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HOUSE BILL No. 4979

June 21, 2005, Introduced by Reps. Hildenbrand, Taub, Vander Veen, Stahl, Gaffney,
Hansen, Wenke, Marleau, Gosselin, Hune, Jones, Ball, Elsenheimer, Robertson,
Hoogendyk, Lemmons, Jr., Schuitmaker, Pavliov and Lemmons, 111 and referred to the
Committee on Tax Policy.

A bill to anmend 1967 PA 281, entitled
"I ncome tax act of 1967,"
(MCL 206.1 to 206.532) by adding section 272.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

SEC. 272. (1) FOR TAX YEARS THAT BEG N AFTER DECEMBER 31,
2005, AND EXCEPT AS OTHERW SE PROVI DED | N SUBSECTION (3), A
TAXPAYER MAY CLAIM A CREDI T AGAI NST THE TAX | MPOSED BY THI S ACT FOR
THE SUM OF ALL OF THE FOLLOW NG

(A) THAT PORTION OF A TAXPAYER S EQUITY I NVESTMENT I N A
QUALI FI ED BUSI NESS, AS PROVIDED I N SUBSECTION (2). A TAXPAYER SHALL
NOT CLAIM A CREDI T UNDER THI' S SUBDI VI SI ON FOR THE EQUI TY
| NVESTMENT OF A PARTNERSHI P, LI M TED LI ABI LI TY COMPANY, S
CORPORATI ON, ESTATE, OR TRUST ELECTI NG TO HAVE | NCOVE TAXED
DI RECTLY TO THE TAXPAYER | F THE AMOUNT OF THE CREDI T ALLOWED UNDER
THI S SECTI ON EXCEEDS THE TAX LI ABI LI TY OF THE TAXPAYER FOR THE TAX
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YEAR, THAT PORTI ON OF THE CREDI T THAT EXCEEDS THE TAX LI ABI LI TY
SHALL BE REFUNDED.

(B) THAT PORTION OF A TAXPAYER S EQUI TY | NVESTMENT, AS
PROVI DED | N SUBSECTION (2), IN A COMWUN TY- BASED SEED CAPI TAL
COVPANY. A TAXPAYER SHALL NOT CLAIM A CREDIT UNDER THI S SUBDI VI SI ON
FOR AN | NVESTMENT OF A PARTNERSHI P, LI M TED LI ABI LI TY COVPANY, S
CORPCORATI ON, ESTATE, OR TRUST ELECTI NG TO HAVE | NCOVE TAXED
DI RECTLY TO THE TAXPAYER. | F THE AMOUNT OF THE CREDI T ALLOWNED UNDER
THI' S SECTI ON EXCEEDS THE TAX LI ABI LI TY OF THE TAXPAYER FOR THE TAX
YEAR, THAT PORTI ON OF THE CREDI T THAT EXCEEDS THE TAX LI ABI LI TY
SHALL BE REFUNDED.

(© A TAXPAYER MAY CLAIM A CREDI T UNDER THI S SUBDI VI SI ON FOR
AN AMOUNT OF THE EQUI TY | NVESTMENT I N A COVWWUNI TY- BASED SEED
CAPI TAL COVPANY OF A PARTNERSHI P, LI M TED LI ABILITY COMPANY, S
CORPORATI ON, ESTATE, OR TRUST ELECTI NG TO HAVE | NCOMVE TAXED
DI RECTLY TO THE TAXPAYER BASED UPON THE PRO RATA SHARE OF THE
TAXPAYER S EARNI NGS FROM THE | NVESTMENT OF THE PARTNERSHI P, LI M TED
LI ABI LI TY COVPANY, S CORPORATI ON, ESTATE, OR TRUST. |F THE AMOUNT
OF THE CREDI T ALLOVNED UNDER THI S SECTI ON EXCEEDS THE TAX LI ABI LI TY
OF THE TAXPAYER FOR THE TAX YEAR, THAT PORTI ON OF THE CREDI T THAT
EXCEEDS THE TAX LI ABI LI TY SHALL NOT BE CARRI ED FORWARD OR REFUNDED.
THE EXCESS SHALL NOT BE REFUNDED, BUT MAY BE CARRI ED FORWARD AS AN
OFFSET TO THE TAX LI ABI LI TY I N SUBSEQUENT TAX YEARS FOR 10 TAX
YEARS OR UNTIL THE EXCESS CREDI T IS USED UP, WH CHEVER OCCURS
FIRST. A CREDI T UNDER THI S SUBDI VI SI ON SHALL NOT BE CARRI ED BACK TO
A TAX YEAR BEFORE THE TAX YEAR IN VWHI CH THE TAXPAYER FI RST CLAI M5
THE CREDIT.
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(2) THE AMOUNT OF THE CREDI T UNDER THI' S SECTI ON DETERM NED
UNDER SUBSECTI ON (1) (A) AND (B) SHALL NOT EXCEED 20% OF THE
TAXPAYER S TOTAL | NVESTMENT. THE MAXI MUM AMOUNT OF A CREDI T UNDER
THI'S SECTI ON FOR | NVESTMENT BY AN | NVESTOR I N ANY 1 QUALI FI ED
BUSI NESS | S $50, 000. 00. EACH | NVESTOR AND ALL AFFI LI ATES OF THE
| NVESTOR SHALL NOT CLAIM A TOTAL OF ALL CREDI TS UNDER THI S SECTI ON
FOR MORE THAN 5 DI FFERENT | NVESTMENTS I N 5 DI FFERENT QUALI FI ED
BUSI NESSES FOR ANY 1 TAX YEAR. THE AMOUNT OF A CREDI T UNDER THI S
SECTI ON DETERM NED UNDER SUBSECTI ON (1) (C) SHALL NOT EXCEED 20% OF
THE TAXPAYER S TOTAL | NVESTMENT AND SHALL NOT EXCEED A TOTAL OF
$250, 000. 00 | N ANY 1 QUALI FI ED BUSI NESS.

(3) A CREDI T UNDER THI'S SECTI ON SHALL BE CLAI MED ONLY IN A TAX
YEAR | N WHI CH THE REALI ZED RETURN ON AN | NVESTMENT UNDER SUBSECTI ON
(1) IS LESS THAN ZERO FOR THAT TAX YEAR

(4) AN | NVESTMENT |'S CONSI DERED TO HAVE BEEN MADE ON THE SAME
DATE AS THE DATE OF ACQUI SI TION OF THE EQUI TY | NTEREST. FOR
PURPOSES OF THI'S SECTI ON, THE DATE OF ACQUISITION | S THE SAME AS
THE DATE OF ACQUI SI TION OF THE EQUI TY | NTEREST UNDER THE | NTERNAL
REVENUE CODE. | NVESTMENTS MADE BEFORE JANUARY 1, 2006 SHALL NOT
QUALI FY FOR A TAX CREDI T UNDER THI S SECTI ON.

(5) THE TOTAL OF ALL CREDI TS TO ALL TAXPAYERS FOR ALL TAX
YEARS UNDER THI'S SECTI ON SHALL NOT EXCEED $10, 000, 000. 00.

(6) A CREDI T ALLOAED UNDER THI'S SECTI ON SHALL NOT BE CLAI MED
FOR ANY TAX YEAR THAT BEG NS BEFORE JANUARY 1, 2008.

(7) A CREDI T ALLOAED UNDER THI'S SECTI ON |'S NONTRANSFERABLE AND
SHALL NOT BE TRANSFERRED TO ANY OTHER TAXPAYER

(8) A TAXPAYER SHALL NOT CLAIM A CREDI T UNDER THI S SECTI ON FOR
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THE SAME | NVESTMENT USED AS A BASI S FOR A CREDI T UNDER SECTI ON 37E.

(9) THE M CHI GAN CAPI TAL | NVESTMENT BOARD | S CREATED I N THE
DEPARTMENT. THE M CH GAN CAPI TAL | NVESTMENT BOARD SHALL DO ALL OF
THE FOLLOW NG

(A) DEVELOP AN APPLI CATI ON PROCESS FOR TAX CREDI T CERTI FI CATES
FOR CREDI TS ALLOWED UNDER THI S SECTI ON.

(B) DETERM NE THE DI STRI BUTI ON OF CREDI TS TO | NVESTORS UNDER
TH' S SECTI ON.

(©) DEVELOP PROCEDURES FOR THE QUALI FI CATI ON AND
ADM NI STRATI ON OF QUALI FI ED BUSI NESSES AND COVMUNI TY- BASED SEED
CAPI TAL COVPANI ES.

(D) DEVELOP APPLI CATI ON FORMS AND DI STRI BUTE COPI ES OF THE
APPLI CATI ON FORMS TO ALL COVMUNI TY- BASED SEED CAPI TAL COVPANI ES AND
POTENTI AL | NDI VI DUAL | NVESTORS.

(10) FOR AN EQUITY | NVESTMENT TO QUALI FY FOR A CREDI T UNDER
TH'S SECTI ON, THE BUSI NESS | N WH CH THE EQUI TY | NVESTMENT | S MADE
SHALL, WTH N 100 DAYS OF THE DATE OF THE FI RST | NVESTMENT, NOTI FY
THE BOARD OF THE NAMES, ADDRESSES, TAXPAYER | DENTI FI CATI ON NUMBERS,
SHARES | SSUED, CONSI DERATI ON PAI D FOR THE SHARES, AND THE AMOUNT OF
ANY CREDI TS OF ALL SHAREHOLDERS WHO MAY | NI TI ALLY QUALI FY FOR THE
CREDI TS UNDER THI S SECTI ON. THE LI ST OF SHAREHOLDERS WHO NAY
QUALI FY FOR THE CREDI TS SHALL BE AVMENDED AS NEW EQUI TY | NVESTMENTS
ARE SCLD OR AS ANY | NFORMATI ON ON THE LI ST CHANGES.

(11) A BUSINESS SHALL APPLY TO THE BOARD TO BE DESI GNATED AS A
QUALI FI ED BUSI NESS. TO BE DESI GNATED AS A QUALI FI ED BUSI NESS, A
BUSI NESS SHALL MEET ALL OF THE FOLLOW NG CRI TERI A:

(A) THE PRI NCI PAL BUSI NESS OPERATI ONS OF THE BUSI NESS ARE
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LOCATED IN THI S STATE.

(B) THE BUSI NESS HAS BEEN | N OPERATI ON FOR 3 YEARS OR LESS.

(C© OTHER CRI TERI A THAT THE BOARD DETERM NES W LL | NCREASE THE
PROBABI LI TY OF SUCCESS OF THE QUALI FI ED BUSI NESS.

(D) THE BUSI NESS |'S NOT A BUSI NESS ENGAGED PRI MARI LY I N RETAIL
SALES, REAL ESTATE, OR THE PROVI SI ON OF HEALTH CARE OR OTHER
PROFESSI ONAL SERVI CES BUT |'S A BUSI NESS THAT FOCUSES ON AREAS
I NCLUDI NG BUT NOT LIMTED TO, ALTERNATI VE ENERGY TECHNOLOGY,
TECHNOLOGY AS ADDRESSED BY THE M CH GAN TRI - TECHNOLOGY CORRI DOR
I NI TI ATI VE, AND M CH GAN LI FE SClI ENCES CORRI DOR | NI TI ATI VE H G+
TECHNOLOGY ACTIVITY.

(E) THE BUSI NESS HAS A PREI NVESTMENT VALUATI ON OF
$10, 000, 000. 00 OR LESS.

(F) THE BUSI NESS HAS SECURED TOTAL EQUI TY OR NEAR EQUI TY
FI NANCI NG EQUAL TO AT LEAST $250, 000. 00 W THI N 24 MONTHS AFTER THE
FI RST DATE ON WHI CH EQUI TY | NVESTMENTS QUALI FYI NG FOR CREDI TS UNDER
TH S SECTI ON ARE MADE.

(12) A QUALI FI ED BUSI NESS SHALL NOTI FY THE BOARD IN A TI MELY
MANNER OF ANY CHANGES I N THE QUALI FI CATI ONS OF THE BUSI NESS OR I N
THE ELIG BILITY OF I NVESTORS TO CLAIM A CREDI T UNDER THI S SECTI ON.

(13) A COVMUNI TY- BASED SEED CAPI TAL COVPANY SHALL APPLY TO THE
BOARD FOR ELI G BI LI TY UNDER THI S SECTI ON. AN | NVESTMENT I N A
COVMUNI TY- BASED SEED CAPI TAL COMPANY QUALI FI ES FOR A CREDI T UNDER
TH S SECTION IF, I N ADDI TION TO ALL OTHER REQUI REMENTS UNDER THI S
SECTI ON, THE BOARD DETERM NES THAT THE FOLLOW NG REQUI REMENTS ARE
VET:

(A) THE COMMUNI TY- BASED SEED CAPI TAL COVMPANY MEETS ALL OF THE
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FOLLOWN NG CRI TERI A:

(i) THE COWANY IS A LIM TED PARTNERSHI P OR LI M TED LI ABI LI TY
COVPANY.

(i) THE COVPANY HAS, ON OR AFTER JANUARY 1, 2005, A TOTAL OF
BOTH CAPI TAL COWM TMENTS FROM | NVESTORS AND | NVESTMENTS | N
QUALI FI ED BUSI NESSES OF AT LEAST $250, 000. 00 BUT NOT MORE
THAN $10, 000, 000. 00.

(B) THE COVMMUNI TY- BASED SEED CAPI TAL COVPANY HAS NO FEVWER THAN
5 I NDI VI DUAL | NVESTORS WHO ARE NOT AFFI LI ATES, W TH NO SI NGLE
I NVESTOR AND AFFI LI ATES OF THAT | NVESTOR THAT TOGETHER OMN A TOTAL
OF MORE THAN 35% OF THE OWNERSHI P | NTERESTS QUTSTANDI NG | N THE
COVPANY.

(© THE COMMUNI TY- BASED SEED CAPI TAL COVPANY NOTI FI ES THE
BOARD W THI N 120 DAYS AFTER THE DATE OF THE FI RST | NVESTMENT OF THE
NAMES, ADDRESSES, TAXPAYER | DENTI FI CATI ON NUMBERS, EQUI TY | NTERESTS
| SSUED, CONSI DERATI ON PAI D FOR THE | NTERESTS, AND THE AMOUNT OF ANY
CREDI TS UNDER THI S SECTI ON, OF ALL LIM TED PARTNERS OR MEMBERS WHO
MAY | NI TI ALLY QUALI FY FOR THE CREDI TS UNDER THI S SECTI ON, AND THE
EARLI EST YEAR IN VWH CH THE TAX CREDI TS MAY BE CLAI MED. THE LI ST OF
LI M TED PARTNERS OR MEMBERS VWHO QUALI FY FOR THE CREDI TS UNDER TH S
SECTI ON SHALL BE AMENDED WHEN NEW EQUI TY | NTERESTS ARE SOLD OR WHEN
ANY | NFORVATI ON ON THE LI ST CHANGES.

(14) I F THE BOARD DETERM NES THAT THE BUSI NESS IS A QUALI FI ED
BUSI NESS OR THAT AN | NVESTMENT I N A COVMUNI TY- BASED SEED CAPI TAL
COWPANY | S ELI G BLE FOR A CREDIT UNDER THI S SECTI ON, THE BOARD
SHALL | SSUE A TAX CREDI T CERTI FI CATE TO BE ATTACHED TO THE
TAXPAYER S ANNUAL RETURN REQUI RED UNDER THI S ACT. THE TAX CREDI T
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CERTI FI CATE SHALL CONTAIN THE TAXPAYER S NAME, ADDRESS, TAX
| DENTI FI CATI ON NUMBER, THE AMOUNT OF CREDI T, THE NAME OF THE

QUALI FI ED BUSI NESS OR COMMUNI TY- BASED SEED CAPI TAL COMPANY, AND
OTHER | NFORVATI ON REQUI RED BY THE DEPARTMENT. A COMMUNI TY- BASED
SEED CAPI TAL COVPANY SHALL NOTI FY THE BOARD IN A TI MELY MANNER OF
ANY CHANGES | N THE QUALI FI CATI ONS OF THE COVMUNI TY- BASED SEED

CAPI TAL COMPANY, | N THE QUALI FI CATI ONS OF ANY QUALI FI ED BUSI NESS I N
WHI CH THE COVPANY HAS | NVESTED, OR IN THE ELIG BILITY OF LI M TED
PARTNERS OR MEMBERS TO REDEEM THE TAX CREDI TS I N ANY YEAR.

(15) | F A TAXPAYER DOES NOT CLAI M ALL OF THE AMOUNT OF CREDI T
ALLONED BY THE TAXPAYER S TAX CREDI T CERTI FI CATE I N THE FIRST 5 TAX
YEARS BEG NNI NG W TH THE TAX YEAR | N WH CH THE TAX CREDI T
CERTI FI CATE WAS | SSUED, THE TAX CREDI T CERTI FI CATE EXPI RES AND | S
VO D, AND NO FURTHER CREDI TS SHALL BE CLAI MED BASED ON THAT TAX
CREDI T CERTI FI CATE. | N YEARS FOLLON' NG THE TAX YEAR I N WHI CH A TAX
CREDI T CERTI FI CATE EXPI RES, THE DEPARTMENT SHALL | SSUE NEW TAX
CREDI T CERTI FI CATES UNDER SUBSECTI ON (14) FOR THE TOTAL AMOUNT OF
TAX CREDI TS THAT EXPI RED, BUT THE TOTAL OF ALL CREDI TS FOR ALL
TAXPAYERS FOR ALL YEARS SHALL NOT EXCEED THE MAXI MUM UNDER
SUBSECTI ON (5) .

(16) AN | NVESTOR | N A COVMMUNI TY- BASED SEED CAPI TAL COMPANY MAY
CLAIM A CREDI T UNDER THI'S SECTI ON ONLY FOR THE | NVESTOR S
| NVESTVENT | N THE COMMUNI TY- BASED SEED CAPI TAL COMPANY AND
MAY CLAI M ANY ADDI TI ONAL CREDI T FOR THE | NVESTOR S SHARE OF
| NVESTMENTS | N A QUALI FI ED BUSI NESS MADE BY THE COVMUNI TY- BASED
SEED CAPI TAL COVPANY. HOWEVER, AN | NVESTOR I N A COVMUNI TY- BASED
SEED CAPI TAL COVPANY SHALL NOT CLAIM A CREDI T UNDER THI S SECTI ON
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FOR A SEPARATE DI RECT | NVESTMENT MADE BY THE | NVESTOR | N THE SAME
QUALI FI ED BUSI NESS I N WH CH THE COVMUNI TY- BASED SEED CAPI TAL
COVPANY | NVESTS.

(17) ON OR BEFORE APRIL 1 EACH YEAR, THE BOARD SHALL PUBLI SH
AN ANNUAL REPCRT OF THE ACTI VI TI ES CONDUCTED UNDER THI S SECTI ON AND
SHALL SUBM T THE REPORT TO THE GOVERNOR AND THE LEG SLATURE. THE
REPORT SHALL | NCLUDE A LI STING OF ELI G BLE QUALI FI ED BUSI NESSES, A
LI ST OF ELI G BLE COVWUNI TY- BASED SEED CAPI TAL COVPANI ES, THE NUMBER
OF TAX CREDI T CERTI FI CATES | SSUED BY THE BOARD AND THE TOTAL AMOUNT
OF CREDI TS AUTHORI ZED BY THOSE CERTI FI CATES, AND THE TOTAL AMOUNT
OF CREDI TS CLAI MED UNDER THI S SECTI ON FOR THE | MVEDI ATELY PRECEDI NG
CALENDAR YEAR

(18) AS USED IN THI S SECTI ON:

(A) "ALTERNATI VE ENERGY TECHNOLOGY" MEANS THAT TERM AS DEFI NED
IN SECTION 2(D) OF THE M CHI GAN NEXT ENERGY AUTHORI TY ACT, 2002 PA
593, MCL 207. 822.

(B) "BOARD' OR "M CH GAN CAPI TAL | NVESTMENT BOARD' MEANS THE
M CHI GAN CAPI TAL | NVESTMENT BOARD CREATED | N SUBSECTI ON (9).

(©) "COVMUNI TY- BASED SEED CAPI TAL COVPANY" MEANS A FLOW
THROUGH ENTI TY, THE PRI NCl PAL BUSI NESS OPERATI ONS OF WHI CH ARE
LOCATED IN TH S STATE, FORMED SOLELY FOR THE PURPOSE OF | NVESTI NG
IN A SINGLE QUALI FI ED BUSI NESS.

(D) "FLOW THROUGH ENTI TY" MEANS AN S CORPORATI ON, PARTNERSHI P,
LI M TED PARTNERSH P, LI M TED LI ABILITY PARTNERSH P, OR LI M TED
LI ABI LI TY COVPANY. FLOW THROUGH ENTI TY DCOES NOT | NCLUDE A PUBLI CLY
TRADED PARTNERSHI P AS THAT TERM I S DEFI NED | N SECTI ON 7704 OF THE
I NTERNAL REVENUE CODE THAT HAS EQUI TY SECURI TI ES REG STERED W TH
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THE SECURI TI ES AND EXCHANGE COWM SSI ON UNDER SECTI ON 12 OF TI TLE |
OF THE SECURI TI ES EXCHANGE ACT OF 1934, CHAPTER 404, 48 STAT. 881,
15 USC 78lI.

(E) "H G4+ TECHNOLOGY ACTI VI TY" MEANS THAT TERM AS DEFI NED | N
SECTION 3 OF THE M CH GAN ECONOM C GROWMH AUTHORI TY ACT, 1995 PA
24, MCL 207. 803.

(F) "I NVESTOR' MEANS AN | NDI VI DUAL WHO MAKES A CASH | NVESTMENT
IN A QUALI FI ED BUSI NESS OR A PERSON WHO MAKES A CASH | NVESTMENT | N
A COMMUNI TY- BASED SEED CAPI TAL COVPANY. | NVESTOR DCES NOT | NCLUDE A
PERSON WHO | S A CURRENT OR PREVI OUS OMNER, MEMBER, OR SHAREHOLDER
IN A QUALI FI ED BUSI NESS.

(G "NEAR EQUI TY" MEANS DEBT THAT MAY BE CONVERTED TO EQUI TY
AT THE OPTI ON OF THE DEBT HOLDER AND ROYALTY AGREEMENTS.

(H) "QUALI FI ED BUSI NESS" MEANS A BUSI NESS THAT MEETS THE
CRITERI A I N SUBSECTI ON (11).

(1) "REALI ZED RETURN' MEANS THE CHANGE I N VALUE OF THE
I NVESTMENT THAT |'S ACTUALLY EARNED OVER THE | NVESTMENT PERI CD,

I NCLUDI NG ALL DI STRI BUTI ONS MADE DURI NG THE | NVESTMENT PERI OD.
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