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HOUSE BILL No. 4406

HOUSE BILL No. 4406

90¥¥ 'ON 1119 3SNOH

March 6, 2001, Introduced by Reps. Jansen, Vear, Julian, Gosselin, Raczkowski, Richardville and Lemmons
and referred to the Committee on Tax Policy.

A bill to amend 1975 PA 228, entitled

"Si ngl e business tax act,”
(MCL 208.1 to 208.145) by adding section 39d.
THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

SEC. 39D. (1) SUBJECT TO THE CONDI TIONS IN THI S SECTION, A
TAXPAYER MAY CLAIM A CREDI T AGAINST THE TAX | MPCSED BY THI S ACT
EQUAL TO 125% OF THE CONTRI BUTED CAPI TAL | NVESTED BY THE TAXPAYER
I N A CERTI FI ED CAPI TAL COMPANY.

(2) FOR PURPCSES OF THI' S SECTI ON, THE TOTAL NMAXI MUM AMOUNT
OF QUALI FI ED I NVESTMENT I N A QUALI FI ED M CHI GAN BUSI NESS ALLOWED
FOR ALL CERTI FI ED CAPI TAL COWANI ES | S $100, 000, 000. 00.

(3) THE M CH GAN ECONOM C DEVELOPMENT CORPORATI ON SHALL
ACCEPT APPLI CATI ONS FROM CAPI TAL COMPANI ES TO ENGAGE | N QUALI FI ED
| NVESTMENT. THE M CHI GAN ECONOM C DEVELOPMENT CORPORATI ON SHALL
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CERTI FY A CERTI FI ED CAPI TAL COVPANY | F, BASED ON THE COVPANY' S
APPL| CATI ON, THE COVMPANY MEETS THE CRITERIA IN TH S SECTI ON

(4) THE M CH GAN ECONOM C DEVELOPMENT CORPORATI ON SHALL
ALLOCATE THE | NVESTMENT AMOUNT AVAI LABLE UNDER SUBSECTI ON (2).
APPL| CATI ONS FROM CERTI FI ED CAPI TAL COVPANI ES THAT MEET ALL OF
THE CRITERIA IN THI' S SECTI ON SHALL BE CERTIFIED I N THE ORDER | N
VHI CH APPLI CATI ONS ARE RECEI VED BY THE M CH GAN ECONOM C DEVELOP-
MENT CORPORATI ON AND | N THE AMOUNT REQUESTED I F, BY ALLOCATI NG
THE REQUESTED AMOUNT, THE MAXI MUM AMOUNT UNDER SUBSECTION (2) IS
NOT EXCEEDED. | F 2 OR MORE APPLI CATI ONS ARE RECEI VED ON THE SAME
DAY, THEY ARE CONSI DERED TO HAVE BEEN RECEI VED SI MULTANEQUSLY.
| F THE TOTAL MAXI MUM AMOUNT UNDER SUBSECTI ON (2) W LL BE EXCEEDED
BY CERTI FYI NG APPLI CATI ONS THAT ARE RECEI VED SI MULTANEQUSLY, THE
AMOUNT REQUESTED SHALL BE ALLOCATED ON A PRO RATA BASI S BETWEEN
THOSE APPLI CANTS.

(5) I'F THE APPLI CATI ON OF A CERTI FI ED CAPI TAL COWPANY | S
CERTI FI ED BY THE M CH GAN ECONOM C DEVELOPMENT CORPORATI ON, THE
COVPANY MAY SOLICIT I NVESTORS FOR THE 18- MONTH PERI OD THAT BEG NS
ON THE DATE OF CERTI FI CATI ON. A CERTI FI ED CAPI TAL COVPANY SHALL
FORFEI T ANY PORTION OF | TS ALLOCATI ON UNDER SUBSECTI ON (4) THAT
'S NOT FUNDED W THI N 18 MONTHS AFTER ALLOCATI ON BY THE M CH GAN
ECONOM C DEVELOPMENT CORPORATI ON

(6) A TAXPAYER SHALL NOT CLAIM A CREDI T UNDER THI S SECTI ON
FOR | NVESTMENT | N A CERTI FI ED CAPI TAL COVPANY | F THE TAXPAYER
EXERCI SES CONTROL OVER OR CONTROLS THE QUALI FI ED M CHI GAN BUSI -
NESS I N WH CH THE CERTI FI ED CAPI TAL COVPANY | S | NVESTI NG
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3
OMERSH P OF MORE THAN 50% OF THE QUALI FI ED M CHI GAN BUSI NESS | S
CONSI DERED CONTROL OF THE QUALI FI ED M CHI GAN BUSI NESS.

(7) EXCEPT AS OTHERW SE PROVIDED IN THI S SECTI ON, THE AMOUNT
OF CONTRI BUTED CAPI TAL THAT CAN BE USED BY A TAXPAYER TO CALCU-
LATE A CREDIT UNDER THI' S SECTI ON SHALL BE DETERM NED BY THE
AMOUNT | NVESTED I N A CERTI FI ED CAPI TAL COVPANY LI M TED TO THE
| NVESTMENT LIM T FOR THAT CERTI FI ED CAPI TAL COVPANY AS CERTI FI ED
BY THE M CH GAN ECONOM C DEVELOPMENT CORPORATI ON.

(8) A TAXPAYER SHALL NOT CLAI M MORE THAN 12.5% OF THE AMOUNT
DETERM NED UNDER SUBSECTI ON (7), EXCLUSI VE OF ANY CARRYFORWARD
ALLOVNED UNDER SUBSECTI ON (12), IN ANY 1 TAX YEAR, AND THE CREDI T
ALLOVNED UNDER THI' S SECTI ON FOR ANY TAX YEAR SHALL NOT EXCEED 25%
OF THE TAXPAYER S TAX LI ABILITY FOR THE TAX YEAR

(9) THE M CHI GAN ECONOM C DEVELOPMENT CORPORATI ON SHALL
REVOKE THE CERTI FI CATI ON OF A CAPI TAL COVPANY THAT DOES NOT MEET
THE | NVESTMENT SCHEDULE UNDER SUBSECTI ON (10) OR ANY OTHER CRI -
TERI A OR CONDI TI ON REQUI RED UNDER THI' S SECTI ON, AS PROVI DED | N
TH S SUBSECTION. THE M CHI GAN ECONOM C DEVELOPMENT CORPORATI ON
SHALL NOTI FY A CERTI FI ED CAPI TAL COVPANY | N VRI TI NG OF ANY NON-
COVPLI ANCE WTH THI S SECTION. | F THE COVMPANY FAI LS TO RECTI FY
THE NONCOWPLI ANCE BEFORE THE EXPI RATI ON OF 120 DAYS, THE M CH GAN
ECONOM C DEVELOPMENT CORPORATI ON SHALL REVCOKE THE COVPANY' S
CERTI FI CATION. | F CERTI FI CATION | S REVCKED, THE M CH GAN ECO-
NOM C DEVELOPMENT CORPORATI ON SHALL SPECI FY I N WRI TI NG TO THE
COVPANY THE BASI S FOR THE REVOCATION. | F CERTIFICATION IS
REVOKED UNDER THI S SECTI ON, ANY CREDI T AMOUNT OF A TAXPAYER NOT
CLAI MED IN THE TAX YEAR OF THE REVOCATI ON OR A TAX YEAR PRIOR TO
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THE REVOCATI ON THAT IS BASED ON THAT CERTI FI CATI ON | S REVOKED AND
THE TAXPAYER SHALL NOT CLAI M ANY CREDI T AFTER THE CREDI T CLAI MED
IN THE TAX YEAR OF THE REVOCATI ON.

(10) EXCEPT AS PROVI DED I N SUBSECTI ON (11), EACH CERTI FI ED
CAPI TAL COMPANY THAT RECEI VES AN ALLOCATED AMOUNT UNDER THI S SEC-
TI ON SHALL DO BOTH OF THE FOLLOW NG TO MAI NTAI N CERTI FI CATI ON:

(A) ADHERE TO THE FOLLOW NG | NVESTMENT SCHEDULE:

(1) CUMJULATI VE | NVESTMENT OF CERTI FI ED CAPI TAL BY THE END OF
THE THI RD YEAR AFTER ALLOCATI ON, 25%

(i) CUMJLATI VE | NVESTMENT OF CERTI FI ED CAPI TAL BY THE END
OF THE FOURTH YEAR AFTER ALLOCATI ON, 40%

(iii) CUMULATI VE | NVESTMENT OF CERTI FI ED CAPI TAL BY THE END
OF THE FI FTH YEAR AFTER ALLOCATI ON, 50%

(B) UNTIL THE CERTI FI ED CAPI TAL COVPANY REACHES THE 50%
| N\VESTMENT LEVEL REQUI RED UNDER SUBDI VI SI ON (A), ANNUALLY SUBM T
A FI NANCI AL AND PERFORVMANCE REPORT TO THE M CH GAN ECONOM C
DEVELOPMENT CORPORATI ON THAT | NCLUDES | NFORVATI ON ON NET CONTRI B-
UTED CAPI TAL, | NVESTMENT COWVPLI ANCE, AND A LI ST OF ALL
| N\VESTORS. THE M CH GAN ECONOM C DEVELOPMENT CORPCORATI ON MAY
AUDI T ANY DATA USED TO SUPPCRT THE REPORT.

(11) AFTER THE DATE ON WHI CH A CERTI FI ED CAPI TAL COVPANY
REACHES THE 50% | NVESTMENT LEVEL REQUI RED UNDER SUBSECTI ON ( 10),
THE COVPANY |'S NOT SUBJECT TO REVOCATI ON UNDER SUBSECTI ON (9) OR
THE REPORTI NG REQUI REMENTS UNDER SUBSECTI ON (10).

(12) IF THE CREDIT ALLONED UNDER THI S SECTI ON FOR THE TAX
YEAR AND ANY UNUSED CARRYFORWARD OF THE CREDI T ALLOWED BY THI S
SECTI ON EXCEED 25% OF THE TAXPAYER S TAX LI ABILITY FOR THE TAX
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YEAR, THAT PORTI ON THAT EXCEEDS 25% OF THE TAXPAYER S TAX
LI ABI LI TY FOR THE TAX YEAR SHALL NOT BE REFUNDED BUT MAY BE CAR-
RI ED FORWARD TO OFFSET TAX LI ABILITY I N SUBSEQUENT TAX YEARS
UNTI L USED UP.

(13) |F THE OANERSH P OF A CERTI FI ED CAPI TAL COVPANY |S
TRANSFERRED, THE ALLOCATED CREDI T AMOUNT AND ANY UNUSED CARRY-
FORWARD | S TRANSFERRED W TH THE OWANERSHI P | NTEREST. A TRANSFER
UNDER THI'S SUBSECTI ON SHALL BE | N ACCORDANCE W TH REGULATI ONS
ADOPTED BY THE M CH GAN ECONOM C DEVELOPMENT CORPORATI ON. A SALE
OR TRANSFER OF A CREDI T DOES NOT AFFECT ANY OTHER PROVI S| ON OF
THI'S SECTION. | F THE CREDI T ALLOWED UNDER THI'S SECTION | S TRANS-
FERRED, THE LI M TATI ONS AND BENEFI TS UNDER THI S SECTI ON THAT
APPLI ED TO THE TRANSFEROR APPLY TO THE TRANSFEREE.

(14) A QUALI FIED M CHI GAN BUSI NESS SHALL BE DETERM NED BY
TREATI NG ALL MEMBERS OF AN AFFI LI ATED GROUP, ALL MEMBERS OF A
CONTROLLED GROUP OF CORPORATI ONS, AND ALL TRADES OR BUSI NESSES
UNDER COMMON CONTROL AS A SI NGLE BUSI NESS.

(15) AS USED IN THI'S SECTI ON:

(A) "AFFI LI ATED GROUP" MEANS THAT TERM AS DEFI NED | N SECTI ON

(B) "CERTIFI ED CAPI TAL COVPANY" OR " COVPANY" MEANS AN ENTI TY
THAT MEETS ALL OF THE FOLLOW NG CRI TERI A AND | NCLUDES ALL MEMBERS
OF AN AFFI LI ATED GROUP TO WHI CH THE ENTI TY BELONGS:

(i) 1'S A PARTNERSHI P, CORPCRATI ON, S CORPORATION, LIM TED
LI ABI LI TY COVMPANY, OR OTHER ENTI TY WHETHER ORGANI ZED FOR PROFI T
OR NOT FOR PROFIT, THAT IS LOCATED, HEADQUARTERED, AND REG STERED
TO CONDUCT BUSINESS I N THI'S STATE AND HAS AS | TS PRI MARY BUSI NESS
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ACTIVITY THE | NVESTMENT OF CASH | N QUALI FI ED M CHI GAN
BUSI NESSES.

(ii) |'S CERTIFIED BY THE M CH GAN ECONOM C DEVELOPMENT COR-
PORATI ON AS A CERTI FI ED CAPI TAL COVPANY.

(iii) HAS A M NIMJM OF $100, 000.00 | N EQUI TY CAPI TAL.

(C) "CONSOLI DATED BASI S MEANS THAT THE BUSI NESS OF THE
QUALI FI ED M CHI GAN BUSI NESS | S DETERM NED BY TREATI NG ALL MEMBERS
OF AN AFFI LI ATED GROUP, ALL MEMBERS OF A CONTROLLED GROUP OF COR-
PORATI ONS, AND ALL ENTI TI ES UNDER COMMON CONTROL AS A SI NGLE
BUSI NESS.

(D) " CONTRI BUTED CAPI TAL" MEANS THE AMOUNT CONTRI BUTED BY A
TAXPAYER TO A CERTI FI ED CAPl TAL COMPANY TO MEET THE ALLOCATED
AMOUNT AS PROVI DED UNDER SUBSECTI ON (4) ON WHI CH A CREDI T UNDER
THI S SECTION |'S BASED. CONTRI BUTED CAPI TAL |'S THE NET OF PREM UM
OR DI SCOUNT, AND A M NI MUM CAPI TAL CONTRI BUTI ON AMOUNT OF
$100, 000. 00 PER TAXPAYER | S REQUI RED.

(E) "CONTROLLED GROUP" MEANS 1 OR MORE CHAI NS OF CORPORA-

TI ONS CONNECTED THROUGH STOCK OWNERSHI P W TH A COMMON PARENT COR-
PORATI ON | F A STOCK POSSESSI NG MORE THAN 50% OF THE TOTAL COM

BI NED VOTI NG POMER OF ALL CLASSES OF STOCK ENTI TLED TO VOTE OR
MORE THAN 50% OF THE TOTAL VALUE OF SHARES OF ALL CLASSES OF
STOCK OF EACH OF THE CORPORATI ONS, EXCEPT THE COMMVON PARENT COR-
PORATI ON, |'S OANED BY 1 OR MORE OF THE OTHER CORPORATI ONS AND THE
COMMON PARENT CORPORATI ON OWNS STOCK POSSESSI NG MORE THAN 50% OF
THE TOTAL COVBI NED VOTI NG POWER OF ALL CLASSES OF STOCK ENTI TLED
TO VOTE OR MORE THAN 50% OF THE TOTAL VALUE OF SHARES OF ALL
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CLASSES OF STOCK OF AT LEAST 1 OF THE OTHER CORPCRATI ONS
EXCLUDI NG STOCK OMNED DI RECTLY BY THE OTHER CORPORATI ONS.

(F) "ENTITY UNDER COMVON CONTROL" MEANS THAT TERM AS DEFI NED
I N THE | NTERNAL REVENUE CODE.

(G "QUALI FI ED | NVESTMENT" MEANS | NVESTMENT | N A QUALI FI ED
M CH GAN BUSI NESS AND | NCLUDES BOTH OF THE FOLLOW NG

(i) COVWON OR PREFERRED EQUI TY, WARRANTS, DEBT CONVERTI BLE
I NTO EQUI TY OR EQUI TY EQUI VALENTS, AND DEBT W TH EQUI TY | NCEN-
TI'VES | NCLUDI NG, BUT NOT LIMTED TO, OPTI ONS OR WARRANTS.

(i1) SHORT-TERM | NVESTMENTS | NCLUDI NG, BUT NOT LIM TED TO
DEBT | NSTRUMENTS | SSUED FOR A PERI OD OF LESS THAN 12 MONTHS.

(H "QUALI FI ED M CHI GAN BUSI NESS" MEANS A BUSI NESS THAT
MEETS ALL OF THE FOLLOW NG CRI TERI A:

(i) 1'S 1IN NEED OF VENTURE CAPI TAL AND | S LOCATED IN THI S
STATE OR CONDUCTS A MAJORITY OF I TS BUSINESS I N TH S STATE.

(i1) I'S TITNVOLVED I N | NTERSTATE OR | NTRASTATE COMVERCE OR I N
RESEARCH AND DEVELOPMENT.

(iii) 1'S NOT A REAL ESTATE COVPANY, | NSURANCE COVPANY, O L
AND GAS EXPLORATI ON OPERATI ON, FI NANCI AL I NSTI TUTI ON, OR A PRO-
FESSI ONAL SERVI CES CORPORATI ON OF ACCOUNTANTS, ATTORNEYS, OR
PHYSI Cl ANS.

(iv) HAS ALL OF THE FOLLOWN NG ON A CONSCOLI DATED BASI S:

(A) 500 OR FEVEER FULL-TI ME EQUI VALENT EMPLOYEES AT THE TI ME
THE QUALI FI ED | NVESTMENT | S MADE.

(B) A NET WORTH OF $20, 000, 000. 00 OR LESS I N THE YEAR | MVE-
DI ATELY PRECEDI NG THE YEAR I N WHI CH THE QUALI FI ED | NVESTMENT | S
MADE.
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1 (C) ANNUAL EARNI NGS AS ANNUALI ZED OVER THE 2 YEARS
2 | MMEDI ATELY PRECEDI NG THE YEAR I N WHI CH THE QUALI FI ED | NVESTMENT
3 I'S MADE OF $5, 000, 000. 00 OR LESS.
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