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2005 ASSEMBLY BILL 892

~
““‘L\\\w
\&MN
December 22, 2005 — Introduced byt ntatlves MONTGOMERY, Davis, GARD,

LAMB, FREESE, RHOADES, FIELDS, GFUNDERSON; A BERS Vos, NISCHKE and
MUSSER, cosponsored by Senat TAM;-Ha

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

(3) (es), 71.47 (5e) and 71.49 (1) (es) of the statutes; relating to: an income and

franchise tax credlt f g andluse taxed paid-on e nternet
e e 0 , 4 1
Orngl O gL, gl upe AASC

equipment used in the broadband market.

e S e e ————

Analysis by the Legislative Reference Bureau
i bﬂl creates an income and franchise tax credit for Interneﬂ;; pment used

"%ount of the credits that may be claimed by all
-may only clalm the credit if the taxpayer

Commerce (department) The total
taxpayers is $7,500,000. A /;axpay

the-bfoadband market.
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Forfurthér mfor ion s?e the sta ﬁscél estimat ;zch will Wnted/é@ .
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1

2 71.05 (6) (a) 15. The amount of the credits computed under s. 71.07 (2dd), (2de), M

3 (2di), (2dj), (2dLy), (2dm), (2dr), (2ds), (2dx), (3g), (3n), (3s), (3t), (5b), and (5d), and §5e2€

4 and not passed through by a partnership, limited liability company, or tax—option

5 corporation that has added that amount to the partnership’s, company’s, or

6 tax—option corporation’s income under s. 71.21 (4) or 71.34 (1) (g).

7 SECTION 2. 71.07 (5e) of the statutes is created to read:

8 71.07 (5e) INTERNET EQUIPMENT CREDIT. (a) Definitions. In this subsection: |

9 1. “Claimant” means a person who files a claim under this subsection.
10 2. “Internet equipment used in the broadband market” means equipment that
11 1s capable of transmitting data packets or Internet signals at speeds of at least 200 ;
12 kilobits per secorid in either direction. ;
13 (b) Filing claims. Subject to the limitations provided in this subsectlon/:M/
14 claimant may claim as a credlt against the taxes imposed under ss. 71.02 and 71. OSMM
15 up to the amount of those taxes s tﬁe amount Mefz&axe&
16
17 f
18 | § Internet availability te-areas-of thestate-that-are-net-served-by-a-broadband
19 %pmvidpr or..are--served--by-not-more—than one "l

{

etermined-by-the-department-of commer
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B, s 50 /
1 (c) Limitations. 1. No credit may be allowed under this subsection unless the
\? claimant}e rti
g févlam trrent-that-the \,}auuaub W.lll, yv1 thin 24 months-after-the-effeetive-date-of this
4 i\ﬁg.bdlylgé‘,l U W}S@ ke—an—inv caumcut‘” //b}.lab is-regsonably
5 “alculated ‘m increase Tﬂternet -availabi ty -in-this- state»and*«m -an-amount-equal-to
6 at least 20 percent of the amount the ‘claimant pald in taxes imposed under subchs
7 HI and V of ch. 77 on the purchase of Internet equlpment used i in the broadband
8 market durlng the 12—month period begmmng on the effectlve date of this
9 siubdlwsmn .... [revisor 1nserts date]. The clannant shall, Wlth,ln 60 days after the enc//QH
10 ef the yéar in which the investment 1s made file a report Wlth the department o:"
11 adn;nnlstratlon that prov1des a detalled description of the 1nvestment 1nclud1ng the
12 a;nount 1nvested The department of admlmstratlon shall prewde coples of the
13 report to the department of commerce, the department of revenue, and thexpip»lie%
14 service commission. f
15 2. Partnersh;pms, limited liability companies, and tax-option corporations may
16 not claim the credit under this subsection, but the eligibility for, and the amount of,
17 the credit are based on their payment of the amounts described under par. (b). A
18 partnership, limited liability company, or tax—option corporation shall compute the
19 amount of credit that each of its partners, members, or shareholders may claim and
20 shall provide that information to each of them. Partners, members of limited liability
21 companies, and shareholders of tax—option corporations may claim the credit in
22 proportion to their ownership interests. "
\;%2 3. The total amount of the creditiftnat mely be claimed by all claimants under
@ this subsection and ss. 71.28 (5e) fﬁa;mifﬂ 1.47 (5e)/?is $7,500,000, as determined by the

. f‘,{ O ™= ¢y A0
(N i{»ﬂﬂv{}i&n f {@J\ gfféf’é{j

25 department of commerce.
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through to partners shall be added to the partnership’s income.

f e

sub. (3),fpius or minus, as appropriate, an amount equal to the difference between

theﬂféyderal basis and Wisconsin basis of any asset sold, exchanged, abandoned, or

2005 - 2006 Legislature -4 - LRB-4262/1

JK&CTS:Imk&;jld:rs
ASSEMBLY BILL 892 SECTION 2

(d) Administration. Section 71.28 (4) (e) to (h), as it applies to the credit under
s. 71.28 (4), applies to the credit under this subsection.
SECTION 3. 71.10 (4) (gy) of the statutes is created to read:

/

71.10 (4) (gy) Internet equipment credit under s. 71.07 (5e)"

——SECTION 4. 71.21 (4) of the statutes is amended to read:
- 7. 21 (4) Credits computed by a partnership under s. 71.07 (2dd), (Zde) (2d1)

; (2dj), (ZdL) (de) (2ds), (2dx), (8g), (3n), (3s), (3t), and (5b), and §5ezand passed

§/

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

71.26 (2) (a) Corporatzons in general The “net income” of’ a corporatlon means
the gross income as computed under the Internal Revenue Chde as modified under
sub. (3) minus the amount of recapture under s. 71.28 ( 1d1) plus the amount of credit

computed under s. 71.28 (1), (3), (4), and (5) minus, as prov1ded under s. 71.28 (3) (c)

7., the amount of the credit under s. 71.28 (3) that- the taxpayer added to income
under this paragraph at the time that the taxpayer ﬁrst clalmed the credit plus the
! amount of the credit computed under 8/ 7 1 28 (1dd), (1de), (1 d1) (1d5), (1dL), (1dm),
(1ds), (1dx), (3g), (3n), (3t), ané (Sb)M and not paesed through by a
partnership, limited liability company, or tax—option corporation that has added that

amount to the partnershlp Sy hmlted liability company’s, or tax—optlon corporatlon S

income under s. 71.21 (4) or 71.34 (1) (g) plus the amount of losses from the sale or

gother disposition of assets the gain from which would be wholly exempt i mceme as |
deﬁned in sub. (3) (L) if the assets were sold or otherwise disposed of at a gam and

| minus deduct{ons as computed under the Internal Revenue Code as modified um:ler

/ |

; {

|

o
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bt}%lerw se di&posed of in- a taxabl

ya
ijﬁﬁdehn par. (b) a%nd < 7145 3
SECTION 6. 71.28 (5e) of the statutes is created to read:

71.28 (5e) INTERNET EQUIPMENT CREDIT. (a) Definitions. In this subsection:

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

R —

2. “Internet equipment used in the broadband market” means equipment that

e

is capable of transmitting data packets or Internet signals at speeds of at least 200

kilobits per second in either direction.

(b) Filing claims. Subject to the limitations provided in this subsection,E a
/}‘

claimant may claim as a credlt agamst the taxes 1mpoqed under s. 7 l 23, up to the

A arket to nrn\ndp Tnfnrnot

h's '
Cienrkar

[y
w
\\

14 availability-to-areas-of the-state-that are ot served by a broadband servicep

il ————

15 or.are. s&wedxbyﬂ@tmﬂfe%ﬂﬁan mehmad%&rr&%mrcemmd@?“ﬁ?ﬁ@t@ﬁﬁfﬁé&”brﬁhe

16 \\,cl@pam;m&m

TP

/17 (c¢) Limitations. 1. No credit may be allowed under this subsection unless the

clalmant
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of the'y year in Wthh the 1nvestment 1is made, me/a/report Wlththe department««e{

<<<<<
- / (f

admmlstratlon that prov1des a’ deta1led descrlptlon of the 1nvestment mcludlng the

f
amount 1nvested The department of” adm1mstrat10n shall prov1de copies’ of the

report 16 the depa?@gegLafmgmmemerthedepaptmeﬂtweﬁmem}eﬂﬁd—thewpuhhg

.
/W 7{}};? 724 g Py ¥ A /
sg;macontm;ssm(u %wx’f’j/w‘égf = ;f’é v 2o/t Wler @57’3 f”{f

2. Partnersh1ps, 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 the amounts described 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 interests.

3. The total amount of the credltsf"that may be claimed by all claimants under
this subsection and ss. 71.07 (5e) gafew 1 47 (5e) f’ls $7, 500 OOO as determlned by the
department of commerce. E ‘gw oL st g»«”

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

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

71.30 (3) (es) Internet equipment credit under s. 71.28 (5e).

W4 (1) (g) of the statutes is amended to read: I—

1 71. 34 (l) (g) An addltlon shall be made for credits computed by a tax—option
3
c%rporat/lon under 5. 71.28 (ldd) (1de), <1d1) (1dj), (1dL), (1dm), (lds) (ldx) (3} (3g) |
(%n) (31;) and (5b), and §5e2 and passed through to shareholders

ig SECTION 9. 71 45 (2) (a) 10. of the statutes is amended 1 to yread:

§ et “"ww’z
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‘ . A u/@{}ézw ;/ é} ,‘//{ / ?ja z
1 m BY addmg fm fed@ral taxable. income the amount of credit it
2 ffcomputed under S. 71 47 (1dd) to (1dx) (3n), and“"{Sb), and §5ez 3nd not })assed %

through by a partnershlp, hmlted 11ab111ty company, or tax-optlon Corporatli)n than'

e

has added that amount to the partnershlps hmlted hablhty cmnpanys o

w
r————

|
i{c&x-op‘mon corporatmn s income under 5.71.21 (4) or 7L 34 (D (g) and the amount oiz
d*l:gadit computed under s. 71.47 (1), §3), (3t), (4), and SQMM e 4
SECTION 10. 71.47 (5e) of the statutes is created to read:
8 71.47 (5e) INTERNET EQUIPMENT CREDIT. (a) Definitions. In this subsection: %
9 1. “Claimant” means a person who files a claim under this subsection. g;
10 2. “Internet equipment used in the broadband market” means equipment that iz
11 is capable of transmitting data packets or Internet signals at speeds of at least 200 /5
12 kilobits per second in either direction. ;
@ (b) Filing claims. Subject to the limitations provided in this subsection,ig
14 claimant may claim as a credit agamst the taxes imposed under s.71.43, up to t]ne

Ry f% Lot éf%wf,@%

P A /Vi{;f:ﬁv L ?{/v I
@ amount of those taxes, ap-dmount-tha li,@qﬁ?m tﬁle amount Qf;WS’TTﬁP@S’@d
16 ,,f ﬁ@d@“ﬁbM@M cho7 that the claimant Wd&rn/*’thc taxable-year-on the
WMJ

\v/

O e T

P

17 purchase of Internet equipment used-in-the broadband market-t ride-Internet

H U7 0aATrorarig J.L.lu.l. nOTuv vy prouviaceey
5

3 T TS, T £41 NI | In 1 1 o .
18 &Vfalluuuli_y to-areas-of the-state-that-are-not-served-b y-a-proadoana service provider

19 or.are.-served-by not-more-than mn%madbanstmmmrmd@“agd@t nined by the—

4

A

25 calculated to increase Internet avaﬂablhtv in fhm state and in an amount equal to

T
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1 \gt least 20 percent of the-amount the claimant paid in taxes imposed under subehs.” |
2 ZIII and V of ch.. 77 on the purchase of Internet equipment used in the broadband
3 Erlarket during the 12~month period begmnmg on_ the” effectlve date of thls
4 gisubdlwslon . [revisor inserts Eate] The Ialmant shall within 60 days after the end
5 §of the year in which the 1nvestment is made file a report with the department of
6 gEadnmmstramon that provxdes a detalled description of the mvestment including the
7 amount 1nvested The department of administration shall prov1de ceples of the:

report to the department of commerce, the department of revenue, and the pubh

§
A
A :{{/ A M{ Aj‘/bjz&i{ (NI Ery Yy f 4L LAAA ﬁ/ . /,7 iéﬁ // /j

|
:
|
5
1
i
%
i

j /9/ | service commlssu:} i j;wfﬁf bl
10 2. Partnerships, limited liability companies, and tax—option corporations may
11 not claim the credit under this subsection, but the eligibility for, and the amount of,
12 the credit are based on their payment of the amounts described under par. (b). A
13 partnership, limited liability company, or tax—option corporation shall compute the
14 amount of credit that each of its partners, members, or shareholders may claim and
15 shall provide that information to each of them. Partners, members of limited liability
16 companies, and shareholders of tax—option corporations may claim the credit in
17 proportion to their ownership interests. e :Wi;ﬁ j;;};,?,g i1
@A\} 3. The total amount of the credits fihat may be claimed by all claimants under
i"’ this subsection and ss. 71.07 (5e}@fﬁl 71.28 (5e}%s $7,500 OOO as determlrled by the
ﬂ20 department of commerce. S—omol 7 51(Y 3 i}
21 (d) Administration. Section 71.28 (4) (e) to (h), as it applies to the credit under
22 s. 71.28 (4), applies to the credit under this subsection.
23 SECTION 11. 71.49 (1) (es) of the statutes is created to read:

71.49 (1) (es) Internet equipment credit under s. 71.47 (5e).

SWW(& statutes 19-a
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e

< 7 7.92 (4) “Net business fﬁe‘orﬁ’e”’”wrth“reSpect“fo a partnership; means taxable

{
N :
e — .
. /
R -
i S ———

2 / income as calculated under section 703 of the Internal Revenue Code; plus the items
3 5 of income and ga1n under section 702 of the Internal Revenue Code, 1nelud1ng taxable
4 % state and municipal bond 1nterest and excluding nontaxable 1nterest income or
5 % dividend income from federal government obhgatlons m‘inus the items of loss and
6 % deduction under section 702 of the Internal Revenue Code except items that are not
7 2deduct1ble under s. 71.21; plus guaranteed payments to partners under section 707
8 Ez(c) of the Internal Revenue Code; plus the credlts clalmed under s. 71.07 (2dd), (2de),
9 2di), (2dj), (2dL), (2dm), (2dr), (2ds) (2dx) (3g), (3s), (3n), (3t) an (5b), and (5e); and
10 plus or minus, as appropnate transitional adjustments, deprec1atlon\d1fferences
11 and basis dlfferences under s. 71.05 (13), (15), (16), (17), and (19); but excludmg ;

income, gain, loss, and deductions from farming. “Net business income,” with respec'

to a natural,person, estate, or trust, means profit from a trade or business for federal%
/lf i

income-tax purposes and includes net income derived as an employee as defined in

section 3121 (d)(3) of the Internal Revenue-Code:
~—SECTION 13. Nonstatutory provisions. e

e AND EX E 7oA

(1) INTERNE'l‘ EQUIPMENT CREDIE‘!PROGRAM.

(a) Not later than 30 days after the effective date of this subsection, the

department of commerce shall implement a program for certifying businesses as

/26:: eligible for tax credits under sections 71.07 (5e), 71.28 (5e) andl 71.47 (5e) of the

;gng; Q
21 statutes. fASO = ‘
‘ Ny 5}) SY/ J b
22 (b) If the department of commerce certifies a business as eligible under
23 paragraph (a), the department shall determine the maximum amount of tax credits
N0l el At

\;Zz f the busmess may clann subject to paragraph (c). The department of commerce may
A

25/

not allocate tax. crechts to a business unless the allocation of tax credlts to the
&//
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business is likely to increase the availability of Internet service in an area of this

state that lacks adequate service, as determmed by the department. The total
/7 Qe o oSl ¥

amount of tax credltg allocated to all ng'lble businesses may not exceed $7,500,000.

The department of commerce shall complete the certifications and determinations

under this paragraph and paragraph (a) not later than the first day of the 7th month

after the effective date of this subsection.

(c) Not later than 10 days after the department of commerce completes the
certifications and determinations under paragraphs (a) and (b), the department of
commerce shall submit to the joint committee on finance a report identifying the
businesses certified under this subsection and the maximum amount of tax credits
P {j LI B gﬁ’%f
/each business may’ clalm If the cochairpersons of the committee do not notify the

’ department of commerce within 14 working days after the department of commerce
submits the report that the committee has scheduled a meeting to review the
department of commerce’s certifications and determinations, the department of
commerce shall notify the department of revenue of the department of commerce’s
certifications and determination. If, within 14 working days after the department
of commerce submits the report, the cochairpersons of the committee notify the
department of commerce that the committee has scheduled a meeting to review the

:’Xproposal, the department of commerce may not notify the department of revenue of
the department of commerce’s certifications and determinations unless one of the
following is true:

1. The committee approves the department of commerce’s certifications and

determinations.
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1 2. The committee does not hold a meeting to review the proposal within 30 days
2 after the cochairpersons notify the department of commerce that a meeting has been
3 scheduled.
4 (d) Notwithstanding section 227.24 of the statutes, the department of
5 commerce may promulgate emergency rules necessary to administer this subsection.
6 Notwithstanding section 227.24 (1) (¢) and (2) of the statutes, emergency rules
7 promulgated under this subsection remain in effect until the department of
8 commerce notifies the department of revenue of the department of commerce’s
9 certifications and determinations, or the first day of the 13th month after the
10 effective date of this subsection, whichever is sooner. Notwithstanding section
11 227.24 (1) (a) and (3) of the statutes, the department of commerce is not required to
12 provide evidence that promulgating a rule under this subsection as an emergency
13 rule is necessary for the preservation of the public peace, health, safety, or welfare
14 and is not required to provide a finding of emergency for a rule promulgated under
15 this subsection.
16 g SECTION 14. Inltlal appllcabll’ity T ”; —
17 | (1) This aet ﬁrst apphps to taxable years begmmng on J anuary 1 of the yeari{i

5

18 Jén Whlch thlS subsectlo;rfakes effectf except that 1f th’is subsectlon takes effect afterr»»f‘i

i

5

19 ;July 31 this act f;.rst apphes/tfo taxable yeara’begmmng on J anuary 1 ofvt‘h/ e year
/

e AT

e
20 5 following the year in which this subsection takes-effect:™
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SECTION‘:!% 71.21 (4) of the statutes, as affected by 2005 Wisconsin Act 74, is
amended to read:

71.21 (4) Credits computed by a partnership under s. 7 1.07 (2dd), (2de), (2d1),
(2dj), (2dL), (2dm), (2ds), (2dx), (3g), (3n), (3s), (3t), (5b), (égf, and (5g) and passed

through to partners shall be added to the partnership’s income.

History: 2005 a. 74.

v
SECTIOl\bf?’. 71.26 (2) (a) of the statutes, as affected by 2005 Wisconsin Act 74,

1s 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) minus, as provided under s. 71.28 (3) (c)
7., the amount of the credit under s. 71.28 (3) that the taxpayer added to income
under this paragraph at the time that the taxpayer first claimed the credit plus the
amount of the credit computed under s. 21.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm),
(1ds), (1dx), (3g), (3n), (3t), (5b), £5_ef and (5g) 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

s
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otherwise disposed of in a taxable transaction during the taxable year, except as

provided in par. (b) and s. 71.45 (2) and (5).

History: 2005 a. 74.

Insert 7 -6

7

/

SECTION%, 71.34 (1) (g) of the statutes, as affected by 2005 Wisconsin Act 74,
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), (1dm), (1ds), (1dx), (3), (3g),

/
(3n), (3t), (5b), (5e), and (5g) and passed through to shareholders.

History: 2005 a. 74.

SECTION %’E 71.45 (2) (a) 10. of the statutes, as affected by 2005 Wisconsin Act
74, 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), (3n), (5b), @)fand (5g) 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), (3t), (4), and (5).

History: 2005 a. 74.

Insert 9 - 15

SECTION% 77.92 (4) of the statutes, as affected by 2005 Wisconsin Act 74, 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
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
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dividend income from federal government obligations; minus the items of loss and
deduction under section 702 of the Internal Revenue Code, except items that are not
deductible under s. 71.21; plus guaranteed payments to partners under section 707
(c) of the Internal Revenue Code; plus the credits claimed under s. 71.07 (2dd), (2de),
(2di), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), (3g), (3s), (3n), (3t), (5b), (5e), and (5g);
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

employee as defined in section 3121 (d) (3) of the Internal Revenue Code.

History: 2005 a. 74
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///\N ACT to create 77/.5/1/(6m) and 77.54 (48) of the stg‘tgl_ges; relating to: a sales
2 and use taxxeaigmption for Internet equipment that is usedln the broadband
3 marke .“}/

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

? o S i

SECTION % 77.51 (Gm)\i)f the statutes is created to read:

77.51 (6m) For purposes of s. 77.54 (48), “Internet equipment used in the
broadband market” means equipment that is capable of transmitting data packets
or Internet signals at speeds of at least 200 kilobits per second in either direction.

SECTION % 77.54 (48§fof the statutes is created to read:

77.54 (48) (a) The gross receipts from the sale of and the storage, use, or other
consumption of Internet equipment used in the broadband market, if the purchaser

certifies to the department of commerce, in the manner prescribed by the
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department, that the purchaser will, within 24 months after the effective date of this
paragraph ... [revisor inserts date], make an investment that is reasonably
calculated to increase broadband Internet availability in this state and in an amount
equal to at least 20 percent of the amount the purchaser would have paid in taxes
imposed under this subchapter for Internet equipment used in the broadband
market during the 12-month period beginning on the effective date of this paragraph
... [revisor inserts date].

(b) Every person who is required to make the investment under par. (a) shall,
within 60 days after the end of the year in which the investment is made, file a report
vith the department of commerce that provides a detailed description of the
investment, including the amount invested. The department of commerce shall

provide copies of the report to the department of administration, the department of

revenue, and the pubhc service commission.

\%,.,

R A U

‘S@\CTION 3. Nonstatutory provnslons

(a) Not Iaﬁer

department of commerce%ggll 1mplement a prog‘ram for certifying businesses as
7
N 7

eligible for the sales and use ta\ exemgﬁnns under section 77.54 (48) (a) of the
‘&w f,g‘
statutes. e
; “»\\% -
(b) If the department-of commerce‘%g\rtifies a bué’iness as eligible under
. N

paragraph (a), the depértment shall determme«\ghe maximum amount of the
S

exemption that the Busmess may claim, subject to parag“ragh (c). The department\

of commercefnay not allocate tax exemptions to a business unless»the allocatlon of
the exemptlons to the business is likely to increase the availability of broadband

Intemet service areas of this state that are not served by a broadband Internet

e

ECS—

R ——
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Y . . .
\ service provider or are served by not more than one broadband Internet service

\‘3
provider, as determined by the department. The total amount of tax exemptions
\\“

un&er section 77.54 (48) (a) of the statutes allocated to all eligible busmesses may not

exceed ${7 500 000. The department of commerce shall complete the certifications

and determl‘natlons under this paragraph and paragraph (a)/hot later than the first
/
day of the 7th month after the effective date of this subsectmn

() Not later than 10 days after the departir}ent of commerce completes the

S

certifications and deteﬁmmatlons under paragrﬁphs (a) and (b), the department of

commerce shall submit to {he joint Commlrtee on finance a report identifying the
/

businesses certified under tbis subsecﬁon and the maximum amount of the tax
exemptions each business may cla j;gi If the cochairpersons of the committee do not
notify the department of comme‘rce vv1th1n 14 working days after the department of

7
commerce submits the repopt that the comr{}lttee has scheduled a meeting to review
p

N
B,

‘;ﬁ ™ s s
the department of commérce’s certifications and determinations, the department of
f x
commerce shall notlf;y the department of revenue ef the department of commerce’s

certifications and ﬂetermmatlon If, within 14 Workmg days after the department

\

of commerce sgf)mlts the report, the cochairpersons of the committee notify the
department e’f commerce that the committee has scheduled e: meetmg to review the
proposal xﬁe department of commerce may not notify the department of revenue of
the d,eipartment of commerce’s certifications and determinations unless one of the
fgiffnging is true:

1. The committee approves the department of commerce’s certifications and

determinations.
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2 The comrmttee does not hold a meeting:- to review-the propesal within 30 days

after the cochairpersons notify the department of commerce that a meeting has been
scheduled
(d) Netw1thstandmg section 227.24 of the statutes, the department of

commerce may pmmulgate emergency rules necessary to adtmmster this subsectmfl

Notw1thstandmg section 227.24 (1) (¢) and (2) of the statutes emergency rules
‘;’promulgated under thlS subsectmn remain in effect until the department of
fgcommerce notifies the department of revenue’ of the department of commerces
gcertxflcatmns and determmatlons,ggr the "flrst day of the 13th month after the
geffective date of this subsection, whlchever is sooner. Notwithstanding sectfen
227.24 (1) (a) and (3) of the statutes, the SEQartment of commerce is not required to
provide evidence that promulgating a rule u&der this subsection as an emergency

rule is necessary for the preservation of the pubhc peace health, safety, or welfare

and is not required to provide a finding of emergency forarule promulgated«under

this subsection. . 2

SECTION 4. Effective date.

(1) This act takes effect on the first day of the 2nd monthbegmmngafter

publication.

(END)



Kreye, Joseph

From: Raschka, Adam

Sent: Thursday, February 16, 2006 2:02 PM
To: Kreye, Joseph

Subject: RE: LRBs0530/1

Thanks Joe. I'll send them over first thing in the morning. The Sgt.'s office has closed for the day.

From: Kreye, Joseph

Sent: Thursday, February 16, 2006 2:01 PM
To: Raschka, Adam

Subject: RE: LRBs0530/1

Adam,

The carry forward provisions are in the sub by way of cross-references to s. 71.28 (4) (f). See, for example, page 3, lines
1 and 2 of LRBs0530/1.

I'l make the other changes. Please send the stripes back for the sub and I'll redraft it.
Joe

Joseph T. Kreye

Senior Legislative Attorney

Legislative Reference Bureau
(608) 266-2263

From: Raschka, Adam

Sent: Thursday, February 16, 2006 1:56 PM
To: Kreye, Joseph

Subject: LRBs0530/1

Joe,

When the bill was originally drafted as a credit, before it was an exemption and now a hybrid of a credit and
exemption, I believe there was a "carry forward" provision which would allow the claimant to file for the
income tax credits into the future. Can we please have this reinserted into LRBs0530/12

Two minor changes for the sake of consistency with the sub already adopted:

Page 9, line 2, before "Internet service" insert "broadband". This is in the language adopted by the committee in
s0430/1 found on page 2, line 24.

Also on page 9, lines 2 and 3, strike "in an area of this state that lacks adequate service" and insert "areas of this
state that are not served by a broadband Internet service provider or are served by not more than one broadband

Internet service provider" This change is also to stay true to the amendment adopted by the committee, page 2,
line 25 to page 3, line 3.

Please give me a call if you have any questions.

Thanks,



Adam

Adam Raschka
Office of Representative Phil Montgomery

Chair - Assembly Energy & Utilities Committee
608-266-5840
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AN ACT to amend 7105 (6) (a) 15., 71.21 (4), 71.26 (2) (a), 71.34 (1) (g), 7145 (2)

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

(3) (es), 71.47 (5e), 71.49 (1) (es), 77.51 (6m) and 77.54 (48) of the statutes;

relating to: an income and franchise tax credit and a sales and use tax

exemption for Internet equipment used in the broadband market.

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. The amount of the credits computed under s. 71.07 (2dd), (2de),
(2di), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), (3g), (3n), (3s), (3t), (5b), and (5d), and (5¢)
and not passed through by a partnership, limited liability company, or tax—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 (5e) of the statutes is created to read:
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71.07 (5e) INTERNET EQUIPMENT CREDIT. (a) Definitions. In this subsection:

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

2. “Internet equipment used in the broadband market” means equipment that
1s capable of transmitting data packets or Internet signals at speeds of at least 200
kilobits per second in either direction.

(b) Filing claims. Subject to the limitations provided in this subsection,
beginning in the first taxable year following the taxable year in which the claimant
claims an exemption under s. 77.54 (48), a claimant may claim as a credit against the
taxes imposed under ss. 71.02 and 71.08, up to the amount of those taxes, in each
taxable year for 2 years, the amount certified by the department of commerce that
the claimant claimed as an exemption under s. 77.54 (48).

(¢c) Limitations. 1. No credit may be allowed under this subsection unless the
claimant satisfies the requirements under s. 77.54 (48).

2. 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 the amounts described 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 interests.

3. The total amount of the credits and exemptions that may be claimed by all
claimants under this subsection and ss. 71.28 (5e), 71.47 (5e), and 77.54 (48) is

$7,500,000, as determined by the department of commerce.
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SECTION 2

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

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

71.10 (4) (gy) Internet equipment credit under s. 71.07 (5e).

SECTION 4. 71.21 (4) of the statutes, as affected by 2005 Wisconsin Act 74, is
amended to read:

71.21 (4) Credits computed by a partnership under s. 71.07 (2dd), (2de), (2di),
(2dj), (2dL), (2dm), (2ds), (2dx), (3g), (3n), (3s), (3t), (5b), (5e), and (5g) and passed
through to partners shall be added to the partnership’s income.

SECTION 5. 71.26 (2) (a) of the statutes, as affected by 2005 Wisconsin Act 74,
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) minus, as provided under s. 71.28 (3) (¢)
7., the amount of the credit under s. 71.28 (3) that the taxpayer added to income
under this paragraph at the time that the taxpayer first claimed the credit plus the
amount of the credit computed under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm),
(1ds), (1dx), (3g), (3n), (3t), (5b), (5e), and (5g) 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
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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 (5e) of the statutes is created to read:

71.28 (5e) INTERNET EQUIPMENT CREDIT. (a) Definitions. In this subsection:

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

2. “Internet equipment used in the broadband market” means equipment that
is capable of transmitting data packets or Internet signals at speeds of at least 200
kilobits per second in either direction.

(b) Filing claims. Subject to the limitations provided in this subsection,
beginning in the first taxable year following the taxable year in which the claimant
claims an exemption under s. 77.54 (48), a claimant may claim as a credit against the
taxes imposed under s. 71.23, up to the amount of those taxes, in each taxable year
for 2 years, the amount certified by the department of commerce that the claimant
claimed as an exemption under s. 77.54 (48).

(¢) Limitations. 1. No credit may be allowed under this subsection unless the
claimant satisfies the requirements under s. 77.54 (48).

2. 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 the amounts described 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 interests.

3. The total amount of the credits and exemptions that may be claimed by all
claimants under this subsection and ss. 71.07 (5e), 71.47 (5e), and 77.54 (48) is
$7,500,000, as determined by the department of commerce.

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

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

71.30 (3) (es) Internet equipment credit under s. 71.28 (5e).

SECTION 8. 71.34 (1) (g) of the statutes, as affected by 2005 Wisconsin Act 74,
1s 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), (1dm), (1ds), (1dx), (3), (3g),
(3n), (3t), (5b), (5e), and (5g) and passed through to shareholders.

SECTION 9. 71.45 (2) (a) 10. of the statutes, as affected by 2005 Wisconsin Act
74, 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), (3n), (5b), (5e), and (5g) 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), (3t), (4), and (5).

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

71.47 (5e) INTERNET EQUIPMENT CREDIT. (a) Definitions. In this subsection:

1. “Claimant” means a person who files a claim under this subsection.
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2. “Internet equipment used in the broadband market” means equipment that
is capable of transmitting data packets or Internet signals at speeds of at least 200
kilobits per second in either direction.

(b) Filing clatms. Subject to the limitations provided in this subsection,
beginning in the first taxable year following the taxable year in which the claimant
claims an exemption under s. 77.54 (48), a claimant may claim as a credit against the
taxes imposed under s. 71.43, up to the amount of those taxes, in each taxable year
for 2 years, the amount certified by the department of commerce that the claimant
claimed as an exemption under s. 77.54 (48).

(¢c) Limitations. 1. No credit may be allowed under this subsection unless the
claimant satisfies the requirements under s. 77.54 (48).

2. 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 the amounts described 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 interests.

3. The total amount of the credits and exemptions that may be claimed by all
claimants under this subsection and ss. 71.07 (5e), 71.28 (5e), and 77.54 (48) is
$7,500,000, as determined by the department of commerce.

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

SECTION 11. 71.49 (1) (es) of the statutes is created to read:
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71.49 (1) (es) Internet equipment credit under s. 71.47 (5e).

SECTION 12. 77.51 (6m) of the statutes is created to read:

77.51 (6m) For purposes of s. 77.54 (48), “Internet equipment used in the
broadband market” means equipment that is capable of transmitting data packets
or Internet signals at speeds of at least 200 kilobits per second in either direction.

SECTION 13. 77.54 (48) of the statutes is created to read:

77.54 (48) (a) The gross receipts from the sale of and the storage, use, or other
consumption of Internet equipment used in the broadband market, if the purchaser
certifies to the department of commerce, in the manner prescribed by the
department, that the purchaser will, within 24 months after the effective date of this
paragraph .... [revisor inserts date], make an investment that is reasonably
calculated to increase broadband Internet availability in this state and in an amount
equal to at least 20 percent of the amount the purchaser would have paid in taxes
imposed under this subchapter for Internet equipment used in the broadband
market during the 12-month period beginning on the effective date of this paragraph
.... [revisor inserts date].

(b) Every person who is required to make the investment under par. (a) shall,
within 60 days after the end of the year in which the investment is made, file a report
with the department of commerce that provides a detailed description of the
investment, including the amount invested. The department of commerce shall
provide copies of the report to the department of administration, the department of
revenue, and the public service commission.

SECTION 14. 77.92 (4) of the statutes, as affected by 2005 Wisconsin Act 74, is

amended to read:
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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
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
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),
(2d), (2d)), (2dL), (2dm), (2dr), (2ds), (2dx), (3g), (3s), (3n), (3t), (5b), (5e), and (5g);
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
employee as defined in section 3121 (d) (3) of the Internal Revenue Code.

SECTION 15. Nonstatutory provisions.

(1) INTERNET EQUIPMENT CREDIT AND EXEMPTION PROGRAM.

(a) Not later than 30 days after the effective date of this subsection, the
department of commerce shall implement a program for certifying businesses as
eligible for tax credits and exemptions under sections 71.07 (5e), 71.28 (5e), 71.47
(5e), and 77.54 (48) of the statutes.

(b) If the department of commerce certifies a business as eligible under
paragraph (a), the department shall determine the maximum amount of tax credits
and exemptions that the business may claim, subject to paragraph (c). The

department of commerce may not allocate tax credits and exemptions to a business
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f unless the allocation of tax credits and exemptions to the business is likely to

JUNIRS ’““'

increase the avallablhty of }[nternet service in .

ﬁd@%ﬁeﬁefw@ sas determined by the department. The total amount of tax credits

and exemptions allocated to all eligible businesses may not exceed $7,500,000. The
department of commerce shall complete the certifications and determinations under
this paragraph and paragraph (a) not later than the first day of the 7th month after
the effective date of this subsection.

(¢c) Not later than 10 days after the department of commerce completes the
certifications and determinations under paragraphs (a) and (b), the department of
commerce shall submit to the joint committee on finance a report identifying the
businesses certified under this subsection and the maximum amount of tax credits
and exemptions each business may claim. If the cochairpersons of the committee do
not notify the department of commerce within 14 working days after the department
of commerce submits the report that the committee has scheduled a meeting to
review the department of commerce’s certifications and determinations, the
department of commerce shall notify the department of revenue of the department
of commerce’s certifications and determination. If, within 14 working days after the
department of commerce submits the report, the cochairpersons of the committee
notify the department of commerce that the committee has scheduled a meeting to
review the proposal, the department of commerce may not notify the department of
revenue of the department of commerce’s certifications and determinations unless
one of the following is true:

1. The committee approves the department of commerce’s certifications and

determinations.
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2. The committee does not hold a meeting to review the proposal within 30 days
after the cochairpersons notify the department of commerce that a meeting has been
scheduled.

(d) Notwithstanding section 227.24 of the statutes, the department of
commerce may promulgate emergency rules necessary to administer this subsection.
Notwithstanding section 227.24 (1) (¢) and (2) of the statutes, emergency rules
promulgated under this subsection remain in effect until the department of
commerce notifies the department of revenue of the department of commerce’s
certifications and determinations, or the first day of the 13th month after the
effective date of this subsection, whichever is sooner. Notwithstanding section
227.24 (1) (a) and (3) of the statutes, the department of commerce is not required to
provide evidence that promulgating a rule under this subsection as an emergency
rule is necessary for the preservation of the public peace, health, safety, or welfare
and 1is not required to provide a finding of emergency for a rule promulgated under
this subsection.

SECTION 16. Effective date.

(1) The treatment of section 77.54 (48) of the statutes takes effect on the first
day of the 2nd month beginning after publication.

(END)



