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MEMO
To: Mayor, City Attorney and City Council
CC: Department Directors & Press
From: City Administrator
Subject: Administrator’s Report
Date: July 1, 2014

Structure Fire: City of Waukesha Fire Department responded to a reported structure at 2105
Easy St at approximately on 6/24.. A single family 2 story home with moderate smoke coming
from inside the structure was discovered. The owner was home at the time and met with fire
personnel outside the structure. Companies inside found a fire in the living room that they were
able to contain to the room of origin. The house also sustained moderate to severe smoke
damage. Cause is still under investigation. One firefighter sustained a minor injury. Damage
estimates are $50,000-$75,000.

Emergency Contact Cards: An error was discovered in the emergency contact wallet cards that
were provided to you. Attorney Running’s correct work cell phone is 262-226-0741.

Tax Comparison Report: The Wisconsin Taxpayers Alliance prepared a report on State Tax
Rankings (copy attached). It confirms much of what | reported about the City of Waukesha at the
last Council meeting with high per capita taxes and below average non-tax revenues. It also
points out that the State has imposed a number of mandates on local government restricted
municipalities ability to raise revenues.

Clerk-Treasurer’s Office: Its primary election time (again) and 487 regular absentee ballots
were sent for the upcoming Partisan Primary by the deadline of June 26",

The C/T office is coordinating procedures for a specific group of absentee voters under the new
law passed in May (2013 Wisconsin Act 159), which requires municipalities to send two special
voting deputies (SVDs) to CBRFs and RCACs in addition to the three nursing homes we already
service. The implication of this Act for the City is that we are now required to serve SIX additional
facilities with a substantial number of absentee voters. (Avalon Square, for example, which is a
Residential Care Apartment Complex, currently has 61 voters that request absentee hallots,
which we are now required to provide in-person absentee voting services for at their facility.) This
change in the law increases our serviced absentee voters from 29 to 162. Another State
unfunded mandate!

Finance Department: The Finance Department has been focused on the following efforts over
the past couple of weeks.

1) TIF Binders (a complete review of TIF progress and reporting)

2) Update to Debt Schedules

3) Budget preparation — Key Indicators

4) General Improvement Fund (0400) review

Items just completed were:
1) Upgrade to Munis 10.3 (Tim Turner & Finance Staff — Vital to the success of the
upgrade)
2) Carryovers of Enterprise Funds
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3) Financial Statement Review (soon to be issued)
4) Management Letter Comments (management responses to be completed soon)

Enginegering Division

» City Buildings and Facilities:

o Police Department Parking Lot Replacement including fencing — awarded to low
bidder on June 17, 2014. City Craws could start the City portion of the project in
the immediate future.

o Municipal Garage and Incinerator Roof Repairs — 75% complete.

o Heyer Drive Tennis Courts — Bids opened July 11, 2014.

* Garbagef/Recycling: have begun negotiating with top ranked proposer for next
residential contract.

« Flood Mitigation: designing S East Ave. and Sunset Dr. intersection flood mitigation
plan; plan of installing large diameter relief sewer pipe extending from intersection south
to discharge point near STH59/164(Les Paul Pkwy).

o Sanitary Collection System:

o Flow Monitoring: Woodfield pump station area.

o Manhole Inspections: inspecting east section of City.

o Manhole Repairs: Projected start date of 7/7/14.

« Street and Utility Projects:

o Chicago Ave. ~ Utility work substantially complete; road excavation and grading
in progress.

o Windser Dr. and S. Charles St.. sanitary sewer, water main, road removals,
grading and graveling - complete; road construction — in progress,

o 2014 Asphalt Resurfacing and Street Rehabilitation: - Project will begin in
approximately 1 week.

¢ Street Asphalt Patching: Patching should be completed by 6/27 (weather permitting).

e Sireet Concrete Patching: Potential start date of 7/7/14 (weather permitting).

s Sidewalks:

o Inspection: Survey of city is 90% complete.

o Projects: In preparation for the 2015 East Ave road project. Sidewalk
replacement is scheduled to start 7/07/2014. (The limits for the sidewalk project
are from Sunset to College)

» DPW Newsletter: 3" issue of the DPW newsletter is scheduled to be published early
July.

Metro Transit Division
« Holiday: Bus services will not run on July 4™,
e County Fair: Once again, Metro Transit will service the County Fair July 16" — 19"
{Route 9)

Parking Division
s Parking: Working with the Clarke Hotel in creating a more convenient parking solution.

Streets Division
¢ Street Repair. Cenfral was completed; working on crack-filling and base patching streets

as well as concrete patching on North St. and Moreland Blvd.
e Composting: Have begun set out (with free mulch) for public and working on screening
more as weather allows.




Wastewater Treatment Division
» Construction Update: Digester demolition complete, along with 30" sewer line

relocate. Working on water and gas line relocations. Closed on the Clean Water Fund
loan. Painters on site starting prep work.

+« Reporting: Annual CMAR report submitted along with phosphorus operaticnal evaluation
report to DNR. Working on chloride and UV reporis due end of June.

¢ Auditing: Completed DNR [ab and pretreatment audit.

o CIP: Purchased aerial work platform and gas pump as approved.

Cemetery: Cemetery Manager David Brenner is retiring July 11" and submitted the following
report:

Interment activity remains robust. To date, 101 services have occurred or are scheduled.
Projecting the trend would see 208 services conducted this year. This compares to a eight year
average of 181 services. Year to date with 101 services, projected to be 208 is a dramatic
increase over 2013, which was a slower year when only 169 services were conducted.

Sales of graves are on target to budget, as is the Cremation Garden. Crypt sales are helow
target, as are natural burial sales. Niche sales are significantly below target.

To date, over 46% of grave services (27) conducted this year at Prairie Home were situations
where there was no headstone and represented a lost sales opportunity and revenue for the
cemetery and city.

Work on the grounds keeping is progressing. This past week has us behind a bit in cutting and
trimming owing to almost 7 inches of rain the week before. We now have a full seasonal staff and
have been compelied to use our reserve mower along with our three other mowers just fo keep

up.

As always, if you have any questions about the above matters or any other City administrative
husiness/activities, please feel free to conltact me.
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State Tax Rankings: Digging a Little Deeper
Income, Property Tax Burdens Vary by Taxpayer, Place

State and local tax burdens are frequently compared and ranked, but the proverbial devil is often in the details.
For example, at $20,000 of income, a family of four in Wisconsin had the 33rd highest income tax load in the
U.S., but at $75,000 that burden was seventl highest. Similarly, an owner of a $150,000 house in Milwaukee paid
83,846 in 2012 property taxes, fourth highest among large cities across the nation, while a Rice Lake owner paid
83,229, seventh highest relative to other small-town homeowners.

Rankiug states on their overall
tax burdens is a favorite pastime
of politicians and pundits. These
comparisons are informative, but
they often mask differences among
states in their approaches to taxation.

For example, these rankings
generally do not distinguish between
families with incomes of $25,000
versus $50,000 or $100,000. Yet, in
some states, the taxes these house-
holds pay can claim very different
shares of income. In others, they
may be more similar.

Two national reports—one from
Minnesota and another from Wash-
ington D.C.—help fill this gap, al-
lowing state-by-state comparisons
of tax burdens at different income
levels. The information found in

these reports combined with broader
measures of tax burden allow for a
more complete picture of the rela-
tive tax burden faced by Wisconsin
familics.

THE BIG PICTURE

Annual figures from the U.S.
Census Burecau are most commonly
used to compare state tax burdens.
Unfortunately, they are not particu-
larly timely: The latest data arc for
fiscal 2010-11 (2011).

That year, Wisconsin’s state and
local governments collected $25.6
billion in taxes. To compare with
other states, that total is adjusted for
population or income. Wisconsin’s
total taxes equalled $4,499 per capita
(17th highest) and 11.6% of total
state personal income (11th). When

government fees are added, the totals
rise and ranks fall slightly ($5,783
and 18th; 14.9% and 15th).

Personal income is a broad
economic measure that includes
wages, benefits, government pay-
ments, interest, and other income
sources. The tax figure is equally
broad and includcs collections based
on individual and corporate incomes,
sales, and property, among others.
Because Wisconsin’s per capita
income is about 4% below average,
the state’s rank for taxes relative to
income is typically higher than its
per capita rank.

Also in this issue:

Pension Funding * Post-Grad Exams
* New Municipal Spending Report

A service of the Wisconsin Taxpayers Alliance




Figure I: Overall Tax Burden Above Average
Taxes as % of Personal Income, U.S. and Wis., 201 |

R 2.2%
a5 | Other ——=
. (]
=  20%
Sales———> 36th
2.9% Total Taxes
6% .‘ cho — 11.6%
" —Ind. Income——> I1th
3% 3 _
—Properly——> : J
0% —

U.s. Wis.

Based on Census figures, Wisconsin would likely
be considered a “high-tax” state. However, not all
taxes are above national norms. The state relies more
on property and income taxes, and less on sales taxes,
than most states,

Property, Income Taxes High

Property Taves. Wisconsin’s largest tax, the
property tax, totaled $9.8 billion in 2011. Used by
municipalities, counties, K-12 schools, technical
colleges, special districts, and the slale, it is paid by
owners of residential, commercial, manufacturing,
agricultural, and other property. In 2011, property
taxes here claimed 4.5% of personal income and were
11th highest among the states (see Figure 1). They
averaged 3.6% of personal income nationally.

Income Taxes. The stale’s second-largest tax, the
individual income tax, was also 11th highest nation-
ally. Collectionsin 2011 totaled $6.4 billion, or 2.9%
of personal income. Nationally, that figure claimed
2.3% of personal income,

Seven states (Alaska, Florida, Nevada, South
Dakota, Texas, Washington, and Wyoming) have
no individual income tax, while two (New Hamp-
shire and Tennessee) tax only dividend and intcrest
income. Individual income taxes claimed an aver-
age 2.8% of personal income in the 41 states with
broad-based income taxes.

Sales Tax More Modest:
Among the three major taxes, sales tax collections
in Wisconsin are more modest than property or income

taxes. In 2011, they totaled $4.4 billion for state and
local governments combined, and claimed 2.0% of
personal income, 36th highest among the states, Na-
tionally, sales taxes claimed 2.4% of personal income.

A CLOSER LOOK

Digging a little deeper reveals Wisconsin residen-
tial property taxes are higher than federal data might
indicate. And, for low-income residents, income taxes
here are lower than in most states.

The Property Tax

For most Wisconsinites, the property tax is the
largest state or local tax they pay. For property own-
ers, the tax is explicit; it is a bill they receive each
December. For renters, the property tax is less trans-
parent. The tax is paid by a landlord who views it as
a cost of doing business and passes it on to tenants
in higher rent. The state’s property tax/rent credit,
claimed on the state income tax form, recognizes
property taxes borne by renters.

Comparison is Difficult. Comparing property
taxes across slates is difficult.

First, the property tax is primarily a local tax but
is levied by multiple units of government. As such,
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Wisconsin lias many different property (ax rates. The
rate in Madison differs from rates in Milwaukee or
Rhinclander, for example.

Sccond, the property tax an individual pays de-
pends on both the rate and value of the property. Yet
propertly values vary widely. A three-bedroom home
in rural Rhinelander will likely be valued less than the
same home in suburban Brookfield. The Brookfield
home, in turn, will probably be valued less than a
similar home north of Chicago.

Third, families with the same income make dif-
ferent housing choices; some buy more expensive
homes, others more modest ones, Thus, two families
with the same income living in the same community
could have very different property tax bills.

Residential Property Taxes High. A study from
the Lincoln Institute of Land Policy (Massachusetts)
and the Minncsota Center for Fiscal Excellence pro-
vides one of the best comparisons of residential prop-
erfy taxes across states. It compares properly taxes
at different home values in both the largest city in the
state and a representative small town (Milwaukec and
Rice Lake, respectively, for Wisconsin). Becausc the
property tax structure in Chicago and New York City
differ substantially from the rest of their respective
stales, the study also includes Aurora and BufTalo in
the large-city analysis.

In Milwaukee, 2012 property taxes were $3,846
ona$150,000 home and $7,876 on a $300,000 home.
Both amounts were nearly double the national median
(half lower, half higher). For a $150,000 home, the
median was $1,959; for a $300,000 home, $4,147
(see Figure 2).

Compared to other large cities, Milwaukec prop-
erly taxes on both $150,000 and $300,000 homes were
fourth highest nationally in 2012 (scc Table 1 on page
five). Property taxes in Detroit, Bridgeport (Conn.),
and Aurora (I11.) were higher.

High property taxes in midwestern states are
evident in the table. Four of the top five cities were
in the midwest (Detroit, Aurora, Milwaukee, and Des
Moines). Minncapolis ranked 21st.

Wisconsin’s relatively high residential property
taxes are confirmed by the “small-town” comparisons.
On a $70,000 home, Rice Lake property taxes were
$1,431, or 82% above the U.S, median, They were
more than 75% above the median on both $150,000
(53,229, 79%) and $300,000 ($6,600, 83%) homes

Figure 2: Residential Property Taxes High

2012 Prop. Taxes on Urban and Rural Homes, Wis. (Red) and U.S. (Blue)

SI50K
Rural

Urban

S300K

Rural

Mt | s6,600

50 $2,000 $4,000 56,000

(see Figure 2). Compared to small towns in other
states, Rice Lake’s properly taxes ranked ninth on
the $70,000 home and seventh on both higher-valued
homes.

These figures do not reflect two 2013-15 property
tax cuts in Wisconsin that totaled about $466 million.
However, the cuts would have had little impact on our
national rank. In 2012, Milwaukee’s property taxes
were about 9% higher than fifth-ranked Des Moines.
The tax cut was less than 5%, so even with the cut,
Milwaukee’s taxes would have remained fourth
highest. Rice Lake would have dropped slightly in
rank, from ninth to 11th on a $70,000 home and from
seventh to 10th on a $150,000 home.

Homestead Credit. Wisconsin’s Homestead
Credit, which eases the property tax burden for low-
income households, is also excluded from the above
calculations. For households with incomes below
$8,060, the credit equals 80% of the first $1,460 in
property taxes or qualifying rent for a maximum credit
of $1,168. The credit declines as income rises and is
eliminated above $24,680.

Why High? At least three factors drive Wis-
consin’s relatively high residential property taxes:
greater use of the tax to fund local governments, past
legislative actions, and the “uniformity clause” in the
state constitution.

In 2011, nearly 39% of local government revenue
in Wisconsin was from property taxes, the ninth high-
est percentage among the states. Wisconsin's reliance
on the property tax reflects its early settlement by New

$7,876

$8,000
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Figure 3: Local Usage Drives up Property Taxes
Prop. Taxes % of Pers. Inc. and Local Revenues, 2012
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Englanders. Ofthe six New England states, five (Con-
necticut, Maine, Massachusetts, New Hampshire, and
Rhode Island) rank among the top six in local rcliance
on the property tax. Vermont is the exception, but it
has a state property tax more than twice as large as
the local one whose revenues are transferred back to
local governments. Figure 3 highlights the relation-
ship between local property tax usage and burden.

Past legislatures have also narrowed Wisconsin’s
property tax base by exempting certain types of
property. At one time, nearly all property, including
houschold items, savings, livestock, and manufactur-
ing inventories, was taxed. Many personal items were
exempted before or during early statehood. Between
the early 1960s and 1982, the state exempted the value
of all livestock, inventories, and manufacturers’ in-
ventories. Manufacturing machinery and equipment
has been exempt since 1974,

The state also largely exempts from property
taxes forests enrolled in one of the state’s forest land
programs. In addition, farmland has been valued ac-
cording to use rather than market value since 2000,
greatly reducing property taxes on agriculture. These
legislative actions shift some of the property tax bur-
den to owners of residential property.

Finally, Wisconsin’s “uniformity clause” (Article
VIII, Section 1 of the state Constitution) requires
uniform taxation. Thus, residential property is taxed
at the same rate as commercial and manufacturing
property.

Some other states tax residential property differ-
ently than commercial or manufacturing property. For

example, Louisiana assesses commercial buildings at
15% of fair-market value; however, it assesses resi-
dential property at 10% of value and does not tax the
first $7,500 of assessed value ($75,000 of fair-market
value), shifting the property tax burden from residen-
tial to other types of property, and from low-valued to
high-valued residential property. Because Wisconsin
does not give preferential tax trealment to residential
property, taxes on those propertics here tend to be
higher than in states that provide such treatment.

The Income Tax

Wisconsin’s second largest tax is the state income
tax. The Badger state is one of 33 with a graduated
income tax; i.e., the tax rate increases with income.
Eight states—Colorado, Illinois, Indiana, Massachu-
setts, Michigan, New Hampshire, Pennsylvania, and
Utah—have flat-rate income taxes.

In 2010, the last year for which there are compa-
rable data, Wisconsin had five income tax brackets,
ranging from 4.60% for taxable incomes below
$13,420 (married couple filing jointly) to 7.75% for
taxable incomes above $295,550 (scc Table 1). Re-
cent legislation reduced the number of brackets and all
income tax rates. The rate is now 4.00% (for incomes
up to $14,540) in the lowest bracket and 7.65% (over
$320,250) in the highest. Lawmakers also made the

Table I: Wisconsin’s Income Tax has Changed
State Income Tax Brackets, 2010 and 2014

2010
Filing Taxable income:
Status ~ From To Rate
Single or S0 $10,070 4.60%
head of 10,070 20,130 6.15
housechold 20,130 151,000 6.50
151,000 221,660 6.75
221,660 -+ 1.75
Married, 0 13,420 4.60%
filing 13,420 26,850 6.15
jointly 26,850 201,340 6.50
201,340 295,550 6.75
295,550 + 7.75
2014
Filing I'axable income:

Status From  To Rate
Single or S0 $10,910 4.00%
head of 10,910 21,820 5.84
household 21,820 240,190 06.27

240,190 + 7.65

Maied, 0 14,540 4.00%
filing 14,540 29,090 5.84
jointly 29,090 320,250 6.27
320,250 + 7.65
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Table 2: Wisconsin Residential Property Taxes High
2012 Property Taxes in 52 Large Cities in 50 States

City $150,000 Rk $308,000 RIc City S150,000 Rk 5300,000 Rk
Delroit, M1 $5,001 1 $10,004 1 Sioux Falls, SD $1,950 27 $3,900 30
Bridgeport, CT 4,317 2 8,633 3 Atlanta, GA 1,943 28 4,570 23
Auwrora, 1L 4,176 3 §,899 2 Anchorage, AK 1,937 29 3,994 28
Miltwankee, W1 3,846 4 7,876 4 Wilmington, DE 1,921 30 3,842 31
Des Moines, 1A 3,535 5 7,297 5 Albuquergue, NM 1,866 31 3,821 32
Philadelphia, PA 3528 6 7,056 6 Charlotte, NC 1,847 32 3,693 35
Newark, NJ 3523 17 7,045 7 Los Angeles, CA 1,810 33 3,708 33
Manchester, NH 337 8 6,754 8 Oklahoma City, OK 1,783 34 3,681 36
Portland, OR 3,268 9 6,536 10 Las Vegas, NV 1,711 35 3422 37
Buffalo, NY 3,200 10 6,579 9 Litile Rock, AR 1,673 36 31,696 34
Columbus, OH 3,063 1] 6,126 11 Billings, MT 1,511 37 3,021 39
Omahs, NE 3,028 12 6,057 12 Indianapolis, IN [,496 38 2,991 40
Battimore, MD 2,992 13 5,085 13 Boise, [D §,465 39 4,226 25
Burlington, VT 2,893 14 5,786 14 Virginia Beach, VA 1,420 40 2,841 41
Houston, TX 2,812 15 5,763 15 Seatile, WA 1,403 41 2,306 42
Memphis, TN 2,790 16 5,592 16 Salt Lake City, UT 1,290 42 2,581 43
Portland, ME 2,635 17 5458 17 Phoenix, AZ 1,283 43 2,565 44
Providence, RY 2,583 18 5,166 18 Charleston, WV 1,143 44 2,281 45
Fargo, ND 2,350 19 4,699 21 New Orleans, LA 1,088 45 3,200 38
Chicago, 1L 2,298 20 4,923 20 Cheyenne, WY 988 4o 1,975 47
Minneapolis, MN 2,227 21 5,022 19 Birmingham, AL 985 47 2,024 46
Jackson, MS 2,115 22 4,531 24 Columbia, SC 930 48 1,860 49
Kansas City, MO 2,071 23 4,142 27 New York Cify, NY 854 49 1,897 48
Wichita, KS 2,053 24 4,152 26 Denver, CO 851 50 1,703 51
Jacksonville, FL 1,969 25 4,610 22 Honeluiu, HI 240 51 760 52
Louisville, KY 1,967 26 3,034 29 Boston, MA 114 52 1,837 50

camed income tax credit (EITC) somewhat less gener-
ous for filers with {wo or more children.

Among states with the tax, Wisconsin was one of
10 with the most progressive income taxes in 2010;
recent tax law changes are unlikely to change that in
2014. A progressive income tax is one in which those
with higher incomes pay a greater percentage in faxes
than those with low incomes.

In 2010, a Wisconsin marricd couple with two
children and $10,000 in income paid no income {ax,
and received more than $500 (5% of income) from the
state due largely to the refundable EITC. A similar
family earning $50,000 paid about 3% of income in
income taxes; that percentage rose to almost 6% for
families with incomes above $500,000 (see Figure 4
on page 0).

Under Wisconsin’s progressive income {ax,
low-income filers generally fare better here than
elsewhere, while upper-income filers generally fare
worse. Figure 4 is indicative. For married couples

with two children, income taxes here are below the
U.S. average at incomes under $35,000 but above
average at higher incomes.

Al various income levels, national ranks also
show how the Wisconsin income tax stacks up against
other states. Fora married couple with two kids, state
income taxes ranked 32nd at $10,000 of income, 33xd
at $20,000, and 25th at $35,000 (see red numbers in
Figure 4). At$50,000, Wisconsin jumped fo 15th, and
moved into the top 10 at $75,000 and $100,000 (7th
and 8th respectively). At higher incomes, the Badger
State ranked between 12th and 16th.

While single filers cannot take advantage of
Wisconsin’s BITC, low rates at the bottom and fairly
generous exemptions and the standard deduction keep
the tax low for singles with incomes under $20,000.
State income taxes ranked 25th and 23rd at $10,000
and $20,000, respectively. However, a single filer
with $35,000 in income paid the 10th highest income
tax in the nation; a filer at $50,000, 7th highest. At

Yol. 82, Mumber 5 | Hay 2014
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Figure 4: Wisconsin’s Income Tax More Progressive Than Average
Estimated State Income Taxes as % of Income ($ Thousands), Wisconsin and U.S., 2010
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incomes above $50,000, Wisconsin ranked between  states. When various local sales taxes (primarily the
[1th and 15(h. optional 0.5% county tax here) are included, Wis-
consin’s sales tax averages aboul 5.4% and drops to
The Sales Tax . N X 44th., Many states allow greater local use of the fax.
Of the three principal taxes in Wisconsin, thesales 5 o000 New Hampshive, and Otegon
tax generates the least revenue. In 2013, state-local Teopesiss s,tate & loc;tl 6 Bk whi‘lc i s
sales tax collections were just under $5 billion, about only a local one. ’
35% less than the income tax and less than half the
property tax. Unlike the progressive income tax, the Base. The saltlas tax bur(.lcn depends onlboth t.he
sales tax is usually considered regressive, claiminga ~ "® and the base; i.c., whatis taxed. In Wisconsin,
larger share of income for low-income familics than the sales tax is primarily a tax on the purchase of
for high-income ones. tangible gqods; only selt?cted services are .taxed.
— - s hane-deitioa Most food is also not subject to the Wisconsin tax.
' Rifge. Auss ,“ HROURYS stafe i Of'the 45 sales tax states, 29 do not tax food. Another
with North Dakota’s as the 33rd highest among the cight tax it at a reduced rate, and five tax it fully but
Figure 5; Sales Tax Somewhat Regressive allow rebates or income tax credits for low-income
Tax as 9% of Income, Wis.* (Red) and U.S. (Blue) Average, 2012 households.
1.6% Comparative Burdens. To compare sales taxcs, a
8 Washington D.C. study combines information from
3.4‘7;\\[]'8' Average the national Consumer Expenditure Survey with
3% e = state and local sales tax rates for the largest city in
each state. Figure 5 shows that the 5.6% sales tax in
Wisconsin N\2% 2.2% Milwaukee claimed an estimated 3.4% of income in a
29 — 3‘:::;} 1.8% . household earning $25,000. That was slightly below
2.0% 2‘0,%; ‘“'\‘-r‘.ﬁq%g -=- N ° the 3.6% average in the 50 cities studied. At $50,000
T e— and $75,000, the tax claimed 2.0% of income, while
1.6% 1.5% at higher incomes it claimed less. At each income
1% level studied, Wisconsin’s sales tax ranked belween
30th and 32nd.
Milwaukee'’s total sales tax burden was lower than
0% - . the tax in all cities studied except Portland (5.0%),

$25,000 $50,000 $75,000 $100,000 $150,000

#Calculalions are for largest city in each state. Milwaukee's 5.6% sales tax is used

for

Wiscensin.

Virginia Beach (5.0%), and Honolulu (4.5%). The
highest rates were in Minneapolis (9.9%), Seatile
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(9.5%), Phoenix (9.3%), Memphis (9.25%), and
Chicago (9.25%).

Because higher-income households spend a
smaller share of income than low-income houscholds,
the sales tax tends to be regressive, That is, the tax
consumes a greater share of income in poor house-
holds than in rich ones, IExempting food or providing
rebates/credits to low-income households can make
the tax less regressive.

Vehicle Taxes

Although much smaller and less obvious than
other sources of revenue, Wisconsin families also
pay significant gas taxes and vchicle registration
fees. Generally, these taxes and fecs claim a larger
share of income for low-income families than for
high-income ones.

Gas Tax. Wisconsin’s gas tax is 32.9¢ per gallon,
seventh highest nationally and highest in the region.
Drivers here pay 27.0% more in gas taxes than the
average driver elsewhere. California (46.5¢) has
the highest tax, while North Carolina, Pennsylvania,
Washington, and West Virginia all have gas taxes
above 35¢.

Regisiration Fees. Drivers also pay a fee (o
register their vehicles, In Wisconsin, car owners pay
$75 annually. Like Wisconsin, some states charge a
fixed annual (or sometimes biennial) fee, while others
base fees on some combination of vehicle age, weight,
and value. The most common vehicle feature used to
calculate registration fees is weight (18 states).

In addition to state registration fees, some states
also have local ones. In some states, the vehicle is

Figure 6: Vehicle Taxes/Fees Here About Average
Gas Taxes and Veh. Reg. % of Income, Wis. and U.S., 2012

a 1.1%
<,
0,
L%
0.7%
0.7% \
0.5% B 0.6%
\0
Wisconsin 0.4%
0.0%

$25,000 $50,000 $75,000 $100,000 $150,000

also subject to the personal property tax, which can
significantly increase vehicle registration costs. For
example, in Mississippi, registering a new $35,000
vehicle could cost more than $1,000.

Burdens. Varied methods of calculating registra-
tion fees makes comparing states difTicult as the result
depends on assumptions about vehicle characteristics.

i L e =t = =T R e e e

In Milwaukee, the 5.6% sales tax claimed 3.4%
of income for families earning $25,000, but less
than 2.0% of income for families earning more
than $75,000.

To estimate gas and fee costs for families at different
income levels, the D.C. study assumed low-income
families had one car, while those with higher incomes
had two. Vehicle values rose with family income, as
did miles travelled.

For a one-vehicle Wisconsin family with income
0f $25,000, estimated gas laxes and vehicle registra-
tion fees were $280 (1.1% of income, see Figure 6),
or 19th highest nationally. The state also ranked 19th
at $50,000. Although vehicle taxes and fees declined
as a percent of income as incomes rose, the state’s
rank dropped to 22nd, 20th, and 29th, respectively, at
$75,000, $100,000, and $150,000. Wisconsin’s de-
clining rank reflects the effects of vehicle registration
fees based on vehicle characteristics in other states
versus our flat rate.

FINAL THOUGHTS

The figures presented here highlight features of
Wisconsin’s tax system that differ from elsewhere
and have varying impacts on familics at different
income levels. The EITC and Homestead Credit can
significantly lower income and property tax burdens
for low-income families. However, the income tax
rate structure and legislated property tax exemptions
help raise income and property taxes for middle-
income families here compared to elsewhere. The
combination of graduated tax rates, the EITC, and a
sliding standard deduction help make our income tax
one of the most progressive in the country. O

DATA SOURCES:

Minnesota Center for Fiscal Analysis; Lincoln Institute of Land
Policy; Mississippi Department of Revenue; National Conference
of State Legislatures; Tax Foundation; Washington D.C. Office of
Revenue Analysis.
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WISTAX NOTES

Pension Funding. Wisconsin is one of 14 states
with a “sound” pension system, Stale pension systems are
considered “sound” if they have a funded ratio (the mea-
sure of a state’s ability to meet its future pension payout
obligations) of 8§0% or higher. Of surrounding states,
Towa is the only other with a sound system. Minnesota’s
funding ratio falls in the 70-79% range, while Michigan’s
system is less than 70% funded.

Nine states, including Illinois, have pension systems that
are less than 60% funded. Tllinois has the largest unfunded
pension liability in the country, totaling $100 billion in 2012,
Lawmakers have since overhauled the Illinois system and
hope the system is fully funded by 2044. The plan, which
cut retirees’ annual cost-of-living increases and raised the
retirement age for workers 45 and younger, is being chal-
lenged by unions in court. (Source: National Conference
of State Legislatures)

H Post-Grad Exams. University of Wisconsin stu-
dents performed above the national average on Nursing
Licensure, GRE, and MCAT examinations, according to
the UW system’s 2012-13 accountability report. UW
students scored an average of 26.7 on the Medical College
Admissions Test (MCAT), compared to the 25.1 national
average. While 90% of UW system students passed the
Nursing Licensure examination, 88% of all U.S. students
did so.

While the average American student scored 472 on the
verbal section of the Graduate Record Exam (GRE) and
a 599 on the quantitative section, the average UW student
scored 483 and 609, respectively. [
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NEW MUNICIPAL SPENDING REPORT!

The most comprehensive source of financial infor-
mation on Wisconsin’s major cities and villages is Adu-
nicipalFacts. 1t covers spending, property taxes, debt,
shared revenues, income, and population. Five years of
data allow tracking of trends, and easy-to-understand
charts and tables make for simple comparisons.

MunicipalFactsi4 has information on 244 cities and
villages in Wisconsin with populations ranging from
2,000 to 150,000. WISTAX also offers customized
reports for MunicipalFacts purchasers. These reports
highlight any 10 municipalities from the study.

Order your MunicipalFacis14 today for $19.95 and
your customized report for $14.95, plus tax. Discounts
are given to WISTAX donors. To find out if your munici-
pality is included, or for more details, visit www.wistax.
org, email wistax@ywistax.org, or call 608.241.9789.

Special thanks to Walmart for sponsoring this
publication, [
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The Wisconsin Taxpayers Alliance, founded in 1932, is the state’s oldest and most respected private government-research organization. Through its publications, civic lectures, and school talks,
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