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Fiscal Estimate Narratives
DOR 4/8/2010

LRB Number 09-4122/1 Introduction Number AB-0902 |Estimate Type  Original

Description
Low-profit limited liability companies

Assumptions Used in Arriving at Fiscal Estimate

This bill authorizes the creation of low-profit LLCs or L3Cs. The L3C is a hybrid entity, combining features of
a limited liability company with requirements traditionally applicable to organizations seeking recognition of
exemption from federal income tax, such as under section 501 of the Internal Revenue Code. The L3C
would not be exempt from Wisconsin income and franchise taxes.

An L3C must be organized for a business purpose that satisfies, and is at all times operated to satisfy, all of
the following requirements: (1) Significantly further the accomplisnment of a religious, charitable, scientific,
literary, or education purpose as defined under federal tax law, and would not have been formed but for the
entity’s relationship to the accomplishment of the religious, charitable, scientific, literary, or education
purpose; (2) The production of income or the appreciation of property must not be a significant purpose of
the L3C; and (3) Accomplishment of a significant political or legislative purpose, as defined under federal tax
law, is not the purpose of the L3C. -

If an L3C at any time ceases to satisfy these requirements, it ceases to be a L3C, but continues to exist as a
LLC. The bill authorizes the Department of Financial Institutions to bring administrative dissolution
proceedings against a L3C if the company has ceased to meet any of the above requirements.

Fiscal Estimate

Itis unknown how many L3Cs would form in Wisconsin or how much taxable income they would generate.
However, while the primary motive of the L3Cs would not be to make a profit, the L3Cs would pay taxes on
any taxable net income they generate. It is therefore anticipated that the bill would result in a revenue
increase of an unknown amount. The revenue increase is not expected to be significant.

Long-Range Fiscal Implications
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