Legislative Fiscal Bureau
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August 4, 2016

TO: Senator Kathleen Vinehout
Room 108 South, State Capitol

FROM: Sean Moran, Fiscal Analyst

SUBJECT: Enterprise Zone Tax Credit Contracts

At your request, I am providing information regarding the annual amount of refundable tax
credits that may be awarded pursuant to enterprise zone tax credit contracts that have been entered
into between eligible businesses and the Wisconsin Economic Development Corporation (WEDC)
through August 1, 2016.

A tax credit is an amount that is subtracted from the gross income tax liability of a taxpayer
in a given year. In general, a tax credit differs from a deduction in that the credit is subtracted from
the tax itself, resulting in a dollar-for-dollar reduction in the gross tax liability. In contrast, a
deduction is subtracted from income, resulting in a reduction in the amount of income subject to
tax. Some tax credits are refundable. When a refundable tax credit exceeds gross tax liability, the
taxpayer receives a payment for the difference between the credit amount and the tax liability. For
nonrefundable credits, unused amounts generally can be carried forward and claimed in fature
years.

The enterprise zone tax credit program provides refundable tax credits that can be claimed
against the individual income tax, including the alternative minimum tax, and the corporate
income/franchise tax for eligible expenses for increased employment, retained employees,
employee traming, capital investment, and purchases from Wisconsin vendors. WEDC is
responsible for designating enterprise zones, certifying claimants, allocating and verifying tax
credits, and performing other general administrative functions related to the program. Through
August 1, 2016, WEDC had entered into 19 contracts that may award up to $472.1 million of
refundable enterprise zone tax credits.

WEDC is authorized to designate up to 30 areas in Wisconsin as enterprise zones, of which
at least three must be comprised of political subdivisions with populations of fewer than 5,000 and
two must be comprised of political subdivisions with populations between 5,000 and 30,000. An
enterprise zone designated by WEDC can remain in effect for no more than 12 years. In practice,




enterprise zone credits have been awarded on the basis of specific projects, rather than geographic
areas. The attached table shows the amount of tax credits that may be earned by each eligible
business in calendar years 2009 through 2024, based on the requirements of their contracts with

WEDC.

I hope this information responds to your request, please contact me with any further
questions. '

SM/sas
Attachment
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