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Fiscal Estimate Narratives
DOR 4/8/2010

LRB Number 09-3420/1 Introduction Number AB-0908 |Estimate Type  Original

Description
Creating a nonrefundable individual income tax credit for interest paid on certain student loans

Assumptions Used in Arriving at Fiscal Estimate

Under current federal law, up to $2,500 of interest paid on loans for qualified postsecondary educational
expenses may be deducted from federal gross income. The deduction is phased out when modified
adjusted gross income is between $55,000 and $70,000 ($110,000 and $140,000 for joint filers). Since the
starting point for calculating Wisconsin income tax is federal adjusted gross income, any federal student
loan interest deduction is also excluded from Wisconsin income for tax purposes.

This bill creates an individual income tax credit for 50 percent of the amount of interest that is paid on certain
educational expenses loans. These loans must be used to pay for tuition, fees, books, room and board, and
educational supplies that are directly related to attendance at certain regionally accredited, nonprofit,
postsecondary educational institutions. The Wisconsin credit does not have the amount or income limits that
are included in the federal deduction.

Using the 2007 Individual Income Tax Model, adjusted for 2010 income levels and law, it is estimated that
individuals could claim $91 million of the proposed Wisconsin credit in tax year 2010 if the 2007 federal
student loan deduction limitations were in place. Since the credit is non-refundable, the credit could only be
used to the extent that individuals owe income tax. As a result, the bill is estimated to reduce revenue by
$75 million in tax year 2010. Removing the federal $2,500 limit and the federal income limits, it is estimated
that the total claimed credit would be $102 million. Since the credit is non-refundable, the credit could only
be used to the extent that individuals owe income tax. As a result, the bill is estimated to reduce revenue by
$84 million in tax year 2010.

Long-Range Fiscal Implications
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