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Assumptions Used in Arriving at Fiscal Estimate:

This bill modifies the definition of income used in the Homestead tax credit program by excluding from
income the nontaxable portion of pensions and annuities as well as tax deductible payments to IRAs, Keogh
accounts and deferred compensation. The bill also includes in household income life insurance death
benefits and sickness or injury compensation excluded from gross income under Section 104 of the Internal
Revenue Code.

Based on a simulation using the 1999 Wisconsin Individual Income Tax Model, it is estimated that this bill
would increase Homestead expenditures by no more than $2.3 million annually. This estimate was
calculated using available information on tax year 1999 Homestead credit claimants and was adjusted to
reflect the statutory increase in the Homestead credit income threshold for tax year 2000 and thereafter.
Information is not available for filers who currently cannot claim the Homestead credit but who would
become eligible for the credit under this bill. Further, because information is not available for the amount of
non-taxable life insurance death benefits or sickness and injury compensation received by filers, the
estimate does not include the effect of adding back these amounts to household income. As a result, the
fiscal effect provided here overstates the actual effect of this bill by an unknown amount.

Long-Range Fiscal Implications:
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A. State Costs by Category
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