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Shovers, Marc

From: Koskinen, John - DOA [John.Koskinen@Wisconsin.gov]
Sent: Wednesday, January 25, 2006 3:50 PM

To: Shovers, Marc

Subject: Drafting Request--Supplement EITC

Attachments: Suppimemental Earned Income Tax Credit.doc

This is the proposal | mentioned on the phone.
If you have any questions, feel free to call.

Thanks again.

01/25/2006
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s Vﬁ Living Wage Credit

Cé\u

Obijective: Provide a supplment to the earned income credit equal to the
difference between the federal poverty level and the existing federal and state
earned income tax credits.

Credit: Equals the difference between federal poverty levels, determined by

«

household size” - (i iy o

Income Defition: Income would be all taxable and nontaxable sources of income
(including federal EIC) less state income liability.

Wages

+taxable social security

+ non taxable social security

+ nontaxable child support

+ welfare payments g

+ CARES payment = 7 9

+ OTHER nontaxable sources of income}

+ state EITC

+ federal EITC

+ refundable state credits

- state income taxes.

Income for Suppimental Earned Income Tax Credit.

Eligibility Requirement: 7 s §;/
1) One person in household may receive the credit I yiid ?‘g‘”’ o
2) Recipient must work at least 35 hours per week. & ’@'g;gf [ o

Phase-In: Move to 100% of poverty level in three steps.
Supplement to
TY 2007 90% poverty level
TY 2008 95% poverty level
TY 2009 100% poverty level

Fiscal Effect

Supplement to Fiscal Effect Claimants
TY 2007 90% poverty level $9.3 million 4,400
TY 2008 95% poverty level $14.8 million 5,900

TY 2009 100% poverty level $22.4 million 8,800



Page 1 of 1

Shovers, Marc

From: Koskinen, John - DOA [John.Koskinen@Wisconsin.gov]
Sent:  Thursday, January 26, 2006 2:17 PM

To: Shovers, Marc

Subject: FW: Drafting Request--Supplement EITC

| have received these additional comments from the Governor's Office.

1) Remove the "Supplemental Earned Income Tax Credit" from the title. 1t should only be referred to as the Living
Wage Credit

2) Under Income Definition please add "+ Federal Additional Child Tax Credit"
3) Under Eligibility Requirement please add "3) Must claim state EITC"

4) Add a line that would say "Allow DWD and DHFS to share information with DOR regarding this program" or
something along those lines.

From: Koskinen, John - DOA [mailto:John.Koskinen@Wisconsin.gov]
Sent: Wednesday, January 25, 2006 3:50 PM

To: marc.shovers@legis.state.wi.us

Subject: Drafting Request--Supplement EITC

This is the proposal | mentioned on the phone.

Va 7
If you have any questions, feel free to call. !,! /2\&? g/

17 7

Thanks again.

01/26/2006
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.; relating to: creating a refundable individual income tax living wage

credit.
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Analysis by the Legislatiive Reference Bureau
To be provided in a future version of this bill.
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. 20.835 (2) (en{ of the statutes is created to read:

20.835 (2) (en) Living wagé‘g tax credit. A sum sufficient to pay the claims

iz . Ve )
pproved under s. 71.07 (8r).

"

SECTION 2. 71.07 (8r) of the statutes is created to read:
71.07 (8r) LIVING WAGE TAX CREDIT. (a) Deﬁn‘%tions. Except as provided in par.
o
(c) 6. and 7., in this subsection:
!

L e e ) . ;
1. “Claimant” means an individual who files a claim under this subsection.
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SECTION 2

J

2. “Household” means a claimant and an individual related to the claimant as
husband or wife.

3. “Iné‘{)me” means income, as defined in s. 71.52 (6), received by the claimant
in the year before the year to which the claim relates, plus all of the following
amounts received by the claimant in the year before the year to which the claim
relates, minus the net income taxg;mposed under s. 71.02£hat is paid by the
claimant in the year before the year to which the claim relates:

a. The amount of earned income tax credit under section 32 (b) (1) (A) to (C) of
the Internal Revenue Code.

his secnoh

b. The amount of any refundable income tax credit under M}z/@/ié

c. The amount of any income tax refund paid by this state. ’

4. “Poverty line” means the nonfarm federal poverty line for the continental
United States, as defined by the federal department of labor under 42 USC 9902 (2).

¥ ++NOTE: Your instructions stated that you Want@fe‘: add to the definition of

“income? ;“federal additional child tax credit.” I searched the Internal Revenue Service

4 datgj)ase for this credit and could not find it. @%u have a citation to the IRC for the %ﬁ
credit? . -

I

(b) Filing claims. Subject to the limitations provided in this subsection, a
claimant may claim as a credit against the tax imposed under s. 71.02 an amount,
if positive, that is calculated by subtracting the claimant’s income from the poverty
line. If the allowable amount of the claim exceeds the income taxes otherwise due
on the claimant’s income, the amount of the claim not used as an offset against those
taxes shall be certified by the department of revenue to the department of
administration for payment to the claimant by check, share draft, or other draft from

the appropriation under s. 20.835 (2) (en).
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(¢) Limitations. 1. No claimant; may claim the credit under this subsection
unless the claimant was eligible for, and claimed, the credit under sub. (9e) in the
year before the year to which the claim relates.

2. No credit may be allowed under this subsgction unless it is claimed within
the time period under s. 71.75 (2).

3. If a part—year resident or a nonresident of this state files a claim under this
subsectiin, the maximum credit amount shall be multiplied by a fraction, the
numerator of which is the individual’s and his or her spouse’s Wisconsin adjusted
gross income and the denominator of which is the individual’s and his or her spouse’s
federal adjusted gross income. In this subdfizision, for married persons filing
separately “adjusted gross income” means the separate adjusted gross income of
each spouse, and for married persons filing jointly “adjusted gross income” means the
total adjusted gross income of both spouses.

4. Only one claimant per household per year may claim the credit under this
" subsectigon.

5. No individual may claim the credit under this subjsecti()n unless he or she
works at least 35 hours per week in compensated employment.

#+*NOTE: Over what time period must someone work 35 hours per week? As
drafted, I think that one week would satisfy the condition. You may want to consider
making the requirement a certain number of hours worked in the year before the year

to which the claim relates. For example, a requirement of 1,820 hours could be achieved
by working 35 hours per week multiplied by 52 weeks.

6. For taxable years beginning after December 31, 2006ﬁand before January 1,
et 2

a2yl
2008, “poverty Iin%ans 90 percent of the nonfarm federal poverty line for the
continental United States, as defined by the federal department of labor under 42

USC 9902 (2).
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SECTION 2
@ 7. For taxable years beginning after December 31, 200';‘ and before January 1,
@ 2009, “poverty line?@/?n/eans 95 percent of the nonfarm fedeial poverty line for the
3 continental United States, as defined by the federal department of labor under 42
4 USC 9902 (2). ;
5 (d) Admunistration. 1. Subsection (9e) (di to the extent that it applies to the
6 credit under that subseéion, applies to the credit under this subsection.
7 2. The department of workforce development and the department of health and
8 family services shall provide any inforglation in their possession that the
9 department of revenue requests whi@hﬁ ofjld enable the department of revenue to
10 administer the credit under this suﬁsection. .
11 SECTION 3. 71.08 (1) (intro.) of the statutes, as affected by 2005éWisconsin Act
12 25, is amended to read:
13 71.08 (1) IMPOSITION. (intro.) If the tax imposed on a natural person, married
14 couple filing jointly, trust, or estate under s. 71.02, not considering the credits under

15 ss. 71.07 (1), (2dd), (2de), (2d1), (2dj), (2dL.), (2dr), (2ds), (2dx), (2fd), (3m), (3n), (3s),
/

16 (3t), (5b), (5d), (6), (6e), (8r), and (9e), 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1ds), (1dx),

17 (1fd), (2m), (3), (3n), and (3t) and 71.47 (1dd), (1de), (1di), (1dj), (1dL), (1ds), (1dx),

18 (1fd), (2m), (3), (3n), and (3t) and subchs. VIII and IX and payments to other states

19 under s. 71.07 (7), is less than the tax under this section, there is imposed on that
20 natural person, married couple filing jointly, trust, or estate, instead of the tax under
21 s. 71.02, an alternative minimum tax computed as follows: /

22 SECTION 4. 71.10 (4) (i) of the statutes, as affected by 2005 Wisconsin Act 25,
23 is amended to read:

24 71.10 (4) (i) The total of claim of right credit under s. 71.07 (1), farmland

25 preservation credit under subch. IX, homestead credit under subch. VIII, farmland
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SECTION 4

tax relief credit under s. 71.07 (3m), farmers’ drought property tax credit under s.
71.07 (2fd), veterans and surviving spouses property tax credit under s. 71.07 (6e),
earned income tax credit under s. 71.07 (9e), estimated tax payments under s. 71.09,

living wage tax credit under s. 71.07 (8r), and taxes withheld under subch. X.

SECTION 5. Initial applicability.

(1) This act 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 on or
after August 1 this act first applies to taxable years beginning on January 1 of the
year following the year in which this subsection takes effect.

(END)



e ~Household” is currently defined as a claimant and an individual related to the claimant
\ as husband or wife. It should be clarified that household means a claimant and an
individual related to the claimant as husband or wife residing in the same homestead as
the claimant, as well as all other persons, related or unrelated, living in the homestead.
This should sync up the definition with how the poverty threshold is calculated, as well as ) 2
clarifying that two unrelated, unmarried adults living in the same household cannot claim ;
the eredit.
jﬁe definition of “claimant” should include that when two or more individuals of a household are
\ ab

le to meet the qualifications for a claimant, they may determine between them as to who the
claimant is. See sec. 71.52(1) for wording used for homestead credit purposes.

e / The bill provides that “ ‘Income’ means income, as defined in s. 71.52(6), received by the
claimant ...” Income should include all income received by all persons of a household while
members of the household, not just the income of the claimant.

» You requested a citation for the federal additional child tax credit. This is section 24(d) of the IRC

_that allows a portion of the child tax credit to be refundable. To claim the additional child tax

" credit, federal Form 8812 must be completed and the credit is claimed on line 68 of the 2005 Form
1040(line 42 of Form 1040A).

e The poverty threshold is variable based on the year and size of family. An alternate

;f:rﬁlce to incorporate this would be the "Poverty Thresholds for [Year] by Size of Family and

Numiber of Related Children Under 18 Years" as reported by the US Census Bureau, Housing and
ousehold Economics Statistics Division, or its successor. The poverty threshold for 2005 should

- ; probably apply for taxable year 2006, etc.

LA . For Purposes of calculating this poverty threshold, all children living in the home should
. . .

s. This can be

~be included, regardless of whether or not they can be claimed as dependen

clarified by using the definition of household as specified in bullet #1.
¢ Section 71.07(8r) should include a reference to sec. 71.08 as well as sec. 71.02 to allow
the credit to offset both the regular tax and the alternative minimum tax.
/-//hi’ paragraph (b), the credit is calculated by subtracting the claimant's income from the
ff poverty line. Clarify that for purposes of calculating the credit, a person's income cannot
¢ e be less than zero; i.e. the credit cannot be more than the poverty line.

o

. Use language from sec. 71.52(1) to revise the definition of claimant to clearly limit the
g;;f 5. credit to people domiciled in Wisconsin for the entire year.
[ 7 i e _Change the work requirement from "works at least 35 hours per week in compensated

T employment" to "is in paid employment for at least 1,750 hours in the taxable year."
o Department of Revenue should be given statutory authority to require any information it
‘o deems necessary to verify the credit. Claimants should be required to provide such
‘ information as proscribed by the department.
e Allow the Department of Health and Family Services and the Department of Workforce
A% N \\Q/:@':{opment to disclose information deemed necessary by the Department of Revenue for

W . . .
T e the purpose of verification of the credit.
X ) é}gﬁ . Qb,énge the effective date to apply beginning in taxable year 2007.
V¥
‘%g\ /-
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Each year, generally in the fall, the S.

in the United States. Among other information, it provides
people are poor, and on how poverty is distributed by age, by race or ethnicity, by o
region, and by family type. Individuals or families are poor if their annual pretax cash

income falls below a federal measure of poverty that is also recalculated each year.

The Census Bureau's most recent poverty report is for 2004. In 2005, the Census

Bureau published a combined report, Income, Poverty, and Health Insurance

Coverage in the United States: 2004.

Since 1965, there have been two slightly different versions of the federal poverty
measure:

« the poverty thresholds, and
¢ the poverty guidelines.

rity Administ

updated each year by the Census Bureau.
--for instance, preparmg the estimates of the number of
for each year's report. 4

For example, for a four-person family unit with two children, the 2004
p threshold is $19,157. For one- or two-person family units, the poverty
thresholds differ by age; the 2004 threshold for one individual under age 65 is
$9,827, whereas for an individual 65 or over it is $9,060.

The poverty guidelines are the other version of the federal poverty measure. They
are issued each year in the Federal Register by the Department of Health and

02/17/2006




Poverty Thresholds and Poverty Guidelines Page 2 of 5

Human Services (HHS). The guidelines are a simplification of the poverty thresholds
for use for administrative purposes--for instance, determining financial eligibility for
certain federal programs. They are adjusted for families of different size.

Poverty guidelines for the years since 1982 and other historical information appear
on the web page "Poverty Guidelines, Research, and Measurement" of the Office of
the Assistant Secretary for Planning and Evaluation in the U.S. Department of Health
and Human Services. Separate HHS poverty guidelines for Alaska and Hawaii reflect
Office of Economic Opportunity administrative practice beginning in the 1966-1970
period.

Both the thresholds and the guidelines are the same for all mainiand states,
regardless of regional differences in the cost of living. Both are updated annually for
price changes using the Consumer Price Index for All Urban Consumers (CPI-U).
The poverty guidelines are sometimes loosely referred to as the "federal poverty
level" or "poverty line," but these terms are ambiguous, and should be avoided in
situations (e.g., legislative or administrative) where precision is important.

Academics, statisticians, and policy analysts at IRP and eisewhere believe that
existing methods for determining the poverty measure and estimating who is poor
couid be greatly improved. Topics of revising the poverty measure and the
methodological issues involved are discussed elsewhere on this site, and on the
Census Bureau's web site under Poverty Measurement Research .

Return to top

The Census Bureau's poverty thresholds for 2004

The thresholds in the table are the basic value for family units with no related children
under 18 years. Values change as the number of children increases, though the
amount does not always rise. For example, the threshold for a family of 3 in which
there are no children under 18 is $14,776; for a family of 3 in which 2 are children
under 18, the threshold is $15,219. The threshold for a family of 5, no children under
18, is $23,497; for a family of 5 in which 4 members are children under 18, the
threshold is $22,543.

Poverty
. . : Threshold
Size of Family Unit (weighted
average)
One person (unrelated
individual)
Under 65 years 9,827
65 years and over 9,060
Two people
i I

http://www.irp.wisc.edu/fags/faql.htm 02/17/2006
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o, e

1 AN ACT to amend 71.08 (1) (intro.) and 71.10 (4) (i); and #o create 20.835 (2) (en)
2 and 71.07 (8r) of the statutes; relating to: creating a refundable individual

3 income tax living wage credit.

TN /\ \\M%nalysw by the Legzslatwe Reference Bureau

For further 1nformat10n see the state ﬁscal estlmate, which will be printed as

f‘% ) / an appendix to this bill.

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

4 SECTION 1. 20.835 (2) (en) of the statutes is created to read:

5 20.835 (2) (en) Living wage tax credit. A sum sufficient to pay the claims

6 approved under s. 71.07 (8r).

7 SECTION 2. 71.07 (8r) of the statutes is created to read:

8 71.07 (8r) L;g\g WAGE TAX CREDIT. (a) Definitions. Except as provided in par.
g

9 (¢) @gi%%g 75, in thls subsection:
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SECTION 2
(Tps 2 55%%;

1, ‘Claimant” means an 1nd1v1dua1 who ﬁles a claim under this sugeectlo 7
~ g;a@%@ma ckd 05 TR o csining giusn in dg7 fesd (g X
N7 2 ?« 2 |y “Household” means a clalmant and an 1nd1v1dual related to the clalmant as
T, - «

husband or WE ﬁ\% \*‘?
- & R[fo Dretbid, g : 7 Lt g» b
4 4 % “Iﬁcome means income, ‘as defined in 6. 71.52 (6), recelved by the elalmant

ngd f‘fﬁvsfi oF a é’f?»ﬁzﬁfg%gfwé@zs‘ﬁu»f@m, sf th maf?s«a’z 2l

5 é/l/ﬁw t{é year before the year to which the claim relates, plus all of the followmg
such fudividuals

6 amounts received by/ he elaimant in the year before the year to which the claim

7 relates, minus the net income tax imposed under s. 71.02 that is paid by the claimant

8 in the year before the year to which the claim relates:

9 a. The amount of earned income tax credit under section 32 (b) (1) (A) to (C) of
10 the Internal Revenue Code.

b. The amount of any refundable income tax credit under this section.

c. The amount of any income tax refund paid by this state.

e

L gﬁ@ “Poverty line” means the nonfarm federal poverty line for the continental

14 United States, as defined by the federal department of labor under 42 USC 9902 (2).

/ “*f«N OTE: Your mstructlons state that you want to add to the definition of “income,”
“fecﬁer addi onsal chﬁd tax credit. > 1 searched the”[nterna) Revenue Servme database
for:c s credit and-could not.fird it. De~you havea cﬁ:at;en to the IRC forthe credit?

15 (b) Filing claims. Subject to the limitations provided in this subsection, a

16 claimant may claim as a credit against :;he tax imposed unde}' S. 7 1.02 an ?mount

17 if positive, that is calculated by siétr;etlgg%ghe\fclaﬁmant S 1ncomejfrdfri ’&12 ;overty hous
18 line. If the allowable amount of the claim exceeds the income taxes otherwise due

19 on the claimant’s income, the amount of the claim not used as an offset against those

20 taxes shall be certified by the department of revenue to the department of

21 administration for payment to the claimant by check, share draft, or other draft from

22 the appropriation under s. 20.835 (2) (en).
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SECTION 2
1 (¢) Limitations. 1. No claimant may claim the credit under this subsection
2 unless the claimant was eligible for, and claimed, the credit under sub. (9¢) in the
3 year before the year to which the claim relates.
4 2. No credit may be allowed under this subsection unless it is claimed within
5 the time permd under S. 71 '75 (2) - paless bis 4y bey

;’g“‘f"a’?!fb T DY B

6 il part=year T , lalm u«nde*f”th;;s o,
’«‘é’g‘f&' ?%ég‘g; [y Y easy 3:} : o Ceg

7 ({as,absecﬁonwehs _maximum-credit-amount-shall-be-m

8 Eg mﬁnerator of which is the individual’s and his or her\spouse S Wlsconsm adjusted

| '

9 % gross income and the denommator of which is the 1nd1v1dual s-and his or her spot}se S
10 zfederal adjusted gross 1ncome In this subdivision, for marned persons filing
11 %eparately adJusted gross income” means the separate adjusted gross mcome of

| . ~ /

i /

12 eéch spouse, and for marmed persons ﬁhng Jomtly adJusted gross income” means-the
~

7
Iy

13 Wdlﬁ Led“ gT' 0Ss lllbuuu; UL UUbﬂ spouses: ™

14 4. Only one claimant per household per year may claim the credit under this
15 subsection.
16 5. No individual may claim the credit under this subsection unless he or she
R'fé?’zfg emPlof mont for at [2ase Ja3so hours in Lhe ig- le year
17 atleast-3 s per week in.comipensated employment;) ﬁii’””‘: é"f‘iﬁﬁ it ,
##<NOTE: Over what time period must someone work 35 hours per week? As
rafted, I think that- -one week would satisfy the condition. You may w y want to-eensider
) making the requirement a certain number of hours werked-inthe year .ar before the year j
/ { to which the claim relates:-Forexample, quirement of 1,820 hours could be achlevedf
e v \nbmorkmg 35 hours per week multiplied by 52 weeks. -
%;%"’g 8 F % For taxable years beginning after December 31, 2006, and before January
19 1, 2008, “poverty line” means 90 percent of the nonfarm federal poverty line for the
20 continental United States, as defined by the federal department of labor under 42

21 USC 9902 (2).
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SECTION 2

/f;{é %or taxable years beginning after December 31, 2007, and before January

1, 2009, “poverty line” means 95 percent of the nonfarm federal poverty line for the

continental United States, as defined by the federal department of labor under 42
USC 9902 (2).

(d) Administration. 1. Subsection (9e) (d), to the extent that it applies to the
credit under that subsection, applies to the credit under this subsection.

2. The department of workforce development and the department of health and
family services shall provide any information in their possession that the
department of revenue requests that would enable the department of revenue to
admlmsterthe credit under this subsection.

\ 3. 71.08 (1) (intro.) of the statutes, as affected by 2005 Wisconsin Act
25, 1s amended to read:

71.08 (1) IMPOSITION. (intro.) If the tax imposed on a natural person, married
couple filing jointly, trust, or estate under s. 71.02, not considering the credits under
ss. 71.07 (1), (2dd), (2de), (2d1), (2dj), (2dL), (2dr), (2ds), (2dx), (2fd), (3m), (3n), (3s),
(3t), (5b), (6d), (6), (6e), (8r), and (9e), 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1ds), (1dx),
(1fd), (2m), (3), (3n), and (3t) and 71.47 (1dd), (1de), (1di), (1dj), (1dL), (1ds), (1dx),
(1fd), (2m), (3), (3n), and (3t) and subchs. VIII and IX and payments to other states
under s. 71.07 (7), is less than the tax under this section, there is imposed on that
natural person, married couple filing jointly, trust, or estate, instead of the tax under
s. 71.02, an alternative minimum tax computed as follows:

SECTION 4. 71.10 (4) (i) of the statutes, as affected by 2005 Wisconsin Act 25,
is amended to read:

71.10 (4) (i) The total of claim of right credit under s. 71.07 (1), farmland

preservation credit under subch. IX, homestead credit under subch. VIII, farmland
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SECTION 4

tax relief credit under s. 71.07 (3m), farmers’ drought property tax credit under s.
71.07 (2fd), veterans and surviving spouses property tax credit under s. 71.07 (6e),
earned income tax credit under s. 71.07 (9¢), estimated tax payments under s. 71.09,

living wage tax credit under s. 71.07 (8r), and taxes withheld under subch. X.

SECTION 5. Initial applicability.

N

rWHhHic
\<

S,

*\

after August 1 this act first apphes t‘mt,g&ile years begmmng on J. anuary I of the
T —

e —
qumﬂ

year fOHOVVmg Eﬁé‘“ye@r 1nwh;%chwmu§m§;,;b§x@ggmf

(END)



2005-2006 DRAFTING INSERT LRB-4502/Plins
FROM THE MES:wlj:rs
LEGISLATIVE REFERENCE BUREAU

INSERT ANL

This bill creates a refundable individual income tax credit based on the
difference between the federal poverty line and the sum of income received by the
claimant, his or her spouse who resides with the claimant, and his or her dependents.
The credit may (only be claimed/by an individual who was eligible for, and claimed
in the previous year, the earned income tax credit. -

To claim the credit, the bill requires that the claimant be domiciled in this state
during the entire calendar year to which the claim relat¢s, and{alsd requires that the
claimant works in paid employment for at least 1,750 hours in the taxable year to
which the claim relates. If the amount of the credit exceeds the taxpayer’s income
tax liability, the difference will be refunded to the taxpayer by check.

INSERT 2-1

ST

W)

) and who was domiciled in this state during the entire calendar year to which

&

the claim relates. When 2 individuals of a household are able to meet the
qualifications for a claimant, they may determine between them as to who the
claimant is. If they are unable to agree, the matter shall be referred to the secretary
of revenue and the secretary’s decision is final

INSERT 2-3

7
7 /
/

residing in the same homestead as the claiﬁlfant and includes all of the
claimant’s dependents, as defined in section 152 of the Internal Revenue Code, who
have the same principal abode as the claimant for more than 6 months during the
year to which the claim relate%}/

INSERT 2-12

d. The refundable portion of the federal child tax credit under section 24 (d) of
the Internal Revenue Code.

INSERT 3-18
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6. In calculating the credit for which a claimant may be eligible under this
subsection, the size of the family unit under the U.S ﬁureau of the iQfensus’ poverty

thresholds shall be the same as the size of the claimant’s household.
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