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Legislative Proposal Summary DRAFT
Wisconsin Department of Revenue
Research and Policy Division

September 22, 2006

TITLE: INCOME SUBTRACTION FOR THE EMPLOYEE SHARE OF HEALTH INSURANCE
PREMIUMS WHEN EMPLOYERS PROVIDE COVERAGE, BUT REQUIRE AN
EMPLOYEE CONTRIBUTION

DESCRIPTION OF CURRENT LAW AND PROBLEM

Current law allows for 100% of health insurance premiums paid by the self-employed to be
subtracted from income when calculating Wisconsin individual income tax. Similarly, a
deduction is allowed for the premiums paid by employees whose employers do not contribute to
health insurance coverage. In 2007 and 2008 a subtraction for health insurance premiums will
be phased in for individuals with no self-employment income and no employer. In 2009 the full
amount of premiums paid by those individuals will be deductible.

In 2009 the only remaining individuals who receive no deduction will be employees whose
employer contributes to the cost of health insurance, but requires the employees to pay for a
portion of the premiums. Consistent tax treatment requires that a subtraction from income be
created for all health insurance premiums paid by individuals, whether or not their employers
provide health insurance coverage. .

RECOMMENDATION FOR ACTION

Create a subtraction from income for health insurance premiums paid by employees whose
employers provide health insurance, but require an employee contribution.

ADMINISTRATIVE IMPACT

Minimal

FAIRNESS/TAX EQUITY

Provides consistent treatment for all health insurance premiurhs paid by individuals.

IMPACT ON ECONOMIC DEVELOPMENT

Minimal

FISCAL EFFECT

The deduction is expected to cost $118 million in FY 2009 and affect 480,000 tax filers. The
estimates are based on the proration of a similar deduction in lowa adjusted for population size
and differences in law.

DRAFTING INSTRUCTIONS

Create a new section within statute 71.05(b)(6)35 to read as follows:



For taxable years beginning after December 31, 2007, an amount paid by an individual who is
the employee of another person if the individual's employer contributesa shares of the cost of
the individual's medical care insurance, for medical care insurance for the individual, his or her
spouse, and the individual's dependents, calculated as follows: :

a. One hundred percent of the amount paid by the individual for medical care insurance. In this
subdivision, "medical care insurance" means a medical care insurance policy that covers the
individual, his or her spouse, and the individual's dependents and provides surgical, medical,
hospital, major medical, or other health service coverage, and includes payments made for
medical care benefits under a self-insured plan, but "medical care insurance" does not include
hospital indemnity policies or policies with ancillary benefits such as accident benefits or
benefits for loss of income resulting from a total or partial inability to work because of illness,
sickness, or injury.

b. From the amount calculated under the subd. a, subtract the amounts deducted from gross
income for medical care insurance in the calculation of federal adjusted gross income.

c. For an individual who is a nonresident or part-year resident of this state, multiply the amount
calculated subd. a or b, by a fraction the numerator of which is the individual's wages, salary, .
tips, unearned income, and net earnings from a trade or business that are taxable by this state
and the denominator of which is the individual's total wages, salary, tips, unearned income, and
net earnings from a trade or business. In this subd. c., for married persons filing separately .
"wages, salary, tips, unearned income, and net earnings from a trade or business” means the
separate wages, salary, tips, unearned income, and net earnings from a trade or business of
each spouse, and for married persons filing jointly "wages, salary, tips, unearned income, and
net earnings from a trade or business" means the total wages, salary, tips, unearned income,
and net earni\ngs from a trade or business of both spouses.

. d. Reduce the amount calculated under subd. 35. a., b., or c. to the individual's aggregate
wages, salary, tips, unearned income, and net earnings from a trade or business that are
taxable by this state. :

EFFECTIVE DATE AND/OR INITIAL APPLICABILITY
“Individual income tax returns filed for taxable years beginning on or after January 1, 2008

INTERESTED/AFFECTED PARTIES

Employees whose employers provide health insurance, but require the employees to pay a
portion of their premiums ' '

DOR GONTACT PERSON

Brad Caruth, (608) 261-8984
bradley.caruth@dor.state.wi.us
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AN Act ...; relating to: creating the individual income tax subtract modification
for medical care insurance costs paid by certain individuals who are employed

by other persons,

®

Analysis by the Legislative Reference Bureau ((;d\x
TAXATION

INCOME TAXATION

Under current law, there is an individual in¢
amount paid by a person for a medical care in
his or her spouse, and the person’s depengdénts if the person’s employer pays no
amount of money toward the person’s medical care insurance. Also under current
law, a similar deduction exists for 1009) of such amounts paid for a medical care
insurance policy by a self-employed person. A similar deduction also exists under
current law for approximately 33 percent of such amounts paid for a medical care
insurance policy by a person who has no employer and no self-employment income,
although this percentage will increase to 100 percent for taxable years beginning
after December 31, 2008. yFor Laxabl £ proars ﬁf;}gj ‘;:2’
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This bill creates an individual income tax deductlonjfor 1009 of the amount 7" "%

paid by an individual for a medical care insurance policy that coversithe individual,
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his or her spouse, and the individual’s dependents if the 1nd1v1dual’s employer pays

a portion of the cost of the individual’s pOllC}(’ ' AR '

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows
clr v =

SECTION 1./ 71.05 (6) (b) 8§/ ffthgstétutes is aglended\i;g read: “"\K
26 ; S
71.05 (6) (b) 3% For taxable years beginning after December 31, @@f}%an

amogriit ﬁp‘(mg ;ﬁyfg}g }2%?1;1?a]Zg};?ig%ﬁanﬁ%%e;io&%&&gvi% M;%Q’KKIQE | applies, who
individual, his or her spouse, and the individual’s dependents, calculated as follows:

a. One hundred percent of the amount paid by the individual for medical care
insurance. In this subdiv‘i/sion, “medical care ins;rance” means a medical care
insurance policy that covers the individual, his or her sp‘louse, and the individual’s
dependénts and provides surgical, medical, hospital, major medical, or other health
service coverage, and includes payments made for medical care benefits under a
self-insured plan, but “medical care insurance” does not include hospital indemnity
policies or policies with ancillary benefits such as accident benefits or benefits for loss
of income resulting from a total or partial inability to work because of illness,
sickness, or injury. , N

b. From the amount calculated under subd. ,ﬁ@/ a., subtract the amounts
deducted from gross income for medical care insurancg in thé calculatibn of federal
adjusted gross income.

c. For an individual who is a nonresident or pa‘/rt—year resident of this state,
multiply the amount calculated under subd. @?f a or b., by a fraction the numerator

of which is the individual’s wages, salary, tips, unearned income, and net earnings

from a trade or business that are taxable by this state and the denominator of which
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SECTION 1

is the individual’s total wages, salary, tips, unearned income, and net earnings from
a trade or business. In this subd. fﬁﬁﬂ, for married persons filing separately “wages,
4
salary, tips, unearned income, and net earnings from a trade or business” means the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married persons filing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or business of both
spouses. ,
v %9
d. Reduce the amount calculated under subd. ﬂg/ a., b., or c. to the individual’s
A

aggregate wages, salary, tips, unearned income, and net earnings from a trade or

business that are taxable by this state.

History: 1987 a. 312; 1987 a. 411 ss. 42, 43, 45, 47 to 49, 51 to 53; 1989 a. 31, 46; 1991 a. 2, 37, 39, 269; 1993 a. 16, 112, 204, 263, 437; 1995 a. 27, 56, 209, 227, 261, 371,
303, 453;1997 a. 27, 35, 39, 237, 1999 a. 9, 32, 44, 54, 65, 167; 2001 a. 16, 104, 105, 109; 2003 a. 85, 99, 119, 135, 183, 255, 289, 321, 326; 2005 a. 22, 25, 216, 254, 335, 361,
79, 483; 5. 13.93 (2) ().

(END)
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Shovers, Marc

From: Easton, Darren - DOA

Sent: Tuesday, January 09, 2007 1:14 PM

To: Shovers, Marc

Subject: FW: LRB Draft: 07-0759/1 Individual income tax subtraction for health insurance premiums paid by employees

who pay part of their premiums
Attachments: 07-0759/1
Hello Marc,

This deduction is to be phased-in over 4 years. Filers will be able to deduct 10% of their premium payments in TY08, 30% in
TYO09, 60% in TY10, and 100% in TY11.

Darren.
6-7597

From: Schlueter, Ron [mailto:Ron.Schlueter@legis.wisconsin.gov]

Sent: Wednesday, November 15, 2006 10:41 AM

To: Easton, Darren ~ DOA

Cc: Koskinen, John - DOA; Hanaman, Cathlene; Palchik, Laurie A - DOA .
Subject: LRB Draft: 07-0759/1 Individual income tax subtraction for health insurance premiums paid by employees who pay part
of their premiums

Following is the PDF version of draft 07-0759/1.

01/09/2007
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~ Ah
AN AcT ...; relating to: creating %ﬂ%ﬂdividual income tax subtract modification
for medical care insurance costs paid by certain individuals who are employed

by other persons.

Analysis by the Legislative Reference Bureau
' TAXATION

INCOME TAXATION

Under current law, there is an individual income tax deduction for 100 percent
of the amount paid by a person for a medical care insurance policy that covers the
person, his or her spouse, and the person’s dependents if the person’s employer pays
no amount of money toward the person’s medical care insurance. Also under current
law, a similar deduction exists for 100 percent of such amounts paid for a medical care
insurance policy by a self-employed person. A similar deduction also exists under
current law for approximately 33 percent of such amounts paid for a medical care
insurance policy by a person who has no employer and no self-~employment income,
although this percentage will increase to 100 percent for taxable years beglnmng
after December 31, 2008. Whichis phase ] ;o Vep -

This bill creates an ‘individual income tax deduction, [for~taxable- years)
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individual for a médical care insurance policy that covers the individual, his or her

spouse, and the individual’s dependents if the individual’s employer pays a portion
- . .. T .
~—of-the cost-of the-individual’s policy—

Because this bill relates to an exemption from state or local taxes, it may be
referred to the Joint Survey Committee on Tax Exemptions for a report to be printed
as an appendix to the bill.

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: ’

,gww{ é@ﬁ@w@ Ja “ii

1 SECTION 1. 71.05 (6) (b) 39. of the statutes is created to read: I, & @@)
2 .71.05 (6) (b) 39. For taxable years beg‘inning after December 31, 2007, ﬁ)an
3 amount paid by an individual who is the employee of another person, if the
4 individual’s employer pays a portion of the cost of the individual’s medical care
5 insurance, for medicalv care insurance for the individual, his or her spouse, and the
6 individual’s dependents, calculated as follows:
7 a Wale jgeregﬁﬁ)f the amount paid by the individual for medical care
8 insurance. In this s‘ubdivision,‘ “medical care insurance” means a medical care
‘9 insurance policy that covers the individual, his or her spouse, and the individual’s
10 dependents and provides surgical, medical, hospital, major medical, or other health
11 service coverage, and includes payments made for medical care benefits under a
12 self-insured plan, but “medical care insurance” does not include hospital indemnity
13 policies or policies with aneillary benefits such as accident benefits or benefits for loss
14 of income reeulting from a total or partial inability to work because of illness,
15 sickness, or injury.’
16 b. From the amount calculated under subd. 39. a., subtract the amounts
17 deducted from gross income for medical care insurance in the calculation of federal

18 adjusted gross income.
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SECTION 1

¢. For an individual who is a nonresident or part-year resident of this state,
multiply the amount calculated under subd. 39. a. or b., by a fraction the numerator
of which i.s the individual’s wages, salary, tips, unearned income, and net earnings
from a trade or business that are taxable by this state and the denominator of which
is the individual’s total wages, salary, tips, unearned income, and net earnings from
atrade or business. In this subd. 39. c., for married persons filing separately “wages,
salary, tips, unearned income, and net earnings from a trade or business” ﬁeans the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married personslfiling jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or bﬁsiness of both
spouses.
| d. Reduce the amount calculated under subd. 39. a., b., or c. to the individual’s
aggregate wages, salary, tips, unearned income, and net earnings from a trade or

business that are taxable by this state.

fotp



10

11
| 12
13
14
15
16
17
18

2007 - 2008 Legislature -2 - : LRB-0759/1
MES:kjf:rs

1nd1v1dual {61 a medlcal care insurance policy that covers the 1nd1v1d'“““édm is or her
spouse, and the individual’s dependents if the 1nd1v1gnal’s employer pays a potrtion
of the cost of the individual’s policy. o
Because this bill relates to an exempt;ten from state or local taxes, it may b
referred to the Joint. Survey Comm1ttee oot Tax Exemptions for a report to be printed
as an appendix to the bill:= e
For further 1nformat10n 1 see thestate ilscal estimate, which will be printed as

an appendix to this blll .

\ The people o; ’the state of Wis W@gnnsu&»represented in senate and assiﬁ% o

._enact as.fo llow

.71.05 (6) (b) @’@/ L(F‘%]r taxable years beginning after December 31, @@@% an
amount paid by an individual ‘WhO is the employee of another person, if the
individual’s employer pays a portion of the cost of the individual’s medical care
insurance, for medicalv care insurance for the individual, his or her spouse, and the

individual’s dependents calculated as follows:

e/ f;flthe amount paid by the individual for medical care
insurance. In this subdivision, “medical care insurance” means a medical care
insurance policy that covers the individual, his or her spouse, and the individual’s
dependents and provides surgical, medical, hospital, major medical, or other health
service coverage, and includes payments made for medical care benefits under a
self-insured plan, but “medical care insurance” does not include hospital indemnity
policies or policies with aneillary benefits such as accident benefits or benefits for loss
of income resulting from a total or partial inability to work because of illness,
sickness, or injury.

b. From the amount calculated under subd. B9/ (a., subtract the amounts
deducted from gross income for medical care insurance in the calculation of federal

adjusted gross income.

| ‘ 4o v 200, nm/iég’i&‘ﬁ”
SECTIOW 1.05 (8) (b) B9/ of the statutes is created to read: ~ J asmuary ¥ /9
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¢. For an individual who is a nonresident or part-year resident of this state,
mulﬁply the amount calculated undexj subd. 3@/ aL.i'gr b., by a fraction the numerator
of which i.s the individual’s wages, salary, tips, ‘unearne_d. income, and net earnings
from a trade or business that are taxable by this state and the denominator of which
is the individual’s total wages, salary, tips, unearned income, and net .earnings from
a trade or business. In this subd. 3%(? c., A’fcgr married persons filing separately “wages,
salary, tips, unearned income, and net earnings from a trade or business” ﬁleans the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married personsvﬁling jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or Business of both
spouses. Y

d. Reduce the amount calculated under subd. 8§/ a., b., or c. to the individual’s

aggregate wages, salary, tips, unearned income, and net earnings from a trade or

business that are taxable by this state.




co‘oo@m LR N S

10
11

| 12
13
14

15

17
18

2007 - 2008 Legislature -2- » LRB-0759/1

MES:kjfirs

jidividualifor a medical care insurance policy that covers the individual, his or her
spouse, and\t@g@g}dual’s dependents if the 1nd1v1dual’s employer pays.a.portion
of the cost of the Individialis-policy. -

Because this bill relates to an- exemption- Ao state or local taxes, it may be
referred to the Joint Survey Commlttee ot axExemptmns for a report to be printed
as an appendix to the bill. o I

For further 1nformat1onﬁsee the state fiscal estimate, WTllCl’l—»Wlll be pr1nted as
an appendix to this b1ll o Bl

:,«"”

a/ct as follows

SECTION‘&/. 71.05 %,65) (b)t&Q/ of the statutes is created to read: =~ Jan uew\f /,

.71.05 (6) (b) 3?/{ For taxable years beginning after December 31,

amount paid by an individual who is the employee of another person, if the
individual’s employer pays a portion of the cost of the individual’s medical care
insurance, for medical. care insurance for the individual, his or her spouse, and the
individual’s dependents, calculated as follows:

@Q}Wﬁ\%ﬁd (éercent of the amount paid by the individual for medical care
insurance. In this subd1v1s1on “medical care insurance” means a medical care
insurance policy that covers the individual, his or her spouse, and the individual’s
dependents and provides surgical, medical, hospital, major medical, or other health
service coverage, and includes payments made for medical care benefits under a
self-insured plan, but “medical care insurance” does not include hospital indemhity_
policies or policies with aneillary benefits such as accident benefits or benefits for loss
of income resulting from a total or partial inability to work because of illness,
sickness, or injury.

b. From the amount calculated under subd. 3%// a., subtract the amounts
deducted from gross income for medical care insurance in the calculation of federal

adjusted gross income.

q” v @@@? %mﬁg @@f@m
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c. For an individual who is a nonresident or part-year resident of this state,

multiply the amount calculated undef subd. 4 b., by a fraction the numerator
of which ils the individual’s wages, salary, ti, unearned income, and net earnings
from a trade or business that are taxable by this state and the denominator of which
is the individual’s total wages, salary, tips, unearned income, and net .earnings from
a trade or business. In this subd. 3@/c., for married persons filing separately “wages,
salary, tips, unearned income, and net earnings from a trade or business” ﬁleans the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married persons‘fﬂing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or Business of both
spouses. | L//

d. Reduce the amount calculated under subd. @?f a., b., or c. to the individual’s
aggregate wages, salary, tips, unearned income, and net earnings from a trade or

business that are taxable by this state.

(END)
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1nd1v1dua1 for.a medical care insurance policy that covers the individual, hlS or Her..
spouse, and the' individual’s dependents if the individual’s employer pays a portion °
of the cost of the 1nd1v1dual’s pollcy

as an appendix to the bill.
For further information- «Be the state f’rseal estlmate which will be printed as
an appendix to thls il ”"”‘@w«,ﬁm

The people of the state of Wisconsin, represented in senate and assembly, do

“ enact as follows:

SECTION ? 71.05 (6) (b) @@[ ? the Statutes is created to read: vl
.711.05 (6) (b) @ qFao‘r taxable years beglnmng after December 31, Wf/ an
amount paid by an individual who is the employee of another person, if the
individual’s employer pays a portion of the cost of the individual’s medical care
insurance, for medicalr care insurance for the individual, his or her spouse, and the
individual’s dependents, calculated as follows:

a. One huﬁfired percent of the amount paid by the individual for medical care
insurance. In this subdivision,. “medical care insurance” means a medical care
insurance policy that covers the individual, his or her spouse, and the individual’s
dependents and provides surgical, medical, hospital, major medical, or other health
service coverage, and includes payments made for medical care benefits under a
self-insured plan, but “medical care insurance” does not include hospital indemnity_
policies or policies with aneillary benefits such as accident benefits or benefits for loss
of income resulting from a total or partial inability to work because of illness,
sickness, or injury. L PN
b. From the amount calculated under subd. 8§/ a., subtract the amounts

deducted from gross income for medical care insurance in the calculation of federal

adjusted gross income.
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¢. For an individual who is a nonresident or part-year resident of this state,
multiply the amount calculated undeli subd. ﬁg/ 2:1. %r b., by a fraction the numerator
of which iAs the individual’s wages, salary, tips, unearned income, and net earnings
from a trade or business that are taxable by this state and the denominator of which
is the individual’s total wages, salary, tips, unearned income, and net earnings from
a trade or business. In this subd. 3@/ c.L{ %i* married persons filing separately “wages,
salary, tips, unearned income, andnnet earnings from a trade or business” ﬁeans the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married persons‘filing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or bﬁsiness of both
spouses.

| 4

d. Reduce the amount calculated under subd.,@?{ a., b., or c. to the individual’s

aggregate wages, salary, tips, unearned income, and net earnings from a trade or

business that are taxable by this state.

(END)
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AN A(%elating to: creating an individual income tax subtract modification

for medical care insurance costs paid by certain individuals who are employed

by other persons.

-Analysis by the Legislative Reference Bureau
TAXATION

INCOME TAXATION

Under current law, there is an individual income tax deduction for 100 percent
of the amount paid by a person for a medical care insurance policy that covers the
person, his or her spouse, and the person’s dependents if the person’s employer pays
no amount of money toward the person’s medical care insurance. Also under current
law, a similar deduction exists for 100 percent of such amounts paid for a medical care
insurance policy by a self-employed person. A similar deduction also exists under
current law for approximately 33 percent of such amounts paid for a medical care
insurance policy by a person who has no employer and no self-employment income,
although this percentage will increase to 100 percent for taxable years beginmng
after December 31, 2008.

This bill creates an individual income tax deduction, which is phased in over
four years, for a certain percentage of the amount that is paid by an individual for
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a medical care insurance policy that covers the individual, his or her spouse, and the
individual’s dependents if the individual’s employer pays a portion of the cost of the
individual’s policy. For taxable year 2008, 10 pencent of the amount paid for such a
policy may be claimed. For taxable year 2009, 88 /percent may be claimed; §# percent
may be claimed in taxable year 2010; and 100 percent may be claimed in 2011 and
thereafter.

Because this bill relates to an exemption from state or local taxes, it may be
referred to the Joint Survey Committee on Tax Exemptions for a report to be printed
as an appendix to the bill.

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) (b) 39. of the statutes is created to read:

71.05 (6) (b) 39. For taxable years beginning after December 31, 2007, and
before January 1, 2009, an amount paid by an individual who is the employee of
another person, if the individual’s employer pays a portion of the cost of the
individual’s medical care insurance, for medical care insurance for the individual, his
or her spouse, and the individual’s dependents, calculated as follows:

a. Ten percent of the amount paid by the individual for medical care insurance.
In this subdivision, “medical care insurance” means a medical care insurance policy
that covers the individual, his or her spouse, and the individual’s dependents and
provides surgical, medical, hospital, major medical, or other health service coverage,
and includes payments made for medical care benefits under a self~insured plan, but
“medical care insurance” does not include hospital indemnity policies or policies with
ancillary benefits such as accident benefits or benefits for loss of income resulting

from a total or partial inability to work because of illness, sickness, or injury.
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SECTION 1

b. From the amount calculated under subd. 39. a., subtract the amounts
deducted from gross income for medical care insurance in the calculation of federal
adjusted gross income.

c. For an individual who is a nonresident or part-year resident of this state,
multiply the amount calculated under subd. 39. a. or b., by a fraction the numerator
of which is the individual’s wages, salary, tips, unearned income, and net earnings
from a trade or business that are taxable by this state and the denominator of which
is the individual’s total wages, salary, tips, unearned income, and net earnings from
atrade or business. In this subd. 39. c., for married persons filing separately “wages,
salary, tips, unearned income, and net earnings from a trade or business” means the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married persons filing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or business of both
spouses.

d. Reduce the amount calculated under subd. 39. a., b., or c. to the individual’s
aggregate wages, salary, tips, unearned income, and net earnings from a trade or
business that are taxable by this state.

© SECTION 2. 71.05 (6) (b) 40. of the statutes is created to read:

71.05 (6) (b) 40. For taxable years beginning after December 31, 2008, and
before January 1, 2010, an amount paid by an individual who is the employee of
another person, if the individual’s employer pays a portion of the cost of the
individual’s medical care insurance, for medical care insurance for the individual, his

or her spouse, and the individual’s dependents, calculated as follows:
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SECTION 2

a. gflﬂﬁ%f percent of the amount paid by the individual for medical care
insurance. In this subdivision, “medical care insurance” means a medical care
insurance policy that covers the individual, his or her spouse, and the individual’s

dependents and provides surgical, medical, hospital, major medical, or other health

" service coverage, and includes payments made for medical care benefits under a

self-insured plan, but “medical care insurance” does not include hospital indemnity
policies or policies with ancillary benefits such as accident benefits or benefits for loss
of income resulting from a total or partial inability to work because of illness,
sickness, or injury.

b. From the amount calculated under subd. 40. a., subtract the amounts
deducted from gross income for medical care insurance in the calculation of federal
adjusted gross income.

c. For an individual who is a nonresident or part—year resident of this state,
multiply the amount calculated under subd. 40. a. or b., by a fraction the numerator
of which is the individual’s Wages,v salary, tips, unearned income, and net earnings
from a trade or business that are taxable by this state and the denominator of which
is the individual’s total wages, salary, tips, unearned incorﬁe, and net earnings from
atrade or business. In thissubd. 40. c., for married persons filing separately “wages,
salary, tips, unearned income, and net earnings from a trade or business” means the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married pérsons filing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or business of both

spouses.
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SECTION 2

d. Reduce the amount calculated under subd. 40. a., b., or c. to the individual’s
aggregate wages, salary, tips, unearned income, and net earnings from a trade or
business that are taxable by this state.

SECTION 3. 71.05 (6) (b) 41. of the statutes is created to read:

71.05 (6) (b) 41. For taxable years beginning after December 31, 2009, and
before J amiary 1, 2011, an amount paid by an individual Whé is the employee of
another person, if the individual’s employer pays a portion of the cost of the
individual’s medical care insurance, for medical care insurance for the individual, his
or her spouse, and the indi %dual’s dependents, calculated as follows:

a.  fiptd per(;vern(DtYZf t‘h\:e Q;mount paid by the individual for medical care
insurance. In this subdivision, “medical care insurance” means a medical care
insurance policy that covers the individual, his or her spouse, and the individual’s
dependents and provides surgical, medical, hospital, major medical, or other health
service coverage, and includes payments made for medical care benefits under a
self-insured plan, but “medical care insurance” does not include hospital indemnity
policies or policies with ancillary benefits such as accident benefits or benefits for loss
of income resulting from a total or partial inability to work because of illness,
sickness, or injury.

b. From the amount calculated under subd. 41. a., subtract the amounts
deducted from gross income for medical care insurance in the calculation of federal
adjusted gross income.

c. For an individual who is a nonresident or part-year resident of this state,
multiply the amount calculated under subd. 41. a. or b., by a fraction the numerator
of which is the individual’s wages, salary, tips, unearned income, and net earnings

from a trade or business that are taxable by this state and the denominator of which
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SECTION 3
is the individual’s total wages, salary, tips, unearned income, and net earnings from
atrade or business. In thissubd. 41. c., for married persons filing separately “wages,
salary, tips, unearned income, and net earnings from a trade or business” means the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married persons filing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or business of both
spouses.

d. Reduce the amount calculated under subd. 41. a., b., or c. to the individual’s
aggregate wages, salary, tips, unearned income, and net earnings from a trade or
business that are taxable by this state.

SECTION 4. 71.05 (6) (b) 42. of the statutes is created to read:

71.05 (6) (b) 42. For taxable years beginning after December 31, 2010, an
amount paid by an individual who is the employee of another person, if the
individual’s employer pays a portion of the cost of the ‘individual’s medical care
insurance, for medical care insurance for the individual, his or her spouse, and the
individual’s dependents, calculated as follows:

o a One hundred percent of the amount paid by the individual for medical care
insurance. In this subdivision, “medical care insurance” means a medical care
insurance policy that covers the individual, his or her spouse, and the individual’s
dependents and provides surgical, medical, hospital, major medical, or other health
service coverage, and includes payments made for medical care benefits under a
self-insured plan, but “medical care insurance” does not include hospital indemnity

policies or policies with ancillary benefits such as accident benefits or benefits for loss



10

11
12
13
14
15
16
17
18
19
20
21

2007 — 2008 Legislature 7= Llfa%ﬁ??ﬁ

SECTION 4

of income resulting from a total or partial inability to work because of illness,
sickness, or injury.

b. From the amount calculated under subd. 42. a., subtract the amounts
deducted from gross income for medical care insurance in the calculation of federal
adjusted gross income.

c. For an individual who is a nonresident or part-year resident of this state,
multiply the amount calculated under subd. 42. a. or b., by a fraction the numerator
of which is the individual’s wages, salary, tips, unearned income, and net earnings
from a trade or business that are taxable by this state and the denominator of which
is the individual’s total wages, salary, tips, unearned income, and net earnings from
a trade or business. In this subd. 42. c., for married persons filing separately “wages,
salary, tips, unearned income, and net earnings from a trade or business” means the
separate wages, salary, tips, unearned income, and net earnings from a trade or
buéiness of each spouse, and for married persons filing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or business of both
spouses.

d. Reduce the amount calculated under subd. 42. a., b., or c. to the individual’s
aggregate wages, salary, tips, unearned income, and net earnings from a trade or
business that are taxable by this state.

(END)
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premiums

FOR 2007-09 BUDGET -- NoT READY FOR INTRODUCTION

AN Act ...; relating to: creating an individual income tax subtract modification
for medical care insurance costs paid by certain individuals who are employed

by other persons.

Analysis by the Legislative Reference Bureau
TAXATION
INCOME TAXATION

Under current law, there is an individual income tax deduction for 100 percent
of the amount paid by a person for a medical care insurance policy that covers the
person, his or her spouse, and the person’s dependents if the person’s employer pays
no amount of money toward the person’s medical care insurance. Also under current
law, a similar deduction exists for 100 percent of such amounts paid for a medical care
insurance policy by a self-employed person. A similar deduction also exists under
current law for approximately 33 percent of such amounts paid for a medical care
insurance policy by a person who has no employer and no self-employment income,
although this percentage will increase to 100 percent for taxable years beginning
after December 31, 2008.

This bill creates an individual income tax deduction, which is phased in over
four years, for a certain percentage of the amount that is paid by an individual for
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a medical care insurance policy that covers the individual, his or her spouse, and the
individual’s dependents if the individual’s employer pays a portion of the cost of the
individual’s policy. For taxable year 2008, 10 percent of the amount paid for such a
policy may be claimed. For taxable year 2009, 25 percent may be claimed; 45 percent
may be claimed in taxable year 2010; and 100 percent may be claimed in 2011 and
thereafter.

Because this bill relates to an exemption from state or local taxes, it may be
referred to the Joint Survey Committee on Tax Exemptions for a report to be printed
as an appendix to the bill.

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) (b) 39. of the statutes is created to read:

71.05 (6) (b) 39. For taxable years beginning after December 31, 2007, and
beforé January 1, 2009, an amount paid by an individual who is the employee of
another person, if the individual’s employer pays a portion of the cost of the
individual’s medical care insurance, for medical care insurance for the individual, his
or her spouse, and the individual’s dependents, calculated as follows:

a. Ten percent of the amount paid by the individual for medical care insurance.
In this subdivision, “medical care insurance” means a medical care insurance policy
that covers the individual, his or her spouse, and the individual’s dependents and
provides surgical, medical, hospital, major medical, or other health service coverage,
and includes payments made for medical care benefits under a self-insured plan, but
“medical care insurance” does not include hospital indemnity policies or policies with
ancillary benefits such as accident benefits or benefits for loss of income resulting

from a total or partial inability to work because of illness, sickness, or injury.
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SECTION 1

b. From the amount calculated under subd. 39. a., subtract the amounts
deducted from gross income for medical care insurance in the calculation of federal
adjusted gross income.

¢. For an individual who is a nonresident or part-year resident of this state,
multiply the amount calculated under subd. 39. a. or b., by a fraction the nﬁmerator
of which is the individual’s Wages, salary, tips, unearned income, and net earnings
from a trade or business that are taxable by this state and the denominator of which
is the individual’s total wages, salary, tips, unearned income, and net earnings from
atrade or business. In this subd. 39. c., for rﬁarried persons filing separately “wages,
salary, tips, unearned income, and net earnings from a trade or business” means the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married persons filing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or business of both
spouses.

d. Reduce the amount calculated under subd. 39. a., b., or c. to the individual’s
aggregate wages, salary, tips, unearned income, and net earnings from a trade or
business that are taxable by this state.

SECTION 2. 71.05 (6) (b) 40. of the statutes is created to read:

71.05 (6) (b) 40. For taxable years beginning after December 31, 2008, and
before January 1, 2010, an amount paid by an individual who is the employee of
another person, if the individual’s employer pays a portion of the cost of the
individual’s medical care insurance, for medical care insurance for the individual, his

or her spouse, and the individual’s dependents, calculated as follows:
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SECTION 2

a. Twenty-five percent of the amount paid by the individual for medical care
insurance. In this subdivision, “medical care insurance” means a medical care
insurance policy that covers the individual, his or her spouse, and the individual’s
dependents and provides surgical, medical, hospital, major medical, or other health
service coverage, and includes payments made for medical care benefits under a
self-insured plan, but “medical care insurance” does not include hospital indemnity
policies or policies with ancillary benefits such as accident benefits or-benefits for loss
of income resulting from a total 61' partial inability to work beéause of illness,
sickness, or injury.

b. From the amount calculated under subd. 40. a., subtract the amounts
deducted from gross income for medical care insurance in the calculation of federal
adjusted gross income.

c. For an individual who is a nonresident or part-year resident of this state,
multiply the amount calculated under subd. 40. a. or b., by a fraction the numerator
of which is the individual’s wages, salary, tips, unearned incomg, and net earnings
from a trade or business that are taxable by this state and the denominator of which
is the individual’s total wages, salary, tips, unearned income, and net earnings from
atrade or business. In thissubd. 40. c., for married persons filing separately “wages,
salary, tips, unearned income, and net earnings from a trade or business” means the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married persons filing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or business of both

spouses.
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SECTION 2

d. Reduce the amount calculated under subd. 40. a., b., or ¢. to the individual’s
aggregate wages, salary, tips, unearned income, and net earnings from a trade or
business that are taxable by this state.

SECTION 3. 71.05 (6) (b) 41. of the statutes is created to read: '

71.05 (6) (b) 41. For taxable years beginning after December 31, 2009, and
before January 1, 2011, an amount paid by an individual who is the employee of
another person, if the individual’s employer pays a portion of the cost of the
individual’s medical care insurance, for medical care insurance for the individual, his
or her spouse, and the individual’s dependents, calculated as follows:

a. Forty-five percent of the amount paid by the individual for medical care
insurance. In this subdivision, “medical care insurance” means a medical care
insurance policy that covers the individual, his or her spouse, and the individual’s
dependents and provides surgical, medical, hospital, major medical, or other health
service coverage, and includes payments made for medical care benefits under a
self-insured plan, but “medical care insurance” does not include hospital indemnity
policies or policies with ancillary benefits such as accident benefits or benefits for loss
of income vresulting frbm a total or partial inability to work because of illness,
sickness, or injury.

b. From the amount calculated under subd. 41. a., subtract the amounts
deducted from gross income for medical care insurance in the calculation of federal
adjusted gross income.

c. For an individual who is a nonresident or part-year resident of this state,
multiply the amount calculated under subd. 41. a. or b., by a fraction the numerator
of which is the individual’s wages, salary, tips, unearned income, and net earnings

from a trade or business that are taxable by this state and the denominator of which
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SECTION 3
is the individual’s total wages, salary, tips, unearned income, and net earnings from
atrade or business. In this subd. 41. c., for married persons filing separately “wages,
salary, tips, unearned income, and net earnings from a trade or business” means the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married persons filing jointly “wages, salary, tips,
unearned income, and net earﬁings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or business of both
spouses.

d. Reduce the amount calculated under subd. 41. a., b., or c. to the individual’s
aggregate wages, salary, tips, unearned income, and net earnings from a trade or
business that are taxable by this state.

SECTION 4. 71.05 (6) (b) 42. of the statutes is created to read:

71.05 (6) (b) 42. For taxable years beginning after December 31, 2010, an
amount paid by an individual who is the employee of another person, if the
individual’é employer pays a portion of the cost of the individual’'s medical care
insurance, for medical care insurance for the individual, his or her spouse, and the
individual’s dependents, calculated as follows:

a. One hundred percent of the amount paid by the individual for medical care
insurance. In this subdivision, “medical care insurance” means a medical care
insurance policy that covers the individual, his or her spouse, and the individual’s
dependents and provides surgical, medical, hospital, major medical, or other health
service coverage, and includes payments made for medical care benefits under a
self-insured plan, but “medical care insurance” does not include hospital indemnity

policies or policies with ancillary benefits such as accident benefits or benefits for loss
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SECTION 4

of income resulting from a total or partial inability to work because of illness,
sickness, or injury.

b. From the amount calculated under subd. 42. a., subtract the amounts
deducted from gross income for medical care insurance in the calculation of federal
adjusted gross income.

c. For an individual who is a nonresident or part-year resident of this state,
multiply the amount calculated under subd. 42. a. or b., by a fraction the numerator
of which is the individual’s wages, salary, tips, unearned income, and net earnings
from a trade or business that are taxable by this state and the denominator of which
is the individual’s total wages, salary, tips, unearned income, and net earnings from
a trade or business. In this subd. 42, c., for married persons filing separately “wages,
salary, tips, unearned income, and net earnings from a trade or business” means the
separate wages, salary, tips, unesrned income, and net earnings from a trade or
business of each spouse, and for married persons filing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or business of both
spouses.

d. Reduce the amount célculated under subd. 42. a., b., or c. to the individual’s
aggregate wages, salary, tips, unearned income, and net earnings from a trade or
business that are taxable by this state.

(END)



