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123—2.5(15E) Verification of qualifying businesses and community-based seed capital funds.

2.5(1) Qualifying businesses. Within 120 days from the first date on which the equity investments
qualifying for investment tax credits have been made (or, for investments made during the 2002 calendar
year, by the later of 120 days from the first date on which the investments have been made or March 31,
2003), a qualifying business shall provide to the board the following information as a prerequisite to the
board’s issuance of any investment tax credits to investors in such qualifying business:

a. A signed statement, from an officer, director, manager, member, or general partner of the
qualifying business, that contains a description of the general nature of its business operations, the
location of the principal business operations, the date on which the business was formed, and the date
on which the business commenced operations;

b. A balance sheet, certified by the chief executive officer and the chief financial officer of the
qualifying business, that reflects the qualifying business’s assets, liabilities and owners’ equity as of the
close of the most recent month or quarter;

c. A signed statement, from an owner of the business, that describes the manner in which such
owner satisfies one of the training requirements set forth in the definition of a qualifying business under
rule 123—2.2(15E);

d. A signed statement, from an officer, director, manager, member or general partner of the
qualifying business, that states the names, addresses, shares or equity interests issued, consideration
paid for the shares or equity interests, and the amounts of any tax credits, of all shareholders or
equity-holders who may initially qualify for the tax credits, and the earliest year in which the tax credits
may be redeemed. The statement shall contain a commitment by the qualifying business to amend its
statement as may be necessary from time to time to reflect new equity interests or transfers in equity
among current equity-holders or as any other information on the list may change; and

e. A certificate of existence of a business plan for the qualifying business which details the
business’s growth strategy, management team, production/management plan, marketing plan, financial
plan and other standard elements of a business plan.

Upon the board’s receipt of the information and documentation necessary to demonstrate satisfaction
of the criteria set forth herein, the board shall, within a reasonable period of time, determine whether
a business is a qualifying business. If the board verifies that the business is a qualifying business, the
board shall register the qualifying business on a registry of such qualifying businesses. The board
shall maintain the registry and use it to authorize the issuance of further investment tax credits to
taxpayers who make equity investments in qualifying businesses registered with the board. The board
shall issue written notification to the qualifying business and the applicant that such business has been
registered as a qualifying business with the board for the purpose of issuing investment tax credits but
that such registration is subject to removal and rescission under rule 123—2.9(15E) for any failure of
the business to continuously satisfy the requirements necessary for verification and registration as a
qualifying business.

2.5(2) Community-based seed capital funds. Within 120 days from the first date on which the
equity investments qualifying for investment tax credits have been made (or, for investments made
during the 2002 calendar year, by the later of 120 days from the first date on which the investments
have been made or March 31, 2003), a community-based seed capital fund shall provide to the board
information as a prerequisite to the board’s issuance of investment tax credits to investors in such
community-based seed capital fund. Funds which could not meet the threshold of $500,000 in capital
commitments but are able to meet the threshold of $125,000 of capital commitments as set forth in
2004 Towa Acts, chapter 1148, shall have until December 31, 2004, to provide information to the board.
A community-based seed capital fund cannot invest in the Iowa fund of funds organized by the lowa
capital investment corporation under lowa Code section 15E.65, but may invest up to 60 percent of its
committed capital in an Iowa-based seed capital fund with at least 40 percent of its committed capital
subscribed by community-based seed capital funds. The following information must be provided:

a. A copy of the fund’s certificate of limited partnership, limited partnership agreement,
articles of organization or operating agreement or both certified by the chief executive officer of the
community-based seed capital fund.
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b. A signed statement, from an officer, director, manager, member or general partner of the fund,
that states the total amount of capital contributions or capital commitments from investors and the total
number of individual investors that are not affiliates and the ownership interest of each individual investor
in the fund.

c. A signed statement, from an officer, director, manager, member or general partner of the fund,
that states the names, addresses, equity interests issued, consideration paid for the interests and the
amounts of any tax credits, of all limited partners or members who may initially qualify for the tax
credits, and the earliest year in which the tax credits may be redeemed. The statement shall also contain
a commitment by the fund to amend its statement as may be necessary from time to time to reflect new
equity interests or transfers in equity among current equity-holders or as any other information on the
list may change.

Upon the board’s receipt of the information and documentation necessary to demonstrate a
community-based seed capital fund’s satisfaction of the criteria set forth herein, the board shall, within
a reasonable period of time, determine whether a fund is a community-based seed capital fund. If
the board verifies that the fund is a community-based seed capital fund, the board shall register the
community-based seed capital fund on a registry of such community-based seed capital funds. The
board shall maintain the registry and use it to authorize the issuance of further investment tax credits
to taxpayers that make equity investments in the community-based seed capital funds registered with
the board. The board shall issue written notification to the community-based seed capital fund and
the applicant that such fund has been registered as a community-based seed capital fund with the
board for the purpose of issuing investment tax credits but that such registration is subject to removal
and rescission under rule 123—2.9(15E) for any failure of the community-based seed capital fund to
continuously satisfy the requirements necessary for verification and registration as a community-based
seed capital fund.



