Repatriation Redux: Still the Biggest Wild Card in the Revenue Forecast

Although outlined in the prior July Revenue Forecast, one of the most important provisions in the 2017
Federal Tax Cut and Jobs Act (TCJA) remains as relevant and uncertain 6 months hence: repatriation of
potentially $1-$3+ trillion in accumulated U.S. corporate offshore earnings. These profits, sheltered from
U.S. taxation in a wide array of global tax havens, have allowed corporations to avoid U.S. and related state
income taxes for many years. The Tax Act fundamentally changes the rules of international taxation and
provides for repatriation of this accumulated income at a fraction of the prior tax rate (35%), at either 15.5%
(for cash) or 8% (for more illiquid holdings), over an eight year period.

It is still the opinion of both the Vermont Tax Department and Legislative Council that this repatriated
income is also subject to state income taxation, although despite payments by some firms, others have
questioned this liability. Although currently impossible to verify with complete certainty, we estimate that as
much as $15 million in FY2018 and $24 million in FY19 to date in Corporate tax revenues may have been
received in connection with repatriated earnings — about 30% of all corporate revenues collected during
calendar year 2018.
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however personnel assigned to this work have been sidelined by the recent government shutdown.

From what we now know, we expect revenue flows to be slightly larger over the balance of FY19 and FY20
and a more extended tail of contested revenues that could be large and random in their resolution.
Although refunding could occur if a legal challenge to states’ claim to this revenue is successful, until such a
challenge is credibly posed, we do not currently have any provision for this in the current revenue forecasts.

We will continue to track this at the individual firm level in FY19 and beyond, since it is likely to contribute to
enormous revenue variation - up or down - over an extended period of time.
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