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L An Act providing for che certif1cation of local seed capital 

2 pools, providing a local seed capital pool incorr.e tax credit, 

J and providing for a retroactive applicability date. 

4 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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St-!ct~on. l. 

2 Sections 28.:7: thro~gh 28.175 ate e~dcted as a new 

3 divisio~ of chapter 28. 

4 Sec. 2. ~EW S~C~!ON. 28.i71 TITLE OF ACT. 

5 Th1s d1v1sion is entitled the ''Iowa ~ocai Seed Capital 

5 Pools Act 11
• 
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Sec. 3. NEW SECTION. 28.172 DEFINITIONS. 

As used in this division, unless the context otherwise 

' . uDepart:ne:-~:." ~eans the Iowa department of econom1c 

'
1 Icwa business'' means any s~all business dS defined in 

~3 se~t1on ~S.l02 and owned by an individual, partnersh:p, 

~4 a~sociatior., or corporation domiciled in ~owa, or any 

!.5 corpo::at1or., 

L6 corporat.ion, 

17 substant~ally 

even if a wholly owned subsidiary of a foreign 

chat does business primarily in Iowa or does 

all of the business production in Iowa. 

18 3 • "Local seed capital pool'' means a fund established to 

:9 receive investments to provide funding for use by Iowa 

20 businesses for one or more of che following purposes: 

21 a. Developmen~ of a prototype product or process. 

22 b. A market study to determine the feasibility of a new 

23 product or process. 

24 c. A business plan for the development and production of a 

25 new product or process. 
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Sec. 4. NEW S2CTION. 28.l73 PURPOSE. 

The 

ass 1st 

in Iowa 

Sec. 

purpose of the Iowa local seed capital pools Act ~s to 

in the formation of seed capital funds for investGent 

busir.esses. 

28.~74 LOCA:.. SEED CAPITAL POOL --

A :oc~~ seed caplta~ pool must be certif:ed by the Iowa 

33 ~epartrnent of economic develcpmen~ in order co qualify for the 

34 tax credit provisions of section 422.LlC and sec:ion 422.33, 

3S s~Dsectio~ SA. 
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l 2. The application for certification shall contain, as a 

2 minimum, the following information: 

3 a. The name of the applicant applying for the certificate. 

4 b. The address of the applicant's principal office in the 

5 stste. 

6 c. The names and addresses of the applica~t's direc~ors, 

7 officers, general partners, or managing partners. 

8 a. A certified copy of the certificate or articles ot 

9 incorporation, or a certified copy of the certificate of 

lO ~ormation of a partnership. 

e. Documentation that the pr1vate capitalization of che 

12 pool is not less than two hundred thousand dollars. 

l3 f. The level of capitalization that the company expects 

14 will qual•fy for a tax credit under section 422.llC or section 

15 422.33, subsection 6A. 

16 g. The source of money necessary to administer and operate 

l7 the local seed capital pool. 

l8 Sec. 6. NEW SECTION. 2&.175 LOCAL SEED CAPITAL ?OOL --

19 INVE:STMENT REQUIREMENTS. 

20 l. A certified local seed capital pool shall provide 

21 fund1ng for Iowa businesses as defined in section 28.:72 and 

22 shall noc provide funding for other businesses. 

23 2. Public funds may be invested in a certified local seed 

24 capital pool. However, a private investment of not less tr.an 

25 two dollars in the pool shall be made for each one do::ar of 

26 public investment in the fund. 

27 

28 

Sec. 7. NEW SECTION. 28.176 ANNUAL REVIEW. 

l. The department shall review on an annual basis a local 

29 seed capital pool for compliance with the provisions of :his 

3G cha?teL and r~les adopted tc i~plement this divisior.. 

31 2. Each local seed capital pool shall provide t~e 

32 ::o:lo\ving information at the :i.me of t~e annual review: 

33 a. T~e name, address, and taxpayer identificatio~ numbe~ 

34 of each ~axpayer who has invested in the pool and tne a~ouDt 

35 of the investmenc of each taxpayer. 
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b. T~e ~ame a~d :ocation ,.,;: 
~L eac~ business in which the 

2 peel has invested and the ~mo~nt and t~e use of the 

3 .investment. 

4 c. An estinate of the number of new jobs creaLed or joos 

5 retained in each btlS~ness. 

6 Sec. 8. NEW SECT:ON. .;22.:~c LOCAL SEED CAPITAL POOL TAX 

7 CRS::>IT. 

8 The taxes imposed under this division, less credits a:lowed 

9 under sections 422.l0, 422.llA, 422.113, and 422.12, shall be 

10 reduced by d local seed capita: pool tax credit. A taxpayer 

ll who ma~es a cash :nvestment in a certified local seed cap:ta: 

~2 poe:, as de:ined 1n section 28.172, is entit~ed to a local 

~3 seec capital pool tax credit equal to twenty-five percent of 

14 the taxpayer's cash investment in the local seed capital pool 

lS :n t~e tax year the investment 1s made. An individual may 

16 claim the local seed capital pool tax credit allowed a 

l7 partnership, subchapter s corporation, or estate or trust 

l8 electing ~o have the income taxed directly to the individual. 

l9 The amount claimed by the individual shall be based upon the 

20 pro rata share of the i~dividual•s earnings cf the 

21 partnership, subchapter S corporation, or estate or trust. 

22 Any credit 1n excess of the tax liability for the tax year may 

23 be credited to the tax liability in subsequent years unti: 

24 depleted. 

25 Sec. 9. Section 422.33, Code Supplement 1989, is amended 

26 by adding the fol:owing new subsection: 

27 NEW SUBSECTION. 6A. The caxes imposed under this divislon 

28 shall be reduced by a local seed capital pool tax credit. A 

29 taxpayer who makes a cash investment in a certified local seed 

30 capital pool as defi~ed in section 28.172, is entitled to a 

3: ~oc~~ seed capital pool tax c~edit equal to twenty-five 

tn~ taxpayer's cash investment 1~ the local seed 

33 capital pool in the cax yea~ the investme~t is made. A~y 

34 credi~ in excess of the tax liabi:ity for the tax year may be 

35 c~edited to :he tax liability :n subseq~ent years ~ntil 
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S. F. o;:!J_j_ H. F. -------

l depleted. 

2 sec. 10. 

3 Sections 8 and 9 of ~his Act apply retroac~ively ~or tax 

4 yea~s beginning on or after January l, 1990. 

5 EXPLANATION 

6 7he bill establishes a program for the certification of 

7 Iowa local seed capital pools. The purpose ot the local seea 

8 capital pool is to assist in the formation of seed capital 

9 fucds for investment in Iowa businesses. When a local see~ 

10 capital pool is certified by the department of ecor.om1c 

ll development, investments in the pool qualify for certain tax 

l2 credits. A pool must be reviewed on an annual basis ~o remain 

13 certified. The bill requires a certified local seed capital 

14 pool to provide funding only for Iowa businesses. Public 

15 funds may be invested in a local seed capital pool but a two 

16 dollar private investment must be made for each dollar of 

17 public investment in the fund. 

l8 The bill provides for a local seed capital pool income tax 

19 credit. A taxpayer who makes a cash ir.vestment in a certified 

20 local seed capital pool is entitled to a local seed capital 

2l pool tax credit equal to 25 percent of the taxpayer's cash 

22 investment in the local seed capital pool 1n the tax year the 

23 investment is made. Any credit in excess of the tax liability 

24 for the tax year may be credited to the tax liability :n 

25 following years until depleted. The tax credit is applicable 

26 retroactively for tax years beginning on or after January l, 

27 1990. 
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A fiscal note for Senate File 2384 is hereby submitted pursuant to Joint Rule 
17. Data used in developing this fiscal note is available from the Legislative 
Fiscal Bureau to members of the Legislature upon request. 

Senate File 2384 establishes a Program to certify Iowa local seed capital pools 
to assist in the formation of seed capital funds for investment in Iowa 
businesses. After the Department of Economic Development has certified a local 
seed capital pool, it will become eligible for certain tax credits. The seed 
capital pools must be certified on an annual basis. Public funds may be 
invested in a local seed capital pool but a. two dollar private investment must 
be made for each dollar of public investment in the fund. 

A taxpayer who makes an investment in such a capital pool will be entitled to 
25 percent of the taxpayer's cash investment. The tax credit is applicable 
retroactively for tax years beginning on or after January 1, 1990. 

ASSUMPTIONS: FY 1991 

Number of FTE positions needed. 0.5 

r of local seed capital pools established. 5 

Average capitalization of each pool. $ 450,000 

Total amount of capital pools. $2,250,000 

Total amount of SO private local investments. $1,500,000 

Total tax credits. $ 375,000 
Carry over reduction (1/3). $- 125,000 

Total tax credits. 
Previous year carry over. 

Total carry over reduction (1/3). 

$ 250,000 

FY 1992 

1.00 

10 

$ 450,000 

$4,500,000 

$3,000,000 

$ 750,000 
s- zso,ooo 

$ 500,000 
$+ 125,000 

$ 625,000 

No new businesses or jobs occur as a result on this program in FY 1991. 

New businesses and jobs may result in FY 1992 but the revenue from this 
economic activity would not result until FY 1993. 



SENATE CLIP SHEET FEBRUARY 28, 1990 Page 34 

PAGE 2 , FISCAL NOTE, SENATE FILE 2384 

-2-

FISCAL IMPACT: 

Expenditure: FY 1991 FY 1992 

Salaries & Support $ 30,000 $ 60,000 

Tax Credit Loss to General Fund 250,000 625,000 

Total $280,000 $685,000 

(LSBurBO~SV~e~HMdment of Economic Development 

FILED FEBRUARY 27, 1990 BY DENNIS PROUTY, FISCAL DIRECTOR 


