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\)M/ Changes to WVCA Draft (4-28-201 1)

- Change the income and franchise tax credits to allow them to be sold as well as transferred.
Require the net amount of the sale (proceeds of sale less amount of credit already claimed as
income}) to be added to or subtracted from income as appropriate. Allow a subtraction
modification for the entity transferring the credit in the tax year in which the credit is transferred.
Require the receiving entity to add the credit to income. Require that no credit may be sold or
transferred under this subsection until 180 days after the date on which the person becomes

eligible to claim the credit. /
2. Page 34, line 11 — "Three-Four persons from the private sector; at least 2 3 of whom...."

3. Page 35, lines 8 and 9 — Change from WEDC CEO to be one of the private sector members 7/
appointed by the Governor. -

4. Page 39, line 20 — change "industry" to "asset class". In line 22, insert "asset class" in front of L{/
“experience". Line 23, change "any venture capital funds” to “any investments in the venture L
capital asset class”.

5. Page 41, line 12 — "The certified investor shall invest{50 percent of the amount of capital the V
certified investor receives...”

On the list sent on April 25, 2011, ignore items 4 and 10.
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Gallagher, Michael

From: Quinn, Brian D - DOA [Brian.Quinn@wisconsin.gov]
Sent: Thursday, April 28, 2011 9:43 AM

To: Gallagher, Michael; Kreye, Joseph

Ce: Culotta, Jason - GOV

Subject: FW: Changes to WVCA Draft

Attachments: Changes to WVCA Draft 4-28-11.doc

Mike and Joe,

See the attached changes. Let me know if you have any questions.

-Brian

Brian Quinn

Executive Policy & Budget Analyst
Department of Administration

Division of Executive Budget and Finance
(608)-266-1923
brian.quinn@wisconsin.gov

4/28/2011
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Gallagher, Michael

From: Quinn, Brian D - DOA [Brian.Quinn@wisconsin.gov]
Sent:  Thursday, April 28, 2011 10:49 AM

To: Gallagher, Michael

Cc: Hoechst, Jonathan S - DOA; Culotta, Jason - GOV
Subject: Application Fees

Mike,

One additional change.

The application fee on page 40 lines 18-19 as well as the application fee on page 46 lines 17-18 should f/
be modified to say that the authority can set the fee at an amount as determined by the board of directors.

Brian Quinn

Executive Policy & Budget Analyst
Department of Administration

Division of Executive Budget and Finance
(608)-266-1923
brian.quinn@wisconsin.gov

4/28/2011
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Gallagher, Michael U

From: Quinn, Brian D - DOA [Brian.Quinn@wisconsin.gov]
Sent:  Monday, April 25, 2011 10:57 PM

To: Gallagher, Michael

Cc: Hoechst, Jonathan S - DOA

Subject: FW: first batch of amendments to Draft 5

Mike,

See the e-mail below. Let me know if you have questions.

-Brian

From: Culotta, Jason - GOV

Sent: Monday, April 25, 2011 11:20 AM

To: Quinn, Brian D - DOA; Hoechst, Jonathan S - DOA
Subject: first batch of amendments to Draft 5

Guys,

Feel free to check in with me on any of these, but please begin drafting on them.
Some additional changes will be forthcoming.

Thanks,

--Jason

1. p. 34, lines 9-10: remove WHEDA executive director and add another private sector /
appointee by the Governor. e Vo2
2. Lapse excess increment (from either Badger Jobs Fund or the Jobs Now Funds) to the
General Fund when the initial debt allocation of the Badger Jobs Fund is retired. Retain
any excess investment returns earned by the Badger Jobs Fund until such time as the
Badger Jobs Fund is retired by the decision of the Legislature. If the Badger Jobs Fund is
retired by the Legislature, all excess investment returns shall lapse to the General Fund. e S

] ., 3. Requir o report to the Legislature when the Badger Jobs Fmd’s debt is close to
o UX\'\J ‘*7/ being paid off, which then triggers a vote of the Legislature to either retire or renew the
program.

ets this number at 50%).

5. p. 41, lines 2-3: “The authority may not commit more than 15% of the capital the /
authority is allocated to raise at the time of investment...”

6. p. 46, lines 5 and 10: Add “located in this state” and “in this state.” e

7. Place limit of $50 million in total premium (Jobs Now) tax credits for each participating /
venture capital firm.

8. p. 48, lines 11-18: Replace language with a 15-day period in which the authority would f/

see Ll R ovet Prd buetess
412612011



Page 2 of 2

accept applications.

10.

11. Require the Badger Jobs Fund manager and firm to file financial disclosure.

5
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Gallagher, Michael

From: Quinn, Brian D - DOA [Brian.Quinn@wisconsin.gov]
Sent:  Thursday, April 21, 2011 11:12 AM

To: Hoechst, Jonathan S - DOA,; Gallagher, Michael
Cc: Kreye, Joseph

Subject: RE: P4 edits

Mike,

Additionally, | did not see an explicit reference to the withholding increment from the Jobs Now Fund and
Badger Jobs Fund investments. It's referenced in the BJF annual report analysis section, but it should
probably have its own description.

Let me know if you have any questions.

4

-Brian

From: Hoechst, Jonathan S - DOA

Sent: Thursday, April 21, 2011 11:03 AM

To: Gallagher, Michael - LEGIS

Cc: Kreye, Joseph - LEGIS; Quinn, Brian D - DOA
Subject: P4 edits

Mike,

Here are some changes we've identified: ‘

On page 4 in the analysis section, specify that the authority may contract up to $200,000,000 in bonds or
other debt obiigations.

On page 41, line 3 the word “invested” should be “committed”. There is a subtle difference that might be
meaningful.

Essentially, the capital commitment is the amount that the fund of funds has contracted to invest in a
given venture capital fund. The invested capital might be construed to mean the current value of the
investment, which could be either a higher or lower vaiue. The unintended effect would be that the
limitations on fund investments would be contingent on current investment performance, which is not the
intention.

Thanks,

Jonathan Hoechst

Budget Analyst

State Budget Office

Wisconsin Department of Administration

T: (608) 266-7329

F: (608) 267-0372

jonathan.hoechst@wi.gov

4/21/2011
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Gallagher, Michael

From: Hoechst, Jonathan S - DOA [Jonathan.Hoechst@wisconsin.gov]
Sent:  Thursday, April 21, 2011 11:03 AM

To: Gallagher, Michael

Cc: Kreye, Joseph; Quinn, Brian D - DOA

Subject: P4 edits

Mike,

Here are some changes we've identified: \/
On page 4 in the analysis section, specify that the authority may contract up to $200,000,000 in bonds or ?
other debt obligations. -

On page 41, line 3 the word “invested” should be “committed”. There is a subtle difference that might be (/
meaningful. ‘

Essentially, the capital commitment is the amount that the fund of funds has contracted to invest in a
given venture capital fund. The invested capital might be construed to mean the current value of the
investment, which could be either a higher or lower value. The unintended effect would be that the
limitations on fund investments would be contingent on current investment performance, which is not the
intention.

Thanks,

Jonathan Hoechst

Budget Analyst

State Budget Office

Wisconsin Department of Administration
T. (608) 266-7329

F: (608) 267-0372
jonathan.hoechst@wi.gov

4/21/2011
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Kreye, Joseph

From: Oakleaf, Michael P - DOR [Michael.Oakleaf@revenue.wi.gov]
Sent: Friday, April 29, 2011 1:28 PM

To: Quinn, Brian D - DOA; Kreye, Joseph

Cc: Boidt, Rebecca A - DOR; Koskinen, John B - DOR

Subject: RE: Changes to WVCA Draft

Attachments: Technical Changes for LRB 1556.doc
Brian and Joe,

Here are our technical changes. if you have any questions, feel free to contact me.

Mike

From: Quinn, Brian D - DOA

Sent: Friday, April 29, 2011 11:10 AM
To: Oakleaf, Michael P - DOR

Cc: Boldt, Rebecca A - DOR

Subject: RE: Changes to WVCA Draft

Thanks much. I'll be somewhat touch and go this afternoon and | wanted to ensure that Joe got the
changes as soon as possibie.

-Brian

From: Oakleaf, Michael P - DOR
Sent: Friday, April 29, 2011 11:07 AM
To: Quinn, Brian D - DOA

Cc: Boldt, Rebecca A - DOR

Subject: RE: Changes to WVCA Draft

We're putting the finishing touches on them now. I'll include Joe in on the message when | send them out.

From: Quinn, Brian D - DOA

Sent: Friday, April 29, 2011 11:06 AM
To: Oakleaf, Michael P - DOR

Cc: Boldt, Rebecca A - DOR

Subject: RE: Changes to WVCA Draft

Mike,

When you have directions on the modifications, would it be possible to share them directly with Joe
Kreye?

Thanks,

Brian

4/29/2011
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From: Quinn, Brian D - DOA

Sent: Thursday, April 28, 2011 9:48 AM
To: Oakleaf, Michael P - DOR

Cc: Boldt, Rebecca A - DOR

Subject: FW: Changes to WVCA Draft

Mike,
The question from Joe pertains to these modifications from your e-mail of 4/18/2011:

“‘Credits are treated as income - Credits are required to be added to income at the time they are claimed. itis
unclear what taxpayers are to do in the event a credit is transferred. Does the original claimant subtract it from
income when it is transferred? If so, would the subtraction modification apply to the year in which the credit is
transferred or the year in which the credit was originally claimed? It would appear that the recipient of the
transferred credit would also be required to add the credit to income when it is claimed. In the absence of a
corresponding subtraction modification for the transferor, the credit would be added twice.

Suggested fix: Allow a subtraction modification for the entity transferring the credit in the tax year in which the
credit is transferred. Require the receiving entity to add the credit to income.

Transfer but not sale — The credit against the insurance premiums tax under s. 76.634 may be either transferred
or sold. However, the credit against the income and franchise tax for creditors of the On Wisconsin fund may only
be transferred. It would seem that the credit would only be transferred from one taxpayer to another if something
of value were exchanged in return for the credits, which amounts to a sale.

Suggested fix: Allow the credit to be sold. Require the net amount of the sale (proceeds of sale less amount of
credit already claimed as income) to be added to or subtracted from income as appropriate.”

-Brian

From: Kreye, Joseph [mailto:Joseph.Kreye@legis.wisconsin.gov]
Sent: Thursday, April 28, 2011 9:46 AM

To: Quinn, Brian D - DOA; Gallagher, Michael - LEGIS

Cc: Culotta, Jason - GOV

Subject: RE: Changes to WVCA Draft

Brian,

I will need specific instructions from Revenue as to where the add and subtract modifications should be under
current law.

Joe

Joseph Kreye
Senior Legislative Attorney
Legisiative Reference Bureau
608 266-2263

From: Quinn, Brian D - DOA [mailto:Brian.Quinn@wisconsin.gov]
Sent: Thursday, April 28, 2011 9:43 AM

To: Gallagher, Michael; Kreye, Joseph

Cc: Culotta, Jason - GOV

Subject: FW: Changes to WVCA Draft

Mike and Joe,

4/29/2011
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See the attached changes. Let me know if you have any questions.

-Brian

Brian Quinn

Executive Policy & Budget Analyst
Department of Administration

Division of Executive Budget and Finance
(608)-266-1923
brian.quinn@wisconsin.gov

CONFIDENTIALITY NOTICE: This electronic mail transmission and any accompanying documents contain information belonging to the sender which
may be confidential and legally privileged. This information is only for the use of the individua! or entity to whom this electronic mail transmission was
intended. If you are not the intended recipient, any disclosure, copying, distribution, or action taken in reliance on the contents of the information
contained in this transmission is strictly prohibited. If you have received this transmission in error, please immediately contact the sender and delete the
message. Thank you.

CONFIDENTIALITY NOTICE: This electronic mail transmission and any accompanying documents contain information belonging to the sender which
may be confidential and legally privileged. This information is only for the use of the individual or entity to whom this electronic mail transmission was
intended. If you are not the intended recipient, any disclosure, copying, distribution, or action taken in reliance on the contents of the information
contained in this transmission is strictly prohibited. if you have received this transmission in error, please immediately contact the sender and delete
the message. Thank you.

4/29/2011



| Technical Changes for LRB1556/P4  {Deieted: Fixes )
¢ Adding to income a transferred credit received from someone else (individuals): L { Formatted: Bullets and Numbering |
P

Create s. 71.05(6)(a)25. to read:
Credits received from another under s. 71.07(8s)(e), 71.28(8s)(e), and 71 A47(8s)(e).

%%Iuding in income amounts received for sale or transfer,of a credit (individuals):  ~ T { Deleted: 2 )
* { Deleted: red )
{ Formatted: Bullets and Numbering |

Create 71.05(6)(a)26. to read:
Amounts received for the sale or transfer of a credit under s. 71.07(8s)(e), 71.28(8s)(e),
and 71.47(8s)(e), including the fair market value of property received.

»__Subtracting a credit transferred to someone else (individuals): Tl { Formatted: Bullets and Numbering 1

Create s. 71.05(6)(b)48. to read:

Credits transferred to another under s. 71.07(8s)(e) in the taxable year that have been
added to income under s. 71.05(6)(a)15. in the taxable year or in a previous taxable
year. A partner, member of a limited liability company, or shareholder of a tax-option
corporation who sells or transfers a credit may subtract the amount of the credit
transferred or sold to the extent that it was included in the partner, member, or
shareholder's distributive share of income.

. educing carryforward by the amount of credit (individuals): + - - -| Formatted: Bullets and Numbering ]

enumber s. 71.07(8s)(d) to 71.07(8s)(d)1.

Create s. 73:07(8s)(d)2. to read:
t of the carryforward computed under subd. 1. shall be reduced by the
amoupt of the credit transferred under 71.07(8s)(e).

Rulemaking authority: « -~ - { Formatted: Bullets and Numbering |

Create s. 71.07(8s)(g) to read:
The D/epartment shall promulgate rules to administer this section.

»”_Adding to income a transferred credit received from someone else (corporations): ~ < - - -{ Formatted: Bullets and Numbering

C
Create 71.26(2)(a)44. to read:
Plus the amount of credit received from another under s. 71.28(8s).

ing in income amounts received for a transferred credit (corporations): S {Formawed: Bullets and Numbering ]

’ o Incl

&
te s. 71.26(2)(a)4p. to read:
mounts received for the sale or transfer of a credit under s. 71.07(8s)(e), 71.28(8s)(e),
and 71.47(8s)(e), including the fair market value of property received.



Bullets and Numbering ]

17

;Create s. 71.26(2)(a)4¢. to read:
Minus the amount of credit sold or transferred to another under s. 71 .07(8s)(e),
71.28(8s)(e), and 71.47(8s)(e).

[ =) géubtracting a credit transferred to someone else (corporations): « - - - 1 Formatted:

*___Reducing carryforward by the amount of credit (corporations): - LFormatbed

Bullets and Numbering |

Renumber s. 71.28(8s)(d) to 71.28(8s)(d)1.

Create s. 71.28(8s)(d)2. to read:
The amount of the carryforward computed under subd. 1. shall be reduced by the
amount of the credit transferred under 71.28(8s)(e).

Bullets and Numbering ]

Bullets and Numbering )

¢__Rulemaking authority: + -~ { Formatted:

Create s. 71.28(8s)(g) to read:

The Department shall promulgate rules to administer this section.

*__Adding to income a transferred credit received from someone else (insurance <~ -~ { Formatted:
companies):

Cpéate s. 71.45(2)(a)10c. to read:
lus the amount of credit received from another under s. 71 .07(8s)(e), 71.28(8s)(e), and
71.47(8s)(e).

cluding in income amounts received for a transferred credit (insurance companies):+ - - - -{ Formatted:

Bullets and Numbering J

Create s. 71.45(2)(a)10d. to read:
Amounts received for the sale or transfer of a credit under s. 71 .07(8s)(e), 71.28(8s)(e),
and 71.47(8s)(e), including the fair market value of property received.

Subtracting a credit transferred to someone else (insurance companies): SES= {Fonnatted:

Bullets and Numbering )

Create s. 71.45(2)(a)10e. to read:
Minus the amount of credit sold or transferred to another under 71 .07(8s)(e),
71.28(8s)(e), and 71.47(8s)(e).

*__Reducing carryforward by the amount of credit (insurance companies): .« { Formatted:

Bullets and Numbering J

Renumber s. 71.47(8s)(d) to 71.47(8s)(d)1.

Create s. 71.47(8s)(d)2. to read:
The amount of the carryforward computed under subd. 1. shall be reduced by the
amount of the credit transferred under 71.47(8s)(e).

¢__Rulemaking authority: « -~ - - Formatted:

Bullets and Numbering |

Create s. 71.47(8s)(g) to read:

| The Department shall promulgate rules to administer this section,

J
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1 ANACT to amend 1.12 (1) (b), 13.172 (1), 13.48 (13) (), 13.62 (2), 13.94 (1) (mm),
2 13.94 (4) (a) 1., 13.95 (intro.), 16.002 (2), 16.004 (4), 16.004 (5), 16.004 (12) (a),
3 16.045 (1) (a), 16.15 (1) (ab), 16.41 (4), 16.417 (1) (b), 16.52 (7), 16.528 (1) (a),
4 16.53(2),16.54 (9) (a) 1., 16.765 (1), 16.765 (2), 16.765 (5), 16.765 (6), 16.765 (7)
5 (intro.), 16.765 (7) (d), 16.765 (8), 16.85 (2), 16.865 (8), 71.26 (1) (be), 76.67 (2),
6 77.54 (9a) (a), 100.45 (1) (dm), 101.177 (1) (d), 230.03 (3), 281.75 (4) (b) 3. and
7 285.59 (1) (b); to repeal and recreate 16.417 (1) (b); and to create 13.94 (1)
8 (dx), 13.94 (1s) (c) 6., 19.42 (10) (t), 19.42 (13) (p), 20.195, 40.02 (54) (n), 70.11
9 (38v), 73.033, 76.634 and chapter 239 of the statutes; relating to: creation of
10 the Wisconsin Venture Capital Authority, creation of the on Wisconsin fund and

11 the rapid growth fund certification program, both of which are to be
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administered by the Wisconsin Venture Capital Authority, making an

appropriation, and providing a penalty.

Analysis by the Legislative Reference Bureau

This is a preliminary draft. An analysis will be provided in a subsequent version
of this draft.

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

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

SECTION 1. 1.12 (1) (b) of the statutes, as affected by 2011 Wisconsin Act 7, is
amended to read:

1.12 (1) (b) “State agency” means an office, department, agency, institution of
higher education, the legislature, a legislative service agency, the courts, a judicial
branch agency, an association, society, or other body in state government that is
created or authorized to be created by the constitution or by law, for which
appropriations are made by law, excluding the Health Insurance Risk-Sharing Plan
Authority, the Wisconsin Venture Capital Authority, and the Wisconsin Economic
Development Corporation.

SECTION 2. 13.172 (1) of the statutes, as affected by 2011 Wisconsin Act 10, is
amended to read:

13.172 (1) In this section, “agency” means an office, department, agency,
institution of higher education, association, society, or other body in state
government created or authorized to be created by the constitution or any law, that

is entitled to expend moneys appropriated by law, including the legislature and the
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SECTION 2

courts, and any authority created in subch. II of ch. 114 or subch. ITI of ch. 149 or in
ch. 231, 233, 234, 238, 239, or 279.

SECTION 3. 13.48 (13) (a) of the statutes, as affected by 2011 Wisconsin Act 10,
1s amended to read:

13.48 (13) (a) Except as provided in par. (b) or (c), every building, structure or
facility that is constructed for the benefit of or use of the state, any state agency,
board, commission or department, the University of Wisconsin Hospitals and Clinics

Authority, the Fox River Navigational System Authority, the Wisconsin Venture

Capital Authority, the Wisconsin Economic Development Corporation, or any local
professional baseball park district created under subch. III of ch. 229 if the
construction is undertaken by the department of administration on behalf of the
district, shall be in compliance with all applicable state laws, rules, codes and
regulations but the construction is not subject to the ordinances or regulations of the
municipality in which the construction takes place except zoning, including without
limitation because of enumeration ordinances or regulations relating to materials
used, permits, supervision of construction or installation, payment of permit fees, or
other restrictions.

SECTION 4. 13.62 (2) of the statutes, as affected by 2011 Wisconsin Act 10, is
amended to read:

13.62 (2) “Agency” means any board, commission, department, office, society,
institution of higher education, council, or committee in the state government, or any
authority created in subch. IT of ch. 114 or subch. III of ch. 149 or in ch. 231, 232,233,
234, 237, 238, 239, or 279, except that the term does not include a council or
committee of the legislature.

SECTION 5. 13.94 (1) (dx) of the statutes is created to read:
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SECTION 5

13.94 (1) (dx) Biennially, beginning in 2013, conduct a financial audit of the
Wisconsin Venture Capital Authority and a program evaluation audit of the
programs administered by the Wisconsin Venture Capital Authority under ch. 239.
The legislative audit bureau shall file a copy of each audit report under this
paragraph with the distributees specified in par. (b).

SECTION 6. 13.94 (1) (mm) of the statutes, as affected by 2011 Wisconsin Act 7,
1s amended to read:

13.94 (1) (mm) No later than July 1, 2012, prepare a financial and performance
evaluation audit of the economic development programs administered by the
department of commerce, the University of Wisconsin System, the department of
agriculture, trade and consumer protection, the department of natural resources, the

Wisconsin Housing and Economic Development Authority, the Wisconsin Venture

Capital Authority, the Wisconsin Economic Development Corporation, the
department of tourism, the technical college system, and the department of
transportation. In this paragraph, economic development program has the meaning
given in s. 560.001 (1m). The legislative audit bureau shall file a copy of the report
of the audit under this paragraph with the distributees specified in par. (b).

SECTION 7. 13.94 (1s) (¢) 6. of the statutes is created to read:

13.94 (1s) (¢) 6. The Wisconsin Venture Capital Authority for the cost of the
audit required to be performed under sub. (1) (dx).

SECTION 8. 13.94 (4) (a) 1. of the statutes, as affected by 2011 Wisconsin Act 10,
is amended to read:

13.94 (4) (a) 1. Every state department, board, examining board, affiliated
credentialing board, commission, independent agency, council or office in the

executive branch of state government; all bodies created by the legislature in the
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SECTION 8

legislative or judicial branch of state government; any public body corporate and
politic created by the legislature including specifically the Fox River Navigational
System Authority, the Lower Fox River Remediation Authority, the Wisconsin
Aerospace Authority, the Wisconsin Venture Capital Authority, and the Wisconsin
Economic Development Corporation, a professional baseball park district, a local
professional football stadium district, a local cultural arts district, and a long-term
care district under s. 46.2895; every Wisconsin works agency under subch. III of ch.
49; every provider of medical assistance under subch. IV of ch. 49; technical college
district boards; every county department under s. 51.42 or 51.437; every nonprofit
corporation or cooperative or unincorporated cooperative association to which
moneys are specifically appropriated by state law; and every corporation, institution,
association or other organization which receives more than 50% of its annual budget
from appropriations made by state law, including subgrantee or subcontractor
recipients of such funds.

SECTION 9. 13.95 (intro.) of the statutes, as affected by 2011 Wisconsin Act 10,
is amended to read:

13.95 Legislative fiscal bureau. (intro.) There is created a bureau to be
known as the “Legislative Fiscal Bureau” headed by a director. The fiscal bureau
shall be strictly nonpartisan and shall at all times observe the confidential nature
of the research requests received by it; however, with the prior approval of the
requester in each instance, the bureau may duplicate the results of its research for
distribution. Subject to s. 230.35 (4) (a) and (f), the director or the director’s
designated employees shall at all times, with or without notice, have access to all
state agencies, the University of Wisconsin Hospitals and Clinics Authority, the

Wisconsin Aerospace Authority, the Health Insurance Risk-Sharing Plan Authority,
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SECTION 9
the Lower Fox River Remediation Authority, isconsin Ven 1

Authority, the Wisconsin Economic Development Corporation, and the Fox River
Navigational System Authority, and to any books, records, or other documents
maintained by such agencies or authorities and relating to their expenditures,
revenues, operations, and structure.

SECTION 10. 16.002 (2) of the statutes, as affected by 2011 Wisconsin Act 10,
i1s amended to read:

16.002 (2) ‘“Departments” means constitutional offices, departments, and
independent agencies and includes all societies, associations, and other agencies of
state government for which appropriations are made by law, but not including
authorities created in subch. II of ch. 114 or subch. III of ch. 149 or in ch. 231, 232,
233, 234, 235, 237, 238, 239, or 279.

SECTION 11. 16.004 (4) of the statutes, as affected by 2011 Wisconsin Act 10,
1s amended to read:

16.004 (4) FREEDOM OF ACCESS. The secretary and such employees of the
department as the secretary designates may enter into the offices of state agencies
and authorities created under subch. II of ch. 114 and subch. III of ch. 149 and under
chs. 231, 233, 234, 237, 238, 239, and 279, and may examine their books and accounts
and any other matter that in the secretary’s judgment should be examined and may
interrogate the agency’s employees publicly or privately relative thereto.

SECTION 12. 16.004 (5) of the statutes, as affected by 2011 Wisconsin Act 10,
is amended to read:

16.004 (5) AGENCIES AND EMPLOYEES TO COOPERATE. All state agencies and
authorities created under subch. I of ch. 114 and subch. III of ch. 149 and under chs.
231, 233, 234, 237, 238, 239, and 279, and their officers and employees, shall
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SECTION 12

cooperate with the secretary and shall comply with every request of the secretary
relating to his or her functions.

SECTION 13. 16.004 (12) (a) of the statutes, as affected by 2011 Wisconsin Act
10, is amended to read:

16.004 (12) (a) In this subsection, “state agency” means an association,
authority, board, department, commission, independent agency, institution, office,
society, or other body in state government created or authorized to be created by the
constitution or any law, including the legislature, the office of the governor, and the
courts, but excluding the University of Wisconsin Hospitals and Clinics Authority,
the Wisconsin Aerospace Authority, the Health Insurance Risk-Sharing Plan
Authority, the Lower Fox River Remediation Authority, the Wisconsin Economic
Development Corporation, the Wisconsin Venture Capital Authority, and the Fox
River Navigational System Authority.

SECTION 14. 16.045 (1) (a) of the statutes, as affected by 2011 Wisconsin Act 10,
1s amended to read:

16.045 (1) (a) “Agency” means an office, department, independent agency,
institution of higher education, association, society, or other body in state
government created or authorized to be created by the constitution or any law, that
is entitled to expend moneys appropriated by law, including the legislature and the
courts, but not including an authority created in subch. II of ch. 114 or subch. III of
ch. 149 or in ch. 231, 232, 233, 234, 235, 237, 238, 239, or 279.

SECTION 15. 16.15 (1) (ab) of the statutes, as affected by 2011 Wisconsin Act 10,
is amended to read:

16.15 (1) (ab) “Authority” has the meaning given under s. 16.70 (2), but

excludes the University of Wisconsin Hospitals and Clinics Authority, the Lower Fox
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SECTION 15

River Remediation Authority, the Wisconsin Economic Development Corporation,

the Wisconsin Venture Capital Authority, and the Health Insurance Risk-Sharing

Plan Authority.

SECTION 16. 16.41 (4) of the statutes, as affected by 2011 Wisconsin Act 10, is
amended to read:

16.41 (4) In this section, “authority” means a body created under subch. II of
ch. 114 or subch. III of ch. 149 or under ch. 231, 233, 234, 237, 238, 239, or 279.

SECTION 17. 16.417 (1) (b) of the statutes, as affected by 2011 Wisconsin Acts
7 and 10, is repealed and recreated to read:

16.417 (1) (b) “Authority” means a body created under subch. II of ch. 114 or
ch. 231, 232, 233, 234, 235, 237, 239, or 279.

SECTION 18. 16.417 (1) (b) of the statutes, as affected by 2011 Wisconsin Act ....
(this act), is amended to read:

16.417 (1) (b) “Authority” means a body created under subch. II of ch. 114 or
ch. 231, 232, 233, 234, 235, 237, 238, 239, or 279.

SECTION 19. 16.52 (7) of the statutes, as affected by 2011 Wisconsin Act 10, is
amended to read:

16.52 (7) PETTY CASH ACCOUNT. With the approval of the secretary, each agency
that is authorized to maintain a contingent fund under s. 20.920 may establish a
petty cash account from its contingent fund. The procedure for operation and
maintenance of petty cash accounts and the character of expenditures therefrom
shall be prescribed by the secretary. In this subsection, “agency” means an office,
department, independent agency, institution of higher education, association,
society, or other body in state government created or authorized to be created by the

constitution or any law, that is entitled to expend moneys appropriated by law,
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SEcCTION 19

including the legislature and the courts, but not including an authority created in
subch. II of ch. 114 or subch. III of ch. 149 or in ch. 231, 233, 234, 237, 238, 239, or
279.

SECTION 20. 16.528 (1) (a) of the statutes, as affected by 2011 Wisconsin Act 10,
1s amended to read:

16.528 (1) (a) “Agency” means an office, department, independent agency,
institution of higher education, association, society, or other body in state
government created or authorized to be created by the constitution or any law, that
is entitled to expend moneys appropriated by law, including the legislature and the
courts, but not including an authority created in subch. II of ch. 114 or subch. III of
ch. 149 or in ch. 231, 233, 234, 237, 238, 239, or 279.

SECTION 21. 16.53 (2) of the statutes, as affected by 2011 Wisconsin Act 10, is
amended to read:

16.53 (2) IMPROPER INVOICES. If an agency receives an improperly completed
invoice, the agency shall notify the sender of the invoice within 10 working days after
it receives the invoice of the reason it is improperly completed. In this subsection,
“agency” means an office, department, independent agency, institution of higher
education, association, society, or other body in state government created or
authorized to be created by the constitution or any law, that is entitled to expend
moneys appropriated by law, including the legislature and the courts, but not
including an authority created in subch. II of ch. 114 or subch. I1I of ch. 149 or in ch.
231, 233, 234, 237, 238, 239, or 279.

SECTION 22. 16.54 (9) (a) 1. of the statutes, as affected by 2011 Wisconsin Act

10, is amended to read:
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SECTION 22

16.54 (9) (a) 1. “Agency” means an office, department, independent agency,
institution of higher education, association, society or other body in state
government created or authorized to be created by the constitution or any law, which
is entitled to expend moneys appropriated by law, including the legislature and the
courts, but not including an authority created in subch. II of ch. 114 or subch. III of
ch. 149 or in ch. 231, 233, 234, 237, 238, 239, or 279.

SECTION 23. 16.765 (1) of the statutes, as affected by 2011 Wisconsin Act 10,
is amended to read:

16.765 (1) Contracting agencies, the University of Wisconsin Hospitals and
Clinics Authority, the Fox River Navigational System Authority, the Wisconsin
Aerospace Authority, the Health Insurance Risk-Sharing Plan Authority, the Lower
Fox River Remediation Authority, the Wisconsin Venture Capital Authority, the
Wisconsin Economic Development Corporation, and the Bradley Center Sports and
Entertainment Corporation shall include in all contracts executed by them a
provision obligating the contractor not to discriminate against any employee or
applicant for employment because of age, race, religion, color, handicap, sex, physical
condition, developmental disability as defined in s. 51.01 (5), sexual orientation as
defined in s. 111.32 (13m), or national origin and, except with respect to sexual
orientation, obligating the contractor to take affirmative action to ensure equal
employment opportunities.

SECTION 24. 16.765 (2) of the statutes, as affected by 2011 Wisconsin Act 10,
i1s amended to read:

16.765 (2) Contracting agencies, the University of Wisconsin Hospitals and
Clinics Authority, the Fox River Navigational System Authority, the Wisconsin

Aerospace Authority, the Health Insurance Risk-Sharing Plan Authority, the Lower
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SECTION 24

Fox River Remediation Authority, the Wisconsin Venture Capital Authority, the

Wisconsin Economic Development Corporation, and the Bradley Center Sports and
Entertainment Corporation shall include the following provision in every contract
executed by them: “In connection with the performance of work under this contract,
the contractor agrees not to discriminate against any employee or applicant for
employment because of age, race, religion, color, handicap, sex, physical condition,
developmental disability as defined in s. 51.01 (5), sexual orientation or national
origin. This provision shall include, but not be limited to, the following: employment,
upgrading, demotion or transfer; recruitment or recruitment advertising; layoff or
termination; rates of pay or other forms of compensation; and selection for training,
including apprenticeship. Except with respect to sexual orientation, the contractor
further agrees to take affirmative action to ensure equal employment opportunities.
The contractor agrees to post in conspicuous places, available for employees and
applicants for employment, notices to be provided by the contracting officer setting
forth the provisions of the nondiscrimination clause”.

SECTION 25. 16.765 (5) of the statutes, as affected by 2011 Wisconsin Act 10,
is amended to read:

16.765 (5) The head of each contracting agency and the boards of directors of
the University of Wisconsin Hospitals and Clinics Authority, the Fox River
Navigational System Authority, the Wisconsin Aerospace Authority, the Health
Insurance Risk-Sharing Plan Authority, the Lower Fox River Remediation

Authority, the Wisconsin Venture Capital Authority, the Wisconsin Economic

Development Corporation, and the Bradley Center Sports and Entertainment
Corporation shall be primarily responsible for obtaining compliance by any

contractor with the nondiscrimination and affirmative action provisions prescribed
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SECTION 25
by this section, according to procedures recommended by the department. The
department shall make recommendations to the contracting agencies and the boards
of directors of the University of Wisconsin Hospitals and Clinics Authority, the Fox
River Navigational System Authority, the Wisconsin Aerospace Authority, the
Health Insurance Risk-Sharing Plan Authority, the Lower Fox River Remediation

Authority, the Wisconsin Venture Capital Authority, the Wisconsin Economic

Development Corporation, and the Bradley Center Sports and Entertainment
Corporation for improving and making more effective the nondiscrimination and
affirmative action provisions of contracts. The department shall promulgate such
rules as may be necessary for the performance of its functions under this section.

SECTION 26. 16.765 (6) of the statutes, as affected by 2011 Wisconsin Act 10,
is amended to read:

16.765 (6) The department may receive complaints of alleged violations of the
nondiscrimination provisions of such contracts. The department shall investigate
and determine whether a violation of this section has occurred. The department may
delegate this authority to the contracting agency, the University of Wisconsin
Hospitals and Clinics Authority, the Fox River Navigational System Authority, the
Wisconsin Aerospace Authority, the Health Insurance Risk-Sharing Plan Authority,

the Lower Fox River Remediation Authority, the Wisconsin Venture Capital

Authority, the Wisconsin Economic Development Corporation, or the Bradley Center
Sports and Entertainment Corporation for processing in accordance with the
department’s procedures.

SECTION 27. 16.765 (7) (intro.) of the statutes, as affected by 2011 Wisconsin

Act 10, is amended to read:




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

2011 - 2012 Legislature ~13- MPOETR it

SECTION 27

16.765 (7) (intro.) When a violation of this section has been determined by the
department, the contracting agency, the University of Wisconsin Hospitals and
Clinics Authority, the Fox River Navigational System Authority, the Wisconsin
Aerospace Authority, the Health Insurance Risk-Sharing Plan Authority, the Lower

Fox River Remediation Authority, the Wisconsin Venture Capital Authority. the

Wisconsin Economic Development Corporation, or the Bradley Center Sports and
Entertainment Corporation, the contracting agency, the University of Wisconsin
Hospitals and Clinics Authority, the Fox River Navigational System Authority, the
Wisconsin Aerospace Authority, the Health Insurance Risk-Sharing Plan Authority,
the Lower Fox River Remediation Authority, the Wisconsin Venture Capital
Authority, the Wisconsin Economic Development Corporation, or the Bradley Center
Sports and Entertainment Corporation shall:

SECTION 28. 16.765 (7) (d) of the statutes, as affected by 2011 Wisconsin Act 10,
is amended to read:

16.765 (7) (d) Direct the violating party to take immediate steps to prevent
further violations of this section and to report its corrective action to the contracting
agency, the University of Wisconsin Hospitals and Clinics Authority, the Fox River
Navigational System Authority, the Wisconsin Aerospace Authority, the Health
Insurance Risk-Sharing Plan Authority, the Lower Fox River Remediation
Authority, the Wisconsin Venture Capital Authority, the Wisconsin Economic
Development Corporation, or the Bradley Center Sports and Entertainment
Corporation.

SECTION 29. 16.765 (8) of the statutes, as affected by 2011 Wisconsin Act 10,

is amended to read:
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SECTION 29
16.765 (8) If further violations of this section are committed during the term
of the contract, the contracting agency, the Fox River Navigational System Authority,
the Wisconsin Aerospace Authority, the Health Insurance Risk-Sharing Plan
Authority, the Lower Fox River Remediation Authority, the Wisconsin Venture
Capital Authority, the Wisconsin Economic Development Corporation, or the
Bradley Center Sports and Entertainment Corporation may permit the violating
party to complete the contract, after complying with this section, but thereafter the
contracting agency, the Fox River Navigational System Authority, the Wisconsin
Aerospace Authority, the Health Insurance Risk-Sharing Plan Authority, the Lower
Fox River Remediation Authority, the Wisconsin Venture Capital Authority, the
Wisconsin Economic Development Corporation, or the Bradley Center Sports and
Entertainment Corporation shall request the department to place the name of the
party on the ineligible list for state contracts, or the contracting agency, the Fox River
Navigational System Authority, the Wisconsin Aerospace Authority, the Health
Insurance Risk-Sharing Plan Authority, the Lower Fox River Remediation
Authority, the Wisconsin Venture Capital Authority, the Wisconsin Economic
Development Corporation, or the Bradley Center Sports and Entertainment
Corporation may terminate the contract without liability for the uncompleted
portion or any materials or services purchased or paid for by the contracting party
for use in completing the contract.
SECTION 30. 16.85 (2) of the statutes, as affected by 2011 Wisconsin Act 10, is
amended to read:
16.85 (2) To furnish engineering, architectural, project management, and other
building construction services whenever requisitions therefor are presented to the

department by any agency. The department may deposit moneys received from the
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SEcCTION 30

provision of these services in the account under s. 20.505 (1) (ke) or in the general
fund as general purpose revenue — earned. In this subsection, “agency” means an
office, department, independent agency, institution of higher education, association,
society, or other body in state government created or authorized to be created by the
constitution or any law, which is entitled to expend moneys appropriated by law,
including the legislature and the courts, but not including an authority created in
subch. II of ch. 114 or subch. III of ch. 149 or in ch. 231, 233, 234, 237, 238, 239, or
279.

SECTION 31. 16.865 (8) of the statutes, as affected by 2011 Wisconsin Act 10,
1s amended to read:

16.865 (8) Annually in each fiscal year, allocate as a charge to each agency a
proportionate share of the estimated costs attributable to programs administered by
the agency to be paid from the appropriation under s. 20.505 (2) (k). The department
may charge premiums to agencies to finance costs under this subsection and pay the
costs from the appropriation on an actual basis. The department shall deposit all
collections under this subsection in the appropriation account under s. 20.505 (2) (k).
Costs assessed under this subsection may include judgments, investigative and
adjustment fees, data processing and staff support costs, program administration
costs, litigation costs, and the cost of insurance contracts under sub. (5). In this
subsection, “agency” means an office, department, independent agency, institution
of higher education, association, society, or other body in state government created
or authorized to be created by the constitution or any law, that is entitled to expend
moneys appropriated by law, including the legislature and the courts, but not
including an authority created in subch. II of ch. 114 or subch. III of ch. 149 or in ch.
231, 232, 233, 234, 235, 237, 238, 239, or 279.




w7
}b'% 9

10
11
(7
13

14

15
16
17
18
19
20
21

22

2011 - 2012 Legislature -16 - LRB-1556/P1
MPG&JK:nwn:jf

SECTION 32

SECTION 32. 19.42 (10) (t) of the statutes is created to read:

19.42 (10) (t) The executive director of the Wisconsin Venture Capital
Authority and the members of the authority’s board of directors who are appointed
by the speaker of the assembly and the majority leader of the senate.

SECTION 33. 19.42 (13) (p) of the statutes is created to read:

19.42 (13) (p) The executive director of the Wisconsin Venture Capital
Authority and the members of the authority’s board of directors who are appointed
by the speaker of the assembly and the majority leader of the senate.

SECTION 34. 20.195 of the statutes is created to read:

20.195 Wisconsin Venture Capital Authority. There is appropriated to the
Wisconsin Venture Capital Authority for the following program: = (‘? Voo o

\,/C’w-i-ufﬁ, Ca?\ +’q/ SISt swf‘/\*
(1) WY Administration of the on Wisconsin fund. All
—In% j6=/2

moneys received under s. 73.033 (2), for administration of the on Wisconsin fund

undersubch. Iofch.289. . . o

,,,,,,,,,,,, —— /
ﬁNOT‘E: Do you also want to create an appropriation to cover the initial or \\}
operating costs, or both, of the authority? T

SECTION 35. 40.02 (54) (n) of the statutes is created to read:

40.02 (54) (n) The Wisconsin Venture Capital Authority.

SECTION 36. 70.11 (38v) of the statutes is created to read:

70.11 (38v) WISCONSIN VENTURE CAPITAL AUTHORITY. All property owned by the
Wisconsin Venture Capital Authority, provided that use of the property is primarily
related to the purposes of the Wisconsin Venture Capital Authority.

SECTION 37. 71.26 (1) (be) of the statutes, as affected by 2011 Wisconsin Act 10,

is amended to read:

J

- Wf/g*zoﬂ
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SECTION 37

71.26 (1) (be) Certain authorities. Income of the University of Wisconsin
Hospitals and Clinics Authority, of the Health Insurance Risk-Sharing Plan
Authority, of the Fox River Navigational System Authority, of the Wisconsin

Economic Development Corporation, of the Wisconsin Venture Capital Authority,

and of the Wisconsin Aerospace Authority.

SECTION 38. 73.033 of the is created to r%%g:
, y ;wséf.'cwvarﬁ
73.033  Rapid gro fund investments; withholding tax

determinations. (1) ‘/ﬁl"he department of revenue, in consultation with the

Wisconsin Venture Capital Authority created under ch. 239, shall determine the
amount of the withholding taxes under subc 9 X of ch. 71 paid by each business that
receives an investment under s. 2392@62) for|the first year in which each business
recelves the 1nvestment°/ ﬁf&%ﬂﬁ/‘J W«@/ W
y’@ Wor 15 years followmg the first year in which a business receives an
investment under s. 235@[(2), the department shall credit to the appropriation

account under s. 20.195 (1) (g) an amount equal to 50 percent ofincrease,

if any, in withholding taxes under subch. X of ch. 71 paid by all businesses that
Y2
receive investments under s. 235;@)«2) gver the amount determined for all such

v

businesses under sub. (1)? The department shall credit the amounts determined
under this subsection on a quarterly basis based on its estimate of the total annual
increase in the withholding taxes described in this subsection¥’

SECTION 39. 76.634 of the statutes is created to read:

76.634 Credit for rapid growth fund investments. (1) DEFINITIONS. In this
section:

(a) “Allocation date” has the meaning given in s. 239.20 (2).

(b) “Certified rapid growth fund” has the meaning given in s. 239.20 (3).
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SECTION 39

(c) “Designated capital” has the meaning given in s. 239.20 (4).

(2) CreEDIT. Subject to the limitations provided in this section and s. 239.22, for
taxable years beginning after December 31, 2013, an insurer who makes an
investment of designated capital and who has been awarded a credit under s. 239.22
(2) (a), may claim as a credit against the fees imposed under s. 76.60, 76.63, 76.65,
76.66, or 76.67, up to the amount of such fees, the amount determined under s. 239.22
(2) (b).

(3) CARRY-FORWARD. Ifthe credit under sub. (2) is not entirely offset against the
fees under s. 76.60, 76.63, 76.65, 76.66 or 76.67 otherwise due, the unused balance
may be carried forward and credited against those fees in the following years to the
extent that it is not offset by those fees otherwise due in all the years between the
year in which the initial credit is claimed and the year in which the carry-forward
credit is claimed.

(4) REcapPTURE. If a certified rapid growth fund in which the insurer’s
designated capital has been invested is decertified under s. 239.26 (2) (b) no later
than 4 years after the insurer’s allocation date, and the rapid growth fund has not
made the investments required under s. 239.23 (4) (a) and (b), any insurer that has
received a credit under this section with respect to such decertified rapid growth fund
shall repay the credit amount to the commissioner of insurance, for deposit into the
general fund, and may not claim any more credits under this section with respect to

the decertified rapid growth fund.

@ D} (5) SALE OF CREDIT. An insurer who is awarded a credit under s. 239.22 (2) (a),
a

nd who may claim the credit under this sec@g;bmay sell or otherwise transfer the

credit to another insurer who is subject the fees imposed under s. 76.60, 76.63, 76.65,

76.66, or 76.67 if the insurer notifies the commissioner of insurance and the

@;fm R <
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{

Wisconsin Venture Capital Authority created under ch. 239 of the sale or transfer
and includes with the notification a copy of the sale or transfer documents. Ifa credit
that has been sold or transferred under this subsection is subject to recapture under
sub. (4), the person who claimed the credit is liable for the repayment provided under -

sub. (4). No credit may be sold or transferred under this subsection until 180 days

_—
after t}jf. nsurer’s allocation) datﬁg/ M %/M; . M”Wé«;( v W

SECTION 40. 76.67 (2) of the statutes is amended to read:

76.67 (2) If any domestic insurer is licensed to transact insurance business in
another state, this state may not require similar insurers domiciled in that other
state to pay taxes greater in the aggregate than the aggregate amount of taxes that
a domestic insurer is required to pay to that other state for the same year less the
credits under ss. 76.634, 76.635, 76.636, 76.637, 76.638, and 76.655, except that the
amount imposed shall not be less than the total of the amounts due under ss. 76.65
(2) and 601.93 and, if the insurer is subject to s. 76.60, 0.375% of its gross premiums,
as calculated under s. 76.62, less offsets allowed under s. 646.51 (7) or under ss.
16.634, 76.635, 76.636, 76.637, 76.638, and 76.655 against that total, énd except that
the amount imposed shall not be less than the amount due under s. 601.93.

SECTION 41. 77.54 (9a) (a) of the statutes, as affected by 2011 Wisconsin Act 10,
is amended to read:

77.54 (9a) (a) This state or any agency thereof, the University of Wisconsin
Hospitals and Clinics Authority, the Wisconsin Aerospace Authority, the Health
Insurance Risk-Sharing Plan Authority, the Wisconsin Economic Development
Corporation, th 1sconsin _Venture i Authority, and the Fox River

Navigational System Authority.
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SECTION 42

SECTION 42. 100.45 (1) (dm) of the statutes, as affected by 2011 Wisconsin Act
10, is amended to read:

100.45 (1) (dm) “State agency” means any office, department, agency,
institution of higher education, association, society, or other body in state
government created or authorized to be created by the constitution or any law which
is entitled to expend moneys appropriated by law, including the legislature and the
courts, the Wisconsin Housing and Economic Development Authority, the Bradley
Center Sports and Entertainment Corporation, the University of Wisconsin
Hospitals and Clinics Authority, the Wisconsin Health and Educational Facilities
Authority, the Wisconsin Aerospace Authority, the Wisconsin Economic

Development Corporation, the Wisconsin Venture Capital Authority, and the Fox

River Navigational System Authority.

SECTION 43. 101.177 (1) (d) of the statutes, as affected by 2011 Wisconsin Act
10, is amended to read:

101.177 (1) (d) “State agency” means any office, department, agency,
institution of higher education, association, society, or other body in state
government created or authorized to be created by the constitution or any law, that
is entitled to expend moneys appropriated by law, including the legislature and the
courts, the Wisconsin Housing and Economic Development Authority, the Bradley
Center Sports and Entertainment Corporation, the University of Wisconsin
Hospitals and Clinics Authority, the Wisconsin Aerospace Authority, the Wisconsin

Economic Development Corporation, the Wisconsin Venture Capital Authority, and

the Wisconsin Health and Educational Facilities Authority, but excluding the Health
Insurance Risk-Sharing Plan Authority and the Lower Fox River Remediation

Authority.
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SECTION 44

1 SECTION 44. 230.03 (3) of the statutes, as affected by 2011 Wisconsin Act 10,
2 is amended to read:

3 230.03 (3) “Agency” means any board, commission, committee, council, or
4 department in state government or a unit thereof created by the constitution or
5 statutes if such board, commission, committee, council, department, unit, or the
6 head thereof, is authorized to appoint subordinate staff by the constitution or
7 statute, except a legislative or judicial board, commission, committee, council,
8 department, or unit thereof or an authority created under subch. II of ch. 114 or

9 subch. III of ch. 149 or under ch. 231, 232, 233, 234, 235, 237, 238, 239, or 279.

10 “Agency” does not mean any local unit of government or body within one or more local
11 units of government that is created by law or by action of one or more local units of
12 government.

13 SECTION 45. Chapter 239 of the statutes is created to read:

14 CHAPTER 239

15 WISCONSIN VENTURE CAPITAL

16 AUTHORITY

17 SUBCHAPTER 1

18 GENERAL PROVISIONS

239.01 Definitions. In this chapter, except as otherwise provided:

@ - (1) :‘}iggrfl” means tl}g jboard of directors of tﬁi@l

19
@ --(2) CAuthority” means the Wisconsin Venture Capital Authority.

239.02 Creation and organization of authority. (1) There is created%

2 £
@ authority, that iga public body corporate and politicsto be known as the “Wisconsin

24 Venture Capital Authority.” The members of the board shall consist of the following:
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(a) The chief executlve officer of the Wisconsin Economlc Development

2 Corporation. szg Fle F‘”W‘:f o/ d VR e s <
jogee PR Yhe Goraad s

3 (b) The executlve dlrector of the Wisconsin Housing and Economic

4 Development Authority.

5 (c) Three persons from the private sector, at least 2 of whom shall have venture

it
@ capltal’gb/y/\bankm experlence nominated by the governor and appointed
D’/ 5v1;»~/7%mw e évz%\/e‘f Cenp ufioex

7 with the advice and consent of the senate?

i h f Lyt
(d) Owww the speaker of the ass/eglgy

R et N

NI

(e) One member appointed by the senate majority leadey
R B S N RO

(2) The members of the board appomted by the governor, the speaker of the

assembly, and the senate maJorlty leader shall serve staggered 3—year terms

_—< /mE Do you want to specify whether the members appointed by the assembly W'\“\\

/ speaker and senate majority leader are to be members from the legislature or members |
from the private sector? Also, note that the staggered terms are for 3 years. No length ;
of time is specified in the drafting instructions. Please let us know if you want the terms /

longer. You may want to consider having those members serve at the pleasure of those //
legislators in any case. Finally, do yo 3want the board to have any nonvoting members, -
like the secretary of administration? e e
12 (8) A majority of the members of the board constitutes a quorum for the purpose
13 of conducting its business and exercising its powers and for all other purposes,
14 notwithstanding the existence of any vacancies. Action may be taken by the board

I%e eVre P{\f @fﬁ((x%’h/t o P Q_@f-‘\/

{/‘ 157 g upon a V(?7te f a majority of the members present gij;“fi Y j)‘f" Cz:?;fz‘;iﬁ '(;La e
t 16, (ﬁ alrperson of the board é}iall be nomlnated by the governor, an@

— r’"’ e e eSS S ——
‘f 17 / the advice and consent of the senate appointed, to serve at the pleas@
(
18 - M
‘. mer/
19 (5 The board @ hire an executive dJrectox)/ The board may delegate to the
S oV Ope okﬂefwz@m‘:ﬂm/—wc okt dye gutley ,e/
20 executive directorjany po ers‘@!ﬂuhes the board considers proper. e
N Yf/”./ SV\,b 5 &ZYJE’Z’ “'/"!"*{\"i’&f‘[&‘ & U':h::“ ’ 5 ?/7'\/‘{“‘>‘3r'k/\80) ) ’L?O?V)\"d‘.’“'f‘ 7 o

\\\M Gule v oyer Yool By e Y evie ool ) O p@ﬁi}mmgﬁ**/
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/ «*«*NOTE: The drafting instructions indicate the hiring of an executive director for
{ the on Wisconsin fund in addition to the executive director for the authority. Is this the //
%& intent?

MWM e B e .«»—-"'—”’»"M‘ o

239.03 Powers ofThe all have all the powers necessary or
@2»‘? Ot vy .}/ gy‘/ig Se 9%
convenient to carry out the purposes and provisions of this chapter. In addition to

-

Y
2
@ all other powers granted theder this chapter, theay spec1ﬁcallyJ
4
5
6
7
8
9

gursd 1=, CovFlaends
(1) Adopt, amend, and repeal any bylaws, policies, and procedures for the

regulation of its affairs and the conduct of its business.
(2) Have a seal and alter the seal at pleasure.
(3) Maintain an office.
(4) Sue and be sued.

(5) Accept gifts, grants, loans, or other contributions from private or public

10 sources.

11 (6) Establish the annual budget of the authority and monitor its fiscal
12 management.

13 (7) Execute contracts and other instruments required for the operation of the

\/ 14 authority.

15 (8) Employ any officers, agents, and employees that it may require and
16 determine their qualifications, duties, and compensation.

17 (9) Issue notes, bonds, and any other obligations.

18 (10) Make loans and provide grants.

19 (11) Incur debt.

20 (12) Procure liability insurance.

21 239.04 Liability limited. Neither the state nor any political subdivision of

22 the state, nor any officer, employee, or agent of the state or a political subdivision of
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1 the state/!who is acting within the scope of employment or agency, is liable for any
O i . ‘ IV SN NS &
@ = debt, obligation, act, or omission of the . 7/
Irs. 3 SUBCHAPTER II
Y-z
4 ON WISCONSIN FUND
5 239.10 Definitions. In this subchapter:
6 (1) “Certified investor” means a venture capital firm certified under s. 239.13.
7 (2) “Fund creditor” means any holder of a note or bond of the authority under
8 this subchapter.
9 (3) “Debt service obligation”.means the authority’s obligation, including any
10 payment schedule, to pay principal and 1nterest or other financing costs to a creditor
@ on a note or bond --@l 1ssues under thls subchapter.
—h, e WV O s j”""":
12 (4) “Fund” means the on Wisconsin fund. Yor1 eSO r7 Lovd'

239.11 Creation of fund; management, (1) FUND PURPOSE. The b shall

q DU““VV( 7
establish fundjfor the investment of capital in certified 1nvestors ‘

15 @nder s. 20.195 (1) (g) shall be credited to the fund. The legislature

16 finds that the fund will provide capital for business growth and job creation in this
17 state that is currently not sufﬁciently availablein private financial markets and that
‘ ‘esul *"CfC75f’d Yax vYeweni+tsS to et Syare Ond
@ the fund Wlll serve a public purpose!
o P o/ "E'“

@ (2) FUND CAPITAL; DEBT SERVICE. (a) Theﬁ ay issue, by resolution,
negotiable notes or bonds of any kind to finance the fund

(b) The authorlty may not, and shall plan its debt service obligations to ensure

that it does not, pay more than $20,000,000 in debt service obligations in a calendar

@ )9/ }@ The state is not liable for a debt service obligation of the authority. The
25 authority’s debt is not a debt of the state, and the authority may not create a debt of

r

b o BT ee, 00,000
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/ YINE S Y oY
1 the state. Each note or bond of the authority shall contain on its face a statement

to that effec

(3) EXECUTIVE DIRECTOR. The board shall hire an executive director for the fund.

tff‘wé 3
C =
769 4 The board may delegate to the fund’s executive director any powers and duties the
7
5 board considers proper qu *4\ ol %f
@ WAGER The //;1311 hire a fund manager who has expertise in

7 the venture capital or private equity industry to manage the fund’s 1nvestment of

W*
@ capital in certified investors. In reviewing candidates for fund manager, the !@
9 shall consider a candidate’s venture capital or private equity experience, investment
10 hilosophy, and the performance of an venture capital funds managed by the
P phy. p y p s I »6337,(,,,,);?',(,,- G i

candidate, as well as any othe;@ criteria estabhshed b, th
/\/-\\.»/

@%&&Eelegate to the fund manager any powers and duties the boara'consuiers @\/

13 239.12 Investment of capital in certified investors; re uirements. (1)
TanA emevd oo ovoR Lo ¥ fj
INVESTMENT POLICY. The fund manager shall establish{a fund investment policy! The

c,o_vaf -/
@ b shall review and approve the investment pohcy prior to the policy’s

Shal) Yeuitoas Floe g‘—’a\r(ﬁ/ 5vd o eerdun men 4
@ implementation an@@t least annually thereafterY Ay
17 (2) FunD INVESTMENTS. The authority may invest capital under this subchapter

ZS
@ only in certified investors. The authority may not invest more than Yercent of the
= tore) (oapirad Fhat Fhe fund hois s ax Fap mE
@ @d s current as@?/sﬁl-a single certified investory o P loveasyaee oK Y tedseTa
vt sed Lo 794 -
20 _ (3) Contracrs. Before the authority invests any capital in a certified 1nvest0r

<Y UJW\C,( —7—’-/
@ thelboardishall contract with the certified investor, and in addition to any other terms

7 (equTte o Sru sl ) %
@ &\negotiated by the l@' that contract shall include the following requirements:

@ (a) The certified investor may invest fund capltal only in a business that
TV> "% 1. Is headquartered in this state?/

5% y
25 2. Employs at least 50 percent of its emplgtfsjn this state:

o
oo ey ot 02
e R
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1 3. Agrees to use fund capital only for research and development, the

2 introduction of a new product in the market, the business’s entry into a new market,
Y4

or other activities that are expected to grow the business and create jobs in this state.

@ 4. Meets any other conditions reqmred by the al’lt/hoED

(b) When a certlﬁed 1nvest0r makes an 1nvestment of fund capltal in a business,

the certified investor shall match the fund’s capital contribution to that investment

/ '
with capital the certified investor has raised from other souM i c é/fp te

(¢) The certified investor may not receive capital from the fund that exceedgthe

v

total capital the investor has raised from other sources.

(4) SUNSET. The authority may not invest capital in a certified investor under

11 this subchapter after December 31, 2015.

12 239.13 Investor certification. (1) APPLICATION. Any person may apply to the
13 authority on a form prescribed by the authority for certification under this section.
14 The application shall include the name, address, and tax identification number of the
15 person and any other information the authority requires.

16 (2) CERTIFICATION. The authority may certify an applicant who submits an
17 application under sub. (1) to receive fund capital for investment. In determining
18 whether to certify an applicant, the authority shall consider:

19 (a) The applicant’s venture capital experience or other experience that qualifies
20 the applicant to receive fund capital.

21 (b) The past performance of investments managed by the applicant.

22 (¢) The applicant’s commitment to investing in businesses within this state.
23 (d) The applicant’s commitment to making seed or early stage business

24 investments.
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1 (e) Whether the applicant is located in this state or will locate and maintain an

~/ 2 office in this state as a ¢ ndltlon of the applicant’s certification under this section.
'b!*?vw;?‘n Cowyy Yo el tLQhk (o«\ wides Soko. (1 Sbreer 75 a?y +e

7 /C@ “ (3) m ;I'he authorl a fee W‘
O @Eﬁcatlon under thls@@/ﬁ; Y, gws/ § é*7

239.14 Tax credits to fund creditors. \In lieu of payment of its debt service

@ obligation to a fund credito;@ subject to the terms of any agreement between the®

( ) board and a fund creditor) the authority may/award a tax credit under s./7 6.634}to
Contfoc 3 et 0 Lo Q/ﬂlﬁ?aimﬁ;

~) R
y @ffund creditor up to an amount equal to the amount the authority is unable to pay

9 the creditor under the authority’s debt service obligation to the creditor in a taxable

year. (The authority may not award a tax credit under this section before J an@

1, 2016

239.15 Annual report. Annually, the board shall submit to the chief clerk of

each house of the legislature, for distribution to the legislature under s. 13.172 (2),

a report on the fund’s performance that includes:

(1) The current investment policy of the fund.

(2) An assessment of the fund’s success to date, including the fund’s internal

1 17 rate of return on its investments in certified investors.
;f 18 (3) An accounting of the total value of tax credits awarded to fund creditors
[ 19 under s. 239.14, including a description of the circumstances leading to the award
: 20 | of those credits and the likelihood that the authority will award additional credits f
! 21 | to fund creditors in the future. E
i 22 (4) An accounting of the tax increment revenue received by the authority to /
‘\ 23 | date unders. 73.033 (2).
z j
24 ,/ (8) An accounting of the fund’s financial status, including the opinion of an /
25 fj \  independent certified public accountant. wawmmw"”‘"’”‘/

,I "\ et .
/ \______W/ amt.
/
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(6) The names and addresses of the certified investors in whom the fund

invested capital during the preceding year and an accounting of the amount of capital

invested in each certified investor.

(7) A description, including name, address, and kind of business of the

businesses in which certified investors made investments during the preceding year.

this subchapter.

SUBCHAPTER III
RAPID GROWTH FUNDS
239.20 Definitions. In this subchapter:

(1) “Affiliate” means any of the following:

et o s TN AT o o sy

(8) Any recommendations the board has for improvement of the program under

(a) A person who owns, controls, or holds power to vote 15 percent or more of

the outstanding voting securities or other voting interests of a certified rapid growth

fund or an insurance company or other person subject to premium tax liability.

(b) A business, 15 percent of whose outstanding voting securities or other

voting ownership interests are owned, controlled, or held with power to vote by a

certified rapid growth fund or an insurance company or other person subject to

premium tax liability.

(c) A person who controls, is controlled by, or is under common control with a

certified rapid growth fund or an insurance company or other person subject to

premium tax liability.

(d) Abusiness in which a certified rapid growth fund or an insurance company

or other person subject to premium tax liability is a partner, fnember, or other

principal.

WAn mﬁ :VD

/

/
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(e) An officer, director, employee, or agent of a certified rapid growth fund or
an insurance company or other person subject to premium tax liability, or an
immediate family member of the officer, director, employee, or agent.

(2) “Allocation date” means the date stated in the authority’s notice under s.
239.22 (2) (b) that approves a specific amount of designated capital and awards a
corresponding premium tax credit to a participating investor.

(3) “Certified rapid growth fund” or “fund” means an entity that is certified
under s. 239.21.

(4) “Designated capital” means an investment of cash by a participating
investor in a certified rapid growth fund that is approved by the authority under s.
239.22 and that fully funds either the participating investor’s equity interest in a
certified rapid growth fund, a qualified debt instrument that a tertified rapid growth
fund issues, or both. In this subsection, “qualified debt instrument” means a bond,
note, or other obligation that a certified rapid growth fund issues at par value or at
a premium or discount from par value that meets all of the following conditions:

(a) Has an original maturity date of at least 4 years from the date on which it
is issued.

(b) Has a repayment schedule that is no faster than a level principal
amortization over 4 years.

(¢) Does not allow @;e prepayment of interest'./

(d) Has payment and interest features that are not related to the fund’s

profitability or the performance of the fund’s investment portfolio.

usiness, thabreceived, 1nclud1ng any affiliate, gross revenue of $2,000,000 or less



11

12

13

14

15

16

17

18

19

20

23

24

N
2011 - 2012 Legislature @ LRB-1556/P1
MPG&JK:nwn:jf

SECTION 45

in the fiscal year immediately preceding that date, and that meets any other
conditions established by the authority.J

(6) “Participating investor” means an insurance company or other person
subject to premium tax liability who the authority approves to invest designated
capital in a certified rapid growth fund under s. 239.22.

(7) “Premium tax credit” means a tax credit under s. 76.634.

(8) “Premium tax liability” means the fees imposed under s. 76.60, 76.63, 76.65,

AMff"r T

76.66, or 76.67. 7 [oyigmnr, ,> ¢o-Jition

(9) “Qualified business” means a business that, as of the time a ified rapid
growth fund or its affiliate first invests in the business under this subchapter

(a) Is headquartered in, and has its principal business operations located in,
this state.

(b) Isin need of venture capital and is unable to obtain conventional financing,
as determined by the authority.

(¢) Employs 100 or fewer employees, and at least 80 percent of those employees
are employed in this state or at least 80 percent of its payroll is paid to employees
employed in this state.

(d) Is not primarily engaged in real estate development or sales, insurance,

banking, lending, lobbying, political consulting, professional services, or retail sales,

other than direct sales of products the busmess 1tself manufactures

g st e« s ottt i e s s gt e =

(e) Has no prior ﬁnan01al relatlonshlp with, and is not an affiliate of, a certified } 4

-
"_———M'//

rapid growth fund or its affiliate.

(10) “Qualified investment” means a certified rapid growth fund’s investment

of designated capital in a qualified business.
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239.21 Certification of rapid growth funds. (1) APPLICATION. Any person
may apply to the authority on a form prescribed by the authority for certification
under this section. The application shall include all of the following:

(a) The name, address, and tax identification number of the applicant.

(b) A description of the business activities conducted by the applicant and the
locations at which those activities are conducted.

(¢) An audited balance sheet and the audit report, rendered within 35 days
prior to the date the applicant files its application with the authority, of an
independent auditor approved by the authority.

(d) The strategic investment plan of the applicant, and an analysis completed
by an economist or econometric analysis company approved by the authority that
shows the projected impact that investment plan is expected to have on the economy
of this state.

(e) Any other information the authority requires.

(2) CERTIFICATION. (a) The authority may certify an applicant under sub. (1)

if the applicant pays the fee specified under sub. (3) and the authority determines
after conducting an investigation that all of the following conditions are met:

1. The primary activity of the applicant is the investment of cash in qualified
businesses.

2. The applicant owns at least $500,000 in unencumbered cash or cash
equivalents.

-’
3. At least 2 principals or persons employed to manathe

, have at least 5 years of experience in the venture capital or private equity

industry. ?
Q,F?\‘Qq«]%'é VT E S S HA € TS
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1 4. The strategic investment plan of the applicant will have a beneficial impact
2 on the economy of this state.
3 (b) Within 30 days after the date an applicant files an application under sub.
4 (1), the authority shall either issue a certification to the applicant or deny the
5 application and provide written notice to the applicant that states the grounds for
6 denial and includes the authority’s suggestions, if any, to remove those grounds.
7 (3) APPLICATION FEE. An applicant for certification under sub. (1) shall pay to
8 the authority a fee of $7,500. ¢ QA;W
@ 239.22 Participating investors; premium tax(l) APPLICATION.
10 (a) Any insurance company or other person subject to premium tax liability may

— W Fht quIned i
@ submit notice(that the person seeks 6 make an investment of designated capital in

&
@ a certified rapid growth fund and receiv%remium tax credit§for that investmentf/
13 The person’s notice shall include all of the following:(
14 1. The person’s name, address, and tax identification number.

15 2. The name and address of the certified rapid growth fund in which the person

_.& +
@ proposes to (nake an investment of designated capita IS T
17 3. The amount of the proposed investment.

18 4. An undertaking by the person to make an investment of designated capital

@5 _s_ in the amount approved by the authority within 5 business days after

Fre gilo cop oy dot e B s syt Shed

07 @ves notice of approval from the authonE/\ by Poe arotied b v ge A ¢ b ()

A
21 /<C5 Any other information the authority requires>

& Sher i
(2) AwaRD. (a) The authority@ayapprove an investment of designated capital
PN
@ in a certified rapid growth fund and{award a premium tax credit to a person who

C;ép provides notice under sub. (1) in ap amount equal to 80 percentOf the person’s

25 proposed investment of designated capital.\/ /

A
e jgvbjéc'} Yo Svie. (H>Cb >)
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(b) If the authority approves a person’s proposed investment of designated
capital under par. (a), the authority shall notify the person and the certified rapid
growth fund of that approval in writing, stating the amount of the investment
approved by the authority, the amount of the premium tax credit the person may
claim, the requirements, including those under sub. (3), for making that claim, and
the allocation date.

(3) CLAIM ELIGIBILITY AND REQUIREMENTS. (a) A participating investor may claim
a premium tax credit in the amount the authority awards only after the participating
investor makes an investment of designated capital in the certified rapid growth
fund in the amount approved by the authority under sub. (2).

(b) A participating investor may claim up to 25 percent of the available
premium tax credit in a taxable year, except that a participating investor may not
claim any premium tax credit under this subchapter for a taxable year beginning

before January 1, 2014, and a premium tax credit may not be applied to quarterly
tax payments due during the 2014 taxable year. “ Y : : )
Ved 5

(4) LIMITS ON PREMIUM TAX m (a) The authority may not award more

than $200,000,000 in premium tax credits under this subchapter?/

& AR S RS A

in a calendar year. 1

(¢) The authority may not award more than $50,000,000 in premium tax credits s
to a single participating investor, including its successor and any afﬁliate.//
/@;/ If, as a result of the limitations under par. (a), the authority may not
v

award the full premium tax credit based on an applicant’s proposed capital

investment, the authority shall award the amount available for a premium tax credit

in order of priority based on the date the application was filed with the authoritys " A

=

(b) The authority may not award more than $50,000,000 in premium tax credits M\\

/
/

/
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@ /I‘f the amount of available premium tax credits is insufficient for approval of the full

amount of all applications for capital investments that are received by the authority

on the same day, the authority shall prorate the awardable amounE)o

bastd
the amount the applicant has committed to invest in the certified rapid growth fund'./

239.23 Operation of a certified rapid growth fund. (1) REQUIRED
DISCLOSURES IN SECURITIES OFFERINGS. Any offering material involving the sale of
securities of a certified rapid growth fund shall include all of the following
statements:

(a) “By authorizing the formation of a certified rapid growth fund, the

2
%
4
5
6
7
8
9
@ Wisconsin Venture Capital Authority does not endorse the quality of
@ management oxJ the fund and is not liable for damages o (Ealomt
12
Y
14
15
16
17

St ‘}»)7 e 5"*1;7%'(3 ‘ %}7/ 3\/0»/&% Yo i OV o3l lir S5V E Ly € Covigam
or losses to a participating investor in the fund."/Use of the word “certified” in an

<4
offering is not a recommendation, endorsemenZGf the investment by the Wisconsin

4

. . s Dw/j//a*/ow) oo
Venture Capital Authority or the state.” :

(b) “Investments in a prospective certified rapid growth fund prior to the time
the fund is certified are not eligible for a premium tax credit under section 76.634 of

the Wisconsin Statutes. Investments in a certified rapid growth fund are not eligible

18 for a premium tax credit under section 76.634 of the Wisconsin Statutes unless the
19 proposed investment is approved by the Wisconsin Venture Capital Authority under
20 section 239.22 of the Wisconsin Statutes before the investment is made. In the event
21 that certain statutory provisions are violated, the state may require forfeiture of
s 22 unused premium tax credits and repayment of used premium tax credits.”
AP
cal @ AAAAAA (2) W ertified rapid growth fund’s) qualified
T —
24 3 investment shall meet all of the following requirements:

I

" |
/A (3 Rey epd oo l\,@ Wy qu@g*’r des g9
. o?\/bn(‘_é\‘ - B ST Y “50
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—t

(a) Theinvestment is a cash investment in a qualified business for the purchase
2 of debt, debt participation, equity, or hybrid security of any kind, including a debt
instrument or security that has the characteristics of debt that provides for
conversion into equity or an equity participation instrument such as an option or

warrant.

(o> B

(b) If the investment is for the purchase of any debt or debt participation, no
10
@ more than)@ percent of that debt or debt participation may be used for the

8 refinancing of other debt or the buy-out of other shareholders or owners of the
9 qualified business?/
10 (¢) As a condition of the investment, the qualified business agrees not to
11 relocate its headquarters outside of this state as long as the certified rapid growth
12 fund continues to hold the investment.
13 - (d) As a condition of the investment, the qualified business agrees to maintain
@ atle,\a/st;mm this state as long as the certified rapid growth
15 fund continues to hold the investment.
16 (3) AUTHORITY DETERMINATIONS REGARDING QUALIFIED BUSINESSES. A certified
17 rapid growth fund may request a determination from the authority that a business
18 in which the fund proposes to invest is a qualified business or an early stage business.
19 The authority shall issue its determination in writing to the fund within a reasonable
20 time after the fund’s request.
21 (4) SCHEDULE OF INVESTMENTS. A certified rapid growth fund shall make
22 qualified investments according to the following schedule, except that a certified
23 rapid growth fund may reinvest proceeds it receives from one qualified investment
24 in another qualified investment and apply the amount of that reinvestment toward
25 the following requirements for that other qualified investment: -

et Rl
?‘)\()L‘z\ld\'@ e 'Qa/l/\,/?ﬁ‘o&/‘f‘{’ﬁ (}:‘Q QV‘)/ ok S &(7 oy’ O -}'1/7
By e sed e /9




© 00 g9 O Gt ok W N e

e e e ol = S S R
@m.&wm@o

=t
-3

18

19

2011 - 2012 Legislature @ LRB-1556/P1
MPG&JK:nwn:jf
SECTION 45

(a) Within 2 years after an allocation date, at least 35 percent of the designated
capital approved by the authority on that date is placed in qualified investments, of
which at least 50 percent is invested in early stage businesses.

(b) Within 4 years after an allocation date, at least 50 percent of the designated
capital approved by the authority on that date is placed in qualified investments, of
which at least 50 percent is invested in early stage businesses.

(c) Notwithstandings. 239.24 (1) (c) and (e), if, within 5 years after an allocation
date, the certified rapid growth fund has not placed at least 80 percent of the
designated capital approved by the authority on that date in qualified investments,
of which at least 50 percent is invested in early stage bus(inesses, the certified rapid
growth fund may not pay any managemen ff;‘: uit?l i::blias made those investments.'/

(d) Notwithstanding s. 239.24 (1) (¢) and (e), if, within 7 years after an
allocation date, the certified rapid growth fund has not placed 100 percent of the
designated capital approved on that date in qualified investments, of which at least
50 percent is invested in early stage businesses, the certified rapid growth fund may

o Simvay” . J
not pay any management{fee until it has made those investments"
(5) QUALIFIED BUSINESS RELOCATION OUT OF STATE. If within 24 months after the

date a qualified investment is made, the qualified business relocates its principal

business operations to another state and the certified rapid growth fund still holds

o
@ ‘@ﬁualiﬁed investment in the business, the amount of the fund’s total designated

21
22
23
24
25

capital and qualified investments may be reduced by the amount of the qualified
investment in the relocated business for the purpose only of satisfying the
investment schedule under sub. (4). This subsection does not apply if the relocated
business returns its principal business operations to this state within 90 days after

its initial relocation.
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1 (6) OTHER LIMITATIONS ON INVESTMENTS. (a) A certified rapid growth fund may
2 not invest more than 15 percent of its total designated capital in any one qualified
3 business.
4 (b) A certified rapid growth fund may invest any designated capital not
5 invested in qualified investments only in the following:
6 1. Cash deposited in a federally insured financial institution.
7 2. Certificates of deposit in a federally insured financial institution.
8 3. Investment securities that are obligations of the United States or its
9 agencies, or obligations that the United States fully guarantees as to principal and
10 interest.
11 4. Debt instruments rated at least “A” or its equivalent by a nationally
12 recognized credit rating organization, or issued or guaranteed by a business whose
13 unsecured debt is rated at least “A” or its equivalent by a nationally recognized credit
14 rating organization if that debt is not subordinated to other unsecured debt of the
15 issuer or the guarantor.
16

5. Obligations of the state or any political subdivision of the state.

6. Any other investments(approved in advance in writing by the authority.

@

//f «++NOTE: The draftinginstructions we were given, on page 9, include the following
additional investment limitation: “A qualified investment may not be made at a cost to
a RGF greater than 15 percent of the total designated capital of the RGF at the time of
investment.” We have not included that provision. The provision would mean that a
certified rapid growth fund could never invest all of its designated capital, which does not
appear to be the intent. Please let us know what is meant by including this provision, and
we will attempt to achieve your intent in the draft.

18 (7) RESTRICTIONS ON MANAGEMENT. No certified rapid growth fund or its affiliate
19 may be managed or controlled by, or have a partner, member, or other principal that
20 1s, an insurance company or other person subject to premium tax liability or an
21 affiliate of that person or insurance company. >
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1 af?’ 0L 939 24 Distributions; profit sharing fee. (1) PERMISSIBLE DISTRIBUTIONS.
2 A certified rapid growth fund may make only the following distributions:
3 (a) A distribution for the repayment of a capital contribution to an equity
4 investor in the fund who was not a participating investor when that capital
5 contribution was made.
6 (b) A distribution for the cost of forming, syndicating, managing, or operating
7 the certified rapid growth fund, including a reasonable and necessary fee paid for
8 professional services.
9 (¢c) A distribution that is an annual management fee in an amount that does
10 not exceed 2 percent of the fund’s total designated capital.
11 (d) A distribution to cover a projected increase in state or federal taxes,
12 including penalties and interest, for the certified rapid growth fund’s equity owners
13 if that increase is related to the fund’s ownership, management, or operatlon

(e) A dlstrlbutlon that represents an accrued management fee equal to or less \

\\
|
}

14

1
i

15 than 1 percent per year of the fund’s total designated capital. A fund may not make \
16 a distribution under this paragraph until the fund has invested all of its des1gnated /
17 capital, S P
S
@ {Q{ A distribution for the repayment of principal or interest owed to a debt

Wd including a participating investor who is a debt holder.

@ A distribution of any kind/after the fund has placed in qualified investments

rvwat
@ an amount equal to 100 percent of designated capitall at least 50 percent of which

22 is invested in early stage bus1nesses

e NOTE: Is the intent that a distribution under par. (g) may only be made once all \
of a certified rapid growth fund’s designated capital is invested, or is it the intent that a \
fund may make a distribution from a particular investment or group of investments once
all of the designated capital assigned by the authority on a particular allocation date is /

-

/

[

invested (and the 50 percent rule is met as well)?
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C

(2) ProrIT Smm When a certified rapid growth fund makes a
distribution under sub. (1) (éf,ﬁ:he fund shall pay the authority a fee equal to 20
percent of the net profits realized on all qualified investments from which a
distribution is made. The authority shall pay that fee to the secretary of
administration who shall deposit the fee in the general fund as general purpose
revenue—earned.

239.25 Certified rapid growth fund reporting requirements. (1) REPORT
UPON RECEIPT OF DESIGNATED CAPITAL. As soon as practicable after it receives
designated capital, a certified rapid growth fund shall submit a report to the
authority that includes:

(a) The name of the participating investor from whom the designated capital
was received.

(b) The amount of designated capital.

(¢c) The date on which the fund received the designated capital.

(2) ANNUAL REPORT. By January 31 of each year, a certified rapid growth fund
shall submit a report to the authority that includes:

(a) For each qualified investment made during the preceding year, the amount
of designated capital invested, the allocation date of the designated capital, the date
of the qualified investment, and the name and address of the business in which the
qualified investment was made.

(b) For each qualified business in which the fund invested during the preceding
year, a description of the business, including the number of employees the business
employed when the qualified investment was made and the number of employees the

business employed on December 31 of that year.
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(c) A statement whether the certified rapid growth fund has invested more than
15 percent of its total designated capital in any one business.

(d) A detailed accounting of the certified rapid growth fund’s investment
progress according to the schedule of investments required under s. 239.23 (4).

(e) An accounting of all distributions the certified rapid growth fund made
during the year.

(f) Any other information the authority requires.

(3) FINANCIAL STATEMENT. Within 90 days after the end of a certified rapid
growth fund’s fiscal year, the fund shall file with the authority a copy of its annual
audited financial statement, including the opinion of an independent certified public
accountant.

(4) RENEWAL FEE. By January 31 of each year, a certified rapid growth fund shall
pay to the authority a certification renewal fee of $5,000, unless January 31 falls
within 6 months after the date on which the certified rapid growth fund was first

v

certified under s. 239.21. B —

o ST

«*NOTE: Do you want to include a requirement that the board report to the
legislature regarding the certified rapid growth fund program, similar to the reporting

requirement for the on Wisconsin fund? S e

239.26 Compliance reviews; decertification. (1) ANNUAL COMPLIANCE
REVIEW. The authority shall review annually each certified rapid growth fund to
ensure that the fund continues to satisfy the requirements of this subchapter, to
ensure that the fund has not made any investment in violation of this subchapter,
and to determine the status of the fund’s qualified investments with respect to the
schedule of investments required under s. 239.23 (4).

(2) DECERTIFICATION. (a) If the authority determines that a certified rapid

growth fund is not in compliance with any provision of this subchapter, the authority
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shall notify the officers of the fund in writing that the fund may be subject to
decertification or a monetary penalty, or both, if the fund is not brought into
compliance within 120 days after the fund’s receipt of the noticef/

(b) The authority may decertify a certified rapid growth fund if, after
opportunity for hearing, the authority determines that the fund is in violation of this
subchapter and that the fund’s violation has not been corrected to the authority’s
satisfaction within the period under par. (a). The authority shall notify any
appropriate state agency of the decertification.

(3) EFFECT OF DECERTIFICATION. Decertification of a certified rapid growth fund
has the effects specified under s. 76.634 (4) with respect to a participating investor.
A certified rapid growth fund may agree to indemnify, or purchase insurance for the
benefit of, a participating investor for the participating investor’s losses under s.
76.634 (4) due to the fund’s decertification.

(4) NorticE OF RECAPTURE. The authority shall give written notice to each
qualified investor whose premium tax credit becomes subject to recapture or

forfeiture under s. 76.634 (4), or when a premium tax credit is no longer subject to

recapture. k/,’»/

»+NOTE: Do you want to include a provision for a fund’s voluntary decertification?

(6) PENALTIES. The authority may fine a person who violates this subchapter
in an amount determined by the authority not to exceed $25,000. In determining the
amount of a fine under this subsection, the authority shall consider:

(a) The seriousness of the violation, including the nature, circumstances,
extent, and gravity of the violation.

(b) The economic harm caused by the violation.

(¢) The person’s history of previous violations.
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(d) The amount necessary to deter future violations.

(e) The person’s efforts to mitigate or correct the violation.

SECTION 46. 281.75 (4) (b) 3. of the statutes, as affected by 2011 Wisconsin Act
10, is amended to read:

281.75 (4) (b) 3. An authority created under subch. II of ch. 114 or ch. 231, 233,
234, 237, er 238, or 239.

SECTION 47. 285.59 (1) (b) of the statutes, as affected by 2011 Wisconsin Act 10,
is amended to read:

285.59 (1) (b) “State agency” means any office, department, agency, institution
of higher education, association, society, or other body in state government created
or authorized to be created by the constitution or any law which is entitled to expend
moneys appropriated by law, including the legislature and the courts, the Wisconsin
Housing and Economic Development Authority, the Bradley Center Sports and
Entertainment Corporation, the University of Wisconsin Hospitals and Clinics
Authority, the Fox River Navigational System Authority, the Wisconsin Aerospace
Authority, the Wisconsin Economic Development Corporation, the Wisconsin

Venture Capital Authority, and the Wisconsin Health and Educational Facilities

Authority.

SECTION 48. Nonstatutory provisions.

(1) INITIAL APPOINTMENTS.

(a) Notwithstanding the requirement of advice and consent of the senate under
section 239.02 (1) (¢) and (4) of the statutes, as created by this act, the initial members
of the board of directors and the initial chairperson of the board of the Wisconsin
Venture Capital Authority nominated by the governor under that section may be

provisionally appointed by the governor, subject to later senate confirmation. Any
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provisional appointment shall be in full force until withdrawn by the governor or
acted upon by the senate, and if confirmed by the senate shall continue for the
remainder of the unexpired term of the member and until a successor is chosen and
qualifies. A provisional appointee may exercise all the powers and duties of board
membership to which the person is appointed during the time in which the appointee
qualifies.

(b) A provisional appointment made under paragraph (a) that is withdrawn by
the governor shall, upon withdrawal, lapse ancl/ create a vacancy for provisional
appointment of another initial member of] o::d of directors or chairperson of the
board of the Wisconsin Venture Capital Authority. Any provisional appointment
made under paragraph (a) that is rejected by the senate shall upon rejection lapse
and create a vacancy for nomination and appointment of another initial board
member or chairperson of the board under paragraph (a).

(c) Notwithstanding the lengths of terms specified in section 239.02 (2) of the
statutes, as created by this act, the initial members of the board of directors of the
Wisconsin Venture Capital Authority shall be appointed for they following terms:

1. One member appointed by the governor under section 239.02 (1) (c) of the
statutes, as created by this act, for a term expiring on June 30, 2014.

2. One member appointed by the governor under section 239.02 (1) (c) of the
statutes, as created by this act, and the member appointed by the speaker of the
assembly, for terms expiring on June 30, 2015.

3. One member appointed by the governor under section 239.02 (1) (¢) of the
statutes, as created by this act, and the member appointed by the majority leader of

the senate, for terms expiring on July 1, 2016.

SECTION 49. Effective datey). <
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(1) The treatment of section 16.417 (1) (b) (by SECTION 18) of the statutes takes
effect on January 1, 2012.

(END)
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