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Ms. Jennifer Lindsey:
Village of Caledonia
250 S. Maple Street SE
Caledonia, MI 49316

Letter enclosing Draft Resolution to Establish the Budget for FY 2026-2027 and to Establish the Village Property Tax Rate for 2026
Dear Jennifer:
Enclosed is a draft resolution for the Village Council to consider at its May 29, 2026 special meeting which would adopt the Village’s budget for the July 1, 2026 to June 30, 2027 fiscal year (“FY 2026-2027”) and establish the Village’s property tax millage rate for 2026.  This letter summarizes the procedures for the Village to consider and adopt its FY 2026-2027 budget at its May 29 meeting and to consider whether it would like to increase the property tax millage rate for 2026.
Adoption of the FY 2026-2027 Budget
At the Village Council’s special meeting on May 29, the proposed budget for FY 2026-2027 will first be considered as a discussion item to allow the Village Council, the Village Treasurer and other Village officials to discuss the budget recommendations and the potential increase in the property tax millage rate, which is discussed in more detail below.  After that discussion item, the Village Council will hold a public hearing to allow members of the public to comment on the proposed budget for FY 2026-2027 and the property tax rate for 2026.  The Village has published advance notice of the public hearing in the Saturday, May 23 edition of the Sun & News, as required by the Uniform Budgeting and Accounting Act, as amended, Public Act 2 of 1968 (“Act 2”).  
The Village Council must hold a public hearing before adopting the FY 2026-2027 budget or approving an increase in the property tax millage rate.  The public hearing will be a separate item on the agenda, and it is generally intended to set a specific time and place for members of the public to provide comments regarding the proposed budget and/or property tax millage rate.  For a brief summary for the procedure for a public hearing, the Village President (or Vice President, as the President Pro Tempore, in the absence of the Village President), opens the public hearing and allows members of the public to speak regarding the subject(s) of the public hearing.  When all members of the public who wish to comment have been given the opportunity to speak, the Village President closes the public hearing and moves on to the remaining agenda items.  The Village Council makes it decision after the public hearing has been closed.  After the public hearing is closed, the Village Council can consider the draft resolution to adopt its budget for FY 2026-2027 and establish the property tax millage rate for 2026.  Please note that if the Village Council does decide to increase the property tax millage rate, a 2/3 vote of the total members of the Village Council (or 5 members) is required under the General Law Village Act, Public Act 3 of 1895, as amended (the “GLVA”). 
Procedure to Increase the Village’s Property Tax Millage Rate
The Village Council will also be considering whether to approve an increase in the Village’s property tax millage rate for 2026.  The Village’s property tax millage rate will also be a subject of the public hearing, meaning that members of the public may comment on the proposed budget and/or the Village’s property tax millage rate for 2026.  Below is a discussion of the maximum increase the Village Council may approve without a prior vote of the Village’s electors under state law.
Authority under the General Law Village Act
In 1978, what is known as the “Headlee Amendment” to the Michigan Constitution was adopted, which is located in Sections 25 through 33 of Article IX of the Michigan Constitution.  The Headlee Amendment includes several restrictions on the taxation of local governments.  The Headlee Amendment prohibits local governments from levying any tax that was not authorized by law or charter or by increasing the tax rate above the rate authorized by law or charter as of November 7, 1978, without the approval of a majority of the qualified electors of that local government.  In this case, under Section 1 of the GLVA, the GLVA acts as the charter for the Village.
The GLVA did authorize villages to raise certain taxes as of the date of the Headlee Amendment.  The GLVA authorizes a village council to raise 12.5 mills to defray general expenses and liabilities of a village, which constitutes a village’s “general fund.”  In addition to the 12.5 mills, a village council has the authority under the GLVA to raise 5 mills as a “general highway fund” and 2.5 mills for the purchasing of grounds for a cemetery (one mill for maintaining a cemetery).[footnoteRef:2]  The total levy that may be authorized by a village without a vote of the village’s electors cannot exceed 20 mills.  The 20 mills must be allocated among the general fund, highway fund and cemetery fund (if any) as stated above, so that no one component will exceed the authorized limitation for that component.  Under the GLVA, the 20 mills may be levied with an affirmative vote of at least 2/3 of the members of the Village Council, a vote of the electors is not required. [2:  It is my understanding that the Village does not separately levy taxes for cemetery purposes.  If that is incorrect, please let me know.] 

However, the ability of the Village Council to increase the Village’s millage rates up to the total 20 mill maximum is further limited by provisions of state law adopted to implement the provisions of the Headlee Amendment, through the process commonly known as “millage rollback” or “Headlee Amendment rollback.”
Headlee Amendment Rollback
Both the Headlee Amendment and the provisions of state law implementing the Headlee Amendment require the Village to annually calculate a Headlee Amendment rollback factor.  The annual rollback factor is added to the Headlee Amendment rollback factors determined in prior years to calculate the cumulative Headlee Amendment rollback factor, which is commonly referred to as the “millage reduction fraction.”  The total millage reduction fraction is applied to the Village’s millages that are authorized by the GLVA, like it would apply if the Village had any additional millages approved by the voters.  The actual mills that the Village can levy under the GLVA without voter approval is determined by applying the total millage reduction fraction to the maximum authorized millage rate.  
For example, the Village’s maximum general fund millage is 12.5 mills.  If the impact of the millage reduction fraction is 0.5 mill, then the maximum Headlee-reduced operating millage that the Village could levy would be 12.0 mills.  If the Village was levying a total of 11.5 mills for general fund purposes currently, it could increase the levy by an additional 0.5 mills without a vote of the Village electors (and pursuant to a 2/3 vote of the members of the Village Council). 
 Even if the Village increases the millage rates this year, the millage reduction fraction will likely reduce the levy in subsequent years.  The only way for the Village to fully restore the operating millage to the 12.5 mills authorized by the GLVA is to seek voter approval to “restore” the Headlee-reduced amounts and return the levy to 12.5 mills.  If the Village would ever like to increase the general fund and/or general highway fund millages above the Headlee-reduced maximum rates, the Village would need to as the Village’s electors for approval, and we could assist with that process.
Procedure to Increase Millage Rates for 2026
The Village has already published notice of the public hearing set for its May 29 special meeting, including a notice that a subject of the public hearing will be the proposed millage rate for the Village for 2026.  Although the Village cannot vote to increase the millage rate until after the public hearing, I would recommend that the Village Council discuss the potential increase they are considering during the discussion before the public hearing is opened.  This will allow the public to comment on the specific increase that is being considered by the Village Council.  After the public hearing, the Village may consider the draft resolution, and I have included blank spaces for the Village to insert the approved millage rates for 2026.
As discussed above, the maximum millage rate that the Village can levy under the GLVA for its general fund and general street fund have been reduced from the originally maximums of 12.5 mills and 5 mills.  Using the Village’s L-4029 form for 2025 and its draft L-4029 form for 2026, I have calculated the Headlee-reduced maximum millage rates as follows:
· General Fund – 12.5 mills originally authorized by GLVA
· 2026 Headlee-reduced maximum rate:  7.7153 mills
· General Street Fund – 5 mills originally authorized by GLVA
· 2026 Headlee-reduced maximum rate:  3.0861 mills
· Total Headlee-reduced maximum rate for the general fund and highway fund:
· 10.8014 mills
In 2025, the Village levied a total of 7.944 mills, and the Village Council could approve an increase of up to 2.8574 mills without a vote of the Village’s electors.  The Village Council would need to make sure that the millage rates for the general fund and the general street fund are lower than their respective Headlee-reduced maximum rates (7.7153 mills and 3.0861 mills, respectively).  The Village Council should separately determine the millage rates for the general fund and street fund millages to ensure that they are lower than their Headlee-reduced maximum rates, and then calculate the total millage rate.   
Again, please note that under the GLVA, any increase in the Village’s millage rates (which does not require voter approval under the Headlee Amendment) must be approved by a 2/3 vote of all of the members of the Village Council, or by at least five members.  This is different than typical votes which require only an affirmative vote of the majority of Village Council members that are present at the particular meeting.  I also note that although a vote of the electors is not required, members of the public can participate by commenting during the public hearing.  
Conclusion
I will be in attendance at the Village Council’s meeting this Friday, May 29 to assist the Village with the procedure to adopt the budget and to discuss whether the Village would like to approve a property tax increase, and the procedure to approve the increase if the Village Council does vote to increase the Village’s property tax millage rate.  



Very truly yours,[image: ]
Kathryn Z. Stegink

Enclosure
Sent by E-Mail
cc:	Brian Bennett (by e-mail)
	Jennifer Eardley (by e-mail)
	Lisa Sonday (by e-mail)
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