
LB tt24

LEGIST,ATIVE BILL 1124

Approved by the Governor April
Introduced by WeseIy, 26; Hefner, J.9;

Conway, l7

LB t724

19, 1986

Abboud, 12;

AN ACT relating to revenue and taxation; to adopt the
Emplolment Expansion and Investment Incentive
Act; and to provide an operative date.

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

Section l. This act shall be known and may be
cited as the Employment Expansion and Investment
Incentive Act-

Sec. 2. (1)(a) There shall be allowed a
nonrefundable credit against the income tax imposed by
the Nebraska Revenue Act of 1967 to any taxpayer 6ngaged
in a qualifylng business as described in section 3 of
this act who increases the emplo)ment of such businessj.n this state by the equivaLent of t\ro full-time
employees and who makes an investment in this state of
at least one hundred thousand dollars during a taxable
year .

(b) Any taxpayer wtro 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 credi.t for an increase in employment
in this state by the equivalent of t\ro full-time
employees.' (2) The amount of the credit shall- be five
hundred dollars for each new employee and five hundred
dollars for each one hundred thousand dollars of
investment.

(3) The amount of the credit, includi.ng
amounts carried over from preceding taxable years, used
in any taxable year shall not exceed fifty per cent of
the taxpayer's j.ncome tax liability to this state. The
credit shall be applied after all other nonrefundable
credits have been applied and before the application of
any refundable credits.

(4') Any amount of the credit that is not used
during the taxable year in which such credit vras first
allowable may be carried over for five immediately
succeeding taxable years. A credit carried over shall
be used before any additional credit allowed in a
current taxable year may be used.

Sec. 3. (1) A qualifying business shall
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include a business engaged in the following:
(a) The assembly, fabrj.cation, manufacture, or

processj.ng of tangible personal property;
(b) The storage, warehousing, distribution,

transportation, or sale of tangible personal property;
(c) The feeding or raising of livestock;
(d) The conducting of research, development,

or testing for scientific, agricultural, animal
husbandry, or industrial purposes;

(e) The performance of data processing,
telecommunicatj.on, insurance. or financial services;

(f) The administrative management of any of
the activities Iisted in subdivisions (a) to (e) of this
subsection; or

(S) Any combination of the activities Ilsted
in this subsection.

(2) A qualifying busj.ness shall, not include
any business in which eighty per cent or more of the
total sales of the business are sales of tangible
personal property to the ultimate user of the property
for use in activi.ties other than the activities li.sted
in subsection (1) of this section.

Sec. 4. (1) A taxpayer shall be deemed to
trave a new employee when ttre average number of Nebraska
employees during a taxable year exceeds the average
number of Nebraska employees during any of ttre three
Preceding taxable years.

(2) The average number of Nebraska employees
for a taxable year shall be determined by averaging the
number of Nebraska employees on (a) the last day of the
preceding taxable year, (b) the Iast day of each
calendar quarter within the current taxable year, and
(c) the last day of the current taxable year.

(3) If the taxpayer has part-time Nebraska
employees or pays overtime, the number of Nebraska
employees on a particuJ-ar day shall be determined by
converting the number of hours pai.d for the pay period
including that particular day into a number of
equivalent full-time jobs.

(4) The number of hours comprising a full-time
job shall be the busj.ness hours the taxpayer uses for
other purposes such as benefit plans or Iabor relations.
The number of hours comprising a full-time job shall be
used for alI periods when comparing average employment
under the Employment Expansion and Investment Incentive
Act.

(5) Qualj.fying busj.ness employees who work
trithin and vri.thout this state shall be considered only
to the extent they are paid for vrork performed within
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this state.
(6) The hours worked by any person.considered

an independent contractor or the employee of another
taxpayer shall not be used in the computation of any
averages under thj.s section.

Sec. 5, (1) A taxpayer shall be deemed to
have made an investment in this state i.f the average
investment in this state during the taxable year exceeds
the average investment j-n this state during any of the
three precedinq taxable Years.

(2) The average investment in this state shall
be the average of the val'ue of all property used or
available for use on the first day of the taxable year
and the last day of the taxable year. To determine the
value of property ovned by the taxpayer, the tax basis
before allowance for deprecialion shalL be used- To
determine ttre value of property rented by the taxpayer,
the annual rent of the property shall be nultiplied by
eight.

(3) only investment in improvements to real
property and tangible personaL Property that are
depieciable under the Internal Revenue Code shall be
considered.

(4) Vehlcles, planes, or railroad rolling
stock shalI be excluded in determini-ng the average
investment under this section.

Sec. 6. ( I ) lf the taxpayer acquires an
existing business, the averages determined in sections 4
and 5 of this act shall be computed as though the
taxpayer had owned the business during the current
taxable year and the three precedj'ng taxable years.

(2') If the structure of a business is
reorganized, the taxpayer shall compute the averages on
a consistent, basj.s for all periods-

sec.7. (1) A taxpayer lrith more than one
business Iocation in this state shall be entitLed to a
credit equal to the Iesser of (a) the sum of 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 taxpayers
shall be the Iesser of (a) the sum of the credits
computed for each taxpayer or (b) the credit computed
based on the total activities of aII related taxpayers
in this state.

(3) Related taxpayers shall include any
corporations that are part of a unitary business under
the Nebraska Revenue Act of 1957, any business entities
that are not corporations but lrhich would be a part of
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the unitary business if they $/ere corporations, anybusj.ness entities i.f at Ieast fifty per cent of suchentities are owned by the same persons or relatedtaxpayers and family members as defined in the ownershipattribution rules of the Internal Revenue Code.
Sec. 8. The credi.t allowed under theEmployment Expansion and Investment Incentive Act shallnot be transferable, except in the following situations:(1) Any credit allowable to a partnership, asubchapter S corporation, or an estate or trust shall bedistributed to the partners, shareholders, orbeneficiaries in the same manner as income isdistributed; and
(2) If a taxpayer operating a qualifyingbusiness and allowed a credit under secti.on Z of ifri.=act dj.es and there is credlt remaining after the filingof the final return for the taxpayer, the persorairepresentative shal] determine the dj.stribution of thecredit or any remaining carryover with the initiaLfiduciary return fi led for the estate. Thedetermination of the distribution of credit may bechanged only after obtaining the permission of the Tax

Commi ssioner.
Sec. 9. The Tax Commi-ssioner shall prepare areport identifying the amount of investment in thisstate and the number of equivaLent fuII-tlme jobs

created by each taxpayer claiming a credit pursua.l tothe Employment Expansion and Investment Incentive Act.The report shal-I include the amount of credits claimedin the aggregate. The report shalL be issued on orbefore March 15 of each year beginning with March 15,1988, for alI credits allowed during the previouscalendar year.
Sec. 10. (1) Ten years after the effectj.vedate of thj.s act a special revieu panel funded by theLegislature shalI be convened to perform a program auditof the Employment Expansj.on and Investment IncentiveAct. The panel shalI consist of the Tax Commissj.onerand thro members appointed by the Governor.
(2) The panel shall have three months torevievr the impact of the Employment Expansion andInvestment Incentive Act, including:
(a) An assessment of the types of taxpayersand economic sectors receiving the credit;
(b) An assessment of the nature and level ofi.nvestment being made;
(c) An assessment of the nature and tlpes ofemployment being created; and
(d) An economic and fiscal assessment of the
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overall impact of the Employment Expansion and
Investment Incentive Act on the staters economy.

(3) Based on its findings, the panel shall
recommend to the Governor and the Legislature one of the
following actions:

(a) Continue the Emplolment Expansion and
Investment Incentive Act in its current statutory form;

(b) continue the Employment Expansion and
Investment Incentive Act with modifications recommended
by the panel; or

(c) Repeal the act.
Sec. 11. This act shall become operative for

all taxable years beginninq or deemed to begin on or
after January L,1947.
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