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AN ACT ¥o amend 71.05 ) (=) 15., 71.08 (1 (intro.), 71.10 (4) (), 71.21 (4), 71.26

(2) (a), 71.30 (8) (D), 7 1.34 (1) (g), 71.45 (2) (a) 10., 71.49 (1) (H) and 77.92 (4); and
to create 71.07 (3n), 71.28 (3n) and 71.47 (8n) of the statutes; relating to: an

income and franchise tax credit for expenses related to operating a dairy farm.

() Iteons ruew A~ be Koppreaphia. o Feln o 05 tcodlor
e B e Tt latioe Rk a2 Bt
VsdaAadd Analysis by the Legislative Reference Bureau 0T olics, bl
This bill creates an income tax and franchise tax credit for taxpayers who pay
certain expenses related to operating a dairy farm. The credit is equal to 10% of the
amount the taxpayer paid in the taxable year for dairy farm modernization or
expansion.  “Dairy farm modernization or expansion” means, generally,
constructing, improving, or acquiring buildings or facilities, or acquiring equipment,
for dairy animal housing, confinement, animal feeding, milk production, and waste
management. The credit applies to taxable years that begin after December 381,
2001, and end before January 1, 2008. The maximum amount of the credit that a
taxpayer may claim in any taxable year is $50,000. If the amount of the credit
claimed by the taxpayer exceeds the taxpayer’s tax liability, the taxpayer will not -
receive a refund but, instead, may carry forward the amount of the unused credit to -
subsequent taxable years.
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For further information see the state fiscal estlmate, whlch will be printed as
an appendix to this bill. .

The people of the state of W'sconsm, represented in senale and assembly, do
enact as follows.

SECTION 1. 71.05 (6) (a) 15. of the statutes, as affected by 2001 Wisconsin Act
16 is amended to read

71.05 (6) (a) 15. The amount of the credits computed under s. 71.07 (2dd), (2de),
(2di), (2dj), (2dL) (2dm), (2dr), (2ds), (2dx) (Sg) (_L). and (38s) and not passed
through by a partnership, limited liability company, or tax—option corporation that
has added that amount toithe. partnefship’s, company’s, or tax—option corporation’s
income under s. 71.21 (4) or 71.34 (1)‘(g'). |

SECTION 2. 71.07 (3) of the statutes is created to read:

71.07 (3n) DAIRY FARM INVESTMENT CREDIT. (e) In this subsection:

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

2. “Dairy farm modernization or expansion” means constructing, improving, or
at:quiring buildings or facilities;‘ or acquiring equipinent for dairy animal housing,
conﬁnement animal f'eedmg, milk. productlon and waste management, including
the followmg, if related to dairy animals:

a. Free-stall barns.

'b. Fences. |

c. Watering facilities.

d. Feed storage and handling equipment.

e. Milking parlors.

. Robotlc mllkers

g. Scales.
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h. Milk storage and cdoling facilities.

i. Bulk tanks,

- Manure pumping and storage facilities.

k. Digesters.

L. eqiipment used to produce enérgy.-

(b) S_ﬁbject to the limitations provided in this subsection, for taxable years that
bégin after December 31, 2001, and end before Januai'y 1, 2008, a claimant may
claim as a credit against the tax imposed under s. 71.02 an ainount equal to 10% of
the amount the claimant paid in the taxable year for dairy farm modernization or
expansion related to the operafion of the claimé.nt’s dairy farm.

(¢) No credit may be allowed under this subsection for any amount that the
claimant paid for expenses described under par. (b) that the.claimant also claimed
as a deduction under section 162 of the Internal Revenue Code.

(d) The maximum amount of the credit that a claimant may claim under this

- subsection in any taxable year is $50,000.

“(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 expenses under par. (b). A partnership,

limited liability company, or tax—option corpora_tionv shall compute the amount of
credit th.at each of its partneré, members, or shareholders may claim and shall
proﬁde that information to each of them. Parthers, members of limited liability
companies, and shareholders of tax-option corporatidns méy claim the credit in
proportion to their ownership interest.

(f) Section 71.28 (4) (e), (), (g), and (h), as it applies to the credit under s. 71.28

(4), applies to the credit under this subsection.
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SECTION 3. 71.08 (1) (intro.) of the statutes is amended to read:

| 71.08 (1) ImposITION. (intro.) If thé tax imposed on a natural person, married
couple filing jointly, trust, or estate under s. 7 1.02, not considering the credits under
ss. 71.07 (1), (2dd), (2de), (2di), (2dj), (2dL), (2dr), (2ds), (2dx), (2fd), (3m), (3n), (3s),
(6), and (9e), 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1ds), (1dx), (1fd), (2m) erd, (3), and
(8n), and 71.47 (1dd), (1de), (1di), (llvdj), (1dL), (1ds), (1dx), (1fd), (2m) and, (3), and
(8n), and subchs. VIII and IX and payménts to othe.f states under s. 71.07 (7), is less
than-the-tax under this sect—ion;--thefe--i»s—»imposed on that natural person, ma;rried
couple filing jointly, trust, or estate, insfead of the tax under s. 7 1.02, an alternative
minimum tax computed as follows: |

_ SECTION 4. 71.10 (4) (i) of the statutes is amended to read:

71.10 (4) () The total of claim of right credit under s. 71.07 (1), farmland
preservation credit under siibch. IX, homestead credit under subch. VIII, farmland
tax hreli.ef Acredit‘ under s. 71.07 (3m), farmers’ drought property tax credit under s.
71.07‘ (2fd), dairy farm inyésr tment credit under s. 71.07 (8n), earned income tax
credit under s. ;71.07 (9e), estimated vtax payments under s. 71.09, é.nd taxes withheld

under subch. X.

SECTION 5. 71.21 (4) of the statutes, as affected by 2001 Wisconsin Act 16, is
amended to read: |
71.21 (4) Credits computed by a partnership under s. 71.07 (2dd), (2de), (2di),

(2dj), (2dLy), (2dm), (2ds), (2dx), (3g), (8n), and (3s) and passed through to partners

shall be added to the partnership"s income,

SECTION 6. 71.26 (2) (a) of the statutes, as affected by 2001 Wisconsin Act 16,

is amended to read:
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71.26 (2) (a) Cofporations in general. The “net income” of a corporation means
the gross income as computed under the Internal Revehue Code as modified under
sub. (3) minus the amount of recapture under s. 71.28 (1di) plus the amount of credit
computed u'n}der s. 71.28 (1), (3), (4), gmd (5), plus; the amount of the credit computed
under s. 71.28 (1dd), (1de), (1di), (14}, (1dL), (1dm), (1ds), and (1dx), (3g) 1dx), and
(3n) 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—optidn corporation’s income under s. 71.21 (4) or'7 1.34 (1)
(g) plus the amount of lossés from the sale or other disposition Qf assets the gain from
which would be wholly exempt income, as defined in sub. (8) (L), if the assets were
sold or otherwise disposed of at a gain and minus deductioné, as computed under the
Internal Revenue Code as modified under sub. (3), plus or minus, as appropriate, an
amount equal to the difference betweeﬁ the federal basis_a‘nd Wisconsin basis of any
asset sold, exchanged, abaﬁdoned, or oth_ei'wise disposed of in a taxable transaction
during the taxable year, except as provided in par. (b) and s. 71.45 (2) and (5).

SECTION 7. 7 1.28._(3n) of the statutes is created to read:

71.28 (3n) DAIRY FARM INVESTMENT CREDIT. (a) In this subsection:

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

2. “Dairy farm modernization or expansion” means constructing, improving, or
acquiring buildings or facilities, or acquiring equipment, for dairy animal housing,
confinement, animal feeding; milk production, and waste management, including
the following, if related to dairy animals:

" a. Freestall barns.
~b. Fences.

c. Watering facilities.
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d. Feed storage and handling equipment. -
e. Milking parlors. |
f. Rebot_ic milkers.

g. Scales.

h. Milk storage and cooling facilities.
i. Bulk tanks.

j. Manure pumping and storage facilities.

L. Equipment used to produce energy.

(b)r. Subject to the lil;litationépmvided-,inthis subsection, for taxable years that -
begin after December 31, 2001, and end before January 1, 2008', a claimant may
claim as arcredit against the tax imposed under s. 71.23 an amount equal to 10% of
the amount the claiment palflim >the t}axable year fer dairy farm modernization or
expansion, |

~(¢) No credit may be allowed under this subsection for any amount that the

claimant paid for expenses described under par. (b) that the claimant also claimed

asa deduction under section 162 of the Internal Revenue Code.
(d) The maximum amount of the credit that a claimant may claim under this
sﬁbsection in any taxable year is $50,000.

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

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

) fhe,fg;e_dmi_g;a;ge;gqsed:gg,,theiprpgxme_nt,gf expenses 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
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companies, and shareholders of tax—option corporations may claim the credit in

~ proportion to their ownership interest.

® Subsectlon (4) (e), (f) (g), and (h) asit apphes to the credit under sub. (4),

N apphes to the credit under th1s subsectlon

SECTION 8. 71.30 (3) (f) of the statutes is amended to read:
71.80 (8) () The total of farmers’ drought property tax credit under s. 71.28

(lfd) farmland preservation credit under subch. IX, farmland tax relief credit under

S. 71 28 (2m), da;ry farm 1nvestme t credit gnd rs. 7128 13 ), and estimated tax

payments under s.71.29.°

SECTION 9. 71. 34 (1) (g) of the statutes as affected by 2001 Wisconsin Act 16,

s amended to read:

71.34 1) (g) An addition shall be made for credits computed by a tax—option
corporation under s..7 1.28 (1dd), (1de), (1di), (1dj), (ldL), (1dm), (1ds), (1dx), (3), and
(3g),_.and (8n) and passed through 'to shareholders.

SEcCTION 10. 71.45 (2) ta) 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 (3n) and not passed through by a

‘partnership, limited liability company, or tax—option corporation that has added that

amount to the partnership’s, 1imited liability company’s, or tax—option corporation’s
income under s. 71.21 (4) or 71_.34 (1) (g) and the 'am.ount of credit computed under
5. 7147 (D), ®), @and 6). - | |

SECTION 11. 71.47 (3n) of the statutes is created to read: |

71.47 (3n) DAIRY FARM INVESTMENT CREDIT. (a) In this subsection:

1. “Claimant” means a person who files a claim under this subsection.
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2. “Dairy farm modernization or expansion” means constructing, improving, or

| acquiring buildings or facilities, or acquiring equipment for dairy animal housing,

' conﬁnement animal feeding, mllk productlon and waste management, including

the followmg, if related to dairy anlmals

a—Eree=sta11barns S —
, b Fences |

c. Watering facilities.

“d. Feed storage and handling eQuipment.A

.e'. Milking parlors.

f. Robotie milkers.

g. Scales. |

h. Milk storage _and_ cooling facilities.

i. Bulk tanks. |

j. Manure pumping and storage faeilities.

k. Dlgesters o

L. Equipment used to produce energy.

(b) Subject to the 11m1tat10ns provided in this subsection, for taxable years that

A beg1n after December 31, 2001 ‘and end before January 1, 2008, a claimant may

-c1a1m asa credlt against the tax imposed under s. 71.43 an amount equal to 10% of

| the amount the claimant paid in the taxable year for dairy farm modernization or

 expansion. I

(c) No credit may be allowed under this subsection for any amount that the

claimant paid for expenses described under par. (b) that the claimant also claimed °

asa Vd‘edu_ction under section 162 of the Internal Revenue Code.
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(d) The maximum amount of the credit that a claimant may claim under this
subsection in any taxable year is $_50,000.

(e) Partnerships, limited liability companies, and tax—option corporations may
not claim the credit under this subsection, but the ehg1b111ty for, and the amount of,

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

3 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

"compahies, and shareholders of tax—option corporations may claim the credit in
proportlon to their ownershlp interest.

® Sectlon 7 1.28 (4) (e), (), (g), and (h), as it apphes to the credit under s. 71.28
(4), applies to the credit under this subsection.

SEcTION 12, 71.49 (1) (f) of the statutes is amended to read:

71.49 (1) (f) The total of farmers’ drought prbperty tax credit under s. 71.47

(1fd), farmland preservation credit under subch. IX, farmland tax relief credit under

8. 71.47 (2m),_dgmnms_tm_c_e_d_t_xule_§_u.28_(_3_), and estimated tax

payments under s. 71.48.

SEC'_I‘ION 13. .7 7.92 (4) of the statutes, as aﬁ'ected,by 2001 Wisconsin Act 16, is
amended to read: VA |

77'.92 (4) “Net business income”, wit'h respect to a partnéréhip, means toxable
income as calculated under section 703 of the Iﬁterhal Revenue Code; plus the items

of 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
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deductible under s. 71.21; plus guaranteed payments to partners under section 707
(c) of the Intemal Revenue Code; plus the credits claimed under s. 71.07.(2dd), (2de),

»

as appropriate, . trahsitional adjustments, depreciat,ior'l' 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 neﬁ ,ipcpme,deﬁved -as an employee as defined in section 3121

(d) (3) of the Internal Revenue Code.

(END)
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A well designed freestall barn can
provide the proper environment for
a cow to produce up to her genetic
potential. Freestall housing for dairy
cows offers many advantages over
conventional, open housing systems.
Freestall housing requires less bedding
and keeps cows cleaner than conven-
tional systems. Freestall housing also
offers more manure handling options
than bedded pack systems.

Cow comfort is the key to successful
freestall housing. The freestall platform
must be more comfortable for the cow
to rest than other locations in the barn.
The cow must be able (o rise and lie
down without restrictions, so it is
important to follow specific recommen-
dations outlined in the following
sections. The air quality inside the
freestall barn must be good to ensure
healthy and productive cows.

Stall size :
Stall size depends on how stalls are
arranged and type of partition used.
Cows must have sufficient space when
they stand up to be able to lunge to the
side or front, as shown in Figure 1.
Cows will not use stalls, or they can get
injured, if they have difficulty moving
from a resting to a standing position.

Stall partitions, like those shown in
Figures la and 1b, allow the cow to
lunge her head to the side. These stall
partitions must be installed properly for
the cow to have adequate room for her

head. Figure 1c¢ shows space needed for
a cow to lunge her head forward in the
stall. In 8-ft. long stalls, a brisket board
is needed to keep the cow near the back
of the stall. Seven-ft. long stalls should
be arranged head-to-head, as shown in
Figure 1d, without obstructions in front
of the cow. This gives them adequate
space to lunge forward to stand.

A stall width of 45 to 48 inches is
recommended for 1,400-1b. cows. The
48-inch width works best in buildings
with 8-ft. truss spacing because
building posts can be used to support
half of the stall partitions.

Stall slope

The front of the freestall should be 3 to
4 inches higher than the rear curb to
allow for drainage and for the cow to
rest uphill. Cows tend to avoid or back
into stalls that are lower in the front
than in the rear.

A lateral slope of 3 percent or greater
tends to result in most cows lying in
the same direction because cows prefer
to lie with their backbones up slope.”
This position helps prevent teat

injuries, and when cows are lying in the

same direction they can get up without
bumping into each other.

Curb height

The recommended height for curbs is
8 to 12 inches. This helps prevent
manure from being scraped into the
stall and reduces the number of cows

TOWA STATE UNIVERSITY

University Extension

Ames, lowa

that try to rest half in the stall and half
in the alley. Higher curbs can result in
teat injuries when cow enter stalls.

Ridge opening

A ridge opening of 2 inches for every
10 ft. of building width is recom-
mended for a naturally ventilated
freestall barn. For example, a barn that
is 90 ft. wide would require an 18-inch
ridge opening. Positioning the open
ridge over the drive-through feed alley
or a scrape alley greatly reduces
problems from rain or snow that might
enter the ridge opening. Ridge caps can
reduce airflow and sometimes increase

~ the amount of snow that enters the

freestall barn. An upstand, like the one
shown in Figure 2, can reduce the
amount of rair or snow that enters the’

'barn and increase airflow out of the -

ridge opening.

Eave opening

Each eave should have a 1-inch
opening for every 10 ft. of building
width to provide proper ventilation.
For example, a barn that is 90 ft. wide
would require a 9-inch opening on
each eave. Usually the opening between
the truss plate and the roof is adequate.
An overhang can reduce the amounit

of wind blowing in through the eaves;
however, wind still can be a problem in
severe winter weather. Some producers
have successfully used sidewall curtains
to provide an eave opening; however, it
is more difficuit to control blowing
snow and strong winds in this design
than one protected by an overhang.

Pm-1610/ June 1995
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Side lunge freestall

32"
minimum

Curb

Brisket Board
(optional)
5.6"

| 70"

Figure 1a. Side lunge partition. Cow thrusts her head under
the lower rail of the partition into the adjacent freestall space.

44" - 48"

12"

Brisket Board
(optional)
5-6"

I 70" t
I

Figure 1b. Side lunge partition. Cow thrusts her head over the
lower rail of the partition into the adjacent freestall space.

Forward lunge freestall
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Figure 1c. Single loop partition. A longer freestall platform
allows the cow to thrust her head forward.
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Figure 1d. Head-to-head partition. Partitions mounted on
posts and the cow thrusts her head forward using the space
left open between facing freestalis.

Figure 1. Freestalls with lunge space (dimensions are for a 1,400-Ib. cow)

Reproduced with permission from Dairy Freestall Housing and Equipment, MWPS-7, 5th edition, 1995. © MidWest Plan Service, Ames,

lowa 50011-3080.
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6"
min

11/2to 2 times
Ridge Opening

Blocks at
each truss

Figure 2. Suggested upstand for
livestock building

Reproduced with permission from Dairy
Freestall Housing and Equipment,
MWPS-7, 5th edition, 1995. © MidWest
Plan Service, Ames, lowa 50011-3080.

Sidewall curtains

One of the biggest changes in Iowa
freestall housing in recent years has
been using curtains to control openings
in the sidewall. Curtain-sided freestall
barns provide a better environment for
cows during hot weather than freestall
barns with small doors for openings.

A variety of curtains have been used,
as well as a variety of methods for
opening them.

Curtains that open from the top allow
for increased ventilation during mild
weather without creating drafts at the
cow level. However, a single curtain
close to the ground in warm weather
can be damaged by rodents. During
the summer, tie up a single curtain to
prevent rodent damage. If two curtains
are used, the top curtain works best
when opened from the top to the
bottor, and the lower curtain works
best when opened from the bottom to
the top. Two curtains provide good
ventilation and cannot be reached

by rodents.

Curtains must be protected from cows
with high tensile wire or cattle panels.
A scrape alley next to the wall elimi-
nates the need for a large overhang,
required by barns with stalls fastened
o outside walls. i

Bedding

Sand is a good choice of bedding
material for cow comfort and mastitis
control. When managed properly,

sand provides a camfortable base for
the cow and less slippage in alleys when
cows track it into the area. However,
sand will produce wear on liquid
manure handling equipment faster than
other bedding materials. To reduce
wear on equipment, some producers
have used augers to unload manure
storage pits instead of a pump. The
augers can put the semi-liquid manure
in a slinger-type spreader with minimal
wear on equipment.

Cow mattresses

Bedding mattresses have been used
successfully to provide a comfortable
resting area without using a large
amount of bedding. Mattresses require
only a small amount of bedding to
absorb the moisture from the manure
tracked in by the cows. The polypropy-
lene material used for mattresses can
be filled with shredded tires, sawdust,
or straw. Long straw or poor quality
hay works better than chopped straw
because it does not form lumps as
easily. The mattress material should
be fastened to the front of the stall
with screws or double-headed nails so
it can be rolled back to refill or level
when needed.

Conclusion

Proper planning of a freestall barn is
essential. It is always better to make
errors on paper rather than in concrete.
Two good reference books for building
or remodeling freestall barns are Dairy
Freestall Housing and Equipment,
MWPS-7 and Penn State Freestall and
Heifer Housing Plans, NRAES-85. Both
can be ordered from any county
extension office.

References
The following materials were used to
develop this publication:

= Dairy Freestall Housing and Equipment,
MWPS-7, (1995) published by the
MidWest Plan Service, Ames, lowa.

* Penn State Freestall and Heifer Housing
Plans, NRAES-85, (1994) published
by the Northeast Regional Agricul-
tural Engineering Service, Ithaca,
New York.

= McFarland, D. F. (1991). “Experi-
ences with Freestall Design in
Pennsylvania,” a paper presented to
the American Society of Agricultural
Engineers in St. Joseph, Michigan.



Additional resources

Other publications in the LIFE series,
available from any lowa State Univer-
sity Extension office, include:

Envirommental Guidelines for Confine-
ment Swine Housing, Pm-1586

Choosing Fans for Livestock and Poultry
Ventilation, Pm-1587

Health Hazards in Swine Confinement
Housing: How Bad Is Bad? Pm-1588

Concrete Specifications for Agriculture,
Pm-1589

File: Engineering 1-1

Prepared by Vincent ]. McFadden,
extensjon agricultural engineering field
specialist, Department of Agricultural and
Biosystems Engineering. Reviewed by

Jeff Lorimor, extension agricultural
engineer; Kris Kohl, and Grant Wells,
extension agricultural engineering ficld
specialists, Department of Agricultural and
Biosystems Engineering.

Design and Management of Anaerobic
Lagoons in Iowa for Animal Manure
Storage and Treatment, Pm-1590

Vented Plumbing for Livestock Manure
Handling Systems, Pm-1600

Pit Recharge Manure Management
System, Pm-1601

Selecting Manure Management Systems
for Swine Operations, Pm-1602

Earthen Pits for Liquid Manure Storage,
Pm-1603

Watering Systems for Grazing Livestock,
Pm-1604

313 and justice for all

The lowa Cooperative Extension Service's
programs and policies are consistent with
pertinent federal and state laws and regu-
lations on nondiscrimination regarding
race, color, national origin, religion, sex,
age, and disability.

Guidelines for Minimizing Odors in
Swine Operations, Pm-1605

Tunnel Ventilation to Alleviate Animal
Heat Stress, Pm-1606

Environmental Regulations for Livestock
Manure Management, Pm-1607

Open or Enclosed Swine Finishing:
Making the Decision, Pm-1608

You Can't Afford Not to Haul Manure,
Pm-1609

Issued in furtherance of Cooperative

Extension work, Acts of May 8 and June 30,

1914, in cooperation with the U.S.

Department of Agriculture. Robert M.

Anderson, Jr., director, Cooperative
Extension Service, lowa State University of
Science and Technology, Ames, Iowa.
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1 AN ACT to amend 71.05 (6) (2) 15., 71.08 (1) (intro.), 71.10 (4) (), 71.21 (4), 71.26

2 (2) (a), 71.30 (3) (), 71.34 (1) (g), 71.45 (2) (a) 10.,71.49 (1) () and 77.92 (4); and

3 to create 71.07 (3n), 71.28 (3n) and 71.47 (3n) of the statﬁtes; relating to: an

4 income and franchise tax credit for expenses related to opcrating a dairy farm.

20107
Horean

This bill creates an income tax and franchise t4% credit for taxpayers who pay.
certain expenses related to operating a dairy farpd. The credit is equal to 10% of the
amount the taxpayer paid in the taxable yedr for dairy farm modernization or
expansio “Dairy farm modernizatio or expansion” means, generally,

ing i i 1ri uildings or facilities, or aoyuifing lequipment,
for dairy animal housing, confinement, afiimal feeding, milk production, and waste
management. The credit applies to tgkable years that begin after December 31, )
and end before January 1, The mﬁmmﬁfﬁfnt of thegreditithat a

is $50,000Y"If the amount of the credit
claimed by the taxpayer exceeds the taxpayer’s tax liability, the taxpayer will not

receive a refund but, instead, may carry forward the amount of the unused credit to
subsequent taxable years. '

| . R : O’L@oéz/fg
WW,WWW’WLW%%. '

Analysis by the Legislative Referen
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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:

1 SECTION 1. 71.05 (6) (a) 15.$of the statutemﬁmm

2 /)y 1s amended to read: ' |

3 71.05 (6) (a) 15. The amount of the credits computed under s. 71.07 (2dd), (2de),
4 (2d1), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), (3g), (S_n){ and (3s) and not passed
5 fhrough by a partnership, limited liability company, or tax—option corporation that

6 has added that amount to the partnership’s, company’s, or tax—option corporation’s

7 income under s. ;71.21 (4) or 71.34 (1) (g).

8 SECTION 2. 71.07 (3n)o§>f the statutes is created to read:

9 71.07 (3n) DAIRYWINVESTMENT CREDIT. (a) In this subs{)ction:
10 1. “Claimant” means a person who files a claim under this subsection.
1 2. “Dairy farm modernization or expansion” means i iAg7 1 -
12 Y/&q@% buildings or facilities, or{ Wg ecﬁgment, for dairycgnimal housing,
13 confinement, animal feeding, milk production, and waste management, including
14 the following, if related to dairy animals:

T pud

16 b. Fences. _ z
17 c. Watering facilities.
18 d. Feed storage and handling equipment.
19 e. Milking pérlors.

f, RoboticmW\W
21 g. Scales.



O C R

11
112

13

QE

16
17

21
22
23
24

25

~expansion related to the operation of the claimant’s dairy far

2001 — 2002 Legislature -3 - Jé‘fs]zﬁgggé

BILL S];LCTION 2

h. Milk storage and cooling facilities. M
1. Bulk tanks. W

‘j. Manure pumping and storage facilities.

k. Digesters. ' M lOO

L. Equipment used to produce energy.

(b) Subject to the limitations provided in this subsection, for taxable years that

3 2010

begin after December 31, 200/)'./ and end before January 1, 20@?/31 claimant may -
claim as a credit against the tax imposed under s. 71.02 an amount equal to 10% of

the amount the claimant paid in the taxable year for dairy farm modernization or

(c) No credit may be allowed under this subsection for any amount that the

. : { : :
-claimant paid for expenses described under par. (b) that the claimant also claimed

as a deduction under section 162 of the Internal Revenue Code.

oy gegily wedidy
(d) The Wﬂjaﬂmﬁémount of thig eredit/that a claimant may claim under this
subsection yany faxgblewear is $50,000.

(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 expenses under par. (b).J 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 6wn'ership interest.

(t) Section 71.28 (4) (e)‘,/ (f),‘/(g):/and (h),fas it applies to the credit under s. 71.28
(4)1, applies to the credit under this subsection.
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1 SECTION 3. 71.08 (1) (intro.) of the statutes is amended to read:
2 71.08 (1) IMPOSITION. (intro.) If the tax imposed on a natural person, married
3 couple filing jointly, trust, or estate under s. 71.02, not considering the credits under

4 ss. 71.Q7 (1), (2dd), (2de), (2di), (2dj), (2dL), (2dr), (2ds), (2dx), (2fd), (3m), (3n), (3s),
5 Q\“\‘\‘ (6) End (9e), 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1ds), (1dx), (1fd), (2m) and, (3), and
6  (3n), and 71.47 (1dd), (lde), (1di), (1dj), (1dL), (1ds), (1dx), (1fd), (2m) and, (3), and

7 (3n), and subchs. VIIT and IX and payments to other states under s. 71.07 (7), is less

8 than the tax under this section, there is imposed on that natural person, married
9 couple filing jointly, trust, or estate, instead of the tax under s. 7 1.02, an alternative
10 minimum tax computed as follows:
1 —~71. ‘ f_the.sta.tutes—ismeﬂt}ed-tmea'd'mmmw:%,«,\‘
1 | 1.10 (4) (i) The total of claim of right credit under.s- 'T.mrmland
1 preservation credit-under subch. IX, how%dm::t)ch. VIII, farmland
1 tax relief credit under s. 71.0 é&xﬂﬁi@mers’ drought property tax credit under s.
o .
1 71.07 (2fd), dji/r/_ farin investment credm-xxs 71.07 (3n), earned income tax
6 credit-uni er’s. 71.07 (9e), estimated tax payments under s. 71.’0%d\ta;)(es withheld

b‘”"\m _— »
under s1ibeh. X --—-..J )
*
SECTION 5. 71.21 (4) of the statutes, WW@

amended to read:

20 71.21 (4) Credits computed by a partnership under s. 71.07 (2dd), (2de), (2di),

21 (2dj), (2dL), (2dm), (2ds), (2dx), (38g), (3n), and (3s) and passed through to partners

22 shall be added to the partnership’s income.

23 SECTION 6. 71.26 (2) (a)‘%f the statutes g«e

is amended to read:

e % w; 7//0[7)/8%@

7. /O/L{)’(gjbm) 0“”“2' dvweiTomaid 12l unmdsy . 7/~07/3n>@




10
11
12
13
14
15

16

-t
Q

18
19

20

V,a:@qa&ri'ag buildings or facilities, or acouiciag|equipment, for dairy animal housing,
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71.26 (2) (a) Corporations in general. The “net income” of a corporation means
the gross income as compﬁted 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), (3), (4), and (5), plus the amount of g;?ncredit computed
under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm), (1ds),3g)|§49m&d
(3_n)1 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 disposiﬁon 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 7. 71.28 (Sn)ﬁf the statutes is created to read:

71.28 (3n) DAIRY #Af% INVESTMENT CREDIT. (a) In this subsection:

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

2. “Dairy farm modernization or expansion” means cefistBietiBgimproving, or-

cdnﬁnement, animal feeding, milk production, and waste management, including /

the following, if related to dairy animals:

b. Fences.

- |

c. Watering facilities.
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1 d. Feed storage and handling equipment.
2 e. Milking parlors.
@ f. RoboticW W
4 g. Scales.
5 h. Milk storage and cooling facilities.
6 1. Bulk tanks.
7 j. Manurc pumping and storage facilities.
8 k. Digesters. |
9 L. Equipment used to produce energy.
10 . (b) Subject to the limitations provided in this subsection, for taxable years that
@ begin after December 31, Zo%ind end before January 1, %%li?rfgnt may
12 claim as a credit against the tax imposed under s. 71.23'an amount equal to 10% of
13 the amount the claimant paid in the taxable year for dairy farm modecrnization or

ng sz &Qn%/ow«\ /MMMM%@‘WJ\
@ expansm%é-m OM %aﬂ/w bl oA fooit V50 cowe,; r”t e MJZCZCOWS

15 (c) No credit may be allowed under this subsection for any amount that the
16 claimant paid for expenses described under par. (b) that the claimant also claimed
17 as a deduction under section 162 of the Internal Revenue Code.

(d) The Mgmma(a-mount of Wedaﬁlat a claimant may claim under this

subsection gt EnPtaxdp-yoar is $50,000.

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

21 not claim the credit under this subsection, but the eligibility for, and the amount_of,
22 the credit are based on their payment of expenses under par. (b).J A partnership,
23 limited liability company, or tax—option corporation shall compute the amount of
24 credit that each of its partners, members, or shareholders may claim and shall

25 provide that information to each of them. Partners, members of limited liability
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1 companies, and shareholders of tax—option corporations may claim the credit in
2 proportion to their ownership interest.

3 63) Subsectmn (4) (e), (f)J (g) and (h{ as it applies to the credit undér sub. (4):’
4 applies to the credit under this subsection.

N

B 71-30-¢3)-(P-of-the-statutes.is\a engec i«

\6 T1:30- 3) \(‘f) The total of farmers’ drou ﬂﬂ}iigx;gpgriy%ax“é‘“”ﬂ“tnunder s. 71. 28
7 (1fd), farmland preservatlowedﬁ:ﬁ‘ﬁmm. IX, farmland tax relief credit under [’
. P " M"“‘%—%ﬁ ' i
8 s.’l'lh;ZB%Qﬁff dairy farm investment credit und%d estimated tax{
9 /’:avmmlm unders_71.99 —== WM,J
10 SECTION 9. 71.34 (1)_(g)lof the statutes, gsZafferted iy 200 P Wiseorrsin Act-16,
11  is amended to read:
12 71.34 (1) (g) An addition shall be made for credits computed by a tax—option
13 corporation under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), (3), and
14 .(3g), and (38n )Jand passed through to shareholders.
15 SECTION 10. 71.45 (2) (a) 10‘! of the statutes is amended to read:
16 71.45 (2) (a) 10. By adding to federal taxable income the amount of credit
17 computed under s. 71.47 (1dd) to (1dx) and §3nJ2 and not passed through by a
18 partnership, limited liability company, or tax—option corporation that has added that
19 amount to the partnership’s, limited liability company’s, or tax—option corporation’s
20 income.ﬁnder s. 71.21 (4) or 71.34 (1) (g) and the amount of credit computed under
@ s. 71.47 (1), (3), (4’)5\and (5). |
22 SECTION 11.—771.47 (3n) of the statutes is created to read:’
@7 71.47 (3n) DAIRY #£§j INVESTMENT CREDIT. (a) In this subsection:

24 1. “Claimant” means a person who files a claim under this subséction.
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1 2. “Dairy farm modernization or expansion” means C@S@eﬁng,)m,ppw
2 IAguiing |buildings or facilities, or fe@ivtifig equipri{:-nt, for dairy animal housing,
3 confinement, animal feeding, milk production, and waste management, including
4 the following, if related to dairy animals: _
6 b. Fences. )
7 c. Watering facilities.
8 d Feed storage and handling equipmeﬁt.
9 e. Milking parlors.
£. Robotic W WMM
11 g. Scales.
12 h. Milk storage and cooling facilities.
13 i. Bulk tanks.
14 J. Manure pumping and storage facilities.
15 k. Digesters.
16 L. Equipment used to produce energy.
17 (b) Subject to the limitations provided in this subsec;éion, for taxable years that
, 34 20/0 ¥
begin after December 31, 20%and end before January 1, Zﬁ% claimant may
19 claim as a creditA against the tax imposed under s. 71.43 an amount equal to 10% of
20 the amount the claimant pa1d in the taxable year for dalry farm moderr'uzatlon or
A
@ expansionp m e M& m /oww. MLLA-ML% ﬁ// Y
gt mea. Ao
22 (c) No credit may be allowed under this subsection for any amount that the
23 claimant paid for expenses described under par. (b) that the claimant also claimed

24 as a deduction under section 162 of thé Internal Revenue Code.

A
/



2001 — 2002 Legislature ~9- e

SEcTION 11
BILL W

(d) The Wmm amount of M@vdd% that a claimant may clalm under this

subsection 1 et 1S $50 000.

3 (e) Partnerships, limited liability companies, and tax—option corporations may-
4 not claim the credit undei' this subsection, but the eligibility for, and the amount of,
5 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
8 provide that information to each of them. Partners, members of limited liability
9 companies, and shareholders of tax—option corporations may claim the credit in

10 proportion to their ownership interest.

11 (f) Section 71.28 (4) (e){ (f){ (g):/ and (h),{ as it applies to the credit under s. 71.28

12 (4){ applies to the credit under this subsection.

B —SECTION-12:~F1-49 (1)) of the statutes is amended to read: -

14 ““‘”7‘“‘1*49\(”1,_), {f)_The total of farmers’ drought prw whder 5. 7147

15 (1fd), farmland preservatlon cﬁf’m@@@& farmland tax relief credit unde

o
AR S
-

16 S. 7 1 47 (2m) ATy farm investment credit under s. 71.28 lm-aad\eg_z@ated ta
h.']———- pdylllcllbb Trrcter-s—74=48-

SECTION 13. 77.92 (4)$of the statuteWwﬁ’%@&&@, is

amended to read: , »

77.92 (4) “Net business incomeZ ﬁ—l;;l respect to a partnership, means taxable
21 incomé as calculated under section 703 of the Internal Revenue Code; plus the items
22 of income and gain under section 702 of the Internal Revenue Code, including taxable
23 state and municipal bond interest and excluding nontaxable interest income or
24 dividend income from federal government obligations; minus the items of loss and
25 deduction under section 702 of the Internal Revenue Code, except items that are not

J%gr, w, 7 ‘/7/7/&0

747 (3
7/%7ﬁﬁfb>wwwm @)@
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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), and (3g), (3n), and (3s); 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? fvith 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.

(END)
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From: Kalies, Beata

Sent: Tuesday, February 18, 2003 11:52 AM

To: LRB.Legal

Subject: Draft review: LRB 03-1710/1 Topic: Dairy farm investment tax credit

It has been requested by <Kalies, Beata> that the following draft be jacketed for the ASSEMBLY:

Draft review: LRB 03-1710/1 Topic: Dairy farm investment tax credit
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REGEN
AN ACT to amend 71.05 (6) (a) 15., 71.08 (1) (intro.), 71.21 (4), 71.26 (2) (a), 71.34

(1) (g), 71.45(2) (a) 10. and 77.92 (4); and to créate 71.07 (3n), 71.10 (4) (gbm),
71.28 (3n), 71.30 (3) (bm), 71.47 (3n) and 71.49 (1) (bm) of the statutes; relating
to: an income and franchise tax credit for expenses related to operating a dairy

farm.

Analysis by the Legislative Reference Bureau

This bill creates an income tax and franchise tax credit for taxpayers who pay
certain expenses related to operating a dairy farm. The credit is equal to 10% of the
amount the taxpayer pald in the taxable year for dalry farm’ modernization or
expansion rels 2% e6

“Dalry farm modermzatlon or expansmn means, generally,"
the construction, the improvement, or the acquisition of buildings or fa01ht1es or the
acquisition of equipment, for dairy animal housing, confinement, animal feeding,
milk production, and waste management. The credit applies to taxable years that
begin after December 31, 2003, and end before January 1, 2010. The aggregate
amount of credits that a taxpayer may claim is $50,000. If the amount of the credit
claimed by the taxpayer exceeds the taxpayer’s tax liability, the taxpayer will not
receive a refund but, instead, may carry forward the amount of the unused 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:

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

71.05 (6) (a) 15. Thé amount of the credits computed under s. 71.07 (2dd), (2de),
(2di), (2d)), (2dL), (2dm), (2dr), (2ds), (2dx), (3g), (3n), and (3s) and not passed
through by a partnership, limited liability company, or ta?c—option corporation that
has added that amount to the partnership’s, company’s, or tax—option corporation’s
income under s. 71.21 (4) or 71.34 (1) (g).

SECTION 2. 71.07 (3n) of the statutes is created to read:

71.07 (3n) DAIRY INVESTMENT CREDIT. (a) In this subsection:

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

2. “Dairy farm modernization or expansion” means the construction, the

-improvement, or the acquisition of buildings or facilities, or the acquisition of

equipment, for dairy animal housing, confinement, animal feeding, milk production,
and waste management, including the following, if related to dairy animals:

a. Freestall barns.

b. Fences.

c. Watering facilities.

d. Feed storage.and handling equipment.

e. Milking parlors.

f. Robotic equipment.

g. Scales.

h. Milk stoi'age and cooling facilities.
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i. Bulk tanks.

J- Manure pumping and storage facilities.

k. Digesters.

L. Equipment used to produce energy.

(b) Subject to the limitations provided in this subsection, for taxable years that
begin after December 31, 2003, and end before January 1, 2010, a claimant may
claim as a credit against the tax imposed under s. 71.02 an amount equal to 10% of

the amount the claimant paid in the taxable year for dairy farm modernization or

expansion related to the operation of the claimant’s dairy farm, #AK thetaxehle yeoar,

13
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(c) No credit may be allowed under this subsection for any amount that the
claimant paid for expenses described under par. (b) that the claimant also claimed
as a deduction under section 162 of the Internal Revenue Code.

(d) The aggregate amount of credits that a claimant may claim under this
subsection is $50,000.

(e) Partnerships, limited liability companies, and tax—option cofporations may
not claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of expenses under par. (b). A partnership,
limited liability compahy, 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) (e), (f), (g), and (h), as it applies to the credit under s. 71.28

(4), applies to the credit under this subsection.
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SECTION 3. 71.08 (1) (intro.) of the statutes is amended to read:

71.08 (1) IMPOSITION. (intro.) If the tax imposed on a natural person, married
couple filing jointly, trils‘t_1 or estate under s. 7 1.02,‘ not considering the credits under
ss. 71.07 (1), (2dd), (2de), (2di), (2dj), (2dL), (2dr), (2ds), (2dx), (2fd), (3m), (3n), (3s),
(6). (6s) and (9e), 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1ds), (1dx), (1fd), (2m) and,
(3),.and (3n), and 71.47 (1dd), (1de), (1di), (1dj), (1dL), (1ds), (1dx), (1fd), (2m) and,
(3),.and (3n), and subchs. VIII and IX and payments to other states under s. 71.07
(7), is less than the tax under this section, there is imposed on that natural person,
married couple filing jointly, trust, or estate, instead of the tax under s. 71.02, an
alternative minimum tax computed as follows:’

| SECTION 4. 71.10 (4) (gbm) of the statutes is created to read:

71.10 (4) (gbm) Dairy investment credit under s. 71.07 (‘3h).

SECTION 5. 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), (2dm), (2ds), (2dx), (3g), (3n), and (3s) and passed through to partners
shall be édded to the partnership’s income.

SECTION 6. 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), (3), (4), and (5), plus the amount of the credit computed

under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), and (3g), and (3n)

. 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 71.84 (1) (g) plus
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the amount of losses from the sale or other djspoéition 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 7. 71.28 (3n) of the statutes is created to read:

71.28 (3n) DAIRY INVESTMENT CREDIT. (a) In this subsection:

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

2. “Dairy farm modernization or expansion” means the construction, the
improvement, or the acquisition of buildings or faciljties, or acquiring equipment, for
dairy animal housing, confinement, am'mal feeding, milk production, and waste
management, including the following, if related to dairy animals:

a. Freestall barns.

b. Fences.

c. Watering facilities.

d. Feed storage and handling equipment.

e. Milking parlors.

-f. Robotic equipment.

g. Scales.

h. Milk storage and cooling facilities.

i. Bulk tanks.

J. Manure pumping and storage facilities.

k. Digesters.
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L. Equipment used to produce energy.

(b) Subject to the limitations provided in this subsection, for taxable years that

begin after December 31, 2003, and end before January 1, 2010, a claimant may .

claim as a credit against the tax imposed under s. 71.23 an amount equal to 10% of

the amount the claimant paid in the taxable year for dairy farm modernization or

expansion related to the/claimant’s dairy farm, ifzinthe taxakle year;¢he-dairyfarm.

GOV ] ot more-tran ..'avv’

(¢) No credit may be allowed under this subsection for any amount that the

claimant paid for expenses described under i)ar. (b) that the claimant also claimed
as a deduction under section 162 of the Internal Revenue Code.

(d) The aggregate amount of credits that a claimant may claim under this
subsection is $50,000.

(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 expenses under par. (b). A partnership,
limited liability company, or tax—option corporation shall compute the .amc')unt 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) Subsection (4) (e), (f), (g), and (h), as it applies to the credit under sub. (4),
applies to the credit under this subsection.

SECTION 8. 71.30 (3) (bm) of the statutes is created to read:

71.30 (3) (bm) Dairy investment credit under s. 71.28 (3n).

SECTION 9. 71.34 (1) (g) of the statutes is amended to read:
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71.34 (1) (g). An addition shall be made for credits computed by a tax—option
corporation under s. 71.28 (1dd), (1de), (1di), (1dy), (1dL), (1dm), (1ds), (1dx), (3), and
(3g),.and (3n) and passed through to shareholders.

SECTION 10. 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 (8n) 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 11. 71.47 (3n) of the statutes is created to read:

71.47 (3n) DAIRY INVESTMENT CREDIT. (a). In this subsection:

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

2. “Dairy farm modernization or expansion” means the construction, the
improvement, or the acquisition of buildings or facilities, or the écquisition of
equipment, for dairy animal housing, confinement, animal feeding, milk production,
and waste management, including the following, if related to dairy animals:

a. Freestall barns.

b. Fences.

c. Watering facilities.

d. Feed storage and handling equipment.

e. Milking parlors.

f. Robotic equipment.

. Scales.

o]

h. Milk storage and cooling facilities.
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1. Bulk tanks.
-] Manure pumping and storage facilities.
k. Digesters.
- L. Equipment used to produce energy.
(b) Subject to the limitations provided in this subsection, for taxable yéars that
begin after December 31, 2003, and end before January 1, 2010, a claimant may
claim as a credit against the tax imposed under s. 71.43 an amount equal to 10% of

the amount the claimant paid in the taxable year for dairy farm modernization or

expansion related to the operation of the claimant’s dairy farn},%igth@xa-bl@emy

(¢) No credit may be allowed under this subsection for any amount that the
claimant paid for expenses described under par. (b) that the claimant also claimed
as a deduction under section 162 of the Internal Revenue Code.

(d) The aggregate amount of credits that a claimant may claim under this
subsection is $50,000.

(e) Partnerships, limited liability companies, and tax—option corporations may
nbt claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of expenses under pér. (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
propox;tion to their ownership interest.

() Section 71.28 (4) (e), (), (g), and (h), as it applies to the credit under s. 71.28

(4), applies to the credit under this subsection.
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SECTION 12. 71.49 (1) (bm) of the statutes is created to read:

71.49 (1) (bm) Dairy investment credit under 71.47 (3n).

SECTION 13. 77.92 (4) of the statutes is amended to read:

77.92 (4) “Net business income?,” with respect to a partnership, means taxable
incoine as calculated under section 703 of the Internal Revenue Code; plus the items
of 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 loés 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), and (3g), LS_n), and (3s); and plus or minus,
as appfopriate, transitional adjustments, dépreciation differences, and basis
differehces under s. 71.05 (13), (15), (16), (17), and (19); but excluding income, gain, A
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.

(END)
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April 10, 2003
MEMORANDUM
To: Representative Ott
From: Joseph T. Kreye, Legislative Attorney, (608) 266—2263

Subject: Technical Memorandum to 2003 (unintroduced) (LRB -1710/2)

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




MEMORANDUM

April 6, 2003

TO: Joseph Kreye
Legislative Reference Bureau

FROM: Dennis Collier
Department of Revenue

SUBJECT: Technical Memorandum on LRB 1710/2

It would be helpful for administration of the credit if dairy farm modernization or expansion was defined
more explicitly. For example, it is not clear if the purchase of a tractor for use in growing feed for dairy
cows or of equipment to produce energy by wind would qualify for the credit. In either of these
examples, the equipment could also be used for other purposes, such as using the tractor to grow crops
for sale or using the wind equipment for energy used both for dairy and nondairy (e.g., home ) purposes.

The order of computation in sec. 71.10(4)(gbm) places the credit after the alternative minimum tax,
which allows the credit to offset minimum tax. However, sec. 71.07(3n)(b) provides that the credit may
be applied only against the tax imposed under sec. 71.02. If the credit is intended to offset the
alternative minimum tax, then sec. 71.07(3n)(b) should provide that a claimant may claim the credit
against the tax imposed under both secs. 71.02 and 71.08. If it is not meant to offset the alternative
minimum tax, then the order of computation should be placed somewhere between sec. 71.10(4)(b) and
(f) and sec. 71.08(1)(intro.) should not be amended to include sec. 71.07(3n).

Secs. 71.07(3n)(c), 71.28(3n)(c), and 71.47(3n)(c) provide that no credit may be allowed for any amount
paid for expenses that are claimed as a deduction under section 162 of the Internal Revenue Code
(IRC). IRC section 162 allows businesses to deduct from gross income the ordinary and necessary
expenses of carrying on a trade or business. This section could be interpreted to deny the credit to
farmers because the costs of the items have already been deducted for federal tax purposes.
Wisconsin's adjusted gross income is defined as federal adjusted gross income with certain
modifications. There is no modification to add back the amount deducted for these items. Since the
cost of these items has been deducted, there is no credit. If the deductions were added back to income,
it would greatly reduce the benefit of the credit.

Generally, credit amounts are added to income in the year the credits are computed and the deduction
continues to be allowed for the expenses used to compute the credit. This draft includes a provision to
add the credit amount to taxable income. To be consistent with other credits, secs. 71.07(3n)(c),
71.28(3n)(c), and 71.47(3n)(c) should be eliminated.




Calendar year tax filers are eligible to claim the credit for six years of expenditures. Fiscal year filers
may only claim the credit for five years of expenditures. To be consistent, the credit should be allowed
for taxable years beginning after December 31, 2003 and beginning before January 1, 2010.

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

Chapter 20 Amount FTE
one-time  s. 20.566 (1) (a) $18,500
annual s. 20.566 (1) (a) $73,900 1

If you have any questions regarding this technical memorandum, please contact Pam Walgren
at 266-7817.
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To: LRB - Legal Section PA’s

Subject: Fiscal Estimate Received For An Unintroduced Draft

> If redrafted ... please insert this cover sheet and atiached early fiscal estimate into the drafting file ... after the draft’s
old version (the version that this fiscal estimate was based on), and before the markup of the draft on the updated version.

> If introduced ... and the version of the attached fiscal estimate is for a previous version ... please insert this
cover sheet and attached early fiscal estimate into the drafting file ... after the draft’s old version (tbe version that this fiscal

. estimate was based on), and before the markup of the draft on the updated version. Have Mike (or Iynn) get the ball rolling

on getting a fiscal estimate prepared for the introduced version.

> If introduced ... and the version of the attached fiscal estimate is for the current version ... please write
the draft’s introduction number below and give to Mike (or Lynn) to process.

THIS DRAFT WAS INTRODUCED AS: 2003 AB 123
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