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PROPERTY TAX OVERVIEW

l. Introduction

The property tax is the primary tax for local governments — school districts, technical college districts,
counties, municipalities (towns, villages, and cities), and special districts (town sanitary districts,
metropolitan sewerage districts, and inland lake districts). Gross property taxes levied in 2015 for
collection in 2016 totaled $10.62 billion, by far the largest tax in the state and local government finance
system. For comparison, in fiscal year 2015, state income tax collections were $7.32 billion and state
sales tax collections were $4.89 billion. Inflation adjusted gross property taxes levied (2000-2015) and
annual percentage changes are shown in the chart below (see Appendix 1 for detail):

Chart 1: Gross Property Tax Levy (adjusted’) and Annual % Changes: 2000-2015
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The gross property tax levy in Wisconsin was generally showing an upward trend and peaked in 2010,
followed by continuous declines for four consecutive years (2011-2014). The trend was reversed in
2015 as the levy amount increased by 2.16 percent.

By law, all tangible real property (land and buildings located on that land) and personal property
(property with no land attached to it) are to be taxed unless specifically exempt from taxation. Property
owned by the federal government, the state, and by local governments is generally exempt. Property
owned and used by churches, universities, educational and charitable facilities, non-profit hospitals, and
non-profit housing are also generally exempt. Certain types of personal property, such as household

1 Source: Consumer Price Index for All Urban Consumers: All Items, Index 1982-1984=100, Monthly, Seasonally

Adjusted. U.S. Department of Labor: Bureau of Labor Statistics. Nominal amounts are adjusted for inflation, and
the numbers are in 2015 US dollars.



personal property, manufacturing machinery and equipment, inventories, computers, and waste
treatment equipment, as well as intangible property, such as bank accounts and corporate securities,
are also exempt.

The property tax in Wisconsin is an ad valorem (according to value) tax. While local governments are
primarily responsible for administering the property tax, state statutes determine how these
responsibilities are carried out.

1l Classification of Property

"General Property" is defined by statue as including all taxable "real" and "personal" property except
that which is taxed under special provisions, such as utility, Forest Crop, and Managed Forest property.
Taxable real property includes not only the land, buildings, improvements and fixtures, but also rights
and privileges connected with the land. Personal property includes all goods, wares, merchandise,
chattels, and effects having any real or marketable value and not included in real property. The
assessment date for both types of property is January 1 every year.

1. Real Property

Wisconsin law requires the assessor to classify land on the basis of use. Real property is divided into the
following statutory classifications:

Table 1: Real Property Classes

Class Property Category Description
1 Residential Includes any untilled parcel on which a dwelling is located.
Includes parcels where the primary use is the selling of
2 Commercial merchandise and/or the provision of a service. Apartment houses

with four or more units are included in this class.

Includes parcels where the primary use is the assembling,
3 Manufacturing processing, fabricating, making or milling of tangible personal
property for profit.
Includes land where the primary use is for the growing of annual
crops, pasturing animals, or similar activities.
Includes land such as bog, marsh, lowland brush, uncultivated
5 Undeveloped land zoned as a shoreland, and nonproductive land not otherwise
classified.
Includes land capable of producing commercial forest products
that meets one of the following requirements: 1) it is contiguous
to a parcel that has been classified in whole as agricultural and
owned by the same person; or 2) it is located on a parcel where at
least 50 percent of the acreage has been converted to agricultural
land in the property assessment of January 1, 2005, or thereafter.
Productive Forest Includes land that is capable of producing commercial forest

Land products.
Includes land not included elsewhere, farm buildings and

7 Other improvements, and the land necessary for these farm-related

structures.

4 Agricultural

5M Agricultural Forest



Classification is important since it affects the assessed value of land classified as agricultural,
undeveloped, and agricultural forest (discussed later).

2. Personal Property
Personal property is divided into the following classes:

Table 2: Personal Property Categories

Category Description
Boats and Watercraft Includes steam boats and other vessels.
Includes machinery, jigs, and tools that are not
otherwise exempt.
Includes furniture and equipment not classified as
machinery.
Includes all other non-exempt personal property not
included in the other categories.

Machinery, Tools, and Patterns
Furniture, Fixtures, and Equipment

Other

1. Value Assessment

For property taxation purposes, there are two critical values that can determine how much a property
owner will pay: 1) assessed value, and 2) equalized value.

Assessed values are the values the assessor places on the properties and are used to distribute the
municipality's tax burden among the individual property owners. In Wisconsin, Department of Revenue
(DOR) assesses manufacturing real and personal property, and the municipal government assessors are
responsible for all other property. All non-agricultural assessments must be based on the market value
of property as of January 1. However, state law recognizes that every municipality cannot be assessed
exactly at market value each year. As such, the law allows each municipality to be within 10 percent of
market value, provided there is equity between the taxpayers of the municipality.

Because assessors in different taxing districts may value property at different percentages of market
value, it is necessary for DOR to convert the assessed values by taxing jurisdiction, to a uniform level.
These uniform values are called equalized values. Tax levies for overlying jurisdictions (counties,
technical college districts, and school districts) are allocated to each municipality based on that
municipality's share of the jurisdiction's total equalized value. As such, any of the following, in addition
to other factors, may affect property tax bills: 1) changes in municipal, school or county property tax
levy; 2) differences in rates of equalized value growth among municipalities or within a municipality; and
3) changes in municipal equalized value share of the school and/or county equalized value. Because of
the mechanism discussed above, county, school and technical college districts, for example, would levy a
larger share of the property tax from a municipality with higher equalized value growth rate.

The following table shows data for 2015 and 2016 on equalized values by class:



Table 3: Equalized Value by Property Class for 2015 and 2016

Property Class

Equalized Value

Y 2015 Y 2016
Real Property:
Residential $344,556,341,500 $354,513,068,200
Commercial $94,149,558,800 $97,719,669,500
Manufacturing $13,720,756,250 $14,095,837,750
Agricultural $2,051,656,900 $2,077,862,400
Undeveloped $1,976,543,900 $1,964,998,300
Agricultural Forest $2,902,548,700 $2,959,513,200
Forest $7,414,206,900 $7,421,646,000
Other $11,529,851,000 $11,787,181,400
Real Property TOTAL: $478,301,463,950 $492,539,776,750

Personal Property:

Boats & Watercraft

$ 17,458,500

$17,408,200

Machinery, Tools, and Patterns $4,936,091,600 $5,209,605,500
Furniture, Fixtures, and Equipment $4,984,102,200 $4,989,453,800
Other $2,432,580,300 $2,466,788,400
Prior Year Error Adjustment -$69,152,500 -$98,704,400
Personal Property TOTAL: $12,301,080,100 $12,584,551,500
Total $490,602,544,050 $505,124,328,250

Undeveloped land and "agricultural forest" land are assessed at 50 percent of full value by reducing the
full value of qualifying undeveloped and agricultural forest properties by 50 percent. The chart below
shows percentage shares for all the property categories:

Chart 2: Breakdowns of Equalized Value for 2016
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Residential property is the predominant property class with respect to the state-wide equalized value in
Wisconsin, followed by commercial property.

V. Property Tax Levies
1. Tax Levies

The property tax is generally considered a residual revenue source for local governments. Every fall, the
governing body of each local taxing jurisdiction determines its budget for the following year. The
budgeted amount is reduced by other anticipated revenues, with the remaining amount raised from the
property tax. State law may, however, limit the amount that may be raised (as discussed later in this
report). The property tax rate is determined by the levy amount, which is set during the budget process,
and the taxing jurisdiction's equalized value. As such, in general, the decline in a municipality's
equalized value often leads to an increase in property tax rate, and vice versa. The chart below shows
the state-wide equalized value and the average gross property tax rate over the last 15 years (see
Appendix 2 for detail):

Chart 3: State's Total Equalized Value (Nominal) and the Average Gross Property Tax Rate
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The state's total equalized value declined during the period between 2009 and 2013 (see Appendix 3 for
county-specific percentage changes in equalized value, 2008-2013), and the average gross property tax
rate steadily increased during the same period.

State total property tax levies for the 2015-16 property tax year are noted in Table 4, as follows:

Table 4: Property Tax Levies by Type of Taxing Unit, 2015-16

Type of Unit # of Units | # of Units with Levy Amount Levied
School Districts 424 424 $4,852,850,963
Technical College Districts 16 16 $416,725,123
Counties 72 72 $2,086,469,255
Municipalities 1,913 1,886 $2,668,285,133




Type of Unit # of Units | # of Units with Levy Amount Levied
Municipalities w/ TIF Districts? 448 425 $402,679,560
Special Districts 540 237 $109,867,095
State (forestation tax) 1 1 $83,258,195
Total 3,414 3,061 $10,620,135,324

The chart below shows percentage shares among the above taxing jurisdictions for the 2015-16 tax year:

Chart 4: Levy Percentage Shares by Taxing Unit (2015-16)
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2. Property Tax Credits

The school levy tax credit is distributed to municipalities based on their share of statewide school levies.
The credit reduces individual property tax bills and is not considered a source of revenue by school
districts and other local governments when setting their annual budgets and determining their property
tax levies. For the 2015-16 property tax year, the credit totaled to $853.0 million. During the last 15
years, the amount of school levy tax credit was increased four times:

2 TIF districts = Tax Increment Financing districts. The number of units with levy accounts for municipalities that
collect tax (tax increment) on TIF value increments.



Chart 5: School Credit and Net Tax Levy (2000 — 2015)
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*Figures do not take into account lottery and gaming credits and first dollar credits.

The credit is calculated based on the prior 3 years' school tax levies (school district levies and levies for
county-operated schools for children with disabilities) levied in each municipality. The credit appears on
property tax bills as a reduction to the school property tax levy.

The lottery and gaming credit is paid on primary residences, which is generally defined as an owner-
occupied house used as its owner's residence for 6 months or more in a given year. The credit equals
the school district property tax levy on a certain amount (that can vary from year to year) of the
residence's market value. For the 2015-16 property tax year, the credit equaled the school property tax
on $10,500 in market value. Total credits were about $158.2 million, and the average credit was $109.

The first dollar credit is paid to all real estate parcels on which an improvement is located. The credit
equals the school district property tax levy on a certain amount (that can vary from year to year) of the
parcel's market value. For the 2015-16 property tax year, the credit equaled the school property tax on
$6,500 in market value. Total credits were about $149.0 million, and the average credit was $67.

3. Property Tax and Levy/Revenue Limits

Under the school district revenue limit, the amount of revenue that a school district can raise from
general school aids (consisting of equalization aid, special adjustment aid, inter-district integration aid,
and intra-district integration aid) plus property taxes (excluding levies for referendum approved debt
and community service programs) may not exceed a certain level, defined by law. The amount can vary
from year to year, is measured on a per pupil basis, and is generally based on the revenue limit of the
prior year. For the 2015-16 school year, the revenue limit was the limit for the 2014-15 school year.

Municipalities and counties are subject to a levy limit. Under the limit, property tax levies may not
increase by more than the greater of zero percent or the percentage increase in unit's equalized value
due to net new construction in the prior year. Adjustments to the limit are permitted for referendum
approved increases, changes in costs for servicing some debts, and transfers of service responsibility to
another local unit of government.



Counties were subject to a tax rate limit under which the operating tax rate and debt tax rate could not
exceed the rates for 1992-93. The limit was suspended for the 2011-12 and 2012-13 tax years and
repealed effective with the 2013-14 tax year.

Starting in the 2014-15 property tax year, technical college districts are subject to a revenue limit.

Under the revenue limit, district revenues, including property tax levy and state aid, may not increase by
more than the percentage increase in the district's equalized value due to net new construction in the
prior year.

V. Property Tax Collection Process

The municipal clerk is responsible for issuing property tax bills. In most municipalities, the clerk
calculates the tax rates to be used in the various tax rate areas in his or her municipality and notifies the
county treasurer or tax lister of these rates. Tax bills are then prepared by the respective county official.
The bills must be mailed in early December.

The initial property tax payment is normally paid to the municipal clerk or treasurer. Generally, a real
estate property tax bill is due for payment no later than the following January 31. However, a real
property owner may opt to pay his or her bill in installments. In most of the state, property taxes can be
paid in 2 installments, due on January 31 and July 31. Some municipalities permit payments in multiple
(from 3 to 7) installments, with the final installment due no later than July 31. Real property taxes in the
City of Milwaukee can be paid in up to 10 installments.

Property Tax Settlement

Property tax settlement is the process by which amounts collected by municipal and county treasurers
are distributed to those governmental entities that levied a property tax.

In two-installment municipalities, there are four settlements. In January, the municipal treasurer pays
out for taxes collected in December. In February, the municipal treasurer pays out for taxes collected in
January. The tax roll and collection process then transfers to the county. In March, the county treasurer
pays the state for the state forestation tax. In August, the county treasurer pays out the remaining
amounts due. Unpaid real estate taxes are generally retained by the county for subsequent collection.

In municipalities that allow 3 to 7 installments, the municipal treasurer is required to pay out for taxes
collected at each installment date. The tax roll and collection process are turned over to the county
after the last installment, at which point the county retains unpaid real estate taxes for subsequent
collection.

In the City of Milwaukee, with its 10 installments, the process operates in a similar manner except that
the City retains responsibility for collecting unpaid real estate taxes.

Delinquent Property Taxes
Annually, on September 1, the county treasurer issues a tax certificate to the county that includes all
parcels of real property for which property taxes remain unpaid as of August 31. The issuance of the tax

certificate begins what is known as the redemption period. Any person may redeem the land described
in the tax certificate by paying all the unpaid taxes plus interest and penalties.

8



Generally, the redemption period is two years. A county can generally force collection of delinquent
taxes two years after the issuance of the tax certificate. There are three methods to force collection of
the delinquent taxes: (a) take a tax deed, (b) commence an action to foreclose the tax certificate, or (c)
commence an action to foreclose the tax lien.

Most counties do not maintain ownership of tax-deeded property. Once a marketable title is obtained,
counties usually sell the property. If the property sold had been used by the former owner as a
homestead at any time during the 5 years preceding the county's acquisition, the former owner may be
entitled to some of the net proceeds (excess of sale price over unpaid taxes, penalties, and interest plus
costs related to acquiring and selling the property).



VI.

Appendix

Appendix 1: State-Wide Gross Property Tax Levy, 2000 — 2015

Year

Levy Amount
(Nominal)

Adj. Levy Amount
(in 2015 Dollars)

% Change
(Adj. Levy Amount)

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

$6,604,531,389
$7,043,666,360
$7,363,577,315
$7,687,307,320
$8,151,045,737
$8,326,736,844
$8,709,669,302
$9,250,316,430
$9,667,123,868
$10,105,672,880
$10,364,621,230
$10,384,819,360
$10,469,859,150
$10,605,522,055
$10,383,690,172
$10,620,135,324

$9,090,114,317

$9,428,937,464

$9,702,365,576

$9,901,385,521
$10,225,907,038
$10,106,160,772
$10,240,956,677
$10,573,146,451
$10,643,513,066
$11,162,115,508
$11,263,794,404
$10,942,199,513
$10,807,257,622
$10,789,058,122
$10,395,994,541
$10,620,154,994

3.73%
2.90%
2.05%
3.28%
-1.17%
1.33%
3.24%
0.67%
4.87%
0.91%
-2.86%
-1.23%
-0.17%
-3.64%
2.16%

Appendix 2: State-Wide Total Equalized Value and Average Gross Property Tax Rate

Year State-Wide Average Gross
Equalized Value Property Tax Rate

2000 $286,321,491,800 2.3067%
2001 $312,483,706,600 2.2541%
2002 $335,326,478,700 2.1959%
2003 $360,710,211,300 2.1312%
2004 $391,187,814,700 2.0836%
2005 $427,933,562,000 1.9458%
2006 $468,983,199,800 1.8564%
2007 $497,920,348,700 1.8578%
2008 $514,393,963,700 1.8793%
2009 $511,911,983,100 1.9741%
2010 $495,904,192,300 2.0900%
2011 $486,864,232,800 2.1330%
2012 $471,092,529,200 2.2225%
2013 $467,502,564,000 2.2685%
2014 $479,023,957,200 2.1677%
2015 $490,602,544,050 2.1647%
2016 $505,124,328,250



Appendix 3: Aggregate Equalized Value (Nominal) Percentage Change by County, 2006-2016 and 2008-2013
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State-wide Average: 7.71% (2006-2016), -9.12% (2008-2013)



