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Current Law

Under s.43.64(2), municipalities supporting their local public library at a higher library tax rate than the county’s previous year’s library tax rate may exempt themselves from the county library tax.  Municipalities supporting their library at less then the county’s previous year’s library tax rate must contribute to the county library tax.  The statute directs that the test for exemption compare the municipal library fund rate against the county library tax rate.

Discussion Points 
1. The exemption statute has provided an equitable means for distributing library tax support.  By qualifying for the exemption, municipalities ensure that their library tax dollars are expended by their local library.  Nonresidents are taxed for library services to nonresidents, and library municipalities are not required to assist with this funding.  Alternately, nonresidents are assured that they are not supporting library services at a rate higher than the library community residents themselves are paying.

2. Since most public libraries are municipally funded at a substantially higher library tax rate than the county library tax rate, qualifying for an exemption is not an issue except in a few instances.  In 2001, 304 of 370 municipal and joint libraries were exempted from the county library tax.  Most of the remaining 66 libraries easily qualified for exemption but for a variety of reasons didn’t request it.  (In 2001 the average tax rate per $1,000 of assessed valuation for communities with libraries was .674.  For counties with nonresident populations, the rate was .281.)  A few municipalities support their libraries at a rate equal to the rate needed for exemption.
3. Over the past decade, the Wisconsin Attorney General has issued formal and informal opinions concerning the exemption statute.  Recently the Attorney General has reconfirmed earlier opinions that the county library tax should include all taxes raised by the county for library purposes, including taxes for library capital outlays.  In contrast, municipalities often fund major library capital outlays through borrowing with repayment through a debt retirement fund, a fund separate from the library fund.  Therefore, the exemption test includes capital outlay funds (if any) on the county side, but not always on the municipal side.  For the vast majority of libraries, the capital outlay factor makes little difference.  However, where municipal library funding rates are near county library funding rates, a sudden jump in the county library rate due to capital outlays can have a dramatic impact on the level required for municipal exemption.
Alternatives
1. Maintain the status quo.

2. Amend s.43.64(2) so that the exemption test does not include capital outlay funding by the county.

3. Amend s.43.64(2) so that the exemption test includes all capital outlay provided by the municipality.
Task Force Recommendation:
Amend s.43.64(2) so that the exemption test does not include capital outlay funding by the county.

Proposed Statutory Language (Language to be added is underlined.)
43.64(2)(a)  In this subsection, "library fund" means the funds raised by the city, village, town or school district by tax levy or appropriation under s. 43.52 (1).

In this section, “capital outlay” means any items classified as “capital outlay” in accordance with the concerned county’s accounting practices, except that library collection expenditures may not be considered as capital outlay.  [Comment:  This would allow counties to use the definition of capital cost they adopt for county accounting purposes.  Audits requirements will ensure that this definition is in accordance with generally accepted accounting principles.  (GASB 34 requires that government bodies address this issue.)]
43.64(2)(b)  Except as provided in sub. (1) shall, upon written application to the county board of the county, be exempted from the tax levy, if the city, town, village or school district making the application levies a tax for public library service and appropriates and expends for a library fund during the year for which the county tax levy is made a sum at least equal to an amount calculated as follows:sub. (2m), any city, town, village or school district in a county levying a tax for public library service under 

1.  Divide the amount of tax levied by the county for public library service under sub. (1), less capital outlays made by the county or on behalf of the county by the county library board or the county’s public library system, in the prior year by the equalized valuation of property in that area of the county that was subject to the county property tax levy for public library services in the prior year.
2.  Multiply the amount determined under sub. 1. by the equalized valuation of property in the city, village, town or school district for the current year.
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