Wisconsin Department of Administration
Division of Executive Budget and Finance

Fiscal Estimate - 2017 Session

| Original D Updated Corrected Supplemental
LRB Number 17-5136/1 Introduction Number AB-0869
Description
Income and franchise tax credit for the development of low-income housing
Fiscal Effect

State:
[CJINo State Fiscal Effect

I _llindeterminate

L] —Jlincrease Existing .lncrease Existing
Appropriations Revenues [ Increase Costs - May be possible
Decrease Existing .Decrease Existing to absEt;wﬁhm agency's budget
Appropriations Revenues es |
Create New Appropriations DDecrease Costs

Loc:
[ INo Local Government Costs
lndeterminate 5.Types of Local
1.[Oincrease Costs 3.0increase Revenue gfc;(\e/;rggrent Units
PermlssweMandatory Permlsswe Mandatory D]Towns CVillage .Cities
2.Decrease Costs 4.Decrease Revenue . Counties . others 0
[JPermissive[[JMandatory [JPermissive[[JMandatory = SWTCS
Districts
Fund Sources Affected , Affected Ch. 20 Appropriations
Xl GPR [[JJFED | | PRO [} PRS SEG |_J| SEGS
Agency/Prepared By Authorized Signature Date

DOR/ Michael Oakleaf (608) 261-5173 Jamie Adams (608) 266-6785 1/23/2018




Fiscal Estimate Narratives
DOR 1/23/2018

LRB Number 17-5136/1 introduction Number AB-0869 [Estimate Type  Original

Description :
Income and franchise tax credit for the development of low-income housing

Assumptions Used in Arriving at Fiscal Estimate

The bill would create a non-refundable tax credit for the development of low-income housing in Wisconsin.
Under the bill, a "qualified development" is defined as a housing project in this state that is qualified for the
federal low-income housing credit under Section 42(g) of the Internal Revenue Code (IRC) and that is
financed with tax exempt bonds pursuant to Section 42(i) of the IRC.

The credit would be allocated by the Wisconsin Housing and Economic Development Authority (WHEDA).
The maximum amount of credit that WHEDA may certify to be claimed in a calendar year is $42 million
plus the total of all unallocated credits from previous calendar years plus the total amount of all previously
allocated credits that have been revoked or canceled by WHEDA.

The owners of a qualified development would be eligible for the credit for six years beginning with the
taxable year in which the qualified development is placed into service.

The credit may be claimed against income and franchise taxes assessed under Chapter 71 and insurance
premium fees assessed under Chapter 76.

Fiscal Estimate

The fiscal effect of the bill is unknown but would be subject to the annual iimits in the bill. The average
annual fiscal effect could therefore be limited to a decrease in income and franchise tax revenue of $42
million. The fiscal effect in a given year could be higher if unallocated credits from prior years are
subsequently allocated. The fiscal effect would be less than $42 million in a given year to the extent that
taxpayers do not have sufficient tax liability to use the full amount of credit they have been allocated.

For context, WHEDA allocates approximately $14 million in federal low-income housing tax credits
annually. The bill would provide total state tax credits of approximately three times that amount.

it is also unknown what proportion of the credit would be claimed against Chapter 71 income and franchise
taxes or Chapter 76 insurance premium fees. The fiscal effect on income and franchise tax revenue could

be reduced to the extent that credits are claimed by insurance companies against premium fees assessed

under Chapter 76.

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

annualized fiscal effect):

Ii. Annualized Costs:

Annualized Fiscal Impact on funds from:
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A. State Costs by Category
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