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Fiscal Estimate Narratives
DOR 4/19/2024

LRB Number 23-5618/1 Introduction Number AB-1217 Estimate Type  Original

Description
creating an employee ownership conversion costs tax credit and an exemption for capital gains from the
transfer of a business to employee ownership

Assumptions Used in Arriving at Fiscal Estimate

The bill creates tax incentives related to businesses in this state converting to an employee ownership
business structure. The Wisconsin Economic Development Corporation may certify a business to claim a
nonrefundable income tax credit for an amount equal to 70 percent of costs related to converting the business
to a worker-owned cooperative or 50 percent of the costs related to converting the business to an employee
ownership trust or an employee stock ownership plan. The credit is limited to a maximum amount of $100,000.
The Wisconsin Economic Development Corporation may only allocate $5,000,000 in credit each year.

The bill also creates an individual income tax subtraction and a corporate income franchise tax exemption for
the amount of the capital gain realized from the transfer of ownership of a business in this state to an employee
stock ownership plan, a worker-owned cooperative, or an employee ownership trust. Under the bill, the
subtraction or exemption may not be claimed for a taxable year unless the business whose transfer results in a
capital gain has entered a labor peace agreement with the labor organization representing the employees of
the business for that taxable year.

Fiscal Estimate

The fiscal impact of the bill could be as high as $5 million annually if all credits are certified and claimed. To the
extent that the Wisconsin Economic Development Corporation allocated fewer credits, the fiscal impact will be
commensurately lower. The fiscal effect of the capital gains exemption is unknown and would depend on the
number of businesses and the amount of gain. Any fiscal effect from the capital gains exemption would be in
addition to the $5 million credit allocation.

According to the most recent American Rescue Plan Act (ARPA) Net Tax Reduction Calculation Update
released by the Department of Administration, the remaining margin for tax reductions before triggering
potential SLFRF recoupment at $96.9 million for fiscal year 2024 and $326.6 million for fiscal year 2025. This
bill will reduce these margins.

Long-Range Fiscal Implications
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preparing new tax forms and documents.
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The bill has a one-time cost of $39,640 associated with software development and testing as well as
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