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LEGISLATIVE BILL 526
Approved Ly the Governor June 2, 1973

Introduced by £urbach, 19, Chmne of Revenue, for the
Governor

AN ACT to amend sections 77-2730, 77-2733, 77-2769, and
1129, 119, Reissue Revised Statutes of
Nebraska, 1943, and sections 77-2715 and
77-2734, Revised Statutes Supplement, 1972,
relating to taxation; to «correct internal
references; to clarify provisions; to provide
for resident estates or trusts; to provide for
electing small business ccrporations; to
provide for estimated tax of corporations; to
provide for credits; to provide for wmandatory
examinations; to provide for the use of tax
information; and to repeal the original
sections.

Be it enacted bty the people of the State cof Nekraska,

Section 1. That section 77-2715, Revised
Statutes Supplement, 1972, be amended to read as follows:

77-2715. (1) A tax is hereby imposed for each
taxable year on the entire income of every resident
individual of this state and on the income of every
nonresident individual of this state which is derived
from sources within this state. The tax shall be a flat
percentage of, for each resident individual, the
taxpayer's adjusted federal income tax liability for the
taxable year, and for each nonresident individual, the
taxpayer's adjusted federal income tax liability for the
taxable year which is attributable to income derived from
sources within this state.

The taxpayer's adjusted federal income tax
liabkility shall te the amount of federal income tax,_ _as
determined under_Subtitle A, _Chapter _I, _subchapter _A,
Parts 1, V, and VI _of _the _Internal__Revenue__Code, for
which the taxpayer would have been 1liakle if such
taxpayer had paid federal income tax based on federal
taxable income as adjusted by the modifications provided
in section 77-2716 without any allowance for credits
against such tax permitted under the 1Internal Revenue
Code.

The adjusted federal income tax liability of each
nonresident individual taxpayer which is attributable to
income derived from sources within this state shall be
determined by multiplying his adjusted federal income tax
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liability by a fraction, the numerator of which is his
taxable income derived from sources within this state as
determined by section 77-2733, and the denominator of
which is his total federal taxaktle income, after first
subtracting from each the amounts provided in subsection
(1) of section 77-2716; Provided, that if the abkove
determination attributes more or less federal income tax
than is reasonatly attritutatle to income derived from
sources within this state, the taxpayer may petition for,
or the Tax Commissioner may require, the emplcoyrent of
any other method to attribute an amount of federal income
tax which is reasonatble and equitable in the
circumstances.

(2) (a) A resident of this state shall mean an
individual who is domiciled in Nektraska or who wmaintains
a permanent place of akode in this state and sgends in
the aggregate more than six months of the taxable year in
this state; and

(E) A nonresident shall mean an individual who is
not a resident of this state.

(3) (a) There shall also ke allowed to resident
individuals as a credit against the tax imposed by
sections 37-2764 77-2714 to 77-27,135, a fcod sales tax
credit equal to ten dollars multiplied by the number of
allowable personal exemptions claimed for individuals who
are residents, exclusive of the extra exemptions
allowatle for age or Eklindness. A rTefund shall be
allowed to the extent that the food sales tax credit
exceeds the income tax payable ty the resident individual
for the taxable year but no refund shall be made in any
amount less than two dollars.

(b) No individual who may te claimed as a
personal exemption on ancother individual's return shall
be entitled to a fcod sales tax credit or refund for
himself. If a food sales tax credit or refund is claimed
on more than one return for the same individual, the Tax
Commissioner is authorized to determine the individual
entitled to claim the credit or refund provided herein.

(c) Any individual, other than a person who for
more than six months of the taxable year is a resident
patient or inmate of a public institution or an
organization exempt from tax as a charitaktle instituticn,
who maintains a permanent place of abode within this
state, spending in the aggregate more than six months of
the taxable year within this state, shall e conclusively
presumed to have paid or paid with respect to such
personal exemptions retail sales and use taxes imposed by
this state equal to the maximum food sales tax credit
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allowatle.

(d4) 1be credits or refunds for sales taxes
allowed by this suksection shall be claimed on income tax
returns or in the case of an individual not having tax
liakility in this state on such forms or claims for
retunds as the Tax Commissioner shall prescrike.

sec. 2. That section 77-2730, Reissue Revised
Statutes of Nebraska, 1943, be amended to read as
follows:

97-2730. (1) A resident individual and a

resident_estatc__or__trust shall te allowed a credit
against the income tax otherwise due for the amount of
any income tax imposed on him for the taxakle year by
another state of the United states or a political
subdivision thereof or the District of Cclumbia on inccme
derived fron sources therein and which is also subject to
income tax under the provisions of sections 77-2714 to
77-27,124.

(2) The credit provided under the provisicns of
sections 73-2764 77-2714 to 77-27,135 shall not exceed
the proportion of the income tax otherwise due under the
provisions of sections 77-2764 77-2714 to 77-27,135 that

the amount of the taxpayer's taxable adjusted _gross

income or_total income derived from sources in the other

sec. 3. That section 77-2733, Reissue Revised
Statutes of Nebraska, 1943, be amended to read as
follows:

17=-2733, (1) The taxable inccme of a nonresident
derived from sources within this state shall be the sum
of the following:

(a) The net amount of items of income, gain,
loss, and deduction entering into his federal taxakble
income which are derived from or connected with sources
in this state including (i) his distributive share of
pactnership income and deductions determined under the
provisions of section 77-2729; (ii) his share cf small
business corporation taxable income determined under the
provisions gf section 77-2734; and (iii) his share of
estate or trust income and deductions determined under
the provisions of section 7171-2725;

(b) The portion of the modifications described in
subsection (1) of section 77-2716 which relates to income
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derived from sources in this state, including any
modifications attributable to him as a partner; and

(c) The amount of the standard deduction or
itemized deductions and the personal exemptions allowakle
for a nonresident shall be limited Ly the percentage
which his adjusted gross income from sources within this
state is to his entire adjusted gross inccme.

(2) Items cf income, gain, loss, and deduction
derived from or connected with sources within this state
are those items attritutable to:

(a) The ownership or disposition of any interest
in real or tangilkle personal property in this state; and

{b) A business, trade, profession, or occupation
carried on in this state.

(3) Income from intangitle jferscnal progerty
including annuities, dividends, interest, and gains from
the disposition of intangibtle personal progerty, shall
constitute inccme derived from sources within this state
only to the extent that such income 1is from property
employed in a business, trade, profession, or occupation
carried on in this state.

(4) Deductions with respect to capital losses,
net long-term capital gains, and net ocperating losses
shall be based solely on income, gains, losses, and
deductions derived from or connected with sources in this
state, under requlations to Lte jrescrikted Lty the Tax
Commissioner but otherwise shall bFte determined in the
same manner as the corresponding federal deductions.

(9) I[f a4 Dbusiness, trade, profession, or
occupation is carried on partly within and partly without
this state, the items ot 1income and deduction derived
from or connected with sources within this state shall be
determined by apportionment and allocation under
regulations to te prescrikted ty the Tax Commissicner.

(6) Compensation paid bty the United States for
service in the armed forces «c¢f the United States
performed by a nonresident shall not constitute inccme
derived from sources within this state.

(7) _Compensation_paid Ly _a__resident _cstate oi

{8) Compensation_paid_ty a__tusiness, _trade, _or
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within this state_if:

f(a)__The_ _individual's service is performed

(b) The_individual's_service _is__performed _bgth

within and_without this_state, but_ the servicg_-perfor!ed
without this_state_ _is__incidental _to__the _individual's

service_within_this_state;

(c) _The_individual's_service_ is_performed without
this_state, tut the service performed without this_ _state

is_related _to__the _transactions__and__activity _of _the

business, trade, or profession__carried _on__within_ _this
state; or

(d) _some_of the _service_ _is__performed _in__this

state_and_(i) the_ rase_of_ operations, or, if there is__no

base_of operations, the place_ from_which_the_ _service _is

directed_or_controlled is_in_this_state, or_ (ii) the base
which _the _service _is

but _the _ipdividual's

Sec. 4. That section 77-2734, BRevised Statutes
Supplement, 1972, ke amended to read as follows:

77-2734. (1) A tax is hereby imposed for each
taxable year on the taxable income derived from sources
within this state of any corporation or any other entity
taxed as a corporation under the Internal Revenue Code
whose business within this state during the taxatle year
consists exclusively of foreign commerce, interstate
commerce, or toth, at a rate equal to twenty-five per
cent of the rate imposed on individuals under section
77-2715. For any taxpayer subkject to this section whose
fiscal vear does not coincide with the calendar year, the
rate initially set shall also apply for the period from
January 1, 1968, to the last day of his then current
fiscal year.

(2) Except as provided in subsection (1) of this
section, for the privilege of exercising its franchise or
doing business in this state in a corporate capacity,
there is herety imposed a franchise tax on each
corporation or any other entity taxed as a corporation
under the Internal Revenue Code according to or measured
by its entire net income derived from all sources within
this state for the taxable year at the rate imposed under
subsection (1) of this section. For the purposes of this
subsection the taxpayer's entire net income shall be its
federal taxable income derived from sources within this
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state as determined pursuant to sections 77-2735 to
77-2749 without regard to the modification referred to in
section 77-2741, the State of Nebraska herety adopting
method numbered (4) authorized by section 5219, United
States Revised Statutes, as amended, 12 USC Su8, for
state taxation of national banking associations. The tax
imposed by this subsection on naticnal banking
associations shall be in lieu of all taxes imposed by
this state on national banking associations to the extent
it is not permissible to tax such associations under
federal law. For the purpose of computing the franchise
or_income tax levied in this subseection section, the net
income of cooperative organizations shall be the entire
net income derived from all sources within this state,

patrons such portion-ef as_per _unit _retains, Fpatronage

refunds or dividends on stock derived-in attributable _to
this state as shall be excludible from-gross-income-eof or
deductible by such corporation for federal income tax
purposes. All provisions of sections 77-2714 to
77-27,124 relating to taxation of corporations shall
apply to franchise taxes or_income__taxes imposed under

this subsection section unless the context requires
othervise.

Any (a) corporation sukject to tax under section
44-1213, 77-908, 77-909, or 81-523, (k) corporations
organized as ccoperatives under Chapter 21, article 13,
(c) electric cooperatives organized under Chapter 70,
article 7, (d) nonstock cooperative marketing companies
organized under Chapter 21, article 14, (e) savings and
loan associations, (f) production <credit associations,
(g) persons licensed to engage in this state in the
business of purchasing installment paper, (h) installment
loan companies, (i) credit unions, (j) mutual investment
companies, (k) tanks for cooperatives, and (1) industrial
loan and investment companies, shall te credited, in the
computation of tax due under the provisions of this
section, with the amount paid during the taxable year as
taxes in lieu of intangikle tax.

(3) fa) A small business corporation having an
election in effect under subchapter S of the 1Internal
Revenue Code shall not be sukject to the Nebraska income
tax or franchise tax on corporations. 7-and-the

{b) _The shareholders of such corporation who__are
residents_of Nebraska shall include in their <taxabie
incomes their proportionate part share cf such

corporation's federal taxaktle income. <+$--Provided;--that
if
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(c)_1f any of--the--sharehoiders shareholder of

such corporation are-nonresidents is_a_nonresident during

any part of the corporation's taxable year, he shall file

a__MNebraska__income__tax__return__and__shall _include _in

Nebraska__adjusted__gross__income__that portion__of _the
determined__under__the

forward to_the_corporation, tefore_ the original_due__date

of the Nebraska _corporate _return, _an__agreement__which

Qr__connected
tate, and_such_agreement_ _shall _be
return__for__such

year--on--that--part--ef--the-—corporationts--income;--as
determined-under-the-provisions—of-—seetions--37-2335--¢o
33-2749;-attocable-to-the-shares-of—-stock-owned--ty--such
nonresident-untess-the-corporation-fites-with-its—-return
fo:-snch-yeat—an-ugreement—execﬂted—ty--each-—nonresident
stoekholder-stating-that-such--nonresident--witi--fite--a
Nebraska-income-tax-returh--which--witi--inciude--in--his
Nebraska-nonresident-adjusted-gross-income--that--portion
of-the-corporationts-Nebraska-taxabtle-income-atiocabie-to
such-nonresidentts-interest-in-such-corporations

{d) In___the absence of the nonresident

{e) __The Tax

Sec. 5. That section 77-2769, Reissue Revised
Statut=s of Netraska, 1943, Fte amended tc read as
tollows:

D

17=2769. (1) Every resident and nonresident
individual, corporation and other entity taxed as a
corporation under the Internal Revenue Ccde shall make a
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declaration of the estimated tax for the taxable year, in

such form as the Tax Comrmissioner may prescrite;
Provided, that (a) no declaration is reguired by an
individual if the estimated tax can reasonably be

expected to be less than forty dollars,_ _and__(b)_ _no

declaration_is_required by a_corporation_or_other__entity

than_one_hundred _dollars.

(2) (a) Estimated tax for an individual shall
mean the amount which the individual estimates toc be his
income tax under the provisions of sections 37-2764
which he estimates to ke the sum of any credits allowakle
for tax withheld under_section_77-2753,_ _fcod__sales__tax
credit under_section_77-2715, tax_paid_to__another__state
under_section_17-2730, and_tax_paid_on_gascoline_and_motor

purposes_under_section_€6-452.

(b) Estimated tax for a ccrporaticn or cther
entity taxed as a corporation under the Internal BRevenue
Code shall mean the amount which the «ccrperation or
business estimates to be its franchise__or income tax

under the provisions of sections F7-2764 77-2714 to
77-27,135 for the taxakle year tn-excess-cf-five-thousand
doilars;-computed-as-prescrited-ty-the-iaws-cf-the-dnited
States-for-estimating-federai-income-tax-and--apportioned
to-Nebraska-in-the-same-nanner-as-taxabie--income--is--so
apportioned less_the_amount which_ is_estimated_to_Le_ _the
sum_of _any_credits_allowable for in_ _lieu__of _intangitle
tax_paid_under suksection_(2) of secticn_177-2734 and__tax
paid_on_gasoline_and_motor fuels used_ _for_ _agricultural,

industrial, and nonhighway purposes_under_section_66-452.

(3) If they are eligible to do so for federal tax
purposes, a hustand and wife may make a joint declaration
of estimated tax as if they were one taxpayer, in which
case the liatility with respect to the estirated tax
shall be joint and several. If a joint declaration is
made but hustand and wife elect to determine their taxes
separately, the estimated tax for such year may be
treated as the estimated tax of either husktard cr wife,
or may be divided Letween them, as they may elect.

(4) An individual or__corporation may amend a
declaration under regulations prescrikted Eky the Tax
Commissioner.

(5) The declaration of estimated tax for an

individual under a disability shall te made and filed in
the manner provided in subsection (2) of secticm 77-2763

b it 1225



LB526

for an income tax return.

(6) The declaration and payment of estimated tax
shall be filed or paid, as the case may be, on or before
the dates prescribed by the laws of the United States for
filing declarations and payment of estimated federal
income tax, except that the Tax Commissioner, ky rule and
regulation, may estaklish other dates for filing
declarations and payment of estimated tax.

(7) The application of the provisions of this
section to taxatle years of less than twelve months shall
be in accordance with requlations prescribed by the Tax
Commissioner.

(8) Payment of the estimated income tax or any
installment thereof, shall te considered fpayment on
account of the income tax imposed under the provisions of
sections 73-2764 17-2714 to 177-27,135 for the taxable
year.

Sec. 6. That section 77-27,119, Reissue Bevised
Statutes of Nebraska, 1943, be azended tc read as
follows:

77-27,119. (1) The Tax Commissioner shall
administer and enforce the income tax imposed Ly sections
33-2764 17-2714 to 77-27,135 and he is authorized to
conduct hearings and to make such rules and regulations
and to require such facts and information to be reported
as he may deem necessary to enforce the income tax
provisions of sections 77-2764 17-2714 tc 77-27,135;

Provided, that such rules, regulations and reports shall
not be inconsistent with the laws of this state or the
laws of the United States. The Tax Commissioner may for
enforcerent and administrative purposes divide the state
into a reasonatle number of districts in which branch

offices may be maintained.

(2) The Tax Commissioner may prescrikte the fcrm
and contents of any return or other document required to
be filed under the income tax ¢provisions of sections
33-23964 17-2114 to 77-27,135; Provided, that such return
or other document shall ke compatikle as to form and
content with the return or document required bty the laws
of the United States; and__provided further, that
commencing with the taxable year 1971, the form shall
have a place for the taxpayer to designate the schcol
district in which he lives and the county in which the
district is located.

(3) The Tax Commissioner, for the purpose of
ascertaining the correctness of any return or cther
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document required to be filed under the income tax
provisions of sections #7-2764 77-2714 to 77-27,135, for
the purpose of determining corporate income, corporate
franchise, individual income, and withholding tax due, or
for the purpose of making an estimate of taxaktle income
of any person, shall have the power to examine or to
cause to have examined, by any agent or recpresentative
designated by him for that purpose, any books, fagers,
records or memoranda bearing upon such matters and may,
by summons, require the attendance of the person
responsible for rendering such return or other document,
or remitting any tax, or any officer or employee of such
person, or the attendance of any other person having
knowledge in the premises, and way take testimony and
require proof material for his information, with power to
administer oaths to such person or persons. Such

which__(a) _is__not _incorporated__or domesticated in
Nebraska, (b) has__gross__anpuwal _sales_ _of _ten__million
dollars_or_more, and_(c) is_not_examined Ly _a_state_ _with
i ebraska_ha n__agreement _for_ _the_ _exchange_ _of

examination or_ audit information.

(4) The time and place of examination pursuant to
the provisions of this section shall &Le such tise and
place as may be fixed by the Tax Commissioner and as are
reasonable under the circumstances. In the case of a
summons, the date fixed for appearance bLefore the Tax
Commissioner shall not ke less than twenty days from the
time of service of the summons.

(5) No taxpayer shall ke sukjected to
unreasonable or unnecessary examinations or
investigations.

(6) Except in accordance with proper judicial
order or as otherwise provided bty law, it shall be
unlawful for the Tax Commissioner, any officer or
employee of the Tax Commissioner, any person engaged or
retained by the Tax Commissioner co¢n an independent
contract basis, or any person who, pursuant to this
section, is permitted to inspect any report cor return or
to whom a copy, an abstract or a portion of any report or
return is furnished, or_any other_person, to divulge, or
make known,_or_use in any manner the amount of income or
any particulars set forth or disclosed in any report or
return required except_for_the_purpose_of _enforcing _the
provisions__of _sections_ _77-2714__to __177-27,135. The
officers charged with the custody of such repcrts and
returns shall not be required to produce any of them or
evidence of anything contained in them in any action or
proceeding in any court, except on behalf of the 1Iax
Commissioner in an action or proceeding under the
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provisions of the tax law to which he is a party, or on
behalf of any party to any action or prcceading under the
provisions of sections 33-2764% 17-2714 to 77-27,135 when
the reports or facts shown thereby are directly involved
in such action or proceeding, in either of which events
the court may require the production of, and may admit in
aevidence, so much of said reports or of the facts shaown
thereby as are pertinent to the action or proceeding and
no more. Nothing herein shall Lte construed (a) to
prohibit the delivery to a taxpayer, his duly authorized
representative, or his successors, receivers, trustees,
executors, administrators, assignees, or guarantors, if
directlv interested, of a certified copy cf any return or
report in connecticn with his tax, (b) to prohibit the
publication of statistics so classified as to prevent the
jdentification of particular reports or returns and the
items thereof, (c) to prohiktit the inspection by the
Attorney General or other legal representatives of the
state of the report or return of any taxpayer who shall
bring ar action to review the tax tased thereon, or
against whom an action or proceeding for collection of
tax has been instituted, or (d) to prohibit turnishing to
the Nebraska Workmen's Compensation Court the names,
addresses, and identification numbers of employers, and
such information shall be furnished on request of the
court. Any person who violates the provisions of this
subsection shall te quilty of a felony and shall, wufon
conviction thereof, be fined not less than one hundred
dollars nor more than five hundred dcllars, or be
imprisoned not more than five years, or lLe both so fined
and imprisoned, in the discretion of the court, together
with costs of prosecution. If the offender is an officer
or employee of the state, he shall Lte dismissed from
office and be ineligible to hold any purlic office in
this state for a period of two years thereafter.

(7) Reports and returns required to te filed
under income tax provisions of sections F7-2764 17-21714
to 77-27,135 shall tec preserved for three years and
thereafter until the Tax Commissioner orders them to be

destroyed.

(8) Notwithstanaing the provisicns of suksection
() of this scction, the Tax Commissioner may permit the
Secretary of the Treasury of the United States or his
delegates, or the proper officer of any state imposing an
income tax, or the authorized representative cf either
such officer, to inspect the income tax returns of any
taxpayer, or may furnish to such ctficer or his
authorized representative an abstract of the return of
income ot any taxpaver or supply him with information
concerning an item of income contained in any return, or
disclosed by the report of any investigation cof the
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income or return of income of any taxpayer Lut such
permission shall ke granted only if the statutes o¢f the
United States or of such other state, as the case may te,
grant sukstantially similar privileges to the Tax
Cormissioner of this state as the officer charged with
the administration of the income tax impcsed by the

(9) The Tax Commissioner may permit other tax
officials of this state to inspect the tax returns and
reports filed under the provisions of sections 37-2764
37-2714 to 77-27,135 tut such inspection shall be
permitted only for purposes of enforcing a tax law and
only to the extent and under the conditions prescribed by

the regulations o¢f the Tax Commissioner. The Tax

laws_of this_state_and_in__the__report _of _an__audit__or

investigation made with_ __respect theretoc._ ____Such

Sec. 8. That original sections 77-2730,
717-2733, 77-2769, and 77-27,119, Reissue Revised Statutes
of Nebraska, 1943, and sections 77-2715 and 77-2734,
Revised Statutes Supplement, 1972, are repealed.
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