Wisconsin Department of Administration
Division of Executive Budget and Finance

Fiscal Estimate - 2011 Session

Original D Updated Corrected D Supplemental
LRB Number 11-24711 Introduction Number SB-201
Description
Relating to: an income and franchise tax credit for hiring unemployed individuals
Fiscal Effect
State:

[CNo State Fiscal Effect
[Jindeterminate
Increase Existin Increase Existin
U Appropriations g DRevenues 9 DIncrease Cqstg - May be possible
Decrease Existing [X] Decrease Existing to absr b within agency's budget
Appropriations Revenues X Yes Ono
DCreate New Appropriations [:D:]Decrease Costs
Local:
ONo Local Government Costs
O indeterminate 5.Types of Local -
1.Dlncrease Costs 3. [[jlncrease Revenue Government Units Affected .
- o [Otowns [Jvitage [JcCities
OPermissive [JMandatory  [JPermissive [JMandatory [l Counties [JOthers
2. [[JDecrease Costs 4.[JDecrease Revenue
School WTCS
DPermissive D Mandatory DPermissive D Mandatory Districts Districts
Fund Sources Affected Affected Ch. 20 Appropriations
O ePr [OJFep [JPro [ PRS [OSEG [JSEGS
Agency/Prepared By Authorized Signature Date
DOR/ Michael Oakleaf (608) 261-5173 John Koskinen (608) 267-8973 10/12/2011




Fiscal Estimate Narratives
DOR 10/12/2011

LRB Number 11-2471H Introduction Number SB-201 Estimate Type  Original

Description ,
Relating to: an income and franchise tax credit for hiring unemployed individuals

Assumptions Used in Arriving at Fiscal Estimate

The bill creates an income and franchise tax credit equal to $5,000 for each unemployed state resident hired
by the taxpayer in the taxable year to work a full-time job at the taxpayer's business in this state. The
maximum aggregate amount of all such credits that a taxpayer may claim for all taxable years is $250,000.
Unused credit may be carried forward for 15 years.

Fiscal Estimate

According to the US Census Bureau, there were 115,000 employer firms in Wisconsin in 2008 (the most
recent year available). This is the pool of potential claimants for the credit under the bill. To provide context
to the estimate, if each of these firms hired one eligible individual, it would generate claims of $575.5 million
(115,000 x $5,000). The maximum credit that a claimant may claim for all years is $250,000. To reach the
maximum, a firm would need to hire 50 eligible individuals ($250,000 maximum/$5,000 credit per eligible
individual).

The federal HIRE Act provided a social security tax exemption for employers that hired individuals that had
been unemployed for eight weeks. Based on 2010 data from the US Treasury Department on the number of
people hired in Wisconsin that were eligible for the HIRE Act exemption, adjusting for expectations of
changes in the unemployment rate over time, and assuming that 50% of the credit that is claimed in a year
is used to offset tax liability, the bill would result in a reduction in revenue of an estimated $131.6 million in
FY 2012, $570.4 million in FY 2013, $669.8 million in FY 2014, $571.8 million in FY 2015 and $563.6 million
in FY 2016. :

The above estimate includes an adjustment to remove unemployment in the manufacturing sector from the
calculation of the fiscal effect for tax years 2014 and after. The combination of single sales factor
apportionment and the qualified production activities credit created in 2011 Act 32 will significantly reduce
the tax liability of Wisconsin manufacturers and therefore reduce the amount of tax liability reduction
available from the credit under the bill for these claimants.

In addition, the above fiscal estimate includes an adjustment to account for firms that claim up to $250,000,
the maximum amount of credit allowed for each claimant for all tax years. It is anticipated that the fiscal
effect would peak in FY 2015, and then decrease as more employers reach the maximum credit amount and
as firms that had carried forward credits from previous years use those credits to offset taxes in later years.

The fiscal effect would be higher (lower) to the extent that more (fewer) eligible individuals are hired. The

fiscal effect would be lower to the extent that employers that are eligible for the credit under the bill have
reduced their tax liability with other tax provisions available under current law.

Long-Range Fiscal Implications
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Relating to: an income and franchise tax credit for hiring unemployed individuals

annualized fiscal effect):

I. One-time Costs or Revenue Impacts for State and/or Local Government (do not include in

Il. Annualized Costs:

Annualized Fiscal Impact on funds from:

Increased Costsl Decreased Costs

A. State Costs by Category

State Operations - Salaries and Fringes

(FTE Position Changes)

State Operations - Other Costs

Local Assistance

Aids to Individuals or Organizations

|TOTAL State Costs by Category

B. State Costs by Source of Funds

GPR

FED

PRO/PRS

SEG/SEG-S

lil. State Revenues - Complete this only when proposal will increase or decrease state
revenues (e.g., tax increase, decrease in license fee, ets.)

DOR/ Michael Oakleaf (608) 261-5173
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PRO/PRS
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NET ANNUALIZED FISCAL IMPACT
State Local
NET CHANGE IN COSTS $ 3
NET CHANGE IN REVENUE $See Text $
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