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LEGISLATIVE BILL 886
Approved by the Governor June 4, 1997

Introduced by Warner, 25; at the request of the Governor

AN ACT relating to revenue and taxation; to amend sections 77-27,187,
77-27,188, 77-27,188.02, 77-27,190, and 77-27,192 to 77-27,195,
Reissue Revised Statutes of Nebraska; to change provisions relating
to the Employment Expansion and Investment Incentive Act; to define
terms; to harmonize provisions; to provide for applicability of the
provisions; and to repeal the original sections.

Be it enacted by the people of the State of Nebraska,

Section 1. Section 77-27,1B7, Reissue Revised Statutes of Nebraska,
is amended to read:

77-27,187. Sections 77-27,187 to 77-27,196 and section 2_ of this
act shall be known and may be cited as the Employment Expansion and Investment
Incentive Act.

Sec. 2. Eor purposes of the Employment Expansion and Inyestment
Incentive Act, unless the context otherwise requires:

(1) Any term has the same meaning as used in__the Nebraska Revenue
Act of 1967:

{2) Equivalent Nebraska employees means the number of Nebraska
emplovees computed by dividing the total hours paid in a year to Nebraska
employees by the product of forty times the number of weeks in _a year;

(3) Nebraska employee means an_individual who is_either a_resident
or partial-year resident of Nebraska;

(4) Related taxpayers includes any corporations_that are part of a
unitary business under the Nebraska Revenue Act of 1967 but are not part of
the_same corporate taxpaver. anv business entities that are not corporations
but which would be a part of the unitary business if they were corporations,
and_any business entities if at least fifty percent of such _entities are awned
by the same persons or related taxpayers and family members as defined in the
ownership attribution rules of the Internal Revenue Code of 1986, as amended ;

(5) Taxpayer means a corporate taxpayer or other person subject to
either an income tax imposed by the Nebraska Reyenue Act of 1967 or a

franchise tax under Chapter 77, article 38, or a partnership, limited
liability company. S corporation, or joint venture when_all of the partners,
shareholders, or members are subject to either of such taxes; and

(6) Year means the taxable year of the taxpayer.

Sec. 3. Section 77-27,188, Reissue Revised Statutes of Nebraska, is
amended to read:

77-27,188. (1){a) A credit against the taxes imposed by the
Nebraska Revenue Act of 1967 shall be allowed to any taxpayer engaged in a
qualifying business as described in section 77-27,189 who increases the
employment of such business in this state by two new #ull-time eguivalent
Nebraska employees and who makes an increased investment in this state of at
least seventy-five thousand dollars during a taxable year.

(b) Any taxpayer who has been allowed a credit under subdivision
(1)(a) of this section during the preceding five taxable years, not counting
carryovers, shall be allowed a credit for an increase in employment in this
state by two new fuil-time eguivalent Nebraska employees.

(2) Except as provided in subsection (3) of this section, the amount
of the credit shall be one thousand five hundred dollars for each new
equivalent Nebraska employee and one thousand dollars for each seventy-five
thousand dollars of increased investment.

(3) For any taxpayer described in subdivision (1)(a) of this section
which is also located within the boundaries of an enterprise zone as defined
and designated by the Department of Economic Development pursuant to the
Enterprise Zone Act, the amount of the credit shall be:

(a) Four thousand five hundred dollars for each new equivalent
Nebraska employee and three thousand dollars for each seventy-five thousand
dollars of increased investment if at least fifty percent of the new
eguivalent Nebraska employees of the taxpayer reside within the boundaries of
the enterprise zone; or

(b) Four thousand five hundred dollars for each new eguivalent
Nebraska employee residing within the boundaries of the enterprise zone, one
thousand five hundred dollars for each new eguivalent Nebraska employee not
residing within the boundaries of the enterprise zone, and one thousand
dollars for each seventy-five thousand dollars of increased investment if less
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than fifty percent of the new equivalent Nebraska employees of the taxpayer
reside within the boundaries of the enterprise zone.

The credit allowed to a taxpayer pursuant to this subsection shall
not exceed seventy-five thousand dollars in any one tax year.

For purposes of this subdivision, employees residing within the
boundaries of an enterprise zone shall be construed to mean employees residing
within a county in which an enterprise zone is located when the enterprise
zone is not located in a city of the primary or metropolitan class.

For purparam af thia pubdivisian. an emplayaa rargiding within tha
enterprise zone shall mean an individual who is domiciled within the
enterprise zone eon the date of his or her hiring by the taxpayer end whe
remains eontinuousiy demieiled within the sene during the term of his or her
empleyment for the entire pay period.

The failure of a taxpayer to maintain the continuous employment of e
resident an employee residing_in the enterprise zone or to replace him or her
with another employee residing within the enterprise zone for the period of
time set out in section 77-27,188.02 shall be deemed a failure to maintain the
level of investment and employment that created the credit for purposes of
section 77-27,188.02.

(4) The credit shall be applied as provided in section 77-27,188.01.

(5) BAny taxpayer who has qualified for a credit in the amount set
out in subsection (3) of this section may elect to receive either the amount
as calculated pursuant to subsection (2) or (3) of this section.

Sec. 4. Section 77-27,188.02, Reissue Revised Statutes of Nebraska,
is amended to read:

77-27,188.02. If the taxpayer does not maintain the level of
investment and employment that created the credit for at least two years after
the year for which the credit was first allowed:

(1) The taxpayer shall not be entitled to =any further earryovers
lose one-third of the amount of unused credits for each year that the taxpayer
has not maintained the reguired level of investment and_employment; and

(2) During the subsequent two years, the taxpayer shall repay to the
state one-third of the amount of the credit used for each year that the
taxpayer has not maintained the required level of investment and employment.

Sec. 5. Section 77-27,190, Reissue Revised Statutes of Nebraska, is
amended to read:

77-27,190. (1) A taxpayer shall be deemed to have a new equivalent
Nebraska employee when the everage number of equivalent Nebraska employees
during a taxable year exceeds the average number of eguivalent Nebraska
employees during each of the three preceding taxable years.

(2) The average ntumber of Nebraske empioyees for a texabie year
shail be determined by averaging the nmumber of Nebraaks employees en +{a) the
test day of the preceding taxable year; {b) the last day ef each catendar
quarter within the eurrent taxable year; and {e) the lest day of the eurrent
taxabie year

The number of houra ecomprising a foll-time job shall be the
business hours the texpayer uses for other purpeses such as benefit pians eor
taber relatiens~ The number ef hours comprising a full-time 3job shall be used
for e}l periteds when comparing average employment under the Empitoyment
Expansien end Investment Ineentive Aet:

4+ Qualifying business employees who work within and without this
state shall be considered only to the extent they are paid for work performed
within this state.

5> (3) The hours worked by any person considered an independent
contractor or the employee of another taxpayer shall not be used in the
computation ef emy averagea under this section.

Sec. 6. Section 77-27,192, Reissue Revised Statutes of Nebraska, is
amended to read:

77-27,192. (l){a) If the taxpayer acquires an existing business,
the averages increases determined in sections 77-27,190 and 77-27,191 shall be
computed as though the taxpayer had owned the business during the current
taxable year and the three preceding taxable years.

(b) If the taxpayer disposes of an existing business, and the new
owner maintains the levels of investment and employment, the taxpayer shall
not be required to make any repayment under section 77-27.188.02 solely
because of the disposition of the business.

(2) 1If the structure of a business is reorganized, the taxpayer
shall compute the averages increases on a consistent basis for all periods.

Sec. 7. Section 77-27,193, Reissue Revised Statutes of Nebraska, is
amended to read:

77-27,193. (1) A taxpayer with more than one business location in
this state shall be entitled to a credit equal to the lesser of (a) the sum of
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the credits computed for the individual business locations or (b) the credit
computed based on the total activities of the business in this state.

(2) The credit allowed to related texpayers a_taxpayer shall be the
Tesser of (&) the sum of the credits computed for eaeh taxpayer or b)Y the
eredit computed based on the total activities of all reiated taxpayers in this
state gg;gqlg&pg__gxgluding__any__inves;mgnt__acguirpd__in__anynmanner_grom a
related taxpayer or any emplovees previously employed in this state within the
current taxable year or precedina three taxable vears by a related taxpaver.

{3) Releted taupayers shall inelude eny eorperations theat are panrt
of & wunitary business under the Nebraske Revenue et of 1967 any business
entities thet are not earperations but whieh would be a part of the wunitary
business +f they were corperations; and eny business entities if et least
fifty pereent of such entities are owned by the saeme persons eor related
taxpeyers end femily members as defined in the ownership attributien rules of
the Internal Revenue Cede-

{4) For purposes of computing the statewide 31imitetions limitation
in subdivisiens subdivision (1)(b) and 2}¢b) of this section, the type of
business being conducted shall be ignored.

(A)_EqpugurDosqs_qﬁ_;ybgggxiqq_(l)_gﬁ__;hi5__5gp;;gnJ__Lyg__gr more
parcels of real property which are within the same municipality_or county
shall_pgn§tituLp_Qgngyglggss_;pga;lgg_if_;hg_hg;ing;;ﬁgg&iyi;ies conducted by
the taxpayer on_such parcels are interdependent. This subsection__shall be

applicable t all returns for which on_the effective date of this act.

section 77-2786 has not barred_a deficiency determination or section 77-2793

has not barred a claim for credit or refund.

Sec. B. Section 77-27,194, Reissue Revised Statutes of Nebraska, is
amended to read:

77-27,194. The credit allowed under the Employment Expansion and
Investment Incentive Act shall not be transferable, except in the following
situations:

(1) Any credit allowable to a partnership, a limited liability
company, a subchapter S corporation, or an estate or trust shetl may be
distributed to the partners, limited liability company members, shareholders,
or beneficiaries. Any credit distributed shall be distributed in the same
manner as income is distributedL__A_grpﬂi;_gi;;ributed_§hall_bp_ppnsidengd_a
credit used and the partnership, limited liability company, subchapter S
corporation, estate, or trust shall be liable for any repayment under section
77-27.188.02: and

(2) If a taxpayer operating a qualifying business and allowed a
credit under section 77-27,168 dies and there is credit remaining after the
filing of the final return for the taxpayer, the personal representative shall
determine the distribution of the credit or any remaining carryover with the
initial fiduciary return filed for the estate. The determination of the
distribution of credit may be changed only after obtaining the permission of
the Tax Commissioner.

Sec. 9. Section 77-27,195, Reissue Revised Statutes of Nebraska, is
amended to read:

77-27,195. (1) The Tax Commissioner shall prepare a report
identifying the amount of investment in this state and the number of
equivalent fuii-time jobs created by each taxpayer claiming a credit pursuant
to the Employment Expansion and Investment Incentive Act. The report shall
include the amount of credits claimed in the aggregate. The report shall be
issued on or before March 15 of each year beginning with March 15, 1988, for
all credits allowed during the previous calendar year.

(2) In the report for any year in which a taxpayer located in an
enterprise zone designated pursuant to the Enterprise Zone Act claimed a
credit pursuant to subsection (3) of section 77-27,188, the Tax Commissioner
shall identify (a) the amount of investment made in each enterprise zone by
all taxpayers claiming credits, (b) the number of jobs created in each
enterprise zone by all taxpayers claiming credits, (c) the number of jobs
created in each enterprise zone by all taxpayers claiming credits held by
residents of the enterprise zone, and (d) the average wage on an hourly basis
or the average annual salary of new jobs created in each enterprise zone by
all taxpayers claiming credits.

Sec. 10. The changes made in__sections 77-27.188, 77-27.188.02,
11-27,190, 77-27,192. 77-27.193. and 77-27.194 by this legislative bill shall
become operative for all credits earned in tax vears beginning, or deemed to
begin on__and after January 1., 1998. For all credits earned in_tax years

Sec. 11. Original sections 77-27,187, 77-27,188, 77-27,188.02,
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77-27,190, and 77-27,192 to 77-27,195, Reissue Revised Statutes of MNebraska,
are repealed.
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