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Fiscal Estimate Narratives
DOR 3/6/2003

LRB Number 03-1347/1 Introduction Number AB-70 Estimate Type  Original

Subject

Madify the definition of "income™ under the homestead tax credit

Assumptions Used in Arriving at Fiscal Estimate

Under current law, the definition of "household income" for purposes of the homestead tax credit includes
Wisconsin adjusted gross income (WAGI) as well as some items that are not otherwise includable in WAGI.
Some of these items are depreciation, capital gains, cash public assistance, certain pension benefits,
nontaxable interest received from the federal government, nontaxable interest received on state or
municipal bonds, and gains on the sale of a personal residence.

This bill would modify the definition of "household income" under the homestead tax credit such that interest
income received from the installment sale of certain real property including a claimant's former homestead
may be subtracted from income prior to determining the claimant's homestead tax credit. The interest
income is deductible up to the amount of interest paid by the claimant on a mortgage to purchase another
homestead.

The number of filers receiving interest income from installment sales of real property and the amount of this
interest is not known. Thus, the increase in Homestead Cedit expenditures cannot be determined. Additional
review of existing Homestead returns would increase Department of Revenue operating expenses by
$82,300 annually. The bill will increase the number of Homestead Credit claims filed, to the extent that
certain installment sale income is no longer included in household income. Because the number of
additional claims is not known, this cost of processing additional claims cannot be estimated.

Long-Range Fiscal Implications
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Subject

Modify the definition of "income" under the homestead tax credit

I. One-time Costs or Revenue Impacts for State and/or Local Government (do not include in

annualized fiscal effect):

Il. Annualized Costs:

Annualized Fiscal Impact on funds from:
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