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FOR AN ACT relating to revenue and taxation; to anend sections
77- 375, 77-3, 112, 77-2701. 35, 77-2703. 04, 77-2712. 03,
77-2790, 77-27,131, 77-27,190, 77-27,192, 77-3102, 77-3903,
77-3904, 77-4105, 77-4110, 77-4933, and 77-5542, Reissue
Revi sed Statutes of Nebr aska, and sections 77-2701,
77-2701. 04, 77-2703, 77-2711, 77-2712. 05, 77- 2756,
77-27,187.01, 77-27,187.02, 77-27,188, 77-27,189, 77-5715,
77-5725, 77-5803, and 77-5904, Revised Statutes Cumulative
Suppl enent, 2006; to change and elimnate sales and use tax
provisions; to define and redefine ternms; to change
provisions relating to the streamlined sales and use tax
agr eement ; to change t ax i ncentive and reporting
requirenents laws; to define and redefine terns; to change
provisions relating to the Tax Conmissioner, disclosure of
tax information to the Auditor of Public Accounts,

wi t hhol di ng, defi ci enci es, security, nonr esi dent
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contractors, and liens; to harnobnize provisions; to provide
operative dates; to repeal the original sections; and to
outright repeal section 77-2703. 02, Revi sed St at ut es

Cunul ati ve Suppl enent, 2006.

Be it enacted by the people of the State of Nebraska,
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Section 1. Section 77-375, Reissue Revised Statutes of
Nebraska, is amended to read:

77-375. (1) The Tax Commissioner or his or her duly
aut horized representative nmay admnister oaths and conpel t he
attendance of w tnesses and require the production of records as nay
be necessary for the perfornmance of his or her responsibilities under
applicable state | aw.

(2) Any person shall conply with a witten demand of the Tax
Commi ssioner requiring the production of records notw thstanding the
confidentiality provisions of section 8-1401. The records and the
information contained thereon shall be protected pursuant to the
confidentiality provisions applicable to the Tax Conmi ssioner. Any
person disclosing information to the Tax Comm ssioner pursuant to a
demand for production of records under this subsection is inmune from
liability, civil, crimnal, or otherwise, that mght result from
di scl osing such information. The Tax Conm ssioner shall pay the costs
of provi di ng such i nformation pur suant to section 8- 1402.

(3) The Tax Conmi ssioner may adopt and pronulgate rules of
procedure for discovery, not in conflict with the laws governing
di scovery in civil cases, as nay be necessary for the performance of
hi s or her responsibilities under appl i cabl e Sstate I aw.

(4) The Tax  Conmi ssi oner shal | have access to the

information required to be reported under the New Hre Reporting Act

for the purpose of administering taxes he or she has a duty to

col l ect.
Sec. 2. Section 77-3,112, Rei ssue Revised Statutes of

Nebraska, is amended to read:
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77-3,112. (1) Notwithstanding any provision of law, the
Tax Conmi ssioner shall not approve or grant to any person or taxpayer
any tax credit or exenption for the construction of a facility or the
enpl oynent of people for the disposal in Nebraska of |owleve
radi oactive waste for which a license is required pursuant to the
Low Level Radi oactive Waste Di sposal Act.

(2) Not wi t hst andi ng____any provi sion _ of | aw, the Tax

Commi ssioner shall not approve or grant to any person any tax credit,

exenption. or refund for the enploynent of any person _who has been

renoved from the United States pursuant to proceedings initiated by

the United States Immigration and Custons Enforcenent, or other

conpetent authority, or who has been convicted in crimnal court

proceeding for offenses related to illegal inmmgration. Any benefits

that were received prior to the renpval or conviction wll be

recaptured to the extent the benefits were received based on the

enpl oynment of such persons.

Sec. 3. Section 77-2701, Revised Statutes Cunul ative
Suppl enent, 2006, is anended to read:
77-2701. Sections 77-2701 to 77-27,135.01, 77-27,222, and

77-27,228 to 77-27,235 and section 5 of this act shall be known and

may be cited as the Nebraska Revenue Act of 1967.
Sec. 4. Section 77-2701.04, Revised Statutes Cumulative
Suppl enent, 2006, is anended to read:

77-2701.04. For purposes of sections 77-2701.04 to 77-2713

and section 5 of this act, unless the context otherw se requires, the

definitions found in sections 77-2701.05 to 77-2701.47 and section 5

of this act shall be used.



LB 223

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

LB 223

Sec. 5. (1) Bundled transaction neans the retail sale of

two or nore products, except real property and services to real

property, when (a) the products are otherwise distinct and

identifiable and (b) the products are sold for one non-item zed

price. Bundled transaction does not include the sale of any products

in which the sales price varies. or is negotiable, based on the

selection by the purchaser of the products included in the

transacti on.

(2) Dstinct and identifiable products do not include:

(a) Packaging., such as containers, boxes, sacks, bags. and

bottles or other materials such as wapping. labels, tags. and

instruction quides that acconpany the retail sale of the products and

are incidental or inmaterial to the retail sale thereof. Exanples of

packaging that are incidental or immterial include qgrocery sacks,

shoeboxes, dry cleaning garment bags., and express delivery envel opes

and boxes:

(b) A product provided free of charge with the required

purchase of another product. A product is provided free of charge if

the sales price of the product purchased does not vary depending on

the inclusion of the product provided free of char ge; and

(c) ltenms _included in the definition of sales price

pursuant to section 77-2701. 35.

(3) One non-item zed price does not include a price that is

separately identified by product on binding sales or other supporting

sales-related docunentation nmade available to the custoner in paper

or _electronic form including, but not limted to, an _invoice, bill

of sale, receipt, contract, service agreenent, | ease agreenent,

-5-
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periodic notice of rates and services., rate card, or price 1list.
(4) A transaction that otherwise neets the definition of a

bundled transaction is not a bundled transaction if it is (a) the

retail sale of tangible personal property and a service where the

tangi bl e personal property is essential to the use of the service,

and is provided exclusively in connection with the service. and the

true object of the transaction is the service, (b) the retail sale of

services when one service is provided that is essential to the use or

receipt of a second service and the first service is provided

exclusively in connection with the second service and the true object

of the transaction is the second service, or (c) a transaction that

includes taxable products and nontaxable products and the purchase

price or sales price of the taxable products is de mninus. De

mninmus neans the seller's purchase price or sales price of the

taxable products is ten percent or less of the total purchase price

or sales price of the bundled products. Sellers shall use either the

purchase price or the sales price of the products to determne if the

taxable products are de mninus. Sellers nmay not use a conbination of

the purchase price and sales price of the products to determne if

the taxable products are de mninus. Sellers shall use the full term

of a service contract to determne if the taxable products are de

m_ni nus.

(5) Bundled transaction does not include the retail sale of

exenpt _tangi bl e personal property and taxable tanagible personal

property if (a) the transaction includes food and food ingredients,

drugs, durabl e nedi cal equi pnent , nobility enhancing equi pnent,

over-the-counter drugs, prosthetic devices, or nedical supplies and

-6-
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(b) the seller's purchase price or sales price of the taxable

tangi bl e personal property is fifty percent or less of the total

purchase price or sales price of the bundled tangible persona

property. Sellers may not use a conbination of the purchase price and

sales price of the tangible personal property when nmking the

fifty-percent determnation for a transaction

Sec. 6. Section 77-2701.35, Reissue Revised Statutes of
Nebraska, is amended to read:

77-2701.35. (1) Sales price applies to the neasure subject
to sales tax and means the total ampbunt of consideration, including
cash, credit, property, and services, for which personal property or
services are sold, leased, or rented, valued in noney, whether
received in noney or otherwise, wthout any deduction for the
fol | owi ng:

(a) The seller's cost of the property sold;

(b) The <cost of nmaterials wused, the cost of |abor or
service, interest, losses, all costs of transportation to the seller,
all taxes inposed on the seller, and any other expense of the seller;

(c) Charges by the seller for any services necessary to
conpl ete the saleg;

(d) Delivery charges; and

(e) Installation charges. +—and

(2) Sales price includes consideration received by the

-7-
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seller fromthird parties if:

(a) The seller actually receives consideration from a party

other than the purchaser and the consideration is directly related to

a price reduction or discount on the sale;:

(b) The seller has an obligation to pass the price

reduction or discount through to the purchaser

(c) The ampunt of the consideration attributable to the

sale is fixed and deternminable by the seller at the tinme of the sale

of the itemto the purchaser; and

(d) One of the following criteria is net:

(i) The purchaser presents a coupon. certificate, or other

docunentation to the seller to claim a price reduction or discount

when the coupon. certificate. or docunentation is authorized

distributed, or granted by a third party with the understanding that

the third party wll reinburse any seller to whom the coupon

certificate. or docunentation is presented

(ii) The purchaser identifies hinself or herself to the

seller as a nenber of a group or organization entitled to a price

reduction or discount. A preferred custoner card that is available to

any patron does not constitute nenbership in such a group; or

(iii) The price reduction or discount is identified as a

third-party price reduction or discount on the invoice received by the

purchaser or on a coupon, certificate. or other docunentation

presented by the purchaser

2> (3) Sales price does not include:
(a) Any discounts, including cash, terms, or coupons that

are not reinbursed by a third party that are allowed by a seller and

- 8-
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taken by a purchaser on a sale;

(b) Interest, financing, and carrying charges from credit
extended on the sale of personal property or services, if the anpunt
is separately stated on the invoice, bill of sale, or simlar docunent
given to the purchaser

(c) Any taxes legally inposed directly on the consuner that
are separately stated on the invoice, bill of sale, or sinilar
docunent given to the purchaser; and

(d) Credit for any trade-in as follows:

(i) The value of property taken by a seller in trade as al
or a part of the consideration for a sale of property of any kind or
nature; or

(ii) The value of a notor vehicle or notorboat taken by any
person in trade as all or a part of the consideration for a sale of
anot her notor vehicle or notorboat.

Sec. 7. Section 77-2703, Revised Statutes Cunulative
Suppl enent, 2006, is anended to read:

77-2703. (1) There is hereby inposed a tax at the rate
provided in section 77-2701.02 upon the gross receipts fromall sales
of tangible personal property sold at retail in this state, the gross
recei pts of every person engaged as a public utility, as a conmmunity
antenna television service operator or any person involved in the
connecting and installing of the services defined in subdivision
(2)(a), (b), or (d) of section 77-2701.16 until January 1, 2004, and
the services defined in subdivision (8)(a), (b), (d), or (e) of
section 77-2701.16 beginning on January 1, 2004, or as a retailer of

intellectual or entertainment properties referred to in subsection (3)

-0-
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of section 77-2701.16 until January 1, 2004, and subsection (9) of
section 77-2701.16 beginning on January 1, 2004, the gross receipts
fromthe sale of adm ssions in this state, the gross receipts fromthe
sale of warranties, guarantees, service agreenents, or maintenance
agreements when the itenms covered are subject to tax wunder this

section, beginning January 1. 2008. the gross receipts from the sale

of bundl ed transactions when one or nore of the products included in

the bundle are taxable, and the gross receipts from the provision of
services defined in subsection (4) of section 77-2701.16 unti

January 1, 2004, and services defined in subsection (10) of section
77-2701.16 beginning on January 1, 2004. Except as provided in section
77-2701.03, when there is a sale, the tax shall be inmposed at the rate
in effect at the tine the gross receipts are realized under the
accounting basis used by the retailer to maintain his or her books and
records or for a contractor when the paynment or paynments are received
for ~construction services. For purposes of this subsection unti

January 1, 2004, the provision of services shall be deemed to be in
this state for services provided to real estate if the real estate is
located in this state; for services provided to personal property or
animals if the personal property or aninal is located in this state
and the service is rendered for use in this state; for detective
servi ces under subdivision (4)(i) of section 77-2701.16, in the case
of a custonmer who is an individual, if the individual is residing in
this state, or in the case of a business custoner, if the principal
place of the business is located in this state; and for conmputer
software training under subdivision (4)(c) of section 77-2701.16 if

the training is perforned at a location that is within this state for

-10-
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a custoner located within this state.

(a) The tax inposed by this section shall be collected by
the retailer from the consunmer. It shall constitute a part of the
purchase price and until collected shall be a debt from the consuner
to the retailer and shall be recoverable at law in the sane nmanner as
other debts. The tax required to be collected by the retailer fromthe
consunmer constitutes a debt owed by the retailer to this state.

(b) It is unlawful for any retailer to advertise, hold out

or state to the public or to any custoner, directly or indirectly,

that the tax or part thereof wll be assuned or absorbed by the
retailer, that it wll not be added to the selling, renting, or
| easing price of the property sold, rented, or l|eased, or that, if
added, it or any part thereof will be refunded. The provisions of this

subdi vi sion shall not apply to a public utility.

(c) The tax required to be collected by the retailer from
the purchaser, unless otherwi se provided by statute or by rule and
regul ati on of the Tax Commi ssioner, shall be displayed separately from
the list price, the price advertised in the prenises, the nmarked
price, or other price on the sales check or other proof of sales,
rentals, or |eases.

(d) For the purpose of nore efficiently securing the
paynment, collection, and accounting for the sales tax and for the
conveni ence of the retailer in collecting the sales tax, it shall be
the duty of the Tax Conmi ssioner to provide a schedul e or schedul es of
the anpbunts to be collected from the consumer or user to effectuate
the conputation and collection of the tax inmposed by the Nebraska

Revenue Act of 1967. Such schedul e or schedul es shall provide that the

-11-
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tax shall be collected from the consuner or user uniformy on sales
according to brackets based on sales prices of the item or itens.
Retailers may conpute the tax due on any transaction on an item or an
i nvoi ce basis. The rounding rule provided in section 77-3,117 appli es.

(e) The wuse of tokens or stanps for the purpose of
collecting or enforcing the collection of the taxes inposed in the
Nebraska Revenue Act of 1967 or for any other purpose in connection
wi th such taxes is prohibited.

(f) For the purpose of the proper adnmnistration of the
provisions of the Nebraska Revenue Act of 1967 and to prevent evasion
of the retail sales tax, it shall be presumed that all gross receipts
are subject to the tax until the contrary is established. The burden
of proving that a sale of property is not a sale at retail is upon the
person who nmakes the sale unless he or she takes from the purchaser
(i) a resale certificate to the effect that the property is purchased
for the purpose of reselling, leasing, or renting it, (ii) an
exenption certificate pursuant to subsection (7) of section 77-2705
or (iii) a direct paynent pernit pursuant to sections 77-2705.01 to
77-2705.03. Receipt of a resale certificate, exenption certificate, or
direct paynent permt shall be conclusive proof for the seller that
the sale was made for resale or was exenpt or that the tax wll be
paid directly to the state.

(g) In the rental or |ease of autonobiles, trucks, trailers,
semtrailers, and truck-tractors as defined in the Mtor Vehicle
Regi stration Act, the tax shall be collected by the lessor on the
rental or lease price at the tax rate in effect on the date the

autonobile, truck, trailer, semtrailer, or truck-tractor is delivered

-12-
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to the |essee, except as otherwise provided within this section

(h) In the rental or |ease of autonobiles, trucks, trailers,
semitrailers, and truck-tractors as defined in the act, for periods of
one year or nore, the lessor may elect not to collect and remt the
sales tax on the gross receipts and instead pay a sales tax on the
cost of such vehicle. If such election is nmade, it shall be nmade
pursuant to the follow ng conditions:

(i) Notice of the desire to make such election shall be
filed with the Tax Conmi ssioner and shall not becone effective unti
the Tax Conmissioner is satisfied that the taxpayer has conplied with
all conditions of this subsection and all rules and regul ations of the
Tax Conmi ssi oner;

(ii) Such election when nade shall continue in force and
effect for a period of not less than two years and thereafter until
such tine as the lessor elects to termnate the election;

(iii) When such election is nmade, it shall apply to al
vehicles of the lessor rented or |eased for periods of one year or
nore except vehicles to be leased to conmobn or contract carriers who
provide to the lessor a valid comon or contract carrier exenption
certificate. If the lessor rents or |eases other vehicles for periods
of less than one year, such |essor shall maintain his or her books and
records and his or her accounting procedure as the Tax Conmi ssioner
prescribes; and

(iv) The Tax Conmissioner by rule and regulation shal
prescribe the contents and form of the notice of election, a procedure
for the determination of the tax base of vehicles which are under an

existing |l ease at the time such election beconmes effective, the nethod

-13-
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and manner for termnating such election, and such other rules and
regul ati ons as may be necessary for the proper administration of this
subdi vi si on.

(i) The tax inposed by this section on the sales of notor
vehicles, senmitrailers, and trailers as defined in sections 60-339,
60- 348, and 60-354 shall be the liability of the purchaser and, wth
the exception of notor vehicles, senmtrailers, and trailers registered
pursuant to section 60-3,198, the tax shall be collected by the county
treasurer or designated county official as provided in the Motor
Vehicle Registration Act at the tinme the purchaser nakes application
for the registration of the notor vehicle, semtrailer, or trailer for
operation upon the highways of this state. The tax inposed by this
section on nmotor vehicles, senmtrailers, and trailers registered
pursuant to section 60-3,198 shall be collected by the Department of
Motor Vehicles at the time the purchaser makes application for the
registration of the notor vehicle, semtrailer, or trailer for
operation upon the highways of this state. At the tine of the sale of
any notor vehicle, semtrailer, or trailer, the seller shall (i) state
on the sales invoice the dollar amunt of the tax inmposed under this
section and (ii) furnish to the purchaser a certified statenent of the
transaction, in such form as the Tax Conm ssioner prescribes, setting
forth as a mnimum the total sales price, the allowance for any
trade-in, and the difference between the two. The sales tax due shal
be conputed on the difference between the total sales price and the
all owance for any trade-in as disclosed by such certified statenent.
Any seller who willfully understates the ampunt upon which the sales

tax is due shall be subject to a penalty of one thousand dollars. A

-14-
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copy of such certified statement shall also be furnished to the Tax
Commi ssioner. Any seller who fails or refuses to furnish such
certified statenent shall be guilty of a msdeneanor and shall, upon
conviction thereof, be punished by a fine of not less than twenty-five
dollars nor nore than one hundred dollars. If the seller fails to
state on the sales invoice the dollar amunt of the tax due, the
purchaser shall have the right and authority to rescind any agreenent
for purchase and to declare the purchase null and void. If the
purchaser retains such notor vehicle, semtrailer, or trailer in this
state and does not register it for operation on the highways of this
state within thirty days of the purchase thereof, the tax inposed by
this section shall inmediately thereafter be paid by the purchaser to
the ~county treasurer, the designated county official, or the
Department of Mdtor Vehicles. If the tax is not paid on or before the
thirtieth day after its purchase, the county treasurer, designated
county official, or Department of Mdtor Vehicles shall also collect
fromthe purchaser interest fromthe thirtieth day through the date of
paynent and sales tax penalties as provided in the Nebraska Revenue
Act of 1967. The county treasurer, designated county official, or
Department of Mtor Vehicles shall report and renmt the tax so
collected to the Tax Commissioner by the fifteenth day of the
following nmonth. The county treasurer or designated county official
shal | deduct and withhold for the use of the county general fund, from
all anmounts required to be collected under this subsection, the
collection fee permtted to be deducted by any retailer collecting the
sales tax. The Departnent of Mdtor Vehicles shall deduct, withhold,

and deposit in the Mdtor Carrier Division Cash Fund the collection fee

-15-
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permtted to be deducted by any retailer collecting the sales tax. The
collection fee shall be forfeited if the county treasurer, designated
county official, or Departnent of Mtor Vehicles violates any rule or
regul ati on pert ai ni ng to t he col l ection of t he use t ax.

(j)(i) The tax inposed by this section on the sale of a
not orboat as defined in section 37-1204 shall be the liability of the
purchaser. The tax shall be collected by the county treasurer or
designated county official at the time the purchaser nakes application
for the registration of the notorboat. At the tinme of the sale of a
not orboat, the seller shall (A) state on the sales invoice the dollar
anmount of the tax inposed under this section and (B) furnish to the
purchaser a certified statenent of the transaction, in such form as
the Tax Conmi ssioner prescribes, setting forth as a nmninumthe tota
sales price, the allowance for any trade-in, and the difference
between the two. The sales tax due shall be conputed on the difference
between the total sales price and the allowance for any trade-in as
di sclosed by such certified statement. Any seller who wllfully
understates the anpbunt upon which the sales tax is due shall be
subject to a penalty of one thousand dollars. A copy of such certified
statenment shall also be furnished to the Tax Conmi ssioner. Any seller
who fails or refuses to furnish such certified statenent shall be
guilty of a misdeneanor and shall, wupon conviction thereof, be
puni shed by a fine of not less than twenty-five dollars nor nore than
one hundred dollars. If the seller fails to state on the sales invoice
the dollar anount of the tax due, the purchaser shall have the right
and authority to rescind any agreenment for purchase and to declare the

purchase null and void. If the purchaser retains such notorboat in

-16-
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this state and does not register it within thirty days of the purchase
thereof, the tax inposed by this section shall imrediately thereafter
be paid by the purchaser to the county treasurer or designated county
official. If the tax is not paid on or before the thirtieth day after
its purchase, the county treasurer or designated county official shal
also collect from the purchaser interest from the thirtieth day
through the date of payment and sales tax penalties as provided in the
Nebraska Revenue Act of 1967. The county treasurer or designated
county official shall report and remt the tax so collected to the Tax
Commi ssioner by the fifteenth day of the followi ng nonth. The county
treasurer or designated county official shall deduct and w thhold for
the use of the county general fund, from all anounts required to be
collected under this subsection, the collection fee pernitted to be
deducted by any retailer collecting the sales tax. The collection fee
shall be forfeited if the county treasurer or designated county
official violates any rule or regulation pertaining to the collection
of the use tax.

(ii) In the rental or |ease of notorboats, the tax shall be
collected by the lessor on the rental or |ease price.

(k) The Tax Conmi ssioner shall adopt and promul gate
necessary rules and regulations for determ ning the anobunt subject to
the taxes inposed by this section so as to insure that the full anount
of any applicable tax is paid in cases in which a sale is nmade of
which a part is subject to the taxes inposed by this section and a
part of which is not so subject and a separate accounting is not
practical or econoni cal

(2) A use tax is hereby inposed on the storage, use, or

-17-
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other consunption in this state of property purchased, |eased, or
rented fromany retailer and on any transaction the gross receipts of
which are subject to tax under subsection (1) of this section on or
after June 1, 1967, for storage, use, or other consunption in this
state at the rate set as provided in subsection (1) of this section on
the sales price of the property or, in the case of |eases or rentals,
of the | ease or rental prices.

(a) Every person storing, using, or otherwi se consuning in
this state property purchased froma retailer or |eased or rented from
anot her person for such purpose shall be liable for the use tax at the
rate in effect when his or her liability for the use tax becones
certain under the accounting basis used to maintain his or her books
and records. His or her liability shall not be extinguished until the
use tax has been paid to this state, except that a receipt from a
retailer engaged in business in this state or froma retailer who is
authorized by the Tax Commi ssioner, under such rules and regulations
as he or she may prescribe, to collect the sales tax and who is, for
the purposes of the Nebraska Revenue Act of 1967 relating to the sales
tax, regarded as a retailer engaged in business in this state, which
receipt is given to the purchaser pursuant to subdivision (b) of this
subsection, shall be sufficient to relieve the purchaser from further
liability for the tax to which the receipt refers.

(b) Every retailer engaged in business in this state and
selling, leasing, or renting property for storage, use, or other
consunption in this state shall, at the time of naking any sale,
collect any tax which may be due from the purchaser and shall give to

t he purchaser, upon request, a receipt therefor in the manner and form
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prescri bed by the Tax Conmi ssi oner.

(c) The Tax Conmissioner, in order to facilitate the proper
adm ni stration of the use tax, nmay designhate such person or persons as
he or she nmay deem necessary to be use tax collectors and delegate to
such persons such authority as is necessary to collect any use tax
which is due and payable to the State of Nebraska. The Tax
Commi ssioner may require of all persons so designated a surety bond in
favor of the State of Nebraska to insure against any mi sappropriation
of state funds so collected. The Tax Comm Ssioner may require any tax
official, city, county, or state, to collect the use tax on behalf of
the state. Al persons designated to or required to collect the use
tax shall account for such collections in the manner prescribed by the
Tax Commi ssioner. Nothing in this subdivision shall be so construed as
to prevent the Tax Commissioner or his or her enployees from
collecting any use taxes due and payable to the State of Nebraska.

(d) Al persons designated to collect the use tax and all
persons required to collect the use tax shall forward the total of
such collections to the Tax Comm ssioner at such tinme and in such
manner as the Tax Conmissioner may prescribe. For all wuse taxes
collected prior to COctober 1, 2002, such collectors of the use tax
shal | deduct and wi thhold from the amount of taxes collected two and
one-half percent of the first three thousand dollars renitted each
nonth and one-half of one percent of all anbunts in excess of three
thousand dollars remitted each nonth as reinbursenent for the cost of
collecting the tax. For use taxes collected on and after Cctober 1,
2002, such collectors of the use tax shall deduct and wi thhold from

the anobunt of taxes collected two and one-half percent of the first
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three thousand dollars renmitted each nmonth as reinbursenent for the
cost of collecting the tax. Any such deduction shall be forfeited to
the State of Nebraska if such collector violates any rule, regulation,
or directive of the Tax Conmi ssi oner

(e) For the purpose of the proper adninistration of the
Nebraska Revenue Act of 1967 and to prevent evasion of the use tax, it
shall be presuned that property sold, |eased, or rented by any person
for delivery in this state is sold, leased, or rented for storage,
use, or other consunption in this state wuntil the contrary is
establ i shed. The burden of proving the contrary is upon the person who
purchases, |eases, or rents the property.

(f) For the purpose of the proper admnistration of the
Nebraska Revenue Act of 1967 and to prevent evasion of the use tax,
for the sale of property to an advertising agency which purchases the
property as an agent for a disclosed or undisclosed principal, the
advertising agency is and remains liable for the sales and use tax on
the purchase the same as if the principal had made the purchase
directly.

Sec. 8. Section 77-2703.04, Reissue Revised Statutes of
Nebraska, is anmended to read:

77-2703.04. (1) Except for the teleconmunications service
defi ned in subsection (3) of this secti on, the sale of
tel econmuni cations service sold on a call-by-call basis shall be
sourced to (a) each level of taxing jurisdiction where the cal
originates and terminates in that jurisdiction or (b) each level of
taxing jurisdiction where the call either originates or terminates and

in which the service address is al so | ocat ed.
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(2) Except for the telecomunications service defined in
subsection (3) of this section, a sale of telecomunications service
sold on a basis other than a call-by-call basis is sourced to the
customer's place of primary use.

(3)(a) For nobile telecomunications service provided and
billed to a custoner by a hone service provider

(i) Notwithstanding any other provision of law or any |oca
ordi nance or resolution, such nobile teleconmunications service is
deenmred to be provided by the customer's honme service provider

(ii) Al taxable charges for such nobile tel ecomunications
service shall be subject to tax by the state or other taxing
jurisdiction in this state whose territorial limts enconpass the
custoner's place of primary use regardless of where the nobile
tel econmuni cati ons service originates, term nates, or passes through;
and

(iii) No taxes, charges, or fees my be inmposed on a
cust omer with a place of primary use outside this state.

(b) In accordance with the federal WMbbile Tel econmunications
Sourcing Act, as such act existed on July 20, 2002, the Tax
Commi ssioner may, but is not required to:

(i) Provide or contract for a tax assignnent data base based
upon standards identified in 4 U S.C 119, as such section existed on
July 20, 2002, with the follow ng conditions:

(A) If such data base is provided, a hone service provider
shall be held harmess for any tax that otherwise would result from
any errors or om ssions attributable to reliance on such data base; or

(B) If such data base is not provided, a home service
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provider may rely on an enhanced zip code for identifying the proper
taxing jurisdictions and shall be held harmess for any tax that
otherwise would result from any errors or onissions attributable to
reliance on such enhanced zip code if the honme service provider
identified the taxing jurisdiction through the exercise of due
diligence and conplied with any procedures that may be adopted by the
Tax Conmi ssioner. Any such procedure shall be in accordance with 4
U S C 120, as such section existed on July 20, 2002; and

(i) Adopt procedures for correcting errors in the
assignnent of primary use that are consistent with 4 U S C 121, as
such section existed on July 20, 2002.

(c) If charges for nobile tel ecomunications service that
are not subject to tax are aggregated with and not separately stated
on the bill from charges that are subject to tax, the total charge to
the custoner shall be subject to tax unless the hone service provider
can reasonably separate charges not subject to tax using the records
of the hone service provider that are kept in the regular course of
busi ness.

(d) For purposes of this subsection

(i) Custoner neans an individual, business, organization, or
other person contracting to receive nobile tel ecomunications service
from a hone service provider. Customer does not include a reseller of
nobile telecomunications service or a serving carrier under an
arrangenent to serve the customer outside the home service provider's
service area

(ii) Hone service provider means a teleconmunications

conmpany as defined in section 86-322 that has contracted with a
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custoner to provide nobile tel econmunications service;

(iii) Mobile telecommunications service neans a wreless
communi cation service carried on between nobile stations or receivers
and land stations, and by nobile stations conmunicating anong
thenselves, and includes (A) both one-way and two-way wreless
conmmuni cation services, (B) a nobile service which provides a
regularly interacting group of base, nobile, portable, and associated
control and relay stations, whether on an individual, cooperative, or
multiple basis for private one-way or tw-way land nobile radio
communi cations by eligible users over designated areas of operation,
and (C) any personal conmunication service;

(iv) Place of primary wuse nmeans the street address
representative of where the custoner's use of nobile
tel econmuni cati ons service primarily occurs. The place of primary use
shall be the residential street address or the primary business street
address of the customer and shall be within the service area of the
hone service provider; and

(v) Tax neans the sales taxes |levied under sections 13-319
77-2703, and 77-27,142, the surcharges levied under the Enhanced
Wreless 911 Services Act, the Nebraska Tel ecommunications Universal
Service Fund Act, and the Tel ecomuni cations Relay System Act, and any
other tax levied against the custoner based on the amunt charged to
the custoner. Tax does not nmean an income tax, property tax, franchise
tax, or any other tax levied on the honme service provider that is not
based on the anount charged to the custoner.

(4) A sale of post-paid calling service is sourced to the

origination point of the teleconmrunications signal as first identified
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by either (a) the seller's telecomunications system or (b)
information received by the seller from its service provider, where
the system used to transport such signals is not that of the seller.

(50 A sale of prepaid calling service is sourced in
accordance with section 77-2703.01, except that in the case of a sale
of nmobi | e t el ecomuni cati ons service t hat is a pr epai d
tel econmuni cati ons service, the rule provided in section 77-2703.01
shall include as an option the location associated with the nobile
t el ephone number.

(6) A sale of a private comunication service is sourced as
fol | ows:

(a) Service for a separate charge related to a customer
channel term nation point is sourced to each level of jurisdiction in
whi ch such cust omer channel term nation poi nt is | ocat ed;

(b) Service where all custonmer termnation points are
|l ocated entirely within one jurisdiction or levels of jurisdiction is
sourced in such jurisdiction in which the custoner channel ternination
points are | ocated,;

(c) Service for segnents of a channel between two customer
channel ternmination points l|located in different jurisdictions and
whi ch segnments of channel are separately charged is sourced fifty
percent in each level of jurisdiction in which the custonmer channe
term nation points are |ocated; and

(d) Service for segnents of a channel located in nore than
one jurisdiction or levels of jurisdiction and which segnents are not
separately billed is sourced in each jurisdiction based on the

percentage determined by dividing the nunber of custonmer channe
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termnation points in such jurisdiction by the total nunber of
customer channel term nation points.
(7) For purposes of this section:

(a) 800 service neans a telecomunications service that

allows a caller to dial a toll-free nunber w thout incurring a charge

for the call. The service is typically marketed under the nane 800,

855, 866, 877, and 888 toll-free calling, and any subsequent nunbers

desi gnated by the Federal Communi cati ons Conmi Ssi on;

(b) 900 service nmeans an_inbound toll teleconmunications

service purchased by a subscriber that allows the subscriber's

custoners to call in to the subscriber's prerecorded announcenent or

live service. 900 service does not include the charge for collection

services provided by the seller of the tel ecomunications services to

the subscriber or service or product sold by the subscriber to the

subscriber's custoner. The service is typically nmarketed under the

nane 900 service. and any subsequent nunbers designated by the

Federal Comruni cations Comm SSi on;

=~ (c) Air-to-ground radiotel ephone service neans a

radio telecommunication service, as that term is defined in 47

C.F.R 22.99, as such regulation existed on January 1, 2083~ 2007

in which comobn carriers are authorized to offer and provide radio
tel econmuni cations service for hire to subscribers in aircraft;

(d) Ancillary services neans services that are associated

with or incidental to the provision of teleconmnications services,

including, but not limted to, detailed tel ecomunications billings,

directory assistance, vertical service., and voice nmil services;

by (e) Call-by-call basis neans any nethod of charging
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for telecomunications service where the price is neasured by
i ndi vi dual calls;

(f) Coi n- oper at ed t el ephone service neans a

tel econmmuni cations service paid for by inserting noney into a

tel ephone accepting di rect deposits of noney to oper at e

= (Q) Communi cati ons  channel means a physical or
virtual path of comrunications over which signals are transnmitted
bet ween or anobng custoner channel termnination points;

(h) Conference bridging service neans an _ancillary service

that links two or nore participants of an audio or video conference

call and may include the provision of a telephone nunber. Conference

bridging service does not include the teleconmunications services

used to reach the conference bridge:

£ (i) Customer means the person or entity that
contracts with the seller of telecomunications service. If the end
user of telecomunications service is not the contracting party, the
end user of the telecomunications service is the customer of the
tel econmuni cations service, but this sentence only applies for the
purpose of sourcing sales of teleconmunications service under this
section. Custoner does not include a reseller of telecomunications
service or for mobile tel ecommunications service of a serving carrier
under an agreenent to serve the customer outside the home service
provider's licensed service area;

> (j) Customer channel termnation point neans the
| ocation where the custoner ei t her i nputs or receives the
conmmuni cat i ons;

(k) Detailed telecomunications billing service neans _an
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ancillary service of separately stating information pertaining to

individual calls on a custoner's billing statenent;

(1) Drectory assistance neans an ancillary service of

providing telephone nunber information and address information:

& (m End wuser neans the person who utilizes the
tel econmuni cations service. In the case of an entity, end user neans
the individual who utilizes the service on behalf of the entity;

(n) Fixed wreless service neans a teleconmrmunications

service that provides radio communication between fixed points;

(0) International neans a teleconmunications service that

originates or termnates in the United States and terminates or

originates outside the United States, respectively. United States

includes the District of Colunbia or a United States territory or

possessi on;

(p) Interstate neans a telecomunications service that

originates in one state of the United States. or a territory or

possession of the United States, and termnates in a different state,

territory, or possession of the United States:

(q) Intrastate neans a telecommuni cations service that

originates in one state of the United States or a territory or

possession_of the United States, and termnates in the sane state,

territory, or possession of the United States;

(r) Mbile wreless service neans a teleconmmunications

service that is transmitted, conveyed, or routed regardless of the

technology used. whereby the origination and termnation points of

the transm ssion, conveyvance, or routing are not fixed, including, by

way of exanple only, telecomrunications services that are provided by
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a commercial nobile radio service provider:;

(s) Paging service neans a tel econmuni cations service that

provides transmission of coded radio signals for the purpose of

activating specific pagers. Such transnmission nmay include nessages

and sounds:;

(t) Pay telephone services neans a teleconmmunications

servi ce provided through pay tel ephones;

o (u) Post - pai d calling service nmeans t he
tel econmuni cations service obtained by nmaking a paynment on a
call-by-call basis either through the use of a credit card or paynent
nmechani sm such as a bank card, travel card, credit card, or debit
card, or by a charge made to a telephone nunber which is not
associated with the origination or term nation of the
tel econmuni cations service. A post-paid calling service includes a

t el econmuni cati ons servi ce, except a prepaid wreless calling

service, that would be a prepaid calling service except it is not

exclusively a tel econmmuni cati ons servi ce;

- (v) Prepaid calling service neans the right to
access exclusively telecomrunications service, which is paid for in
advance and which enables the origination of calls using an access
nunber or authorization code, whether manually or electronically
dialed, and that is sold in predetermned units or dollars of which
t he nunber declines with use in a known anount;

(W) Prepai d Wi rel ess calling service neans a

tel econmuni cations service that provides the right to utilize nobile

wreless service as well as other nontel ecommuni cati ons services,

including the download of digital products delivered electronically,
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content, and ancillary services, which nust be paid for in advance,

that is sold in predetermined units of dollars or which the nunber

declines with use in a known anpunt

- (x) Private comuni cati on service means a
t el econmuni cations service that entitles the custonmer to exclusive or
priority use of a comunications channel or group of channels between
or anong termination points, regardless of the manner in which such
channel or channels are connected, and includes sw tching capacity,
extension lines, stations, and any other associated services that are
provided in connection with the use of such channel or channels; and

(y) Resi dent i al t el econmuni cati ons service nmeans a

tel econmuni cations service or ancillary services provided to an

individual for personal use at a residential address. including an

individual dwelling unit such as an apartnment. In the case of

institutions where individuals reside, such as schools or nursing

hones, telecomunications service is considered residential if it is

provided to and paid for by an individual resident rather than the

institution;

> (z) Service address neans the location of the
t el econmuni cati ons equi prent to which a customer's call is charged and
from which the call originates or term nates, regardless of where the
call is billed or paid. If this location is not known, service address
means the origination point of the signal of the teleconmunications
service first identified either by the seller's telecomunications
system or in information received by the seller from its service
provi der, where the system used to transport such signals is not that

of the seller. If both l|locations are not known, the service address
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means the location of the «custoner's place of primary use_ -

(aa) Tel ecommuni cati ons service nmeans t he el ectronic

transni ssion, conveyance, or routing of voice, data, audio. video. or

any other information or signals to a point. or between or anong

points. Tel ecommuni cat i ons service i ncl udes such t ransni ssi on

conveyance, or routing in which conputer processing applications are

used to act on the form code, or protocol of the content for

purposes of transm ssion, conveyance, or routing without regard to

whet her such service is referred to _as voice over Internet protoco

services or is classified by the Federal Conmunications Conmi Ssion as

enhanced or val ue- added. Tel ecommuni cati ons service does not

incl ude:

(i) Data processing and information services that allow

data to be generated., acquired. stored, processed, or retrieved and

delivered by an electronic transmission to a purchaser when such

purchaser's primary purpose for the underlying transaction is the

processed data or information

(ii) Installation or maintenance of wring or equipnent on

a_custoner's premnises

(iii) Tangible personal property:;

(iv) Advertising, including, but not limted to, directory

adverti si ng:

(v) Billing and <collection services provided to third

parties:

(vi) Internet access service;

(vii) Radio and television audio and video progranm ng

services, regardless of the nmedium_ including the furnishing of
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transni ssi on. conveyance, and routing of such services by the

progranmmi ng_service provider. Radio and television audio and video

programmi ng _services shall include, but not be limted to, cable

service as defined in 47 US. C 522, as such section existed on

January 1, 2007, and audio and video programrming services delivered

by providers of commercial nobile radio service as defined in 47

CER 20. 3, as __such requlation existed on January 1, 2007;

(viii) Ancillary services: or

(ix) Digital products delivered electronically, including,

but not limted to, software, nusic, video, reading nmaterials, or ring

tones;

(bb) Val ue-added. non-voice data service neans a service

that otherwise neets the definition of telecomunications services in

whi ch conputer processing applications are used to act on the form

content, code, or protocol of the information or data prinmarily for a

pur pose ot her t han transm ssi on. conveyance, or routing:

(cc) Vertical service nmeans an_ ancillary service that is

offered in connection with one or nore telecomunications services,

which offers advanced calling features that allow custoners to

identify callers and to nmanage nmultiple calls and call connections,

i ncl udi ng conf erence bridging services; and

(dd) Voice mmil service neans an_ancillary service that

enables the custoner to store, send. or receive recorded nessages.

Voice mmil service does not include any vertical services that the

custoner may be required to have in order to utilize the voice mil

service.

Sec. 9. Section 77-2711, Revised Statutes Cunul ative
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Suppl enent, 2006, is anended to read:

77-2711. (1)(a) The Tax Comm ssioner shall enforce sections
77-2701.04 to 77-2713 and may prescribe, adopt, and enforce rules and
regulations relating to the adnministration and enforcenment of such
secti ons.

(b) The Tax Conmissioner may prescribe the extent to which
any ruling or regulation shall be applied wthout retroactive effect.

(2) The Tax Conmissioner may enploy accountants, auditors,
i nvestigators, assistants, and clerks necessary for the efficient
adm nistration of the Nebraska Revenue Act of 1967 and nay del egate
authority to his or her representatives to conduct hearings, prescribe
regul ations, or perform any other duties inmposed by such act.

(3)(a) Every seller, every retailer, and every person
storing, using, or otherwise consunming in this state property
purchased froma retailer shall keep such records, receipts, invoices,
and other pertinent papers in such form as the Tax Conm ssioner nmay
reasonably require.

(b) Every such seller, retailer, or person shall keep such
records for not less than three years from the maki ng of such records
unless the Tax Conmissioner in witing sooner authorized their
destructi on.

(4) The Tax Commi ssioner or any person authorized in witing
by him or her may exam ne the books, papers, records, and equi prent of
any person selling property and any person liable for the use tax and
may investigate the character of the business of the person in order
to verify the accuracy of any return nade or, if no return is made by

the person, to ascertain and determ ne the anmount required to be paid.
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In the exanmination of any person selling property or of any person
liable for the use tax, an inquiry shall be made as to the accuracy of
the reporting of city sales and use taxes for which the person is
Iiable under the Local Option Revenue Act or sections 13-319, 13-324,
and 13-2813 and the accuracy of the allocation nade between the
various counties, cities, villages, and nunicipal counties of the tax
due. The Tax Commi ssioner may meke or cause to be nade copies of
resale or exenption certificates and nay pay a reasonable anmount to
the person having custody of the records for providing such copies

(5) The taxpayer shall have the right to keep or store his
or her records at a point outside this state and shall nake his or her
records available to the Tax Conmi ssi oner at al | tines.

(6) In administration of the use tax, the Tax Comni ssioner
may require the filing of reports by any person or class of persons
having in his, her, or their possession or custody information
relating to sales of property, the storage, use, or other consunption
of which is subject to the tax. The report shall be filed when the Tax
Conmi ssioner requires and shall set forth the nanes and addresses of
purchasers of the property, the sales price of the property, the date
of sale, and such other information as the Tax Comni ssioner nay
require.

(7) 1t shall be a Cdass | misdeneanor for the Tax
Conmi ssioner or any official or enployee of the Tax Conm ssioner, the
State Treasurer, or the Departnment of Adnministrative Services to make
known in any nmanner whatever the business affairs, operations, or
i nformati on obtained by an investigation of records and activities of

any retailer or any other person visited or examined in the discharge

- 33-



LB 223

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

LB 223

of official duty or the anount or source of incone, profits, |osses,
expenditures, or any particular thereof, set forth or disclosed in any
return, or to permt any return or copy thereof, or any book
contai ning any abstract or particulars thereof to be seen or exam ned
by any person not connected with the Tax Commi ssioner. Nothing in this
section shall be construed to prohibit (a) the delivery to a taxpayer,
his or her duly authorized representative, or his or her successors,
receivers, trustees, execut ors, admi ni strators, assi gnees, or
guarantors, if directly interested, of a certified copy of any return
or report in connection with his or her tax, (b) the publication of
statistics so «classified as to prevent the identification of
particular reports or returns and the itens thereof, (c) the
i nspection by the Attorney General, other |legal representative of the
state, or county attorney of the reports or returns of any taxpayer
when either (i) information on the reports or returns is considered by
the Attorney GCeneral to be relevant to any action or proceeding
instituted by the taxpayer or against whom an action or proceeding is
being considered or has been commenced by any state agency or the
county or (ii) the taxpayer has instituted an action to review the tax
based thereon or an action or proceeding against the taxpayer for
collection of tax or failure to conmply with the Nebraska Revenue Act
of 1967 is being considered or has been comenced, (d) the furnishing
of any information to the United States Governnent or to states
allowing simlar privileges to the Tax Conmm ssioner, (e) the
disclosure of information and records to a collection agency
contracting with the Tax Conm ssioner pursuant to sections 77-377.01

to 77-377.04, (f) the disclosure to another party to a transaction of
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information and records concerning the transaction between the
taxpayer and the other party, or (g) the disclosure of information
pursuant to section 77-27,195 or section 77-5731.

(8) Notwi thstanding the provisions of subsection (7) of this
section, the Tax Conmm ssioner nmay pernmt the Postal |nspector of the
United States Postal Service or his or her delegates to inspect the
reports or returns of any person filed pursuant to the Nebraska
Revenue Act of 1967 when information on the reports or returns is
rel evant to any action or proceeding instituted or being considered by
the United States Postal Service against such person for the
fraudul ent use of the mails to carry and deliver false and fraudul ent
tax returns to the Tax Conmissioner with the intent to defraud the
State of Nebraska or to evade the payment of Nebraska state taxes.

(9) Notwi thstanding the provisions of subsection (7) of this
section, the Tax Comm ssioner nmay permt other tax officials of this
state to inspect the tax returns, reports, and applications filed
under sections 77-2701.04 to 77-2713, but such inspection shall be
permtted only for purposes of enforcing a tax law and only to the
extent and under the conditions prescribed by the rules and
regul ati ons of the Tax Commi ssioner.

(10) Notwithstanding the provisions of subsection (7) of
this section, the Tax Commi ssioner nay, upon request, provide the
county board of any county which has exercised the authority granted
by section 81-1254 with a list of the nanes and addresses of the
hotels located within the county for which |odging sales tax returns
have been filed or for which |odging sales taxes have been renmtted

for the county's County Visitors Pronotion Fund under the Nebraska
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Vi sitors Devel opnent Act.

The information provided by the Tax Conmi ssioner shall
i ndicate only the names and addresses of the hotels |ocated within the
requesting county for which |odging sales tax returns have been filed
for a specified period and the fact that |odging sales taxes renitted
by or on behalf of the hotel have constituted a portion of the total
sum remtted by the state to the county for a specified period under
the provisions of the Nebraska Visitors Devel opment Act. No additional
information shall be reveal ed.

(11) (a) Notwi thstanding the provisions of subsection (7) of
this section, the Tax Conmi ssioner shall, upon witten request by the

Auditor of Public Accounts or the Legislative Performance Audit

Committee, nmke tax returns and tax return information open to

i nspection by or disclosure to Auditor of Public Accounts or

Legislative Performance Audit Section enployees for the purpose of
and to the extent necessary in naking an audit of the Department of
Revenue pursuant to section 50-1205 or 84-304. Confidential tax
returns and tax return information shall be audited only upon the
premnmi ses of the Department of Revenue. All audit workpapers pertaining
to the audit of the Departnment of Revenue shall be stored in a secure
pl ace in the Departnent of Revenue.

(b) No enployee of the Auditor of Public Accounts or

Legi slative Performance Audit Section shall disclose to any person,

other than another Auditor of Public Accounts or Legislative

Performance Audit Section enployee whose official duties require such
disclosure or as provided in subsections (2) and (3) of section

50-1213, any return or return information described in the Nebraska
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Revenue Act of 1967 in a form which can be associated with or
otherwise identify, directly or indirectly, a particular taxpayer.

(c) Any person who violates the provisions of this
subsection shall be guilty of a Cass |I msdenmeanor. For purposes of

this subsection, enployee includes a former Auditor of Public

Account s or Legi sl ative Per f or mance Audi t Section enpl oyee.

(12) For purposes of subsections (11) and (12) of this
section:

(a) Disclosure means the making known to any person in any
nmanner a tax return or return i nformation;

(b) Return information neans:

(i) A taxpayer's identification nunber and (A) the nature,
source, or anpbunt of his or her incone, paynments, receipts,
deductions, exenptions, credits, assets, liabilities, net worth, tax
liability, tax wthheld, deficiencies, overassessnents, or tax
payments, whether the taxpayer's return was, is being, or wll be
exanmi ned or subject to other investigation or processing or (B) any
other data received by, recorded by, prepared by, furnished to, or
collected by the Tax Conmi ssioner with respect to a return or the
determination of the existence or possible existence of liability or
the amount of liability of any person for any tax, penalty, interest,
fine, forfeiture, or other inposition or offense; and

(ii) Any part of any witten determ nation or any background
file documnent relating to such witten det ermi nati on; and

(c) Tax return or return nmeans any tax or information return
or claim for refund required by, provided for, or permitted under

sections 77-2701 to 77-2713 which is filed with the Tax Conm ssi oner
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by, on behalf of, or with respect to any person and any amendnent or
suppl ement thereto, including supporting schedules, attachments, or
lists which are supplenental to or part of the filed return.

(13) In all proceedings under the Nebraska Revenue Act of
1967, the Tax Conmi ssioner may act for and on behalf of the people of
the State of Nebraska. The Tax Commi ssioner in his or her discretion
may waive all or part of any penalties provided by the provisions of
such act, but nmay not waive the mininum interest on delinquent taxes
specified in section 45-104.02, as such rate may fromtine to time be
adj usted, except interest on use taxes voluntarily reported by an
i ndi vi dual

(14)(a) The purpose of this subsection is to set forth the
state's policy for the protection of the confidentiality rights of all
participants in the system operated pursuant to the stream ined sales
and use tax agreenent and of the privacy interests of consuners who
deal with nodel 1 sellers.

(b) For purposes of this subsection:

(i) Anonymous data neans information that does not identify
a person;

(ii) Confidential taxpayer information nmeans all information
that is protected under a nenber state's |aws, regulations, and
privileges; and

(iii) Personally identifiable information neans information
that identifies a person.

(c) The state agrees that a fundanmental precept for nodel 1
sellers is to preserve the privacy of consumers by protecting their

anonymty. Wth very limted exceptions, a certified service provider
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shall performits tax calculation, remttance, and reporting functions
wi t hout retaining the personally identifiable information of
consuners

(d) The governing board of the nenber states in the
streamined sales and use tax agreenent nmay certify a certified
service provider only if that certified service provider certifies
t hat :

(i) Its system has been designed and tested to ensure that
t he fundanental precept of anonynmity is respected;

(ii) Personally identifiable information is only used and
retained to the extent necessary for the admnistration of nopdel 1
with respect to exenpt purchasers;

(iii) It provides consuners clear and conspicuous notice of
its information practices, including what information it collects, how
it collects the information, how it uses the information, how long, if
at all, it retains the information, and whether it discloses the
information to nmenber states. Such notice shall be satisfied by a
written privacy policy statement accessible by the public on the web
site of the certified service provider

(iv) Its collection, wuse, and retention of ©personally
identifiable information is limted to that required by the nmenber
states to ensure the validity of exenptions from taxation that are
clained by reason of a consumer's status or the intended use of the
goods or services purchased; and

(v) It provi des adequat e techni cal , physi cal , and
adm nistrative safeguards so as to protect personally identifiable

informati on from unaut hori zed access and di scl osure.
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(e) The state shall provide public notification to
consumers, including exenmpt purchasers, of the state's practices
relating to the «collection, wuse, and retention of personally
identifiable information.

(f) WwWhen any personally identifiable information that has
been collected and retained is no |longer required for the purposes set
forth in subdivision (14)(d)(iv) of this section, such information
shall no | onger be retained by the nenber states.

(g) Wien personally identifiable information regarding an
individual is retained by or on behalf of the state, it shall provide
reasonabl e access by such individual to his or her own information in
the state's possession and a right to correct any inaccurately
recorded information.

(h) If anyone other than a nenber state, or a person
authorized by that state's law or the agreenent, seeks to discover
personally identifiable information, the state from whom the
information is sought should make a reasonable and tinely effort to
notify the individual of such request.

(i) This privacy policy is subject to enforcement by the
Attorney General.

(j) Al other laws and regul ations regarding the collection,
use, and nmi ntenance of confidential taxpayer information remain fully
applicable and binding. Wthout limtation, this subsection does not
enlarge or linmit the state's authority to:

(i) Conduct audits or other reviews as provided under the
agreement and state | aw

(ii) Provide records pursuant to the federal Freedom of
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Information Act, disclosure laws with governnental agencies, or other
regul ati ons;

(iii) Prevent, consistent with state Ilaw disclosure of
confidential taxpayer information;

(iv) Prevent, consistent with federal Iaw disclosure or
m suse of federal return information obtained under a disclosure
agreenment with the Internal Revenue Service; and

(v) Col | ect, di scl ose, di ssem nat e, or otherw se use
anonynous data for governnental purposes.

Sec. 10. Section 77-2712.03, Reissue Revised Statutes of
Nebraska, is anmended to read:

77-2712.03. (1) The streamined sales and use tax agreemnent,
as adopted by the streamlined sales tax inplenenting states on

Novenber 12, 2002, including anmendnents through Decenber 14, 2006,

is hereby ratified by the Legislature. The Governor shall enter into
the agreement with one or nore states to sinplify and nodernize sal es
and use tax administration in order to substantially reduce the burden
of tax conpliance for all sellers and for all types of comrerce. In
furtherance of the agreenent, the Departnent of Revenue is authorized
to act jointly with other states that are nenbers under Articles VII
or VIIl of the agreenment to establish standards for certification of a
certified service provider and certified autonmated system and
establish performance standards for nultistate sellers. The depart nment
is further authorized to take other actions permssible under |aw
reasonably required to inplement the provisions set forth in the
agreement. Qther actions authorized by this section include, but are

not linmted to, the adoption and pronul gation of rules and regul ati ons
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and the joint procurenent, with other nmenber states, of goods and
services in furtherance of the agreement.

(2) The Tax Conmissioner or his or her designee and two
representatives of the Legislature appointed by the Executive Board of
the Legislative Council are authorized to represent Nebraska before
the other nenber states under the agreenent. The state also agrees to
participate in and conply with the procedures of and decisi ons made by
the governing board of the nenber states. These provisions of the
agreement include the creation of the organization as provided in
Article VII of the agreenent, the requirements for state entry and
wi thdrawal as provided in Article VIII of the agreenent, anmendnents to
the agreement as provided in Article IX of the agreenment, and a
di spute resolution process as provided in Article X of the agreenent.

Sec. 11. Section 77-2712.05, Revised Statutes Cunulative
Suppl enent, 2006, is anended to read:

77-2712.05. By agreeing to the ternms of the streaniined
sales and use tax agreenent, this state agrees to abide by the
foll owi ng requirenents:

(1) Uniform state rate. The state shall conmply wth
restrictions to achieve over tinme nore uniform state rates through the
fol | owi ng:

(a) Limting the nunber of state rates;

(b) Limiting the application of maxinmunms on the anmpunt of
state tax that is due on a transaction; and

(c) Limting the application of thresholds on the
application of state tax;

(2) Uniform standards. The state hereby establishes uniform
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standards for the follow ng:

(a) Sourcing of transactions to taxing jurisdictions as
provided in sections 77-2703.01 to 77-2703. 04;

(b) Administration of exenpt sales as set out by the
agreenment and using procedures as determ ned by the governing board

(c) Allowances a seller can take for bad debts as provided
in section 77-2708; and

(d) Sales and use tax returns and renittances. To conply
with the agreement, the Tax Conmi ssioner shall

(i) Require only one renmttance for each return except as
provided in this subdivision. |If any additional remttance is
required, it may only be required from retailers that collect nore
than thirty thousand dollars in sales and use taxes in the state
during the preceding calendar year as provided in this subdivision.
The anount of any additional renittance nay be determined through a
calculation nethod rather than actual <collections. Any additiona
remttance shall not require the filing of an additional return

(ii) Require, at his or her discretion, all remttances from
sellers under nodels 1, 2, and 3 to be remtted electronically;

(iii) Alow for electronic paynents by both automated
cl eari nghouse credit and debit;

(iv) Provide an alternative nethod for nwaking sane day
paynents if an electronic funds transfer fails;

(v) Provide that if a due date falls on a |egal banking
holiday, the taxes are due to that state on the next succeeding
busi ness day; and

(vi) Require that any data that acconpanies a remttance be
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formatted using uniform tax type and paynent type codes approved by
the governing board of the menber states to the streanlined sales and
use tax agreenent;

(3) Uniform definitions. (a) The state shall wutilize the
uniform definitions of sales and use tax terns as provided in the
agreenent. The definitions enable Nebraska to preserve its ability to
make taxability and exenption choices not inconsistent wth the
uni form definitions.

(b) The state may enact a product-based exenption without
restriction if the agreenent does not have a definition for the
product or for a termthat includes the product. If the agreement has
a definition for the product or for a term that includes the product,
the state nmay exenpt all itens included within the definition but
shall not exenpt only part of the items included within the definition
unl ess the agreenent sets out the exenption for part of the itenms as
an acceptabl e variation.

(c) The state may enact an entity-based or a use-based
exenption wthout restriction if the agreenent does not have a
definition for the product whose use or purchase by a specific entity
is exenpt or for a term that includes the product. |If the agreenent
has a definition for the product whose use or specific purchase is
exenpt, states mamy enact an entity-based or a use-based exenption that
applies to that product as long as the exenption utilizes the
agreenment definition of the product. If the agreenent does not have a
definition for the product whose use or specific purchase is exenpt
but has a definition for a termthat includes the product, states my

enact an entity-based or a use-based exenption for the product w thout
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restriction.

(d) For purposes of conplying with the requirenments in this
section, the inclusion of a product within the definition of tangible
personal property is disregarded;

(4) Central registration. The state shall participate in an
electronic central registration system that allows a seller to
register to collect and remt sales and use taxes for all nmenber
states. Under the system

(a) Aretailer registering under the agreement is registered
in this state;

(b) The state agrees not to require the paynent of any
registration fees or other charges for a retailer to register in the
state if the retailer has no |egal requirenent to register;

(c) A witten signature from the retailer is not required,

(d) An agent my register a retailer under uniform
procedures adopted by the nenber states pursuant to the agreenent;

(e) A retailer may cancel its registration under the system
at any time under uniform procedures adopted by the governing board
Cancellation does not relieve the retailer of its liability for
remitting to the proper states any taxes coll ected;

(f) When registering, the retailer that is registered under
the agreement may select one of the following nethods of remittances
or other nmethod allowed by state law to renit the taxes collected:

(i) Model 1, wherein a seller selects a certified service
provider as an agent to perform all the seller's sales or use tax
functions, other than the seller's obligation to renmit tax on its own

pur chases;
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(ii) Model 2, wherein a seller selects a certified automated
system to use which cal cul ates the amount of tax due on a transaction;
and

(iii) Model 3, wherein a seller utilizes its own proprietary
autonated sales tax system that has been certified as a certified
aut onat ed system and

(g) Sellers who register within twelve nonths after this
state's first approval of a certified service provider are relieved
fromliability, including the local option tax, for tax not collected
or paid if the seller was not registered between Cctober 1, 2004, and
Sept enber 30, 2005. Such relief fromliability shall be in accordance
with the terms of the agreenent;

(5) No nexus attribution. The state agrees that registration
with the central registration system and the collection of sales and
use taxes in the state will not be used as a factor in determning
whet her the seller has nexus with the state for any tax at any tine;

(6) Local sales and use taxes. The agreenment requires the
reduction of the burdens of conplying with |Iocal sales and use taxes
as provided in sections 13-319, 13-324, 13-326, 77-2701.03, 77-27,142,
77-27,143, and 77-27,144 that require the follow ng:

(a) No variation between the state and |ocal tax bases;

(b) Statewide administration of all sales and use taxes
levied by local jurisdictions within the state so that sellers
collecting and remitting these taxes will not have to register or file
returns with, remt funds to, or be subject to independent audits from
| ocal taxing jurisdictions;

(c) Limtations on the frequency of changes in the |ocal
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sales and wuse tax rates and setting effective dates for the
application of 1local jurisdictional boundary changes to |ocal sales
and use taxes; and

(d) Uniform notice of changes in l|ocal sales and use tax
rates and of changes in the boundaries of local taxing jurisdictions;

(7) Conplete a taxability matrix approved by the governing
board. (a) Notice of changes in the taxability of the products or
services listed will be provided as required by the governing board.

(b) The entries in the mtrix shall be provided and
mai ntained in a data base that is in a downl oadabl e fornat approved by
t he governi ng board.

(c) Sellers, nodel 2 sellers, and certified service

providers are relieved fromliability, including the [ocal option tax,
for having charged and collected the incorrect anpbunt of sales or use
tax resulting fromthe seller or certified service provider relying on
erroneous data provided by the nmenber state in the taxability matrix

for relying on product-based classifications that have been revi ewed

and approved by the state. The state shall notify the certified

service provider or nodel 2 seller if an item or transaction is

incorrectly classified as to its taxability;

(8) Mbdnetary allowances. The state agrees to allow any
nmonetary allowances that are to be provided by the states to sellers
or certified service providers in exchange for collecting sales and
use taxes as provided in Article VI of the agreenent;

(9) State conpliance. The agreenent requires the state to
certify conpliance with the terms of the agreement prior to joining

and to nmintain conpliance, under the laws of the nenber state, with
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all provisions of the agreenent while a nenber;

(10) Consumer privacy. The state hereby adopts a uniform
policy for certified service providers that protects the privacy of
consuners and rmaintains the confidentiality of tax information as
provided in section 77-2711; and

(11) Advisory councils. The state agrees to the appeintrent

recognition of an advi sory counci | of privat e-sect or
representatives and an advisory council of nenber and nonnmenber

state representatives to consult with in the admnistration of the
agr eement .

Sec. 12. Section 77-2756, Revised Statutes Cumul ative
Suppl enment, 2006, is anended to read:

77-2756. (1) Except as provided in subsection (2) of this
section, every enployer or payor required to deduct and w thhold
incone tax under the Nebraska Revenue Act of 1967 shall, for each
cal endar quarter, on or before the |ast day of the nonth follow ng the
close of such calendar quarter, file a wthholding return as
prescribed by the Tax Conmissioner and pay over to the Tax

Commi ssioner or to a depositary designated by the Tax Comm ssioner the

taxes so required to be deducted and withheld,_ —except—that for

wi-thheldi-rg— Wien the aggregate anmpunt required to be deducted and

wi thheld by any enployer or payor for either the first or second

month of a cal endar quarter exceeds five hundred dollars, the enployer
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or payor shall, by the fifteenth day of the succeeding nonth, pay over
such aggregate amount to the Tax Commi ssioner or to a depositary
designated by the Tax Conm ssioner. The anmount so paid shall be
allowed as a credit against the liability showm on the enployer's or
payor's quarterly withholding return required by this section. The Tax
Conmmi ssioner nmay, by rule and regulation, provide for the filing of
returns and the paynent of the tax deducted and withheld on other than
a quarterly basis.

(2) When the aggregate anpbunt required to be deducted and
wi t hhel d by any enpl oyer or payor for the entire cal endar year is |ess

than five hundred dollars or the enployer or payor is allowed to file

federal withholding returns annually, the enployer or payor shall,

for each calendar year, on or before the last day of the nonth
following the close of such calendar year, file a withholding return
as prescribed by the Tax Commissioner and pay over to the Tax

Conmmi ssioner or to a depositary designated by the Tax Comm ssioner the

taxes so required to be deducted and w thheld. —anrd—the—enrployer

subject—to—withholding— The enployer or payor may elect or the Tax

Commi ssioner may require the filing of returns and the paynment of
taxes on a quarterly basis.

(3) Wenever any enployer or payor fails to collect,
truthfully account for, pay over, or nake returns of the incone tax as
required by this section, the Tax Commi ssioner may serve a notice

requi ring such enployer or payor to collect the taxes which becone
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collectible after service of such notice, to deposit such taxes in a
bank approved by the Tax Conmi ssioner in a separate account in trust
for and payable to the Tax Conmissioner, and to keep the anmpunt of
such tax in such account until paid over to the Tax Conmm ssioner. Such
notice shall remain in effect until a notice of cancellation is served
by the Tax Conmi ssioner.

(4) Any enployer or payor nmay appoint an agent in accordance
with section 3504 of the Internal Revenue Code of 1986, as anended,
for the purpose of wthholding, reporting, or nmaking paynent of
amounts wi thheld on behalf of the enployer or payor. The agent shall
be considered an enployer or payor for purposes of the Nebraska
Revenue Act of 1967 and, with the actual enployer or payor, shall be
jointly and severally liable for any amobunt required to be withheld
and paid over to the Tax Conmi ssioner and any additions to tax,
penalties, and interest with respect thereto.

(5) The enployer or payor shall also file on or before

March 15 of the succeeding yvear a copy of each statenment furnished by

such enployer or payor to each enployee or payee wth respect to

taxes withheld on wages or paynents subject to wthholding. Any

enpl oyer., payor., or agent who furnished nore than two hundred fifty

statenents for a vyear shall file the required copies electronically

in a manner approved by the Tax Conmi ssioner that is conpatible with

federal electronic filing requirenents or nethods.

Sec. 13. Section 77-2790, Rei ssue Revised Statutes of
Nebr aska, is anmended to read:
77-2790. & (1)(a) If any part of a deficiency is the

result of negligence or intentional disregard of rules and regul ations
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but without intent to defraud, the Tax Commi ssioner nay add to the tax
an anount equal to five percent of the deficiency.

(b) 1If any part of a requested refund is the result of

negligence, nmaterial mnisstatenent. or intentional disregard of rules

and requlations but without intent to defraud., the Tax Comm ssioner

nay add to the tax an anpunt equal to five percent of the

overstatenent of the refund.

2 (2)(a) If any part of a deficiency is the result of
fraud, the Tax Commissioner nmay add to the tax an anount equal to
fifty percent of the deficiency. This amount shall be in lieu of any
anount det er m ned under subsection (1) of this secti on.

(b) If any part of a requested refund is the result of

fraud., the Tax Conmi ssioner may add to the tax an ampunt equal to

fifty percent of the overstatenent of the refund. This anpbunt shall

be in lieu of any anpunt determi ned under subsection (1) of this

section.

(3) If any taxpayer fails to pay all or any part of an
installnent of any tax due, he or she shall be deened to have nade an
under paynment of estimated tax. The Tax Commissioner shall determn ne
the anount of underpaynent of estimated tax in accordance with the
| aws of the United States.

(4) If any enployer or payor, wthout intent to evade or
defeat any income tax inposed by the Nebraska Revenue Act of 1967 or
the paynment thereof, fails to nake a return and pay a tax w thheld by
himor her at the time required by or under the act, such enployer or
payor shall be liable for such taxes and shall pay the sane together

with interest thereon and any addition to tax assessed pursuant to
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subsection (1) of this section. Such interest and addition to tax
shall not be charged to or collected fromthe enpl oyee or payee by the
enpl oyer or payor. The Tax Commi ssioner shall have the sane rights and
powers for the collection of such tax, interest, and addition to tax
agai nst such enployer or payor as are now prescribed by the act for
the collection of incone tax against a taxpayer

(5) If any person required to collect, withhold, truthfully
account for, and pay over the incone tax inmposed by the Nebraska
Revenue Act of 1967 willfully fails to collect or w thhold such tax or
truthfully account for and pay over such tax or willfully attenpts in
any manner to evade or defeat the tax or the payment thereof, the Tax
Conmi ssioner may, in addition to other penalties provided by |aw,
i mpose, assess, and collect a penalty equal to the total anmount of the
tax evaded, not collected, not wthheld, or not accounted for and paid
over. No addition to tax under subsection (1) or (2) of this section
shall be inmposed for any offense to which this subsection applies.

(6) If any person with fraudulent intent fails to pay, or to
deduct or wthhold and pay, any income tax, to nmke, render, sign, or
certify any return of estimated tax, or to supply any informtion
within the tine required, the Tax Conmm ssioner nay inpose, assess, and
collect a penalty of not nore than one thousand dollars, in addition
to any other anounts required under the income tax provisions of the
Nebr aska Revenue Act of 1967.

(7) If any person for frivolous or groundless reasons or
with the intent to delay or inpede the admnistration of the Nebraska
Revenue Act of 1967 (a) fails to pay over any tax due and ow ng under

such act, (b) fails to file any return required under such act, or (c)
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files what purports to be a return but which does not contain
sufficient information from which to determne the correctness of the
sel f-assessnent of tax or which contains information that indicates
that the self-assessment of tax is substantially incorrect, such
person shall pay a penalty of five hundred dollars for each
occurrence. The penalty provided by the subsection shall be in
addition to any other penalties provided by |aw

(8) Any person who aids, procures, advises, or assists in
the preparation of any return, affidavit, refund claim or other
docunent with the know edge that its use will result in the nateria

understatenent of the tax liability of another person or the materia

overstatenment of the anmpunt of a refund of another person shall, in

addition to other penalties provided by law, pay a penalty of one
thousand dollars wth respect to each separate return or other
docunent .

(a) For the purposes of this subsection, a person furnishing
typing, reproducing, or other nmechanical assistance shall not be
treated as having aided or assisted in the preparation of such
docunent .

(b) A determination of a material deficiency shall not be
sufficient to show that a person has aided or assisted in a nmaterial
understatement of the tax liability of another person

(c) The penalty in this subsection shall not be inposed nore
than once on any person for having aided or assisted in the
preparati on of docunents for the same taxpayer, the sane tax, and the
same tax period regardless of the nunber of docunents involved.

(d) Such penalty shall apply whether or not t he
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understatenent is with the consent of the person authorized to present
t he return, affidavit, refund claim or ot her docunent .

(9) The additions to the incone tax and penalties relating
thereto provided by the Nebraska Revenue Act of 1967 shall be paid
upon notice and demand and shall be assessed, collected, and paid in
the sane nanner as taxes, and any reference in such act to incone tax
or the tax inposed by the act shall be deened also to refer to
additions to the tax and penalties provided by this section. For
purposes of the deficiency procedures provided in section 77-2776,
this subsection shall not apply to:

(a) Any addition to tax wunder subsection (1) of section
77-2789 except as to that portion attributable to a deficiency;

(b) Any addition to tax for underpaynent of estimated tax as
provided in subsection (3) of this section; or

(c) Any additional penalty under subsection (6), (7), or (8)
of this section.

(10) For purposes of subsections (1) and (2) of this section
relating to deficiencies resulting from negligence or fraud, the
anount shown as the tax by the taxpayer upon his or her return shal
be taken into account in determ ning the anpbunt of the deficiency only
if such return was filed on or before the |ast day prescribed for the
filing of such return deternmined with regard to any extension of tine
for such filing.

(11) For purposes of subsections (5) and (6) of this
section, the term person shall include an individual, corporation,
partnership, or limted liability company, or an officer or enployee

of any corporation, including a dissolved corporation, or a menber or
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enpl oyee of any partnership or limted liability conpany, who as such
of ficer, enployee, or nmenber is under a duty to perform the act in
respect of which the violation occurs.

(12) If any person fails to conply with the reporting or
filing requirenments of sections 77-2772, 77-2775, and 77-2786 or the
rules and regulations adopted and pronulgated thereunder, the Tax
Conmmi ssi oner may inpose, assess, and collect a penalty against such
person for each instance of nonconpliance of twenty-five percent of
the tax due. Such ampunt shall be in addition to any other penalty,
tax, or interest otherwise inposed by law for such nonconpliance.

(13) | f any nonr esi dent i ndi vi dual provi des fal se
information or statenents to an enployer or payor regarding the
portion of his or her wages or paynents that are subject to
wi thholding for this state which if used would result in the anount
wi t hhel d being | ess than seventy-five percent of his or her inconme tax
liability on such wages or paynments or if any enployer or payor uses
such information when the enployer or payor knows such information is
false or maintains records which show such infornmation is false, the
Tax Commi ssioner may, in addition to other penalties provided by |aw,
i mpose, assess, and collect from such individual, payor, or enployer
the penalties provided in subsections (5) and (6) of this section.

Sec. 14. Section 77-27,131, Reissue Revised Statutes of
Nebraska, is anmended to read:

77-27,131. (1) Unless otherwise specifically provided, the
Tax Commi ssioner, whenever he or she deems it necessary to insure
compliance with the provisions of the Nebraska Revenue Act of 1967,

may require any person subject to the act to place with him or her
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such security as he or she nay deternine. The ampbunt of the necessary
security shall be fixed by the Tax Conm ssioner but, except as
provided in this section, shall not be greater than three tinmes the
estimated average anount payable for the reporting period by such
persons pursuant to the act. er—ten—thousand dollars—whichever
afpuht—s—thelesser— In the case of persons habitually delinquent in
their obligations under the act, the anpunt of the security shall not
be greater than five tines the estimted average anount payable for
the reporting period by such persons pursuant to the act.e+
fiHteen—thousand—doeHars—whichever—is—thetlesser— The anount of the
security may be increased or decreased by the Tax Conmi ssioner at any
time, subject to the linmtations set forth in this subsection.

(2) The Tax Commissioner may sell the security at public
auction or, in the case of security in the form of bearer bonds issued
by the United States or this state which have a prevailing narket
price, at a private sale at a price not lower than the prevailing
market price if it beconmes necessary to nmake such sale in order to
recover any tax, interest, or penalties due on any anount required to
be collected. Notice of the sale shall be given to the person who
deposited the security at |least ten days before the sale. The notice
may be given personally or by mail addressed to the person at the
address furnished to the Tax Conmissioner and as it appears in the
records of the Tax Conmi ssioner. Upon such sale, any surplus above the
amounts due shall be returned to the person who placed the security.

Sec. 15. Section 77-27,187.01, Revised Statutes Cunulative
Suppl enent, 2006, is anended to read:

77-27,187.01. For purposes of the Nebraska Advantage Rural
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Devel opnent Act, unl ess t he cont ext ot herw se requires:
(1) Any term has the sane neaning as used in the Nebraska
Revenue Act of 1967;
(2) Equivalent Nebraska enployees neans the nunber of
Nebraska enployees computed by dividing the total hours paid in a
year to Nebraska enployees by the product of forty tines the nunber
of weeks in a year

(3) Livestock neans cattle, hogs, chickens, and turkeys:

3> (4) Livestock nodernization or expansion neans the
construction, inprovement, or acquisition of buildings, facilities, or
equi pnent for livestock housing, confinenent, feeding, production, and
wast e managenent ;

4> (5) Livestock production has the same neaning as in
section 77-5203;

5 | ndividual . o
restdent—or—parttal—year—resident—oetNebraskar-

(6) Qualified enployee |easing conpany neans a conpany which
pl aces all enployees of a client-lessee on its payroll and |eases such
enpl oyees to the client-1essee on an ongoing basis for a fee and, by
witten agreenment between the enployee leasing conpany and a
client-lessee, grants to the client-lessee input into the hiring and
firing of the enpl oyees | eased to the client-|essee;

(7) Related taxpayers includes any corporations that are
part of a unitary business under the Nebraska Revenue Act of 1967 but
are not part of the sanme corporate taxpayer, any business entities
that are not corporations but which would be a part of the unitary

business if they were corporations, and any business entities if at
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|l east fifty percent of such entities are owned by the sane persons or
related taxpayers and family nenbers as defined in the ownership
attribution rules of the Internal Revenue Code of 1986, as anended

(8) Taxpayer nmeans a corporate taxpayer or other person
subject to either an incone tax inposed by the Nebraska Revenue Act of
1967 or a franchise tax under Chapter 77, article 38, or a
partnership, limted liability conpany, subchapter S corporation
cooperative, including a cooperative exenpt under section 521 of the
I nternal Revenue Code of 1986, as amended, or joint venture that is or
woul d ot herwi se be a nenber of the sane unitary group if incorporated
which is, or whose partners, nenbers, or owners representing an
ownership interest of at |east ninety percent of the control of such
entity are, subject to or exenpt from such taxes, and any other
partnership, limted liability conpany, subchapter S corporation
cooperative, including a cooperative exenpt under section 521 of the
I nternal Revenue Code of 1986, as anended, or joint venture when the
partners, menbers, or owners representing an ownership interest of at
| east ninety percent of the control of such entity are subject to or
exenpt from such taxes; and

(9) Year means the taxable year of the taxpayer.

Sec. 16. Section 77-27,187.02, Revised Statutes Cunulative
Suppl enent, 2006, is anended to read:

77-27,187.02. (1) To earn the incentives set forth in the
Nebraska Advantage Rural Devel opnent Act, the taxpayer shall file an
application for an agr eenent with t he Tax Conmi ssi oner .

(2) The application shall contain:

(a) A witten statenment describing the full expect ed

- 58-



LB 223

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

LB 223

enpl oynent or type of Ilivestock production and the investnent anopunt
for a qualified business, as described in section 77-27,189, in this
state;

(b) Sufficient docunents, plans, and specifications as
required by the Tax Conmissioner to support the plan and to define a
proj ect; and

(c) An application fee of five hundred dollars. The fee
shall be renmtted to the State Treasurer for credit to the Nebraska
Advant age Rural Devel opnent Fund, which fund is hereby created. Any
noney in the fund available for investnent shall be invested by the
state investnent officer pursuant to the Nebraska Capital Expansion
Act and the Nebraska State Funds |nvestnent Act. The application and
all supporting information shall be confidential except for the nane
of the taxpayer, the location of the project, and the amunts of
i ncreased enpl oynent or investnent.

(3)(a) The Tax Conmissioner shall approve the application
and authorize the total amount of credits expected to be earned as a
result of the project if he or she is satisfied that the plan in the
application defines a project that (i) neets the requirenents
established in section 77-27,188 and such requirenents will be reached
within the required time period and (ii) for projects other than
livestock nodernization or expansion projects, is located in an
eligible county or enterprise zone.

(b) The Tax Conmissioner shall not approve further
applications once the expected credits from the approved projects
total two million five hundred thousand dollars in each of fiscal

years 2004-05 and 2005-06 and three mllion dollars in fiscal year
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2006-07 and each fiscal year thereafter. Four hundred dollars of the
application fee shall be refunded to the applicant if the application
is not approved because the expected credits from approved projects
exceed such anounts.

(c) Applications for benefits shall be considered in the
order in which they are received.

(d) Applications shall be filed by Novenber 1 and shall be

conplete by Decenber 1 of each calendar year. Any application that is

filed after Novenber 1 or that is not conplete on Decenber 1 shall be

considered to be filed during the following calendar vear.

(4) After approval, the taxpayer and the Tax Commi ssioner
shall enter into a witten agreement. The taxpayer shall agree to
conplete the project, and the Tax Conm ssioner, on behalf of the State
of Nebraska, shall designate the approved plans of the taxpayer as a
project and, in consideration of the taxpayer's agreenent, agree to
allow the taxpayer to use the incentives contained in the Nebraska
Advant age Rural Development Act up to the total anmount that were
authorized by the Tax Conmissioner at the tinme of approval. The
application, and all supporting docunentation, to the extent approved,
shall be considered a part of the agreement. The agreenent shall
state:

(a) The levels of enploynment and investrment required by the
act for the project;

(b) The time period under the act in which the required
| evel nust be net;

(c) The documentation the taxpayer will need to supply when

claimng an incentive under the act;
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(d) The date the application was filed; and

(e) The maxi mum anount of credits aut hori zed.

Sec. 17. Section 77-27,188, Revised Statutes Cunulative
Suppl enent, 2006, is anended to read:

77-27,188. (1) A refundable credit against the taxes inposed
by the Nebraska Revenue Act of 1967 shall be allowed to any taxpayer
who has an approved application pursuant to the Nebraska Advantage
Rural Devel opnment Act, who is engaged in a qualifying business as
described in section 77-27,189, and who after January 1, 2006:

(a) (i) Increases enploynment by two new equival ent Nebraska
enpl oyees and nmakes an increased investnent of at |east one hundred
twenty-five thousand dollars prior to the end of the first taxable
year after the year in which the application was submitted in any
county in this state with a population of fewer than fifteen thousand
i nhabi tants, according to the nost recent federal decennial census, or
in any designated enterprise zone pursuant to 42 U S.C. 11501 or the
Enterpri se Zone Act; or

(ii) Increases enploynent by five new equival ent Nebraska
enpl oyees and nmakes an increased investnent of at l|east two hundred
fifty thousand dollars prior to the end of the first taxable year
after the year in which the application was submitted in any county in
this state with a population of less than twenty-five thousand
i nhabitants, according to the nobst recent federal decennial census;
and

(b) Pays a mnimm qualifying wage of eight dollars and
twenty-five cents per hour to the new equival ent Nebraska enpl oyees

for which tax credits are sought under the Nebraska Advantage Rural
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Devel opment Act. The Department of Revenue shall adjust the m ninmum
qualifying wages required for applications filed after January 1,
2004, and each January 1 thereafter, as follows: The current rural
Nebraska average weekly wage shall be divided by the rural Nebraska
average weekly wage for 2003; and the result shall be nmultiplied by
the eight dollars and twenty-five cents mninmum qualifying wage for
2003 and rounded to the nearest one cent. The anount of increase or
decrease in the mnimum qualifying wages for any year shall be the
cumul ative change in the rural Nebraska average weekly wage since
2003. For purposes of this subsection, rural Nebraska average weekly
wage means the nobst recent average weekly wage paid by all enployers
in all counties with a population of less than twenty-five thousand
i nhabitants as reported by October 1 by the Departnent of Labor.

For purposes of this section, a teleworker working in
Nebraska from his or her residence for a taxpayer shall be considered
an enpl oyee of the taxpayer, and property of the taxpayer provided to
the tel eworker working in Nebraska from his or her residence shall be
considered an investrment. Tel eworker includes an individual working on
a per-item basis and an independent contractor working for the
taxpayer so long as the taxpayer w thholds Nebraska incone tax from
wages or other paynents made to such teleworker. For purposes of
calculating the nunber of new equival ent Nebraska enpl oyees when the
teleworkers are paid on a per-item basis or are independent
contractors, the total wages or paynents nade to all such new
enpl oyees during the year shall be divided by the qualifying wage as
determined in subdivision (b) of this subsection, with the result

di vided by two thousand eighty hours.
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(2) A refundable credit against the taxes inposed by the
Nebraska Revenue Act of 1967 shall be allowed to any taxpayer who (a)
has an approved application pursuant to the Nebraska Advantage Rura
Devel opnent Act, (b) is engaged in livestock production, and (c) after
January 1, 2007, invests at least fifty thousand dollars for |ivestock
noder ni zati on or expansi on.

(3) The amount of the credit allowed under subsection (1) of
this section shall be three thousand dollars for each new equival ent
Nebraska employee and two thousand seven hundred fifty dollars for
each fifty thousand dollars of increased investnent. The anount of the
credit allowed under subsection (2) of this section shall be ten
percent of the investment, not to exceed a credit of thirty thousand
dollars. For each application, a taxpayer engaged in |livestock
production may qualify for a credit under either subsection (1) or (2)
of this section, but cannot qualify for nore than one credit per
application.

(4) An employee of a qualified enployee |easing conmpany
shall be considered to be an enployee of the client-lessee for
purposes of this section if the enployee perforns services for the
client-lessee. A qualified enployee |easing conpany shall provide the
Department of Revenue access to the records of enpl oyees |eased to the
client-I|essee.

(5) The credit shall not exceed the anpunts set out in the
application and approved by the Tax Conmi ssi oner

(6)(a) If a taxpayer who receives tax credits creates fewer
jobs or less investnent than required in the project agreenent, the

taxpayer shall repay the tax credits as provided in this subsection.
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(b) If less than seventy-five percent of the required jobs
in the project agreenent are created, one hundred percent of the job
creation tax credits shall be repaid. |If seventy-five percent or nore
of the required jobs in the project agreenent are created, no
r epaynent of the job creation t ax credits is necessary.

(c) If less than seventy-five percent of the required
investrment in the project agreement is created, one hundred percent of
the investnent tax credits shall be repaid. If seventy-five percent or
nmore of the required investnent in the project agreenent is created
no repaynent of the investnent t ax credits is necessary.

(7) For taxpayers who submtted applications for benefits
under the Nebraska Advantage Rural Devel opment Act before January 1,
2006, subsection (1) of this section, as such subsection existed
i mediately prior to such date, shall continue to apply to such
t axpayers. The changes nade by Laws 2005, LB 312, shall not preclude a
taxpayer from receiving the tax incentives earned prior to January 1,
2006.

Sec. 18. Section 77-27,189, Revised Statutes Cumulative
Suppl enent, 2006, is anended to read:

77-27,189. (1) A qualified business neans any business
engaged in:

(a) Storage, warehousing, distribution, transportation, or
sal e of tangi bl e personal property;

(b) Livestock production

(c) Conducting research, devel opnent, or testing for
scientific, agricul tural, ani mal husbandry, food product, or

i ndustrial purposes;
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(d) Per f or m ng dat a processi ng, t el econmuni cati on
i nsurance, or financial services. For purposes of this subdivision,
financi al services shalt i ncl udes only helude financi al
services provided by any financial institution subject to tax under
Chapter 77, article 38, or any person or entity licensed by the
Department of Banking and Finance or the Securities and Exchange

Conmi ssion and _tel ecommuni cati on services includes community antenna

television service, Internet access., satellite ground station, data

center, call center, or telenmarketing;

(e) Assenbly, fabrication, nanufacture, or processing of
tangi bl e personal property;

(f) Administrative managenment of any activities, including
headquarter facilities relating to such activities; or

(g) Any conbination of the activities listed in this
subsecti on.

(2) Qualified business does not include:

(a) Any business activity in which eighty percent or nore of
the total sales are sales to the ultimte consuner of food prepared
for immediate consunption or are sales to the ultimte consuner of
tangi bl e personal property which is not (i) assenbled, fabricated,
manuf actured, or processed by the taxpayer or (ii) wused by the
purchaser in any of the activities listed in subsection (1) of this
section; and

(b) Any casino

Sec. 19. Section 77-27,190, Reissue Revised Statutes of
Nebraska, is anmended to read:

77-27,190. (1) A taxpayer shall be deened to have new
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equi val ent Nebraska enployees when the new equivalent Nebraska
enpl oyees hired during a taxable year are in addition to the numnber
of total equivalent enployees in the taxable year preceding the date
of application.

(2) Qualifying business enployees who work wthin and
without this state shall be considered only to the extent they are
paid for work perforned within this state.

(3) The hours worked by any person considered an independent
contractor or the enployee of another taxpayer shall not be used in
the conputati on under this section.

Sec. 20. Section 77-27,192, Reissue Revised Statutes of
Nebraska, is amended to read:

77-27,192. (1)(a) |If the taxpayer acquires an existing
busi ness, the increases determned in sections 77-27,190 and 77-27,191
shall be conputed as though the taxpayer had owned the business
L I N - I .

years— for the entire taxable year preceding the date of

appli cation.

(b) If the taxpayer disposes of an existing business, and
the new owner namintains the mnimum increases in the levels of
i nvestment and enploynment required in section 77-27,188 to create a
credit, the taxpayer shall not be required to nmake any repaynment under
section 77-27,188.02 solely because of the disposition of the
busi ness.

(2) If the structure of a business is reorganized, the
taxpayer shall conpute the increases on a consistent basis for all

peri ods.
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(3) If the taxpayer noves a business from one location to

anot her _and the business was operated in this state during the taxable

vear preceding the date of application, the increases deternmned in

sections 77-27.190 and 77-27.191 shall be conputed as though the

taxpayer had operated the business at the new location for the entire

taxabl e year preceding the date of application

(4 |If the taxpayer enters into any of the followng

transactions., they shall be presuned to be a transaction entered into

for the purpose of generating benefits under the Nebraska Advantage

Rural Devel opment Act and shall not be allowed in the conputation of

any benefit or the neeting of any required levels under the agreenent

except as specifically provided in this subsection

(a) The purchase or lease of any property which was

previously owned by the taxpayer which filed the application or a

related taxpayer unless the first purchase by either the taxpayer

which filed the application or a related taxpayer was first placed in

service in the state after the beginning of the taxable year the

application was filed;

(b) The renegotiation of any lease in_ existence during the

taxable year the application was filed which does not nmaterially

change any of the terns of the |ease other than the expiration date

(c) The purchase or lease of any property from a related

taxpayer. except that the taxpayer which filed the application will be

allowed any benefits under the act to which the related taxpayer

woul d have been entitled on the purchase or |lease of the property if

the rel ated taxpayer was considered the taxpayer

(d) Any transaction entered into primarily for the purpose
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of receiving benefits under the act which is wthout a business

purpose and does not result in increased economc activity in the

state; and

(e) Any activity that results in benefits under the Ethanol

Devel opnment Act .

Sec. 21. Section 77-3102, Reissue Revised Statutes of
Nebraska, is amended to read:

77-3102. (1) In order that the State of Nebraska and the
political subdivisions thereof may receive all taxes due in every
i nstance, including contributions due under the Enploynment Security
Law, contractors who are nonresidents of this state, desiring to
engage in, prosecute, follow, or carry on the business of contracting
within this state shall register wth the Tax Conm ssioner.

(2) Each contract to which a nonresident contractor is a

party shall be registered with the Tax Conm ssioner, except that if

+—PROA-DEB—that—where the total contract price or conpensation to

be received is less than twenty-five —hundred ten thousand

dollars, the Tax Conmmi ssioner may waive the requirements of this
subsecti on.

Sec. 22. Section 77-3903, Reissue Revised Statutes of
Nebraska, is anmended to read:

77-3903. (1)(a) A notice of lien provided for in the Uniform
State Tax Lien Registration and Enforcenent Act wupon real property
shall be presented in the office of the Secretary of State. Such
notice of lien shall be transnitted by the Secretary of State to and
filed in the office of the register of deeds by the register of deeds

of the county or counties in which the real property subject to the
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lien is situated as designated in the notice of lien. The register of
deeds shall enter the notice in the al phabetical state tax lien index,
showi ng on one line the nane and residence of the person |iable naned

in such notice, the |ast four digits of the social security numnber

or the federal tax identification nunber of such person, the Tax
Commi ssioner's, Property Tax Administrator's, or Conm ssioner of
Labor's serial number of such notice, the date and hour of filing, and
the anount due. Such presentnents to the Secretary of State nay be
made by direct input to the Secretary of State's data base or by other
electronic neans. Al such notices of lien shall be retained in
nunerical order in a file designated state tax lien notices, except
that in offices filing by the roll form of mcrofilm pursuant to
section 23-1517.01, the original notices need not be retained. A lien
subject to this subsection shall be effective upon real property when
filed by the register of deeds as provided in this subsection.

(b) A notice of lien provided for in the Uniform State Tax
Lien Registration and Enforcenent Act upon personal property shall be
filed in the office of the Secretary of State. The Secretary of State
shall enter the notice in the state's central tax lien index, show ng
on one line the nane and residence of the person liable naned in such

notice, the last four digits of the social security nunber or the

f eder al tax identification nunber of such  person, the Tax
Conmi ssioner's, Property Tax Administrator's, or Conm ssioner of
Labor's serial nunber of such notice, the date and hour of filing, and
the amount due. Such filings with the Secretary of State may be filed
by direct input to the Secretary of State's data base or by other

electronic neans. Al such notices of l|ien shall be retained in
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nunerical order in a file designated state tax |lien notices.

(2) Beginning July 1, 1999, the uniform fee, payable to the
Secretary of State, for presenting for filing, releasing, continuing,
or subor di nati ng or for filing, rel easi ng, cont i nui ng, or
subordinating each tax lien pursuant to the Uniform State Tax Lien
Regi stration and Enforcement Act shall be six dollars. There shall be
no fee for the filing of a termnation statement. The uniform fee for
each county nore than one designated pursuant to subdivision (1)(a) of
this section shall be three dollars. The Secretary of State shall
deposit each fee received pursuant to this section in the Uniform
Commer ci al Code Cash Fund. OF the fees received and deposited pursuant
to this section, the Secretary of State shall renit three dollars to
the register of deeds of a county for each designation of such county
in a filing pursuant to subdivision (1)(a) of this section.

(3) The Secretary of State shall bill the Tax Conm ssioner,
Property Tax Administrator, or Comm ssioner of Labor on a nonthly
basis for fees for documents presented to or filed with the Secretary
of State. No paynent of any fee shall be required at the tine of
presenting or filing any such lien docunent.

Sec. 23. Section 77-3904, Reissue Revised Statutes of
Nebraska, is anmended to read:

77-3904. (1) If any person liable to pay any tax or fee
under any tax program adm nistered by the Tax Conm ssioner, Property
Tax Admini strator, or Commi ssioner of Labor neglects or refuses to pay
such tax or fee after denand, the anpbunt of such tax or fee, including
any interest, penalty, and additions to such tax and such additional

costs that may accrue, shall be a lien in favor of the State of
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Nebraska upon all property and rights to property, whether real or
personal, then owned by such person or acquired by him or her
thereafter and prior to the expiration of the lien. Unless another
date is specifically provided by law, such lien shall arise at the
time of the assessnent and shall remain in effect (a) for three years
fromthe time of the assessnent if the notice of lienis not filed for
record in the office of the appropriate filing officer, (b) for ten
years from the tine of filing for record in the office of the
appropriate filing officer, or (c) until such anounts have been paid
or a judgment against such person arising out of such liability has
been satisfied or has become unenforceable by reason of |apse of tineg,
unless a continuation statement is filed prior to the |apse.

& (2) (a) The Tax Conmi ssi oner, Property Tax
Admi ni strator, or Conmi ssioner of Labor may present for filing or file
for record in the office of the appropriate filing officer a notice of
lien specifying the year the tax was due, the tax program and the
amount of the tax and any interest, penalty, or addition to such tax
that are due. Such notice shall be filed for record in the office of
the appropriate filing officer within three years after the tine of
assessnent. Such notice shall contain the name and | ast-known address

of the taxpayer, the |last four digits of the taxpayer's social

security nunber or f eder al identification nunber, t he Tax
Conmi ssioner's, Property Tax Administrator's, or Conm ssioner of
Labor's serial nunmber, and a statenent to the effect that the Tax
Conmmi ssi oner, Property Tax Adm nistrator, or Conmi ssioner of Labor has
complied with all provisions of the law for the particular tax program

whi ch he or she adm nisters in the determ nation of the anobunt of the
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tax and any interest, penalty, and addition to such tax required to be
pai d.

(b) If the assets of the taxpayer are in the control or

custody of the court in any proceeding before any court of the United

States or of any state or the District of Colunbia, before the end of

the three-year period in subdivision (2)(a) of this section. the

notice shall be filed for record within the three-year period or

within six nonths after the assets are released by the court,

whi chever is later.

(3)(a)(i) A lien inposed upon real property pursuant to the
Uniform State Tax Lien Registration and Enforcement Act shall be valid
agai nst any subsequent creditor when notice of such lien and the
anount due has been presented for filing by the Tax Conmi ssioner,
Property Tax Adnministrator, or Conm ssioner of Labor in the office of
the Secretary of State and filed in the office of the register of
deeds.

(ii) A lien inmposed upon personal property pursuant to the
Uniform State Tax Lien Registration and Enforcement Act shall be valid
agai nst any subsequent creditor when notice of such lien and the
anount due has been filed by the Tax Conmm ssioner, Property Tax
Adm ni strator, or Conm ssioner of Labor in the office of the Secretary
of State.

(b) In the case of any prior nortgage on real property or
secured transaction covering personal property so witten as to secure
a present debt and future advances, the lien provided in the act, when
noti ce thereof has been filed in the office of the appropriate filing

officer, shall be subject to such prior lien wunless the Tax
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Conmi ssi oner, Property Tax Adm nistrator, or Conmi ssioner of Labor has
notified the lienholder in witing of the recording of such tax lien,
in which case the lien of any indebtedness thereafter created under
such nortgage or secured transaction shall be junior to the lien
provided for in the act.

(4) The lien may, within ten years from the date of filing
for record of the notice of lien in the office of the appropriate
filing officer, be extended by filing for record a continuation
statement. Upon tinmely filing of the continuation statement, the
ef fectiveness of the original notice shall be continued for ten years
after the last date to which the filing was effective. After such
period the notice shall lapse in the manner prescribed in subsection
(1) of this section unless another continuation statenent is filed
prior to such |apse.

(5) Wen a termnation statenent of any tax lien issued by
the Tax Conmi ssioner, Property Tax Administrator, or Conm ssioner of
Labor is filed in the office where the notice of lien is filed, the
appropriate filing officer shall enter such statenent with the date of
filing in the state tax lien index where notice of the lien so
termnated is entered and shall file the termination statenent with
the notice of the lien.

(6) The Tax Commi ssioner, Property Tax Admnistrator, or
Conmi ssioner of Labor may at any tine, upon request of any party
i nvolved, release from a lien all or any portion of the property
subject to any lien provided for in the Uniform State Tax Lien
Regi stration and Enforcement Act or subordinate a lien to other liens

and encunbrances if he or she determines that (a) the tax anount and
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any interest, penalties, and additions to such tax have been paid or
secured sufficiently by a lien on other property, (b) the lien has
becone legally unenforceable, (c) a surety bond or other satisfactory
security has been posted, deposited, or pledged wth the Tax
Commi ssi oner, Property Tax Adnministrator, or Conmissioner of Labor in
an anount sufficient to secure the paynent of such taxes and any
interest, penalties, and additions to such taxes, or (d) the release,
partial release, or subordination of the lien will not jeopardize the
collection of such taxes and any interest, penalties, and additions to
such tax.

(7) A certificate by the Tax Conm ssioner, Property Tax
Admi ni strator, or Conmi ssioner of Labor stating that any property has
been released fromthe lien or the lien has been subordinated to other
liens and encunbrances shall be conclusive evidence that the property
has in fact been released or the lien has been subordi nated pursuant
to the certificate.

Sec. 24. Section 77-4105, Reissue Revised Statutes of
Nebr aska, is anmended to read:

77-4105. (1) A taxpayer who has signed an agreenent under
section 77-4104 nay elect to determ ne taxable inconme for purposes of
the Nebraska income tax using the sales factor only. The el ection may
be nmade for the year during which the application was filed and for
each year thereafter through the eighth year after the end of the
entitlement period. The election shall be nmade for the year of the
el ection by conputing taxable incone using the sales factor only on
the tax return.

(2) A taxpayer who has signed an agreement under section
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77-4104 shall receive the incentive provided in this subsection if the
agreement contains one or nore projects which together will result in

the investnment in qualified property of at least ten mllion dollars

and the hiring of at Jleast one hundred new enployees. Such
ten-mllion-dollar investment and hiring of at |east one hundred new
enpl oyees shall be considered a required level of investnent and

enpl oynent for this subsection and for the recapture of persona
property tax only.

The following property used in connection with such project
or projects and acquired by the taxpayer, whether by Ilease or
purchase, after the date the application was filed shall constitute
separate cl asses of personal property:

(a) Turbine-powered aircraft, including turboprop, turbojet,
and turbofan aircraft, except when any such aircraft is used for

fundraising for or for the transportation of an elected official;

(b) Mainpfrare—business—ecoenputers Conputer systens, nade

up of equipnent that is interconnected in order to enable the

acquisition. storage. nmnipulation., nmnhagenent. novenent. control

di spl ay. transni ssi on, or reception of data involving conputer

software and hardware, used for business infornmation processing

which require environmental controls of tenperature and power and
which are capable of simltaneously supporting nore than one

transaction and nore than one user. A conputer system includesplus

peri pheral conponents which require environmental controls  of
tenperature and power connected to such conputers. Conputer
peripheral Peripheral conponents shall be Ilimted to additiona

menory units, tape drives, disk drives, power supplies, cooling
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units, dat a swi t ches, and conmuni cati on controll ers; and

(c) Personal property which is business equipment |ocated in
a single project if (i) the business equipnment is involved directly in
the manufacture or processing of agricultural products and (ii) the
investment in the single project exceeds ten mllion dollars.

Such property shall be eligible for exenption from the tax
on personal property from the first January 1 following the date of
acquisition for property in subdivision (2)(a) of this section, or
from the first January 1 following the end of the year during which
the required levels were exceeded for property in subdivisions (2)(b)
and (2)(c) of this section, through the sixteenth Decenber 31 after
the filing of the application. In order to receive the property tax
exenptions allowed by subdivisions (2)(a), (2)(b), and (2)(c) of this
section, the taxpayer shall annually file a claim for exenption with
the Property Tax Administrator on or before May 1. The form and
supporting schedules shall be prescribed by the Property Tax
Admi nistrator and shall list all property for which exenption is being
sought wunder this section. A separate claim for exenption nust be
filed for each project and each county in which property is clainmed to
be exenpt. A copy of this form nust also be filed with the county
assessor in each county in which the applicant is requesting
exenption. The Property Tax Admnistrator shall deternmine the
eligibility of each itemlisted for exenption and, on or before August
10, certify such to the taxpayer and to the affected county assessor.
Notwi thstanding any other provision of law, the Property Tax
Admi ni strator shall be allowed access to the applications and such

other records of the Departnent of Revenue as necessary in order to
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deternmine the eligibility for exenption

(3) Wien the taxpayer has met the required levels of
enpl oynent and investnment contained in the agreement, the taxpayer
shall also be entitled to the follow ng incentives:

(a) A refund of all sales and use taxes paid under the
Nebraska Revenue Act of 1967, the Local Option Revenue Act, and
sections 13-319, 13-324, and 13-2813 from the date of the application
through the neeting of the required levels of enploynment and
i nvestnment for all purchases, including rentals, of:

(i) Qualified property used as a part of the project;

(ii) Property, excluding notor vehicles, based in this state
and used in both this state and another state in connection with the
proj ect except when any such property is to be used for fundraising
for or for the transportation of an el ected official

(iii) Tangible personal property by the owner of the
i nprovenent to real estate that is incorporated into real estate as a
part of a project; and

(iv) Tangi bl e personal property by a contractor or
repairperson after appointnent as a purchasing agent of the owner of
the inprovenent to real estate. The refund shall be based on fifty
percent of the contract price, excluding any land, as the cost of
materials subject to the sales and use tax; and

(b) A refund of the sales and use taxes paid under the
Nebraska Revenue Act of 1967, the Local Option Revenue Act, and
sections 13-319, 13-324, and 13-2813 on the types of purchases,
including rentals, listed in subdivision (a) of this subsection for

such taxes paid during each year of the entitlenment period in which
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the taxpayer is at or above the required |evels of enploynent and
i nvest ment .

(4) Any taxpayer who qualifies for the incentives contained
in subsections (1) and (3) of this section and who has added at | east
thirty new enployees at the project shall also be entitled to:

(a) A credit equal to five percent of the anpbunt by which
the total conpensation paid during the year to enployees who are
ei ther Nebraska enpl oyees or base-year enployees while enployed at the
project exceeds the average conpensation paid at the project
multiplied by the nunber of equi val ent base- year enpl oyees.

For the conputation of such credit, average conmpensation
shall rmean the total conpensation paid at the project divided by the
t ot al nunber of equi val ent enpl oyees at the project; and

(b) A credit equal to ten percent of the investnent made in
qualified property at the project.

The credits prescribed in subdivisions (a) and (b) of this
subsection shall be allowable for conpensation paid and investments
made during each year of the entitlenent period that the taxpayer is
at or above the required levels of enployment and investnent.

The credit prescribed in subdivision (b) of this subsection
shall also be allowable during the first year of the entitlenent
period for investnment in qualified property at the project after the
date of the application and before the required |levels of enploynent
and investnent were net.

Sec. 25. Section 77-4110, Reissue Revised Statutes of
Nebraska, is anmended to read:

77-4110. (1) The Tax Conmissioner shall subnit an annual
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report to the Legislature no later than Mreh July 15 of each
year.

(2) The report shall list (a) the agreements which have been
signed during the previous cal endar year, (b) the agreements which are
still in effect, (c) the identity of each taxpayer, and (d) the
| ocation of each project.

(3) The report shall also state by industry group (a) the
specific incentive options applied for wunder the Enploynent and
I nvestment Growmt h Act, (b) the refunds allowed on the investnent, (c)
the credits earned, (d) the credits used to reduce the corporate
income tax and the credits used to reduce the individual incone tax,
(e) the credits used to obtain sales and use tax refunds, (f) the
nunber of jobs created, (g) the total nunber of enployees enployed in
the state by the taxpayer on the last day of the calendar quarter
prior to the application date and the total nunber of enployees
enployed in the state by the taxpayer on subsequent reporting dates,
(h) the expansion of capital investnment, (i) the estinated wage |evels
of jobs created subsequent to the application date, (j) the total
nunber 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
exenpted by class in each county.

(4) No information shall be provided in the report that is
protected by state or federal confidentiality |aws.

5—By—Pecenber—4+—1990—the—Dbepartrent—eot—Reverve—shat

: I 1 abl g . . - hi
. : v : I I . ” _ : :
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Sec. 26. Section 77-4933, Rei ssue Revised Statutes of

Nebr aska, is anmended to read:

77-4933. (1) The Departnent of Revenue shall submt an
annual report to the Legislature no later than Mureh July 15 each
year. The report shall list (a) the agreenments which have been signed
during the previous cal endar year, (b) the agreements which are stil
in effect, (c) the identity of each conpany, and (d) the location of
each project.

(2) The report shall also state by industry group (a) the
anmount of wage benefit credits allowed under the Quality Jobs Act, (b)
the nunber of direct jobs created at the project, (c) the anpunt of
direct capital investrment under the act, (d) the estinmated wage |evels
of jobs created by the conpanies at the projects, (e) the estimated
indirect jobs and investnent created on account of the projects, and
(f) the projected future state and |ocal revenue gains and | osses from
all revenue sources on account of the direct and indirect jobs and
i nvest ment created on account of the project.

(3) No information shall be provided in the report that is
protected by state or federal confidentiality |aws.

Sec. 27. Section 77-5542, Reissue Revised Statutes of
Nebr aska, is anmended to read:

77-5542. (1) The Departnent of Revenue shall submt an
annual report to the Legislature no later than Mwreh July 15 each

year. The report shall list (a) the agreenments which have been signed
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during the previous cal endar year, (b) the agreenents which are stil
in effect, (c) the identity of each conpany, and (d) the location of
each project.

(2) The report shall also state by industry group (a) the
anmount of wage benefit credits and investnment tax credits allowed
under the Invest Nebraska Act, (b) the nunber of direct jobs created
at the projects, (c) the anmbunt of direct capital investnent under the
act, (d) the estinmated wage |evels of jobs created by the conpanies at
the projects, (e) the estimated indirect jobs and investnent created
on account of the projects, and (f) the projected future state and
| ocal revenue gains and |osses from all revenue sources on account of
the direct and indirect jobs and investnent created on account of the
proj ects.

(3) No information shall be provided in the report that is
protected by state or federal confidentiality |aws.

Sec. 28. Section 77-5715, Revi sed Statutes Cunul ative
Suppl enent, 2006, is anended to read:

77-5715. (1) For a tier 2, tier 3, tier 4, or tier 5
proj ect, qualified business means any  business engaged in:

(a) The conducting of research, developnent, or testing for
scientific, agricul tural, ani mal husbandry, food product, or
i ndustrial purposes;

(b) The perfornance of data processing, teleconmunication,
i nsurance, or financial services. For purposes of this subdivision,
financial services includes only financial services provided by any
financial institution subject to tax under Chapter 77, article 38, or

any person or entity licensed by the Departnent of Banking and Finance
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or t he f eder al Securities and Exchange Conmi ssi on and
tel econmunication services includes community antenna television

service, Internet access, satellite ground station. data center, cal

center, or telemarketing;

(c) The assenbly, fabrication, manufacture, or processing of
tangi bl e personal property;

(d) The adnministrative nanagenent of the taxpayer's
activities, i ncluding headquarter facilities relating to such
activities or the admnistrative managenent of any of the activities
of any business entity or entities in which the taxpayer or a group of
its sharehol ders holds any direct or indirect ownership interest of at
| east ten percent, including headquarter facilities relating to such
activities;

(e) The storage, warehousing, distribution, transportation,
or sale of tangible personal property;

(f) The sale of software developnent services, conputer
systens design, product testing services, or guidance or surveillance
systens design services or the licensing of technology if the taxpayer
derives at |least seventy-five percent of the sales or revenue
attributable to such activities relating to the project from sales or
licensing either to customers who are not related persons and | ocated
outside the state or to the United States Covernment; or

(g) Any conbination of the activities listed in this
subsecti on.

(2) For a tier 1 project, qualified business neans any
busi ness engaged i n:

(a) The conducting of research, developnent, or testing for
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scientific, agricul tural, ani mal husbandry, food product, or
i ndustrial purposes;

(b) The assenbly, fabrication, manufacture, or processing of
tangi bl e personal property;

(c) The sale of software developnent services, conputer
systens design, product testing services, or guidance or surveillance
systenms design services or the licensing of technology if the taxpayer
derives at |least seventy-five percent of the sales or revenue
attributable to such activities relating to the project from sales or
licensing either to custoners who are not related persons and are
|ocated outside the state or to the United States Governnent; or

(d) Any conbination of activities listed in this subsection.

(3) Qualified business does not include any business
activity in which eighty percent or nore of the total sales are sales
to the ultinate consuner of food prepared for inmediate consunption or
are sales to the ultimte consumer of tangi ble personal property which
is not assenbled, fabricated, nanufactured, or processed by the
taxpayer or used by the purchaser in any of the activities listed in
subsection (1) or (2) of this section

Sec. 29. Section 77-5725, Revised Statutes Cumulative
Suppl enent, 2006, is anended to read:

77-5725. (1) Applicants may qualify for benefits under the
Nebraska Advantage Act in one of five tiers:

(a) Tier 1, investnment in qualified property of at |east one
mllion dollars and the hiring of at |east ten new enployees. There
shall be no new project applications for benefits under this tier

filed on or after January 1, 2011, w thout further authorization of
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the Legislature. Al conplete project applications filed before
January 1, 2011, shall be considered by the Tax Comm ssioner and
approved if the project and taxpayer qualify for benefits. Agreenents
may be executed with regard to conpleted project applications filed
before January 1, 2011. Al project agreenments pending, approved, or
entered into before such date shall continue in full force and effect;

(b) Tier 2, investment in qualified property of at |east
three mllion dollars and the hiring of at |east thirty new enpl oyees;

(c) Tier 3, the hiring of at least thirty new enployees.
There shall be no new project applications for benefits under this
tier filed on or after January 1, 2011, without further authorization
of the Legislature. Al conplete project applications filed before
January 1, 2011, shall be considered by the Tax Commi ssioner and
approved if the project and taxpayer qualify for benefits. Agreenents
may be executed with regard to conpleted project applications filed
before January 1, 2011. Al project agreements pending, approved, or
entered into before such date shall continue in full force and effect;

(d) Tier 4, investnent in qualified property of at least ten
mllion dollars and the hiring of at |east one hundred new enpl oyees;
and

(e) Tier 5, investment in qualified property of at |east
thirty million dollars. Failure to maintain an average nunber of
equi val ent enployees as defined in section 77-5727 greater than or
equal to the nunber of equivalent enployees in the base year shall
result in a partial recapture of benefits.

(2) Wien the taxpayer has met the required levels of

enpl oynent and investnent contained in the agreenent for a tier 1,
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tier 2, tier 4, or tier 5 project, the taxpayer shall be entitled to
the follow ng incentives:

(a) A refund of all sales and use taxes for a tier 2, tier
4, or tier 5 project or a refund of one-half of all sales and use
taxes for a tier 1 project paid under the Local Option Revenue Act
the Nebraska Revenue Act of 1967, and sections 13-319, 13-324, and
13-2813 from the date of the application through the neeting of the
required levels of enploynent and investnent for all purchases,
including rentals, of:

(i) Qualified property used as a part of the project;

(ii) Property, excluding notor vehicles, based in this state
and used in both this state and another state in connection with the
proj ect except when any such property is to be used for fundraising
for or for the transportation of an el ected official

(iii) Tangible personal property by the owner of the
i nprovenent to real estate that is incorporated into real estate as a
part of a project; and

(iv) Tangi bl e personal property by a contractor or
repairperson after appointnent as a purchasing agent of the owner of
the inprovenent to real estate. The refund shall be based on fifty
percent of the contract price, excluding any land, as the cost of
materials subject to the sales and use tax; and

(b) A refund of all sales and use taxes for a tier 2, tier
4, or tier 5 project or a refund of one-half of all sales and use
taxes for a tier 1 project paid under the Local Option Revenue Act
the Nebraska Revenue Act of 1967, and sections 13-319, 13-324, and

13-2813 on the types of purchases, including rentals, listed in
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subdivision (a) of this subsection for such taxes paid during each
year of the entitlement period in which the taxpayer is at or above
the required |l evel s of enploynent and investnent.

(3) Any taxpayer who qualifies for a tier 1, tier 2, tier 3,
or tier 4 project shall be entitled to a credit equal to three percent
times the average wage of new enployees tines the nunber of new
enpl oyees if the average wage of the new enployees equals at | east
sixty percent of the Nebraska average annual wage for the year of
application. The credit shall equal four percent times the average
wage of new enpl oyees tines the nunber of new enployees if the average
wage of the new enployees equals at |east seventy-five percent of the
Nebraska average annual wage for the year of application. The credit
shal | equal five percent tines the average wage of new enpl oyees tines
the nunber of new enployees if the average wage of the new enpl oyees
equals at |least one hundred percent of the Nebraska average annual
wage for the year of application. The credit shall equal six percent
times the average wage of new enployees tines the nunber of new
enpl oyees if the average wage of the new enpl oyees equals at |east one
hundred twenty-five percent of the Nebraska average annual wage for
the year of application. For conputation  of such credit:

(a) Average annual wage nmeans the total conpensation paid to
enpl oyees during the vyear at the project who are not base-year
enpl oyees and who are paid wages equal to at |east sixty percent of
the Nebraska average weekly wage for the year of application divided
by the nunber of equivalent enployees nmaking up such total
conmpensati on;

(b) Average wage of new enployees neans the average annual
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wage paid to enployees during the year at the project who are not
base-year enployees and who are paid wages equal to at |east sixty
percent of the Nebraska average weekly wage for the vyear of
application; and

(c) Nebraska average annual wage nmeans the Nebraska average
weekly wage tinmes fifty-two.

(4) Any taxpayer who has net the required levels of
enpl oynent and investnent for a tier 2 or tier 4 project shall receive
a credit equal to ten percent of the investment made in qualified
property at the project. Any taxpayer who has nmet the required |levels
of investnment and enploynent for a tier 1 project shall receive a
credit equal to three percent of the investnent nade in qualified
property at the project.

(5) The credits prescribed in subsections (3) and (4) of
this section shall be allowable for conpensation paid and investments
made during each year of the entitlenent period that the taxpayer is
at or above the required levels of enployment and investnent.

(6) The credit prescribed in subsection (4) of this section
shall also be allowable during the first year of the entitlenent
period for investnent in qualified property at the project after the
date of the application and before the required |levels of enploynent
and investnent were net.

(7)(a) A taxpayer who has nmet the required levels of
enpl oynent and investment for a tier 4 project shall receive the
incentive provided in this subsection. Such investnent and hiring of
new enpl oyees shall be considered a required level of investnent and

enpl oynent for this subsection and for the recapture of benefits under
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this subsection only.

(b) The following property used in connection wth such
project or projects and acquired by the taxpayer, whether by |ease or
purchase, after the date the application was filed shall constitute
separate cl asses of personal property:

(i) Turbine-powered aircraft, including turboprop, turbojet,
and turbofan aircraft, except when any such aircraft is used for
fundraising for or for the transportation of an elected official;

(ii) Mopbnframe business—conputers Conputer systems, nade

up of equipnent that is interconnected in order to enable the

acquisition. storage. nmnipulation. nenagenent. novenent. control

di spl ay. transni ssi on, or reception of data involving conputer

software and hardware, used for business information processing

which require environmental controls of tenperature and power and
which are capable of simultaneously supporting nore than one

transaction and nore than one wuser. A conputer system includes

ptus peripheral conponents which require environmental controls of

tenperature and power connected to such conputers— Conputer

peripheral  computer syst ens. Peri pher al conmponent s shal | be

limted to additional nenory units, tape drives, disk drives, power

suppl i es, cool i ng units, dat a swi t ches, and conmuni cat i on

controllers

(iii) Depreciable personal property used for a distribution
facility, including, but not limted to, storage racks, conveyor
mechani snms, forklifts, and other property used to store or nove
products; and

(iv) Personal property which is business equipment |ocated
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in a single project if the business equipnment is involved directly in
t he manuf act ure or processi ng of agricul tural products.

(c) Such property shall be eligible for exenption from the
tax on personal property from the first January 1 following the date
of acquisition for property in subdivision (7)(b)(i) of this section,
or fromthe first January 1 following the end of the year during which
the required levels were exceeded for property in subdivisions
(7)(b)(ii), (iii), and (iv) of this section, through the ninth

Decenber 31 after the first year the any property included in

subdivisions (7)(b)(ii)., (iii), and (iv) of this section qualifies

for the exenption. In order to receive the property tax exenptions
allowed by subdivisions (7)(b)(i), (ii), (iii), and (iv) of this
section, the taxpayer shall annually file a claim for exenption with
the Property Tax Administrator on or before My 1. The form and
supporting schedules shall be prescribed by the Property Tax
Adm nistrator and shall list all property for which exenption is being
sought wunder this section. A separate claim for exenption nust be
filed for each project and each county in which property is clained to
be exenmpt. A copy of this form nust also be filed with the county
assessor in each «county in which the applicant is requesting
exenpti on. The Property Tax Admnistrator shall determne the
eligibility of each itemlisted for exenption and, on or before August
10, certify such to the taxpayer and to the affected county assessor.
In determining the eligibility of items of personal property for
exenption, the Property Tax Administrator is limted to the question
of whether the property claimed as exenpt by the taxpayer falls within

the classes of property described in subdivision (7)(b) of this
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section. The determ nation of whether a taxpayer is eligible to obtain
exenption for personal property based on neeting the required |evels
of investnent and enploynent is the responsibility of the Tax
Commi ssi oner. Notwi thstandi ng any other provision of law, the Property
Tax Administrator shall be allowed access to the applications and such
other records of the Departnent of Revenue as necessary in order to
determine the eligibility for exenption.

(8) The investnent thresholds in this section for a
particular year of application shall be adjusted by the nethod
provided in this subsection. Beginning Cctober 1, 2006, and each
October 1 thereafter, the Producer Price Index for all commodities,
published by the United States Departnent of Labor, Bureau of Labor
Statistics, for the nobst recent available period shall be divided by
the Producer Price Index for the first quarter of 2006 and the result
multiplied by the applicable investnent threshold. The investnent
thresholds shall be adjusted for curulative inflation since 2006. If
the resulting anmobunt is not a multiple of one mllion dollars, the
amount shall be rounded to the next |owest one nillion dollars. The
i nvestment thresholds established by this subsection apply for
purposes of project qualifications for all applications filed on or
after January 1 of the following year for all years of the project.
Adj ustnents do not apply to projects after the year of application.

Sec. 30. Section 77-5803, Revi sed Statutes Cumul ative
Suppl enent, 2006, is anended to read:

77-5803. (1) Any business firm which nakes expenditures in
research and experinental activities as defined in section 174 of the

Internal Revenue Code of 1986, as anended, in this state shall be
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allowed a research tax credit as provided in the Nebraska Advantage

Research and Devel opnent Act. The credit amount shall equal three

that—the——credit—s—eclainmped- fifteen percent of the federal credit

all owed under section 41 of the Internal Revenue Code of 1986, as

amended. The credit shall be allowed for the first tax year it is
clainred and for the four tax years immediately follow ng.

(2) The For any business firm doing business both within

and without this state, the anount expended in research and

experinmental activities in this state in any tax year nmay be
determi ned either by satisfactory proof of purchase or by apportioning

the anmpunt deducted of the credit on the federal incone tax return

to the state based on the average of the property factor as determ ned
in section 77-2734.12 and the payroll factor as determned in section
77-2734.13.

Sec. 31. Section 77-5904, Revi sed Statutes Cumul ative
Suppl enent, 2006, is anended to read:

77-5904. (1) The Departnment of Revenue shall accept
applications for tax credits from taxpayers who are actively engaged
in the operation of a mcrobusiness in a distressed area or who wll
establish a mcrobusiness that they wll actively operate in a
distressed area wthin the current or subsequent tax year.

Applications shall be filed by Novenber 1 and shall be conplete by
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Decenber 1 of each calendar year. Any application that is filed after

Novenber 1 or that is not conplete on Decenber 1 shall be considered

to be filed during the follow ng cal endar vear.

(2) The departnent nay convene an advisory commttee of
individuals with expertise in snmall business devel opnent, |ending, and
community developnent to evaluate applications and advise the
departnent in authorizing tentative tax credits.

(3) The application shall be on a form developed by the
departnent and shall contain:

(a) A description of the m crobusiness;

(b) The projected income and expendi tures;

(c) The nmarket to be served by the microbusiness and the way
t he expansi on addresses the market;

(d) The anpbunt of projected investnment or enploynent
i ncrease that would generate the credit;

(e) The projected inprovenent in income or creation of new
sel f-enpl oynent or other jobs in the distressed area;

(f) The nature of the applicant's engagenent in the
operation of the nicrobusiness; and

(g) O her docunents, plans, and specifications as required
by the departnent.

Sec. 32. Sections 1, 3, 4, 5, 6, 7, 8, 12, 13, 14, 21, 22,
23, and 34 of this act becone operative on January 1, 2008. The other
sections of this act become operative on their effective date.

Sec. 33. Oiginal sections 77-3,112, 77-2712.03, 77-27,190,
77-27,192, 77-4105, 77-4110, 77-4933, and 77-5542, Reissue Revised

Statutes of Nebraska, and sections 77-2711, 77-2712.05, 77-27,187.01,

-92-



LB 223 LB 223

1 77-27,187.02, 77-27,188, 77-27,189, 77-5715, 77-5725, 77-5803, and
2 77-5904, Revised Statutes Cunul ative Supplenment, 2006, are repealed.
3 Sec. 34. Oiginal sections 77-375, 77-2701.35, 77-2703.04,
4 77-2790, 77-27,131, 77-3102, 77-3903, and 77-3904, Reissue Revised
5 Statutes of Nebraska, and sections 77-2701, 77-2701.04, 77-2703, and
6 77-2756, Revised Statutes Cunul ative Supplenment, 2006, are repealed.
7 Sec. 35. The following section is outright repeal ed: Section
8 77-2703. 02, Revi sed Statutes Cunul ati ve Suppl enent , 2006.
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