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Memorandum 

 

To: City Council Members: 

From: Rick Peo and Steve Hubka 

Re: Occupation Tax Financing 

Date:  May 20, 2014 
 
 
Occupation tax financing (OTF) can be used by communities in Nebraska to support 
redevelopment activities that are authorized under the Nebraska Community Development Law 
(Laws 2007, LB 562).  Specifically, the proposed occupation tax can generate tax revenues 
created by growth and development in an Enhanced Employment Area to finance improvements 
within the boundaries of a redevelopment project area.  An Enhanced Employment Area must be 
a defined area within a redevelopment plan that the City Council has determined will result in at 
least 25 full time equivalent jobs and a minimum investment of over two million dollars in the 
City of Lincoln. 
 
The Great American Sports Park (GASP) is a multi-sports field and commercial redevelopment 
project.  GASP is requesting the City to authorize a 2% occupation tax on the gross receipts of 
sales and services associated with the sports fields, which comprises the Redevelopment Project 
Area and is a portion of an Enhanced Employment Area.  This is the first time the City has been 
asked to use OTF under the Nebraska Community Development Law.  However, the City has 
collected and pledged occupation taxes under other state enabling statutes to fund municipal 
purposes.  Most recently, the City collects occupation taxes on restaurants, bars, car rentals and 
hotels to help fund the Pinnacle Bank Arena. 
 
Authority to Issue Indebtedness: 

The Nebraska Community Development Law and the corresponding GASP Redevelopment 
Agreement would allow the City to issue indebtedness (bonds or notes) and use the occupation 
tax revenue generated by retail businesses within the Enhanced Employment Area to repay back 
the principal and interest on the bonds or notes.  The Redeveloper provides the City with the 
estimated occupation tax revenue to be generated by the retail businesses, which determines the 
estimated amount of the occupation indebtedness amount that can be issued.   

Under the Bond Ordinance and the GASP Redevelopment Agreement, the City Finance Director 
is authorized to determine the specifics of the indebtedness instrument and the administrative 
matters.  In turn, the Redeveloper or its lender is required to purchase the bonds or notes.  
Proceeds from the sale of the bonds or notes are set aside in a separate depository fund account.  
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Funds in this account can then be used to fund or issue grants for eligible and prioritized 
redevelopment project improvements, such as acquisition of blighted areas, site preparation, and 
construction of streets, utilities, and other public purposes. 
 
City Safeguards:  
The Nebraska Community Development Law authorizes both tax increment financing (TIF) and 
occupation tax financing (OTF).  There are many safeguard similarities between TIF and OTF 
procedures (redevelopment plan, redevelopment agreement and public notices) and indebtedness 
underwriting.  The City of Lincoln’s policies take a conservative approach.  The City is requiring 
the Redeveloper or its lender to buy the OTF bonds or notes.  Therefore, the City will not be 
responsible or liable to find the buyer of the bonds or notes. 
 
The City’s obligation to pay debt service on the bonds or notes is a limited liability of the City 
payable solely from the occupation tax revenues and not from any other City funds, general 
credit or taxing powers.  If there are any shortfalls in the anticipated occupation tax revenues 
from the retail businesses with the Enhanced Employment Area for any reason whatsoever, 
specifically including decline in taxable gross receipts, the Redeveloper and the bond or note 
purchaser is responsible for the shortfall without recourse of any kind against the City.  The 
Redevelopment Agreement and indebtedness instrument specially states that any OTF debt 
service shall not constitute a general obligation or debt of the City.  Finally, in the event the 
OTF indebtedness is not fully retired upon the maturity of twenty years, then the bond or note 
holder must forgive any remaining indebtedness.  Thus, the City is not liable for any deficiency 
or shortfall in the anticipated collection of the occupation tax revenues collected in the Enhanced 
Employment Area. 
 
Occupation Tax Collection Mechanics: 

Pursuant to state law, the Occupation Tax Ordinance (14-54) proposes a 2% occupation tax upon 
each person operating a Retail Business within the Enhanced Employment Area which comprises 
the GASP multi-sport fields.  Retail Business includes any retail or service activity where 
products are directly sold, leased or rented for any purposes. 

The occupation tax is imposed on the gross receipts resulting from the sale, lease or rental of any 
products or services within the Enhanced Employment Area, including gross receipts from the 
sale of admissions to recreational events and the sale, use, or other consumption of amounts 
charged to participate in a youth sports event, youth sports league, or youth competitive 
educational activity. 

The occupation tax will not be imposed upon the following type of transactions within the 
Enhanced Employment Area: wholesalers of alcohol beverages (53-160, Neb. Rev. Stat.); 
suppliers of motor fuel tax (Section 66-4890, 66-4,140, 66-4,145 and 66-4,146, Reissue Revised 
Statutes of Nebraska) and gasoline (Section 66-489.02, Reissue Revised Statutes of Nebraska); 
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cigarettes (Section 77-2602, Reissue Revised Statutes of Nebraska) and tobacco products 
(Section 77-4008, Reissue Revised Statutes of Nebraska); and food and food ingredients, except 
for prepared food and food sold through vending machines (Section 77-2704.24, Reissue 
Revised Statutes of Nebraska). 

Each Retail Business must file a monthly occupation tax return with the City Finance Director 
starting March 1, 2015 and ending twenty years later.  The City will charge an administrative fee 
that will cover its expenses.  The remaining balance can then be used by the City to repay the 
bond or note pursuant to the proposed Redevelopment Agreement and the Bond Ordinance.   

If a Retail Business fails to file the monthly return or make the payment of the 2% tax, the City 
Finance Director will provide written notice of the estimated occupation taxes, including interest 
of 1% per month, and a penalty equal to 10% of the estimated diligent amount.  If the taxes, 
interest and penalty are not paid, then the City Attorney may bring an action at law in any court 
in Lancaster County, Nebraska or the county where the taxpayer resides or has his or her 
principal place of business. If the Mayor or the Mayor's designee, after holding a hearing, finds 
that the taxpayer has willfully evaded payment or collection and remittance of the tax imposed 
by this Ordinance, such official may suspend or revoke any City license, permit or other 
approval held by such tax evader. 

 


