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Targeted Municipal Aid Programs
(Expenditure Restraint and Exempt Property Aid)

This paper provides a detailed description of
the eligibility criteria and distribution formulas for
the expenditure restraint and exempt property aid
programs.

Expenditure Restraint Program

The expenditure restraint program provides
targeted, general aid to towns, villages, and cities.
The aid is targeted in that municipalities must
qualify for a payment by meeting certain eligibil-
ity criteria. The payments are considered general
aid because the dollars are unrestricted, to be spent
however the municipality determines. From 2003
through 2017, the program's annual distribution
was set at $58,145,700. However, beginning with
payments for 2018, total funding for the program
appropriation was increased by $1,166,000 (for
total funding level of $59,311,700) each year
through 2022 to make separate, annual payments
of $583,000 to the Village of Maine in Marathon
County and the City of Janesville in Rock County.
These payments were in addition to any amounts
the two municipalities would otherwise receive
under the formula, but were not included in the to-
tal funding distributed to all municipalities under
the formula.

The Department of Revenue (DOR) adminis-
ters the program. By September 15 of each year,
the Department provides estimates of the succeed-
ing year's payments to qualifying municipalities.
This procedure allows municipalities to anticipate
aid amounts when setting their budgets for the
coming year. Expenditure restraint aid is paid in
its entirety on the fourth Monday in July.

Eligibility Criteria

A municipality must satisfy two eligibility cri-
teria to receive an expenditure restraint payment:

1. Municipal Tax Rate. A municipality must
have a full value property tax rate for operation of
city, town, or village government that exceeds five
mills. The tax rate for the second year prior to the
payment year is used for this test. Therefore, to be
eligible for the 2023 payment, a municipality's lo-
cal purpose tax rate for the 2021 (payable 2022)
levy had to exceed $5.00 per thousand of full
value. There were 429 municipalities that met this
test relative to 2023 aid payments.

2. Budget Restraint. A municipality must re-
strict the rate of year-to-year growth in its budget
to a percentage determined by statutory formula.

Municipal Budget

The statutes define "municipal budget™ as the
municipality's budget for its general fund exclu-
sive of principal and interest payments on long-
term debt. State law provides for the exclusion of
several other types of expenditures: (a) amounts
paid by municipalities under municipal revenue
sharing agreements; (b) amounts paid by munici-
palities as state recycling tipping fees; (c) expend-
itures of state grant payments for municipal costs
associated with development occurring in an elec-
tronics and information technology manufacturing
zone; (d) unreimbursed expenses related to emer-
gencies declared under an executive order of the
Governor; (e) expenditures from moneys received
pursuant to the federal American Recovery and
Revitalization Act of 2009; (f) expenditures made
pursuant to a purchasing agreement with a school
district whereby the municipality makes purchases



on behalf of the school district; (g) the payment of
premiums by a municipality for hospital, surgical,
and other health insurance for an eligible surviv-
ing spouse and dependent children of a law en-
forcement officer, fire fighter, or emergency med-
ical services practitioner, who dies in the line of
duty; and (h) expenditures of payments due to the
termination of a tax incremental financing district
(TID). Finally, adjustments are made for the cost
of services transferred to or from the municipality
seeking to qualify for a payment and to exclude
the cost of providing a contracted service to an-
other government.

Allowable Rate of Growth

For the year prior to the aid payment, the rate
of budget growth cannot exceed the inflation rate
plus an adjustment based on growth in municipal
property values. The inflation rate is measured as
the average annual change that occurred in the
Consumer Price Index (CPI) in the one-year pe-
riod ending in August two years prior to the pay-
ment year, but not less than 0%. The property
value adjustment is unique for each municipality
and equals 60% of the percentage change in the
municipality's equalized value due to new con-
struction, net of any property removed or demol-
ished, but not less than 0% nor more than 2%. The
allowable increase is known at the time when mu-
nicipal officials set their budgets.

The statutes prohibit municipalities from meet-
ing the budget test by creating other funds, unless
those funds conform to generally accepted ac-
counting principles (GAAP). These principles
have been adopted by the Governmental Account-
ing Standards Board to offer governments guide-
lines on how to maintain their financial records.

As part of the American Rescue Plan Act of
2021, each municipal government in Wisconsin
received a payment from the federally-established
Local Fiscal Recovery Fund (LFRF). DOR has in-
dicated that if any funds received from the LFRF

are allocated and expended within a municipality's
general fund budget, these funds would be consid-
ered to be expenditures for the purposes of the
budget test. However, DOR has indicated that mu-
nicipalities could allocate and expend LFRF mon-
ies from a special purpose fund, in order to avoid
negatively affecting the ERP budget test. Further
information on the LFRF is provided in the Legis-
lative Fiscal Bureau's informational paper entitled
"Federal Coronavirus Relief Legislation -- Discre-
tionary Funds."

To be eligible for a 2023 payment, municipali-
ties had to limit their 2022 budget increases to
3.0% to 5.0%, depending on individual municipal
adjustments due to property value increases. The
Department of Revenue certifies the change in the
CPI annually on October 1 to the Joint Committee
on Finance. Based on the October 1, 2022, certifi-
cation, municipalities will be required to limit the
growth in their 2023 budgets to no more than 7.7%
to 9.7%, depending on their applicable adjustment
for growth in property values, to be eligible for a
2024 expenditure restraint payment.

For 2023 payments, 429 municipalities met the
tax rate test, but only 303 municipalities also met
the budget test. Thus, 126 municipalities either did
not meet the budget test or did not submit budget
worksheets to DOR on a timely basis.

Each year, the Department of Revenue notifies
municipalities meeting the tax rate eligibility re-
quirement. To receive a payment, those munici-
palities must submit a budget worksheet to DOR
by the following May 1. The Department uses the
worksheet to verify compliance with the budget
restraint requirement. Qualifying municipalities
are informed in September of the expenditure re-
straint payment to be received the following July.

Distribution Formula

The formula for distributing payments is based
on municipal levy rates and full values. First, an
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Table 1:
Distribution Summary
Number
2014
Towns 29
Villages 171
Cities 159
359
2015
Towns 28
Villages 168
Cities 153
349
2016
Towns 24
Villages 178
Cities 156
358
2017
Towns 22
Villages 152
Cities 136
310
2018
Towns 29
Villages 157
Cities 143
329
2019
Towns 18
Villages 168
Cities 145
331
2020
Towns 22
Villages 158
Cities 140
320
2021
Towns 16
Villages 157
Cities 150
323
2022
Towns 26
Villages 149
Cities 143
318
2023*
Towns 16
Villages 147
Cities 140
303

100.0%

Restraint Payment
Amount Percent
$239,214 0.4%
5,811,945 10.0
52,094,541 89.6
$58,145,700  100.0%
$192,230 0.3%
5,762,632 9.9
52,190,838 89.8
$58,145,700  100.0%
$170,290 0.3%
5,814,276 10.0
52,161,134 89.7
$58,145,700  100.0%
$133,523 0.2%
5,640,261 9.7
52,371,916 90.1
$58,145,700  100.0%
$168,850 0.3%
5,403,460 9.1
53,739,390 90.6
$59,311,700  100.0%
$91,401 0.2%
5,400,163 9.1
53,820,135 90.7
$59,311,700  100.0%
$202,428 0.3%
5,692,701 9.6
53,416,570 90.1
$59,311,700  100.0%
$75,679 0.1%
5,433,170 9.2
53,802,851 90.7
$59,311,700  100.0%
$169,987 0.3%
5,525,529 9.3
53,581,812 90.4
$59,277,328  100.0%
$65,474 0.1%
4,995,746 8.6
53,084,479 91.3
$58,145,700  100.0%

*Based on the Department of Revenue's September, 2022,
estimates of 2023 payments.

"excess tax rate" is calculated for each qualifying
municipality by subtracting the five-mill standard
tax rate from the municipality's property tax rate.
Second, an excess levy is calculated by multiply-
ing each municipality's excess tax rate by its full
value. Finally, a payment is calculated based on
each municipality's percentage share of the total of
excess levies for all eligible municipalities. For
example, if a municipality's excess levy equals
$25 million and the excess levies of all eligible
municipalities sum to $500 million, then the mu-
nicipality would receive 5% ($25 million / $500
million) of the total payments.

If an error is found in the calculation of a pay-
ment, the error will be corrected by adjusting the
affected municipalities’ November county and
municipal aid payments. In addition, expenditure
restraint payments can be corrected by increasing
or decreasing the payments in the succeeding year.
A similar correction procedure is used for county
and municipal aid payments.

The appendix uses the City of Eau Claire as an
example to provide a detailed illustration of the
steps in determining the City's eligibility for the
program and in calculating its 2023 payment.
Table 1 provides information on the distribution
of expenditure restraint payments for the period
from 2014 through 2023.

As shown in Table 1, the amount distributed in
2022 was less than the total funding available for
the program. 2021 Act 1 allowed any reduction in
shared revenue payments to be deducted from
county and municipal aid, utility aid, or expendi-
ture restraint program payments. DOR may reduce
shared revenue payments for a number of reasons,
including penalties for levy limit violations, pay-
ment of certain fees by municipalities to the state,
or to reflect other statutorily required reductions.



Exempt Property Aid Programs

Computer Aid

Since the 1999(00) property tax year, comput-
ers, software, and related equipment have been ex-
empt from the property tax. Effective as of
2003(04), an additional exemption was created for
cash registers and fax machines, except fax ma-
chines that are also copiers. Typically, when prop-
erty becomes exempt, the taxes that would other-
wise be levied on that property are shifted to other
properties that remain taxable, resulting in higher
property tax bills for those properties. To avoid
this effect, the Legislature authorized computer
aid payments to hold taxpayers and local govern-
ments harmless from the impacts of these two ex-
emptions. There are no restrictions on how local
governments can use this aid.

From the time computers and related equip-
ment were made exempt in 1999 through 2017, the
owners of such property were required to continue
to report the value of the exempt property using
the same procedures in effect prior to 1999. Asses-
sors reported the total amount of these values in
each municipality to DOR by the second Monday
in June of each year, and the Department appor-
tioned those values to overlying counties, school
districts, technical college districts, TIDs, and spe-
cial purpose districts. DOR adjusted the reported
values by converting them to full market, or equal-
ized, values. DOR then calculated each local gov-
ernment's aid payment by multiplying the exempt
value attributable to that jurisdiction by the juris-
diction’s current full value tax rate.

2017 Act 59 sunset this method for calculating
the aid payments after payments for the 2016(17)
property tax year were made in July, 2017. In July,
2018, each taxing jurisdiction received an aid pay-
ment equal to the payment it received in the prior
year, multiplied by a factor of 1.0147. Each taxing

jurisdiction that received an aid payment in 2018
received a 2019 aid payment equal to the prior
year aid payment, adjusted for inflation (increased
by 2.42%). Beginning in 2020, the aid payment
was frozen at the 2019 amount, with only those
entities receiving a payment in 2017 continuing to
receive a payment.

In conjunction with freezing existing recipi-
ents' payments at 2019 levels, 2017 Act 59 also
repealed the requirement that owners of exempt
computer property annually report the value of
their exempt property to the local assessor. As a
result, taxing jurisdictions that add exempt com-
puter values after 2017 will no longer be compen-
sated with an aid payment for the taxes that would
have otherwise been levied on that property. Ra-
ther, only those local taxing jurisdictions with ex-
empt computer property values in 2017 will con-
tinue to be compensated, and only for the value
that existed at that time.

Despite the fact that aid payment amounts have
been frozen since 2019, aid payments to local
jurisdictions may be modified following the
termination of a TID that received an aid payment
prior to 2018. Between 2018 and 2021, any aid
payment previously received by a TID that
subsequently terminated was fully provided to the
municipality in which the TID was located.
Beginning in 2022, any aid payment that had
previously gone to the TID that has terminated is
now distributed among all overlying taxing
jurisdictions in the year following the TID's
termination, according to each jurisdiction's
proportional share of the TID's value.

Table 2 summarizes the computer aid
program's payment history over the last ten years.
Because aid payments prior to 2018 were the
product of exempt values and tax rates, changes in
values and rates determined whether or not aid
payments increased or decreased. Total aid
payments decreased in two of the years displayed
in the table. On a statewide basis, aid payments



Table 2: Computer Aid Distribution Summary (In Millions)

Towns,
Villages, School
Counties  and Cities  Districts
2012(13) $11.5 $20.6 $29.3
2013(14) 12.1 21.7 30.3
2014(15) 125 22.6 31.1
2015(16) 13.0 24.2 32.2
2016(17) 13.2 24.9 321
2017(18) 134 25.7 32.6
2018(19) 13.8 27.1 334
2019(20) 13.8 29.3 334
2020(21) 13.8 29.4 334
2021(22) 13.8 29.6 335

Technical

College  Special TIF

Districts Districts Total
$4.9 $1.1 $14.4 $81.8
5.1 1.2 16.4 86.8
2.8 1.4 16.0 86.4
2.9 1.5 15.9 89.7
3.1 1.7 19.2 94.2
31 1.7 19.1 95.7
3.2 1.8 18.9 98.0
3.2 1.8 16.6 98.0
3.2 1.8 16.4 98.0
3.2 1.8 16.1 98.0

generally increased in each year until 2018, aside
from a small reduction in 2014(15) when tax rates
decreased due to an increase in state aid for
technical college districts. Total aid payments
increased by 19.8% over the ten-year period. The
Department of Administration makes computer
aid payments to local taxing jurisdictions on the
fourth Monday in July.

Exempt Personal Property Aid

2017 Act 59 created a property tax exemption
for personal property classified as machinery,
tools, and patterns not used for manufacturing
purposes, effective with property assessed as of
January 1, 2018. The Legislature authorized
personal property aid payments to hold local
governments harmless for the loss in taxable value
and to hold taxpayers harmless by negating any
shift in property taxes to the remaining taxable
property that would otherwise occur due to this
exemption. For 2017(18), municipalities were
required to report to DOR the amount of property
taxes imposed on non-manufacturing machinery,
tools, and patterns for that year on behalf of
themselves and other local taxing jurisdictions.
Taxing jurisdictions were also required to report
to DOR, in a time and manner determined by
DOR, any information that DOR considered
necessary to determine aid payments.

Under 2017 Act 59, each taxing jurisdiction’s

personal property aid payment was to equal the
amount of property taxes levied on the exempt
property for the 2017(18) property tax year by that
jurisdiction. Beginning in 2018(19) and each year
thereafter, payments to taxing jurisdictions were
to be set at that same level. However, there have
been two adjustments made to the personal prop-
erty aid payments.

The first adjustment to the personal property
aid payment occurred in the 2020(21) aid payment
distribution, and was a one-time adjustment. For
the first year of payments in 2018(19), DOR did
not collect, nor did municipalities provide,
2017(18) information pertaining to the amount of
property taxes levied on machinery, tools, and pat-
terns not used for manufacturing purposes. In-
stead, DOR used a proxy method to calculate
2018(19) aid payments for all taxing jurisdictions.
As a result, DOR's method of calculation of aid
payments differed from the actual amount of taxes
levied on the exempt personal property for tax
year 2017(18).

Because DOR's method of calculating
2018(19) aid payments was based on an approxi-
mation of taxes levied in 2017(18), rather than ac-
tuals, the 2018(19) payments to taxing jurisdic-
tions were lower or higher than the actual amounts
of taxes levied on that property. In June, 2019, the
Marathon County Circuit Court ordered DOR to
correct the 2018(19) payments and to use actual



amounts going forward. DOR adjusted the
2020(21) aid payments to reflect the corrected aid
2018(19) aid amounts. Taxing jurisdictions that
were overpaid in 2018(19) had their 2020(21) pay-
ments reduced by the amount that they were over-
paid, while jurisdictions that were underpaid in
2018(19) received correspondingly higher
2020(21) payments. Subsequent year's aid pay-
ments were not affected by this ruling.

The second adjustment to the personal property
aid payment occurred with the 2021(22) aid pay-
ment distribution. When the property was initially
exempted, personal property aid payments to TIDs
were to be discontinued in the year after the dis-
trict terminates, which resulted in a reduction in
the state's total aid payment cost. Beginning with
the 2022 aid payment, any aid payment that had
previously gone to a TID that is terminated is to
be distributed among the overlying taxing juris-
dictions in the year following the termination of
the TID. This is similar to the treatment of pay-
ments under the computer aid program. Addition-
ally, the 2022 aid payment also included a one-
time adjustment for local taxing jurisdictions
equal to the cumulative amount of aid that would
have been received by a TID terminated within
their jurisdiction between 2018 and 2021.

Similar to payments for exempt computer
property since 2017, because the value of the ex-
empt personal property is frozen, taxing jurisdic-
tions that add this type of exempt property after
2017 will not be compensated for the taxes that
could have otherwise been levied on that property.
Only those municipalities with exempt personal
property values in 2017 will be compensated, and
only for the value that existed at that time.

Personal property aid payments are made on or
before the first Monday in May. Total aid
payments for tax year 2021(22), prior to the
adjustment for retroactive terminated TIDs
described above, are $75.6 million. The
retroactive terminated TID adjustment totaled

$2.6 million, for a total personal property aid
distribution of $78.2 million in 2021(22).

Video Service Provider Fee Reduction Aid

2019 Act 9 required municipalities to reduce
fees assessed on certain video service providers,
beginning in 2020. Municipalities were required
to reduce their fees by 0.5%, effective January 1,
2020, and by 1%, effective January 1, 2021. A
state aid program was created to hold municipali-
ties harmless for the associated reduction in reve-
nue. Aid payments are made out of a GPR sum-
certain appropriation.

Municipalities were required to report the fol-
lowing information to DOR: (a) by August 15,
2019, the actual video service provider fee reve-
nues received in 2018, and the provider's
estimated gross receipts on which the fee revenues
are based; (b) by August 15, 2020, the actual video
service provider fee revenues received in 2019 and
the provider's estimated gross receipts on which
the fee revenues are based; (c) the actual annual
revenues received from the video service provider
fee each year, beginning in 2021, as part of the
municipal financial report filed each year with
DOR. DOR is also required to certify the aid pay-
ment to each municipality that is eligible to re-
ceive a payment on or before October 1 of each
year. The Department of Administration is respon-
sible for distributing the payments on or before the
fourth Monday in July.

In 2020-21, municipalities received an aid
payment equal to 0.5% of their reported gross
receipts of the video service provider fee reported
for 2018. 2020-21 aid payments totaled $5.0
million. In 2021-22, each municipality received
an aid payment equal to 1% of their reported gross
receipts reported in 2019, resulting in a statewide
total of $10.0 million. Each year thereafter, each
municipality's aid payment is to equal their 2021-
22 aid payment.



APPENDIX

Calculation of the 2023 Expenditure Restraint Payment for the City of Eau Claire

Eligibility Tests

1. Municipal Tax Rate (per $1,000 of full value)
Eau Claire's 2021(22) Municipal Tax Rate $7.398028
Statewide Standard Tax Rate for Municipal Purposes $5.000000
Excess Tax Rate, Eau Claire minus State Standard $2.398028
Eau Claire qualifies since its tax rate exceeds the state standard.

2. Budget Restraint
Change in Eau Claire's Budget, 2021 to 2022 2.12%
Greater of 0% or Percent Change in CPI, Sept., 2020, to Sept., 2021 3.00%
Value of New Construction Occurring in 2020 $107,758,100
January 1, 2020, Full Value $6,119,427,100
Percent Change 1.761%
60% of Percent Change, but no less than 0% and no more than 2% 1.057%
Maximum Allowable Budget Increase: Sum of Inflation Rate and
Value Adjustment, Rounded to the Nearest 0.10% 4.10%

Eau Claire qualifies since its budget change is below 4.10%.

Calculation of Payment

1. Calculate Eau Claire's Excess Levy
Multiply the Municipality's January 1, 2021, Full Value $6,487,588,600
By the Excess Tax Rate (Per $1,000 of full value) X $2.398028
Eau Claire's Excess Levy Equals $15,557,419
2. Calculate Eau Claire's Share of Payment
Eau Claire's Excess Levy Divided by $15,557,419
Total Excess Levies of Eligible Municipalities + $836,741,457
Eau Claire's Share of Payment Equals 1.8592863%
3. Calculate Eau Claire's Payment
Available Funding $58,145,700
Multiplied by Eau Claire's Share of Payment X 1.8592863%

Eau Claire's Payment Equals $1,081,095



