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DOA.......Gates-Hendrix — Eliminate certain tax credits; federalize soc.
security and unemp. comp treatment and the stnd deduction;
change income tax rates and brackets; delay indexing,
withholding changes; create a personal exemption

FOR 1999-01 BUDGET — NoT READY FOR INTRODUCTION

Mij

AN ACT .. Felatifig to: eliminating the school property tax credit, eliminating
the v;orking families tax credit, eliminating miscellaneous from the itemized
deductions credit, federalizing the treatment of social security and

unemployment compensation, federalizing the standard deduction,

suspending the indexing of the standard deduction and individual income tax
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1 brackets, changing individual income tax rates and brackets and creating a

2 personal individual income tax exemption.

Analysis by the Legislative Reference Bureau
TAXATION
INCOME TAXATION
To be provided in a future version of the bill.

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

SECTION 1. 71.01 (16) of the statutes is amended to read:

71.01 (16) “Wisconsin taxable income” of natural persons means Wisconsin
adjusted grouss income less the Wisconsin standard deduction, less the personal
23

3 ) 20, with losses, depreciation, recapture

ATRY,

of benefits, offsets, depletion, deductions, penalties, expenses and other negative

income items determined according to the manner that income is or would be
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allocated, excépt that the negative income items on individual or separate returns
10  for net rents and other net returns which are marital property attributable to the
11 investment, rental, licensing or other use of nonmarital property shall be allocated

12 to the owner of the property.

13 SECTION 2. 71.05 (6) (b) 8. of the statutes is repealed.
14 SECTION 3. 71.05 (6) (b) 21. of the statutes is repealed.
15 ONA. N0 the st es jersreated.to read:

. X W30 erSonal exemption. I assumed
you dld_not want it to be available to4ndividu a taxpayer is entitled to an
exemption under section 151 of tgg JRe<Although this subdivision is a subtract /,
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SECTION 4

that, because m
ome” in s. 71.01 (16), it will come after Q/

SECTION 5. 71.05 (22) (dm) of the statutes is amended to read:
71.05 (22) (dm) Deduction limits; 1994 erd-thereafter to 1999. Except as
provided in par. (f), for taxable years beginning en-or-afterJanuary 11994 after

December 31, 1993, and before Janu 1, 2000, the Wisconsin standard deduction

is whichever of the following amounts is appropriate. For a single individual who has

modificationin s, 71
the definition of “Wisconsin
standard deduction in

a Wisconsin adjusted groés income of less than $7,500, the standard deduction is
$5,200. For a single individual whohasa Wisconsin adjusted gross income of at least
$7,500 but not more than $50,830, the standard deduction is the amount obtained
by subtracting from $5,200 12% of Wisconsin adjusted gross income in excess of
$7,500 but not less than $0. For a single individual who has a Wisconsin adjusted
gross income of more than :$50,830, the standard deduction is $0. For a head of
household who has a Wisconsin adjusted gross income of less than $7,500, the
standard deduction is $7,040. For a head of household who has a Wisconsin adjusted
gross income of at least $7,500 but not more than $25,000, the standard deduction
is the amount obtained by subtracting from $7,040 22.515% of Wisconsin adjusted
gross income in excess of $7,500 but not less than $0. For a head of household who
has a Wisconsin adjusted gross income of more than $25,000, the standard deduction
shall be calculated as ifthe head of household were a single individual. Foramarried
couple filing jointly that has an aggregate Wisconsin adjusted gross income of less
than $10,000, the standard deduction is $8,900. For a married couple filing jointly
that has an aggregate Wisconsin adjusted gross income of at least $10,000 but not
more than $55,000, the standard deduction is the amount obtained by subtracting

from $8,900 19.778% of aggregate Wisconsin adjusted gross income in excess of
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SECTION &
$10,000 but not less than $0. Fora married couple filing jointly that has an aggregate
Wisconsin adjusted gross income of more than $55,000, the standard deduction is $0.
For a married individual filing separately who has a Wisconsin adjusted gross
income of less than $4,750, the standard deduction is $4,230. For a married
individual filing separately who has a Wisconsin adjusted gross income of at least
$4,750 but not more than $26,140, the standard deduction is the amount obtained
by subtracting from $4,230 19.778% of Wisconsin adjusted gross income in excess of
$4,750 but not less than $0. For a married individual filing separately who has a
Wisconsin adjusted gross income of more than $26,140, the standard deduction is $0.
The secretary of revenue shall prepare a table under which deductions under this
paragraph shall be determined. That table shall be published in the department’s
instructional booklets.

SECTION 6. 71.05 (22) (dp) of the statutes is created to read:

71.05 (22) (dp) Deduction limits, 2000 and thereafter. Except as provided in
par. (f), for taxable years beginning after December 81, 1999, the Wisconsin standard
deduction is whichever of the following amounts is appropriate. For a single
individual who has a Wisconsin adjusted gross income of less than $10,380, the
standard deduction is $7,200. For a single individual who has a Wisconsin adjusted
gross income of at least $10,380 but not more than $70,380, the standard deduction
is the amount obtained by subtracting from $7,200 12% of Wisconsin adjusted gross
income in excess of $10,380 but not less than $0. For a single individual who has a
Wisconsin adjusted gross income of more than $70,380, the standard deduction is $0.
For a head of household who has a Wisconsin adjusted gross income of less than
$10,380, the standard deduction is $9,300. For a head of household who has a

Wisconsin adjusted gross income of at least $10,380 but not more than $30,350, the
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SECTION 6

standard deduction is the amount obtained by subtracting from $9,300 22.515% of
Wisconsin adjusted gross income in excess of $10,380 but not less than $0. Forahead
of household who has a Wisconsin adjusted gross income of more than $30,350, the
standard deduction shall be calculated as if the head of household were a single
individual. For a married couple filing jointly that has an aggregate Wisconsin
adjusted gross income of less than $14 570, the standard deduction is $12,970. For
é married couple filing jointly that has an aggregate Wisconsin adjusted gross
income of at least $14,570 but not more than $80,150, the standard deduction is the
amount obtained by subtracting from $12,970 19.77 8% of aggregate Wisconsin
adjusted gross income in excess of $14,570 but not less than $0. For a married couple
filing jointly that has an aggregate Wisconsin adjusted gross income of more than
$80,150, the standard deduction is $0. For a married individual filing separately
who has a Wisconsin adjusted gross income of less than $6,920, the standard
deduction is $6,160. For a married individual filing separately who has a Wisconsin
adjusted gross income of at least $6,920 but not more than $38,070, the standard
deduction is the amount obtained by subtracting from $6,160 19.778% of Wisconsin
adjusted gross income in excess of $6,920 but not less than $0. For a married
individual filing separately who has a Wisconsin adjusted gross income of more than
$38,070, the standard deduction is $0. The secretary of revenue shall preparea table
under which deductions under this paragraph shall be determined. That table shall
be published in the department’s instructional booklets.
SECTION 7. 71.05 (22) (ds) of the statutes is amended to read:

71.05 (22) (ds) Standard deduction indexing. For taxable years beginning after

December 31, 1998, and before January 1, 2000, and for taxable years beginning

07
v/
after December 31, mzw, ﬂée dollar amounts of the standard deduction that is
)
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SECTION 7

allowable under pas pars. (dm) and (dp) and all of the dollar amounts of Wisconsin

adjusted gross income under pa#: pars. (dm) and (dp) 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 of the year before the previous year, as determined by the
federal department of labor. 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 8. 71.05 (22) (P 4. b. of the statutes is amended to read:

71.05 (22) (f) 4.b. The standard deduction that maybe claimed by an individual
under par. (dm) or (dp), based on the individual’s filing status.
SEcTION 9. 71.06 (1m) (intro.) of the statutes is amended to read:
71.06 (1m) FIDUCIARIES, SINGLE INDIVIDUALS AND HEADS OF HOUSEHOLDS; AFFER

1997 TO 1999. (intro.) The tax to be assessed, levied and collected upon the taxable

incomes of all fiduciaries, except fiduciaries of nuclear decommissioning trust or
reserve funds, and single individuals and heads of households shall be computed at
the following rates for taxable years beginning after December 31, 1997, and before
January 1, 2000:

SECTION 10. 71.06 (1n) of the statutes is created to read:

71.06 (1n) FIDUCIARIES, SINGLE INDIVIDUALS AND HEADS OF HOUSEHOLDS; 2000. The

tax to be assessed, levied and collected upon the taxable incomes of all fiduciaries,
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SEcTION 10

except fiduciaries of nuclear decommissioning trust or reserve funds, and single
individuals and heads of households shall be computed at the following rates for
taxable years beginning after December 31, 1999, and before January 1, 2001:

(a) On all taxable income from $0 to $7,500, 4.68%.

(b) On all taxable income exceeding $7,500 but not exceeding $15,000, 6.25%.

(¢) On all taxable income exceeding $15,000 but not exceeding $112,500, 6.64%.

(d) On all taxable income exceeding $112,500, 6.7%.

SECTION 11. 71.06 (1p) of the statutes is created to read:

71.06 (1p) FIDUCIARIES, SINGLE INDIVIDUALS AND HEADS OF HOUSEHOLDS; AFTER
2000. The tax to be assessed, levied and collected upon the taxable incomes of all
fiduciaries, except fiduciaries of nuclear decommissionipg trust or reserve funds, and

single individuals and heads of households shall be computed at the following rates

~ for taxable years beginning after December 31, 2000:

(a) On all taxable income from $0 to $7,500, 4.59%.

(b) On all taxable income exceeding $7,500 but not exceeding $15,000, 6.13%.

(¢) On all taxable income exceeding $15,000 but not exceeding $112,500, 6.53%.

(d) On all taxable income exéeeding $112,500, 6.7%.

SECTION 12. 71.06 (2) (c) (intro.) of the statutes is amended to read:

71.06 (2) (c) (intro.) For joint returns, for taxable years beginning after
December 31, 1997, and before January 1, 2000:

SECTION 13. 71.06 (2) (d) (intro.) of the statutes is amended to read:

71.06 (2) (d) (intro.) For married persons filing separately, for taxable years
beginning after December 31, 1997, and before January 1, 2000:

SECTION 14. 71.06 (2) (e) of the statutes is created to read:
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SECTION 14

71.06 (2) (e) For joint returns, for taxable years beginning after December 31,

1999, and before January 1, 2001:

1. On all taxable income from $0 to $10,000, 4.68%.

2. On all taxable income exceeding $10,000 but not exceeding $20,000, 6.25%.
3. On all taxable income exceeding $20,000 but not exceeding $150,000, 6.64%.
4. On all taxable income exceeding $150,000, 6.7%.

SECTION 15. 71.06 (2) (f) of the statutes is created to read:

71.06 (2) (f) For married persons filing separately, for taxable years beginning

after December 31, 1999, and before January 1, 2001:

1. On all taxable income from $0 to $5,000, 4.68%.

9. On all taxable income exceeding $5,000 but not exceeding $10,000, 6.25%.
3. On all taxable income exceeding $10,000 but not exceeding $75,000, 6.64%.
4. On all taxable income exceeding $75,000, 6.7%.

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

71.06 (2) (g) For joint returns, for taxable years beginning after December 31,

2000:

1. On all taxable income from $0 to $10,000, 4.59%.
2. On all taxable income exceeding $10,000 but not exceeding $20,000, 6.13%.

3. On all taxable income exceeding $20,000 but not exceeding $150,000, 6.53%.
4. On all taxable income exceeding $150,000, 6.7%.
SECTION 17. 71.06 (2) (h) of the statutes is created to read:

71.06 (2) (h) For married persons filing separately, for taxable years beginning

after December 31, 2000:

1. On all taxable income from $0 to $5,000, 4.59%.

2. On all taxable income exceeding $5,000 but not exceeding $10,000, 6.13%.
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SecTION 17

3. On all taxable income exceeding $10,000 but not exceeding $75,000, 6.53%.

4. On all taxable income exceeding $75,000, 6.7%.

SECTION 18. 71.06 (2e) of the statutes is amended to read:

71.06 (2e) BRACKET INDEXING. For taxable years beginning after December 31,
1998, and before January 1, 2000, the maximum dollar amount in each tax bracket,
and the corresponding minimum dollar amount in the next bracket, under subs. (1m)
and (2) (¢) and (d), and for taxable years beginning after December 31, 2001, the

maximum dollar amount in each tax bracket. and the corresponding minimum dollar

mount in the next brack nder subs. (1p) and (2 nd (h), shall be increased
each year by a percentage equal tothe 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 of the year before the previous year, as determined
by the federal department of labor. Each amount that is revised under this
subsection 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 subsection
and incorporate the changes into the income tax forms and instructions.

SECTION 19. 71.06 (2m) of the statutes is amended to read:

71.06 (2m) RATE CHANGES. If a rate under sub. (1), (1m),(1n), (1p) or (2) changes
during a taxable year, the taxpayer shall compute the tax for that taxable year by the
methods applicable to the federal income tax under section 15 of the internal revenue
code.

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

71.06 (2s) (b) For taxable years beginning after December 81, 1997, and before
January 1, 2000, with respect to nonresident individuals, including individuals
changing their domicile into or from this state, the tax brackets under subs. (Im)and
(2) (c) and (d) shall be multiplied by a fraction, the numerator of which is Wisconsin
adjusted gross income and the denominator of which is federal adjusted gross
income. In this paragraph, for married persons filing separately “adjusted gross
income” means the separate adjusted gross income of each spouse, and for married
persons filing jointly “adjusted gross income” means the total adjusted gross income
of both spouses. If an individual and that individual’s spouse are not both domiciled
in this state during the entire taxable year, the tax brackets under subs. (1m) and
(2) (¢) and (d) on a joint return shall be multiplied by a fraction, the numerator of
which is their joint Wisconsin adjusted gross income and the denominator of which
is their joint federal adjusted gross income.

SECTION 21. 71.06 (2s) (¢) of the statutes is created to read:

71.06 (28) (c) For taxable years beginning after December 31, 1999, and before
January 1, 2001, with respect to nonresident individuals, including individuals
changing their domicile into or from this state, the tax brackets under subs. (1n) and
(2) (e) and (f) shall be multiplied by a fraction, the numerator of which is Wisconsin
adjusted gross income and the denominator of which is federal adjusted gross
income. In this paragraph, for married persons filing separately “adjusted gross
income” means the separate adjusted gross income of each spouse, and for married
persons filing jointly “adjusted gross income” means the total adjusted gross income
of both spouses. If an individual and that individual’s spouse are not both domiciled
in this state during the entire taxable year, the tax brackets under subs. (1n) and (2)

(e) and (f) on a joint return shall be multiplied by a fraction, the numerator of which

~
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SECTION 21
1 is their joint Wisconsin adjusted gross income and the denominator of which is their
2 joint federal adjusted gross income.
3 SECTION 22. 71.06 (2s) (d) of the statutes is created to read:
4 71.06 (2s) (d) For taxable years beginning after December 31, 2000, with
5 respect to nonresident individuals, including individuals changing their domicile
6 into or from this state, the tax brackets under subs. (1p) and (2) (g) and (h) shall be
7 multiplied by a fraction, the numerator of which is Wisconsin adjusted gross income
8 and the denominator of which is federal adjusted gross income. In this paragraph,
for married persons filing separately “adjusted gross income” means the separate
10 adjusted gross income of each spouse, and for married persons filing jointly “adjusted
11 gross income” means the total adjusted gross income of both spouses. Ifan individual
12 and that individual’s spouse are not both domiciled in this state during the entire
13 taxable year, the tax brackets under subs. (1p) aud (2) (g) and (h) on a joint return
14 shall be multiplied by a fraction, the numerator of which is their joint Wisconsin
15 adjusted g;oss income and the denominator of which is their joint federal adjusted
16 gross income.
17 SECTION 23. 71.07 (5) (a) 7. of the statutes is created to read:

18 71.07 (5) (a) 7. Miscellaneous itemized deductions under sections 67 (b) and

\/ 19 w=x+%  of the Internal Revenue Code.

++xNOTE: The department of revenue believes that another IRC code section needs’
to0 be added here and Tve been told that DOR will locate the section and let me know.

[
\ /\‘ | ﬂ’ ““““ N e )
: SECTION 24. 71.07 (5m) (e) of the statutes is created to read:
71.07 (5m) (e) Sunset. No new claim may be filed under this subsection for a

taxable year that begins after December 31, 1999.

SECTION 25. 71.07 (9) (g) of the statutes is created to read:
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SECTION 25
71.07 (9) (g) No new claim may be filed under this subsection for a taxable year

that begins after December 31, 1999.

SECTION 26. 71.125 of the statutes is amended to read:

71.125 Imposition of tax. (1) Except as provided in sub. (2), the tax imposed
by this chapter on individuals and the rates under s. 71.06 (1), (1m), (1n), (1p) and
(2) shall apply to the Wisconsin taxable income of estates or trusts, except nuclear
decommissioning trust or reserve funds, and that tax shall be paid by the fiduciary.

(2) Each electing small business trust, as defined in section 1361 (e) (1) of the
Internal Revenue Code, is subject to tax at the highest rate unders. 71.06 (1) erunder
§—71.06, (1m), (1n) or (1p), whichever taxable year is applicable, on its income as
computed under section 641 of the Internal Revenue Code, as modified by s. 71.05
(8) to (12), (19) and (20).

SECTION 27. 71.17 (8) of the statutes is amended to rcad:

71.17 (6) FUNERAL TRUSTS. If a qualified funeral trust makes the election under
section 685 of the Internal Revenue Code for federal income tax purposes, that
election applies for purposes of this chapter and each trust shall compute its own tax
and shall apply the rates under s. 71.06 (1) and, (1m), (1n) or ( 1p).

SECTION 28. 71.64 (9) (b) of the statutes is amended to read:

71.64 (9) (b) The department shall from time to time adjust the withholding
tables to reflect any changes in income tax rates, any applicable surtax or any
changes in dollar amounts in s. 71.06 (1), (1m), i‘ 1n), (1p) and (2) resulting from
statutory changes, except that the department may not adjust the withholding tables
to reflect the changes in rates in s. 71.06 (1m), (1n), (1p) and (2) (c) and, (d), (e), (),
(g) and (h) and any changes in dollar amounts with respect to bracket indexing under
s.71.06 (2e) and with respect to standard deduction indexing under s. 71.05 (22) (ds)
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SECTION 28

for any taxable year that begins before January July 1, 2000. The tables shall

account for the working families tax credit under s. 71.07 (5m), subject to s. 71.07
(5m) (e). The tables shall be extended to cover from zero to 10 withholding

exemptions, shall assume that the payment of wages in each pay period will, when
multiplied by the number of pay periods in a year, reasonably reflect the annual wage
of the employe from] the employer and shall be based on the further assumption that
the annual wage will be reduced for allowable deductions from gross income. The
department may determine the length of the tables and a reasonable span for each
bracket. In preparing the tables the department shall adjust all withholding
amounts not an exact multiple of 10 cents to the next highest figurethatisa multiple
of 10 cents. The department shall also provide instructions with the tables for

withholding with respect to quarterly, semiannual and annual pay periods.

+rxNOTE: Please review this paragraph very carefully. I'm not sure if itimplements
your intent, Your instructions state that the bill should “Implement withholding for the
6.539/6.25%/4.59% [rates] on July 1, 2000”, but these rates don’t apply until taxable year
2001. Do you mean that you want DOR to start withholding at these lower rates on July
1, 2000, even though the rates don’t apply for another 6 months, on January 1, 2001?

SECTION 29. 71.67 (4) (a) of the statutes is amended to read:

71.67 (4) (a) The administrator of the lottery division in the department under
ch. 565 shall withhold from any lottery prize of $2,000 or more an amount determined
by multiplying the amount of the prize by the highest rate applicable to individuals
under s. 71.06 (1) ex, (1m), (1n) or (1p). The administrator shall deposit the amounts
withheld, on a monthly basis, as would an employer depositing unders. 71.65 (3) (a).

SECTION 30. 71.67 (5) (a) of the statutes is amended to read:

71.67 (5) (a) Wager winnings. A person holding a license to sponsor and
manage races under s. 562.05 (1) (b) or (c) shall withhold from the amount of any

payment of pari-mutuel winnings under s. 562.065 (3) (a) or (3m) (a) an amount
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SECTION 30
determined by multiplying the amount of the payment by the highest rate applicable
to individuals under s. 71.06 (1) (a) to (c) ex (1m), (1n) or (1p) if the amount of the
payment is more than $1,000.
SecTION 9343. Initial applicability; revenue.
(1) MODIFICATION OF THE INDIVIDUAL INCOME TAX SYSTEM. The treatment of
v -
 Cam) and (b

mV‘d
sections 71.01(186), 71.05 (6) (b) 8.421. W\% and 71.07 (5) (a) 7ﬁf the stafutes first

applies to taxable years beginning on January 1, 2000.

(END)
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SECTION 1. 71.05 (28) of the statutes is created to read:
/ 71.05 (23) PERSONAL /E(XEMPTIONS. From federal adjusted gross income, an

individual taxpayer may subtract the following amounts:

(a) For taxable years that begin after December 31, 1999/and before January
1, 2001:

1. A personal exemption of $600 if the taxpayer is required to file a return under
s. 71.03 (2) (a) l.l/or 2.‘/emd $600 for the taxpayer’s spouse, except for a married
individual who is filing separately or as a head of household.

2. An exemption of $600 for an individual for whom the taxpayer is entitled to
an exemption for the taxable year under section 151 (c) of the Internal Revenue Code.

3. An additional exemption of $300 if the taxpayer has reached the age of 65
before the close of the taxable year to which his or her tax return relates and $300
for the taxpayer’s spouse if he or she has reached the age of 65 before the close of the
taxable year to which his or her\'/tax return relates, except for a married individual
who is filing separately or as a head of household.

(b) For taxable years that begin after December 31, 2000:

1. A personal exemption of $700 if the taxpayer is required to file a return under
s. 71.03 (2) (a) l.tgr 2.‘/and $700 for the taxpayer’s spouse, except for a married
individual who is filing separately or as a head of household.

2. An exemption of $700 for an individual for whom the taxpayer is entitled to

an exemption for the taxable year under section 151 (c) of the Internal Revenue Code.
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3. An additional exemption of $350 if the taxpayer has reached the age of 65
before the close of the taxable year to which his or her tax return relates and $300
for the taxpayer’s spouse if he or she has reached the age of 65 before the close of the
taxable year to which his or he'r/tax return relates, except for a married individual
who is filing separately or as a head of household.

(©

1 0 sta iS a ead:

WW With respect to persons who change their domicile into or from this
state during the taxable year and nonresident persons, personal exemptions shall be
limited to the fraction of the amount so determined that Wisconsin adjusted gross
income is of federal adjusted gross income. In this paragraph, for married persons
filing separately “adjusted gross income” means the separate adjusted gross income
of each spouse and for married persons filing jointly “adjusted gross income” means
the total adjusted gross income of both spouses. If a person and that person’s spouse
are not both domiciled in this state during the entire taxable year, their personal
exemptions on a joint return are determined by multiplying the personal exemption
that would be available to each of them if they were both domiciled in this state
during the entire taxable year by a fraction the numerator of which is their joint
Wisconsin adjusted gross income and the denominator of which is their joint federal

adjusted gross income.

History: 1987 a. 312; 1987 a. 411 ss. 63, 79 to 82, 85, 86; 1987 a. 419, 422; 1989 a. 31, 44, 56, 100, 359; 1991 a. 39, 269, 292; 1993 a. 16, 112, 204, 471, 491, 1995 a. 27
ss. 3377m to 3393m, 9116 (5) 1995 a-209;22%-400, 453; 1997 a. 27, 41, 237, 299 History: 1987 a. 312; 1987 a. 411 ss. 63, 79 to 82, 85, 86; 1987 a. 419, 422; 1989 a. 31, 44,
56, 100, 359; 1991 2.39 993 A 16 ps 471 491, 19952, 27 ss. 3377m to 3393m, 9116 (5); 1995 a. 209, 227 400, 453 1997 a. 27, 41, 237, 299.

Y

SEcCTION 3. 71,07 (5) (am) of the statutes is created to read:

71.07 (5) (am) 1. If the amount determined under par. (a) exceeds $50,000, it

shall be reduced to $50,000 by subtracting from that sum any amount of itemized
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deductions, that are otherwise allowable in calculating the sum under par. (a), that
are necessary to reduce that sum to $50,000.

2. To the $50,000 limit under subd. 1., add any amount that may be claimed as
a deduction under section 213 of the Internal Revenue Code, to the extent that such
amount is not. included in the@$50,000 calculated under subd. 1. or excluded under
par. (a) 15.

SECTION 4. 71.07 (5) (b) of the statutes is amended to read: J

71.07 (5) (b) Subtract the standard deduction under s. 71.05 (22) from the
amount under par. (a) or, if the amount under par. (a) exceeds $50,000, from the

Ve
amount under par. (am).

History: 1987 a. 312; 1987 a, 411 ss. 63, 79 to 82, 85, 86; 1987 a. 419, 422; 1989 a. 31, 44, 56, 100, 359; 1991 a. 39, 269, 292; 1993 a. 16, 112, 204, 471, 491; 1995 a. 27
ss. 3377m to 3393m, 9116 (5); 1995 a. 209, 227, 400, 453; 1997 a. 2/, 41, 237, Z99.History: 1987 a. 312; 1987 a, 411 88. 63, 7910 82, 85, 86; 1937 a. 419, 422; 1989 a. 31, 44,

56,100, 359; 1991 2. 39, 4993-0- 204, 471, 491; 1995 2, 27 s5. 3377m to 3393m, 9116 (5); 1995 a. 209, 227, 400, 453; 1997 a. 27, 41, 237, 299.
SERT 11-22

SECTION 5. 71.07 (6) (am) 2. c. of the statutes is amended to read:

71.07 (8) (am) 2. c. For taxable years beginning after December 31, 1999, and
before January 1, 2001, 2.75% of the earned income of the spouse with the lower

earned income, but not more than $385 $412.50.-

History: 1987 a. 312; 1987 a. 411 ss. 63, 79 to 82, 85, 86; 1987 a. 419, 422; 1989 a. 31, 44, 56, 100, 359; 1991 a. 39, 269, 292; 1993 a. 16, 112, 204, 471, 491; 1995 a. 27
ss. 3377m to 3393m, 9116 (5); 1995 a. 200, 227, 400, 453; 1097 a. 27, 41,237, 200 History: 1087 2. 312, 1087 a_411 ss. 63, 79 to 82, 85, 86 1987 a 410, 427; 1989 a 31, 44,
56, 100, 359; 1991 a. 39, 269, 292; 1993 a. 16, 112, 204, 471, 491; 1995 a. 27 ss. 3377m to 3393m, 9116 (5); 1995 a. 209, 227, 400, 453; 1997 a. 27, 41, 237, 299.

SECTION 6. 71.07 (6) (am) 2. d. of the statutes is amended to read:
71.07 (6) (am) 2. d. For taxable years beginning after December 31, 2000, 3%
of the earned income of the spouse with the lower earned income, but not more than

$420 $450.

History: 1987 a. 312; 1987 a. 411 ss. 63, 79 to 82, 85, 30; 198/ a. 419, 422; 1989 a. 31, 44, 36, 100, 359; 1991 a. 39, 269, 292; 1993 u. 16, 112, 204, 471, 491; 1995 a. 27
ss. 3377m to 3393m, 9116 (5); 1995 a. 209, 227, 400, 453; 1997 a. 27, 41,437, 299.History: 1987 a. 312; 1987 a. 411 ss. 63, 79 to 82, 85, 86; 1987 a. 419, 422; 1989 a. 31, 44,
56, 100, 359; 1991 a. 39, 269, 292; 1993 a. 16, 112, 204, 471, 491; 19p5 a. 27 ss. 3377m to 3393m, 9116 (5); 1995 a. 209, 227, 400, 453; 1997 a. 27, 41, 237, 299.

SECTION 7. 71.07 (8) (d) of the statutes is created to read:

71.07 (8) (d) No new claim may be filed under this subsection for a taxable year

that begins after December 31, 1999.
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ConstantBasisA | . oot & 1965
Fax ¢ Faxd
A laxpayer who st - - ederal basis different

from the !\ﬁs?ﬂﬂtin DAY, 3 IETITU LU SOJSL VWBLIRII HIRAIIE s IETEWL ue ot Of this differance.
‘n-l_is applies if the asset was ownad prior to January 1, 1665. A constant basls assel Is one, such as
unimproved lsnd, for which depreciation is not allewed,

Authorizatien: \Viscansin Statutea, section 71.06 (13)(b)
RYSE Ficcal ENect: Minimal

» Adjusted Basis of Assets Acquired after January 1, 1965

A taxpayer who acquires @ constant basis asset, such as unimproved land, which has a federal basis
different from the Wisconsin basis, is required to medify Wiscansin income to reflact the difference in the
year that tha asset is sold or ctterwise dispossd of. When 8 taxpayer acquires a changing basis asset
one for which depreciation is aliowed, such as a building, Wisconsin income is madified to reflect
differances in the state and federal bagas each year, except that the differencas may be amortized aver a

pericd of five years or less.

This section applies to property acquirad after January 1, 1865, for Wisconsin tax purposes. [t alsa
generally appliss to taxpayers who mova intn the siate and bring certain propesty with tham.

Autherization: Wisconsin Statutes, gection 71.05 (18) and (20)
FYS6 Fiscal Effect Minimal
Capital Gains Deductien

Wisconsin aflows taxpayers to exciude 80% of the capilal gain on assels held mare than one year. This
exciusion is generally similar to the exclusion afiowed under federal law prior to 1987, but repealed in the
Tax Refarm Act of 1886, Wiseemaln chaas nst to edopt this featura of the Tax Reform Act, bt to rataln the

special reatment of capital gains.
Authorization: Wisconsin Statutes, section 71.05 (6)}(b)2

FY36 Fiscal Effect: $104,000,000

—-—-—-—> Unempleyment Compensation

Wisconsin excludes a parion of Unamployment compensstion from incoma whaen income falls below
certain amounts, Taxadla unampioymert compensation equals the lesser of total unemployment
compensation er 50% of the amount, if any, by which unempleyment benefits plua the recipient's adjusted
grass incame (excluding unemployment esmpensation and cortain disabiilly benefits) excesd specified
bace amounts. The base amounts ara: $12,000 far singis parsans and manied pemons who file separately
and lived apart from their spouses for the full tax yaar, $18,000 for marriad persons fling a jair returT; and
S0 for mamed parsans who tie sepwately S lived with their spouses for part or alj of the tax year. This
treatment ig eimilar to 987 federal lreatment. The Tax Reform Act of 1986 made sl unemployment
benefits taxable for federal purposes, beginning with the 1887 tax yaar. Wisconsin chosa net ta follow this

treatmeant. .
Authorization: Wiscongin Statules, aection 71.05 (6)(%)8
FYS6 Fiacal Effoct: $4,200,000
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DOA:......Gates-Hendrix — Eliminate certain tax credits; federalize soc.

security and unemp. comp treatment and the stnd deduction;
change income tax rates and brackets; delay indexing,
withholding changes; create a personal exemption

FOR 1999-01 BUDGET — NoT READY FOR INTRODUCTION

D —

AN ACT&”.?;“relating to: eliminating the school property tax credit, eliminating
the working families tax crédit, eliminating miscellaneous from the itemized
deductions credit, federalizing the treatment of social security and
unemployment compensation, federalizing the standard deduction,

suspending the indexing of the standard deduction and individual income tax
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brackets, changing individual income tax rates and brackets and creating a

personal individual income tax exemption.

Analysis by the Legislative Reference Bureau
TAXATION
INCOME TAXATION

! ob ided ima fu versian

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

SEcTION 1. 7 1.01 (16) of the statutes is amended to read:
71.01 (16) “Wisconsin taxable income” of natural persons means Wisconsin

adjusted gross income less the Wisconsin standard deduction, less the personal
exemption described under s. 71.05 (23), with losses, depreciation, recapture of

benefits, offsets, depletion, deductions, penalties, expenses and other negative
income items determined according to the manner that income is or would be
allocated, except that the negative income items on individual or separate returns
for net rents and other net returns which are marital property attributable to the
investment, rental, licensing or other use of nonmarital property shall be allocated
to the owner of the property.

SECTION 2. 71.05 (6) (b) 8. of the statutes is repealed.

SECTION 3. 71.05 (8) (b) 21. of the statutes is repealed.

SECTION 4. 71.05 (22) (dm) of the statutes is amended to read:

71.05 (‘22) (dm) Deduction limits; 1994 end-thereafter to 1999. Except as
provided in par. (f), for taxable years beginning on-or-after-January 11984 after
December 31, 1993, and before January 1, 2000, the Wisconsin standard deduction

is whichever of the following amounts is appropriate. For a single individual who has
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SECTION 4

a Wisconsin adjusted gross income of less than $7,500, the standard deduction is
$5,200. For a single individual who hasa Wisconsin adjusted gross income of at least
$7,500 but not more than $50,830, the standard deduction is the amount obtained
by subtracting from $5,200 12% of Wisconsin adjusted gross income in excess of
$7,500 but not less than $0. For a single individual who has a Wisconsin adjusted
gross income of more than $50,830, the standard deduction is $0. For a head of
household who has a Wisconsin adjusted gross income of less than $7,500, the
standard deduction is $7,040. For a head of household who has a Wisconsin adjusted
gross income of at least $7,500 but not more than $25,000, the standard deduction
is the amount obtained by subtracting from $7,040 22.5 15% of Wisconsin adjusted
gross income in excess of $7,500 but not less than $0. For a head of household who
has a Wisconsin adjusted gross income of more than $25,000, the standard deduction
shall be calculated as ifthe hcad of household were a single individual. For a married
couple filing jointly that has an aggregate Wisconsin adjusted gross income of less
than $10,000, the standard deduction is $8,900. For a married couple filing jointly

that has an aggregate Wisconsin adjusted gross income of at least $10,000 but not

. more than $55,000, the standard deduction is the amount ‘obtained by subtracting

from $8,900 19.778% of aggregate Wisconsin adjusted gross income in excess of
$10,000 but not less than $0. For a married couple filing jointly that has an aggregate
Wisconsin adjusted gross income of more than $55,000, the standard deduction is $0.
For a married individual filing separately who has a Wisconsin adjusted gross
income of less than $4,750, the standard deduction is $4,230. For a married
individual filing separately who has a Wisconsin adjusted gross income of at least
$4,750 but not more than $26,140, the standard deduction is the amount obtained

by subtracting from $4,230 19.778% of Wisconsin adjusted gross income in excess of
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SECTION 4
$4,750 but not less than $0. For a married individual filing separately who has a
Wisconsin adjusted gross income of more than $26,140, the standard deduction is $0.
The secretary of revenue shall prepare a table under which deductions under this
paragraph shall be determined. That table shall be published in the department’s
instructional booklets.

SECTION 5. 71.05 (22) (dp) of the statutes is created to read:

71.05 (22) (dp) Deduction limits, 2000 and thereafter. Except as provided in
par. (f), for taxable years beginning after December 31, 1999, the Wisconsin standard
deduction is whichever of the following amounts is appropriate. For a single
individual who has a Wisconsin adjusted gross income of less than $10,380, the
standard deduction is $7,200. For a single individual who has a Wisconsin adjusted
gross income of at least $10,380 but not more than $70,380, the standard deduction
is the amount obtained by subtracting from $7,200 12% of Wisconsin adjusted gross

income in excess of $10,380 but not less than $0. For a single individual who has a

'Wisconsin adjusted gross income of more than $70,380, the standard deduction is $0.

For a head of household who has a Wisconsin adjusted gross income of less than
$10,380, the standard deduction is $9,300. For a head of household who has a
Wisconsin adjusted gross income of at least $10,380 but not more than $30,350, the
standard deduction is the amount obtained by subtracting from $9,300 22.515% of
Wisconsin adjusted gross income in excess of $10,380 but not less than $0. For a head
of household who has a Wisconsin adjusted gross income of more than $30,350, the
standard deduction shall be calculated as if the head of household were a single
individual. For a married couple filing jointly that has an aggregate Wisconsin
adjusted gross income of less than $14,570, the standard deduction is $12,970. For

a married couple filing jointly that has an aggregate Wisconsin adjusted gross
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SECTION §

income of at least $14,570 but not more than $80,150, the standard deduction isthe
amount obtained by subtracting from $12,970 19.778% of aggregate Wisconsin
adjusted gross income in excess of $14,570 but not less than $0. For a married couple
filing jointly that has an aggregate Wisconsin adjusted gross income of more than
$80,150, the standard deduction is $0. For a married individual filing separately
who has a Wisconsin adjusted gross income of less than $6,920, the standard
deduction is $6,160. For a married individual filing separately who has a Wisconsin
adjusted gross income of at least $6,920 but not more than $38,070, the standard
deduction is the amount obtained by subtracting from $6,160 19.778% of Wisconsin
adjusted gross income in excess of $6,920 but not less than $0. For a married
individual filing separately whohas a Wisconsin adjusted gross income of more than
$38,070, the standard deduction is $0. The secretary of revenue shall prepare a table
under which deductions under this paragraph shall be determined. That table shall
be published in the department’s instructional booklets.

SECTION 6. 71.05 (22) (ds) of the statutes is amended to read:

71.05 (22) (ds) Standard deduction indexing. For taxable years beginning after
December 31, 1998ﬂﬁmmmﬂmﬂmw&bﬁm
after December 31, 2000, the dollar amounts of the standard deduction that is
allowable under par. pars. (dm) and (dp) and all of the dollar amounts of Wisconsin
adjusted gross income under pa#: pars. (dm) and (dp) 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 of the year before the previous year, as determined by the

federal department of labor. Each amount that is revised under this paragraph shall



10
11
12
13
14
15
16
17
18
20
21
22
23

24

- i -6- LRB-1917/P2
1999 — 2000 Legislature 6 MES:kmghmh

SECTION 6
be rounded to the nearest multiple of $10 if the revised amount is not a multiple of
$10 or, if the revised amount isa 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 7. 71.05 (22) (f) 4. b. of the statutes is amended to read:

71.05 (22) () 4. b. The standard deduction that may be claimed by an individual
under par. (dm) or (dp), based on the individual’s filing status.

SECTION 8. 71.05 (23) of the statutes is created to read:

Tw comprtin Wiscons'a tacatde |n (Ime

71.05 (28) PERSONAL EXEMPTIONS. @MMMM , an
individual taxpayer may subtract the following amounts: ®

(a) For taxable years that begin after December 31, 1999, and before January
1, 2001:

1. A personal exemption of $600 if the taxpayer is required to file a return under
s. 71.08 (2) (a) 1. or 2. and $600 for the taxpayer’s spouse, except for a married
individual who is filing separately or as a head of household.

2. An exemption of $600 fora;ﬁnmgiﬁ'lal for whom the taxpayer is entitled to
an exemption for the taxable year under section 151 (c) of the Internal Revenue Code.

3. An additional exemption of W fl-fe) gaxpayer has reached the age of 65
before the close of the taxable year to which his or her tax return relates and @O °
for the taxpayer’s spouse if he or she has reached the age of 65 before the close of the
taxable year to which his or her tax return relates, except for a married individual
who is filing separately or as a head of household.

(b) For taxable years that begin after December 31, 2000:
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SecTION 8

1. A personal exemption of $700 if the taxpayeris required to file a return under
s. 71.03 (2) (a) 1. or 2. and $700 for the taxpayer’s spouse, except for a married
individual who is filing separately or as a head of household.

2. An exemption of $700 for an individual for whom the taxpayer is entitled to
an exemption for the taxable year under section 151 (c) of the Internal Revenue Code.

v’ > X%
3. An additional exemption of Mﬁ?& the taxpayer has reached the age of 65

250

before the close of the taxable year to which his or her tax return relates and {70
for the taxpayer’s spouse if he or she has reached the age of 65 before the close of the
taxable year to which his or her tax return relates, except for a married individual
who is filing separately or as a head of household.

(c) With respeet to persons who change their domicile into or from this state

wrdep PaFs, (a)and ()

during the taxable year and nonresident persons, personal exemption?) shall be
limited to the fraction of the amount so determined that Wisconsin adjusted gross
income is of federal adjusted gross income. In this paragraph, for married persons
filing separately “adjusted gross income” means the separate adjusted gross income
of each spouse and for married persons filing jointly “adjusted gross income” means
the total adjusted gross income of both spouses. If a person and that person’s spouse
are not both domiciled in this state during the entire taxable year, their personal
exemptions on a joint return are determined by multiplying the personal exemption
that would be available to each of them if they were both domiciled in this state
during the entire taxable year by a fraction the numerator of which is their joint
Wisconsin adjusted gross income and the denominator of which is their joint federal
adjusted gross income.

SECTION 9. 71.06 (1m) (intro.) of the statutes is amended to read:
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SECTION 9

71.06 (1m) FIDUCIARIES, SINGLE INDIVIDUALS AND HEADS OF HOUSEHOLDS; AFTER

1997 TO 1999. (intro.) The tax to be assessed, levied and collected upon the taxable

incomes of all fiduciaries, except fiduciaries of nuclear decommissioning trust or
reserve funds, and single individuals and heads of households shall be computed at
the following rates for taxable years beginning after December 31, 1997 ,and before
January 1, 2000:

SECTION 10. 71.06 (1n) of the statutes is created to read:

71.06 (1n) FIDUCIARIES, SINGLE INDIVIDUALS AND HEADS OF HOUSEHOLDS; 2000. The
tax to be assessed, levied and collected upon the taxable incomes of all fiduciaries,
except fiduciaries of nuclear decommissioning trust or reserve funds, and single
individuals and heads of households shall be computed at the following rates for
taxable years beginning after December 31, 1999, and before January 1, 2001:

(a) On all taxable income from $0 to $7,500, e. ({- Ea 6 3

(b) On all taxable income exceeding $7,500 but not exceeding $15,000, W ' ?

(d) On all taxable income exceeding $112,500, 6.7%.

SECTICN 11. 71.06 (1p) of the statutes is created to read:

71.06 (1p) FIDUCIARIES, SINGLE INDIVIDUALS AND HEADS OF HOUSEHOLDS; AFTER
2000. The tax to be assessed, levied and collected upon the taxable incomes of all
fiduciaries, except fiduciaries of nuclear decommissioning trust or reserve funds, and
single individuals and heads of households shall be computed at the following rates
for taxable years beginning after December 31, 2000:

(a) On all taxable income from $0 to $7,500, W 1.6 @ (5

(b) On all taxable income exceeding $7,500 but not exceeding $15,000, M% ‘

(c) On all taxable income exceeding $15,000 but not exceeding $112,500, Wﬁ
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SEcTION 11

(d) On all taxable income exceeding $112,500, 6.7%.

SecTION 12. 71.06 (2) (¢) (intro.) of the statutes is amended to read:

71.08 (2) (c) (intro.) For joint returns, for taxable years beginning after
December 31, 1997, and before January 1, 2000:

SECTION 18. 71.06 (2) (d) (intro.) of the statutes is amended to read:

71.06 (2) (d) (intro.) For married persons filing separately, for taxable years
beginning after December 31, 1997, and before January 1, 2000:

SECTION 14. 71.06 (2) (e) of the statutes is created to read:

71.06 (2) (e) For joint returns, for taxable years beginning after December 31,
1999, and before January 1, 2001:

4,37
1. On all taxable income from $0 to $10,000, W’P L3 F

9. On all taxable income exceeding $10,000 but not exceeding $20,000, GddBye.

3. On all taxable income exceeding $20,000 but not exceeding $150,000, Wf

4. On all taxable income exceeding $150,000, 6.7%.

SECTION 15. 71.06 (2) (f) of the statutes is created to read:

71.08 (2) (f) For married persons filing separately, for taxable years beginning
after December 31, 1999, and before January 1, 2001:

1. On all taxable income from $0 to $5,000, Wf (.37

9 On all taxable income exceeding $5,000 but not exceeding $10,000, 5(#%

3. On all taxable income exceeding $10,000 but not exceeding $75,000, ﬂﬁ?@o.

477

4. On all taxable income exceeding $75,000, 6.7%.
SECTION 16. 71.06 (2) (g) of the statutes is created to read:
71.06 (2) (g) For joint returns, for taxable years beginning after December 31,
2000: '
1.6
1. On all taxable income from $0 to $10,000, W%;

655
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SECTION 16
615

9. On all taxable income exceeding $10,000 but not exceeding $20,000, Gulie.

3. On all taxable income exceeding $20,000 but not exceeding $150,000,W

4. On all taxable income exceeding $150,000, 6.7 %.

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

71.06 (2) (h) For married persons filing separately, for taxable years beginning
after December 31, 2000:

1. On all taxable income from $0 to $5,000, W‘M

9. On all taxable income exceeding $5,000 but not exceeding $10,000, mﬁ;

3. On all taxable income exceeding $10,000 but not exceeding $75,000, Gmﬁ%

4. On all taxable income exceeding $75,000, 6.7%.

SECTION 18. 71.06 (2e) of the statutes is amended to read:

71.06 (2¢) BRACKET INDEXING. For taxable years beginning after December 31,
1998, and before January 1, 2000, the maximum dollar amount in each tax bracket,
and the corresponding minimum dollar amount in the next bracket, under subs. (1m)
and (2) (c) and (d)_and for taxable years beginning after December 31, 2001, the
maximum dollaram in each rack rresponding minimu llar

nt i next brack r .(1p)and (2 nd (h), 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 of the year before the previous year, as determined
by the federal department of labor. Each amount that is revised under this
subsection 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

be
bos

bes™

iy
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SEcTION 18

shall annually adjust the changes in dollar amounts required under this subsection
and incorporate the changes into the income tax forms and instructions.

SECTION 19. 71.06 (2m) of the statutes is amended to read:

71.06 (2m) RATE CHANGES. If a rate under sub. (1), (1m),(1n), (1p) or (2) changes
during a taxable year, the taxpayer shall compute the tax for that taxable year by the
methods applicable to the federal income tax under section 15 of the internal revenue
code.

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

71.06 (2s) (b) For taxable years beginning after December 31, 1997, and before
January 1, 2000, with respect. to nonresident individuals, including individuals
changing their domicile into or from this state, the tax brackets under subs. (1m)and
(2) (c) and (d) shall be multiplied by a fraction, the numerator of which is Wisconsin
adjusted gross income and the denominator of which is federal adjusted gross
income. In this paragraph, for married persons filing separately “adjusted gross
income” means the separate adjusted gross income of each spouse, and for married
persons filing jointly “adjusted gross income” means the total adjusted gross income
of both spouses. If an individual and that individual’s spouse are not both domiciled
in this state during the entire taxable year, the tax brackets under subs. (1m) and
(2) (¢) and (d) on a joint return shall be multiplied by a fraction, the numerator of
which is their joint Wisconsin adjusted gross income and the denominator of which
is their joint federal adjusted gross income.

SECTION 21. 71.06 (25) (c) of the statutes is created to read:

71.06 (2s) (c) For taxable years beginning after December 31, 1999, and before
January 1, 2001, with respect to nonresident individuals, including individuals

changing their domicile into or from this state, the tax brackets under subs. (1n) and
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SECTION 21
(2) (e) and (f) shall be multiplied by a fraction, the numerator of which is Wisconsin
adjusted gross income and the denominator of which is federal adjusted gross
income. In this paragraph, for married persons filing separately “adjusted gross
income” means the separate adjusted gross income of each spouse, and for married
persons filing jointly “adjusted gross income” means the total adjusted gross income
of both spouses. If an individual and that individual’s spouse are not both domiciled
in this state during the entire taxable year, the tax brackets under subs. (1n) and (2)
(e) and (f) on a joint return shall be multiplied by a fraction, the numerator of which
is their joint Wisconsin adjusted gross income and the denominator of which is their
joint federal adjusted gross income.

SECTION 22. 71.06 (2s) (d) of the statutes is created to read:

71.06 (2s) (d) For taxable years beginning after December 31, 2000, with
respect to nonresident individuals, including individuals changing their domicile
into or from this state, the tax brackets under subs. (1p) and (2} (g) and (h) shall be
multiplied by a fraction, the numerator of which is Wisconsin adjusted gross income
and the denominator of which is federal adjusted gross income. In this paragraph,
for married persons filing separately “adjusted gross income” means the separate
adjusted gross income of each spouse, and for married persons filing jointly “adjusted
gross income” means the total adjusted gross income of both spouses. If an individual
and that individual’s spouse are not both domiciled in this state during the entire
taxable year, the tax brackets under subs. (1p) and (2} (g) and (h) on a joint return
shall be multiplied by a fraction, the numerator of which is their joint Wisconsin
adjusted gross income and the denominator of which is their joint federal adjusted
gross income.

SEcTION 28. 71.07 (5) (a) 7. of the statutes is created to read:
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SEcCTION 23

71.07 (5) (a) 7. Miscellaneous itemized deductions under epctignb/f
J w:’“\"w‘t Vﬂ'qm'/( ‘60 whether such
Wthe Internal Revenue COd,?'/ Aeductionsiaresabject _to the Qg
Y e i v ’ -
NQTE: deps tof reven ves A

+
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W 71.07 (5) (am) of the statutes is created to read:
ednce
71.07 (5) (am) I thé amount determined under par. (a) gxe€hdS $59,000

shalyR Ardpged to $50,0001

P . .
DV S M. R30I ol itemized

g the sum under par. (a), tha |

: ot
are necessary to reduce that sum to $50:00( -~ d:te:m?r::l: ;" ;;:“;;a A

,' trat am dunt s [2ssThan 950
2. To the $50,000 limit parder subd. 1.,(add afty amdunt that‘M m;; besclﬁrzed Zsj - 000,

a deduction under se fion 213 of the Internal Revenue Code, #¢/tRpexient thalsped
gther Than amoun ts SPRc ,'f:' (3
0,00Q caletigted (ide Kdads.anoxctudag\under

AT ON Au;'fm nalpdey ARTg
sar. (a) 15.

FCTION 25. 71.07 (5) (b) of the statutes is amended to read:

71.07 (8) (b) Subtract the stamncard deduction-under s. 71.05 (22) from the

amount under par. A if the-ari or pdi (a)exceeds $50:000. frorh g

anfouhtau '\ demitly (am -
o "'.'l!-!lg‘Y-V‘vl i L ———

SECTION 26. 71.07 (5m) (e) of the statutes is created to read:

. 71.07 (5m) (e) Sunset. No new claim may be filed under this subsection for a

taxable year that begins after December 31, 1999.

SECTION 27. 71.07 (6) (am) 2. c. of the statutes is amended to read:

71.07 (6) (am) 2. c. For taxable years beginning after December 31, 1999, and
before January 1,.2001, 92.75% of the earned income of the spouse with the lower

earned income, but not more than $386 ( ‘w_

SECTION 28. 71.07 (6) (am) 2. d. of the statutes is amended to read:
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SECTION 28

71.07 (6) (am) 2. d. For taxable years beginning after December 31, 2000, 3%
of the earned income of the spouse with the lower earned income, but not more than
suao gy 1460

SECTION 29. 71.07 (8) (d) of the statutes is created to read:

71.07 (8) (d) No new claim may be filed under this subsection for a taxable year
that begins after December 31, 1999.

SECTION 30. 71.07 (9) (g) of the statutes is created to read:

71.07 (9) (g) No new claim may be filed under this subsection for a taxable year
that begins after December 31, 1999.

SECTION 81. 71.125 of the statutes is amended to read:

71.125 Imposition of tax. (1) Except as provided in sub. (2), the tax imposed
by this chapter on individuals and the rates under s. 71.06 (1), (1m), (1n), (1p) and
(2) shall apply to the Wisconsin taxable income of estates or trusts, except nuclear
decommissioning trust or reserve funds, and that tax shall be paid by the fiduciary.

(2) Each electing small business trust, as defined in section 1361 (e) (1) of the
Internal Revenue Code, is subject totax at the highest rate unders. 71.06 (1) erunder
§—71.06, (1m), (1n) or (1p), whichever taxable year is applicable, on its income as
computed under section 641 of the Internal Revenue Code, as modified by s. 71.05
(6) to (12), (19) and (20).

SECTION 32. 71.17 (6) of the statutes is amended to read:

71.17 (6) FUNERAL TRUSTS. If a qualified funeral trust makes the election under
section 685 of the Internal Revenue Codec for federal income tax purposes, that
election applies for purposes of this chapter and each trust shall compute its own tax
and shall apply the rates under s. 71.06 (1) and, (1m), (In) or (1p).

SECTION 33. 71.64 (9) (b) of the statutes is amended to read:
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SEcTION 33

71.64 (9) (b) The department shall from time to time adjust the withholding
tables to reflect any changes in income tax rates, any applicable surtax or any
changes in dollar amounts in s. 71.06 (1), (1m), (1n), (1p) and (2) resulting from
statutory changes, except that the department may not adjust the Withholding tables
to reflect the changes in rates in s. 71.06 (1m), (1n), (1p) and (2) (c) and, (d), (e), (f),
(g) and (h) and any changes in dollar amounts with respect to bracket indexing under

s. 71.06 (2e) and with respect to standard deduction indexing unders. 71.05 (22) (ds)

@ —foramy-taxable-year-that-begine before January July 1, 2000. The tables shall

account for the working families tax credit under s. 71.07 (5m), subject to s. 71.07
(5m) (e). The tables shall be extended to cover from zero to 10 withholding
exemptions, shall assume that the payment of wages in each pay period will, when
multiplied by the number of pay periods in a year, reasonably reflect the annual wage
of the employe from] the employer and shall be based on the further assumption that
the annual wage will be reduced for allowable deductions from gross income. The
department may determine the length of the tables and a reasonable span for each
bracket. In preparing the tables the department shall adjust all withholding
amounts not an exact multiple of 10 cents to the next highest figure that is a multiple
of 10 cents. The department shall also provide instructions with the tables for

withholding with respect to quarterly, semiannual and annual pay periods.
w Ry I

( +«NOTE: Plefse review this paragraph very carefully. I'm not sure if jitimapleriients
your in Vourknstructions state that the bill should “Implement-#ithholding for the
46.53%/ 4/ 4O, [ratestorduly 1, 20007, but these-rates don’t apply until taxable year
2001. Do you mean thatyou want DOR-EGStaTty ithholding at these lower rates onJuly

1, 2000, even-theuglrtie fates don't apply for another 6 months,-on January 1, 20017

] S ,

SECTION 34. 71.67 (4) (a) of the statutes is amended to read:

71.67 (4) (a) The administrator of the lottery division in the department under

ch. 565 shall withhold from any lottery prize of $2,000 or more an amount determined
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SECTION 34
by multiplying the amount of the prize by the highest rate applicable to individuals
under s. 71.06 (1) ez, (1m), (1n) or (1p). The administrator shall deposit the amounts
withheld, on a monthly basis, as would an employer depositing under s. 71.65 (3) (a).

SEcTION 35. 71.67 (5) (a) of the statutes is amended to read:

71.67 (5) (a) Wager | winnings. A person holding a license to sponsor and
manage races under s. 562.05 (1) (b) or (c) shall withhold from the amount of any
payment of pari-mutuel winnings under s. 562.065 (3) (a) or (3m) (a) an amount
determined by multiplying the amount of the payment by the highest rate applicable
to individuals under s. 71.06 (1) () to (c) ex (1m), (1n) or (1p) if the amount of the
payment is more than $1,000.

SECTION 9348. Initial applicability; revenue.

(1) MODIFICATION OF THE INDIVIDUAL INCOME TAX systeM. The treatment of

. v v v S/ v
sections 71.01 (16), 71.05 (6) (b) 8. and 21. and 71.07 (5) (a) 7.4 lan \ésd (g of the
statutes first applies to taxable years beginning on January 1, 2000.

- (END)



1999-2000 DRAFTING INSERT LRB-1917/P3ins
FROM THE MES:kmg:hmh
LEGISLATIVE REFERENCE BUREAU

— /\\ S, /d %%
LA [
T. O

This bill makes various changes in the structure of the individual income tax
system. The bill modifies the calculation of adjusted gross income (AGI), prohibits
new claims from being made under certain income tax credits, creates a personal
exemption, modifies the itemized deductions credit and modifies the sliding scale
standard deduction and the tax rates and brackets. oWS

Under current law, the standard income tax deduction has @ different
categories, each of which has a different deduction amount based on income. The
maximum standard deduction amounts in each category phal€ dit as income
increases. The categories, the maximum standard deduction amounts and the
maximum income amounts to which the standard deduction applies before the
phaséﬁxt begins are the following: single individuals, $5,200 on Wisconsin AGI
(WAGI) of less than $7,500; heads of households, $7,040 on WAGI of less than $7,500;
married couples filing jointly, $8,900 on WAGI of less than $10,000; and married
couples filing separately, $4,230 on WAGI of less than $4,750.

This bill retains the same ﬁ:ﬁ%@&gries and the maximum income at which the
standard deduction reaches $0. Under this bill, for taxable years beginning after

,/ December 31, 199%“5fe categories, the maximum standard deduction amounts and
the maximum income amounts to which the standard deduction applies before the
phasdout begins are the following: single individuals, $7,200 on WAGI of less than
$10,380; heads of households, $9,300 on WAGI of less than $10,380; married couples
filing jointly, $12,970 on WAGI of less than $14,570; and married couples filing
separately, $6,160 on WAGI of less than $6,920. '

Under current law, the dollar amounts of the standard deduction and the dollar
amounts of WAGI are indexed for inflation for taxable years that begin after
December 31, 1998. The bill suspends iniﬂdn%for taxable year 2000.

Under current law, there are # incomeEx brackets for single individuals,
certain fiduciaries, heads of households and married persons. The brackets for single
individuals, certain fiduciaries and heads of households are taxable income from $0
to $7,500; from more than $7,500 to $15,000; and more than $15,000. The brackets
for married persons filing jointly are taxable income from $0 to $10,000; from more
than $10,000 to $20,000; and more than $20,000. The brackets for married persons
filing separately are taxable income from $0 to $5,000; from more than $5,000 to
$10,000; and more than $10,000.

The rate of taxation under current law for the lowest bracket for single
individuals, certain fiduciaries, heads of households and married persons is 4.77%
of taxable income, the rate for the middle bracket is 6.37% and the rate for the highest
bracket is 6.77%. ?,,w(

This bill expands the number of brackets to { and lowers the rate of taxation

S& w‘_/inm brackets in taxable year 2000. The bill also lowers the rate of taxation for
O™ taxable year 2001 and all taxable years thereafter for the first 8 brackets. Under the
bill, the brackets for single individuals, certain fiduciaries gad heads of households

e
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for faxable year 2000 are taxable income from $0 to $7,500; from more than $7,500
to {L5,000; from more than $15,000 to $112,500; and more than $112,500. The
brackets for married persons filing jointly are taxable income from $0 to $10,000;
from more than $10,000 to $20,000; from more than $20,000 to $150,000; and more
than $150,000. The brackets for married persons filing separately are taxable
income from $0 to $5,000; from more than $5,000 to $10,000; from more than $10,000
to $75,000; and more than $75,000. The brackets remain the same for taxable year
2001 and taxable years thereafter,

Under this bill, for taxable year 2000, the rate of taxation for the lowest bracket
for single individuals, certain fiduciaries, heads of households and married persons
is 4.77% of taxable income, the rate for the next bracket is 6.37%, the rate for the next
bracket is 6.55% and the rate for the highest bracket is 6.7%.

Under this bill, for taxable year 2001 and all taxable years thereafter, the rate
of taxation for the lowest bracket for single individuals, certain fiduciaries, heads of
households and married persons is 4.6% of taxable income, the rate for the next
bracket is 6.15%, the rate for the next bracket is 6.5% and the rate for the highest
bracket remains at 6.7%.

Under current law, the individual income tax brackets are indexed for inflation
for taxable years beginning after December 31, 1998. This bill indexes the brackets
for taxable year 1999 and then suspends indexing until taxable years beginning after
December 31, 2001.

Under current law, after an individual calculates his or her gross tax liability,
several tax credits may be calculated to reduce his or her gross tax liability. Some
credits, like the earned income tax credit and the homestead tax credit, are
refundable. Some credits, like the school property tax credit, the working families
tax credit and the married persons credit, are nonrefundable. Generally, with a
refundable credit, if the amount of the claim exceeds the taxpayer’s tax liability, or
ifthere is no tax due, the excess amount of the credit is paid to the claimant by a check
from the state. With a nonrefundable credit, the amount of the credit is available
only up to the amount of the taxpayer’s tax liability.

Under this bill, for taxable years beginning after December 31, 1999, no new
claims may be filed for the following nonrefundable tax credits: the school property
tax credit, the working families tax credit, the dependent credit and the senior credit.
The bill does not affect any of the refundable tax credits. In addition, the bill
increases the married persons tax credit from a maximum credit of $385 to $420 in
taxable year 2000 and from a maximum of $420 to $480 in taxable years beginning
after December 31, 2000.

This bill also modifies the nonrefundable itemized deductions credit. Under
current law, the itemized deductions credit is calculated as 5% of the difference
between the sum of certain amounts that are allowed as itemized deductions under
the Internal Revenue Code and the standard deduction. Some amounts that are
allowed as itemized deductions under the Internal Revenue Code, such as casualty
and theft deductions, expenses to move from this state and interest incurred to
purchase or refinance a residence that is not a principal residence and that is not
located in this state, are not allowed in the calculatlon of the itemized deductions
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credit." Under this bill, certain miscellaneous itemized deductions that are allowed
as itemized deductions under the Internal Revenue Code are not allowed under the

itemized deductions credit. W@MMW
itemmized\deduetions\towhich-the-efdditappliee

The bill creates a personal exemption for a taxpayer, the taxpayer’s spouse and
the taxpayer’s dependents. The personal exemption is $600 for each of these persons
in taxable year 2000 and $700 for taxable years that begin after December 31, 2000.
An additional personal exemption exists for taxpayers who are at least 65 years old.
This additional exemption is $200 for taxable year 2000 and $250 for taxable years
that begin after December 31, 2000.

In general, under current law, 50% of certain social security benefits are taxed
by this state once the recipient’s income reaches $34,000 for a single individual or
$44,000 for a married couple filing jointly, while the federal government taxes 85%
of these same benefits. This bill repeals the state’s treatment of social security
benefits, thus taxing the benefits at the same rate as the federal government.

Also under current law, this state excludes from taxation a portion of
unemployment compensation (UC) if income falls below certain levels. Currently,
taxable UC equals the lesser of total UC or 50% of the amount, if any, by which UC
benefits plus the recipient’s AGI (excluding UC and certain disability benefits)
oxceed certain base amounts. The base amounts are 12 OOO for a single person and
a married person who files separately and liv

entire taxable year; $18,000 for marrled perso
is or her spouse for at least part of the

efits are taxable. This bill repeals the

taxable year. Under federal law,
state’s treatment of UC benefits/ thus t

federal government.
This bill will be referred to thejoint sufvey committee on tax exemptions for a

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

printed as an appendix to this bill.

ufider the internal revenue code except:

as itemized deductio

History: 1987 a. 312 9854 11 8. 63, 79 W 82, 83, 56; 1987 u. 419, 422, 1989 a. 31, 44, 56, 100, 359; 1991 a. 39, 269, 292; 1993 a. 16, 112, 204, 471, 491; 1995 a. 27
ss. 3377m to 3393 5); 1995 a. 209, 227 400, 453 1997 a. 27 41, 237 299, H]story 1987&312 1987 a. 411 ss. 63, 79 t0 82 85, 86; 1987 a. 419, 422 1989, 31,44,
56, 100, 359; 199 39 269, 292; 1993 a. 16, 1 ss. 3377m to 3393m, 9116 (5); 1995 a. 209, 227 400, 453; 1997 a. 27, 41, 237, 299.




Shovers, Marc

From: Gates-Hendrix, Sherrie

Sent: Friday, January 29, 1999 5:52 PM
To: Shovers, Marc

Subject: income tax update

Here’s what | have from the most recent Gov’s briefing:

take the top rate from 6.7% to 6.75%

take the bottom rate from 4.77% to 4.75%

take the 2" rate from 6.37% to 6.35%

retain our current treatment of UC

increase the Homestead Tax Credit program ceiling from $19,154 to

? (try $22,500)

| will be in sometime tomorrow. Not sure exactly when....
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State of Wisconsin AJ/{
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DOA:.......Gates—Hendrix — Eliminate certain tax credits} federalize soc.
security pmd\ unempn gop treatment and the stnd deduction;
change income tax rates; gmd brackets; delay indexing,
withholding changes; creaté a personal exemption

FOR 1999-01 BUDGET — NoT READY FOR INTRODUCTION

AN AcT .erelating to: eliminating the school property tax credit, eliminating
Ael wtion 5
the working families tax credit, eliminating miscellaneous/from the itemized
intrtasing the ;Mﬂ/ﬁ%/ /)p/ 50 5 tax cret/:'t,/

deductions credit, ﬁederalizing the treatment of  social  security WM
1nCragsing T @AKimtm i6cbme fay

federalizing ~the standard deduction,

suspending the indexing of the standard dedgction and individual income tax
Jolaying chargss to the withhdding tables,
brackets,ﬁhanging individual income tax rates and brackets and creating a

ersonal individual income tax exemption.
P P tha), omesteas
tag Chedi’t,

Analysis by the Legislative Reference Bureau
TAXATION

INCOME TAXATION
This bill makes various changes in the structure of the individual income tax
system. The bill modifies the calculation of adjusted gross income (AGI), prohibits
new claims from being made under certain income tax credits, creates a personal
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exemption, modifies the itemized deductions credit and modifies the sliding scale
standard deduction and the tax rates and brackets.

Under current law, the standard income tax deduction has four different
categories, each of which has a different deduction amount based on income. The
maximum standard deduction amounts in each category phase out as income
increases. The categories, the maximum standard deduction amounts and the
maximum income amounts to which the standard deduction applies before the
phaseout begins are the following: single individuals, $5,200 on Wisconsin AGI
(WAGT) of less than $7,500; heads of households, $7,040 on WAGI of less than $7,500;
married couples filing jointly, $8,900 on WAGI of less than $10,000; and married
couples filing separately, $4,230 on WAGI of less than $4,750, Nipuasts

This bill retains the same four categories and(the maximum income at which
the standard deduction reaches $0. Under this bill, for taxable years beginning after
December 31, 1999, the categories, the maximum standard deduction amounts and
the maximum income amounts to which the standard deduction applies before the
phaseout begins are the following: single individuals, $7,200 on WAGI of less than
$10,380; heads of households, $9,300 on WAGI of less than $10,380; married couples
filing jointly, $12,970 on WAGI of less than $14,570; and married couples filing
separately, $6,160 on WAGI of less than $6,920.

Under current law, the dollar amounts of the standard deduction and the dollar
amounts of WAGI are indexed for inflation for taxable years that begin after
December 81, 1998. The bill suspends indcxing for taxable year 2000.

Under current law, there are three income tax brackets for single individuals,
certain fiduciaries, heads of households and married persons. The brackets for single
individuals, certain fiduciaries and heads of households are taxable income from $0
to $7,500; from more than $7,500 to $15,000; and more than $15,000. The brackets
for married persons filing jointly are taxable income from $0 to $10,000; from more
than $10,000 to $20,000; and more than $20,000. The brackets for married persons
filing separately are taxable income from $0 to $5,000; from more than $5,000 to
$10,000; and more than $10,000. " ‘

The rate of taxation under current law for the lowest bracket for single
individuals, certain fiduciaries, heads of households and married persons is 4.77%
~ oftaxable income, the rate for the middle bracket is 6.37% and the rate for the highest

bracket is 6.77%.

This bill expands the number of brackets to four and lowers the rate of taxation
in allfour brackets in taxable year 2000. The bill also lowers the rate of taxation for
taxable year 2001 and all taxable years thereafter for the first three brackets. Under
the bill, the brackets for single individuals, certain fiduciaries and heads of
households for taxable year 2000 are taxable income from $0 to $7,500; from more
than $7,500 to $15,000; from more than $15,000 to $112,500; and more than
$112,500. The brackets for married persons filing jointly are taxable income from $0
t0 $10,000; from more than $10,000 to $20,000; from more than $20,000 to $150,000;
and more than $150,000. The brackets for married persons filing separately are
taxable income from $0 to $5,000; from more than $5,000 to $10,000; from more than
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$10,000 to $75,000; ar/d more than $75,000. The brackets remain the same for
taxable year 2001 and{taxable years thereafter.

Under this bill, for taxable year 2000, the rate of taxation for the lowest bracket
for single individuals, certain fiduciaries, heads of households and married persons
is 4.77% of taxable income, the rate for the next bracket is 6.37%, the rate for the next
bracket is 6.55% and the rate for the highest bracket is 6.7%.

Under this bill, for taxable year 2001 and all taxable years thereafter, the rate
of taxation for the lowest bracket for single individuals, certain fiduciaries, heads of
households and married persons is 4.6% of taxable income, the rate for the next
bracket is 6.15%, the rate for the next bracket is 6.5% and the rate for the highest

bracket remains at 6.7%.
Under current iaw, the individual income tax brackets are indexed for inflation

for taxable years beginning after December 31, 1998. This bill fvdexesthebrackets
fortdable foaf 1999 endstren suspends indexing until taxable years beginning after
December 31, 2001.

Under current law, after an individual calculates his or her gross tax liability,
several tax credits may be calculated to reduce his or her gross tax liability. Some
credits, like the earned income tax credit and the homestead tax credit, are
refundable. Some credits, like the school property tax credit, the working families
tux credit and the marricd persons credit, are nonrefundable. Generally, with a
refundable credit, if the amount of the claim exceeds the taxpayer’s tax liability, or
ifthere is notax due, the excess amount of the credit is paid tothe claimant by acheck
from the state. With a nonrefundable credit, the amount of the credit is available
only up to the amount of the taxpayer’s tax liability.

Under this bill, for taxable years beginning after December 31, 1999, no new

claims may be filed for the following nonrefundable tax credits: the school property
tax credit, the working families tax credit, the dependent credit and the senior credit.
The bill does not affect any of the refundable tax credits. In addition, the bill
increases the married persons tax credit from a maximum credit of $385 to $420 in
taxable year 2000 and from a maximum of $420 to $480 in taxable years beginning
after December 31, 2000.
B his bill also modifies the nonrefundable itemized deductions credit. Under
turrent law, the itemized deductions credit is calculated as 5% of the difference
between the sum of certain amounts that are allowed as itemized deductions under
the Internal Revenue Code and the standard deduction. Some amounts that are
allowed as itemized deductions under the Internal Revenue Code, such as casualty
and theft deductionsdexpenses tdo-ridve feoiLthisvsiate and interest incurred to
purchase or refinance a residence that is not a principal residence and that ig'not
located in this state, are not allowed in the calculation of the itemized deductions
credit. Under this bill, sty miscellaneous itemized deductions that are allowed
as itemized deductions under the Internal Revenue Code are not allowed under the
itemized deductions credit.

The bill creates a personal exemption for a taxpayer, the taxpayer’s spouse and
the taxpayer’s dependents. The personal exemption is $600 for each of these persons
in taxable year 2000 and $700 for taxable years that begin after December 31, 2000.
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An additional personal exemption exists for taxpayers who are at least 65 years old.
This additional exemption is $200 for taxable year 2000 and $250 for taxable years
that begin after December 31, 2000.

In general, under current law, 50% of certain social security benefits are taxed
by this state once the recipient’s income reaches $34,000 for a single individual or
$44,000 for a married couple filing jointly, while the federal government taxes 85%
of these same benefits. This bill repeals the state’s treatment of social security
benefits, thus taxing the benefits at the same rate as the federal government.

oni—law..this—-state—exeliaes i

-Algo..under.

benefits plus the recipieht?
exceed certain base amounts. Thebage amounts are $12,000 for a-sirigle person anc
a married person who files separately afre-lived apart-frem is or her spouse for the
entire taxable year; $18,000 for marriedpers ons-who file jointly; and $0 for a married
person who files separately-btl Tived with his or her Bpeuge for at least part of the
year, 1ladef federal law, all UC benefits are taxable.~Fhig bill repeals the
satment of UC benefits, thus taxing the benefits at the same Tate as the

eratl-governmen
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 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. 71.01 (16) of the statutes is amended to read:

71.01 (16) “Wisconsin taxable income” of natural persons means Wisconsin
adjusted gross income less the Wisconsin standard deduction, less the personal
exemption described under s. 71.05 (23), with losses, depreciation, recapture of
benefits, offsets, depletion, deductions, penalties, expenses and other negativé
income items determined according to the manner that income is or would be
allocated, except that the negative income items on individual or separate returns
for net rents and other net returns which are marital property attributable to the
investment, rental, licensing or other use of nonmarital property shall be allocated

to the owner of the property.

{inemploymnient.compensation (UC) if income falls below certain levels. Currently, |
taxable UC equalsthe.lesser of total UC or 50% of the amount, if any, by whith UC
s AGI (excluding UC and certain disability~benefits)/
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SECTION 2

A

SEC190N 2. X1.05/6) ( f the statlites s refeale

SECTION 3. 71.05 (6) (b) 21. of the statutes is repealed.

SECTION 4. 71.05 (22) (dm) of the statutes is amended to read:

71.05 (22) (dm) Deduction limits; 1994 end-thereafier to 1999. Except as
provided in par. (f), for taxable years beginning on-or-after-January-1,1994 after

mber 31, 1993, and before J 1, 2000, the Wisconsin standard deduction
is whichever of the following amounts is appropriate. For a single individual who has
a Wisconsin adjusted gross income of less than $7,500, the standard deduction is
$5,200. For a single individual whohasa Wisconsin adjusted gross income of at least
$7,500 but not more than $50,830, the standard deduction is the amount obtained
by subtracting from $5,200 12% of Wisconsin adjusted gross income in excess of
$7,500 but not less than $0. For a single individual who has a Wisconsin adjusted
gross income of more than $50,830, the standard deduction is 0. For a head of
household who has a Wisconsin adjusted gross income of less than $7,500, the
standard deductibn is $7,040. For a head of household who has a Wisconsin adjusted
gross income of at least $7,500 but not more than $25,000, the standard deduction
is the aﬁount obtained by subtracting from $7,040 22.515% of Wisconsin adjusted
gross income in excess of $7,500 but not less than $0. For a head of household who
has a Wisconsin adjusted gross income of more than $25,000, the standard deduction
shall be calculated as if the head of household were a single individual. For amarried
couple filing jointly that has an aggregate Wisconsin adjusted gross income of less
than $10,000, the standard deduction is $8,900. For a married couple filing jointly
that has an aggregate Wisconsin adjusted gross income of at least $10,000 but not
more than $55,000, the standard deduction is the amount obtained by subtracting

from $8,900 19.778% of aggregate Wisconsin adjusted gross income in excess of
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SECTION 4
$10,000 but not less than $0. Foramarried couple filingjointly that has an aggregate
Wisconsin adjusted gross income of more than $55,000, the standard deduction is $0.
For a married individual filing separately who has a Wisconsin adjusted gross
income of less than $4,750, the standard deduction is $4,230. For a married
individual filing separately who has a Wisconsin adjusted gross income of at least
$4,750 but not more than $26,140, the standard deduction is the amount obtained
by subtracting from $4,230 19.778% of Wisconsin adjusted gross income in excess of
$4,750 but not less than $0. For a married individual filing separately who has a
Wisconsin adjusted gross income of more than $26,140, the standard deduction is $0.
The secretary of revenue shall prepare a table under which deductions under this

paragraph shall be determined. That table shall be published in the department’s

" instructional booklets.

SECTION 5. 71.05 (22) (dp) of the statutes is created to read:

71.05 (22) (dp) Deduction limits, 2000 and thereafter. Except as provided in
par. (f), for taxable years beginning after December 31, 1999, the Wisconsin standard
deduction is whichever of the following amounts is appropriate. For a single
individual who has a Wisconsin adjusted gross income of less than $10,380, the
standard deduction is $7,200. For a single individual who has a Wisconsin adjusted
gross income of at least $10,380 but not more than $70,380, the standard deduction
is the amount obtained by subtracting from $7,200 12% of Wisconsin adjusted gross
income in excess of $10,380 but not less than $0. For a single individual who has a
Wisconsin adjusted gross income of more than $70,380, the standard deduction is $0.
For a head of household who has a Wisconsin adjusted gross income of less than
$10,380, the standard deduction is $9,300. For a head of household who has a

Wisconsin adjusted gross income of at least $10,380 but not more than $30,350, the
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SECTION 5

standard deduction is the amount obtained by subtracting from $9,300 22.515% of
Wisconsin adjusted gross income in excess of $10,380 but not lessthan $0. Fora head
of household who has a Wisconsin adjusted gross income of more than $30,350, the
standard deduction shall be calculated as if the head of household were a single
individual. For a married couple filing jointly that has an aggregate Wisconsin
adjusted gross income of less than $14,570, the standard deduction is $12,970. For
a married couple filing jointly that has an aggregate Wisconsin adjusted gross
income of at least $14,570 but not more than $80,150, the standard deduction is the

amount obtained by subtracting from $12,970 19.778% of aggregate Wisconsin

adjusted gross income in excess of $14,570 but not less than $0. For a married couple

filing jointly that has an aggregate Wisconsin adjusted gross income of more than
$80,150, the standard deduction is $0. For a married individual filing separately
who has a Wisconsin adjusted gross income of less than $£6,920, the standard
deduction is $6,160. For a married individual filing separately who has a Wisconsin
adjusted gross income of at least $6,920 but not more than $38,070, the standard
deduction is the amount obtained by subtracting from $6,160 19.778% of Wisconsin
adjusted gross income in excess of $6,920 but not less than $0. For a married
individual filing separately who has a Wisconsin adjusted gross income of more than»
$38,070, the standard deduction is $0. The secretary of revenue shall prepare a table
under which deductions under this paragraph shall be determined. That table shall
be published in the department’s instructional booklets.

SEcTION 6. 71.05 (22) (ds) of the statutes is amended to read:

71.05 (22) (ds) Standard deduction indexing. For taxable years beginning after
December 31, 1998, and before January 1. 2000, and for taxable years beginning
after December 31, 2000, the dollar amounts of the standard deduction that is
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SECTION 6

allowable under pas pars. (dm) and (dp) and all of the dollar amounts of Wisconsin
adjusted gross income under pa¥- pars. (dm) and (dp) 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 of the year before the previous year, as determined by the
federal department of labor. 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 mulfiple 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 7. 71.05 (22) () 4. b. of the statutes is amended to read:

71.05 (22) () 4.b. The standard deduction that may be claimed by an individual
under par. (din) or (dp), based on the individual’s filing status.

SECTION 8. 71.05 (23) of the statutes is created to read:

71.05 (23) PERSONAL EXEMPTIONS. In computing Wisconsin taxable income, an
individual taxpayer may subtract the following amounts:

(a) For taxable years that begin after December 31, 1999, and before January
1, 2001:

1. A personal exemption of $600 if the taxpayer is required to file a return under
s. 71.03 (2) (a) 1. or 2. and $600 for the taxpayer’s spouse, excépt for a married

individual who is filing separately or as a head of household.
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SECTION 8

2. An exemption of $600 for each individual for whom the taxpayer is entitled
to an exemption for the taxable year under section 151 (c) of the Internal Revenue
Code. |

3. An additional exemption of $200 if the taxpayer has reached the age of 65
before the close of the taxable year to which his or her tax return relates and $200
for the taxpayer’s spouse if he or she has reached the age of 65 before the close of the
taxable year to which his or her tax return relates, except for a married individual
who is filing separately or as a head of household.

(b) For taxable years that begin after December 31, 2000:

1. A personal exemption of $700 if the taxpayer is required to file a return under
s. 71.03 (2) (2) 1. or 2. and $700 for the taxpayer’s spouse, except for a married
individual who is filing separately or as a head of household.

2. An exemption of $700 for an individual for whom the taxpayer is entitled to
an exemption for the taxable year under section 151 (c) of the Internal Revenue Code.

3. An additional exemption of $250 if the taxpayer has reached the age of 65
before the close of the taxable year to which his or her tax return relates and $250
for the taxpayer’s spouse if he or she has reached the age of 65 before the close of the
taxable year to which his or her tax return relates, except for a married individual
who is filing separately or as a head of household.

(c) With respect to persons who change their domicile into or from this state
during the taxable year and nonresident persons, personal exemptions under pars.
(2) and (b) shall be limited to the fraction of the amount so determined that Wisconsin
adjusted gross income is of federal adjusted gross income. In this paragraph, for
married persons filing separately “adjusted gross income” means the separate

adjusted gross income of each spouse and for married persons filing jointly “adjusted
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SECTION 8
gross income” means the total adjusted gross income of both spouses. 1f a person and
that person’s spouse are not both domiciled in this state during the entire taxable
year, their personal exemptions on a joint return are determined by multiplying the
personal exemption that would be available to each of them if they were both
domiciled in this state during the entire taxable year by a fraction the numerator of
which is their joint Wisconsin adjusted gross income and the denominator of which
is their joint federal adjusted gross income.

SECTION 9. 71.06 (1m) (intro.) of the statutes is amended to read:
71.06 (1m) FIDUCIARIES, SINGLE INDIVIDUALS AND HEADS OF HOUSEHOLDS; AFFER

1997 TO 1999. (intro.) The tax to be assessed, levied and collected upon the taxable

incomes of all fiduciaries, except fiduciaries of nuclear decommissioning trust or
reserve funds, and single individuals and heads of households shall be computed at
the following rates for taxable years beginning after December 31, 1997, and before
January 1, 2000:

SECTION 10. 71.06 (1n) of the statutes is created to read:

71.06 (1n) FIDUCIARIES, SINGLE INDIVIDUALS AND HEADS OF HOUSEHOLDS; 2000. The
tax to be assessed, levied and collected upon the taxable incomes of all fiduciaries,
except fiduciaries of nuclear decommissioning trust or reserve funds, and single
individuals and heads of houscholds shall be computed at the following rates for

taxable years beginning after December 31, 1999, and before January 1, 2001:

(a) On all taxable income from $0 to $7,500, W 175 0> Is

(b) On all taxable income exceeding $7,500 but not exceeding $15,000, W.
(¢) On all taxable income exceeding $15,000 but not exceeding $112,500, 6.55%.
(d) On all taxable income exceeding $112,500, Wﬂf%; 0,75

SEcTION 11. 71.06 (1p) of the statutes is created to read:
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SEcTION 11

71.06 (1p) FIDUCIARIES, SINGLE INDIVIDUALS AND HEADS OF HOUSEHOLDS; AFTER
2000. The tax to be assessed, levied and collected upon the taxable incomes of all
fiduciaries, except fiduciaries of nuclear decommissioning trust or reserve funds, and
single individuals and heads of households shall be computed at the following rates
for taxable years beginning after December 31, 2000:

(a) On all taxable income from $0 to $7,500, 4.6%.

(b) On all taxable income exceeding $7,500 but not exceeding $15,000, 6.15%.

(¢) On all taxable income exceeding $15,000 but not exceeding $112,500, 6.5%.

(d) On all taxable income exceeding $112,500, MZFJ"— é/ 7/{

SECTION 12. 71.06 (2) (¢) (intro.) of the statutes is amended to read:

71.08 (2) (¢) (intro.) For joint returns, for taxable years beginning after
December 31, 1997, and before January 1, 2000:

SECTION 13. 71.06 (2) (d) (intro.) of the statutcs is amended to read:

71.06 (2) (d) (intro.) For married persons filing separately, for taxable years
beginning after December 31, 1997, and before January 1, 2000:

SECTION 14. 71.06 (2) (e) of the statutes is created to read:

71.06 (2) (e) For joint returns, for taxable years beginning after December 31,
1999, and before January 1, 2001:

1. On all taxable income from $0 to $10,000, 4.77%.

2. On all taxable income exceeding $10,000 but not exceeding $20,000, 6.37%.

3. On all taxable income exceéding $20,000 but not exceeding $150,000, 6.55%.

4. On all taxable income exceeding $150,000, 6.7%.

SECTION 15. 71.06 (2) (f) of the statutes is created to read:

71.06 (2) (f) For married persons filing separately, for taxable years beginning

after December 31, 1999, and before January 1, 2001:
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SECTION 15

1. On all taxable income from $0 to $5,000, 4.77%.

9. On all taxable income exceeding $5,000 but not exceeding $10,000, 6.37%.

3. On all taxable income exceeding $10,000 but not exceeding $75,000, 6.55%.

4. On all taxable income exceeding $75,000, 6.7%.

SECTION 16. 71.08 (2) (g) of the statutes is created to read:

71.06 (2) (g) For joint returns, for taxable years beginning after December 31,
2000:

1. On all taxable income from $0 to $10,000, 4.6%.

9. On all taxable income exceeding $10,000 but not exceeding $20,000, 6.15%.

3. On all taxable income exceeding $20,000 but not exceeding $150,000, 6.5%.

4. On all taxable income exceeding $150,000, 6.7%.

SEcTION 17. 71.06 (2) (h) of the statutes is created to read:

71.06 (2) (h) For married persons filing separately, for taxable years beginning
after Decembér 31, 2000:

1. On all taxable income from $0 to $5,000, 4.6%.

9. On all taxable income exceeding $5,000 but not exceeding $10,000, 6.15%.

3. On all taxable income exceeding $10,000 but not exceeding $75,000, 6.5%.

4. On all taxable income exceeding $75,000, 6.7%.

SECTION 18. 71.06 (2e) of the statutes is amended to read:

71.06 (2e) BRACKET INDEXING. For taxable years beginning after December 31,
1998, and before January 1, 2000, the maximum dollar amount in each tax bracket,
and the corresponding minimum dollar amount in the next bracket, under subs. (1m)
and (2) (¢) and (d), and for taxable years beginning after December 31, 2001, the
maximum dollar amount in eac racket. and the corresponding minimum dollar

mount in the next bracket, under 1 nd (2 nd (h), shall be increased
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SECTION 18

each year by a percentage equal tothe 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 of the year before the previous year, as determined
by the federal department of labor. Each amount that is revised under this
subsection 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 subsection
and incorporate the chainges into the income tax forms and instructions.

SECTION 19. 71.06 (2m) of the statutes is amended to read:

71.06 (2m) RATE CHANGES. Ifa rate under sub. (1), (1m), (1n), (1p)or(2) changes
during a taxable year, the taxpayer shall compute the tax for that taxable year by the
methods applicable to the federal income tax under section 15 of the internal revenue
code.

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

71.06 (2s) (b) For taxable years beginning after December 31, 1997, and before
January 1, 2000, with respect to nonresident individuals, including individuals
changing their domicile into or from this state, the tax brackets under subs. (1m) and
(2) (c) and (d) shall be multiplied by a fraction, the numerator of which is Wisconsin
adjusted gross income and the denominator of which is federal adjusted gross
income. In this paragraph, for married persons filing separately “adjusted gross
income” means the separate adjusted gross income of each spouse, and for married
persons filing jointly “adjusted gross income” means the total adjusted gross income

of both spouses. If an individual and that individual’s spouse are not both domiciled
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SECTION 20
in this state during the entire taxable year, the tax brackets under subs. (1m) and
(2) (.c) and (d) on a joint return shall be multiplied by a fraction, the numerator of
which is their joint Wisconsin adjusted gross income and the denominator of which
is their joint federal adjusted gross income.

SECTION 21. 71.06 (2s) (c) of the statutes is created to read:

71.06 (2s) (c) For taxable years beginning after December 31, 1999, and before
January 1, 2001, with respect to nonresident individuals, including individuals
changing their domicile into or from this state, the tax brackets under subs. (1n) and
(2) (e) and (f) shall be multiplied by a fraction, the numerator of which is Wisconsin
adjusted gross income and the denominator of which is federal adjusted gross
income. In this paragraph, for married persons filing separately “adjusted gross
income” means the separate adjusted gross income of each spouse, and for married
persons filing jointly “adjusted gross income” means the total adjusted gross income
of both spouses. If an individual and that individual’s spouse are not both domiciled
in this state during the entire taxable year, the tax brackets under subs. (1n)and (2)
(e) and (f) on a joint return shall be multiplied by a fraction, the numerator of which
is their joint Wisconsin adjusted gross income and the denominator of which is their
joint federal adjusted gross income.

SECTION 22. 71.06 (2s) (d) of the statutes is created to read:

71.06 (2s) (d) For taxable years beginning after December 31, 2000, with
respect to nonresident individuals, including individuals changing their domicile
into or from this state, the tax brackets under subs. (1p) and (2) (g) and (h) shall be
multiplied by a fraction, the numerator of which is Wisconsin adjusted gross income
and the denominator of which is federal adjusted gross income. In this paragraph,

for married persons filing separately “adjusted gross income” means the separate
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" adjusted gross income of each spouse, and for married persons filing jointly “adjusted

gross income” means the total adjusted gross income of both spouses. Ifan individual
and that individual’s spouse are not both domiciled in this state during the entire
taxable year, the tax brackets under subs. (1p) and (2) (g) and (h) on a joint return
shall be multiplied by a fraction, the numerator of which is their joint Wisconsin
adjusted gross ipcome and the denominator of which is their joint federal adjusted
gross income.

SEcTION 28. 71.07 (5) (a) 7. of the statutes is created to read:

71.07 (5) (a) 7. Miscellaneous itemized deductions under the Internal Revenue
Code, without regard to whether such deductions are subject to the 2% floor as
described in section 67 of the Internal Revenue Code.

SECTION 24. 71.07 (5m) (e) of the statutes is created to read:

71.07 (5m) (e) Sunset. No new claim may be filed under this subsection for a
taxable year that begins after December 31, 1999.

SECTION 25. 71.07 (6) (am) 2. c. of the statutes is amended to read:

71.07 (6) (am) 2. c. For taxable years beginning after December 31, 1999, and
before January 1, 2001, 2.75% of the earned income of the spouse with the lower

earned income, but not more than $385 $440.

SECTION 26. 71.07 (6) (am) 2. d. of the statutes is amended to read:

71.07 (6) (am) 2. d. For taxable years beginning after December 31, 2000, 3%
of the earned income of the spouse with the lower earned income, but not more than
$420 $480.

SECTION 27. 71.07 (8) (d) of the statutes is created to read:

71.07 (8) (d) No new claim may be filed under this subsection for a taxable year

that begins after December 31, 1999.
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SECTION 28

SECTION 28. 71.07 (9) (g) of the statutes is created to read:

71.07 (9) (g) No new claim may be filed under this subsection for a taxable year
that begins after December 31, 1999.

SECTION 29. 71.125 of the statutes is amended to read:

71.125 Imposition of tax. (1) Except as provided in sub. (2), the tax imposed
by this chapter on individuals and the rates under s. 71.06 (1), (1m), (1n), (1p) and
(2) shall apply to the Wisconsin taxable income of estates or trusts, except nuclear
decommissioning trust or reserve funds, and that tax shall be paid by the fiduciary.

(2) Each electing small business trust, as defined in section 1361 (e) (1) of the
Internal Revenue Code, is subject totax at the highest rate unders. 71.06 (1) erunder
—%71.06, (1m), (1n) or (1p), whichever taxable year is applicable, on its income as
computed under section 641 of the Internal Revenue Code, as modified by s. 71.05
(6) to (12), (19) and (20).

SECTION 30. 71.17 () of the statutes is amended to read:

71.17 (6) FUNERAL TRUSTS. If a qualified funeral trust makes the election under
section 685 of the Internal Revenue Code for federal income tax purposes, that
election applies for purposes of this chapter and each trust shall compute its own tax
and shall apply the rates under s. 71.06 (1) and, (1m), (An) or (1p).

SECTION 81. 71.64 (9) (b) of the statutes is amended to read:

71.64 (9) (b) The department shall from time to time adjust the withholding
tables to reflect any changes in income tax rates, any applicable surtax or any
changes in dollar amounts in s. 71.06 (1), (1m), (1n), {1p) and (2) resulting from
statutory changes, except that the department may not adjust the withholding tables
tq reflect the changes in rates in s. 71.06 (1m), (1n). (1p) and (2) (c) and, (d), (e), (),

() and (h) and any changes in dollar amounts with respect to bracket indexing under
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s. 71.06 (2¢) and with respect to standard deduction indexing under s. 71.05 (22) (ds)
for any-taxable-year-that-begins before January July 1, 2000. The tables shall
account for the working families tax credit under s. 71.07 (5m), subject to s. 7 1.07
(5m) (e). The tables shall be extended to cover from zero to 10 withholding
exemptions, shall assume that the payment of wages in each pay period will, when
multiplied by the number of pay periods in a year, reasonably reflect the annual wage
of the employe from] the employer and shall be based on the further assumption that
the annual wage will be reduced for allowable deductions from gross income. The
department may determine the length of the tables and a reasonable span for each
bracket. In preparing the tables the department shall adjust all withholding
amounts not an exact multiple of 10 cents to the next highest figure that is a multiple
of 10 cents. The department shall also provide instructions with the tables for -
withholding with respect to quarterly, semiannual and annual pay periods.

SECTION 32. 71.67 (4) (a) of the statutes is amended to read:

71.67 (4) (a) The administrator of the lottery division in the department under
ch. 565 shall withhold from any lottery prize of $2,000 or more an amount determined
by multiplying the amount of the prize by the highest rate applicable to individuals
under s. 71.06 (1) e, (1m), (1n) or (1p). The administrator shall deposit the amounts
withheld, on a monthly basis, as would an employer depositing under s. 71.65 (3) (a).

SECTION 33. 71.67 (5) (a) of the statutes is amended to read:

71.687 (5) (a) Wager winnings. A person holding a license to sponsor and
manage races under s. 562.05 (1) (b) or (c) shall withhold from the amount of any
payment of pari-mutuel winnings under s. 562.065 (3) (a) or (3m) (a) an amount

determined by multiplying the amount of the payment by the highest rate applicable
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SECTION 33
to individuals under s. 71.06 (1) (a) to (c) ex, (1m), (1n) or (1p) if the amount of the
payment is more than $1,000.

SECTION 9343. Initial applicability; revenue.
(1) MODIFICATION OF THE INDIVIDUAL INCOME TAX SYSTEM. The treatment of
sections 71.01 (16), 71.05 (6) (b) Fiygme 21. and 71.07 (5) (a) 7. of the statutes first

applies to taxable years beginning on January 1, 2000.

(END)
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/V\' Under current law, for claims filed in 1991 and thereafter, the homestead tax
credit threshold income is $8,000, the maximum property taxes that a claimant may
use in calculating his or her credit are $1,450 and the maximum income is $19,154.
This bill changes current law starting with claims filed in 2000. Under this bill, for
claims filed in 2000 and thereafter, the maximum income is raised to $22,500. The
threshold income and maximum property taxes remainche same as under current

SEcTION 1. 71.54 (1) (d) (intro.) of the statutes is amended to read:

71.54 (1) (d) 1991&&4—#}6#9&#6# to 1999. (intro.) The amount of any claim filed
in 1991 and thereafter to 1999 and based on property taxes accrued or rent

constituting property taxes accrued during the previous year is limited as follows:

History: 1987 a. 312: 1989 a. 31, 198, 336; 1995 a. 27, 201, 289; 1997 a. 35 History: 1987 a. 31_2; 1989 a. 31, 198, 336; 1995 a. 27, 201, 289; 1997 a. 35.
SECTION 2. 71.54 (1) (e) of the statutes is created to read:

71.54 (1) (e) 2000 and thereafter.

I 54 ( of thegtat is .
1900 adt hoteafter
VYR ANPMR The amount of any claim filed in #99@/and based on property

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

1. If the household income was $8,000 or less in the year to which the claim
relates, the claim is limited to 80% of the property taxes accrued or rent constituting
property taxes accrued or both in that year on the claimant’s homestead.

9. Ifthe household income was morc than $8,000 in the year to which the claim
relates, the claim is limited to 80% of the amount by which the property taxes accrued

or rent constituting property taxes accrued or both in that year on the claimant’s

O
homestead exceeds (]W;Qf the household income exceeding $8,000.
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3. No credit may be allowed if the household income of a claimant exceeds

wmf ?a,500

History: 1987 a. 312; 1989 a. 31, 198, 336; 1995 a. 27, 201, 289; 1997 a. 35 History: 1987 a. 312; 1989 a. 31, 198, 336; 1995 a. 27, 201, 289; 1997 a. 35.
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the working families tax credit, eliminating miscellaneous deductions from the

itemized deductions credit, increasing the married persons tax credit,
federalizing the treatment of social security, increasing the maximum income
for the homestead tax credit, federalizing the standard deduction, suspending
the indexing of the standard deduction and individual income tax brackets,

delaying changes to the withholding tables, changing individual income tax
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rates and brackets and creating a personal individual income tax exemption.

Analysis by the Legislative Reference Bureau
TAXATION
INCOME TAXATION

This bill makes various changes in the structure of the individual income tax
system. The bill modifies the calculation of adjusted gross income (AGI), prohibits
new claims from being made under certain income tax credits, creates a personal
exemption, modifies the itemized deductions credit and modifies the sliding scale
standard deduction and the tax rates and brackets.

Under current law, the standard income tax deduction has four different
categories, each of which has a different deduction amount based on income. The
maximum standard deduction amounts in each category phase out as income
increases. The categories, the maximum standard deduction amounts and the
maximum income amounts to which the standard deduction applies before the
phaseout begins are the following: single individuals, $5,200 on Wisconsin AGI
(WAGI) of less than $7,500; heads of households, 7,040 on WAGI of less than $7,500;
married couples filing jointly, $8,900 on WAGI of less than $10,000; and married
couples filing separately, $4,230 on WAGI of less than $4,750.

This bill retains the same four categories and increases the maximum income
at which the standard deduction reaches $0. Under this bill, for taxable years
beginning after December 31, 1999, the categories, the maximum standard
deduction amounts and the maximum income amounts to which the standard
deduction applies before the phaseout begins are the following: single individuals,
$7,200 on WAGI of less than $10,380; heads of households, $9,300 on WAGI of less
than $10,380; married couples filing jointly, $12,970 on WAGI of less than $14,570;
and married couples filing separately, $6,160 on WAGI of less than $6,920.

Under current law, the dollar amounts of the standard deduction and the dollar
amounts of WAGI are indexed for inflation for taxable years that begin after
December 31, 1998. The bill suspends indexing for taxable year 2000.

Under current law, there are three income tax brackets for single individuals,
certain fiduciaries, heads of households and married persons. The brackets forsingle
individuals, certain fiduciaries and heads of households are taxable income from $0
to $7,500; from more than $7,500 to $15,000; and more than $15,000. The brackets
for married persons filing jointly are taxable income from $0 to $10,000; from more
than $10,000 to $20,000; and more than $20,000. The brackets for married persons
filing separately are taxable income from $0 to $5,000; from more than $5,000 to
$10,000; and more than $10,000.

The rate of taxation under current law for the lowest bracket for single
individuals, certain fiduciaries, heads of households and married persons is 4.77%
of taxable income, the rate for the middle bracket is 6.37% and the rate for the highest
bracket is 6.77%.

P
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This bill expands the number of brackets to four and lowers the rate of taxation
in all four brackets in taxable year 2000. The bill also lowers the rate of taxation for
taxable year 2001 and all taxable years thereafter for the first three brackets. Under
the bill, the brackets for single individuals, certain fiduciaries and heads of
households for taxable year 2000 are taxable income from $0 to $7,500; from more
than $7,500 to $15,000; from more than $15,000 to $112,500; and more than
$112,500. The brackets for married persons filing jointly are taxable income from $0
to $10,000; from more than $10,000 to $20,000; from more than $20,000 to $150,000;
and more than $150,000. The brackets for married persons filing separately are
taxable income from $0 to $5,000; from more than $5,000 to $10,000; from more than
$10,000 to $75,000; and more than $75,000. The brackets remain the same for
taxable year 2001 and are indexed for inflation in taxable years thereafter.

Under this bill, for taxable year 2000, the rate of taxation for the lowest bracket
for single individuals, certain fiduciaries, heads of households and married persons
is 4.77% of taxable income, the rate for the next bracket is 6.37%, the rate for the next
bracket is 6.55% and the rate for the highest bracket is 6.7%.

Under this bill, for taxable year 2001 and all taxable years thereafter, the rate
of taxation for the lowest bracket for single individuals, certain fiduciaries, heads of
households and married persons is 4.6% of taxable income, the rate for the next
bracket is 6.15%, the rate for the next bracket is 6.5% and the rate for the highest
bracket remains at 6.7%.

Under current law, the individual income tax brackets are indexed for inflation
for taxable years beginning afller December 31, 1998. This bill suspends indexing
until taxable years beginning after December 31, 2001.

Under current law, after an individual calculates his or her gross tax liability,
several tax credits may be calculated to reduce his or her gross tax liability. Some
credits, like the earned income tax credit and the homestead tax credit, are
refundable. Some credits, like the school property tax credit, the working families
tax credit and the married persons credit, are nonrefundable. Generally, with a
refundable credit, if the amount of the claim exceeds the taxpayer’s tax liability, or
ifthere is no tax due, the excess amount of the credit is paid tothe claimantby a check

from the state. With a nonrefundable credit, the amount of the credit is available
only up to the amount of the taxpayer’s tax liability.

Under this bill, for taxable years beginning after December 31, 1999, no new
claims may be filed for the following nonrefundable tax credits: the school property
tax credit, the working families tax credit, the dependent credit and the senior credit.
The bill does not affect any of the refundable tax credits. In addition, the bill
increases the married persons tax credit from a maximum credit of $385 to $420 in
taxable year 2000 and from a maximum of $420 to $480 in taxable years beginning
after December 31, 2000.

Under current law, the department of revenue (DOR) may not adjust the
withholding tables to reflect the changes made to the tax rates, changes in dollar
amounts with respect to bracket indexing and with respect to standard deduction
indexing for taxable years that begin before January 1, 2000. Under this bill, DOR
may not adjust the withholding tables before July 1, 2000.
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Under current law, for claims filed in 1991 and thereafter, the homestead tax
credit threshold income is $8,000, the maximum property taxes that a claimant may
use in calculating his or her credit are $1,450 and the maximum income is $19,154.
This bill changes current law starting with claims filed in 2000. Under this bill, for
claims filed in 2000 and thereafter, the maximum income is raised to $22,500. The
threshold income and maximum property taxes remain the same as under current
law.

This bill also modifies the nonrefundable itemized deductions credit. Under
current law, the itemized deductions credit is calculated as 5% of the difference
between the sum of certain amounts that are allowed as itemized deductions under
the Internal Revenue Code and the standard deduction. Some amounts that are
allowed as itemized deductions under the Internal Revenue Code, such as casualty
and theft deductions and interest incurred to purchase or refinance a residence that
is not a principal residence and that is not located in this state, are not allowed in
the calculation of the itemized deductions credit. Under this bill, miscellaneous
itemized deductions that are allowed as itemized deductions under the Internal
Revenue Code are not allowed under the itemized deductions credit.

The bill creates a personal exemption for a taxpayer, the taxpayer’s spouse and
the taxpayer’s dependents. The personal exemption is $600 for each of these persons
in taxable year 2000 and $700 for taxable years that begin after December 31, 2000.

. An additional personal exemption exists for taxpayers who are at least 65 years old.

This additional exemption is $200 for taxable year 2000 and $250 for taxable years
that begin after December 31, 2000.

In general, under current law, 50% of certain social security benefits are taxed
by this state once the recipient’s income reaches $34,000 for a single individual or
$44,000 for a married couple filing jointly, while the federal government taxes 85%
of these same benefits. This bill repeals the state’s treatment of social security
benefits, thus taxing the benefits at the same rate as the federal government.

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 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. 71.01 (18) of the statutes is amended to read:

71.01 (16) “Wisconsin taxable income” of natural persons means Wisconsin
adjusted gross income less the Wisconsin standard deduction, less the personal
exemption described under s. 71.05 (23), with losses, depreciation, recapture of

benefits, offsets, depletion, deductions, penalties, expenses and other negative
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SECTION 1

income items determined according to the manner that income is or would be
allocated, except that the negative income items on individual or separate returns
for net rents and other net returns which are marital property attributable to the
investment, rental, licensing or other use of nonmarital property shall be allocated
to the owner of the property.

SECTION 2. 71.05 (6) (b) 21. of the statutes is repealed.

SECTION 3. 71.05 (22) (dm) of the statutes is amended to read:

71.05 (22) (dm) Deduction limits; 1994 and-thereafier to 1999. Except as
provided in par. (f), for taxable years beginning en-er—af-'ter—J&n-ua-lal—l——]rQ94 after

December 31, 1993, and before January 1, 2000, the Wisconsin standard deduction

is whichever of the following amounts is appropriate. For a single individual who has
a Wisconsin adjusted gross income of less than $7,500, the standard deduction is
$5,200. For asingleindividual whohasa Wisconsin adjusted gross income of at least
$7,500 but not more than $50,830, the standard deduction is the amount obtained
by subtracting from $5,200 12% of Wisconsin adjusted gross income in excess of
$7,500 but not less than $0. For a single individual who has a Wisconsin adjusted
gross income of more than $50,830, the standard deduction is $0. For a head of
household who has a Wisconsin adjusted gross income of less than $7,500, the
standard deduction is $7,040. For a head of household who has a Wisconsin adjusted
gross income of at least $7,500 but not more than $25,000, the standard deduction
is the amount obtained by subtracting from $7,040 22.515% of Wisconsin adjusted
gross income in excess of $7,500 but not less than $0. For a head of household who
has a Wisconsin adjusted gross income of more than $25,000, the standard deduction
shall be calculated as ifthe head of household were a single individual. For amarried

couple filing jointly that has an aggregate Wisconsin adjusted gross income of less
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SECTION 3
than $10,000, the standard deduction is $8,900. For a married couple filing jointly
that has an aggregate Wisconsin adjusted gross income of at least $10,000 but not
more than $55,000, the standard deduction is the amount obtained by subtracting
from $8,900 19.778% of aggregate Wisconsin adjusted gross income in excess of
$10,000 but not less than $0. For a married couple filing jointly that has an aggregate
Wisconsin adjusted gross income of more than $55,000, the standard deduction is $0.
For a married individual filing separately who has a Wisconsin adjusted gross
income of less than $4,750, the standard deduction is $4,230. For a married
individual filing separately who has a Wisconsin adjusted gross income of at least
$4,750 but not more than $26,140, the standérd deduction is the amount obtained

by subtracting from $4,230 19.778% of Wisconsin adjusted gross income in excess of

" $4,750 but not less than $0. For a married individual filing separately who has a

Wisconsin adjusted gross income of more than $26,140, the standard deduction is $0.
The secretary of revenue shall prepare a table under which deductions under this
paragraph shall be determined. That table shall be published in the department’s
instructional booklets.

SECTION 4. 71.05 (22) (dp) of the statutes is created to read:

7 1.05 (22) (dp) Deduction limits, 2000 and thereafter. Except as provided in
par. (f), for taxable years beginning after December 31, 1999, the Wisconsin standard
deduction is whichever of the following amounts is appropriate. For a single
individual who has a Wisconsin adjusted gross income of less than $10,380, the
standard deduction is $7,200. For a single individual who has a Wisconsin adjusted
gross income of at least $10,380 but not more than $70,380, the standard deduction
is the amount obtained by subtracting from $7,200 12% of Wisconsin adjusted gross

income in excess of $10,380 but not less than $0. For a single individual who has a
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SECTION 4

Wisconsin adjusted gross income of more than $70,380, the standard deduction is $0.
For a head of household who has a Wisconsin adjusted gross income of less than
$10,380, the standard deduction is $9,300. For a head of household who has a
Wisconsin adjusted gross income of at least $10,380 but not more than $30,350, the
standard deduction is the amount obtained by subtracting from $9,300 22.515% of
Wisconsin adjusted gross income in excess of $10,380 but not less than $0. For a head
of household who has a Wisconsin adjusted gross income of more than $30,350, the
standard deduction shall be calculated as if the head of household were a single
individual. For a married couple filing jointly that has an aggregate Wisconsin
adjusted gross income of less than $14,570, the standard deduction is $12,970. For
a married couple filing jointly that has an aggregate Wisconsin adjusted gross
income of at least $14,570 but not more than $80,150, the standard deduction is the
amount obtained by subtracting from $12,970 19.778% of aggregate Wisconsin
adjusted gross income in excess of $14,570 but not less than $0. For a married couple
filing jointly that has an aggregate Wisconsin adjusted gross income of more than
$80,150, the standard deduction is $0. For a married individual filing separately
who has a Wisconsin adjusted gross income of less than $6,920, the standard
deduction is $6,160. For a married individual filing separately who has a Wisconsin
adjusted gross income of at least $6,920 but not more than $38,070, the standard
deduction is the amount obtained by subtracting from $6,160 19.778% of Wisconsin
adjusted gross income in excess of $6,920 but not less than $0. For a married
individual filing separately who has a Wisconsin adjusted gross income of more than
$38,070, the standard deduction is $0. The secretary of revenue shall prepare a table
under which deductions under this paragraph shall be determined. That table shall

be published in the department’s instructional booklets.
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SECTION 5

SECTION 5. 71.05 (22) (ds) of the statutes is amended to read:

71.05 (22) (ds) Standard deduction indexing. For taxable years beginning after
December 31, 1998wwwmg
after December 31, 2000, the dollar amounts of the standard deduction that is
allowable under pas: pars. (dm) and (dp) and all of the dollar amounts of Wisconsin
adjusted gross income under pas pars. (dm) and (dp) 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 of the year before the previous year, as determined by the
federal department of labor. 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 6. 71.05 (22) () 4. b. of the statutes is amended to read:

71.05 (22) () 4. b. The standard deduction that may be claimed by an individual
under par. (dm) or (dp), based on the individual’s filing status.

SECTION 7. 71.05 (23) of the statutes is created to read:

71.05 (23) PERSONAL EXEMPTIONS. In computing Wisconsin taxable income, an
individual taxpayer may subtract the following amounts:

(a) For taxable years that begin after December 31, 1999, and before January

1, 2001:
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SEcCTION 7

1. A personal exemption of $600 if the taxpayeris required to file a return under
s. 71.03 (2) () 1. or 2. and $600 for the taxpayer’s spouse, except for g narrie
[‘}Adﬁ\jdu,é)’who is filing separately or as a head of household.

2. An exemption of $600 for each individual for whom the taxpayer is entitled

to an exemption for the taxable year under section 151 (c) of the Internal Revenue
Code.

3. An additional exemption of $200 if the taxpayer has reached the age of 65
before the close of the taxable year to which his or her tax return relates and $200
for the taxpayer’s spouse if he or she has reached the age of 65 before the close of the

{ﬁz,;ﬁf"'eﬁ?ﬁw?. °

taxable year to which his or her tax return relates, excep
(WM) is filing separately or as a head of hdusehold. «»

(b) For taxable years that begin after December 31, 2000:

1. A personal exemption of $700 if the taxpayer is required to file a return under

(# the 50Us Q2
s. 71.03 (2) (a) 1. or 2. and $700 for the taxpayer’s spouse, ex'cepi i

— &
iy

filing separately or as a head of household.

ER

2. An exemption of $700 for ﬁ/t{l;ldle‘;ﬁi({l@l for whom the taxpayer is entitled to
an exemption for the taxable year under section 151 (c) of the Internal Revenue Code.

3. An additional exemption of $250 if the taxpayer has reached the age of 65
before the close of the taxable year to which his or her tax return relates and $250
for the taxpayer’s spouse if he or she has reached the age of 65 before the close of the
taxable year to which his or her tax return relates, except{fanarmaxried ipdividual-
paftp is filing separately or as a head of household.

(¢c) With respect to persons who change their domicile into or from this state
during the taxable year and nonresident persons, personal exemptions under pars.

(a) and (b) shall be limited tothe fraction of the amount so determined that Wisconsin
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SECTION 7
adjusted gross income is of federal adjusted gross income. In this paragraph, for
married persons filing separately “adjusted gross income” means the separate
adjusted gross income of each spouse and for married persons filing jointly “adjusted
gross income” means the total adjusted gross income of both spouses. If a person and
that person’s spouse are not both domiciled in this state during the entire taxable
year, their personal exemptions on a joint return are determined by multiplying the
personal exemption that would be available to each of them if they were both
domiciled in this state during the entire taxable year by a fraction the numerator of
which is their joint Wisconsin adjusted gross income and the denominator of which
is their joint federal adjusted gross income.

SECTION 8. 71.06 (1m) (intro.) of the statutes is amended to read:
71.06 (1m) FIDUCIARIES, SINGLE INDIVIDUALS AND HEADS OF HOUSEHOLDS; AFTER

1997 T 1999. (intro.) The tax to be assessed, levied and collected upon the taxable

incomes of all fiduciaries, except fiduciaries of nuclear decommissioning trust or
reserve funds, and single individuals and heads of households shall be computed at
the following rates for taxable years beginning after December 31, 1997, and before
January 1, 2000:

SECTION 9. 71.06 (1n) of the statutes is created to read:

71.06 (1n) FIDUCIARIES, SINGLE INDIVIDUALS AND HEADS OF HOUSEHOLDS; 2000. The
tax to be assessed, levied and collected upon the taxable incomes of all fiduciaries,
except fiduciaries of nuclear decommissioning trust or reserve funds, and single
individuals and heads of houscholds shall be computed at the following rates for
taxable years beginning after December 31, 1999, and before January 1, 2001:

(a) On all taxable income from $0 to $7,500, 4.75%.

(b) On all taxable income exceeding $7,500 but not exceeding $15,000, 6.35%.
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SECTION 9

(¢) On all taxable income exceeding $15,000 but not exceeding $112,500, 6.55%.

(d) On all taxable income exceeding $112,500, 6.75%.

SEcTION 10. 71.06 (1p) of the statutes is created to read:

71.06 (1p) FIDUCIARIES, SINGLE INDIVIDUALS AND HEADS OF HOUSEHOLDS; AFTER
2000. The tax to be assessed, levied and collected upon the taxable incomes of all
fiduciaries, except fiduciaries of nuclear decommissioning trust or reserve funds, and
single individuals and heads of households shall be computed at the following rates
for taxable years beginning after December 31, 2000:

(a) On all taxable income from $0 to $7,500, 4.6%.

(b) On all taxable income exceeding $7,500 but not exceeding $15,000, 6.15%.

(¢) On all taxable income exceeding $15,000 but not exceeding $112,500, 6.5%.

(d) On all taxable income exceeding $112,500, 6.75%. ’

SECTION 11. 71.06 (2) (c) (intrv.) of the statutes is amended to read:

71.06 (2) (c) (intro.) For joint returns, for taxable years beginning after‘
December 31, 1997, and before January 1, 2000:

SECTION 12. 71.06 (2) (d) (intro.) of the statutes is amended to read:

71.06 (2) (d) (intro.) For married persons filing separately, for taxable years

beginning after December 31, 1997, and before January 1. 2000:
SEcTION 18. 71.06 (2) (o) of the statutes is created to read:

71.06 (2) (e) For joint returns, for taxable years beginning after December 31,
1999, and before January 1, 2001:

1. On all taxable income from $0 to $10,000, 4.77%.

9. On all taxable income exceeding $10,000 but not exceeding $20,000, 6.37%.

3. On all taxable income exceeding $20,000 but not exceeding $150,000, 6.55%.

4. On all taxable income exceeding $150,000, 6.7%.
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SECTION 14. 71.06 (2) (D) of the statutes is created to read:

71.06 (2) (f) For married persons filing separately, for taxable years beginning

after December 31, 1999, and before January 1, 2001:

1. On all taxable income from $0 to $5,000, 4.77%.
2. On all taxable income exceeding $5,000 but not exceeding $10,000, 6.37%.

3. On all taxable income exceeding $10,000 but not exceeding $75,000, 6.55%.
4. On all taxable income exceeding $75,000, 6.7%.

SECTION 15. 71.06 (2) (g) of the statutes is created to read:

71.06 (2) (g) For joint returns, for taxable years beginning after December 31,

2000:

1. On all taxable income from $0 to $10,000, 4.6%.

9. On all taxable income exceeding $10,000 but not exceeding $20,000, 6.15%.
3. On all taxable income exceeding $20,000 but not exceeding $150,000, 6.5%.
4. On all taxable income exceeding $150,000, 6.7%.

SECTION 16. 71.06 (2) (h) of the statutes is created to read:

71.06 (2) (h) For married persons filing separately, for taxable years beginning

after December 31, 2000:

1. On all taxable income from $0 to $5,000, 4.6%.
2. On all taxable income exceeding $5,000 but not exéeeding $10,000, 6.15%.

3. On all taxable income exceeding $10,000 but not exceeding $75,000, 6.5%.
4. On all taxable income exceeding $75,000, 6.7%.
SECTION 17. 71.06 (Ze) of the statutes is amended to read:

71.06 (2e) BRACKET INDEXING. For taxable years beginning after December 31,

1998, and before January 1, 2000, the maximﬁm dollar amount in each tax bracket,

and the corresponding minimum dollar amount in the next bracket, under subs. (1m)
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and (2) (¢) and (d),_and for r December 31, 2001, th

mount i next br. nder 1 nd (2 nd (h), 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 of the year before the previous year, as determined
by the federal department of labor. Each amount that is revised under this
subsection 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 subsection
and incorporate the changes into the income tax forms and instructions.

SECTION 18. 71.06 (2m) of the statutes is amended to read:

71.06 (2m) RATE CHANGES. If a rate under sub. (1), (1m),(1n), (1p) or(2) changes
during a taxable year, the taxpayer shall compute the tax for that taxable year by the
methods applicable to the federal income tax under section 15 of the internal revenue

code.

SecTION 19. 71.06 (2s) (b) of the statutes is amended to read:

71.06 (2s) (b) For taxable years beginning after December 31, 1997, and before
January 1, 2000, with respect to nonresident individuals, including individuals
changing their domicile into or from this state, the tax brackets under subs. (1m) and
(2) (¢) and (d) shall be multiplied by a fraction, the numerator of which is Wisconsin
adjusted gross income and the denominator of which is federal adjusted gross

income. In this paragraph, for married persons filing separately “adjusted gross
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SEcTION 19
income” means the separate adjusted gross income of each spouse, and for married
persons filing jointly “adjusted gross income” means the total adjusted gross income
of both spouses. If an individual and that individual’s spouse are not both domiciled
in this state during the entire taxable year, the tax brackets under subs. (1m) and
(2) (c) and (d) on a joint return shall be multiplied by a fraction, the numerator of
which is their joint Wisconsin adjusted gross income and the denominator of which
is their joint federal adjusted gross income.

SECTION 20. 71.06 (2s) (c) of the statutes is created to read:

71.06 (2s) (c) For taxable years beginning after December 31, 1999, and before
January 1, 2001, with respect to nonresident individuals, including individuals
changing their domicile into or from this state, the tax brackets under subs. (1n) and
(2) (e) and (f) shall be multiplied by a fraction, the numerator of which is Wisconsin
adjusted gross income and the denominator of which is federal adjusted gross
income. In this paragraph, for married persons filing separately “adjusted gross
income” means the separate adjusted gross income of each spouse, and for married
persons filing jointly “adjusted gross income” means the total adjusted gross income
of both spouses. Ifan individual and that individual’s spouse are not both domiciled
in this state during the entire taxable year, the tax brackets under subs. (1n) and (2)
(e) and (f) on a joint return shall be multiplied by a fraction, the numerator of which
is their joint Wisconsin adjusted gross income and the denominator of which is their
joint federal adjusi;ed gross income.

SECTION 21. 71.06 (2s) (d) of the statutes is created to read:

71.06 (2s) (d) For taxable years beginning after December 31, 2000, with
respect to nonresident individuals, including individuals changing their domicile

into or from this state, the tax brackets under subs. (1p) and (2) (g) and (h) shall be
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SecTION 21

multiplied by a fraction, the numerator of which is Wisconsin adjusted gross income
and the denominator of which is federal adjusted gross income. In this paragraph,
for married persons filing separately “adjusted gross income” means the separate
adjusted gross income of each spouse, and for married persons filing jointly “adjusted
gross income” means the total adjusted gross income of both spouses. Ifan individual
and that individual’s spouse are not both domiciled in this state during the entire
taxable year, the tax brackets under subs. (1p) and (2) (g) and (h) on a joint return
shall be multiplied by a fraction, the numerator of which is their joint Wisconsin
adjusted gross income and the denominator of which is their joint federal adjusted
gross income.

SECTION 22. 71.07 (5) (a) 7. of the statutes is created to read:

71.07 (5) (a) 7. Miscellaneous itemized deductions under the Internal Revenue
Code, without regard to whether such deductions are subject to the 2% floor as
described in section 67 of the Internal Revenue Code.

SECTION 23. 71.07 (5m) (e) of the statutes is created to read:

71.07 (5m) (e) Sunset. No new claim may be filed under this subsection for a
taxable year that begins after December 31, 1999.

SECTION 24. 71.07 (6) (am) 2. c. of the statutes is amended to read:

71.07 (6) (am) 2. c. For taxable years beginning after December 31, 1999, and
before January 1, 2001, 2.75% of the earned income of the spouse with the lower
earned income, but not more than $385 $440.

SECTION 25. 71.07 (6) (am) 2. d. of the statutes is amended to read:

71.07 (6) (am) 2. d. For taxable years beginning after December 31, 2000, 3%

of the earned income of the spouse with the lower earned income, but not more than

$420 $480.
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SECTION 26

SECTION 26. 71.07 (8) (d) of the statutes is created to read:

71.07 (8) (d) Nonew claim may be filed under this subsection for a taxable year
that begins after December 31, 1999.

SECTION 27. 71.07 (9) (g) of the statutes is created to read:

71.07 (9) (g) No new claim may be filed under this subsection for a taxable year

that begins after December 81, 1999.

SECTION 28. 71.125 of the statutes is amended to read:

71.125 Imposition of tax. (1) Exceptas provided in sub. (2), the tax imposed
by this chapter on individuals and the rates under s. 71.06 (1), (1m), (1n), (1p) and
(2) shall apply to the Wisconsin taxable income of estates or trusts, except nuclear
decommissioning trust or reserve funds, and fhat tax shall be paid by the fiduciary.

(2) Each electing small business trust, as defined in section 1361 (e) (1) of the
Internal Revenue Code, is subject to tax at the highest rate unders. 71.06 (1) erunder
§-71.06, (1m), (1n) or (1p), whichever taxable year is applicable, on its income as
computed under section 641 of the Internal Revenue Code, as modified by s. 71.05
(6) to (12), (19) and (20).

SECTION 29. 71.17 (6) of the statutes is amended to read:

71.17 (6) FUNERAL TRUSTS. If a qualified funeral trust makes the election under
section 685 of the Internal Revenue Code for federal income tax purposes, that
election applies for purposes of this chapter and each trust shall compute its own tax
and shall apply the rates under s. 71.06 (1) ard, (1m), (in) or (1p).

SECTION 30. 71.54 (1) (d) (intro.) of the statutes is amended to read:

71.54 (1) (d) 1991 and-thereafierto 1999. (intro.) The amount of any claim filed
in 1991 and-thereafier to 1999 and based on property taxes accrued or rent

constituting property taxes accrued during the previous year is limited as follows:
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SEcTION 31

SECTION 31. 71.54 (1) (e) of the statutes is created to read:

71.54 (1) (e) 2000 and thereafter. The amount of any claim filed in 2000 and
thereafter and based on property taxes accrued or rent constituting property taxes
accrued during the previous year is limited as follows:

1. Tf the household income was $8,000 or less in the year to which the claim
relates, the claim is limited to 80% of the property taxes accrued or rent constituting
property taxes accrued & both in that year on the claimant’s homestead.

9. Ifthe household income was more than $8,000 in the year to which the claim
relates, the claim is limited to 80% of the amount by which the property taxes accrued
or rent constituting property taxes accrued or both in that year on the claimant’s
homestead exceeds 10% of the household income exceeding $8,000.

3. No credit may be allowed if the household income of a claimant exceeds
$22,500.

SECTION 32. 71.64 (9) (b) of the statutes is amended to read:

71.64 (9) (b) The department shall from time to time adjust the withholding
tables to reflect any cﬁanges in income tax rates, any applicable surtax or any
changes in dollar amounts in s. 71.06 (1), (1m), (1n), (1p) and (2) resulting from
statutory changes, except that the department may not adjust the withholding tables
to reflect the changes in rates in s. 71.06 (1m), (1n). (1p) and (2) (c) and, (d).(e). (),
(g) and (h) and any changes in dollar amounts with respect to bracket indexing under
s. 71.06 (2e) and with respect to standard deduction indexing under s. 71.05 (22) (ds)
for-any-taxable yoar that begins before January July 1, 2000. The tables shall
account for the workmg families tax credit under s. 71.07 (5m),_53;b1g_c_t_o_s__7_,91
(5m) (e). The tables shall be extended to cover from zero to 10 withholding

exemptions, shall assume that the payment of wages in each pay period will, when
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SECTION 32
multiplied by the number of pay periods in a year, reasonably reflect the annual wage
of the employe from] the employer and shall be based on the further assumption that
the annual wage will be reduced for allowable deductions from gross income. The
department may determine the length of the tables and a reasonable span for each
bracket. In preparing the tables the department shall adjust all withholding
amounts not an exact multiple of 10 cents to the next highest figure thatisa multiple
of 10 cents. The department shall also provide instructions with the tables for
withholding with respect to quarterly, semiannual and annual pay periods.

SECTION 33. 71.67 (4) (a) of the statutes is amended to read:

71.67 (4) (a) The administrator of the lottery division in the department under
ch. 565 shall withhold from any lottery prize of $2,000 or more an amount determined
by multiplying the amount of the prize by the highest rate applicable to individuals
unders. 71.06 (1) ex, (1m), (1n) or (1p). The administrator shall deposit the amounts
withheld, on a monthly basis, as would an employer depositing unders. 71.65(3) (a).

SECTION 34. 71.87 (5) (a) of the statutes is amended to read:

71.67 (5) (a) Wager winnings. A person holding a license to sponsor and
manage races under s. 562.05 (1) (b) or (c) shall withhold from the amount of any
paymeht of pari-mutuel winnings under s. 562.065 (3) (a) or (8m) (a) an amount
determined by multiplying the amount of the payment by the highest rate applicable
to individuals under s. 71.06 (1) (a) to (c) ex, (1m), (1n) or (1p) if the amount of the
payment is more than $1,000.

SEcTION 9343. Initial applicabhility; revenue.
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SECTION 9343

(1) MODIFICATION OF THE INDIVIDUAL INCOME TAX SYSTEM. The treatment of
sections 71.01 (16), 71.05 (6) (b) 21. and 71.07 (5) (a) 7. of the statutes first applies

to taxable years beginning on January 1, 2000.

(END)
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DOA.:......Gates-Hendrix — Eliminate certain tax credits; incIe
homestead; federalize soc. security treatment and the stnd
deduction; change income tax rates, brackets; delay indexing,
withholding changes; create a personal exemption

FOR 1999-01 BUDGET — NOT READ INTRODUCTION

AN ACT— ¥elating to: eliminating the school property tax credit, eliminating
the working families tax credit, eliminating miscellaneous deductions from the
itgmized deductions credit, increasing the married persons tax credit,
federalizing the treatment of social security, increasing the maximum income
for the homestead tax credit, federalizing the standard deduction, suspending
the indexing of the standard deduction and individual income tax brackets,
delaying changes to the withholding tables, changing individual income tax

rates and brackets and creating a personal individual income tax exemption.

Analysis by the Legislative Reference Bureau
TAXATION
INCOME TAXATION “

This bill makes various changes in the structure of the individual income tax
system. The bill modifies the calculation of adjusted gross income (AGI), prohibits
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new claims from being made under certain income tax credits, creates a personal
exemption, modifies the itemized deductions credit and modifies the sliding scale
standard deduction and the tax rates and brackets.

Under current law, the standard income tax deduction has four different
categories, each of which has a different deduction amount based on income. The
maximum standard deduction amounts in each category phase out as income
increases. The categories, the maximum standard deduction amounts and the
maximum income amounts to which the standard deduction applies before the
phaseout begins are the following: single individuals, $5,200 on Wisconsin AGI
(WAGI) of less than $7,500; heads of households, $7,040 on WAGI of less than $7,500;
married couples filing jointly, $8,900 on WAGQI of less than $10,000; and married
couples filing separately, $4,230 on WAGI of less than $4,750.

This bill retains the same four categories and increases the maximum income
at which the standard deduction reaches $0. Under this bill, for taxable years
beginning after December 31, 1999, the categories, the maximum standard
deduction amounts and the maximum income amounts to which the standard
deduction applies before the phaseout begins are the following: single individuals,
$7,200 on WAGI of less than $10,380; heads of households, $9,300 on WAGI of less
than $10,380; married couples filing jointly, $12,970 on WAGI of less than $14,570;
and married couples filing separately, $6,160 on WAGI of less than $6,920.

Under current law, the dollar amounts of the standard deduction and the dollar
amounts of WAGI are indexed for inflation for taxable years that begin after
December 81, 1998. The bill suspends indexing for taxable year 2000.

Under current law, there are three income tax brackets for single individuals,
certain fiduciaries, heads of households and married persons. The brackets for single
individuals, certain fiduciaries and heads of households are taxable income from $0
to $7,500; from more than $7,500 to $15,000; and more than $15,000. The brackets
for married persons filing jointly are taxable income from $0 to $10,000; from more
than $10,000 to $20,000; and more than $20,000. The brackets for married persons
filing separately are taxable income from $0 to $5,000; from more than $5,000 to
$10,000; and more than $10,000.

The rate of taxation under current law for the lowest bracket for single
individuals, certain fiduciaries, heads of households and married persons is 4.77%
of taxable income, the rate for the middle bracket is 6.37% and the rate for the highest
bracket is 6.77%.

This bill expands the number of brackets to four and lowers the rate of taxation
in all four brackets in taxable year 2000. The bill also lowers the rate of taxation for
taxable year 2001 and all taxable years thereafter for the first three brackets. Under
the bill, the brackets for single individuals, certain fiduciaries and heads of
households for taxable year 2000 are taxable income from $0 to $7,500; from more
than $7,500 to $15,000; from more than $15,000 to $112,500; and more than
$112,500. The brackets for married persons filing jointly are taxable income from $0
to $10,000; from more than $10,000 to $20,000; from more than $20,000 to $150,000;
and more than $150,000. The brackets for married persons filing separately are
taxable income from $0 to $5,000; from more than $5,000 to $10,000; from more than
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$10,000 to $75,000; and more than $75,000. The bracketyremain the same for
taxable year 2001 and are indexed for inflation in taxable y¢ars thereafter.

Under this bill, for taxable year 2000, the rate of taxation for the lowest bracket

ingle individuals, certain fiduciaries, heads of household$ and married persons

(,\ "f]’ f is 44} 7o of taxable income, the rate for the next bracket is @@, the rate for the next
brackst is 6.55% and the rate for the highest bracket is §4ffe. ~ ¢, 75

Under this bill, for taxable year 2001 and all taxable years thereafter, the rate
of taxation for the lowest bracket for single individuals, certain fiduciaries, heads of
households and married persons is 4.6% of taxable income, the rate for the next
bracket is 6.15%, the rate for the next bracket is 6.5% and the rate for the highest
bracket remains at W b,

Under current law, the individual income tax brackets are indexed for inflation
for taxable years beginning after December 31, 1998. This bill suspends indexing
until taxable years beginning after December 31, 2001.

Under current law, after an individual calculates his or her gross tax liability,
several tax credits may be calculated to reduce his or her gross tax liability. Some
credits, like the earned income tax credit and the homestead tax credit, are
refundable. Some credits, like the school property tax credit, the working families
tax credit and the married persons credit, are nonrefundable. Generally, with a
refundable credit, if the amount of the claim exceeds the taxpayer’s tax liability, or
ifthere is notax due, the excess amount of the credit is paid to the claimant by a check
from the state. With a nonrefundable credit, the amount of the credit is available
only up to the amount of the taxpayer’s tax liability. ,

Under this bill, for taxable years beginning after December 31, 1999, no new
claims may be filed for the following nonrefundable tax credits: the school property
tax credit, the working families tax credit, the dependent credit and the senior credit.
The bill does not affect any of the refundable tax credits. In addition, the bil
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increases the married persons tax credit from a maximum credit of $385 to $d%0/n
taxable year 2000 and from a maximum of $420 to $480 in taxable years beginning

after December 31, 2000.

Under current law, the department of revenue (DOR) may not adjust the
withholding tables to reflect the changes made to the tax rates, changes in dollar
amounts with respect to bracket indexing and with respect to standard deduction
indexing for le years that begin before Janyary 1, 2000. Under this bill, DOR

napvaet adjust the withholding tables)yefam July 1, 2000 on

Under current law, for claims filed in 1991 and thereafter, the homestead tax
credit threshold income is $8,000, the maximum property taxes that a claimant may
use in calculating his or her credit are $1,450 and the maximum income is $19,154.
This bill changes current law starting with claims filed in 2000. Under this bill, for
claims filed in 2000 and thereafter, the maximum income is raised to $22,500. The
. threshold income and maximum property taxes remain the same as under current

law.
- This bill also modifies the nonrefundable itemized deductions credit. Under
current law, the itemized deductions credit is calculated as 5% of the difference
between the sum of certain amounts that are allowed as itemized deductions under
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the Internal Revenue Code and the standard deduction. Some amounts that are
allowed as itemized deductions under the Internal Revenue Code, such as casualty
and theft deductions and interest incurred to purchase or refinance a residence that
is not a principal residence and that is not located in this state, are not allowed in
the calculation of the itemized deductions credit. Under this bill, miscellaneous
itemized deductions that are allowed as itemized deductions under the Internal
Revenue Code are not allowed under the itemized deductions credit.

The bill creates a personal exemption for a taxpayer, the taxpayer’s spouse and
the taxpayer’s dependents. The personal exemption is $600 for each of these persons
in taxable year 2000 and $700 for taxable years that begin after December 31, 2000.
An additional personal exemption exists for taxpayers who are at least 65 years old.
This additional exemption is $200 for taxable year 2000 and $250 for taxable years
that begin after December 31, 2000.

In general, under current law, 50% of certain social security benefits are taxed
by this state once the recipient’s income reaches $34,000 for a single individual or
$44,000 for a married couple filing jointly, while the federal government taxes 85%
of these same benefits. This bill repeals the state’s treatment of social security
benefits, thus taxing the benefits at the same rate as the federal government.

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 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. 71.01 (16) of the statutes is amended to read:

71.01 (16) “Wisconsin taxable income” of natural persons means Wisconsin
adjusted gross income less the Wisconsin standard deduction, less the personal
exemption described under s, 71.05 (23), with losses, depreciation, recapture of
benefits, offsets, depletion, deductions, penalties, expenses and other negative
income items determined according to the manner that income is or would be
allocated, except that the negative income items on individual or separate returns
for net rents and other net returns which are marital property attributable to the
investment, rental, licensing or other use of nonmarital property shall be allocated

to the owner of the property.
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SECTION 2

SECTION 2. 71.05 (6) (b) 21. of the statutes is repealed.

SECTION 8. 71.05 (22) (dm) of the statutes is amended to read:

71.05 (22) (dm) Deduction limits; 1994 end-thereafter to 1999. Except as
provided in par. (f), for taxable years beginning en-or-after January-1,-1994 after
December 31, 1993, and before January 1, 2000, the Wisconsin standard deduction
is whichever of the following amounts is appropriate. For a single individual who has
a Wisconsin adjusted gross income of less than $7,500, the standard deduction is
$5,200. For a single individual who has a Wisconsin adjusted gross income of at least
$7,500 but not more than $50,830, the standard deduction is the amount obtained
by subtracting from $5,200 12% of Wisconsin adjusted gross income in excess of
$7,500 but not less than $0. For a single individual who has a Wisconsin adjusted
gross income of more than $50,830, the standard deduction is $0. For a head of
household who has a Wisconsin adjusted gross income of less than $7,500, the
standard deduction is $7,040. For a head of household who has a Wisconsin adjusted
gross inco;ne of at least $7,500 but not more than $25,000, the standard deduction
is the amount obtained by subtracting from $7,040 22.515% of Wisconsin adjusted
gross income in excess of $7,500 but not less than $0. For a head of household who
has a Wisconsin adjusted gross income of more than $25,000, the standard deduction
shall be calculated as if the head of household were a single individual. Foramarried
couple filing jointly that has an aggregate Wisconsin adjusted gross income of less
than $10,000, the standard deduction is $8,900. For a married couple filing jointly
that has an aggregate Wisconsin adjusted gi'oss income of at least $10,000 but not
more than $55,000, the standard deduction is the amount obtained by subtracting
from $8,900 19.778% of aggregate Wisconsin adjusted gross income in excess of

$10,000 but not less than $0. For a married couple filing jointly that has an aggregate
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SECTION 3
Wisconsin adjusted gross income of more than $55,000, the standard deduction is $0.
For a married individual filing separately who has a Wisconsin adjusted gross
income of less than $4,750, the standard deduction is $4,230. For a married
individual filing separately who has a Wisconsin adjusted gross income of at least
$4,750 but not more than $26,140, the standard deductibn is the amount obtained
by subtracting from $4,230 19.778% of Wisconsin adjusted gross income in excess of
$4,750 but not less than $0. For a married individual filing separately who has a
Wisconsin adjusted gross income of more than $26,140, the standard deduction is $0.
The secretary of revenue shall prepare a table under which deductions under this
paragraph shall be determined. That table shall be published in the department’s
instructional booklets.

SECTION 4. 71.05 (22) (dp) of the statutes is created to read:

71.05 (22) (dp) Deduction limits, 2000 and thereafter. Except as provided in
par. (f), for taxable years beginning after December 31, 1999, the Wisconsin standard
deduction is ;)vhichever of the following amounts is appropriate. For a single
individual who has a Wisconsin adjusted gross income of less than $10,380, the
standard deduction is $7,200. For a single individual who has a Wisconsin adjusted
gross income of at least $10,380 but not more than $70,380, the standard deduction
is the amount obtained by subtracting from $7,200 12% of Wisconsin adjusted gross
income in excess of $10,380 but not less than $0. For a single individual who has a
Wisconsin adjusted gross income of more than $70,380, the standard deduction is $0.
For a head of household who has a Wisconsin adjusted gross income of less than
$10,380, the standard deduction is $9,300. For a head of household who has a
Wisconsin adjusted gross income of at least $10,380 but not more than $30,350, the

standard deduction is the amount obtained by subtracting from $9,300 22.515% of
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SECTION 4

Wisconsin adjusted gross income in excess of $10,380 but not less than $0. Fora head
of household who has a Wisconsin adjusted gross income of more than $30,350, the
standard deduction shall be calculated as if the head of household were a single
individual. For a married couple filing jointly that has an aggregate Wisconsin
adjusted gross income of less than $14,570, the standard deduction is $12,970. For
a married couple filing jointly that has an aggregate Wisconsin adjusted gross
income of at least $14,570 but not more than $80,150, the standard deduction is the
amount obtained by subtracting from $12,970 19.778% of aggregate Wisconsin
adjusted gross income in excess of $14,570 but not less than $0. For a married couple
filing jointly that has an aggregate Wisconsin adjusted gross income of more than
$80,150, the standard deduction is $0. For a married individual filing separately
who has a Wisconsin adjusted gross income of less than $6,920, the standard
deduction is $6,160. For a married individual filing separately who has a Wisconsin
adjusted gross income of at least $6,920 but not more than $38,070, the standard
deduction _is the amount obtained by subtracting from $6,160 19.778% of Wisconsin
adjusted gross income in excess of $6,920 but not less than $0. For a married
individual filing separately who has a Wisconsin adjusted gross income of more than
$38,070, the standard deduction is $0. The secretary of revenue shall prepare a table
under which deductions under this paragraph shall be determined. That table shall
be published in the department’s instructional booklets.

SECTION 5. 71.05 (22) (ds) of the statutes is amended to read:

71.05 (22) (ds) Standard deduction indexing. For taxable years beginning after
December 31, 1998, an for n 1,2 r le year
after December 31, 2000, the dollar amounts of the standard deduction that is
allowable under pas pars. (dm) and (dp) and all of the dollar amounts of Wisconsin



W 0 1 o, Ut b W N =

S —
& o m @ o R O

17
18
19
20
21
22
23
24
25

1999 — 2000 Legislature -8— LRB-1917/P5
MES:kmg:jf

SECTION 5
adjusted gross income under pa#: pars. (dm) and (dp) 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 of the year before the previous year, as determined by the
federal department of labor. 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 6. 71.05 (22) (f) 4. b. of the statutes is amended to read:

71.05 (22) (f) 4. b. The standard deduction that may be claimed by an individual
under par. (dm) or (dp), based on the individual’s filing status.

SECTION_7. 71.05 (23) of the statutes is created to read:

71.05 (23) PERSONAL EXEMPTIONS. In computing Wisconsin taxable income, an
individual taxpayer may subtract the following amounts:

(a) For taxable years that begin after December 31, 1999, and before January
1, 2001:

1. A personal exemption of $600 if the taxpayer is required tofile a return under
s.71.03(2)(a) 1. or 2. and $600 for the taxpayer’s spouse, except if the spouse is filing
separately or as a head of household.

2. An exemption of $800 for each individual for whom the taxpayer is entitled
to an exemption for the taxable year under section 151 (c) of the Internal Revenue

Code.



W 0 N1 o O s W N

[y
o

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

) LRB-1917/P5
1999 — 2000 Legislature -9- MES kmg:if

SECTION 7

3. An additional exemption of $200 if the taxpayer has reached the age of 65
before the close of the taxable year to which his or her tax return relates and $200
for the taxpayer’s spouse if he or she has reached the age of 65 before the close of the
taxable year to which his or her tax return relates, except if the spouse is filing
separately or as a head of household.

(b) For taxable years that begin after December 31, 2000:

1. Apersonal exemption of $700 if the taxpayeris required to file a return under
s.71.03(2)(a) 1. or 2. and $700 for the taxpayer’s spouse, except if the spouse is filing
separately or as a head of household.

2. An exemption of $700 for each individual for whom the taxpayer is entitled
to an exemption for the taxable year under section 151 (c) of the Internal Revenue
Code.

3. An additional exemption of $250 if the taxpayer has reached the age of 65
before the close of the taxable year to which his or her tax return relates and $250
for the taxiaayer’s spouse if he or she has reached the age of 65 before the close of the
taxable year to which his or her tax return relates, except if the spouse is filing
separately or as a head of household.

(c) With respect to persons who change their domicile into or from this state
during the taxable year and nonresident persons, personal exemptions under pars.
(a) and (b) shall be limited to the fraction of the amount so determined that Wisconsin
adjusted gross income is of federal adjusted gross income. In this paragraph, for
married persons filing separately “adjusted gross income” means the separate
adjusted gross income of each spouse and for married persons filing jointly “adjusted
gross income” means the total adjusted gross income of both spouses. If a person and

that person’s spouse are not both domiciled in this state during the entire taxable
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SECTION 7
year, their personal exemptions on a joint return are determined by multiplying the
personal exemption that. would be available to each of them if they were both
domiciled in this state during the entire taxable year by a fraction the numerator of
which is their joint Wisconsin adjusted gross income and the denominator of which
is their joint federal adjusted gross income.

SECTION 8. 71.06 (1m) (intro.) of the statutes is amended to read:

71.06 (1m) FIDUCIARIES, SINGLE INDIVIDUALS AND HEADS OF HOUSEHOLDS; AFTER

1997 To 1999. (intro.) The tax to be assessed, levied and collected upon the taxable

incomes of all fiduciaries, except fiduciaries of nuclear decommissioning trust or

reserve funds, and single individuals and heads of households shall be computed at

the following rates for taxable years beginning after December 31, 1997, and before
anuary 1 0:

SECTION 9. 71.06 (1n) of the statutes is created to read:

71.06 (1n) FIDUCIARIES, SINGLE INDIVIDUALS AND HEADS OF HOUSEHOLDS; 2000. The
tax to be asse_ssed, levied and collected upon the taxable incomes of all fiduciaries,
except fiduciaries of nuclear decommissioning trust or reserve funds, and single
individuals and heads of households shall be computed at the following rates for
taxable years beginning after December 31, 1999, and before J anuary 1, 2001:

(a) On all taxable income from $0 to $7,500, 4.75%.

(b) On all taxable income exceeding $7,500 but not exceeding $15,000, 6.35%.

(¢) On all taxable income exceeding $15,000 but not exceeding $112,500, 6.55%.

(d) On all taxable income exceeding $112,500, 6.75%.

SecTION 10. 71.06 (1p) of the statutes is created to read:

71.06 (1p) FIDUCIARIES, SINGLE INDIVIDUALS AND HEADS OF HOUSEHOLDS; AFTER

2000. The tax to be assessed, levied and collected upon the taxable incomes of all
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SEcTION 10

fiduciaries, except fiduciaries of nuclear decommissioning trust or reserve funds, and
single individuals and heads of households shall be computed at the following rates
for taxable years beginning after December 31, 2000:

(a) On all taxable income from $0 to $7,500, 4.6%.

(b) On all taxable income exceeding $7,500 but not exceeding $15,000, 6.15%.

(¢) On all taxable income exceeding $15,000 but not exceeding $112,500, 6.5%.

(d) On all taxable income exceeding $112,500, 6.75%.

SECTION 11. 71.06 (2) (¢) (intro.) of the statutes is amended to read:

71.06 (2) (c) (intro.) For joint returns, for taxable years beginning after
December 31, 1997, and before January 1, 2000:

SrcTION 12. 71.06 (2) (d) (intro.) of the statutes is amended to read:

71.06 (2) (d) (intro.) For married persons filing separately, for taxable years

beginning after December 31, 1997 and before January 1, 2000:

SECTION 13. 71.06 (2) (e) of the statutes is created to read:
71.06 (2) (e) For joint returns, for taxable years beginning after December 31,
v
1999, and before January 1, 2001: /‘/
hFs
1. On all taxable income from $0 to $10,000, 4.

9. On all taxable income exceeding $10,000 but not exceeding $20,000, %%a
3. On all taxable income exceeding $20,000 but not exceeding $150,000, 6.55%.

4. On all taxable income exceeding $150,000, W é FE -
SECTION 14. 71.06 (2) (f) of the statutes is created to read:
71.06 (2) (f) For married persons filing separately, for taxable years beginning

after December 31, 1999, and before January 1, 2001: _
. 4,7 o

1. On all taxable income from $0 to $5,000, W (“ 35

2. On all taxable income exceeding $5,000 but not exceeding $10,000, PR o.
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SECTION 14
v
3. On all taxable income exceeding $10,000 but not exceedmg $7 5,000, 6.55%.

4. On all taxable income exceeding $75,000, Gﬁ{ 6 7—;_

SECTION 15. 71.06 (2) (g) of the statutes is created to read:

71.06 (2) (g) For joint returns, for taxable years beginning after December 31,
2000:

1. On all taxable income from $0 to $10,000, 4.6%.

2 On all taxable income exceeding $10,000 but not exceeding $20,000, 6.15%.

3. On all taxable income exceeding $20,000 but not exceeding $150,000, 6.5%.

4. On all taxable income exceeding $150,000, Siff%. b. Fs—

SECTION 16. 71.06 (2) (h) of the statutes is created to read:

71.06 (2) (h) For married persons filing separately, for taxable years beginning
after December 81, 2000:

1. On all taxable income from $0 to $5,000, 4.6%.

9. On all taxable income exceeding $5,000 but not exceeding $10,000, 6.15%.

3. On al_l‘taxable income exceeding $10,000 but not exceeding $75,000, 6.5%.

4. On all taxable income exceeding $75,000, Wf; b ?f

SECTION 17. 71.06 (2e) of the statutes is amended to read:

71.06 (2¢) BRACKET INDEXING. For taxable years beginning after December 31,
1998, and before January 1, 2000, the maximum dollar amount in each tax bracket,
and the corresponding minimum dollar amount in the next bracket, under subs. (1m)
and (2) (¢) and (d),_and for taxable years beginning after December 31, 2001, the

imum doll t in each tax br. k he corresponding minimum dollar
mount in the next brack nder (p)an h), 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
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SECTION 17

previous year and the U.S. consumer price index for all urban consumers, U.S. city
average, for the month of August of the year before the previous year, as determined
by the federal department of labor. Each amount that is revised under this
subsection 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 uhder this subsection
and incorporate the changes into the income tax forms and instructions.

SECTION 18. 71.06 (2m) of the statutes is amended to read:

71.06 (2m) RATE CHANGES. If a rate under sub. (1), (1m),(1n), (1p) or (2) changes
during a taxable year, the taxpayer shall compute the tax for that taxable year by the
methods applicable to the federal income tax under section 15 oftheinternal revenue
code.

SECTION 19. 71.08 (2s) (b) of the statutes is amended to read:

7 1.06-(2s) (b) For taxable yeérs beginning after December 31, 1997, and before
January 1, 2000, with respect to nonresident individuals, including individuals
changing their domicile into or from this state, the tax brackets under subs. (1m) and
(2) (c) and (d) shall be multiplied by a fraction, the numerator of which is Wisconsin
adjusted gross income and the denominator of which is federal adjusted gross
income. In this paragraph, for married persons filing separately “adjusted gross
income” means the separate adjusted gross income of each spouse, and for married
persons filing jointly “adjusted gross income” means the Lotal adjusted gross income
of both spouses. If an individual and that individual’s spouse are not both domiciled
in this state during the entire taxable year, the tax brackets under subs. (1m) and

(2) (c¢) and (d) on a joint return shall be multiplied by a fraction, the numerator of
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SEcCTION 19

which is their joint Wisconsin adjusted gross income and the denominator of which
is their joint federal adjusted gross income.

SECTION 20. 71.06 (2s) (c) of the statutes is created to read:

71.06 (2s) (¢) For taxable years beginning after December 31, 1999, and before
January 1, 2001, with respect to nonresident individuals, including individuals
changing their domicile into or from this state, the tax brackets under subs. (1n) and
(2) (e) and (f) shall be multiplied by a fraction, the numerator of which is Wisconsin
adjusted gross income and the denominator of which is federal adjusted gross
income. In this paragraph, for married persons filing separately “adjusted gross
income” means the separate adjusted gross income of each spouse, and for married
persons filing jointly “adjusted gross income” means the total adjusted gross income
of both‘spouses. If an individual and that individual’s spouse are not both domiciled
in this state during the entire taxable year, the tax brackets under subs. (1n) and (2)
(e) and (f) on a joint return shall be multiplied by a fraction, the numerator of which
is their joint V\}isconsin adjusted gross income and the denominator of which is their
joint federal adjusted gross income.

SecTION 21. 71.08 (25) (d) of the statutes is created to read:

71.06 (2s) (d) For taxable years beginning after December 31, 2000, with
respect to nonresident individuals, including individuals changing their domicile
into or from this state, the tax brackets under subs. (1p) and (2) (g) and (h) shall be

multiplied by a fraction, the numerator of which is Wisconsin adjusted gross income

- and the denominator of which is federal adjusted gross income. In this paragraph,

for married persons filing separately “adjusted gross income” means the separate
adjusted gross income of each spouse, and for married persons filing jointly “adjusted

gross income” means the total adjusted gross income of both épouses. Ifan individual
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SECTION 21

and that individual’s spouse are not both domiciled in this state during the entire
taxable year, the tax brackets under subs. (1p) and (2) (g) and (h) on a joint return
shall be multiplied by a fraction, the numerator of which is their joint Wisconsin
adjusted gross income and the denominator of which is their joint federal adjusted
gross income.

SECTION 22. 71.07 (5) (a) 7. of the statutes is created to read:

71.07 (5) (a) 7. Miscellaneous itemized deductions under the Internal Revenue
Code, without regard to whether such deductions are subject to the 2% floor as
described in section 67 of the Internal Revenue Code.

SECTION 23. 71.07 (5m) (e) of the statutes is created to read:

71.07 (5m) (e) Sunset. No new claim may be filed under this subsection for a
taxable year that begins after December 31, 1999. \

SECTION 24. 71.07 (6) (am) 2. c. of the statutes is amended to read:

71.07(6) (am) 2. c. For taxable years beginn_ing after December 31, 1999, and
before January 1, 2001, 2.75% of the earned income of the spouse with the lower
earned income, but not more than $385 $440.

SECTION 25. 71.07 (6) (am) 2. d. of the statutes is amended to read:

71.07 (6) (am) 2. d. For taxable years beginning after December 31, 2000, 3%
of the earned income of the spouse with the lower earned income, but not more than
$420 $480.

SECTION 26. 71.07 (8) (d) of the statutes is created to read:

71.07 (8) (d) No new claim may be filed under this subsection for a taxable year
that begins after December 31, 1999.

SECTION 27. 71.07 (9) (g) of the statutes is created to read:
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SECTION 27

71.07 (9) (g) No new claim may be filed under this subsection for a taxable year
that begins after December 31, 1999.

SECTION 28. 71.125 of the statutes is amended to read:

71.125 Imposition of tax. (1) Except as provided in sub. (2), the tax imposed
by this chapter on individuals and the rates under s. 71.06 (1), (1m), (1n), (1p) and
(2) shall apply to the Wisconsin taxable income of estates or trusts, except nuclear
decommissioning trust or reserve funds, and that tax shall be paid by the fiduciary.

(2) Each electing small business trust, as defined in section 1361 (e) (1) of the
Internal Revenue Code, is subject totax at the highest rate under s. 71.06 (1) erunder
§—71.06, (1m), (1n) or (1p), whichever taxable year is applicable, on its income as
computed under section 641 of the Internal Revenue Code, as modified by s. 71.05
(6) to (12), (19) and (20).

SECTION 29. 71.17 (6) of the statutes is amended to read:

71.17 (6) FUNERAL TRUSTS. If a qualified funeral trust makes the election under
section 685 o} the Internal Revenue Code for federal income tax purposes, that
election applies for purposes of this chapter and each trust shall compute its own tax
and shall apply the rates under s. 71.06 (1) and, (1m),(1n) or (1p).

SEcTION 80. 71.54 (1) (d) (intro.) of the statutes is amended to read:

71.54 (1) (d) 1991 erd-thereafter to 1999. (intro.) The amount of any claim filed
in 1991 and thereafter to 1999 and based on property taxes accrued or rent
constituting property taxes accrued during the previous year is limited as follows:

SECTION 31. 71.54 (1) (e) of the statutes is created to read:

71.54 (1) (e) 2000 and thereafter. The amount of any claim filed in 2000 and
thereafter and based on property taxes accrued or rent constituting property taxes

accrued during the previous year is limited as follows:
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1. If the household income was $8,000 or less in the year to which the claim

2 relates, the claim is limited to 80% of the property taxes accrued or rent constituting
3 property taxes accrued or both in that year on the claimant’s homestead.
4 2. Ifthe household income was more than $8,000 in the year to which the claim
5 relates, the claim is limited to 80% of the amount by which the property taxes accrued
6 or rent constituting property taxes accrued or both in that year on the claimant’s
7 homestead exceeds 10% of the household income exceeding $8,000. -
8 3. No credit may be allowed if the household income of a claimant exceeds
$22,500. bene T M 4
((:; SECTION 32. 71.64 (9) (b) of the statutes is alrlte:;’c\ied to read: ’H L% Cq (5““
QP 11 71.64 (9) (bi’tl:\})x(: epartment shall from time to time adjust the w1thhold1ng
- 12 tables to reflect any changes in income tax rates, any applicable surtax or any
13 changes in dollar amounts in s. 71.06 (1), (lm),_(LQL_(_p_l and (2) resulting from

) ilows: ® 1
14 statutory changes, except %hﬂe‘cheﬁepartment may not aaiust the w1thhold1ng tables

. v
15 to reflect the changes in rates in s. 71.06 (1m)/4 "j X

16 iém%ﬁ@-“ #N and any changes in dollar amounts Wlth respect to bracket 1ndexmg under
S {th prespect to tnanges in mtes wod er o, 71, 06 L) a,ml(-l)((

|
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\
\
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- 17 s. 71.06 (2e)‘!;.nd with respect to standard deduction 1ndex1ng und? s. 71.05 (22) (ds)

Wbeﬁr January m 1, 2000. / he tables shall
account for the working families tax credit under s. 71.07 (5m), §gb]§§L tos, 71.07

20 (5m) (e). The tables shall be extended to cover from zero to 10 withholding

21 exemptions, shall assume that the payment of wages in each pay period will, when
22 multiplied by the number of pay periods in a year, reasonably reflect the annual wage
@ of the employe frome employer and shall be based on the further essumption that
24 the annual wage will be reduced for allowable deductions from gross income. The

‘0 25 department may determine the length of the tables and a reasonable span for each
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SECTION 32
bracket. In preparing the tables the department shall adjust all withholding
amounts not an exact multiple of 10 cents to the next highest figure thatisa multiple
of 10 cents. The department shall also provide instructions with the tables for
withholding with respect to quarterly, semiannual and annual pay periods.
SECTION 38. 71.67 (4) () of the statutes is amended to read:

71.67 (4) (a) The administrator of the lottery division in the department under
ch. 565 shall withhold from any lottery prize of $2,000 or more an amount determined
by multiplying the amount of the prize by the highest rate applicable to individuals
under s. 71.06 (1) ex, (1m), (1n) or (1p). The administrator shall deposit the amounts
withheld, on a monthly basis, as would an employer depositing under s. 71.65 (3) (a).

SECTION 34. 71.67 (5) (a) of the statutes is amended to read:

71.87 (5) (a) Wager winnings. A person holding a license to sponsor and
manage races under s. 562.05 (1) (b) or (c) shall withhold from the amount of any
payment of pari-mutuel winnings under s. 562.065 (3) (a) or (3m) (a) an amount
determined b;r multiplying the amount of the payment by the highest rate applicable
to individuals under s. 71.06 (1) (a) to (c) ex, (1m), (1n) or (1p) if the amount of the
payment is more than $1,000.

SecTION 9343. Initial applicability; revénue.

(1) MODIFICATION OF THE INDIVIDUAL INCOME TAX SYSTEM. The treatment of
sections 71.01 (16), 71.05 (8) (b) 21. and 71.07 (5) (a) 7. of the statutes first applies
to taxable years beginning on January 1, 2000.

(END)




