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FIRST REGULAR SESSION

HOUSE BILL NO. 1177

94TH GENERAL ASSEMBLY

INTRODUCED BY REPRESENTATIVE HARRIS (23).
Read 1st time March 27, 2007 and copies ordered printed.

D. ADAM CRUMBLISS, Chief Clerk
2231L.011

AN ACT

To amend chapters 135 and 620, RSMo, by adding thereto two new sections relating to angel
investments.

Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A. Chapters 135 and 620, RSMo, are amended by adding thereto two new
sections, to be known as sections 135.455 and 620.2000, to read as follows:

135.455. 1. Thereishereby established an" Angel Investment Tax Credit" toallow
individual investor sto claim a nonrefundable credit against Missouri incometax equal to
forty percent of the amount theindividual investsin a qualified angel investment.

2. Asused in thissection and section 620.2000, RSM o, the following ter ms mean:

(1) "Bona fide angel investment”, a purchase of an equity interest, or any other
expenditure, as determined by rule under 620.2000, RSMo, that is made by any of the
following:

(a) A personwhoreviewsnew businessesor proposed new businessesfor potential
investment of the person’'s money;

(b) A network of personswho satisfy this subdivision;

(2) "Claimant", an individual who filesa claim under this subsection;

(3) "Person", a partnership or limited liability company that is a nonoperating
entity, as determined by the department of economic development, a natural person, or
fiduciary;

EXPLANATION — Matter enclosed in bold-faced brackets [thus] in the above bill isnot enacted and is intended
to be omitted from the law. Matter in bold-face typein the above bill is proposed language.
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(4) "Qualified new business venture", a business that is certified under section
620.2000, RSMo;

(5) "Tax credit”, acredit against thetax otherwise dueunder chapter 143, RSMo,
excludingwithholdingtax imposed by sections143.191t0143.265, RSM o, or otherwisedue
under chapter 147, 148, or 153, RSMo;

(6) " Taxpayer", any individual or entity subject tothetax imposed in chapter 143,
RSMo, excluding withholding tax imposed by sections 143.191 to 143.265, RSMo, or the
tax imposed in chapter 147, 148, or 153, RSMo.

3. For all taxable yearsbeginning on or after January 1, 2008, ataxpayer shall be
allowed atax credit for an amount equal to forty percent of the claimant'sbonafideangel
investment madedirectly in aqualified new businessventurein thetaxableyear for which
the credit is claimed. If the amount of the tax credit issued exceeds the amount of the
taxpayer'sstatetax liability for thetax year for which thecredit isclaimed, the difference
shall not berefundable but may be carried forward to the taxpayer's next taxable year.
No tax credit granted under this section shall be transferred, sold, or assigned. The
cumulative amount of tax credits which may be issued under this section in any one
calendar year shall not exceed threemillion dollar s, and thetotal amount issued under this
section shall not exceed thirty million dollars.

4. (1) The maximum amount of a claimant'sinvestment that may be used asthe
basis for a credit under this subsection is five hundred thousand dollars for each
investment made directly in a business certified under section 620.2000, RSMo.

(2) For aclaimant whoisanonresident or part-timeresident of thisstateand who
isa single person or a married person filing a separate return, the credit for which the
claimant iseligibleunder subsection 3 of thissection shall be multiplied by afraction, the
numerator of which is the individual's Missouri adjusted gross income and the
denominator of which istheindividual's federal adjusted grossincome. If a claimant is
married and filesajoint return, and if the claimant or the claimant's spouse, or both, are
nonresidentsor part-timeresidentsof thisstate, thecredit for which theclaimantiseligible
under subsection 3 shall bemultiplied by afraction, thenumerator of whichisthecouple's
joint Missouri adjusted gross income, the denominator of which isthe couple's federal
adjusted grossincome.

5. If an investment for which a claimant claimsa credit under subsection 3 of this
section is held by the claimant for less than one year, the claimant shall pay to the
department of revenue, in the manner prescribed by such department, the amount of the
credit that the claimant received related to the investment.
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6. The department of revenue may promulgate rulesto implement the provisions
of this section. Any rule or portion of arule, asthat term is defined in section 536.010,
RSMo, that is created under the authority delegated in this section shall become effective
only if it complieswith and is subject to all of the provisions of chapter 536, RSMo, and,
if applicable, section 536.028, RSMo. This section and chapter 536, RSMo, are
nonseverable and if any of the powers vested with the general assembly pursuant to
chapter 536, RSMo, toreview, todelay theeffectivedate, or todisapproveand annul arule
are subsequently held unconstitutional, then the grant of rulemaking authority and any
rule proposed or adopted after August 28, 2007, shall beinvalid and void.

7. Under section 23.253, RSMo, of the Missouri Sunset Act:

(1) The provisions of the new program authorized under this section shall
automatically sunset on December thirty-first six years after the effective date of this
section unless reauthorized by an act of the general assembly; and

(2) If such program is reauthorized, the program authorized under this section
shall automatically sunset on December thirty-first twelveyear safter the effective date of
the reauthorization of this section; and

(3) Thissection shall ter minateon September fir st of thecalendar year immediately
following the calendar year in which the program authorized under this section issunset.

620.2000. 1. There is hereby established within the department of economic
development an " Angel I nvestment Program” to certify businessesfor purposesof section
135.455, RSMo. A business desiring certification shall submit an application to the
department of economic development in each taxable year for which the business desires
certification. Unless otherwise provided under the rules of the department of economic
development, a business may be certified under this subsection, and may maintain such
certification, only if the business satisfies all of the following conditions:

(1) It hasitsheadquartersin this state;

(2) At least fifty-one percent of the employees employed by the business are
employed in this state;

(3) Itisengaged in, or hascommitted to engage in, manufacturing, agriculture, or
processing or assembling products and conducting research and development or
developing a new product or business process;

(4) It isnot engaged in real estate development, insurance, banking, lending,
lobbying, political consulting, professional services provided by attorneys, accountants,
business consultants, physicians, or health care consultants, wholesale or retail trade,
leisure, hospitality, transportation, or construction;

(5) It haslessthan one hundred employees;
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(6) 1t hasbeen in operation in this state for not more than ten consecutive years;

(7) It has not received more than one million dollars in investments that have
qualified for tax credits under section 135.455, RSMo;

(8) It hasnot received aggr egate privateequity investment in cash of morethan ten
million dollars prior to being certified under this subsection.

2. The department of economic development may certify only investment fund
managers that commit to consider placing investments in businesses certified under
subsection 1 of this section.

3. (1) Thedepartment of economic development shall maintain alist of businesses
certified under subsection 1 of thissection and shall permit public accesstothelist through
the department'sInternet web site.

(2) The department of economic development shall notify the department of
revenue of every certification issued under subsection 1 of this section and the date on
which any such certification isrevoked or expires;

(3) No later than September fifteenth of each year, the department of economic
development shall submit a report to the general assembly listing all of the following
information:

(@) The total amount of tax credits claimed under section 135.455, RSMo, per
taxable year;

(b) Thenameof each businessin which investmentsqualifying for such tax credits
were made, the amount of such tax credits, and the amount of such investments;

(c) Any other information the department of economic development considers
reasonableto include,

4. Thedepartment of economic development, in conjunction with the department
of revenue, shall promulgaterulestoadminister thissection. Therulesshall further define
"bonafideangel investment” for purposesof section 135.455, RSMo. Any ruleor portion
of arule, as that term is defined in section 536.010, RSMo, that is created under the
authority delegated in this section shall become effective only if it complies with and is
subject to all of the provisions of chapter 536, RSMo, and, if applicable, section 536.028,
RSMo. Thissection and chapter 536, RSM o, are nonseverable and if any of the powers
vested with thegener al assembly under chapter 536, RSM o, toreview, todelay theeffective
date, or to disapprove and annul arule are subsequently held unconstitutional, then the
grant of rulemaking authority and any rule proposed or adopted after August 28, 2007,
shall beinvalid and void.

5. Under section 23.253, RSMo, of the Missouri Sunset Act:
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(1) The provisions of the new program authorized under this section shall
automatically sunset on December thirty-first six years after the effective date of this
section unless reauthorized by an act of the general assembly; and

(2) If such program is reauthorized, the program authorized under this section
shall automatically sunset on December thirty-first twelveyearsafter the effective date of
the reauthorization of this section; and

(3) Thissection shall terminateon September first of thecalendar year immediately
following the calendar year in which the program authorized under this section issunset.

v



