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Summary of purpose and/or changes:
LB670 proposes the Opportunity Scholarships Act (Act). A section-by-section summary of the Act is shown below.

Section 1 introduces the Act. Section 2 provides the intent language for the Act. Section 3 is the definitions section of
the Act.

Section 4 provides the requirements for organization to become qualified as a scholarship granting organization. An
organization must apply and be certified by the Department of Revenue (Department). The Department may revoke the
certification if the scholarship granting organization fails to fulfill the requirements listed below or the requirements of
section 10 of this Act.

Required information to become certified as a scholarship granting organization is:

- The applicant is exempt from federal tax under section 501(c)(3) of the Internal Revenue Code of 1986 as amended.
- The applicant will offer one or more education scholarship programs for eligible students.
- The applicant will be able to comply with the requirements of Section 10 of this Act.
- The applicant will provide education scholarships for eligible students without limiting education scholarship availability
to only one qualified school.
- The applicant will give first priority to:

- Eligible students who received an education scholarship from an eligible scholarship granting organization during the
previous school year; and

- New applicants whose household income levels do not exceed 185% of the federal poverty level or who are in foster
care or out-of-home care.

Section 5 refers to the individual taxpayer making contributions to one or more scholarship granting organizations. An
individual taxpayer who makes one or more cash contributions to one or more scholarship granting organizations shall
be eligible for a nonrefundable tax credit. Taxpayers who are married by file separate returns may each claim one-half
of the tax credit that would have been allowed for a joint return.

The tax credit is subject to section 9 of this Act. Unused credits may be carried forward for the next 5 years. The
taxpayer may not designate all or any part of the contribution to be used for the benefit of any eligible student specifically
identified by the taxpayer.

The amount of the credit will be the lesser of:

- The total amount of such contributions made during the tax year; or
- 50% of the income tax liability of such taxpayer for the tax year.

The taxpayer may only claim a credit for the portion of the contribution that was not claimed as a charitable contribution
under the Internal Revenue Code.

Section 6 refers to partnerships, LLC's or Subchapter S corporations. Any partnership, LLC, or Subchapter S
corporation that carries on any trade or business for which deductions allowed under Section 162 of the IRC or is
carrying on any rental activity and makes one or more cash contributions to one or more scholarship granting
organizations shall be eligible for a nonrefundable tax credit.

The tax credit is subject to section 9 of this Act. Unused credits may be carried forward for the next 5 years. The
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taxpayer may not designate all or any part of the contribution to be used for the benefit of any eligible student specifically
identified by the taxpayer.

The amount of the credit will be the lesser of:
- The total amount of such contributions made during the tax year; or
- 50% of the income tax liability of such taxpayer for the tax year.

The taxpayer may only claim a credit for the portion of the contribution that was not claimed as a charitable contribution
under the Internal Revenue Code. The credit will be attributed to each partner, member, or shareholder in the same
proportion used to report income or loss for income tax purposes.

Section 7 refers to estates and trusts. An estate or trust that makes one or more cash contributions to one or more
scholarship granting organizations shall be eligible for a nonrefundable tax credit.

The tax credit is subject to section 9 of this Act. Unused credits may be carried forward for the next 5 years. The
taxpayer may not designate all or any part of the contribution to be used for the benefit of any eligible student specifically
identified by the taxpayer.

The amount of the credit will be the lesser of:
- The total amount of such contributions made during the tax year; or
- 50% of the income tax liability of such taxpayer for the tax year.

The taxpayer may only claim a credit for the portion of the contribution that was not claimed as a charitable contribution
under the Internal Revenue Code.

Section 8 refers to corporations. A corporate taxpayer that makes one or more cash contributions to one or more
scholarship granting organizations shall be eligible for a nonrefundable tax credit.

The tax credit is subject to section 9 of this Act. Unused credits may be carried forward for the next 5 years. The
taxpayer may not designate all or any part of the contribution to be used for the benefit of any eligible student specifically
identified by the taxpayer.

The amount of the credit will be the lesser of:
- The total amount of such contributions made during the tax year; or
- 50% of the income tax liability of such taxpayer for the tax year.

The taxpayer may only claim a credit for the portion of the contribution that was not claimed as a charitable contribution
under the Internal Revenue Code.

Section 9 provides details on the tax credit. A taxpayer wishing to claim a tax credit under the Act shall notify the
scholarship-granting organization of the taxpayer's intent to make a contribution and the amount to be claimed as a tax
credit. The scholarship-granting organization shall notify the Department of the intended tax credit amount.

The department shall notify the scholarship-granting organization of its determination within thirty days after receipt of
the notification. Once credits have reached the designated annual limit for any calendar year, no additional credits shall
be allowed for such calendar year.

If an amount less than the amount indicated in the natification is available for a tax credit, the department shall notify the
scholarship-granting organization of the available amount. The scholarship-granting organization shall notify the
taxpayer of the available amount within 3 business days. If the intended tax credit amount in the notification is not
available, the scholarship-granting organization shall then promptly notify the taxpayer. The department shall consider
notifications regarding intended tax credit amounts in the order in which they are received to ascertain whether the
intended tax credit amounts are within the annual limit provided in this subsection.
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To be allowed a tax credit as provided by the Act, the taxpayer shall make its contribution between 31 and 60 days after
notifying the scholarship-granting organization of the taxpayer's intent to make a contribution. The taxpayer will be given
a receipt showing the name and address of the scholarship-granting organization, the date the scholarship-granting
organization was certified by the department in accordance with section 4 of this act, the name, address, and, if
available, tax identification number of the taxpayer making the contribution, the amount of the contribution, and the date
the contribution was received.

If the contribution is not received within the required time period, it shall notify the department. The department shall no
longer include such amount when calculating whether the limit has been exceeded.

The amount of the tax credit is capped at $10 million for calendar year 2020. The amount for calendar year 2021 and
thereafter will be calculated by taking the annual limit from the prior calendar year and then multiplying such amount by:

- 125% if the intended tax credit amounts in the prior calendar year exceeded 90% of the annual limit applicable to that
calendar year; or

- 100% if the intended tax credit amounts in the prior calendar year did not exceed 90% of the annual limit applicable to
that calendar year.

The Department of Education and the Department of Revenue shall publish on their respective web sites information
identifying the annual limit when it is increased pursuant to subsection (3) of this section.

Section 10 provides the requirements for a scholarship granting organization to remain certified. To remain certified as
a scholarship granting organization, the organization is required to allocate its revenue as shown below. Revenue is
allocated when it is expended or otherwise irrevocably encumbered for expenditure.

- If the annual limit on tax credits is less than $20 million, at least 90% of its revenue will be for education scholarships
and no more than 10% for administrative costs; or

- If the annual limit on tax credits is $20 million or more, 95% of its revenue will be for education scholarships and no
more than 10% for administrative costs.

The percentage of funds allocated for education scholarships will be measured as a monthly average for the most recent
24 month period. A scholarship granting organization certified for less than 24 months will use the period of time the
organization has been certified.

Section 11 provides for an annual audit. Each scholarship granting organization is required to have an annual audit.
The audit must be conducted by an independent public accountant. The audit is due no later than December 1 and is to
be filed with the department. The department will electronically forward a copy of the audit to the Governor and
Legislature no later than December 31 of each year.

The audit shall include a summary description of its policies and procedures for awarding education scholarships, the
number of eligible students receiving education scholarships in the most recent fiscal year, the total amount of
contributions received for education scholarships in the most recent fiscal year, and the total amount of education
scholarships awarded in the most recent fiscal year.

Section 12 indicates the Act shall not be construed as granting any expanded or additional authority to the State of
Nebraska to control or influence the governance or policies of any qualified school that admits and enrolls students who
receive education scholarships. It does not expand or add additional authority to require any such qualified school to
admit or, once admitted, to continue the enrollment of any student receiving an education scholarship.

Section 13 gives the department the authority to adopt and promulgate rules and regulations to carry out the Act.

Section 14, Section 15, and Section 16 adds the tax credit under the Act to the sections of statute on nonrefundable tax
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credits.

Section 17 is the operative date of the Act. The Act becomes operative for all taxable years on or after January 1, 2020.

Section 18 is the Severability clause.

Section 19 is the repealer section.

Explanation of amendments:
The amendment adds two additional requirements to become certified as a scholarship granting organization. The new
requirements are:

- That the organization will limit the maximum scholarship amount awarded to any student to the
cost of tuition and fees at the qualified school of attendance; and

- That the average of the scholarship amount awarded per student does not exceed 75% of the
statewide average expenditures per formula student as defined in section 79-1003.

Lou Ann Linehan, Chairperson
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