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An interesting recent report from the Citizens Research Council of Michigan states that “Policymakers 

must address the root problem with Michigan’s local finance system - Michigan depends too heavily on 

the local property tax to fund local government services. A municipal finance system with alternative tax 

options could ease the burden on the property tax.” 

The report is titled “Local Governments Respond to Property Tax Base Limitations by Raising Tax Rates” 

and says: “Michigan has adopted property tax limitations to keep families from being taxed out of their 

homes and to keep the state attractive to businesses. Michigan’s mix of tax limitations largely act to 

constrain the growth in the tax bases of local governments. This approach to limiting taxes raises the 

question as to what has happened to the tax rates levied by governments. Michigan law places caps on 

tax rates, but not to the same extent that it restricts tax base growth. As a follow up to the recent Citizens 

Research Council study examining the state’s unique mix of tax base limitations, this report provides 

descriptive analyses of observed changes from the 2004 rates to the 2020 rates for counties, cities, and 

townships.” 

It continues: “The statewide average tax rate for homestead (i.e., primary residence) property increased 

by 8.4 percent from 2004 to 2020. The analyses that follow show that local governments of all types, in 

urban and rural areas, have increased their tax rates. Neither the raw data nor our analyses provide the 

reason(s) behind the observed tax rate changes. Some governments increased taxes in response to 

demands for more, or higher levels of, services. Other governments may have increased tax rates to meet 

the service demands arising from population growth. However, it is likely that many local governments 

have increased their tax rates in response to constraints placed upon their tax bases. 

This is important because local governments that have grown in population and new development have 

fared the best under Michigan’s assessment and levy limitations. Communities with limited prospects or 

new development have not seen their tax bases grow as much, leading to the need to increase tax rates. 

However, continually increasing tax rates is not sustainable because of existing statutory rate caps.  

Further, local governments have different abilities to raise rates. Those with the strongest tax bases are 

usually levying taxes at low rates and have the most ability to raise rates in the future. But those local 

units with declining tax bases (due to population loss or other reasons) are usually already levying high 

rates and have little ability to continue down this path.” 
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By way of background, the report explains: “Michigan law places a heavy burden on the property tax to 

fund all types of local governments and the myriad of services they provide. As this burden grew over the 

years, taxpayers pushed back by adopting limitations to restrain property tax growth and create more 

predictability in annual tax levies. The Research Council has documented the over-reliance on the property 

tax and the resulting tax constraints in a report on Michigan’s property tax limitations. That study used 25 

years of property tax data to evaluate the effects of these tax limitations for both local governments and 

taxpayers. 

States generally control property tax growth in one of three ways: rate limits, assessment limits, and/or 

levy limits. Michigan employs all three types of limitations. The state Constitution as well as statutory laws 

contain specific rate limitations, but they only apply to certain local governments and to property taxes 

supporting general operations. This narrow application of rate restrictions has allowed many local 

governments to effectively raise tax rates on property owners above the limitations listed in state law 

and, subsequently, failed to alleviate taxpayer frustration with property taxes. 

In the face of rising taxpayer frustration, Michigan voters enacted a property tax levy limit in 1978. 

Through a statewide vote, the Headlee Amendment was adopted into the state Constitution and restricts 

local taxes in two ways: 

1. It requires voter approval to adopt a new tax and to increase the rate of an existing tax above what 

was authorized in 1978. 

2. It limits total property tax revenue growth on a jurisdiction-wide basis (e.g., individual county, city, 

township, school district, etc.) to the rate of inflation. It does this by requiring local governments to 

downwardly adjust - or “rollback” - their maximum authorized tax rates if their tax bases (excluding 

the value of new construction such as new buildings or additions to a house) increase faster than 

inflation. 

 

While the Headlee Amendment created a check on the growth of property tax collections at the 

jurisdiction level, it failed to keep individual property owners from experiencing large yearly increases in 

their tax bills. Thus, in 1994, voters adopted Proposal A creating a new limitation on the general property 

tax and layered it upon the existing Headlee provisions.  

Proposal A created a modified acquisition value system for determining the taxable value (TV) of a parcel 

of property and allowed for differential taxation of business and homestead residential property. Once 

Proposal A was adopted, tax rates were no longer levied on state equalized value (SEV), which is based on 

the market value of a parcel.  

Instead, TV became the measure of the tax base with yearly increases for each parcel of property 

(excluding the value of new construction) restricted to the lesser of five percent or the rate of inflation. 

When a property is sold, the tax base resets to the current market value (SEV) and future annual changes 

to TV are then capped once again with the new owner.  

Understanding the system created by these limitations is significant to the discussion of the issue.  
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Local governments do not have the discretion to unilaterally increase tax rates. With some exceptions, 

increasing tax rates requires a proactive action by the voters at the polls. Tax rate decreases do not require 

voter action; they can decrease with Headlee tax rate rollbacks or when millages expire. 

At the most basic level, Michigan’s two property tax limitations work to control taxes by using different 

means to get to the same ends. The Headlee Amendment caps the unit-wide growth of the amount of 

taxes collected on all property to the rate of inflation. Proposal A confines the growth in the TV of 

individual parcels of property to the rate of inflation. With the adoption of TV as the property tax base, 

jurisdictions now calculate the unit-wide growth of their tax base using TV rather than market value. 

Because the appreciation of value for properties not transferred to new ownership is limited to inflation, 

tax rate rollbacks are triggered only by the change of value (i.e., pop up) of the properties that did change 

ownership.” 

The report has a section which looks at what happens when unit-wide ad valorem special assessments are 

included in the data. It states: “Based on the descriptive analyses of state data, 2020 tax rates were higher 

than 2004 tax rates in: 

• 74 (89 percent) of the 83 counties  

• 191 (68 percent) of the 281 cities  

• 762 (62 percent) of the 1,228 townships 

Most taxpayers are familiar with the ad valorem property tax; it is levied based on the value of property 

and is used by all types of local governments to fund services. In addition to this tax, some local 

governments apportion special assessments on parcels of real property within confined geographic areas 

of municipalities that benefit from capital improvements (e.g., street paving or water or sewer 

connections).  

However, over the last 50 years, Michigan local governments have increasingly turned to a revenue raising 

device called the ad valorem special assessment, a type of special assessment apportioned on the value 

of property, much like the ad valorem property tax. Ad valorem special assessments are technically not 

taxes, but they are indistinguishable from property taxes.  

Because they are levied unit-wide based on property value like taxes and they fund general government 

services, the analyses of tax rate changes include all ad valorem special assessments in the tax rate data 

for 2004 and 2020.  

Additionally, these assessments are an important part of the tax rate discussion because their use 

continues to grow. In 2004, 135 townships (11.0 percent) levied at least one ad valorem special 

assessment with an average levy of 2.4 mills; in 2020, 164 townships (13.4 percent) levied at least one ad 

valorem special assessment with the average levy of 2.5 mills. For cities, the numbers are much lower, 

but it is important to remember that not all cities are authorized to levy ad valorem special assessments. 

In 2004, 10 cities (3.6 percent) levied at least one ad valorem special assessment with an average levy of 

1.4 mills; in 2020, 24 cities (8.5 percent) levied at least one ad valorem special assessment with an average  
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of 5.2 mills. These average ad valorem special assessment rates hide extremes that range from levies of 

less than one mill to levies of over 30 mills. The use of unit-wide ad valorem special assessments to fund 

general government services raises some issues, which the Research Council discussed in a 2019 report: 

1. They are apportioned unit-wide on property value like a tax but are treated like an assessment under 

state law and skirt many of the tax limitations contained in law. 

2. Their use undermines legal and practical distinctions between taxes and special assessments. 

3. Their availability to only select local governments (i.e., townships and small cities) is unfair to other 

local governments that are supporting the same general services through property taxes. 

4. Their use is unfair to taxpayers as they circumvent tax limitations under Michigan statutory and 

constitutional law and distort the use of the special assessment. 

Clear legal distinctions exist between property taxes and conventional special assessments, but these 

become less clear with ad valorem special assessments that are treated like special assessments under 

some state laws and like property taxes under others.” 

The report provides a detailed analysis of trends in Michigan property taxes over recent years. It concludes 

that there is a “need for systemic reform of Michigan’s municipal finance model.” It states: “Rather than 

small changes to the property tax limitations or ever-increasing property tax rates, local units need the 

ability to levy more local-option taxes to better reflect local economies and service delivery needs.” 

Perhaps more controversially, the report ends with the following recommendation: “Finally, local 

governments also need to fix their finance systems by rethinking how local services are provided. Service 

provision is largely done at the most local level (cities and townships) despite advances in transportation, 

communication, and technology that would make regional governments, like counties, better suited to 

provide services more effectively and efficiently in many instances.” 

The report is interesting and deals with issues that affect many property tax systems across the world. It 

also demonstrates the need to follow the key principles that IPTI advocates for any property tax system, 

i.e. fairness, simplicity, consistency and transparency. 

Moving on to IPTI activities, we are busy planning a number of forthcoming events. They include the 

Ontario Property Tax Summit (OPTS) which is being held as an in-person event in Toronto on 8 September. 

The OPTS will be considering the current challenges that stakeholders are facing in the province and 

exploring ideas for strengthening and improving the current property tax system. The following week we 

will be involved in the annual Property Tax Workshop (PTW) being held in Denver, Colorado. The PTW is 

organised by the US Council on State Taxation (COST) and is delivered in cooperation with IPTI.  

We are in the process of designing the next series of webinars concerning a variety of topical property tax 

issues starting in the Autumn. Our in-person Caribbean conference, which is being delivered in partnership 

with the RICS, will take place in Montego Bay, Jamaica on 13-14 October. We are also facilitating the next 

“Conference of Valuation Agencies” (CoVA 2022) which will be held, as an in-person event, on 8-9 
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December at an Oxford college in the UK. This should be an important, and very enjoyable, opportunity 

to reinforce the CoVA network. As usual, for full details of all forthcoming IPTI events, please visit our 

website: www.ipti.org.  

Now it’s time for a quick look at what is making headlines concerning property taxes in selected 

jurisdictions and countries around the world.  

In Australia, the Australian National University (ANU) says that a federal land tax of 0.1 per cent imposed 

annually on mainly wealthier and older property owners would be the best way to repay about $500 

billion of government debt accumulated during the COVID-19 pandemic. Other viable options are to 

reduce concessions for capital gains tax, introduce an inheritance tax, or a tighter means test for the age 

pension by assessing the value of a retiree’s principal place of residence, the ANU stated in a research 

paper. The ANU paper sets an objective of, over 33 years, reducing federal government debt back to 

sustainable levels of about 30 per cent of GDP, after it blew out to more than 40 per cent, or $1 trillion, in 

the pandemic. The least economically damaging way to raise more revenue to reduce debt would be via 

a flat federal tax on the unimproved value of land, said the chairman of tax policy at the ANU’s Tax and 

Transfer Policy Institute. Most of the government debt accumulated during COVID-19 came from 

lockdowns and other health restrictions designed to protect mainly older people who own most of the 

assets, such as property, he said. “Older people were most at risk at dying from COVID-19 and all this 

money we flooded into the economy has helped the asset holders who are typically older people. So, 

putting a tax on assets that are mostly held by old people is fair. Otherwise, putting a tax on personal 

income puts more of the burden on young working people who are going to have to bear all this 

government debt going forward.” The proposed federal land tax would raise almost $8 billion a year from 

a 0.1 per cent rate on the unimproved value of land - that is the value of property excluding houses and 

other buildings. Typically, this is about half the value of a residential property. The NSW government has 

explored phasing out stamp duties in favour of a land tax, but has so far limited the option to first home 

buyers. The ACT is about halfway through a 20-year plan to phase out stamp duty for an annual property 

tax based on the unimproved land value. 

In the USA, property taxpayers in Nebraska will shortly receive a giant postcard - pink in most counties - 

emblazoned with “NOTICE OF PROPOSED TAX INCREASE” across the top and with smaller type detailing 

how the proposed budgets of major local taxing entities could affect the specific owner’s pocketbook in 

the coming year. The postcards will also inform property owners about new public hearings for people 

wanting to have their say about taxes or to learn more about the proposed budgets. The postcards and 

hearings are part of a state law officially titled the Property Tax Request Act, but dubbed by supporters as 

“Truth in Taxation.” The law was passed in 2021 but takes effect this year. A spokesperson said the law 

will not directly lower property taxes but could help keep them in check by making local elected officials 

more accountable for decisions that increase tax collections. “They now have to think harder about raising 

taxes due to the fact that, when they do, every constituent in that community will get direct and blunt 

notification of that decision,” he said. “They will have to answer to the taxpayers in a special hearing, at a 

special time, in a special place with recorded votes. The goal is, over time, getting people a little more 

engaged and ultimately bring true property tax changes; it’s up to the people to make that happen.” 

http://www.ipti.org/
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In the UK, the British Retail Consortium (BRC) has warned that failure to fix the flawed business rates 

(property tax for non-domestic properties) Transitional Relief system could cost retailers over £1 billion 

between 2023 and 2026. The Transitional Relief is the mechanism by which Government limits how much 

a retailer’s bill can change each year as a result of business rates revaluation. At revaluation, the Valuation 

Office Agency (VOA) adjusts the rateable value of business properties to reflect changes in the property 

market. According to the BRC, the system means that retail is subsidising other sectors, including over 

£550 million between 2017 and 2020 for government-owned infrastructure. The BRC says it also forces 

businesses in poorer parts of England, where rents are dropping, to subsidise those in richer areas, where 

rents are rising. The BRC continued, the Transitional Relief system gradually moves businesses to the 

correct rate over a period of years. The BRC pointed out that this “contrasts with other business and 

personal taxes, where those who are overpaying are immediately moved down to the ‘correct’, lower 

level of tax.” The most recent revaluation came into effect in England and Wales on April 1, 2017, based 

on rateable values from April 1, 2015. The next revaluation will come into effect on April 1, 2023, based 

on rateable values from April 1, 2021. Retailers are struggling with rising costs and disrupted supply chains, 

warned the BRC, and while businesses are trying to limit how much of these costs are passed on to 

consumers, there is little margin left. It says the money lost to Transitional Relief in 2023-2026 is “yet 

another burden that must be accounted for, particularly for retailers outside of London, who are worst 

affected by the scheme”. The BRC continued, “In the short run, the most impactful change that any new 

Prime Minister could make to reform business rates, would be to scrap the ‘downwards phasing’ part of 

Transitional Relief.” The name of new UK Prime Minister is due to be announced on 5 September following 

the resignation of Boris Johnson and an election of his replacement by members of the Conservative Party. 

In Auckland, New Zealand, it was reported that more than 7,000 Auckland ratepayers objected to this 

year’s property valuations by the cut-off date, with the majority of complaints that valuations were too 

low! In March, Auckland Council released 591,389 valuations for properties across the region. The 

updated valuations are based on the estimated sale price for a property at June 1, 2021 and are used to 

determine a property’s rates bill for the current rating year from July 1, 2022. A spokesperson said 3,913 

objectors claimed their valuation was too low, approximately 3,178 claimed their valuation was too high, 

and around 130 thought the valuation was correct but the split between land value and improvement 

value was incorrect. If an objector is still dissatisfied once Auckland Council has made its decision on their 

complaint, they can lodge an objection with the Land Valuation Tribunal. But that comes at the cost of a 

$50 filing fee and a $900 District Court scheduling and hearing fee. Following the 2017 revaluation round, 

the Auckland Land Valuation Tribunal received 160 objections. So far, no objections have been filed with 

the tribunal from this year’s assessments. 

And finally, it was widely reported that Ivana Trump was buried near the first hole of the Trump National 
Golf Club in order to obtain tax breaks as the tax code in New Jersey exempts cemetery land from all taxes, 
rates, and assessments. However, in the interests of balance, it should be noted that subsequent reports 
stated that, even if this was the intention, a proper understanding of the State law means that the 
suggested “tax dodge” would not be effective. Only time will tell! 
 
Paul Sanderson JP LLB (Hons) FRICS FIRRV 
President, International Property Tax Institute 


