees
Local Bridge Fund $ 5,000,000 <
e MTF BALANCE = $2,123,001,500
Local Program Fund $33,000,000 plui P
- 3¢ of Gas Tax (see above) $ 130,037,400
Total to Distribute by Formula $2,253,038,900

COUNTY ROAD COMMISSIONS
Total = $902,124,200

39.1 % of MTF Balance $ 830,093,600 <=
39.1% of 3¢ Gas Tax $ 50,844,600
Plus $21,186,000 from the Local Program Fund

CITIES AND VILLAGES
Total = $502,976,500
21.8% of MTF Balance $462,814,300 t
21.8% of 3¢ Gas Tax  $ 28,348,200
Plus $11,814,000 from the Local Program Fund

STATE TRUNKLINE FUND
Total = $953,796,100
39.1 % of MTF Balance $830,093,600 4
39.1% of 3¢ Gas Tax $50,844,600
Plus $22,857,900 from % cent of gas tax for STF bridges
and $50,000,000 for STF Debt Reduction

# Note: This flowchart represents the distribution of MTF revenue as guided by Section 10 of Public Act 51 of 1951, as
amended by Public Act 246 of 2016. Public Act 246 established two new earmarks of MTF revenue: $2.0 million for a
new Local agency wetland mitigation bank fund, and $5.0 million for a new Movable bridge fund, effective September
22,2016.
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