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Property Tax Administration

The property tax is the largest source of tax
revenue in Wisconsin. Each December, property
owners receive tax bills that are payable in the
following year. From determining each property's
taxable value to the disbursement of property tax
receipts among the governments imposing the tax,
the entire property tax process takes more than one
year to complete. This paper describes each of the
steps in the administration of the property tax.

The property tax is termed an ad valorem tax
because it is imposed according to the value of
taxable property. Taxable property is comprised of
both real property, which includes land and any
attached buildings or improvements, and personal
property, which includes items that are not fixed to
land, such as furniture, equipment, machinery, and
fixtures.

Tax bills are calculated by multiplying each
property's assessed value by a mill rate. Assessed
values are the property values determined by local
assessors for individual parcels of real property or
items of personal property. Mill rates result from
dividing a local government's tax levy by the
combined taxable values for all properties within
the local government's jurisdiction. The term "mill*
means one one-thousandth, so a mill rate equals
the amount of taxes that are billed for each $1,000
in property value. For example, a tax rate of 19
mills is equal to 0.01900 (1.9%) or $19 per $1,000 of
value.

The sum of the taxes levied on a property by all
local taxing jurisdictions (municipalities, counties,
school districts, technical college districts, and spe-
cial purpose districts) produces the gross levy for
that property. This is reduced by state property tax
credits to produce the property's net levy, which is
the amount that the property's owner must pay.

The Wisconsin Constitution's
Uniformity Clause

Article VIII, Section 1, of the Wisconsin Consti-
tution requires the uniform taxation of property
and reads, in part, "The rule of taxation shall be
uniform.” Known as the "uniformity clause," this
provision was included in the original state consti-
tution, and the clause has since been amended five
times. These amendments provide exceptions to
the requirement, as it applies to:

- taxes on incomes, privileges, and occupations;

- taxes on forests and minerals;

- methods for paying taxes;

- taxes on merchants’ and manufacturers'
inventories and farmers' livestock; and

- taxes on agricultural and undeveloped land.

While these exclusions were extended by
amending the uniformity clause, a sixth exclusion
has been provided by amending the sections of the
Wisconsin Constitution that authorize the state lot-
tery and gaming activities. Those provisions have
been amended to exclude the use of proceeds from
the lottery and gaming activities from the uniform-
ity clause and to provide that the proceeds must be
used to extend property tax relief for residents of
the state. In response, the lottery and gaming tax
credit has been created and extended exclusively to
property used as the owner's primary residence.

The uniformity clause has been the subject of
numerous court cases, and in 1967, the Wisconsin
Supreme Court enumerated six standards that
summarize prior case law and that have been ap-
plied in successive court cases:



1. For direct taxation of property, there can
be but one constitutional class;

2. All property within that class must be
taxed on a basis of equality so far as practicable
and all property taxed must bear its burden
equally on an ad valorem basis;

3. All property not included in that class
must be absolutely exempt from property taxation;

4. Privilege taxes are not direct taxes on
property and are not subject to the uniformity rule;

5. While there can be no classification of
property for different rules or rates of property
taxation, the Legislature can classify as between
property that is to be taxed and that which is to be
wholly exempt and the test of such classification is
reasonableness; and

6. There can be variations in the mechanics of
property assessment or tax imposition so long as
the resulting taxation shall be borne with as nearly
as practicable equality on an ad valorem basis with
other taxable property.

These standards strictly limit the ability to pro-
vide preferential tax treatment to specified indi-
viduals. On one hand, this has prevented the ex-
tension of tax relief targeted to certain types of tax-
payers. On the other hand, the uniformity clause
has prohibited taxation that benefits one taxpayer
or group of taxpayers at the expense of others.

Assessment of Property:
Measuring the Property Tax Base

Property is valued at two levels within the
state. First, local assessors determine the assessed
values for individual properties, except for manu-
facturing property, in each municipality. Assessed
values are used for apportioning property taxes on

tax bills of individual properties within municipali-
ties. Second, the state Department of Revenue
(DOR) estimates the full market or equalized value
of all property in each district. Equalized values are
used to apportion the levies of overlying districts
(for example, schools and counties) to the munici-
palities within them and also to distribute certain
state aids. The state values are needed because
municipalities assess property at varying percent-
ages of market value.

Most assessors value property at some fraction
of market value, despite a statutory requirement
that property be assessed at full value. A series of
court cases, dating back to the nineteenth century,
has interpreted the statutes to allow assessed val-
ues at a fraction of market value, provided the
same fraction applies to all property in the munici-
pality. As a result, local assessors can assess prop-
erty at a level below market value without violat-
ing the state constitution's requirement of uniform
taxation.

The constitution's uniformity clause has been
interpreted to permit property tax exemptions as
long as entire classes of property are exempted.
Currently, a number of property tax exemptions
exist. These exemptions include the property of
religious, educational, and other nonprofit organi-
zations, governmental property, and most personal
property. Additional exemptions have been estab-
lished for very specific classes of property. Current
property tax exemptions are listed alphabetically in
Attachment 1 at the end of this document.

The Local Role in Assessing Property

Property in the state is assessed as of January 1
of each year, even though values may increase or
decrease during the year. If a building is partially
constructed on January 1, its partial value is used
as the value for that assessment year. Except for
manufacturing property, the assessment function is
performed by local assessors, who may be elected
or appointed and frequently serve more than one
municipality on a part-time basis. Assessors must
be certified through an examination administered



by DOR and must meet continuing education
requirements.

County Assessor Option. Assessors serve at the
municipal level, although state law also permits
county assessor systems, if authorized by a 60%
vote of the entire membership of the county board.
County assessors are appointed and are responsi-
ble for valuing property in all towns, villages, and
cities in the county. A county may discontinue its
county assessor system by a majority vote of the
entire membership of the county board. Currently,
this system is not being used by any counties, but
was employed by Kenosha County between 1974
and 1995.

Assessment Methods. Assessors determine the
value of property using one of three methods,
depending on the type of property.

a. Highest and Best Use. Most property is as-
sessed according to its highest and best use, or that
use which will produce the greatest net return to
the property owner over a reasonable period of
time. The assessor determines that value by em-
ploying the sales comparison, cost, or income ap-
proaches to valuation. Each approach is intended
to produce a value comparable to the property's
price if sold, or its full market value. Under the
sales comparison method, value is determined by
analyzing sales of properties similar in size, age,
use, location, and other factors. Under the cost
method, the value of the land is estimated and
added to the cost of replacing any attached struc-
tures. Under the income method, the present value
of a property is determined from the estimated fu-
ture income of the property (for example, rent mi-
nus expenses). Although all three are used, the
sales method is the preferred approach. The high-
est and best use method of valuation is used for
property classified as residential, commercial,
manufacturing, productive forest, other (farm
buildings), or personal property.

b.  Fractional Assessment. Since 2004, property
classified as "undeveloped" (previously called

"swamp or waste") or "agricultural forest" has been
valued at 50% of full market value. Assessors con-
tinue to determine these properties' values under
the concept of highest and best use, but the values
are reduced to half of their original amounts. Case
law would categorize this treatment as a partial
exemption in violation of the state constitution's
uniformity clause. However, amendments to the
uniformity clause permit the nonuniform treatment
of undeveloped land and forests.

c. Use Value. A 1974 amendment to the state
constitution's uniformity clause permits agricul-
tural land to be treated differently from other types
of property for property tax purposes. Provisions
enacted under 1995 Act 27 require land that is "de-
voted primarily to agricultural use" to be assessed
on the basis of that use. Although state law directs
DOR to define agricultural use through adminis-
trative rule, the statutes specify that agricultural
use includes the growing of woody crops, includ-
ing poplars and willows, using agricultural prac-
tices generally associated with field crop rotation.
Otherwise, the DOR rule defines agricultural use to
include:

= producing crops (growing crops mainly for
food and fiber), but not forestry;

= producing livestock (raising or fattening
animals for the sale of animals or animal products);

= growing Christmas trees or ginseng;

= maintaining land eligible for enrollment in
various federal agriculture programs; and

= maintaining land that was previously in an
agricultural use, but is subject to an easement
under various state conservation programs.

Because use value assessment is limited to agri-
cultural land, other farm property is valued ac-
cording to its "highest and best use." This includes
the farm operator's homestead, other farm build-
ings, any residence of the farm operator's spouse,



children, parents, or grandparents, the land neces-
sary for the location of those buildings, and private
roadways. As previously noted, property on farms
classified as agricultural forest land and undevel-
oped land is valued at half of its full market value.

Prior to 1996, state law required assessors to
value agricultural land like all other property, at its
highest and best use. When agricultural land was
located in areas where nonagricultural activities
were also occurring, agricultural land assessments
were affected by sales of comparable agricultural
properties being converted to other uses. Buyers of
those properties often paid more than buyers in-
tending to keep land in an agricultural use. Sales of
agricultural land intended for other uses caused
increases in the assessments of surrounding agri-
cultural land and higher property taxes, which
eroded the land'’s profitability when used for agri-
cultural purposes.

Under provisions in 1995 Act 27, agricultural
land assessments were "frozen" at their 1995 levels
in 1996 and 1997. Beginning in 1998, use value as-
sessments began being phased-in over a ten-year
period. After two years, DOR adopted an adminis-
trative rule that suspended the phase-in and im-
plemented full use value assessment for agricul-
tural land beginning in 2000. From 2000 through
2003, DOR used a mathematical formula to calcu-
late agricultural land values on a per acre basis for
each municipality in the state. Municipal assessors
based their assessments on those per acre values,
but were allowed to adjust the per acre amounts.

In 2004, the DOR formula produced negative
per acre values due to the declining price of corn
and increases in corn production expenses. In re-
sponse, DOR promulgated an administrative rule
suspending the use of the formula and adopting
the 2003 per acre value guidelines for use in 2004
and 2005. DOR modified the formula, effective
with 2006 assessments, and those modifications are
reflected in the following description.

Agricultural land assessments are based on the
land's use for farming. The procedures used in

valuing agricultural land have been adopted by the
Farmland Advisory Council, which is staffed by
DOR, and promulgated as an administrative rule.
Those procedures estimate values on a per acre
basis for each municipality containing agricultural
land by dividing the net income that could be
generated from the land's rental for an agricultural
use by a capitalization rate. The definition of rental
income is based on the assumption that the land is
used for growing corn.

Net income is measured on a county-by-county
basis and equals gross income minus operating
expenses. Each of these measures is calculated on a
per-acre basis, and both are adjusted to reflect a
crop-share lease where income and a portion of the
operating expenses are shared equally between the
landowner and the farm operator.

Gross income equals the average yield of corn
(in bushels) on a per acre basis, multiplied by the
average price per bushel of corn. To reflect a crop-
share lease arrangement, the result is reduced by
one-half. Operating expenses equal the sum of
production expenses and management expenses.
Production expenses are calculated as the average
cost per acre of seed, fertilizer, soil conditioners,
manure, chemicals, custom operations, other vari-
able cash expenses, and interest on operating capi-
tal. To reflect a crop-share lease arrangement, the
result is reduced by one-half. Management ex-
penses are calculated as 7.5% of gross income and
are assumed to be borne entirely by the landowner.

The preceding calculations utilize data aver-
aged over a five-year period prior to the assess-
ment year. Averaging these measures is intended
to remove short-term fluctuations due to weather
and market factors that do not significantly influ-
ence buyers' long-term decisions. Data on yields,
prices, and expenses is compiled annually by the
Wisconsin Agricultural Statistics Service and the
U.S. Department of Agriculture.

The capitalization rate equals the sum of two
components or 11%, whichever is greater. The first
component is the five-year average interest rate on



one-year, adjustable-rate, medium-sized agricul-
tural loans extended by federal land credit associa-
tions and agricultural credit associations operating
in Wisconsin. The second component is the effec-
tive property tax rate. A separate tax rate is calcu-
lated for each municipality, equal to the total taxes
levied for all purposes within the municipality, net
of state property tax credits, divided by the mu-
nicipality's equalized value, as determined by DOR
for the property tax year that is two years prior to
the assessment. If the sum of the two amounts is
less than 11%, the capitalization rate is set at 11%.

The preceding procedures reflect the calcula-
tions for grade 1 cropland. Those values are ad-
justed based on soil productivity measures to pro-
duce the per acre value guidelines for grade 2 and
grade 3 cropland. The per acre value guidelines for
pastureland are calculated as 30% of the average
net income for the three grades of cropland di-
vided by the capitalization rate for the municipal-

ity.

Finally, DOR's per acre value guidelines are
prohibited from increasing in any year by more
than the percentage change in adjusted, statewide
equalized values for the two years before the as-
sessment year. Statewide equalized values are ad-
justed for both years to exclude the value of agri-
cultural land. For the more recent of the two years,
the statewide equalized value is also adjusted to
exclude the value of new construction. This limita-
tion is intended to prevent dramatic per acre value
changes from the "frozen" 2003 values to the per
acre values produced under the revised formula
for 2006 and beyond. This provision has limited the
change in DOR's per acre value guidelines as fol-
lows:

= 6.6% for 2006;
* 6.7% for 2007:
e 3.7% for 2008;
e 1.4% for 2009;
-1.8% for 2010; and
-3.6% for 2011.

When land that has been taxed as agricultural
land is converted to another use and is no longer
eligible to be taxed under the use value provisions,
a conversion charge is imposed. The charge is
based on the number of acres sold and the differ-
ence between the market value of agricultural land
sold in the county and the taxable (equalized)
value of agricultural land in the county, both in the
prior year. The treasurer of the county where the
converted land is located administers the charge
with the assistance of the municipal assessor, who
notifies the treasurer of changes in property classi-
fication and of sales of agricultural land. Agricul-
tural land that is converted to another use and is
assessed under the undeveloped, agricultural for-
est, productive forest, or "other" classifications is
not subject to the conversion charge.

The State Role in Assessing Property

The Department of Revenue has four major
roles in the assessment process. Each is discussed
below.

Equalized Values. The total value of taxable
property in the state and in each taxing jurisdiction
is determined annually by DOR. The Department
employs various methods to determine the full, or
equalized, value of property, including on-site
appraisals and studies that compare actual selling
prices with locally-established assessed values. For
2010, DOR determined that the value of all taxable
property in the state was $495.9 billion.

Manufacturing Property. Since 1974, DOR has
assessed all manufacturing property in Wisconsin.
Before that, manufacturing property was locally
assessed. Due to the complex nature of this prop-
erty, it was believed that more uniform values
would result under DOR assessment. Manufactur-
ing property differs from other types of property
because it is sold less often and individual proper-
ties may have unique characteristics.

By February 15 of each year, DOR informs each
municipality of the property in the municipality



that it intends to assess as manufacturing property.
A final determination of which properties shall be
classified as manufacturing property for that tax
year is made by March 1, although DOR may in-
clude additional property if the property's owner
has filed a request to have the property assessed as
manufacturing property. Manufacturing property
assessments are conducted under a five-year field
audit cycle. Once every five years, DOR personnel
perform on-site valuations. During the intervening
years, values are adjusted based on reports submit-
ted by property owners to the Department by
March 1 of each year. Manufacturers may request
filing extensions until April 1. Manufacturers who
fail to file the forms incur penalties.

Beginning with property assessments for 2003,
the state began imposing a fee on municipalities to
recover half of DOR's costs related to manufactur-
ing assessment. The fee is imposed on all munici-
palities containing manufacturing property and is
apportioned based on each municipality's manu-
facturing value as a percent of statewide manufac-
turing value. Municipalities must recoup the fee
through a special charge against all owners of tax-
able property and cannot impose charges dispro-
portionately on the owners of manufacturing
property. If a municipality fails to reimburse DOR
for the fee by March 31, the Department may re-
duce the municipality's state aid payment in July.

Agricultural Land. Since 2000, agricultural land
has been valued solely on the basis of its use in
farming under use value assessment provisions.
While local assessors continue to be responsible for
classifying and assessing agricultural land, DOR
has a number of administrative duties related to
use value assessment. First, DOR's property as-
sessment manual includes instructions for catego-
rizing and valuing agricultural land. Second, DOR
annually develops agricultural land values under
the use value approach on a per acre basis for each
municipality containing agricultural land and pub-
lishes the per acre amounts in a supplement to the
manual. Local assessors use the per acre values as
guidelines in assessing parcels of agricultural land.
Third, DOR has adopted administrative rules to

implement use value assessment. Fourth, DOR
provides staffing to the Farmland Advisory Coun-
cil, which consists of the DOR Secretary and nine
other individuals. The Council assists the Depart-
ment in administering the use value assessment
requirements. Finally, each year DOR calculates
the difference between the average sales price and
average equalized value of agricultural land in
each county, which is used for the conversion
charge imposed on agricultural land that is con-
verted to another use.

State Oversight of Local Assessment. In
addition to the assessor certification program, DOR
administers several programs intended to promote
uniform local assessments.

a. Review of Total Local Assessments. State law
requires every municipality to assess property at
full value at least once every five years.

b. Review of Assessments by Class of Property.
Since 1992, the ratio of assessed value to full value
for each locally-assessed, major class of property,
except agricultural land, must be within 10% of full
value at least once every four years. "Major class of
property" is defined as any class of property that
comprises more than 5% of the municipality's
equalized value. For purposes of this requirement,
the value of property included under the agricul-
tural forest, productive forest land, undeveloped,
and "other" classes are combined and considered a
single property classification. Municipalities not
meeting the requirement are notified, and if the
requirement is not met in the succeeding year, the
municipality's assessment staff must participate in
a training program sponsored by DOR. The De-
partment must supervise the succeeding year's as-
sessment of any municipality that does not meet
the requirement over a seven-year period.

c.  Property Assessment Manual. Each vyear,
DOR publishes or updates a manual for local as-
sessors that includes guidelines and procedures for
identifying, classifying, and valuing taxable prop-
erty. State law instructs local assessors to follow
the guidelines and procedures in the manual. The



updated material includes recommended per acre
values for grades 1, 2, and 3 cropland and for pas-
ture land under use value assessment. Since the
values are published as guidelines, local assessors
may adopt or modify them.

d. Tax Bill. Each property tax bill must show
both the property's assessed and full market val-
ues. The full market value is calculated by dividing
the assessed value by the municipality's assess-
ment ratio. Assessment at full market value is de-
sirable because owners can more easily compare
their property's assessment to that of similar prop-
erties and consider those values relative to their
knowledge of the real estate market. Agricultural
land is excluded from this requirement.

Procedures for Appealing Assessed or Equalized
Values

Several procedures exist for appealing assessed
or equalized values.

Individual Appeals. To successfully appeal an
assessment, property owners must demonstrate
that their property's assessed value is substantially
different from market wvalue and that their
property's assessment level differs from the level
for other properties within the municipality.

Each year, individual property owners receive
notices if their assessments change. The notice
includes the time, date, and place of the meeting of
the board of review or board of assessors. Prior to
the board of review, the municipality must make
the assessment roll open for public inspection. If
dissatisfied, taxpayers should contact their local
assessor to discuss the procedures used in the
assessment, but such a meeting is not required to
file an appeal. If an individual remains dissatisfied,
the following procedures can be followed:

a. Board of Assessors/Board of Review. Assess-
ments can be appealed to the local board of review.
In the City of Milwaukee, reviews are conducted
initially by a board of assessors, and cities with

populations over 39,000 (second class cities) may
also elect to use this procedure. Comprised of the
municipality's assessment personnel, boards of as-
sessors are empowered to make changes and cor-
rections to assessments. Property owners must re-
ceive notification by mail of such changes and have
15 days from that notification to appeal any
changes to the municipality's board of review.

The board of review typically consists of local
officials, although some municipalities have citizen
boards. At least one voting member must be the
municipality's chief executive officer or the officer's
designee, who has attended a DOR-approved
training session for board of review members
within the prior two years. The board of review
must schedule its first meeting in the 30 days after
the second Monday of May, but may adjourn to a
future date if the assessment roll is not complete. A
public notice must precede the first meeting by at
least 15 days.

The assessor may not be a member of the board
of review, but is required to attend the board's first
meeting. Assessors typically attend other meetings
where objections to assessments are presented, and
assessors provide the board the information used
to determine contested valuations. Although state
law directs boards of review to presume that the
assessor's valuation is correct, the assessor must
present evidence in support of the valuation.
Likewise, property owners present evidence sup-
porting their opinion of value. Testimony must be
provided under oath, and generally, appeals must
be made in person and evidence provided in writ-

ing.

After hearing the evidence, the board deter-
mines whether the assessment should be changed.
Boards must provide written notice of their deci-
sions to taxpayers who have filed appeals.

b. Department of Revenue. Taxpayers may ask
DOR to review board of review decisions and re-
value their property. Requests must be submitted
within 20 days of a board determination (30 days if



there is no return receipt of the letter notifying the
taxpayer of the decision) and be accompanied by a
$100 filing fee. If the Department does not change
the assessment, revaluation costs are borne by
DOR. Revaluation costs of up to $300 are borne by
the assessment district if the assessment is
changed. This procedure does not apply to manu-
facturing property or parcels exceeding $1,000,000
in value.

Also, owners representing 5% or more of a
municipality's assessed value may petition DOR to
reassess the municipality. If the Department finds
that the assessment is not in substantial compliance
with the law and that the public interest will be
promoted by a reassessment, state law directs DOR
to appoint a person or persons to perform a reas-
sessment. The Department may conduct the reas-
sessment itself, or it may appoint a third party. In
lieu of a reassessment, DOR can direct the munici-
pality to utilize expert assessment help for either of
the two succeeding assessments. Under this proce-
dure, the municipality employs an "expert ap-
praiser,” as certified by DOR, to assist the munici-
pal assessor in performing the assessment duties.
Through the certification process, expert appraisers
adhere to assessment standards, as specified by
DOR, and expert appraisers are hired through a
standard contract form that DOR prescribes. The
municipality bears the cost of the reassessment.
This procedure does not apply to the City of Mil-
waukee.

c.  Circuit Court. Property owners may appeal
board of review or Department of Revenue
decisions to circuit court.

Manufacturing Appeals. Between March and
June, manufacturing property owners and munici-
palities receive manufacturing assessment notices
and have sixty days to appeal these determina-
tions. A $45 filing fee must accompany the appeal.

a. Board of Assessors. Each appeal is
investigated by DOR staff, other than the assessor
who made the original assessment. Then, the
appeal is reviewed by the state Board of Assessors,

comprised of DOR employees appointed by the
Department's Secretary. The Board can increase,
decrease, or sustain the original assessment, and is
empowered to determine whether property is
taxable or exempt. State law directs the Board to
decide appeals by April 1 of the year following the
assessment year.

b. Tax Appeals Commission. Decisions of the
Board of Assessors may be appealed to the Tax
Appeals Commission. The Commission is com-
posed of three commissioners appointed by the
Governor, with Senate approval, for staggered, six-
year terms. The Commission also hears appeals
related to various state taxes.

c. Circuit Court. Tax Appeals Commission
decisions can be appealed to the Dane County
Circuit Court.

Refunds of Property Taxes Paid. If an appeal is
not complete when the tax roll is prepared, taxes
are calculated on the original assessed value. If the
value is subsequently reduced, the owner receives
a refund with interest on the excess property taxes.
In addition to appeals for lower assessments, tax
refunds can result from clerical errors and taxes
incorrectly levied on exempt property. The refund
is paid by the municipality. However, if the reduc-
tion is for manufacturing property or affects the
municipality's equalized value, the municipality
can charge the overlying taxing jurisdictions
(school districts, counties, and technical college
districts, for example) for their proportionate share
of the refunded taxes. As of July 1, 2006, munici-
palities may charge the state for 20% of the interest
that accrues up to the date of the Tax Appeals
Commission decision with regard to refunds of
manufacturing taxes. Other interest costs related to
refunds are borne by the municipality. Interest on
refunds is calculated at a rate based on the average,
annual discount rate on six-month U.S. treasury
bills.

Appeals of Equalized Value. Municipalities
and counties can appeal their equalized value.



a. Department of Revenue Data. State law di-
rects DOR to make available to each municipality a
list of property sales within that municipality and
to indicate which sales were used in setting the
municipality's equalized value. Also, DOR must
inform a municipality if a lack of sales in the mu-
nicipality caused DOR to use sales from other mu-
nicipalities in setting the original municipality's
equalized value. By resolution, counties and mu-
nicipalities can ask DOR to review their equalized
value.

b. Tax Appeals Commission. A municipality or
county may appeal its equalized value directly to
the Tax Appeals Commission. This procedure is
described in s. 70.64 of the statutes. The steps in-
clude: (1) the governing body authorizes the ap-
peal by order or resolution; (2) the district files the
appeal with the Commission on or before October
15; (3) other counties or municipalities enter peti-
tions in support of, or opposition to, the appeal
within 30 days; and (4) the Commission holds a
hearing on the appeal and makes a determination.
If the Commission decides that the assessment re-
sults in "substantial injustice™ it may revalue any or
all of the taxation districts in the county.

c.  Corrections Procedure. If an equalized value
is changed, the value of the taxation district or
county is adjusted to correct for the change. The
correction can be made to the value for the
subsequent year. For example, if a municipality's
equalized value was $10 million too high in 2010,
its 2011 value would be reduced by $10 million.

Establishing the Property Tax Levy

Determination of the Levy Amount

The property tax is a residual revenue source.
Each fall, local units of government determine the
amount of their property tax levy by first budget-
ing their expenditures for the following year and
then reducing that total by anticipated amounts
from other revenue sources. The remaining
amount represents the property tax levy.

Each property is located in a single municipal-
ity, county, school district, and technical college
district and may be located in one or more special
purpose districts. The municipality acts as the bill-
ing and collection agent for these other jurisdic-
tions. After they determine their levies, they notify
the municipality of the amount that must be paid
by property owners in that municipality. The juris-
dictions apportion their levies to the municipality
based on the municipality's share of each jurisdic-
tion's equalized value. The municipality spreads its
tax levy and the municipality's share of the other
jurisdictions’ apportioned levies to individual
properties according to their assessed values.

Table 1 illustrates how the total levy within a
hypothetical municipality with an equalized value
of $20 million is determined. Because the munici-
pality is self-contained, 100% of the municipal levy
of $90,000 would be collected within the munici-

Table 1: Determination of Total Levy for Hypothetical Municipality

Municipal District
Value Value
Municipal $20,000,000 + $20,000,000
County 20,000,000 = 1,000,000,000
School 20,000,000 = 1,250,000,000
Technical College 20,000,000 + 2,000,000,000

Total

Levy
Municipal District Apportioned
% of District Levy to Municipality
= 100.0% X $90,000 = $90,000
=  20% X 3,500,000 = 70,000
=  16% X 10,750,000 = 172,000
=  1.0% X 2,800,000 = 28,000
$360,000



pality. However, the county, school district, and
technical college district contain more than one
municipality, so the municipality would be respon-
sible for collecting only a portion of those jurisdic-
tions' tax levies. For example, because the munici-
pality's value comprises 2.0% of the county's value,
the municipality would be responsible for collect-
ing $70,000, or 2%, of the county's $3.5 million tax
levy. Similarly, 1.6% of the school district's levy
and 1.0% of the technical college district's levy
would be apportioned to the municipality for col-
lection. Total property taxes to be levied within the
municipality would equal $360,000.

State Property Tax Credits

Tax credits are paid to local governments in
their capacity as property tax administrators and
must be used to reduce the property tax levy. In
this regard, they differ from state aids, which local
governments anticipate in setting the succeeding
year's spending level. The total tax levy is offset by
three state tax credits: a school levy credit; a lottery
and gaming credit; and a first dollar credit.

For 2010(11), the statutes authorize a funding
level of $747,400,000 for the school levy credit and
$150,000,000 for the first dollar credit. Funding for
following years will stay at these amounts unless
the Legislature establishes new funding levels.
Funding for the lottery and gaming credit is based
on the estimated amount of the net proceeds from
lottery revenues, exclusive of a reserve equal to 2%
of gross lottery revenues and the $14,850,000 used
to fund a portion of the school levy credit. Also, tax
and net regulatory revenues from bingo, raffles,
crane games, and pari-mutuel racing activities
have been earmarked as funding sources since
1999(00). For 2010(11), an estimated $131.6 million
in lottery and gaming proceeds is available for
distribution.

Each municipality receives a school levy credit
based on its share of statewide school taxes levied
over the three preceding years. Distributions of
first dollar credits and lottery and gaming credits
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are based on the amount of credits that the
municipality extends on tax bills. The two credits
are calculated on tax bills in a nearly identical
manner, where an eligible property's school tax
rate is multiplied by a base value. However, due to
different funding levels, base values, and eligibility
criteria, distributions of the two credits will differ.

The Department of Revenue provides munici-
palities with the information necessary to calculate
tax credits by December 1 of each year, after most
local governments have established their budgets.
Municipalities prepare tax bills after they receive
the tax credit notice. (For additional information,
see the Legislative Fiscal Bureau's informational
paper entitled, "State Property Tax Credits.")

Tax Billing and Collection Procedures

Computation of Tax Bills

In December, municipal officials combine the
tax levy information with assessed values and
prepare individual property tax bills. This process
involves two steps, which are illustrated in Table 2.

First, gross taxes are calculated by multiplying
the property's assessed value by a tax rate. In Table
2, a single tax rate is calculated for all taxing
jurisdictions, but in practice, the municipality
computes separate rates for each taxing jurisdiction
and the resulting tax amounts are summed on the
tax bill. The tax rate equals the tax levy divided by
the assessed value of all property subject to the tax.

Based on the hypothetical municipality from
Table 1 and assuming an assessment level of 95%
(95% of $20 million in equalized value = $19
million in assessed value), the municipality's gross
tax rate would equal $18.95 per $1,000 of assessed
value ($360,000 / $19,000,000 = .01895), and the
gross tax on a property with an assessed value of
$159,600 would equal $3,024 (.01895 X $159,600).



Table 2: Determination of the 2009(10) Property
Tax Bill for a Property with a $159,600 Assessed
Value in a Hypothetical Municipality

Assumptions

Assessed Value of Municipality $19,000,000
Equalized Value of Municipality $20,000,000
Municipality's Assessment Ratio 95%
Total Levy $360,000
School Levy $172,000
School Levy Credits $29,000
Lottery and Gaming Credit Base $8,100
First Dollar Credit Base $7,100

Tax Computation

. Gross Taxes

Property Value x Gross Tax Rate
$159,600 x (Total Levy / Assessed Value)
$159,600 x ($360,000 / $19,000,000)
$159,600 x .01895 = $3,024

1. State Tax Credits

School Levy Credit

Property Value x Credit Rate

$159,600 x (School Levy Credits / Assessed Value)
$159,600 x ($29,000 7 $19,000,000)

$159,600 x .00153 = $244

Lottery and Gaming Credit
Adjusted Credit Base x School Rate
(CreditBase x Assessment Ratio) X
(School Levy/ Assessed Value)
($8,100 X 95%) X ($172,000 / $19,000,000)
$7,695 X .00905 = $70

First Dollar Credit
Adjusted Credit Base x School Rate
(CreditBase x Assessment Ratio) x
(School Levy/ Assessed Value)
($7,100 X 95%) X ($172,000 / $19,000,000)
$6,745 X .00905 = $61

I11. Net Taxes
Gross Taxes $3,024
- School Levy Credit -244

- Lottery and Gaming Credit -70
- First Dollar Credit -61
Net Property Taxes $2,649

Second, gross taxes are offset by state tax cred-
its. Each property's school levy tax credit is calcu-
lated similarly to the calculation of gross taxes. The
municipality's credit allocation is divided by the

municipality's total assessed value to determine a
credit rate, and the rate is multiplied by individual
assessed values. Prior to 1996(97), the school levy
tax credit was reported separately on tax bills as a
reduction against gross taxes levied for all pur-
poses. Since 1996(97), the credit has been applied as
a reduction to school district tax levies, so that net
school levies are reflected on the tax bill. The levies
of other taxing jurisdictions are reflected as gross
taxes. The school levy tax credit is no longer explic-
itly listed as a reduction against gross taxes al-
though it continues to have that effect. The credit
for the current year is reported separately in a box
on the tax bill's upper, right-hand corner.

The municipality's school levy credit of $29,000
would result in a credit rate of $1.53 per $1,000 of
assessed value ($29,000 7 $19,000,000 = .00153), and
the credit for a property with a $159,600 assess-
ment would equal $244 (.00153 X $159,600).

The lottery and gaming credit and the first dol-
lar credit are subtracted from gross taxes to yield
the net tax bill for each property owner eligible for
the credit. To be eligible for the lottery and gaming
credit, the property must be used as the owner's
primary residence. To be eligible for the first dollar
credit, the property must be real property and in-
clude an improvement (structure). Both the lottery
and gaming credit and the first dollar credit are
determined by multiplying the school tax rate by
the adjusted credit base. By December 1 of each
year, DOR must notify municipalities of the base
for each credit. On the tax bill, each credit base is
adjusted by multiplying it by the municipality's
assessment ratio. For the lottery and gaming credit,
the credit base equaled $8,100 in 2009(10) and
$8,700 in 2010(11). For the first dollar credit, DOR
set the credit base at $7,100 for 2009(10) and $6,900
for 2010(11).

In Table 2, the lottery and gaming credit would
equal $70 and would be calculated by multiplying
the school tax rate of .00905 by the municipality's
adjusted credit base of $7,695 ($8,100 x 95%). The
first dollar credit would be calculated identically,
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except for a lower credit base ($7,100 x 95% =
$6,745), and would equal $61 ($6,745 x .00905). The
net tax of $2,649 would equal the gross tax minus
the three tax credits.

By state law, property tax bills must be mailed
by the third Monday in December and must show
both the assessed and full market values of the sub-
ject property. The full market value is determined
by dividing the assessed value by the assessment
ratio. For example, the full market value of the
property in Table 2 would be $168,000 ($159,600 /
95%).

The tax bill must show: (1) the amount of
school taxes allocable to the property (net of the
school levy tax credit) for the prior year and the
current year and the percent change between the
years; (2) the amount of gross tax allocable to the
property levied by each other taxing jurisdiction
for the prior year and the current year and the per-
cent change between the years; (3) the sum of the
tax amounts allocated for each taxing jurisdiction,
displayed for the prior year and the current year
and the percent change between the years; (4) the
lottery and gaming credit, if applicable, displayed
for the prior year and the current year and the per-
cent change between the years; (5) the first dollar
credit, if applicable, displayed for the prior year
and the current year and the percent change be-
tween the years; (6) the net property tax due, dis-
played for the prior year and the current year and
the percent change between the years; (7) the net
tax rate after distribution of the school levy tax
credit; (8) the description of the property shown on
the tax roll or an abbreviation of the description; (9)
the amount of assessment issued by a drainage
board or an indication that no assessment was is-
sued, if the property is in a drainage district; (10)
an indication of whether there are delinquent taxes
on the property; (11) a notice of tax credits that
may be available to taxpayers (homestead, farm-
land preservation, and school property tax); (12) a
notice that taxpayers may request a copy of the tax
receipt; (13) an explanation of when taxes are due
and to whom they must be paid; and (14) esti-
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mated state aid payments to the county, municipal-
ity, school district, and technical college district for
the prior year and current year.

An example of a real estate tax bill is appended
to this paper as Attachment 2. The attached tax bill
measures 8.5 inches by 11 inches, but a smaller tax
bill, measuring 5.5 inches by nine inches, may also
be used.

Payment and Collection Procedures

Chapter 74 of the statutes establishes property
tax payment and collection procedures, which are
described below.

Payment Schedules. Property tax bills mailed
in December do not become payable until the
following year.

a. Basic Payment Schedule. Section 74.11 of the
statutes establishes the basic payment schedule.
Real property taxes are either paid in full by
January 31 or in two installments on or before
January 31 and July 31. Each installment equals
half of the net tax bill.

Special assessments must be paid in full by
January 31, unless the local government has
adopted an ordinance authorizing installment
payments. Personal property taxes, special charges,
and special taxes must be paid in full by January
31. An exception is provided for improvements on
leased land, which are assessed as personal prop-
erty, and owners of that property may make pay-
ments on the same schedule as for real property.
Also, repayments of municipal loans for energy or
water efficiency improvements to properties may
be repaid in installments, even though state law
designates the repayments as special charges.

Under the basic payment schedule, all pay-
ments made on or before January 31 are sent to the
local municipal treasurer, as are subsequent pay-
ments of delinquent personal property taxes. Pay-
ments made after January 31 are sent to the county



Property Taxes and Special Assessments Payment Schedules and Due Dates

Single
Payment

Basic payment schedule January 31
Multiple installment January 31
schedule (except City of

Milwaukee) adopted by

local ordinance

City of Milwaukee January 31

treasurer, although counties and municipalities
may enter into agreements where the county col-
lects all the taxes.

b.  Multiple Installments Payment Schedule. Sec-
tion 74.12 of the statutes permits municipal gov-
ernments to adopt an ordinance allowing for the
payment of property taxes in multiple installments.
Taxes on real property and improvements on
leased land, or special assessments, or both those
taxes and assessments, may be paid in full by Janu-
ary 31 or in three or more installments, with pay-
ments due on the last day of each month desig-
nated by the ordinance.

Under the installment procedure, the first pay-
ment is due January 31, one-half of the total
amount due must be paid by April 30, and any re-
maining amount due must be paid by July 31. Per-
sonal property taxes and special assessments not
included in the installment ordinance, as well as
special charges and special taxes, must be paid in
full by January 31. Any payments made on or be-
fore July 31 are sent to the local treasurer. Subse-
qguent payments are made to the county treasurer.

c. City of Milwaukee. Under s. 74.87 of the
statutes, taxpayers in the City of Milwaukee may
pay real and personal property taxes and special
assessments and charges of the City in full by
January 31 or in 10 installments with payments due
on the last day of each month from January

Multiple Payments for Taxes on Real Estate and
Special Assessments if Authorized

Two equal payments on or before January 31 and July 31.

Three or more installments due on the last day of each
month. First payment due January 31. One-half due by
April 30 and the remainder by July 31.

Ten installments due on the last day of each month from
January through October.

through October. State and county taxes and spe-
cial charges included on the county portion of the
property tax roll and taxes levied by the metropoli-
tan sewerage district may be paid in seven equal
installments with payments due on the last day of
each month from January through July. Non-City
taxes on personal property must be paid by Janu-
ary 31.

In order for a taxpayer in the City of Milwaukee
to use the installment method, the first installment
payment must be made on or before January 31. A
taxpayer may make one late payment without
forfeiting the installment option, although interest
and penalty charges accrue on the delayed amount.
If a second installment is not paid when due, the
installment option is forfeited, and the full amount
of taxes plus interest and penalty accruing from
February 1 become due.

Delinquent Taxes. State law extends a five-day
grace period for the payment of taxes in
installments. Consequently, if taxpayers wish to
pay in installments, they do not forfeit that option
if a payment is late by five days or less. A five-day
grace period extends to personal property tax
payments, as well. This provision does not apply in
the City of Milwaukee.

If the first tax installment is not paid on or be-
fore January 31, the entire amount of unpaid taxes
is delinquent as of February 1. If the second or any
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subsequent installment is not paid by the due date,
the entire amount of unpaid taxes is delinquent as
of the first day of the month after the payment is
due. If special assessments are not paid by the due
date, the entire amount of remaining unpaid spe-
cial assessments is delinquent as of the first day of
the month after the payment is due. Special
charges, special taxes, and personal property taxes
not paid by January 31 are delinquent as of Febru-
ary 1.

Taxes, special assessments, and special charges
that become delinquent accrue interest charges at
the rate of 1% a month from the preceding Febru-
ary 1, as opposed to the day on which they become
delinquent. In addition, counties may impose a
penalty charge of up to 0.5% a month. If taxes re-
main unpaid for two or more years, the property
can be sold to pay the taxes.

Settlement Process. Distributing collected
property taxes to the taxing jurisdictions is called
the ‘"settlement process.” Municipalities and
counties share this responsibility.

a. Real property taxes, special assessments, spe-
cial charges, and special taxes. Real property taxes,
special assessments, special charges, and special
taxes must be settled on or before January 15, Feb-
ruary 20, and August 20. In municipalities that
have adopted a multiple installment option, addi-
tional tax settlements must occur by the 15th day of
each month in March through August after an in-
stallment payment is due. The January and Febru-
ary settlements are the responsibility of the local
treasurer. In municipalities with the multiple in-
stallment payment option, the local treasurer col-
lects and settles for taxes through the final install-
ment. In all other municipalities, the county treas-
urer collects and settles for the final (July) pay-
ment.
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The county treasurer is required to settle in full
for all real property taxes and special taxes by
August 20. Thus, counties "buy out" the delinquent
taxes by advancing to all other taxing jurisdictions
their share of unpaid property taxes. Therefore, the
settlement process is concluded in August. By
resolution adopted by the county board, the county
treasurer may settle in full for special assessments
and special charges. This procedure does not apply
to the City of Milwaukee.

At each settlement date, collections of special
assessments, special charges, and special taxes are
dispersed first, and then the remaining general
property taxes are divided on a proportional basis
among the taxing jurisdictions. If 45% of the total
levy in the municipality was for the school district,
the municipality pays the school district 45% of the
property taxes collected to date. Similar payments
based on shares of the gross levy are made to the
county, technical college district, and any special
purpose districts. The municipality retains its
proportionate share of the collections.

b.  Personal property taxes. Except for taxes on
improvements on leased land, personal property
taxes must be paid by January 31 and municipali-
ties buy out unpaid personal property taxes at the
February 20 settlement. Because taxes on im-
provements on leased land may be paid in install-
ments, those taxes are settled in proportion to the
amounts paid until August, when municipalities
buy out any unpaid amounts. However, between
February 2 and April 1 in the year after the settle-
ment, municipalities may charge each jurisdiction
for its proportionate share of any amounts that re-
main delinquent, if the taxes are owed by an entity
that has ceased operations or filed a petition for
bankruptcy, or are due on personal property that
has been removed from the next assessment roll.
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STATE OF WISCONSIN

Estate PROPERTY TAXBILL
TOM OF BADCGER
AMERI CA CO.

Real

Bl LL AND SUE HOVEOMNER
RR 9
BADGER, W 58425

ATTACHMENT 2

FOR 2010

IMPORTANT:

Correspondence should refer to tax number

See reverse side for Important Information

Be sure this description covers your property. This description is for

property tax bill only and may not

be a full legal description.

LEGAL DESCRI PTI ON
PART OF THE FI RST ADDI TI CN
TO THE SECOND ADDI Tl ON

CONSI STING OF 1

LOT

PARCEL # 12-116-0029- 0000

BADGER, W 58425

Assessed Value Land Ass'd. Value Improvements Total Assessed Value Ave. Assmt. Ratio Net Assessed Value Rate
45, 990 107, 310 153, 300 95 000% (Does NOT reflect credits) . 0205052
Est. Fair Mkt. Land Est. Fair Mkt. Improvements Total Est. Fair Mkt. %ﬁ‘z;";mﬁsﬁ;"f}:‘;i School taxes reduced by
48, 411 112, 958 161, 368 D ’ School levy tax credit $243 67
2010 2011 2009 2010 % Tax
Est. State Aids Est. State Aids Net Tax Net Tax Change
Taxing Jurisdiction Allocated Tax Dist. Allocated Tax Dist.
STATE OF W 28. 56 27.43 -4. 0%
AMERI CA CO 30, 260 28, 787 648. 43 664. 84 2.5%
TOMN OF BADCER 124, 468 121, 492 804. 66 824.59 2.5%
SCH. DI ST. #1234 638, 444 641, 006 1,291. 82 1, 336. 12 3.4%
TECH COLLEGE #56 39, 020 39, 369 251. 98 258. 19 2.5%
SANI TARY Dl ST. #7 31.92 32. 27 1.1%
Total 832, 192 830, 654 3,057. 37 3,143. 44 2.8%
First Dollar Credit 64. 96 67. 29 3.6
Lottery & GamingCredit 74. 11 77.78 5. 0%
Net Property Tax 2, 918. 30 2, 998. 37 2. 7%
Make Check Payable To: Full Payment Due on or Before January 31, 2011 Net Property Tax $2, 998. 37
JANE DCE $ 3,364.57
TREAS. TOM OF BADGER
RR 9, P.O BOX 6890 GARBAGE 366. 20

Or First Installment Payment Due On or Before January 31

AMVERI CA CO COURTHOUSE
BADGER, W 58425

$ 1,865.39
And Second Installment Payment Payable To: And Second Installment Payment Due on or Before July 31
JOHN SM TH, CO TREAS. $ 1,499. 18

Check For Billing Address Change.

Bl LL AND SUE HOVEOMNER
RR 9
BADGER, W 58425

TOTAL DUE FOR FULL PAYMENT

PAY BY January 31, 2011

> $ 3,364.57

Warning: If not paid by due dates, installment option is lost and total tax
is delinquent subject to interest and if applicable, penalty.
(See reverse)
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