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March 8, 2001 - Introduced s HOVEN, PLALE, AINSWORTH, ALBERS,
BaLow, BoyLE, Boc ERCEAU, GRONEMUSNJUEBSCH, JESKEWITZ, GUNDERSON,
KREIBICH, KAUFER# JOHNSRUD, LADWIG, F. LASEE, LEIBHAM, LIPPERT, MUSSER,
McCORMICK, LLER, OLSEN, OwEeNS, OTT, PLSUFF, PETROWSKI, RHOADES.
REYNOLDS, S#KORA, TOWNSEND, VRAKAS, SERATTI and_WADE, cosponsored by

Senators /MROESSLER, RISSER, DARLING, FARROW, H®ELSMAN, ROSENZWEIG,
ScHuLT#and WIRCH. Referred to Committee on Ways and Means.

Cje‘/\rﬁk
AN ACT to amend 71.05 46§ (a) 15., 71.26 (2) (a), 71.45 (2) (a) 10. and 77.92 (4):
and to create 71.07 (5d), 71.10 (4) (cp), 71.28 (5d), 71.30 (3) (dm), 71.47 (5d) and
71.49 (1) (dm) of the statutes; relating to: an income and franchise tax credit

for a business to construct, equip, operate, or provide a day care center for the

children of employees.

Analysis by the Legislative Reference Bureau

This bill creates an income tax and franchise tax credit for a business to
construct, equip, operate, or provide a day care center for the children of its
employees during work hours. A business may claim as a credit any of the following
amounts, but not exceeding $50,000 a year: 1) 50% of the amount the business paid
to construct and equip a day care center that the business owns and operates; 2) 50%
of the amount the business paid to operate its own day care center; and 3) if the
business does not construct its own day care center, 50% of the amount the business
paid to a day care center to provide day care to the children of its employees. The total
amount of all such credits, for all businesses, will not exceed $1,500,000 a year.

Partnerships, limited liability companies, and tax—option corporations
compute the credit but pass it on to the partners, members, and shareholders in
proportion to their ownership interests. If a business claims a credit that exceeds its
tax liability, the state will not issue a refund check, but the business may carry
forward any remaining credit to subsequent taxable years.
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For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

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

e SROEIONd e B BT 56T the Statutes 1S amended to read

T 2.(6) (a) 15. The amount of the credits computed under. 07 2), (2de)

(2di), (2dj), (2dL), ,{2ds).(2dx) and, (3s), and(5d) and not passed through by a

partnership, limited liability com ‘- or tax—0ptiengorporation that has added that

amount to the-paftnership’s, company'’s or tax-option corporation’sT under s.
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SECTION 2. 71.07 (5d) of the statutes is created to read:
71.07 (5d) DAY CARE CENTER CREDIT. (a) In this subsection: y

1. “Claimant” means a person who files a claim under this subsection.

2. "Equipment” means equipment that is depreciable property for income tax

or franchise tax purposes.

v4

(b) A claimant may claim as a credit against the tax imposed under s. 71.02 any
of the following:

1k. An amount equal to 50% of the amount paid by the claimant during the
taxable year to construct, and to purchase equipment for the use at, a licensed day
care center under s. 48.65 that is owned and operated by the claimant to care for the
children of the claimant’s employees du.ring the employees’ working hours.

2. An amount that is equal to the amount paid by the claimant to operate the
claimant’s day care center, as described under subd\./l ., for the taxable year; minus
any amount paid by an employee of the claimant to reimburse the claimant for any

amount paid by the claimant under this subdivision; multiplied by 50%. A claimant
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may claim and be allocated a credit under this subdivision regardless of whether the
claimant has claimed or been allocated a credit under subd. 1.

3. An amount that is equal to the amount paid by the claimant during the
taxable year to a licensed day care center under s. 48.6\?:, other than a day care center
as described under subd\./ 1., to provide care for the children of the claimant’s
employees during the employees’ working hours; minus any amount paid by an
employee of the claimant to reimburse the claimant for any amount paid by the
claimant under this subdivision; multiplied by 50%. |

(c) Except as provided in par. (dm{ the amount of the credit under this
subsection shall not exceed $50,000 in a taxable year for each claimant and the total
amount of the credit for all claimants under this substlagtion and ss. 71.28 (f\ii) and
71.47 (5d)\/sha11 not exceed $1,500,000 in a state fiscal year. v’

(d) 1. No credit may be allowed under this subsec‘gon unless the claimant files
annually an application with the department of revenue on or before March 1 and
includes with that application a statement from the department of health and family

'

services that verifies that the day care center under par. (b) is licensed under s. 48.65.

, v
A claimant may apply for and be allocated a credit under this subsection before the

claimant pays expenses under par. (15, except that, if the claimant does not pay the
expenses in the taxable year related to the credit, the claimant shall not receive the
credit and the department of revenue may allocate the amount of the credit to
another claimant.

2. After March 1, the department shall allocate randomly the credits under this
subsectio% and ss. 71.28 (5\d/) and 71.47 ‘(gd). After the department has allocated the

credits, the department shall compile a waiting list of claimants who were not

allocated credits and shall allocate randomly any unused credits to the claimants on
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the waiting list. No credit may be allowed under this subsection after the
department has awarded the total amount of the credit for all claimants under par.
Y

(dm) Claimants who jointly coﬁstruct, equip, or operate a licensed day care
center may jointly claim the credit as provided under this subsection, if the claimants
file a joint application under par. (d) lf/Claimants who file a joint application and
who are allocated a credit under par. (b) may apportion the amount of the credit
among the joint claimants in any manner that the joint claimants choose. The total
amount of the credit for the joint claimants shall not exceed $50,000 in a taxable year.

V : /
(e) Section 71.28 (4) (e), as it applies to the credit under s. 71.28 (4), applies to

the credit under this subseéion. v

(f) If a credit computed under this suBsection is not entirely offset against
income or franchise taxes otherwise due, the unused balance may be carried forward
and credited against income or franchise taxes otherwise due for the following 5
taxable years to the extent not offset by those taxes otherwise due in all intervening

years between the year in which the expense was paid and the year in which the

carry—forward credit is claimed. v
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(h) Section 71.28 (4) (g) and (h), as it applies to the credit under s. 71.28 (4),

applies to the credit under this subsection. V'

v
(i) Except as provided under par. (j), if the operation of a day care center under
par. (b) 1. ceases within 5 years after the date on which the construction of the day
care center is completed, a claimant who receives credits under par. (b) 1. and 2. for

the construction and operation of such a day care center shall add to the claimant’s
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1 liability for taxes imposed under s. 71.02 aﬁ amount equal to the jtotal amount of the
2 credits received under par. (b) 1. and 2./multiplied by the following percentage:
3 1. If the operation of the day care center ceases during the first year after the
4 date on which the construction of the day care center is completed, 100%.
5 2. If the operation of the day care center ceases during the 2nd year after the
6 date on which the construction of the day care center is completed, 80%.
7 3. If the operation of the day care center ceases durihg the 3rd year after the
8 date on which the construction of the day care center is completed, 60%.
9 4. If thé operation of the day care center ceases during thel 4th year after the
10 date on which the construction of the day care center is completed, 40%.
11 5. If the operation of the day care center ceases during the 5th year after the
12 date on wﬁich the construction of the day care center is completed, 20%.
13 (j) Paragraph (i) does not apply to a claimant whose business ceases operation
14 within 5 years after the date on which the construction of the claimant’s day care
15 center is completed; or whose day care center ceases operation for not more than 30
16 consecutive days in a taxable year; or who presents evidence to the department of
17 revenue that the majority of the claimant’s employees with children who are eligible
18 to enroll in the claimant’s day care center do not want to enroll their children in the
19 claimant’s day care center.
20 SECTION 3. 71.10 (4) (cp) of the statutes is created to read:
21 71.10 (4) (cp) The day care center credit under s. 71.07\€d).

the gross income as computedir ifiternal revenue code as modified unde

.M-v-.:;ﬁrﬁ'i"riusmthe amount of recapture under s. 71.28 (1di) plus the amount of credi
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under s. 71°28.(1dd), (1de), (1di), (1dj), (1dL), (1ds) and, (1dx). and (5d) and
Mo,

through by a partr?&’shi\p, limited liability company or tax—optigw€orporation that
has added that amount to ’Eﬁé\partnership’s, limited liability€ompany’s or tax—option

corporation’s income under s. 71.217¢4) or 71.34 (1) g)”f;l/;s the amount of losses from

difference :‘iﬁ;e the federal basis and Wisconsin basis of any™agsset sold,
exczzl/g/% bandoned or otherwise disposed of in a taxable transaction during

SECTION 5. 71.28 (5d) of the statutes is created to read:

71.28 (5d) DAY CARE CENTER CREDIT. (a) In this subsection:

1. "Claimant” means a person who files a claim under this subsection.

2. “Equipment” means equipment that is depreciable property for income tax

or franchise tax purposes.

(b) A claimant may claim as a credit against the tax imposed under s. 71.23 any
of the following:

1. An amount equal to 50% of the amount paid by the claimant during the
taxable year to construct, and to purchase equipment for the use at, a licensed day
care center under s. 48.65 that is owned and operated by the claimant to care for the
children of the claimant’s employees during the employees’ working hours.

2. An amount fhat is equal to the amount paid by the claimant to operate the

claimant’s day care center, as described under subd. 1., for the taxable year; minus
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any amount paid by an employee of the claimant to reimburse the claimant for any
amount paid by the claimant under this subdivision; multiplied by 50%. A claimant
may claim and be allocated a credit under this subdivision regardless of whether the
claimant has claimed or been allocated a credit under subd. 1.

3. An amount that is equal to the amount paid by the claimant during the
taxable year to a licensed day care center under s. 48.65, other than a day care center
as described under subd. 1., to provide care for the children of the claimant’s
employees during the employees’ working hours; minus any amount paid by an
employee of the claimant to reimburse the claimant for any amount paid by the
claimant under this subdivision; multiplied by 50%.

() Except as provided in par. (dm), the amount of the credit under this
subsection shall not exceed $50,000 in a taxable year for each claimant and the total
amount of the credit for all claimants under this subsection and ss. 71.07 (5d) and
71.47 (5d) shall not exceed $1,500,000 in a state fiscal year.

(d) 1. No credit may be allowed under this subsection unless the claimant files
annually an application with the department of revenue on or before March 1 and
includes with that application a statement from the department of health and family
services that verifies that the day care center under par. (b) is licensed under s. 48.65.
A claimant may apply forl and be allocated a credit under this subsection before the
claimant pays expenses under par. (b), except that, if the claimant does not pay the
expenses in the taxable year related to the credif, the claimant shall not receive the
credit and the department of revenue may allocate the amount of the credit to
another claimant.

2. After March 1, the department shall allocate randomly the credits under this

subsection and ss. 71.07 (5d) and 71.47 (5d). After the department has allocated the
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credits, the department shall compile a waiting list of claimants who Were not
allocated credits and shall allocate randomly any unused credits to the claimants on
the waiting list. No credit may be allowed under this subsection after the
department has awarded the total amount of the credit for all claimants under par.
().

(dm) Claimants who jointly construct, equip, or operate a licensed day care
center may jointly claim the credit as provided under this subsection, if the claimants
file a joint application under par. (d) 1. Claimants who file a joint application and
who are allocated a credit under par. (b) may apportion the amount of the credit
among the joint claimants in any manner that the joint claimants choose; The total
amount of the credit for the joint claimants shall not exceed $50,000 in a taxable year.

(e) Subsection (4) (e), as it applies to the credit under sub. (4), applies to the
credit under this subsection.

() If a credit computed under this subsection is not entirely offset against
income or franchise taxes otherwise due, the unused balance may be carried forward
and credited against income or franchise taxes otherwise due for the following 5
taxable years to the extent not offset by those taxes otherwise due in all intervening
years between the year in which the expense was paid and the year in which the

carry—forward credit is claimed.

23
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(h) Subsection (4) (g) and (h), as it applies to the credit under sub. (4), applies
to the credit under this subsection.
(i) Except as provided under par. (j), if the operation of a day care center under

par. (b) 1. ceases within 5 years after the date on which the construction of the day
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1 care center is completed, a claimant who receives credits under par. (b) 1. and 2. for
2 the construction and operation of such a day care center shall add to the cléimant’s
3 liability for taxes imposed under s. 71.23 an amount equal to the total amount of the
4 credits received under par. (b) 1. and 2. multiplied by the following percentage:
5 1. If the operation of the day care center ceases during the first year after the
6 date on which the construction of the day care center is completed, 100%.
7 2. If the operation of the day care center ceases during the 2nd year after the
8 date on which the construction of the day care center is completed, 80%.
9 3. If the operation of the day care center ceases during the 3rd year after the
10 date on which the construction of the day care center is completed, 60%.
11 4. If the operation of the day care center ceases during the 4th year after the
12 date on which the construction of the day care center is completed, 40%.
13 5. If the operation of the day care center ceases during the 5th year after the
14 date on wﬁich the construction of the day care center is completed, 20%.
15 () Paragraph (i) does not apply to a claimant whose business ceases operation
16 within 5 years after the date on which the construction of the claimant’s day care
17 center is completed; or whose day care center ceases operation for not more than 30
18 consecutive days in a taxable year; or who presents evidence to the department of
19 revenue that the majority of the claimant’s employees with children who are eligible
20 to enroll in the claimant’s day care center do not want to enroll their children in the
21 claimant’s day care center.
22 SECTION 6. 71.30 (3) (dm) of the statutes is created to read:

v
23 71.30 (3) (dm) The day care center credit under s. 71.28 (5d).

SECTION 7. 71.45 (2) (a) 10. of the statutes is amended to read:
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71.45 (2) (a) 10. By adding to federal taxable income the amount of credit
computed under s. 71.47 (1dd) to (ldx) and (5d) and not passed through by a
partnership, limited Iiability company or tax—option corporation that has added that
amount to the partnership’s, limited liability company’s or tax—option corporation’s
income under s. 71.21 (4) or 71.34 (1) (g) and the amount of credit computed under
s. 71.47 (1), (3), (4) and (5).

SECTION 8. 71.47 (5d) of the statutes is created to read:

71.47 (5d) DAY CARE CENTER CREDIT. (a) In this subsection:

1. “Claiman_t” means a person who files a claim under this subsection.

2. "Equipment” means equipment that is depreciable property for income tax
or franchise tax purposes.

(b) A claimant may claim as a credit against the tax imposed under s. 71.43 any
of the following:

1. An amount equal to 50% of the amount paid by the claimant during the
taxable year to construct, and to purchase equipment for the use at, a licensed day
care center under s. 48.65 that is owned and operated by the claimant to care for the
children of the claimant’s employees during the employees’ working hours.

2. An amoﬁnt that is equal to the amount paid by the claimant to operate the
claimant’s day care center, as described under subd. 1., for the taxable year; minus
any amount paid by an employee of the claimant to reimburse the claimant for any
amount paid by the claimant under this subdivision; multiplied by 50%. A claimant
may claim and be allocated a credit under this subdivision regardless of whether the
claimant has claimed or been allocated a credit under subd. 1.

3. An amount that is equal to the amount paid by the claimant during the

taxable year to a licensed day care center under s. 48.65, other than a day care center
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as described under subd. 1., to provide care for the children of the claimant’s
employees during the employees’ working hours; minus any amount paid by an
employee of the claimant to reimburse the claimant for any amount paid by the
claimant under this subdivision; multiplied by 50%.

(c) Except as provided in par. (dm), the amount of the credit under this
subsection shall not exceed $50,000 in a taxable year for each claimant and the total
amount of the credit for all claimants under this subsection and ss. 71.07 (5d) and
| 71.28 (5&) shall not exceed $1,500,000 in a state fiscal year.

(d) 1. No credit may be allowed under this subsection unless the claimant files
annually an application with the department of revenue on or before March 1 and
includes with that application a statement from the department of health and family
services that verifies that the day care center under par. (b) is licensed under s. 48.65.
A claimant may apply for and be allocated a credit under this subsection before the
claimant pays expenses unde‘r par. (b), except that, if the claimant does not pay the
expenses iﬁ the taxable year related to the credit, the claimant shall not receive the
credit and the department of revenue may allocate the amount of the credit to
another claimant.

2. After March 1, the department shall allocate randomly the credits under this
subsection and ss. 71.07 (5d) and 71.28 (5d). After the department has allocated fhe
credits, the department shall compile a waiting list of claimants who were not
allocated credits and shall allocate randomly any unused credits to the claimants on
the waiting list. No credit may be allowed under this subsection after the

department has awarded the total amount of the credit for all claimants under par.

©.
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(dm) Claimants who jointly construct, equip, or operate a licensed day care
center may jointly claim the credit as provided under this subsection, if the claimants
file a joint application under par. (d) 1. Claimants who file a joint application and
who are allocated a credit under par. (b) may apportion the amount of the credit
among the joint claimants in any manner that the joint claimants choose. The total
amount of the credit for the joint claimants shall not exceed $50,000 in a taxable year.

(e) Section 71.28 (4) (e), as it applies to the credit under s. 71.28 (4), applies tov
the credit under this subsection.

(f) If a credit computed under this subsection is not entirely offset against
income or franchise taxes otherwise due, the unused balance may be carried forward
and credited against income or franchise taxes otherwise due for the following 5
taxable years to the extent not offset by those taxes otherwise due in all intervening

years between the year in which the expense was paid and the year in which the

carry—forward credit is claimed.
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(h) Section 71.28 (4) (g) and (h), as it applies to the credit under s. 71.28 (4),
applies to the credit under this subsection. |

(i) Except as provided under par. (j), if the operation of a day care center under
par. (b) 1. ceases within 5 years after the date on which the construction of the day
care center is completed, a claimant \who receives credits under par. (b) 1. and 2. for
the construction and operation of such a day care center shall add to the claimant’s
liability for taxes imposed under s. 71.43 an amount equal to the total amount of the

credits received under par. (b) 1. and 2. multiplied by the following percentage:
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1. If the operation of the day care center ceases during the first year after the
date on which the construction of the day care center is completed, 100%.

2. If the operation of the day care center ceases during the 2nd year after the
date on which the construction of the day care center is completed, 80%.

3. If the operation of the day care center ceases during the 3rd year after the
date on which the construction of the day care center is completed, 60%.

4. If the operation of the day care center ceases during the 4th year after the
date on which the construction of the day care center is completed, 40%.

5. If the operétion of the day care center ceases during the 5th year after the
date on which the construction of the day care center is completed, 20%.

(j) Paragraph (i) does not apply to a claimant whose business ceases operation
within 5 years after the date on which the construction of the claimant’s‘ day care
center is completed; or whose day care center ceases operation for not more than 30
consecutive days in a taxable year; or who presents evidence to the department of
revenue that the majority of the claimant’s employees with children whd are eligible
to enroll in the claimant’s day care center do not want to enroll their children in the
claimant's day care center.

SECTION 9. 71.49 (1) (dm) of the statutes is created to read:

71.49 (1) (dm) The day care center credit under s. 71.47 (5d).

0 nre‘a‘da;ﬂnumwmmm.

of income and gain under section. 767 ernal Revenue Code, including taxable
state and mu;li_gi.pa‘l’ggrﬁlterest and excluding anterest income or

Wme from federal government obligations; minus the items of loss and
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eTTTa]l eVenue

3 (¢) of the Inter nal }?eve\ e Code; plus the credits clalmed,unﬁer s. 71.07 (2dd)/
4 (2di), (2dj), (2dL), (2dr), (2d3$)»(2dx) and. (3 ,*ﬁc}/ (5d); and plus or mjnus, as

5 appropriate, transitional adjustmer depreciation differences an

basis

6 differences under s. 71.05 (VL%)/(TE) (16), (17) an

7 loss and deductiongftom farming. “Net business income”, wi
8
9 puppbses and includes net income derived as an employee as defined in section 31

fal J
TTILCT T I IRy erraCOUUcT,

10 y"}" d 3 £- ek I-Roxanis

11 SEcTION 11. Initial applicability.

12 (1) DAY CARE CENTER CREDIT. This act first applies to taxable years beginning
13 on January 1 is
14 SubseetiorrtakeseffecrafterFuly-34-this-act-first-apphies-to-taxable-years beginning
15 on_lanuary-tof The year following the-year-imwhich-thissubsectiontakes-ekk :)
16 (END)




INSERT  Z-p
Section #. 71.05 (6) (a) 15. of the statutes is amended to read:
71.05 (6) (a) 15. The amount of the cred1ts computed under s 71 07 (2dd), (2de), (2di), (2dj),
7 (2dL), (2dm), (2dr), (2ds), (2dx), 3g), a-nd (3sk/and not passed tElough by a partnership, limited

liability company, or tax—option corporation that has added that amount to the partnership’s, compa- /

ny’s, or tax—option corporation’s income under s. 71.21 (45 or 71.34 (1) (g).

39,237:1999.a.9, 32. 44. 54.65. 167: 2001 u. 16. 104, 105, 109. 1987 a. 312; 1987 a. 411 ss. 42, 43, 45, 47 t0 49, 51 to 53; 1989 a. 31,
46; 1991 a. 2, 37, 39, 269; 1993 a. 16, 112, 204, 263, 437; 1995 a. 27, 56, 209, 227, 261, 371, 403, 453; 1997 a. 27,

35, 39, 237; 1999 a. 9, 32, 44, 54, 65, 167; 2001 a. 16, 104, 105, 109.

pd {20
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Section #. 71.21 (4) of the statutes is amended to read:

71.21 (4) Credits computed by a partnership under s. 71.07 (2dd), (2de), (2di), (2d)), (2dL),
J, .
(2dm), (2ds), (2dx), (3g), ane (3s)/and passed through to partners shall be added to the partnership’s
income. CW\/OQ (5 Q/> /

History: 1997 2.27: 2001 a. 16. 1987 a. 312, 411; 1989 a. 31; 1993 a. 112; 1995 a. 27, 400; 1997 a. 27; 2001 a. 16.

jkreye(Irbunx 14) Mon-May-12-2003 3:54 pm
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Section #. 71.26 (2) (a) of the statutes is amended to read:

71.26 (2) (a) Corporations in general. The “net income” of a corporation means the gross income
as computed under the Internal Revenue Code as modified under sub. (3) minus the amount of recap-
ture under s. 71.28 (1di) plus the amount of credit computed under s. 71.28 (1), (3), (4), and (5) plus
the amount of the credit computed under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm), (1ds),
(1dx), a&el—(%)@wh by a partnership, limited liability company, or tax—option
corporation that has added that amount to the partnership’s, limited liability company’s, or tax— —op-
tion corporation’s income under s. 71.21 (4) or 71.34 (1) (g) plus the amount of losses from the sale
or other disposition of assets the gain from which would be wholly exempt income, as defined in
sub. (3) (L), if the assets were sold or otherwise disposed of at a gain and minus deductions, as com-
puted under the Internal Revenue Code as modified under sub. (3), plus or minus, as appropriate,
an amount equal to the difference between the federal basis and Wisconsin basis of any asset sold,
exchanged, abandoned, or otherwise disposed of in a taxable transaction during the taxable year,
except as provided in par. (b) and s. 71.45 (2) and (5).

History: 31,336: 1991 . 37. 39, 221, 269: 1993 a. 16, 112, 246, 263, 399, 437, 491; 1995 a. 27, 56, 351, 371, 380, 428; 1997 a. 217, 37, 184, 237; 1999 . 9, 65; 1999
a.150'5. 672, 1999 a. 167. 194 2001 4. 16,38, 106, 109. 1987 a. 312; 1987 a. 411 ss. 22,124 to 129; 1989 a. 31, 336; 1991 a. 37, 39,

221, 269; 1993 a. 16, 112, 246, 263, 399, 437, 491; 1995 a. 27, 56, 351, 371, 380, 428; 1997 a. 27, 37, 184, 237; 1999

a. 9, 65; 1999 a. 150 5. 672; 1999 a. 167, 194; 2001 a. 16, 38, 106, 109.
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Section #. 71.34 (1) (g) of the statutes is amended to read:

71.34 (1) (g) An addition shall be made for credits computed by a tax—~option corporation under

—=> s.71.28 (1dd), (lde), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), (3), and(3g)@’dpassed through to

soed (5d)

1987 0. 312: 1987 a. 411 ss. 18.23. 146: 1989 a. 31, 336; 1991 a. 39, 269; 1993 a. 16, 437; 1995 a. 27, 380, 428; 1997 a. 27, 37,237,1999 a. 9, 194; 2001 a. 16, 109.

shareholders.

1987 a.312; 1987 a. 411 ss. 18, 23, 146; 1989 a. 31, 336; 1991 a. 39, 269; 1993 a. 16, 437; 1995 a. 27, 380, 428; 1997
a. 27,37, 237; 1999 a. 9, 194; 2001 a. 16, 109. /

pod 1127
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TO 2001 ASSEMBLY BILL 183
April 10, 2001 - Offered by Representative HOVEN.
At the locations indicated, amend the bill as follows:

2 I—Pagrhiinet8deletetirres—BarmtO-ane-substitutom -
3 5(g) Partnerships, limited liability companies, and tax—-option corporations
4 may not claim the credit under this subsection, but the eligibility for, and the amount
5 of, the credit are based on their payment of expenses under par. (b). A partnership,
6 limited liability company, or tax-option corporation shall compute the amount of
7 credit that each of its partners, members, or shareholders may claim and shall

provide that information to each of them. Partners, membersdof limited liability

9 companies, and shareholders of tax-option corporations may claim the credit in

10 proportion to their ownership interest.%—&———

(g) Partnerships, limited liability companies, and tax-option corporations

13 may not claim the credit under this subsection, but the eligibility for, and the amount



—
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of, the credit are based on their payment of expenses under par. (b). A partnership,

2 limited liability company, or tax—option corporation shall compute the amount of
3 credit that each of its partners, members, or shareholders may claim and shall
4 provide that information to each of them. Partners, members of limited liability
5 companies, and shareholders of tax—option corporations may claim the credit in
6 proportion to their ownership interest.@\&—/ .
7 <3.Page 12 line15-delete-times—t5-and-16-and substitute:
8 @(ic;r)/ Partnerships, limited liability companies, and t;:ggon corporations
9 may not claim the credit under this subsection, but the eligibility for, and the amount
10 of, the credit are based on their payrhent of expenses under par. (b). A partnership,
11 limited liability company, or tax-option corporation shall compute the amount of
12 credit that each of its partners, members, or shareholders may claim and shall
13 provide that information to each of them. Partners, members of limited liability
14 companies, and shareholders of tax-option corporations may claim the credit in
15 proportion to their ownership interest.g&_, Ve
16 (END) \/




Section #. 77.92 (4) of the statutes is amended to read:

77.92 (4) “Net business income”, with respect to a partnership, means taxable income as calcu-
lated under section 703 of the Internal Revenue Code; plus the items of income and gain under sec-
tion 702 of the Internal Revenue Code, including taxable state and municipal bond interest and
excluding nontaxable interest income or dividend income from federal government obligations;
minus the items of loss and deduction under section 702 of the Internal Revenue Code, except items
that are not deductible under s. 71.21; plus guaranteed payments to partners under section 707 (c¢)

of the Internal Revenue Code; plus the credits claimed under s. 71.07 (2dd), (2de), (2di), (2dj),
\

(2dL), (2dm), (2dr), (2ds), (2dx), anJé, (3g), and (3s); and plus or minus, as appropriate, transitional

adjustments, depreciation differences, and basis differences under s. 71 (13), (15), (16), (17), and
(19); but excluding income, gain, loss, and deductions from farming. “Net business income”, with
respect to a natural person, estate, or trust, means profit from a trade or business for federal income

tax purposes and includes net income derived as an employee as defined in section 3121 (d) (3) of

the Internal Revenue Code.

History: 1989 a. 335; 1991 a. 39, 269; 1993 a. 16, 112, 490; 1995 a. 27,209; 1997 a. 27; 1999 a. 9; 2001 a. 16.

Y~V

Jkreye(Irbunx 14) Mon-May-12-2003 3:54 pm



L2

State of Wisconsin

LEGISLATIVE REFERENCE BUREAU

1 EAST MAIN, SUITE 200

P. 0. BOX 2037
U, R MADISON, Wi 53701-2037
FAX: (608) 264-6948
November 3, 2003
MEMORANDUM
To: Senator Plale
From: Joseph T. Kreye, Legislative Attorney, (608) 266—2263

Subject: Technical Memorandum to SB—264 (LRB 03-2707/1)

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



TO:

FROM:

LA

MEMORANDUM

October 15, 2003

Joseph Kreye
Legislative Reference Bureau

Dennis Collier
- Department of Revenue

SUBJECT:  Technical Memorandum on SB 264: Tax Credit for Employee Day Care Facility

The Department has a number of concerns with the credit application and awarding procedure

specified in the bill.

Sections 71.07(5d)(d)1, 71.28(5d)(d)1, and 71.47(5d)(d)1 require the claimant to file an
application for the credit with the Department on or before March 1 of a given year. The
requirement should be clarified to provide that the partnership, limited liability company, or tax-

- option corporation must file the annual application, not the individual partners, members, or

shareholders.

The bill provides that joint claimants may allocate the credit in any manner that they choose. This
raises two issues. First, this may result in a claimant receiving a tax credit based on expenses
incurred by someone else. This can be inequitable when claimants who actually incur expenses
may be denied credits based on the $1.5 miillion annual cap. Claimants who jointly construct,
equip, or operate a licensed day care center should be required to claim the credits based on
their share of the eligible costs incurred by the joint venture, as opposed to in any manner that
the joint claimants choose. Second, it makes it very difficult to track the credits. The bill should
specify that the application must state how the credits are going to be apportioned among the
members of the joint venture. ’

Since taxpayers file both calendar year and fiscal year returns and late and amended returns at
times that do not correspond with the state's fiscal year, it would be impossible for the
Department to allocate credits in a way that the amounts claimed are based on the state's fiscal
year. The problem is compounded for allocating credits to claimants on a waiting list. The credit
may be claimed up to four years after the original due date of the claimant’s return, including on
amended or late returns. There would be no way to know that a business that was originally
allocated the credit would not be using the credit until the expiration of the four-year period for
that particular business. The Department could allocate $1.5 million of credits in a year, but
could not control when those credits would be claimed or used to offset tax.
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The proposed legislation makes no provision for the funding of the costs invoived in
administering the activities required. The department anticipates one-time costs for computer
programming and developing forms and procedures, as well as annual ongoing costs to
administer and audit the program. If the author wishes to provide funding, appropriation
language could be developed and costs allocated in the following manner:

Chapter 20 Amount FTE
one-time  s.20.566 (1) (a) $27,700
annual s. 20.566 (1) (a) $40,400 0.5

If you have any questions regarding this technical memorandum, please contact Pam Walgren
at 266-7817; for administrative costs contact Julie Feavel at 267-9892.



