History of Proposal March 16, 2012

SENATE BILL 463 (LRB -3864)

An Act to repeal 71.07 (5d) (c) 1.; to amend 73.03 (63), 238.15 (1) (intro.), 238.15 (1) (h), 238.15 (1) (j), 238.15 (1) (km) and
238.15 (3) (d) (intro.); and to create 238.15 (1) (m) of the statutes; relating to: the angel investment and early stage seed
investment tax credit programs. (FE)
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Introduced by Senators Leibham and Darling; cosponsored by Representatives Kuglitsch, Klenke and
Tauchen.

Read first time and referred to committee on Economic Development and Veterans and Military Affairs .... 697

Fiscal estimate received.

Public hearing held.

Executive action taken. .

Report passage recommended by committee on Economic Development and Veterans and Military

ASTAITS, AYESs T, INOBS O oottt b e et st e e e ese st e se b et e s e asanaeasnebebssnennenrsene 736
Available for scheduling.
Senate amendment 1 offered by Senator Leibham (LRB 82471) ... eeee e 736
Fiscal estimate received.
Senate amendment 2 offered by Senator Leibham (LRB @2571) ....cooooiviiiiiiiiiniiicceiresiceeierensieeeneeas 751
Referred to joint committee on Finance by committee on Senate Organization, pursuant to Senate Rule

41 (1)E), AYES 5, NOES O oottt ettt ettt s e b et e s e e g e resabe st s ninensnan 756

Withdrawn from joint committee on Finance and made Available for Scheduling by committee on

Senate Organization, pursuant to Senate Rule 41 (1)(e), Ayes 5, Noes 0
Placed on calendar 3-6-2012 pursuant to Senate Rule 18(1) ...
Read aseCond tIME .....coovrviiieiiieee et e e e

Senate amendment 3 offered by Senators Hansen, Taylor, Holperin, C. Larson, King, Wirch, Risser,
Miller, Lassa and Vinehout (ILRB A2657) ........ooovviiiiieecee et et ee et enne et e e vt e easeeaessseeeaes

Rules suspended ..................

Read a third time and passed, Ayes 32, Noes 1 ...

Ordered immediately messaged ......c.ccoovevevevienenen.

RECEIVED fTOM SENALE ..oeioniieie ittt ettt et ra e sh e s e et e e ne st e b e s st anebaneassasnsnan

Read first time and referred to committee on Rules

Made a special order of business at 11:35 AM. on 3-13-2012 pursuant to Assembly Resolution 22

Read a second time.

Assembly substitute amendment 1 offered by Representatives Barca, Seidel, Pasch, Danou, Sinicki,
Turner, Hebl, Vruwink, Clark, Bernard Schaber, Milroy, Molepske Jr and Jorgensen (LRB s0400).

Assembly substitute amendment 1 laid on table, Ayes 59, Noes 34.

Assembly substitute amendment 2 offered by Representatives Barca, Pasch, Mason, Molepske Jr and
Seidel (LRB s0422).

Assembly substitute amendment 2 laid on table, Ayes 59, Noes 34.

Ordered to a third reading.

Rules suspended.

Read a third time and concurred in, Ayes 90, Noes 3.

Ordered immediately messaged.

Received from Assembly concurred in.
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2011 SENATE BILL 463

February 13, 2012 - Introduced by Senators LEIBHAM and DARLING, cosponsored by
Representatives KUGLITSCH, KLENKE and TAUCHEN. Referred to Committee on
Economic Development and Veterans and Military Affairs.

AN ACT to repeal 71.07 (5d) (c) 1.; to amend 73.03 (63), 238.15 (1) (intro.), 238.15

(1) (h), 238.15 (1) (§), 238.15 (1) (km) and 238.15 (3) (d) (intro.); and to create
238.15 (1) (m) of the statutes; relating to: the angel investment and early stage

seed investment tax credit programs.

Analysis by the Legislative Reference Bureau

Under current law, the angel investment tax credit program allows a taxpayer
to claim a tax credit that equals 25 percent of a bona fide angel investment made
directly in a qualified new business venture (QNBYV) for the tax year. Current law
provides that a QNBYV is a business that is certified by the Wisconsin Economic
Development Corporation (WEDC). Under current law, WEDC may certify a
business as a QNBV if the business meets certain conditions, including being
headquartered in this state, employing at least 51 percent of its employees in this
state, and having less than 100 employees. Under this bill, in addition to the existing
certification conditions, to be certified as a QNBV a business must agree to stay in
this state for at least three years following the receipt of a bona fide angel investment
and must agree to pay a penalty to WEDC if the business relocates outside of this
state within three years of receiving a bona fide angel investment. Additionally, the
bill provides that certain conditions that a business must satisfy to be certified as a
QNBY, such as having less than 100 employees and not having operated in Wisconsin
for more than ten consecutive years, apply only to initial certifications.

Under current law, a person who claims a tax credit for an early stage seed or
angel investment must hold the investment for at least three years. If the person
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does not hold the investment for at least three years, the person must pay to the
Department of Revenue (DOR) the amount of the credit that the person received
related to the investment. Under this bill, a person that holds such an investment
for less than three years does not have to repay the tax credit to DOR, if the person’s
investment becomes worthless, as determined by WEDC, or if a bona fide liquidity
event occurs, as determined by WEDC. )

Under current law, the maximum amount of angel investment credits that may
be claimed by all claimants for all taxable years combined is $47,500,000. The bill
eliminates this limitation.

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 1y, do
enact as follows:
>‘~.\___/ 1,(/‘/ S SAl~y

SECTION 1. 71.07 (5d) (¢) 1. of the statutes is repealedl\m

oy

SECTION 2. 73.03 (63) of the statutes, as affected by 2011 Wisconsin Act 32, is N

mended to read:

73.03 (63) Notwithstanding the amount limit

X
'eﬁ'grg;éciﬁed under s—71.07 (3\

(B5d){e)}1-and s. 238.15 (3) (d) or s. 560.205 c{), 2009 stats., in consultation with

the department of commerce or the consin Economic Development Corporation, /

to carry forward to subsequetg.t*’fgxable years unclaimed credit amounts of the early
L

o
stage seed investment eredits under ss. 71.07 (5b), 71.28 (5b), 71.47 (5b), and 76.638
o :

val

:,5
9 and the angel 'g;véstment credit under s. 71.07 (5d). Annually, no later than July 1,
rf/‘t
\‘ 104 the department of commerce or the Wisconsin Economic Development Corporation

shal]l’submit to the department of revenue its recommendations for the carry forward

of credit amounts as provided under this subsectio{

> /s, Sar-3 |
, 13 SECTION 3. 238.15 (1) (intro.) of the statutes, as affected by 2011 Wisconsin Act

14 32, is amended to read:

15 238.15 (1) ANGEL INVESTMENT TAX CREDITS. (intro.) The corporation shall

16 implement a program to certify businesses for purposes of s. 71.07 (5d). A business
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SENATE BILL 463 SECTION 3
desiring certification shall submit an application to the corporation in each taxable

year for which the business desires certification. The business shall specify in its

application the investment amount it wishes to raise and the corporation may certify

the business and determine the amount that qualifies for purposes of s. 71.07 (5d).

71.07 (5d) only if the business satisfies all of the following conditions:

SECTION 4. 238.15 (1) (h) of the statutes, as affected by 2011 Wisconsin Act 32,
is amended to read:

238.15 (1) (h) It At ime it is initi i under this subsection, it has
less than 100 employees.

SECTION 5. 238.15 (1) () of the statutes, as affected by 2011 Wisconsin Act 32,
is amended to read: |

238.15 (1) (§) It At the time it is initially certified under this subsection, it has
been in operation in this state for not more than 10 consecutive years.

SECTION 6. 238.15 (1) (km) of the statutes, as affected by 2011 Wisconsin Act
32, is amended to read:

238.15 (1) (km) It has not received aggregate‘private equity investment in cash
of more than $10,000,000 prier-te-being before it is initially certified under this
subsection.

SECTION 7. 238.15 (1) (m) of the statutes is created to read:

238.15 (1) (m) 1. It agrees that it will not relocate outside of this state during
the 3 years after it receives an investment for which a person may claim a tax credit
under s. 71.07 (5d) and agrees to pay the corporation a penalty, in an amount

determined under subd. 2., if the business relocates outside of this state during that
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SENATE BILL 463 SECTION 7
3-year period. For the purposes of this paragraph, a business relocates outside of
this state when the business locates more than 51 percent of any of the following
outside of this state:

a. The business’s employees.

b. The business’s total payroll.

¢. The activities of the business’s headquarters, as determined by the
corporation.

2. The amount of a penalty payment under subd. 1. is any of the following:

a. Ifthe relocation occurs less than 12 months after the investment, 100 percent
of the tax credit that was claimed under s. 71.07 (5d) as the result of the investment.

b. If the relocation occurs 12 months or more after the investment but less than
24 months after the investment, 80 percent of the tax credit that was claimed under
s. 71.07 (5d) as the result of the investment.

c. If the relocation occurs occurs 24 months or more after the investment but
less than 36 months after the investment, 60 percent of the tax credit that was
claimed under s. 71.07 (5d) as the result of the investment.

SECTION 8. 238.15 (3) (d) (intro.) of the statutes, as affected by 2011 Wisconsin
Act 32, is amended to read:

238.15 (3) (d) Rules. (intro.) The corporation, in consultation with the
department of revenue, shall adopt rules to administer this section. The rules shall
further define “bona fide angel investment” for purposes of s. 71.07 (5d) (a) 1. The
rules shall limit the aggregate amount of tax credits under s. 71.07 (5d) that may be
claimed for investments in businesses certified under sub. (1) at $3,000,000 per
calendar year for calendar years beginning after December 31, 2004, and before

January 1, 2008, $5,500,000 per calendar year for calendar years beginning after
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SENATE BILL 463 SECTION 8

December 31, 2007, and before January 1, 2010, $6,500,000 for calendar year 2010,
and $20,000,000 per calendar year for calendar years beginning after December 31,
2010, plus, for taxable years beginning after December 31, 2010, an additional
$250,000 for tax credits that may be claimed for investments in nanotechnology
businesses certified under sub. (1). The rules shall also limit the aggregate amount
of the tax credits under ss. 71.07 (5b), 71.28 (5b), 71.47 (5b), and 76.638 that may be
claimed for investments paid to fund managers certified under sub. (2) at $3,500,000
per calendar year for calendar years beginning after December 31, 2004, and before
January 1, 2008, $6,000,000 per calendar year for calendar years beginning after
December 31, 2007, and before January 1, 2010, $8,000,000 for calendar year 2010,
and $20,500,000 per calendar year for calendar years beginning after December 31,
2010, plus, for taxable years beginning after December 31, 2010, an additional
$250,000 for tax credits that may be claimed for investments in nanotechnology
businesses certified under sub. (1). The rules shall also provide that, for calendar
years beginning after December 31, 2007, no a person mayreceive who receives a
credit under ss. 71.07 (5b) and (5d), 71.28 (5b), 71.47 (5b), or 76.638 unless-the
person’s must keep the investment is-kept in a certified business, or with a certified

fund manager, for no less than 3 years, unless the person’s investment becomes

permit the corporation to reallocate credits under this section that are unused in any

calendar year to a person eligible for tax benefits, as defined under s. 238.16 (1) (d),
if all of the following apply:

(END)
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SENATE AMENDMENT 1,
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February 23, 2012 - Offered by Senator LEIBHAM.

At the locations indicated, amend the bill as follows:

1. Page 2, line 1: before that line insert:

32, is amended to read:

ECTION 1d. 71.07 (5b) (d) 3. of the statutes, as affected by 2011 Wisconsin Act‘7
71.07 (5b) (d) 3. Fer Except as provided under s. 238.15 (3) (d) (intro.), for (
investments made after December 31, 2007, if an investment for which a claimant g
i
claims a credit under par. (b) is held by the claimant for less than 3 years, the Z
claimant shall pay to the department, in the manner prescribed by the department, /

the amount of the credit that the claimant received related to the investmenty.

2. Page 2, line 1: delete “SECTION 1” and substitute YSECTION 1. Sﬁ (-Z
3. Page 2, line 1: after that line insert: SA 1-2

ECTION 1h. 71.07 (5d) (d) 1. of the statutes, as affected by 2011 Wisconsin Act

32, is amended to read:
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investments made after December 31, 2007, if an investment for which a claimant

U—
pmme i,

claims a credit under par. (b) is held by the claimant for less than 3 years, the

claimant shall pay to the department, in the manner prescribed by the department,

SECTION 1j. 71.28 (5b) (d) 3. of the statutes, as affected by 2011 Wisconsin Act

| 32, is amended to read:

71.28 (5b) (d) 3. Fer Except as provided under s. 238.15 (3) (d) (intro.), for

j the amount of the credit that the claimant received related to the investment.
/
!
;
:
i
i

investments made after December 31, 2007, if an investment for which a claimant
claims a credit under par. (b) is held by the claimant for less than 3 years, the
claimant shall pay to the department, in the manner prescribed by the department,
the amount of the credit that the claimant received related to the investment.
SECTION Im. 71.47 (5b) (d) 3. of the statutes, as affected by 2011 Wisconsin Act

32, is amended to read:

71.47 (5b) (d) 3. Fer Except as provided under s. 238.15 (3) (d) (intro.), for

investments made after December 31, 2007, if an investment for which a claimant
claims a credit under par. (b) is held by the claimant for less than 3 years, the

claimant shall pay to the department, in the manner prescribed by the department,

“\\Phe amount of the credit that the claimant received related to the investment.f.

%"""Na.._..

(END)
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SENATE AMENDMENT 4,
TO 2011 SENATE BILL 463

March 6, 2012 - Offered by Senator LEIBHAM.

At the locations indicated, amend the bill as follows:

1. Page 2, line 1: dglete lines 1 to 12.

? (END)



