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Legislative Fiscal Bureau
One East Main, Suite 301 » Madison, W1 53703 « (608) 266-3847 » Fax: (608) 267-6873

November 10, 1998

TO: Representative Timothy Hoven
Room 17 North, State Capitol

FROM: Kelsie Doty, Fiscal Analyst

SUBJECT: Individual Income Tax Exemption for Interest Income

At your request, 1 am providing information on a proposal to exempt a portion of interest
income from the state’s individual income tax.

Under the proposal, up to $300 in interest income would be exempt from taxation for married
couples filing joint returns. Up to $200 would be exempt for head-of-household taxpayers and up to
$150 would be exempt for single and married-separate taxpayers. This proposal would reduce

general fund revenues by an estimated $14.0 million on an annualized basis.

I'hope this information is helpful. If I can be of further assistance, please contact me.

KD/dls
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214.01 SAVINGS BANKS

SUBCHAPTER |
GENERAL PROVISIONS

214.01 Definitions. (1) In this chapter:

(a) “Affiliate” means a company that controls, is controlled by
or is under common control with a savings bank.

(c) “Bank” means a commercial bank chartered by the U.S.
comptroller of the currency or organized under ch. 221.

(d) “Branch office” means a place of business, other than the
home office, where the business of the savings bank is conducted.
“Branch office” does not include a remote service unit, a limited
office or an extended office.

(e) “Capital” includes net worth, paid—-in-surplus, capital
stock equity, undivided profits, earnings and other forms of capital
considered to be qualifying capital by a deposit insurance corpora-
tion.

® “Depos1t account means any monetary interest that a

de ositor maintains in a savings bank, including a demand fime,
P g g '/\ in transactions which are incidental to the conduct of the business

£money market, savmgs. certificate or negouable order of thh
drawal account. 7

(h) “Deposit insurance corporation” means the federal deposit
insurance corporation or other instrumentality of or corporation
chartered by the United States that is supported by the full faith
and credit of the U.S. government as stated in a congressional res-
olution.

(ig) “Director” means a member of a board of directors of a
savings bank. “Director” does not include an advisory director,
honorary director, director emeritus, or similar person, unless the
person is otherwise performing functions similar to those of a
director. .

(im) *“Division” means the division of savings and loan.

(ip) “Extended office” means a place of business located
within 1,000 feet of a home office or a branch office of the same
savings bank.

(jg) ‘“Fiduciary” means a trustee, executor, administrator,
guardian, agent, receiver, trustee in bankruptcy, assignee for cred-
itors, or any holder of a similar position of trust.

(jn) “Financial institution” means a bank, a savings bank, a
savings and loan association, a trust company, or a credit union,
whether chartered under the laws of this state, another state or ter-
ritory or under the laws of the United States.

(k) “Geographic area” means the states of Illinois, Indiana,
Iowa, Kentucky, Michigan, Minnesota, Missouri and Ohio.

(L) “Home office” means the office of the savings bank that
is designated as such in its bylaws.

(m) “Impairment” means a condition in which the aggregate
appraised value of the savings bank’s assets is less than the aggre-
gate amount of the savings bank’s deposit accounts and liabilities
to other creditors and the aggregate value of its stock.

(p) “Interest” means dividends, earnings, interest, return or
rate of return paid on a deposit account.

(pm) “Investment” includes consumer, residential, agricul-
tural and commercial loans, purchases of corporate debentures,
securities, bonds and joint venture shares, and purchases of
mutual fund shares subject to the rules of the division.

(q) “Limited office” means a place of business at which a sav-
ings bank provides lending and other services, but at which a sav-
ings bank may not accept deposits except through a remote service
unit.

(gm) *“Marketable investment securities” means investment
grade marketable obligations evidencing indebtedness of any per-
son in the form of bonds, notes or debentures, rated in one of the
4 highest categories by at least one nationally recognized rating
service and of a type customarily sold on recognized exchanges
or traded over the counter, but does not include stocks.

(r) “Net profit” means the remainder of all earnings from cur-
rent operations plus actual recoveries on loans, investments and

95-96 Wis. Stats. 3122

other assets after deducting all current expenses, including tnter-
est on deposit accounts, additions to reserves that arc required by
the division, actual losses, accrued dividends on preferred stock
and all state and federal taxes.

(rm) *“Person” includes an individual, corporation, ltmited
liability company, partnership, joint venture, trust, estate, govern-
mental entity or unincorporated association.

(s) “Principal place of business” means the state in which the
total deposits of a savings bank, or of a savings bank holding com-
pany from all offices of all subsidiaries, are the greatest as shown
by the most recent reports of condition filed wuh a state or federal
regulatory authority.

(sm) “Remote service unit” means a terminal or other facility
or installation, attended or unattended, which is not located at the
home office or at another office of a savings bank and through
which customers and savings banks may engage, by means of
either the direct transmission of electronic impulses to and from

»a savings bank or the recording of electronic xmpulses or other
indicia of a transaction for delayed transmission to a savings bank,

of a savings bank and which are otherwise permitted by law.
“Remote service unit” includes all equipment, regardless of loca-
tion, that is interconnected with a remote service unit and that is
necessary to transmit, route and process electronic impulses in
order to enable the remote service unit to perform any function for
which it is designed.

(sr) “Review board” means the savings bank review board.

(t) “Savings bank” means a financial institution organized
under this chapter. -

A

b s o renmdys, s o, |

4

(tm) ““Savings bank holding company” means a company that

directly or indirectly, or acting in concert with one or more other 3
persons or through one or more subsidiaries, owns, controls, or S

holds with power to vote, or holds proxies representing more than 7§

25% of the voting shares or rights of a savings bank or savings

bank holding company or controls in any manner whether by the

holding of proxies or otherwise, the election of a majority of the ;

directors of a savings bank or savings bank holding company.

(u) “Service corporation” means a corporation that is more

than 50% owned by one or more savings banks, or by savings § q
banks and other financial institutions, whose purposes are reason- §
ably incident to the accomplishment of the express or mcxdentd
powers conferred upon savings banks by this chapter. g

(um) “Subsidiary” means a company that is controlled by
person or by a company. . A

(v) “Value” means the present worth of all rights to future
benefits arising from ownership.

(2) Any of the following persons shall be considered to bes d
person affiliated with a savings bank: :

(a) A director, officer or controlling person of a savings bank.

(b) A spouse of a director, officer or controlling person
savings bank.

(c) A member of the immediate family of a director, office i
controlling person of a savings bank, who has the same homé
that person or who is a director or officer of any subsidiary o
savings bank or of any holding company affiliate of the 53
bank. ‘«‘ "

(d) A corporation or organization, other than the savings % ;
or a corporation or organization through which the savings % .
operates, of which a director, officer or controlling persos
savings bank is any of the following:

1. Chief executive officer, chief financial officer of
performing similar functions.

2. A general partner. ‘

3. Alimited partner who, directly or indirectly eithet #2
with a spouse and the members of the person’s imm! * 0% or il ’
who are also affiliated persons, owns an interest of 1 2ol
in the partnership, based on the value of the personi’s O
or who, directly or indirectly with other directors, 9"

+ 3
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Savings Information:

The savings rate for Americans fell to a 58-year low with American adults saving only
approximately 3.8% of disposable income. 6% save nothing; 45% save less than 5% of
their income; 20% save between 6% and 10% and 14% save more than 10%. (CPC/CELI
Poll)

The average debt an American carries is between $6,000 to $7,000 ($529.7 billion total in
the nation) Spending rose 5.4 percent last year to $5.47 trillion, exceeding the 5 percent

gain in after-tax, or disposable income, which stood at $5.87 trillion last year.

Iin 1995, Americans save less than half as much as Europeans. The Japanese saved 13.4%
of their disposable income. Germans saved 12.3%.

More than 20% of U.S. adults have nothing saved for retirement. (employee benefit
research institute)

The nation’s 25 million teenagers made approximately $122 billion last year, but they are
expected to spend $141 billion by the end of 1998.

About 53% of teens receive no financial/savings education or advice from their parents.
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Memo

To: Marc Shovers
From: Rep. Tim Hoven
Date: December 22, 1998

Re: LLRB-0894 (Individual Income Tax Exemption for Certain Interest Income)

The draft looks fine, but please raise the dollar figures as follows:

e  Married Persons Filing Jointly: $500
o Filing as Head of Household: $350
e Single Individual or Married Filing Separately: $250

After the redraft, I would like the new draft jacketed for introduction and a fiscal estimate done (prior to
introduction).

Thank you for your assitance.



SUBMITTAL LEGISLATIVE REFERENCE BUREAU
- FORM Legal Section Telephone: 266-3561
L 5th Floor, 100 N. Hamilton Street

The attached draft is submitted for your inspection. Please check each part carefully, proofread each word, and
sign on the appropriate line(s) below.

Date: 12/18/98 To: Representative Hoven
Relating to LRB drafting number: LRB-0894

Topic
Individual income tax exemption for certain interest income

Subject(s)

Tax - individual income
1. JACKET the draft for introduction —M/ 2 ,//

in the Senate

or the Assembly (check only one). Only the requester under whose name the

drafting request is entered in the LRB’s drafting records may authorize the draft to be submitted. Please

allow one day for the preparation of the required copies.
g =
2. REDRAFT. See the changes indicated or attached W g M "
A revised draft will be submitted for your approval with changes incorporated.

3. Obtain FISCAL ESTIMATE NOW, prior to introduction ’}W £ M

If the analysis indicates that a fiscal estimate is required because the proposal makes an appropriation or

increases or decreases existing appropriations or state or general local government fiscal liability or
revenues, you have the option to request the fiscal estimate prior to introduction. If you choose to
introduce the proposal without the fiscal estimate, the fiscal estimate will be requested automatically upon
introduction. It takes about 10 days to obtain a fiscal estimate. Requesting the fiscal estimate prior to
introduction retains your flexibility for possible redrafting of the proposal.
If you have any questions regarding the above procedures, please call 266-3561. If you have any questions
relating to the attached draft, please feel free to call me.

Marc E. Shovers, Senior Legislative Attorney
Telephone: (608) 266-0129
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1999 BILL

AN Act .\

income received from deposits in financial institutions.

lating to: creating an individual income tax exemption for interest

Analysis by the Legislative Reference Bureau

This bill creates an individual income tax exemption for certain amounts of
interest income received from deposits in a bank, a savings bank, a savings and loan
association, a trust company or a credit union. The amount of the exemption is
limited to $300'each year for married persons who file jointly, to $200'ach year for
persons who file as heads of household and to $150'ach year for single individuals
or married persons who file separately. /

The amount of an exemption that may be claimed by a nonresident or part—year
resident of this state is reduced by multiplying the amount of the exemption that the
individual would otherwise be eligible for by a ratio of the individual’s income that
is taxable by this state and the individual’s total income.

This bill will be referred to the joint survey committee on tax exemptions for a
detailed analysis, which will be printed as an appendix to this bill.

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

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

N
SECTION 1. 71.05 (6) (b) 29. of the statutes is created to read:
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0 ‘(Z’O C\AL (‘ m! C L L/
1 71.05 (6) (b) 29. (An amount of interest income spemﬁed in subd. 29.b. to d”, , as
2 modified in subd. 29. € or f.,/received by an individual from a deposit account in a
3 financial institution, as that term is defined in s. 214.01 (1) (jn). In this subdivision,
4 “deposit account” means 'any monetary interest that a depositor maintains in a
5 financial institution, including a demand, time, money market, savings, certificate
6 or negotiable order of withdrawal account.

coupla T
7 b. For gn\mdﬂmﬁua]!wm[marrle aAd files jointly, the maximum amount of
/

8 interest to which the exemption in subd. 29. a.‘épphes is $300\€ach taxable year.
9 c. For an individual who files as a head of household, the maximum amount of

10 interest to which the exemption in subd. ‘29/ a. applies is $200\éach taxable year.
11 d. For an individual who is single or who is married and files separately, the
12 maximum amount of interest to which the exemption in subd. % a. applies is\é 150
13 each taxable year.

CT10 T (b)28.¢. o stat 1s nded tgréad’ }

N&%4e. For anindividual whoisa nonres1dent or part—year resident

’ M»frapnabe 4, v
of this state, mulfiply the/amount #alelatkdr under subd. E%/ B2, c. or d. by a fraction

16

17 the numerator of which is the individual’s wages, salary, tips, unearned income and
18 net earnings from a trade or business that are taxable by this state and the
19 denominator of which is the individual’s total wages, salary, tips, unearned income
20 and net earnings from a trade or business. In this subd. W e‘%ﬁr married persons
21 filing separatel)p wages, salary, tips, unearned income and net earnings from a trade
22 or business” means the separate wages, salary, tips, unearned income and net
23 earnings from a trade or business of each spouse, and for married persons filing

24 jointlyj\ “wages, salary, tips, unearned income and net earnings from a trade or
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1 business” means the total wages, salary, tips, unearned income and net earnings
2 from a trade or business of both spouses.

rto—— = b e

istory: 1987 a. 312, 1987 3. 41T s5. 42, 43,45, 47 (04951 10-53,.1989 a. 31, 46 1991 a. 2 37, 39, 269;.1993.a-~16:112;2047263;437;71995 a, 27, 56, 209, 227, 2673,
403,453, 1997 a. 27, 35, 39, 237. History: 1987 a. 312; 1987 a. 411 ss. 42, 43; 05371989 31,46; 1991 a. 2,37, 39, 269; 1993 a. 16, 112, 204, 263, 437,
a. 27 56, 209, 227, 261 371, 403, 453; 1997 a. 27, 33, 39, 237 ) ” -

MV\/L SMbo{, A e bo e, ord. ﬂ/‘ the

o | 4 NABNG vy f. Reduce the dmiount Yalculated under subd.
subd
o 5 individual’s aggregate wages, salary, tips, unearned income and net earnings from

6 a trade or business that are taxable by this state.

P e B A B W
istory: 1987.a=312;1987°2- 31155742, 43, 45; 4710 49~51 -t0-53;:1989.2..31,,46;.1991.2..2,37;39;:26921993a.16, 112, 204, 263, 4371995 4. 2m77ﬂ-g2/
03:453,1997 a. 27, 35, 39, 237. History 1987 2 312; 1987.a.41-557427 43745, 471049.51 to 53,1989 a 31, 46,1991 a. 3. 37" 39-26971993a-16, 112, 204, 263, 437: {693

7 ECTION 4. Initial apphcablhty

8 (1) This act first applies to taxable years beginning on January 1 of the year
v

9 in which this subsection takes effect, except that if this subsection takes effect after

10 July 31, this act first applies to taxable years beginning on January 1 of the year
11 following the year in which this subsection takes effect.

12 (END) v
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1999 BILL

AN ACT to create 71.05 (6) (b) 29. of the statutes; relating to: creating an

individual income tax exemption for interest income received from deposits in

financial institutions.

$ 5 00 Analysis by the Legislative Reference Bureau B 250

This biN creates an individual income tax exemption for certain amounts of
interest incom¥ received from deposits in a bank, a savings bank, a savings and loan
association, a tyust company or a credit union. The amount of the gxemption is
limited to §##M feach year for married persons who file jointly, to {t##f/each year for
persons who file as heads of household and to ##@/pach year for single individuals
or married persons who file separately. rso

The amount of an exemption that may be claimed by a nonresident or part—year
resident of this state is reduced by multiplying the amount of the exemption that the
individual would otherwise be eligible for by a ratio of the individual’s income that
is taxable by this state and the individual’s total income.

This bill will be referred to the joint survey committee on tax exemptions for a
detailed analysis, which will be printed as an appendix to this bill.

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

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
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SEcTION 1. 71.05 (6) (b) 29 of the statutes is created to read:

71.05 (6) (b) 29. a. An amount of interest income up to the limit specified in

subd. 29. b. to d., as modified 1n slubd. 29. e. or f., received by an individual from a
deposit account in a financial iqstiltution, as that term is defined in s. 214.01 (1) (jn).
In this subdivision, “deposit acéount” means any monetary interest that a depositor
maintains in a financial instiitution, including a demand, time, money market,

|

savings, certificate or negotiabile order of withdrawal account.

-]
b. For a married couple that files jointly, the maximum amount of interest to
. . . . 500
which the exemption in subd. 29. a. applies is m@ each taxable year.

c. For an individual who ﬁlejs as a head of household, the maximum amount of
1 250
interest to which the exemption in subd. 29. a. applies is W/&ach taxable year.

d. For an individual who is jsingle or who is married and files separately, the

|

: : b . . 0
maximum amount of interest to which the exemption in subd. 29. a. applies is {9 >S5

b

each taxable year. i

e. For an individual who'is fa nonresident or part—year resident of this state,
multiply the appropriate amoiunjt under subd. 29. b., c. or d. by a fraction the
numerator of which is the indi\}idlilal’s wages, salary, tips, unearned income and net
earnings from a trade or business that are taxable by this state and the denominator
of which is the individual’s totai wages, salary, tips, unearned income and net
earnings from a trade or business. In this subd. 29. e., for married persons filing
separately, “wages, salary, tips; unearned income and net earnings from a trade or
business” means the separate Wag;es, salary, tips, unearned income and net earnings
from a trade or business of each }qu‘mse, and for married persons filing jointly, “wages,

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

'
)
'
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total wages, salary, tips, unearned income and net earnings from a trade or business
of both spouses.

f. Reduce the amount under subd. 29.b., c. or d. or the amount calculated under
subd. 29. e. to the individual’s aggregate wages, salary, tips, unearned income and
net earnings from a trade or business that are taxable by this state.

SEcTION 2. 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.

v

(END)



SUBMITTAL LEGISLATIVE REFERENCE BUREAU
FORM Legal Section Telephone: 266-3561
L 5th Floor, 100 N. Hamilton Street

The attached draft is submitted for your inspection. Please check each part carefully, proofread each word, and
sign on the appropriate line(s) below.

Date: 12/29/98 To: Representative Hoven
Relating to LRB drafting number: LRB-0894

Topic
Individual income tax exemption for certain interest income

Subject(s)

Tax - individual income

1. JACKET the draft for introduction , _ ) g~

in the Senate or the Assembly _\/ (check only one). Only the requester under whose name the

drafting request is entered in the LRB’s drafting records may authorize the draft to be submitted. Please
allow one day for the preparation of the required copies.

2. REDRAFT. See the changes indicated or attached

A revised draft will be submitted for your approval with changes incorporated

3. Obtain FISCAL ESTIMATE NOW, prior to introduction MW

If the analysis indicates that a fiscal estimate is required because the proposal makes an appropriation or

increases or decreases existing appropriations or state or general local government fiscal liability or
revenues, you have the option to request the fiscal estimate prior to introduction. If you choose to
introduce the proposal without the fiscal estimate, the fiscal estimate will be requested automatically upon
introduction. It takes about 10 days to obtain a fiscal estimate. Requesting the fiscal estimate prior to
introduction retains your flexibility for possible redrafting of the proposal.

If you have any questions regarding the above procedures, please call 266-3561. If you have any questions

relating to the attached draft, please feel free to call me.

Marc E. Shovers, Senior Legislative Attorney
Telephone: (608) 266-0129



State of Wisconsin o
LEGISLATIVE REFERENCE BUREAU \//l/

100 NORTH HAMILTON STREET

P. 0. BOX 2037
SO o, SR MADISON, WI 537012037 SRy s
FAX (608) 266-5648
February 18, 1999
MEMORANDUM
To: Representative Hoven
From: Marc E. Shovers, St. Legislative Attorney, (608) 2660129

Subject: Technical Memorandum to 1999 AB 73 (LRB 99-0894/2)

We received the attached technical memorandum relating to your bill. This copy is for your
information and your file. If you wish to discuss this memorandum or the necessity of revising your
bill or preparing an amendment, please contact me.



MEMORANDUM

February 15, 1999

TO: Marc Shovers
Legislative Reference Bureau
&}
FROM: Yeang-Eng Braun 1

Department of Revenue

SUBJECT: Technical Memorandum on LRB 0894/2, Relating to an Individual Income Tax
Exemption for Interest Earned on Certain Deposit Accounts

The proposed legislation makes no provision for the funding of the costs involved in
administering the activities required. If the author wishes to provide funding, appropriation
language needs to be developed and costs allocated in the following manner:

Chapter 20 Amount FTE Positions
One-time cost 20.566 (1)(a) $26,000 None
Annual cost 20.566 (1)(a) 37,100 None

If you have questions regarding this technical memorandum, please contact Pat Lashore at
266-3347.
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