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2003 Senate Bill
Relating to an Education Tax Credit for businesses.

SECTION 1. 71.05 (6) (a) 15. of the statutes is amended to read:

71.05 (6) (a) 15. The amount of the credits computed under s. 71.07 (2dd),
(2di), (2dj), (2dL), (2dr), (2ds), (2dx) and, (3s), and (5r) and not passed through
partnership, limited liability company, or tax—option corporation that has added

amount to the partnership’s, company’s, or tax—option corporation’s income under
71.21 (4) or 71.34 (1) (g).

SECTION 2. 71.07 (51) of the statutes is created to read:

71.07 (Sr) EDUCATION CREDIT. (a) In this subsection:

1. “Claimant” means a sole proprietor, a partner, a member of a limited liability
company, or a shareholder of a tax—option corporation who files a claim under
subsection.

2. “Degree—granting program” means an educational program for which

associate, a bachelor’s, or a graduate degree is awarded upon successful completion.
3. “Poverty line” has the meaning given under s. 49.001 (5).

4. “Qualified postsecondary institution” means all of the following:

a. A University of Wisconsin System institution, a technical college system
institution, or a regionally accredited 4—year nonprofit college or university having
its regional headquarters and principal place of business in this state.

b. A school approved under s. 45.54, if the school has a physical presence, and

the delivery of education occurs, in this state.

(b) Subject to the limitations provided in this subsection, a claimant may claim

as a credit against the tax imposed under s. 71.02 an amount equal to the following:
1. Fifty percent of the tuition that the claimant paid or incurred during the

taxable year for an individual to participate in an education program of a qualified
postsecondary institution, if the individual was enrolled in a degree—granting
program.

2. Seventy five percent of the tuition that the claimant paid or incurred during

the taxable year for an individual to participate in an education program of a
qualified postsecondary institution, if the individual was enrolled in a
degree—granting program and if the individual’s taxable income in the year prior to
commencing participation in the education program in connection with which a
credit is claimed is not more than 185% of the poverty line.

(c) A claimant may not claim the credit under par. (b) for any tuition amounts

that the claimant excluded under s. 71.05 (6) (b) 28. or under section 127 of the
Internal Revenue Code.

(d) The carry—over provisions of s. 71.28 (4) (e) and (f), as they apply to the credit
under s. 71.28 (4), apply to the credit under this subsection.



(e) Partnerships, limited liability companies, and tax—option corporations may

not claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of tujtion under par. (b). A partnership, limited
liability company, or tax—option corporation shall compute the amount of credit that
each of its partners, members, or shareholders may claim and shall provide that
information to each of them. Partners, members of limited liability companies, and
shareholders of tax—option corporations may claim the credit in proportion to their
ownership interest.

(f) 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.

SECTION 3. 71.10 (4) (cd) of the statutes is created to read:
71.10 (4) (cd) The education credit under s. 71.07 (5r).

SECTION 4. 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),

(2dj), (2dL), (2ds), (2dx) and, (3s), and (5r) and passed through to partners shall be
added to the partnership’s income.

SECTION 5. 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 recapture under s. 71.28 (1di) plus the amount of credit
computed under s. 71.28 (1) and (3) to (5) plus the amount of the credit computed
under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1ds) and, (1dx), and (5r) and not passed
through 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—option 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 computed 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).

SECTION 6. 71.28 (5r) of the statutes is created to read:

71.28 (Sr) EDUCATION CREDIT. (a) In this subsection:

L. “Claimant” means a corporation that files a claim under this subsection.

2. “Degree—granting program” means an education program for which an

associate, a bachelor’s, or a graduate degree is awarded upon successful completion.
3. “Poverty line” has the meaning given under s. 49.001 (5).

4. “Qualified postsecondary institution” means all of the following:



a. A University of Wisconsin System institution, a technical college system
institution, or a regionally accredited 4—year nonprofit college or university having
its regional headquarters and principal place of business in this state.

b. A school approved under s. 45.54, if the school has a physical presence, and

the delivery of education occurs, in this state.

(b) Subject to the limitations provided in this subsection, a claimant may claim

as a credit against the tax imposed under s. 71.02 an amount equal to the following:
L. Fifty percent of the tuition that the claimant paid or incurred during the

taxable year for an individual to participate in an education program of a qualified
postsecondary institution, if the individual was enrolled in a degree—granting
program.

2. Seventy five percent of the tuition that the claimant paid or incurred during

the taxable year for an individual to participate in an education program of a
qualified postsecondary institution, if the individual was enrolled in a
degree—granting program and if the individual’s taxable income in the year prior to
commencing participation in the education program in connection with which a
credit is claimed is not more than 185% of the poverty line.

(¢) A claimant may not claim the credit under par. (b) for any tuition amounts

that the claimant excluded under s. 71.05 (6) (b) 28. or under section 127 of the
Internal Revenue Code.

(d) The carry—over provisions of s. 71.28 (4) (e) and (f), as they apply to the credit
under s. 71.28 (4), apply to the credit under this subsection.

(e) Partnerships, limited liability companies, and tax—option corporations may

not claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of tuition under par. (b). A partnership, limited
liability company, or tax—option corporation shall compute the amount of credit that
each of its partners, members, or shareholders may claim and shall provide that
information to each of them. Partners, members

prior to commencing participation in the education program in connection with
which the claimant claims a credit under par. (b).

(f) Subsection (4) (g) and (h), as it applies to the credit under sub. (4), applies

to the credit under this subsection.

SECTION 7. 71.30 (3) (dm) of the statutes is created to read:
71.30 (3) (dm) The education credit under s. 71.28 (51).

SECTION 8. 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), (1de), (1di), (1dj), (1dL), (1ds), (1dx) and, (3), and
(5r) and passed through to shareholders.

SECTION 9. 71.45 (2) (a) 10. of the statutes is amended to read:
71.45 (2) (a) 10. By adding to federal taxable income the amount of credit



computed under s. 71.47 (1dd) to (1dx) and (5r) and not passed through 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—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 10. 71.47 (57) of the statutes is created to read:

71.47 (5r) EDUCATION CREDIT. () In this subsection: ¢

1. “Claimant” means a corporation that files a claim under this subsection.

2. “Degree—granting program” means an educational program for which an
associate, a bachelor’s, or a graduate degree is awarded upon successful completion.
3. “Poverty line” has the meaning given under s. 49.001 (5).

4. “Qualified postsecondary institution” means all of the following:

a. A University of Wisconsin System institution, a technical college system
institution, or a regionally accredited 4—year nonprofit college or university having
its regional headquarters and principal place of business in this state.

b. A school approved under s. 45.54, if the school has a physical presence, and

the delivery of education occurs, in this state.

(b) Subject to the limitations provided in this subsection, a claimant may claim

as a credit against the tax imposed under s. 71.43 an amount equal to the following:
L. Fifty percent of the tuition that the claimant paid or incurred during the

taxable year for an individual to participate in an education program of a qualified
postsecondary institution, if the individual was enrolled in a degree—granting
program.

2. Seventy five percent of the tuition that the claimant paid or incurred during

the taxable year for an individual to participate in an education program of a
qualified postsecondary institution, if the individual was enrolled in a
degree—granting program and if the individual’s taxable income in the year prior to
commencing participation in the education program in connection with which a
credit is claimed is not more than 185% of the poverty line.

(c) A claimant may not claim the credit under par. (b) for any tuition amounts

that the claimant excluded under section 127 of the Internal Revenue Code.

(d) The carry—over provisions of s. 71.28 (4) (e) and (f), as they apply to the credit
under s. 71.28 (4), apply to the credit under this subsection.

(e) Partnerships, limited liability companies, and tax—option corporations may

not claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of tuition under par. (b). A partnership, limited
liability company, or tax—option corporation shall compute the amount of credit that
each of its partners, members, or shareholders may claim and shall provide that
information to each of them. Partners, members of limited liability companies, and
shareholders of tax—option corporations may claim the credit in proportion to their
ownership interest.

(f) 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.

SECTION 11. 71.49 (1) (dm) of the statutes is created to read:
71.49 (1) (dm) The education credit under s. 71.47 (51).

SECTION 12. 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 calculated under section 703 of the Internal Revenue Code; plus the items
income and gain under section 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), (2dr), (2ds), (2dx) and, (3s), and (5r); and plus or minus, as
appropriate, transitional adjustments, depreciation differences, and basis

differences under s. 71.05 (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 employe as defined in section 3121
(d) (3) of the Internal Revenue Code.

Section 13. [Annual reporting]

Require the Department of Revenue annually to report to the legislature concerning each
educational institution that has received tuition payments under the provisions of this act and, for
each institution, the total amount of tuition claimed to calculate the credit.

SECTION 14. Initial applicability.
(1) EpucATioN creDIT. This act first applies to taxable years beginning after December 31, 2005.

(END)
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April 16, 2001 - Introducedh\by Represertatives JENSEN, RHOADES, PLALE, WADE,
MUsSER, GUNDRUM, URBAN, LADWIG, D. MEYER, DUFF, KESTELL, STARZYK,
AINSWORTH, LOEFFELHOLZ, KRAWEZYK, TOWNSEND, OWENS, FREESE, MCCORMICK,
GUNDERSON, HUNDERTMARK, BETTIS, RILEY, HAHN, HUEBSCH, ALBERS, MILLER,
BERCEAU, OTT, VRAKAS, LEIBAAM, WARR, SYKORA, OLSEN, ZIEGELBAUER, SUDER,
MONTGOMERY, STONE, KREfBICH, WASSE . PLOUFF, PETROWSKI, JESKEWITZ,
SERATTI, F. LASEE, JOHKSRUD, WALKER, ERT, SCHOOFF, WIECKERT and
UNDERHEIM, cosponsgred by Senators M. MEYER,_DARLING, MOORE, SCHULTZ,
PLACHE, HUELSMAN, ROESSLER, HARSDORF, WELCH, KE, WIRCH and GEORGE,
by request of MWisconsin Association of Indepeident Colleges and

Universities; Udiversity of Wisconsin System; and Wistonsin Technical
College Systep. Referred to Committee on Colleges and Universities.

cok
AN ACT to amend 71.05 (6) (a) 1/5.,/71.21 (4), 71.26 (2) (2), 71.34 (1) (g), 71.45 (2)

(a) 10. and 77.92 (4); and to create 71.07 (5r), 71.10 (4) (cd), 71.28 (5r), 71.30

(3) (dm), 71.47 (5r) and 71.49 (1) (dm) of the statutes: relating to: an education

tax credit for businesses.

Analysis by the Legislative Reference Bureau

This bill creates an income tax and franchise tax credit for businesses that pay
tuition for an individual to attend a university, college, or technical college. Sole
proprietorships, corporations, and insurers may claim the credit. 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. The credit is an amount equal to: 1) Fifty percent of the tuition paid by
a business for an individual to attend school in a taxable year, if the individual is
enrolled in a degree—granting program; and 2) Seventy five percent of the tuition
paid by a business for an individual to attend school in a taxable year, if the
individual is enrolled in a degree-granting program and if the individual's taxable
income is not more than 185% of the federal poverty line. If the credit claimed by a
business exceeds the business’s 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: '

(24 ‘”‘3’5' A (5“9 R

SECTION 1. 71,05 (6) (a) 15. of the Statutes is amended to read:

. The amount of the credits computed under s. 71.07 (2dd), (2de),

(2di), (2dj), (2dL), [2dr), (2ds), (2dx) and“{?:s), and (5r) and not passed through by a

artnership, limited liability companysor tax-option corporation that has added that
P P ty P B P

plain
amount to the partnership’s, company’ss or tax-option corporation’s income under s.
. ‘ .
71.21 (4) or 71.34 (1) (g). piam

SECTION 2. 71.07 (5r) of the statutes is created to read:
71.07 (5r) EDUCATION CREDIT. (a) In this subsection:
1. “Claimant” means a sole proprietor, a partner, a member of a limited liability

company, or a shareholder of a tax—option corporation who files a claim under this

. subsection.

2. "Degree-granting program” means an educational program for which an

associate, a bachelor’s, or a graduate degree is awarded upon successful completion.

jg “Poverty line” has the meaning given under s. 49.001 (5).

@ “Qualified postsecondary institution” means all of the following:

1
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a. A University of Wisconsin System institution, a technical college system
institution, or a regionally accredited 4-year nonprofit college or university having
its regional headquarters and principal place of business in this state.

b. A school approved under s. 45.54, if the school has a physical presence, and
the delivery of education occurs, in this state.

(b) Subject to the limitations provided in this subsection, a claimant may claim
as a credit against the tax imposed under s. 71.02 an amount equal to the following:

1. Fifty percent of the tuition that the claimant paid or incurred during the
taxable year for an individual to participate in an education program of a qualified
postsecondary institution, if the individual was enrolled in a degree-granting
program.

2. Seventy five percent of the tuition that the claimant paid or incurred during
the taxable year for an individual to participate in an education program of a
qualified postsecondary institution, if the individual was enrolled in a
degree—granting program and if the individual’s taxable income in the year prior to
commencing participation in the education program in connection with which a
credit is claimed is not more than 185% of the poverty line.

(©) A claimant may not claim the credit under par. (b) for any tuition amounts

that the claimant excluded under s. 71.05 (6) (b) 28..or under section 127 of the

Internal Revenue Code.

that tHe claimant’paid or ingufred for a farfiily member of the claipaént or f, l/a family

3

pember of 4 managing£mployee urless all of tie following/apply:

mployee/o the claimagt, or the-elafmant'sbusifiess, during the,cn/e—}{g rperi/o(
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priorturommercing-participation in the education program in connecti

7 (d) The carry-over provisions of s. 71.28 (4) (e) and (f), as they apply to the credit

8 under s. 71.28 (4), apply to the credit under this subsection.

9 (e) Partnerships, limited liability companies, and tax-option corporations may
10 not claim the credit under this subsection, but the eligibility for, and the amount of,
11 the credit are based on their payment of tuition under par. (b). A partnership, limited
12 liability company, or tax—option corporation shall compute the amount of credit that
13 each of its partners, members, or shareholders may claim and shall provide that
14 information to each of them. Partners, members of limited liability companies, and
15 shareholders of tax—option corporations may claim the credit in proportion to their
16 - ownership interest.

17 () 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.

SECTION 3. 71.10 (4) (cd) of the statutes is created to read:

D)
20 71.10 (4) (cd) The education credit under s. 71.07 (5r). ~ (’503 )

)
SECTION 4. 71.21 (4) of the statutes is amended to read:
71.21 (4) Credits computed by a partnership unde .07 (2dd), (2de), (2di),
23 (2dj), (2dL),)(2ds), (2dx) aﬂde&s‘i— and (5r) and passed through to partners shall be

24 added to the partnership’s income.

22

SECTION 5. 71.26 (2) (a) of the statutes is amended to read:

;-
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1 71.26 (2) (@) Corporations in general./ The “net income” of a corporatigh means
2 the gross income as computed under th¢ internal revenue code as modified under
3 sub. (3) minus the amount of recapture {inder s. 71.28 (1di) plus the afmount of credi
Y Z’/ 45 and (39)
4 computed under s. 71.28 (1) Q) ko (5 plus amount of the creditcomputed
’ ({dwm
5 under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL),|(1ds) @j‘(/ldx and (5r) and not passed
lain —A
6 through by a partnership, limited liability cbngpan 70T tax—option corporation that
Plain
7 has added that amount to the partnership’s, limited liability company’séo/r1 pla; 4
8 tax—option corporation’s income under s. 71.21 (4) or 71.34 (1) (g) plus the amount
9 of losses from the sale or other disposition of assets the gain from which would be
10 wholly exempt income, as defined in sub. (3) (L), if the assets were sold or otherwise
11 disposed of at a gain and minus deductions, as computed under the {internal revenue
12 code as modified under sub. (3), plus or minus, as appropriate, an amount equal to
13 the difference between the federal basis and Wisconsin basis of any asset sold,
14 exchanged, abandonedé'gotherwise disposed of in a taxable transaction during the
elain

15 taxable year, except as provided in par. (b) and s. 71.45 (2) and (5).

16 SECTION 6. 71.28 (5r) of the statutes is created to read:

17 71.28 (5r) EDUCATION CREDIT. (a) In this subsection:

18 1. “Claimant” means a corporation that files a claim under this subsection.
19 2. “Degree-granting program” means an education program for which an
20 associate, a bachelor’s, or a graduate degree is awarded upon successful completion.

2
ing giveni in s. 157,06% (7).
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@ ﬁ “Poverty line” has the meaning given under s. 49.001 (5).
2



[\V)

© o0 N o

10
11
12

. ASSEMBLY BILL 320

2001 — 2002 Legislature @ LRB-0103/3
: JK:cjs:pg
SECTION 6

¢

#’. “Qualified postsecondary institution” means all of the following:

a. A University of Wisconsin System institution, a technical college system
institution, or a regionally accredited 4-year nonprofit college or university having
its regional headquarters and principal place of business in this state.

b. A school approved under s. 45.54, if the school has a physical presence, and
the delivery of education occurs, in this state.

(b) Subject to the limitations provided in this subsection, a claimant may claim
as a credit against the tax imposed under s. 71.23 an amount equal to the following:

1. Fifty percent of the tuition that the claimant paid or incurred during the
taxable year for an individual to participate in an education program of a qualified
postsecondary institution, if the individual was enrolled in a degree-granting -
program.

2. Seventy five percent of the tuition that the claimant paid or incurred during
the taxable year for an individual to participate in an education program of a
qualified postsecondary institution, if the individual was enrolled in a
degree—granting progfam and if the individual’s taxable income in the year prior to
commencing participation in the education program in connection with which a
credit is claimed is not more than 185% of the poverty line.

(¢) A claimant may not claim the credit under par. (b) for any tuition amounts

that the claimant has excluded under section 127 of the Internal Revenue Code.
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7 (d) The carry-over provisions of sub. (4) () and (f), as they apply to the credit

8 under sub. (4), apply to the credit under this subsection.

9 (e) Partnerships, limited liability companies, and tax—option corporations may
10 not claim the credit under this subsection, but the eligibility for, and the amount of,
11 the credit are based on their payment of tuition under par. (b). A partnership, limited
12 liability company, or tax—option corporation shall compute the amount of credit that
13 each of its partners, members, or shareholders may claim and shall provide that
14 information to each of them. Partners, members of limited liability companies, and
15 shareholders of tax—option corporations may claim the credit in proportion to their
16 ownership interest.

17 (f) Subsection (4) (g) and (h), as it applies to the credit under sub. (4), applies
\/1§4_ to the credit under this subsection.

19 SECTION 7. 71.30 (3) (dm) of the statutes is created to read:

20 71.30 (3) (dm) The education credit under s. 71.28 (51).

21 SECTION 8. 71.34 (1) (g) of the statutes is amended to reagd’

22 71.34 (1) () An addition shall be made for credits co puted by a tax—option

23 corporation under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL),/(1ds), (1dx) , (3)._and
24 (5r) and passed through to shareholders. ptm'n

25 'SECTION 9. 71.45 (2) (a) 10. of the statutes is amended to read:
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1 71.45 (2) (a) 10. By adding to federal taxable income the amount of credit

2 computed under s. 71.47 (1dd) to (1dx) and (5r) and not passed through by a-

3 partnership, limited liability company, or tax—option corporation that has added that
4 amount to the partnership’s, limited liability company'’s, or tax—option corporation’s
5 income under s. 71.21 (4) or 71.34 (1) (g) and the amount of credit computed under

6 s. 71.47 (1), (3), (4). and (5).

7 SECTION 10. 71.47 (5r) of the statutes is created to read:

8 71.47 (5r) EDUCATION CREDIT. (@ In this subsection:

9 1. “Claimant” means a corporation that files a claim under this subsection.
10 2. “Degree-granting program” means an educational program for which an
11 associate, a bachelor’s, or a graduate degree is awarded upon successful completion.

y exerdises
or managerial control over,/or who directly Z(indirectly con& /c;s.,/tﬁ’e‘"%
ation of the clainiant’s business
6 /Zy “Poverty line” has the meaning given under s. 49.001 (5).

? ﬁy “Qualified postsecondary institution” means all of the following:

8 a. A University of Wisconsin System institution, a technical college system
19 institution, or a regionally accredited 4-year nonprofit college or university having
20 its regional headquarters and principal place of business in this state.

21 b. A school approved under s. 45.54, if the school has a physical presence, and
22 the delivery of education occurs, in this state.

23 (b) Subject to the limitations provided in this subsection, a claimant may claim
24 as a credit against the tax imposed under s. 71.43 an amount equal to the following:
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1 1. Fifty percent of the tuition that the claimant paid or incurred during the
2 taxable year for an individual to participate in an education program of a qualified
3 postsecondary institution, if the individual was enrolled in a degree-granting
4 program.
5 2. Seventy five percent of the tuition that the claimant paid or incurred during
6 the taxable year for an individual to participate in an education program of a
7 qualified postsecondary institution, if the individual was enrolled in a
8 degree-granting program and if the individual's taxable income in the year prior to
9 commencing participation in the education program in connection with which a
10 credit is claimed is not more than 185% of the poverty line.
11 (c) A claimant may not claim the credit under par. (b) for any tuition amounts
12 that the claimant excluded under section 127 of the Internal Revenue Code.

ai—th‘é‘c?é'di't';?rﬁae_@ar b for /any tuition amounts

rred for g famlly member ﬁf a managing em/pflo{ee

¥
P e /

o
/ // //

member 7/employed an ave}age of at least 20 hot

ours/a week as
an employe /of the" clalmar:} or the claimant’s /busmess durlng the one-year perio

/L Thef

/

/pl‘lOI‘ t()/aémmen01ng 1/);'\{'t1c1patlon in the/educatlon prog é{n in connectlon wit

/

19 whlcl}/the clalmant olaims a credlt unger par. (b) /_/
/ / : /

0 / / 2. The fardily member is

Z/substanhally elated to the claimant’s busmess /
2 ( ﬁ- ] . 7

24 (d) The carry-over provisions of s. 71.28 (4) (¢) and (f), as they apply to the credit

25 under s. 71.28 (4), apply to the credit under this subsection.
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1 (e) Partnerships, limited liability companies, and tax—option corporations may
2 not claim the credit under this subsection, but the eligibility for, and the amount of,
3 the credit are based on their payment of tuition under par. (b). A partnership, limited

liability company, or tax—option corporation shall compute the amount of credit that

5 each of its partners, members, or shareholders may claim and shall provide that
6 information to each of them. Partners, members of limited liability companies, and
7 shareholders of tax-option corporations may claim the credit in proportion to their
8 ownership interest.
9 (f) Section 71.28 (4) (g) and (h), as it applies to the credit under s. “71.28 (4),
10 applies to the crédit under this subsection.
11 SEcTION 11. 71.49 (1) (dm) of the statutes is created to read:
12 71.49 (1) (dm) The education credit under s. 71.47 (5r).
13 SECTION 12. 77.92 (4) of the statutes is amended to read:
14 77.92 (4) “Net business income”, with respect to a partnership, means taxable
15 income as calculated under section 703 of the Internal Revenue Code; plus the items
16 of income and gain under section 702 of the Internal Revenue Code, including taxable
17 state and municipal bond interest and excluding nontaxable interest income or
18 (§ dividend income from federal government obligations; minus the items of loss and 2
19 g deduction under section 702 of the Internal Revenue Code, except items that gre
20 deductible under s. 71.21; plus guaranteed payments to partners-urider section 707

21 (c) of the InternalRevenue Code; plus thecfedits claimed under s. 71.07 (2dd), (2de),

22 (2di), (2dj), (2dL), |(2dr), (2ds), (2dx) a-ndEL(zs), and (5r); and plus or minus, as ?\o;\’\

23 appropriate, transitional adjustments, depreciation differencem
- 38%N

v
24 differenq:e;s \gnder s. 71.05 (13), (15), (16), (17)Sand (19); but excluding income, gain,
[ X8

25 losémd deductions from farming. “Net business income”, with respect to a natural
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o
person, estate@ trust, means profit from a trade or business for federal income tax

pufposes and includes net income derived as an employﬂ as defined in section 3121
(d) (3) of the Internal Revenue Code.

SecTION 13. Initial applicability.

(1) EpbucatioN crepIT. This act first applies to taxable years beginning on

January 1 $ e-yeay.in which-thjs-sybsection-tal jes-e fect exeept- tha

e
rsj%gm{?}
t seffecty

/‘

DSEL
on Janyaty 1\of the yeay following the yédas in wiichlthis\s{ibsect

(END)
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DRAFTER’S NOTE LRB-3253/1dn
FROM THE JK:cjs;jf
LEGISLATIVE REFERENCE BUREAU

September 22, 2003

Senator Darling:

Please review this draft carefully to ensure that it is consistent with your intent. This
bill is similar to 2001 Assembly Bill 320, except that it removes the provisions that
relate to “family members of managing employees” and adds a reporting provision for
the Department of Revenue, or requested in the instructions.

Joseph T. Kreye

Legislative Attorney

Phone: (608) 266-2263

E—mail: joseph.kreye@legis.state.wi.us



LA
State of Wisconsin

LEGISLATIVE REFERENCE BUREAU

1 EAST MAIN, SUITE 200

P. O. BOX 2037
e, R MADISON, WI 53701-2057 g
FAX: (608) 264-6948
October 27, 2003
MEMORANDUM
To: Senator Darling
From: Joseph T. Kreye, Legislative Attorney, (608) 266-2263

Subject: Technical Memorandum to SB-268 (LRB 03-3253/1)

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.



MEMORANDUM

October 14, 2003

TO: Joseph Kreye
Legislative Reference Bureau

FROM: Denn.is Collier
Department of Revenue

SUBJECT:  Technical Memorandum on SB 268: Education Tax Credit for Businesses

Sections 71.07(5r)(c), 71.28(5r)(c), and 71.47(5r)(c) provide that a claimant may not claim the credit
for any tuition amounts that the claimant excluded under section 127 of the Internal Revenue Code.
However, section 127 does not allow an exclusion for the claimant. Rather, it allows an exclusion
from gross income of the employee for amounts paid by the employer for educational assistance.
This provision could be interpreted as requiring the employee to report the tuition payment . as
income in order for the employer to claim the credit.

The bill requires the department to report annually to the legislature the fiscal year amounts of tuition
paid that is subject to credit by institution receiving the tuition payments. The department has a
number of concerns with this provision. : ‘

¢ The reporting requirements refer to the amount “paid” by the claimant, but the credit refers to the
amount "paid or incurred,” which is the typical language for credits. Therefore, the reporting '
requirements should be based on the amount “paid or incurred” during the taxable year.

e The bill does not require the claimants to submit the names of the institutions and the dates of
the payments to the department. That type of information generally would be available only upon
audit.

* Itis unclear if "fiscal year" means the taxpayer's fiscal year or the state fiscal year. ’

» The provision is problematic if it is intended to refer to the state fiscal year. Taxpayers do not
file returns based on the state fiscal year.

» The provision is problematic if it is intended to mean tax year. The tax year of corporations
do not have to coincide with the calendar year, so that a tax year for all taxpayers can span
nearly two calendar years.

» Most taxpayers are calendar year filers. Calendar year filers are first required to file in March
or April, depending upon the type of entity, but may automatically extend their return date
until August or September. Therefore, even for calendar year filers, the department would
not receive information in a timely manner to comply with the reporting requirement.

¢ Regardless of the definition of fiscal year, if taxpayers were required to submit the necessary
information, the department could only supply it to the legislature based on when returns are
filed.
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The draft provides for a credit equal to 75% of eligible tuition expenses if the individual's taxable income
is not more than 185% of the poverty line. This would force employers to require personal information
from employees or other individuals about their income and their spouse’s income that could create
legal and administrative problems for employers to comply with the law.

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

Chapter 20 Amount
one-time s. 20.566 (1) (a) $48,100
annual s. 20.566 (1) (a) $51,100

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



