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Present law provides the Angel Investor Tax Credit Program which awards tax credits for investments in qualified businesses.
The credit rate is currently 25% of eligible investments, with an annual program credit award cap of $3.6 million for
applications received before July 1, 2021. No additional credits can be awarded for applications received after that date.
Credits can be claimed against tax liabilities starting with two years beyond the year of award, and allows them to be spread
evenly over a three-year period.

Proposed law extends the program applications through fiscal year 2023. The annual program credit award cap is increased
to $5 million. The credit rate is increased to 30%, allows credits to be taken in the year after the year they were awarded,
and allows them to be spread evenly over a two-year period.
Effective upon governor's signature.

There is no anticipated direct material effect on governmental expenditures as a result of this measure. The Dept. of
Economic Development indicates that the changes to the program proposed by this bill will not require additional resources
to administer.

The current program can award tax credits though FY21, with realization of those credits against state tax liabilities
occurring through FY26. Thus, some program credit costs occurring throughout the fiscal note horizon are not attributable to
the changes proposed by this bill.

This bill enhances the credit that can be awarded by 5% (from 25% to 30% of eligible investments), and accelerates the
timing by which the awarded credits can be realized against state tax liabilities. To the extent new awards are made under
this bill’s provisions in 2019, they can be claimed on tax returns filed for 2020 in the spring of 2021, affecting state tax
receipts as early as FY21. In addition, the annual amount of credit claim is increased to one-half of award (from one-third).
Finally, the total program cap of annual credit awards is increased to $5 million per year (from $3.6 million per year).

The enhanced credit rate, accelerated claim timing, and increased annual claim allowance all work to increase annual credit
costs of the program, as early as FY21, even under current program participation levels. The increase in the annual credit
award cap adds to the annual cost exposure to the extent greater participation levels occur.

Considering 2017 and 2018 as a baseline of credit awards that the bill is likely to maintain; average of $1.976 million
annually. The bill enhances those awards by 20% and increases the portion that can be claimed annually (from 1/3 to 1/2).
This simple approach results in an increase in annual program credit costs of about $1.2 million in FY21 and then $2.4
million in FY22 and beyond. These costs increases do not account for any additional participation in the program attributable
to this bill, beyond a continued baseline assumption, although the bill does increase the annual credit award cap to $5
million per year (from $3.6 million per year). While the bill provides more lucrative benefits to participation than under
current law, LED has not typically fully awarded the available cap of credit ($5 million from 2011 - 2015, $3.6 million from
2015 to present). A fully subscribed program with regard to credit awards and credit claims would boost annual credit costs
by roughly an additional $600,000.
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