TAX CREDIT CHANGES FOR INVESTMENTS 
IN QUALIFYING BUSINESSES AND 
COMMUNITY-BASED SEED CAPITAL FUNDS
Prior Law
A tax credit equal to 20% of the cash investment made in a qualifying business or community-based seed capital fund was available for Iowa individual income tax, corporation income tax, franchise tax, insurance premiums tax and moneys and credits tax.  A taxpayer could not claim the tax credit until the third tax year following the year in which the investment was made.  The qualifying businesses and community-based seed capital funds were approved by the Iowa Capital Investment Board, and tax credit certificates were issued by the Iowa Capital Investment Board.  The tax credit was capped at $10 million in the aggregate, and this cap was reached in December 2007.
A qualifying business could not be a business engaged primarily in professional services.  In addition, the qualifying business could not have a net worth exceeding $10 million.

New Provisions
The 20% tax credit is available again for investments made on or after January 1, 2011.  The credit will now be administered by the Iowa Economic Development Authority.  The credit is capped at $2 million per fiscal year, and is included as part of the $120 million cap of tax credits issued by the Authority.  In addition, new qualifying businesses and community-based seed capital funds may now apply for approval.  A taxpayer still cannot claim the tax credit until the third tax year following the year in which the investment was made.
A qualifying business now cannot be a business engaged primarily in professional services that require a professional license.  In addition, the net worth threshold has been reduced for a qualifying business from $10 million to $5 million.

Section Amended
Section 36 of Senate File 517 amends section 15.119, subsection 2, Code 2011.  Section 37 amends section 15E.42, subsection 2, Code 2011.  Section 38 amends section 15E.43, subsection4, Code 2011.  Section 39 amends section 15E.44, subsection 2, paragraphs d and e, Code 2011.
Effective Date
Retroactive to January 1, 2011, for tax years beginning and investments made on or after that date. 
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