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Fiscal Estimate Narratives
DOR 3/6/2020

LRB Number 19-3973/1 Introduction Number AB-0969 Estimate Type  Original

Description
increasing certain individual income tax rates and expanding the number of brackets, a one-time increase in the
general program operations appropriation of the University of Wisconsin System, and making an appropriation

Assumptions Used in Arriving at Fiscal Estimate

Under current law Wisconsin has four individual income tax rates and brackets. For single individuals, heads of
household, and certain fiduciaries in 2020, taxable income in each bracket is subject to graduated rates as
follows:

Taxable Income .......... Tax Rate
less than $ 11,970 ....... 3.79%
$11,970 to $ 23,930 .... 4.96%
$23,930 to $263,480 ... 6.27%
$263,480 or more ....... 7.65%

For married individuals filing jointly, the rates are the same, but the bracket boundaries are approximately 33%
higher. For married individuals filing separately, the bracket boundaries are approximately 33% lower.

Note that, though, they are not affected by this bill, the lowest two rates are not finalized for tax year 2020. Under
2019 Wisconsin Act 10, DOR is required to estimate the increase in sales tax revenue collected from
marketplace providers (as defined in s. 77.51 (7i)) and to reduce the lowest two income tax rates to offset that
sales tax revenue increase.

This bill, effective in tax year 2020, creates a fifth income tax rate and bracket. For single individuals, heads of
household, certain fiduciaries, and married individuals filing separately, the 7.65% bracket will extend to
$500,000 and a new 8.25% bracket will apply to income above $500,000. The rate is the same for married
individuals filing jointly, but the bracket begins at $1,000,000 instead of $500,000.

The bill also requires DOR to estimate the increase in revenue that results from the bill and certify that amount to
the secretary of administration. The additional revenue is then applied to the general program operations
appropriation for the University of Wisconsin System.

Based on the 2017 DOR tax model, inflated to refiect tax year 2020 income levels, DOR expects the new bracket
to increase general purpose revenue by $142.5 million in fiscal year 2021, $125.9 million in fiscal year 2022, and
$134.1 million in fiscal year 2023, with similar annual amounts thereafter. Assuming DOR certifies the fiscal year
2021 revenue increase attributable to tax year 2020, the certification amount would be approximately $117.6
million.

Costs to administer this bill are minimal and can be absorbed by the Department.

Long-Range Fiscal Implications




Wisconsin Department of Administration
Division of Executive Budget and Finance

Fiscal Estimate Worksheet - 2019 Session

Detailed Estimate of Annual Fiscal Effect
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appropriation

increasing certain individual income tax rates and expanding the number of brackets, a one-time increase
in the general program operations appropriation of the University of Wisconsin System, and making an

annualized fiscal effect):
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