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WISCONSIN ASSOCIATION OF INDEPENDENT
CoLLEGES AND UNIVERSITIES

THE ASSEMBLY COLLEGES AND UNIVERSITIES COMMITTEE

TESTIMONY
By
Paul Nelson, Vice President for Public Policy
Wisconsin Association of Independent Colleges and Universities
On
2003 Assembly Bill 205

May 20, 2003

Representative Kreibich, members of the committee, my name is Paul Nelson, and I am Vice President
for Public Policy of the Wisconsin Association of Independent Colleges and Universities or WAICU.
WAICU represents Wisconsin’s 20 private colleges and universities educating more than 54,000
students each year.

I want to thank Representative Wieckert and the other sponsors of AB 205 for their support of this
legislation and for their support of opportunity for Wisconsin citizens.

AB 205 creates a state tax exemption for bonds and notes issued by the Wisconsin Health & Educational
Facilities Authority (WHEFA) for educational facilities at private, nonprofit colleges and universities.
When you look at educational opportunity for Wisconsin citizens, you need to consider two sides of the
equation:

First, there is student aid. Every year, my 20 members provide over $166 million in privately raised
student aid for our students. The State of Wisconsin provides just more than $22 million a year through
the Wisconsin Tuition Grant.

Second, there is the ongoing effort to control college costs. WAICU members were recently recognized
by Trusteeship magazine, a national publication for board members of public and private universities, as
leading the nation in the effort to control costs.

AB 205 will help us control costs. Establishing a state as well as a federal exemption for WHEFA
bonds will make them more marketable, particularly for Wisconsin residents. This will reduce our cost
of borrowing and make it easier to develop the kind of state-of-the-art facilities needed to offer the high-
quality educational experience we provide to so many Wisconsin residents.
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And there is a direct link between controlling costs and financial aid. One of our presidents recently
estimated that reduced borrowing costs would enable his college to provide $234,000 in additional
financial aid to 45 students. Only the short notice for this hearing kept our presidents and Dr. Rolf
Wegenke, president of WAICU, from appearing in person. However, [ tell you with assurance that ]
speak for the 20 members of WAICU in support of this bill.

AB 205 also authorizes my association to use WHEFA financing for collaborative projects among the
20 colleges and universities. There is a precedent for this in the current WHEFA statute which allows
consortia of nonprofit health care organizations to use WHEFA financing. There is no similar provision
for higher education. Joint projects avoid duplication, and, because the facility is shared, the cost for
each participant will be less. WAICU is named in state statutes in conjunction with the Higher
Educational Aids Board, the College Savings or EdVest Board, and the Wisconsin Technology Council,
and is the recognized consortial entity for all of the current collaborations among our colleges and
universities.

I would be happy to answer any questions.






Testimony of
State Representative Steve Wieckert
Before the
Assembly Committee on Colleges and Universities
Regarding
AB205-Tax Exempt Bonding for Wisconsin Universities
May 20, 2003
Mr. Chairman and members of the Committee on Colleges and

Universities, thank you for this opportunity to testify in favor of AB205.

| also sincerely appreciate the chairman’s efforts to allow this bill to
be heard first today. Two and a half hours from now | need to be in

Appleton to talk to several hundred students about our budget

conditions.

Education is a critical element in determining the quality of life of a
community or state and is an integral part of the formula for economic
growth. Wisconsin ranks high in education. We have the highest

ACT scores in the nation, and our universities, both public and

private, rank very high.

To continue this winning tradition, this legislation proposes to make

construction bonding for colleges and universities double-tax exempt.



Currently, these bonds are exempt from federal income tax. This
legislation would allow these bonds to be exempt from state income

tax as well. This has a number of significant advantages.

First, Wisconsin would have an additional resource to continue to
improve and update its educational facilities at a lesser cost to allow

us to keep our high-ranking position regarding education around the

nation.

Second, it will encourage Wisconsin citizens to invest in Wisconsin's
assets, such as our colleges and universities. This bill encourages

investment money to stay in Wisconsin instead of having this money

invested in other states.

Third, this legislation encourages greater access to education by
students, Wisconsin’s future leaders, by incrementally reducing the
cost of education through less expensive construction projects.

Schools report that they would have more money available for things



like scholarships and tuition assistance, making education more

available to all.

Fourth, it's a question of quality economic growth. This legislation
would allow for expansion and more construction of school projects at
universities which would enhance a community’s assets, provide for a

better quality of life, and encourage spin-off economic growth and

development.

Fifth, unfortunately, it is sometimes said that Wisconsin is not
competitive with other states in terms of our business climate or
investments in our economy. Many of us, including myself, feel we
need to identify areas where we are not competitive and provide
some solutions. This bill does exactly that. For you see, many other
states around the nation already provide for this double-tax exempt
bonding. In fact, 48 other states already offer this. Wisconsin is only
one of two states which does not. As a result, we are at a
competitive disadvantage to other states. It is one specific example
of how our higher tax effort in Wisconsin serves as a disadvantage to

education, our quality of life and economic growth. Today, | am



offering a solution to eliminate this excessive tax inequity, levei the
playing field with other states, and encourage quality higher

education.

If this committee feels that on the merits this is valuable state policy,
the next stop for this bill is the committee on Tax Exemptions, which

will consider the tax implications in light of our budget situation.

Last session, | had introduced this bill as Assembly bill 423. On the

merits, this bill was considered by this committee and approved on a

vote of 10-0.

| would ask that the committee consider this bill again to allow

double-tax exempt bonding for Wisconsin universities and colleges

like 48 other states already have.

Thank you for this opportunity to testify. | would be happy to answer

any questions.
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Income Taxes 257

Taxability of Bond Interest

The frllowing chart indicates the position of cach state and the Dist il uf Culurnbia on the taxation of
municipal, state and federal bond Interest. Except where noted, this Information applies equally to corporate
and personal income taxation. Where a state treats interest income differently based on tax type, the
following is used: FI= {ranchise tax, Clw, corporate income tax, and Pl= personal income tax.

While states are prohibited fror taxing federal obligations, federal law provides an exception to the
prehibitition for states that characterize 1 corporate Laxing scheme as a nondiscriminatory corporate
franchise tax.

In State Other
Munilcipal or States' U.S. Bond
Stata State Bonds Interegt
Alzbama Exempt Taxable Exempt
Alaska ) (Mo personal or corpornte income tax)
Atizona Exempt Taxahle Exempt
Arkansas Exempt Taxable Exempt
California
FI:  Taxahle Taxable Taxable 1 |
Cl:  Exempt Taxable Exempt !
PI: Exempt Taxable Exempt :
Colorado Exempt 2 Taxable Exempt !
Connectlcut CI: Taxable Taxable Taxable! !
PI: Exempt Taxahle Exempt
Delaware Exempt Taxable Exempt
District of Columbia Exempt * Taxable Exempt
Florida Cl:  Taxable Tazxable Taxable
(No persuns] income tax)
Georgla Exempt Taxable Exempt
Hawaii Exempt Taxable Exempt
Idaho Exempt Taxable Exempt
Hlinois Taxable 3 Taxable Exempt
Indiana Exempt Exempt Exempt
Towa Taxable? Taxable Exempt
Kanszas Exempt Taxahle Exempt
Kentucky Exempt Taxable Exempt
Louisiana Exempt Taxable Exempt
! Nundiscriminatury franchise (ax, ¥ Income from certain specified obligatlons & exempt.

ZInterest income oa obligations of Colorsdo or a political  Interest from all ather obligatlons i Laxable.
subdivision therenf issued un or alter 5/01/80 is CKCmpE.
Interest fromm obligativngs issued pripr Lthereta |s exempt only
il specifically made exempt by statute.

State Tax Handbook

Gooz
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Maine
Maryland

Massachusetts

Michigan

Minnesata

Mizsissippl
Missouri

Montana

Nebraska
Nevada
New Hampshire

New Jersey

New Mexico

New York

North Carolina
Worth Dakota
Ohig
Oxlahoma

Oregon
Penngylvania

Rhode lsland
South Carolina

South Dakota
Tennesses

Texas

Utah

4 [prercst income
Dividends Lax.

Taxabllity of Bond Interest
Exempt Taxable
Exempt Taxahle
CI:  ‘Taxable Taxable
Pl Exempt Taxable
Exempt Taxable
Cl: Taxable Taxable
PL: Exempt Taxahle
Exempt Taxable
Exempt Taxahle
¢l Taxoble? Taxable
Pl:  Exempt Taxable
Exempt Taxable

@003

Exenipt
Exenipt

Taxable!
Exempt

Exempt

Taxable!
Exempt

Exempt
Exempt

Taxablet
Exempt

Exempt

(No persvual or corpnrate income tex)

Exetmnpt Exempt Exempt

CL: Taxahble Taxable Taxable

PI: Exempt Taxable Exempt
Exempt Taxable Exempt

cr:  Taxable Taxable Taxahle?

Pf:  Exempt Taxable Exempt
Exempt Taxable Exempt
Exempt Taxable Exempt
Exempt Taxable Exempt
Exempt? Taxable Exempt

CL ‘Taxable Taxable Yaxable?

Pl: Exempt Taxable Exempt

Cl: Exempt Exempt Exempt

Pl: Exempt Taxable Exempt
Exempt Taxable Exempt
Exempt Taxable Exempt
(o corporate or personal income tax) K

1. Taxable Taxable Taxable i

Pl: Exempt Taxable Exemupt 3

cl: Exempt Exempt Exempt 3

i

Cl: Taable®  Taxable Taxables k

p)l: Exempt Exempt Exempt }

—

of pther states subject Lo Interest and

3 For corpivate Incame 1% DUIDISTS, a partial ax eof]

{s allowed for intecest (rom Utah and centeral obligatiors. 3
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incame Taxes

Exempt Taxable

Exempt Taxable

(No personal or corporate Income tax)

Taxable Taxable
Exempt Taxable

Taxable? Taxable
Taxable Taxabie
Taxable? Taxable

Exenmpt

Exempt

Exempt
Exempt

Exempt
Taxable
Exempt

(No personal or corporate Income tax)
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