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Basic Review of the Property Tax for the City of Galesville

The property tax is a major source of general revenue for local governments, which include counties, towns, cities and villages.  General revenues are used to finance day-to-day operations and typically do not limit spending to certain items or activities.  Taxes, some state/federal aids, intergovernmental charges, fees, penalties, and interest comprise general revenues.    In Wisconsin, the property tax is really the only tax that local governments can use in raising their general revenues. Municipalities can enact a wheel tax.  Municipalities can also enact a room tax, but can only retain 30% for government operations.


Property Tax Share of Revenues
The property tax is very important to local governments.  In 2008, the property tax made up about 38% of the general budget for Galesville.   This figure would be higher if debt was not included in total revenues. 
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Figure 1. 2008 Revenue Shares for the City of Galesville.

Besides local governments, schools and technical college districts rely heavily upon the property tax for their general operations.  On average, Wisconsin schools rely upon the property tax for 37% of their revenues and technical college districts for 44% of their revenues.  The chart summarizes reliance on the property tax (the average percentage for each category).Use of Property Tax
Counties			30%
Towns				29%
Villages				26%
Cities				28%
Schools (K-12)			37%
Technical Colleges		44%



  “Other financing sources” includes monies from debt and refunding debt, interfund transfers, and sales of major assets.  This category makes up 39% of town revenues, 41% of village revenues and 29% of city revenues.   Use of general fund transfers, sales of fixed assets, and the greater use of debt are being employed by local governments to meet their needs and to address rising costs under the property tax levy limit.


             


Property Tax Bill:  Use and Pressure

State and Local Taxes
In fact, the property tax is the largest tax in Wisconsin.  Like most states, Wisconsin relies upon what are considered the “big three” taxes in financing services:  property tax, income tax and sales tax.  Unlike other states, however, Wisconsin has assumed central collection authority of the income and sales taxes, reserving the property tax for local governments to use and collect.    The state redistributes roughly 60% of general fund collections back to local governments and schools in the form of state aids (i.e., shared revenue, general education aids, etc.).  By contrast, other states allow local governments to impose a sales and/or income tax in addition to the state sales and income tax.  The table below shows Wisconsin’s state tax collections for the income and sales taxes between 1960 and 2008 and local collection of the property tax. 
 
[image: ]
Figure 2. Primary General Fund Taxes in Wisconsin, 1960 – 2008.

Property Tax Bill View:  Location, Location, Location! 

Your property tax bill is going to look different depending upon where you live (town, city, village).   For example in towns, the “local” tax is going to be smaller with a greater portion going to the county and school districts. Galesville’s city tax made up 27.4% of the tax bill for Galesville city residents in 2008.  The school tax comprised another 37.1%, the county tax 23.2%, technical college tax 7.8%, and other taxes made up 4.6% (See Figure 3).

Tax Basics

There are certain basics that you examine in any tax:  (1) levy or amount of tax, (2) what items are taxed (base), and (3) the rate of taxation.  Of course there are other considerations in tax policy, such as ability to pay and equitable application of the tax.  Still, understanding these three factors will help you better understand the tax.  In the case of the property tax:
1. The tax base is the value of taxable property in a community.  Some property is exempt from taxation.  


Figure 3. 2008 Galesville Property Tax Distribution.

2. 	The tax levy is the portion of a local government’s budget that will be financed through the 	property tax.
3. 	The tax rate is simply the result of the relationship between the amount needed for the property tax levy from the taxable property in the community.  The rate, often called a “mill rate,” is 	expressed in terms of a property tax dollar amount per thousand dollars of value.  Example:  A 	property tax rate of .005 is $5 of property tax per $1000 of value.  So, if my home is valued at 	$100,000, then my property tax would be $500 (.005 x $100,000).  Or, there are 100 thousands’ 	in 100,000, so $5 x 100 = $500.

There are important relationships between the 
Property Tax Levy = Property Tax
          Property Value	      Rate

If property values ↑ and the levy stays the
same, the rate will ↓
If property values ↓ and the levy stays the
same, the rate will ↑


amount needed by local governments (levy), the
value of taxable property in the community (base) and the tax rate. 

Increasing property values or growth in the community’s tax base with the community 
levying the same amount as the prior year will 
result in a decrease in the property tax rate.

Conversely, declining property values or a reduction in the community’s tax base will increase the tax rate even if the community levies the same amount as the prior year.   These relationships are not usually so simple (i.e., one component remaining the same while the other two factors change).  Increases or decreases in the rate depend upon the relative increases/decreases in the property tax levy and in property values.

Property Tax Rate
The rate is just a function of what is happening to the property tax base and the amount needed by local governments for their operations.  So any changes to the rate will focus inquiry on what is happening to the tax base and to the levy.Why is there such a fuss about the rate?
Property owners focus on the rate since this factor determines how much they will pay per $1000 of property value.  


To begin our examination, let’s see what the property tax rates have been doing between 1990 and 2008 in Galesville. The graphs below show property tax rates have been decreasing for Galesville and other small cities. Galesville’s rate peaked in 1991 at $10.83 and decreased to $6.81 in 2008 (Figure 4). These figures are all in 2009 dollars, thus controlling for any effects of inflation.  

Tax Base
On average, property tax rates for local governments have been declining since at least 1992.  What does this mean?  Do Galesville and other local governments need less money for operations and are thus lowering tax levies?  Are property tax bases growing because of increasing values?  Let’s look at the property tax base first.  The pie charts below show how the tax base has changed statewide between 1960 and 2009.
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Essentially the tax base has gone from 50% residential property to 72% residential property statewide between 1960 and 2009 (includes “other" property which is farm residences and buildings).  The tax base was far more diverse in 1960 than in 2009, with commercial, manufacturing, agricultural and personal property making up relatively equal portions of the other 50%.  In 2009, commercial and residential property made up 92% of the tax base.  Many factors contributed to this substantial change in tax base.  

Galesville has also seen a shift in its tax base. In 1990, residential property made up 61.1% of the tax base. By 2009, residential property had increased to 76.8% of the tax base. Decreases were seen in commercial property (from 16.1% to 14.9%); personal property (from 7.8% to 2.8%); and manufacturing property (from 15% to 5.5%). Refer to figure 5. Trempealeau County cities on average had 60% of the tax base comprised of residential property in 1990 and 63% in 2009.  
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Figure 4. Local Tax Mill Rate from 1990 through 2008 for Galesville and all other Wisconsin Cities below 2,500 people.



Manufacturing has declined since 1960 and some tax base exemptions were enacted to boost this part of the state’s economy.  There have been similar exemptions for personal property.  Agricultural land, agricultural forest, and undeveloped land have reduced valuations to counter the speculative forces that increase the value of these lands beyond their productive use.  Residences on average are larger; fewer people inhabit them, more 



    

Figure 5. Equalized value by class in Galesville.

Property values have also increased since 1990, as shown in Figure 6.  This graph indicates that total equalized value increased 330% in Galesville between 1990 and 2008. Perhaps a more concrete way to see the change in property values is to look at the per capita values for the city between 1990 and 2008.  Per capita values in Galesville went from $13,996.91 in 1990 to $53,859.60 in 2008.

There have been shifts in the property tax base over time and property values have increased fairly significantly in the past 16-18 years.  So, if property tax rates are falling and property values are increasing, what has been happening with property tax levies?




Figure 6. Total Equalized Value Index for the City of Galesville. An index is a way to look at percentage increases.

Local Property Tax Levies
Galesville’s property tax levy increased 257% between 1990 and 2008. During the same period, Trempealeau County’s property tax levy increased by 262%. Trempealeau County town levies increased by 151%; city levies increased by 258 % (all cities in the county); and village levies increased by 454% during this same period. It appears that property tax levies also increased significantly during this time.  The property tax rates, however, have decreased since 1991.  What does this mean?  In relative terms, property values increased at a higher rate than property tax levies.  See the summary table below to see this in numerical terms. 


Figure 7. Total Equalized Value per Capita in the City of Galesville, 1990-2008.



	% Changes in Property Tax Elements
1990-2008

	Trempealeau County
	% Rate
Change
	% Change in
Property Value
	% Change in Tax Levy

	City of Galesville
	-$4.02 or -37%
	330%
	257%

	County

	-$1.65 or -21%
	374%
	262%

	Town

	-$2.04 or -25%
	369%
	151%

	City

	-$0.97 or -12.5%
	343%
	258%

	Village

	-$0.68 or -8%
	514%
	454%



For all local governments, the increase in property values exceeded the increase in property tax levies.  For example, county property values increased 412% 1990 and 2008, but levies increased 274%.  Local efforts to “increase tax base” focus on these relationships between the rate, levy and tax base (property value).  Property values in Galesville increased 330% between 1990 and 2008; however, the tax levy only increased 257%.

Summary
This paper explains the basic elements of the property tax and their relationship to one another, property tax usage by local and special governments, and the place of the property tax in state/local finance.  The property tax is an important part of local revenues, but it is not the only component.  State and federal aids make up an equally significant, if not greater, portion of local revenues.   Increases in property taxes often reflect stagnant to declining revenue sources along with increased costs of providing services.  Focus on the property tax is due to its unpopularity, its high usage, and its use to make up for revenue shortfalls and increased costs. 

Resources
The Local Governance and Finance team conducted a November 2006 in-service on the property tax called Property Tax 101 and 102.  The program recording, along with all program materials are available at https://www.uwex.edu/ces/apps/lgc/index.html which is under UW Extension Staff and Educator on the Local Government Center’s website at http://lgc.uwex.edu    This is secured access, so you will need your username and netid to access this page.

The Legislative Fiscal Bureau develops informational papers every two years at the beginning of each budget cycle.  The following papers may be of interest to you at http://www.legis.state.wi.us/lfb/Informationalpapers/info.html 

Local Government Expenditure and Revenue Limits (Informational Paper 12)
Property Tax Level in Wisconsin (Informational Paper 13)
Property Tax Administration (Informational Paper 14)
Local Government Revenue Options (Informational Paper 15)
Municipal and County Finance (Informational Paper 16)
Tax Incremental Financing (Informational Paper 17)
Shared Revenue Program (County and Municipal Aid and Utility Aid) (Informational Paper 18)
Targeted Municipal Aid Programs (Expenditure Restraint and Computer Aid) (Informational Paper 19)
Payments for Municipal Services Program (Informational Paper 20)
State Property Tax Credits (School Levy, First Dollar, and Lottery and Gaming Credits) (Informational Paper 21)
Property Tax Deferral Loan Program (Informational Paper 26)

The Department of Revenue has a number of publications and reports that involve the property tax:

Town, City and Village Taxes at http://www.dor.state.wi.us/pubs/slf/tvc09.pdf   Note that this data is in the GREAT software.

Net New Construction Report at http://www.dor.state.wi.us/equ/nnc.html  Note this is updated each year.
Statement of Changes in Equalized Values at http://www.dor.state.wi.us/equ/report2.html  Note this is updated each year and provides historical information by category of property, and percentage changes due to new construction and to property value growth/decline for every county and municipality.  This data is also in the GREAT software.
Wisconsin State and Local Taxes FY 87 – FY2006 at http://www.dor.state.wi.us/ra/07taxwi.pdf 
A Property Tax Guide for Mobile Home Owners (2/08) 
Agricultural Assessment Guide for Wisconsin Property Owners (1/10) 
Government Program and Eligibility for Use-Value Assessment 
Guide for Board of Review Members (1/10) -- See the Board of Review FAQs 
Guide for Property Owners (4/10) 
Guide to the Property Assessment Process for Wisconsin Municipal Officials (12/04)  
Property Assessment Appeal Guide For Wisconsin Real Property Owners (4/10) 

There is also a Frequently Asked Questions Page on the Department of Revenue Website:

Ag Forest & Undeveloped Land
· Qualifying Parcels 
· Ownership 
· Roads and Similar Issues 
· Valuation of Agricultural Forest and Undeveloped Land 
· Undeveloped Land 
· Miscellaneous 
Board of Review
· Filing Objections/Forms 
· Scheduling Objections 
· Hearings/Proceedings 
· Removal of Members 
· Decisions 
Other
· First Dollar Credit 
· Sample Property Tax Bill 
· How to Calculate the First Dollar Credit 
· First Dollar Credit and Related FAQs 
· Levy Limits 
· Lottery and Gaming Credit 
· Manufacturing Assessments 
· Property Assessments in a Declining Market 
· Real Estate Transfer and Merger/Conversion 
· Tax Incremental Financing 
· Frequently Asked Questions 
· Telecommunications Property Tax 
· Use-Value Assessment 
· Use-Value Conversion Charge 
· Waste Treatment Exemption 

Finally, the Executive Budget and Finance Office in the Department of Administration each year puts out a number of reports, including the annual fiscal report.  This report provides basic summary information on state taxes and expenditures.

State Fiscal Year Ended June 30, 2009 (PDF) 
Appendix to 2009 Report (PDF) 

This report was based on a report prepared by Kate Lawton, UW-Extension Local Government Center. It was customized for the City of Galesville by Pat Malone, Community Development Educator, UW-Extension Trempealeau County.

October 26, 2010
TAXES - 2008
GALESVILLE
2008	Gross Elementary/Secondary School District Tax
37.1%
Technical College School District Tax
7.8%
County Tax
23.2%
Local Tax
27.4%
Other
4.6%

Gross Elementary/Secondary School District Tax	Technical College School District Tax	County Tax	Local Tax	Other	710548.85138295405	148467.75985807597	443476.43786791392	524198.95234255353	88495.546810741071	
2009 Equalized Value by Class
2009	Manufct.
3%
Ag Land 0%
Undevelp.
0%

Personal Property	Residential	Commercial	Manufacturing	Agricultural	Undeveloped	Forest	Other	Ag Forest	12055776200	366027607500	93818473800	12562441200	2316919500	1858257900	9038652300	11319015900	2914838800	
LOCAL TAX MILL RATE - GALESVILLE
Galesville	1990	1991	1992	1993	1994	1995	1996	1997	1998	1999	2000	2001	2002	2003	2004	2005	2006	2007	2008	8.6670299298505658	10.827330310472044	10.697503031359139	9.044604181158908	9.5839473982541676	8.7442334591136639	7.3061247086861618	7.0763900595551101	6.7840407139778174	6.3029351523912256	6.3242597109787271	5.7508080359972116	6.834143179934693	8.0344091174998749	7.2735368716525368	7.1045984627427625	6.6892179602804545	6.9945147847851841	6.8293916201245723	Cities below 2,500 people  	1990	1991	1992	1993	1994	1995	1996	1997	1998	1999	2000	2001	2002	2003	2004	2005	2006	2007	2008	7.6069999999999975	7.8669999999999956	7.8340000000000005	7.8689999999999891	7.8649999999999878	8.1270000000000024	7.9830000000000014	7.9179999999999975	7.9369999999999994	7.6080000000000005	7.5510000000000002	7.5329999999999995	7.4339999999999993	7.3039999999999985	7.274	7.0179999999999945	6.81299999999999	6.8119999999999985	6.7879999999999985	
Mill Rate Per $1000 value



EQUALIZED VALUE BY CLASS
GALESVILLE
Residential	1990	1999	2009	0.61083520139539582	0.73831241278269322	0.76774759140710536	Agriculture Land	1990	1999	2009	1.3139389499688934E-4	6.0921549963140935E-4	1.783374538181821E-4	Commercial	1990	1999	2009	0.1613329324997517	0.12793088778639819	0.14917139444918245	Forest lands	1990	1999	2009	5.3920238653046969E-8	2.5954594072809089E-8	1.2131799579468182E-8	Personal Property	1990	1999	2009	7.7746143080787838E-2	3.9808630013549201E-2	2.8339883817637603E-2	Wetlands	1990	1999	2009	5.3920238653046969E-8	2.5954594072809089E-8	1.2131799579468182E-8	Manufacturing	1990	1999	2009	0.14995422119302132	9.3338801961448864E-2	5.4562768608658024E-2	Other	1990	1999	2009	0	0	0	Ag Forest Land	1990	1999	2009	0	
Percentage (%)



TOTAL EQUALIZED VALUE INDEX
GALESVILLE
Galesville	1990	1991	1992	1993	1994	1995	1996	1997	1998	1999	2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	99.999999990443087	107.95791137944965	115.69134609907834	121.51971780887752	132.66258708055381	147.30545637911447	164.92872712329714	175.83640103668213	193.2087628519667	207.74835281598641	238.11193783813084	261.57134722483505	272.39261352252464	279.81213607947029	316.4038158321282	362.177858595489	400.30636401635491	404.59414368473756	429.51972295745469	Year

Index Value (1990 = 100)


TOTAL EQUALIZED VALUE PER CAPITA
GALESVILLE
Galesville	1990	1991	1992	1993	1994	1995	1996	1997	1998	1999	2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	13996.913191115154	15053.967714827741	15976.182354568362	16743.638538472784	18077.504759073196	19999.368474157221	22375.664420955716	23699.462680475885	25834.407521267069	27899.219766969964	32093.041891782967	33688.046242910517	35106.1076414571	36137.678879118212	40608.973603814178	46227.928164219586	50332.513840463929	51288.903398580456	53859.595108880974	Year

Dollars Per Person (2009 $)
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