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'FOR 2019-2021 BUDGET -- NoT READY FOR INTRODUCTION

AN Act ...; relating to: the budget.

Analysis by the Legislative Reference Bureau
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1/ AN ACT to create 71.05 6) (a) 29., 71.05 (6) (b),53., 71.05 (6) (b) 54., 71.10 (4) (K),

2 71.10 (10) and 71.83 (1) (ch) of the statutes; relating to: authorizing the

3 | creation of tax-advéntaged accocnts for first-time home buyers and creatin,

4 ™ _an individual income tax deduction for contributions to such accounts f/ "H?«%;_
i " - ’ ;f“

AN S Mﬁ“"’z&wl sis by the Legislative Reference Bureau .~ / 7L GR
/ | "\’ | f\iﬂrw 2y /
mﬁﬁ’r a;}ég P This bill creates a tax-advantaged first-time home buyers- savmgs ccount.
\ g}mg\*\ / Under the bill, an individual may estabjlfsﬁ wifirst titehofne Buyers savings account
/ at a financial institution either individually or jointly with his or her s dlise, an mug‘%
must designate a beneficiary of the account. The beneficiary s defined gg__a}g*
f 9‘~€f1rst —time home buye@*, mﬁmi;heszmwfa/@mgﬁtlme”hﬂ”mé\buye?’is defined as an

| individual whogtesides in );Iﬁs state @nd/hags not owned or purchased a single-family
i residence during the 36-months fbgfore the &nonth in wh1ch the 1nd1v1dua] purchases
! g

) @grem ence in tHis state. j% G ined e e Sobne 2
1% 4 ’%‘%’ @ww Kol ate hxmself or rself as he bene 1clary, and / dos
firek sme | may change neficiary at any time, but(the accountymay not@/‘fﬁ“mg jﬁﬁ,
Arste beneficiary af-a tim

An individual may be the beneficiary of more than o unt,

\hothe E L individual ma \K{he account holder of more than one account. Eé ii fj ]

i ’%& G L dccount holde ay withdraw funds from the account to pay the down,;
‘@é‘*ﬁ'@f é; pamta eligible closing osts ﬁteurhaseofa single-family residence in-¥ @

g’fg t9), (this state by the beneficxaryl gible cos )“ to relmburse the beneflclary “for,

\Zﬁ%ﬁ" eligible costsfhiebe “""Fﬁ' as paid®The account holder may not use funds from

i the account to pay @ny) expenses he or she incurs in administering the accoun?,/

2 although the financial institution may deduct a service fee from the account. ,/

\ /
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/  An aﬂy, an account holder may subtract from his or her federal adjusted gross-.

/ income (FAGI) up to $5,000, or $10,000 if the account holder files a joint income tax
/ return, of the amount he or she contributes to an account he or she establlshes as N

holder may not claim a subtraction for more than & total of)s
@ §cc nt for each beneficiary. Annually, the a’ :

t of Revenue,
detailed 1nf0rmat10n regagdmg transactions and w1thdré§vals from/the account.

T ‘acco o uiider the bill must be disselvedinot later han 120 months

by the account Holder. If funds remain in the aécount at the time

it must be dlssolved or if the acepunt holder- ile funds revzcam in the account,

the financial institution must dis 1buteun to the account holder or his or

her estate. Generally, any amount at 1%Atr1butedé&mam pit-tolder-er-hisér

hgléa" her-est gny amounpthat j Wﬁi@rawn from an accouht for any reason other
W o than payment of eligible cos ust be added to FAGI. Tl/ggccount holder or his or f
. ) her estate must also pay a/f)enalty equal tb. 10 percent of any amount that must be !
disssNe | added to FAGL. - / /

an Because t‘}Il(lfs)alﬂ relates to an exemption from state or local taxes, it may be

a ec@un“%‘ referred to the Joint Survey Committee on Tax Ex p}é{()ns for a report to be printed

as an appendzx to the-bill. «
- For further information see the state and local fiscal estimate, which will be

rinted as an appendix to this bill.

—

Ter
The people of the state of W‘sconsm, Me«i in senate and assembly, do :
enact as follows: A =TT N, LN O T

1 SecTION 1. 71.056 (6) (a) 29. of the statutes is created to read: /,

2 71.05 (B) (a) 29. Wlth regard to an account described under s. 71.10 (10) an

3 A £account holder or an. z;ccount holder’s estate shall add:

4 a. Any amount that is distributed to an account holder under s. 71.10 (10) (d)

5 3. or to an account holder’s estate under s. 71.10 (10) (d) 4.“}

6 b. Any amount that is withdrawn from the account for any reason other thatl '
7 péyment or reimbursement of eligible costs as defined under s. 71.10 (10) (a) S.f/
8 | except that this subd. 29. b. does not apply to the transfer of funds to another account

9 as described under s, 71.10 (10) (e) 4.{r funds that are disbursed pursuant to a filing

10 for bankruptcy protection under 11 USC 101 et seq.
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) 5‘ L«il
SEcTION 2. 71. 05 (6) (b) 88. of the statutes is created to read:

71.05(6) (b) E@Sf For each account an account holder creates under 8. 71 10 (10)

3 and subject to 8. 7 1 10 (10) (d), an fccount holder may subtract a amount of up to

4 $5,000, or an amount of up to $10 000 for each acc ung | if the aocount holder files

« &n deceunt Neldey”

5 a joint income tax return, tha (he or she dep051ts into such an account in tﬂe taxable
6 year to which the subtraction relates, and any’interest, dividends, or other gain that
7 accrues in the account if the interest, dividends, or other gain is redeposited into the
8 account. 5 4 5
9 SEcTION 3. 71.05 (6) (b) 5% of the statutes is created to read:

10 71.05 (6) (b % Any amount recelved by, or paid for the benefit of, a beneficiary,

11 as defined under s. 7 1,10 (10) (a) 2. from an account under s. 71.10 (10), provided that

12 any such amount is used to pay eligible costs, as defined under s. 71.10 (10) (a) 3. Vj

13 SEcTION 4. 71.10 (4) (k) of the statutes is created to read:

14 71.10 (4) (k) Any amount of money or other assets computed under s. 71.83 (1)
15 (ch)‘;[

16 SecTION 5. 71.10 (10) of the statﬁtes is created to read:

17 71.10 (10) FIRST-TIME HOME BUYERS SAVINGS ACCOUNTS. (a) Definitions. In this
18 o subsection: \/ | s Cha tes

19 1. “Account holder” means an individual who @%@, individually or
20 jointly with his or her spouse, an account under this subsection.

21 2. “Beneficiary” means a first-time home buyer who is designated by an

)
22 account holder as!the beneficiary of an account under@{h/is subsection.
23 3. “Eligible costs” means the down payment and allowable closing costs for the

24 purchase of a single-family residence in this state by a beneficiary.
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SECTION 5
/
4. “Financial institution” means any bank, trust company, savings institution,

savings bank, savings and loan association, industrial loan association, consumer
finance company, credit union, or any benefit association, insurance company, safe
deposit company, money market mutual fund, or similar entity authorized to do
business in this state. ,

5. “First-time home buyer” means an individual who resides in this state and
has not owned or purchased, either individualiy or jointly, a single-family residence
during the 36 months before the month in which the individual purchases a
single-family residex}ce in this state.

Y
6. “Single-family residence” means a place of abode that is owned and occupied

by a beneﬁc1ary as hlS or her principal residence.
Jeg any

costs of a first-time home buyer.
2. Not later than April 15 of the year following the year in which an account

creates +he aecont hintder ——— &
holde estabhs%an account, fie or"é’ﬁ/;haﬂ designate aibeneﬁmary

The account holder may designate himself or herself as the beneficiary. An account

holder may change the beneficiary at any time. No account éstaTnTi’é%xeg%ggr this
subsection may have more than one beneﬁcmry at any one time.

3. An individual may jointly own an account created under this subsection with
his or her spouse if the married couple files a joint tax return.

4. An individual may be the account holder of more than one account created
under thls subsection, but an account holder may not have more than one account

h1cl§ée51gnates the same beneficiary.
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5. An individual may be the beneficiary of more than one account created under
this subsection.

6. Only cash and marketable securities may be contributed to an account under
this subsection.

7. Persons other than an account holder may contribute to an account created
under this subsection, but the subtraction under s. 71.05 (6) (b) Wﬂﬁéy/be claimed
only by an account holder.

() Account holder rights and responsibilities. 1 An ace ec%unt holder may
vs}ithdraw funds from af(i)unt At?%iié el?glélﬁe coéfé %1%? gthe benefit of the

beneficiary or to reimburse the beneficiary for eligible costs the beneﬁciary incurs

and has paid.

2. An account holder may not ﬁse funds in an account created under this
subsection to pay any expenses he or she incurs in administering the account,
although a financial institution may deduct a service fee from the account.

3. Annually, an account holder shall submit to the department of revenue with
his or her income tax return, on forms epared b _the depa ment detailed

A N f//T TS )[PX Sinder.Ahis - Suble

information regarding @ account! The information submltted shall mclude all of

the following:

a. A list of transactions in the account during the taxable year to which the
account holder’s return relates. ;

b. The 1099 form issued by the financial institution that relates to the g::count.

c. Alist of eligible costs, and other costs, for which funds from the account were
withdrawn during the taxable year to which the account holder’s return relates.

d. The amount of funds left in the accgiunt at the end of the taxable year to which

the account holder’s return relates.
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4. An account holder may withdraw funds from @y account(created under this

—

with no penalty due undel; s.71.83 (1) (ch) and no responsgibility to make
an addition under s. 71.05 (6) (a) 29.,Jif he or she immediately transfers the funds to
a different financial institution and deposits the funds into an account created under
this @ %ﬁ%’f %'fnaflggial institution.

(d) Limitations on accounts, dissolution. 1. An account holder may not claim

L B e e -

.5 T
a subtraction under s. 71.05 (6) (b) 5@@‘.’ for more than a total of $50,000 of deposits@}

o

an account for each beneficiary.

i
ﬂ""“\ h@!ééf S\f‘iaii é‘géa\\ﬂé an &C@mﬁvﬁ& “}j

Cbi)"gﬁee ié‘).ccount hole mﬁ/

e, -
10 120 months after it is(

11 3. If funds remain a ok

12 subd. 2., the financial institution shall distribute the proceeds in the account to the
13 account holder. ;
14 4. If{the acgghunt holder dies while funds remain in in(thi account éhe proceeds
15 shall be distributed to the account holder’s estate.

16 (e) Department responsibilities. The department shall:

17 1. Prepare and distribute any forms that an account holder is required to
18 submit under this subsection, and any other forms that the departmeht believes are
19 necessary to eﬁable it to administer this subsection and the adjustments to income

v g
20 under s. 71.05 (6) (a) 29. and (b) @ and s $5 Y

£

21 " 2. Prepare and distribute to f1nanc1al institutions and potential home buyers
22 informational materials about the accounts described in this subsection.

23 SECTION 6. 71.83 (1) (ch) of the statutes is created to read:

24 71.83 (1) (ch) First-time home buyers savings account withdrawals. If an

25 account holder, as defined under s. 71.10 (10) (a) 1., or an account holder’s estate is
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required to add any amount to federal adjusted gross income under s. 71.05 (6) (a)

29., the account holder or the account holder’s estate shall also pay an amount equal

to 10 percent of the amount that was added to income under s. 71.05 (6) (a) 29. The

department of revenue shall assess, levy, and collect the penalty under this

paragraph as it assesses, levies, and collects taxes under this chapter.\/
SECTION }?ff Imtlal appllcablllt%r/ é;{gw hig &

L 2019
(1) %@ﬁmi applies to taxable years beg'lnnlng on January 1 @%ﬁ’

/} 5 é"lw‘?ﬂ’/

(END)

%Jf 5y {%) 4)&#‘?@‘/?

V&M fL\e, ﬂ [‘wﬂm‘ﬂﬁ’ ff ~1 Tﬁfw“f f ;j‘ 84 {f/‘\(/féj

3?/ 10 (4) (E) and {/@ Al
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This bill creates a tax-advantaged first-time home buyers savings account.
Under the bill, an individual may €stablish the account at a financial institution
either individually or jointly with his or her spouse, and must designate a beneficiary
of the account. The beneficiary must be an individual who s a first-time home buyer,
resides in this state, and has not owned or purchased a single-family residence
during the 36 months before the month in which the individual purchases the
residence in this state. it @l gl = have

The account holder may designate himself or herself as the be eﬁclary, and
may change the beneficiary at any time, but /may not designate more than one
. beneficiary at a time. Anindividual may be the enef1c1ary of more than one-aegount,
and an individual may be the account holder of more than one account. {;
"3 An account holder may withdraw funds from the account to pay tI e"down
payment and eligible closing costs for the purchase of a single-family residence in
this state by the beneficiary or to reimburse the beneficiary for eligible costs. The
account holder may not use funds from the account to pay expenses he or she incurs
in administering the account, although the financial institution may deduct a service
fee from the account. efzates

Annually, an account holder may subtract from his or her federal adjusted gross
income (FAGI) up to $5,000, or $10,000 if the account holder files a _]omt come tax
return, of the amount he or she contributes to an account he or she ¢gta 5
well as any gain that accrues to the account ifthe gain isredeposited into the account
An account holder may not claim a subtraction for more than a total of $50,000 of
deposits into an account for each beneficiary. Annually, the account holder must
submit with his or tax return, on forms prepared by the Department of Revenue,
detailed information regarding transactions and withdrawals from the account.

An account holder must dissolve an account not later than 120 months after it
is opened. If funds remain in the account at the time it must be dissolved, or if the
account holder dies while funds remain in the account, the financial institution must
distribute the funds to the account holder or his or her estate. Generally, any amount
that is so distributed or that is withdrawn from an account for any reason other than
payment of eligible costs must be added to FAGI. The account holder or his or her
estate must also pay a penalty equal to 10 percent of any amount that must be added
to FAGI.

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 and local fiscal estimate, which will be
printed as an appendlx to this bill.
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From: Quinn, Brian D - DOA
Sent: Wednesday, February 13, 2019 10:19 AM
To: Shovers, Marc
Subject: First-Time Homebuyer Account Draft - 1898/P1
Marc,

On this one, | think that the only revision that needs to be made is to shift the effective date to Tax Year 2020.

Thanks.

Brian Quinn

Executive Policy and Budget Analyst - Advanced
Wisconsin Department of Administration

Division of Executive Budget and Finance
(608)-266-1923
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AN ACT ...; relating to: the budget.

Analysis by the Legislative Reference Bureau
TAXATION |

INCOME TAXATION

This bill creates a tax-advantaged first-time home buyers savings account.
Under the bill, an individual may create the account at a financial institution either
individually or jointly with his or her spouse, and must designate a beneficiary of the
account. The beneficiary must be an individual who is a first-time home buyer,
resides in this state, and has not owned or purchased a single-family residence
during the 36 months before t}? onth in which the individual purchases the
residence in this state. The b« ? ?55’5’5 wpplies Lo taxabl® Yo e 2030,

The account holder may designate himself or herself as the beneficiary, and
may change the beneficiary at any time, but an account may not have more than one
beneficiary at atime. An individual may be the beneficiary of more than one account,
and an individual may be the account holder of more than one account. An account
holder may withdraw funds from the account to pay the down payment and eligible
closing costs for the purchase of a single-family residence in this state by the
beneficiary or to reimburse the beneficiary for eligible costs. The account holder may
not use funds from the account to pay any expenses he or she incurs in administering
the account, although the financial institution may deduct a service fee from the
account,

Annually, an account holder may subtract from his or her federal adjusted gross
income (FAGI) up to $5,000, or $10,000 if the account holder files a joint income tax
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return, of the amount he or she contributes to an account he or she creates, as well
as any gain that accrues to the account if the gain is redeposited into the account.
An account holder may not claim a subtraction for more than a total of $50,000 of
deposits into an account for each beneficiary. Annually, the account holder must
submit with his or tax return, on forms prepared by the Department of Revenue,
detailed information regarding transactions and withdrawals from the account.

An account holder must be dissolve an account not later than 120 months after
it is opened. If funds remain in the account at the time it must be dissolved, or if the
account holder dies while funds remain in the account, the financial institution must
distribute the funds to the account holder or his or her estate. Generally, any amount
that is so distributed or that is withdrawn from an account for any reason other than
payment of eligible costs must be added to FAGI. The account holder or his or her
estate must also pay a penalty equal to 10 percent of any amount that must be added
to FAGL.

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 and local 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) (a) 29. of the statutes is created to read:
71.05(6) (a) 29. For an account holder or an account holder’s estate, with regard
to an account described under s. 71.10 (10):

a. Any amount that is distributed to an account holder under s. 71.10 (10) (d)

‘3. or to an account holder’s estate under s. 71.10 (10) (d) 4.

b. Any amount that is withdrawn from the account for any reason other than
payment or reimbursement of eligible costs as defined under s, 71.10 (10) () 3.,
except that this subd. 29.b. does not apply to the transfer of funds to another account
as described under s. 71.10 (10) (¢) 4. or funds that are disbursed pursuant to a filing
for baﬁkruptcy protection under 11 USC 101 et seq.

SECTION 2. 71.05 (6) (b) 54. of the statutes is created to read:
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71.05 (6) (b) 54. For each account an account holder creates unders. 71.10 (10),
and subject to s. 71.10 (10) (d), an account holder may subtract an amount of up to
$5,000, or an amount of up to $10,000 for each such account if the account holder files
a joint income tax return, that the account holder depoéits into such an account in
the taxable year to which the subtraction relates, and any interest, dividends, or
other gain that accrues in the account if the interest, dividends, or other gain is
redeposited into the accounf.

- SEcTtiON 3. 71.05 (6) (b) 55. of the statutes is created to read:

71.05 (8) (b) 55. Any amount received by, or paid for the benefit of, a beneficiary,
asdefinedunders. 71.10 (10) (a) 2., from an account unders. ‘7 1.10(10), provided that
any such amount is used to pay eligible costs, as defined under s. 71.10 (10) (a) 3.

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

71.10 (4) (k) Any amount of money or other assets computed under s. 71.83 (1)

(ch).

SECTION 5. 71.10 (10) of the statutes is created to read:

71.10 (10) FIRST-TIME HOME BUYERS SAVINGS ACCOUNTS. (a) Definitions. In this
subsection:

- 1. “Account holder” means an individual who creates, individually or jointly
with his or her spouse, an account under this subsection.
2. “Beneficiary” means a first-time home buyer Who is designated by an
account holder as the beneficiary of an account under this subsection.
3. “Eligible costs” means the down payment and allowable closing costs for the‘
purchase of a single-family residence in this state by a beneficiary.
4. “Financial institutidn” means any bank, trust company, savings institution,

savings bank, savings and loan association, industrial loan association, consumer
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SECTION 5

‘finance company, credit union, or any benefit association, insurance company, safe

deposit company, money market mutual fund, or similar entity authorized to do
business in this state.

5. “First-time home buyer” means an individual who resides in this state and

has not owned or purchased, either individually or jointly, a single-family residence

during the 36 months before the month in which the individual purchasAes a
single-family residence in this state. |

6. “Single-family residence” means a place of abode that is owned and occupied
by a beneficiary as his or her principal residence.

(b) Creation of account. 1. An individual may becdme an account holder by
creating an account at a financial institution to pay or reimburse the eligible costs
of a first-time home buyer.

2. Not later than April 15 of the year following the year in which an account
holcier creates an account, the accouht holder shall designate a beneficiary. The
account holder may designate himself or herself és the beneficiary. An account
holder may change the beneficiary at any time. No account created under this
subsection may have more than one beneficiary at any one time.

3. An individual may jointly own an account created under this subsection with
his or her spouse if the married couple files a joint tax return.

4. An individual may be the account holder of more than one account created
under this subsection, but an account holder may not have more than one account
that designates the same beneficiary.

| 5. An indiﬁdual may be the beneficiary of more than one account created under

this subsection.
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6. Only cash and marketable securities may be contributed to an account under
this subsection.

7. Persons other than an account holder may contribute to an account créated
under this subsection, but the subtraction under s. 71.05 (6) (b) 54. may be claimed
only by an account holder. |

(¢) Account holder rights and responsibiliti'es. 1. An account holder may
withdraw funds from an account created undef this subsection to pay eligible costs
for the benefit of the beneficiary or to reimburse the beneficfary‘for eligible costs the
beneficiary incurs and has paid.

2. An account holder may not use funds in an account created under this
subsection to pay any expenses he or she incurs in administering the account,
althoﬁgh a financial institution may deduct a service fee from the account.

3. Annually, an account holder shall submit to the department of revenue with
his or her income taﬁc return, on forms prepared by the department, detailed
information regarding the acéount. The information submitted shall iﬁclude all of
the following:

a. A list of transactions in the account during the taxable year to Whjch the
account holder’s return relates.

b. The 1099 form issued by the financial institution that relates to the account.

c. Alist of eligible costs, and other costs, for which funds from the account were
withdrawn during the taxable year to which the account holder’s return reiates.

d. The amount of funds left in the account at the end of the taxable year to which
the account holder’s return relates.

4. An account holder may withdraw funds from the account with no penalty due

under s. 71.83 (1) {(ch) and no responsibility to make an addition under s. 71.05 (6)
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SECTION 5
(a) 29.,if he or she immediately transfers the funds to a different financial institution
and deposits the fundsinto an account created under this subsection at that financial
institution. |

(d) Limitations on accounts, dissolution. 1. An account holder may not claim
a subtraction unders. 71.05 (6) (b) 54. for more than a total of $50,000 of depositsinto
an account for each beneficiary. |

2. An account holder shall dissolve an account created under thiﬁs subsection
not later than 120 months after it is created by the account holder.

3. If funds remain in an account when it must be dissolved under subd. 2., the
financial institution shall distribute the proceeds in the account to the account
holder.

4. If an account holder dies while funds remain in the account, the proceeds
shall be distributed to the account holder’s estate.

(e) Department responsibilities. The department shall:

1. Prepare and distrjbute any forms that an account holder is required to
submit under this subsection, and any other forms thaf the department believes are
necessary to enable it to administer this subsection and the adjustments to income
under s. 71.05 (6) (a) 29. and (b) 54. and 55.

2. Prepare and distribute to ﬁnanciai institutions and potential home buyers
informational materials about the accounts described in this subséction.

SECTION 6. 71.83 (1) (ch) of the statutes is created to read:

71.83 (1) (ch) First-time home buyers savings account withdrawals. If an
account holder, as defined under s. 71.10 (10) (a) 1., or an account holder’s estate is
required to add any amount to federal adjusted gross income under s. 71.05 (6) (a)

29., the account holder or the account holder’s estate shall also pay an amount equal
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to 10 percent of the amount that was added to income under s. 71.05 (6) (a) 29. The
department of revenue shall assess, levy, and collect the penalty under this
paragraph as it assesses, levies, and collects taxes under this chapter.

SEcTION 9337. Initial applicability; Revenue.

(1) The treatment of ss. 71.05 (6) (a) 29. and (b) 54. and 55., 71.10 (4) (k) and
(10), and 71.83 (1) (ch) first applies to taxable years beginning on January 1, M

(END)

LY.
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This bill creates a tax-advantaged first-time home buyers savings account.

Under the bill, an individual may create the account gt/ firtancial Tnstitution-either-.
ivi ugjl%er Jmntlerlth,hls or her spo ouse, and must de51gnate a benef1c1ary of the

/ resides in this stat and has not owned or purchased a single-—family residence
K\?J ,@ during the 36 months before the month in which the individual purchases the

j \pa)/ :@ residence in this state. 'yhé\lo@!i/ll\f\iggt\apﬂiesxto \taxﬁbleﬁjarwzﬂzo /(’\ﬁw’””““"’"“%x
e —The-account holder may. designate-himself or hierself as the-beneficiary,-a
UQM\ eV ay change the beneficiary at any time, but an account may not have more than on
s v eneficiary at a time. An individual may be the beneficiary of more than one account,
o

-arr individual may be the aceount holderof more thanmone-aceount /fAn account
[ holder may withdraw funds from the account to pay the down payment and eligible

closing costs for the purchase of a single-family residence in this state by the
beneficiary or to reimburse the beneficiary for eligible costsjf The account holder may
not use funds from the account to pay any expenses he or she incurs in administering
the account, although the financial institution may deduct a service fee from the
account.

Annually, an account holder may subtract from his or her federal adjusted gross
income (FAGI) up to $5,000, or $10,000 if the account holder files a joint income tax

e
ATy 4
o

bogivning iy, Laxable year 2074
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return, of the amount he or she contributes to an account/he or she creates, as well
as any gain that acopues to.the.agcount-ifthe gain is redeposited into the account.
An account holder may not claim a subtraction for more than a total of $50,000 of
deposits into an account for each beneficiary. Annually-the-account holder mu

Submit-with-his-or-tax-return, on forms-prepared by the Department of Revenue

!

| detailed information regarding transactions and withdrawals from the account.

An account holder must be dissolve an account not later than 120 months after
it is opened. If funds remain in the account at the time it must be dissolved, or if the
account holder dies while funds remain in the account, the financial institution must
distribute the funds to the account holder or his or her estate. Generally, any amount
thatis so distributed or that is withdrawn from an account for any reason other than
payment of eligible costs must be added to FAGI. The account holder or his or her r
estate must also pay a penalty equal to 10 percent of any amount that t must be added
$0.FAGL I T

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

For further information see the state and local 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) (a) 29. of the statutes is created to read:

71.05 (6) (a) 29. For an account holder or an account holder’s estate, with regard
to an account described under s. 71.10 (10):

a. Any amount that is distributed to an account holder under s. 71.10 (10) (d)
3. or to an account holder’s estate under s. 71.10 (10) (d) 4.

b. Any amount that is withdrawn from the account for any reason other than
payment or reimbursement of eligible costs as defined under s. 71.10 (10) (a) 3.,
except that this subd. 29. b. does not apply to the transfer of funds to another account
as described under s. 71.10 (10) (¢) 4. or funds that are disbursed pursuant to a filing
for bankruptcy protection under 11 USC 101 et seq.

SECTION 2. 71.05 (6) (b) 54. of the statutes is created to read:
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71.05 (6) (b) 54. For each account an account holder creates under s. 71.10 (10),
and subjéct to 8. 71.10 (10) (d), an account holder may subtract an amount of up to‘
$5,000, dr an amount of up to $10,000 for each such account if the accdunt holder files
a joint income tax return, that the account holder deposits into such an account in
the taxable year to which the subtraction relates, and any interest, dividends, or
iother gain that accrues in the account if the interest, dividends, or other gain is
redeposited into the account.

SECTION 3. 71.05 (6) (b) 55. of the statutes is created to read:

71.05 (6) (b) 55. Any amount received by, or paid for the benefit of, a beneficiary,
asdefined unders. 71.10 (10) (a) 2., from an account under s. 71.10 (10), provided that
ény such amount is used to pay eligible costs, as defined under s. 71.10 (10) (a) 3.

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

71.10 (4) (k) Any amount of money or other assei;s computed uﬁder s.71.83 (1)
(ch). ‘

SECTION 5. 71.10 (10) of the statutes is created to read:

71.10 (10) FIRST-TIME HOME BUYERS SAVINGS ACCOUNTS. (a) Definitions. In this
subsection:

1. “Account holder” means an individual who creates, individually or jointly
with his or her spouse, an account under this subsection.

2. “Béneﬁciary” means a first-time home buyer who is designated by an
account holder as the beneficiary of an account undér this subsection.

3. “Eligible costs” means the down payment and allowable closing costs for the
purchase of a single-family residence in this state by a beneficiary.

4. “Financial institution” means any bank, trust company, savings institution,

savings bank, savings and loan association, industrial loan association, consumer
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finance company, credit union, or any benefit association, insurance company, safe
deposit company, money market mutual fund, or similar entity authorized to do
business in this state.

5. “First-time home buyer” means an individual who resides in this state and
has not owned or purchased, either individually or jointly, a single-family residence
during the 36 months before the month in which the individual purchases a
single-family residence in this state.

6. “Single-family residence” means a place of abode that is owned and occupied
by a beneficiary as his or her pfincipal residence. |

| (b) Creation of account. 1. An individual may become an account holder by
creating an account at a financial institution to pay or reimburse the eligible costs

of a first-time home buyer.
2. Not 1ater than April 15 of the year following the year in which an account

holder creates an account, the account holder shall designate a beneficiary. The

~ account holder may designate himself or herself as the beneficiary. An account

holder may change the beneficiary at any time. No account created under this
subsection may have more than one beneficiary at any one time.

3. Anindividual may jointly own an account created under this subsection with
his or her spouse if the married couple files a joint tax return.

4. Anindividual may be the account holder of more than one account created
under this subsection, but an account holder may not have more than one account
that designates the same beneficiary.

5. An individual may be the beneficiary of more than one account created under

this subsection.
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6. Only cash and marketable securities may be contributed to an account under
this subsection.

7. Persons other than an account holder may contribute to an account created
under this subsection, but the subtraction under s. 71.05 (6) (b) 54. may be claimed
only by an account holder.

(¢) Account holder rights and responsibilities. 1. An account holder may
Withdraw funds from an account created under this subsection to pay eligible éosts
for the benefit of the beneficiary or to reimburse the beneficiary for eligible costs the
beneficiary incurs and has paid. | |

2. An account holder may not. use funds in an account created under this
subsection to pay any expenses he of she incurs in administering the account,
although a financial institution may deduct a service fee from the accoﬁnt.

3. Annually, an account holder shall submit to the department of revenue with
his or her income tax return, on forms prepared by the department, detailed
information regarding the account. The information submitted shall include all of
the following:

a. A list of transactions in the account during the taxable year to which the
account holder’s return relates. |

b. The 1099 form issued by the financial institution that relates to the account.

c. Alistof eligible costs, and other costs, for which funds from the account were
withdrawn during the taxable year to which the account holder’s return relates.

d. The amount of fundsleft in the accouﬁf at the end of thetaxable year to which
the account holder’s return relates. .

4. An account holder may withdraw funds from the account with no penalty due

under s. 71.83 (1) (ch) and no responsibility to make an addition under s. 71.05 (6)
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(a) 29.,if he or she immediately transfersthe funds to a different ﬁnanci al institution
and deposits the funds into an account created under this subsection at that financial
institution.

(d) Limitations on accounts, dissolution. 1. An account holder may not claim
a subtraction under s. 71.05 (6) (b) 54. for more than a total of $50,000 of deposits into
an account for each beneficiary.

2. An account holder shall dissolve an account created under this subsection
not later than 120 months after it is created by the account holder.

3. If funds remain in an account when it must be dissolved under subd. 2., the
financial institution shall distfibute the proceeds in the account to the account
holder.

4. If an aécount holder dies while funds remain in the account, the proceeds
shall be distributed to the account holder’s estate. |

(e) Departmént responstbilities. The department shall:

1. Prepare and distribute any forms that an account holder is required to
submit under this subsection, and any other forms that the department believes are
necessary to enable it to administer this subsection and the adjustments to income
under s. 71.05 (6) (a) 29. and (b) 54. and 55.

2. Prepare and distribute to financial institutions and potential home buyers
informational materials about the accounts described in this subsection.

SECTION 6. 71.83 (1) (ch) of the statutes is created to read:

71.83 (1) (ch) First-time home buyers savings accouﬁt withdrawals. If an
account holder, as defined under s; 71.10(10) (a) 1., or an account holder’s estate‘is
required to add any amount to federal adjusted gross income under s. 71.05 (6) (a)

29., the account holder or the account holder’s estate shall also pay an amount equal
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to 10 percent of the amount that was added to income under s. 71.05 (6) (a) 29. The
department of revenue shall assess, levy, and collect the penalty under this
paragraph as it assesses, levies, and collects taxes under this chépter.

SEcTION 9337. Initial applicability; Revenue.

(1) The treatment of ss. 71.05 (6) (a) 29. and (b) 54. and 55., 71.10 (4) (k) and

(10), and 71.83 (1) (ch) first applies to taxable years beginning on January 1, 2020.

(END)
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1. Tax-advantaged first-time home buyer accounts

This bill creates a tax-advantaged first-time home buyers savings account.
Under the bill, an individual may create the account and must designate a
beneficiary of the account, which may be the account holder. The beneficiary must
be an individual who is a first-time home buyer, which is defined as someone who
resides in this state and has not owned or purchased a single-family residence
during the 36 months before the month in which the individual purchases the
residence in this state. An account holder may withdraw funds from the account to
pay the down payment and eligible closing costs for the purchase of a single-family
residence in this state by the beneficiary or to reimburse the beneficiary for eligible
costs. The account holder may not use funds from the account to pay any expenses
he or she incursin administering the account, although the financial institution may
deduct a service fee from the account. .

Beginningin taxable year 2020, annually, an account holder may subtract from
his or her federal adjusted gross income (FAGI) up to $5,000, or $10,000 if the account
holder files a joint income tax return, of the amount he or she contributes to an
account, as well as any gain that is redeposited into the account. An account holder

2019 - 2020 LEGISLATURE : 2
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may not claim a subtraction for more than a total of $50,000 of deposits into an
account for each beneficiary.

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 and local 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:

SeEcTION 1. 71.05 (6) (a) 29. of the statutes is created to read:

71.05 (6) (a) 29. For an account holder or an account holder’s estate, with regard
to an account described under s. 71.10 (10):

a. Any amount that is distributed to an account holder under s. 71.10 (10) (d)
3. or to an account holder’s estate under s. 71.10 (10) (d) 4.

b. Any amount that is withdrawn from the account for any reason other than
payment or reimbursement of eligible costs as defined under s. 71.10 (10) (a) 3.,
except that this subd. 29. b. does not apply to the transfer of funds to another account
as described under s. 71.10 (10) (c) 4. or funds that are disbursed puréuant to afiling
for bankruptey protection under 11 USC 101 et seq.

SECTION 2. 71.05 (6) (b) 54. of the statutes is created to read: ‘

71.05 (B) (b) 54. For each account an account holder creates under s. 71.10 (10),
and subject to s. 71.10 (10) (d), an account holder may subtract an amount of up to

$5,000, or an amount of up to $ 10,000ﬁ§gh su@ if the account holder files

{

a joint income tax return,)&hat the account holder deposits into such an account in
‘\w,

the taxable year to which the subtraction relates, and any interest, dividends, or

other gain that accrues in the account if the interest, dividends, or other gain is

redeposited into the account.
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| SECTION 3. 71.05 (6) (b) 55. of the statutes is created to read:

71.05 (6) (b) 55. Any amount received by, or paid for the benefit of, a benef1c1ary, E
!

asdefinedunders. 71.10(10) (a) 2., from an account under s. 71.10(10), provided that!

any such amount is used to pay eligible costs, as defined under s. 71.10.(10).(a) S/X N

SECTION 4. 71.10 (4) (k) of the statutes is created to read: reads

71.10 (4) (k) Any amount W@gmpmed unders. 71.83 (1)

(ch).
SECTION 5.. 71.10 (10) of the statutes is created to read:
71.10 (10) FIRST-TIME HOME BUYERS SAVINGS ACCOUNTS. (a) Definitions. In this
subsection:
1. “Account holder” means an individual who creates, individually or jointly
with his or her spouse, an account under this subsection.
/2'.S “Beneficiary” means a first-time home buyer who is designated by an
account holder as the beneficiary of an account under this subsection.
) /8;1 “Eligible costs” means the down payment and allowable closing costs for the
purchase of a single-family residence in this state by a beneﬁciary.l
/4'. “Financial institution” means any bank, trust company, savings institution,
savings bank, savings and loan association, industrial loan association, consumer
finance coxhpany, credit union, or any benefit association, insurance company, safe
deposit cbmpany, moriey market mutual fund, or similar entity authorized to do
business in this state.
/6(;3 “First-time home buyer” means an individual who resides in this state and
has not owned or purchased, either individually or jointly, a single-family reside‘nce
during the 36 months before the month in which the individual purchases a

single-family residence in this state.
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of a ﬁrst time home buyer

R

2. Not later than Aprll 15 of the year following the year in which an account )

holder creates an accoun J the account holder shall designate a beneflclaf{y@f'l‘he

(=9

account holder may designate himself or herself as the beneficiary. An account
holder may change the beneficiary at any time. No account created under this
subsection may have more than one beneficiary at any one time.

3. An individual may jointly own an account created under this subsection with

his or her spouse (ff the marrled couple flles ajglﬁtﬂfo“iTéW -

4. An individual may be the account holder of more than one account created
under this subsection, but an account holder may not have more than one account
that designates the same beneficiary.

5. Anindividual may be the beneficiary of more than one account created undér
this subsection.

6. Only cash and marketable securities may be contributed to an account under
this subsection.

7. Persons other than an account holder may contribute to ah account created
under this subsection, but the subtraction under s. 71.05 (6) (b) 54. may be claimed
only by an account holder. |

(c) Aécount holder rights and responsibilities. 1. An account holder may

withdraw funds from an account created under this subsection to pay eligible costs
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for the benefit of the beneficiary or to reimbufs_e the beneficiary for eligible costs the
beneficiary incurs and has paid.

2. An account holder may not use funds in an account created under this
subsection to pay any expenses he or she incurs in administering the account,
although a financial institution may deduct a service fee from the account.

3. Annually, an account holder shall submit to the department of revenue with
his or her income tax return, on forms prepared by the department, detailed
information regarding the account. The information sobmitted shall include all of
the following: |

a. A list of transactions in the account during the taxable year to which the
Jo-
W{/ﬂw@&w@ e j € /wwz/z/ifd Mw ﬂmzﬁ‘iwv
M

\ftf ﬂj Aty
b. The 1099 form issued by the financial institution that relates to the account

account holder’s return relate%)

c. Alist of eligible costs, and other costs, for which funds from the account were

withdrawn during the taxable year to which the account holder s return relates

| "M

R

“d. The amount of funds left in the account at the end of the taxable year to Wthh -

XW"“

L%he account holder’s return relates. ’ ™

4. An account holder may withdraw funds from the account with no penalty due
under s. 71.83 (1) (ch) and no responsibility to make an addition under s. 71.05 (6)
(a) 29.,if he or she immediately transfers the funds to a different financial institution
and deposits the fundsinto an account created under this subsection at that financial
institution.

(d) Limitations on accounts, dissolution. 1. An account holder may not claim
a subtraction unders. 71.05 (6) (b) 54.Afor more than a total of $50,000 of deposits into

an account for each beneficiary.
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2. An account holder shall dissolve an account created under this subsection
not later than 120 months after it is created by the account holder.

3. If funds reinain in an account when it must be dissolved under subd. 2., the
financial institution shall distribute the proceeds in the account to the account
holder.

4, If an account holder dies while funds remain in the account, the proceeds
shall be distributed to the account holder’s estate. |

(e) Depaftment responsibilities. The department shall:

1. Prepare and distribute any forms that an account holder is required to
submit under this subsection, énd any other forms that the department believes are
necessary to enable it to administer thi subsectiﬁpd the adjusﬁments to income

under s. 71.05 (6) (a) 29. and (b) 54.7A y

2. Prepare and distribute to financial institutions and potential home buyers
informational materials about the accounts described in this subsection.

SEcTION 6. 71.83 (1) (ch) of the statutes is created to read:

71.83 (1) (ch) First-time home buyers savings account withdrawals. If an
account holder, as defined under s. 71.10 (10) (a) 1., or an account holder’s estate is
required to add any amount to federal adjusted gross income under s. 7 1.0>5 (6) (a)
29., the account holder or the account holder’s estate shall also pay an amount equal
td 10 percent of the amount that was added to income under s. 71.05 (6) (a) 29. The
department of revenue shall assess, levy, and collect the penalty under this
paragraph as it assesses, levies, and collects taxes under this chapter.

SEcTION 9337. Initial applicability; Revenue.
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1 (1) The treatment of ss. 71.05 (6) (a) 29. and (b) 54. and 55., 71.10 (4) (k) and
2 (10), and 71.83 (1) (ch) first applies to taxable years beginning on January 1, 2020.

3 ‘ . (END)
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2. “Allowable closing costs” means disbursements listed in a settlement
statement for the purchase of a single-family residence by an account holder.

Insert4 -1

- residence intended for occupation by a single family unit

Insert 4 - 12

, including a manufactured home, residential trailer, mobile home,

condominium unit, or cooperative
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TAXATION
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1, Tax-adva,ntaged first-time home buyer accounts

This bill creates a tax-advantaged first-time home buyers savings account.
Under the hbill, an individual may create the account and must designate a
beneficiary of the account, which may be the account holder. The beneficiary must
be an individual who is a first-time home buyer, which is defined as someone who
resides in this state and has not owned or purchased a single-family residence
during the 36 months before the month in which the individual purchases the
residence in this state. An account holder may withdraw funds from the account to
pay the down payment and eligible closing costs for the purchase of a single-family
residence in this state by the beneficiary or to reimburse the beneficiary for eligible
costs. The account holder may not use funds from the account to pay any expenses
he or she incurs in administering the account, although the financial institution may
deduct a service fee from the account.

Beginningin taxable year 2020, annually, an account holder may subtract from
his or her federal adjusted gross income (FAGI) up to $5,000, or $10,000 if the account
holder files a joint income tax return, of the amount he or she contributes to an
account, as well as any gain that is redeposited into the account. An account holder
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may not claim a subtraction for more than a total of $50,000 of deposits into an
account for each beneficiary.

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 and local fiscal estimate, which will be
printed as an appendix to this bill.

The peoplé of the state of Wisconsin, represented in senate and assembly, do
enact as follows: :
SecTION 1. 71.05 (6) (a) 29. of the statutes is created to read:

71.05 (8) (a) 29. For an account holder or an account holder’s estate, with regard
to an account described under s. 71.10 (10):

a. Any amount that is distributed to an account holder under s. 71.10 (10) (d)
3. or to an account holder’s estate under s. 71.10 (10) (d) 4.

b. Any amount that is withdrawn from the account for any reason other than
payment. or reimbursement of eligible costs as defined under s. 71.10 (10) (a) 3.,
except that this subd. 29. b. does not apply to the transfer of funds to another account
as described under s. 7 L. 10 (10) (c) 4. or funds that are disbursed pursuant to a filing
for bankruptcy protection under 11 USC 101 et seq.

SECTION 2. 71.05 (6) (b) 54. of the statutes is created to read:

71.05 (6) (b) 54. For each account an account holder creates under s. 71.10 (10), |
and subject to s. 71.10 (10) (d), an account holder may subtract an amount of up to
$5,000, or an amount of up»to $10,000 if the account holder files a joint income tax
return, for each such account that the account holder deposits into such an account
in the taxable year to which the subtraction relates, and any interest, dividends, or
other gain that accrues in the account if the interest, dividends, or other gain is

redeposited into the account.
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SECTION 3

SEcTION 3. 71.10 (\4) (k) of the statutes is created to read:

71.10 (4) (k) Any amount computed under s. 71.83 (1) (ch).

SecTION 4. 71.10 (10) of vthe statutes is created to read:

71.10 (10) FIRST-TIME HOME BUYERS SAVINGS ACCOUNTS, (a) Definitions. In this
subsection:

1. “Account holder” me.ans an individual who creates, individually or jointly
with his or her spouse, an account under this subsection. |

2. “Allowable closing costs” means disbursements listed in a settlement
statemént for the purchase of a single—familyvresidence by an account holder.

3. “Beneficiary” means a first-time home buyer who is designated by an
account holder as the beneficiary of an account under this subsection.

4. “Eligible costs” means the down payment and allowable closing costs for the

- purchase of a single-family residence in this state by a beneficiary.

5. “Financial institution” means any bank, trust company, savings iﬁstitution,
savings bank, savings and loan association, industrial loan association, consumer
finance company, credit union, or any benefit association, insurance company, safe
deposit company, money market mutual fund, or similar entity authorized to do
business in this state.

6. “First-time home buyer” means an individual who resides in this state and
has not owned or purchased, either individually or jointly, a single-family residence
during the 36 months before the month in which the individual purchases a
single-family residence in this state.

7. “Single-family residence” means a residence intended for occupation by a

single family unit that is owned and occupied by a beneficiary as his or her principal
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SECTION 4

residence, including a manufaétured home, residential trailer, mobile home,
condominium unit, or cooperative.

(b) Creation of account. 1. An individual may become an account holder by
creating an account at a financial institution to pay orv reimburse the eligible costs
of a first-time home buyer. |

2. The account holder shall designate a beneficiary when the account is created.
The account holder may designate himself or herself as the beneficiary. An account
holder may change the beneficiary at any time. No account created under this
subsection may have more than one beneficiary at any one fime.

3. An individual may jointly bwn an account created under this subsection with
his or her spouse.

4. An individual may be the account holder of more than one account created
under this subsection, but an account holder may not have more than one account
that designates the same beneficiary.

5. An individual may be the beneficiary of more than one account created under
this subsection.

6. Only cash and marketable securities may be contributed to an account under
this subsection. |

' 7. Persons other than an account holder may contribute to‘an account created
under this subsection, but the subtraction under s. 71.05 (6) (b) 54. may be claimed
only by an account holder.

| (c) Account holder rights and responsibilities. 1. An account holder may ’
withdraw funds from an account created under this subsection to‘pay eligible costs
for the benefit of the beneficiary or to reimburse the beneficiary for eligible costs the

beneficiary incurs and has paid.
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SEcTION 4

2. An account holder may not use funds in an account created under this
subsection to pay any expenses he or she incurs in administering the account,
although a financial institution may deduct a service fee from the account.

3. Annually, an account holder shall submit to the department of revenue with
his or her income tax return, on forms prepared by the department, detailed

information regarding the account. The information submitted shall include all of

- the following:

a. Alist of transactions in the account during the taxable year to which the
account holder’s return relates, including the beginning and ending balance of the
account.

b. The 1099 form issued by the financial institution that relates to the account.

c. Alist of eligible costs, and other costs, for which funds from the account were
withdrawn during the taxable year to which the account holder’s return relates.

4. An account holder may withdraw funds from the account with no penalty due
under s. 71.83 (1) (ch) and no responsibility to make an addition under s. ;71.05 (6)
(a) '?;9., ifhe or she immediately transfers the funds to a different financial institution
and dep osits the funds into an account created under thissubsection at that financial
institution.

(d) Limitations on accounts, dissolution. 1. An account holder may not claim
a subtraction under s. 71.05 (6) (b) 54. for more than a total of $50,000 of depositsinto
an account for each beneficiary.

2. An account holder shall dissolve an account created under this subsection

not later than 120 months after it is created by the account holdér.
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SECTION 4

3. If funds remain in an account when it must be dissolved under subd. 2., the
financial institution shall distribute the proceeds in the account to the account
holder.

4. If an account holder dies while funds remain in the account, the proceeds
shall be distributed to the account holder’s estate.

(e) Department responsibilities. The department shall:

1. Prepare and distribute any forms that an‘ account holder is required to
submit under this subsection, and any other forms that the department believes are
necessary to enable it to administer this subsection and the adjustments to income
under s. 71.05 (6) (a) 29. and (b) 54.

2. Prepare and distribute to financial institutions and potential home buyers
informational materials about the accounts described in this subsection.

SECTION 5. 71.83 (1) (ch) of the statutes is created to read:

71.83 (1) (ch) First-time home buyers savings account withdrawals. If an
account holder, as defined under s. 7 1.10 (10) (a) 1., or an account holder’s éstate is
required to add any amount to federal adjusted gross income under s. 71.05 (6) (a)
29., the account holder or the account holder’s estate shall also pay an amount equal
to 10 percent of the amount that was added to income under sk. 71.05 (6) (a) 29. The
department of revenue shall assess, levy, and collect the penalty under this
paragraph as it assesses, levies, and collects taxes under this chapter.

SEcTioN 9337. Initial applicability; Revenue.

(1) The treatment of ss. 71.05 (6) (a) 29. and (b) 54. and 55., 71.10 (4) (k) and
(10), and 71.83 (1) (ch) first applies té taxable years beginning on January 1, 2020.

(END)



