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Shovers, Marc

From: Russell, Faith

Sent: Wednesday, March 16, 2005 10:52 AM
To: Shovers, Marc

Subject: substitute amendment

Hi, Marc.

Here is the relevant text from a memo | wrote describing the request for substitute amendments. Bob said to have them
drafted for LFB. Let me know if you have any questions. Thanks.

Proposed Substitute Amendments

Under the proposed substitute amendments, the increase in the deduction for medical care insurance
premiums paid by an individual whose employer does not contribute toward the individual's medical care
insurance from 50% to 100% would take effect for tax year 2005, as provided under the bills. However, the
proposed deduction for medical care insurance premiums paid by an individual with no employer and no self-
employment income would be phased in over a three-year period, starting with tax year 2006. Under these
provisions, 33.4% of the cost of such premiums would be deductible for tax year 2006, 66.7% of such premiums
would be deductible for tax year 2007, and 100% of such premiums would be deductible for tax years 2008 and
thereafter.

Faith Russell

Fiscal Analyst
Legislative Fiscal Bureau
608-266-3847
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INSWORTH, FITZGE D, FRISKE,
USSER, AL RS F. LASEE, PETROWSKI, NASS, @czm
MICK, BIEs, GIELOW, TOWNS

ARLING GRo HMAN and LASSA. Referrea,to Jomt C\(\)mimteey]?mance

1 AN ACT to amend ) (b) 20. (intro.) and 71.07 (5) (a) 15.; and to create

2 71.05 (6) (b) 35. of the statutes; relating to: creating an individual income tax
3 subtract modification for amounts spent on medical insurance premiums by
k pév cent, sGasts
?WL’W certain individuals. in taxableyeus
)Scweé \ Under “’”Wﬂgﬁ"
N ~— Analysis by the Legislative Reference Burea ’f:‘fh“:’fg" if;’ Z:Cfof 7Sang
W Undercurrent laW, there is an individual income tax deductign for 50 percent

of the amount paid by & person : for a medical care insurance policy] that covers the

person, his or her spouse, and the | person sdependents if the person employer Pays . 5,0
e f toward th dical” 354 pereat 00200
N no amount of money toward the persons medical care insurance. D65 bbpcertin 3002
RNACA his reates an individual income tax deduc%for 400 percent of the -
s A i8S eag aody

amount paid by an individual for a medical care insurance policy ‘that covers the
o individual, his or her spouse, and the individual’s dependents 1f the md1v1dua1 other

H '111 Wﬂl be referred to the J clnt Survey Com : ions
A detailed ana1y51s, Wite WWW

For furthe informa fSee 1he state.fiscal estimate, which will be printed as
pendiX to this bﬂl §>‘<’_\

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

L hepe af‘/éﬁ;
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ASSEMBLY BILL 6 SECTION 1
SECTION 1. 71.05 (8) (b) 20. (intro.) of the statutes is amended to read:
71.05 (6) (b) 20. (intro.) For taxable years beginning on or after January 1,

1995, and before January 1, 2005, an amount paid by a person who is the employee

of another person if the person’s employer pays no amount of money toward the
person’s medical care insurancé, for medical care insurance for the person, his or her
spouse and the person’s dependents, calculated as follows:

SECTION 2. 71.05 (6) (b) 35. of the statutes is created to read:

71.05 (6) (b) 35. For taxable years beginning after December 31, 2004, an

amount paid by an individuaWMh@WW,

W\M(Wﬂjwho is the employee of another person if the individual’s employer

pays no amount of money toward the individual’s medical care insurance, for medical
care insurance for the individual, his or her spouse, and the individual’s dependents,
calculated as follows:

a. One hundred percent of the amount paid by the individual for medical care
insurance. In this subdivision, “medical care insurance” means a medical care
insurance policy that covers the individual, his or her spouse, and the individual’s
dependents and provides surgical, medical, hospital, major medical, or other health
service coverage, and includes payments made for medical care benefits under a
self-insured plan, but “medical care insurance” does not include hospital indemnity
policies or policies with ancillary benefits such as accident benefits or benefits for loss
of income resulting from a total or partial inability to work because of illness,
sickness, or injury.

b. From the amount calculated under subd. 35. a., subtract the amounts
deducted from gross income for medical care insurance in the calculation of federal

adjusted gross income.
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ASSEMBLY BILL 6 SECTION 2

¢. For an individual who is a nonresident or part—year resident of this state,
multiply the amount calculated under subd. 35. a. or b., by a fraction the numerator
of which is the individual’s wages, salary, tips, unearned income, and net earnings
from a trade or business that are taxable by this state and the denominator of which
is the individual’s total wages, salary, tips, unearned income, and net earnings from
a trade or business. In this subd. 35. c., for married persons filing separately “wages,
salary, tips, unearned income, and net earnings from a trade or business” means the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married persons filing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or business of both
spouses.

d. Reduce the amount calculated under subd. 35. a., b., or c. to the individual’s

aggregate wages, salary, tips, unearned income, and net earnings from a trade or

“SkeTIoN 3. 71.07 (5) (a) 15. of the statutes is amended toread:-

o,

o,
under section 213%&;@6 Internal Revenue Code that is waﬁf axation under

“ar,

S,
s. 71.05 (6) (b) 17. to 20. 3‘.‘(1(1»35. and the Wiaimed as a deduction for a

long—term care insurance policy uﬁdégg:ﬁoﬁ 213 (d) (1) (D) of the Internal Revenue

N

Code, as defined in section 7'7{;9,28‘(?) of the~Internal Revenue Code that is exempt/

from taxation unde}; sﬂfOS (6) (b) 26.

o

SECT{QN‘ﬁfﬁ}Initial applicability.

(1) This act first applies to taxable years beginning on January 1, 2005.

(END)

‘ _ |
\%7“(5&) 15. The amount claimed as a deduction for medical care insgra;%é%\

business that are taxable by this state. \J\f\
T,
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ASSEMBLY BILL.6 SECTION 1
—‘—‘W\

SECTION 1. 71.05 (6) (b) 20. (intro.) of the statutes is amended to read:
71.05 (6) (b)20.(intro.) For taxable years beginning on or after January 1,
e
1995, and before January 1, 2005, a Qu-n‘t*mgﬂ person who is the employee

unt of money toward the

of another person if the-pérson’s employer pays no

nnnnnn

%
SECTION& 71.05 (8) (b) 3B( of the statutes is created to read:
2b
71.05 (6) (b) 38( For taxable years beginning after December 31, 2@@’?,/ a2y
g&hl’f betor « 3&%5««&?7’ }Uﬁ;z A '®

[amount paid by an individual, other than a person to whom subd. 19. applies, who

has no employer ¢

W{I}W&@ ﬁhﬁ\@ﬁw&mmsm%or medical

care insurance for the individual, his or her spouse, and the individual’s dependents,

calculated as follows: Thirty- Lthree and %’gui‘ tenths
a. Wt\@jpercent of the amount paid by the individual for medical

insurance. In this subdivision, “medical care insurance” means a medical care
insurance policy that covers the individual, his or her spouse, and the individual’s
dependents and provides surgical, medical, hospital, major medical, or other health
service coverage, and includes payments made for medical care benefits under a
self-insured plan, but “medical care insurance” does not include hospital indemnity
policies or policies with ancillary benefits such as accident benefits or benefits for loss
of income resulting from a total or partial inability to work because of illness,
sickness, or injury. 79‘7

b. From the amount calculated under subd. W a., subtract the amounts
deducted from gross income for medical care insurance in the calculation of federal

adjusted gross income.

o055
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ASSEMBLY BILL 6 SECTION 2

c. For an individual who is a nonresident or part-year resident of this state,
multiply the amount calculated under subd. %/ a. or b., by a fraction the numerator
of which is the individual’s wages, salary, tip;, unearned income, and net earnings
from a trade or business that are taxable by this state and the denominator of which
is the individual’s total wages, salary, tips, unearned income, and net earnings from
a trade or business. In this subd. E/?/ ¢, for married persons filing separately “wages,
salary, tips, unearned income, and net earnings from a trade or business” means the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married persons filing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or business of both
spouses. 2 L

d. Reduce the amount calculated under subd. M a., b., or c. to the individual’s
aggregate wages, salary, tips, unearned income, amﬁi net earnings from a trade or

business that are taxable by this state. @

FETION 37107 (6) (&) 150t the statutes 18 sivended toread:

71.07¢5)(a) 15. The amount claimed as a deduction for medical care 1nsur )
under section 213 of the Internal Revenue Code that is exempt from-t8 in under

5. 71.05 (6) (b) 17. to 20. and 35. and the amount clai fed as a deduction for a

long—term care insurance policy under sectign.2

Code, as defined in section 7 702 (b the I

(@ (1) (D) of the Internal Revenue

al Revenue Code that is exempt

SECTION 4. Thitial applicability.
(1 This act first applies to taxable years beginning on January 1,2 005.

(END)
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1 ~SECTION 1. 71.05 (6) (b) 20. (intro.) of the statut::Wad% -

2 71.637@)”‘”(57‘“'ZO?ﬁ,4(.imn£ro.) For taxable years beginning on or after January 1,

3 1995, and before January 1, 200&3@“& fount paid by a person who is the employee

4 of another person E_Lhemployer mm@ﬁ_gggfward the

5 ’ dical care insurance, for medical care insurance for the pe;;&“rh@ or her

6 enden: y

37 .
7 SECTION%' 71.05 (6)?(']0) E%/ of the statutes is created to read: P02
B
8 71.05 (6) (b) B8/ For taxable years beginning after December 31, W a
sod belore Tapdny ) 2008, an ©

9 ﬁmount paid by an individual, other than a person to whom subd. 19. applies, who
10 has no employer or®ho4s the-e ‘ ndi 4
11 WW@@W@K@@MW, for medical
12 care insurance for the individual, his or her spouse, and the individual’s dependents,
13 : .

calculated as follows P Sty 5 o A seven {enths
14 a. Whﬁ\gd'ﬂypercent of the amount paid by the individual for medical care
15 insurance. In this subdivision, “medical care insurance” means a medical care
16 insurance policy that covers the individual, his or her spouse, and the individual’s
17 dependents and provides surgical, medical, hospital, major medical, or other health
18 service coverage, and includes payments made for medical care benefits under a
19 self-insured plan, but “medical care insurance” does not include hospital indemnity
20 policies or policies with ancillary benefits such as accident benefits or benefits for loss
21 of income resulting from a total or partial inability to work because of illness,
22 sickness, or injury.
T

@, b. From the amount calculated under subd. @ﬁ/ a., subtract the amounts
24 deducted from gross income for medical care insurance in the calculation of federal

25 adjusted gross income.
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SECTION 2

c. For an individual who is a nonresident or part——year resident of this state,
multiply the amount calculated under subd. W a. or b., by a fraction the numerator
of which is the individual’s wages, salary, tips, unearned income, and net earnings
from a trade or business that are taxable by this state and the denominator of which
is the individual’s total wages, salary, tips, unearned income, and net earnings from
a trade or business. In this subd. ﬁ?/ E,?t"or married persons filing separately “wages,
salary, tips, unearned income, and net earnings from a trade or business” means the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married persons filing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or business of both
spouses.

d. Reduce the amount calculated under subd. ﬁ?/ a. ?1; or c. to the individual’s
aggregate wages, salary, tips, unearned income, and net earnings from a trade or

business that are taxable by this state. ®

< SECTION 3. 71.07 (5) (a) 15. of the statutes is amended to read:

«\

71. 07 5) (a) 15. The amount claimed as a deduction for medical care msurance ;

s. 71.05 (6) (b) 17. to ZOand 35. and the amount claim S a deduction for a

\
long—term care insurance policy under section 21

(1) (D) of the Internal Revenue
Code, as defined in section 7702B (b)ﬁf%l?eﬂgternal Revenue Code that is exempt
from taxation under s. 71m 26.

SECTION 4 Iﬁ@aﬁpphcablhty

1) T@: first applies to taxable years beginning on January 1, 2005.

(END)
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e,

SECTION 1. 71.05 (8) (b) 20. (intro.) of the statutes is amended to read:_

.,_‘N

71. 05 (6) (b) 20: (intro. ) For taxable years beginning on or after J anuary. 1

,,,,,,, ,,_.«»v’f

1995, and before January 1, 2005, an amountvpmd by a perao«nffWMe employee

w”‘"”

of another person if the persons employer pays no amount of’money toward the

ouse and the person’s denendents calculated as foll

SECTION/E/ 71.05 (6) (b) 35/ of the statutes is created to read:
71.05 (6) (b) 13’9/ Fcr taxable years beginning after December 31, Z@G},/an
amount paid by an individual, other than a person to whom subd. 19. applies, who
has no employer qpWho

WW&&M% for medical

care insurance for the individual, his or her spouse, and the individual’s dependents,

calculated as follows:

a. One hundred percent of the amount paid by the individual for medical care
insurance. In this subdivision, “medical care insurance” means a medical care
insurance policy that covers the individual, his or her spouse, and the individual’s
dependents and provides surgical, medical, hospital, major medical, or other health
service coverage, and includes payments made for medical care benefits under a
self-insured plan, but “medical care insurance” does not include hospital indemnity
policies or policies with ancillary benefits such as accident benefits or benefits for loss
of income resulting from a total or partial inability to work because of illness,
sickness, or injury.

3
b. From the amount calculated under subd. 3@/ a., subtract the amounts
Vi

deducted from gross income for medical care insurance in the calculation of federal

adjusted gross income.

2007
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c. For an individual who is a nonresident or part-year resident of this state,
e
multiply the amount calculated under subd. &f a. or b., by a fraction the numerator

of which is the individual’s wages, salary, tips, unearned income, and net earnings

is the individual’s total wages, salary, tips, unearned income, and net earnings from

1
3
4 from a trade or business that are taxable by this state and the denominator of which
5
: . > . :
@ a trade or business. In this subd. 3 c., for married persons filing separately “wages,
7

salary, tips, unearned income, and net earnings from a trade or business” means the

8 separate wages, salary, tips, unearned income, and net earnings from a trade or
9 business of each spouse, and for married persons filing jointly “wages, salary, tips,
10 unearned income, and net earnings from a trade or business” means the total wages,
11 salary, tips, unearned income, and net earnings from a trade or business of both
12 spouses. ‘ 2, g
@ d. Reduce the amount calculated under subd. é}g/a., b., or c. to the individual’s
14 aggregate wages, salary, tips, unearned income, an(; net earnings from a trade or
15 business that are taxable by this state.
16 SECTION 3. 71.07 (5) (a) 15. of the statutes is amended to read:
17 71.07 (5) (a) 15. The amount claimed as a deduction for medical care insurance
18 under section 213 of the Internal Revenue Code that is exempt from taxation under

/ 36'/ g?'/ émdgﬁ.
19 g. 71.05 (6) (b) 17. to 20. M,SS.( and the amount claimed as a deduction for a

20 long-term care insurance policy under section 213 (d) (1) (D) of the Internal Revenue
21 Code, as defined in section 7702B (b) of the Internal Revenue Code that is exempt
22 from taxation under s. 71.05 (6) (b) 26. ) 21,072(5)Ca) /s,
gL-the sortutes ;
23 SECTION 4. Initial applicability.
The trastment of sectiopy

24 (1) /Ty zetyfirst applies to taxable years beginning on J anuaryll, 2005.

7



