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y 'I‘Vl_,a.rchant, Robert

‘From: ' Shepherd, Jeremey

Sent: i Tuesday, September 30, 2003 4:54 PM

To: Marchant, Robert; Kreye, Joseph; Shovers, Marc

Cc: Reinhardt, Rob; Russell, Faith; Shanovich, Ron; Rosenak, Mary Jan; ‘Terry Grosenheider'
Subject: SB 261/AB 538 fiscal bureau changes

Rob Marchant, Joe Kreye and Marc Shovers:

After meeting with Legislative Fiscal Bureau regarding SB 261/AB 538, below are drafting

instructions for a substitute amendment to SB 261/AB 538 - Qualified New Business
Ventures:

7 1.) We need language that says the investment must be held for one year and if it is not,
‘the claimant must add the credit back to his or her taxes in the following year OR have
sope other pavback type of mechanism.
ﬁf? Limit the "qualifying businesses® to corporations (C-corps, S-corps and LLC's)

7 3.) Specify that investments excluded under "trade" to mean wholesale and retail trade

; /) Eliminate transportation and construction from being able to receive the investments

Oon page 12, line 6 - replace the language " ..commits to make equity investments in
businesses..." WITH "...commits to make a four-year rolling average of 50% of their
equity investments in businesses..." .

7 6.) Limit the credit to "direct equity investments in qualified businesses" so mutual

funds cannot be started or bank loans or other debt financing would not be eligible.

Please feel free to cp@ﬁaﬁhlbééisiéﬁiﬁe Fiscal Bureau, Sen. Kanavas, Rep. Nischke or Terry
Grosenheider with any questions, comments or concerns on this legislation..

Thanks!
Jeremey Shepherd -

Office of Senator Ted Kanavas
266-9174

%( Al/}o /ww( ) aﬂsm/@ A 56.,2&./
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lShovers, Marc

From: Shepherd, Jeremey

Sent: » Tuesday, September 30, 2003 4:54 PM

To: Marchant, Robert; Kreye, Joseph; Shovers, Marc

Ce: Reinhardt, Rob; Russell, Faith; Shanovich, Ron; Rosenak, Mary Jan; 'Terry Grosenhelder
Subject: SB 261/AB 538 fiscal bureau changes

Rob Maréhant, Joe Kreye and Marc Shovers:

After meeting with Legislative Fiscal Bureau regarding SB 261/AB 538, below are drafting
instructions for a substitute amendment to SB 261/AB 538 - Qualified New Business
Ventures:

1.) We need language that says the investment must be held for one year and if it is not,
the claimant must add the credit back to his or her taxes in the follow1ng year OR have
some other payback type of mechanism.

2.) Limit the "qualifying businesses" to corporations (C-corps, S-corps and LLC's)

3.) Specify that investments excluded under "trade" to mean wholesale and retail trade
4.) Eliminate transportation and construction from being able to receive the investments
5.) On page 12, line 6 - replace the language "...commits to make equity investments in
businesses..." WITH "...commits to make a four-year rolling average of 50% of their
equity 1nvestments in businesses.

6.) Limit the credit to "direct equlty investments in qualified businesses" so mutual
funds cannot be started or bank loans or other debt financing would not be eligible.

Please feel free to contact Legislative Fiscal Bureau, Sen. Kanavas, Rep. Nischke or Terry
Grosenheider with any questions, comments or concerns on this legislation.

Thanks!

Jeremey Shepherd
Office of Senator Ted Kanavas
266-9174
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' 2003 SENATE BILL 261

September 24, 2003 - Introduced by Senators KANAVAS, STEPP,
BRrOWN, WELCH, ZIEN, LAssA and ROESSLER, cosponsore
NISCHKE, McCORMICK, LADWIG, MUSSER, MONTGO

p—

AN ACT to amend71.05 () (2 15., 71.21 (4), 71.26 (2) (a), 71.34 (1) (), 71.45 (2)
(a) 10. and 77.92 (4);énd to create 71.05 (24), 71.07 (5d), 71.10 (4) (gx), 71.28

(5d), 71.30 (3) (eop), 71.47 (5d), 71.49 (1) (eop) and 560.03 (24) to (27) of the
statutes; relating to: creating a qualified new business venture tax credit and
a capital gains tax exemption regarding investments in certified venture
capital funds and qualified new business ventures, requiring a study ’of new

Wisconsin businesses, facilitating the development of certain investor

00 ~ O U1 & W N

networks, and granting rule-making authority. AN
/—-——\

N o

substitute admendment

Analysis by the Legislative Reference Bureau,

s creates an income and franchise tax credit for investments in a new
businesSvegture that has its headquarters and the majority of its employees in this
state. The requires a business desiring certification as a new business venture
for purposes of this tax credit to apply to the Department of Commerce. {The amouz
of the tax credit is equal to 20 percent of the taxpayer’s investment in a new business
venture in the taxable year, except that if the taxpayer’s investment exceeds
$100,000 in the taxable year the taxpayer may claim 20 percent of $100,000 plus ten -
percent of the amount of the investment that exceeds $100,000. In addition, if the
taxpayer is a broker—dealer, the taxpayer may claim a tax credit in amount equal to

— € Tt o
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ten percent of the first $500,000 raised in an offering of a new business venture in
the taxable year. Under current law, a broker—dealer is, generally, any person
d in the business of effecting transactions in securities.

\e% also requires the Department of Commerce, in cooperation with the
Department of Financial Institutions and the University of Wisconsin System, to
annually conduct and publish the results of a study of Wisconsin businesses to
determine new business formation trends and identify obstacles faced by new
\_Wisconsin businesses and \'\ i rnmental policy may satisfy
| the needs of new Wisconsin businesses. In addition, the@requires the Department

of Commerce, in cooperation with the Department of Financial Institutions and the
University of Wisconsin System, to provide education and other support to facilitate
the development of networks of investors that review new businesses or proposed
new businesses for potential investment (commonly called “angel capital networks”).

Under current law, there is an income tax exclusion for individuals and
tax-option corporations for 60 percent of the net capital gains realized from the sale
of assets held for at least one year. ,

Under ﬂﬂ?@, an individual; an individual partner or member. of a

partnership, limited liability company, or limited liability partnership; or an
individual shareholder of a tax—option corporation (claimant) may elect to defer the
payment of income taxes on the gain realized from the sale of any asset held more
than one year, to the extent that the gain is not already excluded from taxation, or
any asset that is an investment in a venture capital fund (original asset), if the
claimant completes a number of requirements.
- Under the@, the claimant must place the gain from the original asset in a
segregated account in a financial institution, purchase another capital asset that is
an investment in a venture capital fund or in a qualified new business venture
(replacement asset) within 90 days after the sale of the original asset that generated
the gain, and notify the Department of Revenue (DOR) on a form prepared by DOR
that the claimant is deferring the payment of income tax on the gain from the original
asset because the proceeds have been reinvested. The cost of the replacement asset
must be equal to or greater than the gain generated by the sale of the original asset.
‘___TI'E%) also specifies that the basis of the replacement asset shall be its cost
minus the gain generated by the sale of the original asset. If a claimant defers the
payment of income taxes on the gain generated by the sale of the original asset, the
claimant may not use that gain to net the claimant’s gains and losses as the claimant
could do if the claimant did not elect to defer the payment of taxes on the gain.

Under this‘@, the Department of Commerce must promulgate - rules
establishing a procedure for certifying venture capital funds for purposes of the
capital gains tax exemption described above. A venture capital fund may obtain a
certification only if the venture capital fund is a private seed and venture capital
partnership or entity fund, the venture capital fund has its principal place_of
business in Wisconsin, and the venture capital fund commits to make equit.
- Investments in businesses located in Wisconsin. The?@ requires the Departmen

of Commerce, upon request of any person, to issue a written notice indicating
whether a venture capital fund is certified. Each such notice that indicates a venture
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capital fund is certified must include the following statement: “THE WISCONSIN
DEPARTMENT OF COMMERCE HAS NOT RECOMMENDED OR APPROVED AN INVESTMENT IN THIS
VENTURE CAPITAL FUND OR ASSESSED THE MERITS OR RISKS OF SUCH AN INVESTMENT.
- INVESTORS SHOULD RELY SOLELY ON THEIR OWN INVESTIGATION AND ANALYSIS AND SEEK
INVESTMENT, FINANCIAL, LEGAL, AND TAX ADVICE BEFORE MAKING THEIR OWN DECISION
REGARDING INVESTMENT IN THIS ENTERPRISE. malso requires the Department of
Commerce, upon issuing or discontinuing a certification, to notify DOR and give

DOR a copy of the certification or discontinuance. A

ap endixto this bill;

The people of the state of Wfsconsin, represented in senate and assembly, do
enact as follows:
SECTION 1. 71.05 (6) (a) 15. of the statutes is amended to read: v
71.05 (6) (a) 15. The amount of thé credits computed under s. 71.07 (2dd), (2de),

(2di), (2dj) (ZdL) (de) (2dr) (2ds), (2dx), (3g) and (38L_§gd_(5_dl and not passed

through by a: partnership, limited liability company, or tax—option cdrporation that

has added that amount to the partnership's, company S, or tax—option corporation’s
income under s. 71.21 (4) or 71.34 (1) (g).

SECTION 2. 71.05 (24) of the statutes is created to read:
71.05 (24) INCOME TAX DEFERRAL; INVESTMENTS IN CERTAIN VENTURE CAPITAL FUNDS
AND QUALIFIED NEW BUSINESS VENTURES. (a) In this subsection:
1. “Claimant” means an individual; an individual partner or member of a
partnership, limited liability company, or limited liability partnership; or an
individual shareholder of a tax-option corporation.
2. “Financial instifution" has the meaning given in s. 69.30|(1) (b).

3. “Long-term capital gain” means the gain realized from the sale of any asset

held more than one year.
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(b) To the extent that the gains are not excluded from taxation under sub. (5)]
(b) 9., a claimant may subtract from federal adjusted gross income any amount of a
long-term capital gain, or any gain realized from the sale of an asset that is an
invesfment ina Qualiﬁed new business venture that is certified under s. 560.03 (26)
or a venture capital fund that is certified under s. 560.03 (27), if the claimant does
all of the following:

1. Immediately deposits the gain in a segregated account in a financial
institution.

2. Within 90 days after the sale of the asset that generated the gain, purchases
another capital asset, .which is an investment in a qualified new business venture
that is certified under s. 560.03 (26) or a venture capital fund that is certified under
s. 560.03 (27), of equal or greater value using all of the proceeds in the account
described under subd. 1.

3. After purchasing a capital asset as described under subd. 2., immediately
notifies the department, on a form prepared by the department, that the claimant
will not declare on the claimant’s income tax return the gain described under subd.
1. because the claimanf has reinvested the capital gain as described under subd. 2.

() The basis of the purchased capital asset described in par. (b) 2. shall be
calculated by subtracting the gain described in par. (b) 1. from the cost of the
purchased asset described in par. (b) 2.

(d) If a claimant defers the payment of income taxes on a capital gain under this
subsection, the claimant may not use the gain described under par. (b) 1. to net
capital gains and losses, as described under sub. (10) (c).

SECTION 3. 71.07 (5d) of the statutes is created to read:

71.07 (5d) QUALIFIED NEW BUSINESS VENTURE CREDIT. (@) In this subsection:
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1 1. “Broker-dealer” has the meaning given in s. 551.02 (3).

2. “Claimant” means a person who files a claim under this subsection.

v

3. “Qualified new business venture” means a business that is certified under \ 08

s. 560.03 (26). ' 5»/’

(b) Subject to the limitations provided in this subsection and in s. 560.03 (26),

2
3
4
5
6 a claimant may claim as a credit against the tax imposed under s. 71.02/up to the '
7 amount of those taxes, any of the following: W i ,\:4»193‘ W
@ 1. An amount equal to 20 percent of the claimant’fﬁnvestmentﬁn a qualified
9 new business venture in the taxable year, except that if the claimant’s investment
10 exc.eeds‘ $100,000 in the taxable year the claimant may claim 20 perceht of $100,000
11 plus 10 percent of the amount of the investment that exceeds $100,000.
12 2. If the claimant is a broker—dealer, an amount equal to 10 percent of the first

@ $500,000 raised in an offering of a qualified new business venture in the taxable year..

14 (9 The carry—over provisions of s. 71.28 (4) () and (f), as they apply to the credit

15  unders. 71.28 (4), apply to the credit under this subsection.

16 : (d) Partnerships, limited liability companies, and tax—optioh corporations may

17 not claim the credit under this subsection, but the eligibility for, and the amount of,

18 the credit are based on the amounts described under par. (b) tha}t are attributable to

19 their business operations. A partnership, limited liability company, or tax—option

20 corporation shall compute the amount of credit that each of its partners, members,

21 or shareholders may claim and shall provide that information to each of them.

22 Partners, members of limited liability companies, and shareholders of tax—option )

corporations may claim the credit in proportion to their ownership interest.

(€) Section 71.28 (4) (g) and (h), as it applies to the credit under s. 71.28 (4), Wy
applies to the credit under this subsection. v/ Mh ;
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/ SECTION 4
. 71.10 (4) (gx) of the statutes is created to read:

71.10 (4) (gx) Qualified new business venture credit under s. 71.07 (5d).

SECTION 5. 71.21 (4) of the statutes is amended to read: _

71.21 (4) Credits computed by a partnership under s. 71.07 (2dd), (2de), (2di),
(2dj), (2dL), (2dm), (2ds), (2dx), (3g), and (3s)._and (5d) and passed through to
partners shall be added to the partnership’s income.

SECTION 6. 71.26 (2) (a) of the statutes is amended to read:

71.26 (2) (@) Corporations 1n general. The “net income” of a corporation means
the gross income as computed under the Internal Revenue Code as modified under
sub. (3) minus the amount of recapture under s. 71.28 (1di) plus the amount of credit
computed under s. 71.28 (1), (3), (4), and (5) plus the amount of the credit computed
under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), énd (3g)..and (5d)
and not passed through by a partnership, limited liability company, o;' tax—option
corporation that has .addeyd that amount to the partnership’s, limited liability
company’s, or tax—option corporation’s income under s. 71.21 (4) or 71.34 (1) (g) plus
the amount of losses from the sale or other disposition of assets the gain from which
would be wholly exempt income, as defined in sub. (3) (L), if the assets were sold or
otherwise disposed of at a gain and minus deductions, as computed under the
Internal Revenue Code as modified under sub. (3), plus or minus, as appropriate, an
amount equal to the difference between the federal basis and Wisconsin basis of any
asset sold, exchanged, abandoned, or otherwise disposed of in a taxable fransaction
during the taxable year, except as provided in par. (b) and s. 71.45 (2) and (5).

SECTION 7. 71.28 (5d) of the statutes is created to read: |

71.28 (5d) QUALIFIED NEW BUSINESS VENTURE CREDIT. (a) In this subsection:

1. “Broker—dealer” has the meaning given in s. 551.02 (3).
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1 2. “Claimant” means a person who files a claim under this subsection.

3. “Qualified new business venture” means a business that is certified under

s. 560.03 (26).

2
3
4 (b) Subject to the limitations provided in 'this‘subsection and in s. 560.03 (26),
5 a claimant may claim as a credit against the tax imposed under s. 71.23, up to the
6

amount of those taxes, any of the following: i : jmfﬁe- W

@ 1. An amount equal to 20 percent of the claimant’s}/investment)in a qualified
8
9

new business venture in the taxable year, except that if the claimant’s investment
exceeds $100,000 in the taxable year the claimant may claim ZOApercent of $100,000
10 plus »10'percent of the amount of the investment that exceeds $100,000.

2. If the claimant is a broker-dealer, an amount equal to 10 percent of the first
$500,000 raised in an offering of a qualified new business venture in the taxable year.

(© The carry—-over provisions of sub. (4) (e) and(f), as they apply to the credit
under sub. (4), apply to the credit under this subsection. ‘

(d) Partnerships, limited liability co»mpanieé, 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 the amounts described under par. (b) that are attributable to
their business operations. 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) Subsection (4) (g) and (h), as it aﬁplies to the credit under sub. (4), applies b
A 24 to the credit under this subsection.

& 25 SECTION 8. 71.30 (3) (eop) of the statutes is created to read: - .
L[m WMW%V ' &W{,@OW&MMUMW; )/44
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71.30 (3) (eop) Qualified new business venture credit under s. 71.28 (5d). -

SECTION 9. 71.34 (1) (g) of the statutes is amended to read:

71.34 (1) (@ An addition shall be made for credits computed by a tax—opt10n
corporation under s. 71.28 (1dd), (1de), (ldl) (1dj), (1dL), (1dm), (1ds), (1dx), (3), and
(3g)..and (5d) and passed through to shareholders.

SEcTION 10. 71.45 (2) (a) 10. of the statutes is amended to read:

71.45 (2) (a)/ 10. By adding to federal taxable income the amount of credit
computed under s.. 71.47 (1dd) to (1dx) and (5d) and not passed through by a
partnership, limited liability company or tax-option corporation thaf has added that
amount to the partnership's, limited liability company’s or tax—option corporation’s
income under s. 71.21 (4) or 71.34 (1) (g) and the amount of credit computed under
. 7147 (1), (3, () and (5).

SECTION 11. 71.47 (5d) of the statutes is created to read:

71.47 (5d) QUALIFIED NEW BUSINESS VENTURE CREDIT. (a) In this subsection:

1. “Broker—dealer” has the meaning given in s. 551.02 (3).

2. “Claimant” means a person who files a claim under this subsection.

3. “Qualified new business venture” means :; business that is certified under
s. 560.03 (26).

(b) Subject to the limitations provided in this subsection and in s. 560.03 (26),
a claimant may claim as a credit against the tax imposed under s. 71. 43, up to the
amount of those taxes, any of the following: W ool W

1. An amount equal to 20 percent of the claimant’%nvestmen{ in a qualified
new business venture in the taxable year, except that if the claimant’s investment
exceeds $100,000 in the taxable year the claimant may claim 20 percent of $100,000

Plus 10 percent of the amount of the investment that exceeds $100,000.
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2. If the claimant is a broker—dealer, an amount equal to 10 percent of the first
$500,000 raised in an offering of a qualified new business venture in the taxable year.

(é) The carry-over provisions of s. 71.28 (4) (e) and (f), as they apply to the credit
under s. 71.28 (4), apply to the credit under this subsection.

(d) Partnerships, limited liability companies, and tax—option corporations may |
not claim the credit under this subsection, buf the eligibility for, and the amount of,
the cré‘dit are based on the amounts described ﬁnder par. (b) that are attributable to
their business operations. A partnership, limited liability company, or tax—option
corporatioﬁ 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.

(€) Section 71.28 (4) (g) and (h), as it applies to the credit under s. 71.28 @,
applies to the credit under this subsection. ‘ '

SECTION 12. 71.49 (1) (eop) of the statutes is created to read:

71.49.(1) (eop) Qualified new business venture credit under s. 71.47 (5d).

SECTION 13. 77.92 (4) of the statutes is amended to read:

77.92 (4) “Net business income”, with respect to a partnership, means taxable
income as calculated uhder section 703 of the Internal Revenue Code; plus the items
of income and gain under section 702 of the Internal Revenue Code, including taxable
state and municipal bond interest and excluding nontaxable interest income or
dividend income from federal government obligations; minus the items of loss and
deduction under section 702 of the Internal Revenue Code, except items that are not

deductible unders. 71.21; plus guaranteed payments to partners under section 707

tuntiloma it A vtk o Sotmord” Loce &

MWMWWM( )

(c) of the Internal Revenue Code; plus the credits claimed undmm (2dd),/(2de); 0
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SENATE BILL 261 SECTION 13

(2di), (2dj), (2dL), (2dm), (2dp), (2ds), (2dx), and (3g), and (3s)._and (5d); and plus or
minus, as appropriate, transitional adjustments, depreciation differences, and basis
differences under s. 71.05 (13), (15), (16), (17), and (19); but excluding income, gain,
loss, and deductions from farming. “Net business income”, with respect to a natural
person, estate, or trust, means profit from a trade or business for federal income tax _
purposes and includes net income derived as an employee as defined in section 3121
(d) (3) of the Internal Revenue Code.
| SECTION 14. 560.03 (24) to (27) of the statutes are created to read:

560.03 (24) In cooperation with the department of financial institutions and
the Board of Regents of the University of Wisconsin System, annually conduct and
publish the reéults of a study of Wisconsin businesées to determine new business
formation trends and identify obstacles faced by new Wisconsin businesses and areas
where changes in governmental policy may satisfy the needs of new Wisconsin

businesses. As part of the study, the department of commerce shall conduct a survey

" of Wisconsin businesses.

(25) In cooperation with the department of financial institutions énd the Board
of Regents of the University of Wisconsin System, provide education and other
support to facilitate the development networks of investors that review new
businesses or proposed new businesses for potential investment.

(26) Certify businesses és qualified new business ventures for éurposeé of ss. '
71.07 (5d), 71.28 (5d), and 71.47 (5d). The department shall promulgate rules for the
administration of this subsection. ; The rules shall require a business desiring
certification to submit an application to the department. The department shall
maintain a list of businesses certified under this subsecﬁon and shall permii: public

access to the list through the department’s Internet website. The department shall
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SENATE BILL 261 Section 14
notify the department of revenue of every business certified under this subsection
and the date on which any such business is decertified. A business may be certified

under this subsection, and may maintain such certification, only if the business

satisfies all of the following conditions:
(@) It has its headquarters in this state.

(b) Atleast 51 percent of the employees employed by the business are employed

in this state.
© Itsv average annual net income for each of the 2 taxable years immediately
preceding the taxable year for which a credit is claimed does not exceed $20,000,000.
(d) It's net worth in the taxable year for which a credit is claimed does not

exceed $75,000,000.

(e) It is not engaged predominantly in providing professional services by
accountants, lawyers, or physicians. N‘/\MW Z ,

(® It is not engaged predominantly inj/trade or in the leisure and hospitality
industry. ‘

(@ Itisnot engagéd in banking or lending or in developing real estate for resale.

(h) It does not make loans to, or investments in, certified capital companies, as
defined in s. 560.30 (2).

(i) It has been in operation in this state for at least 3 consecutive years but not
more than 10 consecutive years. |

(27)' Certify venture capital funds as follows:

(@ The department shall promulgate rules establishing a procedure for the

department to certify venture capital funds for purposes of the capital gains tax

exemption under s. 71.05 (24). The rules shall do all of the following:

(3 ) I}is o Cor(‘of‘»’ko"m ~
K) I+ M‘"g—; %,% (" Hs;nma ‘I‘h-\‘,{brk.‘ﬁo(/\

or Lo :f_',)
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1. Require a venture capital fund that desires to obtain a certification to file an
application with the department. |

2. Permit a venture capital fund to obtain a certification only if the venture
capital fund is a pnvate seed and venture capital partnership or entity fund, the
venture capital fund has its principal place of business in Wisconsin and the venture

capital fund commits to equity investments in businesses, as described under

sub. (26), that are located in Wisconsin.

3. Require an applicant for certification or a certified venture capital fund to

-12- LRB-3266/3
JK/MES/RIM:kmg&ijld:pg

provide the department with any information the department determines is

hecessary to ensure eligibility for certification and compliance with th1s subséction
and rules promulgated under this subsection.

(b) Upon request of any person, the department shall issue a written notice
indicating whether a vénture capital fund is certified under this subsection for
purposes of the capital gains tax exemption under s. 71.05 (24). Each notice under
this paragraph that indicates a venture capital fund is certified shall include the
folloWing statement: “THE WISCONSIN DEPARTMENT OF COMMERCE HAS NOT
RECOMMENDED OR APPROVED AN INVESTMENT IN THIS VENTURE CAPITAL FUND OR ASSESSED
THE MERITS OR RISKS OF SUCH AN INVESTMENT. INVESTORS SHOULD. RELY SOLELY ON THEIR
OWN INVESTIGATION AND ANALYSIS AND SEEK INVESTMENT, FINANCIAL, LEGAL, AND TAX

ADVICE BEFORE MAKING THEIR OWN DECISION REGARDING INVESTMENT IN THIS ENTERPRISE.”

() Upon the issuance or discontinuance of a certification, the department of .

commerce shall notify the department of revenue and provide the department of
revenue a copy of the certification or discontinuance.

SECTION 15. Nonstatutory provisions.
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(1) RuLEs. The department of commerce shall submit in proposed form the rules
required under section 560.03 (26) and (27) of the statutes, as created by this act, to
the legislative council staff under section 227.15 (1) of the statutes no later than the
first day of the 6th month beginning after the effective date of this subsection.

SECTION 16. Initial applicability. _ 703/ ,)} v
QUALIFIED NEW BUSINESS VENTURE CREDIT. The treatment of sections 71.05
(6) (a) 15., 71.07 (5d),y71.10 (4) (gx), 71.21 (4), 71.26 (2) (a), 71.28 (5d), 71.30 (3) (eop),
71.34 (1) (g). 71.45 (2) (a) 10., 71.47/(5d), 7‘1.49 (1) (eop), and 77.92 (4) of the statutes

" first applies to taxable years beginning on January 1, 2006.

‘(2) INCOME TAX DEFERRAL. The treatment of section 71.05 (24) of the statutes
first applies to taxable years beginning on J anuary 1, 2006.
o SECTION 17. Effective dates. This act takes effect on July 1, 2004, except as
follows:

(1) RULEs. SECTION 15 (1) of this act takes effect on the day after publicatidn.

(END)




l/ |
Section #. 71.08 (1) (intro.) of the statutes is amended to read:

o
(54

—"’/9/

71.08(1) IvposrTION. (intro.) If the tax imposed on a natural person, married couple filing jointly,

trust or estate under s. 71.02, not considering the crédits under ss. 71.07 (1), (2dd), (2de), (2di), (2d;),
»——7 (2dL), (2dr), (2ds), (2dx), (2£d), (3m), (35),\(6), (6s); and (9e), 71.28 (1dd), (1de), (1di), (1dj), (1dL),
(1ds), (1dx), (1fd), (2m) and (3) and 71.47 (1dd), (1de), (1di), (1dj), (1dL), (1ds), (1dx), (1fd), (2m)
and-(3) and subchs. VIII and IX and payments to dther states under s. 71.07 (7), is less than the tax

under-this section, there is imposed on that natural person, married couple filing jointly, trust or

estate, instead of the tax under s. 71.02, an alternative minimum tax computed as follows:

( NOTE Sub. (1) (intro.) is shown as amended eff. 7-30-02 by 2001 Wis. Act 109. However, the treatment-by-2002 =

Wis. Act 109 was held"to-he unconstitutional and void by the United States District Court for the Western-Pistrict
of Wisconsin in Wisconsin Realtors Assec, y. Ponto, Case # 02-C—-424-C. Prior to 736

(1) IMPOSITION. If the tax imposed on a natural perSon,.ma
§. 71.02, not considering the credits under ss. 71.0 , (2dd), (2de),
(3m), (3s), (6), and (9e), 71.28 (1dd), ¢tde), (1di), (1dj), (1dL), (1ds), (1dx), (1fd), (2m) and (3) and 71.47 (1dd),

(1de), (1di), (;dj), (1dL), (1dS), (1dx), (1fd), (2m) and (3)‘and subchs. VIII and IX and phym nts to other states

unger s. 71.07 (7),iS less than the tax under this section, there is imposed on that natural person, married puple

iling joipHy, trust or estate, instead of the tax unde 02,-an alternative minimum tax computed as follows:

istary: 2. 109. 1987 2. 312, 411; 1989 a. 31; 1991 a. 39; 1995 a. 27, 209; 1997 a. 27, 237; 1999 a. 9; 2001 a. 109.
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Shovers, Marc

From: Shepherd, Jeremey

Sent: Friday, October 17, 2003 11:39 AM

To: Kreye, Joseph; Marchant, Robert; Shovers, Marc

Cc: : ‘terrywg1 @mac.com'

Subject: RE: FW: LRB 0350200 Topic: SSA (qualified new business venture tax cr edit, certified

venture capital funds, etc.) to SB-261 (same)

Marc,

It's a go on the 100% exclusion.

----- Original Message-----

From: Shepherd, Jeremey

Sent: Friday, October 17, 2003 10:26 AM

To: Kreye, Joseph; Marchant, Robert; Shovers, Marc
Cc: 'terrywgl@mac.com'

Subject: FW: FW: LRB 03s0200 Topic: SSA (qualified new business venture
tax cr edit, certified venture capital funds, etc.) to SB-261 (same)

Marc,

I just wanted to make sure Terry's concerns (below) were addressed in the bill...

Joe,

1.) Page 13, line 4 —.we~heed to remove Ehe:wordsAFat least 3 consecutive years but"

2.) Page 13, line 7 - this should read: "It is not engaged in transportation or
construction” . .

Would we be able to set up a conference call today with Terry to make sure we're all on
the same page?

————— Original Message-----

From: Terry Grosenheider [mailto:terrywgl@mac.com]
Sent: Thursday, October 16, 2003 9:33 PM

To: Shepherd, Jeremey

Subject: Re: FW: LRB 0350200 Topic: SSA (qualified new business venture
tax cr edit, certified venture capital funds, etc.) to SB-261 (same)

Also Jeremey there is no capital gains tax preference for ONBV. If
someone takes their gains out, they should be permitted a preference
for having invested in a QNBV. If we don't want to make it a 100%
exclusion, then set it at 80%. 80% is more preferable than Wisconsin's
existing 60% exclusion and therefore more of an incentive for an
investor to invest in the ONBV.

Many Thanks Jeremey.

Terry

PS: How did you finish in the marathon?

On Thursday, October 16, 2003, at 04:33 PM, Shepherd, Jeremey wrote:

> here it is




>>  ————e Original Message-----

>> From: Barman, Mike

>> Sent: Thursday, October 16, 2003 2:50 PM
>> To: Sen.Kanavas

>> Subject: LRB 0350200 Topic: SSA (qualified new business venture tax
>> credit, certified venture capital funds, etc.) to SB-261 (same)

>>

>> The attached proposal has been jacketed for introduction.
>>

>> A copy has also been sent to:

>> :

>> <<0200>>
> <03s02001.pdf>
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SENATE SUBSTITUTE AMENDMENT ,
TO 2003 SENATE BILL 261

(1) (g), 71.45 (2) (a) 10. and §7.92 (4); and Zo create 71.05 (24), 71.07 (5d), 71.10

(4) (gx), 71.28 (5d), 71.30 (3) (éop), 71.47 (5d), 71.49 (1) (eop) and 560.08 (24) to _

(27) of the statutes; relating to: creating a qualified new business venture tax
intrtasingthe . exclusion ‘

credit and u/capital gains paptien{regarding investments in certified

venture capital funds and qualified new business ventures, requiring a study

of new Wiséonsin businesses, facilitating the de§elopment of certain investor

networks, and grénting rule-making authority.

Analysis by the Legislative Reference Bureau

This substitute amendment creates an income and franchise tax credit for
investments in a new business venture that has its headquarters and the majority
of its employees in this state. The substitute amendment requires a business
desiring certification as a new business venture for purposes of this tax credit to
apply to the Department of Commerce. To obtain certification, the business must be
a corporation or limited liability company, must not be engaged in the transportation
or construction business, and must satisfy certain other criteria. The amount of the
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tax credit is equal to 20 percent of the taxpayer’s investment in a new business
venture in the taxable year, except that if the taxpayer’s investment exceeds
$100,000 in the taxable year the taxpayer may claim 20 percent of $100,000 plus ten
percent of the amount of the investment that exceeds $100,000. In addition, if the
taxpayer is a broker—dealer, the taxpayer may claim a tax credit in amount equal to
ten percent of the first $500,000 raised in an offering of a new business venture in
the taxable year. Under current law, a broker—dealer is, generally, any person
engaged in the business of effecting transactions in securities.

This substitute amendment also requires the Department of Commerce, in
cooperation with the Department of Financial Institutions and the University of
Wisconsin System, to annually conduct and publish the results of a study of
Wisconsin businesses to determine new business formation trends and identify
obstacles faced by new Wisconsin businesses and areas where changes in -
governmental policy may satisfy the needs of new Wisconsin businesses. In addition,
the substitute amendment requires the Department of Commerce, in cooperation
with the Department of Financial Institutions and the University of Wisconsin
System, to provide education and other support to facilitate the development of
networks of investors that review new businesses or proposed new businesses for
potential investment (commonly called “angel capital networks”). '

Under current law, there is an income tax exclusion for individuals and
“tax—option corporations for 60 percent of the net capital gains realized from the sale

of assets held for at least one year. f:W;\“‘J;o:;} ‘X“ i ¢ ‘Y-.p(««_ 0 m -;4 r o ba 3,,
a HRAVIAB4l1, an 1no 1let—Pad E DF
peompapy; or limited liability ;

than-ene yeqy¥ the extt t‘th gain is not already éxcluded from mﬁm,ﬁ”

/lany\assgt\thatja an investment in aﬁéﬁ‘%ﬁ;‘%‘&pital fund /1 ,,,;,‘? ' iEthe, /4

dlairnant eompletes € vyt ber o pequirementa=> Cvbified e Lus,'hl—g: veyoie: o
Jnder-the substituto-amendment.-the-e AT -must-prace-the-g ain-frerm=thi lrsx-,_ ’

originalesset in a segregated account in a financial institution, purchase another

capital asset tlatig an investment in a venture capital fund or in a qualified new

business venture (replreement asset) within 90 days after the sale of the grigiral
asset that generated the gaifiyand notify the Department of Reve ) DOR) on a
form prepared by DOR that the claitant is deferring the paymerif of income tax on
the gain from the original asset because the'proceeds have-been reinvested. The cost
of the replacement asset must be equal to or greatef than the gain generated by the
sale of the original asset. :

The substitute amendment specifies that the basig of the replacement
asset shall be its cost min e gain generated by the sale of the~egiginal asset. If
a claimant defers yment of income taxes on the gain generated Bythe sale of
the claimant may not use that gain to net the claimant’s gaihs-gnd
- losses e claimant could do if the claimant did not elect to defer the payment of

taxes on the gain. J

~
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Under this substitute amendment, the Department of Commerce must
promulgate rules establishing a procedure for certifying venture capital funds for
purposes. of the capital gains tax exemption described above. A venture capital fund
may obtain a certification only if the venture capital fund is a private seed and
venture capital partnership or entity fund, the venture capital fund has its principal
place of business in Wisconsin, and the venture capital fund commits to maintain an
average of 50 percent of its equity investments in businesses located in Wisconsin.
The substitute amendment requires the Department of Commerce, upon request of
any person, to issue a written notice indicating whether a venture capital fund is
certified. Each such notice that indicates a venture capital fund is certified must
include the following statement: “THE WiSCONSIN DEPARTMENT OF COMMERCE HAS NOT
RECOMMENDED OR APPROVED AN INVESTMENT IN THIS VENTURE CAPITAL FUND OR ASSESSED
THE MERITS OR RISKS OF SUCH AN INVESTMENT. INVESTORS SHOULD RELY SOLELY ON THEIR
OWN INVESTIGATION AND ANALYSIS AND SEEK INVESTMENT, FINANCIAL, LEGAL, AND TAX
ADVICE BEFORE MAKING THEIR OWN DECISION REGARDING INVESTMENT IN THIS ENTERPRISE.”
The substitute amendment also requires the Department of Commerce, upon issuing

or discontinuing a certification, to notify DOR and give DOR a copy of the
certification or discontinuance.

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

SECTIbN 1. 71.05 (6) (a) 15. of the statutes is amended to read:

71.05 (6) (a) 15. The amount of the credits computed under s. 71.07 (2dd), (2de),
(2di), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), (3g), and (3s), and (5d) and not passed
through by a partnership, limited liability company, or tax—option corporation that
has added that amount to the partnership’s, company’s, or tax—option corporation’s
income under s. 71.21 (4) or 71.34 (1) (g).

C , .
SECTION 2 5@6;}0 e

partnership, limited lia

individual shareholde
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M@mwm,gmmm]gmn feahzed from the sale of an asset that is an

investment in a qualified new business venture that is certified under s. 560.03 (26)
’ 4
or a venture capital fund that is certified under s. 560.03 (27/)[A{jbe\glgimt_dees\

deposits-the-gain—in-a—segrepated account in a Tinancis

2. Within 90 days after the sale of the asset that generated the gain, pprchases
another capital asset, whivk 1s an investment in a qualified new bysfhess venture
that is certified under 8. 560.03 (2) or a venture capital fund #Ha t is certified under
8. 560.03 (27), of equal or greater va ‘u.sing all ¢ the proceeds in the account
described under subd. 1.

3. After purchasing a capital assgt’as describd under subd. 2., immediately

notifies the department, on a foprf prepared by the department, that the claimant

’ will not declare on the clgiffiant’s income tax return the gain described under subd.
| 1. because the claipeént has reinvested the capital gain as described und > subd. 2.
(c) TheXasis of the purchaeed capital asset described in par. (b) 2. shal be
calculgt€d by subtracting the gain described in par. (b) 1. &om the cost of the

ppfchased asset deseribed in par. (b) 2.

\_ -
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SECTION 3. 71.07 v(5d) of the statutes is created to read:

71.07 (5d) QUALIFIED NEW BUSINESS VENTURE CREDIT. (a) In tﬁis subsection:

1. “Broker—dealer” has the meaning given in 5. 551.02 (3). _ |

2. “Claimant” means a person who files a claim under this subsection.

3. “Qualiﬁed new business venture” means a business that is certified under
8. 560.03 (26).

- (b) Subject to the limitations provided in this subsection and in s. 560.03 (26),
a claimant may claim as a credit against the‘tax 1mposed under s. 71.02 or 71.08, up
to the amount of those taxes, any of the following: _

1. An amount equal to 20 percent of the claimant’s equity investment made
directly in a qualified new business venture in the taxable year, except that if the
claJmant investment exceeds $100 000 in the taxable year the claimant may claim
20 percent of $100,000 plus 10 percent of the amount of the investment that exceeds
$100,000. »

2. Ifthe claimant is a broker—dealer, an amount equal to 10 percent of the first
$500,000 raised in an offering of a qualified new business venture in the taxable year.

(bm) If an investment for which a claimant claims a credit under par. (b) 1. is.
held by the c1a1mant for less than one year, the claimant shall pay to the department,
in the manner prescribed by the department, the amount of the credit that the

- claimant received related to the investment.

(¢) The carry—over provisions of s. 71.28 (4) (e) and (0, as they apply to the credit
under s. 71.28 (4), apply to the credit under this subsection.
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SECTION

(@ Part11ei'ships, 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 the amoimts described under par. (b) fhat are attributable to
their business operations. A partnership, limited liability company, or fax—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) Section 71.28 (4) (g) and (h), as it applies to the credit under s. 71.28 (4),
applies to the credit under this subsection.

SECTION 4. 71.08 (1) (intre.) of the statutes is amended to read:

71.08 (1) IMPOSITION. (intro.) If the tax imlﬁosed on a natural person, married
couple ﬁliﬁg jointly, trust or estate under s. 71.02, not considering the credits under |
8. 107 (1), (24d), (2de), (24i), (244), (2dL), (2dr), (2ds), (24), (26d), (3m), (3s), (5d),
(6), £68); and (9e), 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1ds), (1dx), (1fd), (2m) and |
(3) and 71.47 (1dd), (1de), (1di), (1dj), (1dL), (1ds), (1dx), (1fd), (2m) and (3) and
subchs. VIII and IX and payments to other statés under 8. 71.07 (7), is less than the |
tax under this section, there is imposed on that natural person, married couple filing
jointly, trust or estate, instead of the tax under s. 71.02, an alternative minimum tax
computed as follows: |

| SECTION 5. 71.10 (4) (gx) of the statﬁt;es.is created to read:
- 71.10 (4) (gx) Qualified new business vepture credit under 8. 71.07 (5d).

SECTION 6. 71.21 (4) of the statutes is amended to read:
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71.21 (4) Credits computed by a partnership under s. 71.07 (24d), (2de), (2di),
(2dj), (2dL), (2dm), (2ds), (2dx), (3g), and (3s),_and (5d) and passed through to
paﬁnem shall be added to the partnership’s income. ‘

SECTION 7. 71.26 (2) (a) of the statutes is amended to read:

71.26 (2) (a) Cofporations in general. The “net income” of a corporation means
the gross inéome as computed under the Internal Revenue Code as modified under
sub. (3) minus the amount of recapture under s. 71.28 (1di) plus the amount of credit
computed under s. 71.28 (1), (3), (4), and 5) plu;; the amount of the credit computed
under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), and (3g),.and (5d)

~ and not passed through by a partnership, limifed liability company, or tax—option

corporation that has added that amount to the partnership’s, limited liability
company’s, or tax—option corporation’s income under s. 71.21 (4) or 7 1.34 (1) (g) plus
the amount of losses from the sale or other disposition of assets the gain from. which
would be wholly exempt income, as defined in sub. (3) (L), if the assets were sold or
otherwise‘ disposed of at a gain and minus deductions, as computed under the
Internal Revenue Code as modified under sub. (3), plus or minus, as appropriate, an
amount equal to the difference between the federal basis and Wisconsin basis of any
~asset sold, exchanged, abandoned, or otherw_ise disposed of in a taxable transaction
during the taxable year, except as provided in par. (b) and s. 71.45 (2) and (5).
SECTION 8. 71.28 (5d) of the statutes is created to read:
71.28 (5d) QUALIFIED NEW BUSINESS VENTURE CREDiT. (a) In this subsection:
1. “Broker-dealer” has the meaning given in s. 551.02 (3). v
2. “Claimant” means a person who files a claim under this subsection. »

3. “Qualified new business venture” means a business that is certified under
s. 560.03 (26).
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SECTION
(b) Subject to the limitations provided in this subsection and in s. 560.03 (26),

a claimant may claim as a credit against the tax imposed under s. 71.23, up to the

amount of thdse taxes, any of the following:

1. An amount equal to 20 percent of the claimant’s equity investment made

: dii-ectly ina quahﬁed new busmess venture in the taxable year, except that if the

claimant’s investment exceeds $100,000 in the taxable year the claimant may claim
20 percent of $100,000 plus 10 percent of the amount of the investment that exceeds
$100,000. '

2. Ifthe claimant is a broker—dealer, an amount equal to 10 percent of the first
$500,000 raised in an offering of a qualified new busmess venture in the taxable year.

(bm) If an investment for which a cla:mant claims a credit under par. (b) 1. is
held by the claimant for less than one year, the claimant shall pay to the department,
in the manner prescribed by thel department, the amount of the credit that the
claimant received related to the investment.

(c) The carry—over provisions of sub. (4) (e) and (f), as they apply to the cred1t
under sub. (4), apply to the credit under this subsection.

(d) Partnerships, 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 the amounts described under par. (b) that are attribufabie to
their business operations. 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

corporationé may claim the credit in proportion to their owneréhip interest.
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(e) Subsection (4) (g) and (h), as it applies to the credit under sub. (4), applies
to the credit under this subseﬁtion.

SECTION 9. 71.30 (3) (eop) of the statutes is created to read:

71.30 (3)‘ (eop) Qualified new business.ventur_e credit under 8. 71.28 (5d).

~ SECTION 10. 71.34 >(1) (g) of the statutes is amended to read:

71.34 (1) (g) A.n addition shall be made for credits comp’;ited by a tax—option
corporation under s. 71.28 (1dd), (1de), (1di), (1), (1L), (1dm), (1ds), (1dx), (3), and
(3g),.and (5d) and passed through to shafeholders. | '

SECTION 11. 71.45 (2) () 10. of the statutes is amended to read:

71.45 (2) (a) 10. By adding to federal taxable income the amount of credit
computed under s. 71.47 (1dd) to (1dx) and (5d) and not passed through by a
partnership, lumted liability company or tax—option corporation that has added that .
amount to‘the partnership’s, limited liability company’s or tax—option corporation’s
income under s. 71.21 (4) or 71.34 (1) (g) and the amount of credit computed under
8. 71.47 (1), (3), (4) and (5).

SECTION 12. 71.47 (5d) of the statutes is created to read:

71.47 (5d) QUAmeb NEW BUSINESS VENTURE CREDIT. (a) In this subsection:

1. “Broker—dealer” has the meé.ning given in 8. 551.02 (3).

2. “Claimant” means a person who files a claim under this subsection.

3. “Qualified new business venture” means a business that is certified under
s. 560.03 (26).

(b) Subject to the limitations provided in this subsection and in s. 560.03 (26),

a claimant may claim as a credit against the tax imposed under s. 71.43, up to the

amount of those taxes, any of the following:
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1. An amount equal to 20 percent of the claimant’s direct investment made’
directly in a qualified new business venture in the taxable year, except that if the
claimant’s investment exceeds $100,000 in the taxable year the claimant may claim
20 percent of $100,000 plus 10 percent of the amount of the investment that exceeds
$100 000. .

2. If the claimant is a broker—dealer, an amount equal to 10 percent of the first
$500,000 raised in an offering of a qualified new business venture in the taxable year.

~ (bm) If an investment foi which a claimant claims a credit under par. (b) 1.is
held by the claimant for less than one year, the claimant shall pay to the department,
in the manner prescribed by the department, the amount of the credit that the
claimant received related to the investment. |

(c) The carry—over provisions of s, 71.28 (4) (e) and (), as they apply to the credit
under s. 71.28 (4), apply to the credit under this subsection.

(@ Partnefships, 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 the amounts described ﬁnder par. (b) that are attributable to

 their business opei-ations.' 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) Section 71.28 (4) (g) and (h), as it applies to the credit under s. 71.2_8 4),
applies to the credit under this subsection. ‘

SECTION 13. 71.49 (1) (eop) of the statutes is created to read:

71.49 (1) (eop) Qualified new business venture credit under s. 71.47 (5d).
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- SECTION 14. 77.92 (4) of the statutes is amended to read: -
77.92 (4) “Net business income”, with respect to a partnership, means taxable
income as calculated under section 703 of the Internal Revenue Code; plus the items

of income and gain under section 702 of the Internal Revenue Code, including taxable

state and municipal bond interest and excluding nontaxable interest income or

dividend income from federal government 'obligations; minus the items of loss and
‘deduction undér section 702 of the hteﬁtal Revenue Code, except items that are not
deductible under s. 71.21; plus guaranteed payments to partners undef section 707
() of the Internal Revenue Code; plus the credits claimed under s. 71.07 (2dd), (2de),
(2di), (245), (2dL), (2dm), (2dr), (2ds), (2dx), and (3g), and (3s), and (5d); and plus or
minus, as appropriate, transitional adjustments, depreciatibn differences, and basis
differences under s. 71.05 (13), (15), (16), (17), and (19); bﬁt excluding income, gain,
loss, and déductions from farming. “Net business income”, w1th respect to a natural
person, estate, or trust, means profit from a tréde or business for federal income tax
purposes and includes net income deﬁved as an employee as defined in sectibn 3121;
(d) (3) of the Internal Revenue Code.

SECTION 15. 560,03 (24) to (27) of the statutes are created to read:

560.03 (24) In coéperation with the department of financial institutions and -
the Board of Regents of the University of Wisconsin System, annually conduct and
publish the results of a study of Wisconsin businesses to determine new business
formation trends and identify obstacles faced by new Wisconsin businesses and areas
kwherbe changes in governmental policy may satisfy the needs of new Wisconsin

businesses. As part of the study, the department of commerce shall conduct a survey

of Wisconsin businesses.
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(25) In cooperation with the department of financial institutions and the Board
of Regents of the University of Wisconsin System, provide education and other
support to facilitate the develdpmeht networks of investors that review new
businesses or proposed new businesses for ]potentialvinvestmeﬁt.

(26) Certify businesses as quahﬁed new business ventures for purposes of ss.
1. 05[%) 7116?(&1) 71.28 (5d), and 71.47 (5d). The department shall promulgate
rules for the admmstratlon of this subsection. The rules shall require a business
desiring certification to submit an application to the department. The department
shall ﬁmaintain a list of businesses certified under this subsection and shall permit
public access to the list through the department’s Internet website. The department
shall notifs; the department of revenue of every business certified under this

subsection and the date on which any such business is decertified. A bu’siness may

~ be certified under this subsection, and may maintain such certlﬁcatlon, only if the

business satisfies all of the following conditions:

(a) It has its headquarters in this state.

(b) At least 51 percent of the employees employed by the business are employed
in this state. '

(c) Its average annual net income for each of the 2 taxable years immediately
preceding the taxable year for which a credit is claimed dses not exceed $20,000,000.

(d) It's net worth in the taxable year for which a credit is claimed does not
exceed $75,000,000.

(e) It is not engaged predominantljr in providing professional services by
accountants, lawyers, or physicians.

® Itis not engaged predominantly in wholesale or fetail trade or in the leisure

- and hospitality industry.
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(g) Itis not engaged in banking or lending or in developing real estate for resale.

(h) It does not make loans to, or investments in, certified capital companies, as

defined in s. 560.30 (2).

(i) It has been'in operation in this state for gt

more than 10 consecutive years. .

() Itis a corporation or limited liabilﬁy company.

(k) It is not engaged in the’@nes transportation or construction/

(27) Certify venture capitai funds as follows:

(a) The department shall promulgate rules establishing a procedure for the
department to certify venture capltal funds for purposes of the capital gains tax
exemption under s. 71.05 km The rule‘s shall do all of the followmg

1. Require a venture capital fund that desires to obtain a certification to file an

~ application with the department.

2. Permit a venture capital fund to obtain a certification only if the venture
capital fund is.a private seed and venture capital partnership or entity fund, the_
venture capital fund has its principal place of business in Wisconsin, and the venture |
capital fﬁnd commits to maintain an average, calculated over a 4-year period, of 50
percent of its equity investments in businesses, as described under sub. (26), that are
located in Wisconsin. _

3. Réquire an applicant for certification or a certified ventnre capital fund to
provide the department with any information the department determines is
necessary to ensure eligibility for certification and compliance with this subsection
and rules promulgated under this subsection.

(b) Upon request of any person, the department shall issue a written notice

indicating whether-a venture capital fund is certified under this subsection for
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© (b) dm

purposes of the capital gains tax exemption under s. 71.05 . Each notice under
this paragraph that indicates a venture capital fund is certified shall include the
following statement: “THE WISCONSIN DEPARTMENT OF COMMERCE HAS NOT
RECOMM:ENDED OR APPROVED AN INVESTMENT IN THIS VENTURE CAPITAL FUND OR ASSESSED
THE MERITS OR RISKS OF SUCH AN INVESTMENT. INVESTORS SHOULD RELY SOLELY ON THEIR
OWN INVESTIGATION AND ANALYSIS AND SEEK INVESTMENT, FINANCIAL, LEGAL, AND TAX
ADVICE BEFORE MAKING THEIR OWN DECISION REGARDIN G INVESTMENT IN THIS ENTERPRISE.”

(¢) Upon the issuance or. discontinuance of a certification, the department of
commerce shall notify the department of revenue and provide the departmeﬁt of
revenue a copy of the certification or discontinuance.

SECTION 16. Nonstatutory provisions.

(1) RuLES. The department of commerce shall submit in proposed form the rules
required under section 560.03 (26) and (27) of the statutes, as created by this act, to

the legislative council staff under section 227.15 (1) of the statutes no later than the

first day of the 6th month beginning after the effective date of this subsection.

SECTION 17. Initial applicabiiity.‘

- (1) QUALIFIED NEW BUSINESS VENTURE CREDIT. The treatment of sections 71.05

- (6) (a) 15., 71.07 (5d), 71.08 (1) (intro.), 71.10 (4) (gx), 71.21 (4), 71.26 (2) (a), 71.28

(5d), 71.30 (3) (eop), 71.34 (1) (g), 71.45 (2) (@) 10, 7147 (5, 71.49 (1) (eop), and 77.92

o
(4) of the statutes first applies to taxable years beginning on J anuary 1, 2006.

; treasd Capital 9ains £ uson, (6 (6) m.
(2)  IncQMETAX-DEFERRAP, The treatment of section/’?l.o":/@éfthe statutes
first applies to taxable years beginning on January 1, 2006.

SECTION 18. Effective dates. This act takes effect on dJuly 1, 2004, except as

follows:
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(1) RULES. SECTION 16 (1) of this act takes effect on the day after publication.

(END)
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SENATE SUBSTITUTE AMENDMENT ,
TO 2003 SENATE BILL 261

AN ACT to amend 71.05 (6) (a) 15., 71.08 (1) (intro.), 71.21 (4), 71.26 (2) (a), 71.34
(1) (g), 71.45 (2) (a) 10. and 77 .92. (4); and #o create 71.05 (6) (b) 9m., 71.07 (5d),
71.10 (4) (gx), 71.28 (5d), 71.30 (3) (eop), 71.47 (5d), 71.49 (1) (eop) and 560.03
(24) to (27) of the statutes; relating to: creating a qualified new business
venture tax credit and increasing the capital gains exclusion regarding
investments in éertified venture capital funds and qualified new business
ventures, requiring a study of new Wisconsin businesses, facilitating the

development of certain investor networks, and granting rule-making

authority.

Analysis by the Legislative Reference Bureau

This substitute amendment creates an income and franchise tax credit for
investments in a new business venture that has its headquarters and the majority
of its employees in this state. The substitute amendment requires a business
desiring certification as a new business venture for purposes of this tax credit to
apply to the Department of Commerce. To obtain certification, the business must be




. LRBs0200/2
2003 — 2004 Legislature -2 JK/MES/RJMkg:pg

a corporation or limited liability company, must not be engaged in the transportation
or construction business, and must satisfy certain other criteria. The amount of the
tax credit is equal to 20 percent of the taxpayer’s investment in a new business
venture in the taxable year, except that if the taxpayer’s investment exceeds
$100,000 in the taxable year the taxpayer may claim 20 percent of $100,000 plus ten
percent of the amount of the investment that exceeds $100,000. In addition, if the
taxpayer is a broker-dealer, the taxpayer may claim a tax credit in amount equal to
ten percent of the first $500,000 raised in an offering of a new business venture in
the taxable year. Under current law, a broker—dealer is, generally, any person
engaged in the business of effecting transactions in securities.

This substitute amendment also requires the Department of Commerce, in
cooperation with the Department of Financial Institutions and the University of
Wisconsin System, to annually conduct and publish the results of a study of
Wisconsin businesses to determine new business formation trends and identify
obstacles faced by new Wisconsin businesses and areas where changes in
governmental policy may satisfy the needs of new Wisconsin businesses. In addition,
the substitute amendment requires the Department of Commerce, in cooperation
with the Department of Financial Institutions and the University of Wisconsin
System, to provide education and other support to facilitate the development of
networks of investors that review new businesses or proposed new businesses for
potential investment (commonly called “angel capital networks”).

Under current law, there is an income tax exclusion for individuals and
tax—option corporations for 60 percent of the net capital gains realized from the sale
of assets held for at least one year. g

Under this substitute amendment, the income tax exclusion for capital gains
is increased to 100 percent, to the extent that the gain is not already excluded from
taxation, for gains realized on the sale of an investment in a certified venture capital
fund or in a certified new business venture.

Under this substitute amendment, the Department of Commerce must
promulgate rules establishing a procedure for certifying venture capital funds for
purposes of the capital gains tax exemption described above. A venture capital fund
may obtain a certification only if the venture capital fund is a private seed and
venture capital partnership or entity fund, the venture capital fund has its principal
place of business in Wisconsin, and the venture capital fund commits to maintain an
average of 50 percent of its equity investments in businesses located in Wisconsin.
The substitute amendment requires the Department of Commerce, upon request of
any person, to issue a written notice indicating whether a venture capital fund is
certified. Each such notice that indicates a venture capital fund is certified must
include the following statement: “THE WISCONSIN DEPARTMENT OF COMMERCE HAS NOT
RECOMMENDED OR APPROVED AN INVESTMENT IN THIS VENTURE CAPITAL FUND OR ASSESSED
THE MERITS OR RISKS OF SUCH AN INVESTMENT. INVESTORS SHOULD RELY SOLELY ON THEIR
OWN INVESTIGATION AND ANALYSIS AND SEEK INVESTMENT, FINANCIAL, LEGAL, AND TAX
ADVICE BEFORE MAKING THEIR OWN DECISION REGARDING INVESTMENT IN THIS ENTERPRISE.”
The substitute amendment also requires the Department of Commerce, upon issuing
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or discontinuing a certification, to notify DOR and give DOR a copy of the
certification or discontinuance.

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

SEcTION 1. 71.05 (6) (a) 15. of the statutes is amended to read:

71.05 (6) (a) 15. The amount of the credits computed under s. 71.07 (2dd), (2de),
(2di), (2d)), (ZdL), (2dm), (2dr), (2ds), (2dx), (3g), and (3s), and (5d) aﬁd not passed
through by a partnership, limited liability company, or tax—option corporation that
has added that amount to the partnership’s, compaﬁy’s, or tax—opﬁon corporation’s
income under s. 71.21 (4) or 71.34 (1) (g).

SECTION 2. 71.05 (6) (b) 9m. of the statutes is created to read:

71.05 (6) (b) 9m. To the extent that the gains are not excluded from taxation
under subd. 9., 100 percent of the capital gain as computed under the Internal
Revenue Code if the gain is realized from the sale of an asset that is an investment
in a qualified new business venture that is certified under s. 560.03 (26) or a venture
capital fund that is certified under s. 560.03 (27). For purposes of this subdivision,
the capital gains and capital losses for all assets shall be netted before application
of the percentage.

SECTION 3. 71.07 (5d) of the statutes is created to read:

71.07 (6d) QUALIFIED NEW BUSINESS VENTURE CREDIT. (a) In this subsection:

1. “Br_oker—dealei'” has the meaning given in s. 551.02 (3).

2. “Claimant” means a person who files a claim under this subsection.

3. “Qualified new business venture” means a business that is certified under

s. 560.03 (26).
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(b) Subject to the limitations provided in this subsection and in s. 560.03 (26),

a claimant may claim as a credit against the tax imposed under s. 71.02 or 71.08, up

- to the amount of those taxes, any of the following:

1. An amount equal to 20 percent of the claimant’s equity investment made

~ directly in a qualified new business venture in the taxable year, except that if the

claimant’s inveétment exceeds $100,000 in fhe taxable year the claimant may claim
20 percent of $100,000 plus 10 percent of the amount of the investment that exceeds
$100,000. |

2. Ifthe claimant is a broker-dealer, an amount equal to 10 percent of the first
$500,000 raised in an offering of a qualified new business venture in the taxabie year.

(bm) If an investment fdr which a claimant claims é credit under par. (b) 1. is
held by the claimant for less than one year, the claimant shall pay to the depé.rtment,
in the manner prescribed by the depértment, the amount of the credit that the
claimant received related to the investment. |

(¢) The carry—over pi'ovisions of s. 71.28 (4) (e) and (), as they apply to the credit
under s. 71.28 (4), apply to the credit under this subsection.

(d) Partnerships, limited liabilify 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 the amounts described under par. (b) that are attributable to
their business operations. 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.
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-(e) Section 71.28 (4) (g) and (h), as it applies to the credit under s. 71.28 4),
applies to the credit under this subsection.

SECTION 4. 71.08 (1) (iﬁtro.) of the statutes is amended to read:

71.08 (1) IMPOSITION. (intro.) If the tax imposed on a natural person, married
couple filing jointly, trust or estate under s. 71.02, not consideﬁﬂg the credits under
ss. 71.07 (1), (2dd), (2de), (2di), (2dj), (2dL), (2dr), (2ds), (2dx), (2fd), (8m), (3s), (5d),
(6), £68); and (9e), 71.28 (1dd), (1de), (1di), (1dj), (1dL), (lds),b (1dx), (1fd), (2m) and
(3) and 71.47 (1dd), (1de), (1di), (1dj), (1dL), (1ds), (1dx), (1fd), (2m) and (3) and
subchs. VIII and IX and payments to other states under s. 71.07 (7), is less than the
tax under this section, there is imposed on that natural person, married couple filing
jointly, trust or estate, instead of the tax under s. 71.02, an alternative minimum tax
computed as follows: |

SECTION 5. 71.10 (4) (gx) of the statutes is created to read:

71.10 (4) (gx) Qualified new business venture credit under s. 71.07 (5d).

SECTION 6. 71.21 (4) of the statutes is amended to read:

71.21 (4) Credits computed by a partnership under s. 71.07 (2dd), (2de), (2di),
(2dj), (2dL), (2dm), (2ds), (2dx), (3g), and (3),_and (5d) and passed through to
partnérs shall be added to the partnership’s income. | |

SECTION 7. 71.26 (2) (a) of the statutes is amended to read:

71.26 (2) (a) Corporations in general. The “net income” of a corporation means
the gross income as comi)uted under the Internal Revenue Code as modified under
sub. (3) minus the amount of recapture under s. 71.28 (1di) plus the amount of credit
computed under s. 71.28 (1), (3), (4), and (5) plus the amount of the credit computed
under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), and (3g),.and (5d)

and not passed through by a partnership, limited liability company, or tax—option
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SECTION 7

corporation that has added that amount to the partnership’s, limited liability
company’s, or tax—option corporation’s income under s. 71.21 (4) or 71.34 (1) (g) plus
the amount of losses from the sale or other disposition of assets the gain from which
would be wholly exempt income, as defined in sub. (3) (L), if the assets were sold or
otherwise disposed of at a gain and minus .d,eductions, as computed under the
Internal Revenue Code as modified under sub. (3), plus or minus, as appropriate, an
amount equal to the difference between the federal basis and Wisconsin basis of any |
asset sold, exchanged abandoned, or othermse disposed of in a taxable transaction
during the taxable year, except as provided in par. (b) and s. 71.45 (2) and (5).

SECTION 8. 71.28 (5d) of the statutes is created to read:

71.28 (5&) QUALIFIED NEW BUSINESS VENTURE CREDIT. (a) In this subsection:

1. “Broker—dealer” has the méam’ng given in s. 551.02 (3).

2. “Claimant” means a person who files a claim under this subsection.

3. “Qualified new business venture” means a business that is certified under
s. 560.03 (26).

(b) Subject to the limitations provided in this subsection and in s. 560.03 (26),
a claimant may claim as é credit against the tax imposed under s. 71.23, up to the
amount of those taxes, any of the follbwing:

1. An amount equal to 20 percent of the claimant’s equity investment made
directly in a qualified new business venture in the taxable year, except that if the
claimant’s investment exceeds $100,000 in the taxable year the"claimant may claim
20 percent of $100,000 plus 10 percent of the amount of the investment that exceeds
$100,000.

2. If the claimant is a broker—dealer, an amount equal to 10 percent of the first

$500,000 raised in an offering of a qualified new business venture in the taxable year.
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* (bm) If an investment for which é claimant claims a credit under par. (b) 1. is

held by‘vthe claimant for less than one year, the claimant shall pay to the department,

in the manner prescribed by the department, the amount of the credit that the

cla1mant received related to the investment.

(c) The carry—over provisions of sub. (4) (e) and (f), as they apply to the credit
under. §ub. (4), ai)ply to the credif under this subsection.

(ci) Partnerships, 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 the amounts described under par. (b) that are attributable t‘o
their business operations. A pgrtnership, limited liability company, or tax—option
corporétion 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) Subsection (4) (g) and (h), as it applies to the credit under sub. (4), applies
to the credit under this subsection.

SECTION 9. 71.30 (3) (eop) of the statutes is created to read:

71.30 (3) (eop) Qualified new business venture credit under s. 71.28 (5d).

SECTION 10. 71.34 (1) (g) of the statutes is amended to read:

71.34 (1) (g) An addition shall be made for credits com’putéd by a tax—option
corporation under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), (3), and
(3g), and (5d) and passed through to shareholders.

SECTION 11. 71.45 (2) (a) 10. of the statutes is amended to read:

71.45 (2) (a) 10. By adding to federal taxable income the amount of credit
computed under s. 71.47 (1dd) to (1dx) and (5d) and not passed through by a
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partnership, limited liability company or tax—option corporation that has added that

amount to the partnership’s, limited liability company’s or tax—option corporation’s

- income under s. 71.21 (4) or 71.84 (1) (g) and the amount of credit computed under

s.71.47 (1), (3), (4) and (5).

SECTION 12. 71.47 (5d) of the statutes is created to read:

71.47 (5d) QUALIFIED NEW BUSINESS VENTURE CREDIT. (a) In this subsection:

1. “Broker—dealer” has the meaning given in s. 551.02 (3).

2. “Claimant” means a person who files a claim under this subsection.

3. “Qualified new business venture” means a business that is certified under
s. 560.03 (26).

(b) Subject to the limitations provided in this subsection and in s. 560.03 (26),
a claimant may claim as a credit against the tax imposed under s. 71.43, up to the
amount of those téxes, any of the following:

1. An amount equal to 20 percent of the claimant’s direct investment made
directly in a qualified new business venture in the taxable year, except that if the
clajmant;s investment exceeds $100,000 in the taxable year the claimant may claim
20 percent of $100,000 plus 10 percent of the amount of the investment that exceeds
$100,000.

2. Ifthe claimant is a broker—dealer, an amount equal to 10 percent of the first
$500,000 raised in an offering of a qualified new businéss Vénﬁure in the taxable year.

(bm) If an investment for which a claimant claims a credit under par. (b) 1.is
held by the claimant for less than one year, the claimant shall pay to the department,

in the manner prescribed by the department, the amount of the credit that the

claimant received related to the investment.




© O N G A W N

o
R e & R B R S

18
19
20
21
22
23
24
25

2003 — 2004 Legislature ~9- TRIMES RO e

SECTION 12

- (¢) The carry—over provisions of s. 71.28 (4) (e) and (f), as they apply to the credit
under s. 71.28 (4), apply to the credit under this subsection.

(d) Partnerships, limited liability companies, and tax—option corporations may
not claim the credit under this subsection,v but the eligibility for, and the amount of,
the credit are based on the amounts described under par. (b) that are attributable to
their business operations. 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 éach of them.
Partners, members_ of limited liability companies, and shareholders of tax—option
corporations may claim the credit in proportion to their ownei'ship interest.

(e) Section 71.28 (4) (g) and (h), as it applies to the credit under s. 71.28 (4),
applie,s to the credit under this subsectfvlon.'

SECTION 13. 71.49 (1) (eop) of the statutes ié created to réad:

71.49 (1) (eop) Qualified new business venture credit under s. 71.47 (5d).

SECTION 14. 77.92 (4) of the statutes is amended to read:

77.92 (4) “Net business income”, with respéct tol a pértnership, means taxable
income as calculated under section 703 of the Internal Revenue Codé; plus the items
of income and gain under section 702 of the Internal Revenue Code, including taxable
state and municipal bond interest and excluding nontaxable interest income or
dividend income from federal government vobligations; minus the items of loss and
deduction under section 702 of the Internal Revenue Code, except items that are not
deductible under s. 71.21; plus guaranteed payments to partners under section 707
(c) of thé Internal Revenue Code; plus the credits claimed under s. 71.07 (2dd), (2de),
(2di), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), and (3g), and (3s), and (5d ); and plus or

minus, as appropriate, transitional adjustments, depreciation differences, and basis
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differences under s. 71.05 (13), (15), (16), (17), and (19); but excluding income, gain,
loss, and deductions from farming. “Net business income”, with respect to a natural
person, estate, or trust, means profit ﬁ'om a trade or business for federal income tax

purposes and includes net income derived as an employee as defined in section 3121

~ (d) (3) of the Internal Revenue Code.

SECTION 15. 560.03 (24) to (27) of the statutes are created to read:

560.03 (24) In cooperation with the department of financial institutions and
the Board of Regents of the University of Wisconsin System, annually conduct and
publish the results of a study of Wisconsin businesses to determine new business
formation trends and identify obstacles faced by new Wisconsin businesses and areas
where changes in governmental policy may satisfy the needs of new Wisconsin
Businesses. As part of the study, the department of commerce shall conduct a survey
of Wisconsin businesses. |

(25) In cooperation with the department of financial institutions and the Board
of Regents of the University of Wisconsin System, provide education and other
support to facilitate the develobment networks of investors that review new
businesses or proposed new businesses for potential investment.

(26) Certify businesses as qualified new business ventures for purposes of ss.
71.05 (6) (b) 9m., 71.07 (5d), 71.28 (5d), and 71.47 (5d). The department shall
promulgate rules for the administration of this subsection. The rules shall require
a business desiring certification to submit an application to the department. The
department shall maintain a list of businesses certified under this subsection and
shall permit public access to the list through the department’s Internet website. The
department shall notify the department of revenue of every business certified under

this subsection and the date on which any such business is decertified. A business:
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may be certified under this subsection, and may maintain such certification, only if
the business satisfies all of the following conditions:

(a) It has its headquarters in this state.

(b) Atleast 51 pefcent of the employees employed by the business are employed
in this state.

(c) Its average annual net income f;;r each of the 2 taxable years immediately
preceding the taxable year for which a credit is claimed does not exceed $20,000,000.
| (d) It’s net worth in the taxable year for which a credit is claimed does not
exceed $75,000,000.

(e) It is not engaged predominantly in providing professional services by
accountants, lawyers, or phyéiéians. |

) Itisnot engaged predominantly in wholesale or retail trade or in the leisure
and hospitality industry..

(8) Itis not engaged in banking or lending or in developing real estate for resale.

(h) It does not make loans to, or investments in, certified capital companies, as
defined in s. 560.30 (2).

() It has been in operation in this state for not more than 10 consecutive years.

() Itis a corporation or limited liability company.

(k) It is not engaged in the transportation or construction business.

(27) Certify venture capital funds as follows:

(a) The department shall promulgate rules establishing a procedure for the
department to certify venture capital funds for purposes of the capital. gains tax
exemption under s. 71.05 (6) (b) 9m. The rules shall do all of the following:

1. Require a venture capital fund that desires to obtain a certification to file an
application with the department.
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2. Permit a venture capital fund to obtain a certification only if the venture
capital fund is a private seed and venture capital partnership or entity fund, the
venture capital fund has its principal place of business in Wisconsin, and the venture
capital fund commits to maintain an average, calculated over a 4—year period, of 50
percent of its equity investments in businesses, as described under sub. (26), that are
located in Wisconsin.

3. Require an applicant for certification or a certified venture capital fund to
provide the department with any information the department determines is
necessary to ensure eligibility for certification and compliance with this subsection
and rules promulgatéd under this subsection.

(b) Upon request of any person, the department shall issue a written notice
indicating whether a venture capital fund is certified under this subsection for
purposes of the capital gains tax exemption under s. 71.05 (6) (b) 9m. Each notice
under this paragraph that indicates a venture capital fund is certified shall include
the following statement: “THE WISCONSIN DEPARTMENT OF COMMERCE HAS NOT
RECOMMENDED OR APPROVED AN INVESTMENT IN THIS VENTURE CAPITAL FUND OR ASSESSED
THE MERITS OR RISKS OF SUCH AN INVESTMENT. INVESTORS SHOULD RELY SOLELY ON THEIR
OWN INVESTIGATION AND ANALYSIS AND SEEK INVESTMENT, FINANCIAL, LEGAL, AND TAX
ADVICE BEFORE MAKING THEIR OWN DECISION REGARDING INVESTMENT IN THIS ENTERPRISE.”
| (c) Upon the issuance or discontinuance of a certification, the department of
commerce shall notify the department of revenue and provide the department of
revenue a copy of the certification or discontinuance.

SECTION 16. Nonstatutory provisions.

(1) RuLEs. The deﬁartment of commerce shall submit in proposed form the rules

required under section 560.03 (26) and (27) of the statutes, as created by this act, to
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the legislative council staff under section 227.15 (1) of the statutes no later than the .
first day of the 6th month beginning after the effective date of this subsection.
' SECTION 17. Initial applicability. |
(i) QUALIFIED NEW BUSINESS VENTURE CREDIT. The treatment of sections 71.05
(6) (a) 15., 71.07 (5d), 71.08 (1) (intro.), 71.10 (4) (gx), 71.21 (4), 71.26 (2) (a), 71.28
(5d), 71.30 (3) (eop), 71.34 (1) (g), 71.45 (2) (a) 10., 71.47 (5d), 71.49 (1) (eop), and 77.92
(4) of the statutes first applies to taxable years beginning on January 1, 2006.
(2) INCREASED CAPITAL GAINS EXCLUSION. The treatment of section 71.05 (6) (b)
9m. of the statutes first applies to taxable years beginning on January 1, 2006.
‘SECTION 18. Effective dates. This act takes effect on July 1, 2004, except as
follows: _
(1) RULES. SECTION 16 (1) of this act takes effect on the day after publication.

(END)




