ESISLATIVE BILL 589
Approved bv tha Governor Nay 27, 197s
Introducsq by Carsten, 2, for the Governnr

AN ACT to amend section TE=27106: 0., Revised Statutes
Supplement, 1974, anq section 77-2734, Reviseq
Statntes Sunplement, 1274, as amended by
section 1, Lajislative Bill 123, Eighty-fourth
Legislature, First Session, 1975, relating to
taxation; to sat the maximum personal income
tax rate for 1975;: +»> change the formula for
settingy rates; to provide additional times
#hen rates 21y be changed; to decrease the
corporate rate angd provide step rates; to
provide dutias; to define a term; to provide
an operative date; ¢to repeal the original
sections; and to declare an emergency.

B2 it enacted by th2 paople of tha State of Nebraska,

Section 1. That section 77—2715.01, Revised
Statutes Supplement, 1974, be amended to read as follows:

17-2715.01. (1) Except-as-peavided—in—subseetien
{ar—ef—ehis—section;—an On or befora November 15 of each
ysar, the State Board of Equalization ang Assessment
shall set the rate of the income tax imposed by section
77-2715 for the taxabla year bejinning in the Subseguent
Cilendar year, and the rate of the sales tax imposed by
Subsection (1) of section 77-2703 which Will be effective
from January 1 through December 31 of the Succeeding
year. For_the ¥Y2ar_commancing Januacy 1, 1975,

Recognizing that an adequate cash flow is
necessary to maintain the orderly implementation of
various legislative acts, it is mandatory that the
funding of those acts which have a fiscal impact beyond a
current appropriations year be considered when setting
the sales and income tax rates, Accordingly, the purpose
of this subsection is to provida that the State Board of
Ejualization angd Assessment shall set rates based on
appropriations and tha ?Xpress obligations of the
L2gyislature for the two succeeding calendar years
following the Late-setting date, Such action will
provide an adequate cash flow, the orderly implementation
of the funding of acts as intendeqd by the Legislature,
and eliminate drastic fluctuations in the state sales and
income tax rates.
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(a) In fixing the rates, the Gtate Board of
Ejualization and Assessmnent shall first determine the
status of all apptopriations and express sbligations for
the next twd succeediny calendar years following the
rate-setting date whizh must be financed from the
raceipts from the sales and use taxes, the individual and
corporation income ani franchise taxes and other
miscellan2ous receipts to the General Fund, from 2
cartified statement of .all 1ppropriations and express
obligations for the next two succeedingy calendar years
frllowing the rate-setting date made by the most recent
rajular session of the Legislature, which statement the
pirector of Administrative sarvicas shall prepare and
furnish prior to the conveninjy of such bhoard.

(b) If the Lejyislature should meet in a special
sassion during any year, the board shall add to the

appropriations and =2xpress shligations as certified
pacrsuant td subdivision (3) af this subsection, the
appropriation for the legislative session, all

miscellan20uUs clains, desficiency bills, and all emergency
appropriations and expr2ss obligatinns.

(c) The board shall then determine the balance of
the General Funi at tha bejinning »f the period under
consideration and the estimated receipts to the General
Fund from all sources other than the sales, use, income,
and franchise taxes €or this period.

(d) The board shall then set the rates of the
sales tax and income tax so that the ostimated funds
availabl= parsuant to subdivision (%) of this subsection
plus astimated receipts from the sales, use, income, and
franchise taxes will be not less than fiyve per cent in
axcass df the appropriations and express obligations for
the next two succeedin3y calendar years following the
caite-setting date as Astarmined pursuant to subdivisions
(2) and (bh) of this subsection. The purpose of this
sabdivision is to insura that there shall. ‘be maintained
in the state treasury an adequate Ganeral Fund balance,
considering cash flow, to neet the appropriations and
express obligations as certified as provided in
subdivision (a) of this subsection.

(2) The rates of the sales and income taxes shall
be fixed so that the total sales and use taxes levied
will as nearly as possible equal the total individual

income and-fpanehise-taxes tax laviad for the calendar

year for which the rat2s SO0 fix2d will be effective.

(f) For purposes of this subsection, total sales
and use taxes levied shall mean the total state sales and
use tax liability of 111 taxpayers for the calendar year
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minus tstal foongd sales tax credits attributable to the
Same period. Total inzome and franchis> tayes levied
shall mean the total state income and franchise tax
liability of 311 taxpayars for tha calendar Year, before
daduction »f fonq sales tax credits.

(3) The sales tax rate so fixed by the board
shall be an increment of one half of one per cent, and
the income tax rate so fixed shall be an increment of one
per cent.

(h) For purposes of this section, express
obligation shall pean in  oblijation which has fiscal
inpact identifiable by a sum certain or -hy an established
P2rcentajye or othor detarminative factor or' tactors,

Legislature, _within thirty days after special
session of the Legislature, anqg also within thirty days
after receiving a report from the Tax Commissioner that
there have been significant changes in the provisions of
the Intarnal Revanua Code nof 1954 and amendments thereto,
other provisions of the 1laws of the United States
relatiny to federal inconme tiaxes, or the rules and
ra2julations issued under such laws, and shall determine
whether the rates for sales tax and income tax must he
changyed. 71 making such determination the board shall
recalculate the requirements pursuant to ths formula set
forth in Subsection (1) of this section, taking into
consideration the appropriations an4 express obligations
for such special session, all miscellaneous clainms,
deficiency bills, and al1 eMeryancy appropriations.

In the event tha board detarmines the rates nust
be changed as a result of such Eegular_or special sassion
OC as a result of a change in tha provisions of the
Internal Revenua Code of 1954 ang amendments thereto,
other provisions of the 1laws of the United States
relating to fed2ral incope taxes, and the rules and
ra2julatisns issueq under such laws, such sales tax rate
shall be made effective at the beginning of any calendar
month within the current calendar year ang such income
tax rate shall pe effactive for the current taxable year.

{3}—Fof—the—taxab}e—yexr-—eammencing-—aanuaty——4r
49337—the-indivtdaa}-in:ome-tax-f&*“——sha}i--be—-thrteen
per-ecents

Sec. 2. That section 77-2734, Ravised Statutes
Supplement, 1974, as amended by section 1, Legislative
B111 123, Eighty-fourth Legislature, First Session, 197s,
be amended to reaq as follows:
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77-2734. (1) A tax is hereby imposed for each
taxable year on the taxabla income jerived from sources
within this state of any corporation or any other entity
taxed as a corporation under th2 Internal Revenue Code
whose busin2ss within this state during the taxable year
consists axclusively of foreign commerce, interstate
comnerc=, OC both, at a rate equal to

77-2735:2n_Lh -fiva _thousand__dollafs_ - of
taxable_ in ate_of tuwenty- d__one
half_per_cent of such_ _LaX8-_2Z.~ all__taxable__income__ in
excess_of_twent sapd_dollars. For any taxpayer

subject to fiscal year does not
coincida with the calendar year, the rate initially set
shall also apply for th2 period from Januacy 1, 1968, to
the last day of his then current fiscal year.

(2) Except as provided in subsection (1) of . ‘thia
section, for the privileje of exercising its franchise or
doing busin=ss in this state in a corporate capacity,
there is hereby 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 incom=2 derivel from all sources within
this state for the taxable year at the rate rates imposed
under subsection (1)  of this section. For the purposes
of this subsection the taxpayer's antire net income shall
be its federal taxable income derived from sources within
this state as determinei pursuant to sections 77-2735 to
77-2749 without rejard to the modification referred to 1in
saction 77-2741, the State of Nebraska hereby adopting
mathod numbared (4) authorized by section 5219, United
States Revised Statutes, as amanded, 12 USC s5u8, for
state taxation of national banking associations. The tax
imposed by this subsection on national banking
associations shall be in lieu of all taxes imposed by
this state on national banking 1ssociations to the extent
it is not parmissible to tax such associations under
federal law. For the purpos® of computing the franchise
or incomn2 tax levied in this section, the net income of
cooperative organizations shall be the entire net income
darived from all sources WJithin this state, including
distributions of earnings and profits of the cooperative
t> members »r patrons such as dividends paid on capital
stock, nonpatronage income allocated to patrons, OrC
patronaje dividends attributable to this state as shall
be excludible or deductible by such corporation for

federal income tax purposecs; provided, that the
cooperative may deduct such distributions, not to inclnde
radanption of prior years' nonqualified notice of

allncation, to members OoT patrons that are paid in money.
A1l provisions of sections 77-2714 to 77-27,124 relating
to taxation of corporations shall anply to franchise
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taxes or income taixes imposed under this section unless
the context requires otherwise.

Any (a) corporation subject to tax under section
44-1213, 77-908, 77-909, or 81-5213, (b) corporations
organized as cooperativas under Chaptar 21, article 13,
(2) electric Cooperatives organized under Chapter 70,
acticle 7, (d) nonstock cooperative marketing companies
organiza2d4 under Chapter 21, article 14, (e) savings and
1oan associations, (F) production credit associations,
(3) persons licensed to engage in this state in the
business of pPurchasingy installmant paper, (h) installment
loan companies, (i) credit unions, (j) mutual investment
companies, (k) banks for cooperatives, and (1) industrial
loan ani investment companies, shall be credited, in the
computation of tax dus under the provisions of this
section, with the amount paid during the taxable year as
taxes in liay of intanyible tax.

(3) (a) A small business corporation having an
election in effect under subchapter s of the 1Internal
Revenue Code shall not ba subject to the Nebraska income
tax or franchise tax on corporations.

(b) The shareholders of such corporation who are
rasidents of Nebraska shall include in their incomes
their proportionate share of such corporation's federal
taxable income.

(c) If any sharaholder of such corporation is a
nonresident during any part of the corporation's taxable
year, he shall file a NYebraska income tax return and
shall include in Nebraska adjusted gross income that
paortion of the corporation's Nebraska inconme, as
determined under the provisions of sections 77-2735 to
77-2749, allscable to his interest in the corporation.
He shall execute and forward to the corporation, before
the original due date of the Nebraska corporate return,
an agreement which statas that he will file a Nebraska
income tax return and pay income tax on all income
derived from or connecta2d with sources in this state, and
Such agreement shall be attached to the corporation's
Nebraska return for such taxable yaar,

(4 In the absence of the nonresident
shareholder's executed agreement beiny attached ¢tp the
Nebraska corporate return, the corporation shall remit a
portion of his share of the corporation's taxable income
which was derived from.or attributable to this state,
which portion shall be ten per cent of the nonresident
sharehoslder's share of the corporation's income which was
darived from or attributable to sources within this
state.
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(2) The Tax Commissioner may require a
noncesident shareholder to file A Nabraska incoma taX
ra2turn 2van though his snly source »f Nebraska income was
his share of the corporation's income which was derived
from or attributable to sources within this state, and
the amount of remittanc2 by the corporation on behalf of
suzh noncesident shareh»lder shall he allowed as a credit
against his Nebraska income taX liability.

Sac.
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Sec. 6. That orijinal section 17=2715:01,
Ravised Statutes Supplement, 1974, ané section 11-213%:,
Revised Statutes Supplament, 1974, as amended by section
1, Lejislative Bill 123, Tighty-fourth Legislature, First
S2ssion, 1975, are repsaled,

Secs 7. Since an emergency exists, this act
shall be in full forca and take effact, fron and after
its passage andg approval, accoriingy to law.
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