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This election season, some voters will see the term “Headlee Amendment” in a
ballot question. So, what does the Headlee Amendment do?

This is the first in a series of MSU (Michigan State University) Extension articles on local
property taxes. This first article will review the Headlee Amendment, the second will
review Proposal A of 1994 and the third will discuss some of their impacts and a ballot
proposal called a Headlee Override.

What is the Headlee Amendment?

In 1978, Michigan voters approved an amendment to the Michigan Constitution known
as the Headlee Amendment. This amendment included a number of provisions related to
state and local taxes. These became Sections 25 through 33 of Article IX of the state
constitution. This article is about section 31 concerning local government taxes. Section
31 created several new laws related to local government taxation, including:

e Requiring voter approval for any local tax increases or new taxes established after
Headlee was approved

» Limiting property tax revenue resuliting from property tax assessment increasing

e Limiting revenue collected to the amount the millage originally was to generate
(with factor for inflation)

The property tax revenue limitation requires that if the assessed value of a local tax
unit’s total taxable property increases by more than the inflation rate, the maximum
property tax millage must be reduced so that the local unit’s total taxable property
yields the same gross revenue, adjusted for inflation. This is done looking at the total



state equalized value (SEV) change from one year to the next. It does so looking at the
~entire tax unit’s jurisdiction, not based in each parcel. The change of SEV from one year
to the next does not include any change that resulted from new construction.

Headlee limited the overall growth of state equalized value for a jurisdiction, not for an
individual parcel. So, an individual parcel of property, whose SEV equals one half of the
property’s true cash value could, under Headlee, have an increase in taxable value
greater than inflation. This would later change under Proposal A.

The millage revenue limitation means that, for example, if a tax base for a local unit
increased from $1 million to $1.1 million and the tax rate was one mill, the millage woulid
have to be reduced from 1.0 mills to 0.909 mills, so that total revenue would be the
same, $1,000, as originally generated. This was known as a Headlee rollback.

The millage is the amount per $1,000 of taxable property value that must be paid. So, if
a home has a value of $100,000, and is assessed a 1 mill tax rate, $100 in taxes are owed.
The formula is $100,000 SEV x 1 mill x 0.001 = $100.

Headlee protected property owners from increases in taxes by rolling back the tax rate
(millage), but it has had another effect too. It has, along with Proposal A, which was
approved in 1994 and will be discussed in a follow-up piece, limited local government
revenue, in some cases, to the point where it contributes to budget constraints. With
revenue growth limited, even local units that have been fiscally conservative are finding
themselves facing uncertain budget situations. Part of this is due to lower revenue from
property taxes. The recent recession caused a reduction in property values, which lead
to lower property tax revenue for local units. Now, as property values have recovered,
the Headlee Amendment and Proposal A have prevented property tax revenues from
catching up. While Headlee and Proposal A are far from entirely to blame for many of
the fiscal crises Michigan municipalities are facing, they certainly have not made it easier
for local governments to deal with these challenges.

This article is part one in a three-part series, for the next two articles, see the links
below:

Part two - A Refresher on Proposal A and Local Property Taxes

Part three - What is a Headlee Qverride?




Those in Michigan State University Extension that focus on Government and Public

Policy provide various training programs, which are available to be presented in your
county. Contact your local Government and Public Policy educator for more information.

This article was published by Michigan State University Extension. For more information,
visit https://extension.msu.edu. To have a digest of information delivered straight to your

email inbox, visit https:/extension.msu.edu/newsletters. To contact an expert in your
area, visit https://extension.msu.edu/experts, or call 888-MSUE4MI (888-678-3464).

extension.msu.edu

MSU is an affirmative-action, equal-opportunity employer, committed to achieving
excellence through a diverse workforce and inclusive culture that encourages all people to
reach their full potential.

Michigan State University Extension programs and materials are open to all without regard
to race, color, national origin, gender, gender identity, religion, age, height, weight,
disability, political beliefs, sexual orientation, marital status, family status or veteran status.
Issued in furtherance of MSU Extension work, acts of May 8 and June 30, 1914, in
cooperation with the U.S. Department of Agriculture. Quentin Tyler, Director, MSU
Extension, East Lansing, Ml 48824. This information is for educational purposes only.
Reference to commercial products or trade names does not imply endorsement by MSU
Extension or bias against those not mentioned.

The 4-H Name and Emblem have special protections from Congress, protected by code 18
USC 707.

We comply with the Federal Trade Commission 1998 Children’s Online Privacy Protection

Act (COPPA) (https:/www.ftc.gov/enforcement/rules/rulemaking-regulatory-reform-

proceedings/childrens-online-privacy-protection-rule).




