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LRB Number 15-0666/1 Ilntroduction Number AB-0084 |Estimate Type  Original

Description
Creating a refundable earned income tax credit for individuals, repealing the changes made to the earned
income tax credit in 2011 Wisconsin Act 32, and making an appropriation

Assumptions Used in Arriving at Fiscal Estimate

The Wisconsin earned income tax credit is calculated as a percentage of the federal credit, depending on
the number of the claimant's qualifying children. The Wisconsin credit is 4% of the federal credit for
persons with one qualifying child, 11% for persons with two qualifying children, and 34% for persons with
three or more qualifying children. Prior to 2011 Wisconsin Act 32, the credit rates were 4%, 14%, and 43%,
respectively. This bill repeals the 2011 law change beginning in 2015.

Under this bill, current earned income credit claims would increase by approximately $24.6 million in fiscal
year 2016, $25.3 million in fiscal year 2017 and annually thereafter.

The bill also creates an independent additional earned income tax credit. Individuals may claim the
refundable credit equal to 25% of earned income, up to a maximum credit amount of $2,500. Individuals
with earned income between $10,000 and $15,000 would receive the maximum credit. For earned income
levels above $15,000, the credit is phased-out at a rate of 15%, until it reaches zero at $31,666.
Nonresidents, part-year residents, minors, and tax dependents are not eligible for the credit.

The additional earned income credit is not limited with respect to the unearned income of claimants or the
earned income of spouses. As such, based on 2012 individual income tax returns, approximately 1.43
million individuals could claim approximately $2.06 billion of credit annually under the bill.

The department expects to incur administrative costs commensurate with the size of the new credit.

Long-Range Fiscal Implications
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Description

Creating a refundable earned income tax credit for individuals, repealing the changes made to the
earned income tax credit in 2011 Wisconsin Act 32, and making an appropriation

1. One-time Costs or Revenue Impacts for State and/or Local Government (do not include in

annualized fiscal effect):

Il. Annualized Costs:

Annualized Fiscal Impact on funds from:
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