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1. Federalizes the Wisconsin Alternative Minimum Tax (AMT) in tax year 2016
· Cost in the current biennium: $6 million, cost in the 2017-18 biennium: $24 million
· Wisconsin is one of six states that has an individual state AMT in addition to the federal AMT
· The WI AMT is calculated by determining taxable income, subtracting any allowable exemption and applying the current AMT rate of 6.5%. Exemptions vary by filing status and phase out as income rises	
· WI AMT is based off federal AMT, which uses federal adjusted gross income (AGI) minus itemized or standard deductions
· What about middle class families?
· Between tax years 2012 and 2013, the number of taxpayers subject to AMT increased 263.2% from 7,656 to 27,807 filers. This is primarily due to changes made to the tax brackets in the previous budget when the number of tax brackets was reduced from five to four
· Those that already pay the federal AMT may be subject to the WI AMT as well.
· Federal exemptions for AMT have risen from $45,000 in 2000, to $83,400 in 2015. Wisconsin AMT exemption remains at the 2000 level of $45,000. This caused more AMT burden to be pushed on middle and upper middle class families subject to the Wisconsin AMT
· Why do we need to do this? If we do nothing:
· Dependence on this revenue will continue to grow until we cannot afford to eliminate it: AMT liabilities in Wisconsin grew from $7.5 million in 2012 to $26.1 million in 2013, or by 249.5%. It is projected that the AMT liability will increase to $27.8 million in 2015 and $30.5 million in 2016
· AMT will grow and continue to capture more of the middle class, because unlike the federal AMT, the WI AMT does not index for inflation

2. Relief for Married Filers
· Under current law, for 2016, the maximum deduction for married couples filing jointly is $18,460 and the standard deduction for married couples filing separately is $8,770
· The proposal would set the standard deduction for tax year 2016 at $19,010 for married couples filing jointly and $9,030 for married individuals filing separately
· This directly provides tax relief to those married individuals whether they file jointly or separately by increasing the maximum deduction for married taxpayers
· The tax relief is provided for all income levels
3. Federalizes deduction for school supplies purchased by teachers (2015 SB 130)
4. Exempts sales and use tax on construction materials on projects for non-profit, governmental units (including water and sewage districts), and school districts (2013 AB 76)
5. Eliminates double taxation of music devices (juke boxes) and hunting reserves/game farms
6. Taxes hard pear cider and hard apple cider at the same rate: under current law, the difference in fruit creates taxation at different rates
7. Delay implementation of the Manufacturing & Agriculture Tax Credit (MAC)
· Implements the MAC for 2015 at a rate of 5.025% instead of 5.526% for 2015
· Full implementation of the MAC at a rate of 7.5% would apply in 2016
· Savings of $16.8 million in tax revenue would be used to pay for tax changes in the budget
SMALLER CHANGES
1. Modifies definition of “bona fide angel investment” to include the purchase of a note or bond that is convertible to equity interest
2. Eliminates exclusion for payments for use of ATV corridors: under current law, property owners can be reimbursed for ATV usage on their land. In the history of the program, no one has claimed this
3. Modifies methodology of calculating the state research credit, set at a rate of 5.75% of the claimant’s qualified research expenses for the taxable year if they exceed 50% of the average expenses for the three preceding years
4. Relaxes check-off limits: under current law, a tax check-off must generate at least $65,000 in contributions in the previous tax year. This changes that requirement by eliminating check-offs that do not generate at least $50,000 in a three year average


