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IMPORTANT CHANGES

Several credits expired for taxable years beginning on
or after January 1, 2015. While no new credits may
be computed, unused nonrefundable credits com-
puted prior to the expiration date may be carried
forward subject to the carryforward limitations of
each credit.

The following credits have expired for taxable years
beginning on or after January 1, 2015:

Refundable Credits:

e Woody biomass harvesting and processing
credit

Nonrefundable credits:

e Relocated business credit

e Health insurance risk-sharing plan assess-
ments credit

Deductions:

e Job creation deduction

I.  INTRODUCTION

This publication provides information about the Wiscon-
sin tax incentives that may be available to corporations,
tax-option (S) corporations, partnerships, limited liabil-
ity companies (LLCs), and sole proprietorships doing
business in Wisconsin for taxable years beginning in
2015.

These tax incentives consist of the following:

Community rehabilitation program credit
Development zones credits

Early stage seed investment credit

Economic development tax credit

Enterprise zone jobs credit

Farmland credits

Jobs tax credit

Manufacturing and agriculture credit
Manufacturer’s sales tax credit - carryforward
Manufacturing investment credit

Research credits

Supplement to federal historic rehabilitation tax
credit

e Technology zone credit

CAUTION

The information in this publication reflects the position
of the Wisconsin Department of Revenue of laws enacted
by the Wisconsin Legislature effective on December 31,
2015. Laws effective after that date, new administrative
rules, and court decisions may change the interpretations
provided in this publication.

Il. DEFINITIONS

In this publication, the following definitions apply, un-
less stated otherwise.

Corporation - Includes corporations, insurance compa-
nies, regulated investment companies (RICs), real estate
mortgage investment conduits (REMICs), real estate in-
vestment trusts (REITs), financial asset securitization
investment trusts (FASITSs), publicly traded partnerships
treated as corporations in section 7704 of the Internal
Revenue Code (IRC), limited liability companies (LLCs)
treated as corporations under the Internal Revenue Code,

joint stock companies, associations, common law trusts,

and all other entities treated as corporations under IRC
section 7701.

Exempt Corporation - A corporation exempt from Wis-
consin  franchise or income taxation under
sec. 71.26(1)(a) or 71.45(1), Wis. Stats., that is subject to
the tax on unrelated trade or business income under IRC
section 511 for federal income tax purposes.

Partnership - Includes general partnerships, limited
partnerships, registered limited liability partnerships
(LLPs), limited liability companies (LLCs) treated as
partnerships under the Internal Revenue Code, syndi-
cates, groups, pools, joint ventures, and other
unincorporated organizations.

Sole Proprietorship - Includes unincorporated busi-
nesses operated by individuals, estates, trusts, and
exempt trusts subject to tax on unrelated business taxable
income.

Tax-Option (S) Corporation - A corporation which is
treated as an S corporation under subchapter S of the In-
ternal Revenue Code and has not elected out of tax-
option corporation status for Wisconsin purposes.
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Note: A single-owner entity that is disregarded as a sep-
arate entity under IRC section 7701, or a corporation
treated as a qualified subchapter S subsidiary (QSub) for
federal purposes, is disregarded as a separate entity for
Wisconsin franchise or income tax purposes. The owner
claims any tax credits based on the LLC’s or QSub’s ac-
tivities for which the owner would otherwise be eligible.

I11. COMMUNITY REHABILITATION
PROGRAM CREDIT

A. What is the purpose of the credit?

The community rehabilitation program credit is
available for taxable years beginning on or after Au-
gust 1, 2011. The law specifies that the credit is first
effective for taxable years beginning after July 1,
2011 (i.e. taxable years beginning July 2, 2011 or af-
ter); however, federal law provides that fiscal years
must start on the Ist of the month so the effective
date of the credit is August 1, 2011.

The credit is equal to 5% of the amount that the
claimant paid in the taxable year to a community re-
habilitation program to perform work for the
claimant's business. The maximum amount of credit
that may be claimed in a taxable year is $25,000 for
each community rehabilitation program for which
the claimant enters into a contract to have the com-
munity rehabilitation program perform work for the
claimant's business.

B. Who may qualify for the credit and on what
form is it claimed?

Entity Form Used to Form on Which
Compute Cred- | Credits Claimed
its
Corporations Schedule CM Form 4, 41, or 6
Tax-option (S) Schedule CM Reported on
corporations Form 58,
Schedule 5K,
passed through to
shareholders on
Schedule 5K-1,
and claimed on
Form 1, INPR, or
2

Exempt corpo- Schedule CM Form 4T

rations!

Form on Which
Credits Claimed

Form Used to
Compute Cred-
its

Schedule CM

Entity

Partnerships Reported on
Form 3,

Schedule 3K,
passed through to
partners on
Schedule 3K-1,
and claimed on
Form 1, INPR, 2,
3, 4,41, 4T, 58, or
6

Sole proprietor- | Schedule CM Form 1, INPR, or
ships? 2

' The credit is allowed only if the exempt organization
contracts with a community rehabilitation program to
perform work for the claimants business and that work
relates to unrelated trade or business activity.

2 Estates and trusts share the credit among themselves
and their beneficiaries in proportion to the income allo-
cable to each.

C. Is the credit transferable?
No.
D. When must the credit be claimed?

Claim the credit within four years of the unextended
due date of the taxpayer's franchise or income tax re-
turn.

E. Isthe credit refundable or nonrefundable?

The credit is nonrefundable. If the credit is not en-
tirely offset against qualifying Wisconsin franchise
or income taxes due for the current taxable year, the
balance may be carried forward for 15 years. The
credit may not be used to offset against the economic
development surcharge.

F. s the credit includable in taxable income?

The credit you compute is income and must be re-
ported on your Wisconsin franchise or income tax
return in the year computed. This is true even if you
cannot use the full amount of a credit computed this
year to offset tax liability for this year and must carry
over part or all of it to future years.
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G. Where can | obtain more information? and tangible personal property, job creation or reten-
tion, and environmental remediation.

See the instructions for Schedule CM.

WEDC determines the amount of credit available to
businesses located in community development, en-
terprise development, development opportunity,
agricultural development, and airport development

zones.

IV. DEVELOPMENT ZONES CREDITS

A. What is the purpose of the credits?

The development zones tax credits provide tax in-
centives for businesses to locate in Wisconsin
development zones. The Wisconsin Economic De-
velopment Corporation (WEDC) administers the
development zone programs.

To participate in the development zone programs,
businesses must first be certified by WEDC. For
more information regarding eligibility in the Wis-
consin development zone programs, visit the WEDC
website at inwisconsin.com, write to the Wisconsin
Economic Development Corporation, PO Box 1687,
Madison, WI 53701-1687, or call 1-855-469-4249.

The Community Development Zone Program is de-
signed to encourage private investment and improve
the quality and quantity of employment opportuni- B
ties in Wisconsin’s designated community '
development zones. Tax credits are based on creat-

Who may qualify for the credits and on what
form are they claimed?

hg or retamning J0b§ and on cleaning  up Entity Form Used to Form on Which
environmental pollution in community development Compute Credits | Credits Claimed
zones. Corporations Schedule DC Form 4, 41, or 6
The Enterprise Development Zone Program provides Tax-option (S) | Schedule DC Reported on Form 58,
an incentive for a new or expanding business whose corporations ShChed‘;lle 3 I% pazsig
project will affect a specific distressed area. A zone Zrzocl)lng Séﬁesdlillr: 5(1)< 1'
is “site specific”; it applies to only one business. and claimed on ’
Blésines]:es Tam.tax credits. by creatirig nTIW full—.time Form 1, INPR, or 2
obs or by cleaning up environmental pollution in an
J Y sup p Exempt corpora- | Schedule DC Form 4T
enterprise development zone. tions!
The Legislature has designated certain areas of the Partnerships Schedule DC Reported on Form 3,
state as development opportunity zones. Tax credits tShChedlllllEt: 3K,r{)assed
are based on investment in a business; construction, Scrl?;iguleofl)(a-lnzgsdon
.rehablhtz.ltlon, repair, or' remode!mg of a bulldlng; claimed on Form 1,
Job creation or retention; and env1rpnmental remedi- INPR, 2, 3, 4, 41, 4T,
ation in the development opportunity zone. 58S, or 6.

. Sol ietor- | Schedule DC F 1, INPR, or 2
The Agricultural Development Zone Program en- sl(l)ipeslz) roprietor chedule orm 4, - Of
courages the expansion of agricultural businesses in

Wisconsin’s agricultural development zone. Tax
credits may be available based on capital invest-
ments in real and tangible personal property, job
creation or retention, and environmental remedia-
tion.

The Airport Development Zone Program encourages
the expansion of businesses in Wisconsin’s desig-
nated airport development zones. For taxable years
beginning on or after January 1, 2007, tax credits
may be available based on capital investments in real

! The credits are allowed only if the exempt organization
conducts an unrelated trade or business in a Wisconsin
development zone.

2 Estates and trusts share the credits among themselves
and their beneficiaries in proportion to the income allo-

cable to each.

C. Are the credits transferrable?

No.
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. When must the credits be claimed?

Claim the credits within four years of the unextended
due date of the taxpayer’s franchise or income tax
return.

Are the credits refundable or nonrefundable?

The credits are nonrefundable. If a credit is not en-
tirely offset against Wisconsin franchise or income
taxes due for the current taxable year, the balance
may be carried forward for 15 years. The credits may
not be offset against the economic development sur-
charge.

Is the credit includable in taxable income?

The credit you compute is income and must be re-
ported on your Wisconsin franchise or income tax
return in the year computed. This is true even if you
cannot use the full amount of a credit computed this
year to offset tax liability for this year and must carry
over part or all of it to future years.

. Where can | obtain more information?

See the instructions for Schedule DC.

EARLY STAGE SEED INVESTMENT
CREDIT

. What is the purpose of the credit?

The early stage seed investment credit is part of the
qualified new business venture program adminis-
tered by the Wisconsin Economic Development
Corporation (WEDC). The credit is based on a
claimant’s investment paid to a certified fund man-
ager that the fund manager invests in a qualified new
business venture. The credit equals 25% of the qual-
ified investment amount as certified by WEDC. If an
investment for which a claimant claims the early
stage seed investment credit is held by the claimant
for less than three years, the claimant shall pay the
Department of Revenue the amount of the credit that
the claimant received related to the investment.

An investment fund manager must apply to WEDC
for certification. Only fund managers who meet cer-
tain requirements and commit to consider investing

in qualified new business ventures may receive cer-
tification. For more information, visit the WEDC
website at inwisconsin.com, write to the Wisconsin
Economic Development Corporation, PO Box 1687,
Madison, WI 53701-1687, or call 1-855-469-4249.

B. Who may qualify for the credit and on what
form is it claimed?

Entity Form Used to Form on Which

Compute Credit | Credit Claimed

Corporations Schedule VC Form 4, 41, or 6

Tax-option (S) Schedule VC Reported on Form 58,

corporations Schedule 5K, passed
through to sharehold-
ers on Schedule 5K-1,
and claimed on
Form 1, INPR, or 2

Exempt corpora- | Schedule VC Form 4T

tions!

Partnerships Schedule VC Reported on Form 3,
Schedule 3K, passed
through to partners on
Schedule 3K-1, and
claimed on Form 1,
INPR, 2, 3, 4, 41, 4T,
55, 0r6

Sole proprietor- Schedule VC Form 1, INPR, or 2

ships®

! The credit is allowed only if the exempt organization’s
qualified investment is part of an unrelated trade or busi-
ness activity.

2 Estates and trusts share the credit among themselves
and their beneficiaries in proportion to the income allo-
cable to each.

C.

Is the credit transferable?

Yes. For taxable years beginning on or after January
1, 2009, a person who is eligible to claim the early
stage seed investment credit may sell or otherwise
transfer the credit to another person who is subject to
tax if the person receives prior authorization from the
investment fund manager and the manager then no-
tifies WEDC and the Department of Revenue of the
transfer and submits with the notification a copy of
the transfer documents. No person may sell or other-
wise transfer a credit more than once in a 12-month
period. WEDC may charge any person selling or oth-
erwise transferring a credit a fee equal up to five
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percent of the credit amount sold or transferred. The
entity selling the tax credits will be required to rec-
ognize a capital gain on the sale of the credits equal
to the difference between the basis of the tax credits,
which would be zero unless the seller previously pur-
chased the tax credits for consideration, and the
amount of consideration received for the credits. The
character of the capital gain as either short-term or
long-term is determined based on the amount of time
between the date the seller made the qualifying in-
vestment and the date the credits are sold. If the time
period is more than one year, it is a long-term capital
gain; if the time period is one year or less, it is a
short-term capital gain.

The entity purchasing the tax credits will recognize
capital gain income when the credits are used to off-
set a Wisconsin income tax liability. The capital gain
recognized is equal to the difference between the
purchaser's basis in the tax credits, which is the value
of consideration paid for the tax credits and any
transaction costs incurred to acquire the tax credits,
and the amount of Wisconsin income tax liability sat-
isfied by use of the tax credits. The character of the
capital gain as either short-term or long-term is de-
termined based on the amount of time between the
date the purchaser acquired the tax credits and the
date the credits are used to offset the purchasers Wis-
consin income tax liability. If the time period is more
than one year, it is a long-term capital gain; if the
time period is one year or less, it is a short-term cap-
ital gain.

The purchaser will not be allowed to apply credits to
years prior to which the credits were purchased. For
example, if tax year 2012 credits are purchased in
2014, the credits can only be used for taxable years
beginning in 2014 and beyond.

The carryforward period for credits purchased will
continue to be the remaining carryforward period of
the original holder of the credits. For example, if a
claimant purchases early stage seed investment cred-
its with a remaining carryforward of 8 years at the
time of purchase, the purchaser will also have an 8
year credit carryforward.

D. When must the credit be claimed?

Claim the credit within four years of the unextended
due date of the taxpayer’s franchise or income tax
return.

Is the credit refundable or nonrefundable?

The credit is nonrefundable. If the credit is not en-
tirely offset against Wisconsin franchise or income
taxes due for the current taxable year, the balance
may be carried forward for 15 years. The credit may
not be offset against the economic development sur-
charge.

Is the credit includable in taxable income?

The credit you compute is not considered income and
is not required to be reported on your Wisconsin
franchise or income tax return in the year computed.
Instead, the credit computed reduces the basis in
your investment.

. Where can | obtain more information?

See the instructions for Schedule VC.

ECONOMIC DEVELOPMENT TAX
CREDIT

A. What is the purpose of the credit?

The economic development tax credit may be
claimed by persons certified by the Wisconsin Eco-
nomic Development Corporation (WEDC) and
authorized by that department to claim the tax cred-
its. A person may be certified by WEDC if it
determines that the person is conducting or intends
to conduct at least one eligible activity.

The person must enter into a contract with WEDC

that includes provisions that detail all of the follow-

ing:

e A description of each eligible activity being con-
ducted or proposed to be conducted.

e Whether any of the eligible activities will occur
in an economically distressed area.

e  Whether any of the eligible activities will benefit
members of a targeted group.
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e A compliance schedule that includes a sequence
of anticipated actions to be taken or goals to be
achieved before the person may receive tax ben-
efits.

e The reporting requirements with which the per-
son must comply.

e [ffeasible, a determination of the tax benefits the
person will be authorized to claim if the person
fulfills the terms of the contract.

“Eligible activities” are any of the following:
e Job creation project.

e (Capital investment project.

e Employee training project.

e Project related to persons with corporate head-
quarters in Wisconsin.

WEDC may authorize a person who is certified to
claim tax benefits only after the person has submitted
a report to WEDC that documents to the satisfaction
of WEDC that the person has complied with the
terms of the contract and the requirements of any ap-
plicable rules.

The economic development tax credit is equal to the
amount authorized by WEDC. A copy of the certifi-
cation and notice to receive tax benefits from WEDC
must be attached to the claimant’s Wisconsin tax re-
turn.

B. Who may qualify for the credit?

Entity Form Used to Form on Which
Compute Cred- | Credits Claimed
its
Corporations Schedule ED Form 4, 41, or 6
Tax-option (S) Schedule ED Reported on
corporations Form 58,
Schedule 5K,
passed through to
shareholders on
Schedule 5K-1,
and claimed on
Form 1, INPR, or
2

Exempt corpo- Schedule ED Form 4T

rations'

Entity

Form on Which
Credits Claimed

Form Used to
Compute Cred-
its

Partnerships

Schedule ED Reported on
Form 3,

Schedule 3K,
passed through to
partners on
Schedule 3K-1,
and claimed on
Form 1, INPR, 2,
3,4,41, 4T, 58S, or
6

Sole proprietor-
ships? 2

Schedule ED Form 1, INPR, or

! The credit is allowed only to the extent the claimants
business relates to an unrelated trade or business activity.

2 Estates and trusts share the credit among themselves
and their beneficiaries in proportion to the income allo-
cable to each.

C.

Is the credit transferrable?

Yes. For taxable years beginning on or after Janu-
ary 1, 2014, a person who is eligible to claim the
Economic Development Tax Credit may transfer the
credit to another person if the person receives prior
authorization from WEDC.

Approval of Credit Transfer

An applicant for certification for the economic de-
velopment tax credit may submit with its application
to WEDC an application to transfer the credit to an-
other person. WEDC may approve the transfer of a
credit if it certifies the applicant for the credit and
finds that the applicant meets at least one of the fol-
lowing conditions:

1. Is headquartered and employs at least 51
percent of its employees in Wisconsin.

2. Intends to relocate its headquarters to Wis-
consin and employ at least 51 percent of its
employees in Wisconsin.

3. Intends to expand its operations in Wiscon-
sin, and that expansion will result in an
increase in the number of full-time employ-
ees employed by the applicant in Wisconsin
in an amount equal to at least 10 percent of
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the applicant’s full-time workforce in Wis-
consin at the time of application.

4. Intends to expand its operations in Wiscon-
sin, and that expansion will result in the
applicant making a significant capital invest-
ment in property located in Wisconsin, as
determined by WEDC.

After WEDC authorizes the person to claim a credit
and provides a notice of eligibility, the person may
transfer the credit in accordance with the terms of its
application. A credit may be transferred only in ex-
change for some consideration, other than money, in
connection with the eligible activity for which the
credit is initially awarded.

Carryforward of Transferred Credits

The person to whom a credit is transferred may carry
forward, beginning on the date of the notice of eligi-
bility to the transferor, any unused credit for 15 years
(the carry forward period starts over upon transfer).

Tax Issues

The entity transferring the tax credit will be required
to recognize a capital gain on the sale of the credit
equal to the difference between the basis of the tax
credit, which would be zero unless the seller previ-
ously purchased the tax credit for consideration, and
the fair market value of consideration received for
the credit. The character of the capital gain as either
short-term or long-term is determined based on the
amount of time between the date the seller made the
qualifying investment and the date the credit is trans-
ferred. If the time period is more than one year, it is
a long-term capital gain; if the time period is one year
or less, it is a short-term capital gain.

The entity purchasing the tax credit will recognize
capital gain income when the credit is used to offset
a Wisconsin income tax liability. The capital gain
recognized is equal to the difference between the
purchaser’s basis in the tax credit, which is the fair
market value of consideration paid for the tax credit
and any transaction costs incurred to acquire the tax
credit, and the amount of Wisconsin income tax lia-
bility satisfied by use of the tax credit. The character
of the capital gain as either short-term or long-term
is determined based on the amount of time between

the date the purchaser acquired the tax credit and the
date the credit is used to offset the purchasers Wis-
consin income tax liability. If the time period is more
than one year, it is a long-term capital gain; if the
time period is one year or less, it is a short-term cap-
ital gain.

. When must the credit be claimed?

Claim the credit within four years of the unextended
due date of the taxpayer's franchise or income tax re-
turn.

Is the credit refundable or nonrefundable?

The credit is nonrefundable. If the credit is not en-
tirely offset against Wisconsin franchise or income
taxes due for the current taxable year, the balance
may be carried forward for 15 years. The credit may
not be used to offset the economic development sur-
charge.

Is the credit includable in taxable income?

The credit you compute is income and must be re-
ported on your Wisconsin franchise or income tax
return in the year computed. This is true even if you
cannot use the full amount of a credit computed this
year to offset tax liability for this year and must carry
over part or all of it to future years.

. Where can | obtain more information?

See the instructions for Schedule ED.

VIlI. ENTERPRISE ZONE JOBS

CREDITS

A. What is the purpose of the credits?

The enterprise zone jobs credit provides an incentive
for increasing employment or improving job skills of
employees in an enterprise zone. The enterprise zone
jobs credit consists of a regular credit and a supple-
mental credit.

The regular credit is based on the increase in the
number of full-time Wisconsin employees during the
base year and the current year. The “base year” is the
taxable year beginning during the calendar year prior
to the year in which the enterprise zone where the
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claimant is located takes effect. The supplemental
credit is equal to the amount paid in the taxable year,
relating to employees who work in an enterprise
zone, to upgrade or improve job-related skills, to
train employees on the use of job-related new tech-
nologies, or to provide job-related training to
employees if it is the employee’s first full-time job.

Additional supplemental credits are available for an
amount up to seven percent of the payroll paid to
full-time employees employed in an enterprise zone,
up to ten percent of significant capital expenditures
made, and up to one percent of the amount paid to
purchase tangible personal property, items, property,
or goods from Wisconsin vendors.

The Wisconsin Economic Development Corporation
(WEDC) must certify the business as eligible for the
credit and verify expenses. For more information,
visit the WEDC website at inwisconsin.com or write
to the Wisconsin Economic Development Corpora-
tion, PO Box 1687, Madison, W1 53701-1687, or call
1-855-469-4249.

. Who may qualify for the credits and on what
form are they claimed?

Entity

Form on Which
Credits Claimed

Form Used to
Compute Cred-
its

Schedule EC

Corporations

Form 4, 41, or 6

Tax-option (S)
corporations

Schedule EC

Reported on
Form 58,
Schedule 5K,
passed through to
shareholders on
Schedule 5K-1,
and claimed on
Form 1, INPR, or
2

Exempt corpo-
rations'

Schedule EC

Form 4T

Partnerships

Schedule EC

Reported on

Form 3,

Schedule 3K,
passed through to
partners on Sched-
ule 3K-1, and
claimed on

Form 1, INPR, or
2

Entity Form Used to Form on Which
Compute Cred- | Credits Claimed
its

Sole proprietor- | Schedule EC Form 1, INPR, or

ships? 2

! This credit is allowed only if the exempt corporation
conducts an unrelated trade or business in a Wisconsin
enterprise zone.

2 Estates and trusts share the credit among themselves
and their beneficiaries in proportion to the income allo-
cable to each.

C.

VIII.

A

Is the credit transferable?

No.

When must the credits be claimed?

Claim the credits within four years of the unextended
due date of the taxpayer’s franchise or income tax
return.

Are the credits refundable or nonrefundable?
The credits are refundable. If the credits are not en-
tirely offset against qualifying Wisconsin franchise
or income taxes due for the current taxable year, the
balance will be refunded. The credits may be offset
against the economic development surcharge.

Is the credit includable in taxable income?

The credit you compute is income and must be re-
ported on your Wisconsin franchise or income tax
return in the year computed.

Where can | obtain more information?

See the instructions for Schedule EC.

FARMLAND PRESERVATION
CREDIT

Farmland Preservation Credit—Pre 2010
1. What changed with the existing credit?
For taxable years beginning after December 31,

2009, no new claims may be filed for the farm-
land preservation credit as it exists under the

11
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prior law, but if an otherwise eligible claimant is
subject to a farmland preservation agreement
that is in effect on July 1, 2010, for the period
prior to January 1, 2010, the claimant may con-
tinue to file a claim for the existing credit until
the farmland preservation agreement expires. No
claimant that files a claim for the existing farm-
land preservation credit may file a claim for the
new farmland preservation credit (explained in
the next section) based on the same farmland
acreage used to compute the existing credit.

What is the purpose of the credit?

The farmland preservation credit provides an in-
centive for owners of Wisconsin farmland to
preserve their farmland. An owner of at least
35 acres of farmland may qualify for the credit
either by signing a farmland preservation agree-
ment not to develop the land for a specific time
or by having the land zoned for exclusive agri-
cultural use. The farmland must have generated
at least $6,000 of gross farm profits for the cur-
rent taxable year or at least $18,000 of gross
farm profits during the current taxable year and
the last two years combined.

The farmland preservation credit is based on the
first $6,000 of net property taxes levied on farm-
land and improvements. The maximum amount
of credit available is $4,200. The minimum
credit is 10% of the net property taxes, up to
$600.

Who may qualify for the credit and on what
form is it claimed?

Entity

Form Used to
Compute Credit

Form on Which
Credit Claimed

revocable trusts
who are Wiscon-
sin residents,
estates of individ-
uals who are
Wisconsin resi-
dents on the date
of death, and
guardians on be-

half of wards
Wisconsin resi- Schedule FC Form 1, INPR, 2,
dent partners, 4,41,4T, or 6

LLC members,
and tax-option (S)
corporation share-

holders

Entity

Form Used to
Compute Credit

Form on Which
Credit Claimed

Corporations or-
ganized under
Wisconsin law

Schedule FC

Form 4, 41, or 6

tions organized
under Wisconsin
law

Exempt organiza-

Schedule FC

Form 4T

Wisconsin resi-
dent individuals,
trusts created by
Wisconsin resi-

dents, grantors of

Schedule FC

Form 1, INPR, or 2

12

4.

Is the credit transferable?
No.
When must the credit be claimed?

Claim the credit within four years of the unex-
tended due date of the taxpayer’s Wisconsin
franchise or income tax return.

Is the credit refundable or nonrefundable?

The credit is refundable. If the credit is not entirely
offset against qualifying Wisconsin franchise or
income taxes due for the current taxable year, the
balance will be refunded. The credit may be offset
against the economic development surcharge.

Is the credit includable in taxable income?

The total amount of farmland preservation credit
from Schedule FC that you received during 2015
must be reported as income. Fill in as an addition
any portion of your farmland preservation credit
which was not included as income on your federal
tax return.

Where can | obtain more information?
See the instructions for Schedule FC and Publica-

tion 503, Wisconsin Farmland Preservation
Credit.
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B. Farmland Preservation

Credit—2010 and

beyond

1.

3.

When does the new credit begin?

The new farmland preservation credit is effec-
tive for taxable years beginning on or after
January 1, 2010.

What is the purpose of the credit?

The farmland preservation credit provides an in-
centive for owners of Wisconsin farmland to
preserve their farmland. The claimant must have
an ownership interest in a farm that is covered by
a farmland preservation agreement entered into
on or after July 1, 2009, or located in a farmland
preservation zoning district. The claimant must
have paid or be legally responsible for paying the
current years property taxes levied against the
qualifying acres to which the claim relates.
There is no minimum acreage requirement and
no limit on the amount of credit that may be
claimed; however, the claimant must be in com-
pliance with soil and water conservation plans
and standards as of the end of the taxable year to
which the claim relates.

The farmland preservation credit is based on the
number of qualifying acres of farmland multi-
plied by either $5, $7.50, or $10 per acre based
on whether or not the acreage is covered by a
farmland preservation agreement and/or is lo-
cated in a farmland preservation zoning district.

How much is the credit?

Acreage

Amount of Credit
per Acre

Located in farmland preservation
zoning district and subject to $10
farmland preservation agreement

Located in farmland preservation
zoning district only

$7.50

Subject to farmland preservation
agreement only

$5

4. Who may qualify for the credit and on what

form is it claimed?

Entity

Form on Which
Credit Claimed

Form Used to
Compute
Credit

Corporations or-
ganized
Wisconsin law

Schedule FC-A | Form 4, 41, or 6

under

Exempt organi-
zations organized
under Wisconsin

law

Schedule FC-A | Form 4T

Wisconsin resi-
dent individuals, 2
trusts created by
Wisconsin resi-
dents, grantors of
revocable trusts
who are Wiscon-
sin residents,
estates of indi-
viduals who are
Wisconsin resi-
dents on the date
of death, and
guardians on be-

Schedule FC-A | Form 1, INPR, or

half of wards

Wisconsin resi- Schedule FC-A | Form 1, INPR, 2,
dent partners, 4,41,4T, or 6
LLC members,

and tax-option
(S) corporation
shareholders

5.

Is the credit transferable?
No.
When must the credit be claimed?

Claim the credit within four years of the unex-
tended due date of the taxpayer’s Wisconsin
franchise or income tax return.

Is the credit refundable or nonrefundable?

The credit is refundable. If the credit is not en-
tirely offset against qualifying Wisconsin
franchise or income taxes due for the current tax-
able year, the balance will be refunded. The
credit may be offset against the economic devel-
opment surcharge.

13
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8. Is the credit includable in taxable income?

The credit you compute is income and must be
reported on your Wisconsin franchise or income
tax return in the year computed.

9. Where can | obtain more information?

See the instructions for Schedule FC-A and Pub-
lication 503—Wisconsin Farmland Preservation
Credit.

JOBS TAX CREDIT
What is the purpose of the credit?

For taxable years beginning on or after January 1,
2010, the jobs tax credit is equal to any of the follow-
ing: Ten percent of wages paid to an eligible
employee in the taxable year as certified by the Wis-
consin Economic Development Corporation
(WEDC) and the amount of costs incurred by the
claimant during the taxable year, as determined by
WEDC, to undertake training activities.

“Eligible employee” means a person employed in a
full-time job by a person certified by WEDC.

“Full-time job” means 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 paid leave and holidays,
and for which the individual receives pay that is
equal to at least 150 percent of the federal minimum
wage and benefits that are not required by federal or
state law.

WEDC may grant exceptions to the requirement that
a full-time job means a position in which an individ-
ual, as a condition of employment, is required to
work at least 2,080 hours per year if all of the follow-
ing apply: the annual pay for the position is more
than the amount determined by multiplying 2,080 by
150 percent of the federal minimum wage, and an in-
dividual in the position is offered retirement, health,
and other benefits that are equivalent to the retire-
ment, health, and other benefits offered to an
individual who is required to work at least
2,080 hours per year.

B. Who may qualify for the credit and on what form
is it claimed?
Entity Form Used to Form on Which
Compute Credit Claimed
Credit

Corporations Schedule JT Form 4, 41, or 6

Tax-option (S) Schedule JT Reported on

corporations Form 58,
Schedule 5K,
passed through to
shareholders on
Schedule 5K-1, and
claimed on Form 1,
INPR, or 2

Exempt corpo- Schedule JT Form 4T

rations'

Partnerships Schedule JT Reported on
Form 3, Sched-
ule 3K, passed
through to partners
on Schedule 3K-1,
and claimed on
Form 1, INPR, 2, 3,
4,41, 4T, 5S, or 6

Sole proprietor- | Schedule JT Form 1, INPR, or 2

ships?

! The credit is allowed only if the exempt organization
pays wages to eligible employees or incurs costs to un-
dertake training activities as part of an unrelated trade
or business activity.

2 Estates and trusts share the credit among themselves
and their beneficiaries in proportion to the income allo-
cable to each.

C.

Is the credit transferable?
No.
When must the credit be claimed?

Claim the credit within four years of the unextended
due date of the taxpayer’s franchise or income tax
return.

Is the credit refundable or nonrefundable?

For taxable years beginning in 2010 and 2011, the
jobs tax credit was nonrefundable. Any unused cred-
its for these two years may be carried forward to
taxable years beginning in 2012. The credit may not
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be used to offset the economic development sur-
charge.

For taxable years beginning in 2012 and after, the
jobs tax credit is refundable. The credit may be offset
against the economic development surcharge.

F. Isthe credit includable in taxable income?

The credit you compute is income and must be re-
ported on your Wisconsin franchise or income tax
return in the year computed.

G. Where can | obtain more information?

See the instructions for Schedule JT.

X. MANUFACTURER’S SALES TAX
CREDIT - CARRYFORWARD OF
UNUSED CREDIT

The manufacturer’s sales tax credit may not be computed
for taxable years that begin after December 31, 2005. In-
stead, effective January 1, 2006, a sales and use tax
exemption applies to fuel and electricity consumed in
manufacturing tangible personal property in Wisconsin.
For more information on the sales and use tax exemption,
see Wisconsin Tax Bulletin issue No. 137 (January
2004), p. 6, issue No. 142 (April 2005), p. 13, and issue
No. 145 (November 2005), p. 15. These publications are
available on the Department of Revenue website, at rev-

enue.wi.gov.

The treatment of manufacturer’s sales tax credit com-
puted but unused for taxable years that began before
January 1, 2006, depends on the amount of unused credit.

Taxpayers with $25,000 or less of unused manufac-
turer’s sales tax credit as of January 1, 2006, may use
up to 50% of the credit in each of the taxable years be-
ginning in 2006 and 2007. The credit is nonrefundable.
If the credit was not entirely offset against Wisconsin
franchise or income taxes due for the taxable year, the
balance may be carried forward for the remainder of the
20-year carryforward period. The credit may not be off-
set against the economic development surcharge.

Taxpayers with more than $25,000 of unused manu-
facturer’s sales tax credit as of January 1, 2006, may

deduct in each of the taxable years beginning after De-
cember 31, 2005 and before January 1, 2008, 50% of the
amount of unused credit that the taxpayer added back to
income at the time the taxpayer first claimed the credit.
For taxable years that begin after December 31, 2007,
taxpayers having more than $25,000 of unused credits as
of January 1, 2006 may be eligible for a manufacturing
investment credit.

Use Schedule MS to compute the credit carryforward al-
lowable. For further information, see the Schedule MS
instructions.

XI. MANUFACTURING AND
AGRICULTURE CREDIT

A. What is purpose of the credit?

The manufacturing and agriculture credit is available
to businesses that generate qualified production ac-
tivities income from property located in Wisconsin
that is assessed as either manufacturing or agricul-
tural. The credit provides an incentive for
manufacturing and agricultural businesses currently
operating in Wisconsin and provides an incentive for
others to move to Wisconsin, expand their business
operations in Wisconsin, or create a start-up business
that is manufacturing or agricultural related. The
credit is available for taxable years that begin on or
after January 1, 2013.

Qualified production property is tangible personal
property manufactured in whole or in part by the
claimant on property that is assessed as manufactur-
ing property under s. 70.995, Wis. Stats., or tangible
personal property produced, grown, or extracted in
whole or in part by the claimant on or from property
assessed as  agricultural  property  under

s. 70.32(2)(a)4., Wis. Stats.

The credit is a percentage of eligible qualified pro-
duction activities income. The credit is calculated by
multiplying eligible qualified production activities
income by one of the following percentages:

e For taxable years beginning after December 31,
2012, and before January 1, 2014, 1.875 percent

e For taxable years beginning after December 31,
2013, and before January 1, 2015, 3.75 percent
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For taxable years beginning after December 31,
2014, and before January 1, 2016, 5.025 percent

For taxable years beginning after December 31,
2015, 7.5 percent

For individuals, the credit is limited to the amount of
income tax paid on the income from which the credit
is based.

For shareholders of a tax—option corporation, the
credit may be offset only against the tax imposed
on the shareholder’s prorated share of the
tax—option corporation’s income.

For partners of a partnership, the credit may be
offset only against the tax imposed on the part-
ner’s distributive share of partnership income.

For members of a limited liability company, the
credit may be offset only against the tax imposed
on the member’s distributive share of the limited
liability company’s income.

For a corporation, eligible qualified production ac-
tivities income is the lesser of:

eligible qualified production activities income,
income apportioned to Wisconsin, or

income taxable to Wisconsin as determined by
combined reporting law, if the corporation is a
member of a Wisconsin combined group

Income from the following activities may not be used
to claim the credit:

Film production,

Producing, transmitting or distributing electric-
ity, natural gas, or potable water,

Constructing real property (except that income
from producing materials which become real
property can qualify for the credit),

The sale of food and beverage that you prepared
at a retail establishment,

The lease, rental, license, sale, exchange, or
other disposition of land, and

Engineering or architectural services.

B. Who may qualify for the credit and on what form

is it claimed?

Entity

Form Used to
Compute Cred-
its

Form on Which
Credits Claimed

Corporations Schedule MA-M | Form 4, 41, or 6
or MA-A
Tax-option (S) Schedule MA-M | Reported on
corporations or MA-A Form 58§,
Schedule 5K,
passed through to

shareholders on
Schedule 5K-1,
and claimed on
Form 1, INPR, or
2

Exempt corpo- Schedule MA-M | Form 4T
rations' or MA-A
Partnerships Schedule MA-M | Reported on
or MA-A Form 3,
Schedule 3K,
passed through to
partners on

Schedule 3K-1,
and claimed on
Form 1, INPR, 2,
3,4,41, 4T, 5S, or
6

Sole proprietor-
ships?

Schedule MA-M
or MA-A

Form 1, INPR, or
2

! The credit is allowed only to the extent the claimants
business relates to an unrelated trade or business activ-

ity.

2 Estates and trusts share the credit among themselves
and their beneficiaries in proportion to the income allo-

cable to each.

C. Isthe credit transferable?

No.

D. When must the credit be claimed?

Claim the credit within four years of the unextended
due date of the taxpayer's franchise or income tax re-

turn.
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E. Isthe credit refundable or nonrefundable? B. Who may qualify for the credit and on what form
is it claimed?

The credit is nonrefundable. If the credit is not en-

tirely offset against qualifying Wisconsin franchise

or income taxes due for the current taxable year, the Entity FormUsedto | Form on Which
balance may be carried forward for 15 years. The Compute Credit Claimed
credit may not be offset against the economic devel- Credit
opment surcharge. Corporations Schedule MI Form 4, 41, or 6
Tax-option (S) Schedule MI Reported on
F. Isthe credit includable in taxable income? corporations Form 58,
Schedule 5K,
The amount of credit computed is income and must passed through to
be reported as income on the claimant's Wisconsin shareholders on
franchise or income tax return for the taxable year Schedule 5K-1, and
immediately after the taxable year in which the credit claimed on Form 1,
is computed. INPR, or 2
Exempt corpo- Schedule MI Form 4T
G. Where can | obtain more information? rations'
Partnerships Schedule MI Reported on
e See the common questions for the manufactur- Form 3, Sched-
ing and agriculture credit. ule 3K, passed
revenue.wi.gov/fags/ise/manufagr.html through to partners
on Schedule 3K-1,
e See the instructions for Schedules MA-A or and claimed on
MA-M. Form 1, INPR, or 2
Sole proprietor- | Schedule MI Form 1, INPR, or 2
XI1. MANUFACTURING ships®
INVESTMENT CREDIT ! This credit is allowed to the extent the exempt corpo-
ration’s unrelated trade or business was certified and
A. What is the purpose of the credit? had manufacturer’s sales tax credit carryover to 2006 of

more than $25,000.

2 Estates and trusts share the credit among themselves
and their beneficiaries in proportion to the income allo-
cable to each.

Taxpayers with over $25,000 in unused manufac-
turer’s sales tax credit as of January 1, 2006, and who
meet certain criteria are eligible for the manufactur-
ing investment credit. The Wisconsin Department of
Commerce certified companies eligible for the man-

. ; i ?
ufacturing investment credit. C. Isthe credit transferable?

Companies eligible for the manufacturing invest- No.

ment credit must have filed an application with
the Department of Commerce no later than Sep-
tember 30, 2008.

D. When must the credit be claimed?

Claim the credit within four years of the unextended
due date of the taxpayer’s franchise or income tax
return. The credit can first be claimed for taxable
years beginning after December 31, 2007.

E. Is the credit refundable or nonrefundable?
The credit is nonrefundable. The credit is equal to the

amount of unused manufacturer’s sales tax credit
amortized over a 15-year period, starting with the

17
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taxable year beginning after December 31, 2007. Ifa
taxpayer is unable to use the 1/15 share of the credit
in a tax year, the unused share or portion may be car-
ried forward for up to 15 years. The amortized
amount may be offset against the claimant’s fran-
chise or income tax, including the alternative
minimum tax, due. The credit may not be offset
against the economic development surcharge.

Is the credit includable in taxable income?

The credit you compute is income and must be re-
ported on your Wisconsin franchise or income tax
return in the year computed. This is true even if you
cannot use the full amount of a credit computed this
year to offset tax liability for this year and must carry
over part or all of it to future years.

Where can | obtain more information?

See the instructions for Schedule MI.

RESEARCH CREDITS

Research credits are available for increasing research
activities in Wisconsin. Corporations have been eli-
gible to compute and claim the Wisconsin research
credit since its inception in 1984. For taxable years
beginning on or after January 1, 2013, the research
expense credits may be claimed by individuals, part-
nerships, tax-option (S) corporations, and limited
liability companies in addition to corporations.

“Qualified research expenses” are defined in
section 41(b) of the Internal Revenue Code as
amended to December 31, 2013, with certain ex-
ceptions that are explained in the Form 4 and
Form 6 instructions. They are the sum of in-
house research expenses and 65% of contract re-
search expenses (75% for payments made to
qualified research consortia).

“Qualified research,” defined in IRC sec-
tion 41(d), means research, the costs of which
may be treated as expenses under IRC sec-
tion 174. The research must be undertaken for
the purpose of discovering information that is
technological in nature, and its application must
be intended for use in developing a new or im-
proved business component of the taxpayer.

For purposes of computing the Wisconsin re-
search credits, “Internal Revenue Code” means
the federal Internal Revenue Code (IRC) as
amended to December 31, 2013, with certain ex-
ceptions that are explained in the Form4 or
Form 6 instructions. For purposes of IRC sec-
tion 41, Wisconsin follows subsection (b) for the
definition of qualified research expenses, sub-
section (c) for determining the base amount, and
subsection (d) for the definition of qualified re-
search.

Wisconsin does not follow the following provisions
of IRC § 41 for purposes of computing the Wiscon-
sin research expense credit:

e Section 41(f)(1), which provides special rules
for the aggregation of expenditures for a con-
trolled group of taxpayers filing a federal
consolidated return

e Section 41(f)(2), which provides for special al-
locations in the case of estates, trusts, and
partnerships

e Section 41(f)(5), relating to the definition of a
controlled group of corporations

e Section 41(f)(6), regarding an energy research
consortium

e Section 41(h), relating to the termination of the
federal credit

e The changes to IRC § 41 under § 1351 of P.L.
109-58, as it pertains to certain collaborative en-
ergy research consortia.

. Research Credit For Increasing Research

1. What is the purpose of the credit?

The research expense credit provides an incen-
tive for increasing qualified research activities in
Wisconsin. The credit is equal to 5.75 percent of
the amount by which the claimant's qualified re-
search expenses for the taxable year exceed 50
percent of the average qualified research ex-
penses for the 3 taxable years immediately
preceding the taxable year for which the claim-
ant claims the credit. If the claimant had no
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qualified research expenses in any of the 3 taxa-
ble years immediately preceding the taxable year
for which the claimant claims the credit, the
claimant may claim an amount equal to 2.875
percent of the qualified research expenses for the
taxable year for which the credit is claimed.

B. Research Credit For Activities Related to
Internal Combustion Engines

1.

What is the purpose of the credit?

The research credit for activities related to inter-
nal combustion engines provides an incentive for
increasing qualified research activities in Wis-
consin. The credit is equal to 11.5 percent of the
amount by which the claimant's qualified re-
search expenses for the taxable year exceed 50
percent of the average qualified research ex-
penses for the 3 taxable years immediately
preceding the taxable year for which the claim-
ant claims the credit. If the claimant had no
qualified research expenses in any of the 3 taxa-
ble years immediately preceding the taxable year
for which the claimant claims the credit, the
claimant may claim an amount equal to 5.75 per-
cent of the qualified research expenses for the
taxable year for which the credit is claimed.

C. Research Credit For Activities Related to
Certain Energy Efficient Products

1.

What is the purpose of the credit?

The research credit for activities related to cer-
tain energy efficient products provides an
incentive for increasing qualified research activ-
ities in Wisconsin. The credit is equal to 11.5
percent of the amount by which the claimant's
qualified research expenses for the taxable year
exceed 50 percent of the average qualified re-
search expenses for the 3 taxable years
immediately preceding the taxable year for
which the claimant claims the credit. If the
claimant had no qualified research expenses in
any of the 3 taxable years immediately preceding
the taxable year for which the claimant claims
the credit, the claimant may claim an amount
equal to 5.75 percent of the qualified research
expenses for the taxable year for which the credit
is claimed.

2. Who may qualify for the credits and on what
form are they claimed?

Entity

Form Used to
Compute Credits

Form on Which
Credits Claimed

Corporations

Schedule R

Form 4, 41, or 6

Tax-option (S)
corporations

Schedule R

Reported on Form 58S,
Schedule 5K, passed
through to sharehold-
ers on Schedule 5K-1,
and claimed on

Form 1, INPR, or 2

Exempt corpora-
tions!

Schedule R

Form 4T

Partnerships

Schedule R

Reported on Form 3,
Schedule 3K, passed
through to partners on
Schedule 3K-1, and
claimed on Form 1,
INPR, 2, 3, 4, 41, 4T,
5S, or 6

Sole proprietor-

ships?

Schedule R

Form 1, INPR, or 2

! The credit is allowed only to the extent the claimants
business relates to an unrelated trade or business activity.

2 Estates and trusts share the credit among themselves
and their beneficiaries in proportion to the income allo-

cable to each.

3. Is the credit transferable?

No.

4. When must the credit be claimed?

Claim the credit within four years of the unextended
due date of the corporation’s franchise or income tax

return.

5. Is the credit refundable or nonrefundable?

The credit is nonrefundable. If the credit is not en-
tirely offset against Wisconsin franchise or income
taxes due for the current taxable year, the balance
may be carried forward for 15 years. The credit may
not be offset against the economic development sur-

charge.
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6. Isthe credit includable in taxable income?

The credit you compute on Schedule R is income
and must be reported on your Wisconsin fran-
chise or income tax return in the year computed.
This is true even if you cannot use the full
amount of a credit computed this year to offset
tax liability for this year and must carry part or
all of it forward to future years.

7. Where can | obtain more information?

e See the instructions for Schedule R.

e Publication 131, Tax Incentives for Con-
ducting Qualified Research in Wisconsin.

XIV. SUPPLEMENT TO FEDERAL

A
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HISTORIC REHABILITATION
TAX CREDIT

What is the purpose of the credit?

The supplement to the federal historic rehabilitation
tax credit provides an incentive to businesses to re-
habilitate certified historic structures located in
Wisconsin and used for the production of income.
The building must be listed in the National Register
of Historic Places or determined to be historic and
will be listed in the National Register.

To qualify for the credit, the qualified rehabilitation
expenditures must be more than the greater of $5,000
or the adjusted basis in the building on the first day
of a 24-month, or for phased rehabilitation projects a
60-month, rehabilitation period. The credit equals
20% of the qualified rehabilitation expenditures in-
curred during the rehabilitation period.

“Qualified rehabilitation expenditures” are amounts
incurred that must be capitalized and added to the ba-
sis of the building rather than deducted. Qualified
expenditures don’t include any amount being depre-
ciated under an accelerated method, the cost of
acquiring the building itself or any interest in the
building, or any expense incurred for the enlarge-
ment of an existing building.

The Wisconsin Historical Society administers the
historic preservation program. A business must for-
mally apply to the National Park Service, through the

Wisconsin Historical Society, for approval of the
project before beginning the physical work of con-
struction or destruction in preparation of
construction. In addition, the business generally
must receive final certification of the completed
work from the National Park Service before claiming
the credit.

For more information, visit the Historical Society’s
website at wisconsinhistory.org/hp/buildings, write
to the Division of Historic Preservation, Wisconsin
Historical Society, 816 State Street, Madison, WI
53706-1482, or call (608) 264-6490.

B. Who may qualify for the credit and on what
form is it claimed?

Entity Form Used to Form on Which
Compute Credit | Credit Claimed
Corporations Schedule HR Form 4, 41, or 6
Tax-option (S) | Schedule HR Reported on Form 58S,
corporations Schedule 5K, passed

through to shareholders
on Schedule 5K-1, and
claimed on Form 1,

INPR, or 2

Exempt corpora- | Schedule HR Form 4T

tions!

Partnerships Schedule HR Reported on Form 3,
Schedule 3K, passed
through to partners on
Schedule 3K-1, and
claimed on Form 1,
INPR, 2, 3, 4, 41, 4T,
55, 0r6

Sole proprietor- | Schedule HR Form 1, INPR, or 2

ships?

! The credit is allowed only if the exempt organization
rehabilitates a certified historic structure used in an unre-
lated trade or business.

2 Estates and trusts share the supplement to the federal
historic rehabilitation tax credit among themselves and
their beneficiaries in proportion to the income allocable
to each.

C. Isthe credit transferable?

Yes. For taxable years beginning on or after Janu-
ary 1, 2014, any person, including a nonprofit entity


https://www.revenue.wi.gov/html/taxpubs.html
http://www.wisconsinhistory.org/hp/buildings

Business Tax Incentives

described in section 501(c)(3) of the Internal Reve-
nue Code, may sell or otherwise transfer the credit,
in whole or in part, to another person who is subject
to the taxes imposed under sec. 71.02, 71.08, 71.23,
or 71.43, Wis. Stats., if the person notifies the De-
partment of Revenue (DOR) of the transfer, and
submits with the notification a copy of the transfer
documents, and DOR certifies ownership of the
credit with each transfer.

Carryforward of Transferred Credits

If DOR adjusts or disallows, in whole or in part, a
credit that has been transferred, only the person who
originally transferred the credit to another person is
liable to repay the adjusted or disallowed amount.

The carryforward period for credits purchased will
continue to be the remaining carryforward period of
the original holder of the credits. For example, if a
claimant purchases a supplement to the federal his-
toric rehabilitation tax credit with a remaining credit
carryforward of 8 years at the time of purchase, the
purchaser will also have an 8 year credit carryfor-
ward.

Tax Issues

The entity transferring the tax credit will be required
to recognize a capital gain on the sale of the credit
equal to the difference between the basis of the tax
credit, which would be zero unless the seller previ-
ously purchased the tax credit for consideration, and
the fair market value of consideration received for
the credit. The character of the capital gain as either
short-term or long-term is determined based on the
amount of time between the date the seller made the
qualifying investment and the date the credit is trans-
ferred. If the time period is more than one year, it is
a long-term capital gain; if the time period is one year
or less, it is a short-term capital gain.

The entity purchasing the tax credit will recognize
capital gain income when the credit is used to offset
a Wisconsin income tax liability. The capital gain
recognized is equal to the difference between the
purchaser’s basis in the tax credit, which is the fair
market value of consideration paid for the tax credit
and any transaction costs incurred to acquire the tax
credit, and the amount of Wisconsin income tax lia-
bility satisfied by use of the tax credit. The character

of the capital gain as either short-term or long-term
is determined based on the amount of time between
the date the purchaser acquired the tax credit and the
date the credit is used to offset the purchasers Wis-
consin income tax liability. If the time period is more
than one year, it is a long-term capital gain; if the
time period is one year or less, it is a short-term cap-
ital gain.

. When must the credit be claimed?

Claim the credit within four years of the unextended
due date of the taxpayer’s Wisconsin franchise or in-
come tax return.

Is the credit refundable or nonrefundable?

The credit is nonrefundable. If the credit is not en-
tirely offset against qualifying Wisconsin franchise
or income taxes due for the current taxable year, the
balance may be carried forward for a maximum of
15 years. The credit may not be offset against the
economic development surcharge.

Is the credit includable in taxable income?

The credit you compute is not considered income and
is not required to be reported on your Wisconsin
franchise or income tax return in the year computed.
Instead, the qualified rehabilitation expenses are
added to the basis of the building and depreciated us-
ing the straight line method of depreciation, and the
credit computed reduces the basis of the building.

. Where can | obtain more information?

See the instructions for Schedule HR.

XV. TECHNOLOGY ZONE CREDIT

A. What is the purpose of the credit?

The technology zone credit provides an incentive for
new or expanding high-technology businesses to lo-
cate in a Wisconsin technology zone. Eight areas of
the state have been designated as technology zones
by the Wisconsin Economic Development Corpora-
tion (WEDC). WEDC determines the amount of
technology zone credit available, based on the real
and personal property taxes paid, capital investments
made, and jobs created by the business.
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To participate in the technology zone program, busi-
nesses must first be certified for tax credits by
WEDC. For more information regarding eligibility
in the technology zone program, visit the WEDC
website at inwisconsin.com, write to the Wisconsin
Economic Development Corporation, PO Box 1687,
Madison, WI 53701-1687, or call 1-855-469-4249.

B. Who may qualify for the credit and on what
form is it claimed?

Entity Form Used to Form on Which
Compute Credit | Credit Claimed

Corporations Schedule TC Form 4, 41, or 6

Tax-option (S) | Schedule TC Reported on Form 58,

Schedule 5K, passed
through to sharehold-
ers on Schedule 5K-1,
and claimed on

Form 1, INPR, or 2

corporations

Exempt corpora- | Schedule TC Form 4T

tions!

Schedule TC Reported on Form 3,
Schedule 3K, passed
through to partners on
Schedule 3K-1, and
claimed on Form 1,
INPR, 2, 3, 4, 41, 4T,
5S, or 6

Partnerships

Sole proprietor- | Schedule TC Form 1, INPR, or 2

ships?

! The credit is allowed only if the exempt organization’s
activities in a technology zone are part of an unrelated
trade or business activity.

2 Estates and trusts share the credit among themselves
and their beneficiaries in proportion to the income allo-
cable to each.

C. Isthe credit transferable?

No.

D. When must the credit be claimed?

Claim the credit within four years of the unextended
due date of the taxpayer’s franchise or income tax
return.
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E. Is the credit refundable or nonrefundable?

The credit is nonrefundable. If the credit is not en-
tirely offset against Wisconsin franchise or income
taxes due for the current taxable year, the balance
may be carried forward for 15 years. The credit may
not be used to offset the economic development sur-
charge.

F. Isthe credit includable in taxable income?

The credit you compute is income and must be re-
ported on your Wisconsin franchise or income tax
return in the year computed. This is true even if you
cannot use the full amount of a credit computed this
year to offset tax liability for this year and must carry
over part or all of it to future years.

G. Where can | obtain more information?

See the instructions for Schedule TC.

XVI. ADDITIONAL INFORMATION OR
FORMS

If, after reading this publication, you have any questions
about the Wisconsin tax credits, you may:

e Email your ques-
tion to: DORFranchise@revenue.wi.gov

e Send a FAX to (608) 267-0834

e Call (608) 266-2772

e  Write to the Audit Bureau, Wisconsin Department of
Revenue, Mail Stop 3-107, PO Box 8906, Madison,
WI 53708-8906

e (Call or visit any Department of Revenue office.

If you need forms, you may:

e Download them from the Department’s Internet
website at revenue.wi.gov


http://inwisconsin.com/
https://ww2.revenue.wi.gov/Internet/dorhelp.html?subject=corp

Business Tax Credits

XVII. AVAILABILITY OF BUSINESS TAX INCENTIVES

Tax Incentive Corporations Tax-Optu_)n Partnerships Individuals, Estates,
Corporations and Trusts
Community development finance Yes. Yes. Claimed by corpora- | No. No.
credit tion.
Community rehabilitation program Yes. Yes. Calculated by cor- | Yes. Calculated by entity | Yes.
credit poration and passed and passed through to
through to shareholders. | partners or LLC mem-
bers.
Development zones credits Yes. Yes. Calculated by cor- | Yes. Calculated by entity | Yes.
poration and passed and passed through to
through to shareholders. | partners or LLC mem-
bers.
Early stage seed investment credit Yes. Yes. Calculated by cor- | Yes. Calculated by entity | Yes.
poration and passed and passed through to
through to shareholders. | partners to LLC mem-
bers.
Economic development tax credit Yes. Yes. Calculated by cor- | Yes. Calculated by entity | Yes.
poration and passed and passed through to
through to shareholders. | partners or LLC mem-
bers.
Enterprise zone jobs credit Yes. Yes. Calculated by cor- | Yes. Calculated by entity | Yes.
poration and passed and passed through to
through to shareholders. | partners or LLC mem-
bers.
Farmland preservation credit Yes. Yes. Shareholders may Yes. Partners or LLC Yes.
claim credit based on members may claim
share of corporation’s credit based on share of
taxes. entity’s taxes.
Jobs tax credit Yes. Yes. Calculated by cor- | Yes. Calculated by entity | Yes.
poration and passed and passed through to
through to shareholders. | partners or LLC mem-
bers.
Manufacturer’s sales tax credit - Car- | Yes. Yes. Calculated by cor- | Yes. Calculated by entity | Yes.
ryforward of unused Credit poration and passed and passed through to
through to shareholders. | partners or LLC mem-
bers.
Manufacturing and agriculture tax Yes. Yes. Calculated by cor- | Yes. Calculated by entity | Yes.
credit poration and passed and passed through to
through to shareholders. | partners or LLC mem-
bers.
Manufacturing investment credit Yes. Yes. Calculated by cor- | Yes. Calculated by entity | Yes.

poration and passed
through to shareholders.

and passed through to
partners or LLC mem-
bers.
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poration and passed

through to shareholders.

and passed through to
partners or LLC mem-
bers.

Tax Incentive Corporations Tax-Optlgn Partnerships Individuals, Estates,
Corporations and Trusts
Research Credits Yes. Yes. Calculated by cor- | Yes. Calculated by entity | No.
poration and passed and passed through to
through to shareholders. | partners or LLC mem-
bers.
Supplement to federal historic reha- | Yes. Yes. Calculated by cor- | Yes. Calculated by entity | Yes.
bilitation tax credit poration and passed and passed through to
through to shareholders. | partners or LLC mem-
bers.
Technology zone credit Yes. Yes. Calculated by cor- | Yes. Calculated by entity | Yes.
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