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From:. Buschman, Sara
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I am requesting an Assembly companion to LRB 016/1 that you drafted for Senator Kanavas. Please let me know if you
have any questions.

Sara

Sara Buschman

Legislative Aide to

State Representative Pat Strachota
58th Assembly District

Toll-Free: 1-888-534-0058
Email: sara.buschman@legis.wi.gov
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2007 BILL

1 AN ACT to amend 71.05 (6) (a) 15., 71.07 (5b) () 1., 71.07 (5d) (c) 1., 71.21 (4),

2
3
4
5

71.26 (2) (a), 71.28 (5b) (o) 1., 71.34 (1) (g), 71.45 (2) (a) 10., 71.47 (5b) (¢) 1., 77.92

(4), 560.205 (1) (f), 560.205 (1) (h) and 560.205 (3) (d) of the statutes; relating

Analysis by the Legislative Reference Bureau
rrént law, generally, a taxpayer may claim a crec

1y claim it
axpayer siineome and franchise tax hab1hty orn certain ar amounts mvested in new |
usinesses under the earty-stage seed 1{;,V@Stment tax credit or the angel mvestment
aftax credit. However, consistent- Witk ”ﬁr@@d,mmmtratmn of other tax credits, a/
taxpayer who claims an&arly stage seed investmentorangel investment tax credw
: . must include the~ -afnount of the credit in the calculation of the-tax E\ye; 'S taxabl&
| income. nder this bill, for income and franchise tax purposes, a taxpayengoes no’c
| includé the amount of the early stage seed investment or angel investment tax cred\ﬁ
\f the calculation of the taxpayer’s taxable income.. /
Under current law, the total amount of early stage seed investment credits that
taxpayers may claim for all taxable years combined is $35,000,000 and the total
amount of angel investment credits that taxpayers may claim for all taxable years
combined is $30,000,000. Under this bill, the total amount of early stage seed
investment credits and angel investment credits that taxpayers may claim for all
taxable years combined is $65,000,000.
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Under current law, the Department of Commerce (Commerce) may certify
businesses to receive angel investments if the businesses meet certain criteria, such
as having less than 100 employees. Under the bill, for certification purposes,
Commerce must give preference to businesses with less than 100 employees, but may
certify businesses with 100 employees or more and allow tax credits in lesser
amounts for investments in such businesses. In addition, the bill allows Commerce
to certify a business that is testing or producing a product at the time that business
seeks certification.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The peaple of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

et e A A i“'“mw““““%«x
e,

\

| SECTION 1. 71 05 (6) (a) 15. Qf the statutes is amended to read:
71 05 (6) (@) 15 The amount of the credlts computedtunder s. 71.07 (2dd), (2de),
(le 2(11) (2dL), (de) (Zdr)g (st) (de) (g, 3n§ (3s), 3t ), (3w), %—@d)ﬁ[and}
(Se) (5%) and (5h) and not passed through by la partnersh;p jmlted aéznhty

company or tax—option corporatmn that has added that amount to®

e partnershlps

 company’s, or tax-option corporation’s income under s. 71.21 (4) or 71.34 (1) (9).
o S et WOt W

by, SecTiOoN 2. 71.07 (5b) (c) 1. of the statutes is amended to read:

71.07 (5b) (¢) 1. The maximum amount of the credits that may be claimed under

t(l)ns subsection, sub. (5d). and ss. 71.28 (5b) and 71.47 (5b) for all taxable years

combined is $35,000,000 $65.000.000.

fﬁ SECTION 3. 71.07 (5d) (c) 1. of the statutes is amended to read:

A 5; 71.07 (5d) (¢) 1. The maximum amount of the credits that may be claimed under

'J

this subsection, sub. (5b). and ss. 71.28 (5b) and 71.47 (5b) for all taxable years
combined is $30;000,000 $65.000.000.
T1 1.2 f tatut: d to read:”
K«S’wﬂ M) 0 tl:r@’*@ :/u% es-tsamended to read:
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71.21 (4) Credits'computed by a partnership un /E})«S 71.07 (de) (Zde) (2di),
W), 46} (50)(50). (658, and (5h)
xj_.«//

to the par%nershlp s income.

(2a), (2dL), (2dm)!(2ds)., (2, (3¢, (3r), Bs), (30

an /1;§§§ed through to partriers shall be ad
N
SECTfQN 5. 71.26 (2) (a) of the statutes is amended to read:
71.26 (2) (a) Carporatmns in general. The “net income’ /pf a corporation means

the gross income as. computed under the Internal Revenué Code as modified under

sub. (3) minus the am()lmt of recapture under s. 71. 2(1d1 ) plus the amount of credit
computed under s. 71.28 (1)*‘{3 (4), and (5) mls,as provided under s. 71.28 (3) (c)
7., the amount of the credit u;&ar s. 71. that the taxpayer added to income
under this paragraph at the time tha%@axpayer first claimed the credit plus the
amount of the credit computed undez‘/ S. Tk 28 (1dd), (1de), (1di), (1dj), (1dL), (1dm),

(1ds), (1dx), (3g), (3n), (31), (3w) {51:3% (5e), (Sf) {@g) and (5h) and not passed through

%

by a partnership, limited habﬁlty company, or tax-c‘rptlon corporation that has added

that amount to the paftnershlp s, limited hab111ty&companys or tax-option
corporation’s income gﬁder s. 71.21 (4) or 71.34 (1) (g) plus %F’xg amount of losses from

the sale or other d;sfimsition of assets the gain from which Wouf’é%pe wholly exempt

%

income, as defig&i in sub. (3) (L), if the assets were sold or otherwié%éxgisposed of at

/ "y
/ %,
F %,

a gain and miinus deductions, as computed under the Internal Revente Code as
if W%V

h

modified(ﬁ;lder sub. (3), plus or minus, as appropriate, an amount equaf"*\g) the
differgﬁie between the federal basis and Wisconsin basis of any asset épld,
exc ‘iged, abandoned, or otherwise disposed of in a taxable transaction during the
alzl;e year, except as provided in par. (b) and s. 71.45 (2) and (5).

SECTION 6. 71.28 (5b) (c) 1. of the statutes is amended to read:



3 combined is $35,600,000 $65.000.000.

4 ;?/’QF(‘TION 7. 71.34 (1) (g) of the statutes is amended to read:

5 71 34 (l) (g) An addition shall be made for credits computed by a tax—option

6 c:)rporatlon under S.. 71 28 (1dd), (1de), (1di), (1dj), (1dL), (1dm)/(Tds dx), (3), (3g),

7 (3n) (31), (3w), {5b); (Se) (Sf) (5g) and (5h) and passgﬂ through to shareholders.

8 % SecTION 8. 71.45 (2) (a) 10. of the stat}}:e‘”s gamended to read:

9 71.45 (2) (a) 10. By adding to jédéral’ xf;axable income the amount of credit
10 computed under s. 71.47 (ldd) 40 (ldx) (3n), (3w), (»5%%» (Se) (51), (5g), and (5h) and
11 not passed through by a partners}up, limited habﬂlty company, or tax-option
12 (orporatlon that has added that amount to the partnership’s, T;mi*’%ed 11ab1hty
13 éompanys or tax—option corporation’s income unders. 71.21 (4) or 71.34 (1) ?) and
14 ahewggpqugﬁgmdi%cwgmpum% 71.47 (1). (3),-B8-4);and (5). s
15 o A SECTION 9. 71.47 (5b) (c) 1. of the statutes is amended to read;

16 \}% v 71.47 (5b) (¢) 1. The maximum amount of the credits that may be claimed under
17 this subsection and ss. 71.07 (5b) and (5d) and 71.28 (5b) for all taxable years
18 combined is $35;000,000 $65.000,000.

19 SecTION 10. 77.92 (4) of the statutes is amended to read:

20 / %7 92 (4) ° Ne?fb/zﬂ\'xess income, Wxtyresf)\ect to a partnershlp{"ﬁi”eans taxable
21 glcomé as calcul !id undéar section 703 ﬁf the Int@rnal Revenue Code plus th%ems
22 f}f mcer%ne and g?m under Sectmn 702; @?the Intemél Revenug(gode mcludmg taxable
23 gfi?stai:e aud muﬁmpai boncfz mtere!%f and chludmg nm}}axable mterest ncome or
24 5 d1v1dend§mj4ne from federal goyernment obhgatloﬁ?’f minus the ltems; of loss a}l/:i
25 é deduction under section 702’30 the Internal Revenue Code, except items that are not

2007 - 2008 Legislature -4 - LRB-0016/1
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71.28 (5b) (¢) 1. The maximum amount of the credits that may be claimed under

this subsection and ss. 71.07 (5b) and (5d) and 71.47 (5b) for all taxable years

——

o,
.

;’
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1 deductible under s. 71.21; plus guaranteed payments to partners under section 707
2 (c) of the Internal Revenue Code; plus the credits claimed under s. 71.07 (2dd), (2de),
5 (i, . fean), (2am), 2ar), (20, (24w, (3, (39, Q. 30, (), (55, b, (30,
4 (5g), Knd €5h) and plus oﬁ1 minus, as agproprlate transntlonal adﬁ;stm t§

/
5 depfematlan dlfferengé/s/ and ba51s dlfferengés under s. 71.05 (13) (15) (1 )
H

f g" /
| /
(l/é but e%cludm{g/{;acome gain, loss, a}ﬁd deductions from farmmg ‘N t busiiﬁ’é/s';
I
come, W;lth res@ect to a natural person, estate, or trust mféans profit from a trade

E

6

7

8 {for busmesé foy federal mcome%ta urposes and includes net income derived as an
9 employee a;:. defined in section 3121 (d) (3) of the Internal Revenue Code.

SecTIiON 11. 560.205 (1) (f) of the statutes is amended to read:

560.205 (1) (f) It is engaged in, or has committed to engage in, manufacturing,

agriculture, or processing or assembling products and conducting research and

development or developing a new product or business process. The fact that a

14 business is testing or producing a product at the time that the business seeks
15 certification under this subsection shall not preclude the business from being
i16 certified under this subsection.
17 SecTION 12. 560.205 (1) (h) of the statutes is amended to read:
E 18 560.205 (1) (h) It Except as provided in rules promulgated under sub. (3) (d).
{ }E’ it has less than 100 employees.
20 SecTION 13. 560.205 (3) (d) of the statutes is amended to read:
21 560.205 (3) (d) Rules. The department of commerce, in consultation with the
22 department of revenue, shall promulgate rules to administer this section. The rules
) 5 23 shall further define “bona fide angel investment” for purposes of s. 71.07 (5d) (a) 1.
g 24 The rules shall provide that. for purposes of certifying businesses under sub. (1). the

25 department shall give preference to businesses with less than 100 employees, but

JRP—————
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may certify businesses with 100 employees or more and allow tax credits in lesser

amounts. based on a sliding scale, for investments in such businesses. The rules
shall limit the aggregate amount of tax credits under s. 71.07 (5d) that may be
claimed for investments in businesses certified under sub. (1) at $3,000,000 per

calendar year for calendar years beginning after December 31, 2004, and before

January 1. 2008. The rules shall alse limit the aggregate amount of the tax credits
under ss. 71.07 (5b), 71.28 (5b), and 71.47 (5b) that may be claimed for investments

paid to fund managers certified under sub. (2) at $3,500,000 per calendar year for

calendar years beginning after December 31, 2004, and before January 1, 2008. The

rules shall also limit the aggregate amount of the tax credits under ss. 71.07 (5b) and
(6d). 71.28 (5b). and 71.47 (5b) that may be claimed for investments under subs. (1)

and (2) at $6.500.000 per calendar year for calendar years beginning after December

31.2007.

SEcTION 14. Initial applicability.
(1) This act first applies to taxable years beginning on January 1, 2008.

(END)
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AN AcT .. lating to: allocating early stage seed and angel investment credits.

Analysis by the Legislative Reference Bureau

Under current law, generally, a taxpayer may claim a credit against the
taxpayer’s income and franchise tax liability on certain amounts invested in new
businesses under the early stage seed investment tax credit or the angel investment
tax credit’ Under current law, the total amount of early stage seed investment
credits that taxpayers may claim for all taxable years combined is $52,500,000'and
the total amount of angel investment credits that taxpayers may claim for all taxable
years combined is $47 ,500,000.“’Under this bill, the total amount of early stage seed
investment credits and angel investment credits that taxpayers may claim for all
taxable years combined is $100,000,000?” v

Under current law, the Department of Commerce (Commerce) may certify
businesses to receive angel investments if the businesses meet certain criteria, such
as having less than 100’femployees. Under the bill, for cergﬁcation purposes,
Commerce’must give preference to businesses with less than 100'employees, but may
certify businesses with loodemployees or morevand allow tax credits in lesser
amounts for investments in such businesses. In addition, the bill allows‘Commerce
to certify a business that is testing or producing a product at the time that business
seeks certification. y

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
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SECTION 1

7

SectiON 1. 71.07 (5b) (c) 1%f the statutes, as affected by 2007 Wisconsin Act
20, is amended to read:

71.07 (5b) (c) 1. Except as provided in 5%373.03 (63), 0&1}3}? cin:a}stimum amount of the
credits that may be claimed under thiS‘éubsectiongsuﬁwmg&i )@/ind ss. 71.28 (5b) and
71.47 (5b)Jf0r all taxable years combined isJ$52;5OQ;QQO $100,000,000.

History: 2007 a. 20.

SECTION 2. 71.07 (5d) (c) 1. of the statutes, as affected by 2007 Wisconsin Act
20, is amended to read:

71.07 (5d) (c) 1. Except as provided in s. 73.03 (63), the maximum amount of

6

7

8

~ _ond v
the credits that may be claimed under this subsectioné;sub. bb)«and ss. 71.28 (5b
10

16
17
18
19
20

21

, v ,
and 71.47 (5b3/for all taxable years combined is $47:500,000 $100,000,000.

History: 2007 a. 20.

SecTION 3. 71.28 (5b) (¢) 1 of the statutes, as affected by 2007 Wisconsin Act
20, is amended to read:

71.28 (5b) (c) 1. Except as provided in s. 73.03 (63), the maximum amount of the
credits that may be claimed under this subsection and ss. 71.07 (5b) and gﬁdf”e’md
71.47 (5b§ffor all taxable years combined i§‘i$52m59{);909 $100,000,000.

History: 2007 a. 20.
4

SECTION 4. 71.47 (5Db) (¢) 1§<€)f the statutes, as affected by 2007 Wisconsin Act
20, is amended to read:

71.47 (5b) (c) 1. Except as provided in s. 73.03 (63), the maximum amount of the
credits that may be claimed under this subsection and ss. 71.07 (5b) and{ 5d) and

v ,
71.28 (5b) for all taxable years combined is %%5@9&(39%100.000.000.

History: 2007 a. 20.

g
SECTION 5. 560.205 (1) (f) of the statutes is amended to read:
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1 560.205 (1) (f) Itis engaged in, or has committed to engage in, manufacturing,
2 agriculture, or processing or assembling products and conducting research and
3 development or developing a new product or business process. The fact that a

4 business is testing or producing a product at the time that the business seeks
5 certification under this subsection\/shall not preclude the business from being

6 certified under this‘f,subsection.

History: 2003 a. 255; 2005 a. 49, 97. QX
7 SECTION 6. 560.205 (1) (h) of the statutes is amended to read:
v
8 560.205 (1) (h) I Except as provided in rules promulgated under sub. (3) (d),
9 it has less than 100 employees.
History: 2003 a. 255; 2005 a. 49, 97. ;
10 SECTION 7. 560.205 (3) (d) of the statutes, as affected by 2007 Wisconsin Act 20,
*
is amended to read: ‘x?z ¢

560.205 (3) (d) @The department of commerce, in consultation with the

13 department of revenue, shall promulgate rules to administer this section. The rules

14 shall further define “bona fide angel investment” for purposes of s. 71.07 (5d) (a) 1.

15 The rules shall provide that, for purposes of certifying businesses under sub‘f( 1), the
16 department shall give preference to businesses with less than 100‘{3mplozees, but
17 may certify businesses with’ 100 employees or more and allow tax credits in lesser

18 amounts, based on a sliding scale, for investments in such businesses;"fThe rules

19 shall limit the aggregate amount of tax credits under s. 71.07 (5d) that may be
20 claimed for investments in businesses certified under sub. (1) at $3,000,000 per

21 calendar year for calendar years beginning after December 31, 2004, and $5,500,000

22 per calendar year for calendar years beginning after December 31, 2007, and before
23 January 1, 2009?"; The rules shall also limit the aggregate amount of the tax credits

24 under ss. 71.07 (5b), 71.28 (5b), and 71.47 (5b) that may be claimed for investments
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SECTION 7

paid to fund managers certified under sub. (2) at $3,500,000 per calendar year for

calendar years beginning after December 31, 2004, and $6,000,000 per calendar year

for calendar years beginning after December 31, 2007, and before January 1, 20()9.‘[!

The rules shall also limit the aggregate amount of the tax credits under ss‘.’j71.07 (5b)
and (bd \/), 71.28 (5b '2‘/, and\él.47 (5b) that may be claimed for investments under subs.

(1) and 522€t $10,000,000 per calendar year for calendar years beginning after
December 31, 2008. The rules shall also provide that, for calendar years beginning

after December 31, 2007, no person may receive a credit under ss. 71.07 (5b) and (5d),
71.28 (5b), or 71.47 (5b) unless the person’s investment is kept in a certified business,

or with a certified fund manager, for no less than 3 years.

History: 2007 a. 20.

SeEcTION 8. Initial applicability. Y

(1) This act first applies to taxable years beginning on January 1, 2009.

(END)

b
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Aok —

Representative Strachota:

Please review this draft carefully to ensure that it is consistent with your intenf‘.jThis
bill incorporates the changes made by 2007 Wisconsin Act 2(Fto the allocation of angel
and early stage seed investment credits.

Joseph T. Kreye

Legislative Attorney

Phone: (608) 266-2263

E-mail: joseph.kreye@legis.wisconsin.gov
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LEGISLATIVE REFERENCE BUREAU

November 16, 2007

Representative Strachota:

Please review this draft carefully to ensure that it is consistent with your intent. This
bill incorporates the changes made by 2007 Wisconsin Act 20 to the allocation of angel
and early stage seed investment credits.

Joseph T. Kreye

Legislative Attorney

Phone: (608) 266-2263

E-mail: joseph.kreye@legis.wisconsin.gov
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AN ACT to amend 71.07 (5b) (c) 1., 71.07 (5d) (¢) 1., 71.28 (5b) (¢) 1., 71.47 (5b)
() 1.,560.205 (1) (), 560.205 (1) (h) and 560.205 (3) (d) of the statutes; relating

to: allocating early stage seed and angel investment credits.

Analysis by the Legislative Reference Bureau

Under current law, generally, a taxpayer may claim a credit against the
taxpayer’s income and franchise tax liability on certain amounts invested in new
businesses under the early stage seed investment tax credit or the angel investment
tax credit. Under current law, the total amount of early stage seed investment
credits that taxpayers may claim for all taxable years combined is $52,500,000 and
the total amount of angel investment credits that taxpayers may claim for all taxable
years combined is $47,500,000. Under this bill, the total amount of early stage seed
investment credits and angel investment credits that taxpayers may claim for all
taxable years combined is $100,000,000.

Under current law, the Department of Commerce (Commerce) may certify
businesses to receive angel investments if the businesses meet certain criteria, such
as having less than 100 employees. Under the bill, for certification purposes,
Commerce must give preference to businesses with less than 100 employees, but may
certify businesses with 100 employees or more and allow tax credits in lesser
amounts for investments in such businesses. In addition, the bill allows Commerce
to certify a business that is testing or producing a product at the time that business
seeks certification.
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For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

e
SEcTION 1. 71.07 (5b) (c) 1. of the statutes, as affected by 2007 Wisconsin Act

20, is amended to read:

71.07 (5b) (c) 1. Except as provided in s. 73.03 (63), the maximum amount of the
credits that may be claimed under this subsection and sub. (5d) and ss. 71.28 (5b) and
71.47 (5b) for all taxable years combined is $52,500,000 $100,000,000.

SECTION 2. 71.07 (5d) (c) 1. of the statut:s, as affected by 2007 Wisconsin Act

20, is amended to read:

71.07 (5d) (c) 1. Except as provided in s. 73.03 (63), the maximum amount of
the credits that may be claimed under this subsection and sub. (5b) and ss. 71.28 (5b)
and 71.47 (5b) for all taxable years combined is $47,500,000 $100,000,000.

v
SECTION 3. 71.28 (5b) (¢) 1. of the statutes, as affected by 2007 Wisconsin Act

20, is amended to read:
71.28 (5b) (c) 1. Except as provided in s. 73.03 (63), the maximum amount of the
credits that may be claimed under this subsection and ss. 71.07 (5b) and (5d) and

71.47 (5b) for all taxable years combined is $52;500,000 $100,000,000.

SECTION 4. 71.47 (5b) (¢) lv./of the statutes, as affected by 2007 Wisconsin Act
20, is amended to read:

71.47 (5b) (c) 1. Except as provided in s. 73.03 (63), the maximum amount of the
credits that may be claimed under this subsection and ss. 71.07 (5b) and (5d) and
71.28 (5b) for all taxable years cor;;bined is $52:500,000 $100,000,000.

SECTION 5. 560.205 (1) (f) of the statutes is amended to read:
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560.205 (1) (f) Itis engaged in, or has committed to engage in, manufacturing,
agriculture, or processing or assembling products and conducting research and
development or developing a new product or business process. The fact that a
business is testing or producing a product at the time that the business seeks
certification under this subsection shall not preclude the business from being

certified under this subsection.

v
SECTION 6. 560.205 (1) (h) of the statutes is amended to read:

560.205 (1) (h) It Except as provided in rules promulgated under sub. (3) (d),

it has less than 100 employees.

SECTION 7. 560.205 (3) (d) of th:statutes, as affected by 2007 Wisconsin Act 20,
is amended to read:

560.205 (3) (d) Rules. The department of commerce, in consultation with the

department of revenue, shall promulgate rules to administer this section. The rules

shall further define “bona fide angel investment” for purposes of s. 71.07 (5d) (a) 1.

The rules shall provide that, for purposes of certifying businesses under sub. (1), the
department shall give preference to businesses with less than 100 employees, but
may certify businesses with 100 employees or more and aliow tax credits in lesser

amounts, based on a sliding scale, for investments in such businesses. The rules
shall limit the aggregate amount of tax credits under s. 71.07 (5d) that may be

claimed for investments in businesses certified under sub. (1) at $3,000,000 per
calendar year for calendar years beginning after December 31, 2004, and $5,500,000

per calendar year for calendar years beginning after December 31, 2007, and before

January 1, 2009. The rules shall also limit the aggregate amount of the tax credits
under ss. 71.07 (5b), 71.28 (5b), and 71.47 (5b) that may be claimed for investments

paid to fund managers certified under sub. (2) at $3,500,000 per calendar year for
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SECTION 7
calendar years beginning after December 31, 2004, and $6,000,000 per calendar year

for calendar years beginning after December 31, 2007, and before January 1, 2009.

The rules shall also limit the aggregate amount of the tax credits under ss. 71.07 (5b)
and (5d), 71.28 (5b), and 71.47 (5b) that may be claimed for investments under subs.

(1) and (2) at $10,000,000 per calendar year for calendar years beginning after
December 31, 2008. The rules shall also provide that, for calendar years beginning

after December 31, 2007, no person may receive a credit under ss. 71.07 (5b) and (5d),
71.28 (5b), or 71.47 (5b) unless the person’s investment is kept in a certified business,
or with a certified fund manager, for no less than 3 years.

SECTION 8. Initial applicability.

(1) This act first applies to taxable years beginning on January 1, 2009.

(END)



