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Fiscal Estimate Narratives
DOR 4/2/2009

LRB Number 09-1694/1 Introduction Number AB-0234 |Estimate Type  Original

Description
an income and franchise tax for hiring certain individuals.

Assumptions Used in Arriving at Fiscal Estimate
This bill provides income and franchise tax credits for wages paid to the following individuals:

1. A veteran who is entitled to compensation for a service—connected disability and who is a member of a
family receiving supplemental nutrition assistance.

2. An ex—felon.

3. An individual who is a vocational rehabilitation referral.

4. An individual who is participating in a program administered by any local workforce development board in
this state.

5. An individual who is at least 16 years of age, but no more than 17 years of age, who is either a high
school student or who graduates from high school during the taxable year for which a credit is claimed, and
who is a member of a family whose Wisconsin taxable income is no more than 70% of the federal poverty
line.

The credit is equal to 20% of the wages paid by the claimant for an ex-felon, an individual who is a
vocational rehabilitation referral, or a qualified veteran up to a maximum of $2,500 per employee per year,
and the maximum aggregate annual credit for all claimants for these classes of employees is $6 million. For
tax years beginning after December 31, 2008 and before January 1, 2010, the credit may be claimed for
employees who work at least 400 hours in the taxable year. Thereafter it may be claimed only for employees
who work at least 1,560 hours in the taxable year.

For an individual participating in a program administered by a local workforce development board, the credit
is equal to 20% of the wages paid by the claimant up to a maximum of $2,000 per year for each employee.
The maximum aggregate annual credit for all claimants for wages for these individuals is $3 million. For tax
years beginning after December 31, 2008 and before January 1, 2010, the credit may be claimed for
employees who work at least 400 hours in the taxable year. Thereafter it may be claimed only for employees
who work at least 1,560 hours in the taxable year.

For qualified youth employees, the credit is equal 50% of the wages paid by the claimant up to a maximum
of $200 per month per employee if the employee works less than 35 hours per week or $400 per month if
the employee works 35 hours or more per week and up to $1,200 per year for each employee. The
maximum annual aggregate credit amount for all claimants for youth employees is $3 million.

Unused credits may be carried forward for 15 years.

Except for credits claimed for wages paid to a youth employee, credits claimed must be repaid to the
Department of Revenue if the employee does not work for the claimant for 365 consecutive days.

FISCAL ESTIMATE

In order to reach the maximum aggregate annual credit of $6 million for the hiring of an ex-felon, an
individual who is a vocational rehabilitation referral or a qualified veteran, approximately 2,400 employees
would have to be hired to work 1,562 hours at an hourly rate of $8.00 (2,400 employees x 1,562 hours x
$8.00 x 20% = $6 million). Based on data from the Department of Corrections, the Department of Workforce
Development and the U.S. Veterans Administration, there would be at least 2,400 employees that would
meet the credit criteria. Thus, it can be assumed that the maximum $6 million will be reached under ordinary
economic conditions. However, the fiscal effect is likely to be lower in the near term under current economic
conditions.

Based on information from the Department of Workforce Development, individuals generally stop
participating in programs administered by local workforce development boards when they achieve
employment. Therefore, in general an employer would not pay wages to a person who is participating in



such a program, .since participation ends upon employment. Therefore, there would be no fiscal effect from
this provision. However, if the bill covered persons who had recently participated in a program administered
by a local workforce development board, the maximum aggregate annual credit of $3 million could be
reached if approximately 1,500 eligible employees were hired to work 1,250 hours at an hourly rate of $8.00
(1,500 employees x 1,250 hours x $8.00 x 20% = $3 million). Based on data from the Department of
Workforce Development, there would be at least 1,500 employees that would meet the credit criteria. Thus,
it can be assumed that the maximum $3 million will be reached under ordinary economic conditions.
However, the fiscal effect is likely to be lower in the near term under current economic conditions.

In order to reach the maximum aggregate annual credit of $3 million for the hiring of a qualified youth
employee, approximately 2,500 employees would have to be hired to work 300 hours at an hourly rate of
$8.00 (2,500 employees x 300 hours x $8.00 x 50%). Based on data from the US Census Bureau, there
would be at least 2,500 youths that would meet the credit criteria. Thus, it can be assumed that the
maximum $3 million will be reached under ordinary economic conditions . However, the fiscal effect is likely
to be lower in the near term under current economic conditions.

If the intent of the bill is to provide a credit only for wages paid to individuals while they are participating in a
program administered by a local workforce development board, the total fiscal effect of all provisions is
estimated to be an annual revenue loss of $9 million ($6 million + $3 million). If the intent of the bill is to
provide a credit for wages paid to individuals that had recently participated in a program administered by a
local workforce development board, the total fiscal effect of all provisions is estimated to be an annual
revenue loss of $12 million ($6 million + $3 million + $3 million).

However, the total fiscal effect of the bill is likely to be lower in the near term to the extent that current
economic conditions inhibit the hiring of individuals whose wages would qualify for the credit.

Long-Range Fiscal Implications
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