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State of NebraSka
Department of revenue

Douglas A. Ewald, Tax Commissioner
P.O. Box 94818 • Lincoln, Nebraska 68509-4818

Phone: (402) 471-5729 • www.revenue.ne.gov

   July 15, 2011

Senator Mike Flood
Speaker of the Legislature
2103 State Capitol
Lincoln, NE 68509

Dear Speaker Flood:

The Nebraska Department of Revenue (Department) is electronically submitting the 2010
Annual Report on the following programs:

•	 Nebraska	Advantage	Act;
•	 Nebraska	Advantage	Rural	Development	Act;
•	 Nebraska	Advantage	Microenterprise	Tax	Credit	Act;
•	 Nebraska	Advantage	Research	and	Development	Act;
•	 Employment	and	Investment	Growth	Act;
•	 Employment	Expansion	and	Investment	Incentive	Act;
•	 Invest	Nebraska	Act;	and
•	 Quality	Jobs	Act.

The 2010 Annual Report and annual reports issued since 1997 can be found on the Department’s
website	at	www.revenue.ne.gov.	An	e-mail	has	also	been	sent	to	all	members	of	the	Unicameral
with	a	link	to	the	2010	Annual	Report.	Archived	copies	of	years	older	than	1997	may	be
requested	from	the	Department.

If	you	have	any	questions,	please	contact	Mary	Hugo	at	402-471-5790.

   Sincerely,

	 	 	 Douglas	A.	Ewald
	 	 	 Tax	Commissioner
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Nebraska Advantage Act
Reporting Requirements

Neb Rev. Stat. § 77-5731 provides:
(1) The Tax Commissioner shall submit an annual report to the Legislature no later than July 
15 of each year.
(2) The report shall list 

(a) the agreements which have been signed during the previous calendar year, 
(b) the agreements which are still in effect, 
(c) the identity of each taxpayer who is party to an agreement, and 
(d) the location of each project.

(3) The report shall also state, for taxpayers who are parties to agreements, by industry group 
(a) the specific incentive options applied for under the Nebraska Advantage Act, 
(b) the refunds allowed on the investment, 
(c) the credits earned, 
(d) the credits used to reduce the corporate income tax and the credits used to reduce the 
individual income tax, 
(e) the credits used to obtain sales and use tax refunds, 
(f) the credits used against withholding liability, 
(g) the number of jobs created under the act, 
(h) the total number of employees employed in the state on the last day of the calendar 
quarter prior to the application date and the total number of employees employed in the 
state on subsequent reporting dates, 
(i) the expansion of capital investment, 
(j) the estimated wage levels of jobs created under the act subsequent to the application 
date, 
(k) the total number of qualified applicants, 
(l) the projected future state revenue gains and losses, 
(m) the sales tax refunds owed, 
(n) the credits outstanding under the act, 
(o) the value of personal property exempted by class in each county under the act, 
(p) the value of property for which payments equal to property taxes paid were allowed in 
each county, and 
(q) the total amount of the payments.

(4) In estimating the projected future state revenue gains and losses, the report shall detail 
the methodology utilized, state the economic multipliers and industry multipliers used to 
determine the amount of economic growth and positive tax revenue, describe the analysis 
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used to determine the percentage of new jobs attributable to the Nebraska Advantage Act 
assumption, and identify limitations that are inherent in the analysis method.
(5) The report shall provide an explanation of the audit and review processes of the 
Department of Revenue in approving and rejecting applications or the grant of incentives 
and in enforcing incentive recapture. The report shall also specify the median period of time 
between the date of application and the date the agreement is executed for all agreements 
executed by December 31 of the prior year.
(6) The report shall provide information on project-specific total incentives used every two 
years for each approved project. The report shall disclose

(a) the identity of the taxpayer, 
(b) the location of the project, and 
(c) the total credits used and refunds approved during the immediately preceding two 
years expressed as a single, aggregated total.

The incentive information required to be reported under this subsection shall not be reported 
for the first year the taxpayer attains the required employment and investment thresholds. 
The information on first-year incentives used shall be combined with and reported as part 
of the second year. Thereafter, the information on incentives used for succeeding years shall 
be reported for each project every two years containing information on two years of credits 
used and refunds approved. The incentives used shall include incentives which have been 
approved by the department, but not necessarily received, during the previous two calendar 
years.
(7) The report shall include an executive summary which shows aggregate information for 
all projects for which the information on incentives used in subsection (6) of this section is 
reported as follows: 

(a) The total incentives used by all taxpayers for projects detailed in subsection (6) of this 
section during the previous two years; 
(b) the number of projects; 
(c) the total number of employees of these taxpayers employed in the state on the last day 
of the calendar quarter prior to the application date, the new jobs at the project for which 
credits have been granted, and the total number of employees employed in the state by 
these taxpayers on subsequent reporting dates; 
(d) the average compensation paid employees in the state in the year of application and 
for the new jobs at the project; and 
(e) the total investment for which incentives were granted.

The executive summary shall summarize the number of states which grant investment tax 
credits, job tax credits, sales and use tax refunds for qualified investment, and personal 
property tax exemptions and the investment and employment requirements under which they 
may be granted.
(8) No information shall be provided in the report that is protected by state or federal 
confidentiality laws.
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Nebraska Advantage Act
Description of Benefits 

General Information:
The Nebraska Advantage Act allows a taxpayer involved in a qualified business to earn and 
use benefits for investment and employment growth.  There are six Tiers that have varying 
requirements and benefits for investment and employment.

Application Information:
An application must be filed for each project.  The application date for the project will impact 
the investment, employment, and the associated benefits allowed for the project.  A complete 
application must be filed to establish an application date. For applications filed on or after 
October 1, 2009, taxpayers must utilize E-verify to verify that all new employees are legally able 
to work in the United States, as required by Neb. Rev. Stat. § 77-5722.01. For more information 
on filing an application under the Nebraska Advantage Act, see the Application Guide and the 
Nebraska Advantage Application. 

Requirements by Application Level:
Each of the Tiers requires a stated increase in the investment and employment levels by the end 
of the attainment period. Refer to the table below for the minimum required levels for each Tier.
The increase in investment is equal to the value of qualified property placed in service at the 
project after the date of application. Qualified property means any tangible property of a type 
subject to depreciation, amortization, or other recovery under the Internal Revenue Code of 
1986, or the components of such property, that will be located and used at the project or at the 
residence of a teleworker working in Nebraska. Qualified property does not include aircraft, 
barges, motor vehicles, railroad rolling stock, watercraft, or property rented to another person.
The increase in employment is equal to the number of new full-time equivalent (FTE) employees 
at the project. The number of new employees is calculated using the number of hours paid in the 
year. One FTE employee is equal to 40 hours per week for the entire year. 
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Tier 3 has no minimum investment requirement.
Tier 5 does not require employment growth, but the average employment at the project for the 
entitlement period must be at least equal to the base year employment.

Description of Time Periods:
Year

Year means the federal taxable year of the taxpayer.

Base Year

The base year is the year immediately preceding the year during which the application was filed.

Attainment Period

The attainment period is the number of years, including the year of application, within which the 
taxpayer must meet the minimum levels of investment and employment required for benefits.  

• Tiers 1, 3, and 6. The taxpayer must attain the minimum required levels within five years. 

• Tiers 2, 4, and 5. The taxpayer must attain the minimum required levels within seven 
years. 

Entitlement Period

Generally during the entitlement period, the taxpayer can both earn and use benefits.  

•	 Tiers	1	and	3.	The entitlement period begins with the year the taxpayer meets the 
minimum required levels of investment and employment growth, and continues until the 
end of the ninth year following the year of application, or the sixth year after the year the 
required increases were met or exceeded, whichever is sooner.

•	 Tiers	2,	4	and	5.	The entitlement period begins with the year the taxpayer meets the 
minimum required levels of investment and employment growth, and continues until the 
end of the sixth year after the year the required increases were met or exceeded.

The entitlement period for property tax benefits may be different from the entitlement period 
for other benefits for Tier 4. A taxpayer applying under Tier 4 has a two-part agreement. When 
the project attains the minimum required levels for a Tier 2 project, the project is eligible for all 
benefits of a Tier 2 project. When the project attains the minimum required levels for Tier 4, the 
project is eligible for certain property tax exemptions.

•	 Tier	6.	The entitlement period includes the year the taxpayer meets the minimum 
required levels of investment and employment, and the next nine years. 

Carryover Period

During the carryover period, no additional credits are earned, but unused credits earned before 
the end of the entitlement period may be used.

•	 Tiers	1	and	3.	The carryover period begins the year after the end of the entitlement 
period, and ends at the end of the ninth year following the year of application. 
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•	 Tiers	2	and	4.	The carryover period begins the year after the end of the entitlement 
period, and ends at the end of the fourteenth year following the year of application. 

•	 Tier	6.	The carryover period is one year after the end of the entitlement period. 

Time Periods Per Tier:

Description of Available Benefits:
Direct Refund

A direct refund is the refund of Nebraska and local sales and use taxes paid on the purchase 
of qualified property for use at the project, or on the purchase or lease of aircraft for use in 
connection with the project, which is placed in service during the attainment and entitlement 
periods. The aircraft may not be used to transport an elected official, or for fundraising for an 
elected official.

Qualified property is any tangible property of a type subject to depreciation, amortization, or 
other recovery under the Internal Revenue Code of 1986, or the components of this property, that 
will be located and used at the project or at the residence of a teleworker working in Nebraska. 
Qualified property does not include aircraft, barges, motor vehicles, railroad rolling stock, 
watercraft, or property that is rented to another person. 

Investment Credit

The investment credit is a credit equal to three percent (Tier 1), ten percent (Tiers 2 and 4), 
or 15 percent (Tier 6) of the investment made in qualified property at the project during the 
attainment or entitlement periods. The credit on qualified property placed in service, from date 
of application through the end of the tax year in which the minimum required levels are met, is 
earned in the qualification year. Credits are also earned on qualified property placed in service in 
other years during the entitlement period.

Investment credits may be used for a sales and use tax refund, income tax refund, or for Tier 6, a 
real property tax credit reimbursement.

Compensation Credit

• Tiers	1,	2,	3,	and	4.	In each year of the entitlement period, the compensation credit is 
computed as follows: 

 (number of new FTEs) x (average annual wage of new employees) x (credit percentage) 

The number of new equivalent employees at the project is the lesser of: (1) the equivalent 
employees at the project during a year in excess of the number of equivalent base year 
employees; or (2) the number of equivalent new employees. 
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A new employee is an employee hired after the base year or transferred into Nebraska after the 
base year who earns the required wage. 

The number of equivalent employees is calculated using the number of hours paid in the year. 
One equivalent employee is equal to 40 hours per week for the entire year.  

Average annual wage means the taxable wages paid to new employees at the project divided by 
the number of equivalent employees that make up these wages. 

The credit percentage ranges from three percent to six percent depending on the average annual 
wage paid to new employees. 

• Tier	6.	In each year of the entitlement period, the compensation credit is equal to ten 
percent times the taxable compensation of all non-base year employees. 

The compensation credit may be used for a sales and use tax refund, an income tax refund, a 
withholding tax credit refund, or for Tier 6, a real property tax credit reimbursement. 

Personal	Property	Tax	Exemption

• Tier	4.	A taxpayer may claim a personal property tax exemption on four types of property 
acquired after the date of application: 

1. Turbine powered aircraft;

2. Computer systems and specific peripherals that require environmental controls;

3. Business equipment involved directly in the processing of agricultural products; and

4. Distribution facility equipment used to store and move product. 

Turbine powered aircraft may be exempted from the first January 1 following the date of 
acquisition of the property through the ninth calendar year after the project attains the minimum 
required investment level of $10 million in new investment and 100 new, FTE employees. The 
aircraft may not be used to transport an elected official, or for fundraising for an elected official.

The computer systems and specific peripherals, agricultural processing equipment, and 
distribution facility equipment may be exempted from the first January 1 following the end of the 
year during which the required levels were exceeded and the next nine calendar years.

• Tiers	2	and	5.	The property tax exemption on computer systems and specific peripherals 
is only available to a taxpayer who has a project for an Internet web portal or a 
data center. 

Computer systems and specific peripherals that require environmental controls of temperature 
and power may be exempted from the first January 1 following the end of the year during which 
the required levels were exceeded and the next nine calendar years.   

• Tier	6.	A taxpayer may claim a personal property tax exemption on any personal property 
at the project and on turbine powered aircraft acquired after the date of application. 

All personal property at the project may be exempted from the first January 1 following the end 
of the year during which the required levels were exceeded and the next nine calendar years.

Turbine powered aircraft, acquired after the date of application, may be exempted from the first 
January 1 following the date of acquisition of the property through the ninth year after the project 
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attains the minimum required investment and new FTE employee levels. The aircraft may not be 
used to transport an elected official, or for fundraising for an elected official.

Sales	and	Use	Tax	Refund

This is a refund of Nebraska and local sales and use taxes paid on otherwise non-refundable 
purchases.  For Tiers 1, 2, 3, and 4, the purchases must be used at the project.  For Tier 6, the 
purchases may be used anywhere in Nebraska. The credits used for a sales and use tax refund 
must be earned in a prior tax year.  

If the refund for a single locality is more than $25,000, the locality will be notified in advance 
and the payment of the local tax will be delayed.

Income	Tax	Refund

Credits may be used to reduce the income tax liability of the taxpayer’s entire unitary group. The 
credits used for an income tax refund may be earned in a prior year or the current year. 

Credits earned by a partnership, S corporation, limited liability company, cooperative, limited 
cooperative association, or an estate or trust may be distributed in the same ratio as income. The 
recipient of the distributed credit may use the credit to reduce their income tax liability from the 
year of distribution through the end of the entitlement period or carryover period, whichever is 
later.

Withholding	Tax	Refund

• Tiers	1,	2,	3,	and	4.	Compensation credits may be used to receive a refund of, or to 
reduce the taxpayer’s payroll withholding tax liability, attributable to the number of new 
employees at the project, excluding compensation in excess of $1 million paid to any one 
employee.

• Tier	6.	Compensation credits may be used to receive a refund of, or to reduce the 
taxpayer’s payroll withholding tax liability, attributable to all employees at the project 
other than base-year employees, excluding compensation in excess of $1 million paid to 
any one employee. 

The credits used for a withholding tax refund must be earned in a prior tax year.  

Real	Property	Tax	Reimbursement

• Tier	6.	The credits may be used for a reimbursement from the State equal to real property 
taxes due after the year the project met the minimum required levels of investment and 
employment through the end of the carryover period on investment made after the date of 
application. 

The credits used for a real property tax reimbursement must be earned in a prior tax year.
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Benefits by Application Level:

Audit and Review Procedures:
Application

A taxpayer submits an application with supporting documents, including an application fee, to 
the Nebraska Department of Revenue (Department).  Each application is reviewed to ensure that 
the applicant is an eligible taxpayer, and that the plan relates to a qualifying business activity at 
interdependent locations.

Audit

When the taxpayer notifies the Department that it has reached the qualification levels, an audit 
is conducted to confirm the attainment of the minimum required levels of investment and 
employment, verification of the credits earned in the attainment period, and the accuracy of the 
initial direct sales and use tax refund. The Department reviews annual filings for claimed tax 
benefits for reasonableness. The Department conducts periodic maintenance audits of selected 
taxpayers and projects to ensure that projects have continued to comply with the minimum levels 
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of investment and employment necessary for the selected Tier, and to verify the propriety of the 
credits reported and benefits received. The confirmation of attainment of the minimum required 
levels of new investment and employment required for the property tax exemption may be 
done as part of the original qualification audit for Tier 4, or as part of a maintenance audit of a 
subsequent year.

Claims	for	Benefits

The taxpayer files claims for sales and use tax paid during the entitlement and carryover periods. 
All claims are reviewed to confirm the proper payment of tax on items eligible for benefits. The 
review of the claim may involve testing of certain transactions based on dollar scopes or issues. 

The taxpayer must file a claim for the personal property tax exemption on or before May 1 with 
the Tax Commissioner, on a Form 5725X, with a copy of the form filed with the county assessor 
in which the property is located. The Department determines whether the taxpayer is eligible 
for the exemption based on whether or not the required levels of investment and employment 
have been met, and whether or not the property falls within the classes of exempt personal 
property. A Tier 6 taxpayer may elect to use credits for a reimbursement of property taxes paid 
on real property purchased or leased after the date of application and used at the project. Prior to 
approving the reimbursement, the Department will confirm the required payment was made to 
the county.

The taxpayer files Nebraska income tax and withholding returns claiming the use of credits as 
an offset of all, or a portion, of the taxes due. The Department will review and approve the credit 
usage. The Department also reviews or audits the information to ensure that credits were only 
used as an offset against the withholding attributable to the appropriate employees.
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Comparison of Nebraska Tax Incentive Programs
to those Available in Other States

Reporting Neb. Rev. Stat. § 77-5731(7)

States offer many types of tax incentives for businesses. This table summarizes tax incentives 
in states that somewhat follow the Nebraska model of granting tax incentives. For example, 
qualification for tax incentives is not dependent upon the location of a project in an enterprise 
zone or other limited geographic area. Thus, states that offer jobs or investment credits to 
businesses, but only to those who locate in a limited area, are not counted. States that offer 
tax incentives, but have different qualification levels depending upon geography, are counted 
provided that a project could qualify, at some level, in every part of the state.

States may also limit qualification for incentives to targeted industries. Nebraska does this, and 
the table counts those states where incentives are limited only to targeted activities. Finally, 
Nebraska refunds the sales and use tax on qualified investments, but some states refund only 
a portion of the tax. These states are counted as having a refund. Some states have broader 
sales and use tax exemptions than Nebraska, but do not provide a refund of any taxes paid. Tax 
exemptions are outside the scope of this report, and states are not counted if they do not provide 
at least a partial refund of sales and use taxes paid on qualified investment.
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Nebraska Advantage Act
Application Activity
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Nebraska Advantage Act
Agreements Signed from 2007 – 2010

Reporting Neb. Rev. Stat. § 77-5731(2)
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Nebraska Advantage Act
Principal Business Activity Codes and
Application Tier of Signed Agreements

Reporting Neb. Rev. Stat. § 77-5731(3)(a)

For taxpayers with signed agreements, the following table shows the incentive options selected 
by industry group. The industry groupings are based on the Principal Business Activity (PBA) 
codes currently being used by the Internal Revenue Service (IRS).

Principal Business Activity Codes and Application Tier of Signed Agreements
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Nebraska Advantage Act
Summary of Benefits Approved

Reporting Neb. Rev. Stat. § 77-5731(3)

Through December 31, 2010, there were 21 applicants with qualified projects.
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Nebraska Advantage Act
Benefits Used through 2010
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Nebraska Advantage Act
Benefits Approved by Industry

2010
Reporting Neb. Rev. Stat. § 77-5731(3)
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Nebraska Advantage Act
Benefits Approved by Industry

Cumulative (2008-2010)
Reporting Neb. Rev. Stat. § 77-5731(3)
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Nebraska Advantage Act
Personal Property Value Exempted

by Type, by County
Reporting Neb. Rev. Stat. § 77-5731(3)(o)
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Nebraska Advantage Act
Project-specific Benefits Summary

Reporting Neb. Rev. Stat. § 77-5731(6) and § 77-5731(7)

Project-specific Summary (2010)
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Projected Revenue Gains and (Losses)
of the Nebraska Advantage Act

for Tax Years 2010-2022, by Fiscal Year
Reporting Neb. Rev. Stat. § 77-5731(l)

Incentive tax credits (ITC) can influence the Nebraska economy positively, and those economic effects can, in turn, 
impact state revenue. Using a Computable General Equilibrium (CGE) model, the fiscal impacts of the program are 
estimated over the next ten years. This estimate is based upon completed and ongoing LB 775 projects, and ongoing 
Nebraska Advantage Act projects. These assumptions will be modified in the future with experience gained from 
Nebraska Advantage Act projects.
To analyze the fiscal impact of the tax credits, the dynamic Tax Revenue Analysis In Nebraska (TRAIN) model, a 
custom-built Nebraska CGE model, is used.1 With TRAIN, the Nebraska economy is divided into 74 distinct sectors 
in order to explicitly trace economic flows. The TRAIN model is constructed based on Walrasian general equilibri-
um theory, which assumes all markets adjust through price changes, so the TRAIN analysis works well for analyzing 
structural changes and their consequences in the long run, but not for dealing with short-term fluctuations.
TRAIN details state government sectors in order to capture the sensitivity of state government revenue and expen-
diture flows. TRAIN calculates most tax impacts within the model, without requiring additional calculations outside 
the model to obtain final results. This allows the researcher to avoid rigid assumptions that may deliver vague 
results. 
TRAIN mathematically expresses the Nebraska economy with over 1,300 equations and a social accounting matrix 
(SAM) database. It has 28 industrial sectors, two factor sectors, an investment sector, nine household sectors, 33 
government sectors, and a rest-of-world sector.
The critical assumption when constructing a general equilibrium model is that the initial condition of the economy is 
in equilibrium. Therefore, the model is constructed so that its equilibrium replicates observed data in the base year. 
The date for TRAIN is the latest SAM and parameters. The estimate of tax credits used is based on the history of the 
LB 775 program, and the first use of credits under Nebraska Advantage. 
Future revenue gains and (losses) due to Nebraska’s tax incentive programs are estimated based on the analysis of 
historical LB 775 and Nebraska Advantage Act data, national forecasting analysis, and the TRAIN model. The pos-
sible revenue losses by tax credit claims are estimated mainly based on the analysis of LB 775 projects that includes 
178 completed and 251 active projects, and nine active Nebraska Advantage Act projects. The LB 775 and Nebraska 
Advantage Act data contain information about the amount of earned tax credits, the amount of credit used by tax 
types, the amount of qualified investments, and the number of jobs. These data provide reliable indicators for future 
Nebraska Advantage Act tax credit claims. Because industrial investment associated with tax credit is influenced by 
the business cycle, US macroeconomic forecasts from IHS Global Insight are adapted for projecting business activ-
ity that generates the earning and use of incentive tax credits.
The table below provides two estimates of employment due to the Nebraska Advantage Act. The first, labeled “Esti-
mated Number of New Jobs for Qualifying Tax Credits,” is an estimate of the number of FTE jobs that will be used 
to qualify for tax credits by year. The second estimate, “Estimated Net New Economic Job Increases (Decreases),” is 
an estimate of the total number of new jobs created as a result of Nebraska Advantage Act program investment. This 
number is smaller than the first number, which represents more of an accounting number of employees at a project, 
because a number of these jobs would have occurred without the incentive tax credits under the Nebraska Advantage 
Act. The second number includes both direct and indirect employment in Nebraska. That is, it includes both the di-
rect new economic jobs at the projects and the indirect new jobs throughout the Nebraska economy that are created 
to support the new investment and direct employment due to the Nebraska Advantage Act.

1A more detailed description of the TRAIN model is available upon request.
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Reporting Requirements, Neb. Rev. Stat. § 77-27,195
Description of Benefits
Summary of Qualifying Activity 
Project-specific Benefits Approved
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Nebraska Advantage
Rural Development Act

Reporting Requirements

Neb Rev. Stat. § 77-27,195 provides:
(1)  The Tax Commissioner shall prepare a report identifying the amount of investment in 
this state and the number of equivalent jobs created by each taxpayer claiming a credit pursu-
ant to the Nebraska Advantage Rural Development 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, through March 15, 2006, for all credits allowed during the previous calendar year. The 
report shall be issued on or before July 15 of each year beginning with July 15, 2007, for all 
credits allowed during the previous calendar year.

(2)  Beginning with applications filed on or after January 1, 2006, except for livestock mod-
ernization or expansion projects, the report shall provide information on project-specific total 
incentives used every two years for each approved project and shall disclose

(a) the identity of the taxpayer, 

(b) the location of the project, and 

(c) the total credits used and refunds approved during the immediately preceding two 
years expressed as a single, aggregated total. 

The incentive information required to be reported under this subsection shall not be reported 
for the first year the taxpayer attains the required employment and investment thresholds. 
The information on first-year incentives used shall be combined with and reported as part 
of the second year. Thereafter, the information on incentives used for succeeding years shall 
be reported for each project every two years containing information on two years of credits 
used and refunds approved. The incentives used shall include incentives which have been ap-
proved by the Department of Revenue, but not necessarily received, during the previous two 
calendar years.

(3) For livestock modernization or expansion projects, the report shall disclose

(a) the identity of the taxpayer, 

(b) the total credits used and refunds approved during the preceding calendar year, and 

(c) the location of the project.

(4) No information shall be provided in the report that is protected by state or federal confi-
dentiality laws. 
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Nebraska Advantage
Rural Development Act
Description of Benefits

General Information:
The Nebraska Advantage Rural Development Act requires a taxpayer involved in a qualifying 
business to file an application with the Department. There are three different application levels 
under Nebraska Advantage Rural Development: Level 1, Level 2, and Livestock Modernization.

Application Information:
An application may be filed on or after the first day of the tax year. The application requests 
the total amount of expected credits for additional investment and employment in the year the 
application is filed and the following tax year. There is a statutory limit on the total benefits that 
may be approved for a calendar year. The requested benefits are applied to the limit in the order 
in which the complete applications were filed.

• Application for Nebraska Advantage Rural Development Level 1
• Application for Nebraska Advantage Rural Development Level 2
• Application for Nebraska Advantage Livestock Modernization 

For applications filed on or after October 1, 2009, taxpayers must utilize E-verify to 
verify that all new employees are legally able to work in the United States, as required by 
Neb. Rev. Stat. § 77-27,188.03.

Rural Development Act Available Funds and Requested Benefits:
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Requirements by Application Level:
Level	1.	Project applications under Level 1 require a plan of expansion that includes a minimum 
of two new full-time equivalent (FTE) employees who are paid at least the minimum required 
wage, and $125,000 of net, new investment. The expansion must occur in a county with a 
population of less than 15,000 inhabitants, in an enterprise zone, a village, or an eligible census 
tract. Level 1 applications were first accepted for tax years beginning on or after January 1, 2006. 
Level	2.	Project applications under Level 2 require a plan of expansion that includes a minimum 
of five new FTE employees who are paid at least the minimum required wage, and $250,000 
of net, new investment. The expansion must occur in a county with a population of less than 
25,000 inhabitants, in an enterprise zone, or a city of second class. Level 2 applications were first 
accepted for tax years beginning on or after January 1, 2004.
Livestock	Modernization.	Livestock Modernization is defined as the construction, 
improvement, or acquisition of depreciable buildings, facilities, or equipment for livestock 
housing, confinement, feeding, production, and waste management. The project must have a net, 
new investment of at least $50,000. The expansion may occur in any county in Nebraska.  There 
is no employment increase required. Livestock Modernization project applications were first 
accepted as of January 1, 2007.

Benefits by Application Level:
Level	1	and	Level	2.	If the Level 1 or Level 2 taxpayer reaches and maintains the required levels 
of investment and employment, it is eligible for a $3,000 credit for each new FTE employee, and 
a $2,750 credit for each $50,000 net gain in qualified investment. The credits may be used: to 
obtain a refund of state sales and use taxes paid; against the income tax liability of the taxpayer; 
or as a refundable credit claimed on the income tax return of the taxpayer.
Livestock	Modernization.	If the Livestock Modernization taxpayer reaches and maintains the 
required level of investment, it is eligible to earn credits at 10% of investment. Each project is 
limited to a maximum of $30,000 in credits. The credits may be used: to obtain a refund of state 
sales and use taxes paid; against the income tax liability of the taxpayer; or as a refundable credit 
claimed on the income tax return of the taxpayer. 
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Nebraska Advantage
Rural Development Act

Summary of Qualifying Activity
Reporting Neb. Rev. Stat. § 77-27,195(1)

Rural Development Business Activity through 2010
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Rural Development Business Activity Approved in 2010
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Nebraska Advantage Rural Development Act
Project-specific Benefits Approved

Reporting Neb. Rev. Stat. § 77-27,195
Level 1 and Level 2 Project-specific Total Tax Incentives Used in 2009-2010

Livestock Modernization Project-specific Total Tax Incentives Used in 2010
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Reporting Requirements, Neb. Rev. Stat. § 77-5907
Description of Benefits
Analysis of Nebraska Advantage Microenterprise Tax 
Credit Act
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Nebraska Advantage
Microenterprise Tax Credit Act

Reporting Requirements

Neb. Rev. Stat. § 77-5907 provides:

The Tax Commissioner shall prepare a report identifying the following aggregate amounts for the 
previous calendar year: 

(1) The amount of projected employment and investment anticipated by taxpayers receiving 
tentative tax credits and the tentative tax credits granted; 

(2) the actual amount of employment and investment made by taxpayers that were granted 
tentative tax credits in the previous calendar year; 

(3) the tax credits used; and

(4) the tentative tax credits that expired.

The report shall be issued on or before July 15, 2007, and each July 15 thereafter. No information 
shall be provided in the report that is protected by state or federal confidentiality laws. 
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Nebraska Advantage
Microenterprise Tax Credit Act

Description of Benefits

General Information:

The Nebraska Advantage Microenterprise Tax Credit Act allows an individual actively involved 
in the day-to-day activities of a microbusiness, which is located in a distressed area, to apply for 
tax credits. 

Application Process and Benefits Received:
The individual actively involved in the microbusiness must file an application, which describes 
their involvement, the expected investment or employment growth, and the tentative tax credits 
for the year of application and the following year. Each individual, and any related parties, are 
limited to a $10,000 lifetime tax credit. 

Applications requesting up to $2 million may be authorized for each calendar year.

The individual earns a refundable income tax credit equal to 20% of the microbusiness’ new 
investment or employment, not to exceed the amount of tentative tax credits approved based on 
the application. New investment is an increase in purchases of buildings and depreciable assets, 
repairs and maintenance, advertising, legal, or professional services in the year of application and 
the following year, as compared to the year prior to application. New employment is an increase 
in employee compensation and the employer cost of health insurance in the year of application 
and the following year, as compared to the year prior to application. The individuals claim the 
tax credit when filing their Nebraska income tax return.

Employment Criteria

The microbusiness must have five or fewer full-time equivalent (FTE) employees at the 
time of application to participate in the Nebraska Advantage Microenterprise Tax Credit 
Act. For applications filed on or after October 1, 2009, taxpayers must utilize E-verify to 
verify that all new employees are legally able to work in the United States, as required by 
Neb. Rev. Stat. § 77-5908.  

Location Criteria

The microbusiness must be located at a site which meets the statutory requirements related to 
population decline or per capita income level. All locations in the state are eligible other than 
portions of Washington and Lancaster counties. 
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Analysis of Nebraska Advantage
Microenterprise Tax Credit Act

Reporting Neb. Rev. Stat. § 77-5907
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Reporting Requirements, Neb. Rev. Stat. § 77-5807
Description of Benefits
Summary of Benefits Approved
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Nebraska Advantage
Research and Development Act

Reporting Requirements

Neb. Rev. Stat. § 77-5807 provides:

Beginning July 15, 2007, and each July 15 thereafter the Tax Commissioner shall prepare a 
report stating the total amount of credits claimed on income tax returns or as refunds of sales and 
use tax during the previous calendar year.

No information shall be provided in the report that is protected by state or federal confidentiality 
laws.
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Nebraska Advantage
Research and Development Act

Description of Benefits

General Information:

The Nebraska Advantage Research and Development tax credit is available for tax years 
beginning on or after January 1, 2006.  A business firm, which incurs research and development 
expenditures, is eligible for a Nebraska tax credit.  If the firm does business within and without 
Nebraska, the federal tax credit must be apportioned before calculating the Nebraska tax credit. 

No business firm may claim the credit for the first time in a tax year beginning after 
December 31, 2015.

Description of Benefits:

The research and development tax credit may be claimed by a business firm for five years.

Tax	Year	2006.	A business firm which incurs research and development expenditures, as defined 
in §174 of the Internal Revenue Code (IRC), may claim a tax credit equal to three percent of the 
increase in Nebraska research and development expenditures in the current year, as compared to 
the average of the expenditures in the two years prior to first claiming the tax credit.

Tax	Years	2007	and	2008.	A business firm which incurs research and development expenditures, 
as defined in §174 of the IRC, may claim a credit equal to 15 percent of the federal tax credit 
allowed. 

Tax	Years	2009	and	Later.	A business firm which incurs research and development 
expenditures, as defined in §174 of the IRC, may claim the enhanced research credit of 35 
percent for research activity on the campus of a college or university in Nebraska, and a credit 
equal to 15 percent of the federal tax credit allowed for activities that are not on-campus.

For credits claimed in a tax year beginning on or after January 1, 2009, taxpayers must utilize 
E-verify to verify that all new employees are legally able to work in the United States, as 
required by Neb. Rev. Stat. § 77-5808. 
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Nebraska Advantage
Research and Development Act
Summary of Benefits Approved

Reporting Neb. Rev. Stat. § 77-5807

The tax credit may be used:

• To obtain a refund of state sales and use taxes paid; 

• Against the income tax liability of the taxpayer; or 

• As a refundable credit claimed on the income tax return of the taxpayer.  

Tax Credits Approved
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Reporting Requirements, Neb. Rev. Stat. § 77-4110
Description of Benefits
Active Signed Agreements
Summary of Benefits Approved
Industry Group Detail: 

Principal Business Activity Codes and Application Option of 
Projects with Active Signed Agreements
Analysis of Credits (2010 and Cumulative through 2010)
Analysis of Sales and Use Tax Refunds (2010 and Cumulative 
through 2010)
Analysis of Sales and Use Tax Refunds - Approved Refunds Net 
of Recapture, by Year and Cumulatively
Investment in Qualified Property, by Year and Cumulatively
Number of FTE Jobs Created
Total Number Employed by Qualified Applicants
Average Salary of New Employees (2010 and Cumulative 
through 2010)

Estimate of Personal Property Value Exempted Under the Employment 
and Investment Growth Act
Projected Revenue Gains or (Losses) of Employment and Investment 
Growth Act, Quality Jobs Act, and Invest Nebraska Act for Tax Years 
2010-2022 Projects by Fiscal Year
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Employment and Investment Growth Act
Reporting Requirements

Neb. Rev. Stat. § 77-4110 provides:

(1) The Tax Commissioner shall submit an annual report to the Legislature no later than July 
15 of each year.

(2) The report shall list 

(a) the agreements which have been signed during the previous calendar year, 

(b) the agreements which are still in effect, 

(c) the identity of each taxpayer, and 

(d) the location of each project.

(3) The report shall also state by industry group 

(a) the specific incentive options applied for under the Employment and Investment 
Growth Act, 

(b) the refunds allowed on the investment, 

(c) the credits earned, 

(d) the credits used to reduce the corporate income tax and the credits used to reduce the 
individual income tax, 

(e) the credits used to obtain sales and use tax refunds,

(f) the number of jobs created, 

(g) the total number of employees employed in the state by the taxpayer on the last day 
of the calendar quarter prior to the application date and the total number of employees 
employed in the state by the taxpayer on subsequent reporting dates, 

(h) the expansion of capital investment, 

(i) the estimated wage levels of jobs created subsequent to the application date, 

(j) the total number of qualified applicants, 

(k) the projected future state revenue gains and losses, 

(l) the sales tax refunds owed to the applicants, 

(m) the credits outstanding, and 

(n) the value of personal property exempted by class in each county.

(4) No information shall be provided in the report that is protected by state or federal 
confidentiality laws.
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Employment and Investment Growth Act
Description of Benefits

General Information:
The Employment and Investment Growth Act (LB 775) allows a taxpayer involved in a qualified 
business to earn and use benefits for investment and employment growth. There are three options 
that have varying requirements for investment and employment and for benefits.

Application Information:

No new Employment and Investment Growth Act applications could be filed after 
December 31, 2005.

Application Options:
Each of the options requires a stated increase in the investment and employment levels by the end 
of the attainment period. 

The increase in investment is equal to the value of qualified property placed in service at the 
project after the date of application. Qualified property means any tangible property of a type 
subject to depreciation, amortization, or other recovery under the Internal Revenue Code of 1986, 
as amended, or the components of such property, that will be located and used at the project or at 
the residence of a teleworker working in Nebraska. Qualified property does not include aircraft, 
barges, motor vehicles, railroad rolling stock, or watercraft or property rented to another person.

The increase in employment is equal to the number of new full-time equivalent (FTE) employees 
at the project. The number of new, FTE employees is calculated using the number of hours paid 
in the year. One FTE employee is equal to 40 hours per week for the entire year. A taxpayer in a 
qualified business may file an application electing one of the following options:

•	 $20	Million	in	Investment

•	 $3	Million	in	Investment	and	30	FTE	Employees.	One	FTE	is	equal	to	40	times	the	
number of weeks in a year. 

•	 $10	Million	in	Investment	and	100	FTE	Employees.	A	taxpayer	applying	under	this	option	
has	a	two-part	agreement.	When	the	project	attains	the	minimum	required	levels	of	$3	
million investment in qualified property and 30 FTEs, the project is eligible for all benefits 
of	a	$3	million	and	30	FTE	project.	When	the	project	attains	the	$10	million	and	100	
FTEs, the taxpayer is also eligible for certain property tax exemptions. 

Description of Time Periods:
Year

Year means the federal taxable year of the taxpayer.

Base Year

The base year is the year immediately preceding the year during which the application was filed.
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Attainment Period

The attainment period is the number of years, including the year of application, in which the 
taxpayer must meet the minimum levels of investment and employment required for benefits. All 
options must meet the minimum required levels within seven years.

Entitlement Period

The entitlement period is the time period within which the taxpayer generally can both earn and 
use incentives. This period includes the year the taxpayer meets the minimum chosen levels of 
investment and employment, and the next six years.

Carryover Period

During the carryover period, no additional credits are earned, but unused credits earned before 
the end of the entitlement period may be used. The carryover period begins the year after the end 
of the entitlement period and ends at the end of the eighth year after the entitlement period.

Description of Benefits:
Benefits by Application Level

Direct Refund

A direct refund is the refund of Nebraska and local sales and use taxes paid on the purchase 
of qualified property for use at the project, or on the purchase or lease of aircraft for use in 
connection with the project, which is placed in service during the attainment and entitlement 
periods.  The aircraft may not be used to transport an elected official, or for fundraising for an 
elected official.

Qualified property is any tangible property of a type subject to depreciation, amortization, or 
other recovery under the Internal Revenue Code of 1986, or the components of such property, that 
will be used at the project. Qualified property does not include aircraft, barges, motor vehicles, 
railroad rolling stock, watercraft, or property that is rented to another person. 



53

Investment Credit
Investment credit is a credit equal to ten percent of the investment made in qualified property 
at the project during the attainment or entitlement periods.  The credit on qualified property 
placed in service, from date of application through the end of the tax year in which the minimum 
required levels are met, is earned in the qualification year.  A credit is also earned on qualified 
property placed in service in other years of the entitlement period.
Investment credits may be used for a sales and use tax refund or an income tax refund.
Compensation Credit
For each year of the entitlement period, the compensation credit is equal to five percent times 
the increase in compensation at the project. The increase in compensation is equal to the taxable 
compensation of resident employees and base-year employees at the project in the current 
year minus the average compensation at the project in the year times the number of base-year 
employees.
The compensation credit may be used for a sales and use tax refund or an income tax refund.
Personal	Property	Tax	Exemption
A taxpayer may claim a personal property tax exemption on three types of property acquired 
after the date of application:

1. Turbine powered aircraft; 
2. Computer systems and specific peripherals that require environmental controls of 

temperature and power; and 
3. Business equipment involved directly in the processing of agricultural products. 

The aircraft may not be used to transport an elected official, or for fundraising for an elected 
official.
Turbine powered aircraft may be exempted from the first January 1 following the date of 
acquisition of the property through the sixteenth December 31 after the filing of the application.
The computer systems and peripherals and agricultural processing equipment may be exempted 
from the first January 1 following the end of the year during which the required levels were 
exceeded through the sixteenth December 31 after the filing of the application.
Sales	and	Use	Tax	Refund
This is a refund of Nebraska and local sales and use taxes paid on otherwise non-refundable 
purchases used at the project.  The credits must be earned in a prior tax year and can be used 
during the entitlement and carryover periods.  
Income	Tax	Refund
Credits may be used to reduce the income tax liability of the taxpayer’s entire unitary group. The 
credits may be used in the year earned and are available during the entitlement and carryover 
periods.
Credits earned by a partnership, limited liability company, a subchapter S corporation, or an 
estate or trust may be distributed in the same ratio as income. The recipient of the distributed 
credit may use the credit to reduce their income tax liability from the year of distribution through 
the end of the carryover period.
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Employment and Investment Growth Act
Active Signed Agreements

Reporting Neb. Rev. Stat. § 77-4110(2)
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Employment and Investment Growth Act
Summary of Benefits Approved

Reporting Neb. Rev. Stat. § 77-4110(3)
Through December 31, 2010, there were 443 qualified projects.
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Employment and Investment Growth Act
Principal Business Activity Codes and Application Option

of Projects with Active Signed Agreements
Reporting Neb. Rev. Stat. § 77-4110(3)(a)
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Employment and Investment Growth Act
Analysis of Credits (2010)

Reporting Neb. Rev. Stat. § 77-4110(3)(c), 77-4110(3)(d), 77-4110(3)(e), and 77-4110(3)(m)
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Analysis of Credits by Industry Group
(Cumulative Through 2010)
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Employment and Investment Growth Act
Analysis of Sales and Use Tax Refunds (2010)

Reporting Neb. Rev. Stat. § 77-4110(3)(b), 77-4110(3)(e), and 77-4110(3)(l)
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Analysis of Sales and Use Tax Refunds
by Industry Group (Cumulative Through 2010)
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Employment and Investment Growth Act
Analysis of Sales and Use Tax Refunds –

Approved Refunds Net of Recapture,
by Year and Cumulatively 

Reporting Neb. Rev. Stat. § 77-4110(3)(b), 77-4110(3)(e), and 77-4110(3)(l)
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Employment and Investment Growth Act
Investment in Qualified Property,

by Year and Cumulatively 
Reporting Neb. Rev. Stat. § 77-4110(3)(h)
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Employment and Investment Growth Act
Number of FTE Jobs Created

Reporting Neb. Rev. Stat. § 77-4110(3)(f)



73

Employment and Investment Growth Act
Total Number Employed by Qualified Applications

(2010)
Reporting Neb. Rev. Stat. § 77-4110(3)(g)
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Employment and Investment Growth Act
Average Salary of New Employees (2010)

Reporting Neb. Rev. Stat. § 77-4110(3)(i)
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Employment and Investment Growth Act
Average Salary of New Employees, by Industry Group

(Cumulative through 2010)
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Employment and Investment Growth Act
Estimate of Personal Property Value Exempted

Reporting Neb. Rev. Stat. § 77-4110(3)(n)

Property Tax Benefit:

When	a	company	applies	for	LB	775	benefits	under	the	$10	million	investment	and	100	FTE	op-
tion, a personal property tax exemption is available on:

•	 Turbine-powered	aircraft	used	in	connection	with	the	project.

The Department conducts field reviews to verify that the companies have met the minimum of 
$10	million	investment	and	100	FTEs	to	qualify	for	the	property	tax	exemption	on	the	aircraft	
used in connection with the project and the following property used at the project:

•	 Computer	systems,	plus	certain	peripheral	components	connected	to	such	computers;	and

•	 Personal	property,	which	is	business	equipment	located	in	a	single	project	involved	direct-
ly in the manufacture or processing of agricultural products. 

The following tables show the value of personal property exempted for 2010, and cumulatively for 
tax years 1988-2010.

Estimate of Personal Property Value Exempted
by Class in Each County

(Tax Year 2010)
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Personal Property Exemption by County
(Tax Year 2010)

Personal Property Exemption by County
(Cumulative for Tax Years 1988 – 2010)
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Estimate of Personal Property Value Exempted by Class in Each County
(Cumulative for Tax Years 1988 – 2010)
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Projected Revenue Gains or (Losses) of Employment and Investment 
Growth Act, Quality Jobs Act, and Invest Nebraska Act

for Tax Years 1987-2021 Projects by Fiscal Year1

Reporting Neb. Rev. Stat. § 77-4110(3)(k)

Incentive tax credits (ITC) can influence the Nebraska economy positively, and those economic effects 
can, in turn, impact state revenue. Using a Computable General Equilibrium (CGE) model, the fiscal 
impacts of the program are estimated over the next ten years. This estimate is based upon completed and 
ongoing LB 775 projects.

To analyze the fiscal impact of the tax credits, the dynamic Tax Revenue Analysis In Nebraska (TRAIN) 
model, a custom-built Nebraska CGE model, is used.1 With TRAIN, the Nebraska economy is divided 
into 74 distinct sectors in order to explicitly trace economic flows. The TRAIN model is constructed 
based on Walrasian general equilibrium theory, which assumes all markets adjust through price changes, 
so the TRAIN analysis works well for analyzing structural changes and their consequences in the long 
run, but not for dealing with short-term fluctuations.

TRAIN details state government sectors in order to capture the sensitivity of state government revenue 
and expenditure flows. TRAIN calculates most tax impacts within the model, without requiring additional 
calculations outside the model to obtain final results. This allows the researcher to avoid rigid assump-
tions that may deliver vague results.

TRAIN mathematically expresses the Nebraska economy with over 1,300 equations and a social account-
ing matrix (SAM) database. It has 28 industrial sectors, two factor sectors, an investment sector, nine 
household sectors, 33 government sectors, and a rest-of-world sector.

The critical assumption when constructing a general equilibrium model is that the initial condition of the 
economy is in equilibrium. Therefore, the model is constructed so that its equilibrium replicates observed 
data in the base year. The data for TRAIN are the latest SAM and parameters. The estimate of tax credits 
used is based on the history of the LB 775 program. 

Future revenue gains and (losses) due to LB 775 are estimated based on the analysis of historical LB 
775 data, national forecasting analysis, and the TRAIN model. Possible revenue losses by tax credits 
claimed are estimated based on the analysis of LB 775 projects that includes 178 completed and 251 ac-
tive projects. The LB 775 data contain information about the amount of earned tax credits, the amount of 
credit used by tax types, the amount of qualified investments, and the number of jobs. These data provide 
reliable indicators for future tax credit claims. Because industrial investment associated with tax credit is 
influenced by the business cycle, US macroeconomic forecasts from IHS Global Insight are adapted for 
projecting business activity that generates the earning and use of incentive tax credits.

The table below provides two estimates of employment due to LB 775. The first, labeled “Estimated 
Number of New Jobs for Qualifying Tax Credits,” is an estimate of the number of FTE jobs that will be 
used to qualify for tax credits by year. The second estimate, “Estimated Net New Economic Job Increases 
(Decreases),” is an estimate of the total number of new jobs created as a result of LB 775 program invest-
ment. This number is smaller than the first number, which represents more of an accounting number of 
employees at a project, because a number of these jobs would have occurred without the incentive tax 
credits under LB 775. The second number includes both direct and indirect employment in Nebraska. 
That is, it includes both the direct new economic jobs at the projects and the indirect new jobs throughout 
the Nebraska economy that are created to support the new investment and direct employment due to LB 
775.
1A more detailed description of the TRAIN model is available upon request.
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Projected Revenue Gains or (Losses)
of Employment and Investment Growth Act,
Quality Jobs Act, and Invest Nebraska Act

for Tax Years 2010-2022 by Fiscal Year
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Reporting Requirements, Neb. Rev. Stat. § 77-27,195
Description of Benefits 
Business Activity Summary
Enterprise Zone Act
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Employment Expansion and
Investment Incentive Act 
Reporting Requirements

Neb. Rev. Stat. § 77-27,195 provided (prior to amendment by LB 608 in 2003):
Report; contents. 

(1) The Tax Commissioner shall prepare a report identifying the amount of investment in this 
state and the number of equivalent 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 July 15 of each year beginning with July 15, 2007, 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.
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Employment Expansion and Investment Incentive Act
Description of Benefits

General Information:
The Employment Expansion and Investment Incentive Act (LB 270) allowed a qualified taxpayer 
to receive refunds of sales and use taxes paid, and earn credits that may be used for Nebraska 
income tax and other sales and use taxes. In order to earn tax credits under the Employment 
Expansion and Investment Incentive Act, a company must be involved in a qualifying business 
activity, have an increase of $75,000 in qualifying investment, and two new full-time equivalent 
(FTE) employees within the taxable year.. 

Application Information:
The Employment Expansion and Investment Act was only in effect for tax years before 2004. 
This program did not require the filing of an application. A taxpayer was required to file a 
schedule with the Nebraska income tax return to claim the tax credits.

Description of Benefits:
The Employment Expansion and Investment Incentive Act provides tax credits to taxpayers who 
hired additional employees and invested in qualified property. A taxpayer can use the tax credits 
to reduce income tax liability by half, and receive refunds of Nebraska sales and use taxes paid. 
The taxpayer may distribute credits to the owners of the business entity in the same manner as 
income is distributed. The recipients can use the credits to reduce their income tax liability by 
half.

Initially, credits were established by increasing employment by at least two resident FTEs 
and making a minimum investment of $75,000 in the same year. Credits could also have been 
established by additional employee increases of at least two Nebraska resident FTEs without a 
corresponding investment increase during the next five years. A taxpayer earned $1,500 for each 
new employee and $1,000 for each increment of $75,000 in net, new investment.

The Nebraska Employment and Investment Credit Computation, Form 3800N, filed with a tax 
return is the method to report credits earned, investment made, and jobs created for employees. 

If a taxpayer failed to maintain the required levels of investment and employment for at least two 
years after the year for which the credit was first allowed, part of the used and unused credits are 
subject to recapture. During the subsequent two years, the taxpayer must repay the state one-third 
of the amount of the credit subject to recapture for each year that the taxpayer did not maintain 
the required levels. 

Any credit carryover remaining at the end of the fifth year expires.

Activity as of December 31, 2010:
Qualified investment and new jobs were reported and credits were allowed. However, to maintain 
confidentiality, no information is reported due to the small number of companies receiving 
benefits.
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Employment Expansion and Investment Incentive Act
Business Activity Summary

Reporting Neb. Rev. Stat. § 77-27,195(1)



85

Enterprise Zone Act 
Reporting Neb. Rev. Stat. § 77-27,195(2)

Incentive credits earned under the Enterprise Zone Act were based on the provisions of the 
Employment Expansion and Investment Incentive Act. The Enterprise Zone Act provided a 
higher employment credit for companies engaged in a qualifying business within the defined 
enterprise zones and employing residents of the zone. If at least 50 percent of the new employees 
resided within the enterprise zone, then the taxpayer also received additional credits for new 
investment.

The credits provided under this subsection were not to exceed $75,000 in any one tax year. In 
addition to the requirements to maintain the employment and investment levels for two years, 
taxpayers earning credits under the Enterprise Zone Act for tax years starting before January 1, 
2001 must have maintained the number of new employees residing in the enterprise zone.

The Nebraska Employment and Investment Credit Computation, Form 3800N, filed with a tax 
return is the method to report credits earned, investment made, jobs created for employees in 
total, and for residents of the zone. 

A taxpayer who earned credits in tax years before 2004 may use these credits during the five year 
carryover period.  The taxpayer must file to show maintenance of the required investment and 
employment levels for two years. 

If a taxpayer failed to maintain the required levels of investment and employment for at least two 
years after the year for which the credit was first allowed, part of the used and unused credits are 
subject to recapture. During the subsequent two years, the taxpayer must repay the state one-third 
of the amount of the credit subject to recapture for each year that the taxpayer did not maintain 
the required levels.

In 2010, taxpayers within the enterprise zones did not report any activity.
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Reporting Requirements, Neb. Rev. Stat. § 77-5542
Description of Benefits 
Active Signed Agreements
Invest Nebraska Activity as of December 31, 2010



87

Invest Nebraska Act
Reporting Requirements

Neb. Rev. Stat. § 77-5542 provides:
(1)  The Department of Revenue shall submit an annual report to the Legislature no later than 
July 15 each year.  The report shall list

(a)  the agreements which have been signed during the previous calendar year,

(b)  the agreements which are still in effect,

(c)  the identity of each company, and

(d)  the location of each project

(2)  The report shall also state by industry group

(a)  the amount of wage benefit credits and investment tax credits allowed under the 
Invest Nebraska Act,

(b)  the number of direct jobs created at the projects,

(c)  the amount of direct capital investment under the act,

(d)  the estimated wage levels of jobs created by the companies at the projects,

(e)  the estimated indirect jobs and investment created on account of the projects, and

(f)  the projected future state and local revenue gains and losses from all revenue sources 
on account of the direct and indirect jobs and investment created on account of the 
project.

(3)  No information shall be provided in the report that is protected by state or federal 
confidentiality laws.
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Invest Nebraska Act
Description of Benefits

General Information:
The Invest Nebraska Act (LB 620) allows a qualified business to receive a wage benefit credit, or 
an alternate investment credit. The Invest Nebraska Act required a separate application subject to 
approval by the Invest Nebraska Board.  The members of the board were the Governor, the State 
Treasurer, and the chairperson on the Nebraska Investment Council. 

Application Information:
No new applications could be filed after June 1, 2005.

Requirements by Application Level:
There are three levels that qualified businesses could choose from:

•	 $10	million	in	investment	in	qualified	property	and	at	least	25	new	full	time	equivalent	
(FTE) employees whose annual wage exceeds the Nebraska average annual wage. This 
option is only available for projects located outside of counties with 100,000 or more in 
population.

•	 $50	million	in	investment	in	qualified	property	and	at	least	500	new	FTE	employees,	OR	
$100	million	in	investment	and	at	least	250	new	FTE	employees.	The	new	employees’	
annual wage must exceed 110% of the Nebraska average annual wage.

•	 $200	million	investment	in	qualified	property	and	at	least	500	new	FTE	employees,	whose	
annual wage exceeds 120% of the Nebraska average annual wage.

Description of Benefits:
A company that reaches and maintains the selected levels is eligible for benefits. An eligible 
company earns a wage benefit credit from zero to five percent of the taxable wages paid to new 
employees	earning	more	than	the	required	wage	level.	A	company	selecting	the	$200	million	and	
500 FTE option may receive, in lieu of a wage benefit credit, an alternate investment tax credit of 
15 percent of the investment.

The company is to expend at least the value of the wage benefit credit, or alternate investment 
tax credit, for company training programs, employee benefit programs, educational institution 
training programs, or workplace safety programs.  

The agreement specifies the option elected and the available benefits. The wage benefit credit 
and the alternative investment tax credit may be used for up to 100% of the income tax liability. 
The	wage	benefit	credit	may	also	be	used	to	retain	a	portion	of	the	taxpayer’s	employer	payroll	
withholding tax liability.
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Invest Nebraska Act
Active Signed Agreements

Reporting Neb. Rev. Stat. § 77-5542(1)
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Invest Nebraska Activity
as of December 31, 2010

Reporting Neb. Rev. Stat. § 77-5542(2)
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Reporting Requirements, Neb. Rev. Stat. § 77-4933
Description of Benefits 
Active Signed Agreements
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Quality Jobs Act
Reporting Requirements

Neb. Rev. Stat. § 77-4933 provides:
(1)  The Department of Revenue shall submit an annual report to the Legislature no later than 
July 15 each year.  The report shall list

(a)  the agreements which have been signed during the previous calendar year,

(b)  the agreements which are still in effect,

(c)  the identity of each company, and

(d)  the location of each project

(2)  The report shall also state by industry group

(a)  the amount of wage benefit credits and investment tax credits allowed under the 
Quality Jobs Act,

(b)  the number of direct jobs created at the projects,

(c)  the amount of direct capital investment under the act,

(d)  the estimated wage levels of jobs created by the companies at the projects,

(e)  the estimated indirect jobs and investment created on account of the projects, and

(f)  the projected future state and local revenue gains and losses from all revenue sources 
on account of the direct and indirect jobs and investment created on account of the 
project.

(3)  No information shall be provided in the report that is protected by state or federal 
confidentiality laws.
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Quality Jobs Act
Description of Benefits

General Information:
The Quality Jobs Act (LB 829) allowed a qualified business to receive a wage benefit credit, or 
retain payroll withholding tax. The Quality Jobs Act required a separate application subject to 
approval by the Quality Jobs Board.  The members of the board were the Governor, the State 
Treasurer, and the chairperson of the Nebraska Investment Council. 

Application Information:
No new Quality Jobs Act applications could be filed after February 1, 2000. 

Requirements by Application Level:
There were two levels that qualified companies could choose from:

• $50 million investment in qualified property and at least 500 new full time equivalent 
(FTE) employees hired; and

• $100 million in investment in qualified property and at least 250 new FTE employees 
hired.

Benefits:
A company that reached and maintained the selected levels was eligible for a wage benefit credit.  
The company was to expend at least the value of the wage benefit credit for company training 
programs, employee benefit programs, educational institution training programs, or workplace 
safety programs.  The company’s agreement specifies whether the the election has been made 
to use the credit against the company’s income tax, or to retain a portion of the taxpayer’s 
employer’s payroll withholding tax liability as designated by the employees.  

Activity as of December 31, 2010:
Credits were allowed under LB 829; however, to maintain confidentiality, no information is 
reported.
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Quality Jobs Act
Active Signed Agreements

Reporting Neb. Rev. Stat. § 77-4933(1)




