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\

From: Kreye, Joseph

Sent: Thursday, November 14, 2013 9:32 AM
To: Shovers, Marc

Subject: drafting request

Welcome back Mr. Shovers!
Now that we have the niceties out of the way...
Steve from Rep. Genrich’s office called with a request to create an individual income tax credit that would “mirror”

the federal credit for child care expenses. | told him you’d contact him if you had questions (and that you would
probably have questions). Good luck.
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Ten Facts about the Child Tax Credit

IRS Tax Tip 2011-29, February 10, 2011

The Child Tax Credit is an important tax credit that may be worth as much as $1,000 per qualifying
child depending upon your income. Here are 10 important facts from the IRS about this credit and
how it may benefit your family.

1.

10.

Amount - With the Child Tax Credit, you may be able to reduce your federal income tax by up to
$1,000 for each qualifying child under the age of 17.

Qualification - A qualifying child for this credit is someone who meets the qualifying criteria of six
tests: age, refationship, support, dependent, citizenship, and residence.

Age Test - To qualify, a child must have been under age 17 — age 16 or younger ~ at the end of
2010.

Relationship Test - To claim a child for purposes of the Child Tax Credit, they must either be
your son, daughter, stepchild, foster child, brother, sister, stepbrother, stepsister or a descendant
of any of these individuals, which includes your grandchild, niece or nephew. An adopted child is
always treated as your own child. An adopted child includes a child lawfully placed with you for
legal adoption.

Support Test - In order to claim a child for this credit, the child must not have provided more
than half of their own support.

Dependent Test - You must claim the child as a dependent on your federal tax return.

Citizenship Test - To meet the citizenship test, the child must be a U.S. citizen, U.S. national, or
U.S. resident alien.

Residence Test - The child must have lived with you for more than half of 2010. There are some
exceptions to the residence test, which can be found in IRS Publication 972, Child Tax Credit.

Limitations - The credit is limited if your modified adjusted gross income is above a certain
amount. The amount at which this phase-out begins varies depending on your filing status. For
married taxpayers filing a joint return, the phase-out begins at $110.000. For married taxpayers
filing a separate return, it begins at $55,000. For all other taxpayers, the phase-out begins at
$75,000. In addition, the Child Tax Credit is generally limited by the amount of the income tax you
owe as well as any alternative minimum tax you owe.

Additional Child Tax Credit - If the amount of your Child Tax Credit is greater than the amount
of income tax you owe, you may be able to claim the Additional Child Tax Credit.

Links:

.

Form 1040 (Schedule 8812), Child Tax Credit, Instructions

Publication 972, Child Tax Credit
Eorm 1040A, U. S. Individual Income Tax Return

Form 1040A nstructions
Form 1040, U.S. Individual Income Tax Return

Form 1040 Instructions

Subscribe to Tax Tips
Page Last Reviewed or Updated: 04-Sep-2013
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Sec. 24. LChild4 tax kereditd

(a) Allowance of kcreditd

There shall be allowed as a kcreditd against the tax imposed by this chapter for the taxable year with respect
to each qualifying kchildd of the taxpayer for which the taxpayer is allowed a deduction under section 151
an amount equal to $1,000.

(b) Limitations

(1) Limitation based on adjusted gross income

The amount of the kcreditd allowable under subsection (a) shall be reduced (but not below zero) by $50 for
each $1,000 (or fraction thereof) by which the taxpayer's modified adjusted gross income exceeds the

threshold amount. For purposes of the preceding sentence, the term "modified adjusted gross income" means
adjusted gross income increased by any amount excluded from gross income under section 911, 931 ,or 933,

(2) Threshold amount

For purposes of paragraph (1), the term "threshold amount” means--

(A) $110,000 in the case of a joint return,

(B) $75,000 in the case of an individual who is not married, and

(C) $55,000 in the case of a married individual filing a separate return.

For purposes of this paragraph, marital status shall be determined under section 7703.

(3) [Repealed. Pub. L. 112-240, title I, Sec. 104(c)(2)(B)(i), Jan. 2, 2013, 126 Stat. 2321.]
(¢) Qualifying kchilds |

For purposes of this section--

(1) In general

The term "qualifying kchild4" means a qualifying kchild4 of the taxpayer (as defined in section 152(c)) who
has not attained age 17.

(2) Exception for certain noncitizens

The term "qualifying kchildd" shall not include any individual who would not be a dependent if
subparagraph (A) of section 152(b)(3) were applied without regard to all that follows "resident of the United
States".

(d) Portion of kcredit+ refundable




(1) In general
The aggregate credits allowed to a taxpayer under subpart C shall be increased by the lesser of--

(A) the Lereditd which would be allowed under this section without regard to this subsection and the
limitation under section 26(a) or

(B) the amount by which the aggregate amount of credits allowed by this subpart (determined without regard
to this subsection) would increase if the limitation imposed by section 26(a) were increased by the greater
of--

(1) 15 percent of so much of the taxpayer's earned income (within the meaning of section 32) which is taken
into account in computing taxable income for the taxable year as exceeds $10,000, or

(ii) in the case of a taxpayer with 3 or more qualifying children, the excess (if any) of--

(I) the taxpayer's social security taxes for the taxable year, over

(IT) the Lereditd allowed under section 32 for the taxable year.

The amount of the keredit4 allowed under this subsection shall not be treated as a Lereditd allowed under
this subpart and shall reduce the amount of Lcreditd otherwise allowable under subsection (a) without regard
to section 26(a). For purposes of subparagraph (B), any amount excluded from gross income by reason of
section 112 shall be treated as earned income which is taken into account in computing taxable income for
the taxable year.

(2) Social security taxes

For purposes of paragraph (1)--

(A) In general

The term "social security taxes" means, with respect to any taxpayer for any taxable year--

(i) the amount of the taxes imposed by section 3101 and 3201(a) on amounts received by the taxpayer during
the calendar year in which the taxable year begins,

(i) 50 percent of the taxes imposed by section 1401 on the self-employment income of the taxpayer for the
taxable year, and

(iii) 50 percent of the taxes imposed by section 3211(a)(1) on amounts received by the taxpayer during the
calendar year in which the taxable year begins.

(B) Coordination with special refund of social security taxes

The term "social security taxes" shall not include any taxes to the extent the taxpayer is entitled to a special
refund of such taxes under section 6413(c).

(C) Special rule
Any amounts paid pursuant to an agreement under section 3121 (1) (relating to agreements entered into by

American employers with respect to foreign affiliates) which are equivalent to the taxes referred to in
subparagraph (A)(i) shall be treated as taxes referred to in such paragraph.




(3) Inflation adjustment

In the case of any taxable year beginning in a calendar year after 2001, the $10,000 amount contained in
paragraph (1)(B) shall be increased by an amount equal to--

(A) such dollar amount, multiplied by

(B) the cost-of-living adjustment determined under section 1(f)(3) for the calendar year in which the taxable
year begins, determined by substituting "calendar year 2000" for "calendar year 1992" in subparagraph (B)
thereof. Any increase determined under the preceding sentence shall be rounded to the nearest multiple of
$50.

(4) Special rule for for [sic] certain years

Notwithstanding paragraph (3), in the case of any taxable year beginning after 2008 and before 2018, the
dollar amount in effect for such taxable year under paragraph (1)(B)(i) shall be $3,000.

(e) Identification requirement

No kcreditd shall be allowed under this section to a taxpayer with respect to any qualifying kchild unless
the taxpayer includes the name and taxpayer identification number of such qualifying kchildt on the return
of tax for the taxable year.

(f) Taxable year must be full taxable year

Except in the case of a taxable year closed by reason of the death of the taxpayer, no kcredit4 shall be
allowable under this section in the case of a taxable year covering a period of less than 12 months.
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AN AcT ...; relating to: creating a nonrefundable individual income tax credit

based on the federal child tax credit{

Analysis by the Legislative Reference Bureau

Under current federal law, there exists a child tax credit.‘/ Generally, the federal
credit is a nonrefundable individual income tax credit that may be claimed by an
individual for a qualifying child of the claimant. Because the credit is nonrefundable,
it may be claimed only up to the amount of a taxpayer’s tax liability.Y

Under federal law, a qualifying child is someone who the claimant claims as a
dependent on his or her income tax return, who is under the age of 17Yand who
satisfies a relationship, citizenship, and support test. The relationship test means
the child must be the claimant’s child, sibling, or descendant of such an individual.
To satisfy the support test, the child must not have provided more thanfhalf of his
or her own support in the year to which the claim relates, and to meet the ci‘gzenship
test the child must be a U.S. citizen, U.S. national, or U.S. resident alien'

The federal credit may be worth as much as¥$1,000 per qualifying child,
depending on the claimant’s income. The maximum amount of the credit is reduced
as the claimant’s modified adjusted gross income rises above a’phase~out amount
specified in federal law. For married taxpayers filing a joint return, the phase-out
begins at $110,000;for married separate filers, the phase—out amount starts at
$55,000;¥or all other taxpayers, the phase-out begins at $75,000¥

This bill creates a nonrefundable individual income tax credit based on the
federal child tax credit. Under the bill, an individual who is eligible for and claims
the federal child tax credit may claim the same amount as a nonrefundable credit on
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his or her Wisconsin income tax returnf/Under the bill, the Wisconsin credit may not
be claimed by a part—year or nonresident of this state.v’

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

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

SECTION 1. 71.07 (Sm)%‘f the statutes is created to read:

71.07 (8m) ADDITIONAL CHILD TAX CREDIT%a) Definitions. ‘ﬁn this‘éubsection:

1. “Child tax credit” means the child tax credit uﬁder section 24 of the Internal
Revenue CodeY '

2. “Claimant” means an individual Who is eligible for and claims the child tax
credit for the taxable year to which the claim under this subsection%elates.

(b) Filing claims.\/ Subject to the limitations provided in this subsection, a
claimant may claim as a credit against the tax imposed under s. 71.02,\/up to the
amount of those taxes, an amount equal to the amount of the child tax credit that the
taxpayer claimed on his or her federal income tax return for the taxable year to which
the claim under this subsection relates.

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

2. No credit may be allowed under this subsection\é'or a taxable year covering
a period of less than 12 months, except for a taxable year closed by reason of the death
of the taxpayer.

3. The credit under this subsection may not be claimed by either a‘f)'art—year
resident or nonresident of this state.

(d) Administration‘.'/Subsection (9e) (d)\,/to the extent that it applies to the credit

under that subsection, applies to the credit under this subsection.
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SECTION 2

SECTION 2. 71.10 (4) (cs)‘%ff the statutes is created to read:

71.10 (4) (cs) Additional child tax credit under s. 71.07 (8m).‘/

SecTION 3. Initial applicability.

(1) This act first applies to taxable years beginning on January 1 of the year
in which this subsection takes effect, except that if this subsection takes effect after
July 31 this act first applies to taxable years beginning on January 1 of the year
following the year in which this subsection takes effect.\/

(END)
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LSecd. L214. Expenses for household and dependent care services necessary
for gainful employment

Background Notes
26 U 21 i

1996 Small Business Act
2001 Economic Growth an Relief Reconciliation A
Note:Sunset Provision Repealed
2002 Job Creation and Worker Assistance Act
2004 Working Families Tax Relief Act
2005 Tax Technical Corrections Act (title IV of the Gulf Opportunity Zone Act of 2005)
2007 Tax Technical Corrections Act

(a) Allowance of credit

(1) In general

In the case of an individual for which there are 1 or more qualifying individuals (as
defined in subsection (b)(1)) with respect to such individual, there shall be allowed as a
credit against the tax imposed by this chapter for the taxable year an amount equal to
the applicable percentage of the employment-related expenses (as defined in subsection
(b)(2)) paid by such individual during the taxable year.

(2) Applicable percentage defined

For purposes of paragraph (1), the term "applicable percentage" means 35 percent
reduced (but not below 20 percent) by 1 percentage point for each $2,000 (or fraction

thereof) by which the taxpayer's adjusted gross income for the taxable year exceeds
$15,000.

(b) Definitions of qualitying individual and employment-related expenses
For purposes of this section--
(1) Qualifying individual
The term "qualifying individual" means--

(A) a dependent of the taxpayer (as defined in section 152(a)(1)) who has not
attained age 13,

(B) a dependent of the taxpayer (as defined in section 152, determined without
regard to subsections (b)(1), (b)(2), and (d)(1)(B)) who is physically or mentally
incapable of caring for himself or herself and who has the same principal place of
abode as the taxpayer for more than one-half of such taxable year, or

(C) the spouse of the taxpayer, if the spouse is physically or mentally incapable
of caring for himself or herself and who has the same principal place of abode as
the taxpayer for more than one-half of such taxable year.

http://localhost:49253/NXT/gateway.dll/TA/codew/folder1/folder2/folder3... 12/18/2013
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(2) Employment-related expenses
(A) In general
The term "employment-related expenses" means amounts paid for the following
expenses, but only if such expenses are incurred to enable the taxpayer to be
gainfully employed for any period for which there are 1 or more qualifying
individuals with respect to the taxpayer:
(1) expenses for household services, and

(ii) expenses for the care of a qualifying individual.

Such term shall not include any amount paid for services outside the taxpayer's
household at a camp where the qualifying individual stays overnight.

(B) Exception
Employment-related expenses described in subparagraph (A) which are incurred for
services outside the taxpayer's household shall be taken into account only if
incurred for the care of--

(1) a qualifying individual described in paragraph (1)(A), or

(ii) a qualifying individual (not described in paragraph (1)(A)) who
regularly spends at least 8 hours each day in the taxpayer's household.

(C) Dependent care centers
Employment-related expenses described in subparagraph (A) which are incurred for
services provided outside the taxpayer's household by a dependent care center (as

defined in subparagraph (D)) shall be taken into account only if--

(1) such center complies with all applicable laws and regulations of a State
or unit of local government, and

(i) the requirements of subparagraph (B) are met.
(D) Dependent care center defined

For purposes of this paragraph, the term "dependent care center" means any facility
which--

(1) provides care for more than six individuals (other than individuals who
reside at the facility), and

(ii) receives a fee, payment, or grant for providing services for any of the
individuals (regardless of whether such facility is operated for profit).

(c) Dollar limit on amount creditable

http://localhost:49253/NXT/gateway.dll/TA/codew/folder1/folder2/folder3... 12/18/2013
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The amount of the employment-related expenses incurred during any taxable year which
may be taken into account under subsection (a) shall not exceed--

(1) $3,000 if there is 1 qualifying individual with respect to the taxpayer for such
taxable year, or

(2) $6,000 if there are 2 or more qualifying individuals with respect to the taxpayer
for such taxable year.

The amount determined under paragraph (1) or (2) (whichever is applicable) shall be
reduced by the aggregate amount excludable from gross income under section 129 for the
taxable year.
(d) Earned income limitation
(1) In general
Except as otherwise provided in this subsection, the amount of the employment-related
expenses incurred during any taxable year which may be taken into account under

subsection (a) shall not exceed--

(A) in the case of an individual who is not married at the close of such year,
such individual's earned income for such year, or

(B) in the case of an individual who is married at the close of such year, the
lesser of such individual's earned income or the earned income of his spouse for
such year.

(2) Special rule for spouse who is a student or incapable of caring for himself
In the case of a spouse who is a student or a qualifying individual described in
subsection (b)(1)(C), for purposes of paragraph (1), such spouse shall be deemed for
each month during which such spouse is a full-time student at an educational
institution, or is such a qualifying individual, to be gainfully employed and to have
earned income of not less than--

(A) $250 if subsection (c)(1) applies for the taxable year, or

(B) $500 if subsection (c¢)(2) applies for the taxable year.

In the case of any husband and wife, this paragraph shall apply with respect to only one
spouse for any one month.

(e) Special rules
For purposes of this section--
(1) Place of abode

An individual shall not be treated as having the same principal place of abode of the

http://localhost:49253/NXT/gateway.dll/TA/codew/folder1/folder2/folder3... 12/18/2013
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taxpayer if at any time during the taxable year of the taxpayer the relationship between
the individual and the taxpayer is in violation of local law.

(2) Married couples must file joint return
If the taxpayer is married at the close of the taxable year, the credit shall be allowed

under subsection (a) only if the taxpayer and his spouse file a joint return for the
taxable year.

(3) Marital status

An individual legally separated from his spouse under a decree of divorce or of separate
maintenance shall not be considered as married.

(4) Certain married individuals living apart
If--
(A) an individual who is married and who files a separate return--
(1) maintains as his home a household which constitutes for more than one-
half of the taxable year the principal place of abode of a qualifying individual,

and

(i1) furnishes over half of the cost of maintaining such household during the
taxable year, and

(B) during the last 6 months of such taxable year such individual's spouse is not
a member of such household,

such individual shall not be considered as married.

(5) Special dependency test in case of divorced parents, etc.

If--

(A) section 152(e) applies to any child with respect to any calendar year, and

(B) such child is under the age of 13 or is physically or mentally incapable of
caring for himself,

in the case of any taxable year beginning in such calendar year, such child shall be
treated as a qualifying individual described in subparagraph (A) or (B) of subsection (b)
(1) (whichever is appropriate) with respect to the custodial parent (as defined in section

152(e)(4)(A)), and shall not be treated as a qualifying individual with respect to the
noncustodial parent.

(6) Payments to related individuals

No credit shall be allowed under subsection (a) for any amount paid by the taxpayer to

http://localhost:49253/NXT/gateway.dll/TA/codew/folder1/folder2/folder3... 12/18/2013
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an individual--

(A) with respect to whom, for the taxable year, a deduction under section 151(c)
(relating to deduction for personal exemptions for dependents) is allowable either to
the taxpayer or his spouse, or

(B) who is a child of the taxpayer (within the meaning of section 152(f)(1)) who
has not attained the age of 19 at the close of the taxable year.

For purposes of this paragraph, the term "taxable year" means the taxable year of the
taxpayer in which the service is performed.

(7) Student

The term "student" means an individual who during each of 5 calendar months during
the taxable year is a full-time student at an educational organization.

(8) Educational organization

The term "educational organization" means an educational organization described in
section 170(b)(1)(A)(ii).

(9) Identifying information required with respect to service provider

No credit shall be allowed under subsection (a) for any amount paid to any person
unless--

(A) the name, address, and taxpayer identification number of such person are
included on the return claiming the credit, or

(B) if such person is an organization described in section 501(c)(3) and exempt
from tax under section 501(a), the name and address of such person are included on
the return claiming the credit.

In the case of a failure to provide the information required under the preceding
sentence, the preceding sentence shall not apply if it is shown that the taxpayer
exercised due diligence in attempting to provide the information so required.

(10) Identifying information required with respect to qualifying individuals

No credit shall be allowed under this section with respect to any qualifying individual
unless the TIN of such individual is included on the return claiming the credit.

(f) Regulations

The Secretary shall prescribe such regulations as may be necessary to carry out the
purposes of this section.

Copyright 2013, Tax Analysts
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& the federal tax creditymay claim the same amount as a nonrefundable credit on
his or her Wisconsin income tax return. Under the bill, the Wisconsin credit may not

be claimed by a part—year or nonresident of this state.
For further information see the state fiscal estimate, which will be printed as

an appendix to this bill.

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

cS

1 SECTION 1. 71.07 (8m) of the statutes is created to read: ’
household nvd 4 epﬂﬂﬁ/dﬂf’ Core GPNsec

71.07 (8m) ADDITIONAL @ [TAX CREDIT. (a) Definitions. In this subsection:

; vsehalfd pndif Q/Zﬂylsz Ccart EXpengeg
&) O

tax credit” means the dild tax credit under section #8#/{of the Internal

househ a/J ﬁh&/ ﬁ(ey&ﬂéwt

4 %) Revenue Code. Cove Cypenses

5 ‘% ¢4 /, @/7 “Claimant” means an individual who is eligible for and claims the] el tax
6 credit for the taxable year to which the claim un@gr this subsection relates.

7 (b) Filing claims. Subject to the limitations provided in this subsection, a
8 claimant may claim as a credit against the tax imposed under s. 71.02, up to the

@ amount of those taxes, an amount equal to the amount of the g tax credit that the

10 taxpayer claimed on his or her federal income tax return for the tagable year to which
11 the claim under this subsection relates.

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

14 2. No credit may be allowed under this subsection for a taxable year covering
15 a period of less than 12 months, except for a taxable year closed by reason of the death
16 of the taxpayer.

17 3. The credit under this subsection may not be claimed by either a part—ye'ar

18 resident or nonresident of this state.
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(d) Administration. Subsection (9¢) (d), to the extent that it applies to the credit
under that subsection, applies to the credit under this subsection.
SECTION 2. 71.10 (4) (cs)\{)(f the statutes is created to read:
h ousehioly qud ,;;{e/dn/é’»né' cyqre €xpense
71.10 (4) (cs) Additional @ﬁx credit under s. 71.07 (8m).
SECTION 3. Initial applicability.
(1) This act first applies to taxable years beginning on January 1 of the year
in which this subsection takes effect, except that if this subsection takes effect aftér
July 31 this act first applies to taxable years beginning on January 1 of the year

following the year in which this subsection takes effect.

(END)
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for employment—related\éxpenses for household services and dependent care
services for a qualifying individual. Because the credit is nonrefundable, it may be
claimed only up to the amount of a taxpayer’s tax liability.V

Generally, under federal law, a qualifying individual is someone who has the
same principal place of abode as the claimant for more than¥one-half the year, is the

!&6 claimant’s dependent, and is hild 12 or under;Ya child 13 or older who 18
% incapable of self-care; orfthe claimant’s spouse who is incapable of self—care. a>
The credit may@ imed for expenses to enable the claimant to be gainfully

employed or actively search for gainful employment. Generally, allowable expenses

for a qualifying individual lgg‘er federal law include costs for in-home care or
daycare, nursery school or pregschool programs, and YeAswreYand af’cex;fs?h’éol care for #
school-age children."DependTrfg on the claimant’s adjusted grossincome, the cre

may be worth between 20 percent and 35 percent of the claimant’s allowable
expenses, up to a maximum annual amount of $3,000 if there is one qualifying

& individual and up to $6,000 if there are(Z)or more qualifying individuals.
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