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Fiscal Estimate Narratives
DOR 2/3/2023

LRB Number 23-1049/1 Introduction Number SB-0001 |Estimate Type  Original

Description
establishing a flat individual income tax rate

Assumptions Used in Arriving at Fiscal Estimate

Under current law, Wisconsin imposes four graduated individual income tax rates. After accounting for a
standard deduction and personal exemptions, the tax rates are applied to remaining taxable income. For
single taxpayers in 2023, the bottom rate of 3.54% applies to taxable income below $13,810; the second
rate of 4.65% applies to taxable income between $13,810 and $27,630; the third rate of 5.3% applies to
taxable income between $27,630 and $304,170; the top rate of 7.65% applies to taxable income
exceeding $304,170. Married taxpayers filing joint returns use the same rates, but the tax bracket
thresholds are approximately 33% higher. Married taxpayers filing separate returns also use the same
rates, but the tax bracket thresholds are approximately 33% lower. The tax bracket thresholds are
indexed for inflation on an annual basis.

This bill reduces the individual income tax rates for tax year 2023 to 3,47%, 4.3%, 4.79%, and 6.55%,
respectively. In tax year 2024, the bill further reduces rates to 3.4%, 3.95%, 4.28%, and 5.45%,
respectively. In tax year 2025, the bill reduces rates to 3.32%, 3.6%, 3.76%, and 4.35%, respectively. In
tax year 2026 and thereafter the rate of taxation is 3.25% for all taxable income under the bill.

The bill also requires that the department of revenue adjust income tax withholding tables by October 1
each year from 2023 to 2025. Based on a simulation of the proposed tax rates, DOR expects the bill to
reduce individual income tax collections by $2.11 billion in fiscal year 2024, $2.85 billion in fiscal year
2025, $4.31 billion in fiscal year 2026, and approximately $5.06 billion annually thereafter.

Long-Range Fiscal Implications
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establishing a flat individual income tax rate

annualized fiscal effect):

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

IIl. Annualized Costs:

Annualized Fiscal Impact on funds from:

Increased Costs:

Decreased Costs

A. State Costs by Category

State Operations - Salaries and Fringes
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B. State Costs by Source of Funds
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