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January 16, 2019

TO: Representatives Vos and Nygren
State Capitol

FROM: Rick Olin, Fiscal Analyst

SUBJECT: Proposal to Expand the Sliding Scale Standard Deduction in Tax Year 2020

At your request, this memorandum provides information on a proposal to expand the sliding
scale standard deduction under the individual income tax, beginning in tax year 2020.

Taxable income, the amount of income that is actually subject to tax, is computed by
subtracting the sliding scale standard deduction and personal exemptions from Wisconsin adjusted
gross income (AGI). The sliding scale standard deduction is based on formulas that vary by filing
status and that phase out the deduction over certain AGI thresholds. The formula factors are indexed
for inflation and change each year.

Due to indexing, the factors for tax year 2020 are unknown at this time. However, an indexing
adjustment of 2% is estimated, resulting in the following deduction calculations. A maximum
deduction of $20,520 will be extended to married joint filers with Wisconsin AGI less than $23,050.
Single and head-of-household filers with Wisconsin AGI less than $15,980 will be able to claim
maximum deductions of $11,080 and $14,310, respectively. As Wisconsin AGI increases, each of
the deduction amounts phases down, until it equals $0 when Wisconsin AGI reaches $126,802 for
married joint filers and $108,313 for single and head-of-household filers. The deduction phaseouts
are based on statutory percentages for each filing type, except the percentage for head-of-household
filers changes to the percentage for single filers when Wisconsin AGI exceeds a certain level. The
deduction and income phaseout amounts for married separate filers are set equal to one-half of the
amounts for married joint filers, except some distortion in this relationship has occurred due to
indexing adjustments. The following table displays the estimated deduction amounts by filing status
for tax year 2020.




Shding Scale Standard Deduction by Filing Status for Tax Year 2020
Estimated Under Current Law

Filing Status

Married Joint

Single

Head-of-Household

Married Separate

The proposal would increase the maximum deduction by 20.6% for each filer type, increase
the income levels for beginning the deduction phaseout by 17.6%, and modify each of the phaseout

Wisconsin AGI

Less than $23,050
$23,050 to $126,802
Greater than $126,802

Less than $15,980
$15,980 to $108,313
Greater than $108,313

Less than $15.980
$15,980 to $46,698
Greater than $46,698

Less than $10,940
$10,940 to $60,237
Greater than $60,237

percentages so that they are closer together.

Standard Deduction

$20,520
$20,520 - 19.778% (WAGI - $23,050)
$0

$11,080
$11,080 - 12.000% (WAGI - $15,980)
$0

$14,310
$14,310 - 22.515% (WAGTI - $15,980)
Single Standard Deduction

$9,750
$9,750 - 19.778% (WAGI - $10,940)
$0

Sliding Scale Standard Deduction by Filing Status for Tax Year 2020
Under Proposal to Expand the Deduction

Filing Status

Married Joint

Single

Head-of-Household

Married Separate

Wisconsin AGI

Less than $27,120
$27,120 to $155,413
Greater than $155,413

Less than $18,790
$18,790 to $127,408
Greater than $127,408

Less than $18,790
$18,790 io $59,196
Greater than $59,196

Less than $12,880
$12,880 to $73,811
Greater than $73,811
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Standard Deduction

$24,740
$24,740 - 19.284% (WAGI - $27,120)
$0

$13,360
$13,360 - 12.300% (WAGI - $18,790)
$0

$17,260
$17,260 - 21.952% (WAGI - $18,790)
Single Standard Deduction

$11,750
$11,750 - 19.284% (WAGI - $12,880)
$0




~ The proposal would reduce individual income tax collections by an estimated $490.2 million
in 2020-21, the second year of the upcoming 2019-21 biennium. The proposal would require the
Secretary of the Department of Revenue to change withholding tables to reflect the decrease,
effective no later than July 1, 2020, resulting in a one-time revenue reduction of $152.1 million in
2020-21. If the Secretary acts before the specified date, some of the one-time effect would occur in
2019-20. The one-time amount is included in the preceding estimate for 2020-21. These estimates
are subject to change after the release of general fund tax revenue estimates later this month. For the
2020 tax year, the decrease is estimated at $338.1 million. This amount also includes interactive
effects related to the state itemized deduction credit. Because the calculation of the credit is based,
in part, on the claimant’s standard deduction, a higher standard deduction will result in a decrease in
tax credits. For tax year 2020, itemized deduction credits are estimated to decrease by $55.0 million,
from $316.0 million to $261.0 million.

Three attachments to this memorandum provide distributional tables for married taxpayers,
other (single) taxpayers, and all taxpayers estimating the effects of the proposal on taxpayers by
Wisconsin AGI for tax year 2020. The tax reduction is targeted to taxpayers with incomes below the
expanded income phaseout levels of $155,413 for married joint filers and $127,408 for single and
head-of-household filers. A small number of filers with higher incomes would also experience tax
decreases, but they total fewer than 18,000 filers with decreases of about $160,000, or about $9 per
filer. These are part-year or nonresidents who calculate their standard deduction based on their
federal AGI. There are also an estimated 830 taxpayers who would experience tax increases, but
those increases total only $12,830 and average only $15 per taxpayer. These are taxpayers who claim
the itemized deduction credit. The credit equals 5% of certain federal tiemized deductions in excess
of the state standard deduction. For credit claimants' income that is subject to the state's 4% marginal
tax rate, the 1% difference between the credit rate and tax rate could result in a tax increase. Because
there are so few taxpayers who would experience a tax increase, a distributional table is not provided.

If you have any questions on this information, please let me know.

RO/b
Attachments

Page 3




4 a8eg
"0Z0Z Tea& XB} JO RONR[NUNS AnuaAsy Jo wamredacy :20In0g

-Kenuapyuoo adedye) wajord o1 papunor 1o passerddns ST STja0 SUIOS WI BIB(T -

-1okedxe)

Tad $T§ 10 ‘OERTTS 1@ poleni)sa aseasul ¥e) e souspiedya Lem siadedxe) ggg PAJRWNS? OV “UONONp2p PIEPUE)S papledxa 543 0} S[QRINGIIE asEaI0ap XE] IaY) Spasays 161} 958aI3P 1IPAI0
UOKONPap Paziira)l we Y sIakedye) pue ‘wononpap o1 10y [aaa[ nosseqd sy 2ACQE DV M B 114 950 “AIIGEI] ¥E) ® INOMIM 95003 3PI[OUI PIOM ISBAISP Xe) & Fuouenadxs you srafedxey, -
"35RRIIRP AN IO 9%6"L§ 9AIIDAI PINOM PUE d52AIDIP XB} B §iim s1akedye) o1 Jo 947-¢g asudmon pynom ssaf 1o 000°00T$ 10 IOV A s s1akedxey, -

(%9¢

Ioa0) sasearsap 9Fejuaored 1safref ot aouauadxs pinom ssep IDVM 000°0T$ O 000°0TS 21 uT s1adedxe) “aferoar uQ) "94 17 7 aBeIaAe pmom ASeAIDIP 9 “esearnop xv) v yim s1akedxe) 109 -
"SSP IOV AL 000°06% O

000°08$ 2 T stadedxe) 107 9gz$ Furgoral MU *SASTT STIONAT S SLRI0UT PNOM 9SEII09P XB) s5R1aAe Ay "0LT$ 2q PInOM 25BAIIP XB) (707 S5EIaAE o) “U0onpal Xe) B s stakedye) I 104 -
"OZ0Z TB34 XB) UT TONIIL ["RCEY T PIIRHITISS ST 0SEAIOD XB] [210] ayy, -

Tesodord s1y} Japun aseanap Xe) B a0maladya pnom ‘0707, Teok Xe] UT SI9[H X3 [[E JO 95560 10 “0E0°L96°T PRJRTENISa Ty -

%S €9 005621 0L1$- %ITL- %00°00T OFPSYPLO'GEES-  %00°00T 080°L86°T elo],

00 09%°CT - — I2A0 DUE DOO00S
10°0 > 0zZ0sE LST- 111~ 10°0 > 0LST- 100 > 01 000°00S 031 D0N000E
100 > 0Ov8%T 90T- 06'0- 1000 > 090°T- 100> 01 000°00E 01 000°0ST
100 > 0TZ0S 6L- ITT- 100> 064" 100> 01 000°0SZ 01 000°00Z

[N 0TS9TT 6- ro- #0°0 OLEEHT- 6L°0 0TL°¢T 000°002 01 0000ST

L8 062811 6L" - 9T'l- e 08¥ TI1°8- 61°G 00Z°¢01T 000°0ST ©1 000°SZT

6'L6 00Z 181 €81- LEE- 796 0TZ°L05ze~ £6'8 0SHLLT 000°SZT 2 000°00T

6'L6 056°¢c6 PET- LTS 9¢'9 008°50512- €Oy 07026 000°00T 01 00006

LL6 OvSLOT 9€T- 919 ecL 008°9LLYT- 62°S 00T°S0T 000°06 © 00008

6°L6 079°8Z1 87z~ 0L 05'8 06 1ZL°ST- FE'9 0v6°SZT 000°08 01 000°0L

586 096197 o1z 10°8- 61°0T 0S¥ 991 V¢~ €08 0LS6ST 000°0L ©1 00009

$'86 OrF €0z Loz- SL6 62°TL 098°GSS TH- 60°0T b 00z 000°09 ©1 000°0S

7’86 V6 ST 00z~ sorEl- LSFT 0TI08Z°05- €9°ZT 006°0ST T 000°0S 9 0000

696 000°90€ ILT- 61°81- 00°'ST OV9°T0L0S- 67T 0LE96T 000°0F 01 000°0€

€18 090° 19T oy~ 60°5Z- L09 0£8°Z5°0Z- 80°L 06S°0FY 000°0E 01 000°ST

6°08 09%°091 LOT- 97 0¢- Iy 0L0°088°¢1- SS9 0LT0ET 000°SZ 91 000°0T

09 087091 Li- 9¢'0¢- QTT 08S°70L L~ 00°S 05+°66 000°0Z 91 000°ST

0S¢ 0TT9LT - 8E°9¢- 6.0 00¥+99°C- 0T'E 06519 000°ST 01 0000T

9 0LE'BOT 8T- 0271~ 110 0L£°89¢- L0 0SE°CT 000°0T 01 000°S

%EE 0€9SH 11$- %E60T- %S00 0S9°191$- %9L°0 0STST 000°¢$ Tepun
SSED IOV sSuImniay 98eaI03(] XB JON U 9SEaIdd(] 358303 anoy Jo oiiony DUIODTT S80I
Ul SIIMY] v 1o oderoAy 9TBAIOY(J  JO I JO junoury Ju2012d paisnipy uIsuooSIA\
AR Q& Eon om.mvuooﬁm -G I M muo?mnucwrﬁ
0707 183X X, ‘SIoq IV

uoydNpa(q pIrepue)§ 3[edg SwpyS oy) puedxy o) [esodorg Japu() ISLIINI(] XB, & gHM S1akedxe ], jo uonnqrIsyq

T INHAHIVILLY



g aleg

"0Z0T Tead X&) JO UCHRIRIS SNsARY Jo Juauniedac] a0mog

“Srenuapguco 1akedye) ajoxd o} pepunot 1o pessaiddns st syjeo swos Tl BIB(] -

“1aAudyey 10d

L1$ 10 ‘06Z°G$ ¢ palewnss asealoul Xe) v oouanadys Aew s1efedxe) juiof patuew (1§ pajeminsa Ty “uononpep PIepur|s papuedxo ot} 0] S|qRINGITE SSEAIHAP Xe) IO} SPASOXa JBy) ASEaLIap npay
UORonpap PAZIIaY! e yiIm s1ededye) pue ‘Goyonpap a3 10 feaa] Jnoaseqd si) 9A0QE OV M & Qi 9505 “A)ITIqer] xu) & InOogILa 280Y) SPN[2UT PINOM 3seaIdap ¥el & Buroustrodya jou siskedye] -
OSBINAP 33 JO "L DAL PINOM PUE BSEIINIP XE] B Yilm sTadrdxe] oT)) JO 956799 asTdmios pinos ss9] 10 000°00T$ 30 IOV T srafedxe) Jurof parnep -

(949 1940) sasRAIAD

ogejuaorad jsadrey o 2ouanadxa pnOM SSE[D IOV 000°07$ O 000°0ES o w1 s1akedxe) ‘oferoar un "%99'Q 9TRIOAR PNOM SSBIIIIP BY) ‘956009 XB) B [l s1akedxe) jurol parmmur 10,] -

"SSBID [V A 000°0LS 01 000°09%

a3 ur stafedxe) 107 174 Sunorar [IUN ‘S05U SUI0XUT SE SYLSIONT PINOM 3$BIIIP XE) 9TRIOAE 9y, "TET$ 90 PINOM. 358103 XE) (J7()7 2FBISAR 3] ‘UOTONPAT XE] B YiIa SIakrdxe) 1uro0f pariem 10 -
"0Z0Z Yeak XE) U] UOITIIUY /(ST $ 72 PAJRIUNIS ST Sia]1y Jurol PILLIPT 10F SSEaI03p Xe) [2)0] o1y, -

“Tesodoxd sry) 1opun oseaTdap Xe) B aouanadxs PIeoM {0z0z 1BaK Xe) ur siang jurof PATLIBT JO 95769 10 “0EC CH/, PAIRILISD B -

%E'G9 086°661°T T€2$-  %99°9- 9%00°001 OSPT69°08T$-  %00°001 0ES°E]L [P0,

00 006 1Z 1940 pue 00000S
100 > 059°0¢ LST- 111~ 100> 0LST- 100 > 01 000°00S ©1 000°00€
100> 068°TT 001~ 96°0- 100 > 090°T- 100> 01 000°00€ 91 000°0SZ
10°0 > 00L Y 6L- 1T°T- 100 > 06L~ 100 > 01 000°0$Z 01 000°00Z

1°ST 0Z8°€0T 6 YANI 200 08V ZH1- 00'C 00L°ST 000°00Z 01 000°0ST

$'86 00T°€0T 08- LTT- 67 ¥ OETP0O18- 96T 095 IO 0000ST 01 000°SZT

986 08T°LYT zIzT- L6E- TOLT 019°8ZL 0E- 7S'8T ANS ! 000°SZT O 000001

986 0£9°39 98Z- L9 IL0T 0F9°8SE 61~ ¥o'8 089°L9 000°001 ©1 00006

$'86 01$°0L €Ot~ o'g- S9'TT OvE eS0T 938 0rF°69 00006 01 00008

€36 08¥°ZL 01~ 0901~ 1221 010°850°Z7Z- 606 0SZ1L 000°08 O 0000

0’86 098°CL TIE- TLET- S A 089°66¥°CT- ¥Z'6 00¥°CL 000°0L Ot 00009

L'L6 09S°2L 00¢- 90°61- €0zt 089 TELTT- 50'6 0T6°0L . 000°09 ©1 000°0S

1'L6 0ZETL S8zT- LE6T- 60°TT 0¥ LF00T- L68 0SZ0L 000°0S 01 000°0F

806 0ZSTL ¥61- LY 9% S0°L 00F T6LTT- 0F'8 058°69 000°0F 01 000°0E

¥y 09L°2€ L6 S6LE- 6L70 0P 1EF T~ L8'T 06941 000°0€ 91 000°$Z

£6T 05082 14~ SS¥I- LT0 000°50¢- §5°0 06Z°F 000°SZ 01 000°0Z

76 05007 L9- 61°0T- 60°0 0¥0°091- 1€0 00T 000°0Z 01 000ST

10T 0EL'LT Ly~ LE6" LOO 006°0ET- 90 0087 000°ST 01 00001

T'€r 0$Z°8T sz- SL'] SO0 081°%6- LYo 00L°C 000°0T 91 000°S

%L'9 0Z0°18 6%~ %HET'8- %E0°0 090°TS$- %0L"0 09t's 000°S$ 1opun

888D 1OV Swmayg 38BAID9(] XB[ AN UI  aSEaI39(] OSBaIA(Y Jano’) Jjo o)) QUIODU] SS0ID)

Uy SIwIngay| v Jo aferoay OSEAIY(]  JOJUADIRg JO Junowry juadrad PAASN[py UISUOISIAA
v Jo 95 unon) OSBOXIA(] XB I, B IIM SI3ARIXE]

0207 18X XBY, ‘ST JUO[ PILITRA]
uonINpa(] prepue)g 3yeds Suipis sy puedxy o3 [esodoag Japu ) aseadagg XET, & q)im s1odedxey Jo uonngrysyg

CINHAWHOVLLY



9 3feq

"0Z0T 123k XB) JO TONB[NUILE anuaAsgy Jo 1watmiredacy :oomog

fayenuapruod radedxe) 1a101d 01 pepunor 1o pessoxddns s1 s[[a0 JwWOos U vIR(] -

“rofedye sad CT§ X0 “OpS°LG 1E PAIRTIIISS ASEAINIT X¥) & ad0sladxa Lew siodedxe; ozg pajpwiise Uy “UONOTPAP PIRPUE)S Papuedxs off} 0] O[QRINGIITE 9SESID9] XE] IOY) SPIaoXD By SEAIN0p JIpam
TOIONpap PIZUAY U [Hm S1a4edxe) pUe “Nononpap o1 J0J [a43] moaseqd o) 2400 [V AA B [IA4 25013 “ATIQEIT XE] € INOTILAM 9SOT} apI[on] pInom 3searep xe) ® Surusiradxs jou stofedxey, -
*25BAIIAP ST JO 246°R6 OATA021 PINOM PUE 2589I0aD XE] B iiam syadedxe; oy Jo 94771 6 asndwon pinosm §sa] 10 000°00T$ IO IDW M M szafedyey 1om( -

"(%2y 1040)

sasearoap aFejuaorad 15a8rel ot soustradxa PINOM SB[ IOV M O00°CTS 01 000°0TS o3 W sradedye) ‘afe1ase Q) "2,R6"/, 9FRISAR PINOM 358X S “358AIIAD XB) B lim srededye) raqio 10 -
"SSP IOV M 0000 ©1 000°0FS

a1 1y s1e4edxe) 10T 79T ¢ FUIORSL [HUN ‘S381 SO0V S8 SSEIIDU] PIROA 9SEAI0AD XE) aFElaAr ], "TET§ 20 PINOM 0SEIINap Xu) (707 9Fe1eAt oyl ‘Hononpal xe) e giim s1ofedye) 1amo 104 -

*0Z0T 1894 XB) Ul UOI[H $°/ GT4 T PAIRIUTIS? ST SIS JAIO I0] S58AXHap X¢] [BI0] SYL -

‘Tesodord sty Topum aseaINep X8) B 0UaTIadys pHom (G707 Teak X} UI SIATL X} JaYI0 JO 94470 10 BOC E07 T POIRIIISS Iy -

%¥' 79 0756761 1€1$-  %86°L- 2007001 060°€8E'LSTS- %0000 00S°E0Z°T TR0,
00 095°¢ — I3A0 pUe 000005
00 0LEY 000°00S 01 000°00E
00 0S6C 000°00¢ 01 000°05Z
00 015°S .o 000°0SZ 01 000°00Z
10 00L°ZT 63- YI'T- 100> 068- 100> 01 000°00Z 0} 000°0ST
801 06T°6T e LO0- 100> 08¢°L- PT°0 0¥9°T 000°0ST 01 000°SZT
0'$6 0TOFE §6- ¥6'0- eIy 009°RLL T- 69°C 0£ETE 000°SZT 01 000001
196 0TEST 88- 6L°1- 9¢'T 091°L+T°C- 0T OFEYT 000°00T 01 00006
€96 0£0°LE $0T- T LET 09t cTL e 96'T 099°6¢ 00006 01 000°08
L6 or1°9S - 1€°¢- €Ty 087 €99°g- 20 069°FS 000°08 91 000°0L
686 00188 LET- 0S¥~ 09°L 0LL*996 T T- YL OLTLY 000°0L 01 000°09
066 088°0¢T £61- GE9- 09°ZT 08Tvz8'61- 9,701 0£5°621 00009 ©1 000°0S
6'86 07981 19T €56 1761 088°ZET 0¢- 10°6T 059°081 000°0S 01 000°0F
L'86 O8Y'EET P91- 60°S1- 607 OPT016°LE- ST61 0Z50cz 000°0F 91 000°0E
186 00£'8ZT 76T- VY- €Izl 06T°T60°6T- 901 006°SZ1 000°0€ 01 000°SZ
Y6 OTSZET 801- 10°1E- €98 0LO'SLSET- 9% 0T 088°6Z1 000°SZ M 000°0Z
TTL OEFPEL 8L- P’ 8¢- 6LY OrSTrSL- 90'8 0S0°L6 000°0T @ 000°ST
9'6¢ 0RESHT - ST 197 005°€EST- 8y 06L°8S 000°ST 01 00001
¥'S 0ZT°08T 8z- 6T ¥1- LT0 06TvLT- 080 059°6 000°0T 01 000°S

%9T 0T9°ELE 118~ %8871~ %L0°0 065°0TTS- %180 069°6 000°c$ Iepun

SSE) 1DV SIayg aseaIrde XB[ RN UT  2SeaIde ISEIDA(] Jumo)) Jo Tano) QUIOIUT SSOID)

Ut SuImniy mwio ageroAy asealoa(]  JO JUa0Iag JO JuNOTY 1M2a0I2g poIsnipy UISUODSIA

v 10 % mnoy)y 9SBaID3(J XBJ, € i SidAedxeT

0207 183X XB], SR BYQ
uopoNpa( pArpue)g afedg Smpis ayg) puedxy o) [esodoag Jopur) 3seaad3(] Xe ], € s sfedxe ], jo monnqrysiy

£ INTWHOVILY



