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Sect ion l. NEW SECTION. 422.llC VENTURE CAP!TAL CREDIT. 

2 l. The taxes imposed under this division less credits 

3 allowed under sections 422.10, 422.l:A, 422.ll3, and 422.12, 

4 shall be reduced by a venture capital credit. 

5 2. The amount of the credit is equal to ten percent o~ a 

6 taxpayer's investment during the tax year that the initial 

7 offering of securities by a qualified business and seed or 

8 venture capital fund is made. 

9 3. The investment in a seed or venture capital fund shall 

10 be in one of the 

ll a. Shares or 

following: 

other equity interests. 

12 b. A seed or venture capital 

13 expedited registration by filing 

fund registered under an 

system for small issuers ir. 

14 which the conunissioner must objec: \·lithin a li:r.ited ti:ne or 

15 the registration is effective. 

16 4. A qualified business shall meet all of the following 

17 conditions: 

l8 a. The business is a corporation that operates a value-

19 added business which may include, but is not limited to, 

20 manufacturing or transformation of goods for sale or rent, 

21 construct:on, transportation, tourism or rec!eation, or ~ining 

22 or mineral development. 

23 b. The shares are purchased for money consideration and 

24 carry full 

25 c. The 

26 expedited 

27 paragraph 

voting rights. 

shares are sold in 

registration system 
II b II • 

an 

as 

offering registered under an 

defined in subsection 3, 

28 5. If during the tax year, the investment or a portion of 

29 the investment is disposed of prior to having been owned by 

30 the taxpayer for two years, t~e tax under th~s divisiorl is 

31 increased by the amount of the credit taKen o~ the invest~e~t 

32 or portion of :he investrr.ent. 

33 6. ~ny credic in excess of the tax liability for the ~ax 

34 year may be credited to the tax l:ability for the fcllcwing 

35 five years or until depleted, whichever is ea:lier. 
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S.F. d55"o1 H.F. 

1 Sec. 2. Section 422.33, Code Supplement 1989, is amended 

2 by adding the following new subsection: 

3 NEW SUBSECTION. 8. The taxes imposed under this division 

4 shall be reduced by a venture capital credit. 

5 a. The amount of the credit is equal to ten percent of a 

6 taxpayer's investment during the tax year in the initial 

7 offering in new stock issues of common voting stock by a 

8 qualified business and seed or venture capital fund. 

9 b. The investment in a seed or venture capital fund shall 

10 be in one of the following: 

11 (1) ·Shares or other equity interests. 

12 (2) A seed or venture capital fund registered under an 

13 expedited registration by filing system for small issuers in 

14 which the commissioner must object within a limited time or 

15 the registration is effective. 

16 c. A qualified business shall meet all of the following 

17 conditions: 

18 (1) The business ~s a corporation that operates a value-

19 added business which may include, but is not limited to, 

20 manufacturing or transformation of goods for sale or rent, 

21 construction, transportation, tourism or recreation, or mining 

22 or mineral development. 

23 (2) The shares are purchased for money consideration and 

24 carry full voting rights. 

25 (3) The shares are sold in an offering registered under an 

26 expedited registration system as defined in paragraph "b", 

27 subparagraph (2). 

28 d. If during the tax year, the investment or a portion of 

\

'29 the investment is disposed of prior to having been owned by 

30 the taxpayer for two years, the tax under this division is 
I 
31 increased by the amount of the credit taken on the investment 

32 or portion of the investment. 

33 e. Any credit in excess of the tax liability for the tax 

34 year may be credited to the tax liability for the following 

35 five years or until depleted, whichever is earlier. 
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...,:?r-"1 
S.F. cl~ i-!.f. 

1 Sec. 3. NEW SEC~lON. 502.207A REGISTRAT:ON BY FILING FOR 

2 SMALL ISSUERS. 

3 1. A security mee~ing the conditions set for:h in this 

4 section may be registered by filing as provided in this 

5 section. 

6 2. In order to register under this seccion, the issuer 

7 must meet all of the Eol:owing conditions: 

8 a. The issuer must be a corporation or partnership 

9 organized under the laws of one of the states or possessions 

10 of the United States which engages in or proposes to engage in 

11 a business other than petroleum exploration or production 

12 m1n1ng 

l3 b. 

14 of the 

15 holder 

or other extractive industries. 

The securities must be offered and sold only on behalf 

issuer, and must not be used by any selling securiry 

to register securities for resale. 

:n order to register under this section, all of the 

17 following conditions must be sat1sfied: 

16 3 . 

:8 a. The offering price for corr~on stock, the exercise pr1ce 

19 if the securities are options, Harrants, or rights for ccrr"110n 

20 stock, or the conversion price if 'he securlties are 

21 convertible into co~~on scock must be equal to or greater than 

22 five dollars per share. The issuer must not sp~~t its common 

23 stock, or declare a stock dividend, for :wo years afcer 

24 effectiveness of the registration, except that in conr.eccicn 

25 with a subsequent registered public offering, the issuer ~ay 

26 upon application and consent of t~e administrator take such 

27 action. 

28 b. A commission, fee, or other remuneration s~all not be 

29 paid or given, directly or indirectly, for the sale of the 

30 securities, except for a payment to a broker-dea:er or agent 

31 registered under :his chapter, or except for a payment as 

32 permitted by the administrator by ru:e or by order issued upon 

33 writcen application shoHing good cause for a:lowance of a 

34 commission, fee, or ot.he::- remuneration. 

35 c. The issuer or a broker-dealer offering or selling the 
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S.P. H. F. 

l securities is not or would not be disqualiEied under rule 505, 

2 17 C.F.R. § 230.505 (2)(iii), adopted ~~der the federal 

3 Secur:ties Act of 1933. 

4 d. The aggregate offering price of the offering of 

5 securities by the issuer within or outs:de this state must not 

6 exceed one million dollars, less the aggregate o:fering price 

7 for all securities sold wi~hin ~welve 2onths before the start 

8 of, and during the offering of, the securities under rule 504, 

9 17 C.F.A. § 230.504, in reliance on any exempcion ander 

lO section 3(b) of the federa: Securities Ac' of 1933 o' in 

ll violation of section S(a) oE that Act; ~rovidedt t~at if rule 

12 504, :7 C.P.R. § 230.504 1 aCopted u~de~ the SecJri:ies Act of 

13 1933, is amended after the eff~ct~ve date of cn1s sec~!Orl, the 

14 administrator :tiay by rule increase the l~ci: ~nder this 

lS paragrapt to conform to that increased excu~t. 

:s e. An oEferi~g docum?~t meeting the disclosura 

:7 :ceq~1::..:-eme:1::s o:: r1..:l2 502{b)(2)r l7 C.?.:=<.§ 23G~502(j)[2), 

~6 2dopted ~nder :~e Securities Act of 193~, ~~st be delivered to 

~-S 0ach pu~cheser ir the state prio~ to the sale cf the 

20 sec~r:~~2S 1 unl2ss the ad~i~istrator ~v :ule or order provides 

2: fer ~isclosure differe~t from that rule. 

22 • The issuer must file wi~h the ac~:n~scra:o~ ~n 

23 application for registration and the off~ring document :o be 

24 used Ln co~nection with the oEEer an~ sale of securities. 

25 g. The issuer rnust pay to the adreinistra~or a fee of one 

26 hu~dred dollars and is not required to pay t~e fil~ng fee set 

27 focth in section 502.208, subsection 2. 

28 4. Unless the adreiniscrato: issues a stop order denying 

2S the effectiveness of the r~gistrac~on; as provtded i~ section 

3C 502.209, the registrac~on beco~es 2~Eect~v2 o~ t~e ~ifth 

3l business d~y afcer the re~~strat~on ~as ~ee~ f~:ed ~ith the 

22 administ:ator, or ear:ie~ i~ t~e adxinist=a~o= ~crxi~s a 

33 shorter ~~me p2riod be~wee~ regist:atic~ a~~ e~~ecciveness . 

3 4- 5. . h. 
: .. lS 

~~ sec~ion, a p2~sc~ may be ~egiste~ed as 2~ ~g2n~ of ~~e issuer 



S.?. ~~~ H.F. 

l under section 502.301 by che filing of an application by the 

2 1ssuer with ~he administrator Eor the registratio~ of the 

3 person as an agent of the issuer and the paying o: a fee of 

4 ten dollars. ~otwithstanding any other prov1sion of this 

5 chapter, the registration of the agent shall be effec~ive 

6 until withdrawn by the issuer or until the securities 

7 registered pursuant :o the registration statement have all 

8 been sold, whichever occurs first. The registrat1on of a~ 

9 agent shall become effective when ordered by the admi~istrator 

10 or on the fifth business day after the agent's application has 

11 been filed with the administrator, whichever occurs first, and 

l2 the administrator shall not impose f~rther conditions upon the 

13 registration of the agent. However, the administrator may 

14 deny, revoke, suspend, or withdraw the registration of the 

15 agent at any time as provided in sec~ion 502.304. 

16 Notwithstanding section 502.302, subsection 5, :or the 

:7 purposes of registration of agents under this sec~ion, the 

18 issuer and agent are not required to post bond. An agent 

19 registered solely pursuant to this section is entitled ~o sell 

20 only securities registered under this section. 

21 6. This section is not applicable to any of the following 

22 issuers: 

23 a. An investment company, including a mutual Eund. 

24 b. An issuer subject to the reporting requirements of 

25 section 13 or l5(d) of the federal Securities Exchange Act oE 
26 1934. 

27 c. A direct participation program, unless otherwise 

28 permitted by the administrator by rule or order :or good 

29 cause. 

30 d. A blind pool or other offering for which the specific 

31 business or properties cannot now be described, unless the 

32 administrator deter~ines that the blind pool is a corrff.~~1ty 

33 development, seed, or venture caoital Eund for which the 

34 administrator per~its a waiver. 

35 7. Notwithstanding any other provision of this chapter, 
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- the ad~inistratoc shall no~ de~y effectiveness to o~ s:1spend 

2 or revoke the effectiveness of a regist~ation ~nde~ :his 

3 section on the ba5is of sect1on 502.209, s~bsec~ion 1, 

4 paragraph 11 h 11
, and the admin~strator shall not impose the 

5 conditions specified in section 502.208, subsection a, 
6 subsection 9, paragraph ''b'', or subsection 12. The 

7 admin:strator may issue a stop order pursuant to section 

8 

9 

502.209 to 

additional 

filers unde~ this section for any of the following 

reasons: 

10 a. The issuer's principal place of business 1s not in this 
~ , state. 

12 b. At least fifty percent of the issuer's full-time 

13 employees are not located in this state. 

14 c. At least eighty percent of the net proceeds of the 

!5 of~ering are not going to be used in connec~1on with the 

16 operaLio~s of the issuer in this state. 

17 d. 

~-3 least 

~f :he :ssuer is 2 seed or venture capit~~ fund, at 

fifty pe~cent o~ the moneys received ~rom the sale of 

19 the secu:ities will no~ be used tc ~ake seed or 

20 capltal invest~e~ts i~ this state. 

21 Sec. ~- Sectio~ 502.611, Code 1989, is amended by adding 

22 the ~allowing new un~u~be~ed ~aragrapt: 

23 NEW ~~~UMBERBD ?ARAGRAP~. ?his chap~e~ m2~ be construed 

24 ~nd imple~ented to ef~ectuate its ge~eral p~rpose to pro:ec: 

25 i~vestc~s, a~e consistent with that ~Ur?ose, to e~courage 

25 capita~ Ecr~at~o~, job creation, a~d free and co~petit~ve 

27 sec~rities markets and ~o mi~imize regaiato:y burde~s on 

28 ~ssuers end persons subjec~ to this c~ap~er, especially small 

29 businesses. 

JC Sec. 5. 

Sect:cns lr J, a~d 4 of t~is Ac~, 

32 :~portance, take effect upon enac~rne~t. 

3 3 Sec. 6. 

34 Sectic;. 

35 applies 'to 

2 of thi3 Ac~ takes 2ffect ~~ly 

eligj.ble inves=nents ~ade o~ oc 

-6-
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... ,:;;e-......, 
S.?. o/~ oi H.F. 

1 Sec. 7. 

2 Sectior. 1 of this Act lS repealed January 1, l993. 

3 Sec. 8. 

4 Section 2 of this Act is repealed January l, 1994. 

5 EXPLANATION 

6 This Oi~l provides an income tax credit for an investment 

7 in new stock issues by qualified corporations and a q~alified 

8 seed or venture capital fund. The credit is 10 percent of the 

9 taxpayer's investmen: and may be credited to tr.e tax liability 

10 of the following tax year. 

11 A qualified corporation and venture capital fund sha1: meet 

12 several require~ents in order to qualify for :he tax credit. 

13 The bill applies retroactively to tax years beginning on or 

14 after January l, 1990. 

15 

16 
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34 

35 
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A BILL FOR 

.s~ .;; :2:;. r 
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BY (PROPOSED CO.!'.MITTEE ON S.!'.A::.::, 

BUSINESS AND ECONOMIC 

DEVELOPMENT BILL BY 

CHAIRPERSON BOSWELL) 
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Vote: ,Ayes Nays 

1 An Act providing a venture capital income tax credit and 

providing a retroactive applicability date. 2 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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S.F. H.F. 

l Section l. NEW SECTION. 422.llC VENTURE CAP!TAL TAX 

2 CREDI~. 

3 1. The ~axes imposed under this division, less credits 

4 allowed u~der sections 422.10, 422.1lA, 422.118, 422.12, and 

5 422.128, shall be reduced by a venture capital tax credit 

6 equal to ten percent of the taxpayer's investment in new stock 

7 issues by a qualified corporation and a qualified seed or 

8 ve~ture capital fund. A credit in excess of the tax liability 

9 for the tax year may be credited to the tax liability for the 

10 following tax year. 

11 2. To be a qualified corporation the following conditions 

12 must be met: 

13 a. The corporation must have its principal place of 

14 business :n this state. 

15 b. The corporation must generally operate a value-added 

16 business which may include, but is not limited to, 

17 manufacturing or transformation of goods for sale or rent, 

18 construction, transportation, tourism or recreation, or mlnlng 

19 or mineral development. 

20 c. The corporation's shares must be purchased for money 

21 consideration and carry full voting rights. 

22 d. The corporation's shares must be sold in a~ offering 

23 registered under chapter 502, or sold pursuant to the uniform 

24 limited offering exemption authorized or established by the 

25 co~~issioner of insurance. 

26 3. To be a qualified seed or venture capital fund the 

27 following conditions must be met: 

28 a. The investment must be in shares or other equity 

29 interests. 

30 b. The fund's principal place of business must be ln this 

31 state. 

32 c. The fund must represent that not less than fifty 

33 percent of the moneys received from the sale of shares or 

34 equity interests will be used to make seed or venture capital 

35 lnvestments in businesses in this state. 
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S.F. H.F. 

1 4. In order for the amount of the investment to remain 

2 eligible for the credit, the taxpayer mus~ hold shares of the 

3 same val~e for two compiete calendar years following ~he year 

4 of purchase. Shares originally purchased may be sold and 

5 replaced with other eligible shares within the two years 
6 ~allowing the year of purchase. 

7 Sec. 2. Section 422.33, Code Supplement 1989, is amended 

8 by adding the following new subsection: 

9 NEW SUBSECTION. 8. a. The taxes imposed under this 

10 division shall be reduced by a venture capital tax credit 

ll equal to ten percent of the corporation's investment in new 

12 stock issues by a qualified corporation and a qualified seed 

13 cr venture capital fund. 
14 b. To be a qualified corporation the following conditions 

15 must be met: 
(1) The corporation must have its principal place of 

business in this state. 

(2) The corporation must operate a value-added business 

19 which may include, but is not limited to, manufacturing or 

20 transformation of goods for sale or rent, construction, 

21 transportation, tourism or recreation, or mining or mineral 

22 development. 

23 (3) The shares must be purchased for money consideration 

24 and carry full voting rights. 

25 (4) The shares must be sold in an offering registered 
26 under chapter 502, or sold pursuant to the uniform limited 

27 offering exemption as authorized or established by the 

28 co~~issioner of insurance. 

29 c. To be a qualified seed or venture capital fund all of 

30 the following conditions must be met: 

31 (1) The investment must be in shares or other equity 
32 in~erests. 

a 33 

• 34 

35 

( 2 ) 

state. 

( 3 ) 

~he fund's principal place of business must be in this 

The fund must represent that not less than fifty 

-2-



S.F. H.F. 

1 percen~ of the moneys received from the sale of shares or 

2 equity interests w1ll be used to make seed or venture capital 

3 investme~ts in businesses in this state. 

4 d. In order for the amount of the investment to remain 

5 eligible for the credit, the taxpayer must hold shares of the 

6 same value for two complete calendar years following the yea: 

7 of purchase. Shares originally purchased may be sold and 

8 replaced with other eligible shares within the two years 

9 following the year of purchase. 

10 sec. 3. 

ll This Act applies retroactively to tax years beginning on or 

12 after January l, 1990. 

l3 EXPLANATION 
14 This bill provides an income tax credit for an investment 

15 in new stock issues by qualified corporations and a qualified 

16 seed or venture capital fund. The credit 1s 10 percent of the 

17 taxpayer's investment and may be credited to the tax liability 

18 of ~he following tax year. 

19 A qualified corporation and venture capital fund shall meet 

20 several requirements in order to qualify for the tax credit. 

21 The bill applies retroactively to tax years beginning on or 

22 after January l, 1990. 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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