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STATE OF NEW YORK

5949
2009- 2010 Regul ar Sessi ons
I N ASSEMBLY
February 23, 2009

I ntroduced by M of A. ESPAILLAT, TOMS, SCHRCEDER -- Milti-Sponsored by
-- M of A ALFANO BARRA, SVEENEY -- read once and referred to the
Committee on Ways and Means

AN ACT to anend the tax law, in relation to the creation of a |ocal seed
capital fund investnent credit

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. Short title. This act shall be known and may be cited as
" NYSEEDS" .

S 2. Legislative findings and intent. The |l|egislature finds and
declares that nost funding for technology developnent in the phase
bet ween i nvention and commercialization comes from corporations, the
federal governnent, and especially from individual, private equity,
"angel " investors, and not from traditional venture capitalists. In
general, funding for early-stage technol ogy devel opnent is |agging, and
in New York state, this lag has been particularly large. Mrkets for
allocating risk capital to early stage technology ventures are notori-
ously inefficient; information on investnent opportunities for entrepre-
neurs and investors is difficult to find; the ability for investors in
early-stage technology ventures to fully achieve appropriate returns

fromtheir investnents is |limted; and nany other wuncertainties Ilimt
i nvestnment potential. Wen these uncertainties are primarily technica
and technol ogi cal, individual investors have additional difficulties in

eval uating potential deals. Recently, the problemof finding early-stage
fi nanci ng has been exacerbated by the econom ¢ downturn and contraction
of all venture capital markets.

I ncreasing the amount and availability of seed capital funding in New
York state wll stinmulate new growh and econom c recovery. To accom
plish this task, the state needs to assist New York entrepreneurs and
business angels by providing assistance to bring inventions to the
mar ket . The "NYSEEDS' tax credit is designed to encourage the investnent

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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of New York venture funds in start-up New York conpanies by bringing
toget her entrepreneurs and |ocal business angels to grow nore jobs in
New York state. It will help angel investors maxim ze their investnents,
increase early stage capital and investnments in new start-ups in the
state, and stinulate the formati on of desperately needed seed capital at
the crucial early phase of business developnent. It 1is essential that
New York state act to provide all necessary support to grow ng busi-
nesses in the "new econony".

S 3. The tax law is anended by adding a new section 11-a to read as
fol | ows:

S 11-A CERTIFI ED SEED CAPI TAL FUND. (A) DEFI N TIONS. FOR PURPCSES OF
THI S SECTI ON THE FOLLOWN NG TERMS SHALL MEAN:

(1) "I NVESTOR' - AN I NDI VI DUAL WHO CONTRI BUTES TO A CERTIFIED SEED
CAPITAL FUND AND IS ELIG BLE FOR A TAX CREDI T UNDER SUBSECTI ON (QQ OF
SECTI ON SI X HUNDRED SI X OF THI S CHAPTER "I NVESTOR' DOES NOT | NCLUDE A
PERSON WHO IS A CURRENT OR PREVI QUS OANER, MEMBER, OR SHAREHOLDER I N A
QUALI FI ED BUSI NESS.

(2) "CERTIFI ED SEED CAPI TAL" - AN | NVESTMENT OF CASH BY AN | NVESTOR I N
A CERTI FI ED SEED CAPI TAL FUND WHI CH FULLY FUNDS THE PURCHASE PRICE OF
El THER OR BOTH I TS EQUI TY | NTEREST I N THE CERTI FI ED SEED CAPI TAL FUND OR
A QUALI FI ED DEBT | NSTRUMENT | SSUED BY THE CERTI FI ED SEED CAPI TAL FUND.

(3) "CERTIFIED SEED CAPI TAL FUND' - A PARTNERSHI P, CORPORATI ON, TRUST
OR LIMTED LI ABI LI TY COWPANY, ORGANI ZED ON A FOR-PROFIT BASIS THAT IS
LOCATED, HEADQUARTERED AND LI CENSED OR REGQ STERED TO CONDUCT BUSI NESS | N
NEW YORK STATE, THAT HAS AS | TS PRI MARY BUSI NESS ACTIVITY THE | NVESTMENT
OF CASH I N QUALI FI ED BUSI NESSES AND THAT | S CERTI FI ED BY THE COVPTROLLER
AS MEETING THE CRI TERI A SET FORTH I N SUBDI VI SION (B) OF THI' S SECTI ON.

(4) "QUALIFIED BUSINESS" - AN | NDEPENDENTLY OMED AND OPERATED BUSI -
NESS THAT MEETS ALL OF THE FOLLOAN NG CONDITIONS AS OF THE TIME OF THE
FI RST | NVESTMENT | N THE BUSI NESS:

(A) | T IS HEADQUARTERED I N NEW YORK STATE, AND I TS PRI NCI PAL BUSI NESS
OPERATI ONS ARE LOCATED I N NEW YORK STATE, AND THE QUALI FI ED | NVESTMENT
IT RECEIVES |S USED SCOLELY TO SUPPORT | TS BUSI NESS OPERATI ONS | N THE
STATE, EXCEPT FOR ADVERTI SI NG, PROMOTI ONS AND SALES PURPCSES. | N CASES
VHERE THE QUALI FI ED | NVESTMENT |S MADE | N A START- UP COVMPANY SUCH CAPI -
TAL MUST BE USED SOLELY TO ESTABLI SH AND SUPPORT | TS BUSI NESS OPERATI ONS
IN NEW YORK STATE, EXCEPT FOR ADVERTISING PROMOTIONS AND SALES
PURPCSES.

(B) | T HAS EITHER (1) NO MORE THAN TWENTY EMPLOYEES, AT LEAST El GHTY
PERCENT OF WHOM ARE EMPLOYED IN NEW YORK STATE, OR (Il) DURING THE
FI SCAL YEAR | MVEDI ATELY PRECEDI NG THE QUALI FI ED | NVESTMENT TOGETHER W TH
| TS AFFI LI ATES, GROSS REVENUES OF NO MORE THAN TWO M LLI ON DOLLARS, ON A
CONSOLI DATED BASIS AS DETERM NED | N ACCORDANCE W TH GENERALLY ACCEPTED
ACCOUNTI NG PRI NCI PLES.

(O IT IS INVOLVED I N COMMERCE FOR THE PURPOSE OF DEVELOPI NG AND MANU-
FACTURI NG PRODUCTS AND SYSTEMS, | NCLUDI NG BUT NOT LIM TED TO HHGH TECH
NOLOGY PRODUCTS AND SYSTEMS SUCH AS COWUTERS, COWPUTER SOFTWARE,
MEDI CAL  EQUI PMENT, BI OTECHNOLOGY, TELECOVMUNI CATI ONS EQUI PMENT  AND
PRODUCTS, PROCESSING OR ASSEMBLING ALL TYPES OF PRODUCTS, CONDUCTI NG
RESEARCH AND DEVELOPMENT ON ALL TYPES OF PRODUCTS OR PROVI DI NG SERVI CES,
BUT EXCLUDI NG REAL ESTATE, REAL ESTATE DEVELOPMENT, | NSURANCE AND BUSI -
NESSES PREDOM NANTLY ENGAGED |IN PROFESSI ONAL SERVICES PROVIDED BY
ACCOUNTANTS, LAWERS OR PHYSI Cl ANS.

(D) FOR PURPOSES OF THI S PARAGRAPH, THE TERM " | NDEPENDENTLY OANED AND
OPERATED BUSI NESS" MEANS (1) IN THE CASE OF A CORPORATI ON, A CORPCRATI ON
VHERE NO MORE THAN FI FTY PERCENT OF THE VOTI NG STOCK OF THE CORPORATI ON
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IS OANED OR CONTROLLED, DI RECTLY OR | NDI RECTLY, BY A SI NGLE CORPORATI ON,
A SI NGLE PARTNERSHI P OR A SINGLE LI M TED LI ABI LI TY COMPANY, AND (11) IN
THE CASE OF A PARTNERSHI P, ASSCOCI ATI ON, OR OTHER ENTI TY, WHERE NO MORE
THAN FI FTY PERCENT OF THE CAPI TAL, PROFI TS OR OTHER BENEFI Cl AL | NTEREST
I N SUCH PARTNERSHI P, ASSOCI ATI ON OR OTHER ENTITY | S OANED OR CONTROLLED,
DI RECTLY OR | NDI RECTLY, BY A SINGLE CORPORATI ON, A SI NGLE PARTNERSHI P OR
A SINGLE LI M TED LI ABI LI TY COVPANY.

(5) "QUALIFI ED | NVESTMENT" - THE I NVESTMENT OF CASH BY A CERTIFIED
SEED CAPITAL FUND I N A QUALI FI ED BUSI NESS FOR THE PURCHASE OF ANY DEBT,
EQU TY OR HYBRID SECURI TY, OF ANY NATURE AND DESCRI PTION WHATEVER,
I NCLUDI NG A DEBT | NSTRUMENT OR SECURI TY WH CH HAS THE CHARACTERI STI CS OF
DEBT BUT WH CH PROVIDES FOR CONVERSION I NTO EQUITY OR EQUI TY PARTI C-
I PATI ON | NSTRUMENTS SUCH AS OPTI ONS OR WARRANTS.

(6) "COWTROLLER' - THE COVPTROLLER OF THE STATE OF NEW YORK.

(B) CERTI FI CATI ON OF A SEED CAPI TAL FUND. (1) THE COWTROLLER SHALL
DESI GNATE AND CERTI FY THROUGH A REQUEST FOR PROPCSALS UP TO TEN QUALI FY-
ING SEED CAPITAL FUNDS AND TO THE EXTENT POSSI BLE CERTI FY QUALI FYI NG
FUNDS TO REPRESENT THE DI FFERENT REG ONS OF THE STATE. THE COWPTROLLER
SHALL AT H'S OR HER DI SCRETION SELECT AN APPLI CANT BASED ON PAST
PERFORMANCES OF THE APPLI CANT AS A VENTURE CAPI TALI ST.

(2) THE COVWPTROLLER SHALL ESTABLI SH BY RULE OR REGULATION THE PRCCE-
DURES FOR MAKI NG AN APPLI CATI ON TO BECOVE A CERTI FI ED SEED CAPI TAL FUND.
SUCH APPLI CATI ON SHALL | NCLUDE A STATEMENT OF THE ANNUAL MANAGEMENT FEE
THAT THE APPLI CANT | NTENDS TO CHARGE, SUCH FEE IN AN AMOUNT NOTI' TO
EXCEED TWO AND A HALF PERCENT OF THE CERTI FI ED SEED CAPI TAL OF THE
CERTI FI ED SEED CAPI TAL FUND.

(3) THE COVPTROLLER MAY CERTI FY PARTNERSHI PS, CORPCRATI ONS, TRUSTS OR
LIMTED LIABILITY COVWAN ES, ORGANIZED ON A FOR-PROFIT BASIS, WH CH
SUBM T AN APPLI CATI ON TO BE DESI GNATED AS A CERTI FI ED SEED CAPI TAL FUND
| F SUCH APPLI CANT | S LOCATED, HEADQUARTERED AND LI CENSED OR REQ STERED
TO CONDUCT BUSINESS IN NEW YORK STATE, HAS AS I TS PRI MARY BUSI NESS
ACTIVITY THE | NVESTMENT OF CASH I N QUALI FI ED BUSI NESSES AND MEETS THE
OTHER CRI TERI A SET FORTH IN THI' S SECTI ON.

(4) A CERTIFI ED SEED CAPI TAL FUND | NI TI AL CAPI TALI ZATI ON, AT THE TI ME
OF SEEKI NG CERTI FI CATI ON, MJUST BE FI VE HUNDRED THOUSAND DCOLLARS OR MCORE.

(5) I'N ORDER TO RECEI VE CERTI FI CATION AND TO BEG N OPERATION AS A
CERTI FI ED SEED CAPI TAL FUND, EACH FUND MJUST PROVI DE TO THE COWPTROLLER
CAPI TAL COWM TMENTS FROM | NVESTORS TOTALING AT LEAST TWO M LLION
DCOLLARS.

(6) A CERTIFIED SEED CAPI TAL FUND SHALL HAVE NO FEVWER THAN TEN | NDI -
VI DUAL | NVESTORS WHO ARE NOT AFFI LI ATES, WTH NO SINGLE | NVESTOR AND
AFFI LI ATES OF THAT I NVESTOR TOGETHER OMNI NG A TOTAL OF MORE THAN TWEN-
TY- FI VE PERCENT OF THE OANERSHI P | NTERESTS OUTSTANDI NG | N THE FUND.

(7) THE COWPTROLLER SHALL REVI EW THE ORGANI ZATI ONAL DOCUMENTS COF EACH
APPLI CANT FOR CERTI FI CATI ON AND THE BUSI NESS HI STORY OF THE APPL| CANT,
DETERM NE THAT THE APPLI CANT' S CASH, MARKETABLE SECURITIES AND OTHER
LI QU D ASSETS ARE AT LEAST FI VE HUNDRED THOUSAND DOLLARS, AND DETERM NE
THAT THE OFFI CERS AND THE BOARD OF DI RECTORS, GENERAL PARTNERS, TRUS-
TEES, MANAGERS, OR MEMBERS ARE TRUSTWORTHY AND ARE THOROUGHLY ACQUAI NTED
W TH THE REQUI REMENTS OF THI S SUBDI VI SI ON.

(8 THE COWTROLLER SHALL VERI FY THAT AT LEAST TWO PRI NClI PALS OF THE
CERTI FI ED SEED CAPI TAL COVPANY OR ANY MANAGER OF THE CERTI FI ED SEED FUND
EACH HAVE NO LESS THAN FI VE YEARS OF EXPERI ENCE IN THE VENTURE CAPI TAL
OR A VENTURE CAPI TAL- RELATED | NDUSTRY.

(9) ANY OFFERING MATERIAL | NVOLVING THE SALE OF SECURI TIES OF THE
CERTI FI ED SEED CAPI TAL FUND SHALL | NCLUDE THE FOLLOW NG STATEMENT:
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"AUTHORI ZI NG THE FORMATI ON OF A CERTI FI ED SEED FUND DOES NOT CONSTI -
TUTE THE ENDORSEMENT OF THE STATE OF NEW YORK AS TO ElI THER THE QUALITY
OF MANAGEMENT OR THE POTENTI AL FOR EARNI NGS OF SuCH COVPANY AND THE
STATE OF NEW YORK 1S NOT LI ABLE FOR DAMAGES OR LOSSES TO A CERTI FI ED
I NVESTOR | N THE COMPANY. USE OF THE WORD ' CERTI FI ED | N AN OFFERI NG DCES
NOT  CONSTI TUTE A RECOVMENDATI ON OR ENDORSEMENT OF THE | NVESTMENT BY THE
STATE OF NEW YORK. | NVESTMENTS IN A PROSPECTI VE CERTIFIED SEED FUND
PRIOCR TO THE TI ME SUCH COVPANY | S CERTI FI ED W TH RESPECT TO A CERTI FI ED
SEED CAPI TAL COVPANY PROGRAM ARE NOT ELI G BLE FOR TAX CREDITS. IN THE
EVENT CERTAI N STATUTORY PROVI SI ONS (AS SPECI FIED I N SECTI ON 11-A OF THE
TAX LAW ARE VI OLATED, THE STATE OF NEW YORK MAY REQUI RE FORFEI TURE OF
UNUSED TAX CREDI TS AND REPAYMENT OF USED TAX CREDI TS. "

(10) WTHI N SI XTY DAYS OF APPLI CATI ON, THE COVWPTROLLER SHALL | SSUE THE
CERTI FI CATION OR SHALL REFUSE THE CERTIFI CATION AND COVMUNI CATE | N
DETAIL TO THE APPLICANT THE GROUNDS FOR THE REFUSAL, I NCLUDI NG
SUGGESTI ONS FOR THE REMOVAL OF THOSE GROUNDS.

(© REQUI REMENTS FOR CONTI NUANCE OF CERTI FI CATION. (1) TO CONTINUE TO
BE CERTI FI ED, A CERTI FI ED SEED CAPI TAL FUND MUST PROVIDE TO THE COWP-
TROLLER ANNUAL AUDI TED FI NANCI AL STATEMENTS, VWH CH SHALL | NCLUDE THE
OPI Nl ON OF AN | NDEPENDENT CERTI FI ED PUBLI C ACCOUNTANT, WTH N NI NETY
DAYS OF THE CLCSE OF I TS FI SCAL YEAR

(2) A CERTIFI ED SEED CAPI TAL FUND, AT LEAST FI FTEEN WORKI NG DAYS PRI OR
TO MAKI NG A PROPGSED | NVESTMENT I N A SPECI FI C BUSI NESS, SHALL CERTIFY IN
WRITING TO THE COWTROLLER THAT THE BUSINESS IN WHICH | T PROPOSES TO
I NVEST MEETS THE DEFI NI TION OF A QUALIFIED BUSINESS AS SET FORTH IN
PARAGRAPH FOUR OF SUBDIVISION (A) OF THIS SECTION OR, IN THE CASE OF A
FOLLOW ON | NVESTMENT, THAT SUCH BUSI NESS CONTI NUES TO MEET THE REQUI RE-
MENTS SET FORTH | N PARAGRAPH THREE OF THI S SUBDI VI SI ON, AND I N ElI THER
CASE, AN EXPLANATI ON OF | TS DETERM NATI ON THAT THE BUSI NESS MEETS SUCH
REQUI REMENTS. THE CERTI FI CATI ON TO THE COMPTRCLLER SHALL | NCLUDE A SWORN
STATEMENT FROM THE BUSINESS |N VWH CH THE CERTI FI ED SEED CAPI TAL FUND
PROPOSES TO | NVEST, WH CH STATEMENT SHALL EVI DENCE THE | NTENTI ON OF THE
BUSI NESS TO MAI NTAIN | TS HEADQUARTERS | N NEW YORK AND CONDUCT | TS PRI MA-
RY BUSI NESS OPERATI ONS | N THE STATE OF NEW YORK AFTER THE RECEI PT OF THE
I NVESTMENT BY THE CERTI FI ED SEED CAPI TAL FUND. | F THE COMPTROLLER DETER-
M NES THAT THE BUSINESS DOES NOI' MEET THE DEFI NI TI ON OF A QUALI FI ED
BUSI NESS, OR IN THE CASE OF A FOLLOMON | NVESTMENT, THAT SUCH BUSI NESS
DCES NOI' MEET THE REQUI REMENTS SET FORTH I N PARAGRAPH THREE OF THI S
SuBDI VI SI ON, THEN THE COMPTRCOLLER SHALL, W THI N THE FI FTEEN WORKI NG DAYS
PERI OD PRI OR TO THE MAKI NG OF THE PROPOSED | NVESTMENT, NOTI FY THE CERTI -
FI ED SEED CAPI TAL FUND OF | TS DETERM NATI ON AND PROVI DE AN EXPLANATI ON
THERECF.

(3) ANY BUSINESS WHICH IS CLASSI FI ED AS A QUALI FI ED BUSI NESS AT THE
TIME OF THE FI RST | NVESTMENT | N SUCH BUSI NESS BY A CERTI FI ED SEED CAPI -
TAL FUND SHALL REMAI N CLASSI FI ED AS A QUALI FI ED BUSI NESS AND MAY RECEI VE
FOLLOW ON | NVESTMENTS FROM ANY CERTI FI ED SEED CAPI TAL FUND, AND SUCH
FOLLOW ON | NVESTMENTS SHALL BE QUALI FI ED | NVESTMENTS EVEN THOUGH SUCH
BUSI NESS MAY NOT MEET THE DEFI NI TION OF A QUALI FI ED BUSI NESS AT THE TI ME
OF SUCH FOLLOWON | NVESTMENTS, PROVI DED, HOWEVER, THAT SUCH BUSI NESS
CONTI NUES TO MEET THE REQUI REMENTS SET FORTH | N SUBPARAGRAPH (A) OR (O
OF PARAGRAPH FOUR OF SUBDI VI SION (A) OF THI'S SECTI ON, AND SUCH BUSI NESS
REAFFI RM5 | TS | NTENTI ON TO MAI NTAIN | TS HEADQUARTERS | N NEW YORK STATE
AND CONDUCT | TS PRI MARY BUSI NESS OPERATI ONS | N THE STATE OF NEW YORK.

(4) DOCUMENTS AND OTHER MATERI ALS SUBM TTED BY CERTI FI ED SEED CAPI TAL
FUND OR BY BUSI NESSES FOR PURPOSES OF THE CONTI NUANCE OF CERTI FI CATI ON
SHALL NOT BE PUBLI C RECORDS | F SUCH RECORDS ARE DETERM NED BY THE COWP-
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TROLLER TO BE TRADE OR BUSI NESS SECRETS AND SHALL BE MAINTAINED IN A
CONFI DENTI AL MANNER BY THE COVPTROLLER.

(5) EACH CERTI FI ED SEED CAPI TAL FUND SHALL REPORT THE FOLLOW NG TO THE
COVPTROLLER:

(A) AS SOON AS PRACTI CABLE AFTER THE RECEI PT OF CERTI FI ED SEED CAPI TAL
OR AN | RREVOCABLE FUNDI NG COW TMENT SUBJECT ONLY TO THE RECEI PT OF AN
ALLOCATI ON PURSUANT TO SUBDIVISION (G OF THIS SECTION, (I) THE NAME OF
EACH CERTIFIED | NVESTOR FROM WH CH THE CERTI FI ED CAPI TAL WAS RECEI VED,
| NCLUDI NG SUCH CERTI FI ED | NVESTOR' S TAX | DENTI FI CATI ON NUMBER; (I1) THE
AMOUNT OF EACH CERTI FI ED | NVESTOR S | NVESTMENT OF CERTI FI ED SEED CAPI -
TAL; AND (IIl) THE DATE ON WH CH THE CERTIFIED SEED CAPITAL WAS
RECEI VED.

(B) ON AN ANNUAL BASIS, ON OR BEFORE JANUARY THI RTY- FI RST OF EACH
YEAR, (1) THE AMOUNT OF THE CERTI FI ED SEED CAPI TAL FUND S CERTI FI ED SEED
CAPI TAL AT THE END OF THE | MVEDI ATELY PRECEDI NG YEAR, AND (I1) ALL QUAL-
| FI ED | NVESTMENTS THAT THE CERTI FI ED CAPI TAL COVPANY MADE DURING THE
PREVI QUS CALENDAR YEAR, | NCLUDI NG THE NUMBER OF EMPLOYEES OF EACH QUALI -
FIED BUSINESS IN WHCH |IT HAS MADE | NVESTMENTS AT THE TI ME OF SUCH
I NVESTMENT AND AS OF DECEMBER FI RST OF THE PRECEDI NG CALENDAR YEAR.

(©) EACH CERTI FI ED SEED CAPI TAL FUND SHALL PROVIDE TO THE COWPTROLLER
ANNUAL  AUDI TED FI NANCI AL STATEMENTS, VWH CH SHALL | NCLUDE THE OPI NI ON OF
AN | NDEPENDENT CERTI FI ED PUBLI C ACCOUNTANT, W TH N NI NETY DAYS OF THE
CLCSE OF I TS FI SCAL YEAR

(D) ON OR BEFORE APRIL FI RST OF EACH YEAR, EACH CERTI FI ED SEED CAPI TAL
FUND SHALL PAY AN ANNUAL, NON REFUNDABLE CERTIFI CATION FEE OF ONE
HUNDRED DOLLARS TO THE COVPTROLLER;, PROVI DED THAT NO SUCH FEE SHALL BE
REQUI RED W THI N SI X MONTHS OF THE | NI TI AL CERTI FI CATI ON DATE OF A CERTI -
FI ED SEED CAPI TAL FUND.

(6) THE COVPTROLLER SHALL ANNUALLY, BY MARCH FI RST, PREPARE AND SUBM T
TO THE COW SSI ONER A LI ST OF PERSONS WHO MAY CLAIM THE TAX CREDI T FOR
THE PREVI QUS TAXABLE YEAR AND ANY OTHER | NFORVATI ON  NECESSARY FOR THE
DEPARTMENT TO DETERM NE ELI A BI LI TY FOR SUCH TAX CREDI T.

(D) RELOCATI ON. IN THE EVENT THAT A BUSI NESS IN WH CH A QUALI FI ED
I NVESTMENT |'S MADE RELOCATES | TS PRI NCI PAL BUSI NESS OPERATI ONS TO ANOTH-
ER STATE DURI NG SUCH | NVESTMENT, OR W THI N THREE MONTHS AFTER THE TERM -
NATI ON OF SUCH | NVESTMENT, THE CUMULATI VE AMOUNT OF QUALI FI ED | NVESTMENT
SHALL BE REDUCED BY THE AMOUNT OF SUCH QUALIFIED | NVESTMENT, FOR THE
PURPOSES CF THI' S SUBDI VI SI ON ONLY, UNLESS (A) THE CERTI FI ED SEED CAPI TAL
FUND | NVESTS AN AMOUNT AT LEAST EQUAL TO THE | NVESTMENT OF CERTI FI ED
SEED CAPI TAL | N THE RELOCATED BUSI NESS | N A QUALI FI ED BUSI NESS LOCATED
IN NEW YORK STATE W THI N SI X MONTHS OF THE RELOCATI ON OR (B) UNLESS THE
BUSI NESS DEMONSTRATES THAT | T HAS RETURNED | TS PRI NCl PAL BUSI NESS OPER-
ATIONS TO NEW YORK STATE W THI N THREE MONTHS OF SUCH RELOCATI ON. A BUSI -
NESS SHALL BE DEEMED TO HAVE RELOCATED | TS PRI NCI PAL BUSI NESS OPERATI ONS
QUTSI DE NEW YORK STATE |IF THE PR MARY WORKPLACE OF MORE THAN FI FTY
PERCENT OF THE EMPLOYEES OF SUCH BUSI NESS W THI N THE STATE IS RELOCATED
TO ANOTHER STATE.

(E) DECERTIFICATION. (1) THE COWTROLLER SHALL CONDUCT AN ANNUAL
REVI EW OF EACH CERTI FI ED SEED CAPI TAL FUND TO DETERM NE | F THE CERTI FI ED
SEED CAPI TAL FUND IS ABI DI NG BY THE REQUI REMENTS OF CERTIFI CATIQON, TO
ADVI SE THE CERTIFI ED SEED CAPI TAL FUND AS TO THE ELI G BI LI TY STATUS OF
I TS QUALI FI ED | NVESTMENTS, AND TO ENSURE THAT NO | NVESTMENT HAS BEEN
MADE IN VICLATION OF TH S SUBDI VI SI ON. THE COST OF THE ANNUAL REVI EW
SHALL BE PAI D BY EACH CERTI FI ED SEED CAPI TAL FUND ACCORDI NG TO A REASON-
ABLE FEE SCHEDULE ADOPTED BY THE COVPTROLLER
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(2) ANY MATERI AL VIOLATION OF SUBDIVISION (€ OF THIS SECTION WTH
RESPECT TO A PARTI CULAR CERTI FI ED SEED CAPI TAL FUND SHALL BE GROUNDS FOR
DECERTI FI CATI ON OF THE CERTI FI ED SEED CAPI TAL FUND W TH RESPECT TO SUCH
PROGRAM | F THE COVWTROLLER DETERM NES THAT A CERTIFIED SEED CAPI TAL
FUND IS NOT |IN COVPLI ANCE W TH THE REQUI REMENTS OF SUBDI VI SION (C) OF
TH' 'S SECTI ON W TH RESPECT TO A PARTI CULAR CERTI FI ED SEED CAPI TAL FUND
PROGRAM | T SHALL, BY WRI TTEN NOTI CE, | NFORM THE OFFI CERS OF THE CERTI -
FI ED SEED CAPI TAL FUND THAT THE CERTIFIED SEED CAPITAL FUND WLL BE
SUBJECT TO DECERTI FI CATI ON W TH RESPECT TO SUCH PROGRAM I N ONE HUNDRED
TWENTY DAYS FROM THE DATE OF MAI LI NG OF THE NOTI CE, UNLESS THE DEFI Cl EN-
Cl ES ARE CORRECTED AND THE CERTIFIED SEED CAPITAL FUND IS AGAIN IN
COWPLIANCE WTH ALL REQUI REMENTS FOR CERTI FI CATI ON, AND SHALL SEND A
COPY OF SUCH NOTI CE TO THE COWM SSI ONER.

(3) AT THE END OF THE ONE HUNDRED TWENTY DAY GRACE PERIOD, |IF THE
CERTI FI ED SEED CAPI TAL FUND I'S STILL NOT I N COVPLI ANCE W TH SUBDI VI SI ON
(O OF THI'S SECTION WTH RESPECT TO THE CERTIFIED SEED CAPITAL FUND
PROGRAM THE COWPTROLLER SHALL SEND A NOTI CE OF DECERTI FI CATI ON TO THE
CERTI FI ED SEED CAPI TAL FUND W TH RESPECT TO SUCH PROGRAM AND TO ALL
OTHER APPROPRI ATE STATE AGENCI ES.

(4) ONCE A CERTI FI ED SEED CAPI TAL FUND HAS | NVESTED AN AMOUNT CUMULA-
TI' VELY EQUAL TO ONE HUNDRED PERCENT OF | TS CERTI FI ED SEED CAPITAL WTH
RESPECT TO THE CERTI FI ED SEED CAPI TAL FUND PROGRAM | N QUALI FI ED | NVEST-
MENTS AND HAS MET ALL OTHER REQUI REMENTS UNDER THI'S SUBDI VI SIQON, THE
CERTI FI ED SEED CAPI TAL FUND SHALL NO LONGER BE SUBJECT TO REGULATI ON BY
THE COVWPTROLLER AND SHALL NO LONGER BE SUBJECT TO THE REQUI REMENTS OF
SUBDI VISION (C) OF THI'S SECTI ON W TH RESPECT TO SUCH PROGRAM

(5) THE COVWPTROLLER SHALL SEND WRI TTEN NOTI CE OF SUCH DECERTI FI CATI ON
TO THE ADDRESS OF EACH CERTI FI ED | NVESTOR WHOSE TAX CREDIT HAS BEEN
SUBJECT TO RECAPTURE OR FORFEI TURE, USI NG THE ADDRESS SHOM ON THE LAST
FI LI NG SUBM TTED TO THE COVPTROLLER AND SHALL FORWARD A COPY OF SUCH
NOTlI CE TO THE COW SSI ONER.

(F) REVOCATION OF CERTIFICATION. THE COWTROLLER MAY REVCOKE THE
CERTI FI CATI ON OF A CERTI FI ED SEED CAPI TAL FUND | F ANY MATERI AL REPRESEN-
TATION TO THE COVMPTRCLLER | N CONNECTION WTH THE APPLI CATI ON PROCESS
PROVES TO HAVE BEEN FALSELY MADE OR | F THE APPLI CATI ON MATERI ALLY
VI OLATES ANY REQUI REMENT ESTABLI SHED BY THE COVPTROLLER PURSUANT TO THI S
SuBDI VI SI ON.

(G MAXI MUM PERM TTED | NVESTMENTS AND CREDI TS. THE AGGREGATE AMOUNT OF
TAX CREDI T VWH CH TAXPAYERS MAY BE ALLOCATED FOR THEIR | NVESTMENT OF
CERTI FI ED SEED CAPI TAL PURSUANT TO THI S SUBDI VI SI ON AND SUBSECTI ON ( QQ
OF SECTION SI X HUNDRED SI X OF TH S CHAPTER MAY NOT'  EXCEED TWENTY-FI VE
M LLION DOLLARS. EACH CERTIFIED SEED CAPI TAL FUND SHALL BE I NI TI ALLY
AUTHORI ZED TO RECEI VE UP TO TEN M LLI ON DOLLARS I N CERTI FI ED SEED CAPI -
TAL TO VWH CH SUCH TAX CREDI TS SHALL APPLY, AND SHALL REPORT TO THE COWP-
TROLLER, PURSUANT TO SUBPARAGRAPH (A) OF PARAGRAPH FI VE OF SUBDI VI SI ON
(© OF THI S SECTI ON, AN AMOUNT NO GREATER THAN TEN M LLI ON DOLLARS FOR
THE PURPOSE OF DETERM NI NG SUCH TAX CREDI TS FOR | NVESTORS I N A CERTI FI ED
SEED CAPI TAL FUND. THE TOTAL AMOUNT OF | NVESTMENTS BY ANY ONE | NDI VI DUAL
I NVESTOR IN A CERTIFIED SEED CAPI TAL FUND THAT IS ELI G BLE TO RECEI VE
SUCH TAX CREDI T SHALL NOT EXCEED TWO HUNDRED FI FTY THOUSAND DOLLARS PER
I NVESTOR.

IF FEWER THAN TEN CERTI FI ED SEED CAPI TAL FUNDS ARE CERTI FI ED BY
THE COWPTROLLER BY JANUARY FI RST, TWO THOUSAND TEN THE COVPTROLLER NMAY,
AT H'S DI SCRETI ON, ALLOCATE ANY REMAI NI NG TAX CREDI TS AUTHORI ZED UNDER
TH'S SUBDI VI SI ON TO EXI STI NG CERTI FI ED SEED CAPI TAL FUNDS BASED ON A
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DEMONSTRATED NEED FOR VENTURE CAPI TAL IN THE REG ONS SERVED BY A SEED
CAPI TAL FUND REQUESTI NG SUCH ADDI TI ONAL ALLOCATI ON.

(1) REPORTS. THE COVPTROLLER SHALL REPORT TO THE GOVERNOR, THE TEMPO
RARY PRESI DENT OF THE SENATE, THE SPEAKER OF THE ASSEMBLY AND THE
COW SSI ONER, OR BEFORE JUNE FI RST OF EACH YEAR BEGQ NNI NG | N THE YEAR
TWO THOUSAND SEVEN, THE NUMBER OF CERTI FI ED SEED CAPI TAL FUNDS HOLDI NG
CERTI FI ED SEED CAPI TAL; THE AMOUNT OF CERTI FI ED SEED CAPI TAL | NVESTED I N
EACH CERTI FI ED SEED CAPI TAL FUND; THE CUMULATI VE AMOUNT THAT EACH CERTI -
FIED SEED CAPI TAL FUND HAS | NVESTED AS OF JANUARY FI RST OF THE YEAR TWD
THOUSAND ELEVEN, AND THE CUMULATI VE TOTAL EACH YEAR THEREAFTER, THE
TOTAL AMOUNT OF TAX CREDI TS GRANTED UNDER THI' S SECTI ON EACH YEAR THAT
CREDI TS HAVE BEEN AWARDED UNDER THI'S SECTION AND SUBSECTION (QQ OF
SECTI ON  SI X HUNDRED SI X OF TH' S CHAPTER;, THE PERFORMANCE OF EACH CERTI -
FI ED CAPI TAL FUND W TH REGARD TO THE REQUI REMENTS FOR RECERTI FI CATI ON
SET FORTH IN SUBDIVISION (C OF TH S SECTION, THE CLASSI FI CATI ON OF
COVPANI ES | N WHI CH EACH CERTI FI ED SEED CAPI TAL FUND HAS | NVESTED ACCORD-
I NG TO | NDUSTRI AL SECTOR AND SI ZE OF COVPANY; AND THE TOTAL NUMBER OF
JOBS CREATED BY | NVESTMENTS MADE BY EACH CERTI FI ED SEED CAPI TAL FUND
USI NG CERTI FI ED SEED CAPI TAL.

(J) RULES AND REGULATI ONS. THE COVMPTROLLER IN CONSULTATION WTH THE
COW SSI ONER  SHALL PRESCRIBE SUCH RULES AND REGULATI ONS AS HE OR SHE
SHALL DEEM NECESSARY IN ORDER TO |MPLEMENT THE PROVISIONS OF TH'S
SECTION WTH N ONE HUNDRED TWENTY DAYS OF THE EFFECTI VE DATE OF THI' S
SECTI ON.

S 4. Section 606 of the tax law is anended by addi ng a new subsection
(gqq) to read as follows:

CREDI T FOR CERTAI N | NVESTMENTS I N A CERTI FI ED SEED CAPI TAL FUND.
(1) A TAXPAYER SHALL BE ALLOWED A CREDI T, TO BE COWUTED AS HEREI NAFTER
PROVI DED, AGAINST THE TAX |MPCSED BY THI S ARTI CLE. THE AMOUNT OF THE
CREDI T SHALL BE EQUAL TO TWENTY- FI VE PERCENT OF AN | NVESTMENT OF CERTI -
FIED SEED CAPITAL IN A CERTIFI ED SEED CAPI TAL FUND PROGRAM MADE BY THE
TAXPAYER PURSUANT TO SECTI ON ELEVEN-A OF TH S CHAPTER.

(2) TWENTY PERCENT OF SUCH CREDI T SHALL BE ALLOWED I N THE TAXABLE YEAR
TO WHI CH SUCH | NVESTMENT | S ALLOCATED PURSUANT TO SUBDIVISION (G OF
SECTI ON ELEVEN-A OF THI S CHAPTER AND I N EACH OF THE FOUR FOLLOWN NG TAXA-
BLE VYEARS, ALTHOUGH SUCH CREDI TS SHALL NOT BE FI RST ALLOAED OR | NCURRED
FOR STATE TAX PURPOSES, UNTIL, AT THE EARLI EST, THE TAX YEAR BEG NNI NG
IN TWO THOUSAND NI NE. I N ADDI TI ON, I N ANY TAXABLE YEAR SUBSEQUENT TO
THE TAXABLE YEAR FOR WHI CH SUCH | NVESTMENT IS SO ALLOCATED, ANY AMOUNT
CARRI ED FORWARD UNDER PARAGRAPH THREE OF THI' S SUBSECTI ON MAY BE CARRI ED
FORWARD | NDEFI NI TELY UNTI L SUCH CREDI TS ARE UTI LI ZED.

(3) IF THE AMOUNT OF CREDIT ALLOAED UNDER THI'S SUBSECTION FOR ANY
TAXPAYER SHALL EXCEED THE TAXPAYER S TAX FOR SUCH YEAR, THE EXCESS MAY
BE CARRI ED OVER TO THE FOLLOW NG YEAR OR YEARS AND MAY BE DEDUCTED FROM
THE TAXPAYER S TAX FOR SUCH YEAR OR YEARS.

(4) DECERTI FI CATI ON OF A CERTI FI ED SEED CAPI TAL FUND FROM A CERTI FI ED
SEED CAPI TAL FUND PROGRAM SHALL CAUSE THE DI SALLOMNCE AND THE RECAPTURE
OF THE CREDI T ALLOAED UNDER PARAGRAPH ONE OF THI S SUBSECTI ON.

(5) NO CREDIT SHALL BE ALLOWNED I N ANY TAX YEAR IN WVHICH THE TAXPAYER
SHALL, |INDIVIDUALLY OR WTH OR THROUGH ONE OR MORE AFFI LI ATES, BE A
MANAG NG GENERAL PARTNER OF OR UNDERWRI TE OR CONTROL THE DI RECTION OF
| NVESTMENTS OF A CERTIFI ED SEED CAPI TAL FUND FOR WHI CH THE CREDI T WAS
ALLOAED UNDER PARAGRAPH ONE OF THI'S SUBSECTI ON. THI S PROVI SI ON SHALL NOT
PRECLUDE A CERTI FI ED | NVESTOR FROM EXERCI SING HHS OR HER LEGAL RIGHTS
AND REMEDIES (VWH CH MAY | NCLUDE | NTERI M MANAGEMENT OF A CERTI FI ED SEED
CAPI TAL FUND) I N THE EVENT THAT A CERTIFIED SEED CAPITAL FUND IS IN
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DEFAULT OF | TS STATUTORY OBLI GATI ONS OR | TS CONTRACTUAL OBLI GATI ONS TO
SUCH CERTI FI ED | NVESTOR. FOR PURPCSES OF THI S PARAGRAPH, AFFI LI ATE SHALL
MEAN A BUSI NESS ENTITY IN WH CH THE TAXPAYER HOLDS AT LEAST A TEN
PERCENT BENEFI Cl AL | NTEREST.

S 5. This act shall take effect imediately.



