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Fiscal Estimate Narratives
DOR 3/30/2007

LRB Number 07-1390/2 Introduction Number AB-0174 |Estimate Type  Original

Description
Relating to: an income and franchise tax credit for the sales and use taxes paid on the purchase of fuel
efficient hybrid motor vehicles

Assumptions Used in Arriving at Fiscal Estimate

Under the bill, a person may claim an income or franchise tax credit for the state sales or use tax paid on the
purchase or lease of a hybrid motor vehicle that has a US Environmental Protection Agency (EPA) rating of
no less than 40 miles per gallon or an EPA rating that is at least 15% greater than the same model of motor
vehicle that is not a hybrid. The amount of the credit may not exceed $1,000 per motor vehicle. The credit
may be claimed for sales and use tax paid in the five taxable years from 2007 through 2011. The credit is
nonrefundable but any unused balance may be carried forward for up to 15 years.

According to hybridcars.com, nationwide sales of hybrids totaled 254,545 in 2006, up 18.4% from 215,000 in
2005. Also according to hybridcars.com, Wisconsin sales of hybrids accounted for 1.7% of nationwide sales
in 2003. Assuming 20% annual growth in hybrid sales and that Wisconsin continues to account for 1.7% of
sales, about 5,300 hybrids will be sold in Wisconsin in 2007. Although sales of hybrids by gas mileage are
not available, higher gas mileage is a major selling point of the cars. Therefore, it is assumed that 90%
hybrids have an EPA rating of no less than 40 miles per gallon or an EPA that is at least 15% greater than
the same models of motor vehicles that are not hybrids. In addition, it is assumed that 20% of hybrids are
sold to governments, non-profits and other exempt buyers. Under the foregoing assumptions, about 3,800
(=5,300 x 90% x 80%) hybrids eligible for the new credit would be sold in 2007. Since prices of new hybrids
generally exceed $20,000, it is assumed that each vehicle sold would be eligible for a $1,000 credit under
the bill. Under the foregoing assumptions, and assuming the credits under the bill are taken in FY08, FY08
taxes would be reduced by $3.8 million ($1,000 x 3,800). About 4,600 eligible hybrids would be sold in 2008
and FY09 taxes would be reduced by $4.6 million under the bill.

Administrative costs are minimal and would be absorbed.

Long-Range Fiscal Implications
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fuel efficient hybrid motor vehicles
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