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From: Walsh, Patrick

Sent: Friday, October 14, 2011 1:12 PM

To: Kreye, Joseph

Subject:  Bill Drafting Request

Joe,

Could you please draft a bill that does the following:

epeal the changes made to the combined reporting law made in the 2011-13 budget. Please
return the law to as it was in the 2009-11 State Budget.

nes (Be‘@ thg Earned Income Tax Credit (EITC) changes made in the 2011 - 13 Budget.

ME 7Hepeal the changes made to the homestead tax credit (restore indexing it with inflation)

omestic Production Activities Income Tax Credit

gains - eliminate Wisconsin's individual income tax exclusion for long-term capital gains,
ther than gains on certain assets used in farming. Maintain the current exclusion for income from
the sale of capital assets held for more than one year if the asset is farm livestock, farm real
property, depreciable farm property, or farm equipment.

VRénstate the estate tax for inheritences over $1 million (exempt farms)
Please feel free to call if you have any questions.

Thank you very much.

Patrick Walsh
Legislative Aide
Office of Representative Chris Taylor

Patrick.Walsh@legis.wisconsin.gov
(608) 266-5342
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AN zdiél1 ...; relatingto: disregarding a taxpayer’s election to include another in
its combihed group, disallowing certain carry-forward amounts for combined
reporting purposes, repealing the income and franchise tax crédit for qualified
production activities income, repealing the changes made to the earned income
tax credit in 2011 Wisconsin Act 32, restoring indexing provisions to the

homestead tax credit, eliminating the individual income tax exclusion for

long-term capital gains other than for farm ass;% computing the estate

NTERT (-
W/

tax based on 2009 federal la

Analysis by the Legislative Reference Bureau

Combined reporting

Under current law, a taxpayer may elect to include in its combined group, for
income and franchise tax reporting purposes, every corporation in its commonly
controlled group, regardless of whether such corporations are engaged in the same
unitary business of the taxpayer. Under current law, the Department of Revenue
(DOR) may not disallow such an election, or disregard its effect. Under this bill, if
DOR determines that such an election has the effect of tax avoidance, DOR must
disregard the election’s tax effect or disallow the election.”

Under current law, for each taxable year that a corporation that is a member
of a combined group has net business loss carry-forward from a taxable year
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beginning before January 1, 2009, the corpmzmble years, use up
to 5 percent of the net business loss carry-forward to offset the income of all other

members of the combined group. The bill eliminates this provision. “
Qualified production activities income credit

Under the federal Internal Revenue Code, a taxpayer may claim a deduction
equal to 9 percent of the taxpayer’s qualified production activities income in the
taxable year or 9 percent of the taxpayer’s total taxable income, whichever is less.
For federal tax purposes, qualified production activities income is, generally, the
amount of the taxpayer’s domestic production gross receipts that exceed the sum of
the cost of goods sold and other expenses, losses, or deductions. Domestic production
gross receipts are, generally, gross receipts derived from property that was
manufactured, produced, grown, or extracted in the United States.

Under current law, an individual taxpayer may claim a state income tax credit
equal to the taxpayer’s qualified production activities income derived from
manufacturing property and agricultural property, multiplied by a certain
percentage.” A corporation or insurer may claim a state income and franchise tax
credit equal to the lesser of its taxable income apportioned to this state or its qualified

roduction activities income derived from manufacturing property or agricultural
property) multiplied by a certain percentage.” The percentage of qualified production
activities income that a taxpayer may claim as a credit is 1.875 percent for 2013,3.75
percent for 2014, 5.526 percent for 2015, and 7.5 percent for 2016 and for each year
thereafter.”

The bill eliminates the tax credit for qualified production activities income.

Estate tax v '

Under current law, the estate tax is equal to the federal estate tax credit allowed
for state death taxes as computed under the federal estate tax law in effect on the day
of the decedent’s death. Under current federal law, the estate tax is imposed on
(Estatesyof $5,000,000 oF moreyfnd the federal credit for state death taxes has been

nated for 2011 and 2012.

e E elimi .
\ ﬁ”" i Under this bill, for deaths occurring after December 31, 2011, the estate tax is

fadit

e

‘&eredit (EITC) is reduced for claimants with two or fnore qualifying children. (Chis

equal to the federal estate tax credit allowed for state death taxes as computed under

the federal estate tax law in effect on December 31, nder the bill, the tax
imposed on estates of $1,000,000 or more, but not on property used in farming.

Earned income tax credit
Under current law, as created in 2011 Wiscorjsin Act 32, the earned income

repeals those provisions and restores former law. Under the bill, the EITC, as a
percentage of the federal credit, would be(four) percent for claimants with one
qualifying child, 14 percent for claimants with two qualifying children, and 43
percent for claimants with three or more qualifying children.

Homestead tax credit
Under current law, as created in 2011 Wisconsin Act 32, the homestead tax

credit formula factors (maximum income, maximum property taxes, and income

threshold) are not indexed for inflation after 2010. @{bill repeals those provisions

Tre

2002
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and restores former law. Under the bill, the homestead tax credit formula factors
would be indexed for inflation for 2011 and beyond.

Exclusion of capital gains

Under current law, there is an income tax exclusion for individuals, fiduciaries,
members of limited liability companies and partnerships, and shareholders of
tax-option corporations for 30 percent of the net long-term capital gains realized
from the sale of assets held more than one year and the sale of all assets acquired
from a decedent, and an exclusion for 60 percent of such gains realized from the sale
of farm assets held more than one year and the sale of all farm assets acquired from
a decedent.

Under this bill, the exclusion of 30 percent of such net long-term capital gains,
and all assets acquired from a decedent, does not apply to taxable years beginning
after December 31, 2011.”The bill does not affect the exclusion of the gains realized
from the sale of farm assets held more than one year and the sale of farm assets
acquired from a decedent.”

Because this bill relates to an exemption from state or local taxes, it may be

referred to the Joint Survey Committee on Tax Exemptions for a report to be printed
XTMAY, as an appendix to the bill. W é’\—\
S?)& f g For further information see the statj/h(s al e ate avhich will be printed as

e A

appendix to this bill.

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

/
SECTION 1. 71.01 (14) of the statutes is amended to read:

2 71.01 (14) “Wisconsin net operating loss” of persons other than corporations
3 means “federal net operating loss” adjusted as prescribed in s. 71.05 (6) (a) and (b),
4 (7) to (12) and (19) to (21), exsept—s—ll—@é—%@}—(b;—g‘, except that no deductions
5 allowable on schedule A for federal income tax purposes are allowable.

History: 1987 a. 312, 1987 a. 411 ss. 6 to 8, 88‘7‘? 31; 1989 a. 31, 100, 336; 1991 a. 39, 269; 1993 a. 16, 112, 437; 1995 a. 27, 380, 428; 1997 a. 27, 37, 237; 1999 a. 9, 194;
2001 a. 109; 2003 a. 33; 2005 a. 25, 49, 362; 2 .20, 226; 2009 a. 2, 28, 161, 183; 2011 a. 32.

SECTION 2. 71.05 (6) (a) 15. of the statutes, as affected by 2011 Wisconsin Act

6
7 32, is amended to read:
8 71.05(6) (a) 15. The amount of the credits computed unders. 71.07 (2dd), (2de),
9 (2dD), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), (2dy), (3g), (3h), (3n), (3p), (SQ), (3r),
10 (3rm), (3rn), (3s), (8t), (3w), (5e), (51), (5h), (51), (5)), (5k), Ba); (5r), (5rm), and (8r) and
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- SECTION 2
1 not passed through by a partnership, limited liability company, or tax-option
2 corporation that has added that amount to the partnership’s, company’s, or

3 tax-option corporation’s income under s. 71.21 (4) or 71.34 (1k) (g).

History: 1987 a. 312; 1987 a. 411 ss. 42, 43,45, 47 t0 49, 51 to 53; 1989 a, 31, 46; 1991 a. 2, 37, 39, 269; 1993 a. 16, 112, 204, 263, 437; 1995 a. 27, 56, 209, 227, 261, 371,
403, 453; 1997 a. 27, 35, 39, 237; 1999 a. 9, 32, 44, 54, 65, 16; 2001 a. 16, 104, 105, 109; 2003 a. 85, 99, 119, 135, 183, 255, 289, 321, 326; 2005 a. 22, 25, 216, 254, 335, 361,
479, 483; 2007 a. 20, 96, 226; 2009 a. 2, 28, 205, 265, 269, 276, 295, 332, 344; 2011 a. 3, 5, 10, 32; 5. 13.92 (1) (bm) 2.

SEcCTION 3. 71.05 (6) (b) 9. of the statutes is amended to read:

4
5 71.05 (6) (b) 9. On assets held more than one year and on all assets acquired
6

from a decedent, 30 percent of the capital gain as computed under the internal

7 revenue code, not including capital gains for which the federal tax treatment is
8 determined under section 406 of P.L. 99-514; not including amounts treated as
9 ordinary income for federal income tax purposes because of the recapture of
10 depreciation or any other reason; and not including amounts treated as capital gain
11 for federal income tax purposes from the sale or exchange of a lottery prize. For
12 purposes of this subdivision, the capital gains and capital losses for all assets shall
13 be netted before application of the percentage. This subdivision does not apply to

14 taxable years that begin after December 31, 2011.

History: 1987 a. 312; 1987 a. 411 s5. 42, 43, 45, 47 t0 49, 51 to 53; 1989 a. 31, 46; 1991 a. 2, 37, 39, 269; 1993 a. 16, 112, 204,263, 437; 1995 a. 27, 56, 209, 227, 261, 371,
403, 453; 1997 a. 27, 35, 39, 237; 1999 a. 9, 32, 44, 54, 65, }67; 2001 a. 16, 104, 105, 109; 2003 a. 85, 99, 119, 135, 183, 255, 289, 321, 326- 2005 a. 22,125,216, 254, 335, 361,
479, 483; 2007 a. 20, 96, 226; 2009 a. 2, 28, 205, 265, 269, 276, 295, 332, 344; 2011 a. 3, 5, 10, 32; 5. 13.92 (1) (bm) 2.

15 SECTION 4. 71.05 (6) (b) 9m. of the statutes is amended to read:

16 71.05(6) (b) 9m. On farm assets held more than one year and on all farm assets
17 acquired from a decedent, to the extent that they are not subtracted under subd. 8.
18 er 10., 60 percent of the capital gain as computed under the Internal Revenue Code,
19 not including capital gains for which the federal tax treatment is determined under
20 section 406 of P.L. 99-514; not including amounts treated as ordinary income for
21 federal income tax purposes because of the recapture of depreciation or any other
22 reason; and not including amounts treated as capital gain for federal income tax

23 purposes from the sale or exchange of a lottery prize. In this subdivision, “farm
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1 assets” means livestock, farm equipment, farm real property, and farm depreciable
2 property. For purposes of this subdivision, the capital gains and capital losses for all
3 assets shall be netted before application of the percentage.

History: 1987 a. 312; 1987 a. 411 ss. 42, 43, 45, 47 0 49, 51 to 53; 1989 a. 31, 46; 1991 a. 2, 37, 39, 269; 1993 a. 16, 112, 204, 263, 437, 1995 a. 27, 56, 209, 227, 261, 371,
403, 453: 1997 a. 27, 35, 39, 237; 1999 2. 9, 32, 44, 54, 65, 167,2001 a. 16, 104, 105, 109; 2003 a. 85, 99, 119, 135, 183, 255, 289, 321, 326: 2005 a. 22,25, 216, 254, 335, 361,
479, 483; 2007 a. 20, 96, 226; 2009 a. 2, 28, 205, 265, 269, ¥76, 295, 332, 344; 2011 a. 3, 5, 10, 32; 5. 13.92 (1) (bm) 2.

4 SECTION 5. 71.05 (6) (b) 25. of the statutesﬂis amended to read:

5 71.05 (6) (b) 25. All gains that are not excluded from taxation under subd. 9,

. l/ . - . . . .
6 enbusiness-assets-or 9m. on assets used in farming, including shares in a corporation

7 or trust that meets the standards under s. 182.001 (1), or both, held more than one

8 year, that are sold or otherwise disposed of to persons who are related to the seller

9 or transferor by blood, marriage or adoption within the 8rd degree of kinship as
10 determined under s. 990.001 (16), as computed under the Internal Revenue Code, not
11 including amounts treated as ordinary income for federal income tax purposes
12 because of the recapture of depreciation or any other reason.

~ ag cceoted by qovl Wisconsin Act 3

History: 1987 a. 312; 1987 a. 411 s5. 42, 43, 45, 47 t0 49, 51 to 53; 1989 a. 31, 46; 1991 a. 2, 37, 39, 269; 1994 a. 16, 112, 204, 263, 437; 1995 a. 27, 56, 209, 227, 261, 371,
403,453, 1997 a. 27, 35, 39, 237; 1999 a. 9, 32, 44, 54, 65, 167; 2001 a. 16, 104, 105, 109; 2003 a. 85, 99, 119, 155, 183, 255, 289, 321, 326: 2005 a. 22,25, 216,254, 335, 361,
979, 483; 2007 a. 20, 96, 226; 2009 a. 2, 28, 205, 265, 269, 276, 295, 332, 344; 2011 a. 3, 5, 10, 32; 5. 13.92 ([) (bm) 2.
13

SECTION 6. 71.05 (6) (b) 47. b. of the statutes|is amended to read:

14 71.05 (6) (b) 47. b. With respect to partners and members of limited liability
15 companies, for taxable years beginning after December 31, 2010, for 2 consecutive
16 taxable years beginning with the taxable year in which the partnership’s or limited
17 liability company’s business locates to this state from another state or another
18 country and begins doing business in this state, as defined in s. 71.22 (1r), and subject
19 to the limitations provided under subd. 47. d. and e., the partner’s or member’s
20 distributive share of taxable income as calculated under section 703 of the Internal
21 Revenue Code; plus the items of income and gain under section 702 of the Internal
22 | Revenue Code, including taxable state and municipal bond interest and excluding

23 nontaxable interest income or dividend income from federal government obligations;
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SECTION 6

1 minus the items of loss and deduction under section 702 of the Internal Revenue
2 Code, except items that are not deductible under s. 71.21; plus guaranteed payments

to partners under section 707 (c) of the Internal Revenue Code; plus the credits

=

claimed under s. 71.07 (2dd), (2de), (2di), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), (2dy),
(3g), (3h), (3n), (3p), (3g), (3r), (3rm), (3rn), (3s), (3t), (Bw), (5e), (50, (5g), (5h), (51),

(5j), (8k), (5r), (5rm), and (8r); and plus or minus, as appropriate, transitional

adjustments, depreciation differences, and basis differences unders. 71.05 (13), (15),

(16), (17), and (19), multiplied by the apportionment fraction determined in s. 71.04

© o 3 o W

(4) and subject to s. 71.04 (7) or by separate accounting. No amounts subtracted

10 under this subd. 47. b. may be included in the modification under par. (b) -2 9m.
3 S crected by 20Ul Wisconsim Aet 3y

History: 1987 a. 312; 1987 a. 411 ss. 42, 43, 45, 47 t0 49, 51 to 53; 1989 a. 31, 46; 1991 a. 2, 37, 39, 269; 1993 £ 16, 112, 204, 263, 437; 1995 a. 217, 56, 209, 227, 261, 371,
403, 453; 1997 a. 27, 35, 39, 237; 1999 a. 9, 32, 44, 54, 65, 167; 2001 a. 16, 104, 105, 109; 2003 a. 85, 99, 119, 135, 183, 255, 289, 321, 326; 2005 a. 22,25, 216, 254, 335, 361,
@79, 483; 2007 a. 20, 96, 226; 2009 a. 2, 28, 205, 265, 269, 276, 295, 332, 344; 2011 a. 3, 5, 10, 32; 5. 13.92 (1) (bm) 2.
1

SECTION 7. 71.05 (6) (b) 47. c. of the statutes/is amended to read:

12 71.05 (6) (b) 47. c. With respect to shareholders of a tax-option corporation, for
13 taxable years beginning after December 31, 2010, for 2 consecutive taxable years
14 beginning with the taxable year in which the tax-option corporation’s business
15 locates to this state from another state or another country and begins doing business
16 in this state, as defined in s. 71.22 (1r), and subject to the limitations provided under
17 subd. 47. d. and e., the shareholder’s distributive share of the entity’s net income or
18 loss as determined under this chapter, including interest income from federal, state,
19 and municipal government obligations, multiplied by the apportionment fraction
20 determined in s. 71.25 (6m) and subject to s. 71.25 (9) or by separate accounting. No
21 amounts subtracted under this subdivision may be included in the modification
22 under par. (b) 9-or 9m. /y 0 af'(e&ed By Dol \A)I'Sc omﬁ;w Ak ?3)’\

History: 1987 a. 312; 1987 a. 411 ss. 42, 43, 45, 47 10 49, 51 to 53; 1989 a. 31, 46; 1991 a. 2, 37,39, 269; 1993 a. 16, 112, 204, 263, 437; 1995 a. 27, 56, 209, 227, 261, 371,
403, 453; 1997 a. 27, 35, 39, 237; 1999 a. 9, 32, 44, 54, 65, 167; 2001 a. 16, 104, 105, 109; 2003 a. §5, 99, 119, 135, 183, 255, 289, 321, 326; 2005 a. 22, 25, 216, 254, 335, 361,
@9, 483; 2007 a. 20, 96, 226; 2009 a. 2, 28, 205, 265, 269, 276, 295, 332, 344; 2011 a. 3, 5, 10, 32; 5. 13.92 (1) (bm) 2.
23

SECTION 8. 71.05 (8) (b) of the statutes|is amended to read:
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SECTION 8

1 71.05 (8) (b) A Wisconsin net operating loss may be carried forward against

]

Wisconsin taxable incomes of the next 15 taxable years, if the taxpayer was subject
to taxation under this chapter in the taxable year in which the loss was sustained,
to the extent not offset against other income of the year of loss and to the extent not
offset against Wisconsin modified taxable income of any year between the loss year

and the taxable year for which the loss carry-forward is claimed. In this paragraph,

= & Ot b W

“Wisconsin modified taxable income” means Wisconsin taxable income with the

following exceptions: a net operating loss deduction or offset for the loss year or any

© @

taxable year thereafter is not allowed, the deduction for long-term capital gains

10 under subs. (6) (b) 9-and 9m. and (25) is not allowed, the amount deductible for losses

11 from sales or exchanges of capital assets may not exceed the amount includable in
12 income for gains from sales or exchanges of capital assets and “Wisconsin modified
13 taxable income” may not be less than zero. ~os Created by 301l Wisionsin Ad3

History: 1987 a. 312; 1987 a. 411 ss. 42, 43, 45, 47 t0 49, 51 to 53; 1989 a. 31, 46; 1991 a. 2, 37, 39, 269; 1993 a. 18, 112, 204, 263, 437; 1995 a. 217, 56, 209, 227, 261, 371,
3, 453; 1997 2. 27, 35, 39, 237, 1999 2.9, 32, 44, 54, 65, 167; 2001 a. 16, 104, 105, 109; 2003 a. 85, 99, 119, 135, 183, 255, 289, 321, 326; 2005 a. 22, 25, 216, 254, 335, 361,
479,483; 2007 a. 20, 96, 226; 2009 a. 2, 28, 205, 265, 269, 276, 295, 332, 344; 2011 a. 3, 5, 10, 32; 5. 13.92 (1) (bfn) 2.

SECTION 9. 71.05 (25) (b) (intro.) of the statutes\is amended to read:

15 / 71.05 (25) (b) (intro.) For taxable years beginning after December 31, 2015, for
16 a Wisconsin capital asset that is purchased after December 31, 2010, and held for at
17 least 5 years, a claimant may subtract from federal adjusted gross income the lesser
)r 18 of one of the following amounts, to the extent that it is not subtracted under sub. (6)

!4 ’/\0\ //.19 (b) 9—6r 9m.:

History: 1987 a. 312; 1987 a. 411 ss. 42, 43, 45, 47 10 49, 51 t0 53; 1989 a. 31, 46; 1991 a. 2, 37, 39, 269; 1993 a. 16, 112, 204, 263, 437; 1995 a. 27, 56, 209, 227,261, 371,
A 403, 453; 1997 a. 27, 35, 39, 237; 1999 a. 9, 32, 44, 54, 65, 16 1a. 16, 104, 105, 109; 2003 a. 85, 99, 119, 135, 183, 255, 289, 321, 326; 2005 2. 22, 25, 216, 254, 335, 361,
79, 483; 2007 a. 20, 96, 226; 2009 a. 2, 28, 205, 265, 269876, 295, 332, 344; 2011 a. 3, 5, 10, 32; 5. 13.92 (1) (bm) 2. ’

20 ) SEcTION 10. 71.07 (5n) of the statutes, as created by 2011 Wisconsin Act 32, is
21 repealed.

v
22 SECTION 11. 71.07 (9e) (af) (intro.) of the statutes, as affected by 2011 Wisconsin

23 Act 32, is amended to read:



2011 - 2012 Legislature -8~ LRB-3206/P1

JK&MES........
SEcTION 11
1 71.07 (9e) (af) (intro.) For taxable years beginning after December 31, 1995,
2 and-before-January 1;-2011; any natural person may credit against the tax imposed
3 under s. 71.02 an amount equal to one of the following percentages of the federal
4 basic earned income credit for which the person is eligible for the taxable year under
;Lﬂﬁ{,ﬁ“""”‘*«.ﬁ,\5 section 32 (b) (1) (A) to (C) of the Internal Revenue Code:

% SEcTION 12. 71.07 (Qi) (aj) of the statutes, as created by 2311 Wisconsin Act 32,
7 is repealed.

ke o _
8 ! SECTION 13. 71.10 (4) (cr) of the statutes, as created by 2011 Wisconsin Act 32,
9 is repealed.

10 SEcTION 14. 71.21 (2) of the statutes, as affected by 2611 Wisconsin Act 32, is

11 amended to read:

12 71.21 (4) Credits computed by a partnership under s. 71.07 (2dd), (2de), (2di),

13 (2dj), (2dL), (2dm), (2ds), (2dx), (2dy), (3g), (3h), (3n), (3p), (3g), (3r), (3rm), (3rn), (3s),
14 (3t), (3w), (5e), (50, (5g), (5h), (51), (5)), (5k), (5n), (51), (5rm), and (8r) and passed

15 through to partners shall be added to the partnership’s income.
History: 1987 a. 312, 411; 1989 a. 31; 1993 a. 112; 1995 a. 27, 400; 1997 a. 27; 2001 a. 16; 2003 a. 99, 135, 255, 326; 2005 a. 74, 361, 479, 483; 2007 a. 20, 96; 2009 a. 2,
28, 265, 269, 295, 332; 2011 a. 32. (/ v
16 SECTION 15. 71.255 (2m) (d) of the statutes, as affected by 2011 Wisconsin Act
17 32, is amended to read:
18 71.255 (2m) (d) The department maynet shall disregard the tax effect of an
19 election under this subsection, or disallow the election, with respect to any controlled

20 group member or members for any year of the election period, if the department
21 determines that the election has the effect of tax avoidance.

History: 2009 a. 2, 28, 276; 2011 a. 32. v

22 SECTION 16. 71.255 (6) (a) of the statutes, as affected by 2011 Wisconsin Act 32,

P

23 is amended to read:
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SECTION 16
1 71.255 (6) (a) Except as provided in pars. (b);~bm); and (c) no tax credit,
2 Wisconsin net business loss carry-forward, or other post-apportionment deduction
3 earned by one member of the combined group, but not fully used by or allowed to that |
4 member, may be used in whole or in part by another member of the combined group
5 or applied in whole or in part against the total income of the combined group. A
6 member of a combined group may use a carry-forward of a credit, Wisconsin net
7 business loss carry-forward, or other post-apportionment deducﬁon otherwise
8 allowable under s. 71.26 or 71.45, that was incurred by that same member in a
9 taxable year beginning before January 1, 2009.
10 e 20093%302';‘61(2)01: alg 71.255 (6) (bm) of the statutes, as created by 2011 Wisconsin Act
11 32, is repealed.
12 SECTION 18. 71.26 (2) (33/4. of the statutes, as affected by 2011 Wisconsin Act
13 32, is amended to read:
14 71.26 (2) (a) 4. Plus the amount of the credit computed under s. 71.28 (1dd),

15 (1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), (1dy), (3g), (8h), (3n), (3p), (3q), (3r),
16 (3rm), (3rn), (3t), (3w), (5e), (50), (5g), (5h), (51), (5)), (5k), (5u); (51), (5rm), (8r), and

17 (9s) and not passed through by a partnership, limited liability company, or
18 tax-option corporation that has added that amount to the partnership’s, limited
19 liability company’s, or tax-option corporation’s income unders. 71.21 (4) or 71.34 (1k)
20 (g).

History: 1987 a. 312; 1987 a. 411 ss. 22, 124 to 129; 1989 a. 31, 336; 1991 a. 37, 39, 221, 269; 1993 a. 16, 112, 246, 263, 399, 437, 491; 1995 a. 27, 56, 351, 371, 380, 428;
1997 a. 27, 37, 184, 237; 1999 a. 9, 65; 1999 2. 150's. 672; 199 167 194; 2001 . 16, 38 106, 109; 2003 a. 33, 85,99, 135, 255, 326; 2005 a. 25, 74, 335 361, 362, 479,
483; 2007 2. 20, 96, 97, 151, 226; 2009 a. 2, 28, 161, 165, 1 3, 205, 265 269, 295, 332, 344; 2011 a. 3,51, ]0 32.

21 SECTION 19. 71.26 (4) (a) of the statutes, as affected by 2011 Wisconsin Act 32,

22 is renumbered 71.26 (4) and amended to read:
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@ 71.26 (4) Exeept—as—ppemded—m‘pa;—(-b),—g—bg corporation, except a tax-option

2 corporation or an insurer to which s. 71.45 (4) applies, may offset against its
3 Wisconsin net business income any Wisconsin net business loss sustained in any of
4 the next 15 preceding taxable years, if the corporation was subject to taxation under
5 this chapter in the taxable year in which the loss was sustained, to the extent not
6 offset by other items of Wisconsin income in the loss year and by Wisconsin net
7 business income of any year between the loss year and the taxable year for which an
8 offset is claimed. For purposes of this subsection Wisconsin net business income or
9 loss shall consist of all the income attributable to the operation of a trade or business
10 in this state, less the business expenses allowed as deductions in computing net
11 income. The Wisconsin net business income or loss of corporations engaged in
12 business within and without the state shall be determined under s. 71.25 (6) and (10)

13 to (12). Nonapportionable losses having a Wisconsin situs under s. 71.25 (5) (b) shall

14 be included in Wisconsin net business loss; and nonapportionable income having a
15 Wisconsin situs under s. 71.25 (5) (b), whether taxable or exempt, shall be included
16 in other items of Wisconsin income and Wisconsin net business income for purposes
17 of this subsection.

History: 1987 a. 312; 1987 a. 411 ss. 22, 124 to 129; 1989 a. 31, 336; 1991 a. 37, 39, 221, 269; 1993 a. 16, 112, 246, 263, 399, 437, 491; 1995 a. 27, 56, 351, 371, 380, 428;

1997 a. 27, 37, 184, 237; 1999 a. 9, 65; 1999 a. 150 5. 672; 1999 a. , 194; 2001 a. 16, 38, 106, 109; 2003 a. 33, 85, 99, 135, 255, 326 2005 a. 25, 74, 335, 361, 362, 479,
. 483; 2007 a. 20, 96, 97, 151, 226; 2009 a. 2, 28, 161, 165, 180, 1 205 265, 269, 295, 332, 344; 2011 a. 3, 5, 7, 10, 32.
18 SECTION 20. 71.26 (4) (b) of the statutes, as created by 2011 Wisconsin Act 32,
19 is repealed.
v

20 SECTION 21. 71.28 (5n) of the statutes, as created by 2011 Wisconsin Act 32, is
21 repealed. v
22 SECTION 22. 71.30 (3) (dn) of the statutes, as created by 2011 Wisconsin Act 32,

23 is repealed.
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SECTION 23
< -~
1 SECTION 23. 71.34 (1k) (g) of the statutes, as affected by 2011 Wisconsin Act 32,
2 is amended to read:
3 71.34 (1k) (g) An addition shall be made for credits computed by a tax-option

4 corporation under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), (1dy),
S (3), (3g), (3h), (3n), (8p), (8q), (3r), (3rm), (3rn), (3t), (3w), (5e), (5f), (5g), (5h), (51), (5j),
6 (5k), €6n); (5r), (5rm), and (8r) and passed through to shareholders.

History: 1987 a. 312; 1987 a. 411 ss. 18, 23, 146; 1989 a. 31, 336 1991 a. 39, 269; 1993 a. 16, 437; 1995 a. 27, 380, 428: 1997 a. 27, 37, 237; 1999 a. 9, 194; 2001 a. 16,
109; 2003 a. 33, 99, 135, 255, 326; 2005 a. 25, 49, 74, 361, 479, 483; 2007 a. 20, 96, 226; 2009 a. 2, 28, 161, 183, 265, 269, 295, 332: 2011 a. 32.

7 SECTION 24. 71.36 (1m) (a) of the statutes is amended to read:
8 71.36 (1m) (a) A tax-option corporation may deduct from its net income all
9 amounts included in the Wisconsin adjusted gross income of its shareholders;-the

10 capital gain-deduction-under s-71.05(6)-(b)}- 9. and all amounts not taxable to
11 nonresident shareholders under ss. 71.04 (1) and (4) to (9) and 71.362.

History: 1987 a. 312; 1995 a. 27, 56; 1999 a. 65; 1999 a. ISO§/672 1999 a. 167; 2001 a. 38; 2009 a. 28, 205.

12  SECTION 25. 71.45 (2) (a) 10. of the statutes, as affected by 2011 Wlsconsm Act
13 32, is amended to read:
14 71.45 (2) (a) 10. By adding to federal taxable income the amount of credit

15 computed under s. 71.47 (1dd) to (1dy), (3g), (3h), (8n), (3p), (3g), (3r), (3rm), (3rn),
16 (8w), (5e), (50), (5g), (5h), (5i), (5), (5k), (51;% (51), (6rm), (8r), and (9s) and not passed
17 through by a partnership, limited liability company, or tax-option corporation that
18 has added that amount to the partnership’s, limited liability company’s, or
19 tax-option corporation’s income under s. 71.21 (4) or 71.34 (1k) (g) and the amount

20 of credit computed under s. 71.47 (1), (3), (3t), (4), (4m), and (5).

History: 1987 a. 312; 1989 a. 31, 336, 359; 1991 a. 37, 39, 269; 1993 a. 16, 112, 263, 437; 1995 a. 27, 56, 371, 380; 1997 a. 27, 37, 237; 1999 a. 9, 65: 1999 a. 150 s. 672;
1999 a. 167, 194; 2001 a. 16, 38, 109; 2003 a. 37, 85, 99‘? 255, 326; 2005 a. 74, 297, 335, 361, 479, 483; 2007 a. 20, 96, 226; 2009 a. 2, 28, 165, 205, 265, 269, 295, 332,
344; 2011 a. 3, 5, 32.

21 SECTION 26. 71.45 (4) (a) of the statutes, as affected by 2011 Wlsconsm Act 32,

22 is renumbered 71.45 (4) and amended to read:
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SECTION 26
1 71.45 (4) Except-as-providedinpar—(b) insurers Insurers computing tax under
2 this subchapter may subtract from Wisconsin net income any Wisconsin net business
3 loss sustained in any of the next 15 preceding taxable years to the extent not offset
4 by Wisconsin net business income of any year between the loss year and the taxable
5 year for which an offset is claimed and computed without regard to sub. (2) (a) 8. and
6 9. and this subsection and limited to the amount of net income, but no loss incurred
7 for a taxable year before taxable year 1987 by a nonprofit service plan of sickness care
8 under ch. 148, or dental care under s. 447.13 may be treated as a net business loss
9 of the successor service insurer under ch. 613 operating by virtue of s. 148.03 or
10 447.13.
History: 1987 a. 312; 1989 a. 31, 336, 359; 1991 a. 37, 39, 269; 1993 a. 16, 112, 263, 437; 1995 a. 27, 56, 371, 380; 1997 a. 217, 37,237; 1999 a. 9, 65; 1999 a. 150 s. 672;
;33?28(')]116:711 ;9‘;; :23(2)01 a. 16, 38, 109; 2003 a. 37, 85, 99, 135, 252?}26; 2005 a. 74, 297, 335, 361, 479, 483; 2007 a. 20, 96, 226; 2009 a. 2, 28, 165, 205, 265 269, 295, 332,
11 SECTION 27. 71.45 (4) (b) of the statutes, as created by 2011 Wisconsin Act 32,
12 is repealed.
e v
13 SECTION 28. 71.47 (5n) of the statutes, as created by 2011 Wisconsin Act 32, is
14 repealed.
Vs y
15 SECTION 29. 71.49 (1) (dn) of the statutes, as created by 2011 Wisconsin Act 32,
16 is repealed. y
[
17 SECTION 30. 71.54 (1) (D) (intro.) of the statutes, as affected by 2011 Wisconsin

18 Act 32, is amended to read:
19 71.54 (1) (f) 2001 to-2011 and thereafter. (intro.) Subject to sub. (2m), the
20 amount of any claim filed in 2001 $e-2011 and thereafter and based on property taxes

21 accrued or rent constituting property taxes accrued during the previous year is
22 limited as follows:

V{/ v
23 SECTION 31. 71.54 (1) (g) of the statutes, as created by 2011 Wisconsin Act 32,

24 is repealed.
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v
SECTION 32. 71.54 (2) (b) 3. of the statutes, as affected by 2011 Wisconsin Act

. 32, is amended to read:

71.54 (2) (b) 3. Subject to sub. (2m), in calendar years1990-to-2010 year 1990
or any sub nt calendar $1,450.

SECTION 33. 71.54 (2) (b) 4. of the statutes, as created by 2011 WisZonsin Act
32, is repealed. 5
| SECTION 34. 71.54 (2m) of the statutes, as affected by 2011 Wisconsin Act 32,
is amended to read:

71.54 (2m) INDEXING FOR INFLATION; 2010 AND THEREAFTER. (a) For calendar years
beginning after December 31, 2009, and—befereé&m;ap_v,c—l,—zgl-l—, the dollar amounts
of the threshold income under sub. (1) () 1. and 2., the maximum household income
under sub. (1) (f) 3. and the maximum property taxes under sub. (2) (b) 3. shall be
increased each year by a percentage equal to the percentage change between the U.S.
consumer price index for all urban consumers, U.S. city average, for the 12-month
average of the U.S. consumer price index for the month of August of the year before
the previous year through the month of July of the previous year and the U.S.
consumer price index for all urban consumers, U.S. city average, for the 12-month
average of the U.S. consumer price index for August 2007 through July 2008, as
determined by the federal department of labor, except that the adjustment may occur
only if the percentage is a positive number. Each amount that is revised under this
paragraph shall be rounded to the nearest multiple of $10 if the revised amount is
not a multiple of $10 or, if the revised amount is a multiple of $5, such an amount
shall be increased to the next higher multiple of $10. The department of revenue

shall annually adjust the changes in dollar amounts required under this paragraph

and incorporate the changes into the income tax forms and instructions.
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SECTION 34
1 (b) The department of revenue shall annually adjust the slope under sub. (1)
2 (f) 2. such that, as a claimant’s income increases from the threshold income as
3 calculated under par. (a), to an amount that exceeds the maximum household income
4 as calculated under par. (a), the credit that may be claimed is reduced to $0 and the
5 department of revenue shall incorporate the changes into the income tax forms and
6 instructions.
7 SECTION 35. 72.01 ( 111;) of the statutes is amended to read:
8 72.01 (11m) “Federal credit” means, for deaths occurring after September 30,

9 2002, and before January 1, 2008, the federal estate tax credit allowed for state death
10 taxes as computed under the federal estate tax law in effect on December 31, 2000;
11 and; for deaths occurring after December 31, 2007, and before January 1, 2012, the
12 federal estate tax credit allowed for state death taxes as computed under the federal
13 estate tax law in effect on the day of the decedent’s death; and for deaths occurring
14 after December 3{. 2011, the federal estate tax credit allowed for state deat taxes
@ as computed under the federal estate tax law in effect on December 31‘, -—z-gi%

History: 1971 c. 310; 1973 ¢. 90; 1977 . 187 5. 135; 19770 418; 1977 c. 449 ss. 181, 497; 1981 ¢. 20, 317; 1983 a. 27, 186, 189, 212; 1985 a. 29, 261: 1987 a. 27: 1997
a. 27; 2001 a. 16.

16 SEcTION 36. 72.01 (lln) of the statutes is amended to read:

17 72.01 (11n) “Federal estate tax” means, for deaths occurring after September
18 30, 2002, and before January 1, 2008, the federal estate tax as computed under the
19 federal estate tax law in effect on December 31, 2000,-and; fof deaths occurring after

20 December 31, 2007, and before January 1, 2012, the federal estate tax as computed

21 under the federal estate tax law in effect on the day of the decedent’s death; and for

deaths occurring after December 31, 2011, the federal estate tax as computed under

. v
@ he federal estate tax law in effect on December 31, 20095 20072
i

History: 1971 c. 310; 1973 ¢. 90; 1977 c. 187 5. 135; 1977 c. 418; 1977 c. 449 ss. 181, 497; 1981 c. 20, 317; 1983 a. 27, 186, 189, 212; 1985 a. 29, 261; 1987 a. 27; 1997
a. 27; 2001 a. 16.
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SECTION 37
s

SECTION 37. 72.02 of the statutes is amended to read:

72.02 Estate tax imposed. An estate tax is imposed upon the transfer of all
property that is subject to a federal estate tax and that has a taxable situs in this
state, not includin in farming a ri r ion 464
of the Internal Revenue Code. The tax imposed is equal to the federal credit against

the federal estate tax as finally determined. If only a portion of a decedent’s property

has a taxable situs in this state, the tax imposed is the amount obtained by
multiplying the federal credit by a fraction the numerator of which is the value of the
decedent’s estate that has a taxable situs in this state and the denominator of which

is the total value of the property in the estate that qualifies for the federal credit.

History: 1987 a. 27; 2001 a. 16.

11
12
13
14
15
16
17
18
19
20
21
®
23

24

SECTION 38. 77.92 (4) of \t/he statutes, as affected by 2011 /Wisconsin Act 32, is
amended to read: ,

77.92 (4) “Net business income,” with respect to a partnership, means taxable
income as calculated under section 703 of the Internal Revenue Code; plus the items
of income and gain under section 702 of the Internal Revenue Code, including taxable
state and municipal bond interest and excluding nontaxable interest income or
dividend income from federal government obligations; minus the items of loss and
deduction under section 702 of the Internal Revenue Code, except items that are not
deductible under s. 71.21; plus guaranteed payments to partners under section 707
(c) of the Internal Revenue Code; plus the credits claimed under s. 71.07 (2dd), (2de),
(2di), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), (2dy), (3g), (3h), (3n), (3p), (3@), (3r),
(3rm), (3rn), (3s), (3t), (Bw), (5e), (50, (5g), (5h), (51), (5), (5k),45m)%; (5r), (5rm), and
(8r); and plus or minus, as appropriate, transitional adjustments, depreciation

differences, and basis differences under s. 71.05 (13), (15), (16), (17), and (19); but
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SECTION 38

1 excluding income, gain, loss, and deductions from farming. “Net business income,”
2 with respect to a natural person, estate, or trust, means profit from a trade or
3 business for federal income tax purposes and includes net income derived as an

employee as defined in section 3121 (d) (3) of the Internal Revenue Code.

History: 1989 a. 335; 1991 a. 39, 269; 1993 a. 16, 112, 490; 1995 a. 27, 209; 1997 a. 27; 1999 a. 9; 2001 a. 16; 2003 a. 99, 135, 255, 326; 2005 a. 74, 361, 479, 483; 2007
N 20, 96 2009 a. 2, 28, 265, 269, 295, 332; 2011 a. 32.

SECTION 39. Initial applicability.

6 (1) The treatment of section 71.255 (2ml§ (d) of the statutes first applies
retroactively to taxable years beginning on J anuary 1, 2009. ond
pd (2) The treatment of sections 71.01 (14), 71.05 (6) (b) 9m., 25.,&7. b.and c., (8)
(b)l(25) (b) (intro.), and 71.36 (1m) (a) of the statutes first applies to taxable years

beginning after December 31, 2011"

SEcTION 40. Effective date.
v

12 (1) The treatment of section 71.255 (2m) (d) of the statutes takes effect
h -
@ retroactively 6y) January 1, 2009.

14 ' (END)
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October 28, 2011 - Introduced by Representatives MASON, GRIGSBY, POCAN,
ZAMARRIPA, Roys, CLARK, MILROY, BEWLEY, TURNER, STEINBRINK, TOLES,
VRUWINK. ZEPNICK, E. Coccs, FIELDS, RINGHAND, BERCEAU, HEBL. YOUNG,
KessLER, HULSEY and JORGENSEN, cosponsored by Senators C. LARSON,
CARPENTER, S. CocGs, ErRPENBACH, HANSEN, HOLPERIN, RiSSER and WIRCH.
Referred to Joint Committee on Finance.

AN ACT to amend 38.28 (1m) (a) 1., 71.06 (1p) (¢), 71.06 (2) (g) 5., 71.06 (2) (h)

5.,71.06 (2¢) (b) and 71.09 (11) (f); and to create 20.292 (1) (cr), 38.31, 71.06 (1p)

(f), 71.06 (2) (g) 6. and 71.06 (2) (h) 6. of the statutes; relating to;

"

" technical college districts to reduce unemploymen‘@)creating a new individual

income tax upper bracket providing an exemption from emergency rule
LAY

3
procedures) granting rule-making authorit;%uand making appropriations/.
+ £

..M,WAM,*NM&WA.-WM%

«te. ~@nalysis by the Legisla ence |
his)/bill directs the Wisconsin Technical College System (WTCS) Board to
award grants to technical college districts for programs that assist in reducing
unemployment. To be eligible for a grant, a technical college district must meet
certain eligibility criteria relating to the unemployment rate of areas within the
district or recent increases in the unemployment rate of areas within the district.
Grants are available for three specified purposes:

1. To recruit, enroll, instruct, provide support services to, and pay the tuition
and fees of dislocated workers who enroll in the district. A dislocated worker is a
person who has been laid off or terminated from employment and meets certain
additional criteria; a person who was self-employed but is currently unemployed as
a result of economic conditions or natural disasters; or a displaced homemaker.

2. To recruit, enroll, instruct, and provide support services to adults who enroll
in the district in a program leading to a certificate of general educational
development (commonly referred to as a GED) or a high school equivalency diploma.

ive Refereri » Bureau ) e




‘ 2011 - 2012 Legislature —2- LRB-2739/2
PG&MES:cjs:jf
ASSEMBLY BILL 343

3. To expand existing capacity or create capacity in district programs for which
there are student waiting lists or that address projected workforce needs in the
district.

The bill authorizes the WTCS Board to modify the grant eligibility criteria and
the purposes for which grants may be awarded in order to ensure the eligibility of
district boards for grants awarded by the federal government for programs that \
improve completion rates and train workers for skilled occupations.

The bill directs the WTCS Board to give preference in awarding grants to
programs that serve persons who reside in areas with the highest unemployment
rates. The board must also submit annual reports to the governor and to the
legislature regarding the programs that ha : ed gra
Under currernt Iaw,; theré are five-income tﬁ‘i”bracms for smgle individuals, A
certain fiduciaries, heads of households, and married persons. The brackets are
indexed for inflation. The rate of taxation under current law for the lowest bracket
for single individuals, certain fiduciaries, heads of households, and married persons
is 4.6 percent of taxable income; the rate for the second bracket is 6.15 percent; the
rate for the third bracket is 6.5 percent; the rate for the fourth bracket is 6.75 percent;
and the rate for the highest bracket, which was created in the 2009-11 biennial
budget act, 2009 Wisconsin Act 28, is 7.75 percent.

For taxable year 2011, the highest bracket applies to taxable income exceeding
$224,210 for single individuals, certain fiduciaries, and heads of households. For
married persons, the highest current bracket applies to taxable income exceeding
$298,940 for joint filers and $149,470 for separate filers.

For taxable year 2012 and thereafter, this bill creates a sixth bracket with a
taxation rate of 8.75 percent. For single individuals, certain fiduciaries, and heads
of households, this bracket applies to taxable income exceeding $1,000,000. For
married persons, this bracket applies to taxable income exceeding $1,000,000 for
joint filers and $500,000 for separate filers. This bracket is indexed for inflation.

For further information see the state and local 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. 20.005 (3) (schedule) of the statutes: at the appropriate place, insert

the following amounts for the purposes indicated:
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2011-12 2012-13
20.292 Technical college system board
(1) TECHNICAL COLLEGE SYSTEM

(cr)  Grants to reduce unemployment GPR A -0- 35,800,000
v
SECTION 2. 20.292 (1) (cr) of the statutes is created to read:

20.292 (1) (cr) Grants to reduce unemployment. The amounts in the schedule
for grants to technical college districts to reduce unemployment under s. 38.31.

SEcTION 3. 3838 (Im) (a) 1. of the statutes is amended to read:

38.28 (1m) (a) 1. “District aidable cost” means the annual cost of operating a
technical college district, includiﬁg debt service charges for district bonds and
promissory notes for building programs or capital equipment, but excluding all
expenditures relating to auxiliary enterprises and community service programs, all
expenditures funded by or reimbursed with federal revenues, all receipts under sub.

(6) and ss. 38.12 (9), 38.14 (3) and (9), 118.15 (2) (a), and 118.55 (7r), all receipts from

grants awarded under ss. 38.04 (8), (20), (28), and (31), 38.14 (11), 38.26, 38.27, 38.31

38.33, and 38.38, all fees collected under s. 38.24, and driver education and chauffeur
training aids.
v’
SECTION 4. 38.31 of the statutes is created to read:
38.31 Grants to reduce unemployment. (1) DerINITIONS. In this section:
(@) “Dislocated worker” has the meaning given in 29 USC 2801 (9).
(b) “Micropolitan statistical area” means a geographic area defined by the

federal office of management and budget for use by federal agencies in collecting,

tabulating, and publishing federal statistics.
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(2) ELIGIBILITY CRITERIA. (a) Subject to par. (b) and sub. (6), a district board is
eligible for a grant under this section if it meets one or more of the following criteria:

1. The district includes a county, city, or micropolitan statistical area with an
unemployment rate of at least 6 percent in 2 or more months during the 12 months
preceding the date of the grant application

2. The disfrict includes a county, city, or micropolitan statistical area with an
average unemployment rate equal to at least 120 percent of the statewide average
unemployment rate during the 12 months preceding the date of the grant
application.

3. The district includes a county, city, or micropolitan statisticai area with an
unemployment rate that has increased by at least 2 percent during the 12 months
preceding the date of the grant application.

(b) The board may not award a grant to a district board under this section
unless the district board demonstrates how the grant will serve the area or areas that
established the eligibility of the district board for a grant under par. (a).

(3) GranTs. Subject to sub. (6), the board shall award grants to eligible district
boards for the following purposes:

(@) To recruit, enroll, instruct, provide support services to, and pay the tuition
and fees of dislocated workers who enroll in the district in an associate degree
program, collegiate transfer program, vocational diploma program, or
vocational-adult program.

(b) To recruit, enroll, instruct, and provide support services to adults who enroll
in the district in a program leading to a certificate of general educational

development or a high school equivalency diploma.
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(c) To expand existing capacity or create capacity in district board programs for
which there are student waiting lists or that address projected workforce needs in
the district.

(4) PREFERENCE. The board shall give preference in awarding grants under this
section to district boards serving persons residing in areas with the highest
unemployment rates.

(5) LIMITATION ON USE OF FUNDS. A district board may not use a grant awarded

under this section to pay any portion of tuition that would otherwise be paid for by

9 a tuition remission, tuition waiver, tuition reimbursement, or any other financial aid
10 program of this state, another state, or the federal government.
11 (6) COMPLIANCE WITH FEDERAL LAW. The board may modify the eligibility criteria
12 under sub. (2) and the purposes for which grants may be awarded under sub. (3) in
13 order to ensure the eligibility of district boards for grants awarded by the federal
14 government for programs that improve completion rates and train workers for
15 skilled occupations.
16 (7) RepORT. (a) By January 15, 2013, and annually thereafter, the board shall
17 submit a report to the governor and to the legislature under s. 13.172 (2). The report
18 shall include all of the following:
19 1. The district boards awarded grants under this section and how they used the
20 funds.
21 2. The rates of unemployment in the areas in which the grants were disbursed.
22 3. The number of people who were assisted with each grant awarded, the
23 technical college programs in which they enrolled, the number of people who
24 completed such programs, the number of people who found employment in the

25 district and elsewhere upon completing such programs and their annual salaries,
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1 and the tax revenue generated as a result, as estimated by the department of

2 revenue.

3 (b) Beginning with the report submitted in 2014, the board shall include

4 longitudinal data.

5 (8) RuLES. The board shall promulgate rules to implement and administer this
. <od) of 5
6 section. e AN
— R

e s ""“Wv
SECTION 5. 71.06 (1p) (e) of the statutes is amended to read:

e —

71.06 (1p) (e) On all taxable income exceeding $225,000 but not exceeding
9 $1,000.000, 7.75 percent.
v

10 SECTION 6. 71.06 (1p) (f) of the statutes is created to read:

11 71.06 (1p) () On all taxable income exceeding $1,000,000, 8.75 percent.

12 SECTION 7. 71.06 (2) (g) 5. of the statutes is amended to read:

13 71.06 (2) (g) 5. On all taxable income exceeding $300,000 but not exceeding

14 $1.000,000, 7.75 percent.

1

15 SeEcTION 8. 71.06 (2) (g) 6. of the statutes is created to read:

16 71.06 (2) (g) 6. On all taxable income exceeding $1,000,000, 8.75 percent.

17 SECTION 9. 71.06v(2) (h) 5. of the statutes is amended to read:

18 71.06 (2) (h) 5. On all taxable income exceeding $150,000 but not exceeding

19 $500.000, 7.75 percent.

v

20 SEcTION 10. 71.06 (2) (h) 6. of the statutes is created to read:

21 71.06 (2) (h) 6. On all taxable income exceeding $500,000, 8.75 percent.

22 SECTION 11. 71.06‘/ (2e) (b) of the statutes is amended to read:

23 71.06 (2e) (b) For taxable years beginning after December 31, 2009, the
24 maximum dollar amount in each tax bracket, and the corresponding minimum dollar

25 amount in the next bracket, under subs. (I1p) (d) and (e) and (2) (g) 4. and 5. and (h)

\\>
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1 4. and 5., and the dollar amount in the top bracket under subs. (1p) {e} (f) and (2) (g

2 8- 6. and (h) 5- 6., shall be increased each year by a percentage equal to the percentage
3 change between the U.S. consumer price index for all urban consumers, U.S. city
4 average, for the month of August of the previous year and the U.S. consumer price
5 index for all urban consumers, U.S. city average, for the month of August 2008, as
6 determined by the federal department of labor, except that for taxable years
7 beginning after December 31, 2011, the adjustment may occur only if the resulting
8 amount is greater than the corresponding amount that was calculated for the
9 previous year. Each amount that is revised under this paragraph shall be rounded
10 to the nearest multiple of $10 if the revised amount is not a multiple of $10 or, if the
11 revised amount is a multiple of $5, such an amount shall be increased to the next
12 higher multiple of $10. The department of revenue shall annually adjust the changes 7
13 in dollar amounts required under this paragraph and incorporate the changes into
- 14 the Tﬁiax forms and ti/nstructions./' {m

15 SEcTION 12. 71.09 (11) (f) of the statutes is amended to read: g___,_,,..._\\
16 : ' .

71.09 (11) (f) The taxpayer has underpaid the taxpayer’s estimated taxes due

17 to the change in brackets under s. 71.06 (1p) (e) or (f) and (2) (g) 5. or 6. and (h) 5. or

18 6. This paragraph applies only in the first taxable year to which these bracket

19 changes apply. /"""M

(

20 SECTION% Nonstatutory provxslons[’ﬁ(':hmcalwé;lege Sy‘s@ ‘\

21 (1) (RULESS Using the procedure under section 227.24 of the statutes, the W \
. 22 technical college system board shall promulgate rules required ﬁnder section 38.31
23 (8) of the statutes, as created by this act, for the period before the effective date of the
|24 permanent rules promulgated under that section, but not to exceed the period
5 25 authorized under section 227.24 (1) (c¢) and (2) of the statutes. Notwithstanding

>
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section 227.24 (1) (a), (2) (b), and (3) of the statutes, the technical college system

2 board is not required to provide evidence that promulgating a rule under this

3 subsection as an emergency rule is necessary for the preservation of public peace,

4 health, safety, or welfare and is not required to provide a finding of an emergency for

S a rule promulgated under this subsection.

6 SECTION %Fiscal changeﬁmcal college ﬁ :

7 ( In the schedule under section 20.005 (3) of the statutes for the

8 appropriation to the technical college system under section 20.292 (1) (d) of the

9 statutes, as affected by the acts of 2011, the dollar amount is increased by
10 $34,200,000 for the second fiscal year of the fiscal biennium in which this subsection

11 takes effect for the purposes for which the appropriation is made.
12 ni - Revenue .
13 MVIDUAL II\TCZA;;;"AX BRACKETS \@@;\em of sections 71.06 (1p) (e) \
14 and (f) and (2) (g) 5. and 6. and (h) 5. and 6. and 71.09 (11) (f) of the statutes first
15 applies to taxable years beginning on January 1, 2012.

(END)
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.07 (bn), 71.07 (9e) (aj), 71.10 (4) (cr), 71.255 (6) (bm), 71.26
(4) (Y, 71.28 (5n), 71.30 (3) (dn), 71.45 (4) (b), 71.47 (5n), 71.49 (1) (dn), 71.54
(1) (g) and 71.54 (2) (b) 4.; to renumber and amend 71.26 (4) (a) and 71.45 (4)
(a);to amend 38.28 (1m) (a) 1.,71.01(14),71.05(6) (a) 15.,71.05(6) (b) 9., 71.05
(6) (b) 9m., 71.05 (6) (b) 25., 71.05 (6) (b) 47. b., 71.05 (6) (b) 47. c., 71.05 (8) (b),
71.05 (25) (b) (intro.), 71.06 (1p) (e), 71.06 (2) (g) 5., 71.06 (2) (h) 5., 71.06 (2e)
(b), 71.07 (9e) (af) (intro.), 71.09 (11) (), 71.21 (4), 71.255 (2m) (d), 71.255 (6) (a),
71.26 (2)(a)4.,71.34 (1k) (g), 71.36 (1m) (a), 71.45 (2) (a) 10., 71.54 (1) (§) (intro.),
71.54 (2) (b) 3., 71.54 (2m), 72.01 (11m), 72.01 (11n), 72.02 and 77.92 (4); and
to create 20.292 (1) (cr), 38.31, 71.06 (1p) (f), 71.06 (2) (g) 6. and 71.06 (2) (h)

6. of the statutes; relating to: disregarding a taxpayer’s election to include

EN

o

another in its combined group, disallowing certain carry-forward amounts for

combined reporting purposes, repealing the income and franchise tax credit for

qualified production activities income, repealing the changes made to the
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1 earned income tax credit in 2011 Wisconsin Act 32, restoring indexing
provisions to the homestead tax credit, eliminating the individual income tax

exclusion for long-term capital gains other than for farm assets, computing the

0 200> '
estate tax based on €00% federal law, w technical college distriitszf/
o :
reduce unemployment, creatng a new individual income tax upper bracke@}"

providing an exemption from emergency rule procedures, granti@—ﬂ‘

rule-making authority, and making appW

Analysis by the Legislative Reference Bureau

Combined reporting

Under current law, a taxpayer may elect to include in its combined group, for
income and franchise tax reporting purposes, every corporation in its commonly
controlled group, regardless of whether such corporations are engaged in the same
unitary business of the taxpayer. Under current law, the Department of Revenue
(DOR) may not disallow such an election, or disregard its effect. Under this bill, if
DOR determines that such an election has the effect of tax avoidance, DOR must
disregard the election’s tax effect or disallow the election.

Under current law, for each taxable year that a corporation that is a member
of a combined group has net business loss carry-forward from a taxable year
beginning before January 1, 2009, the corporation may, for 20 taxable years, use up
to 5 percent of the net business loss carry-forward to offset the income of all other
members of the combined group. The bill eliminates this provision.

Qualified production activities income credit

Under the federal Internal Revenue Code, a taxpayer may claim a deduction
equal to 9 percent of the taxpayer’s qualified production activities income in the
taxable year or 9 percent of the taxpayer’s total taxable income, whichever is less.
For federal tax purposes, qualified production activities income is, generally, the
amount of the taxpayer’s domestic production gross receipts that exceed the sum of
the cost of goods sold and other expenses, losses, or deductions. Domestic production
gross receipts are, generally, gross receipts derived from property that was
manufactured, produced, grown, or extracted in the United States.

Under current law, an individual taxpayer may claim a state income tax credit
equal to the taxpayer’s qualified production activities income derived from
manufacturing property and agricultural property, multiplied by a certain
percentage. A corporation or insurer may claim a state income and franchise tax
credit equal to the lesser of its taxable income apportioned to this state or its qualified
production activities income derived from manufacturing property or agricultural
property located in this state, multiplied by a certain percentage. The percentage of
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qualified production activities income that a taxpayer may claim as a credit is 1.875
percent for 2013, 3.75 percent for 2014, 5.526 percent for 2015, and 7.5 percent for
2016 and for each year thereafter.

The bill eliminates the tax credit for qualified production activities income.

Estate tax

Under current law, the estate tax is equal to the federal estate tax credit allowed
for state death taxes as computed under the federal estate tax law in effect on the day
of the decedent’s death. Under current federal law, the estate tax is imposed on the
portion of an estate that is in excess of $5,000,000 and the federal credit for state
death taxes has been eliminated for 2011 and 2012.

Under this bill, for deaths occurring after December 31, 2011, the estate tax is
equal to the federal estate tax credit allowed for state death taxes as computed under
the federal estate tax law in effect on December 31, 2002. Under the bill, the tax
imposed on estates of $1,000,000 or more, but not on property used in farming.

Upper income tax bracket

Under current law, there are five income tax brackets for single individuals,
certain fiduciaries, heads of households, and married persons. The brackets are
indexed for inflation. The rate of taxation under current law for the lowest bracket
for single individuals, certain fiduciaries, heads of households, and married persons
is 4.6 percent of taxable income; the rate for the second bracket is 6.15 percent; the
rate for the third bracket is 6.5 percent; the rate for the fourth bracket is 6.75 percent;
and the rate for the highest bracket, which was created in the 2009-11 biennial
budget act, 2009 Wisconsin Act 28, is 7.75 percent.

For taxable year 2011, the highest bracket applies to taxable income exceeding
$224,210 for single individuals, certain fiduciaries, and heads of households. For
married persons, the highest current bracket applies to taxable income exceeding
$298,940 for joint filers and $149,470 for separate filers.

For taxable year 2012 and thereafter, this bill creates a sixth bracket with a
taxation rate of 8.75 percent. For single individuals, certain fiduciaries, and heads
of households, this bracket applies to taxable income exceeding $1,000,000. For
married persons, this bracket applies to taxable income exceeding $1,000,000 for
joint filers and $500,000 for separate filers. This bracket is indexed for inflation.

Earned income tax credit

Under current law, as created in 2011 Wisconsin Act 32, the earned income tax
credit (EITC) is reduced for claimants with two or more qualifying children. The bill
repeals those provisions and restores former law. Under the bill, the EITC, as a
percentage of the federal credit, would be 4 percent for claimants with one qualifying
child, 14 percent for claimants with two qualifying children, and 43 percent for
claimants with three or more qualifying children.

Homestead tax credit

Under current law, as created in 2011 Wisconsin Act 32, the homestead tax
credit formula factors (maximum income, maximum property taxes, and income
threshold) are not indexed for inflation after 2010. The bill repeals those provisions
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and restores former law. Under the bill, the homestead tax credit formula factors
would be indexed for inflation for 2011 and beyond.
Exclusion of capital gains

Under current law, there is an income tax exclusion for individuals, fiduciaries,
members of limited liability companies and partnerships, and shareholders of
tax-option corporations for 30 percent of the net long-term capital gains realized
from the sale of assets held more than one year and the sale of all assets acquired
from a decedent, and an exclusion for 60 percent of such gains realized from the sale
of farm assets held more than one year and the sale of all farm assets acquired from
a decedent.

Under this bill, the exclusion of 30 percent of such net long-term capital gains,
and all assets acquired from a decedent, does not apply to taxable years beginning
after December 31, 2011. The bill does not affect the exclusion of the gains realized
from the sale of farm assets held more than one year and the sale of farm assets
acquired from a decedent.

e

The bill directs the Wisconsin Technical College System (WTCS) Board to
award grants to technical college districts for programs that assist in reducing
unemployment. To be eligible for a grant, a technical college district must meet
certain eligibility criteria relating to the unemployment rate of areas within the
district or recent increases in the unemployment rate of areas within the district.
Grants are available for three specified purposes:

1. To recruit, enroll, instruct, provide support services to, and pay the tuition
and fees of dislocated workers who enroll in the district. A dislocated worker is a
person who has been laid off or terminated from employment and meets certain
additional criteria; a person who was self-employed but is currently unemployed as
a result of economic conditions or natural disasters; or a displaced homemaker.

2. To recruit, enroll, instruct, and provide support services to adults who enroll
in the district in a program leading to a certificate of general educational
development (commonly referred to as a GED) or a high school equivalency diploma.

there are student waiting lists or that address projected workforce needs in the
district.

The bill authorizes the WT'CS Board to modify the grant eligibility criteria and
the purposes for which grants may be awarded in order to ensure the eligibility of
district boards for grants awarded by the federal government for programs that
improve completion rates and train workers for skilled occupations.

The bill directs the WTCS Board to give preference in awarding grants to
programs that serve persons who reside in areas with the highest unemployment
rates. The board must also submit annual reports to the governor and to the
legislature regarding the programs that have been awarded grants.

Because this bill relates to an exemption from state or local taxes, it may be
referred to the Joint Survey Committee on Tax Exemptions for a report to be printed
as an appendix to the bill.

3. To expand existing capacity or create capacity in district programs for which |

~—t—
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For further information see the state and local 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. 20.005 (3) (schedule) of the statutes: at the appropriate place, insert
the following amounts for the purposes indicated:

2011-12 2012-13
20.292 Technical college system board
(1)  TECHNICAL COLLEGE SYSTEM
(cr)  Grants to reduce unemployment GPR A -0- 35,800,000

SECTION 2. 20.292 (1) (cr) of the statutes is created to read:

20.292 (1) (cr) Grants to reduce unemployment. The amounts in the schedule
for grants to technical college districts to reduce unemployment under s. 38.31.

SECTION 3. 38.28 (1m) (a) 1. of the statutes is amended to read:

38.28 (1m) (a) 1. “District aidable cost” means the annual cost of operating a
technical college district, including debt service charges for district bonds and
promissory notes for building programs or capital equipment, but excluding all
expenditures relating to auxiliary enterprises and community service programs, all
expenditures funded by or reimbursed with federal revenues, all receipts under sub.

(6) and ss. 38.12(9), 38.14 (3) and (9), 118.15 (2) (a), and 118.55 (7r), all receipts from
grants awarded under ss. 38.04 (8), (20), (28), and (31), 38.14 (11), 38.26, 38.27, 38.31,
38.33, and 38.38, all fees collected under s. 38.24, and driver education and chauffeur
training aids.

SECTION 4. 38.31 of the statutes is created to read:
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~ 38.31 Grants to reduce unemployment. (1) DEFINITIONS. In this section: \

(a) “Dislocated worker” has the meaning given in 29 USC 2801 (9).

(b) “Micropolitan statistical area” means a geographic area defined by the
federal office of management and budget for use by federal agencies in collecting,
tabulating, and publishing federal statistics.

(2) ELIGIBILITY CRITERIA. (a) Subject to par. (b) and sub. (6), a district board is
eligible for a grant under this section if it meets one or more of the following criteria:

1. The district includes a county, city, or micropolitan statistical area with an
unemployment rate of at least 6 percent in 2 or more months during the 12 months
preceding the date of the grant applicétion

2. The district includes a county, city, or micropolitan statistical area with an
average unemployment rate equal to at least 120 percent of the statewide average
unemployment rate during the 12 months preceding the date of the grant
application.

3. The district includes a county, city, or micropolitan statistical area with an
unemployment rate that has increased by at least 2 percent during the 12 months
preceding the date of the grant application.

(b) The board may not award a grant to a district board under this section
unless the district board demonstrates how the grant will serve the area or areas that
established the eligibility of the district board for a grant under par. (a).

(3) GraNTS. Subject to sub. (6), the board shall award grants to eligible district
boards for the following purposes:

(a) To recruit, enroll, instruct, provide support services to, and pay the tuition

and fees of dislocated workers who enroll in the district in an associate degree\]
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rogram, collegiate transfer program, vocational diploma program, or

vocational-adult program.

(b) To recruit, enroll, instruct, and provide support services to adults who enroll
in the district in a program leading to a certificate of general educational
development or a high school equivalency diploma.

(c) To expand existing capacity or create capacity in district board programs for
which there are student waiting lists or that address projected workforce needs in
the district.

(4) PREFERENCE. The board shall give preference in awarding grants under this
section to district boards serving persons residing in areas with the highest
unemployment rates.

(5) LIMITATION ON USE OF FUNDS. A district board may not use a grant awarded
under this section to pay any portion of tuition that would otherwise be paid for by
a tuition remission, tuition waiver, tuition reimbursement, or any other financial aid
program of this state, another state, or the federal government.

(6) COMPLIANCE WITH FEDERAL LAW. The board may modify the eligibility criteria
under sub. (2) and the purposes for which grants may be awarded under sub. (3) in
order to ensure the eligibility of district boards for grants awarded by the federal
government for programs that improve completion rates and train workers for
skilled occupations.

(7) REPORT. (a) By January 15, 2013, and annually thereafter, the board shall
submit a report to the governor and to the legislature under s. 13.172 (2). The report

shall include all of the following:

1. The district boards awarded grants under this section and how they used the

- ——
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/ 3. The number of people who were assisted with each grant awarded, the

echnical college programs in which they enrolled, the number of people who
completed such programs, the number of people who found employment in the
district and elsewhere upon completing such programs and their annual salaries,
and the tax revenue generated as a result, as estimated by the department of
revenue. |

(b) Beginning with the report submitted in 2014, the board shall include
longitudinal data.

(8) RULES. The board shall promulgate rules to implement and administer this

~ SECTION 5. 71.01 (14) of the statutes is amended to read:

71.01 (14) “Wisconsin net operating losé” of persons other than corporations
means “federal net operating loss” adjusted as prescribed in s. 71.05 (6) (a) and (b),
(7) to (12) and (19) to (21), exeept-s—71-05-(6)-(b)9 except that no deductions
allowable on schedule A for federal income tax purposes are allowable.

SECTION 6. 71.05 (6) (a) 15. of the statutes, as affected by 2011 Wisconsin Act
32, is amended to read:

71.05 (6) (a) 15. The amount of the credits computed under s. 71.07 (2dd), (2de),
(2di), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), (2dy), (3g), (3h), (3n), (3p), (3q), (3r),
(3rm), (3rn), (3s), (3t), (3w), (5e), (5f), (5h), (51), (5j), (5k), £5am); (51), (5rm), and (8r) and
not passed through by a partnership, limited liability company, or tax-option
corporation that has added that amount to the partnership’s, company’s, or
tax-option corporation’s income under s. 71.21 (4) or 71.34 (1k) (g).

SECTION 7. 71.05 (6) (b) 9. of the statutes is amended to read:

2. The rates of unemployment in the areas in which the grants were disbursed‘.\\\;
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71.05 (6) (b) 9. On assets held more than one year and on all assets acquired
from a decedent, 30 percent of the capital gain as computed under the internal
revenue code, not including capital gains for which the federal tax treatment is
determined under section 406 of P.L. 99-514; not including amounts treated as
ordinary income for federal income tax purposes because of the recapture of
depreciation or any other reason; and not including amounts treated as capital gain
for federal income tax purposes from the sale or exchange of a lottery prize. For
purposes of this subdivision, the capital gains and capital losses for all assets shall
be netted before application of the percentage. This subdivision does not apply to

ax rs that in after December 31, 2011.

SECTION 8. 71.05 (6) (b) 9m. of the statutes is amended to read:

71.05 (6) (b) 9m. On farm assets held more than one year and on all farm assets
acquired from a decedent, to the extent that they are not subtracted under subd. 9-
or 10., 60 percent of the capital gain as computed under the Internal Revenue Code,
not inchiding capital gains for which the federal tax treatment is determined under
section 406 of P.L. 99-514; not including amounts treated as ordinary income for
federal income tax purposes because of the recapture of depreciation or any other
reason; and not including amounts treated as capital gain for federal income tax
purposes from the sale or exchange of a lottery prize. In this subdivision, “farm
assets” means livestock, farm equipment, farm real property, and farm depreciable
property. For purposes of this subdivision, the capital gains and capital losses for all
assets shall be netted before application of the percentage.

SECTION 9. 71.05 (6) (b) 25. of the statutes is amended to read:

71.05 (6) (b) 25. All gains that are not excluded from taxation under subd. 9-;

enbusiness-assetsor 9m. on assets used in farming, including shares in a corporation
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or trust that meets the standards under s. 182.001 (1), or both, held more than one
year, that are sold or otherwise disposed of to persons who are related to the seller
or transferor by blood, marriage or adoption within the 3rd degree of kinship as
determined under s. 990.001 (16), as computed under the Internal Revenue Code, noi;
including amounts treated as ordinary income for federal income tax purposes
because of the recapture of depreciation or any other reason.

SeEcTION 10. 71.05 (6) (b) 47. b. of the statutes, as created by 2011 Wisconsin
Act 3, is amended to read:

71.05 (6) (b) 47. b. With respect to partners and members of limited liability
companies, for taxable years beginning after December 31, 2010, for 2 consecutive
taxable years beginning with the taxable year in which the partnership’s or limited
liability company’s business locates to this state from banother state or another
country and begins doing business in this state, as defined in s. 71.22 (1r), and subject
to the limitations provided under subd. 47. d. and e., the partner’s or member’s
distributive share of taxable income as calculated under section 703 of the Internal
Revenue Code; plus the items of income and gain under section 702 of the Internal
Revenue Code, including taxable state and municipal bond interest and excluding
nontaxable interest income or dividend income from federal government obligations;
minus the items of loss and deduction under section 702 of the Internal Revenue
Code, except items that are not deductible under s. 71.21; plus guaranteed payments
to partners under section 707 (c) of the Internal Revenue Code; plus the credits
claimed under s. 71.07 (2dd), (2de), (2d1), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), (2dy),
(3g), (3h), (3n), (3p), (3q), (3r), (3rm), (3rn), (3s), (3t), (3w), (5e), (5f), (5g), (5h), (51),
(5j), (6k), (5r), (5rm), and (8r); and plus or minus, as appropriate, transitional

adjustments, depreciation differences, and basis differences under s. 71.05 (13), (15),
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BILL SECTION 10

(16), (17), and (19), multiplied by the apportionment fraction determined in s. 71.04
(4) and subject to s. 71.04 (7) or by separate accounting. No amounts subtracted
under this subd. 47. b. may be included in the modification under par. (b) 9—er 9m.

SECTION 11. 71.05 (6) (b) 47. c. of the statutes, as created by 2011 Wisconsin Act
3, is amended to read:

71.05 (6) (b) 47. c. With respect to shareholders of a tax-option corporation, for
taxable years beginning after December 31, 2010, for 2 consecutive taxable years
beginning with the taxable year in which the tax-option corporation’s business
locates to this state from another state or another country and begins doing business
in this state, as defined in s. 71.22 (1r), and subject to the limitations provided under
subd. 47. d. and e., the shareholder’s distributive share of the entity’s net income or
loss as determined under this chapter, including interest income from federal, state,
and municipal government obligations, multiplied by the apportionment fraction
determined in s. 71.25 (6m) and subject to s. 71.25 (9) or by separate accounting. No
amounts subtracted under this subdivision may be included in the modification
under par. (b) 8—er 9m.

SEcTION 12. 71.05 (8) (b) of the statutes, as affected by 2011 Wisconsin Act 32,
is amended to read:

71.05 (8) (b) A Wisconsin net operating loss may be carried forward against
Wisconsin taxable incomes of the next 15 taxable years, if the taxpayer was subject
to taxation under this chapter in the taxable year in which the loss was sustained,
to the extent not offset against other income of the year of loss and to the extent not
offset agaihst Wisconsin modified taxable income of any year between the loss year
’and the taxable year for which the loss carry-forward is claimed. In this paragfaph,

“Wisconsin modified taxable income” means Wisconsin taxable income with the
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BILL SECTION 12
following exceptions: a net operating loss deduction or offset for the loss year or any
taxable year thereafter is not allowed, the deduction for long-term capital gains
under subs. (6) (b) 8-and 9m. and (25) is not allowed, the amount deductible fqr losses
from sales or exchanges of capital assets may not exceed the amount includable in
income for gains from sales or exchanges of capital assets and “Wisconsin modified
taxable income” may not be less than zero.

SECTION 13. 71.05 (25) (b) (intro.) of the statutes, as created by 2011 Wisconsin
Act 32, is amended to read:

71.05 (25) (b) (intro.) For taxable years beginning after December 31, 2015, for
a Wisconsin capital asset that is purchased after December 31, 2010, and held for at
least 5 years, a claimant may subtract from federal adjusted gross income the lesser
of one of the following amounts, to the extent that it is not subtracted under sub. (6)
(b) 8-6x 9m.:

SECTION 14. 71.06 (1p) (e) of the statutes is amended to read:

71.06 (1p) (e) On all taxable income exceeding $225,000 but not exceeding
$1,000,000, 7.75 percent.

SECTION 15. 71.06 (1p) (f) of the statutes is created to read:

71.06 (1p) (f) On all taxable income exceeding $1,000,000, 8.75 percent.

SECTION 16. 71.06 (2) (g) 5. of the statutes is amended to read:

71.06 (2) (g) 5. On all taxable income exceeding $300,000 but not exceeding
$1,000,000, 7.75 percent.

SECTION 17. 71.06 (2) (g) 6. of the statutes is created to read:

71.06 (2) (g) 6. On all taxable income exceeding $1,000,000, 8.75 percent.

SECTION 18. 71.06 (2) (h) 5. of the statutes is amended to read:
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BILL SECTION 18

71.06 (2) (h) 5. On all taxable income exceeding $150,000 but not exceeding
$500,000, 7.75 percent.

SECTION 19. 71.06 (2) (h) 6. of the statutes is created to read:

71.06 (2) (h) 6. On all taxable income exceeding $500,0QO, 8.75 percent.

SECTION 20. 71.06 (2e) (b) of the statutes is amended to read:

71.06 (2e) (b) For taxable years beginning after December 31, 2009, the
maximum dollar amount in each tax bracket, and the corresponding minimum dollar
amount in the next bracket, under subs. (1p) (d) and (e) and (2) (g) 4. and 5. and (h)
4. and 5., and the dollar amount in the top bracket under subs. (1p) {e) () and (2) (g)
5-6.and (h) 5- 6., shall be increased each year by a percentage equal to the percentage
change between the U.S. consumer price index for all urban consumers, U.S. city
average, for the month of August of the previous year and the U.S. consumer price
index for all urban consumers, U.S. city average, for the month of August 2008, as
determined by the federal department of labor, except that for taxable years
beginning after December 31, 2011, the adjustment may occur only if the resulting
amount is greéter than the corresponding amount that was calculated for the
previous year. Each amount that is revised under this paragraph shall be rounded
to the nearest multiple of $10 if the revised amount is not a multiple of $10 or, if the
revised amount is a multiple of $5, such an amount shall be increased to the next
higher multiple of $10. The department of revenue shall annually adjust the changes
in dollar amounts required under this paragraph and incorporate the changes into
the income tax forms and instructions.

SECTION 21. 71.07 (5n) of the statutes, as created by 2011 Wisconsin Act 32, is

repealed.
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BILL SECTION 22

SEcTION 22. 71.07 (9¢) (af) (intro.) of the statutes, as affected by 2011 Wisconsin
Act 32, is amended to read:

71.07 (9e) (af) (intro.) For taxable years beginning after December 31, 1995,
and-before-January-1,-2011; any natural person may credit against the tax imposed
under s. 71.02 an amount equal to one of the following percentages of the federal
basic earned income credit for which the person is eligible for the taxable year under
section 32 (b) (1) (A) to (C) of the Internal Revenue Code:

SECTION 23. 71.07 (9e) (aj) of the statutes, as created by 2011 Wisconsin Act 32,
is repealed.

SECTION 24. 71.09 (11) (f) of the statutes is amended to read:

71.09 (11) (f) The taxpayer has underpaid the taxpayer’s estimated taxes due
to the change in brackets under s. 71.06 (1p) (e) or (f) and (2) (g) 5. or 6. and (h) 5. or
6. This paragraph applies only in the first taxable year to which these bracket
changes apply.

SECTION 25. 71.10 (4) (cr) of the statutes, as created by 2011 Wisconsin Act 32,
is repealed.

SECTION 26. 71.21 (4) of the statutes, as aﬁ‘ectéd by 2011 Wisconsin Act 32, is
amended to read:

71.21 (4) Credits computed by a partnership under s. 71.07 (2dd), (2de), (2di),
(2dj), (2dL), (2dm), (2ds), (2dx), (2dy), (3g), (3h), (3n), (3p), (3q), (31), (3rm), (3rn), (3s),
(3t), (3w), (5e), (5D, (5g), (5h), (51), (5j), (5k), Ga; (51), (5rm), and (8r) and passed
through to partners shall be added to the partnership’s income.

SECTION 27. 71.255 (2m) (d) of the statutes, as affected by 2011 Wisconsin Act

32, is amended to read:
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BILL SECTION 27

71.255 (2m) (d) The department maynet shall disregard the tax effect of an
election under this subsection, or disallow the election, with respect to any controlled
group member or members for any year of the election period, if the department

rmi he election has th f voi

SECTION 28. 71.255 (6) (a) of the statutes, as affected by 2011 Wisconsin Act 32,
is amended to read:

71.255 (6) (a) Except as provided in pars. (b)bm); and (¢) no tax credit,
Wisconsin net business loss carry-forward, or other post-apportionment deduction
earned by one member of the combined group, but not fully used by or allowed to that
member, may be used in whole or in part by another member of the combined group
or applied in whole or in part against the total income of the combined gfoup. A
member of a combined group may use a carry-forward of a credit, Wisconsin net
business loss carry-forward, or other post-apportionment deduction otherwise
allowable under s. 71.26 or 71.45, that was incurred by that same member in a
taxable year beginning before January 1, 2009.

SECTION 29. 71.255 (6) (bm) of the statutes, as created by 2011 Wisconsin Act
32, is repealed.

SECTION 30. 71.26 (2) (a) 4. of the statutes, as affected by 2011 Wisconsin Act
32, is amended to read:

71.26 (2) (a) 4. Plus the amount of the credit computed under s. 71.28 (1dd),

(1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), (1dy), (3g), (3h), (3n), (3p), (3q), (3r),

- (3rm), (3rn), (3t), (3w), (5e), (5f), (5g), (5h), (51), (5)), (5k), r); (br), (5rm), (8r), and

(9s) and not passed through by a partnership, limited liability company, or

tax-option corporation that has added that amount to the partnership’s, limited
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BILL SECTION 30
liability company’s, or tax-option corporation’s income unders. 71.21 (4) or 71.34 (1k)
(.

SECTION 31. 71.26 (4) (a) of the statutes, as affected by 2011 Wisconsin Act 32,
is renumbered 71.26 (4) and amended to read:

71.26 (4) Exeept-as-provided-in-par—(b);-a- A corporation, except a tax-option
corporation or an insurer to which s. 71.45 (4) applies, may offset against its
Wisconsin net business income any Wisconsin net business loss sustained in any of
the next 15 preceding taxable years, if the corporation was subject to taxation under
this chapter in the taxable year in which the loss was sustained, to the extent not
offset by other items of Wisconsin income in the loss year and by Wisconsin net
business income of any year between the loss year and the taxable year for which an
offset is claimed. For purposes of this subsection Wisconsin net business income or
loss shall consist of all the income attributable to the operation of a trade or business
in this state, less the business expenses allowed as deductions in computing net
income. The Wisconsin net business income or loss of corporations engaged in
business within and without the state shall be determined under s. 71.25 (6) and (10)
to (12). Nonapportionable losses having a Wisconsin situs under s. 71.25 (5) (b) shall
be included in Wisconsin net business loss; and nonapportionable income having a
Wisconsin situs under s. 71.25 (5) (b), whether taxable or exempt, shall be included
in other items of Wisconsin income and Wisconsin net business income for purposes
of this subsection.

SECTION 32. 71.26 (4) (b) of the statutes, as created by 2011 Wisconsin Act 32,
is repealed.

SECTION 33. 71.28 (5n) of the statutes, as created by 2011 Wisconsin Act 32, is

repealed.
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BILL SECTION 34

SEcTION 34. 71.30 (3) (dn) of the statutes, as created by 2011 Wisconsin Act 32,
is repealed.

SECTION 35. 71.34 (1k) (g) of the statutes, as affected by 2011 Wisconsin Act 32,
is amended to read:

71.34 (1k) (g) An addition shall be made for credits computed by a tax-option
corporation under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), (1dy),
(3), (3g), (3h), (3n), (3p), (3q), (3r), (3rm), (3rn), (3t), (3w), (5e)‘, (51), (5g), (6h), (51), (5)),
(5k), £6m); (5r), (brm), and (8r) and passed through to shareholders.

SECTION 36. 71.36 (1m) (a) of the statutes is amended to read:

71.36 (1m) (a) A tax-option corporation may deduct from its net income all
amounts included in the Wisconsin adjusted gross income of its shareholders;-the
eapital-gain-deductionunder s 71.05(6) (b) 9. and all amounts not taxable to
nonresident shareholders under ss. 71.04 (1) and (4) to (9) and 71.362.

SECTION 37. 71.45 (2) (a) 10. of the statutes, as affected by 2011 Wisconsin Act
32, is amended to read:

71.45 (2) (a) 10. By adding to federal taxable income the amount of credit
computed under s. 71.47 (1dd) to (1dy), (3g), (3h), (3n), 3p), (39), (3r), (3rm), (3rn),
(Bw), (5e), (51), (bg), (5h), (51), (5)), (Bk), ba); (br), (brm), (8r), and (9s) and not passed
through by a partnership, limited liability company, or tax-option corporation that
has added that amount to the partnership’s, limited liability company’s, or
tax-option corporation’s income under s. 71.21 (4) or 71.34 (1k) (g) and the amount
of credit computed under s. 71.47 (1), (3), (3t), (4), (4m), and (5).

SECTION 38. 71.45 (4) (a) of the statutes, as affected by 2011 Wisconsin Act 32,

is renumbered 71.45 (4) and amended to read:
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BILL SECTION 38

71.45 (4) Exeept-asprovided-inpar-(b);insurers Insurers computing tax under

this subchapter may subtract from Wisconsin net income any Wisconsin net business
loss sustained in any of the next 15 preceding taxable years to the extent not offset
by Wisconsin net business income of any year between the loss year and the taxablé
year for which an offset is claimed and computed without regard to sub. (2) (a) 8. and
9. and this subsection and limited to the amount of net income, but no loss incurred
for a taxable year before taxable year 1987 by a nonprofit service plan of sickness care
under ch. 148, or dental care under s. 447.13 may be treated as a net business loss
of the successor service insurer under ch. 613 operating by virtue of s. 148.03 or
447.13.

SECTION 39. 71.45 (4) (b) of the statutes, as created by 2011 Wisconsin Act 32,
is repealed.

SECTION 40. 71.47 (5n) of the statutes, as created by 2011 Wisconsin Act 32, is
repealed.

SECTION 41. 71.49 (1) (dn) of the statutes, as created by 2011 Wisconsin Act 32,
is repealed.

SECTION 42. 71.54 (1) (f) (intro.) of the statutes, as affected by 2011 Wisconsin
Act 32, is amended to read:

71.54 (1) (f) 2001 te-2011 and thereafter. (intro.) Subject to sub. (2m), the

amount of any claim filed in 2001 t6-2011 and thereafter and based on property taxes
accrued or rent constituting property taxes accrued during the previous year is
limited as follows:

SECTION 43. 71.54 (1) (g) of the statutes, as created by 2011 Wisconsin Act 32,

is repealed.
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BILL SECTION 44

SECTION 44. 71.54 (2) (b) 3. of the statutes, as affected by 2011 Wisconsin Act

32, is amended to read:

71.54 (2) (b) 3. Subject to sub. (2m), in calendar years-1990-t6-2010 year 1990
or any subsequent calendar year, $1,450.

SECTION 45. 71.54 (2) (b) 4. of the statutes, as created by 2011 Wisconsin Act
32, is repealed.

SECTION 46. 71.54 (2m) of the statutes, as affected by 2011 Wisconsin Act 32,
is amended to read:

71.54 (2m) INDEXING FOR INFLATION; 2010 AND THEREAFTER. (a) For calendar years
beginning after December 31, 2009, and before January-1,2011; the dollar amounts
of the threshold income under sub. (1) () 1. and 2., the maximum household income
under sub. (1) (f) 3. and the maximum property taxes under sub. (2) (b) 3. shall be
increased each year by a percentage equal to the percentage change between the U.S.
consumer price index for all urban consumers, U.S. city average, for the 12-month
average of the U.S. consumer price index for the month of August of the year before
the previous year through the month of July of the previous year and the U.S.
consumer price index for all urban consumers, U.S. city average, for the 12-month
average of the U.S. consumer price index for August 2007 through July 2008, as
determined by the federal department of labor, except that the adjustment may occur
only if the percentage is a positive number. Each amount that is revised under this
paragraph shall be rounded to the nearest multiple of $10 if the revised amount is
not a multiple of $10 of, if the revised amount is a multiple of $5, such an amount
shall be increased to the next higher multiple of $10. The department of revenue
shall annually adjust the changes in dollar amounts required under this paragraph

and incorporate the changes into the income tax forms and instructions.
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BILL SECTION 46

(b) The department of revenue shall annually adjust the slope under sub. (1)
() 2. such that, as a claimant’s income increases from the threshold income as
calculated under par. (a), to an amount that exceeds the maximum household income
as calculated under par. (a), the credit that may be claimed is reduced to $0 and the
department of revenue shall incorporate the changes into the income tax forms and
instructions.

SECTION 47. 72.01 (11m) of the statutes is amended to read:

72.01 (11m) “Federal credit” means, for deaths occurring after September 30,
2002, and before January 1, 2008, the federal estate tax credit allowed for state death
taxes as computed under the federal estate tax law in effect on December 31, 2000,
and; for deaths occurring after December 31, 2007, and before January 1, 2012, the
federal estate tax credit allowed for state death taxes as computed under the federal
estate tax law in effect on the day of the decedent’s death; and for deaths occurring
after December 31, 2011, the federal estate tax credit allowed for state death taxes

as computed under the federal estate tax law in effect on December 31, 2002.

SECTION 48. 72.01 (11n) of the statutes is amended to read:

72.01 (11n) “Federal estate tax” means, for deaths occurring after September
30, 2002, and before January 1, 2008, the federal estate tax as computed under the
federal estate tax law in effect on December 31, 2000;-and; for deaths occurring after
December 31, 2007, and before January 1, 2012, the federal estate tax as computed

under the federal estate tax law in effect on the day of the decedent’s death; and for

deaths occurring after December 31, 2011, the federal estate tax as computed under
the federal estate tax law in effect on December 31, 2002.

SECTION 49. 72.02 of the statutes is amended to read:
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72.02 Estate tax imposed. An estate tax is imposed upon the transfer of all
property that is subject to a federal estate tax and that has a taxable situs in this
state, not including property used in farming as described under section 464 (e) (1)
of the Internal Revenue Code. The tax imposed is equal to the federal credit against
the federal estate tax as finally determined. If only a portion of a decedent’s property
has a taxable situs in this state, the tax imposed is the amount obtained by
multiplying the federal credit by a fraction the numerator of which is the value of the
decedent’s estate that has a taxable situs in this state and the denominator of which
is the total value of the property in the estate that qualifies for the federal credit.

SECTION 50. 77.92 (4) of the statutes, as affected by 2011 Wisconsin Act 32, is
amended to read:

77.92 (4) “Net business income,” with respect to a partnership, means taxable
income as calculated under section 703 of the Internal Revenue Code; plus the items
of income and gain under section 702 of the Internal Revenue Code, including taxable
state and municipal bond interest and excluding nontaxable interest income or
dividend income from federal government obligations; minus the items of loss and
deduction under section 702 of the Internal Revenue Code, except items that are not
deductible under s. 71.21; plus guaranteed payments’ to partners under section 707
(c) of the Internal Revenue Code; plus the credits claimed under s. 71.07 (2dd), (2de),
(2di), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), (2dy), (3g), (3h), (3n), (3p), (3q), (3r),
(3rm), (3rn), (3s), (3t), (3w), (5e), (5f), (5g), (5h), (51), (5), (6k), 68 (5r), (5rm), and

" (8r); and plus or minus, as appropriate, transitional adjustments, depreciation

differences, and basis differences under s. 71.05 (13), (15), (16), (17), and (19); but
excluding income, gain, loss, and deductions from farming. “Net business income,”

with respect to a natural person, estate, or trust, means profit from a trade or



24
25

2011 - 2012 Legislature - : LRB-3206/1
‘ JRK/MES/PG:medé&cjs:ph

BILL SECTION 50

business for federal income tax purposes and includes net income derived as an

employee as defined in section 3121 (d) (3) of the Internal Revenue Code

SRS

SRS

e

T SECTION 51. Nonstatutory provisions.

(1) Using the procedure under section 227.24 of the statutes, the technical

college system board shall promulgate rules required under section 38.31 (8) of the

statutes, as created by this act, for the period before the effective date of the

pgrmanent rules promulgated under that section, but not to exceed the period
thorized under section 227.24 (1) (¢) and (2) of the statutes. Notwithstanding
ection 227.24 (1) (a), (2) (b), and (3) of the statutes, the technical college system
oard is not required to previde evidence that promulgating a rule under this
subsection as an emergency rule is necessary for the preservation of public peace,
health, safety, or welfare and is not required to provide a finding of an emergency for

f,’ a rule promulgated under this subsection.

SEcTION 52. Fiscal changes.

(1) Inthe schedule under section 20.005 (3) of the statutes for the appropriation
to the technical college system under section 20.292 (1) (d) of the statutes, as affected
by the acts of 2011, the dollar amount is increased by $34,200,000 for the second fiscal

ear of the fiscal biennium in which this subsection takes effect for the purposes for

y
\/'\ch the appropriation is made.

SECTION 53. Initial applicability.

(1) The treatment of section 71.255 (2m) (d) of the statutes first applies
retroactively to taxable years beginning on January 1, 2009.

(2) The treatment of sections 71.01 (14), 71.05 (6) (b) 9m., 25., and 47. b. and
é., (8) (b), and (25) (b) (intro.), and 71.36 (1m) (a) of the statutes first applies to taxable

years beginning after December 31, 2011.
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(3) The treatment of sections 71.06 (1p) (e) and (f) and (2) (g) 5. and 6. and (h)
5. and 6. and 71.09 (11) () of the statutes first applies to taxable years beginning on
January 1, 2012.

SECTION 54. Effective date.

(1) The treatment of section 71.255 (2m) (d) of the statutes takes effect
retroactively to January 1, 2009.

(END)
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