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State of Nebraska ; o L

Nebraska Department of Revenue L

NOTICE is given that the Nebraska Department of Revenue (Department) will hold a regulation
hearing pursuant to Neb. Rev. Stat, § 84-907 on February 27, 2020, beginning at 10:00 AM, at
the Nebraska State Office Building, 301 Centennial Mall South, Room Lower-level B. The
purpose of this hearing is to take testimony and receive into evidence any documentation
concerning the adoption, repeal, and amendment of regulations within Title 316 and Title 150 of
the Nebraska Administrative Code as identified below.

The proposed changes: (1) Repeal outright Title 316, Neb. Admin. Code Ch. 13, Nameplate
Capacity Tax, because the regulations largely repeat the statutory language; (2) Repeal outright
Title 316, Neb. Admin. Code Ch. 48, State Board of Equalization and Assessment because the
regulations are obsolete due to the transfer of the duty for intercountry equalization from the
State Board of Equalization to the Tax Equalization and Review Commission; (3) Repeal
outright Title 316, Neb. Admin. Code Ch. 46, Motor Vehicles because the regulations are
obsolete due to replacing the property tax on motor vehicles with the motor vehicle tax; (4)
Repeal outright 22 regulations in Title 316, Neb. Admin. Code Ch. 24, Business Entity
Regulations — Corporate Income Tax and 7 regulations in Title 316 Neb. Admin. Code Ch. 25
Partnership Tax because these regulations were moved to a new Article within Title 316, Neb.
Admin. Code, Ch. 24; (5) Creation of Title 316, Neb, Admin. Code Ch. 15, Music Licensing
Agency Tax, to adhere to legislative mandate for the creation of a regulation to implement the
Music Licensing Agency Act pursuant to LB 1120 (2018).

-Title 316, Ch. 13, Nameplate Capacity Tax
The following regulations are repealed.:

REG-13-001 PURPOSE AND DEFINITIONS
REG-13-002 CALCULATING THE NAMEPLATE CAPACITY TAX
REG-13-003 COLLECTING AND DISTRIBUTING THE NAMEPLATE CAPACITY TAX

- Title 316, Ch. 48, State Board of Equalization and Assessment
The following regulations are repealed:

REG-48-001 SCOPE AND APPLICATION

REG-48-002 MEMBERSHIP; OFFICER; QUORUM

REG-48-003 ANNUAL MEETING; SPECIAL MEETING
REG-48-004 DUTIES OF THE SECRETARY

REG-48-005 NOTICE

REG-48-006 EQUALIZATION

REG-48-007 REVIEW OF ACTIONS OF THE COUNTY BOARD
REG-48-008 SETTING THE EXCISE TAX RATE

REG-48-009 DEMAND FOR ABSTRACT OF ASSESSMENT
REG-48-010 APPEALS



REG-48-011 RECERTIFICATION BY THE STATE BOARD OF EQUALIZATION AND
ASSESSMENT

.- Title 316, Ch. 46, Motor Vehicles
The following regulations are repealed.

REG-46-001 NATURE OF MOTOR VEHICLE

REG-46-002 DEFINITIONS

REG-46-003 SCHEDULE OF VALUES

REG-46-004 APPLICATION OF LEVIES

REG-46-005 COMPUTATION OF TAX

REG-46-006 COLLECTION OF TAXES

REG-46-007 TRANSFER OF OWNERSHIP

REG-46-008 EXPIRED OR LATE REGISTRATION

REG-46-009 OPTION TO REGISTER THREE OR MORE MOTOR VEHICLES ON A
CALENDAR YEAR BASIS, OR AN ANNUAL BASIS BEGINNING IN A MONTH CHOSEN
BY THE OWNER '

REG-46-010 DISTRIBUTION OF MOTOR VEHICLE

Title 316, Ch. 24, Business Entity Regulations — Corporate Income Tax

The following regulations are repealed:

REG-24-024 PROPERTY FACTOR: IN GENERAL

REG-24-025 PROPERTY FACTOR: PROPERTY USED

REG-24-026 PROPERTY FACTOR: CONSISTENCY IN REPORTING

REG-24-027 PROPERTY FACTOR: NUMERATOR

REG-24-028 PROPERTY FACTOR: VALUATION OF OWNED PROPERTY
REG-24-029 PROPERTY FACTOR: VALUATION OF RENTED PROPERTY
REG-24-030 PROPERTY FACTOR: AVERAGING PROPERTY VALUES
REG-24-031 PAYROLL FACTOR: IN GENERAL

REG-24-032 PAYROLL FACTOR: DENOMINATOR

REG-24-033 PAYROLL FACTOR: NUMERATOR

REG-24-034 PAYROLL FACTOR: COMPENSATION PAID IN THIS STATE
REG-24-035 SALES FACTOR: IN GENERAL

REG-24-036 SALES FACTOR: DENOMINATOR

REG-24-037 SALES FACTOR: NUMERATOR

REG-24-038 SALES FACTOR: SALES OF TANGIBLE PERSONAL PROPERTY IN THIS
STATE

REG-24-039 SALES FACTOR: SALES OF TANGIBLE PERSONAL PROPERTY TO
UNITED STATES GOVERNMENT IN THIS STATE

REG-24-040 SALES FACTOR: SALES OTHER THAN SALES OF TANGIBLE PERSONAL
PROPERTY IN THIS STATE

REG-24-049 SPECIAL RULES: AIRLINES

REG-24-055 INCOME NOT SUBJECT TO APPORTIONMENT

JAN 15 2020



REG-24-056 CORPORATION AS PARTNER IN A PARTNERSHIP OR JOINT VENTURE
REG-24-059 SPECIAL RULES: TRUCKING COMPANIES
REG-24-062 SPECIAL RULES: PIPELINE COMPANIES

Title 316, Ch. 25, Partnership Tax
The following regulations are repealed:

REG-25-001 DEFINITION OF PARTNERSHIP TERMS FOR NEBRASKA TAX PURPOSES
REG-25-002 PARTNERS, NOT THE PARTNERSHIP, SUBJECT TO TAX

REG-25-003 TAXATION OF NONRESIDENT PARTNERS

REG-25-004 METHODS OF ACCOUNTING

REG-25-005 RECORDS

REG-25-006 APPORTIONMENT FORMULA - MULTISTATE OPERATIONS

REG-25-007 ADJUSTMENTS OF FEDERAL OR ANOTHER STATE'S INCOME TAX

- Title 316, Ch. 15, Music¢ Licensing Agencies
The following regulations are adopted:
REG-15-001 MUSIC LICENSING AGENCIES
A complete copy of the regulations and the descriptions of fiscal impact are available in the
office of the Tax Commissioner, 301 Centennial Mall South, Lincoln, NE, Second Floor, or may

be viewed at the websites for the Nebraska Department of Revenue www.revenue.nebraska.gov
or the Secretary of State (www.s0s.1ne.2ov). ; K

The opportunity to be heard will be offered to any interested person upon written request to Tony
Fulton, Tax Commissioner, Nebraska Department of Revenue, PO Box 94818, Lincoln, NE
68509. Unscheduled testimony will be heard following the scheduled testimony at the hearing.
Any interested party may submit a written statement by 5:00 PM on February 27, 2020 to be
made part of the record. Individuals requiring physical or sensory accommodations, please
contact the Nebraska Department of Revenue at 301. Centennial Mall South, Lincoln, NE 68509
or by calling 402-471-2971 or TDD 402-471-5740, no later than February 20, 2020.

Dated this_{4" g of” Doaworey, 2030

For the Tax Commissioner

George Kilpatrick
Attorney and Manager, Policy Section
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PRELIMINARY FISCAL IMPACT STATEMENT

Agency: Revenue

Title: Title 316 Prepared by: George Kilpatrick

Chapter; 13 Date prepared: December 13, 2019

Subject: Nameplate Capacity Tax Regulations | Telephone: (402) 471-6024

Type of Fiscal Impact:
State Agency Political Sub. Regulated Public

No Fiscal Impact X) X) X)
Increased Costs () () ()
Decreased Costs () ) )
Increased Revenue () ) ()
Decreased Revenue () () ()
Indeterminable () () ()

Provide an Estimated Cost & Description of Impact:
State Agency:

Political
Subdivision:

Regulated
Public:

If indeterminable, explain why:







NEBRASKA DEPARTMENT OF REVENUE

Repeal Unnecessary Regulations Governing Nameplate Capacity
Taxes

Title 316, Neb. Admin. Code Ch. 13 §§ 001, 002, and 003 are repealed outright.













PRELIMINARY FISCAL

IMPACT STATEMENT

Agency: Revenue

Title: Title 316

Prepared by: Jeneé Y. Saffold

Chapter: 15

Date prepared: October 22, 2019

Subject: Music Licensing Agencies Tax
Regulations

Telephone: (402) 471-5924

Type of Fiscal Impact:

State Agency

Political Sub.

Regulated Public

E

No Fiscal Impact

3

&

Increased Costs

Decreased Costs

Increased Revenue

Decreased Revenue
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=~ =~ |~ |~ |~
e o o e e

oS Fan Sl Fo N P P
L A LS LR

Provide an Estimated Cost & Description of Impact:
State Agency:

Political
Subdiviston:

Regulated
Public:

[findeterminable, explain why:







REG-15-001 MUSIC LICENSING AGENCIES
001.01 Terms

001.01A Gross receipts means the total amount of consideration received, valied in
money, whether received in money or otherwise.

001.01B Nondramatic musical work means an original work of authorship consisting of
music and any accompanying lyrics not created for use in musical theater or any other
work that uses the music to tell a story or as part of the story or plot.

001.01(B)(1) Examples of nondramatic musical works include, but are not limited
to, songs broadcast on the radio (other than recordings of dramatic musical
works), songs or background music performed as part of a movie or other
television program, or five or recorded performances of musical compositions in a
bar, restaurant, hotel, sports or entertamment facility, store, or other place open to
the public.

001.02 Beginning January 1,2019, a music licensing agency must register annually, on or before
February 15 each year, with the Nebraska Department of Revenue (“DOR™) prior to licensing or
attempting to license the use of; or collecting or attempting to collect any compensation with
regard to, any sale, license, or other disposition of a performing right. The music licensing
agency must register by filing a Music Licensing Agency Registration Application, Form 20M.

001.02A Music licensing agencies must submit, with the Form 20M, an electronic copy
of each variation of the performing rights agreements, providing for the payment of
royalties, made available from the music licensing agency to any proprietor within this
state,

001.02B DOR will issue to the music licensing agency a letter evidencing receipt and
acceptance of the Form 20M.

001.02C Music licensing agencies must make electronically available to proprietors the
most current available list of members and affiliates represented by the music licensing
agency and the most current available list of performed works that the music licensing
agency licenses. This requirement can be satisfied by furnishing a copy of the lists to
DOR to post on its website.

001.03 A music licensing agency is required to file a return and pay the tax specified in Neb,
Rev. Stat. § 59-1403 annually on or before March 15 for each calendar year in which the music
licensing agency has gross receipts from the sale, license, or other disposition of any performing
rights in this state. The Music Licensing Agency Royalty Fees Tax Return, Form 65M, must be
filed even if there have been no gross receipts from the sale, license or other disposition of
performing rights.




001.03A Remittance payable to DOR must accompany the Form 65M and be in the form
of a check, draft, money order, or other payment method as approved by the Tax
Commissioner.

001.03B A properly signed Form 65M that is accompanied by remittance will be
considered timely filed if actually received or if mailed, postage prepaid, on or before the
fifteenth day of March each year for gross receipts of the preceding calendar year.

001.03(B)(1) When March 15 falls on a Saturday, Sunday, or an approved
holiday, the Form 65M is considered timely filed if actually received or mailed,
postage prepaid, on the next succeeding day which is not a Saturday, Sunday or
an approved holiday.

001.03(B)(2) A United States Postal Service postmark is conclusive evidence of
the date of mailing for the purpose of timely filing a Form 65M.

001.03(B)(3) A private postage meter date or a date stamped by a private delivery
service will be considered the date of mailing if the date of the stamp is no more
than four days before the date the Form 65M is received by the Department,
exchuding Saturdays, Sundays, or approved holidays. Ifthe date of the stamp is
more than four days before the date the Form 65M is received by the Department,
the return is considered filed on the date received.

001.03C Failwre to remit the tax due by the due date will impose interest at the specified
rate in Neb. Rev. Stat. § 45-104.02 from the due date to the date payment is received.

001.04 Every registered music licensing agency is required to keep records in order to determine
the amount of tax due. These records must include the normal books of account ordinarily
maintained by the average prudent businessperson engaged in a similar activity, together with all
documents supporting entries in the books of account. Schedules and working papers used in
preparing the tax returns must be retained.

001.04A The record created at the time of a payment for royalties must take the form of a
written contract.

001.04B DOR may examine the books, papers, records, and equipment of any person to
ascertain or verify the accuracy of any return filed, or, if no return is filed by the person,
to ascertain and determine the amount to be paid. Records must be retaned for a period
of not less than three years after the return is filed, unless DOR, in writing, authorizes
their destruction at an earfier date.



PRELIMINARY FISCAL IMPACT STATEMENT

Agency: Revenue

Title: Title and 316

Prepared by: George Kilpatrick

Chapter: 48

Date prepared: July 6, 2018

Subject: State Board of Equalization

Telephone: (402) 471-6024

Type of Fiscal Impact:

State Agency Political Sub. Regulated Public
No Fiscal Impact (X) X) (X}
Increased Costs

Decreased Costs

Increased Revenue

Decreased Revenue

Indeterminable
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Provide an Estimated Cost & Description of Impact:

State Agency:

Political
Subdivision:

Regulated
Public:

Ifindeterminable, explain why:







TITLE 316, NEBRASKA DEPARTMENT OF REVENUE

CHAPTER 48 STATE BOARD OF EQUALIZATION AND ASSESSMENT Repealed outright.

REG-48-001 SCOPE-AND-APPLICATION Repealed




d.

004 DUTHES- OF THE-SECREFARY -Repeale

REG-48

ed.

005 NOHICE-Repeal

REG-48-




d.

006 EQUALFLATION—-Repeale

48-

REG-







REG-48-007 REVFEW- OEACTIONS-OL-THE-COUNTY-BOARD-Repealed.




REG-48-008 SEFFING-FHE-EXCISE-TAXRATE-Repealed.

E)



REG-48-009 DPEMAND-EORABSTRACT-OE-ASSESSMENT Repealed,

REG-48-011 RECERTH:
ASSESSMENT-Repealed.







PRELIMINARY FISCAL IMPACT STATEMENT

Agency: Revenue

Title: Title 316

Prepared by: George Kilpatrick

Chapter: 46

Date prepared: July 6, 2018

Subject: Motor Vehicles

Telephone: (402) 471-6024

Type of Fiscal Impact:
State Agency Political Sub. Regulated Public

No Fiscal Impact (X (X) X)
Increased Costs () () )
Decreased Costs () () )
Increased Revenue () () ()
Decreased Revenue () () ()
Indeterminable () () ()

Provide an Estimated Cost & Description of Impact:

State Agency:

Political
Subdivision;

Regulated
Public:

If ndeterminable, explain why:







NEBRASKADEPARTMENT OF REVENUE
REGULATIONS REPEAL - TITLE 316, CHAPTER 20
MOTOR VEHICLES

REG-46-001 NATURE-OEMOTORNEHICHEFAX-Repealed .

1 Title 316, Ch. 46
Motor Vehicle Tax




REG-46-003 SCHEDULE-OEMVALUES Repealed

Title 316, Ch. 46
Motor Vehicle Tax



Title 316, Ch. 46
Motor Vehicle Tax

REG-46-004 APPHICATION-OF-LEVIHES Repealed
REG-46-005 COMPUTATION-OETFAX Repealed



006 COEEECHON-OETAXES Repealed

REG-46-

Title 316, Ch, 46
Motor Vehicle Tax



REG-46-007 TRANSFER OE-OWNERSHIP Repealed
REG-46-008 EXPIRED-OR-TATE REGISTRATION Repealed

Title 316, Ch. 46
Motor Vehicle Tax




CHOSEN-BY THE OWNER Repealed

Title 316, Ch. 46
Motor Vehicle Tax



7 Title 316, Ch. 46
Motor Vehicle Tax







PRELIMINARY FISCAL IMPACT STATEMENT

Agency: Revenue

Title: Title 316

Prepared by: George Kilpatrick

Chapter: 24

Date prepared: November 21, 2018

Subject: Business Entity Income Tax

Telephone: (402) 471-6024

Type of Fiscal Impact:

State Agency Political Sub. Regulated Public
No Fiscal Impact (X) (X) X)
Increased Costs
Decreased Costs

Increased Revenue

Decreased Revenue

Indeterminable
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Provide an Estimated Cost & Description of Impact:

State Agency:

Political
Subdivision:

Regulated
Public:

If indeterminable, explain why:







BUSINESS ENTITY INCOME TAX REGULATIONS
TITLE 316, CHAPTER 24

Title 316 Neb. Admin, Code, Ch, 24 §§ 004 through, 007, 023, 043 through 048, 050
through 058, 060, and 063 are repealed.

Title 316 Neb. Admin Code, Ch. 25 §§ 001 through 007 are repealed.




THE FOLLOWING SECTIONS OF TITLE 316 NEB. ADMIN. CODE, CH. 24 ARE
REPEALED AND REPLACED:

REG-24-004 S CORPORATIONS (11/11/1998)

REG-24-005 COOPERATIVE ORGANIZATIONS (12/04/1984)

REG-24-006 CORPORATE INCOME TAX RETURNS: DUE DATE AND PAYMENT OF
TAX (07/03/2013)

REG-24-007 CORPORATION INCOME TAX RETURNS: EXTENSION OF TIME FOR
FILING OR PAYMENT (07/03/2013)

REG-24-023 APPORTIONMENT FORMULA (03/07/2006)

REG-24-043 CLAIMS FOR REFUND (07/03/2013)

REG-24-044 METHODS OF ACCOUNTING (12/04/1984)

REG-24-045 PARTIAL-YEAR RETURNS (71/11/1998)

REG-24-046 ADJUSTMENTS OF FEDERAL INCOME TAX (07/03/2013)

REG-24-047 RECORDS (11/11/1998)

REG-24-048 INCOME FROM UNITED STATES GOVERNMENT OBLIGATIONS
(11/11/1998)

REG-24-050 INCOME FROM U.S. GOVERNMENT OBLIGATIONS - TAX YEARS
BEGINNING PRIOR TO JANUARY 1, 1983 (07/21/1984)

REG-24-051 DOMESTIC INTERNATIONAL SALES CORPORATIONS (07/07/1985)
REG-24-052 FOREIGN DIVIDEND DEDUCTION (71/11/1998)

REG-24-053 COMBINED INCOME APPROACH (11/11/1998)

REG-24-054 SINGLE RETURN FILING REQUIREMENT (07/07/1985)

REG-24-057 TAXABLE IN ANOTHER STATE (07/07/1985)

REG-24-058 DEFINITIONS (07/07/1985)

REG-24-060 NET OPERATING LOSSES AND CAPITAL LOSSES (71/11/1998)
REG-24-063 ADJUSTMENTS OF INCOME TAXABLE IN ANOTHER STATE (07/03/2013)

THE FOLLOWING SECTIONS OF TITLE 316 NEB. ADMIN. CODE, CH. 25 ARE
REPEALED AND REPLACED:

REG-25-001 DEFINITION OF PARTNERSHIP TERMS FOR NEBRASKA TAX PURPOSES
(11/11/1998)

REG-25-002 PARTNERS, NOTTHE PARTNERSHIP, SUBJECT TO TAX (03/07/2006)
REG-25-003 TAXATION OF NONRESIDENT PARTNERS (03/07/2006)

REG-25-004 METHODS OF ACCOUNTING (09/15/1975)

REG-25-005 RECORDS (09/15/1986)

REG-25-006 APPORTIONMENT FORMULA - MULTISTATE OPERATIONS (07/16/2005)
REG-25-007 ADJUSTMENTS OF FEDERAL, OR ANOTHER STATE'S INCOME TAX
(03/07/2006)



REG-24-101 DEFINITIONS

101.01 The defnitions in Reg-24-101 through 24-185 and Neb. Rev. Stat, § 77-2734.04 apply
throughout Chapter 24 of these regulations.

REG-24-105 APPORTIONMENT

105.01 Apportionment means dividing the apportionable income of a business entity that is
subject to tax in more than one taxing jurisdiction using one or more factors.

REG-24-110 BUSINESS ENTITY

110.01 Business entity means an arrangement to operate a commercial enterprise, regardless of

the form of organization, Business entities include corporations, partnerships, limited liability
companies (LLCs), joint ventures, cooperatives, and syndicates. Business entity does not include

a sole proprictorship.

REG-24-115 BUYER

115.01 Buyer has the meaning provided in Neb. Rev. Stat. § 77-2734.04(5). Buyer and customer
have the same meaning.

REG-24-125 COMPENSATION

125.01 Compensation has the meaning provided n Neb. Rev. Stat. § 77-2734.04(8).
Compensation includes the value of the board, rent, housing, lodging, or other benefits or
services firnished to employees by the taxpaver in return for personal services, if the value
received constitutes income to the recipient under the IRC,

REG-24-130 DEPARTMENT

130.01 Department means the Nebraska Department of Revenue,

REG-24-135 DOING BUSINESS IN NEBRASKA

135.01 Doing business in Nebraska has the meaning provided in Neb. Rev. Stat.
§ 77-2734.04(12). Any business entity that has nexus in Nebraska is doing business n Nebraska.

REG-24-140 FEDERAL TAXABLE INCOME

140.01 Federal taxable income for corporate taxpavers means the taxpayer’s federal taxable
income as determined under the IRC. For pass-through entities, federal taxable mcome means
total mcome minus total deductions as determined under the IRC. Except for the adjustment to




income related fo foreign taxes paid in excess of federal rates, or the deduction for dividends
deemed to be received from corporations which are not subject to the IRC, no adjustment is
allowed for a change from any election made or the method used in computing federal taxable
mecome.

REG-24-145 FINANCIAL INSTITUTION

145.01 Financial institution has the meaning provided in Neb. Rev. Stat. § 77-3801

REG-24-150 IRC

150.01 IRC means the Internal Revenue Code of 1986, as amended.

REG-24-155 NEXUS

155.01 Nexus means the amount or degree of activity conducted by the business entity within
Nebraska that confers jurisdiction to Nebraska to tax the income of the business entity.

REG-24-160 PASS-THROUGH _ENTITY

160.01 Pass-through entity means a business entity that distributes its ncome, loss, deductions,
or credits to its owners. Pass-through entities include, but are not limited to: partnerships; S
corporations; LLCs that are taxed as S corporations or partnerships; and joint ventures.

160.02 Owners of a pass-through _entity include partners, shareholders, members, beneficiaries,
or investors.

REG-24-165 PARTNERSHIP

165.01 Partnership, partner, partnership agreement, and liquidation of a partner's interest have
the same meaning as those terms are used in the IRC,

165.02 A federal classification of an entity as a partnershin for tax purposes is the conclusive
determination for Nebraska tax purposes, including an LLC classified for federal income tax
purposes as a partnership.

REG-24-170 S CORPORATION

170.01 S corporation means a corporation that has a valid current election under subchapter S of
the IRC.

REG-24-175 TAXABLE IN ANOTHER STATE

175.01 Taxable in another state means that another state has jurisdiction to subject the taxpaver
to a net income tax.




175.02 Failure to provide a copy of the return filed in another state, together with proof of
pavment of a net income tax imposed by the other state upon request of the Tax Commissioner,
creates a rebuttable presumption that the taxpaver is not subject o tax in the other state.

REG-24-180 TAXPAYER

180.01 Taxpayer means any corporate taxpayer or unitary _group subject to the Nebraska income
tax, any pass-through enfity that has owners who are subject to Nebraska mcome tax on the
taxable income of the pass-ihrough entity, or any owners of a pass-through entity earning income
subject to Nebraska mcome tax.

REG-24-185 UNITARY BUSINESS

185.01 Unitary business has the meaning provided in Neb. Rev. Stat. § 77-2734.04.

185.02 Common Ownership. Common ownership means one or more corporations owning
50% or more of another corporation.

185.03 Single Economic Unit. Single economic unit means a business where there is a sharing
or exchange of value between the parts of the unit. Evidence ofa sharing or exchange of value
includes: common management or common operational resources; finctional integration;
economies_of scale; transfers of value; or flows of goods, capital,_or services between the parts of
the unit.

185.03A Conmnmon management icludes, but is not fimited to, a centralized executive
force or review or approval authority over long-term operations with or without the
exercise of control over the day-to-day operations.

185.03B Commion operational resources include, but are not limited to, centralized:
accounting; advertising; engineering; financing; insurance; legal personnel; pension or
benefit plans: purchasing; research and development; selling: or union relations.

185.04 Unitary Group. Unitary group has the same meaning as provided in Neb. Rev. Stat, §
77-2734.04. A unitary group does not include:

185.04A Any foreign corporation that does not meet the requirements of IRC § 243 in
order for its distribution to qualify for the federal dividends received deduction;

185.04B Any financial institution as defined in Neb. Rev. Stat. § 77-3801; and

185.04C Any Real Estate Tnvestment Trust that does not meet the requirements of IRC §
243 in order for its distribution to qualify for the federal dividends received deduction.




REG-24-205 DOING BUSINESS IN NEBRASKA

205.01 A business entity is doing business in Nebraska if its activities within the state exceed
soliciting sales of tangible personal property within Nebraska as protected by 15 U.S.C. § 381.

205.01A Soliciting Sales. Soliciting sales of tangble property includes any activities that
serve no business purpose apart from soliciting sales, but does not include activities that
the business entity would have a business reason to perform anyway, even if the activities
are conducted by sales personnel

205.01B Activities that constitute domg business in Nebraska include, but are not limited
to:

205.01B{1) Maintaining an office, warchouse, or mventory in Nebraska:

205.01B(2) Owning or kasing property in Nebraska;

205.01B(3) Providing or arranging for reparr, service, or training in Nebraska m
connection with sales of property or services, meluding, but not limited to, repairs
conducted under a warranty sold or provided by the business entity;

205.01B(4) Accepting orders in Nebraska;

205.01B(5) Organizing or incorperating the business entity in Nebraska;

205.01B(6) Mantaining a commercial domicile in Nebraska;

205.01B(7) Any ownership mterest in a pass-through entity that has nexus in
Nebraska; or

205.01B(8) Any other activity conducted i Nebraska that is not soliciting sales of
tangible personal property and is not de minimis. Examples include:

205.01B(8)a) Transactions involving itangibles, lke copvrights,
trademarks, trade names, and service marks;

205.01B(8)(b} Entering mto franchising or licensing agreements; or

205.01B(8)c) Selling or leasing real or intangible property.

205.02 Special Rules; Trucking Companies. Trucking companies that transport gocds using
Nebraska roads are doing business in Nebraska.

205.02A In addition to the activities described in Reg-24-205.01, a trucking company is
doing business in Nebraska if, during the taxable vear, the trucking company:




205.02A(1Y Owns or rents any real or personal property in Nebraska, except
mobik property:

205.02A(2) Makes any pick-ups or deliveries within Nebraska:

205.02A(3) Travels more than 25.000 mobile property miles within Nebraska;

205.02A(4) Travels m Nebraska for more than 3% of the fotal mobile property
miles traveled i all states during that taxable vear: or

205.02A(5) Makes more than 12 frips into Nebraska.




REG-24-211 METHODS OF ACCOUNTING

211.01 When computing the Nebraska ncome tax or providing an information return, the
method of accounting must be the same as the method used for federal income tax purposes.




REG-24-215 RECORDS

215.01 In General. Any business entity doing business in Nebraska nmust keep permanent books
of account or records that are sufficient o establish the amount of sross income, deductions,
credits, or other matters which may be required to support the Nebraska corporation income tax
return or information retum. If any business entity or person fails to keep books of account or
records, the Department may issue a notice of deficiency determimation based on the best
information available, including, but not limited to, records from the IRS, financial mstitutions,
emplovers, payors, vendors, or others.

215.02 Retention of Records. Each business entity must retain all records relating to a {ax vear
for as long as the records mav be material in administering the Nebraska mcome tax; while any
refind claim or redetermination of a deficiency determination is pending; or while any federal
audit, assessment, or any other action is pending, unless the Department authorizes their
destruction in writing at an earlier date.

215.02A If the Departrient issues a balance due notice or a notice of deficiency
determmation for a tax vear, the business entity must retain all records refating to that tax
vear until the balance due or deficiency determination has been satisfied, abated, settled,
or disallowed, and has become final

215.02B If the business entity is participating in a tax incentive program, for example the
Nebraska Advantage Act, records must be retained throughout the carryover period.

215.02C If the business entity incurs a net operating loss or capital loss, the records
substantiating the loss must be retained until the statute of limitations for issuing a notice
of deficiency determination expires for the last vear the loss is claimed,

215.03 Books and Records Reconstruction. Books and records that are destroyed shoukl be
reconstructed by the business entity to the preatest extent possible from records kept by financial
institutions, customers, vendors, and others.

215.04 Availability of Books and Records. These books or records must be kept available at all
times for mspection by the Tax Commissioner or any agent or representative designated by the
Tax Commissioner for the purpose of ascertaining the correctness of any return or other
document required to be filed under the Nebraska Revenue Act, or for the purpose of
ascertaining whether the income of a business entity is subject to Nebraska income tax.

215.04A Right to Examine Records. The Department, or its agents, has the right to
examine, inspect, make, request, and retain paper or electronic _copies of any books,
papers, records, electronic media, and equipment of any person to audit or review the
accuracy of any retirn filed: or if no return is filed by the person, to ascertain and
determine the amount that must be paid. A taxpaver must provide records electronically
upon request of the Departiment if the taxpaver maintains the records electronically.




215.048B Administrative Subpoena. The Tax Commissioner may require taxpavers
undergoing an audit or other review to provide records that are necessary to make a
proper determination of the taxpaver’s compliance with and the lability under the laws of
this state. If a reasonable request to produce records is refused, the Tax Commissioner
may issue an administrative subpoena.

215.04B(1) An administrative subpoena must clearly state the scope of the
demand for records and anv other requirements, and state when, where, and how
to comply with the administrative subpoena.

215.04B(2) An administrative subpoena may be enforced by the Attorney
General, acting on behalf of the Tax Commissioner, i an action filed in the
district court for Lancaster County.

215.04B(3) The Tax Commissioner may also apply to the district court for an
order directing the person to comply with the request for records. If the person
refuses an order from the district court, he or she may be found in contempt of
court.

215.05 Criminal Penalty. Willful failure to keep, retain, or make available any records as
required under this regulation is a Class 1T misdemeanor. If a natural disaster destroys records
that does not, by itself constiute willful fallure to keep or retain records.
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REG-24-221 INCOME OF A BUSINESS ENTITY SUBJECT TO NEBRASKA TAX

221.01 Pass-through Entities. A pass-through entity is not subject to the Nebraska income tax.
Each owner of a pass-through entity doing business in Nebraska is subject to Nebraska income
tax on his or her portion of the income, expense, loss, or other item of the pass-through entity as
shown on the federal return of the pass-through entity; as adjusted and limited under Reg-24-2335
throuch Reg-24-259: and, if appropriate, as apportioned under Reg-24-301 through Reg-24-381.

221.01A An owner of a pass-through_entity doing business in Nebraska who is a
Nebraska resident, as defined in Reg-22-001, must report the owner’s proportionate share
of all of the mcome, expense, loss, or other item of the pass-through entity.

221.01B An owner of a pass-through entity doing business in Nebraska who is not a
Nebraska resident, as defined in Reg-22-001, must report the owner’s proportionate share
of the Nebraska-source income, expense, loss, or other item of the pass-through entity.
See Reg-22-004.06.

221.02 Character of Income, Gain, Loss, or Deductions fo Owners. Each item of pass-
through entity income, gain, loss, or deduction will retain the same character for the owner
individually, for the purposes of the Nebraska income tax, as it has for the federal income tax.
Fach owner's proportionate share of the pass-through entity’s income and deductions, as
apportioned, if appropriate, will retain the same character and classification as allowed for
federal income tax purposes. Unless characterized otherwise by federal law, all items have the
same character for the owner individually as il the owner realized them directly from the source
from which they were realized by the pass-through entity.

221.03 Corporate Taxpavers. A corporate taxpayer having nexus in Nebraska is subject to the
Nebraska corporation income tax on its federal taxable income, as adjusted and limited under
Reg-24-235 through Reg-24-245, and, if appropriate, as apportioned under Reg-24-301 through

Reg-24-381.

221.03A Cooperative Organizations. The cooperative taxable income base for Nebraska
purposes is the federal taxable mcome as adjusted and limited under Reg-24-235 through
Reg-24-245, and, if appropriate, as apportioned under Reg-24-301 through Reg-24-3381.

221.03B Exempt Organizations. An organization that is exempt from federal income tax,
but is required to report unrelated business income, must report its unrelated business
income as adjusted and limited under Reg-24-235 through Reg-24-245, and, if
appropriate, as apportioned under Reg-24-301 through Reg-24-381.
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REG-24-223 INCOME TAX RETURNS; FILING REQUIREMENTS: DUE DATES; AND
PAYMENT OF TAX

223.01 Corporate Taxpayers; Filing Requirements, Every corporate taxpaver having nexus in
Nebraska, including a cooperative organization and an organization that is exempt from federal
income tax that is required to report its unrelated business income, must filk a Nebraska
Corporation Income Tax Return, Form 1120N, for the tax vear.

223.02 Corporate Taxpayers; Due Date. The due date for the Nebraska Corporation Income
Tax Return, Form 1120N, is the same as the due date for the corresponding federal refurmn.

223.03 Corporate Taxpavers; Payment of Tax. A corporate taxpayer must pay the entire
amount_of tax on or before the prescribed due date. without regard to anv extension granted for
filing the return. The Tax Commissioner _may require some or all corporate taxpavers to file
retuns electronically and may require some corporate taxpayers to remit payments

electronically.

223.04 Pass-through Entities; Filing Requirement. Except as provided in Rep-24-223.04A,
every pass-through entity baving income derived from Nebraska sources must file a Nebraska
Return of Partnership Income, Form 1065N, or a Nebraska S Corporation Income Tax Return,
Form 1120-SN, for the tax vear. The Form 1065N or Form 1120-SN must show all items of
income, gain, loss, deduction, and credit, and the names, addresses, and Social Security numbers
or federal ID numbers of each owner who is entifled to share in the income and deductions of the
pass-through entity.

223.04A A pass-through entity which has only Nebraska resident owners, and derives
100% of its ncome from Nebraska sources, is not required to file a Form [1065N or Form
1120-SN, but the owners must report their proportionate share of the income, gain, loss,
or deduction from the pass-through entity.

223.043 A limited partnership deriving income from sources entirely outside Nebraska is
not required to file Form 1065N.

223.05 Pass-through Entities; Due Dates.

223.05A 'The due date for the Nebraska S Corporation Income Tax Return, Form
1120-SN, is the same as the due date for the corresponding federal return.

223.058 The due date for the Nebraska Return of Parinership Income, Form 1065N, is
the same as the due date for the corresponding federal return.

223.05C If the return was filed by mail vostage prepaid, and properly addressed to the
Department, the date of a U.S. Postal Service postmark stamped on the envelope is the
date of filing. Ifthere is no U.S. Postal Service postmark, the refurn must be received by
the Department on or before the prescribed due date to be timely filed.
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223.05D A private postage meter date or a date stamped by a private_delivery _service will
be considered the date of receipt if the date of the stamp is no more than four days before
the date the return is received by the Department, excluding Saturdays, Sundays, or legal

holidays.
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REG-24-225 INCOME TAX RETURNS; PASS-THROUGH ENTITIES; INCOME TAX
WITHHOLDING FROM NONRESIDENT INDIVIDUAL OWNERS

225.01 Nonresident Individual Owner Income Tax Returns and Withholding. Nonresident
individual owners of a pass-through entity must file a Nebraska income tax return and include m
Nebraska adjusted gross mcome that portion of the pass-through entity’s Nebraska source
income, as adjusted and as apportioned, if appropriate, that is proportionate to his or her interest
in the pass-through entity, with any other Nebraska source ncome.

225.01A Each ponresident individual owner must execute a Nebraska Nonresident
Income Tax Agreement, Form 12N, which must be attached to the Form 1120-SN or
Form 1065N. By executing a Form 12N, the owner promises fo file a Nebraska mncome
tax retumn and pav income tax on the owner’s share of the income, gain, loss, or
deduction of the pass-through entity.

225.01B If a nonresident individual owner's executed Form 12N is not attached to the
Form 1120-SN or Form 1065N, the pass-through entity must withhold and remit an
amount equal to the hichest individual income tax rate on each nonresident owner's share
of the pass-through entity's taxable income which was derived from or atiributable to
sources within this state.

225.01B(1) The amount withheld from each nonresident individual owner must
be reported on each appropriate Nebraska Schedule K-IN:and

225.01B(2) The total amount withheld from all nonresident individual owners
must be reported on Form 1120-SN or Form 1065N and remitied to the

Department.

225.01C Nomresident ndividual owners do not have to file a Nebraska income tax return
if their only connection with the state is the conduct of the busimess activities of the pass-
through entity, and the pass-through entity has withheld Nebraska income tax from all the
Nebraska income atfributable to the nonresident's share of'the pass-through entity’s
income. The full amount of the income tax withholding is, at the taxpaver's option,
retamed in fieu of filing an mdividual income tax return. Any nonresident individual may
still file areturn and claim a refind if there is one due. Any nonresident individual who
files a Form 12N fo avoid income tax withholding must file a Nebraska Individual

Income Tax Return, Form 1040N.

225.02 Publicly traded partnerships. as defined by IRC § 7704 (b), which do not file as
corporations, are not required to withhold and remit income tax for nonresident individual
partners if these partmerships file an annual information return with the Department. The
mformation return must report the name, address, taxpaver 1D number, and other information
requested by the Department for each nonresident individual partner with Nebraska source
income in excess of $500.

225.03 Nonresident individual includes a nonresident grantor of a grantor trust.
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REG-24-227 INCOME TAX RETURNS; EXTENSIONS OF TIME FOR FILING OR
PAYMENT

227.01 Extensions of Time for Filing. The Department may grant an extension of time to file
the Nebraska Corporation Income Tax Return, Form 1120N, the Nebraska S Corporation Income
Tax Return, Form 1120-SN, or the Nebraska Retun of Partnership Income, Form 1065N. if the
taxpaver files an Application for Automatic Extension of Time to File Nebraska Corporation,
Fiduciary, or Partnership Return, Form 7004N. To be granted an extension, a corporate taxpaver
must also pay the amount of tentatively computed tax liability on or before the original due date
for filing the Form 1120N.

227.01A If the taxpaver has been eranted a federal extension of time, a state extension
will be cranted if confirmation that the federal application for automatic _extension of
time to file is submitted with the Form 1120N, 1120-SN, or 1065N when filed.

227.01B Affiliated and Unitary Groups. A corporate taxpaver filing a combined return
with Nebraska must list each corporation to be included in the combined return i the
request for an extension of time to file. The Form 7004N must include the name, address,
and federal ID number of each cotrporation to be included in the combined return on the
applicable schedule atiached to Form 7004N. An automatic extension of time granted to
the corporate taxpayer will not apply to any nonunitary _member of an affiliated group
filing a separate return with Nebraska.

227.01C Length of Extension. The Department may authorize a Nebraska extension up

to, but not exceeding, seven months from the original due date of the Form 1120N, 1120~
SN, or 1065N.

227.01D Interest. When the time for filing the return is extended, iterest will be mmposed
from the original due date of the return to the date the tax is paid, at the rate specified in
Neb. Rev, Stat. § 45-104.02, on the difference, if any, between the amouni of tax
uktimately due, and the sum of the tentative remittance, any estimated payments made,
and any applicable credits. The amount ultimatelv due includes both imcome tax required
to be withheld from nonresident individual owners under Reg-24-225 and remitted on
Form 1120-SN or Form 1065N, and corporation income tax due fiom a corporate
taxpaver on Form 1120N.

227.01E Approval or Denial. Il an application for extension to file is denied, the
Department will send a notice of denial to the taxpaver at the address specified by the
applicant on the extension form. If the application is approved. no notice will be sent.

227.01F Termination of Extension. The Tax Commissioner may terminate a corporate
taxpayer’s extension at any time by a mailing the taxpaver a notice of termination at least
10 days prior to the termination date as fixed in the notice. This will allow the taxpayer
10 days after the date of the termination notice to file the Form 1120N,
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227.02 Extensions of Time for Payment. A corporate taxpaver may make a request to the
Department for an extension of'time for paying the tax due. Any request for an extension of time
for payment must be made prior to the original due date for pavment. All applications for
extension of time for payment must contain a complete statement of the reasons for the request.

227.02A The Tax Commissioner may grant an extension of time for payment upon a
proper showing that pavment by the due date will result in undue hardship upon the
corporate taxpaver.

227.02B An extension of time for pavment granted by the Tax Commissioner cannot
exceed seven months,

227.02C If an extension of time _for payment is pranted, the Tax Cotmmissioner may
require the corporate taxpayer to furnish a bond in an amount not exceeding double the
amount of tax due, or 1o furnish other security that is approved i advance by the Tax
Commissioner. If a bond is required, it must be filed with the Department within 10 days
after the notice that a bond is required is received. The bond must comply with the terms
of the extension of time for payment and must be approved by the Tax Commissioner
with regard to form and content before it will be accepted as security by the Department.

227.02D If an extension of time for payment is granted, the tax must be paid on or before
the expiration of the extension, topether with imterest at the rate specified in Neb. Rev.
Stat. § 45-104.02. Interest is due on the tax payment from the original due date for
payment until the date the payment is actually made, regardless of any extension of time.

227.02E Termination of Extension. The Tax Commissioner may terminate an extension
of time for payment at anv time by mailing the taxpayer a notice of termination at least
10 days prior to the termination date as fixed in the notice. This will allow the taxpaver
10 days after the date of the termmation notice to make payment. If payment is not made
within_the 10 davys, any bond or other security required under Reg-24-227.02C will be
executed,
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REG-24-229 SHORT TAX YEAR RETURNS

229.01 A short tax year is a period of less than 12 months. A short tax vear return is required
whenever it is required by IRC § 443. The regulations under TRC § 443 must be followed in
filing a short period return.

229.02 If the method of computing income under IRC § 443 does not fairly represent the short
period income, and the business entity has records of income, deductions, or credits which are
sufficient to establish the short period tax liability more firly, the business entity may petition
the Tax Commissioner to use a special method of reporting income. However, any special
method of reporting income must have prior written approval from the Tax Commissioner.
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REG-24-235 NEBRASKA ADJUSTMENTS TO FEDERAL TAXABLE INCOME

235.01 The income of a business entity beging with federal taxable income. Federal taxable
income is adjusted as provided in this regulation, prior to any apportionment, I applicable.

235.02 Adjustments Subtracted from Federal Taxable Income.

235.02A Interest and dividends from federal obligations.

235.02A01) Any interest and dividends received on U.S. obligations cannot be
taxed by any state under U.S. law. Federal corporations that are performing a
federal function are mstrumentalities of the U.S. government, and interest from
their obligations cannot be taxed by any state under U.S. law.

235.02A(1)(3) Interest from repurchase agreements involving federal
securitics is not exempt and is subject to Nebraska income tax.

235.02A(1)(i) Gains and losses from the sale or other disposition of
federal securities, as distinguished from interest income, are taxable for
state income tax purposes.

235.02A(2) Some or all of the income from regulated investméent companies (for
example, mutual finds) mvesting directly m U.S. government or federal
instrumentality obligations is subtracted. The amount subtracted is the percent of
the mcome which represents exempt U.S. government or federal instrumentality

obligations.

235.02A(3) Interest from U.S. obligations described in 235.02A(1) and part of the
interest eamed from regulated mvestment companies described in 235.02A(2)
must be subtracted o the extent it is included in federal taxable income.

235.02A(3)(a) The amount subtracted must be reduced by any: {a) interest
on indebtedness incurred to carry the obligations described above; and (b)
expenses mcurred m the production of the interest or dividend income
derived from the obligations, to the extent that the expenses are deductible
in determming federal taxable income.

235.02A(3%b) Interest on ndebtedness is determmed by (a) dividing the
faxpayer's average ivestment in exempt securities by the taxpaver's
average total assets, and multiplying this ratio by the taxpaver's total
interest on indebtedness and (b) subtracting any interest disallowed under
IRC §8§ 265 and 291.

235.02A(4) The Tax Commissioner may permit or require the use of amounts
from interim balance sheets to compute the ratio of investment in exempt
securities to total assets whenever it is necessary to properly reflect the ratio.
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235.02A(5) When determining the computation in Reg-24-235.02A(3), the
business entity may use, in lieu of tax basis, the amounts fiom a balance shect
ncluded with the federal return or as reguired to be reported to federal or state
resulatory agencies if (a) the amounts are not materially different from tax basis,
{(b) the amounts are prepared consistently from vear to vear, and (c) absent a
change in circumstances, the amounts are consistently used by the taxpayer from
vear to vear. The Tax Commissioner may require a taxpaver to use these
alternative amounts when necessary to maintain consistency and may also require
the taxpaver to show that the amounts used do not materially differ from the tax
basis,

235.02A(6) As used in this regulation, unless the contexi requires otherwise:

235.02A(6)(a) Exempt securities means the obligations that earn income
exempt from taxation under Reg-24-235.02A or under IRC § 103;

235.02A(6)(b) Average investment in exempt securities means the average
of the ageregate tax bases in exempt securities at the beginning_and at the
end of the tax vear;

235.02A(6)(c) Average total assets means the average of the appregale tax
bases in total assets at the beginning and at the end of the tax vyear; and

235.02A(6)(d) Total interest on indebtedness means the total interest
expense allowed as a deduction in computing federal taxable income plus
any interest disallowed under IRC §§ 265 and 291.

235.02B Dividends Received fiom a Corporation not Subject to the IRC. Any dividend
which was received or deemed received from a corporation which was not subject to the
IRC is subtracted.

235.02C Excess Foreign Tax Rate. If a portion of the federal taxable income_carned by a
comporation subject to the IRC is actually taxed by a foreign country or one of its political
subdivisions at a rate in excess of the maximum federal tax rate for corporations, the
corporation may subtract a portion of the income on which foreign taxes were paid,
incliding forcign taxes deemed paid by the corporation. The faxpayer may make the
computation for each forcign country or for groups of foreign countries if each foreign
country in the group meets the requirements of Neb. Rev. Stat. § 77-2716(6). The portion
of the mcome that may be deducted is computed in the following manner:

235.02C(1) The amount of federal taxable income from operations within a
foreipn taxing jurisdiction is reduced by the amount of taxes actually paid to the
foreien jurisdiction that are not deductible sclely because the foreign tax credit
was elected on the federal income tax return;
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235.02C(2) The amount calculated in Reg-24-235.02C(1) is divided by one minus
the maximum tax rate for corporations in the IRC: and

235.02C(3) The result_of the calculation in Reg-24-235.02C(2) is subtracted from
the federal taxable income from operations within a foreign faxing jurisdiction
used in Reg-24-235.02C(1). The resuft, if greater than zero, is subtracted.

235.02C(4) The amount subtracted under this subdivision camnot include any
amount related to a dividend subtracted under Reg-24-235.02B because it was
received from a corporation not subject to the IRC.

235.02D Nebraska Educational Savings Plan Trust (TRUST). Contributions by a
participant in the TRUST are subtracted to the extent not deducted for federal tax
purposes. The account owner, or beginning January 1, 2014, the custodian of the account,
who is a participant as defined in Neb. Rev. Stat. § 85- 1802 may claim the subtraction.

235.02D(1) For tax vears begmning on or after January 1, 2000, and before
January 1, 2007, the deduction cannot be more than $1,000.

235.02D(2) For tax vears beginning on or after January 1, 2007, and before
January 1, 2014, the deduction cannot be more than $5,000.

235.02D(3) Beginning January 1, 2014, the deduction cannot be more than
$10.000.

235.02D(4) Any interest or dividends earned from a TRUST account within the
tax vear, are subtracted to the extent not deducted for federal income tax

pUrposes.

235.02D(5) Any interest, earnings, or state contributions received m a rollover
from another state’s educational savings plan which is qualified under IRC § 529,
are subtracted to the extent not deducted for federal ncome tax purposes. If the
account is a custodial account, the deduction is limited to contrbutions made in
the other state’s educational savings plan afler January 1, 2014, and any interest
or dividends that were eamed on those contributions.

235.02D(6) Anv gifts, grants, or donations made to the TRUST before July 1,
2010, for deposit in the endowment fund of the TRUST, are subtracted to the
extent not deducted for federal income tax purposes.

235.02E Bonus Depreciation Subfraction. A portion of the amount of bonus depreciation
required to be added back for assets placed in service between September 10, 2001, and
December 31, 20035, is subtracted m the following vears.

235.02E(1) Twenty percent of the total amount of bonus depreciation added back
for tax years beginning or deemed to begin before January [, 2003, is subtracted
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in the first tax vear beginning or deemed to begin on or after January 1, 2005,
under the IRC, and 20% in each of the next four tax vyears.

235.02E(2) Twenty percent of the total amount of bonus depreciation added back
for tax years beginning or deemed to begin on or after January 1, 2003, is

subtracted in the first tax year beginning or deemed to begin on or after January 1,
2006, under the IRC, as amended, and 20% in each of the next four tax vears.

235.02F Enhanced IRC § 179 Subtraction. Twenty percent of the amount required to be
added back for capital investment expensed under IRC § 179 in excess of $25,000 for tax
vears beginning or deemed to begmn on or after January 1, 2003, and before January 1,
2006, is subtracted for tax vears beginning or deemed to begm on or afler January 1,
2006, and 20% in each of the next four tax vears.

235.020G Federally-Taxable Build America Bonds Issued by Nebraska Governmental
Units., Income from federally-taxable bonds established under the Ametica Recovery and
Revitalization Act of 2009 issued by Nebraska governmental units is exempt under
Nebraska law. The amount subtracted must be reduced by any interest or expense
incurred to carry the obligations that was deducted in determining federal taxable income.

235.02H Nonapportionable Income. Nonapportionable ncome of a business entity ot
unitary group that is allocated to another state is subtracted (Reg-24-301, Apportionable
and Nonapportionable Income).

235.021 Income from Pass-Through Entities. Income directly received by the taxpaver
from an S corporation, or a limited lability company (LLC), that is not derived from
Nebraska sources is subtracted,

235.03 Adjustments Added to Federal Taxable Income. The Nebraska adjustments which
must be added to federal taxable income are confained in the following subsections.

235.03A Income from State and Local Obligations, Any interest and dividends received
from state and local obligations, other than obligations issued by Nebraska or its political
subdivisions, must be added to federal taxable income to the extent the interest and
dividends are excluded friom federal gross mcome. The amount added must be reduced by
any interest or expense incurred to carry the obligations that was not deducted in
determining federal taxable income,

235.03B Income from Regulated Investment Companies. Some or all of the dividends
and income received from regulated investment companies which are attributable to
obligations described in Reg-24-235.03A must be added to federal taxable income. The
amount added is the percent of the income which represents income from state and local

obligations, other than obligations issued by Nebraska or its political subdivisions.

235.03C Federal Net Operating I.osses. A federal net operating loss that is carried
forward or back must be added to federal taxable income to the extent it was used to

reduce federal taxable income.
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235.03D Federal Capital Losses. A federal capital loss that is carried forward or back
must be added back to federal taxable mcome to the extent i was used to reduce federal
taxable income.

235.03E Nebraska Educational Savings Plan Trust. Any nonqualified withdrawals from
the TRUST or any amounts withdrawn because of cancellation of a participation
agreement, mchiding a withdrawa! for the purpose of a rollover to an IRC § 529 plan in
another state, must be added to federal taxable mcome, to the extent not mcluded n
federal taxable ncome,

235.03F Bonus Depreciation. For tax years beginning or deemed to begin before January
1, 2006, 85% of the amount of any federal bonus depreciation received under IRC §§
168(k) or 1400L, for assets placed in service afier September 10, 2001, and before
December 31, 2005, must be added to federal taxable income.

235.03G IRC § 179 Expense in Excess of $25.000. For tax vears beginning or deemed to
begin on or after January 1, 2003, and before January 1, 2006, the amount of anv capital
mvestment that is expensed under IRC & 179 and allowed under the Jobs and Growth Tax
Act of 2003, that is in excess of $25,000 must be added to federal taxable income.

235.03H Expenses Relating to Nonapportionable Income. Any expenses_related to
nonapportionable income must be added to federal taxable income. Related expenses
inchude both direct and indirect expenses attributable io the activities producing the
nonapportionable income.

235.03] Nonapportionable Losses. Any losses that are nonapportionable and any expense
related to the nonapportionable losses must be added to federal taxable income.
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REG-24-241 CORPORATE TAXPAYER; NEBRASKA NET OPERATING LOSSES:
COMPUTATION: NEBRASKA NET OPERATING LOSS CARRYOVER;
LIMITATIONS

241.01 Calculating the Loss. A Nebraska net operating loss is computed on the basis of this
regulation.

241.01 A For a corporate taxpayer that is not subject to apportionment, the Nebraska net
operating loss is the federal taxable income or loss of the corporate taxpaver adjusted as
provided in Reg-24-235.

241.01B For a corporate taxpayer that is required to apportion its income to Nebraska, its
Nebraska net operating loss must be computed in the following manner:

241.01B(1) The Nebraska adjustments in Rep-24-235 are made to the federal
taxable income or net operating loss of the unitary group prior to apportionment:
and

241.01B(2) The federal net operating loss as adjusted is then apportioned to
Nebraska based on the apportionment factor of the corporate taxpaver.

241.02 Nebraska Net Operating Loss Carryover. For tax years beginning on or after January
1, 1987, a Nebraska net operating loss carrvover may be allowed as a deduction _in computing
Nebraska taxable income.

241.03 Charitable Contribution Carryover. A Nebraska net operating loss carryforward must
be adjusted for the amount of Nebraska charitable contribution carryover as apportioned, if
appropriate, that increased the related federal net operating loss carrviorward.

241.04 Limitations on Using a Nebraska Net Operating Loss Carryover.

241.04A Number of vears.

241.04A(1) For tax vears beginning before January 1, 2014, the net operating loss
deduction will be allowed for each of the five tax vears following the vear of the
loss.

241.04A(2) For Nebraska net operating losses incurred in tax years beginning on
or after January 1, 2014, the net operating loss deduction will be allowed for each
of the 20 tax years following the vear of the loss.

241.04B Reorganizations or Mergers. The carryforward of Nebraska net operating Josses
after reorganizations or mergers is lmited tfo the same extent as the carrvover of a net
operating loss is limited under the provisions of the IRC. If the taxpaver files as a part of
a consolidated retumn for federal purposes, and files a separate return for Nebraska
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purposes, the limitation on a Nebraska net operating loss carryforward must be
determined as though a separate return was filed for federal purposes.

241.04C Changes in Unitary Group. When a corporate taxpayer that has a Nebraska net
operating loss carryforward becomes a member of a unitary group in a year in which the
carrviorward is still available, the net operating loss carryiorward deduction cannot
exceed the apportionable income of the unttary group times a fraction. The numerator of
the fraction is the Nebraska gross receipts of the corporation that generated the loss, and
the denominator is the gross receipts of the unitary group.

241.04D Taxable Income. For a corporate taxpaver, for losses incurred | taxable vears
beginning or deemed to begin on or after January 1, 2018, the carryback or carryforward
of the loss in any tax vear cannot exceed 80% of'the taxable income on the Nebraska
return without regard to the carrviorward.
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REG-24-245 CORPORATE TAXPAYER; CAPITAL LOSSES: COMPUTATION;
LIMITATIONS

245.01 Calculating a Nebraska Capital Loss. For a corporate taxpayer, a Nebraska capital loss
is_ computed on the basis of this regulation.

245.01 A For a corporate taxpaver that is not subject to apportionment, the Nebraska
capital loss is the amount of federal capital loss.

245.01B A corporate taxpaver who is required to apportion its income to Nebraska must
compute its Nebraska capital loss as follows:

245.01B(1) The federal capital loss is multiplied by the apportionment factor of
the corporate taxpayer for the vear of the capital loss; and

245.01B(2) If the capital loss is reported on corporate stock or other assets, the
income from which was not previously treated as apportionable to Nebraska or
taxable to Nebraska, the loss cannot be included in the federal capital loss
computed ih Reg-24-245.018(1).

245.02 Limitations_on Using a Nebraska Capital Loss Carrvover.

245.02A For any Nebraska capital loss incurred in tax vears beginning on or after
Jaruary 1, 1987, the Nebraska capital loss may be carried forward and applied against
any Nebraska capital gain for each of the five tax years following the year of the capital
loss.

245.02B A corporate taxpayer who is required to apportion its income to Nebraska may
only apply the Nebraska capital loss carryover against a Nebraska capital gain,

245.02C A Nebraska capital gain is the federal capital gain multiplied by the
apportionment factor of the corporate taxpayer for the year of the capital gain.

245.02D If the capital gain is reported on corporate stock or other assets, the income from
which was not treated as apportionable to Nebraska or taxable to Nebraska, the gain
cannot be ncluded in the federal capital gain computed in Reg-24-245.02C.
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REG-24-251 PASS-THROUGH_ENTITIES; SCHEDULE REQUIRED; NEBRASKA
SCHEDULE K-1N

251.01 Schedule Required, A pass-through entity having income from Nebraska scurces or
having a resident owner must provide the Department and each owner a schedule [listing the
amounts _and character of the income, puaranteed pavments, deductions, adjustments,
modifications. and credits that are to be included in each owner's Nebraska income tax retumn.

251.01A For tax vears begiming before January [, 2012, and for pass-through entities
that are not required to file a Nebraska return, the schedule must imclude specific
Nebraska information and adjustments. The Federal Schedule K-1is acceptable if it has
been modified to reflect the Nebraska information and adjustments.

251.01B For all tax vears beginning on or after January 1, 2012, the pass-through entity
required to file a Nebraska return must use a Nebraska Schedule K-IN (K-IN).

251.01C The K-IN must be included with the Nebraska Return of Partnership Income,
Form 1065N, or the Nebraska S Comporation Income Tax Return, Form 1120-SN.,

251.02 Preparing the K-IN. The K-IN must include the owner’s entire share of the pass-
through entity’s income, deductions, modifications, and credits derived from Nebraska sources.
(See Reg-22-003, Income of Nonresident Individual Subiject to Nebraska Income Tax.)

251.02A Character of income, gain loss, or deduction. Each item of a pass-through
entity’s income, gamn, loss, or deduction has the same character for the owner
individually, for the purposes of the Nebraska income tax, as it has for federal income tax
purposes. If the ftern is not characterized for federal ncome tax purposes, it has the same
character for the owner individually as if the owner realized it directly from the source
from which it was realized by the pass-through entity.

251.02A(1) In determming a nonresident owner's mcome, an agreement which
characterizes payments to the owner as compensation for services or as a return
on capital cannot be considered.

251.02A(2) Similarly, an agreement which allocaies to a nonresident owner a
greater share of the income or gam from sources outside Nebraska than would be
the nonresident owner's share of ncome from all sources carmot be considered. In
addition, any agreement which allocates to a nonresident owner a greater share of
any loss or deduction connected with Nebraska sources than the owner’s share for
federal purposes cannot be considered.

251.02A(3) If a pass-through entity has income from business activities that is
taxable both in Nebraska and in another state, it will determine its Nebraska
income by apportioning its entire income as provided in Reg-24-301 through Reg-
24-381. A pass-through entity engaged in business in Nebraska which is not
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subject to tax in any other state cannot apportion #s income, but must report its
entire taxable income to Nebraska.

251.028 Adjustments.

251.02B(1) The adjustments provided in Reg-24-235, Nebraska Adjustments to
Taxable Income, must be reported as modifications on the K-1N.

251.02B(2) The non-Nebraska sourced income of an S corporation or LLC must
be reported on the K-1N. Business entities organized as partnerships do not report

this adjustment.

251.02C Credits. A pass-through entity must report each owner’s share of credits that are
distributed by the pass-through entity on the K-1N or another appropriate form.
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REG-24-255 REPORTING ADJUSTMENTS TO FEDERAL INCOME TAX

255.01 Any change made by the IRS. the U.8. Tax Court, or any other court of competent
jurisdiction to the federal taxable mcome or tax liability of a business entity, a unitary group, or a
member of a unitary _group, must be reported to the Department within 60 days after the final
determination of the change.

255.01A Reportable changes include, but are not limited to, changes made to the federal
return by either the IRS Processing Center or any other IRS office.,

255.01B When reporting any change to federal taxable income, the taxpaver must firnish
the Department complete information reparding the amount of income reported and taxes
paid to the U.S. The information furnished must also concede the accuracy of the final
determination or give a statement outlining the specific errors in the final determination.

255.02 Any adjustments made on féderal amended retums which do not result in a federal credit
or refind must be reported to the Department within 60 davs after filing the federal amended
return. Any adjustments made on federal amended returns which result in a federal credit or
refind must be reported to the Department within 60 days afier the taxpayet's receipt of proof
that the federal credit or refund was accepted by the IRS, or within any other applicable period
provided by law, whichever is later.

255,03 Adjustmenis made on a federal amended return, by the IRS, by order of the U.S. Tax
Court, or other order by a court of competent jurisdiction must be reported to the Department by

filing:

255.03A An Amended Nebraska Corporation Income Tax Return, Form 1120XN, for the
tax vear involved if the taxpaver is a corporate taxpaver;

255.038B A Nebraska S Corporation Income Tax Return, Form 1120-SN, with the
“Amended Return” box checked if the taxpaver is an S corporation; or

255.03C A Nebraska Return of Partnership Income, Form 1065N, with the “Amended
Returry” box checked if the taxpaver is taxed as a partnership.

255.04 Each amended return for Nebraska must be filed separately and cannot be attached to a
return_for another tax vear. Any additional tax that is due nust be paid when the amended return
is filed.

255.05 The amended return for Nebraska must include copies of the federal amended return, the
IRS report, or the order of the U.S, Tax Court or other order by a court of competent jurisdiction,
whichever is applicable: and anv other document that is sufficient to substantiate the adjustments
claimed.

255.06 Final Determination. The following acts are considered a final determination:
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255.06A A decision by the U.S. Tax Court or a judgment, decree, or other order by a
court of competent jurisdiction which has become final;

255.06B A closing_agreement authorized by IRC § 7121 which relates either to the fotal
tax liability, or to one or more separate items affecting the Nebraska tax liability, A
closing agreement becomes final for purposes of this regulation_on the date it is approved

by the IRS;

255.06C A final disposition by the IRS of a claim for refund;

255.06D Any agreerment between the taxpaver or a member of a unitary group and the
IRS made for the express purpose of determining the tax liability of the taxpayer. To be
considered a final determination, the agreement must include a waiver of restrictions on
assessment and collection of any deficiencies resulting fiom the agreement:

255.06E Acceptance of an examining officer's findings with regard to the income of a
partnership, a fiduciary, or a limited liability company;

255.06F Proper payment of any additional tax by the corporate taxpayer or unifary group;
or

255.06G Any other final determiation causing changes in reported federal taxable
ncome.

255.07 Deficiency: Statute of Limitations.

255.07A The Tax Commissioner may issue the taxpayer a notice of deficiency
determination at any time if a business entity_or an owner of a pass-thro entity fails to
file an amended return as requited by this regulation, or fails to file an amended return to
report any change or correction that:

255,07A(1) Increases federal taxable income or tax liability;

255.07A(2) Is treated as a deficiency for federal income tax purposes; or

255.07A(3) Affects anv of these items with respect to any owner.

255.07B The notice of deficiency determination issued under Reg-24-255.07A of this
section mav include any issues exposed by a complete examination of the tax liability for
the tax vears involved.

255.07C The Tax Commissioner may issue the taxpaver a notice of deficiency
determination within two years afer the report or amended return was filed iff
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255.07C(1) A business entity reports any change or correction in its federal
taxable income or tax liability, or reports a change or correction which is treated
in the same manner as a deficiency for federal income tax purposes: or

255.07C(2) An owner of a pass-through entity reports any change or correction in
its federal taxable income or tax liability. or reports a change or correction which
is treated in the same manner as a deficiency for federal income tax purposes.

255.07D The notice of deficiency determination issued under Reg-24-255.07C of this
section is fimited to the change or correction made by the IRS, the U.S. Tax Court, or any
other court of competent jurisdiction.

255.07E The Tax Commissioner mav issue the business entity or its owners a notice of
deficiency determination with respect to any item of entity income during the period
covered by any federal or Nebraska extension of the period for issuing a notice of
deficiency determination that is sipned on behalf of the entity.

255.07E(1) Taxpavers are required to provide the Department with a copy of
every executed Federal Form 872, Consent to Extend the Time to Assess Tax;
Form 872-A, Special Consent to Extend the Time to Assess Tax: or any other
federal form used to extend the time to assess income taxes.

255 07E(2) If copies of these federal forms are not provided to the Department
within 30 days after they are executed, the Tax Commissioner may issue a notice
of deficiency determmnation within one vear after these forms are discovered by
the Department. For purposes of this subdivision, discovered means the
Department has received either the executed federal Form 872, Consent to Extend
Time to Assess Tax, or a Federal Audit Status Report that shows the waiver.

255.07F The Tax Commissioner may, at any time within the period otherwise applicable,
issue a supplemental notice of deficiency determination whenever any prior notice is
imperfect or incomplete in any material aspect.

255.08 Amended Retum; Credit or Refund. An amended return reporting a change that resulis
in an overpayment of tax for Nebraska is considered a claim for credit or refind.

255.08A The amount of the credit or refund cannot exceed the amount of the Nebraska

tax attributable to the federal change, correction, or the items amended on the federal
return.

255.08B If the amended return is not filed within 60 days after the final determmnation of
the chanpe, interest on the credit or refind does not accrue after the 60th dav.

255.08C If the amended return is not filed within two vears and 60 days afler the final
determination of the change, no credit or refind will be granted.
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255.09 Pass-through Entity; Amended Return; Income Tax Withholding. A pass-through
entity filing an amended return reporting an increase in its income reported to Nebraska must
make a revised calculation of Nebraska income tax to withhold from any nonresident individual
OWners,

255.09A Revised statements _of income tax withheld must be issued by the pass-through
entity to nonresident individual owners for use by the owners for filing the appropriate
Nebraska individual ncome tax reharns.

255.09B When a pass-through entity files an amended return reporting a decrease in its
income reported to Nebraska, it may not revise the calculation of Nebraska income tax to
withhold from its nonresident individual owners. However, the pass-through entity must
provide revised income, deduction, and credit computations to its owners to use to file the
appropriate Nebraska individual income tax returns. The pass-through entity will not
receive a credit or refund of any amount previously withheld and remitted on behalf of its
nonresident _individual owners.

255.09C A publicly traded partnershin which did not withhold income tax under
Rep-24-225.02 will not calculate or issue revised income tax withholding statements for
its nonresident individual owners.
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REG-24-258 REPORTING ADJUSTMENTS MADE BY ANOTHER STATE

258.01 Whenever the income or any tax credits of a business entity, a member of a unitary
group, or the unitary group for which income is taxable in another state for any tax vear, is
changed or corrected in a way material to taxable income or tax liability owed to Nebraska, the
change must be reported to the Departmment within 60 days after the final determination of the

change.

258.01 A Reportable changes include changes made by any competent taxing agency or a
court of competent jurisdiction of the other state.

258.01B When reporting any change, the taxpayer must flrnish the Department complete

information regarding the amount of income reported, credits allowed, and taxes paid fo
the other state. The information furnished must also concede the accuracy of the final
determination or give a statement outlining the specific errors of the final determination,

258.02 Any adjustments made by amended returns filed with another state that are material to tax
liability owed to Nebraska must be reported to the Department. These adijustments must be
reported within 60 days after the amended retumn is filed in the other state.

258.03 These adjustments are reported by filing:

258.03A An Amended Nebraska Corporation Income Tax Return, Form 1120XN, for the
tax vear involved if the taxpaver is a corporate taxpayer:

258.03B A Nebraska S Corporation Income Tax Retun, Form 1120-SN. with the
“Amended Return” box checked if the taxpaver is an S corporation: or

258.03C A Nebraska Return of Partnership Income, Form 1065N., with the “Amended
Return” box checked if the taxpaver is taxed as a partmership.

258.04 Each amended return for Nebraska must be filed separately and cannot be attached to a
return for another tax vear. Any additional tax that is due must be paid when the amended return
is filed.

258.05 The amended return for Nebraska must include copies of the amended return from the
other state, report of the other state’s taxing agency, or order from the cowrt of competent
iurisdiction, whichever is applicable; and anv other documents that are sufficient to substantiate
the adjustments claimed.

258.06 Final Determination. The following acts are considered a final determination:

258.06A A decision by a tax court or a judement, decree, or other order by a court of
competent jurisdiction which has become final;
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258.06B A closing agreement or seitlement agreement which relates either to the total tax
liability, orto one or more separate items aflecting Nebraska tax liability;

258.06C A final disposition of a claim for a refind by the other state’s taxing authority;

258.06D Any agreement between the taxpayer, or a member of a unitary_group, and the
taxing authority of the other state made for the express purpose of determining the tax
fiability of the taxpaver. To be considered a final determination, the agreement must
include a waiver of restrictions on assessment and the collection of any deficiencies
resulting from the agreement; or

258.06F Any other final determination causing chapges in reported taxable income.

258.07 Deficiencies; Statute of Limitations.

258.07A The Tax Commissioner may issue the taxpayer a notice of deficiency
determination at any time if a business entity or an owner of a pass-through entity fails to
file an amended retun as required by this regulation, or fails to file an amended return to
report any change or correction that;

258.07A(1) Changes taxable mcome, tax liability, or tax credits; or

258.07A(2) Affects anv of these ftems with respect to any owner.

258.07B The notice of deficiency determination issued under Reg-24-258.07A of this
section may include any issues exposed by a complete examination of the tax liability for
the tax vears ivolved,

258.07C The Tax Commissioner may issue the taxpayver a notice of deficiency
determination within two vears afler the report or amended return was filed ift

258.07C(1) A business entity reports any change or correction in its taxable
income, tax liability, or credits; or

258.07C(2) An owner of a pass-through entity reports any change or correction in
the owner’s taxable income, tax lability, or credits.

258.07D The notice of deficiency determination issued under Reg-24-258.07C of this
section is limited to the changes in the report or amended return, or the change or
cotrection made by the other state’s taxing authority, or a court of competent jurisdiction.

258.07E The Tax Commissioner may issue the owners of a business entity a notice of
deficiency determination with respect to any item of entity income during the period
covered by any extension that is sicned on behalf of the entity.
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258.08 Amended Return; Credit or Refund. An amended return reporting a change that results
in an overpayment of tax for Nebraska is considered a claim for credit or refind.

258.08A The amount of the credit or refund cannot exceed the amount of the Nebraska
tax atiributable to the change, correction, or the tems amended on the other state’s return.

258.08B8 If the amended return is not filed within 60 davs affer the final determination of
the change, interest on the credit or refund does not accrue after the 60th day.

258.08C Ifthe amended return js not filed within the earlier of two vears and 60 days
after the final determination ofthe change, or 10 vears after the original due date of the
other state’s return, no credit or refund will be granted.

258.09 Pass-through Entity; Amended Return; Income Tax Withholding. When a pass-
through entity files an amended return reporting an increase in its income reporied to Nebraska,
it must make a revised calculation of Nebraska income tax to withhold from any nonresident
OWIELS.

258.09A Revised statements of ncome tax withheld from the owners must be issued by
the pass-through entity to nonresident owners for use by the owners when filing the
appropriate Nebraska individual income tax returns.

258.09B When a pass-through entity files an amended return reporting_a decrease in_its
income reported to Nebraska, it may not revise the calculation of Nebraska income tax to
withhold from its nonresident owners. However, the pass-through entity must provide
revised income, deduction, and credit computations to its owners to use when filing the
appropriate Nebraska individual income tax returns. The pass-through entity will not
receive a credit orrefind of any amount previously withheld and remitted on behalf of its
nonresident owners,

258.09C A publicly traded partnership which did not withhold income tax under
Reg-24-225.02 will not calculate or issue revised mcome tax withholding statements for
its nonresident owners.
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REG-24-261 EXAMINATION FOR MATHEMATICAL OR CLERICAL ERRORS AND
DEFICIENCIES

261.01 Department Power to Examine Retwns. The Department may examine any income tax
return, the related federal return, any supporting schedules and worksheets, and other

information to determine the correct amount of ncome tax liability or the correct amount of
credit or loss to be carried_over. The Department may adjust the amounts the taxpayer reported
as federal taxable income, deductions, credit calculations, or any other item, so that the amounts
reported are consistent with the IRC and Nebraska law. If the calculated amount of Nebraska
income tax liability or the amount of credit or loss to be carried over is incorrect for any reason,
the Department will correct the amount and notify _the taxpayer.

261.02 Mathematical of Clerical Errors. The Department may correct mathematical errors
made on the return and notify the taxpayer. A notice that additional Nebraska income tax is due
because of a mathematical error is not a notice_of deficiency determination and there is no right
to protest or appeal the correction. Mathematical or clerical error includes mformation on the
taxpaver’s return that is different from information reported to the Internal Revenue Service or
the Tax Commissioner, for example, information reported on a federal Form W-2 or Form 1099.

261.03 Deficiencies,

261.03A If the amount of tax liability shown on any income tax return is less than the
correct amount, or the amount of credit or loss to be carried over is incorrect, for any
reason other than a mathematical error, the Department will _issue a notice of deficiency
determination to the taxpayer.

261.03B If the taxpaver fails to file a return, the Department will estimate the taxpayer’s
income tax liability or income based on the best information available and issue a notice
of deficiency determination to the taxpaver or its owners.

261.04 Statute of Limitations.

261.04A The Department may issue a notice of deficiency determination within three
vears after the original due date for the return, ot the date the return is filed, whichever is
later.

261.04B If the taxpaver omits an amount which is in excess of 25% of the Nebraska
taxable income of the taxpaver, or improperly omits a member of the unitary group, the
Department may issue a notice of deficiency determination within six years afier the date
the return was filed.

261.04C If the taxpaver files an amended return to report a change as required by Neb.
Rev, Stat. § 77-2775, the statute of limitations provided in Reg-24-255 or Repg-24-258

applies.
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261.04D If a return has not been filed. or a false and faudulent return is filed, the
Department mav issue a notice of deficiency determination at any time.

261.04E If a taxpaver fails to file an amended return or report a change as required by
Neb. Rev, Stat. § 77-2775, the Department may issue a notice of deficiency
determination at any time.

261.05 Using Tax Preparers. Taxpayers are responsible for the accuracy of any information
contained on any return, schedule, or worksheet that affects the calculation of mcome tax
liability or any credit. Using a tax preparer does not relieve any taxpaver of responsiility to
accurately report and satisfy any income tax liability.
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REG-24-265 PENALTIES

265.01 Civil Penalties.

265.01A If any person fails to file areturn by the due date, including extensions, absent a
showing of reasonable cause, a penalty of 5% of the amount of tax due, reduced by any
credits and payments made before the original due date of the return, may be assessed for
each month, or portion of a month, of failwe; not to exceed 25%.

265.01B If any part of a proposed deficiency or overstatement of a requested refund is the
result of neglipence, material misstatement, or intentional disregard of law, but without
ntent to defraud, a penalty of 5% of the amount of the proposed deficiency may be
assessed.

265.01C If any part of a proposed deficiency or overstatement of a requested refind is the
result of fraud, a penalty of 50% of the proposed deficiency may be assessed, in lieu of
the penalty described in Reg-24-265.01B.

265.01D A penalty of not more than $1.000 mayv be assessed if any person with
fraudulent itent fails to:

265.01D(1) Pay any income tax;

265.01D(2) Make, file, sien., or certity any return of estimated income tax; or

265.01D(3) Supply any information to the Department within the time required.

265.01D(4) This penalty is in addition to any other penalties that may be inposed.

265.01E A penalty of $500 for each occurrence may be assessed if any person, for
frivolous or groundless reasons, or with intent to delay or impede the administration of
the Nebraska income tax:

265.01E(1) Fails to file areturn orto pay any income tax due; or

265.01E(2) Fils what purports to be a return which does not contain sufficient
information to calculate the hability or indicates that the self-assessed liability is
substantially ncorrect.

265.01E(3) This penalty is in addition to any other penalties that may be imposed.

265.01F If any person fails to file a return, fails to file an amended return as required in
Reg-24-255 or 24-258, or otherwise fails to comply with any of the reporting or filing
requirements imposed by the Revenue Act or these regulations, a penalty of 25% of the
tax due may be assessed, in addition to any other penalty.
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265.01G If any person aids, procures, advises, or assists in the preparation of any retum,
affidavit, refund claim. or other document with knowledge that its use will result in the
material understatement of the tax liability of another person, or the material
gverstatement of the amount of a refind of another person, a penalty of $1,000 may be
assessed for each separate return or other document.

265.02 Criminal Penalties,

265.02A Any person required to pay any income tax or estimated income tax or file a
return, except for a return of estimated income tax, who willfully fails to pay the tax or
estimated income tax or file the return. at the time or times required by law. mav be found
guitv of a Class [ misdemeanor in addition to any other penalties.

265.028 Any person who, with intent to evade or defeat any income tax or its payment,
claims an excessive number of exemptions, or in any other manner overstates the amount
of ncome tax withholding, may be found guilty of a Class II misdemeanor in addition to
any other penalties.

265.02C Any person required to keep any records or supply anv information, who willfully
fails to keep records or supply information, at the time or times required by law, may be
found guilty of a Class Il misdemeanor in addition to anv other penalties.

265.02D Any person who willfully attempis in anv manmner to evade the Nebraska mcome
tax or the pavment of Nebraska income tax may be found guilty of a Class IV felony, in
addition to any other penalties.

265.02E Any person who willfully makes and signs any return, statement, or other
document which contains or is verified bv a written declaration that it is made under the

penalties of pertury, and who does not believe the return, statement, or document to be true
and correct as to every material matter, may be found ocuilty of a Class IV felony.

265.02F Any person who willfully aids or procures the preparation or presentation of a
return, affidavit, claim or other document which is fraudulent or which is false as to any
material matter, may be found puilty of a Class IV felony.

265.02G Statute of Limitations. The statute of limitations for criminal prosecution for the
offenses in Rep-24-265.02A of this section is three vears after the commission of the
offense. The statite of limitation for criminal prosecution for all other penalties m this
section is four vears after the commission of the offense.
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Current Reg-24-305 is amended to read:
REG-24-305 APPORTIONMENT FORMULA

305.01 Corporations or Partnerships; Apportionment Formula. The federal taxable income,
as adjusted under Reg-24-155, Nebraska Adjustments to Taxable Income, of a corporation or
partnership operating both within and outside Nebraska is apportioned to Nebraska by using the
sales factor of the corporation or partnership. The income of the taxpayer apportioned to
Nebraska is determined by calculating the ratio of the taxpayer's sales in Nebraska compared to
the total sales of the taxpayer and applying the computed ratio to the federal taxable income, as
adjusted, of the taxpayer.

305.02 Unitary Group. The federal taxable income, as adjusted under Reg-24-155, Nebraska
Adjustments to Taxable Income, of a unitary group operating both within and outside Nebraska
is apportioned to Nebraska by using the sales factor of the unitary business.

305.03 Unitary Group; Apportionment Formula. When part of a unitary business is
conducted in Nebraska by one or more members of the unitary group, the income of the taxpayer
apportioned to Nebraska is determined by calculating the ratio of the unitary group’s sales in
Nebraska compared to the total sales of the entire unitary group and applying the computed ratio
to the federal taxable income, as adjusted, of the unitary group.

305.03A In computing the factor, only those business entities that are subject to the IRC
are included i the calculation and in the taxpayer’s filing,

305.03B Salesofonly Only salks made by those business entities with nexus in Nebraska
are included in the numerator of the computed apportionment factor.

305.04 Unitary Group; Combined Return. Each unitary group must file only one income tax
return for the group for cach tax year, even if more than one member of the unitary group is
taxable in Nebraska.

305.05 Unitary Group; S Cerp Corporation Included in Apportionment. If a unitary group
includes an S Gesp corporation, the apportionment formula in Reg-24-305.03 will be calculated
for the entire unitary group and applied to the federal taxable income of the corporate taxpayer
and separately to the federal taxable income of the S Gesp corporation which is taxable to its
OWIErs.

305.06 Unitary Group; Business Entities Excluded. Inactive business entities may not be
inchided in the umitary group. Any business entity that is required or has received permission to
use a special apportionment formula under Reg-24-381, Special Apportionment, cannot be
inclided in the unitary group. If more than one affiliated or related company of a unitary group is
properly using the same special apportionment formula, these business entities must use the
combined income approach and must file a single return.
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Current Reg-24-347 is amended to read:

REG-24-347 SPECIAL APPORTIONMENT RULES; ALL TAX YEARS; INSURANCE
COMPANIES

347.01 Unitary Group. An insurance company;—inelueding—a-eaptive—instrance—company; cannot

be included in a unitary group when the other members of the unitary group are not insurance
companics. A unitary group of insurance companies cannot include a corporation that is not an
insurance company.

347.02 In General. Reg-24-347.04 governs the apportionment of income of an insurance
company that has income from isuring property or risks both within and outside Nebraska.

347.03 Definitions. The following definitions apply to the terms used in the apportionment
factor descriptions m this regulation.

347.03A Direct premiums are all premiums received for insurance other than reinsurance
premiums.

347.03B Insurance company is a company engaged in the business of insurance as
defined in Neb. Rev. Stat. § 44-102 which has a certificate of authority to do business in
Nebraska under Neb. Rev. Stat. § 44-105. A company that insures risks but is not
required to have a certificate of authority to sell surance in Nebraska is not an insurance
company under this regulation and must be mcluded in a unitary group with other
companies that are not msurance companies.

347.03C Premiums are the consideration paid to insurance companies for insurance and
includes policy fees, assessments, dues, or other similar payments, except premiums on
all annuity contracts and pension, profit-sharing, individually sponsored retirement plans,
and other pension plan contracts which are described in IRC § 818(a).

347.03D Quota-share remsurance is reinsurance of a certain percentage of all or certain
parts of the business being reinsured.

347.03E Reinsurance premiums means premiums which are paid by an insurer to a third
party to insure it against loss or liability by reason of'the original insurance.

347.03F Schedule Tis part of the annual statement prescribed by the National
Association of Insurance Commissioners, which is required to be filed annually with the
various state insurance departments.

347.04 Sales Factor. The numerator of the sales factor of an insurance company or a unitary

group of nsurance companies is direct premiums received on property or risks in Nebraska. The
denommnator is direct premiums received on property or risks everywhere.
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347.04A Reinsurance premiums are included in the numerator and denominator only
when more than one-third of the premiums received by an insurance company or a
unitary group of insurance companies consist of premiums received for reinsurance
accepted. If more than one-third of the premiums received by an insurance company ora
unitary group of insurance companies consist of premiums received for reinsurance
accepted, all premiums for reinsurance are included in the denominator.

347.04A(1) Premiums received for reinsurance accepted will be included in the
numerator if it can be established or reasonably assumed that the underlying risks
are in Nebraska.

347.04A(2) In the case of reinsurance accepted for which the location of the
underlying risk can neither be established nor reasonably assumed, premiums
received will be included in the numerator if Nebraska is the state of commercial
domicile of the ceding company, except:

347.04A(2)(a) If more than half of the ceding company’s premiums written are
direct premiums, reinsurance premiums received with respect to quota-share will
be sourced in proportion to the ceding company's Annual Statement -- Schedule T
allocation of its direct premiums written.

347.04B All transactions between corporate members of the same unitary group are
eliminated prior to making the determinations outlined i this regulation.
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