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Fiscal Estimate Narratives
DOR 3/11/2005

LRB Number 05-0717/1 Introduction Number AB-206 Estimate Type  Updated

Subject

Research and development tax credit for expenditures that exceed 150 percent of prior year's expenditures

Assumptions Used in Arriving at Fiscal Estimate

Under current law two nonrefundable credits are available to corporations for research and development
activities in the state. The research expenditures credit is available for increasing qualified research expenses
and the research facilities credit for constructing and equipping new facilities or expanding existing facilities.
Both credits are for 5% of qualified expenditures in a taxable year.

The bill provides an additional credit for research conducted in Wisconsin equal to the amount by which the
current year's qualified research expenditures exceed the average of a corporation’s qualified research
expenses in the three prior years multiplied times 1.5%. The credit is nonrefundable and unused amounts can
be carried forward for 15 years.

Information on the amount of qualified research expenses claimed in the prior three years is not available. This
estimate is based on research credits claimed in the 1999 and 2001 corporate samples compiled by the ;
department. It assumes that the expenses reported in 1999 would equal the prior three year average expenses
required by the bill. To the extent that actual prior year average expenses would differ, the actual fiscal effect
would vary from the estimate. In addition, the bill is silent as to how to treat corporations that do not have prior
year expenses. This estimate assumes that the entire current year expenses would be eligible for the new
credit.

Based on these assumptions, the bill would reduce revenues by an estimated $10 million per year.

The Department anticipates one-time costs of $18,900 for computer programming. The bill does not provide
funding for these costs.

Long-Range Fiscal Implications
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Detailed Estimate of Annual Fiscal Effect

Original X Updated Corrected Supplemental
LRB Number 05-0717/1 Introduction Number AB-206
Subject

Research and development tax credit for expenditures that exceed 150 percent of prior year's
expenditures

I. One-time Costs or Revenue Impacts for State and/or Local Government (do not include in
annualized fiscal effect):

The Department estimates it would incur $18,900 of one-time costs for computer programming.

ll. Annualized Costs: Annualized Fiscal Impact on funds from:
: Increased Costs| Decreased Costs
A. State Costs by Category ,
State Operations - Salaries and Fringes $18,900
(FTE Position Changes)

State Operations - Other Costs
Local Assistance
Aids to Individuals or Organizations

|TOTAL State Costs by Category $18,900 $
B. State Costs by Source of Funds
GPR 18,900
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lil. State Revenues - Complete this only when proposal will increase or decrease state revenues
(e.g., tax increase, decrease in license fee, ets.)
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[TOTAL State Revenues $| $-10,000,000
NET ANNUALIZED FISCAL IMPACT
State Local
NET CHANGE IN COSTS $18,900 $
NET CHANGE IN REVENUE $-10,000,000 $
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