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CURRENT LAW 

 Under state law, a child can remain in an out-of-home care placement in the child welfare 

system until he or she is 18 years of age, or, if the youth is expected to graduate from high school 

or its equivalent, 19 years of age (or 21 if an individualized education plan is in effect). After this 

time, the youth "ages out" of out-of-home care and is expected to begin to live independently 

and, unless the youth pursues higher education, to enter the job force.  

 The supplemental security income (SSI) program provides federal and state benefits to 

guarantee a minimum income level for qualifying disabled, elderly, and blind individuals. In 

2017, an individual may receive a monthly federal benefit of up to $735, with the payment 

decreasing as a recipient's income increases, and a flat monthly state supplemental payment of 

approximately $84. Some SSI recipients may receive additional benefits if they qualify for an 

exceptional expense supplement or a caretaker supplement. An adult can qualify for SSI due to a 

disability if he or she has certain disabling conditions, or cannot engage in "substantial gainful 

activity" because of a physical or mental condition expected to last for over a year, or result in 

death. A child can qualify due to a disability if he or she has a physical or mental condition that 

results in severe functional limitations, and that is expected to last for over a year or result in 

death.  

GOVERNOR 

 Create a refundable tax credit under the state individual income tax called the young adult 

employment assistance credit, beginning in tax year 2018, for certain individuals who age out of 

out-of-home placements under the statutes relating to children in need of protection or services 

or juveniles in need of protection or services (JIPS). The credit would be equal to 125% of the 
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federal earned income tax credit (EITC) for claimants with no qualifying children, without 

regard to the age limits under federal law. 

 An individual could claim the credit if the claimant is a young adult defined as: (a) an 

individual who has aged out of out-of-home care without achieving permanency in either of the 

two tax years prior to the tax year to which the claim relates, or who did so in the tax year to 

which the claim relates; or (b) an individual who was previously designated as disabled under the 

SSI program as a minor, but who, in either of the two tax years prior to the year to which the 

claim relates, or in the tax year to which the claim relates, lost his or her disability status due to a 

disability redetermination using the adult disability rules when he or she reaches 18 years of age. 

 "Aged out" would mean being discharged from out-of-home care due to one of the 

following instances: (a) termination of a dispositional order made before the individual becomes 

18 years old, that places or continues the placement of the individual in out-of-home care, except 

as provided under the statutes regarding continuation of CHIPS or JIPS dispositional orders; (b) 

termination of a voluntary transition-to-independent-living agreement; or (c) termination of a 

voluntary agreement for placement of a child in a foster home or group home. 

 In order to meet the definition of "aged out," the discharge would have to occur on the date 

of any of the following: (1) the date that the individual becomes 18 years old; (2) the date that 

the individual is granted a high school or high school equivalency diploma, or the date on which 

the individual becomes 19 years old, whichever occurs first, if the individual is a full-time 

student at a secondary school or its vocational or technical equivalent and is reasonably expected 

to complete the program before becoming 19 years old; (3) the date on which the individual is 

granted a high school or high school equivalency diploma or the date on which the individual 

becomes 21 years old, whichever occurs first, if the individual is a full-time student at a 

secondary school or its vocational equivalent and if an individualized education program is in 

effect for the individual; (4) the date that an individual who is 18 years old or older makes a 

decision to leave out-of-home care and the CHIPS or JIPS order listed above is dismissed, the 

voluntary transition to independent living agreement is terminated, or the voluntary placement 

agreement is terminated; or (5) the date of termination of a CHIPS or JIPS dispositional order 

that provides for the termination one year or less after the date on which the order was entered. 

 Individuals claiming the credit could not be a part-year resident or nonresident of the state. 

No credit may be allowed unless it is claimed within four years of the tax year to which the claim 

relates and no credit would be allowed for a tax year covering a period of less than 12 months, 

except in the event of a claimant's death.  

 The Department of Children and Families (DCF) and the Department of Health Services 

(DHS) would be required to work together to verify claims for the credit, and the Department of 

Revenue's (DOR) administrative authority under the state EITC would be extended to the young 

adult employment assistance credit. 

 As noted, the proposed credit would be refundable. Therefore, if the amount of credit 

exceeds the claimant's income tax liability, the state would issue a check for the excess amount. 

Refundable credits are treated as expenditures, rather than revenue offsets, under the state 
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accounting system. The bill would create a sum sufficient GPR appropriation to fund payments 

of the credit. The estimated cost of the credit is $724,400 in 2018-19. 

 It should be noted that the Governor's budget provision has also been introduced as 2017 

Assembly Bill 239 and Senate Bill 208. AB 239 was recommended for passage by a vote of 8-0 

by the Committee on Public Benefit Reform. On March 21 it was referred to the Joint Committee 

on Finance. SB 208 has been referred to the Committee on Revenue, Financial Institutions and 

Rural Issues. That Committee has not yet met on the bill. 

DISCUSSION POINTS 

1. The federal EITC has provided tax relief to low-income taxpayers since 1975 and 

besides tax relief, reflects several policy goals. The credit provides incentive to work by subsidizing 

wages, lessens reliance on welfare programs, and reduces poverty, with an emphasis on childhood 

poverty. Initially, the federal credit extended only to individuals with children, but the credit was 

expanded in 1993 to include childless workers. Like 22 other states and the District of Columbia, 

Wisconsin offers a state EITC, based on the federal EITC. Depending on family size, the Wisconsin 

credit is equal to a percentage of the federal credit. The federal and state credit offset payroll taxes 

and sales and excises taxes paid by claimants. 

2. Unlike the federal credit, Wisconsin's EITC cannot be claimed by individuals with no 

children. Neither the state nor the federal EITC are available for childless individuals under the age 

of 25. 

3. To receive the federal EITC, different eligibility criteria apply for claimants with 

children and claimants without children. For claimants whose children meet relationship, age, 

residency, and filing requirements, there is no minimum age requirement imposed on claimants. 

However, individuals with no qualifying children must be at least 25 years of age at the end of the 

tax year for which the credit is claimed in order to claim the credit. It is unclear why the federal 

credit uses 25 as the age when childless workers can claim the credit. However, that age is viewed 

by some as the age when most individuals have finished their education and have assumed 

responsibility for providing for themselves. Nonetheless, there are many young adults who have 

assumed this responsibility and would benefit from the credit for its intended purposes. 

Consequently, there have been proposals to lower the age of eligibility for childless workers. 

4. The proposed credit would be available for two years after individuals age out of out-

of-home placements, so credit claimants are expected to be in the 18 to 25 year old age group. The 

Bureau of Labor Statistics (BLS), U.S. Department of Labor, maintains employment data by state 

and by age group that illustrate how this age group differs from the rest of the state. Individuals in 

the 20 to 24 year old age group are more likely to be unemployed than the state's labor force as a 

whole, although the unemployment rate for this age group has fallen closer to the state average as 

the labor market has recently tightened.  
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TABLE 1 

 

Unemployed Percentage of Wisconsin Civilian Labor Force 

By Age Group, Annual Averages 

 

  State By Selected Age Groups 

 Year Total 25 to 64 20 to 24 
 

 2010 8.7% 7.4% 15.0% 

 2011 7.8 6.5 12.6 

 2012 7.1 6.0 9.2 

 2013 6.7 5.5 11.9 

 2014 5.6 4.8 10.8 

 2015 4.6 3.8 7.0 

 2016 Preliminary 4.1 3.7 5.2 
 

 Source: Bureau of Labor Statistics, U.S. Department Labor. 

 
 

5. Many individuals in the 20 to 24 age group have not completed their education or have 

ended their educational attainment. BLS data for the nation as a whole shows that unemployment 

rates decrease and labor participation rates increase as levels of educational attainment increase. 

BLS data also shows that overall wage levels tend to increase as educational attainment increases. 

Finally, data shows that over half (54.9%) of the employed individuals in the 20 to 24 year old age 

group are employed in occupations with median Wisconsin wage levels that are less than the state's 

overall 2016 median wage level of $36,250 (Table 2). Only 34.6% of the employed individuals in 

the 25 to 64 age group are employed in the same occupations. 

TABLE 2 

 

Distribution of Employed Individuals by Age Group and by Selected Occupations and 

Comparison to 2016 Wisconsin Median Wage Level 

 
 

  Percent of Age Group 2016 Wisconsin 

 Occupation 20 to 24 25 to 64 Median Wage 

 

 Sales & Related Occupations 14.8% 9.5% $26,470 

 Office & Administrative Support 14.1 11.5 33,840 

 Food Preparation & Serving 13.8 4.0 19,290 

 Transportation & Material Moving 6.6 6.1 32,780 

 Personal Care & Service 5.6 3.5 22,580 

 

6. Unlike the general population, youth who age out of foster care likely do not have 

parents or family to rely upon for financial support. Research indicates that these youth are at much 

higher risk of adverse economic and social outcomes, including homelessness, higher 

unemployment rates, lower educational enrollment, higher rates of criminal involvement, and 
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unplanned pregnancy. For example, the Midwest Evaluation of the Adult Functioning of Former 

Foster Youth from May, 2002, to March, 2003, showed that 18% of youth had been homeless at 

some point between leaving out-of-home care and age 21. Further, 23% had failed to graduate high 

school and almost half had experienced economic hardship, such as lack of money to pay rent, 

disconnection of utilities, or eviction. 

7. The bill would extend the proposed credit to childless youth under the age of 25 who 

have aged out of out-of-home care and are attempting to enter the workforce. The credit would be 

equal to 125% of the federal EITC for childless adults and would be available for the two tax years 

after the youth ages out of out-of-home care. The credit would also extend to childless youth who 

have lost SSI eligibility due to a disability redetermination. When a child turns 18 (or age 19 for a 

full-time student in secondary school), eligibility for SSI is redetermined using the criteria for 

adults. The list of impairments differs for adults and children. Further, the adult eligibility standard 

reviews for ability to engage in substantial gainful activity, whereas the standard for a child does 

not. As a result, a child could lose eligibility for SSI benefits simply by reaching the age of 18. For 

example, a child could qualify for SSI benefits because of a mental disorder which would not impair 

an adult's ability to engage in substantial gainful activity. Based on data from DHS and DCF, DOA 

estimates that approximately 2,700 young adults would claim the credit in 2018. This would include 

young adults who have aged out of out-of-home care or lost their SSI eligibility in 2018 or either of 

the two tax years preceding 2018. 

8. The federal EITC is calculated as a percentage of earned income. The credit gradually 

increases until earned income reaches a threshold amount, known as maximum credit income, at 

which point the claimant receives the maximum allowable credit. The maximum credit is extended 

to claimants with earned income over this first income threshold and under a second income 

threshold. After the second income threshold, the credit is gradually reduced until it is eliminated for 

individuals with earned income over a third income threshold, or maximum income level. Since 

2002, the two income thresholds used to calculate the credit's phaseout have been higher for married 

claimants than for unmarried claimants, while the credit percentage and the maximum credit income 

have been the same for both types of claimants. The income thresholds used in the calculations are 

indexed for inflation based on the change in the 12-month average of the consumer price index 

through August of the year preceding the tax year. Consequently, the 2018 EITC parameters will 

not be known until later this year. Table 3 displays the estimated parameters for the 2018 federal 

EITC for individuals with no children.  
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TABLE 3 

 

Estimated Parameters for Calculating the 2018 Federal EITC 

for Single and Married Claimants With No Children 

 
  Single Married 
 

 Credit Percentage 7.65% 7.65% 

 Maximum Credit Income $6,820 $6,820 

 Maximum Credit 522 522 

 Phase-Out Income 8,540 14,260 

 Phase-Out Rate 7.65% 7.65% 

 Maximum Income 15,360 21,080 

 

 

9. Based on the parameters in Table 3, Table 4 displays the estimated 2018 credit 

amounts for childless individuals by income level under federal law and under the Governor's 

proposal.  

TABLE 4 
 

Estimated 2018 Federal and Proposed State Tax Credit Amounts 

By Income Level for Married and Unmarried Claimants 

 
  Federal EITC Proposed State Credit 

 Earned Income Single Married Single Married 
 

 $1,000 $77 $77 $96 $96 

 2,000 153 153 191 191 

 3,000 230 230 287 287 

 4.000 306 306 383 383 

 5,000 383 383 478 478 

 6,000 459 459 574 574 

 7,000 522 522 652 652 

 8,000 522 522 652 652 

 9,000 487 522 608 652 

 10,000 410 522 513 652 

 11,000 334 522 417 652 

 12,000 257 522 321 652 

 13,000 181 522 226 652 

 14,000 104 522 130 652 

 15,000 28 465 34 581 

 16,000 0 389 0 486 

 17,000 0 312 0 390 

 18,000 0 236 0 295 

 19,000 0 159 0 199 

 20,000 0 83 0 103 

 21,000 0 6 0 8 

 22,000 0 0 0 0 
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10. For tax year 2018, the maximum federal credit for childless claimants is estimated at 

$522, so the maximum state credit that could be claimed is estimated at $652 ($522 x 1.25). 

However, the administration estimates an average credit of only $273 due to the phase out 

thresholds described above. With an estimated 2,653 claimants, total credits are estimated at 

$724,400 in 2018-19. As noted, because the credit would be refundable, payments would be 

recorded in the state budget system as an expenditure, rather than as a reduction in tax collections.  

11. If the Committee is comfortable with this level of support for claimants, as well as this 

level of total expenditures, it could adopt the Governor's recommendation. However, DOA 

submitted errata related to the proposal's provisions regarding the joint verification of claims by 

DCF, DHS, and DOR. Under the errata, DCF and DHS would verify eligibility and notify DOR of 

eligible claimants by January 15 of each year. Further, DOR indicates that additional language 

changes are needed to correct a reference to the federal EITC and clarify that with respect to 

married claimants who both qualify for the credit, each qualifying spouse would be able to claim the 

credit individually. This would maximize the value of the credit for such households (Alternative 1). 

12. Under the proposal, a single, childless individual working full time at a minimum wage 

job making $15,080 annually ($7.25 x 2,080) would qualify for a credit estimated at $27. A 

Massachusetts Institute of Technology model developed by Dr. Amy Glasmeier calculates basic 

living expenses in each state and estimates the wages that individuals in various living situations 

would need to meet that standard. For Wisconsin, the model estimates a living wage of $10.58 an 

hour, or $21,998 annually, for a childless, single individual in 2016. Therefore, a single, childless 

individual working full time and earning the minimum wage would have an income about $7,000 

below the living wage, with or without the proposed credit. 

13. The federal EITC formula results in such a low credit under the proposal because it 

employs a low credit rate and because the credit's 2018 phase-out occurs between threshold levels 

of only $8,540 and $15,360 ($21,080 if married). By increasing either or both of these factors, a 

larger credit could be extended. For example, doubling the credit rate by increasing the proposed 

state credit from 125% of the federal EITC for childless adults to 200% would result in an average 

credit of $1,002 and would increase the cost of the credit to $2,100,000, or by $1,375,600 compared 

to the bill. Doubling the maximum credit income and the phase-out income would result in an 

average credit of $1,149 and would increase the cost of the credit to $2,400,000, or by $1,675,600 

compared to the bill. Finally, doubling the credit rate, the maximum credit income, and the phase-

out income would result in an average credit of $2,297 and would increase the cost of the credit to 

$4,800,000, or by $4,075,600 compared to the bill. These options are presented as Alternatives 2. a., 

b., and c. 

14. On the other hand, the creation of a new tax credit would require DOR to produce and 

administrate complicated new tax forms similar to the 17-page federal EITC form shown in the 

Attachment. This may confuse young tax filers into mistakenly filing for, or inquiring into, the 

proposed credit when they are not eligible. Further, the federal Internal Revenue Service estimates 

that approximately 21% of eligible taxpayers do not claim the EITC. This may be due to the 

complexity of the tax forms or a lack of knowledge of the tax code. Consequently, a significant 

portion of eligible youth may not apply for the credit they would be entitled to receive. 
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15. Another option would be to restructure the tax credit as a grant payment, which could 

be advantageous for several reasons. First, if the credit was restructured as a grant, DCF and DHS 

could ensure that youth would be notified, and the agencies could take affirmative steps to pay 

grants to eligible youth. This would avoid the need for former out-of-home care youth and 

physically and mentally impaired former SSI recipients to file complicated tax forms to claim 

credits they may not be aware of. Second, the young adult employment assistance tax credit would 

only be available to youth who are earning income in unsubsidized employment. Unemployed 

youth who were formerly in out-of-home care or receiving SSI payments would not be eligible for 

the credit, but could be eligible for assistance under a grant program. Third, a grant could be paid in 

installments or at different times during the year, whereas the young adult employment assistance 

tax credit would only be available with an annual tax refund. Thus, a grant may be more flexible for 

the needs of the recipients. 

16. Then again, a tax credit may have less overall administrative burden given that DOR 

would already have the statewide structure in place to review and process claims and to transfer 

payments. By contrast, DCF would need to create policies and procedures to implement a grant 

program.  

17. The Committee could decide to modify the proposal to structure the young adult 

employment assistance tax credit as a grant from DCF (Alternative 3). Under this alternative, DCF 

would be provided an annual appropriation of $3,600,000 GPR beginning in 2018-19 to fund grants 

that support youth who age out of SSI benefits or the out-of-home care system obtain and maintain 

employment and assist with training and education. Eligible youth would qualify for grant of up to 

$652 (the maximum proposed credit under the bill) in the year they age out and the two following 

years. DCF would be required to establish policies and procedures for administration of the program 

and DHS would be required to verify youth eligible due to ageing out of SSI benefits. Youth ageing 

out of both out-of-home care and SSI benefits would only be eligible to receive one grant from DCF 

per year.  

18. Finally, the Committee could delete the Governor's proposal from the budget bill 

(Alternative 4). Given that DCF and the Department of Workforce Development currently provide 

services that prepare youth for participation in the workforce, the Committee could decide that it is 

unnecessary to provide for a new tax credit or grant program. Also, given that AB 239 and SB 208, 

which address the provision, have been introduced, the Committee could remove the item from the 

budget. 

ALTERNATIVES  

1. Approve the Governor's proposal to create a refundable tax credit under the state 

individual income tax called the young adult employment assistance tax credit, beginning in tax 

year 2018, for certain individuals who age out of out-of-home placements and SSI benefits. In 

addition, modify the proposal as recommended by the Department of Administration, to require the 

Department of Children and Families and the Department of Health Services to verify individuals 

who may be eligible for the credit and to notify the Department of Revenue of the potential 

eligibility by January 15 of each year. Further, modify the proposal to correct a reference to the 



Children and Families and General Fund Taxes (Paper #193) Page 9 

federal EITC and clarify that with respect to married claimants who both qualify for the credit, each 

qualifying spouse would be able to claim the credit individually.  

 

2. Modify the Governor's proposal in one of the following ways: 

 a.  Increase the proposed state credit from 125% of the federal EITC for childless adults to 

200%, thereby increasing the estimated cost of the credit to $2,100,000, or by $1,375,600 compared 

to the Governor's proposal;  

 b. Double the maximum credit income and the phase-out income, thereby increasing the 

estimated cost of the credit to $2,400,000, or by $1,675,600 compared to the Governor's proposal; 

or  

 c. Increase the proposed state credit from 125% of the federal EITC for childless adults to 

200%, and double the maximum credit income and the phase-out income, thereby increasing the 

estimated cost of the credit to $4,800,000, or by $4,075,600 compared to the Governor's proposal.  

 In addition, modify the proposal as recommended by the Department of Administration, to 

require the Department of Children and Families and the Department of Health Services to verify 

individuals who may be eligible for the credit and to notify the Department of Revenue of the 

potential eligibility by January 15 of each year. Further, modify the proposal to correct a reference 

to the federal EITC and clarify that with respect to married claimants who both qualify for the 

credit, each qualifying spouse would be able to claim the credit individually.  

 

 

3. Modify the Governor's recommendation to change the proposed young adult 

employment assistance tax credit into a grant program administered by DCF. DCF would be 

provided with an annual appropriation of $3,600,000 GPR beginning in 2018-19 to fund grants that 

support youth who age out of SSI benefits or the out-of-home care system obtain and maintain 

employment. The grants would be intended as wage supplements or assistance for education and job 

training. Eligible youth would qualify for grants of up to a total amount of $652 in the year they age 

out and in each of the two following years. DCF would be required to develop policies and 

procedures for administration of the grant program and DHS would be required to verify youth 

eligible due to losing eligibility for SSI benefits upon reaching the age of 18. Youth ageing out of 

ALT1 Change to 

 Base Bill 

 

GPR $724,400 $0 

ALT 2 Change to 

 Base Bill 

 

a. GPR $2,100,000 $1,375,600 

b. GPR 2,400,000 1,675,600 

c. GPR 4,800,000 4,075,600 
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both out-of-home care and SSI benefits would only be eligible to receive only one grant from DCF 

per year.  

 

 

4. Delete provision. 

 

 

 

 

 

Prepared by:  John D. Gentry and Rick Olin 

Attachment

ALT 3 Change to 

 Base Bill 

 

GPR $3,600,000 $2,875,600 

ALT 4 Change to 

 Base Bill 

 

GPR $0 - $724,400 
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