f
!

LRBs0064
5/31/2013 1:46:17 PM

Page |
2013 DRAFTING REQUEST
Senate Substitute Amendment (SSA-SB169)
Received: 5/23/2013 Received By: mgallagh
Wanted: As time permits Same as LRB:
For: Alberta Darling (608) 266-5830 By/Representing: Andrew
May Contact: Drafter: mgallagh
Subject: Econ. Development - bus. dev. Addl. Drafters:
Econ. Development - misc.
Extra Copies: FFK
Submit via email: YES
Requester's email: Sen.Darling@legis.wisconsin.gov
Carbon copy (CC) to: michael.gallagher@legis.wisconsin.gov
Pre Topic:
No specific pre topic given
Topic:
House venture capital program under WHEDA, and other changes
Instructions:
See attached
Drafting History:
Vers. Drafted Reviewed Typed Proofed Submitted Jacketed Required
/P1 mgallagh kfollett jmurphy
5/30/2013 5/31/2013  5/31/2013
1 sbasford sbasford
5/31/2013 5/31/2013
FE Sent For:

<END>




LRBs0064

5/26/2013 3:52:14 PM

Page |
2013 DRAFTING REQUEST
Senate Substitute Amendment (SSA-SB169)
Received: 5/23/2013 Received By: mgallagh
Wanted: As time permits Same as LRB:
For: Alberta Darling (608) 266-5830 By/Representing: Andrew
May Contact: Drafter: mgallagh
Subject: Econ. Development - bus. dev. Addl. Dratters:
Econ. Development - misc.
Extra Copies: FFK
Submit via email: YES
Requester's email: Sen.Darling@legis.wisconsin.gov
Carbon copy (CC) to: michael.gallagher@legis.wisconsin.gov
Pre Topic:
No specific pre topic given
Topic:
House venture capital program under WHEDA, and other changes
Instructions:
See attached
Drafting History:
Vers. Drafted Reviewed Typed Proofed Submitted Jacketed Required

/Pl mgallagh / H ’f; o
\E:f%;] C%yz§¢ ?SH\A¢§

FE Sent For:

<END>



STATE OF WISCONSIN — LEGISLATIVE REFERENCE BUREAU

L RB Research {608 -266-0331) Library (608-266~7040) Legal (608-266—3561 }W L RB

5/23 (’76/ \o/ Mdews Eoen<enm /ID&QSj

<y e SRILG —
"“‘Iht_axf?mi\u%ﬁ SX ) o
\/'”—‘Dtﬂ{i’hﬁ. T duan S CILS S . Q- (’-uxrthg\/k { .
—Txfe e  WE D /«030
—H < A M:%b(\“;f on  Sefet % o
(ovitere. » S -
DT (on$SatT \»\f/'j}?\/@swjr’
YAsa exee
w?é%%;)::- SWTR \M(},S(‘y\(\—(‘}-f” o
Seyer itam  leem—— ¥ ST,
= elete WEDC Plncen o pvesess
\fﬁj?c\\q\« /\ja \UHEDA Ee?c»&‘%

= e Wi #—:J-»J\tw =Y o
.Z;/zfy —5 %%’WLN*}\??'\ X\VJ >R
12 Y esp CS’S‘*‘S(\ ‘r:m% eSO R aw &,

V




|

WREP R Ma cap1ta1 funds and Wisconsin businesses.

. o RS 5/5(3’ Mma
State of Wisconsin = %

2
013 - 2 LRB~~~~
MPG:kjfrs

A (ASSE MBLY SU TE AMENDMENT

- /j\;ﬁ\ TO Ksjsm_@ BILL 1873 e
£ SN

[ Dk ie ; e / Sco 55’/%/
3' o &, ? e & e . h "

\\_\ ’/W — g T b, T S
Mziy 29 2013 )Offered by Re/presentatlyes KucLrrscH and CLARK. ’;‘
3 ***AU‘/HORS SUBJECT TO CE[ANGE*** , ‘“;"

= S~

77\1 L Lowsin 40»’*“5 wnd  Ceomomil \)"» e
‘DE\J?W‘?W"’HF }\u\»)wa ‘\”7/ CWH'E DA\’ ;2&1” i’,“,p.,\ 3
o Vi

1 AN ACT to create 16.295, 20.505 (1) (fmyand 25.17 (72) of the statutes; relating }::
2 to: venture capital investment program. Z ;

34

i

o Analyszs by the Legzslatwe Reference Bureau

This substitute amendment directs epartnistit o “oF Administration (DOA) !

to establish an economic development program that operates like what is often |
referred to as a “fund of funds.” Typically, under a fund of funds investment model,
_an investment fund invests moneys with other investment funds that in turn invest

/ B S those moneys directly in operating businesses. Under the substitute amendment,
= must contract with an investment manager to manage investments in venture

WiREDA avd i Zzﬂ“";“" o
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~ Before Q0D contracts with an investment manager, {he secretary of D
form a committee to select the investment manager. {The committee mjist ¢onsist o
[ﬂiree bers appointed by the State of Wiscqigin Investment B (SWIB), one

mem ppointed by t cretary of DOA, and one member appointed by t

Wisconsin Technology Council./ A majority of the committee’s members must be
representatives of SWIB.

proposed contract W1th the 1nvestment manager (s

review is limited to deterrmnmg Whetﬁér the contract is contrary to the substitute
amendment or fails to implement an applicable provision of the substitute
amendment.
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m—ﬁ $25,000,000 to the invest

The substitute amendment requires ment '
manager for investments in venture capital funds. The substitute amendment also 1
requires the investment manager to contribute to those investments $300,000 of its
own moneys and $5,000,000 raised from other funding sources. The investment
manager must commit all of those moneys to investments within 24 months after th
date the investment manager executes the contract with m& the investment
manager must invest those moneys in at least four different venture capital funds.
The investment manager may not invest more than $10,000,000 in any one venture
capital fund.

The substitute amendment requires the investment manager to contract with
each venture capital fund that receives moneys under the program. Under that
contract, each venture capital fund must do all of the following:

1. Invest all of the moneys the venture capital fund receives under the program
in businesses that are headquartered in Wisconsin and employ at least 50 percent
of their full-time employees in Wisconsin and invest at least one—half of those
moneys in businesses that employ fewer than 150 full-time employees when the
venture capital fund first invests in the business under the program. If, within three
years after the venture capital fund makes an investment in a business under the
program, the business relocates its headquarters outside of Wisconsin or fails to
employ at least 50 percent of its full-time employees in Wisconsin, the business must
pay to the venture capital fund an amount equal to the amount of moneys contributed
by the state that the venture capital fund invested in the business under the
program, and the venture capital fund must reinvest those moneys in one or more
eligible businesses, subject to the substitute amendment’s requirements.

2. Commit at least one-half of those moneys to investments in businesses
within 24 months after the venture capital fund receives the moneys and commit all
of the moneys to investments in businesses within 48 months.

3. Invest all of those moneys in businessesfin the agriculture, information
techn , engin d products, ad ed manufactu or medical dedces and
jmaging industries “and attempt td ensure that those monevs are invested i
usinessed that are diverse with respect to{ggographic location within Wisconsin.

4. At least match the amount of the morieys the investment manager
contributes to an investment in a business with an investment of moneys in that
business that the venture capital fund has raised from other funding sources. The
substitute amendment also requires the investment manager to ensure that, on
average, a venture capital fund invests $2 in a business for every $1 the investment
manager contributes to the investment in that business.

5. .Provide to the investment manager the information necessary for the
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i ‘investment manager to make its reports to QOQydescribed below.
6. Disclose to the investment manager and to QOM any interest that the
\ venture capital fund or one of its owners or other representatives or agents holds in

i a business in which the venture capital fund invests or intends to invest moneys

under the program. ~
Similarly, the substitute amendment requires the investment manager to
disclose to any interest that it or an owner or other representative or agent of

pue ﬂf'wb‘a“ﬁ"ssb(g /M-‘;A?x
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the investment manager holds in a venture capital fund that receives moneys under
the program or a business in which a venture capital fund invests such moneys. Also,
the investment manager’s profit-sharing agreement with a venture capital fund
under the program must be on terms that are substantially equivalent to the terms
applicable for other funding sources of the venture capital fund.
Under the substitute amendment, the investment manager must set aside and
\ pay to the state its proceeds from investments of the moneys contributed to the
>Q program by the state until the investment manager has paid the state $25,000,000,
{
\\‘-1.

x
§
{
i
i
E

the amount of the state’s contribution. After that point, the investment manager
must pay 90 percent of its proceeds from such investments to the state.
\ o~ The substitute amendment requires the investment manager to submit a
§ meach year within 120 days after the end of the investment manager’s
fiscal year that includes all of the following:
1. An audit of the investment manager’s financial statements performed by an
independent certified public accountant.
2. The investment manager’s internal rate of return from investments in
venture capital funds under the program.
3. For each venture capital fund that received an investment under the
| program: a) the name and address of the venture capital fund; b) the amount of the
ﬁ‘ investment; ¢) an accounting of any fees the venture capital fund paid to itself or any
| principal or manager, and d) the venture capital fund’s average rate of return on its
| investments under the program.
% 4. For each business in which a venture capital fund held an investment of
\ moneys contributed by the investment manager under the program: a) the name and
address of the business; b) a description of the nature of the business; ¢) an
identification of the venture capital fund that made the investment; d) the amount
| of each investment in the business and the amount contributed by the venture
E capital fund; e) the internal rate of return realized by the venture capital fund on the
| investment; and f) a statement of the number of employees the business employed
| when the venture capital fund first invested in the business under the program, the
g number of employees the business employed on the first day of the investment
H manager’s fiscal year, and the number of employees the business employed on the a(/
last day of the investment manager’s fiscal year. i
ust submit the investment manager’s annual report to the legislature. /
The investment manager must also submit a quarterly report tom
preceding quarter that identifies each venture capital fund participating in the
program, each business in which a venture capital fund held an investment under
the program and the amount of each investment, and the number of employees each
business employed when the venture capital fund first invested in the business
AN under rogram and the number of employees the business employed at the end
of the quarter. must publish the information contained in the investment
manager’s quarterly report onnternet site. -2 e ——
he subsfifute aniardrnrernt-alse requires DOA To submit 1o JCF tWo progress )
reports, one in"2015 and one in 20,1&Each report mlgt{;clude all of H&M
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prehensive assessment‘bf the performance to daﬁeof the i vestment{

mmendations DOA has Tot unprovmg the 1nvestme program and }
!

or roposes to be taken tc fmplement those

recommeridations.
< Any recommeéndations S has for improving the inyéstment progr and
L the-$pecific actions SWIB proposes to be taken to 1 ggplement ose recommendations

The people of the state of Wisconsin, represented in senate and assembly, do

) enact as follows:
234> '1 34 4:
, @ D Secrion 1. {6.29) of the statutes is created to read: -

Fund of funds investment program. (1) DeFINITION. In this sestion,

“investment manager” means the person the committee selects under sub. (3) (a)

administer a program for the investment of moneys in venture capital funds that

invest in businesses located in this state. ' gw%od’ "7

&

iy (2) ESTABLISHMENT OF PRoGRAM. The {epartmend shall establish and
5

6

©

(3) SELECTION OF INVESTMENT MANAGER; CONTRACT APPROVAL. (a The

1Y shall form a comrzi’iee}/to select the investment manager. The@‘i:mﬁ:/\'

f;e’w,.‘, ‘ *—a’ Lo R My
Q) ._of_J representatives of the investment board/ one representative intl)}

3
f; erartment, appointed by the secretgry, and one representativeoft Ie “g
i (1;1_51 . ogy Couﬁijpomted the board of dir q"
12} ¥y The committee shall select a person as 1nvestment manager who has ¥
13 expertise in the venture capital or private equity asset class. g
| 14~—-- 2 When d epartment glves the notlce u}der par (b) 1 the department shall ’g’
5 15 1nves,tﬂment manager to the f'eglsla‘tlve audit :§
5 E 16 ‘hureau shall review the propo d contract %
{ {17 s after it receiv the pro\esed contract for reylew, subm\;\o the ;\
! 18 / ont committee on ﬁn‘ance ar the department aletter of review that evaluates the ; g
\% A Q : TS SPAN f %;
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(b) 1 "The Eecreté@ shall notify in writing the joint committee on finance of the

investment manager selected under par. (a) @/ The notice shall include the

Surt o bt cea e gD e oI 4 - - - ) ) .' T oo e - """"--«...‘\
ripg” of the contract an ers an 0p1n1Wern1ng the exte}nt/twy\lch the /}
contxact conforms w; thxs section and 1mplements subs (4) to (7 J/”m R

a \i'\{
5 ’s proposed contract with the investment manager.

(1;e_ce1ves the 1 nélslatlve aud1t bureaus letter of review under par. (a) 2 the

o
e

cochalrpersons of the Jomt comrmttee on ﬁnance do not notify the Gecretariythat the

-fmo rdi)osed\x

}
v
contract with the investment manager is contrary to this section or fails to |
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committee has scheduled a meetmg to determme whether the
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1mp1ement an apphcable prov1s1on of subs (4) to (7 ) lepartmetlhy and investment f

manager may execute that contract. If, within 14 working days after the date of that

notice, the cochalrpersons of the committee notify the m' that the committee

ot

has scheduled that meeting, t and investment manager may execute

the contract unless the committee determines at that meeting that the contract, in

whole or in part, is contrary to this section or fails to implement an applicable

provision of subs. (4) to (7). E
L
(4) CONTRACT WITH INVESTMENT MANAGER; DISCLOSURE REQUIREMENT. (a) Subject 2 ;
. 0
to sub (3), the shall contract with the investment manager. The contract 1 \ =
N
shall establish the investment manager’s compensation, including any management i \ IR
fee. Any management fee may not exceed, annually for no more than 4 years, 1 , ¥
percent of the total moneys designated under sub. (5) (b) 1. and raised under sub. (5)
(b) 3. ;;

s S

(b) The investment manager shall d1sclose to the gepartmen any interest that

it or an owner, stockholder, partner, officer, director, member, employee, or agent of

w/m
@R T SR I
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1 the investment manager has in a venture capital fund that receives moneys under
2 sub. (5) (b) or a business in which a venture capital fund invests those moneys.
. 3 (5) INVESTMENTS IN VENTURE CAPITAL FUNDS. (a) Subject to sub. (4) (a), the

© @ ~3 o CJ'!@

10
>
12
13
14
15
16
17
18
19
20
21
22
23
24
25

shall pay $25,000,000 ﬁ:ﬁﬁ;‘he appropriation under g. 20.505 (1) (fm)/'to
the investment manager in fiscal year 2013-14.
(b) The investment manager shall invest the following moneys in at least 4
venture capital funds:
1. The moneys under par. (a).
2. At least $300,000 of the investment manager’s own moneys.

3. At least $5,000,000 that the investment manager raises from sources other

than the (EEAFTERES ™5 (aion S/

 nm bt AT T

(¢) 1. Of the moneys designated under par. (b), the investment manager may
not invest more than $10,000,000 in a single venture capital fund.

2. Of the moneys designated under par. (b), the investment manager shall
commit at least one-half of those moneys to investments in venture capital funds
within 12 months after the date the investment manager executes the contract under
sub. (4) (a), and the investment manager shall commit all of those moneys to
investments in venture capital funds within 24 months after that date.

(d) The investment manager shall contract with each venture capital fund that
receives moneys under par. (b). Each contract shall require the venture capital fund
to do all of the following:

1. Make new investments in an amount equal to the moneys it receives under
par. (b) in one or more businesses that are headquartered in this state and employ
at least 50 percent of their full-time employees, including any subsidiary or other

affiliated entity, in this state, and invest at least one-~half of those moneys in one or
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SEcTION 1

more businesses that employ fewer than 150 full-time employees, including any
subsidiary or other affiliated entity, when the venture capital fund first invests
moneys in the business under this section. The venture capital fund’s contract with
a business in which the venture capital fund makes an investment under this
subdivision shall require that, if within 3 years after the venture capital fund makes
that investment, the business relocates its headquarters outside of this state or fails
to employ at least 50 percent of its full-time employees, including any subsidiary or
other affiliated entity, in this state, the business shall promptly pay to the venture
capital fund an amount equal to the total amount of moneys designated under par.
(b) 1. that the venture capital fund invested in the business. The venture capital fund
shall reinvest those moneys in one or more businesses that are eligible to receive an
investment under this subdivision, subject to the requirements of this section.

2. Commit at least one-half of any moneys it receives under par. (b) to
investments in businesses within 24 months after the date it receives those moneys
and commit all of those moneys to investments in businesses within 48 months after
that date.

3. Invest all of the moneys it receives under par. (b) in businesses(in the

e i b < b s rnn s o

\203 o Qg;e}{:%,.‘,@!;ﬁﬁiylisn@d in businessesfthat are diverse with respeci_toﬁeographic

21
22
23
24
25

. . . . e T . . t
location within this state. ¢ indvre Ry Llans D CC e OV G

4. At least match any moneys it receives under par. (b) and invests in a business
with an investment in that business of moneys the venture capital fund has raised
from sources other than the investment manager. The investment manager shall

ensure that, on average, for every $1 a venture capital fund receives under par. (b)
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and invests in a business, the venture capital fund invests $2 in that business from

sources other than the investment manager.

5. Provide to the investment manager the information necessary for the

investment manager to complete the annual report under sub. (7) (a) and the

o o A A

@u% e "‘?“/

kg7t i

any interest that

quarterly report under sub. (7) (c).

6. Disclose to the investment manager and the departme
the venture capital fund or an owner, stockholder, partner, officer, director, member,
employee, or agent of the venture capital fund holds in a business in which the
venture capital fund invests or intends to invest moneys received under par. (b).

(e) The investment manager’s profit-sharing agreement with each venture
capital fund that receives moneys under par. (b) shall be on terms that are
substantially equivalent to the terms applicable for other funding sources of the
venture capital fund.

(6) SPECIAL REQUIREMENTS FOR INVESTMENTS OF MONEYS CONTRIBUTED BY THE
STATE. (a) The investment manager shall hold in an escrow account its gross proceeds
from all investments of the moneys designated under sub. (5) (b) 1. until the

investment manager satisfies par. (b).

(b) At least annually, the investment manager shall pay any moneys held under

par. (a) to the secretary/for deposit into the general fund until the investment

manager has paid a total of $25,000,000 under this paragraph.
(c) After the investment manager satisfies par. (b), the investment manager

shall pay 90 percent of its gross proceeds from investments of the moneys designated

under sub. (5) (b) 1. to the secrft/a\r};ﬁor deposit into the general fund.

o —— e

-

(7) REPORTS OF THE INVESTMENT MANAGER; PUBLIC DISCLOSURES. (&) Annually,

within 120 days after the end of the investment manager’s fiscal year, the investment

. L
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manager shall submit a report to the for that fiscal year that includes
all of the following:

1. An audit of the investment manager’s financial statements performed by an
independent certified public accountant.

2. The investment manager’s internal rate of return from investments under
sub. (5) (b).

3. For each venture capital fund that contracts with the investment manager
under sub. (5) (d), all of the following:

a. The name and address of the venture capital fund.

b. The amounts invested in the venture capital fund under sub. (5) (b).

¢. An accounting of any fee the venture capital fund paid to itself or any
principal or manager of the venture capital fund.

d. The venture capital fund’s average internal rate of return on its investments
of the moneys it received under sub. (5) (b).

4. For each business in which a venture capital fund held an investment of
moneys the venture capital fund received under sub. (5) (b), all of the following:

a. The name and address of the business.

b. A description of the nature of the business.

¢. An identification of the venture capital fund that made the investment in the
business.

d. The amount of each investment in the business and the amount invested by
the venture capital fund from funding sources other than the investment manager.

e. The internal rate of return realized by the venture capital fund upon the

venture capital fund’s exit from the investment in the business.
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f. A statement of the number of employees the business employed when the
venture capital fund first invested moneys in the business that the venture capital
fund received under sub. (5) (b), the number of employees the business employed on
the first day of the investment manager’s fiscal year, and the number of employees
the business employed on the last day of the investment manager’s fiscal year.

(b) No later than 10 days after it receives the investment manager’s report

S—

under par. (a), thshall submit the report to the chief clerk of each house

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

(c) Quarterly, the investment manager shall submit a report to the {
for the preceding quarter that includes all of the following:

1. An identification of each venture capital fund under contract with the
investment manager under sub. (5) (d).

2. An identification of each business in which a venture capital fund held an
investment of moneys the venture capital fund received under sub. (5) (b) and a
statement of the amount of the investment in each business that separately specifies
the amount of moneys designated under sub. (5) (b) 1. that were contributed to the
investment.

3. A statement of the number of employees the business employed when the
venture capital fund first invested moneys in the business that the venture capital
fund received under sub. (5) (b) and the number of employees the business employed

at the end of the quarter.
" (d) The aep{rtmen}s shall make the investment manager’s quarterly report

. - - W .
@ under par. (c) readily accessible to the public on thw Internet site.
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(8) PrROGRESS REPORTS. In 2015 and 2018, no later than March 1, the departmenf;. ‘

shall submit reports to the joint committee on finance that include all of’\./

W,Nﬁ,‘,._w,_\\\
3

e
ene i RO S

3 lowing:

4 ) A comprehensive assessment of the performance to date of j;h"er investment i

5 program wnder this section. Y

6 (b) \recommendations the department has }for‘r’improvement of the g

7 investment progr under this section and the spgpiﬁc actions the department E
‘ 8 intends to take or proppses to be taken to implen}gﬁg those recommendations.
E‘E 9 (¢) Any recommendations the 1nvestms;rft board has for improvement of the 5
| 10 investment program under tiis section and/the specific actions the investment board l
i 11 proposes to be taken to implemext those recommendations.

12 (9) EXEMPTION FROM LOW BID N CONTRACTUAL SERVICES REQUIREMENTS. Sections

13 16.705 and 16.75 do not apply to this\se\ction.

\

14 SECTION 2. 20.005 ( if(;schedule) of thk statutes: at the appropriate place, insert
15 the following amoun}s for the purposes indic¢gted:
16 \\ 2013-14  2014-15
17 20.505 Adnrinistration, department of \\
18 (1)  SUPERVISION AND MANAGEMENT
19 (fm) /Fund of funds investment pro-
20 gram GPR A 25,000,000 -0-
) N
/ 21 SECTION 3. 20.505 (1) (fm) of the statutes is created to reads )
k 22 20.505 (1) (fm) Fund of funds investment program. T}ie\al\ounts in the !
\& schedule for the venture capital investment program under s. 16 295 f’

it

24 ECTION #25.17 (72) of the statutes is created to read:
S e

w7
v \V 5
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