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FIRST REGULAR SESSION

HOUSE BILL NO. 189

95TH GENERAL ASSEMBLY

INTRODUCED BY REPRESENTATIVES FLOOK (Sponsor), BRANDOM, KRAUS, GRISAMORE, COX,
JONES (89), DAY, NANCE, BRUNS, STORCH, DUSENBERG, KOMO, CORCORAN, ZERR, FAITH,
NIEVES, BROWN (50), DIEHL AND BRANDOM (Co-Sponsors).

0789L.011 D. ADAM CRUMBLISS, Chief Clerk

AN ACT

To amend chapter 348, RSMo, by adding thereto four new sections relating to business
devel opment.

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

Section A. Chapter 348, RSMo, is amended by adding thereto four new sections, to be
known as sections 348.267, 348.268, 348.273, and 348.274, to read as follows:

348.267. 1. This section shall be known and may be cited as the " Seed Capital
Technology Business Finance Program Act" .

2. There is hereby created within the Missouri technology investment fund
established under section 348.264 an account tobeknown asthe" Seed Capital Technology
Business Finance Program Account”. Theaccount shall consist of all moneyswhich may
beappropriated toit by the general assembly, and also any gifts, contributions, grantsor
bequestsreceived from federal, private, or other sources. The account shall also consist
of paymentson loans made from the account dividends paid on sharesof stock purchased
with moneysfrom theaccount, royalty proceeds, or any other form of return on authorized
investments made by the Missouri technology corporation under the seed capital
technology businessfinance program with moneysfrom theaccount. Moneysfor the seed
capital technology business finance program established under this section shall be
available from appropriations made by the general assembly from the seed capital
technology businessfinance program account of theMissouri technology investment fund.
Any moneys remaining in the seed capital technology business finance program account

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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at the end of any fiscal year shall not lapse to the general revenue fund, as provided in
section 33.080, RSMo, but shall remain in the seed capital technology business finance
program account.

3. (1) TheMissouri technology corporation may use moneysin the seed capital
technology businessfinance program account, asappropriated, to makeinvestmentsin an
advanced technology company that isat the early development stage of commer cializing
advanced technology.

(2) Investments shall be loans convertible to equity, equity, or loans with stock
subscription or similar warrantsthat are beneficially owned by the Missouri technology
cor por ation.

(3) Eligible advanced technology industries shall include animal health,
biotechnology, infor mation technology, communicationstechnology, aer ospace, €l ectronics,
robotics, medical devicesand instruments, telecommunications, plant sciences, and ener gy.
Ineligible industries include banking and lending, development, management, and
investment companies, finance, insurance, mining, oil and gas exploration, real estate,
wholesale, and retail.

(4) An €ligiblecompany shall havefifty percent or moreof itsemployeesand assets
in Missouri.

(5) An €ligible company shall be at the seed or start-up stage.

(6) An €ligible company shall have innovative products and services.

4. TheMissouri technology cor por ation shall contract with professional equity fund
manager sfor professional review of applications, perfor mance of duediligence, and other
related advisory services prior to any investments being made under this section. Such
contractsshall bepaid for out of appropriationsfrom the seed capital technology business
finance program account.

5. The Missouri technology corporation may make authorized investments in
eligible advanced technology companies engaged in new product or processinnovations
only after:

(1) Receipt of an application from the company that contains:

(&) A business plan including a description of the company and its management,
product, and market;

(b) A statement of the amount, timing, and projected use of the capital required,;

(c) A statement of the potential economic impact of the enterprise, including the
number, location, and types of jobs expected to be created; and

(d) Such other information asthe Missouri technology cor poration shall request;
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(2) Approval of theinvestment by theMissouri technology cor por ation, which may
only bemadebased upon arecommendation for investment by the pr ofessional equity fund
manager s contracted with by the Missouri technology cor poration and a finding by the
board of directorsthat:

(a) Theproceedsof theinvestment will beused only to cover the seed capital needs
of the company;

(b) The company has a reasonable chance of success;

(c) The Missouri technology corporation's participation is instrumental to the
success of the company and will assist in itsretention within the state;

(d) TheMissouri technology corporation'sinvestment isleveraged by at least one
additional equity investment in the company in an amount equal to or greater than the
Missouri technology cor poration’sinvestment;

(e) Thecompany hasthereasonablepotential toenhanceemployment opportunities
within the state;

(f) Theentrepreneur and other founder sof thecompany havealready madeor are
contractually committed to make an appropriate financial and time commitment to the
enterprise;

(g) Any securitiesto be purchased areregistered if required by law;

(h) Thereisareasonable possibility that the Missouri technology cor por ation will
recoup at least itsinitial investment or financial commitment; and

(i) Binding commitments have been madeto the Missouri technology cor por ation
by the company for adequate reporting of financial data to the Missouri technology
cor por ation, which shall includearequirement for an annual report, or if required by the
board, an annual audit of the financial and operational records of the company, and for
such control on the part of the Missouri technology cor poration asthe board of directors
shall consider prudent over the management of the company, so as to protect the
investment or financial commitment of the Missouri technology cor poration, includingin
the discretion of the board and without limitation, right of accessto financial and other
records of the company, and membership or representation on the board of directors of
the company.

6. The Missouri technology cor poration shall not make investments in amounts
greater than thelesser of seven hundred fifty thousand dollarsor an amount that givesthe
Missouri technology corporation forty-nine percent ownership interest in any one
advanced technology company at the time of investment.
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7. Use of the investment in the eligible advanced technology company includes
intellectual property development, business prototypes, market studies, and business
operations.

8. TheMissouri technology cor poration may adopt such rules, statementsof policy,
procedures, forms, and guidelines asmay be necessary to carry out the provisions of this
section. Any ruleor portion of arule, asthat term isdefined in section 536.010, RSMo,
that iscreated 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, RSM o. Thissection and chapter 536, RSM o, arenonseverable
and if any of the power s vested with the general assembly under chapter 536, RSMo, to
review, todelay theeffectivedate, or to disapproveand annul arulearesubsequently held
unconstitutional, then thegrant of rulemakingauthority and any ruleproposed or adopted
after August 28, 2009, shall beinvalid and void.

348.268. 1. Thissection shall be known and may becited asthe " Proof of Concept
Technology Business Finance Program Act" .

2. There is hereby created within the Missouri technology investment fund
established under section 348.264 an account to be known as the " Proof of Concept
Technology Business Finance Program Account” . Theaccount shall consist of all moneys
which may beappropriated toit by thegeneral assembly, and also any gifts, contributions,
grants, or bequestsreceived from federal, privateor other sources. Theaccount shall also
consist of payments on loans made from the account by the Missouri technology
cor por ation under the proof of concept technology businessfinance program. Moneysfor
the proof of concept technology business finance program established under this section
shall be available from appropriations made by the general assembly from the proof of
concept technology business finance program account of the Missouri technology
investment fund. Any moneys remaining in the proof of concept technology business
finance program account at theend of any fiscal year shall not lapsetothegeneral revenue
fund, as provided in section 33.080, RSMo, but shall remain in the proof of concept
technology business finance program account.

3. (1) TheMissouri technology cor por ation may usemoneysin the pr oof of concept
technology businessfinance program account, asappropriated, to make one-timeloansto
acompany that isat theear ly development stage of commer cializing advanced technology.

(2) Theloan amount to any single advanced technology company shall not exceed
seventy-fivethousand dollars.

(3) Loans shall be repaid to the Missouri technology corporation in an amount
equal totwotimestheamount loaned. Repayment shall take placeno later than fiveyears
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from the date of the loan. Early repayment will result in prorating of the repayment
amount.

(4) TheMissouritechnology corporation'sloan shall belever aged dollar-for-dollar
by at least one additional equity investment in the company.

(5 Eligible advanced technology industries shall include animal health,
biotechnology, infor mation technology, communicationstechnology, aer ospace, €l ectronics,
robotics, medical devicesand instruments, telecommunications, plant sciences, and ener gy.
I neligiblecompany industriesincludebankingand lending, development, management and
investment companies, finance, insurance, mining, oil and gas exploration, real estate,
wholesale, and retail.

(6) Eligiblecompaniesshall betechnology-based, sufficiently innovativeto provide
a competitive advantage in the marketplace, and have the potential for significant, high
performance growth.

(7) An €ligiblecompany shall havefifty percent or moreof itsemployeesand assets
in Missouri.

(8) An eligiblecompany shall have aver age wage levels at least thirty-five per cent
higher than the aver age county wage level as deter mined by the department of economic
development for the most recently completed full calendar year.

(9) An €ligiblecompany shall beat theearly development stage of commer cializing
an advanced technology.

(210) An €digible company, at the time a proof of concept loan is made to that
company, shall be a small business concern that meets the requirements of the United
States Small Business Administration's qualification size standards for its business loan
program, asdefined in 13 CFR 121.301(a) of the Small Business Investment Act of 1958,
asamended.

4. Eligible use of the proceeds of a proof of concept program loan include
intellectual property development, building prototypes, market studies, identifying and
securing a management team, and business oper ations.

5. TheMissouri technology cor por ation may make pr oof of concept loanstoeligible
advanced technology companies only after:

(1) Receipt of an application from the company that contains:

(&) A businessplan including a description of the company and its management,
product, and market;

(b) A statement of the amount, timing, and projected use of the capital required;

(c) A statement of the potential economic impact of the advanced technology
company, including the number, location, and types of jobs expected to be created; and
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(d) Such other information as the Missouri technology corporation board of
directorsshall request;

(2) Approval of theloan by the Missouri technology corporation, which may be
made after the board of directors finds, based upon the application submitted by the
company and such additional investigation as the staff of the Missouri technology
cor poration shall make that:

(&) Theproceeds of theloan will be used only to cover the proof of concept capital
needs of the company;

(b) The company has a reasonable chance of success;

(c) The Missouri technology corporation's participation is instrumental to the
success of the company and will assist in itsretention within the state;

(d) The Missouri technology corporation's loan is leveraged by at least one
additional equity investment in the company;

(e) Thecompany hasthereasonablepotential toenhanceemployment opportunities
within the state;

(f) Theentrepreneur and other founder sof thecompany havealready madeor are
contractually committed to make an appropriate financial and time commitment to the
enterprise;

(9) Thereisareasonable possibility that the Missouri technology cor por ation will
berepaid theloan as provided for in this section; and

(h) Binding commitmentshave been madetotheMissouri technology cor por ation
by the company for adequate reporting of financial data to the Missouri technology
cor por ation, which shall includearequirement for an annual report, or if required by the
board, an annual audit of the financial and operational records of the company.

6. TheMissouri technology cor poration may adopt such rules, statementsof policy,
procedures, forms, and guidelines as may be necessary to carry out the provisions of this
section. Any ruleor portion of arule, asthat term isdefined in section 536.010, RSMo,
that iscreated 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, ar enonseverable
and if any of the power s vested with the general assembly under chapter 536, RSMo, to
review, to delay theeffectivedate, or to disapproveand annul arulearesubsequently held
unconstitutional, then thegrant of rulemakingauthority and any ruleproposed or adopted
after August 28, 2009, shall beinvalid and void.

348.273. Asused in sections 348.273 and 348.274, the following ter ms shall mean:

(1) " Department”, the Missouri department of economic development;
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(2) " Distressed community" , as defined in section 135.530, RSMo;

(3) " Equity investment™” , money or money equivalent in consider ation for qualified
securities. An equity investment shall be deemed to have been made on the date of
acquisition of the qualified security, as such date is determined in accordance with the
provisions of the I nternal Revenue Code;

(4) "Investor":

(@ Anindividual who isan accredited investor, asdefined in 17 CFR 230.501(a)
asin effect on August 28, 2009; or

(b) Any partnership, corporation, trust, limited liability company, or not-for-pr ofit
entity that was established and is operated for the purpose of making preseed and seed
stage investmentsin start-up companies, and is approved by the department;

(5) "Qualified Missouri business', an independently owned and oper ated business
which is headquartered and located in this state and which isin need of venture capital.
Such businessshall havenomor ethan two hundred employees, eighty per cent of which are
employed in this state. Such business shall be involved in commer ce for the purpose of
manufacturing, processing, or assembling products, conductingresear ch and devel opment,
or providing services in interstate commer ce but excluding retail, real estate, real estate
development, insurance, and professional services provided by accountants, lawyers, or
physicians. At thetimeapproval issought, such businessshall bea small businessconcern
that meets the requirements of the United States Small Business Administration's
qualification size standards for its venture capital program, as defined in the Small
Business Investment Act of 1958, as amended, and rules promulgated in 13 CFR
121.301(c), asamended;

(6) "Qualified securities", securitiesthat are not redeemable or repayable within
seven years of issuance and that have been approved in form and substance by the
department. Forms of such equity securitiesinclude:

(@) A general or limited partnership interest;

(b) Common stock;

(c) Preferred stock, with or without voting rights, without regard to seniority
position, and whether or not convertible into common stock; or

(d) Convertible debt;

(7) "Rural area", any city, town, or village with fewer than fifteen thousand
inhabitantsand located in any county that isnot part of astandard metropolitan statistical
area as defined by the United States Department of Commerce or its successor agency.
However, any such city, town, or village located in any county so defined as a standard
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metropolitan statistical area may be designated a rural area by the office of rural
development if:

(@) A substantial number of personsin such county derive their income from
agriculture;

(b) The county has only one city within the county having a population of more
than fifteen thousand and is classified as a standard metropolitan statistical area; and

(c) All other cities, towns, and villagesin that county havea population of lessthan
fifteen thousand.

348.274. 1. The department may authorize tax credits to encourage equity
investment into technology-based early stage Missouri companies.

2. Ifaqualified Missouri businessisapproved by thedepartment, theinvestor swho
contribute the first five hundred thousand dollarsin equity investment in the qualified
Missouri business may beissued a tax credit in the year the equity investment is made.
Thetax credit shall bein atotal amount equal to thirty percent of such investors equity
investment in any qualified Missouri business, subject to the limitations set forth in
subsection 5 of this section. However, if the qualified Missouri business invested in is
located in arural areaor adistressed community, theinvestorsmay beissued atax credit
for forty percent of such investment, subject to thelimitations set forth in subsection 5 of
this section.

3. (1) Beforeaninvestor may beentitled toreceivetax credits, asauthorized by this
section, such investor shall have made an equity investment in a qualified security of a
qualified Missouri business. This business shall have been approved by the department
asaqualified Missouri businessprior tothedate on which the cash investment was made.
Tobedesignated asaqualified Missouri business, a businessshall makeapplication tothe
department in accordancewith the provisionsof thissection. Such application shall bein
form and substanceasrequired by thedepartment but shall includeat least thefollowing:

(@) Thename of thebusinessand certified copies of the organizational documents
of the business;

(b) A businessplan, including a description of the business and the management,
product, market, and financial plan of the business,

(c) A statement of thebusinessinnovativeand proprietary technology, product, or
Service;

(d) A statement of the potential economic impact of the enterprise including the
number, location, and types of jobs expected to be created;
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(e) A description of thequalified securitiestobeissued, theconsideration tobepaid
for the qualified securities, theamount of any tax creditsrequested, and the earliest year
in which thetax credits may be redeemed;

(f) A statement of the amount, timing, and projected use of the proceeds to be
raised from the proposed sale of qualified securities; and

(g0 Other information as the department may request, such as the names,
addresses, and taxpayer identification number sof all investor swhomay qualify for thetax
credit. Such list of investorswho may qualify for thetax creditsshall beamended as new
qualified securitiesare sold or as any information on thelist changes.

(2) No business shall be designated as a qualified Missouri business unless such
business meets all of the following criteria:

(& The business shall not have had annual gross revenues of more than three
million dollarsin the most recent tax year of the business,

(b) Thebusiness shall not have owner ship interestsincluding, but not limited to,
common or preferred sharesof stock that can betraded by thepublicviaastock exchange,
electronicexchange, bulletin board, or other publicmarket placeon or beforethedatethat
a qualifying investment is made;

(c) Thebusinessshall not beengaged primarily in any oneor mor e of thefollowing
enterprises:

a. The business of banking, savings and loan or lending institutions, credit or
finance, or financial brokerage or investments,

b. Professional services, such aslegal, accounting or engineering services,

c. Governmental, charitable, religiousor trade organizations;

d. Theownership, development, brokerage, sales, or leasing of real estate;

e. Insurance;

f. Construction or construction management or contracting;

g. Business consulting or brokerage;

h. Any business engaged primarily as a passive business, having irregular or
noncontinuous oper ations, or deriving substantially all of theincome of thebusinessfrom
passive investments that generate interest, dividends, royalties, or capital gains, or any
business arrangementsthe effect of which isto immunize an investor from risk of loss;

i. Any Missouri certified capital formation company;

J. Any activity that isin violation of the law; and

k. Any businessraising money primarily to purchasereal estate, land, or fixtures;

(d) Thebusinessshall satisfy all other requirements of this section.
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(3) The portions of documents and other materials submitted to the department
that contain trade secrets shall be kept confidential and shall be maintained in a secured
environment by the director of the department. For the purposes of this section, such
portions of documents and other materials shall mean any customer list, any formula,
compound, production data, or compilation of information certain individuals within a
commercial concern using such portions of documents and other material means to
fabricate, produce, or compound an article of trade, or, any service having commercial
value, which givestheuser an opportunity toobtain abusinessadvantageover competitors
who do not know or use such service.

(4) A qualified Missouri businessshall havetheburden of proof todemonstrateto
the department the qualifications of the business under this section and shall have the
obligation tonotify thedepartment in atimely manner of any changesin thequalifications
of thebusinessor in the eligibility of investorsto claim atax credit for cash investment in
aqualified security.

4. Thedesignation of a businessasa qualified Missouri business shall be made by
the department, and such designation shall be renewed annually. A business shall be so
designated if the department determines, based upon the application submitted by the
businessand any additional investigation the staff of the department shall make, that the
following criteria have been or shall be satisfied:

(1) Thebusiness has areasonable chance of success,

(2) Theability of investor sinthebusinesstoreceivetax creditsfor cash investments
in qualified securities of the businessisnecessary because funding otherwise availablefor
the businessis not available on commercially reasonable terms;

(3) The business has the reasonable potential to create measurable employment
within the state;

(4) The business has an innovative and proprietary technology, product, and
Service;

(5 The existing owners of the business and other founders have made or are
committed to make a substantial financial and time commitment to the business;

(6) Thesecuritiesto beissued and purchased are qualified securities; and

(7) Binding commitments have been made by the businessto the department for
adequatereporting of financial data, including arequirement for an annual report, or, if
required by the department, an annual audit of the financial and operational records of
thebusiness, theright of accesstothefinancial recor dsof thebusiness, and theright of the
department torecord and publish normal and customary data and information related to
theissuanceof tax creditsthat arenot otherwisedetermined tobetradeor businesssecr ets.
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5. The department shall not issue tax credits of more than fifty thousand dollars
toan investor per investment into asingle, qualified Missouri company, or for tax credits
totaling more than one hundred thousand dollarsin a singleyear per investor. Thetotal
amount of tax creditsthat may be allowed under this section shall not exceed five million
dollars per tax year.

6. Thistax credit may beused in itsentirety in thetaxableyear in which theequity
investment is made or the credit may be carried forward for usein any of the next three
consecutive tax yearsuntil the total amount of the credit isused. Thetax credits may be
sold, assigned, exchanged, or otherwise transferred.

7. Tax creditsmay be used against thetax otherwisedueunder chapter 143, RSMo,
not including sections 143.191 to 143.265, RSMo.

8. A qualified Missouri business for which credits have been issued that, within
seven years of receiving tax credits under this section relocates its headquarters out of
Missouri, ceasesto employ eighty per cent of itsemployeesin Missouri, alterstheprincipal
natureof itsoperations, or divestsitself of key assetsshall upon demand by the department
pay the state of Missouri an amount equal to the amount of credits issued to its
contributors.

9. The reasonable costs of the administration of this section, the review of
applications for certification as qualified Missouri businesses, and the issuance of tax
creditsauthorized by this section shall be reimbursed through fees paid by the qualified
Missouri businesses and the investors or the transferees of investors, according to a
reasonable fee schedule adopted by the department.

10. In additiontoreportsby thebusinessestothedepartment, thedepartment shall
also providein itsannual report information on the marketing and use of theinvestor tax
credits. Thisreport shall include the following:

(1) The amount of tax credits used in the previous fiscal year including what
per centage was claimed by individuals and what percentage was claimed by firms and
other entities;

(2) Thetypesof businessesthat benefited from the tax credits, and

(3) Any aggregatejob creation or capital investment in Missouri that resulted from
the use of the tax creditsfor a period of five years beginning from the date on which the
tax creditswere awar ded.

In addition, the annual report shall provide information regarding what businesses
derivingabenefit from thetax creditsremained in Missouri, what businesses ceased doing
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