SB- 0834, As Passed House, Decenmber 10, 2003

HOUSE SUBSTI TUTE FOR
SENATE BILL NO 834

A bill to pronote investnment in certain businesses; to
pronot e econom c developnent in this state; to provide for a
M chigan early stage venture investnent corporation; to prescribe
the powers and duties of a Mchigan early stage venture
i nvestment corporation; to prescribe the powers and duties of
certain public officers and departnents; to establish the
M chigan early stage venture investnment fund and other funds; to
provide for tax credits and incentives; to authorize certain
investnments; to provide for the expiration of the fund; to
provide or allow for appropriations; and to provide penalties and
renmedi es.
THE PECPLE OF THE STATE OF M CHI GAN ENACT:
1 Sec. 1. This act shall be known and nmay be cited as the
2 "Mchigan early stage venture investnent act of 2003".

3 Sec. 2. (1) The legislature finds all of the foll ow ng:
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(a) There exists a need to pronote the econom ¢ health of
this state by assisting in the creation of new jobs, new
busi nesses, and new i ndustries within this state and through the
investnment in certain businesses that focus on areas including,
but not limted to, alternative energy technol ogy,
hi gh-t echnol ogy, and heal th care.

(b) I'nvesting in businesses that are early stage growth
conmpani es and pronoting economc growh in the state assist the
state in carrying out its essential governnental functions and as
such are essential public purposes.

(c) Investnments in certain businesses pronote the retention
of businesses and jobs that would be likely to | eave the state
absent the investnent, revitalize and diversify the econom c base
of this state, generate and retain jobs and investnent in this
state, and help to effectuate |egislative and governnental
prograns to pronote economic growmh in this state.

(d) Agreenents with private corporations such as M chi gan
early stage venture investnent corporations can assist the state
by raising capital and investing that capital in venture capital
firmse with the intent to benefit this state's early stage growth
conpanies thus facilitating econom c growh and devel opnent and
ot her governnment prograns and supporting essential public
pur poses.

(2) It is hereby declared that the purposes of this act are
as follows:

(a) To pronote a healthy economic climate in this state by

fostering job creation, retention, and expansion through the
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3
promotion of investnment in certain businesses.

(b) To allow the state to enter into agreenents with M chigan
early stage venture investnent corporations to pronote a healthy
economic climate in this state.

Sec. 3. As used in this act:

(a) "Alternative energy technol ogy" neans that term as
defined in section 2(d) of the M chigan next energy authority
act, 2002 PA 593, MCL 207.822.

(b) "Board" neans the M chigan early stage venture investnent
corporation board of directors.

(c) "Conflict of interest” neans a situation in which the
private interest of a director, enployee, or agent of the board
may i nfluence the judgnment of the director, enployee, or agent in
the performance of his or her duties or responsibilities under
this act. A conflict of interest includes, but is not limted
to, the foll ow ng:

(i) Any conduct that would | ead a reasonabl e person, know ng
all of the circunstances, to conclude that the director,
enpl oyee, or agent of the board has an interest related to an
action that the board is taking under this act.

(1i)) Acceptance of conpensation other than fromthe board for
services rendered as part of the official duties as a director,
enpl oyee, or agent of the board.

(i1it) Participation in any business being transacted with or
before the board in which the director, enployee, or agent of the
board or his or her spouse, child, parent, stepparent,

grandparent, grandchild, brother, sister, parent-in-I|aw,
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4
brother-in-law, sister-in-law, aunt, uncle, nephew, niece, first
cousin, or second cousin or the spouse of any of the persons
described in this subparagraph has a financial interest.

(d) "Equity capital"™ neans capital invested in common or
preferred stock, royalty rights, Iimted partnership interests,
limted liability conpany interests, or any other security or
rights that evidence ownership in a private business.

(e) "Fund" or "M chigan early stage venture investnent fund"
means the fund created in section 19.

(f) "High-technol ogy activity" neans that termas defined in
section 3(g) of the Mchigan econom c gromh authority act, 1995
PA 24, MCL 207.803.

(g) "lInvestor" neans an individual, firm bank, financia
institution, limted partnership, co-partnership, partnership,
joint venture, association, corporation, receiver, estate, trust,
or any other entity that invests in the fund.

(h) "M chigan econom ¢ devel opnent corporation” neans the
publ i c body corporate created under section 28 of article VII of
the state constitution of 1963 and the urban cooperation act of
1967, 1967 (Ex Sess) PA 7, MCL 124.501 to 124.512, by a
contractual interlocal agreenent effective April 5, 1999 between
| ocal participating econom c devel opment corporations fornmed
under the econoni ¢ devel opnent corporations act, 1974 PA 338, MCL
125. 1601 to 125.1636, and the Mchigan strategic fund. |If it is
determ ned that the M chigan econom ¢ devel opnent corporation is
unable to performits duties under this act, those duties shal

be exercised by the Mchigan strategic fund.
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(i) "Mchigan strategic fund® neans the M chigan strategic
fund as described in the Mchigan strategic fund act, 1984 PA
270, MCL 125.2001 to 125. 2093.

(j) "Near-equity capital"” means capital invested in
unsecured, undersecured, or debt securities or subordinated or
converti bl e | oans.

(k) "Negotiated return on qualified investnment” neans the
rate of return agreed upon for investnents nmade by investors in
t he fund.

() "Qualified business" nmeans a seed or early stage business
that is domciled in this state, that has its corporate
headquarters in this state, or the mgjority of whose enpl oyees
work a majority of their time at a site located in this state.

(m "Qualified investnent" neans the anount of capital
i nvested by an investor in the fund.

(n) "Seed or early stage business"” neans a business that is
either of the foll ow ng:

(1) A business that has not fully established commerci al
operations and nay al so be engaged in continued research and
product devel opnent.

(ii)) A busi ness engaged in product, service, or technol ogy

devel opnent and initial manufacturing, marketing, or sales

activities.

(o) "Venture capital conpany” neans a corporation,
partnership, limted liability conpany, or other |egal entity the
primary business activity of which is the investnent of equity

capital in businesses that focus on areas, including, but not
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6
limted to, alternative energy technol ogy, high-technol ogy
activity, or health care.

Sec. 5. (1) A Mchigan early stage venture investnent
corporation is a nonprofit corporation incorporated under the
nonprofit corporation act, 1982 PA 162, MCL 450.2101 to 450. 3192,
that nmeets the registration requirenents of this act.

(2) A Mchigan early stage venture investnent corporation
shall be incorporated as a nonprofit corporation that has
received, on or before Septenber 1, 2004, a favorable
determ nation fromthe internal revenue service that the
corporation is exenpt fromtaxation under section 501(c)(3) of
the internal revenue code. The departnment of treasury may all ow
up to 3, 30-day extensions of the date under this section for
pur poses revi ewi ng and approving an application for registration
under section 11.

(3) Except as otherwi se provided in this act to the contrary,
a Mchigan early stage venture investnent corporation is subject
to the laws of this state that are applicable to nonprofit
cor porations.

(4) A Mchigan early stage venture investnment corporation is
a charitable and benevolent institution, and its funds, incone,
and property are exenpt fromtaxation by this state or any
political subdivision of this state.

(5) A corporation shall not act as a Mchigan early stage
venture investnent corporation except as authorized under this
act .

Sec. 7. The articles of incorporation of a Mchigan early
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7
stage venture investnment corporation shall contain all of the
fol | ow ng:

(a) The purposes of the corporation, which shall include, but
are not limted to, all of the follow ng:

(i) To operate and act exclusively for charitable purposes
with the intent to |l essen the financial burdens of the governnent
of this state.

(i) To receive and adm nister funds for the charitable
pur poses under subparagraph (i).

(iii) To raise capital and invest that capital in venture
capital firms with the intent of benefiting Mchigan's seed or
early stage businesses.

(iv) To pronmote the econom ¢ health of this state by
assisting in the creation of new jobs, new businesses, and new
industries within this state and through the investnent in
certai n businesses.

(v) To enter into an agreenment with this state to pronote the
econom c health of this state.

(b) A provision that the Mchigan early stage venture
i nvest ment corporation shall be governed by a board of directors
that conplies with the requirenents in section 13.

(c) A provision that provides that, upon dissolution of the
M chigan early stage venture investnent corporation, the property
remai ning after providing for debts and obligations of the
M chigan early stage venture investnent corporation shall be
distributed to an organi zation that qualifies either as a

governmental wunit under section 170(c) of the internal revenue
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8
code or is exenpt fromtax under section 501(c)(3) of the
i nternal revenue code, as designated by the board. |If the board
fails to designate an organization as provided in this
subdi vision, the property remaining shall pass to the state of
M chigan. For purposes of this subdivision, property remaining
after providing for debts and obligati ons does not include
grants, appropriations, or other restricted funds that nust be
distributed as required by the source of those funds.

Sec. 9. (1) Prior to applying for registration as a
M chigan early stage venture investnment corporation under section
11, a nonprofit corporation shall submt its articles of
i ncorporation and any anendnents to those articles of
i ncorporation to the attorney general for review and
certification.

(2) The attorney general shall review the information
submitted pursuant to subsection (1) and, if that information
complies with the requirenents of this act, and upon paynment of a
fee of $100.00, the attorney general shall issue a certificate of
conpliance to the Mchigan early stage venture investnent
corporation not later than 60 days after the initial receipt of
t he i nformation.

Sec. 11. (1) To apply for registration as a Mchigan early
stage venture investnment corporation, a nonprofit corporation
shall file all of the following with the state treasurer

(a) A copy of the articles of incorporation of the nonprofit
corporation and any anmendnents to those articles of

i ncor poration.
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(b) The certificate of conpliance issued under section 9.
Thi s subdi vi sion does not apply if the attorney general does not
issue the certificate within the time provided in section 9(2).

(c) A general plan of the proposed activities of the
nonprofit corporation, including, but not limted to, evidence of
the establishment by the nonprofit corporation of a restricted
fund that shall be known as a Mchigan early stage venture
i nvest ment fund.

(d) A copy of the financial statements of the nonprofit
corporation for the first fiscal year of the nonprofit
cor poration.

(e) A copy of the bylaws of the nonprofit corporation.

(f) Paynent of a fee to the state treasurer of $500. 00.

(2) The state treasurer shall exam ne the docunents filed
under subsection (1), may conduct any investigation he or she
consi ders necessary, nmay request additional oral and witten
informati on fromthe nonprofit corporation, and nmay exam ne under
oath any persons interested in or connected with the nonprofit
corporation seeking to be registered as a Mchigan early stage
venture investnent corporation

(3) The state treasurer shall register a nonprofit
corporation as a Mchigan early stage venture investnent

corporation if all of the follow ng conditions are net:

(a) The docunents filed under subsection (1) are in proper
form

(b) The articles of incorporation of the nonprofit
corporation or any anendnents to those articles of incorporation
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Senate Bill No. 834 (H 1) as anended Decenber 10, 2003

neet the requirenments of section 7.

(c) The internal revenue service has determ ned that the
nonprofit corporation is exenpt fromtaxation under section
501(c)(3) of the internal revenue code.

(4) If the state treasurer registers the nonprofit
corporation as a Mchigan early stage venture investnent
corporation under this section, the state treasurer shall return
to the nonprofit corporation 1 copy of its articles of
i ncorporation and any anendnents to those articles of
i ncorporation, with a notation indicating that the nonprofit
corporation is registered as a Mchigan early stage venture
i nvest ment corporation.

Sec. 13. (1) A Mchigan early stage venture investnent
corporation shall be governed by a [7-nenber board of directors

consi sting of the follow ng nmenbers

]:

(a) The state treasurer or his or her designee [fromw thin the
departnment of treasury].

(b) The chief executive officer of the M chigan econom c

devel opnent corporation or his or her designee [fromw thin the M chigan

econom ¢ devel opnent cor poration].

(c) [Five additional nenbers appointed by the governor by and with

t he advi ce and consent of the senate including each of the foll ow ng:

(i) One individual appointed froma list of not fewer than 3 nanes

recommended by the speaker of the house of representatives.

(i) One individual appointed froma |list of not fewer than 3 nanes

recommended by the najority | eader of the senate.

(iii) One individual appointed froma list of 1 or nore nanes
S03878' 03 * (H 1) RIA
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Senate Bill No. 834 (H 1) as anended Decenber 10, 2003

recommended by a statew de organi zation exenpt fromtaxation under
section 501(c)(3) of the internal revenue code, the nenbers of which
represent nore than 50% of the venture capital conmpanies in this state
and that has a conmon interest in stinulating an entrepreneuri al

environnent in this state, encouraging investnents in new and energing
conpanies in this state, and pronoting venture capital investing.
(iv) Two peopl e representing the general public.]

(2) Each director appointed under subsection (1)(c) | ]
shall serve for a termof 3 years, except that of those directors
first appointed, the director first appointed under subsection

[(1)(c)(i)] and 1 of the directors first appointed under subsection

[(1)(c)(iv) shall each be appointed for an initial] termof 1 year, the
director first

appoi nted under subsection [(1)(c)(ii)] and 1 of the directors first

appoi nted under subsection [(1)(c)(iv) shall each be appointed for an
initial] term of

2 years, and the director first appointed under subsection [(1)(c)(iii)

shall be appointed for an initial] termof 3 years. A vacancy on the
board at the

end of or during a director's termshall be filled in the sane
manner as the original appointnent for the remainder of the

unexpired termor for the newtermand until a successor is

appoi nt ed.
(3) Amjority of the directors appointed and serving
constitute a quorum for the transaction of business at a neeting

of the board. A mpjority vote of the directors present and
serving is required for official action of the board.

(4) Each director shall prepare and file with the board
annual ly on or before Cctober 1 a disclosure formin which the

director discloses any potential conflict of interest under this
S03878' 03 * (H-1) RIA
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27 (5) A director, enployee, or agent of the board shall not
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engage in any conduct that constitutes a conflict of interest and
shall inmedi ately advise the board in witing of the details of
any incident or circunstances that may present the existence of a
conflict of interest with respect to the performance of the
board-rel ated work or duty of the director, enployee, or agent of
t he board.

(6) A director who has a conflict of interest related to any
matter before the board shall disclose the conflict of interest
before the board takes any action with respect to the matter,
whi ch di scl osure shall becone a part of the record of the board's
of ficial proceedings. The director with the conflict of interest
shall refrain fromdoing all of the following with respect to the
matter that is the basis of the conflict of interest:

(a) Voting in the board's proceedings related to the matter.

(b) Participating in the board' s di scussion of and
del i beration on the matter

(c) Being present at the neeting when the discussion,
del i beration, and voting on the matter take place.

(d) Discussing the matter with any other board nenber.

(7) Failure of a director to conply with subsection (6)
constitutes msconduct in office. A director nmay be renoved from
the board for m sconduct by a vote of a mpjority of the directors
not subject to the vote under this subsection appointed and
serving on the board.

(8) Wth respect to managenent of the affairs and property of
t he corporation, each director shall exercise the duties of a

fiduciary toward the corporation and shall discharge his or her
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duties with the degree of diligence, care, and skill that an
ordinarily prudent person woul d exerci se under the sane or
simlar circunstances in a like position. |In discharging his or
her duties, a director, when acting in good faith, may rely upon
t he opinion of counsel. A director may be renoved fromthe board
for a breach of fiduciary duty by a vote of a mgjority of the
directors not subject to the vote under this subsection appointed
and serving on the board.

(9) Adirector of the board or an officer or enployee of the
board or M chigan early stage venture investnent corporation is
not subject to personal liability when acting in good faith
Wi thin the scope of his or her authority or on account of
liability of the Mchigan early stage venture investnment
corporation, and the board may defend and i ndemmify a director of
the board or an officer or enployee of the board or M chigan
early stage venture investnent corporation against liability
arising out of the discharge of his or her official duties. The
M chigan early stage venture investnent corporation may indemify
and procure insurance indemifying directors of the board and
ot her officers and enpl oyees of the board or Mchigan early stage
venture investnent corporation from personal |oss or
accountability for liability asserted by a person with regard to
actions of the board or the failure to act by the board or
M chigan early stage venture investnent corporation. The
M chigan early stage venture investnent corporation may al so
purchase and mai ntain insurance on behal f of any person agai nst

any liability asserted against the person and incurred by the
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person in any capacity or arising out of the status of the person
as a director of the board or an officer or enployee of the board
or Mchigan early stage venture investnent corporation, whether
or not the Mchigan early stage venture investnent corporation
woul d have the power to i ndemify the person against that
liability under this subsection. The board or the Mchigan early
stage venture investnent corporation may by a najority vote of
the board obligate itself in advance to defend and i ndemify
persons.

Sec. 15. (1) Except as otherwise provided in this act, in
t he nonprofit corporation act, 1982 PA 162, MCL 450.2101 to
450. 3192, by law, or in its articles of incorporation, a M chigan
early stage venture investnent corporation may do or del egate any
act consistent with this act and the purposes of the nonprofit
corporation, including, but not limted to, the foll ow ng:

(a) Enter into contracts and all necessary activities in the
regul ar course of business of the Mchigan early stage venture
i nvest ment corporation.

(b) Charge reasonable fees for the inplenentation of this act
and the ongoing operation of the Mchigan early stage venture
i nvest ment corporation.

(c) Performacts or enter into financial or other
transacti ons necessary to carry out its powers and duties under
this act.

(d) Invest in venture capital funds through equity
securities.

(e) Enploy a fund nmanager and ot her persons it considers
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necessary to inplement this act. The Mchigan early stage
venture investnent corporation shall enploy only 1 fund manager
at any 1 tine.

(2) The fund manager shall exercise the duties of a fiduciary
toward the corporation and shall discharge his or her duties with
the degree of diligence, care, and skill that an ordinarily
prudent person woul d exerci se under the sane or simlar
circunmstances in a |like position.

(3) The fund manager shall solicit investors pursuant to
section 17.

(4) The Mchigan early stage venture investnent corporation
shall require the fund nmanager to devel op procedures to eval uate
types of business and industry for investnment purposes and to set
priorities as to which businesses are nost likely to neet the
desired outcones of the investnent plan established under section
19 and whi ch busi nesses conduct activities that are consistent
with the purposes of this act and of the fund. This evaluation
shall include, but not be limted to, the |ocation of the firm
and the direct and indirect inpact of the business on the
econoni ¢ devel opnent of this state.

Sec. 17. (1) To secure investnent in the fund, the M chigan
early stage venture investnent corporation shall enter into
agreenents with investors.

(2) Each agreenent shall contain all of the foll ow ng:

(a) An established and agreed-upon investnent anmount and
repaynent schedul e.

(b) A guaranteed negotiated anmbunt or negotiated return on

S03878' 03 * (H 1) RIA
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qualified investnment by the certified investor over the term of
t he agreenent.

(c) A maxi mum anount of credit that the investor may claim
under section 37e of the single business tax act, 1975 PA 228,
MCL 208. 37e, a successor tax to the single business tax act, 1975
PA 228, MCL 208.1 to 208. 145, or under section 270 of the incone
tax act of 1967, 1967 PA 281, MCL 206. 270, and the first year in
which that credit can be cl ai ned.

(3) The Mchigan early stage venture investnment corporation
shall notify the departnment of treasury when agreenents are
entered into under this section and send a copy of each agreenent
to the department of treasury. The departnment of treasury shal
i ssue an approval letter to the investor that states that the
investor is entitled to a tax credit under section 37e of the
singl e business tax act, 1975 PA 228, MCL 208. 37e, that is equal
to the difference between the anount actually repaid and the
anount set as the repaynment due in the agreenent entered into by
the investor and the fund nanager.

(4) The fund shall repay any amounts due from proceeds from

the funds rai sed based on the agreenents made under this

section.

(5) For tax years that begin after Decenmber 31, 2008,
i nvestors that have certificates issued pursuant to section 23
may claima credit under section 37e of the single business tax

act, 1975 PA 228, MCL 208.37e, or section 270 of the incone tax
act of 1967, 1967 PA 281, MCL 206.270, as otherw se provided in

this act, equal to the difference between the anmount actually
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© 00 N o o0~ W N P

N NN N N N NN R R P R R B R B R
N~ o 00 A W N RBP O © 0 N O 00N~ W N P O

17

repaid and the anount set as the repaynent due in the agreenent
entered into by the taxpayer and the fund nanager. The M chi gan
early stage venture investnent corporation shall notify the
department of treasury when credit certificates are issued under
section 23, and upon notification and approval by the departnent
of treasury under section 23, the amount of credit allowed
pursuant to the credit certificate becones a debt of the fund to
the state subject to repaynent pursuant to the agreenment between
the Mchigan early stage venture investnent corporation and the
departrment of treasury. A debt under this section shall accrue
interest at the sanme rate as the interest paid to the investor.

(6) Repaynent of a debt under this section nmay be restricted
to specific funds or assets of the Mchigan early stage venture
i nvest ment corporation.

(7) The M chigan early stage venture investnment corporation
may purchase securities and may manage, transfer, or dispose of
t hose securities.

(8) The M chigan early stage venture investnment corporation
and its directors are not broker-deal ers, agents, investnent
advi sors, or investnent advisor representatives when carrying out
their duties and responsibilities under this act.

Sec. 19. (1) A Mchigan early stage venture investnent
corporation shall create a Mchigan early stage venture
i nvestment fund, which shall be a restricted fund.

(2) The fund manager shall establish an investment plan
approved by the board for the investnent of the noney in the fund

using the following criteria:

S03878' 03 * (H 1) RIA
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(a) Not nore than 15% of the total capital and outstanding
commitnents of the fund shall be invested in any single venture
capi tal conpany.

(b) The fund manager with the approval of the board shal
undertake to invest the fund in such a way as to pronote that at
| east $2.00 will be invested in qualified businesses for every
$1. 00 of principal for which credits may be cl ai med under section
37e of the single business tax act, 1975 PA 228, MCL 208. 37e, a
successor tax to the single business tax act, 1975 PA 228, ML
208.1 to 208. 145, or section 270 of the inconme tax act of 1967,
1967 PA 281, MCL 206. 270.

(c) That investnents facilitate the transfer of technol ogies
fromthe state's various universities and research institutions.

(d) Any other professional portfolio managenent criteria that
the fund manager and board consi der appropriate.

(e) Priorities for investnent in venture capital may be based
on an eval uation, which shall consider the following criteria:

(1) The retention of those businesses which would be likely
to leave this state absent the investnent.

(i) The revitalization and diversification of the economc

base of this state.

(iii) Generating and retaining jobs and investnent in this
state.

(3) Consistent with the plan established under subsection
(2), the fund manager shall select venture capital conpanies from

anong those venture capital conpanies that apply for noney from

the fund considering the followng criteri a:
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(a) The venture capital conpany's probability of success in
generati ng above-average returns through investing in qualified
busi nesses.

(b) The venture capital conpany's probability of success in
soliciting investnents. The |level of investnment fromthe fund
commtted to each venture capital conpany shall not be nore than
25% of the venture capital conpany's total capital under
managenent .

(c) The venture capital conpany's probability of success as
it relates to the investnment plan criteria under subsection
(2)(b).

(d) The venture capital conpany has a significant presence in
this state as determ ned by the Mchigan early stage venture
i nvest ment corporation.

(e) The venture capital conpany will undertake to invest in
qual i fied busi nesses, as determ ned at the point of initial
i nvestment, a percentage of invested capital equal to or greater
than the percentage of invested capital that the venture capita
conpany received fromthe fund.

(f) The venture capital conpany's consideration of mnority
owned businesses in its investnent activities.

Sec. 21. The fund manager shall file a report with the
M chigan early stage venture investnment corporation that includes
an annual financial audit conducted by an independent auditor and
any ot her financial information and docunentation required by the
M chigan early stage venture investnent corporation to ensure the

proper adm nistration and investnent of the fund.
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Sec. 23. (1) The Mchigan early stage venture investnent
corporation shall determ ne which investors are eligible for tax
credits under section 37e of the single business tax act, 1975 PA
228, MCL 208.37e, and section 270 of the inconme tax act of 1967,
1967 PA 281, MCL 206.270, and the amount of the tax credit under
t hose sections allowed to each investor

(2) The Mchigan early stage venture investnent corporation
shall determ ne which investors are eligible for tax credits
under this section and submt proposed certificates that neet the
criteria under subsection (3) to the department of treasury for
approval. The departnent of treasury shall approve or deny
proposed certificates within 30 days after recei pt of the
certificates. |If the departnent of treasury denies a proposed
certificate, the department of treasury shall notify the M chigan
early stage venture investnent corporation and the investor of
the denial and the reason for the denial. |If a proposed
certificate is denied under this subsection, the Mchigan early
stage venture investnent corporation is not prohibited from
subsequently submitting a proposed certificate on behalf of that
same investor. |If the departnent of treasury does not approve or
deny the certificates within 30 days, the certificates are

consi dered approved.

(3) The Mchigan early stage venture investnment corporation
shall issue a certificate approved under subsection (2) to each
i nvestor that states all of the foll ow ng:

(a) The taxpayer is an investor.

(b) The taxpayer's federal enployer identification nunber or
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t he nunber assigned to the taxpayer by the departnent of treasury
for filing purposes under the single business tax act, 1975 PA
228, MCL 208.1 to 208.145.

(c) The amount of the tax credit that the taxpayer may claim
against its tax liability under section 37e of the single
busi ness tax act, 1975 PA 228, MCL 208.37e, or section 270 of the
i ncone tax act of 1967, 1967 PA 281, MCL 206. 270.

(d) The tax years for which the credit under subdivision (c)
may be clained and the maxi num annual anpunt that may be cl ai ned
each tax year.

(e) The tax credit is refundable.

(4) The fund manager shall invest, budget, and plan schedul ed
paynents and repaynments so that no credits are clai med under
section 37e of the single business tax act, 1975 PA 228, ML
208. 37e, in any tax year before tax years that begin after
Decenber 31, 2008.

(5) Certificates under this section shall be issued to an
investor at the time that the Mchigan early stage venture
i nvest ment corporation determ nes that, for that investor,
capital is not sufficient to neet the guaranteed negoti ated
anount or the negotiated return on qualified investnment of that
investor. The total of all certificates issued under this
section shall not exceed the maxi nrum anount allowed under section
37e(2) of the single business tax act, 1975 PA 228, MCL 208. 37e.

(6) Certificates under this section shall not be issued until
Decenber 31, 2008 or 5 years after all the requirenments under

section 29 have been net, whi chever occurs | ater.
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Sec. 25. This act shall be construed liberally to
effectuate the legislative intent and its purposes. Al powers
granted shall be cumul ati ve and not exclusive and shall be
broadly interpreted to effectuate the intent and purposes and not
as a limtation of powers.

Sec. 27. The Mchigan early stage venture investnent
corporation shall publish an annual report not nore than 3 nonths
after the close of the Mchigan early stage venture investnent
corporation's fiscal year that includes all of the foll ow ng:

(a) An enuneration of all investnment and related activities
for the fiscal year.

(b) Docunentation and analysis of the inplenmentation and
status of the Mchigan early stage venture investnment
corporation's investnent plan and the econom c inpact of the plan
on this state, including, but not limted to, the follow ng:

(1) The nunber of jobs represented by the investnents nmade in
qual i fied businesses in this state.

(ii)) Return on investnent generated by investnent, the types
of activities in which investnment was nade, and the inpact of
t hat investnent on the econonmic base of this state.

Sec. 29. Not later than 1 year after the effective date of
this act or 10 nonths after the Mchigan early stage venture
i nvest ment corporation receives a determnation fromthe interna
revenue service that it is exenpt fromtaxation under section
501(c)(3) of the internal revenue code, whichever occurs |ater,
all of the follow ng shall occur:

(a) The M chigan early stage venture investnent corporation
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shal | be established and the board appoi nted.

(b) A fund manager shall be hired by the Mchigan early stage
venture investnent corporation

(c) An investnent plan shall be established.

(d) Funds shall have been solicited and avail abl e for
i nvestment consistent with the investnment plan.

Sec. 31. The fund created in section 19 shall expire on
January 1, 2054. Any noney in the fund, subject to al
out standi ng debts and obligation of the Mchigan early stage
venture investnent corporation being defeased and sati sfied,
shall be distributed as provided in the Mchigan early stage
venture investnent corporation's articles of incorporation or
anendnents to those articles of incorporation transferred to the
general fund of this state on that date.

Sec. 33. This act does not take effect unless all of the
following bills of the 92nd Legislature are enacted into | aw

(a) Senate Bill No. 835.

(b) House Bill No. 5322.

Enacting section 1. The state of M chigan has engaged in
activities on a regular basis and for a significant amunt of
time intended to pronote the overall econom c devel opnent of the
state. The cost of funding these activities is recognized as a
burden on this state that can be | essened through the
establishnment and registration of Mchigan early stage venture
i nvest ment corporations and M chigan early stage venture capital
i nvestment funds. By working cooperatively with this state,

M chigan early stage venture investnent corporations will benefit
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t he general public, thus assisting this state in carrying out its
essential functions, including the pronmotion of economc
devel opnent in this state. |If this |egislation does not becone
| aw, the opportunity to help carry that burden will be lost to
this state and a greater burden will remain on the governnent and
the general public for future activities to pronote econom c

devel opnent in this state.
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