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Senate
Record of Committee Proceedings

Committee on Job Creation, Economic Development and Consumer Affairs

Senate Bill 9
Relating to: reducing the amount of the estate tax imposed by the state.
By Senators Roessler, Zien, A. Lasee and Stepp; cosponsored by Representatives Jensen, Rhoades,
Ainsworth, Owens, Jeskewitz, McCormick, Townsend, Freese, Hahn, Kreibich, F. Lasee, Lothian, Musser,
Nischke, Petrowski, Van Roy, Vos, Ziegelbauer and Nass.

:':.‘

April 07, 2005 Referred to Committee on Job Creation, Economic Development and Consumer
Affairs.
April 19, 2005 PUBLIC HEARING HELD

Present:  (5) Senators Kanavas, Zien, Reynolds, Lassa and Decker.
Absent: () None.

Appearances For

o Mr. Steve Baas, Milwaukee — Metropolitan Milwaukee Association of
Commerce

Appearances Against
. Ms. Sherrie Gates-Hendrix, Madison — Department of Revenue

Appearances for Information Only
. None.

Registrations For

. Mr. James Buchen, Madison — Wisconsin Manufacturers and Commerce
. Carol Roessler, Madison — Senator

. Ms. Kathi Kilgore, Madison — Wisconsin Innkeepers Association

. Mr. Mike Semman — Wisconsin Bankers Association

. Mr. Paul Zimmerman, Madison — Wisconsin Farm Bureau

. Robin Vos — Representative

Registrations Against
. None.




May 4, 2006 Failed to pass pursuant to Senate Joint Resolution 1.

James Michel
Committee Clerk




History of Proposal August 28, 2012

SENATE BILL 9 (LRB -1062)

An Act to renumber and amend 72.02; and to create 72.02 (2) of the statutes; relating to: reducing the amount of the estate tax
imposed by the state. (FE)

2005
01-18.

01-18.

01-31.
04-07.

04-18.
04-19.
04-29.
2006
05-11.

S.

Introduced by Senators Roessler, Zien, A. Lasee and Stepp; cosponsored by Representatives Jensen,
Rhoades, Ainsworth, Owens, Jeskewitz, McCormick, Townsend, Freese, Hahn, Kreibich, F.
Lasee, Lothian, Musser, Nischke, Petrowski, Van Roy, Vos, Ziegelbauer and Nass.

Read first time and referred to committee on Veterans, Homeland Security, Military Affairs, Small
Business and Government ReFOIM ...t s ab et s e aeen 39

Fiscal estimate received.

Pursuant to Senate Rule 46 (2)(c), withdrawn from the committee on Veterans, Homeland Security,
Military Affairs, Small Business and Government Reform and rereferred to the committee on Job
Creation, Economic Development and Consumer Affairs ...

Senate amendment | offered by Senator Roessler (LRB a0414)

Public hearing held.

Fiscal estimate received.

Failed to pass pursuant to Senate Joint Resolution 1 ...t 853
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State of Wisconsin e DEPARTMENT OF REVENUE

2135 RIMROCK RD. « P.O. BOX 8933 « MADISON, WISCONSIN 53708-8933
PHONE (608) 266-6466 « FAX (608) 266-57 18 « hitp:/iwww.dor state.wi.us

Jim Doyle Michael L. Morgan
Governor Secretary of Revenue

Senate Job Creation, Economic Development and Consumer Affairs Committee Hearing,
April 19, 2005

Senate Bill 9 — Phase out estate tax over 2 years (Senator Roessler)
Senate Bill 16 — Phase out the estate tax over 3 years (Senator Kanavas)
Senate Bill 35 — Eliminating the estate tax (Senator Leibham)

Description of Current Law and Proposed Change

Under current Wisconsin law, the estate tax for deaths occurring from October 1, 2002 through
December 31, 2007, is equal to the federal credit allowed for state estate taxes in effect for
deaths on December 31, 2000. After 2007, Wisconsin will conform to federal law and because
of provisions in the federal estate tax law the state will impose no estate tax for deaths occurring
after 2007. The Wisconsin estate tax is due nine months after the date of death, and therefore,
EE initial collections from the tax will end on September 30, 2008.

Senate Bill 9 would reduce the estate tax by 33.3% for deaths occurring in 2006 and by 66.7%
for deaths occurring in 2007. This bill would reduce Wisconsin's estate tax collections for the
final two years (2006 and 2007) in which Wisconsin does not conform to current federal estate
tax law but would have no effect on deaths occurring in 2008 and thereafter.

Senate Bill 16 would reduce the estate tax by 25% for deaths occurring in 2005, 50% for deaths
occurring in 2006, and by 75% for deaths occurring in 2007. This bill would reduce Wisconsin's
estate tax collections for the remaining three years (2005 through 2007) in which Wisconsin
does not conform to current federal estate tax law but would have no effect on deaths occurring
in 2008 and thereafter.

Senate Bill 35 would repeal the estate tax beginning with deaths occurring on January 1, 2006.
The state would lose collections from October 1, 2006 through September 30, 2008. Unlike
Senate Bills 9 and 186, this bill would permanently repeal the Wisconsin estate tax. Wisconsin is
currently scheduled to return to federal estate tax law beginning with deaths occurring in 2008.
When this happens, Wisconsin's estate tax will be repealed since the federal credit in effect for
deaths after the year 2000 is zero. However, the federal estate tax changes are sunsetted, and
barring further law changes, the federal estate tax will be restored in 2011 along with the
Wisconsin estate tax, unless Senate Bill 35 is adopted. If this bill is adopted, and even if the
federal estate tax is restored, the Wisconsin estate tax would remain permanently repealed.




Fairness/Tax Equity

The estate tax is highly progressive. Wisconsin's estate tax is imposed only when an estate
has a value exceeding $675,000. Only about 1,500 to 2,000 estates each year have values
this high and are subject to the Wisconsin estate tax. The state must weigh the benefits of
providing a tax reduction to the heirs of these estates against the reduction in government
services or increases in other taxes that would potentially affect a much larger share of the
population.

Impact on Economic Development

There is some concern that too many elderly are leaving the state because of the state's tax
treatment. However, data obtained from the U.S. Census Bureau suggests that this is not
the case, particularly in comparison with other states. According to the Census Bureau,
Wisconsin ranked 33™ in the United States for elderly net migration from 1995 to 2000.

Comparison of elderly migration patterns provides little evidence that tax treatment has a
significant impact on residence decisions by the elderly. According to the Census Bureau,
the net migration rates of elderly persons were negative for 1995 to 2000 — more elderly
moving out than in — for Wisconsin and its four neighboring states, but Wisconsin had the
lowest rate, -5.6 per 1,000 people. Most of Wisconsin's elderly left the state from ages 65 to
84. After age 85, Wisconsin has a positive rate of migration — more elderly moving back
than leaving — and among Wisconsin's neighbors, only Minnesota had more elderly
returning after age 85. From 1995 to 2000, Wisconsin had a positive rate of migration for
elderly over age 85 of 5.4 per 1,000 second only to Minnesota with 9.4 per 1,000.

Although taxes are one factor retirees consider when deciding where to live, climate,
location of relatives, and quality and availability of health care and public services are also
important.

In contrast to elderly migration, Wisconsin has a high rate of migration of young people.
According to the U.S. Bureau of the Census, Wisconsin loses a substantial share of its
younger working population. From 1995 to 2000, the migration rate of young (ages 25-39),
single and college-educated persons for Wisconsin was -107.7 per 1,000 people.
Minnesota and lllinois had positive rates, 15.5 and 12.4 per 1,000 respectively; Michigan's
rate was negative, -86.7, but not as low as Wisconsin's, and lowa's rate was -220.1.
Wisconsin ranked 35" among the 50 states and the District of Columbia.

Administrative Impact/Fiscal Effect

[ ]

Senate Bill 9 would reduce estate tax revenues by approximately $109 million from FY07
through FY09. It is estimated that the bill will reduce FYO7 collections by $30 million,
attributable to the 33.3% reduction in the tax for deaths occurring in 2008. The bill will
reduce FYO08 collections by an estimated $76 million, $11 million attributable to the 33.3%
reduction in the tax for deaths occurring in 2006 and $65 million attributable to the 66.7%
reduction in the tax for deaths occurring in 2007. The bill will also reduce FYO09 collections
by an estimated $2.8 million, attributable to the 66.7% reduction in the tax for deaths
occurring in 2007.




3

e Senate Bill 16 would reduce estate tax revenues by approximately $165.5 million from FY06
through FY09. Collections will decrease by $21 million in FY06, $52.5 million in FY07, $89
million in FY08 and, $3 million in FYQ9.

e Senate Bill 35 would reduce estate tax revenues by approximately $226 million from FY07
through FY09. Estate tax collections are expected to be $122 million in FY07, $130 million
in FY08, and $4 million in FY09. Therefore, the fiscal effect of this bill would be $92 million

in FY07 (collections in the final nine months of the fiscal year), $130 million in FY08, and $4
million in FY09.

DOR Position

o Oppose. The fiscal effects are significant and the Department continues to review the
impact of the estate tax.

Prepared by: Kirstin Nelson, (608) 261-8984
April 13, 2005
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+  Metropolitan
" Milwaukee
Association of
4 Commerce

Council of Small Business Executives

TESTIMONY ON REPEAL OF THE ESTATE TAX
Steve Baas
Government Affairs Director, MMAC
April 19, 2005

Good afternoon Mr. Chairman and members.
The MMAC is pleased to support SB 9, SB 16, and SB 35.

In 2002, the MMAC Board adopted a “Blueprint for Economic Prosperity.” Our goal
was to create an ongoing strategic vision to empower the metro Milwaukee area to
compete more successfully in the global marketplace of the 21* Century. [ have
provided a copy of this Blueprint for committee members.

Our Blueprint was dividend into five general areas: Education, Infrastructure, Health
care, Diversity and Taxes.

One of the priorities in the taxes section was the elimination of the estate tax. SB 9, SB
16 and SB 35 all accomplish this goal. While our preference would naturally be
complete elimination immediately, we understand the fiscal challenges facing the state
and would support either of the bills that phase in estate tax elimination as well.

Our opposition to the estate tax, or “death tax™ as some have called it is both
philosophical and practical.

On a philosophical level we believe it is wrong to use the tax code to penalize economic
success and prudent fiscal planning. As a state and as a society, we should be
encouraging initiative and celebrating success not penalizing it.

On a practical level, at a time when Wisconsin should be trying to attract new jobs and
new investment, the death tax creates a disincentive to companies locating their
operations and especially their upper management jobs in our state. Further, at a time
when we profess a concern over the “brain drain,” maintaining a death tax provides just
one more reason for high skilled individuals to take their skills, their creativity, their
carning potential, and their wealth to other states.

Once again, the MMAC is supportive of these measures to eliminate the estate tax. From
our standpoint, the sooner the tax is eliminated the better for Wisconsin citizens and
Wisconsin’s economy.

["d be happy to answer any questions you might have.

HiH
www.mmac.org
736 North Milwaukee Street, Suite 400 « Milwaukee, Wisconsin 33202
Phone (414) 2874100 Fuax (414} 271-7753
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Erosion of Estate Tax Is a Lesson in Politics A
A Break for the Well-to-Do Becomes an Everyman Issue

By Jonathan Weisman G reat

Washington Post Staff Writer

Wednesday, April 13, 2005; Page EO1 Dea '!
In 1992, when heirs to the Mars Inc. fortune joined a few other wealthy Anyway you
families to hire the law firm Patton Boggs LLP to lobby for estate tax repeal, look at it.

the joke on K Street was that few Washington sightseers had paid so much for
a fruitless tour of the Capitol.

Today, the House is expected to vote to permanently repeal the estate tax,
moving the Mars candy, Gallo wine and Campbell soup fortunes one step
closer to a goal that once seemed quixotic at best: ending all taxation on
inheritances.

"I think this train has an awful lot of momentum," said Yale University law
professor Michael J. Graetz, a former senior official in the Treasury
Department of President George H.W. Bush. -

Last month, Graetz and Yale political scientist lan Shapiro published "Death
By A Thousand Cuts," chronicling the estate tax repeal movement as "a
mystery about politics and persuasion.”

"For almost a century, the estate tax affected only the richest 1 or 2 percent of
citizens, encouraged charity, and placed no burden on the vast majority of
Americans," they wrote. "A law that constituted the blandest kind of common
sense for most of the twentieth century was transformed, in the space of little
more than a decade, into the supposed enemy of hardworking citizens all over e

this country."” | -
dollar.comy” @

Kome of Qur Lowest Rutes~

The secret of the repeal movement's success has been its appeal to principle
over economics. While repeal opponents bellowed that only the richest of the
rich would ever pay the estate tax, proponents appealed to Americans' sense of fairness, that individuals
have the natural right to pass on their wealth to their children.

The most recent Internal Revenue Service data back opponents' claims. In 2001, out of 2,363,100 total
adult deaths, only 49,911 -- 2.1 percent -- had estates large enough to be hit by the estate tax. That was
down from 2.3 percent in 1999. The value of the taxed estates in 2001 averaged nearly $2.7 million.

Congressional action since 2001 will likely bring down the number
of taxable estates still further. President Bush's 10-year, $1.35
trillion tax cut in 2001 began a decade-long phase-out of the estate
tax. The portion of an estate exempted from taxation was raised
from $675,000 in 2001 to $1.5 million in 2004. Next year, the
exemption will rise to $2 million for individuals and $4 million for
couples.

http://www.washingtonpost.com/ac2/wp-dyn/A48025-2005Apr12?language=printer 04/13/2005
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. The impact has been clear, tax policy analysts say. The number of
A Dwindling Share estates filing tax returns is falling sharply, from 123,600 in 2000 to

;:: :;mﬁ?c?ma;oﬁu::: :ﬁfd an expected 63,800 this year. And only a small fraction of those will
actually be taxed.

Number of estate tax forms filed

20 G , ~|Under the 2001 legislation, however, all of the tax cuts, including
S e the estate tax's repeal, would be rescinded in 2011. The vote today is

120 - the first to address the sunset provisions.

100- -~ -~ House Democrats, led by Rep. Earl Pomeroy (D-N.D.), today will

e ¢ | propose permanently raising the exclusion to $3.5 million -- $7
8- - - - ———{ Imillion for couples. That would be enough to exempt 99.7 percent of
: ‘ all estates. The Pomeroy bill would cost the Treasury $72 billion

60 - S TR over 10 years, compared with the $290 billion price tag of a full
- - . . |repeal through 2015, according to the Joint Committee on Taxation.
20 SN S S | - - |"The ideological fervor that is admittedly still pretty strong in some
1 B 1 quarters is now being tempered by the runaway debt that is weighing
0.

; T g : down this country," said Pomeroy, who thinks voters are ready for a

'00 01 02 ‘03 '04* ‘05" |compromise.

¢ projectsd

RECLInGerl Peysass Seizies TMEWASHIRGTOR POST Tndeed, Senate Majority Leader Bill Frist (R-Tenn.) has asked Sen.
Jon Kyl (R-Ariz.), a repeal proponent, to find a compromise that

could win a filibuster-proof 60 votes in the Senate this year, even if it falls short of full repeal.

A compromise that includes any estate tax, no matter how small, may fail if the fervent repeal coalition
holds firm, Graetz said. Repeal opponents have been unable to whip up big support, he said, because
they never made the emotional case that the American belief in equal opportunity runs counter to the
existence of an aristocracy born to inherited riches. Paris Hilton, who inherited her wealth and now
famously enjoys spending it, could have been their counter to the small-business owners and family
farmers whom repeal proponents held up as the victims of the tax.

"The public doesn't believe people should be taxed at the time of death, whether they are paupers or
billionaires," said Frank Luntz, a Republican pollster who has been working on estate tax repeal for a
decade. "Compromise is very difficult because the public doesn't want it to exist."

It is that sentiment that the fledgling repeal forces tapped into when they mobilized more than a decade
ago. A little-known Southern California estate planner named Patricia Soldano launched her repeal
effort with the backing of about 50 wealthy clients, with the Gallo and Mars families leading the way.
Other contributors included the heirs of the Campbell soup and Krystal hamburger fortunes. Frank
Blethen, whose family controls the Seattle Times Co., was also pivotal.

The effort caught fire when small-business groups such as the National Federation of Independent
Business and agriculture groups led by the National Cattlemen's Beef Association joined in.

By 1994, Newt Gingrich's Republican insurgents had latched onto the estate tax issue, but the Contract
With America called for an estate tax reduction, not repeal. In 1995, Luntz poll-tested the term "death

tax" and advised the new GOP majority to never use the terms "inheritance" or "estate tax" again.

By then, Soldano's Policy and Taxation Group was spending more than $250,000 a year on lobbying. A
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parade of small-business owners and family farmers appealed to their congressmen, worried that they
could not pass on their enterprises to their children, even though most of them would not be affected by
the tax.

"There's been a sustained, determined campaign of misinformation that in the end has left the American
people with a very different notion of what the estate tax is and does than actually exists," Pomeroy said.

But ultimately, whether people believe the estate tax will affect them has little bearing on support for
repeal. Early this year, with Soldano's money, Luntz again began polling, this time in the face of record
budget deficits and lingering economic unease. More than 80 percent called the taxation of inheritances
"extreme." About 64 percent said they favored "death tax" repeal. Support fell to a still-strong 56
percent when asked whether they favored repeal, even if it temporarily boosted the budget deficit.

Democrats "still don't get it," Graetz said. "The politics are still very powerful."
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