At this writing, 56 of Wisconsin’s 72
county governments will levy a sales tax in 2002,
with Grant County beginning collections this year.
(See Table 1 and map.) Any county may impose
the sales tax, at a uniform .5% rate, merely by
adopting a sales tax ordinance and delivering a
certified copy to the state Department of Revenue
at least 120 days prior to its effective date. The tax
becomes effective on the first day of January,
April, July or October. The tax can be repealed by
delivery of a certified copy of a repeal ordinance
to the Department of Revenue at least 60 days
before the effective date of repeal, which for all
counties is December 31.

Administration

The county tax is “piggybacked” on the
state’s own 5.0% sales tax and returned to the
county where the sales took place or, in some
cases, where the sales took place or, in some cases
where the sale item is kept or used (technically
known as a “use” tax). The state processes returns,
enforces compliance, distributes monthly checks,
and retains 1.75% of the tax to defray its costs.
Retailers collect and remit the tax to the state,
keep track of where sales occur, and keep another
0.5% to help defray their administrative costs.
County governments, therefore, eventually receive
97.75% of the .5% tax collected for them.
Generally, it takes about three months to process
collections and issue a check to the county or its
depository. Therefore, a county should expect to
receive no more than three-quarters of its total
annual yield during the first year the tax is levied
— or less, depending on the month the tax becomes
effective.

SALES TAX FORECASTING FOR
WISCONSIN COUNTIES:
PROBLEMS AND POTENTIAL
YIELD
(2003 UPDATE)!

Purpose

State law allows counties to impose the
sales tax “only for the purpose of directly
reducing the property tax levy....” Apparently,
most counties have interpreted this provision to
mean that the property tax levy, with a sales tax,
may be either lower than it was last year, or lower
than it would have been in the current year
without the sales tax. A county also is allowed to
“retain the amount it receives or it may distribute
all or a portion of the amount it receives to the
towns, villages, cities and school districts in the
county.” So far as we know, this provision never
has been implemented.

In practice, virtually all counties’ sales tax
receipts have been treated as just one more source
of general revenue, used to offset expenditures
and help balance the counties’ annual budgets.
Therefore, counties normally try to forecast their
sales tax yield for next year’s budget, just as they
anticipate the amounts other revenues will
produce in the coming year. Unlike the property
tax, however, which yields whatever amount
(minus delinquencies) the county board decides to
levy?, the sales tax yield is very difficult to
predict, especially for counties which have never
received the tax.

Forecasting

The county sales tax is piggybacked on
the state tax, but there is no record of state sales
tax collections by county in which the transaction
takes place. Furthermore, retail sales tax surveys
are outdated and there is no reliable survey of
taxable retail sales by county. (Many retail sales
items and services are exempt.) Sales tax forecast-
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ing is risky even for a county that has received the
tax for a full year or more. This yield is based on
future condition of the economy and on future
consumer attitudes and behavior. In addition, even
if we could predict exactly how much the yield
will change next year for the state as a whole,
receipts do not change at a uniform annual rate for
all counties, and rates of change for some
individual ~ counties also  have  differed
significantly from one year to the next.

Finally, there are several cash flow or
accounting features which complicate the
forecast: (1) depending on their gross receipts,
retailers may report their sales tax collections
either on a monthly, quarterly, or annual basis; (2)
the state’s budget and its sales tax collections are
on a fiscal year basis — July through June — while
the counties’ budgets and sales tax receipts are on
a calendar year basis — January through
December. For example, most of the counties’
piggyback tax on the current (fiscal 2002 — 03)
sate sales tax forecasted for this year, will be
distributed to the counties two or three months
after it is collected. This means a portion could be
received in the last three or four months of
calendar 2002, and the rest could be received in
the first eight or nine months of calendar 2003.

2002 and 2003 Estimated Tax Yields

County officials, therefore, should use the
potential 2002 and 2003 sales tax yield amounts
shown in the tables with great caution. They are
not projections or predictions, but only starting
points which local officials should modify
according to their own knowledge of their
county’s economy and its changing local
conditions. For example, if a large retailer in a
county has a substantial portion of mail order
sales, only the sales to residents of that county are
subject to the county’s sales tax. With mail order
sales, the county where the customer is located
imposes the tax and not the county where the
retailer is located. For example, if I purchase
clothing by catalog from Land’s End, then I will
pay the Dane County, not the lowa County sales
tax. The same holds true for large items, such as
cars and other registered vehicles, that are
purchased in one county and delivered or
registered in another county.

To estimate the 2002 tax yields for
counties with some sales tax history, as shown in
Table 1, we added county sales tax distributions
through May of 2002 to the 2001 modified June
through December distributions. To estimate the
2003 tax yields, for counties with some sales tax
history, we have averaged the state’s sales tax
growth estimates for the 2002-2003 fiscal year
(4.1%) and 2003-2004 fiscal year (5.0%),
modified it, and merely added the result — a
uniform and more conservative 2.5% -- to their
estimated 2002 receipts, although we know all
counties do not grow at a uniform rate, and some
actually may experience a decline in receipts.

Table 2 lists the estimated sales tax yield
for counties that currently do not have the county
sales tax. The 2003 yield potential is based on
each county’s percentage of total retail sales
according to the Sales and Marketing
Management Survey of 1999 sales. The
percentage of county sales is used to allocate the
estimated $384 million that would be collected in
2003 if all 72 counties levied the sales tax.



