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Improving the Property Tax by 
Expanding Options for Monthly Payments

Adam H. Langley

Senior Research Analyst, Lincoln Institute of Land Policy

Feb. 1, 2018: Lincoln Institute of Land Policy, Municipal Fiscal Health Webinar Series

Full Report Available:
http://www.lincolninst.edu/publications/working-papers/improving-property-tax-

expanding-options-monthly-payments

http://www.lincolninst.edu/publications/working-papers/improving-property-tax-expanding-options-monthly-payments
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% Homeowners Who Pay Property Tax 
with Monthly Mortgage Payment

Under 
65 65+

55% 20% 44% Have Property Tax Escrow 

Pay property tax as part of mortgage bill

45% 80% 56% No Property Tax Escrow

20% 16% 20% Have mortgage, but no property tax escrow

25% 63% 36% Do not have a mortgage

Source: American Community Survey (2015).
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% Homeowners Who Pay Property Tax 
with Monthly Mortgage Payment

Under 
65 65+

All 
Ages

55% 20% 44% Have Property Tax Escrow 

Pay property tax as part of mortgage bill

45% 80% 56% No Property Tax Escrow

20% 16% 20% Have mortgage, but no property tax escrow

25% 63% 36% Do not have a mortgage

Source: American Community Survey (2015).
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Problems Caused by Billing Property Taxes 
on Annual/Biannual Basis

• 46% of Americans couldn’t come up with $400 in 

emergency (Federal Reserve survey)

$400

Source: Federal Reserve Report on the Economic Well-Being of U.S. Households in 2016.
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Problems Caused by Billing Property Taxes 
on Annual/Biannual Basis

• 46% of Americans couldn’t come up with $400 in 

emergency (Federal Reserve survey)

Median Property Tax Bill = $2,340 $400

Source: Federal Reserve Report on the Economic Well-Being of U.S. Households in 2016; 

2016 American Community Survey (U.S. Census Bureau).
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Problems Caused by Billing Property Taxes 
on Annual/Biannual Basis

• 46% of Americans couldn’t come up with $400 in 

emergency (Federal Reserve survey)

Median Property Tax Bill = $2,340 

Monthly Bill = $195

$400

Source: Federal Reserve Report on the Economic Well-Being of U.S. Households in 2016; 

2016 American Community Survey (U.S. Census Bureau).
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Problems Caused by Billing Property Taxes 
on Annual/Biannual Basis

• Creates financial challenges for some homeowners
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Problems Caused by Billing Property Taxes 
on Annual/Biannual Basis

• Creates financial challenges for some homeowners

• Increases property tax delinquency

– Study of WI municipalities: Increasing # installments from 2 to 3 

reduced delinquency by ≈ 1/3 (Waldhart and Reschovsky 2014)
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Problems Caused by Billing Property Taxes 
on Annual/Biannual Basis

• Creates financial challenges for some homeowners

• Increases property tax delinquency

– Study of WI municipalities: Increasing # installments from 2 to 3 

reduced delinquency by ≈ 1/3 (Waldhart and Reschovsky 2014)

• Fosters political opposition to property tax and erodes 
municipal fiscal health

– Paying in large lump sums makes property tax very salient tax

→ Political opposition to property tax ↑ Tax limits and other 

policies to reduce property taxes ↑ (Cabral and Hoxby 2012)
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Problems Caused by Billing Property Taxes 
on Annual/Biannual Basis

• Creates financial challenges for some homeowners

• Increases property tax delinquency

– Study of WI municipalities: Increasing # installments from 2 to 3 

reduced delinquency by ≈ 1/3 (Waldhart and Reschovsky 2014)

• Fosters political opposition to property tax and erodes 
municipal fiscal health

– Paying in large lump sums makes property tax very salient tax

→ Political opposition to property tax ↑ Tax limits and other 

policies to reduce property taxes ↑ (Cabral and Hoxby 2012)

• Irregular revenue inflows for local governments



17

Solution: Monthly Property Tax Payments

Prepayment 
Programs

Monthly 
Installments

Where? Allowed in 16+ states

-Large counties in Ohio

-56 counties in Iowa

-Marion County (IN)

Milwaukee (WI)
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Solution: Monthly Property Tax Payments

Prepayment 
Programs

Monthly 
Installments

Where? Allowed in 16+ states

-Large counties in Ohio

-56 counties in Iowa

-Marion County (IN)

Milwaukee (WI)

Local Option? Yes Yes

Payment Options -Automated monthly payments via ACH or EFT

-Mail check each month

-Credit/debit cards (High transaction costs)
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Solution: Monthly Property Tax Payments

Prepayment 
Programs

Monthly 
Installments

Where? Allowed in 16+ states

-Large counties in Ohio

-56 counties in Iowa

-Marion County (IN)

Milwaukee (WI)

Local Option? Yes Yes

Payment Options -Automated monthly payments via ACH or EFT

-Mail check each month

-Credit/debit cards (High transaction costs)

Application? Yes No

$ Held in Escrow? Yes No

Participation Rates Low (Under 5%) High (≈ 20%)
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Recap

Current Situation: ½ homeowners pay property tax in 
1-2 large lump sums each year

Problem: Billing taxes on annual/biannual basis…
• Creates financial challenges for some households

• Increases property tax delinquency rate

• Fosters political opposition to property tax & erodes fiscal health

• Requires local gov’ts to deal with irregular revenue inflows

Solution: Allow monthly property tax payments
• Prepayment programs (Allowed in 16+ states; Marion County)

• Monthly property tax installments (Milwaukee, WI)
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Marion County
Monthly Property Tax Payments 

February 1, 2018

Cindy Land



Marion County

• Is located in Indiana and is the home of the City of Indianapolis.

• Treasurer is responsible for billing, collecting, investing and 
distributing property taxes.

• 380,000 property tax bills are mailed annually in April with 
amounts due May 10th and November 10th. 

• A second mailing occurs in the fall only for adjustments to the 
bill, delinquencies or ownership changes.



Marion County’s Flex Pay

• Flex pay is a monthly pre-payment plan designed to deduct 6 
monthly payments from a checking or savings account.

• May 10th due date: payments would begin as early as December

• November 10th due date: payments would begin as early as June

• Annual tax bills are calculated by March and mailed in April.  
Therefore, we use the prior year values in estimating pre-
payment of the Spring bill.

• Prior to the final payment due May 10th, the account is 
reconciled and the final two payments adjusted accordingly.



Sample Preliminary Invoice



Marion County’s Flex Pay

• Taxpayer designates each spring or fall cycle the day of each 
month to deduct from their account.

• Although Flex Pay was designed for 6 monthly payments; it is 
flexible to the taxpayer’s needs and can be bi-weekly or 
monthly from 2-6 months.

• Fee is $0.25 per deductions of 6 or more.

• Fee is $0.95 per deductions of less than 6.

• As a reminder, email notifications are sent prior to each 
deduction.



Steps to sign up for flex payments



Setting up flex payments via Invoice Cloud



Payment Options



Scheduling Payments



Confirming Schedule



Finalizing Payments



Confirmation Email



Marion County’s Flex Pay

Benefits for the taxpayer:
• Flex pay ensures that taxes are paid on time every May 10th

and November 10th.

• Taxpayers can spread payments of property taxes over 12 
months rather than 2 large payments per year.



Marion County’s Flex Pay

Benefits for the County:
• Property taxes are the largest source of revenue and the flex 

pay plan increases cash flow throughout the year that 
otherwise would be limited to the spring and fall due dates.

• Increased cash flow is made available for advances to the units 
prior to settlement.

• Increase in interest earnings.



Marion County’s Flex Pay

• Currently: 592 participants in the program

• Collected in Tax Cycle 2017
• 13,223 payments totaling $7,917,897

• almost 1% of our tax collections





Property Tax Installment Plan
Presented by Jim Klajbor, Deputy City Treasurer



City of  Milwaukee Property Tax Installment Plan

• Section 74.87 of the Wisconsin State Statutes authorizes the 

Milwaukee Common Council to permit City property taxes to be paid in 

ten installments without interest and County taxes to be paid in seven 

installments without interest.

• Special assessments and charges, with the exception of Business 

Improvement District (BID) and Neighborhood Improvement District 

(NID) assessments, added to the City tax roll can also be paid in ten 

installments without interest.

• To exercise the option to pay one’s property taxes on the installment 

plan, one needs to pay the first installment on or before January 31st. 

No application form is required.



• City property taxes include three taxing jurisdictions:

• Milwaukee Area Technical College (MATC)

• Milwaukee Public Schools (MPS)

• City of Milwaukee

• County property taxes include two taxing jurisdictions:

• Milwaukee Metropolitan Sewerage District (MMSD)

• Milwaukee County

• “Specials” Added to the 2016 Tax Roll:

• 6,133 Special Assessments for $700,093

• 125,168 Special Charges for $54,268,112

City of  Milwaukee Property Tax Installment Plan



At the Close of the 2016 Tax Levy Current Tax Collection Period:

• Accounts Paid in Full 116,207 72%

• Accounts on the Ten Month Installment Plan 33,753 21%

• Delinquent Tax Accounts 12,075 7%

• Total Billed Accounts 162,035 100%

Property Tax Payment Options:

• By Mail to the US Bank Lock Box

• Pay in Person at One of Twelve US Bank Branches with the City of Milwaukee

• Enroll in the Automated ACH Debit Installment Plan

• Place in the Drop Box at City Hall – Available 24 / 7 / 365

• Pay in Person at City Hall during Normal Business Hours

• Beginning in 2017, Pay On-line by ACH Debit or by Debit or Credit Card

City of  Milwaukee Property Tax Installment Plan



Each Combined Property Tax Bill Displays the Ten Month Installment Payments that Would be Due:

City of  Milwaukee Property Tax Installment Plan



Each Return Remittance Coupon Displays the Full Payment Due as well as the Installment Payment Due:

City of  Milwaukee Property Tax Installment Plan



• “First Time” Delinquent:

The first time a taxpayer misses or pays short a monthly installment, the tax 

account is considered “first time” delinquent. The taxpayer can be reinstated 

on to the installment plan by paying the missed or short amount with one-

percent interest along with the next month’s installment due.

• “Permanent” Delinquent:

The second time a taxpayer misses or pays short an installment, the tax 

account is considered “permanent” delinquent and interest and penalty 

accrue on the remaining tax principal balance back to February 1st. Interest 

accrues at the rate of one percent per month. Penalty accrues at the rate on 

one-half percent per month.

City of  Milwaukee Property Tax Installment Plan





Investing in Collections Software to allow for 
Monthly Property Tax Payments

Vincent Reitano
Government Finance Officers Association



The Property Tax

• Local governments depend on property taxes 

• Two features of the property tax make it one of the most 

unpopular taxes

• Visibility 

• Lump sum payment 

• Lack of behavioral incentives to pay property taxes 



• Waldhart and Reschovsky (2012) use an econometric model to test the 
relationship between higher frequency property tax payments and delinquency 
rates 

• Panel of local governments in Wisconsin and random effects approach

• Two key findings (p. 316): 

• “Increasing the number of installment payments from two to three per year 
reduces the delinquency rate by about one third” 

• “Allowing more than three installment payments, however, does not lead to a 
statistically significant reduction in the property tax delinquency rate.” 

Literature Review



• Local governments around the US and Canada offer property tax installment plans 

• Characteristics of installment plans 

• Eligibility

• Installment Frequency 

• Autonomy

• Examples include: 

• Toronto and Calgary offer two, six, or eleven month pre-authorized payment plans 

• Philadelphia has electronic monthly installments for residents over 65 years of age 

• Bexar County, TX allows for installments for residents over 65 years of age, 
disabled individuals, and veterans 

Property Tax Installment Plans



• 398 randomly sampled local governments around the US 

• About half of mid and large-sized local governments use homegrown 
solution rather than vendor 

• Still a sizeable portion use Thomson Reuters and Tyler Technologies

GFOA Survey: Software Vendors



• Cost and time of implementation for property tax system replacement 
depend on a variety of factors

• These factors include: 

• Size of government 

• Homegrown vs. system upgrade vs. system replacement 

• Change management

Factors in System Replacement



• How will a change to property tax collection systems affect other tax 
related functions and systems?

• How will a change to property tax collection systems affect non-tax 
functions and computer systems related to financial management and 
performance management?

• Will there be increased administrative costs with monthly tax 
installments? For example, will additional administrative staff be needed 
to process tax collections?

Factors in System Replacement, Cont.



• Homegrown  Homegrown Upgrade

• Do internal IT, budget, and finance staff have the capacity to make the 
switch? 

• Is there cost-benefit analysis underlying the decision to keep a 
homegrown system? 

• Homegrown  Vendor System 

• Research shows that vendor systems generally have greater security 
and stability

• Is the organization ready for implementation with change 
management? 

Making the Switch to Installment Payments 



High and Low Cost Estimates



• Request for Information (RFI) to see vendor offerings in relation to needs

• Request for Proposal (RFP) to start formal public procurement process 

• Vendors response to RFP 

• Evaluate vendor response and select vendors to interview/demonstrate 
their products 

• Evaluate different vendors according to public procurement rules 

• Business Process Analysis 

• Implementation 

• Go-Live 

Steps in the Process 



• Institutional context – is a local government allowed to offer property tax 
installment plans? 

• Local Context – how will citizens react to property tax installment plans? 
Will their behavior change? 

• System Configuration – is there a plan in place for implementation? 

• Long-Term Support – will the software provider support the product? 

Questions to Consider when Making the Switch



• Increased adoption of installment payments associated with decreased 
delinquency rate 

• Stability of revenue collection 

• Better alignment of personal budgeting behavior of citizens and local 
government budgeting

• Trust between government and citizens 

• Kootenai County, ID: Part of plan is to “provide helpful services to our 
residents.”  

• Kalamazoo, MI 

Benefits from Monthly Installment Payments





Discussion Questions
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Publications and Resources: Working Papers
http://www.lincolninst.edu/publications
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