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Appleton
Ashland
Baraboo
Beaver Dam
Beloit
Cudahy

De Pere
Eau Claire
Fond du Lac
Green Bay
Greenfield
Kaukauna
Kenosha
La Crosse
Madison
Manitowoc
Marinette
Marshfield
Menasha
Merrill
Milwaukee
Monroe
Neenah
Oshkosh
Hacine
Sheboygan
Stevens Point
Superior
Two Rivers
Watertown
Waukesha
Wausau
Wauwatosa
West Allis
West Bend
Whitewater

Wisconsin Rapids

WISCONSIN ALLIANCE OF CITIES

14 W. MIFFLIN STREET #206 « MADISON, Wi 53703-2578
(608) 257-5881 FAX 257-5882 « EMAIL: wiscall@inxpress.net

December 12, 2001
To: Members of the Assembly Ways and Means Committee
From: Gail Sumi, Intergovernmental Coordinator

Re: AB 647 - Manufacturing Assessment

The Wisconsin Alliance of Cities supports AB 647, relating to manufacturing
assessment. Because the state and not municipalities assess manufacturing
property, responsibility for paying the interest if an assessment is successfully
appealed rightfully lies with the state,

Let me explain, when manufacturers successfully appeal an assessment of
their property, the refund of the overage puts cities in a bind. Even though the
state is responsible for assessing the property, current law requires the city to
pay the refund and the interest - at a rate of 9.6% annually. Although
overlying taxing jurisdictions reimburse the city for their portion of the
refund, the city alone is responsible for the interest payment.

The bill will require the state to pay the interest on manufacturing property if a
reviewing authority finds that the assessment was excessive or that the
property should be exempt. It caps the interest at a reasonable rate and allows
the state to provide the refund to the municipality in the biennium following
the municipality’s outlay.

In addition, AB 647 allows the municipality to provide a refund in five
installment payments if certain conditions are met. This will allow the
municipality to plan for the refund in their budgeting process and will lessen
the impact on property taxpayers.

We ask for your support of AB 647 and thank you for your consideration of
our comments.

Sustainable Cities for the 21st Century




‘ 202 State Street
Suite 300
Madison, Wisconsin 53703-2215
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To:  Representative Michael Lehman, Chair, Assembly Ways and Means Committee
Members of Assembly Ways and Means Commiittee

From: Curt Witynski, Assistant Director, League of Wisconsin Municipalities
Date: December 12, 2001
Re:  Support for Assembly Bill 647, Tax Refunds on Manufacturing Property

The second reason we support the bill is that it requires the state to reimburse municipalities for
interest paid on manufacturing property tax refunds. Under current law, the municipality alone is
responsible for paying the interest owed on manufacturing property tax refunds. We think it is
only fair that since the state is responsible for assessing manufacturing property, the state should
be responsible for the interest owed on refunds when it turns out that the assessed value was
incorrectly determined. Under the bill, the state would not reimburse interest paid on refunds
resulting from claims of unlawful tax or excessive assessment or of interest accrued after the date
of the determination of the appeal by the tax appeals commission. According to the fiscal
estimate prepared by DOR, the total state costs for reimbursing municipalities for interest

payments are not expected to be significant.

For the foregoing reasons, we urge the Committee to vote in favor of recommending passage of
AB 647. Thanks for considering our comments.
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WISCONSIN ALLIANCE OF CITIES

14 W. MIFFLIN STREET #206 » MADISON, WI 53703-2576
(608) 257-5881 FAX 257-5882 « EMAIL: wiscall @inxpress.net

December 12, 2001
To: Members of the Assembly Ways and Means Committee

From: Gail Sumi, Intergovernmental Coordinator

Re: AB 647 — Communication from Two Rivers

Please find reproduced on the back of this memo correspondence from
the City of Two Rivers in support of AB 647, related to manufacturing
assessment. The letter arrived after the public hearing this morning,

We look forward to your support of this legislation. If you have
concerns or questions that will keep you from supporting the bill,
please contact me in advance of the executive session on J. anuary 16,

2002.

Thank you.

Sustainable Cities for the 21st Century

e —————
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December 1972661

Ms. Gail Sumi
Intergovernmental Coordinator
Wisconsin Alliance of Cities
14W. Mifflin, Suite 206
Madison, WI 53703

Re: Assembly Bill 647

Dear Gail:

I regret that I am unable to come to Madison this Wednesday for the Committee meeting
regarding Assembly Bill 647.

As you are aware, the City of Two Rivers, which I represent, was required in the late
1990's to refund a very substantial amount of manufacturing taxes, plus interest, when an
assessment of property made by the Wisconsin Department of Revenue was overturned by the
Tax Appeals Commission. The Department of Revenue elected not to appeal the decision of the
Commission overturning the Department's assessment, relying on its authority to "nonacquiese"
to the decision under Section 73.01(4)(e).

Pursuant to that statute, the Commission's decision was not binding on the Department in
future cases. However, the decision was binding as to the City, and, as a result, the City was
compelled to refund what was for it a huge amount in taxes paid pursuant to an assessment it did
not make. It had no reason to believe the assessment would be found invalid, and so had no
reason to believe it would be liable for the refund, plus interest.

At that-time, no provision was made in the law allowing the City to pay the refund in
installments, as proposed in AB 647, nor were there limitations on the amount of interest payable
as is proposed. If the proposed Bill becomes law, municipalities, especially small municipalities,
will be given some relief from what can be a potentially enormous burden which has significant
implications for the budgeting and planning functions of a city and other jurisdictions within the
impacted taxation district.

JMB/blt

cc: Mr. Gregory E. Buckley, City Manager

MAN/688638.1 1028 SoutH 91 STREET PO. Box 2225 Mantowoc, WI 54221-2225

TELEPHONE: (920) 683-3500 and (920) 682-8181 Fax: (920) 683-9844 and (920) 682-2123 INTERNET: www.whdlaw.com
OFFICES IN MILWAUKEE, WT « MADISON, WI « MENOMONEE FALLS, WI « MaNtTOWOC, WI




Assembly Bill 647

2. Under current Law, the department of revenue, rather than municipalities, assesses
manufacturing property for property taxes. If the owner of manufacturing property appeals the
assessment, the municipality is required to refund the amount to the manufacturer, in one lump
sum. In addition, the municipality is required to pay the manufacturer interests and refund amount
at the rate of 9.6 percent annually.

3. Assembly Bill 647 would provide an option for a municipality to refund manufacturing property
taxes in five annual installments, rather than in one lump sum. This installment method would be
available if:

the municipalities property tax levy for general operations for the year of the refund is less than
$100 million (excludes Milwaukee Madison and Green Bay, based in 2001 tax levy).

The amount of the refund is at least one-quarter of one percent of the municipalities tax levy for
general operations for the year of the refund;

the amount of the refund is more than $1 0,000.

4. The bill also changes the interest rate paid on refunds. Currently, the interest rate is 9.6
percent annually (.8 percent a month). The bill would provide that the interest rate would be either
at a rate of 10 percent a year or a rate determined by the last auction of six-month treasury bills,
whichever is less. (Currently, about 1.6 percent).

5. The bill would require the department of administration, each biennium, to refund interest paid
by municipalities on refunds of manufacturing property taxes. This payment would be made both
for refunds made under the installment method provided by the bill and under the lump sum
method. ;

6.. The bill would first apply to the refund of taxes based on the January 1st, 2001 property tax
assessment. ;
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MEMORANDUM

December 3, 2001

TO: Joseph Kreye
Legislative Reference Bureau

FROM: Brian Pahnke
Department of Revenue

SUBJECT: Technical Memorandum on AB 647 - Appeals of Property Taxes Imposed on
Manufacturing Property

The department is concerned by language in Section 4 of the bill. Under section 4, the
department of administration would reimburse municipalities for interest payments made in the
previous biennium that "has accrued up to the date ofthe determination of the tax appeals
commission of the municipality's obligation”. There are two concerns. First, the language
limits the state's obligation to interest accrued up until a determination at the taxappeals
commission (TAC). Should an appeal of the TAC determination result in interest payments by
the municipality, the municipality would not be reimbursed for interest accrued after the TAC's
determination. Secondly, a TAC determination may relate to the propertys valuation and may
not address the "municipality's obligation". ‘

To address these two concerns, it may be preferable to replace the phrase "determination ofthe
tax appeals commission of the municipality's obligation" with "determination of the final
reviewing authority". Thus, the department of administration would reimburse municipalities for
interest accrued up to the date ofthe determination made by the final reviewing authority.

If you have questions regarding this technical memorandum, please contact Rebecca Boldt at
266-6785.
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Fiscal Estimate Narratives
DOR 12/5/01

LRB Number 01-3539/1 Jintroduction Number AB-647 lEstimate Type  Original
Subject ‘ b

Appeals of property taxes imposed on manufacturing property

Assumptions Used in Arriving at Fiscal Estimate

Under current law, manufacturing,properly owners may contest the valuation of their property to the state board
of assessors; appeal of decisions by the board of assessors are made to the tax appeals commission, Tax
appeal commission decisions may be appealed to the circuit court for Dane County.

Under current law, if a reviewing authority has not completed its work with respect to a particular objection prior
to the time the Property tax is extended, the tax levy is based on the contested assessed value of the property.
If the reviewing authority subsequently reduces the valuation of property, the taxpayer may file a ¢laim for a
refund. Interest on the refund Is paid at the rate of 0.8% per month. The municipality may charge back to the
other taxing jurisdictions their share of the refund but cannot charge back the interest paid.,

Under the bill, a municipality may pay the refund for manufacturing claims in five annual instalments if the
following conditions are met:

1) The municipality's property tax levy for general obligéﬁons for the year for which the taxes are to be refunded
is less than $100 million;

2) The refund is at least 0.25% of the municipality's levy for its general operations; and
3) The refund is more than $10,000. B

Each instalment, except the final one, must be equal to>2o% of the sum of the refund and interest. Under the

bill, the annual rate of interest is 10% or the rate determined by the last auction of six-month U.S, treasury bills,
whichever is less. ;

Under the bill, the department of administration shall refund municipalitiés for interest costs paid for refunds on
manufacturing property due to reduced valuation by a reviewing authority,

The bill would allow municipalities, except for the cities of Madison and Milwaukee, to Spread the cost of sizable
manufacturing Property tax refunds over five years.

The interest paid on manufacturing refunds would be tied to six-month U.S. treasury bills. According to the
November 29, 2001 Wal| Street Journal, the annual yield on a six-month U.S, treasury bill is 1.919%, Assuming
a 2% annual rate of interest for a $100,000 refund with interest accruing for one Year, a refund paid in equal
instalments over five years, the bill would result in the attached payment schedule,

Thus, the total interest paid under the bill would be $6,080 over five years compared to $9,600 ($100,000 x
(0.8% x 12 months) paid in one year under current law. Interest costs would rise as the discount rate for six-
month treasury bills increases. For example, a discount rate of 5% on six-month U.S, treasury bills would result
in total interest costs of approximately $15,500 compared to $9,600 under current law.

Municipalities would be reimbursed for interest on manufacturing property tax refunds resulting from a reduced
valuation by a review authority. However, the state would not reimburse interest paid on refunds resulting from
claims of unlawful tax or excessive assessment or for interest accrued after the date of the determination by the
tax appeals commission. Thus, if a municipality chooses to refund Mmanufacturing property taxes in instalments
over five years, the state would reimburse the municipality for the first year's interest payment only.

Data are not available to estimate total interest costs statewide; however, the tota] state costs are not expected
to be significant,

Long-Range Fiscal Implications

Qi omat B




AB 647: Payment Schedule for $100,000 Refund
12 Months Interest, 5-Instalments

Outstanding Annual " Instaiment

Instalment  Refund Interest Payment Amount
instalment  Refund ——==rayment Amount
1 $ 100,000 $ 2,000 $ 21,216

2 80,784 1,616 21,218

3 61,184 1,224 21,216

4 41,192 824 21,216

5 20,800 4186 21,216
TOTAL: $ 6,080 $ 106,080
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