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FOR AN ACT relating to revenue and taxation; to anend sections
77-5903, 77-5905, and 77-5906, Revised Statutes Cunulative
Suppl enrent, 2006; to <change provisions relating to the
Nebraska Advantage Mcroenterprise Tax Credit Act; to
provide an operative date; and to repeal the original
sections.

Be it enacted by the people of the State of Nebraska,
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Section 1. Section 77-5903, Revised Statutes Cumnulative
Suppl enent, 2006, is anended to read:

77-5903. For pur poses of t he Nebr aska Advant age
M croenterprise Tax Credit Act:

(1) Actively engaged in the operation of a mcrobusiness
means personal involvenment on a continuous basis in the daily
managenent and operation of the business;

(2) Di stressed area means a nmuni ci pality, county,
uni ncorporated area within a county, or census tract in Nebraska that
has (a) an unenploynent rate which exceeds the statew de average
unenpl oynment rate, (b) a per capita incone bel ow the statew de average
per capita income, or (c) had a popul ation decrease between the two
nost recent federal decennial censuses;

(3) Equivalent enployees nmeans the nunber of enployees
computed by dividing the total hours paid in a year by the product of
forty tines the nunber of weeks in a year;

(4) M crobusiness nmeans any business enploying five or fewer

equi valent enployees. If the mcrobusiness is a farm or livestock

operation, the farnmer or livestock producer, in addition to neeting

the qualifications under the Nebraska Advantage M croenterprise Tax

Credit Act, shall also neet the qualifications of a beqinning farner

or livestock pr oducer as set forth in section 77-52009;

(5) New enploynment neans the ampbunt by which the total
conpensation paid during the tax year to enployees who are Nebraska
resi dents exceeds the total conpensation paid to enployees who are
Nebraska residents in the tax year prior to application;

(6) New investnent neans the increase during the tax year
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over the year prior to the application in the applicant's (a) value

of purchased inventories sold or used during the year, (b) purchases

of buildings and depreciable personal property located in Nebraska
and expenditures on repairs and maintenance on property located in
Nebraska, not including vehicles required to be registered for
operation on the roads and highways of this state, during the tax

year, and (c) expenditures on advertising, travel, supplies, |egal

and professional services, and office expenses. |f the buildings or
depreci abl e personal property is |eased, the ampunt of new investnent
shall be the increase in average net annual rents nultiplied by the
nunber of years of the lease for which the taxpayer is bound, not to
exceed ten years;

(7) Related persons nmeans (a) any corporation, partnership,
limted liability corporation, cooperative, including cooperatives
exenpt under section 521 of the Internal Revenue Code of 1986, as
anended, or joint venture which is or would otherwi se be a nmenber of
the same wunitary group, if incorporated, or any person who is
considered to be a related person under either section 267(b) and (c)
or section 707(b) of the Internal Revenue Code of 1986, as anended,
and (b) any individual who is a spouse, parent if the taxpayer is a
m nor, or mnor son or daughter of the taxpayer; and

(8) Taxpayer nmeans any person subject to the income tax
imposed by the Nebraska Revenue Act of 1967, any corporation,
partnership, limted |liability conpany, cooperative, including a
cooperative exenpt under section 521 of the Internal Revenue Code of
1986, as amended, or joint venture that is or would otherwise be a

menber of the same unitary group, if incorporated, which is, or whose
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partners, nenbers, or owners representing an ownership interest of at
| east ninety percent of such entity are, subject to such tax, and any
ot her part nership, l[imted liability conpany, subchapt er S
corporation, cooperative, including a cooperative exenpt under section
521 of the Internal Revenue Code of 1986, as anended, or joint venture
when the partners, shareholders, or nenbers representing an ownership
interest of at |east ninety percent of such entity are subject to such
t ax.

Sec. 2. Section 77-5905, Revised Statutes Cumulative
Suppl enent, 2006, is anended to read:

77-5905. (1) If the Departnment of Revenue determ nes that an
application nmeets the requirenents of section 77-5904 and that the
investnment or enploynent is eligible for the credit and (a) the
applicant is actively engaged in the operation of the mcrobusiness or
will be actively engaged in the operation upon its establishnent, (b)
the nmpjority of the assets of the mcrobusiness are located in a
distressed area or will be upon its establishment, (c) the applicant
will make new investnent or enploynment in the mcrobusiness, and (d)
the new i nvestnent or enployment will create new incone or jobs in the
di stressed area, the departnent shall approve the application and
aut horize tentative tax credits to the applicant within the limts set
forth in this section and certify the anount of tentative tax credits
approved for the applicant. Applications for tax credits shall be

considered in the order in which they are received.

(2) The departnent nmay approve applications udp—teo—the
adjusted—timt—for each calendar year beginning January 1, 2006,
t hrough Decenber 31, 2010. AH-er—apptications—totaling—theadjusted
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granted—by—the—end—of—thepreceding—year— Tax credits shall not be

allowed for a taxpayer receiving benefits under the Enploynent and

Investment Growth Act, the Nebraska Advantage Act, or the Nebraska
Advant age Rural Devel oprment Act.

Sec. 3. Section 77-5906, Revised Statutes Cumul ative
Suppl enent, 2006, is anended to read:

77-5906. (1) Taxpayers shall be entitled to refundable tax
credits equal to twenty percent of the taxpayer's new investnent or
enpl oynent in the nicrobusiness during the tax year not to exceed the
anount of tentative tax credits approved by the department under
section 77-5905. The taxpayer shall claimthe tax credit by filing a
form devel oped by the Tax Conmi ssioner and attaching the tentative tax
credit certification granted by the departnment. Tentative tax credits
expire after the end of the tax year following the year the tentative
tax credit was certified. The total lifetine tax credits clainmed by
any one taxpayer and any related person under the Nebraska Advantage
Mcroenterprise Tax Credit Act shall be limted to ten thousand
dol I ars.

(2) The r ef undabl e t ax credit does not apply to

conpensation to an enployee in excess of one hundred fifty percent of

the npbst recent calculation of nmedian earnings in Nebraska, as

deternmined by the Departnent of lLabor. The refundable tax credit does

apply to health insurance benefits provided to an enployee.

Sec. 4. This act beconmes operative on January 1, 2008.
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1 Sec. 5. Oiginal sections 77-5903, 77-5905, and 77-5906,

2 Revi sed St at ut es Cunul ati ve Suppl erment , 2006, are repeal ed.



