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Assumptions Used in Arriving at Fiscal Estimate

Current state law excludes the amount of student loan debt relief from taxable income if the student lcan was
discharged according to a provision of the loan under which all or part of the indebtedness of the individual
would be discharged if the individual worked for a certain period of time in certain professions (ex: certain
student loans discharged under the Public Service Loan Forgiveness program).

For state income tax purposes, effective beginning in 2024, this bill adopts the student loan debt relief tax
exclusion under the federal American Rescue Plan Act of 2021, which more broadly excludes discharged
student loans. While the federal provision expires after 2025, this bill extends the exclusion for state tax
purposes beyond the 2025 tax year.

The amount of student loan forgiveness that will occur in 2024 or future years is unknown, so the fiscal effect of
the bill is indeterminate.

In recent years, Wisconsin returns accounted for about 1.7% of U.S. adjusted gross income and Wisconsin has
an average marginal tax rate for people with student loan interest deductions of 5.2%. This suggests that, per
billion of currently taxable federal student loan forgiveness that occurs in 2024, Wisconsin residents will receive
about $17 million of income (1.7% of forgiven debt) and the state would collect about $880,000 in additional
revenue. Under the bill, the state would forgo that additional revenue. '

Long-Range Fiscal Implications
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