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An Act relative to angel investor tax credits.

Be it enacted by the Senate and House of Representatives in General Court assembled, and by the authority 
of the same, as follows:

1 SECTION 1. Section 6 of chapter 62 of the General Laws is hereby amended by adding 
2 the following subsection:-

3 (s)(1) As used in this subsection, the following words shall have the following meanings:-

4 “Gateway municipality”, a gateway municipality as defined in section 3A of chapter 23A.

5 “Qualifying business”, a business which: (a) has its principal place of business in 
6 Massachusetts; (b) has 50 per cent of its employees located in the business’s principal place of 
7 business; (c) has a fully developed business plan that includes all appropriate long and short term 
8 forecasts and contingencies of business operations, including research and development, profit, 
9 loss and cash flow projections and details of angel investor funding; (d) employs 20 or fewer 

10 full-time employees at the time of taxpayer investor’s initial qualifying investment as provided 
11 for in paragraph (2); (e) has a Massachusetts tax identification number; and (f) has gross 
12 revenues equal to or less than $500,000 in the fiscal year prior to eligibility. 

13 “Qualifying investment”, an investment that is at risk and not secured or guaranteed; 
14 provided, however, that a qualifying investment shall not include, venture capital funds, hedge 
15 funds and commodity funds with institutional investors or investments in a business involved in 
16 retail, real estate, professional services, gaming or financial services.

17 “Taxpayer investor”, accredited investors, as defined by the United States Securities and 
18 Exchange Commission pursuant to section 2(15)(ii) of the Securities Act of 1933, 15 U.S.C. 
19 section 77b(15)(ii)), and who is not the principal owner of the qualifying business who is 
20 involved as a full-time professional activity.
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21 (2) A taxpayer investor who makes a qualifying investment in a qualifying business may, 
22 take a credit against the taxes imposed by this chapter in an amount equal to 20 per cent of the 
23 amount of investment on a qualifying business.  Taxpayer investors may invest up to $125,000 
24 per qualifying business per year with a $250,000 maximum for each qualifying business.

25 (3) A taxpayer investor who makes a qualifying investment in a qualifying business with 
26 its principal place of business located in a gateway municipality shall be allowed a credit against 
27 the taxpayer investor’s income tax due in the amount of 30 per cent of a qualifying investment.

28 (4) Qualifying investments may be used by a qualifying business for the following 
29 purposes: (a) capital improvements; (b) plant equipment; (c) research and development; and (d) 
30 working capital.  Qualifying investments shall not be used to: pay dividends, repay shareholders’ 
31 loans, redeem shares or repay debt.

32 (5) The credits allowed under paragraph (2) or (3) may be taken in each year for a 3 year 
33 period. Alternatively, the credits shall be allowed against income tax due in either the tax year of 
34 the initial investment or in each year for such 3 year period. Any amount of the tax credit that 
35 exceeds the tax due for a taxable year may be carried forward by the taxpayer to any of the 2 
36 subsequent taxable years. If the qualifying business ceases to have its principal place of business 
37 in Massachusetts within such 3 year period, the taxpayer investor shall not claim any further 
38 credits.

39 SECTION 2. The provisions of section 1 of this act shall be applicable to tax years 
40 commencing after December 31, 2012.


