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AN ACT to repeal 71.07 (5n) (a) 2., 71.07 (5n) (a) 3., 71.10 (4) (cr), 71.28 (5n) (a)
2.,71.28 (5n) (a) 3., 71.30 (3) (dn), 71.47 (5n) and 71.49 (1) (dn); to renumber
71.07 (5n) (d) and 71.28 (5n) (d); to renumber and amend 71.21 (4); to amend
71.05 (6) (a) 15., 71.07 (5n) (title), 71.07 (5n) (b) (intro.), 71.26 (2) (a) 4., 71.28
(5n) (title), 71.28 (5n) (b) (intro.), 71.34 (1k) (g) and 71.45 (2) (a) 10.; and to
create 71.05 (6) (a) 25., 71.07 (5n) (a) 2m., 71.07 (5n) (a) 3m., 71.07 (5n) (a) 4.,
71.07 (5n) (d) 2., 71.21 (4) (b), 71.26 (2) (a) 11., 71.28 (5n) (a) 2m., 71.28 (5n) (a)
3m., 71.28 (5n) (a) 4., 71.28 (5n) (d) 2. and 71.34 (1k) (m) of the statutes;
relating to: technical changes to the qualified production activities income and

franchise tax credit.

Analysis by the Legislative Reference Bureau

Thisis a preliminary draft. An analysis will be provided in a subsequent version
of this draft.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
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SEcTION 1

1 SECTION 1. 71.05 (6) (a) 15. of the statutes, as affected by 2011 Wisconsin Act
2 32, is amended to read:

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

3

4 (2d1), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), (2dy), (3g), (3h), (3n), (3p), (3q), (3r),
5 (3rm), (3rn), (3s), (3t), (3w), (5e), (5f), (5h), (51), (5)), (5k), 58); (5r), (5rm), and (8r) and
6

not passed through by a partnership, limited liability company, or tax-option

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

8 tax-option corporation’s income under s. 71.21 (4) or 71.34 (1k) (g).

9 SECTION 2. 71.05 (6) (a) 25. of the statutes is created to read:
10 71.05 (6) (a) 25. The amount computed under s. 71.07 (5n) in the previous
11 taxable year and not passed through by a partnership, limited liability company, or
12 tax-option corporation that has added that amount to the partnership’s, company’s,
13 or tax-option corporation’s income under s. 71.21 (4) (a) or 71.34 (1k) (m) and not
14 included in federal adjusted gross income.
15 SECTION 3. 71.07 (5n) (title) of the statutes, as created by 2011 Wisconsin Act

32, is amended to read:
71.07 (5n) (title) QUALIFIED PRODUCTION MANUFACTURING AND AGRICULTURAL

ACTIVITIES CREDIT. g

ECTION 4. 71.07 (5n) (a) 2. of the statutes, as created by 2011 Wisconsin Act \}

32, is repealed. /

20 )
//
21 SECTION 5. 71.07 (5n) (a) 2m. of the statutegs is created to read: .
tion gross receipts” means receipts from the lease,

SECTION 6. 71.07 (5n) (a) 3. of the statutes, as created by 2011 Wisconsin Act

32, is repealed.
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SECTION 7

SECTION 7. 71.07 (5n) (a) 3m. of the statutes is createm

of the claimant’s production gross receipts for the taxable year that exceeds the sum
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of the cost of goods sold that are allocable to such receipts, as determined under par.
(d) 2., and the direct and indirect expenses, losses, and deductions that are allocable
to such receipts, as determined under par. (d) 2. “Qualified production activities
income” does not include any of the following:

a. Income from film production.

b. Income from producing, transmitting, or distributing electricity, natural gas,
or potable water. | |

c. Income from constructing real property.

d. Income from engineering or architectural services performed with respect
to constructing real property.

e. Income from the sale of food and beverages prepared by the claimant at a
retail establishment.

f. Income from the lease, rental, license, sale, exchange, or other disposition of

land.

I

71.07 (5n) (a) 444, Qualified production property” means@lgible personal

(9

by the claimant on property that is assessed as

property manufactured
manufacturing property under s. 70.995 ;:, gible personal property produced,
grown, or extracted by the claimant on or froﬁ ﬁroperty assessed as agricultural
property under s. 70.32 (2) (a) 4.

SECTION 9. 71.07 (5n) (b) (intro.)\/of the statutes, as created by 2011 Wisconsin

Act 32, is amended to read:

’CTION 8. 71.07 (5n) (a) 4. of the statutes is created to: Im(( WWJ%”WZ



2011 - 2012 Legislature -4 - LRB-3906/P1
JK:jld:rs

SECTION 9

71.07 (5n) (b) Filing claims. (intro.) Subject to the limitations provided in this
subsection, a claimant may claim as a credit against the tax imposed under s. 71.02,
up to the amount of the tax, an amount equal to one of the following percentages of
the claimant’s eligible qualified production activities income in the taxable year:

SECTION 10. 71.07 (5n) (d) of the statutes, as created by 2011 Wisconsin Act 32,
is renumbered 71.07 (5n) (d) 1.

SECTION 11. 71.07 (5n) (d) 2. of the statutes is created to read:

71.07 (5n) (d) 2. purposes of determining a claimant’s qualified

production activities income under this subsection, the claimant shall multiply the

10 Wction gross receipts by a fraction consisting of a numerator that is

11
12
13
14
15
16
17
18
19
20
21
22
23

24

the average value of the claimant’s real and tangible personal manufacturing
property assessed under s. 70.995 or agricultural property assessed under s. 70.32
(2) (a) 4. that is owned or rented by the claimant during the taxable year and used
by the claimant to produce qualified production property; and a denominator that is
the average value of all the claimant’s real property and tangible personal property
that is owned or rented by the claimant during the taxable year.

b. For purposes of subd. 2. a., property owned by the claimant is valued at its
original cost and property rented by the claimant is valued at an amount equal to the
annual rental paid by the claimant, less any annual rental received by the claimant
from sub-rentals, multiplied by 8.

c. For purposes of subd. 2. a., if property is acquired and disposed of during the
taxable year, the average value of property is determined by averaging the values at
the beginning and ending of the taxable year, except that the secretary of revenue

may require the averaging of monthly values during the taxable year, if such

——
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averaging is reasonably required to properly reflect the average value@
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claimant’s prope

SEcTION 11

R 52 )/
SECTION 12. 71.10 (4) (cr) of the statutes, as created by 2011 Wisconsin Act 32,

is repealed.

SECTION 13. 71.21 (4) of the statutes, as affected by 2011 Wisconsin Act 32, is

renumbered 71.21 (4) (a) and amended to read: W

e o of ML
71.21 (4) (a) G-Peéi-zj/é)mputed by a parLtnership under s. 71.07 (2dd), (2de),

(2di), (2dj), (2dL), (2dm), (2ds), (2dx), (2dy), (3g), (3h), (83n), (3p), (3q), (3r), (3rm),

(3rn), (3s), (3t), (3w), (5e), (50), (5g), (5h), (51), (5), (5k), 5n); (5r), (5rm), and (8r) and

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

SEcCTION 14. 71.21 (4) (b) _ the sttutes 1s created to read:

71.21 (4) (b) fi?reé_hts) omputed by a partnership under s. 71.07 (5n) in the

previous year and not included in federal ordinary business income shall be added

to the partnership’s income.

SECTION 15. 71.26 (2) (a) 4. of the statutes, as affected by 2011 Wisconsin Act

32, 1s amended to read:

71.26 (2) (a) 4. Plus the amount of the credit computed under s. 71.28 (1dd),

(1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), (1dy), (3g), (3h), (3n), (3p), (3q), (31),

(3rm), (3rn), (3t), (3w), (5e), (5f), (5g), (5h), (51), (5j), (5k), (5n); (5r),k (5rm), (8r), and

(9s) 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 unders. 71.21 (4) or 71.34 (1k)

(8).

SECTION 16. 71.26 (2) (a) 11. of the statutes is created to read:
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SECTION 16

71.26 (2) (a) 11. Plus the amount computed under s. 71.28 (5n) in the previous
taxable year that is not included in federal taxable income.

SECTION 17. 71.28 (5n) (title) of the statutes, as created by 2011 Wisconsin Act

32, is amended to read:

71.28 (5n) (title) QUALIFIBED-PRODUCTION MANUFACTURING AND AGRICULTURAL

ACTIVITIES CREDIT.

ECTION 18. 71.28 (5n) (a) 2. of the statutes, as created by 2011 Wisconsin Act
32, is repealed.

SECTION 19. 71.28 (5n) (a) 2m. of the statutes is created to read:

71.28 (5n) (a) 2mfy“Production gross receipts” means receipts from the lease,

rental, license, sale, exchange, or other disposition of qualified production proper

SECTION-20."71°28 (5n) (a) 3. of the statutes, as created by 20 1Sconsin
32, is repealed.

SECTION 21. 71.28 (5n) (a) 3m. of the statutes is created to read:

71.28 (5n) (a) 3y “Qualified production activities income” means the amount

of the claimant’s productioti gross receipts for the taxable year that exceeds the sum
of the cost of goods sold that are allocable to such receipts, as determined under par.
(d) 2., and the direct and indirect expenses, losses, and deductions that are allocable
to such receipts, as determined under par. (d) 2. “Qualified production activities
income” does not include any of the following:

a. Income from film production.

b. Income from producing, transmitting, or distributing electricity, natural gas,
or potable water.

¢. Income from constructing real property.
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SEcTION 21

d. Income from engineering or architectural services performed with respect
to constructing real property.

e. Income from the sale of food and beverages prepared by the claimant at a
retail establishment.

f. Income from the lease, rental, license, sale, exchange, or other disposition of

SECTION 22. 71.28 (5n) (a) 4. of the statutes is created to read:) \({ we
A

ualified production property” meanﬁangible personal
N a"

property manufactured by the claimant in whole or in signiﬁcan%part on property

71.28 (5n) (a)

that is assessed as manufacturing property under s. 70.998%@&6 personal
“%y.
property produced, grown, or extracted on or from property assessed as agricultural

property under s. 70.32 (2) (a) 4.

it s
AP

Act 32, is amended to read:

71.28 (5n) (b) Filing claims. (intro.) Subject to the limitations provided in this
subsection, a claimant may claim as a credit against the tax imposed under s. 71.02,
up to the amount of the tax, an amount equal to one of the following percentages of

the claimant’s eligible qualified production activities income in the taxable year:

SECTION 24. 71.28 (5n) (d) of the statutes, as created by 2011 Wisconsin Act 32,
is renumbered 71.28 (5n) (d) 1.

SECTION 25. 71.28 (5n) (d) 2. of the statutes is created to read:

71.28 (5n) (d) . @) For purposes of determining a claimant’s qualified

production activities income under this subsection, the claimant shall multiply the

claimant’s pfoduction gross receipts by a fraction consisting of a numerator that is

e average value of the claimant’s real and tangible personal manufacturing

i

!
1
i

;
f
1

land. }/" f%’ 1o ﬁ,f}’ ‘

S ——
ECTION 23. 71.28 (5n) (b) (intro.) of the statutes, as created by 2011 Wisconsin ‘}’

i
i
H
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}/\ SECTION 25

’mrty assessed und Mmultural property assessed under s. 70.32

(2) (a) 4. that is owned or rented by the claimant during the taxable year and used
by the claimant to produce qualified production property; and a denominator that is
the average value of all the claimant’s real property and tangible personal property
that is owned or rented by the claimant during the taxable year.

b. For purposes of subd. 2. a., property owned by the claimant is valued at its
original cost and property rented by the claimant is valued at an amount equal to the
annual rental paid by the claimant, less any annual rental received by the claimant
from sub-rentals, multiplied by 8.

c. For purposes of subd. 2. a., if property is acquired and disposed of during the

taxable year, the average value of property is determined by averaging the values at

the beginning and ending of the taxable year, except that the secretary of revenue

may require the averaging of monthly values during the taxable year, if such

averaging is reasonably required to properly reflect the average value of the

SECTION 26. 71.30 (3) (dn) of the statutes, as created by 2011 Wisconsin Act 32,

is repealed.

SECTION 27. 71.34 (1k) (g) of the statutes, as affected by 2011 Wisconsin Act 32,
1s amended to read:

71.34 (1k) (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), (1dy),
(3), (3g), (8h), (3n), (3p), (39), (3r), (3rm), (3rn), (3t), (Bw), (5e), (50), (5g), (5h), (51), (5j),
(5k), £68); (5r), (5rm), and (8r) and passed through to shareholders.

SECTION 28. 71.34 (1k) (m) of the statutes is created to read:
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SECTION 28

71.34 (1k) (m) An addition shall be made for the amount computed under s.
71.28 (5n) in the previous taxable year that is not included in federal ordinary
business income.

SECTION 29. 71.45 (2) (a) 10. of the statutes, as affected by 2011 Wisconsin Act
32, 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 (1dy), (3g), (3h), (3n), (3p), (3q), (3r), (3rm), (3rn),
(Bw), (5e), (5D), (5g), (5h), (51), (5), (5k), 5n); (5r), (5rm), (8r), and (9s) 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 (1k) (g) and the amount
of credit computed under s. 71.47 (1), (3), (3t), (4), (4m), and (5).

SECTION 30. 71.47 (5n) of the statutes, as created by 2011 Wisconsin Act 32, is
repealed.

SECTION 31. 71.49 (1) (dn) of the statutes, as created by 2011 Wisconsin Act 32,
is repealed.

(END)
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Insert 2 - 18

K

SECTION 1. 71.07 (5n) (a) of the statutes, as created by 2011 Wisconsin Act 32,
is repealed and recreated to read:

71.07 (5n) (a) Definitions. In this\gubsection:

1. “Agriculture property factor”‘gqeans afraction, the numerator of which is the
average value of the claimant’s real property and improvements assessed under s.
70.32 (2) (a) 4.:/()Wned or rented and used in this state by the claimant during the
taxable year to produce, grow, or extract qualified production property, and the
denominator of which is the average value of all of the claimant’s real property and
improvements owned or rented during the taxable year.

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

3. “Direct costs” include all of the claimant’s costs that are deductible under
section 162 of the Internal Revenue Code\:,other than cost of goods sold, and that are
identified as direct costs in the claimant’s cost accounting records.

4. “Indirect costs” include all of the claimant’s costs that are deductible under
section 162 of the Internal Revenue Code:/other than cost of goods sold and direct
costs.

5. a. “Manufacturing property factor” means a fraction, the numerator of which
is the average value of the claimant’s real and personal property assessed under s.
70.995, owned or rented and used in this state by the claimant during the taxable
year to produce qualified production property, and the denominator of which is the
average value of all the claimant’s real and personal property owned or rented during

\

the taxable year.
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b. For purposes of subd. 5. a\.,/prOperty owned by the claimant is valued at its
original cost and property rented by the claimant is valued at an amount equal to the
annual rental paid by the claimant, less any annual rental received by the claimant
from sub-rentals, multiplied by 8.‘/

c. For purposes of subd. 5. a., the average value of property is determined by
averaging the values at the beginning and ending of the taxable year, except that the
secretary of revenue may require the averaging of monthly values during the taxable
year, if such averaging is reasonably required to properly reflect the average value
of the claimant’s property.

Insert 2 - 23

NO

QY , multiplied by the manufacturing property factor, for qualified production

property under subd. 9. a.:/or by the agriculture property factor, for qualified
/ \

production property under subd. 9. b{ {3

Insert 2 - 25

7. “Production gross receipts factor” means a fraction, the numerator of which
is production gross receipts and the denominator of which is all income from
whatever source, except for those items specifically excluded under the Internal
Revenue Code as adopted by this state and otherwise excluded under Wisconsin law.
For purposes of the denominator, income includes gross sales, gross dividends, gross
interest income, gross rents, gross royalties, the gross sales price from the disposition
of capital assets and business assets, gross income from pass-through entities, and
all other receipts that are included in income, before apportionment for Wisconsili
tax purposes under s. 71.04 (4).

Insert 5 - 2

Yy
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’\\0 total cost of goods sold and direct costs, losses, or deductions for property
manufactured by the claimant by the manufacturing property factor and the total
cost of goods sold and direct costs, losses, or deductions related to the claimant’s
agricultural production, growth, or extraction by the agriculture property factor. For
purposes of determining a claimant’s qualified production activities income under
this subsection, the claimant shall multiply the claimant’s total indirect costs for
property manufactured by the claimant, or related to the claimant’s agricultural
production, growth, or extraction, by the production gross receipts factor NO

&

Insert 6 - 6

SECTION 2. 71.28 (5n) (a) of the statutes, as created by 2011 Wisconsin Act 32,
is repealed and recreated to read:

71.28 (5n) (a) Definitions. In this subsection:

1. “Agriculture propérty factor” gleans a fraction, the numerator of which is the
average value of the claimant’s real property and improvements assessed under s.
70.32 (2) (a) 4fowned or rented and used in this state by the claimant during the
taxable year to produce, grow, or extract qualified production property, and the
denominator of which is the average value of all of the claimant’s real property and
improvements owned or rented during the taxable year.

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

3. “Direct costs” include all of the claimant’s costs that are deductible under

section 162 of the Internal Revenue Code, other than cost of goods sold, and that are
identified as direct costs in the claimant’s cost accounting records.

4. “Eligible qualified production activities income” means the lesser of the

Y

following:
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a. Qualified production activities income.'/

b. Income that is apportioned to this state under s. 71.25 (5)‘,/(6),‘{1nd‘(/6m).

c. Income that is determined to be taxable in this state under s.\él.255 (2).

5. “Indirect costs” include all of the claimant’s costs that are deductible under
section 162 of the Internal Revenue Code‘,/other than cost of goods sold and direct
costs.

6. a. “Manufacturing property factor” means a fraction, the numerator of which
is the average value of the claimant’s real and personal property assessed under s.
70.995,‘/ owned or rented and used in this state by the claimant during the taxable
year to produce qualified production property, and the denominator of which is the
average value of all the claimant’s real and personal property owned or rented during
the taxable year.

b. For purposes of subd. 6. a.:/property owned by the claimant is valued at its
original cost and property rented by the claimant is valued at an amount equal to the
annual rental paid by the claimant, less any annual rental received by the claimant
from sub-rentals, multiplied by 8.

c. For purposes of subd. 6. a., the average value of property is determined by
averaging the values at the beginning and ending of the taxable year, except that the
secretary of revenue may require the averaging of monthly values during the taxable
year, if such averaging is reasonably required to properly reflect the average value
of the claimant’s property.

Insert 6- 11 A

§
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?{’) , multiplied by the manufacturing property factor, for qualified production
property under subd. 10. a.\,/ or by the agriculture property factor, for qualified
production property under subd.\{O. b %

Insert6-11B

8. “Production gross receipts factor” means a fraction, the numerator of which
is production gross receipts and the denominator of which is all income from
whatever source, except for those items specifically excluded under the Internal
Revenue Code as adopted by this state and otherwise excluded under Wisconsin law.
For purposes of the denominator, income includes gross sales, gross dividends, gross
interest income, gross rents, gross royalties, the gross sales price from the disposition
of capital assets and business assets, gross income from pass-through entities, and
all other receipts that are included in income, before apportionment for Wisconsin
tax purposes under s. 71.25 (6).

Insert 8 - 15

[é} total cost of goods sold and direct costs, losses, or deductions for property
manufactured by the claimant by the manufacturing property factor and the total
cost of goods sold and direct costs, losses, or deductions related to the claimant’s
agricultural production, growth, or extraction by the agriculture property factor. For
purposes of determining a claimant’s qualified production activities income under
this subsection\,/the claimant shall multiply the claimant’s total indirect costs for
property manufactured by the claimant, or related to the claimant’s agricultural

production, growth, or extraction, by the production gross receipts factor CQ’
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Qualified production activities credit; technical changes

PRELIMINARY DRAFT - NOT READY FOR INTRODUCTION

ENGROSSED 2011 BILL

AN ACT to repeal 71.10 (4) (cr), 71.30 (3) (dn), 71.47 (5n) and 71.49 (1) (dn); to
renumber 71.07 (5n) (d) and 71.28 (5n) (d); to renumber and amend 71.21
(4); to amend 71.05 (6) (a) 15., 71.07 (5n) (title), 71.07 (5n) (b) (intro.), 71.26
(2) (a) 4., 71.28 (5n) (title), 71.34 (1k) (g) and 71.45 (2) (a) 10.; to repeal and
recreate 71.07 (5n) (a) and 71.28 (5n) (a); and to create 71.05 (6) (a) 25.,
71.07 (bn) (d) 2., 71.21 (4) (b), 71.26 (2) (a) 11., 71.28 (5n) (d) 2. and 71.34
(1k) (m) of the statutes; relating to: technical changes to the qualified

production activities income and franchise tax credit.

Analysis by the Legislative Reference Bureau

This is a preliminary draft. An analysis will be provided in a subsequent
version of this draft.

l ]

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, as affected by 2011 Wisconsin

Act 32, is amended to read:
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SECTION 14
ENGROSSED BILL

71.05 (6) (a) 15. The amount of the credits computed under s. 71.07 (2dd),
(2de), (2di), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), (2dy), (3g), (3h), (3n), (3p), (Bw),
(3r), (3rm), (3rn), (3s), (3t), (Bw), (5e), (5f), (Bh), (51), (5j), (Bk), £6n); (5r), (5rm), and
(8r) 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 8. 71.21 (4) or 71.34 (1k) (g).

SECTION 2. 71.05 (6) (a) 25. of the statutes is created to read:

71.05 (6) (a) 25. The amount computed under s. 71.07 (5n) in the previous
taxable year 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 8. 71.21 (4) (a) or 71.34 (1k)
(m) and not included in federal adjusted gross income.

SECTION 3. 71.07 (6n) (title) of the statutes, as created by 2011 Wisconsin

Act 32, is amended to read:

P { Deleted: AL

71.07 (5n) (title) QUALIFIEDPRODUCTION MANUFACTURING AND AGRICULTURE, -~

B {Deleted: ACTIVITIES

SECTION 4. 71.07 (5n) (a) of the statutes, as created by 2011 Wisconsin Act
32, is repealed and recreated to read:

71.07 (6n) (a) Definitions. In this subsection:
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SECTION 18

ENGROSSED BILL

1. “Agriculture property factor” means a fraction, the numerator of which is
the average value of the claimant’s real property and improvements assessed
under s. 70.32 (2) (a) 4., owned or rented and used in this state by the claimant
during the taxable year to produce, grow, or extract qualified production property,
and the denominator of which is the average value of all of the claimant’s real
property and improvements owned or rented during the taxable year and used by
the claimant to produce, grow or extract qualified production property.

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

3. “Direct costs” include all of the claimant’s costs that are deductible under
section 162 of the Internal Revenue Code, other than cost of goods sold, and that
are identified as direct costs in the claimant’s cost accounting records.

4. “Indirect costs” include all of the claimant’s costs that are deductible
under section 162 of the Internal Revenue Code, other than cost of goods sold and
direct costs.

5. a. “Manufacturing property factor” means a fraction, the numerator of
which is the average value of the claimant’s real and personal property assessed

under s. 70.995, owned or rented and used in this state by the claimant during the

. '{ Deleted: produce

taxable year to manufacture gualified production property, and the denominator |~

of which is the average value of all the claimant’s real and personal property
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owned or rented during the taxable year_and used by the claimant to manufacture
qualified production property.

b. For purposes of subd. 5. a., property owned by the claimant is valued at
its original cost and property rented by the claimant is valued at an amount equal
to the annual rental paid by the claimant, less any annual rental received by the
claimant from sub-rentals, multiplied by 8.

c. For purposes of subd. 5. a., the average value of property is determined by
averaging the values at the beginning and ending of the taxable year, except that
the secretary of revenue may require the averaging of monthly values during the
taxable year, if such averaging is reasonably required to properly reflect the
average value of the claimant’s property.

6. “Production gross receipts” means receipts from the lease, rental, license,

Deleted: , multiplied by the

le, exchan r di ition of qualified production propert, -7 | manufacturing property factor, for
sale, exchange, or other disposition of q p property, alifiod prodaation staperty andur
. . . . subd. 9. a., or by the agriculture property
7. “Production gross receipts factor” means a fraction, the numerator of factor, for qualified production property
under subd. 9. b.

which is production gross receipts and the denominator of which is all income
from whatever source, except for those items specifically excluded under the
Internal Revenue Code as adopted by this state and otherwise excluded under
Wisconsin law. For purposes of the denominator, income includes gros.s sales,

gross dividends, gross interest income, gross rents, gross royalties, the gross sales
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price from the disposition of capital assets and business assets, gross income from
pass-through entities, and all other receipts that are included in income, before
apportionment for Wisconsin tax purposes under s. 71.04 (4).

8. “Qualified production activities income” means the amount of the

claimant’s production gross receipts for the taxable year that exceeds the sum of

the cost of goods sold that are allocable to such receipts, the direct , expenses, |~ (@2, and

. -1 Deleted: , as determined under par.J

~ - { Deleted: and indirect
losses, and deductions that are allocable to such receipts, and_the indirect fipmemd: as determinedunderpanj
@2

expenses, losses and deductions multiplied by the production gross receipts factor.

“Qualified production activities income” does not include any of the following:

a. Income from film production.

b. Income from producing, transmitting, or distributing electricity, natural
gas, or potable water.

¢. Income from constructing real property.

d. Income from engineering or architectural services performed with respect
to constructing real property.

e. Income from the sale of food and beverages prepared by the claimant at a
retail establishment.

f. Income from the lease, rental, license, sale, exchange, or other disposition

of land.
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9. “Qualified production property” means either of the following:

a. Tangible personal property manufactured in_whole or in part by the

claimant on property that is assessed as manufacturing property under s. 70.995.

b. Tangible personal property produced, grown, or extracted in whole or in
part by the claimant on or from property assessed as agricultural property under
8. 70.32 (2) (a) 4.

SECTION 5. 71.07 (6n) (b) (intro.) of the statutes, as created by 2011
Wisconsin Act 32, is amended to read:

71.07 (5n) (b) Filing claims. (intro.) Subject to the limitations provided in
this subsection, a claimant may claim as a credit against the tax imposed under s.
71.02, up to the amount of the tax, an amount equal to one of the following
percentages of the claimant’s eligible eligible qualified production activities
income in the taxable year:

SECTION 6. 71.07 (5n) (d) of the statutes, as created by 2011 Wisconsin Act
32, is renumbered 71.07 {(5n) (d) 1.

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

71.07 (5n) (d) 2. For purposes of determining a claimant’s eligible qualified

production activities income under this subsection, the claimant shall multiply

the claimant’s qualified production activities income from property manufactured
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by the claimant by the manufacturing property factor and from property
produced. grown or extracted by the claimant by the agriculture property factor,

SECTION 8. 71.10 (4) (cr) of the statutes, as created by 2011 Wisconsin Act

32, is repealed._(This should be reinstated for the manufacturing and agriculture

tax credit.)

SECTION 9. 71.21 (4) of the statutes, as affected by 2011 Wisconsin Act 32, is

renumbered 71.21 (4) (a) and amended to read:

71.21 (4) (a) Gredits The amount of the credits computed by a partnership

under s. 71.07 (2dd), (2de), (2di), (2dj), (2dL), (2dm), (2ds), (2dx), (2dy), (3g), (3h),

(3n), (3p), (39), (3r), (3rm), (3rn), (3s), (3t), (Bw), (5e), (5f), (5g), (5h), (51), (5)), (5k),
bn); (5r), (brm), and (8r) and passed through to partners shall be added to the

partnership’s income.

SECTION 10. 71.21 (4) (b) of the statutes is created to read:

71.21 (4) (b) Amounts computed by a partnership under s. 71.07 (5n) in the

previous year and not included in federal ordinary business income shall be added

to the partnership’s income.

SECTION 11. 71.26 (2) (a) 4. of the statutes, as affected by 2011 Wisconsin

Act 32, is amended to read:

N

Deleted: total cost of goods sold
and direct costs, losses, or
deductions for property
manufactured by the claimant by
the manufacturing property factor
and the total cost of goods sold and
direct costs, losses, or deductions
related to the claimant’s
agricultural production, growth, or
extraction by the agriculture
property factor. For purposes of
determining a claimant’s qualified
production activities income under
this subsection, the claimant shall
multiply the ¢laimant’s total
indirect costs for property
manufactured by the claimant, or
related to the claimant’s
agricultural production, growth, or
extraction, by the production gross
receipts factor.
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71.26 (2) (a) 4. Plus the amount of the credit computed under s. 71.28 (1dd),
(1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), (1dy), (3g), (3h), (3n), (3p), (Bw), (31),
(3rm), (3rn), (3t), (3w), (5e), (51), (5g), (5h), (5), (5j), (6k), Br); (5r), (5rm), (8r), and
(9s) 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
(1k) ().

SECTION 12. 71.26 (2) (a) 11. of the statutes is created to read:

71.26 (2) (a) 11. Plus the amount computed under s. 71.28 (5n) in the
previous taxable year that is not included in federal taxable income.

SECTION 13. 71.28 (5n) (title) of the statutes, as created by 2011 Wisconsin
Act 32, is amended to read:

71.28 (5n) (title) QUALIFIBD-PRODUCTION MANUFACTURING AND AGRICULTURE

_{ Deleted: a1 acTiviTiEs
TAX, CREDIT. - -7

SECTION 14. 71.28 (5n) (a) of the statutes, as created by 2011 Wisconsin Act
32, is repealed and recreated to read:
71.28 (5n) (a) Definitions. In this subsection:

1. “Agriculture property factor” means a fraction, the numerator of which is

the average value of the claimant’s real property and improvements assessed
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under s. 70.32 (2) (a) 4., owned or rented and used in this state by the claimant
during the taxable year to produce, grow, or extract qualified production property,
and the denominator of which is the average value of all of the claimant’s real
property and improvements owned or rented during the taxable year_and used by
the claimant to produce, grow or extract gualified production property.

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

3. “Direct costs” include all of the claimant’s costs that are deductible under

section 162 of the Internal Revenue Code, other than cost of goods sold, and that

are identified as direct costs in the claimant’s cost accounting records.

under section 162 of the Internal Revenue Code, other than cost of goods sold and

direct costs.

which is the average value of the claimant’s real and personal property assessed
under s. 70.995, owned or rented and used in this state by the claimant during the

taxable year to

of which is the average value of all the claimant’s real and personal property

\

A
.
A
A

Deleted: 4. “Eligible qualified
production activities income” means
the lesser of the following:§

a. Qualified production activities
income. Y

b. Income that is apportioned to
this state under s. 71.25 (5), (6), and
(6m).Y

¢. Income that is determined to be
taxable in this state under s. 71.255
(2.

{Delebedzs

~ - { Deleted: 6

p { Deleted: produce




2011 Spec. Sess.
2011 - 2012 Legislature
LRB-3906/P3
JK;jldjm
SECTION 14
ENGROSSED BILL

owned or rented during the taxable year and used by the claimant to manufacture
qualified production property.

b. For purposes of subd. 6. a., property owned by the claimant is valued at
its original cost and property rented by the claimant is valued at an amount equal
to the annual rental paid by the claimant, less any annual rental received by the
claimant from sub-rentals, multiplied by 8.

c. For purposes of subd. 6. a., the average value of property is determined by
averaging the values at the beginning and ending of the taxable year, except that
the secretary of revenue may require the averaging of monthly values during the
taxable year, if such averaging is reasonably required to properly reflect the
average value of the claimant’s property.

7. "Production gross receipts” means receipts from the lease, rental, license,

-1 Deleted: , multiplied by the
sale, exchange, or other disposition of qualified production propert, -7 | manufacturing property factor, for
’ ge, p q p property, ___ .. - qualified production property under

. . subd. 10. a., or by the agriculture
8. “Production gross receipts factor” means a fraction, the numerator of property factor, for qualified production
property under subd. 10. b.

which is production gross receipts and the denominator of which is all income
from whatever source, except for those items specifically excluded under the
Internal Revenue Code as adopted by this state and otherwise excluded under
Wisconsin law. For purposes of the denominator, income includes gross sales,

gross dividends, gross interest income, gross rents, gross royalties, the gross sales
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price from the disposition of capital assets and business assets, gross income from

pass-through entities, and all other receipts that are included in income, before

apportionment for Wisconsin tax purposes under s. 71.25 (6).

9. “Qualified production activities income” means the amount of the

claimant’s production gross receipts for the taxable year that exceeds the sum of

_ -| Deleted: as determined under par.

the cost of goods sold that are allocable to such receipts, , the direct , expenses, |~ | @2, and

)

o ‘{ Deleted: and indirect

losses, and deductions that are allocable to such receipts, and the_indirect |_ - { Deleted: as detormined under par.

expenses, losses and deductions multiplied by the production gross receipts factor.

“Qualified production activities income” does not include any of the following:

a. Income from film production.

b. Income from producing, transmitting, or distributing electricity, natural
gas, or potable water.

¢. Income from constructing real property.

d. Income from engineering or architectural services performed with respect
to constructing real property.

e. Income from the sale of food and beverages prepared by the claimant at a
retail establishment.

f. Income from the lease, rental, license, sale, exchange, or other disposition

of land.

2
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10. “Qualified production property” means either of the following:

a. Tangible personal property manufactured in whole or in part by the

P {Deleted: in whole or in significant part }

-

claimant,on property that is assessed as manufacturing property under s, 70.995. -

b. Tangible personal property produced, grown, or extracted in whole or in
part on or from property assessed as agricultural property under s. 70.32 (2) (a) 4.

SECTION 15. 71.28 (5n) (d) of the statutes, as created by 2011 Wisconsin Act
32, is renumbered 71.28 (5n) (d) 1.

SECTION 16. 71.28 (5n) (d) 2. of the statutes is created to read:

71.28 (6n) (d) 2. For purposes of determining a claimant’s eligible qualified
production activities income under this subsection, the claimant shall multiply
the claimant’s gualified production activities income for property manufactured
b

Deleted: total cost of goods sold and
P direct costs, losses, or deductions for
property manufactured by the claimant
by the manufacturing property factor

and from

the claimant by the manufacturin roperty facto

roperty

produced, grown or extracted by the claimant by the agriculture property factor. and the total cost of goods sold and direct
costs, losses, or deductions related to the
claimant’s agricultural production,
(Create 71.28(511)((1)3.) growth, or extraction

Eligible gualified production activities income shall be the lesser of the
following:

a. Qualified production activities income as computed in 8.71.28(5n)(d)3.

b. Income that is apportioned to this state under s. 71.25 (5), (6), and (6m).

¢. Income that is determined to be taxable in this state under s. 71.255(2).
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SECTION 17. 71.30 (3) (dn) of the statutes, as created by 2011 Wisconsin Act
32, is repealed. (This should be reinstated for the manufacturing and agriculture

tax credit.)
SECTION 18. 71.34 (1k) (g) of the statutes, as affected by 2011 Wisconsin Act

32, 1s amended to read:

71.34 (1k) (2) 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), (1dy), (3), (3g), (3h), (3n), (3p), (3@), (3r), (3rm), (3rn), (3t), (Bw), (5e), (5D,
(5g), (5h), (5i), (5j), (5k), ¢ban) (5br), (5rm), and (8r) and passed through to
shareholders. |

SECTION 19. 71.34 (1k) (m) of the statutes is created to read:

71.34 (1k) (m) An addition shall be made for the amount computed under s.
71.28 (5n) in the previous taxable year that is not included in federal ordinary
business income.

SECTION 20. 71.45 (2) (a) 10. of the statutes, as affected by 2011 Wisconsin
Act 32, 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 (1dy), (3g), (3h), (3n), (3p), (3q), (3r), (3rm), (3rn),

Deleted: For purposes of
determining a claimant’s qualified
production activities income under
this subsection, the claimant shall
multiply the claimant’s total
indirect costs for property
manufactured by the claimant, or
related to the claimant’s
agricultural production, growth, or
extraction, by the production gross
receipts factor.
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(3w), (5e), (61), (5g), (Bh), (51), (b)), (Bk), Br); (5r), (brm), (8r), and (9s) 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 (1k) (g)
and the amount of credit computed under s. 71.47 (1), (3), (3t), (4), (4m), and (5).

SECTION 21. 71.47 (5n) of the statutes, as created by 2011 Wisconsin Act 32,
is repealed.

SECTION 22. 71.49 (1) (dn) of the statutes, as created by 2011 Wisconsin Act
32, is repealed.

(END)
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1 AN ACT to repeal 71.10 (4) (cr), 71.30 (3) (dn), 71.47 (5n) and 71.49 (1) (dn): fo

2 renumber 71.07 (5n) (d) and 71.28 (5n) (d); to renumber and amend 71.21
3 (4); to amend 71.05 (6) (a) 15., 71.07 (5n) (title), 71.07 (5n) (b) (intro.), 71.26 (2)
4 (a) 4., 71.28 (5n) (title), 71.34 (1k) (g) and 71.45 (2) (a) 10.; to repeal and
5 recreate 71.07 (5n) (a) and 71.28 (5n) (a); and to create 71.05 (6) (a) 25., 71.07
6 (6n) (d) 2., 71.21 (4) (b), 71.26 (2) (a) 11., 71.28 (5n) (d) 2. and 71.34 (1k) (m) of
7 the statutes; relating to: technical changes to the qualified production
8 activities income and franchise tax credit.
\/ Analyszs Qyﬂtﬁgw Leglslatwe Reference Bureau '
, C/f“?h‘“ §isa prehmlnary draft. An analy31s will be providedin a subsequent versmn>
/ "Z’L’l&l A / of this draft. , e e g e et

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

9 SECTION 1. 71.05 (6) (a) 15. of the statutes, as affected by 2011 Wisconsin Act

10 32, is amended to read:
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1 71.05(6) (a) 15. The amount of the credits computed unders. 71.07 (2dd), (2de),

2 (2di), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), (2dy), (3g), (3h), (3n), (3p), (3q), (3r),

3 (3rm), (3rn), (3s), (3t), (3w), (5e), (5), (5h), (51), (5)), (5k), (5a); (5r), (5rm), and (8r) and
4

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 (1k) (g).
7 SECTION 2. 71.05 (6) (a) 25. of the statutes is created to read:
8 71.05 (6) (a) 25. The amount computed under s. 71.07 (5n) in the previous
9 taxable year and not passed through by a partnership, limited liability company, or
10 tax-option corporation that has added that amount to the partnership’s, company’s,
11 or tax-option corporation’s income under s. 71.21 (4) (a) or 71.34 (1k) (m) and not
12 included in federal adjusted gross income.
13 SECTION 3. 71.07 (5n) (title) of the statutes, as created by 2011 Wisconsin Act
14 32, is amended to read: J—
@ 71.07 (5n) (title) QUAHHED—PRQDHGT{QN(/IANUFACTURING MD@
- cOJe, —

ACRICUETURE

ACGFPATES gCREDI’I‘.
i o

17 SECTION 4. 71.07 (5n) (a) of the statutes, as created by 2011 Wisconsin Act 32,
18 is repealed and recreated to read:

19 71.07 (5n) (a) Definitions. In this subsection:

20 1. “Agriculture property factor” means a fraction, the numerator of which is the
21 average value of the claimant’s real property and improvements assessed under s.
22 70.32 (2) (a) 4., owned or rented and used in this state by the claimant during the
23 taxable year to produce, grow, or extract qualified production property, and the
24 denominator of which is the average value of all of the claimant’s real property and

@ improvements owned or rented during the taxable yea

S onnd v d g A8 o 2 gl
/

(o oot qualfed. prrddin ooy, 7l




15
16
17
18
19
20
21
22
23
24

25

2011 - 2012 Legislature > e
SECTION 4

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

3. “Direct costs” include all of the claimant’s costs that are deductible under
section 162 of the Internal Revenue Code, other than cost of goods sold, and that are
identified as direct costs in the claimant’s cost accounting records.

4. “Indirect costs” include all of the claimant’s costs that are deductible under
section 162 of the Internal Revenue Code, other than cost of goods sold and direct
costs.

5. a. “Manufacturing property factor” means a fraction, the numerator of which
1s the average value of the claimant’s real and personal property assessed under s.
70.995, owned or rented and used in this state by the claimant during the taxable

WM’ YV
year?@éghned production property, and the denominator of which is the

average value of all the claimant’s real and personal property owned or rented during

the taxable yea(@//C——\% qrotifs j«d@%%""% )

b. For purposes of subd. 5. a., property owned by the claimant is valued at its
original cost and property rented by the claimant is valued at an amount equal to the
annual rental paid by the claimant, less any annual rental received by the claimant
from sub-rentals, multiplied by 8.

¢. For purposes of subd. 5. a., the average value of property is determined by
averaging the values at the beginning and ending of the taxable year, except that the
secretary of revenue may require the averaging of monthly values during the taxable
year, if such averaging is reasonably required to properly reflect the average value
of the claimant’s property.

6. “Production gross receipts” means receipts from the lease, rental, license,

sale, exchange, or other disposition of qualified production propertyymultiplied by

@ufacturing property factor, for qualified production property under subd. 9.
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a., or by the agriculture property factor, for qualified production proW
subd. 9 \OO ?gi 0L
3 7. “Production gross receipts factor” means a fraction, the numerator of which
4 is production gross receipts and the denominator of which is all income from
5 whatever source, except for those items specifically excluded under the Internal
6 Revenue Code as adopted by this state and otherwise excluded under Wisconsin law.
7 For purposes of the denominator, income includes gross sales, gross dividends, gross
8 interest income, gross rents, gross royalties, the gross sales price from the disposition
9 of capital assets and business assets, gross income from pass-through entities, and
10 all other receipts that are included in income, before apportionment for Wisconsin
11 tax purposes under s. 71.04 (4).
12 8. “Qualified production activities income” means the amount of the claimant’s
13 production gross receipts for the taxable year that exceeds the sum of the cost of goods

TN\
@ sold that are allocable to such receipts, @ejermined under par. (M the direct

_ S ,

\B expenses, losses, and deductions that are allocable to such receipts,@}ﬂy
6 6E-gtermined under par.l(c,l’)% “Qualified production activities income” does not

17 (/include any of the following:

18 a. Income from film production.

19 b. Income from producing, transmitting, or distributing electricity, natural gas,
20 or potable water.

21 c. Income from constructing real property.

22 d. Income from engineering or architectural services performed with respect
23 to constructing real property.

24 ; e. Income from the sale of food and beverages prepared by the claimant at a
25 g retail establishment.

expenses

= omd Ahg nelint 2x i, Zosses., amd M«d‘wm
4&/‘,@&\ /62, ﬂw_ ;‘w‘c@m@gyy (}/bﬁ:ﬁ& /*JCKZA% M




. ' LRB-3906/P2
2011 - 2012 Legislature @ JKil d{fm

SECTION 4
1 f. Income from the lease, rental, license, sale, exchange or other disposition of
2 land. ‘/( o achole o A W
—
3 9. “Qualified production property” means either of the following:
@ a. Tangible personal property manufacturedj(y the claimant on property that
5 is assessed as manufacturing property under s. 70.995.
@ b. Tangible personal property produced, grown, or extractex?(y the claimant on

7 or from property assessed as agricultural property under s. 70.32 (2) (a) 4. ﬁ/

8 W 71.07 (5n) (b) (intro.) of the statutes, as created by 2011 Wisconsin
9 Act 32, is amended to read:

10 71.07 (5n) (b) Filing claims. (intro.) Subject to the limitations provided in this
11 subsection, a claimant may claim as a credit against the tax imposed under s. 71.02,
12 up to the amount of the tax, an amount equal to one of the following percentages of f

13 \ the claimant’s eligible qualified production activities income in the taxable year;/)

14 SECTION 6. 71.07 (5n) (d) of the statutes, as created by 2011 Wisconsin Act 32,

15 1s renumbered 71.07 (5n) (d) 1.

SECTION 7. 71.07 (5n) (d) 2. of the statutes is created to read: Mj <,Q—

‘%?g

71.07 (5mn) (d) 2. For purposes of determining a claimant’mﬁii’ﬁed productlon ,

activities income under this subsection, the claimant shall multiply the claimant’s

@ manufactured by the claimant by the manufacturing property factor an

W‘n M
21 st of goods sold and direct costs, losses, or deductions related to the clalmant’

22 \ggrlcultural production, growth, or extractiomby the agriculture property factor }Q
I

23 /ﬁ{;poses of determining a claimant’s qualified production activities income unde

24 | this subsection, the claimant shall multiply the claimant’s total indirect costs fo
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1 | property manufactured by the claimant, or related to the claimant’s agricultural

'SECTION 8. 71.10 (4) (cr) of the statutes, as created by 2011 Wisconsin Act BZD

1 Qs___/rer&M/

N
SEcTION 9. 71.21 (4) of the statutes, as affected by 2011 Wisconsin Act 32, is

2 \\pzoduction, growth, or extraction, by the production gross receipts

5
6 renumbered 71.21 (4) (a) and amended to read:
7 71.21 (4) (a) Gredits The amount of the credits computed by a partnership

3 under s. 71.07 (2dd), (2de), (2di), (2dj), (2dL), (2dm), (2ds), (2dx), (2dy), (3g), (3h), (3n),

9 (3p), (3q), (3r), (3rm), (3rn), (3s), (3t), (3w), (5e), (5f), (5g), (5h), (5i), (5)), (5k), (5n); (5r),

10 (5rm), and (8r) and passed through to partners shall be added to the partnership’s
11 income.

12 SECTION 10. 71.21 (4) (b) of the statutes is created to read:

13 71.21 (4) (b) Amounts computed by a partnership under s. 71.07 (5n) in the
14 previous year and not included in federal ordinary business income shall be added
15 to the partnership’s income.

16 SECTION 11. 71.26 (2) (a) 4. of the statutes, as affected by 2011 Wisconsin Act
17 32, is amended to read:

18 71.26 (2) (a) 4. Plus the amount of the credit computed under s. 71.28 (1dd),

19 (1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), (1dy), (3g), (3h), (3n), (3p), (3g), (3r),
20 (3rm), (3rn), (3t), (3w), (5e), (50), (5g), (5h), (51), (5)), (5k), &5my; (5r), (5rm), (8r), and

21. (9s) and not passed through by a partnership, limited liability company, or
22 tax-option corporation that has added that amount to the partnership’s, limited
23 liability company’s, or tax-option corporation’s income unders. 71.21 (4) or 71.34 (1k)
24 (g).

25 SEcTION 12, 71.26 (2) (a) 11. of the statutes is created to read:
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71.26 (2) (a) 11. Plus the amount computed under s. 71.28 (5n) in the previous

taxable year that is not included in federal taxable income.

32,

ACTRAFHSS CREDIT.

18

SECTION 13. 71.28 (5n) (title) of the statutes, as created by 2011 Wisconsin Act

1s amended to read:

/p__,,_...,

71.28 (5n) (title) QUALIFIED-PRODUCTION K’[ANUFACTURING AND

— &m,)

SECTION 14. 71.28 (5n) (a) of the statutes, as created by 2011 Wisconsin Act 32,

repealed and recreated to read:

71.28 (5n) (a) Definitions. In this subsection:

“Agriculture property factor” means a fraction, the numerator of which is the

average value of the claimant’s real property and improvements assessed under s

70.32 (2) (a) 4., owned or rented and used in this state by the claimant during the

taxable year to produce, grow, or extract qualified production property, and the

denominator of which is the average value of all of the claimant’s real property and

improvements owned or rented during the taxable yea

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

3.

“Direct costs” include all of the claimant’s costs that are deductible under

section 162 of the Internal Revenue Code, other than cost of goods sold, and that are

identified as direct costs in the-elaimant’s cost accounting records.

. V v . 7
el A AR S psveanit = Ww,
IO
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following:

a. Qualified production activities income.

4. “Eligible qualified production act1v1t1es income” means the lesser of th_\\

b. Income that is apportioned to this state under s. 71.25 (5), (6), and (6m).

s
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c. Income that is determined to be taxable in this state under s. 71.255 (2)
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\/ SEcTION 14

@ @ “Indirect costs” include all of the claimant’s costs that are deductible under

2 section 162 of the Internal Revenue Code, other than cost of goods sold and direct
3 costs. \/
@ a. “Manufacturing property factor” means a fraction, the numerator of which

5 1s the average value of the claimant’s real and personal property assessed under s.

70.995, owned or rented and used in this state by the claimant during the taxable
v

6
@ year tofproduceyqualified production property, and the denominator of which is the

8 average value of all the claimant’s real and personal property owned or rented during

@ the t bl HQM&_ ey Ao . W MMJA/ 7[@
e taxable yea
W‘O&%

10 b. For purposes of subd. 6. a., property owned by the claimant is valued at its
11 original cost and property rented by the claimant is valued at an amount equal to the
12 annual rental paid by the claimant, less any annual rental received by the claimant
13 from sub-rentals, multiplied by 8.
14 ~ ¢. For purposes of subd. 6. a., the average value of property is determined by
15 averaging the values at the beginning and ending of the taxable year, except that the
16 secretary of revenue may require the averaging of monthly values during the taxable
17 year, if such averaging is reasonably required to properly reflect the average value
18 of the claimant’s property.
b < Puroexe

@W”Productlon gross receipts” means receipts from the lease, rental, license,
20 sale, exchange, or other disposition of qualified production w multiplied by
21 the manufacturing property factor, for qualified production property under subd. 10.
22 a., or by the agriculture property factor, for qualified production property under

v
23 subd. 10.

4\? 4 “Production gross receipts factor” means a fraction, the numerator of which

25 is production gross receipts and the denominator of which is all income from
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SECTION 14
whatever source, except for those items specifically excluded under the Internal
Revenue Code as adopted by this state and otherwise excluded under Wisconsin law.
For purposes of the denominator, income includes gross sales, gross dividends, gross
Interest income, gross rents, gross royalties, the gross sales price from the disposition
of capital assets and business assets, gross income from pass-through entities, and

all other receipts that are included in income, before apportionment for Wisconsin

tax purposes under s. 71.25 (6).
@Qualiﬁed production activities income” means the amount of the claimant’s

production gross receipts for the taxable year that exceeds the sum of the cost of goods

\ v4
sold that are allocable to such receipts, ps determined under par. (d) 2., and/the direct

. -
. expenses, lossesigzld deductions that are allocable to such receipts,

(aetermined under par. (d) g “Qualified production activities income” does not
—

IOR———
et e ey
o e

include any of the following:

|

a. Income from film production.

b. Income from producing, transmitting, or distributing electricity, natural gas,
or potable water.

c. Income from constructing real property.

d. Income from engineering or architectural services performed with respect
to constructing real property.

e. Income from the sale of food and beverages prepared by the claimant at a
retail establishment.

f. Income from the lease, rental, license, sale, exchange, or other disposition of
land. C]

@’ . “Qualified productio\n property” means either of the following:

v
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significant partjon property that is assessed as manufacturing property under s.

70.995. @4& an

b. Tangible personal property produced, grown, or extracte%n or from

property assessed as agricultural property under s. 70.32 (2) (a) 4.

~ SECTION 16. 71.28 (5n) (d) 2. of the statutes is created to read: 4. . ; /¥ J

v
0

71.28 (5n) (d) ZYor purposes of determining a claimant”s/qumliﬁed production

activities income under this subsection, the claimant shall multiply the claimant’s
A

total cost of goods sold and direct costs, losses, or deductions for) property ﬁﬂ%“
i\‘x‘( 101 2/

<

S

manufactured by the claimant by the manufacturing property factor an ;ﬂthe total
)

cost of goods sold and direct costs, losses, or deductions related to the claimant’s

FEEEQ = e @ (e el

. : : v,
14 agricultural production, growth, or extractionby the agriculture property factor.

15 jWbeb of detéTmining a claimant’s qualified production activities income under
16 / this subsection, the claimant shall multiply the claimant’s total indirect costs for

i
i
17 { property manufactured by the claimant, or related to the claimant’s agricultural

"‘»«kgroduction, growth, or extraction, by the production gross receipts factor. )-~~~

/§ECTION 17. 71.30 (3) (dn) of the statutes, as created by 2011 Wisconsin Act 32,

SECTION 18. 71.34 (1k) (g) of the statutes, as affected by 2011 Wisconsin Act 32,

22 is amended to read:
23 71.34 (1K) (g) An addition shall be made for credits computed by a tax-option

24 corporation under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), (1dy),
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SECTION 18

(3), (3g), (3h), (3n), (3p), (3q), (3r), (8rm), (3rn), (3t), (3w), (5e), (5f), (5g), (5h), (51), (5),
(5k), (6m); (5r), (brm), and (8r) and passed through to shareholders.

SECTION 19. 71.34 (1k) (m) of the statutes is created to read:

71.34 (1k) (m) An addition shall be made for the amount computed under s.
71.28 (5n) in the previous taxable year that is not included in federal ordinary
business income.

SECTION 20. 71.45 (2) (a) 10. of the statutes, as affected by 2011 Wisconsin Act
32, 1s 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 (1dy), (3g), (3h), (3n), (3p), (3q), (3r), (3rm), (3rn),
(3w), (5e), (51), (5g), (5h), (51), (5)), (5k), (5n); (5r), (5rm), (8r), and (9s) 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 (1k) (g) and the amount
of credit computed under s. 71.47 (1), (3), (3t), (4), (4m), and (5).

SECTION 21. 71.47 (5n) of the statutes, as created by 2011 Wisconsin Act 32, is
repealed.

SECTION 22. 71.49 (1) (dn) of the statutes, as created by 2011 Wisconsin Act 32,
1s repealed.

(END)
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Insert A

Under the federal Internal Revenue Code, a taxpayer may claim a deduction
equal to 9 percent of the taxpayer’s qualified production activities income in the
taxable year or 9 percent"of the taxpayer’s total taxable income, whichever is less.
For federal tax purposes, qualified production activities income is, generally, the
amount of the taxpayer’s domestic production gross receipts that exceed the sum of
the cost of goods sold and other expenses, losses, or deductions.¥Domestic production
gross receipts are, generally, gross receipts derived from propﬁrty that was
manufactured, produced, grown, or extracted in the United States.

Under current law, as created by 2011 Wisconsin Act 32‘,’an individual taxpayer
may claim a state income tax credit equal to the taxpayer’s qualified production
activities income derived from manufacturing property or agricultural property
located in this state, multiplied by a certain percentage. A corporation or insurer
may claim a state income and franchige tax credit equal to the lesser of its taxable
income apportioned to this state or its'qualified production activities income derived
from manufacturing property or agricultural property located in this state,
multiplied by a certain percentage. The percentage of ﬂualiﬁed production activities
income that a taxpayer may claim as a credit is 1.875'peycent for 2013, 3.75'{)ercent

for 2014, 5.526'f)ercent for 2015:’and 7 .5‘f>ercent for 2016'and for each year thereafter.
Under current law, “qualified production activities income” means qualified
production activities income as determined under the federal Internal Revenue Code
for purposes of claiming a federal tax deductiony

This bill makes technical changes to the state tax credits for qualified
production activities income derived from manufacturing property or agricultural
property located in this state in order to facilitate theDepartment of Revenue’s
administration of the credits. Specifically, the bill provides a method for determining
the qualified production activities income derived from manufacturing property or
agricultural property located in this state rather than rely on the federal definition
of “qualified production activities income)” which includes income from economic
activities in all states.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

Insert 5 - 18

N0

‘%8 qualified production activities income from @r
Insert 5 - 20

qualified production activities income from property produced, grown, or
extracted by the claimant q’\/

Insert 6 - 4
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SECTION 1. 71.10 (4) (cr) of the statutes, as created by 2011 Wisconsin Act 32,

is amended to read:

71.10 (4) (cr) Qualiﬁed—«preduetien—aetivi%ies\édanufacturing and agriculture
credit under s. 71.07 (5n). < .
end WS ()

History: 1987 a. 312; 1987 a. 411 ss. 94, 97, 176 to 179; 1987 a. 422 5. 4; 1989 a. 31, 56, 359; 1991 a. 39; 1993 a. 16, 184; 1995 a. 27, 209, 418, 453: 1997 a. 27, 63, 237,
248; 1999 2. 9, 167; 2001 a. 16, 109; 2003 a. 33,99, 135, 176, 255, 321; 2005 a. 25, 49, 71, 74, 177, 178, 323, 361, 460, 479, 483; 2007 a. 1, 20, 96, 97; 2009 a. 2, 28, 89, 265,
269, 295, 332; 2011 a. 32, 76; 5. 13.92 (1) (bm) 2., (2) (i).

Insert 10 - 10
‘Qﬁ% qualified production activities income from %\9

Insert 10 - 12

‘%& qualified production activities income from property produced, grown, or
extracted by the claimant NO

Insert 10 - 20

SECTION 2. 71.28 (5n) (d) 3. of the statutes is created to read:

71.28 (5n) (d) 3. The amount of the eligible qualified production activities
income that a claimant may claim as a credit under par. (b) is the lesser of the
following:

a. The eligible qualified production activities income determined under subd.
2.\/

b. Income apportioned to this state under s. 71.25 (5), (6), and (6m).

¢. Income determined to be taxable under s. 71.255 (2).\/

SECTION 3%1.30 (3) (dn) of the statutes, as created by 2011 Wisconsin Act 32,

is amended to read:

71.30 (3) (dn) Quahﬁed—pred&etiea—aetévﬁies\{dangfagmring and agriculture
credit under s. 71.28 (5n). (é’,ﬁc\, NS \O' Z@

History: 1987 a. 312; 1987 a. 411 ss. 144, 145, 182 to 185; 1989 a. 31, 56; 1991 a. 39; 1995 a. 27, 209; 1997 a. 27; 1999 a. 9; 2001 a. 16; 2003 a. 33, 99, 135, 255, 2005 a.
25,74, 361, 479, 483; 2007 a. 20, 226; 2009 a. 2, 28, 265, 269, 295, 332; 2011 a. 3, 32; 5. 13.92 (1) (bm) 2., (2) (i).
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Kreye, Joseph

From: Hardt, Diane L - DOR [Diane.Hardt@revenue.wi.gov]

Sent: Thursday, February 16, 2012 11:14 AM

To: Kreye, Joseph

Subject: FW: Draft review: LRB 11-3906/P3 Topic: Qualified production activities credit; technical changes

Attachments: LRB-3906_P3.pdf

Joe:
Here are a few more changes. I am still working with Don Millis on a couple of items.
71.07(5n)(a)

3. "Direct costs" include all of the claimant's ordinary and necessary expenses paid or incurred during
the taxable year in carrying on the trade or business and deductible under section 162 of the Internal
Revenue Code, and that are identified as direct costs in the claimant's managerial or cost accounting
records.

4. "Indirect costs" include all of the claimant's ordinary and necessary expenses paid or incurred during
the taxable year in carrying on the trade or business and deductible under section 162 of the Internal
Revenue Code, other than cost of goods sold and direct costs, and that are identified as indirect costs in
the claimant's managerial or cost accounting records.

6. "Production gross receipts" means gross receipts. ..

7. "Production gross receipts factor" means a fraction, the numerator of which is production gross
receipts and the denominator of which is all gross income...pass-through entities, and all other gross
receipts. ..

8. "Qualified production activities income" means the amount of the claimant's production gross
receipts for the taxable year that exceeds the sum of the cost of goods sold that are allocable to such
receipts, the direct costs that are allocable to such receipts, and the indirect costs multiplied by the
production gross receipts factor. "Qualified production activites income" does not include. ..

71.21(4)(b) Amounts computed by a partnership under s. 71.07(5n) in the previous taxable year. ..
71.28(5n)(a)

3. "Direct costs" include all of the claimant's ordinary and necessary expenses paid or incurred during
the taxable year in carrying on the trade or business and deductible under section 162 of the Internal

Revenue Code, and that are identified as direct costs in the claimant's managerial or cost accounting
records.

4. "Indirect costs" include all of the claimant's ordinary and necessary expenses paid or incurred during
the taxable year in carrying on the trade or business and deductible under section 162 of the Internal
Revenue Code, other than cost of goods sold and direct costs, and that are identified as indirect costs in
the claimant's managerial or cost accounting records.

6. "Production gross receipts" means gross receipts...

2/16/2012
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7. "Production gross receipts factor" means a fraction, the numerator of which is production gress
receipts and the denominator of which is all gross income....pass-through entities, and all other gross
receipts. ..

9.b. Tangible personal property produced, grown, or extracted in whole or in part by the claimant...
71.28(5n)(d)3.

The amount of the eligible qualified production activites income that a claimant may claim in
computing the credit under par. (b)... (the income is not claimed as a credir)

Thank you for your help.

Diane

From: LRB.Legal [mailto:LRB-LegalServices@legis.wisconsin.gov]

Sent: Wednesday, February 15, 2012 3:14 PM

To: Hardt, Diane L - DOR

Subject: Draft review: LRB 11-3906/P3 Topic: Qualified production activities credit; technical changes

Following is the PDF version of draft LRB 11-3906/P3.

CONFIDENTIALITY NOTICE: This electronic mail transmission and any accompanying documents contain information belonging to the sender which
may be confidential and legally privileged. This information is only for the use of the individual or entity to whom this electronic mail transmission was
intended. If you are not the intended recipient, any disclosure, copying, distribution, or action taken in reliance on the contents of the information
contained in this transmission is strictly prohibited. If you have received this transmission in error, please immediately contact the sender and delete
the message. Thank you.

2/16/2012
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Kreye, Joseph

From: Hardt, Diane L - DOR [Diane.Hardt@revenue.wi.gov]

Sent:  Thursday, February 16, 2012 1:52 PM

To: Kreye, Joseph

Subject: RE: Draft review: LRB 11-3906/P3 Topic: Qualified production activities credit; technical changes

Can you also take out the exclusions from the definition of "qualified production activities income" in 2 places?
Thank you.

Diane L. Hardt

Administrator, Division of Income, Sales & Excise Taxes
Wisconsin Department of Revenue

P.O. Box 8933

Madison, Wl 53708-8933

(608) 266-6798

Fax (608) 261-6240

E-mail: Diane.Hardt@revenue.wi.gov

From: Kreye, Joseph [mailto:Joseph.Kreye@legis.wisconsin.gov]

Sent: Thursday, February 16, 2012 12:06 PM

To: Hardt, Diane L - DOR

Subject: RE: Draft review: LRB 11-3906/P3 Topic: Qualified production activities credit; technical changes

Thanks Diane.

Joseph Kreye

Senior Legislative Attorney
Legislative Reference Bureau
608 266-2263

From: Hardt, Diane L - DOR [mailto:Diane.Hardt@revenue.wi.gov]

Sent: Thursday, February 16, 2012 11:14 AM

To: Kreye, Joseph ,
Subject: FW: Draft review: LRB 11-3906/P3 Topic: Qualified production activities credit; technical changes

Joe:

Here are a few more changes. | am still working with Don Millis on a couple of items.

71.07(5n)(a)

3. "Direct costs" include all of the claimant's ordinary and necessary expenses paid or incurred during
the taxable year in carrying on the trade or business and deductible under section 162 of the Internal
Revenue Code, and that are identified as direct costs in the claimant's managerial or cost accounting
records.

4. "Indirect costs" include all of the claimant's ordinary and necessary expenses paid or incurred during

the taxable year in carrying on the trade or business and deductible under section 162 of the Internal
Revenue Code, other than cost of goods’sold and direct costs, and that are identified as indirect costs in

2/16/2012
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the claimant's managerial or cost accounting records.
6. "Production gross receipts" means gross receipts...

7. "Production gross receipts factor" means a fraction, the numerator of which is production gross
receipts and the denominator of which is all gross income...pass-through entities, and all other gross
receipts. ..

8. "Qualified production activities income" means the amount of the claimant's production gross
receipts for the taxable year that exceeds the sum of the cost of goods sold that are allocable to such
receipts, the direct costs that are allocable to such receipts, and the indirect costs multiplied by the
production gross receipts factor. "Qualified production activites income" does not include. ..

71.21(4)(b) Amounts computed by a partnership under s. 71.07(5n) in the previous taxable year...

71.28(5n)(a)

3. "Direct costs" include all of the claimant's ordinary and necessary expenses paid or incurred during
the taxable year in carrying on the trade or business and deductible under section 162 of the Internal
Revenue Code, and that are identified as direct costs in the claimant's managerial or cost accounting
records.

4. "Indirect costs" include all of the claimant's ordinary and necessary expenses paid or incurred during
the taxable year in carrying on the trade or business and deductible under section 162 of the Internal
Revenue Code, other than cost of goods sold and direct costs, and that are identified as indirect costs in
the claimant's managerial or cost accounting records.

6. "Production gross receipts" means gross receipts. ..

7. "Production gross receipts factor” means a fraction, the numerator of which is production gross
receipts and the denominator of which is all gross income...pass-through entities, and all other gross
receipts...

9.b. Tangible personal property produced, grown, or extracted in whole or in part by the claimant. ..
71.28(5n)(d)3.

The amount of the eligible qualified production activites income that a claimant may claim in
computing the credit under par. (b)... (the income is not claimed as a credit)

Thank you for your help.

Diane

From: LRB.Legal [mailto:LRB-LegalServices@legis.wisconsin.gov]

Sent: Wednesday, February 15, 2012 3:14 PM

To: Hardt, Diane L - DOR

Subject: Draft review: LRB 11-3906/P3 Topic: Qualified production activities credit; technical changes

Following is the PDF version of draft LRB 11-3906/P3.

2/16/2012
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CONFIDENTIALITY NOTICE: This electronic mail transmission and any accompanying documents contain information belonging to the sender which
may be confidential and legally privileged. This information is only for the use of the individual or entity to whom this electronic mail ransmission was
intended. If you are not the intended recipient, any disclosure, copying, distribution, or action taken in reliance on the contents of the information
contained in this transmission is strictly prohibited. If you have received this transmission in error, please immediately contact the sender and delete the
message. Thank you.

CONFIDENTIALITY NOTICE: This electronic mail transmission and any accompanying documents contain information beionging to the sender which
may be confidential and legally privileged. This information is only for the use of the individual or entity to whom this electronic mail transmission was
intended. If you are not the intended recipient, any disclosure, copying, distribution, or action taken in reliance on the contents of the information
contained in this transmission is strictly prohibited. If you have received this transmission in error, please immediately contact the sender and delete
the message. Thank you.

2/16/2012




Kreye, Joseph '~ - 0 Tt e ;
From: Hardt, Diane L - DOR [Diane.Hardt@revenue.wi.gov]
Sent: Friday, February 17, 2012 7:07 AM

To: Kreye, Joseph

Subject: RE: Manufacturing & Ag Credit

I missed one item in my email yesterday.

71.07(5n)(a)8. and 71.28(5n)(a)8. (I missed the second one)

8. "Qualified production activities income" means the amount of the claimant's production gross
receipts for the taxable year that exceeds the sum of the cost of goods sold that are allocable to such
receipts, the direct costs that are allocable to such receipts, and the indirect costs multiplied by the
production gross receipts factor. "Qualified production activities income" does not include... (list a.-f.
per final decision yesterday)

From: Hardt, Diane L - DOR

Sent: Thursday, February 16, 2012 5:20 PM
To: Kreye, Joseph - LEGIS

Subject: Manufacturing & Ag Credit

Please include the exclusions from "Qualified production activities income a. through f. in 2 places.

This is the final issue.

CONFIDENTIALITY NOTICE: This electronic mail transmission and any accompanying documents contain information belonging to the
sender which may be confidential and legally privileged. This information is only for the use of the individuai or entity to whom this electronic
mail transmission was intended. If you are not the intended recipient, any disclosure, copying, distribution, or action taken in reliance on the
contents of the information contained in this transmission is strictly prohibited. If you have received this transmission in error, please
immediately contact the sender and delete the message. Thank you.




