INNOVATION FUND INVESTMENT TAX CREDIT
Prior Law
None
New Provisions
An innovation fund investment tax credit is now available for Iowa individual income, corporation income, franchise, insurance premiums and moneys and credits tax.  The credit equals 20% of the taxpayer’s equity investment in an innovation fund.  
The innovation fund must be an early-stage capital fund which is organized to make investments in promising early-stage companies which have a principal place of business in Iowa.  The fund must make investments in innovative businesses and also seek to secure private funding sources for investments in these Iowa businesses.  Innovative businesses include businesses applying novel or original methods to manufacture products or deliver services. Innovative businesses also include but are not limited to businesses engaged in a targeted industry as defined in Iowa Code section 15.411.  The innovation fund must be certified by the Iowa Economic Development Authority.
A taxpayer cannot claim the tax credit if the taxpayer is a venture capital investment fund manager for the Iowa fund of funds, or an investor that receives a tax credit for the same investment in a qualifying business or a community-based seed capital fund.  
The Authority will issue tax credit certificates to investors who make cash investments  in a certified innovation fund.  The taxpayer cannot redeem the certificate until the third tax year following the year in which the investment is made.  Any tax credit in excess of the tax liability for the tax credit may be credited to the tax liability for the following five years or until depleted, whichever is earlier.  A tax credit cannot be carried back to a previous tax year.  The credits are not transferable.
Credits earned by a partnership, limited liability company, S corporation, estate or trust may be claimed at the individual level based upon that individual’s pro-rata share of the earnings of the partnership, limited liability company, S corporation, estate or trust.
The credit is capped at $8 million per fiscal year, and is included as part of the $120 million cap of tax credits issued by the Authority.

Section Amended
Section 36 of Senate File 517 amends section 15.119, subsection 2, Code 2011.  Section 40 creates new section 15E.52, Code 2011.  Section 41 creates new section 422.11Y, Code 2011.  Section 42 amends section 422.33, Code 2011, by adding new subsection 13.  Section 43 amends section 422.60, Code 2011, by adding new subsection 13.  Section 44 creates new section 432.12M, Code 2011.  Section 45 amends section 533.329, subsection 2, Code 2011, by adding new paragraph l.  Section 23 of House File 590 amends section 15E.52, subsection 7, paragraph a, 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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