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January 10, 2017

Introduced by M of A ROSENTHAL, MORELLE, MAGNARELLI -- read once and
referred to the Conmittee on Ways and Means

AN ACT to anend the tax law, in relation to the establishnment of the
angel investnent tax credit for qualified energing technologies; to
repeal certain provisions of such law relating thereto; and providing
for the repeal of such provisions upon expiration thereof

The People of the State of New York, represented in Senate and Assem
bly, do enact as foll ows:

Section 1. Subdivision 8 of section 210-B of the tax law is REPEALED
and a new subdivision 8 is added to read as foll ows:

8. Angel investnent tax credit. (a) for the purposes of this subdivi-
sion, the following terns shall have the foll owi ng neani ngs:

(1) "Qualified energing technology conpany"” shall nean a private
conpany as defined in subparagraph one of paragraph (c) of subdivision
one of section thirty-one hundred two-e of the public authorities |aw

(2) "Seed conpany" shall nean a qualified energing technology conpany
with annual revenue of J|ess than five million dollars or a qualified
energi ng technol ogy conpany that may not yet have fully established
commercial operations to enable such conpany to conduct research to
prove a concept.

(3) "Qualified angel investnent" shall nean the investnent of noney in
a seed conpany in exchange for original issue capital stock or other
ownership interest, provided, that repaynent of the investnent is
dependent on the success of the business operations and is not secured
by a lien on business assets or a personal guaranty of any principa
owner, and provided, further, that such investnent is not nmade by or on
behalf of an owner of the business, including, but not linmted to, a
st ockhol der, partner or sole proprietor, or any related person as
defined in section 465(b)(3)(c) of the internal revenue code.

(4) "Qualified angel network fund investnent" shall nean the anount of
conmtted capital a limted partner has actually transferred to a seed
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capital fund provided, that such fund was established solely to nake
qualified angel investnents.

(b) A taxpayer shall be allowed a credit against the tax inposed by
this article. The anpunt of the credit shall be equal to the sumof the
anmpunts specified in subparagraphs one and two of this paragraph.

(1) Forty percent of a qualified angel investnent, provided that twen-
ty percent of the qualified angel investnent can be taken as a credit in
the taxable year in which the investnent was made and ten percent of the
qualified angel investnent can be taken as a credit in each of the next
two taxable yvears, and further provided that such investnent is not
sold, transferred or otherwise recovered by the taxpayer during the
taxabl e year the investnent was nade or within twenty-four nonths from
the close of the taxable year in which the credit was first clained. The
total anmpunt of credits allowable to a taxpayer under this subparagraph
for all years is six hundred thousand dollars.

(2) Twenty percent of a qualified angel network fund investnent,
provided that ten percent of the qualified angel fund investnent can be
taken as a credit in the taxable vear in which the investnent was nade
and five percent of the qualified angel network fund i nvestnent can be
taken as a credit in each of the next two taxable vyears, and further
provided that such investnent is not sold, transferred or otherw se
recovered by the taxpayer during the taxable year the investnent was
made or within twenty-four nonths fromthe close of the taxable year in
which the credit was first clained. The total anmpbunt of credits allow
able to a taxpayer under this subparagraph for all years is three
hundred thousand doll ars.

(c) In no event shall the credit and carryover of such credit allowed
under this subdivision for any taxable year, in the aggregate. reduce
the tax due for such year to less than the higher of the anpunts
prescribed in paragraphs (c) and (d) of subdivision one of section two
hundred ten of this article. Provided., however, if the anmpount of credit
or carryovers of such credit, or both, allowed wunder this subdivision
for any taxable year reduces the tax to such amount, or if any part of
the credit or carryovers of such credit nay not be deducted fromthe tax
otherwi se due by reason of the final sentence of this paragraph, any
anount  of credit or carryovers of such credit thus not deductible in
such taxable year may be carried over to the following year or years and

may be deducted fromthe tax for such year or years. In addition, the
amount of such «credit, and carryovers of such credit to the taxable
year, deducted fromthe tax otherwise due may not, in the aggregate,

exceed fifty percent of the tax inposed under section two hundred nine
of this article conputed without regard to any credit provided for by
section two hundred ten of this article.

(d) Were a taxpayer sells, transfers, or otherw se recovers the
investnment, in whole or in part. which was the basis for the allowance
of credit provided for under subparagraphs one or two of paragraph (b)
of this subdivision, during the taxable year the investnent was nmade or
within twenty-four nonths fromthe close of the taxable year in which
the credit was first clainmed, the taxpayer shall not be allowed the
portion of the <credit attributable to such investnent with respect to
the taxable year in which the recovery described above occurred and the
follow ng taxable years.

§ 2. Subsection (r) of section 606 of the tax |aw is REPEALED and a
new subsection (r) is added to read as foll ows:

(r) Angel investnent tax credit. (1) For the purposes of this
subsection, the following terns shall have the foll ow ng neani ngs:
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(A "Qualified energing technology conpany"” shall nmean a private
conpany as defined in subparagraph one of paragraph (c) of subdivision
one of section thirty-one hundred two-e of the public authorities |aw

(B) "Seed conpany" shall nmean a qualified energing technol ogy conpany
with annual revenue of less than five mllion dollars or a qualified
energing technology conpany that may not yet have fully established
commercial operations to enable such conpany to conduct research to
prove a concept.

(C "Qualified angel investnent" shall nean the investnent of npney in
a seed conpany in exchange for original issue capital stock or other
ownership interest, provided that repaynent of the investnment is depend-
ent on the success of the business operations and is not secured by a
lien on business assets or a personal guaranty of any principal owner,
and provided further that such investnent is not nade by or on behal f of
an owner of the business, including. but not limted to, a stockholder,
partner or sole proprietor, or any related person as defined in section
465(b) (3)(c) of the internal revenue code.

(D) "Qualified angel network fund investnent" shall nean the anpbunt of
conmtted capital a linmted partner has actually transferred to a seed
capital fund, provided that such fund was established solely to nake
qualified angel investnents.

(2) A taxpayer shall be allowed a credit against the tax inposed by
this article. The anpbunt of the credit shall be equal to the sumof the
amounts specified in subparagraphs (A) and (B) of this paragraph.

(A) Forty percent of a qualified angel investnent, provided that twen-
ty percent of the qualified angel investnent can be taken as a credit in
the taxable year in which the investnent was made and ten percent of the
qualified angel investnent can be taken as a credit in each of the next
two taxable years, and further provided that such investnent is not
sold, transferred or otherwi se recovered by the taxpayer during the
taxable year the investnent was made or within twenty-four nonths from
the close of the taxable year in which the credit was first clained. The
total anmpbunt of credits allowable to a taxpayer under this subparagraph
for all years is six hundred thousand dollars.

(B) Twenty percent of a qualified angel network fund investnent,
provided that ten percent of the qualified angel network fund investnent
can be taken as a credit in the taxable year in which the the investnent
was nade and five percent of the qualified angel network fund investnent
can be taken as a credit in each of the next two taxable vyears, and
further provided that such investnent is not sold, transferred or other-
Wi se recovered by the taxpayer during the taxable year the investnent
was made or within twenty-four nonths fromthe close of the taxable year
in which the credit was first clained. The total anmpunt of credits
allowable to a taxpayer under this subparagraph for all years is three
hundred thousand doll ars.

(3) (A If the ampunt of the credit and carryovers of such credit
allowed under this subsection for any taxable year shall exceed the
taxpayer's tax for such year, any ampunt of credit or carryovers of such
credit thus not deductible in such taxable year nmay be carried over to
the following year or years and may be deducted fromthe tax for such
year or vyears. In addition, the anpunt of such credit, and carryovers of
such credit to the taxable year, deducted fromthe tax otherw se due nay
not, in the aggregate, exceed fifty percent of the tax inposed under
section six hundred one of this article conputed without regard to any
credit provided for by this section
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(B) In the case of a husband or wife who is required to file a sepa-
rate return, the linmtations provided for in subparagraph (B) of para-
graph two of this subsection shall be one hundred fifty thousand dollars
in lieu of three hundred thousand dollars, and the limtations provided
for in subparagraph (A) of paragraph two of this subsection shall be
three hundred thousand dollars in lieu of six hundred thousand dollars,
unless the spouse of the taxpayer has no credit allowable under this
subsection for the taxable year of such spouse which ends within or with
the taxpayer's taxable year.

(C) In the case of an estate or trust, the linmtations provided for in
paragraph two of this subsection shall be reduced to an anpunt which
bears the sane ratio to three hundred thousand dollars and an anount
which bears the sanme ratio to six hundred thousand dollars as the
portion of the incone of the estate or trust which is not allocated to
beneficiaries bears to the total incone of the estate or trust.

(4) Where a taxpayer sells, transfers, or otherwise recovers the
investment, in whole or in part, which was the basis for the all owance
of credit provided for under subparagraphs (A) or (B) of paragraph two
of this subsection, during the taxable year the investnent was nade or
within twenty-four nonths fromthe close of the taxable vyear in which
the credit was first clained., the taxpayer shall not be allowed the
portion of credit attributable to such investnent with respect to the
taxable year in which the recovery described above occurred and the
follow ng taxable years.

8§ 3. Cause (xi) of subparagraph (B) of paragraph 1 of subsection (i)
of section 606 of the tax |law, as anended by section 68 of part A of
chapter 59 of the laws of 2014, is anended to read as foll ows:

a¥a aVaga a a¥a’ Q ala¥a' A 'a¥a a Q asala naaQ
corpary—eapital] Angel investnent subdi vi si on ei ght
tax credit under subsection (r) of section two hundred ten-B

8 4. This act shall take effect immediately and shall apply to taxable
years beginning on and after the first of January next succeeding the
date on which it shall have becone a |law and shall remain in effect for
sixty nonths after it shall have beconme a | aw, when upon such date the
provi sions of this act shall expire and be deened repeal ed.




