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OF MICHIGAN

DETROIT BALLOT ISSUE

PROPOSAL S — SCHOOL OPERATING MILLAGE REPLACEMENT

Ballot question: Shall the limitation on the total amount of taxes which may be assessed
against all property, except principal residences and other property exempted by law, situated
within the Detroit Public Schools Community District, County of Wayne, Michigan, be increased
in the amount of 24 mills with 18 mills being the maximum allowable annual levy ($18.00 on
each $1,000 of taxable valuation), for a period of twenty (20) years, 2026 to 2045, inclusive?
This operating millage if approved and levied, would provide estimated revenues to the School
District of $112,000,000 during the 2026 calendar year, to be used for general operating
purposes.

If Proposal S passes: Existing school operating taxing authority effectively would be
transferred from Detroit Public Schools (DPS) to Detroit Public Schools Community District
(DPSCD). This would allow DPSCD to receive its full 2026-27 state foundation allowance of
$10,300 per student. The tax is expected to generate $112 million in 2026 for the district’s
portion of the state-local funding formula, or about $2,300 for each of the roughly 49,000
pupils counted in the foundation allowance formula. Proposal S asks Detroit voters to approve
the operating millage through 2045.

If Proposal S is rejected: DPSCD would have to seek approval for the 18-mill tax at another
election before July 2027. Without voter approval by then, the district would need to reduce
or otherwise adjust its $1.1 billion 2026-27 general fund budget by at least $112 million, or
roughly 10 percent.

Major issues to consider: Voters providing authorization to eventually authorize DPSCD to
levy the local school operating tax was a key part of the 2016 state-financed DPS financial
recovery package. The State of Michigan provided ten years of state-financed legacy operating
debt repayments. Once all DPS’s legacy debts are repaid (September 2026), the local school
operating taxing authority must transfer to DPSCD to allow the district to receive its full per-
student foundation allowance consistent with the local-state funding arrangement used by
other Michigan school districts.

Introduction

Proposal S on the August ballot in Detroit represents the final step in the
State of Michigan’s ten-year plan to free Detroit Public Schools of its legacy
operating debts and align the district with other Michigan traditional public
school districts for financing the per-student foundation grant. To receive the
full foundation amount, a district must levy the 18-mill local school operating
tax on non-homestead property (not primary residences). The state then
pays the difference between the local revenue generated per student and
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Background

the foundation amount set annually by the legislature. (Note: The foundation
grant for charter schools is funded entirely by state dollars because charters
do not have taxing authority.) For the current $10,300 per-student foundation
allowance, the local tax will generate roughly $2,300 per-student for Detroit
schools and the state School Aid Fund will contribute $8,000 per student.

If the local tax is not collected, the state is not required to make up the

local share. Proposal S asks voters to authorize the Detroit Public Schools
Community District to collect the school operating tax beginning in 2026.

After years of state oversight and being under the control of state-appointed
emergency managers from 2008 to 2015, by the end of the 2014-15 school
year Detroit Public Schools (DPS) had amassed over $3.5 billion in operating
debts and capital liabilities. This total included an almost-$350 million
accumulated budget deficit, the result of years of over-spending, missed
vendor payments, and financial mismanagement. Financing this massive
budget deficit cost the district nearly $1,100 per student (15 percent) from
its $7,400 per-student foundation allowance in 2015-16; funds that should
have been used to serve current students’ academic and health needs, not to
cover the district’s past over-spending.

As the 2015-16 school year progressed, it was clear that the severity of the
financial, operational, and student academic challenges facing the district
would require state intervention. State-imposed emergency management had
been tried multiple times but didn’t work. Something different was needed

to free the district from its legacy debts and adequately control its mounting
fiscal and operational problems, while ensuring that Detroit schoolchildren
continued to be served by the state’s largest public school district.

In late spring 2016, a state legislative package was enacted to address DPS's
financial and operational problems. This package changed how the 18-mill
operating tax would be used for a limited period. (A mill is a unit of taxation
that equates to $1 of tax for every $1,000 of taxable value.) The central
feature of the package was the creation of a new, debt-free district, governed
by a locally elected board, to provide K-12 education to Detroit students
beginning in the 2016-17 school year — Detroit Public Schools Community
District (DPSCD). The original, or “old,” district — Detroit Public Schools

(DPS) — remained in place only to collect the existing voter-approved 18-mill
tax and redirected the proceeds to repay legacy debt and the accumulated
budget deficit.
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While the legislation created a state funding mechanism to pay off the
district’'s operating debts, it did not change how DPS financed nearly $1.7
billion in combined capital debt and related state revolving fund loans. DPS
would continue to levy its dedicated local debt millage, which is capped by
state law at 13 mills.

To ensure Detroiters were not “double taxed” because of the state’s
intervention, the legislation prohibited the “new” district — DPSCD — from
levying an operating tax while the “old” district — DPS — levied the tax to
repay its legacy debts (note: both districts share the same geographic
boundaries, i.e., tax base). Also, to ensure funding for students attending
the DPSCD was not negatively impacted while the school operating tax
proceeds were being redirected, the legislation created mechanisms to
annually provide sufficient state funds to “backfill” the redirected operating
tax proceeds. This meant that beginning with the 2016-17 school year,

the State of Michigan would be responsible for 100 percent of DPSCD’s
annual foundation allowance. The state set aside $617 million of its tobacco
settlement proceeds for this purpose with any future “backfill” funding
coming from the state’s General Fund and School Aid Fund. For the 2025-
26 school year, the state provided the district with $124 million from the
state School Aid Fund to cover the local portion of its $10,050 per-student
foundation allowance.!

The financial plan also included a $150 million state emergency loan to cover
DPS’s transition costs. The loan, issued in July 2016, was also repaid from
local operating tax revenue. It required interest-only payments for the first six
years, followed by increasing annual principal payments beginning September
1, 2022. The final $4.5 million payment is scheduled for September 1, 2026,
and is the last legacy debt item eligible to be repaid with redirected local
operating tax revenue. When the 2016 legislation was enacted, state officials
projected that it would take 10 years for DPS to repay its legacy operating
debts, including the $150 million state loan (see Chart 1 on page 4).

Under the state-financed legacy debt retirement plan, once all debts are
repaid with the redirected school operating tax revenue, DPS no longer needs
to levy its operating tax. DPSCD must then seek voter approval to collect the
18-mill tax and use the revenue to fund the local share of its per-student
foundation allowance, consistent with the local-state funding arrangement
used by other Michigan school districts. At the same time, the state would
end backfill payments for DPSCD’s foundation allowance.

1 Since 2016, the State of Michigan appropriated a total of $850 million from several sources ($617 million tobacco
settlement funds, $124 million School Aid Fund, and $108 million General Fund) to cover the local portion of the
DPSCD foundation allowance while the local operating tax proceeds were redirected to legacy debt repayment.
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Chart1
Detroit Public Schools Outstanding Legacy Operating Debts by Year
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Note: Figures represent principal amounts outstanding at year end and do not include future
interest payments due.

Proposal S - Summary and Analysis

To fulfill the last leg of the state’s plan to repay DPS legacy operating debts,

DPSCD must receive voter approval before it may levy the local school

operating tax. Although the tax is already authorized for DPS to levy through
2033, the state constitution requires voter approval for DPSCD to levy it. On

the August 4 ballot, Detroit voters will decide whether to authorize DPSCD to
levy the tax, beginning in 2026, on all hon-homestead property in the district

that is not exempt under state law.

The outstanding balance of DPS'’s operating debts, $4.5 million of the

emergency loan, is scheduled for repayment on September 1, 2026. At that
point, DPS will no longer be allowed under state law to use the tax proceeds

for operating debt repayment. Because DPS no longer educates students,

it also has no operating expenses to fund. Together, these factors make the

operating tax available to support DPSCD operations.



Authorization for DPSCD to levy the tax will not result in an increase in

the tax rate levied on Detroit properties, it merely shifts the governmental
entity authorized to levy the existing tax. If Proposal S is approved, DPSCD
would use the tax proceeds only to fund the local portion of its per-student
foundation allowance, the main source of operating revenue for Michigan
public schools.

To receive its full 2026-27 foundation allowance of $10,300 per student,
DPSCD must secure voter approval to levy the 18-mill tax before its fiscal
year ends on June 30, 2027. The tax is expected to generate $112 million in
2026, or about $2,300 for each of the roughly 49,000 pupils counted in the
state’s foundation allowance formula. The state School Aid Fund will fund the
balance, $8,000 per pupil, to make up the full foundation allowance. Proposal
S asks Detroit voters to approve the operating millage for 20 years (through
2045), the maximum allowed under state law.?

If voters reject Proposal S in the August primary, DPSCD would have to seek
approval for the 18-mill tax at another election before July 2027. Without
voter approval by then, the district would need to reduce its $1.1 billion
2026-27 general fund budget by at least $112 million, or roughly 10 percent.

The “old” Detroit Public Schools district will continue to exist solely for the
purposes of levying the debt millage necessary to repay all remaining capital
debts. As of June 30, 2025, DPS financial reports show the district had $982
million of capital debt outstanding and another $417 million of associated
long-term state borrowing. The district will continue to levy its existing voter-
approved 13-mill debt millage through 2040 to repay these legacy debts and
applicable interest. Under the 2016 state legislation, after the State Treasurer
confirms that all DPS’s operating and capital legacy debts have been repaid,
DPS will be fully dissolved and any remaining assets transferred to DPSCD.
The earliest this will happen is 2040 based on current debt service schedules.

2 It should be noted that Proposal S has a “built-in” Headlee override provision that will effectively prevent the
DPSCD school operating tax rate from dropping below the maximum 18 mills allowed under state law. The Headlee
Amendment to the Michigan Constitution requires a local taxing authority, including school districts, to reduce its
millage rate when annual growth on existing property is greater than the rate of inflation. By approving this override
provision, the annual millage rate will not be “rolled back” and DPSCD will receive its full foundation allowance
amount for the foreseeable future. Other school districts have included similar automatic Headlee override provisions
when asking voters for school operating millage authorization; DPS did so in 2024.
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A Fact Tank Cannot Run on Fumes

Do you find this report useful and want to support analysis that will lead to better policy decisions and
better government in Michigan? Your support of Citizens Research Council of Michigan will help us to
continue providing policy makers and citizens the trusted, unbiased, high-quality public policy research
Michigan needs.

You can learn more about the organization at www.crcmich.org/about. If you found the contents of this
report useful and wish to help fill the fact tank so we can carry on our mission, please visit www.crcmich.org/
donate or fill out the form below and send it to:

Citizens Research Council of Michigan
38777 Six Mile Road, Suite 208
Livonia, MI 48152-3974

YES! I want to help fill Michigan’s Fact Tank
and support sound public policy in Michigan!

NAME

ADDRESS

EMAIL / PHONE

e I wish to make a one-time, tax-deductible gift of: $
e I wish to pledge a total of $ with an initial payment of $
e I would like my contribution to support: ____ Annual Fund ____ Endowment
e I would like to plan a gift for the Citizens Research Council from my estate
e Please mark my gift:
O Anonymous [ 1n Honor of:
[] In Memory Of:

o Gift will be matched by:

Or donate online at www.crcmich.org/donate




