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Fiscal Estimate Narratives
DOR 4/18/2017

LRB Number 17-2370/M1 'Introduction Number AB-0232 |Estimate Type  Original

Description
a sales tax holiday in August

Assumptions Used in Arriving at Fiscal Estimate

The bill creates a temporary sales and use tax exemption for specified items during the two-day period
beginning with the first Saturday in August and ending on the following Sunday each year. Under the bill,
the sale of clothing items sold for $75 or less, computers purchased for a consumer's personal use sold for
$750 or less, school computer supplies purchased for a consumer's personal use sold for $250 or less,
and school supplies sold for $75 or less would be exempt during the two-day period. The price limits apply
to the sales price of a single item. The temporary exemption does not apply in 2019 or in any year
thereafter.

According to the National Retail Federation, national expenditures for school supplies reached an
estimated $4.4 billion in 2016. Wisconsin's share of US personal income is approximately 1.71%.
Assuming Wisconsin's share of school supply purchases is the same as the state's share of personal
income and that 35% of school supply purchases occur during the exemption period, the temporary
exemption for school supplies would decrease state sales/use tax collections by $1.30 million.

Based on information from the 2012 Economic Census and Wisconsin sales tax returns, Wisconsin
clothing sales reached an estimated $5.5 billion in 2016. Assuming that the sales tax holiday would draw
two average weeks of sales activity and assuming that 80% of products sold would be under the
exemption threshold ($75), the temporary exemption for clothing would decrease state sales/use tax
collections by approximately $8.29 million.

Under current law, the definition of "computer" covers many electronic devices such as televisions, cellular
phones, and video game consoles that have computer chips. The department estimates that US
expenditures on consumer electronics will reach $292 billion in 2017. Assuming that Wisconsin's share of
computers and computer school supplies is the same as the state's share of US personal income (1.71%),
80% of sales are under the price threshold, and that the sales tax holiday would draw two average weeks
of sales activity, the temporary exemptions for computers and computer school supplies are expected to
decrease state sales/use tax collections by approximately $7.70 million.

If, however, the bill is modified to limit the definition of "computer" to items such as laptops, desktops, and
tablets, the temporary exemption for computers and computer school supplies is expected to decrease
state sales/use tax collections by approximately $1.45 million.

In sum, the August sales tax holiday is estimated to decrease state sales/use tax collections by $17.3
million on an annual basis. If the definition of "computer" is limited to laptops, desktop, and tablets, the
temporary exemption would decrease state sales/use tax collections by $11.0 million.

Local (county, baseball district, and premier resort area) sales tax revenues were approximately 7.7% of
state sales tax collections in 2016. Assuming this percentage remains consistent, the bill would create a
revenue loss to local governments of approximately $1.3 milliion ($17.3 million * 7.7 %). If the definition of
"computer" is limited to laptops, desktop, and tablets, the temporary exemption would decrease local
sales/use tax collections by $850,000.

Long-Range Fiscal Implications
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