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Fiscal Estimate Narratives
DOR 1/25/2008

LRB Number 07-3459/1 Introduction Number AB-0598 |Estimate Type  Original

Description
allocating early stage seed and angel investment credits

Assumptions Used in Arriving at Fiscal Estimate

Under current law, for tax years beginning after December 31, 2007 the amount of Early Stage Seed
Investment credit that may be claimed in a year is $5.5 million, and $6.0 million for the Angel Investment
credit. Under this bill, for tax years beginning after December 31, 2008 a total of $10 million may be claimed
in any year for the Angel and Early Stage Seed credits combined.

Under current law, the total amount of Early Stage Seed Investment credits that taxpayers may claim for all
taxable years combined is $52,500,000 and the total amount of Angel Investment credits that taxpayers may
claim for all taxable years combined is $47,500,000. Under this bill, the total amount of Early Stage Seed
Investment credits and Angel Investment credits that taxpayers may claim for all taxable years combined is
$100,000,000.

Under current law, the Department of Commerce (Commerce) may certify businesses to receive Angel
investments if the businesses meet certain criteria, including having less than 100 employees. Under the bill,
for certification purposes, Commerce must give preference to businesses with less than 100 employees, but
may certify businesses with 100 employees or more and allow tax credits in lesser amounts for investments
in such businesses. In addition, the bill allows Commerce to certify a business that is testing or producing a
product at the time that business seeks certification.

Fiscal Effect

Based on a review of returns for taxpayers who claimed the Early Stage Seed and Angel Investment credits
in 2005, 95% of the amount of Early Stage Seed credit claimed and 90% of the Angel Investment Credit
claimed were used in the year claimed. Assuming that 95% of Early Stage Seed Investment Credit is used
in the year claimed, and 90% of the amount of Angel Investment Credit is used in the year claimed, the
fiscal effect of the bill would be an increase in revenue of $800,000 in FY 2009. There would be no change
in revenue in FY 2008 under the bill.

The fiscal effect in a given year could be reduced to the extent that the Department of Commerce certifies
less than the maximum statutory annual amount in that year. The fiscal effect in subsequent years could be
higher to the extent that the Department of Commerce certifies the maximum annual amount and additional
unclaimed credits from prior years.

Long-Range Fiscal Implications

Using the same assumptions as above, and assuming that all carryforwards would be used by FY 2016, the
bill would result in changes in revenue in the following amounts:

FY10: $1.4 million
FY11: $1.4 million
FY12: $1.4 million
FY13: $1.4 million
FY14: $1.4 miilion
FY15: $-4.0 million
FY16: $-3.8 million
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I. One-time Costs or Revenue impacts for State and/or Local Government (do not include in
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A. State Costs by Category
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