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om 1911 to 1926 Wigcansin 1ncome taxep were: collected bv local
reasurers,. Prom 1926 to 1933 they were collécted by county .
easurers and gince 193& they have a11 been collected by th@ e

1Nprmal indivldual ané corporata inaame taxes are shared by the<~
tate with the towns, villages, cities and eounties from which .
e,income is derived.  50% i3 returned to the town, wvillage. -~
r city, 10% to the. ceunty and Yo% is retained byﬁthe state.

ince 1920 the 3tate han always Teviad at least ‘one additicnalé‘[
AX on ineome, called a surﬁax ‘ L

_Except for the Teachers Ret*rement Fund Surtax which ig” Shared
with Milwaukee, the entire r@venue from suftaxes gees to the ’
atate. ) B I e S

:Sgrtaxes are normally levied.to provide funds for special purw
poses, such as a. soldi@r’s bonus, relief, 0ld age assistance,
iléing construction, ‘bt they may be levied meraly tc augment
‘eigeneral or sagregated fuﬁﬁs of the state.;

he first surtax Was enacted 1n 1919 to raige funds for a bonus
_uto gravide eéueatiﬁnal aids for. Veterana of World War I .
: i
BY. far, the 1argest and moﬁt 1ucrative surtax has been the
Teachers Retirement. Fund Surtax from ‘which - ‘the state's con»ﬁ L
ribution ‘to.thls fund is provided, 1If the surtax does not . -
provide énough money, the balance is made up from the general - :
fund. TIf the tax providas a gurplus, it’goes into the general
fund, " In recent. years the general fund has Pegainéd what 1t
1sst durimg the lean years. E

\\‘/ oY \u_é.”a
d F'W

"?&@ surtax haa been ‘uzed to provide additional funas fer relief
but because the. income tax 1s geared to prosperity, it is not a
1wﬁrat1ve sourae of revenue during times When ralief cests are-
high o , C e P

The most recent surtax wa& the 1949 25% $urtax which was al-
lowed to- expire in 1951 because the collection years were . not
3xtendeé - ; b R ‘
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THE USE OF THE SURTAX ON INCOME IN WISCONSIN

INTRCDUCTION

Although the structure of the normal lncome tax 1n Wisconsin has
changed little 1in terms of rates slnce 1911, substantlal changes in
the revenue produced by the lncome tax have resulted from 3 factors:
increased skill in collection, a phenomenal increase in the level of
ircome and the application of additional taxes on income or surtaxes.

Since 1919 the state has collected one or more such suriaxes
every year. In each 1lnstance the moneys collected go to the state,
and, except for the Teachers Retirement Pund Surtax, are not shared
wilth the subordinate units of government. It is a device to augment
tha coffersa of the state.

The following enumeration is intended to provide an explanation
of sach of the surtaxes thus far enacted in Wisconsin.

CHRONOLOGY OF ACTS RELATING TO THE S5URTAX

1019 Chapter 667 imposed a mill tax and a surtax on income sufficient
to pay a bonus to veterans of World War I.

1919 Spec. Session, Chapter 5 inposed a surtax for 5 years to provide
funds for veterans who degired to continue their education.

1921 Chapter 459 imposged a surtax of 1/6 of the normal tax on both
individual and corporate income to pay the statels share of the
teachers retirement ¢contributlon.

1921 Chapter 459 provlded for the allocation of 254 of the surtax
collected 1in Milwaukee to go to the teachers retirement system
of that city.

1931 Spec. Sesslon, Chapter 29 levied a surtax at rates equal to the
normal tax on the 1931 income for payment of relief costs.

1633 By Chapter 363, a gimilar surtax was levied on the 1932 income
for the same purposes.

1935 Chapter 15, section 2, ancther emergency surtax was levied for
relief on the 1834 income,

1935 Chapter 15, section 6, another emergency surtax was levied, this
time on certain 1933 dividends.

1935 Chapter 505, a 60% surtax was levied on the 1935 and 13936 in-
comesa to provide funds for oid age agsistance, mothers' pensions
and school alde. The same act levied a privilege dividend tax
of 2-1/2% on dividends declared and paid before July 1, 1937.

1937 Chapter 309, the 60% surtax was extended to the incomeg for 1937
and 1938. Chapter 309 extended the privilege dividend tax to
dividends paid before July 1, 1939.

1939 Chapter 198, the privilege dividend tax was extended to 1941 and
the rate increased to 3%.

D
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1839 Chapter 443, the 60% surtax was extended to the incomes for 1939
and 1640.

1941 Chapter 63, the 60% surtax was extended to the incomes for 1941
and 1942. The act also extended the privilege dividend tax to

1943.

1643 Chapter 74, the surtax on the 1942 income was transferred to the
Postwar Rehabllitation Fund for the medical, educatlional and
economlic rehabilitation of veterans of World War II.

1943 Bi1l 28, S. sought to prevent the levying of the tax on 1942
incomes, but Governor Goodland vetoed 1t.

1943 Chapter 368 extended the privilege dividend tax to July 1, 1945,
1645 Chapter 333 extended the privilege dividend tax to July 1, 1947.
1947 Chapter 318 extended the privilege dividend tax to 13549,

1949 Chapter 493 imposed a 25% surtax on individual income for 1949
and 1950 for state bullding construction and school aidas. Ef-
forts to extend the tax beyond 1950 have falled.

1951 Chapter 394 extended the privilege dividend tax to include div-
ldends declared and pald before December 31, 1951.

1953 Chapter 614, the Teachers Retirement Surtax, was Integrated into
the normal income tax so that 1t 1s now all one tax.

SOLDIER 'S BONUS SURTAX

In 1919, by Chapter 667 of the laws of that year, provision was
made for a referendum to be held September 2, 1919 on the question
anall there be levied in the year 1919 a mill tax not to exceed 3
mills on the dollar and an Income tax sufficient to ralse an aggregate
sum of approximately fifteen mllllon dellars to be pald by the state
0 Wisconsin soldlers, sallors, marines and nurses as stated in Chap-
ter 667 of the laws of 1919?" The vote was: 165,762 yes and
57,324 no.

There were 2 parts to the tax levy, & mill tax and a surtax.
The mil]l tax collected in the fiscal year 1919-20 amounted to
$6,929,859., In the next year an additlonal $18,168 was collected.

The surtax was levied on the income recelved during the year
ending December 31, 1918. The rates were as follows:

" Individual Corporation
18t $1,000 0
ond P 0 o1
rd " 0 3%

gh " 1-3/4% 2;%
T % 7
?t}'} H 6%
8 I 1 6

th 33% %

“3u



LRL-IB-138

Individual Corporation
9th $1,000 Yy &
10th " Ui 6%
11th " 5% 6%
12th " 544 6%
Over 12th " % 6%

The soldier's bonus tax law provided a deduction of 6% of the
capltal stock, surplus and undivided profits of a corporation from the
net income. It also provided that the personal property offset should
not apply to this surtax.

The money was to be paid by the Service Recognition Board to
soldiers, sallors, marines and nurses who served in the armed forces
during the war against Germany and Austria at the rate of not more
than %10 for each month of service with a minimum of $50. It did not
apply to members of the SATC nor to civilian workers, but did apply
to Red Cross nurses,

The Soldier!s Bonus Surtax and the Soldler's Educational Surtax
were not separated 1n the tabulations available to us, and therefore
the collectlions made will appear after the discussion of the Sol-
dier's Educational Surtax.

SOLDIER'S EDUCATIONAL SURTAX

The speclal session of 1919 enacted Chapter 5 which provided that
veterans of the first world war who desired to continue their educa-
tion could receive in lieu of the cash bonus $30 per month but not to
exceed a total of $1,080 while going to school.

To provlide the funds a property tax of not to exceed one mill on
each dollar of assessed valuation as determined by the Emergency
Board was authorized for 5 years and a surtax was levied for 5 years.
This was administered by the State Board of Education which exlsted
from 1915 to 1923. The rates for this surtax were as follows:

Individual Corporation
1st $1,000 0 4/10 of 1%
2nd " 0 5/10 of 1%
3rd " 0 6/10 of 1%
Lth " 7/20 of 1% 7/10 of 1%
5th " 4/1C of 1% 8/10 of 1%
6th " 5/10 of 1% 1%
7th " 6/10 of 1% 1-2/10%
8th " 7/10 of 1% 1-2/10%
gth ; 8/10 of 1% 1-2/10%
10th : 9/10 of 1% 1-2/10%
11th . 1% 1-2/10%
12th " 1-1/10% 1-2/10%
13th and over " 1-2/10% 1-2/10%

Although the collection of the tax for the bonus and educational
assistance extended from 1920 to 1939 the bulk of the tax was col-
lected in the first 5 years. The followlng collectlions were made:

4.



LRL~-IB-138

1620 ..... $8,824, 532 1931 ..... $ 2,673
1921 ..... 1,353,626 1932 ..... 36,088
1922 ..... 1,524,356 1933 ..... 3,747
1923 ..... 1,028,148 1934 ..... 4l
1924 ..... 1,410,156 1935 ..... 1,565
1925 ..... 230,773 1936 ..... 1,776
1926 ..... 109,261 1937 uus. 4,250
1927 ..., 268,010 1938 ..... 1,134
1928 . .... o 4o 1939 ..... 3,957
1929 ..... 48,660 Total .... $14,966,294

1930 ,.... 88,831
TEACHERS RETTREMENT FUND SURTAX

By Chapter 456G, Laws of 1921, which revised the entire state
teachers retirement system, a state contributlon was first provided.
This was a surtax on net income over $3,000 of 1/6 the normal tax for
both Individual and corporate income recelved in the calendar year
ending December 1820 and annually thereafter.

This procedure was In effect until by Chapter 614, Laws of 1953,
the normal rates were Increased, the separate computation for the
Teachers Retirement Fund Surtax was repealed, and a sum equal to 14%
of the normal tax collection from corporations and 8% cf the normal
tax collections from individuals was set aslde for the yretirement
deposit fund and contingent fund. This new procedure applies to all
taxes collected after July 1, 1953.

Chapter 459 of 1621 also provided that the State Treasurer pay to
the City Treasurer of each city of the first class 25¢% of the surtax
levied on and collected from the taxpayer of such c¢lty, which sum was
to he pald to the Teachers Retirement Fund of that city. This had to
be done Dbecause the Milwaukee Clty Teachers Retirement Fund is sepa-
rate from the state. Thus the annual statement of the distribution
of taxes by the Tax Department discloseg that part of the Teachers
Retlrement Fund Surtax goes to locallties. The 25% was ralsed to 40%
by Chapter 413, Laws of 1923,

Subsection (9) of section T71.15 of the statutes which relates
to the distribution of thls tax states that 1If the surtax is not
adequate to provide the money necesgsary for the retlrement fund, the
deficit shall be made up from the general fund, and conversely 1f
there 1s a surplus, 1t shall go to the general fund.

The following table shows how much has been collected under the
Teachers Retirement Fund Swrtax, the amount whieh went to the Mllwau-
kee and the state retlrement systems, and the amount reverting to the
general fund.

TABLE 1. TEACHERS RETIREMENT FUND SURTAX COLLECTIONS
AND ALLOCATIORS
Allotted to

Milwaukee Pald to State Estimated Surplus
Total Surtax for Teachers Teachers Re=- Returned to
Year Collected{l) Retirement{2) tirement Fund(3) General Fund(4)
T80 1,500,350 ¢ TIF,6405 568,200 § £3821,503
1923 727,075 89,565 859,337 -221,827
1924 1,473,604 237,241 1,702,531 ~U66,078
1925 1,690,076 262,582 1,364,322 + 63,172
-
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TABLE 1. TEACHERS RETIREMENT FUND SURTAX COLLECTIONS
AND ALILOCATIONS (f£ont.)
Allctted to
Mllwaukee Pald to State Egtimated Surplus
Total Surtax for Teachers  Teachers Re- Returned to

Year Collected(l) Retirement{2) tirement Fund(3) General Fund(})
ig2 1, A 205,271 [ 1,335,4@? 189,830
1927 2,124,749 350,036 1,432,804 +341,909
1928 360,430 No information 1,507,985 -1,147,555
1929 2,112,864 382,739 1,591,097 +139,028
31930 2,29?,382 359,930 1,65%,790 +581,662
1931 2,480,234 361,525 1,730,082 +388,627
1932 1,986,527 303,395 1,809,073 ~12%5,931
1933 l:5q31560 204:873 1,75&,&86 '415x799 .
1934 1,353,436 184,632 1,741,428 -576,095
1935 824,581 118,087 1,763,893 ~1,024,519
1936 1,204,507 179,220 1,858,408 ~814,478
1?3 1:7?83283 271)334 11851;962 - 561156
193 1,667,833 232,215 1,991,525 ~433,742
1939 1,284,131 152,860 2,143,582 -1,104,074
1940 1,530,656 175,504 1,891,305 -617,666
1941 2,044,085 228,976 2,236,188 420,869
1942 4,125,214 453,795 2,291,916 + 896,826
1943 5,424,400 702,068 2,533,914 +2,188,418
1944 7,259,498 1,060,341 2,481,883 +3,717,274
1945 5,751,371 862,035 2,546,740 +2,342,596
1946 6,054,351 1,083,657 2,662,728 +2,307,966
1947 6,512,609 752,035 2,938,064 +2,822,510
1948 8,364,613 995,683 3,471,079 +3,897,851
1949 9,311,462 1,125,293 3,916,337 +4,269,832
1950 8,037,864 957,128 3,596,393 +3,484,343
1951 10,742,102 1,234,208 4,095,395 -+5,412,499
1952 10,840,795 1;365,514 5,316,140 +4,159,141
1953 12,598,183 1,437,987 5,881,411 +5,278,785

(}} Totals from The Wlscongin Taxpayer, November 19, 1953, p. 6.

(2) Taken from Wis. Dept. of Taxation, Taxes and Alds, 1936 and
subgequent annual lssues.

(3) Taken from The Wisconsin Taxpayer until 1942; 1943-49 from
Teachers Retlrement Administration Board; since 1949 from
Wisconsin 3tate Budget.

(4) Data through 1942 taken from The Wisconsin Taxpayer, August 15,
1943, p. 4. After 1942 computed by subtracting columns 2 and 3
from columm 1. Apparent error Iin surplus 1n general fund for
vears 1934 to 1942 1s because of digscrepancy 1n net surtax
available,

FIRST EMERGENCY RELIEF SURTAX ON INCOME

By Chapter 29, laws of the speclal session 1931-32, an emer-
gency surtax to meet the rellef costs was levied on the net income
for the 1931 calendar year of all persons other than corporatlons,
The rate was the same as for normal lncome taxes. Under thils pro-
gram the followlng taxes were collected:

1932 ,.... $ 1,560
1933 ..... 5,318,808
193%  ..... 229, 2li2
1935 ..... 131,007
19;5 ..... 109,770
1937 ..., 76,255
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Subsequent to 1937 small amounts may hav? peen included in the gen-
eral category of "all expired surtaxes".({l)

SECOND} EMERQENCY RELIEF SURTAX ON INCOME
By Chapter 363, Laws of 1933, a surtax was levied on the net

income of all persons other than corporations for the income re-
celved during the calendar year 1932 at the followlng rates:

lat $1,009 cenws 1%
ggg : e %éé/%%
Btn " ... 2%
5th L oLl
6th n # & & 3 3%
th ti f"'033’
th " ..k
9th " DR
10th " ... 5%%
l}.th " * & ¢ a0 5
12th and over " caane 0%

Under this tax the followlng collections were made:

R
1936 ..... 6?1833
1937 .. 2,362
1938 ..... 39,0064
l939 I Y 33) 919

Subsequent to 1939 small amounts may have been included in the gen-
eral category of "all expired surtaxes™.(l)

SURTAX ON 1933 DIVIDENDS

By Chapter 15, section 6, Laws of 1935, a somewhat different
type of surtax was levied. It provided a tax on net dividend income
recelved during 1933 by persons other than corporationas. There wos
an exemption of $750 and the rates were set at 1% on the first $2,000
of net dividend income, 3% on the next $3,000 and 7% on all above
$5,000. The fund was for unemployment rellef purposes. The collec-
tions under this tax are not listed separately.

THIRD EMERGENCY RELIEF SURTAX ON INCOME

By Chapter 15, Laws of 1935, an emergency surtax on income was
again levied; this time on the income for the calendar year 1934,
The rates corresponded to the rates 1n 1933 except that on the in-
come over $12,000 the rate was 7% rather than 6%. Under this act
collections were as follows:

1935 ..... $2,453,912
1936 ..... 495,812
193? LG B ] ??:u06
1938 ..... &&,QZ
1939 ,.... 36,2
{1} Statistics from Taxes and Alds, annual bulletin of the Wis.
‘Dept. of Taxation.

= -
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Subsequent to 1939 small amounts may have been included in the gen-
eral category of "all expired surtaxes".(1)

60% SURTAX

The 60% surtax of 1935 was enacted by Chapter 505, Laws of
1935, to apply to the net income of all persons other than corpora-
tions for the calendar years 1935 and 1936. The purpose of the tax
was to provide funds for old age assistance, mothersa! pensions and
common school aids, By Chapter 309, Laws of 1937, this tax was ex-~
tended to the calendar years 1937 and 1938. By Chapter 443, Laws of
1939, it was extended to the calendar years 193% and 1940. Again in
1941, by Chapter 63 it was extended 2 more years to 1941 and 194e,
In the 1943 smesslon, by B11ll No., 28, 8., an effort was made to amend
the law to prevent the application of the tax to the 1942 income.
Governor Goodland on March 3, 1943 vetoed thisg bill. By Chapter 74,
Laws of 1943, the proceeds for the tax on the 1942 incomes and a2’}
© subsequent collections were transferred to the Postwar Rehabilitation
Trust Fund for the medleal, educational and sconomlec rehablllitatlion
of returning veterans of World War II. (See sectlon 71.60 of 1941
and 1943 statutes for full text of this act and statement as to its

explration.)
The returns from it were as follows:

1836 ..... $ 1,305,838
1937 ..... 2,374,324
1538 ..... 2,490,384
1939 ..... 2,098,397
1940 ..... 2,790,801
1941 ..... 3,270,797
1042 L,... 4,929,372
19&2 cese. 6,564,125
194 e 1,114,269
1945 ,,... 125,034

25# SURTAX

In 1949 by Chapter 493 a 25% surtax was levied on the 1lncome of
individuals but not corporations for the years ending December 31,
1949 and December 31, 1950 or the corresponding fiscal years. This
tax wasg levied in order to provide resources for the construction
and improvement of state welfare and educational institutions and
other state property and to provilde increased state alds for educe-
tion and 1is entitled "Surtax for construction and educational aids”
in sectlon T1.17 of the statutes. While the section has never been
removed from the statutes, it 1ls no longer operative because the
levy was made on the income received during the calendar years of

1949 and 1950 only.
The collections under this tax were:
19&9/50§fiaoal yeari cee.. $ 7,504,612

1950/51(fiscal year veee. 10,637,767
1951/52(fiscal year) ..... 984,638

-8-
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For various reasons payments of such taxes are delayed 1n some
cases, and part of the $377,327 reported in 1953 as "expired sur-
taxes" refers to this tax.

PRIVILEGE DIVIDEND TAX

The privilege dividend tax was lmposed in 1935 by section 3 of
Chapter 505 as an emergency measure. It levied a tax of 24% on the
amount of dividends declared and pald by all corporations out of
income derived from property located and business transacted in Wiz~
congin after passage of the act and before July 1, 1937. By Chapter
309, section 3, of 1937 the privilege dividend tax was extended to
all dividends declared and pald before July 1, 183G.

By Chapter 198, Laws of 1939, the tax was extended to 1941 and
the rate increased to 3%. The tax was extended blennially from then
on untlil 1951 by the feollowlng acts.

Chapter 63, Laws of 1941
Chapter 368, Laws of 1943
Chapter 333, Laws of 1945
Chapter 318, Laws of 1947
Chapter 189, Laws of 1949
Chapter 394, Laws of 1951

The privilege dividend tax expired December 31, 1951 because
the legislature falled to extend the tax to income subsequent thereto.
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TABLE II. COLLECTIONS UNDER THE WISCONSIN RORMAL INCOME TaX AND SURTAXES, 18135071}

SHLEAEEE

Year ending Total ¥armal(3) orms T, R ¥ Surtex Emergency Rollel Surtax &% 25% Privilege 41l
June 30 TRHIVIGuAT ~ Usrperation owriax ota [ e J REEE 1533 TUIET Surtam Surtes Eividend Expirad
e *aﬂﬂm

1813
inl4
1915
1916
1917
19168
1919
1920
1921
1922
1923
1824
1§25
i%28
1927
1928
1929
1930
1931
1532
1933
1934
1935
1836
1837
1938
1935
1940
194}
ig4R
1543
1544
1945
1346
1047
1848
1549
1850
1951
1852
1883

g

$ 1,631,420
1,802,988
2,093,842
1,958,882
2,950, 727
6,161,068
6,99%, 660
6,310,230

4,681,002

7,365,525
43,351,450
6,669,040
7,264,650

12,122,223

16,362,260
2,376,235

15,721,672

18,761,273

18,329,532

15,235,085 -

12,001,179
10,743,265

8,166,934
8,932,130
12,677, 200
12,000,195
4,595,633
5,203, 690
5,705,576
8,426,165
11,361,546
16,036, 150
19,116,064
21,838, 658
27,368,452
30,999,390
37,793,637
34,423,477
41,766,966
51,772,110

[(EXTEER LTS
“hretabanny
vorsnatabuesn
ERRENRPENES
ARMENPa Ty
atsshbwskng
¥rBLEREE Ry
IEE Y RN YRR
rrudssansie
L R Y ST )
wasEEREUAES
LRI LTy
LAL S R R RN WY ]
(AR LRI TR Y Y
BEEAVECQASFRSY
LEE TR YT Y Y
LR R T TR ST
FHPORREVEUN
(IETETNNE TN
trusnbnoban
Przasansehn
ERERE RS
LRI RN Y
LESSARE LT L]
LALES X ND 2 ]
el X ]

5,389,239
6,463,071
9,330,966

17,411,519

264,237,135

35,347,749

24,960,641

19,079,018

23,262, 158

33,666, 747

35,879,574

30, 736,051

41,695,540

46,487,725

58,363,850 43,616,280

IEETERNY Y]
BRrEsE RS
LR TT RS ¥
“esmrandn
LT XYY N Y]
AeIRanvue
£,824,532
1,353,626
1,524,888
1,078,148
1,410,158
230,773
109,261
268,010
24,407
48, 850
68,831
2,673
36,088
3,747

344

1,565
1,776
4,250
1,134
3,557
LIRS X TS B
LEE NN R XN N ]
*sSERAE IO
ERBERENEN
AvuEwra T
(RS T R YR N
LA AR LN 3
R XS TR RN
Thasstns &
(XS R EE R N1
Sasmarhe
LA R LA NETR I

IR T LR Y R

CEREREFELI BRI AN
AN PR AR PR AN
AvreagndBengaa
IS A RN EFERENY NN
LEA RN ERENE EEE NN 23
AR E R IR AL RE NN}
BEDRENRARP R EL O
ahpditbddaasean
IRANER SN L NEE XN
1,504,391
727,075
1,473,694
1,690,076
1,588,954
2,124,74%
350,430(2)
2,112,864
2,597,382
2,450,234
1,586,529
1,543,560
1,353,436
824,581
1,204,507
1,778,283
1,667,833
1,284,131
1,530,656
2,044,085
4,195,214
5,424,400
7,259,458
5,751,371
6,054,35]
6,512,609
8,364,613
9,311,467
8,037,064
10,742,102
10,840,785
12,598,183

EEEFETANAY
(A E RN R L ER Y
(XA R RSN ERY
2ERKbERE .
IR T RS )
ANaNSAIRES
AeBEEERANW
sapsBnsant

X KN RN E )

114,648
89,565
237,241
262,582
240,221
350,036
382,739
959,930
361,525
303,395
204,873
184,632
118,087
179,220
271,334
232,215
152,860
175,501
228,586
453,795
702,068
1,060,341
862,035
1,083,657
152,035
595,683
1,125,253
957,128
1,234,208
1,365,514
1,437,987

Data from Texes and Aids, anmal bulletin of Wig, Dept, of Texation.
Redustion due to change fn collectien data; in 1928 all T.R.F. surtax to steta.
Prior to 1939 the Pigure irsludes beth indlvidual and corporation.
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1,560
5,318,898
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