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Building Usage Charge

The Building Usage Charge (BUC) allows for a school to include 10.5% of the fair market value (FMV) of a school’s building and its premise as an eligible cost indefinitely.  The 10.5% of the FMV is intended to cover the initial cost of the buildings and premises and any additions or repairs.  The BUC election may be made for each school building and premises (different buildings may be treated differently).  Once a school elects to use the BUC for a building, the capitalizable costs of that building and its premises may not be included as an eligible cost through another method.  This includes the cost for any additions or capitalizable repairs to the building and its premises.  A school may obtain a new FMV appraisal at any time, which would include the FMV of any additions or repairs.

Requirements:
Per Wis. Stat. 118.60(4)(d)2 and 119.23(4)(d)2, in order to be eligible to use the BUC, legal title to a private school’s buildings and premises must be held in the name of the private school’s parent organization or other related party and a school must make a request to the department to use the BUC.  The request must be a letter to the department on school letterhead electing to use the BUC that includes: 1) the name of the owner of the building, 2) the relationship between the owner and the school, and 3) how that relationship qualifies as either a parent organization or a related party.  The letter is due to the department by September 1st following the year in which the school will use the FMV in the Financial Information Report (FIR).  Per Wis. Stat. 118.60(4)(d)2 and 119.23(4)(d)2, once a request is made it may not be withdrawn in subsequent years by the private school.

A parent organization, for purposes of determining if a school is eligible for the BUC, means an organization that engages in some operations that are independent of the school’s operation, and has the authority to control and manage the school.  This may include situations where a church and the school are the same legal entity.

A school is also eligible to use the BUC if the building is owned by a related party.  A related party is any of the following:
(a) an owner, director, trustee, officer, or key employee of the school;
(b) an immediate family member of an owner, director, trustee, officer, or key employee of the school;
(c) an individual who has a material financial interest in the school; 
(d) an individual that has significant influence over the school; 
(e) a corporation, trust, or similar entity or organization in which an individual described in (a) through (d) holds a material or controlling interest;
(f) a corporation, trust or similar entity or organization in which any of the individuals in (a) through (d) serve as an officer or director of the organization;
(g) a corporation, trust or similar entity or organization that has a financial interest in the school;
(h) a corporation, trust or similar entity or organization in which the school has a financial interest; 
(i) a corporation, trust or similar entity or organization involved in the day- to-day operations of the school; or
(j) a corporation, trust or similar entity or organization existing exclusively or primarily for the benefit of the school. 

Related party individuals can include administrators, business managers, principals, teachers, office staff, Board of Directors, or those closely related to these individuals.  Related party organizations can include the operating organization of the school or the church associated with the school (if a separate legal entity).  Related party organizations generally exclude synods and general church bodies such as the Archdiocese, Wisconsin Evangelical Lutheran Synod, and The Lutheran Church-Missouri Synod unless they are involved in the day to day operations of the school.

Once a school elects to use the BUC for a building, the costs of that building and its premises may not be included as an eligible cost through another method.  This includes the following:
1. If the costs of the building and premises have been included over 16 years in Schedule 6 and 7 of the FIR, the costs must be removed from these schedules.
2. If any rent is being paid by the school, the rent may not be included as an eligible cost once the BUC is elected.  Additionally, if any leasehold improvements are included in Schedule 6 and 7 of the FIR, the costs must be removed from these schedules.
3. If any debt was used to fund the original purchase or subsequent improvements to the building in the BUC, the principal and interest payments are not eligible costs.
4. Any additions or capitalizable repair costs are not eligible costs.

The school may obtain a new FMV appraisal at any time, which would include the FMV of any additions or repairs.

What is included in the BUC:
The BUC election is made for each building and related premises.  Building includes the building and building components such as lighting fixtures, built-in lockers, heating, ventilating, and wiring systems.  Premises includes the land, sidewalks, installed playground equipment, parking lot, and landscaping.  In order to determine if an item is part of the buildings and premises or a separate piece of equipment, the school must determine if the item is part of the building and premises or not.  If the item will remain with the building and premises when sold, it must be included in the building and premises and may not be included as a separate asset.  If an item is identified as a separate asset it must be tracked as a separate capital asset by the school.

Fair Market Value (FMV):
Schools that elect to include the Building Usage Charge (BUC) as an eligible cost must get an appraisal to determine the FMV of any buildings and premises that will be included in the BUC (Wis. Stat. 119.23 (4)(d)2. and 118.60(4)(d)2.).  A school must obtain a FMV appraisal from a certified appraiser.  See the Fair Market Value Appraisals Bulletin for additional information on the appraisal requirement.  The FMV appraisal is due to the department by September 1st following the year in which the school will use the FMV in the FIR.  

The FMV is determined as follows:

1. If the school was in the choice program when the building was purchased, the FMV is the purchase price of the building.
2. If the school was not in the choice program when the building was purchased, the FMV is determined by an appraisal from a certified appraiser.  If the school has an appraisal from a certified appraiser that was obtained at the time that the building was placed in use as a parental choice program facility, that appraisal may be used to determine the FMV.  Otherwise, the school must obtain a current FMV appraisal from a certified appraiser.  The appraisal must be completed prior to the due date of the first FIR that the BUC is included.  
3. The school may obtain a current FMV appraisal from a certified appraiser.  The appraisal must be completed prior to the due date of the first FIR that the BUC is included.

The school may choose to obtain a new FMV appraisal at any time.  New FMV appraisals must comply with the requirements in the Fair Market Value Appraisals Bulletin and be completed and submitted to the department by the due date of the FIR in which the school will first use the new FMV appraisal.  The cost of any improvements or capitalizable repairs to the building are not included in the BUC or separately as an eligible cost.  Instead, the school may choose to obtain a new FMV appraisal that includes the improvements and repairs.  

The cost to obtain a FMV appraisal may be included as a current year operating expense.

Grandfathered Buildings:
Certain schools were eligible to use the BUC in the 1998-99 school year.  These schools were required to obtain a FMV appraisal for the building and premises and allowed to add additions each year to the amount that may be recovered through the BUC.  Wis. Stat. 119.23 (4)(d)3. allows for these grandfathered schools to continue to use the BUC.  The Fair Market Value that may be used for the 2013-14 FIR and thereafter is the FMV from the 2012-13 FIR plus the cost for any additions included in the BUC from 1998-99 to 2012-13.  The school may not add the cost of any additions after 2012-13 to the BUC.  

As with all schools, a grandfathered school may choose to get a new FMV appraisal at any time.  If a new appraisal is obtained, the school may not include the historical cost for additions in the BUC.  Only the new appraised FMV is included.


Example 1-Building Previously Amortized over 16 years: 
· 2009-2010 school year:  A school first participated in the Choice program in the 2009-10 school year.  The parent organization of the school owns the building.  The school obtained a FMV appraisal in the 2009-10 school year that valued the building at $3 million.  The school elected to recover the $3 million over 16 years (6.25% per year).  

· 2010-11 school year: The school repaired the roof, which cost $5,000.  The school elected to recover the $5,000 over 16 years (6.25% per year).  

· 2011-12 school year: The school put on an addition, which cost $200,000.  The school elected to recover the $200,000 over 16 years (6.25% per year).  

· In the 2013-14 school year the school sends a letter to the department electing to use the BUC.  All costs for the building and premises must be removed from the buildings and sites schedule.  The school has two options for determining the FMV  of the building:

· The school may use the original FMV determined in the 2009-10 school year of $3 million.

· The school may obtain a new FMV appraisal that would include any changes to the FMV as a result of the new roof and the $200,000 addition.

Example 2-Rented Building:
· The school building is owned by the Choice Administrator.  The school is renting the building from the Choice Administrator.  In past FIR’s, the school has included the rental payments as eligible costs.  

· 2011-12 school year: The school made an improvement to the leased facility, which cost $50,000.  The improvement was included in leasehold improvements and depreciated over the lease term remaining, which was 10 years. 

· In the 2013-14 school year the school sends a letter to the department electing to use the BUC.  The school may continue to pay reasonable rent to the landlord.  However, the rent paid is no longer an eligible cost.  Additionally, the 2011-12 leasehold improvements must be removed from the leasehold improvements schedule.  The school must obtain a FMV appraisal for the building and any related premises.  

Example 3-Grandfathered School for BUC Purposes:
· The school elected to use the BUC in the 1998-99 school year and is considered a “grandfathered school” for BUC purposes.  The initial FMV was $5 million.  In the 2012-13 FIR, the school had $250,000 of additions and repairs included between 1998-99 and 2012-13.  The school may not add the cost of any additions after 2012-13 to the BUC.   The school has two options for determining the FMV in the 2013-14 FIR:

· The FMV of $5 million plus the historical costs of $250,000 may be used as the FMV.

· The school may obtain a new FMV appraisal.  This value must then be used as the current FMV.  No historical costs may be included in the FIR if a new FMV is used.

Example 4-New School to the Private School Choice Programs:
· A school who is renting from a related party participates in the Private School Choice Programs for the first time in the 2013-14 school year.  In the 2013-14 school year the school sends a letter to the department electing to use the BUC.  The rent paid may not be included as an eligible cost. The school must obtain a FMV appraisal for the building and premises that will be included in the BUC.
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