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2001 ASSEMBLY BILL 579

@W numfer bty ZE0s.

~ October 17, 2001 — Introduced_by Representatlves WARD, LIPPERT, VRAKAS,

S M TOWNSEND HUNDERTMARK, GRONE] Us HAHN, SYKORA, WALKER Durr, LADWIG,
OWENS, D. MEYER, KRAWCZYK, BOYLENQLSEN, M. LEHMAN, MILLER, STASKUNAS,

JENSEN, ‘TURNER, YOUN ASSERMAN, WILLIAMS, FREESE,
SUDER, KEDZIE, KESTE ] , JESKEWITZ, MUSSER and
RiLEY, cospdnsored y. Senators MoORE, PLACHE, B M. MEYER, KANAVAS,
ERPENBACH, HA FSKE, ROESSLER,

WELcH, HUEL
Economic

Ummit\tee on

1 AN ACT to renumber 560.32 (2Ac) and 560.35 (1m); to renumber and amend

2 560.32 (2) (b), 560.33 (1y(b) and 560.34 (1) (d); to amend 560.33 (1) (c) and
560.35 (3); and tojereate 560.32 (2) (b) 2., 560.32 (2) (c) 2., 560.33 (1) (b) 2,
560.34 (1) (d) 2. and 560.35 (1m) (b) of the statutes; relating to: certified capital

f“ J J
investment limitations, |(qualified busmess requwwwv

(S1 38 B N V)

@}

dnalysis by the Legislative Referenet Bureau

mder current laWrthe department of commercé (department) is authorized to
certify inveBtwents (certified~capital investpa€nts) made by investors (certified
investors) in companies that have b&en certified by the depaftment (certified capital
companies). /A certifted capital compa which a-certified capital investment is
made mustl/then invest imivestment, according to a specified
schedule, in a business in thig a fulﬁlls certal equirements, including
having 1o more than 100 epaploypeg and a net worth of no mrexe than $5,000,000
(qualified businesses). Theipvestmentin the qualified business mus atisfy certain
requiggnents and th&€dqualified businesS~must agree to comply wi certain

requirements as a géfidition of the investment. §u
If a certifie@investor is a certain type of insurerj¥ncluding a life insurer or an
out’-of—stgtejusurer doing a fire or marine insurance business or a casualty or surety
busines t 6 certified investor may claim a tax credit for™$he certified capltal

N
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vegtinent against license fees that are based on/gross premiums and that are owed
to the Statednstead of income or franehisetaxey. The credit must be claiin
ten~year period, with 10% of the investment uged to offset the license fee that is
each year.

This bill makes various changes to the certified capital company program.
Current law allows the department to certify no more than $10,000,000 in certified
capital investments per certified investor and no more than $50,000,000 in total
certified capital investments. This bill glithorizes the department to certify another
$100,000,000 in certified\capital invebtments and to certify, in certified capital
investments per certified investor, up fo the greater of $10,000,000 or 15% of the total
certified investments that thy depaytment may certify over and above the original
$50,000,000 that the departmext whs authorized to certify. :

Currently, at least 75% of\the employees of a qualified business must be
employed in this state. The bill pkdyides that, alternatively, at least 75% of the total
payroll of the qualified business/Mmustpe paid to employees who are employed in this
state.

Currently, a qualified bysiness musthave an average annual net income, after
federal income taxes and gxcluding anj\ carry—over losses, of not more than
$2,000,000. The bill providés that a qualifiedN\pusiness that is a partnership, limited
liability company, or tax gption corporation shall calculate its net annual incom
based on the net annua) income, after federalNincome taxes and excluding an
carry—over losses, of its partners, members, or ghareholders that is related to th,
economic activity of tfie partnership, limifed liability company, or tax optio,
corporation. )

Currently, a cetified capital company must hav\its financial statements
annually audited hy/a certified public accountant to ensdte compliance with t]
statutory requiremg¢nts. The bill/allows the financial statements to be annually
reviewed by a certified public ageduntant to ensure compliance, &ithout the necessity
of an actual audi

The bill alsg provideg/that, if a qualified business violates any\condition that!it
agreed to as a cpndition/6f a qualified investment, the qualified invéstment will be
valued at oneJialf of fhe actual amount invested. This provision affecth whether the
certified capital coprpany that made the qualified investment is in comPiance with
requirementg to iake a specified level of qualified investments, which in t\rn affect S
whether th¢ quélified investor that made the certified capital investment in the
certified cgpital company is entitled to the tax credit that applies to a cértifieq
investor i is a life insurer or an out—of-state insurer doing a fire or mXrind
insurangg’business or a casualty or surety business.

Fof further information see the state fiscal estimate, which will be printed ag

n gppendix to this bill. :

d

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
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ASSEMBLY BILL 579 , : | SECTION 1

SEcTION 1. 560.32 (2) (b) of the statutes is renumbered 560.32 (2) (b) 1. and

amended to read:

560.32 (2) (b) 1. The Prior to the effective date of this subdivision .... [revisor

inserts datel, the department may certify an investment under this subsection only

if, after the certification, the department will not have certified a total of more than

$50,000,000 in investments under this subsection.
SECTION 2. 560.32 (2) (b) 2. of the statutes is created to read:

560.32 (2) (b) 2. The department may, beginning on the effective date of this

subdivision .... [revisor inserts datel, certify up to $100;OO0,000 in investments under

this subsection, excluding any investments certified under subd. 1.

SECTION 3. 560.32 (2) (c) of the statutes is renumbered 560.32 (2) (c) 1.

SECTION 4. 560.32 (2) (c) 2. of the statutes is created to read:

560.32 (2) (c) 2. The department may not certify an investment under par. (b)
2. if, after the certification, the investor, together with all affiliates of the investor,
would have in certified capital investments under par. (b) 2. more than the greater
of $1o;ooo;ooo or 156% of the total amount of investments that the dep:;nment may
certify under par. (b) 2. |

SECTION 5. 560.33 (1) (b) of the statutes is renumbered 560.33 (1) (b) (intro.)
and amended to read:

560.33 (1) (b) (intro.) The business has no more than 100 employees;at and any
of the following applies: |

1. At least 75% of whem those employees are employed in this state.

SECTION 6. 560.33 (1) (b) 2. of the statutes is'created to read:
560.33 (1) (b) 2. At least 75% of the total payroll of the business is paid to

employees who are employed in this state.
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ASSEMBLY BILL 579 SECTION 7
SECTION 7. 560.33 (1) (c) of the statutes is amended to read:

560.33 (1) (¢) During its 2 most recent fiscal years, the business had, together

with all of its consolidated affiliates, an average annual net income, after federal

income taxes and excluding any carry—over losses, of not more than $2,000,000, as

determined in accordance with generally accepted accounting principles. For

purposes of this paragraph, a partnership, limited liability company, or tax—option
corporation shall calculate its net annual income based on the net annual income,

after federal income taxes and excluding any carry—over losses, of its partners,

members, or shareholders that is related to the economic activity of the partnership,
limited liability company, or tax—option corporation.

SECTION 8. 560.34 (1) (d) of the statutes is renumbered 560.34 (1) (d) (intro.)
and amended to read:

560.34 (1) (d) (intro.) As a con'dition‘of the investment, the qualified business

agrees, as long as the certified capital corporation continues to hold the investment,

to maintain do any of the following:

1. Maintain at least 76% of it employees in this state.

SECTION 9. 560.34 (1) (d) 2. of the statutes is created tb read:

560.34 (1) (d) 2. Pay at least 75% of its total payroll to employees who are
employed in this state.
SECTION 10. 560.35 (1m) of the statutes is renumbered 560.35 (1m) (a).
SECTION 11. 560.35 (1m) (b) of the statutes is created to read:
560.35 (1m) (b) Tfa qualified business violates an agrecment made under s.
560.34 (1) (b) to (e), for purposes of the requirements under subs. (2) (b) and (c) and
(3) and ss. 560.34 (1m) (a), 560.36 (3), and 560.37 (2), (3), and (3m) (a) 2. and the

certified capital company tax credit, the certified capital company’s qualified
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ASSEMBLY BILL 579 SECTION 11

investments with respect to that qualified business shall be valued at one~half of the
actual amount invésted by the certified capital company.

SECTION 12. 560,35 (3) of the-statutesisamendedtoToat:

560.35 (3) FINANCIAL STATEMENTS. Withjrf 90 days of the end6f the certified.
capitalNcompany’s fiscal year, the certifi€d capital company siall provide to tHe
departmenta copy of its annual apfited financial statemepfts, ineluding together
with the opinion 0Ran indepepdent certified public accofntant who has fidited or

otherwise reviewed th&\f#iancial statements. Th¢ audit or other Aeview shall

address the methods of operatten and conduct of e business of the/certified capital
company to deterpfiine whether the Segtified c ital company is gomplying with this

subchapter gAd the rules promulgated upler this subchaptdr, including whethe

certified fapital has been invested in phe mannex requirgd under s. 560.34.

finandial statements provided under this subsectio ! shall be segregafed by

ivestment pool and shall be sepagrately audited or oth Wewed on that basis

to allow the department to defermine whether the certified capital cOmpany is in

compliance with s. 560.34 (Jm).

(END)
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ASSEMBLY AMENDMENT 8,
TO 2001 ASSEMBLY BILL 579

October 30, 2001 — Offered by Representatives GROTHMAN and ZIEGELBAUER.

| oy
X /A,m %

At the locations indicated, amend the bill as follows:

reating a certified capital

e ——
3 company income and Iranchise tax credit for insurers,”.
4 .

5 /ESECTION < 71.45 (2) (a) 10. of the statutes is am T
6 71.45 (2) (a) 10. By adding to federal taxable income the amount of credit
7 computed under s. 71.47 (1dd) to (1dx) and (7) and not passed through by a
8 partnership, limited liability company, or tax—option corporation that has added that
9 amount Lo the partnership’s, liinited liability company’s, or tax—option corporation’s

10

12
13

b

income under s. 71.21 (4) or 71.34 (1) (g) and the amount of credit computed under
5. 71.47 (1), (3), (4), and (5). '

SECTION é% 71.47 (7) of the statutes is created to read:

71.47 (7) CERTIFIED CAPITAL COMPANY CREDIT. (a) In this subsection: S
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1. “Certified capital company” has the meaning given in s. 560.30 (2).

2. “Certified capital investment” has the meaning given in s. 560.30 (4).

3. “Investment date” has the meaning given in s. 560.30 (6). |

4. “Investment pool” has the meaning given in s. 560.30 (7).

5. “Qualified investment” has the mcaning given in s. 560.30 (11).

(b) An insurer who makes a certified capital investment may claim as a credit
against the tax imposed under s. 71.43, for 10 years beginning with the year of the
investment, an amount equal to either 10% of that investment or the amount by

which the sum of the insurer’s certified capital investments and the insurer’s

- qualified investments exceeds the insurer’s qualified investments in the taxable year

before th‘e‘insurer first claimed the credit under this section, whichever is less.

(c) Subsection 71.28 (4) (e), (f), (g), and (h), as it applies to the credit under 71.28
(4), applies to the credit under this subsection.

(@) Partneréhips, limited liability companies, and tax—option corporations may
not claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of a certified capital investment. A
partnership, limited liability company, or tax—option corporation shall compute the
amount of credit that each of its partners, members, or shareholders may claim and
shall provide that information to each of them. Partners, members of limited liability
companies, and shareholders of tax—option corporations may claim the credit in
proportion to their ownership interest.

(e) 1. If a certified capital company is decertified, or an investment pool is
disqualified, under s. 560.37 before the certified capital company fulfills the
iﬁvestment requirerhent under s. 560.34 (1m) (a) 1. with respect to the investment

pool, any insurer that has received a credit under this subsection with respect to that
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1 investment pool shall repay that credit to the department of revenue and may not
2 claim more credit in respect to that investment pool.
3 , 2. If a certified capital company fulfills the investment requirement under s.

4 560.34 (Im) (a) 1. with respect to an investment pool but the certified capital
5 compaﬁy is decertified, or an investment pool is disqualified, under s. 560.37 before

6 the certified capital company fulfills the investment requirement under s. 560.34

7 (1m) (a) 2. for that investment pool, any insurer that has received a credit under this
8 subsection with respect to that investment pool shall repay all credits that were
9 - claimed for taxable years after the taxable year that includes ‘the 3rd anniversary of
10 the investment date of the investment pool and may claim no more credits for taxable
11 years after the taxable year that includes the 3rd anniversary of the investment date
12 of the investment pool.
13 (f) An insurer may sell a credit under this subsection to another insurer who
14 is subject to the tax imposed under s. 71.43 if the insurer notifies the commissioner
15 of insurance and the department of revenue of the sale and includes with such
16 notifications copies of the transfer documents.
17 SECTION 4{;# 71.49 (1) (dm) of the statutes is created to read:
18 71.49 (1) (dm) Certified capital company credit under s. 71.47 (7).
19 SECTION . 560.30 (3) of the statutes is amended to read:
20 560.30 (3) “Certified capital company tax credi

s_the tax credit under

v’
21 &55.7147 (Dand 76.635() ,
¢, _Page's, line 1: delete “SECTION 17 itute “SreTioN 1m”

23 \Wm

174 b2 e
24 ‘ %%ECTION l?lﬁ 560.37 (4) of the statutes is amended to read:
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560.37 (4) EFFECT OF DECERTIFICATION. Decertification of a certified capital

company or an investment pool has the effects specified in s. ss. 71.47 (7) (e) and
76.635 (4).

o ,
SECTION %' 560.37 (5) of the statutes is amended to read:
5 560.37 (6) NoricES TO CER'I‘IFIED;INVESTORS. The department shall notify a
6 certiﬁed- investor when the certiﬁed caﬁital company tax credit arising from a
7 certified investment is no longer subject to recapture and forfeiture under . ss. 71.47

8 (7) (e) and 76.635 (4). _ ’ —

w
mﬁ po~ /) SECTION }626 Initial applicability.
1

0 ) The treatment of sections 71.47 (7) and 560.37 (4) and (5) of the statutes first
11 applies to taxable years beginning on January 1, 2002.%—
p T —

N e e T e L e e s
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ASSEMBLY AMENDMENT 11,
TO 2001 ASSEMBLY BILL 579

October 30, 2001 — Offered by Representatives GROTHMAN and ZIEGELBAUER.

At the locations indicated, amend the bill as follows:

2 N ; Iine-5: Dimitati ”Jualiﬁed distributions of certified
3 capital companies”.

4 -2-.-12aga-8r1‘ine Tbeforethat line insert:

5 ECTION'#" wlowms is amended to read o~

6 560 30 (10) (a) The costs of forming; and syndlcatlng—maaagmg—er—epepatmg

7 the certified capital company, not to exceed 5% of the certified capital company’s total

8 certified capital. |

9 SECTION # 560.30 (10) (c) of the statutes is amended to read:
10 560.30 (10) (c) Reasonable and necessary fees paid for professional services
11 related to the operation of the certified capital company, not to exceed 5% of the
12 certified capital company’s total certified capital unless approved by the department.
13 SECTION % 560.30 (10) (d) of the statutes is amended to read:

S
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560.30 (10) (d) A projected increase in federal or state taxes, ineluding
excluding penalties and iﬁterest on those taxes, of the equity owners of the certified
capital company if those amounts are related to the certified capital company’s
ownership, management, or operation.

SECTION'*#!. 560.30 (10) (e) of the statutes is crcated to read:

560.30 (10) (e) Reasonable costs associated with applying for qualified federal

(0]

P

funding programs, as determined by the department&%\&_,/

< Page 3, line I*delete<SEcrroniZandsubstitute “SEcrion 1x”.

(END)
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ASSEMBLY AMENDMENT 2,
TO 2001 ASSEMBLY BILL 579

Octuber 30, 2001 — Offered by Representatives GROTHMAN and ZIEGELBAUER.

1

At the locations indicated, amend the bill as follows:
2 . Pal i er)
3 %iageilln/el,befamiha-t—l-m‘iﬁ@rtﬁ
e R — — .
4 ECTION Xc 560.31 (2) (g) of the statutes is created to read: =
5 560.31 (2) (g) The person agrees to maintain in this state an investment office
and staff actively engaged in making investments%’)\g_,

7 ] 3 dine+: £= z STt ‘ N 1m”.

8 (END)
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ASSEMBLY AMENDMENT 5,
TO 2001 ASSEMBLY BILL 579

October 30, 2001 — Offered by Representatives GROTHMAN and ZIEGELBAUER.

"

qualified mvestment schedule X’

1 : ifie insert:
, % ) :
SECTION qﬁ 560.34 (1m) (a) 3. of the statutes is created to read:

560.34 (1m) (a) 3. Within 7 years after the investment date for a particular

At the locations indicated, amend the bill as fOllOWS'

. P ~ti : £ em 24 “

4
5
6 investment pool, at least 70% of the investment pool shall be‘ placed in qualified
7 investments.

8 SECTION 9§. 560.34 (1m) (a) 4. of the statutes is created to read:

9 560.34 (1m) (a) 4. Within 10 years after the investmeht date for a particular

10 investment pool, 100% of the investment pool shall be placed in qualified

investments.\odl_,/

TTm— TN
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I NT : The treatment of section 560.34 (1m) (a)

3. and 4. of the statutes first applies to investment pools for which December 31,

1999, is the investment date.Y
(END)




2001 - 2002 LEGISLATURE LRBa0861/1
PJK:jld:jf

ASSEMBLY AMENDMENT 4,
TO 2001 ASSEMBLY BILL 579

October 30, 2001 — Offered by Representatives GROTHMAN and ZIEGELBAUER.

At the locations indicated, amend the bill as follows:

.Paell % y

@g requlreme@\
4 age
/Q \é e

ECTION %, 560.35 (1c) of the statutes is created to read: \

560.35 (1c) INVESTMENT IN QUALIFIED BUSINESS. Within 15 days after entering

certified capital company

into an agreement with a qualified business to make a qualified investment in the

business, a certified capital company shall report all of the following to the
department;:

(a) The name of the qualified business.

(b) The agreed upon amount of the qualified investment.

(c) The type of investment, as specified in s. 560.34 (1) (a) 1. or 2. a. or b.%\/
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1 ‘%I;TION/}/{C. 560.35 (1r) of the statutes is created to read: ‘t
2 560.35 (1r) QUALIFIED INVESTMENT SCHEDULE REPORT. Within 30 days after the 1
3 conclusion of each time period specified in s. 560.34 (1m) (a), a certified capital X
4 company shall report to the department, in the format and substance prescribed by
5 the department, inforfnation required by the department for determining whether
6 the certified capital company is in compliance with the percentage requirements
7 under s. 560.34 (1m) (a).
8 SEcTION 1%/560.35 (2) (intro.) of the statutes is amended to read:
9 560.35 (2) AnnNuUAL SEMIANNUAL REPORTS. (intro.) On Each year, on or before

10 January 31 annually, for the preceding 6—month period ending on December 31. and

11 on or before July 31, for the preceding 6-month period ending on June 30, a certified
12

capital company shall report, in format and substance preseribed by the department,
13 all of the following to the department:

14 | S}i:C'I‘ION/l/l{'q.F 560.35 (2) (a) of the statutes is amended to read:

15 560.35 (2) (a) The amount of the certified capital company’s certified capital at
16 the end of the preceding year 6-month period. |

17 SECTION 51@/560.35 (2) (c) of the statutes is amended to read:

18 560.35 (2) (¢) All qualified investments that the certified capital company has

19 made during the previous—calendar—year preceding 6-month period and the
20 investment pool from which each qualified investment was madek

| _J
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ASSEMBLY AMENDMENT 18,

TO 2001 ASSEMBLY BILL 579

November 1, 2001 — Offered by Representalives Ward, Krug and Seratti.

#% AUTHORS SUBJECT TO CHANGE #*#*

ocations indicated, d the bill as follows:

. A — L
(#a PERFORMANCE EVALUATION AUDIT. The joint legislative audit committee is

6

7 requested to, and may, direct the legislative audit bureau to perform a performance

8 evaluation audit of the program under subchapter IT of chapter 560 of the statutes,

9 which shall include evaluating the overall effectiveness of the program. If the
10 committee directs the legislative audit bureau to perform an audit under this

11 subsection, the bureau shall file its report as described in section 18.94 (1) (b) of the

statutes by January 1, 2003.

(END)
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ASSEMBLY AMENDMENT 9,
TO 2001 ASSEMBLY BILL 579

October 30, 2001 — Offered by Representatives GROTHMAN and ZIEGELBAUER.

560.31 (2) (b) The At the time of application and on the date on which the person

.

is certified, the person has a net worth;-at-the time of applieation; of at least $500,000
and has at least $500,000 in cash, cash equivalents, and marketable securities.%/

_ 3. Page-3-line 1: delete “S 2 i « 2 N

S g _
&gEETION Agﬁ 560.32 (4) of the statutes is created to read:
560.32 (4) PROHIBITION ON RETURNING INITIAL INVESTMENTS. (a) Except as

provided in par. (b), a person that is certified as a certified capital company under s.

Y
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1 560.31 may not return to investors investments that were made in the certified
2 capital company prior to its ceftiﬁcation for the purpose of enabling the person to
3 meet the requirements under s. 560.31 (2) (b). | |

4 (b) Paragraph (a) does not apply to an investment made in a certified capital

5 company prior to its ccrtification if compliance with par. (a) would impair any

provision of a contract between the certified capital company and the investor that

e
(o2}

7 was entered into before  the effective date of this paragraph .... [revisor inserts date] %

8 : " (END)
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ASSEMBLY AMENDMENT 13,
TO 2001 ASSEMBLY BILL 579

Oclober 30, 2001 — Offered by Representative WARD.

1 At the locations indicated, amend the bill as follows:
2 «—Page 5, line 16: after that line insert:
A £
7 CSECTION I Fitialr appHeapity: <——X

(1) Dhisaetfirst/applies to credits claimed on July 1, 2003.%\ o
— ew T

Tho At of saclion 30D (W (D, BE), 5603 13 ) ),
D 5032 (NCD 2. B (W A ad (1) f M ALk

W./




