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Wisconsin Department of Revenue ) Clarify proration of tuition
IS&E Division expense deduction

August 18, 1998

TITLE: Clarify Proration of Tuition Expense Deduction

DESCRIPTION OF CURRENT LAW AND PROBLEM:

Section 71.05(6)(b)28, as created by 1997 Wisconsin Act 237, provides a subtraction from
federal adjusted gross income for the amount paid (up to $3,000 per student) for tuition to
- attend a university, college, technical college, or other approved school. The subtraction is
subject to a phase-out at certain income levels.

Nonresidents and part-year residents are required to prorate the subtraction based on a fraction-
the numerator of which is the individual's wages, salary, tips, uneamed income and net earnings
from a trade or business that are taxable by Wisconsin and the denominator of which is the
individual's total wages, salary, tips, unearned income and net earnings from a trade or
business. The subtraction if further limited to the total wages, salary, tips, unearmned income,
and net earnings from a trade or business taxable by Wisconsin.

The problem is that the statutes can be interpreted to provide for the proration and limitation
only when the taxpayer is subject to the phase-out. Because sec. 71.05(6)(b)28.e does not
reference subd. 28.a, the statutes do not appear ta require the proration and limitation when the
taxpayer is allowed the full $3,000 subtraction. The instructions for the 1998 Form 1NPR were
written to provide that all nonresidents and part-year residents must prorate the subtraction and
limit it to income taxahle by Wisconsin. This interpretation appears to reflect the intent of the

legislature.
RECOMMENDATION FOR ACTION:
Amend sec. 71.05(6)(b)28.e to provide that nonresidents and part-year residents must also

prorate the $3,000 subtraction and that the $3,000 is also limited to the total wages, salary, tips,
unearned income and net earnings from a trade or business taxable by Wisconsin.

FISCAL/ADMINISTRATIVE IMPACT:

No impact as this would reflect the department's current treatment.

DRAFTING INSTRUCTIONS:

Amend sec. 71.05(6)(b)28.e. to provide that “For an individual who is a nonresident or part-year
resident of this state, multiply the amount calculated under subd. 28.a. through e. by a fraction

EFFECTIVE DATE:

Day after publication.
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Analysis by the Legislative Reference Bureau
TAXATION

INCOME TAXATION

Current law provides a subtraction from federal adjusted gross income for an
amount paid, up to $3,000 per year per student, for tuition to attend a university,
college, technical college or other approved school that is located in this state or that
is subject to the Minnesota—Wisconsin reciprocity agreement. The subtraction is
phased out at certain income levels. Also under current law, nonresidents and
part—year residents of this state may claim a prorated amount of the subtraction
based on a fraction, the numerator of which is the individual’s wages, income and net
earnings from a trade or husiness that are taxable by this state and the denominator
of which is the individual’s total wages, income and net earnings from a trade or
business. The subtraction is further limited to the total wages, income and net
earnings from a trade or business taxable by this state.

This bill clarifies that the proration applicable to nonresidents and part—year
residents of this state applies at all times and not just when the taxpayer is subject
to the phaseout provisions and also clarifies that the limitation of the credit to a
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claimant’s total wages, income and net earnings from a trade or business taxable by
this state applies to all taxpayers.

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

1 SEcTION 1. 71.05 (6) (b) 28. e. of the statutes is amended to read:
2 71.05 (6) (b) 28. e. For an individual who is a nonresident or part—year resident
3 of this state, multiply the amount calculated under subd. 28. a., b., c. or d. by a
4 fraction the numerator of which is the individual’s wages, salary, tips, unearned
5 income and net earnings from a trade or business that are taxable by this state and
6 the denominator of which is the individual’s total wages, salary, tips, unearned
7 income and net earnings from a trade or business. In this subd. 28. e., for married
8 persons filing separately “wages, salary, tips, unearned income and net earnings
9 from a trade or business” means the separate wages, salary, tips, unearned income
10 and net earnings from a trade or business of each spouse, and for married persons
11 filing jointly “wages, salary, tips, unearned income and net earnings from a trade or
12 business” means the total wages, salary, tips, unearned income and net earnings
13 from a trade or business of both spouses.

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 History: 1987 a. 312; 1987 a. 411 s5. 42, 43, 45, 47 t0 49, 51 t0 53; 1989 a. 31, 46; 1991 a. 2,37, 39, 269; 1993 a. 16, 112, 204, 263, 437; 1995

14 e 2S61E3(71'11‘;(313153219927a127035 3(9'62)37('b) 28. f. of the statutes is amended to read:

15 71.05 (8) (b) 28. f. Reduce the amount calculated under subd. 28. a.,b.,c..d. or
16 e. to the individual’s aggregate wages, salary, tips, unearned income and net
17 earnings from a trade or business that are taxable by this state.

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 History: 1987 a, 312; 1987 a, 411 5. 42, 43, 45,47 t0 49, 51 to 53; 1989 a. 31, 46; 1991 2. 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.

18 SECTION 9343. Initial applicability; revenue.
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(1) TUITION EXPENSE DEDUCTION, TN CTTAR\BE

treatment of section 71.05 (6) (b) 28‘./e.‘/and f./of the statutes first applies to taxable
years beginning on January 1 of the year in which this subsection takes effectféccept
that if this subsection takes effect after July 31fthe treatment of section 71.05 (6) (b)
28. e‘./ and f‘./of the statutes first applies to taxable years beginning on January 1 of

the year following the year in which this subsection takes effect.

(END)




DRAFTER’S NOTE LRB-0573/£L

FROM THE MES....ly.....
LEGISLATIVE REFERENCE BUREAU ’iM

DOR’s drafting instructions did not indicate that they wanted to amend s. 7
(b) 28. f., but their description of current law and\ problem indicates that’t
subdivision paragraph should be amended as shown in'this draft. Does the bill meet
your intent?

e /
1.05 (6
at

Marc E. Shovers
Senior Legislative Attorney
266-0129
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FROM THE MES:kmg:jf
LEGISLATIVE REFERENCE BUREAU

October 14, 1998

DOR’s drafting instructions did not indicate that they wanted to amend s. 71.05 (6)
(b) 28. f., but their description of current law and the problem indicates that that
subdivision paragraph should be amended as shown in this draft. Does the bill meet

your intent?

Marc E. Shovers
Senior Legislative Atlorney
266-0129



01-14/99 15:81 ISRE ADM MAD WI - DOA STATE BUDGET _ NO. 313

Department of Revenue Comments
LRB Draft 0573/P1
Ciarify Proration Provision Relating to Tuition Expense Deduction

The following changes are needed to the draft:

. {The change to sec. 71.05 1. is actually a substantive change. Adding

the references to subparagraphs a.,b..c., and d. results in the limitation imposed
by sec. 71.05467(b}28.1. being extended to individuals who are full-year

i Wisconsin. Previously the limitatish applied only to nonresidents
art-year residents of Wisconsi \

provisipn. Becausg the change being made to subparagraph e is regarded as a
clarification, it would be better if the change became effective the day after
publicatjon.

Prepared by: Tom Reid
Staff Specialist
IS&E Division
January 12, 1999
{608) 266-8474

Approved by;
Legal KZWP— _ pae_ /- /Y~ 73

Research and Analysis —b/,@g—._..‘_. K A Date_ __/L, L/qu

4

IS&E ’ Date_glir

Po2



State of Wisconsin /
1999 - 2000 LEGISLATURE LRB-0573/P Q

M\m&

DOA.......Gates—Hendrix — Clarify proration of tuition expense deduction

FOR 1999-01 BUDGET — NoT READY FOR INTRODUCTION

§

L 1 AN Acr .h.frelating to: clarifying the limitations on and the proration of the

2 tuition expenses deduction. i

Analysis by the Legislative Reference Bureau
TAXATION

INCOME TAXATION

Current law provides a subtraction from federal adjusted gross income for an

amount paid, up to $3,000 per year per student, for tuition to attend a university,

X o college, technical college or other approved school that is located in this state or that
o~ &/ is subject to the Minnesota~Wisconsin reciprocity agreement. The subtraction is
{j\ W;G phased out at certain income levels. Also under current law, nonresidents and

\v‘q | ) part-year residents of this state may claim a prorated amount of the subtraction

‘{.0“ ‘G" ¥} based on afraction, the numerator of which is the individual’s wages, income and net

& @,,:‘ l)xﬁ"' earnings from a trade or business that are taxable by this state and the denominator

< Q‘(, o5 which is the individual’s total wages, income and net earnings from a trade or

(e business-yThe subtraction is further limited to the total wages, income and net
({%" . earnings from a trade or business taxable by this state.

This bill clarifies that the proration applicable to nonresidents and part-year
residents of this state applies at all times and not just when the taxpayer is subject
to the phaseout provisions and also gdrifies /that the limitation of the credit to a

v
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claimant’s total wages, income and net earnings from a trade or business taxable by
this state applies to all taxpayers.

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

SEcTION 1. 71.05 (6) (b) 28. e. of the statutes is amended to read:

71.05 (6) (b) 28.e. Fer an individﬁal who is anonresident or part—year resident
of this state, I_nultipl& the amount calculated under subd. 28. a., b., c. or d. by a .
fraction the numerator of which is the individual’s‘ wages, salary, tips, unearned

income and net earnings from a trade or business that are taxable by this state and .

'the denommator of whlch is the individual’s total wages, salary,. tips, unearned -

income and net earnings from a trade or business. . In this subd. 28. e., ,»foy: aarried

ipersons ﬁlmg separately wages, salary, tlps unearned income and net earmngs

from a trade or business” means the separate wages, salary, tlps, unearned income

and net earnings from a trade or business of each spouse, and for-marrled persons -

filing jointly “wages, salary, tips, unearned income and net earnings from a trade or
business” means the total wages, salary, tips, unearned income and net earnings
from a trade or }ausiness of both spouses.

SECTION 2. 71.05 (6) (b) 28. f. of the statutes is amended to read:

71.05 (6) (b) 28. f. Reduce the amount calculated under subd. 28.a.,b.,c..d. or
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 9343. Initial applicability; revenue.

(1) TUITION EXPENSE DEDUCTJON, LIMITATIONS AND PRORATION. The treatment of
section 71.05(6) (b) 28. @ﬁ:e statutes first applies to taxable years beginning

en January 1 of the year in which this subsection takes effect, except that if this
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subsection takes effect after July 31 the treatment of section 71.05 (6) (b) 28. @

f. of the statutes 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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AN AcT ..., relating to: clarifying the limitations on and the proration of the

tuition expenses deduction.

Analysis by the Legislative Reference Bureau
TAXATION

INCOME TAXATION

Current law provides a subtraction from federal adjusted gross income for an
amount paid, up to $3,000 per year per student, for tuition to attend a university,
college, technical college or other approved school that is located in this state or that
is subject Lo the Minnesota—Wisconsin reciprocity agreement. The subtraction is
phased out at certain income levels. Also under current law, nonresidents and
part—year residents of this state may claim a prorated amount of the subtraction
based on a fraction, the numerator of which is the individual’s wages, income and net
earnings from a trade or business that are taxable by this state and the denominator
of which is the individual’s total wages, income and net earnings from a trade or
business. For a nonresident or part—year resident of this state, the subtraclion is
further limited to the total wages, income and net earnings from a trade or business
taxable by this state. ‘

This bill clarifies that the proration applicable to nonresidents and part—year
residents of this state applies at all times and not just when the taxpayer is subject
to the phaseout provisions and also changes current law such that the limitation of
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the credit to a claimant’s total wages, income and net earnings from a trade or
business taxable by this state applies to all taxpayers.

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

SEcTION 1. 71.05 (6) (b) 28. e. of the statutes is amended to read:

71.05 (6) (b) 28. e. For an individual who is a nonresident or part—year resident
of this state, multiply the amount calculated under subd. 28. a., b., c. or d. by a
fraction the numerator of which is the individual’s wages, salary, tips, unearned
income and net earnings from a trade or business that are taxable by this state and
the denominator of which is the individual’s total wages, salary, tips, unearned
income and net earnings from a trade or business. In this subd. 28. e., for married
persons filing separately “wages, salary, tips, unearned income and net earnings
from a trade or business” means the separate wages, salary, Lips, unearned income‘
and net earnings from a trade or business of each spouse, and for married persons
filing jointly “wages, salary, tips, unearned income and net earnings from a trade or
business” means the total wages, salary, tips, uncarned income and net earnings
from a trade or business of both spouses.

SECTION 2. 71.05 (8) (b) 28. f. of the statutes is amended to read:

71.05 (6) (b) 28. f. Reduce the amount calculated under subd. 28. a..b..c..d. or
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 9343. Initial applicability; revenue.

(1) TUITION EXPENSE DEDUCTION, LIMITATIONS AND PRORATION. The treatment of
section 71.05 () (b) 28. f. of the statutes first applies to taxable years beginning on

January 1 of the year in which this subsection takes effect, except that if this
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SECTION 9343

subsection takes effect after July 31 the treatment of section 71.05 (6) (b) 28. f. of the
statutes first applies to taxable years beginning on January 1 of the year following
the year in which this subsection takes effect.

(END)



NOTE TO DRAFTING FILE for LRB-0573:

Per the drafter, this draft has been redrafted
to a “/1” as no problems remain in the draft
that require resolution before introduction of
the budget bill. There are no changes
between the “/PX” and the “/1.”
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AN AcCT ..; relating to: clarifying the limitations on and the proration of the

tuition expenses deduction.

Analysis by the Legislative Reference Bureau
TAXATION

INCOME TAXATION

Current law provides a subtraction from federal adjusted gross income for an
amount paid, up to $3,000 per year per student, for tuition to attend a university,
college, technical college or other approved school that is located in this state or that
is subject to the Minnesota—Wisconsin reciprocity agreement. The subtraction is
phased out at certain income levels. Also under current law, nonresidents and
part—year residents of this state may claim a prorated amount of the subtraction
based on a fraction, the numerator of which is the individual’s wages, income and net
earnings from a trade or business that are taxable by this state and the denominator
of which is the individual’s total wages, income and net earnings from a trade or
business. For a nonresident or part—year resident of this state, the subtraction is
further limited to the total wages, income and net earnings from a trade or business
taxable by this state.

This bill clarifies that the proration applicable to nonresidents and part—year
residents of this state applies at all times and not just when the taxpayer is subject
to the phaseout provisions and also changes current law such that the limitation of
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the credit to a claimant’s total wages, income and net earnings from a trade or
business taxable by this state applies to all taxpayers.

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

SeECTION 1. 71.05 (6) (b) 28. e. of the statutes is amended to read:

71.05 (8) (b) 28. e. For an individual who is a nonresident or part—year resident
of this state, multiply the amount calculated under subd. 28. a., b., c. or d. by a
fraction the numerator of which is the individual’s wages, salary, tips, unearned
income and net earnings from a trade or business that are taxable by this state and
the denominator of which is the individual’s total wages, salary, tips, unearned
income and net earnings from a trade or business. In this subd. 28. e., for married
persons filing separately “wages, salary, tips, unearned income and net earnings
from a trade or business” means the separate wages, salary, tips, unearned income
and net earnings from a trade or business of each spouse, and for married persons
filing jointly “wages, salary, tips, unearned income and net earnings from a trade or
business” means the total wages, salary, tips, unearned income and net earnings
from a trade or business of both spouses.

SECTION 2. 71.05 (6) (b) 28. f. of the statutes is amended to read:

71.05 (6) (b) 28. f. Reduce the amount calculated under subd. 28. a., b., c., d. or
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 9343. Initial applicability; revenue.

(1) TUITION EXPENSE DEDUCTION, LIMITATIONS AND PRORATION. The treatment of
section 71.05 (8) (b) 28. f. of the statutes first applies to taxable years beginning on

January 1 of the year in which this subsection takes effect, except that if this
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subsection takes effect after July 31 the treatment of section 71.05 (8) (b) 28. f. of the
statutes first applies to taxable years beginning on January 1 of the year following
the year in which this subsection takes effect.

(END)



