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Fund Sources Affected Affected Ch. 20 Appropriations
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Assumptions Used in Arriving at Fiscal Estimate:

This bill changes the effective date of AB 456, which created an individual income tax deduction for certain
health insurance premiums.

There are no costs associated with this bill other than to delay the costs associated with AB 456 from being
incurred in FYO1 to FY02. The revenue loss from AB 456 as introduced reduced revenue by $4.1 million.
However, an amendment to AB 456 substantially increases the cost of that bill.

Approximately 1,030,000 employees in Wisconsin with employer-sponsored medical insurance are required
to contribute to the cost of their premiums. Average annual premiums range from $2,000 for single
coverage and $5,600 for family plans, for an average of $3,800. Assuming that 10% of employees are
required to pay 75% or more of the cost of their health insurance, and that these employees pay, on
average, 85% of the premiums ($3,200), and assuming an effective marginal tax rate of 6%, allowing a
deduction for persons whose employer either does not contribute or contributes not more than 25% of the
cost of their health insurance would reduce individual income tax revenues by $19.8 million (103,000 x
3,200 x 0.06). This would increase the revenue loss of the bill to $23.9 million.

An estimate of administrative costs is not yet available.

Long-Range Fiscal Implications:
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INTRODUCTION # AB 942

Admin. Rule #

Subject

Change Applicability Date for Individual Income Tax Deduction for Medical Insurance for Persons with No

Employer-Provided Insurance

I. One-Time Costs or Revenue Impacts for State and/or Local Government (do not include in annualized fiscal effect):

ll. Annualized Costs:

Annualized Fiscal impact on State funds from:

A. State Costs by Category
State Operations - Salaries and Fringe

Increased Costs

Decreased Costs

(FTE Position Changes)

( FTE)

State Operations-Other Costs

Local Assistance

Aids to Individuals or Organizations

TOTAL State Costs by Category

$ Not available

B. State Costs by Source of Funds

Increased Costs

Decreased Costs

GPR $ $ -
FED -
PRO/PRS -
SEG/SEG-S -
lil. State Revenues - %’\%ﬁlgg ei.a ?% \Inrl‘ré?le'lagrec:%%%?leglsilel 'mtﬂ'ggﬁgeo eté:egi(e:. se state Increased Rev. Decreased Rev.
GPR Taxes $ $ - 23.9 million
GPR Earned -
FED -
PRO/PRS -
SEG/SEG-S -
TOTAL State Revenues $ $ -23.9 million
NET ANNUALIZED FISCAL IMPACT
STATE LOCAL
NET CHANGE IN COSTS $ Not available $
NET CHANGE IN REVENUES $ - 23.9 million $
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