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1 HOUSE FI LE 767

AN ACT
RELATI NG TO CERTI FI ED CAPI TAL COVPANI ES AND PROVI DI NG FOR A
CERTI FI ED CAPI TAL COVPANY | NSURANCE PREM UM TAX CREDI T.

BE | T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF | OMA:

Section 1. NEWSECTION. 15E. 221 SHORT TITLE

This division shall be known and nmay be cited as the
"Certified Capital Conpanies Act".

Sec. 2. NEWSECTION. 15E. 222 DEFI N TIONS

As used in this division, unless the context otherw se
requires:

1. "Affiliate" neans, with respect to a certified capital
conpany or a certified investor, any of the follow ng:

a. A person who, directly or indirectly, beneficially
owns, whether through rights, options, convertible interests,
or otherw se controls or holds power to vote, ten percent or
nore of the outstanding voting securities or other voting
ownership interests of the certified capital conpany or
certified investor, as applicable.

b. A person, ten percent of whose outstanding voting
securities or other voting ownership interests are directly or
indirectly beneficially owned, whether through rights,
options, convertible interests, or otherw se controlled or
held with power to vote by the certified capital conpany or
certified investor, as applicable.

c. A person directly or indirectly controlling, controlled
by, or under comon control with, the certified capita
conmpany or certified investor, as applicable.

d. A partnership in which the certified capital conpany or
certified investor, as applicable, is a general partner.

e. A person who is an officer, director, or agent of the
certified capital conpany or certified investor, as
applicable, or is an imediate fam |y nenber of such an
officer, director, or agent.

2. "Certified capital company" neans a person who is
certified by the departnent pursuant to section 15E. 223.

3. "Certified capital conmpany tax credit" neans the tax
credit nade avail abl e under section 15E. 232.

4, "Certified capital investnent"” neans an investnent in a
certified capital conpany that is certified pursuant to
section 15E. 224, subsection 2, and that fully funds either the
investor's equity interest in a certified capital conpany or a
qualified debt instrunent that a certified capital conpany
i ssues.

5. "Certified investor" means a person who nmakes a
certified capital investnent.

6. "Department" means the departnent of economc
devel opnent as created in section 15.101.

7. "Director" means the director of the departnent or the
director's designee.

8. "lnvestnment date" nmeans, with respect to each

i nvest nent pool, the date on which the last certified capita
investnment that is part of that investnent pool was invested
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in the certified capital conpany.

9. "lInvestnment pool"” neans the aggregate of all certified
capital investnments in a certified capital conpany that are
made as part of the same transaction, except that investnents
received nore than thirty days apart shall not be considered
part of the same investnent pool

10. "Qualified business" neans a business which is a
qual i fi ed busi ness under section 15E. 225.

11. "Qualified debt instrument” neans a debt instrument
that nmeets all of the following criteria:

a. A certified capital conpany issues the instrunment at
par value or at a prem um

b. The instrument has an original maturity date of at
| east five years fromthe date on which it was issued

c. The instrunment has a repayment schedule that is no
faster than a level principal anortization over five years.

d. The instrument has an annualized internal rate of
return not to exceed the then current yield of the nost
recently issued five-year United States treasury security at
the tine of issuance of the qualified debt instrunment by nore
than three hundred basis points cal cul ated using the purchase
price of the qualified debt instrument, all paynents of
principal and interest thereon, and all future tax credits
projected to be received with respect thereto.

e. The instrunment does not contain an equity conponent or
interest, distribution, or paynent features which are rel ated
to the certified capital conpany's profitability or the
performance of its investment portfolio, whether the conponent
or features are part of or attached to the qualified debt
instrument or are distributed or sold separately and purchased
or obtained by the holder of the qualified debt instrunent or
any of its affiliates.

12. "Qualified distribution" neans a distribution or
payment by certified capital conmpany for any of the follow ng:

a. The reasonabl e costs of form ng, syndicating, managi ng,
or operating the certified capital conpany, provided that no
such distribution or paynent is nade directly or indirectly to
a certified investor or an affiliate thereof.

b. An annual nmanagenent fee that does not exceed two and
one-hal f percent of the certified capital conmpany's total
certified capital

c. Reasonabl e and necessary fees paid for professiona
services related to the operation of the certified capita
company.

d. A projected increase in federal or state taxes,

i ncluding penalties and interest on those taxes, of the equity
owners of the certified capital conmpany if those amounts are
related to the certified capital conpany's ownership,
managenent, or operation.

13. "Qualified investnent"” nmeans an investrment in a
qualified business by a certified capital conpany that neets
the requirenents under section 15E. 226, subsection 1.

Sec. 3. NEWSECTION. 15E. 223 CERTI FI CATI ON OF CERTI FI ED
CAPI TAL COVPANI ES

1. A person applying to becone a certified capital conpany
shal |l subnmit an application to the department. The depart ment
shal | grant or deny an application for certification within
thirty days of the date of application. |f the departnent
deni es the application, the department shall include with the
deni al a detailed description of the grounds for the refusal,
i ncludi ng suggestions for renmoval of those grounds.

2. The departnment shall certify a person as a certified
capital conpany if the departnent determines that all of the
followi ng conditions have been net and the application is
conpetitive with other applications:

a. The person is a partnership, corporation, trust, or
limted liability conpany, whether organized for profit or not
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for profit, that has as its primary business activity the
i nvestment of cash in qualified businesses.

b. The person has a net worth, at the tine of application,
of at least five hundred thousand dollars and has at |east
five hundred thousand dollars in cash, cash equivalents, or
mar ket abl e securities. The person shall subnmit with the
initial application an audited bal ance sheet with an
unqual i fied opinion froma firmof independent certified
public accountants as of a date not nmore than thirty-five days
prior to the date the application is submtted

c. The directors, officers, general partners, trustees,
managers, menbers, or persons having a simlar function are
famliar with the requirenents of this division.

d. At least two officers, directors, general partners,
trustees, managers, or nenbers each have at |east two years of
experience in the venture capital industry.

e. The person has included, in any offering material
involving the sale of securities, the statements required
under section 15E. 224, subsection 1.

f. The person has paid a nonrefundabl e application fee of
seven thousand five hundred dol |l ars.

g. The person has not engaged in dishonest or unethica
practices as the departnment may define by rule pursuant to
chapter 17A

3. The departnent may certify a person as a certified
capital conpany if the conpany has been previously qualified
under section 15E. 208, has a net worth at the tine of the
application of at |least five hundred thousand dollars, and has
at least five hundred thousand dollars in cash, cash
equi val ents, or marketable securities. The conpany mnust
include in any offering material involving the sale of
securities relying upon this section, the statenments required
under section 15E. 224, subsection 1.

4. The department shall adopt rul es pursuant to chapter
17A relating to procedures for defining conflicts of
interests.

Sec. 4. NEWSECTION. 15E. 224 | NVESTMENTS I N CERTI FI ED
CAPI TAL COVPANI ES

1. Any offering material involving the sale of securities
of a certified capital conpany shall include all of the
foll owi ng statenents:

a. "By authorizing the formation of a certified capital
conmpany, the state does not necessarily endorse the quality of
managenent or the potential for earnings of the company and is
not liable for danmages or losses to a certified investor in
the conpany. Use of the word "certified" in an offering is
not a recomendation or endorsenent of the investnent by the
Depart ment of Econom c Devel opnent."

b. "lnvestnments in a prospective certified capital conpany
prior to the time the conpany is certified are not eligible
for a certified capital conpany investnent credit under
section 15E. 232 of the Iowa Code. Investnments in a certified
capital conpany are not eligible for a certified capital
company investnment tax credit under section 15E. 232 of the
|l owa Code, unless the proposed investnent is certified under
section 15E. 224, subsection 2 of the |Iowa Code, before the
investnment is made. In the event that certain statutory
provisions are violated, the state may require forfeiture of
unused certified capital conpany investnment credits and
repaynent of used certified capital conpany investnent
credits.”

2. Certification of certified capital investnents shal
occur according to the follow ng procedure:

a. Application to make a certified capital investnent
shal |l be by providing notice to the department on a form
prescribed by the departnent. The notice shall include the
nane of the person applying for certification, the name of the
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certified capital conpany, the anpbunt of the proposed

i nvestment, and any other information specified by the
departnent. The notice shall also include an undertaking by
the person to nmake the investnent within five days after the
departnment notifies the person that the investnent has been
certified.

b. The department may certify an investnent under this
subsection only if, after the certification, the departnment
will not have certified a total of nore than sixty mllion in
certified capital investnents under this subsection. The
departnent shall not certify nore than twenty-five percent of
the total certified capital investnents allowed under this
paragraph for investnents in a certified capital conpany that
has been previously qualified under section 15E. 208. A
certified capital conpany, together with its affiliates, shall
not file applications on behalf of its certified investors to
make certified capital investments in excess of the maxi mum
anount of investments that may be certified under this
subsecti on.

c. Prior tothe first day of the thirteenth nonth
begi nning after the effective date of this Act, the departnent
shall not certify an investnment under this subsection if,
after the certification, the certified investor, together wth
all affiliates of the certified investor, would have invested
more than ten mllion dollars in certified capita
i nvest ment s.

d. If, as aresult of the linmtations under paragraph "b"
or "c", the departnent does not certify the full anount
requested in applications for certified capital investnents
submitted under paragraph "a", the departnment shall allocate
the amounts available for certification in order of priority
based on the date on which the application was submtted. |If
the anpunts available for certification are insufficient to
certify the full anobunt of all applications for certified
capital investnents that are subnitted on the sane day, the
departnent shall prorate the avail able anpbunt on the basis of
the anpunt that the investor has committed to invest in the
certified capital conmpany under paragraph "a".

3. An insurance conpany, group of insurance conpanies,
affiliate of an insurance conpany, or group of such affiliates
shal | not beneficially own, directly or indirectly, whether
through rights, options, convertible interests or otherw se
ten percent or nmore of the equity securities in, be a genera
partner or manager of, or otherwi se control the investnments of
a certified capital conpany. This subsection does not
precl ude any such person fromexercising its legal rights and
renedi es, including interimmanagenment of a certified capita
conpany, in the event that a certified capital conmpany is in
default of its statutory or contractual obligations to such
person

4. Capital investnents shall not be certified on behalf of
the certified investors of a certified capital conpany unl ess
the aggregate amount of capital certified on behalf of all of
the certified investors of such certified capital company
woul d be at least five nmllion dollars, after giving effect to
any allocation required by subsection 2, paragraph "d". Any
capital investnents that are not allocated to the certified
investors of a certified capital conpany by operation of this
subsection shall be reallocated to the other capital conpanies
maki ng applications for certified capital investnents on the
sanme day in accordance with the provisions of subsection 2,
paragraph "d", as if the certified capital conmpany which
recei ved no allocation pursuant to this subsection had never
submitted applications for certified capital investnents.

Sec. 5. NEWSECTION. 15E. 225 QUALI FI ED BUSI NESSES.

1. A business is a qualified business if the business is
in need of venture capital and is unable to obtain sufficient
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conventional financing, as defined by the departnment, and if
all of the follow ng requirenents are net at the tine that a
certified capital conpany, or any affiliate of the certified
capital conpany, makes its first investnment in the business:
a. The business is headquartered in this state and its
princi pal business operations are located in this state.
b. The business has no nore than one hundred enpl oyees, at
| east seventy-five percent of whom are enployed in the state.
c. During the two nost recent fiscal years of the
busi ness, the business had, together with all of the
affiliates of the business, an average annual net incone,
after federal income taxes and excluding any carry-over
| osses, of not nmore than two million dollars as deternmined in
accordance with generally accepted accounting principles.

d. The business has, together with the affiliates of the
busi ness, a net worth that is not in excess of five mllion
dol l ars.

e. The business is not predonm nately engaged in the

provi si on of professional services provided by accountants,
attorneys, or physicians.

f. The business is not engaged in the devel opment of rea
estate for resale

g. The business is not engaged in banking or |ending and
does not nmake any loans to, or investnents in, certified
capi tal conpani es.

h. The business is predom nantly engaged in a targeted
i ndustry as described in section 15.329, subsection 2,
paragraph "b", with the exception of subparagraph (2).

i. It is the intent of the business to provide long-term
attractive conpensati on packages with nmany of the conpensation
packages for owners and enpl oyees to be risk and venture based
with a focus on future returns.

2. Acertified capital company may, prior to nmaking an
investnment in a specified business, request a witten opinion
fromthe departnment that a business in which it proposes to
invest is a qualified business. |If the departnent determ nes
that the business nmeets the requirenments under subsection 1,
the department shall issue a witten opinion stating that the
business is a qualified business. |If the departnent
determi nes that the business in which the certified capital
company proposes to invest does not neet the requirements
under subsection 1, paragraphs "a" through "i", the departnent
may consi der the business a qualified business and approve the
investnment if the departnent determ nes that the proposed
investnment will further econom c developnent in this state.

3. Upon approval by the department, any business which is
classified as a qualified business at the time of the first
investnent in the business by a certified capital conpany
shall remain classified as a qualified business and may
receive followon investnents fromany certified capital
conpany or any of its affiliates, and the follow on
i nvestments shall be qualified investnents even though the
busi ness does not neet the definition of a qualified business
at the tinme of such followon investnments, provided that at
the tinme of the followon investnent the business certifies in
witing that it is unable to obtain conventional financing
whi ch neans that the business has failed in an attenpt to
obtain funding for a loan froma bank or other conmerci al
| ender or that the business cannot reasonably be expected to
qualify for such financing under the standards of commrerci al
| endi ng.

Sec. 6. NEWSECTION. 15E. 226 OPERATI ON OF CERTI FI ED
CAPI TAL COVPANI ES

1. In order for a certified capital conpany to prevent
disqualification of an investnent pool under section 15E. 229,
the certified capital conpany shall ensure that the investnent
pool nakes qualified investnents in accordance with the



schedul e under subsection 2. An investnent is a qualified
investment if the investnent neets all of the follow ng
requirements:

a. The investnment is a cash investnent in a qualified
busi ness for the purchase of any of the follow ng:

(1) An equity security of the qualified business.

(2) A debt security of the qualified business if the debt
has a maturity of at least five years and if one of the
following conditions is net:

(a) The debt is unsecured.

(b) The debt is convertible into equity securities or
equity participation instruments such as options or warrants.

b. As a condition of the investnent, the qualified
busi ness agrees not to use the proceeds fromthe investnent
for the purpose of relocating its operations.

c. As a condition of the investnent, the qualified
busi ness agrees, as long as the certified capital conpany
continues to hold the investnment, not to relocate its
headquarters out of this state

d. As a condition of the investnent, the qualified
busi ness agrees, as long as the certified capital conpany
continues to hold the investnment, to maintain at |east
seventy-five percent of its enployees in this state.

e. As a condition of the investnent, the qualified
busi ness agrees, as long as the certified capital conpany
continues to hold the investrment, to maintain at |east
seventy-five percent of its enployees at work sites that were
mai ntai ned by the qualified business at the tinme that the
i nvest nrent was made, unless the qualified business obtains an
exenption fromthe departnment under this paragraph. The
departnment nmay grant an exenption unless it determni nes that
the qualified business is locating the enpl oyees at new sites
to take advantage of |ower wage rates in the areas where the
new sites are | ocated.

f. As an alternative to a qualified business making the
agreenents set forth in paragraphs "c", "d", and "e", a
certified capital conpany naking the investnent may agree that
if, during the period in which its investnent in such
qual i fied business is outstanding or within three nmonths after
the term nation or repaynent of such investnment, the qualified
busi ness relocates its headquarters outside of this state or
fails to continue to satisfy the conditions set forth in
paragraph "d" or "e", then the cumul ative anount of qualified
i nvestnments for the investment pool from which such qualified
i nvestments were nade shall be reduced by the anobunt of the
qualified investnment in such business for the purposes of
section 15E. 228 only, unless either of the follow ng apply:

(1) The certified capital conpany invests an anount, at
| east equal to the investnment within six nonths of the
relocation or failure to satisfy the conditions set forth in
paragraph "d" or "e", as applicable.

(2) The qualified business denpbnstrates that it has
returned its headquarters to this state or has reestablished
compliance with the conditions set forth in paragraph "d" or

e", as applicable, within three nonths of such relocation or
failure, as applicable.

2. a. Acertified capital conpany shall ensure that each
of its investnent pools nakes qualified investnents according
to the follow ng schedul e:

(1) Wthin tw years after the investnent date for a
particul ar investnent pool, the certified capital conpany
shal | have nmade qualified investnents cunul atively equal to at
| east twenty-five percent of the investment pool

(2) Wthin three years after the investnent date for a
particul ar investnment pool, the certified capital conpany
shal | have nmade qualified investnents cunul atively equal to at
| east forty percent of the investnent pool.



(3) Wthin four years after the investnent date for a
particul ar i nvestment pool, the certified capital conpany
shal | have nmde qualified investnents cunul atively equal to at
| east fifty percent of the investnent pool.

b. The proceeds of all capital of a qualified investnent
returned to a certified capital conpany by a qualified
busi ness may be placed in new qualified investnents, which
shal | count toward the percentage requirenments under paragraph
"a" and section 15E. 228, subsection 3. The departnment shal
adopt rules that provide that proceeds fromthe sale of an
investnment in a qualified business that are reinvested in that
qualified business, or an affiliate of the qualified business,
shall be only partially counted toward the percentage
requi renents under paragraph "a", section 15E. 228, subsection
3, and section 15E. 229, subsection 4, paragraph "a",
subpar agraph (2).

3. Al certified capital investnents in a certified
capital conpany that are not invested in qualified investnents
may be held or invested by the certified capital conpany as it
consi ders appropriate, except that a certified capital conpany
shall not invest certified capital investments in an insurance
company or in an affiliate of an insurance conpany.

4. A certified capital conpany shall not make a qualified
investnment in a person if, at the time of the investnent, nore
than fifteen percent of the total certified capital of the
certified capital conpany would be invested in that person and
affiliates of that person

5. A certified capital conpany shall not be nanaged or
controll ed by, or have a general partner that is, an insurance
conmpany or an affiliate of an insurance conpany.

Sec. 7. NEWSECTION. 15E. 227 REPORTI NG REQUI REMENTS AND
FEES.

1. As soon as practical after the receipt of a certified
capital investnent, a certified capital conpany shall report
all of the following to the departnent:

a. The nanme of the certified investor fromwhich the
certified capital was received, including the certified
investor's tax identification nunmber.

b. The anmount of the certified capital investnent.

c. The date on which the certified capital investnment was
received by the certified capital conpany.

d. The investnment date for the investnent pool of which
the certified capital investnent will be a part.

2. As soon as practical after the receipt of information
by the certified capital conpany that a qualified business has
viol ated an agreenent made under section 15E. 226, subsection
1, paragraphs "b" through "e", the certified capital conpany
shal|l notify the departnment of the violation and the facts
giving rise to the violation

3. On or before January 31 each year, a certified capita
conmpany shall report all of the following to the departnent:

a. The anount of the certified capital company's certified
capital at the end of the preceding cal endar year.

b. \Whether the certified capital company has invested nore
than fifteen percent of its total certified capital in any one
per son

c. Al qualified investnents that the certified capital
conpany has made during the previous cal endar year and the
i nvest ment pool fromwhich each qualified investnent was nade.

4. Wthin ninety days of the end of the certified capita
conmpany's fiscal year, the certified capital conpany shal
provide to the departnent a copy of its annual audited
financial statements, including the opinion of an independent
certified public accountant. The audit shall address the
nmet hods of operation and conduct of the business of the
certified capital conpany to determ ne whether the certified
capital conpany is conplying with this division and the rules



adopt ed under this division, including whether certified
capital investnents have been invested in the nanner required
under section 15E. 226. The financial statenents provided
under this subsection shall be segregated by investnment poo
and shall be separately audited on that basis to allow the
departnment to determ ne whether the certified capital conpany
is in conpliance with section 15E. 226, subsection 2.

5. On or before January 31 of each year, a certified
capital conpany shall pay a nonrefundable certification fee of
five thousand dollars to the departnent, unless January 31 is
within six nonths of the date on which the certified capita
company was certified under section 15E. 223.

6. |If the departnent determ nes that a docunent submtted
by a certified capital conpany under this section contains a
trade secret as defined in section 550.2, the information
shall be treated as a confidential trade secret which is not
subj ect to rel ease under section 22.7.

Sec. 8. NEWSECTION. 15E. 228 DI STRI BUTI ONS

A certified capital conpany may nmke a distribution or
paynent only if one of the followi ng conditions is net:

1. The distribution or paynent is a qualified
di stribution.

2. The departnent nade a witten determ nation that the
distribution or paynment nmay be made w thout adversely
affecting the ability of the certified capital conpany to make
qualified investnments in an anpbunt cunul atively equal in the
aggregate to one hundred percent of the certified capital
investnment in the investnent pool from which the distribution
or paynent is to be nmde.

3. The certified capital conmpany has made qualified
investnments in an anmount cunul atively equal in the aggregate
to one hundred percent of the certified capital investnents in
the invest ment pool.

4. The distribution or payment is payment of principal or
interest owed to a debt holder of a certified capital conpany,
even if the debt holder is also a holder of equity and even if
the indebtedness is a certified capital investnent.

Sec. 9. NEWSECTION. 15E. 229 COWPLI ANCE REVI EWS
DECERTI FI CATI ON DI SQUALI FI CATI ON.

1. The departnent shall conduct an annual review of each
certified capital conpany to determine if the certified
capital conpany is conplying with the requirements of this
division, to advise the certified capital conmpany regardi ng
the status of its investnments as qualified investnments, and to
ensure that an investnent has not been made in violation of
this division. The cost of the annual review shall be paid by
each certified capital conpany according to a reasonable fee
schedul e adopted by the departnent.

2. Any material violation of section 15E. 226, subsection
2, is a ground for disqualification of the nonconplying
investnent pool. |If the departnent determ nes that the
certified capital conpany is not in conpliance with section
15E. 226, subsection 2, with respect to an investnent pool, the
departnment shall send a witten notice to the certified
capital conpany and the departnment of revenue and finance
stating that the investnment pool has been disqualified

3. Any material violation of section 15E. 226, subsections
2 through 4, or section 15E. 227, subsections 1 through 4, is a
ground for decertification of the nonconplying certified
capital conpany. |If the department determ nes that the
certified capital conpany is not in conpliance with section
15E. 226, subsections 2 through 4, or section 15E. 227,
subsections 1 through 4, the departnent shall send a witten
notice to the certified capital conpany that the certified
capital conpany nmay be subject to decertification in one
hundred twenty days fromthe date on which the notice was
mai | ed, unless the certified capital conpany brings itself
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into full conpliance. |If at the end of the one hundred twenty
day period the certified capital conpany has not brought
itself into full conpliance, the departnment shall send a
notice to the certified capital conmpany and t he conmi ssi oner
of insurance stating that the certified capital company has
been decertifi ed.

4. a. Acertified capital conmpany may voluntarily
decertify itself as a certified capital conpany if any of the
follow ng conditions are net:

(1) It has been at least ten years since the | ast
certified capital investnent was made in the certified capital
company.

(2) The certified capital conpany has made qualified
i nvest ments an anount cunul atively equal to at |east one
hundred percent of the certified capital investnent in the
certified capital company.

b. A certified capital company wi shing to decertify itself
under this subsection shall send a notice to the departnent
certifying that the certified capital conpany is eligible for
decertification under paragraph "a". The decertification is
effective on the date that the notice under this paragraph is
recei ved by the departnent.

5. Approval by the departnment of a voluntary
decertification of a certified capital conpany shall be
required prior to the voluntary decertification if the
decertification occurs within five years fromthe date the
certified capital conpany was originally certified.

6. Decertification of a certified capital conpany or
disqualification of an investnent pool has the effects
specified in section 15E. 232.

7. The department shall notify a certified investor when
the certified capital conpany tax credit arising froma
certified investnment is no | onger subject to recapture and
forfeiture under section 15E. 232.

Sec. 10. NEW SECTION. 15E. 230 DEPARTMENT EVALUATI ON OF
THE PROGRAM

Begi nni ng on January 31, 2000, and on every January 31 of
each even-nunbered year thereafter, the departnent shal
submit a report to the general assenbly regarding the program
under this division. The report shall include all of the
fol | owi ng:

1. The total ampunt of certified capital investnents nmade
during the previous two cal endar years, as well as the total
anount of certified capital investments nade since the
effective date of this Act.

2. Statistical information on the qualified investnents
made by certified capital companies during the previous two
cal endar years

3. The departnent's assessnment of the nunber of jobs
created in this state during the previous two cal endar years
as a result of the certified capital company program under
t hi s division.

Sec. 11. NEWSECTION. 15E. 231 RULES.

The departnent shall adopt rul es pursuant to chapter 17A
necessary to administer this division.

Sec. 12. NEW SECTION. 15E. 232 CERTI FI ED CAPI TAL COVPANY
I NSURANCE PREM UM TAX CREDI T.

1. Acertified investor which is an insurance company
organi zed under the laws of this state or adnmitted to do
business in this state shall earn, in the year it makes a
certified capital investnent, a vested tax credit against the
i nsurance premumtax liability of the certified investor
under chapter 432, or sinmilar taxes, equal to one hundred
percent of the certified investor's certified capita
investment. A certified investor shall be entitled to claim
up to ten percent of the vested premiumtax credit in any
taxabl e year of the certified investor. The credit to be



applied against a certified investor's premumtax liability
in any one year shall not exceed such certified investor's
premumtax liability for such taxable year. Any credit in
excess of the tax liability for a cal endar year may be
credited to the tax liability for succeedi ng cal endar years
until depl eted.

2. If acertified capital conpany is decertified, or an
i nvestment pool is disqualified, under section 15E. 229, before
the certified capital conpany fulfills the investnment
requi renment under section 15E. 226, subsection 2, paragraph
"a", subparagraph (1), with respect to the investnment pool, a
certified investor that has received a tax credit under this
section shall be subject to a recapture tax equal to the tax
credit clainmed with respect to the investnment pool. A
certified investor shall not claimany remaining tax credits
with respect to that investnent pool.

3. If acertified capital conpany fulfills the investnent
requi rement under section 15E. 226, subsection 2, paragraph

a", subparagraph (1), with respect to the investnent pool but
the certified capital conpany is decertified, or an investnent
pool is disqualified under section 15E. 229, before the
certified capital conmpany fulfills the investment requirenent
under section 15E. 226, subsection 2, paragraph "a",
subparagraph (2), for that investnment pool, a certified
investor that has received a tax credit under this section
with respect to that investnent pool shall be subject to a
recapture tax equivalent to all tax credits clainmed under this
section for taxable years after the taxable year that includes
the second anni versary of the investnment date of the
i nvestnment pool. A certified investor shall not claimany
remaining tax credits for taxable years after the taxable year
that includes the second anniversary of the investnent date of
the invest ment pool.

4. If a certified capital conpany fulfills the investnent
requi renment under section 15E. 226, subsection 2, paragraph

a", subparagraphs (1) and (2), with respect to the investnent
pool but the certified capital conpany is decertified, or an

i nvestment pool is disqualified under section 15E. 229, before
the certified capital conpany fulfills the investnent

requi rement under section 15E. 226, subsection 2, paragraph

a", subparagraph (3), for that investnment pool, a certified
investor that has received a tax credit under this section
with respect to that investnment pool shall be subject to a
recapture tax equivalent to all tax credits clainmed under this
section for taxable years after the taxable year that includes
the third anniversary of the investnent date of the investnent
pool. A certified investor shall not claimany remaining tax
credits for taxable years after the taxable year that includes
the third anniversary of the investnent date of the investnent
pool .

5. If a certified capital conpany satisfies the investnent
requi renents under section 15E. 226, subsection 2, paragraph
"a", with respect to the investment pool, but the certified
capital conpany is decertified, a certified investor that has
received a tax credit under this section with respect to that
i nvest ment pool shall not be subject to a recapture tax with
respect to the tax credits previously utilized or forfeit any
unused credits, provided that such decertification did not
occur prior to the fourth anniversary of the investnent date
of the investment pool. |If the decertification did occur
prior to the fourth anniversary of the investnent date of the
i nvestment pool, all tax credits claimed or to be clained
prior to such anniversary shall not be subject to recapture or
forfeiture, but all credits to be taken after such anniversary
shall be forfeited

6. Acertified investor may sell a certified capital
conpany tax credit to another insurance conpany organi zed



under the laws of this state or adnmitted to do business in
this state if the certified investor notifies the departnent
of revenue and finance of the sale and includes with the
notification a copy of the transfer docunents.

7. Once a certified capital conpany has voluntarily
decertified all investnment pools under its control, the
certified capital conpany shall not be subject to regulation
by the departnent. However, after a certified capital conpany
has voluntarily decertified, the departnent shall continue to
nmoni tor any qualified business which received an invest nent
fromthe decertified certified capital conpany and nake an
annual report to the general assenbly by January 31 of each
year regarding the nmonitoring of qualified businesses. The
report shall include the nunber of jobs created by the
qual i fied business, the average wage of the jobs in that
busi ness, and ot her useful information as deened appropriate
by the departnent which would illustrate the inpact the
busi ness has on the econony of the state. The departnent
shall continue to nonitor and report to the general assenbly
on the qualified business until all tax credits have been
claimed by the certified investors of that decertified
certified capital conmpany or ten years have el apsed fromthe
date the decertified certified capital conmpany was certified,
whi chever is |onger.
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