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Background

In June 2018, the United States Supreme Court ruled on South Dakota v. Wayfair, Inc. (Wayfair). The Wayfair
decision expanded the State’s authority to require remote sellers, which are out-of-state sellers without a
physical presence in the State, to collect and remit sales or use tax on sales delivered into Wisconsin. The
Department of Revenue (DOR) required remote sellers to collect and remit sales or use tax on sales of taxable
products and services in Wisconsin beginning October 1, 2018.

2017 Wisconsin Act 368 and 2019 Wisconsin Act 10 created statutory requirements for DOR to estimate
the additional reported sales and use tax revenue resulting from the Wayfair decision and to determine
certain individual income tax rates. First, DOR was required to estimate the additional reported sales and
use tax revenue resulting from the Wayfair decision for the period beginning October 1, 2018, and ending
September 30, 2019. DOR also was required to determine the extent to which certain individual income
tax rates may be reduced for the 2019 tax year to decrease individual income tax revenue by the amount
estimated.

Key Findings and Results

As required by s. 73.03 (71) (d) 1., Wis. Stats., we reviewed the estimate and tax rate determination reported
to us by DOR on October 21, 2019. We found:

= DOR estimated that total additional reported sales and use tax revenue as a result of the
Wayfair decision was $79.2 million. This estimate is based on sales and use tax information
reported by 5,063 remote sellers that began filing sales and use tax information as a result of
the Wayfair decision.

= DOR determined that the first and second individual income tax rates for tax year 2019
may be reduced from 4.00 percent to 3.86 percent and from 5.21 percent to 5.04 percent,
respectively, to reduce individual income tax revenue by $77.4 million. This amount was the
amount closest to DOR’s estimate without exceeding it when also applying 50 percent to
reduce the first individual income tax rate and 50 percent to reduce the second individual
income tax rate.

= DOR'’s estimate and its tax rate determination, as rounded to the hundredth decimal place,
appeared reasonable. DOR rounded the rate to the hundredth decimal place to align with
the presentation of tax rates in statutes.
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