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- Legislative Fiscal Bureau

ISSUE
Development Zones Tax Credits (Commerce/General Fund Taxes)

[LFB Summary: Page 27, #13 and Page 145, #38]

CURRENT LAW .

Wisconsin has three programs which provide tax credits to businesses as incentives to
expand and locate in designated economically distressed areas--the development zone;, enterprise
development zone and development opportunity zone programs. The programs are intended to
‘promote “eéconomic growth ‘through -job creation and investment in the distressed areas.
Designation criteria-target areas with high unemployment, low incomes, high proportions of
public assistance recipients, recent ‘layoffs, or declining populations or -property values.
Businesses ‘whichlocate-or:expand in the different zones are eligible to receive various tax

Eligible businesses which conduct economic activity in development, development
opportunity or enterprise development zones may claim:the following tax credits:

Jobs .Cr‘cdit. A credit, based on the federal targeted jobs tax crédit; equal o .20% of .the _

- first $13,000:($2,600) of qualified first- and second-year wages: for. each targeted employe hired.
‘In addition; the credit-equals 25% of the first-$13,000 ($3,250) of qualified first- and second-year
wages for individuals to an applicant for a-Wisconsin  Works -(W-2) employment: position. for
service either in an unsubsidized position or in: a trial job. - Finally, a credit can -be claimed for
an amount equal to 10% of the wages earned by an employe who is. a resident of a zone during
the first two years of employment, up t0 a maximum of $1,200. : -

Investment Credit.~ A credit equal to 2.5% of the purchase price of depreéiéblé'tangibie
personal property placed in service in the zone.
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T Y oeation Credit A credit equal to 2:5% of the amount expenidéd on certified projects to
acquire, construct, rehabilitate, remodel, repair and place in service real property in a zone.

Sales Tax Credit. A credit for the amount of sales taxes paid on purchases, leases and
rentals of construction materials and supplies and related materials used to construct, rehabilitate,
repair or remode] real and investment credit property in 2 zone.

Research Credit. Under .c:un:e_nt_:, law, -a corporation can claim a tax credit for 5% of
certain increased research expenses. Eligible businesses can claim an additional credit of 5% of
eligible research expenses incurred in a zone. o

Day Care Credit. A credit for employment-related day care expenses, up to a maximum
of $1,200 for the first two years of qualifying expenses, for each qualified dependent of a
member of a targeted group who is employed by the claimant. This credit is only available to
claimants who begin operations-in‘a zone after July 29,:1995.. Sl

Environmental Remediation. Crédit. * A crédit for 7.5% of the amount: expended by the
claimant to remove or contain environmental pollution or to restore soil or groundwater affected
by environmental pollution in a zone. This credit is only available to claimants who begin

‘GOVERNOR =
Eliminate the current development zone tax credits from the definition of tax benefits that
are provided through the state development zone; development opportunity zone and enterprise
- development zone programs, starting with tax years that begin on-January. 1, 1998..- To replace
“the current credits, @ new; consolidated development zone: credit; based on amounts spent on
‘environmental remediation and the number of full-time jobs created or retained, would be
provided. The new development zone credit would be determined as follows: R |

a. - Environmental Remediation Component. -A-Crééitf'c_'ou}d.be claimed’--:f()r'-t_ﬁé’afnéunt
expended for environmental remediation in a development, development opportunity or enterprise
development zone. "Environmental remediation” would be defined as removal or.containment
‘of ‘environmental pollution,  and. restorationof -soil -or: ‘groundwater- :that - is’ affected - by

‘environmental pollution in a Brownfield if removal, containment or restoration began after the
. aten tHat contains the site where the work was done was designated a development, development
‘opportunity or enterprise development zone. "Environmental pollution” means the contaminating
“or rendering unclean or impure the air, land or waters of the state, or- making the same injurious
to public health, harmful for commercial or recreational use, -or-deleterious to fish; bird, animal
or plant life. "Brownfield" would be defined as an industrial or commercial facility the
“expansion or redevelopment of which is complicated by environmental contamination.
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b, Full-Time Jobs Component.. A credit of up to $6.500 could be claimed for each
full-time  job  created or retained ‘in-a development; -development opportunity, or enterprise
development zone-and filled by a member of a targeted group. In addition, a credit of up to
$4,000 could be claimed for each full-time job created or retained that was filled by an.individual
who was not a member of a targeted group. "Full-time job would be defined as a regular,
nonseasonal full-time position in which an individual, as a ‘condition of employment, is required
to work at least 2,080 hours per year, including leave -and paid holidays, and for which the
individual receives pay equal to at least 150% of the federal minimum wage and also receives
benefits that are: niot required by federal law.- : LR e e

Credits that are not entirely used to offsct income or franchise taxes in the current year
could be carried forward up to 15 years to offset future tax liabilities. - Internal Revenue Code
provisions would govern the carry-forward: of unused credits in cases where there is a change of
ownership. If a certification of eligibility for tax benefits is revoked, credits-could not be claimed
for the: tax year in which' the certification was revoked or for successive tax years and unused
credits could not be carried forward to offset tax liabilities for the year in-which certification was
revoked and succeeding years. In addition, credits could not be claimed for the:year in which
a person that was certified for tax benefits ceased business operations in a development,
development opportunity or enterprise development zom—:-, and unused credxt amounts ccuid not
be camed ferward fmm that year or from prevmus years S T T

The {)epamnent of Revenue weuki be autherzzed to admxmster credlt clauns and couid
take any action, conduct any proceeding ‘and proceed as authorized under income:and franchise’
tax provisions relating to timely claims, assessments, refunds, appeals, collection, interest and
penalties. Provisions related to-the pass through of the current development zones jobs tax credit
for partnerships, limited liability companies and tax-option corporations would be adopted.

The Department of Commerce would be anthorized to promulgate rules that would further
define a person’s eligibility for tax benefits under the development zone, opportunity development
zone and:: enterprzse development zone: programs The ruies would be reqmred to do at least all
of the foiiowmg EE SR — R R

E: Lzm:t a person s ehglbﬁzty to ciaxm tax benefits for retammg fuil«txme 3obs to
those jobs that likely would not have been retained without the tax benefits. :

b. - - Allow a person to claim up to $6,500 in tax benefits dilri;ng; the time that an area
Jis'designated as a development or enterprise development zone for creating or retaining a full-

time Job that is filled by a member of the. target population

c. - Allow a person to cla;m up te $4 GGE) in tax benefits durmg zhe tune that an area
is designated as a development zone or an enterprise development zone for creating or retaining
a full-time job that:is filled by an individual'who was not 2. member of:the target population.
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d. . Require that at least 25% of the tax benefits claimed be based on creating or
retaining full-time jobs. At least one-third of the tax benefits- claimed for creating or retaining
full-time jobs wouid have to bﬁ: for: fuil—»tzmc }(}bS ‘that-were filled: by members: of the target
-pgpu}au()n : .- i _ . . e . .

e, Speczfy the length of time. that a f&i}*ume }ob must. b@ mamtamed in ordar fer a
person to cimm a tax credit ’shat is base:i on tha;t Job DT R

f. Generally prowde mcentzves for enceuragmg the retention of empl&yes who wouid
fill full-tzme Jcbs on whzch tax beneﬁts would be based.

- The f)epamnent of Comm&rce Woaid also be authormed to pmmulgate rules ‘which
-provide exceptions to: (1) the requirements that a-certain proportion of: tax benefits be based on
full-time jobs créated and retained and full-time jobs filled by members of the target population;
“and (2) the requirement that an- individual’s pay must equal at least 150% of the federal minimum
~wage: - The Department of Commerce: wonld be. requzred 1o venfy reiated mfennat;.cn that was

subzmttcd concenung the new development zena credlt e i vy i

: “Member of a targeted group’ wouid be deﬁnﬁd as: (}) a person Wh(} was a memher of

a targeted group. under the definition: used for: the current. develapment zone Jobs tax credif; @
T a person who resided in an empowerment zone Or an enterprise commumty ‘that the federal =~

-government: had designated; or (3) a W-2 participant, ifthe person ‘or partxc;pant was certified
"m the appmpnate mannﬁ:r anci by the apgropnate de51gnated icx:al agency e ik St

These provlsmns wou}d ﬁrst apply to-tax: years begmnmg on: Ianuary i 1998

_ "-DISCUSSIGN POIN’I‘S

- Ir. = The development zone pmgrarn was created by 1987 WISGOHSII} Act 328 Under
the provisions of Act 328, Commerce (at that time, DOD) was given authonty to desxgnate eight
development zones ﬁhroughoat the: state and a total of $14 mﬂhen was authorized for tax credits
over the life of the program. ‘The development zone program has been: expanded three times
since it was first established in-1987: 'Currently there are 18 desxgnatcé ‘development zones:
Beloit; Eau Claire; Fond du Lac; Green Bay; Janesville; Manitowoc; Milwaukee; Racine;
Richland Center; Sturgeon Bay; Superior; Two:Rivers; Iron County; Florence; Forest, Lincoln
and -Langlade’ Counties ‘(North" Four); Juneau, Adams: and Marquette Counties; ‘Grant and
Lafayette Counties; and the Lac du Flambeau and Stockbridge-Munsee Indian Reservations..:A
total of $28.155 million in tax credits is authorized for the zones. (SB 77 would increase the total
by $4 million to $33.155 ‘million.) Through March, 1997, a total of $17.846 million in
development ‘zone credits hadbeen: allocated ‘o' businesses in-the'zones. - The: estimated

distribution of the credit allocation by type of credit was: (a)jobs credit=-$12,697,600; (b) sales
tax--$1,742.200; (c) investment—$2,527.,400; (d) location--$1,802,400; and (e) research--$67,900.
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2. - The 1995-97 budget (1995 Wisconsin Act 27) created the enterprise development
zone program administered by the Department of Commerce. A business that conducts or intends
to conduct economic activity in an area of the state can apply to Commerce to have the area
designated as an enterprise development zone by submitting an application and a project plan to
Commerce. The Department can designate the area as an enterprise development zone if the area
meets certain criteria and the Department approves the project plan. Commerce is authorized to

-establish-the length of time an enterprise development zone can be designated, but the zone
cannot be designated for more than seven years (84 months).

- A busmess- that conducts economic ‘activity in-an -en-tcrprise: development zone and is
certified by Commerce can claim the development zone tax credits. - Only ‘one person in.a zone
is eligible for tax benefits in the zone. The maximum amount.of credits that can be claimed by
an eligible business in an enterprise .development zone-is established by Commerce but cannot
exceed $3. million.. Commerce cannot designate more than 50 enterprise development zones
unless it receives approval from the Joint Committee on Finance. Through March 31, 1997, 19
enterprise-development zones had been designated in Brookfield; Chippewa Falls, Eau Claire,
Franklin, Green Bay and Manitowoc, Kenosha, Ladysmith, Matinette; -Menomonee: Falls,
Milwaukee, Neillsville, New Berlin, Oconto, Platteville, Prairie du Chien, Shawano, Wauwatosa,
Weyauwega, and Wisconsin Rapids. Through March 31, 1997, a total of $34.175 million in
development zone tax credlts had bcen allocated to busmcsses in enterpnse devclopment zones.

| Bew The statutes desxgnate areas in the cities of Beloit, Eau Claire and West ,Aihs as
development. opportunity. zones. The:zones. in Beloit and West Allis were created by 1993
Wisconsin-Act 232; the:zone in Eau Claite was created by 1995 Wisconsin Act 2

-+ Any corporationin the development opportunity zones in Beloit or West Allis that, in
‘conjunction with the local governing body, ‘submitted a project plan to the ‘Department of
Commerce by October 23, 1994, and which: is conducting econiomic activity in one of the zones
-is entitled to:claim any: of the deveiopment zones credits for which it qualifies. The designation
of each-zone as:a developmem opportunity zone was effective for three years, beginning on April
23,1994. The zones expired on April 24; 1997. .The maximixm amount of tax benefits that can
‘be ' claimed in: the Beloit. -development: cppertumty zone:was. $7- rm}hon - The total-amount of
credits' that were allocated to the business.in the Beloit zone was $2.774 million. - The maximum
amount of tax benefits that could be claimed in the West Allis zone is $3 million. . The total
-amount of credits that were allocated to-the business in. West Allis zone was-$3 million..

Any corporation in the development opportunity zone in Eau Claire that, in conjunction
‘with the local governing body, submitted -a-project plan to the Department of Commerce by
October 28, 1995, and is conducting econernic activity-in the zone is entitled to claim any of the
development zones tax credits for which it qualifies. Designation of the Eau Claire development
opportunity zone is effective for three years; beginning on April 28, 1995. Consequently, the zone
‘will expire on April 28, 1998. The maximum amount of tax benefits that can be claimed in the
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-zone is. $3 million. The total-amount of tax crecht that 'was aliocated to-the business in the zone
“was$3 million. . : SR e - T o

Sammary mfannatlon about mciw;duai dcve:iopmem develepment oppemzmty and
_-__..entcrpnse davelapment zones is included in Attachment 1. Lo -

: 4. Inmaily, there were ﬁve d;fferent tax credzts avaliable to busmesses that expanded
or located in development zones: (a) jobs tax credit; (b) investment credit; (c) location credit; (d)
sales tax credit; and (e) the additional research credit for corporations. The jobs credit was equal
to 40% of the first $6,000 of qualified wages paid by employers to employes who were members
- of a target group. The credit could be claimed for qualified wages paid in the first two years that
-each employe worked for the claimant. The 1993-95 budget (1993 Wisconsin Act 16) created
~the credit for-10% of the wages earned by resident employees, up to.a maximum of $600. The
- 1995-97 biennial budget (1995-97 Wisconsin Act 27) created the environmental remediation and
day care credits:’ Finally; 1995 Wisconsin Act. 209 further modified the jobs tax ‘credit to-equal
- 20%-of the first $13,000 6f qualified wages for members of a targeted group and 25% of the first
$13:000 wages for individuals in W-2 employment posmons The blﬁ also clarified calcuiauon
.of the: res:demt }obs credit. - e St :

50 Busmesses are. reqmred to. be: cemﬁed to receive. tax benefits ’i’he cert;ﬁcancm -

'process is desxgned to provide a’ mechanism for ensuring' that ‘businesses intend fo engage in
“ecofiomic: activity -that promotes:the goals of the development, development opportunity and
‘enterprise-development zone ;programs. Businesses located in development zones must obtain:an
application from:the Department of Commerce and first.apply to the local governing body to be
certified for tax benefits. In its application, a business must demonstrate that its planned
“economic activity within the: zone ‘will be consistent with the ‘objectives of ‘the program and
compatible with the plan for-the zone, and that it will-netresult in the loss of jobs or transfer of
.employes from other businesses: located outside the deveiopmem zone.. The local governing body
~or the ‘local deveiopment zone: advmery board reviews ‘and “approves ‘the ‘application’ for
- certification. The community makes a recominendation to Commerce on the application and the
amount of credits to be assigned to the business. . Commerce teviews the applications using
_certain ‘statutory criteria that' are des:tgned to ensure that tha business will create Or retain jobs
(particularly for members ‘of target groups), invest in the zone and remain there after: the zone
ceases fo exist. Occasionally, the Department requests additional information.  Based: on'its
review, Commerce certifies the business. It generally takes 14 working-days to complete:the
cert;ﬁcatzon for busmesses in deve}opment Zones.

Busmesses must: appiy to. Commerce to have aniarea-in whxch they zntend to. conduct an
economic development project-be designated ‘as an enterprise development zotie. ' The business
‘must submit an-application and projectplan to the Department. The project plan must. include
information about the proposed business activities that will'be conducted in the zone, including
the estimated number of jobs that will be created or retained-and the amount of investment that
will be made in the zone. The Department evaluates the proposed zone based on certain criteria,
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such as the poverty and unemployment rates; which are designed to measure economic. distress
‘and designates an area- as an-enterprise development zone based on these .criteria. After it is
-determined-that the zone meets the required-criteria; the Departiment reviews and approves. the
application and plan. ‘Also, after the Department designates an area as an enterpnse devslopment
zone, it certifies the business as eligible for tax benefits. : : : :

+6.. . In orderto claim development zone credits, the business must receive verification
of the-expenses-for which the credits are claimed from the Department of Commerce. . The
Department:generally requires information that would be necessary to:validate the credit claims.
As a result; the business may be required to send to the Department such items: as receipts related
" to expenditures for the sales tax, investment, location, research, énvironmental remediation and
day care credits, and wage records related to.the jobs credit. . In addition, to.claim the targeted
jobs tax credit, the employe for whom the:credit is claimed must be certified as being a member
“of a target group. Certification is done by a local governmental agency, usually a Jobs Service
Office of the Department of Workforce Development. « The -agency gives. the -émployer a
“certification form. This:certification must also' bé included in:the verification information sent
“to Commeice. “Commerce reviews the ‘materials submitted: and sends the business a statement
-vcrifymg the expenses as ekgsble for credits. : R T

v One ratmnale glven for ccnsohdatmg the current exght develcpmcnt zone credns
*into one credit compose;d of two components is ‘that it would simplify the process of claumng .
development zone credits. As noted, under current law, the business must submit iriformation
-related to-expenses incurred for each-of the different-eredits: -In-addition, the certification for tax:
“benefitsand. verification statements for each credit must be included with the tax return that is
-submitted to DOR.. .-Commerce and DOR staff have indicated that. many businesses have
-complained about the complexity and paperwork associated with the verification process for.eight
‘different icredits:. They note that many: businesses, particularly small businesses, are currently
“discouraged from participating .in- the: development zone and- enterprise- development zone
programs: It is believed that s;mphfymg and streamimmg the. deveiopment zone credits into a
single;” tw&mmyonent cred;t will encourage more businesses - to partlcxpate in: the. program.
: 'Moreover, the. amount of both :the ‘jobs -and, _environmental: temediation: credits- would: be
‘substantially increased; this’ wou}d offset loss of the other credits. (Attachient 2 is a copy of the
return that must be filed with DOR to claim development zone credits: The form for enterprise

de‘veiopment zone credlts 15 basxcally the same.)

8 When deveiopment Zone cmdzts are allocated to mdw;dual busmesses they are,
in part based plans for investment and employment activities over the life of the business: project.
‘As-a result, many of the credit amounts allocated to:individual businesses-would. be claimed:-in
future:years..-SB 77 would essentially eliminate the current development zones credits, beginning
with tax: year1998. :Consequently, businesses. which are allocated-credit. amounts for the sales
tax, investment, research, location and day care credits would not be able to claim credits: for the
related expenses incurred for economic development activities. To the extent the business project
was undertaken in anticipation of these credits, business expansions and relocation projects could
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be ‘jeopardized.- On the other hand, if the intent is to-offset the loss of existing credits. by
providing enhanced job credits for jobs created or retained for nontarget group individuals, there
~would be a significant distributional effect associated with: the change. It is.not clear that
businesses would be able to claim the same amount of tax credits ihrough the pmposed jobs
credit as they could through the existing development zones credits. : :

A . ‘Wisconsin has an estimated 8,000 abandoned and underutilized manufacturing and
commercial business:sites, many:of which are contaminated properties. In urban areas, many
believe it would be preferable to develop existing; contaminated sites that are connected to public
infrastructure, such as:sewer and water services; rather developing suburban-sites-to which
infrastructure must be extended. It is argued that ‘many of these sites could be:redeveloped-if
landowners had targeted assistance to-finance the costs of cleanup and redevelopment. SB 77
contains a number of provisions that-are part of an initiative to redevelop brownfields. One
component of that initiative is the-expansion of the deveiopment zones énvironmental remediation
credit. - The credit could be used in conjunction with enterprise development zones to- target
‘economic redevelopment projects to brownfield:sites. It should be noted that, in. SB. 77 the
credit would increase from 7.5%: of eligible: expendxwres to 100% of the amount expended for
environmental remediation. However, the administration has indicated that:the credit should
~ equal 50% of amounts expended for env;ronmentai remed&atmn A modlﬁcauon is necessary to
h -'conform the blﬁ to the adrmmstratzon s mtcnt SR e T : :

: 10. SB 7’? wmﬁd mciude a number of mgmﬁcant mochﬁcatzons to the current
deveic)pment zone jobs:-credit- which are designed: to increase: the. incentive to create: jobs. In
general, the amount of credit that could be:claimed would be increased for empleymg bothitarget
and nontarget group mermbers. - In part,-this is to offset-the loss: of other development zones
credits. - The maximui credit: for hiring-a member of a target:group would be: $6,500. In
addition, a credit of $6,500 would be: provided for each Job retained and filled by a-member of
a target group. ~The definition of target group would be expanded to include W-2. participants
‘and residents of federal- empowerment or enterprise: commumtms - Also; the empk)ye would have
to receive pay ‘equal toat least 150% of federal: minimum’ wage: ($’7 73 per: hour: begmmng
- September 1, 1997). . This-compares with.the current maximum 3obs tax credzt of $2 600 for the

first two years ($5,200) of wages of a target group member and: the current maxzmum $3 250 for
the first two years of wages of individuals in W-2 tna} }obs S ST

Under the bill, a maximum credit of $4, 000 is provxded for each fuiiwtxme 30b created or
retained that-would be filled by an individual who was not-a-member- of 4 targeted group.
Consequently, a -credit could be claimed :for hiring: individuals-who were not members.of-a
targeted group and were also.not residents of the development zone or enterprise development
zone.. Under current law, a credit; up to & maximum of $1,200, can be claimed for an-amount
equal to 10% of the wages earned. dunng the first-two- years of: empleyment by an emp}oye who
is'a res;.dent of the zone." SRR : = ; R R
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11. Overall, economic literature on the effectiveness of enterprise Zone tax incentives
is inconclusive in that different studies have reached, to varying degrees, both positive and
“negative results. ‘Some of the positive economic studies have found: (a)-growth rates of gross
‘job increases were higher than the national rate. in certain zones; (b) when. the: multiplier effect
is taken into account; $1.90 in state and local taxes was generated for every dollar of incentives
received in New Jersey zones; and (¢) unemployment claims dropped by about:19% following
zone designation in Indiana. Conversely, other studies have determined that the program did not
-influence employment growth in three Maryland zones and:the Indiana-program did not affect
-the level of inventories and investment in machinery and.equipment in zones. - SR

Although the empirical evidence on the effectiveness of enterprise zones in increasing jobs
and investment is: generally inconclusive, the evidence is moderately positive for areas with
‘potential for-economic growth. In addition, the literature does provide some consensus. that tax
incentives alone will:not lead to economic growth; pamcn}arly in the most. distressed areas. It
appears that any tax incentives should be part of a comprehenszve economic development

- strategy.” From this wview, the effectiveness of .the tax. credxts will be dependent on. other
- ECONOMIC development activities: promoted and - undertaken: in the. zones. by state. and: local
officials (for example, infrastructure improvements constructed by commumues) Such economic
development activities by state and local officials are generally provided through the development
zone and enterpr:se development Zone program& ‘However, the zone deszgnauon cntena may not.; __-'
“always ensure that an econonncaﬂy vzable area would be seiected T s

12.  SB 77 does not inciude a ﬁscai effect for consoiidating the'current development

zone ¢redits into two:components: - It'is believed that the: reduction:in the amounts claimed for

- the ‘current credits: that will ‘be eliminated will offset any additional amounts’claimed for the
expanded jobs and -environmental remediation credits. Moreover -the new credits would first be
-gvailable: for tax year 1998.  The process.of: Conune:rce aﬂocatmg -amounts:to zones; the zones
-allocating the c¢redits to individual businesses (in-the. case: .of development zones) and then the
- businesses taking the: action to claim’ the credlts would delay any: s1gmﬁcant fiscal effect beyand_
-the current biennium. It should also be noted that the: entire -amount aﬁocated to:a-business
would not be claimed in one year, but would be claimed as mvestrnents were: made and empioyes
‘were hired as the business expanded Also, many new. and expandmg busmesscs have little or
“no tax liability; in these cases unused development zone credits: would be carried forward to
offset future tax liabilities. ‘For example; through 1995, the total amount of credits allocated to
~individual businesses was $15.7 million, yet according to-aggregate statistics from the Department
of Revenue a total ‘of $2.7 millior in-development zone-credits was claimed through tax. year
1995. The fiscal effect of prior-year law. changes related to-the development zone credits (such
as creation of the enterprise deveiopment zone program) are reﬂccted in current revenue estimates

-for. 1997-99.
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Program Mod:ficauons

13 Under the provisions of SB 77 the new envxronmental remedmtmn crecht would
equal the entire amount of eligible expenses incurred by the business. However, the
administration- has indicated that ‘the credit should equal 50% of eligible expenses.. The
Cormynittee may wi-sh“ to include this modiﬁcation in the bill: S

: ‘14,7 8B 7 7 would mciude a Wzscanszn Works pamcxpam asa membcr ofa target group
for the purposes of the jobs tax credit.. The bill does not define a W-2 participant.. Commerce
has indicated that it intended that the credit be available to the following W-2 participants:

: - {a) Persons in- unsubsidized employment when the person me_eté_ the eligibility
‘requiremerits for a W-2 employment position. The intent of this provision is to cover individuals
‘who are eligible for W-2 and obtain an-unsubsidized job while their application is pending.

o (by = .'Person's in trial jobs: Commerce would decrease the.amount of. thx:;:- tax credit. by
“the amount of the subsidy-the employer receives. C()mmerce curre:nt}y does this in connection
w1th the work suppiemantanon program : : P : :

( ) Persons recewmg W—2 health care or chxid care assxstance Vi
The Committee may wxsh to mclude these items In the blIl.

& “15. " The bill intends to replace the current: development zone credits: with the.new
‘credit for taxable years beginning on or after January 1, 1998; however, there are no changes
made to terminate the currént tax-credits. “Claimants may assert:that the new.law change does
‘not prohibit them from claiming the carrent development zone credits for day care, environmental
remediation, investment, jobs, location,- sales tax and research. - The bill merely eliminates the
-feqitirement that- the Department of Commerce verify the expenses- forthese credits. The
Comimittee may wish to mclude prowsmns ‘which elmnate the credits but. ailow canyforward
'Ofpl“lﬂi' yeaz credﬁs o cE i e s B R e i

16 SB 77 provzdes a jobs credzt for JObS that are retmned Connnerce would be
authorized to determine the individuals that would be eligible and the length of time that they
must be employed in order to claim the credit. However, the Committee may- wish to inciude
a’statutory provision that would prevent businesses from claiming the- credn: for individuals for
Whom they have recewed }()bS cradits unider the current: provzs;ons : SR s

17. The new, consoﬁdated dcveEOpment zones crecﬁt dees not require the claimant to
attach a copy of the Department of Commerce’s verification of the allowable credit to the
Wisconsin income or franchise tax return. Although the Department of Revenue has the general
authority to request information needed to enforce the franchise and income tax law, the absence
of this documentation (required for current development zone credits) will decrease DOR’s ability

Page 10 Commercé/General Furid Taxes (Paper #252)




1o process and audit the credit claims in an efﬁéient and timely manner. The Committee may

o wish to include a provision which requires: claimants to mclude the claimant’s certification for

o tax benefifs and statement of verification for ehg;ble expenses :

_ ALTERNATIVES TO BILL

A,

(g;,e Bevelopment Zone Credlts

n Adopt the Gavemor s recenunandatzon to ehmmate the current development zones-_ -
5 “from the definition of tax benefits that are pmmded through the state development
' '_ zone, development opportumty zone and enterpnse development zone program, starting with tax

L _years that begin-on January. 1, 1998 To replace the current credits, a new, consolidated:

o development zones credlt based on amounts spent on cnvxmnmental remediation and the numbcr*

Define W:tsconsm Works paznclgant as a person who: (a) zs emgloyed

o f--unsubsaﬁ%ed Jt)i} bnt meets ehgszhty reqmrements for a W«Z employment poszuan (b). a

iebeglnmng on or after J%muary 1 1998. Perrmt the canyforward of unused cred1ts :from naf ;'
o years. 3 _ . _ S s

L '--';'_;:':iW{xom;@bs cred;ts have been cialmed under cment iaw

Requ;.re ciatma;rz{s of the: new, consohéaxed credlt to. subnnt alnng wzth thexr'

i -__-"remﬂc certification for tax benefits and a statement of verification’ of expenses from SO

o _“'Commerce

i B;qpared__ by: RGﬁ.‘-S_iianbVich L

i 3'C¢ﬁimeréel(}en_e:ﬁ§.'ll‘unﬂ Taxes (Paper #252) R Pageii L

Spec:fy that the 1 new credxt for 3obs retmned cannet be c}azmed for an employe for- - .
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ATTACHMENT 1
Development Zone, Enterprise Development Zone and
Development Opportunity Zones
TABLE 1: Development Zone Program
Total Credits Amount of Credits Number of
Zone _ Year of Allocated Allocated Businesses
Location Diesignation to Zone* 7 to Businesses* Certified”
Beloit- - 1989 $1,250,600 ~$763,061 ER S
Iron Counfy 1989 1,026,000 - 601,233 17
Manitawoc . 1989 2,258 831% L 1,745431 17
Milwaukee - 1989 5,285,074 5,082,505 '
Racine 1989 2,206,145% 1,532,252 8
Stockbridge-Munsee 1989 C 400000 o 17,630 ERED S
Sturgeon Bay 1989 2,408,950 1,527,074 40
Superior ' 1989 1,650,000 S 1309007 25
Ford:dix Lac oo 1991 - 1,250,000 - . 526,931 17
Green Bay 1991 1,500,000 1,365,125 20
Lac:du Flambeau 1991 750,000 485,125 5
| Richlarid Center/ L _ L o _ '
1 . Town of Richland RS U R 70000 . USEEZIS L 13
. EauClaire” . - SO A995 oo 1,500,000 T RABLI02 T s 0
Two ' Rivers St 1995 750,000 Co iBA4 446 ' 117
Janesville 1996 1,060,000 NA .. . NA.
Lincoln; Langlade, Florence. . e h e e b e
and Forest Counties .. . 1996 750,000 118641 5
Grant and Lafayette Counties ~ 1996 1,600,000 o 184,210 11
juneau, Adams and Marquette _ SR
Couintties ' 1996 1,000,000 © 40,400 1
Totals - - $26,755,000 :-B17,845,886 317-
“Through March, 1997. e S
“Includes additional allocations under provisions of 1995 Wisconsin Act 209,

Commerce/General Fund Taxes: (Paper #252) Page 13




ATTACHMENT 1 ontinued)
Deveioyment Zone, Enterprise Develepment Zone amd
Deveiopment Gppmumfy Zones :
 TABLE 2; Enterprise Development Zone Program
Zone Certification Credit
Location Company Name Date Allocation
New Berlin QUAD/Graphics Aug 14, 1995 $3,000,000
Weyauwega Sumnit Performance Systems Aug 22, 1995 900,000
Eau Claire W.L. Gore Sep 19, 1995 1,756,667
Oconto Cera-Mite Corp Nov 1, 1995 900,000 -
Neillsville Leeson Electric Dec 11, 1995 900,000
Marinette Karl Schmidt Unisia. Jan 12, 19% 2,100,000
Menomonee Falls ' Strong Capital Management, Inc. Feb 12, 1996 3,000,000
Wisconsin Rapids . Advantage Learning Systems Inc. Feb 13, 1996 2,000,000
Kenosha Chirysler Corp s Aprl, 1996 3,008,000
Franklin “‘Harley-Davidson Momr Cempany Apr 1, 1996 1,200,000
Milwaukee ‘Waldorf Corp 5 jun'28, 1996 1,200,000+ -
Shawano Aafroweast, Inc. Jul 4, 1996 1,068,000
Chippewa Falls Johnsort Mathey, Inc.. .. . -Augl, 1996 2,750,000
* Prairie du Chien . Cabela’s of Wisconsin . . Aug 29,1996 2000000 . o

Brookfield “:Ameritech o Sept. 19, 1996 3,000,000 -
Menomionee Falls and . - R ' A

Wauwatosa Harley-Davidson Motor Company Sept 27, 1996 42,400,000
Ladysmith * Weathersheild _ Oct. 25, 1996 " 1,200,000°
Green Bay and ' . A

Manitowoc _Krueger International Jan. 10, 1997 1,050,000, .
Platteville -Penda Corp. Jan. 20, 1997 750,000 . .
Total $34,174,667
TABLE 3: Development Opportunity Zone Program
Zone Certification Credit
Location Company Name Date ‘AHocation
West Allis* QUAD/Graphics Apr 23, 1994 $3,000,000
Beloit* Reynolds Wheels Internationat Apr 23, 1994 2,774,000
Eau Claire Hutchison Technologies,Inc. Apr 28, 1995 3,000,000
*Expired April 23, 1997.
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Wisconsin Development Zone Credits

|
l
| .. {(altachtoWisconsin Form 1, INPR, 2,3, 4, 41 4T, 5, or §8)
1 996 %Name . ideniifymg NU!‘HbEf ’

| Schét%#ie | DC ;

" Wisconsin Department

" of Revente

Enter number of employes and total quahised wages patd or mcurreci during the taxabie year {up t0 $3,000
for each qualified summer youth employe and up to $6,000 for each other empioye} for services, in a '
development zone, of employes who are certified as members ©of a targeted group or ressdents of the

devalopment zone: . Waumberof Eployes © | Totl Gua"f'ed diges
FIrSt-year empPIOYES . ..o u.u o ir e ey o1al : 1b]
Second-yearemployes ..., ... ... . e | 15;?,_ . 1d
Qualified summer youth employes ............... l el il
Development zone residents . . . ... I | 1gl L1 S i
Enter 40% of line 10 .. ............... e J U SO B 1 1
Enter 40% of line 1d ... .... A e [ P B A T | S
Enter 40% ofline 1§ ........o.oovs. AR i P . S B R
Enter 109 of e Th . o et e e e e 5
'Add lines 2 through 5. This is the jobs credit before pass-through credits .......... .. B 8l ]
Enter jobs credit passed through from other enfities ........... L . LT PR N |
Addlanesﬁand? This is the total jobs credit . .. ... ... N P PPN PP 11 el
211 Sales Tax Credit e e e
Enter total amount’paid for purchase, lease or rentai of eligible property ....... TRt 3 r——
Enter amount of Wisconsin state sales and use tax paid ihat is included inamount on line'® ... ... RSN
Enter amount of Wisconsin county and stacitum sa|es ancf use laxes paad that'i :s mciudeci m amount on i:ne g =
Add lines 10.and 11. Thts is the sales. tax credit before pass—thmugh credits ' - - '
Emer sales tax credat passed through from other entities _
Add lines 12 ancf 13. This is the total current year sales tax crecitt :
Research Credit _ o
Enter the amount of Wisconsin deve!opment zohe research expenses included on Schedule R line 5 RS B0 1 | T
Wages included on line 15 which qualify for the Wzsconsm devetopment zone ;obs credit L U or e el
Subtract ine 16 fromline 15 ... ... ... I A R B 7§ L S
Enter average annual Wisconsin gross receapts from Schedule F% !lne 8. U LRSS B 1 | A
Enter fixed- base percentage, but not more than 16% {see tnstructtons) ...... RN EEL U B -
Muitiply line 18 by percentage on line 19, This is the base amount RN SRR SIS S B 7 |
Subtract line 20 fromline 17 ... . ... .. ... 0L 00 B S AP TNPUR S SRS SC A KLY | IS _
Limitation — Enter 505 of ine 17 .. .. oo PR VDL B .| S '
Enter smaller of fine 21 orline 22 ..., e L R RS T 1
Enter 5% of line 23, THis is the current year research credlt ............................... AT .. bozal -
Carryover of unused research credit .. ..............0 .. B T DR R A S e g
:-Add lines 24 and 25, This is the avaaiahte researchoredit .. .. ... .. . e IR S e

Part )\l Investment Credit
27

Enter the purchase price of depreciable, tangible persc}naE property purchased durmg ihe taxab!e year
that is used in the conduct of business in a location in a deveiopment zone: L
a Qualifiec purchases expensed under IRC section 179 ........ ... o o Hma

b Qualified purchases not expensed under IRC seclion 179 ... ... [P | 27bh; S
Enter 1.75% 0f HNe 278 . ... . o

EOter 2.5% OFN8 275 « -+ o v e e e et e e e T 2
Add lines 28 and 20. This is the ;nvestmeni credlt betore pass- through credifs ...... ... .. S R N

' Entef invesiment credit passed through from other entities .. .. ... e e e e
Add lines 30 and 31. This is the total current year investment credit ... ... ... ... . ... ......... ...
Camryover of unused investment eredit ... .. . e e e
Add lines 32 and 33. This is the available investment credit (see instructions) .. ... . ... ... ... ... ....

continued on page 2




Location Credit . o e
35

16

37

38

39
!

Day Care Credit

41

'3

43
44

45
45.'_

Env:ronmenta% Remed:atlon Credit -

a7

48 |
49
o

51
52

Part \Ii lndmduals Estates anci Truszs — Lzm:tatwn on “fax Credits

53

55

56
51
58
59 F E

_ _1-'-Schedulez‘-.-':,,.'-.- ............ P l._.&&.
L HNesB3, 65,67, N0 69 . L. .. e P -
81
62

63
64

65
66 T
“Enter smaller .of line 66 or line 46, above. This is the allowable day care credit . ... .. A S S R 7

SUBIACHHNE 67 FOMHNG BB . ... ocs . oeet e oo s s S
5 En’ter smaliar of fine 8 or line 52, above. This is the aiiowabie enwronrnenia! remedlatton credzt el

R
68

69

1996 Schedule DC

Enter the total amount expended during the taxabke year to acquire, construct, rehab{:htate remodei

nﬁ-wf pot S Lo id

of mpa:r qualmed reat property focated in a cievetopmem ZONE i i3

Enfer 2.5% of ling 35, This is the location credit before pass-through credits ... ..... ... e :

Enter location credit passed through from other enfities ... oot
Add lines 36 and 37. This'is the totat curreni year iocatton credit ......... R P S A

"Car:yover of unused location cred;t .. 7_'. R T T A :
Add fines 38 and 39. Tms is the avaaiable location credit {see :nstmcuosts} S S S

36!

{37k
| 2
39
| a0

Enter namber ci quahfy;ng individuals for whom empioymem—reiated d&y care expenses were patd of o

Jincurred during the taxable year to enable employes who are cerified as members of a iargeted group' A

o be employed N A deVelOPMEnt ZONE ... .. ... .t
Enter total amount pait for employment-related day care for qualifying individuals included on line 41,

but not more than $1,200 for each qualifying individual. This is the day care credit before pass-through
e =TT e R
Eriter day care credit passed through fromother entES . L. .o vt i et
Add lines 42 and 43. This is the total current year day care credsz L e U,

Carryoves of museci day care Credil . . ..... .o JE O |
Adcf lines 44 and 45 This isthe avatiable day care cremt (see msirucnons) U AP BRODU

a2
43
-l
4l
46

Enter total amount paid during the taxab!e year o remnove or ccmtaxn envsronmemai poitutzon o;’ to restore '
soll or groundwatef that.is affected by enwrenmenta potiuiion ina deveéopmem zone .. ... 0 Tl '

Einter 7.5% of fine 47. Th;s is the envuonmentat remediation credxt before pass»through crecilts S 38
_."-Enter envxronmentat remediatcon cred;t passed through. fmm other entities .. ... o L UL :

Add imes 48 anct 49. This'is the totai currem year envsmnmemat remedsat:on credat

Carryover of unused environmental remediation credit ... ... .. L .
Adci lines 50 and 51 Thig is the available environmental rémediation credit {see instructions) . ........ e

1

| 52

Enier WlSCOﬂSIﬂ net income from Form 1 hne 5 Farm 1NPR fine ‘32 of Form 2 'lme 5 .
Emer Wisconsin net income (loss) from development zone business operations .. | 54
Enter Wlsconsm net income {loss) irom directly related busmess cperat;ons _L e 85

‘Addiines 54 and 5. If the result is a net loss, enter zero hére and on linés 63, 65, 6? and69........ L

Dwxde amount ori line 56 by armount on fine 53 and enter ratio. ff line 56 is larger than line 5 3 enter 1.00
Enter tax from Form 1, line 14; Form 1NPR fine 4101 Form2 line 10 . ... AU B 5
Erniter married couple. credtt from Ferm 1, Schedule 4, or Form iNPR, oo

.Subtract line: 59 from line 58 if the msmt is.anet ioss, enter zero hefe and on

Enter ratio from line 57 . ... . ... SR BN R N

anpiy amount online 60byratioonline 61 ... ... ... ... B V-
Enter. smaller of line 62 or line 34, page 1. This is the aliowable investment credit ... e
Subtract line 63 from M@ B2 ... .. ... ot i iy U

Enter smaller of !me 64 or line 40, above This is the attowabte Eocatton cred;l '._' o cee AR 165

Sabtract line 65 fromiine 64 ....... T N P LT SRR SY 1 SO

" “continued on page 3
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T4 Corporations — Limitation on Tax Credits

it
H

T ey

14
5
16
I
18
i
80
&1
B2
a3
84
85
86
87
88

95
96
87
98

1986 Schedute DG

Fnter tax from Form 4, hne 14; Form 5, line 8; Form 44, ine 18 or Form AT i;ne 8 o aeaaherirresaiiisis ik -
Enter manulacturer's sales tax credit from Form 4, 44, 47, or 5, Schedule Z. .. .. .. ; s R
. Enterresearch creditsfromSchedule R ... % 12
i Enter research credit from ine 26, page T . ... .. i e L S
Enter community development financecredit . ... ... ... o 7 N D
AGEHNES 7HHIOUGN 74 - o oo ittt e e in e o it a et 15
Subtract line 75 from line 70. )f the result is zerc or less, enter zero here and on fines 82, 84 86,andB8g8 .., i 18
Enter Wisconsin net income (loss) from development zone business operations .. | T ~
Enter Wisconsin net income {loss) from directly related business operations ..... P78 e
Add lines 77 and 78. If the result is a net loss, enter Zero here and on lines 82, 84, 86, and 88 ............ ?35
Enter 7.9% of the amouni 0 INE 79 . ..o o e e gif B R
Enter smalier of e 768 O B0 L L oo it i s 81
Enter smaller of line 81 or line 34, page 1. This is the allowable investment crecit ... e 82
Subtractline 82 from HNE Bl ... .. i e 83
Enter smaller of line 83 or line 40, page 2. This is the allowable location credit ... s 84
Subtractline 84 oM e B3 .. .. .. . e i e 85
Enter smafler of line 85 or line 46, page 2. This is the allowable day care credit .. ... 86
Subtractling BEFramMBRE BS . ...l 8
Enter smaller of fine 87 or line 52, page 2. This is the allowable environmental remediationcredit ..., . ... . B8 e
Fli®d Recapture of investment Credit L o - o
Eg ertie_s_ .
PR P ; SO W B €
Enter kindof property ... ... . oo 89
8. Date property was placed in service ...l O I SISO SO Sy
91 _Oﬂginal estimated useful life or recovery period . ... ... 81
T Original Gredit . ... ..o ez - b e
Date property ceased to be qualified investment ¢
credit Property . . ... .. i e a3 _ - [ U U
Number of full years between the dates on lines
GO ANAO3 o\ ettt a4 ) . —_—
Recapture percentage (from instructions} ............. P95 ;
Multiply line 92 by the percentage online 95 .......... Coeel b ) I
Add fine 96, columns A through C, plus any amournts from separate schedules ........................ 7
Portion of original credit (ine 92) not used to offsel tax in any year, plus any carryforward of credits
you can now apply to the original CREAIL YBAL .o v vttt e r e 98
Subtract line 98 from tine 97. Thisisthe totalincrease intax ....... ... i 93
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- Senator Burke

. COMMERCE

Development Zone .Tax Credits

Motion:

Méve_ie _modif;y.tha .prévisi.ons of SB;’}’? t-hgt:.rél.ate..to- devclb.ﬁmeht-zéné iék..:_credits as
follows: : :

a. - Reduce from $4,000 t0.52,000, the maximum credit for full-time jobs created or

: 're'tamed for individuals who are ot members of.a target group; . .

b.  Continue to include the day care and iavestment credits in the definition of tax

« -benefits provided through the development zone, enterprise: development zone and opportunity
-development zone tax credits. : : : :

.. Note:

Wisconsin has three programs which provide tax credits to businesses as incentives to

.- expand and:locate in designated economically distressed areas--the development.zone; enterprise
- :develepment zone and-development.opportunity zone programs. The programs are.intended to
.promote: economic. growth threugh ;job creation - and . mvestment i the distressed . areas.
-Des1gnatzon cntena target. areas. with high une:mpleym&nt low- mcames, hj;gh prc}pemons of
..pubhc assistance . reczpzents, recent - layoffs, or: éachmng papuiatmns or prc}pﬁrty values.

Busrnesses whmh imate or expand in:the' dxfferent zones are: eligible to receive various tax
credxts -

El;gtbie btxsmesses whzch conduct -€CONOIC act;vzty in. devalopmem develepment

. _oppartumty or enterpnse éevelopmem zones: may claim: the followmg tax credits: -

Jobs Credxt A cred:t based on the: federal targeted Jobs tax credlt equal to 20% of the

- Airst $13,000:(52,600) of qualified ﬁrsi- and.second-year wages for each targeted employe hired.

In addition, the credit equals 25% of the first $13,000 ($3, ;250) of qualified first- and second-year
wages for an applicant for a Wisconsin Works (W-2) employment position for service either in

. an unsubsidized position or-in a trial-job. Finally, a credit can be claimed for an amount equal

Motion #1105 -1~




to 10% of the wages earned by an employe who is a resident of a zone during the first two years
of employment, up to a maximum of $1,200.

Investment Credit. A credit equal to2.5% of the purchase price of depreciable tangible
personal property placed in service in the zone.

Location Credit. A credit equal to 2.5% of the amount expended on certified projects to
acquire, construct, rehabilitate, remodel, repair and place in service real property in a zone.

Sales Tax Credit. A credit for the amount of sales taxes paid on purchases, leases and
rentals of construction materials and supplies and related ‘materials used to construct; rehabihtate
repair or remodel real and investment credit property in a zone. s

Research Credit. Under current law, a corporation can claim a tax credit for 5% of certain
increased research expenses. ' Eligible businesses can ¢laim an-additional credit of 5% of eligible
research expenses incurred in a zone.

Day Care Credit. A credit for employment-related day care expenses; yp to a maximum
of $1,200 for the first two years of gualifying expenses, for each qualified dependent of a
member of a targeted group who is employed by the. clalmant Thxs credit is only avaliable to
cla;man{s who begin. operatxo:xs in a zone after July 29, 1995 - =

anirenmental Remediation Credit. A credit for 7.5% of the amount expended by the
claimant to remove or contain environmental poilution or to restore soil or groundwater affected
by environmental pollution in a zone. This credit is only available to claimants who begin
operanons in a zone after Juiy 29 1995

Senate Bill 77 would eliminate the current devetopment zone:tax credits from the definition
of tax benefits that are provided through the state deveiopment Zone, development opportunity
zoné and enterprise develapment zone programs, starting with tax years' that begin on: }anuary
1, 1998, To'replace the currént eredits; a new, consolidated: development zone credit, ‘based on
“amounts spent on envmonmeatai remediation and the number of full-time jobs created or retamed
* would be provided. “The niew development zone credit would be deterrmncd as foliows

a. Environmental Remediation Component. A credit could be claimed for the amount
-~ expended for environmental remediation in‘a development, development opportunity or enterprise
development zone. "Environmental rémediation” would be defined as removal or containment
of environmental pollution, and restoration of soil or groundwater that is affected by
* environmental pollution in a brownfield if removal, containment of restoration began after the
- area that contains the site where the work was done was deSIgnated a devekopment e:ievelapmem
'opportumty or enterpnse eievelopment zcme TR R S

b Full-Time Jobs C&mpmmt A cred;t of up'to $6, 560 cmzid be cla:mcd f{}r each full-
time job created or retained in a development, development opportunity, or enterprise

Motion #1105 o -2-




development zone and filled by a member of a targeted group. In addition, a credit of up to
$4,000 could be claimed for each full-time job created or retained that was filled by an individual
who was not a member of a targeted group.

This motion would modify provisions of SB 77 to reduce the jobs tax credit for
nontargeted individuals from $4,000 to $2,000, and continue to provide the day care and
investment development zone credits.

This motion would not have a fiscal effect in the 1997-99 biennium. The reduction in the
amounts claimed for the current credits that will be eliminated would offset additional amounts
claimed for the expanded jobs and environmental remediation credits. Moreover, the new credits
would first be available for tax year 1998. The process of Commerce allocating amounts to
zones, the zones allocating the credits to individual businesses (in the case of development zones)
and then the businesses taking the action to claim the credits would delay any significant fiscal
effect beyond the current biennium. It should also be noted that the entire amount allocated to
a business would not be claimed in one year, but would be claimed as investments were made
and empinyes were hired as the business expanded. Also, many new and ‘expanding businesses
have little or no tax liability; in these cases unused development zone credits would be carried
forward to offset future tax liabilities.

MO# f};‘ﬁ{

JENSEN
QURADA
HARSDORF
ALBERS
GARD
KAUFERT
LINTON
COGGS

=z RRRE =R,

PP >D>DP>

/ BURKE

# DECKER
GEORGE
JAUCH
WINEKE
SHIBILSKI
COWLES
PANZER

AYE di} NO

PBEDBbP >

“X,;Z\ZZZZZZ

i

e < < N, R < <

>
o
[V}

Motion #1105 -3




‘Representative Jensen

“COMMERCE

Funding Set-Aside for Women’s Business Initiative Corporation

Motion:

Move to authorize the Department of Commerce t6 make a grant of up to $125,000
annually from the Community-Based Economic ‘Devélopment program appropriation t0 the
Women’s Business Initiative Corporation if all of the following apply:

a.  The Women's Business Initiative Corporation submits a'plan to thé Department
detailing the proposed use of the grant and the Secretary of Commerce approves the plan.

b.  The Women's Business Initiative Corporation agrees ifi 4 written agreement with the
Department that speczﬁes tha condxtxons for the use of grant pmceeds mc}udmg reportmg and
. 'ﬁﬁdltiﬂg rgqulrementg S delih i T SRR T SO

c. The : Wcme‘n"s Businéss"hiiti&tive Cbrpéfatidri ’3gfée’:$ 'iﬁ“Writingﬁ to provide services
to individuals throughout the state.
"“d’  The Women’s Business Initiative Corporation agrees in writing t6 ‘submit to the
Department, within 6 months after spending the full amount of‘the grant, a réport détailing how
the proceeds were used.

Note:

Under the provisions of SB 77, funding of $777,100 GPR would anniually be provided to
fund community-based economic development programs. The Community-Based Economic
Development (CBED) program provides grants to comumnunity-based organizations, business
incubator grants, economic diversification grants and regional economic development grants.

Business Assistance Grants. Commerce may make a grant of the lesser of $20,000 or 75%
of the cost of the project to community-based organizations to conduct local economic
development projects or to provide assistance to businesses or entrepreneurs. Grants made to
assist a small business in planning a start-up or expansion may be used for feasibility studies,
financial plans, training and similar types of expenses. Grants made to assist local development

Motion #1101 (over)




__projects may be made for developing project plans for industrial parks, downtown business
districts, public infrastructure projects and training economic development staff.

Business Incubator Grants. Grants may be made to a community-based organization for
any of the following:

a. Up'to' $30,000 to fund the operaiic)n of an existing business incubator or existing
technology-based incubator;

b.  Up to $10,000 to provide technical assistance in the process of starting a business
or technology-based incubator, including planning, engineering, architectural and legal services
. and assistance in preparation of feasibility studies and business. plans;

c.  Up to $100,000 to start a new business or technology-based incubator by financing
the construction, expansion or rehabilitation.of the. incubator; and .

d. Up to $£30,000 to creat.e' é -pevi)}_vihg ioan fund for tenant's"of."a businegé or
-.technology-based incubator. ; :

_ Econormc Dwers;ﬁcauon Grants. Commerce may make grants of the 1ess¢r of $10 000
or 15% of tha project cost to pohtxcai subchvzsmns to develop plans tg dxversafy the local

. economy.

Regional Economic Development Grants. -Grants of up to $100,000 or 10% of the total
. amount appropriated for the CBED program may be.awarded to a commumty-based organization
for regional development activity if certain condmons are met. T

This motion would authorize Commerce to make a grant of up to $125,000 in each year
of the biennium to the Women’s Business Initiative Corporation from the CBED program if
certain planning and reporting requirements were met. The Women’ s Business Initiative
Corporation previously received CBED grants of $125,000 in fiscal years 1996»91 through };992-
93 and $80,000 in fiscal years 1993~94 and 1994-95. _ _

The motion authorizes the use of existing fundmg for a specific purpose no additional
funding is.provided. Consequently; the motion has no fiscal effect. . . _
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Senator Jauch

COMMERCE

Community-Based Economic Development Program--Revolving Loan Fund Grants

Motion:

Move. to authorize the Department. of Commerce to make grants of up to $75,000 to
communzty~based organizations to create revolvmg loan funds for loans to small businesses.
Define small business to be a business that employes fewer than 100 persons. Grant Commerce
authority to promulgate rules that would be necessary to administer the program.

Note:

Under the provisions of SB 77, funding of $777,100 GPR would annually be provided to
fund community-based economic development programs. The Community-Based Economic
Development (CBED) program provides grants to community-based organizations, business
incubator grants, economic diversification grants and regional economic development grants.

Business Assistance Grants. Commerce may make a grant of the lesser of $20,000 or 75%
of the cost of the project to community-based organizations to conduct local economic
development projects or to provide assistance to businesses or entrepreneurs. Grants made to
assist a small business in planmng a start-up or expansion may be used for feasibility studies,
financial plans, training and similar types of expenses. Grants made to assist local develapment
projects may be made for developing project plans for industrial parks, downtown businéss
districts, public infrastructure projects and training economic development staff.

Business Incubator Grants. Grants may be made to a community-based organization for
any of the following:

a. Up to $30,000 to fund the operation of an existing business incubator or existing
technology-based incubator;

b.  Up to $10,000 to provide technical assistance in the process of starting a business
or technology-based incubator, including planning, engineering, architectural and legal services
and assistance in preparation of feasibility studies and business plans;

Motion #1127 {over)




c. ~ Up to $100,000 to start a new business or technology-based incubator by financing
the construction, expansion or rehabilitation of the incubator; and

4. Up to $50,000 to create @ revolving loan fund for tenants of a business or
technology-based incubator.

Economic Diversification Grants. Commerce may make grants of the lesser of $10,000
or 75% of the project cost to political subdivisions to develop plans to diversify the local
economy. S

" Regional Economic Development’ Grants. “Grants of ‘up to $100,000 or 10% of the total
“amount appropriated for the CBED program may be awarded to a cammunzty«based Grgamzatxon
for regional development” actwﬁy 1f certam condztmns are met o

“This motion would authorize Cornmerce to make a grant of up to $75 000 to community-
based organizations to establish revolving loans to small businesses.

The motion authorizes the use of existing funding for a specific purpﬂse;--"no-additional
funding is provided. Consequently, the motion has no fiscal effect.

Yy
MO# // ;
JENSEN
OURADA
HARSDORF
ALBERS
GARD
KAUFERT

. ZLINTON
COGGS

Z2R2Z2Z22Z22
e e

BURKE
DECKER
GEORGE

jJAUCH
WINEKE
SHIBILSKI
COWLES
PANZER

R RS SLEE LN

Z2ZZZRZZ
>»b>n%>>

I
m
B

AYE f NO ¢

Motion #1127




Senator Burke

COMMERCE

Downtown Wisconsin Fund Study

Motion:

Move to require the Department of Commerce to study the possibility of creating a
"Downtown Wisconsin” fund to provide financial assistance to small and medium sized
municipalities to assist in making downtown commercial districts vibrant and economically
healthy, preserve farmland and prevent urban sprawl. Require the study to include the potential
for coordinating assistance-through the current heritage tourism and main street programs. Direct

the Department to report to the Joint Committee on Finance at its second quarterly meeting under
8. 13.10 in 1997-98 (December 1997).
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Senator Panzer

COMMERCE
Building and Environmental Regulation

Identification of Oxygenates in Reformulated Gasoline

Motion:

Move to make the following modifications to labeling of devices that dispense, for sale at
retail, reformulated gasoline:

a.  Require that the label on the dispensing device shall be marked with the identity of
the oxygenate or oxygenates contained in the fuel and delete the specific references to "methyl
tertiary butyl ether (MTBE)" and “ethy! tertiary butyl ether (ETBE)."

b.  Direct Commerce topromulgate revised administrative rules for labeling that consider
. incorporating the uniform laws and regulations in the areas of legal metrology and engine fuel
‘quality, as adopted by the National Conference on Weights and Measures.

c. Direct Commerce to submit the revised rules to the Legislative Council staff no later
than the first day of the seventh month beginning after the effective date of the biennial budget
act.

d.  Specify that the change in labeling requirements would take effect on the first day
of the 13th month beginning after the effective date of the biennial budget act.

Note:

Current law requires a device that dispenses for retail sale a reformulated gasoline that
contains an oxygenate other than ethanol to be marked or labeled at all times with the identity
of the oxygenate. The label must identify the oxygenate as "methyl tertiary butyl ether (MTBE)"
or "ethyl tertiary butyl ether (ETBE)" or, if the reformulated gasoline contains another oxygenate,
or combination of oxygenates, the label must identify the oxygenates as specified in rules
promulgated by Commerce. The motion would delete the specific references to the two
oxygenates.
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Senator Panzer

- COMMERCE

Development Zone Tax Credit

Motion:” -7

Move torallow the costs of ‘an investigationi to be an eligible ¢ost for the ‘purpose of
claiming the environmental remédiation coniponient of the development zone tax credit, except
in cases where' the investigation determines that remediation is required and remediation is not
undertaken. Also, specify that the credit can be claimed for 50% of ‘the annual amounts
expended for environmental remediation.

‘Note:

Senate Bill 77 would eliminate the current development zone tax credits from the definition
of tax benefits that are provided through the state development zone, development opportunity
zone and enterprise development zone programs, starting with tax years that begin on January
1, 1998. To replace the current credits, a new, consolidated development zone credit, based on
amounts spent on environmental remediation and the number of full-time jobs created or retained,
would be provided. The new development zone credit would be determined as follows:

a. . Environmental Remediation Component. A credit could be claimed for the amount
expended for environmental remediation in a development, development opportunity or enterprise
development zone. "Environmental remediation” would be defined as removal or containment
of environmental pollution, and restoration of soil or  groundwater that is affected by
environmental pollution in a brownfield if removal, containment or restoration began after the
area that contains the site where the work was done was designated a development, development
opportunity or enterprise development zone. "Environmental pollution” means the contaminating
or rendering unclean or impure the air, land or waters of the state, or making the same injurious
to public health, harmful for commercial or recreational use, or deleterious to fish, bird, animal
or plant life. "Brownfield" would be defined as an industrial or commercial facility the
expansion or redevelopment of which is complicated by environmental contamination.

b.  Full-Time Jobs Component. A credit of up to $6,500 could be claimed for each full-

time job created or retained in a development, development opportunity, or enterprise
development zone and filled by a member of a targeted group. In addition, a credit of up to

Motion #1577 (over)




$4,000 could be claimed for each full-time job created or retained that was filled by an individual
who was not a member of a targeted group.

The Department of Commerce would be-authorized to promulgate rules that would further
define a person’s eligibility fortax benefits under the development zone, opportunity development
zone and enterprise development zone programs. ... .

This motion would include the costs incurred for investigation as eligible for the
environmental remediation credit, except in cases where the investigation determined remediation
was necessary and none was undertaken. Also, the motion would:specify that the credit could
be claimed for. 50% of remediation expenses .and clanf}f that the- erecht could be claimed for costs
. incurred during. the remediauon project. rather than when the _;:praject was complete... The

-administration indicates that its intent was to pmvxde a.-50% remedlation credit;: rather than a
- 100% credit, as. drafted i in the bzli = : :
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- Representative Linton

COMMERCE

American Indian Technical Assistance Funding .

Maotion:

‘Move to :pr.ovidc $25%G GPR annually to-the-American: Indian economic development
technical assistance grant:appropriation. and $8,500 ‘GPR annually tothe: American Indian
economic development liaison grants appropriation.

Note:

: A pmgram plannmg anaiyst in the Department ﬁf Cammerces 's:Division of Commum{y. 5
Deveiopment provides technical ‘and économic deveiopment assistance to Native American
entrepreneurs and tribal communities. The Department also administers two grant programs which
provide funds to the Great Lakes Inter-Tribal Council (GLITC)--an economic development liaison
grant and an economic development technical assistance grant.

Economic Development Liaison Grant. The economic development liaison grant program
provides monies to the council to partially fund a Council liaison between American Indians,
Indian businesses and Indian tribes interested in targeted economic assistance programs and the
state agencies that adrmmster them A targeted economic assistance program is a program or form
of assistance avaﬁabie o an Amencan Indian, an Indian business or an Indian tribe that is
administered by a state agenc:y ‘and that relates to any of the following: (a) economic
development; (b) comumty development; (c) increasing employment among American Indians;
(d) minority business certification under state law; and (d) other assistance Commerce considers
relevant. Base funding of $25,000 is provided for the economic development liaison grant to the
Council. :

Technical Assistance Grant. Funding is appropriated for annual grants to the Great Lakes
Inter-Tribal Council (GLITC) to prov1de technical assistance for économic development on Indian
reservations. FEligible entities include: tribal enterprises; indian businesses located on Indian
reservations; and other Indian businesses that directly benefit the economies of Indian
reservations.
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A tribal enterprise is a business that is: (a) at least 51% owned and controlled by the
governing body of one or more Indian tribes; (b) actively managed by the governing body or the
designee of the governing body of one or more Indian tribes; and (c¢) currently performing a
useful business function. SRR

The types of assistance provided includes:

(a) Management assistance to existing businesses;
(b)  Start-up assistance to new businesses, including the development of business and
marketing plans and assistance in securing development financing; and
. (¢). Technical assistance to-new: and existing:businesses in gaining access'to tribal, state
and federal business assistance and financing programs:. .- TR :

GLITC is prohibited from providing technical assistance for commercial gaming and
gambling activities under this program. Base funding of $25,000 is provided in Commerce for

making grants to GLITC to finance this program.

This motion would increase annual funding to $33,500 GPR for the ecoﬁomic deve}c)pfnent
liaison grant appropriations and $50,000 for the technical assistance grant appropriation.

JENSEN
OURADA
HARSDORF
ALBERS
GARD
KAUFERT
# LINTON
ZCOGGS

zz %&z %‘%&ﬁ\k

k<<=
BPERPRP>

BURKE
DECKER
GEORGE
JAUCH
WINEKE
SHIBILSKI
COWLES
PANZER

&izz

PRREDPPEPRP

S < .-< K%%" -3%}%
qhes

AYE NO ABS

~ Motion #985




Representative Jensen

COMMERCE

Study on Home-Based Businesses

Motion:

Move to require the Department of Commerce to conduct a study on the barriers to starting
and operating home-based businesses and on encouraging further development of home-based
businesses in the state and to deliver the study to the appropriate standing committees of the
Legislature on or before January 1, 1998.
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Representative Jensen

COMMERCE

Grants to Private Foundations that Teach Entrepreneurship

Motion:

‘Move to autiorize the Department of Commerce to award grants through the Community-
Based Economic Development program to the National Foundation for Teaching Entrepreneurship
and similar organizations or foundations-that teach business skills to disadvantaged and. at-risk
children. Require that the grants be used for costs associated with the seachmg of skills and
busmess knowledge nﬁcessary to found and maintain-an enterprise. C

- Note:

Under the provisions of SB 77, funding of $777,100 GPR would annually be provided to
fund community-based economic development programs. The Community-Based Economic
Development (CBED) program provides grants to community-based organizations, business
incubator grants, economic diversification grants and regional economic development grants.

Business Assistance Grants. Commerce may make a grant of the lesser of $20,000 or 75%
of the cost of the project to community-based organizations to conduct Jocal economic
development projects or to provide assistance to businesses or entrepreneurs. Grants made to
assist a small business in planning a start-up or expansion may be used for feasibility studies,-
financial plans, tratmng and similar types of expenses. Grants made to assist local development
projects may be made for developing project plans for industrial parks, downtown business
districts, public infrastructure projects and training economic development staff.

Business Incubator Grants. Grants may be made to a community-based organization for
any of the following:

a.  Up to $30,000 to fund the operation of an existing business incubator or existing
technology-based incubator;

b. Up to $10,000 to provide technical assistance in the process of starting a business

or technology-based incubator, including planning, engineering, architectural and legal services
and assistance in preparation of feasibility studies and business plans;
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c.  Up to $100,000 to start a new business or technology-based incubator by financing
the construction, expansion or rehabilitation of the incubator; and

d. Up to $50,000 to create a revolving loan fund for tenants of a business or
technology-based incubator.

Economic Diversification Grants. Commerce may make grants of the lesser of $10,000
or 75% of the project cost to political subdivisions to develop plans to diversify the local
economy. :

Regional Economic:Development Grants. Grants:of up-to $100,000 or 10% of the total
amount appropriated for the CBED program may be awarded to a commumty«-based orgamzatlon
for regional devcl()pment actzv;ty if certain conditions:are met. :

This motion would authorize Commerce to make grants to the. Nanonai Foundation for
Teaching Entrepreneurship and other similar organizations for costs associated with teaching
business skills to disadvantaged and at-risk children.

The motion authorizes the use of existing funding for a specific purpose; no additional
funding is provided. .Consequently, the motion has no fiscal effect.
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COMMERCE

Departmentwide and Economic Development

LFB Summary Items for Which No Issue Papers Have Been Prepared

Item # Title
1 Standard Budget Adjustments
10 Wisconsin Development Fund -- Funding Adjustments (except appropriation type)
11 Wisconsin Development Fund -- General Administrative Provisions (except
Origination Fee)
12 Wisconsin Development Fund -- Technology Development Grant and Loan
Program Modifications
13 Wisconsin Deveiopment Fund -- Modxﬁcaﬂons to the Customlzed Labor Trammg
Grants.and Loans. Program L
15 . _Wxsconsm Develapment Fund o Repeal Research Grant and Loan Program ..
16 Wisconsin. Deveiopment Fund = Employe Ownershlp Asszstance Laan Prcgram
Modifications
17 Position Funding Source Conversion
18 Transfer Municipal Boundary Review to DOA
19 Transfer Plat Review to DOA
20 Eliminate Division of International and Export Services Positions
21 International Trade and Export Activities
22 Industrial Revenue Bond Fees and Rules
23c,d&f Community-Based Economic Development Prcgram Modifications
24 TInformation Technology Fuadmg '
25 GPR Transfer to Economic Development Promonon
7 Position Transfer to Administrative Services
Business Development Initiative Program Funding
Overhead Cost Allocation
CDBG Prmrzty for Bmwnsﬁeids Redcvelopment
. N " ot {}M

i.
/

Intemal Reorgamzauon /. 7 F
36 Minor Transfers Between Appropriations %W%% %&%3 ML
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Item #

31

Item #

39
40
41

2.

L¥B Summary Item to be Addressed in a Subsequent Paper

Title

Brownsfields Grant Program

LFB Summary Items for Introduction as Separate Legislation

Title

Eliminate Reporting Requirements

Mermorandum of Understanding with WHEDA

Economic Adjustment Program Conﬁdent;ahty Exemptzon o

Repeal (}bsoiete Statutory Prows;ons -




1997-99 BUDGET PAPERS
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Administration -- Departmenmfde. .
120 State Budget System Redesign
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Administration -- Office of Justice Assistance
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160 Adolescent Pregnancy Prevention, Pregnancy and Parenting Services
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165 Agrichemical Cleanup Grants. . SRR
166 . .. Agrichemical Cleanup Program ---Indusma} Pestmdes :
167 Minor Policy and Technical Changes — Discontinued Pesticide Products
168 Agrichemical Cleanup Program Changes — : SRR
169 Animal Waste Management Grants
170 - Gypsy Moth Control Program Staff
171 Food Inspection Program e
172 Weights and Measures Inspectwn Program == quuid Petroleum Gas
173 Agricultural Investment Aids -- Sustainable. Agnculture Grants =
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180 Funding Reduction
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Division of Trust Lands and Investments £ Treatment of Unencumbered Year-End

Operating Balances :
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Biennial Finance Plan
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Instant Ticket Vending Machines ™~ -

Lottery Vendor Fees

Modification of Lottery Expense LGutatmn

Multijurisdictional Lotteries * ESI T

Lottery Advertising

Lottery Credit -- Distribution: Formu}a

- Lottery Credit -~ Precertification

‘Direct Aid Payments

and Collection
Payments for Municipal Servwes - Agency Chargebacks 3 _

Shared Revenue and Property Tax Relief -- Property Tax Credxts
Transfers from Property Tax Relief Fund to-General-Fund : e
Homestead Tax Credit Reestimate R s
Homestead Tax Credit -- Definition of Household Income = =

State Fair Park

State Treasurer: oo 8 wsgiiing: ol b
Unclaimed Property ngram Pnntmg and Advemsmg Costs
Minor Policy and Technical Changes

Staffing Modifications = 7v isivinil s
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Paper #

780
781
782
783
784
785

790
791
792

793
794
795
796

"Mmor Pohcy and Techmeai Changcs

798

800
801
802

803

': : 804
805

940
941

Page 10

‘ 'Bleck Grants to S_c:hoel Dzstncts from the Common School Fund for Educatzonai _ 

Mochﬁcauons to the Cunrent Status anci Purposes of the Umversal Servme Fund )

“Travel Informannn Centers <= L’I‘E Fundmg

Supreme Court :

Circuit-Court -Automation Project -7 . .

Information Technology

Law Library Book Infiation - v

Fees for the Sale of Court Documents

Personnel Specialist S :
District Court Administrative Staff -- M}iwaukec County

Technology for Educational Achxevement n Wlseonsm Board |
Governance of TEACH Functions e R
GPR Block Grants to-School Districts--

Technolagy L
Block Grants to CESAs for Educauonai Technoiogy
Educational Technology Infrastmcture Loans

Tourism - o e -
Sponsorsth of Teurzsm ?ubhcatmns o
Rent Increases

Heritage Tourism Grants.

Lxcensmg State Symbois Surplus Property and County Assocmtmns .
Milwaukee. Symphony Radm Show o R

Wisconsin Health and Educational Facilities Authority. .o 0

Wisconsin Housing and Economic Dé&eie;zméht Authority - .o
Safe Drinking Water Loan Guarantee Program
Small Business Loan Guarantee Program




Paner #

Wisconsin Technical College System
845 General Aids for Technical College Districts
946 Faculty Development Grants
947 Contracts for Youth Apprenticeship Instruction
948 Minor Policy and Technical Changes — Position Authority
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Legislative Fiscal Bureau

One East Main, Suite 301 » Madison, W1 33703 « (608) 266-3847 » Fax: (608) 267-6873

May 19, 1997

TO: Members
Joint Committee on Finance

FROM: Bob Lang, Director

SUBJECT: Budget Issue Papers

Attached are budget issue papers, prepared b} Ehls offlce on the foliow;ne pomons of the

budcei of the Department of Trampomatmn

. Transportation Fund Condition
State Highway Program (excluding funding for state highway rehabilitation, major

highway development and state highway maintenance)

» Motor Vehicles -
. State Patrol
. Other Divisions

_ These agencies have been scheduled for executive action by the Joint Committee. on
" Finance. The meeting will be held at 9:00 a:m. on Thursday, May 22, in 119 MLK Building,

Joint Finance {(back of Senate Chambers).

BURKE TN A
DECKER Y N A
GEORGE NN A
BL/sas oumapa LN A WNEE v N A
) . A ¥ Y, N A
Attachments HARSDORFE ¥ g :_ SHIBILSKI A N oa
ALBERS COWLES ¥ N A
GARD ;f: noA PANZER YN A
KAUFERT YN A
LINTON -
coG YN oA AYE
GS AN A . NO___ ABS




1997-99 BUDGET PAPERS

May 22, 1997

Paper #
810 Transportation Fund Condition Statement
Transportation -- State Highway Program
845 Major Highway Development -- Project Enumeration
846 Major Highway Project Selection Process
847 State Highway Maps
848 Reduce Capacity to Design Future Projects
849 Savings from Instituting Changes in Contaminated Site Remediation
850 Streamline Materials Acceptance Process
851 Eliminate Production of Certain Highway Swns
852 Discontinue Mailing Letting Reports
‘Fransportation -- Motor Vehicles
860 - Extended License Renewal Cycle _
861 : "G}peramr S Lmeme and [dentification’ Card Fee Increaseq
862 Digitized Driver’s License Technology
863 Increased License Plate Costs
864 Single License Plate
865 Enhanced Driver Education
866 Third-Party Skills Testing for Class D Operator’s Licenses
867 Special License Plate Issuance Fees
368 Registration and Titling Exemption for Certain Mobile Homes and Consolidation
of Registration Categories for Campmg Traﬂers anci Mobile Homes
869 Misceﬁaneous Budget Adjustments

8’?0 L Sale of Acmdent and Citation Recordcs

Trauépor_t&tidn -- State Patrol
880 Mobile Data Computers

881 Breath Testing Instrument Replacement

882 Transfer Chemical Test Program to the OWI Surcharge
883 Public Safety Radio System

884 Fees for State Patrol Services

Transportation -- Other Divisions
890 Division of Business Management -- Data Processing Reductions
891 Division of Transportation Investment Management -- Project Position






