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Shared Revenue Program
(County and Municipal Aid and Utility Aid)

The state provides general, unrestricted aid to
counties and municipalities through several pro-
grams. Unlike categorical aid, which must be used
for a specific purpose, unrestricted state aid can be
used for any activity approved by the local gov-
erning body. Typically, the aid is commingled
with the local government's other revenues and is
not directly tied to any specific function. As such,
it supplants other types of revenues that would
otherwise be raised to fund the local government's
functions.

At times, the programs providing unrestricted
aid have been collectively called shared revenue,
perhaps because the shared revenue program has
been the largest of the programs or because the
programs were grouped under a single subchapter
of the state statutes entitled shared revenue. The
Department of Revenue (DOR) administers these
programs. Currently, these programs include
county and municipal aid, utility aid, expenditure
restraint, and state aid for tax exempt property.
The latter two programs are described in the
Legislative Fiscal Bureau's informational paper
entitled "Targeted Municipal Aid Programs."

The county and municipal aid and utility aid
programs, combined with the expenditure restraint
aid program, rank as the sixth largest state general
fund program in 2022-23, behind general
elementary and secondary school aids, medical
assistance, correctional operations, the University
of Wisconsin system, and the school levy and first
dollar tax credits. The state aid programs are
fundamental elements of the state's local finance
structure and overall program of property tax
relief.

Payments for both the county and municipal
aid and utility aid programs are made on the fourth
Monday in July (15% of the total) and the third

Monday in November (85% of the total). DOR
notifies local governments on or before September
15 of their estimated payment for the following
calendar year.

The federal American Rescue Plan Act
(ARPA) enacted in 2021 in response to the
COVID-19 pandemic also provided local fiscal
recovery funds to W.isconsin counties and
municipalities. This aid can be used for specific
purposes, but also could be used for more general
purposes under certain circumstances.

This paper describes the county and municipal
aid and utility aid programs in detail. The paper
discusses the funding levels and the funding dis-
tribution for each program. The paper also gener-
ally describes the federal local fiscal recovery
funding under ARPA and its eligible uses. Finally,
a historical overview of the shared revenue pro-
gram is also provided.

County and Municipal Aid Funding Level

The county and municipal aid program remains
one of the largest state programs, in terms of total
funding level. However, due to reductions in 2004,
2010, and 2012, and little or no growth in other
years, it has declined in relative size over the past
two decades. In 2004, appropriations for county
and municipal aid as a whole made up 6.3% of the
total general fund appropriations, but that share
decreased to 4.3% of GPR appropriations in 2022.

Funding for the county and municipal aid
program has been relatively constant for the past
ten years, aside from certain statutory adjustments
discussed in the next section of this paper. Since



Table 1: Distribution of Estimated 2023 County
and Municipal Aid Payments (In Millions)*

Type of County and Percent
Government Municipal Aid of Total
Towns $41.8 5.6%
Villages 63.5 8.4
Cities 525.1 69.7
Municipalities $630.4 83.7%
Counties 122.6 16.3
Total $753.0 100.0%

*Based on the Department of Revenue's September, 2022, esti-
mates of 2023 payments. Amounts do not reflect the required
statutory adjustments made to these payments.

the 2012 program year, the distribution amount for
the county and municipal aid program has been set
at $753 million. Table 1 shows the total amount of
county and municipal aid that counties and each
type of municipality are expected to receive in
2023.

County and Municipal Aid Distribution

The county and municipal aid program, which
replaced the shared revenue program, remains the
largest local assistance program for municipalities
and counties. Prior to the creation of the county
and municipal aid program, the shared revenue
program distributed aid based on a formula (see
the section below, entitled "Historical Over-
view"). However, that formula was last used to
distribute payments to municipalities in 2001 and
counties in 2003. Nonetheless, the distributional
effect of these formulas is still present to a certain
degree in the current aid payments.

Currently, no formula exists for the distribu-
tion of county and municipal aid. Aside from cer-
tain statutory adjustments discussed below, since

2013 each individual county and municipality
receives the same payment as in 2012. Total an-
nual distributions remain at the 2012 level of $753
million.

Statutory Adjustments. Specific statutory re-
ductions to shared revenue are made to county and
municipal aid payments each year. Milwaukee
County's aid distribution is reduced by $4.0 mil-
lion each year from 2016 through 2035, which is
intended to offset a portion of the state's contribu-
tion to the Wisconsin Center District toward the
construction of the Bucks arena in Milwaukee.
Also, any county or municipality that receives
funding through a transit capital assistance pro-
gram funded with Volkswagen settlement funds
will receive a reduction to their county and munic-
ipal aid payment, the size of which is dependent
on the size of the population their transit system
serves. This aid payment adjustment totaled
$1,115,400 in 2022.

Payments are also adjusted for certain penalties
DOR is allowed to impose, including a penalty for
a county or municipality that exceeds their annual
levy limit. For 2022, DOR adjusted county and
municipal aid payments by a total of $1,041,700
to reflect levy limit penalties.

In addition, under 2019 Act 19, local govern-
ments that provide health insurance benefits are
required to pay health insurance premiums for the
survivors of any law enforcement officer, fire
fighter, or emergency medical services practi-
tioner that dies in the line of duty on or after Jan-
uary 1, 2019. These local governments are then to
be reimbursed from the county and municipal aid
account appropriation, although the aid appropri-
ation was not increased to reflect these reimburse-
ments. Rather, the reimbursements for health in-
surance premiums would be a "first draw" on that
appropriation account. Beginning with the aid dis-
tributions in 2021, DOR is to increase the aid pay-
ment to a county or municipality that reported
health insurance premiums paid for survivors for
the year prior to the previous calendar year. DOR



is then required to decrease the total amount
available to be distributed to all counties and mu-
nicipalities by the total amount of survivor health
insurance premiums reported as paid for the year
prior to the previous calendar year. All county and
municipal aid payments are then reduced in pro-
portion to each entity's share of the total aid distri-
bution in order to reflect the lower remaining
available aid amount resulting from the reim-
bursement amounts paid to those counties and mu-
nicipalities that paid survivor insurance premi-
ums. In 2023, these payment adjustments are esti-
mated to total $19,200.

Local Fiscal Recovery Funds

The American Rescue Plan Act of 2021 estab-
lished the Local Fiscal Recovery Fund (LFRF),
which distributed $2.3 billion in discretionary
funds to each municipal and county government in
Wisconsin. Though governments have broad dis-
cretion over the use of these monies, funds re-
ceived from the LFRF were required to be used in
accordance with guidelines set forth by ARPA and
the U.S. Department of Treasury. Thus, LFRF
monies differ in nature from shared revenue pay-
ments, which are unrestricted aid.

ARPA specified that funds received from the
LFRF are to be used only for the following pur-
poses: (a) to respond to the coronavirus pandemic
or its negative economic impacts; (b) to replace
revenues lost as a result of the public health emer-
gency caused by the pandemic, for the purposes of
providing government services; (c) to make in-
vestments in water, sewer, or broadband infra-
structure; (d) to provide premium pay to certain
eligible workers who performed essential work
during the pandemic; or (e) to transfer funds to
certain organizations or other units of government.

LFRF monies may not be deposited into

pension funds, or used in a manner that under-
mines public health responses to the COVID-19
pandemic. Funds must be fully obligated by De-
cember 31, 2024, and fully expended by Decem-
ber 31, 2026. Any funds not expended or obligated
by those dates must be returned to the Treasury.

As mentioned above, funds may be used to re-
place revenues lost as a result of the pandemic, for
the purposes of providing government services.
Treasury defines "government services" as includ-
ing maintenance or pay-go funded building of in-
frastructure (including roads), modernization of
cybersecurity, health services, environmental re-
mediation, school or educational services, and the
provision of police, fire, and other public safety
services. Treasury specifies that "government ser-
vices" does not include paying interest or principal
on outstanding debt, replenishing reserve funds, or
paying settlements or judgements. As such, LFRF
monies may not be used for such purposes. Any
local government that fails to comply with the al-
lowed uses of LFRF monies will be required to re-
mit an amount equal to what was spent on an inel-
igible use to the Treasury.

Treasury has provided a method for each gov-
ernment to calculate their revenue loss, for the
purpose of using LFRF monies to provide govern-
ment services. "Revenue loss" is to be calculated
by comparing the government's actual revenue to
a counterfactual trend, representing revenues that
would have been expected in the absence of the
pandemic. When calculating the counterfactual
trend, recipient governments were directed to use
a growth adjustment equal to the greater or 4.1%
annually, or the recipient's average annual growth
over the three full fiscal years prior to the public
health emergency. Treasury also allowed each unit
of local government receiving funds from the
LFRF to claim a minimum of $10 million in reve-
nue loss. Local governments that received less
than $10 million from the LFRF in total were
therefore eligible to use their entire allocation on
the broader category of providing government



services, and were not required to calculate the
amount of revenues lost. However, any govern-
ment that received more than $10 million from the
LFRF and may have had more than $10 million in
lost revenues would still be required to complete
the revenue loss calculation in order to use more
than $10 million of their LFRF allocation for rev-
enue replacement.

Wisconsin counties and municipalities re-
ceived a combined total of $2.3 billion from the
LFRF. Further information on the LFRF, includ-
ing information on the amount received by each
county and municipality in Wisconsin, is provided
in the Legislative Fiscal Bureau's informational
paper entitled "Federal Coronavirus Relief Legis-
lation -- Discretionary Funds."

Utility Aid Funding Level

Utility aid is the only remaining component of
the state's pre-2004 shared revenue program,
which existed from 1976 through 2003. Although
some elements of the formula used to allocate util-
ity aid during that period remain in use, a new
distribution formula was created in 2003 that allo-
cates most of the aid today. Because utility aid is
still calculated based on a formula, unlike county
and municipal aid, funding levels for the utility aid
program change each year. Utility aid is funded
from a sum sufficient appropriation from the gen-
eral fund.

Table 2 breaks down 2023 utility aid payments
according to the type of local government receiv-
ing this aid. Counties are expected to receive
48.7% of utility aid payments in 2023. Among
municipality types, cities are expected to receive
the bulk of utility aid payments, followed by
towns and villages. While towns are only expected
to receive 14.7% of total utility aid payments in
2023, these payments can be significant sources of
revenue for towns, particularly where large power

production plants are located.

As shown in Table 2, utility aid payments in
2023 will be split more or less evenly between
counties and municipalities. This trend is largely
consistent with payments made over the past 10
years, as displayed in Table 3. Total utility aid
payments have generally increased during this
time, as the total statewide generating capacity has
increased substantially over the past 10 years. As
discussed below, utility aid payments are based in
part on generating capacity.

Table 2: Distribution of Estimated 2023 Utility
Aid Payments (In Millions)*

Type of Utility Percent
Government Aid of Total
Towns $12.4 14.7%
Villages 9.6 114
Cities 21.2 25.2
Municipalities $43.2 51.3%
Counties 41.0 48.7
Total $84.2 100.0%

*Based on the Department of Revenue's September, 2022, esti-
mates of 2023 payments.

Utility Aid Distribution Formula

Utility aid is provided in recognition of costs
that local governments incur in providing services
to public utilities. These companies include inves-
tor-owned and municipally-owned light, heat, and
power companies, qualified wholesale electric
companies, transmission companies, electric co-
operatives, and municipal electric associations.
The costs of providing services to these companies
cannot be directly recouped through property tax-
ation, since utilities are exempt from local taxation
and are instead taxed by the state. The amount of



Table 3: Utility Aid Payments (In Millions)

Municipalities
Year Amount Change
2013 $35.5
2014 36.3 2.3%
2015 37.7 3.9
2016 37.8 0.3
2017 38.1 0.8
2018 389 2.1
2019 38.8 -0.3
2020 40.1 34
2021 42.4 5.7
2022 43.8 33
2023* 43.2 -1.4
2013 t0 2023 21.7%

Counties State Totals
Amount Change  Amount Change
$33.7 $69.2
344 2.1% 70.7 2.2%
35.1 20 72.8 3.0
35.2 0.3 73.0 0.3
355 0.9 73.6 0.8
364 25 75.3 2.3
36.8 1.1 75.6 0.4
37.8 2.7 77.9 3.0
40.2 6.3 82.6 6.0
415 3.2 85.3 3.3
41.0 -1.2 84.2 -1.3
21.7% 21.7%

*Estimates provided by the Department of Revenue in September, 2022.

utility aid provided to local governments is calcu-
lated entirely independently of the amount of
utility tax paid by these companies.

The utility aid distribution formula is based on
three types of qualifying properties owned by pub-
lic utility companies: electric substations; general
structures, such as office buildings; and power
production plants. Utility aid is calculated based
on the net book value of substations and general
structures, as well as the generation capacity of
power production plants. Utility aid payments also
include various incentive aid payments, nuclear
storage payments, and decommissioning aid pay-
ments. These components of the formula, in addi-
tion to various adjustments that have been made to
the utility aid program since 2005, are discussed
in greater detail in this section.

Value of Substations and General Struc-
tures. Aid on substations and general structures is
computed by applying a mill rate to the net book
value of the qualifying utility property and de-
pends on the type of municipality where the qual-
ifying property is located. Payments to cities and
villages are computed at a rate of six mills ($6 per
$1,000 of net book value), while payments to
towns are computed at a rate of three mills.

Payments to counties are computed at three mills
if the property is located in a city or village or at
six mills if the property is located in a town.
Therefore, a total rate of nine mills is applied to
the value of all qualifying utility property. The
value of utility property at a specific site is limited
to $125 million. In 2023, utility aid payments
based on the value of these properties totaled an
estimated $37.5 million.

Production Capacity. Aid calculations based
on production plants are based on the generating
capacity of these plants. Payments for municipali-
ties and counties which contain production plants
are calculated at the combined rate of $2,000 per
megawatt of the plant's name-plate capacity. If the
production plant is located in a city or village, the
municipality receives two-thirds of the resulting
payment, and if the plant is located in a town, the
town receives one-third of the resulting payment.
The county receives either one-third of the result-
ing payment if the production plant is located in a
city or village, or two-thirds of the resulting pay-
ment if the production plant is located in a town.
In 2023, utility aid payments made under the ca-
pacity-based formula totaled an estimated $37.0
million.



Prior to 2009, payments for production plants
that began operating before 2004 were calculated
under the nine-mill formula used for substations
and general structures, as described above. Two
payment guarantees were provided at the time of
the transition to the capacity-based formula. First,
if the combined municipal and county payments
for a production plant would be greater under the
mill rate formula, payments would continue to be
calculated using the mill rate formula. However,
once the payments for the production plant are
higher under the capacity-based formula, pay-
ments for the production plant will be made under
the capacity-based formula thereafter. Payments
under the mill rate formula tend to decline over
time, as depreciation reduces the net book value of

qualifying property.

Second, municipalities containing production
plants are guaranteed a payment based on the com-
bined aid payments for production plant, substa-
tion, and general structure property in the munici-
pality that is no less than the combined aid
payments based on the same property's value in
1990, reduced to reflect the value of property no
longer in service. This second guarantee is not ex-
tended to counties. In 2022, this provision in-
creased aid to two municipalities -- the towns of
Anson (Chippewa County) and Wilson (She-
boygan County).

Combined payments under the mill rate
formula and the capacity-based formula cannot
exceed a maximum of $425 per capita for munic-
ipalities or $125 per capita for counties.

Incentive Aids. Since 2005, incentive aid pay-
ments have been made to municipalities and coun-
ties that contain qualifying production plants that
are newly-constructed or repowered and began op-
erating after December 31, 2003. These payments
are excluded from the per capita payment limits,
and incentive aid payments can be made under
four separate provisions. In 2023, incentive aid
payments totaled an estimated $11.6 million.

First, municipalities and counties each receive
aid equal to $600 per megawatt of name-plate
capacity if they contain a production plant that is
not nuclear-powered and has a name-plate capac-
ity of at least one megawatt, provided that the pro-
duction plant is built: (a) on the site of, or on a site
adjacent to, an existing or decommissioned pro-
duction plant; (b) on a site purchased by a public
utility before January 1, 1980, that was identified
in an advance plan as a proposed site for a produc-
tion plant; or (c) on a brownfield or a site adjacent
to a brownfield.

Second, municipalities and counties each re-
ceive aid equal to $600 per megawatt of name-
plate capacity if the production plant has a name-
plate capacity of at least 50 megawatts and is a
baseload generating facility. A baseload generat-
ing facility is defined as an electric generating fa-
cility that has a capacity factor that is greater than
60%, as determined by the Public Service Com-
mission. Capacity factor is defined as the antici-
pated actual annual output of an electric
generating facility expressed as a percentage of
the facility's potential output. The Public Service
Commission is granted the authority to review the
capacity factor of a facility at any time.

Third, municipalities and counties each receive
aid equal to $1,000 per megawatt of name-plate
capacity if the production plant has a name-plate
capacity of at least one megawatt and derives
energy from an alternative energy resource. Alter-
native energy resource is defined as a renewable
resource or garbage, both as defined under state
law, or as nonvegetation-based industrial, com-
mercial, or household waste. If a production plant
fires an alternative energy resource together with
another fuel, the number of megawatts eligible for
a payment is determined by multiplying the num-
ber of megawatts that represents the plant's capac-
ity by a percentage equal to the energy content of
the alternative energy resource divided by the total
energy content of the alternative energy resource
and the other fuel, all as determined in the year



prior to the payment. Production plants that were
in operation prior to December 31, 2003, also
qualify for this type of incentive aid payment, but
no such plants currently receive the payment.

Finally, municipalities and counties each re-
ceive aid equal to $1,000 per megawatt of name-
plate capacity if the production plant has a name-
plate capacity of at least one megawatt and the fa-
cility is a cogeneration production plant, defined
as an electric generating facility that produces
electricity and another form of thermal energy, in-
cluding heat or steam, that is used for industrial,
commercial, heating, or cooling purposes. Munic-
ipalities and counties receiving a payment for a co-
generation plant cannot also receive a payment for
a facility that derives energy from an alternative
energy resource.

Nuclear Storage. Each municipality and
county where spent nuclear fuel is stored receives
an annual payment of $50,000. Currently, the state
contains four storage sites located at current or
former production plants in three counties, so,
payments under this distribution total $350,000
annually, with $150,000 distributed to counties
and the remainder allocated to municipalities.
Payment recipients include: the Town of Carlton
and Kewaunee County; the Town of Two Creeks
and Manitowoc County; and the Town of Genoa,
the Village of Genoa, and Vernon County.

If the storage facility is located within one mile
of the municipality's boundary with another mu-
nicipality, the municipal payment is divided. Be-
ginning in 1996, this provision divided a nuclear
storage payment between the Town of Genoa
($10,000) and the Village of Genoa ($40,000),
where Dairyland Power Cooperative's La Crosse
Boiling Water Reactor is located. Dairyland dis-
continued generating operations at this facility in
1987, and the spent nuclear fuel was kept in "wet"
storage in the Village. In 2012, Dairyland moved
the spent nuclear fuel to "dry" storage, at a site in
the Town, and the Village annexed part of the

storage site. As a result, separate payments of
$50,000 each have been made to the Town of
Genoa and the Village of Genoa since 2013.

Decommissioning Aid. Payments are ex-
tended to municipalities and counties containing
production plants that were previously exempt
from general property taxes and are decommis-
sioned or closed. Municipal and county payments
equal a percentage of the aid that was paid for the
plant in the last year the plant was exempt from
general property taxes. The percentages decline
from 100% in the first year the plant is taxable, to
80% in the second year the plant is taxable, to 60%
in the third year the plant is taxable, to 40% in the
fourth year the plant is taxable, and to 20% in the
fifth year the plant is taxable. In 2023, decommis-
sioning aid payments totaled an estimated
$57,140.

The annual decline in decommissioning aid
represents a net decrease in the amount of revenue
that local governments receive from the state.
However, under 2019 Act 45, local governments
are allowed to increase their annual levy limit by
the amount of the reduction in decommissioning
aid each year, in order to compensate for this loss
in revenue. Further information on local levy lim-
its can be found in the Legislative Fiscal Bureau's
informational paper entitled, "County and Munic-
ipal Levy Limits."

Historical Overview

Wisconsin's practice of sharing state taxes with
local governments dates back to 1911 when a
share of the new state income tax was earmarked
for local governments to compensate them for
property tax exemptions that were enacted at the
same time. Initially, the state employed a "return
to origin" shared tax system. Through a number of
law changes in the early 1970s, the shared revenue



program evolved in place of that system.

Return to Origin, 1911 - 1971

Prior to 1972, state aid was distributed to coun-
ties and municipalities on a "return to origin" ba-
sis. Enactment of the individual and corporate in-
come tax in 1911 was accompanied by the
elimination of the property tax on intangible per-
sonal property, household goods, and farm equip-
ment. To compensate local governments for the
reduction in tax base, 90% of the income tax col-
lections were distributed to the counties (20%) and
municipalities (70%) in which the tax was as-
sessed. As the state's services became more
diverse, the percentage of taxes retained by the
state increased, and the local percentages de-
creased. In addition, the state's revenue sources
were expanded, and local revenue sharing provi-
sions sometimes accompanied the expansion. For
example, a motor vehicle registration fee increase
was enacted in 1931. Simultaneously, motor vehi-
cles were exempted from the property tax, and a
portion of the state's registration revenues was al-
located to municipalities based, in part, on the
property tax revenues collected on motor vehicles
in a prior year. By 1971, tax sharing provisions
had been extended to the state's tax on railroads
and utilities, the liquor tax, the inheritance tax, and
the tax on fire insurance premiums.

Shared Taxes, 1972 - 1975

In 1971, the return-to-origin based distribution
was repealed. Varying percentages of several state
tax collections continued to be dedicated for local
government, but the amounts were deposited in a
municipal and county shared taxes account and
distributed to local governments under a "needs-
based" allocation, beginning in 1972. Allocations
to individual local governments were based on
four components: per capita; utilities; percentage
of excess levies; and minimum guarantee.

Under the per capita component, combined

payments of $35 per person were made to each
municipality and county based on the
municipality's estimated population. Of this total,
five-sixths was distributed to the municipality, and
the overlying county received one-sixth. Under
the utility component, municipalities and counties
received payments based on a statutory mill rate
multiplied by the estimated value, less deprecia-
tion, of production plants and general structures
owned or leased by light, heat, and power compa-
nies and electric cooperatives and of all pipeline
property used by a pipeline company. (Pipeline
property was removed from the utility aid distri-
bution after 1975.) Under the percentage of excess
levies component, municipalities with average
property tax rates for all purposes that exceeded
17 mills over the three preceding years were eligi-
ble for payments. Payments for these municipali-
ties were based on their average rates in excess of
17 mills multiplied by their equalized value, pro-
rated to distribute all of the remaining funding af-
ter the per capita and utility allocations. Each eli-
gible municipality's allocation was reduced by
16.25%, with the amount of the reduction being
distributed to the overlying county. Under the
minimum component, a municipality received a
payment if its combined shared revenue and prop-
erty tax credit payments were less than 90% of the
combined payments in the prior year. The mini-
mum payment was set equal to the deficiency, but
the combined shared revenue and tax credit pay-
ments were limited to no more than $600 per cap-
ita.

Shared Revenue, 1976 - 2003

The 1971 distribution system was short-lived
and succeeded by another four-component distri-
bution that took effect in 1976. The per capita,
utility, and minimum components were retained
but modified, and the percentage of excess levies
component was replaced by the aidable revenues
component. In 1977, the program was renamed
"shared revenue" from "shared taxes" to reflect
that the dedication of specified percentages of



various state taxes had been eliminated. Instead, a
shared revenue appropriation was created and
changes in the appropriation’s funding level were
tied to changes in total state general fund tax col-
lections.

The aidable revenues component utilized a dis-
tribution formula based on the principle of tax
base equalization and allocated state aid to munic-
ipalities and counties to offset variances in taxable
wealth. Entitlements were calculated using two
factors: (1) per capita property values; and (2) net
local revenue effort. The lower a local govern-
ment's per capita property value and the higher its
net revenue effort, the greater was the local gov-
ernment's aidable revenues entitlement. The ob-
jective of this policy was to allow all counties and
municipalities to finance minimum levels of
public services, regardless of their ability to fi-
nance those services through their property tax
base.

Under the 1972-1975 distributions, the per
capita component allocated more than half of the
total distribution. Soon after the formula changes
that took effect in 1976 (Chapter 39, Laws of
1975), aidable revenues became the program's
dominant component. By 1980, aidable revenues
comprised more than half of the total shared reve-
nue distribution, and by 1985, the aidable reve-
nues share had risen to 80%.

Two factors were largely responsible for this
shift. First, the 1975 law change provided for au-
tomatic increases in total shared revenue funding,
but "froze" the per capita distribution at $185 mil-
lion (counties were excluded from the per capita
distribution beginning in 1982, with the municipal
per capita distribution being set at $142.7 million
thereafter). This resulted in most of the funding
growth being distributed under the aidable reve-
nues component.

Second, funding for two separate state aid pro-
grams was incorporated into the shared revenue
appropriation in 1981 and 1982. Manufacturers'

machinery and equipment (M&E) was exempted
from the property tax in 1974, and the taxation of
farmers' livestock, merchants' stock-in-trade, and
manufacturers’ materials and finished products
(the "three stocks") was phased out between 1977
and 1981. For both types of property, the Legisla-
ture created compensating aid programs for
counties and municipalities. Separate aid pay-
ments were provided for M&E from 1975 until
1981 and for the three stocks from 1978 to 1980.
During these periods, the aidable revenues for-
mula was used to distribute a portion of the M&E
aid and all of the three stocks aid. When funding
from the two programs was incorporated into the
shared revenue program in 1981 and 1982, the ad-
ditional funding was distributed under the aidable
revenues component. The incorporation of these
aid programs into the shared revenue program is
also noteworthy because it demonstrates that the
shared revenue program continued to be used for
the same purpose as the original shared tax pro-
gram -- compensating local governments for tax
base lost through legislative action.

As noted above, the 1972 formula changes in-
cluded a minimum guarantee equal to 90% of each
local government's prior year payment, which was
intended to ease the transition to the new distribu-
tion. The guarantee was retained in 1976 when the
aidable revenues component replaced the percent-
age of excess levies distribution, but the guarantee
was scheduled to expire after the 1981 payments.
However, the Legislature retained the 90% mini-
mum guarantee effective with 1982 payments and
funded those payments by limiting payment in-
creases to those counties and municipalities that
were scheduled to receive the largest percentage
gains. The maximum percentage increase changed
each year so that it "skimmed" payment increases
by an amount that equaled the total amount of
minimum payments. Subsequently, 1985 Act 29
increased the minimum guarantee from 90% to
95%, effective with payments in 1986. At the 90%
level, local governments were more likely to re-
ceive minimum payments on a temporary basis.



However, the 95% guarantee resulted in many lo-
cal governments receiving minimum payments on
an ongoing basis. Because minimum payments
were funded by limiting payment increases to
other local governments, the shared revenue pro-
gram’s ability to redistribute funds to the "needi-
est” local governments was impaired. This ran
counter to the primary policy objective of the
shared revenue program -- tax base equalization.

For 1972 to 1977, state aids for counties and
municipalities were funded from the shared tax ac-
count, in which various percentages of certain
enumerated state tax collections were deposited.
This mechanism connected those state aid distri-
butions with the original shared tax distributions
where local property tax revenues were supplanted
with state tax revenues. Legislation in 1977 re-
placed the shared tax account with the shared
revenue account. While this legislation appropri-
ated specific amounts for distribution in 1977 and
1978, the legislation specified that the amounts
available for distribution in future years were to
increase at the same rate as the percentage increase
in state "general fund tax revenue," but no more
than 12% and no less than 5%. This mechanism
maintained the connection to the original shared
tax account. However, the 1977 funding mecha-
nism was never actually employed. Between 1979
and 1986, shared revenue distribution amounts
were legislated, although in some years the distri-
bution amounts were set at the funding level that
would have resulted in the absence of certain law
changes. For example, the distribution levels for
1979 and 1980 were set so as to offset the effects
of the state tax reductions legislated in 1979-80.
The automatic shared revenue funding mechanism
was eliminated by 1985 Wisconsin Act 120, and
since 1987, state aid funding levels for counties
and municipalities have been legislated.

Related Events, 1987 - 2003

Shared revenue was distributed to all counties
and municipalities, so funding increases benefited
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a wide range of local governments. During the
1990s, three targeted aid programs were created
that benefited a smaller number of governments.

The tax rate disparity program was created by
1989 Wisconsin Act 336, and the program's first
payments were made in 1991. The program was
renamed expenditure restraint in 1994. Although
the eligibility criteria changed somewhat in the
transition, the program's distribution has been
based on the excess levies concept, where qualify-
ing municipalities' local purpose tax rates in ex-
cess of a "standard" tax rate are used to calculate
payments. To qualify for payments, municipalities
must have a local purpose tax rate above the stand-
ard rate and must limit the year-to-year increase in
their spending to a percentage determined by a
statutory formula. The majority of the payment
amounts have been distributed to large cities.

The small municipalities shared revenue pro-
gram was created by 1991 Wisconsin Act 39, but
did not receive funding until 1994. Aid was dis-
tributed to small municipalities with a local pur-
pose tax rate of at least one mill, and payments
were based on a per capita distribution that em-
ployed a tax base measure that had some equaliz-
ing properties. The number of recipients ranged
from 1,142 in 1994 to 773 in 2003. By definition,
the aid was targeted to small municipalities, with
populations of 5,000 or less and a full value of $40
million or less. This program was discontinued
following the 2003 payments, although those pay-
ment amounts were included in the base for calcu-
lating 2004 county and municipal aid payments.

The county mandate relief program was cre-
ated in 1993, and the program's first payments
were made in 1994. Aid was distributed on a per
capita basis to each of the state's 72 counties. Pre-
viously, counties had received a per capita alloca-
tion under the shared revenue program until 1982.
Although named mandate relief, the program was
not tied to any specific state mandate. This pro-
gram was discontinued following the 2003



payments, although those payment amounts were
included in the base for calculating 2004 county
and municipal aid payments.

Between 1991 and 2003, these targeted state
aid payments increased from $25.0 million to
$90.5 million, or by 262%. Over the same period,
the shared revenue appropriation increased from
$869.0 million to $949.2 million, or by 9%. From
1995 until 2001, funding for the shared revenue
appropriation remained unchanged at $930.5 mil-
lion

Final Shared Revenue Formula

The following material provides a general de-
scription of the aidable revenues, per capita, and
minimum guarantee/maximum growth compo-
nents of the shared revenue program, which were
in effect prior to 2004.

For 2003, $981.6 million in aid payments to
municipalities and counties were made under the
shared revenue ($949.2 million), county mandate
relief ($21.2 million), and small municipalities
shared revenue ($11.2 million) programs. Except
for the utility aid component of the shared revenue
program, payments under these three programs
ceased after 2003.

Aidable Revenues Component. Aidable rev-
enues was the dominant component of the pre-
2004 shared revenue program. It was based on the
principle of tax base equalization and allocated
state aid to counties and municipalities to offset
variances in taxable property wealth. Entitlements
were calculated using two factors: (1) net local
revenue effort; and (2) per capita property wealth.
The higher a local government's net revenue effort
and the lower its per capita property wealth, the
greater was the local government's aidable reve-
nues entitlement.

A local government's net revenue effort was
measured by its level of "aidable revenues.” This
equaled 100% of the three-year average of "local

purpose revenue” for municipalities and 85% of
this average for counties. Local purpose revenue
was defined to include the local property tax (ex-
clusive of school and other levies) and other local
revenues that were substitutable for the property
tax. Per capita property wealth equaled the local
government's adjusted property value (total taxa-
ble value minus manufacturing real estate value
plus exempt computer value) divided by its
population.

Aidable revenues entitlements were deter-
mined by first comparing each local government's
per capita adjusted property value to a standard
valuation. The proportion of the standard
valuation that a local government lacked deter-
mined the percentage of aidable revenues to be re-
imbursed to the local government.

A local government with a per capita adjusted
value equal to 67% of the "standard" and lacking
33% would generate an entitlement equal to 33%
of its aidable revenues. Similarly, a local govern-
ment with a per capita adjusted value equal to 91%
of the standard and lacking 9% would generate an
entitlement equal to 9% of its aidable revenues.
Local governments with per capita adjusted values
in excess of the standard were not eligible for ai-
dable revenues entitlements.

The standard valuation was not fixed, but
"floated" each year to a level that generated ai-
dable revenues entitlements equal to the total
amount of available funds.

Per Capita Component. The per capita com-
ponent provided a more broad-based aid distribu-
tion than aidable revenues. Rather than providing
aid to jurisdictions with specific characteristics, the
per capita component distributed aid on a universal
basis. Without any adjustment for property wealth,
expenditure needs, tax rate, or other factors, each
city, town, and village received the same munici-
pal per capita payment. Counties were not always
eligible to receive per capita payments. However,

11



between 1994 and 2003, payments were distrib-
uted to counties on a per capita basis through the
county mandate relief program. These payments
were funded through a separate appropriation, ra-
ther than through the shared revenue appropria-
tion.

Minimum Guarantee and Maximum
Growth Components. The minimum guarantee
and maximum growth components served to pre-
vent large decreases or increases in payments from
occurring in a short period of time. The calcula-
tions for the minimum and maximum components
excluded the distributions under the utility aid and
county per capita (mandate relief) components.

The minimum guarantee ensured that a local
government received a shared revenue payment
that was equal to at least 95% of the prior year's
payment. Thus, payments did not decline by more
than 5% a year.

Minimum guarantee payments were internally
funded by a floating maximum growth limit. Enti-
tlement amounts for a local government in excess
of the maximum limit were "skimmed off" to pro-
vide revenues for minimum guarantee payments.
Each year, the maximum growth limit was set at a
level that generated the exact amount needed for
minimum guarantee payments. As under the min-
imum guarantee, the base for comparison was the
prior year shared revenue amount, exclusive of the
utility aid and county mandate relief components.

County and Municipal Aid Since 2004

Over the past 20 years, there have been three
reductions made to county and municipal aid
funding. These reductions were made in the 2004,
2010, and 2012 payment years.

2004 Reduction. The first of these reductions
were applied against base payments that consisted
of each municipality's or county's combined pay-
ments in 2003 under the shared revenue (except
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for utility aid), county mandate relief, and small
municipalities shared revenue programs. The
reductions were allocated among local govern-
ments through a two-step procedure. First, reduc-
tions totaling $40.0 million were allocated among
individual municipalities and counties on a per
capita basis. Based on 2003 populations, these re-
ductions equaled $3.64 per person. Second, reduc-
tions totaling $50.0 million were allocated among
the state's 1,851 municipalities, but not among the
state's 72 counties. These reductions also were al-
located on a per capita basis, except that the
reductions could not exceed 15.7% of a munici-
pality's payment subsequent to the initial ($3.64
per person) reduction. These reductions equaled
$12.78 per person for those municipalities subject
to the full per capita reduction.

Between 2005 and 2009, each local govern-
ment was provided a payment equal to the pay-
ment that it received in 2004. The total distribution
under the county and municipal aid program
equaled $859.7 million in each year from 2004
through 2009.

2010 Reduction. Total payments were reduced
by $29.9 million, to $829.8 million, in 2010. For
the purpose of calculating payment reductions for
individual governments, the total reduction was
first allocated between counties and municipali-
ties, as groups, in proportion to the 2009 payments
for both types of governments (a reduction of $5.5
million for county payments and $24.4 million for
municipal payments). Payment reductions to indi-
vidual counties and municipalities were then cal-
culated using a two-step process. First, each local
government's payment was reduced from the 2009
level in the proportion that the local government's
equalized property value was to statewide
equalized value. In the second step, this reduction
was adjusted to ensure that no individual local
government's payment was reduced by more than
15% from the 2009 payment. In order to make this
15% maximum reduction adjustment, an addi-
tional payment reduction was made to all of those



local governments that had a first-step reduction
that fell below the 15% threshold. This additional
reduction was allocated among the applicable
counties and municipalities on a per capita basis.
In 2011, payments to each individual county and
municipality were the same as in 2010.

2012 Reduction. County and municipal aid
program payments were reduced by $76.8 million
in 2012, to $753.0 million. Of this total, $47.7 mil-
lion was for municipal aid reductions and $29.1
million was for county aid reductions. For individ-
ual municipalities, reductions were based primar-
ily on equalized values, although there was also a
population-based component and a maximum re-
duction component. The factors used to calculate
equalized value reductions varied depending upon
the size of each municipality, with a higher factor
used to calculate the reduction for larger munici-
palities than for smaller municipalities. For in-
stance, a municipality with a population between
50,000 and 110,000 received a reduction equal to
$0.25 times each $1,000 of equalized value, while
a municipality with a population between 2,500
and 10,000 received a reduction equal to $0.10
times each $1,000 of equalized value. In total, the
formula utilized five such population tiers, alt-
hough the smallest tier (population under 2,500)
did not have a reduction based on equalized value.

Since the use of these tiers creates a stair-step ef-
fect in reductions (a municipality with a popula-
tion just below a tier threshold would have an aid
reduction significantly smaller than a similarly-
valued municipality with a population just above
that threshold), a sliding population-based adjust-
ment was added to smooth out these differences.
Municipalities with a population under 2,500 only
received this population-based reduction.

Following the calculation of these property
value- and population-based reductions, the
formula applied certain maximum reduction fac-
tors. The maximum reduction for any municipality
was the lesser of a percentage of the prior year
payment (15% for all cities with a population be-
low 110,000 and 25% for all other municipalities)
or a property value-based calculation (ranging
from $0.35 per $1,000 of value to $0.10 per
$1,000 of value, depending upon population tier,
with larger rates for larger municipalities).

For counties, the reduction was made on an
equal, per-capita basis ($8.76 per person), al-
though the aid reduction for two-thirds of the
counties was less than that amount because of a
maximum reduction formula component (25% of
the prior year payment, or $0.15 per $1,000 of
equalized value, whichever was less).
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