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CURRENT LAW 

 The Wisconsin Economic Development Corporation (WEDC) is a public-private entity 
created under state law as the state's lead agency in promoting economic development. WEDC 
offers a number of tax credits, loans, grants, and technical assistance programs to eligible 
Wisconsin companies. According to WEDC's annual report on economic development, in 2019-20 
WEDC entered into contracts to award: (a) $45.8 million of tax credits; (b) $2.2 million of loans; 
(c) $27.5 million of grants; and (d) $170.2 million of federally tax exempt industrial revenue bonds. 
In addition, WEDC certified businesses to participate in the angel and early stage seed tax credit 
programs so that equity investors can receive up to $25.1 million for their investments in such 
businesses. 

 Badger Fund of Funds Investment Program 

 The Badger Fund of Funds investment program was established within the Department of 
Administration (DOA) under 2013 Act 41. Under Act 41, the state was required to commit $25 
million GPR of capital to invest in venture capital funds. The venture capital funds would then 
make direct investments in businesses. Prior to enactment of Act 41, funding to support the fund 
of funds was placed in the Joint Committee on Finance's supplemental appropriation by 2013 Act 
20 (the 2013-15 biennial budget) for potential release pending enactment of subsequent 
authorizing legislation. On May 6, 2014, the Committee authorized the release of the supplemental 
funding. 

 Under Act 41, venture capital funds that receive moneys from the state must make 
investments in eligible businesses that are: (a) headquartered in this state; (b) employ at least 50% 
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of their full-time employees in this state; and (c) invest at least half of those moneys in businesses 
that employ fewer than 150 full-time employees. Eligible businesses must be in the agriculture, 
information technology, engineered products, advanced manufacturing, medical devices, or 
medical imaging industries. The venture capital fund must attempt to ensure that businesses 
represent diverse geographic regions of the state. 

 The state contracted with an investment manager in June, 2015, to invest the amounts 
contributed to the Badger Fund of Funds, including the state's one-time contribution of $25.0 
million. The state's contribution is held in escrow and is released as capital draws are requested.  

 DOA's Capital Finance Office publishes quarterly and annual reports on the Badger Fund 
of Funds. These reports detail the total fund size, the amount of the Badger Fund of Funds 
commitment, the amount of each commitment funded to date, and the amount invested to date. 
The reports also detail other activities conducted by portfolio fund managers. The most recent 
report was published on May 26, 2021, and is attached to this paper.  

 As shown in the attachment, through March 31, 2021, the total fund size of the Badger Fund 
of Funds was $60.7 million. Approximately $27.1 million of the funds have been committed by 
the Badger Fund of Funds (41% of fund size) to five investment funds. Of the funds committed, 
the investment funds have drawn state funding of $8.1 million (30% of committed funds). Together 
with private investment, a total of $19.6 million has been invested to support 23 active companies 
employing 181 workers.  

 According to DOA's quarterly report, after accounting for the total capital raised by the 
companies along with funding invested by the Badger Fund of Funds, in aggregate, for every $1 
of state monies invested by the Badger Fund of Funds, an additional $3.4 from other investors has 
been invested in Wisconsin-based companies. 

Business Investment Credits - Qualified New Business Ventures 

 WEDC's qualified new business venture (QNBV) program offers incentives for investment 
in early-stage Wisconsin businesses with the potential for significant economic impact and job 
growth. The program includes the angel investment tax credit and the early stage seed investment 
tax credit. The angel investment tax credit equals 25% of the claimant's bona fide angel investment 
made directly in a QNBV certified by WEDC. The early stage seed investment tax credit is equal 
to 25% of the claimant's investment paid in the tax year to a certified fund manager that the fund 
manager invests in a QNBV certified by WEDC. WEDC can verify investments as eligible to 
claim up to $30 million of angel and early stage seed credits per calendar year. 

 Investments in a QNBV must be maintained in the business by an angel investor, angel 
investment network, or certified fund manager for at least three years. The aggregate amount of 
investment in any one QNBV that may qualify for angel investment or early stage seed investment 
tax credits is $12.0 million. However, there is no limit on the amount of credits investors can claim. 
A person who makes an investment in a certified fund and who is eligible to claim an early stage 
seed investment tax credit may sell or otherwise transfer the credit, no more than once in a 12-
month period, to another person to offset that person's income, franchise, or insurance premiums 
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tax liability. 

 To be certified as a QNBV, eligible companies must meet several criteria, including: (a) 
being headquartered in Wisconsin; (b) having at least 51% of employees based in Wisconsin; (c) 
having fewer than 100 employees; (d) being in operation for no more than ten consecutive years; 
(e) offering significant potential for increasing jobs or increasing capital investment in Wisconsin; 
and (f) having not received aggregate private equity or venture capital investment of more than 
$10 million. A company does not lose its certification if it later hires more than 100 employees. A 
QNBV must agree that it will not relocate outside the state during the three years after it receives 
an investment eligible to receive angel or early stage seed investment credits. 

 As indicated in the attachment, all but one of the companies that receive investment from 
the Badger Fund of Funds are certified as QNBVs, and private investors are eligible for early stage 
seed and angel investment tax credits for the private-funded portion of the investment, offsetting 
25% of the investor's initial investment in the QNBV. WEDC policies and procedures specify that 
the public portion of investments made through the Badger Fund of Funds may not be used as the 
basis for claiming credits.   

DISCUSSION POINTS 

Policy Considerations 

1. Seed funding and early stage funding are meant to assist new businesses with 
insignificant growth or profits in their startup phase by financing their proof-of-concept business 
development and first steps into market research and product development. Start-ups use the funding 
to investigate the marketability of the concept of their business by determining what exactly their 
product will be and who they are selling to.  

2. As discussed above, DOA's Badger Fund of Funds program assists such companies to 
obtain funding. As shown in the attachment, the Badger Fund of Funds has invested with two seed 
stage funds, which in turn have invested $12.6 million through March, 2021, as well as one growth 
stage fund, which has invested $7.0 million. Also, WEDC administers the QNBV program to assist 
companies at these stages. According to WEDC, in 2019, investors provided $58.4 million to 72 
QNBVs, qualifying them to claim up to $6.1 million under the early stage seed tax credit and $8.5 
million under the angel investment tax credit.   

3. In contrast to seed and early stage funding, in which businesses have a higher risk for 
success at this stage, a key goal of late stage venture capital is to invest for equity ownership in small 
businesses that have advanced to the next stage of their development and have the potential to grow 
substantially.  

4. Generally, the source of venture capital ultimately comes from investors, whether those 
investors are wealthy individuals, endowments, or large institutions, such as pension funds, insurance 
companies, and corporations. This funding may be directly invested in venture capital funds, or 
indirectly by way of intermediary, such as a fund of funds or an investment advisor. Typically, a 
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venture capital fund invests in stages by providing for first round of initial funding and then for future 
rounds, depending on how successfully the business develops.  

5. Public programs may seek to spur capital investment by providing public funding or by 
subsidizing private investment into local startups. An important premise supporting public investment 
in venture capital programs is that new firms and other startup ventures represent a key part of job 
creation. For example, the Congressional Research Service indicates that opening/startup 
establishments accounted for just under 30% of all employment gains in the United States from 2010 
to 2019. For comparison, according to the U.S. Census Bureau's Statistics of U.S. Businesses, in 2017 
there were 15,170 firms (representing 25,270 establishments at a single physical location) in the 20 
to 499 employee size category that employed 869,367 workers (34% of enterprise employment) in 
Wisconsin. 

6. Economic research indicates that business size and age are important factors for job 
growth in the economy. Small businesses have been found to be the largest source of job creation in 
the economy. However, small businesses also have high rates of job destruction, compared to larger 
firms, because they are more likely to go out of business. In particular, new startup firms, which by 
their very nature tend to be small, are more volatile and, therefore, more likely to fail after creating 
jobs, as compared to more established firms. For this reason, some researchers have found that, as a 
group, startups with fewer than 20 employees tend to have a negligible impact on job growth over the 
long term. While new and small firms are an important source of job creation, their net impact on job 
growth is smaller compared to the growth contributed by larger, more mature firms. For comparison, 
researchers have found that young firms that employ 20 to 499 employees tend to positively impact 
job creation after their first year of operation, with their impact increasing through their fifth year as 
they grow and take on more employees. This may be because young firms that demonstrate the 
capacity to endure and grow to the point that they hire more than 20 workers are less likely to fail and 
terminate the jobs they create. 

7. Because the expansion of small firms accounts for an outsized amount of employment 
gains, venture capital funding can be viewed as a leading indicator for economic growth and job 
creation. Further, because early stage investment is so risky, investors may be less inclined to 
participate in such offerings if there is no clear avenue for startup firms to later obtain additional 
funding from other sources to expand. Broader availability of venture capital, such as through a state 
fund of funds program, provides an incentive for private investors to further invest in startup firms. 

8. Based on the size of its economy and population, Wisconsin garners less investment 
compared to other states. According to the Wisconsin Technology Council, out of the 50 states, in 
2020, Wisconsin ranked 19th in annual net business formations, but only 34th in foreign direct 
investment and 29th in annual venture capital investment. According to the National Science Board, 
in 2019 there was $761 of venture capital disbursed per $1 million of GDP in Wisconsin, which ranks 
38th out of the 50 U.S. States and the District of Columbia. Comparing the number of companies 
having employment in science, engineering, and technology to the number of venture capital deals 
for such companies, Wisconsin ranked 22nd in 2016. 

9. According to the Wisconsin Technology Council, $454 million was invested in 
Wisconsin companies in 2019 across 123 early stage venture capital deals. Nearly half of that 
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investment was made into two companies in Rock County in the health care industry, specifically in 
the medical diagnostic and therapeutic isotopes fields.   

Venture Capital Fund  

10. Assembly Bill 68/Senate Bill 111 (AB 68/SB 111) would create a continuing 
appropriation with $100,000,000 GPR in 2021-22 and would require WEDC to establish and 
administer a fund of funds program to invest in venture capital funds that invest in businesses located 
in Wisconsin. Moneys appropriated could be used to pay management fees and the amounts necessary 
to make capital investments through the program. WEDC would have to create the fund of funds, 
provide that the fund continuously reinvest its assets, and create an oversight board to conduct any 
activity required by law or directed by WEDC. WEDC would be required to establish policies and 
procedures to administer the program.   

 In addition, AB 68/SB 111 would require the oversight board to establish investment policies, 
which would be subject to the following conditions: (a) all moneys paid to the investment manager 
to make investments would have to be committed for investment to venture capital funds no later than 
60 months after the creation of the fund of funds; (b) no more than $25 million of the total paid to the 
investment manager to make investments could be invested in any single venture capital fund; and 
(c) at least 20% of the investments made through the program would have to be directed to businesses 
that are: (1) located in parts of this state that typically do not receive significant investment from 
venture capital funds; (2) at least 51% owned by one or more members of a racial minority group and 
the management and daily business operations of which are controlled by one or more members of a 
racial minority group; or (3) at least 51% owned by one or more women and the management and 
daily business operations of which are controlled by one or more women. Specify that no investment 
could be made through the program in a lobbying or law firm. 

 Further, AB 68/SB 111 would require the oversight board to contract with an investment 
manager who meets the qualifications established by WEDC. The contract would be required to 
establish the investment manager's compensation, including any management fee (which could not 
annually exceed 1% of the total assets under management in the program). The investment manager 
would have to request funding from WEDC in order to make investments through the fund of funds 
and to pay the investment manager's management fee. WEDC would have to, subject to approval of 
the Secretary of DOA, pay monies to the investment manager from the continuing venture capital 
fund of funds program appropriation.  

 The investment manager would be required to contract with each venture capital fund that 
would receive funding through the program. Each contract would have to require the venture capital 
fund to: (a) make new investments in an amount equal to the amount of moneys it receives through 
the program in one or more businesses who are headquartered in Wisconsin and whose operations are 
primarily in this state; (b) match, at least, any funding it receives through the program and that it 
invests in a business described in "(a)" with funding the venture capital fund has raised from sources 
other than the program; and (c) provide the investment manager with the information necessary to 
complete the reports described below. Further, the investment manager would have to ensure that, on 
average, for every $1 a venture capital fund receives through the program and invests in such 
businesses, the venture capital fund invests $2 in that business from sources other than the program.  
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 The investment manager would have to annually submit to WEDC a report for the fiscal year, 
no later than 120 days after the end of the fiscal year, including the following: 

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

 b. The investment manager's internal rate of return from investments made through the 
program.  

 c. For each venture capital fund that contracts with the investment manager, the name and 
address of the venture capital fund, the amount invested in the venture capital fund through the 
program, an accounting of any fee the venture capital fund paid to itself or any principal or manager 
of the venture capital fund, and the venture capital fund's average internal rate of return on its 
investments of the moneys it received through the program.  

 d. For each business in which a venture capital fund held an investment of moneys received 
through the program, include: (1) the name and address of the business; (2) a description of the nature 
of the business; (3) the identification of the venture capital fund; (4) the amount of the investment and 
the amount invested by the venture capital fund from funding sources other than the program; (5) the 
internal rate of return realized by the venture capital fund upon the venture capital fund's exit from 
the investment in the business; and (6) a statement of the number of employees the business employed 
when the venture capital fund first invested moneys received through the program and the number of 
employees the business employed on the first day and last day of the investment manager's fiscal year.  

 WEDC would have to submit the investment manager's report, no later than 10 days after 
receipt of it, to the Chief Clerk of each house of the Legislature, for distribution to the Legislature. 

 The investment manager would also be required to submit quarterly reports to the oversight 
board, including: (a) an identification of each venture capital fund under contract with the investment 
manager; (b) an identification of each business in which a venture capital fund held an investment of 
moneys received through the program and a statement of the amount of the investment in each 
business; and (c) a statement of the number of employees the business employed when the venture 
capital fund first invested moneys received through the program and the number of employees the 
business employed on the last day of the quarter. The oversight board would have to make the reports 
readily accessible to the public on WEDC's website  

11. According to the administration's Budget in Brief, the venture capital fund would focus 
on investing in emerging Wisconsin companies. The administration indicates that high-growth 
industries, such as medical and informational technology, are vital to the state's future economic 
success, but that Wisconsin routinely attracts far less than its share of venture capital investment 
relative to its share of national population or income. Further, according to the administration, in 
recent years, investment in Wisconsin venture capital companies has been near historic lows relative 
to the national total.  

12. A group headed by eight former secretaries of WEDC, and its predecessor (the 
Department of Commerce), announced their support for the venture capital fund proposed under AB 
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68/SB 111. In part, they support the proposal because it would allow Wisconsin entrepreneurs to 
access next-step financing from in-state sources, so that late stage venture capital companies would 
not be compelled to leave the state to obtain larger amounts of capital. 

13. The fund of funds investment model is intended to leverage additional private funding 
to increase the reach and impact of the program. As such, the proposal would require that non-state 
funded investments comprise two-third of the venture capital funds invested through the WEDC fund 
of funds program. The administration indicates that WEDC should have oversight of this fund of 
funds program because WEDC can utilize its existing relationships with businesses across Wisconsin 
to match promising new businesses with necessary investment capital. 

14. According to the Wisconsin Technology Council, an important consideration in the 
proposed amount of funding provided under the bill is to attract larger fund investment managers, and 
large investors, to Wisconsin. Large investors are less likely to be interested in small, unknown 
venture capital funds that invest in local companies with unknown growth prospects. Thus, the 
proposed public investment of $100 million is intended to compete with larger markets in the country 
to attract a larger pool of investment managers and investors who may otherwise not be inclined to 
invest in the state.  

15. Further, the fund of funds model for investing in startups can also support the capacity 
of local venture capital firms and serve as a central connection for small local startup firms to national 
venture capital investors.  Expanding the number of, and the reach of, local venture capital funds can 
improve access to equity financing in the state. For example, after receiving support from the Badger 
Fund of Funds, the Winnow Fund and the Gateway Capital Fund exceeded their fundraising goals, 
thereby adding new active investment funds in the state.   

16. Also, investing resources into several different funds, as opposed to providing financing 
via a single fund or grant program, diversifies the risk that any single company or investing strategy 
may fail. By providing funding to several funds, the venture capital fund of funds would be able to 
utilize different industry knowledge and investment strategies into different sectors and regions of 
Wisconsin's economy.  

17. For these reasons, the Committee could find that a WEDC fund of funds venture capital 
program could improve the sources of funding available to grow local firms seeking to expand in the 
state and approve the proposal (Alternative A1). 

18. The Committee could also approve the program, but choose to fund the program at a 
different level (Alternative A2). In doing so, the Committee could choose to utilize federal funding 
the state receives under the State Small Business Credit Initiative (SSBCI), which was recently 
provided under the federal American Rescue Plan Act of 2021 (ARPA).  Wisconsin is estimated to 
receive one-time SSBCI funding of approximately $56.2 million, for disbursement prior to September 
30, 2030. SSBCI funding can be used by states to provide small businesses (generally having less 
than 500 employees) with financing through venture capital programs, lending, equity investment, or 
other credit support programs. 

19. On the other hand, it should be noted that expending SSBCI funding for the venture 
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capital fund would prevent its expenditure for other programs. For instance, a previous round of 
SSBCI funding supported loans to small business, such as $1.5 million in 2016-17 that WEDC used 
to support technology development loans. According to the administration, WEDC and the Wisconsin 
Housing and Economic Development Authority will be the relevant entities working with DOA to 
prepare the state's application for SSBCI funding and for planning its use. WEDC indicates that it is 
currently in the planning stages for potential uses of the funds, as federal regulations regarding its use 
have not yet been promulgated. Until such guidance is issued, it may not be clear to what extent the 
SSBCI funding may be limited in how it could be invested through the venture capital fund, or through 
other economic programs.   

Alternatives to WEDC Venture Capital Fund of Funds 

20. Alternatively, the Committee could choose to provide additional funding for the Badger 
Fund of Funds program, rather than create a new venture capital program (Alternative A3). Under 
this alternative, the statutory provisions discussed above would also be adopted as to the 
administration of the additional state funding (but not to the preexisting program) provided to the 
Badger Fund of Funds. Current provisions regarding the existing Badger Fund of Funds program 
would remain unchanged. 

21. As discussed, the Badger Fund of Funds has already committed funding to four seed 
stage funds and a growth stage fund. Given the Badger Fund of Funds' preexisting record of 
investment management on behalf of the state, as shown in the Attachment, the Committee could find 
that it is unnecessary to create an entirely separate fund to engage in similar activities.  

22. On the other hand, the Committee may not wish to provide funding for the Badger Fund 
of Funds for several reasons. Creating a new fund could fill a different role in supporting firms in 
Wisconsin by focusing on the companies which need larger amounts of capital than currently intended 
under the Badger Fund of Funds. The Badger Fund of Funds is primarily oriented towards smaller 
dollar investments, typically $400,000 to $500,000, and smaller commitments to new venture capital 
funds.  By law, the investment funds that receive funding from the Badger Fund of Funds are required 
to commit half of this funding to businesses having fewer than 150 employees. Thus, the Badger Fund 
of Funds, as it is currently constituted, is focused on smaller firms in the early stage and seed stage 
that have not yet begun to grow, or are only just starting to grow. Policy changes, new investment 
management contracts, and statutory changes to the Badger Fund of Funds may address such 
concerns. However, such changes may effectively be similar to creating a new fund of funds without 
offering a new request for proposals (RFP) for management of the fund.  

23. By contrast, the proposed venture capital fund of funds would not be limited to investing 
in firms with fewer than 150 employees and could focus on larger companies seeking sizable 
financing in order to expand their state operations. In particular, the venture capital fund could more 
freely focus on investing in companies that specialize in specific growth industries, such as the health 
care sector, or on firms employing 20 to 499 employees, which are more likely over the longer term 
to contribute to job growth in Wisconsin.  

24. Creating a second fund of funds program may provide for a more robust network of 
venture capital funding that does not depend on a single fund of funds or investment manager.  
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Further, WEDC's oversight board would be free to choose any investment manager (including the 
investment manager of the Badger Fund of Funds, if they choose to apply).  

25. Alternatively, the Committee could find that it is unnecessary to provide WEDC with 
additional funding to administrate a venture capital fund program for several reasons (Alternative 5). 
First, the fund of funds model is relatively expensive to administrate due to higher management fees. 
This is both because there is an additional layer of management at the fund of funds level overseeing 
each fund and because the money is divided into smaller amounts across several funds. In addition to 
maintaining an oversight board at WEDC and paying fees at the fund of funds level to manage 
investments into smaller funds, each smaller fund may charge more on a cost basis to manage a 
smaller sum of money compared to a discount that may apply to a single fund managing one large 
lump sum.  

26. Second, by diversifying funding across several funds, control over the investment is split 
across several actors.  This removes direct control over the funding, which may lead to a slower pace 
of investment or unwanted investment decisions. As discussed above, the Badger Fund of Funds was 
established more than six years ago, but the five venture capital funds have only been funded with 
$8.1 million of the $27.1 million committed to them, and have only invested a total of $19.6 million 
in combined public and private funds through March 21, 2021. These amounts are considerably less 
than the $66.7 million made available in the Badger Fund of Funds and the amount invested to date 
is less than the original $25 million provided by the state. Creating a new fund, or providing additional 
funding to the Badger Fund of Funds, could take a similar length of time before actual investments 
into local firms are made. 

27. Third, under current law, WEDC already administers the angel investment tax credit and 
the early stage seed investment tax credit programs. As discussed above, participating QNBVs 
certified by WEDC are Wisconsin companies that must have fewer than 100 employees.  However, 
once the business is certified, it can still participate after it grows past the 100 employee threshold. 
The existing QNBV program can already fulfill many of the same purposes the proposed venture 
capital fund would address. 

28. Finally, Wisconsin individuals, pension funds, and other institutional investors already 
invest large amounts of money across the country, including into venture capital deals. For example, 
the state of Wisconsin Investment Board is the 8th largest public pension fund in the United States 
and the 25th largest in the world. Even with the growth in recent years of the number of venture capital 
deals, and the amount invested, in Wisconsin, the great majority of overall venture capital investment 
flows to other states (such as California, New York, and Massachusetts). This suggests that the reason 
for the disparity in the amount of venture capital funding in Wisconsin compared to these regions is 
not a lack of funding for investments, but rather opportunities in other states or the lack of networks 
and connections between Wisconsin entrepreneurs and local (or national) investors. The state-
supported fund of funds model necessarily creates a tension between the need for private investors to 
generate a positive return and the goal for public funding to create jobs and economic growth 
specifically in Wisconsin. As a result, public funding may functionally deter private investors from 
participating because the investment opportunities will necessarily be limited in geographic scope. 
Further, state-supported investment in Wisconsin late stage growth companies may supplant private 
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sector funding that might otherwise have been invested in profitable venture capital funds investing 
in the same Wisconsin companies. Thus, the Committee may decide that public funding is not the 
solution to attracting venture capital to Wisconsin, but rather other programs that WEDC's Board 
could develop, using its existing operations and program funding, to connect Wisconsin businesses 
and venture capital funds to local and national investment networks. 

Investment Oversight Policies 

29. As discussed, in addition to establishing a venture capital fund of funds, the bill would 
require the oversight board to establish investment policies, subject to certain conditions, including 
that at least 20% of the investments made through the program would have to be directed to businesses 
that are: (a) located in parts of this state that typically do not receive significant investment from 
venture capital funds; (b) at least 51% owned by one or more members of a racial minority group and 
the management and daily business operations of which are controlled by one or more members of a 
racial minority group; or (c) at least 51% owned by one or more women and the management and 
daily business operations of which are controlled by one or more women.  

30. If the Committee chooses to establish a venture capital fund of funds, it may also find 
that the above restrictions are necessary to improve access to venture capital across the state. 
According to the Wisconsin Technology Council, in 2019, the greater Madison and Southeast 
Wisconsin accounted for 102 out of the 123 venture capital deals (83%).  Further, the share of woman-
led or owned businesses that raised funding was only 22%. Requiring the oversight board to establish 
investment policies that expand opportunities for businesses in other areas of the state, or that are 
owned by one or more women and/or members of a racial minority group, could enhance economic 
growth and opportunities for businesses that may otherwise not be considered for funding.  

31. On the other hand, the Committee could choose to permit the oversight board to establish 
its own investment policies and therefore remove these conditions (Alternative A4). Obligating the 
fund of funds to contractually require its participating venture capital funds to direct funding to certain 
regions or business owners may slow down or otherwise complicate the process of creating and 
investing under the fund of funds. Further, venture capital funds may not wish to participate if the 
oversight board dictates the distribution of their private funding in ways that run counter to their own 
investment strategies. Thus, the Committee may decide to allow the oversight board to establish its 
own investment policies for access across the state, including to woman- or racial minority- owned 
businesses, without explicit statutory requirements.  

Prohibition against Using State Funds to Claim Early Stage Seed Investment Credit 

32. As discussed, WEDC's policies and procedures prohibit the award of early stage seed 
investment credits for investment in QNBVs based on the state portion of funding in the Badger Fund 
of Funds. However, current law does not require WEDC to do so. State law permits early stage seed 
investment credits to be computed on any eligible investment made by the fund manager, which, 
subject to WEDC's policies and procedures, may include amounts contributed by the State through a 
fund of funds and later allocated among partners via a partnership agreement.  

33. As a result, once a venture capital fund manager has been selected, a future agreement 
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could allow for the fund of funds manager to allocate the credit among its partners that are able to use 
the credit.  Under such an agreement, it is reasonable to assume that any early stage seed investment 
credits generated from investments made with moneys contributed by the state would be allocated 
among the partners who are able to claim the credit. Under this scenario, it is possible that an investor 
could receive tax benefits that offset (or exceed) their entire investment amount, rather than tax 
benefits equal to 25% of the investment. 

34. The Committee could choose to prohibit such claims by specifying in law that state funds 
provided under the Badger Fund of Funds and, if adopted, the WEDC fund of funds program may not 
be used as the basis for claiming the early stage seed investment credit (Alternative B1). Under this 
alternative, a claimant would compute the credit in proportion to the amount of their investment 
compared to all other amounts invested in a QNBV.  

ALTERNATIVES  

 A. Venture Capital Fund of Funds 

1. Create a continuing appropriation and provide $100,000,000 GPR in 2021-22 and 
require WEDC to establish and administer a fund of funds program to invest in venture capital funds 
that invest in businesses located in Wisconsin, including management fees and the amounts necessary 
to make investments through the program. Require WEDC to establish policies and procedures to 
administer the program, and specify that WEDC would have to create the fund of funds, provide that 
the fund continuously reinvest its assets, and create an oversight board to conduct any activity required 
by law or as directed by WEDC. [Additional detail regarding this alternative described in discussion 
point #10.] 

 

2. Adopt Alternative A1, but provide funding in one of the following amounts: (a) 
$25,000,000 GPR; (b) $50,000,000 GPR; (c) $75,000,000 GPR; or (d) $100,000,000 GPR.  Specify 
that federal funding of $50 million would be allocated from the SSBCI to support this program. 

 

3. Provide funding in one of the following amounts to the Badger Fund of Funds program: 
(a) $25,000,000 GPR; (b) $50,000,000 GPR; (c) $75,000,000 GPR; or (d) $100,000,000 GPR. 

ALT A1 Change to Base 
 
GPR $100,000,000 

ALT A2 Change to Base 
 
a. GPR $25,000,000 
 
b. GPR $50,000,000 
 
c. GPR $75,000,000 
 
d. GPR $100,000,000 



Page 12 Wisconsin Economic Development Corporation (Paper #656) 

Specify that federal funding of $50 million would be allocated from the SSBCI to support this 
program. Specify that the legislative changes under Alternative A1 would apply to these funding 
amounts, except that DOA, rather than WEDC, would administrate the program.  

 

4. Adopt either Alternative A1, A2, or A3, with the modification to remove the requirement 
that the oversight board establish investment policies that at least 20% of the investments made 
through the program be directed to businesses that are: (a) located in parts of this state that typically 
do not receive significant investment from venture capital funds; (b) at least 51% owned by one or 
more members of a racial minority group and the management and daily business operations of which 
are controlled by one or more members of a racial minority group; or (c) at least 51% owned by one 
or more women and the management and daily business operations of which are controlled by one or 
more women. 

5. Take no action. Under this alternative, the administration could direct WEDC to allocate 
federal funds from the SSBCI for the venture capital fund of funds program.   

 B. Prohibit Using State Funds to Claim Early Stage Seed Investment Credit 

1. Specify that state funds provided via the Badger Fund of Funds and, if adopted, the 
WEDC fund of funds program may not be used as the basis for claiming the early stage seed 
investment credit (Alternative B1).  

2. Take no action. 

 

 

 

Prepared by:  John D. Gentry 
Attachment  

ALT A3 Change to Base 
 
a. GPR $25,000,000 
 
b. GPR $50,000,000 
 
c. GPR $75,000,000 
 
d. GPR $100,000,000 
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ATTACHMENT 
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