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Legislative Fiscal Bureau
One East Main, Suite 301 * Madison, WI 53703 « (608) 266-3847 » Fax: (608) 267-6873

November 8, 2004

FROM: Rick Olin, Fiscal Analyst

SUBJECT: Municipal Aid Estimates Under Alliance of Cities Proposal

At your request, I have prepared the attached printout that estimates aid payments under a
proposal by the Wisconsin Alliance of Cities.

The printout is arranged in county order, and within each county, local governments are
grouped alphabetically by municipal type. Municipal names are displayed in the printout’s first
column. Some municipalities are located in more than one county. For purposes of this exercise,
the portions of those municipalities have been combined and are reported as a single municipality in
the county where the majority of the municipality's property value is located.

The printout provides estimated payment increases relative to 2004 payments for
municipalities under the county and municipal aid program. The "base” payments for 2004 are
reported in the printout’s second column and total $702.48 million. For 2004, these payments will
be funded with general purpose revenues and with segregated revenues from the transportation fund
and the utility public benefits fund. It should be noted that reductions have not been made to reflect
medical assistance transfer payments. The amounts do not include an estimated $16.72 million in
payments to municipalities under the utility aid component of the shared revenue program, $58.15
million in municipal payments under the expenditure restraint program, or $174.31 million in
estimated payments to counties.

Under the proposal, total municipal aid would increase each year by an amount that would
cause the state to maintain its commitment to the county and municipal aid program in percentage
terms relative to other programs included in the state’s general fund budget. For example, since
$702.48 million in 2004 municipal aid payments represents 6.5% of available general fund
revenues in 2003-04, aid payments in 2005 would increase by an amount equal to 6.5% of the
increase in available general fund revenues for 2004-05. Under this formula, $60.85 million in



payment increases would be available for distribution in 2005. The Alliance proposes to distribute
25% of the increase to all municipalities as an across-the-board percentage increase. Under the
example, this would result in a $15.21 million distribution and would equal a 2.2% increase for
each municipality. These increases are reported in the printout's third column, which is labeled
"Across-the-Board Increase.”

The remaining $45.64 million would be allocated among 15 regions in the state that would
be comprised of between one and 36 counties. The Alliance indicates that it designed the regions
based on U.S. Office of Management and Budget definitions of metropolitan statistical area and
micropolitan statistical area. The additional aid would be allocated to individual regions based on
each region's contribution to state revenue growth, and aid within each region would be distributed
based on each municipality's adjusted population. ‘

Currently, state revenues are not tracked by place of origin, so it is not possible to accurately
attribute state revenues to any particular region. For purposes of this exercise, the additional $45.64
million in aid has been allocated to the 15 regions based on the change in each county’s personal
income between 2001 and 2002. These are the two most current years available from the U.S.
Department of Commerce. The following table identifies the 15 proposed regions, their underlying
counties, and their estimated aid.

Proposed Aidable Regions and Their Estimated Aid Allocation

Duluth Metropolitan Statistical Area $330,658
- Douglas County

Twin Cities Metropolitan Statistical Area $785,893
- Pierce and Saint Croix counties

Eau Claire Metropolitan Statistical Area ' $1,671,248
- Chippewa, Dunn, and Eau Claire counties

La Crosse Metropolitan Statistical Area , $1,094,817
- La Crosse County

Wausau Metropolitan Statistical Area . ' $2,788,096
- Lincoln, Marathon, Portage, and Wood counties :

Green Bay Metropolitan Statistical Area $3,494.470
- Brown, Kewaunee, Marinette, and Oconto counties

Sheboygan Metropolitan Statistical Area $1,310,931
- Manitowoc and Sheboygan counties
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Fox River Valley Metropolitan Statistical Area $3,744919
- Calumet, Fond du Lac, Outagamie, and Winnebago counties

Milwaukee Metropolitan Statistical Area $10,610,423
- Milwaukee, Ozaukee, Washington, and Waukesha counties

Racine Metropolitan Statistical Area $1,218,025
- Racine County

Kenosha-Lake County Metropolitan Statistical Area $1,894,290
- Kenosha and Walworth counties

Beaver Dam, Fort Atkinson, and Watertown Micropolitan Statistical Areas $585,074
- Dodge and Jefferson counties ’

Madison Metropolitan Statistical Area $8,221.474
- Columbia, Dane, Iowa, and Sauk counties

Janesville and Monroe Micropolitan Statistical Areas $1,437.157
- Green and Rock counties

Rest of State $6,452,950
- Remaining 36 counties

Each region’s aid allocation would be distributed to underlying municipalities with municipal
purpose tax rates exceeding three mills. In 2003(04), 841 of the state's 1,851 municipalities had tax
rates above this threshold. Therefore, the remaining 1,010 municipalities would not have been
eligible for a payment under this proposed component.

Allocations would be made on a per capita basis, but percentage adjustments would be made
to each municipality's population. The Alliance proposes adjusting municipal populations by
employing one of four alternative factors:

- per capita property value;

- poverty rate;

- per capita adjusted gross income; and

- the average of the three preceding factors.

For the property value and adjusted gross income factors, the per capita value or income for
the region would be divided by the per capita value or the income for the municipality. This
produces relatively larger percentage adjustments for municipalities with per capita values or
incomes below the average for the region. For the poverty factor, the percentage of each
municipality's population below the poverty level would be divided by the percentage of the
region’s population below the poverty level. This produces relatively larger percentage adjustments
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for municipalities with higher percentages of their populations below the poverty threshold. Under
the fourth alternative factor, the three preceding percentages for each municipality would be
averaged.

This analysis uses the most recently available data. Per capita property values were
calculated from 2003 equalized values (TID out) and 2003 population estimates for each
municipality. The Departments of Revenue (DOR) and Administration (DOA) annually update
equalized values and population estimates, respectively. Each municipality's per capita adjusted
gross income was calculated by dividing its 2002 adjusted gross income by its 2002 population, as
estimated by DOA. Annually, DOR releases income data by municipality based on state individual
income tax returns. Adjusted gross income reflects income subject to state taxation and does not
include income not subject to tax or the income of persons not filing tax retums. Substantial
variation can occur from year to year in the amount of income attributable to individual
municipalities, particularly if they are small. Although individuals indicate their municipality of
residence on their return, DOR cautions that this item is subject to a "substantial amount of
misreporting.”" For these reasons, DOR warns that the data should be used with "great care.”
Finally, the analysis uses poverty data from the 2000 decennial U.S. census. This data is not
updated annually, as is the data used in the other calculations.

The resulting percentages for each municipality would be multiplied by the corresponding
municipality's population. The adjusted populations for all eligible municipalities (tax rates over
three mills) in the region would be summed, and payments would be proportional to each eligible
municipality's share of the region's adjusted population for eligible municipalities. The printout’s
four right-hand columns display the estimated payments to eligible municipalities under the four
alternative regional allocations. The following material provides a brief description for each of the
printout’s columns.

Column 1: County and Municipality. The printout is arranged alphabetically by county.
Municipalities within each county are sorted by municipal type (town, village, and city) and then
arranged alphabetically. Municipalities in more than one county are reported under the county
where miost of their taxable value is located. .

Column 2: 2004 County and Municipal Aid. These amounts represent each municipality's
estimated 2004 entitlement under the county and municipal aid program. The amounts do not
include payments under the utility aid component of the shared revenue program or under the
expenditure restraint program.

Column 3: Across-the-Board Increase. These amounts represent 2.2% payment increases for
each municipality relative to the amounts in Column 2. The amounts total $15.21 million and equal
25% of the total increase of $60.85 million.

Columns 4 through 7: Regional Distribution Under Four Alternatives. These amounts
represent the remaining funding increase, distributed on a regional basis. Each column sums to
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$45.64 million and equals 75% of the total funding increase. Municipalities with payments of $0
would be ineligible for the regional distributions because their 2003(04) municipal purpose tax
rates did not exceed three mills. Distributions within regions would be based on each
municipality's adjusted population as a percentage of the total adjusted population of eligible
municipalities within the region.

Column 4: Per Capita Values. These amounts represent each municipality's regional
“payment under a per capita-based distribution where each municipality’s population would be
adjusted, based on the region's per capita property value divided by the municipality's per capita
property value.

Column 5: Poverty Rates. These amounts represent each municipality's regional payment
under a per capita-based distribution where each municipality's population would be adjusted, based
- on the municipality's poverty rate divided by the region's poverty rate.

Column 6: Adjusted Gross Income. These amounts represent each municipality's regional
payment under a per capita-based distribution where each municipality's population would be
adjusted, based on the average per capita adjusted gross income for the region divided by the
municipality's per capita adjusted gross income.

Column 7: 3-Factor Average. These amounts represent each municipality's regional
payment under a per capita-based distribution where each municipality's population would be
adjusted, based on the average of the percentage adjustments under the valuation, poverty, and
income calculations.

If you have any questions on this material, please let me know.

RO/sas
Attachment
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