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SENATE CHAIR ASSEMBLY CHAIR
BRIAN BURKE JOHN GARD
316-S Capitol 315-N Capitol
P.0O. Box 7882 P.O. Box 8952

Madison, WI 53707-7882

Madison, WI 53708-8952
Phone: (608) 266-8535

Phone: (608) 266-2343

JOINT COMMITTEE ON FINANCE

March 19, 1999

Secretary Cate Zeuske
Department of Revenue
125 South Webster Street
Madison, Wisconsin

Dear Secretary Zeuske:

We are writing to inform you that the Joint Committee on Finance has reviewed
the Department of Revenue lottery prize payout report, dated March 1, 1999,
pursuant to s. 565.02(7), Stats.

No objections to this report have been raised. Accordingly, the report is
approved.

Singerely,

& &y

BRIAN BURKE
Senate Chair

BB:.JG.dh

cc:  Members, Joint Committee on Finance
Robert Lang, Legisiative Fiscal Bureau
Vicky LaBelle, Department of Administration
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From; Senator Brian Burke p
Representative John: Csorcsi

Re: 14-Day Passive Rev&eg.w Apg‘rox@

Date: March 2, 1999
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ASSEMBLY CHAIR
JOHN GARD

315-N Capitol

P.O. Box 8852

Madison, WI 53708-8852
Phone: (608) 268-2343

Attachsd Is a copy of d report from the Depar’rmem of Revenue; dated March
1, 1999, which contains information on: ioﬁery saxles c:nd\ prize myou‘rs The
report, which recommends no chemges to the pr&ze payouT rcmo af this time,
requires 14-day passive review ang ODDrOVGﬁ by fhe Jomf C‘ommE?Tee on

Finance, pursuant fo s, 565.02(7), S‘m'rs

Please review the material and nonfy Sanamr Burka or ﬁepmsente;hve Gard no
later than March 18, 1999, If you have any goncems: cbou? the rebon‘ or If you

would like the Cormmiittes to meef forrnc:ﬂy T‘o discuss IT
Also, please contact us If you neeql fur?her informaﬂon
Attachment o .;'ij_" 7‘5: |
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Tommy G. Thompson ' Cate Zeuske

Governor Secretary of Revenue

March 1, 1999

The Honorable Brian Burke The Honorable John Gard

Co-Chair, Joint Committee on Finance Co-Chair, Joint Committee on Finance
Senator, 3™ Senate District Representative, 89" Assembly District
Room 319 South, State Capitol Room 315 North, State Capitol
Madison, WI 53708 Madison, W1 53708

Dear Senator Burke and Representative Gard:

Section 565.02(7), Wis. Stats., requires a report to the Joint Committee on Finance
every March 1, containing the following information:

A. An estimate, for the current and subsequent fiscal years, of gross revenues from
the sale of lottery tickets;

B. The total amount paid as prizes and the prize payout ratio for each type of lottery
game offered, based on these sales estimates; and

C. An evaluation of the effect of prize payout ratios of lottery games on lottery sales,
lottery operating costs and on maximizing the revenue available for lottery
property tax relief.

The 1999 report, which is attached, does not recommend any changes to the prize
payout ratio at this time. The Department of Revenue is conducting additional research over
the next few months and may request some specific changes by the committee. Please call
me if | can answer any questions.

Sincerely,

oM

Cateé Zeusk
Secretary of Revenue

Enclosure
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1999 Prize Payout Report ‘ Page 1
A. HISTORY AND RECOMMENDATIONS

The maximum average payout percentage that the Lottery can offer is subject to
approval by the Legislature’s Joint Committee on Finance. Section 565.02(7),
Wis. Stats., requires a report by the Lottery to the Joint Committee on Finance
every March 1, containing the foliowing information:

A. An estimate, for fiscal years 1998-99 and 1999-2000, of gross revenues
from the sales of lottery tickets;

B. The total amount paid as prizes and the prize payout ratio for each type of
lottery game offered, based on these sales estimates; and

C. An evaluation of the effect of prize payout ratios of lottery games on
lottery sales, lottery operating costs and on maximizing the revenue
available for lottery property tax relief.

In the first year of Lottery operation, FY1988-89, instant scratch and pulitab ticket -
prize payouts averaged about 50%. In the second year of operation the Lottery
Board introduced the first on-linefterminal generated game, Lotto America, with a
payout of 45% and increased average instant scratch and pulitab payouts to
60%. Between FY1989-90 and FY1993-94, average instant scratch payouts
increased by about 1%, while average instant pulltab payouts remained
constant. Average on-linefterminal generated game payouts have remained
between 45% and 50% since FY1991-92.

In May 1994 the Wisconsin Gaming Commission submitted the first Prize Payout
Report to the co-chairs of the Joint Committee on Finance. Following a hearing
on that report, the committee authorized an increase in the average instant
scratch ticket prize payout from about 61% to 63% and an increase in the
average instant pulltab ticket prize payout from about 60% to 62%. Average on-
linefterminal generated ticket prize payouts went unchanged. Subsequent
reports in March 1995 and 1996 did not seek to increase the instant or on-
line/terminal generated prize payout rates. However, the 1997 report suggested
that raising the payout on instant tickets would increase sales but the net effect
on proceeds available is not certain.

Additional research in the area of instant prize payouts was conducted and it
was found that many jurisdictions have higher prize payouts than actually stated
by offering free tickets, or by recycling unclaimed prizes and TV Game show
prizes. Offering these prizes without calculating those prizes as part of the
stated prize payout provide greater play value and thus, may increase total sales
and proceeds available for property tax relief. The Wisconsin Lottery does not
offer free tickets nor does it use unclaimed prizes to provide additional prizes to
winners. While the Wisconsin Lottery offers TV game show prizes, those prizes
are included as part of the stated average prize payout of 63%. However, the
current instant prize payout in Wisconsin is comparable to neighboring state
lotteries with similar demographics and population.

s\budget\issues\ifc\1 999 prize payout report



1999 Prize Payout Report Page 2

There is not an explicit limit on the average prize payout for on-
line/terminal generated games similar to what exists for instant games.
Currently, the average prize payout across all on-line/terminal generated
games averages 50.31%. The individual on-line/terminal generated games
have ranged from 45.00% to 53.5%. An initial analysis by Lottery staff
suggests that future on-line/terminal generated products will require prize
payouts similar to that of the instant games. In addition, a market
segmentation study conducted in 1997 highlighted Wisconsin residents’
desire for more Lottery winners.

' B. GROSS REVENUES FROM LOTTERY SALES (FY 1995-96 through FY
1999-2000)

Table 1 shows sales by game type for the past three years and projected sales
for the next two years. Total lottery sales peaked in FY 1894-95, reaching
almost $519 million and representing a 4.7% increase from the previous year.

The increase in sales in FY1994-95 was due entirely to a 13.4% increase in ’

sales of instant scratch games. Both pulltab and on-finefterminal generated
sales declined in that year.

Sales for both instant products declined in FY1997-98 while on-line/terminal
generated sales increased 5.10% resulting in an overall 2.83% decrease in total
ticket sales. Sales are expected to stabilize in FY 1999 as the Lottery
continues to rebuild its infrastructure. In October 1998 the Lottery added
12 Field Marketing Representatives to work directly with our retailers. This
is expected to strengthen our long-term relationship with the retailers, the
benefits of which will be better realized in the next fiscal year.

Table 1
Ticket Sales by Fiscal Year and Game Type

Instant $302,207,252 | $266,243,095 | $246,620,665 | $229,780,508 | $234,304,524
Scratch

Iinstant .

Pulltab $8.194,440 $7,170,540 $6,294.780 $5,352,284 $5.457 662
On-line/

terminal $171,722,268 | $157,677,534 | $165,724,843 | $183,509,010 | $187,122,015
generated

Total $482 123,060 | $431,091,168 | $418,640,287 | $418,641,800 | $426,884,200

Exhibits 1 through 4 are graphical representations of Lottery sales.
s:\budgetiissues\jfc\ 1999 prize payout report



1999 Prize Payout Report Page 3
C. TOTAL PRIZE PAYOUT RATIOS AND PRIZES PAID OR EXPECTED TO
BE PAID (FY 1995-96 through FY 1999-2000)

Table 2 shows the weighted actual average prize payout percentages by game
type for the past three years and estimated prize payout percentages for the next
two fiscal years. A weighted average is used to attribute more importance to
games with higher sales, instead of giving all games equal consideration. The
prize payout percentage is the average amount of the game’s cost that is
returned to players in the form of prizes. A game’s prize structure is used to
determine its prize payout percentage. Each individual game has a unique prize
structure that represents the number, value and odds of winning each prize in
that game.

Table 2
Weighted Average Prize Payout Percentages
by Fiscal Year and by Game Type
(percentages are rounded)

Instant 62.75% 62.91% 62.43% 62.92% 83.00%
Scratch

Instant 61 .06% 51.88% 61.78% 62.00% 62.00%
Pulltab

On-line/

terminal 47.94% 45 72% 48.60% 50.31% 50.31%
generated

Total 57.45% 56.61% 56.94% 57.31% 57.31%

Table 3 shows actual prizes paid during the past three fiscal years and expected
prizes to be paid in the next two fiscal years. Expected prizes to be paid in
FY1998-99 are calculated by taking the sales projection for each game multiplied
by the prize payout percentage for that individual game. FY1999-2000 expected
prizes are calculated by the projected sales multiplied by the prize payout
percentages for each fype of game. Actual prizes paid, as a percentage of
sales, may be less than the designed prize payout for several reasons, such as
winners not claiming their prizes.

s:\budgetiissues\jfc\1999 prize payout report
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Table 3
Actual Prizes Paid or Expected to be Paid
by Fiscal Year and by Game Type*

Page 4

Instant

Scratch $189,631,734 | $167,498,013 | $153,964,466 | $144,577.894 | $147,611,850
Instant

Pulltab $5,003,653 $4,437,004 $3,889,382 $3,318,416 $3,383,750
On-line/

terminal $82,330,739 | $72,085,236 $80,534,852 $92,323,383 $94,141,086
generated i
Total $276,966,126 | $244,020,253 | $238,388,699 | $240,219,693 | $250,136,686

*Prize amounts shown are based upon the accrual method. In certain situations
{i.,e. merchandise prizes) prizes are paid for up front (o the merchandise
These up front costs may create a transitory situation where prize

vendor).
payout zppears to be higher than it actually is.

The accrual method refiects

prizes as they are paid out to the players, and is consistent with WISMART
accounting procedures.

s\budgetiissues\ifc\ 1999 prize payout report




1999 Prize Payout Report Page 5

D. EVALUATION OF PRIZE PAYOUT RATIOS
On-line/Terminal Generated Games and the Prize Payout Ratio

As mentioned, the maximum payout percentage that the Lottery can offer is
subject to approval by the Legislature’s Joint Committee on Finance. On-
line/terminal generated prize payout ratios currently average 50.31% and range
between 48.2% and 53.5% for each on-linefterminal generated game. Statutory
provisions require that at least 50% of gross sales be returned to players as prize
payments (s. 25.75(3)(a), Wis. Stats.). Table 4 lists the on-line/terminal
generated games and associated prize payouts that have been offered to date in
Wisconsin.

TABLE 4
On-line/terminal generated Games and Corresponding Start Dates and
Prize Payout Rates

{LOTTO AMERICA 8/10/89 45.00% 4/18/92
MONEY GAME 4 9/13/93 47.00% 8/3/96
DAILY MILLIONS 9/16/96 45.10% 3/29/98
POWERBALL 4/19/92 Approx. 50.00%
WISCONSIN’S VERY OWN 6/18/92 53.50%
MEGABUCKS
SUPERCASH! 2/4/91 51.60%

CASH 4 LIFE 3/30/98 Approx. 50.00%
DAILY PICK 4 9/15/97 Approx. 48.40%
DAILY PICK 3 9/21/92 48.20%

Although there are many factors that impact sales in Wisconsin, a market
segmentation study, including focus group festing, conducted by the Angus Reid
Corporation for the Wisconsin Lottery quantified Wisconsin residents
participation in lottery activities. A total of 1,245 Wisconsin residents were
surveyed by telephone in June of 1997. The report sighted too few winners and
insufficient winner awareness as the primary cause of decreased play. Since the
time of that study, the Lottery has implemented plans to increase winner
awareness. The Lottery is now sending weekly faxes and winner's posters to
retailers, has created a “winner's wall”, has increased the amount of press
conferences and has developed a “Lottery Minute” segment for television
broadcast. Daily Millions which had a prize payout percentage of only 45% was
replaced in March 1998 with Cash 4 Life that has a prize payout percentage of
approximately 50%.

si\budgetiissues\ifc\1999 prize payout report




1999 Prize Payout Report Page 6
Frequency of Winners and the Prize Payout

Some industry professionals argue that lottery customers are substituting
alternative forms of gaming for lottery play. With the increase in number of
casinos throughout the country, lotteries are facing substantial competition for
the gaming dollar. Lottery products have low payouts and few winners relative to
other gaming markets. These factors give casinos a competitive advantage for
the discretionary gaming dollar.

As residents reallocate their disposable income in favor of other gaming
activities, lottery sales decrease, Lottery winners become less frequent and
ultimately, the Lottery becomes a less attractive activity to players. In both the
initial focus groups and the final survey, the results indicate that Wisconsin
residents are dissatisfied with their chances of winning a prize from the Lottery.
The following is an excerpt from the Wisconsin Lottery Segmentation Study:

“In both the quantitative and the qualitative research, the most
frequently mentioned reason for decreasing expenditures on lottery -
games has been the low incidence of winners. Not only do players feel
that they themselves aren’t winning, but also that they're not hearing of
any one else winning either. This single explanation was mentioned
four times as often as any other in response to this question for
scratch-off games and almost twice as often as others for on-
line/terminal generated games.”

Chart 1 summarizes the results of the study regarding reasons for decreased
lottery play. When asked about on-line/terminal generated products, 42% of the
respondents cited one of these three reasons for decreasing the amount they
spend on lottery;

¢ I'm not winning enough;
¢ Poor odds/less chance to win
¢ Don't hear of anybody winning

Evidence in chart 1 shows that the main reasons are not winning enough and the
poor odds. More winners at optimal prize levels are needed for the on-
linefterminal generated products. The Lottery has begun to address the issue of
players not hearing about winners by the following methods:

Weekly faxes to media outlets which include information about recent winners,
up-coming contestants for the Money Game TV Show, Powerball and
Megabucks information (winners, jackpot amount) and local stations on the
lottery television network including the times they show the Money Game TV
Show.

The Lottery has increased the number of winner's posters being sent to retailers.
A poster is now sent for all winners over $599, each TV show ticket winner,
bonus prize winners and Cash 4 Life winners.

sibudget\issues\jfc\ 1999 prize payout report
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The Lottery also produced a winner's wall for the state fair in 1998. A 10-foot
backdrop filled with winner's pictures was employed. Visitors made a point of
viewing the wall and then shared their own winning experiences. The Lottery will
be using the winner's wall at more special events in the future.

The Lottery has also increased the number of press conferences for winners,
and now has added a Lottery Minute that is shown twice per week on WISN-TV
channel 12 in Milwaukee. The Lottery Minute is also available to stations
throughout the state.

On-line/terminal generated Market Trends and Prize Payout

. Early developers of on-linefterminal generated games assumed that high
payouts were not necessary because large jackpot prizes would sustain
consumer interest. However, many states have experienced a steady decline in
jackpot game sales in recent years. Exhibit 5 shows the average Powerball sales
per jackpot level for Wisconsin. Exhibit 6 shows the average Megabucks sales
per jackpot level. Megabucks sales decreased, however Powerball sales set
records twice in the last year. In May, with a record jackpot of $185 million, a
sales record of $9.9 million was set. Two months later, in July, that sales record
was broken when sales reached $15 million for a jackpot of $295 million.

The distribution of on-linefterminal generated sales has shifted since the
Lottery’s inception. For example, sales for jackpot games which typically offer
large top prizes and low odds of winning smaller prizes have declined at
comparable jackpot levels while sales initially grew and now have stabilized for
games with smaller top prizes and higher odds of winning smaller prizes. The
Lottery has seen a reverse of this trend with a rule change for Powerball that has
led to higher jackpots and higher sales as referenced above although sales
continue to decline for lower jackpot levels.

All else being equal, games with smaller top prizes have the flexibility to offer a
greater number of prizes. Traditionally, instant scratch games offer prize
structures of this nature. This strategy has had industry-wide success and as a
result many lotteries are planning to apply the instant product marketing strategy
- to on-linefterminal generated games. :

MUSL and other states plan to continue development of new on-line/terminal
generated products which offer higher payouts and increased play value. These
enhancements are intended to provide more winners per game and increase
total lottery sales. One possibility is to offer on-line/terminal generated games on
a limited term basis. However, this approach presents some complications. On-
linefterminal generated games have historically been long-term investments
averaging no more than one new game per fiscal year. In addition, the statutory
requirement to print game odds on each ticket is a major obstacle to being able
to offer limited time offers in Wisconsin, due to the costs incurred in changing the
ticket stock.

s\budgetiissues\jfc\1999 prize payout-report
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Table 5 lists the current on-line/terminal generated estimated prize payout
percentage in other lottery jurisdictions in FY1998-99 and whether they plan to
raise their prize percentage. A “Yes” indicates a planned increase in on-
linefterminal generated payout for that lottery. It was found that sixteen
jurisdictions either presently have higher prize payout percentages than
Wisconsin or plan to increase the prize payout percentage in the next year. In
addition, one state currently has a prize payout percentage higher than
Wisconsin and is planning to increase that percentage.

s:\budgetiissues\jfc\1999 prize payout report




1999 Prize Payout Report Page 9

TABLE 5
On-line/Terminal Generated Prize Payout Across Lottery Jurisdictions

NJ 50% No
NM 50% No
NY 49% No

With the movement of launching more on-line/terminal generated games, more
frequently, and with higher prize payouts lies the concern that it is cost
prohibitive. Historically, lotteries had incurred large start-up costs to launch on-
line/terminal generated games. The majority of start-up costs are attributable to
computer software necessary to conduct an on-linefterminal generated game. In
Wisconsin, these start-up costs have been significantly reduced since conversion
to the new GTECH computer system. Wisconsin has subsequently launched
two new on-linefterminal generated games, Daily Pick 4 and Cash 4 Life.

s:\budget\issues\jfc\1999 prize payout report
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Instant Games and the Prize Payout Ratio
There are three common methods for generating additional payout:

e Recycling unclaimed prizes
o Offering free tickets
+ Participation in a TV game show

The lottery issued a survey to all United States lotteries asking them if they offer
free tickets and how they account for them. The Lottery also asked if they have
a TV game show that players participate in through instant scratch games and if
so, how they account for those prizes. Table 6 lists the resuits of that survey. it -
was found that eighteen states offer free tickets. Of those eighteen, twelve
account for them in the prize structure. Fifteen states either offer a higher prize
percentage or have plans to increase their prize percentage.

si\budgethissues\jfci 1999 prize payout report




1999 Prize Payout Report Page 11

Table 6
Actual vs. Stated Payouts on Instant Scratch Games
Across Lottery Jurisdictions

310

“Source: Wisconsin Lottery aneuiey,
Accounting Field Key:
Recorded as part of the prize structure.

Funded by unclaimed prizes.

Recorded as a reduction to sales.

From On-linefterminal generated games.

Expensed in proportion to each game's sales to total sales.
Advertising Budget.

TMOO WP

Based on the results of this survey, it appears that many jurisdictions use
alternate methods, such as unclaimed prizes, to fund TV game shows. These
states are returning more money to players in the form of “churn” prizes which
are small prizes typically reinvested in the game by players at the point of sale.

sbudgetiissues\ifc\1999 prize payout report




1999 Prize Payout Report Page 12

Unlike these jurisdictions, the Wisconsin Lottery’s unclaimed prizes are
deposited in the Lottery Fund to go directly toward property tax relief in
Wisconsin and are not used to recycle the money back to players as prizes.
Similarly, prizes for Wisconsin's Money Game TV Show are fully accounted for
as part of the overall 3% instant scratch payout percentage.

EE XL
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1999 Prize Payout Report Chart 1

Main Reasons For Spending Less Money On Lottery Games
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I'm Not Winning Enough
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Poor Odds/Reduced Chance to
Win

Not As Much Fun

| Forget To Play

Jackpots/Prizes Not Big Enough

Don't Hear of Anybody Winning
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TOTAL INSTANT SCRATCH TICKET SALES
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TOTAL INSTANT PULL-TAB TICKET SALES
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TOTAL LOTTERY TICKET SALES
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WISCONSIN POWERBALL AVERAGE SALES PER DRAW BY JACKPOT SIZE BY FISCAL
YEAR
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MEGABUCKS AVERAGE SALES PER DRAW BY JACKPOT SIZE BY FISCAL YEAR
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State of Wisconsin e DEPARTMENT OF REVENUE

125 SOUTH WEBSTER STREET # P.O.BOX 8933 ® MADISON, WISCONSIN 53705-8933 ® 603-265-6466 @ FAX 605-266-5T18 ® http:/lwww.dar, state, wi.ans

Tommy G. Thompson Cate Zeuske
Governor Secretary of Revenue
Aprit 5, 1999
RECEIVELY
APR 07 1999

The Honorable Brian Burke
Co-Chair, Joint Committee on Finance BY:
State Capitol, Room 316 South SE
Madison, Wisconsin 53702

Dear Senator Burke:

A summary report containing 1997 individual income tax statistics for Wisconsin school
districts, which the Department of Revenue is required by law to provide you, is enclosed.

Sections 73.03 (29) and (30), Wis. Stats., require the Department to collect and analyze
information from individual income tax filers concerning the school district in which they resided
during the taxable year, and to notify the presiding officers of both houses of the Legislature and the
co-chairs of the Joint Committee on Finance of the results of the analysis.

Space was provided on all individual income tax returns for taxpayers to indicate, using a
four-digit code, the school district in which they resided. These codes conform to the codes used by
the Department of Public Instruction. School district information was not requested of Homestead
credit claimants unless the claimant also filed an individual income tax return. Also, nonresidents
filing Wisconsin income tax returns were directed not to enter a school district code.

The error rate for the data is high, and only 78% of the 2,390,000 returns analyzed for the
report had a valid school district number. Approximately 289,000, or 12%, of the returns analyzed,
had an invalid numeric school district code, that is, the code was inconsistent with the municipality of
residence reported by the tax filer. Another 224,000 returns, 9% of those analyzed, had a non-
numeric code. The Department of Revenue is not able to edit the school district code because it
would substantially slow the processing of income tax returns. The municipality of residence
reported by the tax filer and the zip code on the return label are of limited usefulness in editing the
school district codes. School districts typically encompass several municipalities and zip codes, and
a single municipality or zip code area may lie in more than one school district. Further, there is a
high incidence of tax filer error in the reporting of the municipality of residence.

If you have any questions about the summary repor, please let me know.

Sincerely,

CZ:DC:skr
tisecltr\dc\schdist97burke.doc

Enclosure




Wisconsin Department of Revenue
Division of Research and Analysis
March 23, 1999

WISCONSIN SCHOOL DISTRICT STATISTICS FOR 1997
SUMMARY BY SCHOOL DISTRICT

This report summarizes, by school district, income tax information of the taxfilers who indicated
on their 1997 income tax returns that they resided in a given school district.

Care should be exercised in using these data, since there are several problems inherent in the
use of income tax data for measuring the ability to pay of school district property owners. First,
the school district income information does not include the income of individuals who do not file
tax returns because their income falls below the minimum filing requirements or because they

do not have tax refunds.

Second, the income shown on the tax return excludes other sources of income that are either
fully or partially exempt from tax (e.g. social security, public assistance, unemployment
compensation). Thus, the income data from tax returns provided for school districts may
understate the income of some districts.

Third, the income information does not include the income of nonresident property owners in the
district, nor does it include the income of corporations located in the school districts.

The following is an explanation of the document's column headings.

COLUMN HEADING EXPLANATION

School District Name Name of school district as used by the
Department of Public Instruction

District Number Code number of school district as used by
the Department of Public Instruction.

Return Count The number of income tax returns that
indicated a school district code regardless of
whether or not they reported any income,
(Husband and wife filing a joint return are
counted as one return).

Total Income - Amount The dollar total of all Wisconsin income
reported by taxpayers to a school district
before subtracting the standard deduction.

Total Income - Count The number of tax returns by school district
which reported Wisconsin total income (or
loss).

Net Taxable Income - Amount The dollar total of ali Wisconsin taxable

income after subtracting the standard
deduction as determined by taxpayers of a
school district. To be included, individual
taxable income must be greater than $0.



Net Taxable Income - Count

Net Tax - Amount

Net Tax - Count

ROW HEADING (At End of Report)

School Code/Tax District Mismaich

State Total (Valid Codes Only)

State Total (All Records)

The number of tax returns for a school district
which reported Wisconsin taxable income
greater than $0.

The dollar total of the net tax determined after
subtracting the dependent credit, senior
citizen credit, itemized deduction credit,
school property tax credit and married couple
credit. Such net tax determination is before
the minimum tax, sales tax due on out-of-
state purchases, endangered resources
donation, penalties on retirement plans, taxes
withheld, estimated tax payments, earned
income credit, Farmiand Preservation Credit,
income tax paid to another state, Homestead
Credit and farmland tax relief credit.

The number of tax returns for which net tax
was greater than $0.

Data pertaining to those tax returns which did
not indicate a correct school district.

Statewide totals of all of the columns for
school districts that met or exceeded the
87.5% validity criteria established by
representatives of the Departments of
Revenue, Administration and Public
Instruction, and the Legislative Fiscal Bureau.
The 87.5% validity criteria indicates that
87.5% of the returns in each tax district
(municipality) has a valid school district code.

Statewide totals of all of the columns for
records--this is the sum of the school
codeftax district mismatch and the state total
(valid codes).

This report can be found on the Department of Revenue website: www.dor.state. wi.us.
Copies are also available from the Wisconsin Department of Revenue, Division of Research and
Analysis, 125 S. Webster Street, P.O. Box 8933, Madison, Wi 53708-8933; telephone (608)

266-2700.

DC:skr
tArpt\dc\@7schdis.doc
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SYATE TOTAL -- YALID CODES ONLY

1,875,233 64,170,985,89% 1,874,233 58,811,632,398 1,651,156

SCONSIN DEPARTMENT OF REVENUE 19/720/98
YSTEMS AND DATA PROCESSING (TSTX022> g
WISCONSIN SCHOOL DISTRICT SUMMARY SYATISTICS FOR 13%7
DIST RETURN TDTA{ INCOME NET TAXABLE INCDME NET TAX
SCHOOL DISTRICT NANE NUMBER COUNT AMDUNT COUNT AMOUNT COUNT AMOUNT COUNT
SCH D OF WINTER 6615 1.151 25,171,976 1,151 20,845,523 245 1,111,119 34
| SCH D_OF WISCONSIN DELLS 5678 3,762 104,507,432 3,742 92,534,371 3,158 5,030,8 2:968
SCH O GF WISCOMSIN RAPIOS 6685 15,340 554,925,117 15,348 491,511,097 15,638 27:5)4,39 13,019
SCH D OF WIiTENBERG-BIRNAMWOCD 8692 2,607 2,125,504 2,647 53,605,098 2,255 5,430,319 2:135
[ SCH D _OF WONEWOC-UNEON CENTER 3 B0l 9,235,643 B91 +30B,106 65 874,39 5L
SCH & OF WOODRUFE J 1 8720 2:266 2,067,352 2:266 4,158,126 1,58; 3,493,472 1,872
SCH D OF WRIGHT;TUWN COHMUNETY 6134 1,362 47,998,820 1,382 445,546,587 1,228 2,535,879 1,189
 SCH D OF YORKVILLE J 6798 53& 24,570,818 536 25,090,001 487 L,304,252 175
SCHOOL CUBE / TAX ﬂiSTREC? MISMATCH 289,280 11,996.835,504 289,280 11,306,191 ,957 247,66 668,968,873 236,020

5,246,035,170 1,575,156

STATE TOTAL -« ALL RECORDS

2.,16%,513% 74,167,870,203 2,163,51% 70,117,824,355 1,898,796

3,894,984,045 1,811,156




Legislative Fiscal Bureau
One East Main, Suite 301 « Madison, W1 53703 « (608) 266-3847 » Fax: (608) 267.6873

November 18, 1999

TO: Members
Joint Committee on Finance

FROM: Bob Lang, Director

SUBJECT: Department of Revenue Certification of Consumer Price Index

On November 11, 1999, the Department of Revenue (DOR) certified the percentage change
in the Consumer Price Index (CPI) for use in the expenditure restraint program to the Co-chairs of
the Joint Committee on Finance, as required by s. 79.05(2m) of the state statutes. Relative to this
certification, no action by the Committee is required. Under the procedures established in state law,
DOR certified that the average CPI between October, 1998, and September, 1999, increased by
1.9% compared to the average CPI for the prior twelve months.

The percentage change is used, in part, to determine whether municipalities will qualify for
an expenditure restraint payment in 2001. Municipalities with a 1990(00) local purpose tax rate in
excess of five mills will be eligible for a 2001 aid payment if they restrict the growth in their
general fund budgets between 1999 and 2000 to a rate based in part on the change in the CPI. The
rate equals the change in the CPI plus an adjustment based on growth in municipal property values.
The property value adjustment is unique for each municipality and equals 60% of the percentage
change in the municipality’s equalized value due to new construction, net of any property
demolished or removed. The adjustment cannot be less than 0%, nor more than 2%. Therefore,
municipalities will have to limit the rate of increase in their 2000 budgets to 3.9%, or less, to
receive a 2001 expenditure restraint payment. DOR calculates the allowable rate of increase for
each municipality with a tax rate over five mills during the current year. At the same time that
DOR certifies the change in the CPI, DOR notifies each of these municipalities of the allowable
rate of increase for its budget so that the allowable rate is known at the time when municipal
officials set their budgets.

If you have additional questions about this procedure, please contact our office.

RO/1ah
 Attachment




State of Wisconsin ® DEPARTMENT OF REVENUE

125 BOUTEH WEBSTEN STREET ® F.0.DOX 1933 ® MADIFON, WISCONSIN SIMEIN13 & (00266 G4bk @ FAX 6B8-266-5713 @ Mitpr//fwew. der.siate. wins

Tommy G. Thompson Cate Zeuske
Governor Seereiary of Revenue

November 11, 1988

The Honorable Brian Burke, Co-Chair
Joint Committee on Finance

State Capitol, Room 316 South
Madison, Wi 53702

The Honorable John Gard, Co-Chair
joint Committee on Finance

State Capitol, Room 315 North
Madison, Wi 53702

Dear Senator Burke and Representative Gard:

State law requires the Department of Revenue to certify annually to the Joint Commitiee
on Finance the percentage change in the Consumer Price Index (CPI) used to determine a :
municipality's eligibility for a payment under the expenditure restraint program. The Department
certifies that the percentage change for 2001 payments is 1.9%.

Sec. 76.05(1)(am), Wis. Stats., provides that the inflation factor for the expenditure
restraint program be the average annual percentage change in the CP1 for all urban consumers
(CPI-U), U.S. city average, for the twelve months ending on September 30. The Department’s
certification of this percentage is required in sec. 75.05(2m).

Caleulation of the inflation factor is shown in the attached table. If you have any
questions about our calculation, piease contact me.

ﬁ:
Cate Zeusk%

Secretary of Revenue

CZ.0P:skr
t\secithdp\burke.d11.doc

Attachment




ohsumer Price index for an Consumers -
U.S. City Average, All ltems, Not Seasonally Adjusted
1982-84=100
Source: Bureau of Labor Statistics, U.S. Department of Labor |
190758 | 1998-99
clober 8T8 | 1640 |
November 815 1 164.0 |
December N 4813 | 1638 |
January ™ B8 1543
February 1619 | 1645 |
arch T2 [T 1850
April 1826 | 166.2
ay 11828 | 1682
une T 1630 | 1862
uly ‘ T 1832 | 18BT
Augtist “— 11834 [ 167.7 |
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Tommy G. Thompson

Governor

The Honorable Brian Burke, Co-Chair
Joint Committee on Finance

State Capitol, Room 3186 South
Madison, Wl 53702

The Honorable John Gard, Co-Chair
joint Committee on Finance

State Capitol, Room 315 North
Madison, Wl 53702

Dear Senator Burke and Representative Gard:

November 11, 1999

Cate Zeuske
Secretary of Revenue

. ?{y’

RECREIVED)

NCV 15 1898

State law requires the Department of Revenue to certify annually to the Joint Committee
on Finance the percentage change in the Consumer Price Index (CP1) used to determine a
municipality’s eligibility for a payment under the expenditure restraint program. The Department
certifies that the percentage change for 2001 payments is 1.9%.

Sec. 79.05(1)(am), Wis. Stats., provides that the inflation factor for the expenditure
restraint program be the average annual percentage change in the CP! for all urban consumers
(CPI-U), U.S. city average, for the twelve months ending on September 30. The Department’s
certification of this percentage is required in sec. 79.05(2m).

Calculation of the inflation factor is shown in the attached table. if you have any
questions about our calculation, please contact me.

CZ:DP:skr
tAsecitridpiburke.d11.doc

Attachment
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Secretary of Reveplie
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Consumer Price Index for All Urban Consumers (CPI-U)
U.S. City Average, All Items, Not Seasonally Adjusted

1982-84=100
Source: Bureau of Labor Statistics, U.S. Department of Labor
1997-98 | 1998-99

October 161.6 164.0
November 161.5 164.0
December 161.3 163.9
January 161.6 164.3
February 161.9 164.5
March 162.2 165.0
April 162.5 166.2
May 162.8 166.2
June 163.0 166.2
July 163.2 166.7
August 163.4 167.1
September 163.6 167.9
Average 162.4 1655
% Change 1.9




z ?‘}‘; State of Wisconsin e pEPARTMENT OF REVENUE

125 SOUTH WEBSTER STREET @ P.O.BOX 8933 @ MADISON, WISCONSIN 53708-8933 ® 608-266-6466 ® FAX 608-266-5718 ® http://www, dor.state. wi.us

Tommy G. Thompson

December 21, 1999

Honorable Brian Burke

Co-Chair, Joint Committee on Finance
Room 316 South, State Capitol
Madison, WI 53702

(608) 266-8535

Honorabie John Gard

Co-Chair, Joint Committee on Finance
Room 315 North, State Capitol
Madison, WI 53702

(608) 266-2343

Dear Senator Burke and Representative Gard:

On December 7, 1999 | sent you the department’s plan for implementation
of the Lottery retailer performance program. 7999 Wisconsin Act 9
requires that the Joint Committee on Finance approve the plan before
funding for this program is released from unallotted reserve.

While our December 7" report presents the basics of our plan for the
retailer performance program, | would like to take the opportunity to submit
a more detailed plan that will answer some of the questions raised in a
December 20" memo from Legislative Fiscal Bureau. Please look for an
amended DOR plan for this program in January of the coming year.

Thank you.

Sincerely,
Cate Zeuske
Secretary

cc: Bob Lang, Legislative Fiscal Bureau

Cate Zeuske
Secretary of Reveniie




State of Wisconsin e DEPARTMENT OF REVENUE

125 SOUTH WEBSTER STREET ® P.0Q.BOX 3933 ® MADISON, WISCONSIN 53708-3933 ® 608-266-6466 ® FAX 608-266-5718 ® hitp://www.dor.state. wius

Tommy G. Thompson Cate Zeuske

Governor Secretary of Revenue

January 31, 2000

The Honorable Brian Burke

Co-Chair, Joint Committee on Finance
State Capitol, Room 316 South
Madison, Wl 53702

Dear Senator Burke:

A summary report containing 1998 individual income tax statistics for Wisconsin school
districts, which the Department of Revenue is required by law to provide you, is enclosed.

Sections 73.03 (29} and (30), Wis. Stats., require the Department to collect and analyze
information from individual income tax filers concerning the school district in which they resided
during the taxable year, and to notify the presiding officers of both houses of the Legisiature and the
co-chairs of the Joint Committee on Finance of the results of the analysis.

Space was provided on all individual income tax returns for taxpayers to indicate, using a
four-digit code, the school district in which they resided. These codes conform to the codes used by
the Department of Public Instruction. School district information was not requested of Homestead
credit claimants unless the claimant also filed an individual income tax return. Also, nonresidents
fifing Wisconsin income tax returns were directed not to enter a school district code.

The error rate for the data is high, and only 78% of the 2,414,000 returns analyzed for the
report had a valid schoot district number. The Department of Revenue is not able to edit the school
district code because it would substantially slow the processing of income tax returns. The
municipality of residence reported by the tax filer and the zip code on the return label are of limited
usefulness in editing the school district codes. School districts typically encompass several
municipalities and zip codes, and a single municipality or zip code area may lie in more than one
school district. Further, there is a high incidence of tax filer error in the reporting of the municipality
of residence.

If you have any questions about the summary report, please let me know.

ﬁeéerely, 2
e Zeusk

Secretary of Reyenue

CZ:DC:skr
fAseclindc\burke.229.doc

Enclosure



Wisconsin Department of Revenue
Division of Research and Analysis
January 31, 2000

WISCONSIN SCHOOL DISTRICT STATISTICS FOR 1998
SUMMARY BY SCHOOL DISTRICT

This report summarizes, by school district, income tax information of the taxfilers who indicated
on their 1998 income tax returns that they resided in a given school district.

Care should be exercised in using these data, since there are several problems inherent in the
use of incomne tax data for measuring the ability to pay of school district property owners. First,
the school district income information does not include the income of individuals who do not file
tax returns because their income falls below the minimum filing requirements or because they
do not have tax refunds.

Second, the income shown on the tax return excludes other sources of income that are either
fully or partially exempt from tax (e.g. social security, public assistance, unemployment
compensation). Thus, the income data from tax returns provided for school districts may
understate the income of some districts.

Third, the income information does not include the income of nonresident property owners in the
district, nor does it include the income of corporations located in the school districts.

The following is an explanation of the document's column headings.

COLUMN HEADING EXPLANATION

School District Name Name of school district as used by the
Department of Public Instruction

District Number Code number of school district as used by
the Department of Public Instruction.

Return Count The number of income tax returns that
indicated a school district code regardiess of
whether or not they reported any income.
(Husband and wife filing a joint return are
counted as one return).

Total Income - Amount The dollar total of all Wisconsin income
reported by taxpayers to a school district
before subtracting the standard deduction.

Total Income - Count The number of tax returns by school district
which reported Wisconsin total income (or
loss).

Net Taxable Income - Amount The dollar total of ali Wisconsin taxable

income after subtracting the standard
deduction as determined by taxpayers of a
school district. To be included, individual
taxable income must be greater than $0.



Net Taxable Income - Count The numbér of tax returns for a schoo! district
which reported Wisconsin taxabie income
greater than $0.

Net Tax - Amount The dollar total of the net tax determined after
subtracting the dependent credit, senior
citizen credit, itemized deduction credit,
school property tax credit, working families
credit and married couple credit. Such net
tax determination is before the minimum tax,
sales tax due on out-of-state purchases,
endangered resources donation, penalties on
retirement plans, taxes withheld, estimated
tax payments, earned income credit,
Farmiand Preservation Credit, income tax
paid to another state, Homestead Credit and
farmland tax relief credit.

Net Tax - Count The number of tax returns for which net tax
was greater than 30.

ROW HEADING (At End of Report)

School Code/Tax District Mismatch Data pertaining to those tax returns which did
not indicate a correct school district.

State Total (Valid Codes Only) Statewide totals of all of the columns for
school districts that met or exceeded the
validity criteria established by representatives
of the Departments of Revenue,
Administration and Public instruction, and the
Legislative Fiscal Bureau.

State Total (All Records) Statewide totals of ali of the columns for
records--this is the sum of the school
codeftax district mismatch and the state total
{valid codes).

This report can be found on the Department of Revenue website: www.dor.state.wi.us.
Copies are also available from the Wisconsin Department of Revenue, Division of Research and
Analysis, 125 S. Webster Street, P.O. Box 8933, Madison, WI| 53708-8933; telephone (608)
268-2700.

DC:skr
t\rptidc\@8schdis.doc
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NS I A TN R TR tTeTx022) 19724739
SYSTEM WISCONSIN SCHODL GISTRICT SUMMARY STATISTICS FOR 1998
BEEF RETURN FOTAL INCOME TTREY TAXABLE INCOME NET TAX

SCHOOL BISTRICT NAME NUMBER COUNT AMOUNT CGUNT AMOUNT LOUNT AMOUNT COUNT
o c WINTER 4615 1,183 27,458,05] 1,183 23,260,189 934 1,175,671

EH B B WISIERSIN pELLS 4678 3,892 usig 5,89 33992 155,800,335 3,582 5,446, B20 2,838
CH D DF WISCONSIN RAPIDS &685 15,615 558,518,864 15,415 524,938,509 15,794 27,808,625 12,218
CH = WIT]ENBERG-BIKNAMWOOD 6692 Z2.68% 79,409,86 2,684 70,969,155 2,291 3,638,576

& B OF WonGno-ONION CENTER £713% "B52 21:582,71 857 18,457,045 is 937052 23l
T — g pa peenlll Ta manes L oacdi gl

= S 5 r

B D BF YRReVEI[2™ 3 £748 '5£0 24,757,177 "5&d 35,515,271 497 {:880.84¢ 383
CHODL, CODE 7 TAX DISTRICT MISHATCE 504,508 75,%85,524,517 BO4,308 22,227,954,358 442,435 1,203,646,078  GO0,595

STATE TOTAL -= YALID COGES CNLY

1,909,808 68,788,292,390 1,909,808 63,48%,015,440 1,670,461 3,31),864,499 1,496,325

STATE TOTAL -- ALL RECORDS

2,414,116 92,177,816,902 2,414,116 B85,716,969,796 2,112,894 4.515,490,568 1,897,454




Legislative Fiscal Bureau
One East Main, Suite 301 « Madison, W1 53703 « (608} 266-3847 « Fax: {608) 267-6873

November 1, 2000

TO: Members
Joint Commuttee on Finance

FROM: Bob Lang, Director

SUBJECT: Department of Revenue Certification of Consumer Price Index

On November 1, 2000, the Department of Revenue (DOR) certified the percentage change in
the Consumer Price Index (CPI) for use in the expenditure restraint program to the Co-chairs of the
Joint Committee on Finance, as required by s. 79.05(2m) of the state statutes. Relative to this
certification, no action by the Committee is required. Under the procedures established in state law,
DOR certified that the average CPI between October, 1999, and September, 2000, increased by
3.2% compared to the average CPI for the prior twelve months.

The percentage change is used, in part, to determine whether municipalities will qualify for
an expenditure restraint payment in 2002. Municipalities with a 2000(01) local purpose tax rate in
excess of five mills will be eligible for a 2002 aid payment if they restrict the growth in their
general fund budgets between 2000 and 2001 to a rate based in part on the change in the CPL. The
rate equals the change in the CPI plus an adjustment based on growth in municipal property values.
The property value adjustment is unique for each municipality and equals 60% of the percentage
change in the municipality’s equalized value due to new construction, net of any property
demolished or removed. The adjustment cannot be less than 0%, nor more than 2%. Therefore,
municipalities will have to limit the rate of increase in their 2001 budgets to 5.2%, or less, to
receive a 2002 expenditure restraint payment. DOR calculates the allowable rate of increase for
each municipality with a tax rate over five mills during the current year. At the same time that
DOR certifies the change in the CPI, DOR notifies each of these municipalities of the allowable
rate of increase for its budget so that the allowable rate is known at the time when municipal
officials set their budgets.

If you have additional questions about this procedure, please contact our office.

RO/lah
Attachment




State of Wisconsin e DEPARTMENT OF REVENUE
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Tommy G. Thompson Cate Zeuske
Governor Secretary of Revenue

November 1, 2000

The Honorable Brian Burke, Co-Chair S yoEo T
Joint Committee on Finance SR oo
State Capitol, Room 316 South Lo

Madison, Wi 53702 o K’!'ﬁ\/—"‘ A

The Honorabie John Gard, Co-Chair Ry
Joint Committee on Finance [ Lo
State Capitol, Room 315 North

Madison, W! 53702

Dea.r Senator Burke and Representative Gard:

State law requires the Department of Revenue annually, on November 1, to certify to the
Joint Committee on Finance the percentage change in the Consumer Price Index (CPI) used to
determine a municipality’s eligibility for a payment under the expenditure restraint program. The
Department certifies that the percentage change for 2002 payments is 3.2%.

Sec. 79.05(1)(am), Wis. Stats., provides that the inflation factor for the expenditure
restraint program be the average annual percentage change in the CPI for all urban consumers
(CPI-U), U.S. city average, for the twelve months ending on September 30. The Department’s
certification of this percentage is required in sec. 79.05(2m).

Calculation of the inflation factor is shown in the attached table. If you have any
questions about our calculation, please contact me.

Sincerely,
‘ L
- 5
s QN
e Zeuske
Secretary of Revénue

CZ:DP:skr
t\seciti\dp\burke.n18.doc
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CONSUMER PRICE INDEX FOR ALL URBAN CONSUMERS (CPI-U)
U.S. CITY AVERAGE, ALL ITEMS, NOT SEASONALLY ADJUSTED

1982-84=100

1998-99 1998-00
October 164.0 168.2
November 164.0 168.3
December 163.9 168.3
January 164.3 168.8
February 164.5 168.8
March 165.0 171.2
April 1686.2 171.3
May 166.2 171.5
June 166.2 172.4
July 166.7 172.8
August 1671 172.8
September 167.9 173.7
Average 165.5 170.8
% Change 3.2

Source: Bureau of Labor Statistics, U.S. Department of Labor




