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*STATE OF WISCONSIN :
DEPARTMENT OF ADMINISTRATION
' 101 East Wilson Street, Madison, Wisconsin

TOMMY G. THOMPSON
GOVERNOR )

. GliORGE LIGHTBOURN
SECRETARY

Division of Executive Budget and Finance
Post Office Box 7864

Madison, WI 53707-7864

Voice (608) 266-1736

Fax (608) 267-0372

TTY (608) 267-9629

Date: November 15, 2000
To: - Steve Miller, LRB

From: Kerry Holden, DOA\()O\/
o 2_66-‘8593

Subjecf: ~ Rainy Day Fund and Tax Expenditure Limits

The attached document contains broad directions regarding statutory language changes
we would like to include in the budget regarding the state's rainy day fund, including

provisions for tax expenditure limitation

Thanks!

s. Please call if you have any questions.



Budget Stabilization Fund Statui:ory Language Request

. Section 20.875 provides for a separate budget stabilization fund; however, there is no
methodology included in the statutory language regarding how or when revenues are to
be deposited into or expended from the fund. There is currently a zero balance in the

budget stabilization fund. ’ '

. The primary purpose of this legislation is create a method for depositing funds in to the
budget stabilization fund so that it will eventually consist of 5% of the general fund at
the end of each fiscal year. This would be accomplished by using unanticipated
revenue as a funding source for the budget stabilization fund. '

. '}Anticipated revenue” means the amount of revenue estimated to be realized in a fiscal
- year as general fund resources. The amount to be annually credited to the budget
_stabilization fund will be equal to 50% of the excess of the amount of actual revenues

over anticipated revenues. If actual revenues are below anticipated revenues, then
there will be no transfer.

. If a transfer occurs Jand the balance in the budget stabilization Jund is equal to 5%7?],
~ then any additional unantici revenues, as certified by either DOA or the
Governor, can be made able for either:

‘ v the Legislature;

e required general fund balance (if it still exists); and/or |

e tax reduction.

. The budget stabilizatioh.fund will serve as a supplemental source of funding during
times of emergency, economic downturn, or unforeseen reduction in revenues. There
are two methods we could use to expend funds for emergency purposes:

a) We could include language req g the Governor, through an appropriations
bill, to recommend expendi s from the budget stabilization fund and then
require either a majori a supermajority vote of each house of the Legislature
to expend monies from the budget stabilization fund; or : ‘ ’

b) We could require DOA to determine a need for expenditures from the budget
stabilization fund, and use a 14-day passive review process through JCF.

- Include the following provisions regarding tax expenditure limitations:

* Apply the limit to appropriations of state tax revenues.

* Limit appropriation growth to the greater of the increase in personal income in
the state (averaged over the past 3 years) or the increase in inflation, whichever

" is greater.

= Make the limitation applicable to all state appropriations and revenues.

* Require a declaration of emergency and a'supermajority vote of the Legislature
to exceed the tax expenditure limit.

* Require any surpluses to go into the rainy day fund.




Chameagne, Rick

" - From: Koskinen, John :
Sent: Wednesday, November 29, 2000 2:30 PM
To: Champagne, Rick
Cc: Holden, Kerry _

Subject: RE: Stabilization fund transfer draft

Since Kerry is out, let me try to answer.

M

@)

©)

)
()

)

We know one legislature cannot bind a subsequent legislature. We anticipate only for an affirmative act by a

subsequent legislature to overturn it. But since inertia is a powerful force, we are aiming to set at least initial
presumption of an allocation. :

We refer specifically to the amount in 20.005 (1) reported as general fund taxes as approved by-Joint Finance under
20.004 (2).

(a) Let’s start with 5% of general fund expenditures of the fiscal year just concluded (June 30). Determination is
made at the time of the publication of the Annual Fiscal Report under s.16.40 (3). DOA makes the determination in
the Annual Fiscal Report with verification by the LAB under s,13,94 (1) (c). When the 5% limit is reached, there are
no further transfers into the stabilization fund. [Of course, as expenditures increase, the 5% limit increases along with

it] 1don’t see a need for Joint Finance participation. This is intended as a simple after-the-fact accounting, not a
before the fact estimation. :

The expenditure limit applies only to GPR exbenditures.' Debt service should be excluded from the limit.

Limit the transfers into the stabilization fund to the 50% of unanticipated tax revenues. Anything else remains in the
general fund balance. :

The transfers from the general fund into the stabilization fund should be done via a sum-sufficient appropriation. [Too

much: pay in] There should be an accompanying sum-sufficient appropriation from the stabilization fund into the
general fund to cover a revenue shortfall. [Too little: take out].

From: Champagne, Rick

Sent: Wednesday, November 29, 2000 10:23 AM
To: Holden, Kerry

Cc: Koskinen, John

Subject:

Kerry:

I've begun working on the budget stabilization fund transfer proposal and have a number of questions.

1. As a general matter, you should be aware that the mechanism that you are creating constitutes a "rule of
procedure” under article IV, section 8, of the Wisconsin Constitution and is not legally enforceable in a court of law.
See, State ex rel. La Follette v. Stitt, 114 Wis. 2d 358, 363-369 (1983). The legislature is free to ignore any of the
provisions in the draft relating to its powers of appropriation, and can exceed the expenditure caps and appropriate
any "unanticipated revenues". Also, the legislature can, at any time, enact legislation that transfers monies from
the budget stabilization fund to the general fund. Having said this, | should also point out that the legislature may

certainly choose to follow this law and the law will be effective in governing the internal procedures of the
legislature. ' '

2. By "anticipated revenue" | assume that you mean the estimated amounts that appear in s. 20.005 (1) of the
schedule in the budget bill? What about other monies that flow to the general fund during the course of a fiscal
year, such as transfers from other funds or, say, the tobacco settlement monies? In other words, are you after tax
dollars that are deposited in the gfeneral fund or all monies that are deposited in the general fund? ‘We need
clarification; your proposed definition can be read in a number of ways.



3. | need clarification on this 5% issue. First of all, 5% of what and as of what date. As you are aware, because
of cash flow issues the state coffers will vary in their balances at different times during the fiscal year. Because of
intergovernmental transfers, 5% of the general fund balance on August 15 will be very different from 5% of the
general fund balance on December 1. Perhaps, you mean 5% of the estimated net general fund balance at the
end of a fiscal year, as estimated in the schedule summary in the budget bill? Second, when this 5% amount is
reached, however it is determined, do transfers of “unanticipated revenues" to the budget stabilization fund cease?
Third, who makes the estimates for the purpose of transfer and who decides when 5% is reached: DOA, LFB? If
you want joint finance committee participation, how do you want it? The instructions are entirely silent on
procedure and process. If you want me to work it out, let me know.

4. Some of your instructions regarding the revenue transfer to the budget stabilization fund are in brackets with
italics and with a question mark after them. How am | to read these? Help!

5. There is no need to talk about what the legislature can do with "any additional unanticipated revenues" in ltem
4. Since these monies are not being transferred to the budget stabilization fund, they are already in the general
fund awaiting appropriation. You are simply stating what the legislature already has the power to.do. Also, what
does the statement in paranthesis "(if it still exists)" mean. Do you contemplate repealing the required statutory
general fund balance provision? Please let me know.

6. In ltem 5, you talk about what we "could” do. Please decide which method you want. Also, as | discussed
above, the legislature could legally ignore either method and do whatever it wishes with the monies in the fund.
Once you have chosen the method, I will have a couple of questions. In deciding the details of your method,
please keep in mind that the legislature is the only branch that has the power to appropriate monies from the state
treasury. In order to get at these monies in the budget stabilization fund, the monies must be appropriated in

some way, either directly or indirectly through a transfer to another fund which already has appropriations that will
use those transferred monies.

7. In ltem 6, you propose tax expenditure limitations. There is a key ambiguity in the coverage of these
expenditures. At one point, you state that the limit is applied to "appropriations of state tax revenues". But in
another place you state that the limit applies to "all state appropriations and revenues”. What is the coverage of
the provisions: all appropriations or only appropriations funded with tax revenues? | would advise that the

limitation apply only to GPR appropriations, unless you also want to get at SEG appropriations funded with, say,
gas tax revenues.

8. The only exception you have to exceeding the caps is a "declaration of emergency and a supermajority vote of
the Legislature”. Who declares an emergency, what is the standard for declaring an emergency, and what is a
supermajority vote? Also, you may wish to speak with the Capital Finance Office at DOA about the consequences
of a GPR cap for the payment of principal and interest on general obligation bonds and on bonds for which the
state has made a moral obligation pledge. Generally, expenditure caps will exempt such items.

9. You state that any surplus will “go into a rainy day fund”. | assume that you mean the budget stabilization fund.
But | have a couple of questions. First, if all surpluses are going into the budget stabilization fund, why have the
first half of your proposal relating to having 50% of the "unanticipated revenues" transferred to the budget
stabilization fund? If the caps are in place at then time the budget is enacted, then all "unaticipated revenue" will
be surplus and the whole amount will be transferred to the budget stabilization fund. In other words, if you have
the expenditure caps, then there is no need for the first 4 items of your proposal. Second, what about the 5%
budget stabilization fund issue? If all of the surplus is being transferred to the budget stabilization fund, then the
5% issue has no effect. Third, if all of the surplus is to be transferred to the budget stabilization fund, on what date
is the transfer to be made. As mentioned above, cash flow will vary during different parts of the year. If too much
of the surplus is transferred at one time, then the state will have to increase its issuance of operating notes to fund
temporary shortages in the general fund. Fourth, there is no mention of procedure or process for making the
determinations required to make the expenditure cap work. Who certifies the amount of the surplus and how is
the amount transferred to the budget stabilization fund? Finally, what about the required statutory balance in the

general fund? Because you wish for all of the surplus to be transferred to the budget stabilization fund, there will
be no monies left in the general fund.

Once you have had an opportunity to think through these issues, please call me and | can begin drafting the
proposal. In particular, please consider the relationship between Item 6 and ltems 1 to 5 of your proposal.

Rick Champagne

Senior Staff Counsel

Legal Section

Wisconsin Legislative Reference Bureau
100 N. Hamilton St..




P.O. Box 2037
Madison, WI 53701-2037
Tel: (608) 266-9930
Fax: (608) 264-8522

'Email: rick.champagne@legis.state.wi.us
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DOA.......Holden — Transfers to budget stabilization fund

FoR 2001-08 BUDGET — NoT READY FOR INTRODUCTION

Analysis by the Legislative Reference Bureau
<~ STATE GOVERNMENT

— STATE FINANCE

This bill requires that certain transfers be made between the general fund and
the budget stabilization fund.

Under the bill, beginning in the 2003-05 fiscal biennium, the secretary of
administration must annually calculate the difference between the amount of tax
revenues projected to be deposited in the general fund (projected tax receipts) and
the amount of tax revenues actually deposited in the general fund during the
preceding fiscal year (actual tax receipts). If the projected tax receipts are less than
the actual tax receipts, the secretary must transfer from the general fund to the
budget stabilization fund an amount equal to 50% of the difference between the
projected tax receipts and the actual tax receipts.

This transfer, however, may not take place once the balance of the budget
stabilization fund is €€ Ieast/equal td)5% of the expenditures from the general fund
during the preceding fiscal year. Also, if the transferred amount would cause the
general fund balance to be less than the required general fund statutory balance, the
secretary must reduce the amount of the transfer by an amount that would not cause
the general fund balance to be less than the required general fund balance. (The
required statutory balance refers to a current law requirement that the estimated
general fund balance in any fiscal year may not be an amount less than the following
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percentage of the total general purpose revenue appropriations for éat fiscal year
plus any amount from general purpose revenue designated as ompensation
Reserves”: for fiscal year 2002-03, 1.4%; for fiscal year 2003-04, 1.6%; for fiscal year
200405, 1.8%; and, for fiscal year 2005-06 and each fiscal year thereafter, 2%.)
In addition, under the bill, if the balance of the general fund at the end of the
preceding fiscal year is less than the required statutory balance, the secretary must
transfer from the budget stabilization fund to the general fund an amount necessary

to maintain the required statutory balance.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 16.51/8 of the statutes is created to read:

16.518 Transfers to and from the budget stabilization fund. (1)
Annually, the secretary shall calculate the difference between the amount of moneys
projected to be deposited in the general fund during the preceding fiscal year that are
designated as “Taxes” in the summary under s. 20.005 (/1), as approved by the joint
committee on finance under s. 20.004 (2), and the amount of such moneys actually
deposited in the general fund during the preceding fiscal year, as reported in the
statement prépared under s. 16.46/(3).

(2) (a) Subject to par. (1;/), if the amount of moneys projected to be deposited in
the general fund during the preceding fiscal year that are designated as “Taxes” in
the summary under s. 20.005 (1/),' as approved by the joint committee on finance
under s. 20.004 é), is less‘than the amount of such moneys actually deposited in the
general fund during the preceding fiscal year, as reported in the statement prepared
under s. 16.40 é), the secretary shall transfer from the general fund to the budget
stabilization fund 50% of the amount calculated under sub. (5.

(b) 1. If the balance of the budget stabilization fund on June 30 of the preceding

fiscal year is at least equal to 5% of the expenditures from the general fund during
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SECTION 1
v
the preceding fiscal year, as reported in the statement prepared under s. 16.40 (3),
the secretary méy not make the transfer under par. (a).

2. If the amount transferred under par. (a{ would cause the general fund
balance on June 30 of the preceding fiscal year to be less than the general fund
balance that is required under s. 20.003 (4‘1/) for that fiscal year, the secretary shall
reduce the amount transferred under par. (a) by an ambunt that would not cause the
general fund bbalance to be less than the general fund balance that is required under
S. 20.603 (4) for that fiscal year.

(3) If the general fund balance on June 30 of the preceding fiscal year is less
than the general fund balance that is required under s. 20.00'5(4) for that fiscal year,
the secretary shall transfer from the budget stabilization fund to the general fund
an amount equal to the difference between the general fund balance on June 30 of
the preceding fiscal year énd the general fund balance that is required under s.
20.003 (4\1)/ for that fiscal year.

SECTION 2. 20.87 5/(1) (a) of the statutes is repealed and recreated to read:

20.875 (1) (a) General fund transfer. A sum sufficient equal to the amount that
is required to be transferred under s. 16.518 é).

SECTION 3. 20.87‘5/(2) (q) of the statutes is repealed and recreated to read:

20.875 (2) (q) Budget stabilization fuﬁd transfer. From the budget stabilization
fund, a sum sufficient equal to the amount that is required to be transferred under
S. 16.518‘/(/3). /

SECTION 4. 25.60 of the statutes is repealed and recreated to read:

25.60 Budget stabilization fund. There is created a separate nonlapsible
trust fund designated as the budgeﬁ stabilization fund, consisting of moneys

transferred to the fund from the general fund under s. 16.518 (2). Except for the
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SECTION 4

purpose of reallocation under s. 16.46{, moneys in the budget stabilization fund shall

v
only be used to make the transfers required under s. 16.518 (3).

History: 1985 a. 120. : . . .
SECTION 9401. Effective dates; administration.

v/
(1) BUDGET STABILIZATION FUND TRANSFERS. The treatment of sections 16.518,
e

v v
20.875 (1) (a) and (2) (q), and 25.60 of the statutes takes effect on July 1, 2003.

(END)
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FoR 2001-08 BUDGET — NoT READY FOR INTRODUCTION

., relating to: the budget.

Analysis by the Legislative Reference Bureau
STATE GOVERNMENT

) STATE FINANCE

This bill requires that certain transfers be made between the general fund and
the budget stabilization fund.

Under the bill, beginning in the 2003-05 fiscal biennium, the secretary of
administration must annually calculate the difference between the amount of tax
revenues projected to be deposited in the general fund (projected tax receipts) and
the amount of tax revenues actually deposited in the general fund during the
preceding fiscal year (actual tax receipts). If the projected tax receipts are less than
the actual tax receipts, the secretary must transfer from the general fund to the
budget stabilization fund an amount equal to 50% of the difference between the
projected tax receipts and the actual tax receipts.

This transfer, however, may not take place once the balance of the budget
stabilization fund is at least equal to 5% of the expenditures from the general fund
during the preceding fiscal year. Also, if the transferred amount would cause the
general fund balance to be less than the required general fund statutory balance, the
secretary must reduce the amount of the transfer by an amount that would not cause
the general fund balance to be less than the required general fund balance. (The
required statutory balance refers to a current law requirement that the estimated
general fund balance in any fiscal year may not be an amount less than the following
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percentage of the total general purpose revenue appropriations for that fiscal year
plus any amount from general purpose revenue designated as “Compensation
Reserves”: for fiscal year 2002-03, 1.4%; for fiscal year 2003—04, 1.6%; for fiscal year
2004-05, 1.8%; and, for fiscal year 200506 and each fiscal year thereafter, 2%.)

In addition, under the bill, if the balance of the general fund at the end of the
preceding fiscal year is less than the required statutory balance, the secretary must
transfer from the budget stabilization fund to the general fund an amount necessary
to maintain the required statutory balance.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 16.518 of the statutes is created to read:

( 2 } 16.518 Transfers to and from the budget stabilization fund. (1)
3 [1) Annually, the secretary shall calculate the difference between the amount of moneys
4
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projected to be deposited in the general fund during the preceding fiscal year that are

designated as “Taxes” in the summary W@WW@Wt

tée errfin u S\ 20-0%4 and the amount of such moneys actually
deposited in the general fund during the preceding fiscal year, as reported in the
statemelit prepared under s. 16.40 (8). |
(? (a) Subject to par. (b), if the amount of moneys projécted to be deposited in
the general fund during the preceding fiscal year that are designated as “Taxes” in
the summary . ( a db joi 1 op fi c
AHM())Q% is less than the amount of such moneys actually deposited in the
general fund durinQ the preceding fiscal year, as reported in the statement prepared
under s. 16.40 (3), the secretary shall transfer from the general ‘fjlnd to the budget
stabilization fund 50% of the amount calculated under sub. (&'}f &
(b) 1. If the balance of the budget stabilization fund on June 30 of the preceding

fiscal year is at least equal to 5% of the expenditures from the general fund during
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SECTION 1

the preceding fiscal year, as reported in the statement prepared under s. 16.40 3,
the secretary may not make the transfer under par. (a).

2. If the amount transferred under par. (a) would cause the general fund
balance on June 30 of the preceding fiscal year to be less than the general fund

balance that is required under s. 20.008 (4) for that fiscal year, the seéretary shall

1
2
3
4
5
reduce the amount transferred under paox:é %}) byan a":n-{)’(%ﬁt that would Wgtrcause the
7
8
()

zm
general fund balance to be (Less/thzsn’ithelgeneral fund balance that is required under

M|N\M\/\,“\

s. 20.003 (4) for that fiscal year.

v
(# If the general fund balance on June 30 of the preceding fiscal year is less

10 than the general fund balance that is'required under s. 20.003 (4) for that fiscal year,
11 the secretary shall transfer from the budget stabilization fund to the general fund
12 an amount equal to the difference between the general fund balance on June 30 of
13 the preceding fiscal year and the general fund balance that is required under s.

14 20.003 (4) for that fiscal year.
15 SECTION 2. 20.875 (1) (a) of the statutes is repealed and recreated to read:

16 20.875 (1) (a) General fund transfer. A sum s}uﬂicient equal to the amount that
@ is reqmred to be transferred under s. 16.518 (

f"ﬁ SECTION 3. 20.875 (2) (q) of the statutes is repealed and recreated to read:

19 20.875 (2) (@) Budget stabilization fund transfer. From the budget stabilization
20 fﬁnd, a sum sufficient equal to the amount that is required to be transferred under
((
, @ 5. 16.518 (&

N“*fd',,_,__—a

v 22 SECTION 4. 25.60 of the statutes is repealed and recreated to read:
23 25.60 Budget stabilization fund. There is created a separate nonlapsible
24 trust fund designated as the budget stablhzatlon fund, consllﬁt%ng of moneys

@ transferred to the fund from the general fund under s. 16.518 (# Except for the
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SECTION 4
purpose of reallocation under s. 16.465, moneys in the budget stablhzatlon fund shall
only be used to make the transfers required under s. 16.518 (3{[
SECTION 9401. Effective dates, administration.
(1) BUDGET STABILIZATION FUND TRANSFERS. The treatment of sections 16.518,
20.875 (1) (a) and (2) (q), and 25.60 of the statutes takes effect on July 1, 2003.

(END)
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Insert 2-1:

In this section, “summary” means, in the odd—numbered year, the amount
v
- shown in the summary in s. 20.005 (1), as published in the biennial budget act or acts,
‘/
and in the even—numbered year, the amount shown in the summary in s. 20.005 (1),

as approved by the joint committee on finance under s. 20.004 (2).
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pade—

Because the joint committee on finance only approves the schedule sumfnary in the
even-numbered years, I redrafted the bill to provide that in the odd—numbered years

the summary amount that is used is the summary amount in the biennial budget bill.
I also clarified the language in s. 16.518 (3) (b) 2. to make certain that the general fund
required balance is maintained.

Rick A. Champagne

Senior Legislative Attorney

Phone: (608) 266—-9930

-E-mail: rick.champagne@legis.state.wi.us
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December 12, 2000

Because the joint committee on finance only approves the schedule summary in the
even—numbered years, I redrafted the bill to provide that in the odd—numbered years
the summary amount that is used is the summary amount in the biennial budget bill.
I also clarified the language in s. 16.518 (3) (b) 2. to make certain that the general fund
required balance is maintained.

Rick A. Champagne

Senior Legislative Attorney

Phone: (608) 266—9930

E-mail: rick.champagne@legis.state.wi.us




Chamgagne, Rick

o

From: Koskinen, John

Sent: Friday, January 05, 2001 3:03 PM

To: Champagne, Rick

Cc: Holden, Kerry

Subject: LRB Draft 1256/2--Budget Stabilization Fund Draft

After Governor’s decisions, we need some changes to the draft. In essence, the preference is to (1) use the budget bill to
determine anticipated revenues and (2) use the existing budget reserve and or spending cuts before tapping into the
stabilization fund. So

‘/ﬁéection 1,5.16.518 (1) the schedule should be the schedule adopted in the biennial budget act, not the summary under
$.20.004 (2).

L/I‘(Section 1,8.16.518 (2) the “preceding" should be deleted. The Secretary’s action should be within the same fiscal year.

M 1, 5.16.518 (4) should be deleted. Instead, modify s.16.50 (7) (b) to require the Governor to make an explicit
recommendation to the legislature as to whether to withdraw funds from the budget stabilization fund.

A consequence, Section 3 should be changed from a sum-sufficient to a sum-certain appropriaﬁon. -~ ): C/MW
nally, delete section 9401. This should be effective upon publication.

As a heads-up, Jeff Geisler has sent over drafting instructions that reference this draft. Unanticipated revenues not paid to
the stabilization fund are paid to a tax relief fund for a temporary income tax credit.

Thanks.

John Koskinen
266-2081




STATE OF WISCONSIN
DEPARTMENT OF ADMINISTRATION
101 East Wilson Street, Madison, Wisconsin

TOMMY G. THOMPSON

Division of Executive Budget and Finance
Post Office Box 7864
Madison, WI 53707-7864

GOVERNOR Voice (608) 266-1736

Fax (608) 267-0372
GEORGE LIGHTBOURN TTY (608) 267-9629
SECRETARY

Date: January 5, 2001

To: Steve Miller, LRB

From: Jeffrey A. Geisler, DOA
266-1805

Subject: Funding and distribéting an Economic Performance Dividend Budget Draft

We want to devise a program that provides for the accumulation and distribution of
surplus state revenues as an "Economic Performance Dividend" tax credit. Some of
these revenues would be deposited in the budget stabilization fund (LRB draft 1256/2)
and some would be deposited in a Tax Relief Fund for eventual distribution to state
taxpayers through this tax credit. :

This drafting request primarily concerns the Tax Relief Fund and Economic
Performance Dividend Credit, but may affect LRB 1256/2 as well.

(a) 50% to fund the budget stabilization fund, until the stabilization fund reaches a
level of 5% of GPR spending.

(b) 50% for one-time tax reductions, increasing to 100% for one-time tax reductions
after the stabilization fund reaches a level of 5% of GPR spending.

Unanticipated revenues are effectively defined in the LRB 1256/2 treatment (Section
1) of s. 16.518 (2).

The Department of Administration Secretary will transfer these revenues to the
stabilization fund and a new segregated Tax Relief Fund in chapter 25. This new Tax
Relief Fund will be the source for funding a new "Economic Performance Dividend
Credit" appropriation in chapter 71 Wis. Stats. This new credit is intended to be an
automatic mechanism to return surplus revenues to taxpayers.

Please note that the budget stabilization fund would receive 50% of any unanticipated
revenues only until the stabilization fund reaches its cap of 5% of GPR spending.

- Until this cap is reached, the remaining 50% of the unanticipated revenues would be
deposited in the Tax Relief Fund (to fund the new credit). In certain years the
stabilization fund will not be able to accept the full 50% of any unanticipated revenues
because of the cap. In those years,’any unanticipated revenues that the stabilization
fund cannot receive will go to the Tax Relief Fund.




Steve Miller, LRB
1/05/2001
Page 2

You may wish to add a "(3) ¢" to the LRB 1256/2 treatment of s. 16.518 (3) that
distributes unanticipated revenues to the new fund.

ME S

The balance in the Tax Relief Fund would fund a nonrefundable income tax credit.
Annually, by September 1%, the Department of Administration Secretary would certify
the amount in the Tax Relief Fund to the Department of Revenue.

If the amount of the certification exceeds $25 million, then DOR sets the amount of
the new credit to expend, as fully as possible, the certified amount. If the amount of
the certification does not exceed $25 million, there is no credit for that year.

Chapter 71 should be amended to direct DOR to calculate this nonrefundable credit as
a fixed whole dollar amount for each taxpayer and dependent. Note that because the
credit is a fixed whole dollar amount, some of the certified amount may not be spent.

To effect the transfer to the new Tax Relief Fund and to reimburse the general fund for
the loss of revenue the new credit causes, we should add two appropnatlons that are
similar to s. 20.875 (1) a and (2) q in current law.

In this s. 20.875 like structure, the Secretary of Administration would determine the
sum sufficient amount to transfer to the Tax Relief Fund and DOR would set the credit
to spend the amount. At the conclusion of the tax filing season (by August 15t of the
year following the DOA certification, DOR would certified to DOA the general fund
revenue lost because of the new credit and the DOA Secretary would transfer that

amount from the s. 20.875-like sum sufficient appropriation in the Tax Relief Fund to
the general fund.

Please call mé (6-1805) if you have questions.
Thanks
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Analysis by the Legislative Reference Bureau
STATE GOVERNMENT

STATE FINANCE
This bill requires that certain transfers be made between the general fun

the budget stabilization furﬁcM W taxX Aelif frand, v bih &

Under the bill, beginning in the 2003-05 fiscal biennium, the secretary of
administration must annually calculate the difference between the amount of tax
revenues projected to be deposited in the general fund (projected tax receipts) and
the amount of tax revenues actually deposited in the general fund during the
preceding fiscal year (actual tax receipts). If the projected tax receipts are less than
the actual tax receipts, the secretary must transfer from the general fund to the
budget stabilization fund an amount equal to 50% of the difference between the
projected tax receipts and the actual tax receipts. esthimaik d

_ This transfer, however, may not take pl;lg/once the balance of the budget

stabilization fund is at least equal to 5% of the éxpenditures from the general fund
during the préceding fiscal yead) Also, if the fransferred amount would cause the
general fund balance to be less than the required general fund statutory balance, the

secretary must reduce the amount of the transfer by an amount that would not cause
the general fund balance to be less than the required general fund -balance. (The
required statutory balance refers to a current law requirement that the estimated
general fund balance in any fiscal year may not be an amount less than the following

5

I

il
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percentage of the total general purpose revenue appropriations for that fiscal year
plus any amount from general purpose revenue designated as “Compensation
Reserves”: for fiscal year 2002-03, 1.4%; for fiscal year 2003—04, 1.6%; for fiscal year
00405, 1.8%; and, for fiscal year 2005-—06 and each fiscal year thereafter, 2%.)
n addition, under the bill, if thjoalance of the genera
L] preceding fistal year is le

For turther information see the state fiscal estimate, which will be printed as
an appendix to. this bill.

ECTION 1. 16.518 of the statutes is created to read:

16.518 Transfers td@;l"fy)m the budget stabilization fund. (1) In this

section, “summary” means,in|thé ddd<n the amount shown in the

-summary in s. 20.005 (1), as published in the biennial budget act or acts fid Jpthe

joint dommitfeelon c¢ unders. 20,

(2) Annually, the secretary shall calculate the difference between the amount
of moneys projected to be deposited in the general fund during the Wﬁgg\ﬁscal

year that are designated as “Taxes” in the summary and the amount of such moneys

actually deposited in the general fund during the /&9&@‘?\5 fiscal year/WM

(3) (a) Subject to par. (b), if the amount of moneys projected to be depbsited in
the general fund during the b}’é@ﬂ.@mﬂg fiscal year that are designated as “Taxes” in

the summary is less than the amount of such moneys actually deposited in the

general fund during the pfégyﬂufk fiscal ye ortéd § st p e

anN Mm\ W
M}/@\@% the secretary shall ftransfer from the general fund to the budget

stabilization fund 50% of the amount calculated under sub. (2).
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SECTION 1

—

(b) 1. If the balance of the budget stabilization fund on June 30 of the p{&gé\ixﬁg

estimnkd
fiscal year is at least equal to 5% of the'fexpenditures from the general fund during

S M.MMQ Y-
he W fiscal year, as reported in th%gﬁwywﬁwaﬁ

the secretary may not make the transfer under par. (a).

S\ wl o

5 2. If the amount transferred under par. (a) would cause the general fund

@ balance on June 30 of the (p{éggd'igg fiscal year to be less than the general fund

- balance that is required under s. 20.003 (4) for that fiscal year, the secretary shall

reduce the amount transferred under par. (a) to the amount that would cause the
general fund balance to be equal to the minimum general fund balance that is

required under s. 20.003 (4) for that fiscal year.

If the general fund balance on June 80 of the preceding fiscal year is

12 than the general fun nce that is required under s. 20.00 or that fiscal year,
13 the secretary shall transfer from the ilization fund to the general fund |
14 an amount equal to the diff Ce between the genera ' balance on June 30 of
15 the precedin, cal year and the general fund balancé that is reqiﬁre

16 3 (4) for that fiscal year.

17 SECTION 2. 20.875 (1) (a) of the statutes is repealed and recreated to read:

18 20.875 (1) (a) General fund transfer. A sum sufficient equal to the amount that

19 1s required to be transferred under s. 16.518 (3).

»*NOTE: This SECTION involves a change in an appropnatlon that must be

wd in the revised schedule in s. 20.005, stats.

TION 3. 20.875 (2) (q) of the statutes is repealed and recreated to read: _

om the budget stabilization

equired to be transferred under
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SECTION 3

CTION 4. 25.60 of the statutes is repealed and recreated to read:
25.60 Budget stabilization fund. There is created a separate nonlapsible
trust fund designated as the budget stabilization fund, consisting of moneys
transferred to the fund from the general fund under s. 16.518 (3). WW
prrppseof reallgeatio derg. 16.465, moneysin\the budget gtabilizatio nd shal
oy he used tovmake the toansfers equired upder s\16.518 (4)- |

S

TI0N 9401. Effective dates; administration.

SFERS. The tre

ent of M
25.60 of the statutes takes effect on July 1, 2003./

10 (END)

coooqgmpcow

(TG | D~ o
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Insert RAC Analysis:

¥ In addition, the bill creates a tax relief fund that consists of the difference
between the projected tax receipts and the actual tax receipts in each fiscal year and
the amount transferred from the general fund to the budget stabilization fund in
each fiscal year.

Insert 2-1:

X

SECTION 1. 16.50 (7) (b) of the statutes is amended to read:

16.50 (7) (b) Following such notification, the governor shall submit a bill
containing his or her recommendations for correcting the imbalance between
projected revenues and authorized expenditures, including a recommendation as to
whether moneys should be transferred from the budget stabilization fund to the
general furfd If the legislature is not in a floorperiod at the time of the secretary’s
notification, the governor shall call a special session of the legislature to take up the

matter of the projected revenue shortfall and the governor shall submit his or her bill

for consideration at that sess1on (

OnAd m{‘\/E;’)\D,A' 2 —

History: 1971 c. 270; 1973 c. 333; 1975 c. 39; 1977 c. 29, 196, 418; 1979 %32, 34 1981 c. 20, 27, 30, 314; 1983 a. 27 ss. 70, T1a, 2202 (42); 1985 a. 332 5. 251 (6); 1987
a. 4,27; 1989 a. 31, 336; 1991 a. 316; 1993 a. 16; 1995 a. 27; 1997 a. 27; 1999 a. 9.,

Insert 3-10:

(4) Annually, the secretary shall transfer from the general fund to the tax relief

v
fund the difference between the amount calculated under sub. (2) and the amount

transferred to the budget stab111zat10n fund under sub (3)

Insert 4-1:
SECTION 2. 25.17 (1) (te) of the statutes is created to read:

25.17 (1) (te) Tax relief fund (s. 25. 63)

SECTION 3. 25.63 of the statutes is created to read:
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25.63 Tax relief fund. There is created a separate nonlapsible trust fund
designated as thJe tax relief fund, consisting of moneys transferred to the fund from

the general fund under s. 16.5-18‘“(4).
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Ins. MES ANL

{ This bill also creates an individual income tax relief fund tax credit, which may
be claimed by an individual taxpayer or by a taxpayer and his or her spouse. A
claimant may also claim a credit for each of his or her dependents. The credit is
nonrefundable, meaning that if the amount of the credit exceeds the taxpayer’s tax
liability, no check is issued in the amount of the difference.

The credit is only available in taxable years in which the amount in the tax
relief fund exceeds $25,000,000. If the secretary of DOA certifies that the amount
in the fund exceeds that amount, DOR determines the amount of the credit that may
be claimed in that taxable year. The credit amount is determined by dividing the
amount certified by the sum of all claimants, all spouses of claimants, and all
dependents, and then modified so that the amount in the fund is expended as fully
as possible and by ensurmg that the credit amount i isa Whole number

ST 8= e

o
SECTION 1. 20.876 of the statutes is created to read:

20.876 Tax relief fund. (1) TRANSFERS TO FUND. There is appropriated to the -
tax relief fund:
(a_)_, General fund transfer. A sum sufficient equal to the amount that is required

e
to be transferred under s. 16.518 (4).

(2) TRANSFERS FROM THE FUND. There is appropriated from the tax relief fund

to the general-furd: @
= Tay veli et L und transtesr

(q)/ An amount equal to the amount certified to the secretary of the department
..... /
of administration under s. 71.07 (7m) (d)

Ins. 4-10
SECTION 2. 71.07 (7m) of the statutes is created to read:
71.07 (7m) TAX RELIEF FUND TAX CREDIT. (a) Definitions. In this subsection:

1. “Claimant” means an individual taxpayer.
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2. “Credit unit” means an amount calculated by the department by dividing the
amount certified under par. (c){by the sum of all claimants, all spouses of claimants,
and all dependents.

3. “Department” means the department of revenue.

4. “Dependent” means an individual Whg is claimed by the claimant as a
dependent under section 151 (c) of the Internal Revenue Code.

(b) Filing claims. Subject to the limitations and conditions provided in this
subsection,)\a claimant, or a claimant ind his or her spouse, may claim as a credit
against the tax imposed under s. 71.02, up to the amount of those taxes, an amount
determined by the department under par. (<\:)/. One credit amount may be claimed by
each claimant, by the claimant’s spouse, ahd for each dependent of a claimant.

(¢) Determination of credit amount. 1. Not latgr than September 1 each year,
the secretary of the department of administration shall certify to the secretary of the
department the amount that is in the tax relief fund under s. 25.6\/3 .

2. If the amount of the certification is $25,000,000 or less, the amount that may
be claimed in that taxable year is zero.

3. If the amount of the certification exceeds $25,000,000, the department shall
determine the credit amount for that taxable year. The credit amount shall be based
on the credit unit, but shall be modified such that the certified amount in the tax
relief fund ié'expended as fully as possible and that the credit amount for each
claimant, spouse of a claimant, and dependent of a claimant is a whole dollar
amount.

(d) Certification of amounts claimed. Not later than August 15 of the year
following the year in which the department determines a credit amount under par.

/ .
(c) 3., the department shall determine the amount of revenue lost because of credits
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claimed in the taxable year to which that credit amount relates. The amount of -
revenue lost shall be certified to the secretary of the department 6f administration.
(e) Limitations and conditions. 1. No credit may be ailowed under this
subsection unless it is claimed within the time period under s. 71.75 ‘(-2). |
2. Part—year residerﬁs and nonresidents of this state are not eligible for the

credit under this subsectidn. L

(f) Administration. Subsection (9e) (d), to the extent that it applies to the credit
under that subseition, applies to the credit under this subseécion.
SECTION 3. 71.10 (4) (cfgof the statutes is created to read:
71.10 (4) (dt) Tax relief fund credit under s. 71.07 l(?m).
SE‘CTION 9344. Initial applicability; revenue. _ .
(1) TAX RELIEF FUND TAX CREDIT. The treatment of sections 71.07 (7Tm) and 71.10
© (4) (dt) of the statutes first applies to taxable years beginning on January 1 of the
year in which this subsec\tgon takes effect, except that if this subsection takes effect
after July 31 the treatment of sections 71.07 (711‘5 and 71.10 (4) (E) of the stétutes
first applies to taxable years beg’ihm'ng on January 1 of the year following the year

in which this subsection takes effect.

end % 510
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Jeff Geisler:
e

I believe that the tax relief fund tax credit that is created in s. 71.07 (7m) is drafted
according to your instructions, but I think there may be a problem with it. Because
DOR will have to guess in its calculation of a “credit unit” since it will have no way of
knowing how many claims will actually be filed and, to a lesser extent, because of
amended returns that are filed well aftey the August 15 deadline for DOR certification
of the lost revenue amount in s. 71.07 (7m) (d), there is no way to ensure that the fund
transfers in created s. 20.876 will be the same. What do you foresee happening if the
amount to be transferred to the general fund under s. 20.876 (2) (q), based on the
certification in s. 71.07 (7m) (d), exceeds the amount that actually is in the fund?

One way to avoid this potential problem is to not even create the tax relief fund at all.
Simply have the DOA secretary certify to DOR the amount described in s. 16.518 (4)
and if it is greater than $25 million, DOR calculates the amount of the credit that may
be claimed in that taxable year. This method has the same fiscal effect without the
complication of creating the tax relief fund and the appropriation in s. 20.876.”

Marc E. Shovers

Senior Legislative Attorney

Phone: (608) 266-0129

E-mail: marc.shovers@legis.state.wi.us
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may not be an amount less than the following percentage of the total general purpose
revenue appropriations for that fiscal year plus any amount from general purpose
revenue designated as “Compensation Reserves”: for fiscal year 2002-03, 1.4%; for
fiscal year 2003-04, 1.6%; for fiscal year 200405, 1.8%; and, for fiscal year 2005-06
and each fiscal year thereafter, 2%.)

In addition, the bill creates a tax relief fund that consists of the difference
between the projected tax receipts and the actual tax receipts in each fiscal year and
the amount transferred from the general fund to the budget stabilization fund in
each fiscal year. )

This bill also creates an individual income tax relief fund tax credit, which may
be claimed by an individual taxpayer or by a taxpayer and his or her spouse. A
claimant may also claim a credit for each of his or her dependents. The credit is
nonrefundable, meaning that if the amount of the credit exceeds the taxpayer’s tax

liability, no check is igsued i amount of the difference.

The credit is( only availablg in taxable years in which the amount in the tax
relief fund exceeds $25,000,000. If the secretary of DOA certifies that the amount
in the fund exceeds that amount, DOR determines the amount of the credit that may
be claimed in that taxable year. The credit amount is determined by dividing the
amount certified by the sum of all claimants, all spouses of claimants, and all
dependents, and then modified so that the amount in the fund is expended as fully
as possible and by ensuring that the credit amount is a whole number:

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 16.50 (7) (b) of the statutes is amended to read:

16.50 (7) (b) Following éuch notification, the governor shall submit a bill
containing his or her recommendations for correcting the imbalance between
projécted revenues and authorized expenditures, including a recommendation as to
whether moneys should be transferred from the budget stabilization fund to the
general fund. If the legislature is not in a floorperiod at the time bf the secretary’s
notification, the governor shall call a special session of the legislature to take up the
matter of the projected revenue shortfall and the governor shall submit his or her bill
for considération at that session.

SECTION 2. 16.518 of the statutes is created to read:
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SECTION 3. 20.875 (1) (a) of the statutes is repealed and recreated to read:
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SECTION 3

20.875 (1) (a) General fund transfer. A sum sufficient equal to the amount that

‘is required to be transferred under s. 16.518 (3).

++NOTE: This SECTION involves a change in an appropriation that must be
“reflected in the revised schedule in s. 20.005, stats.

SECTION 4. 20.876 of the statutes is created to read:

20.876 Tax relief fund. (1) TRANSFERS TO FUND. There is appropriated to the

| tax relief fund:

(a) General fund transfer. A sum sufficient equal to the amount that is required

to be transferred under s. 16.518 (4).

(2) TRANSFERS FROM THE FUND. There is appropriated from the tax relief fund

to the Ué_e?f;ral fund:

(q) Tax rélief fund transfer. An amount equal to the amount certified to the

secretary(of the departmeh'g’ of administration under s. 71.07 (7m) (d).

#+NOTE: This SECTION involves a change in an appropriation that must be
reflected in the revised schedule in s. 20.005, stats.

SEC'i‘ION 5. 25.17 (1) (te) of the statutes is created to read:

25.17 (1) (te) Tax relief fund (s. 25.63);

SEcTION 6. 25.60 of the statutes is repealed and recreated to read:

25.60 Budget stabilization fund. There is created a separate nonlapsible
trust fund designated as ‘the budget stabilization fund, consisting of moneys
transferred to the fund from the general fund under s. 16.518 (3).

SECTION 7. 25.63 of the statutes is created to read:

- 25.63 Tax relief fund. There is created a separate nonlapsible trust fund
designated as the tax relief fund, 'cdnsisting of moneys transferred to the fund from

the general fund under s. 16.518 (4).
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SECTION 8

SEcCTION 8. 71.07 (7m) of the stafutes is created to read:

71.07 (7m) TAX RELIEF FUND TAX CREDIT. (a) Definitions. In this -subsection:

1. “Claimant” means an individual taxpayer.

2. “Credit unit” means an amount calculéted by the department by dividing the
amount certified under par. (¢) 3. by the sum of all claimants, all spouses of claimants,
and all dependents.

3. “Department” means the department of revenue.

4. “Dependent” means an individual who is claimed by the claimant as a
dependent under section 151 (c) of fhe Internal Revenue Code.

(b) Filing claims. Subject to the limitations and conditions provided in this
subsection, a claimant, or a claimant and his or her spouse, may claim as a credit
against the tax imposed under s. 71.02, up to the amount of those taxes, an amount
determined by the department under par. (¢). One credit a_mounf may be claimed by
each claimant, by the claimant’s spouse, and for each dependent of a claimant.

(¢c) Determination of credit amount. 1. Not later than September 1 each year,
the secretary @f administration shall certify to the secretary of the
department the amount that is in the tax relief fund under s. 25.63.

2. If the amount of the certification is $25,000,000 or less, the aniount that may
be claimed in that taxable year is zero.

3. If the amount of the certification exceeds $25,000,000, the department shall
determine the credit amount for that taxable year. The credit amount shall be based
on the credit unit, but shall be modified such that the certified amount in the tax
relief fund is expended as fully as possible and that the credit amount for each
claimaht, spouse of a claimant, and dependent of a claimant is a whole dollar

amount.
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(d) Certification of amounts claimed. Not later than August 15 of the year
following the year in which the department determines a credit amount under par.
(c) 8., the department shall determine the amount of revenue lost because of credits
claimed in the taxable year to which that credit amount relates. The amount of
revenue lost shall be certified to the secretary @@ﬁdministration.

(e) .Limitations and conditions. 1. No credit. may be allowed under this
subsection unless it is claimed within the time period under s. 71.75 (2).

2. Part——year residents and nonresidents of this state are not eligible for the
credit under this subsection.

(f) Administration. Subsection (9e) (d), to the extent that it applies to the credit
under that subsection, applies to the credit under this subsection.

SECTION 9. 71.10 (4) (dt) of the statutes is created to read:

71.10 (4) (dt) Tax relief fund credit under s. 71.07 (7m).

SEcCTION 9344. Initial applicability; revenue.

(1), TAX RELIEF FUND TAX CREDIT. The treatment of sections 71.07 (7m) and 71.10
(4) (dt) of the statutes first applies to taxable years beginning on January 1 of the year
in which this subsection takes effect, except that if this subsection takes effect after
July 31 the treatment of sections 71.07 (7m) and 71.10 (4) (dt) of the statutes first
applies to taxable yeafs beginning on January 1 of the year following the year in
which this subsection takes effect.

(END)



DRAFTER’S NOTE LRB-1256/3dn
. FROM THE MES:hmh:pg
LEGISLATIVE REFERENCE BUREAU

 January 9, 2001 |

Jeff Geisler:

I believe that the tax relief fund tax credit that is created in s. 71.07 (7m) is drafted
according to your instructions, but I think there may be a problem with it. - Because
DOR will have to guess in its calculation of a “credit unit” since it will have no way of
knowing how many claims will actually be filed and, to a lesser extent, because of
amended returns that are filed well after the August 15 deadline for DOR certification
of the lost revenue amount in s. 71.07 (7m) (d), there is no way to ensure that the fund
transfers in created s. 20.876 will be the same. What do you foresee happening if the
amount to be transferred to the general fund under s. 20.876 (2) (q), based on the
certification in s. 71.07 (7Tm) (d), exceeds the amount that actually is in the fund?

One way to avoid this potential problem is to not even create the tax relief fund at all.
Simply have the DOA secretary certify to DOR the amount described in s. 16.518 (4)
and if it is greater than $25 million, DOR calculates the amount of the credit that may
be claimed in that taxable year. This method has the same fiscal effect without the
complication of creating the tax relief fund and the appropriation in s. 20.876.

Marc E. Shovers

Senior Legislative Attorney

Phone: (608) 266—0129 v
E—mail: marc.shovers@legis.state.wi.us
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DOA.......Holden — Transfers to budget stabilization fund
FOR 2001-03 BUDGET — NOT READY FOR INTRODUCTION

1 AN Act ...; relating to: the budget.

Analysis by the Legislative Reference Bureau
?TATE GOVERNMENT
( ggc/dﬁfj STATE FINANCE

This bill regqliires that certain transfers be made between the general fund, the

budget stabilizgtion fund, and the tax rehef fund Whlch is created in this bill. ‘

®\> Under thé bill, HegiRpiastiathes § witwey, the secretary of
administration|must annually calculate the dlfference between the amount of tax
revenues projected to be deposited in the general fund (projected tax receipts) and
the amount of tax revenues actually deposited in the general fund during the
preceding fiscal year (actual tax receipts). If the projected tax receipts are less than
the actual tax receipts, the secretary must transfer from the general fund to the
budget stabilization fund an amount equal to 50% of the difference between the
projected tax receipts and the actual tax receipts.

This transfer, however, may not take place once the balance of the budget
stabilization fund is at least equal to 5% of the estimated expenditures from the
general fund during the fiscal year, as projected in the biennial budget act or acts.
Also, if the transferred amount would cause the general fund balance to be less than
the required general fund statutory balance, the secretary must reduce the amount
of the transfer by an amount that would not cause the general fund balance to be less
than the required general fund balance. (The required statutory balance refers to
a current law requirement that the estimated general fund balance in any fiscal year
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may not be an amount less than the following percentage of the total general purpose
revenue appropriations for that fiscal year plus any amount from general purpose
revenue designated as “Compensation Reserves”: for fiscal year 2002-03, 1.4%; for
fiscal year 2003-04, 1.6%; for fiscal year 2004—-05, 1.8%; and, for fiscal year 2005-06
and each fiscal year thereafter, 2%.)

In addition, the bill creates a tax relief fund that consists of the difference
between the projected tax receipts and the actual tax receipts in each fiscal year and
the amount transferred from the general fund to the budget stabilization fund in
each fiscal year.

This bill also creates an individual income tax relief fund tax credit, which may
be claimed by an individual taxpayer or by a taxpayer and his or her spouse. A
claimant may also claim a credit for each of his or her dependents. The credit is
nonrefundable, meaning that if the amount of the credit exceeds the taxpayer’s tax
liability, no check is issued in the amount of the difference.

The credit is available only in taxable years in which the amount in the tax
relief fund exceeds $25,000,000. If the secretary pfAXAM certifies that the amount
in the fund exceeds that amount, DOR determines the amount of the credit that may
be claimed in that taxable year. The credit amount is determined by dividing the
amount certified by the sum of all claimants, all spouses of claimants, and all -
dependents, and then modified so that the amount in the fund is expended as fully
as possible and by ensuring that the credit amount is/@ whole numbsr.~ /e d

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 16.50 (7) (b) of the statutes is amended to read:

16.50 (7) (b) Following such notification, the governor shall submit a bill
containing his or her recommendations for correcting the imbalance between
projected revenues and authorized expenditures, including a recommendation as to
whether moneys should be transferred from the budget stabilization fund to the
general fund. If the legislature is not in a floorperiod at the time of the secretary’s
notification, the governor shall call a special session of the legislature to take up the

matter of the projected revenue shortfall and the governor shall submit his or her bill
for consideration at that session.

SEcTION 2. 16.518 of the statutes is created to read:

own Ep the
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SECTION 2

| 16.518 Transfers to the budget stabilization fund and the tax relief
fund. (1) In this section, “summary” means the amount shown in the summary in
s. 20.005 (1), as published in the biennial budget act or acts.

(2) Annually, the secretary shall calculate the difference between the amount
of moneys projected to be deposited in the general fund during the fiscal year that
are designated as “Taxes” in the summary and the amount of such moneys actually
deposited in the general fund during the fiscal year.

(8) (a) Subject to par. (b), if the amount of moneys projected to be deposited in
the general fund during the fiscal year that are designated as “Taxes” in the
summary is less than the amount of such moneys actually deposited in the general
fund during the fiscal year, the secretary shall annually transfer from the general
fund to the budget stabilization fund 50% of the amount calculated under sub. (2). |

(b) 1. If the balance of the budget stabilization fund on June 30 of the fiscal year
is at least equal to 5% of the estimated expenditures from the general fund during
the fiscal year, as reported in the summary, the secretary may not make the transfer
under par. (a).

2. If the amount transferred under par. (a) would cause the general fund
balance on June 30 of the fiscal year to be less than the general fund balance that is
required under s. 20.003 (4) for that fiscal year, the secretary shall reduce the amount
transferred under par. (a) to the amount that vs}ould cause the general fund balance
to be equal to the minimum general fund balance that is required under s. 20.003 (4)
for that fiscal year.

(4) Annually, the secretary shall transfer from the general fund to the tax relief
fund the difference between the amount calculated under sub. (2) and the amount

transferred to the budget stabilization fund under sub. (3).
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SECTION 3
SECTION 3. 20.875 (1) (a) of the statutes is repealed and recreated to read:
20.875 (1) (a) General fund transfer. A sum sufficient equal to the amount that
is required to be transferred under s. 16.518 3).

++NOTE: This SECTION involves a change in an appropriation that must be
reflected in the revised schedule in s. 20.005, stats.

SECTION 4. 20.876 of the statutes is created to read:

20.876 Tax relief fund. (1) TRANSFERS TO FUND. There is appropriated to the
tax relief fund:

(a) General fund transfer. A sum sufficient equal to the amount that is required
to be transferred under s. 16.518 (4).

2) TRANSFERS FROM THE FUND. There is appropriated from the tax relief fund
to the general fund:

(@) Tax relief fund transfer. An amount equal to the amount certified to the
secretary of administration under s. 71.07 (7m) (d).

++NOTE: This SECTION involves a change in an appropriation that must be
reflected in the revised schedule in s. 20.005, stats.

SECTION 5. 25.17 (1) (te) of the statutes is created to read:

25.17 (1) (te) Tax relief fund (s. 25.63);

SECTION 6. 25.60 of the statutes is repealed and recreated to readl:

25.60 Budget stabilization fund. There is created a separate nonlapsible
trust fund designated as the budget stabilization fund, consisting of moneys
transferred to the fund from the general fund under s. 16.518 (3).

SECTION 7. 25.63 of the statutes is created to read:

25.63 Tax relief fund. There is created a separate nonlapsible trust fund

- designated as the tax relief fund, consisting of moneys transferred to the fund from

the general fund under s. 16.518 (4).
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SECTION 8

SECTION 8. 71.07 (7m) of the statutes is created to read:

71.07 (7Tm) TAX RELIEF FUND TAX CREDIT. (a) Definitions. In this subsection:

1. “Claimant” means an individual taxpayer. |

2. “Credit unit” means an amount calculated by the department by dividing the
amount certified under par. (¢) 3. by the sum of all claimants, all spouses of claimants,
and all dependents.

3. “Department” means the department of revenue.

4. “Dependent” means an individual who is claimed by the claimant as a
dependent under section 151 (c) of the Internal Révenue Code.

| (b) Filing claims. Subject to the limitations and conditions provided in this
subsection, a claimant, or a claimant andkhis or her spouse, may claim as a credit
against the tax imposed under s. 71.02, up to the amount of those taxes, an amount
determined by the department under par. (¢). One credit amount may be claimed by
each claimant, by the claimant’s spouse, and for each dependent of a claimant.

(¢) Determination of credit amount. 1. Not later than September 1 each year,
the secretary of administration shall certify to the secretary of the department the
amount that is in the tax relief fund under s. 25.63.

2. If the amount of the certification is $25,000,000 or less, the amount that may
be claimed in that taxable year is zero.

3. If the amount of the certification exceeds $25,000,000, the department shall
determine the credit amount for that taxable year. The credit amount shall be based
on the credit unit, but shall be modified such that the certified amount in the tax
relief fund is expended as fully as possible and that the credit amount for each

romd e g own to the peavest
claimant, spouse of a claimant, and dependent of a claimant 1s>q whole dollar

amount.
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SECTION 8

(d) Certification of amounts claimed. Not later than August 15 of the year
following the year in which the department determines a credit amount under par.
(c) 3., the department shall determine the amount of fevenue Iosf because of credits
claimed in the taxable year to which that credit amount relates. The amount of
revenue lost shall be certiﬁ‘éd to the secretary of administration.

(e) Limitations and conditions. 1. No credit may be allowed under this
subsection unless it is claimed within the tiine period under s. 71.75 (2).

2. Part—year residents and nonresidents of this state are not eligible for the
credit under this subsection. .

(f) Administration. Subsection (9e) (d), to the extent that it applies to the credit
under that subsection, applies to the credit under this subsection.

SECTION 9. 71.10 (4) (dt) of the statutes is created to read:

71.10 (4) (dt) Tax relief fund credit under s. 71.07 (7m).

SECTION 9344. Initial applicability; revenue.

(1) TAX RELIEF FUND TAX CREDIT. The treatment of sections 71.07 (7m) and 71.10
(4) (dt) of the statutes first applies to taxable years beginning on January 1 of the year
in which this subsection takes effect, except that if this subsection takes effect after
July 31 the treatment .ofr sections 71.07 (7m) and 71.10 (4) (dt) of the statutes first
applies to taxable years beginning on January 1 of the yeaf following the year in
Which‘ this subsection takes ‘effecbt.

(END)




Miller, Steve

From: Geisler, Jeffrey

Sent: Friday, January 12, 2001 2:05 PM
To: Miller, Steve

Cc: Currier, Dawn

Subject: Change to a Budget Draft

Steve,

Attached is a paper with DOR’s comment on a budget drafts.
This is provided as background to the following requested change.

LRB 1256/4 - Transfers to budget stabilization fund, tax relief fund; creation of tax relief fund tax

credit.

Please change this draft to prevent a dependent being able to claim the credit. The credit that any dependent generates
should only be available to the parents (or similar type relationship) of that dependent.

This issue is disussed in the following DOR analysis in the first substantive paragraph of point #4.

analysis of tax relief
fund 12...

Please note that | am NOT requesting a change to implement the DOR discussion of making the credit available to part-
year residents and nonresidents.

Jeffrey A. Geisler
266-1805
DOA State Budget Office




ANALYSIS OF LEGISLATION

1.

Bill and/or LRB Number: L RB-1256/3 - Creates tax relief fund tax credit

Type of Taxes Affected: (please list all that apply)

Individual Income

Description of the Bill: (briefly describe the subject matter of the bill and the change/s)

Creates a nonrefundable tax relief fund tax credit. The amount of the credit is determined by dividing the amount
certified by DOA by the sum of all claimants, spouses, and dependents.

Statutory language problems, if any: _x _Yes No
(If yes, describe problems and indicate suggested corrective language. Example of problem: The bill language is
unclear, does not fully accomplish the desired result, or has undesirable side effects.)

As claimant is defined, an individual claimed as a dependent would be able to claim the credit and the dependent’s
parents would also claim the credit. Thus 2 credits would be allowed for the same person. The credit should
probably not be allowed to a person who is claimed as a dependent.

The credit is not available to part-year residents and nonresidents. What is the intent in the case of a full-year
resident married to a part-year resident or nonresident who file a joint return? If the credit is allowed in this
situation, is a proration wanted? See 71.07(9)(c) or (5)(d) for language for a proration if one spouse is not domiciled
in Wisconsin for the entire year.

Another issue to consider: a $25 million threshold for providing a credit could be considered low since it would
result in a credit of only $6 for each tax filer, spouse and dependent.

Effective date problems, if any, including transitional problems: Yes _ _x No
(If yes, describe problem and suggested effective date or transitional language needed.)
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DOA.......Holden — Transfers to budget stabilization fund, tax relief fund;

creation of tax relief fund tax credit.

FoRr 2001-03 BUDGET — NOT READY FOR INTRODUCTION

Analysis by the Legislative Reference Bureau
STATE GOVERNMENT

STATE FINANCE

This bill requires that certain transfers be made between the general fund, the
budget stabilization fund, and the tax relief fund, which is created in this bill.

Under the bill, the secretary of administration (secretary) must annually
calculate the difference between the amount of tax revenues projected to be deposited
in the general fund (projected tax receipts) and the amount of tax revenues actually
deposited in the general fund during the preceding fiscal year (actual tax receipts).
If the projected tax receipts are less than the actual tax receipts, the secretary must
transfer from the general fund to the budget stabilization fund an amount equal to
50% of the difference between the projected tax receipts and the actual tax receipts.

This transfer, however, may not take place once the balance of the budget
stabilization fund is at least equal to 5% of the estimated expenditures from the
general fund during the fiscal year, as projected in the biennial budget act or acts.
Also, if the transferred amount would cause the general fund balance to be less than

‘the required general fund statutory balance, the secretary must reduce the amount

of the transfer by an amount that would not cause the general fund balance to be less
than the required general fund balance. (The required statutory balance refers to
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a current law requirement that the estimated general fund balance in any fiscal year
may not be an amount less than the following percentage of the total general purpose
revenue appropriations for that fiscal year plus any amount from general purpose
revenue designated as “Compensation Reserves”™: for fiscal year 2002-03, 1.4%; for
fiscal year 2003—04, 1.6%; for fiscal year 2004-05, 1.8%; and, for fiscal year 2005-06
and each fiscal year thereafter, 2%.)

In addition, the bill creates a tax relief fund that con51sts of the difference
between the projected tax receipts and the actual tax receipts in each fiscal year and
the amount transferred from the general fund to the budget stabilization fund 1n
each fiscal year. ‘ sl o

This bill also creates an individual income tax relief fund tax credit, Wﬁdch may
be claimed by an individual taxpayer or by a taxpayer and his or fher spouse. A
claimant may also claim a credit for each of his or her dependents] The credit is
nonrefundable, meaning that if the amount of the credit exceeds the taxpayer’s tax
liability, no check is issued in the amount of the difference.

The credit is available only in taxable years in which the amount in the tax
relief fund exceeds $25,000,000. If the secretary certifies that the amount in the fund
exceeds that amount, DOR determines the amount of the credit that may be claimed
in that taxable year. The credit amount is determined by dividing the amount
certified by the sum of all claimants, all spouses of claimants, and all dependents,
and then modified so that the amount in the fund is expended as fully as possible and
by ensuring that the credit amount is rounded down to the nearest whole number.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill. '

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SEcTION 1. 16.50 (7) (b) of the statutes is amended to read:

16.50 (7) (b) Following such notification, the governor shall submit a bill
containing his or her recommendations for correcting the imbalance between
projected revenues and authorized expenditures, including a recommendation as to
Whether inoneys should be transferred from the budget stabilization fund to the
general fund. If the legislature is not in a floorperiod at the time of the secretary’s
notification, the governor shall call a special session of the legislature to take up the
matter of the projected revenue shortfall and the governor shall submit his or her bill

for consideration at that session.

a dep%t

Clay m e
CPey/t
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SECTION 2

SECTION 2. 16.518 of the statutes is created to read:

16.518 Transfers to the budget stabilization fund and the tax relief
fund. (1) In this section, “summary” méans the amouﬂt shown in the summary in
s. 20.005 (1), as published in the biennial budget act or acts.

(2) Annually, the secretary shall calculate the difference between the amount
of moneys projected to be deposited in the general fund during the fiscal year thét
are désignated as “Taxes” in the summary and the amount of such moneys actually |
deposited in the general fund during the fiscal year.

3 (a) Subject to par. (b), if the amount of moneys projected to be deposited in
the general fund during the fiscal year that are designated as “Takes” in the
summary is less than the amount of such moneys actually deposited in the general
fund during the fiscal year, the secretary shall annually transfer from the general
fund to the budget stabilization fund 50% of the amount calculated under sub. (2).

~(b) 1. If the balance of the budget stabilization fund on June 30 of the fiscal year
is at least equal to 5% of the estimated expenditures from the general fund during
the fiscal year, as reported in the summary, the secretary may not mé.ke the transfer
under par. (a). |

2. If the amount transferred under par. (a) would cause the general fund
balance on June 30 of the fiscal yeér to be less than the genei‘al fund balance that is
required under s. 20.003 (4) for that fiscal year, the secretary shall reduce the amount
transferred under par. (a) to the amount that would cause the general fund balance
f,o be equai to the mi_nimum general fund balance that is required under s. 20.003 (4)

for that fiscal year.
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SECTION 2
(4) Annually, the secretary shall transfer from the general fund to the tax relief
fund the difference between the ambunt calculated under sub. (2) and the amount
transferred to the budget stabilization fund under sub. (3).
SECTION 3. 20.875 (1) (a) of the statutes is repealed and recreated to read:
20.875 (1) (a) General fund transfer. A sum sufficient equal to the amount that
is required to be transferred under s. 16.518 (3).

#NOTE: This SECTION involves a change in an appropriation that must be
reflected in the revised schedule in s. 20.005, stats.

SECTION 4. 20.876 of the statutes is created to read:

20.876 Tax relief fund. (1) TR.ANSFERS 0 FUND. There is appropriated to the
tax relief fund:

(a) General fund transfer. A sum sufficient equal to the amount that is required
to be transferred under s. 16.518 (4).

(2) TRANSFERS FROM THE FUND. There is appropriated from the tax relief fund

- to the general fund:

(@) Tax relief fund transfer. An amount equal to the amount certified to the
secretary of administration under s. 71.07 (7Tm) (d).

+»+NOTE: This SECTION involves a change in an appropriation that must be
reflected in the revised schedule in s. 20.005, stats.

SECTION 5. 25.17 (1) (te) of the statutes is created to read:

25.17 (1) (te) Tax rehef fund (s. 25.63);

SECTION 6. 25 60 of the statutes is repealed and recreated to read:

25.60 Budget stabilization fund. There is created a separate nonlapsible
trust fund designated as the budget stabilization fund, consisting of moneys
transferred to the fund from the general fund under s. 16.518 (3). |

SECTION 7. 25.63 of the statutes is created to read:
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SECTION 7

- 25.63 Tax relief fund. There is created a separate nonlapsible trust fund
designated as the tax relief fund, consisting of moneys transferred to the fund from
the general fund under s. 16.518 (4).

SECTION 8. 71.07 (7m) of the statutes is created to read:
71.07 (7m) TAX RELIEF FUND TAX CREDIT. (a) Definitions. In this subsection:

Wh + Qa &[ endlent
1. “Claimant” means an individual taxpayex./ °ls no 4

2. “Credit unit” means an amount calculated by the departfnent by dividing the
amount certified under par. (c) 3. by the sum of all claimants, all spouses of claimants,
and all dependents. |

3. “Department” means the department of revenue.

4. “Dependent” means an individual who is claimed by the claimant as a
dependent under section 151 (c¢) of the Internal Revenue Code.

(b) Filing claims. Subject to the limitationé and conditions provided in this
subsection, a claimant, or a claimant and his or her spouse, may claim as a credit
against the tax imposed under s. 71.02, up to the amount of those taxes, an amount
determined by the department under par. (¢). One credit amount may be claimed by
each claiman't, by the claimant’s spouse, and for each dependent of a claimantx{__u 0 chedie
mey ba claimed by a depondent, ‘

(c) Determination of credit amount. 1. Not later than September 1 each year,
the secretary of administration shall cerﬁfy to the secretary of the department the
amount that is in the tax relief fund under s. 25.63.

2. If fhe amount of the certification is $25,000,000 or less, the amount that may
be ciaimed in that tafzable yéar is zero.

3. If the amount of thé certification exceeds $25,000,000, the department shall .

determine the credit amount for that taxable year. The credit amount shall be based

on the credit unit, but shall be modified such that the certified amount in the tax
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SECTION 8

relief fund is expended as fully as possible and that the credit amount for each

‘claimant, spouse of a claimant, and dependent of a claimant is rounded down to the

nearest whole dollar amount.
| (d) Certification of amounts claimed. Not later than August 15 of the year

following the year in which the department determines a credit amount under par.
(c) 8., the department shall determine the amount of revenue lost because of credits
claimed in the taxable year to which that credit amount relates. The amount of
revenue lost shall be certified to the secretary of administration.

(e) Limitations and conditions. 1. No credit may be allowed under this\
subsection unless ft is claimed within the time period under s. 71.75 (2).

2. Part—year residents and nonresidents of this state are not eligible for the
credit under this subsection.

(f) Administration. Subsection (9e) (d), to the extent that it applies to the credit
under that subsection, applies to the credit under this subsection.

SECTION 9. 71.10 (4) (dt) of the statutes is created to read: :

71.10 (4) (dt) Tax relief fund credit under s‘. 71.07 (Tm).

SECTION 9344._ Initial aﬁplicability; revenue;

(1) TAX RELIEF fUND TAX CREDIT. The treatment of sections 71.07 (7m) and 71.10
(4) (dt) of the statutes first applies to taxable years beginning on January 1 of the year .
in which this subsection takes effect, except that if this subsection takes effect after

July 81 the treatment of sections 71.07 (7m) and 71.10 (4) (dt) of the statutes first

applies to taxable years beginning on January 1 of the year following the year in

which this subsection takes effect.

(END)
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AN Acrt ... relating to: the budget.

Analysis by the Legislative Reference Bureau
STATE GOVERNMENT

STATE FINANCE

This bill requires that certain transfers be made between the general fund, the
budget stabilization fund, and the tax relief fund, which is created in this bill.

Under the bill, the secretary of administration (secretary) must annually
calculate the dlﬂ"erence between the amount of tax revenues projected to be deposited
in the general fund (projected tax receipts) and the amount of tax revenues actually
deposited in the general fund during the preceding fiscal year (actual tax receipts).
If the projected tax receipts are less than the actual tax receipts, the secretary must
transfer from the general fund to the budget stabilization fund an amount equal to
50% of the difference between the projected tax receipts and the actual tax receipts.

This transfer, however, may not take place once the balance of the budget
stabilization fund is at least equal to 5% of the estimated expenditures from the
general fund during the fiscal year, as projected in the biennial budget act or acts.
Also, if the transferred amount would cause the general fund balance to be less than
the required general fund statutory balance, the secretary must reduce the amount
of the transfer by an amount that would not cause the general fund balance to be less
than the required general fund balance. (The required statutory balance refers to

R e P
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a current law requirement that the estimated general fund balance in any fiscal year
may not be an amount less than the following percentage of the total general purpose
revenue appropnatlons for that fiscal year plus any amount from general purpose
revenue designated as “Compensation Reserves”: for fiscal year 2002-03, 1.4%; for
fiscal year 2003—04, 1.6%; for fiscal year 200405, 1. 8%, and, for fiscal year 2005—06
and each fiscal year thereafter, 2%.)

In addition, the bill creates a tax relief fund that consists of the difference
between the pro;ected tax receipts and the actual tax receipts in each fiscal year and
the amount transferred from the general fund to the budget stabilization fund in
each fiscal year.

This bill also creates an individual income tax rehef fund tax credit, which may
be claimed by an individual taxpayer or by a taxpayer and his or her spouse. A
claimant may also claim a credit for each of his or her dependents, although a
dependent may not claim a credit. The credit is nonrefundable, meaning that if the
amount of the credit exceeds the taxpayer’s tax liability, no check is issued in the
amount of the difference.

The credit is available only in taxable years in which the amount in the tax
relief fund exceeds $25,000,000. If the secretary certifies that the amount in the fund
exceeds that amount, DOR determines the amount of the credit that may be claimed
in that taxable year. The credit amount is determined by dividing the amount
certified by the sum of all claimants, all spouses of claimants, and all dependents,
and then modified so that the amount in the fund is expended as fully as possible and
by ensuring that the credit amount is rounded down to the nearest whole number.

For further information see the state fiscal estlmate which will be pr1nted as
an appendix to this bill.

The people of the state of Wisconsin, represented Ln senate and assembly, do
enact as follows:

SECTION 1. 16.50 (7) (b) of the statutes is amended to read:

16.50 (7) (b) Following such notification, the governor shall submit a bill
containing his or her recommendations for correcting the imbalance between
projected revenues and authorized expenditures, including a recommendation as to

whether moneys should be transferred from the budget stabilization fund to the
general fund. If the legislature is not in a floorperiod at the time of the secretary’s

notification, the governor shall call a special session of the legislature to take up the
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matter of the projected revenue shortfall and the gov,érnoi‘ shall submit his or her bill
for consideration at that session.

SECTION 2. 16.518 of the statutes is created to read:

16.518 Transfers to the budget stabilization fund and the tax relief
fund. (1) In this section, ‘fsummary” means the amount shown in the summary in
s. 20.005 (1), as published in the biennial budget act or acts.

(2) Annually, the secretary shall calculate the difference between the amount
of moneys projected to be deposited in the general fﬁnd during the fiscal year that
are designated as “Taxes” in the summary and the amount of such moneys actually
deposited in the general fund during the fiscal year‘.'~.v_ -

(3) (a) Subject to par. (b), if the amount of monéys projected to be deposited in
the general fund during the fiscal year that are aesignated as “Taxes” in the
summary is less than the amount of such moneys actually deposited in the general
fund during the fiscal year, the secretary shall annually transfer from the general
fund to the budget stabilization fund 50% of the amount calculated under sub. (2).

(b) 1. Ifthe balance of the budget stabilization fund on June 30 of the fiscal year
is at least equal to 5% of the estimated expenditures from the general fund during
the fiscal year, as reported in the summary, the secretary may not make the transfer
under par. {(a). -

2. If the amount transferred under par. (a): _;;;s/;o’\lld cause the general fund
balance on June 30 of the fiscal year to be less than‘the gep.eral fund balance that is
required under s. 20.003 (4) for that fiscal year, the se:vc;fetary shall redﬁce the amount
transferred under par. (a) to the amount that would cause the general fund balance
to be equal to the minimum general fund balance that is required under s. 20.003 (4)

for that fiscal year.
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SECTION 2
4) .Annually, the secretary shall transfer from the general fund to the tax relief
fund the difference between the amount calculated under sub. (2) and the amount
transferred to the budget stabilization fund under sub.-(3).
SECTION 3. 20.875 (1) (a) of the statutes is repe‘al‘:‘e:('i‘. and recreated to read:
20.875 (1) (a) General fund transfer. A sum sufﬁcie_eﬁt equal to the amount that

is required to be transferred under s. 16.518 (3).

++*NOTE: This SECTION involves a change in an éppropriation that must be
reflected in the revised schedule in s. 20.005, stats.

SECTION 4. 20.876 of the statutes is created to read:

20.876 Tax relief fund. (1) TRANSFERS TO FUND. There is appropriated to the
tax relief fund:

(a) General fund transfer. A sum sufficient equal to the amount that is required
to be transferred under s. 16.518 (4).

(2) TRANSFERS FROM THE FUND. There is appropriéted from the tax relief fund
to the general fund: ‘

(@) Tax relief fund transfer. An amount equal tqfth‘e amount certified to the
secretary of administration under s. 71.07 (7m) (d).

*++NOTE: This SECTION involves a change in an ap"iaropriation that must be
reflected in the revised schedule in s. 20.005, stats.

SECTION 5. 25.17 (1) (te) of the statutes is created to read:
25.17 (1) (te) Tax relief fund (s. 25.63);
SECTION 6. 25.60 of the statutes is repealed and recreated to read:
- 25.60 Budget stabilization fund. There is created a separate honlapsible
trust fund designated as the budget stabilization fund, consisting of moneys
transferred to the fund from the general fund under $.:16.518 (3).

SECTION 7. 25.63 of the statutes is created to read:
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25.63 Tax relief fund. There is created a separate nonlapsible trust fund
designated as the tax relief fund, consisting of moneys transferred to the fund from
the general fund under s. 16.518 (4). |

SECTION 8. 71.07 (7m) of the statutes is created to read:

71. 07 (7m) TAX RELIEF FUND TAX CREDIT. (a) Definitions. In this subsection:

1. “Claimant” means an individual taxpayer who is not a dependent.
2. “Credit unit” means an amount calculated by the department by dividing the

amount certified under par. (c) 3. by the sum of all claimants, all spouses of claimants,

and all dependents.

3. “Department” means the department of revenue.

4. “Dependent” means an individual who ié;'_'élaimed by the claimant as a
dependent under section 151 (c) of the Internal Revé,ﬁue Code.

(b) Filing claims. Subject to the limitations and conditions provided in this
subsection, a claimant, or a claimant and his or her spouse, may claim as a credit
against the tax imposed under s. 71.02, up to the amount of those taxes, an amount
determined by the department under par. (¢). One credit amount may be claimed by
each claimant, by the claimant’s spouse, and for each dependent of a claimant. No
credit may be claimed by a dependent.

(c) Determination of credit amount. 1. Not later than September 1 each year,
the secretary of administration shall certify to the secretary of the department the
amount that is in the tax relief fund under s. 25. 63

2. If the amount of the certification is $25,000, OOO or less, the amount that may
be claimed in that taxable year is zero.

3. If the amount of the certification exceeds $25,000,000, the department shall

determine the credit amount for that taxable year. The credit amount shall be based
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SECTION 8
on the credit unit, but shall be modified such that the certified amouni; in the tax
relief fund is expended és fully as possible and that the credit amount for each
claimant, spouse of a claimant, and dependent of a claimant is rounded down to the
nearest whole dollar amount.

(d) Certification of amounts claimed. Not later than August 15 of the year
following the year in which the department determinés a credit amount under par.
(c) 3., the department shall determine the amount of rei;ehue lost because of credits
claimed in the taxable year to which that credit amount rélates. The amount of
revenue lost shall be certified to the secretary of administration.

(e) Limitations and conditions. 1. No credit may be allowed under this
subsection unless it is claimed within the time period under s. 71.75 (2).

2. Part—year residents and nonresidents of this state are not eligible for the
credit under this subsection.

(f) Administration. Subsection (9¢) (d), to the exter'n.:v that it applies to the credit
under that subsection, applies to the credit under this §gbsection.

SECTION 9. 71.10 (4) (dt) of the statutes is create_dh to read:

71.10 (4) (dt) Tax relief fund credit under s. 71.0% (7m)

SECTION 9344. Initial applicability; revenue. .

(1) TAX RELIEF FUND TAX CREDIT. The treatment of sections 71.07 (7m) and 71.10
(4) (dt) of the statutes first applies to taxable years beginning on January 1 of the year
in which this subsection takes effect, except that if this subsection takes effect after
July 31 the treatment of sections 71.07 (7m) and 71.10 (4) (dt) of the statutes first
applies to taxable years beginning on January 1 of the year following the year in
which this subsection takes effect.

(END)



